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PREFACE

In February 1975, the Council published Population and Employment
Projections: 1971-86.! In a subsequent report,? some of the implications
of the projections for employment and living standards were examined.
These two reports were part of a series? devoted to longer term prob-
lems of economic and social development. This series was an attempt
to up-date and expand the National Industrial Economic Council’s
Report on Full Employment}* which was published in March 1967.

At the beginning of 1977, the Council decided that the population
and employment projections should be revised in the light of more
up-to-date information.

This report is presented in three parts. In Part A, the revised
population projections to 1986 and their implications for jobs and
living standards are summarised. An attempt is made to place these
projections in perspective. Part B contains details of Professor
Brendan Waish's revised projections and discusses the reasons for
the differences between them and the earlier projections given in
Population and Employment Projections: 1971-86. Part C examines
the implications of the revised projections for jobs and living stan-
dards. This part was prepared by Mr. Tom Ferris and Mr. Andrew
Somerville.

INESC, No. 5, February 1976.

®Jobs and Living Standards: Projections and Implications, NESC, No. 7, June
1975.

80ther reports in the series are Population Projections 1971-86: The Implications
for Social Planning—Dwelling Needs, NESC, No. 14, February 1976; Population
Projections 1971-86: The Implications for Education, NESC, No. 18, July 1976,
Rural Areas: Social Planning Problems, NESC, No. 19, July 1976:

The Future of Public Expenditures in Ireland, NESC, No. 20, J uly 1976;
Report on Public Expenditure, NESC, No. 21, July 1976;

Prelude to Planning, NESC, No. 26, October 1976 and

The Potential for Growth in Irish Tax Revenues, NESC No. 31 (forthcoming).

‘That report stated the problems, assessed their dimensions, suggested some of
the main elements of a broad strategy by which full employment might be pursued,
examined some of the main obstacles which then lay in the way of its achievement,
and generally posed the choices which the community, if it wanted full employment.
would have to face and make. The Third Programme for Economic and Social
Development 1969—72 was drawn up against the background of the NIEC'S Report
on Full Employment and was presented as a step on the road to that goal.
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PART A

THE COUNCIL'S COMMENTS AND CONCLUSIONS'

Population and Employment Projectlions

1.1 The main features of the population and employment projections
which Professor Brendan Walsh made for the Council in 1974® are
summarised in Table A.1.

1.2 The projected increase between 1971 and 1986 in the numbers
who would be seeking work depended on the assumptions made
about net migration, the marriage rate and participation rates (which
varied according to age-group, sex and marital status). The differ-
ence between the “low” and “high” estimates in Table A.1 overleaf
was mainly the result of different assumptions about emigration,

1.3 Given the projected increase in the labour force, the numbers who
would be seeking work outside agriculture depended on the assump-
tion made about the decline in the “family farm” labour force during
1971-86. Given the numbers who would be seeking work outside
family farming, the projected net increase in employment in industry

ISuccessive drafts of these comments and conclusions were discussed by the
Economic Policy Committee at its meeting on 6 May 1977 and by the Council at its
meeting on 19 May 1977,

*See Population and Employment Projections: 1971-1986, NESC, No. 5, February
1975.
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TABLE A
Summary of Projections: 1971-1986
1986 (Projected)
f

1971 “Low" Estimates® | "High” Estimates”
(Actual ]
. i.n Pro- Annual Pro- Annual
Millions) | jection | Average jection | Average
in % in %
Millions | Growth | Millions | Growth
Total population 2-:98 351 1-1% 3-78 1-6%
Age Structure of Population
0-14 years 0-93 1-08 1:0% 1:28 21%
15-19 years 0-27 0-31 0-9% 0-31 11%
20-24 years 0-22 0-29 1-9% 0-32 2:6%
25-44 years 0-63 0-92 2:6% 0-94 2:8%
45-64 years 0-61 0-56 —0-6% 0-56 —0-5%
65 years and over 0.33 0-36 0-7% 0-36 0-6%
Numbers seeking work
Males 0-83 0-97 11% 1-00 1-2%
Females 0-29 0-33 1-0% 0-35 1-3%
Total 112 1-30 11% 1-35 1:3%
Occupational Distribution
Family Farm (both sexes) 0-23 0-14 —3-5% 015 -3:2%
Non-Family Farm (both )
sexes) 0-88 1-16 1-9% 1-20 2:1%
Total (both sexes) 1-12 1-30 1-1% 1-35 1-3%
Non-Family Farm Employ-
mentt
Total Employment (both
sexes) 0-82 112 2:1% 1-16 2:4%
Total Unemployment (both
sexes) 0-06 0-05 —2:5% 0-05 —2:2%

Total Non-Family Farm
Labour Force 0-88 116 1-9% 1-20 2-1%

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

tNon-Family Farm employment relates to the level of employment (and hence un-
employment) required to reach Full Employment on Professor Walsh's assumptions
by 1986.
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and services depended on the “target” level of unemployment for
1986. The assumption made about unemployment had to take account
of the size, structure and openness of the Irish economy.

