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Abstract

Reception and implementation of public sector mefadeas varies across countries. Westminster-
type systems (Britain, New Zealand, Australia, &ahada) adopted New Public Management ideas
most enthusiastically. Ireland was slower to do Gontinental European countries were the least
enthusiastic. This gives us some insight into thigipal and organizational conditions that undarpi
adoption of NPM, and of post-NPM, which now coiresdwith international economic difficulties.
The Irish experience provides a useful prism falgsing the issues involved in seeking to alter the
‘public service bargain’ under conditions of ecomormarisis. Membership of the Euro provides
protection against currency collapse, but alsoilsnsvere cost adjustment measures without the
cushion of devaluation. The reassertion of centnainagement of budget allocations involves
making stark choices between the numbers empldlzedsolume of services delivered, and the rate
of remuneration of employees. The options facingegoment depend not only on the scale of fiscal
problems, but also on the manner in which the giisipolitically managed and the legitimating

strategies available.
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1. Introduction

The challenge of how best to achieve public seetficiency is a recurring theme in the political
discourse of democratic societies, and all the nsorevhen the public finances are under pressure
and budgetary restraint assumes a higher pridryand is currently experiencing a more severe
economic downturn than many of the advanced indlistocieties in response to the global financial
crisis. This has implications for its public secta@form ambitions, since achieving increased
efficiencies and greater effectiveness is partityldifficult in an environment of severe fiscal

restraint.

Section 2 of this paper outlines the political emoy context that has made the role of the state
problematic in contemporary political economiesptring up new challenges of effectiveness and
efficiency for public sector organization. Secti®mutlines variations in the extent to which public
sector reform ideas have taken hold, and situatdanid’s experiences comparatively. The next
section outlines the particular forms that pubkcter reform has taken in Ireland, and shows that
this was more symbolic than substantive. The fgdttion looks in more detail at the current
challenges facing the new phase of public sectfmrme during an economic downturn. A brief

conclusion summarizes the argument.

2. The political economy context of public sector reform

Public sector reform has been on the agenda o&dwanced industrial societies since the 1970s,
which was a watershed period in global politicabremmy. Countries’ initial responses to the 1970s
oil-price crisis were varied, with different pribds accorded to state interventions to sustain
employment levels (Glyn, Hughes, Lipietz and Sii§82; Scharpf 1991). But as inflationary trends
proved difficult to contain, and states incurreceregreater fiscal deficits in response to higher
welfare needs as well as industrial supports, tstamability of the dominant post-war Keynesian
paradigm came increasingly into question. During 1880s, monetarist ideas gained the status of a
new economic orthodoxy, aided in part by the OETHIs had implications for domestic economic
management priorities, arguing for a strengthenintpe play of market forces and a reduction of an
activist state role. This led to a shift in pricgg across many areas of policy. a preference for
privatization over nationalization of productivesats and utilities, prioritization of inflation cwal
through monetary rather than fiscal means, rednaiofiscal deficits through spending cuts rather

than tax increases, and a redesign of tax instrtsmeravour of neutrality rather than progressivit
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The market-conforming policy shift also had imptioas for global political economy: market
forces were to be given freer rein not only witmational economies but also trans-nationally,
resulting in a tilt toward relaxation of controlses capital mobility, and renewed commitment to
trade liberalization — the start of the modern ghast globalization (Deeg and O'Sullivan 2009;
Eichengreen 2006; Gilpin 2001).

Yet even as the global context of macroeconomic agament changed inexorably, national
variations persisted in the combinations of ecomopulicies they adopted, and in the profile of
economic performance they displayed as a consequéticcountries have to adjust to the reality of
international capital mobility and the immense ppwaed speed of money markets. The degree to
which this constrains government options on taxatmd spending is a subject of much active
debate. The constraints are real, and the parasnettiin which governments can choose effective
policy combinations has shifted (Busemeyer 200®X iYis by now well established that the forces

of globalization do not have uniform effects onioia&l political economies.

Three broad clusters of types of political econoang commonly identified. The ‘liberal market
economies’ (LME), comprising the USA and Canadastfalia and New Zealand, Britain, and
Ireland, feature production systems that are omgahto be adaptable to short-term shifts in market
signals. The ‘coordinated’ or ‘social market ecmmes’ (CME or SME), including Germany,
Austria and Switzerland, the Netherlands and Beigiand the Nordic countries, tend to be less
flexibly responsive in the short term, but to hgwewverful capacities for long-term performance
maximization. A third cluster of countries, the %ad market economies’ (MME), including France,
Italy, and Japan, permit a significantly greateedi role for the state in managing and even owning
productive facilities (Hall 2007; Hall and Soski2@01; Molina and Rhodes 2007).

Contrary to neo-liberal ideology though, it has dree clear that there is no single best recipe for
generating successful economic performance. Thereoi ineluctable ‘race to the bottom’ to
dismantle social protection (Ferrera, Hemerijck &mbdes 2004; Sapir 2006). Business interests no
not have a single simple set of preferences allmuoptimal economic environment in which to
invest, although they are less forgiving about tlebt implications of high spending levels in
developing countries than in developed economiess(®y 2003; 2005). Country profiles continue
to vary significantly: notwithstanding recent biag around the edges, production systems continue
to be organized in systematically different waysirg rise to different patterns in the preferenoés

both business and employees for welfare protedtitall 2007). Globalization is a real economic
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fact, but as Dani Rodrik has argued, among othbese are ‘many recipes’ (Rodrik 2007) for
adjusting to its realities. As Figure 1 below itlages, the LMEs did not systematically out-perform
the social market economies between the 1980s @D@s2growth performance varies depending on
the period one looks at. As might be expected libe¥al market economies tend to both lose and
create jobs more quickly; and social market ecoesmwhile more intensively involved in

exporting, did rather better overall on measureés@ime equality.
Figure 1. Selected indicators of economic perforredny variety of capitalism

While scholars debate the terms in which systengatiterns of economic organization and welfare
provision should best be analysed, there is naydéesment that there is a great deal of variation in
for example, the way state and market relate to amsther, the way firms organize, the legal
framework governing shareholder interests, the le#égy environment, and the extent and
penetration of welfare supports into the labourketand the household (Crouch, Streeck, Boyer,
Amable, Hall and Jackson 2005; Esping-Andersenljgalemerijck and Myles 2002).

These variations in the systematic ways in whietest structure and regulate markets are reflected
in other ways of classifying the rich democratiauetries. For example, the distinction between
liberal market economies and the rest mirrors tiséingtion between common-law countries and
administrative law countries (which may in turn &eb-divided into, for example, Napoleonic,
Germanic, and Nordic variants). The organizati@@daratus of the state functions very differently
in each case. The state is not a uniform struetitfe uniform features. As Peter Evans notes, ‘state
are not generic. They vary dramatically in thetemal structures and relations to society. Diffiére
kinds of state structures create different capexitior state action’ (Evans 1995, p.11). The
institutionalized ways in which state structures ambedded in the economy, and the nature of the
linkages that states have with organized interegitge them very different opportunities for
consulting, for processing societal demands antemmeces, for implementing policy. Patterns of
governance are sometimes characterized as base@anbination of hierarchical decision-making,
facilitation of market signals, and consultationthwnetworks of organized interests (Kjaer 2004;
Kooiman 2003). But government is not analyticaligtiict from governance. The ‘shadow of
hierarchy’ is the precondition and the guarantoalbfmodes of governance (Goetz 2008; Héritier
and Lehmkuhl 2008; Scharpf 1997). A moment’s reitec reveals that each of these modes of
governance in fact depends on the support avail@bteemocratically elected politicians from the

public bureaucracy.
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Public service employment may feature systematiferéinces in patterns of recruitment, career
mobility, and connections with democratically edsttand accountable political representatives
(Newton and van Deth 2005, pp.120-121).

