DOCUMENT RESUME

BD 103 676 ' - CE 003 284
TITLE . Manpower Policy in Ireland: OECD Reviews of Manpower
and Social Policies, No. 15. .
INSTITUTION Organisation for BEconomic Cooperation and
: Development, Paris (France).
PUB DATE 74 :
NOTE 67p.

AVAILABLE FROM . OECD Publications Center, Suite 1207, 1750
_ Pennsylvania Ave., NW, Washington, D.C. 20006

($3.00) 4
EDRS PRICE  MP-$0.76 HC Not Available from EDRS. PLUS POSTAGE
DESCRIPTORS *Administrative Policy; Change Strategies; *Economic

Development; Employment Level; Employment Patterns;
Employment Problems; *Employment Programs; Euployment
Services; *Foreign Countries; Industrial Training;
*Job Development; Labor Economics; Manpower
Development; Manpower Utilization; National Programs;
Policy Formation; Public Policy; Regional Programs;
: e Socioeconomic Influences; Subemployment ’
IDENTIFIERS *Ireland; Manpower Policy

ABSTRACT

The examination of Irish manpower policy is largely
devoted to a consideration of the strategy for economic development
and permanent job creation=--as well as to a study of various aspects
of the procedures and administrative arrangements adopted to attain
these objectives. Attention is drawn to the fundamental imbalances in
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the administration of regional policy, (4) the National Employment
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BASIC STATISTICS

(1972 data unless otherwise indicated)

Population . 3,014,000 (increasing by 0.6 %% per annum in last decade)
Labour Force: 1,117,000 (stationary over last decade)

1971 composition of Labour force:

M ales : 74.3% (participation rate of 15-64 age group 95.7 %)
Females  : 25.7% (participation rate 34 %)

_ Distribution of Employment:-
Agriculture @ 25,5 (decreasing by 3 % per annum)
Industry ¢ 30%  (increasing by 2 % per annum)
Services & 44.5% (increasing by |Y% per annum)
Unemploynient : 70,000 persons or 6.3 % of the Labour force
Gross National Producet: £2,237 million ($5,398.8 million)
Gross National Product per head of population: £ 742
Public Authorities Spending: £538 million
Imports: © £842,6 million ($2,033.6 million)

Exports: £646.7 million ($ 1,560.8 million)

Currency (28 September 1973): £1 = $2.4135 = 10.235 French Francs
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FOREWORD

The examination of manpower policy in Ireland was undertaken by
the OECD Manpower and Social Affairs Committee in 1973 at the request
of the Irish authorities as the fifteenth in a series of country reviews in-
tended to provide an opportunity for all OECD countries to benefit from
each other’s experience, As in all such reviews the country being examined
reaches an agreement vith the specialist examiners appointed by the Organi-
sation on the exact scope of the study and provides them with an expla-
natory statement of its policy development. These examiners were:

Sir Denis Barnes, then Permanent Secretary of the Department of
Employment, London, now Chairman of the Manpower Services
Commission ;

Mr. R. Broadfield, Senior Economic Adviser in the Dept. of Employ-
ment;

Mr. P. Kirstein, Head of Employment Services Branch, Ministry of
Labour, Copenhagen, and

Prof. 1. Stahl, Professor of Economics, National Economic Institute,
Lund Umversnty, Sweden,

In thr Irish examination this statement ot‘ national poltcy was later
communicated to the Manpower and Social Affairs Committee and is now
generally available to those interested on application to the Government
Publications Sale Office, GPO Arcade, Dublin 1 (Title: “ Manpower Policy
in Iredland: Report by the Irish Authorities”).

The examiners held a series of discussions in Ireland in 1972 on various
aspects of Irish policy with the most important organisations of employers
and workers in addition to the various Goversment and official agencies
charged with responsibilities for manpower policy, and tnembers of appro-
priate university and social research institutes. Based on these discussions
and drawing on their own experience, the examiners prepared the report
which forms the bulk of the present publication for the Committee, This
repott was presented to and discussed by the Committee in November
1973 at a meeting attended by representatives of the main national agencies
concerned:

Mr. T. O'Carroll, Secretary of the Department of Labour ;

Mr. 1. Finlay, Assistant Secretary, Department of Labour;

Mr. E. O'Neill, Director, National Manpower Service;

Mr. J. Agnew, Director-General, the Industrial Training Authority;
Mr. J. Dunne, Secretary, Industrial Development Authority ;

Mr. P. Kitwan, Principal Officer, Depattment of Finance.




The conclusions drawn by the Manpower and Social Affairs Committee
from these discussions and adopted at a meeting in March 1974 serve as
an Introduction to the Examiners’ Report.

It will be readily appreciated that the examinations of national man-
power policy undertaken by OECD have not been intended to cover all
aspects of manpower policy or even to lead to a series of reports with
comparable data on identical aspects of policy. The subjects covered have
reflected the main concerns of the country examined and the special areas
of competence of the examiners. The Irish examination was accordingly
largely devoted to a consideration of the strategy for economic develop-
ment and permanent job creation ~ as well as to a study of various aspects

of the procedures and administrative arrangements adopted to attain these
objectives, '




Part One

CONCLUSIONS OF THE MANPOWER AND
SOCIAL AFFAIRS COMITTEE
ON THE EXAMINATION OF MANPOWER POLICY
IN IRELAND
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CONCLUSIONS OF THE MANPOWER AND
SOCIAL AFFAIRS COMMITTEE
ON THE EXAMINATION OF MANPOWER PCLICY
IN IRELAND

INTRODUCTION

The Committee’s examination of manpower policy in Ireland has taken
place against a background of important structural change, not only in
Ireland but also in the interrelationships between Ireland and other coun-
. tries, especially the EEC countries. These developments, with the further
changes flowing from such new factors as the energy crisis, underline the
importance to be attached to manpower policy which has a major role to
play in ensuring that the adjustments to accommodate the new strains on
the economy are made as smoothly as possible. Within Ireland these new
- strains have resulted in part from the rapid growth of employment in the
industrial and. service sectors of the economy leading to a considerable
movement of population out of the west and into the eastern arcas of the
country., However, despite these movements, Ireland can still be charac.
terised as a country with considerabl: reserves of labour in the form of the
unemployed and underemployed and a low female participation rate,

That there should be unused manpower resources in a country, together
with a tradition of large scale emigration, is not an indictment of its man-
power policy or agencies. When such resources remain unused for such a
length of time that the explanation can no longer be found in the difficul-
ties of adjusting the available labour supply to the structure of demand,
there may be need for greater emphasns on other pohcles and instruments
which are designed to increase capacity and raise the level of demand.
In Ireland, even more than in other OECD countries, such an approach
involves a consideration of interconnexions with other countries. The most
important of these for the Irish economy is the United Kingdom, with

which Ireland conducts much of its external trade and to whose capital .

market it has free access. The nationals of both countries have privileged
rights of entry to each other’s labour market (although movement to the
United Kingdom has been mu- i greater than in the other direction). From
the point of view of economic analysis Ireland has displayed some of the
characteristics of a regional economy, a point which may be of significance
to other countries within the EEC when it comes to dnscussnons on furthet
ecottomic and monetary union,

The process of rapid industrial devel opment is of recent origin, Due to
- the country’s political history, it was only ih the thirties that Irish industry
11
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began to develop and it was then largely oriented towards the home market.
In 1959 the first of the programmes for economic expansion came into
effect anc a conscious effort was made to strengthen investment, especially
in manufacturing industry and agricuiture, The development of manpower
policy as an accepted instrument of government action followed in the
1960s, although prior to this there had been a number of policies imple-
mented by various Departments and Agencies covering aspects of man-
power policy. .

The Committee has often had occasion during its examination of
national manpower policies to observe that the development of manpower
programmes should proceed simultaneously and in co-ordination with the
preparation of other plans for economic change, This point has been dealt
with in the second and third economic programmés and r~quires spec.:l
emphasis as Ircland continues its prograrimes of accelerated development
in an increasingly integrated community,

THE OBJECTIVES OF MANPOWER POLICIES

Nutional manpower policies are directed towards two objectives: on the
onc hand they seck to provide each individual member of society with the
possibility of attaining the situation which he conceived as the most ad-
vantageous in tcrms of personal satisfaction from work and real income ;
on the other hand they aim at smoothing the course of economic develop-
ment by promoting the better matching of demand and supply in the
labour market. They are thus a part of both economic policy and of social
policy in the *“‘welfarc” sense of the term. However, this duai role com-
plicates the definition of manpower policy and its reconciliation with
demand management policies for example. A further complicating factor
is the need for manpower policy to be framed in th: light of the best
available analysis of the economic situation. :

CO-ORDINATION OF GOVERNMENT MACHINERY

These difficulties of definition and reconciliation have repercussions for
the composition of the government agencies charged with the design and
implementation of manpower policies and for the relationships between these
agencies and other organs of government. In most, if not all countries,

these relationships are most important when they coacern the contribution -

of manpower policy to discussions and decisions on general economic policy
issues,

The Committee attaches special importance to ensuring that, in draw;ng
up macro-gconomic policy and national budgets, sufficient and timely atten-
tion will be paid to the objectives of manpower policy. This usually re-
quires the cxistence of a Labour Ministry adequately endowed with
expertise, information, and resources. The Committee would not wish to
make recommendations on precise means of ensuting that adequate atten-
tion is paid to manpower aspects of issues. It can, however, state the
general requirement that, in the decision-making process, information on
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the situation ard trends of the labour market has to be made available
together with analyses and, forecasts regarding problems and bottlenecks, -
and estimates of possible remedial measures. To provide this input is
properly within the purview of the arm of government given special respon-
sibility for manpower, and it needs to have adequate resources to be able
to achieve this purpose. :

A large part of this provision of information and analyses ¢an only be
performed if, within the Department of Labour there is a nucleus of staff
engaged on work of research and planning to meet various economic con-
tingencies, The Committee accordingly supports the recommendations by
the Examiners in this respect, noting that these flow directly from the
Council’s recommendation on manpower policy. The Committee has also
noted with interest that various measures are being developed in different
countries to increase the manpower contribution to economic policy dis-
cussions (internlinisterial committees on manpower and employment ques-
tions, as in France, or the institution of a rule that a report on manpower
consequences has to be produced before measures such as the budget are
decided, as in the Netherlands).

Other aspects of economic policy also give rise to comments on co-
ordination. Ireland has done more than most countries to promote a policy
of industrialisation with a scheme of flexible grants and incentives tc en- .
courage firms to settle or expand in Ireland and particularly in the under-
developed areas of the country. The objectives of this policy are to provide
permanent job opportunities in these areas, to raise the standard of living
locally and nationally and to improve the international competitivity of the
economy. This policy is developed by the Department of Industry and
" Commerce and implemented by the Industrial Development Authority and
the Shannon Free Airport Development Company. It would seem appro-
priate that the Department of Labour should have a strong voice in the
work of these bodies so as to stress the importance of the employment
aspects of their developtnent work.

‘“HIVING OFF” VERSUS CENTRALISATION

Problems of co-ordination are increased both in number and com plexity
as the number of units within the govérnment machine increases. A possible
way of reducing these problems is to reduce the number of units. Some-
times this can be done by merger, but another approach is to *“hive off "
various services to subsidiaries under the general guidance of a Central
Governntent Department, When this takes place the *“ hived off” service
is given a degree of autonomy provided that it follows the guidance given
by its parent Ministry and keeps within the budget allocated to it on the
recommendation of the Ministry, :

The criterion which has been put forward by the Devlin Committee
in Ireland for deciding whether or not to hive off a service is whether or
not the function is one of policy-making or of policy e¢xecution, The first
is considered to be an essential prerogative of central government, Executive
services could be removed from the government service when this could be
seen to be in the publi interest because of the advantages resulting from:




(@) greater flexibility in expenditure «within approved budgets;

(b) greater freedom to develop services to meet the needs of the
*customers™;

(¢) possibility of recruiting staff otherwise than as permanent civil
servants;

(d) freedom from complex procedures arising from detailed parlia-
mentary control,

In the areas covered by this review of manpower policy there are two
services which are fully hived off — the Industrial Development Authority
(with SFADCO as its agent for the mid-West region) and AnCOQ, the
Industrial Training Authority - and one which has some degree of auto-
nomy, the National Manpower Service (NMS), but which remains within
the Department of Labour. The advantages in establishing the IDA as an
independent agency (although subject to some strict financial controls) are
evidently that inis facilitates negotiations with potential employers and
speeds decisions on makir 3 incentives available, A possible disadvantage is
that the IDA might be so large and experienced in its own area that the
supervisory Ministry has difiiculty in exercising its ‘role as policy-maker.
For AnCO an advantage it derives from its status is that it is more easily
able to discuss firms' training problems and advise them if it is outside
the government machine. The fact that its controlling council is tripartite
must be of advantage in securing general acceptance of its policies. It
would also hope to. benefit from being able to recruit staff on terms com.
parable to those found in industry. Given the close interconnexions between
the work of NMS and AnCO there are disadvantages in not giving the
NMS the same degree of autonomy, a point which the Irish authorities are
considering as the NMS' gradually expands to its full operating strength.

The Committee considers that Irish experience with *hiving off* is
instructive for those countries which have not yet created this form of
administrative structure or have not been satisfied with results., To some
extent the undoubted achievements of both the IDA and AnCO can be
attributed to the resources made available for what have been recognised
as high priority objectives. But a part at least of this success can also be
attriuted to the flexible approach which hived off agencies can adopt.

An aspects of this process to which the Committee.suggests particular
attention should be given is the organisation of hived off services at the
local level. It must, of course, be understood that functionally hived off
services ordinarily have regional organisations which co-ordinate their work
within the individual regions. In Ireland the IDA, AnCO and NMS have
regional offices which co-operate formally in various committees and also
informally. The issue is whether this form of co-ordination is the most
effective or whether devolution of a wide range of executive powers to a
regional body is a better approach. SFADCO has some features of such a
service within the Shannon Airport area. Other examples can be found in
countries such as Sweden where the regional labour market organisation
has responsibilities for a wide variety of nwasures to correct imbalances on
the labour market hy temporary and permanent job creation as well as by
measures to adapt labour supply. The trend in the United States to make
states and cities the vehicle for designing and delivering manpower program.
mes can also be viewed in the same light.

14
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THE ROLE OF THE SUCIAL PARTNERS

The Committee has always recognised the need to ensure that problems
of co-ordination with the social partners are resolved at an early stage in
the elaboration and application of manpower policies. There are evident
advantages in ensuring that their legitimate interests are safeguarded so that
unnecessary discussion and opposition are avoided. There is also the point
that by generating debate with the social partners at an early stage it is
possible to focus on the basic issues and long-term objectives of policy.

. Ireland has been at least partially successful in its . attempts to develop
satisfactory means of consultation as far as AnCO is concerned. Its tripat-
lite representation at sector and local levels appears to have helped to
secure general recognition  of the importance of training in Irish manage-
. ment and labour circles. The IDA, which reports to the Ministry of
Industry and Commerce, rather than to the Minister of Labour, has so far
managed with less formal contacts with the representatives of organised
labour. As regards the whole range of economic and social policy, the
Irish authorities are making efforts to secure a greater sense of commit-
ment on the part of the social partners and a betier opportunity for dis-
cussion of objectivas and means of attaining them, through their represen.
tation on the Nauional Economic and Social Council which has recently
been establi-h~+ bv the Government (replacing the defunct Nationa! Eco-
nomic Councl,.

