The Alliance Party of Northern Ireland
Building a Shared and Prosperous Northern Ireland 
Through Tackling the Cost of Division

Introduction

The Alliance Party is committed to creating a united community and building a shared future in Northern Ireland.

These goals are important in their own right to underpin peace and stability. In addition, they are critical for creating a society based on democracy, human rights and the rule of law. Furthermore, there is a firm link between a shared future and economic growth. You cannot create economic prosperity without a shared future, and it is hard to sustain a shared future without economic development. Ultimately, a united community and a shared future are critical to building a normal, modern society.

Sharing Works, segregation costs

Until very recently, the divisions in Northern Ireland have not been addressed in any serious manner. They were at best marginal within the Good Friday Agreement. Nor were they a major feature in subsequent initiatives to revitalize the peace process. The previous devolved Executive failed to issue a revised policy on community relations, and progress has only occurred under Direct Rule. It is critical that the elected representatives of Northern Ireland now take direct ownership of building a shared future.

Despite, or perhaps in some respects because of, the Agreement, Northern Ireland remains a deeply divided society. Strong sectarian and racist attitudes remain prevalent, and there is a deeply ingrained pattern of segregation. Often territory and public space are marked out through the use of exclusive communal symbols. While separation is generally not the formal policy of the state, there is substantial duplication in the provision of goods, facilities, and services by both the public and private sectors. In the field of education, 95 percent of Northern Ireland’s schoolchildren attend what is in effect a segregated school system. More and more “peace walls,” built to keep people apart, have been erected since the 1994 cease-fires.

However, there are also many positive trends. Significant elements of civil society are organised on a cross-community basis. The workplace, largely through top-down regulation, is integrated. There is evidence of substantial public support for shared education, housing, and leisure pursuits. But this aspiration for shared provision is often frustrated, sometimes owing to lack of facilities, but mainly owing to fears over security, both physical and cultural. In terms of identity, more and more people are casting off traditional labels and challenging the notions that Protestant = British = unionist or Catholic = Irish = nationalist. A growing number of new immigrants are coming to Northern Ireland to work—an encouraging sign of a globalising economy. Their presence poses a further challenge to traditional conceptions of identity.

It is increasingly recognized that the economic, financial, and personal costs of managing a divided society are unsustainable. The “them” versus “us” competition for control over resources and territory is a continued source of communal tensions that can sometimes flare into violence or mass public disorder. 

Alliance firmly rejects the notion of a parallel society of separate but equal. An Apartheid Northern Ireland cannot work and must be resisted.

The alternative to a divided society is a shared society. Alliance has been instrumental in pushing government to embrace the vision of a shared future where people can live and learn, work and play together in safety. 

Alliance welcomed the publication, A Shared Future — Policy and Strategic Framework for Good Relations in Northern Ireland, by the Government in March 2005, and the first of the triennial Shared Future Action Plans in April 2006. We await with interest the content and proposals within the long promised strategy for Cohesion, Sharing and Integration from the devolved Executive.
How the Legacy of Division costs 

A divided society costs us in so many ways.

First of all, divisions hurt us at the human level. They limit people’s opportunities to mix with one another and to develop their full potential.

Second, divisions hurt us socially. It is no accident that there is a high correlation between segregation and deprivation.

Third, divisions hurt us environmentally. The Royal Institute of Chartered Surveyors argue that the divisions in Northern Ireland impact upon our carbon footprint. We have the worst carbon footprint in the United Kingdom.

Fourth, divisions hurt us economically. They hinder labour market mobility. They deter tourism and investment, and limit our ability to attract and maintain the top talent.

Finally and perhaps most critically, divisions cost us financially. This paper focuses on the financial costs of division.

The Financial Costs of Division

Alliance has regularly talked about the financial costs of division being in the region of £1bn each year. This figure has been substantially validated by the Deloitte Report (2007) which placed an upper estimate of this at potentially £1.5bn per annum.
The costs of a divided society are apparent in four respects.

