





NATIONAL ECONOMIC AND SOCIAL COUNCIL

CONSTITUTION AND TERMS OF REFERENCE

1. The main task of the National Economic and Social Council shall be to provide a
forum for discussion of the principles relating to the efficient development of the
national economy and the achievement of social justice, and to advise the Government
through the Minister for Finance on their application. The Council shall have regard,
inter alja, to:

(1) the realisation of the highest possible levels of employment at adequate
reward,

(Il) the attainment of the highest sustainable rate of economic growth,
(li) the fair and equitable distribution of the income and wealth of the nation,

(lv) reasonable price stability and long-term equilibrium in the balance of
payments,

(v) the balanced development of all regions in the country, and

(vi) the social implications of aconomic growth, including the need to protect
the environment.

2. The Council may consider such matters either on Its own initiative or at the request
of the Government.

3. Members of the Government shall be entitled to attend the Council's meetings.
The Council may at any time present its views to the Government, on matters within
its terms of reference. Any reports which the Council may produce shall be submitted
to the Government and, together with any comments which the Government may then
make thereon, shall be laid before each House of the Qireachtas and published.

4. The membership of the Council shall comprise a Chairman appointed by the
Government in consultation with the interests represented on the Council

Ten persons nominated by agricultural organisations,

Ten persons nominated by the Confederation of Irish Industry and the Irish
Employers’ Confederation,

Tan persons nominated by the Irish Congress of Trade Unions,

Ten other persons appointed by the Government, and

Six persons representing Government Departments comprising one representa-
tive each from the Departments of Finance, Agriculture and Fisheries, industry
and Commerce, Labour and Local Government and one person representing the
Departments of Health and Social Welfare.

Any other Government Department shall have the right of audience at Council
meetings if warranted by the Council’s agenda, subject to the right of the Chairman
to regulate the numbers attending.

5. The term of office of members shall be for three years renewable. Casual vacancies
shall be filled by the Government or by the nominating body as appropriate. Members
filling casual vacancies may hold office until the expiry of the other members’ current

term of office and their membership shall then be renewable on the same basis as
that of other members.

6. '!'he Council shall have its own Secretariat, subject to the approval of the Minister
for Finance in regard to numbers, remuneration and conditions of service.

7. The Council shall regulate its own procedure.
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NATIONAL ECONOMIC AND SOCIAL COUNCIL

THE WORK OF THE NESC: 1974-76

I. The Establishment of the NESC!

1. In June 1973, the Minister for Labour, Mr. Michael O’Leary, T.D.,
announced? that the Government had decided to proceed with the
formation of a National Economic Council. In the course of his speech
the Minister stated that:

"The Council will be representative of the three great economic
interests, the employers, the organised workers and the farmers.
The organisations will be free to elect their particular nominees to
the Council.

"The decision to proceed with the establishment of the National
Economic Council is, of course, in line with the commitment of the
National Coalition partners that development of the economy should
be planned on the basis of genuine participation and consultation.

“The proposed National Economic Council will provide the per-
manent and powerful interests . . . with a forum in which they may
meet with one another and with the Government to study and discuss
the major social and economic issues of the day and so evolve agree-
ment between the interests on the policies required in pursuit of the
national interest. ‘

1Successive drafts of this report were discussed at meetings of the Council on
18 November and 21 December 1976. These drafts were prepared by Tom Ferris in

the Council’s Secretariat.
tSpeech by Mr. Michael O’Leary, T.D., Minister for Labour at the Annual Confer-
ence of the Irish Transport and General Workers’ Union, Ballybunion, 7 June 1973.
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“Social needs such as housing, education and hospital services—
all of these social priorities might come within the purview of a
National Economic Council.

“Indeed one might hope that all of the economic policies to be
pursued by the Council in concert with Government would be
influenced by a consciousness of the need for a social development
which would require that increased wealth is distributed in a socially
just way throughout our community so that inequalities are pro-
gressively removed.

“If . . . the Council will insist on maintaining a close connection
between economic and social affairs, then the planned development
of all incomes must come up for consideration.”’

2. On 5 November 1973, the Minister for Finance, Mr. Richie Ryan,
T.D., issued the following statement regarding the formation of the
National Economic and Social Council:—

“The National Economic and Social Council will hold its first
meeting later this month.

"The primary function of the Council will be to advise the Govern-
ment on the development of the national economy and the achieve-
ment of social justice.

“The Council will be representative of the three great economic
interests, the employers, organised workers and the farmers. These
groups have now all nominated their representatives, and the
Government has completed its nominations.

"The Government attaches great importance to the National
Economic and Social Council as a forum in which views can be
exchanged between people who have a common interest in the
development of our economy and in the pursuit of social justice.

"The followingorganisations are to berepresentedonthe Council:—

The Confederation of Irish Industry

The Irish Agricultural Organisation Society
The Irish Creamery Milk Suppliers’ Association
The Irish Congress of Trade Unions

The Irish Employers’ Confederation

The Irish Farmers’ Association.
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“The Government has appointed a number of persons to the Council
with special qualifications or experience in economic and social
affairs. A number of Government Departments will also be repre-
sented.

"The Government, after consultation with all the interests repre-
sented on the Council, has appointed Dr. W. J. L. Ryan, Professor
of Political Economy, in Trinity College, Dublin and Chairman of
the National Prices Commission to act as Chairman of the Council.
Professor Ryan is being granted leave of absence for one year from
his post in Trinity College to take up his appointment. This will
allow the Chairman to act in a full time capacity.!

"The Terms of Reference and Constitution as set out in Appendix
1 were agreed between the interests represented on the Council
and the Government. The Council will have its own Secretariat.”

3. The Constitution and Terms of Reference of the Council are set
out in Appendix 1 to this report. Appendix 2 gives the original members
and the positions they held at the time of their appointment to the
Council. Appendix 3 lists the changes that occurred in membership
during the three-year term of office of the Council.

4. In June 1976, the Chairman on behalf of the Council wrote to the
Minister for Finance stating that it would be desirable that the present
membership should complete the work which it had initiated, but
that this could be done only if the term of office of members were
extended until 31 December 1976. In his reply the Minister stated
that he was prepared "'to accept that a December meeting of the Council
would be in order—on the understanding that this will enable the
Council to complete all the work in progress which it has initiated.”
During the autumn of 1976 there were persistent press reports that
the Council would be abolished at the end of the year.

5. On 26 November 1976, the Government Information Services issued
the following statement on behalf of the Minister for Finance:

iin practice, this was not possible. While acting as Chairman of the Council,
Professor Ryan remained as Chairman of the National Prices Commission until
30 April 1975 and then resumed his duties in Trinity College.
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“In accordance with the constitution of the National Economic and
Social Council the term of office of its members expires this month.
In view of their desire as expressed in the Green Paper ‘Economic and
Social Development 1976-80° to have discussions with the social
partners as part of the process of formulating an economic plan, the
Government have decided that the Council, as now constituted,
should continue in existence for another year. The Chairman,
Government nominees and organisations represented on the Council
have been informed of the Government’s decision.”

6. The organisations represented on the Council wish to state that
they consider that the Council has a continuing existence and that only
the members are appointed for a fixed period. This does not preclude
changes in the structure or composition of the Council, subject to the
agreement of the organisations represented on it.

II. Inaugural Meeting of the NESC

7. The inaugural meeting of the Council, which took place on 28
November 1973, was addressed by the Minister for Finance, Mr.
Richie Ryan, T.D. In the course of his speech the Minister stated:

"This new National Economic and Social Council is founded upon
the simple truth that all the people of this island have more interests
in common with each other than those which divide them. The
Council’'s objective will be to identify common interests and to
agree on the best means of promoting them. . . . A breath of fresh
air would do us all a world of good. NESC can open the windows
to new ideas to dispel past illusions. . . . | would hope to see it
become a forum in which each interest will endeavour to understand
and see the other sectors’ points of view rather than concentrate on
enforcing its own.

“Today, Government must increasingly listen if it is to be effective
in the complex conditions of modern life.

“In giving leadership, we must make sure that we are not being
constrained by obsolete ideas, criteria and values. . . . The existence
of your Council will enable the Government to consult a wide range
of community interests at one time and such joint consultation may
reveal factors and considerations which do not appear in the normal
process of consultation between Government and each sectional
interest.

"The emphasis which this Government places on the consultative
process does not of course detract from the rights and duties of
members of the Oireachtas. Moreover it does not represent any
diminution in the responsibility which in a democracy must properly
be borne by the Government alone.

"The main task of NESC will be to provide a forum for discussion to
determine and establish the principles which are applicabie to the
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efficient development of the national economy and the achievement
of social justice. The Council will advise the Government on the
practical application of these principles. | need hardly emphasise the
desirability of examining the long-term aspects of these issues.

“These social and economic needs represent a complexity of
objectives which is amply illustrated by the terms of reference. For
example, you were asked to have regard to ‘the realisation of the
highest possible level of employment at adequate regard’. At the
same time you are to consider ‘the fair and equitable distribution of
the income and wealth of the nation’. The harmonisation of these
two obijectives will involve a whole range of implications for our
economic and social policy. Again you are to have regard to ‘attain-
ment of the highest sustainable rate of economic growth’. You will
have to determine what are the relevant and acceptable constraints.
This opens a Pandora’s box—the abatement of inflation, job creation,
the reduction of regional disparities, the rate of social improvements,
and the conservation of the environment are but a few.

“The Government is considering the evolution of medium-term
economic and social policy which will combine national and EEC
objectives, especially in the context of progress towards Economic
and Monetary Union. You will be asked to participate in its formula-
tion because such a task cannot be undertaken without consultation
with the social partners and the Council is an appropriate forum for
this purpose.

“NESC will now have an opportunity of making an important
contribution to community welfare both in relation to the formation
of public attitudes and the influencing of Government decisions.
The Government on their part will assist the Council’s work and
listen to its advice.”

8. All the Council's work has been within its terms of reference as

amplified in the Statement by the Minister for Finance at its inaugural
meeting.
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H1L. Council Procedures

9. At the Council’s inaugural meeting, a Working Party! was set up
to recommend procedures for the operation of the Council. The Council
adopted the recommendations of the Working Party and agreed that
three Committees of the Council should be established—the Economic.,
Social and Regional Policy Committees. Each Committee consisted of
fifteen members, chosen for their interest and expertise in the particular
field of policy, and the composition of each Committee reflected that of
the full Council.? The Council decided that Professor Ryan should chair
the Economic Policy Committee, Dr. H. Burke the Social Policy Com-
mittee and Professor N. Gibson the Regional Policy Committee.?

10. The Council decided that it would best be served by a small
secretariat recruited on secondment from other organisations. The
Department of Finance seconded a junior officer and two typists. In
addition, there have never been more than four full-time members of
the secretariat,* whose duties included serving the Council’s Com-
mittees, working with consultants, drafting reports (or Council com-
ments on work done by consultants), and preparing the final drafts of
reports (following meetings of the Council) for submission to the
Government.

1The Working Party consisted of Council members representing the Government
and the different interest groups.

*In the initial period alternates for the Committees had also to be Council members.
However, in January 1975 a more flexible system was adopted, whereby alternates,
who were not Council members, were free to represent their organisations at Com-
mittee meetings but not at meetings of the Council.

3ln July 1975, on his appointment as Pro-Vice-Chancellor of the New University
of Ulster, Professor Gibson resigned from the Chairmanship of the Regional Policy
Committee and was replaced by Mr. J. J. Walsh.

‘Appendix 4 sets out the names of those who worked either part-time or full-time
with the secretariat, including the civil service staff on the secretariat.
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11. The detailed work of the Council took place in its Committees.
With three exceptions,! all the work which resulted in Reports was
initiated at one or other of the Council’s three Committees. When the
subject or topic had been approved by the Council, the relevant Com-
mittee decided how the work should be organised. When drafts had
been prepared by the secretariat or consultants, they were discussed
in detail in the relevant Committee. When a Committee had agreed on
a draft, this was considered by the full Council. The final draft emerging
from the Council’s deliberations was forwarded to the Government
through the Minister for Finance.

12. At the beginning of its work, the Council planned to meet every
two months. It was envisaged that each of the three Committees would
meet monthly. However, the volume of work initiated in the Com-
mittees meant that more frequent meetings were required. The number
of documents that had to be studied required a large number of meetings.
The number of meetings of the Council and its Committees, together
with the average number of members attending, were as follows:—

No. of Average
meetings | attendance

Council 38 23
Economic Policy Committee 31 10
Social Policy Committee 29 9
Regional Policy Committee? 24 8

13.  Under the Constitution and Terms of Reference, members of the
Government are entitled to attend the Council’'s meetings. On four

'See paragraph 19 below.

*in addition, the Regional Policy Committee set up a sub-committee on institu-
tional arrangements for regional economic development which met on four occasions
between January 1975 and July 1975. This sub-committee was chaired by Mr. J. J.
Walsh. Another sub-committee was established in June 1976 (see para. 24) to
prepare a preliminary draft of a general report on regional policy. This sub-committee
met on nine occasions between July 1976 and November 1976. it was chaired by
Mr. C. MacGabhann, with Mr. T. Bairead of Gaeltarra Eireann acting as secretary.

12

occasions the Minister for Finance, Mr. Richie Ryan, T.D., attended
and addressed meetirigs of the Council.! On a number of occasions,
senior civil servants, other than those who were members of the
Council, attended Council meetings when matters relating to their
Departments were being discussed.?

1The Minister for Finance addressed the inaugural meeting of the Council on
28 November 1973, and attended Council meetings on 24 October 1974, 27 May

1976 and 21 December 1976.
1As permitted by Article 4 of the Council’s Constitution and Terms of Reference.
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IV. Finance

14. The Council’s activities were financed in two ways. First, a grant
was made available each year by the Department of Finance to cover the
salaries of the non-Civil Service members of the secretariat, fees payable
to consultants, expenses incurred by members, rent of rooms for Council
meetings and other items arising from the day-to-day working of the
Council and its secretariat. Second, the Department of Finance paid the
salaries of the Civil Service members of the secretariat and the rent for
offices occupied by the secretariat, and met the cost of telephone
accounts, postage, stationery and the printing of reports.

15.  The sums sought, allocated and spent under the first heading for
the years 1974, 1975 and 1976 are given in Table 1. The table shows
that the Council sought £130,000 for 1975 but found that it had been
granted £60,000.1

16. During 1974 and 1975, the Council could not engage consultants
without the express approval of the Department of Finance. At the
beginning of 1976, greater freedom was given to the Council. From
that time, consultants could be engaged subject to their fees not exceed-
ing limits set by the Department of the Public Service and the submission
of a quarterly report by the Chairman to that Department and the
Department of Finance indicating all payments approved and all
commitments entered into.

17. The provision of the grant on an annual basis posed problems
for the Council. These arose mainly because projects initiated in one

*The Council received a written request from the Department of Finance to submit
a budget for 1975 in a letter dated 8 October 1974. The Council submitted its budget
for £130,000 on 23 October 1974. The Council was informed by the Department of
Finance in a letter dated 5 November 1974 that £60,000 had been granted. The
Council has been informed that the decision on the Council’s budget for 1974 was
made before its submission had been received.
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Table 1:

NESC Budget

NESC Grant: Requests, Allocations and Expenditures?®

Grant Requested Actual Grant Actual
Year by Council Allocation? Expenditure
£ £ £
1974* — 100,000 41,853
1975 130,000 60,000 59,159
1976 68,000 68,000 54,000¢

'As explained in paragraph 14 above, the Department of Finance grant is not
intended to cover all Expenditures related to NESC.

3 month figure annualised.

*Allocation under NESC sub-head of the estimate for the Office of the Minister
for Finance.

4Preliminary Estimate.

financial year were not generally completed until the next, but the
Council knew only what was available in the year in which the project
started and could not obtain any indication of how much would be
made available in the following year. These problems would have
been eased considerably if the Council had been told in advance the
minimum sum that would be made available to it in each year. However,
the Council has been informed by the Department of Finance that this
would not be possible, because at present no State body or Government
Department is advised of the sums that will be made available to it
for more than one year in advance. This follows from the voting of
monies on an annual basis by the Dail. In the view of the Council, if an
independent body must submit the individual projects for which funds
are sought, and if money is not provided to finance all of them, there is
the danger that the Government may seem to be influencing the work
that the Council can do. The Department of Finance, however, has
pointed out that it would be an unusual derogation from financial
control as exercised by the Department if funds were made available
without reference to the projects for which they had been sought.
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V. Publications

18. By 31 December 1976, the Council had completed 32 reports.
Of these 24 had been published, 4 had been approved by the Council
and submitted to the Government, and 4 were in process of being
printed for submission to the Government. The titles of all Council
documents are set out in Table 2.

19. The Council’s publications (excluding this summary report) can
be classified under six main headings:

(a) Reports prepared at the request of Government or
- Ministers
Comments on Capital Taxation Proposals, No. 2, July 1974,
prepared in response to a request from the Minister for Finance
for the Council’s views on the Government's Proposals on
Capital Taxation.
Comments on the OECD Report on Manpower Policy in
Ireland, No. 6, July 1975, prepared following a request from
the Minister for Labour.
The Taxation of Farming Profits, No. 15, February 1976,
prepared in response to the Government'’s request to undertake
a study on the taxation of farming profits.

(b) Reports on the Economic Situation
The Economy in 1973 and Prospects for 1974, No. 1, April
1974.
The Economy in 1974 and Outlook for 1975, No. 3, November
1974.

This was not published as a Council report but as a document prepared by the
Council’s secretariat”. However, it was prepared in the same way as all other Council
reports, namely, following discussion in the relevant Committee of the Council (in
this case, the Economic Policy Committee) a draft was prepared by the secretariat;
this draft was discussed and amended at a further maeseting of the Committes, and
substantially amended at two meetings of the Council.
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Report on Inflation, No. 9, June 1975,

The Causes and Effects of Inflation in Ireland®, No. 10,
October 1975. -,

Economy in 1975 and Prospects for 1976, No. 13, October
1975.

Some Aspects of Finance for Owner-Occupied Housing, No.
16, June 1976.

(c) Reports on longer term problems of Economic and
Social Development?®
Population and Employment Projections: 1971-86, No. 5,
February 1975.
Jobs and Living Standards: Profections and Implications, No.
7, June 1975.
Population Projections 1971-86: The Implications for Social
Planning—Dwelling Needs, No. 14, February 1976.
Population Projections 1971-86: The Implications for Educa-
tion, No. 18, July 1976.
Rural Areas: Social Planning Problems, No. 19, July 1976.
The Future of Public Expenditures in Ireland, No. 20, July 1976.
Report on the Public Expenditure, No. 21, July 1976.
Prelude to Planning, No. 26, October 1976.
The Potential for Growth in Irish Tax Revenues, No. 31

(forthcoming).

(d) Reports on Social Policy
An Approach to Social Policy, No. 8, June 1975.
Income Distribution: A Preliminary Report, No. 11, September
1975.

1This Report was prepared for the Council by Professor E. V. Morgan.

$These reports can be seen as an attempt to up-date and expand the National
Industrial Economic Council's Report on Full Employment which was published in
March 1967. That report stated the problems, assessed their dimensions, suggested
some of the main elements of a broad strategy by which full employment might be
pursued, examined some of the main obstacles which then lay in the way of its
achievement, and generally posed the choices which the community, if it wanted
full employment, would have to face and make. The Third Programme for Economic
and Social Development 1969-72 was drawn up against the background of the
NIEC’s Report on Full Employment and was presented as a step on the road to that

goal.
17
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Educational Expenditure in Ireland, No. 12, January 1976.
Statistics for Social Policy, No. 17, September 1976.
Report on Housing Subsidies, No. 23, February 1977.
Towards A Social Report, No. 25 (forthcoming).

Some Major Issues in Health Policy, No. 29 (forthcoming).

(e) Reports on Regional Policy
Regional Policy in Ireland: A Review, No. 4, January 1975.
Institutional Arrangements for Regional Economic Develop-
ment, No. 22, July 1976.
Service-type Employment and Regional Development, No. 28
(forthcoming).
Personal Incomes by County in 1973, No. 30 (forthcoming).

(f) Reports on Agricultural Development
A Comparative Study of Output, Value-Added and Growth in
Irish and Dutch Agriculture, No. 24, December 1976.
New Farm Operators, 1971 to 1975, No. 27 (forthcoming).

20. It takes time to prepare reports. Relatively few reports were there-
fore presented in 1974. However, as can be seen from Table 2 above,
the Council’'s work gained momentum through 1975 and 1976. The
statements issued by the Government on the occasion of the publication
of some reports are set out in Appendix 5. A brief summary of each
report is given in Appendix 6.

21. In its work, the Council has tried to achieve a balance between
reports dealing with short-term issues in economic and social policy
and reports aimed at creating a framework for economic and social
development in the longer-term. These latter reports were prepared as
a result of the emphasis placed by the Minister for Finance, in his
statement at the inaugural meeting, on the desirability of examining
the long-term aspects of the principles applicable to the efficient
development of the national economy and the achievement of social
justice.

22. The terms of reference were wider than those of the NIEC in that
they included agricultural, social and regional development. These are
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areas of critical impertance to the future welfare of the Irish community.
Unfortunately, in the time and with the data available, the Council has
not been able to do as much work in these fields as it would have wished.
In particular, it has not yet been possible to prepare the general report on
the potential for development in Irish agriculture and the strategies
and policies by which this potential might best be realised.

23. The Council would regard the eleven reports which it has prepared
on various aspects of social policy as representing little more than a first
step into an area which has received too little attention. The fact that
the need to control the growth in public expenditure may, for a time,
limit the pace of social development is not an argument against studying
social problems and issues now. Indeed, it is the Council’s view that
the best time to think about social development is when funds are scarce,
because this will ensure that the funds available are more likely to be
wisely and effectively spent.

24. The Council has prepared five reports on various important aspects
of regional policy. The Council plans to prepare a general report
defining the aims of regional policy and assessing the measures by
which they could more effectively be realised. As a first step, the
Regional Policy Committee set up a sub-committee in the middle of
1976 to prepare a preliminary draft of a general report, but it was not
possible to complete this work for discussion in the Regional Policy
Committee in 1976. This general report will be completed during 1977.

25. It is not the intention of the Council to attempt any detailed
evaluation of the impact of its reports on Government policy and public
opinion. It is particularly difficult to assess the effects on policy,
because no Government statements were issued on the occasion
of the publication of many of the Council's reports. It is therefore im-
possible to know whether the analysis and advice were accepted,
rejected or merely ignored. Nevertheless, the Council believes that the
reports it has submitted to the Government have contributed to a clearer
understanding of basic economic and social problems and have helped
to create the framework within which economic and social planning
could be reintroduced. It will continue to be the Council’s concern
to achieve a fuller understanding of Irish economic and social problems
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and of how they could be resolved or eased, and to develop the frame-
work within which a new economic and social plan could be formulated.

26. There are some indications that some of the reports may have
influenced Government thinking and policy. Most of the detailed
measures put forward in the Report on Inflation were incorporated in
the June 1975 Budget; the main exception was that relating to the
payment of no increase in the second phase of the 1975 National
Agreement. The policy options for 1976 were examined in the Economy
in 1975 and Prospects for 1976. During the past year, Government
objectives seem to have corresponded closely to the main conclusions
of that report:

”If nothing is done (i.e., if pay continues to be fully linked to
prices and Government policies remain unchanged) the situation will
deteriorate further. The main symptoms of the deterioration will
be higher unemployment and greater inequities within the labour
force, with those in secure employment doing well relative to those
in activities subject to external competition and relative to the
unemployed.

"This prospect is clearly unsatisfactory. Other policy options must
therefore be examined. In our view, import controls, devaluation
and deflation would not be satisfactory policies. The only alter-
native is income restraint. If competitiveness is to be restored,
pay restraint means increases in the average incomes of those in
employment that are smaller than those occurring in other count-
ries...."?

In a recent speech, the Minister for Finance stated:—

“The recent report of the National Economic and Social Council
on Public Expenditure should be read by everyone interested in the
welfare of Ireland. If 1 had my way, | would make it compulsory
reading for every voting citizen. It is the best 45p worth in the
bookshops today’’2.

1£conomy in 1975 and Prospects for 1976, NESC, No. 13, page 40, paragraphs
79 and 80.

1Speech by Mr. Richie Ryan, T.D., Minister for Finance, to the Kimmage Branch
of Fine Gael, Crumlin Cross, 13 September 1976.
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27. Experience would suggest, however, that some time could elapse
before a report has its full impact on opinion and policy. This happened,
for example, with Population and Employment Projections: 1971-86
(NESC, No. 5, February 1975), a report which set the context and goals
for any new economic and social plan. Other reports which could fall
into this category are: Jobs and Living Standards (No. 7, June 1975),
An Approach to Social Policy (No. 8, June 1975), Rural Areas: Social
Planning Problems (No. 19, July 1976), Report on Public Expenditure,
(No. 21, July 1976), Report on Housing Subsidies (No. 23, February
1977), A Comparative Study of Output, Value-Added and Growth in
Irish and Dutch Agriculture (No. 24, December 1976), Prelude to
Planning (No. 26, October 1976) and Some Major Issues in Health
Policy (No. 29).

28. The Council would wish to emphasise one problem which has
made its work more onerous. In almost every field identified by its
Committees for study, either background studies were not available, or
if they had been prepared in Government Departments, were not made
available to the Council. The Council had therefore to make arrange-
ments for such studies to be made, since analysis cannot be done nor
advice given in a vacuum. The exceptions were Comments on Capita/
Taxation Proposals and Comments on the OECD Report on Manpower
Policy in Ireland (Nos. 2 and 6 respectively). For the study that the
Council was requested to make on the taxation on farming profits, the
report of an interdepartmental committee was made available on the
strict understanding that it should be available only to the consultants
employed by the Council, and that it could not be quoted in their study.
For the study of the future of tax revenues, a study made in the De-
partment of Finance was made available on similar conditions to the
consultants engaged by the Council.

29. The Council feels it necessary to comment on two issues relating
to its work which have been raised mainly in Government statements
on the occasion of the publication of Council reports or in statements
by Ministers. These issues are the fact that not all reports presented by
the Council have been unanimous, and the use which the Council has
made of “outside’’ consultants. These are discussed in the following
two sections.
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VIi. The lIssue of Consensus

30. The Council’s predecessor—the National Industrial Economic
Council—was frequently criticised, both during its life and after it had
ended, because all its reports were unanimous. The Council's function
is to advise the Government on major social and economic issues, and
the Council accepts that this places upon it the obligation to strive
towards agreement on any advice which it gives to the Government.
All but seven of the reports prepared by the Council have been unani-
mous. These seven reports dealt with issues of major and immediate
importance.! In the statements issued by the Government Information
Services on the occasion of the publication of three of these reports,
the fact that no unanimous recommendations were made was noted.?
The difficulties in reaching consensus are not, of course, peculiar to the
Council.

31. It is the view of the Council that if consensus is treated as a
dominant requirement, the unanimous recommendation to which
representatives of major interests can all subscribe may at times be so

!In the case of five of these reports—Comments on Capital Taxation Proposals,
NESC, No. 2, July 1974; Report on Inflation, NESC, No. 9, June 1975; Economy in
1975 and Prospects for 1976, NESC, No. 13, October 1975; The Taxation of Farming
Profits, NESC, No. 15, February 1976 and Prelude to Planning, NESC, No. 26,
October 1976—eservations were entered by representatives of specific economic
interests. The sixth report—The Causes and Effects of Inflation in Ireland, NESC,
No. 10, October 1975, contains a preface which states that the publication of the
report did not mean “that the Council accepts all of Professor Morgan’s analyses
and conclusions—indeed, some members are in fundamental disagreement with
parts of the report.” In the seventh report—Service-type Employment and Regional
Development. NESC, No. 28—the reservations of the Departments of Finance and
Industry and Commerce about certain recommendations made in /nstitutional
Arrangements for Regional Economic Development, NESC, No. 22 July, 1976 were
recorded.

*Appendix 5 sets out the occasions on which the Government made statements
on the reports of the Council.
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general and vague as to give Government no clear guide to action, or
civil servants no precise” statements by reference to which the advice
they could give to their Ministers should be formulated. When real and
immediate issues (such as capital taxation, the taxation of farming
profits, the control of incomes, inflation, or which particular public
expenditure should be cut or curbed) are faced and discussed in depth,
there will not generally be consensus but rather a clearer statement of
the differences.!

32. It could be argued that the differences of view on major issues
within the Council reflect those in lrish society. But it would be too
simplistic to expect that such differences might be resolved by the use
of technical expertise of an economic and quantitative kind. What such
technical analysis can do, and what it has tried to do, is to inform
different interest groups and attempt to help them to evaluate what
the long-term consequences of particular policy measures might be, so
that choices might be more rationally made between the long-term
interests and short-term gains of particular strategies, Moreover, it is
not by any means clear that differences in beliefs, ideologies and
interests can be resolved and consensus reached by discussion in
representative bodies such as the Council. To the extent that such
discussions succeed in getting to grips with the basic issues, differences
and divisions are exposed, articulated and possibly re-inforced rather
than reconciled. While the exposures and articulation of unreasonable
viewpoints may not change them it could detract from their support.
However, in the last resort such differences may be resolved, or the
action that is appropriate to the circumstances taken despite them, only
by a political process or procedure. This is a responsibility which in
democracy must properly be borne by the Government alone.

'This follows from the composition of the Council: the Council consists of repre-
sentatives of the main economic interests in the economy (the lrish Congress of
Trade Unions, the Confederation of Irish Industry, the Irish Employers’ Confederation,
the Irish Farmers Association, the Irish Creamery Milk Suppliers’ Association and the
Irish Agricultural Organisation Society), Government nominees with individual
expertise but diverse values, and the secretaries of six Government Departments.
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VIil. Use of Consultants

33. The number of full-time staff in the Council's secretariat was
kept small. At no time were there more than four people engaged in
drafting reports—indeed, for most of the three years 197476, there
were only three. In almost every field studied by the Council, no pub-
lished background studies were available. The Council had therefore to
make arrangements, within the limits of the funds available to it, for
such studies to be made, since advice cannot be given in a vacuum.

34. In many cases the work of the secretariat was supplemented by
the use of persons with special knowledge of particular fields. These
generally worked on a part-time basis in and with the secretariat.

35. Consultants were used in the preparation of twelve of the thirty-
two reports prepared by the Council during 1974-76; in six of these
twelve cases the consultants came from outside {reland. When con-
sultants were used, they were in most cases assisted by the secretariat.
The Council wishes to acknowledge the assistance given to consultants
by Government Departments and other agencies.

36. The Council has been criticised for using consultants—especially
for using consultants residing outside Ireland. The use of consultants
meant that first-rate expertise could be brought to bear on specialised
problems, and this enabled the Council and its very small secretariat to
accomplish a vast amount of work at minimal cost to the Exchequer.
The alternative would have been to employ a much larger secretariat—
large enough to include persons with specialised knowledge in all the
fields covered by the Council’s work. This would not have been practic-
able, nor would it have been economic.
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APPENDIX 1

NATIONAL ECONOMIC AND SOCIAL COUNCIL

Constitution and Terms of Reference

1. The main task of the National Economic and Social Council shall
be to provide a forum for discussion of the principles relating to the
efficient development of the national economy and the achievement
of social justice, and to advise the Government, through the Minister
for Finance, on their application. The Council shall have regard,
inter alia, to:—

(1

(i)

(iiif)

(iv)

(v)
(vi)

the realisation of the highest possible levels of employment at
adequate reward,

the attainment of the highest sustainable rate of economic
growth,

the fair and equitable distribution of the income and wealth
of the nation,

reasonable price stability and long-term equilibrium in the
balance of payments,

the balanced development of all regions in the country and

the social implications of economic growth, including the
need to protect the environment.

2. The Council may consider such matters either on its own initiative
or at the request of the Government.
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3. Members of the Government shall be entitled to attend the Council's
meetings. The Council may at any time present its views to the Govern-
ment, on matter within its terms of reference. Any reports which the

Ten persons nominated by agricultural organisations,

Ten persons nominated by the Confederation of Irish Industry
and the Irish Employers’ Confederation,

Ten persons nominated by the Irish Congress of Trade Unions,
Ten other persons appointed by the Government,

Six persons representing Government Departments, comprising
one representative each from the Departments of Finance,
Agriculture and Fisheries, Industry and Commerce, Labour and
Local Government and one person representing the Departments
of Health and Social Welfare,

Any other Government Department shali have the right of audience at
Council meetings if warranted by the Council’s agenda, subject to the
right of the Chairman to regulate the numbers attending.

