
T HE  T R A N S FOR M A T ION  
OF PA Y  
DE T E R M IN A T ION  IN  
IR E LA N D
S IN CE  T HE  G LOB A L 
FIN A N CIA L CR IS IS

Profes s or W illiam  K  R oche 
U CD College of B us ines s

Dr V alentina Paolucci 
M aynooth B us ines s  S chool



Literature on collective bargaining 
decentralization and its  effects  in E urope

Ireland in the literature

R esearch questions
• How can the level  and type of coordination and the underlying 

dynam ics  of pay determ ination be portrayed and explained in a 
decentralized system  such as  Ireland?

• How has  decentralized collective bargaining affected pay and 
conditions  of em ploym ent and other bargaining outcom es?

• How m ight recent m oves  to intens ify and widen the scope of ‘social 
dialogue’ in Ireland affect the conduct of collective bargaining?



R esearch Overview 

R esearch 
m ethods

• Databas e of 1574 pay deals  negotiated between 2011 and 2023
• S ubs tantively or s tatis tically repres entative?   

• M ultiple other s ources , including interviews  
• (14 T U  officials ) and 4 cas e s tudies
• Data m ainly derived from  union s ources  

R esearch 
findings

• ‘Pay rounds ’ have dis appeared – why?
• From  ‘pattern bargaining’ (2% norm ) to ‘flexible coordination’ (higher &  m ore variable 

pay ris es )
• Coordination m echanis m s
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Presenter Notes
Presentation Notes
.  Figure 2 shows the round system during the 1980s and reveals the concentration of pay agreements in well-defined periods of intensive bargaining. Rounds were part of the social psychology of pay bargaining, as evidenced by the assignment of numbers to pay movements. When a round was deemed to be underway, bargaining groups across the economy expected to receive round-specific pay rises: a 22nd or 23rd round increase etc. By the close of the decade rounds began to overlap: the 26th and 27th rounds commencing for some bargaining groups beginning before previous rounds had terminated for others – leading some commentators to speak of the ‘death of the pay round’ (von Prondzynski  1985). Earlier decentralized rounds from the late 1940s to 1970 followed a broadly similar pattern. The intervals between pay rounds was often longer and decentralized rounds were interspersed with rounds that occurred under the aegis of national agreements or accords between trade union and employer confederations (O’Mahony 1965; McCarthy et al. 1975). Rounds during both periods involved similar but not uniform pay rises for participating bargaining groups and spanned the private and public sectors.  
The numbering sequence began with the first round in 1946 and continued during the 1970s when decentralized rounds gave way to a series of 9 centralized ‘national pay agreements’ and ‘national understandings’. The final agreement in this series, the ‘Second National Understanding for Economic and Social Development, was called the ‘21st round’. During the 7 ‘social partnership programmes’ covering the period 1987-2008, the numbering and terminology associated with pay rounds disappeared. 




The Pattern of Pay Bargaining From 2011 

Source: Pay Deals Database
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Presenter Notes
Presentation Notes
When more ‘normal’ pay bargaining commenced from 2011, the pattern was strikingly different. The round system was certainly dead – or in any case eclipsed – and a more irregular or spasmodic pattern of pay settlements was evident. Figure 3 shows that the timing of pay deals is no longer concentrated in intensive periods of bargaining activity. The nomenclature associated with pay determination during previous periods of decentralized bargaining (and some periods of centralized bargaining) has all but disappeared. 
 
From 2017 data allowing pay deals to be assigned to quarters in which they were negotiated became more sparse, but the pattern had been established and has remained as shown.
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Presenter Notes
Presentation Notes
As the incidence of pay deals increased across these and other sectors, the 2 per cent pattern bargaining norm continued to set the trend over much of the period, as evident in Figure 6.  It also became the benchmark for pay rises in non-union firms (IBEC, 2015; IRN and CIPD, 2016). 
 
> Figure 6 here <
A key SIPTU official involved in setting the 2 per cent target and negotiating pattern-setting deals indicated that the 2 per cent bargaining norm considered pay increases in the German chemicals industry and across the German economy more generally and had regard for the European Central Bank’s inflation prediction (Industrial Relations News, 23 July 2015):  


Coordination from the start was flexible in the sense that deals by design were of variable duration. The boxplot in Figure 7 also shows that some deals significantly exceeded and others lagged the original 2 per cent bargaining ‘norm’.  Above-the-norm increases rise erratically over the period. Some of these increases, especially during the earlier period of pay revival, reflect idiosyncratic settlements linked to local contingencies, and affecting small numbers or employees, or during the earlier years of the period provided for de facto retrospection where pay rises had not been awarded for some time. However the cluster of relatively high settlements in 2023 is striking. The erratic decline in the number of below-the-norm rises reflects the effects of recovery in the economy and labour market. It is evident from the pattern of settlements overall that it was easier for union negotiators to gain above average settlements than settlements lagging the average. 
 