For example, permanent appointment to the publimi@idtration is typical in many countries

including Britain, France, and Germany. But poéitiappointment on a temporary basis of the top
cadre of administrators is the norm in the USA, mehabout 3,000 people are appointed to top
Washington positions with each change of admirtistta France and Germany also feature a
stratum of appointments that are made on politigalinds to support incoming ministers, whose
term of appointment lapses with that governmentt the practice of having an intermediate
‘cabinet’ on the public payroll, but outside the terms tdrslard career employment in the public

bureaucracy and outside normal ministry structusslsecoming more common.

Similarly, civil servants in some systems are exgp@t¢o be generalists, able to turn their abilites
any task: this is the case in Britain and Irelado in Italy, Spain and Portugal. But prior attaent
and updating of technocratic skills, especiallyalegkills, are prioritized in France, Germany, the
Netherlands, and the Nordic countries. Recruitnedtawn from elite structures in many countries,
most strikingly in France and Japan, but is morenoplsewhere. Even if political neutrality is
assumed, Knill distinguishes between ‘instrumentalteaucracies on the Whitehall model that
service the government of the day, with ‘autonomduseaucracies characteristic of continental
European legal traditions in which the civil seevis expected to aggregate and protect public
interest considerations (Knill 1999). Yet in marguatries, the tension between bureaucracy and
democratically elected representation is growingsdems that career civil servants experience
difficulty striking a balance between independensabordination to political leadership, and

personal career development.

And finally, the problems of managing politicizatiof the senior bureaucracy take a different form
again in post-communist countries that have not &@mdng traditions of impartiality in state
administration, nor have they had and ethos ofeiiiistrumental or autonomous policy-making in
the public service (Goetz 2001; Goetz and Mard389).

As Hood and Lodge point out, the dimensions ofateon are more complex than conventional
distinctions typically capture. The ‘public sectbargain’ may be struck very differently across
countries, when we consider the range of issudsatieain contention such as prior training required

for appointment to and promotion within the semsoril service, the terms of remuneration, the
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degree of political partisanship permitted or expecand the responsibilities associated with these
positions. And it is a ‘bargain’ that is not struokilaterally by one side or the other, but that
emerges through complex historical trajectoriemedotiation and compromise between politicians
and senior bureaucrats (Hood and Lodge 2006, 3A®)ough they distinguish between what they
call reward, competency, and loyalty bargains, Heodl Lodge note that individual countries
increasingly have a mix of types of public serviza&rgain across different areas of the public
administration — top and medium levels of the dmreeaucracy, regulators, Central Bank, and so on
(Hood and Lodge 2006 139-149), which makes it mdifécult to generalize about a single

dominant approach in any one country.

The most basic aspect of state capacity is the sga@mployment in the public sector — and there is
still considerable variation in the size of thetstmeasured in this way, as Figures 2a and 2b below

show.
Figure 2a. Employment in general government ag@ep&age of the labour force (1995 and 2005)

Figure 2b. Employment in general government andipabrporations as a percentage of the labour
force (1995 and 2005)

In 2005, Norway and Sweden had the largest prapodf employment in general government, with
traditionally ‘small states’ such as Switzerland dapan toward the other end of the scale. Buethes
figures do not tell the whole story about the 3f¢he public sector in general, as many aspects of
welfare services, for example, are organized thndagal government. Even confining our attention
to national-level employment, adding in employmamtstate corporations changes the picture
somewhat, and brings the size of state employnmeRtance up considerably, along with the Czech

and Slovak republics with their large communistsede legacies.

All of this means that bureaucratic structures pablic sector employment more generally have to
be understood as part of the overall governancemsysf a society. Bureaucratic organization itself
is not merely an instrument, but is an institutiostaucture that is embedded in a network of legal,
organizational and normative practices that vagssimationally. It implies, drawing on Weber’'s

classic definition,

a larger organizational and normative structurere/tgovernment is founded on authority, that is,
the belief in a legitimate, rational-legal politicarder and the right of the state to define and
enforce the legal order.... between citizens arettetl representatives, between democratic
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legislation and administration, within administoatj and between administration and citizens as
subjects (as well as authors) of law (Olsen 20p=223).

3. The differential reception of New Public Management reforms

New Public Management (NPM) has often been sedgheasounterpart in public sector reform to
neo-liberal economic thought. Concerns with redgdime size of government and expanding the
scope of market disciplines had implications fomgnaspects of public sector organization. NPM
has no consistent doctrinal core and there is ngawsus on a definitive checklist of indicatorsuabo
what matters most. However, public sector actisitiad developed many commonalities during the

20" century, which now came increasingly into question

Profiles of NPM

Two aspects of the public sector might initially distinguished: the extent of direct ownership of
public assets, and the degree to which privatesetdanagement principles might be brought to bear

on the organization and activities of the publictse

Privatization is defined as any shift in the dibutiof state ownership of resources, including the
commercial disposition of a portion of the shares fall far short of full disposal of these assete
private ownership. Another aspect of change in éhgagement of the state in the productive
resources of the economy is the growth of publicgbe partnerships — where infrastructural
investments might once have been resourced frontanitolled by the public purse, private sector
investments deriving an income stream over timeatmec more common. Shifts in the public
composition of economic activity took place in ma@CD member states during the 1980s and
1990s, impelled in part by the EU’s interest inrgasing competition and extending public sector
tenders as part of the process of completing ttezrial market from 1992 on, and further fuelled by
the (frequently controversial) rapid transformatmithe economies of the former communist bloc
(Aslund 2007; Schneider and Hage 2008; Wright 19B4j though this tailed off during the 1990s,
privatization took off again during the 2000s, madarly in the larger European states where state

ownership had persisted more stubbornly for lof§ehmidt 2008).

Privatization and public-private partnerships, treatly in areas of activity that were not subjexct t
market competition in any realistic sense, gave tisa renewed need to ensure that vital areas of

economic activity were managed in ways consistdtit mublic interest considerations. Hence the
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increased scope of markets goes hand in hand étlgrowth in number of regulatory agencies and

the expansion of their reach (Levi-Faur 2005).

Along with the growing emphasis on promoting préeszaector ownership went a heightened regard
for what were taken to be the dominant organizali@spects and values governing private sector
management. Yet these also needed to be respdospugblic needs, for which elected politicians

ultimately were going to be held accountable. Thiedives were to make the public sector

lean and competitive while, at the same time, gyyblo make public administration more
responsive to citizens’ needs by offering value fmwney, choice flexibility and transparency
(Groot and Budding 2008).

This uneasy conjuncture of objectives created ¢erssbetween political responsibility for the qualit
of government, and the organizational autonomyrtakebe a prerequisite for achieving efficiency
(Aucoin 1990). Most western countries adopted NRMsome variant or other; the ideas were
pervasive and persuasive. But the terms in whiekdhensions were resolved showed considerable
variation. The countries that were among the finstvers in introducing and implementing NPM
were Britain, New Zealand, and Canada, all of thié&eral market economies. But the diffusion of
these ideas was not confined to LMEs: the Nethddaand Denmark were also early adopters of
these ideas. Germany was considerably more caydodsFrance was a notably late adopter (Pollitt
and Bouckaert 2004). The degree to which NPM refomere adopted and implemented was
therefore not directly related to the underlyinditpzal economy or to perceived functional adaptive
requirements. Comparative studies have revealddittioaved a great deal to two factors: partisan
politics, where governments of the right and ‘thivdy’ social democratic parties were more likely
to be sympathetic to market priorities; and thdtal leadership generated by government itself,
since reform initiatives led and managed from wnitthie civil service itself — as in France, and in
Ireland — was notably more limited in scope and iiorb (Binderkrantz and Christensen 2009;
Hardiman and MacCarthaigh 2010, forthcoming-b; Satm2003).

Three facets of public sector reorganization canidentified, across which we can identify

considerable variations in the extent of adoptibNBM-inspired reforms:

» Delegation. This transforms the career profile ofil cservants — the recruitment, career
progression pathways, and remuneration packagee gfublic sector compared with the private

sector.
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» Decentralization. This entails the organizationalfedentiation of the civil service into

functionally specialized agencies, with the objeztf ‘letting the managers manage’.