The Committee cons-. s that in order to obtain the required degree
of co-operation and understanding, it will often be necessary to entrust the
social partners with greater responsibilities than simply providing advice or
acquiescing in initiatives taken by government. Accordingly, it welcomes the
_action now being taken to provide a forum where employment problems
can ge related to other economic and social problems and so'utions can be
sought, : '

THE INSTRUMENTS OF MANPOWER POLICY

So far these conclusions have been concerned with the organisational
framework for the implementation of manpower policy. Now it is appro-
priate to consider some of the ways in which manpower policy has been -
implemented in Ireland.,

PERMANENT JOB CREATION

The White Paper on Manpower Policy stated that *the steps taken
by the Government to promote economic growth in all sectors of the
economy have, as one of their primary aims, the attainment and maine
tenance of employment on the highest levels practicable ', The second and
third economic and social development programmes also stressed the priority
of enabling all who wish to achieve thei full potentiai in work to do so.
The main brunt of employmentecreation activity has, of course, been borne
by the IDA which has been provided with greater resources than all other
manpower policy agents together,

15
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Although unemployment has always persisted in the country, the IDA
has not supported plans for labour-intensive industrial development indis-
criminately, for this would have accentuated the population and industrial -
imbalance — too much in the east, especially round Dublin, in relation to
the west, So the IDA has developed a flexible scheme of grants in which
a number of factors are taken into account including: number of jobs
to be created both directly and indirectly; their quality; the stability of
émployment: contribution to exports; and dependence upon raw materials
available in Ireland. Three main criticisms can in principle be levelled
against such a highly flexible scheme. First, despite its flexibility, until.
recently it has concentrated on encouraging industrial development on the
basis that creation of service employment would follow more or less -
automatically, Services can, however, offer considerable possibilities of good-
quality labour-intensive employment in such fields as data-processing.
Second, the emphasis on factors such as the contribution to exports and
dependence on Irish raw materials may distract attention from the primary
aim which is to make full use ~f (to quote the third Programme) * the
nation's richest and most diverse asset” = its people. It could be argued
that a regionally and, if necessary, occupationally differentiated scheme of
employment premiums might, for -a given injection of funds, lead to a
greater incentive to increase employment. The third main criticism related
to the possibility that a very flexible scheme could give potential employers
scope for resorting to strategems and pressures to maximise their scale of
grants,

The Committee has been impressed with the defence of the Irish
authorities that, despite the theoretical force of these criticisms, the second
and third at least are largely inappropriate in the Irish context. It also
" notes that the IDA are now taking measures to encourage service employ«
ment in Ireland. The Irish authorities have contended that the first criterion
taken into account.in assessing eligibility for grant is a realistic estimate
of the number of jobs to be created. Only when this has been agreed is
there any consideration of the various other factors which are acknowledged
to be important. Grants are made refundable if the estimate of employment
to be created turns out to be inaccurate. As part of the measures to pre-
vent employers using undue pressure to obtain favourable terms, the
approval of the Government has to be obtained before aid can be granted
in excess of £350,000. . ' '

The advantages which have been claimed for a system of capital grants
rather than an empioyment subsidy can be summarised as follows: :

- capital grants, being fixed, once-for-all sums, are attractive to the
potential employer because of the initial liquidity they provide at the
start of his operations and their clear-cut financial nature ;

- employment subsidies, to be effective need to be given on a con-
tinuing basis (e.g. 7 years in the United Kingdom, two and a half
years in the Swedish scheme) and can become an open-ended
commitment,

The advantages of an employment subsidy are:

-~ the subsidy can be varied to encourage the employment of specific
groups of employees such as trainees, older workers, handicapped
persons, or employment in specific industries or occupations ;
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- because the subsidy is not a once-for-all puyment but is given over
a long period, it can be expected to - stabilise employment in the
recipient firms at a higher level with consequent multiplier effects
in the whole surrounding reglon;

- an employment subsidy is an incentive to an existing firm to increasc
employment and output using its existing plant more intensively;
and to a business whose capital requirements are low.

The Committee has noted that Ireland is one of a growing number of
countries using a scheme of capital grants based primarily on the expected
employment effect, Obviously different methods can be used to create
employment for special groups or special arcas. The Committe suggests .
that all countries review the appropriateness of traditional schemes in the
light of changing circumstances and new experiences in various countries
working with different methods of stimulating employment and development.

EDUCATION AND TRAINING

The Committee wishes in this connexion to recall that its examination
of . manpower policy has not been comprehensive; a selection of topics
has had to be made for reasons of good management of resources and the
need to complete the examination whilst its findings are relevant to current
problems. For these reasons and because relationships between the education
system and employment (and employment-oriented services) are to be the
usbject of extensive work in OECD in the ncar future, the Committee will
confine itself to some general comments on this fundamental problem. One
of these is the fact that the relationship between education and employment
is a general problem within most, if not all, countries hence the importance
it assumes within OECD. As regards relations between education and
training, efforts at reforming or modernising the one must be accompanied
by development of the other. This requires exchanges of plans and expe-
riences between the different agencies concerned so as to achieve a recon-
ciliation of policies and programmes. The same is true as concerns the
relation between efforts and methods in the development of education and
training programmes for youth and for adults,

MANAGEMENT TRAINING

The need for an active manpower policy emanates to a great extent
from the fact that manpower does not respond speedily to changes in
market conditions. The reasons for this can be found partly in inherent
differences in natural capacities, partly in temperament and scale of values,
partly in lack of information, costs of moving house or acquiring adequate
skills, but also in acquired skills and habits which are difficult to change.
The fact that prior to the passage of the Industrial Training Act in 1967
Irish firms were reckoned not to be doing sufficient training, is a reminder
that the slowness in reaction to market changes referred to above applies
as much to employers as to employees and points to the important place
occupicd by management training in an endeavour to increase the rate of
economic development, .




Obviously the necd for this form of training is greater in a country
where the average size of firm is small and where industrial development
is largely of recent origin. The 1967 Industrial Training Act entrusts overall
responsibility for training at all levels in industry and commerce to AnCO,
but it is the Irish Management Institute which, in practice, provides
management courses. As the Institute is controlled and largely financed by
independent businessmen and firms it is evident that there could be possi-
bilities for differences in priorities between it and AnCO. Close co-operation
will continue to be needed to ensure that the standard of management
training keeps pace with the rising needs of the whole- economy, especially
its most rapidly expanding sectors (without, of course, mushrooming into a
growth industry in its own right, as has threatened to happen in some
countries).

INDUSTRIAL TRAINING

AnCO encourages firms' industrial training efforts through a system
of levies and -grants differentiated by broad industrial sectors. This is
similar to the system adopted in the United Kingdom with the Industrial
Training Boards and has the advantage that it makes firms in the industries
subject to the levies anxious to provide a satisfactory level of training if
they wish to obtain the refund of their levy.

As long as the expectation of higher productivity as a consequence of

a better trained staff is an inadequate incentive on its own to employers,

some system of grants or subsidies will be needed. This could be financed

cither out of general taxation or by a differentiated tax on an industry’s

wage bill. The Committee suggests for consideration that while the levy/

grant system is still a useful weapon it may not be altogether appropriate

- in jts present form as a technique for financing the long-term solution to
Ireland’s industrial training needs for the following reasons:

(a) small firms are exempt from levy because of the additional ad-
ministrative burden it imposes on them and on AnCO (though
they may “opt in”’ voluntarily) yet small firms employ a high
proportion of the non-agricultural labour force ;

(b) after levy/grant’s initial salutary shock has worn off it may tend
to be regarded by employers as an example of well-intentioned but
misguided government interference and lead to a hardening of
attitudes against AnCO's efforts to provide a training guidance
service. '

In addition to the levy/grant system of encouraging training, AnCO
also operates its own training centres (9 at the end of 1973 with an annual
through-put in the region of 3,000 trainees) at which apprentices can be
given a first year of off-the-job training and adult workers can be trained
for a variety of semi-skilled occupations. After long negotiations with the
unions, agreement has been reached to begin training at one centre up to
skilled level, There is an ambitious programme to treble the number of
training places and reduce the length of courses so that by 1977/8 through-
put of trainees will have almost quadrupled. The Committee endorses this
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dual approach to the problem of increasing the output of trainees and
points out that the application of employment subsidies to trainees already
referred to above, may enable a reduction in the length of training courses
to bé more readily accepted by employers.

The need for more but shorter training is underlined by a number of
factors which, although common to most countries, are of particular im-
portance in Ireland:

until now the numbers leaving agriculture have not been matched

by those availing themselves of training courses, Many have emi-

grated rather than seek alternative work or undergo training at

home., As it is an objective of government policy to reduce ine

voluntary emigration, there will be a need to design courses which

will enable these persons to make a smooth transition out of .
agriculture; . :

as industrialisation develops in importance to the national economy

and in technological content, the need for training will increase in

old and new skills;’

government policy also seeks to increase the opportunities for women
to participate in economic life to a greater extent than hitherto
(Irish female participation rates being amongst the lowest in OECD
countries) but the number of women being trained by AnCO centres

‘remains very small. Relatively short training courses would be

attractive to them

existing apprenticeship schemes are of long duration in relation fo
the level of skill aimed at. For this-and other reasons they are
unlikely to be satisfactory as a sole source of supply of the skills
needed by the expanding economy. The institution of shorter training
courses for adults would strengthen the arguments in favour of a
parallel reduction in length of apprenticeship ;

ready availability of trained workers can be as important an induce-
ment to a firm thinking of establishing or expanding in Ireland as
capital grants,

Various aspects of Irish training schemes can be pointed out for study
of their possible relevance in other countries:

I,

4.

training centre programmes can be geared to the particular needs of
individual companies in addition to the needs of industry as a whole.
Under this scheme truinees are released for special coutses in AnCO
centres, and are paid wages by the emplayer during training. The
employer also pays AnCOthe costs it has incurred ;

. Mobile training units have been set up to provide short courses in

areas affected by redundancies and unemployment. Six units with a
limi;ed capacity (180 places) were being operated by the end of
1973,

persons who are not up to the educational standard for existing .
coutses have been given the opportunity to undertake short induc-
tion courses to bring them up to this standard (1,500 people
attended special courses of this type in the summer of 1973);

from July 1973 the scale of allowances of trainees was increased to
give them a substantial lead over those on unemployment benefit.
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THE EMPLOYMENT SERVICE

The NMS is in the process of being established to provide a high-
quality placement service. To do this it needs adequate resources and the
co-operation of all other agents operating in the manpower field, cspecially
employers and employees. Because demand for labour is not evenly spread
throughout the country it has seemed wise to develop the service gradually,
starting from thosc centres where its value could be most easily demon-
strated in terms of cutting down the time spent in looking for suitable jobs
and improving the selection of candidates offered to an employer.

Placement cannot be developed as a service on its own; it has to be
accompanied by other activities if the NMS is to fulfil its role as a man-
power agency serving individuals and contributing to national economic
development. It must therefore provide a national vocational guidance and
counselling service which in turn presupposes the possibility of assessing
the customer’s needs and relating them to good information about actual,
and forecasts of potential, developments on the labour market. The provi-
sion of these is partly a question of contacts and co-ordination with other
bodies suck as AnCO and the IDA, and partly a question of resources
to obtain the necessary basic information. The NMS is making use of its
staff in the regions to obtain some of this information, a course of action,
which also increases their possibilities of contacting employers and winning
their confidence. But this is not likely to lead to a very consistent coverage
of all aspects of employment and the Committee suggests that it may be
necessary to devise additional sources of information, More important than
that is the need for the NMS to have access to a rescarch and planning
unit, which could be charged with analyses of tendencies and forecasts of
developments on the labour market so that the strategies and priorities of
all manpower agencies can be adequately co-ordinated.

The Committee’s examination of Irish manpower policy has shown
that it is being used to support economic development chiefly through
measures to stimulate demand for labour by the industrial development
programmc and to improve supply through the encouragement of training
and the provision of an improved employment service. At this stage of the
country’s development it seems that greater resources now need to be
devoted to strengthening the machinery for planning and co-ordinating
these cfforts and for preparing for the problems which will arise as Ireland
progresses towards a state of full employment. Pleas for increased resources
are likely to be best reccived by Government (and the public generally)
when assurance can be given that they will in fact have a high pay-off
for the economny. This indicates a nced for further public discussion and
explanation of the role of manpower policy.




Part Two
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I

ECONOMIC BACKGROUND
AND THE ROLE OF MANPOWER POLICY

GENERAL PROBLEMS OF LABOUR MARK ET POLICY

1.1 As an introduction to our examination of the main objectives and
operation of Irish manpower policies it is appropriate to consider some
general features of manpower policy as a background to the discussion of
our report in the OECD. The reason for certain economic policies of
governments - including manpower policies - in a market economy where
the allocation of goods, services and factors of production is determined
by the price mechanism, is that governments aim to modify or compensate
for the results which would follow in the absence of government inter-
vention. Government economic policy can thus be evaluated in terms of
the objective of adjusting or compensating for what might be described as
different types of market * failure .

1.2 A basic problem in identifying the market * failures’’ towards which
labour market policies are directed is the extent to which labour and other
markets in goods, services and factors of production are inter-related, As
the labour market occupies a central position in any economy - with labour
as a primary factor of production typically generating about 75% of the
total value of production - it is obvious that failures in the labour market
will have a serious impact on the functioning of the economy as a whole.
Conversely labour market policies will have a great influence on economic
variables relevant to a broad macro-economic policy framework, Labour
market policies can be used to alleviate problems such as unemployment
which may not be caused by structural failures-in the labour market,

1.3. The market failures of significance in relation to the labour market
policies can be divided into two main groups. The first group embraces
the problems of instability at the macro-economic level, related to uncer-
tainty and expectations in the goods, factor and credit markets and -the
downward inflexibility of money wages. The second group of problems
concerns the internal working -of the labour market which is characterised
by special features such as heterogeneity — a circumstance which creates
high transaction costs and would lead one to expect a theoretically im-
perfect pricing and allocation situation, The creation of employment services
and similar organisations, aids to training and mobility are attempts to
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overcome this transaction cost problem and to alleviate the lack of infor-
mation, uncertainty and financial problems which prevent the achievement
of optimal individual investment in human capital. These two types of
market failure to a certain extent correspond to another distinction often
used in the analysis of labour market problems, namely the unemployment
created by overall demand deficiency and unemployment created by
structural factors.

1.4 A theoretical analysis of causes of the imperfect functioning of the
labour market is vital for the selection of appropiiate policy measures.
Where the basic problem is one of deficient general demand, the appro-
priate policies are economic measures such as increased Government or
private expenditure via changes in tax rates or the money supply or pos-
sible exchange rate adjustments. If the .imperfect working of the labour
market is primarily due to structural causes, general measures of this kind
will tend to intensify pressures in already tight sub-markets without having
significant effects on unemployment in the depressed areas or occupations.
The appropriate remedies for these structural problenis will be selective
measures such as retraining or relocation of the work-force to specific
arcas or activities. :

1.5 This distinction between the role of general economic or manpower
policies is widely used in the debate about general versus selective man-
power measures, It is necessary to set out these principles as a preliminary
to analysing the use of manpower policy in a particular national environ-
ment in order to deal with key issues such as whether permanently high
unemployment is explained by structural or general causes and hence
whether highly selective measures are really the appropriate policy meacures
or primarily a substitute for inadmissible or unpopular gencral measures.

