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MONDAY 22 February 2010

The Assembly met at 9.10 am.

PLENARY BUSINESS

The Co-Chairman (Mr Niall Blaney TD): | call the meeting to order. The Assembly is now in
public session. | welcome you all to Cavan for our fortieth plenary meeting and our twentieth
anniversary. | have some brief announcements to make and some housekeeping
arrangements to inform Members of before we begin. | remind Members and those in the
public gallery to ensure that all mobile phones, BlackBerrys, pagers and beepers are switched
off. | remind Members that the proceedings of the Assembly do not attract parliamentary
privilege. Accordingly, caution should be exercised, particularly when making an utterance of

a personal nature.

Senator Terry Leyden replaced Séamus Kirk, who was elected Ceann Combhairle of Dail
Eireann in October 2009. | wish Deputy Kirk well in that role. | have to inform the Assembly
that, in accordance with rule 2(a), the following Associate Members have accepted the
invitation of the Steering Committee to assume the powers and responsibilities of Members
of the whole Assembly for the whole of the session. On the Irish side, they are Frank Feighan
TD, Senator Cecilia Keaveney, Senator Joe O’Reilly and Senator Eugene Regan. On the United
Kingdom side, we have Jim Dobbin MP, Baroness Harris of Richmond, Julie Kirkbride MP and

Jim Sheridan MP.

| wish to inform Members that there will be a suspension for a family photograph to
be taken outside the conference centre, weather permitting, at 1.00 pm. As | said earlier, you

are all very welcome. Paul, do you wish to say a few words of welcome?

The Co-Chairman (Rt Hon Paul Murphy MP): Yes. | echo your words, Co-Chair. | wish to
thank you and your colleagues for inviting us to a very splendid and fine hotel. | am

particularly touched that Michael Mates will open the plenary session by talking about the



20 years of the body. It strikes me that, 20 years ago, the sort of things that the body would
have been talking about were very different to what we will talk about over the next two

days. | am sure that Michael will comment on that in more detail.

It is worth noting that we have seen considerable progress in Northern Ireland over

the past few weeks. | am sure that everybody is very pleased with that.

Finally, | wish to say that there is an opportunity for all of the various jurisdictions
represented here to compare best practice with regard to how each Parliament and
Government is dealing with the problems of the recession and how their various economies

are going. We have a very interesting two days ahead of us. Thank you for organising this.

The Co-Chairman (Mr Niall Blaney TD): Thank you Paul. | think that you covered all aspects,
and | do not think that any more remarks are required from me. We will get on with business

as time is ticking on.

PROGRAMME OF BUSINESS

The Co-Chairman (Mr Niall Blaney TD): Members have received a copy of the proposed

Programme of Business. Is the proposed Programme of Business, as amended, agreed?

Programme of Business, as amended, agreed.

The Co-Chairman (Mr Niall Blaney TD): Members will note that there are forms on the
tables. Those should be filled out by any Member who wishes to put questions to the
speakers or to take part in debates. Please note that those are colour coded. Members
wishing to put questions to today’s first guest speaker, Professor Patrick Honahan, are asked
to fill in the pink form and hold it up for collection. As you can see, our agenda is full, so it is
possible that not all Members wishing to put questions will have the opportunity to do so.
The Steering Committee has suggested that, if necessary, a time limit of three minutes

should be imposed on speeches. We have placed a particular emphasis on securing very



good speakers for this session, so we beg your indulgence because, obviously, not every
Member will be able to speak on every item today. We ask you to keep your comments as

brief as possible and to ask direct questions. By doing so, we will have a very fruitful day.

20 YEARS OF THE ASSEMBLY — A PERSONAL REFLECTION

The Co-Chairman (Mr Niall Blaney TD): Members will wish to note that this is our fortieth
plenary meeting, marking 20 years of what was the British-Irish Inter-Parliamentary Body
and is now the British-Irish Parliamentary Assembly. To mark the occasion, Michael Mates
MP, one of the founder Members of the Assembly, will share with us a personal reflection on
his first 20 years. However, this is the last hurrah for Michael and a whole number of
Members in the room. Certainly, we wish you all well. We are delighted that you could join
us here for this occasion. Immediately after Michael’s address, another founder Member, Jim

O’Keeffe, will formally launch our new website. | now ask Michael to address us. [Applause.]

9.15am

Rt Hon Michael Mates MP: Thank you very much, Co-Chairman. Before this old man starts
his reminiscences, perhaps it is appropriate to take a few seconds to explain why this very

Englishman has been involved in Irish matters for so long.

| first came to Northern Ireland in June 1955. | was sent here as a national service
officer, just commissioned to the Royal Ulster Rifles. The British Co-Chairman told me in the
car yesterday that he was seven years old at the time. The Irish Co-Chairman has not told me
anything. [Laughter.] Not only was he not a twinkle in his father’s eye — but if he was, he
was a very young twinkle — | am not even sure whether his parents would have met in 1955.
Therefore, it covers a long time, but it is the reason why | have been so devoted to all the

various causes here.

| was here in 1955. | then went to Germany with the Royal Ulster Rifles but came back

in 1959 for some months. Then, in 1962, | was garrisoned in Omagh, at Lisanelly barracks,



and a little longer, later, for three years. | lived a normal life there. It was peacetime. We did
border patrols, called “showing the flag”. It was always very friendly. My eldest two children,
| think, attended Omagh Academy, but | could see the storm clouds brewing even then. |
then went away about my business and came back in 1969. | was the first reinforcement
after the Burntollet peace marches, when we were so welcomed by the republican

community. | was here again in 1971 and 1973.

In 1974, | went into politics. | suppose that, because of my backgorund, | became the
Chair of the Northern Ireland Affairs Committee in our Parliament. The Conservatives were in
opposition then, as they are now. In 1976 or 1977 — | cannot remember which — | led a
small group that visited the Irish Parliament, where | was met by one Ruairi Brugha, who
stood about this high, and was the Shadow Minister for Northern Affairs, which some Brits
thought was a bit of an insult. However, there we are; those were the times that we lived in.
He walked me down the corridor from the main entrance to the Dail towards the Chamber.
There were a lot of pictures, which have been moved because | checked them all a month
ago. He told me, “There is Collins. He was shot. There is my father. You shot him. There is
someone else. You hanged him”; and on he went. | thought, “How will we ever untangle this
knot?”. | then went up to a room that | think is now occupied by the Speaker — but Rory
O’Hanlon certainly had it at the time — just off the Chamber, and there was a wizened old
Teachta Ddla who had been imprisoned by the Black and Tans, and then, after being on the
wrong side during the civil war, was imprisoned again. How he was ever going to even bring

himself to talk to someone from the United Kingdom was a major surprise.

Anyway, on to 1990 when this body, as it then was, was founded. It is interesting to
note that the first meeting was held in a committee room at the House of Commons because
that is of great significance to the Irish. It is where Charles Parnell sat and answered
guestions for days and days before the Home Rule Party split and he lost the leadership. He
had been having an affair with the wife of Captain O’Shea, called Kitty O’Shea. | think that
she had borne him two or three children. In order to mollify the good captain, Parnell had
given him a seat in the UK Parliament to try to keep him quiet and buy his silence. Therefore,
Mr Flynn, perhaps | could point out that Members of Parliament behaving badly is nothing

new. [Laughter.]
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That is where we first met. Then, we moved over to a conference centre to start the
conference. We had a grand dinner in Lancaster House, and the Foreign Secretary spoke.
Peter Brooke was then the Secretary of State for Northern Ireland; he spoke very wittily and
said absolutely nothing because there was a major initiative taking place a couple of days

later. Then, we started the conference.

| have said this before: the first meeting was very nearly the last. David Andrews was,
at that stage, just a Back-Bench TD. He had been attending the appeal of the Birmingham six,
and he came and made a speech of such fire and vitriol against the British, saying that no
Irishman could ever get justice in the United Kingdom, and so forth, that two or three of my
colleagues were on the point of walking out. Some of us had to restrain them because he
was being so vehemently anti-British. | was the poor fellow who was due to follow him, try to
calm things down and get things back on track. As you know, that is my strong point.
[Laughter.] Anyway, we did get things back on track. All that | will say about the first
meeting is that what is recorded in the minutes is the ultimate seal of success — and the only

success — of that day. It states that “the Body agreed to meet again”.

We have come such a long way over the 20 years since then, ladies and gentlemen. It
is not quite true to say that | was on the body the whole time. | became a Minister in 1992
and had to leave the body. However, as | was the Minister responsible for addressing the
body, | did not miss any of its meetings. | went to Edinburgh and then to Cork, | think, during
Peter Barry’s time, and spoke. My ministerial career was very short and so | came back to the

body again. It has been a real joy to have been on it for all these years.

We have been through difficult times. We have been through the Belfast Agreement,
when we Brits all got insulted by the Ulster Unionists. | turned up at the city hall and was told
by the Mayor, who is now a Member of the British Parliament, that | was not welcome. That
saved me from having to eat rubber chicken and having an extremely boring evening. |
turned around, went home and watched the telly. The problem was always that we could
not persuade the unionists to join. That was partly because they felt that the Belfast

Agreement was seen as the birth of this body, which it was not, really. Then, one or two
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Tories came along and wanted to join the body. | have to say that the Barry Porters and
David Wilshires of this world did rather better than even the most virulent unionists would
have done in promoting the unionist cause, to the embarrassment of one or two of us. | can
remember Andrew Mackay and thinking, “What on earth is Barry Porter going to say next?”

He was a lovely man but his views way, way, way, way, way outside.

So, we came to the Good Friday Agreement and all of that. The sigh of relief within
this body that we finally had some agreement, that the killing was going to stop and that we
were going to get into politics, was palpable. We still did not have unionists. That took a lot
of negotiation. The Co-Chair mentioned last night that he and | went to Northern Ireland and
met Reg Empey and Peter Robinson to try to persuade them. That has duly happened. We
have the unionists with us here now, and they are very welcome; even my old sparring
partner Ken Maginnis, who has decided to stay away this morning because he knows | am

opening these proceedings.

Now, we have got to the stage where, as the Co-Chair has just said, these
proceedings are very different. | want to say one thing in conclusion, because you do not
want to hear me banging on any longer. At the beginning of this affair in 1990, it was we
British who had to persuade you Irish that this was worth doing. Over the years, that has
changed, and we all now know that it is to our mutual advantage that we meet, get to know

each other, and get to understand each other, even if we do not agree.

| believe that the next British Parliament, which will assemble in June, will not have
the same amount of interest or urgency in the Northern Ireland or the Irish problem,
because it will think that it is over, and unless something terrible happens, which we pray will
not, it is not going to be very much on the British agenda. Therefore, if | may advise my Irish
colleagues and friends, it is you who will have to work to keep the British involved if you
believe that what goes on between us all on these two islands is important. | believe that it is
very important. | think now, however, the baton has to be passed, because young British
Members of Parliament, who will not remember 20 years ago, never mind 30 years ago

when the Troubles started, will need some persuading that this is an important part of our
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national political scene, as it is of your national political scene, because we all have so much

in common to share so that we can all prosper together.

There is one final example of how far we have come. This time last year, Barry
McElduff came to me and said, “I’'ve got a problem in Omagh with the barracks. The British
Ministry of Defence won’t give up the land, and we need it to set up an educational campus
there. Do you know anything about it?” Aside from telling Barry that | had lived there for
three years and did know all about it, and the academy as well, because my children had
gone there, | said, “Sure”. So, | went to see the Defence Minister, and | wrote him a letter. To
my astonishment — | only discovered this two minutes ago — that matter is covered in the
latest agreement at Hillsborough:

“HM Government will gift the four agreed former military bases to the Northern Ireland
Executive. It would be anticipated that a portion of the land in Omagh will be used for an
educational campus”. In reporting this, ‘The London Observer’ calls McElduff and Mates “the

odd couple of Anglo-Irish politics.” [Laughter.]

Now, if | had predicted that in 1990, the men in the white coats would have come to
take me away, but it has happened, and | rejoice that it has. | really have enjoyed my time

with you. [Applause.]

The Co-Chairman (Mr Niall Blaney TD): Thank you very much, Michael, for that. It has
certainly been an eventful 20 years. One thing is for sure: there is no doubt that the valued
contribution of Michael Mates will be missed from this Body and the Steering Committee.

More of that later.

LAUNCH OF THE ASSEMBLY' S NEW

9.30 am

Mr Ji m O’IHKneadeflofv survivoDof Committee Room 14 in 1990. | think Michael

Mates and | are the only two still on the body. May | say how impressed | was by the

remarks of Michael Mates? He has been involved in Irish affairs for 55 years, has grown
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close to us all and his involvement in the body of the Assembly for the past 20 years has
shown us that we have a true friend of Ireland. It is with great regret that he is retiring from
the Commons, so he will not be immediately eligible to return to this body. | think that |
voice the hope of everyone that perhaps the authorities in the United Kingdom might find
another berth for him, an appropriate one in the House of Lords, and that we will have him

back here again.

It is perhaps appropriate that | am the one to make a comment on Michael Mates’s
contribution to the Assembly over the past 20 years, but | am not sure that it is entirely
appropriate that | am the one who has been asked to launch the website. | might be known
for many things in the DaAil, but | am not known as a technogeek or anything of that kind.
However, like all of you, | accept and understand that the Assembly is entering a new era.
From that point of view, www.britishirish.org is part of that new development. Our media
consultant, Ronan Farren, has managed to arrange to develop that new website, and, by the

way, | have been told to repeat the address five times: www.britishirish.org.

It shows the changing emphasis that we now have in the Assembly. Previously, as
Michael Mates mentioned, the emphasis was on building relationships, which were tense
then. We went on to contribute as best we could to the development of the peace process
in Northern lIreland, encouraging those from Northern Ireland to join us here in the
Assembly. Now with the positive developments in Northern lIreland, and the latest
agreements, the emphasis of the Assembly is on finding solutions to some of the many other
major issues that concern all our Parliaments and peoples in the area of jobs, the economy
and the banking crisis. Therefore, it is fitting that, with this new emphasis and new approach,
we have developed that new website, www.britishirish.org. It is to reflect the positive work

that the Assembly is now involved in.

If you go back to the days mentioned by Michael Mates in 1990 when we were in
Committee Room 14, | do not think that the Internet as we know it had even been invented.
Now, most of us are using it as best we can to communicate with the people whom we

represent and on whose behalf we are here today.
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Therefore, | encourage you all to log on to www.britishirish.org to read all about the
work and history of the body, and the added value that we bring to building relationships

between parliamentarians in Britain and Ireland.

We are missing one element: as yet, | do not think that the website has allowed us to get
into the tweeting stuff. However, | am aware that we have an answer in the Assembly, a
major expert in tweeting, Senator Dan Boyle, a fellow Cork man. We will avail ourselves of
his expertise to make sure we have that necessary add-on to the website. Watch this space

for further developments.

In the meantime, | urge you all to use www.britishirish.org in the time ahead. With

those few words, it is my pleasure, on behalf of the Assembly, to launch the new website.

The Co-Chairman (Mr Niall Blaney TD): Thank you, Jim. Jim has mentioned the website,
which is online from this morning. If any Members have new ideas, we intend to develop the
website further as time moves on. If you have any ideas, bring them to the Clerks and we
would like to take your views on board. We will now have a quick photograph for the

launch.

The sitting was suspended at 9.33 am.

The sitting was resumed at 9.35 am.

THE ECONOMY AND THE BANKING SECTOR

The Co-Chairman (Mr Niall Blaney TD): We move on to the next item: the economy

and the banking sector.

| am very pleased to welcome Professor Patrick Honohan, Governor of the Central Bank

of Ireland. Professor Patrick Honohan was appointed as Governor of the Central Bank in
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September 2009. He was Professor of International Financial Economics and Development at
Trinity College, Dublin. He previously spent almost a decade at the World Bank, where he
was senior adviser on financial sector policy. He worked as research professor with the
Economic and Social Research Institute, Dublin in 1990-98, economic advisor to then
Taoiseach Garret FitzGerald in 1981-82 and 1984-86 and he also spent several years as an
economist at the Central Bank of Ireland in 1976-81 and in 1982-4, and at the International
Monetary Fund in 1971-73. A graduate of University College Dublin, he received his PhD in
economics from the London School of Economics in 1978. He has taught economics at the
LSE and at the University of California-San Diego, the Australian National University and

University College Dublin, as well as at Trinity College Dublin.

Professor Honohan assumed his position as Governor at a very difficult time for the
Irish banking and financial systems. | am very pleased to welcome him here today to discuss
his role and the challenges facing the financial services sector in Ireland, and indeed many

developed economies at present.

| now invite Professor Honohan to address the Assembly, after which we will take
guestions from the floor. If you wish to ask a question, please ensure that you fill in a request

form which is on your table in front of you.

Professor Patrick Honohan (Governor of the Central Bank of Ireland): | can think of no
better topic for an address to the British-Irish Parliamentary Assembly than the similarities
and contrasts between the performance of our intertwined economies and financial systems
before and during the global economic crisis. Economic activity and employment have
contracted sharply and property prices have plunged. Our economies have been hit hard by
the global financial crisis but, in addition, for all of us, the crisis has served to expose
strikingly similar pre-existing vulnerabilities in our economies — not shared by most others in
Europe — which would, sooner or later, have led to trouble even if it had not been for the
global meltdown, notably: the wide-ranging imbalances created by a credit-fuelled property
boom; the growing dependence of the financial sector on wholesale market-funding,

increasingly in the form of foreign borrowing; and the extent to which the credit and
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property booms significantly boosted transitory windfall tax revenues, which came to be

relied on to finance strong growth in public spending.

Although the economy of the Republic of Ireland was the more vulnerable, and has
been hit much harder, | think that these parallels are no coincidence. Indeed, the
involvement of banks from each side in funding the property boom of the other is an
interesting dimension of the pre-crisis bubble. This, of course, reflects the fact that our

economies have long been intertwined on a broader front.

As we begin to recover, though, there is one important emerging contrast. Inflation has
been persistently negative in the Republic for over a year, reflecting the unwinding of the
bubble against the background of a strong currency. But UK prices have been rising and the
international value of sterling has been at historic lows. The contrasting exchange rate, price
and wage environment presents its own difficulties, not least for Irish businesses struggling
to remain cost-competitive, especially when wages had edged up to uncompetitive levels in

the last years of the boom.

Let me turn to fiscal policy. Even before the global crisis moved into high gear in
September 2008, Ireland’s fiscal position was coming under pressure, not just because of an
accelerated expansion of spending in the previous few years, but especially because of the

sharp fall in tax revenues which began soon after the property prices started to turn down.

To elaborate, the marked deterioration in the Irish fiscal position in recent years
reflects in part the effects of strong growth in public spending first during the boom vyears,
and then resulting from the demands imposed by the jump in unemployment. But a much
more significant driver has been the sharp collapse in tax revenues. The scale of that collapse
has been remarkable. Under one way of measuring it, the tax take, having averaged over
24% of GDP in the first seven years of the new millennium, collapsed to barely 20% of a
greatly reduced GDP by 2009. This reflected a fundamental weakness in the tax structure
and, in particular, an excessive reliance on revenues related to the value of property

transactions and other things that happen only in good times, so fair-weather taxes.
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Looked at more broadly, this was the continuation of a trend that has been evident
over the past two decades, which has seen a systematic shift away from more stable and
reliable revenue sources such income tax, VAT and excise taxes, towards more cyclically
sensitive taxes. The result was more and more dependence on corporation tax, stamp duties

and capital gains tax as sources of revenue.

| have brought along a few slides with charts on them. One striking chart shows how,
from 1987, cyclical taxes grew from 7% or 8% of total tax revenue up to almost 30% by 2006,
and then collapsed. The result was more and more dependence on corporation tax, stamp
duty and capital gains tax. The contribution of this group of taxes grew from about 7% of
total tax revenue in 1987 to over 35% two decades later, although | need to check that

figure.

The buoyancy of these taxes during the boom period facilitated both a reduction in the
income tax burden and the numbers in the tax net. It also financed a strong and persistent
rise in public spending. While reliance on “boom time” taxes made these developments
possible for a time, it left the fiscal position particularly exposed to a downturn. It also meant
that fiscal policy was effectively operating in a pro-cyclical manner during this period and was

itself stoking the boom.

The next slide selects a smaller sub-group. This is on taxes that could be attributed
simply to residential property, the VAT people paid on their new houses, the stamp duty on
new residential houses and capital gains tax on residential property. The figure jumped from
less than 6% of total Government receipts in 1999 to over 12% in 2006, and then it collapsed

again to where it was before.

There is also the issue of the extent to which the nature and design of the tax system
itself partly fuelled the construction boom. Tax incentives for developers and homeowners
have long been a feature of the Irish taxation system and must have contributed significantly
to the oversupply of houses which now exists, especially in parts of the country where

underlying demand is likely to remain weak for many years to come.
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The impact of the subsequent collapse in what were in reality largely windfall revenues
can be gauged from the fact that, since 2007, total tax revenues have fallen by 30%, while
the combined receipts from stamp duties, CGT and corporation tax have fallen by 58% over
the same period. In total, just over half of the revenue loss since 2007 reflects declines in

these three categories.

Along with the collapse of tax revenues, an expansion of Government spending, partly
driven by policy, partly by the automatic response to a deteriorating output and employment
situation, resulted in the sudden emergence in Ireland of a sharp fiscal deficit, after years of
surpluses. In the next slide, you see that the Irish Government balance was in surplus almost

every year from 1999 and then suddenly collapsed in 2008-09, to 11.75%.

| do not need to dwell today on the robust, measured and appropriate policy response
in Ireland that has stemmed and begun to reverse this fiscal setback. | need to say it but not
to dwell on it. Instead, | want to note the striking extent to which UK fiscal trends up to 2009

have paralleled, albeit in a more muted way, those of Ireland.

As | understand it — of course when | talk about the UK | am not as thoroughly
informed — the recession in the UK has also been characterised by a fall-off in tax revenues
and a rise in spending which, though not quite as sharp as in Ireland, have together resulted
in the emergence of a deficit of comparable proportions as a percentage of GDP. You can see
that on the following slide. The UK had a number of years where the deficit ran at about 3%

and then it went to around 12%.

9.45 am

UK tax revenue too has been sensitive not only to the economic cycle, but also to the
level of housing market and financial sector activity. In terms of corporation tax, for example,
revenues from the financial sector have typically accounted for around 25% of the overall
corporation tax take, while the housing sector has provided revenue in much the same way
as | have described for Ireland. UK Treasury estimates suggest that receipts from taxes linked

to these two sectors rose from around 3% of GDP in 2002-03 to 4.25% of GDP by 2007-08
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and accounted for around half of the increase in total current receipts over this period.
Receipts from the two sectors are projected to decline to around 2.75% of GDP in the
current fiscal year. The pattern in the UK was similar to that in Ireland but the amplitude was

smaller.

The next slide shows the tax and expenditure in Ireland. Expenditure jumps up as a
percentage of GDP. Tax goes down in the last years. In Britain, you have the same pattern of
expenditure going up and tax falling as a percentage of GDP. They are not exactly

comparable but they give you a good impression.

In both countries, the collapse of the housing and credit booms has had a major impact
on the public finances. For Ireland at least, the lesson has been that our taxation system

needs to be on a firmer footing than in the past.

How about the banks? While tax incentives undoubtedly played a part in the Irish
story, it was banks that primarily fuelled the property bubble. In short, there was too much
bank lending, financed by heavy foreign borrowing; this funded an unsustainable
construction and property price boom. To expand credit on the scale which happened, banks
leveraged their deposits with sizeable borrowings from abroad. Funds were readily available
in a global economy awash with surplus savings, with increasing possibilities for
securitisation and helped by the absence of exchange rate risk on euro borrowings. The
important thing is that without large-scale foreign borrowing by the banks, the property

boom could not have grown as it did.

Irish banks also engaged in extensive lending to finance projects outside of Ireland,
though, in practice, this offered them little real diversification. Such lending was once again
largely focused on property-related activities, quite often involved Irish residents and tended
to be concentrated on markets which were strongly correlated to Ireland. Consequently,
overinvestment in property by Irish people was not confined to this country; the boom
period also saw strong expansion in overseas property investment, particularly commercial
property. Much of this investment was concentrated on the UK. While comprehensive data

on the scale of such flows is not published, industry estimates suggest that up to half of such
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commercial investment went to the UK and that, during this period, Irish investors accounted

for a not insignificant share of activity in the UK commercial property market.

Although the expansion of Irish banks stands out for the scale on which these things
occurred, it is clear that this experience was not unique. Global financial conditions were
characterised by an abundance of liquidity and very low risk aversion across most markets.
Ireland was not the only banking market which expanded by lending for property. A similar
pattern was seen in the UK, where a similar combination of macroeconomic imbalances and
financial sector developments, accompanied by a similar lowering of credit standards, drove
rapid expansion of credit. To be sure, the British financial sector is much larger and more
complex than that in Ireland. Nevertheless, a significant part of its expansion in the mid-
2000s was related to funding of the property market. It has also been argued that accounting
standards designed to reflect observable facts and limit the role of judgment as to future
possibilities and risks, further contributed to pro-cyclicality in credit provision and pricing on
both sides of the Irish Sea. The increase in property prices in Britain was not far behind that
in Ireland, although the construction boom was much less pronounced, limiting the scale of
the subsequent overhang. Nevertheless, as we all know, several sizeable British banks got

into difficulties too and had to be intervened or rescued.

Both the Irish and British banking systems are unusually international in character. For
the Irish banks, a key part of their international activities relates to their long-standing and
sizeable presence in the UK, going well beyond their clearly central role in Northern Ireland.
The wide global reach of the largest British banks is an important aspect of London’s
continued role as a leading global financial centre hosting a deep and complex matrix of

financial activities.

Unsurprisingly, during the boom period, growth in the UK-owned financial sector was
not just confined to the UK itself. Indeed, bank competition in Ireland was strikingly
influenced by the decision of one UK-based bank, HBOS, to expand more vigorously into the
Irish mortgage market with especially keen pricing, although | would stress that it was not

the most aggressive competitor in the Irish market. | think we all know which bank that was.
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That bank’s actions had the initially favourable effect of reducing lending margins and
introducing new products, such as the tracker mortgage, which assured borrowers that
interest rate changes on floating rate mortgages would not be arbitrary. These innovations
were subsequently adopted more widely, by both Irish-controlled and foreign-controlled

banks in Ireland, as was an extensive reliance on wholesale funding.

Indeed, without questioning the largely home-grown nature of the Irish credit bubble,
it may well be that the rapid, and ultimately unwise, expansion of some of the UK banks both
at home and in Ireland may have helped to lull Irish observers into a sense of false security.

The same might be said of the property price surge that was going on in parts of Britain.

At any rate, these new lending features became unsustainable in Ireland once the
global financial crisis broke, with the scarcity and increased cost of wholesale funding to
many banks undermining the profitability of tracker mortgages. Not surprisingly, both of the
big British banks that have suffered most in the crisis, HBOS and RBS, have, like the locally
controlled banks, reported a severe loan-loss experience on the lending of their lIrish

subsidiaries.

Both countries have acted decisively to protect crucial but weakened segments of their
banking systems. Extensive asset insurance in the UK and asset purchase in Ireland schemes
have been put in place or are in the process of being put in place, and Government has
injected capital into major banks on both sides of the Irish Sea, nationalising some of them.
The Irish measures will soon be completed — not this morning, although | know that there is
a transaction this morning — in the weeks ahead when the major asset purchases of NAMA
are finalised, and the main banks are recapitalised, at least in part with further investments
by Government. Although the scale of the Irish measures is larger than those in Britain, and
the design of the measures different in detail, as is warranted by the contrasting nature and
scale of the distressed assets held in the two banking systems, their broad outlines have
striking similarities. | am confident that the measures in Ireland will succeed both in
confirming the solidity of the banks, and in further restoring confidence in the finances of the

state, free as it will then be of any shadow of prospective commitments to the banks.
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Since the outbreak of the crisis, banks have tended to withdraw from international
commitments, reflecting not only a broad upswing in what is often termed “home bias” in
finance, but also the intensified pressure to deleverage, to scale down, a pressure which has
been considerably reinforced by the decisions of the European Commission, concerned to
prevent state aid to banks from distorting banking markets. In line with these trends, the
new management of HBOS, which of course is Lloyd’s, has recently moved to retrench its
Irish operations, closing its retail branch network here, a decision which is understandable,
though disappointing. | am glad to have been reassured of the determination of Ulster Bank,
the RBS subsidiary, to remain in Ireland for indefinite duration. | feel sure that this
commitment will be rewarded over time, and | would like to take the opportunity to
emphasise how much we welcome the presence of British and other foreign banks providing

financial services in Ireland.

On wage competitiveness, if we are to seek contrasts, we need look no further than to
wage, price and exchange rate developments. Clearly, wage competitiveness is key to
restoring economic activity and reversing the rise in unemployment. This aspect of
competitiveness deteriorated significantly in Ireland during the boom, and, given the fact
that euro-area inflation will continue to be low in the years ahead, recovering wage
competitiveness in the short run must depend largely on containing and indeed reducing
nominal wage rates, as indeed has already formed part of budgetary strategy. Though tough,
this should be somewhat less painful than might appear at first sight, given the fact that
inflation in Ireland has been negative now for well over a year — quite a contrast with the
UK, where inflation currently exceeds the official target. Even indebted households may, for
the present, be better able to absorb nominal wage cuts to the extent that most floating
mortgage rates are currently still lower than they were before the crisis. It is a different

matter, of course, for the many affected by unemployment.

In contrast, international wage competitiveness of the UK has been strongly assisted by
the weakness of sterling since the crisis began, albeit at the cost of rising inflation. The sharp
decline in the value of sterling — EMU started in 1989, when one Irish pound would have
bought 89 pence sterling, and the euro equivalent on one Irish pound, which is about €1.27,

would buy £1.18 sterling in early 2009 and it is not far below that now — especially from late
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2007 to early 2009, has of course been inconvenient, to say the least, for businesses in the
Republic exposed to UK competition, and let us not forget that we have long been and are

still among the UK'’s largest trading partners.

The contrasting exchange rate regimes and policies have certainly complicated life.
Achieving cost savings sufficient to offset the exchange rate movement, albeit partially
mitigated by higher UK inflation, has proved difficult, as is well understood by businesses in
border counties such as Cavan. Achieving lower nominal wage rates is not easy. In fact,
| do not really feel comfortable banging on about lower nominal wage rates. My
responsibility as a central banker is to draw attention to the trends in prices and exchange
rates. If | do not say it, no one else will. That is undoubtedly an essential component of a pro-
employment recovery strategy for Ireland, and not simply a means of achieving budgetary
savings. | want to end with that message, as | think that it is both the most important policy
message that | can deliver in the current environment, and one which highlights in a
dramatic way the similarities, contrasts and interdependencies of the economies of the
Republic of Ireland and the United Kingdom, as we both face the volatilities and surprises of

the globalised world. [Applause.]

The Co-Chairman (Mr Niall Blaney TD): Thank you, Professor Honohan. Our time is
curtailed somewhat because of a fairly full agenda. Anyone wishing to speak in this debate,
the pink form is the one to fill in to hand to one of the Clerks. The first person to ask

questions is Senator Dan Boyle.

Senator Dan Boyle: Welcome, Professor Honohan. | would be interested in your current
views on the situation as regards the value of the currencies within these jurisdictions, the
direction that they are going in and the effect that the appreciation of the dollar is having on
the economies in this region. As Governor of the Central Bank, is there a range that you
would like to see operating? There are obviously advantages in a depreciating currency in
terms of improving exports, but it also increases the cost of borrowing at the same time. Is

there a balance that needs to be struck in trying to achieve both those policy goals?
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The Co-Chairman (Mr Niall Blaney TD): Professor Honohan, do you mind if we take a

few questions together, in the interests of time?

Professor Honohan: Then | can select which ones | emphasise more. [Laughter.]

Rt Hon Michael Mates MP: Professor, | have heard it said that the fact that you are part
of the euro-zone made the problems that struck us all less acute than they would have been,
and | have also heard it said that the fact that the UK is not in the euro-zone made its

problems less than they would have been. Could you explain this? Is it true?

10.00 am

Mr Michael D Higgins TD: |, too, would like to thank Professor Honohan for his paper.
The international response to the global crisis and to different parts of the European crisis in
the economy has led to a return to political economy as a concept, as a methodology, as an
approach. If, for example, one analysed the peopled economy, as opposed to let us say the
depeopled economy, one immediately sees that the community that participated in the

property bubble is not the community that would participate in wage reduction.

Then you could argue that an ordinary wage reduction without liquidity will make a nil
contribution to the reduction of unemployment. You then look in terms of such a strategy at
the high point of the Irish tax revenue take. Ireland, | think, was second from the bottom in
relation to social protection, so if one adopts a strategy of nominal wage reduction, one has
a very high likelihood of driving the community that did not participate at the time of the
boom into the poverty category, at the same time contracting demand and therefore adding
to unemployment, with its huge social revenue cost, rather than anything else. It is more
than a rhetorical point to suggest that a technicist model of the economy that is
disembodied is not the future, and that the future is in fact a form of social economy which

talks about the peopled economy.

Mr Arthur Morgan TD: Thank you for that presentation. Could | congratulate you and all

the Irish delegates here this morning on being substantial shareholders since this morning in
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one of the Irish banks? On that point, do you think it would have been more effective to
nationalise the Bank of Ireland and Allied Irish Bank in particular at the beginning of the crisis
because it would have stabilised the economy much more quickly? It would have provided a
revenue stream to small and bigger-sized enterprises in particular and would have given the
Government substantially more control, rather than the difficulty that we are having with

NAMA at the moment, as to try to value loans and assets is a difficult task for anyone.

Professor Honohan: All Members asked the same question. [Laughter]. Thank you for
the questions, but they are linked. On the question of where | would like the dollar, sterling
and the Chinese currency to be, | do not want to express a strong view on that. On the
guestion of whether it is good or bad for Ireland to have a weaker or a stronger euro, one
point to bear in mind is that borrowing does not come into it. Most of our borrowing, | think
almost all of it — | will be subject to correction — is denominated in euros, so we do not take
that kind of exchange exposure. The strength of the euro has put competitive pressure on
Ireland at a time when this has not been welcome. The recent stronger trend of the United

States dollar to some extent in the past number of weeks offsets that.

We are anchored to the price stability of the euro-zone and that is the constant feature
in our price and exchange rate evolution, so no matter what happens, you can be sure of the
convergence over the period of years to the inflation rate of below but close to 2%. What
happens outside of that is something that we can only have a limited influence on, but we
need to adapt ourselves to it. That is where | come to Michael Mates’s question: is euro
membership good for Ireland? s non-euro membership good for the UK? How could those
be reconciled? We are in something that has really been valuable for Ireland in the crisis,
where the extent of our additional borrowing needs, the extent of the vulnerability of our
banks, has been very considerable. The fact that no question existed about the currency that
represents the platform on which we build everything else, has removed a major part of the
speculative pressure, a major part of slides in market confidence and the influence of
international markets on our development, so | think that that has really insulated us and
allowed us to move forward, restructure and get the recovery going on a platform that is

absolutely solid.
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Why do people say that the British economy benefited from not having the euro link?
That relates to the next stage, which is the recovery of competitiveness. The decline in
sterling helps Britain’s competitiveness vis a vis all its trading partners. We do not have that
tool: that device for improving competitiveness on the lIrish side. We must look to
something else to restore the competitiveness. We have the stability of the platform, but we
need to look somewhere else for a competitive gain and that is why people can hold those

views simultaneously.

What do we look to somewhere else? This comes to Michael D Higgins’s question. It is
not a question of wage reductions for the sake of wage reductions. It is a question of
realigning the wage position with what can deliver again full employment. That is how | see
it. | can see that people looking at it from another perspective might be worried that calls for
wage reduction would in some way look to the interests of one segment of society as
opposed to the other, but | do not see it like that at all. | see it as a technocratic adjustment,
hard to achieve because of how personally everyone takes their own wages and how people
have become indebted in the currency and then their wages go down, so they have to pay on
the higher debt. It is in favour of the people who are unemployed, the people who are
vulnerable to unemployment, to get the wages into a competitive position, not to lower
them indefinitely, but to get them back into a competitive position. | think what has been
done through the Budgets is the sort of move that, replicated across the economy, and it is

already replicated in many sectors, has the potential to get us back on track.

| agree that political economy has come back to an extent because overconfidence in
the ability of markets to deliver — market fundamentalism — is, | think now, discredited. To
an extent, political economy has come back into the picture, but that does not mean that
markets are irrelevant and we have to respect the logic of the markets and ensure that we
do not stand out against them like King Canute. That is where my recommendations on

wages come in.

Deputy Arthur Morgan raised the question of the partial state ownership of the banks

and he referred to the transaction reported in the papers today and the cash dividend on
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preference share investment in one of the banks. The Government has taken a dividend in

the form of shares, which gives them an equity stake in the Bank of Ireland.