» Devolution of financial and other controls. Pubkector managers acquire control over
decentralized budgets, disciplined by performarargets, with the objective of ‘making the

managers manage’.

The career profiles of civil servants display cdesable variation. The OECD identifies two

dimensions along which civil servants’ careers mnisy organized. Appointment and career
progression may be based on a relatively closetkrsysvhereby promotion is based on lifelong

career commitment to the public service; or it rhayorganized around open competition to all posts
including from outside sources. France, Japan -r@hahd — display the most strongly career-based
structures. Britain, Australia and New Zealand, afb the Nordic countries, show the strongest
commitment to open position-based recruitment. Tegree of delegation in human resource
management to line managers is strongly correlatgdthe degree of position-based recruitment, as
Figure 3 below shows. (This does not of courseasgyhing about the how well staff are managed,
only about the autonomy and flexibility of line nagers in identifying staffing needs, recruitingdan

managing people).

Figure 3. Relationship between type of recruitmeystem and delegation of HRM in central

government

The delegation of managerial autonomy is frequesslyociated with the creation of new specialized
agencies, and the corresponding reduction in nusnbiecore civil service. Britain proceeded most
energetically with this reorganization of the corel service, as did New Zealand (Christensen and
Laegreid 2006).

Associated with increased managerial autonomy,iméedrowing reliance on decentralized budgets
that involve variations in remuneration packagaesthie form of performance-related pay, bonuses,

and other mechanisms designed to keep the focatta@ning the specified performance targets.

Figure 4. Extent of the use of performance assa#ssia human resource decisions in central
government

Figure 4 shows that formal performance assessmiays ghe most important role in reward
decisions in the Nordic countries and in Britainysialia, New Zealand; least in Iceland, Belgium,

Hungary, the Netherlands, Italy, and (once agaivipg itself to be an outlier) in Ireland.
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Reforming the reforms: post-New Public Management

There is therefore no single blueprint for identity NPM, rather a range of measures that might be
adopted to greater or lesser degrees. The OECD #grestates display a considerable range of
experience with adoption of NPM ideas. Yet NPM hasproven to be the cure-all for managing the
public sector. For each of the dimensions along clwvhmarket-inspired change has been
implemented, there are corresponding problems lbae arisen which are not capable of being
managed through market mechanisms (Hood and Pi@edy. Figure 5 summarizes the tensions that

arise between NPM reforms and the democratic paliprocess

Figure 5. Tensions between NPM reform and demacpaticesses

Each of the three dimensions of NPM generatesr@gmonding problem for democratic politics.
» Delegation vs accountability.

The delegation of responsibility down a chain ofhauty within the public sector throws up new
problems of who is to be held accountable whengthigo wrong (Morten and Jarle 2009). In the
private sector, line managers who do not have peemtaemployment status can be disciplined and
ultimately dismissed. But public sector accountigbiianges into areas in which there is no private
sector equivalent. The state may delegate respbtysilor managing prisons, for example. But
depriving citizens of their liberty cannot be damighout the authority of the state itself backing i
(Bovens 2007; Hood, James, Peters and Scott 200%¢rs are very likely to continue to want to
hold elected politicians responsible and accoustédyl management of prisons, or health services,
or major infrastructural utilities on which largambers of people depend.

NPM has not proven to be a panacea for generaffieacies. The quality of service is often
problematic. But more fundamentally, core values put under strain. Are voters primarily
customers and consumers of services, or are therg with rights and entitlements to public
goods? This tension is not easily resolvable. ytive 2000s, the pressure in many countries tended

to push toward restoring mechanisms to ensureggrdamocratic accountability.
» Decentralization vs coordination

The specialization of function reflected in the gass of agency creation gave rise to unanticipated
problems of policy fragmentation (Christensen, &mel Laegreid 2007). As in the first wave of NPM
reforms, Britain has been to the fore in the newsrenist wave, with ‘Whole of Government’
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reforms and aimed at reintegrating functions tleat hecome excessively dispersed and improving
policy coordination, and the ‘Better Regulationitisives aimed at coordinating the variety of
regulatory activities that has grown up (OECD 200%}). Other countries undertook similar
initiatives: for example, the reversal of ageneaifion in the Netherlands was deemed necessary to

improve the policy capacity of ministerial departitse
» Devolution of financial autonomy vs budgetary cotgr

The delegation and decentralization of managetisdreomy tended to be accompanied by financial
decentralization and budgets that were focusedaaget attainment. But two unexpected problems
emerged: quality of performance, and budgetaryiglises.

Budgetary sanctions proved in many cases to prosid#isappointing control mechanism over
performance (van Dooren, Bouckaert and Halligar02@drthcoming). Paradoxical outcomes began
to proliferate, especially in British public policywhere performance targets were extensively
adopted, whereby public service providers perforrsgongly to target, but with poorer than

expected outcomes for the quality of service dejivaerall. Examples of perverse initiatives began

to gain publicity, especially in education and aalthcare delivery.

But the principal incentive for seeking to re-e$isfbcentral control over budgetary allocations was
fiscal. Comparative studies have demonstrated‘tkatralization of budgeting procedures restrains
public debt’ (Hallerberg, Strauch and von Hagen72Qf 338). For Eurozone member states, the
rules of the European Stability and Growth Pactwioied framework requirements for multi-annual
budgeting, spending, deficit, debt, and repaymehedules. The penalties for breach of the ESG
rules have proven to be considerably less onerbas some had predicted, and less directly
disciplinary in their effects than, for examplepsle which the Bundesbank had implemented in the
pre-Euro German economy (which also had knock-tects for neighbouring currencies pegged to
the DeutchMark) (Blavoukos and Pagoulatos 2008;lerzrg and Bridwell 2008; Hallerberg,
Strauch and von Hagen 2009). Nevertheless, dun@@®00s some countries in the Eurozone found
themselves at the unpleasant receiving end otismti from the European Central Bank for letting
inflation run too high, for breaching fiscal defidimits, or for exceeding target total debt levels
Ireland was one of these; so was Portugal, as wasc@é. The single European currency meant that
member states had no resource to monetary poli@xcnange rates to control inflation or restore
competitiveness. This placed a disproportionatedémiron national-level fiscal disciplines as the

main plank for securing the multilateral viabilitf the single currency. In addition, of course,
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domestic cost containment (especially wage anc peicels) became very much more important as
the principal mechanism whereby members statesdcouhintain competitiveness, adjust to

asymmetrical price shocks, and avoid open unempgoym

But until the financial crisis of the late 2000suatries’ capacities to enforce internal deflateere

not seriously tested. The crisis contributed toatlyeincreased public intervention in western
economies in the form of massive state supportisedanking sector. Temporary fiscal stimulus in
the form of increased spending and tax cuts, itaBrifor example, also worsened the fiscal deficit.
The associated recessionary conditions drove umployment and therefore increased welfare
spending. But the impact of the crisis turned oube very much more severe in those countries that
had not already been managing a tight fiscal ppbecythat had permitted an asset bubble to emerge,
or that had permitted cost competitiveness to aetde. Spain, Greece, and Ireland were among
those least well cushioned and therefore most sbvébit.

4. The profile of public sector reform in Ireland

From the preceding section we can see that NPMsidese implemented in highly variable ways
across countries, and that Ireland is somethingrobutlier. It is a liberal market economy that
shares a common legal and institutional inheritawgé other English-speaking countries. One
might have expected that it would have been ambagetirlier and more enthusiastic adopters of
NPM ideas. Instead, it behaves more like the mtatss France and the Mediterranean countries on

most indicators.

In formal terms, Ireland does indeed appear to lz@apted several of the tenets of NPM up to the
2000s, and to be concerned to address some obthassues arising from the post-NPM movement
in the recent past. Substantively, however, themeynof these features are less than persuasive. Thi
is apparent when we consider in turn each of thettral features of public sector reform outlined
above: privatization, agencification, and publictse career profile.

