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The Fuiure of Jobs in Ireland. R, C. Geary
@ICTU Summer Course, Galway, 11 July 1977)

Aftcrfa long _lifetime study -of the endemic problem of
unemployment and underemployment in Ircland in their statistical aspeets
.I‘ have come firmly to a very simple conclusion which is that the problem must |
be tackled ;lirectly. While economic de?elopment, i.e, the production of
marketable goods and services, bmust~rernain the principal strategy, it will

not suffice for absorbing all job seekers: the capital cost would be too great.

¥
i
}
|
!
i
%
4
i
i
¥
}

Récourse must be had to job creatioi, mainiy in the Co.nstruction industry
with the deliberate purpose of reducing the number seeking work. Of course,
there is nothing new in this. The only ﬂovelty would be chaﬁge of empllasis.
‘Nor must we strain for perf ¢ction: a substahtial and permanent reduction

in the number of genuine work seekers will suffice. We have had quite enough
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of idealism in this country. So the tone of the paper will not be admonitory for
once. The philosophy will be that of old in the public service: ''the hest is
the enémy of the gocd**. We have done well enough in the recent past to

justify optimism for the future: M"AIll that we want is courage, resolution and

! T the involvement of everyone,* to quote the last sentence in the latest work

. on unemployment with which'I have been associated. The work proper opens

i

i

b as follows:~
H : .

P

#*The object of this paper is to make a contribution,

however small, towards the solution of one of Ireland's
gravest social problems, the endemically high unemployment
rate. The paper is almost entirely a loosely organised

) compendium of previous work, including our own. The

i : present authors will be well content if the paper proves
uscful in forming plans for putting pcople to work, or cven
in contributing towards making Irish pcople realise the
gravity of the problem they have in hand, for such realisation
must lead to an insistence on action on an increased scale.
We ave, emphatically, of the upinion that the traditional

s remnm

A Study of Schemes for the Reliel of Unemployment in Ircland" by R.C. Geary
and M. Dempscy with an Appendix by E. Cosla. ESRI Droadsheet No. 14,
1077, '
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thinking on the subject is not cnough. We do not suggest
new approaches. MHowever, we do suggest ecmphases so
different as to constitute a fundamental chaige of approach.

‘In order to cffect a substantiial reduction in the
number of unemploycd, our main proposals, which
admittedly have not the force of absolute proof even after
our fairly elaborate examination, and hence require fuller
Investigation, are as follows:~

¢ Considerably larger funds should be expended
than heretofore, i.e. the problem must be accorded a
higher priority in public expenditure.

¢ Perhaps our principal thesis is that the
problem of unemployment must also be tackled by special
employment schemes, the main object of which is not
economic but to put people to work. The fullest regard must

‘be had to economic and social efficiency in the selection of

works to be tackled, from the vast number of possible socially
useful works.

¢ Industrial development on an enhanced scale
must remain the principal method, as the most economical,
for putting the unemployed, including young people with no
previous job, autonomously to work.

# Regard should be had to the potentialities of
employment induced from all forms of direct labour, in the

_service-type industries (ouilding, etc.) and services proper.

. # The tacit acceptance of continued decline in -~
mumbers working in agriculture should be abandoned and
efforts made to increase employment therein by increased
investment, to realise something like double the present
physical volume of net output, stated by experts to be possible.

»# The Irish unemployment problem is due mainly
to too large a labour pool of unskilled men. Incrcased attention
must be devoted to making education a training for life and
to turning out increased numbers of trained people.

# Even in the next tenyears, whenthoseto come into
the labour market are already born, and hence number of job
seckers fairly accurately foreccastable, with economic recovery
abroad it may be necessary to have recourse to some emigration
to ensure full employment at home.

Such emigration will be officially
recognised, to the extent that, before leaving, emigrants will
be properly trained and, after lcaving, their interests abroad
promoted.

e As a devclopment of the present National Manpower
Service there will be created a National Alwpower Authority
with ample autonomous powers and {funds, under the gencral
dircction of the Minister for Yalbour, responsible for creating
full employment in Irclind in the shortest possible term of
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years. The ambit of this Authority would cxtend to all
possible avenues of employment at home and abroad
including some not mentioned above, e.g., subsidised
employment and employment in workers' co-operatives.

¢ NMA should give the closest attention to detailed planning,
Including optimal sclection of works, well in advance,
training of supervisors at all levels, inspcction at irregular
intervals, records etc., of all Special Works Programmes
cwWP). "

-

This nionograph, published two months ago, was completed more

than a year since and was circulated widely, particularly to public departments.

. Our thinking, prompted by further study; has deepened, though not in the

direction of any substantial change in what is involved In the foregoing quotation

"Indeed, what follows may be regarded as a commentary on it, in the general

direction of precision and extension.

