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Summary- Irish Economic Policy and Economic Crisis. 1973-79

This thesis examines Irish economic policy in the period between the two oil shocks o f the 

1970s, 1973/74 and 1979/80 (hereafter the ‘inter-oil shock period’). Seeking to counter 

prevailing narratives o f Ireland’s relapse from sustained growth during the 1960s to the 

endemic unemployment and renewal o f  mass emigration during the 1980s, this study seeks 

to place the Irish econom y’s development in that interim period in the context o f  

fundamental changes in the international economy: from unprecedented international 

growth and full employment across W estern economies, which lasted from the early 1950s 

to approximately 1973, to the impact o f the First Oil Shock in 1973/74, which slowed 

world growth, and raised inflation, unemployment and balance o f  payments deficits. With 

the exhaustion o f  expansionary policies into heightened inflation, this saw the emergence 

o f a more cautious and competitive world economy as major economies prioritised 

counter-inflationary policy.

This was reinforced by the 1979/80 Second Oil Shock, which ended hopes for a sustained 

international recovery from the 1973/74 Shock. As an export-led economy, however, this 

recovery was important for Ireland, which emerged from the First Oil Shock in the grips o f 

multiple economic crises: near hyper-inflation, a crisis in the public finances, and a 

daunting unemployment crisis, heightened by rapid population growth from the 1960s. As 

a period in which hopes for a sustained, if  more cautious international recovery persisted, 

this thesis therefore seeks to examine Irish economic policy in this context o f these crises, 

and how the two Governments o f the period, the National Coalition and Fianna Fail, 

sought to overcome them while hopes for sustained recovery existed.

Research for this thesis was based on rigorous engagement with archival material, 

predominantly Irish and British State papers from the early 1960s to the early 1980s, as 

well as relevant collections o f personal papers. Besides a survey o f  official publications 

and periodicals o f the time, research was supplemented by a wide-ranging series o f 

interviews undertaken with figures active in Government, politics, trade unionism and 

economics during the period. This approach facilitated an analysis o f  the public policy 

issues and challenges o f  the time, and therefore the Governmental view o f Ireland’s relapse 

from 1960s growth to the recession o f  the 1980s.



The thesis is divided into three sections. Chapters 1 and 2 deal with trends in the 1960s 

Irish econom y, a tim e o f  rapid international growth, which it is argued through their 

inflationary m om entum  are vital to appreciating the challenges experienced during the 

1973-79 period. C hapter 1 deals with excessive trends in public finance during the 1960s, 

nam ely an unsustainable rise in public expenditure and developm ent o f  an excessive 

taxation burden. C hapter 2 then deals w ith the em ergence o f  rapid wage inflation during 

the period, inherent to the structures and dynam ics o f  Irish trade unionism , but which 

eroded Irish export com petitiveness throughout the 1960s and helped generate an 

inflationary crisis in 1970.

Chapters 3 to 5 then exam ine the budgetary, counter-inflationary and incom es policies o f  

the 1973-79 National C oalition and Fianna Fail adm inistrations, w ithin the context o f  the 

econom ic crises. C hapter 3 focuses on the initial Coalition response to the First Oil Shock, 

the em ergence o f  the m ultiple crises and the perceived role o f  public expenditure in 

helping curb inflation and therefore tackle these crises. C hapter 4 then looks at the 

C oalition’s unsuccessful efforts to co-opt trade unionism  to w age restraint to help curb 

inflation and enhance Irish com petitiveness. Chapter 5 focuses on the sim ilarly 

unsuccessful efforts o f  the 1977-79 Fianna Fail adm inistration, which m ade a five year 

drive for full em ploym ent its centrepiece, to co-opt trade unionism  to w age m oderation and 

therefore establish a consensus on econom ic recovery.

Finally, chapters 6 to 8 exam ine individual policy issues relevant to econom ic recovery 

during the inter-oil shock period; the Irish pound’s destabilising parity relationship w ith the 

British pound Sterling, a m ajor source o f  im ported inflation during the 1970s (chapter 6 ); 

the attraction o f  foreign investm ent, and the enforced replacem ent o f  a centrepiece o f  Irish 

inward investm ent policy, the Export Sales Relief, in 1973-78 (chapter 7); and given the 

Irish econom y’s heavy dependence on foreign investm ent, m easures to address the 

continuing weakness o f  dom estic enterprise, im portant in the context o f  the econom ic 

crises and the need to m axim ise econom ic growth (chapter 8 ).
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Introduction- Irish Econom ic Policy and Economic Crisis, 1973-79

In April 2009, at the start o f  the Irish economic crisis o f the late 2000s and 2010s, Labour 

Party leader Eamon Gilmore launched an attack on the stewardship o f the Irish economy 

by the then majority partner in Government, Fianna Fail. In power from 1997, Fianna Fail 

had overseen the final decade o f the Irish econom y’s unprecedented period o f  Celtic Tiger 

growth and prosperity. Running from the early 1990s, and brought to a halt by the world 

financial crisis that emerged in 2008, this period was unique in the economic history of the 

independent Irish State. Long characterised by economic underperformance, endemic 

unemployment, and a longstanding tradition o f  involuntary emigration, Ireland for the first 

time experienced sustained and rapid economic growth and full employment, both o f 

which had largely evaded it during the first seventy years o f  independence. From 2008, 

however, the Irish economy was restored to a position o f endemic unemployment, 

emigration, acute crisis in the public finances, and an unsustainable banking debt.

For the historian, what was significant about G ilm ore’s attack was the parallel he drew 

with the 1980s in Ireland, another decade o f mass unemployment, emigration and 

Exchequer indebtedness.' Gilmore remarked how this was the ‘second time in a 

generation... Fianna Fail have brought this country to bankruptcy’. He argued Fianna 

Fail’s supporters and members ‘may have swopped the mohair suits for Armani but they 

are the same bunch o f charlatans and cronies who take the profits and none o f the pain’: 

‘However, the same people will be asked to pay again. The people who left Ireland in their 

droves in the 1980s and came back during the boom o f the 1990s will pay again. The 

parents who waved them off and went home in tears will pay again. The people who lived 

through the 1980s and thought they had left all o f that behind will see their children 

graduate to unemployment. They placed their trust in Fianna Fail and they have been 

betrayed’.

G ilm ore’s remarks are an indication of the deeply ingrained nature o f a specific 

understanding o f the economic crisis of the 1980s, the only other comparable period of 

‘boom to bust’ in Irish economic history. That decade, like the late 2000s, also followed an

I'or a survey ol'the Irish economy during the 1980s, see National Kcononiic and Social Council. Sira legy /or Development- 1986-1990. 
Stationery OITice, Dublin. 1986; also the relevant Organisation for F:conomic Co-operation and Development surveys o f  the Irish 
economy (OLCD, Paris. 1982, 1983. 1985. 1987/88 and 1988/89)

 ̂ Dail Eireann. April 8"' 2009, Vol.680, col.29
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unprecedented, albeit milder, period o f  Irish economic growth. In the late 1950s Irish 

policy makers, most notably TK Whitaker, Secretary o f  the Department o f  Finance, and 

Fianna Fail Taoiseach Sean Lemass, oversaw a reorientation in economic policy from 

protectionism that by that time had exhausted itself in stagnant growth, living standards 

and employment opportunities, giving rise to mass emigration and a dwindling population. 

In its place Ireland instead adopted a free trade, export-led growth strategy, which entailed 

a shift from agriculture to industry; the attraction o f  foreign investment to help build up the 

Irish economy and domestic industrial expertise; and pursuit o f  EEC membership, realised 

in 1973. The success o f  this reorientation was striking. Sustained economic growth and 

inward investment followed during the 1960s; this was supplemented by enhanced living 

standards and employment opportunities, and greater confidence in the Irish economy, 

evident in falling emigration and population growth for the first time since the m id

nineteenth century.

Within two decades, however, the Irish economy suffered a relapse, comm only attributed 

to the Manifesto adopted by Fianna Fail for the 1977 General Election, and implemented in 

Government in 1977-79. Including tax cuts, abolition o f  domestic rates and motor tax, a 

£1.000 grant for first-time house-buyers, and financed by borrowing, critics viewed the 

platform as ‘g iveaw ay’ auction politics, designed to secure Fianna Fail’s election to 

office.^ An Irish Times verdict from the late 1990s termed it a ‘bargain basement approach 

to the electorate’, the ‘beginning o f  a slide... the governments o f  the 1980s tried to arrest 

with a growing sense o f  desperation as inllation rose and imports increased’.'* Labour and 

Fine Gael opponents o f  the time also later wrote o f ‘ten years o f  painful adjustm ent’,  ̂ and 

how  the Manifesto policies ‘postponed the emergence o f  the Celtic Tiger by at least 15 

years’ .̂

Ferriter added scholarly authority to this perception o f  short-term electoral motivation, 

noting how  economists o f  the period ‘were...  alarmed at the extent to which governm ents 

would not place the economic well-being o f  the country above party politics. Put more

^ O ' hl-.i(hir. B rendan. The B egrudger 's G u ide  to Irish  Politics. Poolbcg Press. D ublin .1986, p 173; A lso see M ichael M ills ' com m en ts 
abou t the “g iveaw ay p rom ises” o f  1977 in H alligan , H rendan, The Brendan C orish Sem inar P roceedings II" ' M arch 2006, Scathan  
Publications, D ublin , 2006, p. 16

“ M oderate, m odern ising  leader w ho m ain tained  a steady course in crisis” . The Irish  Times, O ctober 23 '’’ 1999

^ Q uinn, R uairi, S tra igh t l ^ f l -  /( Jo u rn ey  in Politics, l lo d e r H eadline Ireland, D ublin, 200.S, pp. 140-41

^ U ruton, ,lohn, "S o  m any Dail questions, no  one heeds answ er” . The Irish Times, Septem ber 25"' 2004
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crudely, they were accused o f  being prepared to risk national bankruptcy in order to buy 

votes, as happened when Fianna Fail won the last overall majority o f the twentieth century 

in 1977, promising a massive give-away which would have been deemed totally imprudent 

and unpatriotic by a previous generation’.̂

1970s economic po licy  an d  existing literature

This thesis, which concerns itse lf with Irish economic policy in 1973-79, argues this 

narrative o f  the 1980s does a disservice to our understanding o f the dynamics o f Irish 

economic development from the late 1950s on. In-depth studies o f public and economic 

policy during the 1970s are still in their infancy, understandable given the availability of 

that decade’s records only in the last ten years. Many o f the above references are 

consequently from journalistic histories or articles, relatively light on economic context or 

detail, and frequently concerned more with party political controversies and personalities. 

There are notable writings on aspects o f the 1970s, particularly by the near-contemporary 

Lee and Hardiman, but they likewise wrote in the absence o f  relevant archival material.** In 

terms o f scholarly works, and general survey works aside, the main archivally based 

economic histories o f  the independent Irish State extend only as far as the mid-196'3s at the 

latest, or the early 1970s in the case o f more specialist works. While many deal with the 

establishment o f  the late-1950s reorientation, few focus on its medium to long-term 

aftermath.'^

Existing literature therefore leaves unexamined the public policy trail o f how the Irish 

economy suffered its relapse from 1960s growth. By focusing on the 1970s, this thesis 

therefore aims to help address this shortcoming, by providing a more nuanced 

understanding, governmentally speaking, o f a clearly pivotal decade in recent Irish 

economic history. In doing so it seeks to build on Lee, who while echoing in part the 

criticisms o f the 1977 policies (an ‘unfortunate escapade in the history o f  economic

Ferriter. Diarmiild, The Transformalion o f  Ireland. 1900-2000. [’rofile Uooks, l.oiidon, 2005, p.669
g

Lee. .1.1, Ireland- Politics and Society. 1912-1985. Cambridge University Press, Cambridge, 1989: and Niamh H ardim an'sPa;'. Politics and
Irish Economic Performance. 1970-1987. Clarendon Press, Oxford. 1988 
9 .

G irvin 's Between two worlds: politics and economy in independent Ireland. O ' G rada's hislor>' o f  the Irish economy- A Reeky Road: 
the Irish Economy since the 1920s. and Irish Economic Growth. 1945-1988. University College Dublin, Dublin. 1993; Garvin's 
Preventing the Future: Why ll'as Ireland So Poor For So Long, and o f .1.1 Lee's seminal Ireland: Politics and  Society. 1912-, 985: The 
Irish Economy: Policy and Performance 1972-1981. an I:SR1 publication from 1982 jointly authored by Peter l?acon, .loe Dirkan and 
.lim O ' Lear> ; Kennedy, Kieran A. Economic Growth in Ireland: the experience since 1947. Gill and MacMillan, Dublin, 1975; Murphy, 
Gary, Economic Realignment and the politics o f  EEC Entry: Ireland. 1948-1972. Maunsel and Co, Dublin, 2003; Niamh 1 lardiman's 
Pay. Politics and Irish Economic Performance. /970-/9<S7, Clarendon Press, Oxford, 1988
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policy’) , a l s o  acknow ledged som e validity to the analysis behind the M anifesto, lack o f  

any ready alternative, and pointed to more fundamental issues at play. He wrote how its 

m ain author. Trinity College D ublin economist M artin O ’ D onoghue, ‘serves a useful 

function as a scapegoat in perm itting more fundamental questions about the capacity o f  

Irish decision-m aking processes to achieve a m ore viable econom y to be evaded’."

I ’his m ore nuanced understanding o f  the 1970s is proposed on the basis o f  rigorous and 

com prehensive engagem ent w ith the Government archival record, using m any sources 

previously untapped or underused, such as Irish and British state papers from  the 1960s to 

the 1980s, collections o f  private papers, both archival and in private hands, and Irish and 

international official publications and periodicals. A wide ranging series o f  interviews with 

key figures in Irish G overnm ent, party politics, trade unionism  and econom ics during the 

1960s and 1970s w ere also undertaken, which shed considerable light on the period and its 

archival records. This extensive research facilitated an in-depth understanding o f  1970s 

Irish econom ic policy, and the debates and issues that prevailed during that period.

Framework of Study- The world economy in the 1960s and 1970s 

I'he picture o f  the 1970s that em erged from this research is a com plex one. and requires 

som e elaboration to establish the precise approach o f this thesis; specifically, it seeks to 

deal with the econom ic policy o f  the period within a particular understanding o f  the 

developm ent o f  the Irish and international economies from the 1960s to the 1980s, a m atter 

relevant to the 1973-79 tim efram e. The international econom ies o f  the 1960s and 1980s 

into which Ireland w as integrated w ere like the Irish econom ies o f  those decades: greatly 

contrasting. Ireland’s econom ic reorientation in the late-1950s coincided w ith the golden 

age o f  post-w ar international grow th, twice the rate o f  1900-50.'^ This lasted from 

approxim ately 1950-73, entailed expansionary econom ic policies by W estern governm ents 

to m aintain high grow th and full employment, and generated buoyant international trade 

and external dem and, from  w hich Ireland’s export-led grow th strategy benefitted greatly in 

the 1960s.

Lee. J.I. Ireland- Politics and Society. 1912-1985. Cambridge University Press, Cambridge. 1989, p 496 

“  Ibid. pp.493/4

Pollard, Sidney, The International Econom y since 1945. Roilledge, London. 1997, p. 15
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This buoyancy came under increasing strain from the late 1960s, however, as the basis o f 

post-war economic policy, the Philips curve, was undermined; this had dictated a trade-off 

between unemployment and inflation i.e. high unemployment produced low inflation and 

vice versa. International inflation began to rise during the 1960s, while expansionary 

policies began to exhaust themselves into severe price instability.'^ This was reflected in 

the exhaustion o f a strong global upswing in 1972/73, after a 1970/71 downturn, irto 

heightened inflation.''^ Much o f  this was credited to the embedding o f an ‘inflationary 

psychology’ in Western economies, a product o f  the continuous experience o f  growth. The 

prevalence o f this psychology, lesser confidence in the sustainability o f economic growth, 

and hence a decline in investment, therefore encouraged a shift in international economic 

policy from the early 1970s, towards more cautious non-inflationary growth policies, 

which prioritised moderating inflation over maintaining high demand.

This shift was definitively reinforced by the impact o f the First Oil Shock (1973-75), the 

greatest crisis for the world economy since the 1930s, and which marked the end of the era 

o f rapid post-war growth. Sparked by Western support for Israel during the Yom Kippur 

war, this resulted in a fourfold rise in oil prices, the commodity that had underpinned the 

international boom; this brought world economic growth to a halt, raised inflation and 

unemployment, even in one-time full employment economies, and produced severe 

budgetary and balance o f payments deficits.'"^ This was accompanied by the emergence o f 

‘stagflation’ i.e. simultaneous high unemployment and inflation, which belied dominant 

economic theories; this led the Organisation for Economic Co-operation and Development 

(OECD) to advise a ‘moderate but sustained expansion initially less rapid than would 

otherwise be desirable, during which memories o f  recent inflation fade, and confidence in 

rising sales and employment is restored’.'^

OHCD. Economic Surveys- Denmark April 1977. pp.26/7 
14  , . . ,  ,

Commission ol the Huropcan Communities, Com(75) 341 final- Communication hy the Commission to the Council on Ecm om ic  
Policy'to he followed in 1975 and on the preparation of[m hlic budgets fo r  1976. Brussels. 2 July 1975. p.l

See Organisation for Economic Co-operation and Development, Towards Full Employment and Price Stability- Summary o f  a report 
to the OECD hy a group o f  independent experts. OliCD. Paris, 1977; Commission o f the European Communities, Com (75) "fl fina l'2  
Communication o f  the Commission to the C  ouncil Concerning the Adjustment o f  the Economic Policy Guidelines fo r 1975 a id  Proposal 
fo r  a Coimcil Decision- 17 March 1975
W akeman, Rosemary, ■' The (iolden age o f prosperity, 1953-73", in Themes in Modern European History since 1945. edited by 
Rosemary Wakeman, l.ondon, 2003, p.79 (for heightened unemployment figures)
See the Central Hank's observation o f stagnation in Central Hank o f  Ireland- Quarterly Bulletin- Autum n 1970. p. 16 
16  ,

Organisation for l-.conomic Co-operation and Development, Towards Full Employment and Price Slahilily- Summary o f  c report to 
the OECD by a group o f  independent experts. OECD, Paris, 1977, p 25
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Conscious o f  the effects o f  the 1972/73 upswing, what em erged w as a m uch slower 

growing w orld econom y, fo llow ing a steep international dow nturn  in 1974/75 in the 

afterm ath o f  the First Oil Shock, as larger econom ies prioritised counter-inflationary 

policy, and a m oderate recovery  from  1976.'^Average grow th in the volum e o f  world trade 

o f  10.1% in 1967-73 was halved  to 4.8% in 1974-79.'* This recovery  was short-lived, 

however, as the im pact o f  a Second Oil Shock in 1979-80, the Iranian Revolution and 

outbreak o f  the Iran-Iraq war, led to a further doubling o f  oil prices, further inflation, and 

even more restrictive counter-inflationary m easures, particularly in Ireland’s main export 

markets. This plunged the w orld  economy into another deep recession  that spanned the 

early years o f  the 1980s.''^

1960s growth and the Irish Economy, 1973-79

This thesis concerns itse lf w ith  the intersection o f  these international trends with the 1970s 

Irish econom y, and vitally, w hat is argued was Ireland’s strained transition, despite 

sustained grow th, to an export-led  growth strategy during the 1960s. W hile reorientation 

towards free trade and EEC m em bership  were the major public policy priorities in the 

1960s and early 1970s, it is contended in certain dom estic trends and attitudes during that 

tim e the Irish econom y experienced  problem s adjusting to the d isciplines and constraints 

com patible with balanced developm ent and export-led grow th w ithin a free trade 

dispensation, fhese  strains, wlhich reilect considerable continuity  in Ireland’s political 

econom y from the 1960s to th e  1980s, were largely sheltered by rapid international 

growth, but becam e so acute th ey  generated an inllationary crisis in 1970.

I'hese  1960s trends left the Irish  econom y vulnerable once the First Oil Shock hit in late- 

1973, and led to a slow dow n in  international growth. As a sm all, open export-led econom y, 

the Shock im pacted severely o n  Ireland, leading to the em ergence o f  several crises from 

la te -1974: a near hyper-in flationary  crisis; a substantial rise in unem ploym ent, intensified 

by rapid population grow th; and  a crisis in the public finances. Irish hopes for surm ounting

Central Dank o f  Ireland Oiiarlerly Bullelim- Geimhreadh 1976. p.31; N ational H conom ic and Social C ouncil, Prelude to Planning.
Stationery  O tilce , D ublin. 1977, p .54 
18

NAI D 'r 2010 /53 /684  N ational IJnderstancding and National I’ay Agreem ent, Table 5 to Sational Economic and  Social Council- Sole
on the Economy in 1980 and  1981- M ay 19810 
19

OFX'D , Economic S u n ’eys- Denmark J u ly  1980. p.47; Kramer. Ilelnuit. ' Ihe  Present State o f  the A ustrian  l-.conom y', and M cA leese. 
Dcrm ot, Ireland and A ustria; A C om parison  o f  A djustm ent S trategies', in M atthew s, A lan, and l:da  Sagarra  (eds.). Economic 
Performance in Two Small European Econonnies: Ireland and Ausiria Compared- Proceedings o f  the third Irish Symposium in Austrian 
Studies held in Trinity College Dublin 4"’-5"' March 1988. Departm enls o l 'lx o n o m ic s  and Cierman, Trin ity  C o llege D ublin, 1988, p. 15 
and p .27 respectively
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these crises ultimately rested on a sustained, export-led recovery in a newly cautious, more 

selective and consequently more competitive world economy; these hopes were ended, 

however, by the em ergence o f  the Second Oil Shock.

Against this understanding o f  the development o f the Irish and international economies 

from the 1960s to the 1980s, this study seeks to examine the period between the two oil 

shocks, 1973-79 (hereafter the ‘inter-oil shock period’), a time when excessive domestic 

trends were no longer sheltered by rapid international growth, and examine Irish economic 

policy accordingly, particularly those policies within the control o f a small open economy, 

fhese were years in which Ireland was beset by multiple crises, but hopes for a sustained if 

moderate international recovery existed; it is only within such a context i.e. one in which 

there was no expectation o f  a Second Oil Shock and further downturn, that 1970s 

economic policy can be properly understood and assessed. Taking heed o f  government, 

party and interest group politics, and wider social attitudes, it seeks to understand how Irish 

Governments and economic policy sought to meet the crises that followed the First Oil 

Shock, particularly in trying to re-harness the problematic 1960s trends in directions 

compatible with economic recovery.

After examining the genesis and nature o f these 1960s trends, several questions are 

therefore posed o f  Irish Government and economic policy during the inter-oil shock 

period. How did Irish policy makers seek to tackle the various economic crises after 1973? 

What were the main policy issues to be faced? What additional challenges or resistance did 

they experience in the formulation and implementation o f  these policy responses? And in 

the absence o f the Second Oil Shock, what were the prospects o f these policy responses in 

overcoming the crises? In posing these questions, this thesis employs a deliberate bias 

towards Government interaction with the non-agricultural, and particularly 

industrial/export sector o f the economy during the 1960s and 1970s. Given the nature o f 

the late 1950s reorientation, and as numerous sources testify, the Irish economy was reliant 

on this sector for the greater part o f  its economic, employment and income growth.^*^

See NAI DI-IN 2 0 01 /3 /1616  “ M em orandum  for the G overnm ent- P roposed program m e o f  activ ity  in connec tion  w ith industrial developm ent, 
30"' January  1968". p.4; S tew art, Terry, “ Ireland and the  European C om m unity - Progress in com m on or decline  together” , ir M iriam  lledcrm an  
(ed.), 7/;e C lash  o f  Ideas- E ssays in H onour o f  P a trick  Lynch. Gill and M acM illan , D ublin, 1988, p 148; N ational H conom icand Social C ouncil. 
I 'o lic ie s  fo r  Industria l D evelopm ent: C onclusions a n d  R ecom m endations. S ta tionery  O ffice , D u b lin ,1982, p .I ;  Industrial D tvelopm ent 
A utiiority , A n nua l R eport 1970 71. 1971, p, 15; Provisional U nited Trade U nion O rgan isation , P lann ing  h u l l  E m ploym ent- /. Trade Union  
A pproach. Irish Printers Ltd, Dublin, 1956, p.23; N ational l-xonom ic and Social C ouncil, A n A pproach  to  S o c ia l Policy. S ta ione ry  OtTice, 
D ublin, 1975, p .63; K illeen, M,l. 'l-xonom ic  G row th Through Industrial D ev elo p m en t', A dm inistra tion . V ol.20, Np. I (Sprin> 1972), pp. 1 1-13
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In exam ining these G overnm ent efforts at crisis resolution, this thesis is divided into eight 

chapters. For prelim inary purposes, the first tw o chapters focus on the stresses within the 

1960s Irish econom y, inflationary in nature, and which contributed to Ireland’s inflationary 

crisis in 1970. Chapters three to five then exam ine the budgetary, counter-inflationary and 

incom es policies o f  the National Coalition (1973-77) and Fianna Fail (1977-79) 

G overnm ents follow ing the First Oil Shock. Finally, chapters six to  eight are concerned 

with specific policy areas relevant to Governm ent efforts at econom ic recovery betw een 

1973 and 1979: exchange rate policy; the attraction o f foreign investm ent; and the 

strengthening o f  dom estic enterprise.

As suggested, the picture o f  the 1970s Irish econom y that em erges is a highly complex 

one. It ultim ately raises questions about the transition to export-led growth from the late 

1950s, and appreciation o f  the constraints imposed on the Irish econom y in pursuing such a 

growth strategy, particularly at a tim e o f  m ajor upheaval in the international economy. 

I 'here  will be several overarching them es relevant to the overall interpretation o f  the 

period. In 1990 the N ational Econom ic and Social Council w rote how  the lesson o f  the

period since 1970 was that 'm acroeconom ic stability and consensus in the developm ent o f
21incom es is vital to support econom ic progress in a small open econom y’. N either o f  these 

elem ents w as present during the period o f  this study.

Instead 1960s growth, and the required adaptation to free trade, appears to have been 

m ishandled by political elites, with an electorally m otivated raising o f  expectations, 

m uddying o f  the relationship  betw een elTort and reward, and generation o f  distributional 

tensions. T ogether w ith externally induced instability, this helped underm ine both 

m acroeconom ic stability and the hopes for consensus on incom e developm ents; the latter 

was a prospect already lessened by w eak institutional structures, inflationary in 

them selves, in a key interest group, Irish trade unionism. Helping precipitate the 

inflationary crisis o f  1970, the legacies o f  these different factors were in turn prom inent in 

influencing both the severity  o f  the crises that confronted Irish policy m akers in the in ter

oil shock period, a tim e o f  intense international instability, and the difficulties they 

encountered in attem pting to resolve them  after 1975.

N ational H cononiic and Social C ouncil, A S tm teg y-fu r  the Kinelies: Econom ic S tu h ilily  a n d  S tructu ra l C hange. S ta tionery  O ftlce , 
D ublin. 1990, p,77
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Chapter 1- The 1970 Inflationary Crisis, and Trends in 
Public Finance, 1961-73

watch to Dr. Rymlere, and w^tt havt you mu in m  time . .

(Dublin Opinion, April 1963)
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Chapter I- The 1970 Inflationary Crisis and Trends in Irish Public Finance, 1961-73

l  able 1- The Trend o f Consumer Prices in USA. EEC and Applicant Countries 1967-1972
( s o u r c e -  NAI DT 2003/ I 6/35 4 . A ppendix  1 (p .8) to "M em orandum  on Inflation  for the Inl'orm ation o f  the G overnm ent, 2 P ‘ 
N ovem ber 1972” )_______________________________________________________________________________ ___________ ______________ __________

USA Germ any France Italy Netherlands Belgium UK Denmark Ireland
1967 2.8 1.5 2.7 3.2 3.4 2.5 2.5 6.8 3.1
1968 4.1 1.8 4.5 1.4 3.7 2.7 4.7 8.7 4.7
1969 5.5 2.7 6.4 2.6 7.5 3.8 5.4 4.4 7.4
1970 5.8 3.8 5.5 4.9 4.4 3.9 6.4 5.6 8.2
1971 4.3 5.1 5.6 4.9 7.6 4.4 9.5 6.0 9.0
1972- I 3.5 5.5 5.7 4.8 8.1 5.2 7.9 6.4 9.3
II 3.2 5.1 5.5 5.0 8.1 4.9 6.2 6.3 8.0
Aug 2.9 5.7 6.1 6.0 7.2 5.4 6.6 6.5 8.9
Average
Annual
Increase
1966-71 4.5 3.0 4.9 3.4 5.3 3.5 5.7 6.3 6.5
1969-71 5.1 4.5 5.6 4.9 6.1 3.9 7.9 5.8 8.6

The Irish economy’s strained development during the 1960s was indicated by an 

inflationary crisis it experienced at the culmination o f  that decade in 1970. Marking 

Ireland’s first full decade o f reorientation towards free trade, this crisis was viewed by Irish 

policy makers as threatening the basis o f  economic growth; this arose from the importance 

o f price stability and international competitiveness to an export and foreign investment-led 

growth strategy. The crisis followed a faltering o f the Irish economy towards the end o f  the 

1960s. As can be seen in Table 1, Irish inflation began to accelerate from 1969, and 

ominously for export-led growth was by far the highest in Western Europe by the early 

1970s. This accelerating inflation was accompanied by a slowing o f economic growth, 

from 7% in 1968 to 4% in 1969, and 0% in 1970. There was also a decline in exports, a 

rise in industrial unrest, while in this increasingly unstable environment foreign 

enterprises, major drivers o f 1960s growth, also reportedly began to reconsider their plans 

for investment in Ireland.'

I'he danger posed by the crisis was adverted to by Fianna Fail faoiseach Jack Lynch, who 

warned in October 1970 trends threatened to ‘undermine the very fabric o f  our commercial 

expansion’.̂  A draft document by the tripartite advisory body the National Industrial 

Economic Council (NIEC) was even graver in its language. It warned growth had become

 ̂ NAI DKN TliM l’ 2001/50/446. "N ational hidustrial H eonom ic C ouncil- ( ien e ra l Purposes C om m ittee- M inutes o f  191" M eeting  (16"' 
•luly 1970)” . p.2
■NAI  o r  2001 /6 /281 . "A ddress b> the Taoiseach. M r .1 Lynch. I'D. at A nnual M eeting  and D inner of' Ireland- US C ouncil I'or 
C om m erce and Industry, N ew  York. I'riday, 23 '“' O c to b er 1970", p.9
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‘increasingly unstable’, output, employment and living standards depending ‘more and 

more on large injections o f purchasing power into the economy... rising Government 

expenditure that is difficult to sustain... progressively greater deficits in the balance o f 

payments and greater deficits in the balance o f payments and greater foreign borrowing’. 

Accompanied by ‘inflation, industrial unrest and social tension’, such developments could 

not lead to the ‘achievement o f  economic and social objectives’: ‘Inevitably, with the 

collapse o f its insecure foundations, this growth must come to an end’.̂

Economic management, rising expectations and distributional conflict 

I'he first two chapters o f this thesis seek to offer an understanding o f  the factors that 

contributed to the development o f  this crisis for Irish economic development in 1970; these 

factors, inflationary in nature, are in turn central to appreciating the challenges that faced 

Irish policy makers in the inter-oil shock period. The first decade o f export led growth 

handed a legacy o f inflationary pressures to 1970s policy makers, which reflected 

inconsistent claims on Irish output. Two o f these influences, rising aspirations in Irish 

society and the failed management of distributional contlict, were clear in the trend of 

public finance during the 196(3s, the concern o f this chapter, and the area over which Irish 

Governments wielded most influence. The decade itself ended with an unsustainable rise in 

public expenditure, continuing demands for State spending, and development o f a resulting 

tax burden which bred resentm ent and tension within the Irish economy, while eroding 

economic incentives and competitiveness.

In one respect rising expectations or aspirations, especially in living standards or levels of 

public services, were inevitable within the 1960s Irish economy. This was linked to the 

rapid growth o f the period, with the emergence o f Ireland’s export-led growth strategy at a 

time o f unprecedented and sustained international growth; as 1969’s Third Programme 

remarked, standards o f ‘norm al’ economic growth and expectations for the future were ‘set 

by reference to achievements that are historically exceptional’.'* Against this backdrop 

contemporary publications referred to how Ireland’s economic system, living standards 

and level o f social provision became accustomed to continuous economic grow'th.'’ A 

senior Department o f Finance official of the period recalled how the 1960s brought its own

^ NAI D H N TEM P 2001/50 /446 . D raft- N ationa l Industrial liconom ic Council- G eneral Purposes C om m ittee- M easures to  C ontrol 
In llation , 18 A ugust I970", p 8
4

Third  P rogram m e- E conom ic a n d  S o c ia l I 'levelopmenl. l ‘J69-72. Stationery (Jl'fiee, D ublin, 196*'. p p .5/6 

 ̂ E conom ic  a n d  So c ia l D evelopm ent. I976-H 980. S tationery Office. Dublin, p .9
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momentum, an ‘expectation the good times would last forever’, that there would be an 

‘automatic increase in wealth annually’.'* Observers o f the time, however, also argued that 

the nature o f the growth that gave rise to such expectations, besides the strength o f external 

demand, was problematic in its own right. Observing the emergence o f inflation during the 

1960s, the Central B ank's Michael Casey asked in 1976 whether Ireland’s excessive 

aspirations might ironically have been due to the fact that 1960s growth, after the near

depression in the 1950s, perhaps occurred ‘too easily’ i.e. mainly through foreign 

investment and expansion o f  the public capital programme, ‘without any major effort on 

the part o f the com munity’.̂

Economic Developm ent an d  the role of public expenditure

Table 2: Gross national product in $ per capita 1972 (source: N ational H conom ic and Social C ouncil, A n
A pproach  lo So c ia l Policy. Slationcr>' O ffice. D ublin. 1975, p .5 l)_________ ___________________ _______________________________________

Ireland Belgium G erm an y France Italy L ux em bourg N etherlands UK D enm ark
Gross
national
product
in $ per
capita
1972

1,777 3,350 3,868 3,504 2,005 3,431 3,193 2,673 3,844

Despite these rising expectations, however, use o f public expenditure to aid immediate 

rises in living standards was contrary to the public finance profile adopted by the economic 

development programmes o f the late 1950s and early to mid 1960s. Public expenditure was 

viewed as having a major role in the economic reorientation o f the late 1950s, which 

sought to build up the underdeveloped Irish economy and support employment levels and 

living standards comparable to other Western economies; even in the early 1970s, Irish 

Gross National Product (GNP) per head o f population was half the EEC average, and two- 

thirds that o f Britain (Table 2). To help advance these objectives, the State adopted an 

enhanced role in economic development, particularly through conscious use o f public 

expenditure, specifically capital (i.e. investment) rather than current (e.g. social services) 

expenditure, for national development purposes. This focus, on fostering an ideal 

environment for private enterprise within a competitive free trade climate, particularly by 

way o f low taxation, had restraining implications for social policy.

6
C roniien interview

^ “The Ix o n o n iic  S ituation- Talk given by Dr M G C asey , M anager, Ix o n o m ic  AITairs, E-conomic A ffairs, D epartm ent, Central Bank of' 
freland, to IPA C onference  for C ountry  and C ity M anagers and C ounty  and C ity  lingineers. G alw ay, I D ecem ber 1976 ", in C entral 
Bank o f  Ire land  O iiarlerly  Biillelin- G eim hreadh 1976. p .73
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I'K  W hitaker’s Economic Development and subsequent programmes for economic 

expansion, in what represented t he public service view throughout the 1960s and 1970s, 

therefore prioritised productive expenditure for industrial and agricultural development, 

particularly for export, to promo>te economic growth and development, rather than provide 

‘welfare services for home consiumption’. Whitaker explained that economic expansion, 

rising incomes, and growing dem and for goods and services would lead to automatic 

opportunities for sustainable em ployment, making possible a ‘progressive improvement in

social am enities... without unduie strain on the economy’ i.e. through heavy taxation,
8 *viewed as inimical to economic development. Provision of full productive employment

and rising living standards were emphasised at Government and official level as the 

primary social objective; devotion of limited resources to economic development 

conflicted with immediate improvements in social services.^

In keeping with the State’s enhainced role the period 1961-73 saw a rise in the level o f 

public expenditure from 28.2% (of Gross National Product (GNP) to 40.7%,'** while public 

sector current and capital expentdit un; rose from £212m to £ l,126m ."  Ireland’s rising level 

o f expenditure was common to (OI X’D economies at this time,'^ with a dominant economic 

ideology conferring a leading ro'le on Government in attaining economic and social 

objectives.'^ Table 3 places Irish public expenditure in the EEC context in 1966-73. Both 

the steepness o f the Irish rise, how ever, and implications o f the dominant ideology 

inherited from more developed Wiestern economies, suggested a break with the intended 

expenditure approach. The Irish rate of increase in public expenditure, albeit from a lower 

base, annually outstripped the increase in national resources; expenditure rose at an 

average annual rate o f  14.9%, com pared with average GNP growth o f 12.2%.'''

g
E conom ic D evelopm ent. S tationer)'O IITce, Duibliin. 1958, p.3

9
NAI DI-IN 2001 /3 /1468 . “Social D evelopm cnit", |p,2; also Third Programme- Econom ic j n d  S o c ia l D evelopm ent. 1969-72. S ta tionery  

OtTice. D ublin. 1969. p. 17, w hich stressed  '■Ixomomiie and social objectives often com pete w ith each  other, particularly  in the short terni 
R esources a llo tted  to one aim  arc not available  Ko piromote the other The slow er the rate o f econom ic  grow th , the sm aller the resources 
w hich can be put aside for social advances. M amy dlesirable social objectives may have to be deferred , therel'ore, until increased m aterial 
prosperity  m akes them  possible. If  social im pro 'vem ients are soughi at a faster pace than justified by availab le  resources, further 
developm ent, both econom ic and social, will be ret;arded' -

A ppendix to NAI DI'IN  F22/22/75 , "M em oriandium  for the (lovcrnm ent (O fllce o f  the M inister for F inance)- Inllation and Public 
Policy, 1 9 " 'M ay 1975”

ILl IM A B rendan C'orish Papers Box 2, "R epiort to the Tanaiste on 1 conom ic Strategy and P lanning- Prepared by Tony B row ne. N iall 
G reene, F lo r O ' M ahony. N icholas S im m s-28"* Auigust 1973” . p 24

See O rgan isation  for Econom ic C o-operationi anid Developm ent Expendiliire Trends in O EC D  C ountries. 1960-1980. OE-CD. Paris, 
1972; also R oubini, Nouriel, .leflrey Sachs, Sepipa lllonkapohka, and Daniel Cohen, 'G overnm ent S pend ing  and B udget D eficits in the 
Industrial C o u n trie s ', in E conom ic  Policy, V o l.4 , Nio.8 (April 1989). p 100

N ational Ix o n o m ic  and Social C ouncil, Irishi Soicicil Policies: P noruies f o r  future deveiopm eni. S tationery O ffice. D ublin. 1981. p .28
14

ILl IM A B rendan C orish Papers B ox 2, “ Repiort to the Tanaiste on I'conom ic Strategy and P lanning- Prepared by I'ony B row ne, Niall 
Cireene, Flor O ' M ahony, N icholas Sim m s- 28"' Auigust 1973 '. p.24
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Table 3: Change in aggreaate general Government Expenditure as a percentage o f gross
national product at market prices in EEC, 1966-73 (source: Commission o fih e  Huropean Communities.
Com(74) 450 fina l- Communication from the Commission to the Council concerning the adjustment o f  the Economic Policy' Guidelines 
for 1974- Brussels. 27 March 1974, p.25)____________ _________________________ _________________________ ______________________

Country Average 1966- 
1971

1971 1972 1973

Germany 38.2 39.2 40.2 40.8
France 37.2 38.0 37.9 38.0
Italy 36.0 39.1 41.3 41.1
Netherlands 43.5 46.6 45.3 47.1
Belgium 36.0 39.7 41.5 41.7
Luxembourg 36.0 37.4 40.2 38.9
United
Kingdom

- 38.7 40.3 40.6

Denmark 36.2 41.5 41.6 41.1
Ireland 37.3 39.2 39.7 40.5

On a comparative basis, the Irish increase was exceeded only by Denmark, which rose 

from 25% in 1960 to 42% in 1972.' *' To take some o f the major economies o f the wider 

OECD as examples, the percentage o f GDP represented by public expenditure in 1950 and 

1973 respectively were- France (27.6 and 38.5); Germany (30.4 and 41.5); Japan (19.8 and 

22.4); Netherlands (26.8 and 45.8); UK (34.2 and 40.6); US (22.5 and 36.6); and Italy 

(30.3 and 37.8)."’ Increases in productive expenditure o f  course accounted for part o f the 

Irish rise. This increased 7.5 times between the early 1960s and 1970s, while State grants 

to industry, important in attracting foreign investment and stimulating export growth, and 

investment in industrial State bodies, were 24 times their 1960/61 level.’’ Capital 

expenditure rose as a percentage o f  GNP from 6.9% in the late 1950s to 12.3%) a decade 

later (£42m to £160m).'** Use o f fiscal instruments was estimated to have contributed to 

almost half the overall growth in the Irish economy during the 1960s.'^

Rise in Currcnl Expenditure

This increased productive outlay, however, was accompanied by a comparable increase in 

current expenditure (goods, services, transfers), which rose to seven times its 1960 level.

The rale of'increase was exceeded, however, in Denmark, in which public expenditure's share o f  GDP rose from 25% in I960 to 42%  
by 1972 (compared to 27 lo 38% in Ireland)- Kennedy. Kieran Am “Impressions o f  a Visit to Denmark”, in Central Dank O uanerly  
Hiilletin. Fomhar 1975. p. 100

Roubini. Noiiriel. .ieffrey Sachs, Seppo tionkapohka, and [)anic! Cohen. 'Government Spending and l?udget Dellcits in the Industrial 
Countries” , in Economic Policy. Vol.4, No,8 (April 1989), p, 101 

NAI D 'f 2005/7/260, "Control o f  Public F:xpenditure”

OECD Economic Surveys- Ireland- March 1971. p.3 1
19

Norton, Desmond AG, 'I'iscal Policy: A Long View ', Adniinisiraiion. Vol.23, no.2 (1975), pp. 194/5
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Current expenditure’ s growth exceeded that o f GNP for each financial year during the

1960s (Table 4), while its share o f GNP rose from 21% in 1960/61 to 30% in 1973/74,
20when it reached £796m. Besides debt service, this rise was represented by enhanced 

expenditure on social services, such as social welfare, health and education; the expansion 

o f the State, and the labour intensive nature o f many o f these services, meanwhile led to an 

increased public sector workforce and pay b ill, which in tending to rise faster than inflation 

contributed further to the rise (Table 5).^'

Table 4 : The Growth o f Current Expenditure 1960/ 61- 1969/70 (source: n a i d /i in  2004/4/ 103.
Some Comments on the Hudgetary Process. March 1970 (Cl I Murra>)'

GNP (market 
prices)

Current
Government
Expenditure

£m Index o f 
growth (Base 
1960=100)

% change on
preceding
year

£ (000) hidex o f 
growth (Base 
1960/61 100)

% change on
preceding
year

1960/61 675.5 100 - 139,565 100 -

1961/62 726.2 107.5 7.5 152,393 109 9.2
1962/63 782.6 115.9 7.8 168,335 121 10.5
1963/64 838.2 124.1 7.1 186,638 134 10.9
1964/65 949.8 140.6 13.3 222,011 159 19.0
1965/66 1018.1 150.7 7.2 248.542 178 12.0
1966/67 1070.6 158.5 5.2 272,051 195 9.5
1967/68 1158.5 171.5 8.2 305,621 219 12.3
1968/69 1288.0 190.7 11.2 353.849 254 15.8
1969/70 1444.0 213.8 12.1 414,767 297 17.2

Table 5: Numbers in Public Service, 1960 and 1975 (source: n a i  d r 2006/ 133/393. -Note tor laoiseach-
“ Proposed Green Paper on the Economy" 9"' September 1976")_________________________________________________________________

1960 1975
C iv il Service* 41.662 57,938
Defence Forces 9,087 11,602
Gardai 6,609 8,215
Teachers 18.927 31,500
Health Boards - 29,173
Local Authorities 46.721 31,692
State Spon Bodies Approx 60,000 67,000
Other Health Employees ApDrox 10,000 17.539

193,006 254,659

N AI DT 2005/7/476. “ Memorandum for the Government- Budgets for 1975 and later years. 29"' May 1974” . p.3; N A I D 'f 
2004/21/697. "Secret: Memorandum for the Information o f  the Ciovernment- The Irish fax System. 25"' September 1973” , 
p .l3

N A I DT 2005/151/555. “ Dermot N a lly  note for Taoiscach. "Causes and l-fl'ects o f  Inflation in Ireland". lO"' October 1975". p.2
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rh is  rise in current expenditure was influenced by several factors. With demographic 

change in 1960s Ireland, such as a rapid population increase and falling emigration in 

response to economic growth, some o f the rise was inevitable. Industrialisation, with its 

socially uprooting migration from rural to urban areas necessitated expenditure increases; 

transition to an urban, industrial economy created problems and dependencies no longer 

adequately catered for by family or local communities; this increased demand for 

housing, welfare, and education and health services.^^ Ireland’s high ‘dependency ratio’ 

was also a factor: the ratio o f economically active to dependents i.e. 0-14 and 64+ as a 

percentage o f  the 15-64 age group. In the mid-1970s Ireland’s ratio was 73.4, compared 

with between 50 and 60 for the rest o f  the EEC-9.

Primary influences on this current expenditure growth, however, appear to have been 

rooted in the rising demands o f Government Departments and the Irish public, which were 

in turn facilitated by the fact economic growth enabled public authorities to acquire the 

necessary resources to enhance collective services.^*' Government departments, if not the

Department o f  Finance, embraced increased interventionism in social as well as economic
26areas. Furtherance o f the public interest was equated with more and better services, with 

Departments having a strong spending mindset and a tendency to solve problems by selling
27up a new body or institution. Leading civil servant Dermot Nally briefed Taoiseach Liam 

Cosgrave in 1975 that it was in the nature o f public servants to ‘seek to do whatever they 

are at in a better and more comprehensive w ay’; this was not counterbalanced like in 

private industry by the need for profitability, inevitably leading to ‘expansion o f almost 

every public organisation, irrespective o f  utility’.̂ *

This Departmental mindset appeared unrelated to resource availability; this was reflected 

in a 1980 Finance complaint that ‘some departm ents... seem to think... the volume o f

N ational liconon iic  and Social C ouncil, Irish S o c ia l Policies: P riorities  fo r  fum re  developm ent. S tationery OtTice, Dublin, 1981, p .27;
also  see l?ruton, .lohn, '[ ’olitics: Real Issues o r M ock B attles? ', The Furrow. V ol.37, No.4 (A pril 1986), p.215

NAI OFIN 2003 /20 /85 , "Report o f  the In terdepartm ental C om m ittee  on Social D evelopm ent” , para.5 .4 , and N ational E conom ic and
Social C ouncil, Irish So c ia l Policies: P riorities  fo r  fu ture  developm ent. S ta tionery  O ffice, D ublin, 1 981, p .28 
24

NAI D I 2006/133 /586 , " I ripartite  C onference on  M onday, 27 Sep tem ber 1976- S peaking  N otes for M inister- A genda Item I: 
E conom ic P rospects” , p .5
B elgium  w as 57.7. D enm ark 55 8, France 60.3, G erm any  57.2 , Italy 51.7 (referring  to 1 1-64 age group). L uxem bourg  50.6, N etherlands 
58.5 and U nited K ingdom  59.7

N ational L conom ic and Social C ouncil, Irish S o c ia l Policies: P riorities  fo r  fu ture  developm ent, S ta tio n c ry O ffice , Dublin, 1981, p .27

N ational liconom ic  and Social C ouncil, R eport on  P ublic Expenditure. S ta tionery  O ffice, Dublin, 1976, p.27
27  ,  . . .
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public services m ust be m aintained regardless o f  how  our econom ic circum stances- 

particularly inflation- change. They seem also to th in k ... every problem  that arises can be
29solved by further increases in public expenditure’. Departmental com petition for 

increased budgetary allocations was also at work. A larger budget increased a 

D epartm ent’s ‘pow er and effectiveness as it sees it’, opening up new opportunities for 

prom otion and jo b  security’.̂ ** As F inance’s TK W hitaker asked in 1953, ‘how  many 

ingenious ideas are born m erely o f  a subconscious desire to justify  a D epartm ent’s 

ex istence?’^'

C rucially, this resource availability and Departm ental pressure interacted during the 1960s 

with high public dem and for increased expenditure, particularly social services, and a m ore 

com petitive electoral environm ent. W ith the em ergence o f  growth and rising expectations, 

an ‘insatiable’ public hunger for new  and im proved services was identified during the
'K ')1960s and 1970s, som e o f  which was traditional in Ireland, courtesy o f  B rita in’s, and 

later the E E C ’s ‘dem onstration effect’. Kennedy noted how Ireland by reason o f  its 

location and history aspired to living standards greater than it could afford for all; 

insufficient em ploym ent was coupled with high expectations about the standard o f  living 

that should exist in Ireland.^'^

FitzG erald also noted in 1976 how' ‘proxim ity to and wide knowledge o f  the United 

Kingdom  tends to result in a dem and for at least the living standards that exist there’, 

w ithout ‘apparently increasing appreciation o f  the need for greater individual and 

collective effo rt’ .̂ '* The experience and expectation o f  sustained growth was m eanw hile 

said to create and fuel im pressions o f  further needs, raising expectations o f  further growth
"I c

before it was realised. ‘ This public tendency led to official reluctance to publish social 

developm ent program m es, for fear o f  raising ‘undue expectations’ and pressures for social

NAI D T 2010/53/681, “Secret- Memorandum for Government- Review o f Hxpenditure 1980, 3"' ,l»ly 1980", p.4 

National Economic and Social Council, Report on Public Expenditure. Stationery Office, Dublin, 1976, p.27
31

Whitaker, TK, The Finance A ttitude', Administration, 1953. p.64

National Hconomic and Social Council. Report on Public Expenditure. Stationery Office, Dublin, 1976, p.27

Kennedy, Kieran A, “Job Creation since the Foundation o f  the State", in Industrial Development and Job Creation- ICTU Sumnier 
Course 77, University College Galway ! I-15 July  !977. p 19 
34

NAI DT 2006/133/318, "M inister for Foreign A llairs- Memorandum for Discussion by Cabinet Sub-Conimittee on the Econoniy- 
"Planning and Policy” , 25"' May 1976” , p.6
Also sec O ' Hearn, Denis, ' The Irish Case o f  Dependency: An Exception to the Exceptions’’ ’, American Sociological Review. Vol.54, 
No.4 (August 1989), p.590

NAI DT 2006/133/318, “Minister for Foreign .M'fairs- Memorandum for Discussion by Cabinet Sub-Committee on the Economy- 
“Planning and Policy” , 25"' May 1976”, p.6
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improvements ‘not feasible by reason o f  constraint on resources’. T h i s  was in contrast to 

Taoiseach Sean Lemass, who proposed a social programme, hoping it might ‘promote 

understanding o f the links’ between economic and social development, and appreciation o f 

their possibilities and limitations.

The Rise in Public Expenditure and Irish Electoral Com petition

It is important to consider that pressures for enhanced public services interacted with Irish 

party politics at a time o f more intense electoral competition in Ireland. In the 1990s NESC 

wrote how economic success rested on strategic, long-term and mutually consistent 

approaches by policy makers, citing areas such as taxation and exchange rate policy: 

‘Opportunist behaviour in either sphere can damage economic performance directly. In 

addition, short-term or narrow action in one sphere tends to prompt similar responses in the 

other area. A key requirement o f national strategy is to adopt an approach which ensures a 

long-term orientation o f both public policy and private economic actors, and which 

achieves consistency between the tw o’.̂  ̂ It can be argued, however, that in a climate o f 

enhanced electoral competition, political elites instead encouraged short-termism and high 

expectations through ad-hoc policy making.

An urbanising economy weakened the traditional rural-based loyalties o f civil war politics, 

with a shift in competition to a greater number o f ‘floating voters’. T h e  emergence o f 

sustained growth meant there was greater emphasis on how the fruits o f growth were used, 

notably on the part o f the Fine Gael and Labour opposition,'^'’ especially as the new 

affluence co-existed with persisting poverty in 1960s Ireland, recognised by officials as a 

subject o f public disquiet."" General awareness o f economic and social issues meant 

expenditure programmes became effective methods o f attracting political support; Walsh 

noted a climate o f opinion in which it ‘seemed progressive to identify an unmet need and 

to demand with indignation... the State spend money on it. Politicians responded to this by

NAI D I'IN  2003 /20 /85 , "N ote o t'm ee tin g  o f  Secretaries o f  D epartm ents lield on 19 M ay 1972 to discuss report on  Social 
D evelopm ent", p. I

NAI D  T S17678/95 , "Sean  l.em ass note for A ssistant Secretary , D epartm ent o l'lh e  Taoiseach, 14"' Sep tem ber 1964”

N ational Exononiic and Social C ouncil, S tra tegy  into the I ! ’" C entury. S tationery  O U lce, Dublin, 1996, p .26
39

N ational licononiic  and Social C ouncil, R eport on P ublic Expenditure. S tationery  O lfiee , D ublin, 1976, p .26
40

I’ur,seil, N iam h, ""Political and party  com petition  in post-w ar Ireland ", in G irv in , B rian and Ciary M urphy (eds). The I.ema.'is Era- 
Politic.% a n d  S oc ie ty  in the Ireland  o f  Sean  Lemass. U niversity  C ollege Dublin Press, [Dublin. 2006, p .25 
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49com peting in their prom ises to spend m oney’. Barry also rem arked how  all politicians 

were ‘constra ined ... by the need to retain the support o f  the electorate and o f  a tim e- 

varying com bination o f  sectional interests and swing vo ters’."*̂

Ireland’s proportional representation electoral system , as K ingston noted, therefore 

produced politicians and Cabinets inadequate to resist the natural civil service thrust to
44expanding the role o f  the State. This was also reflected in com petition betw een M inisters, 

with the institutional fram ework in w hich they operated given new  visibility by econom ic 

program ming."'”' M inisters tended to be judged  by the new services they succeeded in 

providing, and existing services they extended, especially  in the increasingly m edia 

conscious 1960s."^^’ RTE observed in 1967 how  there was ‘no doubt but a M inister who 

spends m ore m oney increases his popularity directly thereby’.'̂ ’ V itally, as the National 

Econom ic and Social Council observed in 1976, this overall trend was unaccom panied by 

any sustained G overnm ent effort to relate im provem ents in public services or their benefits
48to their taxation requirem ents; a perception arose that public services w ere ‘free’.

This short-term ist approach to policy m aking could also be seen as im pacting on vested or 

special interest groups, w hich governm ents sought to co-opt into the econom ic planning 

fram ew ork. I'hese groups also influenced the rise in expenditure, particularly in the context 

o f  a com petitive electoral environm ent. FitzG erald noted the em ergence o f  interest groups 

during the 1960s, m any seeking to ‘gain a share o f  the benefits o f  grow th w ithout being too
49concerned with ensu ring ... continuation and acceleration o f  the rate o f  advance’.

G enerally representing producers rather than consum ers, the pressures they brought to bear 

were particularly strong where they represented high earning or educated groups, or whose

42
W alsh. B rendan, "T he G row th  o f  G overnm ent", In Ire land  in Transition, ed ited  by K ieran A K ennedy, M ercier Press, Cork, 1986, 

p 65; also see  N ational Heonom ie and Social C ouncil, Irish So c ia l P olicies: P rio rities  fo r  fu ture  developm ent. S tationery  OfTice, Dublin, 
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43
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44
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45
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Expenditure. S tationery  OITice, 1976, p.27
48
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capacity to disrupt the economy was great;^** any downward revisions o f expenditure ran 

the risk o f incurring their wrath. hi terms o f  the co-option o f certain groups, governments 

were therefore compelled to assume expenditure liabilities greater than desired.

Economic Planning and public expenditure control

These pressures meanwhile took place within an environment o f less than effective 

expenditure control, and a somewhat predictable breakdown o f economic planning. 

Whitaker noted in 1972 ‘some incompatibility between the need o f politicians to retain the 

support and attention o f the voting public and strict adherence for several years to an 

unchanging set o f policy proposals’; plans were ‘exposed to the risk o f surprise 

introduction- by the planners themselves- o f  new and usually expensive schemes’.' This 

served to undermine the planning o f the period, depriving policy o f overall goals and 

objectives by which expenditure decisions could be guided or policed; NESC later credited 

this increasingly ad-hoc form o f policy making with further facilitating the disorderly rise 

in expenditure.'^^

This was reflected in the quiet abandonment o f the Second Programme fo r  Economic 

Expansion, intended to cover the period 1964-70, in the m id-19 6 0 s ,a n d  the Third 

Programme (1969-72), within barely a year o f publication.*’'̂  The lesser control or analysis 

o f  public expenditure was reinforced by undeveloped parliamentary or institutional means 

o f  examining public expenditure and the policies to which it was directed. Informed public 

discussion was inhibited by the sole existence o f the D ail’s Public Accounts Committee, 

concerned merely with overseeing the spending o f  public monies rather than their 

effectiveness.'*'^ The public service also lacked an institutionalised means o f  identifying and 

eliminating less effective schemes, excluding new ventures more promising from a 

developmental standpoint.

N ational Hcononiic and Social C ouncil, R eport on P ublic E xpendim re. S tationery O ffice, Dublin, 1976, p .27 
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D evelopm ent o f the Irish Taxation System. 1961-73

The dem and for increased public expenditure show ed no sign o f  slowing in the 1960s and 

early 1970s. High expectations em erged regarding G overnm ent’s role in incom e 

m aintenance, jo b  creation and incom e distribution: as Carroll and O ’ G orm an noted, the 

‘frontier o f  what w as considered... Justified public sector intervention was progressively 

pushed forw ard’.̂ * The problem  with this rise in expenditure, however, was the limit on 

the resources that could support it, evidenced by how  its percentage rise annually 

outstripped that o f  econom ic growth. As Secretary o f  the Departm ent o f  Finance, Charles 

M urray, briefed in 1970, there em erged a grow ing ‘Estim ates G ap’, with expansionary 

influences at work w ithin D epartm ents and a head o f  expansionary steam that gathered 

force annually; D epartm ents taken collectively were ‘set on a course o f  expenditure which 

is clearly insupportable’.'*’'̂

The basis for M urray’s view  lay in the near exhaustion o f  the econom y’s taxable capacity 

by the early 1970s, in the interests o f  financing this insupportable rise in expenditure, and 

the m ajor public service view  throughout the period o f  this study as to how Irish econom ic 

developm ent m ight best be advanced As stated above, 1960s econom ic program m es 

expressed a preference for a low tax approach to d e \ eloping the Irish econom y, favouring 

an em phasis on indirect over direct taxation (i.e. tax on expenditure over incom e), as a 

m eans o f  encouraging private enterprise; high taxation was described as ‘one o f  the 

greatest im pedim ents to econom ic progress because o f  its adverse effects on saving and on 

enterprise’. L o w  direct taxation, by encouraging a striving for greater earnings, was 

view ed as a ‘tonic to the econom y... stim ulus to personal and corporate saving and an 

encouragem ent both to native and foreign enterprise to undertake new pro jects’.^'

Econom ic D evelopm ent view ed light taxation as key to attracting foreign capital, enterprise 

and organisational com petence, and facilitating hom e industry in acquiring the ‘capital and 

incentive to pursue a vigorous program m e o f  m odernisation and expansion’, particularly  in

58
O ' Gorman, Noel T, and Thomas A Carroll. ' The Dilemma ol'Irish Ixonom ic Development- F^erspeetives on the Hvolution o f 
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a competitive free trade dispensation.^^ The indirect taxation emphasis was a regressive 

one, unlike direct taxation being unrelated to ability to pay. A 1961 Government white 

paper acknowledged indirect taxation’s effects on families, lower income groups and 

importantly, prices, by raising the cost-of-living or Consumer Price Index, a main 

barometer o f inflation. Given the orientation towards economic development, however, the 

paper nevertheless maintained it was a good principle to place the emphasis o f taxation on 

expenditure rather than income, to discourage excessive consumption and encourage 

savings to aid economic development.^^ The preference, however, was to keep such 

increases to a minimum, given the threat they posed in aggravating inflationary pressures.

Rise in the Irish taxation burden, and the Irish tax base

The rise in public expenditure, however, ran counter to these low tax intentions. While the 

Irish tax base expanded during the 1960s courtesy o f economic growth, and despite 

vigorous revenue buoyancy,^'*’ there was annual recourse to tax increases from the early 

part o f the decade to finance the rise; the Budget became so synonymous with new taxation 

a 1967 RTE current affairs programme remarked its purpose was to ‘screw out (of) a 

reluctant parliament permission to tax us even m ore’.̂  ̂The 1972/73 Budget was the first 

since 1961/62 in which there were net tax concessions rather than increases (0.6% of 

GNP).^^ This resulted in an increase in the level o f taxation in Ireland, again common to 

the OECD;^** taxation’s share o f Irish GNP rose from 21.8% in 1960/61 to 31.2% in 

1973/74 (Table 6).^^ The increase in the Irish tax burden, however, was again one o f  the 

highest, exceeded only by Denmark, which experienced a tax revolt in the 1970s.

Economic Development. Stationery' Ol'fice, Dublin, 1958, pp.22/23

Direct Taxation- Ixtid by the Government before each House o f  the Oireachtas 19''' April 1961. Stationery OlTicc, Dublin, 1961, p 15

Also see Ryan, Louden, "Fiscal Policy and Demand Management in Ireland 1960-70”, in Ireland: Some I’roblems o f  a Developing  
Economy, edited by AA Tait and ,IA Bristow, Gill and Macmillan, Dublin, 1972, p .16
NAI DT 2005/7/476, “Note for Taoiseach, "Budget 1975”, 22nd August 1974”, p 11; also Third Report o f  the Commission on Taxation- 
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Table 6: Total taxation per capita com pared with GNP per capita for Ireland. 1960/61 -
1 973/74 ( source: NAI DT 2004/21/697. Secret: Memorandum for the Information o f  the (io \ crnmenl- The Irish Tax System. 25"' 
.September 1973. p.36)____________________ ______________________________________________________________ __________________

Year Taxation per 
capita

% rise GNP per 
capita

% rise Taxation as 
%  o f  GNP

£ £
1960/61 52 239 21.8
1965/66 88 11.3 355 8.2 24.8
1970/71 173 14.5 573 10.0 30.2
1971/72 203 16.9 645 12.6 31.4
1972/73 230 13.7 743 15.2 31.0
1973/74 265 15.1 848 14.1 31.2
Average
annual
increase

13.4 10.2

In the six years to 1971, the Danish burden, including social security contributions, rose 

164% com pared to a current GNP rise o f 84%; Ireland’s rose 134% (91 % GNP); the 

N etherlands 100+%  (85%  GNP); Belgium  100% (67%  GNP); Britain and G erm any 87%  

(55%  and 68%) respectively); and France and Italy (85%  and 7 1 % )/ ' Im portantly for the 

em ergence o f  tension or distributional conilict, the resulting Irish burden was m eanw hile 

even m ore acute, given sectoral differences in its distribution. Ireland’s level o f  taxation 

appeared m odest com pared w ith other econom ies. Under 1968-70 figures, when the Irish 

share, including social security, stood at 29.8% , com pared w'ith an Italian share o f  30.1% , 

32.4%  in Luxem bourg, 33.8%  in Belgium , 34%  in Germany, 36.3%  in France, 36.6%  in 

Britain, 38.4%  in N orw ay, 38.7%  in Denm ark, 39.7%  in the Netherlands, and 43%  in 

Sweden.

These statistics, how ever, failed to take account o f  Ireland’s narrow  income tax base. This 

was accounted for by several factors: high em igration; a lower active workforce, given 

em igration’s frequency am ong the econom ically active; and higher than average 

unem ploym ent. This w as reinforced by Ireland’s high dependency ratio, influenced by 

high marital fertility and lesser fem ale participation in the labour f o r c e , a n d  a low/ 

average incom e per capita;^"* the Irish GNP per capita in 1971, at £645, was h a lf  o f  m any

NAI DT 2004/21/697. Secret: Memorandum for the Information o f the Government- The Irish Tax System. 25"' Septem ber 1973, 
p.35 

Ibid, p.31

Organisation for Hconomic Co-operation and Development. M anpower Policy' in Ireland. OF-X'D. Paris. 1974. p.25: also OECD  
Economic Surveys- Ireland- March 1973. p.27

NAI DT 2004/21/697, "Secret: Memorandum for the Information o f  the (iovcrnmeni- The Irish fax System. 25"' September 1973",
p.8
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other European economies, and in the case o f Sweden (£1,833), just under three times 

less. *̂’

Crucially, the tax system was also deliberately littered with exemptions for business costs 

in a free trade dispensation, designed to advance economic development: such exemptions 

were principally to ensure a favourable tax regime for industry (export sales relief, 

depreciation allowances) and agriculture, prior to EEC accession and the benefits o f  the 

Common Agricultural Policy (CAP). Moreover, farmers and their families, non-liable for 

income tax after 1969, and with only a small proportion previously liable, represented 25% 

o f the workforce even in the m id-l970s7 '' The high level o f self employed in Ireland, and 

the increased scope for evasion this provided, also made it difficult to levy taxes
77efficiently. In 1972/73, those who enjoyed exemption or partial relief accounted for two- 

thirds o f the total income base;^^ this ensured that while the need and demand for social 

services was great, the taxable population to finance it was small.

Indirect and direct tax increases during the 1960s

The narrowness o f the tax base meant a distribution o f the resulting burden that served to 

aggravate inflation, erode economic incentives, and breed resentment over its inequitable 

distribution. Income tax and sales taxes increased their share o f total taxation between 

1960/61 and 1973/74 (Table 7). In keeping with the official emphasis, the increased burden 

fell mainly on indirect taxation, which raised the Consumer Price Index. Indirect tax 

increases played a major role in the heightened inflation o f the late 1960s, responsible for 

40% o f 1969’s 7.4% inflation, and one-third o f 1970’s 8.2%.*^ In this respect NESC later 

claimed Government policy reflected ‘insufficient recognition that the cost and efficiency 

o f  the public sector impacted strongly on the competitiveness of, and burdens on, the 

private sector’.*' Repeated increases in duties were applied to ‘old reliables’ e.g. tobacco 

and beer, which represented half o f  all tax revenues in the mid-1950s, but only a quarter by

Ibid, p.32
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1973/74;^^ by 1973 rates on tobacco, petrol, beer and spirits were 11%, 50% , 210%  and 

104% higher than in 1960.^'^ N um erous broadly based sales taxes were also introduced, 

such as the turnover tax in 1963/64, levied at 2.5%  but doubled to 5% in 1970; and a 

w holesale tax, introduced in 1967 at a rate o f  10-15%.

T able 1\ Total Taxation (source: NAI OT 2004/21/697. Secret: Memorandum for the Information o f  the Government- 
The Irish fax System. 25"' September 1973. p.30) _________________________ _________________________ _____________________

1960/61 1973/74
(estim ated)

£m % £m %
Direct:
Income tax 
(including sur
tax)

28.0 19.4 212.0 26.4

Corporation 
Profits tax

3.3 2.3 23.0 2.9

Social insurance 
contributions

7.0 4.9 81.5 10.1

Estate, etc 
duties

12 22 11.2 lA

41.5 28.8 327.7 40.8
Indirect:
Custom s and 
Excise

71.2 49.5 250.8 31.3

Tobacco, petrol, 
beer and spirits

(58.3) (40.5) 209.0 26.0

Rates 22.1 15.3 68.2 8.5
Value Added 
l a x

- - 119.3 14.9

M otor Vehicle 
Duties

6.5 4.5 24.5 3.0

Stamp Duties 2.7 1.9 12.0 1.5
102.5 71.2 474.8 59.2

Total 144.0 100.0 802.5 100.0

Both were replaced by Value Added Tax (VAT) in 1972, designed to fall relatively heavily 

on non-essential goods and lightly, if  at all, on necessities; sales taxes rose from 1.9% o f  

total taxation w hen first introduced in 1963/64 (£3 .7m), to 14.9% in 1973/74 (£ 1 19.3m).**'' 

The em phasis m eant Irish consum ers bore the second highest indirect/direct tax ratio

82
I.levvellyn. GIU, The F olentlalfor Growth in Irish Tax Revenues, National Ixonom ic and Social Council. Dublin. 1976. p.30

NAI DT 2004/21/697, “Secret: Memorandum for the Information o f  the (iovernm ent- The Irish Ta.\ System. 25"' September 1973". 
p.24

Ibid, p.42
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among OECD countries*'^ (60:40 in 1973/74).*^ This ratio, however, narrowed from 72:28
87in 1960/61, with further increases in direct taxation. As late as 1970 the Fianna Fail 

government expressed opposition to direct tax increases ‘because o f the adverse effect on
O Q

incentives’, hi spite o f this, direct and particularly personal income tax’s share o f  GNP 

also rose, from 23.7% o f total taxation in 1960/61 to 35.6% in 1973/74;*'^ this still 

contrasted with shares o f between 53.2% and 69.6% in other European econom ies in 1968- 

70.'^°

Partly the result o f an increase in the income tax base courtesy o f  economic growth, this 

was also attributable to a failure by 1960s Governments to index income tax allowances to 

inflation i.e. the allowance before taxation was applied. These were income tax increases 

by stealth or default: ‘fiscal drag’ or ‘inflation financing’.'̂ ' The extent o f depreciation was 

clear in a comparison o f 1957 (CPI-adjusted) and 1973 tax allowances, with the single 

person’s allowance declining from £473 to £299, the widowed allowance from £529 to 

£324, and the married allowance from £494 to £305.*^  ̂Personal income tax, and 

particularly that on wage and salary or Pay As You Earn (PAYE) workers, concentrated in 

the non-agricultural sector, was in turn the most buoyant form o f  taxation by the early 

1970s. In 1960/61, o f the total £25.5m income lax yield, companies paid £8.7m (34.1%), 

PAYE earners £6.1m (23.9%) and others (traders, professionals, etc) £10.7m (42%); by 

1973/74 these figures were £13.5m (6.2%), £170m (78.6%), and £32.7m (15.2%).'^^

Dermot Nally observed in 1976 how fiscal drag, by increasing resources, facilitated the 

rise in public expenditure: ‘when the yield o f taxes increases automatically with inflation... 

there is an almost irresistible temptation on any Government to use that yield to increase

NAI U r  2005/7/292, M em orandum  for the G overnm ent: A Tax on W ealth , 22'“' O etober 1970, p. I

NAI D l'lN  F22/22/75. “ W ork ing  G roup  on the H conom y- S uggestion  that C onsum er Pricc Index be reduced by reducing  taxation- 
D epartm ent o n 'in a n c e ,  29"' M ay 1975” . p.4

l UIbid
88

NAI D I'A  2005/145/2261, "M em orandum  for the G overnm ent- A llocations for G overnm ent H xpenditure. 1971/72- R eply to 
O bservations o f  V arious D epartm ents on D epartm ent o f  I 'inance M em orandum  o f  30 .luly 1970, 24"' A ugust 1970” , p.4
89

l.lew ellyn , Gl:.l. The F o len lia l fo r  G row th  in Irish Tax R evenues. N ational Hconom ie and Social C ouncil, D ublin , 1976, pp 20/21
90

D enm ark s share was 53.2% ; it was 54 .7%  in the UK; 54 .9%  in Italy; 56 .6%  in f-rance; 57 .6%  in N orw ay; 60 .9%  in Sw itzerland;
61 .0%  in B elgium ; 64 .8%  in G erm any; 67 .7%  in L uxem bourg; 68 .2%  in Sw eden and 69 .6%  in the N etherlands- NAI D f  2004/21/697, 
"Secret: M em orandum  for the Inform ation o f  the G overnm ent- The Irish Tax System , 25"' Sep tem ber 1973” , p 41
91

R oubini, N ouriel, .leflrey Sachs. Seppo llonkapohka , and D aniel C ohen, "G overnm ent S pending and B udget D elic its  in the Industrial
C ountries", in E conom ic Policy. Vol.4, N o .8 (A pril 1989), p. 104
92

NAI D T 2004/21/697, "Secret: M em orandum  for the Inform ation o f  the G overnm ent- The Irish Tax System , 25"' Sep tem ber 1973",
p. 10
93

NAI D f  2005/151/124, 'W o rk in g  G roup on the Ix o n o m y - Suggestion  that C onsum er Price Index be reduced by reducing  taxation. 
D epartm ent o f  I'inance, 29 M ay 1975 '. p.4
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expenditure. The result is what we have seen in recent decades’.̂ "* As is clear, however, in 

a narrowly-based tax system littered with exemptions and scope for evasion, the Pay As 

You Earn (PAYE) sector helped finance the greater part o f this rise. As will be seen, this 

became a major source o f resentment and distributional conflict from the 1960s, posing 

difficulties for policy makers as they sought to tackle the economic crisis. Even with 

inflation financing, however, the Department o f Finance stressed by the early 1970s the 

‘relatively narrow scope for manoeuvre in taxation’: ‘the limits o f the system, from the 

point o f view o f yielding substantial revenue additional to normal buoyancy have been 

virtually reached’.̂ *’ On the current side o f  the Budget, revenue buoyancy was largely 

absorbed by debt service charges and public sector pay, leaving little to meet Departmental 

demands without increasing tax rates further;*^^ £8.1m remained o f £20.9m revenue 

buoyancy in 1967/68; £5.5m o f £26.8m in 1968/69; and £7.4m o f an estimated £38m in 

1969/ 70.*̂ ’

This accounted for the remarks o f Finance’s Charles Murray in 1970 that ‘leaving aside 

any considerations o f taxable capacity, it is clear... the pace o f expansion is too rapid to be 

sustainable. If, because o f our economic, social, cultural etc ambitions we have to live with 

much higher levels o f taxation than those which we are accustomed to, we must approach
n o

them at a much slower pace than in the past’. The National Economic and Social Council 

spelled out just how unsustainable trends were in the 1970s. It contended continuation of 

the 1963-73 trend would lead to a ‘very severe reduction in the share o f private 

consumption in national output, and an unacceptably low rate o f increase in per capita 

private consumption’. The required level o f  taxation to ‘transfer claims over resources 

from private individuals and firms in order to finance the maintenance o f  the upward 

trend’, it warned, ‘would be rejected by the community or... lead to a continuing high level 

o f inflation as attempts were made to maintain real disposable incomes’.

94
NAI DT 2006/133/190, “ Dermot Nally note for Taoiseach. “ Indexation ofThresholds for Taxation”. 20 ,Uily 1976”

NAI DT 2004/21/697, “Secret: Memorandum for the hiforniation o f the Government- The Irish Tax System, 25"' September 1973", 
p.2 and p.22

NAI DFA 2005/145/2261. “Memorandum for the Government- Forward Planning o f  (iovernment Finances- Allocations for 1971-72, 
l6"Muly 1970”, pp.2/3
97

NAI D /U N  2004/4/103. 'Som e Comments on the Budgetary Process. March 1970 (Cl I Murray) - I able II I ax Revenue Buoyancy
and “chargcs” thereon'
98

NAI DFIN 2004/4/103, “Some Comments on the Budgetary Process, March 1970 (Cl I Murray)"
99

National Ixonom ic and Social Council, Report on I’lihlic Expenditure. Stationery Office, Dublin. 1976, p.8
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Conclusion

The trend o f public finance during the 1960s was inflationary in several ways, mostly 

owing to Government action. Rapid international growth aside, the heightened 

expectations o f the period, both publicly and departmentally, were largely satisfied by 

Governments in what was an increasingly competitive electoral climate. Meanwhile, in 

satisfying these demands for short-term political advantage, political elites undermined 

longer term economic strategy, leading to a breakdown o f planning, and further fuelling 

high aspirations on the part o f the public, which failed to abate by the early 1970s. In an 

environment o f seemingly continuous growth, TK Whitaker complained in 1970 how he 

found it difficult to escape the feeling ‘large numbers o f people live in a kind o f  fairyland 

where economic and social developments, and advances in personal welfare, can be wished 

into existence’.

By the early 1970s, however, satisfaction o f these expectations had limited the room for 

manoeuvre in the public finances, with the manner in which the rise in expenditure had 

been financed, itself designed to preserve incentives for industrial and agricultural 

development, generating increasing resentment and tension within the Irish economy, and 

adding to existing distributional conflict. These tensions were evident in the area o f non- 

agricultural income developments, the subject o f  the next chapter, and a further 

inflationary pressure during the 1960s. They had implications for achieving consensus on 

the Irish export-led growth strategy, and when taken together, left the Irish economy 

vulnerable once the Oil Shock hit, complicating the challenges facing policy makers as 

they sought to tackle the economic crises after 1973.

“ Inllation: Arc we doing  enough  to curb it'’- Lecture given by the G overno r to the U usiness and L xononiics Society o l'T rin ily  
C ollege D ublin , on 24 N ovem ber 1970” , in C enlra l Hank o f  Ire la n d  Q uarter ly  Hiillelin- W inter 1970. p. 124
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Chapter 2- Irish Trade Unionism and Wage inflation, 1958-73

The unsustainable trends in public finance during the 1960s were accompanied by a rapid 

acceleration in wage costs, a further source o f inflationary pressure, and a dominant 

concern in Irish economic policy during the inter-oil shock period. Non-agricultural 

income developments were a central consideration in Ireland’s economic development 

strategy, which rested on prioritising investment over consumption, and maintenance o f 

competitiveness on international markets. This saw an emphasis on the need to establish a 

relationship between pay and productivity; Economic Development stressed the need for 

the public to accept the ‘standard o f living produced by their own exertions here ... 

otherwise the possibility o f economic progress scarcely exists’.' Governments, through 

orderly wage developments, sought to co-opt Irish trade unionism to minimise inflation, 

maintain competitiveness, and facilitate business planning and investment under free trade 

conditions. In the growth environment o f  the 1960s, however, this ambition was frustrated 

by the structure, philosophy and resulting priorities that prevailed within Irish trade 

unionism, as well as the influence o f increasingly destabilising Irish fiscal and 

macroeconomic trends. These factors militated against the linking o f wage increases with 

GNP growth, resulting in accelerating wage inflation and deteriorating competitiveness, 

while playing a major role in the generation o f the 1970 Inflationary Crisis.

Income developments, competitiveness and export-led growth

The importance o f income developments and price stability to Irish economic policy rested 

on the export-led growth strategy, which was motivated by the small size o f the home 

market and the constraints it imposed on expansion o f employment and living standards. 

Economic advance was therefore seen to rest on external trade, and the export performance 

o f  internationally traded sectors. The role o f income developments in this approach, 

however, was complicated. As a small open economy the determinants o f Irish 

competitiveness were complex. Economic production had a high import-export content; 

total merchandise trade, imports and exports, accounted for around 80% o f Irish GNP in 

the late 1960s and early 1970s, and 85% by 1974.^ In its import and export prices Ireland 

was therefore a ‘price-taker’ rather than ‘price-setter’ on international markets; it could not

^ E conom ic D evelopm ent. S tationery OITicc, Dublin, 1958, p .5 

^ NAI D T 2005/7/259, D raft o f  ,1 S a tio n a l Partnership, p .8

^ A N a tiona l P artnership- La id  hy the G overnm ent before each H ouse o f  the O ireach tas N ovem ber 1974. The S tationery  OtTice, D ublin. 
1974. p ,l I
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‘oppose adverse change by shifting its costs to others abroad’: Ireland had to ‘continually  

im provise in living with change’.'*

O ne o f  the elem ents entirely susceptible to dom estic control were, however, w age costs, 

traditionally a m atter for negotiation betw een em ployers and workers in ‘w age rounds’ or 

‘free-for-all bargain ing’ at firm or industry level, with little G overnm ent involvem ent. Yet 

even then w age or ‘unit wage costs’ (costs per unit o f  production) were acknow ledged as 

crude m easures o f  com petitiveness. Official briefings and reports throughout the 1960s and 

1970s noted their com plex relationship to com petitiveness and m arket share, and how  the 

source o f  com petitive advantage varied betw een businesses. Significance was also attached 

to changes in trade policy, technology, o ther inputs, quality o f  m anagem ent and labour 

skills, infrastructure, other general services, taxation changes, subsidies and regulations.^ 

N on-price factors w ere also relevant, such as reliability, variety, design, trading term s, 

delivery periods and continuity o f  shipm ents, the latter o f  which were particularly 

im portant in securing m arket shares.^ Furtherm ore, the total level o f  international trade was 

described as having a greater im pact on the volum e o f  Irish exports than ‘m odest changes 

in relative dom estic co sts’.̂

The role o f  wage costs in Irish com petitiveness was therefore a com plex m atter; this was a 

recurring them e during the 1960s and inter-oil shock period. 1960s G overnm ents therefore 

also placed em phasis on the dom estic inflationary im plications o f  excessive w age 

developm ents, inflation arose where w age increases were not accom panied by com parable 

increases in the production o f  goods and services, in the m id-1960s the m oney value o f  

exports or hom e m arket goods and services could be broadly divided into three 

com ponents: total m oney incom es (61% ), im ports (30% ), net taxes on expenditure (9%). 

For every 1% in total m oney incom es which took place w ithout any increase in total real
o

output, the price level rose 0.6%.

4
Bradley, .lohn, “The Legacy of E conom ic D evelopnienl: I he Irish l-xonom y 1960-1987” , in M cC arthy, .lohri I- (ed ). P lann ing  

Ire la n d 's  Future- The Legacy o f  TK W hitaker. The G lendale Press, D ublin. 1990. p. 142 

N ational Keonom ie and Social C oiincil. . \n  A na lysis  o f  Job  Losses in Irish M anufacturing  Industry. Stationery' OtTice, D ublin, 1983, 
p 40; G reer, I lovvard, and I!ddie M olloy , P roductiv ity  a nd  M anagem ent. S tationery O l'llce (N ational Ix o n o m ic  and R esearch  C ouncil), 
D ublin . 1979. p. 16; also see N ational H conom ic and Social C ouncil. A S tra tegy  fo r  D evelopm ent 1 986-1990: Growth, E m ploym en t a n d  
F isca l Balance. S tationery O ffice, D ublin, 1987, p 180

NAI DT 200.V 7/26I, “ W ally K irw an to  Derm ot Nally, "The Role o f  the G overnm ent in relation to the next round o f  general pay 
negotiations (the 16"' R ound)", 30"' D ecem ber 1974", p 5

^ R eport o f  the C om m ittee  on C osts  a n d  C om petitiveness, S tationery O ffice, Dublin, 1981, p. 17

* N ational Industrial N IE C  R eport on E conom ic S itua tion  ( N o ! !)  1965, S tationery O fllce . D ublin. 1 9 6 5 ,p .39
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Orderly and sustainable wage developments were meanwhile seen as central to enhancing 

Irish productivity, a key determinant o f competitiveness, by facilitating business planning, 

confidence, profitability and potential for expansion, especially into export markets.^ This 

lower productivity originated in the protectionist era, with under-utilisation o f productive 

capacity, inadequate mechanisation, and varying levels o f worker and managerial skill and 

efficiency; moderate and orderly wage developments were to aid profitability and therefore 

its enhancement through reinvestment.'® Ireland had some o f  the lowest wage levels in the 

OECD, although with a lower level o f  productivity, at least in domestic firm s." Hourly 

labour costs in Irish manufacturing industry, a base 100 in 1961, compared with 104 in the 

Netherlands, 125 in France and Italy, 147 in Switzerland, 154 in the UK, 167 in Norway,
1 -y

187 in Germany, 200 in Denmark, and 235 in Sweden.

/ 960s Governments and co-option o f trade unionism

In this context the Sean Lemass-led Fianna Fail Governments o f the early 1960s sought to 

institutionalise orderly income developments, through co-option o f  Irish trade unionism, by 

national level or centralised bargaining. This effort was against a backdrop o f corporatist 

wage bargaining in many European economies, particularly small open economies such as 

Austria and the Scandinavian countries.'^ Under this system pay policy was centralised and 

explicitly linked to wider economic policy objectives, with Governments, employers and 

trade unions co-operating at a national level on the basis o f a shared understanding o f  the 

working o f  their respective economies. Conflicts were resolved in the context o f coherent 

strategic approaches, permitting Governments to adopt a strategic as opposed to a short-run

9
Programme fo r  Economic Expansion- Laid by the Governmeni before each House o f  ihe Oireachtas. November 1958. Stationery 

OITice, Dublin, 1958, p.9
N A1 D T S 17083H/62. “National t'.mployer/l.abour Conference- Report o f  the Sub-Committee on the Common Market, .luly 1962”, 

p.4

National Economic and Social Council, Policies fo r  Industrial Development- Conclusions and Recommendations. Stationery Office,
Dublin. 1982, p.38; National licononiic and Social Council, A Review o f  Industrial Policy- A report prepared by the Telesis Consultancy'
Group. Stationery Office, Dublin, 1982, p 135; NAI DT S17083U/62, “National [ jiiployer/l.abour Conference- Report o f  the Sub
com m ittee on the Common Market, .luly 1962”, p.4; NAI DT SI 7419 C/63, “Studies o f Prices, Wages and Productivity in Ireland made 
by Dr Rdvvard Nevin o f  the Ixonom ic Research Institute” ), p.4

NAI [)T SI 7419 C/63. “Studies o f  Prices. Wages and Productivity in Ireland made by Dr lidward Nevin o f  the Ixonom ic Research 
Institute”, p.2

I'or more on European corporatism practised during the 1960s and 1970s, sec Mjoset, l.ars, ’Nordic Economic Policies in the 1970s and 
1980s'. in International Organization. Vol.41. No.3 (Summer 1987). pp.403-56; Mjoset. l.ars. The Irish Economy in a Comparative 
Institutional Perspective. National [xonom ic and Social Council, Dublin, 1992; Robinson, Derek, Solidaristic IVage Policy in Sweden. OECD, 
Paris, 1972; Suppan/, I lannes, and Derek Robinson. Prices and Incomes Policy- The Austrian Experience. OEX'D. Paris. 1972; Organisation for 
Economic Co-operation and Development. Collective Bargaining and Government Policies in Ten OECD Countries- Austria. Canada. France. 
Germany. Italy. Japan. Zealand. Sweden. United Kingdom. United States. OliCD. Paris. 1979; Organisation for I-conomic Co-operation 
and Development. Socially Responsible Wage Policies and Inflation- A Review o f  Four C ounlries' Experience. OliCD, Paris, 1975; and 
Organisation for Ixonom ic Co-operation and Development, H'age Policies and Collective Bargaining Developments in Finland. Ireland and  
A'oni ar. OIX'D, Paris, 1979
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perspective.'"' R epresentative organisations w ere granted a deliberate representational 

m onopoly by the State and invited into policy form ation and im plem entation, in return for 

an elem ent o f  d iscipline over their members.''^

W hat the corporatist system  entailed was a system  for incom e determ ination which 

facilitated im provem ents in com petitiveness, and which handled distributional conflicts 

w ithout d isruption to the functioning o f  the econom y;'^  this was vital for small open 

econom ies, w hose responsiveness to their econom ic vulnerability required continual 

econom ic adaptation and equitable sharing o f  the costs and risks o f  econom ic change.'^ 

The negotiated national consensus they generally entailed, including agreem ent on the 

evolution o f  pay, taxation, the public finances, exchange rate and m onetary policy, public
I o

services and social w elfare, suspended distributional conflict; this freed industrial 

relations to address o ther issues, such as corporate strategy, technical change, training and 

w orking practices w hich also affected international com petitiveness.'^

In Ireland, the efforts o f  the early 1960s, were at least initially som ew hat less am bitious, 

directed tow ards the establishm ent o l'a  relationship betw een incom e increases and the 

econom y’s productive capacity i.e. the growth in national production (GNP). By 

m aintaining com petitiveness, m inim ising dom estic inflation and enhancing econom ic 

grow th. G overnm ents stressed the objective o f  securing continuing im provem ent in living 

standards. Lem ass explained this was open to disruption by ‘irrational or haphazard w age 

dem ands w hich can restrict rather than help the growth o f . .. national resources, and thus 

m ake future w age im provem ents unrealisable, or which by causing prices to rise undu ly ... 

defeat the benefit to living standards o f  the wage incom es secured’. T h e  om ens for co

opting trade unionism  to com petitive and orderly wage developm ents appeared prom ising 

in the early 1960s. The trade union m ovem ent was reunited in 1959 under the Irish

14
O ' Donnell, Rory, and Colm O ' Reardon, Ireland's experiment in social partnership, 1987-% ', in Social P a d s in Europe, edited by 

Giuseppe Fajertag and Philippe Pochet, Huropean Trade Union Institute, Brussels. 1997

O ’ Donnell, Rory, ' The partnership state: building the ship at sea ', in Contesting the state: Lessons from the Irish case, edited by Maura 
Ashead, Peadar Kirby, and Michelle Millar, Manchester University Press. Manchester, 2008. pp.76/77

National liconomic and Social Council. A Strategy'for the Nineties: Economic Stahilit)' and  Structural Change. Stationery Office, 
Dublin. 1990. p.5 and p.27 

Ibid, p.70 

Ibid, p.5 and p.27 

Ibid. p.421

^°NA1 DFIN 2 0 0 1./3/ 1291, "Speech by Mr Sean F Lemass, Taoiseach at meeting o f  Comh-C'honihairle Bhaile Atha Cliath o f  Fianna Fail 
in Shelbourne Motel Ballroom; Tuesday, the P ' March 1966”. p. 12
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Congress of Trade Unions (hereafter ICTU or ‘Congress’) after a split in the 1940s.^' The 

movement, in a major economic poHcy document published in 1956, also accepted 

employment expansion rested on developing manufactured exports.

There followed various initiatives in the early 1960s to institutionalise orderly wage 

determination and enhancement o f productivity. The Lemass Government supported the 

establishment of the Irish National Productivity Committee in 1959, aimed at economy 

wide efforts to raise productivity, and the convening in 1961/62 by ICTU and employers of 

the National Employer-Labour Conference (ELC), which aimed to establish orderly 

centralised bargaining and wider employer-union co-operation. It also published the 

Closing the Gap white paper in 1963, advising a close relationship between incomes and 

output, and with EEC accession in mind, management-worker co-operation in raising
23Ireland’s low productivity. The paper stressed how pay formed a significant part of 

production costs, pushed up in the absence o f an equivalent increase in output, while rising 

inflation took away a considerable part of resulting increases; the economy’s trading 

position was also hit, threatening a large balance o f payments deficit, higher prices and 

fewer jobs.

Following this paper, Lemass also proposed establishment of a National Industrial 

Economic Council in 1963/64, which was to be tasked with discussing an objective method 

of assessing the national economic position and potentialities, with the object o f ‘assisting 

those who had responsibilities in settling wage and salary rates in private employment in 

establishing a more orderly relationship between income increases and the growth in 

national production’.̂ *’ Composed of Government, trade union and employer 

representatives, the Council was to prepare periodic advisory reports on economic 

development and full employment,^^ which were to be submitted to the ELC to determine 

the average feasible increase in wages consistent with economic targets; Lemass suggested

I lorgan , John, Sean Lem ass: The E nigm atic  Palriol. G ill and M acm illan , D ublin , 1997, p.228

Provisional U nited Trade Union O rganisation , P lanning F ull E m ploym ent- A Trade Union Approach. Irish Printers Ltd, Dublin, 1956,
p .2,5; Irish C ongress o f  Trade U nions, Fourth A nnual Report. 1962, p.227

C losing  the G ap (Incom es a n d  O utput)- L a id  by the G overnm ent before ea ch  H ouse o f  the O ireachtas. F ebruary  1963. S tationery
O riice , Dublin, 1963 
24

Ibid, p .7 

Ibid, p. 10

DliN'T 2001/50/305, “ M enioranduni Tor the G overnm ent- N4elhods oT rela ting  Incom e Increases to G row th  in N ational Production, 8"‘ 
,lune 1963"
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this to be ‘slightly less than the realised growth o f  national production’. I C T U  and

employers were then to negotiate wage adjustments in different categories o f  
28employment, employers with union co-operation offsetting cost-effects through 

productivity improvements rather than price increases.

Irish Trade Unionism and the era o f  Economic Development

Table 1: USA, EEC, and applicant Countries (except Denmark)- Productivity. Hourly 
Earnings, Unit Wage Costs in Manufacturing Industry- (i) Percentage Changes from 
previous year: (ii) Annual Average Changes for 1 9 6 6 / 7 1  and 1 9 6 9 / 7 1  (source- n a i  d t  2003/ 16/354.
A ppendix  II (p .9) to “M em orandum  on Inflation for the Inform ation o f  the G overnm ent, 21" N ovem ber 1972” )

USA W est
G erm any

France Italy N etherlands Belgium UK Ireland

Productiv ity  
(O utput per 
m an-hour)
(i)

1967 +3.6 +8,6 +5.1 +4,5 +7.4 +6,1 +3,5 +7,1
1968 +3,4 +8,7 +7.3 +4,3 +  11.4 +8,5 +5,9 +5,8
1969 +3.3 +5,1 + 11,3 +4,8 +9.6 +7,6 + 1,6 +2,3
1970 + 1,6 +2,1 +6.1 +4,6 + 11,3 +3,7 +3,1 +3,8
1971 +4,0 +4.1 +6.4 -1,3 +6,2 +3,6 +5,3 +5,9
A verage
1966-71 +3,2 +5,7 +7.2 +3,4 + 9  1 +5,9 +3,9 +5.0
1969-71 +2,8 +3,1 +6.2 + 1,6 +8,7 B ,6 +4,3 +4.8

1 lourly 
Harnings (ii)

1967 +4,5 +3.9 +5.8 +6,3 +7,0 f6 .l +4,0 +7.0
1968 +6,1 +4,5 + 12,6 +3,7 +7,9 t-5.7 +7,7 48.8
1969 +6,6 +9,4 + 11,2 +7,9 + 10,4 M0,1 +7,9 + 12.8
1970 +5,4 + 12,6 + 10,1 +21,2 +9,9 + 10.4 + 13,2 + 16,1
1971 +5,8 + 11.8 ^11 ,4 4 13,7 + 12,6 + 12.1 + 13,5 + 16,4
A verage
1966-71 +5,7 +8.4 + 10,2 + 10.4 +9,5 +8,6 +9,2 + 12,1
1969-71 +5,6 + 12,2 + 10.7 + 17.3 + 11,2 t 11,2 + 13 4 + 16,2

Unit W age 
Co.sts

1967 - -4,5 + 1,0 +2,1 - - +0,9 + 0,9
1968 +3,0 -3,8 +3,9 -1,0 -2.6 -2,6 +0,9 +2,6
1969 +2,9 + 3.0 +0,9 +3,1 - +2.3 +6,3 +9,4
1970 +2,9 + 10,6 +4,7 + 16,2 - +6.4 + 10,9 + 12.5
1971 +2,8 +7.8 +4,5 + 15,7 +5,4 +8,3 +7,6 +9,7
A verage
1966-71 +2,3 +2,4 +3.0 +7,0 +0,3 +2,6 +5,2 +6,9
1969-71 +2.8 + 9,2 +4.5 + 15.9 +2,1 +7,2 +9,2 + 11.1

As indicated in the trend o f  Irish unit wage costs in table 1, however, this relationship 

between pay and productivity was not forthcoming during the 1960s. Instead the decade 

was one in which Irish unit wage costs increased sharply, outstripping those in most other

DI-.NT 2001/50 /305 , "C opy o f  N ote  given  by T aoiseach  to ICTU deputation  on 15"' M arch 1963 and to em p loyers ' deputation on 21*' 
M arch 1963”- A ppendix A  to “ M em orandum  for the  G overnm ent- M ethods o f  re la ting  Income Increases to (irovvth in N ational 
Production , 8"’ .Iune 1963”
28 l u  IIbid

N A I DHNT 2001/50/305, “C opy  o fN o te  given by Taoiseach to ICTU deputation  on 15"' M arch 1963”
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Western economies. Furthermore, as can be seen in Table 2, they became a dominant 

factor in the acceleration o f Irish inflation by the later 1960s, outrunning the other major 

influences, indirect tax increases and import prices, for the period 1968-72.^*’ For 1963-70, 

Irish unit wage costs rose 44%, three to four times the rate in other more advanced OECD 

economies (10-15% and 29% in the UK).^' By the early 1970s, Ireland’s significant cost 

advantage o f  the early 1960s had deteriorated, with Irish industrial earnings only about 5% 

below those in the UK; this compared with one-fifth in the m id-1960s.

Table 2: Analysis o f main Contributor Factors to increases in Consumer Price Index, 1968-
72 (sou rce- NAI DT 2003/16/354, Appendix III to “Memorandum on Inflation for the Information o f  the Government, 2P' 
November 1972”)

1968 1969 1970 1971 1972
% % % % % % % % % %
increas Contributio increas Contributio increas Contributio increas Contributio increas Contributio
e m n to total e in n to total e in n to total e in n to total e in n to total
CPI increase CPI increase CPI increase CPI increase CPI increase

Imports I I  1 23.6 1.11 15.0 1.85 22.3 1.62 18.0 0.85 10.0
Kmploye 
e Income

1 36 28.9 2.46 33.2 3.88 47.3 3 08 34.2 2.96 34.8

Indirect
taxes
(less
subsidies
)

1.35 28.7 2.07 28.0 1.87 22.8 1.37 15.2 0.65 7.6

Profits
(incl
1-amiers'
incomcs)

171 3 6 4 1.66 22.4 0.01 0.2 2.26 25.1 2.38 28 0

Other -0.83 -17.6 0.10 1.4 0.61 7.4 0.67 7.5 1.66 19.6
Factors
Total 4.7 100.0 7.4 100,0 8.2 100.0 9.0 100 0 8.5 100.0

There were several reasons for the failure to establish a relationship between pay and GNP 

growth during the 1960s. One o f  the major factors was the absence o f strong institutional 

structures within Irish trade unionism during that period, cited as a key structural 

precondition for corporatism and the sustaining o f tripartite structures; this was an issue 

that dominated Irish economic policy into the inter-oil shock period. With regard to 

structures, despite coinciding with an era o f economic planning, trade union organisation 

during the 1960s and 1970s was anything but rational and orderly. Ireland had one o f the 

most heavily unionised workforces in Western Europe by the 1970s (65%);^^ union

OECD Economic Surveys- Ireland- March 1971, p.38; for percentages see NAI DT 2005/7/283 Ixonom ic Situation 1973-1974. 
Appendix VII to 'M em orandnm  on Inflation for the Information o f  the Government- 2 P ' March 1973"

TNA I'CO 87/37. ■'Diplomatic Report No.243/72- Irish Republic 6 March 1972. "IJncmployment in the Irish Republic” , p.2 

■'The Irish liconomy in 1972”. in The Irish Hanking Review. March 1972. p. 12

NAI DI'A 2010/19/978. "Industrial Relations in Hl-X' member States", C'onclusions-p. I ; NAI DFA 2004/7/2149 Social Policy, 
"Social Policy in Ireland", p.32
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membership increased from 318,572 in 1960 to 389,818 ten years later, courtesy o f 

economic growth and the shift from agricultural to non-agricultural employment.^'^

Table 3: Trade Unions by membership numbers (1968) (source- n a i  d h n t i^ m p  2001/50/345. “a  study of
Some Problems o f  the Trade Union Movement” , p.3)

Members
Number o f Unions Number %

250 members or less 30 3,000 1
251-500 members 11 4,400 1
501-1000 members 10 7,100 2
1001 -2000 members 18 27,400 8
2001-5000 members 13 42,100 12
5001-10,000
members

10 65,700 18

10,001-15,000
members

1 13,000 3

15,001-20,000
members

2 31,000 8

Over 20,000 
members

2 170.000 47

All unions 97 363.800 100

These, however, were organised in a multiplicity o f unions, almost 100 under the ICTU 

umbrella, although the majority of workers, 60%, were represented in 12 o f the 100 

unions;^*' 51 unions had 1,000 members or less (Table 3). Union membership was mainly 

concentrated in six large general unions. I'hese included the Irish Transport and General 

Workers Union (ITGWU), which represented one in seven o f the working population 

(c. 150,000 during the 1970s); the Workers Union o f Ireland (WUI) (c.30,000); the British 

based Amalgamated Transport and General Workers Union (ATGWU) (c.20,000); the 

Irish Women W orkers’ Union (IWWU); the Marine Port and General Workers Union 

(MPGWU); and the Federation o f Rural Workers (FRW). In 1970 the 6 general unions had 

217,452 members (52.42%), 48 white-collar unions had 91,127 (22.85%), craft unions

34
Morgan, EV, Catdses and Effects o f  Inflation in Ireland. Stationery Office (National Ixonom ic and Social Council). Dublin. 1975. 

p.l 18

Irish Congress o f  Trade Unions, Twenty First Annual Report- 1979 Bundoran. p 389; NAI I) f  2009/135/132. "M emorandum for the 
Government- Scheme o f  Grants towards employment o f Consultants by Trade Unions, November 1974”, pp.3/4 
For more on the structure o f  the Trade Union movement from the 1950s to the 1970s, sec Report o f  the Commission o f  Inquir)' on 
Industrial Relations. Stationery OITice, Dublin, 1981, chapter 3; and I lardinian, Niamh, Pay. Politics and Economic Performance in 
Ireland. 1970-1987. Clarendon Press, Oxford, 1988, chapter 5
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32,485, and others 57,754 (14.48%);^^ 77 unions were affiliated to ICTU, with a 

membership o f 371,500, while 18 unions, with 15,300 members, were unaffiliated.^’

This disorderly trade union structure, which had implications for the movement’s unity o f 

purpose, contrasted with those which prevailed in the model European corporatist 

economies, characterised by consensus on economic development and industrial relations. 

This it could be argued was a product o f  the ease with which Ireland made the transition 

from mid-1950s crisis to 1960s growth. Fine G ael’s Garret FitzGerald pointed in 1967 how 

growth had led to an absence o f  pressure for change in existing economic behaviours, such 

as underpinned the stagnant pre-1960s economy. FitzGerald highlighted grow th’s easy 

accomplishment, ‘without much disturbance to our comfortable conservatism- rather like 

the initial loss o f weight, accomplished effortlessly in the early stages o f  a not very 

stringent diet’; to make a real breakthrough, such as full employment, required a ‘much
T O

more strmgent regim e’.

The more disciplined European economies, by contrast, were frequently examined in 

1960s Irish departmental files, which cited the role o f crisis, usually devastation and the 

need for reconstruction in the wake o f the Second W orld War, in helping establish a 

collaborative and consensual approach to economic development. In countries like the 

Netherlands and Germany, post-war pressures were said to have imposed the necessity for 

clear planning, moderation and co-operation;^^ there was ‘acceptance o f new attitudes and 

ideas which would not be favoured in the normal course o f events’. T h e  impulse for 

national unity following the destruction and trauma caused by the second world war is 

cited in literature as a key factor in the rise o f neo-corporatism, together with the strong 

feeling industry and labour needed to work together to rebuild war-torn economies.'*'

Occupational basis and differentials

The large general unions aside, the union multiplicity these structures reflected was 

influenced by the occupational basis o f much o f Irish trade unionism. In keeping with their

36
M organ. F.V, C auses a n d  E ffec ts  o f  Inflation in Ireland. Stationery O ffice  (N ational Hconom ic and Social C ouncil), Dublin. 1975, 

p .l 18

NAI DT 2009 /135/132, “ D raft M em orandum  for the G overnm ent- Schem e o f  gran ts tow ards em ploym ent o f  consultants by trade 
unions, .iuly 1971". p .2
38

I'ilzG erald . Ciarret, The fu ll-em ploym ent challenge '. The Irish Times. M arch 23'̂ '* 1967
39

NAI DKIN 2001/3/105. "W ages policy  in the N etherlands- The Ilague. M ay 2'"‘ 1961". p .l 
■"'NAI D1;N THMP 2001/50 /345 . "A  S tudy o f  Som e Problem s o f  the T rade U nion M ovem ent” , p. 17; also see I-ogarty. M ichael I',
Dcrm ot ligan . and Louden R yan, P ay P olicy fo r  the 1980s. Federated U nion o f  F m ployers, D ublin, 1982. p .32 
41

G allagher. M ichael. R epresenta tive  G overnm eni in M odern Europe. M cCiraw I Mil Hducation. M aidenhed. 201 I, p .459
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traditional w orking class orientation, unions organised unskilled, sem i-skilled and manual 

w orkers, m any o f  which were found in the large unions, hi contrast to European 

econom ies, how'ever, where workers were unionised by industry i.e. industrial trade 

unionism,'^^ there existed in Ireland national, local and British-based unions, a pre

independence legacy, catering for specific kinds o f  workers, skills or o c c u p a t io n s .A  

m ultiplicity o f  unions w ithin firms was not uncom m on; in some State com panies, with
44diversity o f  service and dispersal o f  staff, there w ere som etim es 20-30 in-house unions!

This occupational basis had im plications for trade unionism ’s capacity for united action in 

regard to national pay policy. Ireland itse lf lacked a w orking-class tradition, while having a 

heavy concentration o f  low er-m iddle class am ongst union m em bers. As Lee argued, 

lacking any grand vision union function therefore becam e one o f  preserving wage 

differentials i.e. wage rates for specific occupations, against all com ers, encouraging union 

proliferation for the interests o f  very specific and small occupational groups.'**' W age 

differentials, also know n as relativities or com parabilities, in turn dom inated Irish 

collective bargaining, reflecting a weak egalitarian or class conscious outlook, pitting 

workers not ju s t against em ployers, but other workers or occupations. Crucially for 

G overnm ent efforts, they paid little heed to an occupation’s productivity or econom ic 

value, concerned instead with m aintaining relativities betw een the employed.'*^

There were tw o kinds o f  differentials, those based on increases granted to other analogous 

or sim ilarly skilled groups (horizontal), and those betw een skilled and unskilled workers 

(v e r t ic a l) .W r i te r s  pointed to the system as a legacy o f  the stagnant, insecure pre-1960s 

econom y. M cA leese regarded differentials as a ‘historically determ ined conviction... one’s 

econom ic w elfare can m ore surely be im proved by changing the distribution o f  existing
48resources rather than by striving to increase them  through personal effo rt’. For Lee, in

NAI DE-NTEMF^ 2001/50 /345 , "A  S tudy o f  Som e Problem s o f th e  T rade Union M ovem ent” , p .15 

Ibid, p .1
44  .

NAI D FIN 2001 /3 /107 , “ R eport o fM e e tin g - 1:SB Labour relations and w ages policy- 22 .lanuary 1962” (m inutes o f  m eeting 
betw een M inisters for Transport and Pow er and Industry and C om m erce, D epartm ental officials, and l:SB ). p.9; NAI DFA 2010/19/978 
, “ Industrial R elations in Ireland", p.2; NAI DT 2009/135/373. “ Industrial R elations in C IF ” , p i
45

Lee. J.I, 'W o rk er and  Society in M odern Ire land ', in Trade U nions a n d  C hange in Irish  Society, ed ited by Donal N evin, M ercier Press, 
Dublin. 1980. pp 16/7
46

“ Em ployers look ing  for pay po licy” . The Irish Times. M arch 31" 1969
47

GalTney, Seam us, 'Industria l R elations in the Public Sector', Adm inisira lion . V ol.27, N o.3 (A utum n 1979), p .324
48

M cA leese, D erm ot, Ireland and A ustria: A C om parison  ol A djustm ent S tra teg ies ', in M atthew s, A lan, and E da Sagarra  (eds ). 
E conom ic P erform ance  in Two S m a ll E uropean  Econom ies: Ire land  a n d  A ustria  C om pared- P roceed ings o f  the th ird  Irish  Sym posium  
in A ustrian  S tud ies  h e ld  in Trinity C ollege  D ublin  4"'-5"‘ M arch 1988. D epartm ents o f  F.conomics and (ic rm an . Trinity C ollege D ublin, 
1988, p.24
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that insecure environment relativities were crucial to people’s place in the pecking order, 

more stable in a stagnant econom y/^ In that economy existing relationships between 

occupation and income levels became a rigid ‘sacrosanct part o f  the natural order o f 

things’, forming part o f a w orkers’ ‘self-image as a human-being’;'’̂  hence the fact that 

groups like craftsmen clung to their differentials, discouraging competition and controlling 

entry to their trades to preserve exclusivity o f skill.'’'

