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AsstrRACT: This paper focuses on the increasing regional disparities in Ireland, especially since the great recession and
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Introduction

In regional economics, the most popular
growth models are concerned with long-run
growth and its effects on regional disparities. The
neo-classical growth model (Solow 1956), due to
the assumptions that labour remains constant
and there are diminishing returns on investment,
predicts that capital will flow to poorer regions.
This influx of capital will result in poorer regions
growing faster and therefore in the long-run we
should witness convergence. This contrasts with
the New Economic Geography model (Krugman
1991) which, due to transportation costs and econ-
omies of scale, predicts that investment will flow
towards the region with the largest population.
This will cause divergence between the core and
the peripheral regions. These theories fail to pre-
dict what happens to regional disparities during
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a crisis. This gap has been filled in recent years by
the emergence and advancement of theories and
empirical studies regarding regional economic
resilience, which focuses on how regions absorb
and recover from recessions.

Since the recent recession of 2007/2008 there
has been an increased interest in regional resil-
ience, both theoretical and empirical (Simmie,
Martin 2010; Martin 2012; ESPON 2014). This pa-
per hopes to add to that expanding body of lit-
erature by reviewing the experiences of the Irish
economy in the lead up to and since the recent
recession. Focusing on Irish NUTS 3 regions,
this paper will examine the regional disparities
across Ireland from 2000 to 2014 and explore to
what extent the recession has caused an increase
in regional disparities.

Ireland is an interesting case to study for
several reasons. It was one of the countries

© 2018 Author(s)
This is an open access article distributed under

the Creative Commons Attribution-NonCommercial-NoDerivs license

doi: 10.2478 / quageo-2018-0043
ISSN 0137-477X, eISSN 2081-6383

S0¢€90



100

BARRAT HENNEBRY

most negatively affected by the recession in the
European Union (EU) and was often grouped
alongside Portugal, Italy, Greece and Spain to be
given the acronym ‘PIIGS’. These were considered
the worst affected countries in the EU. However,
Ireland has experienced a significant recovery
from the recession which has been dubbed by
some in the media as the ‘Celtic Phoenix” (Brady
2014; Reilly 2014). In 2014, the then German fi-
nance minister, Wolfgang Schauble, even claimed
that Germans were ‘jealous’ of the econom-
ic growth figures that were being achieved by
Ireland (O’Hora, Kelpie 2014). This supposed “mi-
raculous’ recovery has not been without its critics,
with some claiming that in Ireland it has been a
two-tier recovery with the growth being concen-
trated in Dublin (and some other urban centres),
while the rest of the country, especially rural are-
as, continue to fall further behind (Weston 2015).
This paper will examine the validity of the argu-
ment that Ireland is experiencing a two-tier recov-
ery, with urban regions being more resilient, by
analysing the changes in regional disparities to
see to what degree the recovery has been concen-
trated in urban centres. The remainder of the pa-
per is structured as follows: Section 2 will exam-
ine the literature on regional resilience to provide
a working definition to be used in the context of
this paper. Section 3 will outline the methodolo-
gy for this paper. Section 4 will give a brief over-
view of the Irish economy from 2000 to 2014. This
section will compare the experience of the Irish
economy with that of the other ‘PIIGS’ to see if the
Irish recovery has been exceptional. Section 5 will
examine the changes in regional disparities across
Irish NUTS 3 regions focusing on three indicators;
gross domestic product (GDP) per capita (pur-
chasing power parity), gross value added (GVA)
and employment. This will show which regions
were worst affected by the recession and which
regions showed the greatest resilience, showing if
there is validity to the claims of a two-tier recov-
ery. Section 6 will discuss the findings and draw
some conclusions from the paper as well as rec-
ommend areas of further research.

Defining regional economic resilience

Although growth theories and economic mod-
els tend to focus on the long-term determinants

of growth, there has been an increased focus on
economic resilience. Hassink (2010: 45) has stat-
ed that one of “the most intriguing questions in
economic geography is why some regional econ-
omies manage to renew themselves, whereas
others remain locked in decline”. Even with this
growing interest, regional economic resilience is
still a relatively new area of research and as such
definitions and theories tend to vary somewhat
between different studies. It is therefore necessary
to set out the exact definition of regional resilience
and theoretical underpinnings of this paper.

