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EXECUTIVE SUMMARY

This report provides a high-level comparison of the economies of Ireland and
Northern Ireland (NI) for recent years. A range of economic, socio-economic and
demographic measures are used to explore similarities and differences in
economic growth, living standards, general well-being and economic structures.
While the primary focus is to provide a comparison of the economies of Ireland
and NI over recent years, we also examine changes over time to assess how
relativities have evolved in recent years.

Itis importantto recognise that the economies North and South on the island are
distinct in important structural respects. NI forms a regional part of the overall
United Kingdom (UK) economy with important implications, for instance, for NI's
trade and labour market flows, as well as the organisation of public services and
public policy configuration. Comparisons with Ireland, as a national level economy,
and a European Union (EU) Member State, will therefore not always be on a like-
for-like basis. In making comparisons, it is also important to note the relatively
strong economicgrowth in Ireland and the impact of Brexit on the whole of the UK
in recent years, which additionally saw an absence of a functioning Northem
Ireland Executive for a prolonged period. These wider contexts are reflected in
metrics overrecentyears, but may not continue to impact in the same way in the
time ahead.

DEMOGRAPHICS AND LABOUR MARKET STRUCTURE FINDINGS

e |n 2022, the population in Ireland was 5.1 million and that of Northen Ireland
was 1.9 million. Overthe 2010 to 2022 period, Ireland experienced more rapid
population growth; in more recentyears, this was in large part driven by strong
net migration flows. Ireland has a younger age structure than that of NI, with
an old-age dependency rate (population aged 65 and over relative to the
population aged 15-64) of 23.1in 2022, compared to 27.7 in NI.

e Labour market participation rates for those aged 16—64 are higherin Ireland
thanin NI, and a widening gap in participation rates has emerged overtime. In
2010, the participation rate for those aged 16—64 was 71.6 in Ireland, 0.5
percentage points above that in NI, while in 2022 the participation rate in
Ireland stood at 76.8 percent, which was 4.4 percentage points higherthanin
NI.

e Employment rates were higher in NI in 2010, but the subsequent strong
recovery from the financial crisis in Ireland led to a large increase in
employmentratesthere, sothat in 2022 the employmentrate for those aged
16—-64 was 73.3 in Ireland — 3 percentage points above that in NI.



e The business cycle is more evident in Ireland than in NI, with labour market
indicators such as the unemployment rate, migration flows and NEET (not in
employment, education or training) rates all displaying more volatility in
Ireland than in NI.

e Inrecentyears, the unemployment rate has beenlower in NI while the NEET
rate has been lower in Ireland.

LIVING STANDARDS FINDINGS

e Household disposable income (per equivalised household),areliable measure
of living standards that is not distorted by globalisation effects, was 18.3 per
cent higher in Ireland than in NI in 2018, a gap that has widened over time.
The data also show that modified gross national income (GNI*) per capita—a
reliable measure of Irish domesticoutput — was 57 per cent higherin Ireland
than gross domestic product (GDP) per capita in Nl in 2022. It also grew at a
faster pace between 2015 and 2022, indicating divergence between Ireland
and NI. Interms of wages, the data show a positive gap favouring Ireland, with
hourly earnings 36 percent higherthan in Nlin 2022 (on a purchasing power
parity (PPP) adjusted basis).

ECONOMIC STRUCTURE FINDINGS

e While Great Britain (GB) remains NI’s largest trading partner, there was a
declineintrade between Nland GB over the 2015t0 2022 period; this has been
particularly marked in the share of services imports from GB to NI.

e Recentyears have seen an increase in trade activity between NI and Ireland,
with the rise in trade flows between NI and Ireland being particularly
pronouncedin NI’s goods exports and services imports. Itis likely that Brexit is
an importantdriverin the observed pattern of Nl trade flows declining relative
to GB and increasing relative to Ireland in recent years.

e Individualsin NI, on average, pay less than half the amount of personalincome
tax (€2,980) compared to their counterpartsin Ireland (€6,725) on a per capita
basis. This disparity suggests that higher average incomes in Ireland, coupled
with a more progressive tax system, results in a larger income tax share per
capita.

e InIreland, corporation tax receipts per capita (€5,760) were more than five
times the amount collected in NI (€1,018) based on the most recent year of
data (2022). Corporation tax accounts for approximately 21 per cent of per
capita total tax receiptsin Ireland, compared to 6 per centin NI, reflecting the
increased proportion of corporate taxation within the overall tax take in
Ireland over recent years.



e Health spending accounts for 26.3 per cent of expenditures in Ireland
comparedto 17.3 per centin NI. Education accounts for 10.7 and 9.5 percent
of total expenditures in Ireland and NI respectively.

SECTORAL LEVEL FINDINGS

e Public sector employment remains higherin NI, accounting for 29.2 per cent
of total employment compared to 25.3 per cent in Ireland. Employment in
Ireland is more heavily concentrated in the ‘information and communication’
and ‘financial insurance’ sectors, which account jointly for 9.8 per cent of jobs
in Ireland relative to 5.4 per cent in NI.

e Inlreland, the manufacturing sector accounts for more than 44 per cent of
total gross value added, which is almost four times the sector’s employment
share, in part reflecting the distortionary impact of the multinational sector,
and over 2.5 times the same sector’s gross value added contributionin NI. This
reflects, in particular, the strong prominence of foreign-owned
pharmaceuticals manufacturing in Ireland’s manufacturing gross value added
(GVA).

e The GVA contribution of the information and communication sectorin Ireland
is approximately three times the NI GVA share, while the employment
contribution of the sector is 1.75 time higher in Ireland than in NI.

e Labour productivity in Nllagged that of Ireland in eight of ten sectors in 2021.
NI is more productive in ‘construction’ and ‘agriculture, forestry and fishing’.
Across all sectors, average labour productivity in Ireland was over 2.5 times
that of NI in both 2015 and 2021. In Ireland, this is largely driven by foreign-
owned enterprises in 2021.

e Between 2015 and 2021 the numbers employed in foreign-owned firms in
Ireland increased from 304,000 to 572,000, which compares to an increase
from 82,000 to 89,000 in NI overthe same period. Notwithstanding the usual
caveats around data related to the FDI sector in Ireland, the finding that
productivity levels in foreign-owned firms in Ireland were almost four times
those in NI in the same year points to a sharp divergence in the productive
capacity of foreign-owned firms locating in these two jurisdictions.

MEASURES OF WELL-BEING AND OPPORTUNITIES FINDINGS

e The academic literature on the importance of early years education is well
established, particularly for reducing social inequalities. However, Nlis a poor
performer in early years enrolment rates relative to the average for the UK,
Ireland and the EU27.



Enrolment rates among 15-19 year olds were at 71 per cent in 2022 in NI—-10
percentage points behind the UK average and 21 percentage points behind the
figure for Ireland. The percentage of 15-19 year olds enrolledin educationin
NI fell by three percentage points between 2018 and 2022.

Enrolment rates among 20-29 year olds in Ireland were almost twice that of
NIlin 2018 and 2022, while the educational enrolment rates of oldercohortsin
NI, which typically reflects lifelong learning, also lie well below the rates
observed for Ireland in both periods.

Between 2018 and 2022, early school leaving in Ireland fell from 5 to 2.7 per
cent, while it increased in NI from 9.4 to 10 per cent over the same period.
Furthermore, while this period saw the proportion of young people who were
NEET fall, in 2022 the NEET rate in Nlwas 2.6 percentage points higher thanin
Ireland.

Inpatient and outpatient waiting lists were similar for those waiting between
zero and six months for treatment in 2024; however, the rates for longer
durations are much higherin NI. There were 86 persons per 1,000 population
on waiting lists (inpatient plus outpatient) for more than 18 monthsin NI in
2024 compared to an equivalent figure of 12 in Ireland.

In 2009, the rate of hospital bed provision was substantially higher in NI
compared to Ireland — 4.05 beds per 1,000 compared to 2.83 in Ireland.
However, this advantage gradually diminished over the period to 2022 by
virtue of declines in provision in NI (rather than increases in provision in
Ireland).

Infant mortality rates are an important indicator of the effect of overall
economic and social conditions on the health of mothersand infants, and are
particularly influenced by the effectiveness of health systems, by income and
by maternal level of education. In 2009, infant mortality ratesin Nland Ireland
were broadly equivalentand below the UK average. However, the intervening
period up to 2021 saw infant mortality falling in both Ireland and the UK as a
whole, butrisingin NI. In 2021, infant mortality rates per 1,000 live births were
2.8 inIreland, 3.6 for the UK average and 4.8 in NI.

Life expectancy is also an important indicator that tends to encapsulate the
impacts of multiple well-being determinants across a range of areas including
income levels, educational attainment and access to health services. In 2021,
life expectancy for children aged below one in Ireland was 82.4 years
compared to 80.4 years in Nl and a UK average of 80.7 years.

While the life expectancy rate in Nl in 2021 was approximately equal to the
EU27 average, the divergence overrecentyears fromthe UKand Ireland levels
will largely reflect a growing divergence over time in key well-being
determinants, including living standards, education and certain aspects of
health care access.
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CHAPTER 1

Introduction

11 INTRODUCTION

Prior to the Brexitreferendumin 2016, very little research was undertaken onthe
relative performance of the economies of Ireland and Northern Ireland (NI).
Traditionally, the performance of the NI economy has been benchmarked against
regions in Great Britain (GB), while the performance of the Irish economy has
tendedtobe compared with the United Kingdom (UK) as a whole, and with other
European Union (EU) countries. However, recent years have seen a growing
interest in comparative analysis of the distinct economies of Nl and Ireland, and
this has been a strong focus of the joint research programme between the
Economic and Social Research Institute (ESRI) and the Department of the
Taoiseach’s Shared Island Unit over the last four years. The establishment of the
Analysinglreland North and South (ARINS) project by the Royal Irish Academy and
the Keough—Naughton Institute for Irish Studies in the University of Notre Dame
has also led to an expansion of the comparative evidence base.