What is going on over the coming weeks is a sort of choreography of the restructuring
of the balance sheet of the Irish banks. It is something that has been planned and worked on
in a very intensive way over the past number of months. It will be coming to completion in
coming weeks. In a way what we have here is — the word that has occurred to me is
“untidiness” in the choreography resulting from this particular transaction, which is bound
by European Commission rules. | would have liked to see the whole balance sheet
restructuring accomplished in one go. This is a first transfer. There will be more, | am quite
sure, and it is being planned and structured. Should it have been done earlier? It would have
been nice to get all the legal complexities and the operational complexities of NAMA in place
some weeks ago, but it is only a question of a matter of weeks. There will be larger
Government stakes in the banks. It is a big jump from that to ask the question: should the
Government have seized full ownership of the banks a year ago or some time like that? We
can explore and scrutinise exactly what should have been done. | do not think that it would
have been a good move. What we have now is going to deliver the goods. It is not going to
deliver the goods as fast. Even though the banks would be recapitalised in a short period, we

have to be measured in our expectations about the effectiveness of these policies.

As | have said before, experience in most countries is that getting the banks back into
full vigorous operation after such a severe set of losses takes time, so we should not have
expected too much by now, and | want to assure you that things are very much under way. If
there had not been this bit of untidiness, we would have been pleasantly surprised in a few

weeks’ time with the comprehensiveness of the solution.

The Co-Chairman (Mr Niall Blaney TD): Thank you. We will bank four more questions.

Senator Eugene Regan: On the same subject, NAMA is seen as the solution to all our
banking problems, in addition to the restructuring, but NAMA is the basket into which
everything is thrown. You say that you are confident that it will all work but how confident

can you be? What we are creating is a monopoly in the property market in Ireland. We are
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also creating a new bank because it will have a lending facility of €5 billion to the property
market. It has to be approved by the European Commission at this stage. There is an issue of
whether performing loans should ever have been included in this scheme. A lot of operators
do not wish to be part of NAMA, have performing loans and do not wish to change their
bank, but the issue is how you propose to regulate that bank, as it is a major lender with a €5
billion facility that can be increased. We have to wait to see what the European Commission
decides on NAMA, but on the specific question, assuming it is approved, whether in its
present form or otherwise, what role will the Central Bank have in monitoring, supervising
and regulating the banking element of NAMA to ensure that it does not distort competition

in the Irish market and in the banking sector in particular?

Lord Gordon: My question relates to the Professor’s second last slide that tracked the
relationship between public expenditure and public tax revenues in both jurisdictions. In
both jurisdictions, there is a sharp rise in public expenditure, starting in 2007. | imagine that
a lot of it is due to a mirror image of the drop in tax take: in other words, paying out
employment benefit rather than getting tax on people’s earnings. But how much of the

increase in public expenditure is due to that?

The second point that | would like to make is that one part of public expenditure is
certain to increase, whether Governments like it or not, and that is payment of state
pensions, simply due to the increase in people’s longevity. How strong is the case for an
increase in the state pension age to 70 in both jurisdictions on strict economic terms? One
imagines that all political parties in both jurisdictions secretly know that they should do that

but are afraid to move to that because of elections.

10.15 am

Mrs Joyce Watson AM: | want to probe a little further about the wage competitiveness that
you spoke about. You showed on the slide, although we had to nearly break our backs to see
it on this side, that there was a 4% decrease in GDP tax revenue from what you called the
“fair-weather” taxes. You put it to us that we could reconcile taxation with wage

competitiveness. What you did not show and what | would be interested in seeing was the
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percentage of tax raised from earnings, because we need a comparator, we need to know

what we are talking about, and if it is higher than that 20%.

There is in existence already a gender pay gap, and the gap shows clearly that women
earn proportionately less than men. | can link my question to the previous question about
the people whom the Government might end up spending an awful lot of taxpayers’ money
on. There will be women who will be poor in retirement. They will be poor in earnings as a
direct consequence of wage competitiveness and our demographics tell us that you have
many more women living longer than you do men, so would that not cost the taxpayer more

in the long term?

Mr Noel Treacy TD: First, to give you some reassurance, Professor, one of the excellent
fixed assets that one of the distressed banks that you referred to funded was the excellent
complex we are in, so perhaps you will have an opportunity to do your own personal

valuation on the situation before you go back.

Referring to Deputy Morgan’s position, historically, at the start of this state in the
1920s, there was a strong co-dependence between the Bank of Ireland and the development
and evolution of the state. Perhaps you might like to refer to that. In your opening address,
you talked about accounting standards. You might elaborate on that still further. Finally,
you have clearly shown us, and we all know about, the serious drop in revenue income
through the various taxes into the Exchequer. What would you recommend now as new
streams of income and new taxes in order to sustain the economy, go forward and meet our

public expenditure requirements?

Professor Honohan: Can | clarify the first of the questions about co-evolution?

Mr Noel Treacy TD: The co-evolution of the Bank of Ireland and the state itself.

Professor Honohan: Eugene Regan asked about NAMA being seen as the solution to all

our banking system’s problems. | do not see it as the solution in all dimensions. | see it as an

important component. It kills a number of birds with the one stone, which was the elegant
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feature that attracted people to it, although that entails certain complexities. The birds that
it kills include the derisking of the banks’ balance sheets, so a lot of their riskiest stuff is
removed from them and they are seen as less risky entities to lend to. It provides them with
an asset that they can realise and cash in and use for loans that they might want to make,
because they are NAMA bonds that will be transferred to them. That is the second element.
The third element is part and parcel of the derisking. By moving these loans that are such a
headache for the top management of the banks to NAMA, which you have some things to
say about, at least the banks can refocus their attention on continuing business, so there is a
certain elegance in that. It is not enough. As far as | can make out, and | am no property
price expert, the transfers are happening at very fair and honest valuations and there is no
deviation from that, as far as | can make out. The result of that is that the banks are going to
be showing losses that have not yet been brought to their accounts — accounting allows you
to wait until the losses are really realised. That means that they will definitely need more
capital, so the opportunity would be taken to require the banks to put in enough capital to
take account of that and other future losses that they may receive. That is another
important component. We have NAMA, plus recapitalisation. Without recapitalisation,
NAMA is no use. You have to have recapitalisation and then you have to have the

restoration of confidence.

Everybody has been thinking and talking about this and the restoration of the
confidence of the bank managers and banking management structures themselves. Of
course, they get lots of propositions from people in these difficult economic times. They get
lots of propositions from people who will not be able to repay the loans — they do not make
those loans and cannot make those loans. Ultimately, if they did make those loans and lost

on it, it would be another hit on the taxpayer. | do not think anyone wants that.

We want to make sure not that the banks will flood the market with new loans but that
they have the confidence as well as the liquidity and capital — the liquidity and capital will

be assured — to make loans that are viable and can get the economy moving again.

You asked about the role of the Central Bank in regulating NAMA. NAMA will not be a

bank. Some elements of it may look as if they bear some resemblance to a bank. Itis nota
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bank. It will not have a banking licence, so it will not be regulated as a bank. The Central
Bank and Financial Services Authority have some specific statutory roles, particularly in
relation to the transfer, but not really—some lawyers will correct me and say what about the
section that will have this role—a deep role in the ongoing operations of NAMA after this.
That will not be a matter for the Central Bank under current legislation. NAMA has its own

governing structures, so that is what we would have to rely upon.

Lord Gordon asked about what | call automatic stabilisers: how much of the increase in
spending was automatic stabilisers, and how much of it was new initiative spending? In the
last year, in 2009, for Ireland, we could say that the increase is entirely automatic stabilisers,
although the automatic stabilisers were curtailed to an extent. It would have been more if
you had allowed all the automatic stabilisers to take place. In the years before, that would
not be the case. A large element in Britain would be of the same order probably but | would
not like to give you a number there. My impression is that perhaps there has been a certain
amount of autonomous spending in Britain to keep the level of demand up, whereas we
have been at a limit; we could not really go beyond that level of borrowing so we have had to

be constrained on our side.

The question was: should the state pension age be 70? | was about to think of
developing an answer to that and then | remembered that | am not in Trinity College any

more so | will leave that to other people in the room.

Joyce Watson asked about gender pay and bringing in what | would describe as the
fairness element — it is not just fairness; you are talking also about sustainability but it is
that territory of the tax structure. | think that it is enormously important to have a tax
system that is not only fair but is understood by at least a good majority of the people as
being fair. That has been a challenge when we are in the situation of restructuring tax

dramatically. People get comfortable with the tax system. They know it is there.

Noel Treacy asked about new forms of taxes. We had property taxes for a long time
and we got used to them. No one thought they were unfair. Then people thought they were

a bit unfair and they abolished them. Now | think that the return of a form of property tax,
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which has been advocated by many people, and we have advocated it in the Central Bank for
some time now, would be a useful element, both from the revenue point of view, and from

the sense of fairness.

When analysing the fairness of taxation, we must be careful not just to look at the
person who is actually paying the tax. We have to look at the impact on society as a whole
and the people behind that. Perhaps the landlords were paying the rates at a certain point,
but the people who were paying the rent to the landlord realised that it was hitting them as
well in some cases, so you have to look at the incidence of the tax. | think that that is all |
could say about that. The issue of gender taxation is not something that | could be an

authority on, but there is no doubt that these issues are important.

Noel Treacy’s other question was about accounting standards. The situation has been
fixed now. On international accounting standards, obviously there are many issues, but the
big issue for me is the issue of expected losses. If you are a banker saying, “I do not know
which of these property loans will default, but | have a fair idea that there will be
such-and-such a percentage of default”, according to the standard accounting methods, you
did not take account of that right away. You might make some small provision but you did
not have to say “l am going to come up to the plate right away and say | am going to lose x
billion.” Now accounting standards designers are facing up to that and recognising that you
have to take to the book the expected losses, even over a number of years ahead, and take
that into account. If you do that, you will get a much clearer picture of the true position of a
bank or any company but it really applies to banks and loans because loans are what the

banks do.

On the co-evolution of the Bank of Ireland and the state, gosh, it is an interesting topic.
| was driving over from Mayo. | was there yesterday. There was wonderful snowy frosty
scenery, but | stopped in each of the towns and looked at the different banks: the Bank of
Ireland, the Provincial bank, the AIB and Ulster Bank. This is a long story, we could go on for
hours about it. | do not know whether you are referring to an interesting episode in 1931,

where the role of the Bank of Ireland—
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Mr Noel Treacy TD: It was 1932, maybe. It raised its head again in the 1980s when the
Bank of Ireland required a certain thing from the state and referred to its contribution at the

start of that state. We perhaps need a lot of time to go through all that today.

Professor Honohan: There is good and less good in the story. There are some

incidents.

Mr Noel Treacy TD: There are interesting parallels shall we say.

The Co-Chairman (Mr Niall Blaney TD): Thank you Professor. We come to the final

questions.

Mr lain Smith MSP: We have had an interesting discussion this morning. One issue
that we all have to address is that banks should be there to serve the economy; the economy
should not be there to serve the banks. One of the issues is that clearly banks were indulging
in what has been described in the UK as “not of any social worth” activities. This largely
manifests itself in the way that they were lending. Take houses, for example. Prices were
expected to go up by significantly more than the long-term trend would suggest they should,
and house prices were more ahead of the equivalent of earnings than they had ever been
before. Similarly, the amount of the personal debt was way out of line with long-term trends
against earnings. Should the central banks have taken action to address those issues
because it was clear in the economy for many years that these things were happening, and
should the central banks have taken action or should they wish to have had the power to

take action on these issues?

Mr Jim O’Keeffe TD: | want to ask you to tease out the situation about the banks and
the capitalisation of the banks a little further. For those who are not from Ireland, €3.5
billion was put into each of the two main banks, the Bank of Ireland and the AIB, and through
the national pension fund. There was to be an 8% dividend. In default of the 8%, shares
were to be given by the banks, but everyone wanted the 8%. In questions | asked to the
Minister — indeed, in evidence given by the National Treasury Management Agency before

the Public Accounts Committee a couple of weeks ago — the impression | got was that the
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approval of the EU Commission would be forthcoming on the payment of the dividend and
that the default procedure, taking the equity stake, would not arise. People seem to have
been taken by surprise at what happened in the end. The EU Commission dividend stopper
still held. | got the impression that there was a rush at the end because the Bank of Ireland
may have limited its room for manoeuvre by putting a time limit on the situation through its
decision at the extraordinary general meeting but the issue arises, what about the AIB now?
Its dividend will be due later this year. There is another €280 million to be paid. Would it be
able to pay that, or will the dividend stopper still apply? Is the decision of the EU Commission

on that issue final or is it still up for discussion?

10.30 am

That leads me to the position before capitalisation. | think everyone agrees that, whatever
prices are paid through NAMA, further capital will be required by the two main banks. The
guestion is: how will they get it? Will there be things such as disposals in Poland and
America, and the selling off of bank premises, which is already under way? | always thought
that a rights issue at a modest price, underwritten by the Exchequer, was an attractive
approach, but in the light of the decision of the EU Commission, is there going to be a
restriction on any state involvement by underwriting or otherwise in relation to further

capitalisation of the banks? Could you tease out the way forward for us on that?

Mr Joe McHugh TD: Can | pick up the Professor’s thread on fairness and taxation? It was
interesting to hear the Central Bank advocating property tax, especially in light of the recent
past and the philosophy of banking, where bankers became salespeople and drove people
into negative equity. Can | suggest going back a little? The ordinary man in the street
predicted the unsustainability of the property sector and so-called educated, experienced
bankers/salespeople disregarded that notion. The ordinary man in the street today is
advocating that someone, or some people should go to jail and heads should be on a plate as
a result of this fiasco. Do you agree now with that philosophy of the ordinary man on the

street?
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Senator Cecilia Keaveney: It might not be your responsibility, but | think it is relevant in
relation to finance and the body that we are in at the moment. Have you any opinions on
the fact that Northern Irish sterling appears in the Bank of Ireland version, the Ulster Bank
version, the AIB version — all the various versions? For a long time, when you went to
England, you could not spend the Northern Ireland sterling because they did not recognise it.
| think that that has been overcome and it is probably no different for the Scottish notes and
perhaps the Welsh notes. When you go now abroad as a tourist with Northern Ireland
sterling to, for example, Egypt, its banks do not recognise it. Have you any thoughts on
whether there should be a move at this point to either have one recognised currency note
for the North, or to move to have what is there recognised more internationally? It seems an

impediment to tourism.

Professor Honohan: | know that time is running against us, but let me deal with the
guestions as quickly as possible. On the point that banks are there to serve the economy and
the economy is not there to serve the banks, | completely agree with that and that is really at
the heart of my philosophy of central banking. Someone else said, “The banks have all done
this and | am surprised to hear you say that,” but | should not be seen as someone, and the
Central Bank should not be seen as a body, that would be a lobbyist for the banks. The
Central Bank should understand the role of banking, the issues that banks have and that
banks’ customers have and the issue that the economy has with banks. That is the way our

policies are developed and our actions are developed.

| certainly agree with that proposition. With hindsight it is surprising — in some cases,
astonishing — that around the world, regulators and central bankers did not act sooner to
choke off the excesses that were occurring in finance. | have been asked by the Minister of
Finance to prepare a report, which | will deliver to him by the end of May, on the role of the
Central Bank and financial regulator in Ireland in dealing with these issues in the years before
the crisis. That will be the moment at which | can inform the Minister and, through him, the
general public on the interpretation of how it was that things got out of hand in the way they

did.
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Does my philosophy include that people who have committed criminal acts in relation
to this thing should go to jail? For sure. You do not go to jail for making mistakes, but you do,
and | think you should, go to jail for criminal acts if they can be proven and if they are
criminal acts that entail a jail sentence, so | have no hesitation about that. It is another
matter as to whether it is easy to achieve convictions on highly complex matters, which are

made highly complex in some cases to make convictions difficult to achieve.

Jim O’Keeffe asked some specific questions about the recent transaction, the dividend
stopper, and he is right to say that the NTMA, which is the principal agency concerned with
the discussions with the Commission and the banks on the payment of dividends, was
optimistic at a certain point that the cash dividend would be paid. There are different ways
of getting the money in. The Bank of Ireland still has the quarter of a million that it would
otherwise have paid over. It will not need that quarter of a million when it is recapitalised, so

| do not see it as a huge issue for me as between the two methods.

What the Commission is trying to achieve — it is trying to do it in a systematic and fair
way across Europe — is to make sure that banks that have survived because of good
management and good strategies across Europe are not undercut by some kind of cheap
subsidies from Governments of any type. That is the underlying principle. It is a state aid
principle. It would have been convenient if the Commission had said, “Of course, you have
NAMA and you are going to have recapitalisation and that is all going to happen over the
next couple of weeks.” It would have been convenient for us to say, “Why do you not bundle
all that business about the dividend into that?” It would have been convenient, but it would
not have been right for it to take a special position on Ireland that could have spilt over to

other countries.

| do not think that we should get very excited about this transaction, which is, in the
overall scheme of things, a relatively modest transaction. | do not think that it entails any
kind of obstacle to what will be done in the recapitalisation, which can be achieved through a
number of different means. You have outlined those, and | do not want to go into any detail
at this stage, but | think that we can rest assured that this will roll out very smoothly and

comprehensively in the weeks ahead.
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On the Northern Ireland bank notes, | should have consulted my friends at the Bank of
England on this. First, | am sure that they would say that your Bank of England notes will be
accepted everywhere, so if you take your notes out of the machine, go around to the teller
and say, “I am going to Greece” — actually, if you are going to Greece, you should have

euros.

On that amazing historical throwback, the Irish notes and the Scottish notes are of
benefit to the banks that issue them. It is a complicated system; it is not as good as you
might think. You might think, “They can print their own bank notes”, but it adds to the
profitability of the banks, so you want to consult your shareholder colleagues before you
abolish such an arrangement. | do not think that there is any question of abolishing it.

| think that | have covered all the questions.

The Co-Chairman (Mr Niall Blaney TD): Yes, Professor. Thank you for coming here this

morning to address us and also for your frank and most informative contribution. We in
Ireland appreciate the clarity with which you deal with the complex systemic challenges

facing the financial services.

May | make a small presentation to you in recognition of your presence here this

morning, your contributions to the debate and answers to our questions?

The sitting was suspended at 10.43 am.

The sitting was resumed at 10.45 am.

FOURTEENTH ANNUAL REPORT OF THE ASSEMBLY

The Co-Chairman (Mr Niall Blaney TD): | beg to move
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That the Assembly takes note of the fourteenth annual report of the Assembly [Document

No. 163].

| invite speakers to contribute to the debate.

Mr Andrew Mackinlay MP: | would like to ask a question on the 14th annual report
and | refer colleagues to paragraph 30 in particular. This is a question not exclusively to Paul
Murphy, but Paul has a special role and relationship here because, at the time, he was UK
Minister with responsibility for the relationship with the British-Irish Council and now he is
back here as our Chairman. | hope that there will be some benefit from this carousel
between him and Peter Hain. That remains to be seen but the fact is that in paragraph 30,
there is a statement by the British Government Minister, who was then you, Paul, saying that
the relationship needed to be strengthened between this Assembly and the British-Irish
Council. You went on to say that you believed that:

“there was a considerable argument in favour of the Assembly's Committee reports being

forwarded to the BIC”.

You went on to suggest, which | wholly agree with, that:

“the co-chairs might be granted observer status at the BIC.”

My question, which is not an unreasonable one, is: has that happened? Has it been
advanced? If so can we have a report on it and, if not, why not? It seems to me that we
need to be much more strident and assertive in this Assembly. This is the parliamentary arm
of that ministerial BIC. We have said that before. | want to know, in my last throw of the dice
here at this Assembly and membership, what has happened and, if nothing has happened,

when will it happen?

In that connection, later on in our agenda, we reach, tomorrow, | think, the motion on
the issue of the cancellation of the common reciprocal health agreement between some of
the jurisdictions here. | want to know whether the British-Irish Council has ever discussed
that issue. | put it to this Assembly that that is core business for the BIC. An expensive,

elaborate ministerial council has been set up. We are told in paragraphs 24 and 25 that both
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the 12th and 13th summits of the British-Irish Council discussed the economic situation,
swine flu and language issues, social inclusion, an update on the strategic review and the
global economic crisis, all of which are extremely important, but | return to the theme that
the core business is things that relate to the men and women of these islands. The arbitrary
cancellation by the British Government, on behalf of and without consultation with the
Governments in Wales, Scotland and Northern Ireland, in my view is an affront, which | will
elaborate on tomorrow. But the question is: why was this not discussed in the constitutional
machinery which was set up by treaty when it was core business for that body? | might be
wrong but | do not think that it has and | ask our Co-Chairs between now and tomorrow
morning, to ask the British Government in particular why this matter was not tabled before
the BIC. It was absolutely within the footprint of its terms of reference. | hope that, Paul, you
might be able to elaborate on whether you and your Co-Chair have now, which | hope you

have, observer status at the BIC.

The Co-Chairman (Rt Hon Paul Murphy MP): | could not give you an answer because
| am not a Minister. | used to be one but all | can say is that | agree first of all with myself on
the basis of what | said when | was a Minister responsible. | agree with Peter Hain, who
agreed with me and with you. What we now have to find out is what developments there
have been within the British-Irish Council to take on board the points that this Assembly has
made. | fully believe that, for example, the points that the Scottish Parliament has made in
its memorandum are very valid ones. They will be discussed in greater depth in the Isle of
Man at our next plenary. Those who might or might not be there will have an opportunity to
discuss it then. On the general point you were making with regard to the relationship
between this body and the British-Irish Council, | entirely agree and | think it is up to us as
Co-Chairs to find out when the next BIC is likely to be held and whether it has taken on board

our points.

More specifically, on the point with regard to your motion, which is to be debated
tomorrow and with which, by the way, | have considerable personal sympathy, you will note
that we discussed this last time, although not at any length. You will see in the letter that |
received from Andy Burnham, which was not brilliantly helpful on these issues, that they

propose to go ahead with the policy. The points that you made, particularly in relation to the
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other devolved Administrations who run the Health Service in Scotland, Wales and Northern
Ireland, is very valid. The arrangement in England is for the Secretary of State for Health, but
that is not the case for people from the Isle of Man who go to Scotland, Northern Ireland or

indeed to Wales, so | agree with that.

As to whether that should have been on the BIC agenda, my view is that it should
have been. |think that it is the ideal vehicle for these things to be discussed, but ultimately
that is a matter for the Isle of Man Government. It was in their gift if they so wished to place
that on the agenda of the British-Irish Council. | hope that tomorrow morning’s debate,
which | welcome, will be a vehicle by which the Chief Minister in the Isle of Man could, as a
result of this, put that on the agenda of the BIC, backed, | hope, by the Governments of
Wales, Scotland and Northern Ireland, so that the whole thing could be revisited. That is my
personal view. It is not the view of the Government, but | think you have made a very good

point.

Mr lain Smith MSP: | agree with the points that Andrew has just made. | want to make a
technical correction. Page 25 shows the membership from the Scottish Parliament. | was a

Member in January 2009, as well as December 2009.

The Co-Chairman (Mr Niall Blaney TD): Point taken. As no other Members wish to

speak, | will put the question.

Question put and agreed to.

Resolved:

That the Assembly takes note of the 14th annual report of the Assembly [Document
No. 163].

BUSINESS REPORTS FROM COMMITTEES
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The Co-Chairman (Mr Niall Blaney TD): We now come to business reports from

Committees. | call Jim O’Keeffe to give his report on the work of Committee A.

Committee A (Sovereign Matters)

Mr Ji m O’IWKikteuthforethrek matters, one very briefly because it is a bit like
a long-playing record, which relates to the continuing work of Committee A over a number of
years in relation to mutual recognition of penalty points in the different jurisdictions. | want
to mention that this issue has not gone away, to coin a phrase. Progress has been made in
the past number of years through the mutual recognition of disqualifications but the issue in
relation to mutual recognition of penalty points has not been dealt with and | am merely

giving a further interim report at this stage.

Lord Dubs and Brian Hayes are two Members involved in this. They do not intend to

let it drop and they will continue to press the issue until such time that it is resolved.

The two main reports | want to touch on today relate to cross-border co-operation
between the police forces: between the PSNI and the Garda Siochdna. We have completed
an update on that. Since our last report, this document has been circulated to us. Since the
last report, there have been a lot of improvements, and a number of the recommendations
we made have been dealt with in the meantime. If you look at the summary of the
recommendations, you will find that there are still some issues that we think need to be
dealt with. This is against a backdrop of fantastically good co-operation between the two
police forces and a lot of the issues that we have touched on are at a technical level.
Unfortunately, we had to refer to the continuing dissident activity resulting in the
horrendous recent attack on a PSNI constable. On the other side of the coin, we had the
decommissioning by the UDA and the INLA. Of course we have had the Hillsborough
agreement which | hope will lead shortly to the transfer of policing and justice powers to

Belfast.
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On the negative side, the procedural manual that was to be the operational manual for
training and was to be used between the two police forces, has not yet been completed and
published, so we press for the completion of that. There has been an improvement in
relation to the service of summonses by post. We highlight the fact that there is a need to
expedite the process in relation to more serious charges. There is an issue in relation to the
transfer of evidence between the Garda Siochana and the PSNI. Some improvements have
taken place, but in our view the procedure is still too protracted and it needs to be further
reviewed without further delay and in particular unnecessary delays need to be eliminated.

There is also the issue of the criminal jurisdiction Acts.

The Co-Chairman (Mr Niall Blaney TD): Apologies Jim, rather than going into detail on
the report, we want a brief on the work of each Committee and we will come back then to

individual reports.

Mr Ji m O’ 0KeWefhdveea re€oBmendation on that and that should be dealt
with. We touched on some other issues in relation to secondment. If there is going to be a
debate on it, we can go into the matter in more detail later. In any event, we have the two
police chiefs with us this afternoon, and the report can provide a backdrop to the debate

that will follow their contributions.

Another issue that we dealt with was the common travel area. There have been
developments since our last report. There has been new legislation in the UK and, in
addition, there has been a new draft immigration simplification Bill, which is an unusual
process that | have not come across before. A draft Bill has been circulated with a view to it
being considered in the next Parliament. Essentially, what we are saying is that, while there
is excellent co-operation between the UK Border Agency and the Irish Naturalisation and

Immigration Service, it is important that the level of information sharing be kept up.

11.00 am

There are also some differences in the visa requirements, and we highlight the fact

that, if possible, those differences should be eliminated or reduced as far as possible. In
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relation to the new Bill that will be introduced in the next UK Parliament, there should be
close consultation with the Irish Government and, most importantly, with the Crown
dependencies, members of which gave evidence to Committee A at one of its meetings in

London.

| did not note a formal motion on the agenda, but the proper procedure is that the
Assembly should take note of the two finalised reports, and the normal resolution should be
passed. Perhaps you might arrange for that before the end of the session, namely that the
conclusions and recommendations should be forwarded to the Governments, the devolved

administrations and the British-Irish Council for their comments.

The Co-Chairman (Mr Niall Blaney TD): Yes, | will formally do that in due course. We will
have an update on the work of each committee first. Therefore, | call on Committee B. |
understand that Committee B has requested to defer its business report until tomorrow
morning’s session. | am happy to accommodate this if the Assembly agrees. Is that agreed? |

see that it is. | call on Robert Walter to give his report on the work of Committee B.

Committee B (European Affairs)

Mr Robert Walter MP: At the last plenary, | indicated that Committee B was considering
three reports, and that we intended to present three reports to this meeting. We will be
presenting the final report on common European defence and security policy further down
the agenda, an interim report on recession and EU migrant workers and an interim report on
the British and Irish isles regional economic space. The Committee has met four times since
we were last here in Plenary. We met in Brussels, Stockholm and London, and this morning

we met here.

In order to expedite the production of the reports, we took the decision to adopt a
slightly continental practice and appoint rapporteurs for each of the reports. So the report
which will be before you under item 9 on common European security and foreign policy will
be presented by me as the rapporteur on that. The report on the recession and EU migrant

workers will be presented by Charlie O’Connor, but he has a co-rapporteur in Baroness
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Harris, so she may want to make a contribution on that. The report on the British and Irish
isles regional economic space will be presented by Mike German AM. Without stealing any of

Mike’s thunder, | want to make two points on that report in a technical sense.

One is that we are very grateful for the tremendous assistance that we got from the
staff of the National Assembly for Wales in Cardiff and Brussels in producing the report.
Secondly, going back to Andrew Mackinlay’s point a few moments ago about the British-Irish
Council, we believe that this is an item which the British-Irish Council should have on its
agenda. It is an EU policy area in which the BIC should be producing a report itself, because it
very much falls into its area of activity. However, | will let Mike German talk to that when he

presents his report.

The Co-Chairman (Mr Niall Blaney TD): Thank you, Robert. | now call on Margaret Conlon to

give a brief report on the work of Committee C.

Committee C (Economic)

Mrs Margaret Conlon TD: We completed a report on apprenticeships which we presented at
the last Plenary in Swansea, and we have had a response from Peter Mandelson to it. We are
now looking at the support mechanisms and incentives available to small and medium-sized
enterprises, and we are focusing specifically on the area of green energy and green
technologies and their place in the economy. We spent a day in London gathering evidence.
We have no substantive report to present at this stage. Our work is ongoing, and we propose
to hold another evidence-gathering session following the elections in the UK and we hope to

do that in September or October.

The Co-Chairman (Mr Niall Blaney TD): | call on Lord Dubs to give us his report on the work

of Committee D.

Committee D (Environmental and Social)
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Rt Hon Lord Dubs: Thank you, Co-Chair. Most of the issues to do with Committee D come up
at other points of the agenda. | will refer briefly to one or two, however. First of all, we
received a response from the British Government on our report on climate change, which we
presented and which was approved in Swansea. It is about time that the British Government
started responding better and | am gratified by what Margaret said; we are beginning to get
responses. We had a debate in the House of Lords about the climate change report. A bit of
embarrassment for the Government never goes amiss if it produces sensible responses to

the work that our committees do. Therefore, we have that one.

Secondly, we will later present — | think that it will be tomorrow; thank you for
changing the timetable — the report on getting unemployed people back to work, which we
finished since Swansea. We have worked pretty hard; we have had four meetings since

Swansea, one here and three evidence-taking sessions.

The other issue is that, if we look to the future — although we cannot empower our
successor Committee when it will be reconstituted in the autumn to do particular things —
we would certainly put another quick look at the Irish community in Britain on the agenda of
our successor Committee, working with the Federation of Irish Societies. We would reserve
the right to look further at the climate change report and possibly to update the report that

we are presenting this time on getting unemployed people back to work.

The Co-Chairman (Mr Niall Blaney TD): There are two reports from Committee A and three

reports from Committee B, which have been circulated.

Report of Committee B (European Affairs): Update on ross-Brorder Co-operation Between

Police Forces

Mr Jim O’lKegteidvee T D:
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That the Assembly adopts of the report by Committee A on cross-border co-operation

between police forces [Doc. No. 172].

We had a number of meetings, in Dublin, Dundalk and Belfast. We met Commissioner
Fachtna Murphy and the new Police Service of Northern Ireland chief. Arising from that, we
have focused on a number of issues that | mentioned earlier. Do you want me to go into

them in more detail at this stage, Co-Chairman?

The Co-Chairman (Mr Niall Blaney TD): Feel free; if you want to go through some of the

reports, | will invite some questions.

Mr Ji m O’IKegywdrpaeon.T D:

The Co-Chairman (Mr Niall Blaney TD): If you want to go through some of the reports, feel

free to do so, and | will invite other Members to speak.

Mr Ji m O’iHen@dradgeecomméhts on the report, perhaps | might have an

opportunity to reply to them. Would that be the best way of dealing with it?

The Co-Chairman (Mr Niall Blaney TD): Yes, | am happy with that.

Mr J i effe TD: TKeee is enormous co-operation between the two police forces, but
there are some procedural matters that should be improved upon, which we have
highlighted, particularly in relation to the procedural manual and expediting dealing with
serious charges, and very much in relation to the cumbersome procedure involving the
transfer of evidence between the two forces. We also think that there is a need for new
legislation to extend the remit of the Criminal Law (Jurisdiction) Act 1976, which could be by

way of parallel legislation, which would probably suit people best.

We were somewhat critical of the slow pace of transfer between the two forces, but
we were heartened by the fact that the first superintendent was appointed recently, going

north from the An Garda Siochdna to the PSNI. We recommended that that process should
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be extended, in particular to lower ranks. We still saw some value to lateral entry, because of
the general problem in relation to pension rights affecting public servants, and were
heartened by the improvements in interoperability between the radio systems, which has

improved enormously and, by next year, they should be totally interoperable.

There is still an issue that remains touchy, namely that of criminals still possibly
evading arrest by crossing the border. Although the improved communication system has
reduced that to a considerable degree, there is still that possibility and we understand that it
can still happen. The issue of hot pursuit is a touchy area but we believe that it should be
looked at by the appropriate authorities, particularly following the appointment of the new
Minister for Justice in Belfast. It is an issue that should be examined to see whether any

changes might be recommended.

The Co-Chairman (Niall Blaney TD): Thanks, Jim. The motion is that the Assembly takes note
of the report by Committee A, entitled ‘Update on Cross-border Co-operation Between

Police Forces’. | now invite comment in relation to the report.

Mr Stephen Rodan MHK: | do not know how many of you are experts at speed-reading, but |
find it difficult to comment on this and the other important reports that we have just
received today. We do the Committees a disservice, who have obviously put a great deal of
work into all of the reports that we are about to consider. We are being asked not just to
take note of the reports but to endorse that they be forwarded to the respective
Governments and devolved Administrations for their observations. | appreciate the process
is such that the various Committees cannot physically meet and agree the reports until they
are physically present at the Assembly. However, Co-Chair, these are very important matters

and | would feel more comfortable having had an opportunity to read the reports.

| am particularly interested in the next report on the common travel area, in relation
to which the Committee was kind enough to take evidence from colleagues from the
Channel Islands and me. We are not disputing the conclusions of the Committee in any way.
However, we are asking our respective Governments to respond so we must invite the

Steering Committee to look at the question of how these reports can go forward to
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Governments with more than simply the note of the Assembly and with its positive
endorsement, as a general conclusion, and in this particular case it is in relation to cross-
border co-operation. My comments are general but are valid in relation to this and other

reports.

The Co-Chairman (Niall Blaney TD): Your point is certainly noted by both Co-Chairs and we
will deal with it in due course. | am aware that this particular report was only agreed by the
Steering Committee last night, therefore there are difficulties, but it is something that we will

consider with a view to trying to make the reports available at an earlier stage.

Mr Seymour Crawford TD: Thank you, Co-Chair. | welcome the tremendous amount of work
that has been done by my colleague Jim O’Keeffe, as Chair of the Committee, and by the
Committee as a whole. There is nothing more important to a border area than proper and
organised security. As the report states, there is still a major threat from dissident groups.
Although | welcome the decommissioning of weapons by the Ulster Defence Force and the
Irish National Liberation Army, it is it important that people around this table should know
that there are still active groups who are involved in preparing for destruction and death, if
at all possible. We have never been more in need of proactive engagement between the

Police Service of Northern Ireland and the gardai.

11.15am

| welcome the fact that, for instance, in the attempt to track down the murderers of
Paul Quin, the gardai were accompanied on a house-to-house search to gather evidence in
South Armagh. It was a major breakthrough. However, as section F of the report points out,
there is still a major problem with the way that the system works and the procedure involved
in the transfer of evidence between the gardai and PSNI. | am speaking specifically of an area
along the Cavan-Monaghan border with county Fermanagh, which is known as a no-go area.
The road was restructured there and there are groups of young people who are involved in
all sorts of unlawful activity. They know that they can do so because it takes some time for
the security forces that are relevant to the area to gain agreement to get into the area. It is

quite worrying. In fairness, there has been tremendous co-operation, which has eased the
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situation. However, we need to ensure, and | would beg those in authority to ensure, that
the existing difficult line of procedure is dealt with and that a new structure is put in place
whereby the local gardai and the local PSNI can cooperate directly without having wait for

advice from on high.

The Co-Chairman (Niall Blaney TD): There is one last contributor: Cecilia Keaveney.

Senator Cecilia Keaveney: Thank you, Co-Chair. There are two points that | would like to
make. First, the report’s recommendations include a condemnation of the attack on Peadar
Heffron. | would ask whether it would be appropriate for the Assembly to send a message of
best wishes to Peadar; Fiona, his wife; and their extended family. It is important that bodies
like this, who represent so many political backgrounds, are seen to be united in our delight to
see him out of intensive care and going from stride to stride, which is an unfortunate phrase
given that as his injuries as serious as they are. There was quite an overt message in October,
when the PSNI, the London Metropolitan Police Service, the New York Police Department
and the gardai played in the Gaelic Athletics Association match, and Peadar was the captain
of the team. That is the way that we would like to see progress taking place. Therefore, there
is all the more need for us, as an Assembly, to say that we are fully behind his rapid recovery,

and | think that is important.