5. The term of office of members shall be for three years renewable.
Casual vacancies shall be filled by the Government or by the nominating
body, as appropriate. Members filling casual vacancies may hold

7. The Council shall regulate its own procedure,
30

APPENDIX 2
MEMBERSHIP OF THE COUNCIL: NOVEMBER 1973:

Chairman
Professor W. J. L. Ryan, Professor of Political Economy, University
of Dublin, Chairman, National Prices Commission.

Nominated by the Government

Dr. T. K. Whitaker, Governor of the Central Bank, former Secretary of the
Department of Finance.

Professor Pp. Lynch, Associate Professor of Economics, University
College, Dublin, Chairman of Aer Lingus/Aerlinte.

Professor N. J. Gibson, Professor of Economics, New University of
Ulster, member of the Whitelaw Advisory Commission.

Dr. K, Kennedy, Director, Economic and Social Research Institute.

Mrs. H. Burke, Lecturer in Social Science, University College, Dublin.

Professor D. Hannan, Professor of Social Theory and Institutions,

University College, Cork.

Mr. J. Waish, Chairman, Restrictive Practices Commission.

Mr. C. MacGabhann, Bainisteir Ginear4lta, Gaeltarra Eireann Teo-
ranta.

Mr. P. Rock, Senior specialist, Irish Management Institute,

Mr. A. N. O’Brien, Chief executive, Institute of Engineers of Ireland,
former executive Shell Cambodia and Shell Congo Limited.

Mr. C. H. Murray, Secretary, Department of Finance.

Mr. T. O’Cearbhaill, Secretary, Department of Labour.

Mr. P. O’Slatarra, Secretary, Department of Industry and Commerce.

Mr. M. J. Barry, Secretary, Department of Agriculture and Fisheries,

Mr. M. B. Lawless, Secretary, Department of Local Government,

Dr. B. Hensey, Secretary, Department of Health, representing the
Departments of Health and Social Welfare.

*Members’ positions are those held by them on their appointment to the Council
in November 1973,



Nominated by the Confederation of Irish Industry
Mr. P. J. Keehan, President, Cll.

Mr. J. H. D. Ryan, Vice-President, Cll.

Mr. F. A. Casey, Member of Executive, Cll.

Mr. R. I. Morrison, Member of Executive, Cll.
Mr. L. Connellan, Director-General, Cll.

Nominated by the Irish Agricultural Organisation Society
Mr. J. Buttimer, President, 1AOS.

Mr. P. Raftery, Vice-President, 1AOS.

Mr. P. Kelly, Secretary, IAOS.

Nominated by the Irish Congress of Trade Unions
Mr. D. Larkin, President, ICTU.

Mr. A. Barr, Vice-President, ICTU.

Senator Fintan Kennedy, Treasurer, 1CTU.

Mr. J. Carroll, Member, ICTU Executive.

Mr. W. J. Fitzpatrick, Member, ICTU Executive.
Mr. B. G. Harkin, Member, ICTU Executive.

Mr. D. Murphy, Member, ICTU Executive.

Mr. P. Murphy, Member, ICTU Executive.

Mr. R. Roberts, General Secretary, ICTU.

Mr. D. Nevin, Assistant General Secretary, ICTU.

Nominated by the lIrish Creamery Milk Suppliers” Association

Mr. P. Hourigan, Council Member, ICMSA.
Mr. T. J. O’Callaghan, Council Member, ICMSA.
Mr. D. Murphy, General Secretary, ICMSA.

Nominated by the Irish Employers’ Confederstion
Mr. J. Jennings, Chairman, IEC.

Mr. D. S. McAleese, Member of Council, {EC.
Mr. D. J. McAuley, Member of Council, IEC.

Mr. P. Murphy, Vice-Chairman, IEC.

Mr. J. J. O'Reilly, Member of Council, IEC.

Nominated by the Irish Farmers® Association

Mr. S. Healy, Secretary General, IFA.

Mr. D. Cashman, Deputy President, IFA.

Mr. P. Lane, Vice-President, IFA.

Mr. J. Richards-Orpen, Economics Committee, IFA.
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APPENDIX 3

CHANGES IN COUNCIL MEMBERSHIP: 1974-76

Date of change

Members resigning

Members filling vacancies

10 June 1974
9 July 1974

11 November 1974
24 January 1975
30 September 1975
27 February 1976

1 March 1976

15 April 1976

7 May 1976

7 May 1976

3 August 1976
13 August 1976

Mr. J. Jennings (IEC)

Mr. M. B. Lawless (Depart-
ment of Local Govern-
ment)

Mr. P. J. Keehan (ClHi)

Mr. D. S. McAleese (IEC)

Mr. J. P. Culliton (CH)

Mr. P. O’Slatarra (Depart-
ment of Industry and
Commerce)

Mr. B. G. Harkin (ICTU)

Senator F. Kennedy (ICTU)

Mr. P. Lane (IFA)

Professor P. Lynch

Mr. M. Greene (IEC)

Mr. G. A. Meagher (De-
partment of Local
Government)

Mr. J. P. Cullition (Cll)

Mr. A, Shiel (IEC)

Mr J. H. Donovan (Cll)

Mr. M. Murphy (Depart-
ment of Finance)

Mr. J. Holloway (Depart-
ment of Industry and
Commerce)

Senator M. Mullen (ICTU)

Mr. H. O’Sullivan (ICTU)

Mr. P. Dunne (IFA)
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Civil Service Members of the Secr
tariat
Mr. R. Bradshaw (Admini i i .
o (Administrative Officer), November 1 973—-February
Mr. J. Lyons (Executive Officer), Februa
: . . ty 1974-December
Mr. J. P. Franklin (.Executlve Officer), January 1976—Decembe13r9 3376
Ms. P. Grace (Clerical Assistant), March 1974-December 1976 .
APPENDIX 4 Ms. M. Hanway (Clerical Assistant), April 1974-June 1974 '

Ms. M. Ryan (Clerical Assistant), Jun
SECRETARIAT ), June 1974-December 1976.

Non-Civil Service: Full Time Members of Secretariat

Mr. T. P. Ferris, Secretary, Economic Policy Committee, February
1974-December 1976.

Ms. C. Keehan, Secretary, Social Policy Committee, February 1974~
December 1976.

Mr. J. G. Hughes, Secretary, Regional Policy Committee, February
1974-April 1975

Mr. D. Brennan, Secretary, Regional Policy Committee, June 1975-
March 1976.

Mr. J. Blackwelll, Secretary, Regional Policy Committee, March 1976—
December 1976.

Mr. D. Chambers, August 1974-September 1975.

Non-Civil Service: Occasional/Part-time Members of
Secretariat

Ms. E. Fitzgerald?,

Mr. R. Jones, April 1976-August 1976.

Mr. A. Matthews, June 1975-August 1975.

Mr. A. Somerville3,

Mr. B. Stephens, September 1976—October 1 976.

1Mr. Blackwell worked in the Secretariat from July 1975 before becoming
Secretary to the Regional Policy Committee in March 1976.

sMs. Fitzgerald was a part-time member of the Secretariat at various stages of
1975 and 1976.

3Mr. Somerville was a ~art-time member of the Secretariat at various stages of
1974, 1975 and 1976.
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APPENDIX 5

GOVERNMENT STATEMENTS ISSUED WHEN REPORTS
WERE PUBLISHED!

5.1. Department of Labour Statement on “Comments on the OECD
Report on Manpower Policy in Ireland”’, NESC, No. 6. July 1975,

5.2. Government Statement on “Jobs and Living Standards: Pro-
jections and Implications”, NESC, No. 7, June 1975.

5.3. Government Statement on “Report on Inflation”, NESC, No. 9,
June 1975.

5.4. Government Statement on “Causes and Effects of Inflation in
ireland”, NESC, No. 10, October 1975.

5.5. Government Statement on “Income Distribution: A Preliminary
Report””, NESC, No. 11, September 1975.

5.6. Government Statement on ““Economy in 1975 and Prospects for
1976, NESC, No. 13, October 1975.

5.7. Government Statement on “The Taxation of Farming Profits”,
NESC, No. 15, February 1976.

5.8. Government Statement on “The Future of Public E*penditure:s
in Ireland”, NESC, No. 20, July 1976 and "Report on Public Expendi-
ture”, NESC, No. 21, July 1976.

1The statements are re-produced in full in the accompanying appendices.
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Appendix 5.1

~

Statement issued on behalf of the Department of Labour: 2 July
1975

OECD Report on Manpower Policy in Ireland and Comments on
that Report by the National Economic and Social Council

“The OECD Report, which was published in 1974, is very wide-
ranging in character and, in the process of examining Irish manpower
policy. comments on many related issues including economic policy,
industrial development, regional policy and so on. The OECD team
considered manpower policy in Ireland in a very wide context and
this added considerably to the value of their report.

“The Minister for Labour decided to refer the OECD report to the
National Economic and Social Council for examination. The recom-
mendations and comments of the NESC in their report are being
considered by the Government following examination by the Depart-
ment of Labour in consultation with the other Departments and agencies
involved. Some of the recommendations in the reports are of a long-
term character and others affect the work of a number of Government
Departments and State bodies.

“The Minister for Labour, commenting on the reports, pointed out
that since they were based on information supplied to the OECD
Experts relating to the period before 1973 and since he had been
keeping in close touch with drafts of these reports, he has been in a
position to implement their recommendations speedily. For example,
action has already been taken or initiated in line with many of the
recommendations in the reports. Among these matters are:—

(a) the setting up of a specialist planning unit in the Department
of Labour; ‘

(b) the recruitment of a basic cadre of Vocational Guidance
Officers in the National Manpower Service;

(c) the expansion of the numbers employed on placement work
in the National Manpower Service;
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(d) the increased use of advertising by the National Manpower
Service;

(e) the institution of a National Labour market sample survey and
the introduction of a pilot scheme for provision of local
labour market supply and demand information through the
National Manpower Service regional offices;

(f) the institution of a programme to expand facilities for adult
retraining to a target figure of 1% of the labour force;

(g) substantial increases in allowances payable to persons under-
taking retraining;

(h) promulgation of proposals for reform of apprenticeship;

(i) extension of the functions of CERT to cover restaurants and
institutional catering and a closer association between
AnCO and CERT.

“The main recommendations in the report are aimed at giving the
Department of Labour and its agencies a more positive role in relation
to the formulation of economic, social, industrial and regional policy.

“Since the change of Government, the Minister for Labour points out
that a role for the Department along the lines indicated has been
developed. The Department is now recognised as one of the four main
economic Ministries with Finance, Agriculture and Industry and Com-
merce. The Minister has been anxious to provide the Department with a
role in job creation. The Premium Employment Programme, PEP,
drawn up by Departmental officials in consultation with other Depart-
ment gives the Department this function for the first time.

“The Minister for Labour welcomes the comments of the NESC
about the need for expansion of industrial training including the
recommendations dealing with skill shortages, training for women and
training for the services. In this connection the Minister said that
AnCO has been allocated for 1975 the greatest resources to date for
industrial training in any one year—£9 million in fact—for the training
of 7.000 adults and apprentices as against 4,500 in 1974. The Mins-
ster said that it was important that the period of enforced unemploy-
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ment for the workers involved be utilised through the provision of
increased industrial.training for as many of those workers as possible.

~ "As regards the proposals for dealing with skill shortages, the dis-
cussions relating to the proposals for reform of apprenticeship have
been concluded and it is anticipated that firm decisions about the new
apprenticeship arrangements will be announced in the near future. The
new apprenticeship system will involve a high level of co-operation
between educational and training bodies which will represent a
substantial step in the direction of the closer co-operation between
education and training which is advocated in these reports.

“The NESC stresses the necessity for action to improve the situation
about training of women. A working party set up by AnCO drew up a
report on the question of access of women to apprenticeships and
following consideration of that report the Council of AnCO have
decided to initiate a pilot project in this area. The Minister will be
introducing legislation in the current session of the Dil relating to the
recruitment, training and advancement of women which will provide a
statutory basis for the removal of discrimination against women in the
matter of access to training.

““The two Reports discuss the future status of AnCO and the National
Manpower Service and, in particular, raise the question as to whether
the National Manpower Service should be given a separate status

outside the Department of Labour. This is at present being examined
by the Minister.”

Appendix 5.2
Statement issued on behalf of the Government
NESC Report—Jobs and Living Standards:
Projections and Implications; 25 June 1975

1. “The Government welcome thereport of the National Economic and
Social Council, entitled ‘Jobs and Living Standards: Projections and

Iimplications’, published today, as a useful contribution to public
debate and understanding in this area.
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2. The Council report points to the existir'lg' gaps in living standards
(output per head) and in levels of productivity (output per person at
work) between lreland and selected Eutopean countnest ar!d the
difficulty of closing these gaps in the medium-term ft{ture in view of
the imminent rise in the lrish population. The Councul. suggests .th.j:tt
this raises difficult questions for the distribution of income yvnthm
Ireland. It also, of course, raises major questions as to the public and
private investment needed if the gap is to be narrowed and as to the
means of financing that investment.

3. Previous reports of the Council have dealt with pc.)pulatio'n and
employment projections to 1986, and with regional gollcy, while the
Council’s report on inflation has recently been published. All these
documents provide the quantitative and analytical background neces-
sary for the formulation of policy in these areas.

4. The Government understand that the Council is proceeding to
consideration of the policy issues inherent in the analysis of thg ?roblems
presented so far and looks forward to receiving the Council’s advice
and recommendations in due course.”

Appendix 5.3
Statement issued on behalf of the Government

NESC Document on Inflation: 20 June 1975

“The Government consider the document of the National Economic
and Social Council, entitled “Inflation”’, published to.day', to pe a most
useful contribution to public debate and understanding in this area.

They will take the proposals made into account in their current r'eview
of the economic situation, the results of which, as the Taoiseach
announced on 17 June, will be presented by the Minister for Finance
in the Dail on Thursday 26 June. They note with regret, however, that
it has not been possible for the Council to produce an ag(eed report
and that a number of reservations, some of a comprehensive nature,
have been entered by interests represented on the Council.”
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Appendix 5.4
NESC Report, Causes and Effects of Inflation in Ireland
Comment by the Government: 22 October 1975

1. “The Government have considered this report, and have noted that
some members of the Council are in fundamental disagreement with
parts of it. They wish to make the following brief comments.

2. The main conclusion of the Report that excess demand was mainly
responsible for inflationary developments in the period 1953-73 is not
convincingly supnorted by the analysis presented and runs contrary
to the findings of other recent studies relating to Ireland and elsewhere.
It is, of course, well known that professional economists are widely
divided on the causes of and remedies for recent inflationary tendencies.

3. In examining the causes of excess demand in lreland, the report
gives primacy to increases in public expenditure and the method of
financing it, rather than to other factors affecting demand such as
increases in income and import prices. However, the public funds
raised through borrowing have largely been directed towards new
investment and increases in productive capacity through the Public
Capital Programme, which have had the effect of increasing employ-
ment and inducing private investment, especially industrial investment
through grants and infrastructural support schemes. In effect, then,
the Report fails to give adequate weight to the impact of Government
action through public expenditure programmes to promote investment
and competitiveness. The alternative to public sector borrowing is
heavier direct and indirect taxation which would aggravate inflationary
tendencies and cause unemployment.

4. The prescription for curbing inflation which emerges from the
report, namely, a reduction in demand through a cutback in public
expenditure and, therefore, public borrowing, would aggravate rather
than cure the present ills of unemployment and inflation. The situation
calls for a combination of measures aimed at increasing investment
and improving cost competitiveness to take advantage of the expected
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recovery of world trade on which our economy so much flepends.
These measures could be frustrated if public secto.r spending were
reduced to the extent implied in the Report’s conclusions.

Appendix 5.5
Statement issued on behalf of the Government

NESC Report on Income Distribution; 11 September 1975

1. “The report from the National Economic and Social Cour}cil en-
titled ‘Income Distribution: a preliminary report’ is a useful contribution
to the study of the issues which arise in this area. Althqugh ha.mpered
by data deficiencies, the report provides a measure of insight !nto the
re-distribution of income, brought about through fiscal policy and
Social Welfare benefits over the last few years. The Government accept
the Councils’ recommendation, made in paragraph 31, that the Pepart-
ment of Finance should continue this research in the area of income
distribution through further studies at periodic intervals.”

Appendix 5.6

NESC Report—£Economy in 1975 and Prospects for 1976, 23 October
1975

Comment by the Government

“The Government consider the report of the National Economic anc,l
Social Council on ‘The Economy in 1975 and Prospects for 1976,
published today, to be a timely and valuable an?lysis of the current
position of, and outlook for, the economy. In part.lcular, they note and
agree with the emphasis in the report on the vital ne:ed in 197§ to
improve the competitiveness of Irish goods and .serwces,. esgecually
through a lower rise in incomes than the prospective increase in prices.

“Thereportidentifies how the different timing of the national budgetary
process and the date of renewal of the National Pay Agreements can
lead to harmful divergences in economic, incomes, fiscal and monetary
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policies. The views in the report will be discussed in the
on the Economy apd will be taken into consideration in
of Government economic policy for 1976.”

Working Group
the formulation

Appendix 5.7
" Statement issued on behalf of the Government

NESC Report—The Taxation of Farming Profits: 11 February 1976

“The Government consider that the report of the National Economic
and Social Council, entitled ‘The Taxation of Farming Profits’, published
today, is a valuable contribution towards greater public understanding
of this matter. They note that the Council has not produced an agreed
document and that a number of important reservations have been made
by interests represented on the Council. The Report is being examined
by the Departments concerned.”

Appendix 5.8
Statement issued on behalf of the Government

NESC Report No. 20: The future of public expenditures in Ireland;:
NESC Report No. 21: Report on public expenditure, 29 June 1976

“The Government welcome the reports prepared by the National
Economic and Social Council on the pattern of public expenditure in
Ireland. In particular, the Government endorse the Council’s views on
the need for immediate and effective curbs on the rate of growth of
public expenditure. The Government note, however, that the Council

felt itself unable at this stage to specify any particular area in which these
curbs should be applied.

"“The reports underline the difficulties which face the Government in
controlling public expenditure. Indeed, they largely support what has
been said on this subject by the Taoiseach and other Government
Ministers in the past. These reports will, undoubtedly, be of assistance
in promoting a clearer public appreciation of the need to restrict the

43

D i



growth of public expenditure. The Council’s stated intentiop of becom-
ing directly involved in future in identifying specific gxpendltures which
may be either reduced in scale or eliminated is particularly welcome.

“The reports are being given further and more detailed consideration
by the Government.”

APPENDIX 6

SUMMARIES OF COUNCIL REPORTS

This appendix contains summaries of the Council’s reports. The
summaries are presented in the sequence in which the reports were

prepared.
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APPENDIX 6.1
THE ECONOMY IN 1973 AND THE PROSPECTS FOR 1973
(NESC, No. 1, Prl. 3775, April 1974)

6.1.1. The report comments on the current economic situation, the
outlook for 1974 (assuming that present policies are maintained), and
the implications of the forecasts for 1974. The main features of the
economy in 1973 are summarised in the light of information available
on 22 March 1974. The reason why earlier forecasts for 1973 differed
from the latest estimates of what happened in that year are also examined.

6.1.2. The forecasts for 1974 are based on discussions which the
Council secretariat had with the staff engaged in forecasting in the
Central Bank, the Department of Finance and the Economic and Social
Research Institute. In addition, the Department of Finance gave its
views on the likely economic trends in 1974.

6.1.3. As regards the policy implications of the 1974 forecasts, the
Council stresses the need to forecast ahead despite the uncertainties.
The Council believes that the forecasts for 1974 do not warrant the
application of restrictive monetary and fiscal policies aimed at dampening
the development of the economy. Rather, the Council believes that the
aim of budgetary and monetary policies in 1974 should be to add about
1% to the forecast growth in output. The necessary measures should
be taken, within the context of policies which give this modest further
stimulus to the economy, to ensure that special attention is paid to those
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yvith low living standards. In conclusion, the Council states that there
isa nee'd for a programme or plan for economic growth and development
extending over three to Your years ahead.

APPENDIX 6.2
COMMENTS ON CAPITAL TAXATION PROPOSALS
(NESC, No. 2, Prl. 3943, July 19743)

6:2.1. In his Financial Statement on 3 April 1974, the Minister for
Flnance'stated that consultations would be held with the National
Ecopomlc and Social Council regarding the taxation of farm profits and
capital taxation. Part // of the report contains the Council’s comments
on the taxation of farm income, which were sent to the Minister for
Finance on 17 May 1974. Part / of the report sets out the comments of
the Council on the capital taxation proposals. The comments command
?he' general support of the Council, except in so far as is specificall
indicated in the addendum by representatives of the Irish Congress 0);
Trade Unions on the Council. :

Part

6.2.2. The Council's comments on the capital taxation proposals
re'late to'the'White Paper’s proposals, as modified by the Minister for
'Flnaf'uce' in his speech to the Cll on 15 May 1974. The Council agrees
in pnncnple to the introduction of a capital gains tax, but believes that the
manner in which the taxable gain is calculated should take account of
changes in the value of money. While the Council accepts in principle
the proposed tax on realised capital gains, the majority of the Council
does' not favour its extension to unrealised capital gains. As regards the
modlf'ied exemptions for capital gains tax, the Council believes that they
constitute a balance between minimising compliande costs and ensuring
a yield from capital gains tax.

6.2.3.' The C(')lill:lcil accepts in principle the desirability of introducing
a capital acquisitions tax on inheritances and gifts, as an alternative to
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death duties. However, the Council believes that three consanguinity
categories would be sufficient in lrish circumstances:—

Class A: spouse and children (including adopted children)

Class B: lineal issue, lineal ancestors, brothers, sisters, nephews,
nieces, uncles and aunts

Class C: All others

The thresholds of exemption for Class A should be £100,000, for
Class B £10,000 and for Class C £2,000.

6.2.4. The Council feels that it would be necessary to have the scale
of rates for Class B adjusted to eliminate any incentive for “generation
skipping” i.e., to pass inheritances to grandchildren to reduce the tax
liability, rather than to the spouse or child. In the Council’s view it
would be desirable, in the case of trade, business or professional assets
which are passed to one individual in Class B as the sole donee/legatee,
that that person should be treated as if he were in Class A, if he or she
had been involved in the working of the farm, business or profession
for a reasonable number of years preceding the date of acquisition.
There was a division of opinion in the Council about whether this
concession should apply only to cases in which there was no surviving
relative in Class A, or to cases in which there was no donee/legatee in
Class A. The Council believes that consideration should be given to
relating the exemption threshold for Class A beneficiaries to the size
of the estate being distributed at death.

6.2.5. The proposals in the White Paper, whereby the rate of capital
acquisitions tax applicable to gifts would be 25% below the rate for
inheritances, are acceptable to the Council. It is the belief of the Council
that steps should be taken to introduce an accessions tax as soon as
feasible, whereby gifts and inheritances would be aggregated from a//
sources (and not merely from one donor/testator).

6.2.6. Before the Council could comment on the wealth tax in the
broader context of the proposed tax changes as a whole, it would be
necessary to have clarification of such matters as the forms of relief
appropriate for productive capital used in business and the possibility
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expense against tax.

6.2.7. Asregards the capital taxation proposals as a whole, the C i
feels that the administrative difficulties of introducing thre;a n e
would be eased if their introduction was phased over a greate?w e
of. years than proposed in the White Paper. While accepting t::me;

and economic efficiency and growth.

Part 11

(@) In principle, all sections of the community (including farm.
should make their fair contribution to tax revenuye Tghere v(:;ss)
howeyer, No agreement on whether £100 or 3 Iow.er poor-law'
\{aluatlon should be the starting point for the detailed appli
tion of the Minister's proposals. ppice-

(b) As regards the proposed notional basis of assessment, there
was general agreement that rateable valuation of farm Ian'd was
not necessarily correlated with farm income. The argument in
favour of using rateable valuation was that all land had a
rateable valuation, and that at present it was the only basis for
a rough and ready measure of income. Actual farm accounts
would be more equitable and relevant. If actual accounts were
to l?e used, some time could elapse before they were generall
available. In essence, income tax is a tax based on capacitz
to pay as measured by income.
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(¢) Where actual accounts were used as the basis for assessment,
there might be a case for some relief from income tax in respect
of rates on agricultural land. This is based on the assumption
that for larger farmers rates constitute a significantly larger
proportion of income than is the case in other business

enterprises.

(d) If actual farm accounts were used as the basis for assessment,
some adaptation of the present system of tax reliefs, which
were primarily geared towards non-agricultural activities,
would be required. Allowances could be determined or
adjusted to encourage investment in sound agricultural

development.
(€) There was disagreement on the “multiplier” of 40 mentioned in

the Minister for Finance’s proposals. If this notional basis is to
be maintained for other than a transitional period, the Council

would welcome the opportunity of examining the basis on
which a more equitable notional assessment might best be
made.

() There was general agreement that, where farmers were assessed
on the basis of actual accounts, some provision would be
desirable whereby the average income over a number of years
could be taken for assessment rather than the income in a
single tax year.

(g) There was general agreement that, where income from agricul-
ture was not assessable for tax, it should not be permissable
to offset losses arising from agriculture for tax purposes
against income arising from outside agriculture.

APPENDIX 6.3
THE ECONOMY IN 1974 AND OUTLOOK FOR 1975!
(NESC, No. 3, Prl. 4146, November 1974)

1 International Developments
6.3.1. In 1974 there have been rapid and disturbing changes in the

1A document prepared by the Council’s secretariat.
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11 UK Economy

6.3.2. Developments i i

\ n the United Kingd

2 ; gdom are of part;
portance to the Irish economy. Most forecasts for the UK ch:f:rl:;

cause a further depreciation j
Cause p on in the external value of sterling through

Il Domestic Economy
6.3.3. i
The lrish economy has to operate against this background of

adverse i
international developments. The implications for Irish prices of

f

pa;::ser;so;r)r:t::(t:)(l)y fell _byfabout 15 per cent during 1974, There are pros
very in farm inc i ' N

transition period proceeds. omes in 1975 and beyond as the EEC

6.34. An important influence on tot i

o3 _ al money income i

: ogrrf[l;}lltl;:jedli?i 01 9:: was the"1974 National Agreement. Before altl):\::ilgge

kol 1o abn rough a 16_th round” in 1975, average earnings are

sty o out a quart'e.r higher than in 1974. The position in in-
ould become critical. There is a danger of a substantial
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i Il the greater if demand
o -out” labour, which would bfa a' :
Sha"(e Ow‘ljvtealffThere was a sharp deterioration In the tra'de balancnti
‘rem:::aniirst haif of 1974. The estimated ounurrP for 1?74 is a mtj'r(r:‘ "
:ar:(t:arnal deficit which is one of the largest in relation to nati

output within the EEC.

6.3.5. On the basis of present policies, 1975 couldbbe artlrc‘)the:eyslzz;

f Do t could rise well above the p
or growth and unemploy'm'en ; !
?fv;(; Tr?e current external deficit could remain very large an;j- hth:: r:tre
:f ri'ce increases could be at least as fast as in 1974. ee o are
a'lc))r problems to be faced in each of the main areas of conc o
r‘:mj)n-term economic policy, namely, output, employment, pncesb|em
:he balance of payments. The short-term demaf\q managemenc: prc:3 Pl
becomes, in its simplest terms, one of demdmg ont thteangg:educe

I i i der to expand outpu
ich demand can be increased, in order t

rjv:;mployment, within the constraints imposed by the balance of

payments.

6.3.6. It is not inappropriate for a small country l;hat is| build::?musags
dus ficit financed by net long- -
industry to run a current external de . tlc n cap-
::‘ac:uin;:;)ws. Nor would it be appropna}e to tr.y to e||m|rr:§t¢:‘ wgrrl‘uenrgy
ery short period that part of the dificit that is due to higher ooy
vrirZes because the necessary structural adjustments could be : e:ars
5vith0;1t serious economic disruption only over a m{n)ber o] Syix t(;
When allowance is made for reducing the oil deficit over b
seven years, for a continuing net capital inflow and for t:e ri\tn;ma'
of temporar;l influences now having an adverse'e.fft?ct ont ?io?j domal
balance, the underlying balance of payments deficit is less ::3 us than
crude f;)recasts suggest. When these allowances arfa made there 1*
some scope for domestic action to curb the groxl:)vtohtwt\hunen:: (t);l o
ch about the ye
i It is now too late to do very much

m01\3t7hsra|te between 1974 and 1975, but action could l|t>e t?ket:l t:l:;

. i i loyment levels by

fference to unemploy! '
would make considerable di . : cls by the

i stimulus that cou g

1975. The size of the expans!c?nary :

?r:‘ c‘:907f5 must depend on the availability of external funds to finance the

balance of payments deficit.

6.3.7. The effectiveness of any expansionary stimulushin d19(:7; ;r;l
re'lis'in'g output and reducing unemployment would be much redu
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excessive increases in money incomes under a "16th round”. If a
“16th round” related changes in money incomes to changes in prices
through 1975, an expansionary stimulus which included reductions in
indirect taxes would be particularly effective in moderating the rate of

inflation, and hence minimising its adverse effects on the external
deficit and the domestic economy.

6.3.8. One of the main objectives for the next few years must be to
reduce the rate of inflation. There can be no doubt that this country is
vulnerable to external price increases. However, even after full
allowance is made for external factors a substantial part can be
explained only by domestic behaviour. A major underying cause of
the inflation that is generated domestically is the attempt by members
of the community to achieve real incomes that when added together
exceed the real output of the community. Inflation can therefore be
curbed only to the extent that aspirations and realities are brought into
line with each other. This will be more easily achieved if the national

output is growing, because all can enjoy some improvement in living
standards.

6.3.9. The domestic inflationary pressures that are generated by
demands that cannot simultaneously be met can be defused only by
greater understanding of these causes of inflation that operate within
the community. Progress towards reducing the domestic element
in inflation will not be easy and cannot be achieved instantaneously.
It will be achieved only by wider and fuller understanding of the
basic domestic causes of inflation among all sectors of the community.
It will be achieved more easily if the economy is expanding, and
if policy instruments are refined or developed to ensure that expansion
is achieved and its fruits distributed in a equitable manner.

APPENDIX 6.4
REGIONAL POLICY IN IRELAND: A REVIEW
(NESC, No. 4, Pri. 4147, January 1975)

6.4.1. The report is divided into two parts. Part / poses and discusses
major questions about the application of regional policy to the existing
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situation in lIreland in order to clarify the issues which have to be
dealt with before a regional development policy can be formulated.
Part Il presents detailed information on the development of regional

policy in Ireland since 1950.

Part |

6.4.2. The first question which is posed is, why is a regional policy
necessary ? It is noted that the case for a regional policy is based on the
view that market processes, in terms of the determination of prices,
wages, location of industry and the like, do not seem able, if left to
themselves, to bring about a socially and politically acceptable regional
distribution of income and employment.

6.4.3. Given that a regional policy is necessary the most important
questions to be answered are what should be the objectives of regional
policy and how are consistent objectives to be defined when non-
economic objectives are included? Should the objectives, as far as
possible, be quantified for each region or other appropriate area?
- What are some of the implications of pursuing the balanced develop-
ment of all regions? Is the emphasis on the subsidisation of fixed
capital, which has been the main instrument of regional policy in the
past, appropriate in view of the fact that industrial investment may also
be determined by non-economic factors? How may regions should
there be for economic planning purposes and finally, should the
many organisations now involved in regional policy be reduced in
number and their different activities co-ordinated by one Government
Department ?

6.4.4. While not all of the questions posed in Part | are capable of
definitive answers an attempt can certainly be made to answer some
of them. To help in this task the Council’s Regional Policy Committee
has drawn up a work programme consisting of the most important
questions upon which work needs to be done and it is hoped that the
Council will commission research into these questions in the future.

