
1. Introductory remarks
Today Ireland enjoys the many economic

advantages that come with full membership of the

European Union. One crucial advantage is that

Irish policy makers Ð in both the public and

private sectors Ð have been able over the past

decade to engage in investment planning in a

more stable environment, with the co-operation

as well as with the active financial support of

other member states through the medium of

generous Structural Fund development aid. 

As a consequence, in todayÕs increasingly

internationalised economy, some elements of

domestic policy-making autonomy have been

ceded by small states (such as Ireland) to

supranational organisations (such as the

European Union). The policy-making autonomy

of small nation states wishing to be integral parts

of the international economy is now heavily

circumscribed and recognising this fact, and

exploiting the consequences, is a wise exercise of

national sovereignty. 

National development planning in the less

developed EU member states revived in the late

1980s in the context of enlargement of the EU

regional aid budget. Four major driving forces of

EU regional policy set the scene for dramatic

changes in public policy making in the lagging

regional states:

(a) The progressive enlargement of the

EU after its foundation in 1956 Ð when there had
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been a degree of homogeneity at the national

level Ð brought about an ever-increasing degree

of socio-economic heterogeneity with the entry

of Ireland (1973), Greece (1982), Portugal and

Spain (1986). This brought about a growing

willingness to address regional disparities within

nation states as well as between states. Today, the

EU is faced with a new enlargement, involving a

group of very low-income states from Central and

Eastern Europe (CEE), and EU regional policy

faces new challenges.

(b) In addition to the simple aspect of

enlargement, the internal and external 
socio-economic challenges faced by the

member states and regions became more

complex and forced EU policy makers to address

the task of preparing weaker states and regions to

handle such initiatives as the Single Market

(SEM), Economic and Monetary Union (EMU)

and more recently the need to prepare for the

transition of economies of Central and Eastern

Europe to EU membership.

(c) While all nation states operated internal

regional policies of various types, what was

different about EU regional policy was that

significant financial resources were made

available by the wealthier member states to fund

regional policy initiatives in a limited number of

the poorer member states as well as poorer

regions of states. The available EU budget had

initially been dominated by the need to support

the Common Agricultural Policy (CAP), but there

were major expansions in resources to fund

regional development aid through the so-called

Community Support Frameworks (CSFs) of

Structural Funds over the periods 1989-93, 

1994-99 and 2000-06.

(d) Finally, the state of economic theory
had a significant influence on the expansion of

resources for regional development within the

EU. Another driving force of EU regional policy

came from the insights and guidance provided by

theory, in particular by advances in the ÒnewÓ

trade and growth theories of the mid-1980s

(Helpman and Krugman, 1985; Barro and 

Sala-i-Martin, 1995) and in economic geography in

the 1990s (Fujita, Krugman and Venables, 1999).

The reform of EU regional investment aid

programmes into fully integrated CSFs in the late

1980s presented EU as well as national policy

makers and analysts in recipient countries like

Ireland with major challenges. The political

rationale behind the CSF had come from the fear

that not all EU member states were likely to

benefit equally from the Single Market, whose

purpose was to dismantle all remaining non-tariff

barriers within the Union. In particular, the less

advanced economies of the Southern and

Western periphery (mainly Greece, Portugal,

Spain and Ireland) were felt to be particularly

vulnerable unless they received development aid

(Cecchini, 1988).

What was special about the reformed regional

investment aid policies was their goals, i.e., the

provision of financial aid to assist the design and

implementation of policies whose explicit aim

was to transform the underlying structure of the

beneficiary economies in order to prepare them

for exposure to the competitive forces about to

be unleashed by the Single Market and EMU.

Thus, CSF policies moved far beyond a

conventional demand-side stabilisation role of

public expenditure policies, and were directed at

the promotion of structural change, faster 

long-term growth, and real convergence through

improvement of mainly supply-side processes. 

Ireland, together with Portugal and Greece,

were the only countries designated in their

entirety as Objective 1 (i.e., countries whose
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general level of development lagged behind that

of the EU average and whose GDP per head was

less that 75 per cent of that average). Such

countries (as well as large regions within Spain,

Italy, Germany and the United Kingdom) received

very generous development aid, measured as a

share of GDP or as a share of total public

investment. In the cases of Greece, Ireland and

Portugal, the resulting CSFs came to dominate the

entire programme of public sector investment

expenditure in each country. In the Irish case, this

had important implications for monitoring and for

evaluation procedures in the entire public sector.

A second important factor in the Irish case is

that domestic public investment policies shifted

from a purely domestic process, buffeted by the

short-term exigencies of maintaining balance in

the public finances, to a more stable longer-term

process that was carried out in co-operation with

the European Commission. Of course, in Ireland

as in the other aid recipients, there continued to

be a very natural desire to maximise local control

over design, monitoring and evaluation of

development policy. However, the ceding of some

policy autonomy to the Commission in Brussels

generated minimal friction since the whole

Structural Fund process was perceived to be a

genuine partnership that allowed successive Irish

administrations to break with the previous

process of annual capital budgeting and put in

place development plans of much longer

duration (i.e., five, six and seven years), and to

finance them with far less difficulty in terms of

increased public sector borrowing or taxation.2

The strict monitoring arrangements that were

mandatory for the Structural Funds, as well as the

need to carry out ex-ante, mid-term and ex-post
evaluations served to promote and guide applied

economic research agendas in Ireland since 1989.