Occupational organisation therefore meant individual trade unions were largely sectionalist 

or individualist in orientation. Significantly, many groups organised after 1960, mainly 

white-collar in nature, had traditionally refrained from unionisation or strike action, 

approaching unions on the basis they were the most effective way o f advancing their 

interests in pay, conditions and s t a t u s . T h i s  further enhanced movement diversity, with 

growing numbers o f white-collar workers including professionals, managers and 

administrators, airline pilots and scientific staffs, growth areas for 1960s union recruitment, 

as technological change led to their growth as an economic sector.'*'^

Sheltered sector m em bership and international com petitiveness

Vital to understanding trade unionism throughout the 1960s and 1970s meanwhile was its 

concentration amongst unions or workers in the sheltered, non-exposed sectors o f the Irish 

economy i.e. those not subject to international competition. This was a reflection o f  an 

exposed or unsheltered sector, which Government policy sought to strengthen, that was 

still in its infancy, and therefore the minority. Even in the mid-1970s only 25% of the 

790,000 non-agricultural workforce was engaged in unsheltered activities, subject to 

international competition; 55% were in the sheltered market sector, and 20% the non- 

market sector.”’'̂  Most capable o f determining their prices domestically i.e. price-makers,'^'*’ 

sheltered activities included industries like construction, vehicle maintenance, professional

49
Lee. .1.1. 'W o rk e r and Society in M odern Ire land ', in Trade U nions a n d  C hange in Irish Society, ed ited by D onal N evin, M ercier Press. 

D ublin. 1980, p 19; a lso  see on this Lee. ,U. Ireland. 1912-85- I’o lilics a n d  Society'. C am bridge U niversity  Press. C am bridge. 1989, 
pp.391-93

I.ee. .1,1, 'W o rk e r and Society in M odern Ire land ', p .13

M cC arthy. C harles, E lem ents in a rh eo ry  o f  Industria l Relations. Irish A cadem ic C hallenge. D ublin, 1984, p.78 

NAI DH N TK M P 2001/50 /443 , O ' C earbhaill, Secretary, D epartm ent o l'L abour, to I'K W hitaker, Secretary , D epartm ent o f  
I'inance, 18 " 'O ctober 1968"

Ibid
N ational Ix o n o m ic  and Social C ouncil, Prelude to Planning. S tationery  Ol't'ice, D ublin, 1977, p.45 
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services, distributive trades, public utilities and banking.*’̂  Secure in their employment, 

these workers were concerned with pay not job-creation.

T his sheltered sector concentration was reinforced by the expansion o f the public sector 

workforce throughout the 1960s,'^^ its sheltered status underlined by the monopoly features 

o f some commercial and non-commercial semi-state bodies, and security o f  much public 

sector employment; hence public servants’ non-liability for social insurance contributions 

as they were ‘adequately covered by the terms o f their employment against the main risks 

to which other employees were exposed’.' From a sparse membership public service 

unions grew in strength, representing 50,000 workers across 50 different staff unions and 

associations by the late 1970s.^^ Public sector unions in turn came to exercise a strong 

influence in Congress, through its powerful public service committee; several 1970s ICTU 

Presidents also hailed from public sector unions.

Sensitivity to Irish competitiveness was also undermined by the persistence o f  British- 

based or amalgamated unions in Ireland following independence. There were 27 British 

unions in 1970,^' representing 13.3% o f the unionised workforce (53,407);^^ by the later 

1970s their number fell to 16 unions, while membership exceeded 77,000.^^ Many were 

branches o f  craft unions, with one large General Union, the ATGWU; from the 1970s, 

however, there was a shift towards technical/managerial based unions,^"* particularly with 

the movement o f the white-collar ASTMS^^ into sheltered sectors like banking, insurance 

and semi-State co m p a n ie s .M a n y  had high paid, sheltered sector workers, and were 

almost all opposed to centralised bargaining.^’ Importantly, British unions were regarded

I'irsl R eport o f  the C om m ission  on Taxation- D irect Taxation- J u ly  1982. S ta tionery  O ffice, D ublin, 1982, p.98

K ennedy, K ieran A, “,lob C reation  .since the Foundation  o f  the S tate” , in Industria l D evelopm ent a n d  Job  C rea tion- IC T U  Sum m er  
C ourse  77 , U niversity  C ollege G alw ay  11-15 J u ly  1977, p. 14; M cC arthy , C harles, Trade U nions in Ireland. 1894-1960. Institute o f  
Public A dm in istra tion , D ublin, 1977, p .5 7 1 

Third  P rogram m e- E conom ic a n d  So c ia l [development. 1969-72, S tationery  Ofl'ice, Dublin, 1969, p. I .*>0; NAI D f  2006/1.33/393 
I-xonom y M anagem ent Up to  1980. “ D raft o f  G reen Paper” , p. 132
59
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60
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68by Irish governments as disruptive and unheeding o f Irish circumstances, with their 

presence and the common UK-Ireland labour market seen as leading to uniformity o f  pay 

expectations; with lower overall Irish productivity, this imposed strains on the Irish 

eco n o m y .E m ig ra tio n  to the then buoyant British labour market reinforced this, putting a 

floor under Irish wages, easing pressure on the jobs market, and ruling out moderation o f 

wage levels in response to higher unemployment.

Union sentiment was therefore weighted towards sectors with little exposure or sensitivity 

to international, if  not domestic competition. Sheltered sector workers, along with their 

employers, were frequently in strong bargaining positions vis-a-vis the community; an 

ESB or bank strike for example inflicted major disruption.^' For employers, sheltered 

status also meant the ability to concede excessive wage and price increases and pass them 

on in higher prices, or taxes in the case o f the public sector. This impacted on exposed 

industries, whose capacity to compete, besides internal efficiency, depended on the prices 

paid for domestic materials and services. Conception o f  economic realities was 

meanwhile said to be slow to change in sheltered sectors, with a long lag between price 

increases and falling demand and employment in the exposed sector, and ultimately 

sheltered sector output.^''

M ultiplicity and inter-union competition

Occupational organisation and lesser sensitivity to competitive pressures combined with 

the implications o f union multiplicity, especially in the 1960s climate o f growth and rising 

expectations, to further undermine efforts towards orderly and competitive income 

developments. Union proliferation, with the existence o f unions organising similar groups, 

generated inter-union rivalry, competition for members, and an up-bidding o f wage

M cC arthy, C harles. Trade U nions in Ireland. 1894-1960. Institute o f  Public A dm inistra tion , Dublin, 1977, p.442 

NAI I)KNT1:M P 2001/50/345, "A S tudy o f  Som e Problem s o f  the  T rade U nion M ovem ent” , pp. 12/13; M cC arthy, C harles, Trade  
U nions in Ireland. 1894-1960. Institute o f  Public A dm inistra tion , Dublin, 1977, p.51 and p .72: M ooney, Peter J, in c o m e s  P o licy ’, in 
D ow ling, BR, and ,loe D urkan (editors), Irish E conom ic  Policy: A R eview  o f  M ajor Issues, liconom ic Social R esearch Institute, D ublin, 
1978, p 242; C arter, C harles, Hugh Beaver, Patrick l.ynch, and C A  Sm ith, 'T h e  Irish Hconomy V iew ed from  w ith o u t'. Studies: A n  Irish  
Q uarterly  Review. Vol.46, No. 182 (S um m er 1957), p. 140

W alsh, B rendan, Som e Irish Population  P roblem s R econsidered. T he F.conomic and Social R esearch Institu te, Dublin, 1968, p .29; 
Cieary, RC, "T he fu tu re  o f ,lobs in Ireland” , in Industria l D evelopm ent a n d  Jo b  C reation- IC T U  Sum m er C ourse  '77- University' C ollege  
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claim s/^ Demanding legitimacy at individual union level, this saw a jealous guarding o f 

individual union autonomy vis-a-vis ICTU in advancing members’ interests^^ This led to 

further problems, however, wdth union dues or subscriptions kept low against a background 

o f inter-union competition; unions were fearful o f increasing them due to being in 

‘competition almost on a private enterprise basis for members’7^

The resulting under-resourcing o f unions in turn frustrated the servicing o f members by 

officials, with lack o f communication within unions often leading to misunderstanding,
78tension and strikes. This resulted in ‘splinter’ or unofficial groups, not sancfioned by 

union executives, and whose control was deemed difficulty‘s Even for larger unions better 

placed to provide adequate levels o f service, existence o f similar unions also made it

difficult to exercise control over members, including disciplinary action when authority
80was challenged. Union leaders were in fact sometimes compelled to support unofficial

action in cases where it was felt unreasonable in view o f the economic situation, that o f the
8 1enterprise or industry, the national interest, or ‘overall trade union solidarity’.

Irish Trade Unions and members ’ interests

This competitive and individualist trade union environment resulted in deference to 

members’ interests, largely operating in secure, sheltered sectors, at the expense o f national 

economic considerations. The Department o f Finance observed how unions ‘deliberately’ 

set themselves to raise their members’ living standards, without indicating a minimum 

standard; ‘whether o f their own initiative or under pressure from their members they are 

continually on the move... each year must bring its increases and round follows round’.

The implications o f this for an orderly approach to centralised bargaining were spelled out 

by Tadgh O ’ Cearbhaill, Secretary o f the Department o f Labour, in 1966; ‘when the 

question o f moderating claims in the national interest was raised, the ICTU explained...
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they were in the hands o f the unions and the unions in turn pleaded... they were in the 

hands o f  their members; further... their whole purpose was... to further the interests o f their
83members- those interests to be, apparently, as defined and interpreted by them selves’.

Within this competitive context, the place o f the national interest in union thinking was 

summarised by an ITGWU delegation in 1967, who stressed their realism, but how ‘their 

first responsibility was to their own members. Next in priority would be other trade 

unionists; workers generally, and the national interest. They realised the importance o f the 

last... but in their thinking the safeguarding o f the national interest was a job for the 

Government, not for a vocational organisation’. Together with union diversity, this 

impacted on the policy o f trade unionism ’s ‘Peak Federation’, ICTU, which was
8Smaintained by affiliated unions, and only had the powers mandated to it. ' Several o f the 

trade unionists interviewed for this thesis described ICTU as a federation o f interests, 

affiliates trying to choose a la carte what they wanted it to do.*^ In this context Congress
87sought to maintain credibility and support amongst affiliates.

Irish trade union scholar Charles McCarthy described Congress as a ‘political society’; its 

leadership had to be ‘more sensitive to the democratic will o f its members than a 

government needs to be to its electorate’.*̂** ICTU President Leo Crawford used a similar 

argument in 1965. Congress, he explained, had ‘no power to dictate to any individual 

union or to force a union to adopt any particular course. It could and did try to persuade 

unions to adopt reasonable attitudes in disputes and to conform with adopted policies, but 

the only sanction was suspension or expulsion: the concept o f force would be unacceptable 

to the constituent unions... The system o f party democracy, the notion o f political leaders 

and his personally selected team as well as the matters o f greater national importance that 

must be dealt with- all tend to provide the government with a buffer between settled 

policies and the pressures o f the electorate, and consequently provide for a greater measure
89o f discretion’.
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Differentials an d  the 1960s Irish economy

In the growlh environment that followed the late 1950s reorientation, individual unions, 

and ultimately ICTU, had to defer to the interests o f trade union members, mainly 

concentrated in sheltered sectors. With regard to these interests, a basic duty o f unions was 

securing compensation for past and expected price rises i.e. maintenance o f  living 

standards against inflation. Union members were also said to be influenced by some 

impressionistic view o f the state o f  the economy. Vitally, capacity to pay, and effects on 

competitiveness, employment and unemployment, were given little weight, particularly by 

sheltered sector workers who felt their employment secure. Importantly, this led to a 

conviction into the 1970s that other factors as well as pay increases were always at work 

when redundancies occurred in exposed activities; the relationship between pay and 

employment came to be disputed.

It was the wage differential, however, which bore no relation to productivity or economic 

value, and the operation o f which had been more stable in the stagnant pre-1960s economy, 

which dominated the collective bargaining o f  the period; it allowed workers to evaluate 

their union’s effectiveness in the collective bargaining system, through comparison with 

what was paid for similar work in the economy. In the competitive growth environment of 

the 1960s unions sought to establish their credentials by seeking higher than average pay 

increases to gain membership.*^' The changing economy o f the 1960s meanwhile meant 

traditional relativities came under pressure, with increases in occupational complexity and 

changes in occupational values.^^ Pressure from lower income groups to improve their 

relative position also led to tensions, with middle and higher income groups seeking to 

maintain their relative positions.^^

Demands for restoration o f traditional differentials in turn accounted for many o f the main 

strikes o f the 1960s,^‘̂ w ith white-collar workers dominating in major actions.*^^ 1960s
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wage rounds generally accorded to ‘differential movements’, driven by a wage-leader, 

normally one that experienced persistent and substantial excess demand; major bargains 

created expectations that became benchmarks for subsequent r o u n d s . B y  paying little 

heed to the economic value o f work undertaken, or the skill, experience or physical effort 

required, at a time o f technological and other economic changes, the dominance o f 

differentials in turn frustrated competitive earning power, the rational allocation o f labour 

throughout the economy, and therefore the concentration o f resources in more efficient or 

profitable fields o f production.^^ For Sean Lemass the rigid wage structure impeded 

‘healthy economic change, unfair to the workers o f those industries in which the growth o f 

productivity was greatest, and unfair also to employees in industries where improvements
Q O

in productivity were less easy to achieve’.

Trade unionism, private enterprise and soda! justice

The excessive wage developments o f the 1960s, however, it was argued, were also 

attributable to key elements o f the economic development strategy adopted in the late 

1950s, and their impact in the subsequent decade. This in turn touched upon central 

elements o f trade union philosophy, especially relating to the movement’s perceived goal 

o f advancing social justice; this was despite the clear class consciousness o f the differential 

system. Government efforts at linking pay and productivity were particularly directed 

towards the encouragement and expansion o f  private enterprise within the Irish economy, 

as a means o f driving growth and job  creation. This objective, however, immediately 

conflicted with trade unionism’s traditional suspicion o f  and adversarial relations with 

private sector employers. Unlike other more corporatist economies, no historic 

compromise was achieved between capital and labour.*^^

ICTU aimed at an ever-increasing share o f  national product for workers, to the detriment 

o f profits, which Governments sought to encourage in the interests o f economic 

development; union thinking saw workers as producing all wealth, and therefore having a
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right to any share in its increased v a l u e . T h i s  accounted for persistent union opposition 

to wage moderation in the name o f planning, which through lack o f restraint by higher 

income groups, would permit profits, land values and rents to rise at the expense o f 

workers.'®' This in turn was grounded in a traditional distrust o f private enterprise, at least 

in its domestic form, and its employment generating potential,'®^ a view that dominated 

throughout the 1960s and 1970s. Encouraged by the bad impression created by inefficient 

management and profiteering in the uncompetitive protectionist economy,'®^ unions saw 

little reason to alter their distrust o f  domestic private enterprise during the 1960s.

In the late 1950s, with the easing o f the tax burden on high earners and business, ICTU 

trusted ‘these appreciable concessions, coming on top o f the many others granted in recent 

years... will increase initiative and enterprise and lead to a higher level o f economic 

activity and increased employment. Private industry can now scarcely complain o f a lack 

o f incentive to expand’. B y  the mid-1960s, however, ICTU conferences expressed 

concern with the failure o f the private enterprise-centred approach to eliminate 

unemployment and emigration.'®*' As the W UI’s Denis Larkin pointed out, programmes for 

economic expansion were still accompanied by ‘continuing emigration... high level o f 

unemployment... lack o f security’.'®̂  With industrial and export growth driven mainly by 

foreign enterprises during the 1960s, ICTU viewed Irish industrial enterprises as lacking a 

growth consciousness or dynamism, writing in 1972; ‘even where entrepreneurial skills 

have been evident they have sometimes been directed towards types o f  financial 

transactions that yield quick capital gains (tax-free, o f  course) rather than toward 

promoting industrial expansion and providing more jobs at home for Irish w orkers’.'®̂
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Supporting productivity enhancements and industrial restructuring as a means o f increasing
1 0 8wages and controlling prices, wage demands were viewed as pressuring greater 

efficiency on the part o f e m p l o y e r s ; i n  keeping w ith the complexities o f Irish 

competitiveness, wages were seen as having little role in inflation,"*^ with any damage to 

competitiveness and exports blamed on employer inefficiencies, ‘content with limited but 

very satisfactory profits taken out o f the pockets o f the Irish consum er’, with ‘no attempts 

to expand or take a chance outside the confines o f  his country’. " ' Evidence o f  a failed 

commitment to economic development on the part of Irish employers was seen in 

ostentatious shows o f the new 1960s affluence, which for ICTU underpinned 

dissatisfaction there was ‘sufficient appreciation o f  the application o f all sections o f  the 

community o f the disciplines involved if  we are to make progress towards full 

employment’."^

With lack o f controls accorded to non-wage incomes (e.g. profits, dividends, director’s 

fees, professional fees), wage increases were also seen as aiding social justice in the new 

prosperity o f the 1960s, a ‘means o f bringing about more equitable income distribution’ in 

the words o f Schregle."^ The ITGW U’s John Carroll condemned ‘far too much brash 

display o f wealth by those who seem to come about it very easily, while so many o f our 

ordinary people have to work very hard to try and discharge their social and moral 

commitments to themselves and their kids’. He observed ‘many examples in our 

community o f the good things in life and many examples also o f those who have far too 

little’."'^ For Carroll, workers’ striving for a progressive upward trend in living standards 

represented a ‘basic and straight forward approach to social justice and economic 

development’."^
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In this Ireland inherited the adversarial British tradition o f  industrial relations, or 

‘collective laissez-faire’; this em erged historically to prevent w orker exploitation in a 

system  where em ployers sought to increase profits through m inim ising em ployee wages: in 

unity and w orker organisation lay strength and access to living wages. Rejecting calls 

for restraint. C ongress explained in the late 1960s ‘we have not seen the em ergence o f  any 

com m unity attitudes indicating a responsible approach tow ards relative standards o f  wealth 

and income. ‘Grab all you can get’ seem s to be the rather low basis on which our 

com m unity in general approaches the problem s o f  incom e d istribution’. ‘Collective 

laissez-faire’ was in turn claim ed to be reflected in the rising level o f  industrial unrest 

during the 1960s, despite its prevalence am ongst higher paid workers.

ICTU statem ents rem arked orderly industrial relations would be possible only ‘when

w orkers can expect, and em ployers are prepared to concede... w orkers living standards

should rise’. W ithout this, ‘the m ost elaborate and perfect m achinery for negotiations will
118not assist in attaining industrial peace’. Strike action, as well as inter-union and 

unofficial action, w as aided by the protection granted to it under Irish industrial relations 

law; only m inor restrictions existed. Action was m ainly governed by the British 1906 

Trade D isputes A ct, introduced at a tim e w hen trade unionism  was far w eaker; a trade 

dispute was broadly defined, failing to lim it disputes to those betw een individual 

em ployees and unions, w hile m aking no distinction betw een official and unofficial 

action."'^ The strike w eapon was central to union strength; an official w orking group 

noted that w ithout it, ‘freedom  o f  association and the right to negotiate w ould in general
1 7 0have little m eaning’.

Inflation, taxation a n d  consnm ptionism

The em phasis o f  G overnm ent econom ic policy on private enterprise, and trade union 

hostility, therefore further discouraged orderly wage developm ents during the 1960s. This
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emphasis, however, could also be seen as contributing additional distributional conflict and 

resulting inflationary pressures in the Irish economy, through the rise in public 

expenditure, and by implication, the taxation burden. Trade unionism for its part disputed 

the role o f wages in inflation, with ICTU contending it was determined by import and farm 

export prices, unjustified employer price increases, and importantly. Government policy,
1 9  1particularly budgetary policy. Control o f inflation was seen in trade union circles as a

Government and employer responsibility, through the restraining and prevention o f
122

unjustified taxation and price increases.

With regard to budgetary strategy, the rise in spending, and levying o f taxation, increased 

with higher wage levels and public sector expansion; farm subsidies, social welfare 

benefits, and public sector pay rose with inflation. While increased taxation cut private 

consumption, early 1960s M inister for Finance James Ryan rejected cost-of-living 

compensation when caused ‘either by a failure o f output to rise in line with money income 

increases already granted o r... taxation imposed to pay for improvements in collective 

s e r v i c e s A s  increased taxes were ‘balanced by collective benefits’, they did not 

represent a cut in the com munity’s living standards. ‘ What Ryan described was termed 

the ‘social wage’, ’̂  ̂a poorly developed concept in 1960s and 1970s Ireland. Instead of 

accepting the cut in private consumption or rise in the cost-of-living, however, there 

emerged a phenomenon known as ‘wage retaliation’, which saw indirect and direct tax
127increases that reduced take-home pay offset by higher gross wage demands. Some o f 

this was due to the ‘free public services’ perception o f the period, and it can be argued, 

worker emphasis on maintaining living standards.

Significantly, however, given the development o f  the tax burden during the 1960s, NESC 

also observed where it was acknowledged services had to be paid for, it was assumed they
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should be financed by people other than those who benefitted from them .’̂ ** This was an 

example o f  how inconsistent claims on Irish output were resolved by inflation. Rejection 

within trade unionism, strongly representative o f PAYE taxpayers, o f  the prevailing 

incidence o f  taxation was a dominant theme during the period o f this study. ICTU for its 

part regarded the system as deeply regressive in its indirect taxation emphasis and 

exemptions, the latter o f which was mainly tasked with fostering private sector
129expansion. W age bargaining’s perceived role as a redistributive tool, the Central Bank 

observed in 1974, was perhaps ‘motivated by the belief that... redistribution through the 

taxation/public expenditure mechanism has proved inadequate to meet their aspirations’.'̂ ® 

Resentment over the development o f fiscal policy, by encouraging distributional tension, 

therefore undermined development o f  a consensus on economic development during the 

1960s.

There was a further area, meanwhile, in which Government and trade union approaches 

were divergent: the effect o f wage increases, or injection o f expenditure more generally, on 

the Irish economy. Protection if not enhancement o f worker living standards or purchasing 

power was reconciled with the demands o f economic growth in trade union thinking in the 

1960s, and particularly in the wake o f the First Oil Shock. I'rade unions subscribed to a 

‘consum ptionist’ or ‘dem and-led’ philosophy, regarded in Government circles as 

‘fallacious','^ ' but which appeared influenced by the deflationary experience o f the 1950s, 

well within memory for trade union leaders and officials, when worker living standards
I T 2

and domestic demand were cut and there was a substantial rise in unemployment. 

Unemployment was attributed to inadequate purchasing power within the economy, and
1 TO

hence inadequate demand for goods, services and labour; through enhanced purchasing 

power higher wages were therefore seen as stimulating the e c o n o m y , a n d  particularly
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the home market, which remained the largest market for Irish goods and s e r v i c e s . W h i l e  

its limitations were a c c e p t e d , I C T U  contended production and export activity could only
I  ^ 7be maintained ‘on the basis o f a flourishing home market’.

Trade Unionism and centralised bargaining

These different elements o f trade union structure and philosophy, some provoked by 

Government action, served to undermine efforts in the early 1960s at matching pay to GNP 

growth. Governments tried to reassure workers, stressing the participation o f ICTU 

representatives in national planning bodies established during the early 1960s, which
138permitted understanding o f the ‘overall economic picture’, the ‘intentions o f the policy

1 ^ 0and... factors which determine its shape’; this in Lemass’ view was ‘further assurance... 

the national policies now being pursued are designed to serve their interests and... if  they 

should ever tend to deviate from this aim there are men in key positions who will quickly 

detect and alert them to the danger’.''**’ There appeared to be suspicion in union circles, 

however, that national policies were indeed designed to serve their interests, an important 

consideration given the task involved in co-opting trade unionism during the 1960s. 

Occupationalism reflected trade unionism’s tradition o f ‘adversarialism’, with individual 

unions, and particularly their members, traditionally seeing their task as one o f advancing 

w orkers’ interests in a hostile environment.

McCarthy alluded to this, outlining two views within trade unionism during the 1960s on 

greater union participation in economic and income planning. One welcomed the idea, glad 

trade unionism had won such acceptance, while the other, although well-disposed, was 

more reserved regarding tripartite arrangements. McCarthy identified the major, practical 

problem o f ‘retaining legitimacy or acceptability in the eyes o f thousands o f workers in 

circumstances where the trade union movement became clearly associated with 

government policies’. Trade unionism ’s tradition was adversarial, ‘in a civilised and co

operative sense, but... an adversary nonetheless’; the difficulty lay ‘not in the disposition o f
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the trade union movement but in its capacity to deliver’.'"" This adversarialism could be 

seen as being reinforced by the instability o f the period, both in terms o f inter-union and 

inter-occupation competition, and the effects o f Government fiscal policy.

This in turn encouraged maintenance o f  w orkers’ focus on more immediate or shorter term 

considerations, such as maintenance o f  differentials or living standards. Centralised 

bargaining itself implied a shift in power from individual unions to ICTU, entailing for 

unions ‘quite different functions than those they now perform’, as Lemass 

acknowledged.'"*^ While there were several centralised agreements between employers and 

trade unions during the post-war period, notably in 1964, they were still regarded in the 

1960s as ‘exceptional measures or temporary expedients... to deal with a joint problem at a 

particular tim e’.'"*̂  Ultimately, unions anticipated loss o f membership if  their main 

function o f  fighting for higher wages was r e m o v e d . A n  ICTU capacity to deliver, at least 

on wages, was clear in the 1960s. There consequently emerged an uneasy co-existence o f 

national and local trade union activity during the 1960s.

ICTU representatives participated in numerous national planning bodies, although 

admittedly following Congress pressure, such as in the case o f the Committee on hidustrial 

Organisation;'"'*’ this was while rejecting Government intervention in collective bargaining, 

such as through wage guidelines, which in keeping with the adversarial tradition and 

individual union autonomy, conflicted with trade unionism ’s rejection o f State or legal 

regulation, and a commitment to free collective bargaining for better wages and working 

conditions between unions and e m p lo y e rs .C o n g re s s  had warned in 1963 ‘it could not in 

any circumstances accept direction from any Government as to when wage increases might 

be sought by the trade unions or as to the basis on which claims for higher wages and 

salaries could be made... any attempt to interfere with the right o f trade unions to protect 

the interests o f their members... through free collective bargaining will be resisted’.'"*̂
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I'hat this approach was influenced by the competitive and unstable trade union 

environment was suggested in the broadening o f the NIEC, from a body originally 

concerned with advising on income developments as intended by Lemass, viewed in trade
148union circles as a wage council, into a general economic advisory council, with 

Government, employer and trade union representatives. ICTU, however, explained any 

mention o f incomes ‘would not be accepted by the trade union m ovem ent’; Congress 

‘could not go any faster than their members’. T h e  growth o f the 1960s created what 

ICTU ’s Jim Larkin Junior described as a ‘fevered atmosphere’ and fantastic claims, which 

posed a ‘serious challenge to the trade union leadership’. He thought the aim ‘should be to 

avoid unnecessary responsibilities until the position had quietened down... The greatest 

risk for the trade union movement lay in the danger o f  their making an agreement... they 

could not deliver’.'̂ *’

Government and excessive M’age developments

Fianna Fail Governments during the 1960s, while partly culpable, were predictably critical 

o f  the wage developments that emerged. Minister for Finance James Ryan maintained in 

1963 economic programming ‘could not take place on the basis o f  wage inflation and 

unproductive deficits in the balance o f paym ents’.'^' Its options, however, were limited by 

several factors. Firstly, Governments identified union multiplicity, and its occupational 

nature, as a major complicating factor in Irish industrial relations; fearing higher union 

activity under centralised bargaining to justify their existence, officials concluded a ‘strong
t ^2and rationalised movement’ was a prerequisite to a successful incomes policy. " 

Government action to effect such rationalisation, however, was constitutionally prohibited.

A rationalised movement on industrial trade union lines was a longstanding Government
1 ^ 3objective; ‘ Fianna Fail attempted to impose such a structure and tackle union 

proliferation in its 1941 Trade Union Act, which provided for a Tribunal with power to

148
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restrict organisational rights for classes o f  w orkers to one or more unions.'*’'* This provision 

was struck dow n by the Suprem e Court in 1947, however, on freedom  o f  association 

grounds,'*’̂  which m eant the State could regulate union activity but only in a m anner 

consistent with the C onstitution’s ‘rather far-reaching individualism ’.'^^ The A ct’s 

introduction o f  negotiation licenses, which increased the difficulty o f  unnecessary 

proliferation, however, stood; unions needed to obtain these from the M inister for Industry 

and Com m erce, who had no discretion to refuse if  certain conditions w ere m et, such as a 

m inim um  num ber o f  m em bers and a deposit w ith the High Court.'

G overnm ents were further constrained by International Labour O rganisation (ILO) 

conventions on freedom  o f  association and collective bargaining (N os.87 and 98), which 

rejected State regulation o f  freedom  o f  association in the public interest.'^** In the 1960s 

G overnm ents were in any case reluctant to intervene to contain excessive wage 

developm ents by m eans o f  coercive legislation or statutory controls. G overnm ents 

recognised the voluntaristic tradition o f  Irish industrial relations, and the S tate’s role o f  

‘providing an appropriate institutional fram ew ork and supplying econom ic guidance, while 

leaving the parties directly concerned the m axim um  freedom to determ ine their own 

affairs’.'*’*̂ W ithin this fram ew ork freely given consent was seen as holding m ore prom ise 

for the effective application o f  econom ic policies.

As Sean Lem ass explained at the height o f  the Cold W ar in 1963, statutory intervention 

related ‘to a different political system  to that we have established and desire to m ain ta in ’. 

W hile indicative planning was ‘not... as tidy, or perhaps as effective in a direct sense’, it 

conform ed ‘to our basic national philosophy which requires us to recognise each m an ’s 

right to act freely, on his responsibility and initiative and to rely on our expectation... he
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will act responsibly, recognising his obligation to bring his interests into harmony with the 

needs o f the community’. It was ‘better... the country should achieve its targets because 

progress is what everybody wants, and by reason o f a general willingness to bring sectional 

policies and aims into concord with the national objective’. L e m a s s  felt in a democratic 

society application o f plans was ‘better secured by reason o f their voluntary acceptance 

rather than... the enactment and enforcement o f laws’.

There was also a practical element to this consensual approach. Given trade unionism ’s 

adversarial tradition, and its rejection o f Government guidelines, intervention threatened to

intensify prevailing levels o f industrial unrest, making such a policy unworkable by
162provoking vehement union agitation. In 1966 the Labour Court warned any attempt to 

limit increases entailed a danger o f  ‘widespread industrial conflict’, and that it was 

conceivable ‘the damage inflicted... coupled with the disadvantage springing from a 

discontented labour force could very well have worse effects on the national economy than 

increases in wages in excess o f what could be covered immediately by the increase in 

national production’. S t a t u t o r y  controls also relied on employer initiative in exercising 

any sanction; employer-union conspiracy was known in circumventing Government 

intervention,'^'* 1960s Governments therefore relied on exhortation for income moderation, 

encouragement o f industrial trade unionism,'^** and the hope that tariff reduction and 

increased competition would help eliminate cost increasing inefficient p r a c t ic e s ,h e lp in g  

control prices and reduce suspicions o f profitability as a marker o f competitive 

efficiency.
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The Government’s private enterprise-centred strategy, however, was uhimately presented 

with a dilemma. By deliberately setting out to highlight confidence in the economy and its

future growlh prospects, it fuelled wage expectations, as in a competitive climate, and in
168the name o f advancing social justice, unions claimed their share o f national growth. As 

ICTU’s Donal Nevin remarked in 1961, Government Ministers seemed to ‘vie with each 

other to paint a eulogistic picture o f  our economic achievements’. In seeking wage 

increases, unions could ‘take these Government spokesmen at their word... and look for 

our share o f  the prosperity’. E a r l y  1970s Minister for Labour Joe Brennan summarised 

the dilemma: the Government was ‘trying to expand the economy while walking on a tight 

rope... if revenue was buoyant it would likely disappear into wage increases’.'̂ **

ICTU, Larkinism and Income Planning

Within the trade union movement o f  the 1960s and 1970s, however, there existed elements, 

particularly within ICTU and the large general unions, home to many lower-paid workers, 

which opposed the sectionalist driven wage developments, favouring instead a more 

disciplined and centralised approach. This arose from a view that inter-union competition 

led to dominance o f  a private enterprise ethic within the movement. As McCarthy 

remarked, unions had strayed from ‘protective societies for w orkers’ to become ‘quasi

commercial organisations each attempting to secure the largest volume o f  support through 

offering to obtain better remuneration’;'^ ' they appeared to ‘accept in practice the 

particular orthodoxy o f the market from which their difficulty springs... trade unions as we 

know them today would no longer exist if  in fact the socialist dream were achieved, but 

would become something quite other’.

M cCarthy’s analysis was one shared by leading ICTU leaders during the 1960s. Congress 

General Secretary Ruaidhri Roberts remarked in 1967 ‘if  our movement is to go on 

behaving as if  it was imbued with the philosophy o f the nineteenth century laissez faire 

economists whom we have so often criticised, and ... accept in practice... the 

assum ption... each group for itself will win the day ... none o f  the objectives... we have set
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out will in fact be realised’. '’  ̂ Roberts was particularly critical o f the differential system, 

pointing to the futility o f differential movements, the pitting o f  worker against worker, 

encouragement o f a ‘snobbery amongst the working class’, the rupturing o f union 

solidarity by acts o f one-upmanship, and the demoralising effect on individual unions 

unable to keep up with wage leaders.'^"'

Differential movements and free for all bargaining were in turn seen as militating against 

social justice, favouring the most powerful and militant, while leaving those with less 

bargaining power or the inadequately organised behind.'^*' With inflation and Government 

taxation rising in tandem with disorderly wage developments, more powerful groups were 

better able to protect themselves, with less privileged groups disproportionately hit. 

Ultimately, by maintaining the existing distribution o f income, differentials were seen as 

preserving ‘all the injustice and inequity o f the present time... high incomes for people 

whose contribution is relatively small or even negative and... the environment o f the
176overcrowded dwelling, the homeless people and the socially deprived’.

I'his critique had its roots in a 1960s trade union analysis that viewed this private 

enterprise ethic, and the social injustices it preserved, as a reflection o f the society in which 

unions found themselves, and which underpinned their adversarialism: one o f a 

traditionally conservative Irish electorate, the weakness o f left wing parties, and the 

resulting dominance o f conservative economic and social policies. With the weakness o f 

left wing politics, there instead emerged a line o f thought which favoured using the 

numerical strength o f trade unionism, through greater movement cohesion, to help offset 

this political weakness, and create a more just economic and social order. This in turn 

involved a broader approach to trade union activity, and engagement with Government 

policy, which advocates viewed as better serving the interests o f trade unionists than a 

simple wages-only approach.

The intellectual leader o f this thinking was Jim Larkin Junior, a one-time Communist, 

significantly a Labour Party TD in the 1940s and 1950s, and general secretary o f the WUI
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until his death in 1969. Rejecting traditional, adversarial trade unionism, Larkin saw a need 

for strong political parties o f the working class to help secure freedom from social 

injustices and exercise control over economic policy. The weakness o f the Labour Party, 

however, was seen as devolving upon trade unionism the responsibility for accomplishing 

many o f the social democratic tasks that in any other Western European country would 

have been the role o f  the Labour m ovem ent’s political wing.'^^ An enhanced worker role 

was central to this, with Larkin seeking to encourage trade unionists to achieve ‘not just a 

victory wrung from employers, but the means to achieve that victory by convincing 

workers that they should no longer rest content with playing second fiddle’. Importantly,
178this involved a broader participation by trade unionism.

Implicit in this was a broader trade union vision, popularly known as ‘Larkinism ’, which 

sought to shift trade union attentions from more short-term interests, in a direction which 

would better advance their interests. Larkin was essentially ‘developmentalist’ in his 

outlook, placing emphasis on the need for increased wealth creation in the context o f 

external expansion. Such an outlook was reflected in ICTU’s main objectives, described in 

1972 as the achievement and maintenance o f full employment, a steady rise in living 

standards, equality o f opportunity, a fairer distribution o f income and wealth, the 

elimination o f poverty, and comprehensive adequate welfare s e r v ic e s .T h e s e  were 

deemed realisable only through a broader and more centralised approach to wage 

bargaining, through the influencing o f Government policy towards the maximisation o f 

economic growth, employment and social justice.

Larkin him self explained the logic o f his approach in the early 1960s, advising a wages-
180only approach would not o f itself resolve the problems o f trade union members, and how

wages were determined by general economic activity, employment levels and union

strength; this broadened understanding o f the different relationships in society demanded

union engagement with the political and legislative sphere to properly safeguard the real
1 1living standards o f trade unionists. Referring to trade unionism’s adversarial tradition,

O ' R iordan. M anus. The I 'oice o f  a  Thinking  In lelligenI M ovem ent- Ja m es Larkin  J u n io r  a n d  the Ideo log ica l M odern isa tion  o f  Irish  
I'rade U nionism . Irish L abour H istory  Socicty, D ublin, 2001, p.35 and p.37
178

Ibid. p. 18
179

NAI ICTU R ecords. Box 43 E conom ic, Social D evelopm ent (4005A ). "Irish  C ongress of I rade U nions- l ourteenth  Annual 
D elegate C onference .luly 1972- D iscussion  D ocum ent on Hconom ic and Social D evelopm ent", p .2
180

Irish C ongress o f  Trade U nions. S eco n d  A n n u a l Report. I960. p ,I4 I  

Irish C ongress o f  Trade U nions. N in th  A n n u a l Report- 1967 Portrush. p .280

57



Larkin remarked that through unions workers had ‘fought their way upward in society, and 

their needs... outlook... whole concept o f what life should and can offer, has broadened 

out’. Unions now had to ‘undertake the task o f applying trade union thinking and education 

to this new and higher stage in the forward struggle o f the working class’, which required

removing the ‘cynicism, lack o f confidence, indifference, even selfishness, among wide
182sections o f trade unionists’.

ICTU saw such influence as resulting in a fairer and more effective exercise o f government 

policy, and ultimately Irish society. It explained in 1960 how union engagement with 

national policy making would strengthen the people’s control over government, prevent re- 

emergence o f dominant special and limited interests, involve use o f the power o f  the State 

to develop the nation’s resources and increase production in the interests o f  the people, and 

lead to enhanced employment opportunities, rising living standards, equality o f
183opportunity, and elimination o f social injustice. The latter tied into ICTU’s support 

during this time for a ‘National Minimum Income’ rather than a statutory minimum wage, 

involving identification o f  the poverty line, and securing o f  a proper standard o f living for 

workers through collective bargaining and appropriate taxation and social security 

measures, which best met differing levels o f need.'**'*

Crucially, the Larkinite approach envisaged promotion, through ICTU, o f the general lot o f 

workers in a spirit o f solidarity, rather than inter-worker haggling over wages: the 

‘abandonment o f status as we know it, and all the symbols and attributes o f  status’, as it 

was later put.'*^ Larkin Junior wrote how if  a worker was going to improve his economic 

position ‘it has got to come from a general raising o f the worker’s position as a w hole’.

This implied income planning, with a view to maximising economic growth, employment
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187expansion and rising living standards through a national development programme. This 

was embodied in ICTU’s support from the mid-1960s for a Prices and Incomes policy, 

common in post-war European economies, and in which importantly, statutory restraint o f 

non-wage incomes (profits, professional earnings, dividends, rents, capital gains, etc), seen 

as the major inflationary forces, was key to voluntary worker restraint to serve the long

term community interest;'** real wage increases were to be secured through effective price 

control.'**^

With the total volume o f increased demand adjusted to increase output, the policy was to 

be directed towards substantial increases for lower paid wage and salary earners and 

welfare beneficiaries, which entailed limitations in the incomes secured by the higher 

paid;'^^ and general increases in wage and salary income sufficient to offset price 

increases, and ensure a steadily rising standard o f living.'^' As Congress explained, such a 

policy was part o f a need to ‘awaken the interests o f our members and the consciousness of 

our community in the concept o f a changing social structure, in which if  we are not 

successful in creating an awareness o f just and humane objectives, it is likely to be unjust 

and inhumane’.

I C T l f  and reform o f  trade union striiclures during the 1960s

ICTU recognised, however, that in order to underpin this approach and achieve more unity 

o f purpose, there was a need to vest greater authority in the trade union centre, a key 

component o f successful corporatism, through the reform o f existing union structures. 

Ruaidhri Roberts spoke o f how progressing towards a more just and sharing society 

required unions to jo in  together in pursuit o f their common objectives, ‘identify and 

eradicate those forces within the movement who with fine declarations o f concern for 

workers’ interests, by their actions split the w orkers’ movement, divide its strength and 

vitiate its power to achieve its objectives’.'*̂  ̂ Jimmy Dunne o f the Marine Port and General 

W orkers’ Union (MPGWU) also called for ‘more forceful... united... intelligent action’ to
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change the ‘basic social structures and system which at present must always leave our 

people in w ant’; more rational structures were to permit trade unionism to ‘use its 

tremendous political power to attain greater aims and a greater re-structuring o f  society, 

and not the resolution o f petty squabbles about self-interest that leave us with a history o f 

happenings but no overall achievem ent’.'*̂ ''

Structural reform was a longstanding goal o f trade unionism, dating back to the early 

twentieth c e n t u r y . I C T U ’s founding charter committed it to industrial trade unionism,'^^
197an aspiration restated throughout the 1960s. Congress meanwhile viewed improved 

structures as increasingly vital in order to advance the interests o f  workers, with growing 

Government intervention in collective bargaining, development o f other powerful 

economic interest groups at national level, rapid technological change, the onset o f  free 

trade, and their implications for employment, training and the maintenance o f worker
198living standards. An ICTU committee argued what was required was an organisation 

that could ‘effectively influence changes in society directed towards a more equitable 

distribution o f wealth and... development o f the resources o f  the nation in the interests o f 

the people’; similarly, more efficient means o f  communication between unions and their 

members, given the increasing importance o f mass media and sources o f information and
• • 199opmion.

ICTU pursued structural reform from the early 1960s, on the basis o f  consent o f affiliated 

unions, who had to believe reform was in their best interests; a 1961 Congress Executive 

Council statement made clear change would be ‘in accordance with the democratic 

traditions o f the trade union movement and... the approval o f the movement as a w hole’. 

The objective was pursued through establishment o f a Committee on Trade Union
901Organisation in the early 1960s, aimed at encouraging individual unions to discuss
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am algam ation and closer w orking relations, group representation and inter-union 

r e l a t i o n s , a n d  industrial com m ittees, to perform  functions in the bargaining and 

inform ation fields. The C om m ittee believed a m ore effective national organisation 

required substantial increases in contributions, em ploym ent o f  m ore specialist officials, 

and a flexible structure to protect m inority  interests through adequate grievance 

m echanism s.

The efforts o f  this com m ittee, how ever, were largely unsuccessful, described by one
20^m em ber in 1967 as a ‘recital o f  rather frustrating and fruitless experiences’; ' only a few 

m ergers or am algam ations resulted,^^*’ w ith the Com m ittee lapsing in the late 1960s due to 

disinterest. For Ruaidhri Roberts, the ‘m assive d isin terest’ in better organisation was an 

indication o f  w eakness in trade un ion ism ’s purpose and direction: ‘if  we are content to let 

society develop in another direction and to com pete w ith each other for the choicer crum bs 

from the m asters’ table, then small sectional trade unions or sections which dem and 

recognition by unions for their selfish acts are the kind o f  union... m ost suited to our 

purpose’.

I'he C om m ittee identified several specific factors that frustrated its efforts, such as 

different union rates or contributions, and tensions betw een British and Irish unions. 

U ltim ately, however, it highlighted the fact that m any m em bers o f  small unions preferred 

the advantage o f  specialised sectional representation, even at the expense o f  better 

services.^*’* Fear that a logical unitary trade union structure would becom e an ‘agency o f  

the establishm ent’ was also acknow ledged, union m em bers perhaps thinking it better to 

retain a non-structure and body less rem ote than a large union executive;^®^ significantly.
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fear o f  absorption in a large group was also acute with minority interests, particularly 

better-paid craftsmen, supervisors, clerical and professional workers.

This was a legacy o f  adversarialism. Francis Devine, formerly o f  the ITGWU, recalled 

most trade union activity was reactive, and that union officials were more comfortable in 

that role; unions knew how to be confrontational. Social Partnership was all very well, but 

once bargaining moved away from a purely wages-only approach, they were out o f  their 

bailiwick, unsure whether certain commitments or goals could be achieved. At the same 

time, however, wage increases reduced wages, moving workers from one tax band to
T  1 1

another.^ M cCarthy also referred to this when writing o f the ‘fundamental dilem m a’ o f 

trade unionism ’s role. As long as it ‘performed the role o f  adversary... its members could 

be confident... their views would be adequately expressed... the function was clear. 

However, the more a trade union entered into partnership with m anagem ent... the

em ployer... the more confused would its role be to speak on their behalf, and the more
2 ] 2likely would its members be to reject it, perhaps to the extreme o f unofficial action’.

At a national level this emerged in ‘how far such developments should be permitted to 

grow if  they are not to endanger the trade union’s legitimacy as representative o f quite 

distinct and at times quite contrary interests’.^ W i th  the level o f unstable inter-union 

competition during the 1960s, facilitated by economic growth, the argument that vesting 

greater authority in ICTU was in the best interests o f trade union members was perhaps 

difficult to appreciate. The period permitted scope for a destabilising sectionalism, 

ensuring unions had enough resources to carry on; even small tightly-knit unions did as 

well as larger unions.^'"' Longstanding rivalries, only intensified by the period’s inter-union 

competition, undoubtedly also played a part. Several o f the trade unionists interviewed for 

this thesis remarked unions never merged for positive reasons, but because they had to,
9  1 Susually due to financial difficulties.
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NIEC Prices and Incomes Policy

The ICTU push for centralised bargaining and structural reform had raised Government 

hopes from the mid-1960s for a means, after the failures o f the early 1960s, o f establishing 

a relationship between pay and productivity. The failure o f the ICTU reform efforts, 

however, served to undermine this initiative, which had built upon trade unionism ’s 

stipulation on the control o f non-wage incomes. This initiative was the formulation o f a 

Prices and Incomes Policy by Government, employer and ICTU representatives in the 

NIEC after 1965. The Council had proposed such a policy in 1965 following evidence o f 

the implications o f disorderly wage developments in a free trade environment, namely that 

year’s balance o f payments crisis. This followed increased import penetration, unilateral 

tariff reductions in 1963/64, and rising Irish inflation (from 2.5% in 1963 to 6.7% and 5% 

in 1964/65),^'^ which enhanced import competitiveness.^'^ Ireland’s balance o f payments 

deficit rose from £13.1m in 1962 to £31,4m in 1964. '̂**

I’he initiative was further inspired by the introduction o f a similar policy in Britain, 

Ireland’s chief export market, in 1965, and fears for Irish exports if  it succeeded in 

enhancing British competitiveness;^'*^ Irish wage costs had already risen 17% in 1960-64, 

compared to 7% in Britain. In a major report published in the wake o f the crisis, the 

NIEC, referring to differentials and the treatment o f non-wage incomes, importantly 

highlighted the existence o f  distributional conflict, namely dissatisfaction with wage and 

salary, and wage and non-wage income differences, which by generating social tensions

and encouraging excessive wage claims, posed a ‘real danger to economic stability in the
2 2 1immediate future’. Noting no universal acceptance o f changing relationships between 

average incomes in different sectors, and a feeling there was no justification for existing 

differences between different kinds o f incomes,^^^ it proposed addressing this 

dissatisfaction through an incomes policy that concerned itself with the behaviour o f all 

money incomes, rather than particular components such as wages or profits i.e. wages and
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salaries, farmer and self-employed, professional earnings, rents, and realised capital 

gains.

It was on this basis that the Council embarked on formulating an agreed policy, finalised in 

April 1970. The report proposed voluntary control o f  wages and salaries, aiming by 

dealing with all forms o f income to establish in the long-run a relationship between money 

incomes and growth in national production, and maximise real income increases.^^'^ 

Significantly, the Council pointed to conflicting interpretations among its members o f 

inflation in Irish society, indication o f divergent understandings o f  the relationships within 

the Irish economy, highlighting how none o f  its parties was prepared to accept primary 

responsibility for causing or curing inflation, despite acknowledging its dire consequences; 

without acceptance o f responsibilities, there was ‘very little hope o f  keeping inflation here
22Swithin the bounds... occurring in other countries’. ' During the report’s five year 

gestation, however, the difficulties involved in the policy’s basic vision o f non-wage 

income controls, acknowledged by the Council in 1965, were underlined; this proved a 

problematic issue for Irish economic policy into the 1970s.

In keeping with the Government policy o f  encouraging profitability, the NIEC noted 

profits could not be pre-determined, and even if control was desirable that was not the case 

where they were competitively earned, as from exporting; the NIEC stressed the policy
227was not designed to prevent profits from growing. Officials also pointed to the problem 

o f statutory controls in a country reliant on foreign investment; the Department o f 

Industry and Commerce agreed dividend or profit control would discourage foreign 

investors, while their permanent exemption risked unfair discrimination against Irish 

in d u stria lis ts .Im p o rta n tly , some o f these difficulties were also recognised by ICTU. As 

early as 1963 Ruaidhri Roberts doubted the practicality o f  permanently regulating non- 

wage incomes; this rested on the Irish industrial incentive programme, which
231emphasised profitability and the Irish econom y’s open nature. During ICTU’s mid-
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1960s debate on the policy, he instead proposed resolving this through indexation o f wages 

to prices: an ‘escalator clause’. In keeping with the prevailing ICTU view o f inflation, this 

was to make wages a neutral element in the economy, deterring inflationary tax increases 

by Government, or unjustified price increases by employers.

Control o f  non-wage incomes and enhancement o f  productivity

In its final report, the NIEC restated the means o f controlling non-wage incomes was not
233obvious, instead making several proposals for greater containment, which fell short o f 

strict control. It suggested more effective competition, particularly in sheltered sectors, to 

prevent excessive growth in aggregate profits;^^"* empowering o f Fair Trade Commission 

investigations o f areas such as professional services (i.e. legal, medical, architectural 

services, etc); containment o f price increases through surveillance and investigation o f
23 ̂special cases, offsetting o f cost increases by productivity improvements; ' and the need 

for greater tax equity, especially in direct taxation.

In common with the early 1960s initiatives, the NIEC report also emphasised positive 

policies to enhance output and productivity at plant, industry and national level, attributing 

lower-paid incomes as sometimes due to low productivity or non-unionisation, with efforts 

needed to raise their employment’s productivity or transfer them to more productive
237enterprises; family allowances and other redistributive measures were also relevant, 

which required acceptance o f tax increases without ‘wage retaliation’ to ensure 

redistribution.^^* A shift in emphasis from craft or occupational groups to firm/industry 

groups was recommended to secure consensus on reasonable differentials between wage
239and non-wage incomes. To facilitate higher productivity growth, moderate skills 

shortages that generated excessive income increases, and enhance worker security, 

manpower measures i.e. retraining, placement and resettlement, were also advised.
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Inslitntkm al prom otion of a link between p a y  and productivity

By securing consensus on income distribution and enhancing productivity, these measures 

were to be directed towards estabhshing a relationship between pay and productivity. The 

report also stressed how the success o f  the policy rested on acceptance by all groups o f the 

need for relating income increases to GNP growth, which presupposed wider 

understanding o f the relationships between prices, incomes and productivity;^'^' this was a 

reflection o f  Irish society’s unsophisticated grasp o f economic matters during the 1960s. 

The NIEC saw this as being promoted institutionally, to ensure satisfactory growth in real 

incomes for those already employed, ‘and the fastest progress towards full employment o f 

the potential Irish work force o f the future’.

The NIEC was to fulfil a role similar to Lemass’ original vision for the Council, 

undertaking periodic economic reviews, and enunciating guidelines for appropriate pay 

increases in light o f international and external developments, and their consequences for 

higher employment and output;^'*^ and their translation by the ELC into operationally 

useful terms for union and employer negotiators. The ELC was also to provide a forum for 

discussing and reviewing income and price developments, ensuring settlements conformed 

with guidelines, and other industrial relations functions.^'*'* This was to be supplemented on 

the prices side by an investigatory body to analyse the inter-relationship and clarify the 

links between incomes, prices, productivity and employment, enlighten public opinion, and 

highlight developments contrary to the public interest.

Importantly, the prices body was also to elicit support for orderly change in differentials,^"*^ 

examine the appropriateness o f existing pay structures in changed conditions,^"*^ and 

possibilities for more efficient management and labour practices, and hence productivity 

g r o w t h . O n  an experimental basis, it proposed using relevant existing bodies- the Labour 

Court, Prices Section o f the Department o f Industry and Commerce, and the Fair Trade
2 4 8Commission, to give proper weight to the inter-relationship between incomes and prices.
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This was to be co-ordinated by an Incom es and Prices Com m ittee, including the chairm en 

o f  the co-ordinated bodies, senior civil servants, and six non-official m em bers, including 

the chairman,^'*^ tasked w ith advising the appropriate M inister on incom es and prices cases 

for study.

ICTU and the NI EC policy

The N IEC policy, however, stressed as central to its successful im plem entation the tackling 

o f  existing, particularly occupational union structures, and vesting o f  greater authority  in
9  S  1

both em ployer and trade union organisations. ' During the policy’s gestation, a 

D epartm ent o f  Labour official pointed to its proposed voluntary nature for w age earners, 

while other incom es w ere controlled: was it ‘thought if  two elem ents are controlled... in the 

third elem ent... such m ature responsibility will suddenly be shown (where it has not been 

show n before) that direct control is not necessary?’ ' The Council viewed the po licy’s 

success as resting on educational cam paigns and the exercising o f  responsibilities; existing 

em ployer and union organisation, however, made it 'd ifficult to ensu re ... it is reflected in 

deeds’. ' M ultiple em ployer organisations negotiating with unions threatened consistent 

application o f  a policy, w hile occupational union structures were based on m aintaining 

relativities rather than agreeing what they should be. Union em phasis on dem ocracy at all 

levels also made internal com m unication ‘cum bersom e and decision-m aking d ifficu lt’, as 

ICTU was unable to im pose its views on affiliated unions.

The failure o f  IC TU ’s reform  efforts in the later 1960s therefore im pacted on the potential 

for a successful Prices and Incom es policy. Publication o f  the latter, how ever, was also 

followed by the narrow  rejection by ICTU unions in July 1970 (191 to 170) o f  the N IEC 

policy; this was despite the agreem ent o f the Congress representatives on the Council. At 

that July 1970 Conference Larkinite Congress leaders advocated the adoption by trade 

unionism  o f  certain responsibilities and disciplines to help tackle inflation, advance 

econom ic and social change, and address the plight o f  the lower-paid. ' The alternative, 

according to the W U I’s Paddy Cardiff, was pursuit o f ‘sectional, selfish objectives w ithout
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regard to the damage wreaked upon our fellow workers or the economy itse lf  Charles 

McCarthy, a supporter o f  the policy at the Conference, later rationalised the major reason 

for the rejection was trade unionism’s ‘reluctance... to go so far in joint economic 

institutions’.̂ *'̂

Commentary from the time, however, suggested that the profit issue was central, and that 

the narrow rejection reflected a lack o f  union faith in the measures proposed to control 

non-wage incomes. ‘ This was to be a longstanding obstacle to trade union co-operation 

on wage moderation. The ICTU rejection was taken to imply rejection o f the specific 

vision proposed by the NIEC; a resolution stating implacable opposition to such a policy,
9 SOtabled by British craft unions, was also defeated. As early as 1969 ICTU acknowledged 

amongst unions lack o f  a ‘universal wholehearted commitment to implement incomes

policy... serious doubts are entertained by many trade union members as to their
260practicability and effectiveness o f  such a policy to achieve its objectives’. Trade 

unionists expressed disappointment with the price provisions, with a desire for stricter
9 AIregulation, not merely surveillance and enhanced competition; throughout the 1960s the 

effectiveness o f competition in moderating prices was rejected, with suspicions o f trading 

association monopolies and employer profiteering under the cover o f indirect tax 

increases.

Developm ent o f  the 1970 Inflationary Crisis

I'he failure o f the ICTU structural reform efforts, and the Prices and Incomes policy 

initiative, therefore determined the shape and dynamics o f the trade unionism that 

confronted Irish policy makers in the 1970s. This entailed preservation o f a member- 

centred and shop-floor determined dynamic, which paid little heed to any relationship 

between pay and productivity. These dynamics, combined with both Government and 

externally induced instability, in turn played a central role in generating the 1970
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Inflationary C risis, a pivotal m om ent for the post-1958 Irish growlh strategy, and the 

legacy o f  w hich is important in appreciating  Governm ent-ICTU  relations in the inter-oil 

shock period. Externally  induced instability  in the Irish econom y was increasingly 

influential from  the later 1960s, underm ining m acroeconom ic stability, and the shift o f  a 

traditionally adversarial trade union m ovem ent to co-operation with G overnm ent, by 

im parting an inflationary bias to w age bargaining.

O ’ Donnell has argued o f  the social partnership that em erged from the late 1980s that low 

and predictable inflation underpinned the agreem ents, depoliticising inflation and freeing 

m anagem ent and trade union energies for issues such as corporate strategy, technical 

change, training in the workplace, w orking  practices and other im portant influences on 

international competitiveness.^^'^ In the 1960s and 1970s, however, the Irish pound 

m aintained a one-for-one parity w ith the British pound Sterling, dictated by trade since 

independence but which through B rita in ’s price instability, acted as an increasingly volatile 

source o f  im ported inflation from the late 1960s. This posed an obstacle to union 

w illingness to engage in a more orderly , planned system  o f  incom e determination.^^** The 

difficulties posed by Sterling becam e acute follow ing its devaluation in N ovem ber 1967, 

which the Irish pound shadowed. I 'h is  in turn played a pivotal role in the late 1960s 

acceleration o f  inflation, raising im port prices and therefore the cost o f  living. Rejection o f  

Ireland’s price taker status w ithin trade unionism  in turn saw  com pensatory wage dem ands. 

Em ployee incom es in turn began to dom inate inflation’s contributory causes, as industrial 

incom es increased 42%  against 19% G N P growth in 1965-69.^^"'

W age inflation’s acceleration was in turn encouraged by the em ergence in Ireland o f  a 

general W estern phenom enon that was a product o f  the period’s rapid growth, and credited 

w ith causing the breakdow n o f  the Philips curve in the late 1960s: the ‘inflationary 

psychology’. W ith continuous econom ic growth and em ergence o f ‘creeping infla tion’ 

internationally during the later 1960s, resistance to inflation was w eakened am ong workers 

and em ployers. Com m unities were seen as becom ing psychologically attuned to inflation, 

with each sector basing its behaviour on the assum ption o f  continuing sharp price rises.
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and taking steps in advance to protect themselves through anticipatory price and wage 

increases; inflation tended to perpetuate itself and a c c e l e r a t e . I n  wage bargaining this 

meant with rising inflation part o f  each wage increase was recognised as an illusion and
267not an actual improvement, leading to bidding up o f wage claims.

This psychology was meanwhile encouraged by continuation o f Irish annual export growth
9 A8

of 20-25%, enhanced by devaluation, which further undermined appreciation o f  a need 

for wage moderation and any relationship between wages and employment levels; aided by 

the boost to competitiveness provided by devaluation, excessive income increases were 

succeeded, temporarily at least, by expansion rather than reduction o f exports and 

employment. The argument expansion would have been greater with moderation, an
' ) f \Qofficial noted, ‘was hard to get across’. These trends were further encouraged by the 

protection o f Irish competitiveness in the late 1960s by generalised international inflation, 

which helped insulate against the worst effects o f costs deterioration,^^'’ and Ireland’s 

strong starting competitive position, which helped it absorb more rapid cost-increases over
771a fairly long period, without serious effects on economic activity. Jack Lynch warned 

this co-existence o f quickening price increases with growth made it difficult to convince
272people o f the ‘damage... inflation can and does do’.

This led to the emergence o f a Government criticism that was implicit in the structure o f  

trade unionism, and recurrent throughout the 1970s: unions as serving the interests o f  the 

employed. Not ordinarily leading to mass lay-offs, any slowing o f growth was seen merely 

as resulting in fewer openings: the ‘jobs o f the vast majority o f workers (and especially
273prominent trade union members) remain unaffected’. Jack Lynch also pointed to how 

higher costs and curbs on employment represented a number o f Irish boys and girls who 

must leave the country for want o f work at hom e’; trade unionism’s negotiating procedures 

were weighted towards ‘those already employed and employing... and others... who may
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have expectations o f a living here are obliged to stand aside and watch the spoils being 

divided’. H e n c e  Minister for Labour Paddy Hillery’s fear in 1967 that ‘we must wait for 

wholesale disemployment or some other catastrophe before getting a sensible approach to
27^these matters’. ' I ’his focus on relative pay was reflected in the development that more 

than anything helped spark the inflationary crisis: the 1969 maintenance dispute. This saw 

the combination o f  the inflationary psychology with the differential mindset, setting in 

train a wages spiral that culminated in 1970.

The M aintenance Settlement and the 1970 Inflationary Crisis

Traditional wage leaders, maintenance craftsmen struck out in early 1969 for a status claim 

to recognise their skills and responsibility, in an action described as ‘cynical, self-seeking,
276widely destructive and overwhelmingly successful’. By withdrawing their essential 

labour, they crippled industry, and put 31,000 out o f work for the duration o f their 

stoppage, rhe action, which violated ICTU strike guidelines, resulted in a massive 20%
277increase phased over 18 months, far in excess o f inflation or 1969’s 4% GNP growth.

ICTU leaders attacked the action, the increasing use o f union power against other
278workers, and denied the possibility o f all-round 20% increases without large-scale

279unemployment. I’he W Ul’s Denis Larkin stressed the need to get away from ‘each 

section going it alone and... dragging everybody at their heels, possibly to their own 

disadvantage, and at a cost o f endless strikes and very serious unemployment... and 

inflation’.

The Maintenance dispute was a pivotal moment in Irish industrial relations during the 

1960s and 1970s. The disruption caused appears to have had a major impact in both

employer and trade union circles, reinforcing ICTU’s push for more orderly income
2 8 1determination, part o f a more general desire to avoid a free for all in 1970. Monthly 

ICTU-employer meetings were held from mid-1969 to keep the course o f  events under
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review, and discuss a more rational formula. ICTU unions also appeared shaken by the 

disruption caused. While rejecting the NIEC Prices and hicomes Policy in July 1970, they 

accepted ‘indiscriminate wage claims can be detrimental to the interests o f the general 

body o f workers’, the need for a review o f the whole structure o f wage demands, and 

devising o f a system which ensured a fairer share for all sections.

This was interpreted as sanctioning centralised negotiations, leading to a revision o f the
' ) O A

terms o f reference o f  the Employer-Labour Conference, re-established in May 1970, and

bipartite negotiations between unions and employers that autumn, with an eye to arriving at 

a centralised agreement. Congress negotiators were mandated by unions to seek an 

agreement based on the cost o f living, a share in increasing productivity, an increased 

workers’ share in the nation’s wealth, and a fairer share for all sectors. ' These 

negotiations, however, underlined the strength o f the differential mindset, and the worker 

expectations they gave rise to, important in a member-centred and competitive inter-union 

climate. The talks themselves took place in the context o f  a slowing o f economic growth 

from late 1969, deterioration o f competitiveness, and a widening o f  the balance o f 

payments deficit, from £22m to £60m in 1969.^*^

Exports also began experiencing difficulties renewing contracts, while industrial unrest, 

particularly bank and cement strikes, started to discourage foreign investment, a driver o f 

economic and especially export-led growth in the 1 9 6 0 s . T h i s  was also in a context o f 

accelerating inflation, in which wage developments were playing an increasing role. The 

NIEC policy, published in April 1970, emphasised the urgent need to protect production 

and employment ‘from the disruption threatened by the accelerated rise in costs, prices and 

the external payments deficit’. Inflation’s ‘constant tail chasing’ was a major concern in 

trade union circles;^**^ one ICTU delegate warned Ireland faced a situation ‘where our 

wives and mothers will be taking a wheelbarrow to the shop with the money and bringing

Ireland leads in w age ra c e '. The Irish Times. M arch 11"' 1970 
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home purchases in their handbag’. T h e r e  therefore appeared acute union recognition o f 

the dangers facing the economy, especially by way of generalisation o f the maintenance 

settlement.

As with differential movements throughout the 1960s, however, a pattern appears to have 

been set at grassroots level, against which union leaders were helpless. This was indicated 

in late 1969, when ICTU rejected a Government recommendation for 7% increases in 

1970, as less than the CPI rise, and because the prevailing round o f increases i.e. the 

maintenance settlement, had to take a certain course.^^^ Congress recognised generalisation 

o f the maintenance settlement would lead to a ‘disturbed industrial relations situation, 

stoppages still adversely effecting industrial production, and exports and inflationary 

consequences leading to a loss o f  competitiveness and unemployment’. It observed, 

however, strict limitation o f wage increases to GNP was neither ‘realistic or desirable’, and 

how Sterling devaluation and international inflation were working to maintain 

competitiveness; workers had to protect their living standards through wage increases, with 

no influence over ‘prices or government expenditure, or the income o f other sectors’.

Other sheltered sector employers proceeded to award the 20% maintenance settlement, 

creating a general expectation and mood for substantial in c re a s e s .T h is  inevitably had to 

be taken into account by ICTU negotiators in the ELC, with employers seeking to
90Smoderate price and income increases to maintain competitiveness, ' only to meet a 

hardening o f union attitudes and rising level o f worker expectations. ICTU negotiators 

were described in Cabinet memoranda as feeling themselves too far ahead o f ordinary 

members, and that unions might not be able to win support for moderate increases. The 

gap between employer and ICTU proposals were described by the independent ELC 

chairman as ‘unbridgeable’. T h i s  was also reflected in concurrent NIEC negotiations on
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a counter-inflationary strategy in autumn 1970, in which ICTU representatives refused to 

subscribe to a pacicage o f  wage increases tied to economic growth, pubHc expenditure 

reductions, restoration o f  current budget balance, and control o f  prices and non-wage 

incomes.

The ICTU representatives explained they were ‘caught between the desirable and what is 

actually happening’; endorsement o f low figures meant ICTU’s value on the Council
7Q8would be gone ‘if  settlements were in fact made for in excess’. This breakdown in turn 

reinforced acute concerns about the course o f  the Irish economy. Minister for Finance 

Charles Haughey had warned Cabinet in January 1970 that, combined with the rise in 

public expenditure, the emerging trends o f external deficits, rising costs, excessive 

consumption, and declining competitiveness could precipitate ‘reservations at home and 

abroad about the soundness o f the econom y’. Once expressed, ‘either privately or publicly 

they could quickly become doubts which could lead to a loss o f confidence and result in 

the drying o f the capital inflow and indeed... emergence o f a capital outflow... recovery... 

would be slow, uncertain and painful’.

I'he role o f the Government in tempering these developments, however, m ust be 

questioned. I'he continuing rise in public expenditure was partly financed by indirect tax 

increases, which helped fuel the acceleration o f inflation. Some o f these increases even 

followed Haughey’s warning in January 1970, with further indirect tax increases imposed 

in the Budget which followed in A p r i l . B y  autumn 1970 this nevertheless constituted a 

crisis, coinciding with Ireland’s EEC accession negotiations, the ultimate goal o f the 

economic reorientation from the late 1950s; serious doubts existed among the EEC-6 about 

Ireland’s suitability and capacity for membership, which the Irish authorities sought to 

a l l a y . F o l l o w i n g  the ELC breakdown, substantial claims were tabled, while it was feared 

employers might be tempted to conclude extravagant agreements rather than risk further
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^07escalation o f  claims. As McCarthy wrote, what was threatened was ‘very large and 

inflationary increases snowballing through the economy or else widespread industrial 

unrest’. W i t h  slowing of growth, accelerating inflation and doubts in foreign investment 

circles. Jack Lynch summarised the government view o f the crisis as a ‘national
,  304emergency .

The Prices and Incomes (Temporary Provisions) Bill. 1970

fhe danger o f a further disruptive free-for-all led the Fianna Fail Government, which had 

largely avoided intervention throughout the 1960s, to intervene in order to prevent such a 

development and re-establish confidence in the management o f the Irish economy. 

Haughey’s successor as Minister for Finance, George Colley, introduced the Prices and 

Incomes (Temporary Provisions) Bill in mid-October 1970. The Bill imposed a 6% limit 

for public service pay, and in the case o f  the private sector, for price control purposes, on 

permitted wage and salary increases in 1971; draft legislation made it an offence, subject to 

a £5,000 fine, to take strike action in support o f or to grant a claim in excess o f 6%. For the 

purposes o f equity similar restrictions on dividends, rents and professional fees i.e. non

wage incomes, were also imposed, while public expenditure was curbed and the company
30^tax burden increased.

With the limit below the expected level o f inflation, Colley acknowledged hardship would 

follow the intervention, but warned in its absence ‘the hardships... we would have had to 

face would have been far greater and more enduring. As an economy we do not live in 

isolation... If these are not applied when... the occasion demands it... large scale 

unemployment would ensue’. G i v e n  qualified support by employers, the unilateral 

measure was condemned by unions for its ‘unreal and unreasonable lim itations’ on worker
307living standards. Government was blamed for failing to control prices, while some

308unions urged one-day strikes, work-to-rules and demonstrations; the Government 

intervention, it was maintained, merely deferred the onset o f greater problems, and the
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long-term price o f  a s e t t l e m e n t . I C T U  ruled out any further ELC or consultative dealings
3 10with Government, warning o f an inevitable deterioration in industrial relations.

The Government motivation was complex, however, appearing conditioned by realities 

within trade unionism. Rather than follow through on the legislation, it appears the bill was 

a conscious gambit aimed at restarting discussions, and securing an acceptable if  still 

inflationary compromise over a disorderly free-for-all. This intention was confirmed by 

Jack Lynch’s economic adviser in 1970-73, and central player in the proceedings. Trinity
311College Dublin economist Martin O ’ Donoghue. O ’ Donoghue explained the 

legislation’s role was to inject a ‘shock’ into the system, well below the 20% claims being 

lodged, but designed to point participants in the right direction; worker acceptance was 

easier to achieve if  they could be seen to have won some improvement on official
3 12proposals. A Cabinet memorandum explained that while not necessarily welcome, 

intervention might not be unexpected by ICTU, and ‘might relieve them o f the problem of 

trying to get an agreement on a purely voluntary basis to reasonable increases’. O ’ 

Donoghue recalled more moderate ICTU leaders agreed substantial increases were 

impossible, but were under pressure from more militant elements, particularly British- 

based unions.^

The threat o f legislation had the desired effect, triggering fresh discussions between
3 1 ^Government and the social partners, ‘full and frank exchange o f view s’, ‘ and a 

reconvening o f  ELC talks in November 1970. While scepticism still surrounded the 

possibility o f agreement, an 18 month ‘National Wage Agreement’ was finally secured, 

granting 17.9% or an annualised 11.9%.^'^ This was ratified by a substantial ICTU 

majority, on the condition the Government legislation, regarded as interference in free
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collective bargaining, was w ith d ra w n .^ T h e  Fianna Fail Government welcomed the
3 18agreement as a scaling down o f earlier expectations; while viewing it as inflationary in 

itself, pay levels rising much faster than likely output increases, it saw it as a base from 

which to wind down inflation which the Government could accept.^

The National Wage Agreement System

The failure during the 1960s to establish a relationship between pay and productivity, 

which had its basis in the pressures generated by trade union structures and philosophy, 

external instability, and Government failure to manage distributional conflict, was reflected 

in the system o f  National Wage Agreements that governed Irish collective bargaining into 

the early 1970s. The agreement reached in December 1970, which stabilised the 

inflationary crisis, albeit at a relatively high level, was the first o f these agreements, a 

compromise between the solidaristic approach advanced by ICTU leaders, and the 

inflationary momentum, part driven by sectionalism, that governed the trade union 

movement. They operated for specified periods, were weighted in favour o f the lower-paid, 

and importantly, preserved differentials regardless o f productivity differences, raising the
'  ' 320pay ol all workers more or less in line.

1'he agreements were also jointly managed by employers and ICTU through the ELC, with
321an ELC council and committees to interpret and adjudicate its terms and breaches, seen 

as bringing a sense o f cohesion and stability to the industrial relations f r a m e w o r k . U n d e r  

the agreements negotiation and supervisory functions were also centralised under ICTU,^^^ 

while centralised processing o f  wage claims and mechanisms for channelling and resolving
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disputes meant the system was sparing o f unions’ limited organisational resources.

ICTU welcomed national bargaining as facilitating other broader non-wage objectives 

which affected members’ welfare.

I'he agreements were meanwhile reinforced by a tripartite National Prices Commission, 

established on ICTU’s recommendations in 1971, providing the semblance o f  a Prices and 

Incomes policy. The Commission was tasked with addressing union suspicions about 

prices, and employer readiness to concede excessive wage claims, confident they could be 

passed on in higher prices; only increases granted under National Agreements were
327permitted. The Commission built upon existing controls, which required manufacturer, 

importer and wholesaler notice o f  proposed increases, bringing exempt State-sponsored 

bodies within its remit, while legislation widened and strengthened investigatory powers 

into banking and interest charges, professional fees, insurance and h ir e -p u rc h a s e .I t  

surveyed prices, monitored increases and published reports, aiming to promote more 

informed and efficient markets.

Under the agreements, however, unit wage costs continued to rise rapidly, far in excess o f 

a number o f competitor economies (Table 4). As official briefings noted, only Sterling 

depreciation helped maintain competitiveness and employment in home and export 

industries.^^'As NESC remarked, the agreements represented compromises between 

sheltered and non-market employers and workers, ‘not conducive to the expansion o f the 

market sector’; rather, these activities were permitted to finance increases by raising 

prices or taxes, adding further to the costs o f exposed sectors. Their primary appeal into 

the 1970s was therefore not based in any link between pay and productivity and its benefits
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for adaptation to free trade, but their guarantee o f industrial relations stability, particularly 

in the wake o f the Maintenance dispute and its economy-wide disruption.

Table 4: Competitiveness under the National Wage Agreements. 1970-74 (Base Year:
1 970=1 00) Source: NAI DT 2005/151/500. “B rief tor discussions with Principal Ixonom ic Organisations. I'riday 2 May 1975”.
p.20__________ _______________________________ ___________________________________________________________________________

Ireland UK U S A France West
Germany

Italy Japan

Output per 
tnan hour
1971 106 105 104 105 105 102 104
1972 110 112 107 114 111 111 115
1973 118 118 110 122 119 125 135
1974 +3 . 8 H 1.1 + 1.8 4 . 6 +5.3 +3 . 5 +6 . 8
Earnings  
per hour
1971 1 16 114 106 111 111 1 14 116
1972 133 128 113 124 121 125 133
1973 159 142 121 142 134 156 164
1974 + 19.2 + 17.1 +7 . 5 + 19.4 + 10.8 + 2 2 . 9 + 3 3 . 6
Wa ge  
Costs  per 
Unit  o f  
Output
1971 1 10 109 102 106 106 112 111
1972 122 118 106 109 109 113 116
1973 135 124 110 116 112 125 122
1974 149.9 140.4 116.5 129.7 117,7 144.3 147,1

As Durkan argued, the Agreements represented a ‘mechanism where employers and trade 

unions agreed on rates o f  pay at levels which ensured the absence o f immediate industrial 

disputes’. The high level o f settlements, Hardiman agreed, was designed to minimise 

trade unionism ’s central/local tension, ensuring disruptive unions would not go outside the
•3 T C

system. ' The majority o f workers therefore obtained higher increases, riding on the back 

o f more militant and powerful u n i o n s . D u r k a n  described this as a politicisation o f wage
337bargaining, with wage inflation traded for greater stability; the freshness o f the 

maintenance dispute throughout the 1970s meant ICTU was ‘not just negotiating with 

employers organisations but... also in a position to exploit the political fears and needs o f 

government’.

Durkan. Joe, "Social Consensus and Incomes Policy’. Centre for Economic Research, Policy Paper Number PP92/I, 1992, p 13 

Hardiman, Niamh, Po)', Politics and Economic Performance in Ireland. 1970-1987. Clarendon Press, Oxford, 1988. p .143 and p .150

NAI D 'f 2005/7/261, “Dermot Nally note for Taoiseach, “Next Round o f General Pay Negotiations (the 16"' Round)” . 31" December 
1974”, p. I

Durkan. .loe, "Social Consensus, Income Policies and Unemployment', Centre for Hconomic Research. Working Paper Series, 1996. p.2 

Durkan. Joe, "Social Consensus and Incomes Policy', Centre for Hconomic Research. Policy Paper Number PP92/1. 1992. p.l 5; the 
desire to avoid long drawn out strikes such as the Maintenance strike was also cited by Labour strategist Nicholas Simms (Simms 
interview).
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That said, the Agreements were successful in fostering industrial peace in the early 1970s. 

Through their peace pledge, the high levels o f pay were granted for adherence to 

negotiated procedures, and agreement not to engage in any action pressuring for increases 

higher than those granted. Where employers and unions thought a dispute might occur, 

there was machinery for referring the matter to the ELC.^^^ The number o f  man-days lost 

in 1971-76 was 40% those o f 1965-70, while the number lost through disputes on matters 

covered by agreements fell 60%. '̂^*’ The high o f 1,007,714 man-days lost in 1970 fell to 

273,770, 206,955 and 206,725 in 1971-73.^^' Ireland dropped from to 7‘'’ in ILO 

rankings on days lost per thousand employees in transportable goods i n d u s t r i e s . W h i l e  

inflationary, the system was more orderly than during the 1960s; removal o f wages 

uncertainty was viewed as a stimulant to private sector investment and planning,^'^'^ while 

with imminent EEC accession Irish industrial relations contrasted favourably with those o f 

Britain.^'*"'

Conclusion

Excessive wage developments in the 1960s were therefore the consequence o f a variety o f 

factors, which paid little heed to the Government’s desired link between pay and 

productivity: trade unionism’s occupational structure, the differential mindset, sheltered 

sector concentration, inter-union competition, the effects o f Government fiscal policy, 

external instability and distrust o f private enterprise. In this unstable climate the movement 

appeared one more secure in its traditional sectionalist and adversarial orientation, perhaps 

understandably shying away from efforts by the ICTU leadership to move it towards a 

partnership approach with Government, which by maximising economic growth and 

influence over Government policies, promised to serve both the interests o f  trade unionists 

generally, and its professed aim o f social justice. In the end, the dynamics that drove the 

movement in the early 1960s persisted, with the National Agreement system a clear 

compromise between the ICTU leadership’s favoured strategy, and the sectionalist

339
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leanings of many of its affiliated unions; spurred by external instability, the cost was borne 

by the wider economy, as wage inflation accelerated throughout the early 1970s and 

eroded Irish competitiveness.
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Chapter 3- The National Coalition, the First Oil Shock, and the Role o f  Public 

Expenditure, 1973-77

The onset o f the First Oil Shock in late 1973 altered the international environment in which 

the Irish economy operated for the remainder o f the 1970s, leading to the slowdown in 

international growth, the unsustainability o f the trends evident in the 1960s, and emergence 

o f the crises that dominated Irish economic policy during the inter-oil shock period. Irish 

economic recovery in this more sensitive world economy required the curbing o f inflation, 

and enhancement o f competitiveness in order to spur investment and export-led growth. 

Coinciding with the term o f office o f  a Fine Gael-Labour ‘National Coalition’ (1973-77), 

the immediate onset and scale o f the crises in turn saw two differing emphases in counter- 

inflationary policy, and by implication economic recovery, advanced within Government: 

one that represented the public service view throughout the 1970s, heavily promoted by the 

Department o f Finance, and another promoted mainly by the Coalition’s junior partner, the 

Labour Party. Centring on the role o f public expenditure in tackling the practical and 

psychological roots o f domestic inflation, these differing emphases dominated the debate 

on budgetary policy within the Coalition, in meeting both the immediate onset o f the Oil 

Shock and the crises that emerged from 1975.

The Public Service, Public Expenditure and Counter-Inflationary Policy, 1970-73 

With the impact o f the 1970 Inflationary Crisis, counter-inflationary policy became a 

central concern o f Irish policy makers even before the onset o f the First Oil Shock. Besides 

the foreign investment scare, the acceleration o f inflation meant Irish money incomes by 

the early 1970s were now close to those o f  major competitors, with only Sterling 

depreciation, itself a major source o f  imported inflation, and generalised world inflation, 

preventing greater import penetration and export competition.' Through uncertainty, price 

instability was also viewed as discouraging productive investment, in favour o f  speculative 

activities.^ An unpublished Fourth Programme from 1972 remarked inflation led to a 

‘misallocation o f resources and hence a reduction in the capacity for grow th’. Its rapid

 ̂ M organ, liV , C auses a n d  E ffec ts  o f  Inflation in Ireland. Slalioncr>' Ol'ficc (National Ix o n o m ic  and Social C ouncil), D ublin , 1975, 
p, 153; I'itzCierald, G arret, ' I'he national w age agreem ent- signs o f  s tab ility '. The Irish Times. D ecem ber 15"' 1970 

N A l D 'r  2006 /133 /321 , (ireen  Paper on liconom ic and Social D evelopm ent- N otes on D rafting o f  C hap ters  1 to 3 - D epartm ent o f  the 
T aoiseach, .luly 1976 ', p. 1
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development meant there could be ‘no real commitment to the objective o f economic or o f 

social developm ent’.̂

As a small open economy, however, the difficulty for policy makers was that a great part 

o f Irish inflation could not have been offset to any great extent. 7’ogether with the effects 

o f Sterling depreciation, the early 1970s for one were a period o f additional heavy 

imported inflation, with high international commodity prices, and adjustment o f  domestic 

food prices, with EEC accession, to the higher export prices under the Common 

Agricultural Policy (CAP).'^ For Irish policy makers the concern was instead to minimise 

the domestic contribution to inflation, which apart from domestic income developments, 

focused attention on the rapid rise in public expenditure. This rise was viewed as 

aggravating inflationary pressures through ‘wage retaliation’, in response to the imposition 

o f indirect or direct tax increases;'^ this tendency led to proposals for a tax-free consumer 

price index in the 1970s.^

Crucially, it appears from Finance memoranda that public expenditure was also viewed as 

having psychological effects, helping underpin the ‘self-justifying’ inflationary psychology 

which emerged in the late 1960s, by offsetting in the short-term at least the adverse effects 

o f deteriorating competitiveness and inflation, and masking the effect o f excessive pay 

developments on employment.^ Persistence o f the psychology was highlighted by NESC in
o

1974, which noted a ‘view seems to be gaining currency that inflation does not m atter’. A 

mid-1970s McKinsey report on the Irish economy also observed the psychology, 

remarking inflation’s effects were difficult for the average person to appreciate: wages 

were higher than ever, money was circulating, there were no effects on the range o f  retail 

goods or the level o f Government services. McKinsey pointed, however, to its 

unsustainable nature, with the possibility o f deterioration in competitiveness, job  losses, a

’ NAI DT 2005/7/363, "Fourth Programme- Hconomic and Social Development. 1973-1975, Chapter I- The background and the issues”, 
p.2/3
* NAI DFIN 2005/9/55 IMF Mission, "International Monetary Fund- Ireland- StalTReport for the 1974 Article VIII Consultation- 
Prepared by the StalT Representatives for the 1974 Consultation with Ireland- Approved by lA Whittonie, December 23 1974". p. 14 
 ̂NAI DT 2005/7/582, Note for M inister (Richie Ryan) -[Judget 1974, 8'" March 1974"

^ NAI DT 2007/116/437, 1976-, “Note o f  meeting- Interdeparlmental Committee on economic strategy, 4 October 1977", p,4; also see 
Michael O ' Leary's suggestion in NAI I) I' 2005/151/231, "Memorandum for the Government: Strategy for Pay Determination in 1976, 
25"' November 1975”, p.3; NAI DFIN I'22/22/75. "M emorandum for the Government (OtTice o f  the Minister for Finance)- Inllation and 
Public Policy, 19"'May 1975”
’ Ryan, Louden, 'W hy National Wage Agreements are no longer desirable'. The Irish Times, .lanuary 15"' 1979 
“ National Reonomic and Social Council. The Economy in 197-1 and Prospects for 1975. Stationery Office, Dublin, 1974, p.67
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threat to living standards and drying up o f investment: ‘As time passes, the choices open to 

us will become more difficult and more painful’.*̂

Indeed, public sector expansion helped distract from the fragility o f  non-sheltered activities 

in the early 1970s, with growth in public sector numbers helping maintain employment 

levels. In 1960-75, when the numbers at work declined from 1,052.5m to 1,042m, public 

sector numbers rose from 193,006 to 254,659,'*^ outweighing the 200,000 engaged in 

manufacturing industry.”  Already concerned with the rapid rise o f  public expenditure 

during the 1960s, its aggravating role in inflation and threat to economic growth and 

investment became a central concern o f the Department o f  Finance from the early 1970s. 

As explained by Fianna Fail Minister for Finance George Colley in the aftermath o f the 

Inflationary Crisis, lack o f  counter-inflationary action potentially meant ‘confidence in the 

Government’s ability to manage the economy would be gravely undermined, both at home 

and abroad. Inflation, far from being checked, would receive an added impetus with very 

serious consequences for the future o f the economy’.'^

Successive Ministers for Finance in the early 1970s pointed to the psychological roots o f 

inflation, believing Government had a special responsibility in helping curb inflationary 

expectations. Charles Haughey informed Cabinet in January 1970 how annual budgetary 

deficits were a ‘symptom o f a basic malaise in the econom y’.'^ His successor George 

Colley elaborated on this in 1971, arguing it was ‘futile to expect others to respond to 

exhortations for moderation if  the Government continue to expand public spending... and 

to finance it by raising taxation still higher and by inordinate borrowing at home and 

abroad’.'"̂  For Colley the ‘biggest single problem’ facing the economy was ‘that posed by 

the widening gap between money incomes and real output. The overriding need to narrow 

this gap imposes a particular duty on the Government to moderate its own demands, 

however desirable, in times o f exceptional strain’.

'* NAI DT 2006/133 /394 . "A  N ew  Industrial Policy- The Key to Survival” , In troduction  and sum m ary, p.2 
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NAI D I'A  2005/145 /2261 , “ M em orandum  for the G overnm ent- B udgetary Policy in relation  to expenditu re  (capital and non-capital) 
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NAI DT 2001/6/312, “M em orandum  for the G overnm ent- T he Bconom ic S ituation , 6"' .lanuary 1970” , pp .3-4 
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O bservations o f  V arious D epartm ents on D epartm ent o f  Kinanee M em orandum  o f  30 ,luly 1970. 24"' A ugust 1970", p 2
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Establishing greater control over the public finances in turn involved tackling 

Government’s own excessive aspirations: the ‘expansionary momentum’ which existed 

within Government Departments. Jack Lynch alleged in 1971 an attitude within 

Departments and State bodies ‘that budgetary allocations are not final and... additional 

funds will be made available almost automatically during the course o f the year’.'^ While 

thinking it understandable Departments should seek to maximise their allocations to pursue
17their development objectives, Colley criticised Cabinet colleagues for giving ‘little

attention to the overall financial situation, or claiming exemption from its disciplines’; he

claimed a ‘fragmented and unilateral approach to budgetary arrangements’, and ‘general
18lack o f collective concern for the total bill’. With further taxation regarded as 

‘unthinkable’,'^ Finance therefore proposed focusing budgetary action on the termination 

or curtailment o f services ‘if the national well-being is not to be placed seriously in 

jeopardy for several years at least’.

The Finance drive for expenditure reductions targeted long-established schemes and 

services, ‘now regarded as virtually immutable’,^' with action having to ‘transcend all 

narrow sectional or departmental interests’. These efforts included introduction o f ‘block 

allocations’ whereby excesses were to be offset by savings under other headings. I'hese 

efforts appear to have had some success in closing the gap between percentage public 

expenditure and GNP growth. While departments complained o f ‘practical problem s’, 

‘inescapable com m itm ents’, and how suggested cuts under block allocations were 

‘arbitrary and would produce entirely unrealistic results’, '̂' GNP increased by 14% in 1971 

to £l,889m , while public expenditure rose 15%; 1972 GNP rose 18%, to £2,232m, while

N A I D F IN  2 0 0 4 /4 /1 11. “J a c k  L y n c h  to  u n s p e c if ie d  C a b in e t M in is te r  (c irc u la r  le tte r)  24" ' M ay  1971”
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expenditure increased only 16%; 1973 GNP of £2,674 meanwhile was a 20% increase, 

compared to a 23% rise in public expenditure. '

The National Coalition, Inflation and Social Justice

An alternative emphasis in counter-inflationary policy, however, was presented by the 

National Coalition o f  Fine Gael and Labour, which succeeded Fianna Fail in 1973. Rather 

than excessive public expenditure, which in turn underpinned an inflationary psychology, 

senior Coalition figures instead emphasised the role of social tensions and inequities, 

particularly in wealth distribution, in domestic inflation. Its Tanaiste, Labour leader 

Brendan Corish, remarked in 1974 that inflation was a ‘disease with sociological, 

psychological and political causes, just as much as it is an economic issue’; it could not be

controlled ‘without tackling the problem of the inequitable distribution o f  wealth and
26income’. Referring to 1960s wage developments, he argued while appearing ‘selfish and 

contradictory at tim es’, people’s concern for social equity and justice were the ‘result o f 

very genuine concern and frustration’, reflecting a ‘basic dissatisfaction with the system
27and its workings’.

This social inequity interpretation o f domestic inflation was a reflection o f how Fine Gael 

and Labour set themselves apart from Fianna Fail during the 1960s and early 1970s: by 

stressing the important links between economic and social development, and Fianna Fail’s 

neglect o f social issues, guided by the resource constraint stressed in 1960s economic 

programmes. Fine G ael’s Just Society policy document argued Fianna Fail had concerned 

itself almost exclusively with the means o f securing greater wealth, rather than the ‘end

purpose o f economic expansion- securing for our people the better way o f life that
28increases in national wealth make possible’. Labour’s Brendan Corish similarly argued 

for the full integration o f economic and social strategies, and how economics ‘should be 

recognised as the means... society adopts to ensure the satisfaction o f its social and human
29objectives’; the processes o f economic activity were ‘not neutral in their social effects’.

NAl o  r 2005/7/476, “Note for Taoiseach, "[Siidgel 1975", 22"“ August 1974”, p,4

Harry Desmond Papers, Address by an Tanaiste, Brendan Corish TD, Minister for Health and Social Welfare, to the Annual Dinner 
o f the Federated Union oTlinipioyers, Gresham Hotel. Dublin, 19“' March 1974', p.5 

ibid, p.4
28

I' ine Gael Social Welfare Policy (as issued 16''' January 1969). p.2
29

II IIMA Hrendan Cori.sh Papers, Box 3, "Speech by an Tanai,ste, Brendan Corish TD, Minister for 1 lealth and Social Welfare, Leader 
o f  the lab o u r Party at a meeting o f  the New Ross Branch o f the Labour Party- Sunday 8 May 1977’, p.4
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This emphasis on social development had relevance in the context o f successful European 

corporatism, often most effective in social democracies with interventionist welfare states, 

particular influences on Labour Party thinking/** Judt has written how the appeal o f social 

democracy was rooted in Europe’s post-1945 trauma, and the memories o f destructive 

struggles which helped focus attentions on the virtues o f compromise. Ireland had no such 

nightmares to exorcise.^' This was part o f  a ‘post-ideological’ consensus on the benefits o f 

State activism or ‘welfare capitalism’, as opposed to the unrestricted market or 

‘enlightened self interest’, in not ju st dispensing justice or distributing goods and services,
32but in designing and applying strategies for social cohesion and moral sustenance. NESC 

later stressed, however, the need for a social dimension to any economic strategy, as a 

means o f  helping secure broad agreement on the reforms and policies to be implemented.^^ 

Two key contextual factors for smooth corporatism were seen as a long tradition o f social 

democratic rule, and high expenditure on social programmes.^''

Hence, this focus on social development was incorporated by the Coalition parties into an 

analysis that aimed at maximising the capacity for economic co-operation and therefore 

growth. Pointing to the 1960s programmes for economic expansion. Labour strategist Tony 

Brown highlighted lack o f  enthusiasm for programming (‘a piece o f economic arithmetic’), 

its stress on forecasting and projections, without definition o f clear-cut objectives, and 

therefore absence o f  an overarching philosophy; this was said to create the ‘sine qua non of 

planning... commitment. There can be no commitment to turgid statistical exercises’. A  

further Labour document argued planning ‘relevant to people’s situation’ required ‘chosen 

goals... spelt out in a meaningful way and established, not as a set o f equations but rather... 

an understandable description o f Irish society as the Government would like to see it 

develop over the agreed time period’. J u s t  Society similarly acknowledged lack o f 

enthusiasm for economics, but how if  its objectives, such as redressing and remedying 

people’s needs and social conditions were appreciated and better known, ‘enthusiasm
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could be stirred and direction and purpose given to what is at present a dormant idealism. 

Political activity could then be seen for what it should be... a means o f serving the common 

good’.̂ ^

As Labour outlined, this was to be part o f a wider consultative rather than elite determined
• 3 0  T Q

planning process, to secure consent and participation, and ensure open debate about 

priorities and general consent on their final order; this was in contrast to elite planning, 

undertaken ‘without reference to the people they were presumed to benefit’, and with an 

only partially informed public.'^® This form o f ‘social contract’ approach to counter- 

inflationary policy was reflected in the Coalition’s Statement o f  Intent, ]omi\y issued by its 

constituent parties for the General Election o f February 1973. The Statement spoke o f  the 

Coalition’s ambition to ‘transform Ireland into a modern progressive society based on 

social justice’, with the ‘elimination o f poverty and... ending o f  social injustice... a major 

priority’. It stated its immediate aims as the stabilisation o f prices, halting o f redundancies 

and reduction o f unemployment under a ‘programme o f planned economic development’.

Importantly, moderation o f inflation was considered central to these objectives: it was 

‘essential to control prices if  these important economic aims are to be realised’. Strict price 

control would help achieve this, but control o f inflation was considered ‘indispensable’ to 

continuation o f National Wage Agreements. Voluntary National Agreements were 

regarded as the ‘best basis for economic development, stability and growth in jobs’. T h e  

Statement also outlined the Coalition’s ambitions in the social field, tasked with advancing 

achievement o f a ‘modern progressive society’. Pointing to conservative estimates o f how 

under Fianna Fail ‘under a quarter o f our people live in poverty’, it aimed to bring 

immediate assistance to those in need, and lay the foundations o f a long-term policy ‘that 

will root out the causes o f low incomes, bad housing, and poor educational facilities’.

This entailed special legislation to address the plight o f  the aged, deprived children, 

widowed, orphaned, deserted and physically and mentally handicapped; introduction o f  a
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comprehensive social security system; acceleration o f housing output; movement towards 

greater tax equit>', through reductions in domestic rates, abolition o f estate duties, and 

introduction o f  w ealth and capital taxes; ending o f all forms o f discrimination against 

women; and maximisation o f Ireland’s influence in the EEC."^  ̂ The implication o f the 

approach was made clear by Coalition spokesmen: commitment to social justice, together 

with Labour’s extensive trade union links, meant it had in its power to do what Fianna Fail 

could not: secure worker trust and confidence in formulating an agreed counter- 

inflationary strategy.'*^ hideed, in his first Budget in 1973, the Coalition’s Minister for 

Finance Richie Ryan referred to its social development programme as designed to create a 

favourable climate for conclusion o f a National Agreement that would help slow down the 

rate o f price increases.

The National Coalition and Budgetary Policy, 1973/74

In its embrace o f  social development, however, the Coalition was as much a product of 

economic growlh and therefore political pragmatism, especially given the success o f the 

export-led growth strategy. Labour for its part was participating in government after a 

decade o f anti-coalitionism. Inlluenced by its previous experience in the Second Inter- 

Party administration o f 1954-57, the party had been scarred by its experience in a 

government whose austerity policies, in response to a balance o f  payments crisis, helped 

precipitate the Irish state’s 1950s crisis by provoking mass unemployment and emigration. 

Furthermore, the deflationary approach, urged by Finance, came just at the moment the 

deficit was recovering.'*'^ This encouraged an independent stance on the part o f Labour 

throughout the 1960s, determined to partake in government only as a majority Labour 

administration.

Its election disappointments in the late 1960s, however, combined with the 1970 Arms 

Crisis, urged a reappraisal o f  the anti-Coalition policy, which encountered significant 

internal party opposition to minority participation.'*^ Labour itself had laid down specific
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demands in 1970 to avoid erosion o f identity in office,'*^ and while committed to the social 

inequities analysis o f  inflation. Labour’s Tony Brown remarked the party’s commitment to 

social development was as much a matter o f party politics as national interest; Labour had 

to make a contribution to the Government it entered. Fine G ael’s Just Society social 

democratic wing meanwhile, which advanced the social development approach, emerged 

in the mid-1960s as a means o f redefining the ground from which the party competed with 

Fianna Fail.

Fine Gael remained ‘two parties in one’, however, a traditionally conservative party, many 

members o f which found little to criticise in the free-trade, pro-private enterprise approach 

pursued by Fianna Fail during the 1960s.'*^ While the Just Society  w ing’s prominence 

provided the common ground which permitted the party to coalesce with Labour, Fine 

Gael’s ‘Mongrel Foxes, right wing economics’ wing^*  ̂remained numerically and 

politically influential; the Coalition’s Taoiseach, Liam Cosgrave, hailed from that tradition. 

As a counterweight to the Coalition’s more progressive tendencies, and in order to avoid 

alienation o f Fine Gael’s traditional middle-class support, Liam Cosgrave therefore 

appointed an initially reluctant Richie Ryan, Fine Gael’s shadow spokesman on Foreign 

Affairs, as Minister for Finance.'^'

Admittedly one o f the more radical within Fine Gael, and a strong supporter o f  social 

welfare and taxation reform in the Coalition’s early years,'*’̂  Ryan was also strongly 

sympathetic to the merits o f  private enterprise. This ensured his keen interest in the 

acceleration o f public expenditure, the effects o f the high tax burden on incentives, and its 

influence on inflation. This was clear in his economic philosophy, outlined in 1975: ‘as a 

person who has not been estranged from the forces o f business over the years 1 see the 

need to promote incentive and private opportunity as very important. I believe... the ideal is 

a system in which private enterprise is given free rein but in which the State, as guardian o f 

the common good, intervenes if in the exercise o f  that free rein, injustice is done. If  the
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profits o f free enterprise are undeserv edly or unevenly accumulated then the State in 

common justice has an obligation to redistribute those profits’.

This philosophy informed Ryan’s approach to public expenditure from 1973, when he 

continued the drive for greater expenditure control begun by his Fianna Fail predecessors, 

Charles Haughey and George Colley. In the high growth environment o f 1973, he 

informed Cabinet o f the near-exhaustion o f the economy’s taxable capacity, the limited 

scope for introducing significant new rates, or substantially raising existing rates. This was 

at a time o f 11.7% inflation, described by Ryan as ‘extremely grave’. H e  also emphasised 

several points key to his approach in 1973-77; the undesirability o f borrowing for current 

purposes; the necessity o f restraining public expenditure growth to a level close to which 

could be financed from revenue buoyancy or GNP growth; the importance o f facilitating 

tax cuts as a contribution to moderating inflation, achievable only if  expenditure growth 

was held back;”’*' and the careful review o f existing Government outlays, and entering into 

new commitments only after a thorough examination.'^^

These calls were meanwhile made in the context o f a development that was, with the 

prevalence o f the inflationary psychology, anathema to the Finance mind-set; the breaking 

o f current budget balance, or deficit budgeting. Reflection o f Keynesian economic 

thinking, and an accepted policy instrument in European social democracies, this involved 

the injection o f  public expenditure, financed by borrowing, into the economy at a time o f 

sluggish growth, in order to stimulate demand, economic activity and employment.

Finance, however, saw this practice as reinforcing excessive and ultimately unsustainable 

aspirations, making people believe living standards could outrun the econom y’s productive 

capacity; hence the recollection o f  senior 1970s Finance official Sean Cromien, quoting the 

Wall Street Journal'. ‘Christmas is when children tell Santa what they want and their 

parents pay for it; deficits are when adults tell the Government what they want and their 

kids pay for it!’‘ The likes o f TK Whitaker feared permitting a large current deficit to

C oghlan , D enis, T he Saturday In terv iew - R ichie R yan '. The Irish Times. D ecem ber 20"' 1975 
NAI D T 2004/21 /665 , “ ’’Secret- M em orandum  for the G overnm ent- B udget 1974, 26"' ,luly 1973” , p .2 

“  Ibid. p 6

NAI D T 2004 /21 /697 , "Secret: M em orandum  for the Inform ation o f  the G overnm ent- T he Irish Tax System , 25"' Sep tem ber 1973” , 
pp.25/26

C rom icn  interview

91



appear made it hard on political grounds to close the gap again, even when dictated by 

sound economic principles/*

Current budgetary balance was broken by Fianna Fail for the first time in 1972, when it 

posted a mild £ 10.4m deficit, 0.4% of GNP, although this was originally projected to be 

£39.3m (1.5%); this was composed mostly o f enhanced social welfare benefits and 

increased income tax allowances.^^ Acknowledging it as a calculated risk given the 

inflationary dangers, the deficit was tasked with boosting sluggish growth to full capacity 

in the aftermath o f Bloody Sunday and in advance o f EEC accession, without resort to 

further ta x a tio n .G e o rg e  Colley intended it as a once-off, the return o f growth in 1972/73 

meaning economic considerations did not support a further deficit: doing so ‘risked 

undermining confidence in the Government’s economic policies’, particularly when the 

economy was ‘subject to severe cost-push inflation from excessive National Pay 

Agreements’: ‘deficit budgeting is only acceptable on the express condition... it will be 

quickly reversed when no longer warranted by economic considerations’. '̂

Importantly, deficit budgeting was a core element o f Labour economic thinking, and o f the 

more progressive elements o f  Fine Gael.^^ Both parties pushed for deficits in the sluggish 

early 1970s economy, to boost demand through capital expenditure, welfare increases, and 

tax reductions; Brendan Corish explained ‘if  money is put into the pockets o f people, 

particularly... the working class, there certainly will be a diminution o f sluggishness’.̂  ̂ In 

carrying through many o f its first year reforms, the current budget deficit was substantially 

expanded by the Coalition (projected 2.3% o f GNP; actual outturn 3.1%). The rapid 

growth that coincided with this expansion was duly seen by Corish to reinforce his faith in 

deficit budgeting; he lauded its ‘stimulus to output... demand... em ploym ent’, which helped 

produce ‘records for economic growth, the creation of new jobs, an increase in exports
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and... expansion in output’.̂ "* With the success o f the approach in 1972/73, however, Ryan 

pushed for a switch in budgetary policy to countering inflation.^*'

The First Oil Shock andh'ish Economic Policy, 1973/74

These differing emphases in counter-inflationary policy were charted against an optimistic 

domestic and international backdrop in the early 1970s. Ireland acceded to the EEC in

1973, a development that was accompanied by a feeling, as O ’ Donoghue wrote, that the 

growth o f the 1960s could not merely be sustained but accelerated;^^ major developments 

in land and offshore natural resources, such as oil reserves, were also anticipated.^^ And 

despite the inflation o f the period, Irish economic and export growth was also rapid in

1972/73, as the world economy experienced its strongest boom for 20 years.*’** GNP grew 

by 2-3% more than its longer-term average in nearly all countries;^*^ EEC GDP growth 

averaged 5.6% in 1973, compared with 4.4% for the second half o f the 1960s.™ OECD 

economies in 1972 expected the high post-war growth would continue, if not be exceeded 

in the 1970s.^'

This rapid international growth was short-lived, however, representing merely the last 

hurrah o f expansionary growlh policies. Heightened international inflation from the later 

1960s was an indication o f  the problems emerging in economic policy, while the rapidity 

o f the 1972/73 growth was accompanied by a tentative shift towards the prioritisation o f 

counter-inflationary measures. Commodity shortages intensified global inflation, 

inflationary psychologies persisted, while larger economies started to take measures to
72dampen demand from m id-1973, fearful the boom might get out o f hand. This tentative 

shift was reinforced by the First Oil Shock, which emerged in late 1973 and ended the
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unprecedented era o f international post-war growth. Viewed as the greatest crisis for the 

world economy since the 1930s, the shock raised the price o f  the commodity on which 

Western economic growth had rested; its immediate impact was to slow world growth, and 

generalise higher balance o f  payment deficits and inflation;’  ̂ in its immediate aftermath 

global growth rates for 1974 were revised down from 3.5% to 0.5%.^'*

The First Oil Shock therefore fundamentally altered the environment in which the Irish 

economy operated. With the breakdown o f accepted economic growth models, the period 

was one o f uncertainty, particularly in the year immediately following the onset o f  the 

Shock. This uncertainty is important in considering the Irish response to its onset, and the 

scale o f the crises that emerged in 1975. Imposing the need for major structural 

adjustments on the part o f Western economies, the Shock made the period from 1973 one 

o f transition for the international economy. In Ireland’s case, for example, imported energy 

accounted for 69% o f primary Irish energy requirements in the early 1970s.’  ̂Oil imports 

rose to £197m in 1974, compared to £64m in 1973,’  ̂ representing an effective transfer o f 

purchasing power o f about 6% o f GNP to oil and raw material suppliers;^^ this was 

reflected in a massive Irish balance o f payments deficit o f 9.4% (£300 million).^*

In effect, as long as Western economies were reliant on imported energy, living standards 

would be lower, unless exports and foreign earnings were accelerated. Due to their special 

character, and in an effort to co-ordinate the international response, the phasing out o f  the 

oil deficits became accepted policy, their temporary financing, largely through the 

recycling o f surpluses o f oil exporting countries, supported by bodies such as the 

International Monetary Fund (IMF) and Organisation for Economic Co-operation and 

Development (OECD), until structural changes and longer-term corrective measures 

reabsorbed the underlying d e f ic i ts .T h is  was part o f  a strategy to avert a major world 

recession during this transitional period, with co-ordination o f economic policies, and
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maintenance o f  international demand by oil importing economies also favoured.

Fraditional adjustment measures to tackle external deficits, such as currency depreciation, 

import restrictions, and export subsidies were acknowledged as self-defeating, threatening
O A

an excess o f world savings, protectionism and a world slump.

Even with acknowledgement o f the recessionary dangers o f a contractionary approach, 

however, international co-ordination remained uncertain. In an indication o f the growing 

counter-inflationary focus, a trend towards restrictive policies to achieve more acceptable 

external balance and inflation rates persisted; reflation was recognised as likely determined
O I

by its effect on prices, and the efforts o f  trading partners. The Irish response to the onset 

o f the Shock, however, placed faith in these hopes for international reflation, adopting an 

approach o f  many smaller economies in its immediate aftermath, centred on deficit 

budgeting. This substituted domestic for foreign demand, while international reflation 

brought about a recovery in export markets; this was to reduce the rate at which new debt

built up, as higher exports reduced the external deficit, encouraged domestic output, and
82reduced the borrowing requirement.

Determination o f this policy, effectively a ‘social contract’ approach, followed a debate 

within the Coalition in 1974 on the optimum approach to economic, and by implication 

counter-inflationary policy, in a newly sensitive international economy. In Cabinet this was 

driven by the Department o f Finance, which focused on the Exchequer deficit and the need 

to minimise the domestic contribution to inflation. This was in a context in which 

competitiveness, and therefore the need for a psychological change within the Irish 

economy, gained added importance. With persistence o f the inflationary psychology, the 

Central Bank had feared record export growth in 1972/73 had ‘induced some complacency
83about the need for competitiveness and... adaptation to free trade’. In 1974, under the 

impact o f the oil price rises, Irish inflation rose to 17%, while there was a reported trebling
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o f instances in which exports were lost due to high prices;**”̂ there was also weaker demand 

in Ireland’s major export market, Britain, then entering the first stages o f acute economic 

and monetary crisis.*'’

Richie Ryan pointed to the persisting inflationary psychology throughout the EEC, and 

how the priority member governments would necessarily give to curbing inflation was 

‘incompatible with the expansionary climate necessary to any export-led programme o f 

grow th’. In this context he sought to curb the inflationary pressures caused by public 

expenditure, as under the impact o f  the Oil Shock and fallout in economic activity, the gap 

between public expenditure and GNP again began to widen, from 23% to 20% in 1973, 

and 27% to 14% in 1974.*^ Public expenditure’s share o f  GNP also rose under the impact 

o f  the economic slowdown, from 41.8% in 1973/74 to 46.9% in 1974/75.** Current 

expenditure was a major contributor to this, with Ryan warning in 1974 that trends 

threatened to increase it from 31.7% to 36% o f GNP by the late 1970s, requiring a
O Q

corresponding but impossible growth in taxation.