Part 11

6.4.5. In the approach to regional policy in the last twenty years or
so, emphasis was placed initially on the problems of the Undeveloped
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ft\reas. Lat.er, in the face of a decline in the number of industrial j

!n all regions and strong competition from other countril:aS ro Jobs
inducements offered to attract foreign enterprises, attention e oo
centrated. on encouraging development generally throu }l}vastcon-
Sta.te. Thls change in emphasis emerges clearly in the indusst;ri:;:u e
legislation which was passed in the 1950s and the 1960s. In d%r'a'ms
to the offer of cash grants to industry, private investmént v: Itllon
encouraged, especially in the later part of the period by the ras'a'SO
of ac_ivance factories, serviced sites and through the ,services DeOVISI?n
provided by the Industrial Development Authority (IDA), angCtr::::I:y

airle Oiliana—the | i s .
bodies. ndustrial Training Authority (AnCO), and other

6.4.6. -Th.e Industrial Development Authority was given statut
responsibility for the promotion and development of Irish indust oy
195(?._ln .addition to this function it now has the responsibilitr;l "1:
admmlstem)g the industrial grants scheme over most of the counto
Gaeltarra Eireann was established in 1958 to provide gainful empl o
ment for native Irish speakers in the Gaeltacht, and its powers ‘\)NZY‘
subsequently extended by a number of Acts. In 1958 the Shannor:
Free Al.rport Development Company (SFADCO) was set up to promot
industrial development at the airport; since 1970 the compgn h .
ac;ted as agent for the IDA in the Mid-West region. Both Ga:ltarer‘:
Elreann and SFADCO are able to give grants to enterprises establishin
in the areas for which they have grant giving powers, i.e., the Gaelta hsi
and the Shannon airport zone respectively. o ’

6.4.7. The Local Government (Planning and Development) Act was
passgd in 1963. This provided a legal framework within which the
physical development of the country could take place. In the same year
the GpYernment defined nine regions for physical planning purposes
As orlglpally defined the regional boundaries did not follow county;
boundaries in all cases. The Government redefined the boundaries in
1969 so that, with the exception of Tipperary, regional and county
boundaries coincided. In 1964 the Government commissioned con-
Sl.Jltan.tS to prepare economic and physical development plans for the
Lm.lenck Region (the Lichfield Report) and the Dublin Region (the
Wright Report) and in 1966 it requested the United Nations to com-

55

™

H
1
1



mission consultants to undertake regional studies for the temaining
seven regions. The Consultants were asked to take {ult. account of the
other two regions in their analysis and recommendations. The result
of this commission (the Buchanan Report) was a ‘recommended
regional strategy for the entire country.

6.4.8. Since the publication of Economic Development in 1958
there has been much discussion about the kind of industrial location
policy which is most suitable for Ireland. Two approaches have been

suggested:
(i) concentration of resources on the development of a few
growth centres, and ‘ |
(i) dispersion of resources so that a l‘arg‘a‘ number of small
centres can participate in the industrial development of the
regions.

The Government has opted for a combination of the two. approaches.

6.4.9. For the most part the objectives of regional policy, as described
in various Government reports and in Government statements, have
 been expressed in general terms such as checking “the tendency towards
unbalanced regional development”. Such an approach is upder-
" standable because of the inherent difficulties involved in specifying
precise regional objectives in operational terms.

6.4.10. There is a large number of organisations invql‘vgd in the
regional development of the country. Arrangement§ have been made
for the co-ordination of the activities of the most 1mpor§ant of these
organisations at regional level. Thus, the activities of the County
Development Teams are co-ordinated by the Central Development
Committes while the Regional Development Committee ;has performed
a co-ordinating role in relation to the reports of the Regional Develop-
ment Organisations. Informal co-ordination has grown. up over the
years between Government Departments and Agencies, Local Autho-
rities, Trade Unions, Voluntary Organisations etc.

6.4.11. A statistical analysis of the regions shows that there are

significant differences in the economic and demographic character-
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istics of the regions. The more prosperous regions exhibit the following
characteristics: a Significant increase in total population over the
period 1966-71; a high rate of natural increase and a low fate of
emigration over the same period; a large percentage of their population
in towns in 1971 and a small proportion of their labour force in agsi-
culture; above average employment in sectors whose rate of employ-
ment growth is higher than the national average; unemployment rates
below the national average; a strong concentration of manufacturing
establishments and relatively high personal income per head. The
converse holds for the poorer tegions.

APPENDIX 6.5
POPULATION AND EMPLOYMENT PROJECTIONS: 1971-86
(NESC, No 5, Prl. 4193, February 1975)

6.5.1. The report is presented in two parts. Part / of the report contains
the comments of the Council on the population and employment
projections for the period 1971--86. In Part // of the report the projections
prepared by Professor Brendan Walsh are set out in full.

Part |

6.6.2. Since the NIEC Report on Full Employment was published in
1967, the achievement in providing new industrial and service employ-
ment has been significant. Despite this, much is still required if the
goal of full employment is to be reached. The National Economic and
Social Council, therefore, decided that the whole question of the
achievernent of full employment should be re-examined. As a first
step in identifying the magnitude of the problem, the Council asked
Professor Brendan Walsh to make population projections for the
period 197186, and to caltulate the net increase in total employment
that would have to be achieved if full employment waere to be reached
by 1986, on certain assumptions about the possible behaviour of

- emigration, fertility, marriage and participation rates. The resultant

projections can be seen as providing a broad indication of the magnitude
of the problem of achieving full employment, on the assumptions
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underlying the study. Whether or not the projections turn out to be true
depends on the actions of individuals and organised groups, and on
the effectiveness of the economic and social policies that are applied,
over the next fifteen years or so.

6.5.3. The Council recognises that the projections contained in
Professor Walsh's report show only what cou/d happen between now
and 1986 to the numbers who might be seeking work and to the
number of dependants, on the basis of specified assumptions. If
the projections could be realised then there would be significant
social, regional and economic implications for the community. The
present projections reveal a picture of change at an overall national
level. The changes in individual regions could vary significantly from
the national pattern projected by Professor Walsh. An attempt to break
down the projections at a regional level cannot be made until the
overall economic implications have been spelt out. If the projections
were realised, there would be important social implications. Changes
in employment structure, from family farm to non-family farm employ-
ment, could result in increased urbanisation of the population. Invest-
ment in social infrastructure—houses, schools and public utilities
could have to accord with new patterns of population location. More-
over, with a continuing high dependency ratio, social expenditure on
education, health and other social services would have to be maintained
at a high level.

6.54. The Council believes that the aim should be to achieve full
employment as soon as possible. Full employment does not mean the
provision of work for its own sake. The jobs created must be re-
garded as satisfactory by those who need them and the rewards
must be regarded as adequate. If the new employment is to be sustain-
able, the products and services produced must be competitive. If the
progress towards full employment is not to be hindered by external
constraints or internal conflicts, the balance of payments position must
be sustainable, and the fruits of the economic expansion must be
equitably distributed amongst individuals, social groups and the
different regions. The rate of progress towards full employment will
ultimately depend on the rate of growth in real incomes that the
community finds acceptable. The faster the rise in living standards
that is demanded, the longer it will take to attain full employment.
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Part 1I

6.5._5. 1_'he main results of Professor Walsh's projections are
marised in _Table 6.5.A. The range of figures shown for 1986 msalfnl]-
reflects variations in the assumptions made about emigration l(rle
exar_n;_)le, zero or 5,000 p.a. in 1986), female participation rates :zlr?dr
partncnpatlor_l rates for both males and females in the age group 1'5—19
years. I_n h}s assumptions relating to emigration, he took zero net
emlgrat_lon in all age-groups for his lower figure, and for the hi h:r
net emlgr:?tlon figure (of 5,000 p.a.) he projected forward the avegr’a
age/sex distribution that existed during 1966-71. 9

_6.5.6. Professor Walsh’s projections indicate that the total population
in 1986 could be between 18% and 27% higher than in 1971. The
growth could be very different for different age-groups—the nur;1bers
aged 15 to 44 years could grow very much more rapidly than the
number ag_ed 65 years and over. The projections indicate the possibility
of a doubling in the numbers of young married couples over the years
to 1986. The numbers in the age-group 0-14 years could grow signifi-
cantly as a proportion of the total population.

6.5.7. The projected growth in the numbers that could be available
for work depends not only on the numbers in the working age groups
(15-64 years), but also on the proportion of these that might seek
work. :As far as the latter is concerned, the participation rates vary
acc_ordl_ng to age-group, sex and marital status. It is assumed in the
pr_cnectlops that the participation rate for the age-group 15-19 years
will not rise above its level in 1971. It is also assumed in the projections
that the participation rates for males will remain at their 1971 levels, for
the age-group 25-64 years. As regards projections of what cc;uld
happen to the numbers of females in the non-family farm labour force
Professor Walsh prepared two projections. The first applied projected'
female labour participation rates to the projected labour force, and
suggeste_d the possibility of a decline in the proportion of wom'en in
non-family farm employment from 29:6% in 1971 to 27-6% in 1986.
The second allowed for the possibility of the female share remaining
constant at its 1971 level. This suggested a more rapid expansion of
female employment and a higher female participation rate.
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TABLE 6.6.A
A Summary of Projections

- 1986 (Projected)
1971
(Actual
in
Millions) |Projection| Annual Projection| Annual
in Average in Average
Millions |% Growth! Millions |% Growth

“Low" Estimates® | "High"” Estimates®

Total Population 2-98 3-51 1-1% 378 1-6%

tructure of population:

Ageos—ﬂfyears PoP 0-93 1-08 1-0% 1-28 21%
15-19 years 0-27 0-31 0-9% 0-31 1-1%
20-24 years 022 0-29 1-9% 0-32 2:6%
25-44 years 0-63 0-92 2:6% 0-94 2-8%
45-64 years 0-61 0-56 —0:6% 0-66 —0-5%
65 years and over 0-33 0-36 0-7% 0-36 0-6%

Numbers seeking work:

Males 0-83 0-97 11% 1-00 1-2%
Females 0-29 0-33 1-0% 0-35 1-3%
Total 112 1-30 11% 1-35 1:3%

Occupational distribution:

Family farm (both sexes) 0-23 014 —3-5% 015 —3-2%
No:e-:::;"y form (both 0-88 1-16 1-9% 1-20 2:1%
Total (both sexes) 112 1-30 11% 1-35 1-3%
Non-family farm employ-
ment?:
TO::;:‘)NOYNGM (borh 0-82 112 2:1% 1-16 2-4%
To}at:o::estf;:;mem 0-06 0-05 —2:5% 0-05 —2-2%

Total non-family farm labour
force 0-88 1-16 1-9% 1-20 2-1%

*The "high” and "low" estimates are the upper and lower bounds of the possible
range of change based on the assumptions used in the projections by Professor Walsh.

+Non-family farm employment relates to the level of employment (.and hence
unemployment) required to reach Full Employment on Professor Walsh's assump-
tions by 1986.

60

6.56.8. On the basis of his assumptions, Professor Walsh projected
an increase of 200,000 from-~1-1 million to 1-3 million in the number of
men and women seeking work over the period from 1971 to 1986—
an annual average increase of 13,000 to 15,000. Professor Walsh
estimated the possible loss in employment in family farming. He
projected a continued downward trend in the family farm labour force,
with the share of the total labour force declining from 21% in 1971 to
under 11% in 1986. As a result of the assumptions relating to emigration,
participation rates and the decline in numbers engaged in agriculture,
he projected that the numbers seeking employment outside agriculture
would grow by 300,000 from 0-9 million to 1-2 million. When allowance
is made for the reduction in unemployment from 7-3% in 1971 to 4%
in 1986, the number of additional new jobs required during 1971 to
1986 could be in the range 300,000 to 340,000. This would require an
annual average growth in total non-family farm employment of between
2-1% and 2-4% depending on the precise assumptions that are made.

APPENDIX 6.6

COMMENTS ON THE OECD REPORT ON MANPOWER
POLICY IN IRELAND

(NESC, No. 6, Prl. 4318, July 1975)

1. Introduction .

6.6.1. Since the publication of the NIEC Report on Manpower
Policy in 1964 there have been a number of major developments with
regard to that area of policy, culminating in the OECD report on man-
power policy in Ireland published in October 1974. In commenting on
the OECD Report the Council examines the concept and role of man-
power policy within the total framework of economic and social
policy, discusses a number of aspects of industrial training, suggests
some changes in the structure of existing institutions used to implement

manpower policy and finally focuses on some detailed aspects of the
OECD report.

11. The Role of Manpower Policy
6.6.2. Manpower policies can be seen as a collection of instruments
by which certain targets set by other policies can be reached, or can

61



be regarded as an integral element in the mix of policies peec:]ed tp
achieve economic and social development. Manpower policy in this
country has been seen mainly in the former context. It has reacted to
policies of job creation formulated elsewhere, and has.n’)o often been
used to deal with the consequences of employment pOlI(‘:IeS form}nlated
and implemented without either adequate manpovyer information or
sufficient examination of their manpower implications. Furthermorfa,
manpower policy has been viewed to date from a purely economic

point of view.

6.6.3. The Council does not believe that this con(fept of m.anpower
policy is adequate. Manpower policy mus.t be. re-d?flned to give egual
importance to both its social and economic dimensions and .ob;factl_ves.
This definition raises basic questions about the role of the institutions
through which it is implemented, and in p.artiCUIar the rol.e of the
Department of Labour. If manpower implications are to be given due
weight in general policy-making, then the Dt.apartme.nt (?f L_abour m‘ust
be fully involved in all aspects of policy-making which impinge on job

creation.

111. Industrial Training . N
6.6.4. Industrial, or more properly vocational training, has both an

economic and a human aspect. Its elements should include: o
—basic training for those entering the labour force or re-entering it
after a period away from work; . .
—on-going training to ensure that the skills of those in employment
keep pace with changing technology and the changing needs of
the economy; .
—retraining for those who for any reason find themselves unem-
ployed; and
—life-long education for the development of the pe.rson.
There are four particular aspects of training which merit comment.—

(a) Training for Agriculture .

6.65. In the Council's view the importance of agriculture to the
economic and social development of the country requires that adequate
training be provided for farmers and their families. and employees.
Serious efforts should also be made to improve the attitude of the farm-
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ing community towards training. Given the importance of “agri-
business”’, the Council beligves that the same encouragement should
be given to farmers involved in the management committees of co-
operatives to attend training courses as is given to people holding
similar positions in industrial companies. The importance of agricultural
training necessitates that serious consideration be given to the estab-
lishment of a national Agricultural Training Agency with responsibility
for advising on the development and implementation of training for all
aspects of agriculture, responsible to the Minister for Agriculture and
Fisheries, and directed by a board consisting of representatives of
farming organisations, farm employees, the IOAS, AnCO, the Agriculture
Institute, Universities, and the Department. Consideration should also
be given to developing incentives for these engaged in agriculture to
encourage them to undergo training.

(b) Skill Shortages

6.6.6. There is evidence of shortages of skilled workers in a number
of trades, and it is clear that if present trends continue over the next few
years, these shortages will become so acute as to threaten the economic
expansion which the country needs. The current shortage of skilled
labour is at least partly explained by lack of information concerning
the manpower requirements of new and expanding industry, and a lack
of training facilities to cope with such shortages when they do come
to light. Another of the problems associated with skill shortages is the
system and duration of apprenticeship training. The length of appren-
ticeship training is an associated problem. The Council is aware of the
fact that AnCO is studying the question of skill shortages, and that it
is also reviewing the apprenticeship system. However, serious skill
shortages will halt economic expansion, and the measures currently
being taken by AnCO may not be sufficient to solve the problem. Skill
shortages might also be eased if women were acceptable as eligible
for training in skills from which they are now effectively excluded.

(¢) Training for Women »

6.6.7. Relative to other European countries, female participation
rates in the labour force are low in this country. In the Council’s view
it does not make either economic or social sense to limit the crafts and
skills for which women can be trained. The Council fully endorses the
recommendation of the Commission on the Status of Women that the
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try of women to skilled occupations

existing restrictions on the en
which are exclusively male at present be removed. However, to discuss
training for women in these terms is to approach the problem on what

appears to be the traditional implicit assumption—namely, that
t from men in the economic and social roles which
they can play. The only approach that is ultimately acceptable is one
which accepts that in all matters women should have identical oppor-
tunities with those open to men and that any provisions for vocational
training should apply equally to both men and women. To move from
the present situation in which women are descriminated against
would require a period in which they receive especially favourable

treatment.

women are differen

(d) Training for Service Industries

6.6.8. The OECD Report on Manpower Policy states that 44-5% of
the work force is engaged in service industries, and that this proportion
is increasing by 1% per annum. However, training for service industries
was dealt with very briefly by the OECD examiners. This may have
reflected the difficulty in dealing with training for these jobs as a unit,
because of the wide variety of occupations involved. The Council
believes, however, that a review of training for non-professional
service occupations, and more particularly for the distributive industries,

should be undertaken by AnCO.

IV. Institutions for the Implementation of Manpower Policy
6.6.9. The NIEC suggested that manpower policy should have four
major components:

Employment forecasts

An efficient employment service

Retraining and resettlement

Location of industry
The Council believes a fifth should be added: close, continuing and

effective co-operation between all those concerned with the formula-
tion and implementation of manpower policy.
s that one of the major problems facing

the implementation of an effective manpower policy in lreland is the
number and diversity of the institutions and procedures involved. The
Council endorses the recommendation of the OECD Report that the
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6.6.10. The Council believe

Department of Labour play a more cent . )
economic and gocial\policy, and that it be :rle::;ltehg:u:g Z;‘::n ”latlor) of
ment qf a specialist planning unit, which would act as a cleae 'esmbllSh-
for all !nformat'ion, and which would be capable of taking a I':mg hquse
of policy-making in the area. At present the Nationgl MOVerVIew
Service 1S an integral part of the Department of Labour, while Exlpgwgr
a semi-independent agency with its own council. In the C e
view, these may not be the best arrangements for impl °”"q|| s
manpower policy. plementing

6.6.11. .There are two alternatives to the present structure. Th
NMS mlght be left with its present status and structure, and A Ce
brougr}t.mtq the realm of responsibility of the Departmen't of L tl: .
thus giving it the same standing as the NMS. Alternatively a N:t' OUF;
Manpower Qommission might be established, with a council l:f\a
would consist of representatives of Government DepartmentsW o
ployers and trade unions, and responsible to the Minister for Lz;bgm.'
AnCO' ar.Id the NMS would then become executive agencies of trl:'r'
commission. Such a suggestion would require a radical change in hls
present structure. However, it should be given serious cons?delrat:ore\

by all those concerned including th
eD
Public Service. 9 epartments of Labour and the

gisgnz}o l;ir?ally,t tsﬁ rflouncil believes that consideration should be
e establishment of machinery at regi
: . . gional level whereb
those agencies .closely involved in manpower and regional policy ¢ i
work more efficiently together. ven

V. Comments on the OECD Report
(a) The Report as a whole

:Se\t‘;l; 3, ou\i\l::laenlt is very u':;eful to have a group of international experts
raviow out ma powler Pohcy, the Council would question the validity
o conclusions of the report. The Council would not agree
0 mstange, with their comments on emigration trends, nor those

the effectlveness of current Irish development strategy' The Co OI":
;vrz;s;tdlszppointed to note that the OECD Examiners did r;ot exami::: (l::]
anac:g : ?r?]t;oftzr:::spects of manpower policy to which the Council
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(b) Conclusions of the Manpower and Social Affairs Committee

6.6.14. The OECD Committee makes a number of suggestions
concerning manpower policy in jreland, which the NESC endorses.

They suggest:

(i) that the Department of Labour should have a much greater

say in job creation policies, and the executive agencies
involved in the implementation of manpower policies need to
be strengthened and rationalised at national and regional level;

(i) that there should be much closer co-operation between
training and education;

(iii) that the AnCO levy/grant scheme should be reviewed and
possibly modified, and that the duration of apprenticeship is
too long for the level of skill aimed at;

(iv) that the most pressing need of manpower p
sufficient and properly processed information.

olicy-making is

V1. Conclusion

6.6.15. There are four main themes running through this document—

the importance of manpower policy in relation to social and economic
progress; the need for co-operation by all parties concerned; the need
for sufficient resources, in terms of money, people and structures; and
the vital necessity for information. The Council is not satisfied that
enough attention is paid to any of these factors. Manpower policy is
regarded almost as an afterthought relative to other policies. The
consultation process, where it does exist, is slow and cumbersome.

Such resources as areé devoted to the implementation of manpower

policy are not used in the most efficient way, because of the diversity of

structures and institutions used to that end. Finally, information
gathering techniques require reform and rationalisation.

APPENDIX 6.7

JOBS AND LIVING STANDARDS: PROJECTIONS AND
IMPLICATIONS

(NESC, No. 7, Prl. 4402, June 1975)

6.7.1. The report is presente
contains the views of the Counci
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d in two parts. Part 1 of the report
1. In Part 1, the report explores the

el

arithmetic of providing the additi i

. onal jobs for those w
sze;)ltjl:\?hzmployment pgtween now and 1986, on various :Zsz?r:ﬂg e
a growth in living standards, given the populatio mptions
for the period 1971 to 1986. n projections

part 1

6.7.2. In examining the implicati

star?da.rds, the Council empha‘s)isedt “t)t?:t ftﬁ; ?:)zlzyger? tt A
achlev"ng full employment. Professor Walsh estimatedo'  pln for
Cour;)cll report that there could be an increase of some 2(;8 Oa(?o ?amef
:;g‘e e:f oafc(r:r:;n tafid women seeking work over the periold 19I7n1 t':::
famil;l-farm lab?) |sftaken of the continued downward trend in the
famiy. ur force, the numbers seeking employment outsid

griculture could grow by about 300,000. In addition new j il be
required for those who become redundant. W lobs will be

6.7.3. idi
s r::ismghﬁv;?rr‘obl;m Zf prowdlng the new jobs that will be needed and
of rort QOOng aqd ards are inextricably interlinked. The output of
well.being, Howover, f human wel-bang is 6 be. mroved: back
ver, -being is to be im i
g:a:z:hmlés:tbit; Sat:fledl anfi this'can be achieved only ‘i)r;l)v::énzanf;z
grow ﬁ;e e lG‘a emocratic _somety, i't is not mere basic needs but
e rears t;')‘er :vant I;hat will determine its economic objectives. In
recen goodsl ther s::,? e no doubt that what people want is more and
better goods and exceccis.b Pfogrgss towarfis satisfying these aspirations
cannot pt by an increase in the volume of goods and
per head of population—that is, by economic growth "

Part 11

6.7.4.

twe:n I:;algn:jl ::‘ dthe report explores the gap in living standards be-

twoen treland on Uo'ther s'elected Egrqpean countries. Comparisions

"o mado with hnlted Klquom (distinguishing between Britain and

belorm. Cox vl;/ ere possible) and a number of small EEC countries

g Ithe rzm ourg, Denmark and the Netherlands). In examining

Gisincton T made. between the. diffarencen . mreductuity. vl
erences in productivi

gzut;:)ur: zer person at work), and the number of Zep::ct;:rlmtt); :gvil:

: pporte by those at work. In both cases lreland is

er neighbours. worse off then
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6.7.5. It appears that in 1971 output per head of population (i.e.,
the approximate measure of average living standards) in Northern
Ireland was about 15% above that in the Republic. British levels were
about 60% higher than those in ireland, and the corresponding cal-
culations for the ~Benedelux’’! group show average living standards
70 to 100% above those in lreland. Only a small proportion of the
differences in output per head of population between the Republic
and those in either Northern lreland or Britain is accounted for by
differences in output per person engaged in work (i.e. productivity)
in individual sectors of economic activity. Indeed, by 1971 broad
sectors of lrish industry were as efficient by this latter measure as their
British counterparts. The gap between trish and British levels of
productivity would be about halved if labour continued to move from
agriculture to industry and if the employment of those in the working
age groups approached the UK proportion. But if Irish output per head
of population were to be brought up to European levels, then not only
would employment have to be expanded and concentrated to a greater
extent in the higher productivity sectors, but there would also have to
be generalised and substantial increases in productivity.

6.7.6. lreland’s ability to close the gap in living standards will depend
on the rate of growth of Irish output and population relative to those
in the other countries. The more rapid prospective growth of population
in lreland than elsewhere means that output will have to grow that
much faster here if output per head is to catch up with levels elsewhere.
Faster population growth could encourage faster growth of output and
productivity. More disturbing is the structure of Professor Walsh's
projections which, despite their assumed reductions in unemployment,
foresee slower growth in employment than in population. This implies
that the lrish dependency rate, already very high, is likely to increase.
If any gap (measured in terms of output per head of population) is to
be completely closed, then lrish productivity would have to be higher

than productivity elsewhere.

single (and reasonably

6.7.7. If the fifteen year period to 1986 and a
reland, are taken, the

realistic) growth rate for countries other than |

1 Benedelux’”’ comprises Belgium. Luxembourg, the Netherlands and Denmark.
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irish growth rates required to ¢ .

population (i.e. living standards)blis: izhihgagnlgeo;;—)-;t per head of
?II of thes'e growth rates imply lrish levels of output per 1%. However,
in wor'k (i.e. pr'oductivity) by 1986 in excess of those ::1 erson engaged
countries. If Irish productivity does not exceed that el neighbouring
the gap in output per head of population will not be clo;‘:c‘iN nete. then

6.7.8. Si ;

continuingn?:rgt:e rgop:ltl'atlon and employment projections imply a
unlikely that lrishp p;) lon of dependants in Ireland, and since it is
the gap in livin lt)roductlw'ty coyld be raised above European levels
cotare. This raige: Zl?ﬁ.ards is unh'kely to be closed in the foreseeablé
within Ireland. For ex; n:([:)lltt i?;l:::;o:; rzolr' t!:e distribution of income
of out . . imits set to the rate of
inﬂowg“ftor(fic:v:ztrzch, by the growth of domestic savings andgcr:;tte:]l
i sist on the same lf‘ - purposes), then if the lrish community were to
Sloyment opport living standards as those enjoyed elsewhere, em-
B edads and th:mtles;( wpuld suffer—the strong may achieve 'these
t omigrate. This ‘\’Ivvealdwnl not be able to find work or will be forced
the higher comns cl)u lhappen because sustainable employment at
could not be GChieveedv? :r ;\l/r;iarf:;euncr)«fa t:igher productivity, which

; . e constraint on
;\;;)la:)tl:a:oirsmt\;]estrr:?ent.' If Ireland were to grow at an annut;er:en(cj;
i employlm ! :t istoric rate of pr'oductivity growth plus the more
‘s would. allo |gfowth assurpgd in Professor Walsh's projections)
(assuming 3% V‘:o;:‘: ‘:]'OdUCt'VItY to reach British levels by 1986
some way behigd th there) but would leave lrish living standards
were to demand livi ose in Britain. However, if those in employment
e have oo b v'mg standard's at European levels, their productivity
o be higher and (given the constraints on output assumed

in this example) em .
i ployment would ikeli )
lower in 1986 than it is now. in all likelihood be considerably

6.7.9. i i

o7 (olr: 2?z;e2¢:rfo:,rvnalnc? is a ‘gmfie to the future, then full employ-

obaining in that or a'sh s projections) by 1986, at living standards

ot Bt it year in the small EEC countries, is an unattainable

obiec) thén o r:e pfasi: performance _cannot be improved upon in the

standérd : r full employment is achieved while the gap in livin
s remains (or grows), or the gap in material standards ig
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mployment but total employment falls below
bjective of the Irish community must therefore
be to improve on past performance. This improvement will not occur
Spontaneously. It will be achieved only if there is a wholehearted
commitment to improving living standards, if this is accompanied by a
full acceptance of the necessary policies, and if these policies are
shaped by the right kind of economic and social planning. Professor
Walsh's projections, and the study in Part Il of the report attempt to
quantify the growth in population, the increase in the numbers seeking
employment, the size of the gap in living standards, and the growth
rates in national output, employment and productivity that could be
required if full employment is to be achieved and the gap narrowed.
These are necessary “pre-policy”’ exercises. And more such exercises
are required. The limited resources made available to the Council in
1975 mean that it will be able to do relatively little work this year in
these “pre-policy’” areas. These “pre-policy” exercises are urgent and
they should already have been undertaken and published by the

relevant Government Departments.

narrowed for those in e
present levels. The major 0

APPENDIX 6.8
AN APPROACH TO SOCIAL POLICY

(NESC, No. 8, Prl. 4438, June 1975)

n two parts. Part | contains the

6.8.1. The Report is presented i
fessor Donnison’s paper on social

Council’s report. Part || contains Pro
policy.

Part |

6.8.2. In past discussion in ireland, the impression may sometimes

have been given that economic and social policies could often be in
conflict with each other. Consequently, economic policies tended to
be distinguished from social policies. It may, however, be more realistic
to think of Government policies as having economic, social or regional
implications rather than to attempt to identify policies as being sepcific-

ally economic, social or regional.

6.8.3. The Council agrees with P
policies have social implications “to th
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rofessor Donnison’s view that
e extent that they influence the

distribution of resources and opportunities betw
i o een diffe

g;dé’:i‘z?:;':sn ffhl;eople\ - In Ireland, virtually all policie:f i:;;ter?\::\ltjs(sj
o) st therefore be \ée social lm;?hcatuons in this sense. The Council
corsequences of ”once.rr.led with the distributional (i.e. the social)
specifically Iabellefi szzzla?esTlh:ngo"m .:“erely wi.th those which are
should not be limited to the distributil:)rr‘nc:)f ra'::s)?‘ebgheves that attention
wealth. y incomes and material

6.8.4. There are no obijecti iteri
jective criteria by which an i
- . - . Cha
Elaatter: :)f dls'tnbutlon can be judged “good’’ or “bad’’ thus r::?)ensm .
tha:l th(; r:;asuly be reached. However, what is of basic im,portar(:l i
thar ¢ hevant issues are raised and debated. The Council beli or
tha dirslzdiaange is desirable which brings nearer a situation in v:r(:ilelf
the respectr;tsgtig are brought nearer to the level that assures thecm
- e respect of others, in which all
self-re : ; al are assured of e
o int\c')v I<1eid:11catlon, me.d.ucal care, satisfactory housing and satisf\c/lil:la|
near,w v p;:ss;;;;szr(t‘um't.uesd for improving their living standards are ag
nearly ualised, and in i igni
individuals is respected. which the human dignity of al

6.8.5. iti il wi

58 2onc|::)ttlao|;y trl;etCouncul .wull try to help the public to recognise that
the cons WhiChg " aa"er :}qual.lty means many different things in practice,
ol vhieh © tsh or duffe.rent policies which can often conflict'
ptn each of th;; rl:( t| e Council cannot do this job unless estimates and
e o ikely effects of proposed changes in policies, pro-

. ; procedures are made, and in the m i o

publicly discussed. ore Important cases.

6.8.6. The

and distri't;utiGove;nmem should also publish estimates of the amount

tty to ensure that. th"‘z'co;;s of change. The Council's task will be to
. e distribution, an

benefits are considered. d ot only the totals, of costs and

6.8.7. iffi

e sI‘t)crir;'ay rti)e .;/.ery difficult to quduce comprehensive and con-

s s0cta priorities. Because policies deal with questions of dis-

Hioamon & equut\./, they call repeatedly for choices between con-
g interests which only the Oireachtas has the authority to make.

7
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formulate the issues at stake, and

The Council can, however,‘ help to
| and better-informed debate

promote more widespread, more rationa
about them.

6.8.8. Inits comments, the Council was concerned with the concept
of social policy that should guide its thinking and its future work.
Narrow definitions of social policy that limit it to social services must be
rejected. In its work, the Council will be concerned with the social
(i.e., the distributional) effects and implications of all major policies.

Part 11: Summary of Professor Donnison’s Paper

6.8.9. In Professor Donnison’'s view:
“the social policies of Government are those of their actions

which deliberately or accidentally affect the distribution of
resources, status, opportunities, and life chances among social
groups and categories within the country, and thus help to
shape the general character and equity of its social relations.
Social policies are thus concerned with fairness. They can be
roughly distinguished from policies primarily concerned with the
economy, social control, public utilities, medical care, agriculture
and other functions™.

Professor Donnison points out that it is too readily assu

services will have equalising results: this assumption s

made unless there is evidence to support it.

6.8.10. In relation to the cost of social policies,
makes the following points:

(a) “We should beware of the
economic rectitude deman
provisions such as family allo
are regarded as social, while the total value of tax r

private pension schemes a

of the fiscal system™.

(b) “We should not assume that in tim
cannot ‘afford’ equalising social policies”.