It is importantto recognise that the economies North and South on the island are
distinct in important structural respects. NI forms a regional part of the overall UK
economy with important implications, for instance, for NI’s trade and labour
market flows, as well as the organisation of public services and public policy
configuration. Comparisons with Ireland as a national level economy, and an EU
Member State, will therefore not always be on a like-for-like basis. Also, Northem
Ireland suffered more than anywhere else from the violence of the Troubles, and
the legacy of conflict affects the economy in significant ways to this day.

At the same time, the respective economies of each jurisdiction on the island of
Ireland are integrated and comparable in many important respects. Analysis of
relative economic structure, performance and trends, North and South, can
provide significant and unique insights for public policy in each jurisdiction, on the
scope for cooperation and exchange on key economic policy issues, and for
understanding of the island as a whole in economic and social terms.

In making comparisons, it is also important to note the relatively strong economic
growthin Irelandin recentyears, and the impact of Brexit on the whole of the UK
in more recentyears, which additionally saw an absence of a functioning Northem
Ireland Executive for a prolonged period. These wider contexts are reflected in
metrics over recentyears but may not continue to impact in the same way in the
time ahead.

In this overall context, this research focuses on providing a high-level comparison

of the economies of Ireland and NI for recent years; in doing so, it builds and



expands on earlier research (e.g. McGuinness and Bergin, 2020; Bergin and
McGuinness, 2021). A range of economic, socio-economic and demographic
measures are used to explore similarities and differences in economic growth,
living standards, general well-being and economicstructures. Havingan economic
overview of the economies of Ireland and NI will provide a contemporary overview
of relative economic performance and allow for any differences between Ireland
and NI to be better understood. Importantly, where possible, the research
attempts to measure how indicators are changing over time and to assess any
associated convergence, ordivergence, in key metrics. While the primary focusis
to provide a comparison of the economies of these two jurisdictions over recent
years, we also examine changes overtime to assess how relativities have evolved
over time.

1.2 RELEVANT LITERATURE

This report builds on an emerging body of comparative research on the economies
of NI and Ireland. It draws on findings from these studies and provides an updated
picture on key metrics and indicators. There is a relatively new research base
examining differences in economic output and living standards between Ireland
and NI. Most studies (e.g. Bergin and McGuinness, 2021; McGuinness and Bergin,
2020; Department of Finance, 2024) find substantial gaps in economic outputand
living standards between Ireland and NI that generally favour Ireland. Other
studies, by contrast, using different metrics and indicators, point to a gap in living
standardsin favour of NI (FitzGerald and Morgenroth, 2019), although this gap has
fallen considerably in recent years (FitzGerald and Morgenroth, 2020). Using the
most recent data, we examine allthe relevantindicators to see how the relativities
currently stand.

Differencesin living standards betweenany two regions or countries willmainly be
driven by differences in productivity levels. McGuinness and Bergin (2020)
hypothesised thatthe gapsin income per capita between Nland Ireland are likely
to be driven by lower levels of productivity in NI, which in turn are potentially
explained by anumber of factors, including NI’s poorer relative performance in the
areas of educational attainment, foreign direct investment (FDI) and export
intensity. While there is some ongoing debate on the magnitude of gaps in living
standards between Ireland and NI, there is a growing consensus that productivity
in NI significantly lags that of Ireland (see for example Bergin and McGuinness,
2022; and FitzGerald and Morgenroth, 2019).

Bergin and McGuinness (2022) find that while productivity levels were broadly
similar across the two jurisdictions in 2000, over the period 2001 to 2020
productivity in Ireland increased by 0.2 percent perannumandfellby 1.1 percent
per annum in NI. By 2020, productivity levels were approximately 40 per cent



higherinIreland comparedto NI. The research also found that sectoral productivity
in Ireland increases with the share of educated workers employed, and with levels
of investmentand exportintensity. A simulation exercise concluded that if Ireland
had a similar education and investment profile to NI, productivity levelsin Ireland
would fall by approximately 50 per cent. However, despite using comparable data
sources and the same methodology, the authors do not find evidence of causal
relationships between the usual factors that drive productivity (education,
investment, exportsetc.) and NI productivity. This apparent lack of evidence on the
relationships between productivity and its usual drivers for NI suggests that
productivity in the region has historically been relatively unresponsive to single
policy levers, such as changes in education and skills provision.? Their analysis
suggeststhat a comprehensive strategy is needed, aimed atimproving underlying
competitiveness among NI firms, reforming education and skills provision, and
increasing investment in an integrated way.

With respect to educational attainment, a number of studies have confirmed that
levels of educational attainment in NI substantially lag behind those of Ireland
(McGuinness and Bergin, 2020; Begin and McGuinness, 2021; Smyth et al., 2022).
Smyth et al. (2022) provided the most comprehensive comparative overview of
both educational systems and reported that marked differences existed, both at
the lower and upperends of the educational spectrum. Specifically, they reported
that, depending on the measurement approach adopted, rates of early school
leaving in Nlwere two to three times those foundin Ireland.? Smyth et al.’s study
also finds the proportion of young people qualifying to post-secondary levelstood
at 30 per cent in Ireland, compared to 10 per cent in NI. Incidentally, they also
found that wage levels were generally 30 to 40 per cent higher in Ireland for most
levels of educational attainment, after controlling for price differences.

In terms of other key drivers of productivity, McGuinness and Bergin (2020), using
data for 2015, find that exports accounted for a much higher share of business
turnover in Ireland than NI, and that foreign-owned businesses accounted for a
higher employment share in Ireland than NI.

McGuiness and Bergin (2020) also examined metrics related to access to
healthcare in both jurisdictions, as health impacts will also feed into productivity
and economic relativities, primarily through labour market effects. The existing

The fact that productivity in Northern Ireland is not well explained using conventional economic models and policy
instruments suggests that other factors may need to be considered to explain why market forces are not operating in
a typical way in the Northern Ireland economy. These include the fact that it is a peripheral economy, which is
relatively less involved in international trade, and its historical reliance on public sector employment and high
financial dependence on the UK, as well as the broader impact of the Troubles on the economy.

Smyth et al. (2022) highlight two key contributory factors in this difference. Firstly, they point to the success of the
Delivering Equality of Opportunity in Schools (DEIS) programme in supporting and retaining students in
disadvantaged areas in Ireland. Secondly, they emphasise the impact of academic selection in Northern Ireland,
which leaves students in non-grammar schools more likely to leave school early and have lower expectations of
educational success as strong contributory factors in this difference.



comparative researchin this area is relatively limited, primarily as a consequence
of a lack of comparable data sources; however, a recent comparative study of
primary health care concluded that neither system substantially outperformed the
other (Connolly et. al., 2022).

13 REPORT OUTLINE

Chapter 2 discusses the datausedin the report. Chapter 3 provides an overview of
the demographic structure and key labour market indicators for Ireland and NI.
Chapter 4 explores commonly used economic measures of living standards, to
provide a comparative assessment of living standards in Ireland and NI, and how
they have changed over time. Chapter 5 compares broad economic structures in
terms of the component of gross domestic product (GDP), trade and government
spending and revenue. Chapter 6 compares indicators at asectoral levelfor output,
employment and productivity and share, and distribution of foreign-owned
businesses. Chapter 7 focuses on broader socio-economic measures of well-being
and living standards, including education enrolment, aspects of healthcare and life
expectancy. Chapter 8 concludes.
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CHAPTER 2
Data

This report draws primarily on regional data (at the NUTS2 level) collected by the
Organisation for Economic Co-operation and Development (OECD) to provide a
comprehensive overview of key demographic, economic and socio-economic
indicators for Ireland and Northern Ireland (NI).3 Using standardised OECD data
ensures equivalent metrics are used for both jurisdictions. We also use data from
national statistical agencies, including the Central Statistics Office (CSO), the Office
of National Statistics (ONS) and the Northern Ireland Statistics and Research
Agency (NISRA), for the comparative analysis of migration, wages, trade,
government accounts and foreign multinational activities. In some cases,
particularly for healthcare, this is supplemented with data from government
departments and agencies.

While the primary focus is to provide a recent comparison of the economies of
Ireland and NI, we also examine some changes overtime to assess how relativities
have evolvedin recentyears. Furthermore, in some cases we provide data for the
wider United Kingdom (UK) or European Union (EU) as a benchmark to help assess
whether Ireland and/or NI are outliers in a wider context. Generally, data are
presented in per capita terms, to account for differences in the scale of most
measures for Ireland and NI, thus facilitating a more meaningful comparison.
Finally, most data are presented in purchasing power parity (PPP) adjusted
constant price terms.* As such, they account for exchange rate differentials, but
also adjust for differences in prices levels (i.e. purchasing power) between
jurisdictions. This is to help ensure accurate and reliable comparisons between
Ireland and NI. Irish gross domestic product (GDP) data are heavily distorted by
globalisation effects, causing GDP — and some of its components — to become
increasingly disconnected from underlying economic activity (see FitzGerald, 2015,
2018, for more details). As a result, we place a stronger emphasis on measures
such as modified gross national income (GNI*), which removes the distortions
caused by the activities of some foreign-ownedmultinational companies from Irish
data.

The report focuses on the most recent available data. It is important to note that
high quality macroeconomic data are available with a lag, and comparable regional
data are available with a furtherlag. Generally, we have comparable data to 2022
but the most recent data for some indicators pertains to earlier years.

See https://www.oecd-ilibrary.org/urban-rural-and-regional-development/data/oecd-regional-statistics_region-data-
en for more details.