The other point that | would like in relation to this is a question to Jim. One point that
has been made to me quite often is that while the PSNI would have a dedicated officer for
the meetings, a lot of the time the gardai would not have a dedicated officer, which would
mean that it would not necessarily be the same person going to cross-border meetings.
When you were looking at cross-border co-operation, did you come across this or did the
guestion even arise? It is important if we are to establish continuity that the same types of
people should go to the same types of meetings, which means that you do not have to
restart at the beginning of the process, and explain issues. The continuity was not there in

the past, | do not know if it is there at present, but it should be there in the future.

The Co-Chairman (Niall Blaney TD): Thank you, Senator. We have four more reports to get

through, including this one, and another 25 minutes before the Taoiseach arrives. | would
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ask Members to recognize that in giving their contributions and keep them as short as
possible. There will be one more contribution, then we will go back to Jim for some brief

comments, before adopting the report.

Dr R 0 r y nTD:'Just @ery briefly, the Chairman referred to the transfer of evidence and
we spent a lot of time debating the issue. It is important that criminals are dealt with
effectively. It can take anything from to six months, or longer, for a request to be processed
for a transfer of evidence, because it has to go to so many different agencies: from Dundalk
to Dublin, from London to Belfast, to a number of agencies and back again. This is an issue
that needs to be addressed in some way. | believe that it should be addressed as a matter of
urgency—we need some way to simplify this. Perhaps, when the new Minister for Justice is
appointed in Northern Ireland, there will be a facility for direct transfer of exhibits and

evidence as required in either jurisdiction.

The only other point is the question of policing in the border areas. Certainly, the
Police Service of Northern Ireland is doing a very good job, but in areas like South Armagh, |
do not think that normality has yet been restored, and it will take some time. | would hope,
now that we have seen a superintendent seconded to Northern Ireland, that we will see the
gardai being placed in South Armagh and places like Crossmaglen, because | have no doubt

that that would help to restore normality to that area.

The Co-Chairman (Niall Blaney TD): Very briefly, Noel Treacy will come in on this point.

Mr Noel Treacy TD: | think that we should pay tribute to the two Governments and all of the
political parties in Northern Ireland for the progress that has been made on the devolution of
justice and policing. It is important that we have a new Minister of Justice appointed as
quickly as possible in Northern Ireland so that he or she can sit on the North/South
Ministerial Council and address the issues that colleagues have raised here in co-operation
with both Governments to make vital changes. It behoves all of us to work to eliminate
criminality, improve co-operation, and improve facilities in order to eliminate criminality. We

wish everyone well in that effort.
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The Co-Chairman (Niall Blaney TD): Thank you, Noel. Jim O’Keeffe will wind up.

Mr Ji m O’ IKaeeeofsdy, en thE Becessity for speed-reading, that it was related to
the fact that we wanted to finish the report before the UK general election, while we had the
existing Members who had been working on it. So, that was a contributing factor. In relation
to the point raised by Seymour and some of the others, you will have the opportunity to talk
to Matt Bagott and Fachtna Murphy, the Chief Constable and the Garda Commissioner, later
in the day on points like the dedicated officers that Cecilia raised. | am not absolutely certain
about the situation. | know that there have been changes, but the exact changes can
probably be given to you by Commissioner Murphy when he arrives. If it is okay with the Co-
Chairs, | certainly like the notion of sending a special message to Peadar and Fiona Heffron,
as recommended by Cecilia. With regard to the tangible evidence, a major point was made
by Rory O’Hanlon on the establishment of what is called a central authority in Belfast; that
will come into focus now with devolution. | received a letter from Paul Goggins last week
that touched on that, saying that it would be a matter for the Northern Ireland authorities.

That may resolve that issue.

Lastly, | certainly endorse the point made by Noel Treacy in relation to the
contribution made by all the parties in Northern Ireland towards the current state of
development in the process. | think that everyone has worked mightily to achieve the
present outcome. | recommend the noting of the report and the approval of the motion as

already outlined.

The Co-Chairman (Niall Blaney TD): Thank you, Jim. Certainly, both Chairs will act on the

note to Peadar Heffron.

Question put and agreed to.

Resolved:

That the Assembly takes note of the report by Committee A: Update on Cross-border Co-

operation between Police Forces. [Doc. No. 172].
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Committee A (Sovereign Matters): An Update on the Common Travel Area

The Co-Chairman (Niall Blaney TD): We now have an update on the common travel area

from Jim O’Keeffe.

Mr Jim O’lKegteidvee TD:
That the Assembly takes note of the report of Committee A on the Common Travel Area: An

Update [Doc. No. 173].

This an update on the situation arising from the passage of recent legislation in the UK,
which excludes clause 48, or section 50, as referred to earlier. It fell off the table, as it were,
as the Bill went through. We also looked at the current situation in relation to the common
travel agency, and it is a highly complicated area in that everyone would like to see the
common travel area maintained, but everyone wants to ensure that illegal immigration and
trafficking and drugs smuggling and so on are stopped as well. It is a question of trying to get
a balance between the two. We are not only looking at legislation, but, for example, the
issue of the requirements of air carriers, such as Ryanair, that insist on the production of a
passport even if you are travelling from Cork to Dublin, | think. So, we look at the current
situation and the situation in relation to these visas. Funnily enough, there is a continuation
of the distinction between the two main jurisdictions in relation to visa requirements. There
are special reasons for this. We highlight the current situation and encourage the British and
Irish authorities to work together to reduce, if not eliminate, the differences in visa
requirements where possible. It hardly makes sense, in a common geographical area, to have

different visa requirements in Dublin and London.

We also note the new draft immigration simplification Bill. The draft contains a

recommendation that the famous clause 48 figure in the legislation. That is a matter that
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should be discussed. It will not happen in the current Parliament, but if the Bill proceeds, it
should be discussed in detail with the Irish authorities. Very importantly, the Crown
dependencies of Guernsey, Jersey and the Isle of Man made some very interesting points in
their evidence. It is clear that there should be full consultation with the Crown dependencies

on any new proposed changes to the legislation.

The Co-Chairman (Mr Niall Blaney TD): | understand that this is an update. Do any Members

wish to comment on the motion?

Mr Stephen Rodan MHK: | wish to congratulate the Committee on its work and to highlight
the importance of the issue that Jim just spoke about, namely working towards common visa
requirements. The whole rationale with regard to borders is to strengthen common external
security. The more we can do that, the less we need to bother about travel arrangements,
such as intelligence-led checks or anything else, within the internal common travel area. The
Committee was also right to advise proceeding with caution with respect to the immigration
simplification Bill. | wish to ask the Chair of the Committee whether the Committee took
evidence from the House of Commons Home Affairs Committee, which | believe recently
reported on the difficulties in getting the required data for individual travellers as part of

passenger travel information.

Paragraph 15 of the report refers to the UK Border Agency arguing for an e-borders
system of collecting and analysing passenger, service and crew data provided by carriers on
Ireland-UK air and sea routes in the same way as is done for international routes to and from
the UK. It is my understanding that the office of the European Commission Data Protection
Officer has expressed grave concerns about the validity of passengers providing such data on
travel from mainland Europe to the UK. | understand that its worry is that passengers may
decline to provide certain information. That would render the e-borders strategy pretty
much boundless. It is my understanding that the same report refers to the fact that the
North/South Irish border is so porous that it would be impossible and therefore meaningless
to bring in these controls elsewhere. So, | would like your comments on that, Co-Chairman.

Thank you.
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11.30 am

The Co-Chairman (Mr Niall Blaney TD): Thank you, Steve. | call Baroness Harris of Richmond.

Baroness Harris: Thank you, Co-chair. It is about the flexible responses referred to by the UK
Government. | had a meeting with the Minister for immigration and people from the UK
Borders Agency to talk about exactly this problem. | was not satisfied with their responses. |
still believe that flexible responses are not good enough. They are not tying down completely
what is needed. | think that Steve Rodan’s remarks are very apposite and | still think that we

need to keep a very close eye on what is happening here.

The Co-Chairman (Mr Niall Blaney TD): You may make a brief comment, Jim.

Mr Ji m O’ Wrebeidflyf, tae twlo Bontributions were very valuable. | should say that
this is an update; it is an issue to which we will be returning because, particularly with the
clear intent of the UK Government, | am not sure whether there will be a spill-over if there
are any changes. | would say that we will see further legislation in the next UK Parliament.
So, | would anticipate that we will be looking at these things again. Obviously, we will be
taking on board the points made by the Home Affairs Select Committee. We will also be
looking at the points raised by the EU Commission. In relation to the Irish border, there are
300 miles of it and a number of our Members will know it a lot better than | do. It is not a
guestion of being porous, because it is 300 miles long. You just cannot do it. It is not like the
Berlin wall, thanks be to God. That is just a fact of life that there is not any real possibility of
that and neither would | want to see a return to even attempts at manning that border. As |
say, we will take all these factors into account when we return to this issue. In the meantime,
| would ask that the Assembly would note the current report and forward it, with its
recommendations, to the authorities and the devolved administrations and the British-Irish

Council.

The Co-Chairman (Mr Niall Blaney TD): Thank you, Jim.

Question put and agreed to.
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Resolved:
That the Assembly takes note of the report of Committee A, ‘The Common Travel Area: An

Update’. [Doc. No. 173].

The Co-Chairman (Mr Niall Blaney TD): | would like to point to out that the Taoiseach is due
to arrive in 10 minutes and has to leave around 12.45 pm to attend another meeting. Our
time is really limited here and | apologise. | remind Members to keep their questions brief.
Obviously, it will not be possible for everybody to speak, so please bear with us and we beg

for your co-operation in this regard.

Report of Committee B (European Affairs): A Common European Defence and Foreign

Policy

Mr Robert Walter MP: | beg to move

That the Assembly takes note of the report from Committee B on a Common European
Defence and Foreign Policy and the conclusions and recommendations of the report, which
should be forwarded to both Governments and the devolved administrations for their

observations. [Doc. No. 164].

This is the first of three reports from my Committee. This particular report has had a
fairly long gestation period. It dates back some six years. There have been political
sensitivities in the meantime, not least of which the two referenda in Ireland, in which the

common foreign and security policy was one of the issues that was raised.

It is an interesting report because of the contrast between the two sovereign
jurisdictions. The United Kingdom has a policy of using its defence forces as a projection of
its own foreign policy; it has a history of expeditionary campaigns and is very much looking at
strategic defence; and, it is a founding member of the North Atlantic Treaty Organization and

is a nuclear power with a nuclear deterrent. Ireland has a tradition of military neutrality, but
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nevertheless has a long record of participation in United Nations missions. It is not a member

of NATO, although it is a participant in Partnership for Peace.

How could there be a common security and defence policy between two contrasting
nations? The fact of the matter is that the 27 member states—or, in fact, the 26 member
states, as Denmark does not participate — do have a common security and defence policy. It
is not what the French call “défense Europe”; it is not a strategic defence. The common
security and defence policy can trace its roots back to the Maastricht treaty of 20 years ago,
and to the St Malo agreement between Mr Blair and Mr Chirac. The wording in the latest
Lisbon treaty is interesting in that it talks about the progressive framing of a common union
defence policy that will lead to a common defence, when the European Council, acting
unanimously, so decides. That reflects the seemingly eternal embryonic nature of European
defence, and the wording has remained virtually the same since the Maastricht treaty of
1991. Given the position taken by Ireland and other militarily neutral member states, that
position is likely to remain for the foreseeable future. In fact, one might say that the concept

of a common European defence is stillborn.

That is not to say that there has not been a record of achievement, particularly in
what are described as the Petersberg tasks of peacekeeping, peace enforcement and
humanitarian missions. In the last year or so, we have seen two EU military missions in which
our two countries have taken a leading part. There was a mission in Chad to keep the peace,
particularly among the refugees from the conflict in the Sudan. It was a military mission that
was led by an Irish general, namely Pat Nash, to which the Irish armed forces contributed to
a large extent. At the same time, last year, the EU launched an anti-piracy mission off the
coast of Somalia, which was led by a British admiral. That is an ongoing mission, and, again, is

conducted under the common security and defence policy.

The conclusions of this report, Co-Chair, are that the common security and defence
policy has limited but desirable aspirations. Given the Irish triple lock, it will not extend
beyond the current areas of activity — certainly for the foreseeable future — but it is
possible for both the United Kingdom and Ireland to be involved in the same common

security and defence policy.
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The Co-Chairman (Mr Niall Blaney TD): The motion is that the Assembly takes note of the
report from Committee B on a common European defence and foreign policy, and of its
conclusions and recommendations. It will be forwarded to both Governments and to the
devolved administrations for their observations. It is document number 164. Is the motion

agreed?

Question put and agreed to.

Resolved:

That the Assembly takes note of the report from Committee B on a Common European
Defence and Foreign Policy and the conclusions and recommendations of the report, which
should be forwarded to both Governments and the devolved administrations for their

observations. [Doc. No. 164].

Mr Andrew Mackinlay MP: | welcome the report, and, as a representative of the United
Kingdom, | want to use this opportunity to acknowledge the great service that the naval core
of the Irish Republic gives to the United Kingdom and, more widely, to western Europe in
respect of its responsibility for interdicting and policing a large amount of the sea in and
around these islands, and to the west, way out into the Atlantic. | do not think that that
should go unacknowledged. It undertakes skilful maritime exercises and policing operations,
combating organised crime and securing these waters for the benefit of the whole European

Union. That should be readily acknowledged.

Secondly, | want to say how much it was appreciated that the Irish craft, namely the
LE Eithne — | am open to correction on this, and | hope that the official report will contain
the correct spelling — made goodwill visits to Belfast and other ports of the United Kingdom.
It was at the Tall Ships event in Belfast last summer, and the hospitality that the Irish navy

extended was much appreciated.

The Co-Chairman (Mr Niall Blaney TD): If the Assembly will oblige, the Taoiseach has arrived,

and | propose to defer the motions until the conclusion of the evening’s business. That will
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be after the Chief Constable of the Police Service of Northern Ireland and the Garda

Commissioner have spoken. | see that Members are agreed.

As Members have agreed to stay seated, | and my Co-Chair will go out to greet the

Taoiseach and bring him in.

The sitting was suspended at 11.40 am.

The sitting resumed at 12 noon.

PRESENTATION BY THE TAOISEACH

The Co-Chairman (Mr Niall Blaney TD): We are back in public session. |1 am pleased to
welcome the Taoiseach, Mr Brian Cowen, who is here to address us this morning. | am
personally aware that he went to a lot of strides to keep this morning in his agenda even
though he has a very busy schedule today. | thank him for that. In the interest of fairness

and independence | shall ask my Co-Chairman, Mr Paul Murphy, to chair this session.

The Co-Chairman (Rt Hon Paul Murphy MP): | thank Mr Niall Blaney. | echo his welcome to

the Taoiseach. | have know him in different capacities over many years and | know that all
us, from all of the jurisdictions in this room, owe him a great debt for the work that he has
done to develop peace and prosperity in Northern Ireland, in particular. We all very much

look forward to hearing what the Taoiseach has to say to us.

[Applause.]

of
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The Taoiseach (Mr Brian Cowen): | thank Mr Paul Murphy for his comments. | thank the
British-Irish Parliamentary Assembly for the kind invitation to join you here in the wonderful

surroundings of County Cavan. | particularly welcome all of our guests.

As | look down, | can see some of the founding members of the Assembly’s precursor,
the British-Irish Parliamentary Body. This is the 20th anniversary of the setting up of the
original inter-parliamentary arrangement between Westminster and Dublin. | was a
founding member of that Body and | recall with great clarity and affection many of the
interactions. It was a very important development because it gave both sides and
parliamentarians, in both jurisdictions, an opportunity to get to know each other far better
than would otherwise have been the case. In doing so, we had a great opportunity, in a
structured way, to exchange perspectives and to get a far deeper and more genuine
understanding of each other’s point of view. This method enhanced the democratic process
and the important role that parliamentarians play, not only in holding our respective
Executives to account, but also in assisting our respective Governments in charting a way
forward that would work with the parties within Northern Ireland in a way that brought
about the peace process. We should never underestimate the continuing important role
that | see this Assembly playing, particularly now as we move into the next phase of the
process, the importance of realising the potential of the agreements that we have reached,
the importance of providing encouragement to those who are participating in the various
structures and strands that have formalised the political relationships between these islands.
This is something that needs to be enhanced and strengthened and there is much experience
and expertise in this Assembly that can be of assistance. In the past Members have, in many
instances, held governmental positions and are very au fait and experienced in how to deal
with issues and to find ways forward that accommodate and achieve objectives in a mutually
reinforcing and supportive way. This Assembly, therefore, should be assured, from my
perspective and that of my colleague, Gordon Brown, that we see it as playing an important
role and supportive framework in ensuring that we proceed along the lines envisaged and
that the Agreements that we have reached can realise the potential that we all have for

them.
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As | said earlier, | am delighted to have the opportunity to speak to you today. |

thank the Co-Chairs, Mr Niall Blaney TD and Mr Paul Murphy MP, for inviting me.

We have seen that the peace process, the Good Friday Agreement and the St
Andrews Agreement, brought us into new areas where we thought we would never be. We
know that the outcome of those discussions and negotiations, and the ongoing work today,
confirms that we are on a common journey, that the destination that we work towards is not
predetermined, that we are working for mutual benefit and that we respect one another’s
position totally. It also confirms that we are absolutely committed to peaceful, constructive
and political dialogue that will help bring benefits to all of our people. That is a mark of the
progress that has been made. The whole tenor and substance of our discourse has been
greatly improved as a result of finding those accommodations, of finding the way forward in

which we are all equally comfortable to work together.

For me, that is mirrored in our current economic situation. Clearly, one thing we do
know is that we will never return to the status quo ante. We are in a new situation. How we
develop successful economies in the aftermath of this crisis will mean that we will never
return to the pre-crisis days. Therefore, the countries and the societies that have been able
to identify opportunities during this crisis, how we will rebuild our economies, will be

fundamental to the success of the venture we have embarked upon.

With regard to the agreements that we have signed, it is important to recognise
recent developments. | am delighted to say that the Chief Constable and the Garda
Commissioner are here today. They will update us, not only on the extraordinary level of co-
operation on policing and security matters, in particular, but more generally the stability that
it has brought. Of course, co-operation is never founded on complacency but on the need
for co-operation to continue and deepen that those who would seek to undermine all that
has been achieve will not succeed however much a minority or misguided they may be. It
also indicates that the devolution of policing and justice, upon which we have now
embarked, the process of reform, change and participation will, on 9 March, see the
prospect of cross-community support in the Assembly for the transfer of powers. On 12

April, there will be the need to proceed beyond. These are important landmark dates. We

61



hope and believe that a renewed momentum, through the devolved institutions, will deliver
for all of the people of Northern Ireland. | want to thank everybody who has been involved
in all of that work. | also want to thank the commitment of the British Prime Minister,
Gordon Brown, and Secretary of State, Shaun Woodward. They worked with me and
Micheal Martin, in our respective jobs as governmental representatives, and the parties to

deal with those issues.

In the challenging time that we face, it is important that politics in Northern Ireland
moves forward to deal with the very real threat to the economic prosperity and focuses its
energies and talents on making the North the engine of growth and prosperity that it has the
potential to become. We see interaction and co-operation with the Northern Executive, the
achievement of the island economy, as a fundamental idea that we believe will bring

benefits to both sides of the community.

In the South, we have taken tough and unpopular economic and budgetary decisions.
We have stabilised the banking system, stabilised our public finances and stabilised the
contraction in the real economy. Costs and wages are also adjusting to the difficult realities
we face. We are applying all of our energy and ambition to ensure that recovery comes as
quickly as possible and that it leads to the new jobs and businesses that we need. The
common context in which we operate relates to the European economy, the impact that this
crisis is having on the European economy and the fact that we are developing a strategy at
European Council level. A 20-20 vision for the European economy is an important adjunct to
what we are trying to achieve domestically. It is important to note that deficits, on average,
throughout the European Union are 7% and that we have seen the European GDP debt ratio
rise to 80%. A reduction in the growth of unemployment of over 7 million in the past 20
months is just an indication of the challenge that this problem poses, not only for our

respective jurisdictions, but in an international context.

We have seen that our response to the economic crisis has been strongly welcomed
by the European Commission and other international commentators in terms of our
domestic decisions. Our actions have also helped stabilise the domestic economy as shown

by improving consumer and business confidence.
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No one has said that the crisis is over. We still have a considerable way to go, but we have
taken decisive action. Without international confidence in our public finances there will not
be any external investment or the resources to help job creation. Likewise, the National
Assets Management Agency has been established to ensure that our banking system can
return to its core function of lending to business, thereby supporting employment. This is a

vital and important measure.

Central to the Budget in December was a short-term stimulus to support employment
while staying true to our strategy for sustainable recovery. In the main, we are looking at a
capital investment programme that will average 5% of GNP even this year at a time of
substantial deficits. We reduced VAT and excise duties to support consumer confidence and
employment in the retail sector. We have introduced a new one year employers’ PRSI
exemption for all new jobs created for the unemployed this year. We are introducing a
national energy efficiency retrofit programme that will support 5,000 jobs in that sector this
year. We are also investing heavily in training for those who are out of work. These are just
some of the short-term measures we are taking while restructuring for sustainable economic

recovery through our smart economy framework.

The smart economy is about increasing productivity across all of the economy —
being open to new ideas; new and better ways of doing things. It is about building on the
strengths that we already have, while identifying new markets and opportunities to export
products and services. Our future prosperity as a smarter economy means boosting
competitiveness, productivity and energy efficiency. We are protecting the real progress
made in developing world-class research capacity. National economy-wide research and
development spend has trebled in the past decade and is now supporting over 40% of new
IDA projects, as well as contributing in no small way to the resilience of our export

performance which just decreased by 4% last year.

Virtually all of the top multinational corporations based in Ireland are connected in
some shape or form to our growing niches of research excellence, supported by the work of

Science Foundation Ireland, SFl. Across all of its programmes, SFI-funded researchers are
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working with over 300 companies — both SMEs and multinationals — collectively employing
around 56,000 people. The latest assessment from the Central Bank shares the view of the
ESRI and others that, following last year’s tough decisions, we can look forward to the
economy growing again in aggregate terms later this year. There is no reason we cannot
look forward to positive year-on-year growth returning in 2011 provided we stick to the right

course over the period ahead.

As | said earlier, North/South co-operation is key to growth. With our Executive
colleagues in the North/South Ministerial Council, we are delivering serious and substantial
joint initiatives in areas like transport, health, education and the environment. Our
investment in roads, in the City of Derry Airport and our support for faster and cheaper
broadband on a cross-Border basis with Project Kelvin are key projects under the North West
Gateway Initiative and cut to the heart of why it makes simple common sense for our two
jurisdictions to co-operate in pursuit of common ambitions. We have worked together to
introduce a single electricity market for the island, to develop common arrangements for gas
and to explore how we might work together to achieve shared and ambitious targets in the
field of renewable energy. The argument for co-operation is strengthened in the current

economic circumstances.

We must work smarter and eliminate duplication in expenditure on the island and cut
costs where we can. We must focus on value for money and examine, in a new light, how we
provide public services on this island and where and in what ways we can do so more
effectively. It makes sense for our economic agencies to work together on overseas trade
missions and promoting investment on a cross-border basis. This is a time for building on
the foundations of stability to deliver smart economy jobs, research and growth jointly for
the benefit of all of the people we represent. It is clear that difficult decisions remain ahead.
We acknowledge the scale of the economic challenge confronting us. However, we
overcame considerable adversity in the past and have every reason to have confidence in our

capacity to do so again.

As | said at Hillsborough, we are very fortunate to enjoy the rich tapestry that has

been woven from all of the history, cultures and traditions on the island of Ireland. We must
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continue to work for reconciliation and partnership, to protect and nurture all we hold dear,
including our beliefs, traditions and, above all, the new relationships that have grown from
the peace process. Recent acts of decommissioning remind us all of the great benefits that
the peace process can bring and the confidence it generates in communities must never be
underestimated. | deeply appreciate the efforts of all of those who worked so hard to bring
about recent acts of decommissioning by paramilitary groups. | know you will all join with
me in paying tribute to Constable Peadar Heffron for what he has done for this country and
for his bravery in dealing with the injuries he sustained as a result of a terrible unwarranted

attack in recent times.

The Co-Chairman (Mr Niall Blaney TD): Hear, hear.

The Co-Chairman (Rt Hon Paul Murphy MP): Hear, hear.

The Taoiseach: | will shortly convey personally my own appreciation and the appreciation of
my Government to Chief Constable Matt Baggott for the work that he and his colleagues
have done, and are doing, to sustain peace in their communities. They have our full support
as they work closely with Commissioner Fachtna Murphy, and his colleagues in the Garda
Siochana, to combat the small, unrepresentative few whose aim is to destroy all that has

been achieved.

Finally, | convey my appreciation to you for the work that this Assembly has done
over the past 20 years in bringing parliamentarians from these islands together to consider
and discuss issues of mutual concern as we embark on a journey to overcome the legacy of
the past. This Assembly has played a significant role in transforming relations on these

islands and long may that important work continue.

[Applause.]

The Co-Chairman (Rt Hon Paul Murphy MP): | thank the Taoiseach for his wide-ranging
speech. It has provoked a large number of questions because 13 Members of the Assembly

have made such requests. As in the previous debate, we will take questions in batches of
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five to give the Taoiseach an opportunity to respond to all of you. | also remind Members to
make their questions as sharp as possible so that everybody can get in. The first five
Members that will be called are Mr Chris Ruane MP, Mr Joe McHugh TD, Mr Michael German
AM, Mr Andrew Mackay MP and Mr Charlie O’Connor TD.

Mr Chris Ruane MP: Taoiseach, Mr Michael D Higgins TD said before that the people who
will bear the brunt of the cost of this recession will be those that did not cause it, the low
paid and the unemployed. Tomorrow, Committee D of the British-Irish Parliamentary
Assembly will present its report on unemployment initiatives in the British Isles. Will the
Taoiseach ensure that his officials make a rapid response to Committee D’s report so that
lessons learned from it can be put into action as soon as possible? | know that this applies to

all Parliaments and Administrations within the British Isles.

The Co-Chairman (Rt Hon Paul Murphy MP): | thank Mr Chris Ruane. The next speaker is Mr
Joe McHugh TD.

Mr Joe McHugh TD: The Taoiseach is very welcome to Ulster. My question is specific and
brief. What progress has been made on the Presbyterian mutual trust fund issue since he

has been Taoiseach?

The Co-Chairman (Rt Hon Paul Murphy MP): Thank you very much. That is a good example
of a question. Mr Michael German AM is next and he will be followed by the Rt Hon Andrew

Mackay.

Mr Michael German AM: We have discussed the use of wider economic spaces than simply
member states of the European Union. Could the Taoiseach identify any policy problems or
areas that would be better served by being addressed by the whole of the islands that we

now occupy?

Rt Hon Andrew Mackay MP: It is great to see the Taoiseach, as a co-founder of this body,
here today. | wish to raise a point that my colleague, the Rt Hon Michael Mates mentioned

earlier, when he greatly endorsed what the Taoiseach has said about how much this Body
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has achieved. It has transformed British-Irish relationships at a political level. However, we
are moving into a new era where, after the British election takes place in the next month or
two, there will be a generation that will not have been brought up in the times of the
Troubles. There is a real danger that British-Irish relations and Northern Ireland issues will go
off the political agenda in the UK. How does the Taoiseach think this body can move into its

second phase and ensure we remain part of the UK’s political agenda?

Mr Charlie O’Connor TD: | am sure that the Taoiseach, like me, is happy to enjoy the peace
and quiet of Cavan. He will know that, in my case, | am probably dreaming of Tallaght a little

bit as well.

There are a lot of questions that could be asked. Baroness Harris of Richmond and |
are co-authors of a report by the European Affairs Committee on the recession and EU
migrant workers. Can | ask the Taoiseach, on our behalf, whether he sees the issue as a big

challenge?

The Taoiseach: Thank you very much. The answer to the question raised by Mr Chris Ruane
MP is yes. Any reports produced by this Assembly recommending a best-practice approach
having analysed what we are all doing in devolved institutions or at a national level, in our
respective jurisdictions, may be applicable at home. Some were doing a lot on the east-west
axis in terms of the Good Friday Agreement and the St Andrews Agreement and that is the
whole question to get best practice and co-operative models that will be applicable to
improve policy initiatives in our various jurisdictions. We have worked very hard on social
inclusion under our social partnership model here in this country. We have had a lot of
involvement and engagement by various sectors of our community in devising ways and
means to reduce long-term unemployment, for example, during the good times, down to
less than 1% of the total workforce. We have also used our tax system to ensure that people
on low pay and the minimum wage are outside the tax net. We have greatly improved the
situation and have been very progressive in that area, and rightly so. We have tried to avoid
poverty traps and ensure that we have flexible labour markets and that people had access to
job opportunities in a way that the social welfare system did not mitigate against people

taking up those opportunities. | know that the family income supplement, and other such
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initiatives, are all about helping low paid workers and ensuring people receive a decent wage

and can make a living.

We will look favourably at Committee D’s report and, more importantly, we can

undertake to get back to the Committee as well.

Mr Joe McHugh TD raised the issue of the Presbyterian Mutual Society issue. The
issue has been discussed in various fora. | know that issues arose and they are continuing.
The British Prime Minister, Gordon Brown, has been in discussions with representatives and
offered his assistance. It is a very difficult issue and cannot easily be resolved. We will be of
assistance in any way that we can and we have sought to do so. We have not been able to
come up with an initiative to deal with the serious issues involved. It is on the radar of the

general political system.

With regard to Mr Michael German AM’s comments, under the British-Irish Council,
BIC, format there are various areas, such as energy, in which we are working very closely
with other jurisdictions. The agenda items to emerge from the BIC are an indication of the
joint work and initiatives we are trying to bring forward. | would point out that when one
looks at the outstanding areas of the St Andrews Agreement, reviewing North/South co-

operation areas is part of it. We want to undertake that area and get on with it.

It is absolutely clear, particularly in the context of the difficult times we are living in,
that greater co-operation across a range of areas is possible. Of course we need to establish
a political will to do so. We must find initiatives that build on good pilot projects that have
taken place, whether it is the CAWT initiative in the health service for border areas, the fact
that there is co-operation in terms of catchment areas regarding the attendance at hospitals,
etc. Given the whole cancer care strategy that we are working on island-wide and the fact
that the costs here are such to provide good modern public services, in a range of areas, one
is seeing greater collaboration taking place. We are not looking at stand-alone individual
institutions any more. That model simply cannot provide a modern delivery of services
whether it is in health or education. Collaboration is now the name of the game.

Universities in the North and South that collaborate on various research projects are
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encouraged to do so because the points system for the obtaining of research grants is based
on people bringing their respective strengths together and increasing the capacity of the

individual institutions concerned.

The North/South Ministerial Council has continually worked on a range of areas, be it
the environment, how we develop low carbon economies or sustainable energy issues. One
could go through every area of public policy and show that there is a means to move
forward. In many cases that is happening. The all-island energy market evolved even though
it was outside the formal structures of the agreement itself because business people do
business and business sense makes sense. People want to get on with taking those
initiatives for mutual benefit. There is no reason all of these matters cannot be looked at
objectively. | agree that we should move beyond talking about the potential of these
arrangements and realise them in more ambitious ways than we have been able to achieve
thus far. There is goodwill on all sides to do that. We are seeing, as a result of the
experience of collaboration and co-operation, more areas being looked at. We must now
recognise that the review of the North/South co-operation that we envisage arising out of
the St Andrews Agreement cannot be simply based on the programme of work that was
established in 1998. Everyone knows that we must look at the new realities of 2010. Over
the next four or five years we must develop policy areas and initiatives where we can jointly

work for the benefit of all sides.

It was good to see Mr Andrew Mackay MP again. | have not seen him for a while. We
have been on this journey with the Rt Hon Michael Mates and others for a long time from
this body’s point of view and my membership back in those days. As | said, there is no doubt
that parliamentary assemblies do not substitute Government action and never did.
Parliamentary assemblies can, like today, hold Executives to account to achieve the
objectives that they set themselves and to push all of the time to ensure that we do not
retreat into some sort of an administrative arrangement where people simply go through the
motions. The whole idea of having parliamentary involvement is to push political objectives
through and ensure there are initiatives on the ground. Having worked so hard to achieve
the prospect of a peaceful and prosperous future we must now ensure that politics is seen to

work on the ground. We know that there are many communities on all sides, North and
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South, where people need to be reassured that politics works and we are capable of bringing
forward ideas that will improve people’s participation and prospects, whether it is through
training, reskilling or community initiatives. Confidence building initiatives are necessary for
that to happen. We see it in our respective governmental Departments and activities and we
should see it here as well. As Mr Chris Ruane MP said earlier in his initial question, best
practice and showing what works in various parts of Britain and Ireland as having a wider
application, or bringing that to the table and amending, adapting of modifying it, if
necessary, for local circumstances that now pertain, seem to me to be the sort of positive

political work that this Assembly is well equipped to undertake and follow through on.

Finally, | shall respond to Mr Charlie O’Connor’s comments. If one looks at the wider
European economic context in which we operate there is no doubt that there will be 2
million fewer people in the productive sector in the European economy by 2020. At present,
27 million people in the European economy are unemployed, which equates to the
population of Romania. This shows how necessary the creation of jobs and wealth, and how
the European economy will position itself in the new globalised era in which we live, will be
for our people. Demographics clearly confirm that there will be a greater movement of
people in and out of Europe to meet labour requirements and we need to sufficiently upskill
our people to do that. | have not read the details of his report, but | take on board the issue
of migrant workers. Migrancy, and migrant workers, will be a feature of all modern societies
given the serious difference in wealth that exists between the northern and southern
hemispheres. Unless we find ways and means to provide more prospects for people to live
and work in their own country, to provide them and their families with a decent standard of
living, then we should not be surprised that people migrate to those parts of the world that
can provide those prospects. The context in which all of this must operate must be about
freer and fairer trade for all. Specifically dealing with the Deputy’s initiatives, when that is a
part of our European system, then our values dictate that we have a system that is workable
and meets the requirements of each particular economy and society but that we do so

mindful of our need to uphold people’s rights as well.
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The Co-Chairman (Rt Hon Paul Murphy MP): | thank the Taoiseach for his comments. The
next batch will be Lord Ken Maginnis of Drumglass, Mr Jeff Ennis MP, Mr Eddie McGrady MP,
Mr Barry McElduff MLA and Senator Joe O’Reilly.

Lord Maginnis: | want to reflect some of the disappointment with the tinkering with the
Belfast Agreement. Those of us who were at its core 12 years ago put a huge amount of
effort into it, but we saw it tinkered with at St Andrews. We then saw Hillsborough recently.
| will not call it an agreement since | have not seen any ownership of it. | do not believe
many of the things that you hope for, from that particular arrangement, are likely to occur.
Perhaps most hurtful is the fact that, for the huge middle ground in Northern Ireland, there

appears to be politics of almost blackmail and bribery.

12.30 pm

It is as though the Governments were being bribed in certain areas. A very good
example was the Middletown aberration whereby your Government withdrew its funding
and then restored it very much under pressure, something that does not make sense.
Taoiseach, where will we end up? Will we have procedural blackmail that has no real
support? It certainly has no affection amongst the ordinary and huge middle ground in

Northern Ireland.

Mr Jeff Ennis MP: The Taoiseach mentioned in his contribution the many areas of cross-
Border co-operation between the two jurisdictions on the island of Ireland. However, there
seems to be growing support for the establishment of an all-Ireland civic forum so that
politicians and ordinary people can address many of the challenges that still face both
jurisdictions. Where does the Taoiseach stand on the principle of establishing such a civic

forum? Does he support it?

Mr Eddie McGrady MP: Thank you, Co-Chairman. | wish to express sincere thanks from
myself and my colleagues to the Taoiseach and Minister Micheal Martin, for the enormous
energy and diligence that they expended on the agreements and the so-called Hillsborough

agreement. | thank the Taoiseach for the ongoing efforts that his Government is taking on

71



behalf of the people of Ireland, North and South. | share some of the caveats on

Hillsborough expressed by Lord Maginnis but that is another day’s debate.

My question is quite parochial. Given the amount of toxic debt in Northern Ireland
under the ownership of NAMA, and its potential devastating effect on the property and loan
economy of Northern Ireland, if it is not sensitively handled, and given the fact that the
Government is very reluctant, and | think it has decided not to give any input to the Northern
Ireland Executive into the processes of NAMA could he indicate that in view of the enormous
proportionality of toxic debt relative to the Northern Ireland economy, what arrangements
might be arrived at that would give some insight to the Northern Ireland Executive of what

potentially is happening as the process evolved?

Mr Barry McElduff MLA: Go raibh maith agaibh, a Co-Chathaoirligh. Can the Taoiseach
restate his commitment to the A5-N2 project which will enhance two-way access to the
north-west, crucially Donegal, Tyrone and Derry? | hope that it will proceed apace and not

fall victim to either public or economic constraints at this time.