(c) “We should not assume that equalising policies must neces-

sarily be expensive’.
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med that social
hould not be

Professor Donnison

assumption that at times of crisis
ds reductions in the real value of
wances and pensions which
eliefs on

nd medical expenses continues to
rise, because they are regarded merely as an incidental aspect

es of inflation the nation

6.8.11. Professor Donnison beli '
elieves that social i
. . . . p0||c
concg;led with the distribution of the following within the zonn::ft .be
command ayer resources—of which income and wealtllj1mty.
usually the best, but never the only, indicators; o

(b) sc;cr:tl.al Ttatus—-the way in which people are treated by other.
particularly by those upon whom they are dependent f .
resources for living; or the

(c) :Ic:ecpo;/\{zr that people have to control their environment and

ontribute to the de iety i i
Y velopment of the society in which they
(d) Lhe security of all these and the extent to which potentiall
armful changes can be predicted, avoided or made good Y

6.8.12. i i
68 1unifol:'::::$ss;r Donmlson points out that no one seriously advocates
. complete inter-personal equality. Th i
i . ter. . The equali
.wn'llvﬁ: CIL t:;;}/ebe ratlodnal to aspire is not uniformity but a stateq of atf‘;aitrcs)
rences due to taste, talent i
oy i, or luck are as nearly as possible

6.8.13. In Professor Donnison’s vi
nison i i i
Sy are: s view, the five main causes of in-
(a) thﬁ life-time c.ycle of income: families tend to be least well off
xh:n fthe. chul(?ren are young and during old age (periods
n amlly. unit has a relatively high proportion of dependants
or non-earning members). The social services, taken together.

have been devised mai i
g inly to help people in the trough of this

(b) social stratification in urban industrial societies: the devel

2:::; of an lt:rl(;an industrial society has created ;lew an(;/ mcc)::t;
y marked patterns of social class. iti

people to higher classes and sheddingsstheB?;as;e(;Egl?g |§5~:::
::ilaisés:es, social mobility for the individual strengthens the
gidity of the class system as a whole. Position in the class

§tructure will significantly determine access to educati
jobs and houses, and credit ratings. Access to these can ot:;
'r:garded as a new form of property, and one which may be of
dec;irﬁ \(;alflj_e to many people than property as conventionally
ed. These new forms of property may now be allocated
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to a greater or lesser extent by the State, but this is no guarantee
than they will be more equally distributed than material

wealth;

(c) urban-rural and interregional inequalities: economic develop-
ment is never evenly distributed throughout a country. This
may mean that the more prosperous regions are the ones
which attract young people, new industries—and therefore
new sources of employment—and better services;

(d) intra-urban inequalities: other inequalities are to be found on
a smaller intra-urban scale afflicting particular areas within large
cities. These areas have high unemployment rates, inferior
services such as housing and education, and poor job oppor-
tunities. While many of these areas are within the “inner-city”
these problems also occur in new housing developments in
the surburbs. It should not be assumed, however, that all of
the poorest people will be found in these areas, nor that
bringing social segregation to an end by moving the poor out
or others in, will necessarily make things better, or that
deprived urban areas are necessarily worse off than deprived

rural areas;

(e) discrimination: in Professor Donnison’s view, there can be
systematic discrimination against categories of people—on
the basis of, for example, job opportunities, pay. conditions
and status—people similar to their fellow citizens in every
respect save their race, religion, sex or some other charac-
teristic. At the core of such problems lies the fact that in the
course of generations in which its opportunities have been
restricted, the group discriminated against may have become
less well-equipped to compete in urban industrial society.

6.8.14. Professor Donnison believes that searching for equality
poses many problems and causes conflicts. Policies designed to solve
one may conflict with those appropriate to another. An understanding
of such dilemmas, however, need not inhibit action. it may show which
inequalities are most severe, and suggest ways of resolving them which
will not exacerbate other inequalities.
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6.8.15. Having examined social policies i
policiesin ire i
concludes that: tan. Professor Donnison
(a) More apd better information is needed about the degrees of
inequality and the redistributive effects of any poli o
proposed to reduce them; policles
(b) :nore alpd bet;er informed public discussion is required about

nequality and the steps necessary to m

ualt ove t

egalitarian society; owards 2 more
(c) there should be consultation with those who will use the

social services provided, so that i
: , these will be mould
their needs and used effectively. od to

APPENDIX 6.9
REPORT ON INFLATION

(NESC, No. 9, Prl. 4576, June 1975)
1 Introduction

6.9.1.. The principal objectives of policy in the medium term are t

prgvude increased employment at increasing real living standard0
it is clfaar that something has gone amiss in the progress towards thess.
objectives over the last few years. Prices have been rising faster he .
Fhan overseas, the competitiveness of lrish products has been erodeile
|nv?stment has not grown sufficiently, and unemployment remains '
serious and growing economic and social problem. In Ireland inﬂatio:
has accelerated at a time when other countries have alread'y gone a
long way towards reducing their inflation rates. ireland is therefore
approach!ng -1976 with poorer prospects of being able to benefit from
the upswing in world economic activity that is expected next year.

6.9.2. Tt?e immediate concern must be inflation. The most serious
effects of inflation under present circumstances are the threat to output
and emplqy!r\?nt through loss of competitiveness in export markets
the cash crisis in industry, social hardship and general loss of conﬁdencei

i1 The Inflation Trap

6.9.;3: if inflation continues to accelerate and if the competitive
position continues to deteriorate, then there will be a reduction in the
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demand for Irish goods and more increases in unemployment in {reland.
If the Government, in the interests of preserving employment, were to
increase the level of total demand in order to raise the demand for
lrish goods, the balance of payments position would deteriorate
further. A steadily increasing deficit in the lrish balance of payments
would eventually lead to a loss of confidence in Ireland’s ability to
repay the money it has been borrowing overseas.

6.9.4. These developments could force the lrish Government into
one or other or both of two policies—first, deflation; second, devalua-
tion. Deflation means cutting demand and therefore expenditure by
cutting government expenditure or raising taxes. The inevitable result
would be more unemployment. Devaluation would merely recognise
the fact that real incomes were higher than could be sustained by
domestic output. A devaluation would succeed only if average real
incomes were reduced. Any beneficial effects that might follow devalua-
tion would not occur immediately. Furthermore, if devaluation were the
only measure used to combat the combination of inflation, balance of
payments deficit and unemployment the economy would get into a
"vicious circle’ of accelerating inflation and a depreciating exchange
rate, both being continuously aggravated by erosion of confidence in
the country’s ability to solve its problems and in its currency. Sooner or
later severe deflation would become the only way out. This would
imply a prolonged period of greatly increased unemployment, perhaps
even major social or political crises.

6.9.5. The easiest course is to convince ourselves that what has been
happening is inevitable. The hardest course is to face the logic of a
continuation of past trends and to take steps that will re-establish the
conditions in which significant progress can again be achieved towards
increasing employment and raising living standards. The most important
single step is to slow down the rate of inflation.

6.9.6. There has been controversy about the relative importance of
the various causes of inflation in this country. There is general agree-
ment that in recent years a significant part of lrish inflation has been
“imported”—that is, caused by price increases that have occurred
outside this country. This imported inflation was particularly important
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between 1972 and early 1974, but is relati

y 1974, atively much less i .
1975. Some part of lrish inflation has been the result :)Tp: ftant n
causes. The strength of these has varied from one year to anotgmeStlc
they have become relatively more important in 1975 or. but

6.9.7.- ..Slnce the general price level in Ireland has risen fast i

'Brltal.n, it vx.lou|d be difficult to sustain any argument th % o
inflation by itself is a sufficient explanation of what has ha e oo
To argue .that, given the relationship between the |rishppenecl here.
sterling, Irish prices must necessarily rise at the same rate apo'um:l .ar{d
yvould mean accepting that Government, trade unions andS m B|fltaln
in lreland are powerless to affect the behaviour of any ricgmp i
c::l::;y. T:IS argiument cannot be sustained. The Goverr)nmesntmtr:::ll:
u and employers can, an i in I

and believe that they have the SO\(:Ivoe’r :? z(;ftegt"f:esmand pay in lreland,

6.9.8..f. 'I(’jhe reactions by Gpvernment, trade unions and employers have
:nagm ie .the effects. of imported inflation on the Irish price level
:crease§ |r3 money incomes have been sought to compensate fo;
F ese price increases. The consequence of the compensating increase
in money |nc.om.es is a price rise, leading to further income and price
;r:)(ijrecasesf. .Tzls.mcomes/pnce spiral has been an important domestic
rce of inflation. In recent years the spi i i
piral has received institution
. al
SL;Z::: from the Nathnal Pay Agreements. The pay increases can be
zxmmmor; ol:1 hlgt;.t:.er prllzces by firms whose activities are sheltered from
petition. Exporters or firms subject t iti
0 competition f
abroad may not be able to raise their pri g cud
. eir prices, so that profits are r
(or in the case of farmers, net incomes are lowered) euced

6.9.9. The National Agreements have had important implications f
public expenditure. Anomaly settlements for public servants, negoti t:(;
Zr;der the Nationa! Agreements, have further increased pub|i’c sr?en(l:laing
o rvavizg asi (t:?ael Natllonal Agreements, there has been continuing pressuré
o welfare payments (such as old-age pensions, children’s
wances and.unemp|oyment benefit and assistance) in line with
pay increases, if not faster. This increased expenditure has be
neet.:lfad merely to maintain the level of public spending in real terms e|:
addition, there have been pressures to improve existing services (Sl;Ch
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as education and health) and to introduce new policies. Moreover,
there have been substantial increases in the cost of servicing Govern-
ment borowing undertaken to finance spending in previous and
current years. The net result has been that public expenditure has
risen faster than the value of national output.

6.9.10. Despite the rise in prices and in money incomes, the revenue
from direct and indirect taxes (at the existing rates) has not risen fast
enough to match the growth in public spending. In their attempt to
bridge the growing gap between revenue and expenditure by increases
in tax rates, Governments have faced real constraints. If tax rates are
raised, further increases in money incomes may be demanded to
escape the cut in real incomes, thus adding to the inflationary pressures
and (when facilitated by monetary and credit policies) sparking off a
spiral of tax rise, money income rise, price and tax rise again.

6.9.11. The net result has been that public expenditure has risen
much faster than tax revenues. As a consequence, the net borrowing
requirement of the Government has risen dramatically. These require-
ments have been met from a net expansion of bank credit and from
State and State-guaranteed external borrowing. The increased level of
national spending that results creates an environment that is favourable

to inflation.

i1l. The Immediate Requirements

6.9.12. Revaluation of the currency could be a very powerful once-
for-all means of moderating the effect on the economy of price increases
emanating from abroad. However, revaluation could not be con-
templated in present circumstances. The immediate aim must be to
avoid devaluation and to create the conditions in which the Irish
pound could be revalued if strong inflationary trends continue outside
Ireland (notably in the United Kingdom). The only way to do this is to
bring the rate of inflation in Ireland down below that obtaining in the
United Kingdom. This would restore the competitive advantage of
Irish goods, making revaluation (and therefore better insulation of the
economy against external inflationary pressures) a feasible step.

IV. Policy Options for 1975
6.9.13. Given the terms of the 1975 National Agreement, existing
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policies and likely develop
for 1975 are as follows:—

(i) A fall in hational output 1% t i
) unemployment of 20,080 té 30,08023{:1)ri:; ct’h: yf;:ar:her fise in
(ii) A rise in the consumer price index of 25% or mo .
(iii) A public sector borrowin "
expected at the time of the
to finance.

(iv) The current external deficit conside
in 19742

(v) Inequality and inequity in the distri
rewards.

ments in the world economy, the prospects

g requirement much larger th
. an
budget and which may be difficult

rably lower in 1975 than

bution of job-security and

g;g;lﬂ.s ||‘f Ithe growth in money incomes in 1975 cannot be reduced
there s ilrt1t :9(;'6 ng prospect of any improvement in the economic;
- Competitiveness will probably have deteri
5. Comp eteriorat
:Eoz):ent that VYI" mhuPut t.he growth in industrial exports as the v?/c(’)r::
sco t.my starts lmprQVIng in 1976. It would be very difficult to avoid a
ationary budget in 1976, and it is likely that there would be a

further reduction in output and a further rise in unemployment

§.9.1 5. Corrective action is ur
limited. If the rate of growth in m
deflation is inescapable and de
the rate of growth in money in
can be largely avoidable and
restored as world trade starts e
during 1976.

gently required, but the options are
oney Incomes cannot be reduced, then
valuation may become unavoidable. If
comes can be reduced, then deflation
growth in output and employment
xpanding (as is generally expected)

6.9.1. 6. If the detailed terms of the 1975
{while safe-guarding its s
could be taken:—

S / Agreement can be modified
pint and objectives), the following steps
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June 1975

(i) meas

(ii) no pa

(iii) indexati

(iv) progressive inc

(v) increase of £6
construction;

(vi) 10% surcharge in personal income
higher bands;

(vii) import licences for textiles,
(viib) adoption of the NPC’s recommen
(ix) divident limitation;
(x) professional feestor

provisions;

End 1975
(xi) increase persona
as in 1975 budget;
(xii) reduction of 2 percentage points in pay increases due in
first quarter of 1976, based on the rise in the CPI between
August and November 1975;

(xiii) 10% surcharge on income tax liabilities in

6.9.17. |f the steps wer
situation could be achiev

ures to cut prices by 43%;

yments under Phase |I of t

on of pay to prices thereafter;
on larger more expensive cars;
ure on

he 1975 National Agreement;

rease in road tax
0 million p.a. in public capital expendit

tax liabilities in 35% and

clothing and footwear;
dations on depreciation;

ise in line with revised National Agreement

| and children’s allowances for income tax

the 26% band.

e taken the following changes in the economic

ed by the middle of 1976:—

—7%
(income of £3,000 p.a.) No change
(income less than

consumer prices
real post-tax income

£3,000 p.a.) Increased
(income over £3,000p.a.) Reduced
unemployment —25,000
GNP +21%
foreign balance —£25 million
Littie change

public sector deficit

If the measures proposed are applied
from the upturn in w
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now, the economy will

6.9.18.
orld economic activity

be in a position to benefit

that is expected in 1976 and 1977. The ext

4 . en i i
:-(;?an:dmir\ :vs;l;ﬁac':'ualjx benefit V\{i" also depend Lr:owvr\::tlc:athe '"s.h
e oo e.t.t.ext year, thg aims must be to maintain the i;::ens .
o towaprdl |vec;\es§ achieved in 1975 and to make si ngf(ove-
O i 1 es re xl{cnng the ratg of increase in public expgenldl‘cant
A oovens g ! c:)ub ic sector deficit. if these aims are achieved o
B indoud ?;, ; so\:\v ‘|l|tl1§ms forfas?er g.rowth would have been re-esta’b:’hen
o R " ill be hapPenmg in 1976) and revaluation o

p which should seriously be considered would then

6.9.19. The time to infl
uence events is bef
joym ore they ha
iF:\fI:ti::tisart‘g g:tf::ttacr’e to grow through 1976 :nd :)g;; l;nzmi;
i pt down to a rate that '

eval . would mak :
:J:re:?jtil:az ::\f;g; Irish pound, then the policies and actians)otsr?altt)le i
In particular, th 5 must be agreed during the second half of this :""
ot and tr'd ere.should be detailed consultations between G yoar
bring the d::“: unions and employers in the early autumn of 1;\7/gm-
monetary poli opment of income, employment, output, and fiscal q
lans mustpct; ;cnes dmto a consistent framework for 1976. In add.t?“d

; made now to reduce signifi . ition,
public expenditure in 1976 and later yegarsf ‘cantly the rate of growth in

APPENDIX 6.10
CAUSES AND EFFECTS OF INFLATION IN IRELAND
(NESC, No, 10, Prl. 4345, October 1975)

6.10.1. The Council issi
commissioned Profess:
! or E. V. Morgan t -
take rs:ludy.of the causes and effects of inflation in Irelan?i be0 g
prehensive study was available in this field ,Docatsene

6.10.2. Professor M

. organ examines th i

been ’ e main hypotheses tha

relatioFr)::h ifosrwba;tc‘i'v by economists to explain inflation. He examintesh ?r\::

hove el epd . een tpem .and discusses the degree to which the
ped to explain inflation in other courtries. He then tests eac:
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it seems to ex

a in order to determine the extent to which
occurred here.

hypothesis against Irish dat
plain the inflation which has
or Morgan found that inflationary pressures were
strongest during 1956-58, 1962, 1964-65 and 1968-73 and devoted
special attention to these years. Having tested the various theories in

an Irish context, he concludes that:
(a) the balance of probabilities favours excess demand as the

main cause of inflation in this country;
(b) the main cause of excess demand, when it existed, was the
rise in public spending and the way in which it was financed;

(c) monetary policy generally played a permissive role;
(d) trade unions went along with market forces and the evidence
did not suggest that they were independent engines of

inflation;

(e) a small country operating
strong external influences;

(f) domestic policies were generating price increases at a rate
rather faster than those in neighbouring countries;

(g) if domestic policies had been less inflationary, however,
there is no doubt that evidence of imported inflation would

have been stronger.

6.10.3. Profess

a fixed exchange rate is subject to

6.10.4. Ireland has been largely sheltered from the external con-
ts own inflation by the inflation of others, but no such
ble from the domestic consequences, and these are very
serious. The real evils of inflation are its arbitrary effecton the distribution
of income; the difficulties that it creates for business finance; the
discouragement of saving; and the incentive to those who do save to
put their money to socially less desirable uses. All these effects increase
in severity more than in proportion to the rate of inflation; if prices
continue to rise at the pace of 1972/74 it is no exaggeration to say
that they would within a few years become SO serious as to threaten

the very fabric of a democratic economic system.

sequences of i
shelter is possi

6.10.5. The damage done by these side effects of inflation could be
greatly reduced by linking the amount of money payments due both
between government and the private sectof and under private contracts
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t_o a price index number. “Indexation’’
10 8 P e ion’” would not onl i i
anti-inﬂatiomtrl‘:)n l;::t yvould also greatly reduce theyrir;:'t(l?a:tt easm’ -
indexation canno‘t) :JLZS irmc;:ji'cc)’n Q%T':efate o asion He;fvsgs;le
s o | i . e nature of the t .
by Eniont':,iu?;zgm:s-' Those. who believe thaltm;rr:}legﬁ e
e o oo y; .eheve, quite logically, that the reme:ionl' .
n Ploks and ¥ pmbabi;')_o |c.|es. Professor Morgan’s report argu ) that
the balafics of probab ity is he:awly against this hypothesii, o th'at
mand o oyt explains inflation by a combination of o
ions. The only logical conclusion from tlc:is?: :ﬁi

any policies likely t
o succeed must in imi
" volve i
demand and the modification of expectations efimination of excess

6.10.6. Whate i ici
S o it cc)u'dviro td(ca))r(nestlc pohqes .the Irish government were
B wouid not © pect to malptaln an inflation rate much | -
thof hat o1 other eXChpean countr!es, and especially the UK SOC')WGY
o o Hamy o exe '::gedrate with sterling. If the lrish pOl'Jnd v:): .
oo o float, and | thean were more successful in fighting inflati fe
han other cou Thi; pound would tend to appreciate a it
other out eﬁect.s e would not. be harmful and would have o
e addmona; but ;he breaking of the link with sterlin vjon;e
mpose addittonal oc tWand cree?te additional uncertainties 121 tOU ‘
dhoing this unless the lrislc: i(r::f)ll:l:‘ig:3 5;-3;'}6"? f)eems ot of 1 cas;ar;z;
there is evid i A
thore is suc«;n:e t.hatt?further fallis being impeded by ex:ecr)rf1 t:18 ——
situation should arise, however, it would EGP:’ZS?W;&
, sirable

that the technical
problem i i
explored. s of a floating lrish pound should be thoroughly

6.10.7. If an
A exc )
accepted, it followse ts;act’zr:::: /e)ép-emam"s explanation of inflation is
to play a major r and incomes policies cannot be
0 protect ""'9 pz:fl.ics ome degree of supervision over prices is :);Z?Ctlfd
and semi-state bodi interest in areas, including the activities f"a o
ness of incomes :es that are sheltered from competition The0 s;ate
They cannot inffo icies and "social contracts’” is much more d useful-
effect they may uen;e the natural rate of unemployment azlcjibtfu"
achieve through . , any
better done by i . gh expectations co
! uld pro
y indexation. It can be argued that continueg e:;g'i‘r,nel::
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i icies is worth e o
with SUCht tpc')o :;g right, even if the chance of this is regarded as remot
turned ou )

. n
Such policies .ca on
monetary and fiscal policies,

continue to be regar

while in case the cost-push hypothesis {
do no harm if pursued along with apprqpriate
but they are likely to do grave harm if they

ded as substitutes for such policies.

commends that Professor Morgan’s repor|tI
does not mean that the Couqc:l accepts a
lyses and conclusions—indeed, some
ment with parts of the report.

il re
6.10.8. The Council T¢
should be published. T’hls
of Professor Morgan's anan
members are in fundamental disagree

s discussed on 18 April at a one-day semlrr\tar
S.
i i earch workers and other expe
academic economists, researt : : orts.
g b?l agreed to prepare a reporton inflation follow:pg t(t;e se?S nar
The’ Coun:ting on 5 June 1975 the Council completed its N:.sciL;ter iy
e mi)rt o?m inflation. That report was subm:ttgd to thte.t s'rr:omd o
Finance on 11 June 1975 with a recommendation that i
Finance

published as Report No. 9.

6.10.9. The report wa

APPENDIX 6.11

T
INCOME DISTRIBUTION: A PRELIMINARY REPOR

(NESC, No. 11, Pri. 4575, October 1975)

| is concemed with the distribution of income

i nd the extent to which t.his
bgtvgeen. inqulthaar:s e?ingyhggiee?:::ntapolicies. After the f:ompl.etlon
e enort N ; th:] Social Policy Committee undertook to lnvestlgaft.e,
9f Rep?“ NO% ttlmis concern, the effect which payment§ tc?, ar.ud benefits
in tgzr?g:td(;n kind from, the State have on income distribution.
inc

6.11.1. The Counci

itial distributi ional income is determined by
6112, et imtl?;c(:l;tcr)l: lt’tt:: Ze?vficr:aztlrg::ered by different individuals
BV Va::e ?n the production of the national output, anc! on _;:.e
ar"d 'hou'sehofsskills talents and wealth within the.commynlty. This
('jl'stt'”:):::t):':bztion of'income may not be the distribution which society
initia
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wants. Government intervention in the economy changes the pattern
of income distribution as determined by market forces, and this inter-
vention is used to achieve a more equitable and fairer distribution. If
the policy goals on income distribution are to be clearly defined and
if the policies to achieve these goals are to be quantified a compre-
sive picture of the distribution of income is necessary.

6.11.3. The need for information on income distribution has long been
recognised. Nevertheless, only very limited statistical information on
income distribution is yet available. What is available is restricted in
scope and diverse in definition. The range of data is confined to two
Household Budget Inquiries, a discontinued series on earnings from
the Census of Industrial Production, farm income surveys since 1955
and some unpublished distributions of taxable income prepared by the
Revenue Commissioners. In none of these sources is the population as
a whole surveyed. What information is available on income distribution
was produced as a by-product of work done for other reasons.

6.11.4. However, even if all relevant data were available, problems of
interpretation would remain. The data will show that incomes are
distributed unequally. But it is important to identify how much of the
inequality shown by the statistics constitutes inequality which requires
policy action to reduce it. Before policy action is taken to reduce the
degree of inequality (as shown by any measure of it), an attempt has
to be made to distinguish that part of the inequality which is acceptable
in the sense that it may be self-correcting, from the part which requires
policy action.

6.11.5. Without adequate data, it is not possible to measure the
degree of inequality in the distribution of income as it accrues in the
form of wages and salaries, rents, interest and profits, or to quantify
the extent to which any initial distribution of income is altered by the
tax system and the pattern of Government expenditure.

6.11.6. The extent of inequality in income distribution can be measured
in a number of ways, but basically they fall into two main categories.
First, there are the partial measures of inequality which show the
income share of different groups of income-recipients. For example, a

85



t show the percentage share of aggr?gate
“top five per cent’”’ of income-recipients.

partial measurement migh

i eived by the . . ; he
g\comt‘aj rtt:\cere are the total measures of inequality which relate to t
econd,

i lative
hole distribution of income. These are concerned with the re
w
inequality of income.

.y as
6.11.7. These measures cannot be applied in Ireland bet;l;::)slz f\] s
. h ;/e already indicated) the relevant data are not yet :va .mugtion
o clzsion can therefore be drawn (other than one base ;)n| n|e e
Sr)ncasual and partial observation) about the dtiasgi;ee; r(:‘ i tgis iy
i jve terms) that now exists,
ether in absolute or relative v s hes
:)‘::n altered by changes in Govemnment poI|C|es: in F:‘ep.ort (l)\lnance
An Approach to Social Policy the Counm! emphasised the ;::p rance
of the distributional aspects and impllcatu:)ni of 3:)\:(::::; Ieva;r)n cles
i ill elapse before . .
roqrammes. Some timeé wi ; . ot date
2?: c[())llc:a?:ted that would enable the degret? of mgquah:‘y ('?T: c(:\na rg‘;ce "
it) to be precisely analysed. In the meantime, g|vgnlt e ; " :res nee o
the issues involved, some prelimin.ary and part|att l:]e i
distributional effect of public ;t))ohmesn:u:)sft abt;“zt estu% ’ .It uch o0
[ i [ rt by mea .

t is made in this report Dy . et be
atr:'oeTlgsised however, that this pilot stgdy is not ba§eq on ;fa s::omty; o
. tﬁal famillies but rather on hypothetical characteristics of p
ac \

families.

ili ifferent

6.11.8. In the pilot study, we took some prototype fam|l|t?s a.tzgﬁf:i ont

ir;co;n;a levels and made certain assumptions abogt the;rﬂi3 h,e oo

tax liabilities, expenditure patterns, ett;. T‘;\e ::;:j::ts'?::n?or joesna
ili tegorised a : .

amilies may be roughly ca . e

tt:;t:s?nfiddle manager, executive, clerk, skilled vyorker, ugs:“\l,si?j ;:v kor

ag;icultural worker, contributorybold &fa'gt;e.ge:::r)‘n:rr‘ ;ri\n . e

i d benefits 1 :
ed their payments to an : . om, the
grt‘:gsover a tzn-year period (1965— 75) in an aff::nr\‘:; to e

what redistributive effect these payments and bene .

i ilot study.
ised that this was merely a p ]
it must be emphasise . /@ P with
ative and must be interp
PRy main results of

6.11.9.
Thus its conclusions are .
great caution. Tables 6.11.A and 6.11 .B summarise the

the study.
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TABLE 6.11.A
Changes in income for each family (after all benefits and taxes)

(Earned income =100 for each family in each year)

Income after all benefits and taxes 1965-66 | 1972-73 | 1973-74 | 1974-756
A Senior Administrator 74-9 76-6 80-0 797
B Middle Manager 828 77-8 77-6 81-3
C Executive 961 911 92-6 94-3
D Clerk 1104 109-6 1138 115-4
E Skilled worker 1354 124-8 1354 1311
F Unskilled worker 145-6 1358 150-1 141-4
G Agricultural worker 1924 171-8 189-2 1826
H Contributory Old age persioner 1270 141-2 1476 159-0
|  Widow with Contributory pension

and part-time job 320-5 272-3 305-9 309-4

6.11.10. Itis clear from these results that there has been a narrowing
of the spread in terms of “income after all benefits and taxes’’ between
the families at the top of the range and those at the bottom. Thus the
main conclusion emerging from the analysis of these prototype families
is that there has been re-distribution of income after all benefits and
taxes over the period 1965-66 to 1974-75. One of the major reasons
for this is that the earned income of the lower paid families has
increased to a significantly greater extent than that of the higher paid
families during the period in question. It should be noted, however, that
income tax payments by the end of the period had become more
significant for families at the lower end of the scale. Nevertheless, these
families remained net recipients in their relationship with the State.

6.11.11. The study suggests that payments to and benefits received
from the State helped to narrow the spread in the command over
resources enjoyed by the prototype families included in this study. The
full extent of this influence can only be measured by a more compre-
hensive study than the one described here.

6.11.12. The Council believes that this pilot study should be taken
over and expanded by the Department of Finance, and that it should be

up-dated either annually or on the occasion of major changes in tax
rates or social payments.

87



63-6
55-2

48-6

47-8

245
32:5
333
38-8

759
751
78-8
809

90-6
93-8
93-9

870

100
100
100
100

99-1
93-4
88-8
92-0

TABLE 6.11B

95-7
98-4

104-2

1233

202-2
162-8
1443
153-9

285-4
245-8
2661

235-3

on income of family E*
jiy‘s income atter ali benefits and taxes expressed as an index based \
Each Family’s

Families

= 100
*i.e. income after all benefits and taxes of family E =1

and taxes

1966-68
1972-73
1973-74
1974-75

Incoms after all bensfit

&

APPENDIX 6.12

EDUCATIONAL EXPENDITURE IN IRELAND

(NESC, No. 12, Pri. 4730, January 1976)

6.12.1. The Report contains two

parts: Part | sets out the Council's
views, and Part Il contains Mr. She

ehan’s Report.

Part I: The Council's Comments

6.12.2. The Council stated in an earlier report* that its attention
would not be limited to the distribution of money incomes, but that it
would also be concerned with those public policies which affect
peoples’ access to a wide range of services. It is in the light of this
concern that the Council commissioned Mr. Sheehan’s paper.

6.12.3. Having considered his study, the Council reached the
following main conclusions:

(i) Increased expenditure on the com

pulsory education age-
group would do most to promote equality of opportunity in
education.

(ii) A more rational approach needs to be taken towards second
level education. There are two aspects of particular importance
here. First, secondary schools have, on a per-pupil basis, been
getting a decreasing level of non-teacher current resources in
fecent years. This could have educational consequences
which are undesirable from both a social and manpower
policy point of view. Second, vocational schools,
getting relatively more public resources than

schools, face particular problems. There is some evidence
that the vocational schools may have to deal with more than
their fair share of those students who have suff

ered from
educational disadvantages in primary schools. This problem
needs to be investigated further, in particular with regard to
the need for special teachers and curricula to deal with such
problems.

although
secondary

“Report No. 8: An Approach to Social Policy.
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(iii) Under present arrangements, many parents may find it
difficult to keep their children at school after the compulsory
school leaving age of 15 years. This means that these children

are effectively denied access to third level education. It also
works in the same direction as other forces in perpetuating
inequalities.

(iv) Atthe third level, the cost to its participants does not seem to

be closely related to either equity or manpower criteria.

6.12.4. The Council makes the following recommendations:

(i) Increased expenditure is needed on education for compulsory

age-groups.

(i) Long-term decisions relating to the development of third level
education need to be taken urgently.

(iii)) A significantly greater flow of information relating to all levels
of education is needed to inform both policy makers, and
educationalists, and soO make possible coherent and compre-
hensive educational planning.

(iv) Education is important in contributing towards the redistribu-
tion of both incomes and opportunities. Arrangements should
thus be made to assess the impact of present policies on the
redistribution of income and life chances.

(v) A mixed system of loans and grants for student support at
senior second level and third level should be examined, as
should the possibility of a graduated fee system where the
payment of fees is related to the ability of a student’s family
to pay.

(vi) Adequate provision should be made for remedial teachers,
so that children who are educationally disadvantaged will be
able to gain full benefit from education.

(vii) Consideration should be given to the possibility of extending
the present free books scheme at primary school level.