1.4 Assuming an unemployment rate of 4% by 1986, Table A.1 shows
that between 1971 and 1986 a net increase in employment outside
family farming of 300,000 to 340,000 would be required—an average
of 20,000 to 23,000 a year. This underestimated the numbers for whom
new jobs would have to be provided, because it took no account of the
existing jobs that would be lost (as a result of technical progress
and changing market conditions), or of the rise that would occur in
participation rates if jobs became more easily available. If it were
assumed that there would be 5,000 redundancies on average each
year—a low figure in the light of recent experience—the number
of new jobs required between 1971 and 1986 would be in the range
375,000 to 420,000—or 25,000 to 28,000 a year. Even these figures
would underestimate job requirements to the extent that participation
rates rose as an unemployment rate of 4% was approached.

1.5 Since 1974, more up-to-date information has become available
about the likely trends in population and agricultural employment.?
The Council asked Professor Brendan Walsh of the Economic and
Social Research Institute to prepare new projections, taking account
of these recent studies. Professor Walsh’s revised projections are
published in full in Part B of this report. Their main features are as
follows, assuming an unemployment rate of 4%* in 1986:

*Namely, W. Keating of the Central Statistics Office: An Analysis of Recent
Demographic Trends with Population Projections for the years 1981 and 1986,
Paper read before Statistical and Social Inquiry Society, March 1977:

EEC Labour Force Study;

Economic and Social Development, 1976-80 (the Green Paper);

Alternative Growth Rates in Irish Agriculture, NESC, No, 34 (forthcoming);
Professor Walsh also had access to work done by the Department of Finance on
employment projections.

fThis is the unemployment rate that was used in NESC, Report No. 5. In his latest
study (see Part B below), Professor Walsh used a figure of 5%.
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TABLE A.2

Summary of Projections 1975-1986

1986 (Projected)

1975
(actual “Low" “High”
in Estimates Estimates
millions) "
Pro- Annual Pro- Annual
jection | Average jection | Average
in change in change
millions in millions in
millions millions
Total Population** 3-127 3-486 | +0-033 3-514 | 4.0-035
Total Labour Force* 1-140 1-242 | 4+0-009 1-312 | +0-016
Total Employment* 1-050 1192 | +0-013 1-260 | +0-019
Sectoral Distribution
Agricultural employment 0-252 0195 | —0-005 0-210 | —-0-004
Non-Agricultural
employment*** 0-798 0-997 | 40-018 1-050 | 40.023

* The “high” and “low" estimates are the upper and lower bounds of the possible
labour force participation rates based on the assumptions used in Professor
Walsh's projections. These projections are a summary of the employment
growth required to reach ““full employment” (defined as 4% unemployment rate)
by 1986. The unemployment rate for 1975 was 8%,

The population projections are those presented by W. Keating to the S.S.1.S.1.
in March 1977 in his paper entitled “An Analysis of Recent Demographic
Trends with Population Projections for the years 1981 and 1986 "—the two
projections for 1986 depend on the migration assumption chosen. (Keating
assumed zero net migration for 1976-81, resulting from a net outflow of 45
thousand in the age group 20-29, and an offsetting inflow in the other ages.
For 1981-86, the “high” projection made a similar migration assumption, the
“low” projection allowed for an overall net outflow of 25 thousand).

LYY

The “low” and "high” projections for non-agricultural employment were
derived from the total labour force projections by using (a) the trend reduction
in agricultural employment and (b) the smaller reduction associated with an
ambitious target for agricultural output in Afternative Growth Rates in Irish
Agricuiture, NESC, No. 34 (forthcoming).
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1.6 The assumptions on which these revised projections are based,
and how they differ from the assumptions which underlay the earlier
projections, are described in detail in Part B. The revised projections
show that over the eleven years from 1975 to 1986 a net increase
in employment outside agriculture of 199,000 to 252,000 would be
required—an average of 18,000 to 23,000 a year.