The OECD uses 2015 as their benchmark year for constant prices. We adopt this as our base year for subsequent
estimates from other data sources.


https://www.oecd-ilibrary.org/urban-rural-and-regional-development/data/oecd-regional-statistics_region-data-en
https://www.oecd-ilibrary.org/urban-rural-and-regional-development/data/oecd-regional-statistics_region-data-en

Unfortunately, some healthcare data sources, such as OECD Health at a Glance —
which contains comparable data for the number of physicians/GPs per 1,000
population and discharges — are only available to 2016. These data were analysed
in McGuinness and Bergin (2020). Furthermore, the OECD has not updated their
measures on poverty and inequality beyond what was discussed in Bergin and
McGuinness (2021); these are thus omitted from the analysis.
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CHAPTER 3

Demographic and labour market structure

3.1 INTRODUCTION

This chapter provides an overview of the demographic structure and key labour
market indicators forIreland and Northern Ireland (N1). The demographicstructure
of a population has significant ramifications for its economy and society, both now
andin the future. Demographics willshape the numbers available to participate in
the labour force and dependency rates. As Ireland is a highly open economy and is
more integrated with the global economy through trade, investment and labour
mobility, the business cycle can be particularly pronounced relative to NI. As such,
Ireland can experience more fluctuations in key economic data, including for the
labour market.

3.2 POPULATION AND LABOUR STRUCTURE

Table 3.1 describes the population structure and key labour market indicators for
Ireland and NI for 2010 and 2022.> In 2022, the Irish population was over5 million
people, and more than 2.5 times the population of NI. Over the period 2010 to
2022, the populationin NI grew by 5.9 per cent whereas population growth was
much stronger in Ireland, at 11.2 per cent, in large part driven by stronger net
immigration in Ireland. The table also reveals differing structures for the two
populations, with Ireland having a younger population than NI. For example, while
both jurisdictions show an ageing population over time, with a rising population
share of those aged 65 and over, in 2022 the share of the population aged 65 and
overin Ireland was 15 percent comparedto 17.6 per centin NI. Furthermore, the
share of the population aged 15-64, a broad indicator of the population of working
age, was 2 percentage points higher in 2022 in Ireland than in NI. As a result, the
old-age dependency rate (population aged 65 and over relative to the population
aged 15-64) is higher in NI than in Ireland.

The labour market participation rate for those aged 16—64 was higher in Ireland
thanin Nl overthe period. In 2010, the participation rate was 0.7 percentage points
higherin Ireland, and overtime a widening gap in participation rates has emerged.
In 2022 the participationrate in Ireland, at 76.5 per cent, was 4.6 percentage higher
than that in NI. Participation ratesfor youngage cohorts are also higherin Ireland
thanin NI. Both jurisdictions have experienced a slight fall in participation rates for
those aged 16 to 24, although this is not necessarily concerningif the fall relates to
younger people staying in education for longer over time. A different picture
emerges in relation to the participation rates of those aged 25 to 34. In NI, the

5 Ireland was particularly exposed to the global financial crisis and economic activity was relatively stagnant in 2010.



participation rate for this age group fell by over three percentage points over the
period, while in Ireland it rose by over three percentage points.

A different picture also emerges for employment rates over time. In 2010,
employment rates were higher in NI than in Ireland for all age groups. The gap in
employment rates in 2010 was likely driven by Ireland being harder hit by the
global financial crisis. The subsequentrecoveryinthe Irish economyledto a large
increase in employment rates, and in 2022 employment rates in Ireland were
higher than in NI for all age groups, except for those aged 16 to 24.

TABLE 3.1 DEMOGRAPHIC AND LABOUR MARKET INDICATORS

Population (in thousands) Ireland

<15 355 365 953 997

15-64 1,190 1,210 3,086 3,302

> 65 260 335 510 761

Total 1,805 1,911 4,549 5,060

Population (% of total):

<15 19.7 19.1 21.0 19.7

15-64 65.9 63.3 67.8 65.3

> 65 144 17.6 11.2 15.0

Dependency rates:

<15 29.8 30.2 30.9 30.2

> 65 21.8 27.7 16.5 231

Total 51.7 57.9 47.4 53.2

Employment rates:

16-64 66.0 70.3 61.0 73.3

16-24 43.6 47.8 38.7 47.4

25-34 79.4 80.0 70.9 82.9

Participation rates:

16-64 711 724 71.6 76.8

16-24 534 513 53.9 52.7

25-34 85.6 82.8 835 86.9
Sources: NISRA — Labour Force Survey data; CSO — Labour market data; OECD — Population data.

Notes:

Dependency rates are defined as those individuals betweenthe ages of 0 and 14, andabove the age of 65, relative
to the total working age population aged 15-64. Labour force participation rate is the ratio between the total labour
force (eitherin or seeking employment) relative to the total working age population. The working age population
refers to people aged 15-64.

Figure 3.1 shows the unemployment rate in Ireland, NI and the United Kingdom
(UK) over time. The evolution of the unemployment rate in Ireland shows how
Ireland has had a more severe boom-to-bust economic cycle than other countries.
In the early 2000s, the unemployment rate in Ireland was below that of Nland the
UK, although the rate wasfalling in NI. In the middle of the decade the rates were



broadly similar; then, when the financial crisis hit in 2008, Ireland was particularly
exposed and the unemployment rate rose dramatically over a relatively short
space of time, peakingat just under 16 percentin 2012. For the remainder of the
decade, it was on a downwards trajectory and since then has been relatively stable
at a low rate.® While unemployment rates also rose in NI and the UK in the
aftermath of the financial crisis, the scale of the increase was more muted relative
tolreland. By 2023, the unemployment rate in Nl was around 1.8 percentage points
below that of Ireland.

FIGURE 3.1 UNEMPLOYMENT RATES
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Source: OECD regional database on labour markets.
Notes:  Unemployment rate refers to those aged 15-64 years. Unit of measure: Percentage of labour force in the same
subgroup.

Migration flows can also impact the demographicstructure and labour marketin a
country. Figure 3.2 shows net migration flows and net migration as a share of the
population for Ireland and NI over time. The graph shows that net migration is
more significant, in terms of its share in the population, for Ireland than for NI. Net
migration is a key driver of population change in Ireland and strong net migration
flows in recent years have been the key contributor to the strong population
growth discussed earlier in this chapter. The graph also indicates that net migration
is closely related to economic conditions, with Ireland experiencing net emigration
in the aftermath of the financial crisis when the unemployment rate escalated, a
trend that reversed to netimmigration as the economy recovered, with the flows

6 Note the graph considers the headline unemployment rates and not the COVID-19 adjusted rates.



increasing in line with improved economic conditions in Ireland. Net migration in
NI comprises a much smaller share of the population than in Ireland.

FIGURE 3.2 INTERNATIONAL MIGRATION FLOWS
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CSO - Population and Migration Estimates; NISRA — Long Term International Migration Statistics.

NEET — not in employment, education or training — is another important labour
marketindicator. It provides insight into youth engagementand integration in the
labour market.” A high NEET rate suggests barriers to education and/or
employment, or limited job opportunities, which can be symptomatic of broader
issues in the economy. People in the NEET category often face long-term
challenges, including financial instability and social exclusion. Figure 3.2 shows the
NEET rates from 2002 to 2019 for Ireland and NI, with an additional breakdown by
genderin Figures 3.3 and 3.4. Overall, NEET rates peaked for both jurisdictions in
the years following the financial crisis, with NI recording higher rates than Ireland
in more recent years. Over time, NEET rates have declined steadily, with
convergence becoming more evident by 2019, particularly among males, and in
recent years NEET rates in Ireland are below those in NI.

7

Net migration % of pop

The NEET indicator captures the share of young people who are not in employment, education or training
(NEET) as a percentage of the total number of young people in the corresponding age group. The age
category here is 18-24 year olds.
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FIGURE 3.3 NEET RATES
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Source: OECD regional education database.
Note: Thisindicator presents the share of young people who are NEET as a percentage of the total number of young people
in the corresponding age group.

FIGURE 3.4 NEET RATES: MALES
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Source:  OECD regional education database.
Note: Thisindicator presents the share of young people who are NEET as a percentage of the total number of young people
in the corresponding age group.



FIGURE 3.5 NEET RATES: FEMALES
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OECD regional education database.
Thisindicator presents the share of young people whoare NEET as a percentage of the total number of young people
in the corresponding age group.

33 CONCLUSIONS

This chapter provides an overview of the population structure and key labour
market indicators for Ireland and NI, and how they evolved between 2010 and
2022. In 2022, the populationinIreland was 5.1 million and that of Northen Ireland
was 1.9 million. Over the period concerned, Ireland experienced more rapid
population growth, in large part driven by strong net migration flows in more
recentyears. As a result, Ireland has a younger age structure than that of NI, with
an old-age dependency rate (population aged 65 and over relative to the
population aged 15-64) of 23.1in 2022, compared to 27.7 in NI.

The descriptive statistics also show that labour market participation rates for those
of prime working age (16—64) are higherin Ireland than in NI, and that a widening
gap in participation rate has emerged over time. In 2010, the participation rate for
those aged 16—64 was 71.6 in Ireland, 0.5 percentage points above thatin NI, while
in 2022 the participation rate in Ireland stood at 76.8 per cent — 4.4 percentage
points higher than in NI.

Employment rates have evolved differently in Ireland and NI over time. In 2010,
employment rates were higher in NI, but Ireland’s subsequent strong recovery
from the financial crisis led to a large increase in employmentrates there, so that
in 2022 the employment rate forthose aged 16—64 was 73.3 in Ireland, which was
3 percentage points above thatin NI. The business cycle is more evidentin Ireland

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
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than in NI, with labour market indicators such as the unemployment rate,
migration flows and NEET rates all displaying more volatility in Ireland than in NI

In recentyears, the unemploymentrate has beenlower in NI while the NEET rate
has been lower in Ireland.
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CHAPTER 4
Living standards

4.1 INTRODUCTION

This chapter explores commonly used measures of living standards, to provide a
comparative assessment of living standards in Ireland and Northern Ireland (NI),
and how these have changed over time. The focus in this chapter is on more
traditional economic measures, while Chapter 7 focuses on broader socio-
economic measures of well-being and living standards, such as educational
attainment and life expectancy.

