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1. Introduction

The Border, Midland and Western Regional Assembly welcomes this opportunity to contribute to the development of the National Reform Programme for Ireland.  Our interest in the National Reform Programme (NRP) process as a NUTS II Regional Assembly and as a Managing Authority for the ERDF co-financed BMW Regional Operational Programme (OP) is primarily in two areas. First, the role that we may play as regional partners in the elaboration of Ireland’s NRP Strategy, as envisaged in the new Europe 2020 Strategy; and second, the contribution that EU Cohesion Policy as administered through the Regional OPs, can make to the achievement of Ireland’s commitments in the years ahead.  

In this submission we focus on two broad areas related to the preparation, implementation and monitoring of the National Reform Programme (NRP) and to its policy content, i.e., processes and policies, with a particular emphasis on the territorial dimension of both.  A number of critical recommendations are made, arising from this.

2. Policy Context 

The Europe 2020 Strategy is of critical importance because it provides a framework for all EU policies, including the EU’s main funding programmes (Structural Funds, CAP, Framework programmes, etc.) and it will also influence the direction of national macro-economic and socio-economic policies.  The strategy also emphasises territorial cohesion, reflecting that territorial cohesion is now a specific goal of the European Union.  
We share the commitment taken by the European Commission, parliament and the Council that in order for the Europe2020 Strategy to help overcome the current economic crisis and set a path towards smart, sustainable and inclusive growth, there is a need for increased ownership of the strategy through enhanced partnership in its implementation between all levels of government. The new programme should not be merely a ‘cut and paste’ of existing national policies and approaches, but should provide an opportunity to propose new policies and approaches in keeping with the principles of the Europe 2020 Strategy.  Similarly, national ‘one size fits all’ policy prescriptions should be avoided.
3. National Reform Programme Processes

3.1
Regional Engagement 

The Communication from the Commission “Europe 2020: A strategy for smart, sustainable and inclusive growth” stresses the importance of a partnership approach, extending from the EU institutions to national, regional and local levels, reflecting the current situation in each Member State and underpinning economic, social and territorial cohesion.  It calls for an enhanced contribution from stakeholders (regions and social partners) to the elaboration and implementation of the national strategies and a “permanent dialogue” between the various levels of government.  This is also emphasised in the Commission’s Guidance Document on the preparation and monitoring of the NRPs.  For this reason there is an expectation that sub-national bodies will be increasingly involved in the NRP preparation, implementation and monitoring arrangements than applied heretofore.
Accordingly, we consider that this submission should not be our sole input into this process, but should form part of a continuous engagement by the Irish Government with sub-national partners in the implementation and monitoring of Ireland’s programme.  Our experience in recent years in contributing to the National Reform Programmes by way of submissions has not been very productive in our view and our proposals for an enhanced territorial dimension in Ireland’s NRP and increased engagement with regional partners, have not been taken on board.  The Europe 2020 Communication, drawing on the lessons of the implementation of the Lisbon Strategy by Member States, clearly requires Member States to extend ownership of their programmes to a broader forum of regional, economic and social actors.
In a comprehensive study undertaken by the Committee of the Regions, launched in March 2009, on the experiences of local and regional authorities across the EU in relation to the National Reform Programmes, there was a general consensus that local and regional authorities were not adequately involved in the governance of the strategy and that their concerns were not integrated into the framework at national level.  The EU Commission has acknowledged the low level of ownership or ‘buy-in’ from sub-national authorities. It was also found that National Reform Programmes prepared by Member State Governments focussed on central level strategic objectives only and presented aggregated national data analysis only, demonstrating few (if any) regional specificities.

This mirrors the experience of Ireland’s regions where there is little evidence of Irish regional concerns being reflected in Ireland’s National Reform programmes to date.  It is also clear that the broad-based strategic goals at national level did not adequately take account of regional differences and specificities and that the territorial dimension is weakly articulated.  Similarly, Ireland’s NRP did not present the role that sub-national authorities were to play in delivering the strategy.  A multi-level co-ordinated approach is therefore needed among all institutions engaged in the integrated planning and delivery of the next NRP.
In the absence of the social partnership framework, it will be essential that the Department of the Taoiseach takes steps to overcome the perceived weaknesses of previous NRP planning and review processes.  One option would be to issue the draft NRP for consultation to all interested economic, social and regional organisations, prior to its finalisation.
3.2
Role of Sub-National Authorities in Delivery of the NRP Strategy
Multi-level governance through partnerships with other levels of Government, will be an essential element for the successful delivery of most of the initiatives, arising from the Europe 2020 Strategy. The competencies of sub-national authorities in Ireland related to the delivery of key elements of the National Reform Programme should therefore be recognised in the NRP.