1.7 As with the earlier projections, these figures underestimate the
number of new jobs that would be needed outside agriculture. Some
existing jobs will be lost as a result of technical progress and chang-
ing market conditions, and new jobs would be required to replace
them. If 5,000 redundancies a year were assumed over the eleven
years to 1986 the number of new jobs required would lie in the
range 254,000 to 307,000—or 23,000 to 28,000 a year.

1.8 In addition, if an unemployment rate of 4% were really being
approached, it is very likely that even more new jobs would be
required. More people would leave agriculture than is assumed in
Professor Walsh's projections, the participation rate for marrled
women could rise to a higher level than he has assumed, and more
emigrants might be attracted back to Ireland.

1.9 |If it were assumed that a new job in industry generates on
average another new job within the economy and if it were also
assumed that all redundancies will occur in industry, then the number
of new jobs that would have to be provided in industry would lie in
the range 155,000 to 181,000—significantly more than half of the total
required. The achievement of full employment would therefore involve
an increase of more than 50% in the 1976 level of industrial employ-
ment, and of about 25% in the 1976 level of employment in the services
sector.

110 Table A.3 shows the projected change in the age-composition
of the labour force between 1975 and 1986. It can be seen that
virtually all of the increase in the numbers who will be seeking work
between 1975 and 1986 will occur in the age group 15-44 years.

13



TABLE A.3
Projected Labour Force 1986

1986 (Projected)

Age 1975
Distrubution | (Actual in "Low" Estimates* “High” Estimates*
of labour millions)
force Projection Annual Projection Annual
in Average in Average
millions change in millions change in
millions millions
1644 0-732 0-900 +0-015 0-913 +0-017
45-64 0-344 0-325 —0-002 0-330 —0-001
65 and over 0-064 0-017 —0-004 0-069 +0-001
15 and over 1140 1-242 +0-009 1-312 +0-016

“The "high” and "low” estimates refer to assumption regarding age-specific
labour force participation rates.

111 The "low” estimate for the labour force in Table A.3 above is,
for 1975-81, the same as the estimate in Economic and Social
Development, 1976-1980. The average number of new jobs required
each year will decline further after 1986 if the recent tendency for
fertility rates to fall continues.

Productivity

1.12 The rate at which national output can grow depends on the
availability of productive resources and the efficiency with which
they are used. People are the most important productive resource and
the population projections indicate that there could be significant
increases in the numbers seeking work over the next ten years.
At the same time, there is considerable scope for improving the effi-
ciency with which resources are used.

1.13 In 1975, the Council compared productivity in agriculture,
industry and services in Ireland with productivity in these sectors
in Northern Ireland, Britain and the smaller EEC countries. The com-

*Jobs and Living Standards: Projections and Implications, NESC, No. 7, June
1975.
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parisons were for 1971—the latest year for which statistics were then
available. The results were as follows:

TABLE A4
Sectoral Productivity* 1971 (Republic of Ireland = 100)
Country Agriculture Industry Services
Republic of Ireland 100 100 100
Northern Ireland 146 101 102
Britain 219 108 119
Benedelux** 187 14 139

*Productivity = net sectoral output divided by number engaged in producing it.
**Benedelux = Belgium, Netherlands, Denmark and Luxembourg. This com-
parison with Benedelux was made in terms of ‘purchasing power'.

Table A.4 shows that in all sectors, output per person was signifi-
cantly higher in the smaller EEC countries than it was in Ireland.

1.14 The 1975 study has been up-dated and the results are published
in Part C of this report. No attempt is made in this Part to sum-
marise the full results of this new study, which (like its predecessor)
deals not only with differences in productivity but also with differences
in living standards and the growth rates that would be required to
eliminate these differences by 1986.

115 The new study relates to 1974.% because that is the latest year
for which data are available for all the countries included in it. The
differences in sectoral productivity are shown in the following table:

TABLE A5
Sectoral Productivity 1974 (Republic of Ireland = 100)
Country Agriculture Industry Services
Republic of Ireland 100 100 100
Northern Ireland 137 104 102
Britain 172 108 115
Benedelux* 193 188 153

*Comparison on the basis of ‘purchasing power’.

