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Introduction

Europe is changing dramatically. The coming months will see the most
intense period of change in the EU since its foundation in 1957. From
May 1st, 2004 the EU will consist of 25 countries, including the 10
new entrants, with a population of 450 million people. This means the
Union’s population will increase by 28 per cent while its average
income will be reduced by 18 per cent. Many of the structures and
procedures currently in place in the EU are being adjusted and a new
constitution proposed by the Convention on the Future of Europe sets
out a blueprint for change. The establishment of an Inter-
Governmental Conference takes this constitutional process a stage
further. Ireland is likely to hold a referendum in the coming year to
decide whether or not a new treaty, incorporating a new European
Constitution, is to be approved and implemented.

What sort of future Europe do Irish people want?

What contribution can Ireland make to this momentous development?

What priorities should guide us in making decisions on these issues?

This book addresses these and many related questions. Key aspects of
the present situation and of future possibilities are analysed and
critiqued. The implications for Ireland and Irish people are discussed
and evaluated. The chapters contained here were originally presented
in summary form to the CORI Justice Commission’s 15th annual
social policy conference on October 3rd, 2003.

In the opening chapter Pat Cox MEP, President of the European
Parliament, addresses the topic of Ireland and the future of Europe
from a European perspective and articulates, from a European
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perspective, the key values that underpin the European project. In
chapter 2 David Begg, General Secretary of the Irish Congress of
Trade Unions outlines a vision to guide the development of Europe’s
future. In particular he addresses the question of whether or not we can
afford to have a just society and outlines what needs to be done if such
a reality is to emerge in the foreseeable future. This is followed by
Brendan Keenan’s chapter on business and the future of Europe.
Brendan, who is Group Business Editor of Independent Newspapers,
outlines the challenges and the new questions emerging for Ireland in
the changing business context of the new Europe. He contrasts Europe
and the USA and identifies questions that must be addressed by Europe
in the new context in which it finds itself. 

In chapter 4, Patricia O’Hara of the Western Development
Commission and independent consultant Patrick Commins address the
question of regional development and the impact EU regional and
cohesion policies have had on this issue in Ireland. They go on in their
comprehensive chapter to identify the issues facing EU cohesion
policy in the post-2006 period. They conclude by identifying the key
issues facing Ireland in this developing context. Finally, in chapter 5,
Sean Healy and Brigid Reynolds of the CORI Justice Commission,
address the social aspects of European development and their impact
on Ireland. They challenge the imbalance between the economic and
the social dimensions of EU development since its inception and
outline four initiatives to be taken at European level that would
produce a more balanced Europe with substantially reduced levels of
poverty, inequality and social exclusion.

This is a special moment in the development of the European Union.
It provides Ireland with major challenges and opportunities. Ireland
takes over the Presidency of the European Council in January 2004.
The EU is set to expand to 25 countries during 2004. An Inter-
Governmental Conference is considering the new draft EU
Constitution and preparing a new Treaty to be voted on in the coming
year. We are at a moment of major change. Ireland could and, we
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believe, should lead the way in building a genuinely inclusive Europe. 

In presenting this volume on Ireland and the Future of Europe:
Leading the way towards inclusion? we do not attempt to cover all the
questions that arise around this topic. This volume is offered as a
contribution to the ongoing public debate around these and related
issues. 

The CORI Justice Commission expresses its deep gratitude to the
authors of the various chapters that follow. They contributed long
hours and their obvious talent to preparing these chapters. A special
word of thanks also to the AIB Investment Managers whose financial
assistance made this publication possible.

Brigid Reynolds
Sean Healy

October 3rd, 2003

vii
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1
Ireland and the Future of Europe: 

A European Perspective

Pat Cox 

European Integration - A Peace Project

With the recent votes in the Baltic republics of Estonia and Latvia and
their popular acceptance of membership of the European Union, the
stage is now set on May 1 2004, for the European Union’s most
ambitious ever enlargement. The inclusion in the EU of the states of
Central and Eastern Europe which suffered communist domination
throughout the period of the cold war represents a remarkable
opportunity for our old continent to make a new start on a truly
continental scale. This fifth enlargement of the European Union is
without doubt it’s most ambitious, it’s most diverse and it’s most
challenging. In some respects it marks the return to the central and
founding purpose of the European integration process. This was
captured in the seminal speech of Robert Schuman in his address
delivered on the 9th of May 1950 in Paris, when he spoke of the
concept of “creative reconciliation”. The civilisational project of
creating peace where for so long we knew only the destructive power
of war marks out the essential raison d’etre of European integration.
This is it’s core reason. This remains it’s greatest achievement. The
choice of all of the peoples of the new accession states to adhere to this
project bears testament to it’s enduring central value and worth.
Arguably the European Union is the most successful peace project that
the world has seen, too often regrettably lost in the fog of other detail. 

1

Patricia O'Hara & Pat Commins  25/09/03  12:45 pm  Page 1



Constitutional Convention

For seventeen months the Convention on the Future of Europe
deliberated on a new constitutional treaty for this continental scale
European Union of tomorrow. That draft now provides the input to an
Inter Governmental Conference of all the states of the European
Union, new and old, which begins it’s work tomorrow in Rome and to
where I shall go on behalf of European Parliament after this address.

The Convention I believe has been a remarkable success. It has
managed to produce a consensus on a constitutional treaty, on the
incorporation into the treaty of a charter on fundamental rights, on the
granting of a legal personality to the European Union, on the
simplification of European law making, on respect for the principal
and practice of subsidiarity through deeper engagement of national
parliaments with the annual legislative programme of the European
Union. The draft constitutional treaty also proposes institutional
reforms including a presidency for the European Council, a more
streamlined European Commission and the creation of a new office of
Foreign Minister. The political discussions on these issues are set to
dominate the European Agenda for the next several months and could
well, if not cleared by the Italian Presidency, spill over into the Irish
Presidency of the EU which begins on January 1st next. 

The Constitutional Treaty and Values

In today’s context let me remark on religion in the proposed draft
constitutional treaty. The dominant debate has centred on the question
as to whether there should be a reference to Christianity in the
preamble to this treaty. Currently no such reference is found although
there is a reference to our religious heritage. At recent conferences that
I addressed in Italy I had the impression that this issue of form,
regarding the preamble, risked to divert attention from the substance,
with regard to draft treaty provisions. The charter on fundamental

Ireland and the Future of Europe: A European Perspective
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rights repeats and respects the right of freedom of religious practice of
the individual. Moreover, article 51 for the first time at a European
level, recognises religious communities as such and goes on to
guarantee that nothing in this draft treaty would override or replace
existing national constitutional provisions regarding religious
communities and their rights. However, when it comes to the
substantive values which underpin this constitutional treaty I believe
for those, like me, who believe in a Europe of values that we should
not allow this moment of definition and victory to be turned by
polemics into an apparent defeat, whatever the outcome on the debate
on the preamble. Let us avoid snatching defeat from the jaws of
victory.

Pluralist Democracy

The European Union for the first time in a treaty will specify its
objectives and values, not before its time. First among these values is
a belief in pluralist democracy. This is not to make the unsustainable
claim that this value derives from the union nor, even less, that it is an
invention of the European process. That it is a central criterion for
membership nevertheless is beyond dispute. It is not by accident that
Greece joined the EU after the collapse of the junta led by the
Colonels. Nor is it by accident that Spain and Portugal joined after the
demise of their respective dictators, Franco and Salazar, nor that today,
it is after an era of communist totalitarianism that the newly re-
independent democracies of Central and Eastern Europe chose to
anchor their democracy in the European Union.

Human Rights

The European Union also believes in the promotion of individual and
minority human rights and in respect for the rule of law. I am proud of
the fact that the European Union and it’s member states, including by

Pat Cox
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referendum here in Ireland, has promoted the establishment of the
International Criminal Court and by so doing has asserted a belief in
the international rule of law in fighting genocide and crimes against
humanity. In the European Parliament we believe that an International
Criminal Court with its due process is better than Guantanamo Bay
any day. 

Solidarity

Solidarity is also a European key value both within the Union and
between the Union and the rest of the world. We in Ireland know to our
economic and social advantage the value of European solidarity freely
given through structural and cohesion funds to help us catch up with
other EU states. As the collapse of the WTO talks at Cancun showed
recently there remains an inevitable tension between values and
interests. Nevertheless, I am proud of the fact that for all it’s
deficiencies, the European Union and it’s member states constitute the
largest donor community in the world of untied, non-military aid. In
addition we are the largest donor community of humanitarian food aid.
In the sum of these policy initiatives annually we outspend the United
States by a factor of more than two and a half to one.

Sustainability

“Care of the Earth” is one of the visions of CORI. The European Union
has been a leading voice in the debate on sustainability as a policy
value. Again I am proud of the role played by the Union and it’s
political institutions on the Kyoto Protocol and on our contribution to
the Johannesburg Summit one year ago. These values progressively
are finding expression not just in the external policies of the union but
also internal policies regarding environment, agriculture and industry.

Ireland and the Future of Europe: A European Perspective
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Cultural Diversity

Another value, close to my heart as an Irish European, is a respect for
cultural diversity. We will never build a legitimate European Union if
it runs counter to people’s sense of national and personal identity. This
challenge requires already, as I know in the European Parliament,
major attention to detail and investment on our part. With ten new
member states entering next year they will bring with them nine new
languages as the badges of their identity. Currently we are hiring staff
and building systems to cope with this linguistic challenge. This is not
simply for the comfort of members elected from the new states but
rather represents an investment in linguistic diversity which allows
media and citizens in any of those states to follow all of our work if
and when they should choose to do so. 

These are the values which suffuse and permeate the new
constitutional treaty and which animate and anchor the work of today’s
Union. They are wholly consonant with Irish values and should make
us feel easy when debating our common European future in the months
to come. 

Pat Cox
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2
The Just Society - 
Can We Afford It?

David Begg

The flagship publication of the United Nations is its Human
Development Report. For the first time ever it was launched in Dublin
on 8 July. This was a significant coup for the Government and a
recognition that Ireland is regarded as a serious player in the matter of
International Development Co-operation. The Human Development
Report is an invaluable source of information on the developing
countries and is used extensively by diplomats and aid agencies like
Concern, Oxfam, Trocaire and Goal. But it is a very revealing
document too in what it has to say about the countries of the developed
world.

Amongst the countries of the OECD Ireland’s performance is
impressive. We are ranked 12th in the World, out of 173 countries, in
the Human Development Index (HDI). The HDI captures average
levels of the nation’s human development, by reflecting achievements
in longevity, knowledge and standard of living. In terms of GDP per
capita Ireland comes third with a purchasing power parity in US
Dollars of 32,410. Luxembourg heads the list with a figure of 53,780
and the US is second with 34,320. Just for the record Sierra Leone is
the lowest with just 470.

By contrast the Human Poverty Index (HP1-2) is a multidimensional
measure of poverty for selected high-income OECD countries. It takes
into account deprivations in survival and knowledge, social exclusion
and lack of economic means. Ireland comes second worst out of 17
countries, just behind the United States. It is rather startling also that:
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• 9.3% of those born today are not expected to survive to age
60;

• 22.6% of adults lack functional literacy skills
• 12.3% live below the poverty line.

Overall Ireland is rated second only to the United States as being the
most unequal society in the Developed World.

Is this a fair portrayal of Ireland? Probably not quite. The statistics
used to compile the UNDP Report are usually a couple of years out of
date. The figure for long-term unemployment for instance is given as
3.2 per cent of the labour force whereas it is now down to 1.4 per cent.
Nevertheless, and given that the same time lag occurs for other
countries, it presents a reasonably accurate picture of Ireland in
relative terms. It is necessary to be aware that, in relation to inequality,
the rapid growth of good quality employment will have contributed to
a widening gap between the top and bottom income barriers. Still, to
have very large divergence in society is ultimately debilitating of
social cohesion and, while it might be tolerable in a short-term catch-
up phase, it is not sustainable in the longer term.

As the ESRI has pointed out in its Medium-Term Review 2003-2010
the strategy of economic development adopted in Ireland since 1960
has involved the opening up of the goods and the capital markets as
part of the long-term process of EU integration. However, there was
more to Ireland’s success than merely a liberalisation of markets.
There was also active intervention by the State investing in human
capital, albeit twenty years after the rest of Northern Europe, and by
directly encouraging foreign direct investment. This two-pronged
approach has been pursued with consistency by all governments over
the past thirty-five years. There was also a series of ‘enabling’ factors
that have facilitated the success of the last decade, as well as some
policy mistakes that have rendered the convergence path unnecessarily
bumpy.

While Ireland still had an economic dependency ratio well above the

The Just Society - Can We Afford It?
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EU levels in the 1980s, it has now fallen below the EU average. This
contrast, and its related effects on living standards represented by the
movement in GNP per head, reflects the window of opportunity that is
available to Ireland over the next twenty years. The declining
dependency ratio, at a time when the ratio is rising elsewhere in the
EU, has made possible a rapid rise in living standards in Ireland. 

The challenge we face is how to harness the potential to create a just
society. In posing this question I am aware that the concept of a just
society is not universally accepted, or at least not defined in the same
way by all shades of opinion. There are, for example, discernibly
different approaches between those who hold Liberal and those who
hold Social Democratic views. I place myself in the latter category.

I see the challenge as requiring us to commit ourselves in a serious way
to the European Social Market Economy model. Others see our future
moving deeper into the Anglo/American model. They express an
almost sycophantic admiration of the United States and all it stands for.
There is much to admire in the United States in terms of its openness,
its tolerance, and its sense of patriotism. American investment in this
country has also been very welcome and for all its current economic
imbalances it remains a powerful engine of growth in the global
economy. But its record on equality and social cohesion is not to be
emulated. The statistics make dismal reading:

• 53 per cent of Americans have no pension provision;
• 41 million have no health insurance;
• 37 million have no coverage for drug costs;
• 23 million are illiterate;
• 60 per cent have jobs which pay less than $30,000 a year.

In fact in terms of earnings trends there is a widening gap between rich
and poor. Since 1980 Chief Executive pay has increased by 536 per
cent while factory wages have actually decreased by 8 per cent.

David Begg
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It is to European values that I look when seeking to promote the type
of Ireland I want to see. In forming these opinions I have been,
paradoxically, influenced by the writings of one of the greatest
American thinkers, John Kenneth Galbraith. Forty years ago he wrote
about his country degenerating into a state of ‘Private Affluence and
Public Squalor’. In 1998 the UNDP invited him to revisit this topic for
the Human Development Report. He wrote that there was one
significant change he wished to note; whereas there was a sense of
guilt about this condition of growing inequality when he first wrote
about it, now it is seen as acceptable.

The ESRI Medium Term Review is, on the whole, a positive
document. It predicts that unemployment will rise to 5.7 per cent over
the next two years. But from 2005 onwards the forecast is for a return
to 5 per cent per annum growth until 2010 at which stage full
employment will have returned and Ireland will assume a growth
pattern of around 3 per cent per annum, more in line with that of a
developed economy. Possibly the most important conclusion in the
review is that Ireland’s economic growth since 1994 was not a bubble
or a transient phenomenon. It was rather a period of long overdue catch
up with the rest of Europe delayed by policy errors in earlier years.

If this is indeed the case we can look forward, beyond the immediate
downturn, to a more positive future. However, this does require us to
resolve certain contradictions at the heart of public policy.