COMET and ILO

A inajor influence on our findings was the showing of the elaborate
econometric model COMET prepared by a group of Belglan scholars for the

EEC. This forecasting model was based on the statistics of

" the period 1954-1971,0n the whole' favourable for Ireland. The model shows that

our unemployment rate is likely to increase from 7 to 163 per cent between
1973 and 1980, a prognosis which we describe as "dismal' and is our main
reason for stating that "a revolutionary approacli will be necessary to effect

a reduction in the unemployment rate.*

As we state in the paper, we wefe very interested to learn that
Department of Finance was developing.its own version of COMET. Indced,
the bcpartment was good enough to furnish us with some qualifications on the
EEC nllodcl'sﬁnding. No doubt we shall be informed in duc course the extent
to which the Department's model modifies, if at all, EEC's forccast, which

makes our prospect by far the worst amongst EXC countries., Not only ave
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we the poorest of EEC couniries but, unless something drastic is done about: it,

our relative povel;ty is to be accentuated in future. Surely this prospect is

not acceptable by our people.

‘Could we not make the COMET prognosis, especiallj( if
. . verified by the Department of Finance model, the basis of a claim for very
; ' : special help from our IJEC par'tnérs? Tactically not now perhaps when unemployment
is universal but aé a future shot in our locke;r.

b o ~ One of the mostfgratifying aspects of our research was the

" measure of cooperation we received from the International Labour Office
@LO). This included a full and valuable documentation from ILO's vast

experience in the field of special employment schéme_s, briefly summarised

In our paper and of course available to the NMA. (We also were fortunate in

having access to substantial Irish inter-departmental reports. ) Truth to say,
these schemes have nof; been generally successful in any country: in Ireland
in the past ‘they were most successful in rural works. In our view, failure
in the pas.t was mainly due to grossly insufficient funding. There were also

administrative errors. The literature is as useful in indicating what to

avoid in future as what to do.

JLO cooperation culminated in the Mission to Ireland of

E.Costa. In his short stay he produced a remarkable memorandum, incorporating

a Specidl Works Programme SWZP) which we are confident is a practical one,
in partiq'ular in avoiding the pitfalls referred to. Indeed, we were able to
state that we regard Costa's contribution "as about the most important part -

of this work, "

We have lately had a comment on our whole monograph

*»

from Costa in which he states his full agrecement with what we propose. This

may not mean officlal ILO endorgement but it must go a long way towards it,
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Towards a Subculture of Uncmployed?

In the paper we answer the question "Are the

" uncmployed a class apart ?" by "In the rna'in,‘ yes." In the labour force we

have large numbers not exposed at all to the risk of unemployment. These
include state servants ancﬁ the self-employed (mainly farmers and members of
their families). In 1936_ (unfortunately the last Census of Population for which
we have the figures) three —Quarters of the non-agricultural labour force
experiehced no unemployment in the twélve months before Census date.

Normally (i.e. before the present depression) unemployment was incomparably

" most severe in three unskilled occupations; these are very large and there

.have been times when, if they were omitted, the unemployment rate would
have been as low as 4 per cent in non-agriculture, regarded as full employment

. *
by some experts in Irish conditions.

Geary has shown that in relation to our national income
we are at the top of the EEC league in the matter of social security payments. #
Duration of continuoué un eméloymemt is long a-nd increasing markedly. In
1973, i.c. before the depression, al'aout half the number of both males and

females were in continuous registration on the Live Register (LR) for more than

six months. B.M. Walsh has shown that the probability for a male to remain for o

| year or more on the LR nearly doubled in the six year period ca. 1967-1973,

obviouély mainly due to the rise in unempléyr_ncnt payments, ﬁmch greater
proportionately than the rise in incomes. Walsh also calculated that in. 1974
an unemploycd father of four would have a nct income of 88 per cent of average
net industrial earnings as loné as he qualified for Uncmp?loymcnf Benefit (UB)

(which qualification period has recently been more than doubled) and 48 per cent

"Ceortain Aspects of Non—z\gricullural Uncemployment in Ireland' by R, C. Geary
and J. G, lughes, LSRRI Paper No. §2, 1970,

+

"Are Ireland's Social Sceurity Payments Too Small" by R. C, Geary. The Economic
and Social Review, Vol, 4, No, 3, 1973,
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when he was on Unemployment Assistance (UA). ,Thes.e percentages contrast

“with the 32 per cent estimated by Geary and-Hughes for total pa;);ments in

' 1967 of non-agricultural UB and UA in relation to earnings which the workers

concerned would have received had they been employed. Of course these

improvements are just in themselves. They are in the general direction of

" the ideal proposed by Geary and Hughes of a civil service type contract for

everyonc. The injustice of long term unemployment from the viewpoint of
the unemployed person does not lie only in lower pay, however, but also in

the humiliation of rejection by society. From the viewpoint of society as

" a whole there is the appalling waste of paying people for doing nothing.