The conceptual framework of this paper will
largely be based on the work of Martin and Sunley
(2014). As noted in their study, notions of regional
economic resilience tend to be influenced by three
distinct but similar definitions, which all come
from other fields of study. Firstly, there is the defi-
nition which comes from engineering which sees
resilience as the ability to bounce back or recover
from a shock. It is important to note that this defi-
nition assumes a single equilibrium point and the
resilience is measured by the “speed of return to
equilibrium” (Holling 1996: 33). This fits well with
a neo-classical or traditional view of economics
where an economy should have one equilibrium
point and will naturally move towards this point.
Any shock or recession which causes a deviation
from this point will be short lived and is seen as
the exception to the rule. Then, there is the eco-
logical definition which considers resilience to be
the extent to which a system has the ability to ab-
sorb shocks before changing its structure (Holling
1973). This definition does not assume a single
equilibrium, it instead assumes multiple equilib-
riums. This means that shocks have the ability to
push regions into a different, lower equilibrium
point (Davoudi 2012). The final definition comes
from the psychological sciences and organisa-
tional theory which considers resilience to be the
ability to adapt in anticipation of, or response to,
shocks. This is also referred to as “evolutionary re-
silience” (Davoudi 2012) and lends itself very well
to the evolutionary economic approach. Here it
is assumed that there are no fixed equilibrium
points but that the economy is constantly evolv-
ing as it is seen as being “complex, non-linear,
and self-organising, permeated by uncertainty
and discontinuities” (Berkes, Folke 1998: 12).

Although there are similarities and crossovers
between these definitions, and they can be useful,
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it is still necessary to define resilience specifically
in the context of regional economics. Martin and
Sunley (2014) created the following definition,
and it is this definition which will be used in this

paper:

“the capacity of a regional or local economy to
withstand or recover from market, competitive and
environmental shocks to its developmental growth
path, if necessary by undergoing adaptive changes
to its economic structures and its social and insti-
tutional arrangements, so as to maintain or restore
its previous developmental path, or transit to a new
sustainable path characterized by a fuller and more
productive use of its physical, human and environ-
mental resources” (p. 13).

Measuring regional economic
resilience

In terms of measuring regional resilience, it is
also noted by Martin and Sunley (2014) that there
are a variety of techniques used in the study of
regional resilience from descriptive case studies
to sophisticated econometric models. They are
also studied at different levels from municipality
(Lapuh 2018) to NUTS 2 regions (ESPON 2014).
Each approach has its own merits and it large-
ly depends on the individual case as to which
option is best. Due to the small size of Ireland,
which only has eight NUTS 3 regions, the statisti-
cal significance of econometric models will be low
and open to criticism. Therefore, this research is
a case study of the Irish regions’ response to the
crisis using descriptive statistics. NUTS 3 regions
are used as this is the best for data availability.
The data used come from the Eurostat database.

Different indicators are often used as meas-
ures of resilience. This study will use the three
most popular: GDP per capita (PPP), employ-
ment (both used by ESPON 2014), and GVA (as
used by Lapuh 2018). For GDP per capita (PPP)
two methods of measuring changing regional
disparities are used. Firstly, the arithmetic mean
deviation of regional GDP per capita from the
national figure is used, this is the same method-
ology as used by Easterlin (1958). This shows the
average difference between regions’” GDP per
capita and the national figure. If this is increasing

then there are increasing regional disparities and
if it is falling, then there are decreasing regional
disparities. The second method used for check-
ing for increasing regional disparities is similar
to that of Dyba et al. (2018) and Barro’s (1997)
test for convergence. Barro (1997) represents the
model in the following equation form:

Dy=f(y, y*), (L1

where Dy is the growth rate of GDP per capita, y
is the starting level of GDP per capita, and y* is
the steady-state or long-run level of GDP per cap-
ita. This means that at a given level of y* “a high-
er starting level of per capita output, y, implies
a lower per capita growth rate” (Barro 1997: 9).
This means that we should expect convergence.

For examining employment and GVA as
measures of resilience, the paper will use de-
scriptive statistics examining how these figures
changed for the eight NUTS 3 regions in Ireland
over the period 2000-2014. In order to compare
these regions, the figures are equalised at a base
year and the changes are analysed over the time
frame. This is done for two separate time frames.
Firstly, 2000 is used as the base year and the time
frame of 2000 to 2014 is analysed. This gives an
idea of the growth trajectories that the eight re-
gions were on before the great recession struck.
Then, the year 2007 is used as the base year and
the time frame of 2007 to 2014 is analysed. This
provides a more in-depth view of what hap-
pened during and after the recession. All the
calculations were done by the author using data
from the Eurostat database.