4.2 ECONOMIC WELL-BEING

Internationally, gross domestic product (GDP) per capita is the most commonly
used measure for comparing living standards across countries. As discussed in
Chapter 2, GDP-based measures can be misleading forIreland so here we focus on
measures using modified gross national income (GNI*), as it is a more reliable
measure of outputin Ireland. Consequently, we compare GNI* per capitain Ireland
to GDP per capita in NI. Table 4.1 presents data for the most recent year, the
percentage gap between Ireland and Nl and growth rates over the period 2015 to
2022. Comparing GNI* per capita in Ireland to GDP per capita in NI shows there
was a gap of 57 percentin favourof Irelandin 2022. Furthermore, the table reveals
that the growth in this metric has beenfar greaterin Ireland overthe 2015-2022
period (26.7 per cent growth in GNI* per capita in Ireland compared to 14.8 per
cent growth in GDP per capita in NI), indicating increased divergence in living
standards overtime. The table also presents the same metrics using GDP per capita
for both jurisdictions; however, as stressed above this is not based on a reliable
measure of output for Ireland and tends to overstate the gap in living standards
between Ireland and NI.
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TABLE 4.1 STANDARD OF LIVING — ECONOMIC INDICATORS

Ireland % difference % change % change
(W[5} (Ireland—NT1) 2015-2022 | 2015-2022
(Ireland) (N1)
Constant
GNI* per capita prices, €, 2022 53.4 34.1 56.5 26.7 14.8
thousands
Constant
GDP per capita  prices, €, 2022 104.2 341 205.3 66.2 14.8
thousands

Sources: OECD regional economy database; the CSO’s nationalincome and expenditure accounts; population data from the
CSO’s Annual Population and Migration Estimates; PPP adjustment from OECD regional economy database.
Note: All estimates are converted into euro.

Table 4.2 considers another indicator of living standards, namely household
disposable income. This indicator, crucially, is not subject to the types of distortions
of GDP-based measures. Furthermore, as it relates to disposable income it includes
the impacts of the respective tax and welfare systems and, ultimately, reflects the
average income available to households. To ensure comparability, total household
disposable income is adjusted for household composition, by dividing it by the
number of household members converted into equivalised adults. As before, the
data have been adjusted for purchasing power parity (PPP) to account for
differencesin price levels acrossjurisdictions. As such, itis a more reliable measure
of living standards. Unfortunately, the data are only available to 2018. Based on
2018 data, disposable income per equivalised household was €5,400 higher in
Ireland compared to NI, equatingto a gap of 18.3 percent in favour of Ireland. The
rate of growth in household disposable incomes in Ireland between 2011 and 2018
was 33.5 percent comparedto 31.2 percent in NI, indicating that the gap in living
standards has widened over the period. The gap in disposable income is smaller
than for GNI* per capita. As explained below, this likely reflects differences in the
tax and welfare systems, as well as differences in household size.

The data for household disposable income are also available at regional level for
Ireland. While the positive gap in household disposable income compared to NI
remains across all regions in Ireland, itis highestin the Eastern and Midland Region,
and lowest in the Northern and Western Region.®

8 This regional classification is based on the Nomenclature of Territorial Units for Statistics (NUTS), specifically the
NUTS 2 classification of regions.



TABLE 4.2 STANDARD OF LIVING — ECONOMIC INDICATORS 2018

|16

Ireland
000s

Constant prices,

Household disposable

% diff
erence
(Ireland—
NI)

%
change
2011-

2018
(Ireland)

%
change
2011-2018
(N1)

. €, thousands 35.3 29.9 18.3 33.5 31.2
income
(PEH)
Constant prices,
Ireland: Nort.hern and €, thousands 31.9 29.9 6.9 31.5 31.2
Western Region
(PEH)
Constant prices,
Ireland: Southern Region €, thousands 34.6 29.9 15.8 32.2 31.2
(PEH)
. . Constant prices,
::'?::' Eastern and Midland " | \cands 370 299 24.1 34.8 31.2
g (PEH)
Source: OECD regional economy database.

Notes:

The growth rate for household disposable income is measuredfrom 2011 to 2018. PEH = per equivalised household.
OECD adjustment defines PEH as householdincome adjusted for differences regarding the needs of households of
different sizes, with an equivalence scale placing household income relative to the square root of the household
size.

The Department of Finance (2024) examined gross disposable income per capita at
a county levelin Ireland and NI. They find that while overall gross disposable
income per capita in NI is towards the lower end of the distribution of disposable
incomes, it is higher than in a few countiesin Ireland. However, the data are on a
gross basis (before adjusting forthe effects of the tax and welfare systems). Bergin
and McGuinness (2020) point to the tax and welfare system being more
progressive in Ireland than in NI. Furthermore, the datain Table 4.2 also adjust for
household size. The two factors likely explain the differe nce with the figures above.

Figure 4.1 plots the ratios of hourly earnings in Ireland and NI (excluding overtime)
for employeesin nominal (although in a common currency) terms and also in real
PPP adjusted terms overthe period 2011 to 2023. The PPP adjusted ratio declined
from1.42 to 1.36 between 2011 and 2022, indicating some convergence in hourly
earnings over the period, although hourly earnings were 36 per cent higher in
Ireland than in Nl in 2022. The nominal ratio declined by slightly more, from 1.46
to 1.32 over the period 2011 to 2023. The ratio declined in 2015 to 1.16 owing to
the fall in the sterling exchange rate. Unlike the household disposable income
measure used in Table 4.2, these data are in gross terms and so do not reflect
differences in the tax systems.



17 |

FIGURE 4.1 RATIO OF HOURLY EARNINGS BETWEEN IRELAND AND NI
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Sources: CSO — Earnings and Labour Costs; NISRA — Annual Survey of Hours and Earnings.
Notes:  The Nl dataare converted to euro. The PPP adjusted series isin real terms. Data coverall NACE economic sectors.
Consumer Price Index (CPI) rates base year set at 2015=100. The CPI rates used for NI are UK estimates.

In addition to how average income levels compare, another key determinant of
generalwelfare levels within an economy is the way in which wages and incomes
are distributed across households. More equitably distributed national incomes
should, in theory at least, lead to generally higher welfare levels across the
population, the more the income levels of poorer households are raised. A key
measure of inequality is the Gini coefficient, which measures the proportion of
income that is held by a given proportion of the population; if each member of the
population holds an equal share of the nation’s income, the Gini coefficient will
equalzero, while the greater the share of the distribution held by a smaller number
of the population, the closer the Gini coefficient will be to one. Bergin and
McGuinness (2021) found that, based on 2013 data for Ireland and 2011 data for
NI, the Gini coefficient after taxes and transfers for Ireland, at 0.309, was
somewhat higherthan that for NI, which stood at 0.288, pointing to higher levels
of inequality in Ireland.® As mentioned in Chapter 2, these data have not been
updated yet by the Organisation for Economic Co-operation and Development

9 Analysis by Doorley et. al (2024), using harmonised microsimulation models for Ireland (SWITCH) and NI (EUROMOD),
finds that the tax and benefit system in Ireland is more progressive than in NI as a result of a higher tax burden for
households in the top half of the distribution. However, more than half of all households in NI were found to be in
receipt of means-tested benefits compared to one-quarter in Ireland. These two factors tend to have competing
impacts in terms of relative inequality; the relatively more progressive nature of the Irish tax system tends to lower
inequality levels in Ireland relative to NI, while higher levels of welfare coverage in Northern Ireland tend to lower
levels of inequality in NI relative to Ireland (Doorley et al, 2024).



(OECD) formore recent years (see Doorleyet. al, 2024, for an in-depth comparative
study of inequality).

4.3 CONCLUSIONS

This chapter provides an overview of differences in living standards between
Ireland and Nl across commonly used economic measures of living standards/well-
being. It finds that household disposable income, a reliable measure of living
standards that is not distorted by globalisation effects, was 18.3 per cent higherin
Ireland thanin NI in 2018, and that this gap has widened overtime. The data also
show that in 2022 GNI* per capita — a reliable measure of Irish domesticoutput —
was 57 percent higherin Ireland than GDP per capita in NI. It also grew at a faster
pace in Ireland between 2015 and 2022, indicating growing divergence between
Ireland and NI. In terms of wages, the data show a positive gap favouringlreland,
with hourly earnings 36 per cent higher than in NI in 2022 on a PPP basis.
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CHAPTER 5

Broad economic structure

5.1 INTRODUCTION

In this chapter, we provide an overview of the structures of both economies using
a range of different indicators such as final consumption, trade, government
revenue and expenditure. It should be noted that in the following chapter we
include some measures and breakdowns of the data that will be impacted by the
well-documented distortionary impact of the multinational sectorin Ireland. In our
discussion of the data, we do not put substantial weight on measuresoraggregates
that have been potentially artificially inflated; nevertheless, in our view it is not
justifiable to completely exclude such values as they still contain important
information. Furthermore, differences in relativities are still likely to occur if it were
possible to remove distortionary factors. The same caveats also apply to some of
the data presented in Chapter 6.

5.2 NATIONAL ACCOUNTS

Table 5.1 gives a breakdown of the components of gross domestic product (GDP)
in Ireland and Northernlreland (NI). Given the issues already highlighted with Irish
GDP, we cannot reliably compare some components, in particular the data on
exports, imports and investment. The data in Table 5.1 are measured in current
purchasing power parity (PPP) adjusted prices, in euro, and in per capita terms.
There is a marked difference in household final consumption per capita, which
favours Ireland in 2020 by approximately €2,000, or 10 per cent. The gap in
government expenditure per capita is smaller, at €484, or 4.7 per cent, again
favouringIreland. Finally, modified gross nationalincome (GNI*) per capita in 2020
was €9,619, or 27 per cent, higher in Ireland compared to GDP per capita in NI.
Therefore, per capita measures of household and government expenditures and
GNI* were all higher in Ireland relative to NI, with the gaps ranging from 4.7 per
cent to 27 per cent.
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TABLE 5.1 GDP EXPENDITURE APPROACH 2020 — PER CAPITA PPP ADJUSTED, €

Household final consumption expenditure 19,299 21,246
Net government expenditure 10,240 10,724
Gross capital formation 4,639 34,668
Exports 16,580 111,183
Total imports 17,258 92,295
GDP at current market prices 33,500 84,800
Modified GNI* 33,500 45,119

Sources: NISRA — Economic Accounts, supply—use tables (SUTS); CSO — National Accounts.

