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Abstract 

During the late 1980s, the Republic of Ireland pursued a series of aggressive economic 

reforms. These reforms are widely credited with the economic boom that transformed 

Ireland from a struggling middle-income country into one of the world’s richest societies 

during the late 1980s and 1990s. During this period, the Irish economy grew rapidly and 

the unemployment rate dropped from 17 per cent in 1986 to four per cent in 2000. One of 

the reforms introduced in the late 1980s was the creation of a centralized wage 

negotiation system known as “social partnership.” This paper provides a historical 

narrative of Ireland’s experience with social partnership, and uses this case study to 

analyze the relationship between centralized wage negotiation and unemployment rates 

in transition economies.  

Case Narrative 

During the late 1980s and the 1990s, The Republic of Ireland
1
 experienced a spectacular 

period of economic development that transformed the country into one of the wealthiest 

societies in the world. Throughout the preceding several decades, Ireland’s economic 

performance was amongst the worst in Western Europe. By the mid-1980s, the economic 

situation had become an undeniable crisis. Unemployment was extremely high, reaching 

16.9 percent in 1986. Ireland’s macroeconomic situation was similarly dire, as external 

debt-to-GDP ratio was just under 120 percent and was continuing to grow year-by-year. 

During the period between 1987 and 2000, the Irish economy grew at an average rate of 

approximately eight percent per year. By the end of the twentieth century, the Irish 

unemployment rate had dropped to just four percent and while the national debt has not  

                                          
1 Henceforth, I will simply refer to The Republic of Ireland as “Ireland.” When doing so, I am referring only to the Republic of Ireland 

and not to Northern Ireland.  
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significantly shrunk, rapid economic growth has significantly lowered Ireland’s debt-to-

GDP ratio.    

Although the first decade of the twenty-first century has seen a significant slowdown in 

Irish economic growth and many observers are concerned about Ireland’s prospects for 

further growth in the near-to-intermediate term, the story of the “Celtic Tiger” is 

nonetheless one of remarkable success which deserves careful scrutiny from 

development economists and practitioners. 

Most observers view the Irish economic boom as having begun in 1987, the year in which 

the Irish government introduced a broad set of economic reforms (McMahon 2000, 51). 

The 1987 reforms and subsequent government actions dramatically lowered taxes for 

individuals and businesses while also encouraging foreign direct investment by offering 

large incentives to multinational firms. In addition to these reforms, Ireland benefited from 

its receipt of resources from various European Union structural funds. While all of these 

factors contributed to Ireland’s remarkable growth at the end of the 20
th
 century, many 

development experts argue that the government’s decision in 1987 to pursue “Social 

Partnership” agreements between government, business and organized labour was also 

an important cause of economic growth. The term “Social Partnership” refers to a series 

of triennial agreements that were reached beginning in 1987 that were intended to 

address major social and economic challenges facing Ireland. Although the Social 

Partnership process evolved over time to address a broad range of issues, the core 

function of the Social Partnership agreements has remained the same: providing a 

governance structure to oversee wage determination (Teague 2002, 6). This paper will 

analyze the role of Social Partnership in Ireland’s economic boom, paying special 

attention to the question of whether this policy has contributed to the remarkable drop in 

unemployment that has occurred over the past 20 years. 

Ireland had pursued centralized wage negotiations in the preceding decade; however, 

those efforts were undermined by competing conceptions among the various parties 

about the sources of Ireland’s economic problems and, therefore, the best means of 

combating them (Baccaro and Simoni, 3). Specifically, while employers and government 

believed that Ireland’s economic problems were caused by macroeconomic instability 

and low productivity, labour leaders argued that the major problem was low domestic 

aggregate demand which would be best addressed through an aggressive job creation 

campaign (Bacarro and Simoni 2002, 2). However, by 1986, organized labour had come 

to accept that it was imperative for Ireland to enhance its competitiveness by keeping 

average cost increases below the level of Ireland’s major trading partners (Baccarro and 
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Simoni 2002, 3). This fundamental point of agreement was the foundation upon which the 

first Social Partnership pact was built in 1987. 

The central objective of the first Social Partnership agreement, entitled the Programme 

for National Recovery (PNR), was to promote competitiveness and employment by 

ensuring moderation in wage growth. Specifically, the parties sought to establish a level 

of wage growth that would be significantly lower than productivity growth, thereby 

ensuring an economy-wide drop in the unit price of labour (Teague 2002, 15-17). In 

addition to promoting the competitiveness of domestic firms, this effort to keep wage 

growth low was intended to combat unemployment by making it more attractive for firms 

to hire and retain workers.  Furthermore, the Irish government hoped that a schedule of 

wage increases that had the support of both employers and labour would make Ireland a 

more attractive location for foreign investment by diminishing the possibility of labour 

strife and the accompanying losses in production (Teague 2002, 3).  