The North West Gateway Initiative was mentioned, and it is a great project. Again, on
a parochial note, is it possible for the local government authority in Omagh to gain an

observer status in that developing initiative?

Senator Joe O’Reilly: | welcome the Taoiseach to County Cavan. |shall say to him again that,
particularly over the Christmas and the phase before it, the towns in the border area were
devastated by an exodus of shoppers and their money, a loss of retail jobs and the closing of
small businesses. | know that the problem is reversed occasionally, but it is a particular
dislocation in this community. It is outside of the context of co-operation or the
harmonisation of economies and the incomes of people. What is the Taoiseach’s perception
of the VAT discrepancy? | accept that some steps have been taken to improve the situation
but they are very minor. What steps should be taken at an intergovernmental and domestic
level here to save jobs from being lost in the small retail sector in counties on this side of the

border? Many people in this county only want that question answered today.
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The Taoiseach: First, it is good to see Lord Maginnis again and to see him in good form.
Regarding his question on agreements going beyond the initial agreement, we have reached
a point where everyone is participating and positively involved in the processes which have
been derived under these various agreements. The basic fundamental architecture remains
broadly in place. One could speak of nuances, changes and modifications that were
negotiated but, in terms of the overall projected power sharing for partnership, equality, full
participation by all, for people to sign up to fully democratic objectives, and the reform of
the policing areas, for all of the difficulty and major change that was envisaged and brought
about by that step by step, we have agreements that are fundamentally supported by all of
the people on this island. There will be sways of opinion from time to time in terms of the
level of enthusiasm that people will have with any of these things, but the fundamental

template has been set out and is the way forward, for the foreseeable future, for all of us.

Clearly, those who ascribe to the agreement and all of its aspects can, at times, voice
frustration at the level of progress that we have been able to make within the timescales
allocated. It took longer than originally envisaged. That is the cut and thrust of political life.
We have to get on with it and ensure that we bring as many people along as we can all of the
time. | do not subscribe to the idea that the motivation behind any of this is based on the
way Lord Maginnis put it, although | can see it from his perspective. From my point of view,
the British and Irish Governments were faced with a situation some weeks ago that if no
effort was made to intervene, sustain or discuss the remaining problems, the crisis might
have reached an irretrievable position. It would have been ideal if all of that could have
been gone through, as we understood it would, but various problems arose and people must

consider things.

The bottom line is that we have a way forward that, | hope, will see the completion of
devolution. | believe public opinion is about getting on with the real day-to-day issues of
health, education and local government reform. These issues are the same in my jurisdiction
as they are in yours. People expect us to get through the remainder of the agenda items
outlined in the Hillsborough arrangements. We need to get on with the day-to-day issues
and questions on devolution, policing and justice need to be resolved. It is an important

building block in the peace process.
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Earlier, Lord Maginnis referred to the “large middle ground” of people in Northern
Ireland. From my point of view, if it took time and effort to achieve where we are today then
that is what it took. Would it be better if we did not have to go into those sorts of detailed
discussion on all of those issues at this time? Of course it would, but if that is what it takes
to get everyone over the line then so be it. We have done that without losing, in my opinion,
the basic template of the agreement. | believe it can and should work better. There is
political will and accommodation. There is a development of the political culture on all sides
where people must find a way and means of dealing with issues politically. Once devolution
is completed the Executive and Assembly will have a great opportunity to get on with the
basic issues that are as much a primary concern to people in Belfast as they are in Cork,

Donegal or Wexford.

Investment in road networks was mentioned. It is an obvious project that is of
mutual benefit to everybody. We have interests in the north-west. We want to ensure that
the people in Donegal, and that part of the world, have proper transport access, can develop
their tourism product and co-operate with people in Derry and other hinterlands to work on
a tourism product and build up an economic base. They are doing that on many levels all of
the time. The road mentioned earlier is an important part of that and will proceed because it
is strategically important. It is not something that should be done based on a whim or just as
an optional extra. Itis important that it be completed and there shall be no more about it as
far as | am concerned. This year, despite the difficult situation in which we find ourselves,
we shall still see a significant capital investment in Ireland of €6.5 billion where our road

network, including the road mentioned, will be completed.

A question was asked about civic forums. As part of the outstanding issues of the St
Andrews Agreement, the establishment of a North/South consultative forum, and the
establishment of a civil forum, there is one ongoing in that list. Obviously | would have liked
to have seen it established by now but these are consultative processes and are matters of
detail for people within Northern Ireland to consider. We are very anxious to see it happen
because we believe such structured engagement with the community and other sectors is

helpful. It is helpful in cementing relationships and allows people to get down to the
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grassroots and come up with initiatives that would assist communities that have been
beleaguered and in some cases alienated, as they would see it, from the process up to now.
However, we must get on with it. We have always been in favour of any structure that is

helpful.

Mr Eddie McGrady MP asked about NAMA and the impact of its property portfolio in
Northern Ireland. It is important to point out that the issue has been formally raised at the
North/South Ministerial Council and has been discussed at all of our meetings. We have
explained precisely that the policy objectives are to take distressed assets off the banks and
consolidate banking balance sheets. It is not to arrange for fire sales everywhere. The whole
idea is to provide a planned disposal, over a considerable period, as normalcy returns to the
market. By having NAMA, one avoids the prospect of such worries outlined by Mr McGrady.
We are providing a vehicle whereby the market response does not dominate and financial
institutions could begin fire sales. We are not interested in doing that. Sammy Wilson, the
Minister of Finance, has been publicly saying as late as last week that he was reassured by
what my Minister, Mr Brian Lenihan TD, said to him in the detailed discussions that took
place between the respective Finance Ministers on these matters. | assure you that we will
work with the Northern Ireland Executive to ensure that the worst aspects will not take
place. We are not interested in that outcome. We are interested in a planned arrangement
that will not distort the market to the extent that Mr McGrady’s fears would suggest.
Without NAMA his fears would be more likely to be realised. Again, | assure you that we will
continue to work closely with the Northern Ireland Executive on this issue. The respective
Ministers have arrangements in place where their officials are in constant discussion on

these sorts of matters.

Finally, Senator Joe O’Reilly mentioned the impact on border areas. It is true, in
recent times, that the South has been adversely affected by people travelling North to do
their shopping. As Professor Honohan, Governor of the Central Bank pointed out, two thirds
of our competitiveness problems relate to the adverse exchange rates. That is not within our
direct control. We have controlled the reduction in labour costs, VAT rates and inflation
generally. We have seen negative inflation here and prices have been reduced in the

Republic. As a result of the budget announcements, when one talks to people about
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shopping in the North, it seems to me that alcohol was one of the major attractions. That
was the case before. People shopping for other things meant that over the Christmas period
there was a significant drain on our economy. As has been confirmed by the Governor, the
policies we are taking to improve competitiveness in the economy and reduce our costs is
the best thing that we can do, in respect of what is within our control. We need greater
stability in exchange rate movements so that everybody can invest and predict with far
greater clarity what the likely situation will be from here on. | will not repeat what Professor

Honohan said in terms of a strong euro vis-a-vis a weaker sterling over the past 20 months.

The Co-Chairman (Rt Hon Paul Murphy MP): | thank the Taoiseach. | fear that we have run
out of time. My apologies to Members who would have liked to have asked questions. |
now have a couple of housekeeping points. When the Taoiseach leaves, and | ask everyone
to stay in their seats until he does, can Members make their way towards the exit where the
photographer will direct you towards the area for the family photograph? | understand that

the Taoiseach will be able to stay for lunch after his meeting.

The Co-Chairman (Mr Niall Blaney TD): Thank you very much, Co-Chairman. | thank the
Taoiseach for taking the time to give us his thoughts and views on Northern Ireland and the
current fiscal position on our island. We are delighted that he can join us for a quick bite of
lunch. He is also joining us for the family photograph. When we exit here | ask you to make
your way there. The sitting will now suspend until 3.15 p.m. | shall make a small

presentation to the Taoiseach before we suspend in appreciation of his visit here today.

The sitting was suspended at 12.50 pm.

The sitting resumed at 3.15 pm.

ADDRESS BY GARDA cOMMISSIONER FACHTNA MURPHY AND PSNI CHIEF CONSTABLE
MATT BAGGOTT
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The Co-Chairperson (Mr Niall Blaney TD):
Let me take the opportunity to welcome Garda Commissioner Fachtna Murphy and PSNI
Chief Constable Matt Baggott, who will address the Assembly on co-operation in policing. |
look forward to hearing from them how agreements between the Irish and British
Governments on policing co-operation and criminal justice co-operation are currently
functioning. | ask them to consider the theme of the conference, which is the link between

peaceful stability and economic development.

The Commissioner of An Garda Siochana (Mr Fachtna Murphy):
Thank you, Chairman. Distinguished members of the Assembly, ladies and gentlemen, it is
my pleasure as Garda Commissioner to be here in Cavan at the plenary council of the British-
Irish Assembly. | am pleased to be in the company of you all, and, in particular, in the
company of my colleague in Northern Ireland Chief Constable Matt Baggott. | congratulate
members on the 20th anniversary plenary conference and on their work over the years in
building relationships and partnerships for the benefit of the communities that we all serve.
Those strong relationships and the spirit of partnership are reflected in the working
relationship between An Garda Siochdna and the Police Service of Northern Ireland. | thank
the Assembly and each of you individually for the support that you have given both
organisations over the years. You have always taken a keen interest in how the police in the
North and South co-operate, and | will use the word co-operate quite frequently during my
address. That interest is on behalf of the people of this island, and you have tried to identify
any impediments to co-operation that may exist and that you, as parliamentarians, could

address. | applaud you for that.

You have made it clear, on behalf of the people that you represent, that there is an
overwhelming desire for a united front in tackling crime. | am happy to tell you that that
determination is shared by both police forces, and that the focus is on tackling crime
together. In my view, that focus has never been stronger. We now work together across the
spectrum of police activity. As well as addressing serious, organised and paramilitary crime,
we also co-operate in the areas of roads policing, training and shared learning, and many
more. Our goal and objective is to build and maintain safe communities in which people can

go about their daily lives secure in the knowledge that police on both sides of the border are
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working together to protect them and their quality of life.

The theme of the conference is the road to economic recovery, and it can sometimes be
forgotten in debates on economic matters that a basic part of the infrastructure in which
economies can prosper is the maintenance of law and order. Criminals have always sought
to exploit the border in pursuit of profit. As criminals innovate, so too must we on the
policing side explore new avenues and new tools to bring them to justice. Close co-
operation between all agencies, including An Garda Siochdna and the PSNI, and the wider
law enforcement family of HM Revenue and Customs, the Irish Revenue and Customs
Service, and the Serious Organised Crime Agency in the UK. Over the past number of years,
that co-operation has led to some significant successes against major criminal elements. We
must maintain a clear focus on organised crime as it can have a corrosive effect on our

communities and can damage legitimate business and enterprise.

Too often, crimes such as counterfeiting and smuggling are viewed as victimless crimes,
but the reality is starkly different. Those activities have serious consequences for the
community, business and Government, and the relationships and partnerships forged
between our two jurisdictions are crucial in preventing criminals from making profit,

exploiting vulnerable people and damaging our economies.

Each year, the Commissioner of An Garda Siochdna and the Chief Constable of the PSNI,
together with key senior representatives from both forces and other agencies, attend a
cross-border seminar on organised crime. The main purpose of that is to underline and
support the daily co-operation between us in dealing with organised crime, and it provides
an opportunity for our people to get to know one other and plan strategies in workshops and
other forums to tackling that form of crime. In my view, it enhances our ability to work

jointly together.

Many members come from border areas and represent border constituencies, and there
is no point in pretending that dealing with crime that crosses two jurisdictions does not raise
particular issues and challenges for law enforcement authorities. Those challenges are best

met through the closest co-operation of law enforcement authorities in each jurisdiction,
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and | assure members that is what we are constantly striving to achieve.

The ingenuities and modi operandi of criminal elements is many and varied. In designing
our operational strategies to counter and eliminate those threats, we must be conscious that
today transnational crime can as likely involve laptops as lorries. Throughout border areas,
front line officers engage in consistent co-operation, and deal with everyday occurrences
from petty crime to road traffic offences. | see the issue on two tiers: the front line officers
on the border dealing at a low level in counteracting those local issues that are so important
to everyday living; and the other issue of serious and organised crime that requires a more
considered police response. Therefore, when tackling crime such as money laundering and
fuel laundering, smuggling, drug and human trafficking and the trading of counterfeit
commodities from washing powder to alcohol, police on both sides of the border must adopt
a focused and targeted approach, and engage in intelligence-led operations and

investigations.

For several years the Criminal Assets Bureau in the Republic of Ireland has played a key
role in targeting the ill-gotten gains of criminals who damage our economy and blight our
communities. Its work complements the proactive operational investigations of other
national units such as the National Bureau of Criminal Investigation, the Organised Crime
Unit and the Garda National Immigration Bureau. By combining that work with our
counterpart agencies in the North including the PSNI and the organisation previously known
as the Assets Recovery Agency, which is now the Serious Organised Crime Agency with local
community policing and full co-operation with our sister agencies, we are meeting the
challenges of organised crime head-on. The work of the Criminal Assets Bureau and its

counterparts in the North can play a key role.

| do not wish to lower the tone of the meeting by referring to a television programme
called ‘The Wire’, but in that show Detective Lester Freamon says something like if you
follow the drugs, you get drug traffickers, but if you follow the money God only knows where
it will lead you. That is the reality of life and that is what the Criminal Assets Bureau has
been doing. | was the first chief bureau officer in the Bureau and that was its focus from day

one. | would almost say that | had the pleasure to have that position, but it involved a great

79



deal of work.

For many years on this island, the work of those trying to attract investment was made
immeasurably more difficult by the violence associated with the conflict in Northern Ireland.
Unfortunately, the reality of life is that there are still dissident groups who seek a return to
those dark days. There is a small group of ruthless people who seem to have adopted
terrorism and involvement in criminality of many kinds as a way of life that they cannot put
behind them. However, be assured that An Garda Siochana and the Police Service of
Northern Ireland have no greater priority than making sure that they will not succeed. In the
context of recent attacks on members of the Police Service of Northern Ireland, let me say
plainly that, as far as | and the membership of my force are concerned, an attack on a

member of one force is regarded as an attack on us all.

[Applause.]

3.30 pm

Some Members:

Hear, hear.

Commissioner Murphy:
Day in, day out, we are cooperating as colleagues in trying to thwart the activities of those
people and bring them to justice for the crimes that they have committed. However, | must
emphasise — and | am sure that my colleague Matt will do the same — that their intention
to do harm, particularly to the security services of Northern Ireland, should not be
underestimated. Just late last night and early this morning, we made arrests in Donegal of
people from a particular grouping going about their business with ties, balaclavas and
imitation firearms in the car. | do not want to in any way underestimate the threat that

those people pose.

| am sure that none of you would expect me to go into detail about the joint operations

that we have launched against those groups. Sadly, there have been tragic setbacks, but
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there have been many solid successes too. | noted that the Taoiseach this morning
mentioned one of those tragic setbacks, and | wish Paedar Heffron well, the PSNI officer who
was seriously injured recently on his way to work. All of us will be aware of that. For as long
as those groups remain a threat, they will be met by an unprecedented unity of purpose
among the members of An Garda Siochana and the Police Service of Northern Ireland,

underpinned by practical cooperation at its highest-ever levels.

The co-operation and sharing of experience between the two police forces has been
enhanced in recent years by many short-term exchanges between members from both
organisations. | am happy to confirm that very shortly — indeed, next month — a Garda
superintendent will take up duty on secondment with the PSNI. Unlike short-term
exchanges, that will involve a member of one force in effect becoming a member of the

other force for the length of the secondment, with all the powers of an officer of that force.

In concluding, | do not want to trespass into the domain of politics, but | recognise the
positive steps that have been taken on the devolution of policing and justice in the North. |
wish all those involved in implementing the new democratic arrangements well. From our
perspective as police officers, we will continue to work together for the benefit of the
communities that we serve and in the interests of ensuring that, on both sides of the border,

people can feel safe in their homes, on our streets and on our roads.

As | said at the outset, we have greatly appreciated the support that you have given us
down through the years, and, for my own part, | am glad today to have the chance to express

my gratitude for that support in person.

| am often asked about the change and where we have come to in relation to the issues
that have afflicted the island, particularly Northern Ireland, over the past 35 to 40 years. By
coincidence, that coincides exactly with the length of my grey hairs and with my length of
service policing this island in An Garda Siochana. Every one of us has our own perspective
and barometer in measuring that change, but, for me, an indicator of that change was when |
attended the funeral of PC Stephen Carroll with Matt’s predecessor, Sir Hugh Orde, in March

2009 in Banbridge, in uniform, and came out of the church together with the Chief
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Constable. One of the national newspapers wrote the following day that if the
Commissioner of An Garda Siochdna had attended a funeral in Banbridge in uniform and
came out of the church in that uniform 12 years previously, there would have been a riot.
There was no riot. We were sadly in a position to commemorate with the widow and family
of PC Carroll, who, you will remember, was the first police officer to be killed during Hugh

Orde’s time. That is the barometer for me personally.

| wish you well in your work and thank you again for your co-operation and for the spirit
that you have tried to bring in respect of peace on this island. Rest assured that Garda

Siochana will contribute fully to that effort. Thank you very much.

The Co-Chairperson (Mr Niall Blaney TD):
Thank you very much, Mr Murphy. That was well said. | will now ask the Chief Constable,

Matt Baggott, to come up to the podium.

The Chief Constable of the Police Service of Northern Ireland (Mr Matt Baggott):
The nameplate has Mr Matt Baggott printed on this side as well to remind me who | am, so

thank you for that. It is very kind of you.

It is great to be here, and | appreciate the invitation that came following a meeting that |
had with the British-Irish Parliamentary Assembly a few months ago. It is a great time to be
here. | wish to thank you for the huge encouragement that | have received from many
people and for the advice that | have been given. The generosity of people’s time has been
immensely valuable to me coming to this wonderful place, and | am hugely proud to have
been asked to be the Chief Constable of the PSNI and to build upon the rich legacy of
courage, co-operation and all that is good about people working together. Thank you for the
generosity. | want to make it clear how proud and humbled | am to have been asked to do

this enormous job, particularly at this time.

| see my role as Chief Constable of the PSNI to be judged not only on what | do
professionally in taking things forward but also to be the ambassador. | am going to the

United States in few weeks’ time, which will be good. | have been told that | have to do that,

82



as it will be St Patrick’s Day, and it will be expected of me: what a shame; what hardship.
Nevertheless, | shall be loud and clear on the need for economic investment, because it is
part of the building of peace, safety and security. | shall say loud and clear to our American
friends that they would miss out if they did not invest, north and south, in people’s futures in
Ireland. Therefore, my job is not just to be the police chief; | see it very much as being an

ambassador of all that is good. Thank you for the opportunity to say a few words.

The fact that the Garda Commissioner and | have been asked to speak jointly today is
indicative of our close and practical relationship. | was in Dublin on my third day in office,
and we shared dinner and a conference together. Since then, our command teams have met
for half-day seminars, and | was with two of Fachtna’s colleagues last week for a day-long
seminar. We are working closely in a relationship that is not just about trust — important
though that is — it is about highly practical ways of dealing with security and safety. We

share the same agenda, and we are very much on the same page.

It is also important that we are here because it is a fundamental acknowledgement at a
political level of the importance of collaboration. | know from experience of just a few
months that if you say the wrong words in the wrong place, it creates a reaction. Some
might say that | was a bit naive not to appreciate that, but even mentioning the border is a
sensitive issue. However, | believe that being on the same platform today and talking about
the importance of collaboration, particularly in a European setting and how important that is
for dealing with recession, is a measure of a growing debate, which transcends things that
are sensitive because of the past but is very much based on the reality that the future of

everything depends on closer co-operation. | very much appreciate that.

Before | get into some of the detail of co-operation, | will say a few things about today’s
theme, which is moving towards economic recovery. | think that policing is much more than
simply law enforcement. | know that Fachtna said that, but | want to say that too. There is a
danger that we often box policing up into something around three points on a licence, law

enforcement and justice.

All that is important, but growing and compelling evidence shows that good policing that
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is done well — that is, good personal policing and policing that utilises modern technology,
analysis and intelligence, proper tasking and cross-border co-operation — involves more
than simple policing. Good policing is essential for social order, the social mission,
neighbourhood regeneration, economic renewal, and the health and education of young
people. Therefore, if we constrain the debate to simply a discussion of policing and

statistics, we are missing the point.

Today’s discussions about the work that we do are vital, because if we get policing right
into the heart of neighbourhoods and if we share with communities the ideas about how we
do that, and, at the more serious end, if we are truly joined at the hip in tackling the
dissident security threat, we will see advances in education and health. Therefore, that

dialogue is important.

In spite of the financial package that came with devolution, | will have a short time to
argue my case with the Assembly about why it should invest in policing rather than in a
hospital or about why it should invest in having police officers in the heart of communities
rather than buying other things for the public sector. For me, that is where the debate
moves away from being one about policing for its own sake into one that is about policing in
the context of security, health and education. Policing fundamentally underpins those other

considerations.

A few years ago, | took part in work that the British Government’s Social Exclusion Unit
was doing to consider the fundamental influences in neighbourhood regeneration.
Unsurprisingly, it concluded that education, particularly at primary level, shapes young
people’s expectations and their new realities. It also concluded that policing is important.
Often, a single man or woman, with the integrity to do what matters in the heart of a
community, creates the environment in which local business can flourish. | saw that time

and again in my 33 years of policing experience.

The second issue for me, and the Garda Commissioner touched on this, is that we need to
create a more powerful narrative to counteract the destructive one of those who are seeking

to destroy everything that is being put together. There is a new form of terrorism, which,
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although highly localised, involves people coming together in loose alliances that may break
up and reform time and again. As well as drawing on previous experience, the new terrorism
is driven by modern communication technologies. Therefore, it poses a different threat. To
counteract that threat, we need to create a more powerful narrative that is based on
personal experiences of community policing north and south of the border. We are doing
that by sharing ideas. At the same time, we are collaborating across the political divide.
That shows those people that the space that they use to operate and to create that
destructive narrative is being constrained. There is a need for an alternative narrative that
must be more powerful, consistent, focused and real than that of people whose only
ambition is to break things apart and who have no sense of what the political future might
look like. Therefore, in an age in which people are trying to invest economically and rebuild,
we need to work closer to create a much more consistent narrative that reflects a more
powerful story of people’s experiences than the one that is coming from what | would call

the dissident terrorist threat — | used those words deliberately.

The third issue about the economic recession for me, as a relatively new Chief Constable,
is the understanding that the burden of accountability has increased during the recession.
We must do more with what we have — | nearly said less, but that would undermine my
next budgetary bid. We cannot stand aside from that reality, and the burden of
accountability that rests on my shoulders is different to that of any of my predecessors.
Demonstrating value for money and proving that we are using what we have well is
something that | take very seriously. We could use the economic crisis as an excuse, or we
could see it as an advantage. | will come back to that point in a minute, but, from my
perspective, the economic and fiscal constraints that are being placed on our shoulders
provide us with an opportunity to reshape the way in which we see criminal justice and
collaboration and the way in which we police. If we do not look on them in that way, we will
not survive the economic crisis. | can see it as either a negative factor or as an opportunity. |
would rather have the money and be sitting with no budgetary concerns, but we are all
playing in that world, so | think that there is a great opportunity for those of us who are part
of not just policing but the criminal justice system, partnership working and politics to think
again about whether we are absolutely sure that we are doing the right things. | will come

back with some specific examples in a minute.
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This discussion is timely.

| want to say a few words about getting more for what we spend through co-operation
with colleagues in the gardai. | want to re-emphasise what the commissioner has said about
that. That arrangement feels better than similar arrangements during my previous
experience in England. | spend more time with Garda Commissioner Murphy and his
colleagues, talking about the real world of particular incidents and investigations and how
we will reshape the future, than | did with my colleagues in Northampton and Nottingham.

Please do not quote that in the press; it would not go down well.

The truth is that we have superb co-operation. | was delighted to hear the Taoiseach use
the word “extraordinary” to describe our relationship. Our co-operation is extraordinary,
compared with an English or a European context. | want to praise my colleagues in the
gardai for that. We work hard on developing personal policing, how we do things

professionally, protection, and on tackling serious harm.

Criminals do not respect borders. | must be careful how | say this so that | do not get
myself into hot water: the border is an artificial concept for criminals. It may be hugely
important for people; | do not disrespect that in any way. However, it is different for the
travelling criminal. The first | knew that | had crossed the border today was when my mobile
phone told me that | would have to pay roaming charges. That is the reality, and we have to

live within that.

Our day-to-day co-operation is essential for businesses wishing to relocate or people
travelling north or south. There is no getting away from it; we have to create conditions of
stability for that to flourish. To repeat the list, over the past year we have brought to justice
drug dealers and other significant players, not just in the South and the North, but in
England, Europe and as far away as Turkey and Holland. The world of drug dealing is truly
one of international co-operation. Police have to be equally entrepreneurial. If there are
barriers stopping us from being entrepreneurial, we have to identify and deal with them,

otherwise the criminals will be one step ahead.
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However, we are already on the front foot, and we have locked up drug dealers and fuel
smugglers. As my colleague wisely said, fuel smuggling is not a victimless crime but one that
costs the taxpayer a vast amount, and we need to tackle it. We are preventing serious
terrorist activity with, for example, the operation in Garrison and the operation last week.
Every day we tackle that threat. Not only that, we tackle people trafficking. Young children
are being trafficked north and south. | did not think that slavery existed today, but it does.
When anyone tells me that | should not be co-operating with my gardai colleagues, | ask
them whether they want children to be enslaved, because that is what is happening. Those
are serious fundamental issues on which we need to co-operate. We are having an impact
on all those problems, as well as on road safety, drink driving and all those other issues. | am

delighted that we are doing that.

To tackle even more crime, we have commissioned a piece of work, on which our deputies
work closely together, on bringing back to you and our colleagues some of the things that we
think that we could take a stage further, particularly in relation to serious harm. We work in
a European framework and within what is possible, particularly in relation to how we are
training jointly. | am delighted that Superintendent Moran is coming to work with us: itis a
huge step forward for us. We have had a number of exchanges over the years and we will
continue to do that because we learn so much from each other. That is particularly so with
respect to information technology, in which, without compromising our sovereignty, we can
work on joint communication, joint use of intelligence and a whole range of technological

improvements.

It feels instinctively right to work in that way, and success will come from it. It is also
important to co-operate because, in the European framework, we are respecting the human

rights of the people who live here.

| spent some time in Crossmaglen after some of the incidents down there, and | flew down to
Garrison after the incident there. | spoke to ordinary people in the Spar, while | spent a bit
longer in the fishing tackle shop, out of personal motivation, but that is beside the point. |

had some good conversation with people, who said to me that what they really want is to
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feel safe. | guess what they meant by that is that they want their human rights to be
protected, and that includes the right to life and the right to move about without fear. That

applies to people wherever they are.

Another issue for me in working with my colleagues in the Garda Siochana concerns my
colleagues’ human rights. Sometimes that gets a little bit lost in the debate about human
rights. To be frank, my colleagues have a right to work without being blown up. We have
invited people to join us, particularly from Catholic communities, and we need to respect
their human rights, too. One of the questions that | will be asking of our civic society is how
it will get behind us and our colleagues in the Garda Siochana to help us co-operate even
more and protect our human rights. We have a right to go about our job. We have been

invited to work in this way, and we are going to carry on doing so.

Elements of increased co-operation that we are exploring include continued commitment
to pushing back the barriers, whether real or imagined, in order to make our investigations
even more effective. We are very good in real time, but we are a little more concerned
about some of the justice processes, such as the exchange of information. How do we make
the system more streamlined once we have got the real-time investigations in place? We

have to work on that, and we also have new innovations to explore.

| am delighted with asset recovery powers. Tackling criminals through their purse or
wallet is a good way of doing it. Perhaps one day, either side of the border, we will be able
take cars off drunk drivers the houses off people who bring misery to our communities. |
quite like that entrepreneurial spirit. We should perhaps be thinking more outside the box
on those matters. For example, let us speed up the justice process. | am not too bothered
where people are brought to justice, provided that they are, and provided that people see
speedy, proportionate and effective justice. Let us tackle criminality, whether that be at the
level of drunk-driving or at a more serious level, by making it hurt, through the wallet and

the seizure of property.

Therefore, we want to see continued commitment, continued innovation and working

together, as well as some joined-up civic leadership on the issues that matter. We have very
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powerful voices. | was delighted when President McAleese came to Garnerville just after the
attack on Peadar Heffron to speak to my colleagues who had just joined as recruits. That
sent a ripple of encouragement through the PSNI, and a ripple through our communities,
that things have changed. The more that we can send out those joint messages, the better
we will be. Part of our collaboration with colleagues in the Garda Siochdna has always been

about that.

| know that time is limited, but | will make a few comments from the PSNI perspective
about some of the opportunities that are available. The challenge of working with less
money is that somehow we have to square a number of imponderables. For example, there
is a huge thirst, particularly in Northern Ireland, for more personal, more accountable
policing. We are calling it personal policing. | have experienced a hunger for that here as
well. How do we get that at the same time as dealing with the security situation, as well as
managing a tighter budget? The starting point is to take two or three steps back and

challenge ourselves on where we are being asked to spend our money.

| have made it clear from the day on which | took up my position that the PSNI’s coming to
life has been a magnificent achievement. | look at the progress that has been made from the
implementation of the Patten reforms until now, and, in that short space of time, what a
magnificent journey that has been. However, | am now concerned that some of the ways in
which we have to work are no longer fit for delivering personal policing in a manner that
takes the ground away from some of the dissidents, because people want to see some
instant justice, particularly for antisocial behaviour, alcohol-related crime, criminal damage
and other issues that matter to communities. However, the PSNI cannot do that, because
last year we produced 44,000 files, yet rather than have local officers decide what should be

done, others made the decisions.

That is not a criticism of what was built, because it was built for a purpose. However, when
we look at how we spend our time, money and effort, whether in cross-border co-operation
or the way in which | ask my colleagues to work, we have to look very closely and radically at

where we spend the money and consider whether we are tied up in red tape.
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We set down some principles that the Policing Board has accepted, for which | am very
grateful. They state that we should concentrate on serious crime and improving local
confidence because nothing else really matters at the moment. If 600 police officers are
currently involved in administration, because that is the way in which they have been asked
to work, the shackles are being taken off. There is a debate, which we will very happily share
with colleagues, about whether we need to do things in the same way. If millions of pounds
are tied up in compliance, administration and red tape, will that aid economic recovery or
confidence at a local level, or do we need to radically challenge some of the bureaucracy and

red tape?

| have spoken to quite a lot of local businesses, particularly in the past five months. | was
given a Crystal Palace scarf by a shopkeeper in Derry. | am a Crystal Palace supporter. | do
not quite know what a Crystal Palace scarf was doing in Derry; the shopkeeper probably had
not sold one in 15 years. Perhaps he needs to change his stock. However, the conversation
that | had with him and others revealed that people would much rather have police officers
spending their time being visible and present in our community than writing up what they

should be doing.

Wherever | shine the spotlight, | see an awful lot of bureaucracy at every level. That was
necessary for a time, but that time has now passed. We should spend our energy on the
things that matter to communities and to the public rather than the risk aversion of writing
more than we are doing. | throw that out for debate because that is a huge challenge for us
in our attempts to support the economic recovery but also in the way in which we use our

money.

We have laid down some principles to do that. Our plan is to tackle serious matters
alongside my colleagues in the gardai to improve confidence, as any viable business would
do with its customers. If we do that, we will get more intelligence and information. We will
also concentrate very strongly on the whole issue of value for money, which is about
challenging the very nature of what we do in the criminal justice system as well as just

tinkering at the edges.
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| have an analogy that | used at a criminal justice conference. | was very sad when | was a
youngster: | had a Lancia. | see a few smiles. The Lancia was the first biodegradable car; it
was well ahead of its time. It was a green car, because, as you owned it and the years
passed, more bits biodegraded and fell off. | bought one just before all of that was
discovered, so, for four years, it had major surgery every year to fit new doors and wings. It
had the most fantastic engine in the world, but the body work was not fit for purpose. Some
of the processes that we are being asked to follow have fantastic engines, but | am not so
convinced that the bodywork is fit for purpose. It is a bit like putting a square wheel on an
Allegro and pretending that it is sexy. If the Allegro no longer competes, perhaps the
production line needs to be changed. Maybe that is an analogy for the way that we currently

do some of our criminal justice work. That is not a critical comment, but it is important.

This is a very timely opportunity for me. | emphasise how fantastic our co-operation has
been. We need to do more of that because policing is so important to economic recovery.
We will play our part in the whole value-for-money debate because we are part of that. The
Commissioner and | will take forward very strongly more of the same work that the public

have cried out for us to do. Thank you very much. [Applause.]

The Co-Chairman (Mr Niall Blaney TD):
Thank you very much, Chief Constable. We heard two very broad contributions. There are
15 offerings for questions, so you should keep that in the back of your minds when you
answer questions. Please be as brief as possible. | will bind five questions at a time. We
have Alasdair Morgan, followed by Cecilia Keaveney, Chris Ruane, Charlie O’Connor and Lord

Maginnis.

4.00 pm

Mr Alasdair Morgan MSP:
Both the Commissioner and the Chief Constable talked about the cross-border trafficking of
drugs, people, currency etc. Many of those trafficked goods are destined to quickly go across
another border — from Northern Ireland to Scotland via the ferry links — and thence into

the rest of the UK. How significant do the Commissioner and the Chief Constable regard that
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problem to be? What level of co-operation do they have with the Scottish police forces,

particularly the Dumfries and Galloway Constabulary?

Senator Cecilia Keaveney:
Go raibh maith agat. | found both presentations very interesting, particularly when the
concept of community policing was discussed. The word “visibility” would sum up what
everybody on the island of Ireland talks about when policing is discussed, because if the
police are visible, it means that an environment is safe for people and for investment. Police

visibility also makes crime prevention a priority over crime detection.

The concept of getting the PSNI and the guards into the community, be that through sport
or through schools, is an important step in creating mutual understanding and critical
thinking. That is particularly important in the North, because it helps people to get to know
the other side, which, given the history of the place, could mean the police. That will also
help in the Republic, because getting to know people helps to overcome an awful lot of

issues.

The Chief Constable touched on that fact that the goal of the attack on Peadar Heffron
was to stop Irish-speaking and GAA-playing people getting involved with the PSNI. Beyond
the positive discrimination policy, which aims for Catholics to make up 30% of the PSNI by
2011, what can be done to underscore the concept of a new start that everybody bought
into with the Good Friday Agreement? Will the devolution of policing and justice powers to

the local Administration be part of that, or can other things be done?

Does CAB have a low enough threshold to be able to get at the people who have wealth
for which they cannot account? Does CAB, and its equivalent in the North, deal only with the

top cases, or is there scope to expand its role?

From talking to people in the north-west, | know that the PSNI tends to have a dedicated
officer for cross-border meetings. One criticism that | heard was that the Garda
representative is sometimes rotated between locations and meetings. Has there been a

change in policy on dedicated officers for cross-border co-operation?
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Mr Chris Ruane MP:
| entirely agree with Matt Baggott that the police should be involved in regeneration, youth
activities and a range of partnerships. | speak from experience, because in my area of
Denbighshire in north Wales, the local police force is involved in regeneration, the Back to
Work agenda, housing enforcement, tackling slum landlords and youth engagement in
environmental clean-ups. A police officer on our Back to Work group suggested that there
be an employment adviser in the custody suite of the local nick, because he or she would

have a captive audience — literally. [Laughter.]

The issue is about winning confidence in the community, tackling the underlying and
deep-seated causes of crime and antisocial behaviour, and developing networks and
partnerships. Denbighshire has the third best performing crime and disorder partnership in
England and Wales, and, last year, north Wales was named as the safest place to live in the
UK. What structures are in place to learn from best practice around the islands, particularly

as we move from security-based policing to community-based policing in the North?

Mr Charlie O Connor TD:
| am delighted to be here, because this is a very important session. It is good to see that the
two top policemen in the country are clearly co-operating and are on the same wavelength

on policing issues.

A little while ago, | read in the ‘Irish Times’ — so it must be true — that Charlie O’Connor
never talks about where he lives when he is talking about crime, so | will be very careful
about what | say next. Brian Hayes and | live in the same place, which is a major population
centre in Dublin that the Garda Commissioner knows well. What the Chief Constable said
struck a chord with me in that there is an amazing partnership between the gardai, the
community and the local council where Brian and | live. | think that that is how it should be.
Please do not smile at this, but one of the measures that really works where we live involves
guards going out on bicycles and mixing with the community and being seen. We face all the
challenges of any major urban centre, but what the Chief Constable said is the way forward,

and | hope that in both jurisdictions, that is how policing will be in future. | just want to say
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well done to both of them.