Notes:  All unitsare adjustedfor PPP ratesin US dollars and then converted intoeuro. Net government expenditure is the
total cost of government services minus any income received from service fees. This measure excludes elements
including cash payments to households, debt interest etc.

5.3 TRADE

Trade flows are a crucial measure of economic performance and regional
prosperity as they generateemployment and drive industrial development. NI now
occupies a somewhat unique position as the only United Kingdom (UK) region
maintaining access to both the European Union (EU) single market for goods and
the broader UK internal market; however, as a result of Brexit, NI remains outside
of the Single Market for services. At present, some trade frictions also exist
between NI and Great Britain (GB). In terms of the NI data, we can see while GB
remains by farthe largest marketfor goods and services exportsand imports, these
have declined somewhatin importance overrecentyears. In 2015, GB accounted
for 59 per cent of all Nl imports and 69 per cent of all NI exports; however, these
sharesfellto 54 and 59 percentrespectively by 2022. The decline in trade between
NI and GB over the 2015 to 2022 period has been particularly marked in the GB
share of NI services imports, which fell from 80 to 65 per cent over the period.
Recentyears have seenan increase in trade activity between Nland Ireland, with
Ireland’s share of NI exports and imports rising from 14.4 and 9.9 per cent in 2015
to 21.9 and 15.4 percent, respectively, in 2022. Therise in trade flows between NI
and lIreland have been particularly pronounced in goods exports from NI and
servicesimports into NI. It is likely that Brexit has been an important driver in the
observed pattern of east—west to north—south trade realignment.


https://www.nisra.gov.uk/publications/nisra-economic-accounts-supply-and-use-tables-suts-user-group-meeting
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TABLE 5.2 NI TRADE STATISTICS, £ BILLIONS

2015 2022

GB Ire RoW  Total GB Ire RoW Total
Exports (goods and services) 13.7 3.3 6.1 23.2 15.7 6.4 7.0 29.0
Imports (goods and services) 13.6 2.0 4.2 19.7 13.1 3.5 6.2 229
Exports (goods) 10.4 2.7 5.2 18.3 9.6 4.6 53 19.6
Imports (goods) 11.1 1.7 3.8 16.6 11.0 3.0 57 19.6
Exports (services) 3.3 0.6 0.9 4.9 6.1 1.7 1.7 9.5
Imports (services) 2.6 0.3 0.3 3.2 2.1 0.6 0.6 3.2
Exports (goods and services) % 59.3 14.4 264 100 54.2 219 24.0 100
Imports (goods and services) % 69.0 9.9 211 100 573 154 27.2 100
Exports (goods) % 571 146 283 100 493 236 27.1 100
Imports (goods) % 66.8 10.1 23.1 100 56.0 15.1 289 100
Exports (services) % 67.4 133 193 100 64.2 182 17.5 100
Imports (services) % 80.5 89 105 100 65.2 174 17.4 100

Source: Trade data come from NISRA — Broad Economy Sales and Exports Statistics.
Notes:  Units are expressed in pounds sterling (£), millions. RoW=Rest of world.

Table 5.3 provides details of trade flows for Ireland over the same 2015 to 2022
period. Although we have no separate data for NI flows, and while some of the
figures may be affected by distortions related to foreign direct investment (FDI)
impacts, some interesting insights still emerge. In particular, despite the share of
total imports coming from the UK increasing somewhat overthe period, from 8.6
to 11.9 per cent, the UK market’s share of total Irish exports has fallen by more
than half — from 25.4 per cent to 12 per cent. It is very likely that the continued
fallout from Brexit will, at least in part, explain the rapid decline of GB as an export
market for Ireland.
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TABLE 5.3 IRELAND TRADE STATISTICS, € BILLIONS

Billions UK RoW Total UK RoW Total
Total imports 31.9 196.2 228.1 57.1 423.8 480.9
Total exports 37.3 1954 232.6 65.7 482.6 548.4
Total imports (goods) 18.0 52.1 70.1 29.4 1116 141.0
Total exports (goods) 15.6 96.9 112.4 22.2 186.6 208.8
Total imports (services) 13.9 144.1 158.0 27.7 312.2 3399
Total exports (services) 21.7 98.5 120.2 43.6 296.1 339.6
%

Total imports 14.0 86.0 100 11.9 88.1 100
Total exports 16.0 84.0 100 12.0 88.0 100
Total imports (goods) 25.7 74.3 100 20.8 79.2 100
Total exports (goods) 13.8 86.2 100 10.6 89.4 100
Total imports (services) 8.8 91.2 100 8.1 91.9 100
Total exports (services) 18.1 81.9 100 12.8 87.2 100

Source:  CSO.

Note: RoW=Rest of world.

5.4 GOVERNMENT REVENUE AND EXPENDITURE

Table 5.4 provides a breakdown of the main sources of government revenue
through tax receipts for the financial year 2022—-2023, presented as per capita
figures and adjusted for PPP in euro. Overall, Ireland collected nearly €7,000 more
per personthan Nlin total tax receipts. The data furtherrevealthat individuals in
NI, on average, pay less than half the amount of personal income tax (€2,980)
compared to their counterparts in Ireland (€6,725). This disparity suggests that
higher average incomes in Ireland, coupled with a more progressive tax system,
result in a larger income tax share per capita. Related to this point, social
contributions percapita in Ireland are €710 higherthan those collected in NI. The
largest difference observed, as one would expect, emerges through corporation
tax receipts. Corporation tax receipt per capita in Ireland (€5,760) was more than
five times the amount collected in NI (€1,018) based on the most recent year of
data. Corporation tax accounts for approximately 21 per cent of Ireland’s total tax
receipts, comparedto 6 per centin NI. Finally, value added tax (VAT) tax revenues
per capita were €933 higherin Ireland in the most recent tax year; nevertheless,
VAT accounted for a higher share of tax revenues in NI (24.2 per cent) compared
to Ireland (17.5 per cent). Finally, it is worth pointing out that taxes levied on
individuals, VAT and income tax account for just over 40 per cent of total revenues
in both jurisdictions.
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TABLE 5.4 GOVERNMENTREVENUE —TAX RECEIPTS 2022 TO 2023 — PER CAPITA PPP ADJUSTED, €

Income tax 2,980 6,725 18.2 24.0
Capital gains tax 155 444 0.9 1.6

Corporation tax 1,018 5,760 6.2 20.6
Value added tax 3,966 4,899 24.2 17.5
Social contributions 2,770 3,480 16.9 12.4
Other 5,513 6,662 33.6 23.8
Total 16,404 27,970 100 100
Total minus corporation tax 15,386 22,210 93.8 79.4

Sources: ONS — Taxes and Revenue Database; CSO — Government Income and Expenditure Accounts.

Notes:  The datafor Ireland are compiled on a general governmentaccrual basis, including taxes such as local property tax
and local authority rates, adjusted to reflect the timing of economic activity. Figures are per capita and PPP-adjusted
in euro.

Table 5.5 illustrates the per capita gross government expenditure for 2022—-2023,
adjusted for PPPin US dollars and converted into euro. The table is measuredona
financial year basis for 2022—-2023, which runs from April 2022 to March 2023 in
NI, and January 2022 to December 2022 in Ireland. These figures give us an
overview of relative priorities in governmentspending across major spending areas
in both jurisdictions. NI’s total gross per capita expenditure stands at €27,470,
which is substantively higherthan in Ireland, which stood at €22,279 for the latest
financial year. The total per capita gap in expenditures in 2022—-2023 was €5,191,
favouring NI. The share of total per capita expenditure allocated to capital projects
is somewhat higherin Ireland (13.4 per cent) comparedto NI (8.7 per cent). Given
the role of capital investmentin determining economic growth, differences of this
magnitude are likely to have long-run consequences. When broken down by
individual expenditure area, these were significantly higher for ‘defence’ and
‘other’ spendingin NI, and thesetwo areas alone had atotal per capita expenditure
gap of €4,926 favouring NI. Nevertheless, it is probably more usefultofocus on the
per capita expenditure shares per priority area rather than expenditure levels, as
this gives us a clearer indication of the difference in policy focus across the two
jurisdictions. Apart from the difference in ‘defence’ and ‘other’ spending, which
account for higher sharesin NI, health spending accounts for 26.3 per cent of per
capita expendituresin Ireland compared to 17.3 percentin NI. Education accounts
for10.7 per centand 9.5 percent of total per capita expendituresin Ireland and NI
respectively. Finally, social protection accounts for 30.1 per cent of total
expenditures in Nl compared to 27.9 per cent in Ireland.



TABLE 5.5 NATIONAL EXPENDITURES 2022—-2023 — PER CAPITA PPP ADJUSTED, €

| 24

Current expenditure 25,078 19,297 91.3 86.6
Capital expenditure 2,392 2,981 8.7 13.4
Main areas of expenditure

Defence 1,196 282 4.4 1.3
Education 2,616 2,374 9.5 10.7
Environment protection 248 237 0.9 1.1
Health 4,739 5,853 17.3 26.3
Housing 903 1,525 3.3 6.8
Social protection 8,266 6,211 30.1 27.9
Transport 624 931 2.3 4.2
Other 8,878 4,866 323 21.8
Other, excluding public order and safety 7,691 - 28.0 -
Total expenditure 27,470 22,279 100 100

Source:  ONS National Accounts and the 2023 Budget expenditure report for Ireland.