But to return to th.e opening question of this section, there is
clearly a mal'?ked-tx.‘end towards .thé formation of an unemployed subculture
of some one—f.i:fth of the t.otal working population of the State, .cons.isting of
those who are mos% of their time unemployéd. The irony is that generous
treatment of the unemployed accentt.lates:ﬂlis trend. We must take drastic
action to reverse it. In the eloquer;t words of an early unemployment act
"those ablef énd willing to work but unable to~ﬁnd suitable empIOyr;lept" must
be put to w.or.k and social_ generosity conf'med to those ull.ét.ble to work or

vei‘y temporarily out of a job.

A case could be made for the thesis that an optimal ecconomic
plan for the nation, i.e. one tc; maximisc real GNP pbr head would imply,
in Irish conditions, a permancnt and fairly substantial level of unemployment
and, given Irish mores, such unemployed could even be assumed to be amply
pro‘;ridcd for. This would imply a fairly well-defined division of the potentially -
working population - into wérking becs. and drones, incvitably sccond class

citizens. Personally I find this prospect unacceptable. Everyonc who can
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work should work, even if the result is cconomically suboptimal, Stated

otherwise: a marked diminution in the leve) of uncmployment must involve

saprifice amongst all mem‘bc.rs of the community, espccially amongst its
abler 4members. It is a matter of the community's philosophy of lifc. A. a
t\'vo~tier society implies inequality, of a kind incompatible with froedém, ‘

' ~our highest value. TFreedom inevitably implies a measure of incompetencé in

-

the cond&ct of our affairs.

.
i
i
|

; Emigration

Reference to emigration is inevitable in any discussion of
unemployment and employment in Ireland. No subject is so little understood
i ' by our people and its leaders, despite the considerable research literature

on the subject. Public discussion still implies coffin ships and Famine

conditions. On a slightly more sophisticated level, I reject the éustomary

distinction between voluntary and involuntary emigration. We go to whatever
job our talents, -opportunity or luck ordain for us. Choice has liitle to do with

it. A street cleaner would prefer to be, say, a doctor. Is he then an involuntary

Y A, pak <2 g Tt it 4 me b 2

street cleaner ? Trade unionists should be the last to resent emigration since
it is because of efnigraﬁon that the wage rates for skilled craftsmen have

been.higher in Dublin than in London since before the Famine.

In the study we prefer to call emigration "mobility of labour?,

which is’its true character. We arc firmly of the opinion that, except in the

e e 40P S A A S S S 1

case of izllperatf\re personal (including family) circumstances, it is better to
have work abroad than to be idle at home. In a drastically changing world,
Irish emigration in future will be vel‘y different from what it was in the past.

In future it must be of suitably trained people, adequately looked after, fully .

recognised and not the nation's shame,
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As stated carlier we do not think that full employment can
ever' be attlained without some recourse to cmigration. A small anxiety is .
that the age of leisure has come up on people everywhere, so that there may

be a lesser demand for Irish labour in future than in the past.

At first 'it seems curious that,with the economic upsurge that
began about 1960,the unemployment rate also tended to increase, even before
the present depression. The diminution of net emi'gration wasa major reason;
there were others, inpluding capi_tal—intensi%ication, as we shéll see. Probably
for the firsg time in hi s.tory, most of our »ybung jobseeker.s thought that work
could be.found in Ireland even ;f it had to be waited for. But in so thinking

fhey augmented the labour pools.

From tirﬁe immemorial a propensity to emigrate was an
Irish characteristic, Years_ ago when I w.as~pri'vileged to address this
gafherin g I recall saying that at the time two out of five Irish children
reaching the age of 14 emigrated, and this ona'net basis. As recenfly as
thg 196 0's the ra£e increased to three out of five aﬁd it might not be an
exaggeration to say that nine out of ten considered emigration as 'a pé)ssiln)ility. :
Emigration is so much part of the Irish S;;/sfem that it n-lay be unnatural to
rule it out as part oi.? a grand strategy for the nation, A first necessity in

devising this strategy, which I said must be revolutionary, is to shed political,

'economic, and generally social, phoney guilt complexes. Whatever justification

these may have had in the past, they have 'none in the changed world of the

future.

Economic Adaptation

So much for a commentary on our published work, Maura
Dempsey and Iare well advanced on a continuation in which we confine attention

to purcly cconomic aspeets, but still with emphasis on employment prospects.

e e
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So far we have examined our foreign trade and investment policy, based largely
on a study of recent statistics. I shall be sparing in my citation of figures,
which don't take too kindly to the spoken word. Please take on trust my

N

general remarks as being soundly based.

