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Executive Summary

This study utilises an area classification system, based on size, to analyse how the economic
recovery has impacted on rural and urban areas in Ireland. After a period of deep recession,
Ireland has experienced a rapatovery largely due to increased FDI investment and a low
interest rate. This study examines at a spatial scale how this recovery has impacted on urban
versus rural areas. The resuiighlight that although the economy has been in recovery for
over fiveyears since 2012, the impact has not been consistent across the country. There has
been a long term trend of population share decline in rural areas whereas the population share
in rural towns has increased. Migration into the cities of Cork and Dubinrdsulted in
population growth in these cities for the first time in over a decade. Since 2012, employment
growth has been localised in Dublin and surrounding regions with lowest growth occurring in
the MidWest, West and the South West regions. In tesimeconomic activity since the
previous peak in 2007, by 2014 only Dublin had seen a higher level of economic activity. In
the border region, economic activity was 32% lower than at the previous peak. There is a
clear divergence between Dublin and the oéshe country which has accelerated during the
economic recovery. If we measure the economic strength of rural towns in terms of
unemployment and migration, we find that the best performing towns are in general located
around cities. Conversely, the woperforming towns are further away from cities, with a
band of the weakest towns in an arc from the South East across the Midlands to the West,
North-West and Border. Access to concentrated labour markets has had a strong impact on
the recovery of ruralraas and towns.



The Local Impact of the Economic Recovery
1. Introduction

Since 2006 Ireland has experienced a turbulent economic climate, with a property bubble and
subsequent crash resulting in a oOgreat rec
significant economic recoveryNoonan, 2016; Fitzgerald, 2014however there are
suggestions that there is a geographic imbalance in the recovery, as there was in the economic
crash. This report examines the spatial distribution of economic recovery adoassand

rural areas.

The economic crash had a larger negative impact outside the main cities as illustrated in
research undertaken §y'Donoghue et al., (2013yhich showed that compared to cities,
poverty ratesvere50% higher in small and medium sizéalvns and the operountryside In

these areasne third of working age household&l not have a wage&oncern around the
increasing divergence between urban and rural areas led to the establishment of CEDRA
(Commission for the Economic Development of&Areas to investigate thempact of the

crash and theconomic potentidior recovery in aral Ireland The CEDRA report highlights

the differential impact on rural areasuaseemployment increased by 192%mpared td.14%

in urban area§CEDRA, 2014) with the largest declines im&ll and medium sized towns
(O'Donoghue et al., 2013)The report also noted that the availability of substantial
constructiorrelatedemploymentfor many farmers and rural dwellers over the previous 15
years disappeared almasvernight, withemployment in rural areas remiig concentrated

in decliningsectors

Recent studies suggest that there has been a growing concentration of economic activity in
and around Dublin City, with urban areas outperforming rural areas. Ttiessghow that

the worst performing areas which are largelyal are characterised by high levels of
unemployment, low income and low levels of third level educafMorgenroth, 2014;
Kilgarriff et al., 2016) Increasing incomes withithe Greater Dubfi Area (GDA are not
compensatindor the costof commutingto these areagvega et al., 2016)This is further
highlighted by he Pobal Deprivation Index which shows the level of overall affluence and
deprivation at the small area (local) lev@ince thecrash and recovery, cities have performed
better than other areas. Counties outside the Greater Dublin Area are experiencing the biggest
declines in affluence leve(slaase, 2017)with inhabitants claiming that the recovery has not
reached these are@®@uane, 2016)

However, there are disadvantages to living outside the five main cities (Dublin, Cork,
Galway, Limerick and Waterford). In relation to employment opportunities, high wages tend
to be found where high skilled workers concentrate in dense l@oaur markets where
efficiencies can be increased by matching worker skills to (Kbsgman, 1998) For this
reason, rural areas suffer from outward migration of young and high skilled workers due to a
lack of job opportunities and servicfBezzini, 201). As a consequence, low access to and
availability of highskilled jobs can lead to dow-skill, badjob trag where there is a low
incentive for workers to upskill and for firms to offer high sdlljobs (Snower, 1994)
Commuting distance to job opgunities impacts on the spatial distribution of employment
(Rogers, 1997)

Media coverage has consistently highlighted the spatially inconsistent nature of the recovery
with headlines such as: ARur al |l rel a®@dBr s eneg
2016), MA strong but uneven economic recovery in Iretaddbanrural divide widens as
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regions are slow to recoMer (| r i s h T Renevery is rdtOyét Heging felt iri rural
area® ( Bo |l a n Orpanr@ré @liade jn eddnomic recovaryfHogan, 2015)fiUrban

rural divide widens as Capital boormdears of two tier recovery as growth wanes in rural
area® (Weston, 2015), however many of the media reports note the dearth of data at regional
or local scale to allow for more meaningful arsadyat regional or sukegional levels.

