Seeking a Fair Balance - “Social Partnership” in Ireland

Speech by Jack O’Connor, General President of SIPTU

Jack O’Connor has served as the General President of SIPTU, Ireland’s largest trade union, since 2003, and was recently re-elected unopposed for a further six-year term. 

This speech was given in April 19 2004, and it is important to note that in some ways the situation has since moved on.

1. At the outset, I should point out that while I accept that the term “social partnership” has achieved a common currency, it does not accurately describe the national bargaining arrangement we have had since 1987.


2. The term greatly exaggerates the influence of the Trade Unions – which is highlighted by the employer’s organisations sustained resistance against legislation supporting Union Recognition when workers opt for it and the active connivance of the authorities in this regard. Nevertheless, the term social partnership is the common short - hand used to describe the pragmatic engagement between government, employers and unions – and subsequently other economic and social actors – which has developed in this country for almost two decades.

3. There is a consensus that what is described as “social partnership” has made an important contribution to Ireland’s achievements in recent years – albeit one not shared by a vociferous group of neo-liberal economists and business experts on the one hand and various shades of ultra left opinion on the other. But it is generally accepted within this country – and perhaps even more so abroad – that social partnership was pivotal in turning the Irish economy around from being one of the black spots of Europe into one of the most successful.


4. In 1987, unemployment was at an all time high of 17 percent, emigration peaked at 1.4 percent of the population or 44,000 people, indigenous industry was largely regarded as having failed. Our debt to equity ratio was150 percent and GDP per capita was 60 percent of the European average.


5. Mrs. Thatcher was then at the height of her powers in Britain. She was engaged in the process of dismantling the post-war settlement, which had, up to then, allowed a form of social market capitalism to exist.


6. The concept of a “social contract” was first promoted in trade union circles in 1986 at the Annual Conference of the Irish Congress of Trade Unions in Belfast. It was not an entirely new concept, however, and many of the ideas behind it would find a resonance in the writings of young Jim Larkin. The aim was to find some civilised way of achieving real improvements in the standard of living of workers by restoring stability to the economy. It seemed to the leaders of the labour movement of that time, that unless these objectives could be achieved while maintaining social cohesion, the alternative would be the whole-hearted adoption of Thatcherite economics.


7. Another important consideration for the trade union movement in 1987 was to try to begin the transformation of Ireland from a country with a strong traditional dependency on the United Kingdom and a strong adversarial industrial relations tradition rooted in that experience – into something closer to the European social model – based on full employment and a high standard of living with a high level of social provision. That remains our vision to this day – although it has not of course been achieved yet.


8. Within the trade union movement there was opposition to this initiative mainly from those who believed that "free collective bargaining" was a better option. However average real take-home pay declined during the eight years before social partnership – even though the 1980s were years of high pay settlements. Between 1980 and 1987 money earnings increased by 91 percent. But these gains were illusory. The 91 percent increase in money earnings was almost totally eroded by the 82 percent rate of cumulative inflation over the same seven-year period. And what was left in terms of a nominal increase in pay was more than wiped out by a regressive tax code.


9. Between April 1980 and April 1988, total employment in the economy actually fell by as much as 50,000 Accordingly, the unemployment rate stood at 16.3 percent (inclusive of a long term rate of 10.4 percent).


10. So in the pre-Programme era, workers lost out on every front – with declining living standards and diminishing employment opportunities. From the trade union perspective, the strategy aimed to arrest and reverse those declines on both fronts. Moderate pay settlements contributed to reducing inflation and facilitated a recovery in investment in job creation. But these pay increases were also matched by a reduction in the tax burden so that the real value of take-home pay, or living standards, began to increase once more.

11. The Programme for National Recovery was agreed in 1987. It was modest in aspiration seeking to start correcting the public finances and arresting the trends towards even higher levels of unemployment. It combined modest wage increases in line with inflation with adjustments in the income tax code so that workers ended up with more take home pay. Subsequent agreements provided for real increases in wages combined with further enhancements through income tax adjustments.


12. Within this stable framework, an enabling environment was created by virtue of the agreements, which allowed for low business taxes to attract foreign direct investment leading to the creation of jobs on an unprecedented scale.


13. Between April 1988 and the final quarter of 2003, total employment actually rose by 710,000 – i.e. by 65 percent. As a result, not withstanding the slowdown in the economy in 2002, the unemployment rate has been held at around 4.5 percent (inclusive of a long term rate of just 1.4 percent).


14. Back in 1971 only a third of all women of working age participated in the labour force. By 1988 this had only risen a few percentage points more. But now one-half of all women of working age are at work.


15. There has also been a significant transformation in the industrial relations climate. Over the eight year period 1980 to 1987 inclusive, the number of days lost in industrial disputes averaged at 372,000 a year. During the sixteen years of social partnership, from January 1988 to December 2003, this average fell to 101,000. In the last two years, despite some very serious industrial relations difficulties in some key areas, the average has been lower still, at 29,000.