. 1.6 Before moving on to the specific characteristics of the Irish economy,
one further aspect of the use of general and selective measures should be
mentioned. By definition, general measures, such as intere:: rate: changes,
treat all firms or individuals equally, whereas selective measures, such as
individually determined training grants, are discriminatory in the sense that
individuals and firms are not treated equally. A discriminatory policy may
be judged necessary to achieve desired goals, but it will inevitably cause
administrative problems as considerable room is left for bargaining and
negotiation between firms (and individuals) and Government authorities.

THE BACKGROUND TO IRISH MANPOWER POLICY

1.7 The preceding discussion of the potential use of manpower policies
for the alleviation of imbalances in the labour market forms a back-cloth
on which to identify the principal characteristics of the Irish labour market
and comment on the-scope for the use of active manpowet policies to deal
with Irish manpower problems.

1.8 ° An outstanding feature of the Irish labour market has been the
relatively high level of unemployment — as measured by the live register ~
over the last decade, Table | below summarises the relevant data:
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Table . LABOUR FORCE AND UNEMPLOYMENT IN lRELAND

1961=1971
1961 1966 1971
Labour force (thousand) .....ovcvvciniiiiiiinniiiinnn, 1.090,2 1.110.6 1.133.3
Number unemployed (thousand) .....oooooiiiniiniinns 55.6 52,2 68.0
Rate of unemployment (per cent) .....oiviiiiniiiinnn, 5.1 4.7 6.0

The use of a live register system for estimating the size of the poten-
tial labour force rather than the labour force survey method, will tend to
underestimate the numbers of women and young people and perhaps
introduce an upward bias for older men due to the requirement to register
in order to receive unemployment benefit. A study of participation rates for
women confirms the impression that there is a considerable untapped pool .
of potential female labour in Ireland. In 1966 the participation rate for
married women was 5.3%, and a similar estimate for all women between
the ages of 14 and 64 would indicate a participation rate slightly above
30%, compared with about 50% for a country such as Sweden. Special
features of the Irish family situation such as the large number of children
per family and the importance accorded to a woman’s role in the home —
explain this phienomenon in part, but the low participation of married
women in job opportunities is probably also explained by the severe em-
ployment situation as well as traditional moral and social values. There is
evidence also of underemployment in the agricultural sector which employs
about 25% of the labour force but coutributes only 15% of total GNP.

1.9 A second feature of the Irish labour market is the continuing high
level of emigration. During the period 1961-71, net emigration from Ireland
totalled 130,000 persons, most of whom went to the United Kingdom.
Emigration has taken place mainly from the 19 to 24 age group, leaving a
low percentage of the domestic population in the active age groups. There
were no legal obstacles to mobility between Ireland and the United King-
dom throughout this period, and the fluctuations in emigrant flows whick
have occurred appear to result largely from change: in the employment
situation in the United Kingdom. Thus the decrease in emigration in 1972
was probably due to the then depressed employment conditions in the
United Kingdom.

1.10 The problem of Irish emlgratlon is often discussed in terms of volun-
tary vs. involuntary migration. Although the terms are far from precise
they are similar to a “pull” and “push” concept. Migration of the pull
type is caused by wage differentials between employment in two areas
sufficient to compensate for direct mobility costs and other costs of an
invisible or intangible character for the individual, Push effects are
connected with a situation where remaining in an area means continuous
unemployment or a high risk of future unemployment. With a high rate of
unemployment relative to the receiving region or country the push effects
will tend to predominate.

.11 A decrease in unemployment rates will decrease the push effects.
Even in a case in which a decrease in unemployment is accompanied by a
decrease in relative wages, i.e. increasing real wage differentials, compared
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with the receiving country, it is probable that the decrease in * push -
emigration is more than sufficient to compensate for a simultaneous increase
in incentives for migration of the pull-type, A feature of the Irish
emigration pattern which is often discussed is the fact that migration often
goes directly from the depressed areas to employment abroad. The pull
effect from domestic areas with lower unemployment is not sufficient to
compensate for the still stronger pull effect say from the British labour
market., This type of migration in “long jumps” is a not uncommon
phenomenon in much international migration. For a long time the pull
effects of the Swedish manufacturing industry belt in mid-Sweden have been
stronger than the pull effects from South Finland in determining the move-
ment of redundant workers from North Finland. As soon as the migrant
is ready to accept the costs of mobility - including intangibles - one can
expect the differences in pull effects to be decisive; especially when the
socia! environment, (language, school system, the probability of meeting
relatives etc.) does not differ very much between employment abroad or
employment at home in an area of relatively high labour demand.

1.12 A large-scale emigration is closely connected with two somewhat
different problems of *‘vicious circles’’ affecting the Irish economy. As
was stated above it is necessary to decrease unemployment to, stop emi-
gration of the push type. But this is not generally consistent with immediate
increase in net real wages. An increase in employment can either’be created
by devaluation (thus decreasing real wages for those already employed)
or by increasing economic growth which presupposes increased investment
and a higher savings ratio and a tendency in the short run to a decreased
growth (and in extreme cases an absolute decrease) in net real wages. A
decrease in push effects will consequently increase incentives of the pull
type. Under favourable conditions one can hope that the decrease in push
effects more than offsets the increased pull effects. :

1.I3 The second “vicious circle” involves depopulation or long-term de-
creases in population and the difficulties of exploiting economies of scale
in the provision of facilities and opportunities for the individual. This
problem may occur on a local basis with difficulties in offering services
in sectors with high fixed costs and on a nation-wide basis with too small
an internal market for domestic production. A fall in population and con-
sequently in facilities will in itself create expectations of future decreases;
expectations which easily become self-fulfilling, ' '

1.14 The third outstanding feature of the Irish labour market is the
relationship between the Irish and United Kingdom economies which has
already been referred to in connection with the emigration problem. The
relationship has more far-reaching ramifications than have been discussed
to date, however, as observation suggests that the two economies demor..
strate many features of an inter-regional rather than an international char-
acter. Not only are the two labour markets closely related, Irish and United
Kingdom pounds have traditionally maintained a patity relationship. This
situation which exists for economic and monetary purposes makes it un-
likely that independent exchange rate adjustment will be included in the
range of Irish macro-economic policies, and this may place a greater burden
on alternative economic and manpower policy measures. The fact that the
economic relationship between Ireland and the United Kingdom is only
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partial in that the two countries nursue separate domestic and international
policies has also meant that Irelund has not been abie to benefit from the
substantial transfers that occur via taxation, sovial and regional policies
between high and low income regions of a single national economy. On
the other hand it does give Ireland more freedom to pursue economic
and fiscal policies which it conceives as suited to its own special needs.

.15 The three main features discussed here - high unemployment, emi-
gration and the relationship between the Irish and United Kingdom econo-
mies — are of obvious importance in ‘discussing the scope for manpower
policy in Ireland. Are the observed imbalances of such a type that highly
selective and discriminatory policy measures really are the right policies
or are the imbalances of such a fundamental kind that manpower policy
will treat only the symptoms rather than the causes? Before going on to
a more detailed examination of the different programmes in Irish man-
power policy it is necessary to discuss this important and critical question.

.16 An alternative formulation of the problem would be to consider
whether “ deficient-demand *’ (together with some constraints on admissible
policies) is a stionger ¢aplaining factor of the Irish situation than internal,
structural conditions in the labour market. Still another way of formulating
the problem would be to conceive of a hypothetical economic policy in
which internal demand was substantially increased with the objective of
stimulating investment and reducing unemployment. What would be the
consequences for wages and prices, employment in different sectors and
areas and the balance of payments? ' :

1.17 It is scasonable to assume that an internal demand increase would
decrease unemployment, but as there are substantial imbalances between
regions and sectors there is a high risk of creating shortages in already
rather tight sectors causing wage drift and inflationary price movements.
There will thus be a price o pay for the reduced unemployment in the
slack areas or sectors, However, it would be possible to combine a general
increase in demand with selective devices such as an employment tax or
premium differentiated between regiors, say with a positive tax on employ-
ment in the Dublin area and an employment premium in the west of
Ireland. ' '

1.18 An increase of internal demand would also tend to increase imports
and discourage expotts, thus increasing the deficit on the balance of pay-
ments. Up to a certain point this would be no problem as long as Irish
pounds are accepted equally with British pounds at the existing exchange
rate. To a cry high degree the possibility of being successful with a general
demand-increasing policy is dependent on what occurs simultaneously in
the United Kingdom; as long as the Irish inflation rate does not exceed
the British no fundamental problems will arise.

1,19 It is also possible that the increased demand would exert such great
pressures on the Irish pound that it would be difficult to maintain parity
with the British pound. This does not in theory exclude the possibility
of achieving a higher employment level and fuller utilisation of capacity, A
devaluation mignt in jtself be a sufficient measure (together with measures
alleviating internal structural imbalances); imports would fall, export incens
tives would be increased and employment levels raised to a new equilibrium,
We are not advocating a complete changeover from selective to general
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policies, because the issues involved in Ireland are too complex for such
a simple situation. However, a discussion of hypothetical policy alternativés
m-y illustrate how much of the problems of unemployment and imbalance
really are problems suitably treated by manpower policies or similar selective
measures (e.g. the subsidisation of new firms within the comprehensive
regional policy) and how much they require the application of more general
measures,

1.20 The key issues are whether the Irish problem of deficient productive
capacity and entreprencurship would be alleviated by a more expansive
general demand plus selective action policy and what the consequences of
this policy would be for the rate of domestic inflation. The problem of
deficient capacity and enterprise may result from a ‘combination of in-
sufficient general incentives to investment and inadequate manpower policies.
The policies which currently form the basis of Irish development strategy
attempt to overcome the problem by creating highly specific incentives
which, while provided on the same basis to Irish and foreign entrepreneurs,
have mainly been made use of by foreign firms. In our view the type of
enterprise_attracted by this policy will not provide a long-term basis for
Irish economic development, in that its attributes will be related to the
nature of the incentive, rather than the character of the Irish economy
and often the decision-making centre will be located abroad. Our view of
the Irish problem is that inadequate domestic and external demand for
Irish goods and services has limited the incentive for the exercise of
domestic investment. :

.21 Inflation is already a serious problem in Ireland, with the rate of
increase in the consumer price index exceeding 9% in 1971 and 1972,
A greater emphasis on broad macro-economic measures to improve the
historically poor growth performance of the Irish economy might further
intensify these inflationary pressures and it would seem necessary for the
successful application of these policies that a firmer grip should be taken
on the trend of prices in the country, The Employer/Labour Conference
has made two national wage agreements, but these appear to have achieved
no more than stabilising the rate of inflation at a relatively high level."The
possible combination of more radical demand and exchange rate policies
and the current attempts to reduce the rate of inflation in the United
Kingdom, suggest that the Irish Government needs to take a more positive
role in income determination with the objective of significantly reducing
the rate of inflation.

REGIONS AND SECTORS ~ IMBALANCE AND DEVELOPMENT

1.22 The Irish economy has very large potential labour force reserves,
especially if the attitudes towards and among women change in the longer
term and if emigration decreases (paragraphs 1.8-1,13), There are large
potential benefits also in the transfer of labour from low-productivity sectors
to sectors (or even regions) with a higher productivity, This. transfer has
been considerable during the last decade with a decrease of about 100,000
persons, in the agricultural sectors and a substantial increase in the non-
agricultura’ ones. At the same time the ex-post savings ratio has increased
from 13Y% to 23 %, representing a considerable increase in the resources
available for investment,
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1.23 There are significant imbalances in unemployment. In the table below
unemployment rates are given for the 10 largest towns in order to indicate
the existence of permanent imbalance,

Table 2. U NEMPLOYMENT RATES IN 10 LARGEST TOWNS

Average number

Gainfully occupied oh live register
Town persons in census as percentage of (1)
1966(1) :

1967 1966 1969 1970
1. Dublin .......... : 231.900 5.3 5.5 5.3 6.1
2. Cotk ... Gt 44,800 50 4.8 43 43
3. Limerick ....ooovve, 20,300 8.6 7.4 6.8 8.1
4, Dun Laoghaire ....., 19,900 4.2 4.4 4.6 5.1
5. Waterford ......ccovs 11,400 6.1 57 68 68
6. Galway ..o - 9,400 3.5 34 3.6 4,1
7. Dundalk ......... 8,000 10.1 8.9 1.7 8.2
8. Drogheda ............ 7,400 g 1.7 103 114
9. Bray ..o, 4,900 6.6 7.7 8.0 8.4
10, SHEO vvvvvivriniinrinns 4,700 63 64 60 6.8

These towns have roughly a little more than one-third of the total employ-
ment and slightly above 40% of all non-agricultural employment. Uncm-
ployment with respect to industrial sectors shows a similar picture.

Table 3. AVERAGE UNEMPLOYMENT RATES
BY INDUSTRY

19611965 1966= 1970

Total unemployed as percent
of insured persons ... i

of which:
Agriculture ...oiiiiiiin TP
Mining and Quarrying ...,
Manufacturing ....oooiiiin e
Construction ...... Crereitereinin
Electricity, Gas and Water ..........
ComMmMEerce ivvviiiiiiiiiiiiininiiiin,
Transpoﬂ abarbasitat bsraaatisttataatatat
SerVices adbasasisaavat s bbsasgasitabia bt
Other Aaababtataaataasi bas bt taaatbantiaty

o
o
~
LS 3

ocu-:hzunpz.»
MOV R Wi =

<—O lhocan —a R

o -
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1.24 Table 3 indicates, together with Table 3 in the Irish Authorities’
report, substantial differences between sectors. The unemployment rate in
the construction industry has been between 12 and 15% while it is generally
around or below 5% in the manufacturing sector. Also striking is the
relative stability of the unemployment figures over time; although to a
certain degree this may just be mirroring the measurement method, It is
generally known that uncmployment measured by regular labour force
surveys of measurements of changes in participation rates shifts more
quickly than live register data would indicate,




1.25 The constancy of labour market imbalances - seen either in a regional
or in a sectoral perspective ~ could be a strong argument for * structural ”
explanations, and in consequence for structurally oriented and selective
measures to cope with pockets of permanently high unemployment for which
general demand management measures would probably not be adequate.
But although some part of the high unemployment can be looked upon as
a kind of transitional unemployment in a country in transition from an
agricultural to an industrial economy, the general levels seem to be high
enough to suggest the need for measures of general demand-management
character; and the constancy of the imbalances, support of this policy with
selective or discriminatory measures.

.26 To a certain extent the situation is paradoxical: the Irish labour
market shows a high degree of mobility regarding emigration while internal
and occupational mobility is not sufficient to reduce constant imbalances
over time. One part of the explanation might be rigidities in wages and a
Wage-structure with inadequate regional differentials, which supports an
uneven distribution of unemployment originally created by the transiiion
and development process.* Another explanation may be the obstacles to
occupational mobility, as recruitment to different skilled trades is largely
via the apprenticeship system, and there may be severe difficulties in a
flexible occupational choice for individuals above the younger age groups.
A highly compartmentalised or segmented labour market will always show
these tendencies of structural unemployment.