Foreign Trade

"We examine Ireland's recent visible foreign trade under two

main heads () countries and (i) commodilies. Fairly clear indications for

future poiicy emerge from tms éxamination. Our princiﬁal .statistical instrument
is the ratio of value of imports to value of exports. Our paper on foreign

{rade is alréady an elaborate stati stical document. It has, however, only
indir(-;ct implications for our main topic employment, so w‘e‘ shall be content

with summarising it in the follo.wing pql'agraphs. We pick out only one item
which seems specially satiéféctory. In 1976 our exports to EEC (except

UK) w.ere at the respectable level of £500 million. Contrary to what had

been anticipated, Ireland has done more "flooding" of EEC (ex UK) n}arkets

than vice versa, exports thereto increasing from 12 to 24 per cent of total

_exports between 1970 and 1976 (we entered in 1973) mainly by transfer from

UK. The geographical pattern of imports changed little.

We .start with recognition that the visible import balance in
recent years (early 5500 m in 1976) is intolerably large. We are living far
beyond our means, . We are dishonestly impoéing a szist foreign debt on the
shoulders of our descendants, a debt which cannot bé: mitiéated like the internal
debt by that ot‘hor dishonesty, inflation. We must tackle the problem of increasing
_e’xports and decreasing Imports, i.e. increase production of Qoods on a favx
more intensive scale than hitherto adopted, even since the cconomic upsurge

that star(ed in 1960,
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-There is not the faintest possibility of increased production
for export and import substitution on the scale required without industrial

efficiency, in which the main elements are price and salesmanship. We

N

can sell anything anywhere “if the price is right", in relation to quality

- of course,

We have made considerable use.of the ratio of the value
of imports to exports to discover the countries and commodity groups of
interest for expansion (positive-as regards exports, negative for imports).

We also make use of international comparison, usually with our EEC partners

.and other countries at an advanced stage of economic development. We find

that the ratios for commodity groups, and in foto for such countries, are
far better balanced than for Ireland. As such a phenomenon can be logically

justified we suggest that it'be adopted as a guide-line for Irish foreign

trade policy.

We have no intention of adopting the usual censorious

" attitude towards Ireland's actions and attitudes in our recommendations.,

-~

| Espccially since ca, 1960 {and even later, since 197 0). we have found many

excellent features, especially in exports, for instance in the improvement

of the ratio duripg the last few years. This is most encéuraging as showing
that we already have the people and the institutions to give effect to a forward
poliéy.’

.

Foreign trade must be brought into bcttc'r. balance with our
‘,trading parincrs, i.e. a ncarer to equality in value of exports and imports.
Improvement in tl;is diroctioxl has certainly happened since 1970, i.e. a
lowering in the ratio of imVporL's to exportis with some countries. The device

should be used of shifting of our purchases (mports) of given commoditics

from poor to good customer countries for Ivish goods, Such action should

be unashamedly Unreatened by governmment.  Promotion of Irlsh exports should




ot o o . e Al e 0 B

Aint ke bt e e

PR,

I & 0

be the principal duty of Irish diplomats abroad, cking out the cfforts of competent

and assiduous salesmanship. " g

As regards commodity lines for expansion, we claim only

to have made a prima facie case. It is for experts to make a choice. Our

methodology for discovering lines we should be *'in" has been merely exemplified.

.

We are, however, fairly confident that the following suggestions will be found

to have some merit.

There should be great expansion in the meat trade as compared
with live animal exports. This need not mean a shift from live to dead exports:
on the contrary there might be expansion in the live trade as well. The point

is that-in a great increase in the output of live animals by agriculture a higher

~proportion of animals should be slaughtered at home.

Attention might be directed towards increasing exports in

already well déveloped food lines like dairy products (ut towards cheese

‘and away from bufter and milk), and animal feed. Amongst the less developed

products there are sea fish (put with stress on the entrepﬁt trade on a world

or at least European scale) and vegetables, fresh and processed.

The cogntry must have a larger share in motor vehicles,
machinery and other heavy industry. This will not mean such industries in
their entirety, but ra_th.cr pieces thereof. C.ould we not make a stronger ''setl"
on great industrial countries outside EEC towards our being their Fifth
(industrial) Column inside EEC ?: Our principal asset therefor is a comparatively

large available supply of tfainablo labour.

There arc two aspeets to the gigantic petroleum problem,
conservation and home processing, both of which must be developed to the full,

We are glad to note that our ESRI colleague, E.W, Ienry, 1s actively engaged
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with other bodies, Irish and international, in studying the problem of
conservation of energy. -Having regard to the magnitude of imports, we
consider that the savings to be cffected by conservation alone would have

~

an appreciable effect on the import balance.