Indeed, research at the most aggregate level of

monitoring/evaluation became something of an

Irish area of specialisation during the past decade,

and some of the approaches developed came to

widely used in other recipient countries as well as

by the Commission itself.3 More recently, Irish

researchers have collaborated with and advised

applicant states in Central and Eastern Europe,

where the development challenges have many

similarities to those faced by the present EU

periphery countries, but are of a much more

challenging nature.4

Why might the Irish experience of

monitoring/evaluating EU Structural Fund aid be

of interest to other CEE policy makers? First, some

of the background of how the Structural Fund

monitoring was initiated and evolved over the

decade since 1989 may be of interest. Techniques

of monitoring/evaluation are still evolving, and

have grown in their degree of formality and

sophistication over the years. The CEE applicant

states are coming to this process after a decade of

evolution in which they have not yet participated.
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Second, an Irish perspective on the crucial

interdependencies between the monitoring and

the evaluation of Structural Fund programmes

may also be of interest. The Irish experience is that

monitoring and evaluation are best seen as a very

integrated process rather than as two completely

separate and unrelated processes. Perhaps

definitions of these two terms - monitoring and

evaluation - may be useful at this stage:

Monitoring: This term is usually used to

describe the verification of adequate compliance

with policies agreed and codified in the CSF

treaties and their supporting documents,

including financial aspects (was funding spent

according to the plan?), as well as the collection

and analysis of relevant activity and performance

indicators (length of roads built, numbers of

people trained, etc.).

Evaluation: This term refers to the

examination of whether the Structural Fund

programmes implemented actually brought

about the achievement of the desired goals. This

involves the tracing out and quantification of the

chain of causality between structural measures

being applied and the securing of intended

objectives. At the most aggregate level, the basic

question is whether or not the Structural Fund

programmes taken as a whole promoted

convergence (or cohesion).5 At the most detailed

level, one might seek to evaluate how an

individual project (such as the construction of a

specific section of new road, the execution of a

specific training scheme, or the provision of a

specific aid to company export marketing) 

increased economic efficiency or addressed

market failure.

However, not all aspects of the Irish

experience of monitoring and evaluation are

likely to be equally relevant to CEE policy makers

and analysts. For example, Ireland is a very small

country, with a population of 3.8 million. It also

has a very centralised system of public

administration and has never had to address the

challenges that large countries like Poland,

Romania and Hungary face in tackling serious

regional disparities within partly devolved

regional administrations. Furthermore, by the

time the Structural Fund aid arrived in 1989,

Ireland had been an EU member for 17 years and

had a reasonably well functioning market

economy and market-based institutions.

In particular, in Ireland the transparent

systems of accountability for domestic public

finances had been well established long before

the arrival of EU financial aid. These existing

systems, with relatively minor modifications, were

broadly used to receive and record EU aid, to

combine it with domestic co-finance in the

appropriate proportions, and to monitor its

disbursement to institutions, firms and

individuals who operated approved schemes.

Thus, the actual financial monitoring of the

Structural Funds posed few new challenges for

Irish policy makers and created few problems for

the European Commission. Perhaps this

encouraged increased emphasis on monitoring of

physical activity indicators (i.e. outputs) as well as

on programme evaluation (i.e. causality and

achievements of targets).
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Monitoring of Structural Funds in Ireland has

always gone far beyond the simple verification of

adequate compliance with agreed policies. Those

responsible for monitoring tend to ensure that

best value for money is obtained in achieving the

stated goals of the underlying National

Development Plans. In particular, the EU aid is

never treated as ÒfreeÓ money. Rather the same

Òopportunity costÓ is used for EU as for purely

local expenditures. If a project cannot be justified

in terms of purely domestic funding, it tends not

to be approved for Structural Fund purposes. In

simplified terms, what the Structural Funds

permitted was a level of public investment that

was considerably higher than would have been

possible if all public expenditure had to be

financed by domestic tax revenue or borrowing.

Ireland receives EU funding through two

main channels: the price support system of the

Common Agriculture Policy (CAP) and Structural

Funds, including the Agricultural Guidance and

Guarantee Fund (EAGGF). In what follows we

ignore the former (price support) element and

focus on the latter (Structural Fund) element.

It is of interest to explore the role of

Structural Funds within three separate themes:

a. Institutional and organisational aspects of

EU funds

b. Procedures and instruments associated

with EU funds

c. Interrelations of monitoring, evaluation

and management of EU funds

Having explored these themes in the

following three sections, in the remainder of the

paper we turn to some broader issues. In section

5 we consider the types of economic models that

are needed to carry out evaluations of the

aggregate impacts of Structural Funds on an

economy. In Section 6 we consider how such

models have been developed and used in the

main cohesion countries, in regions such as East

Germany, and are beginning to be used in some

applicant states such as Latvia and Estonia. We

conclude in Section 7 by asking the question of

the extent to which IrelandÕs recent period of fast

growth was purely the result of Structural Fund

aid, or the result of a combination of other factors.

2. Institutions and organisation of
Structural Funds

The Irish institutional and organisational 

set-up of National Development Planning for

Structural Funds has important horizontal and

vertical elements. Concerning horizontal aspects,

an active system of Social Partnership has always

operated in Ireland, and this has been

increasingly formalised since the year 1986, i.e.,

just before the enlargement and reform of

Structural Fund aid in the year 1989. The Social

Partnership consists of the main Trade Union

organisation (The Irish Congress of Trades

Unions, ICTU), the main employers organisation

(the Irish Business and Employers Confederation,

IBEC), the main Farmers organisations,

representatives of the unemployed and socially

excluded, and Government. This Social

Partnership operates at the very heart of strategic

policy-making, and in particular is a vehicle used

to negotiate a social pact every three years that

covers issues such as wage determination, the

level of social support and many other aspects of

government policy. The Social Partners tend to

become involved in the monitoring of EU funds

mainly through participation in Steering
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Committees for the individual Operational

Programmes of the Structural Funds. Social

Partners also lobby government on the

formulation and priorities of the National

Development Plans that precede the agreement

of the CSFs with the European Commission. But

they are not normally involved directly in actual

policy decisions. 