Ryan viewed the tackling o f inflation, and easing o f the lax burden, as vital to Irish 

adaptation to the newly sensitive world economy. He therefore pushed for the restoration 

o f  current budgetary balance,^'* importantly opposing stimulatory and significant deficit 

budgeting, financed by borrowing, as threatening an aggravation o f  inflation and a higher 

balance o f  payments deficit, which was ‘unacceptable and would call for corrective 

measures... bound to affect employment, living standards and business confidence’. '̂ 

Acknowledging the contractionary effects o f this policy, particularly in unemployment, 

Ryan highlighted how unemployment was beginning to rise in 1974 despite deficit
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budgeting;^^ stressing he was ‘not bent on planning or causing unem ployment’, he deemed 

it ‘facile... to think... government policy on employment can be successfully pursued by 

turning a blind eye to... inflation and the balance o f  paym ents’.

Similar views were voiced by the Central Bank, supporter o f  a phased adjustment through 

borrowing to higher oil prices,'^"' but which contested a growing perception Irish inflation 

was so largely determined externally nothing could nor need be done about it. It stressed 

inflation was capable o f restraint, and by enhancing competitiveness, particularly through 

moderation o f  money incomes, was key to safeguarding employment, living standards and 

righting the external deficit. It warned a combination o f high money income increases and 

reflationary action could only lead to greater unemployment and redundancies.^”’ Being on 

the right side o f  competitiveness was ‘important at a time when the growth o f world 

demand has abruptly slackened and the residual Irish protective tariffs are being removed 

in conformity with our international obligations’.̂ ^

Bank governor I'K  Whitaker also wrote of public expenditure’s ‘present disaster course’,*̂’ 

with general public confidence based on ‘evidence o f good management o f  the national 

econom y’ a ‘predominant influence on our economic developm ent’; creation o f a climate 

favourable to savings, investment and growth required Government ‘be seen to be 

exercising prudent foresight and... directing its policies to ensure... the community works 

up to but within its capacity’. By using more resources than could be afforded, Whitaker
98warned ‘profligate small countries can expect only short shrift from foreign lenders’. 

Deflation and unemployment

Ryan made his call against projected 3% growth for 1975, warning with growing 

imbalances in the economy, ‘if  we don’t face the problem now in a realistic manner, very 

sudden drastic and disagreeable social and economic policies could be forced upon us in 

1975 and 1976 causing... very considerable unemployment and social upheaval’;
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achievement o f government objectives was best attained through a ‘little moderation in 

times o f  grave economic stress’. H i s  proposed approach, however, met with general 

rejection both within and without Government, as the Coalition sought to establish its 

response to the Oil Shock in 1974. This rejection appeared to rest on the external 

deflationary effect already being imposed on the Irish economy by the Shock, in terms o f 

short-term prospects for both external and internal demand and rising unemployment, and 

the potential o f budgetary policy, through deficit budgeting, to help offset these effects.

Significantly, Labour was a vocal opponent o f the seemingly contractionary approach, 

focusing on the unemployment implications o f Ryan’s policy, hi a speech to Labour’s 

annual Conference in 1974 Brendan Corish pointed to how ‘our future is under threat’, but 

how inflation was ‘no longer the prime enemy o f ordinary people’: instead, a ‘possible 

depression, and the awful effect it could have on the lives o f tens o f thousands o f people in 

all walks o f life’. M i n i s t e r  for Labour Michael O ’ Leary also briefed Cabinet that with 

rising unemployment, weaker external demand and deteriorating competitiveness, 

contraction could give rise to substantial reductions in public and private sector 

employment; unemployment in excess o f  75,000 ‘could give rise to serious criticisms o f 

the G overnm ent... anything o f  the order o f 80,000 or over could cause public alarm ’.

In a protest lodged with Ryan, Corish contended Government induced unemployment was 

‘contrary to the fundamental policy position’ adopted by the Coalition, and personally 

unacceptable, particularly when the international downturn was adversely affecting

industrial employment; he found it hard to accept economic trends justified a deflationary
102approach. In one sense this can be seen as a reflection o f Labour’s previous experience 

in Government in the 1950s, and the premature retrenchment undertaken in the wake o f the 

1956 balance o f  payments crisis; Corish for one had served as Minister for Social Welfare 

in the Second Inter-Party Government, recalling he used to lie ‘awake at night worrying 

about the unem ployed’.'*̂  ̂ Richie Ryan later acknowledged Corish’s experience o f the
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retrenchment undertaken by Gerry Sweetman in that hiter-Party Government, and Corish 

may have been o f  the opinion Finance was always crying wolf.

That experience had reinforced a suspicion o f Finance: what Fine G ael’s John A Costello 

described in the 1950s as the 'fam iliar wail o f  the Department o f  Finance to which we have 

become accustomed for so many years’. T h i s  lingering distrust o f Finance was 

widespread, reflected in a 1971 magazine article that remarked ‘when it comes to self- 

respecting orthodoxy no one... can outdo the Free State Department o f Finance. One is 

reminded o f a comment alleged... to Daniel O ’ Connell to the effect... he was proud to be a 

member o f a race that would rather starve to death rather than deny landlords their legal 

rent... Finance would rather tolerate the highest rate o f unemployment and until recently 

the highest rate o f emigration in Europe, than break with faces o f fiscal responsibility’.'^^

Significantly, in his protest to Ryan, Corish alleged his approach, by focusing on inflation 

and the balance o f payments, viewed the matter ‘too narrowly in financial terms, without 

regard to the broader economic, social and political objectives the Government set itself in 

the Statement o f Intent’. I n s t e a d  Corish requested studies o f  the likely impact o f 

contraction on employment, inflation and the balance o f payments, the social services, and 

consequently the basic policy stance o f the Government, relations with industry and 

unions, and the costs o f domestically induced unemployment through social welfare 

payments, substantial losses o f income tax, corporation tax and VAT returns. For Corish 

the implications o f the economic situation and its budgetary repercussions raised the ‘issue 

o f national economic and social objectives’; he thought serious consideration should be 

given to involving NESC in discussions on the strategy to be pursued, and the necessary 

balancing o f sectional interests.

Economic Commentaries and deflation

The economic case against a deflationary approach, despite high inflation and the external 

deficit, was more comprehensively outlined in economic commentaries and advisory
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reports in late 1974; these included Irish e m p l o y e r s , t h e  IMF, a joint paper by leading 

Irish economists, and the National Economic and Social Council, successor to the NIEC. 

With weak demand and rising unemployment, commentaries pointed to the dangers o f 

short-term demand reduction e.g. contractionary fiscal and monetary policies, especially at 

a time o f  externally induced deflation; they also pointed to the minimal effect o f  such 

policies on inflation, given Ireland’s high level o f externally determined inflation. There 

was therefore said to be a danger deflationary fiscal policy could only worsen 

unemployment with little effect on inflation or the external deficit, while hitting 

employment in import-substitute or non-tradable s e c t o r s . N E S C  warned o f  a ‘vicious 

circle’ o f  redundancies if  other companies were deprived o f demand, and defensive wage 

claims in the event o f weakening demand and reduced living standards. Even if  

deflationary policies succeeded in curbing inflation, the ‘associated social and industrial 

stresses might be unacceptable’. " '

These reports therefore generally recommended moderate growth o f volume on the home 

market, and special efforts to expand export growth and moderate income increases 

(employers)"^or a ‘moderately expansionary fiscal policy’ (IM F),"^as well as a medium- 

term phasing out o f the balance o f  payments deficit (6-7 years for NESC)."'* For NESC the 

short-term problem was the degree to which demand could be increased, expanding output 

and reducing unemployment within the balance o f  payments constraint."^ To preserve 

domestic stability while ‘riding out’ short-term fluctuations, it supported wage indexation 

to avoid excessive income increases, and VAT reductions, employment-creating capital 

expenditure, and expansion o f training program m es."^ For the economists Ireland’s 

problems were temporary rather than permanent, with an expected moderation o f  imported
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inflation in 1975;"^ the) agreed, however, if  the 1975 outturn was worse than anticipated, 

deflation fell for reconsideration."*

W hile advising against a deflationary approach, however, the IMF and NESC still 

emphasised the need to separately attack inflation, central to meeting debt repayments. The 

IMF anticipated a potential 35% rise in wages and salaries in 1975, which would 

‘unavoidably put considerable further strain on production costs and company profits’."^  

NESC meanwhile pointed to how inflation brought unease and uncertainty, redistributed 

wealth towards the financially sophisticated, distorted economic incentives in favour of 

speculative and financial activities, and jeopardised medium-term expansion by eating into 

real profits and discouraging productive investment. Not doubting Ireland’s vulnerability 

to external price increases, it maintained a substantial part o f inflation could only be 

explained by domestic behaviour i.e. accumulated real incomes exceeding the 

com m unity's real output. Inflation could be curbed ‘only to the extent... aspirations and 

realities are brought into line with each other’; this, however, was more easily achieved if 

national output was growing, as all could enjoy some improvements in living standards.

A National Partnership

The final Coalition strategy reflected rejection o f Ryan’s proposed contractionary 

measures,'^' and faith in the social contract approach to economic policy; this was 

embodied in the economic white paper A National Partnership, published in November 

1974, which provided the template for the January 1975 b u d g e t . T h e  Coalition adopted a 

deficit budgeting approach which sought, through a current budget deficit o f £125m, to 

substitute domestic for foreign demand. The Coalition strategy emphasised a co-ordinated, 

equitable approach to the crisis, through maintenance o f the Coalition’s programme o f 

social, tax and industrial relations reform, and preservation via internal demand and capital 

expenditure measures o f employment and living standards. Partnership, as the paper 

emphasised, was necessitated by the more sensitive world economy, Ireland’s 17%
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inflation rate, and the need for moderation and co-operation to maintain living standards 

and prevent large scale unemployment.

With a static level o f  resources ‘for some time to com e’, any improvement o f  living 

standards through monopoly profits or wage demands, could be ‘achieved only at the 

expense o f weaker groups’; failure to work together threatened runaway inflation, mass
• 123unemployment, falling living standards and damage to progress towards social justice.

The importance to Ireland o f external trade and competitiveness was also highlighted, 

especially with historically high import prices, depressed domestic and export markets, and 

intensified competition from countries seeking to alleviate their balance o f payments 

p r o b l e m s . T h i s  was in contrast to the 1972/73 boom when in spite o f lost 

competitiveness Ireland succeeded in building up sizeable export markets. Any excessive 

rise in costs made it more difficult to maintain the share o f the home market without
I -yc

‘considerable restraint in income demands by all sections o f the com m unity’. '

National Partnership nevertheless echoed the economic commentaries, noting how 

ordinarily inflation and the external deficit called for urgent action to reduce internal 

demand, but how this risked restricting home demand, employment, personal incomes, and 

industry profits and investment f u n d s . T h e y  similarly risked fuelling infiafion by 

generating defensive wage claims to maintain living standards, and tax increases to support 

ever growing numbers o f u n e m p l o ye d . E mp ha s i s i n g  its record in social and tax reform, 

the extension o f social welfare, control o f mergers and monopolies, and industrial 

relations, it stated with such a programme o f reform under way, acceptance o f  the concept 

o f national partnership to combat the crisis ‘could be firmly based on continued progress
198 « •towards social justice’. The Coalition proposed a series o f measures, including phasing

129out the external deficit over a number o f  years; capital expenditure programmes,

infrastructural development. State sector and local authority activity; export promotion;
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increased industrial training, industrial financing, prom otion and m odernisation; a Buy 

Irish cam paign; and energy conservation m easures, such as increased utilisation o f  natural 

resources and nuclear energy.

The Northern Ireland Troubles and Economic Management

In considering the C oalition’s rejection o f  deflation, however, the N orthern Ireland context 

o f  1974 also has to  be taken into account. Despite the com m on social developm ent 

approach, the m ajor factor in the C oalition ’s form ation in the early 1970s w as the 1970 

Arm s Crisis, w hich convinced its leaders o f  the need to present an alternative to Fianna 

Fail.^^^ V iew ing elem ents o f  the govern ing  party as sym pathetic to the Provisional IRA,^^^ 

and as accepting as legitim ate the use o f  the South for attacks on N orthern I r e l a n d , t h e  

Statem ent o f  Intent described the need to  give a ‘clear dem ocratic choice’, with the 

Coalition the only guarantee o f  strong governm ent, com m itted to protecting the liberty and 

safety o f  the citizen, upholding the dem ocratic institutions o f  the State, and prom oting a 

peaceful N orthern settlem ent.

I'he Oil Shock m eanw hile coincided w ith deterioration in the Troubles, with the collapse 

o f  the Sunningdale pow er-sharing executive in M ay 1974, and a rise in Provisional IRA 

activity in the Republic, with param ilitary m urders, kidnappings, bom bings, bank raids and 

training cam ps. W ith growing polarisation o f  the N orthern com m unities follow ing the 

collapse o f  Sunningdale, and danger o f  a Loyalist takeover, the Coalition feared British 

w ithdraw al, civil w ar, and the spillover o f  violence into the S o u t h . T h e  C oalition in turn 

saw  its responsibility  as one o f  m aintaining basic social stability in the South, by tackling 

the m ilitant republican threat, eradicating an am bivalent m ind-set tow ards Republican 

activity in Southern society, and com m unicating a N orthern political solution was 

possible.
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This was viewed as basic to Irish economic stability. For Liam Cosgrave ‘a society cannot 

flourish if  law and order are not maintained’/^* He attacked the idea o f supporting 

Southern democratic institutions, while condoning or supporting violence in the North: 

‘Violence, like a cancerous disease when it takes a grip on a people, does not stop until it 

has destroyed all’/^® The Coalition in turn viewed tackling the militant Republican threat 

as important to reconciliation with the North, reduction o f  North-South tension, and 

creation o f a more favourable climate for political developments in Northern Ireland.

The Northern Troubles, Coalition members recalled, in turn served to overshadow 

economic management. Northern and internal security issues dominated the Coalition’s 

term,^^^ with Richie Ryan recalling they took up inordinate amounts o f Cabinet time, at the 

expense o f a better debate on economic issues. This context further discouraged 

deflation in the wake o f the Oil Shock, which threatened a rise in unemployment. In 

opposing deflation, many Labour figures stressed the objective o f maintaining ‘social 

cohesion’ in the face o f the d o w n tu rn .B re n d a n  Halligan recalled with collapsing 

revenues, unemployment and accelerating inflation it was therefore ‘sticking plaster tim e’, 

with a need to keep trade unions onside, especially when the IRA was ‘running am ok’; this 

would focus Garda attentions where they were needed, not on the streets.

Emergence o f  the multiple crises

The basis on which the Coalition’s deflcit budgeting approach rested, however, 

reflationary action by larger economies, failed to materialise in 1974/75. National 

Partnership had recognised lack o f international coherence on policies to maintain growth 

and employment, and the possibility that major economies, fearful o f  renewed inflation, 

might run below capacity for some time until prices stabilised.'"'^ Instead, a counter- 

inflationary shift by larger economies such as the US, Germany, and Japan frustrated 

international reflationary efforts, encouraging a longer delayed and less substantial
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international recovery; this was reflected in a steep drop in international demand and 

global recession, with a 13% fall in intra-OECD trade between July 1974 and July 1975. 

I'he Irish economy meanwhile experienced its first contraction since the late 1950s, 3% in 

1975,''*^ which together imposed considerable financial strains, and helped generate the 

crises that dominated Irish economic policy for the remainder o f the 1970s.

Inflation and Unemployment

The most visible o f these crises were those o f inflation and unemployment. Contrary to 

Finance’s fears, the balance o f payments deficit showed a massive improvement in 1975, 

0.2% o f GNP. This, however, was mainly a consequence o f sharply reduced imports, 

reflecting deflation and decline in investment activity which cut import requirements.'"'^ 

This was against a backdrop o f a wages-inflationary spiral sparked by the fourfold rise in 

oil prices, and intensified by the collapse o f  Sterling on international markets, which 

heightened imported inflation; compensatory provisions for inflation in National 

Agreements, irrespective o f its source, provided workers, or at least those whose 

employers could bear the cost, full compensation for the rise in import prices. Inflation 

averaged an annualised 36% between November 1974 and February 1975, when this 

provision was triggered, and threatened to total 24% for 1975 as a whole.'"'*

Despite the competitiveness benefits o f Sterling depreciation, this created even greater 

resistance to Irish exports, while the IDA experienced severe difficulties in attracting 

foreign investment.'"'^ The Confederation o f Irish Industry warned inflation and 

accelerating wage levels were destroying the will to engage in productive investment, with 

diminishing confldence investment returns could ‘make good the loss in the value o f 

m oney’. German and US investors no longer mentioned Northern Ireland, but Irish 

inflation, as a factor switching o ff industrial i n v e s t m e n t . T h i s  threatened foreign 

confidence in the Irish economy, vital to recovery. Richie Ryan warned in May 1975 o f
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‘disturbing evidence o f  a growing lack o f  confidence in the Governm ent’s readiness and 

ability to bring inflation under control... foreign industrialists are beginning to regard Irish 

inflation as sapping the profitability o f their operations here. If these views spread, they 

could lead very quickly to the closure o f many firms and... abandonment o f Ireland as a 

base for new industries’.'*’'

Table 1: Unemployment. 1974/75 (so u rc e : NAI DT 2005/ 151/500 FuM E m ploym ent January- 1975-, “ B rie f for
d iscussions w ith Principal Fconom ic O rgan isations. Friday 2 iVlay 1975” , p.8)

Changes compared with  
same period in the 
previous year

Period Numbers on Live 
Register

Actual Percentage

Mid-January 1974 72,806 -2,964 -3.9
Mid-May 1974 66,952 +904 + 1.4
Mid-August 1974 68,332 +4,269 +6.7
Mid-November 1974 78,504 + 14,528 +22.7
Mid-December 1974 84,210 + 18,841 +28.8
Mid-January 1975 98,300 +25,494 +35.0
Mid-February 1975 103,557 +30,770 +42.3
7 March 1975 102,331 +31,347 +44.2
14 March 1975 102,924 +32,342 +45.8
21 March 1975 102,390 +32,381 +48.3
28 March 1975 103,256 +33,581 +48.2
4 April 1975 102,913 +33,721 +48.7
11 April 1975 103,407 +33,615 +48.2
18 April 1975 102,686 +33,329 +48.1

Combination o f this drop in external demand and accelerating inflation, which reduced 

incomes and dampened economic activity, also led to a massive shake-out o f labour, partly 

a consequence o f  structural changes, which accompanied the downturn. Rising to over 

100,000 in 1975, and nearing 115,000 or 13% o f the registered labour force in 1976/77, 

unemployment compared with 67,000 in mid-May 1974 (Table 1).'^^ Job losses were 

steepest in building (+10,000, 129% increase) and manufacturing (+16,000, 139% 

increase);' the latter was particularly related to the longer-term decline o f traditional, 

labour-intensive and one-time protected industries, which accounted for 70 % o f those 

working in Irish industry.'^'*
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Crisis in the public  finances

Less visible, but equally severe in its implications, was the crisis in the public finances that 

accompanied the 1975 downturn, and which imposed severe limitations on budgetary 

policy for the remainder o f the 1970s. hiflation and heightened unemployment had major 

implications for the Exchequer finances, which had a significant pay element, and revenue 

buoyancy.''^'’ Richie Ryan’s budgeted £125m deficit in January 1975 ended as £277m 

(6.8% GNP), while the Exchequer borrowing requirement o f £454m to finance this deficit 

became £741m (15.8% GNP).'*’̂  Such deficit budgeting had been intended to help offset 

the downturn’s adverse effects; the alternative, a Cabinet memorandum stated, was ‘an 

unacceptably severe downturn in economic activity, with even higher unemployment 

than... already experienced’.''^  There appeared some validity in this. The injection of 

public expenditure was vital to maintaining growth in the wake o f the Oil Shock; public 

expenditure accounted for 38% o f growth in 1959-61, 50% in 1968-70, and just under 83% 

in 1974-76.

This was part o f a trend, however, in which government expenditure accelerated, 

increasing in real terms at an annual average o f 6.3% in 1970-77, compared with GDP 

growth o f 3.4%. Significantly, o f this total current expenditure rose at an average o f 7.5% 

compared with 2% for c a p i t a l . T h e s e  deficits were meanwhile financed by Exchequer 

borrowing, increasingly foreign-sourced, and which set in train a debt crisis that loomed in 

the early 1980s. Foreign borrowing was itself a product o f  the era o f economic 

development. Post-war Marshall Aid aside (£40.7m in 1949/50), it was limited until the 

mid-1960s, when foreign capital was increasingly availed o f for development purposes. It 

was further encouraged by heightened inflation from the later 1960s, which displaced 

traditional domestic government revenues for the expanding public capital programme.

Central Bank o f  Ireland- Quarterly Bulletin- Geimhreadh 1974. p. 10; NAl DT 2002/8/144, “ Re: Parliamentar>' Que.stions addre.s.sed to 
the Taoiseach, for answer on 27 October, relating to the “high level o f  unemployment because o f  redundancies in manufacturing 
industry” (1971)
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like National Loan securities and savings, in favour o f speculation in inflation-proof 

property and land.’̂ °

The average Exchequer Borrowing Requirement (EBR) prior to 1973, however, both 

domestic and foreign, was 6% o f GNP, used generally to finance remunerative capital 

expenditure;'^' this restriction was provided for in legislation, with the Minister for 

Finance’s powers limited to borrowing for specific purposes. With increasing strain on the 

public finances by the early 1970s, however, this limitation was relaxed; the 1970 Finance
I fi-y

Act permitted borrowing for general Exchequer purposes. Yet even with this relaxation, 

George Colley sought to reduce borrowing over 3-4 years from 1970, warning it was 

‘unwise to place more dependence than at present on foreign borrowing as a regular means 

o f supporting government expenditure’; such borrowing was costly, difficult to arrange, 

and directly inflationary by adding to the money supply.

Borrowing and the First Oil Shock

These warnings were echoed by Richie Ryan as the Coalition resorted to deficit budgeting 

in 1974; this, crucially, was in a climate in which there was a growing trend towards 

shorter-term maturities on capital markets, influenced by the heightened inflation o f the 

period and averaging 5-7 years, and record interest r a t e s . T h i s  was further motivation for 

Ryan’s desire to restore current budgetary balance; he warned reliance on borrowing to 

finance day-to-day expenditure could ‘lead to question marks about Ireland’s economic 

situation and creditworthiness’. He also doubted its steady availability; with a crowding 

out o f Ireland’s traditional borrowing markets (US, Britain, Europe), Finance increasingly 

availed o f  Asian and Middle Eastern capital.

The economic downturn o f 1974/75, however, saw the EBR surpass anything undertaken 

in Ireland’s post-war history. Ireland’s debt-GNP ratio was already high prior to the Oil

B arret, Sean, “ B udget hardly touched public finance inflation” . The Irish  Times. N ovem ber 13"' 1970; also  FitzG erald, Garret, 
'In fla tionary  problem s and budget p o lic ies '. The Irish Times. M arch 3"* 1971; for the im pact o f  inflation on N ational Loan issues, also 
see “ N ational l.oan term s b reak  new ground” . The Irish Times. O ctober 30"' 1974; “Savings m ust increase  o r taxation  m ay rise- W arning  
by C olley", The Irish Times. February 8"' 1971

NAI DT 2008 /148 /654 , “C onstrain ts im posed on 1979 B udgetary S trategy by  the Exchequer B orrow ing  R equ irem ent” ; N ational 
Ix o n o m ic  and Social C ouncil, Ireland in the lu iropean C om m unity: Perfo rm ance, Prospects and S trategy. S ta tionery  O ffice, Dublin, 
1989, p.65
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in 1971/72, 3'" February 1971” , pp.9/10 
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108



Shock. In 1970 Ireland’s ratio was 65.5%, which contrasted with Austria (19.4%), Belgium 

(73.3%), Denmark (11.3%), Finland (15.2%), Greece (21.3%), Netherlands (51.4%), Spain 

(14.4%), Sweden (30.7%), and Switzerland (37.5%).'^^ Support o f economic activity and 

living standards saw the amount o f foreign borrowing in 1974 almost match that o f the 

previous ten years combined, £146.8m compared with £156.Im (Table 2).'^^ Exchequer 

borrowing increased 500% in 1973-75,’ *̂* rising from 6.4% of GNP to 15.8% (£700m).'^^ 

This contrasted with a 1976 EEC average o f 4.6%, when Ireland’s requirement diminished 

to 11%.'^° The net result was that Ireland’s national debt rose from £l,421m  to £2,651m in 

1973-76, 87% in less than 3 y e a r s . T h e  Irish ratio rose to between 76 and 80% by 1978, 

one-third held by external a s s e t s . T h i s  compared with a debt to GNP ratio o f 26% for the
1 7 ^US in the mid-1970s, and under 7% for Germany and Japan.

I'his was accompanied by a massive increase in debt interest charges, a major component 

o f current expenditure; by 1976 the annual charge stood at £296m, compared with £87m in 

1972/73. Debt servicing began to pre-empt revenue buoyancy, which Finance warned led 

to more borrowing: ‘unless the borrowing can be used for productive or self-fmancing 

investment the w'hole thing ends up in an ever more vicious circle leading perhaps 

ultimately to a situation where the total amount that could be borrowed in a particular year 

is not sufficient to pay the cost o f securing the previous years’ borrowing’.'̂ "̂  Service of 

public debt rose from 6.1% GNP in 1971/72 to 7.5% in 1977 and 8.6% in 1978, with an 

increasing part servicing o f foreign debt: 0.3% in 1971/72, and 1.4-1.5% annually in 1977-
79/75
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Table 2: Foreign Borrowing and some related statistics (source; n a i  d t 2 0 0 6 / i 3 3 /3 I9 , “ M obilisation  o f
C apital R esources. D epailm ent ol F inance. 2™' June 1976” ) _____________________________________ ____________________

Foreign
Borrowing

Deficit (-) 
Surplus (+) 
on Current 
Budget

Debt
Service
Costs

Total O f which 
Foreign

£m £m £m £m
1965/66 14.9 -7.8 49.0 2.1
1966/67 9.8 +0.8 56.5 3.0
1967/68 - -0.2 63.7 4.3
1968/69 - -8.4 75.9 4.7
1969/70 10.9 -0.5 88.8 5.8
1970/71 27.0 -8.9 101.4 8.4
1971/72 19.4 -2.2 114.9 10.5
1972/73 21.5 -5.4 127.3 12.9
1973/74 44.4 -10.4 151.5 15.6
1974 (9 
months)

146.6 -92.3 146.1 15.4

1975 253.6 -258.8 678.1 241.1 42.1

Besides the long-term debt burden now imposed on the Irish economy, for the Department 

o f Finance the use to which the massive borrowing undertaken, particularly from foreign 

sources, had been put, the preservation o f living standards rather than potentially 

remunerative productive investment, held dangers for the Irish economy. Finance 

highlighted how for 1974-76 the total amount o f foreign borrowing (£700m) was only 

slightly above the combined current deficit (£678m) for those y e a r s . B e t w e e n  0.2-0.5% 

o f the total annual EBR in the years to 1973/74, current borrowing represented 6.8% of 

1975’s 15.8% EBR, and 4.4% o f 1976’s 11% requirement.'^^ Richie Ryan warned 

borrowing for current purposes was unjustifiable: ‘what we are doing is financing 

consumption by borrowing from other States by trying to do too much too quickly, even 

when this may be eminently desirable on social grounds, we end up living beyond our 

m eans’.’ *̂

Immediate dangers were said to lie in the potential cutting off o f  finance, if  lenders 

concluded Ireland was a bad risk. Ryan warned the level o f borrowing posed questions

'^ ''N A I DT 2006/133 /319 . “ M obilisation o f  Capital R esources, D epartm ent o f  F inance, 2 '“'.lu n e  1976", pp .2/3

N ational t-conom ic and Social C ouncil, Ireland in the Huropean C om m unity: Perform ance, P rospects  and Strategy, S tationery  
OITice, D ublin, 1989. p.65 
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regarding Ireland’s ability to repay its foreign debts, and the increasing difficulty in raising 

sizeable foreign finance; it was ‘extremely hazardous to plan expenditure on the 

assumption... substantial amounts o f  foreign funds will be available in future years’.

Finance doubted lenders would acknowledge the purposes to which funds were put, raising 

the question ‘how  soon the lenders will refuse to lend any more funds. A loss o f 

creditworthiness would in all probability be sudden... rule out all foreign loans and be long 

lasting’.'*^ In a m eeting with ICTU in 1975, Richie Ryan warned the Government had been 

given ‘very clear warnings’ by international bodies that if  borrowing trends, double those 

o f a crisis-hit Britain, continued, the country’s ability to raise money for existing services 

might well be in doubt.'* '

The Coalition. Econom ic Crisis and the role of public  expenditure

The scale o f the crises that emerged in 1975, those o f  inflation, unemployment. Exchequer 

indebtedness and potential financing shortfall, dominated Irish economic policy for the 

remainder o f the 1970s. The perceived means for resolving these crises were largely 

constant throughout 1973-79, although differences existed in how they were pursued by 

the respective Governments o f the period: curbing o f  inflation, enhancing o f 

competitiveness, stimulation o f investment, and therefore o f maximum, and importantly, 

sustainable economic growth. In pursuing these objectives, however, the crises themselves 

appeared to impose limits on public expenditure, with the scale o f  the Exchequer deficit 

and borrowing requirement. These limitations were detailed by the Central Bank, a critic o f 

the 1974/75 deficit budgeting course, doubting it had secured any benefit ‘commensurate 

with the vast sums involved’.'**̂

I'he Bank pointed to the increased borrowing requirement, which severely limited the 

capacity for sustaining expansionary fiscal policies; the serious side effects o f tax increases 

on prices, incentives and income demands; the changing relationship between government 

spending and economic activity, v.'hich made fiscal policy’s influence less certain; existing 

economic problems, particularly high unemployment, were also o f  a nature that increased

Ibid. p.4
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1 8 1Government spending could do little to resolve them. The Bank, as with the Coalition, 

focused on the curbing o f inflation in advancing economic recovery, with high relative 

labour costs, and deep rooted inflationary expectations; effectively tackling unemployment 

and inflation required the community’s nominal income be ‘brought more closely in line
184with the community’s production o f goods and services’. The remainder o f  the 

Coalition’s term, 1975-77, therefore saw a renewal o f the differing emphases in counter- 

inflationary policy o f  the early 1970s, with the Department o f  Finance, and in more 

defensive form, Labour’s social contract approach, leading to stalemate in the area o f 

public expenditure policy.

Richie Ryan, the Department o f  Finance, and the crisis in the public finances, 1975/76

As the primary economic department. Finance was unsurprisingly first to respond to the

crises that emerged in 1975. Richie Ryan submitted a series o f memoranda to Cabinet from

March o f  that year relating the Finance approach to tackling the crises, which focused on

the crisis in the Exchequer finances. Probably the most important o f  these memoranda was

May 1975’s ‘Inflation and Public Policy’, in which Ryan highlighted the inter-relationship

o f counter-inflationary policy with the successful tackling o f the unemployment and

indebtedness crises in a newly sensitive world economy. Describing inflation as ‘not only

the biggest but... most pervasive economic malaise o f our tim e’, Ryan pointed to the more

cautious world economy, dramatically warning economic and political history

demonstrated ‘one lesson above all others’: ‘unless firm corrective measures are taken.

inflation rates o f 25% or more have an overwhelming tendencv to accelerate into

uncontrollable inflation and ultimate collapse o f the currency’ (Ryan’s emphasis). A hand
! 8^written note added: ‘and o f democracy itse lf. '

Permitting inflation to accelerate, Ryan argued, would lead to far greater unemployment, 

with export-led growth and full employment possible ‘only if  industries operating and 

established here are internationally com petitive’. He acknowledged that if  Ireland could 

face with equanimity the other consequences o f inflation, it was possible to largely 

safeguard Ireland’s competitive position vis-a-vis Britain, then in the throes o f  economic 

and monetary crisis. This, however, was deemed ‘an untenable position even in the short

183
C entral Hank o ! Ire land  Q uarterly  Bulletin- Geitnhreacih 1976. p .5
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run; it offers no credible basis whatever for long term economic development’. Unless 

inflation was swiftly reduced, economic prospects would include ‘mass unemployment, the 

resumption of large scale emigration, and intolerable living costs at hom e’.'**̂

In the interests o f  economic recovery, Ryan therefore proposed making counter- 

inflationary policy the prime Government aim, key to maintaining confidence in the Irish 

economy, and the ability to raise sufficient revenue to maintain Government activity at 

existing levels. Failure he warned would ‘lead to a complete loss o f confidence in the 

currency by foreign lenders and traders, with devastating economic, social and political 

consequences’. As in the early 1970s, he contended for the credibility o f  any counter- 

inflationary initiative, the Government’s own spending ambitions had to be curbed; with 

inflation’s causes and influence different over time, involvement o f all economic sectors 

was paramount. Success was to provide breathing space for consideration o f a medium- 

term economic strategy, concentrating on employment-creation based on industrial 

competitiveness. He also proposed redirecting expenditure towards productive objectives, 

laying the ground for future development; deflationary measures, even if  they led to a 

temporary increase in unemployment, were presented as a ‘lesser evil than the 

alternative

Importantly, as Ryan explained elsewhere throughout 1975/76, the curbing o f public 

expenditure and inflation was to facilitate private enterprise in driving economic recovery; 

this reflected a public service faith in private enterprise during the 1960s and 1970s in 

advancing economic goals, and its perceived undermining by the instability o f that period. 

With public expenditure, under the influence o f rising unemployment and rapid inflation, 

increasing to 55% o f GNP in 1976, and on prevailing trends threatening to reach 60% 

within five years, Ryan questioned whether the overall balance between public and private 

expenditure was desirable, and ‘whether we are prepared to allow a continuation o f  present

trends to permit the public sector to account for an even greater share o f  national
188resources’.
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Ryan doubted the compatibility o f such expenditure, taxation and borrowing levels with 

the working o f a mixed-market economy, and the ‘allocation o f national resources best 

suited to meet national objectives’.'***̂ He pointed to the previous two decades when, 

despite the rise in expenditure, there was a decline o f 3,000 in the total number at work; for 

Ryan ‘too much o f  the increase has gone towards redistributing resources rather than 

increasing them ’.'^^ Believing Government had an important role to play in national 

development vis-a-vis the private sector, he believed this to be a ‘role o f guidance and 

support not o f usurpation’.'^' The prospects o f  real growth were therefore seen to ‘depend 

on the last analysis on development o f the private sector with the support o f the public 

capital programme’.

Reduction and reorientation of public expenditure, and the unemployment crisis 

Curbing inflation, restoring economic confidence, and creating this optimum environment 

for private enterprise were therefore seen to rest on a reduction and reorientation o f public 

expenditure. In eliminating the Exchequer deficit through public expenditure curbs, Ryan 

was motivated by what he termed ‘already high tax rates, rising taxpayer resistance within 

the confines o f the existing tax base, and the potentially adverse effects on production and 

growth’. T h e  ‘tolerable limit o f direct taxation’ had been reached, while indirect tax 

increases impacted on price and wage levels, limiting the scope for tax increases to restore 

fiscal balance.'^'* Some widening o f the tax base was acknowledged as possible, especially 

post-EEC accession farmers who paid 0.5% o f their gross income in direct taxation, 

compared to 14.5% for the non-agricultural c o m mu ni t y . Su bs t a n t i a l  yields had to be 

phased in, however,'^* while Ryan also warned Cabinet colleagues o ff hopes for
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substantial revenues from still uncertain offshore petroleum fmds, undergoing exploration 

in the IQVOs.'*̂ ’

In any case, the extra resources that could realistically be assumed from increased taxation
• 108 or foreign borrowing still left large amounts o f  expenditure uncovered. I'he public

expenditure strategy therefore entailed elimination or reduction o f  a large range o f 

services, to help reduce the deficit, release resources for productive and employment- 

creating activity, and permit flexibility on taxation. Ryan explained the choice had to be 

faced ‘o f cutting back services to the level we can afford to pay for or o f  allowing 

commitments to build up to the point where the State has to default on its obligations’.

The focus of this approach was inevitably social or current expenditure, 67% o f total non

capital supply services in 1976, acknowledged by Finance as creating ‘serious problems o f 

retrenchment for all Departments’, but the ‘inevitable consequence o f  a restoration o f 

balance in the public finances’.

This shift from consumption to productive expenditure was to be directed towards 

addressing the scale o f Ireland’s unemployment and indebtedness crises, which, spurred by 

rapid population growth from the 1960s, was seen to require high growth and ‘massive
9 0 1investment on a scale unsurpassed by previous perform ance’. Ryan singled out direct 

investment, incentives and infrastructural investment, aimed at enhancing Irish 

competitiveness, enlarging employment opportunities, and maintaining existing 

employment in production o f  marketable goods and services. The latter was not only seen 

as making the most significant contribution to employment in the medium-term, but also 

‘the most reliable means o f  achieving a permanent increase in the resources available to 

finance public expenditure, and apart from a major and lasting improvement in the terms o f 

trade, o f redressing the current deficit in the balance o f paym ents’.
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Prioritising expenditures that provided employment and growth were also seen as 

minimising the contractionary effect on the economy o f bringing down the public service
203deficit, and importantly, acting as a potential stimulus to private sector investment. 

Besides high inflation. Finance suggested the inadequacy o f  private sector investment in 

the mid-1970s owed much to the sector’s unwillingness to initiate capital projects in the 

face o f  growing excess capacity and uncertainty about economic prospects. If  Government 

was seen to use the prospects o f increased borrowing for productive investment o f a self- 

financing nature, however. Finance believed ‘the damage to the confidence o f  the private 

sector would be reduced’, making continued high borrowing ‘justifiable on the grounds o f  

restoring confidence in the future viability and prosperity o f  the economy’; when 

borrowing was used to finance current budget deficits, with ‘no significant effect on 

reducing inflation or unemployment or improving productivity the private sector cannot be 

blamed for its reluctance to invest’.

Despite the implications o f this approach for social expenditure, Richie Ryan stressed its 

ultimately social purpose. He explained in 1976 the governm ent’s ‘overriding social aim ’ 

was providing work for as many as possible; ‘The emphasis in our social thinking is on 

creating jobs rather than on giving relief to those who have not got jobs, and this requires 

more co-operation and goodwill than the community has ever shown before, it means using 

all our resources, including the talents and initiative o f all our young people’. W h i l e  

recognising the inter-relationship between economic and social development, he viewed 

‘sustainable job-creation as the primary social need and therefore... having a prior claim on 

resources’; it was ‘self-evident that to the extent... social provision makes for the 

consumption rather than the generation o f resources, allocations to it must not prejudice or 

retard overall development’.

Formalisation o f  the Strategy and the EEC Community Loan Scheme

Ryan sought to formalise this strategy in Cabinet in 1975, publicly maintaining the

Coalition line on borrowing: one that referred to its temporary stimulus to the economy, its
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status as a policy supported by the foremost authorities,^**^ but which was no longer 

required once there was an upturn in the world economy. He saw little alternative to 

continuation o f large-scale borrowing in the medium-term, with a drastic and abrupt 

reduction risking consequences which ‘could well be socially and economically disruptive 

and u n a c c e p t a b l e I n s t e a d  Ryan proposed a phased tapering-off o f borrowing and 

elimination o f the current budget deficit (6.8% o f GNP) over a two-year period, to secure a 

balanced budget by 1978 (from £241ni in 1975 to £160m in 1976 and £80m in 1977).^'^

Departments were also issued with public expenditure guidelines, which required no 

provision o f new or improvement or expansion o f  existing services; that long established 

services be critically examined in light o f  changes since their introduction; charges for

services be introduced or increased where feasible; subsidies to bodies be discontinued
211where appropriate; and that service levels be reduced ‘wherever possible’. fhe overall 

strategy, according to Finance, required: ‘determination to face the consequences o f 

unpopular decisions to reduce or terminate services which are shown to be well beyond the 

means o f the com m unity’. '̂^ Ryan warned Cabinet the econom y’s problems ‘will rapidly 

become acute, if  neglected and because they are deep-seated, w'ill take time to 

overcom e’.^'^

Ryan meanwhile sought to reinforce his approach, and counter departmental demands, 

through the imposition o f an external constraint on Irish economic management: 

negotiation o f a conditional $300m loan from the EEC Community loan scheme in 1976. 

This was against a background o f continuing Departmental demands despite the crisis in 

the public finances. Ryan accused Departments o f an inability or unwillingness to accept 

‘continuing budgetary stringency must impose a slowdown in the growth o f  public
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expenditure in their area o f  responsibiHty’.̂ '"* Expenditure overruns became

commonplace,^'^ while Ryan also complained o f a ‘Blackmail situation’, as allocations
2 16were exhausted before the end o f the financial year. Departments were accused o f 

proceeding on the basis ‘they can secure approval for virtually any excess over the amount

a l l o c a t e d R y a n  even recalled his Ministerial colleagues had great faith in Finance’s
218ability to procure funds and felt perhaps Fmance warnings were merely manipulation!

Calls in August 1975 for reductions or savings ahead o f  the 1976 budget for example, o f 

the magnitude o f £547m, voluntarily yielded only £23.9m, and possible further reductions 

o f £24.5m, while five departments offered no reductions at all.^'^ The EEC scheme for its 

part was devised in 1974 to help tide EEC members over balance o f  payments difficulties 

generated by the Oil Shock, and prevent relapse to protectionist policies. Interestingly, 

Finance officials were permitted by the Community’s Monetary Committee to draw a list 

o f acceptable conditions attaching to the loan.^^' In keeping with the phasing out o f 

Ireland’s excessive borrowing, the conditions called for halting o f growth in the EBR in 

1976, its subsequent reduction, its non-monetary financing, and avoidance o f  loose 

monetary policy.

At the time o f the EEC scheme’s introduction in 1974, a Finance note remarked a state 

which was in such difficulties it required Community finance had to be by definition in a 

weak position: ‘is it inherent... that loans will contain a very high risk element?... Would a 

promise to implement certain economic measures... carry any weight in a democracy 

subject to elections and changes o f Government, and would such a promise be acceptable
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• 99  ̂(in a commercial sense) to cover the risk involved?’ Given the greater public 

expenditure discipline to which it was directed, however, Ryan recalled gladly accepting 

the conditions, considering it a useful external constraint in strengthening the 

Government’s hand in reducing borrowing and establishing greater public expenditure 

control.

In seeking to restore order in the public finances and curbing inflation, Ryan saw his 

ultimate aim as one o f maintaining Ireland’s economic sovereignty, an issue that appeared 

central for Finance in the economic crisis. Ryan voiced the Government’s anxiety to avoid
99 SIMF intervention, as happened in Britain and Italy in the mid-1970s. " He warned Cabinet 

tackling inflation and the Exchequer deficit raised the question o f ‘whether it is to be 

curbed in the ways we think best by Government decision or in unacceptable ways at the 

behest o f foreign lenders apprehensive o f a collapse o f our whole economy and with it our 

capacity to pay our debts... If the Government are to have any control over the future 

course o f economic and social events, they must first abate inflation by the means open to 

them. Otherwise, control o f the Irish economy will inevitably tend to pass from their 

hands’. T h i s  was a question he also posed o f wider Irish society. In 1976 he stated Irish 

people had to ‘face up to the real, stark and immediate challenge o f the problems that 

confront us. If we do not, we will have to forego the opportunity o f shaping our future for
997ourselves, and it will be done with much less concern by others’.

The Labour Party, social justice and economic recovery

The Finance strategy outlined in 1975/76 dominates in available State papers o f the time. 

The Finance approach, however, contrasted with an alternative economic strategy 

unsuccessfully submitted to Cabinet in June 1975 by Brendan Corish, entitled ‘Policy 

Proposals to Deal with Inflation and Unemployment’; despite the crisis in the public 

finances, this maintained the validity o f a wider social contract and non-defiationary 

approach to the economic crisis. Labour recognised the severity o f  the crises that emerged
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in 1975, and the limitations imposed on demand management by the budget deficit and
228borrowing requirement. Corish informed Labour’s 1975 Conference that the economy 

was ‘not generating enough money to pay for all the Government services we normally 

take for granted’: the difference between income and expenditure was too great to be
229bridged simply by borrowing.

In response to the crisis, Labour strategists drew up Corish’s policy paper, the product o f 

‘considerable planning’, and which importantly, was circulated to trade unions affiliated to 

the Labour party. Corish attempted to submit the paper to Cabinet in June 1975, only for it 

to be rejected when Government collectively decided that as a non-economic Minister he 

did not have the right to introduce a major economic policy document! The ideas 

advanced nonetheless circulated within Government. Against a backdrop o f  continuing 

world depression, and rampant British inflation, their essential focus was a rejection of 

deflation, and that the crisis could only be tackled by policies that dealt simultaneously 

with both inflation and unemployment, in a comprehensive and relevant package, with 

both short and medium term proposals to stimulate economic activity; importantly, the 

paper argued ‘no action should be taken on the basis... inflation is caused by excessive 

public expenditure’. At the moment the problem of the Irish economy is one o f stagnant 

output and insufficient demand.

The package was consistent with the economic planning approach outlined in the early 

1970s, with it deemed important the package be seen as a whole and the proposals be 

interpreted in relation to its other elements. The Labour approach to inflation involved 

the flexible use o f public expenditure to reduce the Consumer-Price-Index, through VAT 

cuts and subsidies, and continuous management o f the CPI to secure worker confidence 

and break inflationary expectations. Modification o f the existing National Agreement was 

also proposed, to relate pay increases directly to price increases, followed by a three month 

pay pause, slowing down the rise in industrial costs and securing Exchequer savings on
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public service pay. In what was essentially intended to co-opt trade unionism to orderly 

economic recovery through greater price stability, this was to be followed by indexation 

less increases in indirect taxation after the pause up to end-1977, allowing the e c o n o m y  to 

grow on the basis o f  cost competitiveness. In the interests o f social equity, and in keeping 

with the Coalition’s shared burden approach to the economic crisis, indexation o f  non-
2 3 3wage incomes in line with pay increases, if necessary by legislation, was also proposed.

The measures to reduce inflation, such as VAT reductions, were in turn tasked with aiding 

employment, by boosting demand for home produced goods, especially clothing and 

footwear, while employment was to be further stimulated by a temporary employment 

premium scheme for manufacturing industry, for recruitment o ff the live or unemployment 

register.^^'^ Direct employment schemes were also proposed for hard hit areas and groups, 

such as those made unemployed from redundant industries and youth with little or no 

employment experience, the latter o f which were liable to attract grants from the EEC 

social fund. As part o f  proposals for stimulating employment, to prevent unemployment 

rising to 140,000 in Winter 1975, Labour also advanced aids to industry, a special 

programme for the construction industry, heavily hit by unemployment, as well as import 

surveillance and controls in sensitive areas, and V AT charged at importation on selected 

goods.

An enhanced Buy Irish campaign and crash IDA/CTT activity were also suggested. It was 

proposed to finance the package, such as the loss in VAT and subsidies, through full 

income taxing o f the public sector, which would establish a link between job  security and
23  ̂the need for sacrifice; ' increased borrowing; and an income tax surcharge on personal 

liabilities, in 45% and higher bands, as part o f an equitable incomes policy. There were 

also to be savings in public sector pay and unemployment benefit, increased VAT revenue 

and income tax returns, and increased capital borrowing. In presenting the package, the 

importance o f social justice was maintained; it proposed underlining the Government’s 

determination to maintain the value o f social welfare payments, and that the package 

contain a clear undertaking to continue the Coalition’s programme o f social welfare 

development and reform. This was to include a guarantee o f the real value o f payments for
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welfare beneficiaries, together with continuation o f the planned extension o f the system, in
“y i f .

such matters as pension age and means test easement.

The role o f this package in co-opting trade unionism into a planned programme for 

tackling the economic crisis was clear. Labour warned against breaking faith with the trade 

union movement through abrogation o f pay agreements, contending consultation and co

operation had to be the basis o f the Coalition’s economic policy, ‘not confrontation’; 

abrogation ‘would clearly not be worth all the industrial and political troubles which would 

inevitably follow and should be rejected in whole and in part’. It was unlikely unions 

would voluntarily acquiesce in abrogation or unilateral alteration, with it ‘neither 

politically feasible nor economically justifiable in view o f the industrial chaos that would
23 7ensue’. The short-term counter-inflationary and employment measures, with defined 

goals and a related range o f co-ordinated activity, were put in the context o f medium-term 

economic and social planning due to the severe shortage o f  financial resources and 

borrowing difficulties; and the need for awareness o f  these medium-term economic 

constraints among employers, unions, farmers. Government and the community in general.

The Labour proposals stressed the need to set targets, however general, and monitoring 

systems designed to create public awareness o f  how Government and social group actions 

were in line with or deviating from the plan, and to show the need for corrective actions or 

modification. There was also pressure from all major economic interests for some form o f 

agreed and widely understood economic and social strategy, ‘both as a statement o f  goals,
238and as a context for activity at all levels o f  national life’. Labour emphasised an 

economic and social plan with community involvement (NESC, social partners, 

agricultural bodies, community organisations), which did not embody a counter- 

inflationary policy in isolation: ‘Such a short-term programme will not guarantee the 

continuing acceptance o f difficult measures by the community as a whole. The counter- 

inflationary package will not succeed unless it is seen and understood by the people- and in 

particular by key groups such as the trade unions, as part o f a systematic range o f wider 

policy priorities and in the context o f a flexible overall plan. Economic and social
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planning, however, defined, must be regarded as a continuous process and not as an
2 3 9occasional once-off activity o f policy form ation’ (document’s emphasis).

The proposals meanwhile went on to reflect the logical extension o f Labour’s State 

activism and social democratic influences, suggesting a greater role for State planning and 

intervention in the economy as a means o f tackling the crisis; this was in contrast to Ryan’s 

laissez faire emphasis on private enterprise. They spoke o f institutional changes to make 

planning more ‘political’ and not just an extension o f routine forecasting, budgeting and 

working procedures; this envisaged active use o f State agencies to generate employment.^"^*^ 

They were to involve modernisation and rationalisation o f planning and development 

structures, in order to ‘create the climate for a united and coherent national approach to the 

economic and social needs o f the community in the current difficult situation, and in the
241rapidly changing circumstances o f the future’. This included a central policy review 

group, to facilitate direct political control o f the increasingly complex planning process, 

processing and co-ordinating the flow o f economic and social proposals to Government 

and presenting them in a coherent and more easily handled manner; a single economic 

planning and regional development unit, which was to work closely with the industrial and 

agricultural activity and development agencies; establishment o f a National Development 

Corporation (see chapter 8), national trading company with minority state participation and 

Western Development Board for regional development purposes; and planned 

development o f agricultural investment and production.^^^

The N ational Coalition an d  Economic Policy, 1976/77

These differing emphases in counter-inflationary, and by implication public expenditure 

policy, were reflected in the Coalition’s efforts to establish its strategy for recovery in an 

economic Green Paper in 1976, part o f its proposed consultative approach to planning. 

After action was taken to stabilise the immediate inflationary crisis in June 1975, through a 

counter-inflationary supplemicntary budget package not dissimilar to Labour’s counter- 

inflationary proposals (see chapter 4), the Coalition began work on the Green Paper in 

January 1976; it was published in September o f that year. After the lapse in planning
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during the 1960s, this was regarded as important in establishing greater control and more 

effective use o f public expenditure. The National Economic and Social Council, in its 1976 

Report on Public Expenditure, viewed the defining o f  Government priorities by a plan as a 

necessary framework for tackling the crisis in the public finances;^'*^ there was a need to 

avoid arbitrary cuts and to identify which objectives involved the least sacrifice o f 

economic and social objectives.^'*'*

The Green Paper process was directed by the Department o f  Finance, with Richie Ryan 

viewing the paper as a means o f formalising the programme o f public expenditure 

reductions and policy proposals to spur economic growth. In 1975/76 he explained how it 

required ‘substantial changes in public policies and attitudes’, with the meeting o f 

investment needs without tax increases demanding a ‘major reappraisal o f national aims 

and policies... to allow the maximum diversion o f expenditure towards increased 

eniployment’.̂ '*"̂  With inflation on the downturn the Coalition would spell out the 

‘financial burden o f achieving the economic and social targets, which we would hope to 

achieve over the next five years’. Describing it as not ‘particularly pleasant medicine’, 

people would see employment o f more at certain levels o f income required greater restraint 

than in the past. "̂*^

Efforts to formalise reductions came in the form o f a letter issued by Taoiseach Liam 

Cosgrave to all Ministers in May 1976, which stressed the inflationary effects o f public 

expenditure, and sought substantial reductions and proposals to maximise growth: ‘even 

those areas hitherto regarded as untouchable because... they might precipitate redundancies 

or choke o ff employment opportunities must be looked at afresh and assessed by the 

Government in the context o f the whole set o f problems now facing us’.̂ "*̂  He suggested 

examination o f specific areas including consumer subsidies, introduced in June 1975 to 

curb inflation; greater selectivity in children’s allowances; agricultural grants and 

subsidies; restrictions in further social welfare increases; and greater selectivity and service 

charges in health and educational service provision. Expenditure on the latter had increased
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threefold since 1972/73,“ absorbing o\ er 10% o f GNP, and 19% of current government 

expenditure.^"'*^

Cosgrave urged that ‘given the time lags involved in deciding the necessary policy changes 

and in putting them into effect, immediate and progressive reductions in expenditure must 

be embarked on at once’. He impressed ‘both the urgency and the magnitude o f the task. 

The sheer size o f  the necessary reduction makes it clear... it cannot be met by marginal
9 SOchanges alone’. ‘ The Green Paper process, however, failed to secure significant

expenditure reductions. In fact, in an indication o f continuing ‘expansionary m om entum ’,
2^1practically all the responses to Cosgrave called for more expenditure. ' Ryan criticised the 

continuing high demands by Departments during the process, ‘ expressing disappointment 

with the responses to Cosgrave, which were ‘clearly inconsistent with any realistic 

projection o f  public expenditure for the next few years. Ministers would have to reconsider
2^3their replies seriously in light o f realities’. ‘ As late as September 1976, he also warned o f 

the need to curtail public expenditure: ‘these facts were being ignored but until they were 

faced up to there could be no Green Paper

Economic and Social Development, 1976-1980

Despite Ryan’s warning, a Green Paper did materialise in late September 1976, failing to 

incorporate significant reductions in public expenditure; in fact, it largely avoided the 

subject. Instead the paper, entitled Economic and Social Development, defended the 

Coalition’s use o f  public expenditure from 1974, pointing to the causes o f  existing 

difficulties as largely outside domestic control i.e. oil prices and recession; these factors 

were described as powerful forces aggravating basic problems o f the Irish economy 

predating the recession. In defending the approach o f 1974-76, it highlighted public 

expenditure’s role in supporting employment and demand, protecting the living standards 

o f the disadvantaged, the use o f budget deficits in other countries, and the dramatic rise in 

the amount spent on promoting investment. It argued the correctness o f  these policies 

during the recession, despite the expenditure increases, could not be seriously challenged,
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but because o f the cost, it was inappropriate and impossible to continue them 

indefinitely.^'”'̂

The paper stressed the new realities that now existed in the world economy, and how with 

international recovery from 1976, there was a need to take domestic action like other 

countries to reorganise the economy, and trim expectations. Failure to do so would lead to 

an unsustainable and ‘intolerable situation’, with deteriorating competitiveness; export loss 

and increased import penetration; discouragement o f investment, low growth; further 

unemployment; and unsustainable public sector and balance o f  payments deficits. It urged 

the need to curb inflation, raise output and productivity, sell Irish production on 

internationally competitive markets, and thereby raise employment.^^^ To advance these 

goals it proposed measures such as economic planning, income restraint, a favourable 

domestic industry and personal tax environment, fuller mobilisation o f State enterprise,
257worker participation, infrastructural development, and public service reform.

In the paper’s view, however, trimming o f expectations did not entail major cuts in public
2^8expenditure. It acknowledged further real expenditure growth was impossible, ' while 

pointing to the need to reorient resources towards enhancing productivity and 

modernisation, expansion o f capacity and employment-creation.^"^*^ In terms o f curtailment, 

however, the only reductions offered were elimination o f circular or universal transfers, 

and streamlining but improvement o f the social services.^^° Assuming the potential for a 

6% growth rate, it instead pointed to the possibility o f avoiding drastic and deflationary 

reductions, which combined with a rise in taxation’s share o f  GNP (26.8% to 28%) would 

permit continued expansion in public investment, designed to secure and service economic

growth; maintenance o f the real volume o f  current public expenditure; and significant
261reduction in overall public sector borrowing.

Maintenance o f current expenditure at existing levels, meanwhile, was to involve changes 

in its composition, with population growth requiring expansion in infrastructure and basic
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social services; priority was to be given to expenditure which generated additional 

employment, and improved social services to the disadvantaged. Committing to adjusting 

expenditure for employment creation, however, it ruled out achieving this ‘at the expense 

o f  vital social services’, with other less vital areas having to bear the brunt o f  adjustment. 

Despite the incidence o f wage retaliation, it maintained society’s duty to protect those who, 

‘because o f personal circumstances and inflation, depend on the community to act on their 

b eh a lf. Society had to be willing to pay for these social services, including health, social 

welfare, education and housing, if  their value was to be protected or in certain priority 

areas improved.

The Green Paper and economic stalemate, 1976/77

The Green Paper received a derisive reception on its publication in September 1976, with a 

NESC commentary highlighting the 6% growth projection, and the assumption o f  income 

restraint and reorientation of public policies to increase investment, which eased 

significantly the problem whose solution was assumed to begin with: problems could not 

be removed ‘by assuming... they have been resolved... policy measures and institutional 

arrangements by which the problems could be eased or resolved must be spelt out’;̂ ^̂  these 

were needed to ‘divert the econom y’s path from the apocalypse’. B y  failing to forcefully 

tackle the issue o f the crisis in the public finances, the Central Bank meanwhile later 

accused 1970s Governments, and by implication the Coalition, o f  failing to impress the 

severity o f  the Exchequer crisis on the Irish public. By helping shore up living standards 

through borrowing, and therefore inflationary or ‘unwarranted expectations’, the public 

came to ‘expect... living stanciards can continue to rise at a rate in excess o f  the productive 

capacity o f the country’. I'his it argued deferred remedial action and made retrenchment, 

particularly for future generations, even harsher.^^'^

Several factors appear to have contributed to the weakness and unreality o f  the eventual 

Coalition strategy. Despite w ide recognition o f the scale o f  the Exchequer and 

indebtedness crisis, the nature o f the paper can be explained by the political and electoral 

context in which it was published; the document was consequently recalled by Labour’s
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Brendan Halligan as a ‘truce’. The paper appeared a compromise between the public 

expenditure retrenchment sought by Ryan, and the more stimulatory, social contract 

approach advocated in Labour’s June 1975 proposals. Departmental resistance to 

expenditure reductions was clear during the Green Paper process. There also appeared 

widespread reluctance to engage in pure deflation during the 1970s, particularly at a time 

o f high unemployment; as will be seen in chapter 5, the extent o f the unemployment crisis 

gave rise to concerns about social instability that such an approach could only exacerbate. 

More generally, the Coalition’s Minister for Foreign Affairs Garret FitzGerald was haunted
“) f \ lby the over-deflation o f the 1950s, and the despondency it generated; in 1976 he 

perceived an already generalised pessimism, which he thought ‘likely to be exacerbated by 

the disclosure o f the scale o f  proposed reductions and... expected impact on GNP 

growth’.

This was coupled with maintenance o f the social contract approach as a psychological 

focus to consent and economic recovery by Labour within Cabinet. The expenditure- 

resources dialogue was a continual difference between Richie Ryan and Brendan Corish. 

During the Green Paper process Ryan agreed social policy options had to be examined 

within a framework for policy development, for the best balance between economic and 

social objectives and the actions to attain them. He highlighted however how ‘both 

economic and social policies must be constrained within the limits o f the resources that can 

be made available over the period, and that a primary requirement is ensuring... these 

resources do in fact accrue... He does not wish to inhibit in any way either the range or 

nature o f the examination, but regards it as self evident... any policy proposals, if they are 

to be realistic, must have regard to the resource constraint’.

Corish, however, argued any proposed plan would ‘make no sense at all to the public if  it 

isn’t as specific on social targets... I'he public will, it is confidently predicted, reject any 

planning exercise which neglects to set targets or directions in the social policy areas’.

“  H alligan interview
Dr G arret FitzG erald, at W itness S em inar in C ontem porary ' Irish H istory- "An chead B ord Snip- the public expenditure  crisis o f  the 

late 1980s and its ou tcom es” . C entre for C ontem porary  Irish H istory, T rin ity  C ollege D ublin, 4"' M arch 2009

NAI DT 2006/133/318, “ M inister for I'o rc ign  A fl'airs- M em orandum  for D iscussion by C ab inet Sub-C om m ittee  on the Kcononiy- 
"F 'lanning and Policy", 25"' M ay 1976” , p .3

NAI DT 2006/133/392, "Addendum  to the second M em orandum  for the (lovernn ien t on M anagem ent o l 'th e  t;cononiy up to 1980, 
4"' M ay 1976 ', pp .5/6

NAI DT 2006/133/320, "Secret: M em orandum  to the C abinet Sub-C om m ittee  on the Hconom y (D epartm ent o f  H ealth), 16"' ,lune 
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Corish supported a plan that was both ‘realistic and meaningful’, with a concerted attempt 

to develop social policy along progressive lines and in a coherent relationship with 

economic policy’ .Im p o r ta n t ly ,  given the Green Paper’s role in the Coalition’s 

consultative planning process, he contended proper stress on social considerations was 

‘probably the only sure foundation for agreement with the social partners’. W i t h  the 

challenges to be faced even greater than those anticipated in 1973/74, Corish maintained in 

1977 grave economic problems could not be successfully tackled ‘unless all our policies 

are designed to ensure justice and equity in our society’.

It appears, however, that decisive in the public expenditure stalemate was the imminence 

o f  a general election in 1976/77. Brendan Halligan, while acknowledging the seriousness 

o f  the crisis in the public finances, described the Finance approach as ‘cutting the legs from 

under the Governm ent’. Consequently ‘nothing would be left’; the Coalition, by destroying 

its chances o f  re-election, ‘w ouldn’t be able to continue its w ork’.̂ "̂* Public expenditure 

reductions were important to the legacy o f the Coalition, particularly its approach from the 

onset o f  the Oil Shock. W riting in 1976, Labour strategists regarded elimination o f the 

current budget deficit as decisive for the political image of the Government, and ‘positively 

self-defeating from a political viewpoint’, while adding to actual and prospective
27^unemployment through public sector redundancies. '

Labour Minister for Local Go vernment Jimmy Tully also remarked o f a draft Finance 

Green Paper, there was ‘no recognition o f the real achievements o f  the Government across 

a whole range o f services and in dealing with a wide range o f  problems... Painting the 

country as in bad shape and heading for even worse implied an admission by the 

Government o f the failure o f  its policies’. 7 ’his potential vulnerability was outlined in 

1976 opinion polling, which found the public regarded the Coalition’s record on

NAI D T 2006/133 /318 , 'C ab in e t Sub-C (.im m ittee for the Hconom y Ix o n o m ic  and Social Plan M em orandum  from  the T anaisle  and 
M inister for H ealth and for Social W elfare. 2 2 " ‘‘ A pril 1976 '. p .2 

Ibid, p.3
Harry D esm ond Papers, A ddress by an  1 anaistc, B rendan C orish, M inister for H ealth and Social W elfare at the A nnual D elegate 

C onference o f  the Irish Transport and G e n era l W orkers U nion, C onnolly  Hall, C ork , Thursday 2 ,lune 1977'. p.4 
H alligan interview
ll.IIM A  U rendan C orish Box 2 "M em orainduni to an Tanaiste- The I'eono tiiy  and the N ext H lection” , pp.3/4 
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unemployment and inflation highly unfavourably, but was satisfied with its handling o f the 

social services, agricultural issues, and internal security.

As with the party political influences on the social contract approach, public expenditure 

retrenchment also had implications for Labour’s role in Government. Labour exercised a 

veto on substantial cuts in the social services, with any policy o f  retrenchment politically 

disastrous. Corish maintained Labour’s responsibility to protect the weak and vulnerable in 

an economic crisis,^^^ while the party was under pressure from both trade unions and its 

party base, which contained a strong anti-Coalition element, to oppose deflationary
279policies, which would worsen unemployment and living standards. Labour’s William 

Scally recalled Labour’s deep economic thinking, but when it came to the crunch, the party 

was in Government to protect the health services, public sector numbers and the

d is a d v a n ta g e d .T h is  accounted for Brendan Corish’s opposition to early Green Paper
2 8 1drafts, in which the prospective situation appeared disastrous for social departments, and 

rejection o f termination o f  services as adding to the total number o f unemployed.

Coalition Unity and the Tullymander

This was meanwhile against a background o f a re-election objective that was at the heart o f 

the Coalition project, and a desire to remould Irish electoral politics. While deferring to 

Richie Ryan on economic matters,^*^ Taoiseach Liam Cosgrave was perceived as seeing 

his fundamental duty as maintaining the unity o f  the Coalition,^^^ thereby proving in 

defiance o f Fianna Fail arguments that Coalitions could work and need not fall apart in 

disarray like the inter-party governments o f the 1950s.^*’̂ He spoke o f killing the Fianna 

Fail ‘m yth’ that it alone was large enough to govern. The Coalition, in turn, appears to

The Coalition enjoyed approval ratings o f 63% on the health service. 61% on social welfare, 68% on education, 52% on farming and 
50% on internal security; it only enjoyed 34% approval ratings for industrial development, while its disapproval ratings on inflation were 
84% and 80% in the case o f  unemployment- NAI .lack Lynch Papers 1195/7/9, “ Irish Marketing Surveys Limited- An Omnibus report- 
Public Attitudes to the present Government- February 1976 Prepared for Professor Martin O' Donoghuc”

“ Huge vote in favour o f  staying in Coalition”, The Irish Times. November 22"^ 1976
279
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have been rem arkably  united. M any o f  those interview ed for this thesis recalled a definite 

unity  o f spirit, how  Cabinet decisions alm ost never divided on party lines,^®^ and how the 

tw o parties shared mutual respect and understanding.^^* The central binding force was seen 

as the relationship between Cosgrave and Corish, who had previously served together in 

governm ent, and w ere aware o f  each o ther’s political constraints, w hich aided the 

functioning o f  the Governm ent.

rh is  unity o f  spirit, it can be argued, w as a reflection o f  the continuing overshadow ing o f  

econom ic m anagem ent by the N orthern Troubles, which dom inated the C oalition’s term. 

T his in turn fed into the C oalition’s re-election objective, at the expense o f  Fianna Fail, 

w hich it view ed as having an am bivalence on m ilitant Republicanism . This was reflected 

in Coalition statem ents in the m id-1970s. Liam Cosgrave contended in 1973 the people 

‘w anted peace in th is country, and... did not want Fianna Fail to get their hands on any 

office until they had purged them selves o f  any shadow  o f  responsibility  for what had 

happened’. L a b o u r  strategist N iall G reene also wrote in 1976 how  his party felt ‘a 

historic obligation not to contribute in any way to putting Fianna F a il’s hands back on the 

levers o f  G overnm ent until, at least, that party has purged itse lf o f  the cultural im perialism  

w hich will stifle w hatever slender possibilities there are o f bringing peace to this island’

O f the re-election objective, a  1973 Labour briefing recom m ended deliberate decisions to 

do things for the sake o f  w inning votes, and w hich had to be done ‘because they are the 

right thing to do in them selves’: ‘A bove all else, the task o f  the first coalition m ust be to 

elect the second one’.̂ ^  ̂This objective was advanced in 1973/74, w ith the C oalition’s 

undertaking o f  the ‘T ullym ander’ constituency revision. Fianna Fail’s traditional electoral 

hegem ony from  the 1930s w as partly seen as resting on m anipulation o f  constituency 

boundaries;^^^ until establishm ent o f  an independent electoral com m ission in 1980,^®'*
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constituency revision rested with the Minister for Local Government, which inevitably led 

to party manipulation to maximise Fianna Fail’s seat haul, most notably in Kevin Boland’s 

gerrymander in 1968/69.^®^

Demographic change from the 1950s, however, increased the incidence o f constituency 

revision, presenting the Coalition with a first opportunity to fashion boundaries in 

1973/74.^®^ Despite supporting a more impartial process in opposition, this opportunity 

was welcomed, especially with the narrowness o f  the Coalition’s election in 1973. Brendan 

Halligan recalled the Labour ambition from day one was to reverse the Boland 

gerrymander and keep Fianna Fail out.^^^ Undertaken by Labour Minister for Local 

Government James Tully in 1973/74, the ‘Tullym ander’ established three-seat 

constituencies in perceived areas o f Coalition strength, and four-seaters in Fianna Fail 

strongholds.^^® The revision led to speculation it would take Fianna Fail years to win re- 

election,^^^ although certain key Coalition figures doubted its capacity for keeping the 

Government in power;^°° if  it went against the Government it meant a ‘massacre’ or 

‘ devastation

Cancellalion of the 1976 Census and Economic Recovery

These varied influences therefore appear to have accounted for the ‘truce’ approach to 

economic recovery outlined in the Green Paper, the outlines o f  which carried over to the 

Coalition’s programme for the 1977 General Election. Electoral motives, however, in turn 

appear to have influenced a decision that undermined the task o f economic recovery from 

the mid-1970s, particularly in the more efficient use o f public expenditure: deferral and 

effective cancellation o f the 1976 Census. Census data was central to the new economic 

environment; Richie Ryan alluded to this in late 1975, when he remarked the First Oil

295
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Shock had ‘forced a painful reappraisal o f  the assum ptions on which we w ere proceeding... 

the idea o f  growth based on unhm ited resources was an illusion’. This did not mean growth 

w as at an end, however; instead it w as to  be ‘based on the best use and organisation o f  the 

resources w'e have, not only m aterials, but also our most im portant asset- peop le’.

This w as im portant with the em ergence o f  crisis in the public finances, and lack o f  a proper 

institutionalised m eans o f examining public expenditure. During the G reen Paper process 

G arret FitzGerald pointed to one o f  the difficulties in controlling public expenditure, in that 

the problem s it caused were not clearly  identified for each departm ent: ‘they had nothing to 

w ork on. It was essential... D epartm ents should know the situation and the extent to which 

their policies were contributing to i t ’.̂ ®̂  Finance in fact sought to address this from the 

early  1970s, in its efforts to introduce program m e and m ulti-annual budgeting, to facilitate 

long-term  looks, cost-benefit analysis, identification o f  priorities, and the phasing out o f  

redundant p ro g ra m m e s .In te r-d e p a r tm e n ta l extension o f  the system  w as central to 

R yan’s public expenditure drive from  1975; Departm ents were to be provided with a senior 

s ta ff capacity to analyse and identify each expenditure program m e, its constituent 

activities, the expenditure, staff and results involved.^®'^

Census data was central to this exercise, and to econom ic planning generally, but 

particularly with unprecedented dem ographic changes from  the early  1970s such as rapid 

population gro\\th  and a reversal o f  population decline; this had m ajor im plications for 

public expenditure, in term s o f  w elfare, infrastructure, and accurate labour-force and job - 

requirem ent pro ecfions.'^^'’ In Septem ber 1975, however, the Coalition, in advance o f  the 

harsh January 1*̂ 76 budget, decided to defer until 1977 the census scheduled for the 

follow ing A pril,officially  to secure savings o f  £1 .5m. This am ounted to effective 

cancellation, ho vever, as in the interests o f  m aintaining statistical consistency the next full 

census was impiactical until 1981.
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Preparation  o f  1976 F.stmates. 22 '“* M ay 1975 '. p .22

NAI DT 2005/151/3)0 , "M em orandum  for the G overnm ent: R eassessm ent o f  M edium  fe rm  E conom ic and Social Policies for the 
period  1974/77, 17"' Dcicm ber 1974” , p.2; N ational Econom ic and Social C ouncil, S la lis lic s fo r  S o c ia l l^olicy. S tationery  GlTice, 
D ublin, 1975, pp.17/18

133



The Coalition’s decision was widely criticised, Lee later writing that ‘rarely can a census 

have been so urgently needed’, pointing to its paltry cost in the context o f  the Coalition’s
^07budget deficit. NESC also expressed concern due to the census’ ‘fundamental 

importance’ for all social and economic planning and research, particularly at a time o f 

rapid demographic change. Planning for the 1980s would have to be based on out-of-date 

1971 census data. These arguments were also posited by Richie Ryan, who brought the 

proposal to Cabinet, although he seemingly only allowed the memorandum to demonstrate 

the ‘daft ideas’ for economies his Department was p r o d u c i n g . I n  the memorandum 

deferral was proposed in view o f the difficult budgetary situation and the need for all 

possible economies. It was pointed out, however, that deferral or suspension would 

represent a serious setback to Finance’s short and medium-term research, especially in the 

context o f a reversal o f population decline, in which case its cost had to be met by 

comparable cuts in other estimates.^

A Finance briefing note also cited the ‘undesirable and unnecessary degree o f  uncertainty 

that would surround decision making’: ‘policy issues may fail to be identified precisely 

or... at all, with consequent misdirection o f  considerable amounts o f Government 

expenditure’.^" Garret FitzGerald, who incidentally also opposed the Tullymander,^'^ 

similarly rejected deferral, explaining the census was the only source o f  essential economic 

and social information for public sector planning, with deferral risking disruption o f the 

continuity o f demographic, economic and social data during a period ‘unique in the
•} I •>

peacetime demographic history o f  the country since the mid-nineteenth century’. He 

described it as a ‘panic measure in the face o f financial difficulties and this could weaken 

the already fragile confidence o f consumers and investors’; temporary savings would be
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outw eighed by ‘lost confidence, a lack o f  adequate statistical inform ation on m atters o f  

crucial im portance to future budgeting and disrupted statistical investigations’. '̂"'

There is no record o f  Labour M inisterial sentim ent on the m atter, although senior party
31^strategists o f  the tim e recalled the cancellation as ‘outrageous’ and ‘incom prehensible’. ' 

Despite the argum ents o f  Ryan and FitzG erald, however, the decision appears to have been 

in the interests o f  m aintaining the Tullym ander. Cosgrave received a briefing that census 

returns, potentially available by late 1977, could constitutionally  invalidate an election run 

on the Tullym ander b o u n d a r ie s .^ R ic h ie  Ryan confirm ed the Tullym ander m otivation, 

describing the decision as ‘silly’, and that the econom ic argum ents he posed had little
317effect. F itzG erald also later wrote that for som e Cabinet m em bers ‘at least part o f  the 

m otivation... was a concern lest publication o f  data should raise the question o f  a further
318constituency rev ision’. This was Fianna Fail’s suspicion; accusing the Coalition o f  

trying to ‘f ire -p ro o f itse lf against the next election, it called for a lim ited head-count 

census, which it in fact undertook follow ing its return to office in 1979.^'*^

Conclusion

The C oalition’s debate on counter-inilationary policy, by centring on the role o f  public 

expenditure, touched on deep-rooted psychological explanations o f  dom estic inflation, 

particularly wage inflation. Tackling this inflation was central to the new, m ore sensitive 

international econom y in which Ireland found itself, and hopes for econom ic recovery. By 

focusing on public expenditure, how ever, both em phases in counter-inflationary policy 

presented their own dilem m as for Irish policy m akers. F inance’s focus on excessive public 

expenditure and inflationary expectations threatened m assive deflation, given the reach o f  

the State by the m id-1970s. The social contract approach m eanw hile, tasked with w inning 

trade union co-operation, had by attem pting to preserve em ploym ent and living standards, 

im posed its own strains due to the crisis in the Exchequer finances and m assive 

indebtedness that accom panied the 1974/75 downturn.
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This imposed severe Hmitations on fiscal policy, while the scale o f the crises that emerged 

required maximum restraint and channelling o f energies towards enhancing 

competitiveness, growth and employment creation. This led to stalemate after 1975, with 

Finance’s emphasis even more on breaking inflationary expectations and the threat o f 

national bankruptcy, and the Labour party regarding a focus on social development a 

prerequisite given the even greater scale o f the challenges to be faced. The policy debate 

ended in a ‘truce’ with the Coalition’s economic Green Paper, also influenced by the 

imminence o f  a General Election, the priority given to Coalition unity and re-election, and 

a factor that could have been said to overshadow economic management throughout the 

period, the severity o f  the Northern Troubles. These non-economic influences, however, 

themselves undermined the task o f economic recovery, with the decision to cancel the 

1976 Census, motivated by the Tullymander; this frustrated efforts at more effective 

economic and particularly financial management, and the more efficient targeting o f public 

expenditure, a necessity in the more straitened economic environment after 1973.
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Chapter 4- The National Coalition, Irish Trade Unionism and Wage Restraint, 1973-77

Co-option o f the trade union movement to wage restraint was an integral part o f the 

Coalition’s efforts to tackle inflation and the economic crisis. With the emergence o f  a 

more sensitive world economy, Richie Ryan explained in 1976 how ‘we are utterly 

dependent on exports for future jobs and growth, we cannot export if we price ourselves 

out o f  our m arkets... our inflation is still much above the EEC average and the main cause 

o f  our inflationary trend is excessive income increases’; in summary, wage restraint was 

‘essential to our economic future’.' With the expansion o f  the public sector during the 

1960s, restraint was also vital to the crisis in the public finances, promising to ease the cost 

o f running the public sector, the need for further inflationary tax increases, while freeing 

and helping generate resources to reduce the Exchequer deficit and facilitate employment 

creation. The Coalition’s efforts, however, were repeatedly frustrated by the character o f 

the trade union movement inherited from the 1960s, as well as the period’s externally 

induced instability, particular inflation. These factors, which encouraged the maintenance 

o f a short-term defensive view amongst trade unionists, were accompanied by a denial o f 

the role o f wages in inflation, and the merits o f restraint in helping tackle the economic 

crises.

National Wage Agreements and the Irish economy 1970-74

The Coalition’s pursuit o f  wage moderation followed wage inflation’s acceleration in the 

early 1970s, itself spurred by heavy imported inflation, under National Wage Agreements; 

this imposed further strains on the Irish economy and its competitiveness. Despite the 

agreements’ benefits in industrial peace, the acceleration o f wage inflation caused disquiet, 

as evidenced in the warning offered in 1972 by the Industrial Development Authority, the 

body entrusted with attracting foreign investment. After the scare o f  1970, the Authority 

argued that by failing to significantly reduce cost inflation, the Agreements failed to 

‘contribute to restoring confidence in Ireland as a location for new industry’. Helping 

produce inflation exceeding that in countries competing with Ireland, they created 

‘difficulties for many firm s’, resulting in otherwise avoidable redundancies. For the IDA 

‘we are all naive if  not dishonest in professing concern for the unemployed, the emigrant, 

and the low paid unskilled worker whilst we continue to secure increases in money income

' D a d  E ireann. 28'*' January 1976. col.622
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which far exceed that which the economy can sustain in real term s’. It concluded failure to 

face the ‘econom ic facts o f life’ had ‘eroded much o f the hard-won gains o f  the 1960s’?

With the expansion o f the public sector workforce from the early 1960s, wage inflation 

under the Agreements also contributed to the strains, and after 1973, the crisis in the public 

finances, with their additional inflationary potential. The application o f inflationary NWA 

settlements both within and without the Public Sector raised the largest single element in 

current expenditure, the public sector pay burden; increased the cost o f goods and services 

bought by the State; and created pressure for comparable increases in social welfare 

payments. They also resulted in pressure for higher employer prices to absorb NWA 

increases, sanctioned by the National Prices Commission, and further inflationary 

pressures through additional borrowing and taxation.^

With pay a constituent o f almost every expenditure programme, this influenced the 

adoption o f a restrictive approach to public sector numbers by Richie Ryan as early as 

1973, as he sought to impose greater public expenditure control.'^ hi 1974 an official 

circular argued public sector pay ‘imposed a major constraint on the allocation o f resources 

to finance other expenditure’, hi reducing or phasing out expenditure on lower priority 

services. Departments were advised to ‘critically appraise services... disproportionately 

expensive in terms o f  staff costs’.̂  A policy o f  outright restriction, and where possible, 

reduction, was in turn adopted with the onset o f the First Oil Shock. With the exception o f 

the security forces,^’ Ryan imposed a public sector recruitment embargo and bans on 

overtime from m id-1974.^

This approach was only reinforced with the fallout from the Oil Shock, with public sector 

pay increasing by 171% between 1972/73 and 1976, from £200ni to £543ni.* As Ryan 

explained o f public sector recruitment in 1977, creation o f  additional civil service posts 

‘must operate to the detriment o f national job creation policy. The resources to pay for

 ̂ Industrial D evelopm ent A uthority , A nnua l R eport 1971/72. 1972. p.9
’ NAI D FIN F22/22 /75 , “ M em orandum  for the G overnm ent (OfTice o f  the M in ister to r l-inance)- Inflation and Public Policy, 19"' M ay 
1975” . pp.6/7
■' NAI D T 2004/21 /665  1974, “ ’’M em orandum  for the inform ation o f  the G overnm en t- N on-capital pay estim ates 1974/75, 2 1 “
N ovem ber 1973''. p .3
'  NAI D T 2005/151 /255 , “ D epartm ent o f  F inance C ircu lar (C l I M urray) 7/74  to  all accoun ting  ol'l'icers, “ Public E xpend itu re  Policy 1976 
to 1979” , p .6
'’ NAI D 'f  2007/1 16/67, “ R ichie R yan, M inister for the Public Service, to each  M in ister, 11"' A pril 1975”
’ NAI D T 2005/7 /476 , “ M em orandum  for the G overnm ent- Estim ates- A ction by the  D epartm ent o f  the Public Service on foot o f  the 
G overnm ent decision  ( S I 9196) o f  21 .lune 1974, 25"' July 1974'', p.2
“ NAI D T 2010/53 /363 , “ M em orandum  for the Inform ation o f  the G overnm ent on Increases in R ates o f  Pay and Harnings in the Public 
Service in R ecent Y ears, 20"‘ ,lanuary 1977", p.2
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each new... post will be diverted from the productive sectors o f  the economy where 

increased employment must be fostered to increase the production o f exports or import 

substitutes on which increased employment depends. Each new... post represents a further 

impediment to the prospects o f  increasing employment and should be agreed only in the 

most exceptional circumstances’.̂

During the Green Paper formulation Ryan took this further, regarding reductions in public

sector numbers as a necessary accompaniment to curtailing public se rv ic e s .C o sg ra v e ’s

letter o f May 1976 stated it was ‘not enough to cut back on non-pay expenditure if  this is

not matched by a corresponding reduction in the pay b ill’. With the recruitment embargo

no more than restricting expansion in numbers, the situation required ‘actual numbers be

reduced if  there is to be any prospect o f achieving our medium term goals. If  we eliminate

or curtail activities, staff savings should follow’."  As with expenditure reductions,

however, Ryan encountered resistance even in operating the embargo. He complained in

1975 o f ‘continuing demands for major additions to s ta ff ; Departments were ‘unwilling to

accept the vital obligation to redeploy existing s ta ff . If demands were met to any

significant extent, ‘the strain on the budget for public service pay which is already
12dangerously high would become intolerable’.

National Agreements, industrial peace and the inflationary psychology 

Despite the strains they imposed on the Irish economy. Governments nevertheless 

subscribed to National Agreements for their guarantee o f industrial peace, important with 

memories o f the Maintenance dispute, strength o f  the differential mind-set, and underlying 

militancy within the movement; throughout the 1970s official briefings for this reason 

were averse to abandoning centralised bargaining. Richie Ryan gave a typical briefing in 

September 1974, doubting heightened unemployment would encourage income 

moderation, and how in a free-for-all it was anticipated employers in key trend-setting 

areas o f the public and private sectors would settle high rather than risk industrial action.'^ 

Abandoning National Agreements was seen as risking considerable industrial disruption, 

accusations Government was reneging on its commitment to support orderly national

*' NAI [)T  2007/116/596. ‘■M emorandum lo r the G overnm ent- ,lob C reation  in the light o f  prov isions m ade in the 1977 B udget. 5"' M ay 
1977” , p.2

NAI D T 2006/133 /528 . ‘R ichie Ryan, M inister for Public Service, to Liam  C osgrave. 18''' ,lune 1976 ', pp .2/3 
"  NAI DT 2006/133/528. “ Liam C osgrave lo each M inister (excep t M inister for F inance and Public Serv ice), 14"' M ay 1976” , pp.4/5 

NAI DT 2005/151/19, “ M em orandum  for the C iovernm ent- Prem ium  H m ploym ent Program m e. 14"' .luly 1975” . p .6 
”  NAI DT 2005/7/258. “ D raft M em orandum  for the (iove rnm en t- G overnm ent S trategy on the next round o f  annual pay increases (the 
16"' round). Septem ber 1974” . p .6
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negotiations, and jeopardising the small progress made towards a voluntary incomes 

policy.''* Agreements, although inflationary, were considered the lesser o f  two evils.

There were the arguments, however, that by subscribing to the inflationary Agreements, 

and underpinning them through public expenditure, Governments reinforced inflationary 

expectations, and pre\ ailing trade union attitudes that denied any systematic relationship 

between wages and emplojm ent levels, especially amongst sheltered sector workers. 

Economist Louden Ryan observed o f National Agreements in 1979 that Government 

exhortations for pay restraint were ‘seasonable and sporadic rather than sustained’. Money 

income increases were determined by unions, shop stewards, and unofficial strikers, who 

denied any systematic links between pay increases and employment levels, and placed 

responsibility for maintaining employment on government. The latter consequently failed 

to develop ‘any widespread acceptance o f the facts... workers can price themselves out o f 

their existing jobs and... the prospect o f new jobs can be priced out o f Ireland’. 

Government guidelines on maximum increases consistent with the national interest were 

followed by acceptance o f much higher figures, which ‘on a few occasions even seem to 

have been welcom ed’. ''’

In a competitive, member centred movement, employers group the Confederation o f Irish 

Industry (CIl) similarly argued trade union leaders suffered a gradual weakening o f 

leadership, with any claim for higher money wages settled, and the price paid in higher 

levels o f inflation. Leaders could ‘never argue convincingly in union meetings that 

excessive claims will lead to clearly identifiable and painful consequences’, while 

militancy appeared to pay; ‘In the short term it can be paid because society seeks to 

postpone the consequences and can do so for a time... the consequences will follow and are 

already becoming evident in accelerating inflation and rising unem ploym ent’. Leadership 

in trade unionism, it argued, could not be restored ‘unless the consequences o f ill-judged 

actions can be clearly seen’.'^

Ibid, p.7
R yan, Louden, "W hy N ational W age A greem ents arc no  longer desirab le '. The Irish  Times. January  15"' 1979 

NA! DT 2005/151/229, "A  S trategy  for T ack ling  Intlation- Subm ission to the G overnm ent by the C onfederation  o f  Irish Industry  
ba,sed on a paper prepared at the request o f  the President o f  the C onfederation", p 2
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The central/local tension and the crisis for centralised bargaining

While National Agreements were responsible for imposing strains on the Irish economy

during the early 1970s, the agreements themselves were subject to strain, which

contributed to a continual bidding up of settlements in order to contain a growing

central/local tension in the member-centred movement. The excessive costs o f  National

Agreements were o f course a compromise between ICTU ’s solidarity approach and union

individualism. ICTU leaders made the case for centralised agreements in the early 1970s,

claiming the highest continuous rise in wages since 1963;'^ their facilitation o f  trade union

social and economic objectives; their basis in worker solidarity rather than inter-worker

competition; and their provision o f guaranteed wage increases, and protection against

inflation. Before NW As, the ‘only thing expanding more rapidly than inflation and prices,

and the problems o f  the poor and... lowly paid, was (sic) the long speeches o f  complaint 
18we were making’.

Individual union identity remained strong under the Agreements, however, with a view 

persisting o f centralised bargaining as ‘ad hoc... essentially tem porary’; each o f the seven 

agreements during the 1970s was negotiated with a substantial degree o f uncertainty’.'^

The increased role o f Congress, at the expense o f  individual unions, meant the agreements
20were a constant subject o f  debate at ICTU conferences in the early 1970s. Criticisms 

included their failed moderation o f unemployment, inflation and poverty, ideological 

objections, and the free rein given to non-wage incomes. Ultimately, however, they were 

faulted for undermining free collective bargaining, causing unions to lose contact with 

their members, and significantly, denying freedom o f claims to individual unions, 

especially those who felt their specialist skills were ignored through the narrowing o f 

customary inter-occupation, grade and skill differentials; this was through the higher 

minimum increases granted to the lower-paid and percentage increases tapering o ff at 

higher pay levels.^'

”  Irish C ongress o f  Trade U nions, Sixteenth  A n n u a l R eport- 1974 D ublin, p .228 
Irish C ongress o f  Trade U nions, F ourteenth A nnua l R eport- 1972 G alway, pp .363/4
M cCarthy, C harles, The D evelopm ent o f  Irish T rade U nions, in Trade U nions a n d  C hange in Irish Society, ed ited  by D onal N evin. 

M crcier Press, D ublin, 1980, p .37

C ody, Seam us, .lohn O ' D ow d, and Peter R igney, 7'lie P arliam en t o f  Labour- 100 Years o f  the D ublin  C ouncil o f  Trade Unions. The 
Dublin C ouncil o fT ra d e  U nions, 1986, p.228 

Sec Irish C ongress o f  'Trade U nions, F ifteenth A n n u a l R eport- /  973 Killarney. pp 426-53; Irish C ongress o f  Trade U nions, Sixteenth  
A n n u a l Report- 1974 Dublin, pp.456-85; and I.ittlc chance  o f  h igher rates in any a lternative w age ag reem en t'. The Irish Times, .luly 6"' 
1972

141



The A S TM S ’ Noel Harris summarised these arguments against centralised bargaining in 

1973: ‘ the whole reason for the existence o f  trade unions would be eroded. Workers would 

ask why should they join unions and pay subscriptions i f  the unions had no proper part in 

negotiations?’ ^̂  fhese criticisms were reflected in a substantial m inority o f  unions 

opposing centralised bargaining on principle, particularly higher-paid British-based and 

craft unions, generally a third o f Congress delegates.^^ This tension, and the need to keep 

dissenting unions onside. contributed to the bidding up o f standard increases granted under 

the Agreements. This caused further problems, however, by absorbing capacity to pay and 

affording less for local bargaining, which was at the heart o f this tension i.e. local pay 

differences, special conditions o f employment, special incentive/productivity schemes.^'*

The Agreements were in general anxious to lim it local or special increases, because o f  the 

danger excessive wage drift might threaten an agreement’ s legitimacy by sparking
■y c

differential claims. ' NW'As therefore provided explicit lim its w ith in  which local 

negotiations could be conducted .T h is , however, caused local unrest and frustration, w ith 

a m ultip lic ity  o f  dissatisfactions o f industrial groups going unaddressed. This in turn 

generated local claims and action frequently unofficial in origin, and, as the C ll claimed, 

d ifficu lt to combat ‘ since at that level those involved are genuinely convinced o f the justice 

o f their cla im ’ . This intensified the demand for still higher national settlements, and even
27less for local claims.

Combined w ith the high expectations created by the inflationary psychology and a focus 

on differentials, McCarthy observed these tensions w ith in the National Agreement system 

as ‘adding to the virtually autonomous, steamkettle pressure which built up w ith in the

system w h ich ... must lead to demands for higher and higher increases for shorter and
28shorter periods’ . W ith their cost implications, contemporary commentary noted how each 

successive agreement was more d ifficu lt to negotiate, w ith high pay expectations, 

influenced by accelerating inflation, therefore viewed as necessary to maintain liv ing

22 jQ enter National Pay Pact Talks', The Irish  Times. September 28"' 1973 

Nolan, Patrick, "A year when certain employment sectors became particularly vulnerable’ . The Irish  Times. December ."51*' 1974; 
Fagan, Kieran, I ’rom the Shop-floor- National Wage Agreements- why not an alternative?'. The Irish  Times. May 8''' 1975  

Organisation for [xonom ic  Co-operation and Development, Wage Policies and Collective Bargain ing Developments in Finland, 
Ire land and Morway. O IX 'D , Paris, 1979, p.56  

McCarthy, Charles, ' The Future o f  National Pay Agreements', Administration. Vol 22 , No. I (Spring 1974), p.68  
“  McCarthy, Charles, 'A  Review o f  the Objectives o f  the National Pay Agreements 1 9 7 0 -1 9 7 7 ’ , Administration, V ol.2 5 , No. I (Spring 
1977), p. 126
”  N A I D 'f 2 0 0 5 /1 5 1 /2 2 9 , “ A  Strategy fo r Tackling In lla tion- Submission to the Ciovcrnment by the Confederation o f Irish Industry 
based on a paper prepared at the request o f  the President o f  the Confederation” , p.3; also see McCarthy, Charles, "A Review o f  the 
Objectives o f  the National Pay Agreements 1 9 7 0 -1 9 7 7 ', .-idminislration. V ol.2 5 , No. I (Spring 1 9 7 7 ), p. 132 

McCarthy, Charle.s, 'The Future o f  National Pay Agreements', Administration, V o l.22 , N o.l (Spring 1974), p.65
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standards, let alone improve them.^^ Employers eager to avoid inflationary settlements 

experienced problems meeting pay expectations.^*^

rhe duration o f agreements also narrowed with the acceleration o f inflation. The 15 month 

1972 and 1974 agreements were initially rejected by ICTU unions, due to economic 

uncertainty and a desire not to commit so far in advance in a period o f high inflation.^' The 

1974 Agreement, ahead o f  which greater flexibility to cover local claims was sought, 

meanwhile covered only one year.^^ This agreement was decisively rejected at first (295 to 

103), even by the large general unions, the ITGWU and WUI, supporters o f centralised 

bargaining, on grounds o f  inadequate pay provision and income tax allowances.^''

Improved terms, however, aided by Government intervention, instigated by the emerging
3 ̂unsettled international climate, were accepted two months later (283 to 129). '

Overall, McCarthy viewed the course o f National Agreements in the early 1970s as 

unsustainable, and centralised bargaining as approaching a crisis. In 1974 he highlighted 

how its unrelieved tensions intensified the demand for higher increases when agreements 

fell to be renewed,^^ part o f  an intractable development where each settlement was higher 

than the last, shorter in duration, while prices and expectations rose; ‘there is a sense o f 

acceleration or surging upwards, which gives all our discussions a certain urgency... 

National agreements, despite the enormous contribution they have made, nonetheless 

present us with their own particular problems... In less than a year the present National 

Agreement will have run out and what then, in the interests o f industrial peace and 

industrial equity should we do?’ ’̂

”  N olan. Patrick. 'A  year w hen certain  em ploym ent secto rs becam e particu larly  v u ln e rab le '. The Irish  Times. D ecem ber 31" 1974 
'W age pact talks m ay begin  today’. The Irish  Times. Sep tem ber 28'*' 1973; Pay pact talks to begin  next w e ek '. The Irish Times. 

Septem ber 29"' 1973
”  'S m all chance  o f  pay pact accep tance’. The Irish Times, .lune 24"' 1972
”  'W age pact talks m ay begin  today’. The Irish Times. Sep tem ber 28"' 1973; ‘Pay pact talks to beg in  next w e ek ’. The Irish Times.
Septem ber 29"' 1973
”  M cC arthy, C harles, fhe  I’litiire o f  N ational Pay A g reem en ts’. Aclminislralion. V ol.22, N o I (S p ring  1974). p .66; "Proposals for
Em ployer- Trade U nion N ational A greem ent, 1974’, repub lished  in The Irish  Times. D ecem ber 17"' 1973
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ag reem en t’. The Irish Times, .lanuary 30"' 1974 

Irish C ongress o f  Trade U nions. Sixteenth  A n nua l R eport- 1974 Dublin, p .279 (R eport o f  Special D elegate  C onference held on 
Thursday 7 M arch 1974 at 2 .30pm  in L iberty  I lall. D ublin  I )
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Trade Unionism and the First O il Shock

This crisis for centralised bargaining was averted by the intervention o f the First Oil 

Shock. As M cCarthy explained, up to 1974 the ‘noose tightened, and it is generally 

believed... had a recession not changed the whole economic scene, greatly reducing
T O

expectations the agreements would probably have become unmanageable after 1974’.

The onset o f  the Oil Shock therefore lowered expectations within trade unionism, and the 

underlying sectionalism that imposed strains on National Agreements. Meanwhile, as far 

as Government was concerned, the Shock also made the Agreements unsustainable. Richie 

Ryan warned o f  serious damage to the economy, accelerating inflation, an unsustainable 

balance o f payments deficit,^^ and with the curbing o f inflation in competitor economies, 

the threat o f  domestic and export market job losses and diminishing attractiveness to 

foreign investors."^^ Irish employers also stressed past expectations about the ability o f 

business to bear further cost increases had to be modified.""

While the impact o f  the Oil Shock lowered expectations, however, the increased instability 

it generated, particularly by way o f  imported inflation, represented a major obstacle to 

Government efforts at securing the wage restraint it deemed vital. I'rade unionism 

consistently rejected the role o f wages in inflation throughout the 1960s and 1970s. as well 

as doubting the merits o f  wage restraint in helping counter an economic downturn. As a 

member-centred movement, this outlook can be seen as a reflection o f the views held by a 

predominantly sheltered sector membership, anxious to preserve living standards at a time 

o f high inflation. Acknowledgement o f some role for wages in inflation appears, however, 

to have existed amongst more Larkinite elements o f ICTU. The arguments posited in the 

1960s Prices and Incomes debate, as well as those pertaining to real over nominal wage 

increases, suggested a role, albeit qualified, for wage restraint in fighting inflation.

A 1972 ICTU policy document, likely authored by Congress assistant general secretary 

Donal Nevin, for instance pointed to how resolution o f inflation was necessary ‘unless it 

wished to see a continuation o f  a situation where the men o f property gain all along the

M cC arthy, C harles, ’A R eview  o f  the O bjectives o f  the N ational Pay A greem ents 1970-1977 ', A dm inislra tion . V ol.25, N o.I (S pring  
1977), p. 126

NAI n  r  2005 /7 /258 , "O raft M em orandum  for the G overnm ent- ( io v e rn m en t S trategy  on the nex t round o f  annual pay increases (the 
16"' round), Sep tem ber 1974” , p .2 

Ibid, p.3
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line, with pensioners at the bottom o f the pile and large numbers o f  jobs threatened’.''  ̂ It 

highlighted the dangers o f  inflation and loss o f com petitiveness on home and export 

markets for employment, and an inflationary psychology for currency stability. Unions 

could not ‘escape from the dilemma posed by the vicious spiral o f

prices/incomes/prices/incomes escalating in turn’."*̂  Importantly, it argued the gap between 

income and GNP increases was not the sole cause o f  rising prices, but was 

‘unquestionably... a major and persistent cause’. It contended some wage or salary groups 

could get ahead o f the spiral, but not all groups all the time, and that unions had to show 

‘responsibility to pursue policies that will not accentuate inflationary pressures’ (or conceal 

from members the possible consequences). The serious responsibility o f employers and 

Government to pursue policies that minimised price increases was also highlighted.'^''

In keeping with the Larkinite outlook, controlling inflation, partly through wage 

moderation, was viewed as integral to furthering economic expansion and growth, and 

reducing unemployment, against a background o f tariff reduction, free trade, and the threat 

o f redundancies in several industrial sectors. ICTU maintained that unions sought 

improved living standards for members through a redistribution o f existing income, and 

particularly, sustained growth in national production; it looked to industrial growlh for any 

significant increase in employment: ‘Every opportunity... to promote new industry and 

extend existing enterprises must be availed o f  This view, advanced in support o f 

National Agreements as a step towards the development o f planned real income increases, 

therefore suggested some role for wages in tackling inflation.

Such thinking, however, contrasted with the view advanced publicly by ICTU throughout 

the mid-1970s, which McCarthy identified as the ‘substantial’ view within trade unionism, 

presumably influenced by the period’s high inflation and consequent focus on more 

immediate worker interests: full protection o f  workers from rising prices, with no 

obligation to contribute to their control.''^ This view rejected any role for wages in 

inflation, deeming its control a Government responsibility, and seeing wage moderation as

NAI ICTU R ecords, Box 43 Ix o n o m ic , Social D evelopm ent (4005A ), "‘Irish C ongress o f  T rade  U nions- I-'oiirteenlh Annual Delegate 
C onference July 1972- D iscussion  D ocum ent on Ix o n o m ic  and Social D evelopm ent", p .8 

'C ase  for farm ers pay ing  incom e tax and exem ption  o f  food from  V alue A dded Tax outlined  in ICTU eco n o m ic  developm ent repo rt'. 
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economically unsound by suppressing worker purchasing power.'^^ This approach, which 

saw inflation as originating amongst Government, employers, or import prices, was 

reflected in the cost-of-living clauses o f National Agreements in the early 1970s. Common 

in European incomes policies, such provisions were tasked with moderating wage demands
48by countering ‘expectational inflation’, or advance compensation for future price trends. 

Finance opposed such clauses in the late 1960s, however, as compounding inflation;'*'^ 

indexation was also traditionally criticised as fuelling the inflationary psychology, making 

workers indifferent to inflation.'^® Flat-rate cost-of-living provisions were nevertheless 

included in the 1970 and 1972 agreements.*''

With accelerating inflation, this provision was expanded to give more comprehensive 

protection against inflation in the form o f the 1974 Agreement’s ‘escalator clause’; ICTU 

unions had campaigned in advance o f the agreement for more effective protection o f wages 

against inflation." This was the clause originally proposed by Ruaidhri Roberts during the 

1960s Prices and Incomes Policy debate which, viewing Government and employers as 

inflation’s major contributors, aimed to make wages a neutral element in the economy. In 

1974 it granted an additional 1% increase for each percentage increase in inflation above 

10% in November 1974.^^ Roberts declared 1974 the ‘first time... any National Agreement 

has given so firm a guarantee to all workers... they will be fully compensated irrespective 

o f what happens in the field o f prices’.̂ '* ICTU maintained the clause would reduce rather 

than compound inflation ‘in the absence o f non-wage inflationary inputs’. I t  described 

the clause as a major argument for centralised agreements: without it there was ‘no 

material bar to what the Government may do in relation to increasing V A T’.^̂
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Organisation for Economic Co-operation and Development. Towards Full Employmeni and Price Stahilily- Summary o f  a report to 

the OECD by a group o f  independent experts. OHCD. Paris, 1977, p 16; O ' Donoghue. Martin. “ Public Policy Making- The Uneasy 
Case o f  Political Economy”, in Hill, Ronald J, and Michael Marsh (eds). Modern Irish Democracy- Essays in Honour o f  Basil Chubb. 
Irish Academic Press, Dublin, 1993, p 129; NAI DFIN 2003/20/34 Government Guidelines on Pay Increases for Price Control Purposes, 
“Employer-Labour Conference, Revised Proposals fo r  a National Agreement. 1972. July 1972"

Irish Congress o f  Trade Unions, Twelfth Annual Report- 1970 Cork. p. 114
NAI DFA 2008/113/83 Wage Indexation, “Commission joins debate on wage indexation”
Employer-Labour Conference, Report to the Employer-Labour Conference on the National Agreements o f  1970. 1972. 1974 and 1975,

p.6
'Cam paign against fhird Wage Pact', The Irish Times. September 5"' 1973
Eniployer-I.abour Conference, Report to the Employer-Labour Conference on the National Agreements o f  1970. 1972. 1974 and  1975. 

p.6; Proposals for F-mploycr-'frade Union National Agreement, 1974", republished in The Irish Times. December 17"' 1973 
Irish Congress o f Trade Unions, Sixteenth Annual Report- 1974 Dublin, p.2.*'I 
Irish Congress o f Trade Unions, Seventeenth Annual Report 1975 Cork. p.229 
Irish Congress o f Trade Unions, Sixteenth Annual Report- 1974 Dublin. p.26,‘i
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Worker living standards and the economic crisis

In keeping with the consumptionist view o f the 1960s, however, full protection o f  worker 

purchasing power was reconcilable with a central element in trade union economic 

thinking, especially in an economic downturn: rejection o f deflation. A constant theme 

throughout the inter-oil shock period, and a likely legacy o f the deflation o f the 1950s, the 

idea o f increased demand in the economy was seen by trade unionists as an answer to 

preventing, if  not tackling, unemployment. Officials observed in 1974 how union members 

attributed rising unemployment to factors other than excessive wage inflation, such as 

slackness in home demand, import competition or building finance. This led to calls for a 

boost to internal demand, particularly through wage increases and even import controls;' 

hence the remark o f ICTU leader Andy Barr that the fight for improved wages was a ‘vital 

and indispensable feature o f  our struggle for full em ploym ent’.̂ *

The trade union insistence on full protection o f living standards could therefore be seen as 

a combination o f economic philosophy, and immediate worker interest during a period o f 

severe price instability. The latter was hinted at throughout the mid-1970s, with 

suggestions o f sympathy, besides that found in the 1972 ICTU document, for the merits o f 

wage moderation among trade union leaders. ICTU’s President in 1976, Brendan Harkin, 

provided the most explicit suggestion o f this, pointing to trade unionism ’s under-financing 

and under-manning, its perceived function o f ‘getting out o f the capitalist system as much 

as possible’, and the ‘difficulty involved in conveying to the rank and file the seriousness 

o f the economic situation’, which necessitated abandonment o f  a traditional partisan 

approach. Harkin explained that the problem for union negotiators was they were ‘not in 

the business to accept a cut in living standards for their members’, which their rank-and- 

file would not tolerate, while admitting union leaders did ‘not have the plight o f the 

unemployed very much at heart... members, when unemployed, do not tend to take a very 

active part in the unions’ business’.'*’̂

”  NAI DT 2005/7/261, “Wally Kirwan to Dermot Nally, "The Role o f the Government in relation to the next round o f general pay 
negotiations (the 16"' Round)”, 30"' December 1974", p.2; for ICTU calls for import controls to fight unemployment see Irish Congress 
of Trade Unions, Eighleenlh Anniiul Report- 1976 Galway, p.539; Irish Congress o f  Trade Unions, Seventeenth Annual Report 1975 
Cork. p. 196, p.424 and p.583
'* Irish Congress o f Trade Unions, Seventeenth Annual Report 1975 Cork. p.239
”  NAI 1)T 2006/133/467, "Hrendan Harkin" (notes on address to IMI symposium, December 1976, entitled "Towards a Social Contract 
and New National Agreement- Problems and Predictions"), pp. 1/2
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A National Partnership and the 1975 NWA

Protection o f  worker living standards against rising prices were therefore a central element 

o f  the trade union position once the oil shock hit in 1974, In position papers o f  the time, 

and with wages viewed as having little role in price rises, ICTU attributed heightened 

inflation to ‘conflict inflation’ internationally, which would subside with time; union 

acquiescence in controlling incomes for counter-inflationary purposes would therefore 

‘represent a real acquiescence and an unjustifiable and unnecessary fall in the living 

standards o f  its w orkers.,. whatever policies are adopted in relation to wage claims they 

should be such as to ensure no withdrawal from the position,., o f total compensation by 

wage adjustments for increases in living costs’.*’*̂

In seeking to co-opt trade unionism to its National Partnership approach in late 1974, the 

National Coalition recognised this reality within the trade union movement, advocating 

protection o f worker living standards in any successor to the 1974 National Agreement, It 

stressed the prospect o f stagnant living standards for some time to come, and how 

competition between groups and individuals for scarce resources would at best produce 

‘serious inequities as the weaker fall behind, and find their living standards depressed as 

compared with those... in a better position to use pressure’. Competition for bigger shares 

o f the national cake might at worst ‘lead to disaster for all’.^' In succession to the 1974 

Agreement, and in the interests o f removing worker anxieties, the Coalition therefore 

proposed an indexation or standstill agreement, and consultations with both sides of 

industry to pursue moderation in non-wage incomes, if  necessary by legislation.^^

Acknowledging its danger in the new more sensitive world economy, the Coalition deemed 

indexation acceptable only as a means o f preventing even higher inflation which would 

imperil employment and living standards. With higher unemployment and short-time 

working, lowered expectations saw ICTU negotiations authorised by a 253 to 74 majority, 

evidence o f  lesser opposition to centralised bargaining, and a standstill agreement for 1975 

agreed in the Em ployer-Labour Conference, ratified by ICTU in April o f that year (281 to

NAI ICTL) Records Box 48 l-oldcr 4120 Memos iVoni Unions re Trade Union Priorities Conference 1974, “National Agreements and 
Inflation” , p.3

A Xalional Partnership- Laid by the Government before each House o f  the O ireachtas November 1974. The Stationery' Ot'fice, Dublin, 
1974

“  Ibid, p.4l
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117).^^ The one-year Agreement contained an 8% first phase increase, 3 further quarterly 

phases o f 4-5%, and an escalator clause for each 1% increase above 23%, to a limit o f 

3%.*’'* Employers accepted the agreement with grave reservations, given its likely impact 

on inflation and competitiveness.^'^

The 1975 H yper-inflationary crisis

Fable 1 - Indices o f wage costs per unit o f output in manufacturing industry in selected 
countries, 1971-1977 (basei 1970—100) (source: Mooney, Peter ,l, incomes Policy', in Dowling, BR, and Joe
Durkan (editors), Irish Economic Policy: A Review o f  Major Issues. Ixonom ic Social Research Institute, Dublin. 1978, p.241________

Year US West
Germany

France Italy UK Ireland

1971 101 107 106 110 109 111
1972 103 109 109 111 114 123
1973 107 114 117 126 122 136
1974 113 123 135 156 149 157
1975 121 127 163 199 196 199
1976 124 126 169 208 221 212
1977 132 133 185 258 244 240

fable 2- Indices o f unit wage costs in manufacturing industries in Ireland and selected 
trading partners (1970=100), adiusted for exchange rate changes. 1971-77 (source: Mooney.
Peter J, Incomes Policy', in Dowling, BR, and Joe Durkan (editors), Irish Economic Policy: A Review o f  Major Issues. Ficonomic Social 
Research Institute Dublin, 1978, p.242)________________ __________________ __________________ __________________ _________________

Year US West
Germany

France Italy UK Ireland

1971 101 112 108 111 111 113
1972 103 125 120 119 121 128
1973 107 155 145 136 125 139
1974 113 172 155 153 145 153
1975 121 189 211 194 181 184
1976 124 183 196 161 166 160
1977 132 210 208 188 177 174

The emergence o f  the hyper-inflationary crisis in 1975, however, influenced by the 

1973/74 oil price hikes and sterling depreciation on international markets, underlined the 

problematic nature o f the majority trade union view on inflation, irrespective o f its source, 

and the insistence on full protection o f living standards through high nominal wage 

increases. The contraction in the world and Irish economies was accompanied by a rise in

Irish Congress o l'T rade Unions, Eighteenth Annual Report- Galway 1976. p 150; McCarthy, Charles, A Review o f the Objectives o f 
the National Pay Agreements \9 1 0 -\9 7 T . Administration. V ol.25 .N o.l (Spring 1977), p ,123 

Hmployer-Labour Conference, Report to the Employer-Labour Conference on the National Agreements o f  1970. 1972. 1974 and  1975. 
pp.5lb

'[;mployers ratify 1975 pay pact- with reservations; 'M assive cfTort' needed on both sides'. The Irish Times. April 23"^ 1975
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im ported inflation, wiiich represented 12.7% o f  1974’s total 17% CPI rise.^^ This in turn 

triggered the 1974 Agreem ent’s ‘escalator clause’, which by granting an additional 10% to 

those covered by the agreement, sent inflation spiralling towards an annualised 24®/o for 

1975. Em ployee incom es again becam e the m ajor m otor o f inflation, contributing 8.4% to 

this potential rise, compared with 4.7%  for imported in f l a t io n .A s  can be seen from Table 

1, this caused a further deterioration in Irish com petitiveness against other econom ies, bar 

B ritain and Italy, both in the throes o f acute econom ic crisis, as m easured by unit wage 

costs; Irish com petitiveness was only sheltered by the effects o f  Sterling depreciation, itse lf 

a m ajor source o f  imported inflation (Table 2).