* Privatization, liberalization, and the rise of tlegulatory state

State enterprise was a major plank of independesiaind’s bid for autonomous economic
development between the 1920s and the 1960s, amdsita relatively late starter in the laté"20
century move to privatize state companies (Hardirmad Scott 2009). But during the 1990s it

ranked as '8 most active among OECD countries; it was also anthe most enthusiastic adopters
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of the model of Public-Private Partnerships (Dé&oR006; Palcic and Reeves 2004/5). This was
accomplished without any great political conflicgmployees in state enterprises were also
shareholders, and were well remunerated for thagghén ownership. And yet, alongside the trend
toward divesting the state of ownership of utifitend productive enterprises, new bodies were being
created, so that Ireland actually has more natitaval public enterprises (without even counting th
banks that have recently been nationalized or vedemajor state supports) than at any time in the

past, as Figure 6 shows.
Figure 6. Commercial state enterprises

In the late 2000s, Ireland fell in line with theémational move toward ‘better regulation’, with a
dedicated website and annual forum devoted to‘itmigortant part of the Government's drive for
greater economic  competitiveness and modernisatiamf the Public  Service’
(http://www.betterrequlation.ie/ehgAs Figure 7 below shows, there was a markedeas® in the

rate of creation of regulatory bodies after 199@, great majority of which were statutory (though

some private delegated regulatory powers also)exist
Figure 7. The legal form of regulatory agencielahand

By the late 2000s, Ireland had the largest numbeggulatory bodies of any of the states included i

a cross-national database of regulatory agenced-ftaur 2006; Scott 2008).
» Agencification without decentralization

In fact, Ireland has seen a strong trend towardticne of new agencies of all sorts over time, as

Figure 8 shows.
Figure 8. Agencies in Ireland: new and cumulative

The functions served by these agencies are regedllre growth of regulatory agencies has already
been noted; there was some increase in bodies ad\dsory nature; but the strongest growth is seen

in the area of service delivery, as Figure 9 bedbaws.
Figure 9. Functions of agencies in Ireland

Yet this was not accompanied by any correspondeaddirte in employment or scope of activity of

core ministerial departments, nor of any build-igare policy capacity to counter-balance agencies
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as delivery systems. Rather, as the OECD notednajar review of the Irish public service in 2008,
what seems to have happened is a largely ad hderiey to create a new agency to serve each new
need as it arises, in a manner that enabled pothalgers to circumvent limits on public sector
recruitment and budget allocation (OECD 2008, p®-29 So the agencification of the Irish public
service was driven by motives that reflected, iftamg, the very opposite of efficiency-seeking
budget-limiting rational management priorities.ldred currently experiences similar problems of
poor policy coordination and fragmentation of resgbilities as other countries that had been more
consistent adopters of the NPM agenda, but for erattlifferent reasons (Hardiman and

MacCarthaigh 2010, forthcoming-b forthcoming).
» Civil service careers profiles

We have already noted in Figure 4 that Irelandisl ciervice remained largely untouched by the
logic of NPM reward systems. Career advancementopased out, but only within the civil service
itself. Little or no discretion over human resounsanagement was devolved from the centre. During
the 2000s, sizeable pay bonuses were made avaitallieggher civil servants, linked to performance
assessment. But these were not conditional on pegif&c performance targets, and were not
strongly conditional. Virtually all eligible candates received them. Furthermore, the basic payg rate
themselves underwent rapid upscaling, as the ReBiesly on Higher Remuneration in the Public
Sector explicitly adopted private sector compagafor senior public service positions. This was in
line with the NPM argument that senior managemespansibilities in public and private sectors
should attract comparable rewards. But in the atesef the other disciplines and demands on the
senior civil service, significantly raising the pagiling significantly raised the public pay bill
without necessarily ensuring commensurate efficemacMeanwhile, the numbers employed at
senior levels in the civil service increased farenmpidly than in all other grades (Hardiman and

MacCarthaigh 2010, forthcoming-a forthcoming)

Explaining the trajectory of public sector reform in Ireland

Ireland has had recurrent phases of interest iigpgbctor reform: in the late 1960s, in the early
1990s, and again in the current period (Devlin Ref670; McKevitt 1995; OECD 2008). As we
have noted, the institutional inheritance meant lfledand experienced many of the same impulses to
seek public sector reform as did other English-kipgacountries with Whitehall-type bureaucracies
and Westminster-type parliamentary systems: to ggekter efficiencies in public spending, to

promote initiative-taking by public employees, toprove the quality of services. Ireland, Canada,
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New Zealand, and Australia, like Britain, had redaly well-qualified public service employees,
relatively uncorrupt public administrations, andteong persistence of the political neutrality loé t

civil service. Yet Ireland proved very much thedagd in this group.

The main phase of public sector reform, which bemathe early 1990s under the inspiration of
NPM ideas and the example of reform in Australia &ew Zealand, was initially termed the
Strategic Management Initiative, and was at firsiratiative on the part of a group of senior civil
servants. Later taken under the wing of the Depamtnof the Taoiseach, it was rebranded as the
‘public service modernization programme’. This beeaan instrument for government to engage
with EU initiatives in areas such as regulatory attpassessment, e-government, and so on. The fact
that it was a bottom-up initiative, emanating fraanior civil servants themselves rather than
originating in a government manifesto, is no neagsseason for it to be ineffective. But New
Zealand and Canada started their public sectormsfaearlier, progressed faster with them, and

refashioned structures and practices more extdgghan Ireland did.

Comparative analysis suggests that three prindgetbrs can be identified which help explain
contrasting outcomes:

* Implementation of financial disciplines

» Capacity for policy coordination

» Government drivers

Ultimately all three factors can be summarized uribde single heading ‘the shadow of hierarchy’,
that is, a strong commitment by government to achgeclear and consistent set of policy objectives,
with a strategy to which all government memberscaramitted for achieving them.

Financial disciplines

Budget-setting remained highly centralized in thehl case, including rates of pay, as noted above;
and unlike other countries that implemented NPMy p@&s not closely tied to changes in work
practices (Roche 1998). Budget allocations werenmaxde conditional on structural change, and the
‘modernization agenda’ had no specific content. Reenation rates were set by the national-level
pay determination mechanisms, dominated by theomalti social partnership framework deals
between 1987 and 2009 (of which more below).

A major review of the structure of public sectorypaas undertaken under the terms of the pay

agreement entitleBrogramme for Prosperity and Fairness (2000-2002). This was intended to take
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care of anomalies between public and private sqagmrates, as public pay was believed at the time
to have fallen behind the private sector during tb@om. It was also intended to deal
comprehensively with the persistent tendency toveattisustaining leapfrogging pay claims based
on relativity and differentials within the publicedor itself. The ensuing Public Service
Benchmarking Body, which reported in June 2002, waiticized at the time for recommending
significant pay increases for most public employées without making explicit what the bases for
its recommendations were. The suspicion was thawa$ primarily a means of settling pay
grievances in the public sector, rather than a @@sim for calibrating public and private sector.pay
Pay awards in the public sector continued on anangwrend during the 2000s. By the late 2000s,
evidence was accumulating that public sector ptgsraere not outstripping the private sector. Yet
there was no mechanism for downward revision cdtret costs (Boyle 2008; FitzGerald 2002;
Kelly, McGuinness and O'Connell 2009).

Benchmarking, in addition to the subsequent paysdeaall that were negotiated in 2003 and 2006,
was meant to provide for ongoing flexibility in vkopractices without further financial recompense.
This was explicitly built into the agreement titl&dward 2016 (2006). However, the details of what,
how, and on what terms flexibility and rationalinat were to be implemented were never spelled
out for either the core civil service, or for pub$iervice workers in areas such as health, edugatio
police, prison officers, and so on. This failurepoblic sector management to drive change contrasts
with developments over this time in the privatetseavhere rationalization of work practices was
extensive. Furthermore, while performance-basedises were indeed introduced for senior civil
servants and public sector employees, these werrgeniously conditional, and became an expected

part of everyone’s remuneration package (HardinmehMacCarthaigh 2010, forthcoming-b).