The position as I see it is this. Over the last fifteen years we have
moved from a high tax regime with a stagnant economy to having one
of the lowest tax bases and least regulated countries in the OECD and
one of the highest economic growth rates. We also have a very flexible
labour market. Prima facia, therefore, the formula works and we
should stick with it. The problem is that what was effective during the
catch up phase of our economic development may not be appropriate
as we consolidate that progress. The additional tax revenue from job
creation at a time of high unemployment was hugely beneficial. But
we have probably overshot the target at this stage because:

The Just Society - Can We Afford It?
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• The overall level of tax revenue is not adequate to finance the
public services we need;

• Economic growth puts huge pressure on housing and other
forms of economic and social infrastructure.

Those who listen to current affairs radio programmes like “Morning
Ireland” will have noticed that, apart from international news, the
greater proportion of coverage is about problems of public
expenditure. A great variety of civil society organisations and public
representatives contend about cutbacks or lack of resources for new
initiatives. It is all about competing priorities for the distribution of an
inadequate amount of money.

In essence we have become unbalanced. We desperately need to bring
physical infrastructure up to standard, we need to reduce housing costs
to affordable levels, we need substantial increases in social housing
provision, we need to improve health care and education and we face
long-term challenges in terms of:

- Providing an infrastructure of caring;
- Providing for an aging population;
- Dealing with the collapse of occupational pensions values;
- Reversing the growing inequality in society;
- Providing a whole range of public services that do not exist

at present (Alzheimer’s care, disability, respite care, drugs 
problem etc).

There is, I suspect, some official recognition of this imbalance but
government response to the inadequacy of our tax base has been to
introduce by stealth a whole series of administered and local charges.
The problem is that these are regressive taxes insofar as they do not
have regard to ability to pay and they also push up inflation. The
projected shortfall in tax receipts for 2003 is likely to create pressure
for more of the same or more swinging cutbacks in service.

David Begg
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The political problems of changing course should not be
underestimated. Apart from the ideological platform associated with
low taxes and small government there is the practical difficulty of
persuading the population that a change is necessary. And, anyway, it
is not so much that income tax is out of line, it is rather that the tax base
is too narrow. We do not have any significant wealth taxes and it was
a serious mistake, in my opinion, to reduce employers’ PRSI and
corporation taxes to current levels. Congress tried unsuccessfully to
persuade government to keep corporation tax at 16 per cent but to
introduce R&D credits which could have the effect of bringing the tax
paid by companies that we wanted to put roots down in Ireland to 12.5
per cent.  There is no advantage in having a uniform rate of 12.5 per
cent corporation tax applicable to hotels and banks as well as to
manufacturing industry.

A further complication is that costs associated with housing provision,
childcare and the high cost of living in Ireland - 12 per cent over the
EU average - means that people are not receptive to paying higher
taxes. We need more government intervention to tackle some of these
problems.

Take housing for example. In the recently negotiated “Sustaining
Progress” agreement Congress and IBEC pursued successfully the
objective of building 10,000 affordable houses within the lifetime of
the agreement and using government owned land to offset the cost. The
objectives were fourfold:

• To help people who are currently priced out of the housing
market to be able to buy a house;

• To take pressure off social housing demand so that it should
be easier to meet the needs of people in this category;

• To “cool down” the housing market (currently with an
inflation rate of 15 per cent) by intervening on the supply

side;
• To help reduce inflationary pressure in the economy.

The Just Society - Can We Afford It?
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It is important to acknowledge that this is not a complete solution. A
recent report by Jerome Casey reveals that the land component in the
cost of a house in the rest of Europe would work out between 10-15
per cent. In Ireland the cost is closer to 50 per cent. Moreover, there is
an extensive volume of zoned land in the greater Dublin area which is
owned by a small number of people who drip feed it on the market in
a way that balances supply with demand to keep prices high. This is a
situation where the common good is being subordinated to superior
property rights of a few rich individuals. It is morally wrong, an
absolute scandal in fact. Casey convincingly demonstrates in his
analysis that government intervention on three key points is necessary
to rectify this situation, viz:

1. The Constitutional Right to Private Property Needs
Amendment, along the lines suggested in 1996 by the
Whittaker Expert Review Group. In 1937 De Valera was
influenced both by history - the scholastic philosophy of John
Charles McQuaid and by current events - totalitarian excesses in
Germany and Italy against persons and property. And so in
Article 43.1.1. private property is stated to be a “natural right,
antecedent to positive law”. The Review Group was not
impressed: it considered that “this elaborate statement as to the
origins of the right to property does not greatly assist either the
Oireachtas or the courts in their attempts to protect the
sustenance of the right”. More generally the Review Group
found that the two articles (Article 40.3.2 and Article 43)
dealing with private property in the Constitution were confusing
and poorly worded. It proposed to replace these two articles
with a single article which would guarantee everyone the right
to peaceable enjoyment of their property and its transfer, and
would limit private property in the interest of the common good,
especially but not exclusively in relation to taxation, proper land
use and planning, and the protection of consumers, the
environment and heritage.

David Begg
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2. Betterment Legislation is Required Immediately. Betterment
occurs when a planning authority re-zones agricultural land for
development, thus raising the value of such land up to tenfold.
Uniquely in Europe, all of this betterment goes to the Irish
landowner. Ten years after the 1963 Planning Act was passed,
disquiet over betterment resulted in the Kenny Report. Judge
Kenny suggested a judicial-type body to determine what
increased building land would be required around towns over
the following ten years, purchase of this zoned land by local
councils at agricultural value + 25 per cent and subsequent sale
of this land to builders as required. This was a very ambitious,
very statist solution to the betterment problem. The two senior
Department of Local Government representatives on Kenny
strongly opposed his land price proposals as unconstitutional,
and signed a minority report to this effect. The Department
never implemented Kenny, but neither did it put another
solution in place. This policy failure directly caused both the
corruptions in the planning system in the 80’s and early 90’s and
the current monopoly profits of developers.

Local planning authorities will have to become more assertive in
leading development if betterment proposals are to succeed. At
present, planning authorities transfer a publicly-created absolute
right to a superior class of real property to a developer in the
hope that this will result in the orderly rollout of the new homes,
factories, offices etc. that society needs. A modern betterment
system might combine the public auction of development rights
with a licensing system to ensure that development actually
occurred. 

3. Reform of the Planning system is required which, while less
dramatic than legislative changes, may have at least an equal
impact. In relation to planning, the 2002 Act was too
complicated and hugely increased the workload of planners
without increasing their supply. The DOELG, as the main
client/employer of planners, should compel the planning

The Just Society - Can We Afford It?
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institutes to adopt the educational model used by accountants for
new entrants to the profession. This involves study for
examinations while training on the job - rather than graduate
qualification at university. The accountants’ model ensures a
balance between demand and supply, whereas the planner’s
current model will continue to under-supply public and private
planning offices with qualified planners.

The problem of generating tax revenue to support necessary public
services is not unique to Ireland. A culture has developed whereby
political parties promise the electorate that it is possible to improve
public services while reducing tax. Anybody who bucks this trend is
apt to get dusty response from the voters. When the British Cabinet
Minister, Peter Hain, called for a “mature debate” on the question a
couple of months ago he was immediately slapped down by Downing
Street. Fear of being branded a “tax and spend” party affects all
Western political parties.

Nor is this a dilemma exclusive to the political system. It is worth
recalling that it was the Dublin Council of Trade Unions that organised
the protest marches against taxation in 1979. It is also true that tax
reduction in return for wage moderation was a feature of all the
partnership agreements up to and including the PPF. In fact the tax
reductions actually implemented went considerably beyond the terms
of the individual agreements.

There is a major political, economic and social challenge in achieving
a national consensus around what is the required level of public service
provision and how it is to be paid for. There is also the increasingly
problem of inequality and social marginalisation and our collective
will to arrest this trend. Because fiscal policy is an important
instrument of redistribution it is necessary to try to achieve a broad
measure of agreement about what we do as a country in terms of
changing direction - if we want to change direction that is. What we
have been doing up to now is avoiding the question.
My personal belief is that the citizens of Ireland would, given the

David Begg
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political leadership, be willing to fund proper levels of public service
and the creation of a more just society on certain conditions. What they
most resent is unfairness, waste and inefficiency and they would also
want to be assured that:

• The tax base would be broadened to capture wealth and a fair
share of corporate profits;

• Special tax shelters and favourable treatment of rich exiles
would end;

• Everything possible to modernise and make public services 
more efficient would be done;

• Government would intervene, as in the case of housing, to
legislate for the common good.

Dealing with these issues in a serious way is unavoidable. The
demands of an aging population on health and caring provision will
increase for example. The time has come to think about radical
solutions including, perhaps, funding this through a universal
insurance system, as is the case with most European countries.

In relation to efficiency in public service provision it is Congress
policy that everyone who works in the public service should do what
is in their power to make those services as efficient and effective as
possible. This is clearly in the best interest of all workers and their
families and the population at large which depends on those services.
The will to invest in public services depends on whether people believe
that their quality of life will improve as a result. It would be helpful too
if we could have a more thoughtful debate about the role of the public
sector. For the last 20 years the notion of a public realm has been under
sustained attack from those of a more liberal political persuasion. Not
all of the criticism is unfounded but the reality is that there are essential
services that must be provided by the State in the interest of the
common good. The number of citizens who could themselves
adequately provide for the needs of their families in this regard to
education, health etc. are small. Indeed, even in the area of housing, as
I have already argued, people who in times past would have been able
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to provide their own housing can no longer do so and State
intervention to help them is necessary. The same is becoming
increasingly obvious in regard to childcare. The issue is about using
public resources to achieve the best possible quality of life for most of
the people and how best to do that.

In my opinion the value of social partnership lies in its capacity to
secure a measure of consensus around choices which have to be made
from time to time. Government, if it wishes, is empowered by virtue of
its electoral mandate to decide policy direction on its own. But then all
civil society organisations can also pursue their priorities. It seems
logical to see if agreement can be found to pursue some and exclude
others. Indeed, that is what has been attempted in “Sustaining
Progress”.

Within Congress there was a lot of criticism of “Sustaining Progress”
and its passage through the democratic process was the most difficult
of the six programmes negotiated since 1987. Most criticism was
focussed on the perceived inadequacy of the pay agreement and its
attendant provisions.

On the whole I do not think the critique was valid or that the fears
expressed will be borne out. However, I do think there is cause for
concern about the general drift towards a model of society which is
more individualistic, more consumer driven, less solidaristic and more
unequal. There is no popular desire to go back to the high tax stagnant
economy of the mid-eighties with its high unemployment and
emigration. Equally, however, I do not think people want to go too far
in the opposite direction. We must try to maintain a dynamic economy
and a just society in co-existence and I fear we are some distance from
equilibrium as things now stand.

David Begg
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3
Business and the future of Europe

Brendan Keenan 

The original European project, as is well known, was an economic plan
with a political purpose. While the economics of the Coal and Steel
Community may have made sense in themselves, the apparatus was
also designed to bind the former enemies of France and Germany
together.

And so it has remained ever since. The European Union is still
essentially an economic construction. Its limited budget is almost
entirely spent on economic supports of one kind or the other. Most of
it goes into agriculture, of course, and it can be argued whether this is
a sensible use of resources. But again, the purpose is largely political.

The most dramatic example of these “political economics,” at least
until the creation of the euro in 1999, was the development of the
internal market in the 1980s. Unlike many European initiatives, this
appeared to make clear economic sense. Cross-border trade and
investment were curtailed by different national regulations,
professional qualifications, taxes and duties, and by straightforward
prohibitions such as exchange controls on movements of money.

There is a sharp Irish example here which is often forgotten. Before the
single market, it could take a truck five hours to clear customs at the
border. If a truck was not cleared before the customs officers went
home for the evening, it had to park overnight. Despite Ireland’s
commitment to free trade for the previous 20 years, never mind the
rhetoric of a united Ireland, domestic political and fiscal considerations
maintained this costly regime – and presumably still would.
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The economic gains from the single market have been huge, not least
for Ireland, but there was a political programme behind it too. It was
felt that Europe needed another push towards the “ever closer union”
enshrined in its founding Treaty. There seemed no realistic prospect of
actual political integration on any meaningful scale. But a single
market would tie the member states closer together and reinforce their
mutual interests as compared with their national interests.

This has succeeded to a considerable degree. In particular, the free
movement of people gives citizens of EU countries a unique
relationship with their fellows. When Dublin was “hip” in the 1990s,
the bars and cafes were full of young French, Spanish, Swedish people
working or just enjoying themselves. They take the freedom to do so
for granted, but it is easy to forget how remarkable it is. The citizens
of the new member states will certainly think it remarkable; at least
until the novelty wears off.

The internal market is still not complete. One reason is that those areas
which remain to be opened to market forces impinge more on national
interests, and perhaps on nationality itself, than the mutual recognition
of standards for light bulbs, or even broad harmonisation of VAT. In
Ireland, there is much more alarm about the opening of markets for
electricity, postal services and air traffic than there was about any of
the earlier changes. The threat to our low corporation tax is well
recognised. Behind the scenes, there is also some concern about the
effects of free capital movement and the consequences, for example, of
the Irish banking system falling entirely into foreign ownership.

Such concerns are understandable. The European “method,” where
economics leads the way and politics is meant to follow gives the EU
a strange “upside-down” feeling compared with a federal nation state.
In such states, matters such as defence and foreign policy are
conducted by the federal government. Most economic matters, along
with business regulation, tend to be handled by the states.

Sometimes the range of differences can be remarkable, especially in
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the USA. The idea of the joint stock company – one of the cornerstones
of modern capitalism, was invented in New York in 1811. But
California did not pass joint stock legislation until 1931. Even today,
there is no personal income tax in Texas and Florida (what else have
they got in common?), or in some other States, while the citizens of
Massachusetts pay tax at almost European levels.

In the Europe Union, things tend to be the other way round. Member
states deal with defence and foreign affairs, but more and more, the
detail of business regulation, environmental protection, labour rights
and social inclusion are decided by the Union. 

One reason for this strange approach is that, despite having created the
single market, member states fear the competition which it may bring.
In particular, the richer states, with the most elaborate social and
environment protection systems fear the cheaper costs of poorer states
which do not carry these overheads. 

Thus it is that all new members must accept the entire acquis
communitaire of regulation developed over more than 50 years in the
Community. This will be a major burden on the new members from the
east, who will also be pressured into tying themselves to the euro as
soon as possible, in case they might try to gain an advantage from
having a cheaper currency.

The euro itself is the most dramatic example of the thinking which lies
behind the EU model – the attempt to create a single economic, and
perhaps social, entity without a central government. As has been said,
while there are many examples of countries which got along fine
without a central bank; there was, until the euro, no example of a
central bank without a country.

The dangers in such a system were foreseen – hence the creation of the
Stability and Growth Pact which was designed to limit national
borrowing. In a monetary union, the higher interest rates caused by
excessive borrowing by one member are borne by all. In theory, it is in

Brendan Keenan 
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everyone’s interests to see that there is no such fiscal indiscipline.

In practice, it is a real temptation for individual states to take
advantage of the single currency by borrowing for itself while sharing
and diluting the pain of higher long-term rates with the other members.
If only one or two states are fiscally reckless, the rise in rates will be
small. In the case of small states like Ireland or Finland, it would make
no difference at all. Ironically, this gives them a vested interest in fiscal
prudence, because the large states’ behaviour can affect their interest
rates, but not vice-versa.

