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ABOUT THE ESRI

The mission of the Economic and Social Research Institute is to advance evidence-
based policymaking that supports economic sustainability and social progress in
Ireland. ESRI researchers apply the highest standards of academic excellence to
challenges facing policymakers, focusing on 12 areas of critical importance to 21st
Century Ireland.

The Institute was founded in 1960 by a group of senior civil servants led by
Dr T. K. Whitaker, who identified the need for independent and in-depth research
analysis to provide a robust evidence base for policymaking in Ireland.

Since then, the Institute has remained committed to independent research and its
work is free of any expressed ideology or political position. The Institute publishes
all research reaching the appropriate academic standard, irrespective of its
findings or who funds the research.

The quality of its research output is guaranteed by a rigorous peer review process.
ESRI researchers are experts in their fields and are committed to producing work
that meets the highest academic standards and practices.

The work of the Institute is disseminated widely in books, journal articles and
reports. ESRI publications are available to download, free of charge, from its
website. Additionally, ESRI staff communicate research findings at regular
conferences and seminars.

The ESRI is a company limited by guarantee, answerable to its members and
governed by a Council, comprising 14 members who represent a cross-section of
ESRI members from academia, civil services, state agencies, businesses and civil
society. The Institute receives an annual grant-in-aid from the Department of
Public Expenditure and Reform to support the scientific and public interest
elements of the Institute’s activities; the grant accounted for an average of 30 per
cent of the Institute’s income over the lifetime of the last Research Strategy. The
remaining funding comes from research programmes supported by government
departments and agencies, public bodies and competitive research programmes.

Further information is available at www.esri.ie
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FOREWORD

Anne Barrington

As chair of the joint research programme of the Department of the Taoiseach and
the Economic and Social Research Institute (ESRI) on ‘The Economic and Social
Opportunities from Increased Cooperation on the Shared Island’, | am very pleased
to introduce these scoping papers. The four research projects being conducted this
year examine productivity levels; renewable energy supports; migrant integration;
and early childhood care and education on the island of Ireland.

These scoping papers set out the focus for this wide-ranging research work; the
key questions, issues and knowledge gaps; the policy context, North and South;
and the research design and methods. We hope that these short scoping papers
will facilitate understanding and engagement by all who are interested in this work
under the joint research programme as part of the Government’s Shared Island
initiative.

In 2021, the programme examined key aspects of health, education, trade in
services, and FDI on the island. You can read the final reports on these topics, and
view the launch event discussions that were held at
www.gov.ie/Sharedlsland/Research. Further dissemination events will take place
over the coming months, providing opportunities for engagement and dialogue on
the research findings and conclusions.

This research aims to add to our understanding of current and potential linkages
across the island of Ireland in a range of social, economic and environmental
domains. With robust data and evidence, and rigorous, non-partisan analysis on
needs, opportunities, benefits and costs, the research is intended to inform civic
dialogue, political interaction and policy development. It is also intended to lead to
greater beneficial cooperation on key practical issues and concerns for all those
living on the island of Ireland.

As a former Joint Secretary of the North South Ministerial Council, and Ambassador
and diplomatic representative of Ireland abroad, | have seen how such practical all-
island cooperation can enhance people’s lives, and deepen our opportunities to
encounter, connect and better understand each other across different
communities, by working together on common concerns. The Government’s
Shared Island initiative aims to harness the full potential of the Good Friday
Agreement. It also aims to enhance cooperation, connection and mutual
understanding on the island and engage with all communities and traditions to



viii

build consensus around a shared future, working with the Northern Ireland
Executive and the British Government to address strategic challenges and take up
shared opportunities on the island of Ireland.

| think that the work to date of the joint research programme has enriched and
illuminated the public and political discourse around this theme, bringing new
knowledge and analysis to a broader audience, and providing a valuable
contribution to discussion of the opportunities of increased cooperation in the
years ahead, underpinned by the Good Friday Agreement.

| look forward to seeing the final reports on our four topics for 2022, and in the
meantime, these scoping papers will set out the continuing contribution of the
joint research programme.

Anne Barrington, Chair, Joint Research Programme Steering Committee; Former
Ambassador and Special Envoy of the Government of Ireland

Responses to the scoping papers can be provided to
sharedisland@taoiseach.gov.ie
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PAPER 1: CHILDREN’S CARE AND EARLY EDUCATION IN IRELAND
NORTH AND SOUTH

Helen Russell, Frances McGinnity, Emer Smyth and Sarah Curristan

1.1 INTRODUCTION

Early childhood is a key life stage and early childhood experiences are important
not only for children’s current wellbeing but also play a crucial role in children’s
development and in shaping their future lives. Children’s brains develop rapidly in
this period and they develop their cognitive, social and emotional skills (Waldfogel,
2006). There is also increasing evidence that social inequalities in cognitive and
non-cognitive outcomes emerge even before children start school.

At the launch of the Government’s Shared Island Initiative, the Taoiseach, Micheal
Martin TD, outlined that one of the aims was to ‘deepen cooperation in education’
and provide a strong evidence base for inclusive dialogue and collaboration. Early
childhood education and care (ECEC) is a crucial area in educational development
but has received less attention in the comparative literature than school and higher
education. This study will provide new insights into the main policy challenges
around early years provision in Ireland and Northern Ireland, providing a useful
evidence base for policy development in an area which has been subject to a good
deal of reform in recent years. ECEC policies also sit in a wider policy landscape of
supports for parents that influence employment and care decisions. The research
will focus on the period before children start primary school and the research
guestions to be addressed are:

1. How do ECEC policies and funding differ between Northern Ireland and
Ireland?
2. What supports are available to help parents balance work and care (e.g.

family leave provisions)?

3. How does participation in ECEC among children from different
backgrounds (social class, parental education, family structure, urban/rural
etc.) compare in Ireland and Northern Ireland?

4. How does take-up of leave provisions vary between Ireland and Northern
Ireland?
5. What is the scale of social inequality in child outcomes (cognitive and non-

cognitive) among pre-school children in the two jurisdictions? And what
factors might account for any differences found?



1.2 POLICY CHALLENGES

A number of common challenges face policymakers and families in Northern
Ireland and Ireland.

1.2.1 Provision of, and access to, early childhood education and care

In both jurisdictions, there is a strong reliance on private sector provision for the
delivery of ECEC. Consequently, the cost of non-parental childcare is among the
highest in the OECD in both settings.? In a recent review, the OECD notes how

the existing model of private provision of early care and education in
Ireland creates challenges for access, affordability and quality, while
provision overall seems somewhat fragmented (OECD, 2021, p. 12).