Capacity for policy coordination

Devolution of autonomy within the civil service anteation of autonomous functioning by public
agencies implies a capacity to set targets abopcties and outcomes. In Ireland, control over
policy implementation continued to flow from thetavith very little commitment to real functional

devolution. This did little to expand the capaaitlythe system to cope with new challenges. As

! Abolition of bonus payments was recommended byRiseiew Body on higher-paid public employees, iptSmber
2009. Yet senior civil servants argued that bongbesild be treated as part of core pay for thegeepf calculating
pay cuts imposed in January 2010 (see below p-28derscoring the fact that they were not regaedeskriously

conditional at all.
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noted above, the creation of new agencies was tfeeresponse to new problems: this would enable
new staff to be recruited, with specific objectivAgency proliferation reflected the weakness ef th

core civil service rather than its strength.

Furthermore, while staff mobility across departrseabhd more open competition for promotion
within the civil service was encouraged by the miodation programme, this had a paradoxical
outcome. In a system based on generalist princgfl@scruitment, where learning on the job is so
important, promotions across departments tendgwltren the dispersal rather than intensificatién o
specific policy expertise. The growth of governmegliance on externally sourced expertise in the
form of consultancy reports suggests that the padiace standards of the core civil service were

lower than required.

The extent of engagement between the public seraim® what we might term civil society
organizations varies considerably. The social gastmp processes expanded to include wide-
ranging consultative and policy advisory committemsd included representatives from the trade
union movement, employers’ associations, and aetyarof community and voluntary sector
organizations, along with representation from tremeconomic and social departments of the civil
service itself. These working groups developed gyolroposals on many issues arising from
employment relations and working conditions; agipi@ants have noted, almost everything touches
upon labour market concerns in some way. But tleperts made relatively little impact on the

standard working practices of the civil service attéments themselves (Hardiman 2006).

Government drivers

The key to public sector modernization ultimatédglin the strength and coherence of government’s
commitment to ensuring it happens. This is the &®a of weakness in the Irish case. In Britain or
New Zealand, where two-party government competit&lmarpened policy options, market-
conforming priorities, once adopted, could be dtiw®ugh by a strong coordinating state. In New
Zealand, it has been noted that ideas about maabsfereforms in the public service began within
the senior civil service itself, initiated by Chgmschool economists in the Ministry for Finance,
during the 1980s. But these gained no tractionl intieasonably sympathetic government was
elected which took on these ideas and was prepargdplement them (Boston, Martin, Pallot and
Walsh 1996).

In Ireland, public sector reform ideas drew sonspiration from the New Zealand experiment. But

the senior civil servants themselves did not gdasas to advocate disruption of some of the key
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elements of the Irish ‘public service bargain’ whiaccorded many privileges to its senior cadres.
And with no left-right divide, ideological choicés party political debate tend to be blurred, ie th

interests of vote maximization. No Irish prime nster resembled Margaret Thatcher in Britain, or
David Lange in New Zealand, or Brian Mulroney inn@da, who were animated by reforming zeal
and willing to do battle with vested interests thiave market-conforming reforms. The dominant
policy-making style in Ireland has a bias towardsidtation, toward seeking compromise, or at least

toward brokering a deal that will avert open cantfli

This is especially evident in labour market manag@mThe adversarial conflict in a voluntarist
industrial relations system had proven damagingamby to business competitiveness but also to
trade union and employee interests during the 186dsagain during the 1980s. Social partnership
provided a structure to manage pay determinatiefiseé industrial conflict, and take soundings
about policy preferences from various organizedreggts (Hardiman 2006; Roche 2009). It has been
argued that the quality of decision-making depematsonly on the capacity of government and its
public administration to consult and engage witgamized interests, but also on its capacity to
aggregate and prioritize those inputs in the lighbroader public interest concerns (Evans 1995;
Pierre and Peters 2005; Weiss 1998). But the siskat the policy process will become colonized by
sectional interests — not least those of senidt servants themselves. Much depends therefore on
the government’s commitment to setting clear pliesi and the willingness and capacity of
individual ministers to drive these through. In thsh case, these considerations tend not to assum
a high priority.

In summary therefore, the public sector modermzaproject in Ireland was widely supported in
principle from the early to mid 1990s on. But iigplementation was limited on all the conventional
measures. It was stronger on symbolic areas suctustemer service statements than on real
substantive change. As a result, the OECD 2008rrepas able to recommend a whole range of
public sector reforms which in theory had been ungey for quite some time. Government renewed
its commitment to public sector reform, now renamib@ ‘Transforming Public Services’

Programme, with a dedicated websitenaiw.onegov.ie But public sector reform now has to be

undertaken in conditions of economic crisis. Thiglsaconsiderably to the problems government

faces.
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5. Public sector reform in economic crisis

The scale of the fiscal problems Ireland now faaresconsiderable. The origins of the current crisis
are complex: the international financial crisis umbt into the open the extent of domestic fiscal
mismanagement during the 2000s. Since the intramuof the Euro and the influx of cheap credit it

facilitated, which coincided with the peak of theowth boom, management of Irish domestic
finances has been problematic. Fiscal policy hadde to be pro-cyclical, a recurrent weakness in
the budget process (Hallerberg et al. 2007; Lar@2@009). Furthermore, a property boom was
permitted to flourish. As a result, revenue cameely disproportionately on construction-related
items, even as the income tax base was diminisBedaga of the social partnership pay deals
(Schwartz and Seabrooke 2008). The collapse ofpteerty bubble resulted in a collapse in
revenue, worsened by the sudden sharp rise in Uogment from 4% in 2007 to 12.5% in 2009.

In addition to increased demand on welfare seryipablic spending on commitments entered into
in more buoyant times continued to increase. Tkeafi gap opened wide, and the public debt

projections had to be scaled up considerably, gré€s 11 and 11 below show.
Figure 10. Government balance forecasts, % GDP
Figure 11. Government debt forecasts, % GDP

Ireland thus has a particularly severe fiscal defimoblem, second only to that of Greece withia th
Eurozone. The scale of Ireland’s borrowing requeata means that the accumulated debt is

mounting rapidly also, with further implications fine cost of debt servicing.

Managing the rate of pay-related cost increasabhaneconomy is therefore a vital aspect of fiscal
policy. Ireland evolved a distinctive system of pagrgaining to deal with this — less strongly
institutionalized than in many continental Europeauntries that have strong labour law, but
considerably more coordinated than in most othHeardél market economies (Avdagic, Rhodes and
Visser 2005). Between 1987 and December 2009, skaerework social partnership agreements
were negotiated, each of about three years’ duraf@@Donnell 2008). Negotiated against the
backdrop of a strategy report by the tripartite stdtative National Economic and Social Council,
these agreements initially forged a new understandmong labour market actors about the role of
pay determination in macroeconomic stabilizatiohe during the 1990s, they provided a vital
support to the government policy objective of sewueligibility for membership of the Euro. They

provided the framework for tax reforms that liftdkge burden of personal taxation from employees
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while widening the tax base, and for linking thigthvmoderation in pay rates. Over time, the
agreements dealt not only with pay rates and theham@sms for dealing with disagreements or
disputes over industrial relations issues. They atame to include many issues about labour market
legislation, unemployment and work activation, &mel social economy. The consultation processes
of social partnership were broadened in 1996 ttude a wide range of organized interest groups

with broad social policy interests.

The role of social partnership pay deals changed tme though, and during the boom years of the
late 1990s and early 2000s, tensions between wamdnemployer preferences became acute. New
deals were eventually agreed. But the macroeconaoomtext of high inflation and high growth,
within a fixed exchange rate and monetary poligime, put unprecedented pressure on the wage-
setting system. The net outcome has been a raggdininominal pay rates, and a marked loss in
international cost competitiveness, as Figure 1@ishows.