1.27 Another striking feature of the Irish economy which may be of some
importancé for understanding the Irish growth problem is the corporate
strucgure and the distribution of firms between different industries. The
largest firms are to be found in traditional industries — e.g. food and
beverages, cement, constryction - while there are few or no firms of inter-
nationial size in new industries. To a high degree industrial development
policy has had the effect of attracting subsidiaries of foreign companies
to open operations in Ireland. Somewhat simplifying one could say that
there are few firms or corporations with a high internal growth potential
(as regards employment) in the Irish economy. Probably this lack of grows
ing firms with returns to scale and significant research and development
programmes is of greatest importance in the manufacturing sector,**

1.28 One exogenous factor is of great importance for the future develop.
ment of the Irish economy: Irish membership of the European Economic
Community. Membership of the EEC will lead to substantially higher
prices and incomes for the agricultural sector, thus providing a basis for
further growth, and might be expected to reduce the dependance of Ireland
on the British economy. Entry will, however, bring problems as well as
benefits. With the removal of tariff barriers, Ireland will be exposed to
competition from the Community’s large industrial enterprises. Some of the
characteristics of the historical economic relationship with the United King-

* The obvious assumption is that at any time there exists a wage-structure be
tween occupations, industries and regions that will keep unemployment down to a
minimum determined by transitions and frictions (at a given level of general detmand).

** It is here possible to compate with the industrial structure of some other small
countries like Switzerland with large international firms in pharmaceuticals (e.g. Geigy),
Netherlands (Philips in electronics, Shell in oil) and Sweden (with Volvo, Asea, Atlas
Copeco, Alfa Laval, all in manufacturing).
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dom will simply be created on a larger scale. The current rate of Irish
inflation will be a major problem as Irish exports will prove increasingly
uncompetitive and imports from other EEC countries more attractive,
Ireland will lose its position as an attractive location for European com-
panies wishing to sell on the United K.ingdom market which have previous-
ly been able to take advantage of the Anglo-Irish Free Trade Agreement
by establishing subsidiaries in Ireland. A wider horizon will also be opened
to Irish emigrants, which may intensify the drain of young, qualified man-
power. The challenge to Irish economic and manpower policies presented
by EEC entry is thus considerable, and a more radical and ambitious
range of policies seems to be necessary to meet this challenge.

REGIONAL POLICY

1.29 In the preceding paragraphs the regional imbalances in the Irish
economy were described. Without actually weighting the different factors
it is possible to. explain the imbalances starting from technological develop-
ment phasing out employment in agriculiure and traditional sectors. This
structurally determined unemployment is for various reasons not absorbed:
rigid wage rates, too little regional wage differentiation and slow occupa-
tional mobility reinforce the imbalances. The negative cumulative effect in
the declining areas is another reii " ing factor, and insufficient job crea-
tiofi nation-wide intensifies the prol '

1.30 The main regional policies ¢ .od through in- Ireland in response to
these problems are of two different but interrelated types:

(a) Regional development plans providing a general framework for
development. The idea behind these plans could be formulated as
an attempt to counter the negative effects of decline and provide
common forward plans for government authorities and private
investors for regions and towns where growth is expected. The
regiona). development plans attempt, by use of indicative plan-
ning techniques, to solve the very difficult problem of interdepen-
dent investment decisions without going over to direct investment
and localised controls. If these declarations are to have a fair
chance of being believed and actively supported by private investors
it will be necessary to be seen to create the required infrastructure:
in the manpower field this means adequate training facilities and
a well functioning manpower service.

(b) The second arm of regional policy is the operation of the semi-
independent development corporations, IDA and SFAD Co; the
first operating over the whole country, the other limited to the
Shannon area in the West. Both authorities offer incentives to
newly established firms: complete exemption for 15 years from
taxes on profits derived abroad, different types of grants towards
the cost of fixed assets or research and development, and training
grants, Tax relief on increased exports and fixed asset grants are
also offered to existing enterprises, All the grants are negotiable
up to certain limits = 50% of the approved cost in the designated
areas in the west and 35 % in the rest of the country.
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1.31 This grant system can be looked upon as a discriminatory subsidy to
specific industries in certain areas. Two main problems secem to arise, If
the main problem is labour surplus there are arguments for compensating
dircctly for the diff<rences between actual wages and some kind of equi-
libhrium wage (the iatter being lower) than to give subsidies for capital
equipment, Without detailed control there will be a tendency for capital
subsidies to create a bias towards more capital intensive projects. The
expansion effect of the subsidies is thus partly offset by a capital increase
and labour saving effect. To avoid these effects, however, the grants are
limited to new projects and the rate for the grant is partly dependent on
the employment cffect (after individual negotiation). Of the 600 projects
assisted over the period 1960-71, one-third were in Irish-owned firms and
the rest in forcign-owned firms, The share of new employment from projects
in forcign-owned firms was still higher — about 75 %. The grant system has
thus significantly affected the corporation structure by mainly promoting
foreign subsidiaries. The long-term problems of the corporation structure
which are intensified by this policy, have been mentioned earlier.

.32 A possible revision of the regional development grants mignt be
‘towards measures which are ucutral between different types of firms -
certainly designed so as not to provide a greater incentive to incoming
foreign firms than to developments in established firms seeking to move
into new sectors — and measures that directly promote more labour-intensive
projects. It would also be an advantage if the scope for individual nego-
tiations could be decreased and less discriminatory measures could be used.

1.33 One measure of this type — directly rclated to the fact that wages
show little inter-regional variation despite varying regional employment
levels = is a regionally differentiated employment tax or subsidy; e.g. with
a positive tax per capita (or a percentage of the wage bill) in Dublin and
a corres onding subsidy in the West, This measure could in principle be
self-financing with the tax rate dependent upon the long-term unemploy-
ment rate in the area. A measure of this kind which is not negotiable on
an individual or on a project basis = is also neutral towards different sectors
and between export promotion and iniports substitution * )

* ‘The export bias in the development grant system is another indication that
currency problems muay have been a factor behind manpower problems in lreland,
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'MANPOWER POLICIES AND THE ROLE
OF THE DEPARTMENT OF LABOUR

THE ROLE OF THE DEPARTM ENT OF LABOUR
IN GENERAL MANPOWER POLICY

2,1 There are two basic requirements for effective manpower policies, First
the policies should be consistent with the economic objectives outlined in
Chapter IV of the Irish Authoritics' Report and meet the requirements of
the'policics developed by the Government to achieve these objectives. There
must be effective organisation to secure this, though it may not in practice
be easy to establish, Secondly there should be clear responsibility for the
execution or operation of manpower policies through appropriate organisa-
tions and institutions,

2,2 Arrangements for co-ordination of manpower policies with general
economic policies are bound to focus round the point of responsibility in
Government for the financing of basic Government operations and the
“management” of the economy. In Ireland this point is the Department
of Finance. At the same time, responsibility for the execution and develop-
ment of manpower policies should (as with other Government policies in
particular areas) be the concern of a Department with the necessary knowl-
edge and expertise, The Department of Labour in Ireland was established -
for this reason and in order to make policy in the fields of industrial
relations and safety, health and welfare of worket's,

2.3 The Department is responsible in part for the formulation of man-
power and related policies, but primarily for their operation. As a relatively
new Department with responsibilities for policies which involve the Depart-
ment of Finance (and concern other older Depattments), the Department of
Labour is at a disadvantage in exercising influence on the development of
policies for which it is operationally responsible. :

2.4 While the Department of Labour is primarily responsible for Govern-
ment policy in the areas of training, emplcyment services, and industrial
relations, it is not effectively involved in macro-economic forecasting ot the
budgetary decision-making process. One consequence is that the Department
is responsible for manpower policies without participating in decisions
which affect the economic environment in which those policies operate,
Another is that decisions on the general “management” of the economy
may be taken without sufficient information and advice on the implica-
tions for manpower and manpowet policies.
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2.5 The Irish economy has a history of high unei..ployment coupled more
recently with rapid inflation and slow economic growth. As a result Irish
manpower problems and policies concerned with them have come into
greaier prominence in recent years. Membership of the EEC, with the neces-
sary economic adaptation, means that their importance may well increase.

2.6  We consider that manpower problems will need to be given fuller and
made expert consideration in Irish policy-making. The way in which this can
best be done is a matter for determination by the Irish Government. We
consider, however, that the Department of Labour could make a more
effective contribution in economic forecasting and budgetary decision-making
and that its role in these matters might be formally recognised.

2.7 Participation by the Department in economic planning would increase
the expertise of the planning group and extend the range of policies taken
into account by those concerned with general econ~mic policy. Greater use
of active manpower policies in overall econr .nagement would, we
think, add to the effectiveness uf other economic puticies,

2.8 We give two examples: So far Irish policy has taken little account
of the positive contribution which training can make to achieviug short-
and medium-term economic objectives; in.addition, of course, to the longer
term - result of raising skill levels and thus real incomes. The employment
service could also contribute to a more dynamic short-run manpower policy
which could be particularly useful as the Irish economy readjusts following
EEC membership, S

2.9 The Department of Labour may not at present be adequately staffed
and organised to perform the role we suggest in paragraphs 2.6 and 2.7.
It has few staff qualified to interpret economic information, to contribute
to the design of active manpower policies, to complement short-term eco-
nomic strategy; or to lotecast developments in the manpowér field and
examine policy options for -ssible application in the future. These func-
tions might require the establishment of a specialised unit in the Depart-
ment, staffed by professional economists, statisticians (and perhaps psycho-
logists). Such a unit should develop contacts with professional work on
manpower problems undertaken in the universities and professional insti-
tutes. This would have the secondary advantage of increasing ihe usefulness
“of such work for Government policy-making. The Devlin Repott on the
Organisation of the Public Service has recommended the addition of staff
units in each Department {o be concerned with planning, finance, organisa-
tion and personnel. We would positively recommend the adoption of this
proposal,

2.10 In addition to the contribution which a specialist unit could make
to the Department’s changed role in relation to general econoniic strategy,
it would provide valuable expertise for the Department’s current policy
responsibilities, Programme budgeting is becoming more important in the
management and determination of Irish manpower policies. A specialised
unit could provide advanced techniques of programme appraisal which

would contribute to the development of a sound programme budgeting
system,

2,11 We recommend the establishment of a specialist “ research” unit in
the Department of Labour to act as a focal point for the Department’s
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contribution to formulation of macro-economic policy, be responsible for
the evaluation of alternative manpower policies and to act as an advisory
group on programme budgeting. ‘

THE ROLE OF THE DEPARTMENT OF LABOUR
IN REGIONAL POLICY

2.12 A positive regional policy centred around the industrial promotion
activities of the Industrial Development Authority is the basis for the
development of the Irish economy over the next twenty years. The ob-
jectives of the development policy are set out in the Government’s state-
ment of May 1972, and the policy is based on the belief that the key to
economic expansion is the attraction of internationally mobile industry.
The characteristics of the Irish economy lend support to a policy of encour-
aging additional industrial investment, although we have queried the suit-
ability of highly selective incentives for this purpose.

2,13 In 1971, 26.3% of the Irish work force were employed in agriculture,
a figure exceeded by only four other OECD countries. The agricultural
population fell at an average rate of 10,000 per year over the period
1961-1971 although this rate of decline is expected to slow down follows-
ing membership of the EEC which will result in an improvement in the
price of agricultural products and home farm incomes. However, the
numbers engaged in agriculture will continue to fall. Existing domestically-
owned industry is concentrated in industries such as clothing and food
processing, which have relatively modest growth prospects, There were over
70,000 (6.3%) unemployed in September 1972, It is evident that the ex-
pansion in employment opportunities required implies extensive new indus-
trial investment, much of which must originate abroad.

2.14 The immediate objective of the Industrial Development Authovity
(and SFADCO in the mid-west region) is to attract more industry to
Ireland. But the purpose of this is to create employment. While the IDA
and SFADCO rightly have a major role in the formulation and execution
of regional policy, it is essential that the real purpose - more jobs - is
given appropriate weight in this policy. The views of the m -apower author-
ities should be heard at the top level of the leading regional development
bodies, particularly as effective manpower policies on such matters as
training and placement are essential to success.

2.15 The Department of Labour is not represented on the boards of
either the IDA or SFADCO. The basic responsibility for determining the
levels of assistance offered to potential investors is exercised at boardlevel
in the two organisations. It is here that the manpower implications of each
potential development should be given full consideration, and it seems to
us that the Department of Labour needs to be represented. As a basic
step towards the efficient realisation of manpower objectives by regional
industrial development we recommend that a senior official of the Depart-
ment of Labour should be invited to join the boatds of the IDA and
SFADCO and to patticipate actively in the consideration of investment
incentives,
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THE ADMINISTRATION OF REGIONAL POLICY

3.1 The Government of the day set out the overall strategy for Irish
regional development in a policy statement of May 1972. Overall em-
ployment targets, including a target for industrial employment expansion,
. for the period up to 1977 were also published in the January 1972 White
Paper on EEC membership.

3.2 The regional breakdown of the industrial employment target was
examined by the Industrial Development Authority in consultation with all
interested bodies and Departments and was settled by the Government on -
the recommendation of the IDA, In their summary of the 1972 regional
industrial plans the IDA state:

“Qur plans set a gross target of 55,000 new manufacturing jobs in
the five years 1973-77."

«...We realise that by publishing these plans we are saying in effect
that, during the next five years,pur success or failure can be judged
not only against the target of' 55,000 new jobs in manufacturing
industry, but also by the regional distributions we propose. We be-
lieve the task can be accomplished by co-operative effort and on
the assumptions set out in the plans "*,

3.3 This passage indicates that the IDA has accepted responsibility for
planning the expansion of employment in manufacturing industry and the
‘proposed regional distribution of such expansion. In the report the IDA
also set out the requirements on Government Depattments and. other
agencies for action in support of this programme by the provision of
infrastructure, manpower, training requirements etc. The IDA, however,
has no power to co-ordinate the activities of the Departments and agencies
responsible for the provision of these essential supporting measures to
the programme, The Department of Finance has attempted to take up
this co-ordinating role, but the instructions to Departments have not gone
“beyond a requirement to take account of the Govertiment statement of
May 1972 in Allocating Resources and Planning their programmes.

3.4 We think it might be of interest to set down several questions about
these administrative arrangements. Is it appropriate for an agency outside
Goverhment to be in effect responsible for establishing the objectives for

* Y Jobs to the People®, P.2 IDA Ireland 1972,




the expansion of employment in manufacturing industry and for regional
development, or should responsibility be seen to be a Government concern
and more firmly located within the system that determines overall economic
strategy ? Since policies for regional development and general economic
growth are closely related, should not the responsibility for determining
the objectives and managing the programmes for both policies be within
the Government? Is there not a danger that a division of responsibility
between the two policies will weaken Government commitment to a regional
strategy and threaten its success?

3.5 We recognise that the operation of a state agency outside the normal
government machine may be more flexible and free from inappropriate
civil service practices and procedures, These advantages, however, apply to
the detailed operation of policy, rather than the determination of employ-
ment objectives and their regional distribution, A more appropriate relation-
ship between the IDA and Government objectives in consultation with the
operational agencies and the agencies were given responsibility for achieving
those objectives which are directly related to their operational functions.

