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Ireland: The Recovery Story

• Irish Economy has expanded by almost
19% in real terms in six years since the
depths of the financial and economic
crash.

• Headline GDP growth of 7.8% in 2015
overstates underlying strength of the
recovery due to investment flows and
services trade, but domestic demand
remains the dominant driver of GDP
growth.

• Key structural and external challenges
remain: banking sector, private debt
overhang, external trading conditions,
Brexit.



Getting people back to work: 
a long road ahead

Employment decline during a recession and subsequent recovery
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Reforms Driving the Irish Recovery?

Structural reforms recommended:

Fiscal & Macroeconomic Structural Reforms:

(i) Broaden tax base by introducing property tax and water charges. (ii) Introduction of
new personal insolvency regime.

Product Regulations:

(i) Reform competition law and open up so called “sheltered” professions e.g. legal &
medical profession. (ii) Increase competition in the network industries.

Labour Market Regulations:

(i) Sustainable growth would require internal price and wage adjustment. Two key
policy changes prescribed: reduce national minimum wage and conduct overall
review of the sectoral wage setting mechanisms.

(ii) Institute long overdue structural institutional reforms: better targeting” of social
welfare payments and increased activation of the unemployed.



Drivers of the Irish recovery & 
turnaround in Irish competitiveness

Net exports were sole driver of growth in 
2010, 2011 and 2013.  Export growth was 
accompanied by dramatic turnaround in 
competitiveness.

Exogenous Factors:

• Favourable external trading 
environment in the US and in the UK

• Weak Euro

• Low international fuel prices

Endogenous Factors

• Compositional effect of shift away from 
labour intensive employment 

• Moderate downward wage adjustment 
(via reduction in hours) and consumer 
price deflation



Irish labour market growth in full 
swing

• Some 22% of all full time jobs were
lost during the crisis. Employment is
now back at 91% of pre crisis peak.

• Employment growth driven by those
with high educational attainment-
81% of increase since 2012. However,
well over half of employment increase
is not in high skilled sectors.

• Increase in unemployment in the crisis
years moderated by sharp fall in
labour supply- outward migration plus
discouraged job seeker effect.



Role of structural reforms in 
employment recovery?

• Domestic Demand growth has been 
key driver of employment growth.

• Overall vacancy rate is well below EU 
average, but this masks above EU 
average demand in some sectors and 
very little elsewhere.

• Inward migration flows mask the 
mismatch between skill supply and 
demand. Some 22% of new jobs filled 
since Q1 2012 have gone to non Irish 
born workers. 
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Structural reforms and 
unemployment

• New Active Labour Market 
programmes expected to have 
marked impact on LTU, youth 
labour market participation and 
low/medium skilled who become 
jobless.

• Impact of reforms is that 
probability of going from 
unemployed to inactive is some 
28% less now  compared with 
the late ‘90’s and early 2000’s. 
(Source, Conefrey et al , 2014).



Structural reforms: two types

Deregulation and/or Lighter Regulation

• Reduce national minimum wage (NMW)

• Broaden the inability to pay clauses  for sectoral wage mechanism and conduct 
overall review of the sectoral wage setting mechanisms. 

Ireland was one of the only crisis hit countries to improve labour rights – 2010 cut to 
NMW was reversed in 2011 and recently increased in 2016 and legal basis for 
sectoral wage setting and collective bargaining was strengthened.

Institutional reform

• Enhanced targeting of unemployment payments

• Strengthen job search conditionality and introduce activation programmes for the 
unemployed.



Institutional & Service reform

Two Phases of the Government’s Pathways to Work strategy

1) 2012-2015

• Transformation of the public employment service

• Enhanced engagement with jobseekers and increased conditionality

• Increased matching with activation places and incentives to employers to take on
the unemployed.

2) 2016-2020

• Expansion and Consolidation of existing services

• Roll out of Jobpath

Too early to estimate the impact of reforms but they should drive down long term
unemployment rates



Future reforms critical to higher 
employment rate and higher productivity

1) Female Participation

Maternity leave, availability of 
childcare provision and the marginal 
tax rate of the second earner in a 
household are key issues in addressing 
female participation.

2) Access to skilling and training for 
existing workforce and jobseekers

47% of all those in employment in 
2015 have higher educational 
attainment. Some evidence of under-
utilisation of skills in current take of 
new employment.
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