In Northern Ireland, no recent evaluations have been published; however, a 2014
review noted significant levels of unmet need for care, while affordability was the
main barrier cited by parents (RSM McClure Watters, 2014). Free part-time pre-
school provision is available during term-time in both contexts (though it differs in
its duration).2 However, the costs of full-time care, and care for the youngest
children aged 0-2 years, remain very high. The recently introduced National
Childcare Scheme in Ireland provides additional subsidies for childcare costs while
in Northern Ireland parents can avail of tax credits to cover childcare costs or
receive a means-tested payment if receiving Universal Credit.

International evidence has increasingly highlighted the positive impact of high-
quality ECEC on child outcomes in the short- and long-term (see, for example,
Sammons et al., 2008). Both jurisdictions have placed increasing importance on the
provision of high-quality ECEC and ensuring equity of access, including children
from socio-economically disadvantaged backgrounds and those with additional
needs. Government strategies have viewed ECEC as meeting multiple objectives,
including promoting child development, supporting parents, and addressing
educational and broader social inequality. ‘First 5’, the national strategy for the
early years, which runs from 2019 to 2028 (Government of Ireland, 2019), includes
amongst its objectives to ‘balance working and caring’, to provide ‘affordable, high-
quality Early Learning and Care’ and to provide information, services and supports
for parents. In Northern Ireland, policy developments are guided by the ten-year
Delivering Social Change Through Childcare 2015-2025 strategy. The strategy has
two broad aims, one developmental ‘preparing [children] for lifelong wellbeing and
achievement’, and the other to enable parental employment. In June 2021, the
Department of Education in Northern Ireland published A Fair Start: Final Report

https://www.oecd.org/els/soc/PF3_4_Childcare_support.pdf.
In Ireland children are entitled to 15 hours per week, in Northern Ireland children are entitled to 12.5 hours of ECEC
per week (Stewart and Reader, 2020).



and Action Plan, to tackle educational underachievement in Northern Ireland.? It
prioritises policy and investment in the 0-6 age group, framing such a focus as
enhancing school readiness among young children.

1.2.2 Supports for parents in balancing care and employment

Policies to assist parents to balance employment and care are important both for
child outcomes and for gender equality. Lack of access to affordable ECEC has a
particularly detrimental effect on mothers’ ability to participate in employment,
especially for those from low-income households (Russell et al., 2018). Moreover,
fathers’ sharing of childcare responsibilities has been associated with positive
relationships with their children and child development, including school readiness
(Cools et al., 2015; Smyth and Russell, 2021).

Statutory leave for parents, paid and unpaid, can influence the duration and extent
of parental care in a child’s early years, particularly in the first year of life. In Ireland
and the UK, maternity, paternity and parental leave policies were developed in the
context of the European Union directives which required certain minimum
entitlements. Nevertheless, there are many divergences, with the UK pursuing a
policy that allows more sharing of paid leave between parents. In the UK, mothers
are entitled to 39 weeks of paid maternity leave, and a further 13 weeks unpaid
leave. Fathers are also entitled to two weeks paid paternity leave. Parents can
share 37 weeks of paid leave in the first year of the child’s life (Shared Parental
Leave); any paid leave taken by the father is deducted from the paid maternity
leave entitlement (39 weeks in total).* In Ireland, paid maternity leave is available
for 26 weeks, paid paternity leave is available for two weeks, and a recently
introduced paid parent’s leave is currently available for five weeks for both
mothers and fathers, to be taken in the first two years of their child’s life. This will
increase to seven weeks for both mothers and fathers from July 2022. Mothers can
also take 16 weeks of unpaid maternity leave, and both parents are entitled to
unpaid parental leave.’

In both jurisdictions, any benefit payments associated with family leave are paid at
a flat rate, rather than related to earnings. This results in relatively low income
replacement rates, which international research shows is related to lower take-up
among fathers (Blum et al., 2018). Recent evidence shows that under half of fathers
in Ireland claimed their entitlement to paternity leave (Kppe, 2019; CSO, 2020).

The Expert Group’s report and action plan was endorsed by the Executive in May 2021
https://www.education-ni.gov.uk/publications/fair-start-final-report-action-plan.

Separate entitlements of unpaid parental leave are also available to mothers and fathers, which can be taken up to the
age of 18 years.

Parents in Ireland are entitled to 16 weeks of unpaid parental leave for each child to be taken before their 12th birthday.
There are other provisions for improved parental leaves in the recently published Work Life Balance and Miscellaneous
Provisions Bill in Ireland that will give effect to the EU Work Life Balance Directive.



Comparing take-up in Northern Ireland (or the UK as a whole) and Ireland will help
disentangle the extent to which take-up reflects institutional structures (such as
duration and level of payments) or potentially more common issues around the
gendered division of childcare.

1.2.3 Social inequalities in child outcomes

Research on the intergenerational transmission of disadvantage has shown that
socio-economic inequalities in cognitive development can be observed even
before children start school (Sylva et al., 2010; McGinnity et al., 2015). A
companion study in the Shared Island series found social inequalities in vocabulary,
maths, and attitudes to school at primary school entry (age five) in both Ireland
and Northern lIreland (Smyth et al., 2022). There is also a strong body of
international evidence that quality ECEC can play a positive role in the cognitive
and social-emotional development of young children, especially those from
disadvantaged backgrounds (Gambaro et al., 2015; Blossfeld et al., 2017; Heckman,
2011). A recent expert panel report in Northern Ireland has highlighted the
importance of investment in early years provision as a basis for tackling
educational disadvantage.® In the wake of the pandemic, concern has been
expressed about the implications for child development of the closure of formal
ECEC settings and the potential for increased inequality in young children’s skills as
a result (see, for example, Egan et al., 2021).

While there is a wide body of international research on the early years and child
outcomes, there is relatively little comparative research on this topic (see
Dammrich and Esping-Andersen, 2017; Pavolini and Van Lancker, 2018, for recent
exceptions) and an absence of research comparing the policies and outcomes in
Ireland, North and South. Yet comparative research of this kind can yield important
insights into the role of policies and institutional settings (that is, how provision is
organised and made available) in shaping child outcomes.

13 RESEARCH DESIGN AND METHODS

The research will adopt multiple methods — desk-based policy analysis,
guantitative data analysis and qualitative interviews and consultation.

The first part of the study will involve an in-depth desk-based comparison of the
policy approaches to parental leave provision, parenting supports and provision of
ECEC (affordability and quality), including spending in these policy areas per child,
and how these differ. This will include policies addressing the inclusion of children
with disabilities/additional needs in ECEC. This discussion will draw on published

Expert Panel on Educational Underachievement in Northern Ireland (2021). A Fair Start: Final Report and Action Plan.
Belfast: Department of Education.



reports/policy documents and on administrative data such as the Pobal Annual
Early Years Sector Profile, the OECD family database and other sources. Given the
importance of quality issues, the desk-based research will also compare available
information on staff qualifications, policies on workforce training and
remuneration, staff-to-child ratios, inspection regimes and existing reviews of
inspection reports.’