Concerning vertical aspects, it must be

stressed that regional government in Ireland is

very weak, with little or no policy-making

discretion and no fund-raising powers. The small

size of the country has tended to encourage

centralisation in policy-making, particularly in

aspects such as planning the physical infrastructure

of the country in an integrated way, and in ensuring

that systems of education and training, as well as

investment incentives, were designed with national

interests and standards in mind.

The first two EU Structural Funds (or CSFs)

covered the periods 1989-93 and 1994-99, and

were designed and implemented with a purely

national focus. For the purposes of these CSFs,

the whole country was designated as Objective 1,

i.e., as a lagging region in need of development

and structural adjustment. These CSFs were

designed and administered centrally, by various

Government Departments as will be described

below. The nature of monitoring was determined

at the implementation stage. For example, the

actual constructions of roads were administered

at the level of Local Government, which also had

a role in monitoring progress. Education and

training schemes were designed by the

responsible Central Government department and

administered through a mix of central institutions

(such as the national training agency, FAS) as well

as through vocational schools, which came under

the control of Local Government.

In summary, it could be said that the first two

Irish CSFs were designed, monitored and

evaluated within a system that had strong

horizontal elements, but only limited vertical

elements. Only at the implementation stage did

vertical organisational elements come to the fore.

This had implications for outsourcing for CSF

evaluation. Prior to the year 1996, almost all

evaluation, and some aspects of monitoring, of the

CSFs were commissioned by the responsible

Central Government departments and carried out

by private consultants, under remits set by the

government. At the very lowest level of

monitoring and evaluation of individual projects,

as well as of Operational Programmes, this work

was usually undertaken by firms of private

consultants in the commercial sector. More

aggregate analysis (at the level of the entire CSF),

as well as analysis requiring technical or research

aspects, were usually carried out by organisations

such as the Economic and Social Research

Institute (ESRI), a private research institute

supported by a state grant to carry out research

on issues of widespread public importance.

Individual government departments also carried

out some evaluation Òwithin-houseÓ, and of course

were responsible to the European Commission for

the monitoring of expenditure of funds.

The above situation was adequate in the early

stages of the CSFs, but was acknowledged to be

less than ideal. In order to bring a greater degree

of uniformity to the monitoring and evaluation

function, in 1996 the government set up a

centralised CSFs Evaluation Unit, which reported

to the Monitoring Committee of the Technical
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Assistance Operational Programme.6 This is a

relatively small unit, with some 20 staff on a

mixture of short and long-term contracts, whose

function is to advise and assist the government

and the European Commission on the evaluation

of EU Structural Fund programmes. It also

promotes co-ordination and best practice in

Structural Fund evaluation work, as well as acting

in the role of Òevaluator of the evaluatorsÓ. In

other words, much of the evaluation work is still

outsourced, but the CSF Evaluation Unit ensures

that high quality and best practice standards are

observed.7

The Managing Authority for each Operational

Programme of the CSF is vested in a range of

different bodies. Taking the latest CSF for the

period 2000-2006, the Managing Authority for the

overall CSF is the Department of Finance and

there are seven Operational Programmes, as set

out below:

1) Economic and Social Infrastructure (Dept

of Environment and Local Government)

2) Employment and Human Resources

Development (Dept of Enterprise, Trade and

Employment)

3) Productive Investment (Dept of

Enterprise, Trade and Employment)

4) Border, Midlands and West Regional

Programme (BMW Regional Assembly)8

5) Southern and Eastern Regional

Programme (S&E Regional Assembly)

6) Peace Programme (Special EU

Programmes Body)9

7) Cohesion Fund (Department of Finance)

The principal responsibilities of the Managing

Authority for each Operational Programme is as

follows:

(a) Chairing and providing the secretariat for

the Monitoring Committee.

(b) Assembling statistical and financial

information required for monitoring and

supplying this information to the CSG Evaluation

Unit in the Department of Finance.

(c) Drawing up an annual implementation

report for approval by the Monitoring Committee

and for submission to the European Commission.

(d) Submitting payment claims to the paying

authorities for Structural Funds.

(e) Ensuring that EU funded expenditure is

properly accounted for and managed.
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(f) Ensuring compliance with EU policies on

public procurement, publicity, the environment

and equality.

Each Operational Programme and the CSF as

a whole, is supervised by Monitoring Committees,

whose membership has remained fairly stable

over all previous CSFs. Typically, there are

representatives from the Managing Authority, the

Department of Finance (which exercises a general

supervisory role), other Government

Departments and public bodies involved in

implementation of programme measures,

representatives from the regional assemblies and

from the Social Partners (all pillars). In addition,

there are representatives of equal opportunity

and environmental interests drawn from relevant

Government Departments or other statutory

bodies.

The Monitoring Committee is responsible for

decisions regarding EU co-funded measures in

the Operational Programmes, including decisions

on the reallocation of co-funded expenditure

between measures within the Operational

Programmes or between Operational Programme

in the case of the overall CSF Monitoring

Committee. They are also responsible for the

mid-term review of the Operational Programmes

in conjunction with the CSF Evaluation Unit in

the Department of Finance. As regards operating

procedures, each Monitoring Committee is

responsible for drawing up its own rules of

procedure and agreeing them with the Managing

Authority and the Department of Finance. The

Monitoring Committee is chaired by a

representative of the Managing Authority.

The Department of Finance is the Managing

Authority of the overall CSF and has

representatives on all the other Operational

Programme Monitoring Committees. All statistical

and financial information must be supplied to the

Department of Finance acting in its role as CSF

Managing Authority. The special character of the

EU funded programmes is that they oblige the

Irish government to carry out monitoring and

evaluation in the full glare of publicity. Hence, the

Social partners and the European Commission

authorities are an integral part of the monitoring

and evaluation system. This has obvious and

tangible benefits.