Lord Maginnis:
| found everything that you have said to be interesting and encouraging, particularly when
the police are changing from a force whose primacy was anti-terrorism to one whose
primacy is dealing with the community. However, | am unhappy with how the game has
been played outside your control over the past two or three months. | will ask the
Commissioner a technical point about one of his superintendents being embedded with the
PSNI. Will that officer wear his own cap and badge or will he be capped and badged like a

member of the PSNI?

Commissioner Murphy:

The latter.

Lord Maginnis:
| wonder whether that is necessary. | am particularly interested in the reciprocal
arrangement. Could a PSNI officer embedded in the Garda Siochana be capped and badged
as a PSNI officer? | know that there are questions of law involved, and so on, but | am
interested in the outworkings of that issue. | notice that the Chief Constable was very careful
to skirt over the subject of justice, and | understand why: however, he did not skirt over the
44,000 files that he talked about. | do not know what happens here, but | wonder whether it
would not be better to return to having prosecuting officers rather than little fellows, still
wet behind the ears, coming down from the city without any knowledge of the area in which
they are prosecuting. | am thinking of magistrates’ courts and so on. | think that we have

taken a retrograde step, but | wonder how you feel on the issue.

Commissioner Murphy:
| am more than pleased to address the five issues, as they are all key areas. As regards drug
trafficking in this country is concerned, when | joined the Garda Siochdna, we did not need a
drugs squad. It is very different now. In my force, every division in the country needs a
drugs unit; they have to be well resourced, and they are very busy. There is no doubt that

our country has been used as a transit country. In the past two or three years, two major
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shipments came into west Cork, and we have tonnes of cocaine at a time. When discussing
the probable destination, | was pleased to tell the Minister that had it been destined for

consumption in southern Ireland, we would have had more cocaine than sugar.

It was on its way to the big city markets in Glasgow, Edinburgh, Birmingham, London and

Paris.

Drug dealing is a big threat. We are working together and co-operating with the law
enforcement agencies of Europe and the United States, and we are involved in the Maritime
Analysis and Operations Centre in Lisbon, which has been a great help. It is significant that,
by working together, we were able to take that amount of drugs off the street. We work
closely with the Scottish authorities, as well as with those in the UK and all our European
partners. It is the place to be. | spoke today in the context of North/South co-operation, but
| could easily have spoken for two hours on co-operation with Europe or the United States.
We will not make a dent in the drug trafficking cartels of this world without working

together.

Cecilia Keaveney asked about community policing. | did not dwell on that aspect in my
talk, because | believe that it should be at the core of our policing strategies. During my time
as Commissioner, the Minister for Justice, Equality and Law Reform and | together rolled out
a new model of community policing in Southern Ireland in order to reinvigorate and re-
energise community policing. That is the only way to go. We are from the community, we
live in the community and we are a part of the community. We must build partnerships with
the community, particularly in areas close to the border in parts of North of Ireland and in
Southern Ireland. | have no doubt that Matt and | are on the same page on that, not just
because we are here talking to Members, but because it is the way to drive forward policing.
| heard what Mr Maginnis said about the strategies and facilities that have to be put in place
to deal with terrorism. It does not mean that we do not have to have that. However,

community policing should be at the core of our policing strategies.

| was once the chief officer of the Criminal Assets Bureau. Of course, we had to focus on

the big players. They were staring us straight in the face, and money was sloshing around
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everywhere. No one was doing much about it at that time. Now, however, our focus has to
be on the second rung or level; and so it is. One of the things that the Garda Siochdna did,
working alongside the revenue and customs services, was to set up a network of profilers in
each division throughout the country to gather information on people who threaten the
whole fabric of the communities in which they live. | recall meeting the late Tony Gregory.
In one of the first cases that we tackled, we took €50,000 off a man, a footballer, nicknamed
Maradona. He is dead, God rest him. That fact that we did that in a flat complex in
Buckingham Street, where he was using a sauna while others in that complex barely had
running water, said a lot about what we were doing. | was driving the bureau in that
direction at that time. The Criminal Assets Bureau is accountable to me, and those are the

strategies that we have in place.

| move on to Mr Ruane’s question on regeneration activities. | subscribe fully to the
concept that Matt has been talking about. Just look at Limerick; one thing that has advanced
in Limerick is its policing — | am not talking about the amount of money there or the new
houses built. The chief executive of the Limerick regeneration agencies and the chairman,
John Fitzgerald, have consistently applauded the work that the police do there. There are
simple projects such as the schools programme, which tries to get young children to work. 1
met the press today, and, unfortunately, Limerick has been the focus of the questions. There
was a shooting in Limerick at 6.25 am; someone walked into a restaurant and shot a man
through the head. Those are the local issues. Limerick is a challenge; but the regeneration
aspects of the city are the key to progress, and we hope that they can progress. Ballymun is

another such area.

| think that | answered Charlie O’Connor’s question when | talked about the partnerships
required in community policing. Thank you for the compliments about how my people work
with yours in Tallaght. Policing committees exist throughout the country, and 114
committees have now been rolled out. At those, people, local authorities and public
representatives get together and discuss the problems. | will say this again as | have said it
so many times: it is not about holding the police to account; it is about everyone putting

their shoulders to the wheel.
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If there is a problem with street lighting where young kids congregate at night and cause
problems for elderly people and local residents, the local authority needs to fix the lights.

We all need to work together to make our communities a better place.

Lord Maginnis, in respect of prosecuting officers, you and | are on the same page. The
only recommendation that | rejected out of many that my chief inspector made is one that
the prosecution of offences in the courts in rural areas should be taken away from the police.

| need say no more than that. Thank you.

Chief Constable Baggott:
In answer to the first question, | repeat what the Garda Commissioner said. We have
excellent co-operation with the police in Scotland. That is a part of the development of
European policing. We are comfortable with the sharing of information on investigations. As
a chief police officer over the past decade, my experience has been of excellent co-operation
across European boundaries, and more of the same. Let me reassure you that that co-

operation is good.

As to how we further embed our colleagues in communities and support them,
condemnation of the terrible attack on Peadar Heffron at the national level is very welcome.
The GAA condemned it, as did the President and the Churches. That huge condemnation
was absolutely valued. That must now move into neighbourhoods. It cannot stay at this
level. Local GAA clubs must come out and rally around their police officers. We must talk
about how we get that support locally, as distinct from at a national level. It is expected of
us; it is valuable and welcome. However, how we move that down that must be considered.
As the Commissioner said, great stuff is happening in the Garda on community policing. We
in the PSNI must advance that as much as we can. The more people who experience the
reality of good policing, rather than the mythology that is created on websites by some
groups, the more community support will grow. This is difficult for us. We must carry on
with community policing, and we have some incredibly brave colleagues doing that
consistently. We ask them to step into dangerous situations, and that can be a risky business

for them. The condemnation of violent crime must be much more local.
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Let me address Lord Maginnis’s question about justice. The weight of effort in
prosecutions and solicitors’ involvement must be aimed at bringing serious crime to court
more quickly. If we nail someone for doing something as outrageous as a terrorist attack, |
want a conviction within months. The story gets lost after two and a half years. | would
rather that we took the weight out of the prosecution effort and put it into tackling serious
crime, and left police officers to deal with much more discretion and use of common-sense
policing at a local level, with broader use of cautioning and fixed penalty notices. These
measures will give our professional police officers an array of means for dealing with local
problems more quickly. If we do that, the space that is filled by dissidents, who offer a crazy
instant justice, will vanish as people will see antisocial behaviour dealt with in days, rather

than in the months that it takes for a file to be turned around.

Lord Maginnis:

Absolutely.

Chief Constable Baggott:
There is something very powerful for me about this argument. It is not easy. | respect
colleagues in other parts of the system who genuinely believe that the PSNI’s success has
been due to decisions being made by others. There comes a time, however, when decisions

must be made by professional people who are trusted to make those decisions quickly.

For two years, | led on a pilot scheme on behalf of the Home Secretary in England. It
involved four forces: Leicestershire, West Midlands, Staffordshire and Surrey. We gave
discretion back to police officers and cut out all the recording that is required. Guess what:

surprise, surprise; reoffending dropped and victim satisfaction rose.

There were a couple of interesting incidents. One young lad spray-painted a rugby club.

That was a mistake.

The rugby club may have exercised more instant justice, but that person was made to dig a
drainage trench as part of a re-plumbing exercise. That is an example of proportionate and

controlled justice and of common-sense policing delivering outside the system. If we take
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that approach, we will be able to put more resources into bringing serious cases to court. |
am not asking for us to be silly or lose any accountability, but we have lost the art of

discretion and we need to re-establish that.

We have already learnt a lot about partnerships from what happens in the South under
Commissioner Murphy’s leadership. We have also learned a lot from England about
partnerships that have failed and those that have been successful. We need to move away
from the idea that partnership is about consultation between different agencies that do not

share, and move towards an idea that partnerships have a responsibility to deliver outcomes.

With the review of public administration in Northern Ireland, we should tell the 11 new
councils that they must co-operate with the health authority, the housing associations, the
police and the Prison Service. That will ensure that, from the day that people arrive back in a
neighbourhood after coming out of prison, they are met by the local beat officer and given
advice on health and education and told how to avoid going back to prison. If that is not
done at a strategic level, people will reoffend within weeks. Crime could be cut dramatically
if partnerships focused on the evidence of what works, rather than their having the freedom

to do things that are not necessarily important.

At the local level, we should be absolutely consistent on anti-social behaviour, criminal
damage and drunkenness. Those problems require joined-up solutions from the housing,
policing, licensing and business sectors. We need to be tighter on partnerships and regard
what they do less as consultation and more as business co-operation that aims to deliver

tangible outcomes. All of that is doable.

There is lots of evidence about what works as regards neighbourhood policing. | had the
privilege of leading on neighbourhood policing for five years, and the message that | got loud
and clear was that results are not achieved if we do not have the right people in the right
place. One police officer will not be able to deal with a vulnerable community in which there
is a lot of reoffending. It may be that 10 officers are required, so we have to be discerning

about how we deploy our people.
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Neighbourhood policing is not the panacea. If there is not investment into tackling the
drug traffickers from Scotland or Holland who bring drugs into neighbourhoods in the same
measure as community policing is deployed, we will lose the streets. The business of policing
is about knowing what you are about. Neighbourhood policing is good, and it is popular.
However, it is a mistake to regard it as “the” solution, which has often happened elsewhere.
If there are not good numbers of people carrying out detective work to back up
neighbourhood police officers, success will not be achieved. We must consider the situation
in its totality rather than taking a one-dimensional approach through neighbourhood

policing.

Are you content that | have answered your question on justice?

Lord Maginnis:

Yes.

Chief Constable Baggott:
Secondment is incredibly valuable. | am not too sure about the mechanics of it; if you will

forgive me, | will come back to you on that matter.

Lord Maginnis:

Will it be reciprocal?

Chief Constable Baggott:

Absolutely. We will invite colleagues from the gardai to come and work with us.

Commissioner Murphy:
That flows from the inter-Government agreement in 2002 to retain links through police
exchanges. We have had a lot of beneficial exchanges. The second leg is secondment and,
finally, lateral entry, which is probably a bit down the road yet. The fact that we are going

ahead with secondment is a great step forward, so let us see how it works.
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The Co-Chairman (Mr Niall Blaney TD):
There are nine Members left to ask questions. If there is agreement, | will take those nine
contributions together. Noel Treacy will be next to speak, followed by Alf Dubs. Noel is the
chairperson of the Oireachtas Joint Committee on the Implementation of the Good Friday
Agreement, and this is another opportunity for him to talk to the two men at the top of

policing.

Mr Noel Treacy TD:
| have met these good men in the past. | want to say to them, on behalf of all my colleagues,
that we value your leadership, commitment and vision, and we thank you for the
reassurance that you have given us, as public representatives, regarding the security of all
our people on the shared space of this island. We are deeply grateful for that, and we wish

you continued success.

Mine is a two-part question. Are you satisfied that your respective structures and systems
are fit for purpose to achieve the elimination of crime, including the misguided activities of
dissidents, and are you further satisfied that all of the guns have been surrendered by the

paramilitary groups under the decommissioning process?

Rt Hon Lord Dubs:
Thank you for two very interesting and optimistic presentations. |, for one, am much more

encouraged now than | was earlier today about policing, thanks to what you have said.

You are aware that this Assembly is involved through its Committees in some of the
interfaces with you. In particular, we have made suggestions to Governments about what
may be helpful to you. You have also referred to some of those yourselves. Can you take
that further? Chief Constable Baggott talked about joined-up solutions and partnership. He
also criticised bureaucracy. Are you willing to chance your arms and indicate ways in which
we, as an Assembly covering the jurisdictions, could push for things that would make your

task easier and more effective in the future?
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Mr Arthur Morgan TD:
Go raibh maith agat, a Chathaoirligh. Matt, you spoke about your budget several times. |
understand the context of your comments when you spoke about education and use of
policing as a social instrument, but | am concerned about the level of your budget and that
you might be concerned about it. | understood that, following negotiation between the
British Government and the First Minister and deputy First Minister recently, a budget had
been agreed for the PSNI for operational matters. Are you satisfied with that budget? Do
you think it adequate for your needs? Please tell us whether or not you are looking forward

to the devolution of policing and justice to the Executive.

Fachtna, in relation to community policing, | am sure that every public representative
here this afternoon is affected by communities enduring the scourge of antisocial behaviour,
often implemented or caused by children as young as five or six years of age. Would you
consider giving community gardai, who serve a three-year or four-year fixed period as a
community police officer, some additional promotional opportunities in order to ensure that
there is a quick take-up of those positions by dedicated people? Where there are
community police and where they are working, they are absolutely brilliant. They save you,

and the taxpayer, a huge amount of money.

Rt Hon Michael Mates MP:
The appearance of you both here today is just another example of how far this Assembly has
come. | rejoice that you are both here. Ten years ago, Garda Commissioner Byrne spoke to
us in Dublin, but we have never had a PSNI Chief Constable, and we have certainly never had

the pair of you. That is wonderful for us.

You have highlighted, and we are all aware, of the huge progress that has been made in
co-operation between your two forces. Those of us on Committee A who have seen you
both recently are also aware and concerned that the justice systems in both jurisdictions
have not moved ahead as fast as you have done. You have overtaken them. | sense
frustration in both of you at the delays that occur in the justice systems, and that is
particularly crucial on the ground. This is a question to you, if you can answer it now. If you

cannot, it is a plea, and | am sure that | speak for every member of Committee A. If you
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come across specific areas where the justice system does not allow you to work together as
efficiently as you want to, please tell us. In my jurisdiction, we can prod Ministers in a part of

their anatomy that a Chief Constable might find a little difficult to reach. [Laughter.]

Mr Seymour Crawford TD:
[, too, welcome the Garda Commissioner and the Chief Constable. Just for the record, the
Chief Constable’s predecessor and his deputy, along with the Garda Commissioner, attended
the Assembly at Swansea. That shows their commitment to being involved here. They have

involved us, which, as co-chairperson, | very much appreciate.

| welcome the effort that has been made to control drug smuggling, tobacco smuggling
and, in particular, fuel laundering. The high level of fuel laundering along the border has
done much damage, not just to the economy but to people’s cars. It is great to see such an

effort being made to deal with that problem.

Lord Dubs mentioned the level of bureaucracy. It is important that, if you can, you advise
us on how we might help to remove bureaucracy to allow more direct contact. A new
Minister of justice in Northern Ireland could help to reduce the bureaucracy, but you could

advise us on that.

There has to be a link between Dublin, London et cetera to deal with certain situations,
especially in the border area. | am thinking specifically about a road between Clones and
Cavan, which members may have travelled on today, where you cross the border several
times. There is a brand new stretch of road there that is used and abused by people who
understand the limitations on the responses of the PSNI and the gardai. There has been
tremendous co-operation, and | appreciate what has been done, but | am waiting for the
activity on that road to start up again. There is also a problem with dissidents in that area,
who have often closed that road through bomb threats. That road is the main road from

Monaghan to Cavan for ambulances and other traffic.

Do you accept that the high level of unemployment has meant that there is a pool of

young people available for dissident groups to recruit from? Is work the answer to that
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problem?

Mr John Robertson MP:
| was interested by the talk about thinking outside the box, because that is really important.
Security and community policing are important no matter where you are, be that Ireland or

the UK.

Technology is moving on, and | am interested in what co-operation is happening on issues
like identity fraud and cyber-criminality. | have been looking into educating young people
about grooming. The things that are on the Internet and on mobile phones now were never

there before, and that does not have a border.

Rt Hon Lord Cope:
Like other members, | have been very much encouraged by the two speeches this afternoon.
Committee A found that the co-operation between the two police forces was excellent at
every level, which has been reinforced this afternoon. However, we also ran across the
bureaucracy points that the Chief Constable was talking about, and there are two aspects of

that on which | want to know if there has been any progress.

One aspect is the manual of procedure that we have heard so much about. That was due
to be issued some months ago, but it seems to have got stuck with the lawyers. | hope that it
will appear soon and enable the police on both sides of the border to pursue cross-border

investigations more quickly and more easily.

The other aspect is the letters of request and the transfer of evidence from one side of
the border to the other. Frankly, we were appalled to hear the length of time that it takes

for these mechanics to operate.

We are told that it is not much use for small crime, presumably because it is not really worth
it to wait six months while they go through all the palaver and bureaucracy. Is there any
hope of progress there? When policing and justice is devolved in April, will that enable us to

press for that? This is one of the things for which we have pressed, and which Michael
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Mates was referring to just now. Presumably we should go on pressing for it.

Mrs Joyce Watson AM:
| was really encouraged to hear Matt Baggott ask whether we were aware of the issue of
people trafficking. In the Welsh National, | set up a cross-party working group on the
trafficking of women and children in 2007. | asked a question in his forum last April on the
subject. | am pleased to note that your respective forces united with SOCA and Dyfed-Powys
Police. | live in Pembrokeshire. You will guess what | am about to say: in sleepy
Pembrokeshire in west Wales, there was a people-trafficking ring run by two individuals who
had 700 mobile phones and were running trafficked women and children through the
posting of advertisements in the local papers. One of the victims was a 14-year-old girl.
They posted several hundred thousand pounds worth of adverts, alongside the new

technologies they used and the UK Border Agency.

My question is this. | congratulate you both on a very successful operation, which | know
was very big and took a long time to bring to prosecution. What saddened me is that people
are being charged not with trafficking, but with running prostitutes. As most members
know, people trafficking runs alongside gunrunning and drug rings. The money has to be
laundered. It is a very serious crime. As we all know, the way to hide money is to turn it into

a product, and the product is often arms and drugs.

We must get hold of the trafficking problem that Matt Baggott has highlighted. People
must take it more seriously, and the offenders must be charged with trafficking offences,
otherwise it will become a problem not just for your police forces, but right across the

border.

How is that progressing? Have you had any conversations about training people in the art
of recognising when somebody is being trafficked? The key that unlocks this crime is asking
the right questions. Individuals are escaping the charge of people trafficking. Have you
discussed training with the UK Border Agency and local authorities? Are you training officers

in your respective forces on the charge of trafficking?
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The Co-Chairperson (Mr Niall Blaney TD):
We will take only three further questions, one each from Brian Hayes, Baroness Harris and

Terry Leyden.

Mr Brian Hayes TD:
Both the Garda Commissioner and the Chief Constable referred to the length of the land
border between the Republic and Northern Ireland. It is no different to the extensive land
borders that run across the European continent. In virtually all European jurisdictions, there
is a procedure whereby a police force in one jurisdiction can enter another by way of “hot

pursuit”.

In other words, if they are travelling behind a suspect, they can enter that jurisdiction for a
limited number of miles or kilometres. Dr Garret FitzGerald, in 1981, was the last Irish
politician to propose that, and, in the famous words of Austin Currie at the time, all hell
broke loose. Given that all the historical issues are now resolved and that, in practice, it is a
common occurrence across the European continent, why can we not operate a similar
procedure, whereby, when in hot pursuit, the gardai can enter Northern Ireland and vice

versa?

Baroness Harris:
Like my colleagues, | am delighted to see the Commissioner and the Chief Constable here. |
have two brief questions for Matt. First, | heard what you said about budgets. In a sense,
that touches on what Arthur said about the significant amount of extra money that will come
with the devolution of policing and justice, which you clearly think will not be enough. How
will you square that difficult circle? You said that things are tied up with red tape and

bureaucracy.

Secondly — and | promise that | am not here to speak on behalf of the Police Federation

for Northern Ireland — will you ensure that some of that money is used to look carefully at

police safety? | am thinking in particular of assaults on police officers.
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Senator Terry Leyden:
The presence of Commissioner Fachtna Murphy and Chief Constable Matt Baggott sends a
strong message to criminals throughout the length and breadth of Ireland. It is one of the
best exercises. | compliment the Co-Chairmen and their officials for arranging this event
today. It sends the message, loud and clear, throughout the length and breadth of Ireland,
that there is co-operation at the highest level — and every level — to counteract criminality,

including drug, cigarette and oil smuggling.

Commissioner Murphy, there is great concern about the growth of so-called head shops.
One of them was opened in Roscommon, and there are pickets there all day, and in Dublin,
another one was burned down. In one of those shops, your officers and Irish Fire Services
recovered €500,000 from a safe. | know that legislation is not your job; it is our job as
Members of the Oireachtas, it is a priority, and Minister Harney is bringing in legislation.

Nevertheless, in the meantime, what is your view on that situation?

Chief Constable Baggott:
Hopefully, you will recognise your question in the answer. If | do not quite get it, please
come back to me. With respect to Noel’s question about structures and systems, | am
particularly anxious to ensure that we invest in technology. At the moment, we are working
on our communication systems, and we are investing together in other technologies that will
help us to use and analyse information better. | would like to see more and, if possible,

accelerated investment in technology.

In addition, in line with the theme of the questions, | would like to see less concern about
complying with bureaucracy and a greater concentration on whether that bureaucracy is
necessary. Do we need, for example, letters of request, or do we just need an audit trail of
where the evidence goes, from whom and to whom? If the evidential trail enables us to
bring people to justice and does not compromise the ethics of due process, do we need a
complicated permissions structure? We need to think carefully about that question, because
often we build systems of approval rather than systems of justice. We need to be more

realistic about the cost of those processes and about whether they are absolutely necessary.
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How can Members help? | return to that first question. | shall use a phrase, which is a
little shallow, although it resonates for me. | ask myself whether, in what we do, we are
measuring the number of mosquitoes, or eradicating malaria. A lot of our money is spent on
sustaining systems and measuring everything. Elected representatives should ask us
whether we are convinced that we need to do those things. Is it merely bureaucracy, or
does it deliver higher levels of confidence to the public? Is it a better way of bringing serious
criminals to justice? There are two tests: whether it increases confidence, and whether it
brings people to justice. If it meets neither test, and it does not feel good, it probably is not
good. In the PSNI, we have some complicated systems that do not instinctively feel to me to

be good.

Our crime recording systems relate to the 44,000 files mentioned earlier. Does the public
prefer its police officers to spend two hours putting together a file and five minutes dealing
with the victim, or two hours dealing with the victim and five minutes recording the crime?

That is a simple question.

Likewise, when it comes to bringing people to court, should we create the file of evidence
before the first appearance, or present a simple summary of facts? When someone pleads
not guilty, he or she should be told clearly the consequences of pursuing a course that ties up
witnesses, time and money. The defendant should be offered the opportunity to plead guilty
with some degree of incentive, and only when he or she pleads not guilty should we have to
produce the full file. So there are questions about where the effort goes. Members ask how
they can help: they could initiate a debate about whether it is acceptable to take some risks
on bureaucracy, provided that confidence and the bringing of people to justice are not
compromised. The question of whether we are measuring the number of mosquitoes or

eradicating malaria is the way | think of it.

There were two questions about the budget. Am | satisfied with my budget? Yes, | am. It
takes from me the burden of having to deal with legacy issues such as hearing loss and all
sorts of claims which, without devolution, would have impinged upon our operational
budget to the tune of £40 million or £50 million. | do not know what would have happened

had there not been devolution, but the devolution package gives me certainty that those
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matters will be dealt with. The package buys me space and stability for the next year or so,
so that | can change how we do business. That is why | am so adamant that we have to
change some of the criminal justice processes and the bureaucracy. For the PSNI, 7,500
police officers had meant that we have nearly 1,000 police officers doing administration. The
rules of the game have to change, and | have a year to change them. If we do not do that in

the next year, because of some theological attachment to the past, there may be a problem.

However, | welcome the budget and particularly the promise in the Prime Minister’s letter
that | will have access to a security fund. | have an obligation not to produce wish lists, and |
will access that fund in response to the grave rise in security threats and need to invest in
technology. It is important that | have access to a get-out-of-jail card. We have reduced
police numbers in Northern Ireland substantially over the last few years as a result of the
hopes and signs that things are changing. Over the last year, however, the security situation
has become severe. That is not to say that it is the same as in the past, but | need to have
that get-out-of-jail card. | am asked to make efficiencies, and | entirely accept that they are
necessary. It is not always unhelpful to be asked to save money; it obliges you to have
another look at the things that you are doing that may not make sense. However, the Prime
Minister clearly promised access to a security fund. | want to ensure that what we are
putting forward is realistic and totally objective. So | am happy with the package because it

buys me some space.

Other questions were asked about bureaucracy. The reason why we have to challenge
where we put the weight of our resources in the criminal justice system is because criminals
do not play by any rules. | am anxious to avoid imposing rules on ourselves that make no

sense.

| do not like the language, but in our situation, the terrorist threat is dynamic and fast
moving. It has in different form, and we need to stay on top of the situation and be more
dynamic. The dissidents are not playing by any rules, whereas we are playing within the
absolutely necessary human rights framework and very clear rules of due process. We do
not want to add more rules and bureaucracy, or tie our hands behind our backs in meeting

that threat. That is my position on bureaucracy.
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On the issue of cyberspace, we are learning. There have been huge leaps in our own
ability and technology. However, we are still playing catch-up on the use of cyberspace by
criminals, in child grooming or the way people communicate through Twitter, blogs or Bebo.
| am only just learning how to text. We have more to do on this aspect. There may be some
things which, in spite of the recession, we may have to invest in, in order to get ahead. We

have to look at technological improvement and ring-fence some of our investment in it.

| am not too close to the detail on people trafficking. My colleagues are having a serious
debate about trafficking, and that is why | raised it here. | am relaying to you some of the
concerns and conversations that colleagues are having with me. It is important that we see
trafficking as a complex business, involving economic migrants, children and prostitution. It

is an organised crime which we should not see as one-dimensional.

| take your point about the evidential issues, and | will take that away. It is not just about
our detectives spotting the difference between prostitution and trafficking. There is a
question for the Public Prosecution Service in taking some risks on prosecuting people when
victims are not necessarily prepared to give evidence. The idea that we cannot prosecute
without a victim statement is not necessarily true, but we can be rather risk-averse on that.
We had that debate on domestic violence in the past. It was said that we could not
prosecute for domestic violence in such circumstances, but in fact we can. So there is a

debate about whether a victim statement is needed to prosecute for more serious crimes.

There is an issue for neighbourhood and community police officers in spotting crime. You
mentioned the adverts placed in local papers. That sort of thing, and buildings being used
for things that do not make sense, can be detected by community police, through their
relationship with the community. That is where the signs of organised crime are often
found. We must not just see community policing as local and on a bike. Community policing
can provide insights into organised crime. Let me give an example. | asked a community
police officer to go to pension day at the Post Office and ask the pensioners whether there
was anything they wanted to tell him. Those people will not come into a police station or

ring the Crimestoppers number, so we put the officer there when they were collecting their

110



pensions. There was so much intelligence about serious crime that we could not cope with
it. This is not just because the pensioners twitched their curtains; they knew where the drug-
dealing took place, where the people traffickers were, at which houses there was suspicious
activity taking place and the streets where people drove at 70 mph rather than 30 mph. |

will take away your example as a helpful insight.

The question of hot pursuit is a political one, as you would expect me to say. The
invitation is to you; you should not be waiting to ask us about this but asking why you do not
do this for us. A different set of questions arise. | am not subject to the sensitivities of 10
years ago; | can ask those questions with rather a nice naivety. Why do we not do this?
From an operational perspective, | would be more comfortable if our communications
system were joined up, so that we do not need hot pursuit and we are joined up. If we have
joined-up communication, information and co-operation between local commanders on
either side of the border, hot pursuit becomes less of an issue. | am not in tune with the

political sensitivities. Why not ask us why we do not do this, rather than whether we should?

| think that | answered the last question about money.

Commissioner Murphy:
On behalf of Matt and myself, | thank you all for your kind comments. | appreciate that. This

is a two-way street; you need us and we need you.

Matt dealt with structures, so | shall start by addressing Noel Treacy’s question. Of
course, we must react to the issues of the day. For instance, we had some discussion about
the Criminal Law (Jurisdiction) Act, 1976. At the time, the term “human trafficking” was not

in use, so we need to consider that as we move forward.

With respect to the surrender of firearms, | recently had the pleasure of dealing with John
de Chastelain, who has consistently done a tremendous job for the past 12 years, which is a
long time. Many people would have walked off the pitch. Of course, it remains to be seen
what his report will say. | will look closely at what he says about the INLA. | was pleased that

the INLA decommissioned just before the deadline a few weeks ago. Naturally enough,
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along with Matt, | and my force will closely watch what it does, because it has been involved
in a lot of criminality. Now that it has decommissioned, we will be looking at the people who
are part of the organisation. Lord Dubs, | take your point about this Assembly making the
task easier, and | look forward to working with Matt’s people as they work under the new

criminal justice system in Northern Ireland.

Arthur Morgan mentioned budgets, which, naturally enough, are an issue for me. Every
police officer wants the most money possible, and, every year, | make my case. However, in
real life, the South has its economic difficulties, so it is about making the best use of the

money that we have.

There is much technology that | would like, and my people have drawn up many plans, but
| must prioritise in that area. We are rolling out TETRA, which is a huge digital
communications system, and, this year, it will cost many millions to service. However, it is
important, particularly in the context that we have been discussing today, to have
technology that talks fluently to the technology in Matt’s jurisdiction, and vice versa.
Recently, we had to ensure that adequate communications were in place to minimise the
type of activity that Seymour Crawford talked of. | cannot say that every car that is chased or
drunk driver who escapes across the border will be detected — anyone here from a border
constituency would give the lie to that immediately — but, working together, we are doing
our best to minimise the number of cases that go undetected, and things can only get better.
That was the point | was making during my presentation when | spoke about two levels.
There are the bread-and-butter issues, such as minor traffic offences, but the bigger issues,
involving serious crime, require intelligence-led operations, sharing intelligence and working
together to plan strategies and operations in order to move in jointly at the right time. There
have been many examples of such co-operation and, in the past three or four years, one only
had to read the newspapers to be aware of them. That is how we will deal with the bigger

issues.

| hear what you said about rewards for community policing, and many people have said
the same thing to me. My difficulty is that | must administer my force fairly, because, as

Matt rightly said, community policing is, of course, at the core of policing, but we must also
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remember our detectives, traffic officers and all the others, including our civilian employees,
who work at the coal face. Everybody puts their shoulder to the wheel, so it is difficult to be
selective. The good news is that, in January 2009, when the Minister and | rolled out the
new community policing model, the Garda Siochana had about 700 people dedicated to
community policing. In line with my target, that number has increased to in excess of 1,200

people, and it is going up.

The take-up is there, but, as Matt says, we have to get the right people doing community
policing. They must have the flair and the aptitude for detective work, technology, or

whatever else is required.

5.00 pm

Mr Mates talked about delays in the justice system. Matt addressed that. Lord Cope
mentioned the manual of procedure. That started when Hugh Orde and | were working
together, and Matt has now taken it over. We are trying to put in place a manual of
procedure that will facilitate speedy operations, because the bottom line is that we have
been significantly challenged. Many of you will know about the recent case that we are
talking about, whereby the ultimate crime happened and the body lay in one jurisdiction, but
99% of the suspects lay in another. A system must be put in place from an operational
perspective that will be effective in investigating that crime speedily, efficiently and quickly.

As Matt said, two and a half years down the line is two and a half years too late.

The other side of that is the legal support. At that stage, we involve the Office of the
Director of Public Prosecutions in the South and the Public Prosecution Service in the North.
A twin-track approach is required, because you rightly identified that the final exchange of
evidence can be slow and cumbersome due to bureaucracy. Matt talked about speeding up
that process, and we look forward to improvements in that regard. However, natural justice
must apply, and | am conscious that other agencies have to go through their systems, but, at
the end of the day, the police ethic is to solve problems and to do it quickly. Police officers
like to do one thing today and move on to something new tomorrow. The problem for us as

chief police officers is to try to ensure that we finish our case before we move on. We are
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working on that issue, and, hopefully, we will make progress on it. On a practical level, |
understood what Seymour Crawford said. | identify with it, and | will address it. In the
overall context of things, the odd case will get away, but we have to minimise that. We will

achieve that by working together.

There is no doubt that unemployment is having an effect, and we are monitoring that
closely. In the South, housebreaking crimes have increased. The effects of unemployment
are a threat to the safety of our homes and to safety on our streets. We have to work very
closely on that to ensure that our strategies are targeting those types of crimes. Strangely
enough, last year, public disorder offences went down by 4% to 5%, but perhaps people do
not have as much money now to go out and engage in public disorder, having been fuelled

with drink, or, in some cases, cocaine. There is also less cocaine, by the way.

John Robertson, thinking outside the box, talked about cybercrime. | agree with Matt that
it is a major challenge for us. In the Garda Siochdna, we have put in place experts, and we
have put in place a computer crime room to specialise in the investigation of cybercrime.

The bottom line is that no police force can have a skill that will be all-embracing.

In 1987, which was the year of the big storm in the south of England, | was on a course in
Bramshill. The thrust of the course, which | very much admired, was to train up police
managers to manage experts in the area of computer crime. That is the way to do it. We
need to collaborate with private industry to ensure that we can manage private industry in

preventing and detecting cybercrime, but it is a major challenge.

At the moment, social networking is a major challenge. Even some police officers can be
foolish enough to post things on social networking sites, without thinking of their security.
However, that does not just apply purely to the police. There are so many other areas where
that is relevant, and we have seen it in action very recently. The whole area of social

networking and cybercrime in particular is a significant challenge for us all.

| think that | have addressed the issues that Lord Cope raised about the manual of

procedure and letters of request.
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Joyce Watson raised a relevant and interesting question about trafficking human beings.
The case in Wales in which two people were sentenced to six years in prison only very
recently was a classic example of police co-operation, with all agencies working together. As
Matt pointed out, the difficulty is that it is not the police who decide which charge should
apply. Prosecutors will go for the charge that has the best chance of succeeding in court in

our common law jurisdictions.

Trafficking, particularly of adults, mainly relates to sexual activity or labour. It is quite
difficult, therefore, to get witnesses to come forward to support charges. | am not giving a
negative response but a practical, de facto response to where we are at. We have had a
number of cases. | am glad to say that the UK authorities set up Operation Pentameter,
which involves five or six jurisdictions. | signed up to that straight away, so we are part of

that process of co-operation.

We in the South have ultimate responsibility for immigration matters. We are in a good
position. Our immigration police officers work on the human trafficking side. We
collaborate and liaise daily with agencies such as the Immigrant Council of Ireland, and those
people who see what is going on and who have a better facility for hearing the story in a
more frank and open way than the police have. Working with those NGOs is a very

important part of dealing with immigration matters.

Moving swiftly on to Brian Hayes’s political question, | think that | will hide behind Matt’s
answer. Having said that, we are losing some cases, but they are concentrated on the lesser
issues. At the end of the day, the hot-pursuit issue is a political decision. | am sure that that
the Garda Siochana and the PSNI will operate within whatever system is in place, or within

whatever criminal justice system is put in place across the border.

| know that the UK authorities are interested in having the Schengen Agreement enacted

before the 2012 Olympics. It was always indicated that we would go along with that, so we

look forward with interest to seeing what political progress is made in that area.
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| thank Baroness Harris for raising the question of budgets, because it is all about money,
at the end of the day. To aid police safety, | made the decision to introduce pepper spray on
this side of the border, and it was a decision that | know pleased my officers. We have
policed the 26 counties since 1922 as an unarmed police force with just a baton in our
pockets. We have moved on to carrying pepper spray now, and | hope that we do not ever
have to move on further than that. Certainly, in my time as Commissioner, | have no notion
of moving on from carrying pepper spray. Of course, we have other facilities at our disposal,
such as tasers, but our emergency response unit and our regional response unit are our only

armed units

| thank Terry Leyden for his comments. The press asked me the same question today
about head shops. We have had some difficulties, particularly in the city of Dublin, as a
result of people’s response to head shops. Two shops have been burnt down with the
potential loss of life, and we are investigating those fires. It is a problem. | have spoken to
Minister of State for the national drugs strategy, John Curran, who is a great Minister and is
very focused on the issue. As | understand it, the difficulty is that if one substance is banned
today, it can reappear out of the blue tomorrow morning under a different name. Therefore,
legal highs are quite a tricky area in which to legislate. At a time when there are fewer hard
drugs available on the streets because of money and law enforcement authorities’ successes,
head shops are something that we have got to get a grip on. In Southern Ireland, Minister

John Curran is keenly aware of the need to address that as part of his overall strategy.

| think that | have addressed each of the nine questions in some way. Thank you.