6.126. The Council states that it could not give priorities for different
categories of public expenditure until its study of public expenditure
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as a whole is completed. Its recommendations t
E) . h
:;a: tsad:;(t:g);:: ::gg:dnture on education is being rz::ec::;::dggt én e
Ot b financed b|ons wt|1|ch yvoulq r}equire additional expeﬁdi(:lTr:
gt b finan Shong rﬁal ocation within the existing expenditure on
educaton. & o appen that funds were made available f
nd above what would be required to maintain e;tandar::sr

as the number of i
! pupils grows, than its re i indi
areas which should be given priority commendations indicate the

g:;tﬁll:|:ug;:::;y 10mer:5, Sheehan’s Report

.12.6. r 1, Mr. Sheehan outlines the i

5126, . : e importanc

thepic:iShogol\;\e\/rIe‘sr:‘ment in Educatnon,. which was published jc:ain(t)lfyﬂl:e

ey dovele mee:\t .and the QECQ in 1964, and summarises the mai:\l

P ided the gaSi :fs in education since then. /nvestment in Education

B ohacieed the or subsequent developments in educational policy

o hasse so|n.1portance of t?xpansion and development in.

education for be cial an(.i economic reasons, and gave a great deal
mation on the lrish educational system. Its publication w:s

a

6.12.7. The followin "mai
g were t i
betweon 1964 and 1974 he main policy trends and developments

(i) At the first level, e i
. , emphasis was placed on th i isati
and improvement of facilities. ® rationalisation

(ii) tAht ;ht:;?.c.ond level, the increase in demand for places followin
abolition of fees resulted in rapid enrolment growth ang

significant institutional d
evelopment, n i
and community schools. g otably comprehensive

(iii) ﬁ; :h: ;hirdflevel, ,;'here was increasing emphasis on technolog
ucation. Much of the growth n
n. to date has been i
response to rising demand, alth ical
€ ’ ough the Regional Techni
Colleges were established as much to stimulate demand a;cti:

provide the technical skills i i
o ills immediately needed by the

6.12.8. Public ex i

penditure on education illion i
1 ture « rose from £19-56 m
961-62 to £144-7 million in 1973-74 and its share of Gl‘j;’hof?omm

9



M_-————T

| 3.05% in 1961 —-62 to 6:29% in 1973-74. First and second level educa- <
tion accounted between them over 80% of current and capital expendi- % E 8 g < <
! ture on education. This trend may be attributed in large part to inflation. Z: :Z:“ > e g 2 = § ;
‘ There was, however, an increase in expenditure in real terms—in part 22 i &
as a result of the policy developments outlined in Paragraph 6.12.4. The 5 € ‘«}‘
increase in education expenditure as a proportion of GNP overstates §° g T T T
the increase in real terms because the labour intensive nature of -
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current and capital expenditure on first and second level education 2 s o =
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93

92



closing the gap. At the second level the differences while large are not
nearly as great as the first level, except in the case of “non-educational”
items such as school meals, milk and health services where publicly
financed provision is virtually absent in the Republic.

6.12.12. In Chapter 6, Mr. Sheehan discusses the relationship
between educational planning and manpower policy, and the relevance
of that relationship to the present educational system in this country.
He concludes that manpower forecasting and planning should be
principally concerned with relatively short-term “active manpower
policy”” instruments rather than with long-term targets for the develop-
ment of the educational system. He states that if any medium to long-
term plans are to be developed for the educational system, then the
planning process must be developed in such a way as to make the
best use of information in a changing and uncertain environment.

APPENDIX 6.13
ECONOMY IN 1975 AND PROSPECTS FOR 1976
(NESC, No. 13, Prl. 4820, October 1975)

6.13.1. The report is presented in three chapters. Chapter One discusses
developments in the world economy and their influence on lreland.
Chapter Two deals with the lrish economy in 1975. Chapter Three looks
at the prospects for the lrish economy in 1976.

I The World Economy
6.13.2. The developed nations will probably emerge gradually from

the depression over the next couple of years. The recovery will be
led by the United States, Germany and the other countries which,
since the oil crisis, sacrificed employment in order to control inflation.
Other countries which attempted to maintain employment (especially
the smaller countries) will have to bring their rates of inflation down to
those now being achieved by the largest economies—probably at the
cost of further increases in unemployment. Countries still with inflation
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prob'ler'ns (e.g.. t.he Ut}ited Kingdom) may have to maintain or introdu
restrictive policies, with considerable further loss of employment *

6.13.3. These pfos‘pects are by no means favourable to Ireland. At
!)est, the outlo9k is for weak growth of export markets, and a sly 'ish
inflow of new industrial projects from overseas. 9

‘.
¢

Il The Irish Economy in 1975

6.13.4. Output will probably fall by at least 3 per cent in 1975
Unemployment has risen in response and will rise further to 130006
or more by March 1976. The foreign deficit has improved significa'ntl

but th.e public sector deficit has risen very substantially. The worl?il

recession was partly to blame, but the situation was made even worse r
by allgwmg Irish products to become uncompetitive on world markets
The size of the increases in pay contributed to the uncompetitiveness'
and therefore to the fall in output and the increase in unemployment'
Domestic fiemand was substituted for falling foreign demand withou{
enough being done, and done in enough time, to restore competitiveness.

-

6.13.5. In 1975, the world recession reduced lrish exports, output

and employment. Pay increases were so large as compared to 'thos: in ("
other countries, that without offsetting improvements in marketin '
management and productivity, the economy became uncompetiti\?e; "

on vyorld marlfets: Unless competitiveness is restored, it will not be
possible Fo mamta'm employment and there will be no hope of creating :
the new jobs required by a growing population. j

IIl The Irish Economy in 1976

6..13.6. If nothing is done (i.e. if pay continues to be fully linked to
prices and government policies remain unchanged) the situation will
will Qeteriorate further. The main symptoms of the deterioration will
be hlgh'er unemployment and greater inequities within the labour
forc':e', .wnth those in secure employment doing well relative to those in
activities subject to external competition and relative to the unemployed.

6.13.7. This prospect 'is clearly unsatisfactory. Other policy options
ml:;t thergfore be examined. In our view, import controls, devaluation
and deflation would not be satisfactory policies. The only alternative is
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income restraint. If competitiveness is to be restored, pay restraint
means increases in the average income of those in employment that
are smaller than those occurring in other countries, and this in turn
means pay increases that are less than the anticipated percentage
increase in prices. Voluntary income restraint in the form of a new
National Pay Agreement would be preferable to statutory measures.
The kind of new Agreement which is required must not be divorced
from the general economic situation or, more specifically, from decisions
on fiscal and monetary policy.

6.13.8. Restraint of incomes in order to improve competitiveness
would raise industrial profits, and this may not have widespread appeal.
But industrial profits must be earned in sufficient quantity to ensure
future investment and jobs. These profits are not generally earned at
present in the sectors of Irish industry which are exposed to external
competition from imports or which rely on exports, nor will they be
earned unless there is pay restraint. )

6.13.9. One reason why many find it difficult to accept the need for
higher industrial profits may be that the distinction between the need
for these profits and the ownership control and use of them is often
not drawn sufficiently clearly. This distinction will not be clear until
there is a broader measure of agreement about such things as:

(a) the extent to which workers should be involved in manage-
ment;

(b) the degree to which profits in the private non-industrial
sector should be taxed;

(c) thedegree to which the state might participate in the generation
and ownership of profits, either as a shareholder or as an
entreprenuer.

6.13.10. If suitable arrangements can be made, the distribution
between wages and profits need not be the source of the severe
conflict which tradition might suggest. It must be remembered that
there are other and growing sources of strain—between employed and
unemployed, and between industry and the rest of the economy.
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proposals for pay restraint cannot ignore the conflicting interests of
these groups.

6.13.11. The greater the restraint on pay, the greater the positive
effects on employment over the longer run. However, there could be
temporary short-run deflationary effects. If pay is restrained, these
effects must be examined closely, along with the role which fiscal
policy can play in countering the deflationary effects on aggregate
real incomes and employment within the constraints of the public
sector borrowing and balance of payments position. In any reflationary
action which is taken, the emphasis should be on raising productive
capital expenditures rather than current expenditures.

APPENDIX 6.14

POPULATION PROJECTIONS 1971-86: THE IMPLICATIONS
FOR SOCIAL PLANNING — DWELLING NEEDS

(NESC, No. 14, Prl. 4928, February 1976)

6.14.1. This is the first of a series of studies which will examine the
implications for social planning, based on the population projections
for the period 1971-86, published in February 1975. The studies are
aimed at establishing the degree of expansion which would be required
in the social service in order to ensure that the population in 1986 will
enjoy at least the same standard of service as in 1971, should the
projections be realized. These projections, therefore, and the assump-
tions on which they are based, have been taken as data in this and the
other studies.

6.14.2. The report is divided into eight sections. The first section
details the sources of need which are taken into account when estim-
ating the number of dwellings which would be required by 1986. These
are needs arising from:

(a) The projected population change as outlined in NESC Report
No. 5.
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(b) The elimination of overcrowding and of the involuntary
sharing of dwellings by families.

(c) The unfitness of the present dwelling stock as defined by
current standards.

(d) Future obsolescence.

The second and third sections deal with recent trends in household
formation and projections of household formation, 1971-86, respec-
tively. The fourth, fifth, sixth and seventh sections comment in detail
on the needs likely to arise from the causes set out in Section I.

6.14.3. The eighth and final section draws all these elements together,
and gives two estimates of dwelling needs. The estimates are based on
two different sets of assumptions:

Assumption A assumes net emigration of 5,000 per annum between
1976 and 1986, and the high nuptiality assumption used by Professor
Walsh. It also assumes the following: ‘

(i) dwelling needs in order to eliminate involuntary sharing
existing in 1971—10,000.

(ii) dwelling needs in order to eliminate the overcrowding in
1971—20,000.

(iii) dwelling needs due to unfitness in 1971—30,000.
(iv) dwellings needs due to obsolescence—90,000.

(v) allowance for the 4,200 households who lived in mobile
homes in 1971—4,000.

These allowances are spread over the whole period 1971-86. The
allowance in Assumption B for the elimination of overcrowding is
higher, at 30,000 dwellings. The needs due to unfitness in 1971 are
assumed to be 50,000 dwellings. The needs due to obsolescence are
assumed to be 105,000 dwellings over the period 1971-86. All the
other needs are the same as in Assumption A.

6.14.4. Table 6.14.A shows that the projected total dwelling needs
over the period 1971-86 are in a range between 314,000 and 372,000.
The increase in household formation is the dominant influence on
projected dwelling needs.
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TABLE 6.14.A

Projected Dwelling Needs over fifteen yoars 1971-86

Additional dwellings needed
Component Assumption A Assumption B
Variant B | Variant A | Variant B | Variant A
on on on on
headship headship headship headship
‘000 ‘000 ‘000 ‘000

Net increase in household

formation 1971-86 160 173 160 173
Elimination of sharing of

dwellings in 1971 10 10 10 10
Elimination of overcrowding

in 1971 20 20 30 30
Replacement of unfit houses

in 1971 30 30 50 50
Obsolescence (incl. national

needs due to internal

migration) 1971-86 90 90 105 105
Households in mobile homes

in 1971 4 4 4 4
Total 314 327 359 372

6.14.5. These calculations of need cannot be precise for a number of
reasons. For example:—

(i) The allowance for the elimination of overcrowding cannot be
precise since there are ways of tackling this problem other
than by new construction.

(ii) The estimate of needs due to unfitness and obsolence are
approximate. :

(iii) The pattern of needs over time will not be constant.

For these and other reasons detailed elsewhere in the report, an annual
average figure of dwelling needs over the period 1971-86 cannot be
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indicated. Any annual figure is dependent on the speed with which
sharing of dwellings, overcrowding and unfitness are tackled. It will be
necessary to monitor needs continually, and to test the outcome of the
household projections, in future years.

APPENDIX 6.15
THE TAXATION OF FARMING PROFITS
(NESC, No. 15, Prl. 4912, February 1976)

6.15.1. This document is presented in two parts. Part | of the document
contains the Council’s conclusions and recommendations. Part |l
sets out the consultants’ report.

Part |

6.15.2. In order to respond at an early date to the Government’s
request of 24th February 1975 for the Council’s views on the taxation of
farming profits, the Council had no alternative but to take the existing
overall tax system as a datum. The equity and efficiency of the present
overall system of central and local taxation (including capital taxation)
have not, therefore, been examined. The Council has attempted to fit
farmers into the taxation system as it now exists, taking into account
the special problems of farming and the contribution which it makes to
the economy.

6.15.3. Having considered the consultants’ report, and submissions
from the IAOS, the ICMSA and the IFA, the Council recommends as
follows:—

(i) Tax Base

(a) The objective should be to determine the income tax liability
of farmers on the basis of actual accounts. Since farmers must
be given reasonable time in which to develop accounts for
income tax purposes, this objective cannot be attained
immediately.
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(b) The notional income option for farmers with a rateable
valuation of £100 or more should be allowed for 4 years.
Since the option is already available for the 1974-75 and
1975-76 years of assessment, this recommendation means that
it should be made available for the 1976-77 and 1977-78
years of assessment.

(c) The notional income option should be allowed for a 4 year
period to each group of farmers who became subject to
income tax as the valuation threshold is lowered.

These recommendations are not supported by the representa-
tives of the IAOS, the ICMSA and the IFA. In their view, the
the notional income option should be allowed for at least 10
years, after which there should be a review to assess its
effectiveness in promoting agricultural expansion and develop-
ment. If it were allowed only for a shorter period, its effective-
ness in encouraging agricultural expansion and development
would be seriously reduced because of the length of the
productive cycle in agriculture.

(i) Tax Threshold

(a) The valuation threshold for assessing income tax should be
lowered to £75 for the 1978-79 year of assessment and to
£50 for the 1980-81 year of assessment. The desirability and
practicability of further reductions in the valuation threshold
for assessing income tax below £50 should be reviewed
during 1979.1

The representatives of the three farming organisations do not
accept that the threshold should be reduced below £7100
rateable valuation. It is their considered view that any such
reduction in the threshold would seriously inhibit agricultural
development and expansion.

The pace at which the valuation threshold for liability to income tax will be
lowered will doubtless be decided by reference to general budgetary policy from
year to year—thus, if budgetary policy in a particular year requires an increase in
tax revenues, the Minister for Finance may consider raising some of the additional
revenues by accelerating the process of lowering the threshold.
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(b) In future, a farmer who has once opted to use his actual

(iii)
(a)

(b)

(c)

accounts for the assessment of his taxable income must
remain with that system. (Under the present arrangements, a
farmer may opt for actual income (or notional income) and
change to notional income (or actual income) between one
year of assessment and the next).

It is the view of the representatives of the three farming
organisations that farmers who had exercised an option (e.g.
for actual or notional income) should be required to remain
with that option for at least three years, after which they
should be allowed to change their option.

Calculation of Notional Income

The muiltiplier (which is applied to the valuation of land in
order to determine notional income) should be adjusted over
three years to reach its “full value”’ in the 1978-79 year of
assessment. The muiltiplier should be modified annually
thereafter to reflect the fortunes of agriculture.

The “full value”” of the muitiplier should be calculated by
dividing Adjusted Family Farm Income by Total Land Valua-
tion.! There should be consultations between farming
organisations and the relevant Government Departments to
determine the precise method of calculation.

Once the multiplier has reached its “full value’* (for example,
as calculated in the footnote), farmers who have opted for
assessment on the basis of notional income should be allowed
deductions in respect of those farm expenses, that had been

—~———

(d)

(iv)
(a)

(b)

added back in arriving at adjusted family farm income, on the
same basis as farmers who are being taxed on actual income.

There should be discussions each year between Government
Departments responsible for adjusting the muitiplier towards
its “full value” (over the 1976-77 to 1978-79 years of
assessment) and modifying it annually thereafter, and farmers’
organisations. No adjustment or modification in the muitiplier
should be determined until these consultations have taken
place.

Rates on Agricultural Land

Farmers (who are being taxed on the basis of actual or of
notional income calculated on the basis of a “full value”
multiplier) should be allowed to deduct some appropriate
percentage of the rates actually paid in determining taxable
profits. The consultants’ report suggests that this percentage
might be of the order of 150%. However, more detailed figures
and further analysis are required to establish the correct order
of magnitude.

Farmers who pay income tax on their actual income, and
who pay rates on their land which exceed 10%! of their farm
profit for tax purposes (before deduction of capital allowances),
should be allowed to deduct the amount by which the rates
actually paid on land exceed 10% of farm profit for tax purposes
(before deduction of capital allowances) from their income
tax liability. In administering this recommendation, any
consequential element of double allowance in respect of
rates should be eliminated.

'For example, it was the view of the consultants that the adjustment to Family
Farm Income should consist of additions for the total of rates paid on land, deprecia-
tion of machinery and remuneration of employees. The multiplier computed in this
way for 1973 would be 62 derived as follows:—

It is the view of the representatives of the three farming organ-
isations that, since rates bear more heavily on the farmers who
pay them than on business and professional rate-payers in

(i) Family Farm Income £365-0 million general, the rates paid by farmers on agricuftural land should

(ii) Adjustments (as listed above) £ 71-9 million be allowed as a tax credit—i.e. should be deducted from the
(iii) = (i) + (ii) Adjusted Family Farm Income £436-9 million

(iv) Total Land Valuation £ 7-0 million 'The figure of 10% would be subject to change in the light of the further analysis
(v) == (iii} - (iv) Multiplier 62 suggested at the end of (iv) (a) above.
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)
(a)

(b)

income tax liability—until such time as rates on agricultural
land are phased out.

Part-time Farmers

The eamings of part-time farmers for tax purposes should
continue to be treated as set out in the Finance Act, 1974.
This means that there would be no change in the treatment of
part-time farmers with valuations between £20 and £50. As
the threshold valuation is reduced (see (ii) (a) above),
part-time farmers! with valuations above the threshold would
be assessable on their earnings outside agriculture plus their
actual or notional farming profits.

The reduction of the present land valuation threshold of £50
(applicable to persons with land who also carry on another
trade or profession) according as the general valuation
threshold is reduced (see recommendation (ii) (a) above),
should be considered.

It is the view of the representatives of the three farming
organisations that part-time farmers (under (v) (a) above)
who are eligible to participate in the Farm Modernisation
Scheme should be treated for tax purposes as if they were
whole time farmers—i.e. as if they had no earned income
from outside agriculture.

(vi) Allowances and Deductions

(a) Free depreciation should be allowed for the developmental

(b)

capital costs of fences, roadways, holding yards, drainage and
land reclamation.

In valuing breeding livestock for tax purposes, farmers should
be given the option of using the UK “Herd Basis" scheme or
the New Zealand “Nil Standard value’’ scheme. The choice

of which of these schemes could be made available as an
option, and to what extent it should be modified to suit
Irish circumstances, should be made after consultation with
farming organisations. In making the choice, importance
should be given to administrative simplicity and the strength
of the incentive given for the development of farming.

(c) Farmers should have the option of basing their tax for the
current year of assessment on the average income actually
earned from the farm over the previous three years. This option
would improve the cash flow of farmers who are expanding
their incomes by the development of their farms and im-
provements in efficiency.

It is the view of the representatives of the three farming
organisations that:—

—in order to encourage agricultural expansion and
development, farmers should be permitted to deduct
150% of their actual capital and depreciation allowances;

—full-time farmers who borrow to maintain or acquire
viable holdings should be given some tax remission
while they are repaying their borrowing;

—special consideration should be given to farmers who
entered into capital commitments before 6 April 1974
in order to develop their farms but who find their
cash flow reduced after payment of income tax;

—farmers should have the option of basing their tax
for the current year of assessment on the average
income actually earned over the previous five years,
and not merely over the previous three as recommended
above.

6.15.4. The recommendations set out in paragraph 6.15.3. are inter-
dependent and must be treated as a package. Itis the view of the Council,

o ——

with the exception of the representatives of the three farming organisa-
tions, that this package of recommendations takes account of equity
(both within the farming community and as between farmers and

Part-time farmers in this paragraph refer to farmers with other income (from
employment or investment arising to the farmer or his spouse). It does not include
persons (or their spouses) carrying on another trade or profession.
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other productive sectors) and of the vital importance of accelerating
the pace of agricultural development.

6.15.5. If any consideration of the situation that would result from
the acceptance of the package of inter-related recommendations set
outin paragraph 6.15.3 above, the relevant comparison must be with the
situation that exists now under the 1974 and 1975 Finance Acts with
respect to the taxation of farming profits, and not with the situation
that existed before the 1974 Finance Act.

Part 1i
(a) Introduction

6.15.6. In their report the consultants argue that, a good taxation
system must meet four criteria. First it must seem fair and equitable to
all taxpayers to be accepted politically. A second criterion should be
that the tax system ought to provide farmers with an incentive to
develop and improve their farms. A third criterion concerns the cost of
collecting tax from farmers. This should represent only a small fraction
of the revenue extracted. A fourth criterion should be that any change
in the present income tax should bring in at least the same tax revenue
as at present. In addition to the four criteria mentioned above the
consultants also bore in mind the eventual aim of harmonising the
Irish tax system with the systems used by other EEC countries.

(b) Rigorous Notional Tax System

6.15.7. Following their analysis of advantages and disadvantages of
a rigorous notional income tax system, the consultants rather reluctantly
abandoned the idea of this tax system, and recommended:
“That the system of income tax for farmers, introduced in 1974,
whereby they are taxed on actual income, be continued”’.
They made their recommendation on the basis of the greater accept-

ability of this system on the grounds of equity to both farmers and
non-farmers alike.

(c) Tax Based on Actual Profits

6.15.8. Following their search for ways of bringing more farmers into
the income tax net, the consultants recommended:
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“That the threshold valuation for assessing income tax be lowered
to £50 for the 1977-78 year of assessment and to £20 for the
1980-81 year of-assessment’”.

As a concession for those who do not have the necessary accounts to
calculate actual income, the consultants recommended:

“That the notional income option be allowed for farmers with a
£100 valuation or more for one additional vear and that the
notional income option be allowed for a three year period for each
group of farmers who become subject to tax as the threshold is
lowered"".

6.15.9. However, the consultants thought that farmers should b'e
encouraged to use actual income rather than notional income and this
can be promoted in two ways. Firstly, they recommended:
“That in future a farmer who has once opted to use his accounts
to assess his taxable income must remain with that system”".

Secondly, they recommended:

“That the multiplier be adjusted systematically over 3 years to
the full objective value but that it should be modified year by
year thereafter to reflect the fortunes of agriculture”,
This means that notional income levels would be reduced in year§ of
low farming profits and vice versa. As regards the treatment of part-time
farmers under the income tax provisions, they recommended:
“That there is no need to change the treatment for tax purposes of
the earnings of part-time farmers”’.

(d) Rates and Income Tax

6.15.10. In the consultants’ view the levying of rates on agricultural
land is not inequitable between farmers and non-farmers given that
adjustment through the Agricultural Grant is adequate. Thus they
recommended: :
"That the level of the Agricultural Grant be raised so that the
proportion of income absorbed by rates is equa'lised between
farming and non-farming businesses and that this level be re-

viewed regularly”.
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(e) The Land Valuation System

6.15.11 The consultants felt that if rates for farmers are to continue,
the system of land valuation must be improved. Accordingly, they
recommended:

“That resources be allocated to the Agricultural Institute to
complete their detailed soil classification for the 26 Counties, on a
farm by farm basis, and that the resulting soil maps be used as the
basis for allocating the farmers’ rates burden within each county”’.

Because the new system is likely to take at least nine years to implement,
it was necessary to recommend:

“That farmers who pay income tax on their actual income, and
whose land valuations are greater than £1 per acre, and whose
rates payable on land and farm buildings exceed 10% of farm

profit for tax purposes (before deduction of capital allowances)

sho'u'ld have the option of appealing to the Valuation Office for a
revision of valuation. These thresholds of eligibility should be
altered if necessary in the light of experience’".

(f) /ncome Tax Incentives

6.15.12. Because the general income tax code needs to be arranged
so that it does not discourage those farmers who plan to develop their
farms, the consultants recommended three income tax incentives.
Firstly,

""That free depreciation be aliowed for developmental capital costs
of fences, roadways, holding yards, drainage and land reclamation".

Secondly,

“That the "Herd Basis’ for valuing breeding livestock, as used in
the UK, be introduced as an option"".

Thirdly,

“That farmers have the option of basing their tax for the current
year on the average income from the farm over the previous three
years. Upon the termination of this option, the tax liability will be
calculated on the last three years treated on a single year basis™.
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While this package of incentives will not restore completely the
economic attractiveness of farm development which existed in the
era of no income tax, in the consultants’ view they would go a long
way towards it. Moreover, they believe the package has a useful
psychological value in that the high tax burden associated with farm
improvement and development does not catch the farmer at the time
he makes the improvements but catches up with him later—rather
earlier if he reduced his efforts. The only way to avoid the tax net is to
swim harder.

(g) Capital Taxation

6.15.13. While capital taxation was outside the terms of reference of
the consultants’ report they recognised that it is the burden of all
taxes which leaks away cash from the business and hence reduces the
ability to finance development. Accordingly they suggested that
capital taxation legislation needs further concessions so that it does
not penalise the farmer who has increased his capital value by farm
improvement. This might be effected by using standard values for land
based upon the soil type classification recommended earlier for rating
purposes. They suggested that in order to keep the farm assets together
in a large enough unit to be economic, the exemption threshold for
the capital acquisitions tax should be continually reviewed in the light
of inflation and other variables. They also suggested that methods be
explored for using the capital acquisitions tax to encourage the transfer
of ownership and control of farm businesses to the younger generation

at an earlier age.

(h) Conclusion

6.15.14. In making their recommendations the consultants attempted
to be fair to other taxpayers and at the same time make recommendations
that will stimulate the growth and development of lrish agriculture,
which can make a great contribution to the economy. The cost of the
incentives and concessions suggested should be more than balanced
by the recommendations made for spreading the taxation net wider
amongst the farming community, and by the increased farm income
which should be generated. The consultants hoped that their recom-
mendations concerning the announcement of the details of the transi-
tion would stop the uncertainty which is so detrimental to making
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positive decisions about investment in farming. Finally, the consultants
emphasised the danger of falling between two stools by the one-sided
acceptance of some of the recommendations contained in this report.
If only those recommendations concerned with equity are accepted,
the incentives for Irish farmers to press forward wil be lost. If only the
tax incentives are selected the patent inequity will remain and Irish
agriculture will continue to be a target of criticism instead of being seen
s an essential component of a growth economy.

APPENDIX 6.16

SOME ASPECTS OF FINANCE FOR OWNER-OCCUPIED
HOUSING

(NESC, No. 16, Prl. 5273, June 1976)

6.16.1. The Council has already completed a report on the implications
of th.e population growth projected over the next 10 years for housing
requirements. This report deals with a specific problem—the difficulties
pose.d for first-time purchasers of houses by the size of the deposit
required and the heavy incidence of repayments, relative to income,
over the earlier years of the loan or mortgage. It concentrates mainly:
on the purchase of houses through building societies, but the analysis

and proposals are also relevant to houses bought with local authority
and other loans.

6.16.2. In recent years, the interest fates on mortgage loans have
not fully reflected the relatively high rates of inflation. However
nominal interest rates have increased significantly. This fact, combined,
with increases in house prices and a reduction in the typical term on
loans for new houses, have resulted in a marked increase in the initial
repayments which are required on a house of average price, since 1968-
69. Furthermore, there has been an increase, in real terms, in the average
deposit required on houses being purchased, since 1968-69. For those
yvho have obtained loans, the annual fepayments as a proportion ef
income have declined substantially over time.

6.1 6:3. The net inflow of deposits to building societies is quite
sensitive to relative interest rates. |n turn, variations in the net inflow
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affect the cycle of activity in building. There is a case for measures
which would result in less violent cyclical swings in advances, and
this topic requires.more consideration.

6.16.4. Because of the trends in initial repayments and in the level
of deposit there is need to consider ways of helping potential owner-
occupiers who have relatively low incomes. The report considers
some alternative methods of mortgage finance, in which the initial
repayments would be lower than in the present system. These schemes
would reduce the impact of high interest rates on loan repayments in
the early years of a mortgage. The effects of these alternative schemes on
price and output, and on the building societies, are considered.

6.16.5. The report recommends that one of these alternative schemes
be considered—this would supplement, rather than supplant the
existing repayment methods. Any alternative scheme should be an
optional one, available on a limited basis to new mortgagors. It would
be desirable that repayments at least cover the interest on the out-
standing debt.

6.16.6. There is need to consider other ways of helping potential
borrowers who have difficulty in financing debt-service or deposit: for
example through a reduction in the down-payment required. Finally,
there is a need for more explicit criteria by building societies regarding
the granting of loans. These criteria should be solely related to the
potential risks of default. This could be combined with a central
insurance facility, which would cover any differential risks to the
building societies, in giving loans. Such a facility could also cover
cases where a low down-payment would be allowed.

APPENDIX 6.17
STATISTICS FOR SOCIAL POLICY
(NESC, No. 17, Prl. 5329, September 1976)

6.17.1. The Council in its work on social policy over the last two years
has become increasingly aware of the problems of obtaining adequate
data on the social services, and on the social implications of other
policies. While the Council and other bodies have commented in a
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general way on the inadequacy of available social data, to date no
detailed examination has been made of statistical requirements in the
social policy area, and how existing data collection is meeting these
requirements.

6.17.2. This report concentrates on gaps in social statistics, that is,
gaps in information which are best met by the regular collection of
numerical data. The statistics are examined from the point of view of
the social administrator rather than from a technical viewpoint.

6.17.3. The Council considers that better social statistics are required
for a number of reasons. First, they would improve the quality of
routine social administration by placing it on a sounder factual basis.
Second, they would facilitate the review of existing policies and the
planning of new policies, Third, social statistics are essential for social
research, which, in turn, is a valuable input into policy-making. Finally,
they are necessary to improve the level of public awareness of, and
debate on, social issues.

6.1?.4. There are a number of problems involved in making use of the
§tat|stics which are already collected. The causes of these problems
include the way the data are collected, the manner in which they are
pres‘ented, the inaccessibility of some data, and the delays in publishing
statistics once they have been collected.

6.17.5. The report devotes eight chapters to examining in detail
statistics from all official sources concerning social policy and the
§ocial services, and makes recommendations as to how they might be
improved.

6.17.6. The final chapter of the report sets out the Council’s main
conclusions and general recommendations. The main conclusions of
this report are:

(i) Some major gaps exist in the coverage of social statistics. The
most important of these relates to information about income
distribution.

(1) Improvement of the analysis and presentation of statistics
relating to social policies would increase their usefulness,
However, not enough consideration appears to be given to
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the ultimate purpose of the statistics, when systems for
collection are being designed.

(iii) Availability of, and access to, existing social statistics is not
at present adequate. More thought needs to be given to
making such data more easily available.

6.17.7. The Council's main recommendations with regard to social
statistics are set out below. The more detailed recommendations are
italicised in the body of the report, and are indexed in Appendix Ii:

(i) The emphasis should be shifted from seeking authorisation to
release any unpublished data, to allowing full access to those
interested, subject to safeguards for genuine reasons of
confidentiality.

(it) Each Government department collecting social statistics
should issue a bulletin covering the principal series at least
annually; such bulletins should be available with minimum
delay, if necessary being informal in character and including
provisional rather than final figures.

(iii) A guide to the unpublished statistics which it collects should
be prepared by each Government department, and this guide
should be kept up to date and made generally available.

(iv) The main social statistics should be kept on a centralised
computer file, which would be regularly up-dated, on which
policy-makers and researchers could draw when necessary.
Responsibility for the compilation and maintenance of such
a data bank should be given to the CSO, which shouid be
provided with adequate funds and staff for the task.

(v) Responsibility for the co-ordination of social statistics should
be vested in the CSO, where a senior official should be assighed
to the task. Such a job would not involve the collection of
data more appropriately collected by specific departments—
for example, the Departments of Education, Local Government
and Social Welfare. It would, however, ensure adequate
co-operation and co-ordination between the departments
concerned and the maintenance of good standards of statistical
practice. It would also enable gaps in statistics to be more
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readily noticed and filled and should mean that greater
attention would be paid to social statistics. The CSO should
also be given direct responsibility for social statistics which
fall across or outside departmental boundaries.

(vi) A report should be published annually, containing the main
statistics concerned with social development. There are a
number of models for this type of report in other countries,
Such a report would inevitably be somewhat patchy, at least
in the beginning. However, as more information becomes
available the initial gaps could be filled. The ultimate aim
should be the publication of a report which catalogues in as
comprehensive a manner as possible the progress being made
by social policies and their cost and which interprets the
statistics in a way which is easily understood by non-profes-
sionals. In the coming year, the Council proposes to complete
such a report on pilot basis: this will cover the last decade and
should act as a model for future work. The Council has no
doubt that the co-operation of all those responsible for the
collection of relevant data will be forthcoming.

6.17.8. The recommendations in this report will cost time, money and
manpower to implement. The Council considers, however, that the
results obtained would be worthwhile when viewed in the context of
central Government spending on the social services of an estimated
£720 million in 1976. Indeed, money spent on improving social
statistics and disseminating them more widely would increase awareness
of social problems, help in establishing greater public acceptability of
the need for social expenditure, and should ultimately lead to better
and more efficient social policies.