*The international cattle crisis in 1974 had severe effects on agricultural output
in EEC countries and consequently influenced the productivity comparisons. Ireland
was more severly affected than other EEC countries because the cattle and beef
sector contributes a substantial proportion of Irish agricultural output, and is very
much dependent on export markets which were depressed at that time.
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1.16 While there was some improvement relative to Britain and
Northern ireland, the figures suggest that the differences in produc-
tivity in the main sectors of economic activity between Ireland and
the smaller EEC countries were larger in 1974 than in 1971. This
apparent widening of the productivity gaps with the smaller EEC
countries must be interpreted with great caution. There are very con-
siderable technical and data difficulties in making any comparisons of
this kind. These difficulties were compounded for 1974 by the rapid
price increases, by changes in exchange rates and (for agriculture) by
the EEC transitional arrangements, by the monetary export taxes and
by the cattle crisis. But even when allowances are made for al these,
and for differences between the countries in the composition of
activities within each sector, the conclusion remains that output per
person in lreland is significantly lower in each sector than in the
smaller EEC countries.

1.17 The Council has commissioned studies, which are now under
way, of what needs to be done to raise productivity towards Euro-
pean levels. It is hoped that the results will be published later this
year. At this stage, however, one conclusion can be drawn. If pro-
ductivity couid be raised towards European levels, and if the growing
population could be employed, the associated rate of economic
growth in ireland could be higher than in any other EEC country.
The potential is there: the problem is to identify (and do) what needs
to be done to realise it.

Past Experlence

1.18 If population and employment projections had been made, on
similar assumptions about emigration and unemployment, at any time
since the establishment of the State, they would have shown much
the same figures for new jobs required as the 1974 and 1977 pro-
jections. if irish productivity in the main sectors of economic activity
had been compared with that in other west European countries,
the differences would have been even greater than those suggested
by recent studies.

1.19 For example, in its Report on Full Employment in 1967, the
National Industrial Economic Council equated full employment with
an average annual net emigration of 5,000 and an unemployment
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rate of 2%. On these and other assumptions which then seemed
reasonable, the NIEC estimated that 236,000 new jobs wouid be
required during 1965 to 1980 to achieve full employment by the latter
year. If the NIEC had made allowances for redundancies and for the
tendency for participation rates to rise as unemployment feli, the
number of new jobs required would have been of the same order
as that emerging from the recent projections.

1.20 The recent popuiation and employment projections do not there-
fore identity a new problem. They are merely attempts to quantify for
the future the dimensions of a problem that has existed in this
country for the last 150 years and more.

1.21 In the past, jobs have not been available for all those who would
have been prepared to work in Ireland. Table A.6 shows what hap-
pened to total population, the number at work and the number un-
employed over the twenty-five years from 1951 to 1976.

TABLE A6
Population and Labour Force: 1951-1976

(thousands)

1951 1961 1971 1974 1976**

Population 2,959 2,818 2,978 3,089 3,162
Employment in:
Agriculture, forestry and

fishing 496 379 273 254 243
Industry* 283 258 323 331 304
(of which in Manu-
facturing) (177) (178) (214) (222) (204)
Services 438 415 459 481 488
Total at work 1,217 1,052 1,055 1,066 1,035
Number unemployed 45 56 65 64 108

*Industry includes mining, quarrying and turf production, building and con-
struction, and electricity, gas and water. as well as manufacturing.

**Source: Economic Review and Outlook—dJune, 1977, Pri. 6297, June, 1977,
Other Sources: “The Trend of Employment and Unemployment™ (CSO, various
issues) and "An Analysis of Recent Demographic Trends with Population Pro-
jections for the years 1981 and 1986" (W. Keating, 1977).

17



1.22  The figures for the total Population reflect the extent to which
the natural increase was offset by emigration. Between 1951 and
1961, the natural increase in the Population was 266,000, but net
emigration was 408,000. Between 1961 and 1971, the natural increase
was 294,000 and net emigration 134,000. Since 1971 emigration has
fallen to very low levels—indeed, in the last fow years there has been
net immigration. This is reflected in the significant increase in popula-
tion over the last five years.

1.23  During the period 1951 to 1976, the number at work In industry,®
rose by 21,000—an average annual increase of less than 900. Over
these twenty-five years, the increase in employment in manufacturing
was 27,000—an average annual increase of just over 1,000. But this
was offset to some extent by a fall in the number engaged in the
other activities classified under industry. Employment in the services
sector rose by 50,000, or 2,000 a year on average. Over the period, the
total number at work outside agriculture rose by 71,000.