It is a kind of prisoner’s dilemma. The difficulties may go deeper,
however. There are clear signs that France, which was never keen on
the Pact, does not believe that the rules are even sensible. Paris may
well feel that the creation of the euro is an opportunity to run bigger
national budget deficits than would be possible with small national
currencies. It can point to the United States, which blithely ignores the
external value of the dollar and take a remarkably relaxed view of
deficits as well.

The big difference, of course, is that Washington does the borrowing.
The individual States are supposed to balance their books. Right now,
they are having to cut back vigorously in order to do so, offsetting
much of the stimulus from the rising Federal deficit.

This is the norm in federal systems, including Germany, for precisely
the same reason – to avoid “free-loading” by one state. But Europe has
only states and no central Exchequer to determine fiscal policy. Once
again, far from being a federal super-state, the EU is the exact mirror
image of one.

In these circumstances, it is hard to argue against the proposition that
euro zone states need more fiscal freedom than the Pact allows. The
uncomfortable fact is that even the 12 present euro members differ
considerably in their economic structure and potential. They require
different fiscal stances. Ireland’s infrastructure deficit is only one
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example. Germany is almost certainly in a “debt trap” and literally
cannot close its deficit with the normal mixture of spending cuts and
tax rises. Other countries – France probably included – could run
budget surpluses, and should do so, given their future pension
liabilities.

These differences will increase with the arrival of members from the
east. Because they are poor, they have the potential to grow much
faster than existing members. Instead of welcoming that potential, EU
leaders, including Ireland’s regard it as a threat – illustrating even more
graphically the failure to think through how the European economic
entity is to work.

Underlying it is a very dubious concept, but one which appeals
instinctively. This is that economic growth is a zero sum game. If
Ireland is growing faster and attracting more investment than, say,
Austria, Ireland must be gaining at Austria’s expense, this thinking
says. But wealth truly is created by economic growth; it is not a
question of sharing a pie. 

And Europe needs all the growth it can get. Despite the dramatic EU
integration of the past 20 years, its economic performance has, in most
eyes, been disappointing. In particular, comparisons with the USA are
unflattering. This is particularly true of the boom years of 1994-2000,
when the US recorded growth of around 4% a year in real terms, and
the euro zone countries just 2.5%.

Within these figures, the differences between domestic demand and
investment in the two economies is even more striking. The end result
was that unemployment fell in the USA from 6% to 4% in the period,
but from 11% to 8% in the euro zone. Because the US labour force is
growing, the EU record in job creation is even worse than these
comparisons suggest. 

Brendan Keenan 
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In fact, US unemployment is much more responsive in both directions.
It has risen to 6% since the downturn – an increase of 50% in the level
from its 2000 low point – but euro zone unemployment is up less than
10%. This may be seen as a microcosm of the much-vaunted flexibility
of the USA over Europe. Unemployment is lower, but jobs are less
secure. There are many in Europe who argue that their more secure
system is a reasonable trade-off. They question the emphasis on
economic growth in much media comment and political analysis, and
regret the absence of wider measurements of living standards.

This was the theme of Will Hutton’s most recent book, “The World
We’re In.” “ Across Europe there is a profound commitment to the
notion that all citizens should have an equal right to participate in
economic and social life, and that the state is more than a safety net of
last resort,” he writes.

Americans do not have that “profound commitment,” and see society
organised in a different way, based more upon the individual. The
differences probably widened during the 1990s, with the economic
boom and bubble, the end of the cold war and the rise of a new
conservatism in the USA.

In Ireland, of course, these differences were crystallised in Mary
Harney’s famous comment that Ireland was closer to Boston than
Berlin. The interesting thing is that the phrase became famous. That
usually happens when a phrase touches a chord, captures an underlying
concern, or even exposes a hidden truth.

One is not quite sure which it was in this case. Possibly the phrase did
reflect an underlying concern. This ranges from fears that Europe
threatens political and social values, from neutrality to abortion, to the
more mundane worry that European developments will harm our
economic growth.

As to the latter, one has to be careful about the comparisons between
the EU and the USA. Dr Garret FitzGerald was one of the first to point
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out that, measured per hour worked, Europeans are, if anything, more
productive than Americans. But they do not work as much. It can
reasonably be argued that this is a perfectly rational response in
countries so rich that the necessities of life are more than taken care of.

But even when all these factors are taken into account, the EU – and
the euro zone especially - seems to under-perform. But the
performance is uneven. No-one could argue with the economic success
of Finland or the Netherlands. The culprit is Germany which,
unfortunately, accounts for 30pc of the eurozone economy and 90pc of
media and market comment .

Why the difference? All three countries have high levels of social
protection. There is, in fact, little evidence that such protection, per se,
damages economic performance. The damage is done when the
protection is of jobs, insiders and the status quo. This is quite different
from a generous safety net for those who require one, and serious
policies to get them out of the net if they fall in.

The danger which many commentators perceive is that the way in
which EU legislation and regulation is framed favours the damaging
protection of insiders rather than those in need. Insiders, whether they
be employers stifling competition, trade unions protecting
featherbedding, or politicians pleasing interest groups, usually have
more influence than “outsiders” like the unemployed, immigrant
workers, the young, or those who can only work part-time.

This combination means that business and economic agents are
confronted, in a sense, by two Europes. Where the creation of the
single market is concerned, the thrust has been for de-regulation, more
competition and increasingly tight scrutiny of mergers and
acquisitions. Were it not for Europe, it seems certain that nothing
would have been allowed to disturb the tranquility of Telecom Eireann,
the ESB and Aer Lingus. Where the single market does not apply, as
with pharmacists or publicans, the status quo is indeed undisturbed.
But at the level of the company, EU policy has tended to restrict the
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free operations of the marketplace. The drive for minimum standards
across the Union has had all kinds of effects, from making it difficult
to run small food-processing companies, to restricting part-time work,
to killing off the traditional Christmas turkey.

It is true that the single market could not function without standards.
The difficulty is that too often they are set by reference to those of the
richest countries. This may represent best practice in many cases but it
too easily ignores the fact that standards are a cost and rich countries,
like rich people, are better able to bear costs than poor ones.

Ireland is now in an ambiguous situation in this argument. Its income
levels are high enough to put it in the rich club. But most observers
would feel that its indigenous industrial – even service – development
is still below average and that EU restrictions may damage its future
prospects.

The evidence from bodies like the OECD is that many European
practices, particularly restriction on labour flexibility, damage growth
an employment. This issue will surely become more intense after the
accession of the new members from the east, whose average income is
around a quarter of the existing members’. EU Conventions and
Constitutions notwithstanding, it is difficult to believe that the
enlarged EU can function unless the model is changed to something
which takes more account of national and regional conditions.

Finally, there is the question whether the old method of advancing
political integration by economic integration has now run its course.
As the EU becomes a more integrated economy, and as it tries to
develop further as an economic entity, it moves ever more into areas
which are acutely political within the member states. (This is even
more the case as it moves into areas like foreign affairs and justice). 

The question is whether the EU has the political structures or the
democratic legitimacy to extend its remit much further, even in
economic matters If it does not, and does not find a way to create such
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legitimacy, but still develops along the lines which many of its leaders
wish it to do, its citizens will increasingly find themselves governed
rather than governing - as citizens in a democracy are supposed to do.

Brendan Keenan 
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4
Ireland and the Future of Europe: 

A Regional Perspective

Patricia O’Hara and Patrick Commins

I. Introduction

Development in the European Union and regional development in
Ireland are strongly linked, as much of the policy impetus and support
for Irish regional development in recent decades has emanated from
Europe, and Ireland continues to rely heavily on structural funding.
Indeed, national development policy has evolved in parallel and in
response to EU Regional Policy, so that Ireland’s National
Development Plan 2000-2006 (NDP) incorporates the Community
Support Framework (CSF) for the EU Structural and Cohesion Funds.
The future of regional – or what is often referred to as cohesion –
policy is currently the subject of much debate in the EU. The
framework for EU enlargement has now been established, and ten
candidate countries will join the EU during the Irish presidency in
2004, with two others expected to join by 2007. The impact of
enlargement has stimulated a review of the two main areas of EU
expenditure – the Common Agricultural Policy (CAP) and cohesion
policy (Structural and Cohesion Funds). CAP Policy for the period
2007-2013 has already been broadly agreed. Cohesion policy is certain
to undergo major reform in the light of enlargement and the impact of
the current programme. 

The EU Commission has already initiated this debate, particularly with
the publication of the Second Cohesion report in 2001 and two
subsequent progress reports. The Third Cohesion Report, to be
published at the end of this year, will set out a framework for regional
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policy for the period 2007-2013 sometimes referred to as ‘Agenda
2007’. Now, at the mid-point in the current programming period for the
Structural Funds (SF), and as we await the Mid-Term Evaluation of the
NDP and CSF, it is an opportune time to review the operation of the
SFs and cohesion policy in Ireland and explore the problems and
prospects for the Irish regions in the post-2006 programme. 

This paper has a number of objectives. Firstly, we set out the broader
context to regional policy in Europe by reviewing changes in the
underlying conceptualisations of regional development and some of
their possible implications for the scope and content of policies.
Basically, what we see emerging is a form of ‘functional regionalism’
by which the roles of regions in the EU are being viewed primarily as
instrumental in the collective economic functioning of the Union in a
competitive global economy. As a consequence, there is an impetus to
reformulate conventional EU regional policies, concerned with
transferring resources to the least favoured regions and with
strengthening economic and social cohesion. The primary concern
now is to enhance the global competitiveness of all regions, including
the economically stronger ‘core regions’. 

Secondly, in looking back at EU regional policies to date, we draw
attention to the fact that even the conventional SF policies were
curtailed in the current programming period, and while progress with
cohesion is reported at Member State level and the impact on Ireland
has been positive, disparities between regions have increased. Thirdly,
we consider some of the main development challenges in the BMW
region and consider whether it is benefiting from Objective 1 status.
We conclude that, on the basis of the evidence available to date,
Objective 1 status appears to be making little impact on the BMW
region. Finally, we review the main issues determining the shape of
‘Agenda 2007’ and consider the prospects for Ireland. We conclude
that Ireland can no longer expect the EU to solve its regional problems,
and that it is time to formulate a new regional policy conceived
nationally and drawing on the lessons of 30 years of EU support. We
also suggest a need for greater public awareness about the changes in
European regional policy and their implications for Ireland. 
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II. Why Regional Policy?

Different rates of economic progress (or decline) in particular
territories of national economies are not new phenomena.
Nevertheless, the concept of the ‘region’ as a meaningful entity in the
cause of furthering economic growth and sharing out the fruits of
material and social progress among people living in all parts of a
territory became increasingly relevant to public policy in the latter half
of the twentieth century (OECD 1970: 9). Attention to problems on a
regional scale is considered necessary due to negative factors such as
poor natural resources, unfavourable geographic location, deficient
infrastructures and economic decline. The need for a regional approach
may also arise from the outcomes of economic development – such as
the excessive geographical centralisation of economic activity,
pressure on land resources, demands for new services and, of course,
the widening of disparities between developing and undeveloped
regions. Apart from addressing the negative and positive outcomes of
change and development, regionalism can refer to new geographical
scales of public administration, whereby responsibility for some
functions is carried out at regional level (devolution). The latter should
not be confused with the spatial dispersal of national administrative
functions (decentralisation) or with the existence of regional offices for
the local administration of national policies. 

Regional development policies, if they are to be comprehensive,
should: 

1) not be confined to ‘lagging regions’ or to issues of core and
periphery – however basic this dichotomy may be to
regionalism;

2) recognise that economic changes across different types of
regions are to some extent interdependent; and 

3) exhibit different approaches within regions, reflecting not 
only variations in the broad socio-economic sense but also in 
their environmental, social and cultural contexts.

Patricia O’Hara and Patrick Commins
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Why Intervene?
There are two fundamental sets of reasons for regional development
interventions – socio-political and market-economic. Socio-political
measures are, for the most part, based on equity considerations.
Policies are formulated not primarily on the basis of market principles
but in accordance with social values which set standards that are
regarded as minimum requirements for levels of living in the
contemporary society. In the case of public services, for example,
equity relates to the provision of equal access, usually on the grounds
that many such services are basic needs or rights that people should not
be without, and that define social exclusion (NESC 1997: 211).
Exclusion is, of course, a social policy issue but can also have
geographical manifestations. To the extent that disparities in life
chances and living conditions are modified across regions, political
stability and social cohesion are preserved. A society’s value system
may also give rise to regional policies protective of environmental
assets and/or cultural heritage.

In the EU, every Member State has a policy for transferring resources
from prosperous to less prosperous regions, with the aim of creating or
re-establishing a ‘more balanced’ distribution of economic activities
and population over the national territory. The rationale for EU
regional policy is contained in the Treaty of Maastricht, Article 130a,
which states that “in particular the Community shall aim at reducing
disparities between the levels of development of the various regions
and the backwardness of the least favoured regions, including rural
areas”.

The market-economic approach to regional policy is based on ideas
about market failure and the need for greater economic efficiency in
allocating national resources. Market forces ‘fail’ in the sense that they
do not oblige businesses to carry the full social costs associated with
their locations. Firms, therefore, tend to locate in centres which will
continue to expand beyond the optimum size – economically and
socially. In essence, public authorities and citizens bear the costs of
urban congestion, pollution, deterioration of the environment, crime,
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etc. Thus, policies of selective intervention seek to overcome
identifiable market failures, and build on particular regional strengths.
Intervention is justified on the basis of making the market more
efficient, achieving a more socially desirable and economically
optimal distribution of economic activities, and thus an increase in
aggregate national welfare – beyond what would be attained if
locations were determined solely by markets (Keane, Ó Cinnéide and
Curtin, 1998: 7)1. 

III. Regional Policy: Shifts in Perspectives

Regional policy in European countries has evolved over time, with the
emphasis shifting in accordance with the emergence of different
theories about regional development, and as economies have become
internationalised and implicated in global markets (see e.g.
Artobolevsky 1997; Maillet 1997). Generally, the trend has been a shift
from policies which aim to redistribute activities or resources, through
external interventions, to those that attempt to stimulate regional
potentials and/or create specific resources (through, e.g., innovation).

Maillet (1997) specifies four ‘generations’ of regional policies
beginning in the 1960s. The first were essentially re-distributive and
exogenous, characterised by direct productive investment through
public enterprises, or public intervention in the capital of private
enterprises, and also through incentives to attract external investment.
When structural weaknesses in this approach became apparent – by the
1980s – a second generation of policies emerged. These aimed to
create a new dynamic from within regional production systems by
reconstituting the local economy and creating new products, processes,
services or institutions. Additionally, emphasis was placed on
establishing a favourable regional milieu to animate and support local
entrepreneurs – through encouraging innovation, providing support for
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financing, training, management and marketing, fostering
opportunities for networks and partnerships, and cooperation between
centres and local enterprises.

By the end of the 1980s, the globalisation of the world economy
accentuated the concern with competitiveness. 2 Globalisation forces
regional economies to compete with each other, thus intensifying the
need for innovativeness, efficiency and to gain comparative advantage.
In this context the ‘innovative milieu’ of a region assumes its full
importance. There is a new focus on non-material resources and on
invisible or intangible factors, including strategic planning, non-
material resources such as know-how and market information, public-
private partnerships, trust-based relationships and a degree of
consensus, information relating to markets and technology, training
and new financing channels (Maillet 1997: 17-18). This draws
attention to the qualitative dimension of regional development and the
link between successful regions and, for example, the existence of
innovative firms, a skilled labour force, flexible public agencies and
effective business networks.