3.6 The need for greater central Government participation in regional
planning is reinforced by the problems of co-ordinating the provision of
‘necessary services in each local area. The IDA has its own regional orga-
nisation which is responsible for the execution of the industrial development
programme, but can only indicate need for the provision of roads, land,
water, sewerage, power, transport and manpower. It does not have the
power to co-ordinate these operations, though they are nevertheless essential
to the achievement of its own objectives, A Regional Development Commit-
tee in the Department of local Government is responsible for co-ordination,
but its powers appear to be inadequate for the purpose of achieving co-

ordinated provision of service facilities, Regional Development Organisations-

representing local authorities and interests have been established in the
planning regions, but they are purely advisory bodies and have no executive
responsibilities. There is a comprehensive system of physical planning based
on the local Government (Planning and Development) Act 1963 which gives
substantial power and responsibilities to elected local authorities, but the
authorities are:not responsible to the Regional Development Organisations
for the exercise of these powers.

3.7 Some features of current Irish regional policy may flow from this
organisational structure. For example, there are no plans for the expansion
of service industries as distinct from manufacturing as a component in
regional development. The IDA might argue that the location of service
industry is a function of industrial location and hence cannot form a
dynamic element in regional development,

3.8 An attempt at co-ordinated central development planning of a type
which might be appropriate for the whole country has been made in the
Gaeltacht or native Irish-speaking areas of Ireland which present special
regional development problems. The Gaeltacht development plans make
specific reference to the contribution which service industries can make to
regional development and set out to encourage service industries in ureas
which are geographically and socially rather less suited to service industry
location than many of the IDA regions. The concentration of the IDA
on the encouragement of the development of manufacturing industry may
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provide too narrow a basc for the most powerful and influential regional
development body to develop sound regional development strategy.

3.9 The co-ordination of the various elements necessary for regional
development was cited by the IDA as one of the problems which has
hindered regional development to date, and as the scale of development
objectives is increased the problem will become more serious, The IDA
cited the availability of local services as a common problem in local ine
dustrial development and the training and manpower authorities indicated
the difficulties that face them as a result of not being involved in IDA
forward thinking or current negotiations.

3,10 The development organisation whose operations most impressed us
was the Shannon Free Airport Development Company, which was.estab-
lished originally as an organisation to develop the facility of the Shannon
duty-free airport, but which has since extended its operations to assist in-
dustrial and service developments in the whole mid-west region. SFADCO
has drawn up its own development plan for the mid-west region in which
it operates as an agent for the IDA, The plan is consistent with overall
ID A objectives, but is a more detailed attempt to identify requirements and
allocate responsibilities for the provision of infrastructure, trained manpower
and local facilities than the IDA regional plans. SFADCO set out clearly
what specific action is required of local authorities and state cperations in
their area. Its executive power outside the airport complex is limited, but
within its area of responsibility it has initiated training schemes, organised
the provision of transportation and actively undertaken investment which is .
geared towards the achievement of local employment objectives. The achieve-
ments of SFADCO illustrate the advantages of a regional planning orga-
nisation based on a strong central unit co-ordinating and managing related
local programmes.

3.11 The central Government regional planning effort adopts, in contrast
to SFADCO, a programme-oriented approach, with powerful operational
agencies responsible for programmes on a national basis. For this type of
organisation to work effectively these separate programme activities need
to be co-ordinated at a national level to ensure that the different operations
are consistent with cach other and the central objectives of the plan; and
at a local level to ensure that all phases of planned developments take
place efficiently, The creation of a strong central regional planning unit
appears to be an essential prerequisite for a successful programme-otiented
regional policy. This would, of course, remove the prime responsibility for
determining and achieving the employment objectives of regional policy
from the IDA. But it would avoid the possibility of an unbalanced ap-
proach to regional growth which tends to result from the central role
being occupied by a development agency concerned with manufacturing
industry and, most important, secure the effective co-ordination of infra-
structure and ma power programmes within a set of planning objectives.

3.12 The danger f centralising power for regional development in this
way is that local interests and characteristics may be less well understood
and local initiative and interest which are essential to long-term develop-
ment of the less advanced regions may be blunted. Also as much of the
responsibility for investment and the provision of services rests at the local
level, this tesponsibility cannot be effectively managed by a central con-
trolling unit. These are serious disadvantages which might be met by the
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establishment of a regional planning authority in the nine planning re.
gions or the granting of -equivalent powers to the existing RDO's. The
Regional planning authorities would have responsibility for the execution
of all the strands of the development programme within their areas. Their
efforts could be co-ordinated and-controlled by the central control unit
which would devise a target programme and budget in consultation with
the regional authorities which combined to achieve the required national
objectives. The current Regjonal Development Organisations shadow this
role to some extent, but they lack executive responsibility, control and the
effectiveness and positive approach which greater power. at the regional
level would bring forth. The SFADCO organisation has some features of
& working model of the type of organisation which appears to work effec-
tively-in the Irish economic environment. It is in touch with local condi-
tions and requirements, able to co-ordinate the different strands of local
development and willing to take initiatives to achieve the results it requires.

3.13 Various additional elements could be added to the regional develop-
ment programme if a strong central and regional organisation were created.
A growth centre approach which offers the best opportunity of successful
regional development would be more acceptable and more efficiently planncd
if the initiative behind the proposal was regional rather than central.
SFADCO is essentially an example of a successful growth centre approach
which has produced an efficient development core at Shannon/Limerick
which has improved employment opportunities and social facilities for the
population in the associated region. A much greater local commitment to
plan objectives could be encouraged by a regional organisation which
would be in a position to take positive steps, such as the creation of
facilities in advance of demand, if realisation threatened to fall short of
objectives, At the moment it is difficult to see how local initiative can be
harnessed or how central policies can be translated efficiently into action
at the regional level. We think that re-organisation along these lines should

be considered seriously since it would increase the effectiveness of the
Irish regional planning effort. : '
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IV

THE EMPLOYMENT SERVICE

THE ESTABLISHMENT OF THE NATIONAL MANPOWER SERVICE

4.1 Market information is a basic requirement of any resource allocation
system. The justification for the provision of centralised market information
in the labour market is that the individual search or marketing process is
imperfect and very time consuming. Hence it may be more efficient .to
provide a centralised system which can offer considerable returns to scale.
In principle it is possible to evaluat- a manpower service-in terms of
benefits and costs. The benefits will be both social and economic, primarily
in terms cf search time saved for the customers and morc efficient place-
ment of job seekers, and the costs will mainly consist of the costs of the
administrative framework.

4.2 The Irish placement service had developed as part of the social welfare
administration with a large number of local officcs concerned with the
compilation of the live register of unemployment, the payment of state
social welfare benefits to those on the register who were eligible for them,
and the provision of assistance to the unemployed to obtain fresh em-
ployment. Priority was given to the payment of benefits so that the admin-
istrative functions of registration and payment dominated the work of the
local employment exchanges. Placement and vocational guidance were given
lower priority. Moreover, the fact that the offices combined the payment
and placement functions made them less able to attract customers or the
most suitable type of staff. '

4,3 The Irish Government has recognhised that the joint operation of the
benefit payment and placement functions prevents the employment exchanges
from playing an effective role in career guidance and placement. A team of
consultants was appointed to examine the operation of the employment
exchange system in 1966, and following from their recommendations and
further consideration the new National Manpower Service was established.
Under the new system the original employment exchanges will retain their
benefit payment functions and will be controlled by the Department of
Social Welfare, and the NMS will be located in separate premises more
suitable for a placement and guidance service. The National Manpower
Service became fully operationsl in September, 1971. It is thus a new and
growing service and it is difficult to judge its performance over so short
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a time. It may hc “ver be appropriate to give our views as to how the
service should be deveioped over the next few years.

THE ROLE OF THE NATIONAL MANPOWER SERVICE

4.4 The NMS has four basic functions, It is responsible for:

(/) Placing the unemployed in employment and meeting employer
demands for labour of all types. '

(2) The provision of regular information on the numbers and charac-
teristics of the unemployed to the central statistics office for the
purpose of compiling the Live Register.

(3) The provision of vocational guidance on employment training
and educational opportunities for adult workers,

(4) The provision of carcers information material to schools.

The responsibilities of the NMS are broadly in line with the recommen-
dations of the consultants report, and we consider them appropriate. There
are two matters only on which we wish to comment. First, advice and

placement at the school 'raver age and secondly vocational guidance for
adults. :

- 45 It is possible to identify two distinct guidarce requirements of the
. school child to help him or her make a decision about a future career
and to make a successful start in that career. Firstly, the child requires
a wide ranging education about life beyond the school leaving age and
the major purt which employment will play in this life, This will be a
" preparation for choosing and making a success of a career. Secondly,
at the time of leaving school and entering the labour market, the child will
need more specific guidance as to the mechanics of getting a job and the
specific employment opportunities available,

4.6 This distinction between forms of advice implies a distinction between
the functions and requirements of a suitable adviser. The first function is
primarily of an educational character, involving a wide ranging approach
to the provision of information on alternative activities during the working
years. Tihic effectiveness of this educational stage will be greatly enhanced
.by an understanding of the attributes and personality of the child in ques-
tion, and it will be more effective if undertzhen on a relatively informal
basis by someone with whom the child can feel confident to discuss per-
sonal plans.

4.7 The nature of this educational function strongly suggests that this
role should be, as it is now, undertaken by specialised vocational guidance
instructors in the schools. Vocational guidance teachers, specialising in
this function, are already available in many large schools. Each teacher
receives a one year full-time training course in vocational and educational
guidance counselling and, in addition, teachers atiend local seminats and
short summer courses. Since September 1972, all guidance teachers in
schools with over 250 pupils have been excluded from the teaching quota
and are available for guidance work full-time. We are convinced that the
education system has a major role to play in counselling the young and
that this function merits the provision of full-time trained staff. We suppott
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the Irish Government's efforts to see that such a service is made available
to all school children. '

4,8 The function of actually placing a school-leaver in a job for the
first time seems to involve rather different requirements of the responsible
adviser. Ideally the adviser should have had first-hand experience of an
industrial and commercial environment so as to be able to guide the
applicant into a function and environment which will best suit his per
sonality and requirements. The adviser must also be well acquainted with
local and national job oppo:tunities, which requires access to and the
ability to interpret information on labour demand and supply. These
requirements seem to be more closely related to the experience and charac-
teristic of the local placement officer than to the guidance teacher. We
would therefore recommend that consideration should be given to the
possibility of entrusting to the NMS the responsibility for the placement
of school leavers in employment,

4,9 The distinction between the functions of the school guidance officers
and the placecment officer will clearly not be a very precise one. It is to
be expected that the school guidance function would be undertaken with
the assistance of the placement officer, particularly in the provision of
careers information material and preliminary discussion of employment
opportunities. In addition the school guidance officer will have an under-
standing of the personality and attributes of a particular child which would
be of great assistance to the placement officer in carrying out his function.
The existence of some flexibility in the system would be particularly useful
at a time when the NMS is still in the process of building up its facilities
and service. As the education system already has vast experience of per-
forming this guidance function and there are perhaps more pressing prob-
lems of adult unemployment before the manpower service, it would perhaps
be wise to refrain from a major expansion of NMS first placement func-
tions until the current objectives for the scale of the manpower service
have beenachieved. :

4.10 The general operation of the National Manpower Service would be
improved over time by its having responsibility for the placement of school
leavers and this would benefit both the service and its customers. Young
people would identify the NMS as the provider of information and advice
on employment matters and would tur to the service for such assistance
much more readily at a later stage. If the objective of the scivice is to
meet the requirements of all employees or potential employees for advice
and information on employment matters, responsibility for the first job
p.acing would seem an integral part of the function of the National Man-
power Setrvice,

4,11 A related activity to guidahce for school leavers is vocational guid-
ance for adults. This is explicitly recognised as a basic objective of the

‘National Manpower Service, but the training and work of the placement

_ officers are not yet fully geared to the provision of this service, and no

full-time vocational guidance officers have been appointed to the service,
In the first few years of its operation, the NMS has been concentrating
on placement work rather than the provision of vocational guidance. This
is understandable, but while filling the biggest possible number of job
vacancies is most important the basic objective of matching labour supply
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with labour demand implies more than placing x men in x jobs. The
quality of cach placement is also very important and should be given a
high priority, cven in the early stages of the operation of the NMS. We
feel that the service should not allow placement to overlay its guidance
role, and recommend that mcre thought should be given to the provision
of vocational guidance services. :

4.12 There is an element of vocztional guidance work in each placement
that the NMS will be called on to perform, and it is therefore necessary
that cach placement officer should reccive a basic training in guidance
techniques. In some cases fairly fundamental guidance problems will present
themselves, and the skill and experience of the placement officers who will
not be primarily concerned with this function will be inadequate to meet
the requirements of these cases. We therefore think that the NMS will
require to appoint and train specialist guidance officers to work alongside
the placement officers. In view of the importance of building a good
reputation in the early years of thc NMS and the integral nature of guid-
ance in the work of the service, it is advisable that the need to provide
specialist vocational guidance should be recognised and met promptly. We.
would recommend that consideration should be given to the initiation of a
recruitment and training programme to provide a basic cadre of vocational
guidance officers in the NMS within the next two to three years,

4.13 Our recommendations for the development of a comprehensive first
placement and increased attention to vocational guidance for adult workers
have implications for both the scale of the NMS and the training of its
staff. We deal with these in paragraphs 4.2 1-4.27,

4.14 The adequacy of current training provisions for placement officers can
only be assessed in the light of their job experiences, and it is not possible
for us to indicate precise improvements in current training. Vocational
guidance, however, is one subject in which placement officers will not
have had experience in their previous jobs, and this is one area where
training provisions need to be improved. The experience of the Department
of Education in training career guidance tcachers provides a source of
expertise, and a systematic series of tectures, case studies and discussions
of guidance techniques might be uscfully fitted into the training of place-
ment officers. A course of this nature could be designed to meet the
requirements of both the vocational guidance and first placement functions
of the placement officers,

ADMINISTRATION OF THE NATIONAL MANPOWER SERVICE

4,15 A key issue in the establishment of a placement service is the relation-
ship of the service to the administration of manpower policy. The National
Manpower Service has been set up as an operational division of the Depart«
ment of Labour, staffed very largely by persons recruited from the industrial
and business world and trade unions. The Service is bound by Civil Ser-
vices rules on financial control, terms and conditions of appointment and
recruitment procedure. This is a logical step because the service has grown
up from the employment exchange system which has been and will remain
in the Civil Service and the operations of the NMS related to manpower
policies which are the concern of the Department of Labour.

’
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4,16 There are, however, operational disadvantages, Each major item of
expenditure which the NMS wishes to undertake -~ such as the acquisition
of new premises — has to be approved by the sponsoring Department and
the Department of Finance, so that decisions which involve expenditure
ate not easy. As all the members of the staff on appointment become civil
servants, they are recruited by the Civil Service Commission and paid a
salary determined by civil service relativities,

4,17 We have the impression that these arrangements have imposed re-
strictions on the building up of the service, the numbers of high quality
staff who have applied for posts and the style of operation of the sérvice.
Quicker progress should be possible if the service was under less detailed
restraint in obtaining premises and staff and had more freedom to take de-
cisions in these respects which influence its performance and style. This
could we think be combined with the necessary degree of general control
over costs. The success of the service in establishing a reputation as an
effective provider of job information, guidance and labour will be greatly
influenced by its performance in the early years of its existence, The
service would benefit by being seen to be more a part of the up-to-date
commercial life of Ireland than a more traditional Civil Service operation.