With these objectives in mind, the three parties agreed to a schedule of moderate wage 

increases for workers over the next three years.
2
 The reasons for the unions’ willingness 

to accept an agreement, the centerpiece of which was moderate wage growth, were 

many. Firstly, as mentioned above, some labour leaders were genuinely convinced that 

high levels of unemployment would persist and job security would remain uncertain 

unless something drastic was done to make Irish firms more competitive. Secondly, the 

PNR included an agreement on the part of the government to introduce significant 

income tax cuts that would increase workers’ take home pay (McCarthy 2001, 18). 

Thirdly, the government committed that welfare programs for the unemployed would not 

be cut as part of the upcoming fiscal retrenchment (Baccaro and Simoni 2002, 2). 

Fourthly, and perhaps most importantly, trade union leaders hoped that by accepting 

national pay determination they would be able to avoid the sort of aggressive anti-union 

policies that had been introduced throughout the 1980s by Margaret Thatcher’s 

conservative government in the United Kingdom (Teague 2002, 11). In short, labour’s 

fears concerning the consequences of not acquiescing in a wage moderation agreement, 

combined with the government’s willingness to include labour in the negotiation process 

and address some of their major concerns, led to the trade unions’ willingness to accept 

the wage moderation of the PNR agreement. 

Although some economists have denied that Social Partnership deserves the credit for 

the achievement, the outcomes that the architects of the PNR hoped to produce through 

the program of wage moderation did come to pass in the years following the agreement. 

                                          
2 The agreement called for wage increases of approximately three percent per year over the course of the three year pact. 
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Throughout the late 1980s and early 1990s, Irish productivity growth dramatically 

outstripped wage growth, leading to higher profits for firms as well as the desired drop in 

unit labour costs (Baccaro and Simoni 2002, 12). The drop in Ireland’s unit labour costs 

during the reform period was truly remarkable. Although unit labour costs are extremely 

difficult to precisely measure, the OECD estimates that during the 1990s, Irish unit labour 

costs fell in all but two years (OECD StatExtracts 2008). In total, OECD estimates place 

the drop in Irish unit labour costs at over 20 percent over the course of the 1990s. By 

comparison, the United Kingdom and the Euro Area both saw significant increases in 

their unit labour costs during this same period. That wage growth did not keep pace with 

productivity growth during this period is further demonstrated by the precipitous drop in 

the labour income share
3
 that occurred during the 1990s. Ireland’s labour income share 

dropped from approximately 50 percent in 1990 to approximately 31 percent in 2000 

(OECD StatExtracts 2008).
4
 No other OECD country experienced a remotely comparable 

drop in their labour income share during this period.  

To be sure, it is extremely difficult to clearly establish a causal relationship between the 

Social Partnership agreements and the moderate wage growth of this period. Some 

economists have argued that the agreements had no effect whatsoever and merely 

validated results which market forces had already made inevitable. The limits of space 

preclude a discussion of this argument, so it will have to suffice here to say that a 

consensus does not exist on the extent to which the centralized wage negotiations 

deserve credit for the real product wage moderation that has occurred during the Social 

Partnership regime.
5
  

What is harder for critics of Social Partnership to dispute is that this approach has 

produced a much more stable labour relations environment than existed in the preceding 

years. In the years between 1980 and 1986, the number of worker days lost each year 

due to industrial disputes ranged between approximately 300 000 and 425 000. Over the 

following six-year period, the annual range dropped to between 30 000 and 250 000. 

Between the years 1987 and 2000, the annual number of strike days lost to industrial 

disputes rose above 150 000 only four times (O’Sullivan 2001, 12).  Although there were 

certainly other factors at work that contributed to this drop in strike activity, the 

                                          
3 Labour income share is calculated simply by dividing real output by a country’s total labour costs. 
4 Although nominal wage growth was moderate and the national labour income share fell steadily, a combination of low inflation and 

tax reductions ensured that the annual purchasing power of workers steadily rose throughout this period. For example, the average 

hourly real wage of industrial workers rose by approximately 20 percent over the course or the 1990s.  
5 For a brief description of this debate, see Baccaro and Simoni 2002, The Irish Social Partnership and the Celtic Tiger Phenomenon, 

5-6. 
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improvement in labour relations that has occurred in the era of Social Partnership is an 

important reason for this approach’s continued support in government.  