Fourth generation regional policies, now taking shape, are based on a
newer awareness of the conditions needed to foster a desirable milieu
to support regional development in a modern services and knowledge-
based economy. Production and application of knowledge are seen as
crucial success factors in the global marketplace, and the growing
service sector is linked to marketing (e.g. advertising, distribution),
technology (e.g. research and development), management (e.g.
finance, insurance), networking (e.g. communications) and
information processing. Such a supportive milieu, it is argued, is based
on a certain critical mass which is best (or only) provided by an urban
network.3
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This thinking has clear connections with polycentric development
models in the European Spatial Development Perspective (ESDP). The
main objectives of the ESDP – a balanced and polycentric city system
and associated new urban rural partnerships; parity of access to
infrastructure and knowledge; sustainable development, prudent
management and protection of culture – are underpinned by a rationale
of economic competitiveness. In this context the region emerges as an
increasingly important focus for development across Europe, and cities
are seen as the driving forces of regional economic development
within an increasingly competition oriented space economy (see ESDP
1999) 

Storper (1995) has provided some useful insights on the characteristics
of a supportive milieu for economic development in the globalised
economy.
He argues that: 

• there is a resurgence of regional economies despite the
increased capacity to overcome the limitations of distance in
transport and communications; 

• this is because, in modern competitive conditions, ‘untraded
interdependencies’ are essential and, to a great extent, are
necessarily regionalised;

• these interdependencies consist of region-specific tangible
and, more often, intangible features of the regional economy
especially characteristics of the labour market, the
configuration of public institutions, frameworks for
collective action, ‘conventions’ or taken-for-granted
practices for developing and communicating useful
information (‘the learning economy’), and region- specific
assistance to firms; 

• regions are to be regarded not as passive recipients of
transfers, nor as expressions of the impact of external
locational forces but as a source of the dynamics of modern
production systems and thus as fundamental acting units in
contemporary capitalism; 

• the resurgence of regional economies is thus linked to – even
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stimulated by – globalisation trends, as regions become
locations for the coordination and specialisation of economic
activities, in pursuit of competitive advantage.

These ideas are reflected in the European Commission’s ‘regions of
knowledge’ research initiative (launched in August 2003) which
presents a vision of dynamic regions contributing to turning Europe
into ‘the most competitive knowledge-based economy in the world by
2010’ (see CORDIS, 2003).

Some Implications of the Evolution in Regional Policy Perspectives
Assuming the brief review above captures the relevant theoretical
thinking on regionalism in Europe, we may ask: what are the
implication for regional policy and development in the European
periphery?

Firstly, the concern with global competitiveness leads to the
‘economisation’ of regional policy. There is a tendency for the balance
to be shifted from ‘a socially-redistributive’ model and towards the
market-economic direction. Related to this is the changing role of the
state. As economies, through their ‘competitive regions’4 integrate into
the international marketplace, there is a shift from state intervention to
develop and maintain a range of basic economic activities and a greater
reliance on private provision. On this point NESC has noted, in
relation to public utilities (telecommunications, water, energy, waste
management etc), that there has been, in many countries, a gradual
movement towards the introduction of competition in place of
provision by state monopolies (NESC 1997: 152-154). The
consequences of this deregulation are generally not distributionally
neutral. Under state provision, service users in poorer regions do not
bear the full cost as there is cross-subsidisation by other users.
Competition is likely to bring changes more in line with costs, leaving
users in certain regions to face higher charges or the withdrawal (or
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features, prioritises international competitiveness over social development.
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non-provision in the first place) of uneconomic services. The spatially
uneven distribution of broadband telecommunications services in
Ireland is a case in point (see WDC 2002) 

Secondly, orthodox approaches to regional policy, based largely on the
provision of general public goods (typically physical infrastructure),
while necessary, cannot full deliver regional economic development.
Referring to experiences in France and Italy, Storper (1997) is
sceptical of any development strategy relying principally on the
transfer of funds which treats targeted regions as recipients rather than
drivers in the process of development. Outcomes will be limited unless
supports are more specific to regional circumstances, and seek to
mobilise autonomous capacities for collective action, foster the
untraded interdependencies and develop a milieu supportive of
regional economic development. In other words, competitiveness is
based less on static comparative advantages such as endowment of
natural resources and more on qualitative dynamic characteristics
(Moussis 1997).

Thirdly, there is a major dilemma for the EU which, as Richardson
(2000: 58) notes, is placed in the difficult position of competing as a
global trading power while seeking to simultaneously secure balanced
regional development across the disparate regions of Europe. As
globalisation calls for the building of an open market and a
competition-oriented spatial policy, economic and social cohesion may
not be the main priority. The logic of global competition requires the
continuing development of the prosperous core regions, and the
emphasis on polycentric development even at the major city level5.

Fourthly, a focus on the role of core regions and polycentric
development means a strong urban bias in which cities are the motors
of regional economic development6. However, the ESDP accepts the
need to discard the outdated separation of rural and urban and, instead,
to focus on functionally integrated regions in which urban areas and
their hinterlands constitute ‘partnerships’, with diverse relationships
and interdependencies (Richardson 2000: 62). For rural regions in
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particular, the importance of small and medium-sized towns is
recognized. These ideas are adopted in the Irish National Spatial
Strategy (2002).

We now turn to consider more specific trends and issues in the
application of regional policy in the EU.

IV. Evolution of EU Regional Policy

While the 1957 Treaty of Rome established the European Social Fund
(ESF) and the European Agricultural Guidance and Guarantee Fund –
Guidance Section (EAGGF), there were no clear Community
strategies for regional development. These began effectively in 1975
with the creation of the European Regional Development Fund
(ERDF) as a specific measure to address regional imbalances in the
Community. Since then, EU regional policy has evolved from a
relatively small scale funding instrument to a system of major national
transfers, operating as a significant EU policy in its own right
(Bachtler, Josserand and Michie 2003: 5).

It is clear from Table 1 that Community financial commitments to
regional policy have increased substantially over the past 30 years.
Moreover, this evolution of regional policy has been accompanied by
a co-ordination of Community policies, as well as a dovetailing of
Community and national regional policies through setting priorities at
European level and the formulation of Community-wide eligibility
criteria and operational programme guidelines. 

The real impetus for the ‘Europeanisation’ of regional policy came
with the ratification of the Single European Act of 1987 and the
prospect of the Single Market by 1992. Economic and Social Cohesion
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5 It may be worth noting here that the Irish National Spatial Strategy (DELG 2002)
recognises the need to enhance the competitiveness of the Greater Dublin Area so that it
continues to perform at the international level.
6 It is accepted here that ‘rural’ does not equate with ‘peripheral’.
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within the Community was seen as essential to the completion of the
Single Market and to the achievement of close economic integration
and political union, so that the term Cohesion Policy is now frequently
used instead of regional policy. An additional consideration was the
need to improve the efficiency of policies and administration and to
foster strategic approaches to regional development7. 

By the beginning of the new century the halving of the area eligible for
priority Objective 1 status led to a substantial reduction in EU regional
policy support to Ireland and to a reshaping of national policy, as we
shall see below.

In the following section we consider the impact of EU cohesion policy,
asking what has been achieved in Europe and especially in Ireland.
Firstly, we look briefly at the impact on Objective 1 regions in Europe
genenerally. Then we consider what has been achieved during the
period when Ireland was a single region up to 1999, focusing first on
the funding impact and then, briefly, on impact on practice.

The main phases in this evolution are set out in brief form in Table 1.
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Table 1 Evolution of Regional Policy Measures 

1975 – 1983 • ERDF grants to Member States to support
industrial investment and local infrastructure
projects 

• Eligible regions limited to those designated by
Member States under their own systems of
regional aids. 

1984 – 1987 • Ninefold increase in ERDF 
• 1984 reform of the ERDF-initiated Community

programmes, forerunners of present-day
Community Initiatives (e.g. STAR programme for
telecommunications). 

1988 – 1992 • Wide ranging reform of the three Structural Funds
(SFs) agreed in 1988, prompted by the accession
of Spain and Portugal – which intensified regional
disparities – and by the 1987 Single European Act 

• Change from individual project support to
financing wide-ranging multi-annual programmes 

• Doubling of SFs between 1987 and 1993 
• Support from SFs concentrated on five priority

Objectives (three of which had Community wide
application); Objective 1 – to promote
development and structural adjustment of lagging
regions 

• Eligible areas defined by Community-wide
criteria e.g. GDP per capita of 75% of the
Community average for Objective 1– all of
Ireland defined as Objective 1 

• Assisted areas account for 44% of the Community
population 

• Increase in the number of Community Initiatives,
which include INTERREG, NOW and LEADER. 
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1994 – 1999 • Major revision of SFs to broaden spatial coverage
(52% of EU population) and scope of the
measures 

• Six priority Objectives set out; changes to content
and range of measures - all of Ireland designated
Objective 1 

• Maastricht Treaty affirms economic and social
cohesion as one of the pillars of the Community;
Cohesion Fund established for allocation to
certain Member States including Ireland, to assist
environmental and transport projects. 

• Financing from Cohesion Fund and SFs results in
near doubling of commitments compared to
previous programming period. 

• Funding accounts for 34% of EU budget
compared to 46% for agriculture. 

• Simplification of programming procedures and
tighter monitoring and evaluation obligations. 

2000 – 2006 • Agenda 2000 Agreement led to reduction in the
number of priority Objectives to three (including
a merger of some previous Objectives). 

• Maintenance of resources at 0.45% of EU GDP
and same proportion of EU budget

• Spatial coverage reduced from 52% to 40% of EU
population 

• Introduction of phasing-out principle, i.e.
transitional status

• More decentralised implementation and tighter
monitoring and financial control 

• Continuation of Cohesion Fund but fewer
Community Initiatives 

• Pre-accession funding for Candidate Countries. 
• Ireland – Objective 1 area reduced to 47% of land

area of Ireland i.e. BMW region.8
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V. Impact of EU Cohesion Policy in 
Objective 1 Regions

Impact across Europe
The general effect of SF expenditure across Europe is regarded as
being very positive. A detailed study of the impact of the Funds on
Objective 1 regions during the 1994-99 period9 found that:

• Between 1994 and 1999 more than two thirds of SF
expenditure (i.e. €114 billon) was concentrated in Objective
I regions. About 41% of the total allocations went to
strengthening the productive environment (e.g.
modernisation of enterprises, research and technological
development or tourism), 30% was spent on infrastructure
development and some 25% on human resource
development. 

• The increase in GDP levels in Objective 1 regions ranged
from 1.4% to 4.7%. 

• 800,000 jobs (gross) were created, including 213,000 jobs in
Ireland. 

• Regional access was improved by constructing and
upgrading motorways and other roads. 

• Over 8 million people received training, improving the EU’s
stock of human capital 

As regards regional convergence, however, the Second Progress
Report on Economic and Social Cohesion states that while the
‘cohesion countries’ continue to show progress at national level,
disparities between regions have grown within member States (CEC
2003:8) The Report adds, that between 1995 and 2000, the spread of
regional incomes per head around the average, increased in Finland,
Sweden and Ireland. Regional disparities in unemployment rates
remain pronounced, especially in some Member States such as Italy.
Regions doing best in terms of employment are those with a relatively
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low share of employment in agriculture, a high level of employment in
the services sector, a highly qualified population of working age, and
high income levels (CEC 2003:11).

Impact on Ireland: Funding
Ireland has been a major beneficiary of EU regional policy for the past
30 years but particularly since the reform of the Structural Funds in the
late 1980s. Details of expenditure under the Structural and Cohesion
Funds covering the two programming periods 1989-1993 and 1994-
1999, as well as details of commitments under the current National
Development Plan 2000-2006 (NDP ) are set out in Table 2.

Table 2 Structural Funds Programmes in Ireland 

1989- 1994-1999 Total 2000-
1993 1999 1989- 2006

1999
€ million

National Development 
Plan (Total) 12,275 16,800 29,075 57,111

(of which) Co-financed 
Investment 8,339 10,383 18,722 7,680

(of which) Structural/
Cohesion Funds 3,672 6,921 10,593 3,739

Co-financed as % 
of Total 67.93 61.80 64.39 13.45

Structural/Cohesion 
Funds as % of Total 29.91% 41.20% 36.43% 6.55%

Source: Bennett and Collins (2003).

Between 1989 and 1999 Ireland received €10.6bn in Structural and
Cohesion funding and can expect to receive a further €3.7bn from the
current programme (EU co-financed part of the NDP) by the end of
2006. 
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These monies are considered to have been spent wisely in Ireland
which, on the basis of the SF’s contribution to the performance of the
economy during the 1990s, was singled out as an example of ‘good
practice’ by the EU Commission in the Second Cohesion Report (CEC
2001). The ESRI has estimated that the cumulative impact of co-
financed investment under the two National Development Plans 1989-
99 was to raise Ireland’s GNP level by two percentage points and that
the employment impact was also very positive. The overall outcome,
of course, was that during the rapid economic growth in the 1990s, as
a single region Ireland exceeded the threshold for Objective 1
designation. 

However, these Structural Funds Programmes had little impact in
reducing regional divergences within Ireland, relative to either the EU
or the state average; in fact such divergences appear to have increased.
By the mid-1990s, it was very evident that despite the pattern of
economic growth, regional imbalances persisted and were growing in
relative terms. Gross Value Added (GVA) per person in the BMW
region, when measured against the EU average, was 31 percentage
points below the S&E region in 1995, but the gap had widened to 42.9
points by 1999. When measured against the state average, the
divergence in GVA per person between the BMW and S&E regions in
1995 was 33.7 points. By 1999 this had widened to 38.3. The BMW
region contributed 19% of the national total GVA in 1999 while the
S&E contributed 81%. Clearly there are substantial differences
between the two regions in their basic capacity to contribute to, and
benefit from, economic growth.

For the current programming period 2000-2006, there are two
important points evident from Table 2 above: firstly, the drop in the
amount of EU co-financed funding for the current seven year funding
period (due largely to the loss of Objective 1 status for the S&E
region), and secondly, the sharp drop in the share of Structural and
Cohesion Fund co-financing in the current NDP. By and large the main
source of funding for achieving balanced regional development in
Ireland is now the national exchequer. We return to this issue below,
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but first turn briefly to some of the impact of EU cohesion policy on
regional development practice.

Impact on Ireland: Development Practice
Apart from money transfers from Europe, Structural Funding can also
be said to have a number of other positive impacts which are
associated with the way in which EU-funded programmes are designed
and delivered.

• The EU requirement for multi-annual programmes with
quantifiable targets drawn up and managed in partnership
with national governments and regional and local authorities
has given a much more strategic focus and coherence to
national and, (since 1999), regional planning. A key
objective of the NDP is ‘balanced regional development’ and
the National Spatial Strategy has set out a twenty-year
strategic framework by which this might be realised (see
O’Hara, 2002).

• EU requirements regarding programme design,
accountability, monitoring and evaluation have underpinned
an ongoing process of improvement in public administration,
including the provision of better quality data to allow
measurement of the impact and outcomes of policy
measures.

• Structural funding has been able to stimulate or ‘lever’ other
funding sources both public and private.