4,18 In the report of the Devlin Committee on the organisation of the
Irish Civil Service, particular attention was paid to the methods of effi-
ciently carrying out executive as distinct from policy-making functions.
The Devlin recommendation, based on this distinction, was that policy-
making should be entrusted to the central core of each Government Depart-
ment, grouped around the Minister, and the execution of specific respon-
sibilivies should be entrusted to satellite bodies reporting to the central
core. These bodies would differ in nature from the Irish concept of the
semi-state agency in that they would still be responsible to a particular
Department rather than a Governing board representative of the bodies con«
cerned with the work of the agency. The advantages of a Devlin type
executive agency are that its objectives and policy would remain the respon-
sibility of the parent Department, while the agency would be responsible
for its own administrative decisions and executive activity with freedom of
executive action within a central budget.

4.19 This type of administrative sec-up would appear to meet the principal
objective of operating the NMS within the Government by making it
clearly responsible to the manpower policy-making department, At the same
time the NMS could have freedom of action in its day to day affairs
within a general budget constraint., The operational success of the NMS
could then be assessed in the light of the efficiency with which it achieved
its objectives within its budget. We see considerable advantage in this type
of administrative set-up for the operation of executive functions of the
type for which the National Manpower Service is responsible, and re.
commend that the possibility of establishing the National Manpowe. Ser
vice as an executive agency should be seriously considered.

4.20 One other vital element in the early years of the National Manpower
Service is support from employers and worker organisations. These bodies
have contacts with a large number of potential NMS customers and their

suppott and involvement in the building up of the NMS may be critical




to its success. The establishment of the NMS as an executive agency one
step removed from the Department of Labour could help to persuade
employer and worker organisations that they have a responsibility for and
would benefit from participating actively in the development of the NMS.

4.21 More needs to be done to increase contact between the NMS and its
actual potential customers at the top decision-making level. A valuable
attribute of the Irish semi-state agency form of organisation is that a wide
range of opinion is represented at the higher levels, which produces a
sense of involvement from those bodies concerned with a particular activity.
The current organisation of the NMS does not provide the opportunity to
involve employer or worker organisations in an advisory or decision taking
role, and it might be uscful to move towards this by setting up a multi-
partite body at the head of the NMS consisting of the Director and leading
figures in Irish industry and trade unions. In order to generate a spirit of
commitment amongst the union and management participants, it might be
advisable to grant the body broad executive powers in the field of planning
and budgetary control. Such a development would then encourage the
employers and workers to adopt a more positive attitude vis-a-vis the
service. Such a body could easily be fitted into an cxecutive agency struc-
ture. '

THE OPERATION OF THE NATIONAL MANPOWER SERVICE

4.22 Having dealt with basic policy issues of the function and organisation
of the NMS we comment briefly. on its operational practices and staffing
and recommend possible improvements,

4.23 The current objective of the service is to achieve a cadre of some
220 staff, 90 of whom would be placement officers, by the end of 1976.
The staff is to be distributed amongst 8 regional and 22 local offices. We
consider that the geographical dispersion of the service is adequate for
Irish needs, Efficiency argues against having a larger number of permanent
offices in every town staffed by only one or two placement officers. The
dispersion of 22 local offices should enable the staff to keep in close
touch with the emp'oyment situation in surrounding towns and villages,
and no centres of population will be outside easy travelling distance from
one or more local offices. Providing a service to job seekers in the more
isolated locations may require more positive steps to establish contact
with each local community, and for this it may be useful if temporary
accommodation could be provided at which the placement officer could be
present at regular intervals. This facility should improve the penetration of
the service in thec more remote areas.

4.24 Since the service became operational in September 1971, it has built up
a staff of 6 Regional Dircctors and 24 Placement Officers in a period of
twelve months. This is a faitly rapid rate of expansion, based on the
belief that a comprehensive national service should be available by the
end of 1975,

4.25 As we have said we do not think this scale of operation will be
adequate to perform the full range of tasks appropriate to the NMS. In
view of the current difficulty the NMS is experiencing in providing adult




vocational guidance on a sufficiently comprehensive basis and in the light
of our recommendation to extend its operations into first placement of
school leavers, the present target of 90 placement staff seems inadequate.
It is difficult to suggest a precise alternative figure, but our recommenda-
tions imply at least a 50 % increase in the number of expert staff, Rather
than set an arbitrary staff target or ceiling at this stage it might be better
that placement officers should assess the staffing implications of meeting
the demands for placement, vocational guidance and career planning in
their own areas as their functions develop and feed this information up to
the central management unit which could then determine the correct scale
of the total NMS operation. A suitably revised target rate of expansion
might aim at achieving a staffing level of 135 placement officers (approx-
imately 150 % of the current target of 90) by the end of 1976.

4.26 The NMS are expanding as rapidly as possible within the existing
recruitment constraints, If these constraints could be weakened or removed,
we believe that the target we have suggested should be attainable. Some of
the present difficulties of expansion are due to administrative problems
which an executivesagency structure would help to alleviate. As experience
in the recruitment and training of staff is gained, more office facilities will
become available and the longer svrving staff will become more experienced
and effective. The. NMS should be in a position to maintain a rate of
expansion at least as rapid as it has achieved to date, and this should be
sufficient to achieve the revised staffing target by 1976.

4.27 The basic thinking behind our recommendations for changes in the
administration of the NMS has been the desire to establish it as a highly
effective service within the Irish economic -system, guiding manpower to
the most rewarding and most suitable activities,. A number of specific
possibilities to this end were discussed during our meetings with the Irish
authorities, and it might be useful if we were to set out our response to
some of these.

4.28 One possibility was that use of the service might be made coni
pulsory. There are a number of alternatives. ‘For example, all public
bodies could be required to recruit exclusively through the NMS or all
employers could be required to notify vacancies to the service. While the
service is still in the process of building up from a small base, the proposal
that it should handle all public sector recruitment would not fit in with
the relatively small scale of its operation and the desire that it should be
actively involved in private sector placements of all types of employee. A
concentration on public sector placement which would probably have to be
restricted to lower grade appointments in view of the established role of
the Civil Service Commission, would not provide either the experience or
the image which the service requires. We therefore think that compulsory
use of the NMS by public bodies would not be useful.

4,29 The possibility of compulsory vacancy notification has rather more
attractions. At present, Irish firms give little or no notice of likely in.
creases in demand for workers, and the eXisting NMS offices have only
a sketchy knowledge of the vacancy situations in- their area. The mote
comprehensive the vacancy information the NMS can obtain the more
rapidly and successfully it will be able to undertake its tasks of placing.
and redirecting labour. The provision of vacancy information is not an
onerous task, and in a high unemployment economy with consequent high




social value from additional employment, there is a good case for requiring
the most comprehensive information on labour demand which can be
readily madec available. In the light of the employment situation and the
value of information about jobs to the NMS we believe there is a good
case for requiring all public sector employers to make a regular return of
vacancies to the NMS. All private sector firms above a certain size (say
5 to 10 employees) would be encouraged to follow suit. Each employer
would be given a simple form, which he could complete perhaps weekly,
which would summarise his current and projected labour. requirements.
This information would be gathered and processed by the regional
NMS offices and presented in the form of both local, regional and national
employment opportunity lists to the various NMS offices. The information
would also be useful to bodies other than the NMS, particularly the
regional development teams and AnCO. It could be fed into the regional
planning authorities as a valuable adjunct to their information on current
and future employment conditions. A similar policy of compulsory redun-
dancy notification in the public sector and improved incentives to the
private sector might also bring considerable benefit.

4.30 A second issue which was raised in our discussions with the Irish
authorities was that of publicising the new National Manpower Scrvice.
The dissemination of information on the role of the service and the finan-
cial and advisory services which it can offer is vital to its success, and
the publicity so far accorded the service has been inadequate for the
purpose of bringing its existence to the attention of the population as a
whole, The NMS argue that too much publicity for the service when it is
still in its infancy could attract alarger number of people than the service
could handle efficiently. The reputation of the service would then suffer and
it might never get off the ground at all. We sympathise with this view,
but believe that the NMS is in danger of overrating the danger and under-
rating the valuc of, publicity in the early years. Our recommendation that
a top jevel management body representing employer and worker organisa-
tions should be formed to assist in the development of the NMS, should
open fresh channels of communication. The granting of executive agency
status would also give the body more freedom of action which we trust
would encourage a more positive marketing policy. One potentially useful
development which we witnessed was the lise by the NMS of the medium
of the press for advertising specific employment vacancies. This is a wel-
come indication of the positive role in Irish manpower policy which the
NMS is adopting. The willingness of private employment agencics to
advertise specific positions and thus indirectly their own organisations seems
to have been a significant factor in their growth in Ircland and the United
Kingdom. We do not feel that this method of operation i¢ inappropriate
for a public body such as the NMS, and think there is a good case for its
going further, Advertising will be particularly appropriate for the higher
skilled jobs where the supply of potential employees tends to be limited. If
in undertaking positive marketing of its services the NM$S becomes involved
in advice to the employed rather than placement of the unemployed, we
would not consider this a matter for serious concern. The service has an
important role to play in guiding labour effectively, and in doing so it
will continuously create fresh employment opportunities which ultimately
will benefit the unemployed.
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THE FINANCE OF THE NATIONAL MANPOWER SERVICE

4.31 The extent to which the State should carry financial responsibility for
the provision of training and employment services is a problem w. ich
concerns all of the OECD Member Governments. The cost of State finance
for training, education and employment services is increasing rapidly in
Ireland, though it is not as yet at a relatively high per capita level. Several
features of the Irish situation justify the increase. Many of the services are
relatively new and still developing. Government initiative has been neces-
sary to initiate and speed up development and until the benefits of these
services become more widely appreciated, continuing State support will be
necessary. The extent of unemployment is a powerful argument in favour
of an active public expenditure policy, as successful policy will have a hlgh
benefit/cost pay-off.

4.32 In our analysis of Irish policies for industrial training we have con- .
cluded however that the State should not continue to be primarily respon-

. sible for providing industrial training and that the responsibility should in
time pass largely to employers who benefit from it. We consider that the
same principle mlght to some extent apply in the longer run to some of
the employment servnce, although the role of the State as the operator of
the employment service must clearly be maintained.

4.33 The re-organisation of the NMS as an executive agency would make
possible a iore flexible financial policy. While the service is building up
its capacity, experience and reputation, we consider that the whole cost
should be met from public funds. Even in the longer term many of its
operations will have a social value exceeding the subjective private valuation
and the willingness of the private individual or orgamsatnon to meet the
cost. It is right that the State should continue to finance activities of this
nature as carried out by the employment service. Certain specnahst functions
of the service may not fall within this criterion. The provision of job
information and the recruitment of highly qualified employees are examples
where employers may well value the assistance of the NMS above the
marginal cost of the service provided. In such cases where the market will
bear all or a substantial part of the cost of providing a service, we suggest
that the employment service might sometime in the future give thought to
" the provision of specialist services,  say for the recruitment of executive
personnel, and charge for the provision of the service.
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MANPOWER INFORMATION

THE NEED FOR MANPOWER INFORMATION

5.1 Information on current and future manpower requirements, the current
and future supply of manpower and the characteristics of the labour market
are needed for purposes of developing manpower policies to assist the
achievement of general economic objectives.

5.2 The problem of deciding how much information to collect is dificult
in practice as the benefits of additional manpower information are some-
times indirect and difficult to quantify. We first review the extent to which
current Irish manpower information meets the policy-making requirements
' fel:‘by the inanpower authorities and those responsible for general economic
policy.

INFORMATION CURRENTLY AVAILABLE

5.3 Information about the supply of manpower is currently provided by
th ree main sources:

1. Population census;
2. Live Register;
3. Local labour surveys.

The census provides the most comprehensive set of information, providing -
data on the whole population classified by sex and age group, location,
occupation, industry and employment status. The census is taken quin-
quennially and takes between one and three years to process and publish.
Its coverage of the population is, for all practical purposes, complete. It
provides comprehensive information but it only indicates long-term trends
and is already out of date by the time it is published. More seriously,
because of its periodicity, the census data are seriously out of date by the
time a fresh census is performed. For example, insofar as age, industrial
and occupational classifications are concerned, the Irish are currently
operating on data from the April 1966 census = seven years old. In an
economy experiencing significant structural changes and variations in sub-
stantial emigration movements the information is-of limited value for man-
power policy-making.




5.4 An attempt is made to interpolate some of the census statistics for
inter-censal years by using survey information from the Annual Agricultural
Enumeration and the Census of Industrial Production, This supplementaiy
information is of limited use as it varies in its reliability and coverage and
provides data only on particular sectors of the labour force.

5.5 The Live Register of Un- mployed provides information on a weekly
basis of the numbers registering for unemployment benefit and unemploy-
ment assistance and other persons registering for employment who are not
claiming benefit. Information on numbers, sex and age (classified simply
juveniles, adults and those over 65) is produced weekly, information on the
age breakdown of males is produced monthly, industrial and occupational
breakdowns quarterly and duration of unemployment annually.

5.6 The Live Register data have a number of significant shortcomings as
a basic source of labour force information. As with all such registers, no
information is obtained of people who might be willing to work if a suit-
able job was available but who are ineligible or do not take the trouble
to register for benefit. School leavers are not eligible for unemployment
benefit, so there is also little incentive for them to register. Non-manual
employees earning over £1,600 per annum and the self-employed are ex-
cluded from the social security system and very few therefore register.

5.7 Local labour market surveys have been undertaken in a number of
small towns earmarked for potential industrial development. These have
produced detailed information on the unemployed, potential employees,
school leavers and local labour demand which has been of use to the
development planners. The information is not comprehensive on an ovsrall
or national basis as the surveys have been undertaken -only on a one = off
basis in about 15 scattered localities around the country.

5.8 Labour demand information is much scarcer, although the absence of
adequate information of this type is typical of more advanced economies
than the Irish. A policy of small scale local development planning which is
currently in operation in Ireland, requires fairly comprehensive local labour
demand information for it to be effective, and the information currently
available in Ircland is inadequate. No data are gathered on a systematic
hasis, Broad employment trends by industry are estimated by the Depart-
ment of Industry and Commerce through the industrial review system. The
IDA gather some information of varying reliability about the employment
opportunities of new investments which they support, and the local labour
market surveys gather information on identifiable future labour demands
from employers in the study area. The sum of this information does not
provide an overall or detailed labour demand and supply picture.

ADDITIONAL INFORMATION REQUIREMENTS

5.9 Inview of the severe manpower problems which are facing the Irish
Government, the détailed regional development strategy- which is being
followed, "and the importance which manpower issues and policies will
assume with membership of the EEC, we consider that the presently avail-
able manpower data are inadequate for manpower policy design and control.
We think it might be useful to give some indication of the principal gaps
in current statistics.
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(1) The first weakness of current manpower information is that it
seriously understates the available labour supply in Ireland. This situation
may account in part for the inability of Irish economic policies to alleviate
the problem of chronic unemployment through aiming at too low an ex-
pansion rate. Now that [reland is in the EEC, structural change in the
Irish economy is expected to accelerate and economic policy will need to
be more radical for Ireland to compete effectively. More active policy will
require @ more comprehensive study of the labour supply situation. Four
groups of actual or potential employees on whom labour supply informa-
tion is currently inadequate can be identified. Non-manual employees and
school leavers are inadequately represented in the live register, marriec
women have a limited economic and social incentive to register for em-
ployment, and a large number of workers, primarily in the agricultural
sector, are underemployed and thus not contributing as effectively as they
might to income creation. More information on these groups would mobilise
and guide policy to make improved use of the country's labour resources.