Studies have found many different factors
that affect resilience. Urban regions and regions
that have better accessibility have been found to
be more resilient (ESPON 2014; Lapuh 2018). Of
the eight NUTS 3 regions in Ireland there is only
one urban region, as defined by the European
Commission, which is Dublin. The second larg-
est city in Ireland is Cork, located in the South-
West, and the third city is Galway, located in the
West. So, if urban regions are more resilient in the
Irish context, we should see these three regions
(Dublin, South-West and West) respond better
to the crisis. Other factors that are often found to
be relevant, such as institutions or social capital,
have not been analysed as the data doesn’t exist
ata NUTS 3 level.



102

BARRAT HENNEBRY

The Irish economy before and after the
great recession

As stated above, the media has often repre-
sented Ireland’s experience during and since
the great recession as somehow spectacular. The
purpose of this section is to briefly look at the
Irish economic experience during the time pe-
riod from 2000 to 2014 using three indicators of
economic strength: GDP per capita (PPP), GVA,
and employment. Employment will be measured
by both the number of people employed, and
the number of hours worked. To give some per-
spective to the Irish case these indicators will be
compared to those of Portugal, Italy, Greece and
Spain. These four countries, along with Ireland,

145%

have been referred to as the ‘PIIGS” and consid-
ered the countries in the EU that have been most
negatively affected by the great recession.

The first indicator to be analysed is GDP per
capita (PPP). Fig. 1 uses 2000 as a base year and
shows the relative changes in GDP per capita for
the five countries over the fourteen years. As can
be seen in the graph, Ireland, Spain and Greece
appear to be on a higher growth trajectory with
their economies growing by over 40% in the seven
years leading up to the great recession. Portugal
and Italy had more modest growth with their
economies growing 28% and 18% respectively, in
the run up to the recession. Fig. 2 uses 2007 as the
base year to show the effects of the recession on
the GDP per capita for the five countries. As can
be seen in both graphs, Ireland experienced the
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Fig. 1. Relative change in GDP per capita (PPP) for ‘PIIGS’” since 2000.
Source: own study based on Eurostat data.
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Fig. 2. Relative change in GDP per capita (PPP) for ‘PIIGS’ since 2007.
Source: own study based on Eurostat data.
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sharpest initial decline from the great recession,
in only two years its GDP per capita fell to 82%
of its peak in 2007. Greece seems to have the most
long-lasting affects, although their GDP per cap-
ita seemed to stabilise in the last few years of the
time frame, there still has been no strong growth.
Portugal and Italy seem to have been the least af-
fected, with their GDP per capita only falling to
95% and 93% of their peak levels respectively.
To examine another measure of productiv-
ity of the economies we analyse the affect that
the great recession had on gross value added
(GVA). GVA is defined as output minus inter-
mediate consumption and is considered a useful
measurement of an economy’s productivity. As
can be seen in Fig. 3, Ireland grew exceptionally

160

well in the run up to the recession, growing by
almost 40% in the years 2000 to 2007. Spain and
Greece also witnessed strong growth 25% and
27% respectively. Looking at Fig. 4 we can see
that Ireland was initially affected negatively but
has seen strong growth and is the only country to
reach its peak pre-crisis level; by 2014 Ireland had
almost reached 110% of its 2007 level. Portugal,
Italy and Spain have all had moderately negative
affects but seem to have stabilised within the 90%
to 95% level. Greece is the country that was worst
affected in the 2007 to 2014 time-frame, falling
below 75%.