1.3.1 Quantitative data analysis

Researchers will then investigate participation in ECEC among children from
different family backgrounds (social class and/or parental education, family
structure, urban/rural etc.) in Ireland and Northern Ireland. The most recently
available EU-SILC data on use of non-parental childcare (types, hours) will be
analysed. In Northern Ireland, the Family Resources Survey contains information
on childcare use and hours.?

Analysis will also be undertaken on parental employment patterns and, if data are
available, the take-up of family leave. Maternal and paternal employment will be
examined using the most recently available comparative data for the European
Labour Force Survey. Administrative sources will be explored for details on the
take-up of leave for parents.® The new CSO General Household Survey on Personal
and Work-Life Balance in Ireland, fielded in Q3 2021, provides up-to-date
information on a wide range of leave schemes (CSO, 2022), and will be used if the
microdata are available in time.

Given the key policy concern on social inequality in child outcomes, the analysis
will then compare (age-appropriate) child developmental outcomes at multiple
time points by social class and gender. Outcomes will be both cognitive (literacy
skills and teacher-assessed skills on school start), as well as socio-emotional
outcomes (for example sharing behaviour, helping peers, conduct problems,
hyperactivity, inattention) (Russell et al., 2016). These analyses will highlight
whether social class inequalities in outcomes differ between Ireland and Northern
Ireland, and explore the role of different factors in accounting for any differences,
e.g. children’s home learning environment, type of childcare (sole parental care,
grandparents, childminders, centre-based care), financial stress, family structure
and parental education. The data sources for comparing child outcomes are the
Growing Up in Ireland study, as well as the Millennium Cohort Study for Northern
Ireland. Given the current age of both cohorts, the analysis cannot assess the

These are seen as measures of structural quality. Process quality concerns the nature of care and interactions between
carers and children but information on process quality is much more difficult to come by.

These data sources do not contain information on child characteristics.

A range of administrative sources were used in the recent statistical spotlight Striking a Balance: The Reconciliation of
Work and Family Life (DCYA, 2019). We will seek to draw on the same sources.



impact of recent policy changes; instead the analysis will provide a more general
sense of the scale of inequalities and the broad set of influences.

1.3.2 Qualitative analysis

An important element of the research will be a set of in-depth qualitative
interviews with key stakeholders in the area of ECEC and family services in both
systems, including policymakers, NGOs and service providers.X® These interviews
will provide insights into the strengths and weaknesses of both systems,
complement the quantitative findings and shed light on current cross-border
initiatives in the area and their effectiveness.

The early findings of both quantitative and qualitative analyses will be presented
to policy stakeholders in both jurisdictions at a consultation event. This will
promote policy learning and inform the policy conclusions of the report. This report
will complement the ESRI’s Shared Island research comparing the education and
training systems (Smyth et al., 2022) by focusing on inequalities in children’s skills
before they enter the primary education system.

Dr Kitty Stewart, Associate Professor of Social Policy at the London School of
Economics, will act as an external advisor on the project. Dr Stewart has written
extensively on ECEC policy in the UK, and on the role of such policies in addressing
disadvantage.

1.4  CONTRIBUTION TO THE EVIDENCE BASE

Variation between the ECEC systems of Ireland and Northern Ireland provides an
opportunity to analyse how these differences impact the lives of young children,
and their parents. It will identify opportunities for policy learning, effective policies
for reducing inequality in children’s outcomes in the early years, as well as
opportunities for collaboration in the area of ECEC across the island.

10 Given the time scale and resource constraints of the project, we cannot undertake a meaningful consultation with
parents.



REFERENCES

Bergin, A. and S. McGuinness (2021). ‘Who is Better off? Measuring Cross-border
Differences in Living Standards, Opportunities and Quality of Life on the
Island of Ireland, Irish Studies in International Affairs, 22(2), 143-160.

Blossfeld, H.-P., N. Kulic, J. Skopek and M. Triventi (Eds.) (2017). Childcare, Early
Education and Social Inequality: An international perspective. Cheltenham,
UK and Northampton, MA, USA: Edward Elgar Publishing.

Blum, S., A. Koslowski, A. Macht and P. Moss (2018). International Review of Leave
Policies and Related Research 2018. International Network on Leave
Policies and Research.

Cools, S., J.H. Fiva and L.J. Kirkebgen (2015). ‘Causal Effects of Paternity Leave on
Children and Parents,” The Scandinavian Journal of Economics 117.3:
801-28.

CSO (2020). Employment Analysis of Maternity and Paternity Benefits 2016-2019.
https://www.cso.ie/en/releasesandpublications/er/eampb/employmenta
nalysisofmaternityandpaternitybenefits2016-2019/.

Central Statistics Office (2022). Personal and Work-Life Balance Survey.
https://www.cso.ie/en/surveys/householdsurveys/personalandwork-
lifebalancesurvey.

Dammrich, J. and G. Esping-Andersen (2017). ‘Preschool and Reading
Competencies — A Cross-National Analysis’, in Blossfeld, H.-P., N. Kulic, J.
Skopek and M. Triventi, Childcare, Early Education and Social Inequality An
International Perspective, pp. 133-51. Cheltenham/Northampton: Edward
Elgar Publishing.

Department of Education (2021). A Fair Start: Final Report and Action Plan. Bangor:
Department of Education.

ECD (2021). Strengthening Early Childhood Education and Care in Ireland: Review
on Sector Quality. Paris: OECD.

Egan, S.M., J. Pope, M. Moloney, C. Hoyne and C. Beatty (2021). ‘Missing early
education and care during the pandemic: The socio-emotional impact of
the COVID-19 crisis on young children’, Early Childhood Education
Journal, 49(5), 925-934.

Gambaro, L., K. Stewart and J. Waldfogel (2015). An Equal Start? Providing Quality
Early Education and Care for Disadvantaged Children, Bristol: The Policy
Press.

Heckman, J. (2011). ‘The Economics of Inequality. The Value of Early Childhood
Education’, American Educator, 31-36.
https://files.eric.ed.gov/fulltext/EJ920516.pdf.

Koppe, S. (2019). Ireland’s paternity benefit: belated social investment. Dublin: UCD
Geary Institute.

McGinnity, F., H. Russell and A. Murray (2015). Non-Parental Childcare and Child
Cognitive Outcomes at Age 5. Dublin: The Stationery Office.



