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338 The Role of the State in Growth and Welfare

Boom

However, it was adaptation in the 1980s which subsequently led to the boom of
the 1990s. The crisis of the 1980s created some institutional spaces for
experimentation. The strategies of earlier periods had n_.nm,ﬂna two social classes
which now mobilised to try and reverse the disastrous situation of the 1980s.
State investment in education had created a burgeoning professional n_w.mmq many
of whom emigrated but enough of whom stayed behind to form a new industrial
development coalition with dissident elements from the 5& and o.:.ﬁ.b more
marginal, state agencies. This coalition became the wmm_m. o.w. indigenous
upgrading and deepening in the 1990s. A second group .Om unionised workers,
many in the public sector, were mobilised through the union movement to m_.:w_.
a series of social partnership agreements which sought to restore macroeconomic
and fiscal stability by centrally negotiating wages and other distributional issues.
However, these distributional negotiations were clearly cast in .aménovaﬂﬁ_.
terms — focusing on the need to regain competitiveness. ,Eﬁmn two coalitions
between different classes of employees, employers and sections of a.a mﬁﬂm
existed throughout the 1980s in an arms-length but complementary relationship.
The modified industrial policy finally created the growth that could create a
sustainable dynamic of development. The social partnership agreements restored
the macroeconomic and fiscal stability necessary for industrial mcnnw&. As Table
16.3 shows, while social security spending as a percentage of GDP increased by
over 3 per cent per annum between 1973 and 1987, :. subsequently mm:. by over
2 per cent per annum over the following decade.2 While H_._.n terms of this mnnw&
between the state and the social partners ensured that basic levels of Eo&n:.o:
were guaranteed to those excluded from national economic ._.nncﬁ_.v.. the B.zm_ ity
agenda characteristic of more traditional forms of no_.voum:mi was less evident.
These two major developmental/distributional coalitions in :.&mwsa have held
each other’s ambitions in check, assisted by the structure of the Hnm.w state. The
neo-liberal impulses of the rising class of msaaﬂm:cam:mam_ ,Eomomm_o:&m. are at
least partly held in check in Ireland by the continuing ability of Em unions to
safeguard the basic social rights guaranteed (at a low level) by the :Ewn_.mm__mcn
elements of the Irish welfare state and by the middle class’s own self-interest in
maintaining the subsidies provided to them by the cmw.-a_mﬁ.a Ew_mwﬂn state. The
social partnership agreements have ensured that integration into the global
economy has not decimated social rights. However, the agreements have also
_u_.nmanm over a period of rising wage dispersion and weakening .Em_mmqa effort.
This is at least partly due to the increasing lack of voice of unions and other
social actors in shaping the lead sectors of the economy. The new n_m.mmnu,&
technical professionals and self-employed small businesses _mamﬂw fall wﬁmwan
the institutions of social partnership and have become the basis of spiralling
inequality in market incomes in Ireland.
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The Irish version of social partnership, which, in essence, has entailed wage
moderation in exchange for tax-cuts, has meant that both tax revenues and
welfare state expenditures have fallen dramatical ly in relation to rapidly growi ng
national income. This raises fundamental questions about the development of
social citizenship rights in Ireland. While there is growing dissatisfaction with
the quality of social services, particularly in health and housing, the state appears
committed to further tax cuts, a policy which must entail continued deviation
from the European model. Reversing this trend would require a re-negotiation of
the terms of social partnership in a manner that would entail a greater share of
the fruits of growth being channelled through social rather than market wages:
offering improved social services rather than tax cuts in exchange for wage
moderation. However, such a shift would also raise very fundamental issues
about the trade-offs between wages, taxes and competitiveness.

Clearly, through privatisation and structural adjustment, the direct role of the
state in economic activity has given way substantially to the market. However,
the state has played a critical role in promoting the successful market
participation of the new internationalised professional class — through
investment in the education system, through industrial policy that supports
greater innovation and through extensive public subsidies which supplement
middle class market rewards rather than diminish them. Simultaneously, the rest
of Irish society has benefited over the past ten years from the combination of
developmental and distributive roles played by the state. Social rights have been
maintained and living standards have increased, particularly through increased
employment. In the process, the bulk of Irish society has also acquiesced to the
increasing gap between themselves and the rising professional and business
classes. The intense battles being waged over public sector pay are evidence that
those workers in a position to do so are increasingly willing to take action to
redress this inequality. What seems doubtful is whether those at the lowest rung
of Irish society, caught between a burgeoning service sector of casual
employment and a weakening welfare effort, can mobilise the resources to at
least keep up with the rest of Irish society. The Irish formula of “solidarity
without equality’ may be beginning to face some of its greatest challenges.

NOTES

| This figure and others in the following discussion are based on unpublished CSO
data from the Census of Industrial Production 1991 and 1997. The data is more fully
analysed in O Riain (2000),

2 The averages for the two periods, 14 per cent over the years 1973 to 1987 and 14.4
per cent over 1987-1997, conceal the fact that social security transfers as a
percentage of GDP peaked in 1986-1987 and then declined in the later years.