First, there are the direct costs of policing riots, other civil disturbances and parades, the distortions to policing that arise from the security threat, and the costs to a wide range of agencies in repairing damaged buildings and facilities. These costs have hitherto fallen to the UK Exchequer, but they could bear upon the Northern Ireland Block Grant once policing and justice are devolved.
Second, there are the indirect costs of providing duplicate goods, facilities and services for separate sections of the community, either implicitly or explicitly. This includes: schools, GP surgeries, job centres, community centres, leisure centres, and even bus stops. These costs are borne not just by the public sector, but by the private sector too.
Third, related to the second aspect, there are hidden factors, linked to divisions, which impact upon the cost environment that Departments and agencies have to respond to.
Fourth, there are the opportunity costs of lost inward investment and tourism. While the Northern Ireland economy has performed better in recent years, it is still performing well below its potential capacity.

Not all the costs of divisions relate to the Northern Ireland Block Grant controlled by the Executive. Others relate to policing and justice issues. However, these responsibilities and their financing may be devolved in the near future.

The theme of the cost of division is not something that the Alliance Party has made up. It is a major structural problem that has been recognised by academics and other commentators. Furthermore, it has been formally recognised within government circles.
The theme was arguably first explored by Jeremy Harbison in the background paper provided to OFMDFM in January 2002 which was intended to be the precursor for a new policy on community relations – what eventually became ‘A Shared Future’.

When ‘A Shared Future’ was finally published in March 2005, under Direct Rule, it recognised that there was a strong financial and economic imperative to build a shared future. Indeed, it declared that the concept of separate but equal was unsustainable.

‘A Shared Future’ argued that:

· Separate but equal is not an option

· Parallel living and the provision of parallel services are unsustainable, morally and economically

· Policy that simply adapts to segregation, rather than challenging it. results in inefficient resource allocations

Within the first triennial shared future action plan, launched in April 2006, OFMDFM was committed to commissioning some detailed research into the cost of the divide. This led to the Deloitte Report which was finalised in April 2007, just before the restoration of devolution. Its terms of reference were to:

· Identify and quantify the broad range of costs arising from/attributable to the divisions in NI

· Examine the pattern and scale of public expenditure in NI in response to this division

· Assess the efficiency or otherwise of the current system of service delivery

Despite indicating some potentially significant savings, the Deloitte report was effectively suppressed by OFMDFM after devolution, and it was stressed that it would not form a basis for policy. The report only became public as a result of a Freedom of Information request. Currently, addressing the costs of division is not an aspect of either the current Programme for Government or the current Budget. Furthermore, it is not a feature of any of the Departmental Efficiency Delivery Plans. 
Indeed, in response to ministerial questions, most ministers do not seem to acknowledge either the potential for savings within their respective portfolios or their responsibility to search for them.

At best, there was a commitment from the then Finance Minister, Peter Robinson, that the new Performance and Efficiency Delivery Unit (PEDU) would examine the issue.
Wider Financial Context

The 2009 UK Budget makes it clear that there is a day of reckoning approaching for Northern Ireland with respect to public expenditure. £122m is to be taken back by the Treasury from local budgets across the 2009/10 and 2010/11 financial years, and after that Northern Ireland will have to pay its share of at least another £9billion in so-called ‘efficiency savings’. Of course, this assumes that the Chancellor of the Exchequer has got his figures right – something that it is doubted by many economists who believe the forecasts for output and consequently tax revenue to be optimistic.
Northern Ireland is already struggling to meet its various financial commitments. Our infrastructure has suffered from years of neglect, our health service has fallen behind the rest of the UK in the level of spending, we are not sufficiently competitive within the global economy, and are performing poorly on addressing climate change. On top of this, there is the danger that policing and justice could be devolved without the huge legacy costs from the past being properly underwritten. The Executive also has the responsibility of both mitigating the effect of the current economic downturn upon Northern Ireland, and of making the necessary investments to ensure that our region is best placed to take advantage of the opportunities arising from economy recovery.
Looming on the horizon lies the prospect of reform of the Barnett Formula. This formula gives Northern Ireland a proportionate share of changes in eligible expenditure at a UK-wide level. At present, per capita expenditure here is around 126% of the UK average. By accident rather than design, this reflects the much higher needs of our society such as higher health morbidity and a greater rural character. However, any new ‘needs’ assessment across the UK regions would be a source of great uncertainty.