Notes:

The breakdown of expenditure by main areasis the sum of both current and capital expenditure. Gross voted core
current expenditure reflects the Government’s commitment to grow core expenditurein line with the trend growth
rate of the economy(Budget Expenditure Report, 2022). For Ireland, the ‘other’ category includes expenditure on
areas such as: agriculture, food and the marine; children, equality, disability, inclusion and youth; enterprise, trade
and employment; finance; foreign affairs; further and higher education, research, innovation and science; justice;
public expenditure and reform; rural and community development; the Taoiseach’s Office; and tourism, culture,
arts, Gaeltacht, sportand media. For NI, the ‘other’ categoryincludes expenditure on areas such as: international
services; public sector debt interest; science and technology; employment policies; agriculture, fisheries and
forestry; recreation, culture and religion; public order and safety; enterprise and economic development. Public
sector debt interest in NI accounts for €2,696 (9.8% of total expenditure) per capita of expenditure in the ‘other
category.

5.5 CONCLUSIONS

This study uncovers important differencesin the composition of tax revenues and
spending priorities between the two regions of Ireland and NI. At a per capitalevel,
individuals in NI, on average, pay less than half the amount of personalincome tax
comparedto their counterpartsin Ireland. There are important differencesin the
relative importance of revenue sources and spending priorities across both
economies. Brexit has had a clear influence ontrade flows overrecentyears. With
regards to differences in relative spending composition, Ireland’s greater focus on
capital and health spending points to a greater ability to focus on investments that
are likely to stimulate future economic growth. NI’s greater emphasis on social
protection and defence are much less likely to generate future growth returns.
Such variations in the composition of spending across both jurisdictions could,
potentially, contribute to future divergence in both living standards and economic
performance.
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CHAPTER 6

Economic sectors

6.1 INTRODUCTION

This chapter examines the sectoral composition of both economies in terms of
both employment and productivity. It also assesses the relative role of foreign-
owned businesses in both jurisdictions.

6.2 OUTPUT, EMPLOYMENTAND PRODUCTIVITY AT A SECTORAL LEVEL

Tabel 6.1 shows the sectoral distribution of employment and gross value added
(GVA) in Ireland and Northern Ireland (NI) in 2019. It should be noted that GVA
levels in some sectors are heavily influenced by the activities of the foreign
multinational sector in Ireland, such as manufacturing. As such, the level and
contribution to output may be overstated; nevertheless, the analysis does give us
insights into the extent GVA and employment shares vary, both within and

between both economies.

Comparing employment distributions across sectors in NI versus Ireland, we see
that while there are many similarities in 2019, some notable differences do exist.
Public sector employment remains higherin NI, accounting for 29.2 per cent of
total employmentcomparedto 25.3 percentin Ireland. Employmentin Irelandis
more heavily concentratedin the ‘information and communication’ and ‘financial
insurance’ sectors, which account jointly for 9.8 per cent of jobsin Ireland relative
to 5.4 per cent in NI. This is typically a high-wage, high productivity sector.
Agriculture and manufacturing are somewhat more dominantin Ireland, while real
estate activities have slightly higher employment shares in NI. However, despite
having broadly comparable sectoral employment distributions, there are large
differencesinthe sectoral contributions of GVA, which points to much higher levels
of value added perworkerin some sectors in particular economies. In Ireland, the
manufacturing sector accounts for more than 44 per cent of total GVA, which is
almost four times the sector’s employment share, and over 2.5 times the same
sector’s GVA contribution in NI. This points to a major gap in value added levels,
with productivity substantially higher in Irish manufacturing. Similarly, the GVA
contribution of the information and communication sector in Ireland is
approximately three times the Irish employment share and the NI GVA share,
which again indicates a much higher concentration of high value added activity in
Ireland relative to NI. There are some sectors where value added shares
disproportionately outweigh employment sharesin NI to a greater extent than in
Ireland. In particular, Table 6.1 suggests that value added levels are higher in the
construction sector in Nl relative to Ireland.
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Share of GVA

Share of emp.

Share of GVA

Share of emp.

Agriculture, forestry and fishing 0.8 4.4 1.4 3.5

Manufacturing 44.2 12.4 16.9 11.8

Construction 1.6 6.4 7.4 6.6

Wholesale and retail trade 7.5 254 194 26.2

Information and communication 18.3 53 4.6 3.0

Financial and insurance activities 3.9 4.5 5.1 2.4

Real estate activities 4.1 0.4 12.3 1.2

Professional, scientific and technical

activities; administrative and support 9.9 10.7 7.5 114

service activities

Public administration, defence,

education, human health and social work 8.8 25.3 23.0 29.2

activities

Arts, entertainment and recreation; other

service aCtIVItIl'ES; ?CtIVItIeS' of .household 09 51 24 49

and extra-territorial organisations and

bodies

Total 100.0 100.0 100.0 100.0
Source: OECD regional economy database.

Notes:

Output per sectoris relative to GVA at constant prices, 2015. Employment persector is relative to total employment.

We can geta clearer sense of potential productivity differences by examining data
on labour productivity, which essentially combines employment and GVA
information to get a per worker measure of output. Table 6.2 provides estimates
of labour productivity for both jurisdictions, from the Organisation for Economic
Co-operation and Development (OECD), for both 2015 and 2021. There are
consistencies withthe datain Table 6.1; forinstance, labour productivity levels are
substantially higher in Ireland in both manufacturing and information and
communications, with these gaps appearing to have widened over the 2015 to
2021 period. Labour productivity in the Irish real estate activities sector was more
than double the level reported in NI in 2021. Labour productivity in NI exceeded
that in Ireland in both construction and agriculture in 2021; nevertheless, labour
productivity in NI lagged that of Ireland in eight of ten sectors in 2021. Across all
sectors, taking account of the usual caveats associated with possible distortionsin
the Irish data, average labour productivity in Ireland was over 2.5 times that of NI
in both 2015 and 2021.
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TABLE 6.2 LABOUR PRODUCTIVITY-SECTORAL DISTRIBUTION, 000S €

|

Ireland N
Agriculture, forestry and fishing 24 30 23 36
Manufacturing 405 571 106 86
Construction 50 46 63 60
Wholesale and retail trade 64 55 44 43
Information and communication 251 489 80 90
Financial and insurance activities 194 132 103 128
Real estate activities 1,428 1,279 505 544
e masm
T e U wsw o
Arts, entertainment and recreation; other service
activities; activities of household and extra- 35 36 36 24
territorial organisations and bodies
Total 2,644 2,847 1,043 1,087

Source: OECD regional labour markets database.

Notes:  The OECD defines labour productivity as the ratio of total output per hour worked. It measures how efficiently labour
input iscombined with other factors of production and used inthe production process. Labour input is defined as
total hours worked of all persons engaged in production. Figures are in thousands and converted into euro.

Finally, foreign direct investment (FDI) is widely recognised as an essential factor
in understanding the success of the Irish economy over recent decades, so it is
usefulto contrast and compare the role of such companiesin the two economies
(Table 6.3). By 2021, foreign-owned firms accounted for 13.3 per cent of
employmentin NI comparedto 28.2 per cent of employmentin Ireland. Between
2015 and 2021, the employment share of foreign-owned firmsin Ireland increased
by 6 percentage points, while falling by 0.7 percentage pointsin Nl overthe same
period. Between 2015 and 2021, the numbers employed in foreign-owned firms in
Ireland increased from 304,000 to 572,000, which compared to an increase from
82,000 to 89,000 in NI over the same period. Foreign-owned business tends to
comprise large enterprises in both jurisdictions, as is evident by the fact their share
in employment greatly exceeds their share in the total number of businesses.
Turnover per worker in foreign-owned firms in Ireland in 2021 was €1.34 million
compared to €355,000 in NI. Notwithstanding the usual caveats around data
related to the FDI sectorin Ireland, the finding that perworker productivity levels
in foreign-owned firms in Ireland were almost four times that in Nl in the same
year pointsto asharp divergence in the productive capacity of foreign-ownedfirms
located in Ireland versus those in NI. In terms of the sectoral composition of FDI,
‘services’ (excluding financials) are important in both economies in terms of both
number of enterprises and employment shares. Foreign-ownedservice companies
accountedfor 54 per cent of foreign employmentin Ireland in 2021 compared to
34 per cent in NI. Between 2015 and 2021, the numbers employed in foreign-
owned service firmsin Ireland increased from 125,000 to 311,000, while remaining
relatively stable over the same period in NI at approximately 29,000.
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NI

Turnover per worker 000s — ¢ 278.9
% of businesses 1.3
% of employment 14.0

Foreign ownership by sector

Industry 160
Construction 55
Distribution 300
Services (excluding financials) — a 305
Total 820

Foreign ownership by sector — d %

Industry 195
Construction 6.7
Distribution 36.6
Services (excluding financials) — a 37.2
Total 100

Foreign ownership by employment

Industry 30,400
Construction 475

Distribution 23,305
Services (excluding financials) 28,225
Total 82,405

Foreign ownership by employment —d %

Industry 36.9

Construction 0.6

Distribution 283

Services (excluding financials) 343

Total 100
Source:

Notes:

295.5
15
133

220
75
345
485
1,125

19.6
6.7
30.7
43.1
100

32,945
1,090
24,830
29,900
88,765

37.1
1.2
28.0
337
100

Ireland
1,114.4
1.3
22.2

672

119

842
1,871
3,504

19.2
3.4
24.0
53.4
100

92,600
2,251
84,637
124,888
304,376

304
0.7
27.8
41.0
100

1345.7
3.4
28.2

1,135
771
1,924
8,606
12,436

9.1
6.2
155
69.2
100

132,800
13,879
113,867
311,096
571,642

23.2
2.4
19.9
54.4
100

NI: Inter-Departmental Business Register for Northern Ireland and Office for National Statistics for turnover data;

Ireland: CSO Business in Ireland 2015 and 2021.