In general, it can be said that all domestic

public expenditure is monitored and evaluated

with a high degree of diligence. When standards

fall below the acceptable, the Comptroller and

Auditor General highlights the facts in his annual

report to Parliament, and this usually attracts the

full glare of media and public attention. 

3. Procedures for monitoring
Structural Funds

Three aspects can be distinguished here:

financial, physical and socio-economic. With

respect to the financial focus, the monitoring of

EU funded programmes builds on and extends

the underlying monitoring systems that are used

for all domestic public expenditure. With respect

to financial accountability, within the Irish public

sector no distinction is made between purely

domestic expenditure and programmes involving

co-funded EU expenditure such as the CSF. Of

course, the technical aspects of financial

accountability for co-funded EU programmes

must be set up in a more open and internationally

accountable way, but the underlying principles of

accountability and procedures are the same

across all public expenditure. 
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With respect to physical monitoring, this

tends to reflect the nature of the particular

Operational Programme or project within an

Operational Programme. The systems used

depend on whether or not there are

ÒintermediateÓ funding agencies involved that

interface between central government and

individual grant-aided projects. For example,

projects within the Operational Programme for

Economic and Social Infrastructure are managed

by the Department of Environment and Local

Government. Actual projects (such as roads,

ports, etc.) tend to be commissioned by Local

Government authorities as approved by the

Department and the National Roads Authority.

Physical monitoring will involve a process of data

flow from individual projects, to the

implementing Local Authority or the National

Roads Authority (in the case of national

highways), and from there to the Department and

the Operational Programme Monitoring

Committee.

In the case of projects within the Operational

Programme for Employment and Human

Resources Development, these are

commissioned by the Department of Enterprise,

Trade and Employment and are delivered mainly

by state training agencies, universities and

colleges of technology. Physical monitoring takes

place within the state training agency, the

universities and the colleges of technology, and

data are fed up to the Monitoring Committee

chaired by the Department as Managing Authority.

Aid to the productive sector (investment

incentives, management training, marketing and

design, trade fairs, etc.) is administered mainly by

the two state agencies: Enterprise Ireland (with

responsibility for local industry) and the

Industrial Development Agency (IDA) (with

responsibility for attracting foreign direct

investment). Once again, the physical monitoring

takes place within these two agencies, and data

are fed up to the Monitoring Committee.

The new regionalisation of Ireland (into a

poorer Border-Midlands-West region and a more

developed South-East region) poses very difficult

problems in terms of the role that the two new

regional Assemblies will play in monitoring and

evaluating their respective Operational

Programmes during 2000-2006. As the paper by

Morgenroth (2000) describes, the political and

administrative modalities of regional devolution

in Ireland in the context of EU funding have yet to

be worked out. Pending new arrangements, it is

likely that the Department of Finance, together

with the Department of Environment and Local

Government, will play a key role is making sure

that all monitoring and evaluation procedures 

are followed.

Aspects of EU programmes related to socio-
economic impact tend to be handled by

specialist agencies such as Combat Poverty and

the National Economic and Social Forum
(NESF), with basic research provided by

organisations like the Economic and Social

Research Institute and the universities. In the

case of the ESRI, a large-scale and regular survey

of living conditions is carried out and used to

examine the longer-term impacts of public policy,

including EU-funded policies. In addition, the

ESRI has developed a range of macroeconomic

and sectoral models that are used for CSF

evaluation exercises.

During the first two CSFs (1989-93 and 1994-

99), there was little or no standardisation of

monitoring indicators. The selection of indicators

varied between Operational Programmes. In the

case of basic infrastructure projects, the selection
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of performance indicators is relatively simple

(kilometres of roads constructed, additional

telecommunication capacity, upgraded rail links,

etc.). For projects aimed at employment and

human resources, performance indicators are

also relatively easy to design, although in the case

of employment there are usually many other

forces influencing the outcome, particularly in the

private sector. As part of the remit in monitoring

and evaluation, external consultants were 

usually asked to devise monitoring and

performance indicators.

The difficulties tended to arise in the design of

impact indicators, i.e., measures of how effective

the policy interventions were in achieving the

targets and goals of the programmes. For

example, shorter travel times over specified road

links usually result when the roads are first

improved, but often degrade again as traffic levels

build up and congestion problems occur.

In the mid-term review of the Irish CSF 

1994-99, a review was carried out of the

collection, analysis and review of performance

indicators by the various Monitoring Committees

(Honohan (ed.), 1997). In the case of the large

programme of economic infrastructure,

shortcomings regarding indicators were

highlighted, including the absence of indicators

in some sub-programmes, the very broad nature

of indicators relating to infrastructure

telecommunications upgrades and postal

services. Across all the Operational Programmes

the feeling was that the development of

monitoring indicators was an inexact science, and

it tended to be handled in an ad-hoc manner,

depending on the nature and quality of data

flowing from individual projects. In Operational

Programmes below a certain size, monitoring data

were expensive to collect and were not very

useful. In Operational Programmes above a

certain size, and where only a limited number

were involved, mainly in the public sector,

monitoring indicators were easier to gather 

and process.

At present there are no centralised IT-based

systems to handle all aspects of EU-funded

programmes. Such systems are under

development in the IT section of the CSF

Evaluation Unit and are due to be commissioned

and implemented within the next few months.

The experience gained in operating the previous

manual and partially computerised systems has

provided an invaluable guide to the systems

analysts as they designed a uniform data-driven IT

system. For the near future, both systems will be

run in parallel.

4. Interrelations of monitoring,
evaluation and management

The simplest form of monitoring and

management operates through the phased

payments made to individual projects. A fraction

of the funds are paid up-front. Subsequent

payments are made only when project milestones

are met and documentary evidence produced to

accompany any demand for payment. At this

simple level, monitoring tends to be used as a

ÒcontrolÓ tool rather than as a ÒmanagementÓ tool.