3.3
Regional Indicators and Trend Data

The analysis underpinning Ireland’s National Reform Programme must clearly demonstrate the significant differences that exist across the regions in terms of key indicators of socio-economic development.  These include GDP, household incomes, employment/un-employment rates, sectoral composition of output and of the labour force, innovation rates, graduate retention rates, accessibility, broadband uptake (urban/rural), inward investment levels, overseas visitor numbers etc. A suggested listing of such indicators is attached to this submission.
The following table illustrates the trend of a persistently wide gap in GVA per capita between the two NUTS II regions over the 2000-07 period.
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The National Reform Programme should present regional specific trend data on key indicators in order to present a more accurate and comprehensive picture of the relative progress of Ireland’s regions, along with a commitment that these key indicators will be subject to annual monitoring and reported in the annual implementation review of the NRP.  [Such an exercise would capture for example the achievement of near-universal broadband service availability in Ireland following the substantial investment under the National Broadband Scheme and previous investments in the national backbone infrastructure and Metropolitan Area Networks, thus addressing a key element of the Digital Agenda flagship initiative under Europe 2020].

4. National Reform Programme Strategy
4.1
Alignment of Investment and Spatial Strategies

The investment strategy for the NDP 2007-13 was intended to be aligned with the National Spatial Strategy 2002-2020, for which a review and update was published in 2010.  However, the monitoring of the implementation of the NDP ceased in 2009 and there are currently no mechanisms through which the alignment of the state’s investment strategy with the spatial planning framework can be pursued.

The National Recovery Plan 2011-2014 does not contain any commitments to the delivery of the National Spatial Strategy and the references to ‘regional’ largely relate to the curtailment of regional air services and the regional delivery of shared services by local government.  Ireland is referred to in the document as an open ‘regional’ economy in a macro-economic trans-national sense rather than in a sub-national development sense.  The only positive reference to regional development relates to the regional development role of the tourism sector.

To address this omission, the NRP should re-affirm the Government’s commitment to the full implementation of the National Spatial Strategy.  The NSS 2010 Update and Outlook sets out clearly the current context, achievements, lessoned learned and future challenges to be addressed in order to ensure more sustainable patterns of development.  Greater levels of co-ordination are needed at national and at Gateway level. The NSS Update and Outlook includes a commitment to a Regional Innovation Programme, which should be fulfilled. It also commits the Government to the implementation of the Atlantic Gateway initiative as a counter-balance to the Dublin-Belfast economic corridor.
4.2
Alignment with Structural Funds Programmes

The Communication from the Commission on the EU2020 Strategy emphasises that Cohesion Policy and the structural funds “are key delivery mechanisms to achieve the priorities of smart, sustainable and inclusive growth in Member States and regions.”  It calls for improved policy coherence and a better alignment of expenditure under the structural funds with the goals of Europe 2020.  Indeed, several of the flagship initiatives proposed in the Strategy will rely on EU structural funds for their implementation.  

Further to this, the Commission’s recent paper on the financial perspectives for the Union post-2013 calls for a “disciplined concentration” of cohesion policy on the objectives of Europe 2020 and recommends that post 2013 a common investment framework for Cohesion Policy would form part of the national reform programmes via a Development and Investment partnership Contract, in order to ensure that structural funds are focussed on agreed EU priorities.

The BMW Regional OP 2007-13 is clearly aligned with the Lisbon Growth and Jobs Strategy, with almost 80% of planned expenditure on themes that are ‘earmarked’ as being most relevant to the strategy.  The annual reporting of the implementation of the OP to the OP Monitoring Committee and to the EU Commission presents the achievement of the earmarking target on a cumulative basis.  The mid-term evaluation of the BMW Regional OP recently completed by the Central Expenditure Evaluation Unit of the Department of Finance found that the OP interventions remained consistent with the Lisbon Strategy and with national investment priorities.

4.3
Regional Competitiveness

Ireland’s economic profile and place in the global economy has changed significantly over the past decade.  Renewed economic growth will be driven by our ability to trade and compete internationally in the knowledge economy and deliver increased employment in high skill, high value manufacturing and services. All regions contribute to the national economy - effective regional policy is therefore a key contributor to national economic growth. The existence of disparities between regions, reflected in lower outputs and incomes and social exclusion is not conducive to national or regional competitiveness - lagging regions are a drag on the national economy and are not conducive to sustained economic growth and employment creation.  