Figure 12. EU monetary and competitiveness conutio

This diagram also shows that the credibility of §overnment response to the international money
markets is in question. The gap that emerged betBEman base rates and the Irish and Greek
terms of borrowing widened dramatically during 2008his implied a downgrading of
creditworthiness by the credit rating agenciestaedefore a higher price for government borrowing.
Ireland, like Greece, is in severe breach of thengeof the EU Stability and Growth Pact. It
negotiated a scaled phase of fiscal recovery wighEuropean Central Bank, and Irish performance
is due to be back within ECB parameters by 2DThis implies a stringent process of budget
management and deficit reduction over a number e#rg; not just on a once-off basis. The
government took the view that front-loading spegdouts would be beneficial in tackling the

problems; but further cuts are in store over cony@ars too.

The decision to seek €4bn in spending cuts, €1ctbmhich was to come from public sector pay,
was the context within which the whole process afia partnership came unstuck in December
2009. The existing pay agreement, entiflesvard 2016, negotiated in 2006 with rolling renewal
dates, had been negotiated before the scale afcitveomic crisis had become apparent. This came
increasingly under strain as employers’ and uni@xgectations diverged. But it was government

that precipitated its collapse (as we shall seeviel The government was not satisfied with the

2 Details are available herettp://ec.europa.eu/economy_finance/articles/etiokal5859 en.htm
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terms the unions were prepared to agree to acle@stesavings for Budget 2010, so it proceeded to
cut pay and welfare unilaterally. Against this bdwp, the private sector employers formally

rescinded their participation in the pay agreenmedanuary 2010.

The Irish government took a series of dramatic ltidgeasures during 2009, culminating in the
budget in December 2009 that made severe cutgiardispending. The expectation is that this will
break the perceived link between Ireland and Greand put some distance between Ireland’s
capacity to mange fiscal crisis and that of theeptberipheral Eurozone members Portugal, Italy,
Spain, Greece or PIGS as they have come to bederme

The challenge of securing a credible budgetarytesiya therefore hinges the capacity of the
government to take tough decisions, and their tgbiti make them stick in the teeth of potential
unrest, resistance, opposition. This in turn raigasstions about the mechanisms available for
securing consent through negotiation — ‘network®r-through unilateral imposition — *hierarchy’.
Irish governments face two areas of difficulty eyt seek to tackle the issue of public sector nefor

under conditions of economic crisis:

 Changing the public service bargain on pay and gerofi remuneration; also on

rationalization of work practices, staff redeploymend attaining efficiencies
» Political legitimation of change

The central challenge therefore is how to managsethreform imperatives within an institutional
framework that is itself undergoing profound change

The challenge to the public service bargain: remumration and rationalization

The principal challenge to reconfiguring the puldervice ‘bargain’ in Ireland arises from the fact
that the institutional context within which negaoiims have taken place for over 20 years to date —
social partnership — has now broken down underspresof fiscal crisis. The government has made
spending cuts the principal plank of its fiscalbdtaation measures (rather than tax increases, at
time when the revenue base is shrinking and ungmm@at is rising rapidly). This is addressed in
two ways: through seeking to reduce numbers in eypmpént (by imposing a complete embargo on
recruitment, and by incentivizing retirement), dnydstraightforward cuts to nominal pay rates and to

social welfare payments — a strategy never befibeenpted.
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Government commissioned a review of spending comenits, published in July 2009, entitled
Report of the Special Group on Public Service Numbers and Expenditure Programmes.® (This
quickly gained the nickname ‘An Bord Snip Nua’, " ®he New Cuts Board’, as a similar scoping
report had been chaired by the same individualn@tist Colm McCarthy, in 1987). This report,
based on submissions by government departmentagenties as well as the board members’ own
analyses, made numerous recommendations, inclydopmpsing that many agencies should be shut
down or merged back into core departments. Budg@® 2announced rationalization of 41 agencies
— some closures, some mergers — resulting in 1drfeadies than befofe.

At the same time as achieving spending cuts, govenh seeks to make public sector reform a top
priority. Indeed, rationalization of work practicas a necessary corollary of the freeze in
recruitment, as redeployment of staff and flexipilin work responsibilities to take up the extra
workload would be essential to maintain existingele of activity and service delivery. But it is a
commonplace of structural change in organizatityas mmoney is the grease that facilitates change:

people expect financial rewards for cooperatindnwiijor changes.

The cuts in public spending unrolled steadily betwéate 2008 and 2010. In October 2008, the
government introduced an emergency budget, whicluded plans to means-test medical card
entitlements for 70+. Despite promise to retaintiements to free care for 95% of over-70s, 15,000
older people took to the streets, resulting in igdeclimb-down by government. In the same budget,

new levies, tiered by income at 1%, 2% and 3%, wapmosed on all employees.

In February 2009, another measure was announcedh wias intended to be the main plank of the
government’s recovery plan for the year, involvangirect income levy on all public servants. This
was announced as a ‘pension levy’ to help fundptieéerential pension rates available to the public
sector. But it was not hypothecated to fund thespenreserve; it was a relatively simple means of
raising an anticipated €1.4bn. It was set at agh®9 for those earning €15,000, rising to 9.6% fo

those earning €300,000. A fortnight later, 100,@@0ple marched in protest through Dublin. 2,000
police (gardai) also took part in a separate prdtbgy are not permitted to engage in industrial

action).

3 Details and links are &ttp://www.finance.gov.ie/viewdoc.asp?DoclD=5861

* See alsdittp://www.budget.gov.ie/Budgets/2009/Documents/éxiDRationalisationOfStateAgencies. pdf
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A second emergency budget was announced in Apd® 2¢hich increased the levies on all incomes,
doubling the rates announced in October 2008 to 2%, 6%. This also imposed increases in
charge for most potential users of hospital Accidemd Emergency facilities (those who are not

entitled to means-tested medical cards), and grairent daily hospital charges.

The budget for 2010, announced in December 200fp$ed the most extensive spending cuts to
date — and for the first time introduced directscut nominal pay rates and social welfare transfers
To some extent the effects of reduced pay are toffgeleflation, especially in food costs, softening
the impact on real disposable income to some dpgme some commentators noted that social
welfare payments had risen more rapidly in the R&pahan in Britain and Northern Ireland during
the boom years, with potentially damaging impliocas for labour market incentives. However, the
cuts affected all categories of welfare recipieartd were not specifically targeted at improving kvor
activation> The profile of public sector pay cuts introducedDecember 2009 is summarized in

Figure 13 below.
Figure 13. Details of pay cuts in the public secix@cember 2009

Legitimation problems

The Irish government has taken a serious of towghstbns affecting budget provisions and public
service pay and conditions since 2008. The politballenge remains to carry them through. Two
aspects of this may be considered: the electoratraints, and the opposition that may arise from

public sector employees themselves.

Electorally, the Irish government currently hastdmigally low levels of approval ratings. Indeed,
across Europe, it appears that Irish people ttsit government less than in any other country

except Lithuania, Bulgaria, Hungary, and LatviaFagire 14 below shows.
Figure 14. Public trust in national governmentg&urope, September 2009

This is not wholly attributable to anger over theddenness of the crisis and the unpalatable
remedies the government is proposing; it also ep@smmering dissatisfaction for other reasons

which high growth had for a time obscured (Hardirgd@09). Yet the government is not in imminent

5 Details are ahttp://www.welfare.ie/en/topics/budget/bud10/PaBes/L0Index.aspx
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danger of collapse. The coalition partners recagthat they would suffer calamitous defeat if they
were to call an election, and so they have madet@e\wof their tough stance and deep unpopularity.
There is a widespread view that the manner in wthiehbudget cuts were implemented was unfair,
especially in requiring cuts of even the most viabé amongst welfare recipients. A majority
expects even worse measures to come. To this extengovernment has succeeded in conveying
the scale of the crisis facing the Irish economg encreating assent to the diagnosis, if not conse
to the remedie%.But unlike in Greece, there has been no immedpatéticization of budget
decisions along left-right partisan lines. The appon parties, while seeking to make politicalrgai
from the government’s unpopularity, have not soumghtnobilize popular dissatisfaction through
street protests. Nor has there been any spontareapton of public disorder. The public sector
unions held another one-day strike and street grate November 2009. They are preparing
industrial action in 2010. But this is more likdly take the form of non-cooperation and work-to-
rule measures than in all-out strike action. Theventional political system has been able to contai

the deep levels of public discontent to date. Batway forward for public sector reform is unclear.