1.24 It is true that 1976 was not a typical year: it showed the end
of the most severe world recession experienced since the 1930s. If
1974 had been taken as the terminal year, the increases in industrial
employment would have been higher—43,000 and 45,000 in industry
and manufacturing respectively. But the increase In employment in
services would have been lower—43,000 during 1951-74 as compared
with 50,000 during 1951-76.

1.25 But if 1976 was a "bad"” year as compared with 1974, 1951 was
a particularly good” year as compared with the years that preceded
and followed it. The 1951 levels of manufacturing and industrial
employment were not Surpassed until 1961 and 1964 respectively.
Employment in the services sector rose very slightly between 1951
and 1952 and then fell; the 1951 level was not reached again until

1966.

"This is the sum of the natural increases in the intercensal periods 1951-5¢ and
1956-61. It understates the natural increase: if those who emigrated during 1951-56
had stayed at home, some of them would have married and started families during
1956-61.

*For a description of the activities included under industry, see footnote to

Table A.6.
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1.26 There was, of course, a brighter side. For example, emigration
fell sharply in the 1960s—indeed, in recent years there has been some
net immigration. In 1976 as compared with 1951, real income per
head of population was nearly twice as large, and the real purchasing
power of average male industrial earnings was more than twice as
great.

1.27 As stated above, if population and employment projections had
been made, on similar assumptions about emigration and unemploy-

The Future

1.28 The net Increase in non-agricultural employment required be-
between 1975 and 1986 in order to provide jobs for the growing labour
force and to reduce the unemployment rate to 4% lies in the range
254,000 to 307,000 (or 23,000 to 28,000 a year—see paragraph 1.7
above).* All those who will be seeking work between now and 1986—
indeed, between now and the early 1990s have already been born,
They are now being reared, trained and educated.

1.29 If past trends continue Into the future, the rise in employment
will fall far short of the required rate. If, in addition, the future Is at

*The annual average net increase in non-agricultural employment (that is, before
making any allowance for new jobs to replace those lost through redundancies) over
the four years to 1980 is projected (assuming, inter alia, an unemployment rate of
6-8% in 1980) in the Green Paper at 19,000.
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be 80,000 to 100,000 higher than in 1976, or about one-third of the
increase required. In the past, this sort of outcome has never been
acceptable in prospect, but in retrospect it generally seems to have
been regarded as tolerable.

1.30 However, the future may not be similar to the past. Over the
next five years or so, it may be more difficult for Irish people to find
jobs outside Ireland than it was in the 1950s and 1960s. Job oppor-
tunities may be more numerous after 1980 but they could occur mainly
in the continental EEC countries. Emigrants may therefore require
some fluency in a language other than English, a capacity to adjust
to different cultural and social environments, and higher skills and
qualifications than sufficed in the past. The employment projections
assumed a rather slow decline in the numbers engaged in agriculture.
This makes it less likely that the numbers seeking work outside agri-
culture could be reduced significantly by still fewer leaving agricul-
ture. The scope for further significant reductions in participation rates,
over and above those assumed in the latest projections, is probably
small. Reductions could be achieved (for example) by reducing the
retirement age, but this would exacerbate rather than ease the task
or raising the level of employment, because the net cost would have
to be borne by the reduced proportion of the population who were
at work. Unemployment is already at a high level; even a continuation
of the present level could have serious social and political implica-
tions. ’

1.31 The “solutions” that emerged in the past may not therefore be
available in the future. The major objective of policy must therefore
be to improve on past performance in creating employment. In the
Green Paper on Economic and Social Development, 1976-1980," the
Government identified two major domestic obstacles in the way of
solving the employment problems: a rate of increase in incomes that
is too high if enough new jobs are to be provided; and the scale
and method of financing public expenditure. In previous reports-—and
mainly in its Prelude to Planning (No. 26)—the Council analysed

**The Council submitted its comments on the Green Paper to the Government
on 22 April 1977. See Comments on Economic and Social Development, 1976
1980 NESC, No. 33 (forthcoming).
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these problems and discussed the main policy options available to
resolve them.