However, there are wider issues involved

here. Monitoring operates in its most detailed

form at the level of individual projects. Evaluation

tends to take place at the level of Operational

Programmes and sub-Programmes, other than for

very large-scale individual projects (e.g., the

construction of electricity power stations).10
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During the mandatory mid-term review, each

Operational Programme is evaluated in great

detail, based on the existing monitoring data. This

work is almost always outsourced and carried out

by specialised and expert consultants. Shortly

afterwards, all the mid-term evaluations of the

Operational Programmes are collated and used as

inputs to a full macroeconomic evaluation of the

entire CSF. An example of this aggregate mid-term

evaluation, carried out by the Economic and

Social Research Institute, was published as

Honohan (ed.), 1997.

So, the interrelation between monitoring and

evaluation takes place in its simplest form as a

process of collection of data at the level of

individual projects, and the subsequent

systematic aggregation of those data into full

Operational Programmes and into the complete

CSF. However, evaluation at the level of individual

projects is also a part of large-scale projects, such

as those mentioned above. Here, an ex-ante cost-

benefit analysis will be an essential element of

evaluation at the proposal stage, before approval

for funding. This process can often throw up

difficult problems and choices, for example what

is the correct Òopportunity costÓ of labour, even

when the level of unemployment is high?

The CSF is designed to ensure that good

choices are likely to be made ex-ante. So, the

European Commission insists on an ex-ante
evaluation of any proposed National

Development Plan, which must include a full

macroeconomic evaluation of the likely impacts

of the plan on the ÒcohesionÓ objective. In the

Irish case, an example of such an ex-ante
evaluation of CSF 1989-93 was published by the

ESRI as Bradley et al, 1992.11

No matter how careful the ex-ante evaluation,

problems always arise during a CSF. In some

cases, these problems become clear when

negative side effects of programmes manifest

themselves. In other cases, rapid changes in

technology occur as the CSF is implemented, in

areas that were not envisaged at the time of

drawing up the original National Development

Plan upon which the CSF was based. These types

of problems tend to be identified during the mid-

term evaluation, at a time when consideration is

being given to any follow-up CSF a few years

down the line.12 In the above referenced ESRI

mid-term review of CSF 1994-99, the authors

designated what they called ÒsunsetÓ and 

Òsun-riseÓ areas in the CSF, and we illustrate some

of these below.

Sunset areas:
(a) Poorly designed schemes of rural relief

(e.g., headage payments for mountain sheep,

which resulted in environmental degradation and

no increased production..

(b) Under-priced business services (e.g.,

subsidised venture capital services by the state

development agencies).

(c) Proliferation of local development

entities that get in the way of larger regional and

national initiatives that offer better outcomes at

the local level.

(d) Expansion grants for immobile firms,

where there is often a very high dead-weight

element.
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In fact, it had never occurred to the ESRI authors that such an evaluation would be of wider international interest! After

making manuscript versions of the report available to anybody who requested one, the ESRI eventually realised that there

was a wider interest and published the report.



Sun-rise areas:
(a) Investment in the new broad-band

telecommunications (to facilitate inward

investment in the IT industry).

(b) Greater provision of managed urban

transport (made increasing necessary by the

growing congestion in the national capital and

elsewhere).

(c) Upgrading of rural networks in areas such

as telecommunications, electricity, television and

roads.

(d) More reliance on pricing mechanisms in

projects.

These areas were identified in the mid-term

evaluation of CSF 1994-99 and the lessons were

incorporated into CSF 2000-06. Six years had

separated the design stages of these two CSFs.

This is such a long period that the particular need

to carry out a thorough and searching ex-ante
evaluation of national development requirements

must be emphasised. Mistakes of omission or

commission made in the design of the CSF can be

costly and opportunities to engineer structural

changes and modernisation can easily be lost.

Prior to the year 1989 (when the first CSF

started), there had been no culture of carrying

out detailed national planning in the full glare of

publicity and with a process of consultation that

involved oversight by a supra-national agency like

the European Commission. Of course, previous

national plans had been developed, starting in

1958 with the path-breaking First Programme for
Economic Expansion. But these had been

ÒindicativeÓ or aspirational plans, and never

committed the government to public expenditure

programmes spanning many years (and possibly,

many administrations!). The level of evaluation of

these earlier plans was very limited, even if

monitoring of public expenditure was carried out

carefully through the annual budgetary process.

The high and rigorous level of monitoring

and evaluation of the CSFs served to transform

the culture of these practices in Ireland. Back in

1989, monitoring and evaluation tended to

carried out in a grudging way simply because it

was required in order to gain access to EU funds.

Since then, the utility of monitoring and

evaluation has made it a part of public culture.

Not only are such standards required within the

public sector, but also the European

CommissionÕs requirement that these be carried

in the public domain has generated interest all

across civil society. This has been assisted by the

pro-active stance on publication.

We interpret ÒpublishedÓ as meaning the

placing of the results in the public domain by

means of printed reports and monographs, as

well as in the form of postings on web sites.13 An

obvious form of publication consists of

ÒinspirationalÓ accounts of particularly significant

EU programmes, written in an informal way and

usually lavishly illustrated by coloured

photographs. These clearly serve an important

purpose in bring home to the general public how

EU funds are aiding development at the very basic

human level. Even the European Commission

published such documents. An example is the

recent publication of A European success story:
EU regional policy in Ireland published by the

Commission this year.
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Detailed monitoring results tend not to be

published, although could be regarded as being

in the public domain. Project evaluations (in the

case of large-scale projects such as mentioned

previously) as well as evaluations carried out at

the Operational Programme or sub-programme

level, are usually placed in the public domain and

could be considered as ÒpublishedÓ. However,

their readership would be very limited, and the

form of publication would usually be simple Òring-

boundÓ photocopies of the original report. In

effect, these reports are best regarded as inputs to

the Operational Programme Monitoring

Committees and tend to be read only 

narrowly within the relevant government

departments and agencies.