Chief Constable Baggott:
| wish to answer Andrew’s question about safety, which, forgive me, | did not see on the list.
| am happy to invite the Policing Board’s human rights committee, in particular, to examine
how we use Tasers, AEPs and terrorism powers. | am nothing but transparent about that. |
have introduced a debate about our responsibility to apply the human rights legislation
proportionally. However, we must also be practical about this. The human rights debate is,
therefore, two-dimensional. | have to justify to my colleagues the level of protective

equipment that they have. In my previous constabulary, there were three occasions when
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an offender may well have been shot dead had my colleagues used a firearm rather than an
AEP. If they had not had the option of using an AEP, they would have had no real course of
action other than to use lethal force. | have an obligation to use equipment such as Tasers
and AEPs, particularly given the current level of risk and threat that my colleagues face. The
debate must be two-dimensional, because human rights issues affect both the public and

police officers, and | have been very clear about that.

| do not want to use the terrorism powers under section 44, but the reality is that, as we
speak, police stations are coming under mortar and machine-gun attacks and police officers
are being blown up by improvised explosive devices: |EDs. It would, therefore, be rather
foolish of me not to adopt those section 44 powers in an intelligence-led way, provided that
their use is justifiable. | am having a debate with colleagues that says that, as a human-rights
based organisation, the human rights debate is not one-dimensional, but two-dimensional.
At some stage | will raise that issue with bodies, such as the Human Rights Commission, to
find out what more civic society can do to protect the human rights of our police officers in

public order situations. That debate will roll, and | value comment on that.

The other issue is investment. Every time there is a crisis, we look again at how we are
supporting colleagues. We have just issued more equipment to individuals so that they can
protect themselves. We will continue to do that because we have asked them to do a

difficult job, and we have an obligation to support them in that.

The Co-Chairman (Mr Niall Blaney TD):
The Assembly, Co-Chairman Paul Murphy and | wish to thank Chief Constable and the
Commissioner for being here today and for their openness, honesty and willingness to
participate in this wide-ranging question-and-answer session. Thank you for your
participation. Commissioner Murphy, please our offer our thanks to the local
superintendant for the security arrangements that he has put place this weekend. It is worth
nothing that, at this morning’s session on Jim O’Keeffe’s committee A report on co-operation
in policing, it was agreed that Paul and I, as Co-Chairs, will send a note of solidarity and well-

being to Peadar Heffron.
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As a mark of our appreciation for your being here today, Paul and | wish to make a small
presentation to you. | ask that members stay in the room to finish this morning’s business.

We will now go off session for a minute or so.

The sitting was suspended at 5.14 pm.

The sitting resumed at 5.18 pm.

BUSINESS REPORTS FROM COMMITTEES

The Co-Chairman (Mr Niall Blaney TD):
It is true to say, Mr Walter, that your motion was rudely interrupted this morning. | think

that all our members have contributed. Do you want to make any closing comments?

Mr Robert Walter MP:

| am happy that the motion was agreed; | have nothing else to say.

Committee B (European Affairs): The recession and EU Migrant Workers

Mr Charlie O Connor TD:
| beg to move
That the Committee takes note of the report from Committee B on ‘The Recession and EU

Migrant workers’ [Doc No 165].

Baroness Harris and | have worked on this, and we have been happy to do so. This is an

interim report; it is a work in progress, and we intend to continue our work in that regard.

We had a meeting in Dublin in November 2008 with Conor Lenihan, the then Minister for
Integration Policy. Some of you will know that | share a multi-seat constituency with

Minister Lenihan and Brian Hayes TD, and, on behalf of the Committee, | was able to take
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advantage of the warm, close relationship that | share with the Minister. We did well in that
regard, and we have had other meetings since. In January, we had a particularly positive
meeting with Chris Bryant MP, the Minister for Europe in the Foreign Office. That was

important for us.

We look forward to another meeting in two weeks’ time in Dublin. We hope to meet Dick
Roche TD, the Minister with responsibility for European affairs, and John Curran TD, the

Minister with responsibility for integration. It is importation that we do that.

| want to be brief, Co-Chairman, because | know that you are worried about the room
emptying. This morning, Michael Mates made a point about the future of the British-Irish
Inter-Parliamentary Body. He said that the work of BIPA should not be over, and | subscribe
to that notion. This kind of report proves that there is a role in the future for the work that
we are doing, as does the other business that we covered today. | hope that people will take

an interest in that case.

In case | never speak again over the next two days, | wish our British colleagues well as
they ponder and work through the next 73 days. | will be looking at the results of any

members who are seeking re-election.

Baroness Harris:
We felt that this report needed to take a much wider and deeper look at the issues, because
they are complex and sensitive. Therefore, the report has to be seen very much as an

interim report.

As Charlie O’Connor said, we are grateful for any help that we can have from Members of
the Northern Ireland Assembly who might have valuable information to put into the report.

It is a work in progress.

Senator Cecilia Keaveney:
One of the issues that arose as part of our work was the lack of information exchange

between various countries in the EU. It is important to note that, within our most recent
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social welfare budget, one of the changes in the Social Welfare Bill was to increase the data
exchange between countries. | know that the exchange of social welfare information
between the UK and Ireland has always been very strong. We have our fingers on the pulse

of what is an important issue, but it needs more delving into.

Question put and agreed to.

Resolved:
That the Committee takes note of the report from Committee B on ‘The Recession and EU

Migrant Workers’ [Doc No 165].

Commi tt ee B ( E TheBripisa andlrish f F s e s ) Regi onal Ecc

Mr Michael German AM:
| beg to move

That the Assembly takes note of the interim report from Committee B on the British and
Irish Isles Regional Economic Space and the conclusions and recommendations of the report,
which should be forwarded to both Governments and the devolved Administrations for their

observations. [Doc No 166].

| hesitated before | came in, because | will ask the Assembly to speed-read the
recommendations in the report, particularly that at paragraph 19 of the report, which is for
the whole Assembly to take. Therefore, when the Question is put at the end of the debate,

Co-Chairman, | hope that you will move that recommendation as well, because it is crucial.

The report comes out of increasing understanding by European Union member states that
they need to collaborate more closely with one another. We have discovered that the pace
of activity in the European Union is increasing. The Baltic Sea strategy, which is the first on
the horizon and which now has the significant force of the European Commission and eight
member states behind it, is being followed by a strategy for the Danube basin. For those

who are good at mathematics, that means that, between the two of those strategies, 17
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member states in the European Union are now working on macro-economic spaces.
Furthermore, we know that President Sarkozy is working with Spain and Italy to look at the
Mediterranean region. The likelihood is that, although the jury is out as to whether that will
be a new initiative for the European Union and will develop powerfully, the political
momentum behind it is now almost unstoppable. Quite clearly, the Irish and UK
Governments are not part of it at present, so the report is an important attempt to
understand why people want to co-operate, what the benefits are, and what needs to be

done next.

This interim report is a starting point for finding out more. However, we need to move
quickly. If others in the European Union are moving, we cannot afford to be left on the
sidelines as a macro-economic peripheral region of Europe. Co-operation programmes are
already in place in the European Union, but they are limited in overall funding, in

geographical coverage and in the type of actions they supported.

The co-operation of member states requires a different scale of commitments to get the

sort of work that is now going on in those 17 member states.

The member states responded to the need for a deeper co-operation so that common
challenges could be addressed, hence my question to the Taoiseach this morning. That
guestion evinced not just one answer but a whole string of policies that he felt would be
better served by deeper co-operation. In fact, we heard today from the two senior police
officers about one of those challenges — trafficking. Security of our borders is another such
challenge. We need to up our game to try to increase the level of political commitment to

those political challenges.

Three steps are necessary. First, we have to identify any real needs that exist in our
region. We heard about some this morning and about others this afternoon. Everything that
we are hearing about working together would fit into the sort of message that we are getting
quite clearly from the European Union. We need to identify those real needs fairly rapidly;

that is one of the functions that Committee B will undertake.
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Secondly, there must be political will. None of those things has succeeded in the other 17
member states, or in those that will follow, without a high level of political willpower in the
areas concerned from senior politicians — that is, at the level of Prime Minister or Taoiseach

across the European Union.

The third necessary element is translating those challenges into real actions. As part of
the Baltic Sea strategy, we now have an action plan for change for those eight member
states in the region around the Baltic. They started with the environmental issue that was
the straightforward recognition that they share a space around a sea in which problems
exist. However, they swiftly moved into dealing with economic issues, transport, tourism
and the common challenges that they face in socio-economic matters. The experience of the
European Commission is that the more that one delves into the matter, the deeper the
connections become and the deeper the challenges that we have to face together. | and the
Committee have taken the view that we need to extend our thinking to looking at those

common challenges.

Are our islands a sufficiently large economic space within which we can deal with the
common challenges that we face? As the Commission suggests, it may be that some of them
require a much bigger area, including perhaps Iceland, Norway, and, as is the case in some of
the programmes, northern France, the west coast of France and northern Spain. It depends
on the issue that one is trying to deal with. A great deal more activity needs to take place in
the Committee to identify those common problems. We need the political willpower to do
that. That is why paragraph 19 of the report is so important. We need to bring together the
actors who can describe the political challenges. That will then clearly become something

for the British-Irish Council to take on board.

However, there is a journey to be travelled first. That will give us the opportunity to
agree, first, the common challenges that we face, and secondly, the most appropriate
economic spaces that we need to deal with those challenges. It may be the case that more

than one geographical space applies to all those challenges. That is horses for courses.

| recommend paragraph 19 as part of the motion to the Assembly, and | also recommend
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that it notes the other activities that the Committee is undertaking to drive what is likely to

be one of the key new areas of activity for the European Union.

The Co-Chairman (Mr Niall Blaney TD):

Thank you, Michael.

Senator Cecilia Keaveney:
| commend Mike German for the work that he is doing on the report. For a long time,
plenary sessions were a bit like the film ‘Groundhog Day’, but recent sessions have been far
from that. They have been regenerated and revived, and | think that the same applies to
recent Committee work. We have three very good reports bubbling away. We would love to
have every Committee member here to hear what is going on with its report, because, as far
as | am concerned, if we do not get our act together, we will be left behind. When it comes
to the funding opportunities of 2013, we will not be where we should or could be. The
report needs to be taken seriously, and | support its endorsement. Given the relevance of
the report, | hope that those who have dropped out today will be encouraged to look at it

tomorrow.

Mr Robert Walter MP:
| do not want to prolong the debate, but, as Chairman of Committee B, | echo what Cecilia
said. | commend Mike German and the staff of the Welsh Assembly, which | mentioned

earlier, for the effort and work that they put into producing the report.

| also emphasise one other point that is relevant to Mike’s report. We have spoken once
or twice today about the British-Irish Council, and | think that this project is ideally suited for
that body’s east-west dimension. Only Governments can take the work of the report
forward and decide that they want to act on it; it is not something that parliamentarians can
take forward. | think that it could unlock some real activity, both in the Governments within
the islands and also in the European Commission. That activity could be directed towards
things that all of us want to do on behalf of those whom we represent. | hope that we will

get a response from the BIC on that.
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Question put and agreed to.

Resolved:

That the Assembly takes note of the Interim Report from Committee B on The British and
Irish Isles Regional Economic Space and the conclusions and recommendations of the Report,
which should be forwarded to both governments and the devolved administrations for their

observations [Doc No 166].

Adjourned at 5.32 pm.
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TUESDAY, 23 FEBRUARY 2010

The Assembly met at 9.37 am.

PLENARY BUSINESS

Reciprocal Health Agreement with Isle of Man

The Co-Chairman (Mr Niall Blaney TD): Order. The Assembly will now resume in public
session. Item 1 on the agenda is the reciprocal health agreement with the Isle of Man. | ask

Andrew Mackinlay to introduce the motion.

Mr Andrew Mackinlay MP: | beg to move

That the British-Irish Parliamentary Assembly calls on the United Kingdom Secretary of
State for Health to defer the cancellation of the Reciprocal Health Agreement with the Isle of
Man planned for 1 April 2010 and to review the decision to abrogate the arrangement, a
decision which will not only be unfair to residents of the Isle of Man but also substantially
disadvantage United Kingdom residents and voters and in particular the elderly, the
chronically disabled and motorbike enthusiasts; believes that Age Concern and all the major
disability pressure groups and charities should be consulted as part of the review; asks that
the review be at ministerial level with the Health Ministers of the Isle of Man, Scotland,
Northern Ireland and Wales as well as the United Kingdom Justice Secretary, who has
responsibility for the bilateral and constitutional relationships between the United Kingdom
and Crown Dependencies; demands that the details and totality of the costs of the reciprocal
agreement to both jurisdictions be published; seeks an explanation of the constitutional
basis upon which the Secretary of State relies to abrogate the existing agreement on behalf
of Scotland, Northern Ireland and Wales; and requests that the United Kingdom Secretary of
State for Health makes a statement on the modalities by which it is proposed to collect the
costs of emergency admissions and hospitalisation in each jurisdiction if the existing

agreement is terminated.
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Colleagues and Co-Chair, | am very pleased to move the motion, and | do so in the belief
that it is wholly within the footprint of the terms of reference of this Assembly. The decision
by the United Kingdom Government arbitrarily to end the reciprocal health agreement
between the Isle of Man and the United Kingdom impacts on all our jurisdictions, including
the Irish Republic, in my submission. The motion refers to the Isle of Man, but the issue also
relates to our colleagues in Guernsey and Jersey, who have already endured and suffered the
arbitrary ending of their comparable health agreements with the United Kingdom. | am
proud to have worked closely with our colleagues Senator Alan Breckon from Jersey, Deputy
Graham Guille from Guernsey and Speaker Steve Rodan from the Isle of Man. Also from the
Isle of Man is David Cannan, a member of the House of Keys, although he is not here today. A
great campaigner, who is not in Parliament, is Eddie Power. We have worked together on the

matter, because we think that the decision is not just unfair — it is potty; it is bonkers.

The arbitrary decision to end the reciprocal health agreement between the UK and the Isle
of Man has not been thought through, and it is not buttressed by any evidence that there is a
cost disparity, despite Ministers saying that there is. | have challenged them in the House of
Commons to demonstrate it, but they have singularly failed to do so. In my view, it was a
rather mean, knee-jerk decision, either by officials or by Ministers — | know not — but we
need to get it reversed or, at the very least, as the motion proposes, deferred, so that
mature reflection may be held and a view taken on the impact not just on the people of the

Isle of Man but on my constituents and those of others in the Assembly.

The impact of this arbitrary decision, which is due to come in force on 1 April, will fall on
the elderly — on the grandfathers and grandmothers who want to visit families in the United
Kingdom. It affects the chronically sick and disabled, who will either have to pay a
disproportionately high cost or who will not be able to get health insurance in order to travel
to the UK. The decision impacts on us all, as it works both ways. It means that our
constituents who visit the Isle of Man in future stand in danger of being billed for
hospitalisation if they are admitted to hospital as a matter of urgency and have to receive

treatment.
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A classic example is somebody who suffers a heart attack. They will be billed if the decision
and the proposed change on 1 April are not kicked into touch. Let us consider folk who travel
to the Isle of Man from Liverpool, Glasgow, north Wales, London or Belfast to attend the
annual TT races, for instance, if they are motorcycling enthusiasts—or they may simply wish
to visit this wonderful Celtic-Viking heritage island. If they have an emergency hospital
admission, they could be faced with an astronomical bill, in addition to the anxiety that they

will have experienced through their illness.

There is also an important constitutional issue. It seems that officials in London and the
Ministers who are involved have not taken cognisance of the new constitutional conventions
and dispensations. The decision to tear up the reciprocal health agreement with the Isle of
Man, and with Guernsey and Jersey for that matter, was taken without consultation with the
other UK Health Ministers: Nicola Sturgeon, Michael McGimpsey and Edwina Hart were not
consulted about the decision, but were told by the Westminster Minister. That raises the
guestion whether the Westminster Minister, who is, basically, the English Health Minister,
has the right or capacity to make a decision on behalf of the other three Health Ministers in
the United Kingdom. | believe that the Westminster Minister does not have that right, and it
is ridiculous that they should be able to take such a decision, because the impact will clearly
also be felt in Northern Ireland, Scotland and Wales. When Almighty God decided, “Oh,
there’s a bit of space there in the Irish Sea — I'll put the Isle of Man there,” he put it there,
and the decision clearly has an impact on visiting by people from Dublin, Belfast, the west of
Scotland, north Wales and north-west England. Constitutionally, the decision is a great

offence.

| have a further point about the support for the motion. Many ex-services organisations in
the Isle of Man are campaigning and seeking our support to get the decision reversed. They
feel affronted, after the service that has been given and is being given by Manx people to the
United Kingdom armed forces, in days gone by and now, in current conflicts and

peacekeeping operations.

| hope that, if we pass the motion unanimously, you, Co-Chairs, and Paul Murphy in

particular, will raise the matter with some expedition with the United Kingdom Government,
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both with the Secretary of State for Health and with the Secretary of State for Justice, who is
supposed to be the custodian of the constitutional conventions between London, Belfast,
Edinburgh and Cardiff, to get the decision postponed, so that we can all pause, so that
people will not be put in jeopardy from 1 April, and so that the Isle of Man, together with
Guernsey and Jersey, can reach a new reciprocal agreement that endures into the next

century.

The Co-Chairman (Rt Hon Paul Murphy): Thank you, Andrew, for an impassioned address
on an important issue. | have a great deal of sympathy, incidentally, with the points that you

make.

This is an important debate, but | ask colleagues to restrict themselves to a few minutes, as
we have a lot of business today. That will allow us to call as many people as possible who are

interested in the subject.

9.45 am

Rt Hon Lord Dubs: | congratulate Andrew Mackinlay both on his initiative and on the way
in which he put forward the argument. We will miss you, Andrew — you are a valuable

Member of this Assembly. [Applause.]

Lord Smith raised the issue in the House of Lords, and | pitched into the debate. | felt that
the British Government response was weak and unconvincing, such that if there is a bit of a

push they will give way. It is our job to push hard.

Dr Dai Lloyd AM: |, too, commend Andrew Mackinlay for his motion and all his hard work
to date. The Welsh Minister for Health and Social Services tells me that she knew nothing of
the issue until a couple of weeks ago, when | discussed whether | should support Andrew
Mackinlay’s motion. Devolution has happened in these islands, health is a devolved issue for
us in Wales and we do not expect decisions to be made on health matters by outside
Governments or jurisdictions. We are naturally shy, timid and restrained, but there is an

undercurrent of anger regarding the situation. We jealously guard the status of health as a
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devolved matter. We are always saying that certain Whitehall departments do not see Wales
on the radar, and this is a case in point. | strongly commend Andrew Mackinlay’s motion to
the Assembly as the motion calls for the cancellation to be deferred to allow a pause and a

period of mature reflection by all the Health Ministers who are involved.

Diolch yn fawr.

Mr Robert Walter MP: |, too, commend Andrew Mackinlay for lodging his motion. The
situation is rather like the debate on the common travel area in that a unilateral decision has
been made by one Government that goes against the spirit of east-west dialogue and the

spirit of what the Assembly is here for. It is therefore right for us to debate the matter.

Andrew Mackinlay described the process as “bonkers”. | believe that it is mathematically
and financially illogical. If | am correct — | googled it this morning — the population of the
Isle of Man is about 80,000. If all those people travelled to the United Kingdom and fell ill,
there might be a problem but, on the other side of the equation, about 300,000 tourists visit
the Isle of Man each year from Great Britain and Ireland. In fact, if we add the Irish tourists,
the total is more than 300,000. The balance of the risk to the health system is therefore very
much in the UK’s favour. People do not usually travel when they are ill, so the likelihood of
their falling sick is reduced. Not only that, but the Isle of Man purchases elective health care
from English health trusts. | do not think that the Department of Health has properly taken

that additional money into account.

| just happened to be in Malta last week, and | asked the British High Commissioner in
Malta what the arrangements were there, because Malta is another island that receives
many tourists and visitors from the United Kingdom. The 450,000 people a year that it
receives from the United Kingdom are treated as if they are Maltese under the reciprocal
arrangements for European Union health care. If the entire Maltese population went to the
United Kingdom, it would comprise only 400,000 people. Not only that, but the elective
surgery that is carried out in the United Kingdom for Maltese people is done for free. That is
all the serious stuff. The position is probably similar to the Isle of Man’s arrangement. Each

year, some 180 serious elective operations are carried out for free on behalf of Malta, and

129



that is considered to be a fair balance. By comparison, the UK Government’s proposal with

regard to the Isle of Man represents an extremely unfair balance.

Mr lain Smith MSP: | add my support for Andrew Mackinlay’s motion. When one
Government acts in a unilateral way without discussing the matter with the other
Governments that are involved, BIPA should consider the matter. In this case, the issue is not
just that the UK Government has not reached an agreement with the Isle of Man but that the
UK Government has not discussed it with the other devolved authorities in the UK that have
responsibility for health. That is an unacceptable way in which to behave. We have the
British-lrish Council, at which such matters should be discussed. The UK Government should
have taken the matter to the British-Irish Council and had a proper discussion with all the
parties who are involved, but it failed to do so. As such, BIPA should condemn what the UK

Government has done. | fully support Andrew Mackinlay’s motion.

Baroness Harris: | entirely support what Andrew Mackinlay has said. | want to ask whether
servicemen and women who are injured on duty in Afghanistan or Irag will receive free
healthcare in the UK. If so, that will make the residents of the Isle of Man and of Jersey and
Guernsey second-class citizens, because some residents will be allowed support while others

will not.

Many people travel to the Isle of Man not just from the north-west and west of England
but from the north-east, where | live. | have dear friends and neighbours who have always
spent their holidays in the Isle of Man over the past 50 years, but they now say that they will
not travel there in case they fall ill. The situation is a disgrace. We must try to do something

to stop this nonsense.

Deputy Graham Guille: As far as | am concerned, this debate covers two separate issues:
the changing way in which the various jurisdictions have viewed such agreements over time

and the way in which the agreements have affected the people.

Let me just outline the Guernsey view — which | am sure is similar to the Jersey view — of

the agreement that we had. When the agreement was first entered into in 1976, the islands
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were receiving large numbers of visitors and holidaymakers, a proportion of whom, as we
have heard, found their way through the doors of our various hospitals. Pretty much from
the start, because we were a holiday destination, the number of visitors we treated was

considerably larger than the number of our residents who were treated in the UK.

Another factor that affected the agreement as things progressed was that, over time, the
profile of those seeking medical services changed. We found that we were dealing not only
with tourists and business travellers but what seemed to us to be health tourists, who used
the agreement to side-step the National Health Service queues. That was always a concern.
When that worry was made known to the UK Government, an attempt was made to redress
the imbalance by agreeing to allow certain island patient referrals to the NHS. That was a
very welcome development, given that Guernsey was spending in excess of £100 million on
its health service for a population — to put the matter in perspective — of only 60,000 or
65,000. One of our problems, of course, was that we were never able to supply reliable
statistics to the UK Government on the number of its nationals who received treatment
visiting the island because we could never be wholly confident whether those people were
genuine tourists or people who just wanted to benefit from the agreement for health

purposes.

In closing, let me say just a few words about the effects of the change. The agreement with
Guernsey and Jersey ended in 2009, so we are already a year ahead of the Isle of Man. As we
have heard, there is a detrimental effect on the elderly, on those with pre-existing medical
conditions and on those who, for whatever reason, cannot get medical insurance. Potential
visitors have a fairly stark choice: they either take a chance or they stay where they are. The
situation also affects those who are currently serving in the armed forces. The Channel
islanders especially are renowned for their service in the armed forces — my son is currently
serving on HMS Talent. Given that many of those servicemen will inevitably bring back
conditions with them when they return home after their careers, where do they stand in

view of their long-term health needs?

Guernsey came to have reservations about the cost of the agreement, but we were also

conscious of the implications that ending the agreement would have on some of our least
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fortunate citizens. Islanders have a number of attributes in common: they readily adapt to
change; they are usually fiercely independent people; and, most of all, they are fully aware

that there is no such thing as a free lunch.

We heard from Jim O’Keeffe yesterday about some of the discussions with the Assembly’s
Sovereign Matters Committee. At that meeting, | remarked that we are more than happy to
play a constructive part in seeking agreement, but what we really need is a level playing field.
Guernsey is interested in getting involved in discussions with representatives of the
dependencies and the United Kingdom health authorities, but we really need to know the
terms of a new health agreement, because we certainly would not want to go back to the old

one.

Mr Jeff Ennis MP: | speak in support of Andrew Mackinlay’s excellent motion. | have a
reputation for being very much a Government loyalist and | try to defend Government policy
wherever | can, but, to be honest, there is no way that | could defend this policy, which is
indefensible. | have spoken on a number of occasions to Andy Burnham, who is a good
Minister and a good friend, in my role as one of the vice-chairs of the British-Isle of Man all-
party parliamentary group. Nearly every member of the Manx group — certainly on the
Labour side — has tried to get the message across to Andy about the significance and knock-
on implications of this nonsensical policy, which Andrew Mackinlay set out in greater detail. |
would like the Assembly to agree unanimously to the motion, so that we can put the ball
back in Andy Burnham’s court, because the policy defies logic and | cannot understand why

my Government is putting it forward.

Lord Smith: | support Andrew Mackinlay’s motion and | share Lord Dubs’s view that the
Assembly will miss him badly. AlImost a month ago, | asked a question in the House of Lords
on the cessation of the reciprocal health agreements. | did so partly because, when | was in
Jersey on holiday this summer, | found to my horror that | was not covered by medical
insurance — not least because | cannot get any — so | have a personal interest in the matter.
The cessation of the reciprocal agreement means that at least one parliamentarian in the UK

cannot visit the Crown dependencies. That is an added constitutional element.
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The policy is extraordinarily ageist. When we see in the airports the people who are on
their way to the Crown dependencies in the summer season, we might make the mistake of
thinking that they are going to Lourdes, there are so many crutches and Zimmer frames, my
own walking stick included. Lord Tunnicliffe, in replying to me and other Lords a month ago,
was, frankly, pathetic—and | have seen some pathetic ministerial performances in my time.
That is nothing to do with him personally; he could not have been briefed adequately,
because the policy defies logic, as colleagues said. In my time in the House of Lords | have
never had so many e-mails on a topic that | have raised as | have on the cessation of the
reciprocal agreements. The amount of feeling that the policy has generated is quite

extraordinary in my experience. | hope that we will pass the motion nem con.

Mr Michael German AM: The Minister for Health and Social Services in the Welsh
Assembly Government introduced the necessary legislation to give effect to the policy in
Wales just a few weeks ago. If colleagues here from Wales are prepared to join me, as | hope
that they are, | am prepared to pray against it and force a debate on the floor of the National

Assembly for Wales.

10:00 am

Mr Brian Adam MSP: The suggestion that the issue should go to the British-Irish Council
was a wise one. We could also write to the devolved Administrations and the Crown
dependencies to encourage the issue to be taken up through the joint ministerial committee
mechanism, which is meant to resolve disputes. | agree that this has been done unilaterally
through the English Department of Health, with the collusion of the English Ministry of
Justice, which, ultimately, do not have all the powers. It is not just a matter of resolving
issues to do with elective specialist health care between the Isle of Man Government and

some English health authorities; the matter affects all people on these islands.
Trevor Smith’s point about insurance was well made. Many people cannot travel because

of health insurance issues. That is grossly unfair. | am delighted to support Andrew

Mackinlay’s motion.
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Mr Stephen Rodan MHK: | thank Andrew Mackinlay for championing the cause. His motion
reflects the terms of an early day motion that more than 50 Members of the House of
Commons have signed. | thank the MPs and Members of the House of Lords who have taken
up the cause with the Secretary of State, made representations and made the case firmly. |
am also grateful for the sentiments that have been expressed this morning. The debate
shows the Assembly at its finest. We are a family. When problems arise in the family, we step
in and help each other. | cannot tell Members how heartening it is to have heard the

expressions of support this morning.

The issue is serious, because it strikes at the heart of the concept of universally available
health care that is free at the point of delivery. The reciprocal health agreement with the Isle
of Man dates back to 1948, when the NHS was founded. In simple terms, it meant that we
gave health treatment to each area’s citizens as if they were our own, whether or not they

were visitors.

It might help to note the background. Members will have seen the letter that Gillian
Merron, the Health Minister, sent to Paul Murphy, whom | thank for taking up the matter as
Co-Chairman. The letter says that the ground for ending the agreement is economic and that
the agreement does not “represent value for money for the British taxpayer.” | will explain

briefly why that was said.

Over the years, the reciprocal arrangements have meant that the many thousands of
holidaymakers who traditionally came to the Isle of Man were treated in our hospital if they
fell ill and that the lesser number of visitors who went to the UK were treated there. Under
the reciprocal arrangements, the costs of elective surgery for people from the Isle of Man in
Liverpool and elsewhere in north-west England and of referrals from the Isle of Man to those

places for specialist treatment were also absorbed by the UK NHS.

With the passage of time, a disparity in the arrangements became clear. By the late 1990s,
the thousands of holidaymakers were no longer coming to the Isle of Man and the UK
taxpayer was continuing to pay for elective surgery. In 2004, an updated arrangement was

entered into with the Isle of Man and the other Crown dependencies whereby we paid for
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elective surgery — the cost is to the tune of £9 million annually, which goes to the north-
west specialised commissioning group, which organises placements and referrals for

specialist treatment in the north-west. The Isle of Man Government is happy to pay that.

The point that provides the difficulty now is that the decision was also made in 2004 to
allocate money — to compensate the Isle of Man Government for treating UK visitors to the
island, if you like — that is to the tune of £2.8 million today. That £2.8 million was deducted
from the £9 million bill for elective surgery. The UK Department of Health says that that no

longer represents good value for money.

Nowhere else under the bilateral health agreements that are in existence is a specific fund
allocated to treat UK visitors abroad. The UK Government’s position is that it is the
responsibility of individuals to take out health insurance when they travel—a fair enough
argument. Our view is that, instead of the UK Government unilaterally tearing up the
agreement so that we do not recognise one another’s citizens at all and refusing to
negotiate—the agreement ends on 1 April this year and in Jersey and Guernsey it ended on 1
April last year, so we were given a bit of notice— there was room for us to sit down and say,
“Let’s recast a new health reciprocal agreement that is good value to the UK taxpayer.” That
would mean a reciprocal agreement such as the UK has with non-European Economic Area
members, such as Barbados, Malta, Ukraine, the states of the former Soviet Union and the
states of the former Yugoslavia, all of which have bilateral health agreements with the UK,

whereby our respective citizens are not billed if they are admitted to hospital.

It is important to note that the traditional arrangements for free accident and emergency
care remain. It is only when people are admitted to hospital for further treatment that the
bill starts to rack up. The difficulty has been well articulated by others in respect of those
who cannot obtain health insurance—people with pre-existing conditions and the elderly
simply cannot get it. Some 40% of UK travellers do not take out health insurance at all
anyway — they run the risk. You can be sure that it is only a matter of time before someone
from the Isle of Man visiting England or someone from England visiting the Isle of Man runs

that risk, falls ill, is admitted to hospital and ends up with a bill for thousands of pounds.
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This strikes at the very heart of reciprocity in its true sense — that we recognise each
other’s citizens when they are in difficulty and are admitted to hospital beyond the normal
accident and emergency situation. | am grateful to Andrew Mackinlay and others for bringing

this motion forward.

The Co-Chairman (Rt Hon Paul Murphy): David McClarty and Alan Breckon wanted to
make a contribution. Please make it reasonably brief, even though the issue is very

important, in case we run out of time.

Mr David McClarty MLA: Thank you. | will be brief. | thank Andrew Mackinlay for bringing
this issue to the floor of the house and the impassioned manner in which he spoke to the
motion. | think that we have heard from every other region of the United Kingdom. | just
want to put Northern Ireland’s point of view. We fully support the motion. A potentially huge
number of Northern Ireland’s citizens could be disadvantaged by this. A huge number travel

every year for the TT races.

Senator Alan Breckon: Thank you. | will be brief. | support Andrew Mackinlay’s motion and
welcome and appreciate the work that he has done. Baroness Harris, Lords Cope, Smith and
Dubs asked questions in the House on this matter and on the common travel area. Jim
O’Keeffe has touched on some of this work, too, in relation to constitutional issues. What
concerns me is that there was not really any effective consultation. Although it was done, it

was more, “This is what we’re doing. Here’s the information.”

As Andrew Mackinlay pointed out, there is a great deal of confusion about this. | tested
that from the ordinary person’s point of view — the situation was as clear as mud. There is
confusion for travellers either way, as Lord Smith pointed out. | have not seen any

meaningful statistics or costs with regard to why all this came about.

From Jersey’s point of view, enforcement would be a real issue. If we have a sick person, |

do not see their being taken to court for cost recovery. We do not have a system to do that,

so what follows the end of the agreement has not been thought through properly.
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| hope that Members will support the motion, as | think that it tries to redress an

imbalance that has been imposed.

The Co-Chairman (Rt Hon Paul Murphy): | thank Alan Breckon and David McClarty for

being brief and effective.

Before | formally put the question on the motion, | have a few comments. First, | share the
view of everyone who has spoken: the decision is daft. Bearing in mind, for example, that the
Isle of Man’s population is the same as that of my constituency, one wonders what the fuss

is all about.

Secondly, the point has been very well made that the decision is about the rest of the
United Kingdom and these islands as much as it is about the Isle of Man. That is an important
point, and | urge all the Members who have spoken from the dependencies and devolved
Administrations to go back to their respective jurisdictions and quickly ask their respective

Ministers to make the case to Andy Burnham. That would be very helpful.

Thirdly, however, there is a problem, which is that the Isle of Man Government itself
appears not to have asked the British-Irish Council to consider the matter formally, which it is
entitled to do. Frankly, that is a weak part of the case. Members will notice from the letter
sent to me that the Isle of Man Government met the British Government on 19 January to
discuss the issue. It strikes me that the most effective line is the constitutional one. There
has been insufficient discussion and negotiation with the devolved Administrations on
something that affects us all.

Finally, if the motion is agreed to, | suggest that the Assembly ask me to meet Andy
Burnham formally and also to alert Jack Straw, the Secretary of State for Justice, and Peter

Hain, whose responsibilities cover the British-Irish Council.

Question put and agreed to.

Resolved:
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That the British-Irish Parliamentary Assembly calls on the United Kingdom Secretary of
State for Health to defer the cancellation of the Reciprocal Health Agreement with the Isle of
Man planned for 1 April 2010 and to review the decision to abrogate the arrangement, a
decision which will not only be unfair to residents of the Isle of Man but also substantially
disadvantage United Kingdom residents and voters and in particular the elderly, the
chronically disabled and motorbike enthusiasts; believes that Age Concern and all the major
disability pressure groups and charities should be consulted as part of the review; asks that
the review be at ministerial level with the Health Ministers of the Isle of Man, Scotland,
Northern Ireland and Wales as well as the United Kingdom Justice Secretary, who has
responsibility for the bilateral and constitutional relationships between the United Kingdom
and Crown Dependencies; demands that the details and totality of the costs of the reciprocal
agreement to both jurisdictions be published; seeks an explanation of the constitutional
basis upon which the Secretary of State relies to abrogate the existing agreement on behalf
of Scotland, Northern Ireland and Wales; and requests that the United Kingdom Secretary of
State for Health makes a statement on the modalities by which it is proposed to collect the
costs of emergency admissions and hospitalisation in each jurisdiction if the existing

agreement is terminated.

The Co-Chairman (Rt Hon Paul Murphy): As no one voted against or abstained, that

motion is agreed to unanimously. [Applause.]

The Co-Chairman (Mr Niall Blaney TD): We devoted a lot of time to that motion, the result
of which is that we have about 15 minutes left before Declan Kelly is due to arrive. | propose
that we just note the correspondence from the relevant Governments. We then have Alf
Dubs’s motion on returning the unemployed to work and a late motion on membership.

With Members’ agreement, we will proceed.

GOVERNMENT RESPONSES TO REPORTS
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The Co-Chairman (Mr Niall Blaney TD): The first correspondence is from the Northern
Ireland Executive on the Bill of Rights for Northern Ireland. There are three responses to

previous Assembly reports, which | believe have been circulated.

Question put and agreed to.

Resolved:

That the Assembly takes note of the correspondence from the Northern Ireland Executive

on the Bill of Rights for Northern Ireland [Doc No 168].

The Co-Chairman (Mr Niall Blaney TD): The next response is from the United Kingdom

Government on passport controls within the common travel area.

Question put and agreed to.

Resolved:

That the Assembly takes note of the response of the UK Government to the Resolution of

the Assembly regarding passport controls within the Common Travel Area [Doc No 169].