1.32 The Council believe that full employment with * reasonable ”
rates of reward to labour and capital is not an unattainable objective.
It may be difficult to reach it by 1986 but significant progress towards
achieving it can be made by that date. But there will be little progress
towards full employment unless the community wills its achievement
and accepts the policies that will achieve it. The formulation of the
appropriate policies for the evolution of incomes, and the growth in
efficiency and in investment is now a matter of the utmost urgency.
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PART B
PROJECTIONS OF LABOUR SUPPLY, 1976-86

Prepared by Brendan M. Walsh



SUMMARY*

The main results of Professor Walsh's work, which incorporated the
recent population projections presented by W. Keating, are as follows:

Summary of Projections 1975-1 986

1986 (Projected)
“Low” “High”
1975 Estimates Estimates
(actual
in Pro- Annual Pro- Annual
millions) | jection | Average jection | Average
in change in change
millions in millions in
millions millions
Total Population 3127 3.486 | 1+0-033 3:514 | 4+0-035
Total Labour Force 1-140 1-242 | +0-009 1-312 | 40016
Total Employment 1-050 1180 | +0-012 1-246 | +0-018
Sectoral Distribution
Agricultural employment 0-252 0-196 | —0-005 0-210 | —0-004
Non-Agricultural
employment 0-798 0-985 | +0-017 1-036 | +0-022

In his introduction to his previous study of population and employ-
ment projections,! Professor Walsh had argued that ‘“projections
should be regularly updated as further information becomes avail-

*This summary was prepared in the Council's Secretariat.
YPopulation and Employment Projections, 1971-86, NESC, No. 5, February 1975,
page 18.
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able . In the light of resuits from the 1975 EEC Labour Force Study
and recent labour force and population projections in Economlc an.d
Social Development, 1976-1980 (the "Green Paper’”) and An Analysis
of Recent Demographic Trends with Population Projections for the
Years 1981 and 1986 (W Keating, Statistical and Social inquiry Society,
March 1977), the Councll asked Professor Walsh to re-examine his
earlier projections. The re-examination concentrates on the labour
supply in the context of the recent population projections.

in the first part of his re-examination, Professor Walish isolates the
assumptions in his earlier study which stiil stand and those which
require modification. As regards migration, zero balance or a slight
net outflow remains a reasonable working assumption for the imme-
diate future. Since 1971, however, the decline in the fertllity of mar-
riage has been more rapid than in the previous intercensal period.
The earlier set of projections over-predicted total population primarily
because they assumed a higher birth rate. The fall in marriage fer-
tility since 1971 has been at a rate which, if continued to 1986,
would lead to substantially fewer children in the population than
expected on the basis of the extrapolation of 1966-1971 trends. This
over-prediction of popuiation, however, is not immediately relevant
to the projection of the 1986 labour force.

As regard the age structure of the population, Professor Waish
states that the most important discrepancy between his earlier pro-
jections and more recent evidence lies In the larger numbers In the
15-44 age group (cf. NESC, No. 5). The excess Is partly offset by a
"deficit” In the 45-64 age group.s The resuit is that in NESC Report
No. 5, the projected population aged 15-64 was some 30,000 larger
than now appears likely to materialise in 1986, If recent migration
patterns persist in the immediate future.

In re-examining the labour force projections to 1986 in the context
of the recent CSO population projections, Professor Waish emphasises
that the assumptions to be made regarding labour force participation

1These discrepancies reflect the fact that W. Keating's projections incorporate a
substantial and continuing net outflow of population aged 15-44, and a small net
inflow of population aged 45-64, whereas Professor Walsh's earlier projections
assumed zero net migration in all age groups.
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rates and the rates of decline in the agricuiture labour force are not
clearcut. Because of the uncertainties surrounding the participation
rates, Professor Waish presents a range of labour force projections.
From his projections, it is clear, however, that regardiess of the
assumptions made about participation rates, the supply of "younger”
workers (aged 15-44) will grow very rapidly over the decade. On the
other hand, the number of older workers will decline at a rate that
depends upon the assumptions made about participation rates. At
an overall level, the total labour force is projected to increase by
between 102,000 and 172,000 from the 1975 base of 1,140,000.

in projecting the number of additional new jobs required, Professor
Walsh assumed that 59 unemployment corresponds to "fuli employ-
ment” in Irish conditions. This is One percentage point higher than
the rate assumed in NESGC Report No. 5, which, In turn, was twice the
percentage rate assumed by the NIEC in its Report on Full Employ-
ment (1967). Professor Walsh puts forward his reasons for the choice
of 5% as the unemployment rate which is consistent with "full employ-
ment” in Ireland, as follows:—

. the small and widely dispersed iabour force, and very
elastic supply of labour from among those not currently In the
labour force, the presently high ratlo of unemployment com-
pensation to net earnings, and the lack of correspondence be-
tween the skills demanded in the expanding sectors of the
economy and those possessed by many of the unemployed.’