Another important indicator for measur-
ing the strength of an economy is employment.
Due to the increase in atypical work (defined as
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Fig. 3. Relative change in GV A for “PIIGS’ since 2000.
Source: own study based on Eurostat data.
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Fig. 4. Relative change in GV A for ‘PIIGS’ since 2007.
Source: own study based on Eurostat data.
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Fig. 5. Relative change in the number of employed persons in ‘PIIGS” since 2000.
Source: own study based on Eurostat data.
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Fig. 6. Relative change in the number of employed persons in ‘PIIGS” since 2007.
Source: own study based on Eurostat data.
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Fig. 8. Relative change in the number of hours worked in ‘PIIGS’ since 2007.
Source: own study based on Eurostat data.

part-time and temporary work) during and after
the recession (Kelly, Barrett 2017), it is important
to look not only at the number of people em-
ployed, but also at the number of hours worked.
Fig. 5 and Fig. 6 look at the relative changes in the
number of people employed in the five countries
using 2000 and 2007 as the base years respective-
ly. As can be seen in the run up to the great reces-
sion, Ireland and Spain both had strong growth
in the number of people employed, growing
by close to 30%. Italy and Greece both grew by
about 10% while Portugal didn’t witness any
strong growth in the 2000 to 2007 time-frame and
seemed to remain relatively stable. Ireland had
the worst initial decline in employee numbers
but seems to have returned to relatively strong
growth since 2012. Italy appears to be the least
affected by the recession in terms of the number
of people employed.

Fig. 7 and Fig. 8 represent changes in the num-
ber of hours worked. We generally see a similar
trend as to that of the number of people em-
ployed, however Ireland’s recovery doesn’t ap-
pear to be as strong. This is most likely due to the
rise in atypical work which is confirmed by the
work of Kelly and Barrett (2017).

Regional disparities and regional
resilience in Ireland

This section will analyse the changes in dis-
parities across Irish regions from 2000 to 2014 and
the extent to which urban regions have shown

greater resilience. This will show if there is any
evidence to the claims that Ireland’s recovery has
been a two-tier recovery with the recovery being
concentrated in Dublin (and other urban areas)
while rural regions fall further behind. This sec-
tion will examine changes in GDP per capita,
GVA and employment across the eight NUTS 3
regions of Ireland. All calculations were done by
the author using data from the Eurostat database.

Fig. 9 shows the GDP per capita for the eight
regions as a percent of the national figure over
the time frame 2000 to 2014. There are only two
regions above the national figure, Dublin and
the South-West (this is where the second largest
city, Cork city, is located). The other six regions
are below the national figure. Since 2007, Dublin
seems to be growing further from the national
figure while the two poorest regions (the Border
and Midland regions) are falling further behind.
In an attempt to verify this, Fig. 10 shows the
arithmetic mean deviation of regional GDP per
capita from the national figure. This deviation
has grown from 25% to 37%. That is to say, that in
2000 regions were on average 25% different from
the national level of GDP per capita and in 2014
they were 37 % different. This is a sign that Ireland
has witnessed an increase in regional disparities
over the 14 years but what is striking about this
graph is that the upward trend corresponds with
the start of the recession.

Fig. 11 uses a method similar to Dyba et al.
(2018) and Barro (1997) to test for convergence
among Irish regions during the period. The x-ax-
is represents the log of GDP per capita in 2000
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for the eight regions, while the y-axis represents
the average annual growth rates from 2000 to
2014. The steep upward slope and the high val-
ue of the r-squared figure indicate a strong sign
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of divergence. This test is considered more ap-
propriate for long-run growth and the fact that
Ireland only has eight regions, which is a small
number of observations, means that the results of
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Fig. 9. Regional GDP per capita (PPP) as a percent of the national figure.
Source: own study based on Eurostat data.
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this test are open to scrutiny. However, this is still
a worrying sign for regional disparities in Ireland
and another indication that the recovery has not
been evenly distributed across the country.
Another important indicator to measure the
regional resistance is GVA, as is used by Lapuh
(2018), as this is considered an important meas-
urement of productivity in an economy. Fig.
12 presents the relative changes in GVA using
2007 as a base year. This graph shows that only
Dublin, the South-West and the West have re-
turned to their pre-crisis peak levels. The two
regions experiencing the largest negative effects

120%

are the Border and Midland regions, with the
Border region still showing no signs of growth.
The number of hours worked is not available
at a NUTS 3 level which means for employment
we only have the number of people employed as
an indicator. It is important to note that this does
not allow for atypical work, which may affect
some regions more than others. Fig. 13 and 14
show the relative changes in the number of peo-
ple employed for the eight NUTS 3 regions using
2000 and 2007 as the base years respectively. The
Mid-East region showed the strongest pre-crisis
increase, growing by close to 40%. This differs
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Fig. 12. Relative change in GVA for Irish regions since 2007.
Source: own study based on Eurostat data.
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Fig. 14. Relative change in the number of people employed in Irish regions since 2007.
Source: own study based on Eurostat data.

considerably from the change in GDP per capi-
ta in the Mid-East region. This indicates that the
Mid-East region is most probably a commuter
region. As it is located surrounding the Dublin
region it is likely that a large number of people
commute from the Mid-East region to Dublin.
Dublin and the South-West have shown strong
signs of recovery. The South-East saw one of the
largest declines but showed strong growth in
2013 and again in 2014.