The impact of overgrowth and congestion on competitiveness such as pressure on infrastructure facilities (water, energy) can best be tackled by ensuring a more even spread of economic activity across regions. This requires that regions themselves be in a position to attract inward investment, grow indigenous enterprises and trade in a global environment. To be competitive in regional locations, enterprises must have access to infrastructural facilities that are at least on a par with their competitors. While significant progress in addressing infrastructure deficits in the regions has been made in recent years, there are still major gaps in provision (e.g. transport access, broadband, energy) which inhibit regional competitiveness and hinder the establishment and operation of enterprises, both indigenous and foreign.  There is also a risk that the existing disparities will further widen in the years ahead in the straitened fiscal environment and in the absence of proactive policies.

The knowledge economy, on which all agree Ireland’s future must be based, is very largely dependent on human resource capacity in firms so that they are innovative and flexible.  This in turn is related to links with higher education and research intensity.  Competitiveness is therefore strongly related to higher education and research capacity and its availability in the regions.
The Irish economy effectively operates as a number of functional economies, each with its own endogenous potential, and there are cogent economic arguments in favour of an emphasis on regional economic competitiveness, as opposed to the current sole focus on national competitiveness.  An approach based on enhancing regional competitiveness and innovation capacity would offer the best guarantee of national competitiveness in the long run.  New policy interventions to improve the competitiveness of each region would enhance the competitiveness of the national economy as a whole.

4.4
Territorial Cohesion

Territorial cohesion has been included as a goal of the European Union (Art. 174 of the Lisbon Treaty), along with economic and social cohesion, thus explicitly committing the EU to reduce disparities and to pay attention to the needs of underdeveloped areas.  Furthermore, Article 175 of the Treaty requires Member States to conduct and co-ordinate their economic policies “…to attain the objectives set out in Article 174”.  This imposes an obligation upon Member States to implement economic policies that reduce economic and social disparities and ensure that no region is left behind.  
Spatially blind policies must be avoided, for example, research and innovation polices can exacerbate regional socio-economic disparities contrary to the goals of the National Spatial Strategy and of the Lisbon Treaty. Innovation policy in Ireland has become excessively focussed on world-class R&D, rather than encompassing the broad range of incremental technological improvements at sector/firm level that can lead to sustainable productivity gains by all firms.  The Innovation taskforce Report (2010) makes no commitment to raise the research capacity of weaker regions (essential to raising regional competitive potential) or to putting in place regional innovation strategies which are the missing link in the governance of national STI policy.

4.5
Smart Specialisation

Smart specialization is the term used by the EU in its Innovation Union flagship initiative to focus research and innovation activities on areas where regions have comparative advantages.  A process should be undertaken to identify the evident comparative advantages of all of Ireland’s regions and the Government’s Research Prioritisation Group should adopt a regional as well as a sectoral approach in identifying future research investment priorities.  

It is essential that the regional dimension of innovation be made more explicit in national innovation policy (e.g., Innovation Taskforce) to build regional innovation and research capacity. The difficulty of addressing the varying nature of problems faced by SMEs in different regions requires a regional and local response which is not always addressed by centralised policies.

The example of Finland (with a similar population as Ireland) is quite instructive in this regard.  Finland operates within an explicit regional policy which pervades many of its public policies, particularly science and innovation policy.  A deliberate policy to build regionally specialized research centres has been pursued giving rise to consistently high levels of innovation activity and human capital capabilities across the state, even in relatively rural regions.

4.6
Promotion of Entrepreneurship

Recent improvements in cost competitiveness, including in regional locations, should be exploited to grow employment in new and expanding enterprises.  The growth of High-Potential Start-Up (HPSU) Companies and indigenous enterprises in the smart economy is contingent on a supportive higher education system and regionally-relevant innovation support services.  Empirical evidence shows that a strong link exists between investment in the research and innovation base of an economy and sustainable economic growth. It also shows that the sustainability and therefore the longevity of enterprises are positively correlated to those enterprises that engage in R&D. These enterprises also provide higher quality and better paid employment. Therefore a successful innovation culture is critical for the future growth and prosperity of the Ireland’s regions.
4.8 Focus on Employment

The differential sectoral impacts of the recent recession are most acutely felt in the more under-developed areas which had above average concentrations of employment in construction-related activities and below average levels of employment in higher skilled internationally traded sectors.  Recent trends in employment/unemployment levels display widening disparities, particularly in long-term unemployment across regions which must be recognised in national and regional/local policy responses and reflected in the NRP.