Maintaining the costs of division is not sustainable at the best of times, and is more so in the worst of times, with a major economic recession and financial tightening from the Treasury looming.
Analysis of the Deloitte Report - Research into the financial cost of the Northern Ireland divide’ (April 2007) - what was missed?
The big headline coming out of the Deloitte Report was the potential for the cost of division to be as much as £1.5bn each year.

Whether it is £1bn or £1.5bn, or something smaller, this is clearly a major distortion within an annual budget for Northern Ireland, in terms of DEL, of around £8bn. 

Alliance agrees that the Deloitte Report is not perfect, but at the very least it should be used to inform a conversation, and to signpost further work on the road ahead.

Deloitte reached the figure of £1.5bn on a crude comparison between Northern Ireland and Wales in terms of what would otherwise be the level of public expenditure based around social and economic needs. On a policy by policy area, their individual analysis did not add up to £1.5bn.
The Deloitte Report broke down the various costs into:

· Direct costs in responding to negative situations
· Less obvious costs from the separate provision of services

· Costs involved in positive responses to community relations problems

The Deloitte Report sought to identify:
· Quantified costs

· Cost identified but not quantified

· Economic lost opportunities

The report was good at identifying the direct costs of dealing with a divided society and also the opportunity costs in terms of lost investment and tourism. However, it was weaker in terms of calculating the costs associated with the duplication of goods, facilities and services, and also the cost pressures that build up from divisions.

There were a number of difficulties with Data Collection:
· Problems with disaggregation

· Public expenditure allocations attributable to service duplication are neither readily identifiable or tracked from an accounting point of view

· Valid comparators have not always been available to test

· Government Departments were not as helpful as they could have been.

Lost Opportunities
Foreign Direct Investment
The report is clear in that the divisions and violence within Northern Ireland have had an effect in this regard. Investment packages offered have not been sufficient to attract higher levels of FDI than neighbouring regions. Export-led development is especially important for small economies given the relatively small size of the domestic market. Further research is required to assess the precise impact of social cohesion and political stability on investment decisions.
Public Expenditure Statistical Analyses (PESA) by the Treasury indicates that Northern Ireland is paying a much higher premium than other regions to attract investment and to account for its disadvantages. This cost could be as much as £144m per annum.

Impact on Tourism

There is a relationship between tourist numbers and divisions and violence. The report indicates that tourism revenue in Northern Ireland has flat-lined since 1976, but grown rapidly in the Republic of Ireland by comparison. A comparison with Scotland should produce similar conclusions. There are similar conditions and potential opportunities in any comparison between both parts of the island of Ireland, and indeed from greater synergies in the all-island tourism product. Divisions and violence have been the main difference, and must account for a large part of the divergent development.

Labour Market Outcomes

The report is much less clear on the impact of divisions and violence on the labour market mobility. Fair Employment legislation has led to a mixed/integrated workforce. However, there are still some problems related to segmentation and a lack of mobility within the market. Especially for people from a Catholic background, there is evidence of a reluctance to work in certain parts of Greater Belfast and Northern Ireland which is linked to perceptions of threat. Labour market problems are therefore more shaped by a negative sense of place rather than discrimination. Equality monitoring figures are provided at a company/organisation wide level and may mask considerable segregation in the workforce at different service sectors. They also do not provide a picture of the situation within many small businesses.
Northern Ireland also has the highest level of economically inactive persons. This cannot be fully put down to social and economic factors, especially in comparison with other regions of the UK which have similar conditions but lower rates of inactivity.
Service Areas
Agriculture and Rural Development