The unilateral government reduction of public se@@y is the single most contentious issue; this is
where the potential for conflict is greatest. Tweeues have stirred up anger: the distributive impac

of pay cuts, and the relationship between costngutind reform-oriented changes in work practices.
» The distributive impact of pay cuts

Two dimensions of contention about the impact aftdmmsed pay adjustments in the public sector
have emerged. The first concerns the comparalbitiyveen the public and private sectors. The

second concerns the impact of cuts on high-paid@amgpaid public service employees.

The government undertook cut public sector payethuce the cost of the public sector. It justified
this with reference what it now claimed was theustainability of the pay increases awarded over
the preceding years, and divergences from privatéos pay trends under conditions of recession.
The unions were holding to the view that publictseaominal pay could only be adjusted upward,
never downward. Real cost adjustments are managex range of ways in the private sector.
Nominal pay cuts rarely if ever feature. Privatetse employers may seek flexibility in total

remuneration (cutting bonuses), in time worked Kshours for reduced pay), in work flexibility

® See for example the results of the MRBI opiniott ipo'Majority fear for economic future’lrish Times, 23 January

2010.http://www.irishtimes.com/newspaper/breaking/201@®8breaking20.html
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(redeployment or work intensification or produdyviincreases), or in numbers employed
(unemployment). There is disagreement about whatagtually going on in the private sector, but
all these adaptations are clearly happening. Govent insisted that the public sector had to follow

Suit.

The social partnership institutions were reactigddte find a negotiated response. In talks between
government and the trade union movement in NoverBb@®, very close to the budget deadline, a
package deal came close to being agreed that vamlier cost control through a whole range of
changes to work practices spread over one yeawithmut any cuts to basic pdyAt the last minute,
government withdrew its consent, and instead redotd the immediate device of visible cost

savings through pay cuts.

Union hostility to cuts in pay rates is all the marcute because of the perceived inequities in the
way they were implemented. Pay scales were detddgréengthened during the 1990s and 2000s
with a view to making the rates of remunerationtayf civil servants comparable with those of
private sector managers — although, as we have s@bout requiring the performance or financial
responsibilities associated with managing a mapererise. Cuts in pay rates were initially intethide
to be imposed on a tapered way on all. But intenkiabying by senior civil servants resulted irelat
concessions to those on the highest rates of pawri@g generous treatment of performance-related
elements of their pay packa@jévoreover, retired public sector employees, whosesipns were
pegged to the upward-adjusted scales, were nattaffdy the cuts at all. The pay rates of senior
civil and public employees had risen sharply ovle tprevious ten years, in line with
recommendations of the Review Body on Higher Rematima in the Public Sector: in September
2009, this body recommended cuts of up to €45,@@Gpnum in the pay of Department Secretaries
General (Review Body on Higher Remuneration inRhblic Sector 2009, pp. 5, 33, 37). For a great
many public employees, sums like these represaets total annual salafyBut in the event, the

cuts imposed on higher civil servants were cloee3% than to the 12% originally projected. This

" Irish Congress of Trade Unions, ‘There Is A BetFairer Way’, ahttp://www.ictu.ie

8 ‘Controversial reduction in top staff pay cuts, flayments also cut for all: the actual salary si8% rather than
11.8%'.Industrial Relations News, 6 January 2010, atww.irn.ie. See also Karl Whelan, ‘No explanation for seicioil
servant U-turn’, 24.1.2010, atww.irisheconomy.ie

° See for example ‘CPSU leader questions top aérilants, social partnership ertidustrial Relations News 3, 20
January 2010.
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feeds resentment by the large numbers of lower-paldic servants, who have their own separate

union representatioff.

The collapse of the November talks meant that nefof work practices was still not addressed.
Among the proposals they had been considering veéoems such as:

Paying overtime at flat rates rather than time-astlf;

Introducing an 8am-8pm core day during which nortawvee payments would apply;
Introduction of unpaid leave, perhaps as much a$ay2 per year,

The possibility of staff working a small numberaafditional hours per week;

The elimination of privilege days at Christmas &abter:

O O O O O

When government rejected the deal and imposedakecits instead, unions expressed themselves
doubly outraged. Their proposals to conserve p#gsravas rejected; and they also claimed that
government had thrown away the best chance it hadhead to achieve real reform to public sector
work practices. This is notwithstanding the facattiprevious social partnership pay deals had
committed unions to embrace ‘normal ongoing chamgevork practices as part of the package of
pay increases. Government and civil service manageimad not pushed for serious far-reaching
changes at those earlier stages, and with thepsellaf social partnership, the unions were digging
in. The ‘public service bargain’ in Ireland was nawtrouble, but public service reform seemed

further away than ever.

As of January 2010, therefore, there is no longsr soocial partnership agreement in place. At the
time of writing, it is not at all clear what thetfme of public sector reform — or of industrialabns

in general — will be in Ireland outside the framekvoaf social partnership. The public sector is
highly unionized. Total trade union membership acted for some 31% of the workforce in 2007
(down from a high of 62% in the 1980s). The pubkkctor is highly unionized though, at about 80%
(Central Statistics Office 2008). Within the tragi@on movement, about half of total membership

consists of public sector employees.

The trade unions, for the first time in over 20 rgedave no direct access to government. Some of

the mechanisms that had evolved for averting in@lsdisputes no longer exist (for example, the

10 At first, it seemed likely that a split would emer@etween the core civil service, working regulfiice hours, and
public employees in areas such as health careagdngpolice, prison officers and so on, who weisproportionately
affected by the cuts to allowances, bonuses, andstemdard elements of pay. But these have all mage common
cause in their opposition to pay cuts and theitilitysto their distributive impact.

1 pyblic section unions agree payroll costs mustitenext year'Irish Times, 25 November 2009.
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high level trouble-shooting tripartite National llementation Body). The voluntarist dispute-
resolving body, the Labour Relations Commissiors, indicated that it will step in to seek to resolve
emergent disputes, rather than letting a freedflod@velop. But this is an employer-labour forum
with no government involvement as such. It may vasume a role in disputes involving groups
such as air traffic controllers or nurses. But maitthe airport authorities nor the Health Services

Executive has the ultimate settlement powers araployer: that role belongs to government.

Trade union leaders warn that government has alpaaddthe best opportunity ever available to
make progress on public sector modernization; bay tinsist on a reversal of the pay cuts as a
condition for withdrawing their threats of indusiriaction and entering renewed negotiatitins.
‘There is seething anger among the unions, thathnmiclear’, but it is not clear quite how far they
may be likely to take the threat of industrial antt> Government ministers express positive views
about future negotiations, but insist that tougtitahal cost savings have to be found in 2011 and
that further pay cuts cannot be ruled out — indé®at, unless rationalization starts to happenhéurt

cuts will be imposed anyway. The prospects for jpud#ctor reform are in the balance.

6. Conclusion

Public sector reform has been a recurring conceracent decades in Ireland as in other countries.
We have noted that the scope and nature of refadopted depend on many prior conditions, not
least the structural features of the public buresmcitself. More than that though, even within
roughly comparable kinds of bureaucracy, such asetiound in Westminster-type systems with a
Whitehall-type civil service, we have seen that Neublic Management was adopted to different
degrees, and with different consequences. In Idglpablic sector reform objectives were adopted in
principle from the early 1990s on. Pay scales wecalibrated and career profiles reorganized. But
in key areas such as structural reorganizationggadiion of powers, and budgetary autonomy,
Ireland actually changed very little.