This w ages spiral further contributed to the severity o f  the econom ic crises that em erged in

1975, particularly  the rise in unem ploym ent. Many private sector w orkers either becam e 

unem ployed or accepted reduced 1975 NW A increases in the w ake o f  the price rises, 

som etim es w ith local union co-operation, or em ployers successfully availing o f  the 

inability-to-pay clause in National A g re e m e n ts .In tro d u c e d  in 1972, this covered 

m aintenance o f  a firm ’s viability, with a plea requiring independent assessm ent by the 

Labour Court o f  a com pany’s financial position. On em ployer insistence, this was 

expanded in 1975 to include dam age to export market com petitiveness or contraction in 

em ploym ent, giving em ployers m ore comprehensive p ro te c t io n .IC T U  initially claim ed 

up to 100,000 private sector w orkers failed to receive their full standard increases in 1975, 

later dow nplaying this figure.™

C om bined w ith a renew ed scare in foreign investor circles, the im plications o f  this spiral 

w ere sum m arised for G overnm ent by leading Irish businessm an Don Carroll in 1976:

‘m any com panies were insolvent, others were retrenching, and m any were shrinking their 

pay rolls by laying o ff  people. The ultimate consequences o f  this w ould be that the only
7 ]large em ployer in the country w ould be the G overnm ent’. W ith the scale o f  the crises that 

em erged in 1975, the C oalition sought for the rem ainder o f  its term  to co-opt trade

NAI DT 2006/133/317, “N ote on causes, consequences and possibilities o f  reducing  in lla tion  in 1975 and 1976“
"  Ibid
“  'L m ployer-L abour C onference: R evised  P roposals for Second National A greem ent, 1972’, pub lished  in The Irish  Times. July 18"'
1972 (C lause  17); 'A b o u t 100,000 not receiv ing  pay deal rises'. The Irish Times. O ctober 21" 1975 

1-m ployer-Labour C onference, R eport to the Em ployer-I.ahour Conference on  the N a tiona l A greem en ts  o f  1970. 1972. 1974 a n d  1975,
1976, pp. 12/13; O E C D  E conom ic S urveys- Ire land- November 1975. p. 17; M cC arthy , C harles, "A R eview  o f  the O bjectives o f  the 
N ational Pay A greem ents 1970-1977’, Admini.stralion. V ol.25. N o.l (Spring 1977), p .129
™ NAI DT 2005/151/230, “F.ffect on  em ploym ent and social welfare” , p. I; Irish C ongress o f  T rade  U nions, E ighteenth  A n nua l Report- 
G alw ay 1976. p.262

N AI DT 2007/116/235, "A N ew  Industrial Policy, 15"' O ctcbcr 197ft " (m inutes o f  m eeting  betw een Don C arroll o f  C arro lls  L im ited 
and the Hank o f  Ireland, and l.iam  C osgrave) pp  1/2
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unionism onto a path o f wage restraint to help tackle the economic and particularly 

unemployment crises. It encountered severe difficulties in these efforts, however, with the 

external instability o f the period reinforcing a worker focus on short term interests, such as 

the preservation o f living standards; this was reflected in the consistent ICTU line 

throughout the 1970s that rejected reduction in worker living standards, any culpability for 

wages in causing inflation, and the merits o f wage restraint as a means o f advancing 

economic recovery.

Counter-inflationary supplementary Budget, June 1975

These difficulties were clear as the Coalition sought to tackle the immediate inflationary 

crisis in 1975. The Coalition introduced a supplementary budget package in June, largely
72recommended by the NESC Report on Inflation, which used public expenditure to 

stabilise and reduce inflation, and stimulate employment. The package introduced 

consumer subsidies for public transport, food and town gas, while removing VAT from 

certain items, to moderate inflation and stimulate labour intensive industries; it also 

contained a Premium Employment Programme i.e. a labour subsidy, to subsidise employer 

recruitment from the live register, and labour intensive capital expenditure measures. The 

package, which aimed to moderate the Consumer Price Index by 4% in the later part o f 

1975, was financed by a 10% income tax surcharge on all rates above 26% (35%-70%), 

extension o f PAYE to the public sector, an increased budget deficit, and savings on 

unemployment benefits. Importantly, this package was to be traded for a revision o f the 

1975 NWA, specifically its 3'̂ ‘̂ and 4'*̂  phases- both 4% with a maximum 5%, depending on 

inflation- to limited indexation, with contingency legislation covering pay and non-pay 

incomes prepared if revision was not forthcoming.^'^

The Coalition package was meanwhile supplemented by a measure that pointed to the 

strains the wages-inflationary spiral had imposed on the public finances, through the public 

sector pay bill. As a gesture to the seriousness o f the crisis, the need for sacrifice, and in 

the interests o f social equity and containing public expenditure, Richie Ryan announced 

the Government’s intention to restrict special or ‘serious inequities’ claims in the public 

service, initially pending revision o f the National Agreement; the 1975 Agreement

N ational Ix o n o n iic  and Social C ouncil, R eport on Inflation. S tationery  OITice, Dublin, 1975,
nail Eireann. vol.282. no.9. cols. 1940-1976 (26"' ,lune 1975)
See NAI D.IUS 2006/140/244, "D raft- M em orandum  for the C iovernm ent- Draft schem e o f  a bill to  tem pora rily  lim it increases In 

prices and earned and uneam ed incom e, .luly 1975"
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permitted removal o f genuine anomalies in pay between different groups whose pay was 

previously related i.e. comparability, up to 1.5%.^*' Public service unions traditionally 

distinguished cost-of-living/productivity claims from special, grade, or status claims, 

peculiar to a grade and free to be additionally n eg o tia ted .S p ec ia l adviser to the M inister 

for Labour Michael O ’Leary, Niall Greene, recalled such special increases as ‘epidem ic’, 

union representatives rooting around for c l a i m s . I ’here also existed in the public sector a 

multiplicity o f public service pay tribunals, with different criteria in applying 

comparabilities, and comparability between different parts o f the sector, with such claims 

risking relativity movements, an increased public service pay bill, and in some instances a
78bidding up o f private sector settlements.

In the context o f  the crisis o f 1975, however, public service employees, as part o f the

sheltered sector, secured the full standard increases under that year’s National Agreement

(31%),^^ with the emerging public/private sector inequity in turn causing concern to the

C o a litio n .C o a litio n  representatives accordingly supported establishing a relationship

between security o f employment and sacrifice in tackling the economic crisis. Liam

Cosgrave deemed it ‘wrong and... totally unacceptable to the community to divert large

sums towards income increases for those already employed in the public services when

these sums, if  expended in other directions, would lead to the re-employment o f persons
81unfortunate enough at present to be unem ployed’. Richie Ryan feared special increases 

would ‘heighten tensions and cause serious inequity... when workers generally are being 

asked to accept restraint’.*̂  Public sector workers ‘were not exposed to the same perils ...

McGinley, Michael, 'Pay Negotiation in the Public Service', Adminislralion. Vol.24, No. I (Spring 1976), p.90; Employer-Labour 
Conference. Report to the Employer-Labour Conference on the National Agreements o f  1970. 1972. 1974 and 1975, p.6 
The G overnm ent's options had been considered in NAI DT 2006/133/317 Cabinet Hconomie Sub-Committee, 'N ote for Cabinet 
Committee on the Economy Regarding Anomaly Pay Claim s in 1975 and 1976, 23'“* April 1975 (Department o f  the Public Service)' 

McCarthy, Charles, 'A  Review o f the Objectives o f  the National Pay Agreements 1970-1977', Administration. Vol.25, N o.l (Spring 
1977), p .127 

Greene interview
McCarthy, Charles, Elements in a Theory o f  Industrial Relations. Irish Academic Challenge, Dublin, 1984, p.49 

McCarthy, Charles, ' The Future o f  National Pay Agreem ents', idmintstration. Vol.22, No. I (Spring 1974), p.62: Third Programme- 
Economic and Social Development. 1969-72, Stationery Office. Dublin. 1969, p 150; McCarthy, Charles, Industrial Relations: Some 
Strategies for Change', Administration, Vol. 27, No.3 (Autumn 1979), p .3l2; McCarthy, Charles, 'A  Review o f the Objectives o f  the 
National Pay Agreements 1970-1977', Administration, Vol 25, No. 1 (Spring 1977), p. 128; ‘7% pay policy may be abandoned'. The Irish 
Times, April 6"' 1970
”  “The Economic Situation- Talk given by Dr MG Casey, fvlanager. Economic AfTairs, Economic Affairs, Department, Central Bank o f  
Ireland, to IPA Conference for Country and City Managers andCounty and City Elngineers, Galway, 1 December 1976”, in Central 
Bank o f  Ireland Quarterly Bulletin-G eim hreadh 1976, p.7(J 

NAI IC'fU Records, Box 42 Folder 4000 Working Party and Amendment o f  Employer-Trade Union National Agreement 1975, 
■‘Statement by the Department o f the Public Service on the general treatment o f  claims for increases other than those provided for in 
Clause 3 o f  the 1975 National Agreement” , p.3
“' NAI  DT 2005/151/231. “Meeting between Ministers and delegation from Irish Congress o f  Trade Unions, 27"' November 1975- 
Opening Statement by the Taoisieach, M r Liam Cosgrave, 11)". p 2
“  NAI DT 2005/151/19, "Extract from Financial Statement ofM inister for Finance 26/6/1975- Special Pay increases’'
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as those in the private sector’, while extra taxation ‘could only add to our economic
Q-2

difficulties by fuelling inflation and depressing consumer dem and’.

Labour supported the restrictions as a means o f  permitting expenditure on social services 

to be maintained,*'^ while private employers also supported the stance, fearful public sector 

increases could generate private sector relativity c l a i m s . T h e  ICTU response, however, 

underlined the strength o f  Congress’s public sector influence, and union aversion, not

limited to public sector unions, to government interference and regulation o f collective
86bargaining. ICTU supported the right o f unions to serve claims for which they were 

mandated,*^ contending Government as an employer had a special responsibility to 

examine and discuss claims relating to special problems concerning pay and conditions o f 

employment.** Significantly, Congress stressed they had gone into the agreement, and had 

to stand over it, advising Government deal with individual public sector unions; Ruaidhri 

Roberts argued they did ‘not want to get sunk by a procedure... they had put their name

I'he ITGW U’s Fintan Kennedy explained that Government, by unilaterally suspending part 

o f the agreement, ‘had not proceeded in the proper way o f doing what has been done, 

leading to suspicion right down to the rank and file members o f  the trade unions... if  the 

Government could breach the agreement once, they could do it again and again’. A  

public service trade unionist warned it was ‘surely evident... an initial step towards 

restriction in respect o f  one section o f  the community is very easily spread into the 

remainder o f  the com m unity’.^' The Coalition was urged by ICTU to plead inability to pay, 

a suggestion rejected by Richie Ryan as the ‘Government had to avoid jeopardising the 

country’s standing in international money m arkets’.*̂  ̂ ICTU meanwhile referred Ryan’s

NAI DT 2006/133/587, “Sean MacGamhna, Secretary. Department o f  the PiibMc Service, to Secretar>, Department o f the Taoiseach, 
6 " 'October 1975”, p.2

Halligan interview; Il.HMA lirendan Corish Papers Box 2, ‘Memorandum from an Tanaiste on Policy Proposals to Deal with Inllation 
and Unemployment 12/6/75', p 11

Wage pact problem appears to be near settlem ent'. The Irish Times, August 23'“' 1975

Government clears way for pay pact'. The Irish Times. August 22"“' 1975; also sec 'StalTassociation withdrawing from arbitration 
schem e'. The Irish Times. July lO"' 1975
" N A I  DT 2005/151/231, “Meeting with ICTU, 2 8 " 'November 1975’'. p,l 
88

Pay pact broken in Budget, says report'. The Irish Times. ,lu!y 30"' 1975
OQ

NAI DT 2005/151/231. “Meeting with ICTU, 28"' November 1975”, p.4
NAI DT 2005/151/230, “Report o f  Meeting between the Government and Irish Congress o f  Trade Unions on 23'̂ '* September 1975”. 

p.5
”  Irish Congress oT Trade Unions, Seventeenth Annual Report 1975 Cork, p.496
”  NAI D'T 2005/151/230, "Report o f Meeting between the Government and Irish Congress o f  Trade Unions on 23"' September 1975”.
p.6
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statement o f intent to the Adjudication Committee o f the Employer-Labour Conference, 

which found the Government technically in breach o f the 1975 Agreement.^^

Despite initial union reluctance, Congress meanwhile voted to modify the 1975 Agreement 

(258 to 106) in exchange for the Government package, but with conditions, reflective o f its 

insistence on full protection o f living standards, that threatened revision within the 

Employer-Labour Conference. In what was a common theme with pay recommendations 

throughout the 1970s. ICTlJ’s representatives on NESC posted a reservation to the 

Council’s recommended modification o f  the 1975 National Agreement, specifically the 

suggestion, ultimately ignored by the Coalition, that its phase be dropped.'^"' This 

underlined the tension between the developmentalism o f ICTU representatives on NESC 

during the 1970s, and the forced omission o f a central element o f that vision, 

acknowledged in the Dona! Nevin paper o f 1972: wage developments. Unlike the reports 

o f  the NIEC, those o f NESC did not require unanimity, and permitted re se rv a tio n s .W h ile  

ICTU subscribed to a range o f NESC reports throughout the 1970s, on matters such as 

capital and farmer taxation, regional, social and manpower policy, income distribution 

statistics, and population projections, any report which suggested wage restraint or 

interference in collective bargaining drew opposition or a reservation o f the ICTU
• • 96position.

Congress voted in favour o f substituting wage-price indexation for the final two stages o f 

the Agreement, subject to no maxima or minima.*^^ after inflation overshot the second
98phase’s 5% ceiling. ICTU maintained this ensured workers gained if the Government 

package succeeded and full compensation if  not, through some unanticipated inflationary 

input.^^ ELC deadlock followed as employers, supporting a 5% ceiling, opposed open- 

ended indexation following their experience o f  the escalator clause, and its winding up o f

^  NAI ICTU R ecords, Box 42 Folder 4000  G overnm ent W orking G roup 1975. “ E m ployer-L abour C onference- A djudication  R eport 
N o.8- Investigation by the A djudication  C om m ittee o f  the fim ployer-L abour C onfe rence  o f  a C om plain t by the Public Services 
C om m ittee  o f  IC T U ”, p .l
See NAI D T 2005/151 /229 , "R uaidhri R oberts, G eneral Secretary, ICTU, c ircu lar to G eneral Secretary o f  each  affiliated  o rganisation ,
"N ationa l Pay A greem ent” , 27"' June 1975” , for the C ongress opposition to this p roposal
94

See IC fU  reservation  to  N ational H conom ic and Social C ouncil, R eport on In fla tion . S ta tionery  O ffice, D ublin, 1975
95

Sec on this N ational Hconom ic and Social C ouncil, The Work o f  the NESC, 1974-76. D ublin , 1977; and N ational E conom ic and Social 
C ouncil, The W ork o f  the NESC. 197 7  Dublin, 1978

A lso see on th is N ational Econom ic and Social C ouncil, E conom y in 1975 a n d  p ro sp e c ts  f o r  1976. Dublin, 1975, and N ational Hconom ic and 
Social Policy, Prelude to Planning. D ublin , 1976 

NAI ICTU R ecords, Box 42 holder 4000  G overnm ent W orking G roup 1975, “ R uaidhri R oberts, G eneral Secretary , Irish C ongress o f 
■frade U nions, to the G eneral Secretary  o f  each affiliated organisation, “N ational Pay A greem en t” , 27"' ,Ume 1975” ; Irish C ongress o f  
frad e  U nions, E ighteenth  A nnua l R eport- G alw ay 1976. p. 149 

Irish C ongress o f  Trade U nions, E igh teen th  A nnua l Report- G alw ay 1976. p .195; 'W ag e  increases in Jeopardy for 7 ,0 0 0 ', The Irish  
Times, .lune 16"' 1975 

Irish C ongress o f  T rade U nions, Seven teen th  A nnual R eport 1975 Cork, p.494
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inflation through external developments.'^^ Employers only agreed to the ICTU proposal 

once clear in late 1975 that inflation diminished during the relevant quarters, and only in 

the context o f the existing agreement.'^' The CPI contracted in the third phase (-0.8%), 

while increasing only marginally (2.8%) in the fourth, meaning increases under the 

Agreement totalled 16.6%, compared with an original maximum o f 23%.'°^

While agreeing to a Government proposal to review the revised terms in late 1975 if  new 

external inflationary trends or exceptional pay increases e m e r g e d , I C T U ,  however, still 

threatened to obstruct revision, by making removal o f  the public service claims embargo a 

condition o f r e v i s i o n ; t h i s  led Richie Ryan to threaten imposition o f  special legislation to 

effect downward r e v i s i o n . F i n a l  ICTU assent only came with a Government 

commitment that in the event o f unconditional revision, it would discuss with public 

service unions the question o f how, in the context o f multiple pay tribunals, special 

increases could ‘best be harmonised with the agreed aims o f  fighting inflation and 

safeguarding employment, a statement which in the Coalition’s view implied serious 

restraint in the serving o f c l a i m s . I t  complained in late 1975, however, that no significant 

withdrawal or reduction o f claims by unions was forthcoming.

Search for a pay pause, 1975/76

The divergent Coalition-ICTU approaches on wage restraint became even more apparent in 

the efforts to wind down inflation in the longer term. Despite the difficulties involved in 

revising the 1975 Agreement, the supplementary budget package was successful in 

stabilising and moderating inflation, which fell to an annualised 21%.'°* Irish inflation, 

however, remained what Richie Ryan described as an ‘em ergency’ in late 1975,'®^

NAI ICTU Records. Uox 42 "limpIoyer-Labour Conference- Minutes o f  [-'ifteenth Plenary Session held on 6 August 1975”, p.4 
"" NAI DT 2005/151/230, “D.I McAuIey, Director General, Federated Union o f  Employers, to Richie Ryan. 18"' September 1975”, p. I 
NAI DT 2005/151/229. "Ruaidhri Roberts, General Secretary, ICTU, circular to General Secretary o f  each afl'iliated organisation, 
“National Pay Agreement”, 27"'.Iune 1975”

NAI DT 2005/151/230, "M emorandum for the Government- Renegotiation o f  National Wage Agreement, 22'“* September 1975”, p i ;  
lim ployer-l.abour Conference, Report to the Em phyer-Lahour Conference on the National Agreements o f  1970. 1972, 1974 and 1975. 
P-7

Irish Congress o f  Trade Unions, Eighteenth Anniial Report- Gahvay 1976, p.200; Employer-Labour Conference, Report to the 
Employer-Labour Conference on the National Agreements o f  1970, 1972. 1974 and 1975. p.8

NAI DT 2005/151/230, ’ Memorandum for the Government- Renegotiation o f  National Wage Agreement, 22'"‘ September 1975”, p.l 
NAI DT 2005/151/230, “Richie Ryan, Minister for I'inanee, to Ruaidhri Roberts, General Secretar>', Irish Congress o f  frade Unions, 

22'“' September 1975”
NAI DT 2006/133/587, "Schedule 22'“* September 1975” (Government .statement on failure o f  ELC to agree on revision o f  phases 3 

and 4 o f  the 1975 NW A); NAI DT 2005/151/231, "M eeting between Ministers and delegation from Irish Congress o f  Trade Unions, 27"' 
November 1975- Opening Statement by the Taoiseach. Mr Liam Cosgrave, TD”, p. I

Irish Congress o f  Trade Unions, Eighteenth Annual Report- Gahvay 1976. p 153; '£62ni in special pay claims by public sector 
w orkers'. The Irish Times. December 13"' 1975

Economic and Social Development. 1976-1980. Stationery' OfTice, Dublin, p. 10
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particularly when competitor economies were beginning to reduce their inflation to much 

lower le v e ls .E n h a n c in g  o f competitiveness was made even more important by the 

potential strengthening of Sterling, whose weakness, while a major destabilising influence, 

also helped shelter Ireland’s deteriorating competitiveness from the early 1970s. With 

inflation o f 27% in 1975, Britain embarked on a counter-inflationary programme in the 

later part o f that year; any stabilisation or strengthening o f Sterling threatened to deprive 

Irish industry o f  the competitive advantage conferred by currency deprec ia tion ." '

From late 1975, as the world economy started to recover from that year’s deep recession,

the Coalition therefore turned to the longer-term objective o f winding down inflation to

facilitate economic recovery and employment creation. This focused on wage restraint,

which in keeping with the Coalition’s proposed shared burden approach to the crisis

implied sacrifice, through reduced living standards, by those in employment. Specifically,

the Coalition’s objective o f winding down inflation was embodied in its search for a

voluntary pay pause for 1976, following expiry o f the 1975 National Agreement; this was

to run from April to December 1976. A pause was recommended by NESC, the OECD,

employers and the IMF, to allow excessive price trends to be absorbed by the economy and
1 1therefore help restore competitiveness and price stability. " For the IMF a pause was 

dictated by employment, balance o f  payments and growth considerations, ‘quite apart from 

the wider issues o f  social justice and indeed political stability’; unless implemented ‘the 

private sector may well find itself in a hopeless position’. '

For Richie Ryan meanwhile the pause fulfilled several roles, such as an opportunity to 

restore Irish competitiveness, permitting Ireland to take advantage o f the expected upturn 

in world trade, helping break the spiral o f inflationary expectations, and providing a firmer 

base for reflation in advance o f export-led growth in 1976/77. Significantly, it was also 

seen as making for a more equitable sharing o f economic burdens by placing them on those 

in em ploym ent." '' The public finance benefits o f a pause were also highlighted, such as an 

easing o f  the cost o f maintaining Government services, a shift o f resources to productive

"" TNA FCO 87/431 Folio 50 “WN W enban-Smith. British Knibassy, Dublin, to ,ID Hartland-Svvann, RID, FCO, “ The Irish Economy: 
National Wage Agreement” 26"‘ September 1975”, p.3
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Information o f  the Government- IMF Staff Paper on Irish Fconomy, 6"' November 1975”
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current expenditure,"'*’ and greater co-ordination between incomes and budgetary policy, 

and therefore scope for longer-term budgetary m anagem ent;''^ several Budgets and 

National Agreements had worked in opposition to each other in the mid-1970s, with 

indirect tax increases provoking compensatory wage demands, and a consequent higher 

public sector pay and social welfare b ill." ’

Campaign for a pay pause

The Coalition embarked on its campaign for a pause in late 1975, with Finance continually

stressing the need for short-term sacrifice i.e. temporarily lower living standards and likely

deflationary effects, to attain longer-term advantage: increased output through restored
118competitiveness and business confidence. Finance acknowledged a pause’s short-term 

deflationary impact, through reduction o f demand and likely aggravation o f 

unemployment. It nevertheless described income restraint as ‘necessary if  sustained and 

balanced economic growth is to be achieved over a number o f years’. The ‘basic question’ 

was ‘are we prepared to make these sacrifices in the short-term... to ensure security o f 

employment in the medium and long-term?’"^ Ryan also informed Cabinet if  employment 

and counter-inflationary policy were the primary economic objectives ‘living standards as 

measured per capita must fall in the immediate years for those at present em ployed’

(Ryan’s emphasis);'^^ the ‘alternative o f doing nothing and thus avoiding the short-term 

problems is not really open to us’.'^'

The Coalition held meetings with ICTU, employers and farmers in Decem ber 1975,
122informing them o f the ‘gravity o f our present situation’, while Liam Cosgrave made

19^the case to the public for a pause in a televised address. He stressed the unsustainable 

level o f borrowing, the need for expenditure cuts, the unacceptability o f  further tax 

increases, and how further pay increases would mean Ireland would cease to be 

competitive; there was also the need to spread the burden o f sacrifices fairly throughout 

the community. With signs o f  international recovery Cosgrave contended it was
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essential ‘to get things right here so... when recovery comes we can profit from it. 

Nobody has any obligation to do that work for us. Fhe solution to our own problems 

must come from ourselves... This is the present price o f our future prosperity’. F u r t h e r  

pay increases would make the fall-off in Irish exports ‘disastrous’: the government’s 

‘overriding a im ’ in pursuing a pause was therefore to ‘preserve the jobs o f those now 

working and, as far as possible, to see... new jobs are pro^ ided’.'̂ ■'’

The Coalition proposed to combine the pause with several other elements, consistent

with its social contract approach. Cosgrave emphasised the Coalition’s commitment to

its obligations in the social field: the needy would be protected ‘whatever the 
126problem s’. This, however, necessitated some tax increases, ‘to cushion the effect o f 

the economic recession on the weaker members o f the community’; as Cosgrave 

informed the social partners in March 1976, these were the ‘inescapable price o f 

preserving jobs and giving a decent degree o f protection to the victims o f economic 

circum stances’; attempts to compensate for the increases ‘would be self-defeating and...
12 7accelerate the vicious cycle o f inflation’. To help mitigate a pause’s short-term 

contractionary effects before income restraint’s positive effects emerged, capital
128expenditure increases to boost demand, output and employment were also proposed, 

while to facilitate union co-operation legislation was announced and prepared to ensure 

comparable restraint in non-pay incomes, such as dividends, directors’ fees and rents, 

agreed to by employers organisations.'^*^ Pay increases, it was stressed, would frustrate 

the stimulating effects o f increased capital spending, or any advantage to be gained from 

international recovery.'^'*

ICTU and the Pay Pause

The pay pause called for a major reappraisal o f trade union attitudes. In keeping with its 

approach to industrial relations matters, however, the Coalition committed to a 

consensualist approach, stressing the pause’s voluntary nature for wage and salary

NAI D T 2006 /133 /173 , "G overnm en t Inform ation  Services- Television and R adio A ddress by the  Taoiseach , M r Liam  C osg rave  TD, 
10"' D ecem ber I975 ‘, p.5 
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Ibid. pp .3/4
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earners. Opposed in any case to statutory controls,'^' Labour along with Fine Gael 

favoured this course on practical grounds, which pointed to the tensions within the union 

movement. In 1976 Justin Keating feared confrontation would reduce the authority o f 

the trade union l e a d e r s h i p . L i a m  Cosgrave meanwhile thought statutory controls 

‘could lead to a m iners’ strike situation- as in the U K ’; the only ‘sanction’ was that the 

social partners would have regard to a ‘further increase in unemployment and business 

failures and... recognise the jo in t interest in avoiding these consequences’.'^^

This reappraisal appeared unlikely, however, in a period o f  such high and volatile 

inflation. In keeping with its insistence on preserving living standards, and rejection o f 

any role for wages in generating inflation, ICTU’s co-operation on a pause was not 

forthcoming. Accepting ‘things could not be described as norm al’, which ruled out the 

pay approach o f previous y e a r s , I C T U  rejected the pause as a Government diktat. In 

keeping with its democratic basis, essentially its member centred approach, it described 

this as ‘tantamount to getting a no negotiations’ from affiliated unions: ‘could it not be 

left to the good sense o f unions and their sense o f  responsibility to negotiate?’ '̂ *’ It 

explained pay policy would be considered in the normal way, in consultation with 

affiliated unions; Government policy on taxation, unemployment, prices and other 

incomes would be relevant.

Congress, however, rejected the basis o f the Coalition’s arguments for a pause on 

economic and social grounds, especially at a time o f high inflation (18% in 1976) and 

depressed domestic demand. Opposing a pause and public expenditure reductions, it 

declared its aim in 1976 for an agreement that would ‘cater for the interests o f all 

workers whether employed or unemployed... members o f the Public Service or the
137private sector’. While acknowledging Ireland’s vulnerability to external trends ICTU 

rejected replacing the ‘evil o f  inflation... with the worse evil o f unem ploym ent’. It 

asserted the economic benefit o f maintaining real earnings, viewing the home market as

Barry Desmond Papers, 'Address by an Tanaistc, Brendan Corish TD, M inister for Health and Social W elfare, speaking to the Labour 
Party Conference in Limerick on Friday 19 Novem ber 1976', p.36
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the biggest market for Irish industrial production; 1975’s domestic contraction had
138‘more severely affected production than the contraction in industrial exports’.

ICTU described the maintenance o f  worker purchasing power as ‘not only... a policy o f 

protection for our own members but... also a policy which protects the whole community 

from the consequences of an even more drastic slump and a more drastic rise in 

unemployment which would arise as a result o f  any further cuts in our m em bers’ real 

earnings. Falling investment resulted not from low savings but reluctance to invest 

‘when confidence is so low’; it accordingly called for measures designed to increase 

demand, such as maintenance o f the real value o f welfare benefits, extension o f  State
139enterprise, a massive building programme, and protection o f vulnerable industries. 

Reflecting its continuing distrust o f  non-wage income controls, ICTU also regarded 

those proposed by the Coalition as ineffective. Ruaidhri Roberts emphasised ‘members 

would not tolerate the idea o f handing over their pay to other sectors by agreement... 

unless profits themselves were controlled there just did not seem to be any reasonable 

quid pro quo for a pause’.

The 1976 NWA n ego tia tiom

This approach was reflected in the difficult and ultimately futile negotiations for a 1976 

National Agreement. The tough January 1976 budget, which preceded the opening o f 

ELC negotiations and fuelled inflation, put pay to any lingering hopes for a pause. ICTU 

criticised the Budget tor its indirect tax increases, highlighted in advance by Cosgrave, 

which raised prices by 5% ;''" its inadequate tax allowances; and domestic demand 

measures; ultimately, Ruaidhri Roberts stated, it did nothing to improve the likelihood o f 

a p a u s e . I C T U  unions subsequently voted 2:1 (254 to 101) in February 1976 for a 

‘protective national a g r e e m e n t , w i t h  Congress tabling proposals the following month 

for a new one-year agreement with three phased CPI-related increases, to take effect 

immediately following expiry o f the 1975 Agreement. Employers in the ELC, however, 

offered no immediate increases, only an across-the-board £2.40 a week increase nine

' ”‘ lb id  p.210 
Ibid, p .210
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months after the term ination o f  the 1975 Agreement, in early 1977; this meant a 15- 

month agreement with an initial 9-month pause uniformly applied to all settlements.

I 'h is was to address the inequity in the Government proposal o f  varying pauses for 

different workers, and payment o f an increase at its end.''^”' Deadlock followed, as talks 

broke down in late March,'"*^ but resumed in April when with Government approval 

employers tabled amended p r o p o s a l s . T h e  Coalition appeared at this stage to abandon 

hopes for a pause, acknowledging further appeals were fruitless, despite it representing 

the ‘best option in the long term national interest’; instead it urged a nationally 

acceptable compromise, while recognising that employers as a substantial group and 

Government due to budgetary constraints might be unable to pay any increases.'"'* In this 

context, Richie Ryan was damning o f wage rises, warning they would ‘make us stick out 

like a sore thumb throughout the world’, hurting employment in both existing and 

prospective industry’. T h e  Central Bank agreed increases were ‘at variance with the 

realities now facing the economy... The community does not appreciate the seriousness 

o f the present situation or is not prepared to accept the major changes in attitudes and 

aspirations... necessary to prevent a further deterioration in that situation’.'̂ *’

The pay pause debate was undermined in trade union eyes, however, by developments 

that pointed to the complexities o f Irish competitiveness: Ireland’s improved export 

performance from early 1976, albeit one largely attributable to the effects o f Sterling 

depreciation in non-UK markets, and the higher productivity o f the less labour-intensive 

foreign investment sector.'^' Manufactured exports rose 26% in the first quarter o f 

1976, compared with 1975: there was a 40% rise in value to EEC countries other than 

Britain, 200% to Japan, and 60% to the US.'^^ Ruaidhri Roberts cited this as evidence 

‘we have simply been suffering from the effects o f  the world fall in trade and... the kind
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o f  m arginal adjustm ents in prices w h ich  m ight result from the im plem entation o f  the pay 

pause policy would have m inimal effect in that context’.''̂ '̂  G overnm ent acquiescence 

m eanw hile appeared influenced by trade un ion ism ’s underlying sectionalism , and 

official fears o f  a free-for-all; after the initial breakdow n num erous w age leaders tabled 

claim s for substantial increases, w hich  raised w orker expectations.'*'^

O fficial briefings referred to the d ifferential m ind-set, and potential for considerable 

strike disruption, while the ‘gap betw een  those successful in exercising econom ic 

m uscle, and those in w eaker sectors w ould  continue to wi den’. A  public sector 

guideline, while strengthening em ployer resistance, would probably be ‘achieved only at 

the expense o f  a lot o f  industrial d isputes w hich would lose production, dispel one o f  our 

attractions for new  industry, and reverse  the progress made tow ards continuous and 

m ore rational industrial rela tions’. ' ”’̂  S ignificantly, this fear was played on by ICTU 

leaders, although officials suggested C ongress w as anxious to conclude an agreem ent, 

fearful o f  a free-for-all’s consequences for strikes, distortions o f  pay levels and jobs. 

IC l’U w arned if  the agreem ent ‘did not stick there would be unpleasant consequences 

for the industrial relations situa tion’;'̂ ** significantly, Fintan K ennedy explained it would 

be ‘disastrous if  we did not pay the apparently  high price... W hat w ould be the cost to 

the econom y o f  these strikes?... their problem  was to convince their m em bers- they had 

to sell the agreem ent

The draft agreem ent that resulted from  these negotiations, however, w as itse lf rejected. A 

com prom ise betw een earlie r positions, and concluded after protracted negotiations in M ay 

1976, this contained a 14%  standard increase over 13 Vi m onths, w ith an initial tw o-m onth 

p a u s e . S e e n  as show ing som e restraint, som ew hat sm aller than the expected rise in 

prices,'^ ' and acknow ledged  by trade unionists as the best term s available in prevailing
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circumstances,'^^ the agreement was nevertheless narrowly rejected by ICTU unions in 

July 1976, 211 to 202. Rejection, including by the ITGWU,'^^ largely rested on the 

Agreement’s restrictive clauses on local increases additional to national increases, insisted 

on by employers in light o f  the economic situation, and as a quid pro quo for a pay
164mcrease.

Difficulties were experienced in drafting these provisions,'^'*’ which almost led to a further 

breakdown o f negotiations in m id -M a y .O p p o s itio n  centred on continued restrictions on 

public service claims; extension o f inability to pay clauses to employers of lower-paid 

workers, governed by legal minimum wages, and the public sector , by way o f financial or 

budgetary consequences; repeated employer recourse to inability to pay, seen as making a 

mockery o f agreements; and insufficiency o f the pay p r o v i s i o n . E v e n  in opposing 

unions, however, there were many members who favoured the agreement, seeing the 

increase as unlikely to be improved in a free-for-all; this was indicated by the narrowness 

o f the vote.'^* Perhaps the concern to protect living standards was key. It appears unions 

were concerned by the implication that only standard increases would be permitted, and 

that some employers might unjustifiably resort to the relevant protections.

The National Coalition and the broadening o f  income bargaining, 1976-77 

By the summer o f 1976, the failure o f the pay pause initiative, albeit in a high inflation 

environment, meant National Agreements or a wages-only approach were viewed as 

having exhausted themselves in the context o f tackling the economic crises. As an 

alternative the Coalition instead turned tovv^ards an approach that gained increasing 

currency throughout the first half o f  the 1970s as National Agreements accelerated wage 

inflation, and which was implicit in its social contract approach to counter-inflationary
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policy. More comparable to the social partnership or corporatist models practised in 

Europe, this w as the broadening or closer integration o f the income determination process 

with the wider policy agenda, through greater Government involvement in income 

bargaining, to help counteract excessive wage developments, and focus trade union 

attentions on the national economic perspective; through such an approach it was hoped to 

resolve or suspend distributional conflict, enhance competitiveness and secure consensus 

on economic recovery.

The Central Bank was one o f the first to advocate such an approach in the early 1970s, 

observing the restricted horizon o f  the ELC participants, and their non-recognition, then in 

the context o f  continuing economic growth, o f the need to reduce inflation; unions still had 

a greater interest in pushing wages ahead o f prices, while employers hoped it would 

continue to be possible to pass on higher costs through sustained international inflation. 

With ‘no provision for ensuring... collective bargaining is informed or guided by a 

realistic assessment o f the outlook at home or abroad o f the longer-term national interest’, 

the Bank under TK Whitaker supported a broadening o f the bargaining perspective, 

advocating a counter-inflationary ‘social contract’, with fiscal and monetary policy 

promoting development, employment and equitable income distribution in exchange for 

wage moderation.'™

Irish employers also pushed for a more integrated wage bargaining approach from the early 

1970s. Strongly influenced by European tripartite incomes policies, and critical o f the 

rising costs o f  National Agreements, they highlighted how matters affecting incomes and 

costs, such as income tax, welfare benefits and contributions, and employment legislation, 

were generally determined away from the ELC.'^' Employers were crifical o f the 

inflationary interaction between budgetary and incomes policies, with worker emphasis on 

take-home pay increasing em ployers’ costs, incurring heavy taxation, while failing to 

satisfy worker d e m a n d s . A  surer basis to medium term planning promised to banish
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M cC arthy, C harles, E lem ents in a  Theory o f  Industria l Relations. Irish A cadem ic C hallenge. Dublin. 1984. p 108
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‘unnecessary uncertainty in the minds o f many em ployers’. T h e s e  calls were also 

present in official circles, but appeared discouraged by union reluctance, apparent in 

rejection o f the NIEC policy, for consideration o f pay in a tripartite setting.

Co-opting trade unionism into a system o f effective economic planning was at the heart o f 

the Coalition’s social contract approach to counter-inflationary policy. Cosgrave had called 

early in the Coalition’s term for a harmonisation o f  income increases ‘with the 

com m unity’s decisions on ... wider issues (economic, fiscal, social)’. T h i s  failed to 

gained traction in the Coalition’s early years, however, perhaps due to the influence o f  the 

Northern Troubles, and its overshadowing o f economic management. With the emergence 

o f the Oil Shock, and exhaustion o f the NWA option, however. Coalition attentions 

returned to a broader bargaining forum. In the mid-1970s, this was against the backdrop o f 

the introduction o f  a British measure, long influential in Irish political and official circles: 

the Labour Government’s ‘social contract’ with the British Trade Union Congress, part o f 

its mid-1970s counter-inflationary programme.

Encompassing the trading o f tax cuts and other social policy measures to dampen wage 

inflation.'^*’ the OECD described the British approach as important in relating worker 

expectations ‘economically and socially to the larger needs o f  the economy and society’ in 

a way expected to be meaningful to the average union m em ber.' Richie Ryan had 

highlighted the social contract approach in 1974, but thought Congress acceptance unlikely 

‘in view o f its known opposition to any suggestion o f  wage guide-lines being handed down 

either by the Government or . .. a body such as N ESC ’.'^^ During the Green Paper process 

Garret FitzGerald meanwhile highlighted the ‘social w age’ approach in suspending 

distributional conflict, which besides removing the ‘present pessimism and uncertainty 

about the future growth o f costs’ for employers, provided a ‘mechanism whereby unions 

can be assured... the benefits accruing from growth and income moderation will be shared

N A I D T  2 0 0 6 /1 3 3 /5 8 6 , “ Irish K inployers' C onfederation  for Industrial R e la tio n s- Tri-partite C on feren ce: 27"' S ep tem b er 1976". 
p p.6/7

N A I D  T 2 0 0 5 /7 /2 8 3 , “ Extract from  A djournm ent D eb ate 2 5 /7 /7 4 "
N A I D T  2 0 0 6 /1 3 3 /4 6 5 , 'S p eech  by Mr R ich ie  Ryan T D , M in ister for F inan ce on "The l-jiv iron m en t for E:nterprise: the R o le  o f  the

S tate” at the 24"' N ational M an agem en t C on feren ce o f  the Irish M an agem en t Institute at K illarney on  I M ay 1976 at 10 .3 0 a m ” , p. 13; 
N A I D T  2 0 0 6 /1 3 3 /5 8 6 , 'M eetin g  w ith Irish I-^mployers' C on fed era tion , 15 .luly 19 7 6 ” , p .3; N A I D T  2 0 0 6 /1 3 3 /4 6 6 , “ R eport o f  M eetin g
w ith l U E  d elega tion  on 1 1"' M ay 1976”, p. 1

O I-C D , S o c ia l ly  r e sp o n s ib le  w a g e  p o lic ie s  a n d  in fla tio n - A re v ie w  o f  fou r c o u n tr ie s ' ex p erien ce . O rgan isa tion  for I x o n o m ie  C o 
operation  and D eve lop m en t, Paris, 1975, p .55

N A I D  r 2 0 0 5 /7 /2 5 8 , “ Draft M em orandum  for the G overn m en t- G overn m en t S trategy on  the next round o f  annual pay in creases (the  
16"' round), S ep tem b er 1974”, p .8
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equitably where tax and expenditure policies are discussed in relation to development o f
178incom es’.

It was Richie Ryan, however, who emerged in 1975/76 as the most vocal advocate o f 

explicitly linking pay policy to the wider economic recovery effort. Ryan increasingly 

referred to establishment o f the ‘public interest element’ in bipartite discussions; he 

thought this impossible ‘unless there is some consensus reached on the needs o f the 

economy and the broad objectives o f  the negotiations including the parameters within 

which, and subject to which, the negotiations should take place’. E a r l y  in the 1975 

NWA negotiations, he favoured intervention ‘before... ICTU have done so by serving a
I 8 0claim on em ployers’. This took fuller form with the pay pause, in which Ryan thought

such restraint unlikely through the normal negotiation process at national or industry level.

He therefore proposed a ‘political initiative’ enabling direct discussions with the social
181partners with a view to reaching voluntary agreement. He described his intention as not

to ‘denigrate the usefulness and efficiency’ o f the ELC, ‘but... in present circumstances,

the Government must safeguard the national interest by participating directly... to
1ensure... excessive wage increases were not conceded’.

Ryan expanded on this in early 1976. proposing a special tripartite group to discuss pay 

parallel with the ELC, or a prior meeting to make Government views known: ‘unless the 

broad parameters within which an agreement could be acceptable to the Government in 

current economic circumstances are put directly and with all the force the Government can 

command... negotiations will tend much more to centre around whatever claim IC rU  

might table’. Ryan aimed to condition ICTU and employers ‘to the constraints... the
183Government wished to see observed’, convincing both sides ‘o f  the reality o f the 

Governm ent’s commitment to the policy and that there is no acceptable alternative... 

continuing restraint on the incomes front will continue to be necessary for some years to
184com e’. Ryan envisaged securing consensus in the context o f a ‘social contract’

N A l D T 2006/133 /318 , "M in iste r for Foreign  A ffairs- M em orandum  for D iscussion  by C ab inet Sub-C om m ittee on the E conom y- 
“ P lann ing  and Policy” , 25"' M ay 1976” , pp. 15/16

N A l D T 2005/151 /501 , “ E:xtracts from  1975 Richie Ryan speech to N ational M anagem ent C onference- appended to “N eed for 
P artnersh ip” b rie fing  no tes”

NAl DT 2005 /7 /261 . “ M em orandum  for the G overnm ent- The Role o f  the G overnm ent in R elation to the next round o f  G eneral Pay 
N ego tia tions (the  16"' R ound), 18"' D ecem ber 1974” , p 4

N A l D 'f  2005 /151 /230 , “ M em orandum  for the  G overnm ent- Incom es Policy  in 1976, 14"' N ovem ber 1975” , p. 10 
Ibid, p.lO
NA l DT 2006/133 /465 , “ M em orandum  for the  G overnm ent- (iovernm en t Participation  in N ational W age B argaining, 27"' February  

1976", p .9 ,a lso  p.6, and p. 12 
'*■' Ibid, pp. 10/11
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approach, suggesting account would have to be taken o f the balance between wages and 

profits, the instruments used to secure it, the role o f  budgetary action on prices, tax 

redistribution measures, and tax increases necessary to cover expenditure aimed at 

increasing employment.'*^

Tripartite Conference on Economic and Social Strategy, Septemher-Octoher 1976

Ryan was advised against this course by other Ministers during the pay pause negotiations,

who urged conventional bargaining procedures be permitted to take their course. The

rejection o f the 1976 Agreement, however, left Government with few options other than an

integrated approach, with such an option in fact pursued in the autumn of 1976. Given the

seriousness o f the economic situation, rejection o f the draft agreement did not result in an

immediate free-for-all. Instead, employers, longstanding supporters o f an integrated

approach, proposed an interim agreement, based on the first five-month phase o f  the

rejected agreement, free o f its restrictive provisions. A condition o f  this interim

arrangement was Government and social partner participation in tripartite discussions, to

work out realistic arrangements for the development o f the economy, ‘essential for the
186economic future o f  the country’.

The employer initiative resulted in a ‘Tripartite Conference on Economic and Social 

Strategy’ in September and October 1976, which sought to embrace 1977/78 pay policy 

within the context o f a general economic and social programme, and in relation to the 

‘availability o f  resources, employment, welfare, prices, public revenue and expenditure, 

and all forms o f incom e’.'*^ Essentially an attempt to establish consensus on economic 

recovery, through identification o f the problems and opportunities o f the Irish economy, 

the proposal was welcomed by the Coalition, which presented it as an ‘opportunity for the 

social partners to contribute to the provisions o f next year’s budget and provide the
I QQ

beginning o f a longer term plan’. There appeared, however, to be some official 

scepticism as to the usefulness o f this participatory approach. This was enunciated by 

Dermot Nally in the second half o f the 1970s, who appeared to emphasise the 

G overnment’s ultimate responsibility for formulating economic and social policy. As he

NAI [) T 2005/151/230, ‘'M anagement o f  the economy up to 1980, 5"' .lanuary 1976', p. 12

“ Kmployer-Labour Conlcrence- Proposals lor an Interim Hmployer-Trade Union National Agreement 1976- .luly 1976”;
NAI DT 2006/133/586, ‘’Frank Murray, Private Secretary, Minister lor I'inance, to Seamus Redmond. Ciencral Secretary, Irish I'rade 

Unions Federation, 23'“' September 1976" ; also ” [:mployer-l,abour Conference- Proposals for an Interim Kmployer- frade Union 
National Agreement 1976- .luly 1976"; Irish Congress o f Trade Unions, Eighteenth Annual Report- 1976 Galway, p. 577 

NAI l) f  2006/133/586, "Inter-departmental Group on Tripartite Talks- Note on Strategy on talks (Revised)”, p. I
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briefed in June 1976, ‘Government themselves have difficulty enough in deciding priorities 

for expenditure’; other interests’ involvement was liable ‘to make conclusions 

im possible’.'***̂

Chaired by Richie Ryan and Michael O ’ Leary, the Conference was tasked with 

considering the Coalition’s 1976 Green Paper, various Government presentations on 

economic prospects, the Exchequer finances and incomes strategy, and by securing 

consensus on the problems facing the Irish economy, establish the framework for a 1977 

National Agreement. The Green Paper reflected the basic message the Coalition wished to 

communicate to the social partners. Stressing employment creation as the central concern 

o f  the Conference, the trade-off between wages and employment was stressed, which 

required moderation by those in employment to facilitate investment and enhance 

competitiveness. The paper noted with GNP growth o f 50% in 1961-71, and a virtually 

static level o f employment, there had been a substantial increase in the standard o f living 

for those at work. The decade’s lowest unemployment rate was 1965’s 5.6%, which 

compared with an 8-9% average during the 1950s.'^*^ It also posted only a marginal 

increase in the total number employed, 1,071m in 1971,'^' compared with 1.055m in 

1960.

The community, the Green Paper contended, had made a conscious or unconscious choice 

by insisting on large nominal increases to give preference to greater short-term increases in 

living standards for those at work, rather than additional employment: ‘The better and 

more desirable alternative o f even higher growth in output and... provision ol'jobs for more 

people at the cost o f  some slowing in the rate o f  increase in living standards was implicitly 

rejected’. The standard o f living o f the employed was maintained ‘at the cost o f greatly 

increased unem ploym ent’, although it acknowledged the choices rarely took this form: ‘If 

they did, it is likely... the community response would be towards greater employment 

opportunities even at the expense o f immediate consumption’.'*̂ ^

NAI 1)1 2006/133/467. ‘'Dermot Nally note for Taoiseach, "National Pay Agreement”, 8 June 1976” , p.l
190

NAI DT 96/6/376, 'Unem ploym ent rates (Currently insured persons on Live Register as % ol total persons insured) lor years since 
1939 giving (a) annual average and (b) highest mid-monthly figure for year'
191

NAI D1 2003/16/127, "Estimated total number o f persons at work at mid-April”- 1,084m were at work in 19.S7, 1.068 in I9.S8,
1.060 in 1959, 1.055m in I960, 1.053 in 1961, 1.060 in 1962, 1.066 in 1963, 1.071 in 1964, 1.069 in 1965, 1.066 in 1966. 1,063 in 1967, 
1.073 in 1969, 1.066 in 1970 and 1.071 in 1971.
192

Economic and Social Developmeni. 1976-1980, Stationery Ofllce, Dublin, p 16 
Ibid. p. 12
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Richie Ryan phrased this more bluntly, stressing the need to ‘tackle the roots... o f 

economic m alaise’, with further income developments deciding ‘whether Ireland is willing 

to avert disaster or... rush headlong into inevitable collapse merely to accede to the current 

demands o f powerful sectional interests’. Agreement was impossible ‘unless the basic need 

for a change in direction is accepted, necessary disciplines honourably adhered to, and all 

elements o f a plan... agreed’.'̂ '* Prior to the Conference, Cabinet agreed on a package o f 

budgetary guarantees, part o f the proposed ‘social contract’, which it planned on trading 

for wage restraint. This entailed no direct or indirect tax increases in 1977, improvement o f 

income tax allowances by £25-30m, framing o f  capital expenditure to increase 

employment, and control o f non-pay incomes. Social welfare benefits were also to be 

increased by an amount equivalent to the average post-tax increases in NWA incomes; this 

was motivated by the perceived disincentive effects o f welfare benefits in the mid-1970s 

(see chapter 8).'^^

It also agreed the broad limits for income increases essential in the public interest as 6% in 

1977, against a 9% total rise due to 1976 carryover: 3% payable after expiry o f the interim 

agreement, and 3% six months later. Any income increase above the suggested guideline 

was to involve scaling down or withdrawal o f  the guarantees, and in all probability, 

increased ta x e s .G o v e rn m e n t appeals for wage moderation were supplemented at the 

Conference by employer calls for greater tolerance o f  profitability, to facilitate investment 

and employment creation. The President o f  the Confederation o f  Irish Industry called for a 

‘change in the general attitude towards profit’. He outlined the low level o f  confidence of 

decision makers, caused in part by declining profitability, rising costs, ‘but more 

particularly... the failure, so obvious in all sectors o f  our society, to understand... wealth 

must be created before it can be apportioned’. Profitability in exposed manufacturing 

industry was a ‘measure o f efficiency’, essential for investment to maintain efficiency and 

employment.

NAI D T 2006 /133/586, "T o M aurice F [Xiyle, D epartm ent o ri- 'in an ce- Please ask G av in  I'reem an G IS  to release the Ib llow ing 
statem ent im m ediately  to all m edia, but cheek it first for sense as telex  transm ission  from here is not techn ica lly  good”
195

NAI l)T  2006/133/320. "Secret- Public l:xpcnditurc  Forecasts and D rat\ G uidelines, 28" ',lu ly  1976” 
i>)6 |y |- 2006 /133 /586 , "M em orandum  lor the G overnm ent- G o vernm en t Involvem ent in Proposed Tripartite C onference  on 1-xonomic 
and Social S trategy, 1977-78, 7”' Septem ber 1976"

NAI D T 2006/133/586, "S tatem ent by M r J l l  D onovan, President, C onfederation  o f  Irish Industry, at T ripartite  C onference, on 27 
Sep tem ber 1976, at 3pm  at (iovernn ien t B uildings", pp. 1/2
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ICTU, the Tripartite Conference, an d  the Economic Crisis

The Tripartite Conference, by broadening the forum from a simple wages-only approach, 

which for trade unionism involved a defensive posture during a period o f  high inflation, 

was important in providing the movement an opportunity for outlining its broader vision 

for tackling the economic crisis. This defensiveness appeared, however, to constrain its 

thinking, and by implication, the Tripartite Conference, with no departure from its position 

o f  rejecting any role for wages in tackling the crisis. This was reflected in the Congress 

rejection o f the Government package as insufficient, and the adjourning o f the Conference 

without agreement in late October 1976. Within ICTU, at least initially, the employer 

proposal for a more integrated approach to wage bargaining was welcomed by more 

Larkinite elements. Underlined by the promotion o f National Agreements by the ICTU 

leadership, the Larkinite argument persisted within ICTU throughout the first half o f the 

1970s. The ITGWU and ICTU leaderships maintained support for consideration o f wage
I n o

policy in the context o f  broader economic and social policy.

Maintaining NW As were not a ‘cure air,'*^*  ̂Ruaidhri Roberts in 1975 urged ICTU ’s 

approach be ‘informed and placed in the context o f our long-term policies and... 

determined in relation to our policies on other broader issues’. T h e  W U l’s Paddy Cardiff 

also advised the abandonment o f sectionalism, and translating o f union solidarity ‘into 

more sophisticated economic and social policies and industrial relations procedures in 

order to protect the best interests o f our people and... make the progress our people are 

demanding’. T h i s  was an argument returned to in the context o f  1976. Following the 

employer initiative, ICTU President Brendan Harkin, while downplaying w ages’ 

contribution to inflation, emphasised the econom y’s insufficient earning power in

maintaining existing living standards, the futility o f paper increases, and how if  inflation
202was not stopped, both employment and the social services were at risk.

Harkin urged deeper union involvement in issues such as taxation, individual investment 

levels, and incomes policy,^**'  ̂which in involving worker restraint, raised the question o f

''** "Unions to review value o l'w age pacts'. The Irish Times. June 6"' 1973; also see Irish Congress ol'T rade Unions, Eighteenth Annua! 
Report- Galway 1976. p 425 (Report o f Special Delegate Conference held in Liberty Hall on Saturday 3'‘‘ July 1976); NAI D f 
2005/151/501, ‘’Report o f  m eeting with deputation from Irish Congress o f  Trade Unions on 2'“* May 1975, to discuss the economy", p.2 

Irish Congress o f  Trade Unions, Sixteenth Annual Report- 1974 Dublin, pp.227/8 
Irish Congress o f  Trade Unions, Seventeenth Annual Report 1975 Cork, p. 187 
Irish Congress o f  Trade Unions, Sixteenth Annual Report- 1974 Dublin, p.450 
Irish Congress o f  Trade Unions, Eighteenth Annual Report- 1976 Galway, p.530 

™ Ibid. p.53l
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the contribution o f others, the diversion o f savings to job  creation, and worker stakes in 

industry. Harkin explained trade unionism’s responsibility to both its members and the 

unemployed,^®"* with a free-for-all potentially entailing demands the State might have 

neither the wealth nor resources to meet: ‘if  the Government met these demands we could 

find the very existence o f a democratic State in danger’. Congress involvement in 

determining national social and economic priorities, meant a challenge in which unions 

would find themselves ‘faced with very grim problems and very distasteful facts’. He 

stressed, however, ‘our problems can only be tackled by the creation o f real new 

w ealth’.

The extent o f affiliated union interest in this input into Government policy, however, 

which called for an abandonment o f an adversarial approach, and expansion o f horizons 

beyond shorter-term interests, was questionable. Congress ratified the interim agreement 

committing it to discussions by a substantial majority (309 to 90). It was argued, however, 

that the strength o f the mandate owed to the fact the restrictive clauses o f the draft 

agreement were now omitted, and increases were overdue for a large majority o f  the 

workforce;^**^ even a traditional opponent o f centralised bargaining, the ATGW U, voted in 

favour. Few o f the speakers’ addresses, meanwhile, related to the opportunity o f union 

input into policy making.^*^^ In this context it is interesting ICTU leaders were critical o f 

the seemingly low priority accorded to the talks by the Coalition, particularly Taoiseach 

Liam Cosgrave’s failure to attend; they also threatened at one stage to quit if  more 

economic Ministers were not present. Brendan Harkin remarked Cosgrave should have 

chaired the talks ‘simply to bring home to the man in the street the seriousness o f  the 

exercise’.

Lesser affiliate interest, and the implications this had for pay policy, appeared reflected in 

the ICTU position adopted at the Tripartite Conference. While the Larkinite approach 

conceded some role for wage moderation, this was lacking in a detailed Congress 

submission. Offering no comment on the Green Paper, which it later described as

™  Ibid 
Ibid, p .6‘»

206 (Q agfce today to a new  national pay p a c t '.  The Irish  Times. Septem ber 11"' 1976

'3-1 for pay deal as big  unions aeecp t'. The Irish Times. Sep tem ber 13"' 1976
208

NAI U r  2006/133 /467 . “Hrendan H ark in” (notes on address to  IMI sym posium . D ecem ber 1976, en titled  "'rovvards a Social 
C on trac t and New N ational A greem ent- Problem s and P redictions '), p.2
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‘unsatisfactory’ and ‘in essence calculated to mislead’,̂ '̂ '̂  ICTU’s basic position was a 

rejection o f deflation, with it seeing ‘no solution to our problems in cutting workers’ living 

standards’; even if  it were to accept such an approach, it viewed it as aggravating 

‘problems through the effects it would have on domestic dem and... means must be found 

o f at least maintaining real standards’. '̂*' It accepted the seriousness o f the economic and 

unemployment situation, expressed its readiness to play a part in arriving at acceptable and 

appropriate solutions, but maintained it was ‘not prepared to accept... responsibility for

our present difficulties can be placed at the door, nor will it allow the burden o f the
21 1adjustments necessary to finance them ... be imposed on the workers’.

In a further indication o f ICTU’s rejection o f worker sacrifice through wage restraint, it

maintained National Agreements had ‘barely kept pace with prices’, while significantly,
2 12Government involvement in these Agreements was referenced. Instead the trade union 

analysis attributed the economic crisis to other factors: external ones such as the oil crisis, 

world recession, onset o f free trade and monetary instability, and importantly, domestic 

factors which it identified as the absence o f planning, failed realisation o f  Ireland’s growth 

potential, inappropriate budgetary policies, and a non-effective industrial strategy. ICTU 

focused on these perceived domestic factors, and by implication. Government, in 

proposing a solution to the economic crisis; it stated it entered discussions ‘on the basis... 

other parties will heed what the trade union movement has to say and not to seek to utilise
2 13the discussions to impose further burdens on working people’.

ICTU and the economic crisis

In keeping with the Coalition’s intention for the Conference, the ICTU proposals for 

tackling the economic crisis focused on measures, both short and longer term, required to 

generate economic growth and employment. Within trade union thinking during the 1960s 

and 1970s employment was regarded as a ‘fundamental human and civil right’. B r e n d a n  

Harkin described the unemployment o f the mid-1970s as ‘totally unacceptable... a

NAI DT 2007 /116 /363 . "M edium -term  O utlook  for E m ploym ent and U nem ploym ent” in M eeting  w ith Irish C ongress o f  I'rade 
U nions on 4'*' A pril 1977 to  D iscuss I-m ploym ent and U nem ploym ent- Brief; Irish C ongress o f  T rade U nions, N ineteen th  A nnua l  
R eport- 1977 Lim erick, p.371

Irish C ongress o f  Trade U nions, N ineteen th  A n n u a l Report- 1977 Limerick, p.263
NAI ICTU R ecords Box 399  N ational W age A greem ents 1976-1977-78, l-'older 2292 T ripartite  Talks, “ Irish C ongress o f  frad e  

U nions- D raft Statem ent for T ripartite  C onference” , p. I
NAI ICTU R ecords Box 399  N ational W age A greem ents 1976-1977-78, Folder 2292 Tripartite Talks, "Irish  C ongress o f  T rade 

U nions- D raft S tatem ent for Tripartite C onference” , p 1 
lb id ,p ,2
NAI DF.A 2004/7 /2149 , “ Irish C ongress o f  Trade U nions- Subm ission on the H uropcan C o m m issio n 's  Cliiidelines for a Social A ction  

Program m e (A pril 1973)” , p. 1; A lso see Irish C ongress o f  Trade U nions, E ighth  A n n u a l Report. 1966, p .305
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21^condemnation o f the nature o f  our society’. ' This unem ployment was m turn seen to rest 

on prevailing fiscal policy, and reliance on private enterprise as a motor o f economic 

development. ICTU’s means for tackling the unem ployment crisis, both in the short and 

long term, were therefore seen as lying within the remit o f  Government. Attributing 

joblessness to the dominance o f  the profit motive for individual rather than community 

enrichment. Congress favoured making employment the first priority o f  economic 

p o l i c y . ^ I n  the short-term this was seen as requiring the stimulation o f sufficient demand 

within the Irish economy, and therefore countering a falloff in economic activity.

ICTU supported a massive injection of government expenditure, including increased local 

authority and capital expenditure, o f £100m on labour-intensive projects, infrastructural 

development and amenity projects, and youth employment schemes; these were to be 

financed by savings on unemployment benefits to create 25,000 jobs. '̂** Congress also 

sought protection o f existing employment through action against dumping, selective import 

controls, full examination o f EEC regional policies, and protection o f industrial sectors 

threatened by the international downturn. Challenged by Michael O ’ Leary on how the 

focus was entirely on the State, with no role for Congress, ICTU ’s Denis Larkin responded 

such measures were the only way o f ‘producing quick results on the jobs fron t... Each o f 

these was the State’s responsibility’.^'^

Government action was also relevant to ICTU’s proposal for tackling the economic and 

unemployment crisis in the longer term: its support for a State Development Corporation 

(SDC), which it championed from the early 1970s to tackle the structural causes of 

unemployment and underperforming indigenous industry. This reflected the left-wing or 

social democratic influences o f leading trade unionists, and the enhanced faith in the 

effectiveness o f State activism over purely free market solutions in post-war Europe. A 

reflection o f ICTU’s claim o f a ‘failed realisation o f Ireland’s growth potential’, and a 

‘non-effective industrial strategy’, this involved a more interventionist State role in 

industrial development. Durkan argued this was a product o f the politicisation o f wage 

bargaining through National Agreements, with the divorce between what happened to

Irish Congress o r  i'rade Unions, Eighleenlh Annual Report- 1976 Galway, p.527 
Irish Congress ot Trade Unions, \'in lh  Anniial Rcporl- 1967 Porlrush. p.308 
Irish Congress o f  I’rade Unions, Twentieth Annua! Report- Galway 1978. p.470
NAI IC'ITJ Records Box 399 National Wage Agreements 1976-1977-78, Folder 2292 Tripartite Talks, "Irish Congress ot'Trade 

Unions Hxecutive Council- Position Paper 5- limploynient and .lob Creation, August 1976", p.5 
*''' NAI DT 2006/133/586. "Tripartite Conference Working Party- Note on First Meeting- 12"' October 1976” , p.3
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incomes and other policies meaning ‘unemployment was not seen as a result o f  rapid wage
220inflation, but... a failure of industrial policy’.

Congress support for the SDC, however, reflected its traditional distrust o f domestic 

private enterprise, the latter’s underperformance during the 1960s, and the complexities 

involved in industrial competitiveness. This was consistent with views expressed 

throughout the 1960s and 1970s, which attributed inadequate growth, employment creation 

and com petitiveness to employer inefficiencies and inadequate preparation for free trade, 

rather than wage inflation. Trade unionists called on employers to give a better account;

wage restraint was only one side o f  the coin, with decisions about investment just as
221important. This was reflected at the Tripartite conference in Ruaidhri Roberts’ rejection 

o f  an em ployer proposal for a sub-committee to agree a basis for measuring 

competitiveness; he referenced the inter-relationship of unit wage costs and

com petitiveness with interest and exchange rates, investment levels, availability o f
222production, industrial organisation and the extent o f State assistance.

With the continuing failure o f domestic enterprise, this accounted for ICTU’s support for a 

SDC throughout the 1970s, to address its deficiencies and maximise growth and 

innovation; it saw this as essential in the context o f  a rapidly growing population and 

labour force, arguing decisions taken in 1976 would determine ‘whether or not we embark 

on a growth path that will enable us to enjoy higher standards o f living with continuing 

improvements in the social services’. W i t h  promotion o f private enterprise seen as 

having failed in ever bringing Irish unemployment levels into line with other industrial 

countries. Congress saw ‘no way in which the problem can be tackled other than by... 

addition o f  a major factor which does not at present exist’. C o n g r e s s  saw the 

Corporation as acting as a power-house for industrial innovation and growth, improving 

industry’s capacity to offset import penetration on the domestic market and expand 

exports.^̂ ^
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226Trade unionists rejected allegations about the inefficiency o f  State enterprise, pointed to
227their limited remits and co-ordination, and deposits o f  expertise in public sector 

companies, advocating they be brought together and used to establish public industrial and 

commercial c o m p a n i e s . I n  this respect they were influenced by European State holding 

companies like Italy’s IRI, which sought to address Southern Italy’s chronic 

unemployment, provided spin-off employment opportunities, and competed in competitive 

heavy i n d u s t r i e s . A s  outlined by ICTU, the Corporation’s task was to co-ordinate and 

tap the potential o f State companies, expand their remit, utilise their resources to establish 

new enterprises in joint ventures, or by other means, and enhance investment in research 

and development. The Corporation’s aim was to ultimately find viable projects for 

promotion by Irish interests, and enhance Irish involvement in new technologically-based 

growth industries.^^^ This was to involve ‘expansion... under the control o f this country by 

an authority ultimately responsible to the people o f this country’, its objective m

identifying new projects ‘job  creation, not profit m axim isation’.A c c o r d in g  to one WUI 

member, it would harness existing public service expertise ‘to industrial and manufacturing
T  T "I

ends... in order to create an Irish industrial revolution’.

Tax equity and the reduction o f  public expenditure

Trade union defensiveness at a time o f high inflation therefore appears to have frustrated 

hopes for the co-option o f pay policy into the Coalition’s wider economic recovery effort. 

The legacy o f  public expenditure’s rise during the 1960s, however, and the subsequent 

crisis in the public finances after 1975, a consideration in the wider pay determination 

forum, seems to have limited this further, especially the prospects for suspending 

distributional conflict. Importantly, the ICTU position as outlined at the Conference 

extended to the crisis in the public finances. Trade unionists acknowledged the 

implications o f  the Exchequer crisis; proposals such as the State Development Corporation

Irish Congress o f  Trade Unions, Fourteenth Annual Report- 1972 Galway, p.4 13
Irish Congress o f  Trade Unions, Twentieth Annual Report- 1978 Galway, p 189 (Developmenl Corporation submission to 
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o f  meeting between Taoiseach, and M inisters for Finance, Labour and lndustr>' Commerce, with IC fU  delegation, I November 1971).
p.2
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were to address this by maximising growth. Brendan Harkin remarked with the high level 

o f  unemployment the economy was perhaps close to the point at which the ‘dykes we have 

erected to protect the anderprivileged will no longer hold’; offset by borrowing, this 

ultimately had to be ‘earned and paid for by those in productive em ploym ent’.̂ "̂̂  Ruaidhri 

Roberts also remarked in 1975 all ICTU’s social and economic policies depended ‘on the
23^extent to which we develop the resources o f  the State’.

rhe ICTU analysis, however, which entailed a rejection o f public expenditure reductions, 

also attributed the crisis in the public finances to the regressive and inequitable manner in 

which public spending’s rise was facilitated during the 1960s; this was mainly to 

encourage a private enterprise sector it viewed as deficient in its benefits to the Irish 

economy. ICTU held strong views on social development and promotion o f  social justice, 

which would bear the brunt o f any retrenchment policy; it considered fundamental and
236democratic rights to include ‘fully adequate social services for the whole com m unity’. 

Denis Larkin maintained trade unionism’s demand for ‘effective action... to remove the 

injustices which continue to exist in our society... to debase our fellow citizens, and... 

result in the glaring inequalities that all o f us recognise’, such as high unemployment and
237inadequate health, social and educational services.

In this context, ICTU supported the idea o f  taxation to finance State services; the W U l’s 

Bill Attley called taxation ‘one o f the most important instruments in carrying out 

Government policy... an essential factor in improving a country’s economic and social 

welfare and... establishing the best possible equilibrium between the various activities in 

those fields’. W i t h  this in mind, ICTU leaders criticised the ambivalence some trade 

unionists displayed towards taxation for improvements in social payments or services, 

evident in ‘wage retaliation’. Donal Nevin remarked o f ICTU ambitions ‘to even begin to 

implement the programme o f social progress... would clearly require substantial increases 

in taxation. We cannot avoid the implications o f that’. This ambivalence, however, apart 

from worker focus on take-home pay, may have been partly explained by the resentment 

generated by the development o f the tax burden during the 1960s, highlighted in the

Irish Congress o f Trade Unions. Eighleenlh Annual Report- 1976 Gahvay. p.529 
Irish Congress o f Trade Unions, Seventeenth A m iia l Report 1975 Cork, p 190 
Irish Congress o f  Trade Unions, Thirteenth Annual Report- 1971 Limerick, p.442 
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N IEC ’s Prices and Incomes Policy, and which became a contentious issue in the 

subsequent decade. The tax burden’s development led ICTU to cast doubt on the system’s 

base and transfer mechanism, suspecting in some cases there was a transfer to higher 

income households.

A 1974 survey meanwhile found 81% o f trade unionists believed ‘some are expected to 

make more sacrifices than others’. Almost half referenced tax evasion, worker taxation, 

and farmer exemption;^”*' hence a quip about two forms o f  taxation: ‘pay as you earn, and... 

pay as you like’.̂ '̂  ̂ Benign taxation on wealthier sections o f  Irish society, tasked with 

stimulating private sector development, was similarly a focus o f union dissatisfaction, 

particularly given union views on the worker role in wealth creation. ICTU alleged 72% o f 

total personal wealth in Ireland was held by 5% o f the population;^"*^ affluent life-styles 

and other evidence was proof a ‘great many people must be evading tax or else have 

resources for spending that escape tax’.̂ "*̂  With land speculation and non-taxation of 

capital gains causing major disquiet in the late 1960s,^‘̂*’ inequity was importantly cited by 

ICTU as impacting on worker readiness to accept wage moderation; absence o f  a wealth 

tax was said to make a ‘mockery o f any appeal to workers to accept restraint in their 

approach to income increases’.

From the late 1960s ICTU therefore began calling for greater tax equity, demanding more 

equitable distribution o f the direct tax burden, easing o f the weight o f income tax on wage 

and salary earners, inclusion o f farmers in the tax net, review o f income tax allowances, 

and introduction o f capital gains and wealth taxes to redistribute income more equitably. 

Congress also called for the combating o f tax evasion by business and professionals (i.e. 

self- employed), through intensification o f  inspection and penalties; evasion was held to be 

considerable by ICTU through operation o f  service monopolies, and its scope was

NAl 1C r u  Records, Box 43 Ixonom ic, Social Development (4005A), “ Irish Congress o f  Trade Unions- ['ourteenth Annual Delegate 
Conference ,luly 1972- Discussion Document on Economic and Social Development”, p.lO
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enhanced by expectation of cash paym ent in 1960s and 1970s I r e l a n d . A s  highlighted in 

its Statement o f  Intent, the Coalition sought to address these grievances from 1973, and 

w in workers over to moceration through what Brendan Corish called a ‘shared sense o f
■ f  , 2 4 9sacrilice .

Pursuing a programme of comprehensive tax reform, this included introduction o f Wealth, 

Capital Gains and Capital Acquisitions taxes in 1975/76, as well as commitment to 

regularly review income tax allowances, although the final wealth tax, watered down from

1.5-2.5% to 1% after protests from business and farming interests, dissatisfied many trade
2^0unionists. ‘ Despite these intentions, however, the Oil Shock and high inflation served to 

intensify inequities; failure to adjust income tax allowances sufficiently with inflation, 

ICTU complained, meant a sharp increase in the real rate o f tax, bringing, with rising 

incom es and fiscal drag, many thousands into the PAYE tax net who because o f  low pay 

and family circumstances should not have been called upon to pay tax.^'’'

This sense o f inequity was added to in the mid-1970s, in relation to the newfound 

prosperity o f the farming community, one o f the exempt groups o f the 1960s. This led to 

tensions, which contrasted Ireland with the rural-urban alliances that underpinned 

Scandinavian social democracies and c o r p o r a t i s m . T h e  increased PAYE burden 

coincided with the unprecedented prosperity o f the largely non-taxed farming community, 

following accession to the EEC. Completely exempt from income tax from 1969, with only 

a tiny minority liable previously, ' total farming incomes rose by almost 140% in 1973- 

78; this compared with 154% for employee incomes, divided among a much greater 

number.^'^'* Farmers meanwhile continued to enjoy extensive subsidisation and welfare 

nieasures, such as rural dole, medical cards, rates relief, farm grants, and free school 

transport, financed by PAYE revenues. "
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Following EEC accession in 1973, the trade union expectation was that farmers would
2^6begin to pay a fair share o f  income taxation, ' particularly as much of the rise in farmer 

incomes was attributable to higher food prices under the Common Agricultural Policy 

(CAP); these inflated the Consumer-Price-lndex, and consequently wage claims. Given 

these effects, the Coalition felt it right farmers be placed ‘comprehensively within the tax 

net on the same basis as the rest o f the com munity’, regarding such a move, by easing 

tensions, as essential to ensuring acceptability o f  an incomes policy.^^* Finance anticipated 

persistent imbalance between agricultural and non-agricultural income tax rates was ‘likely 

to invite massive resentment on the part o f existing tax-payers... unjustifiable at a time 

when agriculture incomes are likely to increase steadily’ .

Progress on farmer taxation was slow, however; the 1974 Finance Act brought larger 

farmers, 8% o f the farming community (15,800), into the income tax net, compared with
7 AO80% o f wage and non-agricultural income earners. This meant that by 1976, PAYE 

workers paid £380m or 77.8% o f income tax, compared to £3m (0.6%) for farmers; if 

farmers paid the same proportion o f their income in income tax as the rest o f the 

population, they would have been liable for approximately £90m.^^^ Farmers meanwhile 

proved resistant to the idea o f  paying income taxation; a consistent argument throughout 

the 1970s was that farming was a business that needed capital to survive, develop and 

expand.^^^ Richie Ryan recalled farmers thinking they were ‘G od’s gift to the country’ and 

that they should be immune to taxation; they had an emotional rejection o f  taxation.^^'* 

ICTU leaders also complained to the Coalition ‘farmers with large incomes were going 

about openly boasting... they would not pay income tax’.̂ ^̂  While the Coalition stressed 

the limited room for manoeuvre, if  not outright crisis, in the public finances, the farmer
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taxation issue, and wider perceived tax inequity, was therefore focused on by ICTU at the 

Conference.

Ruaidhri Roberts rejected the Government’s use o f the term ‘crisis’ in relation to the public 

finances, noting ‘numerous issues omitted... which Congress felt... relevant’; namely a 

more equitable system o f personal and sectoral taxation; taxation o f farm ers’ incomes; 

differentiated treatment o f earned/unearned income; capital taxation; and concentration on 

domestic rather than foreign b o rro w in g .C o n g re s s  accordingly rejected cuts in social
267services, calling instead for a ‘more just tax structure’. The slow pace o f farm tax reform

also became a breaking point at the Conference; ICTU demanded redistribution o f farm
• 268 incomes, with the Coalition committing itself to examination o f  this matter. Congress

also deemed the proposed tax allowances insufficient, which they argued ‘would be eaten

up by fiscal drag’, therefore undermining the objectives o f protecting living standards;^^^

ICTU ’s demand was for £70m in tax allowance increases.

C 'one I us ion

Following breakdown o f the Tripartite Conference in late 1976 the ELC was reconvened, 

finally arriving at a 2 phase 14 month agreement in February 1977, and ratified by ICTU 

unions soon after; this gave a wage increase o f  about 9.5%, contained an initial three
2 7 1month pause, and many o f the restrictive clauses contained from 1976. Ratification 

meanwhile was against the backdrop o f the 1977 Budget, effectively an election Budget by 

the Coalition, which enhanced the Conference package with personal tax reform, £50 

million in tax allowance increases. £56m in job-creation measures, food subsidy and social
272welfare increases, and increased farmer taxation. This complemented the Conference’s 

introduction o f the concept o f an integrated pay policy, underlining the links between 

taxation, incomes, investment, and vitally, job-creation. Importantly for Irish economic 

recovery efforts, however, the 1977 NWA also coincided with declining Irish inflation 

(13% in 1977), as Sterling strengthened on international markets, and imported inflation
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eased. This contrasted the Coalition’s final year with the immediate aftermath o f the First 

Oil Shock, during which it sought orderly wage restraint.

While there existed elements within trade unionism sympathetic to the broad approach 

required for economic recovery, the period’s volatility, especially in imported inflation, 

undermined efforts to shift the perspective o f an adversarial trade union movement from 

traditional short-term interests; preservation o f worker living standards consequently 

dominated the movement’s approach to the crisis, at the expense o f wider considerations. 

The crisis in the public finances meanwhile suggested a further obstacle to pay policy’s 

explicit linking to wider economic considerations, even into the less volatile period o f the 

later 1970s. The inequitable legacy o f public expenditure’s rise during the 1960s, and the 

narrow and inflationary tax base on which it fell, only intensified during the mid-1970s’ 

high inflation, with trade unionism demanding a considerable easing o f  its own tax burden 

but also maintenance o f existing levels o f public expenditure. With limited room for 

manoeuvre in the public finances, and Government efforts to stimulate economic growth, 

this was a major complicating factor in the suspension o f distributional conflict and greater 

economic co-ordination into the later 1970s.
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Chapter 5- Fianna Fail, the Unemployment Crisis, and 
Irish Trade Unionism, 1977-79
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Chapter 5- Fiaima Fail, the Unemployment Crisis, and Irish Trade Unionism, 1977-79

It was against the background o f the crises o f the m id-1970s that the much criticised 

Fianna Fail administration o f  1977-79 was elected. The stated policy priorities o f that 

Government, however, were informed by those crises, and one element in particular: 

unemployment. Intensified by rapid population growth, unemployment was the most 

visible and daunting o f  the challenges facing policy m akers in 1973-79. and became the 

centrepiece o f the Fianna Fail administration’s drive for economic recovery. The latter 

sought, in the context o f a five year drive for full employment, to definitively co-opt trade 

unionism to wage moderation and a consensual framework, within which the economic 

crisis could be tackled in a more co-operative and effective manner. Its means o f  pursuing 

this goal, however, described at the time as highly unorthodox, were undermined by 

several developments o f the late 1970s: conflation o f the economic strategy with Fianna 

Fail’s election objective; and the impact o f both this and the re-emergence o f rapid growth 

on the longstanding, inter-competitive trade union movement and prevailing distributional 

conflict. This revived the crisis for centralised bargaining averted in 1974, undermining 

trade unionism’s capacity for sustainable national co-operation. This crisis was in turn 

averted only by the intervention o f the Second Oil Shock, which lowered expectations, and 

ended prospects for sustained recovery on which Irish hopes rested after 1973.

The Unemployment Crisis and Population Growth

The extent o f the 1970s unemployment crisis, and the influence o f  that decade’s rapid 

population growth, have been treated elsewhere.' Several aspects o f the crisis, however, 

can be highlighted in the interests o f contextualising its perceived dangers in the eyes o f 

Irish policy makers. 1960s growth and prospective EEC accession had led to hopes that the 

problem o f unemployment and involuntary emigration, which had plagued Ireland since 

independence, might have some prospect o f  resolution. With falling emigration (an
2 3average 13,500 a year in 1961-70), even net annual immigration from 1971, there
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emerged a widespread belief the Irish econom y should now provide jobs  at home.'* 

Enhanced confidence in the Irish econom y was followed by rapid population growth, far 

outstripping that elsewhere in the E E C /  Ireland’s average rate o f  population growth in 

1973-79 was 9.5%  compared with the E E C -9 ’s 1.4%;^ the Irish population grew from 

2.818m in 1961 to 3.443m in 1981.^

A difficulty for Irish policy makers, however, was the basis on which this new confidence 

and growing population rested, with increasingly insecure growth by 1970, and 

unsustainable economic trends. This again contrasts Ireland with the more successful 

European corporatist States, whose more disciplined and consensual approach was 

com m only forged in post-war reconstruction. Easy growth helped underpin Irish society’s 

‘comfortable conservatism’, a role fulfilled by the convenience o f  emigration in previous 

decades, and in which living standards were enhanced not through economic development 

but e m ig ra t io n .A b se n c e  o f  an increasing population, a 1950s Com m ission on Emigration 

argued, had removed pressure for radical economic and social reform. Emigration was seen 

as providing the remaining population with a ‘reasonably satisfying standard o f  living’, 

facilitating an ‘acquiescence in conditions o f  underdevelopment which are capable o f  

considerable im provem ent’.'̂  As l.ee has written, this helped channel ‘potential resentment 

o f  the disinherited out o f  the country’.'*̂ ’

This accounted for em igration’s description as a ‘safety valve’ in mid-tw^entieth century 

Ireland, ‘absolving’, as Central Bank Governor Charles Murray stated, ‘those fortunate 

enough to remain at hom e o f  facing up to the full economic and social consequences o f  the
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com m unity’s failure to provide adequate employment opportunities’."  In the wake o f  the 

First Oil Shock, however, potential for pressure emerged. By ending the era o f  full 

employment in most Western economies, the shock closed o ff Ireland’s traditional 

emigration outlets. Ireland’s major post-war outlet, Britain, was itself in the throes of 

economic and monetary crisis by the mid-1970s. It was no coincidence Irish net 

immigration and rising unemployment in the early 1970s coincided with the start o f  these 

difficulties;'^ as Walsh noted, Irish population growth was a ‘consequence o f  either 

domestic prosperity or British adversity’.'^

This in turn influenced the fears emanating from the m id-1970s crisis. Labour observed in 

1977 how population growth created a public ‘mood o f anxiety and unease about the 

future’.''* Richie Ryan also remarked in 1976 how the “Fianna Fail ‘safety valve’” was 

unavailable to his Government.''^ He pointed to how the option o f  choosing between higher 

living standards and more jobs was no longer available: ‘we have to fend for ourselves’.'^

The emergence o f economic crisis meanwhile coincided with quantification o f the 

employment challenge by economist Brendan Walsh, in a 1975 NESC report. Projecting 

forward demographic trends from the 1971 census, Walsh found a net 28,000 annual job 

requirement, unprecedented in independent Ireland, was needed if  full employment (4% 

unemployment) on the basis o f minimal emigration was to be achieved by 1986.'^

Independent Ireland’s largest boom, from 1972-74, saw annual non-agricultural 

employment growth o f  only 12,000-13,000.'^

The extent o f  the unemployment crisis, and restricting o f the emigration outlet, was 

presented by policy makers as requiring that Ireland face up to the responsibilities o f

“T he C hallenge o f  Full H m ploym ent- Talk given by the G overnor, M r C l I M urray, to  the M aster G uilders ' A ssocia tion  on 24 
N ovem ber 1976” , in C entra l B ank o f  Ire land  Q uarterly  B ulletin- G eim hreadh 1976. p .63
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W alsh. B rendan, Som e Irish Population  P rob lem s R econsidered. The Econom ic and Social R esearch  Institute. D ublin. 1968, pp.28/9 
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econom ic independence. Labour’s B rendan  Corish described it as a ‘situation so 

poten tially  serious’ there was a need to  ‘struggle for a generation’.''^ The pressure o f 

population  grow th was clear in 1973-79, w hen despite a rise in total em ploym ent from 

1,057,000 to 1,100,000, this was insuffic ien t to reduce u n e m p lo y m e n t.N E S C  

significantly  observed that projections at any tim e from independence w ould have 

correlated  w ith those o f Walsh.^' T he challenge im portantly w as also view ed as having

potential for social unrest. Em igration, even during the 1960s, had traditionally rested on
22the 15-24 age group, around 70%  o f  its  total. This in turn was seen as contributing to

23Irish soc ie ty ’s traditional conservatism . Population growth, how ever, increasingly 

w eighted Ireland towards the young, w ith 50%  o f  the population under-25 in 1977.^"*

Irish youth w ere seen as participating in the post-w ar phenom enon o f  higher expectations 

and educational levels,^’̂ reflected in the international student m ilitancy o f th e  late 1960s.^^ 

For econom ist Kieran Kennedy these higher expectations distinguished Irish youth from 

previous generations, ‘who w ent aw ay in a docile fashion never questioning the rights and 

w rongs o f  unem ploym ent’.̂  ̂ L abour’s Brendan Corish explained in 1976 the im plications 

o f  this trend. Ireland was being ‘re -b o rn ... Our young people are stay ing ... challenging 

this soc ie ty ... saying 'w e  d o n 't want to leave. G ive us w ork and the right to work here... 

m arry here and... raise our children here. That challenge has never been issued in this w ay’. 

For Corish there had been passive acceptance o f  em igration in previous generations, a 

rejection and refusal to provide part o f  the population with ‘work... security... hope...

19
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dignity’: ‘To our shame over a million people were forced to leave these shores because, 

for them, there was no place within Irish society. We all share in that shame because each 

one o f  us tolerated the use o f  emigration as a substitute for the creation o f  em ploym ent’.̂ **

The prospect o f  heightened unemployment in turn gave rise to fears, general to Western 

econom ies after 1974, o f  social unrest. The youth cohort was hardest hit by the economic 

crisis throughout the OECD, with labour market structure, job  protection policies, and 

employer reluctance to hire inexperience frustrating their entry to active employment.

The OECD voiced fears persistent joblessness would generate lack o f  social identity, 

alienation, and destabilise Western eco n o m ies.E u ro p ea n  Commission President Roy 

Jenkins feared damage to the well-being o f  m illions, the morale and motivation o f  a whole 

generation o f  young people, and to social stability and consensus.^' The 50% o f  the Irish 

population under-25 in 1977 represented 28.2% o f  the labour force,^^ o f  which 44% were 

unemployed; this compared with an EEC average o f  38%.^^

In Ireland meanwhile a Central Bank official spoke o f  a consensus among commentators 

that the Irish economy was ‘at a crossroads’, that ‘mounting unemployment would be 

socially disruptive and... lead to crime and violence on an unpredicted scale’. T h e  

Coalition’s Michael O ’ Leary also warned o f  unemployment levels that would ‘seriously 

threaten social cohesion’, w h i l e  prominent Coalition 7'Ds feared revolution and 

anarchy;^^ NESC meanwhile observed o f  unemployment that ‘even a continuation o f  the

28
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present level could have serious social and political im plications’.'̂ ’ Brendan Corish 

sum m arised the challenge posed to Irish society, one o f m oderation and sacrifice. He asked 

w hether new  Irishm en and w om en w ould  be w elcom ed into Irish society, ‘or are we so 

hardened and ind iffe ren t.. we will expel them  from  our shores as we have done before? 

Are we ready to take the new  econom ic m easures that will perm it them  to stay?’' Failure 

o f  sectional interests to change m eant ‘in the absence o f em igration there will be such 

social chaos... it could destroy the very  foundations o f  our dem ocracy

Fianna Fail, I  he unemployment Crisis, and the 1977 General Election 

It w as against the background o f  th is crisis that Fianna Fail developed its policy platform  

for the 1977 G eneral Election. The party narrow ly lost office in 1973, w hich elem ents had 

w elcom ed as an opportunity, after 16 years in office, to rebuild and rejuvenate, 

organisationally  and in policy terms.'**’ Fianna Fail’s tim e in opposition from  1973, 

how ever, w as characterised by struggle, with rudderless parliam entary perform ances, low 

m orale and grassroots unrest, d issatisfied with the party’s tackling o f  the C oalition  on the 

econom ic crisis."*' I 'he  party ’s struggles, how ever, were m ainly influenced by divisions 

over N orthern policy, a legacy o f  the 1970 Arm s Crisis. The view  o f  the party leadership 

on N orthern Ireland, and particularly  Jack Lynch, was not d issim ilar to that o f  the 

Coalition. Lynch saw  his prim ary duty to the people o f  the Republic, and protection o f  

Southern grow th and prosperity.'*^

This m atched the inclination o f  the Southern electorate, largely partititionist in outlook, 

and w eary o f  the Troubles in the 1970s;‘*̂  while Irish unity was w idely accepted as an
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objective, there were considerable public reservations in light o f continuing violence in the
44North. The British embassy observed how ‘old com forting beliefs, which could put the 

blame always on Britain, are now generally seen to be discredited myths’, and a ‘sure 

recipe for chaos’. I n  opposition, however, the moderate Lynch line on Northern Ireland 

came under strain, with Fianna Fail traditionalists voicing increasingly hard-line 

sentiments after the collapse o f  Sunningdale,''^ and forcing adoption o f a more hard-line 

Northern policy statement in late 1975, which called for a British declaration o f  intent to 

withdraw. During this period Fianna Fail leaders were fully aware o f the N orth’s electoral 

toxicity, and o f the party’s vulnerability on the issue.

Exasperation with this internal trend drove Lynch to consider resignation in late 1975,"*  ̂

while he sought to tackle the relapse in early-1976, warning ‘he would no longer tolerate in 

the party generally any more ambivalence in relation to the N orth ... If  we are to win the 

next general election, this is to stop now and also all this cloak and dagger messing about
48  • •the party leadership’. The extent o f the economic crisis o f  the mid-1970s, however, and 

the Coalition’s failure to chart a clear strategy for economic recovery, provided the party 

an opportunity to carve out territory from which it could re-establish a more positive 

political identity or rallying point in advance o f the 1977 election, in keeping with what 

were the electorate’s major concerns during the 1970s; bread and butter issues such as 

inflation, and importantly, unemployment.'*^ Fianna Fail initially presented its strategy for 

tackling the economic crisis in September 1976, in advance o f  the C oalition’s Green Paper, 

and an expected Coalition effort to exploit Fianna Fail’s vulnerability on the North, 

through the calling o f a snap election and a campaign run on a law and order ticket.*'*’

Fianna Fail’s tactic was a means o f maintaining the electorate’s focus on the Coalition’s 

perceived failure in tackling the economic crisis. The strategy docum ent, entitled ‘The 

Economic Emergency’, along with the eventual Election Manifesto, instead employed

NAI DT 2004/21/3, “ In tcr-D epartm cntal U nit on N orthern  Ireland- Interim  R eport on C ouncil o l 'lre la n d , .lune 1973” , p .6 
Ibid
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language and policy objectives that reflected a self-perception o f  Fianna Fail as the party o f  

national developm ent. It identified itse lf  w ith resolution o f the unem ploym ent crisis, the 

ending o f  involuntary em igration, and a five-year drive for full em ployment.'^' The party 

presented th is as conclusion o f  the w ork begun by Fianna Fail during the 1960s, but 

disrupted by Coalition m ism anagem ent; as its 1977 Election M anifesto, ‘A ction Plan for 

N ational R econstruction’ explained, the greatest threat lay ‘in the econom y ... Failure to 

find w ork for our people will revive the old evils o f  em igration and s tagna tion ... Fianna 

Fail had overcom e in the 1960s’.''’̂

V iew ing the unem ploym ent, inflationary and indebtedness crises as the ‘m ost serious 

econom ic challenge since the foundation o f  the S tate’,' Fianna Fail aim ed to avert the 

‘present drift to econom ic d isaster’, and get the econom y ‘back on the road to prosperity on 

which we w ere travelling up to M arch 1973’.'̂ '* Rather than view ing population grow th as a 

threat m eanw hile, the party instead view ed it as a benefit. C h ief architect o f  Fianna Fail’s 

strategy to com bat the econom ic crisis. Jack L ynch’s econom ic adviser in 1970-73, M artin 

O ’ D onoghue, highlighted the progress o f  the 1960s as having proved em igration and 

unem ploym ent could be overcom e by Irish efforts; on population grow th, he contended 

‘this wave o f  vibrant youth represents the first real opportunity in about tw o centuries to 

unleash a dynam ic thrust to our national developm ent’.̂  ̂ I'he prosperity  that was to em erge 

was in turn to advance the longstanding Fianna Fail goal o f  national unity, by contrasting 

Ireland w ith a then crisis-hit British econom y; one Fianna Fail spokesm an sum m arised the 

approach: ‘M aking the O rangem en Green with envy!’*'̂

Martin O ' Donoghue and the Manifesto Strategy^

The Fianna Fail strategy for tackling the econom ic crisis was largely the w ork o f  M artin O ’ 

Donoghue, w ho after Fianna Fail left office in 1973 becam e the party ’s econom ic ‘guru’ in 

opposition; follow ing the party ’s re-election he oversaw  im plem entation o f  the strategy in 

Governm ent, serving as M inister for Econom ic Planning and D evelopm ent in 1977-79. O ’

See the 1978 liconomic Green Paper Development jo r  Full Employment. Stationery' Office. Dublin, 1978 
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Donoghue’s basic approach did not differ markedly from that o f  the Coahtion. As was 

explained in the main economic strategy published in Septem ber 1976, at its heart was the 

curbing o f inflation and wage moderation, enhanced competitiveness, maximising o f  

investment, and acceleration o f export-led growth. He also stressed the need for 

partnership between Government, public and the social partners,^^ later remarking full 

employment within five years required unprecedented job  creation, which could ‘only be 

done by a wholehearted and dedicated effort from all sections o f  the community’.̂ *

It was the manner in which this strategy was pursued, however, that made it unorthodox, a 

description acknowledged by its author, and which gained it notoriety. In the 1977 

Manifesto O ’ Donoghue’s strategy was described as a ‘crash programm e’ to boost 

industrial and agricultural expansion, get the economy moving again, and create new jobs 

and opportunities.*’*̂ This, however, involved rejection, at least in isolation, o f both 

increased public spending, and belt-tightening or deflation. Fianna Fail was critical o f the 

Coalition’s deficit budgeting approach o f 1974/75, O ’ Donoghue recalling ‘any fool can 

spend money’, but you may end up with the same or bigger problems at the end. '̂* What 

was important in his view was how public expenditure was used, preferably to boost 

sustainable growth and lower prices. With Ireland’s high import propensity, his strategy 

described increased spending as unsuited to Irish conditions, promising only modest Irish 

output and income increases, negligible effects on inflation, import increases, and lesser 

savings and taxes from which to reduce the deficit and national debt: a ‘recipe for long 

term economic disaster’. '̂

Belt tightening or deflation, while eliminating the current deficit and moderating inflation, 

was also rejected as having little effect on employment, which threatened to rise to 150,000 

and leading to no increases in investment funds for industry: ‘For those fortunate enough to 

have work, there would be no improvement in living standards because the whole o f the 

modest rise in output would go to the Government in higher taxes to eliminate the budget
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58
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defic it’. I n c r e a s e d  taxes for those em ployed, reduction o f living standards, or a standstill 

in expenditu re , threatened ‘untold dam age to the fabric and structure o f  Irish life’, leading 

to a ‘great new  wave o f  em igration’ w hen coupled with the international upturn: ‘not 

unusual’ under a Coalition but ‘to ta lly  unacceptable to Fianna Fail’ .̂  ̂ C urbs on incom es 

and tem porary  reductions to boost exports, w hile partly beneficial, w ere sim ilarly seen as 

depressing hom e m arket spending pow er, m aking an insufficient breakthrough on 

em ploym ent.

O ’ D onoghue instead favoured an approach described as com bining the better elem ents o f 

increased spending and belt-tightening: what he described in 1978 as a sim ultaneous attack 

on unem ploym ent and inflation ‘designed to set the country onto a course o f  rapid 

econom ic g row th ’.̂ *’ I'he  curbing o f  inflation and wage m oderation w ere the core, ‘belt- 

tigh ten ing’, elem ents o f  this approach. W ith union insistence on full protection o f  living 

standards, evident during the C oalition ’s term . O ’ Donoghue instead proposed the trading 

o f  increases in incom e tax allow ances, and additional tax reductions, tasked w ith 

preserving living standards, for w age restraint. This involved tax cuts to talling £160m  in 

1977/78: incom e tax allow ance increases o f  £66m , £1,100 to £1,730 for m arried couples 

and a £200 increase in the single allow ance to £865; and more controversially , abolition o f  

dom estic rates and car-tax up to 16 horse-power.^^ This m eans o f  dam pening dow n wage 

inflation recalled Fianna Fail’s approach in 1974, when it called for the use o f  tax cuts and 

consum er subsidies to break the ‘escalator clause’, as well as indexation o f  tax allowances 

as a counter-inflationary device.

These concessions were to be traded for a nom inal 5% rise in the 1978 National 

A greem ent, w hich were to protect if  not improve w orker living standards, halve inflation 

from  13% to 7%  in 1977/78, and reduce costs and prices.^** O ’ D onoghue later w rote, 

how ever, o f  the 5%  as not necessarily a strict guideline, but an instance, as in 1970, o f  

pointing unions in the right direction, intended to change the context in w hich negotiations

Ibid. p.4 
Ibid, p.5 

“  Ibid, p 9 and p 12

NAI DT 2010 /53 /688 , “ A ddress given  the M inister for [-xononiic P lanning and D evelopm ent, Professor M artin O ’ D onoghue TD, to 
the  A nnual D inner o f  the S ociety  o f  the Irish M otor industry, at the Burlington I lotel. D ublin , 19"' .lanuary 1978” , p .2 

NAI ICTU R ecords Box 400, “ Irish C ongress o f  Trade Unions- Statem ent on B udget 1979- 13 I'ebruary 1979” , p .8

NAI DFIN 2005/9 /196 , “ D ail l-'ireann- N otice  o f  am endm ent to m otion. 13"' I 'ebruary  1974"; UCC BL/PC/.II. Box 9, “ I'inance- 
rapporteur M artin O ' D onoghue '', p.4. in "W ork ing  Papers for I'ront Bench S pokesm en " ((ireen  I'o lder) 

f-'ianna F ail G enera l E lection  1977 M anifesto - A ction  Plan fo r  N ationa l Reconstruction , p.6
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p ro c e e d e d .T h is  approach was in turn to ease what a 1978 Fianna Pail economic Green 

paper acknowledged was a ‘fundamental change in attitudes’ on the part o f trade 

unionism.^*^ This was in the context o f a broadly liberal econom ic approach, with an 

emphasis on encouragement o f the private sector advanced throughout Fianna Fail’s time 

in opposition. This was implicit in the Manifesto com m itm ent to relieving the personal and 

company tax burden, to ‘restore some o f the incentive to work... and invest’, assisting 

survival in a ‘more competitive international clim ate’. '̂

Fianna Fail policy statements in 1976-78 stressed the trade-off between income moderation 

and employment, while acknowledging their complex relationship; private firm 

competitiveness at least in the short-term relied on relative pay and productivity growth. 

With living standards secured and high economic growth projected, those in employment 

were asked to accept a slower rate o f increase in their standard o f  living in a period o f rapid
73growth, to permit real increases for all. National Agreements were supported, but only on 

terms which would not ‘exclude from active employment the many thousands o f  Irishmen 

and w om en... who seek worthwhile careers in Ireland’.M o d e ra t io n  was stressed in the 

context o f slower international growth and continuing reductions in worldwide inflation,^^ 

and the need for an improved Irish industrial cost structure. In the interests o f  market 

capture and maintenance, income increases could not exceed the average industrial 

increases in competing economies.

Importantly, as a 1978 Government Green Paper explained, part o f the new growth was to 

be channelled in such a way ‘to fund employment in private or public sectors’, by directing 

a greater proportion o f national income into investment.^^ This was in a context in which 

employee incomes had increased their share o f total domestic income from 60-67% in 

1970-77, while non-agricultural profits and other non-employee incomes dropped from 20-

O ' Donoghue. Martin, Pubhc Policy Making: The Uneasy Case o f  Political Ixonom y', p. 11 (Martin O ' Donoghue Papers); O ’ 
Donoghue interviews

Development for Full EmploymenI- Laid by the Government before both Houses o f  the Oireachtas June 1978, Stationery Office, 
Dublin, 1978, p.6
”  Martin O ' Donoghue Papers- The 1-conomic Kmergency- The I'ianna Fail Proposals September 1976, p. 17 

^^Ibid. p.88

Donoghue interviews
”  Martin O ' Donoghue Papers- I'he Ixonom ic Fmergency- The I'ianna I'ail Proposals September 1976, p 21 
”  NAI IC riJ Box 399 National Wage Agreements 1976-1977-78, Wage Talks 1977-78 folder "M artin O ' Donoghue to John Mulhall. 
President ICTlJ, 29"' November 1977"

i 'ianna Fail General Election 1977 Manifesto- Action Plan for National Reconstruction, p.30

Dai! Eireann. 28"' June 1978, col. 208,‘i; Development for Full Employment- Laid by the Government before both Houses o f  the 
Oireachtas June 1978. Stationery OITice, Dublin. 1978. p.89
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18.3%.^^ In 1976 O ’ Donoghue attributed lack o f  private sector expansion not solely to 

recession but also a ‘climate o f suspicion if not outright hostility which surrounds the 

making o f profit’, the ‘reward for past enterprise and source o f finance for future 

ventures’.T h r o u g h  establishing an optimum environment for private sector expansion.

wage m oderation was to encourage private sector confidence and investment, with ‘esteem
80for enterprise’ central to the M anifesto strategy.

Economic growth, the Manifesto explained, was to make resources available to maintain 

real incomes and provide modest increases, but this depended on investment requirements: 

‘hicome earners must be prepared to co-operate in order to assure the level o f job 

creation’.*̂ ' This approach was supplemented in the Manifesto by several other measures, 

indicative o f  an increased spending approach, designed to prove to trade unionism the 

Governm ent’s bona fides on tackling unemployment, and maximising employment 

creation. With an expected time-lag in any private sector employment pay-off,^^ a direct or 

public sector employment creation programme was implemented in 1977/78, comprising 

20,000 jobs costing £100m, encompassing infrastructural investment (£30m on building 

and construction, a sector heavily hit by unemployment);*^^ youth employment schemes 

(£20m);**^ and recruitment o f public servants in areas o f urgent need (£50m), such as 

Gardai to tackle increased urban crime, and teachers to address school overcrowding. '

I'he strategy also committed to reducing the social insurance stamp for all workers on less 

than £50 a week, making additional recruitment more attractive for labour-intensive 

employers, and to maintaining the real value o f welfare benefits’.**̂ Stimulated by lower 

costs, an active programme o f import substitution to help Irish production and employment 

(a Buy and Sell Irish campaign), and generate an additional 10,000 jobs, was also 

proposed. This aimed to switch 3p in the £ to Irish produce within 3 years through greater

78
NAI DT 2007/116/438, '’Kniployer-l.abour Conference Working Party- l-jnployer Response to ICTU Presentation o f  24 November 

l977’'-p ,2
Also see NAI DT 2006/133/586, 'T ripartite Conference on Monday, 27 September 1976- Speaking Notes for Minister- Agenda Item I: 
Ixonom ic Prospects” , p.3
”  O ' Donoghue, Martin, "W hat policy for enterprise?” . Business and Finance. 22'"’ .luly 1976. p. 10 
80 Fianna Fail General Election 1977 Manifesto- Action I’lan fo r  National Reconstruction, pp. 1 -2
p i

Ibid. p.30
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Fianna Fail General Election 1977 Manifesto- Action Flan for National Reconstruction, p.7
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National Heonomic and Social Council, Statistics for Social Policy. Stationery Office, Dublin, 1975. p 30
84 Martin O ' Donoghue Papers- The Kcononiic Fmergcncy- I he l ianna Fail Proposals September 1976, p 16 
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consumer and retailer awareness, and elimination o f  tax or administrative arrangements
87that put Irish goods at a disadvantage vis-a-vis imports. Described as ‘vital’ to the 

strategy, this was also tasked with easing strain on the balance o f paj ments at a time o f 

rapid growth.****

The Fianna Fail Government and private sector expansion

This strategy was outlined in the paper published in September 1976. and in truncated form 

in the election Manifesto o f June 1977. Once elected to Government, the Fianna Fail 

administration meanwhile undertook further measures designed to facilitate maximum 

private sector expansion and investment, and by implication economic recovery. The 

wealth tax, the introduction o f  which was opposed by the party in 1975/76, was abolished 

in the 1978 Budget; Jack Lynch asked ‘was there ever a crazier prescription for a country 

suffering from chronic underinvestment and unem ploym ent?’**̂ The Corporation tax 

burden on domestic industry was also considerably eased, with a low corporate tax regime 

for Manufacturing industry operative from 1981, while, significantly, given Sterling’s 

destabilising impact from the late 1960s, Ireland also acceded in 1979 to a more 

disciplined, stable and less inflationary exchange rate regime, the European Monetary 

System, to which greater income discipline was central.*^^

George Colley explained in the 1978 Budget how business was expected to make the most 

o f this environment, with competitive labour costs accompanied by ‘imagination in 

meeting the requirements o f the market... development o f new products... energetic 

selling... diligence in the maintenance o f  quality and continuity o f supply and... investment 

in plant and equipment’, and use o f  increased profits in ‘productive investment and job- 

creation’. There was no place for ‘socially irresponsible waste and conspicuous 

consumption’, with a need for business creativity ‘if  we are to solve our economic 

problems’. Producers had to ‘grasp the opportunities’ Government was throwing open to 

them, exploiting the advantages flowing from enhanced competitiveness and reinvesting

87
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rising profits to raise investment and output; business had ‘to develop... a Iceen sense of 

responsibility in relation to the overriding need to create more jobs and reduce 

unem ploym ent’ '

The Econom ic Strategy’ and Public Finance

It was the m ethod o f  financing this economic strategy, however, outlined prior to the 

election, which made the Fianna Fail proposals controversial. To finance the tax-cuts and 

direct em ploym ent programme, the strategy proposed a one-time hike in the Exchequer 

borrowing requirement to 13% o f GNP (£82 Im), with a phased reduction from 1979. 