2. Current National Context

The EUI MF assi stance programme in 2010 provid:
financial support over a three year per(&inyth, 2017)Lower than forecasted interest rates

played abigr ol e i n I relandds recovery andMHA Tr el anc

programme and better than expected economic
newso stories to the markets which eventual
progranme.

Commentators cite thetateled Foreign Direct Investment (1) growth modelas a primary

driver of recoveryBrazys and Regan, 2017; Regan, 20Hjed byl r el andds <cor po
rate of 12.5% whicHacilitated the attraction of FDI during a difficult economic climate.

Ireland now has one of the highest FDI stocks as a percentage of Gross Domestic Product
(GDP) in the OECD(OECD, 2017a)In addition, Ireland has one of the highest rates of

tertiary elucation in the OECD over 50% of those aged -3 (OECD, 2017b)which is an

attractive demographic characteristic from an FDI perspective.

Since 2011, the economy has seen a very significant recovery, with GDP per capita (constant
prices), increasing by9% and the GNP equivalent increasing by 84% (Figure 1). While
these figures incorporate a once off single year real growth rate of 41.8% and 36.5%
respectively, between 2015 and 2016 (related to aircraft leasing), the economy had been
steadily growing afour to five per cent per annum in the period 2@025. Thus real GDP

per capita exceeded the gmash peak in Q2, 2015 and GNP per capita in Q3, 2@&ES (r

GNP per capita had passed out the prior peak in Q4 2014, but only for one)quarter
Employment gowth has averaged two per cent per annum since 2012 and the
uunemployment rate is now 7.9% compared to a peak of 1¢Ea%ostat, 2017)

Figure 1. GNP and GDPper capita (constant) prices
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However, the recovery is not eglyatistributed across the populatioioung males have

seen a faster recovery, with employment rates for those aged i2@reasing by 41.1% and

19.1 % for women. For ages-B9, employment growth has been respectively 12% and 13%
for men and womenThe QGni coefficient which measures inequality in relation to the
distribution of wealth is lower post recovery (30.8 in 2015 compared to 32.4 in 2006) as the
introduction of more progressive taxes and the removal of low earners from the tax base and
benefits mproved the ralistributive nature of the talzenefit system during the crisis years
(Kennedy et al., 2016However, the same however is not the case for other measures of
poverty and inequality. The deprivation rate and consistent poverty rate wereihigioa5
compared to 2006. The deprivation rate in 2006 stood at 14% while in 2015 it is significantly
higher at 25.5%, the rate reached peak levels in 2013 of 30.5%. Consistent poverty stood at
6.6% in 2006, reached peak levels of 9.1% in 2013 and Wési8.2015 andCSO, 2017d)

Employment remains below peak levels (Figure 2), with large increases in the numbers of
long-term unemployedMcDonnell, 2016) There are large increases in vulnerability as
21.8% of Irish children live in jobless householtte highest in the OECQDECD, 2016a)

Initially there was little increase in employment for those with low education levels
(Fitzgerald, 2014)and ly Q1, 2017, employment had only recovered to 2.035 million, or
5.4% below peak, while the population hadwn by 4.2% between 2008 and 2016. In early
2017, employment remains at 64.7%, highlighting that further progress is needed to reach the
pre-crisis working age employment rate of 69.8%.

Figure2. Empl oyment | evel (06000s)
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The next section describes the classification methodology and the data used to examine the
localised nature of the recovery. Results are presented which illustrate therurddan
differential impact of the recovery in relation to three indicatdegaries: demographic
characteristics, economic indicators and a measure of the economic strength of towns and
rural areas, within a spatial context.



3. Urban-Rural Classification

In quantifying the impact of the economic recovery on urban and rural aneethodology

is requiredwhich allows us to differentiate areas into udparal and further disaggregate
urban into smalmedium sized towndn addition, we would also like to examine rural areas

on a regional basis and in terms of proximity to urb@asiThere are currently a number of
methodologies used to define urban and rural ark@dsninistrative boundaries are used in
relation to municipalities such as cities, city or county boroughs, towns, urban districts etc.
There are five city boroughs (Diily Cork, Galway, Waterford, and Limerick), however
categorising areas outside of the main cities can be complex. For instance, there are
contiguous parts of cities that are part of different counties in Limerick, Waterford and
Dublin. Town and city bouraties have changed over time and in addition, there are
considerable areas of higher population density surrounding cities and towns, while there are
areas of |l ower popul ation density and far ml
(forthcoming for anurbarrural sensitivity analys)s

Building on these existing methodologies, we aim to differentiate between cities, towns and
rural areas and additionally differentiate towns on the basis of population, from small towns
(1,500-2,999 inhabitants), to madn sized towns and large towns with over,0DD
inhabitants.