4.9 Infrastructure Investment
To be competitive in regional locations, enterprises must have access to infrastructural facilities that are at least on a par with competitors. It is recognised that an inadequate transport infrastructure has been one of the major barriers restricting the development of the BMW Region in particular.  Quality access to and within regions via radial corridors, linking corridors and international access points that attracts and promotes inward investment to the regions will be a major factor enabling their future development. The deficits that currently exist create obstacles for inward investment, enterprise development and overall quality of life for people in the regions. Given the current challenging economic climate it is vitally important that the NRP ensures that infrastructure investment plans for the BMW Region are prioritised and fully implemented. 
5. Recommendations
5.1 Engagement

The National Reform Programme, in accordance with the EU2020 principles should commit the Irish Government to regular and structured engagement with Regional Bodies, with a more explicit role for regions in the annual review of the programme.  The process of preparing and monitoring the strategy should engender awareness, partnership and ownership of the programme.  The draft NRP should be issued to all relevant bodies as part of the consultative process, prior to its finalization.
5.2 Role of sub-National Authorities

The competencies of sub-national authorities in Ireland related to the delivery of key elements of the National Reform Programme should be recognised.

5.3 Regional Indicators and Trend Data
The National Reform Programme should present regional specific trend data on key indicators in order to present a more accurate and comprehensive picture of the relative progress of Ireland’s regions (see suggested list of indicators attached), along with a commitment that these key indicators will be subject to annual monitoring and reported in the annual implementation review of the NRP. 
5.4 Regional Targets

Ireland should set regional targets for each of its primary measures, as provided for in the NRP Guidelines provided by the EU Commission..
5.5 Regional Competitiveness

The NRP should contain an acknowledgement that national competitiveness is founded on the competitiveness of cities and regions within Ireland, with a commitment to pay greater attention to the measurement and benchmarking of the competitiveness of Ireland’s regions.
5.6 Territorial Cohesion

The NRP should set out how the differing conditions that prevail at regional level in Ireland will be addressed and how the persistent regional diparities will be overcome.  This should be reflected inter alia in a more explicit spatial dimension in future national plans and policies.  In addition the NRP should contain a re-affirmed commitment to the full implementation of the National Spatial Strategy.

	
	
	BMW Region
	S&E 

Region
	Ireland

	Economic Growth
	GVA per Capita (2007)
	69.3
	111.2
	100

	
	GVA per Capita at Current Market Prices (2007) (EU27=100)
	102.7
	164.8
	148.2

	
	Annual Growth in GDP per Head 2000-2007 
	3.0%
	3.6%
	EU27=1.8% 

	Lisbon Strategy Performance Measure
	The Lisbon Index 2010

(268 NUTS II Regions)
	147th
	113th
	11th (EU27)

	Competitiveness
	EU Regional Competitiveness Index 2010 Ranking
	129th
	43rd
	9th

	
	
	(268 NUTS II Regions)
	(EU27)

	Employment
	Unemployment Rate 

(2010 Q3)
	15.1%
	13.5%
	13.9%

	
	Total Labour Force 000s (2010 Q3)
	551.9
	1,598.6
	2,2150.6

	
	Participation Rate 

(2010 Q3)
	58.6%
	62.2%
	61.2%

	Income
	Disposable Income per Person (2007) (State=100)
	93.4
	102.4
	100

	
	Disposable Income of Private Households (2007) (EU27=100)
	100.2

(172th)
	112.6

(114th)
	

	
	
	(268 NUTS II Regions)
	

	Poverty
	At risk of Poverty Rate (2009)
	Border 14.1%

Midland 23.5%

West 14.1%
	Dublin 8.3%

Mid-East 14.6%

Mid-West 18.9%

South-East 18.3%

South-West 14.7%
	Ireland 15.5%

13th  (EU27)

	Research
	Total R&D Expenditure as a % of GDP (2007)
	1.29
	1.28
	

	Accessibility
	ESPON Ireland Multimodal Accessibility Index (EU27=100)
	55.8
	78.42
	

	Inward Investment
	% of Investments locating outside Greater Dublin and Cork (2010)
	37%

	
	% of Jobs locating outside Greater Dublin and Cork (2010)
	45%

	Tourism
	Overseas Visitors 000s (2009)
	1,980 (30%)
	4,575 (70%)
	6,555

	
	Revenue Generated by Overseas Visitors €m (2009)
	611 (20%)
	2,504 (80%)
	3,115