The data for Ireland exclude the finance and insurance industry. Thus, in the table, the finance and insurance
industry has been excluded from the calculations of the foreign-owned sectoral and employment distributions in NI
to allow for greater comparability with the data for Ireland, where the comparable informationis notavailable. The
foreign-owned sector in Nl is defined as non-UK businesses operating in NI. The data for turnover for NI refer to

2017 (for 2015).

6.3 CONCLUSIONS

While some broad similarities occur in the sectoral structure of employmentin NI

and in Ireland, there are more substantial variations in the sectoral distribution of
GVA, pointing to large productivity differences in the two economies. This is borne

out by the data on labour productivity, which demonstrates higher productivity
levelsin Ireland in eight of the ten sectors examined. The particular strength of
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Ireland’s FDI economy componentis likely to be an important factor in explaining
some of the differences in sectoral productivity.



| 30

CHAPTER 7

Measures of opportunity and well-being

7.1 INTRODUCTION

This chapter compares differences in measures of opportunity related to access to
education and healthcare, as well as aggregate measures of welfare that will reflect
cumulative differencesin opportunities between Northern Ireland (NI)and Ireland
across all aspects of the life cycle.

7.2 EDUCATIONAL ATTAINMENT

The academic literature on the importance of early years education is well
established, particularly for closing social inequalities (Heckman, 2011). Here, the
evidence points clearly to NI beinga poor performer, in terms of enrolment rates,
relative to Ireland, the EU27 and the United Kingdom (UK). We calculated the
percentages of the population participating in education across age brackets, as
well as information on both early school leaving and young people in the NEET
category (not in employment, education or training) in both regions in 2018 and
2022 (Table 7.1). (For context, we also include the relevant rates for both the EU27
and the UK.) For early years education (3-5 years), NI’s enrolment rates were
recorded at 87 per centin 2018, falling to 84 per cent in 2022. The comparable
figures for Ireland were at 100 per cent and 93 per cent in 2018 and 2022
respectively. While the 2022 early years enrolmentrate forIlreland wasin line with
that of the EU27 in that same year, it lay below the UK average of 98 per cent.

Enrolment rates among 6-14 year olds, a period that incorporates compulsory
schooling ages, were 100 per cent in both Nl and Ireland in 2022 — slightly above
the averages forthe UK and EU27 in thatyear. Interms of enrolment rates among
the 15-19 year old cohort, a life stage that typically involves the end of second-
leveleducation in most countries, Ireland substantially outperforms the UK and the
EU27. In NI, the enrolment rate among 15-19 year olds stood at 71 per centin
2022, which was 10 percentage points behind the UK average and 21 percentage
points behind the figure for Ireland. The finding that almost 30 per cent of young
people aged 15-19 in NI are not enrolled in education, alongside the finding that
the enrolment rate actually fell between 2018 and 2022, is extremely alarming.
Enrolment rates among 20—-29 year olds in Ireland were almost twice those of NI
in 2018 and 2022, with Nl enrolment rates among this age group also substantially
lagging those of the EU27 and UK in 2022, by approximately 13 and 7 percentage
points respectively. Data on the educational enrolment rates of older cohorts,
which typically reflects lifelong learning, also indicate that educational
participation levels in Nl were well below the rates observed for Ireland in both
2018 and 2022. While rates of early school leaving in Ireland continued to fall
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between 2018 and 2022, from 5 per centto 2.7 percent, early schoolleaving in NI
increased from 9.4 percentto 10 per cent overthe same period. Finally, while the
proportion of young people who were NEET fell in both economies between 2018
and 2022, the NEET rate in NI was 2.6 percentage points higher than it was in
Ireland at the end of that period.

TABLE 7.1 MEASURES OF OPPORTUNITY, %

PAONRS 2022 | 2018 2022

Education enrolment rates EU27 Ireland NI UK

by age range:

3-5 year olds 92.2 92.7 100 93.2 86.6 83.8 100 98.1
6—14 year olds 98.0 98.2 100 100 98.1 100 98.2 99.6
15-19 year olds 86.5 87.0 92,6 93.9 73.6 70.6 84.1 82.1
20-29 year olds 27.9 29.9 29.0 30.6 15.2 16.9 20.4 23.8
30-39 year olds 4.5 5.3 7.3 6.5 33 4.1 5.8 -
40-64 year olds 1.1 1.4 5.6 3.3 1.3 0.8 2.3 54

Rate of early leavers of
education and training (in %
of the total population
aged 18-24)

Share of 18—24 year olds
who are NEET

10.5 9.6 5.0 3.7 9.4 10.0 10.6 10.7

- - 12.6 9.8 13.9 12.4 13.3 13.7

Source: OECD regional economy database.

Notes: UK early school leavers and NEET data are calculated as population weighted averages; Ireland’s figure for NEETs in
2022 isalsoa population weighted average. It should be noted that these figures refer to those resident and enrolled
in the jurisdictionand do not include those who have movedfrom NI to Ireland or the rest of the UK to study (sce
Smyth and Darmody, 2023).

7.3 HEALTH INDICATORS

In addition to education, access to healthcare is accepted as a key basic human
right within advanced economies. Historically, there has been a perception that
healthcare servicesin NI are superior relative to those in Ireland. However, thisis
no longer the case. Recent research has pointed to convergence in recent years
due to a combination of regional disparities in National Health Service (NHS)
performance and the combination of a series of austerity budgets in the UK,
alongside increased health spending in Ireland (McGuinness and Bergin, 2020;
Berginand McGuinness, 2021). We now examine a number of metrics that provide
us with an assessment of trends in access to health services in both jurisdictions.
Table 7.2 provides data on waiting lists per 1,000 population for inpatient and
outpatient procedures, by duration of wait, for both NI and Ireland, in 2024.
Waiting lists forinpatient and outpatient are similar for waits of between zero and
six months; however, the rates for longer durations are much higher in NI. There
were 86 persons per 1,000 population on waiting lists (inpatient plus outpatient)
formore than 18 monthsin NI, comparedto 12 persons per 1,000 in Ireland (Table
7.2).
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TABLE 7.2 INPATIENT AND OUTPATIENT WAITING LIST TIMES PER 1000, MARCH 2024

Ireland:

Inpatient 11 3 1 1 16
Outpatient 65 27 10 10 112
Inpatient + outpatient 75 30 11 12 128
NI:

Inpatient 16 7 5 20 48
Outpatient 61 33 23 66 183
Inpatient + outpatient 77 40 28 86 231

Source: Dataon waitinglists for Ireland come from the National Treatment Purchase Fund (NTPF) and the Department of
Health for Northern Ireland.

Figure 7.1 plots the number of hospital beds per 1,000 populationin Nland Ireland
between 2009 and 2022. While the rate of hospital bed provision was substantially
higherin Nl in 2009, at 4.05 beds per 1,000 compared to 2.83 in Ireland, this gap
has gradually narrowed over time by virtue of declines in provision in NI (rather

than increases in provision in Ireland).

FIGURE 7.1 AVERAGE NUMBER OF HOSPITAL BEDS PER 1,000 POPULATION

4.5

4

3.5

w

2.

(6]

N

1.

(S,

[N

0.

(S, ]

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

o

Ireland E NI

Source: National Healthcare Statistics 2023 for Ireland and Statista for NI.

We examined infant mortality rates per 1,000 live births in Ireland, the UK and NI
overthe period 2012 to 2022 (Figure 7.2). In 2012, infant mortality ratesin Nland
Ireland were broadly equivalent and below the UK average. However, the
intervening period has seeninfant mortality falling in both Ireland and the UK as a
whole butrising in NI. In 2021, infant mortality rates per 1,000 live births were 2.8

in Ireland, 3.6 in the UK and 4.8 in NI. The emergence of a substantial infant
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mortality rate gap between NI and Ireland over the period 2009 to 2021 is an
extremely worrying development.

FIGURE 7.2 INFANT MORTALITY RATES (PER 1,000 LIVE BIRTHS)

Source:
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CSO - Vital Statistics Annual Report; NISRA — Registrar General Annual Report for Stillbirths & Infant Deaths.

7.4 LIFE EXPECTANCY

Finally, we examine patterns of life expectancy in both jurisdictions. This indicator
reflects the impacts of multiple well-being determinants across a range of areas,
including income levels, educational attainment and access to health services.
Figure 7.3 plots the life expectancies for children below the age of one in Ireland,
NI, the UK and the EU27 over the period 2000 to 2022. In 2000, life expectancyin
Ireland was approximately one year lower than that in the UK and NI. The rates
had converged by around 2006, with Irish life expectancies increasing more quickly

relative to both the UK average and NI thereafter. In 2021, life expectancy for

children aged below one in Ireland was 82.4 years compared to 80.4 years in NI
and a UK average of 80.7 years. Figure 7.4 plots differences in life expectancy over
time by region and gender, and we observed the familiar pattern that female life
expectancies exceed those for males across all areas. The gender life expectancy
gap in 2021 was 3.8 yearsin Ireland and 3.9 yearsin NI, with the figures for the UK
average and the European Union (EU) standing at 4.2 and 5.7 years respectively.
While the life expectancy rate in NI in 2021 was approximately equal to the EU27
average, the relatively rapid divergence between Nland Ireland over recentyears
largely reflects a growing divergence over time in key well-being determinants,
such as living standards, education and certain aspects of healthcare access.

2022
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FIGURE 7.3 LIFE EXPECTANCY FOR UNDER 1 YEAR OLDS
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FIGURE 7.4 LIFE EXPECTANCY BY GENDER FOR UNDER 1 YEAR OLDS
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FIGURE 7.5 LIFE EXPECTANCY, 65+
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7.5 CONCLUSIONS

Nllags Irelandin a substantialwayin almostall aspects of educational attainment,
with some gaps also opening up in access to healthcare in more recent years. While
the life expectancy rate in Nlin 2021 was approximately equalto the EU27 average,
the divergence between NI and Ireland largely reflects a growing gap over time,
demonstrated in this study, in key well-being determinants, including living
standards, education and certain aspects of healthcare access.