16. Some commentators attribute this to a decline in Union membership and suggest that most Trade Unionists are in the Public Sector. Well - Union membership has grown by over 20% since 1990. The majority of Union members are actually in the Private Sector. In the case of my own Union, SIPTU, 62% of our members are in the Private Sector even though we still organise more people in the Public Service than any other Union. And our membership increased again last year despite more than 10,000 of them becoming redundant.

17. While the benefits of social partnership have been significant and substantial, it has still not been a genuine partnership. Both Government and employers have connived at undermining and delaying a number of positive initiatives coming from Europe aimed at improving employees’ rights to information and consultation and protection from exploitation in terms of health and safety etc.


18. They have also sabotaged agreements they have themselves signed up to – such as encouraging the development of a more tangible expression of partnership in the form of gain-sharing within the enterprise and to provide tax incentives for such developments; and facilitating training and other supports for workplace representatives. 


19. And yet the model we have to date was central to the economic achievements of the past decade and a half. True, the Irish economy had many other advantages on its side such as an abundant supply of highly educated English – speaking low paid workers coupled with advancing European integration and the best demographic trend in Europe. But it would have been impossible to take maximum advantage of such circumstances had there not been an agreed approach to sharing the fruits of such progress. It was the wage cost and industrial relations stability achieved through the sophistication of the process itself, provided in the national agreements of the last decade and a half that enabled the other positive circumstances to be harnessed so successfully. In that sense social partnership was both the trigger and the catalyst for our recent economic progress.


20. But the success has not been unqualified – certainly not as far as the trade union movement has been concerned. For unlike others who see economic progress as an end in itself, we see economic development as a means to another end – social progress. And we have major concerns about the manner in which the rapid economic development of recent years has exacerbated inequality in Irish society.


21. Because along with all its many other accolades, Ireland can also claim to be one of the most unequal countries in Europe. Ireland may now enjoy a level of around 125 per cent of average European GDP per capita. But this is not reflected in our financial allocation to the provision of public services. As a society we have a very significant deficit in terms of social service and infrastructural provision.

22. We were all agreed in both the Strategy Reports of the National Economic and Social Council and the National Programmes on whose frameworks they were constructed, that there was an excessive tax burden on both low and middle income earners, and the best way to address this was by raising tax credits and tax bands while leaving the top rate of tax untouched. But the Government flew in the face of these agreed recommendations to the extent that they provided unnecessary additional tax cuts for the higher earners and coupled them with an unacceptably low Corporation Tax base – which together have brought the public share of the economy to unacceptably low levels.


23. Ireland’s tax take stands at just 27.7 percent of GDP and 33.9 percent of GNP. (Sweden is highest at 53.2 percent; France is at 46.4 percent; Italy at 41.8 percent; Germany at 36.4 percent and the UK at 37.4 percent.) These figures suggest that Ireland’s taxation rate is at least 7.5 percentage points below the EU average of 41.44 percent.


24. Worldwide only three other OECD countries collect less tax than Ireland: these are Korea, Japan and Mexico. Even the United States at 29.6 percent of GDP, is almost 2 percent higher than the corresponding Irish figure.


25. The corollary to this low tax take, of course, is a miserly level of public expenditure. Ireland’s general government total outlays, at just 34 percent of GDP are at the second lowest level in the OECD, only Korea’s being lower. We are even lower then the 36 percent level in the home of “free enterprise” the USA, and way below the OECD average of 41 percent and the EU average of 48 percent of GDP. Even if we express our general government total outlays as a percentage of GNP rather than the GDP figure required for comparative purposes we still have a level as low as 41 percent.


26. The percentage of GDP spent on social protection in 2000 (the latest year for which Eurostat has statistics) was highest in Sweden (32.3 percent), France (29.7 percent) and Germany (29.5 percent). The EU average is 27.3 percent and no country spends less than 20 percent – except, that is, Ireland – which spends a spectacularly low 14.1 percent. In other words, we spend less than half the proportion of our national wealth in these areas than Sweden, France or Germany does.

27. But, I hear you ask, hasn’t the reduction in personal taxation been an essential element of the pay-and-tax formula which has been at the heart of the social partnership process since 1987? Isn’t the trade union movement trying to have its cake and eat it?


28. It is undeniably true that the tax changes were absolutely critical to the agreements since 1987. But the figures in relation to the proportion of national income derived from taxation are not the consequence of these agreements – because the Government that has been in office for the last seven years has pursued a tax policy which has gone beyond the terms of the agreements in offering unnecessary additional tax cuts and other benefits to those in society who were already wealthy while at the same time narrowing the tax base by lightening the tax burden on the corporate sector. 