Fianna Fail had criticised the Coalition’s current borrowing, and consequent 

in d e b te d n e ss .B y  the later-1970s meanwhile, the debt crisis was looming. The Coalition 

reduced borrowing to 10.1% by 1977,*^  ̂ but 87% o f the State’s foreign debt fell for 

redemption in 1977-83;'^'' debt servicing as a percentage o f taxation also rose from 13% to 

21% in 1971-78, while annual borrowing repayments increased from £50m to £130m in 

1978/ 79 .̂ "̂

In the context o f the unemployment crisis, however, and in keeping with O ’ Donoghue’s 

stress on the use o f public expenditure, the strategy described borrowing compared with 

inflation and unemployment as the ‘lesser o f the economic evils now confronting us’, 

stressing the ‘choice o f  priorities in tackling our economic ills’. It targeted, however, the 

use o f borrowing for productive purposes, ‘unlike the fruitless debts o f  Coalition’,'̂  ̂which 

could ‘in future years provide us with higher incomes from which we can eventually pay 

our bills’.F o l lo w in g  the 1977 election the EEC was consulted on a temporary deviation
98 •from the 1976 Community loan conditions; it was envisaged in the September 1976 

paper that the borrowing requirement would be gradually reduced by economic growth,

Dail Eireann. 1" I'ebruary 1978, cols.392-94
92
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93

National [xonom ic and Social Council, Comments on Development for hu ll Employment. Stationery Office, Dublin, 1978, p. 15
94

NAl DT 2007/116/432, "M emorandum for the Information o f  the Government- I’ropo.sed .lapane.se Yen Board Issue, 21 April 
1977”, p.2

NAl DT 2008/148/194, “Memorandum for the Government- Public lixpenditure in 1979-21" Mean Fomhair 1978”, p 6; NAl DT 
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higher tax receipts, and a reduction and reorientation o f  public expenditure towards more 

productive purposes, particularly those that aided employment creation.

This reorientation o f public expenditure, albeit significantly one not detailed until after 

Fianna Fail’s election, recalled the approach outlined by Richie Ryan; this was described 

by a June 1978 Green Paper as consistent with the goal o f  full employment ‘within a 

framework o f fiscal responsibility’. O ’ Donoghue’s approach to social development 

echoed Ryan’s, in stating there was ‘no satisfactory resolution o f the many social problems 

in our society if  we are not in a position to offer adequate work with sufficient continuity at 

reasonable income levels to a ll... who seek it’. As unemployment gave rise to many social 

problems, crime and vandalism, home and marital difficulties, and drinking problems, its 

resolution represented a ‘major step forward in easing the many other social problems in 

our society’. P r o d u c t i v e  and infrastructural investment, which in turn would encourage 

and support job creation, was seen as the overriding social objective; this was to include an 

accelerated road investment programme, telecommunications, and sanitary services.

The reorientation was detailed in the June 1978 Green Paper Development for Full 

Employment. Despite increased em ployment’s promised reduction o f the social welfare 

bill, the reorientation, combined with an increase in debt servicing, ruled out the 

simultaneous rapid development o f  other services;''’̂ current expenditure rose from 30.2% 

o f GNP in 1971/72 to 36.5% in 1977, and 40.3% in 1979.’*̂'* Instead the Fianna Fail 

Government committed to controlling social spending and public expenditure generally, 

while ensuring the level o f public services were at least maintained for those who 

genuinely needed them, despite a growing population.'®'’ This saw more selective or 

targeted public service provision proposed, and the securing o f a greater proportion o f 

service costs from those who directly benefited through user charges.
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The Green Paper highlighted plans for greater selectivity in provision o f  universal 

ch ild ren ’s allow ances, stabilisation or decrease in the numbers eligible for free health 

service provision, an increase in Third level fees to ease the Exchequer contribution to 

university  financing, and phasing out o f  circular transfers, such as the consum er subsidies 

introduced in June 1975.'^^ It proposed taxation ’s share o f GNP would rise slightly, from  

31%  in 1978 to 34.5%  in 1980,'^*^ while the strategy also aim ed to reduce current 

expenditu re’s share o f  G N P from 37-38%  in 1978 to 35% in 1980, and overall expenditure 

from  50%  to 48% ; this entailed a sharp drop in the current budget deficit from  6.5%  to 

0.5%.'^'^ This reorientation was central to the econom ic strategy. As O ’ D onoghue noted to 

C abinet in M ay 1978, failure to raise grow th and living standards w ould ‘in the long run 

reduce the total incom e available to  the nation and thereby the part available for social 

im provem ent’."®

This greater and m ore rational control o f  public expenditure was to be facilitated by an 

em phasis on econom ic planning, and establishm ent in 1977 o f  O ’ D onoghue’s D epartm ent 

o f  Econom ic P lanning and Developm ent, as an overall policy co -o rd in a to r.'"  This was 

aided by holding o f  a partial census in 1979."^ Tasked with liaising or ‘setting the to n e ’ 

w ith the social partners, and charting the econom y’s progress to its econom ic targets, the 

‘planning cyc le ’ the Fianna Fail adm inistration sought to introduce through publication o f  

periodical planning docum ents, was to secure public understanding and support: ‘the final
113arbiters on the success o f  these planning efforts’.

The Fianna Fail Strategy’ and Irish Trade Unionism

The im plications o f  O ’ D onoghue’s strategy were outlined in the policy docum ents o f  

1976/77, and G overnm ent planning papers o f  1978. Projecting annual 7%  growth from  

1978, the strategy was seen  as spurring export-led growth, hom e m arket expansion.

D evelopm en t fo r  F u ll E m ploym eiil- L a id  b y  the G overm neiu  before both H ouses o f  the O ireachtas J une  1978, S tationery O fU ce, 
D ublin , 1978, chap ter 7 

“ ® lbid,p.73 

^°®lbid. p.84
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unprecedented employment creation, and permitting gradual reduction o f the Exchequer 

Borrowing requirement (see Table 1). As the Manifesto stated, ‘clear and decisive action 

can be taken to overcome unemployment and inflation. Fianna Fail will take that action, 

restore economic stability and confidence, lead the country back to work and give our 

young the chance to make their contribution to building a better future’."'^ Its success, 

however, was held to be conditional on realisation o f the strategy’s various assumptions. 

Several contemporary observers, as well as O ’ Donoghue, observed his care all along to 

say the economy’s capacity for the growth and employment projections relied on the 

fulfilment o f assumptions, such as a responsible approach to incomes;"^ if not, the ‘targets 

would certainly not be achieved, and no-one would pretend otherwise’."^

Table 1: Fianna Fail M anifesto Projections ( source: Fianna  F ail G enera l E lection  1977 M anifesto- A c tion  P lan
fo r  N a tio n a l R econstruction, p .9  )

1977 1978 1979 1980
1. Reduction in 
Unemployment

5,000 20,000 25,000 30,000

2. Reduction in 
Prices

1% 2% 2% -

3. Increase in 
Output

- 4% 3% 3%

4. Borrowing 
as % o f GNP

11 13 10.5 8

The interdependency o f the strategy’s various elements was therefore repeatedly stressed: 

wage moderation, an appropriate private sector response, and realisation o f the growth 

projections."^ O f the Buy Irish campaign for example, it was stated in the 1976 strategy 

document that the Government and citizens had to ensure the tax rebates and allowances 

were ‘spent in the way most likely to boost Irish employment... If  the massive tax cu ts ... 

are not so used, but are instead spent on imports then the G overnm ent... will have no 

choice but to restore the taxes to their former level’. This element o f conditionality led to 

depictions of the strategy as a high risk economic gamble. O ’ Donoghue him self described 

it in January 1978 as a ‘calculated risk... designed to set the country onto a course o f rapid

114
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^^^Ibid, p .6; M artin O ' D onoghue Papers- The l-conom ic H m ergency- T he I'ianna l-ail Proposals Sep tem ber 1976, p 16; NAI D T 
2007/148/429 "Speaking notes for Taoiseach for m eeting  w ith de legation  with Irish C ongress o f  Trade U nions in C ouncil C ham ber, 
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economic grow th’. Its success rested on meeting ‘with appropriate responses and efforts 

from all sections o f the Community’. '

On a further occasion in early 1978, O ’ Donoghue was also quoted as saying the Irish 

economy was “a group of white settlers surrounded by Red Indians on the prairie. The 

coalition’s policy had been to remain stationary. Fianna Fail favoured the gamble o f 

making a break for safety”, i n  this respect, one must ask how realistic was the Fianna 

Fail strategy (whatever its theoretical merit), with its emphasis on wage moderation and 

private sector profitability, particularly in seeking a 'fundamental change in attitudes’ on 

the part o f  Irish trade unionism? At the start o f the 1977 general election campaign, the 

Irish Independent similarly asked w hether Fianna Fail would ‘be able to give a convincing 

explanation as to why the economy should now transform itself from a rather staid family 

saloon into a sporty fast-moving racing car?’'^'

There appeared several immediate, practical difficulties with the Fianna Fail strategy as it 

emerged in 1976/77, albeit in an ostensibly more stable inilationary environment with the 

strengthening o f Sterling. Its emphasis on private enterprise, and the lack o f control 

proposed for non-wage incomes, meant it attracted immediate trade union scepticism. Soon 

after its re-election to Government, ICTIJ reaffirmed its belief that private enterprise was a 

failure ‘since the beginning o f the State’;'^^ a delegate to ICTU’s 1978 conference 

meanwhile derided Fianna Fail’s claim o f a ‘confident dynamic business class who, by
123some strike o f some economic w izard’s wand will pull 25,000 new jobs out o f a hat’, 

fhe later 1970s, meanwhile, further undermined the wages/employment trade-off and the 

benefits o f  private enterprise in the eyes o f trade unionists. The aftermath o f the Oil Shock 

was a period o f fundamental change in the world economy, as structural changes in

119
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industry towards greater capital intensity reduced the employment yield o f output 

increases.'^"*

This was reflected in Ireland’s recovery from recession in 1976/77, which, aided by

Sterling depreciation, was largely led by foreign capital intensive industries, rather than
12^more labour-intensive domestic firms which suffered high jo b  losses. ‘ Officials viewed 

the 1977 shortfall as a normal phenomenon in recovery from recession; output increases 

were achieved initially by taking up slack, overtime working, and higher productivity, with 

subsequent employment increases. Unemployment remained stubbornly high, however, 

as Irish industrial productivity rose by 10% in 1976, compared to EEC and OECD
I 7 7averages o f 7.5% and 8% respectively. The capital intensive shift this reflected was 

determined by Ireland’s price-taker status, and therefore competitiveness considerations; as 

Kennedy et al observed it was therefore ‘difficult to offer unions any tangible assurance... 

the fruits o f wage restraint will emerge in a greater growth o f  exports, output, investment 

and employment’.'^* This nevertheless reduced the slim prospects for wage moderation in 

a period o f renewed growth, 5% and 7% in 1977/78 respectively. The relative moderation 

o f  the 1977 National Agreement was secured on the argument that enhanced
129competitiveness and profits generated employment, which the subsequent employment 

pay-off was seen as undermining.'^^

In this context, ICTU explained union members did not see in the 1977 Agreement ‘any 

compensating advantages in the employment field to make up for the disadvantage 

accepted in the field o f incomes’.'^' The re-emergence o f rapid growth in 1977/78, further 

reduced the scope for moderation, with significant improvements in the incomes o f other 

sections o f the community, particularly profits (26%) and agricultural incomes (33-
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13235% ); w orkers viewed these as facilitated  by w age m oderation, dim inished living 

standards and insufficient em ploym ent i n c r e a s e s . T h e  national incom e distribution 

im plicit in a 5% rise, officials recognised, only perm itted other sectors to further increase 

their share o f  the national income at the expense o f  w o r k e r s . A g a i n s t  this backdrop 

C ongress considered there to be a ‘sound basis and justification for now sharing with 

w'orkers a substantial part of the increase in productivity which has occurred over the past 

two years’.

Economic Growth, renewal of the central/h)cal tension and electoral politics 

The greatest obstacles to the success o f  the Fianna Fail strategy, however, were the 

im plications o f  this renewed grow th w ithin the w ider trade union m ovem ent, and the 

expectations grow th gave rise to. Frade unionism ’s central-local tension, tem pered by the 

Oil Shock, re-em erged, although ICTU for its part continued reform  efforts throughout the 

1970s. seeking greater authority for the trade union centre. The National Coalition sought 

to aid these efforts, introducing an act in 1975 w hich rem oved some o f  the legal obstacles 

to federations or m ergers, and facilitated am algam ations and transfer o f  engagem ents 

through G overnm ent aid.'^^ C ongress m eanw hile considered a report on rationalising the 

m ovem ent, undertaken by a W est G erm an ILO official, w hich recom m ended appointm ent 

o f  an ICTU adviser on restructuring, holding o f  an international sem inar on trade union 

organisation, com m issioning o f  research into union benefit schem es, financing and 

adm inistration, and ITGW U and W U l negotiations on a m erger.'^^

An ITGW U m em ber o f  the tim e, how ever, recalled the exercise as attracting little

enthusiasm ; w orkers, irrespective o f  rank, developed a loyalty to the trade unions they
1

jo ined , and a resistance to change, especially involving surrender o f  autonom y. Larger 

unions such as the ITGW U m eanw hile renew ed a push for a broadened form o f  w age
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bargaining, to help secure members' living standards and job  s e c u r i ty .T h e  union’s John 

Carroll proposed a tripartite ‘national programme for national development’, a ‘total 

partnership’ approach, setting out emploj ment and social welfare priorities, and potential 

negotiation o f a wages policy, but not ‘at the expense o f ., wage e a rn e rs '.T ra d it io n a l  

national agreements were no longer deemed ‘relevant to the emerging situation in our 

economic and social affairs’.'"" These moves towards greater centralisation, however, were 

at odds with the pressures created by persistence o f union multiplicity, and renewal o f  the 

central local tension. Growth served to heighten worker pay expectations.

Significantly, Fianna Fail’s approach to securing its election was cited by trade union 

leaders as intensifying these expectations. This was a compelling criticism o f the 1977 

Manifesto. While it did contain an economic strategy, which had its theoretical merits, it 

was also a political programme tasked with securing Fianna Fail’s election to government; 

this was successful, with the party securing 50.6% o f the vote and the largest parliamentary 

majority (partly influenced by the counter-productive distortions o f the Tullymander) in 

Irish electoral history. Some o f the most notable tax concessions in the Manifesto, such as 

abolition o f domestic rates and car tax, had no obvious counter-inflationary or disincentive 

effects. .An additional £1,000 grant to first time house buyers, framed as helping kick-start 

the high unemployment construction sector, meanwhile had a role in attracting the 

important youth vote in 1977. Even the income tax concessions, tasked with securing the 

tax-wages trade off, had their obvious attraction at a time o f high taxation.'"*^

With a generalised pessimism in the mid-1970s O ’ Donoghue, in restoring confidence to 

the Irish economy, thought it ‘necessary to change people’s longer-term expectations for 

Ireland’s future’. T h e  original Fianna Fail economic proposals were published at a time 

o f depression in the Irish economy in 1976, which contrasted with the cautious optimism 

and growth apparent by the time o f the General Election in June 1977. Lee, however, noted
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that the hkelihood o f trade union collaboration with the proposed Fianna Fail strategy was 

remote, significantly also citing the Coalition’s deficit budgeting course in raising public 

expectations. Rejection o f wage moderation was ‘not necessarily because o f  malign design 

by trade union leaders, but because Fianna Fail rhetoric so whetted public expectations that 

even responsible trade union officials could not have settled for the terms the government 

optimistically sought. A public not only cosseted from reality during the previous four 

years by heavy borrowing, but encouraged to envisage a glowing future, would not settle 

for the paltry 5 per cent...’ ''*̂

It seems likely some o f the Fianna Fail concessions, short-term rather than strategic in 

purpose, served to reinforce a short-term disposition in the Irish electorate. While there 

were no major plans for expansion o f  public services in the Manifesto, the revenue base 

was eroded through tax concessions, and the link between effort and reward, muddied in 

the growth climate o f the 1960s, further undermined. Hence the claim in late 1978 by 

public service trade unionist Billy Lynch, who accused the Fianna Fail Government o f 

leading workers to believe:

... good times were at hand. Could it give him assistance on w'hat he could say to his 

members who had high expectations... An atmosphere o f euphoria had been created 

and people were indicating their firm belief., they had a right to substantially high 

standards o f living.

These inflated expectations combined with effects o f the official emphasis on private 

enterprise on trade union members, made grassroots militancy extremely difficult to 

manage. Union leaders complained in 1978/79 that significant worker claims were 

“encouraged by Ministerial and official statements about the growth o f production and 

exports... ‘The highest growth rate in the EEC’ is frequently quoted... Repetition o f such 

statements made it ‘impossible to restrain their members” .'"’^

In keeping with ICTU’s democratic orientation, in late 1977 officials therefore 

acknowledged its attitude would likely be determined ‘not so much by argument on 

specific aspects o f what was proposed as... their assessment o f whether workers generally.
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would vote for it and... abide by its terms if they did’;'"*** hence the rejection o f  Fianna 

Fail’s 5% limit by ICTU as pre-empting the ‘democratic right o f  Congress to make its own 

decisions in respect o f the policy it will pursue on wages and related matters’.'"’̂  Trade 

unions for their part, in contrast to the more buoyant climate o f the 1960s, suffered 

fmancially during the high inflation o f the mid-1970s. Traditionally sluggish in increasing 

contributions, they faced escalating running costs; larger unions felt the pinch while some 

smaller unions faced e x t in c t io n .F in a n c ia l  difficulties in turn inspired com petition and 

‘membership raids’ as a means o f  balancing the books.

This was meanwhile in a context in which the growing restrictiveness o f National 

Agreements following the Oil Shock, particularly on local increases, led to a backlash
152against centralised bargaining for those at local level. W orkers became increasingly 

alienated from union leaders, their obligations under centralised bargaining meaning 

unions frequently could not support local a c t i o n , w h i l e  the no-strike clause was 

particularly blamed for creating frustration among members.'^"* This led to a rise in 

unofficial action,'^*’ and increasing tension between union officials and rank-and-file 

members; inadequately resourced officials experienced ‘extreme difficulty... handling 

their membership’, leading dissatisfied members to take decisions themselves.'*'^ Senior 

trade union leaders were also concerned with the rise o f extremist elements within the 

movement.' By the late 1970s two out o f three strikes were unofficial (Table 2), with 

official strikes more prolonged and breaches o f agreed procedures common;' *’* unofficial
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strikes only made up 15% o f man-days lost in 1976, 40% in 1977, and 23% in 1978 (Table 

Table 2: Unoffic ia l strikes, 1970-78 (source: n a i  n i  2009/i35'373, Appendix i to ■■Memorandum for the
Government- The Industrial Relations Situation. April 1979. 11"' April 1979")________________________________________________

Year Unofficial disputes as percentage o f total
1970 71
1971 69
1972 66
1973 81
1974 66
1975 45
1976 68
1977 64
1978 68

fable 3: Mandays lost in unofficial and offic ia l strikes. 1976-78 (sou rce: n a i d t 2009/ 135/373,
April 1979")Appendix 1 to 'Memorandum for the Government-The Industrial Relations Situation. April 1979. 11"'

Year Total mandays lost Mandays lost in 
unofficial strikes

O fficial Strikes

1976 799,000 118,000(15%) 681,000
1977 449,187 180,517(40%) 268,640
1978 588,000 134,000 (23%) 454,000

Such action drew criticism from ICTU leaders. 1 larold O ’ Sullivan, ICTU President in

1979, attacked unofficial strikers for bringing trade unionism into disrepute: ‘ a revolt

against elected leadership, a disregard... o f democratic procedures and the yielding o f

power to small unelected groups who either through apathy on the part o f the majority or

intimidatory tactics, have brought chaotic conditions into many work organisations...

unofficial striker action is by definition against the very constitution o f our movement’ .' '̂*

Union officials were nevertheless said to be under pressure to support such action, against

a background o f inter-union rivalry, and competition for membership, which traditionally

made imposition o f sanctions on maverick unions or members d ifficu lt; members were

potentially induced in unofficial strike situations to transfer to other unions promising to

legitimise action.'^' This fuelled growing disenchantment w ith National Agreements,

evident in the narrow rejection by ICTU’s 1977 Conference o f a motion preventing further
162participation in NWAs, 195 to 163. This was consistent w ith the memory o f  the W U I’ s
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Bill Attley, supporter o f a Larkinite approach, o f a growing debate in trade unionism on the 

merits o f a return to free-for-all bargaining.

Irish Trade Unionism and the non-ICTU threat

These growing tensions within trade unionism, intensified by electoral politics, were 

meanwhile reinforced by a development that was itself a product o f the constraints o f 

centralised bargaining, and which served to destabilise trade unionism in the later 1970s. 

McCarthy observed how at that time union ambitions were less a cause o f jurisdictional 

disputes; rather disenchanted members, either because unions supplied bad service or 

members were in an unlucky minority in a settlement. Seeking alternative representation, 

and if  there was only one union in the job, this ran up against good practice rules governing 

ICTU affiliates, resulting in suspensions and withdrawals from Congress. These unions 

joined a number o f non-ICTU unions in the later 1970s, not subject to Congress transfer 

procedures, and which constituted an ‘uncontrolled refuge for disaffected members o f 

other unions, and a steady source o f industrial disputes’.'*’"'

There were 13 non-ICTU unions in the late 1970s, with a membership o f 35,000, 7% of 

total union m e m b e r s h i p . A  number established the Irish Trade Union Federation (ITUF) 

in 1972,'^^ critical o f how individual union initiative and responsibility was passing into 

red tape and bureaucracy, frustrating the proper servicing o f  m e m b e r s . W h i l e  not 

affiliated to ICTU, these unions were ‘free riders’ on National Agreements, securing their 

benefits but unbound by their obligations, particularly in relation to industrial peace; 

they were said to use their non-ICTU status to increase their m e m b e r s h i p . B e s i d e s  the 

Irish Bank Officials Association (IBOA), the Marine Port and General W orkers’ Union 

(MPGWU) was the most notable non-ICTU union o f  the time. Formerly ICTU-loyal, and 

supporter o f the 1960s Prices and Incomes Policy, it withdrew from Congress in 1973 in a

163 .
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dispute over w orker transfers; it w as beginning to expand into m anagerial and clerical 

areas from the 1960s, growing from  5,000 to 7,000 members in 1972-77.'^^

W ith their em phasis on individual union initiative, non-ICTU unions w ere sim ilarly 

criticised by ICTU leaders, who m aintained trade unionism 's responsibility  to restructure 

to achieve an ‘influence com m ensurate w ith the size o f its m em bership’.'^ ' The W U I’s 

Paddy C ard iff accused non-ICTU unions o f  accepting the benefits o f  the w ork o f  trade 

unionism , but ‘none o f  its responsib ilities’; ignorance or m anipulation o f  IC T U ’s 

dem ocratic decisions and policies for ‘sectional interests’ threatened to erode the ‘whole
I 77

fabric o f  unity and solidarity and trade union dem ocracy’. ICTU leaders called on them
173to re-affiliate, their industrial pow er possible only ‘as long as there is a general trade 

union m ovem ent... to hold the r in g ’. ' ’"*

In the com petitive and euphoric clim ate o f  the late 1970s, the non-ICTU threat 

nevertheless further destabilised trade unionism , and prospects for orderly  centralised 

bargaining generally, if  not w age m oderation. The W UI’s Bill A ttley recalled the threat 

‘caused havoc’;*̂  ̂ it even had a disturbing effect on unions who had a good record o f
176com pliance w ith centralised agreem ents. The most notable and far-reaching exam ple o f  

non-ICTU activity was the transfer in late 1977 o f  three quarters o f  the ITGW U w orkforce 

in L im erick’s Dutch m ultinational Ferenka to the M PGW U; the tw o unions were also 

involved at that tim e in an inter-union dispute in the Asahi plant in M ayo. The IT G W U ’s 

involvem ent in Ferenka w as an exam ple o f  a growing phenom enon in the late 1970s: pre- 

production or ‘closed shop’ agreem ents in incom ing foreign enterprises, preferred by 

foreign industrialists, and in line w ith IDA policy, anxious to avoid a m ultiplicity o f  unions 

in new industries.
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178Influenced by the ITGW U’s status as the only union with a large national network, the

pre-production policy was criticised by the ATGWU and non-ICTU unions, which claimed

such agreements violated w orkers’ right to a union o f  their ow'n c h o o s i n g . T h e  MPGWU

argued this potentially entailed a 'temptation for a union to give away certain 
180concessions’. A further consequence o f the policy was the accommodation o f  both 

higher and lower-paid single-union members, particularly craftsmen, within Ferenka. 

Leading ICTU official o f the period, Peter Cassells, recalled the frustration o f  minorities 

within the ITGWU, which were invoking reasons to join other unions.'**' Bound by NW A 

restrictions, the ITGWU encountered dissatisfaction amongst workers with the servicing o f 

local complaints, leading to unofficial action; this permitted the recruitment campaign by 

the MPGWU, which agreed to make the dispute official. Significantly, the MPGWU
182claimed rather than poaching it attracted interest from disaffected ITGWU members.

This generated an inter-union dispute and, plagued by persistent labour troubles from its 

opening in the early 1970s, Ferenka closed in the middle o f the dispute in late 1977, with 

the loss o f 1,400 jobs.'

Ferenka had a profound effect on the ITGWU, ICTU’s largest voting bloc, and supporter 

o f a Larkinite or ‘total partnership’ approach, in the later 1970s. In the competitive climate 

o f  the period, it came under pressure to prevent erosion o f its membership to smaller, more 

militant, or non-ICTU unions which appeared to offer members better service, particularly 

with renewed growth.'*'* Hence Attley’s recollection o f how ITGWU leaders were 

‘paranoid’ about the non-ICTU t h r e a t . T h e  threat, and rising unofficial action in turn 

reinforced the adversarial, short-term disposition o f trade unionism in the later 1970s, and 

reduced prospects for its embrace o f a more co-operative role, particularly at national level. 

This accorded with M cCarthy’s observation, strikingly accurate on 1977-79, o f  how a co-
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operative approach  imperilled a u n io n ’s ‘legitim acy as an adversary in the eyes o f  its 

m em bers’. C alling  the tension betw een the tw o roles a ‘normal and necessary feature o f  

industrial re la tions’, he observed in the event o f  conflict a union ‘m ust m igrate to its 

grassroots, abandoning its co-operative role. I f  it does not it will run the risk o f  

repudiation’ .'**̂

The 1978 National Wage Agreement and rise in industrial unrest 

It was against this background o f  heightened expectations and renew ed central-local 

tension, reinforced by the non-IC TU  threat, that negotiations for the 1978 National 

Agreem ent took place. Ruaidhri R oberts inform ed the Em ployer-Labour Conference ICTU 

was ‘negotiating  against the industrial relations background as it actually  exists and not
187w ithin the fram ew ork o f  G overnm ent po licy’. In the renew ed com petitive clim ate, ICTU 

unions called  for greater flexibility, m andating the Executive Council to negotiate on the 

basis o f  the rem oval o f  restrictive clauses, particularly  on strike action for additional
I  o u

claims, and greater scope for local bargaining. The ITGW U, significantly, w as forem ost 

in calling for flexibility. Officials noted a ‘lack o f  certainty as to what their policy should 

be’; a significant group appeared in favour or w ere prepared to acquiesce in a m ore 

m ilitant line.'**^

Congress negotiators called for a ‘return to realistic bargaining at the level o f  undertaking 

or industry so... adjustm ents could be m ade to correct the distortions o f  the last 7 years’, 

and so ‘help with the non-C ongress unions p rob lem ’.'^® Roberts also stressed agreem ent 

w as im possible ‘unless unions had the right ultim ately to go on strike... W ithout this... 

unofficial groups and groups outside ICTU w ould decide when and w here to strike’.'^ ' 

ICTU com plained restrictive clauses in A greem ents encouraged w orkers to avoid 

m em bership o f  C ongress a f f i l i a t e s . O f f i c i a l s ,  out o f  realism , w ere sym pathetic to such 

calls. D erm ot N ally briefed Jack Lynch if  feelings were high enough, industrial action 

would be taken regardless o f  an agreem ent’s term s; the m ore governm ent insisted on ‘tight 

186
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restrictions on the right to strike the more we will bring national agreements into disrepute; 

and the more we will destroy... support for the ICTU representatives within their own 

unions’. T h i s  saw the permitting for the first time since 1970 o f strike action, once 

procedures were completed; there was a compulsory ‘cooling-off period before action for 

claims over the terms o f the Agreement could be served, and requirement that strike action 

be ratified, through a secret ballot, by a majority o f union members (i.e. 51% o f  union 

membership).''^'*

The 5% limit meanwhile initially led to breakdown o f ELC negotiations, before 

Government intervention stated the acceptability o f a higher f i g u r e . A n  8% standard 

increase over 15 months was finally agreed, described as ‘ju st about the outer limit for the 

Government strategy’; there was also provision for local productivity-based bargaining, up 

to a limit o f 2%.'^^ ICTU leaders rejected Government arguments the agreement would 

damage job creation. Harold O ’ Sullivan called it a ‘small price to pay for the restraint 

imposed on unions where no sacrifices were... expected from other sections o f  the 

communi ty’. R u a i d h r i  Roberts also argued Congress was not asked to secure an 

agreement that would restrain wages for the good o f the economy, or improve 

competitiveness to create employment; the lower employment yield o f  1977’s export 

expansion and home market redundancies were cited in this regard. Contending ‘we don’t 

think wage restraint is good for the econom y’, Roberts added when Government began 

talking about restraining non-wage incomes, ‘they may achieve some credibility when they
198ask for restraint in w ages’.

Even with this greater flexibility, however, ICTU ratification o f the agreement was narrow. 

Its executive recommended it 7 to 6,'^^ while affiliated unions ratified it 240 to 215. The
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194
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ITGWU significantly opposed the agreement, campaigning against ratification but 

ultimately abiding by its terms;̂ * °̂ it found fault with its lower-paid provision, and 

restrictive arrangements on strike action, which it feared would lead to a rash o f  unofficial 

stoppages.^**' The narrowness o f  ratification was reflected in the subsequent widespread 

abuse and violation o f the Agreement’s terms and p r o c e d u r e s .I t s  outturn was an 

effective supplementary free-for-all in the private sector, particularly through the 2% local 

productivity provision, increasingly employed by higher paid workers as escape routes to 

circumvent NW A restrictions and reverse the compression o f  differentials.

fable 4 :  Percentage Change in Nom inal Wage Rates (source- n m  or 2010/ 53/687, -Submission from
IFA to the Government, iim plojer and Industry’ Organisations and Irish C ongress of'Trade Unions on National Policy following the 
Completion o f  the 1979/1980 " Natidnal Understanding for Kconomic and Social Development- 1“ August 1980”, p. 12)

1977 1978
Germany 6.8 5.8

France 13.1 12.2
Belgium 9.2 6.9
Denmark 9.6 8.7

Netherlands 8.3 7.3
Average 9.4 8.3
Ireland 15.6 17.0

‘Soft operation’ o f  the agreement by employers with a return to profitability and buoyant 

conditions, in the interests o f  industrial peace, was identified in the concession o f  excessive  

claims and raising o f  expectations, making moderation difficult to achieve;^^’"' this had been 

feared by official s . T h e  Department o f  Labour unsurprisingly experienced difficulty 

securing information on wage developments, attributing it to employer and union 

reluctance to admit to breaches o f  the a g r e e m e n t.T r e n d s  resulted in overall wage

'W ages deals in doubt'. The Irish Times. November 14"' 1978

ITGWU advised to reject new pay proposals'. The Irish Times. I'ebruary 2 P ' 1978; Agreement condemned by union chier. The 
Irish Times. March 2'"‘ 1978
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increases for 1978 o f 16-17% (5% carryover from 1977, 7% standard increase and 1% 

local negotiation within 1978, and 3-4% wage drift), twice the EEC average o f 8.3% (see 

Table 2), and, with inflation o f  7.75% an average increase in real earnings o f  around 10%, 

the largest since 1968; this followed an average increase o f  18% in 1977, with 13.6% 

inflation.

Rise in industrial unrest

This heightened inter-union competition and excessive income developments were 

accompanied, and very likely facilitated, by a rise in industrial unrest in 1977-79. After a 

fall in unrest in the early 1970s, the number o f man-days lost began to rise again, despite 

recession and unemployment, with 551,833 in 1974, 295,716 in 1975; 776,949 in 1976, 

around 460,000 (62%) attributable to a bank strike; and 350,000 in 1977; this was 

accompanied by a drop in the number o f disputes, with the latter becoming longer in 

duration.^®* By 1978, Ireland topped the EEC table for man-days lost per 1,000 workers 

(690,000), with Jack Lynch complaining the country was being ‘torn apart’ by unions. 

ICTU, with Fianna Fail’s private enterprise centred approach, rationalised the increase as a 

‘natural reaction to a situation in which workers have seen in times o f depression for them, 

other sections o f the community prosper and grow rich’; the prevailing mood was ‘one o f 

extreme frustration at the barriers they see... placed across their path in seeking moderate 

increases in income, while all other sectors are expanding their share o f  the national 

income’.̂ '®

Harold O ’ Sullivan also pointed to Fianna Fail’s election Manifesto, following on a period
211o f austerity, as having created a whole new level o f expectations not yet satisfied; 

politicians who indulged in the ‘auctioneering o f starry-eyed prom ises’ were to blame for 

much o f the u n r e s t . O t h e r  practical reasons were also at play, however. Throughout the 

1970s pay and differentials remained the primary cause o f disputes (51.28% in 1973,

NA l DT 2008 /148/654. “ R ecenl Pay T ren d s” in ‘'C o n fid en tia l- M eeting  with lEC and ICTU T hursday  16 N ovem ber 1978- Brief,
R oinn na Taoisigh, Sam hain 1978”
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77.35%  in 1974, 58.38%  in 1975, and  50.37%  in 1976), followed by dism issal or
213redundancy. Besides the com petitive trade union climate, an overburdened Labour

Court, slow  in processing claims, reported ly  fuelled frustration, w ild-cat strikes, and

cynicism  about the orderly processing o f  disputes,^'"* while em ployer inability-to-pay
21 ̂claims w eakened its authority with w orkers. ' Strike action, it was also argued, was 

preferred by certain  groups to settled procedures, for their effect on em ployers and in 

attracting m edia attention.^

froublingly  for the Irish economic recovery effort, private sector w age trends encouraged 

further, acutely dangerous unrest in the public sector, ironic given the vital role o f  public
■y I n

sector unions in the 1978 A greem ent’s narrow  ratification. In the interests o f  controlling

public expenditure, Fianna Fail m aintained the restrictive approach on public sector
2 18anom aly claim s im posed by the C oalition  in 1975. Strict application o f  N W A  term s,

219however, led to disruption o f  differentials as private sector pay m oved ahead in 1977/78. 

This generated strike action, and significant disruption in essential services, notably 

telecom m unications, postal and transport services; increasing from 1976, they reached a 

peak in 1978/79.^^®

Richie Ryan had recognised the danger o f  unrest in 1975/76, acknow ledging the public 

sector’s 'considerable reluctance... to accept anything less than w as likely to be given 

elsew here’; lim itation m eant potential confrontation,^^' through a ‘serious deterioration in 

industrial relations and perm anent dam age to existing negotiation procedures and 

adjudication m a c h i n e r y I ’he C oalition stance indeed resulted in delays and refusals in
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processing special claims throughout the pubHc sector at large, ultimately damaging the 

legitimacy o f  bargaining m e c h a n i s m s . B y  1977/78 ICTU complained distortion o f  long

term pay relationships was making it impossible for official unions to hold members 

back;^ '̂* restrictions were ‘simply rolling up claims. Eventually the dam would burst’.

This was clear by the later 1970s, with a 23% Conciliation verdict for local authority 

engineers, 33% claims by clerical assistants, 8-32% for clerical officers, and 40% for 

Gardai; substantial sums were required to meet them in even a limited manner. Unions
227meanwhile were increasingly reluctant to use industrial relations machinery, with some

228previously un-noted for militancy tabling motions for industrial action; claim s and 

threats o f  strike action, the Department o f  the Public Service reported, were pursued ‘in 

many cases with total disregard for the industrial peace obligations to use agreed 

m a c h i n e r y T h i s ,  however, confronted a Fianna Fail Government which avoided 

intervention in disputes, fearful o f  downgrading or ‘debasing’ dispute settling 

machinery; it had established a Commission on Industrial Relations in 1978, to reform 

the voluntary system and promote better labour-management relations and collective
231bargaining practice.

Despite violations in the private sector, intervention also risked undermining its own wage 

policy, sparking differential movem ents that would open the ‘flood-gates’ for the rest o f  

the public sector, swallowing up funds for social services and job-creation. The Fianna 

Fail administration consequently held the line in the public sector, rather than prioritise
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continuation o f  public services. During the 1978 N W A  negotiations, it stressed how  each  

1% increase above the 5% limit im posed an additional £30m  public sector pay burden, the
" )-I  T

additional 3% equivalent to 8 ,000  jobs." ' George C olley  likew ise warned con cession  o f  

substantial c la im s risked ‘savage tax increases’, leading to a ‘fresh w ave o f  price rises... 

further series o f  pay claim s in private and public em ploym ent alike, until apparent gains 

w ere quickly sw allow ed  up by in flation’. Progress rested on getting ‘this inflationary fever
r- 1 2 3 4out 01 our system  .

T hese efforts to contain public sector pay dis-incentivised strike action on the part o f  som e
2 3  ̂groups. ■ In generating disruption o f  essential services, however, they provoked concern  

in foreign investm ent circles, central to Irish econom ic recovery efforts. F ollow ing the 

reputational dam age involved in Ferenka’s closure, public utility stoppages undermined  

Ireland’s attraction as a reliable investm ent location. The IDA com plained o f  increasing  

d ifficu lties in persuading foreign com panies to contem plate investment; several postponed  

exploratory visits, w hile existing com panies were severely handicapped by absence o f  

telephone, telex and postal s e r v i c e s . C a b i n e t  was warned by M inister for Labour G ene 

Fitzgerald that ‘apart from the effects on the enterprises affected and econom ic progress in 

the short-term, there is the danger to prospects for foreign investm ent and... the country’s
2 3 7reputation abroad’.

Public expenditure and tax equity

The incom es and industrial relations developm ents o f  1978 were a reflection o f  continuing  

distributional conflict in the Irish econom y, particularly given Fianna Fail’s em phasis on  

private enterprise as a driver o f  growth. A further elem ent o f  the proposed Fianna Fail 

strategy, how ever, served to inflam e this conflict further, and ultimately underm ine hopes 

for linking pay developm ent to wider econom ic recovery efforts in the later 1970s: the 

governm ent’s proposed low  tax approach to stim ulating growth and the com plem entary  

reorientation o f  public expenditure clashed with the trade union m ovem ent’s strong v iew s
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on tax inequity, which was intensified by the high inflation o f the mid-1970s. The 

proposed reorientation, tellingly outlined following Fianna Fail’s election to office, did 

encounter opposition within Government, particularly from M inister for Health and Social 

Welfare, Charles Haughey, who denied severe curtailment o f  public expenditure was 

advocated by any source, while warning Government goodwill ‘would be severely
9 ISdamaged and its ability to overcome economic difficulties correspondingly reduced’.

In further Cabinet submissions Haughey stressed Fianna Fail’s ‘established social 

philosophy’, the interrelationship between economic and social development, and how it 

was ‘not without significance... the most highly developed economies have the most 

sophisticated and comprehensive social services’. A t  a time o f rapid growth, it was ‘both 

inhumane and short-sighted to create a deprived minority even further removed from the 

growing prosperity o f the majority o f the population’. G i v e n  the ‘nature o f the 

democratic consultative process’, he also opposed rigid social planning and announcing o f 

the freezing o f development services for some years in advance; such a stance ran the 

danger o f ‘permanently impairing the willingness o f  interest groups to engage in reasoned 

discussion with democratic channels, and consequently increases social tensions’.̂ '"

During a time o f  renewed growth, and given the emphasis it placed on social development, 

ICTU for its part rejected reductions in social services, and ‘any suggestion... services 

cannot be expanded as rapidly as in the past’.̂ ”*̂  Congress also rejected merely maintaining 

the living standards o f  welfare beneficiaries, when those o f other sections were increasing: 

this indicated ‘an attitude to the weaker section o f our community that must be rejected 

utterly. Congress will fight to ensure pensioners and others dependent on social welfare... 

will advance in terms o f their real purchasing power at least in line with the rest o f the 

c o m m u n i t y W i t h  the intensification o f  tax inequities after 1973, the attempted 

tax/wage restraint trade-off in the 1978 NWA negotiations was also rejected in trade union 

circles. This rejection arose in the context o f  an even larger PAYE share o f total income

NAI D 'l' 2007/116/385. “M em orandum  (or the G overnm ent- 1978 H stim ates, 17"' N ovem ber 1977” , pp 2/3
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tax. By 1977 the sector’s share o f  incom e tax had increased to 85.3% (670,000), with 

12.9% paid by the self-employed/traders (76,500) and 1.3% by farmers (13,500); these 

percentages were 86.6%, 11.4 and 1.2% in 1978. '̂''*

M eanwhile, despite the Coalition’s commitment to regularly review PAYE allowances in 

light o f  inflation from 1974, '̂ '̂’ by the late 1970s allowances remained among the lowest 

for any country for which statistics were a v a i l a b l e . Wh i l e  the Coalition granted £50m in 

1977, 14%  o f  1976 receipts, and Fianna Fail £66m (15% o f 1977 receipts),^"*  ̂they were
248therefore in reality only compensating for the high inflation o f  the period. Such facts 

meant by 1977/78 there was resentment within trade unionism at the idea wage moderation 

should be traded as a quid-pro-quo for tax relief.̂ '̂ '̂  This was particularly following  

concessions to the better-off, such as the Coalition’s reduction o f  the highest marginal 

income tax rate in 1977 (77% to 60%), and Fianna Fail’s abolition o f  the wealth tax and 

reduction o f  capital gains tax in the 1978 b u d g e t . I C T U  negotiators therefore rejected the 

trade-off, arguing PAYE concessions were justified on grounds o f  equity, and inescapable 

‘if  the Government wanted to continue in office’.

Tax indexation and PA YE revenues

By the later 1970s the balance o f  opinion within trade unionism, as well as with employers, 

instead shifted to automatic indexation o f  tax thresholds to inflation, so there would be no 

justification for a trade-off.^^^ Employer support rested on an expectation indexation would 

diminish PAYE worker pay expectations, and therefore pay c o s t s . T h e  practice.
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however, was rare in the OECD during the 1970s, operated only by Canada, although this 

changed from the early 1980s?”’"' In Irish Government circles, the practice itself was 

strongly resisted, particularly at a time o f crisis in the public finances. Viewed as limiting 

budgetary flexibility and bargaining power, it was seen as raising the question o f  indexing 

other allowances and reliefs, and severely limiting the Government’s power to regulate the 

e c o n o m y . D e r m o t  Nally warned indexation would ‘create an unanswerable precedent’ 

for other payments, resulting in ‘skid row’: ‘With an economy as dependent as ours on 

imports, we cannot index all forms o f payments without leading to a flood o f imports
2^6which will rapidly force us to devalue... We could rapidly lose control o f the econom y’.

Indicative o f the extent to which public expenditure came to rely on PAYE revenues. 

Finance also repeatedly stressed the costliness o f tax concessions, especially when 

‘expenditure is outrunning resource availability to a marked extent and... 30% o f 

expenditure is met by borrowing’. R i c h i e  Ryan warned in 1976 o f the ‘huge loss o f 

revenue’ that would result from indexation, the need to ‘retain discretion to adjust the real 

impact o f taxation according as budgetary requirements change’, and how the real solution 

was to ‘bring inflation under control’. G i v e n  fiscal drag’s role in facilitating the rise in 

public expenditure, Dermot Nally, however, acknowledged indexation could impose a 

‘stern discipline on Government expenditure’, forcing into the open Government moves to 

increase taxation;^”’̂  but given the financial constraint, he thought it better ‘in a time when 

there were resources to spare which would enable the change... without too much 

dislocation’.

The importance attached to PAYE revenues therefore provided further insight into the 

reluctance o f Irish Governments to statutorily control pay. Official briefings during the 

1970s advised against employing the tax system to claw-back excessive pay increases,
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stating ‘taxpayers, who have at least a passive acceptance o f paying tax to pay for the cost 

o f services... are likely to resent the use o f  the system for the purposes o f pay policy’.

Permanent impairing o f the efficiency o f the system was feared, which was ‘vital to the
2 6 1Finances o f the State and never more so than now ’. Unions were expected, even to the 

extent o f strikes, to support worker resistance to use of the tax system for pay restraint 

purposes. As such resistance potentially involved pressure on Revenue staff, blocking o f 

tax collection at every level through staff o f employers, tax offices, and those providing 

services to Revenue, Cabinet was informed ‘Revenue would have few, if any effective 

remedies, and there would be a greater danger o f  a total collapse in the whole machinery o f 

tax collection’.̂ ^̂

In keeping with Fianna Fail’s ‘esteem for enterprise’ development strategy, more general

tax reductions were therefore made reliant on a general reduction in the level o f public

expenditure. Jack Lynch pointed to continuing public pressures for expansion o f public

services, which were accompanied by calls for tax relief Ireland, however, with a

proportionately large dependency ratio, remained at a ‘development stage’ with a major

job-creation task; the only way the ‘total burden o f taxation’ could be reduced was through

reduction o f e x p e n d i tu re .T h is  analysis, however, was rejected by trade unions.

Continuation o f tax inequity led to union allegations Irish society was becoming ‘one in

which a whole series o f structures tend to... the transfer o f  wealth to the rich’.̂ '̂̂  Hence its

alleged role in industrial unrest: Labour’s Michael O ’ Leary remarked o f workers ‘the only
26^area in which they can seek to remedy the situation is in the wage contract itse lf. "

The PA YE revolt and farm er taxation

Fianna Fail’s intended approach to public finance was definitively undermined by large- 

scale trade union mobilisation on the taxation issue in early 1979, directly opposing 

reductions in the level o f  public expenditure, and demanding more equitable distribution o f 

the tax burden: the ‘PAYE revolt’. The revolt was precipitated by the Fianna Fail 

government’s mishandling o f an issue intended to further encourage wage moderation, a

NAI DT 2009/135/438, “Steps that might be taken to ensure that the growth o f  pay in the economy follows acceptable hnes, 25"' 
May 1979”, p.2
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broadening o f the tax base through an extension o f farmer taxation. George Colley 

extended farming’s income tax coverage in 1978, increasing those liable from 7,000 to 

22,500, o f a total o f 170,000?^^ In the 1979 Budget he sought, as a gesture towards a 

definitive farm tax system, to introduce a temporary 2% agricultural levy on cattle, milk, 

pig, sheep, sugar beet and cereals, to apply from May 1979; the levy was to recoup some o f 

the costs o f agricultural education, research and advisory services funded by the State.

The form o f tax was not universally supported within Cabinet, while Finance seemingly 

failed to adequately consult on its introduction. The levy was meanwhile withdrawn, 

following protests and threats from farmers, who were instead invited for consultations on 

a form o f taxation to secure from them a share in line with other sections o f the 

community, while encouraging agricultural investment and expansion; farmer failure to 

respond to earlier invitations to submit proposals had led to the Government’s unilateral 

introduction o f the levy.^^^ The suggestion o f consultations, however, caused a storm in 

trade union circles, giving the impression ‘farmers had been allowed to write their own tax 

code’.'̂ '

I'he perception government had caved in to the farmers. Bill Attley recalled, caused 

‘seething resentment’ amongst w o rk e rs .O f f ic ia ls  appeared sympathetic to this 

resentment, briefing Jack Lynch it was a ‘question o f responsibility to the community. 

PAYE workers have grumbled about the level o f  their taxation, and perhaps with some 

justification having regard to the proportion o f  Exchequer expenditure which they finance, 

but they have recognised... the services which the State provides for its citizens must be 

paid for, willingly or otherwise. The attitude being adopted by the farming organisations

2“ ' rN /\ I'CO 87/727, “J Plant, British Embassy, Dublin, to S Covvper-Coles, Republic o f  Ireland Department, F'CG, “The Budget- 1 
February 1978”, 13"' February 1978”, p 2
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seems to be that while these services must certainly be provided and paid for, it will not be 

the farmers who pay for them ’.̂ ^̂

Trade unionists proceeded to dem and a proportionate right o f consultation, pointing to 

PAYE’s 87% share o f income tax revenue,^^"* while objecting to the pressure applied by 

farmers to absolve themselves ‘o f  their responsibility to pay a fair share o f taxation’, such 

as threats to stop supplies to State companies. Ruaidhri Roberts referred to farm ers’ threat 

o f a ‘political strike’, threatening in effect to disemploy thousands o f  workers unless their
27^demands were m et’. ‘ This led from March 1979 to a campaign o f trade union protests 

demanding greater tax equity, led by the Dublin Council o f Trade Unions (DCTU) and the 

ITGWU, and work stoppages, causing the closure o f shops, offices, schools, factories and 

building sites, and disruption to public utilities and transport services.

ITGWU General Secretary Michael Mullen pointed to years o f union representations on 

tax meeting with either a ‘grudging and patently inadequate concession or bland platitudes 

about eventual reform ’; trade unionists would ‘no longer be fobbed o ff by useless tinkering 

with the tax code and empty rhetoric’. T h e  DCTU called for a form o f taxation that did 

not discourage investment, but ensured firms paid a fair share; not opposing a worker 

contribution, tax reform was supported to provide money to improve social conditions and 

recast the PAYE system, ‘to give a real increase in personal allowances and ease the 

present intolerable burden on the working class’. I n c r e a s e d  State investment in job- 

creation was also urged, unions having ‘shown great restraint over the years to help in the 

creation o f employment. The 100,000 unemployed shows... a much bigger effort is needed
279and that all sections must make their contribution’.

ICTU assumed effective leadership o f the campaign in March 1979, when it established its 

own national PAYE committee. Rejecting attribution o f  the high tax burden to excessive
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public expenditure,^**^ Congress opposed cuts in overall taxation or revenue, or public 

expenditure and services.^**' ICTU Conference motions stated maintenance or increases in 

public expenditure were required to ensure the people o f  Ireland were ‘not subjected to 

even higher levels o f unemployment or... even greater social and economic deprivation’. 

Organising local meetings, petitions, protest marches, and lobbying o f public 

representatives,^**^ ICTU demanded as steps towards an acceptable tax system an additional 

£70m in PAYE relief in 1979, tax indexation, and application o f the tax code on an equal 

basis for farmers, professionals, business and other self-employed.

Congress also demanded other measures such as an immediate anti-evasion campaign; it 

was ‘obvious... the extent o f  evasion is quite considerable’, leading to ‘substantial loss o f 

revenue’. A l s o  outlined was the closing o f tax loopholes, a surcharge on unearned 

income, review o f existing non-manufacturing tax rates and reliefs, and reintroduction o f 

the wealth tax and strengthening o f existing capital taxes; capital taxes were 2% o f central 

Government revenue in 1979, giving £10.5m compared with £44m if  death duties had 

r e m a i n e d . T h e  cam paign’s aim was to ensure the ‘costs o f  public services are borne 

fairly by all who can afford to pay taxes’. O f  the revolt, an ICTU committee member 

spoke o f a ‘fundamental shift... in the political consciousness o f the community and... the 

distribution o f power within it’; those working in manufacturing and services had the 

‘potential to supplant the self-employed and small employers as the major political 

lobby’.̂ **’

The National Understanding and economic consensus

Fianna Fail’s first full year in office therefore witnessed a major upsurge in distributional 

conflict within the Irish economy, soon followed in early 1979 by mass trade union 

mobilisation over a central element o f this conflict, the taxation burden. It was in the latter 

year, however, that the administration, largely through the efforts o f M artin O ’ Donoghue, 

sought to suspend these conflicts within a consensual framework, with an eye to advancing
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sustainable economic recovery. Despite tliis conflict, the Irish economy ended 1978 with 

records for economic, export and employment growth. There was 7% growth, a fall in 

inflation to 7.9%, and creation o f  1 7,000 net jobs, the highest annual job-creation since 

1950; exchequer borrowing was also just under target at 12.9% o f Foreign

borrowing was also minimised (£23m, the lowest since 1972/73), while advantage was 

taken o f  falling interest rates to refinance existing loans on longer maturities and lower
• • 289servicmg costs.

This growth, however, was achieved in an unsustainable manner. The Fianna Fail 

Government, to which trade union leaders attributed much blame for developments, 

accordingly expressed grave concern at the trends, which posed a threat to the sustained 

growth and stability required to tackle the economic crises. Jack Lynch warned o f Ireland’s 

deteriorating competitiveness and reliability in serving international markets, and as a 

location for industrial d ev e lo p m en t.C o n tin u a tio n  o f 1978’s trends, coupled with an 

upsurge in consumer imports, threatened to necessitate urgent and unselective action, 

deflation, higher redundancies, and aborting o f plans to boost infrastructural investment.

In late 1978 Ireland meanwhile negotiated accession to the more stable and non- 

intlationary exchange rate regime, the F'uropean Monetary system, which promised 

reduction in Ireland’s propensity for imported inflation, but which required a far higher 

level o f economic discipline to secure these benefits (see chapter 6).

These concerns led in 1979 to a major Government initiative that followed on from the 

broadened income bargaining proposals o f the early to mid-1970s, and which, through the 

co-option o f trade unionism, sought to resolve the Irish econom y’s distributional tensions 

and therefore greater scope for a united approach to the economic crisis. Fhis accorded to a 

‘power-sharing’ approach to economic development, which was relevant to ICTU’s 

criticisms o f Government policy in 1978, and rationalisation o f the persistence o f 

adversarialism more generally. Congress leaders such as Harold O ’ Sullivan attributed

288
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1978’s developments to the fact workers saw a non-participatory ‘society... built on 

conservative and out-moded private enterprise concepts’, taking no account o f worker 

views.^^^ The ITGW U’s John Carroll also rejected the placing o f  responsibility for 

unemployment on unions; if  Governments gave unions ‘the power, and... the right to make 

these political judgem ents and decisions, then they can criticise, but as long as they keep 

these decisions to themselves... they have to accept the responsibility for what goes with
i t , 2 9 4

Pointing to trade unionism ’s adversarial tradition. O ’ Sullivan argued the granting o f  a 

voice to trade unionism, and changed management attitudes and structures would lead the 

movement to change. Lack o f  a union role in economic planning implied unions had no 

responsibility: ‘The Government come to us when it’s looking for wage restraint and 

ignores us when it suits them ... The trade union movement will co-operate to the limit to 

which co-operation is given in return, but so far it’s been minimal ’ This was against a 

backdrop o f a continued backlash against centralised bargaining, and dissatisfaction with 

the 1978 NWA. This saw an overwhelming rejection in N ovem ber 1978 o f  a renewed 

mandate to the ICTU executive council to negotiate a further National Agreement for
1979 .2%

I'he prime-mover behind the ‘power-sharing’ initiative was Martin O ’ Donoghue, who as 

Minister for Economic Planning and Development was at the centre o f the Fianna Fail 

Government’s economic policy. A broadening o f National Agreements was a long-term 

ambition o f O ’ Donoghue’s, who regarded the early 1970s Agreements as a stop-gap until 

Ireland’s EEC accession was secured. Had Fianna Fail been re-elected in 1973, it was his 

intention to make them more comprehensive, broadening the perspective o f  economic 

interest groups by introducing an approach that taught them they were playing for ‘Team 

Ireland’. T h i s  was hinted at by Jack Lynch in 1971, who recommended to ICTU ‘in 

view o f the imminence o f  EEC entry it would be necessary to create the conditions for a
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unified national effort... Government for its part would ensure appropriate budgetary and 

other policies would be followed i f  the necessary co-operation was forthcom ing’.

O ’ D onoghue’s aim was to fundam entally alter Irish industrial relations behaviour in a 

more consensual, European direction. He sought to achieve this through an approach, the 

‘National Understanding’, which he described as aimed at ‘at winning union/worker 

acceptance for a more co-operative rather than a conflict attitude towards employer/worker 

relationships’. EMS accession meant a new environment for operating fiscal and monetary 

policies, ‘and hence the need for the social partners to understand and accept this changed 

new environm ent’.̂ *̂̂  Government overtures for this understanding began in late 1978 and 

early 1979.'^*’° In a January 1979 speech. Jack Lynch pointed to industrial unrest and 

excessive pay developments as unsustainable, and the need for consensus, with lack of 

economic progress meaning ‘many thousands o f our people would once again be driven 

from our shores in search of w ork '. Living standards could not be improved ‘by fighting 

one another’: ‘attempts by some... to win gains for themselves are ultimately doomed 

unless they have the consent o f other sections o f the community, because their action will 

provoke the counter-claims and counter-actions which eliminate any initial ad vantage

Lynch acknowledged many areas o f  legitimate union concern, but urged a ‘new spirit 

and... new sense o f  national purpose and commitment’, inviting unions to join other 

community interests in a five-year national effort for full employment, involving agreed 

job targets. Government guarantees, consensus on sharing the fruits o f growth, taxation 

and social welfare, worker participation, and the respective roles o f public and private 

enterprise. Lynch argued a common agreed programme ‘would enable us to progress at a 

faster rate than many would imagine possible’. I n  an earlier speech he also 

acknowledged the importance in securing consent o f an emphasis on social development, 

seemingly downplayed in Fianna Fail’s initial public finance strategy, and how people 

would not be prepared to unite in a national effort ‘to produce more wealth unless they 

found around them a just and equitable society and economic system in which all can share

NAI DT 2002/8/144. " R ed u n d an c ies” (m inu tes o f  m eeting  betw een Taoiseach, and M inisters Tor Finance, Labour and h idustry  
C om m erce, with ICTU delegation , 1 N ovem ber 1971). p .3 
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Program m e fo r  N ational D evelopm ent, 1978-81. pp. 103/4; also see O ' lio n o g h u e  speech to an IC TU econom ic  conTcrence in 

D ecem ber 1978- 'O ' D cnoghue asks trade unions to avoid d isrup tion '. The Irish  Times. [December 4"' 1978
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the fruits o f the common effort... effort is rewarded but... society makes generous provision 

for those genuinely unable to provide for themselves’.

It was O ’ Donoghue who made most of the running with the Understanding, however, 

engaging ICTU leaders during meetings in late 1978 and early 1979; these were ostensibly 

on the EMS, as they were no longer mandated to discuss pay. From these meetings he 

produced ‘Outline Proposals for National Agreement on National Development’, which 

described full employment by late 1983 as the G overnm ent’s chief economic and social 

objective; it saw this as reliant on rapid economic, investment and export growth, heavy 

commitment o f public expenditure, industrial relations stability, and enhanced 

competitiveness. Two elements were seen as essential: wage moderation, meaning no 

threat to living standards but faster improvement if  Government policy succeeded; and 

continuity in industrial production, which enhanced competitiveness, and Ireland’s 

attractiveness to foreign investment. O ’ Donoghue wrote that these provided a ‘stable 

framework within which the Government could commit itself to the programme o f 

expenditure and investment forming its contribution to the development plan’.̂ "̂*

O ’ Donoghue accordingly sought, through negotiation o f comprehensive arrangements, an 

understanding with employers and unions on the policies to pursue these goals; this was to 

enable ‘all groups to share fairly and on an agreed basis in the fruits o f faster economic 

progress’. T h i s  was in a context in which, with 1978’s high carryover (8%- 3% 1978 

carryover, 2% phase 1978 NW A increase, and further drift in 1979), scope for 

increases in 1979 was limited if  competitiveness was to be maintained if  not improved. 

Employers, longstanding supporters o f  a more integrated approach, welcomed the 

proposals,^®^ while ICTU circulated them to affiliated unions; its Executive Council 

subsequently drew up its own policy document, ‘Trade Union Policy Proposals’, as a basis 

for entering talks. It was mandated on this basis to enter negotiations with Government and 

employers in March 1979, but tellingly, only by the narrow margin o f  215 to 188.^®*

NAI D T 2009 /135 /436 , “Speech by the T ao iseach , M r J Lynch, TD . at the A nnual D inner o f th e  C harte red  Institute o f  Secretaries 
and A dm inistrators, M unster Uranch. at the Hotel B larney, Co. C ork , on I'riday, 17"' N ovem ber 1978, at 9p m ", p.3 
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National Understanding fo r Economic and Social Development

These negotiations saw a ‘National Understanding for Economic and Social Development’ 

emerge when talks concluded in late April 1979. An attempt to establish a consensual 

framework with compromises between major interest groups, the Understanding was 

remarkable in its sophistication, so much it attracted interest from across the It

described itself as a long-term framework for co-operation between the social partners and 

government, seeking to carry out an integrated programme based on the agreed long-term 

economic and social p o lic ie s .^ T o  realise its ambitious targets, its parties recognised need 

‘for a radical change in the traditional relationships between Government and both sides of 

industry on issues such as pay ... and related m atters’. This was viewed as offering the 

‘prospect o f  a new unity o f  purpose and stability in the effort to achieve better living 

standards for all’.^"

With the five-year drive for full employment the genesis o f the Understanding, 

employment creation was at its heart, fhe Understanding described itself as designed to 

demonstrate clearly and positively Government commitment to full employment, while
3 1 2 *stressing it alone could not be the sole source: this was seen to rest on wage moderation,

and crucially private sector investment. Importantly, it sought to reconcile wage restraint 

with private sector profitability, one o f the major obstacles to the co-option o f trade 

unionism throughout the 1960s and 1970s. Even in discussions in late 1978, ICTU’s 

Harold O’ Sullivan pointed to Fianna Fail’s emphasis on a planned incomes policy, and 

Ministerial impressions ‘they would prefer to see developments left to the influence o f  free
3 13market forces’; non-wage incomes had to be controlled to secure union support.

O ’ Donoghue acknowledged the trade union suspicion o f  wage restraint this view 

reflected, but contended the choice was ‘between larger pay rises for fewer workers or 

more moderate increases for all. hi the past this was not easily accepted because most 

workers would feel... any pay restraint on their part would simply mean bigger profits

O Kelly interview

NAI I) r  2010/53/688, 'Draft M em orandum  for the Governnicnl- The National Understanding and a National Pay Agreement, May 
1980”, p i
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rather than more jobs elsewhere’. '̂"' This the Understanding sought to resolve through a 

one-year Employment guarantee; as O ’ Donoghue explained. Government was for the first 

time setting out a mechanism ensuring ‘if each group plays its part... money would be 

channelled into providing jobs to whatever level is agreed’.̂

In exchange for worker moderation, the guarantee was to underwrite to a maximum o f 

5,000 any shortfall in annual Government job-creation targets, detailed in its economic 

planning documents; this was influenced by Ruaidhri Roberts’ admiration o f Sweden’s 

counter-cyclical labour market policy, which ICTU had called for as evidence o f  the 

G overnment’s bona fides on em p lo y m en t.^ T h e  G uarantee’s one-year £20m resources 

were to be half-funded by the Exchequer, and the other by a 0.35% surcharge on employer 

social insurance contributions.^'^ Its success rested on complementary contributions from 

all three parties: Government commitment to meet public sector job targets, the bringing 

forward o f State investment projects, and more effective promotion o f ‘Buy Irish’; 

employers through employment-generating investment levels and improved industrial
318relations; and unions through wage moderation and industrial peace.

The guarantee was to be monitored and directed by a Tripartite (i.e. Government, ICTU, 

Employer) Committee on Employment, chaired by O ’ Donoghue, initiating procedures for 

its implementation within three months o f a shortfall; to the extent the shortfall was 

attributable to developments and disputes in breach o f the Understanding, it would not 

a p p l y . I t s  remit was to generate employment in the public and private sectors, which 

would not be created in the normal course; maintain existing jobs that would otherwise be 

discontinued; or bring forward permanent jobs which would otherwise not be commenced

314
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until later. Every effort was to be made to provide ultimately productive employment, 

rather than traditional relief works.

I’he U nderstanding also committed its parties to investigation o f  work-sharing options, 

which included elimination of excessive overtime, curbing o f double-jobbing, reduction of 

the working w eek, and phased or early retirement s c h e m e s .E s ta b lish m e n t o f a ‘National 

Hire A gency’ was also proposed, with which persons would register to qualify for State 

benefits, offering training or temporary placements, and tasked with addressing employer 

reluctance to hire for limited or temporary expansion;^^^ this aimed at enhancing labour- 

market flexibility, while achieving, according to O ’ Donoghue, an important social purpose 

in ensuring no-one was excluded from participation.

To address ICTU demands for an extension o f State enterprise, a precondition to its 

acceptance o f a wage pact, the Government meanwhile committed to establishing a 

National Enterprise Agency, a watered down version o f the State Development 

Corporation, to seek out commercially-viable opportunities unexploited by private 

enterprise, provide employment, and ensure commercially-oriented research and 

development was effectively applied in the economy. Tripartite sectoral industrial 

committees were also proposed, to provide an effective planning strategy for industry; they 

were to assess the implications o f  technological, marketing and research developments for 

future sectoral employment, efficiency and growth. The important contribution worker 

participation could make to industrial relations was also recognised.

Several social policy provisions were also included in the Understanding, such as 

Government commitment to increase social welfare benefits, and upward revision o f  the 

income eligibility limit for free health services from £5,000 to £7,000.^^^ The 

Understanding also recognised education and training’s fundamental importance,

NAI DT 2009/135/437, “Meeting o f  Governnient-ICTU Working Party on 20 March 1979”, p.2 
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particularly the need for greater attention to science and technology, and Government
326commitment to publish an education white paper. There was also an increase in the

327Exchequer contribution for trade union education and advisory services.

Pay and Industrial Relations Provisions

These non-pay provisions were agreed first between the Government and ICTU in a series 

o f  joint-working parties: on employment, taxation, education, worker participation and 

h e a l t h . I n  keeping with ICTU ’s rejection o f  Government guidelines, and the sensitivities 

o f  its affiliated unions, pay negotiations then took place in the ELC against the backdrop o f 

these provisions. In the Understanding employers and unions agreed that key to achieving 

full employment and increasing living standards was local and national co-operation, 

development o f harmonious industrial relations structures and procedures, and pay 

agreements consistent with economic planning. ICTU for their part aimed for the use o f 

existing trade union groups, industrial committees, or creation o f  such bodies to harmonise 

union policy and industrial relations practice; co-ordinate claims; and avoid hold-ups in 

developing new enterprises. Importantly, in the wake o f  Ferenka, it also aimed to prepare 

codes o f practice for the more rapid resolution o f inter-union disputes and the
329determination o f union representation in industry.

Government meanwhile stressed in the event o f unsatisfactory progress towards consensus 

its ‘special responsibility to ensure... economic and social development is not frustrated by 

an unacceptably high incidence o f industrial disrupt ion’. T h e  pay provision entailed a 

two-phase 15 month agreement giving average increases o f 14-15%, which restricted strike 

action,^^' and significantly limited scope for further firm or industry claims, urging their 

confinement to cases already sanctioned by the Labour Court or based on previously well- 

established relationships. Employers unable to meet its terms without risk to employment 

or business viability were advised to negotiate alternative arrangements with unions, while 

ICTU and employers were also to meet separately and regularly to review the policy’s

This was a commitment in both its election manifesto in June 1977 and its Economic White Paper o f  January 1979- Fianna Fail 
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im plem entation, and consider any difficulties or breaches that a r o s e . h i  accepting the 

essential role o f  appropriate pay development, ICTU had meanwhile emphasised 

com pensation for price rises, GNP growth as the maximum overall increase available, 

provision for special productivity/local-based clamis, and lower-paid workers. The 

Understanding thought it necessary to clarify the relationship between these elements, to 

evolve a satisfactory system: ‘economic reality is... money for special increases can only 

be met out o f  economic growth which cannot then be available for any standard
,  333mcrease .

The National Understanding and Larkinism

For its chief architect O’ Donoghue, the Understanding offered a ‘basis for better progress 

and... immediate improvement in our social and economic climate... (the) first major 

advance along the road to active participation by the community in the whole process o f 

planning our future’. E x p l a i n i n g  the thinking behind the power-sharing approach in 

1980, he remarked it attempted to use 'legitimate democratic means... to arrive at a 

situation where powder will be exercised in a more responsible manner and with greater 

regard for the interests o f the community as a whole, and not simply in a very narrow 

selfish way to promote... short term interests o f the groups concerned’. Progress rested on a 

policy commanding sufficient support from all sections, accepted as sufficiently fair, and 

which was ‘capable o f  being operated because we will be dealing with the way... power 

can be exercised by particular groups’.

ICTU leaders were meanwhile effusive in their praise, seeing it as major progress towards 

the participatory, Larkinite approach advocated since the 1960s. Congress described the 

Understanding in 1980 as a ‘trade union concept',^^^ while Ruaidhri Roberts remarked ‘we 

have never in history seen such an effort being made on the part o f Government 

departments to meet the trade union point of view on matters such as the Development 

Corporation and... the other kind o f  matters which we dealt with in the four or five

Ibid 
’’’Ibid, pp.8/9

Dail Eireann. lO"’ May 1979, vol.314. cols.37I-72 
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337committees... The commitment was most significant and... remarkable’. Roberts stressed 

trade unionism’s involvement in monitoring and planning the Understanding and its 

strategy; effective involvement had to ‘reach down to general membership, as well as to... 

officials and activists’. Shaping and building on ‘this rough basis a new approach to the 

problems o f unemployment and poverty in our society’ required a ‘most positive 

commitment... a realisation throughout the trade union movement that new opportunities 

for involvement arise’; to be availed of, they had to be ‘understood and supported and 

given the constructive contribution... called for... if  we are to attain the first economic and
338social objective o f the trade union movement’.

Confrontation over co-operation: The National Understanding and the PA YE revolt 

Despite the enthusiasm o f the ICTU leadership for the Understanding, however, the 

increase in distributional conflict in 1978/79, both within trade unionism and in the wider 

Irish economy, undermined its acceptance amongst trade unions, and therefore the hopes 

for effective national co-operation. This partly owed to the migration o f trade unionism to 

its grassroots in the later 1970s, especially under the influence o f  the non-lCTU threat. 

Government was conscious o f  the momentum that had been set within the movement, with 

Congress warning in late 1978 a new wage agreement might not be possible, with the 

necessary asking price likely too high to c o n c e d e . E v e n  as negotiations for the 

Understanding began. O ’ Donoghue’s special adviser also privately admitted Government 

did not ‘underestimate the problems o f reaching an agreem ent’, which ‘might not be worth 

the paper it was written on’. There were serious doubts about ICTU’s ability to ‘deliver’; 

individual unions were capable o f  flouting its guidelines.^'**’

The competitive climate o f the later 1970s, as it did throughout the period o f  this study, 

appeared to underpin trade unionism ’s traditional wages-only adversarialism, the benefits 

o f which were more certain than the co-operative approach ICTU wished to advance. This 

was clear in worker responses to the Understanding. The British Embassy noted a ‘problem 

o f comprehension’ about what the Understanding would mean to workers and the

Irisli Cungrcss ol Trade Unions, Twenty hirst Anim al Report- 1979 Bundoran. p.434 
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m ovement as a w h o l e . O n e  union leader com plained, ‘1 studied and studied it, and 1 still 

couldn’t m ake head  nor tail o f  it... how  do you think my m em bers fe lt? ’ '̂*̂  This security in 

a confrontational approach was reflected in the PAYE revolt, a m atter relevant to take- 

home pay. In con trast to the broader solidaristic vision o f trade unionism  supported by 

Congress, it w as notable taxation w as able to unify the diverse trade union m ovem ent, 

(ieraghty noted ho w  with union diversity  com m on denom inators o f  poverty and material 

deprivation w ere  no longer strong enough to bind trade unionism; PA Y E, how ever, which 

affected pay , represented a com m on grievance.

I'he passions inflam ed by the PAYE revolt, how ever, and the issue o f  tax inequity more 

generally, w ere so strong that they w ere sim ply im possible to satisfy w ithin the constraints 

o f  G overnm ent objectives and the crisis in the public finances; this eroded hopes for 

suspending distributional conflict. S ignificantly, these passions w ere grassroots driven. The 

revolt, when it em erged in early 1979, surprised some union leaders, and cast doubt on the 

(lovernm ent’s ability  to satisfy taxation demands. N either ICTU nor individual leaders 

were said to have realised the depth o f  feeling over PAYE, with ‘clear indications o f  

sizeable gaps betw een the executive council o f  individual unions and their m em bers’. 

Taxation in turn dom inated the ICTU C'onference that narrowly m andated the 

U nderstanding’s negotiation, while Congress dem anded a substantial tax transfer as a 

precondition to an U nderstanding, ‘concerned... serious inequities in the taxation system 

m ight u ltim ately lead to a situation where people will no longer accept the necessity for 

taxation’.̂ '**’

I 'he  G overnm ent’s lim ited scope for m anoeuvre, however, was reflected in the final 

U nderstanding. Recognising the need for greater equity, particularly more effective self- 

em ployed and farm er taxation, it stressed the need for prom oting econom ic efficiency and 

growth, particularly  in operating capital taxation. A rguing the 1978/79 budgets were 

consistent w ith the ultim ate goal o f  a low and equitable tax burden, it m aintained a low er 

burden w as reliant on overall econom ic and em ploym ent growth, and reduction o f  the
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dependency r a t i o . T h i s  led to the ruHng out o f  immediate tax concessions in the 

Understanding; £27m in increased income tax allowances were granted in the February 

1979 Budget. Government instead undertook to provide a £39m special allowance or 

‘interim adjustment’ for PAYE taxpayers in December 1979, provided the Understanding’s 

terms were honoured, the budgetary situation was reasonably in line with expectation, and 

funds for employment creation, the first priority, were made available.

During the Understanding’s negotiation, ICTU also participated in a taxation working 

party with Government, to clarify its taxation demands; the problems involved in 

implementing its proposals for additional revenue; to examine the prevailing tax structure;
348 •and the means for combating evasion. In this context officials recognised ICTU as 

having realism on taxation. Congress was informed the demand for £100m relief in 1979 

would ‘pose enormous budgetary problems’. A s  one official remarked, the books had 

been opened to Congress, who were ‘thus better informed than most... about the reality of 

the situation’; it was difficult, however, to convince the ordinary worker ‘at least for a year 

or two PAYE will have to continue in its present form ’.̂ *'° Such compromise was the 

essence o f a partnership approach. This gave rise, however, to ICTU-grassroots tension. 

Congress leaders urged caution, stating Government was willing to concede reform, but 

not in that year; '̂*’' they acknowledged it was impossible to restore equilibrium in so short a
352time.

They were, however, wrong-footed by the marches and particularly work stoppages, 

fearing they may hinder opening moves on pay negotiations, and make Government tax 

concessions difficult, as it would appear to be giving in to organised p r e s s u r e . H a r o l d  O ’ 

Sullivan described taxation as fundamentally a job  for parliament, rejecting ‘mass
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dem ocracy o f  the streets’. In light o f  the threatened farmer strikes, Ruaidhri Roberts 

stressed trade un ionism ’s com m itm ent to the dem ocratic system , and how protest strikes 

were characteristically  resorted to in countries where trade unionism  lacked ‘real 

bargaining pow er’: ‘W e do not... That bargaining pow er that we... can yield m ust be given 

its opportunity  to yield resul ts’. A c c e p t i n g  supporting taxation dem ands by protest 

m arches, dem onstrations and resolutions, he rejected stoppages: ‘do we really w ant to 

appear to pay the farm ing organisations the com plim ent o f  follow ing their lead?’ "̂'*’

ICTU acquiescence in the cam paign w as attributed by the D epartm ent o f  Labour to 

m om entum  developing so m uch it would have been futile to discourage or condem n them: 

‘If they w ent ahead without Congress approval its credibility and standing w ould have 

been further w eakened, an ‘elem ent o f  defiance’ probably resulting in m ore suppor t ’. I n  

seeking to advance social partnership, as one com m entator noted, ICTU therefore placed 

itse lf in a ‘tricky position’, its ‘responsible and co-operative attitude’ leaving it ‘open to the 

charge, w hich som e extrem ists will no doubt m ake, that the leadership is defecting from
•5 C O

the w orking class and becom ing part o f  the establishm ent’; ' indeed, one PA YE placard 

claim ed ‘ICTU is dining with the bosses’.

The C ongress leadership was meanw'hile severely criticised at the 1979 ICTU annual 

conference, its role on PAYE described as ‘lukew arm , if  not positively obstruction ist’; one 

delegate noted scepticism  regarding a co-operative approach, rem arking ‘with due respect 

to Congress negotiators, m ost trade unionists believe... the m inor concessions already won 

are due to the m obilisation cam paign than... the endeavours o f  Congress ’. T h e  

C onference dem onstrated the depth o f  feeling on taxation, when Executive Council efforts
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to remit many PAYE motions for further consideration, and therefore defer their status as
• j i  I

Congress policy, were defeated.

Rejection o f  the National Understanding and the Second Oil Shock 

The climate o f 1978/79, rather than leading to consensus on Irish economic recovery, 

instead witnessed a renewed crisis for centralised bargaining. This culminated at the 

special ICTU conference o f May 1979, convened to consider the draft National 

Understanding. It is significant the fmalisation o f the Understanding coincided with the 

onset o f the Second Oil Shock, the accord noting the inevitable adverse effect from oil
' I f . ' )

price increases on international growth. At the Conference, and despite vigorous ICTU 

leadership and WUI support, the Understanding was overwhelmingly rejected (318 to 

119), the largest ever defeat for a centralised a g re e m e n t.G o v e rn m e n t observers 

identified a mood amongst a majority o f trade unionists for an end to centralised 

bargaining, at least for the time being.^^'^

Main criticisms expressed at the Conference included the insufficiency o f the pay 

provision, especially with the expected rise in inflation following the Second Oil Shock; 

and dissatisfaction with the taxation provision, its conditionality or ‘good boy’ nature, and 

lack o f  a deadline for tax reform, resented and deemed insufficient to meet PAYE 

d e m a n d s .Im p o rta n tly , delegates also criticised restrictions on strike action, special 

claims, and its alleged encouragement o f  division within trade unionism; ICTU’s
367monitoring role put it in the role o f  ‘policeman’. Rather than acknowledge its power- 

sharing approach, one ICTU delegate observed the debate centred on the pros and cons o f 

National Agreements. Public sector unions joined traditional opponents o f centralised

Ibid, p,588
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bargaining, craft unions and the A TG W U  in opposition, due to continued restrictions on 

special public sector claims;^^*^ m any had also opposed opening negotiations.^™

The ‘m igration o f  trade unionism  to its g rassroots’ aspect o f  the U nderstanding’s rejection 

w as underlined by the opposition o f  the ITGW U. W hile regarding the U nderstanding as a 

significant step tow ards the ‘total partnersh ip ’ approach it favoured, the union considered 

its elem ents insufficient, particularly its low er-paid provision, job-creation m easures and 

N EA  f u n c t i o n s . P r i o r  to the opening o f  negotiations, the union had denied the econom y 

could support across the board 20-25%  increases, then being tabled, adopting a series o f  

econom ic and social demands it felt should form  the backdrop to any new discussions; 

these included provisions for the low er-paid, social welfare increases, and fuller use o f  the 

public sector for job-creation.

In advance o f  the special conference, it favoured a broadening and deepening o f  union 

influence, perm anent tripartite m achinery to prove the U nderstanding was not ju st a once-
374off,' and expressed readiness to consider an interim  agreem ent, concerned solely with 

pay, while the U nderstanding was r e n e g o t i a t e d . I t  was suggested, how ever, the ITGW U 

attitude was dictated by the continuing non-lC TU  threat. Its principal concern was to have 

restrictions on the right to strike r e m o v e d , w h i l e  observers also noted it had not 

forgotten the ‘lesson o f  Ferenka’, and was ‘anxious to dem onstrate... it had its m em bers’ 

interests at heart’ : the w holesale condem nation o f  the U nderstanding was therefore ‘no
■ J 7 7

m ore than a b lind ’. Bill A ttley recalled while leaders like John Carroll opposed a return
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to free-for-all bargaining, it was felt rejection o f the Understanding might make the 

ITGWU look more militant.

The Understanding’s rejection, and the inter-union competition and member-centred focus 

it largely reflected, provoked renewed criticism o f union structures by ICTU leaders. 

Harold O ’ Sullivan pointed to inheritances not necessarily appropriate to prevailing 

circumstances; occupational organisation, coupled with class tensions, presented 

‘contradictions within our movement and, even divisions as between workers and 

workers’. With society’s complex and competitive development, workers could ‘no longer 

afford the luxury o f dividing’; unity o f  purpose was possible only through the national 

trade union c e n tre .S ig n if ic a n tly , given Larkinism’s origins in the failure o f left wing 

parties and resulting dominance o f conservative economic and social policies. O ’ Sullivan 

also acknowledged how unions were developed by workers to protect and improve living 

standards: ‘almost a mirror image o f  our society- a reflection o f its hopes and aspirations, 

as well as its fears and tensions’. O f organisational and attitudinal changes he remarked, ‘it 

may be that they must first work for a thorough and fundamental change in the 

organisation o f society itse lf.

The Second Oil Shock and revision o f  the Understanding

As in 1974, however, the free-for-all feared in the aftermath o f rejection failed to 

materialise; again, the intervention o f  an Oil Shock served to lower expectations within 

trade unionism, and although it was unclear in mid-1979, end hopes for the sustained 

international recovery on which Irish hopes rested. In the wake o f  rejection. O ’ Donoghue 

had attacked ‘separate interest groups being placed in a position where they could select 

those elements... which suited themselves but were free to reject the balance o f proposals... 

designed to reconcile the conflicting interests and aspirations o f different groups’ in a 

‘healthy democratic process’; he alleged a ‘lack o f patriotism... lack o f  social concern for
■JO I

the weak and under-privileged... lack o f  economic reality’.

378  .
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I'he Fianna Fail Goverr.ment for its part stressed the limited scope for renegotiation or 

improvement o f the Understanding without damage to the economy.' With a requirement 

to maintain parity within the EMS, the orderly development o f incomes was viewed as 

essential to prevent further damage arising from industrial unrest, inflationary pressures, 

balance o f  payments difficulties and loss o f economic c o n f i d e n c e . A  responsible 

agreement, however, was deemed unlikely given the ‘pronounced conflicts o f interest’
384within trade unionism, with no one group having authority to speak for the movement. 

Meeting with employers. Government observed ICTU had no mandate to renegotiate, with
T O C

‘doubts... expressed about Congress being able to deliver on anything’. '

This led to unilateral Government intervention, as in 1970, Minister for Finance George 

Colley thinking it ‘necessary to induce a sense o f realism on the magnitude o f  the claims 

the economy can afford, or, if that should not be possible, to take action to ensure... 

excessive settlements are not arrived at, or become generalised’.' Statutory controls were
387rejected as threatening ‘social confrontation’ with unions and irreparable damage to 

orderly bargaining arrangements,^***^ while measures deemed necessary for equity were
389seen as risking adverse consequences for domestic and foreign investment. Instead an 

interim settlement was introduced in mid-June to provide breathing space ‘to allow 

commonsense to prevail in gaining acceptance o f  the need for a harmonious and orderly 

development o f incomes’.

Such a settlement had been suggested by employer and ICTU representatives, perhaps with 

improved lower-paid provisions and implementation o f the Understanding’s non-pay 

p r o v i s i o n s . T h e  Government guidelines entailed a six month 7% pay limit in the public 

sector, imposed in the private sector by Government contracts and price-control powers;
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this was effectively the first phase o f the Understanding, aim ing to compensate for 

inflation over the previous six months. Involving the non-implementation o f the 

Understanding’s non-pay provisions, the G overnm ent’s aim was to restart discussions for a 

new pay policy between employers and ICTU in the autumn o f 1979.

The interim measure, however, provoked a hostile response from ICTU, who felt it 

damaging for industrial relations by breaking with voluntary collective bargaining, and 

rendering ‘impossible any further renegotiations on pay policy centrally now or in the 

future’. C o n g r e s s  warned Government a large majority o f  unions wished to bargain 

individually: centralised bargaining was ‘dead for the time being at least’. While prepared 

to consider a Government proposition they were ‘not confident o f a positive outcom e’. 

They also dismissed comparisons with 1970, contending at that time ICTU had not 

exhausted its mandate; Congress participation in operating the norm was impossible ‘since 

they would have no credibility. If their intervention were sought they would be completely 

powerless’.

A mere two months after rejection, however, a minimally revised National Understanding 

was ratified by a sizeable majority o f ICTU unions (297 to 135), including the ITGWU, 

whose membership accepted by a 4-1 margin; the impact o f  the Second Oil Shock appears 

to have been pivotal to this. In late June employers, viewing the guideline as unrealistic 

and destined to result in industrial disruption, brought an improved pay offer to ICTU 

leaders, after first seeking Government approval. The employers explained they did not 

wish to see the difficulties and dangers o f  the oil crisis compounded by the risk o f  serious 

industrial relations problems.^^^ Government meanwhile was advised the revised terms 

would make employment targets more difficult to reach, increase the balance o f  payments 

deficit, and potentially lead to pressure on the external reserves and exchange rate, 

meaning they had ‘little attraction’ from an economic standpoint. Their merit instead rested 

on probable industrial stability, with enforcement o f  the limit likely to meet ‘vigorous
• • 397opposition .
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The ICTU about-turn in turn appeared to have rested on a lowering o f  expectations with 

deterioration o f  the Irish economy. Government and trade union figures recalled a quick 

escalation o f the Oil S h o c k . B i l l  Attley meanwhile remarked how memories o f the 

1974/75 inflationary spiral were f r e s h , a  detail that accords with M cCarthy’s argument 

that the majority Congress view on inflation started to weaken due to heightened 

unemployment and general a n x ie ty .C o m m e n ta to rs  also pointed to the Government’s 

determination in facing down public sector workers, notably postal workers, which made a 

voluntary wage deal preferable to a pay limit."'* '̂ The pay terms were improved for all 

workers by just over one percent, the no strike clause was maintained, while special 

increases were permitted for minor claims unrelated to basic pay, particular to individual 

employments not external comparisons."***^ T here were also significant improvements for 

lower-paid workers, while to aid its ratification, particularly with the ITGWU, the 

Government clarified the structure o f  the

That acceptance o f the revised Understanding owed more to the prospect o f guaranteed pay 

increases than the emergence o f an agreed approach to the Second Oil Shock was 

underlined at Government-ICTU meetings, where Congress leaders recognised the 

downturn, its likely effect on employment, and the Government’s difficulties in 

implementing the Understanding, but felt 'w hatever chance there was o f  coping with these 

difficulties by seeking mutual understanding and co-operation would disappear without an 

Understanding.''**'* As Fintan Kennedy remarked, it was ‘becoming increasingly difficult for 

his Executive Committee to convey these difficulties to other people who did not wish to 

face up to the warnings’. T h e y  also pointed to the persistence o f  distributional conflict, 

with continuing strong feelings on taxation;"*® ’̂ Mai Clifford noted at the ICTU July annual

398
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conference it ‘remains like a time bomb, ticking away; it can be defused by Government 

concessions, or it can explode’.

Conclusion

The 1977-79 Fianna Fail administration has many critics, but the precise challenge 

outlined in its economic strategy, the scale o f the unemployment crisis facing Irish society, 

was a valid one. The scale o f the crisis was such that income moderation and enhanced 

investment was necessary to stimulate the growth necessary to absorb Ireland’s rapidly 

growing labour force. The approach was one which sought to protect worker living 

standards in a context o f economic growth, in which a reappraisal o f attitudes was easier to 

carry through. While the proposed prescription had some theoretical merit, however, the 

manner o f its implementation was open to question, given the underlying tensions and 

expectations in Irish society from the 1960s on. Conflation o f  this strategy with electoral 

politics, renewed economic growth, and the strategy’s emphasis on private enterprise and 

profitability, long repudiated in trade union circles, served to fuel pay expectations, 

especially with the re-emergence o f trade unionism ’s central-local tension. This was only 

reinforced by the emergence o f the non-ICTU threat, itself a product o f  the constraints o f 

centralised bargaining.

Combined they encouraged a migration o f  trade unionism to its grassroots in the later 

1970s, and lessened its capacity for national co-operation, even for more Larkinite unions 

like the ITGWU. The prospects for securing a consensus on economic recovery were 

further undermined by the intensification o f  distributional conflict, with Fianna Fail’s 

initial proposals for public expenditure reorientation and mishandling o f the farmer 

taxation issue inflaming trade union and PAYE sentiment, and leading to demands that 

were not open to satisfaction within the limits o f the economic strategy. Together with the 

effective crisis for centralised bargaining, this in turn undermined acceptance and 

ultimately the overwhelming rejection o f  the genuinely innovative National 

Understanding; its revised acceptance only emerged with the deterioration o f  the Irish 

economy following the Second Oil Shock, which ended hopes for the sustained 

international recovery on which Ireland’s export-led recovery rested.
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Chapter 6- The Sterling Link and economic stability, 1972-79

Stability was basic to the Irish economic recovery effort in the inter-oil shock period. 

During the 1970s, however, Ireland’s economy was repeatedly destabilised by the Irish 

pound’s longstanding parity link with the British pound Sterling, whose weakness and 

volatility was a major influence on Ireland’s high level o f  imported and subsequent wage 

inflation. Intensifying the impact o f the First Oil Shock, Sterling’s effects underlined the 

reasoning for Ireland’s aspiration from the 1950s to re-orientate towards the E E C ’s greater 

dynamism and stability; linking the Irish pound to a stronger, less inflationary exchange 

rate regime consequently became a major policy issue. This ambition was complicated, 

however, by the legacy o f Ireland’s longstanding British links, such as the continuing 

major importance o f  the British export market, endangered by any precipitate break with 

parity, and crucially the looser Irish economic discipline Sterling’s weakness had long 

provoked and facilitated. These factors, which underlined the transitional nature o f 

Ireland’s reorientation towards the EEC during the 1970s, complicated efforts at 

establishing a more stable base for economic recovery after 1973.

B asis of the Sterling Link

The Sterling link was a reflection o f Ireland’s longstanding links with Britain, both 

political and commercial. Part o f a monetary union with Britain from 1826, the creation o f 

an Irish pound following independence saw the establishment o f  a one-for-one parity with 

Sterling on a statutory basis, under the 1927 Currency A ct.' This kind o f pegged 

arrangement was common for a small open economy, with Sterling’s then status as a major 

reserve currency promoting confidence in the new Irish pound.^ Importantly, it also 

ensured exchange rate stability for the greater part o f Ireland’s trade. Britain received 97% 

o f Irish exports in 1927, a high figure that diminished somewhat in subsequent decades, 

but remained substantial into the 1970s; Britain also represented Ireland’s major tourist 

market and source o f Irish imports.^ On a political level, parity also had nationalist 

connotations; it permitted free circulation o f Irish and British currencies in both North and

' For m ore on the history' o f  o rig ins o f  the Sterling link, and Irish currency  prior to 1922. see M cD ow ell, .1 M oore. "T he  D evaluation  o f  
1460 and the O rig ins o f  the Irish Pound". Irish H istorica l S tudies. V ol.25, N o.97  (M ay  1986). pp. 19-28. and M oynihan, M aurice. 
C urrency  a n d  C en tra l H anking in Ireland. 1922-1960. Ciill and M acM illan. D ublin. 1975
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Southern Ireland, facilitating cross-border trade, one o f  the ‘w elcom e sym bols o f  potential 

unity .

With the close Anglo-Irish trading relationship , the Sterling link w as therefore consistent 

with a 1970s view  o f  an exchange-rate as providing ‘as stable as possible a fram ew ork for 

the grow th o f  trade and investm ent’.'’ In keeping with parity’s statutory basis, the Irish 

pound shadow ed Sterling in its m ovem ents and devaluations from the 1930s to the 1950s.^ 

In fulfilling  this goal, as a fixed point o f  reference for the Irish econom y it also acted as a 

useful discip line for domestic policy, especially  in an export and foreign investm ent-led 

econom y. A n exchange between M inister for Finance Jack Lynch and Taoiseach Sean 

Lem ass from  1965 explained why. Lem ass, frustrated by the repeated failure o f  his 

G overnm ent’s exhortations for w age m oderation, enquired about the feasibility  o f  a 

floating or variable exchange rate, putting the strain  o f  adjustm ent to excessive trends on 

the rate rather than internal situation. This Lem ass suggested would allow  the econom y to 

live with excessive income developm ents, ‘w ithout having to rely on rather ineffective 

exhortations for restraint... or m easures o f  control which can never be fully effective and 

likely to cause friction’.̂

Lynch, how ever, stressed a fixed ra te ’s role as a discipline o f  dom estic policy, especially 

against the background o f  the w age inflation o f  the 1960s. The absence o f  a fixed ra te ’s 

certainty and discipline threatened to negate efforts at securing orderly incom e 

developm ents, long-term  planning, stim ulation o f  investm ent, and attraction o f  foreign 

investm ent, due to uncertainty o f  financial return. Instead, a floating ra te ’s inherent 

instability m eant cost-of-living increases from higher import prices threatened a vicious 

circle, touching o ff  ‘w age dem ands... higher costs and prices, a further w idening o f  the 

deficit in the balance o f  paym ents, and another drop in the value o f  the Irish currency’. A 

floating rate threatened to aggravate problem s, resulting in ‘constant w age and salary 

unrest’, w ith ‘no clear defence against adjustm ents to take account o f  an increase in prices,

4
NAI DI'A 2009/121/8. “Review o f recent Irish exchange rate experience and o f  the link between exchange rate policy and other 

policies” in "Secret- Proposed liuropean Monetary System and Possible Implications Ibr Ireland, 3'“' November 1978". pp.32-33; NAI 
DKIN 2004/4/48, “Secret- Some reasons for avoiding a devaluation (TK Whitaker, 8"' April 1970)” {'■welcome unity” quotation)
 ̂ NAI D f  2009/135/46, "Uanc Ceannais na hl:ireann- The Irish [ixchange Rate System- A Statement o f  Options", p.3 

* See Mt'ynihan, Maurice, Currency and Central Banking in Ireland. 1922-1960. Gill and MacMillan, Dublin, 1975, chapters 3 and 10 
(for first and second Banking commissions), and chapters 8 and 16 (pp.353/61) (for 1931 currency crisis and 1949 devaluation o f  
sterling, 30% relative to other world currencies, respectively), on official support for maintaining the Sterling link; sec NAI D f 
96/6/533,Memorandum for the Government- The International Monetary Position, lO"' .lune 1965”, p.5; Moynihan, Maurice, Currency  
and Central Banking in Ireland. 1922-1960. Gill and MacMillan, Dublin, 1975, p.355 for details o f 1949 devaluation 
 ̂ NAI D f  96/6/293, "Scan l.emass to Jack Lynch, 5"' .August 1965"
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even though this was generated by living beyond our m eans’.* In summary there was ‘no 

escape from the necessity to keep the rise in our costs and prices in line with those in other 

countries’.̂

Table 1- Irish Merchandise trade bv area, selected vears. 1961-80 (source- w aish, Brendan,
“ Ireland in the European Monelar>' System: I'he litTects o f  a Change in Exchange Rate Regime”, in Marcello De Ceceo (ed ), 
/nternalional Economic Adjustment- Sm all Countries and Ihe European M onetary System, Basil Blackwell, Oxford, 1983, p .172)

1961 I97I 1972 1973 1976 1977 1978 1979 1980
% % % % % % % % %

Origin o f 
imports
UK 50.7 49.5 51.0 50.7 49.2 48.2 49.5 50.0 50.7
Other EEC 
(incl Dk)

14.2 16.8 17.5 21.0 20.1 19.9 20.8 21.6 19.7

Others 35.1 33.7 31.5 28.3 30.7 31.9 29.7 28.4 29.6
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Destination 
o f  exports
UK 74.3 65.9 60.8 54.7 48.7 47.0 47.3 46.4 46.2
Other EEC 
(incl Dk)

6.4 10.1 16.8 21.3 27.1 29.2 30.2 31.1 31.3

Other 19.3 24.0 22.4 24.0 24.2 23.8 22.5 22.5 22.5
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Despite the efforts to reorient towards the EEC from the 1960s, the arguments that 

underpinned the Sterling link persisted during that decade and into the inter-oil shock 

period, an indication o f the transitional nature o f  this reorientation. In an indication of the 

greater dynamism from which Ireland wished to benefit, EEC-6 exports experienced 30% 

annual growth during the 1960s, even with imposition o f the 15% Common External Tariff 

(CET) on non-Community exports.'^ Non-UK EEC exports grew from 6.4% to 31.3% in 

1961-80. As can be seen from table 1, however, while declining from 74.3% o f total Irish 

exports to 46.2% in the same period, Britain remained Ireland’s single largest market; even 

Northern Ireland represented the South’s third largest m arket." The nature o f  the bulk o f 

Ireland’s manufacturing exports to Britain also reinforced the parity argument.

** NAI D T 96/6/293, ‘Mack Lynch to Sean l.cmass. 6"' August 1965"

NAI DT 96/6/293, “A Floating lixchange Rate" (circa October 1965)
NAI DI-'A 2006/44/192, "International Monetary I'und- Ireland Part I Staff Report 1966 Article VIII Ccinsultation- Prepared by StalT 

Representatives for the 1966 Consultation Approved by I.A W hittone, January 3"“ 1967", p.45 (Part 11)

NAI Dl-'A 2009/121/8. "I:MS- Implications for lixports- Views o fC T f-  Department o f  Industry, Com m erce and Energy, October 
1978", p.4, in "Propo.sed liuropean Monetary System and Possible Implications for Ireland- 3̂ ‘' November 1978"
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W ithin the EEC, h a lf  o f  Irish trade w ith Britain w as in the form o f  agricultural produce, 

governed by the Com m on Agricultural Policy (CA P), and therefore insulated from  any
1 7divergence betw een m arket rates for Sterling and the Irish pound. O f m anufacturing 

exports, how ever, m uch o f  the EEC exports were undertaken by high productivity foreign 

enterprises, w ith the m ajority o f  indigenous exporters active in the British m arket. W hile 

an increasing num ber o f  small and m edium -sized indigenous firm s exported to non-U K  

EEC countries by the later 1970s, the bulk o f  continental exports were undertaken by a 

small num ber o f  larger firms; in 1977, 6 firm s accounted for 18% o f  m anufactured exports 

to the non-U K  EEC. In total, there w ere approxim ately 1,700 Irish exporters o f  

m anufactured goods, 1,400 o f  w hom  were active in the British m arket, fhe  vast bulk were 

‘small, generally inexperienced’ exporters, m ost o f  whom  em ployed less than 100 persons 

per com pany, and m any less than 25; Britain was their prim ary, and in many cases only 

market, m any using it as a training ground for the EEC.'^

The m anufacturing sectors in which these exporters were involved m eanw hile included 

vulnerable sectors like textiles, clothing, footw ear, print and packaging, furniture and 

building m aterials; largely indigenous labour-intensive firms w ith a high percentage o f 

local value-added, m any o f  which operated on the m argins, and which suffered significant 

em ploym ent losses in the w ake o f  the First Oil Shock. Officials felt any loss o f  

com petitiveness had the capacity to elim inate their products from the UK m arket, and 

create com petition from  cheap UK im ports on the hom e m a r k e t . T h e  extent o f  the 

reliance o f  these sectors was underlined by the proportion o f  their total exports to Britain in 

1977; textiles (70.6% ). clothing (77.5% ). footw ear (41.9% ). furniture (90.7% ), print and 

packaging (61.2% ) and building m aterials (68.3%).'*'

The Sterling Link and econom ic inslahilily

W hile Sterling parity w as a discipline keeping Ireland in line with its m ajor export m arket, 

it nevertheless had num erous disadvantages that becam e apparent in the 1960s and 1970s; 

specifically, with the reorientation towards the EEC from  the late 1950s, it was 

questionable w hether the stability o f  the link or the discipline im posed w'ere best equipped

TN A  I'C O  87/739, Kolio 28 . 'M n M  I'rank lin  to S ir John I liint. “ 1:MS and the Irish” , 28"' Septem ber 1978"

N AI D I'A  2009/121/8 , “ HM S- Im p lica tions for lixports- Views o r C 'T l -  D epartm ent o f  Industry, C om m erce and Hnergy, O ctober 
1978", p. I, in ' P roposed 1-uropean M onetary  System  and Possible Im plications for Ireland- 3"* N ovem ber 1978"

Ibid p.8 

Ib id p .2
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to competing with more modern, dynamic European economies, and advancing this 

reorientation; indeed. Sterling parity began to resemble the floating link Lynch had warned 

against. Given Ireland’s susceptibility to imported inflation and the close Anglo-Irish 

trading and financial relationship, an implication o f the Sterling link was that the price 

level in Ireland and Britain tended to stay broadly in line over time.'^ This meant the Irish 

economy was subject to disturbances reflecting underlying conditions in the British 

economy, rather than domestic conditions. The long-term price comparability is hinted at 

in Table 2, with the year-on-year Anglo-Irish increase in consumer prices broadly similar; 

Ireland’s excessive 1960-76 development was evidence o f lost competitiveness vis-a-vis 

Britain during that period.

Table 2: Price Trends in Ireland and the UK, 1960-76 (source- n a i  d t 2 0 0 9 / i 35/46 A ppendix  i
(“ nx te rna l C om petitiveness o f  the Irish E conom y” ) to  ‘ Banc C cannais na hEiircann- T he Irish Eixchangc Rate System - A S tatem ent o f  
O p tio n s” , p. 14) ___________________ ___________________ _______________________________________ ___________________________________

Consumer
Prices

GDP
Deflators

Wholesale
Prices

Ireland UK Ireland UK Ireland UK
1960 100.0 100.0 100.0 100.0 100.0 100.0
1961 102.7 103.4 102.8 103.0 101.8 102.7
1962 107.0 107.9 106.8 106.5 105.6 105.0
1963 109.7 110.0 109.7 109.0 106.9 106.1
1964 117.0 113.5 1 17.9 113.1 111.9 109.6
1965 122.9 H9 . 0 123.0 118.7 115.7 114.6
1966 126.6 123.7 127.2 123.7 120.4 117.9
1967 130.7 126.8 132.0 127.5 125.0 1 19.4
1968 136.7 132.7 138.0 133.8 130.6 122.4
1969 146.9 139.9 147.8 141.0 139.5 127.1
1970 159.0 148.8 161.0 150.8 147.1 135.5
1971 173.3 162.8 175.8 164.1 154.6 147.7
1972 187.6 174.4 193.6 176.8 165.6 155.6
1973 209.9 190.5 216.1 193.5 188.5 166.9
1974 244.8 221.0 257.8 227.1 226.5 206.0
1975 296.0 274.4 315.9 283.7 282.8 255.7
1976 349.3 320.2 372.3 NA 310.4 284.5

Economist Moore McDowell popularised this idea when advancing a ‘Small Open 

Economy’ (SOE) model o f Ireland in 1975. The decision to maintain a fixed-exchange rate 

with a larger trading partner implied accepting that country’s inflation rate in the long-run; 

while short-run divergences could occur. Sterling pre-empted control over the long-term 

behaviour o f the Irish price le v e l .I re la n d  was therefore not qualitatively different from 

any other region o f the British economy, although importantly McDowell argued

NA! D T 2009/135/46, 'M em orandum  for the Inform ation  o f  the (io v e rn m en t- tixchange Rate o f  Irish Pound. 9"' April 1975 '. p. I 

M cD ow ell. M oore. "Ireland: The C ontrol o f  inflation  in a Sm all O pen l-'conomy’', Sliidies. V ol.64. N o .253 (S pring  1975). p .3
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I o

exchange-rate fluctuation could weaken imported inflation’s transfer mechanism.

Together with the convenience o f the British emigration outlet. Sterling’s weakness in the 

post-war era meant it equated to an accom m odating exchange rate regime, which in turn 

facilitated excessive trends in the Irish economy that hindered economic development.

1970s Central Bank Governor Charles Murray described an exchange rate as reflecting an 

econom y’s health, ‘its ability, compared with other economies, to grow and develop while 

avoiding balance o f  payments difficulties and problems of inflation’.*̂  Importantly, strong

exchange-rate regimes, the Bank pointed out, required a ‘high degree o f economic
20discipline in that aspirations are kept closely in line with available resources’. Sterling’s 

weakness, however, influenced by balance o f payments difficulties caused by large war 

debts meant it failed to impose an undue discipline on the Irish economy. Such regimes 

were generally viewed as discouraging higher productivity; their weakness and frequent 

instability impacted on business confidence, making the importation o f capital goods for 

production, at least from non-Sterling areas, more expensive."' T his postponed

restructuring and investment required to address fundamental problems o f inefficiency and
22low labour productivity.

Coupled with the common British-lrish financial market, Ireland was meanwhile able to 

borrow, inflate and run a balance o f payments deficit higher than in a stronger currency 

re g im e .T h ro u g h  frequent depreciation in the 1960s and 1970s, Sterling also reflected an 

accommodating exchange rate’s perceived encouragement o f  economic illusions, which by 

creating the idea that exchange-rate adjustments such as currency depreciation were the 

key to competitive success, deflected attention from its real determinants;^"* this was clear 

in the development o f the inflationary psychology in the late 1960s and early 1970s, and 

sheltering o f  Irish competitiveness throughout the 1970s by currency depreciation. This

Ihid, p . l l
19

"T he  State o t the N ation- lix tract from  speech by the G overnor. M r Cl I M urray, to the Royal Institute o f  the A rchitects ol Ireland, 22 
O c tober 1977” m C entra l B ank Q uarterly  Bulletin- W inter 1977. p .71 

C en tra l Bank o f  Ire land  Q uarterly  B u lletin - ll'in ler 1978. p .5

N ational I-xonom ic and Social C ouncil, A S tra tegy 'fo r  D evelopm ent 1986-1990: G row th. E m ploym ent a n d  F isca l Balance. S tationery 
O ffice , D ublin, 1987, pp. 177/78 

Ibid, pp. 177/78

T N A  KCO 87/880. Robin H aydon, A m bassador, B ritish Hm bassy, D ublin, to Dr D avid O w en M P, fo re ig n  Secretary, 'F^uropean 
M onetary  System , R epublic o f  Ireland, 5"'.lanuary  1979 ', pp .2/3; S im m s interview ; C asey , M ichael, "C om paring Irish and A ustrian 
M onetary  and F:xchange-Rate Policy: W hat can vve learn'’ ', in M atthew s. A lan, and lida  Sagarra  (eds.). E conom ic P erform ance in Two 
S m a ll E uropean E conom ies: Ire land  a n d  A ustr ia  C om pared- P roceedings o f  the th ird  Irish Sym posium  in A ustrian  S tud ies h e ld  in 
Trin ity  C ollege D ublin  4"'-5"' M arch  / 988. I^cpartm ents o f  l-xonom ics and Cierman. fr in ity  C ollege D ublin. 1988. p .50 

Ryan. Louden, '({xcessive increases in pay will deny Jobs to unem ployed ', ,lanuary 16"' 1979
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was in contrast to harder, non-accommodating regimes, viewed as bringing innovation 

inducing pressures; lower import prices, which made importation of efficient machinery 

and equipment more attractive; ' and expectations o f  currency stabiHty, with further 

benefits for domestic interest rates and investor confidence.