2021
2022
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CHAPTER 8
Conclusions

This report provides a high-level comparison of the economies of Ireland and
Northern Ireland (NI) for recent years. A range of economic, socio-economic and
demographic measures are used to explore similarities and differences in
economic growth, living standards and general well-being and economic
structures. While the primary focus is to provide a comparison of the economies
of Ireland and NI overrecent years, we also examine changes over time to assess
how relativities have evolved in recent years.

Itis importantto recognise that the economies North and South on the island are
distinct in important structural respects. NI forms a regional part of the overall
United Kingdom (UK) economy with important implications, for instance, for NI's
trade and labour market flows, as well as the organisation of public services and
public policy configuration. Comparisons with Ireland as a national level economy,
and an European Union (EU) Member State, willtherefore not always be on a like-
for-like basis. In making comparisons, it is also important to note the relatively
strong economicgrowth in Ireland and the impact of Brexit on the whole of the UK
in recent years, which additionally saw an absence of a functioning Northemn
Ireland Executive for a prolonged period. These wider contexts are reflected in
metrics overrecentyears, but may not continue to impact in the same way in the
time ahead.

In this context, an economic overview of Ireland and NI provides a contemporary
analysis of relative economic performance and allows for differences between
Ireland and NI to be better understood.

In 2022, the population in Ireland was 5.1 million and that of Northen Ireland was
1.9 million. Over the period of 2010 to 2022, Ireland experienced more rapid
population growth, in large part driven by strong net migration flows in more
recentyears. As a result, Ireland has a younger age structure than that of NI, with
an old-age dependency rate (population aged 65 and over relative to the
population aged 15-64) of 23.1 in 2022, comparedto 27.7 in NI. Having arelatively
older population tends to put greater pressure on the social welfare systemin later
years, effects thatare likely to be exacerbated by any continued impacts of Brexit
that limit access to international labour markets.

Labour market participation rates for those of prime working age (16—64) are
higherin Ireland thanin NI, and a wideninggap in participation rates has emerged
overtime. In 2010, the participation rate for those aged 16—64 was 71.6 in Ireland,
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0.5 percentage points above that in NI, while in 2022 the participation rate in
Ireland stood at 76.8 per cent, which was 4.4 percentage points higherthan in NI.
Employment rates in Ireland and Northern Ireland have evolved differently over
time. Employment rates were higher in NI in 2010 but the subsequent strong
recovery from the financial crisis in Ireland led to a large increase in employment
rates, so that in 2022 the employment rate for those aged 16—64 was 73.3 in
Ireland — 3 percentage points above thatin NI. The relatively lower rates of labour
market participation and employment in NI, coupled with the demographic
challenge, will tend to raise the likelihood of both future and ongoing skill and
labour shortages in that jurisdiction.

Overall, the business cycle is more evidentinIreland than in NI, with labour market
indicators such as the unemployment rate, migration flows and NEET (not in
employment, education or training) rates all displaying more volatility in Ireland
thanin NI. Inrecentyears, the unemployment rate has been lowerin NI while the
NEET rate has beenlowerin Ireland. As a consequence, the performance levels of
the Irish economy are much more prone to negative externalshocks compared to
the situation in NI.

When comparing living standards, we find that household disposable income was
18.3 percenthigherinlreland thanin Nlin 2018, a gap that has widened overtime.
This represents asizeable gapin living standards between Ireland and NI. We place
more emphasis on this measure over other commonly used measures for living
standards, as the latter can be heavily distorted for Ireland. This finding on the gap
in living standards is reinforced using hourly wage data, which show earnings were
36 per cent higher in Ireland than in Nl in 2022. The finding that living standards
are diverging across both economies is certainly worrying from a policy
perspective, and would tend to suggest that productivity differences are also
becoming greater.

A number of important differences exist with regard to the relative structure of
both economies in relation to tax revenue sources, spending priorities, labour
productivity and the influence of foreign-owned companies. In terms of
employment, publicsector employment remains higher in NI, accounting for 29.2
per cent of total employment comparedto 25.3 per centin Ireland; however, this
difference has narrowed substantially over time. Employment in Ireland is more
heavily concentrated in the ‘information and communication’ and ‘financial
insurance’ sectors, which account jointly for9.8 per cent of jobsin Ireland relative
to 5.4 percentin NI. This sectortypically contains high productivity and high wage
jobs. With respect to trade, it is undoubtedly the case that Brexit has had a
substantial influence on both north—south and east—west flows in very recent
years. While Great Britain (GB) remains NI’s largest trading partner, there was a
marked decline in trade between NI and GB over the 2015 to 2022 period,
particularly in the GB share of servicesimportsinto NI. Recent years have also seen



an increase in trade activity between Nl and Ireland, which has been particularly
pronounced in goods exports between NI and Ireland, and services imports from
Ireland to NI.

This study also uncovers important differences in the composition of tax revenues
and spending priorities between the tworegions. At a per capita level, individuals
in NI, on average, pay less than half the amount of personal income tax (€2,980)
paid by their counterparts in Ireland (€6,725). This disparity suggests that higher
average incomes in Ireland, coupled with a more progressive tax system, results in
a larger income tax share take. However, it is important to note that despite this,
household disposable incomes remain substantially higher in Ireland. Corporation
tax receipts per capita (€5,760) in Ireland were more than five times the amount
collected in NI (€1,018) based on the most recent year of data. However, the
analysis also indicates that corporation tax accounts for approximately 21 percent
of total tax receiptsin Ireland (comparedto 6 percent in NI); therefore, almost 80
per cent of Ireland’s per capita tax revenues come from sources other than
corporation tax. On the expenditure side, health spending accounts for 26.3 per
cent of per capita expendituresin Ireland compared to 17.3 per cent in NI
Education accounts for 10.7 per cent and 9.5 per cent of total per capita
expenditures in Ireland and NI respectively.

Labour productivity is a key indicator of economic performance, and we found that
labour productivity in NI lagged that of Ireland in eight of the ten sectors examined
in 2021. A key driver of labour productivity in Ireland has been the growth of
employment in foreign-owned businesses over recent decades, which has been
accompanied by a rapid expansion in highly productive jobs. Between 2015 and
2021, the numbers employed in foreign-owned firms in Ireland increased from
304,000 to 572,000, comparedto anincrease from 82,000 to 89,000 in NI over the
same period. Notwithstanding the usual caveats around data related to the foreign
direct investment (FDI) sector in Ireland, the finding that productivity levels in
Ireland’s foreign-owned firms were almost four times that in NI in the same year
points to a sharp divergence in the productive capacity of foreign-owned firms
locating in these two jurisdictions.

When we compare differences in measures of opportunity related to access to
education and healthcare between Nland Ireland, anumber of important findings
arise. The academic literature on the importance of early years education is well
established, particularly for closing social inequalities (Heckman, 2006). However,
the data demonstrate that Nl is a poor performer in early years enrolment rates
relative to average for the UK, Ireland and the EU27. For enrolment rates among
15-19 year olds, which typically reflect second level educational participation in
most countries, Ireland substantially outperformed the UK and the EU27 in both
2018 and 2022; however, again, NI is an outlier. Educational enrolment rates
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among 15-19 yearoldsin NI stood at 71 per centin 2022, which was 10 percentage
points behind the UK average and 21 percentage points behind the figure for
Ireland.

The finding that 30 percent of young people aged 15-19 in Nl are not enrolled in
education, and that this rate has been falling between 2018 and 2022, is extremely
alarming. On its basis, it is not surprising that early school leaving remains a
particular problemin NI. While rates of early schoolleavingin Ireland continued to
fall between 2018 and 2022, from 5 per cent to 2.7 per cent, early school leaving
in Nlincreased from 9.4 percentto 10 percentoverthe same period. Finally, while
the proportion of young people who were NEET fell in both economies between
2018 and 2022, the NEET rate in Nl was 2.6 percentage points higher thanin Ireland
at the end of the period. The general finding that gaps in educational attainment
between Nland Ireland have continued to widen in some key areas, and that some
enrolmentratesin NI have actually beendeclining in very recentyears, alongside
arise in early school leaving, is, again, a matter of real concern.

Access to healthcare is accepted as a basic human right within advanced
economies, and waiting lists are a primary measure of the efficiency of healthcare
systems. The rates of inpatient and outpatient waiting lists are similar across both
jurisdictions for waits of between zero and six months; the rates for longer
durations are much higherin NI. There were 86 persons per 1,000 population on
waiting lists (inpatient plus outpatient) for more than 18 months in NI compared
to an equivalent figure of 12 per 1,000 population in Ireland.

Infant mortality is another widely used measure of healthcare efficiency. Infant
mortality rates are an important indicator of the effect of overall economic and
social conditions on the health of mothers and infants, and is particularly
influenced by the effectiveness of health systems, income and maternal level of
education. In 2009, infant mortality ratesin Nland Ireland were broadly equivalent
and below the UK average; however, the intervening period has seen infant
mortality falling in both Ireland and the UK asawhole but risingin NI. In 2021 infant
mortality rates per 1,000 live births were 2.8 in Ireland, 3.6 forthe UK average and
4.8 in NI. The emergence of asubstantialinfant mortality rate gap between Nl and
Ireland over the period 2009 to 2021 is an extremely worrying development.

Finally, we examine patterns of life expectancy in both jurisdictions, an indicator
that tends to encapsulate the impacts of multiple well-being determinants across
a range of areas including income levels, educational attainment and access to
health services. In 2021, life expectancy for children aged below 1 year in Ireland
was 82.4 years, compared to 80.4 yearsin Nland a UK average of 80.7 years. While
the life expectancy rate in Nlin 2021 was approximately equalto the EU27 average,
a divergence here between NI and Ireland over recent years largely reflects a
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growing gap overtime, demonstrated in this study, in key well-being determinants,
including living standards, education and certain aspects of healthcare access.
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