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Abstract

This paper examines the Irish experience in European Monetary Union and extracts
some lessons for small countries participating in a monetary union. The analysis
indicates that leading economic indicators can be seriously misleading; economic
appraisal by international institutions such as the IMF, OECD and EU can be well
wide-of-the-mark and that when the shock comes, it can be sudden and painful and
the remedies extremely prolonged and difficult. The paper looks at the response of the
Irish government to the crisis and, in particular, the decision to issue a comprehensive
bank guarantee. Policy failures at both domestic and EU level are also discussed.
The paper concludes by examining if Irish debt is sustainable and the way out of the

economic malaise.
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