Sterling’s destabilising influence became a basic issue in Irish exchange rate, as well as 

macroeconomic policy during the 1970s. The Central Bank wrote in 1976 o f economic 

difficulties that were domestic in origin, in which case the remedy was to adjust domestic 

policies, and those where disturbances were predominantly o f external origin. O f the latter, 

it was likely existing policies, if  appropriate domestically, would appear constrained and 

frustrated by the existing exchange rate, in which case rate adjustment removed an 

impediment to the success o f  otherwise appropriate domestic p o lic ie s .W h e th e r  the rate 

was sustainable would be determined by the strength o f the external reserves and the 

judgem ent o f the market, which would ‘almost certainly be decisively influenced by the 

coherence and realism o f the overall economic policy strategy, o f which exchange rate 

policy is but one part’.̂ * Sterling’s weakness throughout the 1960s and 1970s, however, 

reinforced while also to an extent helping shelter inappropriate domestic trends in Ireland, 

which in turn complicated moves to minimise its destabilising effects on the Irish 

economy.

The Irish economy and the 1967 Devaluation

The destabilising potential o f the Sterling link on Ireland, and the problematic discipline it 

facilitated, were indicated during Ireland’s first full decade o f trade liberalisation, the 

1960s; Sterling’s movements provoked domestic responses that posed grave risks for the 

Irish export and foreign-investment led growth strategy. While EEC accession and 

preparation for free trade became policy priorities during the 1960s, the non-reality o f 

accession and continuing strength o f the British export market meant Britain remained the
29predominant consideration in Irish economic policy during this period. This was reflected

Ibid. p. 176

Ibid, p ,I7 8  and p.309
■>7

N A i o  r  2009 /135 /46  Irish liank ing  System  Link w ith S terling, A ppendix I ("E xternal C om petitiveness o f  the Irish E conom y") to 
"B an e  C eannais  na h lu rean n - I he Irish E xchange Rate System - A Statem ent o f  O ptions", p 2 

Ibid, p.4

See for exam ple Jack  Lynch 's  response to Liam  C 'osgrave on the question  o f  a Sterling  devaluation in 1965- D ail E ireann. 13"' ,luly 
1965, V ol.217, No.7, col. 1009
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in economic documents and Cabinet submissions o f the time, even as Sterling began to 

weaken, and increasingly stop-go British growth emerged.

Economic Development noted in 1958 how Ireland had a ‘vested interest’ in British 

prosperity, as well as Sterling’s value and acceptability as an international medium o f 

payment.^^ Within Finance, this saw a benign attitude towards measures tasked with 

addressing Britain’s balance o f payments difficulties, and strengthening Sterling, 

particularly the imposition o f corrective measures imposed by Harold W ilson’s Labour 

Government from 1964. Including an attempted wage freeze, tighter monetary policy, and 

cutbacks in domestic and therefore export demand,^’ Finance briefed that despite their 

temporary inconvenience, such as their contribution to Ireland’s 1965 Balance o f  Payments 

crisis, they might help the British economy escape the ‘straight jacket o f unsatisfactory 

growth’; they were therefore in ‘Ireland’s no less than Britain’s interests’, by removing
'y'y

uncertainty and establishing a stronger export market.

These efforts to strengthen Sterling failed, however, leading to its enforced devaluation in 

November 1967 inside the Bretton Woods system o f fixed exchange rates. Ireland was 

seen as having little choice but to shadow this devaluation. Irish political debate was 

conscious o f the potential effect on prices,’̂  ̂while the Fianna Fail Government, sensitive to 

allegations o f dependency on Britain, portrayed the decision as a free choice after careful 

consideration.^'* Finance briefed in 1965, however, when devaluation was initially 

rumoured, o f the limited scope open to the Irish authorities. Allowing for a higher value of 

the Irish pound against Sterling threatened ‘unpredictable damage to our econom y’, 

through disruption o f trade, tourism, remittances and investments; greater import 

penetration with cheaper devaluing imports; and ultimately serious unemployment.^'"’

With the wage inflation o f the 1960s, these dangers were seen to be reinforced by the 

likely over-valuation o f the Irish pound, even against a struggling Sterling: manufacturing 

and agricultural exports received financial aid through export sales relief or Exchequer

Economic Development. Stationer>' Office. Dublin. 1958. p 25
See NAI Dl'IN 2001/3/126. “ M eniorandiim for the Information o f  the Ciovernment- Hffects o f recent British measure.s on Ireland's 

development prospects, 9"' August 1966"
“  NAI DFIN 2001/3/1261. “liffects o f  British austerity measures on Irish developm ent prospects" (c. September 1966). p 4; see also 
Dail F.ireann. 2 8 " 'November 1967. vol.2 3 1, no.6. col.S29

Dai! Eireann. 22'“' November 1967. vol.2 3 1. no.4. cols.467-69 

Dai! Eireanii. 28"' November 1967. vol.231. no.6. col.820

NAI DT 96/6/533. Memorandum for the Ciovernment- The International Monetar>' Position. lO"' .lune 1965”. pp.8/9
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subsidisation, while continuing high protection o f  the home market might ‘even be a 

symptom o f the over-valuation o f  the Irish pound’.D e s p i t e  a rare balance o f  payments 

surplus o f £15m in 1967, the Irish pound therefore joined Sterling in a managed 14.3% 

devaluation against the US dollar, from $2.80 to $2.40; the Danish krone. New Zealand
37dollar, Israeli Shekel, and Spanish peseta undertook partial devaluations.

Combined with rapid international growth, this devaluation was instrumental in driving 

both the inflationary psychology o f the late 1960s and subsequently the 1970 Inflationary 

crisis. The devaluation boosted Irish competitiveness, growth and exports, the latter o f 

which expanded by 6% and 30% in 1968, while also helping diversify Irish trade by
38mcreasmg exports to non-devaluing EEC countries, helping offset the CET.

Devaluation’s benefits were short-lived, however, with a rise in import prices from non

devaluing countries (providing 45% of total imports),^^ raising prices and, through 

rejection o f Ireland’s ‘price-taker’ status in trade union circles, generating compensatory 

wage demands; combined with the inflationary psychology and maintenance settlement 

this helped generate the wages/inflationary spiral o f  the later 1960s. This spiral in turn had 

implications for exchange-rate policy that underlined the perceived dangers o f  the 1970 

Inflationary crisis in the eyes o f Irish policy makers.

In the two years following the devaluation, Ireland’s 1967 balance o f  payments surplus 

deteriorated by £84m, from +1.5% to -5.5% of GNP,"'° placing stress on the balance o f 

payments, and provoking concern about the Irish pound’s ability to maintain parity even 

with a struggling pound Sterling.'" This in turn threatened an enforced devaluation o f the 

Irish pound against Sterling, loss o f a fixed point o f reference for the Irish economy, and 

the maintenance o f  foreign confidence. The NIEC spelled out the implications o f enforced 

devaluation in 1969, merely registering failure in preventing inflation, ‘w ithout making a 

contribution in itself towards coping with it more effectively in the future’; by adding to 

domestic costs and income pressures ‘which had caused the devaluation in the first

36 l u  I Ibid

“N o tes  on  Current T o p ics” , in The Irish  B a n k in g  R ev iew , D ecem b er 1967, p.23; D ail Hireann, 28"' N o v em b er  1967 , v o l.2 3 1 , n o .6 ,
c o l .8 20  
38

“T h e Irish Pound and Sterling", in 7'he Irish  B an k in g  R ev iew . M arch 1968, p. 14; O E C D  E co n o m ic  S u r\'eys- I re la n d - h e h rn a r y  1970. 
p 13; M c A leese , D erm ot, and ,lohn M artin, Ireland's M anufactured F-xports to  the HHC and the C om m on  lix tern a l I'arilT, The 
E co n o m ic  a n d  S o c ia l R ev iew . V o l.3, N o .4 (1 9 7 2 ) , p .617  

D a il E irean n . 28"' N ovem b er 1967 , v o l.2 3 1 , n o .6 , c o l .822
40

M organ, I:V, C aii.ses a n d  E ffec ts  o f  In fla tion  in  Ire lan d. S tationery OITicc (N ation al I x o n o n iic  and S oc ia l C o u n c il) , D ub lin , 197.^, 

p. 139

N A I D T  2 0 0 1 /6 /3 1 2 , ''M em orandum  tor the G overn m en t- T h e I 'con om ic Situation , 6"' .lanuary 1970", pp. I -3
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instance’ it feared similar devaluations w ould be inevitable. This risked serious effects on 

investor confidence, such as potential gross capital outflow arising from increased 

exchange risk, which ‘would reduce the current deficit that could be supported and... the 

sustainable grow th in dom estic ou tpu t’.

I'K W hitaker, by then Central Bank G overnor, also prepared a secret m em orandum  for 

G overnm ent in April 1970, w arning against devaluation and loss o f  a fixed point o f  

reference. He sim ilarly viewed enforced devaluation, the result o f  a failure to control 

inflation, as providing only a tem porary boost to com petitiveness, w hile by ‘subm itting to 

events, not trying to guide them ’ strengthening the forces which had caused devaluation. 

Em ergence o f  a m ovable exchange rate m eant there was ’ little to stop a further spiralling 

o f  wages, prices and costs, necessitating in tim e a further devaluation’: not a ‘once for a ll’ 

event, but m ore likely a ‘chain reaction’. The confidence o f  external investors w ould be 

im paired, and cause a cessation, if  not substantial outflow  o f  capital.

W hitaker underlined the tenuous nature o f  Ireland’s reorientation during the 1960s by 

rem arking it ‘w ould not be a source o f  national pride to have to adm it... the Irish pound 

could no longer look even a depreciating pound sterling in the face’; devaluation would not 

represent pursuit o f ‘some tangible advantage, but rather recognition o f  failure to overcom e 

a com petitive disadvantage caused by relatively fast inflation and inadequate productivity 

grow th’. Loss o f  investor confidence m eant ‘getting value for devaluation w ould require a 

wide range o f  restrictive and unpopular m easures’; there was m ore value in ‘taking the 

necessary corrective m easures in tim e... Exchange rate adjustm ent is no real substitute for 

internal econom ic discip line’."''̂

The rejection o f ‘price-taker’ status in Irish collective bargaining, and the em phasis on 

preserving living standards and differentials, therefore dispelled confidence in the use o f  

devaluation as a policy instrument.'^^ as it had been in Finland in 1968, another small, open 

export-led econom y.'’  ̂ In F inland it had been em ployed as part o f  a w ider counter- 

inflationary package to address acute unem ploym ent, balance o f  paym ents and inflationary

42
NAI D FIN  2003/20 /96 , “N ational Industrial l:cononiic C ouncil- (iencral Purposes C om m ittee- M em orandum  on Incom es Policy". 

pp.4/5

NAI D l'IN  2004 /4 /48 . “ Secret- S om e reasons for avoiding a devaluation (TK W hitaker. 8"' April 1970)”
44

Ibid
45

N ational I'xonom ic and Social C ouncil. Prelude to Planning. Stationery O ffice. [Dublin. 1977, pp .63/64
46

Barry. Frank, Theoretical and P ragm atic  Hlements in the Civil Service D ebates on  Trade L iberalisa tion ', Septem ber 2008, p 3
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problems, combining devaluation, restrictive measures and trade union co-operation on 

wage restraint. Similar in design to the 1976 pay pause, this permitted excessive costs to be 

absorbed by the economy, helping reduce inflation and enhance Finnish export 

competitiveness. The Finnish package was examined by the NIEC in the context o f its 

counter-inflationary discussions in the autumn o f 1970.'’̂  Given the momentum o f the 

maintenance settlement and inflationary psychology o f the time, however, and ICTU’s 

inability to subscribe even to the N IEC’s draft recommendations, such a proposal was 

never pursued.

The Breakdown ofBretton Woods and the Sterling Crisis, 1971-77 

During the 1960s Sterling’s instability therefore helped provoke excessive trends within 

the Irish economy, fuelling the inflationary psychology and helping contribute to the 

moment o f crisis for the Irish growth strategy in 1970. With the onset o f the Oil Shock, 

however, a more vulnerable world economy, and counter-inflationary shift on the part o f 

other Western economies, even greater instability on the part o f Sterling raised serious 

questions about maintenance o f the parity link, with the Irish economy’s prospects for 

economic recovery seen to rest on its severance in favour o f a stronger exchange rate 

regime, and by implication a much higher level o f economic discipline. After 1973 Sterling 

experienced a crisis o f confidence on international markets, and began a spiral o f  currency 

depreciation that culminated in 1976; fuelling Ireland’s level o f imported inflation, this 

added to the severity o f the crises that emerged in 1975, and threatened to deprive Ireland 

o f  a stable base from which these crises could be effectively tackled.

This crisis emerged in the context o f Ireland’s final accession to the EEC, laying the basis 

for lessening dependence on fellow entrant Britain through association with stronger, more 

dynamic European economies. Several o f those interviewed for this thesis pointed to how 

accession marked a total change in higher level Irish political discourse. Labour’s Tony 

Brown described accession as allowing Ireland to escape the status o f ‘client state o f the 

UK’. Ireland and Britain were now ‘equal partners’; the idea o f an ‘offshore island o f an 

offshore island’ was now gone. The currency issue was also no longer sacrosanct, and 

could be approached and analysed in its own right; the developing debate on Economic and

NAI I) |;N T I:M P  2001/ 50/4 4 6 , “Som e notes on F in lan d 's  Stabilisation  Program m e in 1968- 23"' July 1970", p. I 
[•'inland was a com m on point o f  reference in com parison w ith Ireland during  this period- also see liing liam , TRG, and I lenri .1 
Vartiainen, ■Growth and D evelopm ent in Sm all. O pen [-conom ies- A C om parison  between Ireland and [ 'in land” , in C en tra l B ank  
Q uarterly  HuHetin. F om har 1973. pplO O -12; and Som ers, M ichael ,1, “G row th  and Stability- f in n ish  S ty le” , in C en tra l B ank o f  Ireland- 
Q uarterly  B ulletin- Ai(tunin 1970. pp.66-79
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48M onetary Union also ensured a changed environm ent for discussions. This process, 

how ever, especially in A nglo-Irish trade, w as in its infancy. The im portance o f  the latter 

w as therefore an im portant consideration in any move to break with Sterling.

The crisis, besides Sterling’s w eakness throughout the post-war era. had its origins in the 

early 1970s, which saw a transform ation in the international m onetary environm ent. The 

heightened international inflation from the late 1960s led to the collapse o f  the Bretton 

W oods system  o f  fixed exchange rates, w hich prevailed from the end o f  the Second W orld 

W ar, in 1971-73. Having m inim ised exchange risk and com petitive devaluations, as 

occurred in the inter-w ar period, and therefore underpinned the boom  in post-w ar 

international trade, the system w as subjected to increasing strains from  the late 1960s, o f
49 •w hich S terling’s devaluation w as a sym ptom . Effectively ending when R ichard N ixon 

took the US dollar o ff  the Gold Standard in 1971.^** currencies reverted to m anaged 

floating, currency valuation now  determ ined by international markets.

At first w elcom ed by econom ists, the em ergence o f  floating rates gave rise to m onetary 

and inflationary instability and uncertainty, underm ining international trade and growth;'^' 

by rem oving the balance o f  payments constraint associated with m aintaining a currency’s 

value floating was also credited with enabling W estern econom ies deal m ore flexibly with 

the fallout from the First Oil S h o c k . T h e  shift, however, had profound effects on an 

already w eakened Sterling at a tim e o f  near-ungovernability in Britain. Several factors 

com bined to cause a collapse in the currency’s value from 1974, such as the rem oval o f  the 

fixed-rate discipline; further balance o f  paym ents deterioration after EEC accession, which 

entailed tariff  reduction, liberalised capital m ovem ents, and the end o f  B rita in’s cheap food 

policy; and the im pact o f  the Oil Shock. I ’hese were com plem ented by insecure or m inority

Brown interview
49

Massey, Patrick, 'Bxchange Rate Policy in a Small Open Fxonomy- An Kxaniination ol Irish lixperience'. Journal o f  the Slalislical and  
Social Inquiry Society o f  Ireland. Vol.XXV, Part V (1987). p.2

Moeusen. Wim, 'lAiropean Hcoiiomic Integration- -rom business cycle to business cycle', in Themes in Modern European Hisior)' 
since 1945. edited by Rosemary W akeman. Routlcdge, Ixindon, 2003, pp.240/41

Massey, Patrick, ' Exchange Rate Policy in a Small Open Hconomy- An l-!xamination o f  Irish Experience', Journal o f  the Slalislical 
and Social Inquiry Society o f  Ireland. Vol. XXV, Part V (1987). p. 3; ,■/ National Partnership- Laid by the Government before each House 
o f  the Oireachtas November 1974. The Stationery OlTice. Dublin. 1974, p.5

Organisation for licononiic Co-operation and Development, Towards Full Employment and Trice Stability- Summary o f  a report to 
the OECD by a group o f  independent experts. 01-X'D. Paris, 1977. p. 11; "Cabinet- l-Airopcan Monetary System- Note by the Chancellor 
o f the Exchequer- 22 November 1978" (acces,sed 26"'December 2 0 1 1), p.2
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Governments, trade union belligerency, and a weak ‘political and social resolve to tackle 

inflation’.

rhis was at a time when a high degree o f flexibility was required to carry out the structural 

adjustment required by the Oil Shock and related terms o f trade loss; Britain, unlike other 

European countries, also had no traumatic historical experience o f  hyper-inflation, 

meaning the political and social resolve to tackle inflation, which rose to 27% in 1975, was 

slow to materialise.^'* This sapped confidence in the British economy, generating the 

‘Sterling Crisis’ which led to its collapse on international markets; this culminated in 

1975/76, when it hit a low o f $1.58.^^ Between January 1973 and March 1977, Sterling 

depreciated 26.8% and 22.8% against the US and Canadian dollars, 43.5% against the 

Dutch Guilder, 39.3% against the Belgian Franc, 37.8% against the Danish Kroner, 45.6% 

against the German Mark, 20.8% against the Spanish Peseta, 29% against the French 

Franc, 32.6% against the Japanese Yen, and 50.5% against the Swiss Franc; it appreciated 

only against the Italian Lira, which also experienced a currency crisis in the mid-1970s, by 

10.9%.-'^

Ireland and the Sterling link. 1971-75

This collapse o f Sterling, and its fuelling o f imported inflation, posed a major dilemma for 

Irish economic policy, with the Anglo-Irish trade argument for parity remaining 

unquestioned in the 1970s.*’̂  A break with Sterling had been made easier by the removal, 

in keeping with IMF obligations, o f parity’s statutory basis in the 1971 Central Bank Act;*’* 

parity was instead maintained on a discretionary basis through Central Bank management 

o f the external reserves i.e. foreign currency h o ld in g s .T h ro u g h o u t the early 1970s,

“IJniled Kingdom: the sterling crisis o f  1976'', in Organisation for Economic Co-operation and Development, Why Economic Policies 
Change Course- Eleven Case Sliidies. OBCO. Paris, 1988, pp.65/66 

Ibid

Statler, .locelyn, "British Foreign Policy to 1985. VIII: The European Monetary System: From Conception to Birth” , Inlernalional 
Affairs (Royal Insliliile o f  Inlernalional Affairs, I944-), Vol.55, No.2 (April 1979), p.208; See “ United Kingdom: the sterling crisis o f 
1976”, in Organisation for Economic Co-operation and Development, Why Economic Policies Change Course- Eleven Case Studies. 
OECD, Paris, 1988, pp.65-73

NAI D T 2007/116/363, “Devaluation”

NAI D f  2005/7/258, “Meeting on Economy with IFA and ICMSA on Thursday, 26"' September 1974” , p.5 
Cenlral Bank o f  Ireland Ouarlerly Bulletin- Spring 1973. p. 12
“ International Monetary Reform” , in The Irish Banking Review. December 1973, p. 11; OECD Economic Surveys- United Kingdom- 
Junuary 1973. p. 12

The par value o f  the Irish pound was subsequently dellned in terms o f gold- “Colley rebuts speech on devaluation” . The Irish Press.
5"' September 1970; NAI DFA 2009/121/8, “Proposed European Monetary System and Possible Implications tor Ireland- 3"' November 
1978”, p.3
59
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how ever. Sterling depreciation helped shelter Ireland’s deteriorating com petitiveness, 

especially  in harder currency m a r k e t s .A s  officials claimed, the heightened redundancies 

o f  the early 1970s m ight have been w orse w ithout the benefit o f  S terling’s depreciation.^' 

Ireland w as m eanw hile protected from  the full effects o f  depreciation by the inter-linkages 

betw een the Irish and British econom ies. In 1971-75, when Sterling effectively depreciated 

against other currencies by 30.2% , Ireland’s effective depreciation was only 14.2%.^^

D uring this period, the Irish pound also shadow ed Sterling’s entry into an EEC effort to re

establish  regional m onetary stability in M ay 1972: the jo in t European float or ‘Snake’, a 

system  dom inated by the G erm an D eutschem ark, which perm itted m argins o f  fluctuation
63betw een m em ber currencies o f+ /-2 .25% . Ireland was never officially a m em ber, w ith it 

intended it w ould form ally adhere to the arrangem ents from July 1972.^^* In an indication 

o f  S terling’s continued weakness, however, Britain was forced out o f  the Snake after only 

six w eeks, follow ing a m assive loss o f external reserves. Ireland shadow ed S terling’s exit, 

m irrored in the departure o f  several other European currencies, particularly  in the w ake o f  

the Oil Shock.

S terling’s rapid deterioration from 1974. how ever, and its inflationary effect on the Irish 

econom y, m eant exam ination o f  the parity link was forced on the N ational Coalition. As in 

the 1960s, the inflation transm itted by the Sterling link went only part o f  the w ay to 

explaining the severity o f  Irish inflation; it in turn provoked reactions from  G overnm ent, 

unions and em ployers, which m agnified its effects on Irish costs and prices, harm ing Irish 

com petitiveness and the stim ulation o f  dom estic and foreign in v e s tm e n t .S te r l in g ’s 

depreciation m eanw hile also intensified Ire land’s loom ing debt crisis, with appreciating

NAI DFA 2006/131/1257. Annex to “The Developinent o f New Markets- An Analysis o f  Irish Export Perrormance in Developing 
Countries”, p.2- This was underlined by the boost given to the value o f  Irish exports to various non-F.EC eeononiies between 1975 and 
1976- United States £87.9m to £128.9ni; .lapan £9 .lm  to £23.5m; Sweden £15.3ni to £21 9m; Canada £16 8ni to £20.9m; Australia 
£9.9ni to £ 17.7m; Norway £3 .7m to £10. Im (p.3 o f  annex)
On this also see A National Partnership- I m d h y  the Government before each House o f  the Oireachtas November 1974. The Stationery 
Office, Dublin, 1974, p .19; and NAI DT 2009/135/46 Irish Hanking System Link with Sterling, Appendix 1 (“External Competitiveness 
o f the Irish Economy") to "Banc Ccannais na hEireanr- The Irish Exchange Rate System- A Statement ofO ptions", p.2

NAI DT 2005/7/363, “Fourth Programme- Eeonom c and Social Development, 1973-1975, Chapter I- The background and the 
issues” , p.2/3

Economic and Social Development. 1976-1980. Staiionery Office, Dublin, p. 14; NAI DT 2009/135/46, “Memorandum for the 
Information o f  the Ciovcrnment- Exchange Rate o f Irish Pound, 9"' April 1975”, p.3

T)ecision to lloat Irish pound was 'econom ic'- C o ley ', The Irish Times. ,lune 28"' 1972 
'International Monetary Developm ents', The Irish Banking Review. September 1972. p 17

Sweden joined in 1973 but left in 1977. France left in ,lanuary 1974, subsequently rejoined in July 1975, but left again in March 1976- 
l.udlow, Peter, The Making o f  the European Moneiar) System- A case study o f  the politics o f  the European Community. Butterworth 
Scientific, London, 1982, pp.2/3

Economic and Social Development. I976-I9S0. Stationery Office. Dublin, p.20; National Economic and Social Council, Prelude to 
Planning. StationeryO ffiee, Dublin, 1977. p. 10
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currencies accounting for 90% o f Ireland’s 1975 foreign debt o f  £360m;^^ by the end o f 

1976, Sterling’s fall increased the foreign debt burden by 30%.^* With the high level o f 

imported inflation and instability it helped generate, the Sterling link was therefore a 

central element o f the crises that emerged in the Irish economy in 1975.

This encouraged suggestions o f a break with Sterling, with the crises coinciding with 

publication o f M cDowell’s ideas on exchange-rate policy in a small open economy; this 

influenced many policy makers, particularly with regard to the idea o f the link as a channel 

for imported inflation, which in turn aggravated wage demands. Labour’s Brendan 

Halligan was one such figure,^^ supporting a break with Sterling on the basis o f  being a 

‘passenger in the back seat o f  a car... about to plunge into a river’.̂  ̂Halligan favoured 

membership o f the EEC snake or a joint limited float o f currencies,^' believing unions 

would behave ‘intelligently and responsibly’, as it was ‘in their own interests... the rate o f 

inflation be brought down... living standards be defended... that there be real progress 

towards full em ploym ent’.

The exchange rate issue was in turn dealt with in Labour’s June 1975 policy proposals, 

which regarded it as having a ‘most important bearing on the medium to long term 

prospects o f moderating and controlling inflation. In a small, open economy, the 

transmission o f inflation through the exchange rate is now recognised as a phenomenon o f 

real importance’. It stressed ‘if  the UK economy continues to deteriorate... then a change in 

exchange rate policy must be considered as a contingency’.̂  ̂Amid calls for the link’s 

reassessment,^"^ Finance, which took a lead in discussions, acknowledged in 1975 such was 

the ‘weakness o f the British economy, and so little progress... made in putting that 

economy on a sounder footing... it is necessary to consider what Irish policy should be in 

the event o f a significant change for the worse in Britain’.̂ *’

NAI D f'IN  F40/2/75 (uncatalogued), “ M em orandum  for the Inform ation o f  the G overnm ent- Foreign  B orrow ing , M arch 1975” , 
pp.5/6; A lso see N ational H conom ic and Social C ouncil, Prelude to Planning, Stationer>’ O ffice, D ublin , 1977, p .50

NAI DT 2006 /133/454. "M em orandum  for the  G ovcrm ent: Foreign B orrow ing, 26"' N ovem ber 1976 (D epartm en t o f  F inance)” ,
pp. 1/2

Senator W ants to lind S terling  L in k ', The Irish Times. M ay 19"' 1975

Coglilan, D e n is ," The Saturdav' Interview : B rendan H alligan” , The Irish Times. N ovem ber 22"" 1975

"Senator W ants to l:nd S terling  L in k ', The Irish Times. M ay 19"' 1975

C oghlan . Denis. "T he Saturday Interview : B rendan H alligan". The Irish Times. N ovem ber 22"" 1975

ILH M A  B rendan C orish Papers Box 2. M em orandum  from an Tanaiste on Policy Proposals to D eal w ith  Inflation  and 
U nem ploym ent 12/6/75 '. p.41

ILHM A B rendan C orish Papers Box 3. "T he Labour Party- A nnual R eport 1974-75”. p .17; NAI D l ' 2 0 0 9 /135 /46 , "M em orandum  for 
the Inform ation o f  the G overnm ent- lixchange  Rate o f  Irish Pound, 9"' April 1975". p. 10
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The Sterling Crisis and Irish exchange-rate po licy

In the policy discussion that follow ed from m id -1975, the role o f  greater and sustained 

econom ic discipline, required in a stronger exchange-rate regim e, and necessary in any 

case for econom ic reco \ery , was central. Sustained discipline had to precede a credible 

revaluation, especially as the Irish pound was still held to be overvalued, even in the m id- 

1 9 7 0 s7^ A s official briefings stressed throughout the 1970s, exchange rate policy w as no 

cure-all, instead reinforcing other, preceding counter-inflationary policies. Exchange-rate 

policy had to be ‘consistent with o ther econom ic policies and vice versa’. Dom estic 

policies had to be geared to ensure over tim e a balance o f paym ents position consistent 

w ith a chosen reg im e’s strength.^’

rh is  was indicated in the w holesale rejection o f  devaluation as a m eans o f  tackling the 

econom ic crises, especially against the background o f  the 1960s inflationary spiral, the 

foreign investm ent requirem ents o f  Irish econom ic recovery, and Ire land’s increasing 

reliance on foreign borrow ing. The advisory National Econom ic and Social Council 

(N ESC ) was a prom inent com m entator on devaluation, w arning how  in the absence o f  a 

reduction in average real incom es, it left the Irish econom y where it started, needing 

devaluation or deflation.^** And even with the tim e lag needed for the full reaction o f  

exports and the external deficit to devaluation, it contended overseas creditors m ight lose 

patience, unw illingness to hold Irish pounds to cover the deficit leading to further 

devaluation. Export expansion also rested on investm ent in additional capacity and 

consequently higher priced  im ported capital goods, m uch o f  which was undertaken by 

foreigners; the danger o f  a loss on investm ent in a devaluing currency could dissuade 

potential investors, ‘m aking  another devaluation all the m ore likely’.

Drawing on S terling’s experience in 1974-76, NESC observed on external confidence in a 

unilateral devaluation and m arket determ ination o f exchange-rates: ‘every statem ent that 

real incom es m ust be m ain tained , every m ajor dispute by a group in a strong bargaining 

position, and every pessim istic  statem ent by a banker or businessm an, w ould help generate 

speculation against the Irish  pound’. It thought it a ‘pure act o f  faith to believe... the shock

NAI I)T  2009/135/46, "M em oranduim  for the G overnm enl- The Irish Hxchange Rate System . 21" .lanuary 1976” , p .4

NAI DI'A 2009/121/8 , "P roposed  [^iiropcan M onetary System  and Possible Im plications lo r Ireland- S"* N ovem ber 1978” , p .3
78

N ational liconom ic and Social C o u n c il, Report on  Inflation. Stationery OITice, D ublin, 1975, p. 14

Ibid p .15
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act o f a devaluation would miraculously change attitudes and expectations’; the economy’s

problems could be resolved ‘in other ways... less unpalatable and certainly less risky, and

which in any case would be a necessary part of the strategy needed to make a devaluation

successful’.**̂ The measure, the Council summarised, risked a ‘vicious circle’ of

accelerating inflation and currency depreciation, both continually aggravated by erosion of

confidence in the country’s ability to solve its problems. This ultimately left severe

deflation as the only way out, implying a "prolonged period o f  greatly increased
• 8)unemployment, perhaps even major social or political crises' (NESC’s emphasis).

Finance echoed NESC’s arguments, pointing to average 20% inflation in 1975, with 

further policy-induced inflation ‘economically and socially undesirable’; if depreciation 

was desired, continued Sterling parity sufficed.*^ Richie Ryan instead emphasised a policy 

o f revaluation, and how not depreciating with Sterling would ‘make it easier to keep costs 

and prices under control since the inflationary effects o f higher import costs would be 

reduced’; this, however, had to be accompanied by action ‘to curb sources of cost and price 

increases, otherwise our competitive position would be undermined vis-a-vis not only the 

UK, but also our other trading partners’.*̂  Not denying the influence of British inflation 

on Ireland, Ryan contended Irish inflation was capable o f reduction by domestic policy, 

urging Cabinet colleagues not to be ‘distracted from the urgent necessity of action... by the
84chimera of salvation through the exchange rate’.

Use of the exchange rate as an instrument of economic and counter-inflationary policy was 

seen to rest on a sustained transformation in Irish economic discipline to support a stronger 

regime, and in turn help protect Irish competitiveness on the important British market. 

Advocating a policy of ultimate revaluation against Sterling, and in keeping with Ireland’s 

EEC accession, Ryan therefore called in 1975/76 for a departure generally ‘from the 

British standards of economic, financial and industrial relations behaviour’, and acceptance 

of those o f ‘more disciplined societies’.*'̂  Ryan described how escaping from the 

‘stranglehold of our past financial and economic links and... current difficulties’ required

80
N ational Ix o n o m ic  and Social C ouncil, P relude lo Planning. Slalioner>' O fllce , Dublin. 1977, pp 64/6,‘i 
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the Irish econom y ‘perform at hom e in a w ay which shows a com plete understanding o f  

the fact... our econom ic salvation lies prim arily  in our own hands and no com bination o f 

international relations or adjustm ent o f  international economic or currency policies can

com pensate for the advantage w hich could flow  to this country from  a proper adjustm ent
86o f  dom estic  policies on both the incom es... and the public expenditure fron t’.

I 'h is  approach w as repeatedly stressed in R yan’s briefings to Cabinet on revaluation in 

1975/76, in w hich he explained that in a stronger regime it was not feasible to hold for any 

tim e a rate out o f  line with underlying com petitive conditions.**^ A credible revaluation was 

only possib le w hen dom estic policies to  substantially  curb inflation and enhance 

com petitiveness had been im plem ented and ‘w ere seen to be w orking’ (R yan’s em phasis) 

i.e. dem onstrating a strongly com petitive dom estic cost position could be m aintained. An 

alternative to Sterling entailed a link w ith  another currency which ‘in present 

circum stances would impose an even m ore severe deflationary discip line’; even if  

established, it m erely insulated the econom y from  imported inflation, with it ‘as necessary

as ever to ensure... dom estic econom ic policies contributed to reducing inflation, not
88increasing it’.

W ith the continuing im portance o f  the British export market, these m easures w ere tasked 

w ith helping absorb any adverse effects on an Irish econom y then in the throes o f  severe
89 •econom ic crisis, while revaluation reinforced the fight against inflation. As seen in Table 

3, this w as at a tim e when Irish exports continued to suffer a loss o f  com petitiveness on the 

British m arket, due to excessive unit w age cost trends. Ryan highlighted how , in spite o f  

beneficial effects on inflation, revaluation against Sterling would m ake Irish industry ‘less 

not m ore com petitive, w ith im m ediate and widespread results in unem ploym ent’.̂ ® Im ports 

w ould also increase, w ith exports and output falling, leading to deterioration in the balance 

o f  payments.*^' The Central Bank also noted o f  the Sterling link, in spite o f  exchange rate

D ai! E ireann. 2 '“' N ovem ber 1976- cols. 830-31
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instability with Third countries, ‘stability in relation to our major trading partner is still not 

o f  negligible im portance’.

Table 3: Ireland’s Competitive Position on the UK M arket, 1970-76 (source- n a i  d t

2009 /135 /46 , A ppendix I (■"Hxtcrnal C om petitiveness o f  the Irish liconom y” ) to  “ B anc  C ean n a is  na hR ireann- The Irish H xchangc Rate 
S ystem - A S tatem ent o f  O ptions” , p .7) ______________________________________________ _______________________ _____________________

1 2 3 4 5
Irish
M anufactured  
Export Unit  
V alues

UK
Manufactured  
Import Unit  
V alues

U K  W h o le sa le  
Prices, Output

'/2  (Irish
Manufactured
expor ts /U K
M anufactured
imports)

1/3 (Irish  
M anufactured  
ex p o r ts /U K  
w h o le sa le  
prices,  output)

1970 100.0 100.0 100.0 100.0 100 .0
1971 104.9 101.2 109.0 103.7 9 6 .2
1972 112.4 105.0 114.8 107 .0 9 7 .9

1973 133.7 126.8 123.2 105.4 108.5
1974 165.4 167.1 152 .0 9 9 .0 108 .8
1975 2 0 0 .0 189.5 188.7 105.5 106 .0
19 7 6  P' 
Quarter

2 1 9 .3 2 0 6 .3 2 0 6 .9 106.3 106.0

This interest in minimising British export loss was clear in N ESC’s recom mendations on 

revaluation in its mid 1975 Report on Inflation, which came to represent political 

consensus in the mid-1970s. Citing revaluation, if  thought necessary, a ‘powerful once-for- 

all means o f moderating the effect o f price increases emanating from abroad’,̂  ̂NESC set 

out its conditions: bringing and maintaining the Irish inflation rate below the UK’s by 3-5 

percentage points, which considering likely British inflation, ‘would not imply draconian 

measures’, perhaps a 10% Irish rate against 15% in Britain. If consistently successful and 

external inflation remained strong, ‘further periodic revaluations would be feasible and 

desirable’.

Revaluation and the Irish economy, 1975/76

Specific proposals for revaluation were discussed at Cabinet in 1975/76, on the basis 

greater discipline would be forthcoming. Besides its referencing in the Labour’s proposals 

o f June 1975, Garret FitzGerald suggested revaluation and linkage w ith the Snake, but only 

as part o f a wider economic recovery programme involving other ‘drastic measures such as 

a short-term wage freeze to offset the impact on export costs’; this was to be undertaken at 

a time when demand was increasing on export markets from 1975, and the 1975 National 

Agreement fell for renewal, when he felt such a package might be capable o f  being put

9 7
- N A l o r  2009/135/46, “ Banc C eannais na hl-;ireann- The Irish [Exchange Rate System - A Statem ent o f  O p tio n s ” , p.3

93
N ational Fxonom ic and Social C ouncil, R eport on In fla lion . S ta tionery  O ffice. D ublin, 1975, p .26

94
Ibid, p.27
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across. For FitzGerald a ‘very sharp fall in sterling vis-a-vis other currencies... could 

underm ine all our efforts at price stability and necessitate an earlier attem pt at the type o f  

very drastic package outlined’. R i c h i e  R yan also discussed revaluation in relation to the 

1976 pay pause, describing it as ‘appropriate in a situation in which the G overnm ent and... 

com m unity were committed to a policy o f  substantial m oderation o f  inflation leading to 

price stability, and there was acceptance o f  the specific policy m easures required to 

achieve the resu lt’. W ith the effects o f  restraint working through the econom y world 

econom ic recovery was also expected to provide a ‘more favourable clim ate in w hich a 

reduction in dom estic com petitiveness could be borne’. R y a n  m eanw hile recalled talks 

being held with the European Com m ission to discuss Sterling’s rapid depreciation.*^’

It appears, however, that the effects o f  the exchange rate instability the C oalition was 

seeking to circum vent, were them selves responsible for frustrating efforts at co-opting 

trade unionism to a policy o f  wage restraint, instilling the defensive approach to living 

standards during a period o f  high inflation. The effects o f  currency depreciation also 

encouraged persistence o f  the m ovem ent’s denial o f any role for wage restraint in 

com petitiveness, and therefore in tackling inflation. As a consequence, in 1976 the Irish 

inllation rate continued to outrun that o f  Britain, while foreign borrow ing (£320m  in 1976) 

was seen as m aintaining the external reserves, which increased by £105m , at a relatively 

high and therefore overvalued level. Follow ing breakdown o f  the 1976 Tripartite 

Conference the Central Bank accordingly felt revaluation ‘unlikely to be considered... a 

credible policy in financial m arkets and could result in heavy speculative outflow s and loss 

o f reserves’;̂ * the IMF agreed change was ‘unwarranted and inadvisable’.

The Central Bank in fact feared potential devaluation against Sterling ‘if  present trends 

continue unchecked’; the first priority o f  econom ic policy was ‘to ensure by appropriate 

domestic po licies’ the danger o f  any such devaluation was a v e r t e d .A l lo w in g  the Irish 

pound to float freely, an official briefed Liam Cosgrave, would likely see speculation as 

foreign exchange dealers were influenced by Ireland’s recent and prevailing records o f

■̂ 5
NAI DFIN F22/22/75 , ‘'M in is te r for Foreign  Affairs- M em orandum  for G overnm ent on the Ix o n o m ic  S ituation” , p .6 

NAI DT 2009 /135 /46 . "M em orandum  for the Ciove'nm ent- The Irish F;xchange Rate System , 2 P ' .lanuar>' 1976” , pp.4/5 
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inflation, foreign borrowing and unemployment, some o f  the worst in the EEC."*' This 

accounted for Dermot N ally’s 1977 remark that “ it would be ‘sheer suicide’ for the 

Republic to break the link with sterling at this stage”. R i c h i e  Ryan summarised the 

situation in May 1976: the economy was threatened by a ‘widening margin o f over

valuation o f the Irish £ against sterling, pricing ourselves out o f  a market that is greater 

than the value o f all our other markets com bined’. Further depreciation with Sterling was 

deemed ‘on balance, a benefit’, with exports to non-sterling countries more competitive 

while Irish producers were placed in a better position on home and UK markets with non

sterling imports.

Contingency exchange rate regime

Despite the renewed dangers o f an enforced devaluation, at the height o f the Sterling crisis 

in 1976 Finance embarked on a contingency study o f a break-off point beyond which the 

Irish £ would no longer be allowed to float with S t e r l i n g . I n  this context. Cabinet in late 

1976 considered six options for an alternative currency regime, prepared by the Central 

Bank. These involved either an immediate discrete or gradual change against all 

currencies, including a new rate or margins o f fluctuation against Sterling; link with the 

dollar or a European currency on a fixed or unfixed margin, deemed illogical on trade 

grounds; the EEC Snake; an independent float, with currency value determined by market 

forces, traditionally opposed for its lack o f  a fixed point o f reference for the Irish economy; 

and adoption o f an ‘effective’ rate or basket currency approach, the pound fixed in terms o f 

a currency basket value suited to Irish conditions, moving in line with changes in its
i 105average value.

With Snake membership ruled impossible ‘without a drastic improvement in our economic 

performance’, t h e  principal options were considered continuation o f  a fixed Sterling link 

or a currency b a s k e t . I n  the absence o f changed underlying conditions in the British 

economy, it was felt even a revalued Sterling link would not reduce Irish inflation below

N A l DT 2009/135/46, "A ide M em oire- l:xchange Rate o f  Irish I’ound". p.2
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, ,  ,Ibid
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the UK in the long-run.'****The currency-basket peg, increasingly com m on in the 1970s, 

was therefore the preferred option; the IM F’s Special Drawing Right (SDR) or a country’s 

own trade w eights were the m ost frequent choices."*'^ Considering options based on their 

sterling w eightings, in which Sterling w ould only be partly shadowed (S D R -13%; 

European Unit o f  Account (EU A )- 6% ; Irish trade- 50%; Irish-EEC trade- 69% ),"^  a zero- 

change exchange rate based on Irish trade (Sterling 50%) was advised to prom ote 

confidence in any new  regime.

Starting from the existing exchange rate level, this was to perm it a gradual divergence to

com e betw een the Irish pound and sterling, and therefore avoiding an im m ediate reduction

in Ireland’s com petitive position before the benefits o f  the necessary supporting econom ic

m easures began to flow  through the econom y.' '  * Reflecting how a Sterling break was a 
112‘leap in the dark ’, the basket approach was to perm it the effectiveness o f  changes in 

other policies to be tested w ithout first taking a definite stand on w hether the Irish pound’s 

trade-w eighted value should appreciate or depreciate. Its logic, to prom ote confidence, 

dictated targets that were not too am bitious; if  Sterling depreciated further, the Irish pound 

was to appreciate against it e.g. a 10% depreciation would see the Irish pound depreciate 

5% against non-Sterling currencies, and appreciate 5% against Sterling. C hanges in other 

policies were to be evidenced by the effects o f  the balance o f  paym ents, costs, prices, 

output and em ploym ent; if  favourable, abandonm ent o f  the zero-change w eighting in 

favour o f  a trade-w eighted appreciation was possib le."^

Irish Economic Recovery and the European Monetary System, 1978 

In the two years after this contingency plan was considered by Cabinet, however, relative 

price stability w as restored to Britain and by im plication the Irish econom y, although 

ow ing m ore to stabilisation o f  the British econom y rather than dom estic Irish m easures. As 

the Sterling crisis reached its height in 1976, Britain was forced to secure financing from 

the International M onetary Fund (IM F), w hose em ergency funding and strict conditions on 

British econom ic m anagem ent, together with the first benefits o f  N orth Sea Oil, tighter

108
N A l DT 2009 /135 /46 , A ppendix  3 ("Som e A spects o f  W eighted t'xchange-R ate  O ptions” ) to ” F?anc C eannais na hE ireann- The

Irish Exchange Rate System - A S tatem ent o f  O ptions", p 2 
109
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monetary control, and trade union co-operation, helped enhance confidence in the British 

economy and Sterling, which recovered to $2.01 by late 1978."'' Aided by falling 

international commodity prices, this helped moderate British and by implication the Irish 

inflation r a t e s . B r i t i s h  inflation fell to 7% by 1978, while Irish inflation was 7.9% in the 

same year."^

Despite this more stable environment, Irish policy makers nevertheless emerged from the 

experience o f the mid-1970s believing a stronger and less inflationary exchange-rate 

regime was necessary to establish macroeconomic stability, promote confidence in the 

Irish economy and tackle the economic crises that emerged in 1975. This was particularly 

the view o f Fianna Fail’s Martin O ’ Donoghue, who determined the Sterling link had to be 

broken in the interests o f stable and sustainable growth."^ An initiative in turn emerged at 

EEC level in the later 1970s that promised major benefits for the Irish economic recovery 

effort, such as the opportunity for greater monetary stability, measures to strengthen the 

Irish economy, and therefore the basis for a stronger exchange-rate regime. Once again, 

however, this was complicated by the issue o f Irish economic discipline, with Ireland in a 

sense being called on its membership o f the EEC.

This initiative was the European Monetary System (EMS), part o f  a later 1970s trend in 

which a recovering world economy sought to escape the monetary instability that 

characterised the early to mid-1970s. At EEC-level this involved a move to establish a 

more inclusive zone o f monetary stability in the Community, in place o f the much
I 18diminished membership o f the Deutschemark dominated Snake. Proposed by the French 

and German leaders, and the finalisation o f which ran from April to December 1978, the 

EMS was tasked with accelerating the cautious recovery from recession post-1975, by 

minimising exchange-risk. The European Commission had stated in 1975 an essential 

condition for recovery and reduction in unemployment was ‘rapid re-establishment o f

' 'Central Bank staff strike today over I;MS duties'. The Irish Times. December 20"' 1978

“Cabinet- Benefits o f  North Sea Oil- Note by the Secretary o f the Cabinet- 6 February 1978" (accessed December 26"' 2 0 1 1), p.3;
( 'enlral Hank o f  Ireland Quarterly HuUetin- Aiiliimn 1978. p.9; OECD Economic Surveys- Ireland- M ay 1978. p. 16; I'ansey, Paul, 
"Coming up with a 13% inllation rate for 1977” (Irish Times article), in NAI DT 2007/116/363 I'ull limployment .lanuary 1976- 
Decembcr 1977
' '  OECD Economic Survey- United Kingdom- March 1979. p. 14 
' O ' Donoghue interviews

For the full story o f  the F!MS, see Ludlow. I’eter, The Making o f  the European Monetary System- A case study o f  the politics o f  the 
European Community. Butterworth Seientillc, London, 1982
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confidence, in particular through the return to a more stable economic and monetary 

order’ .

Importantly the system, through closer co-ordination o f economic policies, was also seen
120as contributing to the Community goal o f Economic and Monetary Union (EMU),

undermined in the aftermath o f the First O il Shock; intra-EEC trade and competition had
121been eroded by Governments in the face o f industrial and employment crises. Like the 

Snake, the system envisaged a narrow permissible margin around the central rate o f +/- 

2.25%. Central rates were changeable i f  they no longer reflected a country’s underlying 

economic circumstances, but for the purposes o f credibility, were not permitted to be too 

frequent.

The proposal for a return to regional currency stability was enthusiastically welcomed by 

the Fianna Fail Government when it emerged in mid-1978. hi one sense, this was a 

reflection o f Ireland’s firm  commitment to the EEC, in evidence from its accession in 

1973. Many o f those interviewed for this thesis spoke o f idealism in Ireland’ s engagement 

w ith the EEC. Lesser dependence on Britain was compared to Emmet’ s aspiration o f 

Ireland 'taking her place amongst the nations o f the wor l d’ . T h e  EMS. however, also 

promised several developments key to Irish economic recovery. Chief amongst these was 

the proposed system’s stability and counter-inflationary potential. I f  successful, it promised 

to remove inflation from the domestic political and industrial relations arena.

A fter the experience o f the mid-1970s, this saw Irish accession to the EMS supported 

across the administrative system, despite adjustment costs to the economy and crucially, 

provided the necessary discipline and restraint was exercised.'^'* Its perceived potential lay 

in its guidance by stronger, more dynamic and non-depreciating EEC currencies, 

particularly the German Deutschemark, rather than Sterling, which as Fianna Fail’ s 

M inister for Finance George Colley explained 'on experience did not inspire confidence

I 19 Commission ol the 1-uropean Communities, Com (75) 341 Final- Communicalion by the Commission to the ('o iincil on Economic 
Policy to be followed in 1975 and on the preparation o f public budgets fo r 1976. Ftrussels. 2 July 1975. p.9

NAI DT 2008/148/648. “ Commission o f the l-Airopean Comnuinities- Memorandum for the Kuropean Council, Copenhagen, 7/8 
April 1978” , p I

National Economic and Social Council, Ireland in the European C 'ommunity: Performance. Prospects andStrateg}-. Stationcr>' 
Office, Dublin, 1989, p 4

NAI DKA 2009/121/8, “ Proposed Fiuropean Monetary System and F’ossible Implications for Ireland- November I978". p. 15
123 .Keery niterview
124

NAI DT 2008/148/656, “ Memorandum for the Government- Participation by Ireland in the Proposed liuropean Monetary System, I*' 
December 1978 ', p 13
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1") sand was not a growing economy’. ' The Irish authorities viewed the discipline involved as
1 9 ^a ‘powerful aid in the fight against inflation’. Not presenting the EMS as a panacea, 

Colley hailed the prospect o f monetary stability, subject to appropriate economic policies, 

as creating conditions ‘in which we ourselves could lay the basis for future prosperity and
1 9 7full em ploym ent’.

The Central Bank also viewed the system as ‘more in accord than the existing sterling link
1 9 8with Ireland’s present and prospective economic circum stances’. In general, its long

term advantages, as outlined in a Finance Cabinet submission, were seen as opportunity for 

a stronger and more stable currency regime, through association with strong stable 

currencies. This was seen to bring more moderate inflation, promotion o f business and 

trade through a better climate for investment decisions, additional output, employment, and 

increased national w e l f a r e . I t  also promised cheaper raw material imports and reduction 

o f  exporter production costs, facilitating productivity gains, a more efficient industrial
1 -1A

Structure, and enhanced competitiveness on international markets.

I ’he system meanwhile also promised a more benign environment for Ireland’s export and 

foreign investment-led growth strategy. Greater monetary stability promised a sounder and 

more favourable basis for foreign investment and stable grow th,'^ ' while by aiding the 

healthy development o f  the EEC and world economies, creating larger and more buoyant 

markets for Irish g o o d s . B y  reducing exchange risk, currency stability was also seen as 

aiding investment across national boundaries, and dampening down expectations o f future 

price rises. Jack Lynch spoke o f how growth was adversely affected by the effects o f 

currency fluctuations on investment; an investor had to look carefully at where he was

NAI ly r  2009/135/436, “ Report o f  Meeting between Taoiseach and Ministers and Executive Council of'lCTU on 16"' November 
1978”, p.6

The European Monetary System- Laid hy the Government before both Houses o f  the Oireachtas, December /  978, Stationery OITice, 
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investing, and prospects o f  either currency appreciation or depreciation.*^^ By providing a 

fixed and low er-inflationary reference point for the Irish econom y, ensuring stability with 

the EEC, the EM S therefore prom ised to accelerate the inflow o f  high productivity foreign 

enterprises, vital in driving Irish econom ic recovery in the inter-oil shock p e r i o d . T h e  

IDA view ed the scheme as a ‘further incentive to overseas investors’,'̂ '*’ who accounted for 

60%  o f  new  investm ent, while exporting a greater proportion o f  their output to m ore 

rapidly grow ing EEC econom ies.’ '̂’

EM U and the strengthening o f  weaker economies

C rucially for Ireland, the proposal o f  EM S in the context o f  Econom ic and M onetary 

Union differentiated it from  the Snake from  w hich m ultiple econom ies, other than those 

that could keep pace with the Germ an D eutschem ark, had exited. EM U instead aim ed at 

strengthening the C om m unity’s internal cohesion, accelerating developm ent tow ards 

European Union, and by im plication m aking any exchange-rate system  m ore durable.

This in turn presented an opportunity to further Irish regional developm ent, an am bition o f 

Ireland’s original bid for EEC m em bership, and thus its capacity to support a stronger 

regim e; Ireland’s EEC accession Treaty included a Com m unity com m itm ent to help align 

Irish living standards with those o f  other m em ber states.'^** The am bitions o f  the 1972 Paris 

Sum m it, how ever, which targeted EM U by 1980. stalled under the strain o f  the First Oil 

Shock. Regional policy m easures, introduced in 1974/75, and the effectiveness o f  which 

were central to EMU,'^*^ had proved disappointing to the Irish authorities.

EEC regional im balances instead increased after Irish accession, with Irish GDP per head 

falling from  52%  o f  the EEC average in 1973 to 48%  in 1977,''^^* while annual regional 

fund transfers, £25m  in 1978, represented only 0.4%  o f  GNP.'"" The E E C ’s other less

NAI DT 2008/148/652, ‘ That Dail Eircann takes note o f  the Conclusions o f the Presidency presented by the Taoiseach to the Dail on 
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O ' Donoghue interviews

NAI DT 2009/135/542, "IDA Industrial Plan 1978-82, 13 March 1979”, pp.2/3

NAI DFA 2009/121/8, "Proposed Kuropean Monetary System and Possible Implications for Ireland- 3"‘ November 1978”, p.61 

The European Monetary System- Laid by the Government before hath H om es o f  the Oireachtas. December 1978. Stationery' Office, 
Dublin. 1978, p.8 
1 ^ 8

NAI DI'A 2008/79/1762, -Protocol No.30 on Ireland”
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prosperous member states, Italy and the UK, also saw drops in GDP per head (63-57% and 

77-72% respectively).''^^ An official note outlined how, at Ireland’s stage o f development, 

national measures alone would not enable Ireland to stay within a monetary zone 

dominated by the Deutschemark, the appreciation o f which would lead to loss o f 

competitiveness, widening o f the balance of payments deficit and loss o f reserves, 

requiring deflationary action to move back towards external balance or alternatively 

d e v a l u a t i o n . W i t h  the support o f the other weaker member states, Britain and Italy, the 

Fianna Fail Government therefore proposed at the start o f the EMS process concurrent 

studies to devise measures to strengthen the less prosperous EEC states, and facilitate 

participation in the new system without deflation or further devaluations: ‘obviously not 

what was wanted in the EM S’, as George Colley remarked.

Acknowledging a stronger regim e’s deflationary impact on growth and prices, the need for 

resource transfers to strengthen and stimulate the economy in any transition period and 

prevent severe deflation was stressed by the Irish authorities. In arguing the case for 

transfers, Taoiseach Jack Lynch contended any new currency scheme had to be durable, 

with enforced defections as in the Snake threatening serious consequences for international 

confidence. This in turn required cast-iron support measures and means to strengthen the 

weaker economies, which would narrow the gap and iron out underlying divergences 

between richer and poorer member states, such as addressing fundamental differences in 

the strength o f their economies. This centred on the promotion and acceleration o f 

investment and growth in less-developed regions.

As an Irish Government submission argued, reducing the balance o f payments deficit to a 

level consistent with EMS disciplines required acceleration o f investment and export 

expansion, as well as reduction o f Ireland’s high import propensity quicker than envisaged, 

requiring rapid increase rather than reduction in planned public and particularly 

infrastructural investment to enhance Irish industrial modernisation, productivity and

142
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competitiveness.''*^ The Irish authorities therefore requested £650m over 5 years, or £130m 

a year (2% GNP) in resource transfers,'"'^ in the form of grants and low interest or ‘soft’ 

loans, for investment purposes over the five years, the transition time to the stronger 

regime; the transfers were to ease Irish accession by strengthening the econom y’s 

productive base through infrastructural and industrial investment, with grants the preferred 

means o f transfer.''*^

Ireland. EMS accession and the British opt-out

1'he debate on Ireland’s accession to the EMS, however, was dominated by the major 

influences on Irish exchange rate policy in the 1960s and 1970s: the importance o f the 

British export market, and the economy’s capacity, by way o f the necessary level o f 

discipline, to participate in a stronger currency regime. The eventual granting o f  resource 

transfers rested on Community goodwill towards Ireland, with lingering disunity from the 

mid-1970s crisis frustrating moves towards effective regional policy measures. EEC 

committees tasked with examining the matter, and even some EEC members, rejected a 

major role for grants, initially emphasising domestic rather than Community measures in 

strengthening weaker economies.'"''^ Colley and Lynch had toured community capitals in 

November 1978 to make the case for Irish aid, attempting to distinguish it from British 

demands for CAP and budget reform.'^'* This disunity lingered on into December 1978, 

and the Brussels European summit intended to finalise the system, creating serious doubts 

about Irish and Italian accession, and threatening to make the EMS a two-tier operation o f 

richer and poorer states.

Ireland decided against participation at the summit on the terms then available, £45m a 

year in interest subsidies and £1,125m loan finance over five years. The transfer issue 

appeared to falter over the linking of the cases o f the weaker member states, and fears by 

other member states that the proposed level o f support might be demanded by other weaker

146
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economies upon accession.'^' Irish participation ultimately rested on the political 

intervention o f the West German chancellor and then European Council President Helmut
I S”?Schmidt. ' Consultations continued into mid-December, with Ireland securing by 

intergovernmental treaty over five years capitalisation o f interest rate rebates (£45m a 

year), supplemented in the first two years by bilateral transfers from wealthier member 

states (£25m), giving a total o f £275m in grants. Ireland also secured inflows o f  project 

specific and low interest rate Community loans through the European Investment Bank and 

Ortoli facility, with a moratorium on principal r e p a y m e n ts .W ith  the use o f the transfers 

mainly restricted to infrastructural development, Irish officials believing the final figures
1 ^ 4‘solved their transformation problem ’. '

Resolution o f the Irish resource transfer problem arose, however, in the context o f an

eventual British opt-out from the system after months o f uncertainty, which created a

dilemma, temporarily at least, for Irish policy makers. In spite o f the experience o f the

mid-1970s, the enthusiasm o f Irish policy makers for EMS did not imply a break with

Sterling was necessarily sought. With the continuing importance o f Anglo-Irish trade, Irish

officials instead welcomed the prospect o f a system that induced monetary discipline in the

with simultaneous British membership, subject to the same disciplines. Ireland

could ease its transition from major dependence on the UK economy. With British

accession, EMS encompassed 75% o f Ireland’s total export trade, rather than 25% in its

a b se n c e .U ltim a te ly , while Irish Ministers publicly voiced their readiness to break with

Sterling, they privately expressed a preference not to. The IMF was informed by the Irish

authorities in 1978 that parity’s benefits still outweighed its costs,'"’  ̂while George Colley
1 ^ 8also expressed the Government’s preference for simultaneous British membership. "

Ireland could  still join liM S- O ' K ennedy ', The Irish Times. D ecem ber 8"' 1978; ‘L oans offered  w ould not offset sterling  b reak '.
The Irish Times. D ecem ber 8"' 1978; 'O ' D onogbue spells out olTer on E M S ', The Irish  Times. D ecem ber 7"' 1978 
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This again ow ed much to the continuing im portance o f  the British export m arket. Official 

briefings on EM S outlined the im plications o f  British non-accession and a Sterling break in 

1978, in w hich case it was expected Sterling w ould depreciate against the Irish pound. An 

Coras T rachtala, the Irish export board, noted that due to the close trade dependence a 

Sterling break w ould divorce Ireland from  British ‘stop-go’ policies and im ported inflation 

only in the long-run, and with considerable Irish m arket diversification. In the short-term , 

A nglo-Irish trade would be hit w ith a new  ‘stop-go’, with fluctuations in the Irish pound- 

sterling r a t e s . A l o n g  with the IDA, an Coras Trachtala also feared the loss o f  1,000 jobs 

in indigenous firm s and British subsidiaries for every 1% appreciation o f  the Irish pound 

against Sterling.

Surveys o f  the tim e consequently found a m ajority o f  Irish businessm en in favour o f  

retaining the Sterling link.'*'' V ulnerable to a com petitive UK edge, Irish firm s were 

expected to experience difficulties adjusting to exchange-control and risk, which the IDA

view ed as im pacting seriously on any enhanced contribution from dom estic industry
162tow ards overall job-creation targets. It was the labour-intensive and price-sensitive 

nature o f  m any Irish exports to Britain that posed problem s; loss o f  com petitiveness in 

non-EEC m arkets like N orth A m erica (8%  o f  total exports), to w hich 400 Irish t'lrms 

exported, w as not as feared, w ith quality, uniqueness o f  product, and custom er relations 

overshadow ing price as m ore im portant elem ents o f  com petitiveness.'^^

The decision o f  the Jam es Callaghan-led British Labour G overnm ent to opt out from  EM S 

therefore presented a stark dilem m a for the Irish authorities, betw een Ireland’s 

longstanding British links, and the benefits o f  the new  s y s t e m . T h e r e  appeared several 

reasons for the British opt-out, such as unhappiness with EEC budgetary f l o w s ; a

159
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perceived deflationary bias w ith in  the and eagerness not to disturb the momentum

o f Brita in ’ s counter-inflationary programme, initiated fo llow ing IM F intervention in late 

1976; o f a link to the Deutschemark, Callaghan remarked he ‘ felt they had to learn to swim

before they jumped in at the deep end’ . W ith B rita in ’s non-EEC trade interests still
168significant, it also supported a wider Western strategy for monetary stability. Most 

important, however, appear to have been divisions w ith in the British Cabinet and Labour 

party, particularly w ith a general election imminent in the first ha lf o f 1979.'^^ The Labour 

Government, which had by then lost its slender parliamentary majority, was reliant on a 

pact w ith the Liberal Party, while also a prisoner o f Labour’ s anti-EEC left, already 

antagonised by IMF-imposed austerity;'^** Labour's annual party conference voted in 

opposition to EMU during the EMS negotiations, in October 1978.'^'

Given the importance o f  the British export market, the opt-out, w ith its potential for 

appreciation o f the Irish pound and, in the short-term at least, lost competitiveness, 

therefore created significant concern in Ireland.” " Accession without Britain was viewed as 

involving the harshest macro-economic effects. Sterling’ s absence strengthening the 

Deutschemark-dominated system. It was seen as threatening sharp appreciation against 

Sterling which, by hitting trade, threatened Ireland’s ability to maintain its position w ith in 

EMS, w ith lasting effects on output and e m p lo y m e n t .T h e  C II, conscious o f  EMS’s 

potential advantages in the long-term, feared a run on sterling, advocating special 

safeguards for Irish industry to prevent employment and output loss in any transition

N AI DT 2008/148/651. “ Report o f  Meeting w ith  British OtTicials about proposed liuropean Monetar)' System and associated 
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T N A  FCO 87/741. “ Note o f  a discussion over dinner at No. 11 Downing Street on Wednesday 8"' November 1978”  (minutes o f  meeting 
between Denis Healey and George Colley), p.2; ; “ Cabinet- European Monetary System- Note by the Chancellor o f  the lixchequer- 22 
November 1978”  (accessed 26"' December 2011). p.6; Statler, .locelyn, “ British F-oreign Policy to 1985- V l l l :  The European Monetary 
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p e r i o d . D u r i n g  negotiations, those w ith industrial and com m ercial interests in the British 

m arket also lobbied m edia and politicians, highlighting the ‘d isastrous’ consequences for 

their industries in the event o f a British opt-out.

As outlined in C abinet briefings, however, significant economic dangers also existed in 

non-accession w ith Britain, particularly as Ireland sought to advance econom ic recovery; 

th is was besides the political risk for Ireland o f  a perception o f  less than full com m itm ent 

to the EEC, and developm ent o f  a tw o-speed Europe, with the loss o f  influence and 

goodw ill that en ta ile d .'’  ̂Official briefings w rote o f  potential perpetuation o f  dependence 

on the slow  and uncertain British m arket. Sterling interest rates, U K  inflation, and wage
177policies, w ith a danger, ‘how ever rem ote’. Sterling would depreciate sharply, locking 

Ireland ‘into the sam e downward spiral o f  currency depreciation and inflation which 

characterised recent years’. Anticipatory w age dem ands for future depreciations w ould 

offset any beneficial short-term  effects while instability would discourage investm ent; slow 

but continuous depreciation was considered more likely, however. N orth Sea Oil perhaps 

helping keep Sterling firm.'^^ it was nevertheless concluded an opt-out was ‘entirely at 

variance w ith the aim  o f  curbing inflation’, although the balance o f  paym ents disciplines 

w ere less stringent; parity’s longstanding nature made it ‘less likely a loss o f  confidence in 

Ireland’s ability to m aintain it, thereby further alleviating the task o f  econom ic po licy’.

M ajor dangers, how ever, appear to have been in the area o f  foreign confidence in the Irish 

econom y, key to driving econom ic recovery; one civil servant o f  the tim e recalled a 

perception that the ‘UK econom y was going down the tubes’.'**'* A less stringent regim e, 

dem anding no significant policy reorientation, was view ed as likely to be interpreted as an 

‘unw illingness or inability... to accept the disciplines o f  the system ’, and to be follow ed by

'Union, employer fears at our joining KMS', The I'ish Times. November 27"' 1978

NAI DT 2008/148/656, “Memorandum for the Cirvernmcnt- Participation by Ireland in the Proposed European Monetary System, P' 
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Community. Huttervvorth Scientific, London, 1982, p .153; 'Business and tanning fear break with £ ', The Irish Times. November 24"'
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181further depreciation and inflation, with limited and short-lived competitiveness benefits.

George Colley remarked Irish non-accession with Britain would be seen ‘not as a sign o f
182independence but... political and economic w eakness’. In seeking to establish maximum 

confidence in Irish accession, the Irish authorities rejected temporary wider EMS margins 

o f  fluctuation o f  6% for non-Snake economies, included at Italy’s request: a ‘de facto 

second tier o f EM S’, viewed as inviting speculation and doubts about Ireland’s 

commitment to the system.'**^

The uncertainty o f a weak regime was contrary to the purpose o f a fixed point o f reference 

with the EEC, which as Martin O ’ Donoghue, one o f  the leaders o f  Ireland’s accession 

negotiations, remarked, was intended to effect the structural change and high growth 

required to resolve Ireland’s economic crises. Many o f those exporters to the British 

market at risk from Sterling depreciation he recalled as industries with no viable long-term 

future; he hoped to accelerate modern foreign investment, mainly directed towards the 

EEC, which held out greater hope for sustainable development, and support o f  high levels
184o f lower-skill spin-off industries and employment. That many o f those traditional 

industries were on the way out was clear in how, o f  the pre-1955 manufacturing sector, 

half the jobs held in 1976 were lost by 1986, with 85-90% losses in clothing and textiles;

this was partly the result o f  restructuring, with the clearing out o f  inefficient and
18^unprofitable sectors to make way for modern ones. ‘

Ireland, the British opt-out and Sterling stability

Despite the expression o f fears in official briefings, however, expectations o f steep Irish 

appreciation against Sterling, in the event o f  British non-accession, were not universal 

within Government. Martin O ’ Donoghue was more confident about Sterling’s prospects, 

given the coming on stream o f North Sea Oil, and its beneficial potential for Britain’s 

balance o f  payments. Recognition o f North Sea O il’s potential for Britain appeared general 

during EMS negotiations; one French diplomat responded to Britain’s case for less 

prosperous status: ‘but with North Sea Oil you will be the new rich, we will be the new
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poor!’'**̂  Fears o f  lost competitiveness were eased, meanwhile, by the British 

Government’s commitment in December 1978 to maintaining a stable external relationship 

with the it also maintained a toehold in arrangements such as reserve pooling and

credit facilities, which permitted its participation in discussions on its future 

development/®®

This ruled out a major upward revaluation o f  the Irish pound, and the prospective short-run 

effects for Ireland, such as adverse effects on Irish exports/*® Inside the system, Irish 

policy was meanwhile to maintain parity for as long as p o s s ib le .T h e r e  also appeared to 

be a belief in Irish circles that British non-accession was temporary, postponed until after 

Britain’s General Election in 1979; this was a view  expressed by Jack Lynch, senior 

Government and Central Bank officials, leading bankers and industry heads/®^ The British 

ambassador wrote o f  a ‘confident expectation... the UK, too, would join, probably soon 

after our next general election, and a consequent b elief., the Republic would do better to 

join now than be dragged in with us later'.

Economic D iscipline

W hile fears over substantial Sterling depreciation were eased. Ireland’s ability to secure 

the benefits o f  EMS ultimately rested on operation o f  greater econom ic discipline within 

the Irish econom y, far higher than that previously practised. This accounted for the 

Government’s stress on the psychological importance o f the resource transfers to Irish 

accession: ‘to secure consensus on the domestic measures that would be required, 

especially in the early stages o f  participation’.'*̂  ̂ EMS membership entailed a more rigid

One to One- Bryan Dobson talks to Dr Martin O ' Donoghiie'. R TI;, 2012
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system o f national economic management, through long-run balance o f payments, inflation 

and economic policy c o n s tra in ts .Im p o rta n tly , this involved keeping labour costs in line 

with other EMS economies; the benefits o f Sterling depreciation would no longer be 

available to protect or improve Ireland’s export or home market competitiveness.'^^ The 

extent to which Irish competitiveness had rested on Sterling depreciation in 1970-78 was 

underlined by the difference between unadjusted and adjusted exchange-rate percentage 

change in unit wage costs: Ireland +13.0 (unadjusted)/+7.3 (adjusted); West Germany 

+3.9/+8.1; France +9.3/+9.7; Italy +14.3/+9.2; UK +13.6/+7.9.‘‘̂^

Jack Lynch therefore spoke in early 1979 o f the need for ‘greater discipline in the conduct 

o f our economic affairs’, the ‘standard to which we must conform... rather higher than that 

to which we have been accustomed’:

... foreign exchange markets, and international traders and investors’ would be 

‘watching closely the direction o f the Governm ent’s policies... a point to the 

Government’s determination to ensure the stability o f the exchange rate... we 

should... aim to emulate the most virtuous. It is rather unfortunate... the w'ord, 

discipline should have for some people connotations o f  sacrifice. EMS participation 

brings the promise o f  a marked reduction o f the external impetus to prices and if, 

through curbing domestic cost increases, we also alleviate the home-grown element 

o f  inflation, much lower nominal income increases will lead to an acceptable advance 

in living standards.

Despite the more stable inflation environment from 1976, however, the EMS debate 

coincided with heightened expectations, the re-emergent crisis for centralised bargaining 

and distributional conflict, especially over the taxation burden, in the later 1970s, which 

posed a challenge to securing the necessary incomes discipline. 1978’s industrial relations 

climate and the inflated expectations o f trade unionists created major doubts,'^* even 

among Government Ministers, that Ireland could commit to the system’s requirements;^®^
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average nom inal wage increases in Ireland w ere tw ice the EEC average in 1978 (Table 4). 

Leading  trade unionists for their part were suspicious o f  EMS, although perhaps, it could 

be argued, partly for reasons o f  trade union m anagem ent. Ruaidhri Roberts urged 

m aintenance o f  the Governm ent’s freedom  o f  action, stressed the inadequacy o f  resource 

and regional policy transfers, and feared an ‘intolerable burden upon the Irish econom y’ 

and ‘inappropriate deflationary policies inim ical to em ploym ent targets’. He deem ed such 

an approach inconsistent with the m easures necessary to attain full em ploym ent, and to 

prevent redundancies in traditional labour-intensive industries.

fab le  4 :  Percentage Change in N om inal W age Rates (source- n a i  d t  2010/ 53/687, "Submission from
ll'A  to the Government, Employer and Industry Organisations and Irish Congress o f Trade Unions on National Policy rollowing the 
Completion o f  the 1979/1980 “National Understanding for Hconomic and Social Development- I” August 1980”, p 12)___________

1977 1978 1979 1980
G erm any 6.8 5.8 5.75 8
France 13.1 12.2 12.7 14.5
Belgium 9.2 6.9 7.0 8.0
Denm ark 9.6 8.7 8.7 12.5
N etherlands 8.3 7.3 6.75
A verage 9.4 8.3 8.2 M
Ireland 15.6 17.0 17.0 16.5

Roberts also contended m onetary instability hindered growth, adding experience show ed 

grow th did not necessarily m ean jobs or higher w orker in c o m e s .H a ro ld  O ’ Sullivan 

m eanw hile saw Ireland becom ing tied to ‘stronger continental economies who did not care 

about u s’, im posing ‘rigidities and disciplines which m ight not be appropriate to Irish 

circum stances’. I C T U  generally expressed concern at the possibility o f  interference in 

collective bargaining, stating there was no com m itm ent by trade unionism to support or co 

operate with any m easures undertaken in accordance w ith EMS.^“’ The im plication o f  

excessive incom e developm ents, however, and persistence o f  inflationary expectations, 

m eant interference in collective bargaining was discussed at official level.

Also sec TNA FCO 87/740, I'olio 53 “To Rl’riority FCO 'I'elno 315 o f  26 October 1978- "MIPT: European Monetary System”, p. I - “On 
20 October, in conversation with me, Charles I laughey. Minister for Health and Social Welfare, said he thought no one knew what the 
Irish pound was worth: hardly any one, he added, knew what the proposed liMS was about anyway. He could not imagine, cither, how 
the Irish could meet the disciplines which a HMS would demand He doubted if it were possible".
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With EMS moderating inflation through currency appreciation officials feared the failure 

o f  nominal wage increases or price expectations to adjust downwards sufficiently or 

quickly enough. This was seen to threaten a squeeze on profitability, especially in labour- 

intensive firms; increases in real incomes and consumer dem and; retrenchment by firms o f 

output and employment despite enhanced demand; and increased imports, leading to 

deterioration in the balance o f  payments and stress on the exchange rate.“ '' Even with 

British participation such short-term effects were seen as warranting early policy 

intervention on incomes, such as penalisation o f  excessive increases to reinforce restraint, 

with additional fiscal and monetary measures conceivable if  needed, leading to 

employment and output losses through reductions in demand: even if only ‘to emphasise a 

firm intention to orient policy towards a new currency environm ent and thereby avert 

possible speculative pressures’

Finance explained without such measures there would be ‘little confidence at home or 

abroad... Ireland was determined to adopt and maintain the economic policies EMS 

membership would entail’. T h e  impracticalities and limitations o f intervention in 

collective bargaining, however, ‘without great disruption to the economy’, were fully 

recognised. Finance gloomily stated failure to convince foreign opinion the problem was 

being tackled vigorously ‘could have repercussions on confidence in the country’s ability 

to maintain its new exchange rate’; failure o f monetary and fiscal policies would likely 

lead to repeated devaluations, enforced departure from the system, and ‘  ̂ery serious 

economic and political effects. Its effects on economic confidence, so carefully built in 

Ireland, would be immense’.

It was in this context that Martin O ’ Donoghue initiated discussions with ICTU on the 

National Understanding in late 1978, which, in attempting to resolve the heightened 

distributional conflict in the Irish economy, and establish a shared approach to its 

difficulties and opportunities, intended a fundamental transformation in Irish industrial

NAI DFA 2009/121/8 . "P roposed Huropcan M onetary System  and Possible Im plications for Ireland- 3 '“' N ovem ber 1978” . p ,46  and 
p .50

NAI Dl-A 2009/121/8 . "P roposed European M onetary S ystem  and Possible Im plications for Ireland- 3 '“* N ovem ber 1978". p.47; also 
see W ally K irw an 's  proposals for a six m onth price  freeze to  adm in ister a shock to  expec ta tions from  early  1979- NAI DT 
2009/135/436, "W ally  Kirvvan to I) Nally, "T ao iseach 's  m eetings w ith ICTU and II-X’". 13"' N ovem ber 1978’', pp.3/4; also see NAI 1)1' 
2008/148/494, “W allv K irw an note for D erm ot N ally , "W h ite  F'aper, Program m e for N ational D evelopm ent, 1978-1981” , 3 '“* N ovem ber 
1978” , p,7

NAI DT 2008 /148 /656 , "M em orandum  for the ( io v e rn m en t- Participation by Ireland in the P roposed  liuropean M onetary  System , 1“ 
D ecem ber 1978” , pp. 14

Ibid, p. 12
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rela tions behaviour in a more European, social partnership direction. Interestingly, in his 

initial proposals O ’ Donoghue suggested fostering orderly incom es developm ents and 

stable industrial relations by indexing  Irish increases for a period to average CPI increases 

in o ther EM S economies.^®* Seeing EEC m em bership as the best prospect for the Irish 

econom y, he recalled the country ‘could not afford internal petty dom estic rivalries’. 

N egotiations for the Understanding coincided w ith the start o f  the EM S, in M arch 1979, 

with O ’ D onoghue, perhaps optim istically  given the m om entum  set w ithin trade unionism , 

hoping the approach would help foster the co-operation, stability, and m ost im portantly 

shared understanding that would help  m aintain credibility and Ireland’s place w ithin the 

system , and in the long-term advance Irish econom ic perform ance to a level that would 

help underpin a stronger non-accom m odating exchange-rate regim e.

Conclusion

The irony o f  the 1970s Sterling debate was that parity was broken in M arch 1979, the 

m onth EM S cam e into operation. This resulted, however, from  Sterling’s appreciation 

against all EM S currencies, including the Irish pound, courtesy o f  N orth Sea Oil and the

price effects o f  the Second Oil Shock. Even if  the Irish pound had opted out a break was
• 210inevitable, as Sterling becam e a petro-currency until the m id-1980s; due to the close

2 1 IA nglo-Irish links m eanw hile, im ported inflation persisted. The Sterling debate 

nevertheless reflected the deep-rooted influence the British econom y had on Ireland in the 

1960s and 1970s, which extended beyond its status as a stagnant, albeit overw helm ingly 

im portant, export market. Its effects touched upon the level o f  im ported inflation, unrelated

™ NAI l)T 2009/135/436, “Outline Proposals for Agreement on National Development”

O ' Donoghue interviews

"Cabinet- Benefits o f North Sea O il-N ote by the Secretar>’o f the C abine t-6 I'ebruary 1978” (accessed December 26"'2011), p 5; 
McVey. Eoin. "Boosting our exports” . The Irish Times. .Inly 24"' 1979
Massey. Patrick, 'Kxchange Rate Policy in a Small Open liconomy- An l:xamination o f  Irish I-xperiencc', Journal o f  the Slalislical and  
Social Inquiry Society o f  Ireland. Vol.XXV, Part V (1987). p 14
"Cabinet- Limited Circulation Annex- CC(79) 9"' Conclusions Minute 5- Thursday 12 July 1979 at 10.30am” (accessed 26"' December 
2011), p.2; Central Bank o f  Ireland Quarterly Bulletin- Summer 1979. p 51; The dangers o f  North Sea Oil with regard to the 
appreciation o f  Sterling were indicated in the O IX 'D 's 1977 survey of the British lieonomy- see OECD Economic Survey- United 
Kingdom- March 1977. p.36
For duration o f  Sterling's status as a petro-currency, see Brady, .lohn. "Industrial Relations and limployment” , in Department o f 
Industrial Relations UCD, Industrial Relations in Ireland- Contemporary Issues and Developments. Mount Salus Press, Dublin, 1989 
edition, p.283 ; Also Report o f  the Committee on Costs and Competitiveness. Stationery Office, Dublin. 1981. p.20 

TNA FCO 87/880, Folio 28, “Telegram Nuinber 66 o f  16"' March, "I:MS and the Republic”
Also see Hardiman, Niamh, Pay, Politics and Economic Performance in Ireland. 1970-1987, Clarendon Press, Oxford. 1988, p.87; also 
see OECD Economic Surveys 1981-1982- Ireland- August 1982. p. 18; McAleese, Dermot, Ireland and Austria: A Comparison o f 
Adjustment Strategies', in Matthews, Alan, and I:da Sagarra (eds.). Economic Performance in Two Small European Economies: Ireland  
a nd  Austria Compared- Proceedings o f  the third Irish Symposium in .lustrian Studies held in Trinity College Dublin 4'''-5"' March 1988, 
Departments o f  Ixonom ics and German, Trinity College Dublin, 1988, p 29; Massey, Patrick, 'Exchange Rate Policy in a Small Open 
Kcononiy- An Fxamination o f  Irish lixperience'. Journal o f  the Statistical and Social Inquiry Society o f  Ireland. Vol.XX V. Part V 
(1987). p.22
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to Ireland’s economic circumstances, as well as provocation and facilitation o f the loose 

economic discipline that was a mark o f the Irish economy during the 1960s and 1970s.

I'his in turn frustrated the efforts o f  policy makers to free Ireland from Sterling’s 

destabilising influence, and establish a more stable base for economic recovery. By failing 

to impose an undue discipline, and by encouraging economic illusions through currency 

depreciation, excessive incomes and public expenditure trends were accommodated, at 

least in the short to medium term, by failing to ensure the merits o f keeping aspirations in 

line with resources, imperative in a stronger currency regime, were realised. Continuing 

instability also threatened the inflow o f foreign investment, central to the Irish economic 

recovery effort. This volatility accounted for the willingness o f  Irish policy makers to 

accede to the EMS in late 1978, albeit with the aid o f  the National Understanding, and its 

ambition to resolve Ireland’s inflationary distributional conflict, and therefore enhance its 

economic discipline, in a direction conducive to a stronger currency regime.
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Chapter 7- Inward Investment Policy and the replacement o f Export Sales R e lie f (ESR), 
1956-79

The attraction o f foreign investment was central to Irish economic growth and 

development during the 1970s, and by implication, resolution o f the crises that emerged in 

the wake o f the First Oil Shock. At a time when the flow o f inward investment had to be 

not just maintained but substantially enhanced, however, Irish policy makers were forced 

to replace the centrepiece o f  Ireland’s inward investment strategy from the mid-1950s, and 

consequently a major factor in its appeal to foreign industry: the Export Sales Relief 

(ESR). Repugnant as an export aid to the EEC’s Treaty o f  Rome, to which Ireland 

subscribed from 1973, policy makers were confronted with the challenge o f formulating an 

equally if not more attractive replacement scheme, compatible with EEC membership; with 

the end o f the era o f full employment throughout the OECD, this meanwhile had to be 

achieved in a context in which competition for mobile capital investment intensified, even 

from one time full employment economies.

Origins o f  the Export Sales R elie f and attraction o f  inward investment 

The Export Sales Relief was integral to the economic reorientation o f  the late 1950s. 

Introduced by the Second hiter-Party Government in 1956, the relief was central to 

Ireland’s shift from protectionism to free trade, and acceleration o f Irish economic 

development and modernisation. Initially granting 50% remission for 5-10 years on export 

profits for sales over a certain threshold, it was extended to 100% for 15 years by Fianna 

Fail in 1958-60, with diminishing remission for a further five years.' The re lie fs  purpose 

was to promote an export consciousness among Irish domestic producers by encouraging 

production on a scale not justified by home market considerations alone. This strategy, to 

quote Whitaker, aimed to end the situation where Ireland ‘was in touch with the rest o f the 

world through emigration rather than through exports’.̂  Originally confined to 

manufactured exports, recognition o f industry’s greater growth potential, its coverage was

N ational Hcononiic and Social C ouncil, A R eview  o f  Jndiislrial P o licy- A report p rep a red  by the Telesis C on su lta n cy  G roup. Stationery- 
O ffice, D ublin. 1982, p. 159; C)‘ M alley, Eoin .1, Industria l P o licy  a n d  D evelopm ent: A Survey  o f  L itera ture  fr o m  the E arly  1960s to the  
Present. S tationery O ffice  (N ational Ix o n o m ic  and Social C ouncil), Dublin, 1981, pp 88/89; Seco n d  R eport o f  the C om m ission  on  
Taxation- D irect Taxation- The Role o f  Incentives- M arch  /  984, S tationery OtTice, Dubl in. 1984, pp. 18 1 /82  

■ NAl Dl-'IN 2004/4/462, "C om nien ts  on di.scu.s.sion docum ent “T he T axation  o f  Profits in M anufacturing  Industry” subm itted  by R 
Ikx iper” , pp. 1/2; NAl I)T  S 17083/A 61, “ A ddress by M r Sean F l.cm ass, Taoiseach, at O pen ing  D inner o f  the C onference  o f  the Irish 
M anagem ent Institute, ( irea t Southern Hotel, K illarney, Thursday, the 1 1"‘ M ay 1961” , p.4

TK W hitaker address to annual eonferencc o f  the D evelopm ent A ssociation  in Dublin, Septem ber 1982, reprin ted  in “ Ix o n o m ic  
developm ent- the Irish e.xperience” . The Irish Times. Sep tem ber 28“' 1982
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extended throughout the 1960s to o ther exporting activities, while its original statutory 

term inal date o f  1980 was extended to 1990 in 1969."'

G iven Ireland’s lack o f  an industrial tradition, scarcity o f  dom estic capital, and the belief 

indigenous industry would therefore be inadequate in generating desired levels o f  jo b  

creation, the ESR  was also central to attracting foreign investm ent to help strengthen the 

Irish econom y and dom estic industrial expertise.'^ Facilitated by repeal o f  the 1932-34 

Control o f  M anufactures Acts in the  early 1960s,^ the new policy aim ed to attract foreign 

firm s seen as bringing new technologies, skilled high income em ploym ent, overseas 

m arketing netw orks, and access to  grow th centres o f  world trade; these were com puters, 

electronics, chem icals and healthcare in the 1960s and 1970s.^ In turn it was hoped
o

‘m odels o f  m anagerial efficiency... w ould inspire imitation in the protected sectors’; 

foreign industry ’s ‘dem onstration effec t’, according to Buckley, was to help im prove 

general productivity , and create an industrial ethos by ‘bolstering hopes for future 

industrial developm ent’.*̂

The econom ic underdevelopm ent foreign investm ent was tasked with addressing, however, 

m ade availability o f  ESR vital. The Irish econom y possessed m any disadvantages from  an 

investm ent view point, such as a poor physical infrastructure, a relatively unskilled labour 

force, small hom e m arket, and peripheral location vis-a-vis m ajor export m a r k e t s . E S R  

sought to offset these ‘cost-penalties’ by discounting the price o f  investm ent."  Its 

sim plicity was key in this respect. Tax holidays w ere said to be easier to com m unicate and 

preferable to foreign investors, especially  over once-off grant paym ents; foreign investors 

generally had the m arkets and capital, and, being profitable and therefore tax liable, were

4
Second Report o f  the Commission on Taxation- Direct Taxation- The Role o f  Incentives- March 1984. Stationer>' Office, Dublin, 1984, 

pp.181/82; NAI DT 2000/6/441, “Memorandum for the Government- lixtenslon o f  terminal dates for the exports tax relief and 
"Shannon” relief, 2 P ' April 1969”

 ̂ Economic Development. Stationer>' Office, Dublin, 1958, p.44
‘ Ibid, p.232; also Survey o f  Grant-aided Industr)’- Survey Team s report. Stationer)' Office, Dublin. 1967, p. 14; liarry, Frank, ‘I'oreign 
Investment and the Politics o f  Export Profits fax Relief 1956', IMS Discussion Paper No.357, February 2 0 1 1, p. 17

National Ixononiic and Social Council, Policies fo r  Industrial Development- Conclusions and Recommendations. Stationery Office, 
Dublin, 1982, p.22; NAI DFA 2010/19/978, “Hxtracts from the Speech on Industrial Policy by Mr Michael Killeen, Managing Director, 
the Industrial Development Authority”
g

Lee, ,U, Ireland- Politics and Society. 1912-1985. Cambridge University Press, Cambridge, 1989, p.352
9

Buckley, Peter J, ’Some Aspects o f  Foreign Private Investment in the Manufacturing Sector o f  the 1-conomy o f the Irish Republic',
The Economic and Social Review. Vol.5, No.3 (April 1974). p .3l6

M cl.oughlin, R,l, ' rhe Industrial Development Process: An Overall View, Administration. Vol.20, No. I (Spring 1972), p.33; 
Economic Development. Stationery'Office, Dublin, 1958, p 161
'' National Hcononiic and Social Council, A Review o f  Industrial Policy- A report prepared by the Telesis Consuhancy Group.
Stationery Office, Dublin, 1982, p. 189
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12more interested in additional rewards than reduced risk. For the Irish authorities, its 

relevance only in the event o f profits, a marker o f efficiency, contributed towards 

sustainable development,'^ while the re lie f s long time horizon o f 15 years also gave 

investors predictability on taxes and estimation o f net returns.

To help publicise Ireland as an investment location, the Industrial Development Authority 

(IDA), then still part o f the Department o f Industry and Commerce, meanwhile undertook 

extensive promotional work in major industrial countries, such as the USA, Britain and 

West Germany, to bring expansion opportunities to the attention o f foreign investors; this 

was done through advertising, tours by IDA officials. Ministers and Taoisigh, and 

establishment o f overseas offices.'*’ Supplements carried in US newspapers aimed at 

‘correcting outmoded impressions o f Ireland’,'^ while the Authority also researched 

domestic and overseas investment opportunities which suited the econom y’s development 

needs and resources, frequently approaching selected firms directly.'^

The IDA also looked after every aspect o f foreign investment, working with relevant 

agencies such as the Revenue Commissioners, Central Bank, Commercial Banks and trade 

unions ‘to provide a consistent and helpful welcome to incoming industries and FDI 

generally’.'** It undertook advance construction o f factories, industrial estates, housing and 

other facilities, to allow industrialists to commence production soon after completing 

negotiations with the IDA.'^ Its regional offices, established in 1971, besides an after care 

service, also supplied additional services for existing and new industries, including 

information and advice on grants, site availability, labour resources, infrastructure and 

educational and training f a c i l i t ie s .O f  the IDA effort, it was written in the early 1980s its

S eco n d  R eport o f  the C om m ission  on Taxation- D irect Taxation- The Role o f  Incentives- M arch 1984. S ta tionery  O ffice , Dublin, 
1984, p .63 (quote); also p .6 1 ; Durkan, ,Ioe, In d u str ia l P o licy  fr o m  the 1930s to  Culliton. C entre  for E conom ic  R esearch, Policy Paper 
N um ber PP92/4, 1992, p.5 

W hite interview
14

W hite, Padraic, Mow the IDA opera tes ', in M acSharry , R ay, Padraic A W hite and Joseph O ' M alley , The M a k in g  o f  the C eltic  Tiger: 
The Inside S tory  o f  Ire la n d 's  Boom  Econom y. M ercier Press, D ublin, 2000, p.250; N A l DT 2008/148 /208 . "M em orandum  for the 
G overnm ent- R eplacem ent o f  the Schem e o f  lixport Sales R elie f by an A lternative  Incentive Schem e, 3 '“' M ay  1978’, p p .10/11 

Industrial D evelopm ent A uthority , A n nua l R eport 1970/71. 1971, pp .21/2; Industrial D evelopm ent A uthority , A n n u a l Review  
1969/70. p,33

Industrial D evelopm ent A uthority , Industria l D eve lopm en t in Ireland. D ublin, 1970, p.4 

Industrial D evelopm ent A uthority , A n nua l R eport 1971/72. 1972, p.20 

W hite interview
19

Industrial D evelopm ent A uthority , Industria l D eve lopm en t in Ireland. Dublin. 1970. p.4
■>0

D unne, JP, ' I'hc IDA- O rig ins, Structure and A c tiv itie s ', Adm inistra tion . V ol.20, N o .l (Spring  1972), p .20
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‘scale and efficiency... now amount to an industrial promotion effort which is one o f  the
2 1most highly intensive and organised o f its type among competing countries’.

To aid this 1960s promotional effort several aspects o f the Irish economy were also 

highlighted, perceived as attractive to international investors in the climate that prevailed. 

IDA literature pointed to convenient trading access to Britain, Europe and North America,

permanent duty-free access to Britain under the Anglo-Irish Free Trade Agreement
22  * (AIFTA), and Ireland’s comparatively low wage-rates. Ireland’s major advantage during

this period, however, appears to have been its substantial labour surplus, with full

employment and resulting labour shortages impediments to growth and expansion

throughout the OECD.^^ Promotional material stressed an adaptable and efficient labour

surplus, complemented by skilled Irish workers in Britain, with ‘more than sufficient

manpower readily available to double the scale o f  Irish industry within a decade’.̂ '* Irish

political stability was also emphasised, Ireland comparing favourably with other low wage

countries seeking investment;^*’ Lemass informed investors Ireland had ‘proved itself to be

one of the most stable o f the European dem ocracies’, with ‘few changes o f government,

and continuity o f economic policy’.

Inward investment and export expansion

This promotional effort, combined with the introduction o f ESR, was an emphatic success 

during the 1960s in establishing Ireland as a base for foreign investment and stimulating 

export-led growth. This success demonstrated, however, the Irish econom y’s major 

reliance on foreign firms into the 1970s for driving the export-led growth strategy, with a 

weak response from domestic enterprise. 70-80 per cent o f the new investment during the 

1960s was non-indigenous in origin,^^ with firms attracted from Britain (40% of new

O ' M alley, Eoin J, In d iis ln a l P olicy a n d  D evelopm ent: A Survey  o f  L itera ture  fr o m  the E arly  1960s to the Present. Stationcr>' OtTice, 
(N ational Econom ic and Social C ouncil), D ublin, 1981, p. 13

Industrial D evelopm ent A uthority , Industria l D evelopm ent O pportunities- Ireland. D ublin , 1970, p. 13; N ational E conom ic and Social 
C ouncil, A Review  o f  Industria l Policy- A report p rep a re d  by the Telesis C  onsu ltancy  Group. S tationery  O ffice, D ublin, 1982, p. 135 

S econd  P rogram m e fo r  E conom ic  E xpansion P art /- L a id  by the G overnm ent before each  H ouse o f  the O ireachtas A ugust /  963. 
S tationery O ffice, D ublin, 1963, p 16; NAI DT 2008 /148/208 ."Report- In terdepartm ental W ork ing  Party on lixport Sales R elief- April 
1978” , pp .40 /41 ; The A ccession  o f  Ire land  to the E uropean C om m unities- L a id  by the G overnm ent before each  H ouse o f  the O ireachtas. 

January  1972, S tationery OtTice, D ublin, 1972, p.36; NAI D U N  2001/3/110, "C om m ents on the Irish econom ic situation  m ade by Mr 
IK  W hitaker at the H conom ic Policy C om m ittee  o f  O E C D  Paris- 7 N ovem ber 1963” . pp 3/4
UCC B L/PC/K  Box 58. “ R eport o f  inform ation visit by delegation  o f  the l-ianna Fail Parliam entary Party to  the C om m ission  o f  the 
E uropean C om m unities at B russels, 15-16 M arch 1971” , p .2
7 4

Industrial D evelopm ent A uthority , O pportun ities  fo r  Industria lists- Ireland. D ublin , 1963

N ational Econom ic and Social C ouncil, A n A nalysis  o f  Job  Losses in Irish M anu fac tu ring  Industry. S tationery  OITice, D ublin, 1983,

Industrial D evelopm ent A uthority , O pportunities fo r  Industrialists- Ireland. D ublin . 1963. forevNord 

Industrial D evelopm ent A uthority , Industria l D evelopm ent O pportunities- Ireland. D ublin, 1970, p.9
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foreign enterprises), North America (USA 16%), the EEC (W est Germany 20%, 

Netherlands 5%), Scandinavia and South Africa; many during the 1960s cited ESR as 

central to their decision to i n v e s t . B y  1971 the 471 foreign owned projects were 

concentrated in Metals, engineering, electrical (31.1%, 123 projects), textiles and apparel 

(23.7%, 94 projects), plastics, including synthetics (11.4%, 45 projects), food and drink
30(11.1%, 44 projects), and chemicals and drugs (6.3%, 25, and 11 pharmaceuticals).

Industrial exports meanwhile, which represented 25% o f total exports in 1958, exceeded 

50% ten years later.^' Experiencing an average annual growth rate o f 16% during the 

1960s,^^ their value grew from £33m in 1958 to about £ 2 14m in 1969.^^ This in turn 

increased manufacturing employment, with new industry (i.e. IDA sponsored firm) 

employment jum ping from 16,000 to 48,000 between 1967 and 1972, foreign firms 

providing 39,000 o f these jobs.^"* Foreign industry provided 74% o f all new employment in 

new industry in 1958-71%.^'*’ The export figures, however, revealed the effective dual 

nature o f Irish industry that existed from the 1960s, and the extent o f Ireland’s reliance on 

foreign investment.

In spite o f  rapid export growth to Britain, the British share o f Irish exports declined from 

74% in 1961 to 46% in 1980, with greater export diversification, particularly to more 

dynamic EEC economies. This diversification, however, owed mostly to foreign firms; 

indigenous enterprises still relied for almost three quarters o f their exports on the UK 

ma rk e t . Do me s t i c  firms also largely maintained a home market bias, perhaps

28
NAI DT 2006/133/394, “ A N ew  Industrial Policy- The K ey to S urv ival” , p 36; Industrial D evelopm ent A uthority , Industria l 

D evelopm ent in Ireland. D ublin , 1970, p .2 and p 9; also M cA leese, D erm ot, ’C apital Inllow  and D irect Foreign  Investm ent in Ireland 
1952 to  \ 9 1 0 \  J o u rn a l o f  the S la lis tica l a n d  So c ia l Inqu iry  S oc ie ty  o f  Ireland. 1972, p. 79
29 . . .

S eco n d  R eport o f  the C om m ission  on Taxation- D irect Taxation- The Rote o f  Incentives- M arch 1984. S ta tionery  Ofl'ice, Dublin,
1984, p .7 1; Survey  o f  G ran t-a ided  Industry- Survey  T eam 's report. S tationery  O ffice , Dublin. 1967, p 105

Buckley, Peter J, 'S o m e  A spects o f  Foreign Private Investm ent in the M anufacturing  Sector o f  the liconom y  o f  the  Irish R epub lic ', The
E conom ic a n d  So c ia l Review. V ol.5, N o .3 (A pril 1974), p.307
”  C om m ittee  on Industria l P rogress- G eneral Report. S tationery  O ffice, D ublin, 1973, p 12

O ' M alley, F.oin ,1, Industria l P o licy  a n d  D evelopm ent: A Survey o f  L itera ture  fr o m  the Early 1960s to the Present. S tationery  Ofl'ice 
(N ational Fxonom ic and Social C ouncil), D ublin, 1981, p 22

Industrial D evelopm ent A uthority , Industria l D evelopm ent O pportun ities- Ireland. Dublin, 1970, p .9; Industria l D evelopm ent 
A uthority , A n n u a l Review  1969/70. p .22 
34

Buckley, Peter J, "Some A spects o f  Foreign Private Investm ent in the M anufacturing  Sector o f  the [x o n o m y  o f  the Irish R epub lic ', The 
E conom ic a n d  Soc ia l Review. V ol.5, N o .3 (April 1974), p .305

O ' M alley. Foin .1, Industria l P o licy  a n d  D evelopm ent: A S urvey  o f  l.itera ture  fr o m  the E arly 1960s to the P resen t. S tationery  O ffice 
(N ational Fconom ic and Social C ouncil), D ublin. 1981, p .22

N ational Fconom ic and Social C ouncil, A R eview  o f  Industria l P olicy- A report p rep a red  by the Telesis C o n su lta n cy  Group.
Stationery OfTice. Dublin, 1982, p.88; M cA leese. D erniot, and .lohn M artin, 'I re la n d 's  M anufactured F xports  to  the FFX’ and the 
Com m on I-xternal f a r i f f .  The E conom ic a n d  So c ia l RevieM\ V ol.3, N o.4 (1972), p.617
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understandable given the recent shift from protectionism; exports represented only 30% of
37their total production in the mid-1960s, compared with 75% for foreign firms.

Admittedly, there were nuances to these figures. By 1973 foreign industry’s export 

orientation increased to 87.6% o f gross output; that o f new Irish industry, generally larger 

grant-aided firms in sectors such as food and drink, textiles and clothing, and 

metal/engineering/electrical, was 54.4%, and only 18.6% in manufacturing firms other than
■JO

new industry. The difficulty, however, was the concentration o f Irish manufacturing 

employment in older, rather than new indigenous industry. Many o f their exports were also 

viewed as having an uncertain future; many rested on geographical proximity, shared 

traditions, tastes and measurements, creating markets defensible against more remote 

competitors, but which generated difficulties exporting outside the former British zone, 

and EEC in particular. With EEC accession and standardisation o f measurements likely, 

domestic exporters faced the prospect o f increased competition in Britain, from stronger 

European firms.

It is notable that with its re-establishment as a non-civil service agency in 1969, the IDA’s 

remit was expanded to include the strengthening o f domestic industry, and fostering o f 

self-generating growth; this encompassed encouragement o f an attitude conducive to 

enterprise, expansion o f manufacturing firms that showed a capacity for growth, and 

measures including re-equipment and modernisation grants, development services, and 

training and retraining o f  workers.'*'^ This was part, however, o f a wider official 

acknowledgement o f foreign investment as the only realistic alternative in driving export- 

led growth and economic development into the 1970s, especially within the EEC."" This 

was reflected in the 1972 white paper on EEC accession, which recognised domestic

M cA leese. D eriiiot, ‘C apital Inflow  and  D irect I'o re ign  Investm ent in Ireland 19.S2 to 1970". Journa l o f  the S la lis lica l a n d  Socia l 
Inqu iry  S oc ie ty  o f  Ireland, 1972. p .79; N ational E conom ic and Social Council. A n A na lys is  o f  J o b  Losses in Irish M anufacturing  
Industry. S tationery  O ftice , D ublin, 1983. p,59 
^8

O ' M alley, Koin .1, Industria l P o licy  a n d  D evelopm ent: A Survey o f  L iterature fr o m  the Early 1960s to the Present, S tationery  O ffice 
(N ational E conom ic and Social C ouncil). D ublin , 1981. p.22; for sectors in w hich new  Irish industry was concentrated , see Buckley.
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a n d  Socia l Revie-iv. V ol.5, N o .3 (A pril 1974). p.312
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Stationery  OfTice. Dublin. 1982. p .100; M cA leese, Derm ot, and John M artin. Ire land 's  M anufactured Exports to the EEC and the 
C om m on E xternal T a r i t r ,  The E conom ic  a n d  S o c ia l Review, V ol.3, N o.4 (1972), p .623
40

D unne, ,IP, ' 1 he IDA- O rig ins, S tructu re  and A ctiv ities ', Adm inislration, Vol.20, N o .l (Spring 1972), p 17; NAl DFIN 2001/3/1615, 
"M em orandum  for the G overnm ent- Propo.sed program m e o f  activity  in connection w ith  industrial developm ent. A ugust 1967” . p 10; Industrial 
D evelopm ent A uthority . A n n u a l R eport 1971/72, 1972. p.22; Industrial D evelopm ent A uthority . A nnual R eport 1972, 73, 1973. p.3
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enterprise’s difficulties, its poor response to 1960s industrial policy measures, and a likely 

decline in employment in domestic firms."'^

Export Subsidies, free trade and the EEC

EEC accession for its part promised to substantially accelerate the inflow o f foreign 

investment; it also, however, established the grounds for Export Sales R e lie fs  enforced 

replacement in the inter-oil shock period. Prior to EEC accession, Ireland was subject to 

the Common External Tariff on all non-Community imports. Membership, however, 

provided tariff-free access to a market o f 250 m illio n ,m e a n in g  Ireland was ‘no longer... 

an isolated island with uncertain access to some European m arkets’. W i t h  low or tax-free 

status, accession promised to make Ireland a manufacturing satellite for sales into the EEC, 

comparable to Singapore and Puerto Rico, similarly employed to access the Asian and 

North American markets."*^ This contrasted with foreign investment in core economies 

(Germany, USA), where firms sought access to skills or large home markets."*^

Despite the Oil Shock, the EEC’s promise appeared realised in the first four years o f  Irish 

membership (1973-77), when more industrial investment was committed than in the 

previous twenty years combined. More than 60% o f this investment came from non-EEC 

countries, such as Japan, the USA, and Australia, manufacturing mainly for the 

Community m a rk e t .T h is  was reflected in record annual job  approvals. In 1973 the IDA 

secured 23,000 job  approvals at full production;"*** even the period 1970-74 saw total job 

approvals (78,494) and fixed asset investment (£880.5m) far surpass those for the period 

1952-69 (68,208 and £287.2m re sp e c tiv e ly ) .B y  1980 60 percent o f  the 438 foreign 

projects had been approved since 1973.^*^
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EEC accession, however, was the culm ination o f  Ireland's progression towards trade 

liberalisation, with the incentive from which much foreign investment benefitted, ESR, 

itself repugnant to free trade principles. As a subsidy on exports to other States, the relief 

distorted free trade, a fact the Organisation for European Economic Co-operation (OEEC), 

the OECD’s forerunner, ignored at its introduction given the indication o f an outward 

s h i f t . E S R ’s position became increasingly untenable, however. Ireland joined the General 

Agreement on Tariffs and Trade (GATT) in 1967, which opposed discriminatory trade 

practices, specifically those ‘which operate directly or indirectly to increase exports’.'

With the 1970s meanwhile there was increasing international pressure for the outright 

prohibition o f export subsidies in multilateral trade negotiations;^^ this was consistent with 

Irish government stances in international fora, and the export-led growth strategy which 

relied on non-interference in the free flow o f trade.

It was ESR’s repugnance to the EE C ’s Treaty o f Rome, however, that was most immediate 

for Ireland, forcing the issue o f its replacement; upon accession the relief fell to be 

considered under Articles 92-94 o f  the I'reaty. Firstly, as an export subsidy, ESR 

threatened to distort intra-EEC trade by favouring certain undertakings; in a common 

market there could be no exports as such (Article 92.1). Interested in outlawing 

discriminatory trade practices which distorted intra-community trade, the I ’reaty also 

objected not to ESR’s generosity but its non-measurability (an opaque aid);”'*’ this open- 

ended nature, with no monetary limit to the benefit in remitted tax a firm could receive 

during its span o f relief, was regarded by Irish Governments as one o f  the major reasons 

for ESR’s attractiveness.’’̂

Barry, Frank, "Foreign Investm ent and the Politics ol Kxport Profits Tax R elief 1956 ', IIIS D iscussion  Paper N o .357, February 2 0 1 1,
p.8

N AI DT 2009/135 /176 , “N ote on State A ids in the  context o f  C om m unity agreem ents v\ ith developed and develop ing  countries- 
FJconomie D ivision, 26"' ,luly 1977” , p.2; C orcoran , ,lohn, "Fm ploym ent Subsidies and the F E C ,  U npublished  M aster o f  Kconom ic 
Science Thesis, U niversity  C ollege D ublin, 1977, para.4  2

N AI D T 2008/148 /208  Exports- ( I )  Tax R elie f 1969- (2) C redit Finance (3) G eneral, “ Report- In terdepartm ental W ork ing  Party on 
E xport Sales R e lie f  A pril 1978” , pp.28/29; NAI D T 2008/148/208 Exports. “ W ally K irw an note for D erm ot N ally , “Schem e o f  
incentives to replace E xport Tax R e l ie f ,  I" M ay 1978", p.4

NAI D T 2005/7/181 “ M em orandum  for the  Inform ation o f  the G overnm ent- Im port Restriction 27"' Septem ber 1974” , p. 5

NAI D FIN 2004/4 /462 , l:E C  O bjections to be m et in draw ing up an alternative schem e to exports tax reliefs and the  necessity  to fix 
a  ceiling  to the am ount o f  re lie f  7"' ,Uily 1973 ', p. 1; NAI D T 2008/148/208, “ R eport- Interdepartm ental W orking Party  on Export Sales 
Relief- A pril 1978” , p.8; NAI DT 2007/148 /429 , “ R eport o f  m eeting betw een the T aoiseach  and Econom ic M inisters and Executive 
C ouncil o f  the Irish C ongress o f  T rade U nions. C ouncil C ham ber, G overnm ent B uild ings, Friday, 23 '“' Septem ber 1977 at 3 .30pm ”, p.4; 
N AI DT 2008 /148 /208 , “ R eport- Interdepartm ental W orking  Party on Export Sales R elief- April 1978” , p .10; D dil E ireann. 25"' O ctober 
1977, col. 1006
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Under Article 93 o f the Treaty the European Commission was also enjoined to 

continuously examine all systems o f aids offered by member states; if  it found an aid 

incompatible with the Common Market, it was empowered to decide a member state 

should abolish or alter the aid within a period o f  time it would prescribe. The European 

Council, however, i.e. heads o f member states, could at the request o f a member state 

decide an aid was compatible if exceptional circumstances so justified; Article 92.3 

provided for compatibility where aid was intended to promote regional development in 

areas o f  abnormally low standards o f living or serious underemployment.^^ This, however, 

was unlikely during the 1970s.