APPENDIX 6.18

POPULATION PROJECTIONS 1971-86: THE IMPLICATIONS
FOR EDUCATION

(NESC, No. 18, Prl. 5375, July 1976)

6.18.1. This is one of a series of studies which will examine the
implications for social planning, based on the population projections
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for the period 1971-86, published by the Council in February 197s.
The studies are aimed at establishing the degree of expansion which
would be required in the social services in order to ensure that the
population in 1986 will enjoy at least the same standard of services as
those in 1971, should the projections be realised.

6.18.2. As far as possible, similar assumptions to those used in the
population projections have been used in deriving population trends for
this report. However, in the course of the work, it became apparent
from recent data on enrolments that the initial estimates for 1976 were
too low. Further investigations showed that significant net immigration
has occurred in the period 1971-76, and that the under 15 age group
accounts for a significant proportion of this immigration. As a result,
some adjustments have had to be made to the population projections
as published.

6.18.3. In working out the implications for education, it has been
assumed as far as possible that existing educational policies will be
continued, and that any new policies announced will be implemented.
There are, however, some areas where past trends are of little use
because of recent structural changes. In such cases, assumptions have
been made based on such indications as can be found concerning the
direction of future policy. Finally, the report goes beyond the scope of
the population projections in one respect. The projections cover births
up to 1986. They have been supplemented by calculations of births
up to 1992, to give sufficient data for the population of school-going
age in 1991 and 1996.

6.18.4. The report is divided into six sections. The first deals with
pepulation trends for 1971 to 1996. The second deals with participa-
tion rates and enrolment. The third deals with the relationship between
enrolment projections and the demand for teachers. The fourth deals
with schools building needs, and the fifth deals with the third level.
The main conclusions which can be drawn from the study are sum-
marised in the final section.

6.18.6. Overall, the 1971-76 period will have been one of rapid
growth of first and second-level enrolments compared to subsequent
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periods. Depending on population growth, total enrolments should
grow at between 2-1% and 2-5% p.a. By comparison total enrolments
should grow at between 0-6% and 0-7% per annum in the 1976-86
period, given the Council’s low population growth assumptions and
low estimates of participation rates for the over 15 age group. Given
high population and participation assumptions, total enrolments are
projected to grow at 1-2% per annum between 1976 and 1981 and
1-7% per annum between 1981 and 1986. Only after 1986 (and then
only on high population projections which continue to use the Council’s
“high’* assumptions) is the enrolment growth rate likely to approach the
21% annual growth rate of current and recent experience.

6.18.6. This emphasis on overall rates of growth is the easiest way
to summarise the projections in a way which is relevant to policy,
because it is rates of growth which ultimately dictate the need for
expanded teacher-training and school building programmes. Of
course, the population and enrolment projections are not complete
indicators of need: population movements, changes in educational
standards, availability of finance, etc., must all be specified before a
complete forecast can be made.

6.18.7. The reasons for the recent high growth rates are not only
demographic. They are also due to policy changes such as the abolition
of fees at the second level and the raising of the school-leaving age
to 15. In addition, there is evidence of considerable net immigration in
the under 15 age group. This is not projected beyond 1976, but it
will have its effects on the population in various older age groups in
the years to 1996.

6.18.8. Given that the rate of growth of enrolments is likely to
decrease (on all reasonable assumptions) this means that the demand
for additions to the teaching force is likely to fall. This is likely to be
an important factor at the second level, and indicates that the present
annual enrolment rate of H.Dip. in Ed. students (over 1,500) may be
well in excess of the projected recruitment rate for teachers. For the
first level the problem is relatively insignificant because it is government
policy to make some reductions in class sizes and in the pupil-teacher
ratio, and because the transition from high to low enrolment growth
rates is likely to be much less severe.
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6.18.9. For the school building programme, the strain of providing
for rapid enrolment growth has led to a large stock of pre-fabricated
temporary classrooms. During the 1976-86 period these will need
replacement, and the comparative lull in the need to provide for addi-
tional enrolments will give an opportunity which should not be missed.
Otherwise, a return to more rapid growth in enrolments after 1986 (if
high population projections are verified) will lead to renewed difficulties
with school building programmes.

6.18.10. At the third level attention has been confined to the 1976-81
period where the Higher Education Authority’s forecasts of university
enrolments are combined with various population, participation, and
teacher-training projections. The results are incomplete and they need
to be supplemented by more information about the effects of policy
changes, especially in the technological sector.

6.18.11. Finally, the range of uncertainty is greater when trying to
project the implications of Walsh’'s study for education, than it is for
housing, health etc. This is because the population in the young age
groups varies very rapidly with different projections of births, ar3d
these projections are inherently difficult to make at a time of rapid
demographic change such as the present. In addition, accurate informa-
tion on net migration by age is almost impossible to obtain in the post-
1971 period; however, there is little doubt that for the under 15 age
group it has been strongly positive.

APPENDIX 6.19
RURAL AREAS: SOCIAL PLANNING PROBLEMS
(NESC, No. 19, Prl. 5376, July 1976)

6.19.1. This is one of a series of reports which explores the implica-
tions of the population and employment projections prepared for the
Council by Professor Brendan Walsh and published in February 197.5.
This report discusses social planning problems in rural areas. It. is
concerned with identifying problems which now exist and those which
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will arise in the next decade. It is descriptive and not prescriptive. In a
future report the Council will discuss the policies required to deal with
the problems identified in this study.

6.19.2. The report contains an analysis of the main demographic
features of, and changes occuring in, the rural and farming populations.
Demographic trends have, of themselves, implications for the provision
of services. In addition to the demographic changes, current policy
measures which have implications for living standards in rural areas
are also reviewed. The existing pattern of social service provision and
the particular problems of rural areas are examined. Where possible,
differences in services between urban and rural areas are emphasised.
Finally, the main policy issues emerging from the analyses are con-
sidered.

6.19.3. The projections indicate a continuing national increase in
population which is also likely to be reflected in the stability of regional,
.county or national rural populations. Nevertheless, there will be many
rural areas where population will continue to decline. In the justifiable
anxiety to plan for the needs of a growing population, a danger exists
that the problems of declining rural areas may receive low priority.
While the problems of such areas may differ fundamentally from those
of other areas they are no less deserving of attention. In particular,
cognisance ought to be taken of the problems of the elderly regarding
housing and medical services.

6.19.4. Social policy measures and the provision of social services
for rural areas are only part of a comprehensive set of interventions by
the State in respect of its citizens. Social and economic policies may
have conflicting consequences or may, in certain cases, negate each
other. For example, economic policies which provide incentives for
farmers may be negatived by social policies aimed at a retention of the
status quo. This points to the need for greater complementarity between
economic and social policy and a clearer specification of objectives.

6.19.5. In many respects policy measures have tended to differentiate
between sectors of the economy and sections of the population. The
rural population and more specifically the farming population have
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frequently either received preferential treatment or have been accorded
low priority in policy measures. Consequently, situations arise where
urban and rural populations make unfavourable comparisons between
their respective positions. While it is accepted that in the short-term
different problems require different solutions it is also recognised that
in the long-term the objective of social policy is to achieve the steady
integration of rural and farming populations into a posit.i(.)n in which
they have the same benefits and obligations as other citizens of the
State.

6.19.6. In economic policy, a number of indicators are constantly
used to monitor changes. There also exists a need to develop a reliable
set of social indicators in social policy areas. Policy changes, whether
economic or social, need to be constantly evaluated in respect of their
declared objectives or for unintended consequences. Finally, whi!e
the need for research and planning at a national or regional leve! is
accepted, there also exists a need for research at local level to momtor
changes as they occur and to indicate problems that may require new
policies.

APPENDIX 6.20
THE FUTURE OF PUBLIC EXPENDITURES IN IRELAND
(NESC, No. 20, Prl. 5337, July 1976)

6.20.1. In 1974, the Council decided that the growth in public
expenditure and its economic implications merited deeper study. The
Council, therefore, commissioned Professor J. Wiseman‘and ‘Dr. B.
Stafford to prepare a background study to assist it in its deliberations.

6.20.2. The consultants’ terms of reference were “to analyse the
development of public expenditures in Ireland, over the last‘ ten years
and to use the results to assess and comment upon possnb!e futyre
developments, in a fashion that provides a context for the consideration
of evolving public policy”. Public sector spending can be broadly
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classified into expenditures on the purchase of goods and services and
transfer payments. Public expenditures have to be financed. To finance
the current purchases of the public sector, the real expenditures of
private individuals and firms must be correspondingly reduced. To
finance transfer payments, the consumption and/or saving of some must
be reduced to make possible the consumption (or increases in the
consumption) of others.

6.20.3. The consultants took the years 1963-64 to 1972-73 as their
base period. Over this ten year period, real public expenditure on goods,
services and transfers grew at a rate substantially above that of the
real GNP. As a result, the share of total real public expenditure in
GNP rose from 34-4% in 1963-64 to almost 44% in 1972-73.

6.20.4. In their forward projections, the consultants concentrated
primarily on changes in the claims exercised by public expenditure on
the community’s real resources and only secondarily on transfer
payments. In order to project the growth of public expenditure and its
implications, they had to make their own projections for the growth in
the economy to 1986. The consultants assumed that Government
policy would aim at full employment by 1986, and that this objective
would be achieved. |f output per person employed grew at the same
average annual rate between 1972 and 1986 as during 1963-64 to
1972-73, the achievement of full employment! by 1986 would require
af\ average annual growth rate in national output of around 53%%,
giving a 1986 GNP of £3,300 million (at 1968 prices).

6.20.56. Their next step was to estimate the growth in private invest-
ment needed to generate this growth in GNP. Assuming no current
external deficit by 1986, and after making allowances for net factor
income from abroad and changes in stocks, the consultants concluded
that £2,444 million of the 1986 GNP of £3,300 million (both at 1968
prices) would be available for private consumption and public con-
sumption and investment.

IThe percentage growth in employment over the period 1971 to 1986 was based
on Professor B. Walsh’s population and employment projections, retaining his
assumption of 4 per cent unemployment by 1986. See NESC, No. 5, Population
and Employment Projections: 1971-86, Fabruary 1975,
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6.20.6. The consultants examined the implications of allocating this
residual’’ between GNP and private investment, of £2,444 million at
1968 prices, between private consumption and public sector use on
the following assumptions:
(a) that there would be no change in the trend in public expendi-
ture policies;
(b) that the 1972-73 share of private consumption in national
output would be maintained;
(c) that the 1972-73 ratio between private consumption and
public consumption and investment would be maintained.

6.20.7. Under the first assumption (the continuation of the historic
expenditure trend), of the residual of £2,444 million in 1986, private
consumption would account for £1,706 million and net public con-
sumption and public investment for £737 million—or 51-7% and
22.3% of the 1986 GNP respectively. Under the second assumption
(the maintenance of the 1972-73 share of private consumption in
GNP), the allocation would be £2,304 million for private consumption
(or almost 70% of GNP) and £140 million for public sector uses (or
almost 43% of GNP). Under the third assumption, the allocation would
be £1,910 million for private consumption (or almost 58% of the 1986
GNP) and £534 million for public sector uses (or 16% of GNP).

6.20.8. Under the third assumption, there would be £203 million
less resources available for public sector use than would be required to
maintain the historic policy trend. There are an infinite number of ways
in which the different heads of public expenditure on goods and services
could be trimmed in order to “save’’ £203 million on the “constant
policy” projection. The consultants give one illustration in their report.
in it they apply the “cuts’ on a pro rata basis over the different pro-
grammes. Their exercise is purely illustrative, and the cuts are applied
on a pro rata basis to enable them to avoid passing any judgement on
the relative importance of the different public expenditure programmes.
It is their view (and that of the Council) that any such judgements are
in essence political and can be made only by the elected representatives
of the lrish people. Such judgements can be informed by a clear
statement of the economic consequences of alternative courses of

action.
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6.20.9. The three assumptions set out in paragraph 6.20.6. above
were concerned with the allocation of claims on the community’s real
resources between private consumption and public expenditure on
goods and services (both consumption and investment). Transfer
payments (such as pensions, unemployment assistance and investment
grants) reallocate the existing claims of the private sector over real
resources as between persons and firms in the private sector. In the
“timming”’ exercise referred to in paragraph 6.20.8. above, only the
rates of growth in public expenditure on goods and services were
reduced; the current and capital transfer components of all the ex-
penditure programmes were left untouched, thus allowing existing
redistribution policies to be maintained. Maintaining the historic trend
in policies on current transfers may benefit deserving groups and
individuals; maintaining the historic trend in policies on capital trans-
fers may stimulate investment and growth. Current transfers will
not materially affect the proportion of national resources available for
private consumption. However, they must be paid for by direct and
indirect taxes and weekly social insurance contributions by employers
and employees. The current transfers, therefore, reduce the degree
to which claims over private consumption are exercised directly out of
private earned income and increase the degree to which it is financed
by transfers effected through the agency of government.

6.20.10. In 1972-73, 29% of private consumption was financed by
current transfers to households. Of the projected private consumption
in 1986 (on the assumption that the 1972-73 ratio between private
consumption and public expenditure on goods and services would
be maintained through 1972 to 1986), about 44% would be financed by
current transfers. In the consultants’ view, this presented a significant
problem for policy-makers. In their report, the consultants give one
example of the way in which the growth in current transfers* could be
cut in order to keep the proportion of private consumption financed by
current transfers in 1986 at its 1972-73 level of 29%. As a result of
their “trimming’’ exercise, the allocation of claims over resource use by
private consumption and public consumption and investment is not
affected—total private consumption in 1986 is £1,910 million as
projected under the third assumption in paragraph 6.20.7. above.
The projected increase in capital transfers was not “trimmed’’; it was
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assumed that these were necessary to achieve the growth in investment
required to reach full employment and raise productivity.

S

6.20.11. Again, it must be emphasised that the consultants trimming”
exercise is purely illustrative. The exercise carries no implication of any
kind that any current transfer should be cut or its growth rate reduqed.
The transfer elements in the main expenditure programmes are “trim-
med’’! on a pro rata basis to avoid any judgement. on t.he relative
importance of the different transfer payments..The fntentlon of the
exercise is merely to bring out the order of magnitude involved.

X7

6.20.12. No recommendations are made in the consul.tants' report.
its purpose was not to say what “ought”” to be done to mfluer?c?.t.he
growth in public expenditures, but rather “to set out the pOSS.It.)Illtle"S
in a fashion helpful to those faced with the relevant policy decisions™.

In the consultants’ view:

* .. the size and character of government spending is. .the
outcome of political value judgements and related political
decisions, and these are matters about which reasonablt? people
can reasonably differ. Thus, there is no reason of pr'incl.ple.w./hy
policy-makers should not accept . . . the results of ma.m.taml.ng
present policies’, and yet see no particular Qrpblems or dlffllehleS
arising. This would be so if they were politically syfnpathetlc to
the large implied growth in the claims on connnumty resources
being made by government, if they found politically acceptable
the implied discrimination (in terms of reduced fate of growth)
against real private consumption..., and if they fouqd
acceptable the implied discrimination in favour of the public
financing of private consumption.’’

6.20.13. Howaever, there could be others who will see policy problems
arising— . N
.. if only because, in the absence of deliberate decnsnon§ by
government, they would expect political pressures to res.ult ll"i a
reduction of real standards of provision of some services by

LWith the exception of interest on public debt.

123




default’ .. ., and would regard this kind of ‘inadvertent’ policy-
making as incompetent. But, of course, such people may also
differ with one another about what needs to be done: they will
each have their own priorities about programmes. No unanimity is
to be expected as to which programme growth rates it would be
best to cut. .. There is nothing sacrosanct about the maintenance
of the share of private consumption in community resource-
use ..., nor about the maintenance of a particular degree of
public support for private consumption. There is no God-given
way in which the adjustments needed to reach such positions
should be allocated across the (expenditure) programmes.”
The consultants regarded their “trimming’* exercise, in which pro rata
cuts were applied to the growth in the spending programmes, as an
invitation to others to “do their own crossword”, the rules of the game
having been explained to them.

APPENDIX 6.21
REPORT ON PUBLIC EXPENDITURE

(NESC, No. 21, Prl. 5479, July 1976)

1 Introduction

6.21.1. In 1974, the Council decided that the growth in public
expenditure and its economic implications merited deeper study. The
Council, therefore, commissioned Professor J. Wiseman and Dr. B.
Stafford to prepare a background study to assist the Council in its
deliberations. The Council recommended that the consultants’ study
should be published in full simultaneously with the publication of its
report on public expenditure.

6.21.2. The Council reached the following conclusions on the basis
of the consultants’ analysis:

(a) The 1972-73 share of private consumption in national output
cannot be maintained. Any attempt to maintain the share at
that level would require a drastic cut in real terms in public
expenditure on goods and services.
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(b) The continuation of the historic public expenditure trend
would involve a very severe reduction in the share of private
consumption in national output and an unacceptably low rate
of increase in per capita private consumption.

(c) Any feasible picture for the next ten years will require signifi-
cant cuts in the rate of growth in public expenditure below the
rate of growth implied by the maintenance of the 1963-64 to
1972-73 upward trend in public expenditure.

(d) Any modification in the consultants’ assumptions in order to
make them more “realistic” would on balance strengthen
these conclusions. More realistic assumptions would demand
larger cuts in the growth rate in public expenditure required to
maintain the historic public expenditure trend.

6.21.3. The primary concern of the Council in this report is not yvith
the rapid increases which have occurred in Government expenditure
over the last few years. This growth has been influenced by factf)rs,
some of which it is hoped are temporary, such as the world recession,
the rise in unemployment and rapid inflation. In this report, the main
interest of the Council is in the implications for the economy of the
continuation of the underlying upward trend in public expgndlture. Of
course, the rapid growth in total public spending, both in absplute
terms and as a proportion of national output, has not been peculiar to
Ireland. It has occurred in all EEC member countries, though not to the
same extent as in lreland. It is nevertheless of interest to note the
acceleration in the rise in Government expenditures which has.occurred
in recent years. In the late 1950s, Government current expendlture was
just over 20% of national output, but the proportion has risen !o aroupd
30% by the early 1970s, and to over 40?6 by 1976. Public capital
expenditure rose from about 7% of GNP in the late 1950s to 11 to
12% in the early 1970s, and 14%% in 1976.

i1 The Role of Public Expenditure .

6.21.4. lreland has a mixed economy. The greater part of the nf?tlonal
output is bought by private households, and py enterpr}ses An t:e
private sector to maintain or increase productlvg capacity. At tre
same time, a substantial part of the national output is bought by public

125




expenditure. These public expenditures may be spent directly on buying
goods and services to satisfy “public”’ wants. These may be social or
collective wants (such as defence and law and order) or services (such
as education, health and housing) that could be provided through the
market.

6.21.5. However, the State must assume wider responsibilities for
the efficient working of the economy and the welfare of its citizens.
Government action is needed to encourage private investment by such
measures as capital grants, tax reliefs or the provision of supporting
infrastructure. It is generally accepted in Ireland that the level and
composition of public expenditure and the way in which it is financed
have major effects on the distribution of national output, on the rate of
growth in national output, and on the behaviour of employment, output
and prices in the private sector and in the economy as a whole.

6.21.6. This report is not concerned, however, with the importance
of the role played by Government in the economy—that is accepted.
Rather, the main interest is in the level of public expenditure and its
impact on the economy. This report is concerned with the more general
issues. If more detailed data on the cost and effectiveness of individual
expenditure programmes are made available, it would be the intention
of the Council to prepare a further report in which priorities for applying
cuts in the growth if public expenditures would be indicated.

11l Why the Level of Public Expenditure Matters

6.21.7. Public current and capital expenditure have to be financed.
The money to finance them can be obtained from two main sources:
direct and indirect taxes, and borrowing. It is accepted that public
current and capital expenditure must be financed but again there are
differing views about the relative importance that should be given to
direct as opposed to indirect taxes, and about the extent to which it is
appropriate to use funds borrowed either internally or externally.

6.21.8. If in principle there is no "right” answer to the question:
does the level of public expenditure matter?, a clear answer is now
emerging in practice. The present level of public expenditure (even
when allowance is made for the effects of the world recession) requires
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a level of taxation that is very widely (if not universally) felt to be
excessive, but which nevertheless still leaves a very large overall budget
deficit and a heavy_porrowing requirement. The present size of the
current budget deficit and the amount and terms of public sector
porrowing—the high interest rates and the relatively short periods
within which the loans must be repaid—provide no grounds for hope
that the tax burden can be lightened in the foreseeable future.

6.21.9. There was a squeeze on real disposable incomes between
1964 and 1974—a squeeze that was progressively tighter for the
higher income groups. There is no doubt that the squeeze was further
tightened through 1975 and into 1976. One major pressure for mcreasgs
in money incomes springs from attempts to improve, or at least main-
tain, the standards of living that employees are currently enjoying.
Attempts to maintain real disposable incomes—if not to prevent a
reduction in the rate of growth in them to which employees had
become accustomed—help to explain at least a part of the pressures
for higher money incomes in recent years.

6.21.10. It would appear that the present level of taxation is in-
creasingly felt to be excessive and that any further rise in tax ra.tes
would be unacceptable to those that have to pay them. This is happening
because of the co-existence of high rates of indirect taxation, the
progressive system of direct taxation and a historically high rate of
inflation: together, these have meant many people have suffered a
significant fall in real disposable income in recent years. At the same
time, there has been very little pressure, and very few specific proposals,
to reduce any particular items of public expenditure. In attempting to
explain these inconsistent attitudes, at least four things are relevant:

(i) Until very recently the goods and benefits provided by the
public sector were widely regarded as “free”, and were often
presented as such to the electorate.

(ii) To the extent that the fact was appreciated that public gooc.ls
and services (such as education and health) had to be paid
for, it was assumed that they would (or should) be paid for by
people other than those who mainly benefited from them.

(iii) Direct tax payments that eat into private expenditgre that
would usually be undertaken by working class famllies may
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have contributed to a wider appreciation of the fact that
public goods and services have to be paid for, and

(iv) It can be argued that many of these problems could have been
avoided or eased if taxpayers (and especially those in the
middle and lower income groups) had been persuaded to
think of the “social wage” accruing to them, rather than of
their real disposable incomes!.

iV  Why Government Expenditure has Risen

6.21.11. The four considerations in the paragraph above go some
way towards explaining the simultaneous existence of desires or
demands for more public expenditure and of an unwillingness to
accept the tax rates required to pay for it. However, it is necessary to
dig deeper and to examine how public expenditure could have reached
such a high level that the community is not prepared to accept the cuts
in private expenditures required to keep the overall deficit at a sustainable
level. The problem is not a temporary one that can be explained by the
world recession.

6.21.12. The pressures favouring higher public expenditures lie in
the democratic process, the nature of bureaucracies, the difficulties in
resolving conflicts between Departments, the influence of articulate
(and inarticulate) interest groups, and the limited opportunities that
exist at present for informed public debate on public expenditure and
of its growth and effects. All these may help to explain the very large
number of decisions to increase individual items of public expenditure
which have resulted in the upward trend in the total. It must be em-
phasised that public expenditures have risen because decisions were
made to raise them either explicitly or by default—the expenditure of
public funds must be authorised, and does not (and cannot) merely
happen. Inherent in all these decisions was a preference (if only
implicit) for spending rather than not spending or spending less. This
needs to be said because of the tendency to assume that if something
can be explained then it must be inevitable.

*In broad terms, the social wage is the gross income earned /ess direct and indirect
taxes paid p/us all benefits received both in cash and kind.
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V How Public Spending can be Curbed: Short-Run
6.21.13. A central argument in this report is that the present level of
public expenditure (even when allowance is made for the effects of the
world recession) requires a level of taxation that is very widely (if not
universally) felt to be excessive, but which nevertheless leaves a
very large overall budget deficit and heavy overseas borrowing (which
cannot for long be sustained) in order to help finance it. There is ample
evidence that increases in tax rates to raise more revenue in order to
reduce the overall deficit provoke a defensive reaction by taxpayers, as
they attempt to maintain their real disposable incomes (if not to
prevent a reduction in the rate of growth in them to which they have
become accustomed). When these claims for higher money incomes
are pressed, the competitiveness of the private sector is further eroded
and private sector employment falls. But public sector spending rises
and the overall deficit is not significantly reduced.

6.21.14. The Council does not make any attempt, at this juncture to
specify the particular public expenditures which should be cut or
curbed. However, on one issue there is general agreement: the main
brunt of the adjustment would have to fall on public expenditure, and
it is a function of the Government to effect these adjustments. The
speed with which the necessary adjustments are effected will have
important implications for competitiveness and the future growth of the
economy. If details of the amount spent on individual public programmes
and their constituents were made available to the Council it (despite
the diversity of view among its members) would be in a position to
attempt to reach specific recommendations.

6.21.16. In the short-term, there are a number of difficulties in
reducing (and arguments strongly pressed against attempting to
reduce) Government expenditure. This means that the main emphasis
must be on limiting the growth in current expenditures and improving
the efficiency with which they are provided. When the growth in total
expenditure has to be curbed, productive public capital expenditures
should not be made to suffer disproportionately. If the growth in
public expenditures has to be curbed because difficulties are being
experienced in financing it, there is little alternative in the short-run to

the use of rules-of-thumb.
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6.21.16. The Government has already indicated its intention of
balancing the current budget within three years. Itis necessary, therefore,
to consider how the rate of growth in public expenditure could be
curbed in the years immediately ahead. In the short term, it would be
necessary to study how this could be done. Briefly, this amounts to:

(i) identifying public programmes that could be discontinued or
curtailed;

(it) identifying political objectives that can be postponed;

(iit) identifying public services in which standards (and therefore
costs) can be reduced;

(iv) taking action to improve efficiency, and

(v) ensuring that the net benefit flowing from public expenditure
is concentrated to the maximum extent possible, on those
most in need.

VI Some Requirements for the Control of Public
Expenditure

6.21.17. The Council believes that the suggestions in the above
paragraph point in the right direction, but that by themselves they
would not be sufficient. If the long-run upward trend in public spending
is to be slowed down, the Council believes that further action is required.
First, a strategy for economic and social development is required in
order to create an environment in which agriculture and industry can
grow at the fastest feasible rate. Moreover, the environment should be
one that can bring about an equitable distribution of income and
wealth and greater equality of opportunity. In assessing the extent to
which public sector activities on balance promote faster growth and
greater equity it is necessary to take the net effect of public expenditures
and the way in which they are financed into account. Second, the
Government should have prepared and should publish projections of
the growth in public expenditure on the basis of existing policies, and
projections of the growth in tax revenues on the assumption of no
change in tax rates and structures, each year. In addition, action is
required to improve the efficiency of public expenditure by having the
objectives of each expenditure specified clearly and explicitly.
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6.21.18. In this report, the Council has concentrated on the adverse
effects of the present lgvel of public expenditure on the economy. The
next step must be for the Council to advise the Government in more
specific terms on the particular expenditure programmes whose rate of
growth should be curbed and to what degree. Such advice cannot be
given merely on the basis of the cost of existing programmes and how
this is likely to grow. It must take account also of the return for money
which is being obtained for public expenditure on particular
programmes and of economic and social priorities. The Council, there-
fore, requests that more detailed information about the cost of particular
programmes and assessments of their effectiveness should be made
available to it. When this information has been received, the Council
will, as a matter of urgency, identify the expenditure programmes that
in its view should bear the brunt of the efforts that must be made to
curb the growth in overall public expenditure.

APPENDIX 6.22

INSTITUTIONAL ARRANGEMENTS FOR REGIONAL
ECONOMIC DEVELOPMENT

(NESC, No. 22, Prl. 5407, July 1976)

6.22.1 Until a clearly articulated policy for regional economic
development is available, it is not possible to devise the full range of
institutions that would be needed to implement it. This report is not
concerned with these broader issues, but with a more restricted issue:
namely, to identify the minimum institutional changes that would be
required and feasible, to provide a coherent and effective organisational
framework for regional economic development.

6.22.2 At present there is a wide range of bodies which have responsi-
bility for various aspects of regional economic development. Some of
these bodies have a limited co-ordinating role—for example, the
Regional Development Organisations (RDOs) and County Councils.

6.22.3. The report discusses briefly the effectiveness of the existing
institutional arrangements. Among the main disadvantages of the
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present arrangement are: the lack of a set of integrated regional plans,
and the ineffectiveness of the RDOs—with a few exceptions. The
RDOs are ineffective mainly because: they have not been adequately
supported by all the bodies concerned, they have neither statutory
recognition nor powers, they have not been backed up by regional
executive agencies, there has not been effective co-ardination of the
RDOs from the centre, and they have not been given any specific tasks
to perform. ‘

6.22.4. Itis the Council’s view that, without political involvement, it
will be difficult to make progress towards the development and im-
plementation of regional policies. The report recommends, therefore,
that a Minister should be given responsibility for regional policy. The
selection of a particular Minister is a matter for decision by Government.
The Council would see an advantage in also having a Cabinet Com-

mittee which would be chaired by the Minister responsible, and which .

would include other Ministers concerned with regional policy.

~ 6.225. The report also recommends that a Central Committes for

‘Regional Economic Development be established. This would report to
the Minister with responsibility for regional policy. Members of the
staff of the Committee would be provided from the Minister's Depart-
ment, but staff would also be drawn from other sources as well if
required. The main task of this Central Committee should be to articulate
regionally the national programme which is to be published in 1976,
The Committee should examine the suitability of the existing Physical
Planning Regions, and the feasibility of defining uniform regions for all
activities. The Committee should also prepare a framework within
which the RDOs could prepare more detailed regional plans. Sub-
sequently, the Committee should check the progress which is being
made . in the preparation of these plans. The Commitiee should also
co-ordinate the work of the RDOs.

6.22.6. The Central Committee should examine whether it is desirable
that the RDOs be given statutory recognition, and how the present
functions of RDOs might develop.in the context of a national economic
plan. In any event, the RDOs should be given specific functions, which
~should include: the up-dating. of their reports (prepared in the early
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1970s), and the preparation of detailed plans for their regions in
consultation with the Regional Development Committee and the local
" authorities.

6.22.7 The Central Committee should also consider the future position
of the County Development Teams and their relationship with other
bodies in the regions, and with the Central ‘Development Committes.

APPENDIX 6.23
REPORT ON HOUSING SUBSIDIES
(NESC, No. 23, Prl. 5675, Fobruary 1977)
6.231. This repdrt‘ is candernéd with the effects of the complex of

subsidies, now associated with housing, on the distribution of income.
6.23.2.  The report is divided into six chapters. Chapter 2 deals with

some problems which arise in the measurement of housing subsidies,
and in the estimation of their effects on income distribution. Chapter 3
classifies the various housing subsidies. A wide definition of subsidy is
used, i.e., a measure which affects the relative prices of goods and
services, or which affects relative incomes.

6.23.3. Chapter 4 presents estimates of the aggregate value of
housing subsidies to each tenure group, for each year from 1971-72

to 1975. These estimates indicate the cost of subsidisation to the ‘

State, and are summarised for the year 1975 in Table 6.23A. Thete are
three broad tenure groups. First, there are local authority tenants, who
numbered 113,000 in 1971. In 1975, the total subsidies to these tenants
are estimated to have been £26.2 million. Second, there are owner-
occupiers, which numbered 500,000 in 1971. A distinction is drawn
between explicit subsidies (grants, and subsidisation of loan interest)
and implicit subsidies (e.g. exemption from stamp duty, tax relief, rates
remission). Total explicit subsidies to owner-occupiers in 1976 were
estimated to be £14-8 million, and total implicit subsidies were estimated
to be £30-5 miillion. In addition, one distinct group of owner-occupiers is
comprised of local authority tenants who purchase their dwellings, and
their subsidies at the point of sale were estimated to be £21.0 million
in 1975,
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TABLE 6.23A

State commitment to Housing Subsidies, 1975

Source £m
Subsidies to local authority tenants 26:2
Tax foregone on rent of tenants in rent-controlled dwellings (a) 3-5
Subsidies to owner-occupiers
State and local authority grants for new houses 87
State and local authority grants for reconstruction and repairs 4-0
Subsidisation of building society loan interest rates 21
Cost to Exchequer of stamp duty exemption 43
Tax relief on building society loans 7-9
Tax relief on local authority loans 15
Tax relief on life assurance loans 35
Effect of fixed interest charges on local authority loans 4-3
Rates remission on new and reconstructed houses 6-0
Tax relief on capital gains 3-0
Total subsidies to owner-accupiers (b) 45-3
Subsidies at point of sale to local authority tenants who purchase 21-0
Total subsidies to all households 96-0

Notes: (a) This shows only the tax foregone by the State. Total subsidies to tenants
of rent-controlled dwellings, most of which come from landlords, are
estimated at £10 million in 1975,
(b) There is an implicit subsidy to owner-occupiers which does not involve
a loss to the Exchequer. This arises from the charging of fixed rates of
interest on life assurance loans, The value of this subsidy is estimated at
£3-3 million in 1975.