(2) Current information is also inadequate on the individual charac-
teristics of the actual or potential labour supply. Information on the skill
and occupational characteristics of the unemployed, their age and the extent
of long-term unemployment is required for both local and national man-
power policy. The provision of this information is infrequent and imprecise.

(3) An outstanding characteristic of the Irish labour market is the
extent of labour migration to the United Kingdom and the relative un-
willingness of the adult labour force to migrate internally. The flow of
Irish emigrants is concentrated in the employable age groups and probably
includes a large number of trained individuals whose productive potential
is lost to the Irish economy. The flow is large and variable, apparently
dependant largely on economic conditions in Ireland and the United King-
dom. For Irish macro-economic policy to be successful in terms of
maximising domestic expansion, account needs to be taken of migratory
movements, and this requires information on their cause and extent. Policies
for the development of education, training and job opportunities need to
take account of the migration problem, and might attempt to minimise
both the outflow of trained labour and the impact of the outflow on the
domestic balance between labour demand and supply. Policies to improve
the mobility of labour within the country also require information on
migratory behaviour. ’ '

(4) Information on a regicnal and local level is also inadequate.
Labovr demand information at this level is critical to the success of the
Irish regional strategy. The provision of educational and training facilities,
investment in local services and infrastructure and the scale and nature of
local manpower services should all takz account of future demand develop-
ments. Local development assistance should be undertaken in the light of
information on the forecast demands of existing activity and local labour
supply characteristic,, Without such information the various economic
policies cannot be assured of achieving specific manpower policy objectives.




METHODS OF OBTAINING ADDITIONAL INFORMATION

5.10 The most obvious method of improving the data currently available
would be to gather more information from existing data sources. The value
of Census of Population data is severely circumscribed by the periodicity
of the census and the lag involved in processing the information. The addi-
tion of more information to the census would make the tasks of adminis.
tering and participating in the census more onerous and the analysis of
results might be even fu.ther delayed, Performing a complete census more
frequently would be a very costly way of gathering that part of the census
information which is required more frequently. Neither of these courses of
action promise to produce the type of information required in an efficient
manner, and we would not recommend a modification of the existing census
system as a means of gathering more manpower information.

5.11 The fact that the live register is a by-product of the social security
system, which is based on different. objectives from those of manpower
policy, restricts the opportunity of improving the usefulness of this source
of information. Some improvement in the periodicity with which age, skill,
occupation and unemployment duration characteristics are published might
be possible, but would only partially meet the requirements of the man-
power policy makers. It is basically inappropriate that vital manpower
information should be a by-product of a service which is designed to meet
quite different objectives, and we would thus not recommend an attempt to
build the live register into the basic source of manpower information,

5.12 The local labour market surveys can provide detailed information of
a type which is really useful for guiding investment assistance and indicating
the characteristics of the labour supply of a particular area. A series of
these ad hoc local surveys undertaken by study teams which are unfamiliar
with the locality in question would not meet the periodicity and cost
effectiveness requirements of a comprehensive manpower infcrmation system
however, and we do not consider that this approach could provide the
basic information required by the manpower policy makers.

5.13 Our conclusion is that all the present sources are inadequate for the
purpose of providing the type of manpower information which is necessary
for manpower planning and that none of these sources provides a satisfac-

tory framework on which a comprehensive information system could be
established, :

5,14 In view of the varied characteristics of the problems on which infor-
mation is required it does not appear that any single system would meet
all the requirements of the manpower authorities. We make a number of
suggestions about how the present system might be improved, which we
hope will be useful,

5.15 We do not feel that the Census of Population is a particularly suit
able vehicle for obtaining manpower information and think that a periodic
national labour market survey, undertaken annually or biennially, on a
sample basis would be more useful, A statistically significant sample of the
population could be covered at relatively modest cost, and a reduction in
the scale of the Census of Population which would result would meet at
least part of the cost of the labour market surveys, The information
gathered by this means could be adapted to the requirements of the man.
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power authorities and, in view of the relatively small number of returns,
processed more rapidly than the Census of Population data. On balance
this source of manpower information would appear to be the most cost
effective method of obtaining basic labour market data.

5,16 A sample labour market survey on a national basis would not provide
all the detailed local information on labour supply and demand necessary
for implementation of development objectives at the regional and local
level, This information might be collected through local manpower offices,
The National Manpower Service is the greatest potential beneficiary of such
information, and some part of the placement officers’ iime is already spent
on gathering local labour market information. If the role of the National
Manpower Service in providing such manpower information were syste-
matised and resources specifically allocated for this purpose, an efficient
data collection system could be developed. This type of detailed informa-
tion on unemployment, school leavers, potential employees and identifiable
labour demand is most useful if it is obtained systematically and reliably.
It might be helpful to nominate an officer (possibly full-time) in each NMS
regional office whose job it would be to supply comprehensive information
on the regional labour market to the Regional Development Organisation
and to the relevant central Government bodies. This form of organisation
would fit naturally into the regional development structure and the infor-
mation generated would considerably enhance the executive-type regional
development programme which we have recommendied.,

5.17 Certain specific Irish manpower problems remain which are inade-
quately covered by a scheme of labour market surveys and regional infor-
mation officers. The scale and nature of emigration; the problem and
potential of the underemployed; and the possibility of developing advanced
econometric forecasting techniques to a level at which they can contribute
to the desigh of Government manpower policy are all subjects on which
comnprehensive research is required, The research unit which we have
proposed should be established in the Department of Labour (Chapter 2),
should have the technical capacity to undertake research of the type neces
sary to complement the regular channels of manpower information, and
the potential value of research on these specific problems of manpower
policy lends further support to our recommendation for the establishment
of such a professional research unit in the Department of Labour.

I3
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TRAINING AND EDUCATION

6.1 The team agree with the view put to them by the Irish authorities
who say that:

“it is expected that industrial training will continue to be the key
clement in manpower policy in the 1970s and problems arising under
this heading will be a major preoccupation of the manpower author-
ities . ' ' '
In view of our knowledge and experience we have concentrated this section
of our analysis on skill training rather than educational facilities, whilst
recognising that the two subjects are interdependent and often indistinguish-
able. We comment briefly on the post primary educational system and the
relationship between education. and the !abour market at the end of this
chapter.
6.2 In the next decade emrloyment in Irish agriculture will continue to
~decline (see Chapter II); employment in existing service and industrial
operations will expand and new industry will be attracted to Ireland.
These changes are likely to be accelerated by membership of the European
Economic Community. They will require a substantial and continuing effort
to improve the numbers and quality of skilled manpower. A high priority
for training and retraining is necessary for the economic changes which
are an integral part of Irish growth strategy in the 1970s and beyond. If
_ maximum expansion of ‘the economy is to be achieved it is vital that skilled
labour be available to meet the needs of expanding Irish industry and to
complement the fiscal investment incentives being offered to attrect new
industry. Doubts about the availability of trained labour will namper
these developments and it is vital therefore that manpower policy and
training in particular should be accorded its due role in the expansion
programme.

6.3 The considerable geographical and occupational imbalances which
characterise: the Irish economy have been highlighted earlier in our report,
Their existence suggests that there is great scope for increasing internal
mobility between Jobs and regions in Ireland. In a social cost-benefit
analysis the benefits of a training programme are usually estimated by
using the resultant increase in wages as a proxy for the increase¢ in pro-
ductivity. The costs arc the institutionul ones of providing the training
facility and the opportunity costs for the persons undergoing training.
For a person otherwise unemployed the second item will generally be nil.
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6.4 Training does more than assist economic expansion by ensuring
that sufficient workers of the requircd skills are available in the right
places at the right time. It is also an investment in human capital, which
has social as well as economic benefits. The potential output (and earning
capacity) of the individual is increased by fresh skills and, if successfully
used, these skills benefit society as a whole. Training is thus a major
element in both economic and social progress, and we consider that it
should be given a high priority in Irish policies for more rapid growth
and the improverent of community welfare.

6.5 A co-ordinated approach to training is necessary between Government
authorities, industry and the educational system. The aim should be to
ensure that firms carry out training sufficient to meet their own future
needs and recognise in addition the social benefit to be gained from in-
creased training. Ideally the Government should concentrate on the pro-
vision of grant aid to training for new industry, modernisation of the
apprenticeship system and encouraging training in firms and training insti-
tutions for particular skills in short supply. The extent to which this se-
lective approach will be possible will depend on the reaction of industry

to the fresh impetus which Government encouragement of training is pro-
viding,

TRAINING BY THE FIRM: THE LEVY GRANT SYSTEM

6.6 The largest part of the training effort is arranged by employers to
meet their own immediate or foreseeable needs. This is right. By providing
training the employer avoids unnecessarily high costs arising from poor per-
formance, delays, breakdowns, high labour turnover. Training needs vary
from firm to firm according to local circumstances and only individual
employers are in a position to decide what these needs are. There is
evidence, however, that the benefits of training were not widely recognised
by employers before the introduction of the Industrial Training Act 31967.)-.
One of th: main aims of policy should be to ensure that the generality of
employ<.s recognise the value of training and arc stimulated to assess their
training needs.

6.7 However, there are a number of factors which dissuade a private
person or a firm from undertaking training which would be socially desir-
able. The individual may lack information about training opportunities and
potential private returns, he will not be able to obtain a loan to meet his
personal training costs and living expenses over the training period, and
the credit market will not be in a position to offer loans with the neces
sary guarantees against the risk of possible failure. An employer paying
the cost of training will run the risk of losing the productivity benefit of
the training if the newly trained employee moves to another firm.

6.8 There are a number of ways in which the Government can attempt to
overcome these problems:

(1) Provide loans with the necessary guarantees and thus overcome
the weakness of the credit market. This approach may be combined with
a system of individual “drawing rights” which guarantee each member
of the community the opportunity to engage in a minimum.period of
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training during his working life, and provide resources from a central
fund to finance the training or retraining. To date fcw countries have
adopted this approach on a large scale, but more are moviug in this
direction, particularly in respect of univeisity training.
. (2) An alternative method of overcoming the market weakness is
to subsidisc individual training by providing large scale public facilitics at
low or nil cost to the trainee. This type of scheme will offer strong in-
centives for training -which will have to be controlled by a selection me-
chanism. An obvious drawback of the system is that the selected individuals
obtain most of the benefits from the training (apart from those taxed away
or represented by an excess of productivity gain over higher wage payment)
but bear a small proportion of the costs. This type of schemec may thus
have the effect of intensifying skewness in the income distribution.

(3> A third approach is to internalise the costs and benefits of
trening within a group of firms. A theoretically perfect system. would
avolve the firm paying a fee for each employee, equal to the periodised
training costs of that employee, to a central fund which would then pay
for training across the economy regardless of whether it took place.in an
institution or in another firm. Free mobility is guaranteed and an optimal -
allocation of resources is achieved without violation of equity in the income
distribution if equal training opportunity is offered to all employees.

6.9 The levy/grant system used in Ireland and administered by AnCO is
a somewhat crude variant of the third scheme. Every firm in an industry
pays a certain percentage of its wage bill in the form of a levy to AnCO
and in return is guaranteed a grant if it fulfils certain conditions regarding
training. As a general rule it is not possible for a firm to receive a training
grant in excess of its levy contribution. This means that some of the
potential economic virtues of the third approach are lost. There is no
guarantee that training takes place in the firm with a comparative ad-
vantage for training, and there are few incentives for training giving broader
skills or increased mobility. In addition the system is administratively
burdensome with a large amount of negotiation between individual firms
and AnCO. Supplementary to this scheme AnCO also runs a retraining
programme of a more traditional type — the second approach — although
on a small scale - 1,0 places by the end of 1972,

6.10 1t may in time prove possible to reduce the scale and extent of the
levy/grant system, but it is not practicable now to recommend any parti-
cular timescale for this nor whether at a later date the system should be
dropped or used more selectively, Decisicns on these matters will depend
on the extent to which the need for effective training of workers is accepted
by senior management in the larger firms and the extent to which AnCO’s
professional advisory staff establish a reputation for effective advice on
training systems, Meanwhile we have several suggestions to offer for the
development of the work of AnCO.

6.11 We believe that AnCO should develop an effective organisation for
advice and consultancy, in addition to its management of the levy/grant
scheme, since many managements are inexperienced in training. In admin-
istering training grants, AnCO staff should be able to advise firms on the
types of training programme needed and how to establish such programmes,
An active advisory setvice on training, in addition to the financial aid,

59




should persuade firms of the value of the levy/grant system and of their
own training efforts,

6.12 AnCO might also provide a competent * consultancy "' operation to
give advice and guidance to employers on the spot. The consultants should
be able to cvaluate the training requirements of a firm and advise on
staffing, training standards and techniques and assist in the placement of
staff in training centres and technical colleges. The quality of consultancy
staff will be vital to success and the service should therefore be built up
from a limited number of really good staff who command the respect
of managements. The same quality of staffing is required in the manage-
ment strata of AnCO itself for the agency to maintain and improve its
standing with Irish industry,

6.13 The Irish Management Institute are already providing a service which
has somewhat similar features, although primarily directed at management
and organisational needs. The IMI's In-Company Management Develop-
ment Unit provides a consultancy service aimed at improving companies’
business and human resources development and this can include advice on
the assessment of training needs and the design and implementation of a
full training programme to meet that need. The scrvice is now $ years
old and is well developed, but it is appropriate to raise the question of
how AnCO and IMI can best co-operate to ensure that the best service in
the area of training can be given to Irish industry. The need for such a
service is common throughout Irish Industry, and the rather larger scale
and more comprehensive coverage of AnCO's operations might ensure
that the scheme reaches the maximum audience. There would also appear
to be a close relationship between the financial and advisory work of
AnCO and the IMI's training setvices which would mean that both would
benefit from a closer working relationship. This possibility might use-
fully be given serious consideration.

6.14 The training needs of smaller firms, say those with between 10 and
50 employees, require special treatment. We consider there is a need to
develop services tailored to them, since in the longer term they: are likely
lo require continuing outside support in training matters, e.g. their needs
often arise sporadically and for this and other reasons it may be difficult
to persuade owner-managers to undertake training themselves in training
techniques. The best course might be for AnCt; *n develop a consultancy
branch specialising in small firms, together witu -+ piovision of specific
courses for small-firm managers, for example, at \ .~kends. The present
basis of exemptions from levy/grant of small firms (titose with an annual
wage bill of £5,000 to £20,000 depending on industry) is too small and
needs redefinition according to the circumstances in cach industrial sector,

- TRAINING AND RETRAINING SCHEMES FOR INDIVIDUALS

6.15 We believe there will be'a need over the nest decade for a significant
increase in the facilities available for training and retraining individual
workers, In addition to the unemployed and those in rural areas who
wish to obtain industrial employment, there will be a general demand for
more skilled workers as compared with the present situation. A high
proportion of such training and retraining schemes should aim to produce
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a level of skills at least equal to that gained through apprenticeship and
gencrally recognised as such. It is difficult to estimate now the precise
demands of the labour market in the future, but to plan for an expansion
from the present level of a throughput of 0.2% of the labour force an-
nually by the Government training centres to a level of 0.5 to 1% in
five years' time would scem reasonable,

6.16 In view of the economic background presented earlier, there seem a
priori to be great social benefits to be reaped in Ireland from further
increases in the training programme. In an economy where wage differ-
entials between skilled and unskilled average about £10 per week and
where six months' intensive training is required from a technical point of
view to achieve an upgrading, the pay-off period from a skill training
programme would be little more than onc year. There is thus every reason
for attempting to train workers of all-age groups. We were concerned to
discover that only 10 Y% of trainees in Government Training Centres were
~ over 35 years old, and thought there should be more emphasis on the train-
ing or retraining of adults in higher age groups. To make training more
attractive to potential trainces we recommend that consideration should be
given to paying trainees a proportion (say 60 or 80 %) of the normal wage
for the occupation for which they are being trained. At present trainecs
receive only slightly more than the Unemployment Benefit rate and this
is unlikely to attract good quality trainces, particularly from the older age
groups.