• The EU emphasis on devolution and the insistence on the
involvement of regional and local authorities has led to the
creation of regional structures such as Regional Authorities
(1989-93) and the BMW and S&E Assemblies (2000-2006)
to oversee the operational programmes, but public
administration in Ireland remains quite centralised and
regional bodies have very limited powers.

• The emphasis on partnership and consultation has drawn a
range of interests into the policy-making process at regional
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level, and stimulated a general move to greater coherence
and avoidance of duplication in practice.

• Community Initiatives such as LEADER, INTERREG,
EQUAL and URBAN have supported ‘bottom up’
development initiatives, stimulated social and economic
innovation, facilitated local and international networking and
generally had an empowering effect on target communities.

• The requirement to promote gender equality and sustainable
development has meant that equality and environmental
policy principles are incorporated into programme planning
and evaluation.

It is clear that EU cohesion policy has brought substantial benefits to
Ireland, both in helping to finance key investment programmes
(particularly in human resources, and the productive environment
sectors) and in promoting strategic and innovative approaches to a
range of issues, as well as in the design and delivery of programmes.
However, the economic performance of Ireland as a single region
masks very significant and apparently widening disparities between
the two NUTS II regions and within them (e.g. see WDC 2001). The
designation of the BMW region as Objective 1 in the current
programming period represents a chance to address these. The current
NDP contains four inter-regional operational programmes and a
regional operational programme for the BMW and S&E regions. These
operational programmes provide for expenditure on regional
infrastructure, the productive sectors and social exclusion as well as
the establishment of regional assemblies for each region to be the
managing authorities for the regional programmes. 

In the next section, we summarise features of the BMW region and ask
whether Objective 1 status is benefiting the region. The focus is on the
following areas: support to industry; research and innovation; tourism;
transport and telecommunications infrastructure, and regional aids.
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VI. Is Objective 1 Status Benefiting the 
BMW Region?

The BMW Region is sparsely populated and essentially rural in
character, with only 32% of its population living in towns or cities of
more than 1,500 people (the national average is 58%). It has a high
dependence on agriculture, low population density, weak urban
structure and low human resource and knowledge base due to a
persistent brain drain and associated limited research and innovation
capacity. The key regional indicators set out in Table 3 below illustrate
this.

Table 3 Regional Indicators for EU, Ireland 
and NUTS II Regions

Indicator EU(15) Ireland S&E BMW

Employment in 
agriculture, 2001 (%) 4.1 7.0 5.3 12.0

Population density, 
2000 (persons per km2 ) 118.7 54.1 75.6 30.1

Patent applications 
per million inhabitants 
(average 1998-2000) 140.1 70.8 80.8 42.1

Educational status 
(persons aged 25-29 with 
low educational 
attainment), 2001 (%) 34.2 38.5 36.0 46.2

Source: Second Progress Report on Economic and Social Cohesion, European
Commission, January 2003

While there are relatively high dependencies on natural resource based
productive sectors such as agriculture, the marine and forestry,
opportunities for growth are limited. However, there is considerable
potential for tourism development (see WDC 2000). In addition, the
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BMW region has a weak industrial structure characterised by a
concentration in traditional, low value-added sectors. Net output per
employee in the BMW region in 2000 was just 57% of the national
average. Employment in IDA10 assisted companies declined by 5% in
2002. There has been a decline in employment in companies assisted
by Enterprise Ireland (indigenous) since 2001 of 1,234 (3%)11. 

While children raised in the BMW region have high levels of
educational attainment, many move from the region, leaving a major
human resource gap. The region’s research and technology capacity is
weak and has a limited capability to attract research funding or
‘knowledge-based’ industries. Many of the indigenous firms are based
in the traditional manufacturing sectors such as natural resources,
food, engineering etc, and are not as research intensive as firms in
other sectors.12 

As a result of decades of under-investment in the BMW region, there
are weaknesses in transport, telecommunications and energy
infrastructure that are now major inhibitors of development. The IDA,
Enterprise Ireland and other agencies strongly link the difficulty of
attracting inward investment, the poor performance of industry and of
growing ‘high potential’ start-up businesses to the serious
infrastructure deficit.

For the BMW region, there are two main potential benefits to
Objective 1 status. The most obvious is the flow of extra funding to the
region but also very significant is the fact that Objective 1 status allows
the payment of higher levels of state aid13. In practice this means that
the state can discriminate positively in favour of the region by
providing higher levels of, e.g., grant aid or tax advantages to make
investment more attractive. 
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10 Industrial Development Authority which operates incentive programmes for foreign direct
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aid or giving of financial advantage and arises mainly from provisions in the NDP 2000-2006.
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Making any real assessment of the benefits of Objective 1 status is
extremely difficult at this time. The mid-term evaluation of the NDP
and the Community Support Framework 2000-2006 (CSF)14 is due for
completion at the end of October 2003, and, at the time of writing
(mid-September), none of the evaluations of individual Operational
Programmes is available. In any case, given the relatively low share of
NDP funding accounted for by the CSF, disentangling the impact of
EU and Irish Exchequer funding is well beyond the scope of this paper.
What is clear from the discussion above is that the development gap
between the two regions is considerable, and that the BMW region
faces a very particular set of development challenges. Notwithstanding
these difficulties, by drawing on reports to the various Monitoring
Committees, it is possible make some provisional assessment of
impact so far, by examining regional expenditure in key priority areas
in the first three years of the operation of the NDP/CSF, i.e. 2000-
2002.

Strengthening industry
Expenditure on support to industry in the BMW region had reached
just 41% of projected target by the end of 2002. 

• Programme spend on support to indigenous industry in the
BMW region was just 47% of forecast whereas the S&E
region had a spend of 85% of forecast. 

• Support to foreign direct investment in the BMW region was
just 15% of forecast, compared to 55% in S&E region. 

• The NDP target for 2006 is that 50% of all IDA supported
‘greenfield’ jobs in Ireland will be located within the BMW
region. In 1999, approximately 25% of all new greenfield
jobs went to the BMW region and in 2000 the BMW share
rose to 36%. In 2001 the share rose further – to 42%, and in
2002 it remained static at 42% (see Clohessy 2003). 
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While it is likely that these disappointing results may in part be
explained by lower demand, the performance to date suggests a need
to re-evaluate the support programme and especially the criteria used
for approving projects in the BMW region. 

Addressing the knowledge deficit – supporting RTDI
Support to the RTDI (Research, Technological Development and
Innovation) measure in the NDP is distributed across seven sub-
measures. It is designed to stimulate research activity and enhance
innovation capacity. The regional economic imbalances that exist can
be countered by developing the RTDI outlooks of industry and
institutions and by fostering linkages between them to commercialise
research knowledge. 

Table 4 RTDI Priority Expenditure 2000-2002

RTDI Measure BMW Region S&E Region

% of €m % of €m 
forecast forecast

Total RTDI 22 84.4 65 413.9

Education 33 21.6 76 130.9

Industries 12 33.9 33 228.8

Agriculture 42 4.3 134 20.3

Food 12 0.8 120 14.1

Marine 101 22.0 82 10.1

Forestry 1 0.3 100 3.1 

Environment 50 1.8 52 6.5

Table 4 above includes some detail on the level of spend across each
of the measures by region. With the exception of the Marine measure,
the forecasted spend under each in the BMW region is extremely low
and on only one measure, the Environment, reaches 50% of the
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allocation for the period. Apart from the Marine, the programme spend
has been much higher in the S&E region. Overall, NDP expenditure
for 2000-2002 on RTDI in the BMW region is only 22% of forecast,
compared to 65% for the S&E region. 

Expenditure on research and development is essential in building
future capabilities. In the light of the weak positioning of industry in
the BMW region, lack of engagement in significant R&D activity
points to weaknesses regarding both the R&D outlook of firms and
their capacity to innovate.

Supporting tourism 
With the exception of angling projects, there has been no NDP
expenditure on tourism in the BMW region. The existing Tourism
Measure appears inappropriate to the tourism needs of a
predominantly rural region. The emphasis is on funding large-scale
visitor attractions and networks of attractions through encouraging
clustering among providers. It would seem more appropriate to
encourage projects that are scaled appropriately to the areas in which
they are proposed and that encourage the dispersal of tourists within
the region.

Investing in transport infrastructure 
The provision of economic and social infrastructure is essential to
achieving balanced regional development. This may be necessary
ahead of demand – as acknowledged in the NSS – in order to make
lagging regions more competitive. Poor performance of the productive
sectors in the BMW region is strongly linked to the serious
infrastructure deficit. The development agencies (IDA, EI, Shannon
Development and Údarás na Gaeltachta) point out that the poor quality
of much of the economic and social infrastructure within the BMW
Region reduces greatly the attractiveness of the region to investors.
Inadequate transport infrastructure, which makes access to
destinations in the region difficult and inefficient, is a key issue. 
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NDP expenditure on the national roads programme to the end of 2002
reached only 69% of budget in the BMW region, but was 138% of
budget in the S&E region. The majority of expenditure on road
projects to date has gone to national primary roads in the Dublin area
and the Major Inter-Urban (MIU) routes, most of which are outside the
region. An evaluation of progress and management of investment in
roads under the NDP (Fitzpatrick Associates 2002) found that, to the
end of 2001, only a quarter of the 53 major BMW projects on national
primary roads were in the construction or completion phases. 

Enabling the rollout of advanced 
telecommunications infrastructure
The NDP measure which assists the provision of advanced
communications, digital and e-commerce infrastructure and services,
was allocated a total co-financed public expenditure of over €141
million (including ERDF funding of over €46 million) with the aim of
ensuring that the benefits of the emerging new economy are evenly
spread across regions. It is recognised that public support is essential
to fill the gaps in telecommunications infrastructure and services, and
funding is intended to stimulate investment in, and accelerate the
development of cost competitive, broadband telecommunications
infrastructure and services. 

Under the first round of NDP funding, allocated in January 2001,
projects in the BMW region were awarded grants totalling €55 million.
However, only €21m had been expended by end 2002, which is just
15% of forecast. Much of the delay is due to a global slowdown in
telecommunications investment which has led to the closure of some
companies and major contractions in the investment programmes of
those who survive. Regulatory difficulties have also delayed rollout.
The net effect is that many parts of the BMW Region do not have
access to broadband services.

From this brief review of expenditure in key areas over the first three
years of the NDP, it is clear that the rate of expenditure on measures
aimed at addressing key sectors in the BMW region is very
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considerably under target. The reasons for this may range from the
unsuitability of the measures themselves, lack of absorptive capacity in
the region for the measures available, administrative delays and other
unanticipated factors. For the most part, the measures were conceived
nationally and operate in the same way in both the regions except that
in some instances higher grant aids are available in the BMW (see
section that follows). This indicates a kind of ‘functional regionalism’
by which policies are conceived nationally and delivered regionally,
having regard to broad objectives of ‘balanced regional development’
but with insufficient regard to the particularities of the socio-economic
circumstances of regions themselves, not to mention intra-regional
difference which we have not dealt with here, but which are very
considerable. In western counties, for instance, the development
problem associated with congestion and rapid urbanisation being
experienced by Galway is distinctly different from those counties
made up of mainly small centres and predominantly rural economies
(see e.g. WDC 2001).

State aid levels
As pointed out above, Objective 1 regions are permitted preferential
levels of state aids according to EU competition rules. In practice this
has meant that state aid, whether part of the NDP or otherwise, can be
higher in the BMW region. For instance, grant aid for industrial
investment can range from 40% to 55% for small and medium-sized
enterprises in the BMW compared to 20-40% (depending on location)
in the S&E. The maximum grant available under Enterprise Ireland’s
recently launched Competitiveness Fund is 45% in the BMW
compared to a maximum of 35% in the S&E (and 25% in Dublin).
Eligibility thresholds are also lower in the BMW region. 

Depending on circumstances, state aid of up to 75% of cost is
permitted. However, this level may not be available in practice. In the
case of non-EU co-funded support, there will be an inevitable tendency
to keep state aid levels as low as possible, thus diminishing the
stimulus for investment in poorly endowed regions, where matching
funds may not be easily available. On the basis of the wide disparities
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set out above, it would appear that the differential between regions
would need to be much wider than at present to offset the considerable
handicaps that must overcome in lagging regions.

VI. The Future – Issues for EU Cohesion 
Policy Post 2006

The next phase of EU cohesion policy will not commence until 2007
but it will be dominated by the enlargement of the Union. The addition
of ten new Member States will present an unprecedented challenge for
the competitiveness and internal cohesion of the Union. The gap in
GDP per capita between the 10% of the population living in the most
prosperous regions and the 10% living in the least prosperous regions
will more than double that in the existing EU1515 (CEC, 2003:2).

The population of the new Union will increase by 28% and the surface
area by 23%, while aggregate GDP will rise by only 4-5%.
Importantly, average per capita GDP will decline by around 13%. GDP
per capital in the new Member States is around 39% of the EU average
so that these countries present a huge ‘cohesion challenge to the
Union. Because of general economic growth and the ‘statistical effect’
of the fall in average GDP, Ireland will rank among the richest member
States of the new Union. Strong growth in Ireland in 2001 pushed GDP
per capita to 118% of the EU15 average – having been at only 64% in
1988. 

At this point following the publication of a series of reports, briefings
from officials, and the outcome of recent EU Council meetings (see
Bennett and Collins 2003), there appears to be broad agreement on the
following issues.

• Economic and Social Cohesion will remain as one of the
pillars of the Union but its objectives may be redefined. Re-
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nationalisation of Cohesion Policy (i.e. that regional policy,
apart from Objective 1 regions be the responsibility of each
Member State), as suggested by some Member States, does
not have widespread support. As opposed to a simple
budgetary transfer to lagging regions, the principle of
cohesion has been shown to assist convergence and to
support political integration. Cohesion Policy is also seen as
an effective means of underpinning EU ‘horizontal policies’
regarding equality of opportunity, environmental
sustainability, the information society etc. It is also seen as an
important means of promoting new forms of governance in
Member States that are based on principles of partnership
and subsidiarity. 

• There is broad consensus on the need to concentrate funding
on the least developed regions because of the wide disparities
in the enlarged Union, and because these regions have the
most urgent needs in physical and human capital and
infrastructure, and will comprise about one quarter of the
population of the EU25.

• The threshold of 0.75% of GDP per capita will remain as the
criterion of eligibility for Objective 1 status. The BMW
region will therefore no longer qualify on economic growth
grounds. But about 5% of the EU population will be in
Objective 1 regions that lose eligibility due to the ‘statistical
effect’ (of the fall in average EU GDP) and these regions will
need a fair solution to support their efforts to converge. For
regions (such as BMW) no longer eligible because of
economic growth, there is a commitment to finding
appropriate arrangements to sustain their growth momentum. 

• The question of whether there should be actions outside of
Objective 1 regions has been subject to considerable debate.
In some Member States, there is concern about the budgetary
impact of such actions, and whether re-nationalisation is a
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better option. This perspective is linked to the view that
responsibility for addressing regional disparities lies
primarily with Member States, especially in the case of those
relatively rich members. At the time of writing, a clear
majority appear to be in favour of thematic rather than
geographical targeting for such regions which can respond to
economic issues associated with regional and urban
restructuring. Suggested themes include innovation,
employment, the knowledge society, sustainable devel-
opment, urban problems, improvement of competitiveness
and social cohesion. There is also agreement that cross-
border and trans-national co-operation should continue but
that there is a need to simplify the implementation
procedures.