Where there is an important role for proper

publication is either at the aggregate CSF

evaluation level or when special research studies

are carried out on particular Operational

Programmes, sub-Programmes or Projects. Three

example of the publication of analysis at the

aggregate level would include the first ex-ante
evaluation of the Irish CSF 1989-93 (Bradley et al,
1992); the mid-term review of the Irish CSF 

1994-99 (Honohan ed.), 1997; and the ex-ante
exploration of national investment priorities for

the most recent Irish National Development Plan

(Fitz Gerald et al, 1999). An example of a

research-based evaluation of aspects of the ESF

labour market programmes was Denny, Harmon

and OÕConnell (2000). An earlier examination of

the role of EU loan instruments through the EIB

is Honohan, 1992. When placed in the context of

a wider domestic public interest in Irish economic

development, and given the large size of the EU

funds as a proportion of GDP, such published

studies usually generate a high degree of interest

and present relatively accessible accounts of how

the CSF adds up to produce significant increased

growth and employment.

5. Was Ireland a case study of
successful EU regional policy?

The original Cecchini ex ante study of the

impact of the Single Market had been based on

analysis of the four largest EU economies plus

Belgium and the Netherlands, and the EU-wide

results (including Ireland and the other poorer

countries) were then derived by grossing up the

results for these six economies (Cecchini, 1988).

This presented an inaccurate picture of likely

developments in the periphery, however, since

developmental processes in the periphery tend to

be quite different from those pertaining to the core.

A central element in the analysis of the likely

implications of the SEM and EMU for the poorer

EU member states concerned their impact mainly

on the manufacturing sector, which consists of

both tradable and non-(internationally)-tradable

components. Activity in manufacturing is

determined mainly by a combination of

international cost-competitiveness and domestic

and world demand. The greater the tradable

component, the larger the impact on output of

world demand relative to domestic demand.

Among the poorer peripheral economies in 1989,

Ireland was the most open of the four economies

in this regard, and Spain the least open.

For the four cohesion economies, the effects

of the Single Market on manufacturing fall into

different categories. For example, ÒstaticÓ effects

are those that arise as various sectors expand and

others contract in each country in the wake of EU

market integration. To determine which sectors

are likely to expand and which contract, use was

made of a detailed study of the competitiveness

of industrial sectors in each EU country carried
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out by the European Commission (OÕMalley,

1992). The successful sectors expand through

capturing increased foreign market share and the

unsuccessful sectors decline through losing

home-market share. Research suggested that the

ÒstaticÓ shock was positive for Ireland, marginally

negative for Portugal, moderately negative for

Spain and strongly negative for Greece. The

reason for this was that Ireland and Portugal have

the largest shares of employment and output in

the sectors in which these individual countries

were expected to benefit from the Single Market,

relative to those in the country-specific sectors

that were expected to be adversely affected..

For both Spain and Portugal, however, the

adverse ÒstaticÓ shocks were more than

compensated for by beneficial ÒlocationalÓ effects,

by which is meant the increased foreign direct

investment (FDI) inflows that these economies

had experienced. These increased inflows can be

ascribed either to EU entry or to the Single

Market programme. To the extent that the SEM is

responsible, the net ÒstaticÓ plus ÒlocationalÓ

effects for Ireland, Spain and Portugal were all

found to be positive, but were negative for

Greece. Finally, Ògrowth-dependentÓ effects arise

since, with further trade liberalisation increasing

the proportion of internationally tradable relative

to non-tradable goods, the periphery economies

will be more strongly affected by growth in the EU

core than is the case at present. The converse is

also the case, and economies like Ireland are now

more affected by world recessions than when

they were less open to the international economy.

Of course, one of the main reasons for the

introduction of the Community Support

Framework of development aid, consisting of the

1989-93 and 1994-99 packages, and currently the

2000-06 package, was the fear that gains to core

countries from the Single Market would dominate

the gains to the periphery. The expanded CSF

programmes of regional development aid were

designed to prevent this relative disadvantage in

the poorer countries. These programmes had

effects on both the demand-side of the economy

(in the sense of increasing aggregate spending)

and on the supply-side (in the sense of increasing

the productive capacity of the economy). The

mechanisms underlying the first set of demand

effects are far simpler than those underlying the

second set of supply-side effects. There were

three main channels through which the 

supply-side effects operate: the CSF improves the

physical infrastructure of the economy, raises the

level of human capital (through enhancing 

the skills and education of the labour force), 

and directly assists the private sector by

subsidising investment. 

Appropriately enough, since Greece was

found to benefit least substantially from the

Single Market, it, along with Portugal, benefited

most substantially from the CSF. The benefits to

Ireland and Spain were very much less. The

relative size of these effects was due primarily to

the relative size of the CSF funds allocated to each

economy. For example, although Ireland did well

in per capita terms from the CSF allocations, its

relatively large GDP per head meant that the CSF

allocations as a ratio of GDP were smaller than the

equivalent ratios for Greece and Portugal.

After a full decade of Structural Funds and the

Single Market, how have the cohesion countries

performed? In Table 1 we show the convergence

experience of these four countries, where it is

seen that some quite rapid convergence has taken

place in recent years. 
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Adaptation to the competitive rigors of the

Single Market and efficient use of Structural

Funds underpin the dramatic convergence of

Ireland that coincided with the implementation

of the new EU regional policies. One is tempted

to suggest that the combination of openness and

the use of Structural Funds were the primary

forces driving Irish convergence, but of course

the full picture is more complex. Many other

domestic issues were associated with accelerated

Irish growth, such as the growth of human capital,

fiscal stabilisation, social partnership, etc.

