
Northern Ireland Committee – the Economy 
Northern Ireland’s structural economic problem is low productivity,  making it dependent on the 

good will of central government in London to maintain a reasonable standard of living. This involves 

a major transfer of resources to Northern Ireland from central government, and will continue to 

necessitate such a transfer from outside unless and until the productivity gap is substantially closed. 

Way Forward for Northern Ireland 
Northern Ireland needs to recognize its economic weaknesses and solve them. The Northern Ireland 

Fiscal Commission showed that the North’s economic future is in its own hands to a significant 

extent. However, to date, the necessary very hard choices needed to deal with its structural 

problems have been ducked. 

If the structural problems of Northern Ireland were immediately addressed in a successful manner it 

would make possible a long-term successful future for the North’s regional economy, either within 

the UK or in a united Ireland. 

Why is productivity low? 
The most important factor is the low human capital of the work force. Northern Ireland continues to 

have an exceptionally high share of early school leavers, destined for very low productivity, low paid 

employment, even if they find employment.  

While a high proportion of Northern Ireland’s children progress to third level education, many 

choose to work outside of Northern Ireland. This is a social and political choice much more than an 

economic one, as shown by a recent study by Pivotal. 

Addressing the early school leaver problem would take decades before the  full benefits would 

mature. That is a reason for starting immediately to tackle the problem. However, a quicker win 

would be to transform the society into one where Northern Ireland’s children who are graduates 

choose  to return and make their lives there. 

The second major factor in the poor productivity is the low level of investment, especially in 

infrastructure.  

Solutions 
Northern Ireland needs to develop an inclusive educational system. The current system particularly 

excludes children from a disadvantaged background. The North needs to immediately move to mixed 

ability intake into second level – abolishing the grammar/ secondary division. The benefits of such a 

reform would take decades to mature. That is why it is so urgent to implement such a reform today. 

Northern Ireland must change to become a society where its graduates choose to live. A return of 

graduates from GB could give rise to a rapid rise in productivity. 

Resources need to be shifted from current expenditure to capital expenditure to improve 

infrastructure. 

Northern Ireland should exploit the advantages of simultaneously being part of the UK economy and 

of the Single Market for goods. 

The UK outcome 
The weakness of the UK economy means that resources for good services and for poorer regions are 

severely stretched. Long-term success for Northern Ireland depends on growing a successful regional 



economy that  can largely stand on its own feet. It would give significant insulation against possible 

policy failures within the wider UK. An example of a reasonably successful regional economy within 

the UK is Scotland, and London is a very strong economy. 

A United Ireland Outcome 
Unification would need substantial prior convergence in living standards between North and South, 

with Northern Ireland dealing with its domestic problems successfully and raising productivity. A 

Northern Ireland that had to rely on “charity” within a United Ireland would be very painful 

financially for the existing Republic of Ireland, and likely to result in major tensions in terms of access 

to resources in subsequent years. 

What Next for Northern Ireland? 
It goes without saying that it needs to get the show back on the road in the executive, and to quickly 

make the really hard economic choices to raise its level of productivity. 

Conclusions 
If Northern Ireland starts immediately to reform its economy, in about twenty years it could hope to 

have closed a substantial part of the gap in living standards between Northern Ireland, the rest of the 

UK and Ireland. That would leave it with the choice of being either a successful regional economy 

within the UK or an economy that could join a United Ireland without major economic disruption on 

the island. 

Footnote 
I attach the note, previously provided to the Committee by myself and my colleague Edgar 

Morgenroth, which analyses the transfer from central government to Northern Ireland. Some papers 

have suggested that in a United Ireland the need for Ireland to pay for a share of past UK debt would 

be waived by the UK and that the funding of the social insurance scheme from London would 

continue. This is wholly unrealistic, and ignores the potential settlement which would have 

underpinned an independent Scotland. Scotland and Northern Ireland could expect similar terms if 

either were to choose to exit the UK. 

  



 