As to processing, comparison with our EEC pariners alone

has shown how essential it is to develop rcfining and petrochemical industries.

We have mentioned only a few of the possibilities of expansion
for export and import replacement, though possibly the largest. There are

literally hundreds of commodity lines and thousands of varieties which could

"be brought to light by the methods we have adopted, which involve a search

for products in large and increasing world demand, and in large production

by developed economies.

Increase in exports and in import substitution involve
increased home production. Diminution of imports of cerlain lines may
result in reducted home consumption (as we hope, in the case of conservation

of energy) but in the large majority of cases will mean shift from import to

home production.,

Great attention has been devoted to incrca.sing exportis in
this country, as in all others. The reéult has been that Irish exports have
had a creditable record, though we here sugg:est coﬁsideration of attention
to ncw lines. At least equal attention, official and private, should now be
dirccted towards imports, with a view to diminution. As a matter of opinion,
we think that import diminution may be more rewarding, as conducive to
the -all—~imporlant nced of promoting employment, than further expansion in

exports,
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The Investment A speet

‘.

Production occurs from the cooperation of labour and capital in

1

. their physiéél aépects. Either is helpless without the other. So far our
main statistical finding is the alarming growthv‘of the capital rcquireme;nt
in re;lation to labour, inimical, of course, to employment. The phenomenon.
can be illustrated simply by three. figures from .our published report; in

' non—agricul.ture during the period of economic resurgence, but before the
recession, in fact between 19581962 and 196:5-.1973 annual average rates
of growth in real GDFCF, real factor GNP and number at work were
apjgroxi.matcly, in perqentages, 9, 4% and 14. The rate of growth in
groés fixed capital Iorm'ation was six times that c;f labour. Here is the
essence of our problem of the future: c.apital (including cost of training

of labour) is in short,and labour is in long, supply.

.

There are, hoﬁzever, hopeful aspects,if I am drawing the
right inference from the following line of analysis. In 197¢, remuncration
per worker was s.Lbéut £1, 000, gross profit (.e. added value less labour

" remuneration) per £1 physicai capital was about £0. 65. We know numb.er
at work each grear and have \.rery roughly estimated the value of physical
capital applied at constant prices. So, for each year 1960 to 1973 we can

estimate, at constant (1970) prices what GDP would be if the 1970 rates,

cited above for labour pay per head and profit per £1 capital applied.

Thesc expected estimates of GDP are compared with actual GDP at

e iy Wy 44 R
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{factor cost and constant pric‘cs with the following remarkable result: Over.
the period 1960-1973 annual average rates of growth of rcal GDP were

-O.-7 per cent for the constant factor input series and 3.9 per cent for

actual growth. Ience no less than 83 per cent of annual average growth

of rcal GDP is unexplained by input of lahour and capital,




Advisidly I call the estimales of capital used as “very rough'.

My fricnds and former colleagues in CSO(Lknow th?ir troubieg,!)won't mind my
saying that one of our most grievous statistical lacunac is official estimates

of fixed capital stock. As a check I repeated the foregoing calculation for UK,
wﬁero capital stock estimates arc available, to find for the period 1966-1974
a rate of increase in real GDP, unexplained by inpﬁt of labour and capital as

73 per cent, ncar enough to our Irish estimate of 83 per cent. Infact, we

[P SPSTE SUAIN
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. may take the ratio at three—quarters. This phenomenon has been long since
observed in other countries. In USA M. Abramovitz calls it "mysterious".

Other economists call it *disembodied®®.

~

My hopeful inference, ;md I shall later cite other experience
in support of it, is that, in a given industry, the relationship between inputs
] _ of labour and capital are not as the laws of the Medes and Persians. Coming
N to mind is the T.P. Linehan revelation of édme years ago that the effective
range in 'GNP per head in nearly every industry can be impressively in the

14

ratio of 4; 1. I infer that there must always be a possibility, even in capital-

P

intensive industries, of increasing numbers of workers engaged, with all

due regard to efficiency, on cerfain processes. Otherwise: this "funexplained"

phenomenon seems to happen by accident. What may not be the beneficial

3 results, i.e. to increased employment, from conscious stﬁdy, thus economising
the use of the scarce resource, capital?

i - - . While official estimates of capital stock, or any estimates for

: very recent years, are not available we were fortunate in having access to
an ISRI office document, prepared by cur colleagues E, W, Henry and S. Scott,
giving estimates, in considerable industrial detail, of capital stock at constant

(1958) prices at the end of cach year 1953-1968. Averige employment being

also known we can analyse this"unexplained” phenomenon by industry, Amongst
3 3 A N

t*

; 22 industrial groups In the period 1960-1968, actual exceeded expeeted (what
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we now term “constant rate expected' - CRE) in all but four cases (intercstingly
Crcameries, Drink, Iertilisers and Vehicles). The surplus as percentage of

actual was very large fof most other industrial groups, notably in clothing., The
lack of . obvious relationship between factor input and actual input is so evident
that it is with something like relief that we discover there is any relation at all,

In fact corrclation between actual and CRE in the period was r = , 58,

The most significant conclusion from this part of our analysis
Is that a large part (and possibly the greater part) of industrial output in the

Irish upsurge period 1960-1968 cannot be accounted for by quantum growth in

the combination input of labour and capital.

