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Government Outline for Recovery 

• The Government has published a budgetary scenario up 

to 2019 – which gives an insight into how they see the 

recovery taking shape.   
 

Unemployment remains high (above 10 percent) 

Real Wages will continue to fall until at least 2016 

Total employment by the end of the decade still 

remains well below pre-crisis employment levels  

Primary expenditure (excluding interest payments) 

continues to fall each year in real terms up 2019 
 

• The Government intends to subordinate all these to the 

pursuit of a budgetary surplus. 
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No Real Wage Growth Until After 2016 
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Real Increase in Primary Spending per Capita 
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Semi-Permanent Austerity 

• Why would the Government even think of running a 
budget surplus with high unemployment, real wage losses 
and employment still well below pre-crisis levels? 
 

• Ireland is on track to correct its excessive deficit by 2015. 
Thereafter, the public finances in Ireland will no longer be 
subject to the corrective arm of the Stability and Growth 
Pact (the ‘pact’) but subject to the requirements of the 
preventive arm and the Treaty on Stability, Co-ordination 
and Governance (the ‘fiscal compact’).   
 

• The Government will be using the Fiscal Treaty 
requirements to continue an austerity programme which, 
during the campaign, they denied would happen. 



A New Recovery Framework 

• The following discusses three key areas for an alternative 

recovery framework.  These are not the only areas – but 

this is intended to start a debate over long-term economic 

and social goals.  Within a new recovery framework, we 

can then fashion our short-term budgetary demands. 

• The three areas are:  
 

1. Wages and Incomes 

2. Social Insurance and Public Services 

3. Building Irish Enterprise 



1. Wages and Incomes 

• Irish earnings are well below European averages. 

• Despite assertions, average Irish earnings were never 

high  - even during the property boom. 

• Irish hourly employee compensation is well below-EU 

average – especially in our low-paid sectors.  

• Economies that are characterised by low wages / incomes 

and precarious work will find it difficult to generate 

revenue necessary to maximise a recovery programme. 
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Average Earnings since 2001 
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Hourly Employee Compensation 
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The Economic Benefit of Rising Incomes 

• Increasing incomes is a vital component of a new 
recovery programme. 
 

• A 1 percent rise in aggregate wages can 
 

 Increase consumer spending by €400 million 

 Increase employment by up to 3,000 jobs  
 

• A €5 increase in social protection rates can 
 

 Increase consumer spending by €300 million 

 Increase employment by up to 2,000 jobs 
 

• The combined impact of these two would reduce the 
deficit despite increased social protection spending. 



A New Wages / Income Agenda 

1. The Right to Collective Bargaining:  Trade union 
membership / collective bargaining results in 5 – 8 percent 
wage premium. 
 

2. The Right of Part-Time Workers to Full-Time Work: 
Transpose the EU Directive on the right of part-time workers 
to full-time work in the firm when hours become available. 
 

3. Increase the National Minimum Wage: to restore NMW to 
pre-crisis levels would require an increase of 65 cents per 
hour.   
 
 

4. Pursue a wage-bargaining strategy emphasising 
low-pay.  Increasing low-pay raises the floor for everyone 
and is economically efficient given the high propensity to 
spend among low/average income groups. 
 

5. Increase Social Protection Payments (discussed below). 
 



This Agenda is Everyone’s Agenda 

• This is more than a trade union agenda.  Low income is a 

chronic and deeply-embedded crisis which requires action 

from a broad-based group of civil society organisations 

concerned with poverty, deprivation, household debt and 

low growth. 

• The Coalition for the Protection of the Lowest Paid is an 

example of trade unions and civil society organisations 

working together on minimum wage and wage-floor 

issues. 

• This could be the template for a new coalition. 



2.  Social Insurance:  Tomorrow’s Battleground 

• Progressives have argued for higher taxation to ensure 
that we can have European-level of public services and 
social protection. 

• However, such services and social protection are part of a 
strong social insurance framework – which Ireland lacks. 

• It’s not so much that we are a low-tax economy. Rather 
we are a low-insured economy – and both society and 
economy suffers. 

If social protection is seen as something for the 
‘poor’, it will be a poor system 

If social protections is truly social – supporting those 
in and out of work – it will be stronger, with stronger 
floors, income supports and public services. 
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Where Ireland Falls Down: Social Insurance 

• The major culprit in the low-tax economy is the low levels 

of social insurance. 

• We would need to more than double the revenue from 

social insurance to reach the EU averages. 

• This means increasing social insurance revenue from 

employers, employees and the self-employed by more 

than €9 billion. 