In addition to contributing to a reduction in labour strife, many observers credit the Social 

Partnership agreements with contributing to social cohesion more generally during the 

period of fiscal retrenchment. In many developing economies efforts at necessary 

economic reforms are hindered by the opposition of individuals and groups who suffer 

from the short-term pain that is necessarily caused by periods of restructuring (McCarthy 

2002). In Ireland, although the economic reforms did not have unanimous support, there 

was no such violent reaction. Social Partnership permitted all major socioeconomic 

players to participate in the development of, and agree to the government’s policy 

direction while ensuring that the major concerns of each party were considered and to the 

extent possible addressed. Perhaps more importantly, the broad participation in 

policymaking permitted each group to become convinced that it would gain over time 

from its support of the government’s economic reforms (McCarthy 2002). 

While it is always difficult to clearly identify the causal impact of any particular policy or 

governance approach, particularly in a situation such as Ireland’s in which several 

reforms were simultaneously introduced, it is reasonable to describe Ireland’s Social 

Partnership policy as a success. In the years immediately following the adoption of a 

Social Partnership approach, the major objectives of the policy - wage moderation, 

reduced unemployment and improved labour relations - were all realized.  

Policy Question 

Due to the enormous success of the Irish economy since 1987, policymakers in transition 

countries around the world are very interested in studying the “Celtic Tiger” phenomenon 

in hopes of finding policy lessons that can be applied in their own countries. The 

perceived success of the Social Partnership model, particularly in the area of combatting 

unemployment may therefore cause policymakers to consider adopting a centralized 

wage bargaining system. In an effort to shed light on the question of whether moving 

towards more centralized wage bargaining systems would be wise, the following section 

of this paper will turn to examine the existing empirical evidence surrounding the impact 

of centralized wage bargaining on unemployment levels. Specifically, the policy question 

that will be addressed is: does the centralization of wage bargaining agreements lead to 

lower levels of unemployment? The following paragraphs will examine empirical cross-

country analysis that has sought to answer this question before turning to discuss the 

ways in which the Irish experience furthers our understanding of the relationship between 
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centralized wage negotiation and labour market performance, as measured by 

unemployment.  

Wage Bargaining Centralization and Unemployment 

There are several reasons that economists have offered that suggest that centralized 

wage bargaining will lead to wage moderation and lower unemployment than systems 

that use more decentralized negotiations.  The single most important mechanism by 

which some labour economists believe that centralized wage bargaining leads to wage 

moderation is that coordination causes the internalization of various externalities that are 

created by firm and industry level wage deals (Calmfors and Driffel 1988,163). Of 

particular importance, labour economists who subscribe to this idea argue that wage 

increases at the firm and industry level create a consumer price externality, by 

contributing to the rise of the general price level in the economy. All wage increases have 

an impact on the general price level and, through this impact, create a drop in the real 

disposable income of the actors in the economy who are not directly impacted by the 

agreement (Calmfors and Driffel 1988, 163). Proponents of centralized bargaining argue 

that these sorts of negative externalities are internalized under a centralized wage 

negotiation regime, and that this internalization of negative externalities contributes to 

wage moderation and, therefore, to lower levels of unemployment. 

An influential study of this issue was published in the 1988 volume of Economic Policy by 

labour economists Lars Calmfors and John Driffill. In their paper “Bargaining structure, 

corporatism and macroeconomic performance,” Calmfors and Driffill examined the 

relationship between centralization of bargaining and unemployment in the countries of 

the OECD between the years 1962-1985. The results of the regression analysis 

performed in this study ran counter to the conventional belief of the time, which was that 

centralization of wage bargaining is always preferable to decentralization (Calmfors and 

Driffill, 47). Instead, the authors discovered a “hump-shaped” relationship, with 

unemployment being lower at both extremes of the spectrum of centralization and higher 

in systems characterized by an intermediate degree of centralization in wage bargaining. 