We also analyse the Honry - Scott data using the well-known
statistic capital per unit labour as a measure of capi_tal intensity. Our examination
has brought .'to light a most serious aspect of Irish industrial development,
namely Athc.a growth of capital compared to manpower, i.e. .the factor ghift {rom

manpower to machinery, and its implications.

Far and away the most capital intensive industry is Electricity
Supply in 1968 followed, though at long remove by Fertilisers, Drink, Cement
and Creameries. Percentage growth in the ratio in 1960-1968 was greatest in

the case of fertilisers. There is not a single exception to the rule of growth in the

" ratio in 1960-68 and only two cases of decline (oth small) in 1953-1960. Though

1953-1960 was a period of slow industrial growth it is evident that capital intensity
was well on its way. With growth during 1960-1968 there was a considerable
increase in capital intensity: the simple average of the percentage increases
@including negatives) was 387in 1953-1960 (7 ycar changes) compared with 60

in 1960-19G8 (8 ycar changes).
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What is utterly unexpected is the entire absence of relationship
- between the increasc in the ratio and the Aactuul rate of growthin gross output
? amongst the 22 industrial groups. TFor 1953-1960, r = -,21; for 1960-1968
r = —.27. Both negative signs are perverse; anyway neither value is significant

even at the .1 null hypothesis probability level.

The foregoing statistical analysis has shown clearly:-

(L); At the macro level in UK and Ireland some three—quarters
of recent 'growtl} is y.mexplainéd by quantum input of labour
and capit.al; _Lhere is a large proportion of industrial
growth in Ireland not accounted for by factor (capital in
particular) growth.

(@) Capital intensity (in relation to labour) is increasing and

industrywise is unrelated to growth.

Both findings are relevant to a consideration of the role of
physical capital in future economic and, perhaps more important, social
development"in Ireland. The implications of thevsecond showing are of fundamental
signiﬁcance.‘ Both point.s support our thesis, which is th.at, as a matter of
national poli;:y, net additions to fixed capital stock be 'reduced. tc; a minimum,

i.e. that such increase be resortod to only after the most intensive examination

of the potential of existing stock, if necessary with replacements, increased

output being achieved by _improvcd management and labour, increased shift working,
improved materials, skilled marketing, change of products ix} accordance with
demand, in fact cvery device except net increase in capital. Objections to
Increasing capital are mainly the increcasing current cost of depreciation (ending

to incrcasc the competitive cost of the article) and the large import content of

capital goods used in Ircland inimical to our serious balance of paymeunts problem.
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Would the cnergy industries please note, and authority for

the vast building industry recognise that many more buildings can be reconstructed
. .. :

than new-built within a given sum available for capital investment ?

All the comment in this section relates to constant price

series of variables. Price inflation is not a direct element here though it

does, of course, affect outpﬁt, foreign trade ctc, in their physical aspect.

i
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Do Inflation is an arch-agent for the misdirection of economic activity away

!
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t
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from social optimality.

As to point (1) above, the surplus phenomenon is, of course,

i -

a good and it is satisfactory to note that Ireland is well to the fore in its

exploitation, All that secems to be required is that thefact enter the

consciousness of planners, public and private. The slogan might be

" "much more output is possible from your existing capital stock" (@apart,

of course, from present depression levels). In this respect individual firms
‘would do well to try to imitate their best exemplars, always bearing

. in mind the Linehan showing.

e S " Asto @2), Increasing capital intensity is a world problem for
which we do not presume to know the answer. The marked tendency towards
substitution of machines for labour is specially grave for Ireland with its

.endemi‘cally high rate of unemployment which (including unregistered) at

present may amount Lo onc-seventh of the work force. The tendency is,

of course, good for exporters of capital goods, typically the cconomically
advanced countries. We had this aspect in mind when earlier we recommended
that Ireland should seck a larger share in heavy industry, if only in its bits

and picces,

e s a8 e
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We are emphatically of the opinion, that existing plans for

economic development with their almost exclusive acceptance of the profit

motive in the private zone will not solve th.e Irish unemployment problem,

‘ or lead to cven a sizable reduction in the present level during the next few

~years. To repeata poinf made In previous papers: in futurc planning
emphasis should be on volume of employment rather than on income. As

.

stated earlier, faced with a choice, we would prefer a situation of a lower

e AT s S s A PR A i 5 <

) rate of increase of real income per head (@including unemployed and

- unemployment pay) and a low rate of unemployment, than the contrary. The
Sty ~ personal preferences of the speaker does not matter. I pose the problem

which must be faced. Drift will not do.