• A key issue concerns the division of responsibilities between
Member States and the EU Commission. There is a clear
need for simplification of procedures and a strong view from
many quarters that there needs to be more
decentralisation/devolution (see, for example, Committee of
the Regions – Leipzig Declaration, May 2003). Issues which
arise in this context include how to resolve the tension
involved in giving Member States more control while the
Commission has responsibility for the execution of the
budget (Article 274 of the Treaty); the nature of the
agreements with Member States and the parties involved;
and whether allocations should be linked to results. 

• There is no agreement as yet on the budget for Cohesion
Policy, but it is likely that the current budget of 0.45% of
Union GDP would be considered a minimum and that two-
third of the budget will continue to go to Objective 1 regions.

• Finally, a number of other policy areas are relevant to
regional development – competition policy regarding state
aids for regional development, research transport, and RTDI
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policy and the Common Agricultural Policy which accounted
for more than twice the amount of Structural Funding to
Ireland in 2002. The recently agreed CAP reforms will make
more funding available for rural development and the
measures involved could make a significant contribution to
cohesion. But it is unlikely that the two funding mechanisms
for rural development under the CAP (Guarantee and
Guidance sections of CAP) will be merged into one Rural
Development Fund. Despite the progress made in giving the
CAP a territorial dimension (e.g. through the less favoured
areas measures) and the rhetoric about rural development as
the CAP’s so-called second pillar, Community rural
development policy is still largely orientated to agricultural
restructuring, divorced from regional development.

VII. Issues for Ireland

During 30 years of European regional/cohesion policy, Ireland has
benefited from substantial transfers of resources and is considered to
have used them effectively to accelerate national development.
However, the impressive performance of the Irish economy was
accompanied by widening disparities between the two NUTS II
regions during the 1990s. The period 2000-2006 has seen a substantial
fall in SF transfers to Ireland. This has meant an effective re-
nationalisation of Irish regional policy whereby Structural/Cohesion
Funds are projected to account for less than 10% of the NDP budget.
While the balance may differ in practice, of course, as targets for
exchequer spending may not be achieved, the bulk of expenditure
directed to achieving ‘balanced regional development’ will come from
the national exchequer. 

Moving towards more balanced regional development essentially
means altering the spatial distribution of economic growth and
development. Apart from reducing regional disparities, development
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of lagging regions can alter the spatial distribution of growth away
from congested areas and thus lessen the economic costs associated
with capacity constraints. These costs include increased travel times
and traffic congestion, high prices for housing and other services, and
skills shortages. As we have shown in this paper, there is little progress
towards convergence; in fact the evidence of NDP expenditure to date
suggests that the BMW is making little, if any, progress and may not
have sufficient capacity to benefit from NDP programmes as they are
currently constituted. On the basis of the limited progress in the first
three years, it may be that Objective 1 status will eventually make little
impact on the BMW region. 

All of this points to the necessity for adjustments to regional policy in
the light of the results of the NDP Mid-Term Review. More
fundamentally, it is clear that Ireland cannot expect the EU to solve its
regional problems. There is a need to begin work now on a
reformulation of Irish regional policy for the post-2006 period which
can give effect to the broad strategy set out in the National Spatial
Strategy, and articulate a clear set of actions for different regions. A
new national regional policy should be based on the lessons learned
from monitoring and evaluation and on a clear understanding of what
works and what does not. 

From a European perspective, there are several key issues for Ireland. 

• Loss of Objective 1 status
The BMW region will lose Objective 1 status after 2006 and
it is not clear as to what, if any, ‘phasing out’ arrangements
will be put in place. There may be special transitional
arrangements, but it appears more likely that cohesion policy
for regions outside of Objective 1 (i.e. Objective 2) will
apply. It is important to ensure that the concerns of regions
like the BMW can benefit from whatever thematic priorities
are agreed.

• Implications for state aids
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The loss of Objective 1 status could have a major impact in
terms of Regional State Aid Regulations if this meant a loss
of comparative advantage in the levels of aid payable in the
BMW region (and in some parts of the S&E). Even at present
levels, the difficulties of attracting investment are
considerable and it would appear that the differential
between regions would need to be much wider than at
present to offset the infrastructure and other handicaps which
beset the region.

• Linking regional and rural development
Given the rural nature of Ireland’s lagging regions, it is
desirable that there be much more congruence between the
rural development ‘pillar’ of the CAP and regional policy.
Even if the detachment between cohesion and rural
development policy persists in Europe, there is a strong
argument for a more coherent approach at national level. It is
also important to build on the momentum created by EU
support for endogenous or ‘bottom up’ development in rural
areas (e.g. LEADER) with appropriate national programmes.

• Preserving what has been gained
We outlined earlier many of the positive outcomes of EU
cohesion policy for development practice and it is important
that these be preserved and mainstreamed into practice.
These include good governance (e.g. improved
administrative practices, monitoring and evaluation,
partnership structures), multi-annual programmes and
innovative actions. But there are also many less tangible
benefits associated with EU support for concepts like
locally-based development and cross-national alliances
which create networks of development knowledge and
promote social inclusion, particularly in the context of
locally-based-development. Continued links to European
cohesion policy will be important in ensuring that these
practices as well as horizontal commitments to social
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inclusion, equality and environmental sustainability continue
to be valued.

• Stimulating public debate
There has been relatively little public debate about the issues
discussed in this paper. We are now facing into a period of
intensive activity regarding EU cohesion policy: the IGC on
a new Constitution will begin in October; the CSF Mid-
Term Evaluations should be completed by the end of 2003;
the Third Cohesion Report which will contain proposals for
cohesion policy from 2007 will be published in December;
and Ireland will take over the Presidency of the EU in
January 2004. The ramifications of loss of Objective 1
Structural Funds, a more restrictive state aids regime and
major restructuring of the CAP on Irish regions present
considerable challenges for Ireland. It is desirable that
debates about the future of regional policy be at least as
vigorous as those which preceded the current programme.

Ireland and the Future of Europe: A Regional Perspective

60 Ireland and the Future of Europe

Patricia O'Hara & Pat Commins  25/09/03  12:45 pm  Page 60



Acknowledgement

The authors would like to thank staff of the Western Development
Commission and John Callaghan for their assistance in the preparation
of this paper. 

Patricia O’Hara and Patrick Commins

61Leading the way towards inclusion?

Patricia O'Hara & Pat Commins  25/09/03  12:45 pm  Page 61



References

Artobolevskiy, S.S (1997) Regional Policy in Europe, Jessica
Kingsley, London

Bachtler, J, Josserand, F and Michne, R. (2003) EU Enlargement and
the Reform of the Structural Funds: The Implications for Scotland,
University of Sterling, Scotland

Bennett, J and Collins, R. (2003) The Future of European Regional
Policy – A Place for Ireland and its Regions, Brussels: Irish Regions
Office and NASC.

Clohessy, D (2003) Presentation to the Joint Committee on European
Affairs, Dublin: IDA.

Commission of the European Communities (CEC) (2003) Second
Progress Report on Economic and Social Cohesion, Brussels 

CORDIS focus (Community research and Development Information
Service) July 31, 2003.

Commission of the European Communities (CEC) (2001) Second
Cohesion Report, Brussels.

Commission of the European Communities (1999) European Spatial
Development Perspective, CEC Brussels.

Department of Environment and Local Government (2002) National
Spatial Strategy, Government Publications, Dublin.

Fitzpatrick Associates (2002) Evaluation of Investment in the Road
Network, NDP/CSF Evaluation Unit, Dublin.
Hall, R, (2003) The Future of EU Regional Policy, Paper to
Conference Reinventing Regions in the Global Economy, Italy.

Ireland and the Future of Europe: A Regional Perspective

62 Ireland and the Future of Europe

Patricia O'Hara & Pat Commins  25/09/03  12:45 pm  Page 62



Kane, M J, Ó Cinneíde, M S and Curtin C (1998) Undertaking
Regional and Local Planning, Research Report No.8, Social Services
Research Centre, NUI Galway

Kirby, P. (2002) The Celtic Tiger in Distress – Growth with Inequality
in Ireland, Palgrave, Basingstoke, Hampshire.

Maillet, D (1997) ‘Innovative milieux and new generations of regional
policies’, in Competitiveness, Innovation and Regional Development
in Ireland, D.McCafferty and J. Walsh (eds), Regional Studies
Association (Irish Branch) Dublin.

Moussis, N (1997) Handbook of European Union Institutions and
Policies European Study Service, Rixensart. 

National Economic and Social Council (NESC) (1997) Population,
Distribution and Economic Development: Trends and Policy
Implications, NESC No 102, Dublin. 

O’Hara, P (2002) ‘Social partnership and regional development’ in
Reynolds, S. and Healy, S (eds.) Choosing a Fairer Future, CORI
Justice Commission, Dublin.

OECD (1970) The Regional Factor in Economic Development OECD,
Paris.

Richardson, T (2002) ‘Discourses of rurality in EU spatial policy’ The
European Spatial Development Perspective, Sociologia Ruralis 41 (1)
53-71.

Storper, M (1995) ‘The resurgence of regional economies, ten years
later’, European Urban and Regional Studies 2 (3) 191-221

Western Development Commission (2002) Update on
Telecommunications in the Western Region, Ballaghaderreen. 
Western Development Commission (2001) The State of the West:

Patricia O’Hara and Patrick Commins

63Leading the way towards inclusion?

Patricia O'Hara & Pat Commins  25/09/03  12:45 pm  Page 63



Recent Trends and Future Prospects, Ballaghaderreen. 

Western Development Commission (2000) Blueprint for Tourism
Development in the West: An Action Plan for Rural Areas,
Ballaghaderreen.

Ireland and the Future of Europe: A Regional Perspective

64 Ireland and the Future of Europe

Patricia O'Hara & Pat Commins  25/09/03  12:45 pm  Page 64



5
Ireland and the Future of Europe - 

A Social Perspective

Sean Healy and Brigid Reynolds

Social considerations constitute an essential part of European integration.
The EU cannot be a credible force for good in the wider world if it is

indifferent to questions of social justice and poverty in European society or
to how its citizens are treated at work and in retirement.1

Looking at the present context

Many of the major issues confronting the leaders and peoples of
Europe at this time are in the social sphere. The terms of the social
contract are constantly contested. The rich grow richer while poverty
and social exclusion are the lived experience of a substantial
proportion of the Union’s population. Equality of opportunity, not to
mention equality of outcome, remains an ideal to be achieved in some
spheres. Public services are inadequate. Social provision is in decline
and, increasingly, not seen as a responsibility of the State. Government
decisions and policies seem intent on strengthening these divisions
while Government rhetoric claims to be achieving the opposite. There
are many other issues of major concern in areas such as peace, the
environment, security, trade and our relationship with the poorer
countries of the world. This chapter, however, confines its focus to the
social aspects of the future of Europe. 

Despite recent ill-tempered and ill-informed attacks on the European
social model, principally by American commentators2, we believe that
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Europe has much to offer in the process of building and developing a
Union that promotes right relationships so that human rights are
respected, human dignity is protected, human development is
facilitated and the environment is respected and protected. That is our
understanding of a just society. Listening to some analysts one would
be led to believe that the American approach is much more successful
and that the USA is a country that has come near achieving this vision.
The facts do not support these assertions. Rather it is a country with
some severe economic and social problems and a political system that
moves ever further away from the ideals of democracy. Europe has the
potential to provide leadership in this area. 

In this chapter we look at the European and the Irish context today. We
then move on to address the future and propose four initiatives we
believe would have a major impact in building a Union that moved
steadily towards the ideal of a just society articulated earlier in this
paragraph.

The European Context

The European Union is facing major challenges as well as having huge
opportunities in the new reality of 25 member states. Two simple facts
serve to illustrate this point. Expansion to a Union of 25 member states
means a population increase in the Union of 28 per cent while its
average income is reduced by 18 per cent. This chapter raises issues
about the social development of Europe and makes suggestions
concerning what Ireland could do in this context in the period
immediately ahead.

The social dimension has always been a part of the European Union
since its inception. The Treaty of 1957 included a chapter on social
policy. This Treaty identified both economic and social progress and
the continual improvement of lives and labour environments as
essential goals of the EEC. In the years that followed the first Treaty
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there were some developments in this field most of which were related
to people in employment. With the exception of France, however, in
practice the other five member states believed that European
involvement in the social dimension should be limited to establishing
only the basic conditions of free movement of labour and
harmonisation of social security rights. This may be explained in part
at least by the fact that the six member states of the EEC were, during
this period, expanding their approaches to welfare provision from
targeted policies for the poor and the needy towards more universal
schemes. At a European level they focused primarily on the free
movement of labour, on equal pay for men and women, on common
social security for migrant workers and on developing the European
Social Charter. 

In the period from 1974 to 1983 the EC member states (expanded to 9
members with the accession of Ireland, the UK and Denmark in 1973
and reaching 10 members with the accession of Greece in 1981) faced
a very difficult economic situation. (If one were looking at Ireland
alone this period extended for several years after 1983.) Social conflict
and crisis management at national level accompanied international
recessions. The European Commission continued to promote the social
dimension of the labour sphere. Their main focus in this period was on
the protection of workers’ rights, on equal treatment of men and
women and on protection and safety at work. . Several directives were
adopted in areas such as labour law and occupational safety and health.
It is important to note, however, that the aim of harmonisation
encountered strong opposition from the three member states that
joined in 1973. Denmark and the UK in particular became outspoken
opponents of every form of European legislation that could be seen as
challenging national autonomy in social policy. 

In the decade that followed, unemployment remained high in most
European countries despite economic recovery. Most continental
welfare states dealt with this by lowering the effective retirement age
and by allowing substantial increases in the numbers of people who
were recognised as being either on temporary or permanent sick leave.3
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The main focus of the European project at this point was the
development of the single market. This was not just focused on
strengthening internal economic development. It was also aimed at
ensuring external economic assertiveness vis a vis the thriving
Japanese and American economies. It was definitely not a social
project. 

The Single European Act (1986) accepted the two principles of
subsidiarity and proportionality. These stipulated that action should be
taken at the most appropriate level i.e. that the Community should act
only where it was necessary or more effective than action at the level
of the member states. They also stipulated that action should be as
limited as possible and allow as much flexibility as possible. 

Despite the best endeavours of Jacques Delors as President of the
Commission the social agenda was not given equal status with the
economic agenda. In 1992 for example, while two texts were adopted
- on minimum protection and social protection - they were given the
status of Council Recommendations i.e. the softest end of the legal
spectrum. 

In the Maastricht Treaty (1992) a protocol on social policy was
included. This was binding for eleven member states only as the UK
refused to accept it. In many ways this was a defining moment as it
marked the first step towards greater differentiation in European social
policy development. Eleven members could have co-ordination that
was acceptable to all twelve member states. Through qualified
majority these eleven could agree binding minimum standards
concerning labour conditions, consultation of employees and equal
opportunities for men and women. The same protocol saw progress on
recognition of the dialogue between social partners (only employers
and trade unions are recognised as social partners in the European
context).
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Since 1992 there has been an ongoing emphasis on EU interventions
being complementary to national actions in the area of social
exclusion. The principal emphasis has been on financing national
programmes through the Structural Funds and especially through the
European Social Fund. 

The Amsterdam Treaty (1997) included a new title on employment co-
ordination as well as a revised Social Chapter. These developments
created a new environment and new prospects for social protection.
This led to the adoption of the Open Method of Coordination (OMC)
in national systems for the promotion of social inclusion.