In other words, both the most centralized and the most decentralized were found to 

generally have lower levels of unemployment than intermediate systems (Calmfors and 

Driffill 1988, 14). Calmfors and Driffill summarized the main finding of their work as being 

that “extremes work best” in this area of public policy.  
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Although the paper was highly influential for many years, the hump-shaped hypothesis 

put forward by Calmfors and Driffill has come under increasing criticism in recent years.
6
 

A particularly compelling critique of Calmfors and Driffill’s analysis was published by 

Italian economist Lorenzo Forni in 2004.
7
 In this paper, Forni argues that Calmfors and 

Driffill’s analysis was flawed because it failed to account for the fact that there is a strong 

positive correlation between public expenditures and wage bargaining centralization in 

the OECD countries (Forni 2004, 23). Forni writes that countries with highly centralized 

bargaining systems generally have higher levels of public spending, and public 

employment, than those with intermediate levels of bargaining centralization.
8
 This was 

an extremely important confounding factor according to Forni, because the period that 

was covered by Calmfors and Driffill’s empirical study, 1962-1985, was characterized by 

an unusually high number of powerful economic shocks, particularly during the 1970s 

and early 1980s. Forni argues that high levels of public employment tend to dampen the 

negative effects of economic shocks on the unemployment rate, because public 

employment levels are, generally speaking, less affected by economic downturns than 

private employment (Forni 2004, 17). Due to the economic volatility of the period that 

they observed, Forni asserts that Calmfors and Driffill discerned a positive impact on 

employment from wage bargaining centralization which  was actually caused by higher 

levels of public sector employment (Forni 2004, 23).  

In support of his argument, Forni performs the same regression analysis as Calmfors and 

Driffill, covering the same 1962-1985 period, but with control variables included for 

measures of government intervention in the economy. The apparent positive effects of 

high rather than intermediate levels of wage centralization that were discerned by 

Calmfors and Driffill disappear in Forni’s multivariate analysis (Forni 2004, 19). 

Furthermore, Forni analyzes the relationship between wage centralization and 

unemployment between 1985 and 2000, a less volatile period in which the expansion of 

the public sector in centralized countries slowed down considerably, and finds that highly 

centralized bargaining systems performed no better than the “intermediate” ones in terms 

of unemployment (Forni 2004, 20). To the extent that Forni’s analysis is correct, labour 

market performance cannot be improved by moving towards either extreme, as Calmfors 

                                          
6 In a 2006 paper, Driffill himself concedes that the empirical work of Calmfors and Driffill from 1988 did not adequately account for 

confounding factors in their regression analysis, such as informal coordination of bargaining across groups, the density of unions, 

economic openness and the effects of other macroeconomic policies. 
7 Paper title: “Centralization of Wage Bargaining and the Unemployment Rate: Revisiting the Hump-Shape Hypothesis.” 
8 In his effort to challenge the “hump-shaped” hypothesis, Forni focuses his analysis on those countries that were described by 

Calmfors and Driffill as having either “intermediate” or “high” levels of centralization, while paying less attention to those with “low” 

levels. 
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and Driffill suggest, but can only be improved by decentralizing wage negotiation 

systems. 

The Case of Ireland - An Exception That Proves the Rule? 

Forni’s argument is based on the fact that there is a strong positive correlation between 

greater centralization of wage bargaining and higher levels of public spending. The case 

of Ireland is anomalous in that it has, under Social Partnership, pursued a highly 

centralized wage bargaining system with strong government involvement while 

maintaining relatively low levels of government spending.
9
 This rare combination 

potentially makes Ireland a very useful case study which may shed light on the validity of 

Forni’s critique of the hump-shaped hypothesis. Specifically, the way in which the Irish 

unemployment rate reacts to negative economic shocks will provide evidence either in 

support of the hump-shaped hypothesis, or in support of Forni’s criticism of it. Calmfors 

and Driffill’s model suggests that, due to its highly centralized wage bargaining system, 

the Irish unemployment rate will be relatively resilient to economic downturns. According 

to Forni’s argument, however, since it is public expenditures rather than wage bargaining 

systems that primarily determine labour market performance during global economic 

downturns and that only particularly decentralized systems bring any benefits at all, we 

should expect Ireland’s unemployment rate to be impacted relatively severely by 

worldwide slumps.  