From 2017 onwards the advent of flexible coordiantion
 
In 2017, SIPTU, the architect of pattern bargaining, announced that the ‘2 per cent pay strategy was over’ (IRN, 16 March 2017). The ICTU-PSC also began to guide private sector unions towards bargaining around pay increases intervals.  Pattern bargaining  was in any event evolving organically into a looser form of pay coordination as economic and labour market revival gained pace. Now, guidance by the ICTU-PSC explicitly envisaged a closer alignment between pay and the commercial circumstances of firms and sectors. Pay (increase) ranges replaced singular norms or minimum ‘baseline’ rises to guide unions’ negotiating targets. Minimum cash rises and other measures were also recommended to protect lower-paid workers (Paolucci and Roche 2024a). The ICTU-PSC recommended progressively higher pay and pay range targets for unions.  While the higher range rises were seldom attained by many bargaining units, the ranges nevertheless guided unions to target and achieve higher pay rises. Pay rises and pay dispersion fell following Brexit and during the pandemic. This reflected the postponement of negotiations on new pay deals, the deferral of phased pay rises in deals already agreed, a return to concession bargaining in sectors acutely affected by the virus and the general effects of covid conditions on the economy and the labour market.  Post-pandemic recovery brought high inflation and union attempts to protect real pay, resulting in the highest nominal rises of the period. During 2023, a rise of 7.6% in the minimum wage and an associated rise in the ‘living wage’ fostered significant pay rises in a number of companies. 
To permit annualized pay rises in the boxplot to be scaled arithmetically rather than logarithmically with a view to identifying clear patterns in the great majority of pay deals, the most extreme positive outliers (8% or higher) are omitted. Annualized rises at or above 8% constitute less than 1% of all rises and have been omitted from the boxplot.  





B oxplot of A nnualized Pay R is es

N ote: A  sm all num ber of extrem e pos itive outliers  (8% or higher per annum ) have been om itted. 
S ee note  10

Presenter Notes
Presentation Notes
Outliers above the pay norm are increasing in an inconsistent way 

Outliers below the pay norm are few exceoptional cases



R esearch findings
• E conom ic influences  

• G eneral: com petitiveness , predicted inflation, inflation + productivity; providing for variation in length of
pay deals

• OLS  regress ion findings : predicted inflation (+); unem ploym ent (-); local productivity concess ions  (+)

• Pay and conditions  im prove increm entally &  s ignificantly.
• Pay ris es  have becom e m ore dis pers ed but unions  s et containm ent objectives .
• Few dis putes  &  little indus trial conflict.

• B argaining outcom es  

• S atis factory for unions  across  a range of objectives
• N ew pay m odel(s ) not countered by em ployers
• T rends  m etrics  on pay satis fy s tate and E U  authorities .



T rends  in M edian Pay R is es , A nnual Inflation and R eal Pay
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A greem ents  (%) Providing for  Im provem ents  in T erm s  &  Conditions  of E m ploym ent 
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Presenter Notes
Presentation Notes
Many agreements (37%) also made provision for improvements in a range of fringe benefits.  Surprisingly the association between the scale of pay rises and the range of improvements in benefits is weak (Kendall’s Tau-b = 0.07 (p < 0.01).  There is therefore no consistent pattern in which firms and unions agreeing relatively high pay rises also agree a relatively wide range of improvements in conditions.  The trend in different improvements in conditions shown in Figure 8 provides an indication of why this may be the case. The trend across time in most benefits is broadly bimodal, peaking in the early and later years in the period. Early benefits may in part reflect compensation by firms with varying capacities to concede pay increases for pay freezes and cuts during the trough of the post-GFC recession. In effect improvements in fringe benefits may have served as retrospective down-payments for years when pay remained frozen or had declined. The peaking of (non-consolidated) lump sums in the early years of the period is consistent with this possibility. Lump sum payments may also reflect the awarding of minimum cash increases to employees on lower pay  - a consistent objective of union pay coordination. It is also evident that firms during the peak inflationary years have opted to pay non-consolidated lump sum payments and (tax-free) vouchers to compensate in part for the effects of high inflation.  
Cluster analysis also failed to identify groups of agreements distinguished by different profiles for pay rises and improvements in benefits. Kendall’s Tau-b is commonly the preferred statistic when examining an association between an interval level and an ordinal variable. Other correlation statistics, such as the Pearson correlation coefficient,  are consistent with this conclusion. 
The sharp rise in voucher payments in later years also reflects inflation-inspired tax concession measures that doubled the non-taxable value of vouchers to employees to €1,000.  




Trend in the Dispersion of Pay Rises – the Interquartile-Range 
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Conclus ions

U nions  have ‘internalized’ m acro and m icro-level econom ic 
influences  negotiating econom ically s us tainable agreem ents .

Ireland as  a cas e of ‘dynam ic adaptation’ involving 
s ignificant coordination.

N ot in line with international and com parative view.

V ogue in ‘s ocial dialogue’ and the pros pects  for ‘organized 
recentralization’.



T HA N K  Y OU  
A ny questions?
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