Murray, A., F. McGinnity and H. Russell (2016). ‘Inequalities in access to early care
and education in Ireland’, in Williams, J., E. Nixon, E. Smyth and D. Watson,
Cherishing all the children equally? Dublin: Oaktree Press.

OECD (2021). Strengthening Early Childhood Education and Care in Ireland: Review
on Sector Quality. Paris: OECD Publishing.

Pavolini, E. and W. Van Lancker (2018). ‘The Matthew Effect in Childcare Use: A
Matter of Policies or Preferences?’, Journal of European Public Policy, 2018
Vol. 25, No. 6, 878-893 https://doi.org/10.1080/13501763.2017.1401108.

RSM McClure Watters (2014). OFMDFM Childcare Research Final Report — June
2014.

Russell, H., O. Kenny and F. McGinnity (2016). Childcare and socio-emotional
outcomes at Age 5. Dublin: ESRI.

Russell, H., F. McGinnity, E. Fahey and O. Kenny (2018). Maternal employment and
the cost of childcare In Ireland. Research Series No. 73. Dublin: ESRI.

Sammons, P., K. Sylva, E. Melhuish, I. Siraj-Blatchford, B. Taggart and S. Hunt
(2008). Effective Pre-school and Primary Education 3-11 Project (EPPE 3-
11): Influences on children’s attainment and progress in Key Stage 2:
Cognitive outcomes in Year 6. Department for Children, Schools and
Families.

Smyth, E., A. Devlin, A. Bergin and S. McGuinness (2022). A North-South
Comparison of education and training systems: lessons for policy, ESRI
Research Series No. 138.

Smyth, E. and H. Russell (2021). Fathers And Children from Infancy to Middle
Childhood. Dublin: ESRI.

Stewart, K. and M. Reader (2020). The Conservatives’ record on early childhood:
policies, spending and outcomes from May 2015 to pre-COVID 2020.
London: CASE, LSE.

Sylva, K., E. Melhuish, P. Sammons, |. Siraj-Blatchford and B. Taggart (Eds.) (2010).
Early Childhood Matters: Evidence from the Effective Pre-school and
Primary Education Project. London: Routledge.

Waldfogel, J. (2006). What Children Need. Cambridge, Mass: Harvard University
Press.



| 9

PAPER 2: MIGRANT INTEGRATION IN IRELAND, NORTH AND SOUTH

Frances McGinnity and James Laurence

2.1 INTRODUCTION

The Government’s Shared Island initiative seeks to maximise the opportunities that
greater cross-border cooperation on the island of Ireland can bring to face the
challenges and opportunities of the future. One important transformation
occurring across both the North and South is the substantial increase in
immigration, and attendant national and ethnic diversity, since the 1990s. In
Northern Ireland, censuses show the proportion born outside of the UK and Ireland
rose from 1.6 per cent in 2001 to 4.5 per cent in 2011. In Ireland, this proportion
increased from 3.0 per cent to 10.6 per cent in 2011 (11.4 per cent in 2016).! Both
jurisdictions therefore have, and will continue to see, the transformation of the
ethnic make-up of their societies. Such migration provides significant economic,
social, and cultural benefits to the island of Ireland. However, migration can also
bring challenges. Migrants can face challenges to inclusion and integration in the
economic and social fabric of society, both North and South of the border. Brexit
may have also brought additional challenges for migrants and ethnic minorities;
especially its potential implications for their freedom to live and work across the
border. In addition, immigration can increase anxiety among sections of society,
which can lead to racism and discrimination. Ensuring that a shared island is able
to meet the challenges of the future requires enabling migrants, and ethnic
minorities more broadly, to fully participate in society.

To support this objective, this project will build our understanding of the
experiences of migrants across the island of Ireland. Little previous research has
been conducted comparing the situation of migrants in both jurisdictions, with the
important exception of Fanning and Michael (2019) who took a largely qualitative
approach. First, the study will consider migration patterns, both immigration and
emigration, including the nationality and other characteristics of the migrant
groups, and the policy context for migration and integration. Building on previous
research on migrant integration, which has largely considered both jurisdictions
separately, the project will then provide a comprehensive, systematic picture of
migrant adult and child outcomes across Ireland and Northern Ireland in key life
domains using the best, most recently available survey data. Indicators chosen will
cover key domains of life, including labour market participation, health, housing
and migrant children’s wellbeing and educational outcomes. The analysis will
consider how migrant outcomes differ from native-born in each jurisdiction, and

1 Northern Ireland population of the 2001 and 2011 UK Census (Office for National Statistics); Ireland, census of
population 2002, 2011, 2016. In 2011, a further 2.1 per cent of Northern Ireland residents were born in the South. In
Ireland, a total of 6.4 per cent of residents were born in the UK, which includes 1.3 per cent born in Northern Ireland.
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will also examine whether migrants from different countries experience different
challenges, and in different contexts.

Secondly, the project will explore the social environments into which migrants are
arriving. Previous research found attitudes towards immigrants and immigration
became more negative in the great financial crisis in Ireland from 2008, recovering
somewhat thereafter (McGinnity et al., 2018a); attitudes to immigration in general
have become more positive in Northern Ireland since 2014, in contrast to mainland
UK (Michael, 2021a).2? In both jurisdictions there is also evidence of an ethnic
hierarchy, with more negative attitudes to Muslim immigrants or ethnic minorities
(Joseph, 2018; McGinnity et al., 2018a; Michael, 2021a). Given the sensitivity to
question wording, however, this part of the project will compare responses to the
same questions in Ireland and Northern Ireland to accurately explore similarities
and differences in attitudes of anxiety or openness across jurisdictions, and the
processes driving them. The project will also compare what we know about the
experiences of racism and discrimination of migrant and ethnic minority groups
from a range of sources (McKee, 2016; Michael, 2021b; McGinnity et al., 2018b).

Thirdly, the project will explore the implications of post-Brexit immigration
changes in Northern Ireland on the lives of migrants and their families. While the
effects of Brexit on mobility across the border for migrants is still evolving, there
have been a range of impacts on the rights and ease of cross-border access for
health, education, work and recreation purposes. This particularly affects all who
are legally resident on the island but not comprehended by the Common Travel
Area, namely non-Irish and non-British migrants from other EU countries or from
outside the EU. The instances and risk of further additional requirements for legal
travel across the border could affect migrants in a number of ways, particularly,
but not only, those living near the border. This might include difficulties in meeting
family and friends across the border; an inability to participate in all-island sports
competitions; limitations on people’s ability to access education, training,
conferences, and professional opportunities across the border; and difficulties in
accessing healthcare services delivered on an all-island basis.