                                          
9 Irish public spending as a percentage of GDP currently stands at approximately 35 percent, significantly lower than most OECD 

countries.  
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The preceding table provides the unemployment rate in selected countries between the 

years 1990 and 2007. The figures for two periods of global economic slowdown, 1991-

1993 and 2001-2003, are highlighted in bold. The data in this table suggests that Irish 

labour market performance was relatively resilient during the first of these two 

slowdowns, and demonstrated roughly average resilience during the second. Between 
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1990 and 1993, Ireland’s unemployment rate rose by 2.2 percentage points, an increase 

of 16 percent from its baseline. Although this is certainly a significant increase, most 

industrialized countries - particularly those in Europe - suffered significantly worse job 

losses during this period. For example, in the United Kingdom, which is often used for 

comparisons with Ireland, unemployment rose by 3.3 percentage points during this 

period, an increase of 48 percent. Other European countries such as Germany, France 

and Denmark experienced increases in unemployment that were significantly greater 

than what was experienced in Ireland.
10

 Although the labour markets of a few countries, 

such as Italy, were as resilient, or even more resilient than Ireland’s during this period, it 

is fair to say that the Irish labour market experienced relatively less job loss than most 

other countries during this economic slump. 

 

 

Ireland’s job creation performance during the global slowdown that occurred during the 

early years of this decade was less impressive. Between 2000 and 2003, the Irish 

unemployment rate rose 0.7 percentage points, an increase of 17.5 percent. In terms of 

percentage increase in unemployment, this constituted a relatively large impact 

compared to most other industrialized countries. The United Kingdom did not experience 

any increase in its unemployment rate, and the average across the entire European 

Union was an increase of just seven percent. Certainly, the job loss experienced by 

                                          
10 The Nordic countries experienced exceptionally difficult economic circumstances during this time and therefore are not good 

subjects for comparison. 
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Ireland during this period was by no means extreme or abnormal. However, unlike the 

earlier slowdown, it is reasonable to state that the Irish economy was at least as severely 

impacted in terms of unemployment by the 2001-2003 downturn as most other 

industrialized countries. 

Whereas Ireland’s relatively strong performance during the 1991-1994 slowdown seems 

to be evidence in favour of the hump-shaped hypothesis, the relatively large 

unemployment increases of the 2001-2003 slowdown seem to support Forni’s critique. 

What is to be made of this mixed evidence? In order to approach this question, it is first 

necessary to consider that Ireland was a very abnormal economy during both of these 

periods, but particularly during the earlier slowdown. As mentioned in the case narrative 

section of this paper, Social Partnership was just one reform that was introduced by the 

Irish government in the late 1980s. Large corporate and individual tax cuts as well as a 

series of incentives for foreign firms to produce in Ireland had also been recently 

introduced. At least in part due to the economic reform package, unemployment in 

Ireland had been trending sharply down in the years prior to the 1991 slowdown, 

dropping from 16.9 percent in 1986 to 13.4 percent in 1990. The strength of the trend 

towards job creation was unique to Ireland among the OECD countries. Considering the 

exceptionally rapid rate of job creation that occurred in Ireland before and after the global 

slowdown, it is reasonable to assume that the domestic forces that were driving 

employment growth in Ireland were still at work during the early 1990s, and likely acted 

as a counterforce against the job loss that was created by global economic forces. In light 

of the fact that the sources of job growth that were unleashed by the reforms of the late 

1980s were almost certainly factoring into the overall performance of the Irish job market 

during the worldwide slump of the early 1990s, it becomes much harder to gauge the 

significance of Ireland’s relative resilience during this period in regards to the question of 

the impact of wage bargaining centralization. While the Calmfors and Driffill model 

predicts that the highly centralized Irish bargaining system should have insulated the 

country to some extent from the economic downturn, it is impossible to determine the 

extent to which the wage bargaining system rather than positive domestic economic 

forces was in fact responsible for Ireland’s resilience. 

The relatively large increase in Irish unemployment during the slowdown at the beginning 

of the first decade of the 2000s may be seen as offering support for Forni’s critique of the 

hump-shaped hypothesis. With the Irish economy near full employment by 2000, the Irish 

employment market was more “normal” than it was in the early 1990s when it was 

benefiting enormously from the job creating forces created by the reforms. Without the 

benefit of this source of job creation, proponents of Forni’s argument may suggest that 

the relative vulnerability of the Irish job market during the 2001-2003 slowdown 
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demonstrates that wage centralization is not an important source of labour market 

resilience. However, it is important to recognize that the Irish labour market’s 

performance during this period was by no means extraordinarily bad. While it is 

reasonable to say that Irish job creation was impacted more than most countries with 

whom it is natural to draw comparisons, the differences were quite slight. It is extremely 

difficult to conclude on the basis of this thin evidence from the relatively shallow 

slowdown this decade that the Irish labour market is particularly vulnerable to economic 

shocks. 

