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Vincentian ‘Gathering’ :  All Hallows, 15th May 2010

John Sweeney 

How bad were we?  How bad 
are we?  Is there hope?
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A thorough battering...
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...bleeding the State’s coffers 
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The unforeseeable...

 US sub-prime crisis (‘sector specific’) Aug 07

 Financial institutions ‘too big to fail’

 Freeze on wholesale money markets Sept 08

 Global financial system contagion

 ‘Real’ economies of advanced countries

 Decline in world trade, global recession

 Another Great Depression?
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...meeting the unforgiveable

 Construction activity reaches 24.5 per cent of GNP 2006

 Housing cycle ‘turns’  (soft landing?) 2007

 Banks unable to recycle borrowings Sept 08

 Housing collapse

 Fiscal crisis (over reliance on property taxes)

 Exports in trouble (markets, currencies,  costs)

 Decline in consumer spending

 Soaring unemployment Dec 08

 Fiscal crisis extraordinaire 2009
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Becoming clear to us before Sept 08 

The construction sector was swollen

House prices were overvalued

Property taxation needed to be restructured

The competitiveness of the exporting sectors had 
taken a hit

New bases to competitiveness had to be strengthened
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Became clear to us after Sept 08 

The fundamentally flawed business model of the Irish banks

The narcotic effect of accelerated property development on Ireland’s political 
culture

The extent of low morals in high places (poor corporate 
governance, directors loans, etc)

The degree and prevalence of incompetence in our ‘smart’ economy

The extent to which international oversight was itself impaired

The degree of ‘fat’ which the public sector had put on

The lessons of economic history on the occurrence and ethos of asset 
bubbles – ‘this time will be different’
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Who’s good at fiscal management? 
Deviations from 3-years-ahead fiscal 
forecasts (1999-2007).

Revenue Growth Primary Spending 
Growth

Euro area 0.1 1.2

Belgium 0.6 1.8
Germany -1.2 0.1
Greece -0.4 1.7
France 0.0 1.5
Italy -0.2 1.8
Austria 0.3 0.5
Finland 1.0 1.1
Portugal -0.2 1.4
Spain 2.8 2.8
Ireland 3.5 4.4
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Don’t sign up for an enclosed 
congregation ... yet!

We have a real economy, displaying resilience and flexibility

We have demonstrated a capacity to take decisive action

There has been sufficient social cohesion – and memory of even worse 
times – to restrain bitterness

We came into this recession from a wholly different  and stronger position 

than in the 1980s

Lessons are being rapidly learned
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...but pay them a visit meantime

There are always more ‘unknown unknowns’ that may come over 

the horizon

Our educational sector is not as good as we think it is – not 
adequate to the challenges ahead

Our welfare state and social policies may not adapt sufficiently fast to 
stem a major drift into long-term unemployment

Public sector union opposition and social unrest could still ‘spook the 

markets’

There is a profound mistrust in practically every type of leadership
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Turning our backs on the poor?

Headline figures on poverty and on social spending tell us little 
(and are overused)

In several respects to life on a sustained low income how hurts 
more

For a proportion of the population on long-term social welfare, life 
changed all too little

It is difficult to sustain that social spending (on welfare and 
targeted programmes) was not increased sufficiently

Not enough of the increased social spending was ‘smart’ enough
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Turning our backs on the poor?

Expenditure on Social 

Protection 

(as % of GDP) 

Public Social 

Expenditure on 

Health 

(as % NNI) 

Average Annual Rate 

of Growth in 

Expenditure on Social 

Protection, (per 

capita, constant 

prices)

2000 2005 2005 2000-2005

(1) (2)
?

(7) (8)

Ireland 14.1 18.2 8.7 9.3

Netherlands 26.4 28.2 6.9 2.3

Sweden 26.9 32.0 7.7 2.7

EU 15 27.0 27.8 1.9
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Turning our backs on the poor?

Per cent of country’s median household income provided by 
its minimum lowest social welfare payment
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Smart spending?  Guess the country!

One study followed 3,600 children through the... school system. It 

found that inequalities began at primary school (which) left their traces: 

the types of secondary school that provide the best preparation for later 

university studies were ‘chosen’ by ...the upper and middle social 

classes, but by (only small numbers) from the working classes.    A 

further ....study confirmed the cumulative and progressive nature of 

educational disadvantage.  Children of manual workers...get less help 

from their parents with school assignments, their parents’ aspirations 

for their educational achievements are lower, they are less likely to 

complete secondary school or to receive work-related further 

education, and – surprise, surprise! – are significantly less likely to 

attend university than the children of non-manual workers 
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It’s not always resources

‘A flood of money...made reforms move at a slower pace than they 
might otherwise have done.  It has been easier to do things in the old 
way, and just do more of them.

I used to believe reform was easier when you had more money to oil 
the wheels.  But a period of relative austerity may actually encourage a 
further development of reforms rather than a rolling back.’   

Julian Le Grand (LSE), Financial Times 18/04/09
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The two most likely scenarios

These years represent a crossroads as the downturn will either

...drive radical transformation across the business of government.

..... result in critical shortfalls in public service-quality as lower 
spending increasingly fails to meet higher public needs and 
expectations, or 
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Impact on C&V pillar of revenue 
buoyancy?

The ‘Good’ Years

Problem: How much gets spent

Solution: Raise political priority

Key ‘actor’: The media

Key tactic: Simple message, 
repeated often

The Lean Years

How money is spent

Improve programme design

‘Social entrepreneurs’

‘Evidence-based programmes’, 
transparent evaluation

Changing tactics for a time of retrenchment

Years of buoyant revenue – a mixed blessing for C&V pillar?