The Deloitte Report does suggest an element of distortion within the provision of rural development programmes due to segregation. It does not disaggregate this. There is a much wider issue of the opportunity costs that comes from the often hidden community relations problems and segregation at a rural level. This has been the subject of recent research.
Education

There are very substantial distortions in the delivery of education in Northern Ireland due to a divided society. The vast majority of schools serve one or other side of the community, often on an exclusive basis. There are a number of different educational sectors: controlled; voluntary; Catholic-maintained; Irish-medium; and integrated. As demonstrated by the Public Expenditure Statistical Analyses (PESA), expenditure per capita on education in Northern Ireland is significantly ahead of the UK average and all other UK regions.
While this reflects to an extent a higher number of single-sex schools, a more rural character, and a higher school age population, these are also factors in places such as Scotland and Wales with lower levels of expenditure. Therefore, it also reflects the segregated nature of the education system.
Northern Ireland has a greater number of small schools. Small schools cost disproportionately more to maintain per pupil. Budget allocations are inevitably skewed towards buildings at the expense of investment in pupils and teachers.
The inefficiencies in the system are magnified by the current 50,000 empty school places, potentially rising to around 80,000 places.
The inefficiencies in the system could amount to around £300m per annum. In the immediate term, the potential for collaboration between schools and across sectors could realise between £16m and £80m.
The Deloitte Report did not adequately explore these issues and focused on the much more limited potential for savings from rationalisation within teacher training.
Environment

This was not a theme explored by the Deloitte Report. However, the Royal Institute of Chartered Surveyors argues that divisions contribute to the size of the carbon footprint in Northern Ireland. This is the largest in the United Kingdom. This may be due in part to barriers to efficient mobility.
Health
The Deloitte Report argues that it is very hard to disaggregate the effects of segregation from other factors such as deprivation and poverty and morbidity in explaining higher health costs per capita in Northern Ireland.

However, there are likely to be considerable inefficiencies within the service delivery model due to implicit duplication of facilities. North and West Belfast Trust research has indicated that some facilities are disproportionately accessed on the basis of religious background. This is reinforced by the research of Peter Shirlow and Brendan Murtagh.
Housing

The Deloitte Report mainly focuses on the direct costs of dealing with homelessness pressures and demands for security.
However, residential segregation creates significant cost pressures for the housing sector. Demographic imbalances and senses of territoriality create considerable inefficiencies. This comes on top of the direct costs of interfaces, buffer zones and security adaption of properties. There are also opportunity costs from the underdevelopment of blighted or segregated land.
Social Security and Employment

The Deloitte Report did not explore distortions in this area. However, there are likely to be considerable inefficiencies within the service delivery model due to implicit duplication of facilities in both these respects.
Transport and Infrastructure

Transport and infrastructure are actually underfunded in Northern Ireland compared to the rest of the United Kingdom. Superficially, this suggests that rather than paying a premium due to segregation these aspects of expenditure have suffered as a consequence of cost pressures elsewhere. This is true to a considerable extent. However, there is a danger of losing sight of distortions that exist in this area. 
The Deloitte Report mainly focused on the direct costs of damage at around up to £1m per annum, and potential duplication costs involved in managing school transport. 

It did not explore the potential costs of wider duplication and inefficiencies within public transport provision due to segregation, particularly within Greater Belfast.
Deprivation/Poverty
Deloitte did not fully explore of the impact of segregation on deprivation and poverty. However there is a clear correlation between these on a geographic basis. At present, there is a danger of a two-speed Northern Ireland and Belfast, with one group of people reasonably affluent, mobile and plugged into the global economy, and another group of people marginalised, segregated and missing out on opportunities. There are economic and financial costs from this situation, and society as a whole misses out. The successful shared and socially mixed neighbourhood of Ballynafeigh in south Belfast is an example of what can be achieved.
Policing and Justice