The Comm ission’s concern with State aids was formalised in the introduction o f  State aid 

co-ordinations in the early 1970s, a time o f rising competition for inward investment; these 

were designed to prevent distortions and undesirable wasteful outbidding for investment, in 

which poorer countries would be handicapped, and facilitate lesser endowed regions, 

making the system ostensibly in Ireland’s interest.' The co-ordinations laid down common 

regulations for regional aid policies, enabling comparison o f aids;^^ Ireland’s designation 

as a single region for regional aid purposes in 1974/75 meant all its aids were regional.

The First Co-ordination, introduced in 1971, applied only to Central Regions, rather than 

peripheral regions like Ireland. It required aid transparency or measurability i.e. its 

maximum value clearly expressed in advance as a percentage o f the value o f  the fixed 

assets o f a project, impossible with ESR, an opaque aid; a common ceiling o f  intensity i.e. 

maximum cumulative value o f all aids, not exceeding a fixed percentage o f  fixed asset 

value (the fixed asset investment required to establish the enterprise), amounting to 20% 

Net Grant Equivalent (NGE); regional specificity i.e. clear identification o f its 

geographical extent; and its sectoral effects.^' The aim throughout the 1970s was to 

progressively bring opaque or non-measurable aids within the co-ordination net, as any

NAI [)FIN  2004/4 /462 , “ D raft Report- W orking Party- [ixports T ax R e l ie f ’, p. I
58

B rock, C atherine, “ The AO  l ittle R eport on the S tructure  o f th e  IDA and Industrial Incentives in Ireland” , in The Irish  B anking  
Review. D ecem ber 1968, p. 19; NAI DITN 2001/3/1616, “ M em orandum  for the  G overnm ent- P roposed p rog ram m e o f  activ ity  in 
connection  w ith indu.strial developm ent, 30"' .lanuary 1968” , p.4; M cA leese, D erm ot, "Capital Inllovv and D irect F'oreign Investm ent in 
Ireland 1952 to 19 7 0 '. Jo u rn a l o f  the S la lis lica l a n d  S o c ia l Inc/iiir)' S o c ie ty  o f  Ireland. 1972, p, 104

NAI DT 2008/148 /208 , "R eport- Interdepartm ental W orking  Party on H xport Sales R e lie f A pril 1978” , pp .2 /3 ; NAI DI'IN  
2004/4/462, “ D raft R eport- W orking Party- Exports Tax R e l ie f ,  p 2; Dail E ireann, 25"' O ctober 1977, col. 1006

NAI DT 2008/148 /208 , “ Report- Interdepartm ental W ork ing  Party on E xport Sales Relief- A pril 1978", p. 16 

^^Ihid, p .19; also see for 1971 C o-ordination NAI DI-IN 2004 /4 /462 , “ D raft R eport- W orking Party- E xports  T ax R e l ie f ,  p .2
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solution confined to transparent aids was ineffective if member states were free to use a 

variety o f more obscure aids.^^ A successor co-ordination in 1975 added differentiated 

ceilings for regions; 1 9 7 rs  common 20% NGE ceiling for central regions was maintained, 

and additional ceilings o f  25, 30 and 35% provided for some non-central regions. The 

status quo for measurable aids was maintained for peripheral regions.

ESR. the home market and domestic enterprise

ESR’s nature therefore made its replacement within the EEC inevitable. There were other 

arguments, however, for its modification. At its most basic level, replacement was 

encouraged by the consideration that, with its statutory terminal date o f 1990 approaching, 

ESR was seen as having diminishing value as an incentive;^"* the 1969 extension was 

undertaken when Ireland’s EEC accession prospects were uncertain. From the mid-1970s, 

and allowing time for projects to reach export, production and profitability, firms had only 

seven or eight years o f full relief remaining.*’'̂  Several firms complained o f this in the late 

1960s and early 1970s, the IDA fearing it ‘could have an adverse effect on their 

promotional activities’.̂ ’̂

A further argument, however, touched on one o f the main reasons for seeking the 

establishment o f foreign enterprises from the 1950s, and which became a major issue in 

ESR’s replacement in the inter-oil shock period, and the need to maximise growth in the 

context o f economic crisis. This was the re lie f s effect on the development o f domestic 

enterprise. ESR incentivised badly needed export activity, but in drawing a distinction 

between home and export sales, a major focus o f EEC objections,^^ distorted what the IDA 

termed the ‘natural and balanced growth o f industrial activity’. The fact it only benefitted 

export activity meant it penalised development o f inter-linkages between foreign and 

domestic firms, working against efforts to influence domestic enterprise through foreign

N A l D FA  2008/79 /2073 . 'C o n n d en tia l B riefing  D ocum ent- F IX ' C o-ord ination  o f  Regional A ids '

N A l DT 2008/148 /208 , "R eport- In terdepartm ental W orking Party on lixport Sales Relief- A pril 1978” . p. 19; also see for 1 971 C o 
ordination  N A l D FIN  2004/4/462 F x ports  Tax R elie f W orking Party on a lternative schem es o f  tax re lie f to exports tax re l ie f  “ D raft 
R eport- W ork ing  Party- 1-xports fax  R e l ie f ,  p .2 
64

N A l D 'f 2007 /116 /260 , “ M em orandum  for the G overnm ent- Proposal to seek Interim  A rrangem ent C oncern ing  hxport Sales Relief 
w ith Huropean C om m ission , 28"' O ctober 1977” , p. 15; also N A l D 'f 2000/6/441 “ M em orandum  for the G overnm ent- Extension  o f  
term inal dates for the exports tax re lie f  and "S hannon” re lie f  21" April 1969”
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systems o f innovation, development o f value-added or downstream industries, and 

therefore maximum employment creation.

The relief was also identified in literature as frustrating development o f domestic export 

industry; ESR enhanced the incentive to export, but failed to improve the ability to do so 

until exporting became p ro f ita b le .W ith  many protected firms merely representing low 

productivity, final processing o f imported materials,^** tariff reduction and export expansion 

required investment in modern plant and equipment, and development o f new products;^' 

the initial years o f building new markets were often characterised by low or negative
72profits. With tariff reduction, however, home market oriented firms experienced a 

reduction in the rate o f return and were liable to the normal corporation profits tax rate o f 

45-50%, which made it financially difficult to undertake necessary investment for 

expansion into export markets. As Kennedy and Foley argued, ESR was ‘poorly adapted 

to the needs o f developing firm s’; it did not benefit them until they made profits, nor 

helped their financial position ‘in their crucial formative years’. They added experience in 

industrial development suggested it first had to be acquired on the home market, ‘where 

familiarity, ease o f  access, and transport costs facilitate the establishment o f a competitive 

edge’.̂ '*

The introduction o f centralised rather than firm-based bargaining, and greater dynamism o f 

foreign enterprises, was seen to reinforce the competitive divide between foreign and 

indigenous enterprise. Foreign enterprises availing o f ESR often had guaranteed markets in 

overseas affiliates, operated in growth industries, were kept abreast o f  the latest 

technological and design developments, and in general enjoyed higher productivity.^*’ They 

were seen to generate a localised ‘incomes inflation’, capable o f paying high increases

NAI DFIN 2004/4 /462 . “ D raft R eport- W ork ing  Party- E xport Sales R elief- C ontribu tion  by the IDA” , p .2; O E C D  E conom ic  
Surveys- Ireland- M ay 1978. p .32; M joset, Lars, The Irish E conom y in a  C om parative  In s tiiu liona l Perspective. N ational Econom ic and 
Social C ouncil, Dublin, 1992, p 18 
69
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R outledge, London, 1988, p .235 
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without profits being depressed to un-remunerative le ve ls .Ea r ly  1960s employers in fact 

opposed in flexib le productivity-based centralised bargaining for this reason, citing 

increases in newly established grant-aided foreign firms, and decreases in older established 

industries, strangled by restrictions on output/^

1’hese trends, by undermining the development and competitiveness o f domestic enterprise, 

especially at a time o f ta r iff  reduction, and fa iling to maximise Irish growth, were seen to 

be reflected in Ireland’ s deteriorating balance o f payments position from the 1960s:^** from 

an average 2% o f GNP during the 1960s to 3 % % in 1970-75.™ Domestic consumption’ s
RO

import share rose from 13.3% o f total transportable goods in 1960 to 19.5% in 1970; this 

increased to 27% by 1975.**' A  rise in imports was inevitable w ith the shift in Irish export 

activity from the primary sector and services to manufacturing, especially the technology 

intensive fields in which foreign firms were increasingly concentrated; this entailed a 

switch from low to higher-import content.*^ Higher income levels from the 1960s also 

generated increased consumption and therefore import demand.

Deteriorating competitiveness, however, was identified as a major factor in this 

development. W ith the onset o f free trade, and non-availability to many home market firms 

o f aids such as ESR, the home market and especially traditional industries were subjected 

to increased import penetration. High V A T  rates were seen as incentivising imports over
84home produce, while the Central Bank even suggested Ireland’ s competitiveness and

National Irxonomic and Social Council. Prelude to Planning. Stationery OITice. Dublin, 1977. pp.4l and 48; Kennedy. Kieran A. 
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79

NAI DT 2010/53/688, “ Report o f Meeting- lncrea,sed activity in the area o f import substitution by the IDA and the IGC, 14"' May 
1980” , p. I
80

Morgan, F'V, Causes and Effects o f Inflation in Ireland, Stationery Office (National E:conomic and Social Council), Dublin, 1975,

NAI D f  2006/133/586, “ The Fconomy: Major Issues (Presented to Meeting ot Working Party on 12.10.76)’ ; Economic and Social 
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share o f  the British export market was maintained in the early 1970s by increasing import- 

content, given the rapid rise in unit wage costs. ‘

Development o f  indigenous industry and company taxation

This increasing import penetration led to initiatives in the 1970s such as the ID A’s Project 

Identification Unit (PIU), which sought to encourage import substitution in Irish industry. 

The Authority’s Joint Venture Programme also promoted businesses to act as
87 •subcontractors to, and advance spin-off opportunities from, foreign industry. An Irish 

Goods Council and Guaranteed Irish campaign were also established, to aid the sale o f
QO

Irish goods on the home market. Throughout this period, however, and particularly in the 

wake o f the Oil Shock, alleviation o f  the domestic industry tax burden was increasingly 

viewed as a means o f  aiding domestic industrial development and easing the balance o f 

payments deficit. There were calls for the removal o f  the distinction between home and 

export sales in the industrial incentive programme, to facilitate import substitution and 

development o f domestic enterprise.

Calls for amendment o f the company tax burden came from within and without 

Government. I'he Department o f Industry and Commerce noted in 1976 how 

manufacturing firms geared by history, product-type, and marketing strategy to the home 

market, and capable o f  import-substitution, were subject to a ‘more normal system’ o f 

company taxation: ‘It is logical to argue... in the context o f free trade the basis for this 

distribution o f the impact o f company taxation is not now as relevant as when the scheme 

was originally conceived’. T h e  issue also featured in the Coalition’s 1976 Green Paper 

process. The Department o f Finance and M inister for Foreign Affairs Garret FitzGerald 

expressed support for downstream industries ineligible for relief, and how domestic output 

devoted to reducing import penetration was as valuable as exports from an employment

Morgan. liV, C auses an d  E ffects o f  Inflation in Ireland. Stationer>' OfTice (National Econom ic and Social Council), Dublin, 1975, p, 170; 
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and balance o f  paym ents point o f  view.^^ The Confederation o f  Irish Industry (C lI) also 

cam paigned for the easing o f the tax burden throughout the 1970s, citing its favourable 

balance o f  paym ents effects, and benefits to ‘thousands o f small industries scattered 

throughout the country  (which) w ere the seedbed from which large firm s developed’.*̂ '

EEC Accession and First Interdepartmental Working Party 

N otice w as served on ESR soon after Ireland’s accession to the EEC. G iven its 

contravention o f  the Treaty o f  Rom e, the re lie f  was inevitably an issue in Ire land’s 1970/71 

accession negotiations. The Fianna Fail G overnm ent had sought to protect the S tate’s 

ability to prom ote industrial developm ent during these negotiations, prim arily  through 

m aintaining ESR; the Irish delegation pointed to a rising population, small dom estic 

m arket, and lim ited dom estic capital. The delegation succeeded in securing inclusion o f  a 

Special Protocol w ith the Irish accession Treaty, which noted Ireland’s developm ent 

aspirations, the responsibility o f  the Com m unity in helping align Irish living standards with 

those o f  other m em ber states, and how , recognising ESR ’s vital role in stim ulating 

investm ent and growth, in applying articles 92 and 93 o f the Treaty o f  Rom e, it was 

‘necessary to take into account the objectives o f  econom ic expansion and... raising o f  the 

standard o f  living o f  its population’.

fhe  C om m ission, however, gave no com m itm ent to m aintaining ESR, pending com pletion 

o f  its review  o f  State aids. Instead, the Irish delegation secured a com m itm ent the re lief 

could be m aintained until com pletion o f  the review , while all firms benefitting, particularly  

those that had not started exporting, would benefit for the full duration o f  their 

entitlement;^"^ the IDA was authorised to give contractually binding assurances on this 

point.^^ Feeling w ithin Irish official circles, how ever, appears to have been one o f  E S R ’s 

inevitable withdrawal. Padraic W hite, a leading IDA official during the 1970s, recalled that

90
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because o f  ESR’s discrimination in favour o f exports, it was only a matter o f time before it 

came under scrutiny; the IDA’s approach was therefore to use it to maximum effect within 

the EEC, the Irish approach one o f delaying the moment o f reckoning.

I'h is judgement was encouraged by the attitudes o f other EEC states. Overriding a 

Commission decision on ESR’s incompatibility with the Treaty o f Rome required a 

unanimous decision o f the European C o u n c i l . E v e n  before Irish accession, however, 

other member states enviously drew attention to ESR;^* White recalled how at Brussels 

meetings it was clear other States saw the co-ordinations as a mechanism for terminating 

ESR, and so curtailing Ireland’s success in attracting investment.^^ Pressure on the 

Commission only increased after accession, with IDA promotional activity publicising the 

relief described by Commission representatives as ‘injudicious’.

and 110 red

IDA ‘injudicious’ advertising, c.1971 (industrial Development Authority, A nnual R eport 1970/71)

While sympathetic to Ireland’s development difficulties. Commission representatives 

therefore privately served notice on ESR in January 1973 as ultimately incompatible as an 

export aid with the Treaty and Co-ordination principles. They planned discussions with the
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Irish authorities to pre-empt further member state p r e s s u r e , a n d  pressed for an early 

response, since otherwise this pressure might force the Commission to take action/°^ 

Besides an increase in industrial grant levels, ruled out by Irish authorities on cost grounds, 

the Irish Government was advised an incentive giving total relief on profits from new 

projects on both home and export markets, which was measurable, transparent (subject to a 

ceiling), capable o f  control, and valid for a number o f years would be acceptable.

In anticipation o f  discussions an Interdepartmental Working Party, including IDA and 

Revenue Commission representatives, was established to formulate an ESR alternative, 

and as seems likely, settle on a negotiating position. Meeting in 1973/74, the party arrived 

at four possible options, seeking to maintain the incentive to export without explicitly 

mentioning it: a system o f higher grants; labour subsidisation; a measurable ESR, but still 

containing an export element; and a variable tax relief based on licensing, similar to a relief 

offered for development o f the Shannon Airport region. The party settled on the last 

option, a variable tax relief, which was to be eligible for both home and export sales of 

new rather than expanding trades; the maximum relief was to be retained at 100%, and 

available without tapering provisions to 1990.

The Minister for Finance, depending on the attractiveness o f projects, was to issue a 

certificate specifying the rate and duration o f the relief, and conditions on which it was to 

be granted.'**^ These conditions were largely modelled on criteria set out in the 1969 

Industrial Development Act: a project likely to provide or maintain employment in the 

State; financial assistance was necessary to ensure its establishment, maintenance or 

development; and it was o f reasonably permanent nature and would be carried out 

e f f i c i e n t l y . A d d e d  to this was a provision protecting existing employment; the relief 

could not be granted to enterprises primarily intended to produce for the home market, 

which could put existing firms out o f business by unfair competition arising out o f a
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privileged tax status. This in turn, by protecting existing domestic enterprises, served to 

encourage import substituting activities.

The First Oil Shock and Foreign Investment

Little progress was made in discussions with the Commission; the pressure on Ireland 

appears to have eased with the onset o f the First Oil Shock, with no apparent consideration 

o f  the Working Party’s proposals at Cabinet level. By altering the international 

environment in which the Irish economy operated, however, the onset of the inter-oil shock 

period underlined both the vital role o f foreign enterprise in resolving the Irish econom y’s 

multiple crises, and the severe challenge that now prevailed in maintaining, let alone 

enhancing, the flow o f inward investment, with or without ESR. IDA resources were 

largely protected under Richie Ryan’s public expenditure strategy. This show o f faith 

was repaid, with an impressive performance by new inward investment. Buoyed by EEC 

accession, it maintained a high volume in the wake o f  the Shock, while production o f new 

firms was credited with the greater part o f export growth from 1975; industrial exports, 

particularly chemicals, synthetic textiles, pharmaceuticals and engineering products, rose 

substantially.'^^

Between 1973/74 and 1975, £469.9m in fixed asset investment was committed, with the
108help o f £ 1 10.1m in grants and a job  potential o f 32,109. The scale o f new industrial 

investment for 1974-76 meanwhile exceeded that o f any comparable period,'^’̂  with 18,312 

jobs approvals in 1976 alone, over half arising from projects sponsored by established 

industrial firms in Ireland, encouraged by domestic and international economic recovery."^ 

Against the trend internationally, new manufacturing investment also expanded in 1977 by 

an estimated 20% in volume, with 24,028 jobs approvals (11,705 foreign firm s).'"  This 

was consistent with an IDA finding that during the recession, international firms in sectors
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hit by the downturn managed their Irish plants not as branch plants and the first to shut, but 

integral parts o f  their group operations."^ Ireland’s success as an industrial base was 

reflected in how the aggregate output o f Irish manufacturing industry in 1975-80 

outstripped all OECD economies bar Portugal, and was double the EEC average."^

Ol' 1974/75, however, the IDA wrote that it was ‘at once the best o f times and the worst o f 

tim es for Ireland’s industrial development’. Foreign industry withstood the erosion of 

export competitiveness in the mid-1970s better thanks to ESR, large marketing and 

research organisations, and connections, contractual or otherwise, with parent companies 

abroad; more traditional domestic firms were less able to cope with rising costs, 

particularly wages and sharp foreign competition, the oil shock highlighting the ‘sectoral 

unevenness o f the economy’."^ Traditional industrial exports such as clothing, footwear, 

drink, iron and steel declined, while competing imports rose substantially;"^ despite the 

creation o f 14,500 jobs in 1975, there was a net drop o f 14,100 in the total employed in 

manufacturing industry, 6,600 from factory closures."’ Overall, 50,737 jobs were created 

between 1973 and 1976, but were offset by the loss o f  57,331 jobs in Irish industry in the 

same period."** Even before the Oil Shock was fully felt in traditional industry, the IDA 

remarked o f 1970-74’s net job gain in manufacturing, a mere 5.500 to 203.700: ‘... it is 

clear... without the substantial flow o f new jobs, mainly deriving from IDA approved home 

and overseas projects, there would have been a severe constriction o f the manufacturing 

work-force in this period’."^

The Irish Economy and Foreign Imestment in the 1970s

The fallout from the oil shock therefore increased the Irish econom y’s dependence, 

substantial in any case, on foreign investment for the greater part o f its economic and 

manufacturing employment growth, and consequently resolution o f its economic crises. In 

1966-76, IDA-aided new industries’ share o f total manufacturing output increased from 

11% to 52%, and their share o f  employment from 9% to 42%; over the same period new

* Industrial  D evelopm ent A uthority , A n n u a l Repor' A pril-D ecem her 1974 R eview  I9 7 0 -I9 7 4 , section 4 p 6
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industry was also responsible for all the growlh in industrial output and employment, and

90% o f the growth in industrial e x p o r t s . F o r e i g n  industry’s contribution to this was

substantial. In the late 1950s, foreign firms created a quarter o f  new manufacturing jobs,

more than half in the first half o f  the 1960s, and at least 70-80% after 1965;'^' between
1221973 and 1980, their share o f total manufacturing employment rose from 27% to 34%.

By 1979 meanwhile foreign enterprise represented 70% o f manufactured exports, 

underlining the ‘significance o f  foreign industry given the primary role o f exporting 

companies in the country’s industrial development’.'^^ Indigenous manufacturing industry 

rose from only 158,241 to 163,483 between 1973 and 1980, while foreign firm 

employment rose from 59,051 to 80,430, net gains o f  3.3% compared with 36.2%, and an 

overall gain o f 12.2% (217,292 to 243,913).'^“* As NESC therefore remarked in 1977, ‘if 

private foreign investment is needed to provide the new jobs... required in Ireland and if  it 

is not permitted or... is discouraged, Irish people will still have to work with capital that is 

not owned by Irishmen- but they will be working with it outside Ireland rather than at 

home’.'̂ ^

The IDA likewise acknowledged foreign industry’s central role in alleviating the crises o f 

the inter-oil shock period. In 1975 it observed ‘plant and machinery now sited in the 

traditional and newly-established firms are not sufficient, even at full production to reduce 

unemployment to acceptable levels because o f the rate o f expansion o f  the national 

workforce. There is, therefore a growing need to accelerate the drive for new investment 

from both home and overseas sources’. L a t e r  in the 1970s its Managing Director 

Michael Killeen quantified the required contribution o f  foreign investment: ‘given the 

scale o f our job needs... any feasible industrial strategy for the next 5 years will have to
127rely on incoming foreign firms for close on half the new industrial jobs we need’.
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Com petition for mobile capital investment

I'he general fallout from the oil shock, however, created an environment in which Ireland’s 

flow  o f inward investment was challenged. With structural change in industry and 

generalisation o f  heightened unemployment, Ireland’s one time labour surplus advantage 

was ended, hi 1958-67 and 1973, Ireland’s average 4.7% and 6% unemployment compared 

w ith an EEC average of between 2.3% and 2.5%; by 1977 Ireland’s 9.6% unemployment 

contrasted with a 5.3%) EEC average.'^* There consequently emerged a more competitive 

climate for mobile capital investment, described by the IDA as ‘cutthroat’, a s  companies 

were pressurised or encouraged to keep investment potential at home or direct it 

elsewhere.

I'h is was reflected in Ireland’s leading market for inward investment, the United States
131which, encouraged by cultural ties accounted for 25 per cent o f 1960s investment, and
13226 per cent o f total Irish exports and 8%o o f the manufacturing workforce by 1973. In 

1961-77, o f a total o f 680 overseas manufacturing projects, and fixed asset investment 

commitment o f £571.5 million, 206 projects came from the US with total investment in 

fixed assets o f £270 m i l l i o n . B e t w e e n  1973 and 1981 meanwhile, employment in foreign 

owned manufacturing companies increased from 49.512 to 82,197; employment in US 

firms rose from 13,622 to 34,517, compared with a rise from 19,100 to 21,112 in British 

f i r m s . I n  the depressed year o f 1975 the US remained Ireland’s major source o f foreign 

i n v e s t m e n t , a n d  represented 75%> of overseas job approvals in 1976.'^^ In 1976/77 US 

investment rose 30.4% on the previous year, compared with a 10.2%o increase from the

128
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EEC as a whole and 9.3% from the rest o f the w o r l d . B y  the late 1970s, o f  the total 

investment since 1960 o f  $3,500m, US companies accounted for 49%, UK 11%, German 

9%, Dutch 8%, Canadian 6% and Japanese 4%.'^*

During the 1970s, however, the US established the Domestic International Sales 

Corporation (DISC), granting a lower company tax rate for domestically established export 

sales c o m p a n i e s , w h i l e  there was debate on the abolition o f the US tax deferral, initiated 

by the 1973 Tax Reform Bill; deferral permitted US subsidiaries’ overseas earnings to 

remain tax-free to repatriation, therefore encouraging, it was argued, the export o f  US 

capital at the expense o f domestic job  c r e a t i o n . T h e  Irish authorities always worked with 

bodies such as Ways and Means Committee o f the US Congress to ensure Ireland was 

recognised as having a clear transparent rate, and that US investment in Ireland actually 

stimulated domestic US employment, rather than ‘shipping... jobs out o f the United States’, 

by providing an efficient competitive base inside the EEC.''*' Ireland made representations 

to the US authorities, estimating abolition could cut Irish industrial growth by up to 40 per 

cent, and if it had to be introduced, that US subsidiaries operating in Ireland be excluded
r  ■ 142irom Its scope.

While the 1970s ended without its abolition, uncertainty on the deferral created difficulties 

for IDA promotional efforts in North America.'"'^ In the event o f  the success o f the trade 

reform bill, the IDA had planned to cover the shortfall by diverting promotional resources 

to the European, Japanese and Canadian m a r k e t s . T h e  deferral debate nevertheless 

indicated the new, more sensitive international environment in which Irish inward 

investment policy operated, reflected in growing antipathy to discriminatory trade 

practices. With further trade liberalisation, Ireland also faced competition from the newly
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industrialising Third W o r l d , a n d  looked cautiously at the prospective EEC accession of 

similarly underdeveloped economies such as Greece, Spain and Portugal.'"'^ This new 

environment was highlighted by Irish Government economic papers and Ministers;

Fianna Fail’s Gene Fitzgerald remarked with ‘unemployment rates at historically high 

levels, all industrialised countries are seeking industry... less developed countries with 

limited resources are forced to compete on unequal tenns’.'"**

Ireland's investment cost penalties

With the loss o f  its labour surplus advantage, and notwithstanding tariff-free EEC access, 

the Irish inward investment effort was further undermined by Ireland’s investment cost 

penalties, some o f which were traditional and some s e lf - in f l ic te d .T h e  core economies 

that increasingly sought investment had larger home markets, more central positions in 

relation to export markets, and better infrastructure.'''® This was in contrast to Ireland’s 

infrastructural deficiencies, such as transport availability and costs, communications, water 

supply and port delays, which governments o f the 1970s sought to address in the 

reorientation o f  public expenditure;'^' these were particular causes o f frustration to 1960s 

foreign investors,'”’̂  adding to the costs incurred in accessing markets relative to
1 ^ 3competitors. ' These deficiencies were o f major concern to the IDA. which complained o f 

a general shortage o f  serviced industry-suitable sites, particularly availability o f 

telecommunications in less developed regions, and water and sewerage facilities;'*’'* it also 

feared Ireland’s transportation system would ‘not keep pace with our industrialisation
, 155programme .
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Such deficiencies, NESC observed, acted as a ‘serious constraint on the growth o f existing 

firms and the attraction o f  new industrial projects to Ireland’, especially more skill

intensive or high-technology projects with specialist servicing and telecommunications 

needs; the IDA sought to attract these higher-value sectors from the 1970s, in contrast to 

straightforward assembly or production-only projects typical o f  earlier foreign 

in v e s tm e n t.A g re e in g  Irish road, telecommunications and hotel/restaurant standards 

were not up to those international investors were accustomed, Padraic White recalled the 

creativity o f IDA regional managers in countering this: they created an ‘oasis within 

Ireland’, bringing prospective investors on scenic or attractive itineraries to assess 

locations throughout Ireland, ‘based on people in industry and services who had high 

standards and were positive about Ireland’s potential for international industry’.

The emergence o f the Troubles in the 1970s meanwhile threatened Ireland’s reputation for 

political stability, helping slow industrial growth in the early 1970s.'^^ The IDA initially 

feared the impact o f widespread international publicity on overseas investment, and losses 

‘to other countries in Europe which seem to... offer better long term stability’; ' '’*̂ its direct 

approach programme to investors, however, appeared by 1973 to create a ‘greater 

perception abroad that the Northern Ireland disturbances had little adverse effect on... 

general economic activity in the Republic o f Ireland’. T h e  country was consciously 

branded the ‘Republic o f  Ireland’ to distinguish the two jurisdictions in the minds o f 

foreign investors,'^' while the economic implications o f  the Troubles influenced the hard- 

line Government stance on Republican terrorism in the 1970s.

Inflation and wage developm ents

Some o f the most serious cost penalties during the 1970s, however, w ere partly or wholly 

self-inflicted: those associated with Irish inflation, wage developments, and industrial

National Economic and Social Council, Policies fo r  Industrial Development- Conclusions and Recommendations. Stationei^' Orilce, 
Dublin, 1982, p 39; National Economic and Social Council, The Importance o f  Infrastructure to Industrial Development in Ireland. 
Stationer>'OfTice, Dublin, 1981, p .15 

White interview
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Committee on Industrial Progress- General Report, Stationei^' OtTice, Dublin, 1973, p .l3 ; I'hese fell away to 3 per cent in the 
immediate wake o f  Bloody Sunday- IN  A I'CO 87/172, 'Jo h n  Peck, Ambassador, British Embassy, Dublin, to  Alec Douglas Home MP, 
"Annual Review- 4"' .ianuary 1973” ; and OECD Economic Surveys- Ireland- March 1973. p.5 and p.54
159

Industrial Development Authority, Annual Report 1971/72. 1972, pp.7/8; White, Padraic. ’How the IDA operates', in MacSharry, 
Ray, Padraic A White and .loseph O ' Malley, The Making, o f  the Celtic Tiger: The Inside Stori- o f  Ireland's Boom Economy, Mercier 
Press, Dublin, 2000, p,235

Industrial Development Authority, Annual Report 1972/73, 1973, p.l I 
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1445 on Wednesday 5 September 1979”. p .l, and chapter 3
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unrest, clear in the investor scares o f  1970, 1975 and 1978/79. The destabilising im pact o f 

the Sterling link w as o f  course central to Ire land’s propensity for high inflation; with little 

scope for exchange rate alteration until EM S accession in 1979, to which foreign 

investm ent considerations were central, criticism s therefore centred on the non-agricultural 

incom e developm ents, which w ere in turn seen as key to a break w ith Sterling. Irish 

em ployers w arned in 1977, with increasing cost penalties, Ireland needed to offer 

‘com pensating inducem ents, such as higher profitability’.'^^ But while low w age levels 

were stressed in early prom otional activities, the rise in Irish labour costs began to have a 

m oderating im pact on flows o f  foreign investm ent, m ainly more labour-intensive projects 

in the early 1970s; this was only balanced by the rise in the average scale o f  projects 

attracted and EEC accession, w hich as the IDA rem arked ‘helped to offset... a deteriorating 

com petitive position and recent political uncertain ties’.' '̂^

A recurring them e o f  its annual reports from  the early 1970s ( ‘preaching about the evils o f 

inllation has becom e a standard feature o f  IDA reports’ it rem arked in 1972),'^'^ the 

Authority expressed concern about cost inflation’s serious effect on investm ent, and that 

only if  Ireland’s com petitive position was restored could it ‘even m aintain its share o f  

expanding investm ent’.'^^ The solution to low incom e levels, it stressed in 1971. was 

higher productivity and international com petitiveness. Foreign industrialists were 

described as reluctant to invest in Ireland unless returns on investm ent were at least 

com parable w ith rates obtainable elsew here; failure to im prove Irish cost trends would be 

paid for through ‘lost expansion opportunities, and many now  in em ploym ent will be 

forced out o f  w ork’.'^^

These warnings becam e acute follow ing the slow dow n in the world econom y, and 

em ergence o f  near hyper-inflation in the m id-1970s. During the pay pause efforts. Labour 

M inister Justin Keating inform ed ICTU alleviation o f  unem ploym ent rested on the 

continued inflow  o f  capital, but that Ireland’s relative rate o f  change was m ore rapid than 

elsewhere, im posing ‘im possible decisions on planners’; ‘There was ju st no answ er to the 

problem  if  we persisted with a h igher rate o f  w age increase or higher inflation than

NAI DT 2007/1 l6/438,“Hmployer-I.abour Conference Working Party- Hmployer Response lo ICTU Presentation o f 24 November
1977”, p.4 
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elsew here’. R ichie Ryan also highlighted ‘no shortage o f  labour in other countries’, 

increasing com petition  from  developing countries, and the resulting threat o f ‘m assive 

unem ploym ent’ and ‘rapidly shrinking’ State r e v e n u e s . T h e  IDA also term ed the 

period ’s inflation a ‘serious threat to Ireland’s industrial developm ent prospects 

threatening the ‘stability  o f  jo b s  in industries built up over m any years and... w hittling 

dow n our attractions to new  overseas firm s’.

Industrial unrest, 1977-79

The heightened industrial unrest o f  the later 1970s, w hich ironically foreign enterprise-led 

grow th m ay have partly  helped generate, also disincentivised investm ent through its high 

international visibility. Foreign enterprises them selves had an exem plary industrial 

relations record; 90%  o f  the 600 overseas firm s experienced no strikes betw een 1972 and 

1 9 7 7  171 stem m ed from ITGW U and W UI w orker representation, and

negotiation o f  exclusive pre-production agreem ents for union organisation,'^^ particularly
I T

in areas far from  traditional em ploym ent centres. Investor preference, o f  w hich ICTU 

w as notified, w as for unified representation rather than a m ultiplicity o f  u n i o n s . T h i s  led 

to the efforts to lim it the num ber o f  unions by prior determ ination, before w orkers were 

em ployed, w hich contributed to the Ferenka dispute; ICTU observed in 1965 how such 

efforts brought their ‘ow n fairly obvious d ifficulties’.

M ost disruptive, how ever, were the public sector strikes o f  1977-79. In 1977 the IDA 

feared their effect ‘on industrial investm ent from dom estic sources as well as overseas and 

consequently... the prospects o f  attaining our jo b  creation targets... Industrial relations are 

an im portant factor in the decision m aking process o f  potential overseas investors’.

NAI D T 2006/133 /466 , “N ational Pay A greem ent, 1 1"' M ay 1976” (m inutes o f  m eeting  betw een T ao iseach , M inister for F inance 
and tlie Pubhc Servicc, M inister for Labour, M inister for Foreign A ffairs and M inister for industry  and C om m erce  w ith representatives 
o f  the  Irish C ongress o f  T rade  U nions), p 3 
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M arch 1979", pp 37/38; O n 115A industrial relations policy  also  see R eport o f  the C om m ission  o f  Inquiry  on In d u str ia l Relations. 
Stationery O fficc, D ublin, 1981, p. 112; M errigan, M att, and Francis D evine, \S ocia lis t T rade U nionist: M att M errig an 's  Political 
Form ation ', 12 (1987), p.lOO

Irish C ongress o f  T rade  U nions. Twelfth A n nua l Report- 1970 Cork. p.232 and p .394 
174 .

Irish C ongress of Trade U nions, Fifth  A n nua l Report. 1963, p.96; Survey  o f  G ran t-a ided  Industry- S u n ’ey  Team  j  report. Stationery 
O ffice, Dublin, 1967, p .86

Irish C ongress o f  T rade U nions, Seven th  A nnua l Report. 1965, p. 161 (R eport o f  C onference on T rade U nion S tructure 28"', 29"' 
O ctober 1964)

Industrial D evelopm ent A uthority , A n nua l R eport 1977. p.4

306



During the 1978 telecommunications stoppage, some industrialists had to decamp to hotels
177in Ulster or Britain to keep in touch with clients, many losing foreign contracts; a widely 

circulated US business newsletter urged investor caution, alleging hardship for firms even 

without strikes,'^* while the Financial Times implied a ‘State o f anarchy’ in an article in

early 1978.'^^ By this time inquiries about industrial relations formed a major portion o f
180the questions put by potential mvestors to the Government and IDA.

To counter such publicity, the Authority placed advertisements in the Financial Times,

Wall Street Journal and its monthly US newsletter, containing favourable comment from a
I Q 1

prominent US industrialist on the advantages o f  locating in Ireland. It meanwhile

warned in 1978 adverse publicity raised ‘doubts in the mind o f  incoming industry about

our stability as an industrial base’, undoubtedly hitting negotiations for incoming industry.

Proposals were ‘slower in maturing’, and some overseas visits were deferred, some at the
182IDA ’S suggestion ‘until the business environment in Ireland improved’. Absence o f 

industrial harmony encouraged firms to ‘retrench and have a more apprehensive view o f 

the future with adverse consequences for jo b s’; customer confidence, particularly on export 

markets, would be ‘damaged, in some cases irretrievably. Without harmony, the growth o f
183foreign investment will fall o f f .

In an industrial plan published in 1979, the IDA also warned those in secure employment, 

particularly public sector workers, had a ‘serious responsibility to avoid actions which 

would undermine the job  prospects o f  those... unemployed and... future entrants to the 

labour force’.'*'* The 1981 Report o f the Commission on Industrial Relations summarised 

Ireland’s predicament: ‘combination o f high existing rates o f unemployment and a rapid 

growth in population... necessitate high levels o f  foreign investment if  we are to provide

“ Ireland attacks B ritish "d irty  tr ick s” . The G uardian. I" ,liily 1978, in NAI [)FA  2010 /19 /1220  
'™ “ Potential US investors w arned  o f  strike record  here". The Irish Times, ,lune 22 '“* 1978 
179
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181
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badly needed employment opportunities for an expanding workforce. Competition for such
18 Sinvestment is now intense. Such investors do not have to set up here’. '

British development agencies and 'dirty tricks ’

The more competitive environment, and Ireland’s increasing vulnerabilities, were reflected

in competition that emerged between the IDA and British development agencies from the
186early 1970s, especially for US investment. ESR was traditionally viewed as impacting

detrimentally on the UK economy, British manufacturers complaining about subsidised

imports from Ireland, and evidence the relief attracted investment that might otherwise

have located in the UK.'*^ In 1972, however, the British Industrial Development Executive

was established to allocate financial incentives for British regional investment, described
188by the IDA as close in their attractiveness to Ireland’s, while the 1972 Industry Act 

allowed the British authorities to top-up regional incentives with sectoral or other aids.'*^

In the later 1970s, such British financial incentives began attracting investors from Ireland, 

by means described as ‘completely out in so far as a small relatively impoverished country 

such as Ireland is concerned’. B r i t i s h  regional development agencies such as the North 

o f  England Development Corporation (NEDC), in competition with the IDA in North 

America, also sought to exploit uncertainty over ESR and heightened Irish industrial 

unrest, by spreading ‘black publicity’ amongst US industrialists; these agencies were 

generously grant-aided but independent o f central Government.''^' The subject o f  Irish 

ambassadorial and Ministerial representations to the British authorities,'^^ these activities 

were regarded by the ‘Invest in Britain’ bureau o f the British Department o f  Trade as 

‘clean fighting’, given Ireland’s programme o f ESR and other in c e n t iv e s .S u c h  tactics.

185
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recalled the ID A ’s Padraic W hite, reflected how  in attracting foreign investm ent there was 

‘so m uch at stake... the w inner takes a ll’.'̂ **

The 1978 Co-ordinalion and establishment o f the Second Interdepartmental Working Party 

The fallout from  the First Oil Shock therefore underlined the Irish econom y’s m ajor 

reliance on foreign enterprise, the continued w eakness o f  indigenous firms, and the more 

com petitive environm ent that now' existed in attracting foreign investm ent. It w as in this 

context, in which inward investm ent had to be substantially enhanced, that European 

C om m ission pressure on ESR w as renew ed and a replacem ent schem e had to be 

introduced. Despite heightened com petition , how ever, Ireland m aintained a high level o f  

inward investm ent into the late 1970s w ith the recovery in the w orld econom y; a record 

num ber o f  new overseas projects w ere approved in 1977,'‘̂ '’ and 30,221 jobs at full 

production (13,500 attributable to foreign firm s) in 1978.'‘̂  ̂ Renewal o f  pressure on ESR 

m eanw hile cam e in the context o f  a 1978 Co-ordination, which in fact prom ised some 

easing o f  com petition for Ireland.

The National Coalition had successfully lobbied for om ission o f  a reference to ESR in the 

draft 1975 Co-ordination, which called for its m odification in a m anner com patible with 

the Com m on Market.'^** Exploitation o f  this co-ordination by larger m em ber states, 

however, led to outbidding for investm ent, strongly objected to by the Com m ission, which 

determ ined to tighten the regulations.'*^'^ Irish officials accordingly hoped for the enforcing 

in the 1978 co-ordination o f  a clear distinction betw een w hat Central and peripheral 

regions could do, which at that tim e com peted on unrestricted term s, and greater scope and 

latitude for the latter’s developm ent authorities: ‘Provided our own vital interests are 

protected, a com prehensive co-ordination could help us substantiallv’ (official’s 

em phasis).
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In anticipation o f  the coming co-ordination negotiations, a further Interdepartmental 

working party was established in 1976 to formulate a viable ESR replacement. The 

intention was that the party would conclude its deliberations by September 1977, enabling 

the Government, by then Fianna Fail, to finalise its decision and better position Ireland for 

the co-ordination discussions. Indeed, the Irish authorities were under pressure from the 

Commission for some months in 1977 to give an indication o f their intentions, felt
9(11impossible given the party’s ongoing work. The Irish Government’s hand was forced, 

however, by further NEDC ‘dirty tricks’ in September 1977.

These involved the spreading o f a rumour in North American investor circles, based on

what was claimed to be internal Commission information. The rumour claimed ESR was

unacceptable to the Commission, admittedly informally and privately communicated to

Ireland in 1973, but never made public. It further implied a finding had been made against

ESR and that the Irish Government had agreed to its phasing out before 1990, casting
202doubt on the honouring o f existing commitments. These claims were contained m a 

letter sent to individual investors with whom the NEDC and IDA were dealing, which 

Ireland’s Department o f Foreign Affairs described as ‘craftily drafted’, seeking ‘to create 

the impression... export sales relief could be cut o ff before 1990 for foreign firms which 

establish in Ireland now’.

While strenuously denied by the Irish authorities,^^^ the smear was viewed as potentially 

damaging in light o f  the draft co-ordination then emerging. Aiming to extend to regional 

opaque aids such as ESR the measurement and control applied to regional 

transparent/measurable aids, the draft’s main proposal was to limit the total amount o f all 

regional aids given to any company to fixed c e i l i n g s . F o r  peripheral regions the 

Commission proposed a ceiling o f 100% NGE, including ESR. The actual relief benefit 

was to be read at the end o f each year, and added to grants already received; when the

NAI DT 2007/116 /260 , “ M em orandum  for the G overnm ent- Proposal to seek Interim  A rrangem ent C o n cern in g  E xport Sales R elief 
w ith Huropean C om m ission , 28"' O ctobcr 1977". pp 7/8
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100% ceiling was reached, ESR was to be terminated for firms. While proposing to 

exclude projects with fixed asset investment o f  less than £31.6m, most common in Ireland, 

the IDA interpreted this as diminishing ESR’s value, with it no longer an open-ended 

incentive, and therefore potentially impacting adversely on promoters o f  projects well 

below the suggested limit.

With an investment scare having followed the initial NEDC rumours, the Fianna Fail 

Government feared publication o f  the draft co-ordination would ‘corroborate the inaccurate 

and damaging press speculation that occurred... and... cause a new and more widespread
207investor scare’. In bilateral talks with the Commission, it unsuccessfully lobbied in light 

o f  the working party review for the dropping o f  ESR references in the context o f  the 100% 

ceiling.^®* Indications were that the Commission felt h had waited long enough, and in the 

absence o f firm Irish indications o f  intent, had to signify its resolve to deal with ESR in the 

context o f  the co-ordination a r ra n g e m e n ts .T h e  Minister for Industry, Commerce and 

Energy, Des O ’ Malley, was therefore authorised by Cabinet to negotiate a transitional 

arrangement with the Commission under which ESR, along with other Irish aids, would 

not be included under the 100% ceiling from January 1978.^'^

On this basis, and provided all ESR commitments were honoured in full, the Government

agreed to make appropriate changes in the relief within two years o f the new co-ordination 
2 1  1coming into effect. This received the relevant Comm issioner’s assent (Raymond Vouel, 

Competition), who indicated if  the Irish Government undertook to replace ESR and the 

Commission was shown a suitable replacement scheme in advance, unrelated to exports 

and, to avoid State-aid status, applied ‘across the board’, the Commission would grant a

reasonable transitional period during which the proposed Co-ordination would not apply to
212ESR. Vouel also issued a statement denying a Commission decision on ESR, and
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affirming that any decision would be taken only after consultation with the Irish 

authorities.^'^

The Working Party report, May 1978

Following this arrangement, the working party continued its deliberations, presenting its 

final report to Government in May 1978. Drawing up an alternative to ESR, it considered 

basic objectives to be EEC acceptability, minimising o f  Exchequer loss and administrative 

suitability. Central to the replacement scheme, however, was effectiveness in attracting 

international investment and importantly, given the criticisms o f ESR, encouraging 

domestic investment; Fianna Fail had committed itself in 1977 to tax and administrative 

arrangements ‘to ensure... Irish products did not suffer any unfair or unnecessary 

disadvantages in competing with imports’. I t  also aimed to promote exports while 

facilitating desirable trading operations within the State. In view o f the time constraint 

imposed by Commission pressure, the party proceeded on the basis the replacement

scheme would apply initially only to manufacturing industry, viewed in official and
• 21^  political circles as holding the ‘greatest possibilities for em ployment’. '

In the course o f its deliberations, the party examined nine options, and variations within 

those options:

• The existing system o f export sales relief and the possibility o f extending it 

beyond 1990 (Options I and 2)

• Variable tax relief based on licensing, expiring in 2000 (Option 3)

• Full tax relief on sales over a specific threshold (for new trades the threshold

would be nil) (Option 4a)

• Full tax relief on sales over a specific threshold conditional on employment 

created (Option 4b)

• Low rate o f tax on sales over a specific threshold (Option 4c)

• Full tax relief on sales over a specific threshold accompanied by a reduction (to

about 25%) in the ordinary rate o f corporation tax confined to manufacturing 

industry (Option 4d)

NAI [)I'A  2010/19 /1220 , “ R onan M urphy, C onsul G eneral. C onsulate  G eneral o l'lrc lan d , C hicago , to  T he  Secretary , D epartm ent o f  
Foreign A ffairs. 13 " 'O ctober 1977"

M artin O ' D onoghiie Papers- The Hcononiic Hniergency- The Fianna Fail P roposals Septem ber 1976, p. 14 

NAI I)T  2008/148/208, "R eport- Interdepartm ental W ork ing  Party on Export Sales Relief, A pril 1978” , pp .4 /5 ; NAI l ) 'f  
2008/148 /209  lixports, "M eniorandum  for the G overnm ent- Issues arising in connection  with the rep lacem en t schem e for export sales 
re l ie f  18"' D ecem ber 1978” , p 10

312



•  Low rate o f  corporation tax (about 10%) for m anufacturing industry generally 

for 15 years, term inating in 2000 (Option 5a)

•  Nil rate o f  corporation tax  for m anufacturing industry generally (O ption 5b)

•  Full tax re lief in respect o f  retained profits for 15 years, expiring in 2000 

(O ption 6)

•  Schem e o f  multiple depreciation allowances (O ption 7)

•  Increase in grant levels (O ption 8)

•  Direct subsidisation o f  labour costs (Option 9)^'^

These w ere quickly narrowed dow n by the w orking party to schem es involving tax relief, 

an indication o f  the greater official faith in a r e l ie f s  sim plicity and therefore effectiveness 

in attracting investm ent, and as an instrum ent for prom oting econom ic developm ent; strong 

prom oter involvem ent was view ed as m ore likely if  heavily involved in the initial 

investm ent, w ith a r e l ie f s  benefits only accruing if  profits w ere made.^'^ Increases in cash 

grants, labour subsidisation, and em ploym ent-conditional schem es, besides representing 

State aids in failing to apply across the board, were ruled out on grounds o f  cost, 

efficiency, and uncertainty o f  investor return;^'** em ploym ent w as particularly capable o f  

fluctuation due to factors outside com pany control (e.g. recession, rival products,
219technological change). The 1973/74 w orking party licensing schem e (option 3), also a

State aid in discrim inating betw een different com panies in its variable relief, or

w ithholding o f  a licence,^^^ w as sim ilarly m ore com plex in benefit-evaluation than E S R ’s

autom atic entitlem ent: ‘advertised and prom oted overseas in a sim ple and clear w ay’. The

tim e lag involved in project evaluation by the Irish authorities, having regard to statutory

criteria, was also a ‘severe handicap given com petition from  other countries for 
221investm ent’.

Schem es involving tax re lie f  on sales over a specific threshold, less an export elem ent, 

were also recognised as likely State aids, by discrim inating betw een new  and existing 

industries; established industries m ight already have reached their m axim um  sales level,

NAI DT 2008/148 /208 , ' ‘M em orandum  for the G overnm ent- Replacem ent o f  the Schem e o f  Kxport Sales R elief by an A lternative 
Incentive Schem e, 3 '“' M ay 1978” . p. 13

NAI DT 2008/148/208, “ R eport- In terdepartm ental W orking Party on Kxport Sales R elief- A pril 1978” , pp 87/88

Ibid, p.64 and p.66

^^®lbid, pp .71/2
220 S TIbid, p .53 

Ibid, p..‘il
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leading to unfair competition. Two such schemes were in the final four, however, 

reflecting a preference for a conditional relief as a spur to expansion. The preferred options 

were: Full tax relief on sales over a specific threshold (4a); Full tax relief on sales over a 

specific threshold, with a reduction in the ordinary rate o f  corporation tax for 

manufacturing industry (4d); a low rate o f  corporation tax for manufacturing industry (5a); 

and a nil rate o f  corporation tax for manufacturing industry (5b).

Corporation tax predominated in these final options. Besides easing the tax burden on 

manufacturing firms selling on the domestic market, ordinarily liable to a 45% rate, the 

focus on company taxation was deliberate according to the ID A ’s Padraic White, a 

member o f  the working party. Besides removing an export element, lack o f  EEC 

agreement on company tax harmonisation, and its requirement o f  unanimity o f  approval by 

member states, was chosen to find a way through the Treaty o f  Rome to secure near if  not 

total tax exemption without falling foul o f  the Commission.^^^ In keeping with EMU, 

freedom o f  capital movements, and neutrality o f  competition within the EEC,^ '̂* work on a 

draft company tax harmonisation directive began in the m id-1970s, providing for a single 

‘normal’ rate o f  45-55%.^^*' Progress on the directive was slow , however, while the lack o f  

uniformity in EEC rates, varying between 36-56% in the other eight member states, was

interpreted by Irish officials as evidence a divergent rate would not be objected to by the
226Commission. The draft directive also empowered a member state to apply a different 

rate or exemption permanently or for a limited period for ‘well defined reasons o f
227economic, regional or social policy’. Being a matter o f  standard corporate tax. White

NAI I)T 2008/148/208, “Memorandum lor the Government- Replacement o f  the Scheme of Export Sales Relief by an Alternative 
Incentive Scheme, 3''’ May 1978”, p. 14

White, Padraic, 'I low the IDA operates', in MacSharry, Ray, Padraic A White and Joseph O' Malley, T/ie Making o f  the Celtic 
Tiger: The Inside Story o f  Ireland's Boom Economy. Mereier Press, Dublin, 2000, p 249 
224

NAI DFA 2009/103/173, "Proposal for a Directive o f  the Council concerning the harmonisation ol systems o f  company taxation and 
o f  withholding taxes on dividends (submitted by the Commission to the Council)”

NAI D 'f 2008/148/208, “Report- Interdepartmental Working Party on Export Sales Relief, April 1978”, p.3 1

NAI DT 2008/148/208, “Report- Interdepartmental Working Party on Export Sales Relief- April 1978”, p. 12; NAI DT
2009/135/176, “Visit to Ireland 23 ,lanuary 1979- Background Brief- Irish Corporation Tax- Replacement Scheme- Talking Points” ;
In 1975 Belgium had a rate of42yo; Denmark a rate o f  36%; Germany 51% on non-distributed profits, and 15% (nominal) and 23.44% 
on distributed profits; France 50%; Ireland had a Company Profits tax o f  23% and income tax o f  35%. but this was replaced by a single 
corporation lax- about 50%, in 1976; Italy 25% (35% for the years 1974 and 1975); l.uxembourg 40%  (for incomes o f  1,312,000 francs 
and above); Netherlands 48%; and United Kingdom 52%- NAI DI'A 2009/103/173 European Communities Corporation Tax 1972-79, 
“Proposal for a Directive o f  the Council concerning the harmonisation o f  systems o f  company taxation and o f  withholding taxes on 
dividends (submitted by the Commission to the Council)” , p.6

NAI D 'f 2008/148/208, “Report- Interdepartmental W orking Party on Export Sales Relief. April 1978”, p.30; NAI DFA
2009/103/173, “Proposals for a Directive o f the Council concerning the harmonisation o f  systems o f  company taxation and of
withholding taxes on dividends”, p.6
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recalled, the Irish authorities considered such proposals outside the C om m ission’s 

m andate.

Introduction o f  the Low Corporation Tax regim e

This corporate tax focus was reflected in the dism issal o f  option 4a, full re lief on sales over 

a specific threshold , deem ed effective in prom oting new investm ent, but a potential State
229aid in d iscrim inating betw een new  and existing com panies. The nil rate o f  corporation 

tax (5b) m eanw hile w as seen to prom ote investm ent, avoiding discrim ination and State-aid 

status; it was felt the IDA could m arket it as a total tax holiday for all sales, a ‘powerful 

selling po in t’, w hile providing a m ajor incentive to investm ent by new companies.^^^

Views on the low rate o f  corporation tax option (5a), m eanw hile, pointed to an official 

preference for full tax re lief in any replacem ent schem e, a reflection o f  the more 

com petitive investm ent clim ate that had em erged.

A cknow ledged as entailing one o f  the lowest m anufacturing profits tax rates in Europe, 

itse lf a ‘form idable incentive for new overseas investm ent’, the schem e’s requirem ent o f  

som e tax liability m eant it was regarded as less attractive than HSR, at a tim e when the 

IDA was seeking ‘a substantially higher volum e o f  foreign investm ent in a more 

com petitive international environm ent w ith a tax incentive not as attractive as that used 

over the past 20 years’. This it was felt w ould ‘likely... reduce the effectiveness o f  the 

prom otion program m e’, w hile also requiring m odification o f  Ireland’s image as a tax-free 

industrial location to one with a tax charge, ‘although a low one’; at the ‘very least, the 

established view  o f  Ireland as a location would be disim proved as it would no longer be a
23  Itax free location’. In sum m ary, the option was considered a ‘less effective replacem ent 

schem e’.

The W orking Party, and ultim ately Des O ’ M alley at Cabinet in M ay 1978, finally 

recom m ended option 4d, full tax relief on sales over a particular threshold, accom panied
233by a reduction in the ordinary  corporation tax rate for m anufacturing industry.

228
W h ite  in te rv ie w
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Reflecting the official preference for a more conditional relief, the option was viewed as 

offering the ‘possibility o f meeting the requirements o f a replacement scheme on the 

assumption... the EEC Commission will not regard it as a State aid’, which could only be 

determined in direct discussions.^^"* The danger o f EEC opposition was acknowledged, 

given its potential discrimination between new and existing companies, but lessened by the 

corporation tax reduction; the party nevertheless maintained the new rate could be varied 

from time to time to take account o f changing c irc u m sta n c e s .C o m p a re d  to the other 

main option, the nil corporation tax rate, the sales threshold option was preferred as its 

relation to a specific criterion, such as increases in sales, was more o f  a stimulus to 

expansion than a total unconditional tax relief

The final scheme was announced by O ’ Malley in December 1978, after consultation with 

the Commission. This scheme, however, was neither o f  the two preferred options, but the 

‘less effective replacement scheme’: the special temporary low rate o f Corporation tax for 

manufacturing industry. A 10% rate, this was effective from January 1981 and guaranteed 

to December 2000; sectors other than manufacturing were still liable for the ordinary 45%
237rate. Available archival material sheds little light on the period between O ’ M alley’s 

Cabinet recommendation and his December announcement. Several reasons, however, 

may be surmised for the alternative choice, largely confirmed by central players in the 

process, and which reflected international constraints within which Ireland had to operate.

Firstly, Cabinet was advised if  the Commission considered the preferred option a State aid, 

as was possible, that ruled out its adoption; while the decision could be appealed to the 

EEC Court o f Justice, this was a lengthy process for which there might not be much hope 

o f  a successful outcome. Fianna Fail Minister Martin O ’ Donoghue recalled his support 

for the 10% scheme. In Cabinet he disagreed it was a less effective option, not wanting a 

scheme changed by the Commission; smooth transition to a new incentive might have been

234
NAI DT 2008/148 /208 , “ R eport- Interdepartm ental W ork ing  Party on Export Sales R elief- A pril I9 7 8 ’\  p.97 
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detailed  request was subm itted  to the D epartm ent o f  .lobs, lin te rp rise  and Innovation , m odern-day successo r to Industry. C om m erce and 
Hnergy (2012) to access relevant files, but this request received no  response.

NAI DT 2008 /148 /208 , "M em orandum  for the (iovernm cn t- R eplacem ent o f  the Schem e o f  [;xport Sales R elie f by an A lternative 
Incentive Schem e, 3 '“* M ay 1978” . p.23

316



compromised, with uncertainty hitting investor c o n f id e n c e .h id e e d , when other EEC 

member states protested the final scheme on tax harmonisation grounds,^'’ ' the 

Commission, which was privately lu k e w a rm ,m a in ta in e d  the propriety o f derogation for 

‘well-defined reasons o f economic, regional or social policy’; this was in keeping with the 

draft harmonisation directive.

Non-implementation o f the nil corporation tax rate meanwhile suggested the full relief 

element o f the preferred schemes was central to their non-introduction. The W orking Party 

acknowledged how the options were regarded by other countries was crucial in 

determining their success. With the newly competitive environment for investment, a 

climate o f international opinion developed opposing maintenance o f ‘matching credit’, 

granted under double-taxation agreements, for tax relieved in Ireland;^^^ this was clear in 

the US tax deferral debate. Ireland’s changeover to an imputation system o f corporation tax 

in 1976 meanwhile necessitated renegotiation o f all Irish double taxation agreements, held 

with many Western countries.^'*''’

Accordingly, it was ‘necessary to maintain the good will o f the countries from which 

Ireland attracted investm ent’.̂ '*̂  with care needed to avoid changes in tax legislation 

arrangements detrimental to Ireland, by avoiding ‘as far as possible... any resemblance to a 

‘tax haven’... a State where the profits earned by the companies or individuals are entirely 

free o f tax and where the tax climate is conducive to the use o f the tax-evasion devices’. 

This risk was felt by the working party to apply to any full relief scheme, and was ‘present,
24Sthough reduced, with a scheme involving a low rate o f tax’. ' Hence, while the working

O ' D onoghue interview s
241
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party felt the nil-rate scheme, which might be objected to through action on ‘matching 

credit’, had ‘attractions which may make it worthwhile taking a risk on international 

acceptability’,̂ "*̂  the low corporation tax option was recognised as having less likelihood 

o f adverse international repercussions.^’’*’

Given the context o f  the late 1970s, it is interesting to note the new scheme was also
^ c 1

considered in light o f  tax equity and trade union sentiment; ' ESR was one o f the 

elements that contributed to the narrow tax base o f the 1960s. In contrast to trade 

unionism ’s views on domestic enterprise, this was against a backdrop o f longstanding 

ICTU support for inward investment and its employment b e n e f i t s . I C T U ’s forerunner, 

the Provisional United Trade Union Organisation (PUTUO), welcomed ESR at its 

introduction, suggesting extension o f its initial 5-year d u r a t i o n , w h i l e  in 1963 Congress 

called the inducement to export expansion ‘among the most important policy instruments 

designed to raise the rate o f growth’;̂ '̂ '' in the late 1970s it also expressed concern at the 

suggestion o f EEC action on Ireland’s industrial i n c e n t i v e s . E S R ,  however, was cited in 

the PAYE campaign in 1979, specifically in DCTU literature.

In its Cabinet memorandum on the replacement scheme. Industry and Commerce 

acknowledged the low share o f tax borne by companies, mainly owing to ESR. and how a 

corporation tax reduction raised the ‘issue o f the balance o f  taxation as between individuals 

and companies... and... between different sections o f the population’. Any company tax 

move, it suggested, should be part o f a wider move, perhaps on marginal tax rates
S7generally;^' Cabinet was informed trade union resistance would likely be most marked

9 SRwith a nil Corporation tax rate, but less with a 10% rate. ‘ O f the eventual scheme, ICTU 

expressed itself not opposed in principle, recognising the ‘importance from the 

employment point o f  view o f expanding the manufacturing sector, which must remain the

249
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primary generator o f new jobs in the econom y’. It advised, however, examination o f other 

reliefs or allowances granted in the context o f a traditionally higher tax rate, employed to 

ease the burden.

Conclusion

In spite o f  the working party's doubts, the low corporation tax regime became a 

cornerstone o f Ireland’s foreign investment boom from the 1980s;^^*’ Padraic White 

remarked ‘no other country could match it in their ability to make such a forward 

commitment on corporate tax’.^ '̂ It also eased the burden on domestic industry, and 

through removal o f ESR’s export bias, made inter-linkages between domestic and foreign 

firms more attractive. Operative from 1981, however, this o f  course came too late for the 

crises o f the inter-oil shock period. This later success, however, together with the 

maintenance o f high inward investment in the years immediately following the new 

schem e’s announcement,^^^ suggests policy makers succeeded in replacing ESR. and with 

a more balanced incentive; this would have provided some hope o f aiding economic 

recovery in the absence o f the Second Oil Shock.

The ESR debate, however, was important in demonstrating the extent o f the Irish 

econom y’s reliance on foreign enterprise in driving economic and employment growth in 

the wake o f the Oil Shock, and the vulnerabilities this gave rise to. Faced by more intense 

international competition, the Irish inward investment effort lost its traditional labour 

surplus advantage, was impacted by the Northern Troubles’ threat to political stability, and 

incurred largely self-infiicted wounds in inflation and industrial unrest, all o f which 

enhanced the concerns o f Irish policy makers in any change to Ireland’s existing inward 

investment approach. That the transition to a new, seemingly less attractive scheme was so 

seamless, however, despite these countless challenges, appears testament to the appeal o f 

Ireland’s EEC accession, and it can be surmised, the professionalism and reputation built 

by the IDA promotional effort over the previous two decades.
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Chapter 8- Domestic Enterprise and the Economic Crisis, 1973-79

The extent o f  the Irish econom y’s reUance on inward investment during the inter-oil shock 

period raised questions about the domestic contribution to economic recovery, and by 

impHcation the traditional weakness o f domestic enterprise, which foreign investm ent’s 

attraction was intended to address. Besides issues about the strategic wisdom and 

reliability o f  extensive dependence on foreign industry, the continued weakness o f 

domestic enterprise impinged on the maximisation o f  economic growth, important in the 

context o f the economic crises that emerged in 1975. The inter-oil shock period therefore 

saw the examination and formulation o f various policy initiatives or approaches tasked 

with enhancing the self-sustaining basis for innovation and growth within the Irish 

economy, and therefore the domestic contribution to economic recovery.

Domestic enterprise, the unemployment crisis, and industrial policy 

The weakness o f domestic enterprise during the 1960s and 1970s was apparent in the 

industrial and particularly export-led sector. Importantly, growing concerns with its 

weakness coincided with fundamental changes in the world economy, which served to 

intensify Ireland’s employment challenge, and in many respects enhance dependence on 

foreign enterprise as a driver o f economic growth. The First Oil Shock accelerated a shift 

away from labour intensive industries and services, as increases in oil and other 

commodity prices encouraged rationalisation and structural change towards more capital 

intensive modes o f production.' This was at a time when ongoing technological advances, 

such as the development o f microelectronics, were leading to greater automation o f 

production, office and banking work, and other retail and service areas; these tipped the 

balance against employment expansion in favour o f cheaper technology.

These areas had helped absorb the increased outflow from post-primary education after 

1967,^ as had public sector recruitment, now discouraged by the crisis in the public 

finances; public sector employment increases had themselves helped maintain employment
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levels in the early 1970s.'* in Ireland this shift was meanwhile clear in the 1976-77 

recovery, and the lesser response o f  employment to investment or manufacturing output 

increases.'*’ This was a continuous process throughout the 1960s and 1970s. I'he high 

investment o f  1960-73, for example, which averaged 19.5% o f GNP, saw employment 

increase only from 1.052m to 1.066m; employment meanwhile declined as investment rose 

to 25% o f GNP in 1974-77.^ This declining yield continued into the 1980s; whereas in 

1960-73, there was growth in Irish output (6.5%>), employment (2.3%) and productivity 

(4%), this declined to 5.1%, 0.8%) and 4% respectively in 1973-79; in 1979-86, 

employment in fact contracted by 2.7%>, while output grew 4.1% and productivity 7%.^

Phis trend caused concern in the context o f the unemployment crisis, hi this respect the 

capital bias in the Irish industrial incentive programme, tasked with addressing low 

productivity, was increasingly highlighted during the 1970s. In a much publicised 1975 

journal article Walsh and Geary showed how the ratio o f  labour to capital costs rose 

steeply over 1953-69; the availability o f grants and allowances increased the tendency to 

capital intensity and therefore labour displacement, over and above that which would exist
o

in a free market. These concerns even reached Cabinet: Richie Ryan submitted in 1976 

that ‘in view o f the scarcity of capital... and prospect o f relatively plentiful labour 

resources, the emphasis in our industrial support system and industrialisation programme 

towards capital intensive projects must come into question’.*̂

Trade unionists also expressed concern at investment’s lower employment yield; a delegate 

to ICTU’s 1980 annual conference asked ‘do we realise... babies born today, instead o f 

being handed birth certificates, could be handed unemployment cards?’"’ Despite an initial 

trade union welcome for enhanced productivity, this increased ICTU suspicions o f private 

enterprise and wage moderation; in the context o f record economic and export growth in
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the later 1970s, Ruaidhri Roberts explained ‘so long as it does not mean a growth in jobs it 

means... we... are improving the lot o f  the few with little concern for the welfare o f  the 

many’."  ICTU for its part supported restructuring business taxation and industrial grants 

schemes to encourage the use o f  labour,'^ and selective withdrawal o f aid or relief from
1 3private capital investment, where it did not contribute to employment. ' An ITGWU 

official summarised the union attitude in 1972, when he remarked workers should ‘no 

longer be expected to underwrite capital intensive diversification in industry at the expense 

o f jo b s’; he demanded greater worker say in company investment policies, ‘even if  this 

means a slower rate o f  industrial growth’.'"'

With the onset o f free trade, however, and increasing exposure to international 

competition, this shift was regarded by policy makers as for the most part unavoidable. 

Ireland’s lower productivity meant rationalisation and reorganisation accompanied the 

abolition o f  tariffs throughout the 1960s and early 1970s.' '̂  This saw a shake-out o f  labour 

in the early 1970s, especially in traditional labour-intensive industries such as textiles, 

clothing and footwear, sectors vulnerable to cost inflation, changes in technology, and 

import com petition.’̂  The First Oil Shock meanwhile led to further redundancies, and a 

‘cold shower’ effect, as the keenness o f  international competition increased; this enforced 

rapid rationalisation by firms which in normal circumstances would have adjusted more 

gradually.'^

In this context, excessive wage developments were seen as encouraging capital substitution
18I.e. ‘defensive capital investment’. In 1971 the IDA warned without a closer relationship

Irish Congress o f  Trade Unions, Nineleenlh Annual Report- 1977 Limerick. p.391
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between income and real output increases there was danger o f a pattern developing in 

which wage-cost inflation restricted industrial expansion, making productivity growth 

impossible by accelerating unit-cost inllation. The vicious circle could only be broken by 

labour-displacing investment, a solution it did not think ‘we should force on ourselves in a 

situation o f under-employment... in any case the capacity o f industrial companies to 

finance restructuring... of this kind is being squeezed by cost inflation and high taxation’.'^

That rising labour costs were a bar to employment creation and maintenance was echoed
')0by the Economic and Social Research Institute (ESRI) and Central Bank; the latter 

remarked whether they gave rise to Toss o f  competitiveness, reduced profitability or...
9  1substitution o f capital for labour, the result is always and inevitably the same’.

Wage trends notwithstanding, however, the IDA explained ‘competitive production 

processes’ were ultimately necessary in free trade conditions; with international 

productivity growth this required establishment and modernisation o f industries which 

would produce goods competitively: Ireland ‘as a small developing and exceptionally open 

economy cannot escape the impact o f these worldwide forces’. I n  1974 it referred to the 

influence on redundancies o f continued pressures from new technologies, patterns o f 

market demand, and greater import penetration. While rationalisation and investment could 

reduce employment in the short-term, it was essential ‘if the employment o f the vast 

majority o f workers is to be secure for the future, and a sound basis created for 

expansion’. W i t h  increasing competition for foreign investment after 1973, the Authority 

in any case highlighted how it was ‘not in a position to influence other than marginally the 

proportion o f labour and capital in any project, no matter what form o f incentive it 

offers’.̂ *'

These views were echoed in the public service. One official rejected investment’s claimed 

job-displacing effects as ‘m isleading’; while its immediate impact might have been to 

reduce employment, without it ‘there will be no em ploym ent’. With less capital investment

19
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in Ireland per worker than almost any competitor economy, ‘to say we should discourage 

this form o f investment is... worthy o f  the Luddites at their w orst’.A n o th e r  briefing 

stressed investment and high productivity’s importance to competitiveness, output and 

ultimately employment: Ireland was ‘constrained by what other countries do. Our 

industries must compete at home and abroad, and so the choice o f  technology may not be
97determined in Ireland’. With investment reducing unit costs, and increasing incomes,

domestic demand and hence a growing home market for manufacturing, officials

maintained increased employment resulting from investment ‘in turn channelled incomes
28back to employees and was in their interest’.

Ireland’s aspiration towards ‘high income economy’ status, clear in the level o f  wage 

demands, further necessitated this shift towards capital intensity and away from traditional 

labour-intensive and lower-output industry. With EEC accession Ireland experienced
29further liberalisation o f trade, including with developing and Third World economies. 

Ireland’s traditional ‘wage sensitive’ industries consequently encountered competition 

from Newly Industrialising Countries (NICs) such as Brazil, South Korea and Taiwan, 

which used up-to-date technologies procured from multinational firms, and with whose 

wage costs Ireland could not hope to compete;^® trying to, NESC explained, did ‘not 

contribute towards... the provision o f increased and sustainable employment at growing 

income levels’. '̂

This was part o f a wider trend in which there was a collapse in demand for unskilled labour 

in the developed world. With low quality employment easily replaceable, the IDA 

promotional campaign therefore began concentrating from the 1970s on high growth and 

high-benefit ‘complex factor cost’ businesses, and products with high added-value based
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on good quality, design, and professional m arketing. This approach aim ed to capitalise on 

Ireland’s defensible advantages over N ICs such as higher education and skills levels, and 

developed business and institutional infrastructure; labour costs, while not unim portant, 

were not central to competitiveness.^^ To lessen concerns about this trend, 1970s 

G overnm ents sought to promote dow nstream  or sp in -o ff industries, through inter-linkages 

betw een dom estic and foreign firm s, facilitated by the rem oval o f  E S R ’s export bias.^"^

In keeping with this, the IDA also created a new  approach, appraising the full benefits o f  

projects to the econom y i.e. their total econom ic im pact rather than sim ple direct job  

content.^*’ It explained its interest in  capital in tensive industry as ow ing to its greater 

stability in em ploym ent patterns com pared to o ther industries, and how they frequently 

provided a basis for further a c t i v i t y . T h i s  w as an im portant elem ent in the A uthority’s 

criteria for new industry grants: high growth rate o f  product internationally, long-term  

stability, high added-value, high content o f  skilled m ale labour in total em ploym ent, and 

good potential for exporting. Failing this, it also highlighted low capital intensity, with 

good potential for linkage or sp in -o ff benefits.

Foreign enterprise and the eclipsing of dom estic industry

The capital intensive shift therefore intensified the unem ploym ent crisis. The shift, on the 

other hand, was also view ed as vital to hopes o f  resolving Ire land’s unem ploym ent 

difficulties. In 1977 Central Bank G overnor C harles M urray rem arked the econom y ‘would 

need to grow  very rapidly... each and every year if  there was to be any real chance o f
•5 0

attaining... full em ploym ent in the e ighties’; the C oalition agreed, arguing to sustain this 

high growth depended on developing production w ith a greater technological bias i.e. 

capital intensive industries.^*^ The inter-oil shock period illustrated, however, how  the Irish 

econom y was largely reliant on the dynam ic foreign investm ent sector for such m ainly
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export-led growth; 1969’s Third Programme argued that without increased inward 

investment, the pace o f  Irish development and industrial employment growth would be 

reduced."**^

In contrast, domestic enterprise’s fragility during the 1970s was clear. Large indigenous 

industries tended to be sheltered from foreign competition, due to factors such as transport 

costs (e.g. cement) or access to local raw materials (food processing),"" while high skilled, 

high technology firms were rare. Indigenous exports were also small and limited in 

geographic scope, while minimal sub-supply relationships existed with foreign industry;"*^ 

this was attributed to inefficiencies and unreliability o f  product, which encouraged 

recourse to foreign suppliers."^^ This lack o f a strong industrial ethos was reflected in an 

early 1980s Coras Trachtala survey, which found British attitudes towards Irish products 

and services coloured by ‘clear evidence o f belief in the stereotype o f the Irish (including 

Irish businessmen) as... relaxed, easy-going, lackadaisical, and by the same token 

inefficient and unreliable in business’. There was more confidence in goods produced 

‘under licence’ in Ireland; respondents maintained a ‘long-term and deep historical image 

o f Ireland as a small backward, rural country’, with ‘virtually no conception o f Ireland as a 

possible source o f industrial products’.'̂ ''

The findings were almost identical to those o f two earlier surveys o f 1963 and 1970, 

despite changes in the Irish economy.'*^ This weakness was reflected in increasing foreign 

control o f  the Irish industrial base, which emerged as a concern in Irish policy circles in the 

1970s. This was an anxiety shared by several countries at that time;'*^ in the late 1960s 

economies with high levels o f foreign industrial ownership included Canada (58.1%),

40
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Belgium (33%), Australia ^27.3%), and Germany (21.3%).'*^ In Ireland, the volume of 

employment in older industries, substantially controlled by Irish interests was declining, 

w hile employment in gran:-aided industries rapidly rose. Industry and Commerce 

calculated in 1972 that it might not be long before 50% of Ireland’s industrial capital 

framework was owned by foreigners.'’** This in turn was seen to impact on the prospects for 

maximising economic gro vth, especially in the wake o f the First Oil Shock.

W hile officials and policy makers were conscious o f their benefits, foreign enterprises 

w ere meanwhile increasingly seen during the 1970s and early 1980s as failing to maximise 

Irish growth opportunities. Many firms were mainly subsidiaries or production units, rather 

than ‘stand alone operations’, selling output to parent companies elsewhere in the world, 

but with little promise o f e v o lu tio n .T h is  was encouraged by Ireland’s peripherality, with 

marketing and research and development frequently carried out close to main markets. 

Foreign control was also held to result in restrictions on subsidiary production and 

employment levels, and research and facilities, the basis of industrial innovation and 

expansion, and contraction in periods o f economic stagnation to protect head office 

interests.*'*

Increasing competition for inward investment meanwhile raised questions as to whether 

foreign enterprise could even be relied upon on the same scale as previously, particularly 

since the life-cycle o f foreign firms, with employment rising initially and then tapering off 

once full capacity was reached, suggesting an increasing fiow o f new enterprises was 

required to maintain overall e x p a n s io n .H ig h  profile and sudden closures o f foreign firms 

like Potez Aerospace in 1969, highlighted for ICTU the danger in heavily relying on 

foreign investment, permitting growth o f an industrial structure subject to decisions on
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comparable profitability ‘and in no way linked with industrial development or employment 

policy in this country’.’’̂  With the failings of domestic enterprise, this was partly ICTU 's 

motivation for a State Development Corporation; Congress argued excessive external 

control yielded ‘too many Irish hostages to foreign fortune’.

The ESRI outlined the implications o f Ireland’s reliance on foreign investment in relation 

to the development o f  indigenous enterprise, arguing a ‘conglomeration o f plants directed 

and managed from abroad and established primarily to meet foreign needs, does not in 

practice knit easily into a co-operative reinforcing Irish business capable o f  generating its 

own departures’.̂  ̂ Similar sentiments were expressed by the Telesis Report on Irish 

industrial policy, published in 1982, but commissioned by NESC in the late 1970s as part 

o f a review o f existing industrial policy. Telesis argued the strengthening o f domestic 

enterprise was basic to the Irish econom y’s long-term viability: ‘no country has succeeded 

in developing high levels o f industrial income without developing a strong indigenous 

sector’. Successful internationally-traded indigenous firms were more likely to embody 

functions that would provide ‘the basis for self-sustained employment at rising levels o f 

incomes’. Through greater commitment to the country or less opportunity to transfer 

functions overseas, these firms were also more likely to have self-sustaining Irish-based 

operations, better integrated into the economy.'*’̂

Labour and the strengthening o f  domestic enterprise

It was against this backdrop o f growing concern about the weakness and potential eclipsing 

o f domestic industry that a debate emerged about prevailing industrial policy’s 

effectiveness in helping establish a strong indigenous sector, and therefore maximising 

growth in the wake o f  the First Oil Shock; this debate was largely provoked by the Labour 

Party during its time in the National Coalition, and was further reflection o f  the party’s 

social democratic thinking on the effectiveness o f State interventionism. Recognising the 

vital contribution o f  foreign enterprise to Irish economic development,^’ Labour had what
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party strategist William Scally described as a ‘philosophical concern about footloose 

foreign industries’.' In the interests o f stability the party believed in a stronger, 

domestically controlled industrial base, pointing to the considerable economic power 

wielded by Multi-national corporations, which could ‘retard our economic development by 

placing key decision points outside our control and diminish the penetration o f  advanced 

systems o f technology in our industry’.'̂ ^

Labour also feared the social and political consequences o f substantial foreign control o f 

the Irish industrial framework. Justin Keating, the Coalition’s Minister for Industry and 

Commerce, pointed in 1976 to eventual unfavourable social and political reactions to such 

control, recognising that for many it probably did not matter whether they worked for an 

Irish-controlled or foreign enterprise; he believed, however, ‘we would... be failing in our 

duties as public representatives if  we did not take cognisance o f  these trends and endeavour 

to deal with them now rather than passing them on... for another generation to grapple 

w ith ’.̂ *̂

Acknowledging Ireland’s lack o f an industrial tradition. Labour largely attributed domestic 

enterprise’s continuing weakness to the prevailing economic and industrial policies o f the 

1960s and 1970s: the laissez faire approach o f indicative planning or programming, and 

reliance on private enterprise. The Second Programme for Economic Expansion described 

programming as setting targets without necessarily specifying the means for attaining 

them; combining State help and guidance for private enterprise, in the form o f capital 

investment and re-equipment grants, liberal tax regimes, and State bodies and advisory 

agencies;^’' and direct State action to ensure full use o f productive c a p a c ity .L a b o u r  

acknowledged the benefits o f  these policies, such as high growth to 1973 and employment

58 .
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and export in c re a s e s .I t  pointed, however, to their failure in alleviating Ireland’s 

structural unemployment problem, even in the 1960s.^'*

Programming, a 1973 Labour strategy document argued, had ‘at best only just contained 

the problems (as in employment) and at most aggravated them (as in income and wealth 

distribution)’.̂ '̂  The private enterprise approach, the party’s Brendan Halligan remarked, 

was exhausted, insufficient and expensive, even in boom conditions, while leading to a 

growing dependence on foreign controlled c o m p a n ie s .T h e  laissez faire approach o f 

existing industrial policy, which had generated an inadequate response from domestic 

enterprise, had involved little more in terms o f  sectoral reconstruction than discretionary

guidelines for grant-aid.^^ Its shortcomings were acknowledged officially in the inter-oil
68shock period, when expenditure on Irish industrial policy doubled to £2 billion (1980). In 

the late 1970s Industry and Commerce noted o f  manufacturing industry how, despite a 

substantial range o f aids, ‘all we have achieved at a tremendous cost is holding 

employment at about 200,000’.̂ ^

In place o f  laissez-faire policies, and in keeping with its social democratic thinking. Labour 

instead supported a more interventionist economic approach. Labour favoured use o f the 

public sector as a ‘more active instrument o f government social and economic policy’, 

which it viewed as key to addressing the Irish econom y’s longstanding problems. In the 

late 1960s the party explained the economy needed to be ‘transformed utterly if  an end is 

to be brought to under-development, low incomes, unemployment and em igration’; this 

was to be achieved by policies designed to maximise growth, in the absence o f which the 

‘scope o f  our policies will be seriously circum scribed’. T o  achieve this it advocated more
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‘conscious management of the econom y’, involving deliberate State action towards
72detailed goals and objectives in the interests o f  maximising growth and employment. 

Political judgements about objectives were to be taken, and resources geared to meet them. 

I'his was to be linked to a careful analysis o f the economy’s strengths and weaknesses, 

economic and social priorities, the inter-relationship between policy areas, available 

resources, assessment of available policy approaches, and analysis o f technological 

developments over subsequent years, to identify possible growth areas and anticipate 

external competition. The optimum strategy for maximising the use o f resources was to be 

formulated.

This ‘conscious management’ approach was explicit in the Labour policy proposals o f  June 

1975. Favoured means o f intervention included taxation, to stimulate development in 

selected sectors or regions, and to discourage undesirable activities; interest rate 

adjustment, for monetary control and economic promotion; grants, especially when related 

to performance criteria; legislative intervention, through conditions or regulation o f 

developments in a chosen sector; and co-ordination o f different economic and industrial 

groupings.^"* Importantly for industrial policy. Labour also supported use o f the public 

sector as a positive instrument o f regional development, technological leadership, and 

organisational innovation. With the inadequate response from domestic private enterprise 

during the 1960s, Brendan Halligan spoke o f placing the State at the centre o f the 

economic development process, in a ‘positive, legitimate and necessary role’ o f economic 

manager and innovator’. This was the only ‘means for dealing with our uniquely 

formidable economic problem s’.

‘Picking W inners '

In dealing with the continued weakness o f domestic enterprise. Labour’s interventionism 

accorded with a ‘Picking W inners’ industrial strategy. Such a strategy was described in 

literature as viewing Ireland as a late industrialiser, starting from a naturally weak position 

with a small home market, and lacking a deep, strong industrial and business management

"Corish emphasises role o f  conference in shaping how country will be governed in future”. The Irish Times. November 20"' 1976

Labour Party Outline Policy- Annual Conference 24-26 Jan '69. p. 139; 11,1 IMA Hrcndan Corish Papers Box 2, “Report to the 
I  anaiste on Ixonom ic Strategy and Planning- Prepared bv Tony Browne. Niall Greene. I'lor O ' Mahony, Nicholas Simms- 28"' August 
1973”, p.9 
74
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culture: protectionism bred a poor understanding o f competitive marketing, complacency, 

and a ‘second best is good enough’ attitude’7^ As Brendan Corish argued in 1976, what 

Ireland lacked was the ‘managerial expertise to develop new products and new processes 

and to go out and get the markets for Irish goods of top quality’; in private enterprise there 

had been ‘too much privacy and too little enterprise’

In export markets, Irish firms were meanwhile confronted with more competitive, larger 

and longer-established foreign rivals, who enjoyed advantages such as advanced industrial 

economies of scale, including external economies i.e. ready access to specialist supplies 

and services; pools o f skilled labour; larger adjacent markets; proprietary technology; and 

established markets. All were viewed as serious constraints on indigenous industrial 

growth, which under free trade was seen as requiring more active and co-ordinated State 

intervention to initiate and sustain industrial growth, perhaps concentrating on selected
78sectors where genuine competitive advantages might be developed in the long-run; this 

was to include intervention to directly affect the structural composition of production, in
79particular selecting industries and firms with promising growth potential.

State Enterprise and the Irish Economy in the I97()s

During its time in the Coalition Labour maintained the continued vital role o f the private 

sector in future development, with efficient and fair organisation of the tax incentive 

system and access to capital markets,*^ and maintenance of the IDA with its major role in 

attracting foreign investment and technology; in keeping with the interventionist approach, 

however, it supported supplementing the mixed economy with an enlarged scope for State

planning and enterprise to build up indigenous industry,*' within the limits imposed on
82demand management by the budget deficit and borrowing requirement. The IDA was not
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78

O ’ Malley, Eoin .1, Industrial Policy and Development: A Survey o f  Literature from  the Early 1960s to the Present, Stationery Office, 
(National Economic and Social Council), Dublin, 1981, p.4; also Kennedy, Kieran A, 'Econom ic Development and the Entrepreneurial 
Environment', in Matthews, Alan, and lida Sagarra (cds.). Economic Performance in Two Small European Economies: Ireland and Austria  
C ompared- Proceedings o f  the third Irish Symposium in Austrian Studies held in Trinity' C allege Dublin 4"’-5"' March 1988. Departments o f 
Economics and Cierman, Trinity College Dublin, 1988, p. 121
79

Thornhill, Donal J, ‘The Revealed Comparative Advantage o f  Irish Exports o f  Manufactures, \9b9-\9% 2'. Journal o f  the Statistical
and Social Inquiry' Societ}' o f  Ireland. Vol XXV, Part v (1988), p .1 19
80

NAl DT 2006/133/528, ‘Mustin Keating to Liam Cosgrave, 16"' ,Iuly 1976”, p.2
81

NAl DT 2006/133/528, ‘“"The Politics o f  Planning- Proposals Development and Reform”, By Senator Brendan llalligan. General 
Secretary Labour Party- Delivered to Dublin/Clontarf Constituency Council o f  the Labour Party on Thursday 18"' March 1976” , p 9 
82

William Scally papers, ’Memorandum for Cabinet Sub-Coniniittce on the Economy- Industrial Policy and the Economic Plan, ,luly 
1976'. p.5

332



to be the sole support mechanism for major new investment, ‘on whose relative success or
83failure... an entire plan would succeed or fail’.

The development o f  State enterprise was central to this design. Labour was critical o f the
* 84treatment o f Irish State enterprise, both commercial and non-commercial, in the 1970s.

o c

Employing 60,000 in the mid-1970s, ‘ State enterprises generally operated or developed 

resources in areas where the private sector was unwilling or unable to go, due to 

considerable risk or poor commercial prospects, or where a private monopoly was deemed 

socially dangerous.*^ Labour regarded developments in the sector as ad hoc rather than co

ordinated, depending on an enterprise’s standing, the attitude o f  the sponsoring department, 

and whether its financial or past record justified in Finance’s view risk expenditure. State 

manufacturing and related sectors did not plan their activities in an orderly or coherent 

fashion in relation to each other, or arrange joint ventures, purchasing sales, R and D 

programmes, staff transfers, or matching investment plans.

I'his confinement o f  State enterprise was in contrast to the Western European experience 

o f State holding companies, a major influence on Labour as it sought to bring out the full 

potential o f  the public sector.*̂ ** State holding companies, whose management was 

ultimately subject to Government control, functioned as a group o f  companies that might 

be diversified across various fields o f activity, while the centre promoted certain common 

services e.g. finance, computing, overall strategic planning; they had objectives set through 

statutes, directives or planning agreements.®® The responsibilities o f several Western State 

holding companies appealed to Labour’s concerns. Italy’s IRI, the EEC’s largest State 

holding company, helped create an indigenous industrial capacity, giving special attention 

to underdeveloped Southern Italy;^° Spain’s INI acted as an administrator o f State 

holdings, in joint ventures with multinational corporations, to ensure effective Spanish
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participation;^^ while the Canada Development Corporation, established in the early 1970s, 

exercised ‘countervailing power’ against multinational corporations that dominated the 

main Canadian industries.

Labour’s primary influence, however, through its international links with the Swedish 

Social Democrats, was Sweden’s Statsforetag, established in 1970.^^ Sweden was a 

popular reference point for Ireland: a one-time agricultural economy formerly plagued by 

industrial unrest and high emigration, but which rose to become one o f  the richest, 

industrialised, and most stable export-led economies in the OECD, with unemployment o f 

just 1.7% in 1975. '̂* The Statsforetag  controlled a group o f  companies that accounted for 

5% o f Swedish manufacturing o u tp u t.B e fo re  its establishment 28 separate and quite 

different commercial ventures, all o f which competed in a free market economy and were 

either wholly or partially State-owned, reported to eight different government departments. 

The Statsforetag, the guidelines for which were set by the M inister for Industry, brought 

them within a single administrative umbrella, aiming through co-ordination to eliminate 

confusion and promote more efficient management; maximise expansion with strict regard 

to good profitability; and assist in meeting certain social requirements, in particular 

promoting job security and work satisfaction, but keeping the distinction between social 

action and strict business performance.®^

Keeping away from day to day operations, the Statsforetag  focused on strategic issues, 

monitoring results and performance at regular intervals.®^ The group also stimulated 

employment and economic development in regions where unem ployment was high; sectors 

where capital requirements were unusually heavy (mining, steel, other process industries); 

and where business activity was characterised by high risk and long-term development. 

They also assisted in creating a more rational industrial structure, and co-operated with 

Government in promoting orderly exploitation o f Sweden’s natural resources. The success 

o f the Statsforetag  initiative was seen to be reflected in its first five years o f  operation.

Ibid, p .6

Ibid, p .7; NAI D T 2 0 0 9 /1 3 5 /6 1 1, W ork ing  Party on State Participation  R eport- M arch 1974 ', pp.29-35
93

lla llig an  interview
94

Lee, JJ, Ireland: P olitics a n d  Society. 1912-1985. C am bridge U niversity  Press, C am bridge. 1989, p .570; NAI I)T  2006/133/319, 
P lanning in S w eden ', p I 

NAI DT 2006/133 /319 . ’P lanning  in Sw eden ', p .13
96

NAI DT 2006 /133 /319 . "State H olding C om panies", p .8; also O ' C earbhaill. D iarniuid, 'H arly  S tate  C on tribu tion  to the 
industrialisation  o f  S w eden '. The Irish Times. A ugust 15"' 1978 

NAI I)T  2006/133 /319 , "S ta te  1 lolding C om panies", p.8

334



From 1970-74 the average annual sales increase o f the group was over 20%, while profits 

increased from £29m in 1970 to over £100m in 1974; o f the then 26 companies, few o f 

which were profitable in 1970, 17 contributed to group profits.®*

Labour, the First O il Shock and interventionism

An interventionist approach, advanced in more prosperous years for the Irish economy,

was seen as imperative by Labour in the wake o f the First Oil Shock, and especially the

unemployment crisis that emerged. Heavily influenced by the Walsh Report, Brendan

Corish described the employment challenge as ‘almost frightening when contrasted with

the failures o f the past’.̂  ̂ Ireland, he remarked, faced ‘the most difficult economic and

social problems ever faced... since independence’; the course embarked upon would ‘shape

the future o f Ireland for a generat ion’. H e  spoke o f  need for a ‘concerted effort to break

out o f the straitjacket o f past economic and social attitudes and a p p r o a c h e s o t h e r w i s e
102Ireland would be ‘swept aside by the tide o f  a rising population’. Similar arguments 

were posited by Justin Keating, who as Minister for Industry and Commerce promoted the 

Labour proposal in Government during the 1976 Green Paper process.

During this process Keating pointed to Ireland’s longstanding underperformance in 

employment and income per capita compared to other Western economies, even in the 

period to 1973, and how a cyclical recovery would not eliminate structural problems or 

ensure the economy entered a period o f sustained g r o w t h . W i t h  the challenges facing the 

Irish economy ‘so daunting... we could not go on as we are’,'*̂"* Keating called for a 

‘change in the State’s economic policies as fundamental as that in the mid-1950s’, a policy 

o f positive interventionism whose positive results could not be expected before 3-4 

y e a r s . I n  the absence o f  interventionism there was said to be little prospect ‘for

Ibid, pp.9/10
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significant economic growth, increased living standards, a fall in unemployment, or social 

equity

Labour’s proposals for driving indigenous industrial growth and innovation came in the 

form o f the National Development Corporation (NDC), on which the Italian, Swedish and 

Spanish state holding companies were cited as influences. This was a central element o f 

Labour’s 1975 policy proposals, which described the NDC as an essential step towards the 

rationalisation o f  the State’s involvement in the planning and implementation o f policies 

necessary for creating em ployment.'^’ The Corporation was to link the activities o f the 

existing State enterprises and development agencies, which were to include direct trading, 

new enterprise and holding company functions, and receive its financial resources from the 

competitive financial market, state enterprise cash flows, earnings from natural resources 

and state subvention.

The N D C’s functions were more comprehensively outlined by Keating in 1976. Besides 

advising the Minister for Industry and Commerce on specified industrial and commercial 

development matters, the Corporation was tasked with co-ordinating the many industrial or 

commercial functions carried out by State manufacturing companies or promotional 

agencies, other than those engaged in public utilities. It was to eliminate duplication, 

secure economies o f scale, and bring about a coherent approach to policy formulation and 

implementation by taking an overall view on the allocation o f resources. Significantly, it 

was also tasked with advising on takeovers, mergers, and restructuring and rationalisation 

o f particular sectors o f  Irish industry, proposing new economic enterprises to be 

undertaken either by existing State agencies or new entities to be established in the public 

sector; advise on State participation in new or existing privately controlled enterprises or 

joint ventures, holding the shares acquired by the State; and pay particular regard to 

promotion o f Irish controlled enterprises."**
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Including greater targeting o f grant and loan incentives in m anufactu ring ," ' the

Corporation w as tasked w ith accelerating industrial developm ent both am ong State
112com panies and by State partnership w ith the private sector. In keeping with the 

dow nstream  industries goal o f the 1970s, Labour also aimed to create ‘m agnets’ o f  

industrial grow th to attract existing industries either to supply or utilise the products o f  

State enterprises. M ineral ores and agricultural m aterials were basic to this am bition, 

especially in the context o f  1970s discoveries in natural resources, such as m inerals, 

m etals, oil and gas."^  G iven ‘com peting claim s on available investm ent resources’,"'* 

Keating m eanw hile acknow ledged fears large public funds would be wasted on 

uneconom ic projects; he therefore did not object to a legislative provision requiring that 

the Corporation w ould not recom m end projects that did not have a good prospect o f  

producing a satisfactory return on cap ita l."^

The Irish Public Service and State Enterprise

Proposed in the context o f  the unem ploym ent crisis, Brendan Corish considered the NDC 

‘one o f  the m ost im portant steps th is country has ever taken in creating em ploym ent’, 

perm itting the state sector to expand w ithout previous restrictions and lim itations; private 

enterprise, he contended, had ‘failed the Irish people by failing to provide anything near 

full em ploym ent’."^  Brendan H alligan sim ilarly rem arked what was at issue w as the 

‘future o f  this generation’, referring to interventionism  as the m ost effective m ethod o f  

solving the unem ploym ent crisis. He highlighted opposition to the proposal, how ever, 

referring to h im self as a socialist in a m inority position, noting the only occasions when 

ideology could be advanced in operational term s were ‘those w hen ideology and necessity 

coincide’. If  Labour failed to win the argum ent, ‘it will not only have failed itse lf and what 

it stands for, it will fail electorally, and deservedly so. Irish society will fail but that will be 

no consolation’."^
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Opposition to the Corporation, however, was significant within the more economically 

liberal minded public service, or at least key Government Departments; these were 

characterised by a strong hostility to State interventionism, although Keating did enjoy the
I 1support o f  his departmental secretary, Joe Holloway. It was notable Labour advanced the 

NDC in a strong political bargaining position in 1976/77, making it a precondition o f  its 

continued participation in the Coalition, only for the proposals to lapse with the Coalition’s 

defeat in the 1977 election. Prior to this, Halligan anticipated ‘persistent opposition’, with 

the proposals unlikely ‘to be accepted easily or willingly by the majority o f the 

electorate... the various economic pressure groups or by the administrative

establishment’."^ Such opposition he thought ‘decisive until economic chaos forces the
120  • idea on Government’. Labour figures recalled the opposition o f the industrial policy

establishment, particularly the IDA, but also their recognition o f the need to keep Labour
I -y I

happy, either through limitation or deferral’; the public service approach was one o f
122‘delay, delay, delay’. Keating’s approach in Government was in turn recalled as a 

strategic one, with a watering down o f the proposal to ensure the civil service did not
12 3torpedo the idea; once established it could be grown back to what was originally sought.

The apparent failings o f domestic private enterprise, and indeed that o f  prevailing 

industrial policy notwithstanding, this public service hostility arose from the fact Labour’s 

advocacy o f state interventionism conflicted with the more liberal economic philosophy 

dominant in key Government departments, illustrated by the faith o f senior officials in 

private enterprise, and divergent views from Labour ministers as to how the weakness o f 

domestic enterprise might best be addressed, particularly in the wake o f  the First Oil 

Shock. The IDA’s Padraic White, who undertook a detailed study o f the Statsforetag  on 

behalf o f the IDA, for one recalled the IDA as ‘ideologically driven’ by Keating.'^*^ This 

faith in laissez faire private enterprise was longstanding in the Irish administrative system.
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dating back to the establishment o f  the S t a t e . T h a t  was at a time, however, when wider 

State intervention was relatively unheard of, prior to the Great Depression and Second 

World War. In explaining its persistence in Ireland, one can perhaps point again to the 

absence o f  a far-reaching challenge such as the need for postwar reconstruction, as 

happened in other European economies more open to State intervention.

The easing o f pressure for economic and social change that accompanied emigration is also 

plausible. O f the Second World W ar, Lee wrote how the European experience o f war and 

occupation shook pre-war moulds, with the emergence of new leadership cadres and 

extensive adaptation of inherited institutional s t r u c t u r e s . h i  Ireland, however, there was 

no sense developments in wartime economic administration required the use o f experts to a 

far greater degree in Government service, and that by 1945 a great wealth o f administrative 

experience and economic confidence had been gained, to be applied after 1945; there was 

no pressure to change political will in the direction o f  constructing a more humane
127society. Even with the crisis o f the 1950s, the reorientation in economic policy merely 

saw a shift from one private sector centred means o f  strengthening indigenous enterprise, 

protectionism, to another, the export-led growth strategy. And even with that, the 

continued weakness o f indigenous enterprise was offset by the inflow o f foreign 

investment.

Whatever its basis, key Government departments maintained a critique o f State 

interventionism throughout the 1970s, which accorded with criticisms o f the ‘picking 

winners’ approach in literature. This critique questioned Government’s effectiveness in 

dealing with market imperfections or failures, and was sceptical about the ability o f 

politicians or bureaucrats to make better investment decisions than the private sector. The 

product-cycle, diminishing in the 1970s, was also said to discourage interventionism, with 

marketing, research and development and other key functions located near key markets; 

Ireland’s comparative disadvantages o f location and small domestic market increased the 

danger that ‘hands-on’ government investment could misread market signals. Irish 

experience also suggested Government had great difficulty disengaging from unprofitable
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projects, particularly ones o f significant size, meaning Government intervention could lead
I ■^o

to a major claim on the public finances.

Martin O ’ Donoghue summarised the critique in 1976, writing how the ‘notion o f a central 

plan, o f  overall order, o f all actions being fully co-ordinated may have a superficial appeal 

in conjuring up the image o f an Ireland which is ‘neat and clean and well-advised’ ... But 

life, especially in a democracy, is not like that. Central Planners can also be wrong, but 

may be reluctant to recognise and/or admit their mistakes’. F r o m  the late 1950s the 

public service, instead placed greater faith in private enterprise in advancing economic 

goals. 1960s economic programmes highlighted private enterprise’s greater efficiency and 

therefore sustainability in commercial and employment terms: as the First Programme 

stated, in recognising and developing profitable manufacturing opportunities there was no 

substitute for private e n t e r p r i s e . T K  Whitaker wrote in 1967 how private enterprise’s 

decision-making was ‘decentralised and more flexible, concerned only with a narrow area 

o f activity and... therefore... much better informed about the production and marketing 

possibilities lying within it; under free trade conditions especially there are monetary 

rewards for making the right decisions and penalties for making bad ones, and these 

probably make for better economic decisions’.'^'

Martin O ’ Donoghue also wrote o f choice, and how the ‘best way to cope with an 

uncertain future is to permit different groups to back their own v iew s... variety o f choice 

for individual firms provides the degree o f humility which is usually lacking in central 

planners, and while it means that not everybody will be right, it also means that errors are
1 ^ 7confined to manageable and identifiable am ounts’; he summarised the preference, 

quoting Chairman Mao: ‘Let a thousand flowers bloom !’'^  ̂ These views accounted for the 

hands-off thrust o f prevailing industrial policy. The First Programme explained 

Government’s role o f stimulating and encouraging private enterprise on new activities; it 

could offer help and guidance, ‘provide a meeting place between productive ideas and the
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savings o f  the peop le’, but could not ‘will its way to success in this or any other direction; 

that depends on the people them selves... those who provide the ideas... m oney or the
, 134m anpow er .

This was reflected in official criticism s o f  State enterprise proposals during the 1970s. 

Derm ot N ally  briefed successix e Taoisigh against more directive econom ic m anagem ent: 

‘State dom ination o f  the economy ’, w'ith central determ ination o f  decisions in investm ent, 

incom e levels, incentives etc was a ‘sure recipe for economic stagnat ion’. N a l l y  

questioned the S tate’s capacity over individual businessm en in identifying unexploited
136com m ercial opportunities, or the existence o f  a public service expertise capable o f

I ^ 7exploiting such opportunities: ‘statem ents that there is im plies a considerable naivety’. 

These view s w ere seen to be reinforced by the comm ercial perform ance o f  State 

enterprises during the 1960s and 1970s, whose organisation was the subject o f  L abour’s 

industrial policy critique.

A ssociated in the public m ind, as Gallagher has written, with inefficiency, higher costs and 

poor industrial relations,'^** a 1976 Finance briefing described State intervention in industry 

and com m erce as largely a ‘disastrous failure’, with ‘abysmal profit and perform ance 

records’. G i v e n  these view s, and the crisis in the public finances, official scepticism  on 

State enterprise during the inter-oil shock period was unsurprising. A grow ing Finance 

concern w ith the national debt, and its ultimate im plications for the econom y, was a 

recurring them e in interview s for this t h e s i s . F i n a n c e  officials o f  the tim e also recalled 

D epartm ental concerns about intervention given the danger ‘it could not do it without 

political in terference’;'"”  w ithin the public service there were fears o f ‘corruption, and o f  

the clientelist political clim ate, w ith the potential for polifical m anipulation’.''*^
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OfTice, Dublin, 1958, p 34
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Addressing ICTU’s SDC proposal. Finance argued “meaningful high sounding phrases 

about ‘the development o f  our natural resources’, the ‘establishment o f a State 

Development Corporation to act as a power-house for industrial innovation and grow th’ 

should not be allowed to obscure the realities” o f the lack o f an acceptable commercial 

record or the likely public expenditure implications.''*^ Greater parliamentary oversight o f 

State enterprises was introduced in the 1970s to enhance their effectiveness and moderate 

their drain on the public finances.''*'* Sceptics also pointed to the proliferation o f State 

bodies in Ireland, particularly during the 1960s, without commensurate improvement in 

growth and employment. Richie Ryan downplayed the N D C ’s potential to Cabinet, 

arguing the ‘creation o f a new institution does... not o f  itself generate growth’.''*̂  Officials 

and Ministers noted the creation o f  30 new bodies during the Coalition’s term; Cosgrave 

remarked ‘they did not wish to clutter up the scene or get in the way o f the operations o f 

existing bodies’.'**̂

In the late 1970s Jack Lynch meanwhile, in response to ICTU calls for more State 

enterprise, argued Ireland had more public enterprise than many European countries ruled 

by Socialist Governments.''*^ Rather than a new State body that would undertake 

commercial investment, and before its acceptance o f  a watered down version o f the State 

Development Corporation- the National Understanding’s National Enterprise Agency- 

Fianna Fail on its return to Government instead established an informal Industrial 

Development Consortium (IDC) to co-ordinate State bodies. Composed o f the main 

economic Ministers, their departmental secretaries and State enterprise and agency chief 

executives (IDA, CTT, IIRS, AnCO, ICC, Foir Teoranta), the Consortium set job targets 

and monitored industrial progress. It also co-ordinated the activities o f State bodies and

143
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maximised their contribution to industrial development, either on their own or in jo in t 

ventures.

These concerns about State enterprise’ s commercial v iability were accompanied by officia l 

fears concerning its potential impact on private sector initiatives. Whitaker also wrote in 

1967 o f a proper public'private sector balance, stressing the importance o f a ‘ reasonable 

stable expectation... once the respective roles o f public and private enterprise are 

established they w ill not be frequently and arbitrarily disturbed’ ; any such expectation 

threatened an ‘ adverse effect on private planning’ and foreign investment, i f  industrialists 

feared a ‘ new public enterprise may be established at any time to compete w ith them’ . 

Foreign investors were regarded as ‘ particularly sensitive to the degree and arbitrariness o f 

Government intervention’ , public enterprise discouraging investment due to fears it would 

enjoy special privileges in its financing and the ‘criteria that w ill be applied to success or 

failure’ .''*'’ Dermot Nally was also prominent in warning about State enterprise’s effect on 

private sector initiatives. Jack Lynch was briefed in 1978 ‘ i f  you set up this type o f body 

you destroy job prospects elsewhere. No one w ill set up or expand i f  it is like ly that a State 

Corporation w ill do likewise... W ithout it more jobs were created in 1978 than ever 

before’ .'^^

Pointing to the ‘ political mismanagement’ and indebtedness o f continental holding 

companies, Nally in 1979 cited the alleged implications o f a major State role. He warned 

o f a danger State enterprises could ‘ prevent other companies from acting in areas where it 

enters’ ; w ith State backing it could ‘ act w ith near invulnerability and carry on with 

practices and... losses... no private company would be able to bear’ . The result was the 

‘ country as a whole is poorer and instead o f creating jobs’ , it destroyed them, eroding the 

competitiveness o f the economy through continuance o f massive losses and over

employment’ .''^' Another critic o f the NDC, Martin O ’ Donoghue, agreed vagueness on the 

public/private sector balance, and financing and profitab ility rules for State enterprises, 

risked making private enterprise a ‘ dwindling sector o f  the economy since there w ill be no
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shortage o f unprofitable but socially desirable activities’, likely necessitating higher 

taxation.

Irish Industrial Policy and encouragement o f  risk-taking

These public service perceptions were important against a backdrop o f  the historically 

weak domestic private enterprise sector, and the stress placed by key Departments on 

private individuals rather than the State in taking investment decisions. O f the Statsforetag, 

the IDA ’S Padraic White stressed the difference between Ireland and Sweden was that
I C l

Sweden already had a strong indigenous industrial base. Ireland was traditionally an 

agricultural economy, lacking an industrial tradition, and whose only real industrial centre, 

Belfast, was lost following in d e p e n d e n c e .T h e  domestic industrial base that predated the 

1960s had meanwhile been largely built up under protectionism, creating what Lee 

described as a ‘managerial pool... choked with weeds’. T h e  private sector largely catered 

for a small, protected and therefore guaranteed home market, providing no incentive to 

specialise, engage in economies o f  scale or expand; many industries existed simply 

because o f  tariff walls.'

The task o f industrial policy from the late 1950s, be it through the ‘demonstration effect’ o f 

foreign enterprise, or other policy measures, was therefore seen to be one o f fostering a 

competitively-minded entrepreneurial class. The scale o f this task was underlined by the 

early 1970s Committee on Industrial Progress, which even after a decade o f  trade 

liberalisation, noted a management and workforce which ‘came to regard capacity to 

manufacture as largely entitling them to the home market for the goods they produced’, 

discouraging proper marketing plans and approaches’.''^  ̂Damningly, the Committee 

contended that cut o ff from the forces o f  change negative attitudes developed towards the 

management function within indigenous industry: instead o f looking for new exciting.
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153 „ „  . .