6.23.4. Third, there were 97,000 tenants in the private letting sector
in 1971, of whom about 50,000 were in rent-controlled accommoda-
tion. The estimated aggregate subsidy to tenants in rent-controlled
accommodation in 1975 was £10 million; the immediate burden of this
fell on private landlords. However, part of the £10 million represented
foregone tax revenue which amounted to approximately £3-5 million
in 1975.
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6.23.56. Chapter 5 discusses household income and expenditure on
housing by tenure group in 1973, and expenditure on rents in 1971.
Chapter 6 discusses the impact of subsidies on some typical individuals,
and shows the present value of certain subsidies.

6.23.6. Chapter 6 contains a discussion of the distributional effects
of the subsidies. The technical term “‘progressive’” is used to denote a
case where the lower the income of households, the larger the subsidy
as a proportion of income; the term “‘regressive’”’ is used to denote a
case where the higher the income of households, the larger the subsidy
as a proportion of income. Among the points made on the distributional
effects of housing subsidies are the following. First, tenants in the
uncontrolled private sector receive no direct subsidies, and spent a
higher proportion of income on housing than householders in any
other sector. On the whole the effect of this is probably regressive,
since average income in the uncontrolled private letting sector is not
likely to be significantly higher than that of other sectors. Second, the
local authority tenant purchase scheme gives a relatively large subsidy
to one particular group of householders. To the extent that the tenants
who purchase dwellings are those with relatively higher incomes—
and this is likely—then the effects of the sales scheme work in a
regressive direction. Third, within the owner-occupied sector, many
of the subsidies are regressive. Fourth, the local authority differential
rents scheme is designed to distribute subsidies in a progressive
manner, and this happens to some extent. However, the somewhat
arbitrary manner in which maximum rents can vary across different
dwellings can limit the progressive effects of the differential rents.
(The rent paid on a dwelling cannot exceed this maximum rent.)

6.23.7. The following are some of the principal points made in the
discussion of policy options. The present range of subsidies should‘be
critically examined with regard to their distributional effects, to determine
what modification would help to ensure that those in greatest need
enjoy the greatest benefits. Such an examination would be more
feasible at present than a radical change to some different aPproach,
such as the introduction of housing allowances. This examinat.non must
encompass all subsidies, since a change in an individual subs!dy cou.ld
work perversely. Some of the present subsidies would merit special
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attention in any critical reassessment. In the local authority rented
sectpr, maximum rents have tended to lag behind economic rents
(defined as loan charges plus maintenance and management expendi-
ture?. There are a number of different options regarding the setting of
maximum rents. The adequacy of the present allowance for maintenance
and management expenses must be queried.

6:23.8. The present policy on sales of local authority houses is
discussed. One. of the aims of the sales scheme is the stimulation of
owr.Ier.-occupatlon. Consideration should be given to other means of
achieving this aim directly—e.g., through additional incentives when
ten.ants move from the local authority sector into owner-occupation
while at the same time retaining the stock of local authority dwellings:
for the achievement of the aims of local authority housing policy.

6.2;3.9. In the owner-occupied sector, certain changes are mentioned
whlcl? could move the present system in a less regressive directiont
Th!s .lncludes policy on tax relief, on local authority loans, and the
building societies’ composite rate. Finally, there is a reference to some
ways of assisting the private letting sector, and for assisting those on
the waiting lists for local authority dwellings.

APPENDIX 6.24

A COMPARATIVE STUDY OF OUTPUT, VALUE
p -ADDED
AND GROWTH IN IRISH AND DUTCH AGRICULTURE

(NESC, No. 24, Prl. 5651, December 1976)

1 Introduction
6.24.1. This report is presented in two parts. Part | of the report
contains the Council's comments. Part |l sets out the consultant’s

repor't in ful!. It was prepared by Dr. John A. Murphy, Department of
Applied Agricultural Economics, University College, Dublin.

6.24.2 .In February 1975, the Council published projections of the
growth in population and the labour force up to 1986. In a subsequent
r.eport, some of the implications of the projections for employment and
living standards were examined. |f employment is to be provided in
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Ireland for the projected expansion in the labour force, then considerable
growth is required in output, productivity and investment in the agri-
cultural, industrial andservices sectors. In order to assess the growth
prospect at a sectoral level, the Council decided to begin by examining
the potential for development in agriculture. This report is the first
stage in the study of the potential for growth in the agricultural sector.
It compares agricultural growth in lreland and the Netherlands.

I Background to the Study

6.24.3. The potential for higher employment and productivity in
Irish agriculture has to be assessed, in the first instance, within the
context of the level of production and the historic rate of agricultural
growth. But international comparisons of agricultural performance are
also relevant.

6.24.4. A low rate of growth in Irish agriculture would be undersirable
for a number of reasons. First, if the economy is to achieve the rate of
growth needed to improve the living standards of the whole community,
then the agricultural sector, which is a relatively important sector of the
Irish economy, must make a greater contribution to the overall growth.
Second, there are implications for the welfare of the farm population.
Finally, a lower than average growth rate for Irish agriculture would
result in a diminishing share of total EEC agricultural output. Any such
reduction in market share would be very disadvantageous, especially
for an industry which still has a considerable degree of comparative
advantage within the EEC.

6.24.5. It was against this background that the study presented in
Part Il of the report was prepared. Its overall objective was to analyse
selected aspects of agricultural growth in Ireland by comparing them
with corresponding developments in a country which has achieved a
high agricultural growth rate. It was felt that such comparisons would
help to highlight some of those aspects of agriculture which had lagged
behind in Ireland and to identify some possible.reasons why progress
has been constrained.

HI The Comparative Study
6.24.6. The country selected for comparison was the Netherlands.
This choice was determined mainly by the fact that Dutch agriculture is
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widely recognised as a dynamic industry showing a high growth rate.
Indeed its growth rate has been the highest in the EEC. In addition,
Irish and Dutch agriculture! are comparable to the extent that the
climatic conditions in both countries are somewhat similar, which in
turn results in a similar type and range of crops being produced. At the
same time, the balance of production between livestock and agricultural
crops is. roughly the same in both countries. In general, the analysis
which has been carried out has focused on developments from 1956 to
1973.

6.24.7. The consultant’s report is arranged in five chapters. The first
deals with the relative importance of agriculture in the economies of
Ireland and the Netherlands and traces the growth rates achieved in
both countries. Chapter 2 seeks to refine the broad inter-country
comparison by focusing on the rates of growth in yields and volume of
particular agricultural outputs. In Chapter 3 the analysis concentrates on
production incentives; the main emphasis is on product prices and the
relative costs of feed and fertiliser, but reference is also made to the
use and cost of capital. Chapter 4 gives a summary statement of the
performance of Dutch and Irish agriculture. The analysis here is confined
to the period 1971-73 and deals with aggregate input/output relation-
ships in the two agricultural sectors. Chapter 5 presents the summary
and conclusions.

6.24.8. The report isolates those aspects of agriculture which display
the greatest differences in performance and growth as between lreland
and the Netherlands. Some of the reasons for the differences are then
explored. The general conclusion was that the level of yields in Dutch
agriculture seemed to be significantly higher than in Ireland. The
greatest differences seemed to occur in the yield of grassland and milk

Throughout the study “agriculture” has been taken as corresponding to farm
production (including horticulture), so that the report contains no comparisions for
either the sectors supplying farm inputs or those processing and distributing farm
products. While such comparisons would doubtless have provided useful information,
especially with regard to the level and trends in employment, the time limits for the
study precluded broadening it to include them. Another area which was not examined
becauss of the time constraints is the differing attitudes of farmers towards ex-
pansion in the two countries.
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yields per cow. In the agriculture crop sector, Ireland’s comparative
position with regard to yields appeared to be considerably better than

~

for grassland. ~

6.24.9. At an overall level, the slower growth in !rish agricultu're
seemed to stem from the relatively slower rate'of lmpro'vement'm
grassland yield and the slower rate of expansion in enterprises which
are labour/capital intensive rather than land intens'lve. Another aSpef:t
of the study, which is of interest, is the extent to yvhlch I?utch farmers in
general received higher value in terms of the prices which they got for
their produce. At an overall level, it is relevant to note that to the extent
to which lrish agriculture were to progress towards the' Du'tchsyst'em
and intensity of agriculture, it might be possible to maintain the Irish
agricultural labour force at or close to its current level.

6.24.10 It is accepted that the results of international corpparisons
must always be treated with caution, especially because of dlfferences
in the definitions that are used. Nevertheless, the" present exercise does
present some interesting pointers for lrish agncultur'e'. in short, the
exercise shows how it was possible for an agricultural industry, not too
dissimilar to lreland’s, to arrange its resources in such a w?y as ?o
achieve a rate of agricultural growth which has been the highest in

the EEC.

APPENDIX 6.25
TOWARDS A SOCIAL REPORT
(NESC, No. 25, Prl. 5706, 1977)

6.25.1. The Council has been conscious for some time of the need
for a document which would chart social change over the last few
decades in this country. This report is an attempt to produce such a

document on a pilot basis.

6.25.2. The measurement of social change is complex and difficult.
Ideally a social report should:
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—measure and evaluate the basic social changes which occur over

time, notably changes in the demographic and employment
structure;

—measure the coverage and extent of social services offered tq
meet social needs;

—evaluate the effectiveness of the services provided, both in termg

of value for money, and their efficiency in meeting the needs they
were established to fulfil;

—teview the policy objectives on which the services are based, in

order to ensure that these objectives and services respond ad-
equately to changing needs;

—evaluate the public expenditure implications of social policies. In
particular, an attempt should be made to assess the extent to
which public expenditure costs fall on different income categories,
and the general re-distributive aspects of fiscal policy and social

policy, and should consider the alternative bases for financing
social development;

—attempt to evaluate the social consequences of those government
policies which are not specifically labelled “social’’;

—attempt to measure the changes in the quality of life and standards
of living enjoyed by the community as a whole and by different
social groups within it. This could probably best be done by the
development of social indicators, and

—inform the public about the developments in social policies, and
in particular in social services.

6.25.3. A social report along these lines could improve public policy
making in two ways: it could highlight social problems, and make
possible more informed judgements about national priorities. Second,
by providing insight into how different measures of national well-being
are changing, it might ultimately make possible a better evaluation of
what State-sponsored (and financed) programmes are accomplishing.

6.25.4. This report is not a “social report” in this sense. The time,
data and resources for such an undertaking are not available to the
Council. It attempts only to cover some of the points raised in paragraph
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i isi i t at the preparation of a social
_above. Since this is the first attemp ' '
6'22': in this country, it must be regarded as tentative—as a basis on
:hich future reports might be developed and improved.

5.5. The report draws together statistics ?nd policy .developmer\ts
§'2 i mber of selected fields. It is divided into 9 sectlops. The first
AR ith population trends both nationally, and regionally. The
deals dwdeals with changes in the structure of employment and related
sl The following six sections examine trends in incomes as Yvell
matter&ds in each of the main social services—health, education,
- e and social welfare services. The period coyered by these
hou§lng varies somewhat, but attention is focused mainly on the last
S‘ecnonsears or so. The final section gives some indication of'dev'elop-
e i\r/\ crime rates. Each of the sections is limited to an examlnatlon of
:;\:ntsstatistical data and the policy developfnents' underlylng therp.
There is no attempt at policy evaluation, either in ecorr\‘omu; zrn _;:
social terms. The Council has already stated elsewhgre thatt ;a'redir\)l e
bility for the assessment of the efficiency and effectiveness of In tividual
programmes can only be done by the Government'De'p?rtmert\.on
cerned, who are the only bodies with all the necessity information.

6.25.6. It is the Council’s hope that this repor-t )Nill bg of varl]ue‘;'r:\i
e;\at;li;\g some overview to be taken of social policies. It is also o$ -

i i i ial policies and the measuremen
hat those with an interest In socl _ of
:heir effectiveness will make suggestions as to how future socia
reports could be improved and developed.

APPENDIX 6.26
PRELUDE TO PLANNING
(NESC, No. 26, Pri. 5741, October 1976)

uction o
:52E|il:tm$his report attempts to draw together the main threads of the

i a
Council’'s work to date on the economy. There is no a;ter::c:nztm ;
short-term forecast for 1976. The problems n'oyv facing the
cannot be solved by demand management policies.
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I Present Problems

6.26.2. There are two crucial elements in the present problems facing
the Irish economy. First, the level of real income demanded by employees
in Ireland has always been too high to enable full employment to be
approached; and the attempts to achieve the level of real income now
demanded by employees will tend to generate rates of increase in
costs and prices that are higher than those occurring in Ireland’s main
export markets and especially in the UK. Given the overall economic
situation and the state of the public finances, there can be little scope
for raising domestic demand by higher Government expenditure and/or
reductions in tax revenue. Even if it were attempted, the growth in
output generated by measures aimed at raising domestic demand would
be small and short-lived, because of balance of payments constraints.
Without significant and sustained growth in output, real income
expectations cannot be met. The attempt to realise these by increases
in money incomes will accelerate the rate of inflation and increase the
already large foreign borrowing. The levels of real income now demanded
and expected cannot be achieved in this way.

6.26.3. Second, the present level of public expenditure (even when
allowance is made for the effects of the world recession) requires a level
of taxation that is widely (if not universally) felt to be excessive, but
which nevertheless leaves a very large overall budget deficit and
heavy overseas borrowing (which cannot for long be sustained) in
order to help finance it. The overall deficit must be reduced. But, for
reasons discussed in the Council's Report on Public Expenditure,
reductions in Government spending tend to be strongly resisted. At the
same time, there is increasing evidence that increases in tax rates to
raise more revenue in order to reduce the overall deficit provoke a
defensive reaction by taxpayers, as they attempt to maintain their real
disposable income (if not to prevent a reduction in the rate of growth
in them to which they have become accustomed). When these claims
for higher money incomes are pressed, the competitiveness of Irish
products (both in the home and export markets) is further eroded.

6.26.4. The economy can get off the horns of the dilemma on which
it is now impaled only through faster economic growth. This growth
must be export-led. Export-led growth is possible only if lrish products
are competitive. They will be competitive only if the growth in money
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incomes relative to the trend rate of growth in productivity is more
favourable here than in neighbouring countries and especially than in
the UK. This is the inescapable pre-condition for faster growth.

6.26.5. It is particularly unfortunate that the country is faced with
its present economic problems at a time when the potential for growth
is greater than at any time during the history of the State.

111 Growth Process -

6.26.6 All activities which use economic resources can be cIassnflgd
into two categories. First, the market sector in which sellers obtain
revenues as a result of voluntary decisions by buyers about how tl.mey
will spend the money at their disposal. The market sectt?r consists
mainly of the private sector—specifically the goods-produc'lng sectors
(agriculture and manufacturing industry). Important publicly-owned
trading activities also fall into this sector. These are .key segtors bc.ac.a.use
the growth in them will generate growth in the major service activities.

6.26.7. Second, the non-market sector consists mainly of pul:flic
sector activities. Those who produce non-marketed output receive
their reward from net compulsory transfers from those engaged in the
market sector of the economy. The market sector can be further sub-
divided into unsheltered and sheltered activities. All exports and all
import substitutes are produced by the unsheltered activitie.s. T!wey have
therefore little or no control over their selling prices, and if Irish costs
rise faster than those elsewhere their profits are squeezed, investment
and employment fall, and firms are forced out of business. Thq s:)heltered
market activities neither export nor have to meet'competltlon. from
imports, so that they are not subject to the same tight c?ngralnts. in
passing on cost increases in higher prices. They sl.ware this .lnsulatlon
from external constraints with the non-market (mainly public) sector.
The economy therefore consists of an unsheltered market. and a
sheltered market sector (in both of which private enterprise Qre-
dominates in lreland) and a non-market sector (which consis.ts mainly
of the public sector). The key to faster and sustained economic growth
lies in the health of the first of these sectors, namely, in the unsheltered
market sector whose main components at this stage in Ireland are
agriculture and manufacturing industry.
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IV Obstacles to Growth

6.26.8. Increases in money incomes are determined mainly by
reference to what the sectors of the economy that are sheltered from
external competition can pay. The strong pressures to maintain the
existing traditional differentials between different activities and
occupations means that these increases tend to be generalised through-
out the economy. In the sheltered market sector, employers can
generally recoup the higher labour costs through price increases. But
in the exposed market sector, selling prices are determined externally.
As a result, the profitability of the exposed market sector is reduced,
some workers are paid off and some firms are driven out of business,
because of the rise in incomes and the higher cost of the services
bought from the sheltered market sector. This applies throughout the
exposed market sector—both in agriculture and manufacturing industry.
This has serious implications for economic growth.

6.26.9. The exposed market sector is the key one in the growth
process. If the profitability of the firms and farms in it is reduced, there
will be less investment and a slower growth in employment. This
means slower growth in the sheltered market activities and therefore
in the whole economy. This largely explains the domestic contribution
to the problems that the economy now faces. These problems could be
made more serious still. To the extent that the rate of growth in public
expenditure is not curbed, the rate of growth in tax revenue must be
raised. Given the relatively poor prospects for economic growth in the
short term, it may not be practicable to avoid increases in taxes. These
are likely to precipitate demands for further increases in money incomes
as employees attempt to maintain their living standards. These demands
will in all probability be granted in the sheltered sectors and similar
increases will be expected in the exposed sector. This will exacerbate
the problems of the exposed sector and thereby further reduce the
prospects for growth in the economy as a whole.

V Policy Options
6.26.10. While there are a number of policy options which might be
suggested, the range of choice and room for manoeuvre are limited.
Under the different policy options, it is the Council’s view that:
—the continuation of existing policies would mean that money
incomes and prices would rise in 1977 at rates faster than those
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likely to occur in the British economy and so there would be little
growth in national output and a further rise in unemployment;

—-a return to protectiorr-might temporarily maintain employment in
the protected industries, but it would work towards reducing
competitiveness in the activities that remained unprotected, and
almost certainly would lower the growth rates in national output
and in overall employment in the medium and longer terms;

—in present Irish circumstances there is little or no scope for reflating
domestic demand by fiscal and monetary policies. Any attempts to
curb the growth in money incomes by restrictive monetary and
disinflationary fiscal policies would exacerbate the difficulties of
the exposed market sector during the period required for such
policies to achieve their objectives;

—the economic effects of devaluation are uncertain and, if beneficial,
would be transient;

—the greater the restraint in the growth of money incomes the
faster the growth in output and employment that can be achieved:
in other words, the quickest way to improve competitiveness is

through pay restraint.

6.26.11. The over-riding objective must be to realise the full potential
for growth of the Irish economy over the next ten to fifteen years. In
realising this potential, the key sectors of the economy are manufactur-
ing industry and agriculture—if they grow, so will national output an.d
employment.! The main obstacle to achieving the growth rate that is
required in manufacturing industry, if progress is to bg made towards
full employment, is that rates of pay are too high in relation tg the value
of output per person employed. As a result, investment ls.re?duced
because profitability is squeezed, more firms are finding it difficult to
sell in export markets and compete with imports at prices which cover
costs, and the prospects for expansion in output and employment hfwe
suffered. The inescapable precondition for faster growth is an im-
provement in industrial competitiveness. This will not be achieved by
the maintenance of existing policies, by protection or by monetary and

1For example, an average increase of about 15,000 new industrial jo.bs.a year
would be required if industry was to make its contribution.w towards acrflevmg full
employment. This would require annual average increases in manufacturing output
very much higher than any achieved in the past.
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fiscal policies. Nor will a permanent improvement in competitiveness
be achieved by a devaluation relative to sterling. The quickest and
surest way to improve competitiveness is pay restraint.

V] Conclusions

6.26.12. The main aim of the 1977 budget should be to achieve an
improvement in the competitiveness of the exposed market sector of
the economy, and especially of manufacturing industry. However, this
would not necessarily be achieved by a shift from current to capital
expenditure: the effect on competitiveness would depend on which
current expenditures were reduced and on which capital expenditures
were raised.

6.26.13. In 1977 the phased approach towards reducing the borrow-
ing requirement must take the form of moderating the growth in public
expenditure or increasing tax rates, or some combination of both.
Increases in the rates of direct and indirect taxation should be avoided,
because they would make the required degree of pay restraint more
difficult to achieve. There is a growing body of evidence that employees
are interested mainly in the behaviour of their real disposable incomes—
that is, in the quantity of real goods and services they can buy with
their earnings after direct taxes have been deducted. An increase in
tax rates is therefore likely to provoke a demand for compensating
increases in money incomes—or for larger increases than would
otherwise have been sought.

6.26.14. It could be argued that employees should think of the ‘‘real
social wage’ accruing to them rather than of their real personal dis-
posable incomes. In broad terms, the social wage is the gross income
earned /ess direct and indirect taxes paid p/us all benefits received both
in cash and in kind from social and other public services. However,
when measuring their standard of living and how it is changing em-
ployees do not identify the social wage, and the concept appears to
have had little effect on their pay expectations.

6.26.15. In 1977, the containment of the Central Government
borrowing requirement must therefore be achieved by moderating the
growth in public expenditure. Unpalatable and unpleasant decisions
will be necessary, and the Council does not underestimate the difficul-
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ties that will arise in making them. However, to the extent that the
community will not accept increases in taxation without seeking
compensation in higher saoney incomes, the burden must fall on the
level of public services provided for the community. The choice lies
between a reduction in real personal disposable incomes and a re-
duction in the volume of services provided by the State.

6.26.16. The main aim of the 1977 budget should be to make the
maximum contribution towards an increase in industrial competitive-
ness. This means that increases in tax rates should be avoided, and
some reduction in the burden of personal taxation achieved, these
being directly related to pay restraint. Further budgetary steps to
improve industrial competitiveness by directly reducing industrial costs
would indeed be desirable. Given the limit set to the Central Govern-
ment’s borrowing requirement, tax increases can be avoided and any
concessions financed only by a larger reduction in the growth of
public expenditure than would otherwise have been necessary. To the
extent that the growth in current expenditure cannot be sufficiently
reduced, the growth of the Public Capital Programme must be curbed.
However, it cannot be emphasized too strongly that the scope for
using fiscal policy to improve the competitiveness of the exposed
sector is very limited. The limit is set by the need to contain (and then
significantly reduce) the public sector borrowing requirement, by the
extent to which public expenditure can be (further) reduced to make
possible at least the avoidance of tax increases and at best some tax
concessions, and by the possibility of shifting the emphasis within
public expenditures towards those which will improve competitiveness.

6.26.17. Recent experience has shown that attempts to increase
domestic demand by fiscal action cannot succeed in filling the gap
left by a fall in foreign demand caused by the erosion of competitive-
ness. Such attempts provide no lasting basis for a sustained expansion
in employment. In a small open economy such as ireland, a precon-
dition for achieving a significant and lasting reduction in unemployment
is an improvement in the competitiveness in the exposed market
sector of the economy.

6.26.18. In this report, the emphasis has been on the policies
available for creating the necessary conditions for faster growth. That
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is why thg report has been entitled Prelude to Plann;

pay restraint to improve competitiveness is aSSu,’;Z’"g' If suffic
stride tovga'rds full employment in ten to fifteen year. . then the firsg
If'competmveness cannot be assured, then the plan r: ¢an be planneg
ywth 'how a declining population can learn to live w-t:St be COncemOti
inflation, and with how those who will not be ab|:3 tStagnation and

Ireland can be trained and helped to find it elsewhere 0 find work i,

fi.2§.1 9. When the basic conditions for growth have be

it will be possible to articulate the structural policies re ui‘::dOStabu.s hed,
and' accelerate it. These policies were described in gegeral D teciltate
National Industrial Economic Council in its Report on Full Eterms Y the
if costs and prices are competitive, these policies will f:‘lpmymem
prqspect of success. If costs and prices are not com etit'ave ore
policies will be able to contribute little towards growth inpthe oo
and more will be expected of them than they can possibly ac:?:v':ao '

APPENDIX 6.27
NEW FARM OPERATORS, 1971 TO 1975

(NESC, No. 27, Prl. 5832, 1977)

1 Introduction

6.27.1. This report is presented in two parts. Part | of the report
contains the Council's comments. Part |l sets out the consultants’
report in full. It was prepared by Dr. Seamus Sheehy and Mr. Aidan

Cotter of the Department of Applied Agricultural Economics, University
College, Dublin.

6.27.2. ' In Febru?w 1975, the Council published! projections of the
growthzln population and the labour force up to 1986. In a subsequent
report, 2 some of the implications of the projections for employment and

‘Population and Employment Projections 1971-86, NESC, No. 5, February 1975.

9_’7J¢)bs and Living Standards, Projections and Implications, NESC, No. 7, June
5.
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dards were examined. If employment is to be provﬁded in
jwing St° rojected expansion in the labour force, then considerable
m"“dfo-”hepuired in oytput, productivity and investment in the
growAl . re'(,::dustrial and services sectors. In order to assess the

n‘:l:u ;fcl;s;;ects at a sectoral level, the Council decided to begin by

ining the potential for development in agriculture.
exam

This report is the second stage in the study of' the potential
6273 h in the agricultural sector. It provides information about the
for growt_ tics of those who are entering farming and of those already
cm:ra"c:r:: \'NhO are enlarging their farms. The information is based on
in 13

he results of a survey of people who assumed or increased management
ol of land between 1571 and 1975.

o Study . .
2271;“ The purpose of the present study was to assemble information

sbout the characteristics of those who have become farrfm Operatprs or
who have enlarged their farms in recent years. Such |nfom:|at|on is
important, particularly as many of those who are now becoming farm
operators will be working and developing the farms of Ireland over the

next generation.

6.215. The survey undertaken for this study was confined to those
who assumed management control of land between 1971 and 1975.
Such new farm operators fell into two main categories—the “new
operators” who became operators in their own right in the period
under review, and “enlarging operators’* who were already established
in farming but who extended their control over additional land by
enlarging their holdings during the period. The sample selected was
from within 13% of all holdings over 5 acres in the State and was
based on the location of the enumerators who volunteered to carry out
the survey and thus was not a random sample.!

The data sought were such that the enumerators could in general achieve an
acceptable degree of accuracy directly from their own or their family’s personal
knowledge of the townlands being surveyed. The approach adopted was novel
insofar as the information collected was provided directly by the enumerators rather
than by questioning the new farm operators. The consultants undertook a number of

consistency tests to check that the information was reasonably representative and
valid.
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6.27.6 The survey identified 602 new farm operators among the
townlands surveyed. The new farm operators consisted of 423 new
operators and 178 enlarging operators. The new operators in
turn contain 345 inter-generation operators, such as sons of previous
operators and 78 intra-generation operators, such as widows of
previous operators. The inter-generation new operators are considered
as the portion of the sample representing the new generation of farm
operators. Of the enlarging operators, 73 had enlarged their holdings
through Land Commission allotments and 105 had expanded their
farms by inheritance or open-market purchase.

6.27.7. In the case of inter-generation new operators, inheritance is
by far the most important method of acquiring management contro!
with only 1 in every 10 doing so by purchase. As regards enlarging
operators, open-market purchase and Land Commission allotments
were identified as two main methods of extending management contro!.
The Land Commission is estimated to account for 56% of all enlarge-
ments; of the remainder nearly 2 in every 3 are by open-market purchase.

6.27.8 Of the total land purchased on the open market 54% was
purchased by people with non-farm occupations (both part-time
farmers and non-farmers) and 46% was purchased by full-time farmers.
The purchasers who had been farming full-time were mainly farmers
enlarging their holdings, but a minority were relatives assisting on
farms who were actually establishing themselves as farmers. The
proportion of all land in the study acquired by purchase! which was
acquired by full-time farmers previously having over 100 acres who
were enlarging their farms was only 17%. A further 19%, however, was
purchased by those new entrants who bought over 100 acres each.

6.27.9. The average age of all new operators was 35-7 years. This
average age is likely to be lower than the age of succession because it
refers to the age of assuming management control rather than the age
of acquiring ownership. This average, however, embraces both inter-
and intra-generation categories. The inter-generation people are
really the new generation and their average age is only 31 years with

'Other than that bought by people enlarging farms.
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57% of them being under 30 years. The age of succession for the new
generation of farm operators is not therefore as high as is usually quoted.

6.27.10. Examination of the consultants’ results for size of holding
indicates a slowing down of the process of enlargement. Data relating
to the extent of enlargement by al// methods show that the smaller
holdings have a far higher chance of enlargement than the larger
holdings. It must be recognised, however, that an increase in the
average size of farms is not in itself a sufficient condition for an increase
in farm output.

6.27.11. The consultants found that only half the new operators in
the study were farming full time before becoming farm operators in
their own right; 26% had not been farming immediately beforehand.
The consultants also investigated the time allocated to farming of those
who had become new operators. Forty-one per cent of the new
generation of farm operators in the country are part-time. The figure
for those on holdings up to 30 acres is as high as two-thirds. The new
generation of farmers is nearly twice as dependent on off-farm employ-
ment as the present generation. The consultants highlight t'h'e strong
tendency for the retention of off-farm employment after acquiring I?pd.
Only 20% of those who had off-farm employment before acquiring
management control of land relinquished their employment to becon?e
full-time farmers. The educational level of all new farm operators in
general, and of inter-generation new operators in particular, is much
higher than that of the present generation of farmers.

6.27.12. The broad change in the use of land associated with the
new farm operators was examined omitting the 1975 changes <')f
operator. In general, the change of operator led to improved use, but in
about 8% of cases the use actually deteriorated. The use of purchased
land and land acquired from the Land Commission improved far more
than the use of inherited land; full-time farmers improved more than
part-timers; and the better educated farmers improved more than the
less well educated farmers. :

111 Conclusion ' ' h
6.27.13. The Council in a recent report listed the main reasons why
it would be undesirable if there were to be a low rate of growth in
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Irish agriculture in the future. Furthermore, in its Prefude to Planning,
the Council has emphasised the crucial nature of the contribution that
agriculture can make to the growth of the economy. The new generation
of farm operators are a critical group in helping to achieve a better
growth performance. The extent to which faster growth can be achieved
ultimately depends on the ability of the people entering and remaining
in the industry. Accordingly, the Council would welcome comments
from farming organisations and other interested parties on the im-
plications of the consultants’ analysis for the choice of policies and
measures to accelerate the growth in Irish agricultural output.

APPENDIX 6.28

SERVICE-TYPE EMPLOYMENT AND REGIONAL
DEVELOPMENT

(NESC, No. 28, Prl. 5841, 1977)

1 Introduction

6.28.1. This report is presented in two parts. Part | of the repor
contains the Council's comments. Part |l sets out the consultants’
report in full. It was prepared by Dr. Michael J. Bannon and Mr. James

G. Eustace of University College, Dublin and Ms Mary Power of Offaly
County Council.

Il The Consultants’ Report

6.28.2. The focus of the study is service-type employment. This
consists of all types of work in the service sector (e.g., in transport,
finance, public administration) together with the ‘‘non-production’’
occupations within the agricultural and industrial sectors (e.g., transport
and financial occupations). While there were 459,000 employed in the
Service sector in Ireland in 1971, in the same year there were 491,000
in “‘Service-type” employment.

6.28.3. Growth of Service Sector Employment: in most countries,
the service sector (the largest component of service-type employment)
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has in recent years accounted for an increasing pr0portior} of total
employment. In Ireland, between 1961 anq 1971, tpe service sector
share increased from 39-5% to 43-5%. Published estimates indicate a
continued increase in the share of the service sector up to 1975.

6.28.4. Service-type Employment in Ireland: between 1961 an.d 1971
there was a total increase of 108,700 in employmen:\t outs:,ade the
agricultural sector. Over 50% of this increase .oc.curred.m servlace-type
employment, of which almost one-third was in industrial services. By
1971, service-type employment in all sectors accounted for 491,000
jobs or 47% of total employment compared with 434,000 jobs or 41%
of employment in 1961.