29. And Budget 2004 intensified inequality in Ireland by providing gratuitous additional tax concessions to the corporate sector, in contrast with its treatment of the PAYE sector, while at the same time penalising a variety of low income groups through the “Savage Sixteen” social welfare cuts – which, in view of the recent ESRI report, now look even more like a mean spirited penny-pinching exercise.


30. On the tax side, the Budget merely aims to take an extra €187 million more in corporation taxes in 2004 than the final out-turn for 2003, or an increase of only 3.6 percent. In contrast, the extra €915 million to be taken in income tax represents a hefty hike of 10 percent.


31. Budget 2002 and 2003 had together given a cumulative €1.6 billion to business. The Minister reduced the take from corporation tax by a further €18 million in 2004, with the effect of these particular measures increasing to as much as €100 million a year by 2009.


32. If he had decided to increase tax credits to clear 95 percent of the minimum wage out of the tax net – in line with the commitments in the current Sustaining Progress agreement – it would only have cost the Exchequer an extra €130 million. If the Minister had also opted to increase the standard rate tax band in order to keep the average- paid worker out of the top rate of tax, this would only have cost an extra €150 million. The justification offered for this inactivity on the part of the Minister was an expected tax shortfall for 2003 of €500 million. However, the final Exchequer returns for 2003, released a month after the Budget in January of this year, revealed a 7 surplus of €450 million – demonstrating that these measures could easily have been afforded – and more besides to promote equity.


33. But, the Government has tended to exercise its discretion outside those areas – specifically staked out by the social partnership process – in favour of private wealth rather than the public good.


34. Is it any wonder, therefore, that we are experiencing the poverty of our inadequate and malfunctioning health service? 


35. Is it any wonder that we have a major crisis in terms of waste management – after central government has systematically reduced funding to local authorities?


36. In other aspects of the social realm, we see the same unwillingness to act in the public interest. In housing, the gap between new house prices and income levels continues to widen – with wages rising at an average of 3% a year and the cost of new homes increasing at between 11% and 19% a year. There is a growing gulf between the cost of building and buying a house. The average three-bedroomed semi-detached house in Dublin costs no more than €100,000 to build but sells for over €300,000. The failure of Government to tackle the hoarding of development land is of course totally incompatible with the concept of “Social Partnership”. And the continuing failure to address the issue will undoubtedly have consequences for the future. The ever-widening affordability gap will exert an ever-increasing upward pressure on the wage expectations of workers – which must be reflected in the approach of the trade union side.


37. The odds are against the Trade union movement persuading the Government to radically change course. That is the challenge for the political opposition. But it is open to us to remind Government and employers that it is they themselves who have agreed with us up to now on a certain minimum of measures in a common approach to so many of our economic and social problems. We are entitled to hold them to account on these issues and to point out the consequences of an approach to policy-making by sound-bite – which seems to be grounded in ideological prejudice rather than any comprehensive well researched and detailed consideration of all of the available options and their consequences.

38. The proposed break-up of Aer Rianta, which is decided Government policy and the plan to establish a second and competing independent Terminal at Dublin Airport, as well as privatisation of the Bus market which are not, are all symptomatic of a deeply ideological preoccupation with “Competition” as the recipe for all problems. It ignores the real key and pressing issues in each of these Sectors and flagrantly disregards the lessons of international experience as far as the implications for the travelling public are concerned. From the perspective of security and quality of employment and standards of employment going forward, the overwhelming body of international evidence suggests entirely negative outcomes.


39 And this must be viewed in the context of a clearly emerging pattern of deteriorating standards in the quality of employment across various sectors of the economy especially affecting the unskilled or semi skilled. Increasingly, work traditionally performed by Trade Union members in the Public Sector is being outsourced on the basis of contracts excluding any reference to Trade Union rights, and pay and terms of employment, including Pension and Sick Pay provision. This is complemented by the absence of any effective policing of statutory minimum employment standards, covering literally hundreds of thousands of workers, with only seventeen (17) Inspectors to cover the entire country. Clearly in this the most prosperous and rapidly growing economy in Europe a “race to the bottom” is well underway, driven by a preoccupation with a version of “competitiveness” in which cost advantage is achieved at the expense of workers and which is facilitated by the approach of the authorities.


40. Assurances on security and quality of employment have emanated from Government in the Public Transport and Aviation controversy – but it is noteworthy that they are rarely referred to in public comments nowadays by those members of the Government most closely associated with driving that agenda. Is it because in the light of the evidence of international experience they recognise the increasing incompatibility of such assurances with the essential objectives they are so stridently promoting?

41. And in the context of the broader picture now unfolding on the employment front the question must pose as to whether so called “Social Partnership” is compatible with the “race to the bottom” now underway?