We noted that there are two principal explanatifors the appearance of reform without the

substance. Firstly, senior public sector administeadid not provide effective leadership: they did

124 MPACT spells out “action” plans at national asector levels’; and ‘Industrial threat must be pegpup, but deal

possible — O’Connor’tndustrial Relations News 3, 20 January 2010.

13 carl O'Brien, ‘Searching for answers in the wakeallapsed partnershipfrish Times, 25 January 2010.
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not set out measurable performance targets, atiosiongoing work flexibility as they might have
under the social partnership agreements. Secogdlyernment acquiesced in the appearance of
reform, and did not drive the process with harddatdlisciplines, real decentralization of spending,
or related delegation of management powers. Acednlity for public sector reform remained
largely symbolic, and performance-related pay besder senior administrators were paid routinely.
During the good times, during the years of steadywth when real reform might have been

facilitated by a buoyant economy, the situation pasnitted to drift.

The extremity of economic crisis in 2008 and 20@8 palvanized government into taking decisive
and very unpalatable action to rectify the puhl@hces. The fiscal deficit requires strenuousregfo
to cut costs, to be complemented in due course dhyaage in tax profile, in line with the report of
the Commission on Taxation 2009 (Commission on fiameReport 2009). But Ireland also has to
undertake an internal devaluation, to bring thet dizse of the economy back into competitive
alignment with other Eurozone member states. Thgoses very tough conditions on all employees.
It is most transparent in the case of public seetoployees, whose pay is set through politicalerath

than market processes.

Public sector reform is most easily achieved wtiecan be softened by financial incentives. The
Irish government is in the unfortunate position m@cognizing that large opportunities for
rationalization of structures and reorganizationwafrk practices are available, but it must try to
secure these while also cutting public sector gagt as government has discovered the urgency of
doing this, and has acquired the capacity for dexiaction, the conditions for achieving negotiated
outcome have worsened. It may be that adversiefonew opportunities and that the public service

bargain may be remade on new terms. Quite whae thédsbe remains to be seen.
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Figure 1. Selected indicators of economic performame by variety of capitalism

1) ) ®3) 4 ®) (6) (7

Gini real real

coefficients | GDP/capita | GDP/capita| GDP/capita| exports in| average employment

for in US$ (at growth growth percent of| unemployment| growth,

disposable | PPPs), 2002 [ 1960-80 1980-2000 | GDP, rates, 2000-03| 1990-2002

household 2000

income
SMEs .257 28,883 3.1 1.9 48.2 55 .5
Austria .266 28,872 3.7 2.0 50.1 4.0 9
Belgium .250 27,716 3.6 2.0 86.3 7.3 5
Denmark .236 29,328 2.7 1.7 43.8 4.8 2
Finland 247 26,478 3.7 2.4 42.9 9.3 -4
Germany .264 25,917 3.1 1.6 33.7 8.4 -2
Netherlands .248 29,009 2.9 1.9 67.2 3.0 2.0
Norway 251 35,482 3.7 25 46.6 3.9 11
Sweden .252 27,209 2.7 1.6 47.2 5.3 -5
Switzerland .307 29,940 2.1 1.0 46.4 3.2 7
LMEs .330 29,483 25 23 40.0 5.6 1.7
Australia 311 28,068 25 1.9 22.9 6.4 15
Canada .302 30,303 3.2 15 45.9 7.3 14
Ireland .325 32,646 35 4.7 94.9 4.3 35
New Zealand 21,783 1.4 1.3 24.6 5.3 2.0
United Kingdom| .345 27,976 2.0 2.0 28.1 5.1 .5
United States .368 36,121 2.1 2.1 11.2 5.1 1.2
France .288 27,217 35 1.6 28.7 9.0 .6
Italy .333 25,568 4.0 1.8 28.4 9.4 .6
Japan 26,954 6.0 2.3 10.5 5.1 3

Source: Five-year moving-wall averages calculatecthfOECD data. (Pontusson 2005), Table 1.1.
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Figure 2a. Employment in general government as a peentage of the labour force (1995 and
2005)
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Figure 2b. Employment in general government and pulic corporations as a percentage of the
labour force (1995 and 2005)
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Source OECD Government At A Glance 2009 online.
http://www.oecdilibrary.org/oecd/sites/9789264075@&%/05/01/g09-02.html
Accessed 11.1.10
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Figure 3. Relationship between type of recruitmensystem and delegation in HRM in central

government (2005)
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Figure 4. Extent of the use of performance assessnige in human resource decisions in central

government (2005)
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Source: OECD Government At A Glance, 2009. Staffquemnance management
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Figure 5. Tensions between NPM reform and democratiprocesses
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Source: (Aucoin 1990)
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Figure 6. Commercial state enterprises in Ireland
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Figure 7. Legal forms of regulatory agencies in Irand

Regulatory Agencies 1958-2008
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Source: Mapping the Irish State database
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Figure 8. Agencies in Ireland: new and cumulative
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Figure 9. Functions of agencies in Ireland
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Figure 10. General government balance — budget deits, % GDP

2006 2007 2008 2009 2010 2011

Euro

area -0.6 -2 -6.4 -6.9 -6.5 -1.1
France -2.3 -2.7 -3.4 -8.3 -8.2 -7.7
Germany 1.6 0.2 0 -3.4 -5 -4.6
Ireland 3 0.3 -7.2 -12.5 -14.7 -14.7
Italy -3.3 -1.5 -2.7 -5.3 -5.3 -5.1
Spain 2 1.9 -4.1 -11.2 -10.1 9.3
Portugal -3.9 -2.6 -2.7 -8 -8 -8.7
Greece -2.9 -3.7 -7.7 -12.7 -12.2 -12.8
UK -2.7 -2.7 -5 -12.1 -12.9 -11.1
USA -2 -2.7 -6.4 -11.3 -13 -13.1
Japan -1.6 -2.5 -3.8 -8 -8.9 9.1
Estonia -2.3 2.6 -2.7 -3 -3.2 -3
Latvia -0.5 -0.3 -4.1 -9 -12.3 -12.2
Lithuania -0.4 -1 -3.2 -9.8 -9.2 -9.7

Source: (European Commission 2009)
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Figure 11. General government debt, % GDP
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25
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39.6
64.7
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4.5
10.7
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2007

66
63.8
65
25.1
103.5
36.1
63.6
95.6
44.2
62.2
187.7
3.8

16.9

2008

69.3
67.4
65.9
44.1
105.8
39.7
66.3
99.2
52
70.7
173.1
4.6
19.5
15.6

2009

78.2
76.1
73.1
65.8
114.6
54.3
77.4
112.6
68.6
82.7
189.8
7.4
33.2
29.9

2010

84
82.5
76.7
82.9

116.7
66.3
84.6

124.9
80.3
93.9

197.6
10.9
48.6
40.7

2011

88.2
87.6
79.7
96.2
117.8
74
91.1
135.4
88.2
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13.2
60.4
49.3



Figure 12. EU monetary and competitiveness conditics
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Source: Martin Wolf, ‘The Greek tragedy deservgsobal audience’Financial Times, 19 January
2010.
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Figure 13. Public trust in national governments inEurope, September 2009
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Figure 14. Details of pay cuts in the public sectopiDecember 2009

Application of pay adjustments in accordance wlih Einancial Emergency
Measures in the Public Interest (No. 2) Act, 2009

In accordance with the Act, reductions in basiaisaWill be applied with effect
from 1 January 2010 as follows:

* 5% on the first €30,000 of salary;

* 7.5% on the next €40,000 of salary;

* 10% on the next €55,000 of salary.
These produce overall reductions in salaries ranfyom 5% to 8% in the case of
salaries up to €125,000.

In the case of salaries of more than €125,000tpesfollowing reductions

should be applied:
» Salaries of less than €165,000: 8% reduction osaddiry;
» Salaries of €165,000 or more, but less than €200,02% reduction on all salary;
» Salaries of €200,000 or more: 15% reduction osaltry.

http://www.finance.gov.ie/documents/circulars/ciea@009/circ282009.pdf
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