The Nice Treaty (2001) was accompanied by a political declaration
establishing the Charter of Fundamental Rights. This charter
incorporated the protection of fundamental rights and social rights and
recognised their indivisibility and their universal character. The charter
had no binding effect, however. Proponents claimed that it had a
significant impact on the protection of social rights. EU authorities are
obliged to respect the provisions of the Charter in developing
European social policy. The European Court of Justice has made use of
the social rights provisions of this charter as an interpretation
instrument.

The adoption of this charter did mark a step towards the recognition
and protection of social, economic and cultural rights. However, it left
a great deal to be desired both in terms of the rights not included and
in its status. These developments were aimed at expanding and
strengthening EU social policy while at the same time respecting the
principle of subsidiarity.

At the end of the day, however, it is clear that the economic dimensions
of the European project have been dominant over the four and a half
decades of the Union’s life. It is in this area that clear targets have been
set and strict compliance procedures have been adopted and put in
place. The social and the cultural dimensions have been given far less
emphasis. They have been marked by aspiration and rhetoric rather
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than by implementation and delivery. This has produced an unbalanced
situation in which many of the interests of the vast majority of
Europeans have been given less protection than the interests of an
economic elite which has benefited enormously as a result.

The draft constitution prepared by the Convention on the Future of
Europe (2003) takes the rebalancing process further but still falls short
of achieving the required rebalancing. We propose specific changes to
the draft constitution in the final section of this paper.

The Irish Context4

It is interesting to look at the situation in Ireland and to reflect on the
impact these European developments have had on the Irish context. 

Persistence of poverty
The most up-to-date data available on poverty in Ireland comes from
the 2000 Living in Ireland Survey, conducted by the ESRI. Table 1
presents the results of that survey showing poverty levels among
households and persons.

Using the 50% poverty line, the findings reveal that at the height of the
recent period of economic prosperity one in every four households and
one in every five people in Ireland were living in poverty.
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Table 1: Percentage of households and persons below relative 
income poverty lines for 2000

HOUSEHOLDS PERSONS

40 per cent line 11.8 9.9

50 per cent line 25.8 20.9

60 per cent line 32.9 28.3

Source: Nolan et al (2002: 19-20) , Equivalence scale A

Tables 2 (a) and (b) use data for 1987, 1994, 1997, 1998 and 2000 to
trace the trend in poverty over thirteen years. These are the only years
for which data are available. Using the 50% poverty line both tables
show that levels of relative income poverty have increased across that
period.

Table 2(a): Percentage of households below relative income
poverty lines 1987/1994/1997/1998/2000

1987 1994 1997 1998 2000

40 per cent line 6.2 4.9 6.3 10.5 11.8

50 per cent line 16.3 18.6 22.4 24.6 25.8

60 per cent line 28.5 34.2 34.3 33.4 32.9

Source: Callan et al (1996: 73) and Nolan et al (2002: 19-20), Equivalence scale A

Table 2(b):Percentage of persons below relative income 
poverty lines 1987/1994/1997/1998/2000

1987 1994 1997 1998 2000

40 per cent line 6.8 5.2 6.3 9.1 9.9

50 per cent line 18.9 17.4 18.1 19.9 20.9

60 per cent line 29.8 30.4 30.1 28.6 28.3

Source: Callan et al (1996: 73) and Nolan et al (2002: 19-20) , Equivalence scale A
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• Using the more generally accepted poverty line (50%) the
percentage of households in poverty has increased from
16.3% in 1987 to 25.8% in 2000. Across all the survey years
this figure records a significant increase.

• Similarly persons experiencing poverty increased, with the
corresponding numbers being 18.9% in 1987 and 20.9% in
2000. Following an initial decrease in this figure between
1987 and 1994, this rate has also shown a steady increase.

These figures allowed the ESRI to conclude that Ireland has a high rate
of relative income poverty compared to other EU countries and that it
is caused by structural factors that need to be tackled while the
resources are available to do so (Layte et al, 2001). Commenting on the
scale of these poverty figures an editorial in The Irish Times 5
September 2000 concluded by posing the question “how viable is such
a society in the long run?”

The depth of poverty experienced by people and households has
declined between 1987 and 2000. Even though people remain
relatively poor they do have more money in their pockets. Therefore
those below relative income poverty lines are now a good deal closer
to these lines than in the past. Consequently, the share of national
income needed to bridge that gap, to bring everyone up to these lines,
is less. What is interesting from an Ireland/EU perspective is the fact
that the Irish Government did not feel in any way obliged to give this
social issue priority when the economy grew so rapidly in the second
half of the 1990s. While the European Union’s Stability and Growth
Pact, for example, was seen as being of major importance in the
economic context there was nothing in the social context that was seen
as being nearly as important. But the problems were not confined to
poverty.

Infrastructure and social provision deficits
Ireland continues to display serious deficits in its infrastructure and
social provision. In a European context our roads, railways, IT
broadband and transport systems compare badly. Similarly, as noted
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above, our growing poverty rates, unequal income distribution,
growing rich/poor gap and under-equipped health and education
systems represent the most visible signs of the extensive gaps in our
social provision. In the context of continued economic growth and per
capita income well above the European average, the opportunity to
address these deficits remains available.

Table 3: National Social Protection Expenditure as a % 
of GDP, for EU Countries

Country % of GDP Country % of GDP

Sweden 32.9 United Kingdom 26.6

France 30.3 Greece 25.5

Germany 29.6 Italy 25.3

Denmark 29.4 Portugal 22.9

Austria 28.6 Luxembourg 21.9

Belgium 28.2 Spain 20.0

Netherlands 28.1 IRELAND GNP 17.2

Finland 26.7 IRELAND GDP 14.7

Source: Social Protection in Europe (2002:56), EU Commission
Note: EU-15 average is 27.5% of GDP

An analysis of Ireland’s spending on social protection against that of
other EU countries is telling. Social protection expenditure is defined
by Eurostat to include spending on: sickness/health care, disability, old
age, survivors, family/children, unemployment, housing and social
exclusion initiatives not elsewhere classified5. Table 3 shows the size
of this expenditure as a percentage of GDP for 2000 (the latest year for
which figures are available). A comparison is also made with Ireland’s
GNP.
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Using either GDP or GNP, Ireland’s spending on social expenditure
stands out as the lowest in Europe. There remains a considerable gap
between Ireland and the next lowest country, Spain. Chart 1 illustrates
this analysis further and shows the difference between the proportion
of GDP allocated to social protection expenditure by each of fifteen
EU countries and the EU average. Visibly, Ireland has fallen far
behind.

Chart 1: Percentage Divergence in National Social Protection
Expenditure levels from the EU average

Source: Social Protection in Europe (2002:56), EU Commission
Note: EU-15 average is 27.5% of GDP

In the context of these figures, it is no surprise that Ireland has the
widest rich/poor gap in the European Union. Neither is it surprising
that Ireland has such high levels of poverty and exclusion. It is clearly
necessary that we address these gaps in our social provision. 
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Addressing the deficiencies in Ireland’s social provision will require
the government to allocate further resources to the implementation of
policies in this area. Currently, one argument levelled against this
move is that funding is unavailable. However, CORI Justice
Commission has shown that this argument is false and that sufficient
resources are available if the government raised Ireland’s tax take to a
fairer level.

Ireland’s total tax take
In recent years Ireland has evolved into a low- tax economy. During
the last year the OECD published a review which showed that Ireland
collected a lower proportion of GDP in tax than any other country
across the European Union. A recent CORI Justice Commission
analysis has updated these figures following Budget 2003. These
results are presented in the Table 4.

Table 4: Total tax revenue as a % of GDP, for EU Countries

Country % of GDP Country % of GDP

Sweden* 53.2 Greece* 40.8

Denmark* 49.0 Netherlands* 39.9

France* 46.4 United Kingdom* 37.4

Finland* 46.3 Germany* 36.4

Austria* 45.7 Spain* 35.2

Belgium* 45.3 Portugal** 34.1

Luxembourg* 42.4 Ireland GNP# 33.9

Italy* 41.8 Ireland GDP# 27.7

Source: Calculated from OECD (2002) and from Budget 2003 Statistics and Tables (p
D6, D21)
Notes * These figures are for 2001

** These figures are for 2000
# These figures are for 2003
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Table 4 shows that following Budget 2003, Ireland’s tax take remains
the lowest in Europe. This outcome applies irrespective of whether the
calculations are performed using GDP or GNP. Ireland’s taxation rate
is at least 7.5 percentage points below the EU average (of 41.44%).
Britain is much closer to the EU average, being only 3.8 percentage
points below the EU average

The attached chart furthers this analysis by comparing the divergence
in taxation levels across the European Union from the EU average
(41.44% of GDP). A comparison between Ireland and the United
States, traditionally seen as a very low tax economy with limited social
care policies, reveals that US taxes exceed Irish taxes. The US tax take
equals 29.6% of GDP, almost 2% higher that the corresponding Irish
figure. 

In the context of these figures, the question needs to be asked: if we
expect our economic and social infrastructure to catch up to that in the
rest of Europe, how can we do this while simultaneously gathering less
taxation income than it takes to run the infrastructure already in place
in those other European countries? Simply, we will never bridge the
social and economic infrastructure gaps unless we gather a larger share
of our national income in tax and invest it in building a fairer and more
successful Ireland.
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Chart 2: Percentage Divergence in National Taxation levels 
from the EU average

Note: EU average is 41.44% of GDP. This is calculated using the OECD tax burden
data for 2001 and Irish data as outlined in Budget 2003 (p D6, D21).

Small increases in taxation are certainly feasible and are unlikely to
have any significant negative impact on the economy. An increase of
just one percent in the GDP to tax ratio (from 27.7 to 28.7) would
produce an extra €1.1bn each year in taxation income for the
government. Were Ireland to increase its total taxation levels to that of
the UK (from 27.7 to 37.4), a country hardly regarded as being high
tax, the exchequer would have an additional income each year of
€10.7bn.

Ireland may wish to retain its international position as a “low tax
economy” but currently we are a “too-low-tax economy” and the effect
of this phenomenon continues to have visible and expensive social and
economic repercussions.
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It is obvious that the European social agenda has not had a great effect
on Ireland’s poverty and social exclusion. While Ireland’s economy
has grown dramatically and our per capita income now far exceeds the
EU average, our social provision (as well as our infrastructure) is far
behind the EU average. While adequate resources to redress this
situation did and do exist, Irish Governments have chosen to distribute
these resources in a way that has seen those already better off being the
major gainers.

Looking to the Future

European development at this point requires that the social dimension
be given greater priority and that the economic and social agendas be
rebalanced. We now identify four key initiatives we believe would
make a substantial contribution to this much needed rebalancing.
These four initiatives could be taken at a European level. They are
initiatives on which Ireland should play a leading role, initiatives that
would ensure that poverty and social exclusion were adequately
addressed both in Ireland and across the Union. These four initiatives
are:

- Adopting a rights-based approach in addressing social,
economic and cultural issues;

- Recognising the elimination of poverty as an objective of
EU;

- Strengthening the Open Method of Co-ordination (OMC);
and 

- Recognising the community and voluntary sector as a social
partner in the European context.

The need for a rights-based approach
We believe very strongly in the importance of developing a rights-
based approach to social, economic and cultural issues within the EU
context. The European Charter of Fundamental Rights is a step in the
right direction but leaves a lot still to be achieved if social, economic 
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and cultural rights are to be given the status they deserve and require.
The Charter has its weaknesses especially in its failure to address the
issue of income adequacy. However it does encapsulate a more
inclusive conception of rights than our own constitution as it embraces
socio-economic rights. 

The draft new European Constitution proposed by the European
Convention states that the Charter does not “establish any new power
or task for the community or Union”. Yet, even when the Union’s
competence is limited its guarantee of a basic right to healthcare, for
example, (Article 35) is an important sign to citizens in all member
states that it recognises the need for a basic standard to be delivered by
each state.

A second point that needs to be acknowledged in this context is that the
Charter does not state any new rights. Every right listed is already
listed in other international and national documents. What the Charter
does is make explicit what is already implicit in case law within the
European Court of Justice. The Charter gives greater visibility to these
already acknowledged rights which, heretofore, were known only to
legal experts and others specialising in these areas. Some have argued
that the ostensible aim of the Charter “was to make the protection of
fundamental rights in the EU more visible”6. 

The need to develop a core of social, economic and cultural rights is
becoming ever more urgent. Within international human rights
instruments there are divisions between different generations of rights.
The first generation consists of civil and political rights. The second
generation consists of social, economic and cultural rights. The third
generation has emerged in the growing concern with ethical
globalisation and can be seen in the growing emphasis on the right of
the community to an environment free of pollution. The growing
importance of third generation rights is seen in the fact the EU Charter
includes provisions for environmental protection and respect for
cultural, religious and linguistic diversity.
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The first generation of human rights is supported widely across the
world even though the rights it covers, such as the right to a passport
or the right to vote, are far from being universally respected. On the
other hand, second generation rights meet with less support and much
greater resistance. 

Ireland and the EU need to acknowledge that human rights go beyond
civil and political rights to incorporate social, economic and cultural
rights. Among others, seven basic rights that are of fundamental
concern to people who are socially excluded and/or living in poverty
should be acknowledged and recognised. These are the rights to:

• Sufficient income to live life with dignity.
• Meaningful work.
• Appropriate accommodation.
• Relevant education. 
• Essential healthcare.
• Cultural respect
• Real participation.

Until these rights are effectively recognised then Ireland and the EU
will continue to have a major credibility problem, as they will be
failing to match their commitment to civil and political rights with an
equal commitment to social, economic and cultural rights. 

Social, economic and cultural rights should be justiciable. This issue of
justiciability has been a major sticking point in progressing their
recognition. The reasons for this resistance can be put under three main
headings i.e.

- These rights are not, and should not be seen, in the same
context as civil and political rights which are justiciable.

- there should not be a situation where a person can appeal to
the Supreme Court in Ireland or to the European Court of
Justice, for example, if they do not have appropriate
accommodation or their healthcare is not of an adequate
standard; and
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- These issues should be addressed in the political and not the
judicial arena.

Each of these objections can be addressed.

The issue of whether or not social, economic and cultural rights are on
an equal footing with civil and political rights is an issue on which
much has been written. Most progressive societies now acknowledge
that social, economic and cultural rights are human rights just as civil
and political rights are, and they accept they should be capable of
being vindicated when they are not honoured by the Government of the
day. 

There are a wide range of declarations and protocols on human rights
that recognise the importance of social, economic and cultural rights.
A wide range of bodies including the United Nations, the Council of
Europe and the European Union has developed these. We do not repeat
these here but they form part of the context within which we make our
proposals for development within the EU context.

To ensure that the recognition of social, economic and cultural rights
goes beyond words, however, it is essential to address the question:
how can such rights be made justiciable (capable of being vindicated
in law)? In particular, how can this be done in a way that respects the
political process and does not destroy the balance of power between
the judicial and the governmental dimensions of society while also
respecting the social, economic and cultural rights of people? What is
required is a mechanism that can be agreed at EU level and then
applied by each member state.

We suggest the following as a viable way forward that would respect
concerns expressed particularly by politicians while also respecting the
need for people’s rights to be justiciable. Our proposal has a number of
components. 
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- These social, economic and cultural rights would be
recognised in the EU Constitution.