2.2 POLICY CONTEXT

Prior to Brexit, EU citizens could live and work on a cross-border basis between
Northern Ireland and Ireland without restriction. Migrants from outside the EU
were subject to different immigration requirements, requiring a residence
permission with specific conditions linked to that permission and in some cases a
visa. In both jurisdictions, a considerable proportion of migrants have come from

12 McGinnity et al. (2018), based on European Social Survey data from 2002-2014. Michael (2021a) based on Northern
Ireland Life and Times Survey data.
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within the EU, particularly after the accession of Central and Eastern European
countries in 2004, and employment rates of this group in both jurisdictions were
generally high. Non-EU migrants came to work, typically in high-skilled
occupations, to study, to join family, or as a protection applicant or refugee.

Following a period of substantial budget cuts and hiatus in policy activity (see
McGinnity et al., 2014),** migrant integration policy in Ireland was given significant
impetus with the development of the Migrant Integration Strategy 2017-2020
(Department of Justice and Equality, 2017). The policy approach draws on the EU’s
Common Basic Principles of Immigrant Integration in the EU, and in Ireland the
approach is on integration of both EU and non-EU migrants into a mainstreamed
system of service provision.* Policy towards racism and discrimination in Ireland,
however, took a slightly different turn. While the legislation outlawing
discrimination on the basis of nationality/race was in place, much of the
infrastructure for monitoring reporting and responding to racism and
discrimination in Ireland was dismantled during the recession!® (Fanning and
Michael, 2017), and there was little focus on racism in the Migrant Integration
Strategy. However, following a recent consultation, a National Action Plan Against
Racism is currently being developed (Anti-Racism Committee, 2021).

Influenced by UK government policy and norms, in Northern Ireland there has been
a more consistent focus on ethnicity and racial discrimination, though policy
development has been at a much slower pace than at UK government level, partly
due to legislative autonomy and the priority given to managing legacies of
sectarianism (Fanning and Michael, 2017). The Racial Equality Strategy 2015-2025
in Northern Ireland shows a commitment to racial equality and addressing a range
of actions including ethnic monitoring and racial equality champions in all
Departments (Executive Office, 2015). Migrants who are not from ethnic minorities
are mentioned in this strategy but are not prominent, and there is no distinct
migrant integration strategy in Northern Ireland. Although at the same time, while
Northern Ireland is developing a separate refugee integration strategy, in
recognition of the fact that this group may face particular challenges, Ireland does
not have one.'®

13

14

15

16

For example the Minister for Integration post ceased to exist in 2011. And the Ministerial Council on Integration
stopped meeting (McGinnity et al., 2014, Section 1.4.2).

EU Integration policy by definition relates only to non-EU citizens, on the basis that EU citizens have free movement
across the EU.

The National Consultative Committee on Racism and Interculturalism was abolished in 2008 and the first National
Action Plan Against Racism (2005-2008) was not renewed.

For details of the Refugee Integration Strategy in Northern Ireland, see https://www.executiveoffice-
ni.gov.uk/consultations/draft-refugee-integration-strategy. In Ireland a ‘A White Paper to End Direct Provision and to
Establish a New International Protection Support Service’ (https://www.gov.ie/en/publication/7aad0-minister-
ogorman-publishes-the-white-paper-on-ending-direct-provision/) has recently introduced a series of reforms, but not
a separate strategy.


https://www.executiveoffice-ni.gov.uk/consultations/draft-refugee-integration-strategy
https://www.executiveoffice-ni.gov.uk/consultations/draft-refugee-integration-strategy
https://www.gov.ie/en/publication/7aad0-minister-ogorman-publishes-the-white-paper-on-ending-direct-provision/
https://www.gov.ie/en/publication/7aad0-minister-ogorman-publishes-the-white-paper-on-ending-direct-provision/
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Brexit has had a considerable impact not only on the ability of EU nationals who
are not Irish citizens to come to the UK, including Northern Ireland, but also on the
rights of non-Irish EU citizens living in Northern Ireland.?” The Common Travel Area
guarantees reciprocal rights of UK or Irish nationals to live and work in the other
jurisdiction on the same basis as native-born citizens. The Withdrawal Agreement
between the UK and the European Union recognises the Common Travel Area,®®
but this does not extend to those legally resident on the island but without UK or
Irish citizenship. Thus Brexit also impacts the rights and ease of cross-border access
to health, education, work and leisure for these migrants living on the island.®

2.3 RESEARCH OBIJECTIVES AND METHODS
This study has three main objectives:

1. To compare patterns of integration of adults and children from a migrant
background in Ireland and Northern Ireland across a range of domains,
including labour market, health, housing outcomes and migrant children’s
experiences in education, alongside their levels of wellbeing;

2. To compare the environments of openness/anxiety towards immigration in
Ireland and Northern Ireland, into which migrants are arriving and integrating,
by analysing patterns of the attitudes towards immigrants, immigration and
integration among the majority, native-born members of the societies;

3. To explore what implications post-Brexit border changes at the UK level may
have, or be having, on cross-border travel, for business or pleasure, and the
right to work/reside and access services for those without protected rights
under the Common Travel Area (non-Irish and non-British citizens).

The project will take a primarily quantitative approach, using quantitative analysis
of representative survey data to derive comparative, generalisable findings about
migrants’ situation. This will be supplemented with qualitative approaches to yield
detailed insights into rapidly evolving issues. To explore objectives 1 and 2, this
study will analyse the best, most recently available survey data on migrant
outcomes. Performing a robust, comparative analysis between the two contexts
requires harmonised data, containing identical survey questions and measures.
Such data allow us to be more certain that any differences between the two
contexts are not simply a result of data/measurement differences, as well as test
whether any differences between jurisdictions are indeed statistically significant.

17 From January 2021 reforms to immigration policy means there is a single UK immigration system for both (non-Irish)
EU citizens and non-EU citizens alike. In Ireland there has been no change to immigration policy in this regard.

18 Thisis set out in a 2019 UK-Ireland Memorandum of Understanding:
https://www.dfa.ie/media/dfa/eu/brexit/brexitandyou/Memorandum-of-Understanding-lre-version.pdf.