White interview
154

Mjoset, l.ars. The Irish Economy in a Comparative Institutional Perspective. National Ixonom ie and Social Council, Dublin, 1992, 
p. l l  ‘

Lee, ,ioseph, Lemass and His Two Partnerships', The Irish Times. May 19"' 1976

Kennedy, Kieran A, Thomas (Jiblin, and Deirdre McHugh, The Economic Development o f  Ireland in the Twentieth Century. 
Routledge, London, 1988, p.234; NAl DT 2006/133/.394 licononiy Management Up to 1980, "A New Industrial Policy- The Key to 
Survival", p.24
Lee, ,1.1, Ireland. 1912-85- Politics and Society. Cambridge University Press, Cambridge, 1989, pp.390-96

Quoted in National Eicononiic and Social Council, A Review o f  Industrial Policy- A report prepared by the Telesis Consultancy 
Group. Stationery OlTice, Dublin, 1982, p .163

344



profitable openings as changes occurred, it tended to maintain the status quo, and consider 

almost every change a threat rather than an opportunity.'^**

Writing in 1974, Buckley urged the performance o f  Irish firms be viewed in this historical 

context; reorientation towards export markets was a ‘gradual and difficult one’.'^^ The 

timing and impact o f the First Oil Shock, however, served to intensify the challenge of 

fostering domestic enterprise. In 1976 Garret FitzGerald wrote o f domestic industry that, 

coupled with its historical weakness and inadequate preparation for free trade, despite 

public aid, ‘at the culmination o f this critical period o f tariff reductions it has had to face a 

world and domestic crisis’. Rapid wage and salary increases, in size ‘far outside the range 

o f previous experience’, undermined ‘both the viability and self confidence o f the private 

domestic sector’; until confidence and viability was restored it would be ‘slow to take 

advantage o f the growth in world trade in the years ahead’. T h i s  helps explain 

FitzGerald’s remark regarding the NDC that it was ‘important, particularly in the present 

atmosphere o f depression... in the private sector, that the proposal be presented 

tactfully’.'^'

In this historical context. Irish industrial and taxation policy from the late 1950s, and 

particularly in the wake o f  the Oil Shock, was directed towards incentivising private 

enterprise, and therefore ‘risk-taking’ on the part o f  domestic private industry. Economic 

Development observed o f enterprise it was not so much a question o f capital as securing 

the necessary enterprise and technical competence, the ‘know w hat’ as well as the ‘know 

how ’. There was, it stated, ‘no evidence... any really good project has hitherto been stifled 

through lack o f capital. For future development capital will be necessary but the real 

shortage is o f ideas. These may come in part from external sources and are likely to 

fructify only if  domestic conditions and policy are favourable to profit making, and direct 

taxation is relatively light’.
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This reference to favourable conditions was important, and accounts for the emphasis 

placed by Governments on price, industrial relations and exchange rate stability, orderly 

wage developments, and benign direct taxation during the 1960s and 1970s.'^^ This 

accorded with Richie Ryan’s downplaying o f the NDC in 1976/77; Ryan believed if  the 

right conditions existed for investment, investment would be undertaken by those with 

r e s o u r c e s .T h e  absence o f  these conditions throughout much o f this period presumably 

accounted for the continuing faith in a laissez faire, private enterprise approach. Such a 

climate was in turn seen to be important precisely because o f  the challenges inherent to 

manufacturing industry, particularly in the export field. O ’ Malley noted how, with the 

exception o f certain types o f industry, considerable difficulties restricted the entry o f Irish 

indigenous industries into many export fields, as relative newcomers faced established 

competitors. Possible entrepreneurs could decide the best opportunities did not lie in trying 

to overcome these difficulties, but rather investment in property or services or other 

investments a b r o a d ; t h i s  was in keeping with the trade union perceptions o f domestic 

enterprise.

These obstacles were also adverted to by the IDA in 1973, which observed the Irish 

financial environment, such as its high inflation, may have put manufacturing investment 

at a disadvantage ‘when the risks, complexities, and expected returns are compared with 

those in competing commercial sectors such as property, equities and service sector 

opportunities’. Productive manufacturing’s ‘clearly unattractive features’ were said to 

include the difficulty o f product identification, competition and risk in marketing, required 

expertise for efficient production and management, changing technologies, and the 

inherent and ongoing problem o f industrial relations and workforce motivation. These were 

complemented by a likely loss-making period, fluctuations in demand, and the time and 

personal commitment involved.

These challenges helped account for the Government emphasis on profitability and income 

inequality as a spur to enterprise and economic development during the 1960s and 1970s.
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As Garret FitzGerald argued in 1976, ‘reinvestment o f profits in new... sometimes risky 

ventures will take place only if the investor can anticipate some personal reward’. T h e  

ID A ’S Padraic White agreed that it was on acceptance o f competitively based rewards that 

greater involvement by Irish people in industry, over safer public service employment, was 

seen as resting: ‘rewards in terms o f  profitability and return on capital... better than in 

comparable outlets such as distribution or service activities’.'̂ *̂  There o f course appeared 

during the 1970s a less than positive attitude, if  not outright suspicion, towards 

profitability, notably in trade unionism. Walsh noted social attitudes inimical to risk- 

taking: ‘those who try and fail are scorned for the presumption... they had the necessary 

attributes. Those who take the risk and succeed are scorned for their pursuit o f material 

things’.

FitzGerald saw this as evidence o f  a ‘differential m indset’, a concentration on ‘income 

relationships’, resulting ‘in a relatively passive attitude towards the creation o f wealth. 

Entrepreneurial rates low and all groups including the private sector tend to rely on the 

government for aid and financial transfers rather than to the market for opportunities to 

create fresh w ealth’.'™ Prevalence o f this mindset was reflected in Confederation o f Irish 

Industry criticism o f National Agreements in 1975. which failed to discriminate between 

low and high productivity firms. The ClI argued in 1975 two basic issues had to be settled 

in Irish society and one accepted: permitting higher incomes in business ‘more efficient, 

productive and profitable than others’, or equal remuneration regardless o f profitability. 

The latter involved subsidisation o f  insolvent businesses with a ‘store o f funds... presently 

deficit to meet the sum o f dem ands’; the former offered ‘hope o f  real progress because
171remedial action can be concentrated on the areas where it is needed’.
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Risk-taking and business taxation

I ’he perceived need to encourage risk-taking activity and profitability, borne o f  an 

economically liberal approach, and especially in a competitive free trade environment, 

influenced the benign public service approach towards business and capital taxation during 

the 1960s and 1970s. Officials found domestic business profits in the 1960s to be ‘m odest’ 

and ‘in many cases even dangerously low ’. While certain individuals, due to special 

circumstances, earned big incomes, industry was ‘not taking exorbitant profits from sales
172 * •on the home market’. Against a background o f tariff reduction and increasmg miport 

competition, the introduction o f  the low Corporation tax rate was seen as vital to 

facilitating the expansion o f  domestic industry in the wake o f  the Oil Shock, facilitating 

competitiveness and enabling it to undertake the investment in modern plant and
171  • •equipment required for such expansion. As the 1977-79 Fianna Fail admmistration 

recognised, for many Irish firms a sound base for export development was through ‘fuller 

exploitation o f the home market in the first instance’.'̂ "*

It was for similar reasons that the public service opposed the Coalition’s introduction o f the 

wealth tax in 1975/76, viewed as central to restoring a sense o f tax equity, and abolished 

by Fianna Fail in 1978. Also opposed by more traditional elements o f the governing Fine 

Gael party, the tax, tasked with replacing death duties, was originally proposed at rates o f 

1.5-2.5% for the really wealthy, coupled with reduction in the higher rates o f  income tax; it 

was finally introduced at 1% on the assets above £70,000 for single persons and £100,000 

for married persons, with reduction o f the highest income rate from 80 to 70%.'^"^ The tax, 

however, was viewed officially as a disincentive to wealth creation, and unsuited to 

Ireland’s stage o f economic development.

The Department o f Finance viewed the wealth tax as a levy on capital accumulation and its 

productive use, preferring taxation o f capital transfers or unearned i n c o m e , w h i l e  

Industry and Commerce similarly warned o f the tax’s implications for domestic industry, 

preventing accumulation o f profit reserves which threatened to ‘seriously restrict the
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potential of the companies to expand and... also their propensity to expand... all the more 

important in maintaining a share o f  the domestic market in... free trade conditions’.'^^ The 

Department had a ‘distinct uneasiness about any measures which seriously restrict the 

capacity o f Irish owned industry to maintain its position’;'^* it sought to reduce the 

incentive to investment with competing outlets, ‘which in general generate lower national 

benefit at this stage in our economic developm ent’.'̂ *̂

In this context, and the desire for maximum expansion and employment creation on the 

part o f domestic industry, public service and employer opposition to one o f the 

implications o f EEC membership was notable. This was the growing body o f non-wage 

costs, additional to wage costs, and employment-related legislation introduced in the 

1970s, much o f a social nature, and largely handed down through EEC directives. Mainly 

related to enhancing job security, and transposed into Irish law by the Coalition’s Minister 

for Labour Michael O ' Leary in the wake o f the First Oil Shock, these costs and legislative 

provisions it was argued imposed additional labour costs on business, and consequently 

discouraged expansion and additional recruitment, particularly in labour-intensive 

industries.'*^

Dermot Nally summarised the public service view in 1976, briefing o f  a ‘heavy bias 

against em ployers’, which ‘may well be an obstacle to employment, particularly in 

marginal cases’. He proceeded to list employer liabilities such as social insurance and 

redundancy liabilities, complex legislative provisions on PAYE, pay-related benefits, 

health contributions, and legislation on unfair dismissals (said to be one o f the primary 

causes o f industrial disputes),'**' anti-discrimination, worker participation and equal pay. 

Nally briefed the ‘plethora o f legislation... now coming forward may be counter-productive 

if  we regard more employment as the primary objective o f Government... People just will 

not take on extra personnel if  they find themselves with a heavy financial commitment
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(over and above pay) which they cannot control, a network o f  statutory law and regulation 

which they may find it difficult to understand and the strong possibility o f more o f  all 

th is’.'*^

Employers were also vocal in their criticism o f these costs and provisions. The CII 

complained o f  annually increasing service overheads borne by exposed sectors, such as
Isocial welfare contributions, and firms’ difficulty in dealing with the level o f

1 84legislation. Introduction o f  pay-related unemployment benefits in 1974 was alleged to
I

have exacerbated the effects o f the recession by adding to employer non-wage costs. '

With much o f the legislation enhancing worker job  security, the Federated Union o f

Employers also highlighted how industrial relations and collective bargaining still took

place ‘within the framework o f a law that related to an age when... practices o f employers

in respect o f  issues affecting their employees could only be challenged by trade unions
186through the collective bargaining system’. There was no relaxation o f  the statutory 

protection afforded for picketing, imposition o f a secret ballot, cooling-off period prior to 

strike action, or withdrawal o f privileges under the 1906 Trade Disputes Act when
187procedures were violated.

In this context such legislation, often originating in Europe as a result o f the social action 

programme introduced in 1973,'*** was increasingly viewed as acting in the interests o f 

those already employed. This was particularly seen to apply to worker participation, a 

matter o f  cross-party consensus in the 1970s, and viewed as advancing a partnership
I O Q

approach with trade unionism. Seen as addressing worker alienation and low 

productivity and o u t p u t , t h e  practice involved enhanced worker consultation in the 

running o f an enterprise at shop-fioor and board level, and was seen as engaging unions in
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discussions on profitability and econom ic constraints, especially with structural change in 

industry.'*^' The Secretary o f the Departm ent o f Labour was critical, however, describing 

participation as ‘very much an exercise for those already with jobs, especially when it is 

operated through collective bargaining. It is a reality... the person seekin^ employment in a 

country which has not yet achieved full employment cannot expect his interests to be 

enthusiastically promoted by an em ployer who is already fully staffed or... a union 

representing workers already em ployed’

Personal taxation and enterprise

As seen in attitudes towards business and capital taxation, low taxation was therefore at the 

heart o f the public service approach to economic development, and the fostering o f 

domestic private enterprise. A similarly benign approach to personal income taxation was 

also outlined in the late 1950s, and viewed as key to stimulating risk-taking activity. With 

the effects o f fiscal drag in the subsequent decade, however, and similar effects with high 

inflation in the 1970s, economic incentives that accompanied personal income were seen to 

be seriously eroded, becoming a major concern in the wake o f the First Oil Shock. As such 

incentives were seen as the basis o f  risk-taking activity, and in the context o f a wider high 

tax environment, for Nally this had implications for both domestic and foreign investment. 

He briefed meaningful investment would hardly materialise ‘if taxes absorb the fruits o f 

risk and effort’.

At this time, however, the high taxation environment was alleged to not just impinge on 

the readiness to undertake investment, but to engage in employment itse lf A contested 

area during the mid to late 1970s was the controversy surrounding the expansion o f the 

social welfare system, particularly in light of the Coalition’s commitment, as a matter o f 

social justice, to preserve the living standards o f  welfare recipients at a time o f high 

inflation.'^'* Welfare expenditure rose 192% in 1972-76 (£153m to £446m), also influenced 

by higher unemployment and demographic trends,'*^*' and included substantial increases in

191
D epartm ent o f  I .abour. W orker P a r lic ip a l io n -  A D iscu ss io n  I’a per . S tationery O ffice . D ub lin , 19 8 0 , p. 15 and p .62; C o m m ittee  on

Industrial Progress- G eneral R eport, Stati onery O ffic e , D ublin . 197.'!, p 27  
19^

N A I D l-A  2 0 0 7 /9 0 /7 6 , “ ILO S y m p o s  ium  on  W orker Participation, O slo , A ugu st, 1974- N otes  for Intervention by Secretary, 
D epartm ent o f  Labour” , p .2
193

D  T 2 0 0 6 /1 3 3 /3 2 0 , “ D erm ot N a lly , D iepartnient o f  the Taoiseach, to  R,l Curran. D epartm ent o f  F inan ce, 19"' .luly 1976” , p .3
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O ' D on ogh u e , M artin, " Socia l P o licy  ", in E co n o m ic  P o lic y  in Ire lan d , hdd ited  by ,IA B ristow  and A A  1 ait. Institute of P u b lic  

A dm inistration , D ublin . 1968, p .218

N A I D T  2 0 0 7 /1 1 6 /4 1 7 . “ I x o n o n i ic  aind S oc ia l P lan- D iscu ssion  D raft”, p. 1 12; N A I D T  2 0 0 7 /1 1 6 /4 7 6 , “ D erm ot N a lly  n ote for 

la o ise a c h . “ S oc ia l W elfare and H ealth ” , I" O ctober 1976”
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old age and widows pensions, deserted w ife ’ s allowance, child dependents’ allowances, 

and importantly unemployment benefit.

A t a time o f structural change and phasing out o f  redundant industries, such an approach to 

welfare policy, involving the raising o f unemployment and e lig ib ility  periods, was general 

to the OECD; it was viewed as facilitating adaptation, training and greater labour-market 

fle x ib ility .’ ^̂  In a context o f fiscal drag, squeezed incomes, and the non-taxation o f welfare 

benefits, however, it was alleged the commitment to welfare recipients served to almost
I 08

equalise benefits w ith the after-tax incomes o f those in employment; this was 

particularly after the introduction o f pay-related benefits in 1974, which for a time related 

welfare payments to pre-redundancy e a rn in g s .L in k e d  to an extension in the average 

duration o f unemployment,^*’*’ a ‘poverty trap’ was also alleged, w ith workers and families
' ) ( )  I

said to be penalised by loss o f  benefits through accepting employment.

There were also claims meanwhile that, the effects o f  high taxation on wage claims aside, 

the commitment to welfare recipients further distorted the income determination process, 

by underpinning the inflationary psychology. Richie Ryan observed higher unemployment 

benefits as creating lesser anxiety about redundancy, and the short-term financial hazards 

o f unemployment for many workers; insulated from economic pressures, these were seen

ILHM A Brendan Corish Papers Box 2. The National Coalition- 3 years at work- Social Welfare” , p i
197

Commission ot the huropean Communities- Com(75) 92 Final, Summary Account o f the Hconomic Policies Pursued in 1974, 17 
March 1975, p.lO; Commission o f the European Communities, Com(74) 689 I'inal Proposal for a Council Decision on the adjustment 
to the guidelines for economic policy for 1974. Brussels 13 May 1974, pp 2/3
198

Report o f the Committee on Costs and Competitiveness, Stationery Office, Dublin, 1981, p.39; Walsh remarked in 1977 that “ during 
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not work. It is now recognised widely that there are major abuses taking place which must demoralise those who are working and reduce 
the incentive for those who are not, to find a job, or create a job” - Walsh, Edward M. “ Resources- Manpower Resources” , in Industrial 
Development and Job Creation- ICTU Summer Course 77- University College Galway. 11-15 July 1977. p. 76 
Also see Morgan, f;V, Causes and Effects o f Inflation in Ireland. Stationery Office (National Economic and Social Council), Dublin, 
1975. p.64
199
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as m aking N W A  settlem ents higher than econom ic realities w arranted. Em ployers 

claim ed benefit levels led to an up-bidding o f  w age claims, com plaining o f ‘rem arkable’ 

w age claim s in the middle o f  a recession: ‘U nions saw little point in w orking when... 

benefits from not w orking were at a com parable level’; it was alleged percentage 

increases in w elfare payments were taken as a guideline by union negotiators,

These claim s, how ever, were disputed and qualified. Equalisation o f  incom es was said to 

vary betw een different categories o f  i n c o m e , w i t h  Dowling describing the trap as 

dictated by the dependency responsibilities o f  a w orker (i.e. larger fam ilies had poor 

incom e prospects); he saw the problem  as lying in the relationship betw een incom e taxes 

and t r a n s f e r s . I C T U  sim ilarly disputed the allegations, claim ing anom alies arose ‘where 

pay levels are exceptionally low o r . .. a large fam ily is dependent on w elfare payments. 

The proper rem edy lies in raising low pay to more acceptable levels’. In a N ESC study 

in 1978, FitzG erald also countered the allegations, calling stories o f  unem ployed men with 

large incom es exaggerated; basic benefit levels did not approach current wage levels 

except for a small num ber o f  unem ployed with large families.^^**

W hile contested, the issue had an im pact in G overnm ent circles. Fine Gael M inister for 

Agriculture M ark Clinton wrote to Liam Cosgrave during the 1976 Green Paper process on 

the need to give greater incentive to production, with a ‘danger... the provision o f  a high 

level o f  publicly financed social services m ay cost us so m uch in taxation... the incentive to 

w ork is seriously underm ined and dependence on welfare services becom es a norm  for a 

substantial part o f  our potential workforce’. T h e  controversy led to counter-m easures, 

such as Richie R yan’s introduction that sam e year o f  an 85%  lim it on pay-related benefits;

NAl Dl'IN F22/22/75 “Memorandum for the Government (Office o f  the Minister for I'inance)- Inflation and Pubhc Policy. 19"' May 
1975”

NAl DT 2006/133/586, "M eeting with Irish Fimployers' Confederation, 15 .luly 1976”, p.4; also see NAl DT 2007/116/436 National 
Wage Agreements 1976-, “ Pre-Budget Meeting between Taoiseach and Ministers and Delegation from Irish Employers Confederation” 
(17" 'January' 1977), p.4 
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Walsh, Brendan, "Labour Market Strategies', in Dowling, BR, and ,loe Durkan (editors), Irish Economic Policy: A Review o f  Major
Issues. Keonomic Social Research Institute, Dublin, 1978, p 226

Dowling, Brendan, Integrated Approaches to Personal Income Taxes and Transfers, Stationery OtTicc (National Ixonom ie and
Social Council), Dublin, 1977, p p .19/20 
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he described it as ‘anomalous and undesirable if  an unemployed person, in effect, suffered 

financially by virtue o f seeking and accepting a reasonable job  offer’.

Ryan also strengthened inspection staff to assess dubious claims, and statutory penalties on

employers who abused the system, and made income from unemployment and disability

benefits, pay-related and redundancy payments assessable for differential rent purposes.^

There were also proposals by employers, Fine Gael elements and the subsequent Fianna
211Fail Government, but opposed by Labour, that short-term unemployment benefits be 

taxed to ensure, as employers termed it, ‘equity and remove distinction as between...
9  1 9incomes o f those at work and those in receipt o f benefit’.

Personal lax reform and enterprise

l  able 1: Amendment o f personal tax structure, 1977 Budget (source- n a i  i c t u  Papers, Hox 399
National Wage Agreements 1976, 1977-78, Wage Talks 1977-78 folder, “Irish Congress o f  Trade Unions Executive Council- Pay and 
Taxation in 1977, November 1977”, p.2)______________________________________________________________________________________

Old Structure New Structure
Taxable income- Taxable income-
First £1,550 26% First £500 20%
Next £2,800 38 ‘/2 % Next £1,000 25%
Next £2,000 49 '/2 % Next £3,000 35%
Next £2.000 60 '/2 % Next £1,500 45%
Next £2,000 71 */2% Next £1,000 50%
Balance 77% Balance 60%

These counter-measures, however, treated only symptoms rather than the disease, the 

income tax burden, which Governments sought to address from the mid-1970s. A central 

proposal o f its 1976 Green Paper, the Coalition reduced income tax rates in the 1977 

Budget as it sought to encourage economic expansion and income moderation (Table 1). 

Against the backdrop o f the social welfare controversy. Garret FitzGerald supported relief 

for the ‘less w ell-off and most numerous sections o f taxpayers’; the ‘lowest rates 

applicable could... have overall effects on effort and productivity (e.g. willingness to work 

overtime and meet delivery dates and the like)’. While the rates appeared moderate

NAl DT 2006/133/465, “Extract from Financial Statement o f Minister for Finance” ; Dail Eireann. 28"' .lanuary 1976- col 659;
11.1 IMA Brendan Corish Papers Box 2, “The Legislative Work o f  the National Coalition Government, 1973-1976- Office o f  the 
Parliamentary Secretary o f  the Taoiseach, .lanuary 1977”, p.41; and 11.1 IMA Brendan Corish Papers Box 2, “The National Coalition- 3 
years at work- Social W elfare” , p.2; National Ixonom ic and Social Council, Universality and Selectivity: Social Services in Ireland. 
Stationery Office, Dublin, 1978, pp 108/09 
211

Brown interview

NAI ICTU Records Box 399 National Wage Agreements 1976-1977-78, I'older 2292 Tripartite Talks, " fri-partite Conferenee- 
Statement by the Irish tlm ployers’ Confederation at the meeting o f  the Tri-partite Conference held at 3 .00pm on the 22'“* October 1976, 
at the IMl headquarters. Sand) ford” , p.3; also Development fo r  Full Employment- Laid by the Government before both Houses o f  the 
Oireachtas June 1978. Stationery Of fice, Dublin. 1978, p.79
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compared with the top rates they had to be ‘viewed against the economic and social 

background o f  those who have to pay them and... in the hght o f  the complete tax 

exemption accorded to unemployment benefits’.̂

Finance similarly noted lower taxation, and therefore potential rewards, ‘would greatly 

increase incentives to strive for greater earnings. Such stimulus to work and initiative 

would operate at all income levels and could have very valuable effects on the economy 

generally’.̂ ''* Similar views were voiced in Fianna Fail’s 1977 Manifesto, which
2 1 Scommitted to relieving the personal and company tax burdens. ' Importantly, in the 

context o f encouraging enterprise and risk-taking, the Coalition also reduced the top 

income tax rate in its final Budget from 77% to 60%; this partly involved abolition o f the 

10% income tax surcharge imposed in the counter-inflationary supplementary budget o f 

June 1975. The issue o f the higher marginal tax rate, and therefore income inequality, was 

increasingly emphasised after 1973 as important in driving economic growth and 

enterprise, especially in a country like Ireland with a tradition o f  emigration.

The idea o f income inequality was central to the approach to fostering enterprise during the 

1960s. As Jack Lynch explained in 1966. differences in incomes were necessary if 

individual effort was to be adequately recompensed and incentives to increased production 

effective; he explained social redistribution was an accepted obligation o f  Government,

‘but not. o f course, to the extent o f  carrying redistribution so far as to stifle the personal 

effort and enterprise on which economic expansion depends’. ^ T h i s  accounted for 

Finance’s rejection o f ICTU criticisms, voiced in the late 1950s, o f the easing o f the
2 I 7income tax burden on higher earners. One official, probably TK Whitaker, wrote o f 

unions ‘the propaganda they are now so pervasively fostering which, though formally 

expressed.... as condemnation o f excessive differences between incomes, is really aimed at 

spreading a sense o f inequity about differences as such’ (W hitaker’s emphasis). He thought 

it ‘important to avoid being trapped by trade union manoeuvring into becoming guilt

conscious about differences in income. Most socialists don’t expect everyone to be paid the

NAl DT 2006/133/320. “Minister for Foreign Affairs- Reference- Memorandum for Discussion by Cabinet Sub-Committee on the
Hconomy- Planning and Policy” , p.3
214

NAl DT 2007/116/114, “Memorandum for the information o f  the Government- Personal Taxation, SI** December 1976", p.8
215

Martin O ' Donoghue Papers- 1 he Ixonom ic Eimergency- I he 1-ianna Fail Proposals September 1976, p. 17

NAl DFIN 2001/3/111. “Finance official (possibly TK Whitaker, to fadgh O ' Cearbhaill, Department o f  the Taoiseach, 7"' March 
1966”

Irish Congress o f  Trade Unions, I'irsi Annual Report. 1959, p.45

355



same; and neither Pope John nor any other Pope (so far as I am aware) considered equality
9  1 8o f human dignity depended on equaHty o f  incomes!’

With the fiscal drag o f  the 1960s, however, and onset o f the First Oil Shock, the income 

differences and incentives this approach sought to establish were gradually eroded. Fiscal 

drag meant that while in 1974 85% o f taxpayers were in the first band o f taxable income 

(26%) and higher rate taxpayers accounted for only 15%, by 1976 these proportions were 

approximately 46% (within the 26% income tax rate) and 54% (chargeable at the 38.5%
9 1 0income tax rate or higher). Ireland’s personal taxation also compared unfavourably 

internationally. By the mid-1970s Ireland had the second highest marginal personal income
9 7 0tax rate in the EEC, applying at a point far lower than any other member state. By 1973, 

liability to the maximum 80% rate arose at earnings o f £8,800 for a single person and 

£8,995 for a married person; this compared with £20,595 and £20,775 respectively for 

Britain’s top 75% rate.^^'

Table 2- Range between the upper limit o f lowest tax brackets and lower limit o f highest 
tax bracket, as a multiple o f  average male industrial earnings 1974 (source: Dowling, Brendan,
Integrated Approaches to Personal Income Taxes and Transfers. Stationery' GfTice (National Kconomic and Social Council), Dublin, 
1977, p.38)________________________________  ' ______________________ ___________________________

Lowest rate Highest rate Ratio o f range to 
average earnings

Belgium 30 66 14.5
Denmark 32.4/41.4 57/66 1.1
France 5 60 3.4
Germany 19 53 4.6
Italy 10 72 207.5
Netherlands 25 71 5.4
United Kingdom 33 83 6.1
Ireland 26 (20 in 1977) 80 (60 in 1977) 3.1 (1.1 in 1977)

By 1975, prior to introduction o f  the 10% surcharge, but after its reduction in tandem with 

introduction o f the Wealth Tax, Ireland’s 70% top tax rate, which applied at £11,731, 

compared with 83% (£21,436) in Britain; 82% (£327,900) in Italy; 72% (£49,000) in

NAI DFIN 2001/3/111, “Finance official (possibly TK Whitaker, to I'adgh O ' Cearbhaill, Department o f  the Taoiseach, 7"' March 
1966”
219

NAI DI 2006/133/319, “Memorandum tor Cabinet Sub-Committee on the I-xonomy- Amendment o f  I ax System to encourage 
growth, 11"' .lune 1976”. pp.4/5

NAI D 'f 2006/133/319. “Memorandum for Cabinet Sub-Committee on the Kconomy- Amendment o f  fax System to encourage 
growth, 11'*' ,lune 1976”, p.4; NAI DT 2006/133/191, “Memorandum for the Government- Control o f  Public Expenditure 6"' February 
1976 (subsequently withdrawn from Cabinet agenda)”, p.5 
221

NAI D 'f 2004/21/697, “Secret: Memorandum for the Information o f  the Government- The Irish fax System, 25"' September 1973”,
p.23
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Belgium ; 71% (£26,530) in the N etherlands; 60%  (£34,000) in France; 57%  (£17,130) in 

Luxem bourg; 56%  (£47,100) in G erm any, and 39.6%  (£7,020) in D e n m a r k . T h i s  was 

m eanw hile also in a context in w hich incom e differences w ere reduced, w ith significant 

com pression o f  the Irish tax system  in com parison w ith other EEC m em ber states (Table 

2). This was part o f  a trend in the 1960s and 1970s in which there was a narrow ing o f 

incom e differentials between higher and low er incom e earners, which business 

organisations claim ed had a stifling effect on m otivation, the striving for greater earnings, 

and ultim ately enterprise.

N ESC quantified the extent o f  this erosion o f  living standards on the higher incom e 

brackets. A djusted for inflation, in 1965/66-1974/75 senior adm inistrators, m iddle 

m anagem ent, executive and clerical officers suffered falls in post-tax earnings o f  15.3, 

12.1, 9.1 and 2.9%  respectively, com pared w ith increases for skilled, unskilled and
223agricultural w orkers o f  14, 26.5 and 33.9%. The Irish M anagem ent Institute described 

m otivation as key to increased investm ent, criticising the erosion o f  living standards ‘o f  

those carrying the risk in our industrial sector... relative to o ther industrial 

rem uneration’.̂ '̂* The Institute com plained an 'excessively  punitive tax structure’ m ade it 

‘increasingly difficult for com panies to rew ard m anagers for additional w orkload and 

responsibilities’; this, it warned, w ould lead quickly ‘to a situation where drive and 

initiative will stagnate and... people are reluctant to move into the higher risk positions at 

the top because o f  significant rew ard’.

The Confederation o f  Irish Industry was also critical o f  the squeezing o f  differentials, 

arguing they extended beyond m anagerial grades, leading to loss o f  enthusiasm , energy 

and initiative, which people norm ally brought to bear; this w as a cost which could not be

NAI DFIN F22/29/75 (uncatalogued), "M aximum Rates o f Personal Direct Taxation in EEC Countries

National Ixonom ic and Social Council, Report on Public Expenditure, Stationery Office, Dublin, 1976, p 17; Irish employers had 
slightly differing figures in 1977- a 10.2% increase for the average male industrial worker, and 28.7% decrease for senior management 
in the first half o f  the 1970s- NAI DT 2007/148/429 . "Irish Employers' Conl'ederation- Submission to Government at Meeting Held on 
II'"O ctober 1977”, pp.4/5 
224

NAI DT 2006/133/394, "Irish Management Institute- Economic and Social Development, 1976-1980- A Submission to the 
Government presented on behalf o f  the members o f  the Institute to the Minister for Finance Mr R Ryan TD by the Chairman o f  the 
Council Mr Rl Morrison, November 1976 '. pp 4/5; Fine Gael’s .lust Society policy document echoed concern at the disincentive effect 
high marginal rates o f  personal tax were having on those o f  managerial experience- Fine Gael Policy 1965- "Towards a Jusi Society". 
p. 12 and p 14

NAI DT 2006/133/394, "Irish Managetnent Institute- l!conomic and Social Development, 1976-1980- A Submission to the 
Government presented on behalf o f the members o f  the Institute to the Minister for Finance Mr R Ryan TD by the Chairman o f  the 
Council Mr RI  Morrison, November 1976", pp.4/5
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estimated, ‘but which can and should be eliminated’.T h ro u g h o u t  the 1970s it therefore 

called for a cut in the top income tax rate to 50%, with the small number liable meaning no 

major Exchequer loss. It described lower rates in other countries as not the ‘accidental 

outcome of economic need’, but the ‘deliberate result of Government policy directed 

towards providing the individual with incentive to utilise to the full his ability in terms of 

work and enterprise’.

This was echoed by Dermot Nally in the Department of the Taoiseach, who was critical 

even of the 60% tax rate: ‘I do not think discussion of a maximum rate of personal taxation 

o f 60% is productive. If a person will not undertake some form of enterprise in order to 

retain 23% of what he earns (a reference to the 77% tax rate)... it is hardly likely that he 

will do so if he is allowed to retain 40% of what he earns. I think that if this sort of change 

is to be made it should be large and dramatic. The cost of a 50% maximum rate o f income 

tax is not great but its impact on attitudes and investment could be most marked’. This 

was important in the context of Ireland’s tradition of emigration, particularly o f people in 

their most productive years. There was a tradition of skilled or ‘pull’ emigration from
99QIreland to higher income economies; as 1969’s Third Programme argued, emigrants

230were ‘often the very people who bring about change and growth in the economy’.

Nally noted the increasingly internationalised labour market of the 1970s, and how people 

tended to ‘have their salaries paid, if not to live, where taxation is lower, and certainly 

spend more if they can in buying goods there’. Both harmed the high tax economy and the
9 T  I

employment it could give. As Mjoset later argued, emigration reinforced a weak national 

system of innovation; only if it was stemmed could the ‘supply of entrepreneurship be 

secured’. T h e s e  were arguments echoed by the CII, which contended high tax rates fell 

heavily on those most capable of emigrating, potentially posing a ‘serious obstacle to

NAI D T 2006/133/586, ' ‘Statement by Mr ,111 Donovan, President, Confederation o f Irish lndu.stry, at Tripartite Conference, on 27 
September 1976, at 3pm at Government Buildings”, p 3

TNA FCO 87/193, Folio 27 “Confederation o f  Irish Industry- Submission to the Minister for Finance Prior to Budget 1973”, pp.6/7

NAI DT 2007/116/114, 'N otes on Finance memorandum on Possibilities for Amendment o f Tax to lincourage Growth o f Production 
and limployment, 29"' .luly 1976'
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Economy. Gill and MacMillan, Dublin, 1972, p. 197; Carter, Charles, Hugh Beaver, Patrick Lynch, and CA Smith, The Irish Economy 
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fu ture industrial growth if  it deprives industry o f  the services o f  com petent m anagerial
• 233execu tives’. It considered one o f  the m ost im portant necessities for the future o f  Irish 

industry to be the retention o f skilled labour and upper m anagem ent, believing it to have a 

significant influence on the rate o f  grow th o f  each firm: ‘In order to  achieve full 

em ploym ent rapidly it is therefore essential... to ensure... taxation levels are not out o f  line 

internationally’.̂ '̂*

W hile initially resulting in greater inequality, econom ic liberalism ’s incom e inequality or 

incentive approach was view ed by its advocates as ultimately egalitarian in driving 

econom ic growth and innovation, and ultim ately em ploym ent creation, which it was 

argued would result in greater e q u a l i t y . T h i s  argum ent w as advanced by Fianna Fail’s 

M artin O ’ Donoghue, who in 1979 explained his G overnm ent’s ‘basic philosophy is to 

encourage effort and enterprise’; ‘In this w ay the cake can be m ade bigger’, allow ing the 

m axim um  increase in living standards for all. O ’ Donoghue explained how inequality was 

the ‘vehicle for bringing about the biggest increase in living standards for the poorest’. Its 

success in turn prom ised m ajor psychological effects, with increased em ploym ent 

opportunities offering a ‘m assive transform ation in poorer peop le’s attitude to life, their 

en joym ent’. This would help counter insecurity and ingrained pessim ism  in w orking class 

areas.

M oves in this direction, however, appeared constrained by the incom es policy realities o f 

the period, and the pursuit o f  w age m oderation; with ICTU responding critically to the 

60%  tax rate in 1977, other officials rejected em ployer calls for a cut to 50%: ‘A fter the 

dram atic reduction o f  the top rate from  77%  to 60% ... any further reduction would cut no
237ice with the trade unions- whose restraint the tax cuts were supposed to be buying’. This 

divergence betw een senior civil servants and trade unionism , in its critique o f  the profit 

m otive and the shortcom ings o f  the Irish private sector, in turn raises a question. W as this 

fundam ental divergence an influence on the inability o f  policy m akers and trade unionism  

to evolve a m ore perm anent social partnership during the 1970s? And was the public

TNA FCO 87/193, F'olio 27 "Conrederalion o f  Irish Industry - Submission to the Minister for Finance Prior to Budget 1973”, p,6 

Ibid. pp.6/7
235
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"Our basic philosophy is to encourage elTort", The Irish Times. I'ebruary 9"' 1979 (interview with Martin O ' Donoghue)
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service faith in private enterprise, viewed as complacent by trade unionists, similarly 

reflected in its approach to trade unionism? Did absence o f pressure or a genuine crisis 

mean key Government departments never had to come to an accommodation, or proper 

understanding, o f  the trade union viewpoint?

O ’ Donoghue, despite his liberalism, showed him self far more flexible than senior officials 

such as Dermot Nally in his approach to trade unionism, particularly in the National 

Understanding. On the part o f  senior civil servants, however, there was scope for enhanced 

understanding o f trade unionism through bodies such as the NIEC and NESC during the 

1960s and 1970s. The studies o f  these bodies, however, were only gradually moving into 

areas o f major economic and social significance. And even then, Governments tended to 

maintain, on democratic grounds, the non-binding nature o f NESC recommendations.

Some o f the briefings offered by Dermot Nally in the later 1970s suggest such an outlook, 

which implicitly reflect the ‘liberal’ critique o f corporatism, which viewed trade unionists 

or similar interest groups as ‘insiders’, which tended more to self-interest rather than the 

interests o f  the community at large; this was perhaps influenced by the militancy o f  the 

period, and ICTU’s resulting weakness.

This was reflected in a briefing delivered to Jack Lynch’s successor as Taoiseach, Charles 

Maughey, as the National Understanding with the ICTU input into policy making fell for 

renewal in July 1980. Nally wrote that he regarded it as ‘anomalous that persons who are 

not elected, and have no representative capacity, other than as heads o f  organisations set up 

to cater for the needs o f employees- not o f farmers, the self-employed, those on welfare, or 

the public generally- should be given the right, if  not the power, to dictate the form and 

shape o f Government policy on issues which are far removed from their sphere o f 

responsibility. The Trade Union representatives are negotiators, not persons charged with 

responsibility for the public interest. They will try to get the best deal they can for their 

own members, irrespective o f  the public good. This is not a criticism o f  them. It is simply a 

recognition o f what are the purposes for which they exist’.̂ *̂ The sentiments expressed do 

not suggest a line o f thought amenable to fully accommodating trade union concerns.

T 3 0
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Enterprise and the industrial skills shortage

In seeking to strengthen domestic enterprise in the inter-oil shock period, Irish policy 

m akers w ere not ju st dealing with a w eak industrial and risk-taking tradition, but also a 

traditional bias i f  not prejudice against industrial activity in Irish society, which had to 

broken dow n in order to advance the developm ent o f  indigenous enterprise. This was 

reflected in an industrial skills shortfall during the period, which affected not ju s t the 

entrepreneurial pool, but also the Irish econom y’s capacity to m aintain the inflow  o f 

dynam ic foreign enterprises on w hich the econom y was reliant. This skills shortage was 

illustrated in the Irish debate on w ork-sharing that emerged from the m id-1970s, w hich 

itse lf underlined the extent o f the em ploym ent challenge confronting Irish policy m akers in 

the w ake o f  the First Oil Shock.^^^

W hile elem ents were exam ined by the C oalition , exam ination o f  work-sharing w as m ainly 

advanced by the 1977-79 Fianna Fail adm inistration, paralleling increased interest at EEC 

and O ECD  level. Arising out o f  the capital-intensive shift in industry and services, in 

prom oting the option M artin O ’ D onoghue inform ed Cabinet in 1978 ‘with the rapid pace 

o f  technological change and... grow ing dem and for jobs the traditional m ethods for 

prom otional job  opportunities may no longer be sufficient o f  their own accord’.

Previously practised during the Great D epression,^“̂ ' international interest in w ork-sharing 

w as provoked by the generalisation o f  unem ploym ent after 1973; EEC-9 unem ploym ent 

averaged 6.3%  in 1978.^^^ In the interests o f  m aintaining com petitiveness, the options 

involved a redistribution o f  resources, effectively incom e-sharing, from those w ith gainful 

em ploym ent to the unem ployed or new labour-force entrants.^"*^ For the Irish authorities 

the op tion ’s secondary role in alleviating Irish unem ploym ent was stressed, urging 

expansion at EEC-level;^"’'* Irish briefing notes nevertheless described w ork-sharing’s 

alternative as potentially ‘serious social unrest, particularly am ongst young people who

"No work sharing without income sharing- O ' Donoghue”, The Irish Times. 17“' May 1978, in DI'A 2009/120/873; also see 
Development for Full EmploymenI- Ixtid  by the Government before both Houses o f  the Oireachtas June 1978, Stationery Office, Dublin, 
1978, p.65

NAI DT 2008/148/492, "M emorandum for the Government- Green Paper on National Development- Options, 10"' May 1978”, p 7
241
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Paper), 24"' I'ebruary 1978”, p.8 
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II- Background Notes”, pp.25/26; NAI IC'fU Records Box 400 National Wage Agreements 1979, folder 4024 Tripartite Standing 
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Study of Overtime working in Ireland- Department o f Finance, .lune 1980", p. I (for non-adverse effect on competitiveness reference)

NAI DFA 2009/103/252, “Social AITairs Council- 15 May 1979, Dralt Brief- W orksharing” , p.l
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cannot secure employment and also a heavy burden o f  social expenditure on income 

maintenance’.

Work-sharing was com posed o f  several different options. The first o f  these was 

elimination o f  double-jobbing, a common practice in Ireland which often escaped taxation 

as part o f  the ‘Black econom y’; there were differing estimates that either 3 or 7% o f  the 

working population was involved, particularly those with special skills or qualifications.^''^ 

There was also phased or early retirement, which reduced the manpower pool. Ireland was 

notable for its high participation rate for those aged 55+ in the workforce, particularly 

elderly, self-em ployed f a r m e r s . E v e n  in Dublin 93% o f  men aged 55-64 and 32% 65 or 

over were classified as econom ically active in 1971, compared with EEC averages o f  74% 

and 10%. Contributory factors were the sharp reduction in living standards on retirement, 

the State pension entitling a claimant to somewhat less than half the average take-home 

pay o f  a male industrial worker.

This option’s effectiveness was complicated, however, by Ireland’s exceptionally high 

dependency ratio, with a third o f  the population under 15 and low female participation rate, 

and employer concern over increased occupational pension scheme c o s t s . F u r t h e r  

options included reduction o f  the working week, advocated by the European Trade Union 

Confederation in its call for a 35 hour week, but which in official eyes entailed income- 

sharing; this was opposed by trade unions, adamant wage earners should not be expected to 

carry the cost o f  the reduction.^'*’® This followed a general decrease in working hours from
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2^1the early 1960s, albeit in the context o f  higher growth. ' Finally, there was elimination o f  

excessive overtim e, which implied reduction o f  the maximum working week; this was 60 

hours in the 1970s, made less attractive by the disincentive effects o f  the progressive 

income tax system.

Work-sharing’s limitations in 1970s Ireland were apparent. The FUE recognised the desire 

o f  most people to work for higher living standards, ' while economist Brendan Walsh 

compared the idea o f  the employed sacrificing income to the ‘often repeated call for wage 

moderation’; rather than relying on increased competitiveness, it rested on ‘redistributing 

an essentially static level o f  total employment between different groups in society’.̂ *’'*

ICTU also rejected as unrealistic trade unionists falling ‘into the trap o f  taking wage cuts in 

order to spread inadequate wages still more thinly among our members’. " Congress 

agreed in the National Understanding, however, to co-operate on elements o f  work

sharing, conscious with ‘expanding technology... a private enterprise society would not be 

able to achieve full employment on the basis o f  existing hours and forms o f  work’.̂ '*’̂  It
2^7supported reduced working hours to offset the effects o f  labour-saving devices, ‘ and

condemned double-jobbing at a time o f  high unemployment, albeit in the context o f
2^8advocating a national minimum income. '

The most practical limitation o f  work-sharing in the later 1970s, however, was identified 

by employers. Work-sharing as a concept was unattractive to employers in any case.
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1979", p.5
NAI DFA 2007/111/1580 O IX 'I) Youth Unemployment and Kmployment, “Organisation lor Economic Co-operation and Dcvelopment- 
Preparations (or High-Level Conference on Youth Unemployment- TUAC Document on Youth Unemployment, 12"' December 1977", 
p. 14 (union opposition to income-sharing)
■’51

NAI DI'A 2009/120/873, '■Summary of the speech by Vice-President Vredcling to the Irish Management Instilute, Killarney, 28 
April 1978”, p.l

Also see Michael O ' Leary proposal lor the discouragement o f  overtime and double-jobbing, possibly through the taxation or social 
welfare code, in the context o f the Coalition's 1976 Planning exercise- NAI DT 2006/133/321, “Department o f  Finance Comments on 
Memorandum o f  13 August 1976 from Minister for Labour, relating to Hmployment Aspects o f  Draft Green Paper, which was circulated 
to members o f  the Cabinet Sub-Committee on the Economy on 19 August 1976, 27"' August 1976”, pp. 5/6

“W ork-sharing not the answer, say employers” . The Irish Times. 2"^ October 1978, in NAI DFA 2009/120/873
254

Walsh, Brendan, Worksharing and the Unemploymenl Problem in Ireland- a discussion o f  the scope fo r  alleviating unemployment through  
various worksharing measures- Report to the Federated Union o f  Employers. Federated Union o f  Employers, Dublin. 1979, p.5 

“ ICTU leader lists terms for work-sharing". The Irish Times. S"* July 1978. in NAI DFA 2009/120/873

NAI DT 2009/135/132, “ Irish Congress o f Trade Unions- Motions carried at the twenty first Annual Delegate Conference held in the 
Astoria Ballroom, Bundoran on the 3'^ to the 6"' .luly 1979”, pp.2/3; NAI DT 2010/53/684 “Irish Congress o f  Trade Unions- Report on 
implementation o f  non-pay elements in National Understanding for Economic and Social Development- May 1980”, p.2 
National Understanding for Economic and Social Development- Government: Employer and Industry Organisations: Irish Congress o f  
Trade Unions July 1979. pp.4-6

Irish Congress o f  Trade Unions, Eighteenth Annual Report- 1976 Galway, p.587 and p.589; Irish Congress o f Trade Unions, Twenty
Second Annual Report- 1980 Belfast, p.244 
258

Irish Congress o f  Trade Unions. Nineteenth Am m al Report- 1977 Limerick, pp.421-3

363



entailing additional recruitment, training and supervisory costs; this particularly applied to 

the Fianna Fail Government’s favoured option o f eliminating excessive overtime.^^^ They 

also, however, pointed to the inadequate industrial skills base in Ireland which might have 

productively absorbed the surplus labour force. Longstanding in Ireland’s traditionally 

agricultural economy, this was credited with a major part o f Ireland’s structural
" ) f \  Iunemployment problem during the 1960s. Foreign industrialists in the 1960s complained 

how school-leavers, particularly in rural areas, had no idea o f the disciplines demanded by 

industrial employment; agricultural workers were also sometimes found difficult to train in 

industrial processes.

Shortages, it was claimed, also reflected a longstanding bias or prejudice against industrial 

activity or employment in Irish society, which affected the pool o f entrepreneurial talent. 

Explanations o f  this bias pointed to the legacy o f  the risk-averse pre-1960s economy, and a 

prejudice against industrial employment, particularly in rural areas and small towns, in 

favour o f more socially prestigious work.^^^ Higher social prestige attached to clerical 

employment (e.g. civil service, banks) and the professions (medicine and the law), which 

traditionally made people less willing to engage in industry, or to encourage their children 

to do so, even if  the potential monetary rewards were high.^^'^ Several o f those interviewed 

for this thesis suggested this was reinforced by the poor image o f protectionist industry, 

particularly the quality o f employment, job security, and product quality. ' One recalled 

an anecdote in which, at the end o f  a factory tour by a group o f schoolgirls, a nun warned 

‘that’s what will happen to you if  you don’t do well in the leaving cert!’^̂ ^
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Such attitudes w ere reflected in a traditional academ ic or generalist bias in the Irish 

education system , at both post-prim ary and university  level. The Catholic Church, Irish 

education’s dom inant force until the 1960s, was also instrumental in side-lining technical 

instruction, w ith its connotations o f  rural depopulation, urbanisation, and a lesser hold on 

Irish m o r a l i t y . T h e  im plications o f  this bias were highlighted by econom ist Kieran 

Kennedy during a 1975 trip to D enm ark, w here he encountered Danish scepticism  about 

academ ic education in encouraging econom ic developm ent, ‘on the grounds... such an 

education often inhibits rather than fosters creativity  in regard to the production side o f  

industry’. Som e added that ‘since academ ic education rendered its recipients literate and 

vocal in dem anding their ‘righ ts’, there could be serious social unrest in the event o f  their 

rem aining unem ployed’!̂ *̂

Even as Irish G overnm ents began to em phasise m anpow er policy from  the 1960s, this 

legacy therefore served to frustrate econom ic policy objectives. The introduction o f  free 

secondary education in 1967 was seen to further underm ine a rebalancing betw een 

academ ic and technical education sought during that period; its introduction received a 

cold w elcom e from  business, w hich concluded it would raise expectations away from 

i n d u s t r y . F o r e i g n  industrialists com plained o f  students unsuited to academ ic education 

being turned into ‘m isfits’ by secondary education, and reduction o f  the num bers prepared 

to take up factory e m p l o y m e n t . T h e  rigid system o f  pay differentials also frustrated the 

establishm ent o f  an adequate skills base; by preventing com petitive earning power, the 

wage was precluded from  playing an equilibrating role, and transferring m anpow er to
y 1 272

bottlenecked areas o f  the econom y." Skilled professions, traditional ‘w age leaders’, 

experienced an average unem ploym ent rate o f  1% during the 1960s, while general 

unem ploym ent averaged 6%.
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In the later 1960s the OECD consequently observed a ‘relatively low standard o f  training, 

especially in basic industrial sk ills... amongst some important groups o f  the labour force in 

Ireland’. I t  later speculated as effective growth constraints shortages might diminish 

Ireland’s attraction to overseas investors. ' NESC agreed in 1974 that shortages in a 

number o f trades could ‘become so acute as to threaten the economic expansion which the 

country needs’. With the shift to more capital-intensive modes o f  production, this skills
277  •base became vital. The IDA continually highlighted shortages amongst engmeers, 

technicians and skilled craftsmen from the early 1970s, blaming them on a lack o f 

awareness among school-leavers o f the range and quality o f  jobs available in modern
278industry, lack o f  aspiration to a career in industry and traditional prejudices. The 

Authority argued the ‘ability o f  new industries to grow to full production depends on the 

availability o f the required numbers o f skilled workers’, with shortages limiting the
279attraction and expansion o f  certain types o f desirable industries.

Enhancement o f the skills base, especially in a more competitive foreign investment 

climate, therefore became central to economic recovery efforts in the wake o f the oil 

shock. Various initiatives were introduced from the early 1970s to help address the skills 

deficiency. The IDA began to liaise with AnCO. the Departments o f Labour and

Education, and Regional Technical Colleges (RTCs) to meet job  requirements; the latter
280were specifically established to help fulfil the need for a highly-skilled workforce.

Continuing shortages or mismatches, however, were reflected in National Manpower

Service (NMS) campaigns o f the early and late 1970s, periods o f high unemployment,
1which sought to attract home skilled emigrants to fill vacancies.
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The Coalition meanwhile considered the skills shortages during the 1976 Green Paper 

process, at a time when o f 4,500 degree-level graduates (1976), only 222 were known to 

have found jobs in Irish i n d u s t r y . L i a m  Cosgrave asked whether the numbers oriented 

towards scientific and technological subjects was ‘best in our circumstances?’: ‘There is 

not much point... turning out thousands o f  students annually with qualifications which 

cannot be used in the situation which is developing’. Garret FitzGerald also felt 

education ‘over academic’: ‘With projected growth in young job  seekers it would be all the 

more unfortunate if  poor employment prospects in future years were to be compounded by 

mismatching o f educational attainments offered by applicants and technological skills 

demanded by em ployers’.̂ *'*

These concerns were followed by establishment o f  the National Board for Science and
Q C

Technology (NBST) in 1978, partly to better integrate education with industry; " as NESC 

later wrote, a well-developed infrastructure o f research institutes, universities, and firms 

developing and applying new technologies was necessary to advance the pace and pattern 

o f industrial development, allowing Irish firms to compete in products embodying the most 

advanced technologies.^**^ A Tripartite Manpower Consultative Committee, on which the 

IDA was represented, was also established in the late 1970s. to identify skilled labour 

shortages, especially those likely to restrict industrial expansion and job-creation; this was 

after the IDA created a sense o f crisis around the issue, calling a meeting o f the Higher
287Education Authority, and securing increased funding from Government.

The Committee’s work led to the establishment and expansion o f third-level technological

courses, including courses to convert science, engineering and other technical graduates to
288electronic and computer science competencies. Importantly, the Committee also sought 

to alter attitudes towards industrial employment through school career-guidance, school-
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980industry links, and greater emphasis on technological education. Its work, however, at 

least initially, appeared to meet with indifference from the Department o f Education, 

whose attitude was one o f ‘we educate people for life, not for j obs ’ This indifference 

appeared to subside, however, once the Com m ittee’s work began to attract substantial 

funding from the EEC social fund.^^' That hopes for these initiatives were nevertheless 

medium to long-term were indicated by activation o f the National Understanding’s 

Employment Guarantee in late 1979, which found no evidence o f  an unemployment 

problem among skilled workers such as required for capital-intensive work; it 

consequently focused on providing ‘essentially unskilled and relatively low-grade job
. . ,  292

opportunities .

This was a reflection o f the challenge that faced the M anpower Consultative Committee in 

the later 1970s. Its 1979 report underlined some o f  the social prejudices that persisted 

about industrial employment, such as differences in work environment and physical 

working conditions; different images o f white collar and blue collar employment; lack o f 

security o f employment and the poor image o f  job content associated in some minds with 

industrial employment; as well as improved educational standards now being reached by 

large numbers o f  the school-going p o p u l a t i o n . I D A  managing director Michael Killeen 

placed the challenge in the context o f the recent nature o f Ireland’s industrialisation drive; 

‘It’s only a decade old. We must try to shape attitudes, to prepare people for this type of 

career... In rural Ireland the percentage o f those expressing a wish to go into industry is 

very low. There is misunderstanding about the nature o f  modern industry. We must push 

the idea... it’s well-paid work, often in near-laboratory conditions, entailing a high degree 

o f job  satisfaction’.^ '̂'

‘Fur coat but no breakfast Domestic enterprise and public expenditure 

A basic question o f the inter-oil shock period, however, was whether social aspirations, 

particularly expectations o f continuously rising living standards, were compatible with the
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m easures necessary to strengthen dom estic enterprise, either through State intervention or 

encouragem ent o f  the private sector. Overcom ing the economic crisis was generally seen 

to require m oderation, and the prioritisation o f  investment over consum ption, but 

inflationary expectations and dem ands on the State, likely influenced by the conduct o f  

G overnm ents them selves, persisted even after the First Oil Shock. Labour’s Brendan 

Halligan pointed to the Irish pub lic’s am bivalence in 1976, highlighting the need for 

reductions in private and social consum ption to perm it capital form ation, and the pub lic’s 

reluctance to slow  down grow th in living standards ‘so that everybody has a liv ing’.

Richie Ryan also adverted to the need for m oderation, stressing Ireland’s econom ic 

survival did not call for m ajor sacrifices such as ‘risk to life... abandonm ent o f  w ives and 

fam ilies, or the other sacrifices associated with w ar’; merely ‘com m on sense, a little 

patience, m ore give and less take... a readiness to forego a little today so... we and our 

children can have a better t omor row’. I n  spite o f  taxation being w idely felt excessive 

after 1973, how ever, and repeated political references to this reality, pressure persisted not 

for reductions in public expenditure but further increases: even, N ESC observed, from  

those who saw the level o f  expenditure as a source o f  econom ic difficulties.^^’ Justin 

Keating com plained how em ployers in their approaches to Industry and Com m erce, while 

calling for less public expenditure, said ‘give us more m oney’.̂ '̂ **

The role o f  G overnm ent in m aintaining this level o f  expectation and cutting across its 

w ider econom ic policy objectives, especially in a com petitive electoral environm ent, has 

been alluded to throughout this study. Jack Lynch identilled in 1978 a tendency to look 

increasingly to the State ‘not only to take care o f  those genuinely in need o f  assistance but 

also to provide for a great m any others’. Y ielding to the tendency rather than checking it, 

he warned, m ight lead to a full scale taxpayers revolt, ‘and... those who have a good claim  

on our support w ould suffer in com m on with others’. G o v e r n m e n t  action, however, 

appears to have helped underpin persistence o f  the continuous growth perception into the
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late 1970s. As previously noted, the Central Bank particularly criticised deficit budgeting 

for helping maintain ‘unwarranted expectations’. In 1974 Brendan Corish anticipated the 

difficulties the continuous growth perception posed with the onset o f the oil shock. By 

instilling an expectation ‘this year will be better than last, and next year even better again’, 

it made difficult the realisation ‘for the next few years at least these expectations cannot be 

realised’. W a s  this persistence, however, also a reflection o f  the reach o f the Irish State 

by the 1970s, as public expenditure accounted for over 50% o f  GNP, and the vested 

interests this created?

Corish went on in 1976 to criticise attacks on tax increases and the size o f the budget 

deficit, demands for tax cuts, and calls for increased Government expenditure: ‘Not even 

the Six Million dollar man could cut taxes, increase expenditure and eliminate the deficit 

all at the one tim e’.̂ **' Public expenditure’s direct payment o f  individual and group 

incomes created strong vested interests in its maintenance and expansion. Brendan 

Corish attacked the sectionalism o f some o f  these groups in 1974, alarmed that ‘never 

before have there been so many pressure groups, demanding, competing, and sometimes 

contradictory, concessions from the State by way o f  subsidies, grants, increases in incomes 

or fees or other concessions by way o f  lower taxes, rates or repayments’. T h e  numbers 

o f individuals and groups whose incomes were directly affected by Government decisions 

constantly grew in the 1970s, however, helping, as civil servant Wally Kirwan argued, to 

increase a strong coalition o f interests in favour o f increased public expenditure. By 1976 

their numbers exceeded the total active labour force: 270,000 public servants, part o f the 

latter, and 951,000 welfare recipients, against the total 1,137,000 acfive workforce.

Whatever their origin, prevailing mindsets and disciplines, besides impinging on the 

prospects for stimulating domestic enterprise, o f  course threatened to impact on the 

continued inflow o f foreign enterprise, through the spurring o f inflation, an intolerable tax 

burden, and industrial unrest; this was evidenced in the investor scares o f  the 1970s. The
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IDA expressed concern at community attitudes in 1978, after several years o f successful 

inward investment-led growth. Recalling the ‘easy growth’ argument, it alleged a feeling 

‘growth... prosperity and jobs can be achieved without any great effort on our part’, such as 

through foreign firms with largely developed technologies and markets. With more intense 

competition for investment it warned “if ., we proceed on the basis... foreign industry will 

come to Ireland anyway, irrespective o f the quality o f service and support... we are in for a 

rude awakening. U would be a tragedy if  our recent industrial success led to the belief., ‘it 

will happen anyway’, and was not used as a foundation for a determined assault on 

unemployment” .

Domestic social aspirations therefore appeared to pose a serious obstacle to Ireland’s 

economic recovery efforts, let alone the measures necessary for strengthening indigenous 

enterprise. The two were of course intertwined. For the IDA’s Padraic White in 1980, Irish 

people’s desire for the good life and their ‘ambivalent attitude to the effort to earn it’ posed 

a threat to the ‘social support in Ireland for sustained development’.R e a l i s a t io n  o f such 

aspirations, however, rested on an increase in the volume o f the goods and services per
307head o f population; in 1975 NESC calculated that to achieve living standards 

comparable to Britain by 1986 required growth o f 5.7-7.4% annually, and 8.2-9.4% to 

match those o f Belgium, Luxembourg and Denmark.^****

In the absence o f this growth, however, high aspirations were instead satisfied by 

Exchequer borrowing. This was scathingly referred to by Central Bank Governor Charles 

Murray as a ‘transparent and certainly... short-lived illusion o f prosperity, reminiscent o f 

the man whose modest aim was not to be a millionaire, but only to live like one. ‘Fur Coat 

and no breakfast’, as the withering Dublin remark goes, can have sad consequences at the 

national as well as personal level’. I n  summary, Murray argued the jobs o f  that 

generation’s children rested ‘on our willingness now to accept a realistic standard o f 

living’.̂ '®
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Conclusion

There was no doubt Irish economic recovery efforts during the inter-oil shock period were 

affected by the traditional weakness o f domestic enterprise. Frustrating the maximisation 

o f growth opportunities, this was important in the context o f  the unemployment crisis and 

uncertainty over the continued inflow o f foreign investment. The major initiatives to 

address this weakness and enhance Ireland’s self-sustaining basis for growth differed, 

however, over the best means o f advancing this goal: through Labour’s increased State 

interventionism or the public service’s consistent preference for, to date underwhelming, 

private enterprise. The latter appeared to win out among political elites in the 1970s, but 

seemed to be hindered more widely by attitudes un-conducive to profitability, traditional 

social prejudices against industrial activity, and perhaps most importantly, less than 

optimal conditions for risk-taking activity; some o f the causes o f these less than optimal 

conditions perhaps partly originated in short-termism by Governments o f the period, with 

political motives cutting across economic policy objectives.

Rapid wage developments, price instability, and industrial unrest were seen as dis- 

incentivising engagement in risk-taking activity, which could help aid Irish economic 

development. A further hindrance to this private enterprise approach, meanwhile, appeared 

the persistence o f  the continuous growth perception into the later 1970s, even at a time o f 

crisis in the Exchequer finances, which frustrated the easing o f the personal taxation 

burden, seen as the basis o f risk-taking activity. This was seen to impact on enterprise, and 

even the ability o f  the Irish economy to retain the skill and talent that could help drive 

innovation, growth and ultimately economic recovery; financed by borrowing, however, 

persistence and satisfaction o f ‘unwarranted expectations’ only added to the continuing 

economic crisis, and the price that had to be paid in the 1980s.
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Conclusion- Irish Economic Policy and Economic Crisis, 1973-79

This thesis set out to examine the economic poHcy response o f Irish Governments to the 

crises that emerged in the wake o f  the First Oil Shock o f 1973-75; the extent o f the 

challenges faced; the difficulties involved in seeking to resolve the crises; and whether, in 

the absence o f the Second Oil Shock, Irish economic policy had any chance o f success in 

overcoming the crises. It is reasonable to conclude from the evidence presented in this 

thesis that significant difficulties would have remained for Irish economic policy, even in 

the absence o f the Shock o f 1979-80 and the deep international recession that followed. 

While inflamed by the impact o f the Fianna Fail Manifesto strategy in 1977-79, underlying 

distributional tensions in the Irish economy remained unresolved throughout the inter-oil 

shock period; the resolution o f  these tensions was deemed essential to the successful 

conduct o f economic policy in a small open economy, vulnerable to external trends.

As this thesis has also shown, however, the scale o f these tensions was not merely a 

product o f  the international downturn o f the mid 1970s. The lack o f  consensus on 

economic development and income distribution in fact dated back to the first decade o f  

Ireland’s integration into the international economy, the sustained growth period o f the 

1960s: a direct line can thus be drawn from that decade to the unemployment and debt 

crises o f the early 1980s. The absence o f any shared approach to the constraints and 

opportunities o f the Irish economy during the 1970s was a reflection o f  an inadequate 

adaptation to free trade by Governments and key economic interest groups during the 

preceding decade. No grouping, whether for short-term, structural reasons or otherwise, 

practiced a consistent co-ordinated approach to the main areas o f economic policy: 

wages/inflation; public finance; and industrial/economic development.

1960s groM’th and economic consensus

The timing o f Ireland’s integration into the international economy appears to have been

pivotal to this absence o f consistency and consensus. The success o f  European neo-

corporatist economies in the immediate post-war decades appears to have rested on the

experience o f a major crisis, which forced mutual co-operation and understanding between

Government and key interest groups, and importantly, a compromise between capital and

labour; in Europe this generally followed the devastation caused by W orld War Two,

memories o f the ideological polarisation o f the 1930s, and the imperative o f  post-war
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reconstruction. Ireland, however, had no comparable experience during the Second World 

War, while pressures for major economic and social reform, and with it some form o f co

ordination, were eased by emigration. The crisis o f  the 1950s meanwhile, the result o f  a 

dwindling population, and the shift to an export led growth strategy, was soon overtaken 

by the emergence of, at least in Irish terms, rapid economic growth.

I'h is growth was meanwhile seen as ‘easy growth’, buoyed by the strength o f international 

demand, the newly instituted policy o f attracting foreign investment, and expansion o f the 

Public Capital Programme; as a Central Bank official remarked during the 1970s, it 

required no major effort on the part o f the community. The pressures that forced consensus 

on other corporatist economies therefore appear to have been lacking in Ireland’s case. On 

the Government’s part, the Fianna Fail administrations o f the 1960s, influenced by public 

service thinking on economic development, made the case for moderate inflation and wage 

developments, an emphasis on productive investment in public finance, and hence the 

advancing o f industrial and with it national economic development, through which 

employment could be expanded and living standards raised in a free trade dispensation; 

this approach stressed the merits of private enterprise and the profit motive as chief motors 

o f growth and investment.

I'he National Economic and Social C'ouncil later emphasised the importance o f  consistency 

in any economic approach, with short-term or opportunist behaviour undermining its 

implementation. In a recurring theme of enduring political failure into the 1970s, however, 

there appeared during the 1960s to be a mishandling o f  the climate o f growth by Irish 

Governments, motivated by heightened public expectations and a more competitive 

electoral environment, which through its imposition o f  inflationary pressures undermined 

consistent application o f the economic development strategy; this also served to provoke 

distributional tension within the Irish economy. What NESC described in 1976 as 

‘insatiable’ public expectations o f rises in living standards,' influenced by economic 

growth and the demonstration effect o f Britain and EEC economies were only encouraged 

by political elites in the competitive electoral climate o f  the 1960s and annual increase in 

national resources, with the rise in current expenditure almost matching that o f  productive 

investment.

^ N ational licononiic  and Social C ouncil. R eport on Public Expenditure. S tationery OfTice. D ublin. 1976. p 27
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I'h is led to the emergence o f  a continuous growth perception o f annual rises in living 

standards, distorting the relationship between effort and reward in Irish society, underlined 

by TK W hitaker’s 1970 criticism o f how many people thought advances in living standards 

could merely be wished into existence. This created a climate in which, even with the 

unsustainable rise in public expenditure by the early 1970s, demands on the state continued 

unabated. The manner in which this rise in public expenditure was financed, meanwhile, 

was one which brought the Irish econom y’s taxable capacity close to exhaustion, and 

created considerable resentment and distributional conflict. In the interests o f advancing 

industrial and agricultural development. Governments in the 1960s maintained a regressive 

emphasis on indirect over direct taxation in a system littered with exemptions and unequal 

opportunity for evasion. The rapid rise in public expenditure, however, led to repeated 

resort to inflationary indirect tax increases, while a failure to index income tax allowances 

to inflation led to a substantial increase in the income tax burden, particularly on the Pay 

As You Earn (PAYE) sector.

These unsustainable, inflationary trends in public finance meanwhile interacted with the 

complicated and inflationary dynamics within Irish trade unionism, a key economic 

interest group whose co-option was regarded by Governments as central to 

competitiveness and hence free trade adaptation. Nominally led by ICTU, trade unionism 

lacked the institutional strength regarded as a key structural component o f successful neo

corporatism, with the m ovem ent’s occupational basis and diversity, differential mindset, 

multiplicity, sheltered sector concentration, and inter-union competition in a modernising 

growth environment undermining moves towards orderly centralised bargaining and the 

linking o f pay to productivity. These factors were meanwhile accompanied by a 

fundamental divergence in economic outlook between successive Governments and trade 

unionism; this concerned the merits o f the emphasis on private enterprise and profitability 

as the driving forces o f economic development.

Trade unionism’s distrust o f domestic private enterprise in contrast to foreign enterprise,

the driving force o f  1960s growth, was linked to the longstanding underdevelopment and

underperformance o f the domestic private sector, and reflected the lack o f  any historic

compromise between Irish capital and labour, a prerequisite to consensus in other

European economies. Instead private enterprise and the encouragement o f  profit was
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view ed as resulting not in m axim um  expansion o f  investm ent and em ploym ent 

opportunities, but concentration o f  wealth in the hands o f  the few. W ith the persistence o f  

unem ploym ent, em igration and poverty during the 1960s, the free rein granted to non-w age 

incom es saw  trade union wage dem ands view ed in term s o f ‘social ju stice ’.

This saw wage dem ands presented as a m eans o f  achieving a m ore equitable d istribution o f  

incom e, and w ith non-wage incom es through alleged profiteering regarded as m ajor 

inflationary forces in the Irish econom y, a m eans o f  preserving the living standards o f  

w orkers, a basic duty o f trade unions; the role o f  wages in inflation was in turn publicly 

denied. This also extended to the trends in public finance, with the com m itm ent by 

political elites to redistribution view ed with scepticism  in trade union circles. W ith the 

benign direct taxation clim ate tasked with fostering dom estic private enterprise, this saw 

rejection o f  the repeated tax increases in the Irish collective bargaining system , both for 

indirect taxation’s regressive incidence, and the inequitable incidence o f  the accom panying 

direct tax burden. Besides the raising o f  expectations, and the existence o f  distributional 

conflict w ithin trade unionism  itself. G overnm ent policy therefore encouraged further 

instability and conflict, w ith seem ingly insurm ountable union opposition to a ch ief aspect 

o f  its econom ic developm ent strategy, private enterprise and profitability.

The extent o f  this antipathy to profits, a lingering obstacle to trade union co-operation into 

the 1970s, was evident with the failure o f  the Larkinite centralised bargaining and 

structural reform  efforts w ithin ICTU in the later 1960s. A cknow ledging som e role for 

w ages in controlling inflation, as well as the lim itations o f  m ore individualist free for all 

bargaining in advancing the interests o f  trade union m em bers, Larkinites subscribed to a 

m ore developm entalist approach, which aim ed at m inim ising inflation and m axim ising 

econom ic and social developm ent; solidaristic incom e planning, in a w ider context o f  

econom ic planning and im portantly control o f  non-w age incom es was part o f  this vision, as 

was reform  o f  union structures to perm it the vesting o f  greater authority in ICTU. 

O verw helm ing distrust o f  the effectiveness o f  profit control through enhanced com petition, 

how ever, as envisaged in the Prices and Incom es Policy form ulated by the NIEC in the 

later 1960s, was reflected in the narrow  rejection o f  the policy by ICTU unions in 1970.

The failure o f  these ICTU efforts at structural reform  m eanw hile underlined the difficulties

involved in securing national level trade union co-operation during the 1960s. The failure
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o f structural reform was attributed to workers feeling more secure in sectional 

representation, which, given the occupational diversity o f ICTU unions, they felt was more 

capable o f  advancing their relevant interests. This sectionalist representation, often 

confrontational in nature, was a reflection o f trade unionism ’s adversarial tradition, with 

unions often historically founded in a hostile environment to prevent exploitation by 

employers: ‘collective laissez faire’. Larkinites for their part saw persistence o f this 

tradition as reflection o f  the weakness o f left wing parties in Ireland; hence their proposal 

to harness the numerical strength o f  trade unionism to influence government policy and 

achieve a more economically effective and socially ju st society. This broader approach, 

however, called for a major transformation in traditionally reactive trade union 

dispositions, with a focus on longer rather than short term objectives.

This process o f  persuasion, however, was undermined by the growing instability o f the 

1960s, with stress on differentials, inter-union competition, and the destabilising effects o f 

Government fiscal policy reinforcing traditionally defensive or short-term postures on the 

part o f individual trade unions. This was further reinforced by the emergence o f externally 

induced instability; the growing weakness o f the Sterling link and its status as a channel for 

increasingly high levels o f imported inflation. A historical legacy, it was ironic that 

Ireland’s parity relationship with an increasingly weak Sterling served both to underline 

the reasoning for Ireland’s desired reorientation towards the more dynamic EEC 

economies, and undermine such a reorientation through the provoking o f economic 

instability. Sterling’s destabilising influence, coupled with continuing economic and export 

growth, created an inflationary psychology that heightened wage expectations amongst a 

predominantly sheltered sector workforce; objections to private enterprise aside, this 

further diminished prospects for trade unionism ’s co-option into competitive and orderly 

centralised bargaining.

These various elements therefore helped set in train the crisis for Ireland’s economic

growth strategy in 1970, with the fillip to inflation provided by Sterling devaluation.

Government fiscal policy, and rising trade union wage demands and differential claims.

The development o f the 1970 Inflationary Crisis captured perfectly the shortcomings o f the

Irish econom y’s main policy actors during the 1960s, especially with regard to their

appreciation o f the constraints imposed on Ireland through its export-led growth strategy:

Government, while railing against accelerating inflation and its impact on export-led
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growth, repeatedly  resorted to inflationary tax increases to finance the continuing rise in 

public expenditure; while trade unionists, despite the concerns o f  m ore Larkinite elem ents, 

were driven by the im peratives o f  accelerating inflation and differential com parisons at 

grassroots and sheltered sector level, far from  w ider economic considerations.

The crisis, if  not totally averted, w as at least stabilised by the threat o f  G overnm ent 

intervention and agreem ent o f  the First N ational Agreem ent in D ecem ber 1970, itse lf 

highly inflationary and which accelerated w age inflation, but that at least avoided the 

prospect o f  a further disruptive free for all such as followed the M aintenance settlem ent in 

1969. Coupled w ith the continuing rise and dem ands on public expenditure, how ever, and 

growing resentm ent tow ards the incidence o f  the taxation burden, the Irish econom y in the 

early 1970s w as therefore one that enjoyed a tenuous stability, and that was ill-equipped to 

m eet the challenges posed by the end o f  rapid international growth and the dow nturn that 

accom panied the First Oil Shock.

The National Coalition and the fallout from the First Oil Shock, 1973-77 

The fallout from the First Oil Shock, however, underlined the extent to which the Irish 

econom y was vulnerable to external developm ents, and how recovery required that its 

policy actors adapt to a slow er growing and m ore com petitive world econom y. M oves in 

this direction had been initiated in the im m ediate afterm ath o f  the 1970 Inflationary Crisis, 

which underlined just how  dangerous was the threat posed to the Irish export and foreign 

investm ent led grow th strategy. W ith a continuing high level o f  im ported inflation, 

intensified by high international com m odity prices, this led to efforts to tackle the 

psychological and practical roots o f  dom estic inflation, particularly in advance o f  EEC 

accession and the com pletion o f  tariff reduction. Counter-inflationary strategies took very 

different form s, including Finance’s proposed curbing o f  public expenditure, the rise o f  

which was view ed as helping underpin the inflationary psychology; and L abour’s em phasis 

on the role o f  social inequities in dom estic inflation, and therefore the need for m ore 

com prehensive social developm ent.

This was the policy debate  that dom inated discussion o f  budgetary strategy w ithin the

National Coalition, the adm inistration that dealt with the im m ediate onset and fallout from

the Shock. There can be som e understanding o f  the approach adopted by the C oalition to

the initial onset o f  the Shock. The rapid growth o f  1972-73, effectively the last hurrah o f
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post-war international growth, had with the breakdown o f the PhiUps Curve begun to 

exhaust itself into severe price instability, leading to a tentative shift to counter-inflationary 

policy. This shift was definitively reinforced, however, by the impact o f the Shock, which 

immediately lowered growth prospects, and led to major uncertainty, despite seeming 

international agreement on the futility o f depressing demand through the prioritisation o f 

counter-inflationary and corrective balance o f payments measures. Despite the advice o f 

Richie Ryan and TK Whitaker, dictated by the need to curb public expenditure’s 

inflationary potential in the newly sensitive trading climate, and maintain the confidence o f 

foreign investors and lenders through the transition to a lower level o f living standards, the 

Coalition instead placed its faith in international reflationary action.

Its resulting approach was one o f seeking to preserve employment and living standards by 

substituting domestic for weakened foreign demand in the short term, with the recovery in 

export markets that followed international reflation subsequently helping reduce the deficit 

and debt burden incurred. There appear to have been several key influences on this 

approach, such as the emphasis placed on a form o f ‘social contract’ approach as a means 

o f securing trade union co-operation on wage moderation, the example o f  the premature 

retrenchment undertaken during the 1950s. an apparent consensus against a deflationary 

approach amongst economic commentators, but also importantly the deterioration o f  the 

Northern t roubles, already a depressing influence on economic growth in the early 1970s, 

in 1974. The perceived dangers o f this deterioration to basic social stability in the South 

unsurprisingly distracted from a fuller economic debate, with an emphasis placed on 

maintaining social cohesion in the face o f  the militant Republican threat and threatened 

spillover o f violence from the North.

riiese hopes for international reflation in 1974/75, however, were misplaced, emphasising

Ireland’s ultimate vulnerability to trends in the international economy, and which

established the precise nature o f the challenges that faced Irish policy makers for the

remainder o f the 1970s. The resulting contraction in international demand impacted

severely on the Irish economy, besides the obvious ‘stagflation’ caused by the oil price

rises and sizeable increase in the balance o f payments deficit. The impact o f  the Shock on

the British economy helped precipitate a loss o f confidence by investors in Britain and

Sterling, leading to the latter's collapse on international markets and its fuelling o f

imported inflation in Ireland. Together with the collapse in external demand and Ireland’s
379



existing com petitiveness deficiency, this w eakened export and dom estic m arket dem and, 

leading to a shake-out o f labour and spike in unem ploym ent. The structural shift in the 

w orld econom y that accom panied the Oil Shock only served to add to the severity o f  the 

subsequent em ploym ent generation challenge, already intensified by the scale o f  Irish 

population growth during the 1960s and 1970s.

Technological advances, leading to greater capital intensity, accelerated with the fallout 

from  the Shock; this particularly applied to one tim e highly labour intensive areas such as 

banking and retail, while the Exchequer crisis discouraged public sector recruitm ent. 

Further trade liberalisation with EEC accession m eanw hile exposed Ireland’s traditional 

industries to com petition from the N ew ly Industrialising Countries (NICs), usually 

equipped with m odern technology and w ith w hose wage costs Ireland could not hope to 

com pete. This encouraged a shift in Irish industrial strategy to high-incom e, high skilled, 

generally capital intensive industries. G iven the continuing w eakness o f  dom estic 

enterprise, only intensified in the clim ate o f  high intlation and m ore acute com petition 

follow ing the First Oil Shock, this increased the Irish econom y’s reliance on foreign 

enterprise, one now subject to greater com petition given the end o f  the era o f  full 

em ploym ent throughout the O ECD . Ireland’s inward investm ent effort faced increased 

com petition, with efforts from  other econom ies to either keep investm ent potential at home 

or direct it elsewhere.

The scale o f  the econom ic contraction and effects o f  near-hyper inflation in 1974/75 

m eanw hile m eant the debt burden incurred attem pting to preserve em ploym ent and living 

standards set in train a debt crisis in the late 1970s and early 1980s; this was a product o f  

the scale o f  the borrow ing undertaken, increasingly from foreign sources, and usually  on 

short-term  m aturities w ith the high inflation o f  the m id-1970s. The Exchequer crisis 

severely lim ited the capacity  for sustaining expansionary fiscal policies, while m any o f  the 

problem s facing the Irish econom y from 1975, such as inflation and unem ploym ent, were 

o f  such a nature that public  expenditure increases w ould be o f  lim ited benefit in resolving 

them. The severity o f  these crises, m ade all the more challenging by shifts in the 

international econom y, therefore m ade the task o f  Irish policy m akers clear follow ing the 

First Oil Shock: the m inim isation o f  inflation, and m axim isation o f  investm ent and hom e 

market and export dem and, in order to generate the econom ic growth sufficient to absorb

Ireland’s surplus labour force and address the crisis in the Exchequer finances.
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Tackling the inflationary crisis appeared key to this, and was presented as such by Richie 

Ryan. The Coalition o f course was constrained by Ireland’s traditionally high level o f 

imported inflation in the mid 1970s, particularly through the Sterling link. This therefore 

emphasised the importance o f tackling the domestic sources o f  inflation, which if 

sufficiently curbed, might permit a successful break with Sterling in favour o f a less 

inflationary exchange rate regime, while protecting Ireland’s extensive trade interests in 

Britain. In considering the crises from m id-1975, the Coalition’s internal debate on 

counter-inflationary policy returned to the differing emphases in the use o f public 

expenditure. Finance stressed even more the need to decisively tackle the Exchequer crisis 

as a means o f breaking the inflationary psychology and advancing recovery, through a 

sharp reduction and reorientation o f expenditure towards more productive purposes; by 

tackling this inflationary pressure confidence would also be maintained amongst foreign 

lenders in the management o f  the Irish economy, and a cut o ff o f funding would be 

averted.

This approach to the crisis dominated Cabinet discussions in 1975/76, and the efforts to 

establish the Coalition’s medium term strategy for economic recovery. Economic and  

Social Development. 1976-80. The full implications o f Ryan’s favoured course of 

retrenchment were rejected by the Coalition, however, for a variety o f reasons, not all 

economic. While the reorientation o f expenditure to productive purposes promised to ease 

the deflationary impact o f such a course somewhat, Ryan’s proposals were essentially 

deflationary in the short to medium term, making them highly unpalatable. For a 

Government, particularly its Labour members, which had placed from its election such 

stress on the importance o f social development in securing the widest possible economic 

co-operation, this narrow approach to the Exchequer crisis was counterintuitive; a focus on 

social development was deemed even more vital given the greater scale o f the crises that 

now had to be faced. This was while fully recognising the severity o f the Exchequer crisis. 

Labour o f course also vetoed retrenchment on party political grounds.

Ryan’s course, significantly given the need to trim expectations, was also viewed as

electorally self-defeating, especially for an administration that placed an emphasis on

securing re-election, and breaking the mould o f Irish politics. Defying Fianna Fail

allegations o f the inherent instability o f  Coalition Governments was a central objective o f
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senior G overnm ent figures, particularly the C oalition’s Taoiseach, Liam Cosgrave. This 

objective was only reinforced by the N orthern Ireland context o f  the m id-1970s, and the 

perceived am bivalence o f  the m ain opposition party on m ilitant Republicanism . The 

Coalition in turn pursued this re-election objective through the Tullym ander constituency 

revision, which appears to have influenced a decision that underm ined the task o f 

econom ic recovery, especially in the m ore effective and efficient use o f  public expenditure 

and public sector planning, at its inception. The effective cancellation o f  the 1976 Census 

by a Cabinet m ajority, nom inally on budgetary grounds, was in fact taken in the interests 

o f  m aintaining the Tullym ander, and therefore, it was hoped, enhancing the C oalition’s 

prospects o f  re-election.

Divisions betw een Finance and Labour m inisters led to stalem ate in the area o f  public 

expenditure policy, with the resulting Coalition Green Paper criticised for its unreality, and 

its failure to effectively tackle the im plications o f  the crisis in the public finances. 

Defending the use o f  deficit budgeting in 1974-76, the Coalition paper m aintained that 

continuation o f  this course was im possible given the cost and return to growth in the 

international econom y. W hat was required was a trim m ing o f  expectations, and equipping 

o f  the Irish econom y to com pete in the new more sensitive international clim ate, through 

such m easures as incom e restraint, a favourable tax environm ent, econom ic planning, and 

fuller m obilisation o f  State enterprise. In public finance this was seen as requiring the 

directing o f  greater resources to productive purposes, and efforts to reduce the Exchequer 

Borrow ing Requirem ent (EBR).

The paper’s treatm ent o f  current expenditure, how ever, appeared to m ake it exem pt from

the need to trim  expectations, a further reflection o f  enduring political failure. A part from

proposing the elim ination o f  circular transfers and the stream lining o f  existing services for

greater effectiveness, the paper instead focused on its m ain econom ic m easures as

advancing a 6%  growth rate, sufficient to perm it enhanced productive expenditure,

servicing o f  the EBR, and m aintenance o f  existing levels o f  public services in real terms.

This failure to face up to the Exchequer crisis and m aintenance o f  living standards through

borrow ing, by both the C oalition and subsequently Fianna Fail, was attributed by bodies

such as the Central Bank as helping support 'unw arranted expectations’ i.e. m aintenance o f

the continuous growth perception into the inter-oil shock period. Hence, while levels o f

taxation and borrow ing w ere felt to be excessive, dem ands on the State for enhanced
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public expenditure continued unabated, frustrating measures, such as maximisation o f 

either public or private sector investment resources, key to advancing economic recovery.

This ‘unwarranted expectations’ hypothesis was not, however, the sole basis for this 

general mentality on public expenditure. The reason was to be found in trade unionism ’s 

response to the crises that accompanied the Oil Shock, which in turn had implications for 

its co-option to any economic recovery effort. Union co-operation on wage restraint was 

itself a central element o f the Coalition’s proposed means o f  curbing inflation and 

advancing economic recovery. There appeared tacit support for this analysis amongst more 

Larkinite ICTU leaders, as wage inflation accelerated under National Agreements in the 

early 1970s; the Donal Nevin authored paper o f  1972 acknowledged the contribution o f 

excessive wage developments to inflation, and the need to curb inflation in the interests o f 

advancing wealth creation and hence economic and social development. Larkinism’s 

broader approach to trade union activity was undermined, however, by the continuing 

acceleration o f inflation, both imported and domestic, which reinforced short-term 

perspectives in trade union circles. This was complemented by a growing central/local 

tension, with trade unionism ’s diversity and local grievances accommodated under 

centralised bargaining only with increasing difficulty.

It was suggested that the difficulty o f satisfying this central/local tension and inflationary 

psychology meant centralised bargaining was approaching a crisis by the mid 1970s, which 

was only averted by the intervention o f the First Oil Shock. The even greater volatility that 

accompanied the shock, however, further undermined prospects for co-opting trade 

unionism onto a path o f wage restraint, with an insistence on preservation o f  living 

standards, the denial o f any role for wages in inflation, and importantly, doubts about the 

merits o f  restraint during an economic downturn. This disposition was a rigid theme 

throughout the high inflation o f the mid 1970s, and similarly in the context o f  the effort to 

advance the broadened income bargaining forum, comparable to the European neo- 

corporatist model, that emerged in the form o f the 1976 Tripartite Conference on 

Economic and Social Strategy. Instead o f  acknowledging any role for restraint in tackling 

the economic crisis, the ICTU position, in deference to affiliated union sentiment, instead 

focused on injection o f public expenditure into the economy through direct employment 

creation; and tackling o f  structural unemployment and entrepreneurial deficiencies, cited as

the real basis o f deteriorating competitiveness, through the expansion o f  State enterprise.
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This approach w as a modification o f  L arkinism ’s acknow ledgem ent o f  wage restra in t’s 

relevance to tackling inflation and advancing industrial developm ent, and by im plication, 

social justice. In keeping with this outlook, ICTU leaders acknow ledged the crisis in the 

Exchequer finances, and pointed to the need for wealth creation in the interests o f  

m aintaining the w elfare state. The legacy o f  public expenditure’s rise during the 1960s, 

how ever, m eant the scale o f the crisis was not w holly attributed to a shortfall in growth, 

but also the inequitable m anner in w hich taxation was levied in the previous decade, 

particularly w ith an eye to providing an optim um  environm ent for a private enterprise 

sector deem ed deficient in its benefits to the Irish econom y. Inequities m eanw hile only 

increased in the high inflation o f  the mid 1970s, while one o f  the groups previously exem pt 

from taxation, the farm ing com m unity, enjoyed unprecedented prosperity courtesy o f  the 

dom estically inflationary price regim e o f  the E E C ’s Com m on Agricultural Policy (CAP).

In a position, it can be surm ised, partly influenced by the strength o f  IC TU ’s public sector 

representation, and the em ploym ent im plications o f  any retrenchm ent policy. Congress 

therefore rejected any reduction in public expenditure, instead calling for a more equitable 

distribution o f  the tax burden. This elem ent o f  distributional conflict therefore further 

lim ited the G overnm ent’s fiscal room  for m anoeuvre, with ICTU insistence on m aintaining 

what w ere perceived to be unsustainable levels o f  public expenditure, through m eans 

which partly cut across G overnm ent’s proposed blueprint for advancing econom ic 

recovery. The legacy o f  the 1960s, nam ely the heightening o f  public expectations and 

persistence o f  traditional trade union structures and culture, therefore further lim ited the 

prospects for the suspension o f  distributional conflict, and a co-ordinated approach to the 

econom ic crises in the im m ediate afterm ath o f  the Oil Shock.

Fianna Fail, Trade Unionism and the Unemployment Crisis, 1977-79

It was the C oalition’s m isfortune that its term  o f  office, and consequent handling o f  the

econom ic crises, coincided with such a volatile period in the international econom y, and

dom estically w ith regard to the deterioration o f  the N orthern Ireland Troubles. Only in its

final year o f  office was econom ic growth, driven largely by capital intensive foreign

investm ent, renew ed, and im ported inflation eased; the latter was due to IM F intervention

in the British econom y and strengthening o f  Sterling, and sim ilar easing o f  international

com m odity prices. It was in this more stable environm ent that Fianna Fail was elected to
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Government in landslide fashion on the basis o f its 1977 Election Manifesto, and thus had 

responsibility for tackling the crises which remained as daunting as ever; the new 

administration, however, seemingly had the promise o f  a more stable domestic and 

international climate in which to pursue recovery. Fianna Fail’s subsequent two years in 

office, however, witnessed an upsurge in distributional conflict and a renewed crisis for 

centralised bargaining, which was only averted by the intervention o f  the Second Oil 

Shock, which by precipitating a further deep international recession ended the hopes for 

export-led growth on which the Irish economy’s prospects for recovery rested.

rhis upsurge in conflict was o f course the result o f several different factors, which 

reflected the tensions underlying Irish economic development from the 1960s. Fianna 

Fail’s strategy for tackling the unemployment crisis, the chief focus o f  its proposals, 

centred like the Coalition on the curbing o f inflation, co-opting o f trade unions to wage 

moderation, and maximisation of, in Fianna Fail’s case, mainly private sector 

competitiveness and investment, in order to achieve the economic growth and employment 

expansion necessary to absorb Ireland’s surplus labour force. This strategy was 

unorthodox, however, involving a one time hike in Ireland’s borrowing requirement, to 

finance the tax cuts necessary to secure the tax/wage restraint trade-off. and direct 

employment creation schemes tasked with proving the new adm inistration’s bona fides on 

tackling unemployment.

The Fianna Fail approach, however, which aimed at the achievement o f  full employment 

within five years, was rejected by trade unionism on several, longstanding grounds. Firstly, 

the emphasis on private enterprise and profitability as the motor o f full employment was 

repudiated outright; this longstanding distrust was only further encouraged by the post-Oil 

Shock phenomenon o f a greater shift towards capital intensity in international industry, and 

a resulting lesser employment yield from increased investment. Renewed growth in 

1976/77 consequently saw substantial income increases by other sections o f  the 

community, which raised pay expectations in trade union circles. Significantly, and in 

keeping with the theme o f  enduring political failure at gaining consent and managing 

distributional conflict throughout the 1960s and 1970s, Fianna Fail’s approach to seeking 

office in 1977 was singled out by trade union leaders as fuelling pay expectations and rises 

in living standards even further.
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W hatever the theoretical merit o f  the proposed Fianna Fail approach to the econom ic crisis, 

the M anifesto o f  which it was a central part was essentially a political program m e designed 

to secure the p a rty ’s election to office. At a tim e when m axim um  restraint was required in 

the interests o f  com bating the econom ic crisis, elem ents such as the abolition o f  rates and 

car tax that eroded the revenue base, and the £1,000 grant for first tim e house buyers 

appeared to further muddy the relationship betw een effort and rew ard in Irish society, and 

hence prevent the developm ent o f  public appreciation o f  the scale o f  the crisis in the public 

finances; coupled w ith concerns for tax inequity, the C oalition’s resort to deficit budgeting 

had only served to underpin the continuous growth perception. Fianna Fail only outlined its 

plans for reorientating public expenditure alm ost a year after its election. These heightened 

expectations in turn fuelled the renewal o f  the central/local tension w ithin Irish trade 

unionism , tem pered by the intervention o f  the First Oil Shock, and which was 

accom panied by the building up o f  frustrations at local level.

Trade unionism  was m eanw hile destabilised in the later 1970s by a product o f  these 

frustrations under centralised bargaining, the em ergence o f  aggressive com petition for 

m em bership by non-ICTU unions, which in a com petitive union clim ate encouraged the 

m igration o f  trade unionism  to its grassroots, and dim inished the prospects for co-operation 

at a national level. W hat followed in 1978 was a w idely violated National Agreem ent, 

am ounting to an effective supplem entary free for all, and rise in industrial unrest, 

particularly in the public sector, as the new G overnm ent sought to control public sector pay 

and set an exam ple for its ow n pay policy in the private sector. The Fianna Fail 

adm inistration m eanw hile further inflam ed existing distributional tensions in early 1979, 

w ith its m ishandling o f  the farm er taxation issue, which definitively underm ined any hopes 

for a co-ordinated approach to the econom ic crisis.

Building on the intensification o f  tax inequifies during the 1970s, Fianna Fail’s proposed

‘esteem  for en terp rise’ approach, and its seem ing subm ission to threats from  the farm ing

lobby, the ‘PA YE revo lt’ saw  the m ass m obilisation o f  PAYE dem ands for tax reform  and

m aintenance o f  existing levels o f  public expenditure- dem ands w'hich the Fianna Fail

adm inistration w as unable to satisfy w ithin the confines o f  its econom ic strategy. Together

w ith trade unionism ’s m igration to its grassroots, this underm ined acceptance o f  the

genuinely innovative N ational U nderstanding, a com prehensive effort w ith ICTU support,

to establish the kind o f  neo-corporatist fram ework and shared understanding that existed in
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successful small open economies in Western Europe. The failure to suspend distributional 

conflict by the time o f  the Second Oil Shock was underlined by the eventual acceptance o f 

the Understanding, following its initial overwhelming rejection, mainly on the grounds o f 

its guaranteed pay increases, and the warning by ICTU leaders that pressure for tax reform 

would continue from the trade union grassroots regardless o f the Understanding’s 

acceptance.

Legacy o f  the inter-oil shock period?

In spite o f  the failures to establish a genuine co-ordinated response to the economic crises 

o f  the inter-oil shock period, there were some notable public policy successes o f the time 

tasked with advancing economic recovery, but which became cornerstones o f  the rapid and 

more disciplined economic growth that emerged in Ireland from the late 1980s. These 

included the successful replacement o f Export Sales Relief with the low corporation tax 

regime, which underpinned Ireland’s foreign investment boom into the early 2000s; the 

active manpower policy, which identified and addressed Ireland’s traditional industrial 

skills shortages; and the decision to accede to the European Monetary System (EMS), 

which eventually paid dividends as a low and therefore stable inflation anchor for the Irish 

economy. The latter served to depoliticise inflation, and therefore one o f  the major factors 

undermining trade unionism ’s shift from a traditionally reactive or short-term disposition, 

to the broader engagement sought by ICTU’s Larkinite elements.

This factor is significant, particularly with the central role social partnership, essentially a 

neo-corporatist framework, was viewed as playing in the success o f the Irish economy 

from the late 1980s to the 2000s. The Coalition’s Tripartite Conference, and in more 

complete form, Fianna Fail’s First National Understanding, were templates for the 

partnership model that emerged in the late 1980s. Accompanied by fiscal consolidation and 

budgetary discipline by Government and tackling o f Ireland’s indebtedness burden, this 

significantly suspended distributional conflict within the Irish economy, saw the 

establishment o f a compromise between capital and labour, and underpinned the stability 

and consensus that facilitated foreign and domestic investment and expansion. Its 

introduction in 1987 followed the sustained economic crisis o f the 1980s, which raises the 

question: did the experience o f the 1980s fulfil for Ireland the same role as that played by 

the necessity o f post-war reconstruction in European corporatist economies?
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By the early 1980s the scope for further extensive borrowing had exhausted itself, while 

the borrowing o f the mid-1970s began to mature, having a suffocating effect on Irish 

public finance. The Irish economy, suffering from deteriorating competitiveness, was also 

opened up to further trade liberalisation, with the near disappearance o f traditional labour 

intensive industries, exposure o f one time sheltered activities, and a spike in 

unemployment to 18% by 1987. The answer to whether developments such as these, and 

the sense o f  national economic failure they reflected, were indeed instrumental in forcing 

an accommodation and therefore shared understanding between the Irish econom y’s major 

actors must o f course await the economic and political historian o f the 1980s. It is my hope 

that with this thesis, I have provided a useful basis on which to undertake such a study.
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Note on Sources

Deparlmental Records

This thesis is based predominantly on extensive research o f archival sources, 

encompassing the period from the early 1960s to the early 1980s. Given the primary focus 

o f  economic policy, these were mainly Irish Government records, available for 

consultation in the National Archives o f  Ireland, Bishop Street (NAI). These were 

primarily the records o f the Department of the Taoiseach, co-ordinator o f  all Cabinet 

activity, and therefore the conduit through which all Government memoranda and 

decisions were channelled. This focus was also influenced, however, by the fact records o f 

other departments are not as well served in their availability. This arises from the 

inconsistent transfer policy o f departmental files to the NAI since the late 1980s, and 

particularly the under-resourcing and lack o f space accorded to Ireland’s national archival 

institution.

fhroughout the 2000s, only a few departments have consistently transferred their records 

on an annual basis: the Departments of the Taoiseach, Foreign Affairs, Justice, and 

Office of the Attorney General. More fleeting deposits have been made by the likes of 

the Finance and Industry and Commerce/Labour. This has limited more specific 

understanding o f  particular policy proposals or inter-departmental discussions, before they 

reached Cabinet level.

The files o f the Department of Finance are selective in their availability for the period o f 

this study. A 2001 deposit means they are quite comprehensive for the 1960s, a fact taken 

advantage o f in my study o f that decade. Coverage o f the 1970s, however, is more limited, 

with a 2004 deposit only encompassing the files o f certain departmental divisions for the 

early 1970s. It appears a great deal o f material covering the remainder o f the 1970s is 

currently held on the premises o f the National Archives, but is as yet un-catalogued. Much 

is held on pallets in an NAI warehouse in conditions unsuitable for record preservation, a 

fact lamented by Archive staff themselves. With the help o f the several o f  the archivists, 

however, I was permitted access to a selected number o f important, uncatalogued Finance 

files, from 1975/76. The papers o f TK W hitaker, deposited in University College Dublin, 

helped compensate for this shortfall in economic and financial policy records, facilitating a
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greater understanding o f  the Central Bank-G overnm ent dynam ic during the 1970s, when 

W hitaker served as Bank Governor.

The flies o f  the D epartm ent o f Foreign A ffairs were also em ployed for specific purposes, 

helped by their grow ing econom ic orientation from  the 1960s. These files were useful in 

illum inating elem ents or influences on public policy that em anated from  the EEC or 

O rganisation for Econom ic Co-operation and D evelopm ent (OECD). W ith an increasingly 

outw ard perspective on the part o f  Irish G overnm ent and officials, they were also o f  use in 

dem onstrating the use o f  Ireland’s diplom atic netw ork in econom ic policy research, and 

approaches that could be applied in an Irish context. Fhis was o f  particular relevance with 

the establishm ent o f  M artin O ’ D onoghue’s D epartm ent o f  Econom ic Planning and 

D evelopm ent in 1977, a hub o f  econom ic and social policy research until its abolition in 

D ecem ber 1979; the files o f  Econom ic Planning and Developm ent, absorbed by the 

D epartm ents o f  Finance and the Taoiseach on its abolition, are them selves as yet 

unavailable.

The lim ited num ber o f  Industry and C om m erce’s labour relations division files, and from 

1966 to the early 1970s, the files o f  the D epartm ent o f Labour, were em ployed for the 

purposes o f  understanding Irish trade unionism  during the 1960s, and the G overnm ent’s 

attem pts to co-opt it onto a path o f  wage m oderation. The more general unavailability o f  

Industry and Com m erce files from  the early 1960s, and o f  the records o f  the Industrial 

D evelopm ent A uthority  (ID A ) generally, lim ited fuller understanding o f  Governm ent- 

business relations, as well as the conduct o f  industrial policy. Efforts w ere m ade to secure 

consultation o f  certain late 1970s records still held with Industry and C om m erce’s 

successor D epartm ent. Jobs, Enterprise and Innovation, specifically those relating to the 

introduction o f  the low corporation tax regim e; there w as no response, how ever, to this 

w riter’s w ritten enquiry to  the Departm ent. A ny general deficiencies w ere addressed 

through em ployer and official publications. A select num ber o f  files from  the D epartm ent 

o f  Justice, a m ore com prehensive and annually updated collection were also consulted, 

specifically in relation to the D epartm ent’s involvem ent in proposed statutory w age 

legislation in the 1970s.

Trade Union/Party Political/British Embassy records
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rhese departm ental records were supplem ented by m aterial from  other sources. The 

archives o f  the Irish C ongress o f  Trade Unions (IC TU ) are also held in the National 

A rchives, w hile the detailed annual reports o f  Congress, from  its inaugural 1959 

conference to 1980, were consulted in the National Library o f  Ireland (NLI) and the library 

o f  Trinity C ollege Dublin; both were invaluable in providing a deeper understanding o f 

ICTU philosophy and policy. N o em ployer records, how ever, are yet deposited in a public 

archive, w hile perhaps tellingly. Cabinet files are not as com prehensive in relation to 

governm ent-business relations.

Several collections o f  private papers o f  policy m akers or political activists, likewise 

deposited in public archives, w ere also consulted; as I hope this thesis has dem onstrated, an 

understanding o f  party political and electoral context, and the philosophies o f  individual 

parties, are im portant to appreciating 1970s econom ic policy. The papers o f  Liam  

C osgrave and Jack  Lynch were consulted in the N ational A rchives; while revealing little 

o f  the m en them selves, they contain interesting docum ents and correspondence from 

political colleagues or associates. A further collection o f  Lynch papers was also consulted 

in the special collections section o f  Boole Library, U niversity College C ork, also hom e to 

the papers o f  N eville Keery, Fianna Fail Senator and activist during the 1960s and early 

1970s. Both collections were detailed on the organisational and electoral aspects o f  Fianna 

Fail during the period, w orking o f  its opposition Thinktank in 1973-77, and com pilation o f  

the 1977 G eneral E lection M anifesto.

The un-catalogued Eoin Ryan papers in the National L ibrary’s M anuscripts Departm ent, 

and Erskine C hilders papers in the M anuscripts D epartm ent o f  Trinity College Dublin, 

w ith their strength on the party political and organisational aspects o f  the period, fulfilled a 

sim ilar role: R yan’s particularly, as D irector o f  E lections for Fianna Fail in the 1977 

General Election. Sim ilarly the Fianna Fail papers deposited in the A rchives D epartm ent 

o f  University College Dublin (UCD); the latter were invaluable in providing insight into 

parliam entary party, w ider organisational and grassroots sentim ent w ithin Fianna Fail 

during the 1960s and 1970s, especially regarding the party ’s N orthern policy.

The parliam entary party records o f  Fine G ael for the relevant period are as yet

inaccessible, w hile those o f  Labour, during the tim efram e o f  researching this thesis, were

in a state o f  disorganisation while their depository, the Irish Labour H istory M useum  and
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A rchive (ILH M A ), underw ent refurbishm ent. L abour’s records, however, were transferred 

to the National L ibrary in O ctober 2012. 1 w'as nevertheless facilitated in my consultation 

o f  the papers o f  L abour leader and National Coalition Tanaiste Brendan Corish in 

ILH M A , particularly  useful in inform ing m y understanding o f  L abour’s approach to the 

econom ic crises follow ing the First Oil Shock, from  both an econom ic/philosophical and 

electoral view point.

A lso useful in m y research were the files o f  the Republic o f  Ireland division o f  Britain’s 

Foreign and C om m onw ealth  O ffice from the early to late 1970s. G enerally com posed o f 

despatches from  the British Em bassy in Dublin these files, covering a broad range o f  topics 

relating to the Irish G overnm ent, politics and econom y, added great colour and insight to 

m y understanding o f  a variety o f  issues and political personalities. G iven the im portance o f  

the Northern Ireland issue and the British G overnm ent’s dealings with its Southern Irish 

counterpart, the British em bassy w as an im portant source o f  inform ation for policy m akers 

in W hitehall for A nglo-Irish affairs. I 'heir range o f  contacts and interactions spanned the 

entire Irish political and civil service spectrum , and in the recording o f  these contacts, 

provide significant insight into the thinking o f  Irish G overnm ental and political circles on 

specific issues.

Interviews, official puh/icalions and periodicals

M any o f  the archival shortcom ings encountered I was able to resolve by augm enting my 

research through in terview s with figures active in public policy and party politics during 

the period o f  the study. These interviewees were able to provide valuable insight, while 

also influencing the course o f  my study in directions 1 w ould not otherw ise have 

countenanced; several a lso  kindly perm itted me to consult docum ents in their possession, 

unavailable elsewhere. Those interviewed included form er M inisters, political advisers and 

activists, civil servants, econom ists, trade unionists, and econom ists (see bibliography for 

details). A udio recordings o f  these interview s were not m ade. Instead, as 1 approached the 

end o f  my research and subm ission o f  this thesis, a list o f  quotes or references I w ished to 

use were com piled, and forw'arded on to the relevant interview ees for approval, advising 

them  to m ake w hatever am endm ents or further suggestions they w ished; their responses 

becam e the tem plate fo r inclusion in the text.
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Finally, government and other official publications, as well as newspapers and periodicals 

o f  the time, were also consulted. The reports o f both the National Industrial Economic 

Council (NIEC), established in 1964, and its successor, the National Economic and 

Social Council (NESC), set up ten years later, helped inform me on the basic policy issues 

o f the day, and how they were understood in relation to wider Irish society and objectives 

o f economic and social policy. The published debates o f Dail and Seanad Eireann, 

accessible and fully searchable online, were also important in aiding understanding of 

public policy debates, criticism or otherwise o f Government strategies, and the 

philosophies o f  individual political parties. The publications and economic surveys of 

the OECD also provided a useful perspective, placing Ireland in a wider comparative 

framework, the international context in which it had to operate, and explaining the genesis 

and experience o f  certain policy approaches in other EEC/OECD economies.

I'he newspapers and periodicals o f the 1960s and 1970s also vividly complemented the 

documentary and oral record, providing further context and a feel for the period sometimes 

missing from other, understandably more narrowly-focused sources. They were also an 

important source o f public statements or interviews, casting further light on the 

personalities and policies relevant to 1970s economic policy. In this respect, and as 

someone who undertook substantial microfilm research in previous research, the advent o f 

online and importantly searchable newspaper archives or databases has eased the task o f 

newspaper research. The Irish Newspaper Archive has come to incorporate most o f the 

leading National newspapers, including the daily and Sunday editions o f the Irish 

Independent and Irish Press. In keeping with its perceived status as the Irish newspaper o f 

record, however, the Irish Times proved not just the most efficient database, but also the 

most relevant and detailed on 1970s politics and economic policy.

1970s Hislory and future research

Further important collections o f private papers were not available in the course o f my

research, but will be available to future scholars o f the 1970s. In keeping with its

reputation as the primary depository for Irish political and administrative personal papers,

those encompassing the career o f Dr Garret FitzGerald will be fully available in UCD

Archives; only those relating to his work in the Department o f Foreign Affairs in 1973-77

are open at the time o f writing. Those o f Labour’s Brendan Halligan will also be available

at some future date. The papers o f Charles Haughey will be opened to researchers in the
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as yet nascent Archives section o f Dubhn City University (DCU) Hbrary in 2022, thirty 

years after his departure from Irish politics. The diaries o f  senior Department o f  Finance 

official, and Secretary between 1986 and 1991, Sean Cromien, have also been deposited 

in the Manuscripts Department o f the National Library o f Ireland, and expect to be opened 

to researchers from 2016. In this thesis I hope I have established a firm basis for the study 

and understanding o f Irish economic policy during the 1970s. In view o f these forthcoming 

collections, and doubtless more to come, future historians will be in a position to cast even 

more light on the period and its public and economic policy.
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