- Following on this recognition there would be a requirement
to have legislation ensuring these rights could be vindicated.
We suggest the following might achieve this without
producing a non-viable situation that would see every
individual pursuing, for example, access to appropriate
accommodation, right up to the Supreme Court or to the
European Court of Justice.

- There would be a legal requirement on each incoming State
Government in the EU to set out concrete targets on each of
the range of social, economic and cultural rights recognised
in the EU Constitution. The specific list of rights would
already be set out in legislation and should cover the listing
outlined above or some similar range of rights. 

- The targets set out in such legislation would have to be for
specific periods of time e.g. two and four years (these
particular time-frames would also be set out in the
legislation).

- Failure to achieve these targets would be justiciable on a
class-action or similar basis but not on the basis of every
individual bringing their particular case to court.

Could this be done in practice? Let us take as an example, in the Irish
context, the first right listed above i.e. the right to sufficient income to
live life with dignity. 

The present Government has already set a target (in the National Anti-
Poverty Strategy) for the lowest social welfare payment for a single
person to reach 30 per cent of gross average industrial earnings by
2007. To achieve this it has also agreed in the new national agreement,
Sustaining Progress, to take the necessary steps during the coming
three years to ensure this target is met by 2007. This target and the
related commitment contained in the national agreement are repeated
in the National Action Plan Against Poverty and Social Exclusion
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submitted to the European Commission by the Irish Government on
July 31st, 2003.

Consequently, if there was a requirement on the Government to set a
two and a four-year target on income adequacy it could base its targets
on the commitments it has already made. It could set a two and four-
year target for income adequacy that would satisfy the requirement to
set targets to meet the right. 

Subsequently, if the targets were honoured the right would be
respected. If the targets were not honoured the Government would be
answerable in a court for their failure to meet the target they
themselves had set. 

The only acceptable defence in this situation would be for Government
to prove that the economic situation had changed so much compared
to what had been expected when the targets were set that the
Government genuinely was not in a position to meet its targets. If that
could not be demonstrated, then the Government would be legally
obliged to implement its own target on the issue. 

This proposal respects the political process and ensures it maintains
it’s primary role. However, it also ensures that a person’s rights are
respected if, for example, a Government decides deliberately to ignore
them. 

The proposal would have the additional benefit that General Elections
would be fought in part at least on the basis of real proposals and
commitments in areas that were of real concern to people. It would
also ensure that politicians were more easily held accountable for the
commitments they made. 

We believe a mechanism along these lines should be developed and put
in place in all EU states. It would mean that social, economic and
cultural rights were placed on the same level as civil and political
rights. It would also mean that the EU’s over-concentration on the
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economic dimension would be re-balanced in part at least by a growing
recognition of the important of the social dimension to citizens in all
EU member states. 

This approach would also address another of the problems identified
by some critics of a rights-based approach. The views of such critics
were summarised by Ivana Bacik in a presentation to the Forum on
Europe. In this presentation she stated:

“There are many Marxist and feminist critiques of rights, based on the
argument that rights discourse can divert attention away from political
reform and into legal disputes, with consequent reliance upon a largely
male judiciary drawn from a homogenous privileged background.
Moreover, rights may operate to reinforce privilege, since those from
positions of power have more effective access to legal forums, and are
more likely to meet a sympathetic response when they get there.7

In her presentation Bacik was supportive of rights discourse and its
capacity for improving the situation of those who have been
historically excluded. We believe that the mechanism we are proposing
goes a long way towards addressing the problems identified by the
critics of a rights-based approach to social, economic and cultural
rights.

The need to recognise the 
elimination of poverty as an objective of the EU
A major disappointment for us was the failure of the Convention on the
Future of Europe to identify the elimination and prevention of poverty
as an objective of the Union in its draft EU Constitution. The draft
produced by the Convention has many positive aspects and its
implementation would be an improvement on the present situation. 

However, the failure to make the elimination of poverty an objective
of the Union is a very powerful symbolic statement that does not augur
well for the future of Europe’s most excluded people. It also runs
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counter to the revision of the Council of Europe’s European Social
Charter in 1996 which recognised new rights including the right of
protection against poverty. Of particular concern to us is the fact that
this omission is likely to be used by Governments of some member
states to justify their refusal to take the initiatives necessary to
eliminate relative income poverty in their own countries. It also allows
them to hide behind outdated rhetoric about job creation being the
solution to poverty when it patently is not an adequate response in
some countries of which Ireland is a good current example.

Our concern in this area stems from the EU’s failure since its
foundation to address the issues of poverty and social exclusion in an
effective, coherent or comprehensive way. As we have seen, the social
dimension was part of the vision for the Union since its foundation. In
the 1970s and 1980s much of the focus in the social policy arena at
European level was on income inequalities and their impact on the
reality of poverty. In the late 1980s the focus of social policy debate
switched towards placing greater emphasis on the reality of social
exclusion. This was a development we welcomed at the time and still
support. We believe, for example, that the Irish Government’s
definition of poverty in its National Anti-Poverty Strategy reflects the
reality of social exclusion as experienced by those who are excluded.
This statement recognises that: 

“people are living in poverty if their income and resources (material,
cultural and social) are so inadequate as to preclude them from having
a standard of living that is regarded as acceptable by Irish society
generally. As a result of inadequate income and resources people may
be excluded and marginalised from participating in activities that are
considered the norm for other people in society”8

This is a dynamic definition of the phenomenon of poverty and social
exclusion. It acknowledges the need for all citizens to exercise a range
of social, economic and cultural rights that they have and, implicitly,
recognises these rights. Acting on this definition of poverty and
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ensuring that all people in Ireland are socially included and have what
is necessary to exercise these rights is another story entirely.

The Irish Government has been to the forefront in insisting that EU
competency in combating social exclusion through Community
actions should be limited. It has strongly advocated that member states
should retain their competency for planning and implementing policies
at national, regional and local level where social inclusion issues are
concerned.

The first substantial debate on the role of the EU in addressing social
exclusion and at highlighting the role of social protection mechanisms
in supporting unemployed people came in 1989 with the adoption of
the Charter of Fundamental Social Rights of Workers. While it
included recognition of the right to social provision of people in need
this Charter was not binding. Since 1992 the EU interventions, while
continuing to be seen as complementary to national governments,
focused on supporting national programmes through the Structural
Funds and through the European Social Fund. The Amsterdam Treaty
in 1997 created a new environment for addressing social exclusion and
led to the adoption of the Open Method of Co-ordination in national
systems for the promotion of social inclusion. The Lisbon Summit
conclusions brought this process a step further with its emphasis on
greater social cohesion being given an equal status with economic
development. (We shall address this in more detail in the following
section on OMC.)

However, it appears to us that there is a lack of political will in this
area both at the European Union level and at the level of several
national governments. Practice lags a long way behind the good
intentions articulated in these and many other arenas. Making the
eradication and prevention of poverty an objective of the Union would
be a very strong sign that this issue did have the political support it
requires if it is to be realised in practice. It would also make possible
and necessary the mainstreaming of anti-poverty and social inclusion
issues throughout all the Union’s policies and programmes.
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The need to strengthen the Open Method of Co-ordination (OMC)
The third initiative we propose needs to be taken at an EU level is
closely linked to our preceding proposal and concerns the Open
Method of Co-ordination. The Open Method of Co-ordination can be
described accurately as a ‘soft’ policy instrument in the social policy
field in the EU. It is complementary to other instruments such as
legislation, social dialogue, declaration texts etc. Unlike ‘hard’ policy
instruments such as laws, the OMC has no binding effects; it does not
create rights for citizens and does not place obligations on the member
states. It is based on a process of mutual learning, benchmarking and
best practice exchange, as well as on the co-ordination of national
policies towards the achievement of targets defined on a European
level.9 The OMC process theoretically, is supposed to produce uniform
and simultaneous action in all member countries in areas such as social
protection, pensions and unemployment. Its application to date has
been very poor when viewed from the perspective of social exclusion.
Member state governments including Ireland (some would say
especially Ireland) have emphasised the need for subsidiarity and
produced National Action Plans Against Social Exclusion which are
remarkable only for their failure to make any appreciable difference to
the situation of those who are poor and/or socially excluded. On the
other hand the application of OMC in the area of employment and
unemployment and in the area of pensions has been more positive. 

The response on social exclusion fails to recognise the Irish situation
where the majority of those living in relative income poverty live in
households headed by a person outside the labour force. So, while
policies based on labour force participation are welcome and do have
positive impacts, in the Irish context they have little real impact on
reducing the proportion of the population living in relative income
poverty. (It should be emphasised that this is a factor of the present
situation in which Ireland finds itself. In the mid-1990s the situation
was very different as unemployment was much higher and policies
focused on the labour market were much more important. But, as the
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situation has changed the policy response has failed to take these
changes into account with the result that policies that were appropriate
for the first half of the 1990s are now being applied in an inappropriate
way a decade later.)

Among the major problems in the OMC process in addressing social
exclusion at present are its failure to ensure the formulation of targets
and guidelines that are significant, its lack of adequate timeframes,
relevant and updated information, and agreed indicators on which
progress is to be benchmarked. Those who support its work to date
emphasise that the process itself is a mutual learning process that is
being effectively developed and modified as it goes along. From our
perspective, the evidence for this view is very limited indeed. 

In mid-2003 the European Commission published a Communication
entitled “Streamlining the social dimension of the Lisbon strategy:
streamlining open co-ordination in the field of social protection”. As in
many similar situations the emphasis on streamlining could be used to
reduce the scope of OMC. Strengthening the emphasis on social
inclusion should be at the core of any streamlining of OMC. A
practical measurement of whether or not this streamlining is positive
or negative will be the guarantees it contains to ensure the necessary
funding to implement the initiatives required to meet meaningful
targets and objectives at both national and EU levels. 

Among the initiatives that we believe should be taken now to improve
the OMC we highlight the following:

- The formulation of an agreed set of qualitative and
quantitative indicators

- The highlighting of relative income poverty as the key
indicator. This would involve the rejection of the Irish
Government’s fiction that it is reducing poverty by focusing
on those living in ‘consistent’ poverty. This is a measurement
that includes only a small proportion of people living in
poverty as measured according to the Government’s own
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definition of poverty as stated in its National Anti-Poverty
Strategy.

- The insistence on having clearly measurable objectives and
ensuring that these objectives are focused on and delivered.

Political will is crucial in this context. It is interesting to contrast the
application of the OMC in the social exclusion context with the
stringent processes applied in areas such as the Stability and Growth
Pact. The contrast in implementation illustrates the importance of
political will and exposes the fact that such will was lacking in practice
in addressing the area of social exclusion. 

Some argue that this has now changed. The basis for arguing that
political will is now present lies in the Lisbon Summit (2000) where
the concept of an active welfare state based on employment was
articulated. At Lisbon the European Council agreed a new strategic
goal for the Union for the following decade: “to become the most
competitive and dynamic knowledge-based economy in the world,
capable of sustainable economic growth with more jobs and better jobs
and greater social cohesion”. The need for balance between economic,
social and environmental dimensions is seen as central to the Lisbon
strategy. To date, however, the impact of the strategy in the social
inclusion area is questionable. Little seems to have changed post-
Lisbon. The political will seems no stronger now than it did prior to the
adoption of the Lisbon strategy. That is another reason why the
proposals we have made above are all the more urgent.

The need to recognise ALL social partners
The fourth and final key initiative we believe needs to be addressed in
the shaping of ‘social’ Europe’s future involves civil society and
democracy. As identified earlier the European project has always been
an economic project for the most part. This emphasis has been
supported and strengthened by the experts and elites who have been
the major ‘drivers’ of this project. The direct election of the European
Parliament has had little impact on this situation. The citizens of the
European Union have little understanding of the political system that
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unites them. Brussels is perceived as an administrative capital that
contains more ‘threat’ than ‘support’ for them and their interests. 
When the Charter of Fundamental Rights was being developed civil
society was invited to comment. More recently, the Convention
developing a new Constitutional Treaty for the EU invited civil society
to make its views known. Both these attempts to involve civil society
were well intentioned and welcome. But both were very weak
attempts. Views were invited but it was very much a question of
‘insiders’ in the Convention inviting ‘outsiders’ in civil society to
comment. 

No structure exists at the EU level to enable civil society to have a real
input into the policy development process. Likewise, there is no
structure to ensure that such an input would be listened to in any
meaningful way. This is in marked contrast to the situation in Ireland
where the Community and Voluntary Pillar of social partners have a
direct input into national agreements, have seats on national
consultative bodies such as the National Economic and Social Council
and the National Economic and Social Forum, and are consistently
consulted on a wide range of social, economic and cultural policy
issues.

It is important to realise that the Non-Governmental Organisations in
Brussels do not represent European democracy. They simply represent
groups with the resources to maintain permanent offices in the EU
capital. While their contribution is very positive it is nowhere near
what is required if civil society is to be heard in a real way and if the
reality of European citizenship is to be recognised in practice as well
as in theory in the changing governance situation in which Europe
finds itself at this moment in its history. 

Among the initiatives we believe should now be taken to ensure the
real involvement of civil society in developing the European project
are the following:

- Recognise the community and voluntary sector as an
independent and equal social partner in the social partnership
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structures at the EU level.
- Give all NGOs a special status in the European context in the

same way as employers’ organisations, trade unions and
farmers’ organisations have a special status.

- Recognise the importance of citizenship if the European
project is to become a project of all of Europe’s people and
not just of its elites.

- Civil society should be recognised as a social partner in the
new draft European Treaty.

We make these proposals in the full knowledge that civil society has
different manifestations in different European traditions. We reject the
suggestion often made that civil society is too diverse to ever be
sufficiently coherent to express viewpoints that would be of value in
the policy development process. These were the same arguments we
heard so often in Ireland in the years before the community and
Voluntary Pillar of social partners was established and recognised by
Government in 1996. They are not valid. 

Conclusion

There are many ways in which one can address the emerging reality of
the European Union. Many people are very suspicious and see it in
negative terms for a wide range of reasons. Yet a number of points
need to be made.

In a globalised world, governance beyond the State level is a necessity.
If issues of poverty, inequality and social exclusion are to be tackled
effectively a strong measure of cooperation at the international level is
essential. The European Union has the potential and the capacity to
address these issues in a meaningful way and to ensure that the scale
of action is adequate to have effective impact across the Union. 

The EU was born from a dream of peace and reconstruction. It had a
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social dimension from its very foundation. However, it quickly became
an economic project and has, for the most part, continued to give
priority to the economic over the social in each succeeding phase of its
development. It has to be recognised, however, that it does have the
potential for change within it and can be moved towards a situation
where there is a genuine balance between the economic and the social
dimensions of Europe. It does have the potential to become a genuine
citizens’ Europe rather than a Europe for a market-focused elite. This
elite had disproportionate influence in the decision-making processes.
This influence has resulted in the economy and its development being
given priority while little more than rhetorical assent has been given to
the social dimension which is at least of equal importance to the vast
majority of European citizens.

To rebalance this situation we have proposed in this paper that the EU:
- Adopt a rights-based approach in addressing social,

economic and cultural issues;
- Make the elimination of poverty an objective of the EU;
- Strengthen the Open Method of Co-ordination (OMC); and 
- Recognise the community and voluntary sector as a social

partner in the European context.

These four initiatives would go a long way towards the rebalancing
that Europe currently requires in the social context. All are do-able in
a relatively short timeframe and should be acted on immediately.
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