19 The Nationality and Borders Bill was enacted on April 28, 2022: https://bills.parliament.uk/bills/3023.



To pursue objective 1, we use the Irish sample and Northern Irish sample of the
latest available waves of the European Union Labour Force Survey data (EU-LFS)
and the EU Survey of Income and Living Conditions (EU-SILC). These data can
compare the situation of migrants to those of the native-born group to gauge the
areas in which migrants are facing challenges to inclusion, including the labour
market (e.g. rates of employment/unemployment, and type of employment e.g.
insecure, part-time/full-time); housing (e.g. experiences of overcrowding, rates of
homeownership and social/private rental); and health (self-rated health; limiting
long-term illness). Comparing the situation of migrants in each jurisdiction, and the
experiences of migrants from different countries, will provide key insights into
where adult migrants share similar and different challenges and experiences. To
study migrant children’s outcomes, we use the 2018 Programme for International
Student Assessment (PISA) data to examine where migrant children are facing
challenges to inclusion. This will include comparing the educational and mental
wellbeing outcomes of children with two native-born parents with migrant
children — children born to migrant parents and children born abroad — and, where
possible, distinguishing the two.

To pursue objective 2, we use the Irish sample and Northern Irish sample of the
2017 Eurobarometer data, which contain a detailed range of questions on
individuals’ attitudes towards immigration, both from within and outside of the EU,
views on the impact of immigration on their societies, and frequency of interacting
with immigrants and in what domains (e.g. work, neighbourhood). These data will
provide critical insights into any similarities and differences in levels of openness
and anxiety towards migrants and immigration in Ireland and Northern Ireland,
whether we can explain any differences in levels between jurisdictions, and
whether processes driving openness/anxiety differ between contexts.

To pursue objective 3, the project will take a qualitative approach. Given the issues
of cross-border travel have emerged more recently and are changing quickly, a
qualitative approach allows us to gather up-to-date data on those groups
particularly affected by post-Brexit border developments. In particular, we will
consult with migrants and their representative groups from both North and South
to understand the impact that post-Brexit border arrangements have had on
different types of migrant groups and what the consequences have been for them,
their families, and their broader communities.

Dr Lucy Michael will act as advisor to the project. Dr Michael has written
extensively on migrant integration and racism in Ireland and Northern Ireland.
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2.4 EXPECTED CONTRIBUTION TO EVIDENCE BASE

Exploring patterns of migrant integration, alongside the openness of host society
attitudes, in two geographically and historically linked societies will provide key
insights into how different social, cultural and institutional environments can
shape migrant experiences. In particular, observing where, and what type of,
migrants face challenges to integration can shed light on the policy factors and
structural conditions which enable or obstruct the inclusion of migrants into
society. In addition, the insights into cross-border mobility among migrants will
generate novel and timely insights into an immediate issue facing communities to
help inform policy development of a rapidly evolving, contentious discussion.
Taken together, the study will contribute key evidence to our understanding of
where migrants on the island of Ireland are facing challenges and what we can
learn from each jurisdiction about where and how such challenges can be
overcome. Given the critical need for inclusion of ethnic minorities and migrants in
society, and an understanding of the barriers to achieving this, we therefore
explore how newcomers have integrated into both jurisdictions to provide insights
into the factors shaping migrant integration as a basis for policy learning.
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PAPER 3: MODELLING PRODUCTIVITY LEVELS IN IRELAND AND
NORTHERN IRELAND

Seamus McGuinness and Adele Bergin

3.1 INTRODUCTION

There has been a growing interest in comparative analysis of the economies of
Northern Ireland and Ireland. Somewhat surprisingly, very little research was
undertaken on the relative performance of both economies prior to the Brexit
referendum; the performance of the Northern Ireland economy has traditionally
been benchmarked against regions in Great Britain, while the performance of the
Irish economy has tended to be compared with the UK as a whole and other EU
countries.

It is probably fair to say that, up until relatively recently, there existed a belief that
income levels in Northern Ireland were generally higher than those in Ireland, due
mainly to high levels of transfers from the UK Government. This is despite the fact
that the Northern Ireland economy has historically been a poor performer when
compared against GB regions (McGuinness and Sheehan, 1998), and the
exceptional performance of the Irish economy over the Celtic Tiger era (1995-2007)
which led to very considerable and sustained improvements in living standards
over the period. However, recent evidence and data have begun to challenge such
perceptions, with a number of papers pointing to the existence of a very
substantial productivity gap between Northern Ireland and Ireland (FitzGerald and
Morgenroth 2019; McGuinness and Bergin, 2020; Bergin and McGuinness, 2021).

This research study will examine sectoral productivity differences in Ireland and
Northern Ireland, initially at a descriptive level, to highlight similarities and
differences at a sectoral level across the two jurisdictions, and then use formal
models to identify the key determinants of productivity growth in both economies.
The research will use a decomposition approach to measure the extent to which
differences in North-South productivity levels are explained by differences in their
endowments of key factors that ultimately determine productivity, such as human
capital, Foreign Direct Investment (FDI) and the presence of exporting firms.
Finally, simulation analysis will be used to illustrate how productivity levels might
vary in each area for changes in the level of human capital, FDIl and export intensity.
The goal of the research is to gain a deeper understanding of the similarities and
differences between both economies and to identify potential policy levers that
could accelerate productivity growth in both jurisdictions.
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3.2 EXISTING LITERATURE

There is an emerging body of research pointing to the existence of a productivity
gap between Northern Ireland and Ireland. McGuinness and Bergin (2020) show
that GDP per capita in 2014 in the Southern and Eastern Region of Ireland?® stood
at $55,991, compared to $28,159 in Northern Ireland.? Bergin and McGuinness
(2021), using OECD data, demonstrate a gap in household disposable income of
12 per cent in 2017, in favour of Ireland, which is also consistent with relatively
lower levels of productivity in Northern Ireland. While there is some ongoing
debate on the magnitude of productivity and income gaps between Ireland and
Northern Ireland, there is a growing consensus that productivity in Northern Ireland
significantly lags that of Ireland.

Despite the emerging evidence, little remains known about the underlying causes
of Northern Ireland’s low relative productivity. FitzGerald and Morgenroth (2019)
argue that low productivity growth in Northern Ireland is due to low levels of
investment in physical and human capital. McGuinness and Bergin (2020) argue
that at least some of the causes relate to gaps in educational attainment, FDI and
export intensity. In terms of human capital McGuinness and Bergin (2020) point out
that Northern lIreland performs consistently poorly in terms of educational
attainment compared to GB regions; however, the differences relative to Ireland
are somewhat more pronounced. Based on 2015 data, they report that 35 per cent
of young people in Northern Ireland (aged from 24 to 30 years old) attained only
the two lowest levels of schooling (primary and lower secondary), compared to
under 11 per cent in Ireland. Conversely, just under 40 per cent of Northern Ireland
young people attained the two highest levels of attainment (post-secondary or
third-level), compared to approximately 60 per cent in Ireland. Bergin and
McGuinness (2021) further report that the rate of early school leaving in Northern
Ireland is approximately twice that of Ireland.?? Other key productivity factors
examined by McGuinness and Bergin (2020) include levels of FDI and export
intensity and, again, they find that Ireland has distinct advantages in both areas.
Nevertheless, a key weakness of existing studies is that they speculate on the key
determinants of productivity growth in both areas without providing any evidence
of causal relationships.