Using population density is one methodological approach which can be applied to classify
areas as ruralrban.It can be argued that in international comparisons, it may make sense to
use a higer population density as a small town like Listowel could be regarded as a mainly
rural area. While ican also be argued thidiese rural districts, surrounding arbdistricts

within a town area should be incorporated as being part of that toentiiise a lower
density of 50inhabitantsper knf. O'Donoghue et al., (forthcomingkaminethe sensitivity

of economic and demographic summary statigbdwe choice of population densityin this

report we classify areas using a methodology similar to uhbsed in O'Donoghue et al.
(2013) This allows for cross comparisons between the two studies, with one study examining
the crash and the other examining the recovery. Towns outside of the five cities are divided
into five categories according to poptibn size: 1,50@,999 inhabitants, 3,000,999
inhabitants, 5,00@,999 inhabitants and towns of 10000+ inhabitants. In additiorgefiee

rural areas as having a population density of 50 pérdimhavinga population of less than
1,500. Dividing smaltowns into different categories allows a more accurate representation of
current circumstances facing towns, reflecting the heterogeneity of circumstances in towns of
different sizes.

Going beyond the size of towngje ut i |l i se a measnoghee ela.vel opce
(2013), to define theeconomic strengthof a town and thereby identify the towns that
recovered faster since 2Q1\&hile unemployment rates are often used to classify areas, this

may not be appropriate for rural areas, where higher unemplay often leads to out

migration. In this analysis, the economic strength is an index that is a function of the
unemployment rate and the level of migration. Lower unemployment and higher levels of
inward migration signify stronger towns in the contexthed economic recovery, compared

to their performance during the crash.

4, Data Sources

Datais utilised from a number of Central Statistics OfficeS(@ data sources including
Small Area Population Statistics (SAPQ)arterly National Household Surve@ JHS) and
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National Accounts.SAPS data are used to examine the characteristics of areas at the
Electoral Division (ED) level. The Quarterly National lis®hold Survey provides us with
spatially aggregated labour market data at the regional NUTS3 level. National Accounts
provide us with data on economic performance measured using household income and gross
value added, at county and regional lev&lse QNHS is a largescale nationwide survey of
householdg(approx. 26,000) which aids in producing quarterly estimates of labour force
measures. It is used in estimating the official measure of employment and unemployment for
the state(CSO, 2017h)The Live Reggter serieCSO, 2017¢) produced monthly by the

CSO contains labour market data atletailed geographic level, includirtge county and
individual Department of Social Protection (DSjce level. This is the only labour market

data with a spatial epponent which is available on a regular basis. The Live Register records
individuals who register for Jobseekers Benefit, Jobseekers Allowance or other entitlements
at their local DSP office.

The National Accounts tables are published annually and quyaltethe CSO and are used

to examine the performance of the economy as a whole or by sector. The tables provide
information on aggregate measures such as Gross Domestic Product (GDP) and Gross
National Product (GNP). Both household income data and reg@c@unts are also
included in the National Accounts. They contain information on the levels of economic
activity at a regional (NUTS3) and county level.

Regional Accounts

Gross Value Added (GVAat basic pricess the total value of goods and servicesduced in

a regionthat the producer receiveless any materials or services which come from outside
the region, less any taxes and plus any subsi@¥# and GDP both measure the value of
goods and services produced in an economy. GDP is valued attpades and includes
taxes and excludes any subsidies, GVA excludes taxes and includes s6Se2017a)

While regional accounts provide an indication of where income earners work, we need data
on household income to provide an indication of wheceme earners live. A breakdown of
primary income, household income and disposable household income totals are published at
the regional and county level. Primary income consists of compensation of employees (wages
and salaries), seémployed income, reéal income (including imputed rent), net interest and
dividends. Household income is calculated using primary income plus social benefits and
other transfers. Finally, disposable income consists of household income less any taxes and
social contributiongCSO, 2017a)Disposable income per person is also published which
provides an indication of per capita income.

Table 1. Administrative Areas in Ireland
Geographic Unit Number of Divisions
Small Area 18,488
Electoral Division 3,409
Local Authority 34
County 26
NUTS 3 8
NUTS 2 2
NUTS 1 1

Source: CSO



Maps generated for this report were created using GIS software, using data at the Electoral
Division (ED) level from the CSO SAPS 2011 & 2016. Maps are displayed as quintiles
which are weighted by population, gigiequal importance to each individual.

5. Results I: Demographic Context

In order to understand the impact of the economic recovery by area, this section reports the

demographic context of the different areas in terms of education level, population share and
the components of population change such as migration and age groups.

Figure 3. Population Change: 20112016
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In Figure 3 we see that areas which have experienced the greatest levels of population growth
are concentrated @und the cities of Dublin, Cork and Galway. Despite some areas having
population increases as high as 68%, many remote rural areas have experienced decreases in
population (red on map). This is supported by figures showing an overall greater decrease in
the population of rural compared to urban areas.