“Ireland's spéclal problems are so well-known in this general
regard that th.e ; scarcely re(iuire mention, ;.[‘hey inc],'ude the increasing birth-
rate con.sequent of the increa_tsed marriage rate, the néar elimipation of the
safety valve of emigration. o

x .
There are a number of recent studies on this problem of
the substitution of labour for capital. Thoitgh the data they are bhased <.)n (ectual
' ‘} statistics and other facts for a number of individual firm.s) relate to African
couﬁtries at a lower stage of economic development than Ireland's and with
cheaper labour favouring substitution, their findiilg's are rclevant for us.

- Pack is interesting in his classification of factory processes (in relation,

of course, to his problems) and of managements: -

"All plants can be characterised by {ive hasic
' operations: material receiving, processing,

! ‘ matcrial handling among proccsses, packaging,
and storage of the [inished product®

> 7 s st e

*
"The substitution of labour for capifal in Kenyan manufacturing® by II. Iack.
The Economie Journal, No. 341, 1976
nSubstitution of lnbour for capital in the foreign scctor: some further evidence"
by R.¥. Solomon and D.J.C. YForsyth. The Econowic Journal, No. 341G, 1977.




!
I}
t
i
§
%

e s i AESTIR NS Tyt SR Ak AN @

v i i S

-39 -

Employment possibilitics with each of these operalions arc considered in

dctail. Asto managers

“A uscful typology in analysing the role of managers
is to divide them into two categories: those with
technical training or a background in production
and those without such cducalion or experience"

1t was found that the former class had an open mind as to "the possibility of

. using other methods, ' in particular labour instead of machines. The second

class (with a background of marketing and accountancy etc) were very much

morce rigorously machine-minded.

Pack's conclusions: -~

', .. it should be emphasised that our investigations
produced no evidence that companies using labour-
intensive methods suffer from lower efficiency or
increased costs"

“The two major findings of this study are: () thére

is considerable variation in feasible efficient production

methods, particularly in periferal operations;

2) substantial gains in labour productivity without
capital deepening occur due to the existence of
considerable (disembodied) productivity gains and
the gradual elimination of excess capital capacity
and consequent better utilisation of the labour
attached to that capacity." -

I suggest that Pack's methods of inquiry could be profitably applied by firm's

themselves to their own activities,

The Solomon-Iorsyth paper is a critique of certain aspects

of the Pack paper. The expcrience reporied on relates to Ghanian firms.

Some heads of the conclusion: -

"The cvidence reported here suggests that Pack's
obscrvation that forcign-owned firms are more
labour-intensive than indigenous firms may not be
be universally valid. '

"The conclusion to be drawn with respect to the
currcnt shortcomings of management of indigenous
manufacturing firms in less developed countrics
clearly supports Pack's view of this matter."

" The Solomon-Torsylth comments do not negative Pack's conclusions as quoted.
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Conclusions

To your obvious question "But what will all this cost? “The

,' answer must be the vague one "A lot, if a sizable impact is to be made on the

nation's gravest social problem." Our erstwhile colleague, E. Costa, has,
however, made an estimate of the net cost - i.e. "™et!" in the sense of allowing
for the saving in social security payments - SWP's setting nearly all the

unemployed on special works, ranging from £66 to £87 million which are

- not large sums under the present-affliction of inflation. A survey of men

on the LR which we conducted in 1975 has shown that 87 per cent would take

~a job even if this were lower in pay and skill than their normal job.

Writing on Election Day, the speak;ar (apolitical in the party
sense but who scts the highest value on elqctqral freeciom)has noted the débate
at the hustings of the cost of a social plan, cc;nducted at a reasonably sophisticated
level. We imve emphasised that an effective plan must bé revolutionary and .

costly and will involve sacrifice by all classes, Iincluding the poor, particularly

in the direction of income restraint. "Take what you want, said God,and pay.*"

I do not consider that there is any real differcnce between the parties
on the issue of the gravity and the enormity of this problem. Any diff erences.might

be in priority, method, timing etc but, granted the will, these should be easy

- . to resolve, The worst of party politics is that differences tend to be exaggerated,

to point the party image. I do not not see much hope of a solution of this problem
unless the political approach is practiczilly unanimous. The new Dail would
afford an admirabie opportunity for a tri-party ﬁcclaration thus dramatically
faking the pr_oblcm out of politics. Nothing would be betler caleulated to i_nspirc
the people, to obtain .L}.mh' c.c-mscnt to the necessary sacrifice, the necessary

sharing out.
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Governmental spending with increases, home and foreign,
in the Nationﬁl Debt have been on a vast scale in recent yeafrs. Governments
have certainly a Jot to show for this spending, but can they honestly claim
.that it has been as effective as it might have been? Observation goes to

éhgw that it has left the pecple rather apathetic.