Discussion and conclusion

As can be seen when compared to the econo-
mies of the other ‘PIIGS’ countries, Ireland was
initially affected more negatively by the great
recession with a greater drop in GDP per capita
and employment in the initial years. However,
Ireland’s recovery has been relatively quick com-
pared to the other ‘PIIGS’. This confirms other
studies of the Irish recovery such as Fitzgerald
(2014: 8) which found “clear signs that the econo-
my began to grow again in 2012 and this recovery
has continued through 2013 and 2014”. Ruane
(2016: 249) has attributed the strong recovery in
Ireland to the “large, foreign-owned, modern, ex-
port-orientated, multinational sector”. The ques-
tion now is to what extent that recovery has been
concentrated in Dublin and other urban centres
or has the recovery been equitably distributed
across Irish regions.

The arithmetic mean deviation of region-
al GDP per capita from the national figure has
grown from 25% to 37% between 2000 and 2014
which would imply that the recession has had
a negative impact on regional disparities in
Ireland. This suggests that Dublin and the South-
West have been more resilient, as they are the
only regions with above average GDP per capita.

In terms of GVA, the only regions that have re-
turned to pre-crisis levels are Dublin, the South-
West and the West, these are the regions with the
largest cities (Dublin, Cork and Galway respec-
tively). In terms of employment the two regions
that have rebounded strongest from the great
recession have been Dublin and the South-West.
Despite showing strong signs of recovery with
respect to GDP per capita and GVA, the West has
shown weak signs in terms of the number of peo-
ple employed.

Breathnach (2015) looks at regional resilience
in Ireland by analysing employment in firms in
receipt of assistance from the state’s enterprise
agencies. The results of this section confirm
Breathnach’s findings that Dublin, Cork and
Galway were the most resilient regions follow-
ing the great recession. This would indicate that
there is truth behind the idea that Ireland is ex-
periencing a two-tier recovery with urban cen-
tres recovering faster and rural regions falling
behind. Morgenroth (2014) states that region-
al divergence during the recovery in Ireland is
part of a longer trend of divergence caused by
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agglomeration economics. There are also stud-
ies from other countries that find growth to be
faster in urban areas, such as Churski (2014: 75)
which finds that from 2000 to 2010 “growth ar-
eas in Poland correspond to metropolitan and
highly industrialised areas”. The evidence from
this study suggests that, even if the urban-rural
divide in Ireland is part of a longer trend, the
great recession has accentuated the division re-
sulting in larger regional disparities in Ireland.
Therefore, we find that the idea of a two-tier re-
covery in Ireland is valid.

This paper has been a case study of Irish re-
gional economic resilience since the great reces-
sion using descriptive statistics. The Irish case is
an interesting one to study, being a small coun-
try with one large, highly concentrated city. The
economy was initially hit hard by the great re-
cession, but the quick recovery has been referred
to as the “Celtic Phoenix’. Compared to other
countries similarly affected by the recession this
name seems justified. However, focusing solely
on the success of the economy as a whole, ignores
the rising regional disparities within the country.
There is validity to the claims of a two-tier recov-
ery. Dublin has recovered strongly, and to a less-
er extent so have the South-West and West but
the majority of regions in the country have yet to
feel the benefits of the strong growth rates.

Further research into regional disparities in
Ireland should focus on the factors that lead to
regional resilience. International research from
cross country studies (ESPON 2014) and from
individual countries (Dokic et. al. 2016; Lapuh
2018) have found several factors that lead to re-
gional resilience and these factors should be ex-
plored from an Irish case. ESPON (2014) find that
the foundations of regional economic resilience
can be divided into four broad categories: busi-
ness, people, place and community. It is recom-
mended that these four categories be researched
within the Irish context to help further explain
the increase in regional disparities in Ireland
since the great recession.
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