• If social insurance revenue were increased by this 

amount, Ireland would only be an average taxed 

economy. 



Social Insurance is Part of Workers’ Pay 

• Social insurance is not a tax, nor is it a labour cost.   

• It is that portion of an employees’ compensation (pay) that 

is paid by employers and employees into a social 

insurance fund. Out of this fund, benefits are paid to 

workers in the form of public services and social 

protection.  In other countries: 

• Free health services – including free (or heavily 

subsidised) GP care and prescription medicine. 

• Pay-related social insurance pensions 

• Pay-related unemployment / sickness benefit 

• Much higher maternity, paternity and family leave 

benefits 

 

 

 



Example: Health Insurance 

• Mandatory Private 

Insurance (FG) 

• Workers required to 

purchase health 

insurance from private 

providers 

• No contribution from 

employers 

• Not income related – 

flat-rate payment:  

regressive 

  Social Health 

Insurance 

• Insurance is purchased 

through social insurance 

(single payer system) 
 

• Employers and 

employees share the 

cost through PRSI 
 

• Income related 

- progressive 
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Social Insurance = Social Security 

• Social Insurance is social cooperation (the collective 

consumption of goods and services)  to ensure that workers  

• Have access to services regardless of income or employment 

status: e.g. free health services 

• Will not be reduced to poverty-line income levels when made 

jobless, or become sick, become pregnant or have a family 

member in need of care – payments will be commensurate with 

their working income. 

• Have a retirement income that is not reliant upon the vagaries 

of equity markets or investment policies of a handful of fund 

managers – Instead:  a guaranteed income commensurate 

with their pre-retirement income and particularly benefitting 

low-paid workers. 



The Social Wage (Employers’ PRSI) 

• Cannot yet increase social insurance on employees  

• To do so now would be deflationary and socially 

inequitable.  

• Would not be used to expand public services or social 

protection but repair public finances.  It would operate, 

and be seen, as a tax. 

• Should only start when real wages start increasing and 

when there is a commensurate rolling out of new or 

expanded benefits 

• BUT:  we can start with the social wage – that portion of 

employee compensation that is paid by the employer into 

the social insurance fund. 



Employers’ Social Wage in Europe  
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3.  The Challenge of Full Employment 

• There is an elephant in the room no one discusses 

• Assumption:  once our public finances are repaired, 

labour is made flexible (i.e. wages and conditions are cut), 

taxes and regulations are maintained at low levels – the 

private sector will bloom, jobs will be created and we can 

stop having seminars like this. 

• It is assumed that our fundamentals are sound. 

• They are not.  There are deep-rooted flaws at the heart of 

our market economy. Trade unions and civil society 

organisations must intervene in this debate. 

• Business in Ireland is too important to be left to Irish 

business. 



Where will the Jobs Come From? 

• Between 2000 and 2007, nearly 60 percent of all new 

employment came from construction and non-market 

services.  

• This doesn’t count the increased employment from 

business, financial and personal services reliant upon 

property activity.  Nor does it factor in the demand created 

in other domestic sectors. 

• Future employment will not be able to rely on the 

construction, property or property-fuelled non-market 

sectors to drive employment. 

 



The Key to Driving Employment is Domestic 

• While foreign capital can contribute to employment growth 

it will be limited – only averaged 4,700 jobs annually over 

the past two years (agency assisted). 

• We need to create and grow domestic enterprises – in 

competitive international markets and our own non-traded 

sectors. 

• In the non-traded sector – this will require an increase in 

domestic demand.  If consumer spending remains 

stagnant, then how can businesses start-up and/or 

expand. 

• In the international sector, however, this will require new 

policies.  For the traded indigenous is an historical failure. 
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A Corporate Welfare State? 

• Its not as if we don’t subsidise our corporate sector, 

including the indigenous sector. 

• Paul Sweeney estimates that, including tax breaks, Irish 

enterprise (foreign and domestic, all sectors) received 

between €4.7 and €6.2 billion in subsidies in 2011. 

• The level of subsidies is not a problem.  BUT: are we 

getting value for money?  Is this money being spent in the 

most effective way possible?  Are there other ways to 

spend this money to better effect? 

• We hear commentators giving out about payments to 

social welfare recipients and public sector workers but we 

never get a debate about corporate welfare. 

 



Progressives Must Enter the Debate 

• We can’t let employers’ monopolise the debate over enterprise 
and competitiveness. We must promote our own analysis of the 
kind of enterprises to drive prosperity. 
 