3.3  THE RESEARCH APPROACH

This research seeks to provide evidence of the key drivers of productivity levels in
Northern Ireland and Ireland, in order to develop a greater understanding of the

20 The region contains approximately 70 per cent of the country’s population.

21 Ireland’s GDP is heavily distorted by globalisation effects; however, the productivity gap between Ireland and Northern
Ireland remains substantial when other measures of output, such as GNI* which adjusts for certain globalisation
effects, are used for Ireland in such comparisons.

22 Smyth et al. (2022) examine a range of definitions of early school leaving and report similar findings.
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underlying factors that drive income and ultimately productivity differences,
including at a sectoral level, between both jurisdictions. The research will exploit
annual sectoral level data on gross value added per worker to model the
determinants of productivity in each respective region. The modelling framework
will formally measure the role of variables such as educational attainment, export
orientation and FDI in driving productivity levels in both areas. By comparing and
contrasting the model outputs, the study will identify the key factors determining
productivity in each respective region and, data permitting, we will undertake
scenario analysis that will capture the relative gains in productivity that are likely
to arise by varying levels of input variables.

The research will exploit annual sectoral data on gross value added per worker for
both regions to construct a key measure of productivity. The key advantage of
using sectoral level data is that these data will give us workable samples to produce
reliable productivity models for each jurisdiction.?® For Northern Ireland, data from
the Office of National Statistics on regional gross value added by broad economic
sector (NACE Rev 2 definitions generate 20 broad economic sectors)?* are available
for around 20 years, and similar data are available for Ireland from National
Accounts produced by the Central Statistics Office.? Having constructed our panel
of productivity observations for each jurisdiction we will then use other data
sources, such as the respective Labour Force Surveys, to construct a series of
variables that will help explain productivity levels in each respective area. In
keeping with the structure of the productivity dataset, these will be constructed
for each sector in each region in each year and will include the following:

e The share of highly educated workers (post-secondary and third-level) in
employment;

e The share of low-skilled workers (early school leavers and those with primary
education) in employment;

e The employment share of migrants;

e The employment share of females;

e The employment share of temporary workers;
e The employment share of part-time workers;

e The sectoral overeducation rates;

Furthermore, aggregate Irish output data are often distorted due to globalisation effects, whereby recorded activity in
some multinational sectors is disconnected from actual trends so certain sectors may be excluded from the analysis,
or the models for those sectors may be estimated over a shorter time period.

The data for both Northern Ireland and Ireland include more granular data on the manufacturing sector.

As the research progresses, some sectors that are very small (in terms of output or employment) may get excluded
from the modelling work as the data may not be sufficient to generate reliable estimates. Furthermore, some
manufacturing sectors at the more granular level are supressed in the Irish data for confidentiality reasons.
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e The employment share of FDI establishments;
e Export levels;

e Research and development expenditures.

The empirical analysis will model productivity using a fixed effects panel approach
which will allow for the identification of the drivers of productivity separately in
Northern Ireland and Ireland within a causal framework.? The study will produce
the following outputs:

1. Models of productivity for Northern Ireland and Ireland which will identify and
contrast the factors driving productivity in each respective region.

2. A decomposition aimed at identifying the extent to which any gaps in
productivity between both jurisdictions is due to (a) differences in the levels of
factors such as educated workers, migrants, FDI, export intensity between
both jurisdictions (endowment effects); (b) differences in the way that the
explanatory variables interact with productivity between both jurisdictions
(coefficient effects); and (c) unexplained factors not included in the models.

3. Asimulation exercise examining the estimated impact on productivity in each
area as a consequence of changes in the drivers of productivity that are likely
to be responsive to policy (FDI, education and labour market variables, export
orientation).

4. A detailed policy discussion based on the findings of the empirical analysis.

26 Asopposed to the use of cross-sectional data and estimation approaches which, at best, can only identify the corollaries
of productivity.
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PAPER 4: CALCULATING THE BENEFIT OF ALL-ISLAND COORDINATION
OF ENERGY INFRASTRUCTURE AND RENEWABLE ENERGY SUPPORTS

Niall Farrell and Muireann Lynch

4.1 INTRODUCTION

This research project will quantify the impact of continued renewable energy policy
coordination on the island of Ireland. Renewable energy supports are determined
independently by both jurisdictions on the island. To date, renewable electricity
targets and policy supports have been similar. This paper will determine the
benefits (and drawbacks) of continued alighment, as compared to a counterfactual
where the levels of renewable targets and policy support are misaligned. A
misalignment of policy supports may lead to sub-optimal infrastructure
development on the island. This project will identify whether this is the case and
calculate any resulting costs.

The electricity system on the island of Ireland consists of two interconnected
power systems, one north and one south, with a single electricity market setting
one market price across the island. This Single Electricity Market (SEM) was
launched in 2007 and an updated market structure was introduced in 2018 (known
as |-SEM). Designed to accommodate the geographically isolated nature of the
island, the single market reduces costs of electricity generation and drives
efficiencies across both jurisdictions (Curtis, et al., 2014).

While the single market has brought about regulatory and market alignment,
renewable generation policy is set separately in each jurisdiction. In Ireland there
are renewable electricity penetration targets of 40 per cent for 2020 and up to
80 per cent for 2030 (Government of Ireland, 2021). In order to meet these targets,
renewable energy is supported through subsidy schemes. Subsidy payments are
made to renewable generators when wholesale market prices are sufficiently low.
The costs of these subsidies have historically been recovered from electricity users
via a Public Service Obligation (PSO) levy, which is currently added to electricity
bills. In Northern Ireland, renewable energy subsidy costs have been recovered via
similar levies on the electricity consumers, such as the Northern Ireland Renewable
Obligation (NIRO) scheme. This scheme closed for new applicants in 2017, the cost
of which was socialised across all electricity consumers in the UK. The precise
structure of the replacement scheme has yet to be decided (Cornwall Insight and
Iconic Consulting, 2020; Department for the Economy, 2021).

In this research, we focus on two impacts that variable renewable generation, such
as wind and photovoltaic solar generation, may have on the power system. The
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first is the net impact of renewable electricity generation and subsidisation on
electricity consumers’ bills, while the second is the impact on the electricity
transmission network.