6.17 We were encouraged by reports of an arrangement reached in Cork
where a new training centre was opened in 1972, Adult trainees are being
trained to a fully skilled level in engincering and existing craftsmen in
enginecring are being trained to up-grade their skills. The trainees are
being accepted by the unions as suitable for skilled jobs in the industry.
Full provision should be made for places in centres for upgrading skills,
These needs will not be confined to manufacturing industry and certainly
not to semi-skilled or:skilled manual jobs. Shortages of all technicians,
skilled people in the service trades and adequately trained middle manage-
ment are more likely to prove bottlenecks to economic expansion, and
will require further expansion of technical colleges, agricultural institutes
and the INI facilities. '

6.18 We, believe that it might well be practicable to foresce in more detail
particular arcas where a shortage of skilled workers is likely to hold up
progress, The National Manpower Service is setting up an information
system on a regional basis for job vacancies and employee availability.
This should be helpful. In addition, it would seem desirable to establish
some point in the manpower service which would concentrate on identifying
particular arcas where a substantial additional training effort ought to be
mounted. An attempt to create a manpower forccasting machine to cover
all occupations would probably be less useful than a limited exercise
drawing on all the information which can be made available through the
manpower services, through AnCO, through industrial associations and
through' contacts with individual firms. There should also be studies of
information on training from European and other sources and, whete
necessary, research specific to the [rish situation carried out to proviie
information required for proper planning of training provisions, The central
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role in this task might usefully be undertaken by the planning unit which
we have recommended should be created in the Department of Labour,

6.19 We welcome the expansion in a number of Regional Technical Col-
leges which provide general educational programmes leading to technician,
higher technician and in some cases professional qualifications, but suggest
that it would be desirable to provide a wider range of courses covering
more specialist as well as general industrial training;

APPRENTICESHIP

6.20 A review of the Irish apprenticeship system is in progress. Traditional
apprenticeship schemes are being modified and brought into line with
preseni-day needs throughout Western Europe. We arc convinced of the
importance of systematic off-the-job training in the first period of an
apprenticeship and that apprenticeships should be broadly based in the
early stages while enabling the apprentices to specialise in particular skills
later ‘on. We are certain that the tendency towards a shorter apprentice-
ship period is essential in present-day conditions. We hope that the changes
in the apprenticeship system will be along these lines. :

6.21 Apprenticeship of young people is the only way at present in which
many craft skills are acquired. Experience in other countries has demon-
strated that older workers with appropriate background experience can be
given an adequate skill in many of these occupations through systematic
courses far shorter than an apprenticeship, Where shortages of particular
skills are apparent it does not secem sensible to restrict -training to young
people on apprenticeships.

6.22 We believe that it is important to consider ways of increasing the
opportunities for those willing and able to learn craft skills. Shorter ap-
prenticeships will help. So would moves to recognise pre-apprenticeship
educational qualifications as entitling the holder to shorter apprenticeship
periods, For example, currently students with vocational leaving certificates
get no credit for their qualifications, Gi ‘g credit for relevant qualifica-
tions would attract beter-educated school~ .vers into apprenticeship, Syste.
matic off-the-job training will also att ;t more able entrants to craft
occupations, as well as shorter apprenticeship times, especially if the whole
of the first year after school could be spent in full-time vocational training,
The team believes that cureful consideration should be given to developing
4 comprehensive range of one-year full-time courses in establishments which
have an industrial atmosphere (e.g. hours, discipline) and perhaps where -
the subjects taught have been. agreed by both sides of industry. Such
courses could be followed by on-the-job training for two or three years
as necessary, backed up by short intensive training modules off the job.

TRAINING SERVICES FOR INDUSTRY

6.23 General, AnCO is already providing a number of services to indi-
vidual industrial firms, partly on a repayment basis. We consider that
there will be an increasing need for the central provision of services. For
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instance, AnCO should not only provide firms with training instructors,
but also take instructors into training centres to receive tuition paid for by
AnCO while salaries are still paid by the instructors’ firms. Provision of
training modules and kits with standard syllabuses should also be consid-
ered. Individual firms would not find it economic to provide such services
for themselves, We recommend that AnCO should experiment freely with
various services, not necessarily on a full repayment cost basis, This is
likely in many cases to prove cheaper than the effort to provide the training
directly through AnCO.

6.24 The Irish Management Institute is currently undertaking research in
consultation with AnCO to assess future requirements for management
training. We consider that the development of a comprehensive management
training programme is necessary for Irish industry to prosper in the EEC,
The IMI already offers a wide range of popular senior management courses
on specialist techniques which attract support from most of the large Irish
firms. We were favourably impressed with the availability of this type of
management training, and urge that the IMI should continue its attempts
to ensure that the structure and content is systematically related to current
and future Irish management requirements. A greater attempt does need
to be made to attract chief executives of organisations to advanced mana-
gement courses, and we welcome the creation of a branch of the IMI
to deal specifically with this problem. Two areas where the administration.
of management training might be improved are the selection and follow-up
of trainees. A more active selection policy would guide training effort in
the most profitable direction and follow-up will assist in the diffusion of
improved management techniques throughout firms in which only a small
number of executives are able to benefit from formal training,

6.25 An evaluation of the Irish Management-training effort can only be -
done against the background of the particular management problems of
the Irish economy. It is possible to identify three quite different types of
firm operating in Ireland - a relatively small but growing number of foreign-
owned modern enterptises selling in fast-growing markets, a number of
large, Irish-owned firms, primarily in the food, drink and textile industries,
and a large number of small concerns engaged in small-scale agricultural,
manufacturing and commercial activities. These different types of firm have
very different management training requirements, The larger firms require
fairly sophisticated training facilities in business skills such as finance,
marketing, project control etc., designed to supplement technical or aca-
demic qualifications with the skills necessary to translate professional
qualifications with the skills necessary to translate professional qualifications
into effective business management. With a policy of active attraction to
new foreign investment in operation, the provision of well-trained Irish
managers is vital for both the successful establishment of incoming firms
and their integration into the Irish business environment. It is important
that IMI facilities for this type of training should meet the requirements
of the new industry programme and should be specifically geared to that

programme,

6.26 The large number of small firms also have a vital role to play in
Irish economic progress, filling the gaps in the economy left by the larger
enterprises -and providing a source of new ideas and fresh enterprise. The




need to maximise the contribution of ‘the small firm sector is all the more
pressing in a period of accelerating technical and economic change when
Ireland is taking the first steps towards economic integration with the other
EEC countries.

6.27 Specialist block release courses are well suited to the senior executive
of a large modern enterprise, but not to the owner/manager of a small firm
whose knowledge of management techniques is probably small and who is
too deeply involved in the day to day business of his firm to spend several
weeks away on an IMI course. The type of management training he re-
quires is also different from the exccutive in the larger firm, His primary
need is to build up a comprehensive but fairly basic level of accounting,

-marketing and labour management skills. We saw some evidence of manage-

ment courses designed to meet what appears to be the very pressing needs
of the owner/manager, but recommend a much ‘greater concentration of
effort on this particular problem,

6.28 The IMI is already operating a Programme for Smaller Business
which has many of the attributes required of this type of specialised mana-
gement training, Most of the courses are run for specific industrial sectors
so that the subject matter can be related specifically to the task of mana-
ging a small firm in any given scctor. Since the beginning of this pro-
gramme in 1967, approximately 1,500 owner/managets of firms with under
100 employees have attended courses each year,and the IMI estimate that
onc-third of all owner/managers have attended at least one training course.
This would still seem to be inadequate to meet the vety real nced for
improved management in many small traditional [rish firms. We would
like to see an expansion of the IMI programme to offer greater opportu-
nities for owner/managers to receive petiodic.training in basic management
techniques and particular problems of their own industrics, We would
also like to see an expansion in the current programme for in-company
training and advice which is particularly well suited to the requirements of
the small firm owner-manager. : :

SUPERVISORY TRAINING

6.29 There is a shortage of qualified supervisors and we recommend that
AnCO should encourage the provision of supervisorv training schemes in
firms® training programmes. The team note that the IMI and the Institute
of Supervisors have worked with AnCO to revise the syllabus for the
relevant diploma and to produce student and teacher manuals; such co-
operation should be continued, We recommend also that management
training programmes should emphasize the importance of the recruitment
of supervisors and of a proper understanding of their role.

HOTEL AND CATERING TRADES TRAINING

6.30 The Council for Education, Recruitment and Training for the Hotel
Industty (CERT) has wide experience of the special problems of training
for the hotel trade. However, the team does not feel that the problems of
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training in the hotel trade are so different as to justify the continuing
independence of CERT from AnCO. We think it would be logical to
extend AnCO’s operations to cover not simply CERT’s specialism of hotel
training, but also restaurants and canteens.

AGRICULTURAL TRAINING

6.31 About one quarter of the labour force is employed in the agricultural
sector and we were impressed with the range of training opportunities
available, Given the importance of agriculture in the Irish economy it is
not surprising to find that training in this sector is well established. We
are certain that training in agriculture will continue to be important,
particularly if the full benefits of EEC membership are to be gained, and
we consider that it will be increasingly important for the training of people
in agriculture to concentrate more than in the past on simple management
training and on skills which’ might be helpful in the development of local
processing of farm produce. Also, as technological knowledge increases,
systems for spreading this information, such as are already provided by
the Department of Agriculture and Fisheries and the Agricultural Advisory
Service, will become increasingly important and their use should be encour-
aged at the training stage so that full benefit can be derived from the
technological developments,

TRAINING FOR THE SERVICE INDUSTRIES

6.32 Provision for the service industries appears ‘inadequate. Service in-
dustry has a major role to play in economic development and some thought
might be given to the problem of determining training needs and providing
Government assistance for the provision of training opportunities.

EDUCATION AND THE LABOUR MARKET

6.33 The basic function of the education process is to prepare individuals
for their future role in society. Employment is a major feature of that role.
Educational facilities should have regard to employment opportunities in
the range and scale of courses they offer. The Department of Education
has already made a major effort to improve the contribution of the educa-
tion systeln (o the preparation of individuals entering the labour market.
They have expanded the provision of technical college education and are
introducing community schools whick have as a major objective the exten-
sion of facilities for the teaching of technital and work-related subjects,
However, considerable problems remain.

6.34 Secondary education opportunities in Ireland vary from area to area,
Much secondary education is academically-oriented with apparently little
regard for labour market opportunities and requirements. A broad range
of both academic and technical courses should be available to all secondary
students and examinations might be standardised and offered in both
academic and technical subjects and a mix of the two.




6.35 The Regional Technical Colleges have a primary role to play in the
provision of trained manpower. They should be closely involved with
local industrial and commercial training requirements and operational
schemes, and seen as providing the systematic off-the-job element in train-
ing local skilled manpower, The current expansion programme is both .
‘necessary and welcome.

6.36 We formed the impression that the relationship between AnCO and
the vocational education system is not effective. We think a closer relation-
ship should be established and suggest the setting up of a joint committee
to advise on content of syllabuses.

6.37 One special problem relevant to the expansion of the training effort
in Ireland is that of emigration. Regardless of the way training is financed
(except by a private self-financing loans scheme) an increased training
programme might see much of the benefit lost to the Irish economy via
emigration. Indeed as the level of training improves the work-force might
become still more ready to move as Irish graduate traiting experience has
suggested. A kind of international levy/grant system has interesting theore-
tical possibilities, and Ireland’s participation in the European Social Fund
and European Regional Fund might present the opportunity to work out
some suitable arrangement. Lump sum transfers from countries benefiting
from Irish training on an agreed bilateral basis might be another possibility
for compensating for the outflow of trained labour from Ireland.




VIl

MANPOWER POLICY IN IRELAND:
A CONCLUDING INTERPRETATION

7.1 The choice of measures and the organisational framework of the
manpower policy of a country is to a large extent determined and may
thus be constrained by its historical traditions and the social and poluical
situation, Discussion of national policies to be meaningful in an inter
national forum must take account of all these considerations and con-
straints and concentrate on problems of a more general character, say where
experience from one country may be of value for other countries, We have
attempted to present and discuss Irish manpower policy in a general frame-
work and point where Irish experience might be of value for other countries
or where experience from other countries might be of value for the Irish,
This is as far as an international eXxamination team can go as it is
impossible to make final judgements about which of another country’s
policies are good or bad. .

7.2 As has been underlined in the preceding paragraphs the general
character of manpower policy as a concept in economic analysis is far
from clear.” In any case there exist side by side two quite different
approaches in the OECD countries:

(@) One approach stresses the problems in stabilisation ‘policy of
combining high employment with moderate inflationary pressures.
Actual policies will then aim = within an active general demand
management policy = to diminish structurally high unemployment
with the minimum impact on inflation generating pressures and
hopefully a decrease of inflationary pressures in the shortage
sectors, This policy can be conducted in a number of ways:
increasing demand selectively in the sectors with excess supply by
direct expenditure or by subsidisation, decreasing expenditure or
by selective taxation, or by attempting to increase mobility from
slack to shortage sectors to alleviate imbalances.

(b) Another approach stresses the development and growth objectives
and would attempt to create new jobs in areas with high unem.
ployment and increase labour mobility from low productivity
sectors to sectors with higher productivity, This approach tends to
stress the necessity of speeding up a development process and
ovetlooks the problems caused by transition between sectors in
the growth process, .
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7.3 In practice it is difficult or may be meaningless to distinguish between
the two different approaches and there will always be & growth aspect in
the stabilisation-problem oriented policy and vice versa. Our study of the
measures used in Irish manpower policy scems to indicate a stress on the
development and growth approach. :

7.4 This brings us back to the key question about the gencral character
of Irish manpower policy. In the preceding chapters we have drawn atten-
tion to the fundamental imbalances in the Irish economy - high unemploy-
ment, trade deficit and considerable cmigration. We have also observed that
domestic inflation has continued at a relatively rapid rate while at the same
time independent exchange rate policies have not been included in the range
of economic policics. The continuing character of imbalances in the
economy, when sct against a background of somewhat limited macro-
economic policies, suggests that the attempt to alleviate these imbalances
by the use of manpower policies has set the policies a task for which they
arc fundamentally unsuitable. They appear to have been used as gencral .
subsidies to marginal employment across the whole economy, and may thus
have been used to some extent as a substitute for more fundamental
changes in macro-economic policy. This analysis may help to explain the
apparent inability of an expanding manpower programme to deal with the
problems of uncmployment and inflation. The lack of success may not be
duc to the usc of inefficient or unsuitable manpower policy measures, but
an indication that the policies have not been wholly appropriate to the task
they have been required to perform.
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