The Deloitte Report was most clear in quantifying the direct costs involved in addressing a current terrorist threat, policing a divided society and dealing with the legacy of the past. Most of these responsibilities currently lie with the Northern Ireland Office but will transfer to the Northern Ireland Government with the devolution of policing and justice. The distortions based upon the costs in comparable regions could be as much as £500m per annum. While these cost differentials may be hard to maintain in the longer-term, in the short-term such distortions are likely to continue given the policing and security situation and with other pressures within the system.
The Way Forward: Alliance Recommendations
Financial costs and distortions are in many respects a symptom of a divided society. In the longer-term, they can be addressed through tackling the underlying causes of divisions. However, there is also a financial imperative to addressing the symptoms of a divided society directly, and furthermore ensuring that the provision of goods, facilities and services at least reflects the changing attitudes to and preferences for sharing and integration.
It is difficult to give precise figures of savings at this stage. This document points to the opportunities for efficiencies to be made, identifies the cross-Departmental nature of those savings, and indicates whether further work is required.
Recommendation 1
There should be a commitment by the NI Executive and Assembly to an overarching meaningful regional community relations strategy. This could either be ‘A Shared Future’ or a successor document, such as ‘A Strategy for Cohesion, Sharing and Integration’, provided that it is a demonstrable improvement upon the former strategy. The key requirements are an acknowledgement of the need for a Northern Ireland–wide strategy, and an action plan covering all Government Departments, Agencies and Public Bodies.
Recommendation 2
The NI Executive and Assembly should acknowledge the financial and other cost implications of divisions in Northern Ireland, and commit themselves to addressing such matters within both a revised Programme for Government and Budget within the current 2008-2011 comprehensive spending review and in particular subsequent successor policy and spending frameworks. PEDU could have a key role to play in this respect.
Recommendation 3
The Executive should begin to act upon the conclusions of the Deloitte Report ‘Research into the financial cost of the Northern Ireland divide’. This report should inform the initial steps to tackle the cost of division.
Recommendation 4
Given the limited scope of the Deloitte Report, OFMDFM and/or DFP should commission further research in this area. The Executive should ensure that there is cross-Departmental audit of patterns of use based on communal background of goods, facilities and services provided through public money.
Recommendation 5
Over the next two years, the Northern Ireland Executive has to produce another £123m in efficiency savings. It may be tempting for the Executive to use the additional £116m to be received as Barnett consequentials arising out of last month’s budget. However, these additional resources are supposed to be for boosting the economy, through investing in training and employment, the green economy and social housing. Rather Alliance believes that over the next two years the Executive should seek to address the £123m in efficiency savings through beginning to address the costs of division.
Recommendation 6
All Departments should have an obligation to actively encourage de-segregation and to promote cohesion, sharing and integration, within their policies and spending plans. Proposals which are communally confined should undergo a cost benefit analysis alongside an integrated alternative.
Recommendation 7
A new form of policy proofing, called Policy Appraisal for Sharing over Separation (PASS) should be introduced. This would ensure that the impact of any new policy upon community divisions would be assessed and taken into account. This could be a ready extension of the current requirement for Equality Impact Assessments.
Recommendation 8
There should be an acceptance across government that there may need to be further investments in resources to support sharing, either through the provision of shared goods, facilities and services to meet demand or provide support and security for those making the choice to mix, share or integrate.
Recommendation 9
The Executive should ensure that public sector agencies build new leisure, educational, health, social and community facilities with an explicit objective to encourage mixing. Best practice should also be developed, regarding the design of the urban environment, in order to maximise cross-community integration.