Nevertheless, it is the policy of openness and the

use of Structural Funds that served to distinguish

Ireland from, say, Greece, which had a similar

distance to travel but which has only recently set

its wider policy framework in the context of

embracing internationalisation. Portugal, on the

other hand, is in the process of repeating Irish

success. It remains to be seen if these countries

can sustain their convergent behaviour in times of

recession as well as in times of growth. 

Looking at the way poorer regions can seek

to accelerate their growth rate in order to catch

up, it has been suggested that the Irish

experience is essentially a working out of

Marshallian externalities (Krugman, 1997); i.e.,

(a) An initial clustering of similar industries

(often foreign owned and in the high technology

areas such as computer equipment, software and

pharmaceuticals) supported by local suppliers of

specialised inputs subject to economies of scale.

This process was started by incentives based

mainly on a policy of very low rates of corporate

taxation with high rates of personal income tax

and indirect taxes;

(b) These clusters generated a local labour

market for skilled workers that further facilitated

the growth of the cluster. At this stage, the

training and human resource policies of the

Structural Funds were crucial aid in ensuring

elastic labour supply;

(c) Spillovers of information further

encouraged growth in the high technology

sectors and provided the basis for additional

clustering effects, often in traditional areas that

could benefit from new technologies in their

supply chains (e.g., food processing). Here, the

improvements in physical infrastructure and in

the productive environment supported by the

Structural Funds were crucial.

(d) Finally, a consensual process of social

partnership needed to be put in place to ensure

that there were as few losers as possible in the

economic restructuring that accompanied such a

virtuous circle, with the result that growth was

less likely to be choked off by industrial unrest.

Although there were valuable lessons to be

learned in Ireland from wider EU experience in

this area, the policies put in place tended to be

country specific.
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Table 1: Relative GDP per capita in purchasing power parity terms (EU15 = 100)

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Ireland 69.6 73.3 76.3 79.3 82.4 86.8 92.1 92.9 101.6 107.0 111.4 114.3

Spain 75.6 76.5 80.9 78.9 79.5 77.6 78.1 79.1 79.4 80.4 81.6 82.1

Greece 59.9 58.3 60.6 62.0 63.9 64.7 65.8 66.7 65.6 65.8 66.9 67.1

Portugal 59.7 61.0 64.4 65.4 68.0 69.8 70.5 70.1 73.4 74.8 75.7 75.7

Source: European Economy, No. 70, 2000



Thus, openness to the full rigors of

competition in the international marketplace was

a necessary condition for Irish economic success,

but was not sufficient. Four broad domestic policy

strategies accompanied the external orientation

of the economy:

i. The pursuit of policies designed to bring

about a steady build-up of the quality and quantity

of education and training of the workforce. 

ii. The major improvements in the quality of

the economyÕs physical infrastructure. 

iii. The facilitation of the growth of a

competitive Irish business sector through

improved management, quality marketing, better

services, lower costs of utilities, and more

systematic linkages with other complementary

activities (or clustering)

iv. The provision by government of a stable

domestic macroeconomic policy environment,

where Òstop-goÓ budgetary changes did not

disrupt business planning.

As to the relevance of IrelandÕs experience for

the CEE region, the policy initiatives that ensured

that Ireland enjoyed an advantageous Òfirst

moverÓ status in the early 1960s are unlikely to

benefit other smaller economies to the same

extent. Furthermore, cluster development in the

Irish case was seeded and reinforced by foreign

direct investment, mainly by an industrial policy

that distorted competition in IrelandÕs favour

(through an initially zero rate of corporation tax

on exports). It is doubtful if such a radical

departure from tax harmonisation would be

tolerated in the EU of today! In addition,

generous Structural Fund development aid

arrived at the optimum time, when

modernisation of the industrial sector was well

advanced, but where serious infrastructure and

training deficiencies needed to be addressed.

References

¥Aschauer, D.A. (1989). ÔIs Public Expenditure
Productive?Õ, Journal of Monetary Economics, Vol. 3,

pp. 177-200.

¥Barro, R. and X. Sala-i-Martin (1995). Economic
Growth, New York, McGraw Hill.
¥Barry, F. and Bradley, J., (1999), The comparative
study of transition and cohesion, Working Paper,

ACE-Phare
¥Research Project P96-6242-R, March, Dublin: The
Economic and Social Research Institute.
¥Beutel, J. (1993). The Economic Impacts of the
Community Support Frameworks for the
Objective 1 Regions 1989-93, Report prepared for

DG XVI, Brussels: Commission of the European

Communities, April.

¥Bourguignon F., S. Lolos, A. Suwa-Eisermann, and N.G.

Zonzilos (1992). ÔEvaluating the Community
Support Framework with an Extended
Computable General Equilibrium Model: The
Case of Greece (1988-1995)Õ, paper presented at the

Annual Conference of the European Economics

Association, Trinity College Dublin.

¥Bradley J., J. Fitz Gerald (1988) ÔIndustrial Output
and Factor Input Determination in an
Econometric Model of a Small Open EconomyÕ,
European Economic Review, 32, pp. 1227-1241.

¥Bradley J., J. Fitz Gerald and I. Kearney (eds.) (1992).

The Role of the Structural Funds: Analysis of
the Consequences for Ireland in the Context of
1992, Policy Research Series Paper No. 13, Dublin, The
Economic and Social Research Institute.
¥Bradley J., J. Herce J.and L. Modesto (1995). ÔModelling
in the EU periphery, The HERMIN ProjectÕ,
Economic Modelling, Special Edition, 12(3).

¥Bradley, J. and Kearney, I., (2000) HERMIN HL4 Ð A
medium-term macro-model of Latvia: structure,
properties and forecasts, Phare Working Paper,

Dublin: The Economic and Social Research Institute,
August.
¥Bradley, J., I. Kearney and E. Morgenroth (2000) Ex-ante
analysis of the economic impact of 
pre-accession Structural Funds: A model-based
methodology for Latvia, Report prepared for the

Ministry of Finance, Riga, August.