In short, the evidence from Ireland to date offers neither support for nor a refutation of 

Forni’s critique of the hump-shaped hypothesis. However, Ireland’s unique status as a 

nation with low levels of government spending and a high level of wage bargaining 

centralization makes it a case to which labour economists should pay careful attention in 

the years ahead. Because of its unusual policy blend in these areas, Ireland is well 

positioned to serve as the exception that either proves or disproves the rule described by 

Forni. Although the global slowdown of 2001-2003 was too shallow to produce clear 

evidence of the resilience of the Irish economy, the strong likelihood of a much deeper 

worldwide recession in the years ahead may produce much stronger evidence. 

Comparisons of the performance of the Irish labour market in the years ahead to other 

industrialized economies may better position us to evaluate Forni’s critique of the hump-

shaped hypothesis. If Ireland’s labour market proves to be relatively resilient to the 

current global recession, it will provide support for the hump-shaped hypothesis, which 

holds that Ireland’s centralized bargaining system will position it to ensure wage 

moderation and labour market resilience. If unemployment rises dramatically, this result 

will support Forni’s critique and his argument that government spending and public sector 

employment is the more important predictor of labour market resilience during economic 

downturns. While no single example can conclusively settle this disagreement, because 

of the many forces that impact unemployment in a particular country during a given time 

period, Ireland’s unique policy mix positions it to provide labour economists with valuable 

information concerning this issue in the coming years.  

Conclusion: Implications For Policy 

Policymakers in middle-income countries are extremely interested in Ireland’s economic 

growth, and are carefully examining Irish economic policies since the 1980s in hopes of 

discovering lessons which they can learn and apply to their own situations. One of the 

most important concerns of policymakers in transition economies that are considering 

policy reforms and economic restructuring is how to maintain low levels of unemployment 

throughout the restructuring period in order to ensure the continued political viability of 
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reform. The evidence presented in this paper suggests that neither the existing cross-

country empirical analysis nor data from the specific case of Ireland conclusively 

demonstrate whether the adoption of a centralized wage bargaining system such as 

Social Partnership will contribute to, hinder, or have no effect on a country’s ability to 

achieve this goal. In short, the evidence surrounding the causal relationship between 

centralized bargaining systems, such as Ireland’s Social Partnership policy, and 

unemployment, is ambiguous. 

In the face of this ambiguous evidence, it is difficult to provide policy recommendations. 

Although it is impossible to determine Social Partnership’s role in the phenomenon, it is 

important to recognize the Irish labour market did show considerable resilience during the 

relatively deep global downturn of the early 1990s, early in Ireland’s reform period. Even 

if the centralized bargaining system was having a negative effect on labour market 

performance during this period, this negative effect was largely offset by other factors and 

did not create the sort of rapid unemployment growth that would have undermined 

support for the reform process. The performance of the Irish labour market over the past 

20 years clearly indicates that the introduction of even highly centralized bargaining is by 

no means a poison pill that is likely to cause exceptionally poor labour market 

performance, even during deep economic downturns.  

In light of this reality, policymakers in transition economies should recognize and weigh 

the other important benefits that Social Partnership has created. As mentioned in the 

case narrative, labour strife dropped precipitously in the era of centralized bargaining 

which, as well as being an important benefit of the policy in and of itself, was an important 

indicator of the strong social cohesion which existed in Ireland during the reform period. 

The people of Ireland consider Social Partnership to be a great success, with over 70 

percent believing it to be a significant contributing factor in Ireland’s economic success 

(Baccaro and Simoni 2002, 2).  Although popular approval does not conclusively 

demonstrate the wisdom of a policy, the high levels of support point to an extremely 

important feature of Social Partnership, which is that it appears to have provided large 

segments of the population with a sense of ownership over Ireland’s economic reforms. 

By bringing employers and workers into the negotiation process of a hugely important 

element of Irish economic policy and demonstrating an understanding of the concerns of 

these parties, the Irish government has helped ensure that the nation as a whole feels 

that economic reform is a process of which they are a part, rather than a project of a 

particular government that is being imposed upon them. Considering the aforementioned 

importance of maintaining popular support during economic restructuring, this 

achievement of Social Partnership is an important dimension of the story of Ireland’s 

economic success. Although its effects on wage moderation and employment are 
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ambiguous, the evidence of Social Partnership’s positive impact on labour relations, 

social cohesion, and popular support for economic reform is clearer. These potential 

benefits of the Irish approach to wage bargaining should be recognized and carefully 

weighed by policymakers in transition countries in their analysis of the merits of Ireland’s 

Social Partnership policy.  
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