6.28.5. Within service-type employment in ireland, employment
growth occurred mainly in the industrial, complemgntary and new
services which tend to expand in step with increases in the volume of
production and per capita income.

6.28.6. Growth in White-Collar Employment: the term whi.te-co//ar
refers to occupations such as those in professional, technical and
administrative work. In 1971, white-collar employment was 334,200
or 32% of total employment (compared with 26% in 196j ). Most of the
increase in service-type employment occurred in white-collar jobs.
White-collar employment increased by 60,000 between 1961 anq 1971,
and accounted for 55% of the 108,700 jobs gained outside agriculture
between 1961 and 1971.

6.28.7. Expansion of Office Employment. in 1971 therg were.1 70,000
persons in office employment. Most of the growth in .whne-colllar
employment in lreland, as elsewhere, is due to the expansion of office
occupations. In the Republic of Ireland, office employment ha::: grown
from 12% of the gainfully occupied population in 1961 to 16% in 1971.
There was an increase of 46,000 office jobs between 196‘1 and 1971.
Within office occupations, the higher level categories (i.e. broe!dly
the professional and administrative jobs) expande.d more rapidly
than did the clerical jobs. Most of the growth of office employment
occurred outside public administration and defence.
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6.28.8. Location of Occupations: in the period 1961-71, there was
an increasing concentration of white-collar occupations in the East
region: in 1971, 49% of the 334,000 white-collar jobs were located
there. In the same year, this region accounted for 59% of all office
employment. The higher-level (e.g. professional) office occupations
have tended increasingly to be located in that region.

6.28.9. Projected trends, 1974-86: past trends in white-collar
employment, based on the 1961-71 decade, would result in an estima-
ted 118,000 further jobs in 1986, of which about 105,000 or 89%
would be in office occupations.

6.28.10. The concentration of white-collar employment in the East
region would increase, since its share of the total would rise from 49%
in 1971 to 52% in 1986. Within all of the regions, office occupations
would increase as a proportion of white-collar occupations between
1971 and 1986. The proportion of professional, technical, administrative
and executive occupations in the East region is projected to increase by
1986 to 52%, the proportion in the Mid-West to remain constant

at some 8%, and the proportion in the remaining regions is projected to
decline.

6.28.11. Communications and Location: complex decision-making,
which involves interactions between decision-makers, is principally
confined to the relatively large urban centres. Smaller urban centres are
dominated by routine communications. Many European governments
are currently attempting to relocate complex Public Service work in an
effort to foster regional development and attract private sector decision-
making to regional centres. This work requires a large volume of
communications. In Ireland, relocations have tended to involve routine
work, while decision-making and higher level jobs have continued to be
concentrated in Dublin. The small content of higher-order white-collar
work, especially that engaged in decision-making, in centres outside
the East region adversely affects the innovative capacity and develop-
ment potential of the other regions.

6.28.12.  Summary of Consultants’ Recommendations: the consulta nts
list a number of strategies to reduce the degree of concentration of
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offices in the East region, and to promote office activities in those
regions where there is a dearth of office jobs at present. Any combination
of the different strategies could be used. These alternative strategies
include the attraction to lreland of a greater share of the technical and
managerial functions of foreign manufacturing .concerns. which yvish
to set up in lreland, and the delegation of authority to regional units of
central agencies.

6.28.13. These strategies could be implemented by an agency re-
sponsible for the location of office activities. This agency could tak? a
number of different forms: the consultants recommend an Office
Executive, which would operate within the Industrial Development
Authority. The consultants recommend that, withir.l the context of
existing agencies, the Industrial Development Authority ‘have regard to
office employment creation (as well as employm'er.lt. in goods pro-
duction). The Office Executive should have rgsmnsnbnhtyt among o?her
things, for assisting in, and advising on, public sector office relocatl‘on,
and attracting, to selected centres within Ireland, part of the white-
collar work of overseas organisations.

6.28.14. 1In the short-term, relatively few office centres could be
developed outside Dublin. Widespread dispersal would be very ‘costly
and would be unlikely to encourage the transfer and re!ocat.lon of
higher-level work. The consultants suggest.tha.t reloca.non in the
public sector might serve to encourage relocat!on in the pnv:ate sector.
But they emphasise the importance of providing adequate mfrastrl.Jc-
tural services particularly in communications, in any centre to which
relocation is envisaged.

6.28.15. In order to stimulate the expansion of office ?mp!oymept in
selected centres, the consultants suggest a number of possible incentives.

i1t Conclusions of the Council A o h
6.28.16. In its conclusions, the Council states that a sustained growt

in white-collar employment can be expected only in urban f:entres
which are, by lrish standards, of substantial size. The Council con-
cludes that, while lreland is a relatively small co.untry,‘ there are a
number of reasons why an increase in office work in regional centres
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would be desirable. First, it is Government policy to pursue the develop-
ment of the regions. Second, there is the example of other relatively
small countries which have pursued policies of office development in
the regions. Third, there is the great urban imbalance between Dublin
and other areas. At the same time there is a mismatch between job
opportunities and labour availability in the country. Most of the job
opportunities in white-collar and in office jobs have been occurring in
the East region, but there is a wide gap between job creation in manu-
facturing industry and the appropriate labour supply in this region, while
white-collar job opportunities are limited in other regions.

6.28.17. Despite its importance in the context of regional develop-
ment, service-type employment cannot be promoted in isolation from
other aspects of regional policy. The Council therefore recommends
that the study of the role of service-type employment in regional
development should be referred to the Central Committee for Regional
Economic Development which it had proposed in Report No. 22, for
consideration in the context of regional development as a whole.

APPENDIX 6.29
SOME MAJOR ISSUES IN HEALTH POLICY
(NESC, No. 29, Prl. 5821, 1977)

6.29.1. This report was originally planned as part of the series on the
social policy implications of the population projections published by
the Council in 19751, It soon became clear, however, that considera-
tions other than the projected growth in population were more im-
portant in determining the future development of health policy and
health services. The Council commissioned Mr. A. J. Culyer and Mr.
A. K. Maynard of the University of York to examine some of the major
issues in health policy in this country. Their study is set out in full in
Part Il of the report, and the Council comments in Part |.

6.29.2. Expenditure on health constitutes one of the largest com-
ponents of public spending. In its Report on Public Expenditure®, the

INESC No. 5: Population and Employment Projections 1971-86.
INESC No. 21.
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Council has already set out its views on public expenditure asa vyhole,
and the difficulties of attempting to curb i.ts growth. The dISCUSSI(?n of
health policy which follows.must be seen ln‘the c_ontexi of those views.
In the paragraphs which follow, the (.Zoun.cnl indicates th9se quesltcnions
raised by the consultants to which in its view mqst an.entlon sh.ou be
given. These are not set out in any order of pnonty——!ndeed, given the
links between them, these issues must of necessity be examined

together.

1 The Main Issues

g.)ZS.II;.lang;:?egconsultants emphasise in their report the need fpr planmng
in the health services, so that these will be developed rationally ?nf
efficiently. The Council regards planning for the future develqpmetn od
all services as fundamental to ordered progress and to the effncnend.tanre
equitable use of public resources. The fac! that growth in expendi ur$
on health services may have to be constrained over the nex.i few yela .
is not an argument against planning now. Inc.ieed,. the best time to pha
is when resources are scarce, becau.se this will ensure. thatﬁw eg
resources become less scarce they will be used more efficiently an

effectively.

ggQ.fllgft”gesent, about 35% of the population are covered |l.)y .:h(e’
General Medical Services Scheme, and about 50% !)y the In’;li be|e
eligibility scheme, with the remaining 15% of the p0pulat|or.1 res};:‘on ble
for the full cost of most of any medical treatment they requlre.h lg n;ted
problem with the present system is the complex nature olf t eh(l)mcan
eligibility scheme. There are eight qategones of people wnfu$ion
claim limited eligibility and the comple.::lty o; :h?tn;llzz Ieszceifn t: l(i:'(()ely on
le regarding their entitlement. S :

:(t)\; r::algsy (‘I))Z(::‘;useegf their complexity) are n(.)t adm.lnlsteres umfa(:(r’rir:y
throughout the country. The first. and most !rpme.dlate t.as fteegr " ang
limited eligibility is the simplification and clarification of its cri

procedures.

6.29.5. The second and more long-term task is.to determine t.he
fL.nur.e.nature and coverage of eligibility. There is likely to be an in-
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creasing demand over the next decade for health services which are
f;]ee of charqe for evgryone at the point of utilization. The extension of
:h: present lu.mlted eligibility scheme to the entire population is already

stated aim of the Government. It is desirable that this aim be

b ’

(iii)  Sources of Finance

6.29.6. A. second major issue which must be tesolved about the
health services is the method of financing them. This will be a problem
for future resolution, regardless of whether the health services are
extendgd or developed in any significant sense. There are a number of
alternative methods of financing health care. One is a com, ulsoo
systgm, covering the whole population, which would be ﬁnanzed bry
special contributions; the other major alternative is finance throu IZ
general taxation. The Council believes that a combination of bo%h

6.29.7. The "mixed”’ method of financing the health services does
not prgclude the possibility of imposing charges for some services at
the Ppoint gf use. However, the introduction of charges for specific
servuce_s raises complex issues that merit detailed examinatiorﬁJ The
Council would have reservations about the introduction of such ch.';lr es
aer recommends full and careful consideration of all the issgu '
prior to any.decision being taken to introduce them. Neither should t::
method. of financing outlined above preclude the possibility of volunt
health insurance being continued. However, if progress were maadry
tou{ards making basic health services universally available, it would b:
desura.ble ?o examine whether the subsidisation implicit' in allowin
premia paid to VHI for additional services t¢ be deductible for i o
tax purposes would still be justified. " ineome

(iv)  Control of Expenditure

.6.29h.8. Whatever scheme is adopted for financing the health services
in t. e futt_:re, the. problem of controlling expenditure on the health
se.l'r\'nces will remain. The continuing constraints on public expenditure
will mean that the demand for resources will always be greater than
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their supply. If resources are scarce, some form of rationing is un-
avoidable. It will therefore be necessary to impose some ceilings on
expenditure. The fairest and.most effective way in which to do this is
to have clearly defined priorities which are strictly adhered to.

6.29.9. The medical profession plays a key role in determining the
demand for resources for use in the health services, and in rationing
whatever volume of resources is available to these services. In con-
sidering ways in which health care costs might be contained, attention
must therefore be given to the problem of monitoring the methods used
by the profession and the demands it makes.

(v) Community Involvement

6.29.10. The views of the community at large on social priorities in
health care must be taken into account. Some progress has been made
already towards this through the establishment of health boards. As
these have now been in existence for over five years it would be
appropriate to review their operation in order to establish the extent to
which they fulfil the role of representing the community within the
health service system. The Council also recommends that during the
course of the current review of the role and functions of the National
Health Council, the ways in which this body could be developed to
involve the community in the control and allocation of resources

should be considered.

(vi) Regional Inequity
6.29.11. The main concern in considering the problem of geographical
inequity must be that no-one is denied the health care which he or

she needs simply because of their place of residence.

Il Conclusion

6.29.12. The issues raised in this report are of great importance in
planning the future shape of the health services in this country. Present
economic circumstances place severe constraints on the possibility of
implementing major changes in the immediate future. Nevertheless, the
appropriate discussions and planning should take place now, so that
when resources become more readily available, they will be spent in
the most effective manner. Finally, it is the Council’s hope that the
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publication of this report will provoke constructive debate and dis-
cussion, and that the required research will be undertaken, so that future
decisions about health policy will have a firm and rational foundation.

Il Summary of the Consuitants’ Report

6.29.13. The object of the consultants’ study was to review both
general international trends in health care delivery and spending, and
some of the principal trends in Ireland, in order to identify the kinds of
problems which could face Irish health care services in the 1980s.

6.29.14. Estimates of future health needs based solely on demo-
graphic forecasts are overlaid by a whole set of other variables of a
technical, social and political nature. These cannot be quantified nor
accurately predicted but they must at least be identified so that the
main issues can be spotted before a crisis develops. The major trends
which the consultants identified on an international level, and which
increasingly apply in this country, were the growing popular demand for
universal services free at the point of use, a desire to experiment with
new methods of financing the health services and paying doctors, an
increasing concern about the effectiveness of medical treatment, and
concern about the cost effectiveness of medical procedures.

6.29.16. The consultants paid particular attention to the role of
doctors, not only to the influence on their behaviour of the methods
used to remunerate them, but also to their role in determining the
supply of and demand for medical services. The study argues that, in
essence, the rationing of scarce resources has been left to physicians,
who at the same time have no clear mandate from society as to how that
rationing function should be discharged. This phenomenon is true on
an international scale, and not merely in Ireland.

6.29.16. The second chapter of the study relates the position in
Ireland to that in other members of the EEC. Population trends in this
country differ from those in the rest of the EEC, although there are
some indications that the situation here is changing. In terms of
expenditure on health as a percentage of GNP, Ireland probably spent
at least as much as the UK in 1971-72. With regard to the provision of
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the services, the study shows that this country has a high bed stock,
and a low physician stock in comparison with the EEC, and that the
coverage provided here-appears to be less comprehensive than that
provided elsewhere in the Community. The consultants conclude thfxt
during the next decade, there is likely to be increasing pressure in
ireland to emulate EEC trends by moving towards more comprehensive
coverage.

6.29.17. The third chapter describes the present system of health care
in Ireland. The categories of full and limited eligibility are examined. The
consultants conclude that the criteria used to determine eligibility are
complex and that they may consume considerable resources in their
implementation. They also describe the system of expenditure on
health and the sources of finance. Finally, they examine the stocks and
distribution of hospita! beds, doctors and other medica! personnel, a.md
conclude that, as in many other European countries, the geographical
distribution of health care is somewhat uneven.

6.29.18. The study then examines the problems and pitfall§ of fore-
casting population and the implications for health services. The
starting point used was the population projections made by Professor
Walsh at the request of the Council. No detailed projections or fo.recasts
are made, because of the “imponderables” which exi§t, p.ar.tlcular!y
with regard to medical manpower requirements. The main difficulty is
that there is a lack of analysis of the cost of medical procedyreg and a
consequent lack of understanding of the potential for SubSt.ltl.Jtlng less
skilled (and less costly) manpower and capital for Phystcuans. The
usual difficulties of forecasting are compounded in this country by a
system of care which the consultants think is likely t9 underg.o funqa-
mental and radical change in the 1980s, bringing it more into line
with other developed countries in Europe.

6.29.19. The study then discusses the dilemma‘faciqg both the Ir.lsh
community as a whole and policy makers in particular in the evaluathn
of health services. Increasing public expenditure and greater pupllc
awareness will lead to growing public intervention in.the planning,
regulation and monitoring of the health services. This will involve new
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thinking in lreland, both in terms of financial and organisational
arrangements. If the newly emerging relationships between the State
the public and the medical profession are to preserve the best of the:
present arrangements and provide efficiently and effectively for new
needs and attitudes, then joint thinking about the future patterns of
health care delivery is urgently required.

6.29.20. The third chapter of the study sets out the choices which
must be made in order to cope with the new demands on the health
services, which will arise from changing social attitudes, demographic
changes, economic growth and advances in medical technology. The
choices are presented as a series of questions:

(a) If a comprehensive system of health care is to be introduced,
how should it be financed?

(b) What range of benefits should be included in a comprehensive
system ?

(c) What role will remain for private insurance and private practice
in a comprehensive system?

(d) How will the Government set about allocating resources so
that the maximum amount of “need’’ is met ?

(e) How will equity in the health services be defined ?

(f) How will the technical efficiency of the health service be
evaluated on a continuing basis ?

(9) How will the monitoring of the medical profession be carried
out?

(h) How bes.t can the community be involved in the management
and monitoring of the health care system ?

6.29.21. Answers will be found to none of these questions unless the
objectives of the health services are clearly specified. Even then, the
answers must be sought through the joint involvement of the State
the public and professions. It is only in this way that solutions which,
are technically and economically feasible, and which at the same time

contribute to the fundamental objective of the health services, can be
found. ,
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APPENDIX 6.30
PERSONAL INCOMES BY COUNTY IN 1973
(NESC, ‘No. 30, Prl. 5933, 1977)

! Introduction

6.30.1. This report is presented in two parts. Part | of the report
contains the Council’'s comments. Part Il sets out, in full, the report
prepared by Dr. Michael Ross and Mr. Roderick Jones assisted by Mr.
Eoin O’Malley, of The Economic and Social Research Institute, Dublin.

6.30.2. The data on county incomes show a steady growth in real
income per head between 1960 and 1973. The recession of 1974-75
will have had a different impact as between counties. For example, all
the indications are that, in the manufacturing sector, the East and
North-East regions have been more affected by the downturn in
activity than have other regions. Furthermore, much of the increase in
agricultural incomes in 1973 is attributable to high cattle prices; cattle
prices fell sharply in 1974 but recovered in 1975. The income data for
1973 cannot therefore be taken as giving an accurate picture of the
relationship between the incomes in different counties at the present
time. In 1973 there was a relatively high level of activity, and that year
represents a peak in the most recent economic cycle.

i1 The Authors’ Report

6.30.3. Chapter 1 discusses the nature of county income estimates.
The personal income of a county gives an approximate measure of the
purchasing power of those residing in it. It includes payments received
from outside the county for services which are provided by residents of
that county but which are used elsewhere, and it includes transfers
from the Central Government.

6.30.4. Chapter 2 summarises the trends in incomes since 1960,
shows the rankings of counties by per capita income, and mentions
some of the underlying forces behind the shifts of income which have
occurred. ‘

6.30.5. Chapter 3 contains the estimates of personal income by
county for 1973, together with revised data for personal incomes in
1969. The estimates are given in some detail, including a breakdown of
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income by source. There is a discussion of the trends in the share of
income accounted for by incomes in agriculture, industry and other
sectors.

6.30.6. Based on population data, there are estimates of per capita
income of the counties in 1973. In order to compare incomes in 1973
with those of other years, the estimates of income per capita are deflated
by the rise in the Consumer Price Index in order to express them at
1969 prices. These estimates are given together with revised estimates
for 1969 and estimates for 1960 and 1965, all at 1969 prices.

6.30.7. Chapters 3 and 4 analyse the changes in real income by
source since 1960—income from agriculture, from industry, from other
non-agricultural sources and from transfers. Data on the remuneration
of employees in industry and on remuneration in other sectors are then
discussed. This is followed by a comparison between data on employee
income from the Household Budget Survey 1973, and on income from
Revenue Commissioners’ data. Finally, the authors examine transfers
and other income.

Il Council’s Conclusions

6.30.8. The estimates show that personal incomes per capita in-
creased significantly in all counties, in real terms, between 1969 and
1973. The growth rate over 1969-73 was significantly higher than that
recorded for 1965-69 or for 196065,

6.30.9. There is a persuasive case that the rise in agricultural incomes
resulted in some lessening in relative disparities in incomes per head
between counties up to 1973.

6.30.10. There is great variability among counties with regard to the
proportion of income obtained from current transfers.

6.30.11. If the ranking of counties by income per capita in 1973 is
compared with that in 1960, one feature is the extent to which the
ranking of most counties remains relatively unchanged.

6.30.12. Spread of income between counties: the highest income
per capita in 1973 was in Dublin, namely, £976, and the lowest was in
Leitrim with £684. Over 1969-73, the absolute increase in income per
head in Dublin was less in most other counties, and the proportionate
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increase in income in Dublin in 1969-73 was lower than in any other
county. This is in contrast to the experience of the preceding period
1965-69. To some extent, the trend over 1960-73 has been that
counties with the highest levels of real income had percentage increases
in income which were lower than in other counties. The tentative
conclusion is that there has been a tendency for the relative spread of
incomes among counties to become narrower between 1969 and 1973.

6.30.13. Income by region: the ranking of income per capita by
region has not changed between 1960 and 1973. The highest per
capita income remains in the East region, and the two lowest in the
Donegal and the North West regions. For all regions, there was about
the same rate of increase in real personal income per head between
1960 and 1965 as there was between 1965 and 1969, and subsequently
this rate of growth increased noticeably between 1969 and 1973.
However, in the East region the growth rate between 1969 and 1973
was only fractionally above that in 1965-69. Between 1969 and 1973
there was a reduction in the refative disparities in real income per
head between the East region and the other regions.

APPENDIX 6.31

THE POTENTIAL FOR GROWTH IN IRISH TAX
REVENUES

(NESC, No. 31, Prl. 5840, 1977)

I Introduction
6.31.1. In 1974, the Council decided that the potential for growth in

tax revenues merited deeper study. The Council therefore commissioned
Dr. G. E. J. Llewellyn, Assistant Director of Research, Faculty of
Economics, University of Cambridge, to prepare a background study to
assist the Council in its deliberations.

6.31.2. The Council’s report entitled Prelude to Planning, which has
already been published, draws on Dr. Llewellyn’s analysis and con-
clusions in its discussion of the potential for growth in the Irish economy
and of the structural changes that are likely to accompany faster

economic growth.
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6.31.3. In accordance with its normal practice, the Council, having
examined Dr. Llewellyn’s study, would have drawn conclusions and
made recommendations on the scope for increasing tax revenues by
raising tax rates and/or widening the tax base. However, the Council
will not be able to do so, given the pressure of other work during the
short time available between now and the expiration of the term of
office of its members on 31 December 1976.

Il Background to the Study

6.31.4. The question of the potential for growth in tax revenues is an
issue which is of general concern to the majority of Western Govern-
ments. The pressure on Governments rapidly to increase expenditure
on the provision of goods and services has resulted in the growth in
the proportion of the total supply of goods and services, measured in
constant prices, that has been pre-empted by Government in about
half of the OECD countries. The increasing relative price of most
items of Government expenditure has meant that when Government
expenditure in current prices is considered, the share in GNP rose in
all of the OECD countries, so that a secularly-increasing proportion of
all incomes had to be taken by Governments as tax—whether by social
security taxes, personal income taxes, direct taxes on corporations,
indirect taxes or whatever. While the proportion of Irish GNP that has
been taken as tax has risen over time, the proportion is not particularly
high, judged by the standards of other OECD countries.

6.31.5. In addition to the secular influences that in all OECD countries
have increased the current price share of GNP that has been taken in
tax, two essentially short or medium term phenomena have recently
been responsible in most OECD countries for a sharp increase in
Government expenditure. This increase has not, for the most part, been
accompanied by a corresponding increase in tax revenues. The in-
fluences are (a) the increase in oil prices and (b) the increase in pay-
ments to the unemployed.

6.31.6. The consultant’s examination of the likely evolution of the
main components of Irish tax revenues is undertaken against the back-
ground of the existing tax base and tax rates, and on the assumption
that GNP continues to grow in the future at a rate fairly close to that
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achieved in the past. The examination was undertaken with a number
of caveats in mind: first, that any definition of what constitutes public
expenditure or public sector receipts is necessarily arbitrary and,
because of that, is likely to be ambiguous; second, policy decisions
should be taken with reference to both sides of the public sector
accounts; and third, the principal concern of the policy-maker in
Government should be the net effect of his actions on the economy—
whether they impinge directly on taxation or expenditure should in
general be a matter of subsidiary interest.

11l The Study

6.31.7. There are three distinct ways in which real tax revenues can
increase over time. The first two assume (given real income per head)
that real tax revenue can be increased either by increasing tax rates on
the existing tax base, or by widening the tax base to include additional
items. The first two ways of increasing real tax revenues are considered
in Chapters 2 and 3. The third way in which real tax revenue can increase
is through an increase in the size of the real tax base—in short, through
economic growth. The prospects for economic growth in lreland are
therefore considered in Chapters 4, 5 and 6.

6.31.8. Chapter 2 examines the evolution of the lrish tax system
over the post-war period. It shows that while the dependence on
specific duties on the four “old faithfuls”” (tobacco, beer, Spiri?s
and oil) has been much reduced, nevertheless the dependence is
still fairly substantial. The other taxes which are shown to be
quantitatively important are income tax, VAT and Rates. As regards
the elasticity of tax revenue with regard to real income, the consultant
estimated that total public sector receipts are likely to increase secularly
more than in proportion to the growth in national income, with indexed
tax rates and unchanged coverage.! While there will inevitably be
some error in each of the individual elasticities® estimated, there is a

The elasticity being approximately 1.10. ]

*The individual elasticities (income tax, social security contributions, corporation
tax, beer, oil, spirits, tobacco, motor vehicles licences, VAT, rates, stamp duty, est'at’e
duty and other) were estimated on the assumption that nominal tax rates on specific
duty items are increased in line with the average rate of inflation (as measured by, for
example, the domestic expenditure deflator) and that tax allowances and the higher
income tax rate bands are similarly varied.
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high probability that these errors will at least in part cancel one another
out. On the basis of the evidence of Chapter 2, it would seem that given
indexed tax rates and the present coverage, tax revenues are most
unlikely to increase substantially faster than national income. This
conclusion is somewhat sensitive to the assumption made about the
growth of oil consumption in relation to national income.

6.31.9. Chapter 3 considers the ways in which the tax revenues
could be increased by increasing the rates on the existing tax base, or
widening the tax base to take in more items of expenditure. it is argued
that to increase the rates of the specific duties relative to other duties
would be to increase the relative dependence of the tax system on the
four “old faithfuls™* which, representing as it does a substantial narrowing
of the tax base would almost certainly be a retrograde step. In the
consultant’s view, a better, more general, proposition would be to
increase income tax rates, or to increase the VAT rate. The tax base
could be widened in a number of ways, but quantitatively the most
important would appear to be a payroll tax, or a decrease in the number
of items exempt from VAT. He emphasised, however, that neither
increasing tax rates nor widening the tax base represents a painless way
of increasing real tax revenue. For a given level of national income,
each represents an absolute reduction in the real post-tax income of the
private sector, and may well meet with resistance. Any Government
wishing to increasing its real expenditure, and hence to increase its
real taxation revenues, may therefore seek to do this by increasing the
size of the tax base through economic growth. The second part of the
report considers the potential that the Irish economy has for economic
growth in the future: this turns out to be immense.

6.31.10. Chapter 4 examines the way in which the various sectors of
the Irish economy are likely, on international evidence, to evolve
relative to one another, and hence affect the evolution of the various
tax bases. The policies that could accelerate the Irish growth rates, and
the changes that are likely to be associated with the higher growth
rate that is required, are more likely to be found in the experience of
other countries which have grown faster than Ireland or which have
reached a higher stage of development. In the OECD countries, almost
all of the output of physical goods is produced by agriculture and
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manufacturing industry. In the post-war period in these countries
agricultural output has grown relatively slowly, and the lIrish growth
rate was somewhat below the average. In the post-war period the
output of manufacturing industry grew at a much higher rate than that
of agriculture in all OECD countries, including Ireland.

6.31.11. Dr. Llewellyn’s study shows that in other OECD countries
there has been a close correspondence between the growth of goods
output (that is, of agricultural and manufacturing output) and the
growth in the major components of the services sector;! good indicators
exist for measuring the rate of growth of output in commerce, transport
and communication, and construction in most QECD countries?, and
reasonably satisfactory data exist for Ireland3. The Irish pattern of
structural change has been substantially in line with what would have
been expected on the basis of the behaviour of the other OECD countries,
when taken in conjunction with the rate of growth of the Irish economy,
and the consultant concludes that it would seem reasonable to expect
that the Irish economy will continue to conform quite closely with the
growth patterns exhibited by itself and other OECD countries as it
grows in the future. Any projection or growth stratagem which pre-
supposed a substantially different structural evolution would, in the
light of this argument, need to be subjected to some scrutiny.

6.31.12. Chapter 5 considers the relative contributions to the growth
in output in the different sectors that might be expected from increased
employment and rising productivity. In particular, the labour require-
ment that the various major sectors are likely to experience if rapid
growth is achieved is considered. This is clearly a matter for specula-

1The output of the services sector is usually classified into commerce, transport
and communication, construction, public utilities, private services and public services.

*in almost all OECD countries, agriculture, manufacturing industry, commerce,
transport and communication and construction account for 75% or more of total
civilian employment. The remaining sectors are private and public services. The sub-
sectors cover a very wide variety of different activities and this makes it very difficult to
measure their output and the rate at which it has grown. In practice, as Dr. Liewellyn
states, the measurement of the growth in output is inextricably mixed up with the
concept and measurement of productivity.

3interestingly these indicators have never been used to compile a set of accounts
for GDP by sector of origin in constant prices. This exercise has been undertaken by
the Consultant, in Appendix Table 2 of the Report.
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tion, particularly to the extent that the concern is to achieve
growth that the Irish economy has not experienced in the past.
theless, it would appear that, on the basis of a plausible set of r
ships between output and employment that were derived fro
country relationships, there is enormous scope for growth in
economy as far as the labour supply side is concerned.

would appear that only in Japan, of all the OECD countries, was therg
greater potential on the supply side over the post-war period to date
and the position looks as if it will be similar over the next decade a{
least.

fates of
Nevar-
elation.
M cross.
the Irish
Indeed it

6.31.13. The evidence of the cross-country data, presented in
Chapter 5, suggests that some sectors may well need employment
growth if they are to achieve rapid output growth: this would seem to
apply to manufacturing and transport and communication, where
given normal investment levels employment typically grows at about
six tenths of the rate of growth of output. In commerce, output generally
grows at about the same rate as manufacturing, and so does productivity,
implying in turn that employment needs to grow at about the same
rate in commerce as in manufacturing. In "Other Services”, both
public and private, the rate of output growth cannot be measured with
much meaning, and so it is not possible to talk of employment growth
in relation to output growth. But typically this sector expands employ-
ment, at something like 23% per year on average, in most OECD
countries. In Ireland, the rate has in the past been somewhat more
modest. Agriculture, however, typically loses labour, and this is as
true of Ireland as of any other OECD country—employment declined
in Agriculture in Ireland at 2-5% per year in the first part of the post-war
period, and even faster, at 3-2% per year, in the second part. The
relationship between output and employment in the remaining sectors
(Construction, the Public Utilities and Mining and Quarrying) is less
clear, but these sectors are relatively small employers: in lreland in
1973 they accounted for less than 9% of total employment.

6.31.14. The employment-output relationships for manufacturing,
transport and communication, and commerce sectors, which together
accounted for 40% of total employment and 36% of total GDP in
Ireland in 1973, suggest that typically employment grows at about

170

. hs of the rate of growth of output, given customary investment
six tent turn, this implies. that typically productivity in these sectors
levels- " bou,t four tenths of the rate of growth of output. According

rows alt 3vellyn it is not possible to be sure, and therefore not wise to
1o Dr. Lte;at the;e relationships will persist into the future, but they
assort td to the extent that they do the implication is that in Ireland,
mav. anher countries, the faster output grows in these sectors, the faster
os I o‘}[ roductivity grow. This in turn implies an increase in the tax
tooeme,iapita, and as such represents the one painless way by which
:aéofernment can increase its tax revenue per capita.

6.31.15. Dr. Llewellyn emphasises that there are more necessary
conditions for growth than a ready sypply of labour. In particular, he
emphasises the importance of caplfal in ger.leral, and technology
embodied in necessarily-imported capltal'ln particular, as well z?s such
requirements as entrepreneurship, educational standards,‘ adaptiveness
and knowledge of markets. Further, there is strong evndepce that a
rapid growth of exports has to accompany rapid eqonormc grgwth,
if only to finance the imports that necessarily grow rapldly ina qunckly-
growing economy. For all these reasons, overseas investment in
Ireland looks to be an extremely attractive proposition. In Dr. Llewellyn’'s
view, such investment supplying simultaneously capital goods and
technology, plus knowledge of and access to vital overseas markets
could, if it were forthcoming in sufficient quantity for long enough set
Ireland off on a rate of economic growth that could be towards the
top of the international league. This ought to be easier to achieve than
in large countries, which in order to grow fast generally have to estab-
lish, or increase the size of, their capital goods industries. Dr. Llewellyn
emphasises that all this is speculative. It is necessarily so, if only
because what is being discussed is the possibility of a more rapid rate
of economic growth than Ireland has ever seen. Further, it is speculative
because Ireland is virtually unique in the OECD world in being a small
country with an apparently enormous supply-side potential for growth;
there is therefore no appropriate parallel case to which to appeal.

6.31.16. The main conclusions of Dr. Llewellyn’s study are that there
is only limited scope for increasing tax revenues by raising tax revenues
and by widening the existing tax base; any substantial growth in tax
revenue is dependent on faster growth in national income and output.
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