Ireland: EU Funding
Executive Summary

Since joining the European Union in 1973, Ireland has benefited from considerable investments of financial aid. During the following years, where it became known as the Celtic Tiger, it experienced extreme growth funded mainly through Foreign Direct Investment (FDI). By 2006, Ireland’s GDP per capita exceeded all European nations other than Luxembourg. However, in 2008, Ireland was the first European nation to fall into recession and there is growing evidence of a reduction in their competitive advantage.
It is against this setting that our consultancy has been asked to assess the efficacy of Ireland’s usage of EU funds. Our world-class team has been analysing “Lessons Learned” from Ireland’s implementation of their growth policies, focusing on symptoms and root causes, unintended consequences and developing a set of metrics for country performance. Below, we have compiled our findings into a set of recommendations for other developing nations within the EU.
Historical Context – Laurynas Jonusauskas
In order to fully appreciate the developments that have happened during Ireland’s position within the EU, it is necessary to understand the historical context of the country. Through PEST analysis, we have provided an overview of Ireland’s early development, which helps explain its competitive positioning within the continent.
Celtic Tiger – Joseph Lynn

During the period of strong growth, we identified several early factors which contributed to the initial success of the economy. These factors enhanced the competitive advantage of the nation over and above the conventional wisdom of the impact of EU Structural Funding and FDI. Alongside these analyses of root causes of growth, we have assessed the long-term sustainability of the competitive advantage over time through a set of SPACE diagrams. These analytic tools help provide suggestions as to when and where EU Funds were spent effectively.
EU Spending – Pekka Rautala

Through in-depth analysis of priorities for EU funding and investment profiles, we have been able to separate out the different areas that Ireland focused on during their period of growth. These areas of focus have allowed the country to develop through investment in business and economic infrastructure, but have emphasised delivery of FDI, almost to the exclusion of development of local opportunities. These findings have led us to question the long-term sustainability of the economic profile.

Foreign Direct Investment – Abi Akin-Bankole

Through assessment of incoming foreign investment, we have identified the areas in which the economy developed. These findings have been assessed through consideration of recent events in the economic climate. Through symptom and root cause analysis, we have identified areas of development of economic competitive advantage and areas where there are issues of sustainability within the growth profile.

Current Profile and GDP Metrics – Irakli Matkava

We have utilised, and then questioned, the conventional wisdom approach towards metrics of GDP growth to assess economic development. We have highlighted the weaknesses in these traditional metrics. They deliver data points only at a given time, offering trend analysis based on historical changes. This leads to an incomplete perspective on long-term aspects of competitiveness and sustainability since it does not provide a 4 dimensional analysis for future impacts.
Future Impacts, Lessons Learned & Recommendations – Carolina Ferro
Through use of a SWOT matrix, we have analysed the future opportunities and threats faced by the Irish economy. These findings have led us to question the level of focus the Irish government placed on delivery of local innovation at the heart of the economy. We have identified metrics of innovation within an economy and these have led us to identify lessons learned from the Irish experience. Moving forward, these have been converted into concrete recommendations for delivery of long-term enhanced strategic sustainable competitive advantage.

Conclusions – Joseph Lynn
In terms of EU Funding, the initial investment into development of business infrastructure, including transport and telecommunications delivered early growth in the economy. These structural funds were invested well to provide an initial ramping up of economic prosperity. Following on from there, rather than invest in development of linkages between business and entrepreneurship and development of sustainable strategic competitive advantage through local innovation, the government instead focused on cost competition through artificially reduced taxes. 
This lead to a short term competitive advantage as a target for FDI, however, it turned out to be a tactical decision that became a strategic catastrophe. As the economy prospered and wages became inflated to high levels, the enhanced economic value added offered by Irish employees could no longer compete with lower cost economies, and could no longer be offset by tax incentives. Due to lack of investment of EU structural funds in developing R&D and innovation channels in the wider economy, the Irish government failed to deliver sustainable strategic competitive advantage.