The Co-Chairman (Mr Niall Blaney TD): The next response is from the UK Government to

the report by Committee C, entitled ‘Apprenticeships in Ireland and Britain’.

Question put and agreed to.

Resolved:

That the Assembly takes note of the response from the UK Government to the Report from

Committee C entitled ‘Apprenticeships in Ireland and Britain’ [Doc No 170].

The Co-Chairman (Mr Niall Blaney TD): The next response is from the UK Government to

the report by Committee D, entitled ‘Climate Change and Renewable Energy’.

Question put and agreed to.
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Resolved:
That the Assembly takes note of the response of the UK Government to the Report from

Committee D entitled ‘Climate Change and Renewable Energy’ [Doc No 171].

10.15 am

Returning the Unemployed to Work

The Co-Chairman (Mr Niall Blaney TD): | invite Alf Dubs to move the motion.

Rt Hon Lord Dubs: | beg to move

That the Assembly takes note of the report of Committee D on Returning the Unemployed
to Work, and the conclusions and recommendations of the Report, which should be
forwarded to both Governments and devolved administrations for their observations [Doc.

No. 167].

The Committee had to work pretty hard in the period between our Swansea meeting and
now to take the evidence and produce the report. We took evidence in Dublin, Belfast and

Rhyl in north Wales.

One issue transcends a lot of the matter. In Rhyl, we had the advantage — thanks to the
help of Chris Ruane, as a Member of the Committee — of taking evidence at a local level; in
Dublin and Belfast, we took evidence at a higher level. There is a gap between the two and,
had we had more time, we would have put more effort into doing the local stuff as well as
the overall stuff. In Rhyl, we saw a dynamic and enterprising arrangement between voluntary
organisations, local government and the various other bodies. We felt that that worked
pretty well as a model and that they had got something going that had real strength, but we
were unable to test whether there were similar enterprising initiatives in the other

jurisdictions, so there is a slight imbalance in our conclusions.
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Having said that, we came up with a number of important conclusions. As far as the United
Kingdom Government was concerned, we did not like the 16-hour rule, which prevents
people from getting back to work sensibly—it debars them. We felt that there was a need to
keep one’s eye on the long-term unemployed even though the recession had produced
numbers of unemployed. The process of getting the unemployed back to work is quite
complicated. In all the jurisdictions, we found that there were a large number of schemes
that were pretty complicated. Some simplification of those schemes would be helpful to the
unemployed and the people who administer the process. We make some other

recommendations about the age range of the future jobs fund in the UK.

Above all, the important thing is that initiatives have to be delivered locally. If we have one
conclusion, it is the need for jurisdictions to ensure that, at the local level, initiatives are
delivered in such a way that the unemployed are helped back to work by local people and

local organisations that understand the particular situation.

| thank the Members of the Committee for putting a lot of time into meetings at very short
notice. | thank the Committee Clerk, Nick Besly, who had to pull out all the stops to produce
the report in record time. | also thank Jeff Ennis—he is not present—who will not be on the
Committee in future because he is standing down. He and the other Members of the

Committee put in an enormous amount of effort at very short notice.

| commend the report and its conclusions to the Assembly.

Mr Chris Ruane MP: | thank Alf Dubs for those kind comments about the Rhyl city strategy.
| will confine my few brief points to the area that | know best—that strategy, which could be
replicated in any community in the North, the South, England, Wales, Scotland or the Islands.

| helped to set up a precursor of the city strategy in 2002, when | noticed that 50% of the
unemployment in my constituency was in two wards. We set up a working group that, in
2007, became Rhyl city strategy. Originally, we had 10 or 15 partners; now we are up to
about 50 different public sector, private sector and voluntary sector organisations that meet

three or four times a year.

141



The key to the success of the Rhyl city strategy is that partnership approach. When we
lobbied for Rhyl to be considered as a UK city — it is a seaside town with a population of only
27,000 — Margaret Hodge, the Minister responsible at the time, said that she had been up
to Glasgow and found that there were more than 200 organisations trying to get people back
to work, some in competition with one another, some in co-operation with one another and
some in ignorance of one another. It is a matter of getting everybody round the table, and
that is what we do in the Rhyl city strategy three or four times a year. The people round the
table say what initiatives they are getting involved in and, when they stand up and say it,

they get support from the other 49 organisations.

Another key to the strategy’s success is strong national leadership. We need a Government
that believes in getting people back to work and not leaving them on the margins as has
happened in the past. It is necessary for funding to be put in place for that. We have seen
evidence of that with the future jobs fund, through which £1 billion is being allocated
nationally. We are putting 320 young people back to work in my constituency through the

fund.

Alf Dubs mentioned strong local partnerships delivered in the community. It is no good
having such organisations stuck on leafy business parks away from the community; they
need to be in it. Even if they have just a small office in the community, it adds kudos. We
visited the Hub in Rhyl, which is a youth centre for young people. One thousand young
people go to the centre and there are seven employment offices within it. Those offices pay
the rent to make the Hub successful, and that partnership—that symbiotic relationship—is

key to its success.

We need flexible, innovative projects, such as football in the community, in which we used
football as a stimulus to unemployed people who will not go through the glass doors of the
local college. They will run a mile if they see a man wearing a tie coming to tell them to get
back to work, but they will listen to a local football player who teaches them the skills and

brings them on gently.
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| fully endorse our report, especially the part that refers to the Rhyl city strategy. | ask that
we use our website to publish information and material such as witness statements as a
valuable source for anyone who wants to get involved in the back to work agenda, and any
politician who wants to lead that initiative in their community. We had some excellent
information and witnesses from across the North and South, from Wales and beyond, such
as Steve Horton. | urge that we fully endorse the report and use our new website to spread

the word.

The Co-Chairman (Mr Niall Blaney TD): Thank you, Chris. Dai Lloyd will be followed by Dan

Boyle; | ask Members to be as brief as possible.

Dr Dai Lloyd AM: Diolch yn fawr, Cyd-Gadeirydd. | am aware of the constraints of time and
will confine my comments to merely endorsing the many sound recommendations of this
excellent report. | commend the work of Alf Dubs as chair and of Nick Besly as clerk, and we

shall miss departing Member Jeff Ennis in the coming years of Committee D membership.

The report and its raft of observations, recommendations and conclusions is timely in such
difficult economic times. We look forward to all the different jurisdictions responding

positively to the recommendations of Committee D.

Diolch yn fawr.

Senator Dan Boyle: |, too, will be brief. | endorse the need that is expressed in the report
for innovative approaches to be adopted. The Committee was very taken by the soccer in the
community approach in Rhyl. From my point of view, it is very poignant as Cork City’s
football club went out of existence today. The model of using football as a tool for training
and employment, as well as a mechanism for community development, should transfer
throughout the jurisdictions. That could be one of the biggest lessons taken on from the

report.

Mr lain Smith MSP: |, too, endorse the report and congratulate Alf Dubs on his

chairmanship of Committee D over the years. | hope that he continues in that post after the
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elections. | place on the record my appreciation of working with Jeff Ennis on Committee D

over many years. He will be sorely missed on that Committee and in this Assembly.

The report is very good and it highlights a number of important issues, one of which is the
danger of a lost generation. When we have recessions, those who are hit hardest are those
who are just leaving school, apprenticeships, college or university, and who miss the
normally available opportunities to get on to the employment ladder. There is a serious
danger that they might be left behind when the economy starts to pick up, because the first
pick of the jobs goes not to them but to the recent school leavers, apprentices and university
and college graduates. We must ensure that those people get opportunities to get on to the

employment ladder and get some experience, even if it is unpaid.

In that respect, | think that we in the UK should be looking at schemes such as the work
placement scheme that is being run in Ireland by FAS, in which 1,000 graduates can get
placements. They do not get paid but they get to keep their benefits. The UK needs to take a
much more flexible approach to how we operate our benefits system, so that people are not
discouraged from taking opportunities to get work experience through the loss of benefits. |

commend the report.

The Co-Chairman (Mr Niall Blaney TD): | thank Members for their co-operation. Does Lord

Dubs need to make any closing remarks?

Rt Hon Lord Dubs: Just to thank all Members who have contributed to the debate. The
report is useful and | hope that it will be given effect in all the jurisdictions to which we are
sending it.

Question put and agreed to.

Resolved:

That the Assembly takes note of the report of Committee D on Returning the Unemployed

to Work, and the conclusions and recommendations of the Report, which should be
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forwarded to both Governments and devolved administrations for their observations [Doc.

No. 167].

Assembly Membership

The Co-Chairman (Mr Niall Blaney TD): The next item of business is on Assembly
membership. Members have been circulated with a proposal from the steering committee
regarding membership of the Assembly. If adopted, the proposal will bring the Assembly into
line and similar to the delegations to the Council of Europe and the Western European
Union. That has been outlined in the paper that was circulated. | ask Lord Dubs to move the

motion.

Rt Hon Lord Dubs: | beg to move

That subject to the authorisation of the financial authorities in each legislative institution
represented, the Rules of the Assembly shall be amended to allow individuals to remain
Members of the Assembly following a dissolution of their nominating institution until

replaced or until the end of the next session of the Assembly, whichever is the earlier.

Thank you. | will add a brief word or two. The difficulty is that whenever there is an
election in Britain or Ireland, there is a long period of time after the election before the
respective whips appoint people to the Assembly. That means that, for six months or so, the
Assembly is out of existence and cannot get on with any work. We have looked at the Council
of Europe and WEU precedents mentioned by the Co-Chairman that apply in Dublin and
London, and Members continue in membership until new people have been appointed. It is
very simple and obvious, and it means that we can go on being effective. There is a danger
that even the Isle of Man plenary might not happen if there is a long delay in making
appointments, and that is the last thing we want. | am proposing an essential safeguard for

the work of the Assembly.
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There is one hurdle that we have to get over. Certainly in London, we have to ensure that
the financial authorities agree. The money is in the budget because it is put there. We cannot
allow for elections whenever they might happen. The financial authorities would have to give
their agreement, but we think that we have a pretty strong case because of the precedents

and we can move forward with the support of the Assembly.

The Co-Chairman (Mr Niall Blaney TD): Thank you.

Question put and agreed to.

Resolved:

That subject to the authorisation of the financial authorities in each legislative institution
represented, the Rules of the Assembly shall be amended to allow individuals to remain
Members of the Assembly following a dissolution of their nominating institution until

replaced or until the end of the next session of the Assembly, whichever is the earlier.

Announcement

The Co-Chairman (Mr Niall Blaney TD): | have a small item of note. One of our Members
had a little bit of an accident. As | am sure many of you know, Rosemary Butler had a fall
within the precincts of the hotel. She is feeling much better, and she will be released from
hospital today. Her elbow was a bit dislocated, but | believe that she will be travelling back

home today. We wish her well and a safe journey home.

Some Members: Hear, hear.

Newry Bombing

The Co-Chairman (Mr Niall Blaney TD): Before | introduce the next speaker, Members will

certainly agree with me that we in the Assembly condemn the car bomb in Newry last
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evening. This dastardly act does an injustice to those involved in the peace process and the
democratic institutions in Northern Ireland. | think that the Assembly will endorse the
urgency with which we need to move on with the political process in Northern Ireland. It is

important that we say that this morning.

Some Members: Hear, hear.

10.30 am

THE ECONOMY AND THE UNITED STATES OF AMERICA

The Co-Chairman (Mr Niall Blaney TD): The next item on the agenda is the economy
and the United States of America. | warmly welcome Mr Declan Kelly, US Special Economic
Envoy to Northern Ireland. The US Secretary of State, Hillary Clinton, announced Mr Kelly’s
appointment as US Economic Envoy to Northern Ireland in September 2009. He is the only
Economic Envoy to have been appointed by the Obama Administration. That underlines the
importance that the US sees in economic development in Northern Ireland, advancing hand
in hand with the political developments in Northern Ireland. | now invite Mr Kelly to discuss

his role as Economic Envoy as well as prospects and challenges facing Northern Ireland.

Mr Declan Kelly: Thank you Deputy Blaney for that kind introduction and good

morning, ladies and gentlemen. Thank you for this opportunity to address you here today.

In the past month, Northern Ireland found itself at yet another crossroads; one of
many it has faced in its recent past. The choices it faced were complex as always, but at the
end of the day they became very simple, a choice between progression and regression, a
choice between moving forward and moving backward, a choice between leaving the past
even further behind or allowing it to prevent the region from moving forward. | and the US
Government, and all of you | am sure, were very glad to see that in all of these choices the
political leaders of Northern Ireland chose the right path yet again, the path that we all

believe now leaves Northern Ireland extremely well positioned to take advantage of the
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opportunity that lies ahead. | know that many people in this room worked extremely hard
over the past several weeks and months to help make that outcome possible and, on behalf
of the American Government, | congratulate you on and thank you for your resilience and

your belief in the same possibilities.

All of us together at various times over these past several weeks have spent many
hours working to help to bring the policing and justice discussions to a successful conclusion.
We now have a clear road map as to how devolution can take place and it is imperative that
in the coming weeks we work together in similar fashion to finish the job and complete the
task at hand. After this meeting | leave for Stormont to meet First Minister Robinson and
Deputy First Minister McGuinness to be updated on current progress and to discuss ways to
build on recent events through economic initiatives that can have a long-term growth impact

on the future of Northern Ireland.

Throughout this journey, the United States has stood with the people of Northern
Ireland every step of the way. Successive US Administrations and political leaders have
supported the peace process and made clear that a lasting peace was a goal worth pursuing
not only to end hostilities, but because by achieving devolution and a peaceful Northern
Ireland, a new economic future could be made possible for all citizens of Northern Ireland.
Be assured, Northern Ireland has no greater friend than Secretary of State Hillary Clinton,
who has been committed to helping the peace process through an economic platform. Her
belief that peace and prosperity work hand-in-hand led to her decision to appoint me as
Economic Envoy last September. As Deputy Blaney has said, this is the only time in the
history of the United States that the American Government have appointed an Economic
Envoy anywhere in the world. Secretary Clinton visited the region last October immediately
after that appointment further to underpin her support. She spoke frequently with the
parties during the final stages of the recent negotiations to express the importance of
reaching an agreement on policing and justice. Her belief is that peace and prosperity work
hand in hand. She has vowed that the United States will continue working to help Northern
Ireland reap the dividends of peace. As | have said many times in public before, where there
is certainty and stability prosperity will follow. Our job now is to work together to help make

that prosperity a reality.
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| came here this morning from London where | attended the Prime Minister’s
investment conference yesterday and his investment breakfast in Downing Street with
Minister Foster and Invest Northern Ireland. Last night we hosted more than a dozen
companies in private meetings with a view to investing further in the Northern Ireland
economy. | am glad to say that as we work together to promote economic development
between the United States and Northern Ireland, several major initiatives are already
underway. On the week of 15 March, First Minister Robinson and Deputy First Minister
McGuinness will travel with me to Chicago, New York City and Washington DC to meet
President Obama at the White House and also have discussions with Secretary Clinton and
myself on how we can now work together in the months ahead to do even more to promote
Northern Ireland's economy. There will also be meetings with US corporations and large
scale events all designed to help Northern Ireland fully grasp this momentous opportunity. A
trade mission from Northern Ireland will visit the US as part of this visit. Our goal is to shine a
light like never before on Northern Ireland and what it has to offer from an economic stand
point. In these past several weeks we have been working hard to get the largest possible
share of voice for the visit but also to begin a longer term process for showcasing Northern

Ireland over and over again and in as many places as possible around the United States.

| took this job because | care deeply about Northern Ireland and its future, and also
because | truly believe that Northern Ireland is one of the places in the world that is best
positioned to take advantage of the current political and economic climate in a way that will
enable it to grow and to compete with the very best. The world today is filled with economic
and political uncertainty, but remember that it is also filled with massive opportunity. In
terms of economic development, there are several trends that will drive innovation and
economic growth for years to come. They are predominantly in healthcare, renewable
energy, technology and financial services. This is very good news for Northern Ireland

because it is ahead of the trend curve in each of these four areas.

In healthcare, North America will spend an estimated 15.5% of its GDP on healthcare
this year. It is estimated that Western Europe will spend 12.2%. With an ageing global

population, these numbers will continue to rise and the demand for innovative healthcare
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solutions will grow even more profoundly. Northern Ireland has the universities and skilled
workforce to be a leader in many specific medical fields including connected health and
personalised medicine, which | am sure you are all aware is the way of the future when it
comes to healthcare. We are working with Queen’s University, Almac, which is an amazing
company in Northern Ireland employing many hundreds of people in America, and Invest
Northern Ireland to plan an event in Washington DC during St Patrick’s week showcasing the

important research that the region is doing in this area.

With respect to renewable energy, in the future, developed nations will face two
major issues: how to deal with increased energy demand from emerging economies and how
to handle the environmental impact of fossil fuels. More immediately, in the wake of the
recent financial crisis, by some accounts up to 15% of global stimulus spending has been
allocated to renewable energy projects. That statistic is worth thinking about and reflecting
on. This spending opens a huge opportunity for Northern Ireland and the several companies

already focused on becoming world leaders in this field.

Technology and telecommunications generally represent one of the best growth
opportunities for Northern Ireland and for the island of Ireland, for all the reasons that you
all well know. With its existing excellent telecom infrastructure and the fact that it is already
ahead of the game with initiatives such as Project Kelvin, there is every reason to expect that
Northern Ireland can profit more than most from what is happening in this sector. Consider
some of these data points. An average of 80 out of every 100 people in the developed world
has a mobile phone. There will be over 530 million broadband subscribers in the world by the
end of this year. In North America, 974 out of every 1,000 people will own a PC by the end of
this year. In Western Europe it will be 688 out of every 1,000. Northern Ireland has an
established track record of attracting foreign investment from technology companies and the
region is well known for its expertise in software development. So, for the third time, | say to
you that this is an excellent opportunity — not just because we all want Northern Ireland to
do well because of what has happened in its history; not just because the world has good will
directed towards Northern Ireland because everyone wants the region to succeed; but

because, objectively, from a macroeconomic stand point and because of the focus on
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microclusters, this region is lining up perfectly well with the opportunities that we in the

United States see as being the key drivers of the economy moving forward.

The fourth and final area | will talk about is financial services. The region has already
attracted many prominent investments in the financial services sector in the past number of
years, most recently, in the fall, when New York Stock Exchange Technologies, one of the
leading companies in American financial services, added over 400 new jobs in Belfast. To be
competitive in the global economy a region must develop strengths in these specific sectors,
by using a collaborative approach that can leverage the synergies of science, academia,
business and other fields, | truly believe — this is not a far-flung expectation in my mind —
that Northern Ireland has the potential to become one of the world’s fastest growing
economies on a per capita basis. Now is the time to focus on the work ahead. And, with the

help of several partners, we are hard at work making sure that we do that.

My first initiative after being appointed was to set up a bilateral working group to
advise and support me in this mission—one group made up of 22 leading business figures
from the United States and one in Northern Ireland with 17 business leaders. Between these
two groups, the members run businesses worth tens of billions of dollars and have expertise
spanning the spectrum of multiple industries. In the United States, we have the advice and
support of people who have run companies as large as Coca-Cola, Tiffany, City Bank and
Goldman Sachs. These are people who have no time; they do not have an hour to spare. But
they are giving dozens of hours to Northern Ireland every month because we ask them and
because they believe not only in the future prospects for Northern Ireland but also because,

objectively, the business case is a compelling one.

We have a dual-track strategy as part of this plan — a Momentum Track and a
Leadership Track. The Momentum Track is designed to develop and leverage a wide range of
initiatives in the short term, which will help shine a light on Northern Ireland and showcase
all the region offers with regard to foreign direct investment and trade. This is being done
through a variety of means including ongoing site visits, trade missions, road shows, special

events, and media opportunities — and, frankly, opportunities like this to speak to an
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intelligent, educated audience that has the capacity to do something about it. | am extremely

grateful to have the opportunity to speak to you and to let you know what we are doing.

On one day alone last December, a round table between Enterprise Minister Foster,
Invest Northern Ireland and myself attracted a dozen major companies — 15 in fact, but a
dozen of them were extremely large in size. Several were from the Fortune 500. Nine of the
companies at the meeting had an aggregate market capitalisation in excess of $575 billion —
half a trillion dollars — and revenues of more than $200 billion. We are confident that these
discussions have the potential for significant investment in Northern Ireland. If we had not
made the progress that we have made in recent weeks, | could not stand before you and tell
you what | have just told you. This underlines the importance of what is happening right now

as we live through these moments.

To increase trade, we are also working with both US and Northern Ireland companies
on export and procurement matters on a daily basis. As | mentioned earlier, several
companies are joining us in America during St Patrick’s week for a dedicated trade mission.
They will be drawn from throughout Northern Ireland. This is an important point because we
are very focused on making sure that every time | come to Northern Ireland | visit a different
region. We are very focused on making sure that any initiatives we are able to get under way
are spread throughout the region. Everywhere you go, people are anxious to participate in
the opportunity. My job, from an American perspective, is to make sure that that is not

forgotten. | assure you that it will not be.

There are plenty more opportunities to spread Northern Ireland’s message, and |
intend to use them all and create many more if possible. In the US, there is a real sense that
the momentum is with Northern Ireland. The Government and Invest Northern Ireland have
created close to 1,000 jobs from outside companies, including US companies, in the past four
months alone. In Northern Ireland, 710,000 people are available for active employment on
any given day. That is a staggering per capita performance. The United States is paying
attention; the United States economy is paying attention; United States businesses are
paying attention. Now is the perfect moment for Northern Ireland to harvest what it has

sown.
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However, we also need to be vigilant. In the past several weeks, we have seen, even
on the same day that good news was announced with regard to new jobs for Northern
Ireland, potential job losses on the horizon elsewhere in the region. This is the reality we are
living with today in every country and region in the world and it is not unique to Northern
Ireland alone. Notwithstanding the higher relative percentages of public sector employment
in Northern Ireland, the region is doing extremely well on a per capita basis in attracting
foreign direct investment and creating jobs that have long-term sustainable potential.

Keeping investors focused on these facts will be critically important in the months ahead.

The second part of our plan is the Leadership Track. This is a longer-term approach
and it is the one on which | spend most time. It is about planning and implementing projects
that can be developed over time—long after | have left this role and someone else has
replaced me. Key initiatives include the promotion of microclusters, centres of excellence,
mentorship programmes, advisory boards—virtual and otherwise—indigenous development,
and other long-term development strategies all designed to leave a lasting impact on the

region.

10.45 am

Northern Ireland recognised some time ago that building niche expertise in
microclusters such as connected health and renewable energy offer tremendous growth
potential for the future. In the area of healthcare, the oncology hub, where | will be in about
four hours’ time, at Queen’s University Belfast is a world-class research and development
facility conducting extraordinary work in the area of personalised medicine. In the United
States it is already an accepted fact that personalised medicine will become a reality. The
individual will take personal choice decisions on his or her healthcare. Modern
communications make that possible. Microclustering, focusing on niche opportunities to
offer services and products that take advantage of that reality, means that tremendous
economic opportunities can flow from that experience. The European Connected Health
Campus is leading the way in terms of preparedness for remote access patient care, which

without any doubt is going to become part of our future reality.
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There is also the film industry. You may not associate it with Northern Ireland but you
should start thinking differently. This is not only about filming and production but also
software development. Hollywood veterans, now back in Belfast, are working in the Paint
Hall in the Titanic Quarter and in Derry in companies working in active, visual and creative

media. They are working on academy award nominated films such as Avatar.

| am also focused on indigenous development and specifically on capital accessibility
and workforce development to help promote the growth of Northern Ireland enterprises.
Northern Ireland is no different from any other place in the world. The primary issue for
small companies is access to credit and working capital and the ability to ensure that they
can survive from one month to another. When the economic crisis first hit two years ago |
remember reading that businesses north and south of the border were surviving on credit
cards. We cannot permit that situation to continue. Such a trend is not sustainable. Northern
Ireland is home to small 66,000 companies, each with 20 employees or less. It is vital for
Northern Ireland's future economic growth to focus on programmes that can capitalise on

this reality.

| believe for example, that the region can develop a centre of excellence in
microfinance because, in the future, small businesses will have to find different ways of
accessing capital. It therefore makes sense that microfinance should sustain itself in an
environment where small businesses live and breathe and have a proven track record. As
you all know, from credit unions, post offices and other similar examples from around the
world, the repayment profiles of people who use microfinance are extraordinarily high—
much higher, in fact, than those who access other forms of capital. This is just one of the

areas we are looking at right now.

The Northern Ireland Science Park, through its Connect programme, is creating
collaborative opportunities for start-up technology companies through mentorship and
advisory boards. We are working very hard to support them in their efforts through some
form of transatlantic endowment programme that will reflect the core value set of a young

man called Steve Orr. He did extremely well in Silicon Valley in the technology field and gave
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it all up to come back and work as a volunteer in Northern Ireland, helping one, two and
three-person businesses to get up and running. He is but one of a number of extraordinary
individuals that you do not hear about in Northern Ireland but he is someone worthy of our
support and someone | am working very closely with to make progress. Another is Richard
Hogg, who runs a successful business called Limavady Gear Company. He is building a
renewable energy incubation centre in Limavady. He bought a facility that closed down when
one company moved to a different location. He is now making three-quarters of that facility
available at no cost to any company that wants to locate there and start a business. That is

an example of the enterprise culture that is developing in Northern Ireland.

The final focus of the Leadership Track is to develop linkages between the United
States and Northern Ireland. These linkages provide a two-way street for the exchange of
commerce and ideas. We are working in multiple locations to develop as many linkages as

possible.

For the past two days, you have discussed in great detail the most appropriate steps
to be taken for economic recovery. In the midst of these challenging economic times the
good news is that Northern Ireland has already made one important choice. The more
important news is that it faces another one now: how quickly does it want to recover?
Throughout history, during times of chaos or crisis, entrepreneurs and innovators have
benefited and taken advantage of similar opportunities to create new businesses. | believe
that we are living in the middle of such an opportunity right now and | believe that if the
right steps are taken, by all of us working together, we can exploit that opportunity for

Northern Ireland's advantage like never before.

Recovery will come by taking advantage of this moment to create long-term
sustainable development through supporting innovative, entrepreneurial companies in the
sectors that will drive the economy in the future. Make no mistake: these are the
technologies and the sectors that will drive the economy in the future. With regard to the
global economy, there have been signs of recovery: The Dow Jones industrial average has
recovered from a low of around 6,500 this time last year to 10,300 as of last night. Global

GDP, which declined by 2.2% in 2009, is expected to grow by 2.7% this year. Global trade,
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which fell by 14% last year, is expected to grow by 4.3% this year. The corporate profits of
the S&P 500 are by many estimates expected to grow by an average of 29% in 2010. So,
while the situation remains volatile, and we have every reason to be cautious and vigilant,
the world economy, like Northern Ireland itself, is moving in the right direction. Regardless of
what is being reported, it is up to each one of us to take the future into our own hands and

make this recovery happen.

Northern Ireland at this time is all about the future. The future is now. Why do |
believe that? Northern Ireland has an economy with supreme advantages—a highly
educated, skilled and English-speaking workforce; a superb telecommunications
infrastructure; close proximity to Europe and the United States; the lowest cost operating
environment in Europe; 2,000 business graduates from two world-class universities a year;

and much, much more.

To use a sporting analogy, we are in injury time and we have the opportunity to put

the ball in the back of the net. This is the moment right now to start scoring some goals.

Franklin Delano Roosevelt once said: “The only limit to our realization of tomorrow is

our doubts of today.”

There should be no doubt about the opportunities that now exist for Northern
Ireland, and we should go forward with confidence and belief in the fact that, for Northern
Ireland, the time really and truly is now. Let us make sure we can continue working hard
together to bring that opportunity sharply into focus for all the world to see. Thank you very

much indeed.

The Co-Chairman (Mr Niall Blaney TD): Thank you, Declan, for an excellent
presentation. A number of people want to ask questions. With your agreement, | will take
five at a time. Noel Treacy is Chair of the Implementation of the Good Friday Agreement

Committee.
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Mr Noel Treacy TD: | warmly welcome Mr Kelly. | congratulate him and all his
colleagues on their individual and collective successes last year in the United States and |
thank him for the refreshing and renewed confidence he has given us today about the future

of Northern Ireland.

As politicians in the Republic of Ireland, we believe that the future of embedding the
peace in Northern Ireland is through economic investment and opportunity for the people of
Northern Ireland, something that they have lacked over many years. You have talked about
several partners working hard. We believe that the future of Northern Ireland is based on
partnership—partnership between the Republic of Ireland, the United Kingdom, the
European Union and the United States of America. We are very fortunate that the European
Union has been more than generous in the way that it treats Northern Ireland. We believe
that its support, like the support of the United States of America, is crucial to supporting and
enhancing the work of the two Governments, in London and in Dublin, to support the people
of Northern Ireland. We have an excellent special EU programmes body in Belfast. The
European Union recognises Northern Ireland as a separate entity for support, as does each
member state of the Union, including the three countries in the United Kingdom and the
Republic of Ireland. We believe that there is huge potential, taking into account the
framework programmes within the European Union, for further investment and seed capital
from the United States and research from companies in the United States that can be
enhanced through the recognition that there is there for the European Union. We believe
that another partner for you in the work that you do would be the special EU programmes
body in Belfast. | would like to ask you to consider being a partner with them in the work that

they do.

We also salute you for the support for the oncology centre in Queen’s University,
Belfast. We congratulate Professor Johnston and his team on the tremendous work they are
doing there. We have a new cancer strategy here in the Republic of Ireland. We are delighted
to partner with Queen’s University and the oncology unit there in that cancer strategy for all
the people right across the entire province of Ulster so that the people in the province and
along the border region can benefit from the work going on at Queen’s University. We wish

you continued success and look forward to collaborating and partnering with you and the
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United States Government and the Government of the United Kingdom for many years to
come in our efforts to ensure that there will be permanent, lasting peace and economic

opportunity for all of the people in Northern Ireland.

The Co-Chairman (Mr Niall Blaney TD): Thank you, Noel. The next four people are
Lord Gordon, followed by Barry McElduff, followed by Dinny McGinley, followed by Baroness

Harris.

Lord Gordon: My question was slightly off-subject, so | withdraw it.

Mr Barry McElduff MLA: Go raibh maith agat. | very much welcome Declan’s
appointment as US Economic Envoy. | have a very practical, on-the-ground question. In
County Tyrone, where | represent people, the construction industry and the building trade
have taken a huge hit. Would there be any merit in a special focus on individuals in that area
of the economy? How can people be helped to diversify across to the new areas of

opportunity? | should like to see some focus on that area.

Mr Dinny McGinley TD: Go raibh maith agat. Just to let you know that, with my
friend Barry, | also come from the Irish speaking part of this conference. | congratulate
Declan on his appointment. His was a very positive contribution. | hope that he will have a

very successful term here.

| have three simple questions. First, is his writ confined to Northern Ireland alone or is
there any cross-border dimension to his activities? As is well known, Northern Ireland has
suffered so much over these last years for different reasons that we need not go into. Border
counties, in particular, my own county, Donegal, have suffered a lot. There has been a
recognition by the United States and by the EU, as Noel has mentioned, that that is the case.
In the wake of the Anglo-Irish Agreement in 1985, this was recognised in the establishment
of the | of I, which created so many jobs and funded so many facilities on both sides of the
border. Is it likely that that fund will continue now that peace has been established in

Northern Ireland?
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Secondly, are there any plans for immigration reform to regulate the situation? So
many of my constituents and the constituents of others in the United States at the moment
are undocumented. It was indicated that something would happen there. You may not be
directly involved in this but | know that you are close to the Administration. Perhaps you

could let us know whether there is anything in the pipeline.

The Co-Chairman (Mr Niall Blaney TD): Thank you, Dinny. Baroness Harris, followed

by Cecilia Keaveney.

Baroness Harris: Thank you Co-Chair. | should also like to thank Mr Kelly for a very
inspiring speech and endorse what Noel has said about the excellence in Northern Ireland.
They deserve the very best. They have had a raw deal and you look as if you are in there

pitching for them, which is enormously helpful.

The concern | have is the huge public sector in Northern Ireland. How do you propose
to balance the extraordinary help and support that you are giving to Northern Ireland

generally with such a large public sector?

11.00 am

The Co-Chairman (Mr Niall Blaney TD): Cecilia Keaveney followed by Frank Feighan.

Senator Cecilia Keaveney: It was very interesting to hear Declan first hand. | am from
Donegal and the American link to us has been massively important. We had Fruit of the
Loom so there was always a glass half full and a glass half empty with that issue. We had a
very prosperous time and then when Fruit of the Loom left we had a very difficult time in
manufacturing. | am coming from a north-west perspective because we know that on the
island of Ireland there is always that east-west divide. Whether you are talking about six
counties, 26 counties or 32 counties, there is a sense of an east/west divide. | was interested
to hear about the medical developments at Queen’s. There has been a lot of talk about a
university for the north-west. There has been a lot of collaboration between Galway, the

north-west and the hospitals to drive borderless medical developments and technology. Are
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you aware of anything going on in that region? When it is completed, Project Kelvin will be a
huge boost to the north-west region. Anything that is good for Derry will be good for
Donegal. | would not be too parochial about that. | you are right about renewable energy.

There are massive opportunities.

| am fascinated by the fact that you are so positive. Maybe it is because we are so
used to being negative. It is encouraging that American good will is still as strong as it was. In
the Republic, one of our difficulties is our competitiveness because of high wages and so on.
You have talked about the skills base being there but my observation would be that most of
the best of the graduates get away from the north as soon as possible. Whereas in the past
people would usually take the first opportunity to exit the area, either to go to college in the
UK or the Republic or, when they graduate, to get away as fast as possible, is there a change

in the statistics now that the peace process is driving the ability of people to stay at home?

You have spoken about leadership in business. | understand the sense of needing
something here and now. There is a tradition in the north of disability allowance or the Civil
Service and nothing very much in the middle. How do we develop entrepreneurship unless
we see it as a 20-year project and we invest in the schools to develop critical thinking and
creativity? Is there anything at an American level that we could learn from in order to
encourage entrepreneurship? | am talking about primary school level. With so many
generations of unemployed people, unless we do something at that level, we will never get
to the stage when someone will wake up in the morning and be an entrepreneur. | agree
with what you said about films. “A Shine of Rainbows” is one of a number of films that have
been shot in Inishowen. | wish you well in your job. If you are successful, we will all be

successful. It is one of those areas where we need to be working together.

The Co-Chairman (Mr Niall Blaney TD): Thank you Cecilia. Frank Feighan, followed by
Chris Ruane, followed by Julie Kirkbride.

Mr Frank Feighan TD: Thank you Co-Chairman. | should also like to welcome Declan
and thank him for his presentation. | want to make two points. First, around the country the

banks are in denial. We have one bank saying that it is giving out 100 mortgages a week. That
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is clearly not true. The banks are just repairing their own balance sheets. You are right to say
that a lot of jobs are at risk. This is happening in UK banks as well as in Northern Ireland.
Most businesses need capital. You were talking about microfinance. The Western
Development Commission has an investment fund. It is providing seed capital for a lot of
businesses and it has been very successful. Will you looking at that way forward in order to
get money to businesses? We have been talking about this for the past two years. There is
total nonsense out there. There is no money for businesses and so they are going to the wall
and jobs are being lost. That is one issue you have to address, certainly in Northern Ireland

and certainly cross-border.

Secondly, | want to refer to Waterways Ireland. It encompasses the Ballyconnell
Canal, Lough Erne and the River Shannon. A lot more can be done there. Two different
Parliaments are overseeing Waterways Ireland. There is a need to look at how we market
more boating. Over the past years, especially in Leitrim, a lot of those boats have been taken
out of Carrick on Shannon and away from the canals and brought across to France and
Germany. It is a very worrying trend and jobs are being lost. If the boats are not there,
tourists will not come into the area. This is one cross-border facility that we pride ourselves

on and it needs to be looked at immediately.

| wish you every success and you have our support. Thank you.

Mr Chris Ruane MP: | should like to address the issue of local employment
partnerships. If there are already people with good skills profiles who are unemployed, the
natural instinct is for companies to employ them. But some unemployed people — long-term
unemployed and intergenerational unemployed of perhaps two or three generations — will
be at the bottom of the pile. If we know that companies are going to locate in Northern
Ireland and we know the skills profiles they are looking for and the timescale, we should use
our further education institutions and secondary schools to plan to raise those skills profiles
in those communities over a two-year or three-year period. United Kingdom companies do
this already. Tesco does. Two Tesco stores are located in my constituency and they have

created 500 jobs. | approached Tesco and asked it to engage with the local employment
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partnership. It agreed to do that at 50%. Some 50% of the people employed by Tesco will

come from the unemployment register.

We need investment in Northern Ireland from America and from around the world,
but there is already entrepreneurship in Northern Ireland, especially around the border.
Some of it might not be legal but they know how to make a bob or two. We need to channel
that entrepreneurship into positive start-ups at micro level on council estates and in
depressed communities. We must look at social enterprise to create entrepreneurship in the
first instance to serve the community and to serve the individual. That can often lead on to

bigger things.