If we group areas in terms of rural areas, towns, Dublin and the other cities as illustrated in
Figure 4, we see a gradual decline in the rural population outside the towns and cities from
36% of the populatio in 1996 to 30% in 2016, utilising a population density of 50
inhabitants per ki However the largest increase has occurred in towns rather than (other)
cities, which have increased in share from 26% to 34%. Most of this growth in share occurred
in the period 19962006. The share of the population in rural towns is thus higher than that in
County Dublin, which, like the cities, has held a relatively constant share over time.

Figure 4. Trend in Population Share by Area Type
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Note: We define ruradreas as having a population density of 50 inhabitants per km2 or having a population of
less than 1500.

Demographic Characteristics

In public commentaries, rural areas and towns are sometimes charactenseal bigcline,

with outmigration and ageinggpulations. In reality the situation is somewhat differeint.

Table 2, we categorise different area types by their demographic staiisti316and see
thatrural areasand towns have, in general, a higher share of younger people. In rural areas,
18% d the population is under 15 compared to 13% in Dublin City. These shares are higher
than in any of the other cities. While there is typically a slightly higher share of older people
in smaller settlements, the share is similar to the range within tles.cClthe areas with the
largest share of older people are those in the open countryside and Cork City. Rural areas
have the lowest levels of education attainment. This is not surprising given the high share of
older people.



Table 2.

Demographic Characteristics 201% 2016

Open Towns (1500 | Towns (3000 | Towns (5000 | Towns Waterford | Galway | Limerick | Cork Dublin | County
Countryside | 2999) 4999) 9999) (10000+) | City City City City City Dublin
Share of Populatiof 0.30 0.07 0.04 0.07 0.16 0.01 0.02 0.02 0.03 0.12 0.17
2016
Share of Populatior] 0.30 0.08 0.05 0.09 0.15 0.01 0.02 0.01 0.03 0.12 0.16
2011
Share Aged <14 0.18 0.19 0.20 0.19 0.19 0.17 0.15 0.16 0.13 0.13 0.17
2016
Share Aged <14 0.19 0.20 0.20 0.20 0.19 0.17 0.14 0.15 0.12 0.13 0.19
2011
Share Aged >=64 0.18 0.16 0.15 0.15 0.14 0.16 0.13 0.15 0.18 0.15 0.14
2016
Share Aged >=64 0.15 0.14 0.13 0.13 0.12 0.15 0.11 0.15 0.17 0.15 0.11
2011
Net Migration
2011 0.01 0.05 0.15 0.09 -0.02 -0.02 -0.03 -0.06 -0.04 | 0.01 0.00
2016 -0.02 -0.01 0.00 0.00 0.01 0.01 0.01 -0.02 0.06 0.06 0.03
Tertiary Education 0.32 0.36 0.36 0.35 0.39 0.35 0.54 0.41 0.41 0.51 0.50
Rate 2016
Tertiary Education 0.27 0.30 0.33 0.32 0.35 0.30 0.48 0.27 0.34 0.42 0.41
Rate 2011
Unemployment Ratg 0.06 0.08 0.08 0.09 0.09 0.10 0.07 0.08 0.07 0.08 0.06
2016
Unemployment Ratg 0.10 0.11 0.11 0.12 0.11 0.13 0.11 0.13 0.11 0.10 0.09

2011

Source: CSO Small Area Census Data 2011 &620
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Figure 5 illustrates how the distribution of the elderly appears spatially. Using the old age
dependencyatio (ratio of adults aged 65+ / adults agedi165) we can clearly see the

districts with the highest levels of old people are located outside of the cities and commuter
zones.

Figure 5. Old Age Dependency Ratio (2016)
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Figure 6. Tertiary Education Rate (2016)
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The tertiary education rate follows a similar pattern (Figure 6). Rural areas have the lowest
levels of education attainment. This is not surprising given the high share ofpelojae.

This concentration of younger people in towns is possibly due to a high level of net migration
from cities to towns in the period before 2011. Higher house prices in the main cities may
have been of the drivers of this migration. However this tdrahged during the recovery
phase from 2011, where we have seen migration into the cities of Cork and Dublin, with flat
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or growing outmigration in rural areas and towns. This marks the first population growth in
most cities for over a decade. In 2016atéfford city has the highest unemployment rate,
followed by townswith populations of 009,999 and 100+ respectively. The lowest
levels ofunemployment are in the cities and rural areas. The low unemployment rate in rural
areas compared to towns megflect the fact that many unemployed in rural aressl to
migrate, particularly in the more remote ar@dazans, 2004)

Figure 7. Unemployment Rate (2016)

Source:CSO Small Area Census Data 2016
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