• Put public enterprises at the heart of that debate.  But expand this 
concept to include a plurality of public-led models:  municipal 
enterprise, worker-managed enterprises, publicly-supported 
community enterprises.   
 

• Pose a new private enterprise model – Companies of Excellence:  
high-road enterprises which acknowledge labour rights, employee 
participation, R&D, re-investment and the retention of the business 
in Ireland.   
 

• We have seen aspects of this in the Fair Shops and Fair Hotels 
campaign.  This can become a new enterprise model. 
 

• If we don’t find a way over our historical failure the Irish economy 
will continue to under-perform. 
 

 

 

 

 

 



Budget 2014 in 7 

Simple Steps 



1.  Spending Cuts Not Necessary 

• Spending cuts not 
necessary in order to 
reach the Government’s 
target of 3% deficit in 
2015. 
 

• Not proceeding with the 
spending cuts 
constitutes a ‘stimulus’: 
 

• NERI and ESRI data 
suggests an €800 million 
increase in consumer 
spending and over 5,000 
jobs created. 
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2.  Taxation:  We Don’t Need a Big Increase 

• The Government is planning €500 million in new tax 

increases for Budget 2014.  This is a low amount.   

• A small increase of an additional €500 million would still 

leave the tax side of Budget 2014 below the tax 

adjustment average of the previous budgets. 

• Since we are hitting our Maastricht targets, we can use 

this additional €500 million to reinvest in the current 

budget:  increase social protection rates, restore 

egregious cuts (home helps, disability supports), restore 

public services, etc. 

• This will boost growth, consumption and employment 



3.  Drive Efficiencies and Reinvest 

• Since we are proposing no cut in the overall envelope of 

current spending – reinvest ‘savings’ into current 

expenditure. 

• €350 million is to be taken from the public sector payroll – 

reinvest that into rolling out affordable childcare.   

• Social Justice Ireland highlight the cost of dyeing diesel 

fuel for use in the industrial and agricultural sectors (€500 

million).  Reinvest this into more social protection 

supports and public services (e.g. early childhood 

education, extending free GP care, etc.) 

• Where there are efficiency gains – reinvest to roll back 

cuts, expand services, establish new ones. 



4.  Special Investment Programme 

• A Special Investment Programme equivalent to 1% of GDP:  
€1.7 billion. 
 

a) Begin rolling out Next Generation Broadband 

b) Begin modernising our water & waste system 

c) Launch retrofit programme 

d) Fast-track road and building projects that are nearly ready-
to-go 

 

• To be paid out of the sale of Irish Life and Bank of Ireland 
recapitalisation bonds (together these earned €2.4 billion). 
 

• These should have been returned to the National Pension 
Fund but instead were thrown on the Government’s large cash 
pile (over €25 billion). 
 

• Use it to kick-start productive investment 

 



5.  Enterprise Fund 

• Establish Enterprise Fund of €1 billion 

• To set up new  and expand current Public Enterprises / 

Public-led enterprises 

• To begin supporting Companies of Excellence – a new 

programme to focus on a handful of indigenous enterprise 

companies in key traded sectors (with the limitations of 

EU State Aid rules) 

• This money to be sourced from the Strategic Investment 

Fund (total funding of €6.5 billion) 

• In addition:  carry out complete and independent audit of 

current enterprise supports, subsidies and tax breaks. 



6.  Increase Social Wage – Roll Out New Benefits 

• Begin increasing ‘social 
wage’ to EU-levels. 
 

• Start at higher end (avoid 
damaging domestic 
enterprises) 
 

• Increase employers’ PRSI to 
19.75 percent on 
wages/salaries in excess 
€100,000.   
 

• Over time (5 – 7 years) lower 
the income threshold until all 
employees are covers. 

• Impact on traded sector:  
approx. 0.07% of sales. 

• This would raise 
approximately €150 million. 
 

• Use this to establish new 
pay-related Unemployment 
Benefit 
 

• Or roll out subsidisation of 
prescription medicine for all 
children  
 

• Or enhance maternity 
benefit, paternity benefit and 
family-leave benefit 



7.  Increased Demand Facilitates Wage Rises 

• With the increased demand arising from the previous 

measures (stop spending cuts, reinvest tax increases, 

reinvest spending efficiencies, special investment 

programme, enterprise investment, social wage benefits) 

we can start to promote wage increases. 

• Further non-budget measures would have similar 

demand-friendly impacts: 

• Increase National Minimum Wage 

• Introduce collective bargaining and right to full-time work 

legislation 
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