Recommendation 10
The Office of First Minister and Deputy First Minister should ensure the production of an over-arching regional community relations policy for Northern Ireland, and monitor the delivery of commitments from other Departments and agencies as part of an action plan. Within specific Departmental responsibilities, it should fully integrate good relations considerations into anti-poverty strategies.
Recommendation 11
The Department of Agriculture and Rural Development should fully research the extent and consequences for service provision of segregation and isolation within the countryside.
Recommendation 12
The Department of Culture, Arts and Leisure should explore the costs involved in providing elements of its services on a differentiated basis to different sections of the community, and explore the potential for promoting greater sharing in culture.
Recommendation 13
The Department of Employment and Learning should launch a comprehensive study into the effects of segregation on the structure and mobility of the labour market.
Furthermore, the Department should audit the use of its job centres for different relative uses by different sections of the community, and explore the options for increased sharing.

Also, the Department should examine the potential for greater rationalisation within teacher training. An integrated approach to teacher training would be more in keeping with the demands of a diverse society.
Recommendation 14
The Department of Education should more aggressively pursue its policies on area planning and sustainable schools. These two aspects of policy should be better linked. Inevitably, there will be a greater level of rationalisation within the school estate.
While it should be accepted that different sectors will continue for the foreseeable future, opportunities for sharing and collaboration between and within schools should be progressively pursued. Integrated education should be actively promoted as the most sustainable form socially, educationally and financially. It should be regarded as at the top of a pyramid of options for sharing.
The development of integrated schools, usually by transformation, should not be regarded as a further fragmentation of an already fragmented education system but a solution. Particularly when two schools, from different sectors, in a particular locality are under threat, a movement to an integrated school or an alternative form of sharing may provide the most sustainable and most local solution.

In particular, the Department should (a.) set targets for the development of integrated education; (b.) replicate the existing duty on the Department to promote and facilitate integrated schools under the new Education and Skills Authority; (c.) run community audits to explore prospects for new integrated schools; and (d.) relax the current viability criteria for the creation and the maintenance of integrated schools.
Recommendation 15
The Department of Enterprise, Trade and Investment should ensure that the effect of divisions upon tourism, investment and labour mobility is fully factored into the current review of economic development policy.
Recommendation 16
The Department for the Environment should ensure that the scope for shared space is fully reflected within its planning policy statements. 
It also has an incentive to ensure that any aspect of segregation that contributes to Northern Ireland’s carbon footprint is addressed as part of efforts to meet carbon reduction targets.
Recommendation 17
The Department of Finance and Personnel should use its overall responsibility for co-ordinating public expenditure to drive the agenda of achieving efficiency savings in relation to addressing the costs of delivery. PEDU (Performance and Efficiency Delivery Unit) should be made available to Departments in this regard.
Recommendation 18
The Department of Health, Social Services, and Public Safety should audit the use of its health and social services facilities for different relative uses by different sections of the community, and explore the options for increased sharing.
Recommendation 19
The Department for Regional Development should further explore the costs involved in providing public transport within the context of residential segregation. It also has responsibilities through its strategic planning function to ensure that opportunities for sharing are fully realised in regional planning documents, including the current revision of the Regional Development Strategy.
Recommendation 20
The Department of Social Development should more aggressively promote and develop mixed housing. Indeed, it should be viewed as the default model for the provision of social housing. People should have a real choice over where to live, irrespective of their religious, political or racial background. Social Development also has an important role in promoting, in developing and in maintaining shared space as part of its urban regeneration responsibilities. Shared space provides an environment for maximising positive interactions and also minimises the opportunity costs from blighted or segregated land.
Furthermore, the Department should audit the use of its social security offices for different relative uses by different sections of the community, and explore the options for increased sharing.
Recommendation 21
The Executive should commit itself to the removal of so-called ‘peace-walls’ as they serve as a barrier to economic and social opportunities. This should include not only the physical walls but also action to mitigate the effects of the unofficial barriers such as the Westlink within Belfast and the Foyle River in Derry.
Recommendation 22
While this paper focuses largely on actions to be taken by the public sector, ultimately building good relations in this society cannot just be a matter for government, it is a responsibility for civil society and indeed every person in society. This wider theme should be addressed by an overarching community relations policy for Northern Ireland.
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