The trouble about parli.amentary prodigality is that it
must be all things to all men lest votes be lost.. Spénding has to bé seen
td be proportionately about équal over all objects. The total sum available
from taxation and loan being limited, the spread is too shallow over the

land. Everybody gets something but nobody is much pleased about it. Better

" a marked priority at any given time for a particular object, the first surely

the sizable reduction of unemployment. Such particularisation involves

sacrifice in all other groups, including the poor.

There is nothing new in this idea of parliament's deliberately
disqualifying itself in creating extra-parliamentary organisations with very
large me;as.ures of mandatory power, as distinct from advisory function.

The IDA ;s an 6utstanding example, markedly successful gré.nted its policy
d:irectives. Of course, this policy of devolution creates its democratic
problemé; all prudent decision is. on a balance of g‘qod and bad effects.
I understood a minister recently to say that he would like the whole Budget

to be taken out of the government's hands., I would not say him nay - if

“this is what he meant, Democratic control, i.e. control by the pcople,

must be absolute. Is it all that good as it is, except on Election Day ?

The IDA has always been conscious of the employment and
capital aspeets of the industries it ¢reates and supports. It has, however,

been exiticised for the inadeqguacy of its policy as vegavds net job creation.
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In fact, in one of the latest issues of IDA News one reads that in 1976 a net

- 3,000 cxtra jobs werc created; a nct 6,000 -8, 000 are expccted in 1977

and the Government Green Paper is quoted for the statement that manufacturing
Industry is to yield a nct 10, 000 extra a ycar ip 1976-1980. In the same article.
it is stated that the nct extra figure was 2,600 a year in 1968-1973. Even when
full ailowanoe is madé for induced employment, and for the fact they take no
account of the possib-ly increased employment in special works (to b.e mainly

in agriculture and cénstruction), thés.e figurés scarcely make sufficient impacf
on the exi stﬁug unemployméx}t level and the prospect of some 60, 000 young
people coming on the labour market and to post primary échoolé every year

in the ne:;u* future. But if IDA is.criticised for its attraction of too capital-
intenéive industry, there is subétance in its reply that, in a world-competitive

market for industry, it must take what it can get.

s

1

I have {ull confidence in according IDA responsibility (together
with the proposed NMA) for creating employmcht on an adequate scale on

the economic side in future. It must be granted increased funds for this

purpose, frankly to induce home and foreign labour-intensive industries

té start or 't.o increas_e their activities. I have not the slig‘htesf objection to
multinati'ona_ls or foreign {firms, noting that the Irish peo'pk: have fé,l‘ more
control ovér their activitie-s here than we have over our investments abroad.
The;;f are here for profit, and more power to them: why should potential
direct investors not be told of a recent US Department of Commerce report
that the average of all UA Investment gave a return 61‘ 29 per cent ? We shall
love our visitors even more when we are assured that ﬂloy plough back a

3 ’ ’

substantial part of these profits, that illéy train and usc Irish talent in

hipgher posts and that they use Irish materials.
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We do not know of the policy constraints, other than moncy,
under which IDA operate in their systematic worldwide search for the kind of
things we should be making, mainly for cxport or for import subgstitution., If

there are any constraints they should be removed: all is possible with enough

cash,

As a last word I am reminded of a report by J. Tinbergen to the
UN Far Eastern organ I«.JCAFE. ' Tinbergen suggested that a list should be made
of the Lhinés or groups of things that éould be made. Enquiry fro.m manufacturers
would reveal a certain number of statistical chayacteﬁ stics of each., In the Irish

case these might include (1) Irish contribution to investment per person employed,

) world demand, actual, @) demand prospect, (4) percentage purchase of Irish

.'materials, () dummy variable for general suitability (environment etc), (6)

minimum and maximum scale of operation, and other. By chopping and changing
. -

the list, subject to the constraints,one would ultimately arrive at a selection of

i goods to be made and the scale of activity for each which maxirilise total

employment, subject to the constraints. There seems cven to be a nice problem
here, as an extension of linear programming, which I confidently commend to

our young mathemalticians.

21 June 1977 . A ' ) o R.C. Geary.