42. Ironically, I must acknowledge as a Trade Unionist that whatever prospect exists of addressing these issues within the process, there is less outside it – which of course is precisely why those neo liberal economic commentators on the hard right despise it so much and apply themselves so assiduously to the objective of bringing about its demise. But those in authority in Government and business who are genuinely seeking the ongoing development of a dynamically competitive economy might do worse than contemplate the real obstacles to be faced in the absence of Social Partnership – and the rationale of discarding a proven and uniquely successful instrument for change in an increasingly rapidly changing world. On our side too we have to promote change that is positive and constructive, well thought out and supported by empirical argument, rather than resisting it, as an essential component of our strategy in insisting on the highest standards of security and quality of employment going forward.


43. Indeed it may well be that the challenge faced by “Social Partnership” is that of reconciling the objective of a dynamic competitive economy with that of fairness and promotion of workers’ rights and interest in the workplace. And, to paraphrase the Tánaiste’s recent statement which provoked my Union’s withdrawal from the commencement of talks on a second part of the Agreement “if we can’t have those commitments implemented then we would have to ask ourselves why would we stay there?” Accordingly we must have some clear indication that these issues will be addressed by Government either in the negotiations themselves or otherwise, before we participate in any further talks.


44. Otherwise - while some of the positions which have been adopted by Government and Employers render renewal of the Agreement very difficult indeed – it is not impossible. 10 Recent Eurostat data – published by no less an authority than the Wall Street Journal last Friday, records hourly labour costs in this country as ranking only 11th in Europe and our labour productivity ranking second highest. Accordingly, despite all the bluster and prophesies of doom from the Employer Organisations there is space to conclude a Pay Agreement based on inflation and growth (projected at between 3.5% and 4/5% respectively for 2004 and 2005) with a minimum “flat rate” or minimum threshold to improve the relative position of the lower paid.


45. And our healthy public finances clearly permit of a tax dimension addressing our demand for increasing tax credits to remove all those on the minimum wage from the tax net altogether – index linking PRSI and Health levy thresholds with retrospective effect to Budget 2000 which was when they were last adjusted to assist the lower paid – and indexing the standard rate tax band so that no one on average industrial earnings is taxed at the higher rate. In the longer term the space for so called “pay and tax” deals is diminishing and the circumstances that gave rise to the model back in 1987 no longer apply. The neo – liberals and others on the hard – right argue it is no longer relevant – thus the sustained efforts to air brush the role of organised workers out of recent history – it’s a case of “that was a good trip folks – goodbye”. This is absolute nonsense – motivated only by greed and the private vested interests of the few.


46. Proper employment of the process could extend as effectively to distributing the benefits of growth as generating it – developing high standards of healthcare, elder care, education, and the rebuilding of a sense of community and social capital. Unfortunately the neo liberal priorities of those who determine the cause of public policy will not permit that. Nevertheless, Social Partnership could prove critical to addressing other issues, which are absolutely critical to economic and social development in the medium term.

47. For example:

Increasing productivity will be absolutely critical to sustaining economic growth from now on in the absence of a reserve army of unemployed. This presents the challenge of enhancing the skills of those already at work. According to the most recent data available there were 515,000 people at work in 2001 who had either no second – level qualification (220,000) or only Group/Junior Cert or Inter – Cert (295,000). Clearly there is a virtual identity of interest between the objectives of maintaining economic growth and enhancing the skills of those workers who are often employed in increasingly vulnerable and declining sectors. They deserve better return on their contribution to the success of our economy through their productivity and acceptance of pay moderation in the past, than redundancy and being forced to compete at the lower end of the labour market for poor quality replacement jobs. Hence the objectives of economic prosperity and fairness in the labour market converge dramatically! What better instrument to address the challenge of reconciling the requirements of skills enhancement with daily production demands through imaginative combinations of incentives to both employers and workers linked to workplace agreement on release for training and support for tuition, than our Social Partnership model.


48. For the same reason the development of a matrix of support for childcare linking statutory paid parental leave, to tax relief linked to workplace agreements and community facilities, long a Trade Union aspiration for social and family reasons now become critical in the context of maintaining labour supply – again the economic and social converge – and what better model to meet the challenge than social partnership.


49. We need a far better balanced and far more strategic approach to public expenditure – which recognises not only the interdependence of various sectors of the economy but also sees the linkages between the social and economic aspects of Irish life. 


50. The social partnership process could play an important role in achieving that strategic balance. However, I am concerned that an uncritical over12 dependence on the free market paradigm will continue to restrict the potential of social partnership to address these longer-term issues in an appropriately balanced fashion. I do not believe that even if we can overcome the present impasse the two can coexist indefinitely but whatever about that - it is very clear that Social Partnership is not compatible with institutional inactivity to prevent a “race to the bottom” in a number of sectors. 