¥Bradley, J., E. Morgenroth and G. Untiedt (2001)

Analysis of the macroeconomic impact of the
CSF on the economy of East Germany, ifo

dresden studien, 30, Dresden, ifo Institut.

¥Bradley, J., A. Kangur and I. Kearney (2001) HERMIN

John Bradley

20



HE4 Ð A medium-term macro-model of Estonia:
structure, properties and forecasts, Phare Working

Paper, Dublin: The Economic and Social Research
Institute, February.

¥Bradley, J., A. Kangur and E. Morgenroth (2001) Ex-ante
analysis of the economic impact of the
Estonian National Development Plan 2001-2004:
An evaluation based on the HERMIN model,
Report prepared for the Ministry of Finance, Tallinn under

PHARE Service Contract Number ES-9803.04.01.0012,

September.

¥Cecchini P. (1988). The European Challenge 1992,
The Benefits of a Single Market, London:
Wildwood House.
¥CSF Evaluation Unit (1997). Cost-Benefit Analysis in
the CSF: A Critical Review, Dublin.

¥CSF Evaluation Unit (1998). Review of CSF
Indicators, Dublin, May.

¥CSF Evaluation Unit (1998). Review of Ongoing
Evaluation Function in the CSF, Dublin, November.

¥CSF Evaluation Unit (1999). Proposed Working
Rules for Cost-Benefit Analysis, Dublin, June.

¥CSF Evaluation Unit (1999). Database of Regional
Socio-Economic Indicators, Dublin, July.

¥CSF Evaluation Unit (1999). CSF Performance
Indicators: Proposals for 2000-2006
Programming Period, Dublin, October.

¥CSF Evaluation Unit (2000). Ex-ante Evaluation of
the National Development Plan, 2000-06, Dublin.

¥de Melo, J. and S. Robinson (1992). ÔProductivity and
externalities: models of export-led growthÕ, The
Journal of International Trade and Development, Vol. 1,

No. 1, pp. 41-69.

¥Denny, K., C. Harmon and P. OÕConnell (2000).

ÔInvesting in People: The labour market impact
of human resource interventions funded under
the 1994-99 Community Support Framework in
IrelandÕ, Policy Research Series No. 38, Dublin: The
Economic and Social Research Institute.
¥Emerson, M. et al., (1988). The economics of 1992,
The E.C. CommissionÕs assessment of the
Economic Effects of Completing the Internal
Market, Oxford, Oxford University Press.
¥ESRI (1997): Single Market Review 1996:
Aggregate and regional aspects: the cases of
Greece, Ireland, Portugal and Spain, London:
Kogan Page, in association with the Office for Official

Publications of the European Communities, Luxembourg.

¥Fischer, S. (1991). ÔGrowth, Macroeconomics and
DevelopmentÕ, in Blanchard, O.J. and Fiscger, S. (eds.),

The NBER Macroeconomics Annual 1991,

Cambridge: The MIT Press.
¥Fitz Gerald, J. et al (eds): National Investment
Priorities for the period 2000-2006, Policy research

Series No. 33, Dublin: The Economic and Social Research
Institute.
¥Fujita, M., P. Krugman and A. Venables (1999). The
Spatial Economy: Cities, Regions, and
International Trade, Massachusetts: The MIT Press.
¥Gaspar V., and A. Pereira (1999). ÔAn intertemporal
analysis of development policies in the EUÕ,
Journal of Policy Modelling, 21(7), pp.799-822.

¥Helpman, E. and P. Krugman (1986). Market Structure
and Foreign Trade: Increasing Returns,
Imperfect Competition, and the International
Economy, Cambridge: The MIT Press.
¥Honohan, P. (1992). European Community Lending
and the Structural Funds, Policy Research Series No.

15, Dublin: The Economic and Social Research Institute.
¥Honohan, P. (ed.) (1997). EU Structural Funds in
Ireland: a mid-term evaluation of the CSF 1994-
99, Policy Research Series No. 31, Dublin: The Economic
and Social Research Institute.
¥MEANS (1995). Identifying the Structuring Effects
of Community Interventions, MEANS Handbook No.
2, D.G. XVI/02 - Evaluation Unit, Brussels: Commission of

the European Communities.

¥Monnier, E. and J. Toulemonde (1993). Methods to
Give Meaning to the Evaluation Obligation: The
conclusions of the MEANS programme, Report No.

MEANS/93/13/EN, CEOPS, France

¥Morgenroth, Edgar (2000). ÔRegionalisation and the
Functions of Regional and Local GovernmentÕ,
in A. Barrett (ed.), Budget Perspectives, Dublin: The
Economic and Social Research Institute.
¥Munnell, A. H. (1993). ÔAn assessment of trends in
and economic impacts of infrastructure
investmentÕ, in Infrastructure policies for the 1990s,

Paris, OECD.

¥OÕMalley, E. (1992). ÔIndustrial structure and
economies of scale in the context of 1992Õ, in
The Role of the Structural Funds, eds. J. Bradley et al.,

Policy Research Series No. 13, Dublin: The Economic and
Social Research Institute.
¥Psacharopoulos, G. (1994). ÔReturns to Investment
in Education: A Global UpdateÕ, World
Development, Vol. 22, No. 9, pp. 1325-43.

¥Spenlehauer, V. and J. Toulemonde (1993). The Likely
Impact of the CSF in Ireland: A Macroeconomic
Evaluation, Case Study (I), Report No.

MEANS/93/01/FN, CEOPS-Evaluations, Vaulx-en-

Velin,France.

NATIONAL DEVELOPMENT PLANS AND PRE-ACCESSION STRUCTURAL FUNDS: LEARNING FROM THE EXPERIENCES OF IRELAND

21