Regarding the first of these two impacts, existing research has found that increased
renewable generation reduced electricity prices on the island of Ireland. In addition
it was found that this reduction in electricity bills more than offsets the cost of
subsidisation to wind generators on the island (Di Cosmo and Malaguzzi Valeri,
2018). The proposed analysis will build on this work, simulating the net impact of
renewable electricity generation given future renewable targets. In addition, it will
determine the sensitivity of net impacts to policy alighnment across both
jurisdictions.

Regarding network investment, previous research has found that increased levels
of renewable generation require increased transmission and/or storage
investment (Fitiwi, et al., 2020b). This research will determine whether and to what
extent this result may vary when different renewable targets are in place in both
jurisdictions. The increased network investment requirements as a result of
misalignment will be quantified.

4.2 POLICY CONTEXT — RELEVANCE OF STUDY TO POLICY

This study will provide insight into the benefits of aligning renewable electricity
subsidy schemes on the island of Ireland. Energy generation capacity is incentivised
by revenues and costs. Ideally the location decision should be guided by factors
such as proximity to existing infrastructure, proximity to locations of high demand
or proximity to locations with a strong wind or solar resource. If there is a
misalignment in the magnitude of renewable energy subsidies, however, this may
guide generation capacity investment in a sub-optimal manner, leading to
excessive development in the jurisdiction that offers the greatest remuneration.
This may lead to greater system costs than would otherwise have happened.

For the different misalignment scenarios that could transpire, it will be instructive
for policymakers to understand the extent to which an observed deviation may
lead to excessive cost. The findings of this study will quantify the welfare loss
associated with a given deviation, providing bounds of alignment within which
welfare losses are negligible. By considering any misalignment in the context of
generator profitability, the likelihood of deviation beyond these bounds may be
discussed.

In addition, system costs will be considered both in terms of the implications for
future electricity prices and future network development. This exercise may inform



renewable energy support schemes in both jurisdictions. Furthermore, public
opposition to energy infrastructure — particularly transmission infrastructure —
remains a challenge for policymakers (Bertsch and Hyland, 2017). Determining the
impact of misalignment of renewable targets on transmission infrastructure is
therefore of interest to policymakers in both jurisdictions as they seek to maximise
public acceptance of decarbonisation policy. It should be noted, however, that
policy decision-making must consider wider commitments. For instance, decisions
in Ireland must comply with EU legislation, including the Renewable Energy
Directive and State aid guidelines, and any resulting action on foot of this research
will be influenced by such legislation.

4.3 RESEARCH DESIGN AND METHODS

The contribution of this paper builds on a number of strands of literature. First of
all, the issue of policy alignment on the island of Ireland has been explored by Curtis
et al. (2014). Using an electricity dispatch model, they found that unilateral climate
policy at UK government level, if extended to Northern Ireland, would have
affected consumer welfare across the island of Ireland. The form of this policy was
a carbon price floor. If introduced in Northern Ireland, this would have applied to
a generating plantin Northern Ireland but not on rest of the island. This would have
distorted prices on the island and led to welfare losses. This policy was not
introduced in Northern Ireland, ensuring harmonised climate policy with respect
to electricity generation on the island. This research will provide a similar
contribution, exploring the implications of North/South alignment with respect to
renewable energy subsidies.

Secondly, much research exists to examine the impact of renewable energy
subsidies on consumer cost within a single jurisdiction. While Di Cosmo and
Malaguzzi Valeri (2018) compare the electricity price reductions to subsidy costs,
this is the first application, to the authors’ knowledge, to assess the impact of policy
alignment within an overarching common regulatory framework (i.e. North and
South).

Thirdly, this research brings together the research discussed above, analysing
policy costs and renewable energy policy, both within and across jurisdictions, with
a strand of research assessing the impact this may have on consumer electricity
costs. A number of papers have considered the impact of renewable energy policy
costs on consumer levies and surcharges (Farrell and Lyons, 2015; Grdosche and
Schréder, 2014), this paper will link this previous research with cross-jurisdictional
policy alignment.

The final contribution comes from the methodological focus of this paper. Where
Curtis et al. (2014) used a market dispatch model, this study will utilise the ESRI’s
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generation and transmission expansion planning model, the Electricity Network
and Generation INvEstment (ENGINE) model (Fitiwi, et al., 2020a). The ENGINE
model determines the least-cost deployment of electricity generation and
transmission assets across the entire electricity system of the island of Ireland.
Furthermore, the ENGINE model is a least-cost expansion planning model and
determines the optimal investment of such assets for the electricity system as a
whole. The optimal investment can be determined under various renewable
generation investment scenarios, and the total network capacity investment
required under each scenario can be quantified and costed. In this way, we can
quantify the total cost impact for island-wide electricity (generation and
transmission) arising from a harmonised renewable capacity expansion.

The project will take the following methodological approach. A baseline scenario
will be run to calculate system costs where renewable targets are equal in both
jurisdictions. The network investments and resulting market price, set on an all-
island basis, will also be determined. This will be followed by scenarios where
incremental deviations in the renewable generation targets North and South are
introduced. In this way the sensitivity of system costs, electricity prices and
network investment to any potential deviations in renewable targets can be
assessed. This gives important insight; while alignment on renewable energy
targets and support schemes may not occur, the magnitude of the effect of any
deviation is unknown. This paper will identify whether any likely deviations will
have significant cost impacts.

Finally, the costs of renewable generation investment in each jurisdiction and the
electricity market revenues, based on electricity prices and renewable generation
output, will be calculated by ENGINE under each scenario. From this, the viability
gap (the difference between renewable generator costs and revenues) and
therefore the subsidy required by renewable generators North and South can be
determined for each scenario. The sensitivity of the subsidy payment and the
impact of different subsidy design schemes in each jurisdiction to renewable policy
alignment will be determined.

4.4 EXPECTED CONTRIBUTION TO EVIDENCE BASE

As discussed in the policy section of this scoping paper, this study will provide an
evidence base to quantify the impacts of renewable energy policy alignment on
the island of Ireland. The impact of potential misalignment will be quantified and
implications for consumer costs will be discussed.

The findings of this study shall contribute to the international evidence base by
exploiting the unique nature of the SEM. The SEM is a single market that spans two
jurisdictions and energy is traded in two currencies. The findings of this study are



therefore relevant for other electricity systems whose market and regulatory
arrangements span multiple jurisdictions but whose renewable energy targets and
subsidies differ according to policy within each jurisdiction. Examples include the
NordPool market, which includes traders from 20 different European countries, or
the PJM market in North America, which trades electricity from 13 different US
states.

Finally, the relative contribution of misalighment in renewable energy targets and
misalignment in renewable subsidy design to any reductions in total welfare will
be applicable in markets other than the SEM. The findings of this study will
therefore be of interest to policymakers and market designers and operators both
on the island of Ireland and internationally.
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