Ms Julie Kirkbride MP: Thank you, Mr Kelly, for your exciting presentation. It offers a
lot of encouragement with a clear game plan as to why you might make a difference and
how we will see Northern Ireland prosper, which we would all very much like to see. My
point concerns whether you have missed one area off your potential growth plan where you
have identified opportunities for Northern Ireland. | refer to the university sector itself. We
have world-class universities in Northern lIreland. The quality of education in Northern
Ireland is considered to be good. As America knows, universities provide export
opportunities. There is a great deal of affection in America for Ireland, north and south. That
creates a link that might bring an entrepreneur back to provide employment opportunities in
the future. Queen’s does not want to get too big but there is perhaps more potential for

growing the university sector as a business opportunity as well as an academic one.

The Co-Chairman (Mr Niall Blaney TD): Thank you, Julie. Like Senator Keaveney, we
believe that Project Kelvin has enormous potential for the north-west areas generally. In the
light of what Julie has just said, do you feel that Derry would lend itself to being a university

capital? Over to you, Declan. You have a lot to deal with there.

Mr Declan Kelly: Those were all very good questions and | have done my best

diligently to record them. | shall start with Noel’s questions.
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The special EU programme suggestion with regard to Northern Ireland is an excellent
one. Yes, | should like to be part of it, and so | should like to take you up on your invitation to
participate. The honest truth is that we have not yet got around to it because of everything
else that has been going on, but | would certainly love to do that and be more educated on
what you are doing. At the earliest opportunity, | would love to come and sit with you and do
that. | echo your comments about Paddy Johnston. He is now embarking on another project
to raise more funds in America for the oncology unit at the university. We are trying to help
him to identify ways to do that. He is truly an extraordinary human being. Northern Ireland is
very lucky to have him. He is extraordinary not only from a medical standpoint but also from
a commercial standpoint in that he understands the connectivity between the two things
and the need to keep both moving at the same time. | hope to meet him this afternoon when

| go to Queen’s.

The next question related to the construction sector. It is difficult to find a solution in
the short term because of the interwoven nature of the lending and development aspect. |
think you are right to identify the need for people like myself and others to focus on the
construction sector specifically as an area that can be helped. However, we have to realise
that there are other parts of the economy that we can also get moving probably more
quickly, which will in itself drive the repair of the construction sector. The construction sector
will function only if the economy is more liquid and is able to finance and fund construction
projects. | would like to think about taking people from the construction industry who have
been affected economically to see whether there is a way in which we can include them in
some of the advanced learning, leadership and retraining programmes that we are looking at
doing. | have noted your point. It is an interesting way of looking at the problem and it is

worthy of further consideration.

Mr McGinley asked about my brief. My brief is Northern Ireland only. However, it
does extend to cross-border initiatives. It is anything that supports the trading relationship
between Northern Ireland and the United States and anything we can do to underpin the
peace process in that regard. Clearly, the cross-border aspect is greatly important. We have
developed excellent relationships with the existing cross-border organisations that are

working together north and south. We are very conscious of the close economic
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interdependency, if | may put it that way, between what happens in Derry and what happens
in Donegal. | visited Donegal recently and met people from the university, the chamber of
commerce and the business community. | spent a day and a half there and then went to
Limavady. | am going back there on 12 March. We are actively supporting the City of Culture
bid for Derry. We think it deserves to win for all kinds of reasons, not least its history and the
effort it is putting in. With Project Kelvin, as Deputy Blaney has said, it can be a game-
changing moment. | see the need to make sure that both those things happen in unison.
There is every reason to expect that Donegal will benefit and every reason to expect that
that happens at the same time. | am focused on that and | understand the connectivity
between the two things. | would be very happy to go to Donegal to talk to you and anyone
there in order to understand things better from a local perspective. Similarly, | say to Senator

Keaveney that | am happy to do that at any time.

Immigration reform is not my area. | am very much supportive of it. As you may
know, before | took this job, | was a board member of the Irish Lobby for Immigration
Reform. The American Government are committed to resolving what is a complicated issue.

However, it is not part of my brief and so | will leave it to others to comment on that.

11.15am

Baroness Harris asked about the public sector in Northern Ireland. Yes; it is a unique
characteristic. It is easy to understand why over the course of history it developed in this way
and | think it was necessary that that was the case. However, the long-term prospects for the
region demand that we get more private sector investment and rebalance the employment
profile of the region between public and private. That is part of the focus of the Government
and Invest Northern Ireland and part of the strategic plan that | have put together for what |
am doing. When you go to Northern Ireland and see the quality of the employees who work
in the public sector, | have no doubt whatever that they can make a rapid transition into a
private sector environment once the opportunities are provided. | am very focused on that. |
have percentages in mind as to what | think might be appropriate benchmarks over a period

of years. | have not disclosed them publicly because they are my benchmarks. However, | am
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working towards goals that | think are reasonable in that regard. | think that your point is

well made.

Senator Keaveney asked about a university in the north-west corridor, | am aware of
that because until recently | was the chairman of the Galway University Foundation, which is
my alma mater. Her point about borderless medical developments being an area of
opportunity for regions that are less populated and on the outer extremities geographically
of the island is the right way to be thinking. The kind of things | have been talking about are
geography-agnostic. Such businesses are probably most appropriately placed in areas where
there are not large urban centres. One of the reasons | am going to the university today is to
understand. | will then go back to America as we are having an event in Washington on 16
March to explore even further with American universities what are the fastest ways to make
that happen in the regions that are not urban-centric. When | come to Donegal, | would love
to sit down and understand more about the geographic and economic profile of the region
and where the current skill sets sit so that we can target companies in America which are

doing this work and people in the region who are interested in being part of it.

Why am | being so positive? How long do you have? Are graduates coming back? Yes
is the answer. | have talked to dozens or maybe hundreds of American companies and they
ask three questions when you ask them to consider Northern Ireland. None of the questions
has anything to do with the peace process, violence or security. Questions about those are
asked later because those are risk-profile questions and they are assessed in the same way
as would be the case if you were assessing Bulgaria, Hungary or other European capitals.
Apart from what economic incentives are available, which is always the first question, they
ask about proximity to universities and the quality of the skills base. “Prove it to me; don’t
just tell me, show me. Let me touch and feel it. Let me kick the tyres”. The third question is
“Will I like living there?” Dozens of economic studies have been done that prove that CEOs of
large companies make many decisions on large investments not just because they have
received government grants but because, driving to and from the airport or being in the car
with their wife, or being in the car with their husband if it is a female leader, they like how it
feels. What we are trying to do by shining a light on Northern Ireland in this way is to get

people to understand that it is a very pleasant place to live. People are very positive, it is a
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wonderful community and it is beautiful. | have said in many speeches over the past several
months that | thought | knew Northern Ireland because | came here many times as a
journalist and as a visitor. But | did not know Northern Ireland at all. Now, as | go around the
region, | understand that a whole lot better, Graduates are coming back. The universities are
gaining more traction with those graduates and are keeping them here. | am going to lecture
to 90 students at three o’ clock today at Queen’s University on entrepreneurship. My
message is, “Stay home. You are missing a huge opportunity if you go abroad. Right now is

the moment to be here.”

How do we take entrepreneurship and take a 20-year view? That is a very intelligent
guestion because unless you do that, you cannot succeed. | go beyond primary school; it is
almost a kindergarten level. It needs to become systemic. The good news is that Northern
Ireland has a huge asset. It may not always realise that it has that asset but 66,000
companies are already doing exactly what | am talking about. They had to go out and start.
The average cost of starting a business in Northern Ireland is £20. The average cost of
starting a business in mainland Europe is £370. Businesses that start in Northern Ireland stay
started. The churn rate in some of those businesses is very low, The failure rate of those
businesses is extremely low. Despite all the difficult economic circumstances and everything
that has happened in our history, Northern Ireland has been extraordinary at doing what we
are talking about. Imagine what could happen if we had the wind at our backs and a
collective focus. That is why Secretary Clinton has focused on the economy as the key driver
of all these things. She realises, as do | and the American Government, that the best way to
underpin the peace process is to take the initiatives that are already there and turn themin a
certain direction. Everything we are doing is guiding everyone towards the concept of
individual entrepreneurship and focusing on the fact that you have 66,000 companies doing
this already. When | go around America and tell people about Northern Ireland, they cannot
believe the statistics. There are 710,000 people who can actually work and there are 66,000

companies with 20 people or fewer. It is pretty dramatic.

Mr Feighan asked about the banks. Every economy in the world has its own view of
how the banks do what they have to do. | do believe that lending is gradually returning to the

system. We are seeing a loosening of the hold over the provision of capital to small
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businesses. It is still not what it needs to be but it is getting better. His idea with regard to
the Western Development Commission and providing seed capital for businesses is a good
one. The private equity sector in Northern Ireland could play a much greater role than it does
right now. We are actively talking to pension funds in America. In fact, | leave here on
Wednesday and have meetings on Thursday and Friday with large pension funds in New York
and New York State. There is a huge opportunity here because of the entrepreneurial culture
that exists. It is not difficult for a private equity company with a particular investment profile
to put money to work in Northern Ireland. We are very focused on that and it is an area of

opportunity.

Mr Feighan also asked about Waterways Ireland. | would like to learn more. | know
about Waterways Ireland but | did not know that boats were being taken from the region to
France. That is a new point of information and thank you for telling me about it. | will look

into that and maybe have further dialogue with you in the future.

Chris Ruane referred to local employment partnerships and asked whether we can
get people to come from the bottom of the pile. The answer is yes. One of the things we are
focused on in this endowment initiative and in some of the partnership programmes is
making sure that we put non-profit money to work—trying to get people to put money to
work just for the purpose of getting the money back rather than just making a profit. We are
looking to organisations in America which do that. They just want to get their money back
and are not trying to make a profit. It is reviving a commercial facility for the non-profit
sector to help businesses start up in underprivileged communities. We are going to be able
to make some progress there. | am optimistic that we can make some announcements in

that regard soon. | hope that before the summer we will have some positive outcomes there.

Finally, on the university sector, | believe that university professors, leaders and
lecturers can be inspirational leaders for economies of the size of Northern Ireland, which
has 1.7 million people. | can speak on this because | see my old friend Michael D Higgins here
who lectured me at university and is probably responsible for me sitting up here, so | blame
him. People standing around in a university, like he did and does in Galway, make a big

difference. If you can get five, six, seven, eight, nine, 10 people to be truly inspirational
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leaders in their fields, people who can make the world pay attention, someone like me can
take those people, bring them to America to see companies and get them to understand
what the students are actually learning, that will be a tremendous asset. One of the reasons
why | am spending so much time with universities is to find and identify some of those

people. Thank you for raising that point. | could not agree more.

Deputy Blaney asked about Derry. Derry is a huge opportunity for Northern Ireland.
That is a big statement. Let me try to refine it. | have been greatly impressed by the people in
Derry—their attitude, their approach, the way they work together across communities. They
just come together to work on what is in front of them. They have inspiring leadership in the
chamber of commerce and in the local authority. Their City of Culture bid is excellent. It is
well put together. It has the right kind of leadership and support. We have thrown our full
weight behind it. | have written letters of support to the British Government, to the bid
committee and to the consultants considering the bid. | believe that it could be a
transformational event for the city if we were to win it. We will see whether we have made
the short list in Derry. | sincerely hope we do and then we will start doing some more work

to make sure that we win the bid outright.

With regard to Project Kelvin, Deputy Blaney, you are 100 % right. As | have said
before, there is a huge opportunity for all the adjacent regions once that becomes a reality.

Thank you.

The Co-Chairman (Mr Niall Blaney TD): Thank you very much, Declan, for addressing
that wide range of questions. We know that you went to great lengths to be here with us
today. We really appreciate it. We are conscious of the fact that Secretary of State Clinton
and the Obama Administration have devoted so much time to Northern Ireland affairs. That
is very much welcome. We certainly wish you well in your endeavours. We are very pleased
by your enthusiasm and drive. We wish you well in that regard. There are a number of
members here from Donegal. We would be delighted to me you in Donegal to discuss the
issues around the north-west. Thank you again. We would like to make a small presentation

to show our appreciation.
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11.30 am

NORTH-WEST RAIL LINK

The Co-Chairman (Mr Niall Blaney TD): The next item on the agenda is the north-

west rail link. | invite Joe McHugh to move the motion.

Mr Joe McHugh TD: | beg to move
That the British-Irish Parliamentary Assembly Notes the views of 10,000 signatories to date
of the Irish north-west railway petition; endorses the need for adequate public services in
this bi-jurisdictional region; and calls on the Irish and British Governments to conduct a cost-
benefit analysis to explore the feasibility of a rail project connecting the north-west of
Ireland with Belfast, Dublin, and the western rail corridor, thus completing the island’s

railway grid, and linking the north-west with British and continental transport networks.

| thank both Co-Chairs for facilitating this motion. | will try to be as brief as possible
because | know that time is against us. There are five counties in Ireland that do not have
rail; specifically, Tyrone, Fermanagh, Donegal, Monaghan, and Cavan — the county that we
are in at the moment. | am thankful for the cross-party support, both north and south, in
relation to the motion. | am not looking to the British-Irish Assembly to be the vehicle to
drive this agenda, because there already is a vehicle in the north-west cross-border group.
Today, | am looking for the support of the Assembly and perhaps from our British colleagues
a bit of insight in terms of what is happening in relation to rail tourism across the water. | am

also looking at different challenges within the whole area of rail.

The high standards and high expectations that | suppose we aspire to as politicians
require us to be ahead of the groove in terms of moving public policy and the public agenda.
From listening to Michael Mates last night in terms of what went on at this Body over the
past 20 years, the whole challenge was in relation to peace. | think we have to move it up a

gear in relation to tangible outcomes. If we are looking at five counties straddling the border
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that do not have rail connectivity, there is an opportunity to pull people together and to

move people from one location to another.

Secondly, the north-west of this country, west of the Bann and Donegal, has
traditionally and historically been neglected through partition and through the lack of
connection. If we go back to 1959, we had rail travel. You could get on a train in Belfast and
go to Rossnowlagh. You could get on a train and enjoy a rail tourism package back in the
early 1900s. There was rail tourism. Someone from Belfast could get on a train and go to
Rossnowlagh; so we are not trying to reinvent the wheel. We are trying to get back to basics
and back to connections. Anyone | speak to from Donegal, and most Donegal connections
even within this Body, relates back to some connection in Tyrone or Derry and they talk
about getting on the boat in Derry and leaving through Belfast. That was the traditional
transportation corridor for people in the north-west. | am not advocating that we look at one
particular transport corridor. We have to look at the possibilities for Monaghan. | know the
Seymour Crawford will be articulating his experiences of rail. Barry McElduff from Tyrone will

be looking at the possibilities and his own party’s drive in advocating rail.

It is important that we try to find out whether this is feasible. What | am looking for
today is the support of the Body in terms of accessing funding, not necessarily Irish or British
Exchequer funding; but there is TEN-T funding for transnational rail collaboration at a
European level. | would like the support of the Body to try to access that funding and to find
out whether this is feasible. | would be the first man to put up my hand if it is not feasible.
There are two ways of thinking about this in my own county. One says that it would be great
to have it, but there is also a second, pragmatic mood out there, saying, “This will never
happen; not in my lifetime”. Those are the two moods. The only way we can challenge this is
to investigate. Let us investigate it and the route selection and the possibility of linking the
western rail corridor through Sligo, up into Letterkenny. Let us investigate the possibility of
moving the transport link from Belfast to Derry right through to Letterkenny and let us also
look at the possibility of linking Derry and Strabane right through to Omagh and possibly
through Cavan and Monaghan. There are all those options. Let us investigate it. | am calling

on the support of the Body in relation to that. | look forward to the insights in the debate.
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The Co-Chairman (Mr Niall Blaney TD): Thank you. Cecilia Keaveney, followed by
Dinny McGinley, Seymour Crawford and Barry McElduff.

Senator Cecilia Keaveney: Thank you, Co-Chair. | am very interested in the
development of the railway system, and | suppose | was a bit disappointed that the campaign
for a train service in the west of Ireland did not embrace Donegal. | thought at the time that
it would not have been hard to have a wider concept of what the west of Ireland is. | would
be a person who would like to draw attention to the fact that the train links that we have at
the moment are very good, for example from Belfast to Dublin. There have been many
strides taken in relation to overcoming problems, for example when the Malahide viaduct
broke down last year and they got it back up and running as quickly as possible. The
company has put on very good deals to get people back on the trains again. The train service
that exists around the country is well used by commuters. If we looked at the statistics of

who is using the trains, we would find that they are very busy.

| have a couple of personal gripes. One is that we cannot call the Derry to Dublin link
the Derry to Dublin link. It seems that it is the Derry to Belfast link, and then we have nothing
to do with Belfast. We do Dublin to Belfast, but then Belfast to Derry has nothing to do with
anyone, it seems. We have been very slow to be able to get a Derry to Dublin train service.
There was a time when if you went on the Derry to Belfast train, you arrived at one station
and then had to go to the other station to get the Belfast to Dublin line. It all goes into the
one station now and we still cannot have a reasonable Derry to Dublin service. The reason
why | am raising this is because existing services would need to be tweaked very little to get
the next stage done. The next stage is where we need to be at, apart from the longer
concept and the difficult concept of trying to get new tracks onto new lines. There are quick

interim measures that could be done to enhance what we already have.

My other point is one that | would like to think my northern colleagues will take up.
On the Belfast to Dublin section of the train line there was joint funding, there was European
funding, and it is joint operated with Translink and larnréd Eireann. Yet if | get on the train in
Belfast and | pay sterling | will pay almost half the price than if | get on the same train but

start my journey in Dublin, because they are giving an exchange rate of 69 cents. It seems to
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be an exploitation of the customer that they are not prepared to deal with, because | cannot
get either company to get excited about it. | now have referred it to the ombudsperson. If
you get on the train and you are charged £1.60 in sterling and €2.40 in euros for the same
cup of coffee, and it is a co-funded, co-financed train service, that is not in the spirit of what
it should be. The least that they could do is advertise the fact that they are ripping you off on
the exchange rate. In all honesty, it is a poor reflection of co-operation. The reason that | am
raising it is that it is a current service and we are trying to upgrade it from a two-hourly
service to an hourly service. | think that the service is excellent, but | do not appreciate the

people who use it being ripped off.

In relation to the overall service, there are opportunities within tourism. | do not
think there is a nicer route than the Belfast to Derry train service. It is far too long; it is as
long-winded as | am. It is important to look at investment east of the Bann. We have had our
own run-ins in relation to how to drive that. We should have an all-island train service to
take a lot of the freight off the road, if necessary, and it is a tourism opportunity. When | first
got elected, if | gave you as a tourist a map and said “Get to Malin Head”, you would never
have been able to find your way to Malin Head. Bus Eireann had no routes noted, there was
no train service and everyone had been warned about how dangerous it was to go through
the North. In light of the fact that peace has given a dividend of a new road—the N2/A5 is
progressing well—we are in a situation where we seem to have people who believe that
because we have a road we do not need anything else. | am firmly of the belief that we in
Donegal deserve as many accesses as possible. Therefore, | support the concept of the train
service, but | would say that there are immediate and simple things that could be done, at
relatively low cost, and there could be more exploitation of the cross-border element of
Derry to Donegal Town or Sligo, or Dublin to Derry, which would draw down funding that is

there that we do not seem to be going for at the moment.
Mr Dinny McGinley TD: Thank you Co-Chair. | also support this reasonable motion

and compliment my colleague, Joe McHugh, for spearheading this project and for the

research he has provided for us as back-up to his proposal.
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| believe that there is an infrastructural transport deficit in the north-west, where |
live, and that the provision of a rail service would go some way towards redressing that
deficit. For instance, going to Dublin from where | live in west Donegal, there are two flights
a day by Aer Arran, but if you miss a flight and are in Sligo, where there is a regional airport,
in Galway, which Deputy Treacy is well acquainted with, or even Tralee in County Kerry,
there are four, five, six or seven options available for travel by rail. We cannot match that,
even with flights. We do not have any railways and only two flights a day, whereas in other
areas, such as Galway, there are four, five or six trains and more flights as well, so there is a

deficit.

| am old enough to remember — | shall not say the year — that the first time | ever
went to Dublin | was able to go by train. We used public transport to Letterkenny and got
what we call a rail car, going through the fields right up to Lifford and Strabane. From there,
we got a train and went right across Northern Ireland to Omagh. | remember going to
Portadown, where you had to change because, if you did not, you might end up in Belfast,
and we did not want to go there at the time. You would change at Portadown and go to
Dublin, and that was my experience of going by train. | suppose it was a short-sighted policy
that closed those lines down. The route that is mentioned here is from Belfast to Coleraine,
Derry, Letterkenny, Ballybofey, Donegal and on to Sligo. Most of the route that existed in the
north-west, in County Donegal, is still intact. There are areas here and there where there
may have been interference but it would not be a massive job to reinstate the lines—in other
words, you would not have to reinvent the wheel. It would be a tremendous boost, not only

economically, socially and culturally but also to tourism.

Finally, | remember being in Scotland a number of years ago and taking a steam train
from Fort William out to Mallick and back again. It was the highlight of my visit to that part of
Scotland. That is an indication of some of the benefits that a rail service would lend to the
north-west. Today, Joe McHugh is not looking for funding; he is merely seeking that the
project should be properly investigated. | believe that if it has the support of this Body, that

will be a major step forward.

11.45 am
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Mr Seymour Crawford TD: Thank you very much Co-Chair. | support my colleague Joe
McHugh in his request for support from this Body for a full investigation into ways in which
railway structures could help the region in which we live. As Joe has already said, there are
five counties in Ireland with no train service. Quite frankly, when | talk to my colleagues from
Cork, Galway and elsewhere and they tell me that they have sat on the train to Dublin that
morning without any hassle, traffic or anything else, | certainly feel that they have a better
lifestyle than we have, even though they are further away from the city. Therefore, the train

service is a major benefit for those who have it.

We have to be realistic and not believe that we can get back the full service that was
available in the 1950s. The railway ran through my home town and, as children, we used
nothing else. My late mother used to go to Dublin for medical visits and so on with my eldest
brother, and she always took me with her so that | would not come to any harm at home.
Therefore, | remember the train service extremely well. | also remember Clones, where |
went to school. We watched the engines on the turntable and so on. The trains went from
Dublin into Clones and from there to Cavan, Monaghan and all other directions. It was a
great service, and | still believe that there are links there that could easily be resurrected. For
instance, work is taking place on the rail line from Dublin to Navan, and the line is still in
place towards Kingscourt. If there were a park-and-ride facility at Kingscourt, that would
provide a good service for a lot of people from the Cavan-Monaghan region—of whom | am
one—who want to go to Dublin without jamming up the city. This is not just a parochial

issue; it could reduce the amount of traffic that has to be dealt with in the city of Dublin.

Therefore, there are many reasons why this proposal should be looked at but | think
that our area is entitled to have at least the same opportunity as everywhere else. In
Monaghan town, the line to Portadown is still available, and with the main railway running
through Portadown, that could be utilised as a link. Therefore, there are all sorts of
possibilities but all that Deputy McHugh from Donegal is looking for here is the support of
this Body in ensuring that a feasibility study is carried out. | was involved in green energy 15

years ago, when no one was talking about that, and | got funding from the fifth framework
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programme in Europe. There is no reason why funding cannot be obtained from Europe for

this type of structure and | fully support it.

Mr Barry McElduff MLA: Go raibh maith agat. | want to commend the motion. |
recognise, and identify with, everything that previous speakers, not least Joe McHugh, the
proposer, have said regarding the impact of partition on economic and social life. | think that
Seymour Crawford’s example of Clones is a brilliant one, as it sets out the history of Clones
with all its previous economic vitality through to the situation today where it is much less

vital.

| remember my colleague Pat Doherty, MP for West Tyrone, showing me a map of
Ireland. It was very evident, just from looking at the map, that the top left-hand quartile was
not served by public railways. Therefore, the region has indeed been disadvantaged by two

Governments in the past.

There is a lot of nostalgia about rail provision in the past. Just the other evening | was
talking to William Hay, the Speaker of the Assembly at Stormont, whose father owned the
station house in Newbuildings. He said that the withdrawal of rail provision in the 1960s
meant that his father met Bill Craig, and there was a promise of motorway extensions.
People had tolerated the idea of railway provision being withdrawn on the basis that
motorways were to be provided. However, certainly in County Tyrone, they did not come

past Dungannon.

| commend Joe McHugh'’s interactive online petition exercise, which provides, along
with many others, the compelling argument for rail provision. | also think that—pardon the
pun—he is on the right track when he talks about accessing EU funding support to undertake

a feasibility study.

Returning to the idea of nostalgia, | remember my mother, who died last year, saying
that she was in Dublin just once in her lifetime. She travelled on the train to meet Bean de
Valera to be recognised for her interest in spoken Irish. Even in a place such as Fintona in

County Tyrone, there is a campaign afoot to get the horse-drawn tram, which is now in the
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Ulster Folk & Transport Museum—it has been there for 50 years—to Fintona, even for a
weekend. Therefore, | should like to add to this motion the campaign to get the horse-drawn
tram back to Fintona, even between a Friday and a Monday, later this year. We should write
to Tim Cooke of National Museums Northern Ireland to ensure that he accedes to my

request.

Mr David McClarty MLA: Is the horse not dead?

Mr Barry McElduff MLA: It was a black horse, and hundreds of people came out in
Fintona to see it when it came back to full health after a period of illness. There was a big
reception to welcome the horse back to Fintona, and | say to David that it is very important

that he knows that.

| support the motion and ask Joe for his indulgence in seeking his support for the

Fintona horse-drawn tram to be brought back to Fintona.

Mr Noel Treacy TD: This is a very interesting motion. | endorse what has been said
and particularly what Deputy Crawford said, because we have to be practical about this

whole situation.

| have a big interest in this whole rail area. When the current Taoiseach was Minister
for Transport, Energy and Communications back in the early 1990s and | was his Minister of
State, | put forward a proposal to renew the western rail corridor. It may be remembered
that at the time the McKinsey report recommended that it would be uneconomic to renew
the corridor. Later, the late Seamus Brennan had that decision reviewed when he took over
the transport portfolio, and it was decided to renew the corridor as far as Claremorris. Work
has just been completed at Athenry, and that part will open next month. We now have to
find funding to proceed from Athenry to Tuam in the next phase and from Tuam to

Claremorris thereafter. So there is a lacuna between Claremorris and Sligo.

My opinion is that, if rail transport is to work in the north-west region of this island,

there has to be a commuter critical mass requirement, otherwise it will not be economically
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viable. A simple access solution, as | see it, would be Sligo, Letterkenny, and Derry. Why do |
say that? | say it because there is critical mass in all three places. There are government
offices, hospitals and third-level institutions. There is a traditional daily requirement for
people to be mobile in order to work in these areas and for people to consume the services

being delivered there. That would give the critical masses that are required.

We still have to link up from Claremorris to Sligo to allow a link from Sligo to Derry,
and that is a serious challenge. However, | believe that there is no hope whatever for the
project unless, as Deputy McHugh alluded to in his very good motion, it has the full support
of the European TENs network programme. That is one reason why, when Mr Kelly was here
today, | felt it was critical that we continue this partnership with every opportunity that
presents itself, including the one through the United States, and for there to be a partnership
with the Special EU Programmes Body. If that partnership is not in place, we will not be able
to create the cash resources to stimulate the investment that is needed to provide the
necessary infrastructure. On that basis, | fully support the motion but we have to festina
lente — take it gently and drive slowly. We have to make sure that we cover all the dots,
hopefully connecting them eventually. | believe that if we go the right way about it, sooner

rather than later the opportunity may present itself.

Lord Maginnis: Thank you Co-Chair. | am old enough to remember travelling by rail
during the early years of my life until | was in my 20s. On a Sunday evening, one went to
college in Belfast on the train, and during my school days one would travel with the team by
train, wherever you were going. Indeed, | can go back so far as to remember the Clogher
Valley Railway. | do not remember the County Clare railway. | could sing to you but | think it

might be preferred if | did not indulge myself.

While | fully support Joe McHugh’s motion, | think that this issue will have to be
looked at in a very broadly based study. | agree with Noel Treacy that we need a commuting
base, but we also need to look at the tourism benefits. At the same time, we have to begin to
understand whether at this stage it would be possible to use the goods element as well.
There are those three aspects but, even with those, | do not believe that this project will

succeed without looking at the environmental aspects of travel in the west of the Province.
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Therein lies not just a basis for study but perhaps a basis for funding. You may find it strange
that an Ulster Unionist is going to commend a green lIreland but | do so within an
environmental sense. We are still ahead of the game in terms of what we have retained in

the way of our green environment.

When one looks at the folly of the Beeching days, with Bill Craig following suit and
closing our railways in Northern Ireland, we have come a long way in the intervening 50
years. A number of elements can be fed into this project. | think that it is worthy of a
feasibility study but that study must be broadly based. We will have to recruit every

advantage, both local and European, if we are to have any success.

Rt Hon Lord Dubs: Thank you Co-Chair. | think that | am the only person from Britain
intervening in this debate. | do so with two excuses. One is that Joe McHugh invited us to
take part but, perhaps more importantly—I have a big confession to make—for three years |
was the Minister in Northern Ireland with responsibility for railways, and the whole debate
makes me rather embarrassed. All | can say is that | did try. Obviously, we opened the
Belfast-Dublin Enterprise route. | went to the opening ceremony and could regale you with
stories about that. For example, the police insisted that | should go there by car. | said that |
could not make a speech saying, “Leave your car behind and go by train” and then be seen
by the newspapers getting back into a car. We had a big argument but eventually | took the

train the whole way. That was one success.

| struggled to improve the link between Belfast and Derry/Londonderry. It was pretty
hard because the train goes all the way round the north coast, and it is very difficult to
arrange the train service so that it is not quicker to take a bus. Environmental arguments
were also put to me, but then we had the first wave of devolution and | was off without

having dealt with the matter. However, | felt guilty and | face you all with that sense of guilt.

| very much welcome this motion. | think that implementing the Beeching report, to
which Ken Maginnis referred, was an act of total stupidity in Britain. It was an act of
vandalism and, worse, instead of mothballing the tracks so that we could get them back,

they were sold off and a lot of them cannot be rebuilt. | hope that in Ireland that is not the
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case and that the old structure has been retained. If so, you at least have an opportunity,

whereas if you have to buy back the land and so on, it becomes a bit of a long haul.

Therefore, | very much welcome the motion. | think that an investigation or feasibility
study would answer a lot of the questions. If | had had a feasibility study when | was sitting
as the Minister for railways in Belfast, | might have been able to do something at the time
and we would not be having this debate. However, that is what has happened. In parts of
Britain, there are now campaigns, which | support, to reopen some of the old lines where the
track has not been totally got rid of. | am not sure that we would go back to horse-drawn
transport but that is something on which | am not qualified to speak. However, there are
certainly significant local campaigns to reinstate some of the lines and | hope that some of
them will be successful. Therefore, | very much welcome the motion and, if nothing else, it

will assuage my guilt.

12.00 noon

The Co-Chairman (Rt Hon Paul Murphy MP): Briefly, | defend Lord Dubs in his role as
Transport Minister at the time. He was stopped in his efforts by the then Finance Minister,

who happened to be me.

The Co-Chairman (Mr Niall Blaney TD): Enough said. I, too, coming from the north-
west region, support the general thrust of the motion. Like Lord Maginnis, | think a motion
such as this would have to have a broader look at the whole transport needs of the general

area mentioned in the motion and by other speakers.

First and foremost, the Irish Government are pumping about half a billion euro into a
new road network on the Dublin N2/A5 Derry/Letterkenny link, which is going to have
massive impact on access to the north-west. Also, they are putting money into Derry Airport.
We have to be careful that we do not just look at rail. We have to look at all aspects of
transport, and | mean car transport as well. One of the most important airports in Donegal is

Donegal Airport, but another important airport close to it is Derry Airport. | feel that one of
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the most important aspects for development of the whole north-west, not just Donegal, is
the development of Derry Airport. | am not just talking about the current plans; it has the
potential to become an international airport. That would hold great significance for all of us
in the north-west. We have to look at rail from the point of view of the consequences for
Donegal Airport and Derry Airport. That would have consequences for bus transport. Not to
dilute the motion in any way—it is a very good motion—it needs to be put in the right
context, and the context is that we need to look at a study. Certainly, | support the general

thrust of the motion.

The Co-Chairman (Rt Hon Paul Murphy MP): Yes.

The Co-Chairman (Mr Niall Blaney TD): Is there any summing up?

Mr Joe McHugh TD: | think that things have been summed up succinctly by everyone.
| thank everyone for the contributions and | take them in the context of the view of the body
that a broad study is needed, and | welcome that. | thank the body for its support. Thank

you.

The Co-Chairman (Mr Niall Blaney TD): Thank you. | take the motion as read. Motion

agreed.

Question put and agreed to.

Resolved:
That the British-Irish Parliamentary Assembly Notes the views of 10,000 signatories to date
of the Irish north-west railway petition; endorses the need for adequate public services in
this bi-jurisdictional region; and calls on the Irish and British Governments to conduct a cost-
benefit analysis to explore the feasibility of a rail project connecting the north-west of
Ireland with Belfast, Dublin, and the western rail corridor, thus completing the island’s

railway grid, and linking the north-west with British and continental transport networks.

ADJOURNMENT DEBATE
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Margaret Conlon TD: Thank you, Co-Chairman. On behalf of my other vice-chairs,
Deputy Crawford, Deputy O’Hanlon, Senator O’Brien, Senator Wilson and on my own behalf,
| am delighted that we in the constituency of Cavan and Monaghan have been host to the
40th plenary. | think everybody will agree that it has been a tremendous success; but that did
not happen by accident. | want to pay tribute to a few people. First, | pay tribute to the
management and staff of the Radisson hotel for their excellent service and their attention to
detail. | think everybody would agree that this is a fine facility and | hope that many of our
visitors will make a return visit to this fine hotel. | also want to say a special thanks to the
management and staff of the Cavan Crystal hotel, where we had our dinner last evening, for

their hospitality.

A special thank you goes to the members of An Garda Siochdna who have been here
for the last number of days. When you have been standing out there for as long as they have
been standing out there, they certainly had a very cold job, and they deserve great credit for

their efforts.

| am not normally known to compliment the media, but | think we have to give credit
where credit is due. | want to say a special thank you to the media. | had a glance at some of
the papers today. There has been excellent reporting of the conference. | also want to say a
special thank you to Ronan Farren for his professional approach and his attention to detail.
He was a very wise choice, and he has been of considerable benefit to us. | thank the
photographers, in particular our local photographers Adrian and Philip who have airbrushed

and sorted us all out so that we look extremely well in the photographs.

The organisation of an event like this is a huge piece of work. We must say a
particular thank you to Eoin Faherty, who set the wheels in motion in conjunction with Alda
Barry, and Eoin’s replacement, Paul Kelly, for all their efforts. The officials and the back-room
staff had a valuable contribution to make. | also thank the sound staff from the Oireachtas,
DigiTake, on my left, and the parliamentary reporters in front of the top table for doing a

very fine job.
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The 40th plenary is a success largely due to the calibre of contributors that we had,
and | feel that it is important that we make mention of them and say a special thank you to
Professor Patrick Honohan, Taoiseach Brian Cowen TD, the Garda Commissioner, Fachtna
Murphy, the Chief Constable of the PSNI, Matt Baggott, and Declan Kelly, the US Special
Envoy, for their very inspiring contributions. A special thank you also goes to our after-dinner

speakers, William Hay and Sean Gallagher.

No event like this would run smoothly if it were not for the efficient chairing and the
excellent ordering of business. | want to say a special thank you to the Co-Chairs, Niall and
Paul, for their attention to detail, and also for the nice little surprise that we all received in

our rooms yesterday; it was a very nice gift from the Co-Chairs. Thank you for that.

In conclusion, | say to the delegates who attended—thank you for making it such a
success and for your contributions from the floor. We have much to learn and we have much
to share. No one has a monopoly on knowledge or best practice, and it is important that we

share our experiences as we look to the future.

To those who leave this Body for the last time, we say thank you for your
contributions, and we bid you a fond farewell. | am not going to sing, but as the song says:

“We’ll meet again, don’t know where, don’t know when, but | know we’ll meet again”.

With those concluding remarks, | propose that the Assembly do now adjourn.

The Co-Chairman (Mr Niall Blaney TD): Excellent, Margaret. | certainly thank you and
the other Co-Chair from the constituency, Seymour Crawford, for having us here in Cavan.
We are delighted to be here with you sharing these wonderful couple of days. To wrap up,
there will be a light lunch outside the door if members want to have some refreshment
before the trip home. | now declare the 40th plenary session of the Assembly closed. We will
meet again in plenary session on 21, 22 and 23 November in Douglas on the Isle of Man.

Thank you very much for your co-operation.

Adjourned at 12.08 pm.
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