When allowance is made for the reduction in unemployment from
8% in 1975 to 5% in 1986, an Increase of between 130,000 and
200,000 in total employment is required between 1975 and 1986.
Within the global projections, there Is considerable variation in the
rate of change between different age groups and between males
and females.?

Professor Waish cites two estimates for the loss of empioyment
in the agricultural sector. Both estimates project a slow down In the

*As the rate of unemployment among Young adults is now well above the average
for all age groups, Professor Walsh argues that the numbers in this group who must
be employed if the target unemployment rate is to be reached exceeds the increase
in total employment projected.
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rate of decline by comparison with the earlier projections. The modera-
tion of the rate of decline has been ascribed to a combination of
factors, ranging from the relative improvement in net farming income
to the changes in rural school participation over the past decade.
The combination of the total employment projections with the
agricultural employment projections provide a range of non-agricul-
tural employment projections. Professor Walsh emphasises that some
of these combinations are more plausible than others. In his view,
the annual rate of growth in non-agricultural employment required to
reach “full employment” by 1986 “is likely to lie in the range 17-21
thousand between 1975-81 and 17-22 thousand between 1981-86"".

In conclusion, Professor Walsh emphasises that the projections set
out in his report are tentative. It is obvious, however, that the target
of reducing the unemployment rate to 5% will be very difficult to
achieve by 1986. According to Professor Walsh, the ambitious targets
for agricultural and non-agricultural employment may, or may not, be
attained. To the extent that the targets are not fully attained, the
shortfall may be taken up by a combination of increased emigration,
high (or higher) unemployment, lower labour force participation ratest
and greater absorption of young people into the agricultural labour
force.

‘Lower labour force participation rates could occur with earlier retirement,
continuing increases in school enrolments, static numbers of married women

working etc.
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of the labour force and achieve some reduction in unemployment
by 1986 (p. 19). It was emphasised in the introduction to the Report
that the results obtained were very dependent on the “general
assumption that past trends will be maintained”, implying that
“projections should be regularly updateq as further information be-
comes available” (p. 18). Since this Report was prepared, significant
new data on the trend in migration and the structure of the labour
force have become available. The time s therefore appropriate for
& re-examination of these projections in the light of recent develop-
ments.

2. Some of the uses to which Report No. 5 were put went beyond
the rather narrow purpose for which the projections were prepared.

date for most of the statistics in the Report). It was obviously not
implied that all of the assumptions used in the projections would in
fact be confirmed by the evolution of events. The use of assumptions
designed to define a “full employment” target as working assumptions
in other applications became less appropriate as Ireland began to
feel the effects of the world-wide recession of 1975/76, and as the
goal of “full employment” by 1986 became a more remote prospect.

3. We can isolate the assumptions in the original Report which
still stand as a working guide to the future from those that have
been proved either a mistaken extrapolation of Past trends or sensitive
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to the rising level of unemployment, and in either case misleading as a
guide to what was happening since 1971.

3.1 In the first category may be placed the assumptions concerning
migration. Net migration has fallen to a very low level, and although
the net balance is inwards at present, a zero balance or a slight net
outflow seems like a reasonable working assumption for the imme-
diate future. (More detailed questions about migration in each age
group are discussed below).

3.2 In the second category falls the assumption concerning the birth
rate contained in Report No. 5. It now appears that the decline in
fertility of marriage in the years after 1971 has been more rapid than
in the years before. Although this is not relevant to the labour force
projections that were the main output of the Report, It has important
implications for the projected number of children and the structure
of the population.

3.3 The position regarding the choice of labour force participation
rates and the rate of decline of the agricultural labour force is less
clear, and a technical discussion of those topics is provided later in
this Report.

4. The starting point of the present Report is the population projec-
tions prepared by W. Keating and read to the SSISI in March 1977.
These projections took into account the findings of EEC Labour Force
Survey (1975) regarding the size and composition of the population. The
1976 population was estimated as 3,162 thousand. Estimated net imml-
gration of total population over the years 1971-76 equalled 11
thousand. There was however, a continuing net outflow of active-aged
population, equal to 21 thousand, but this was offset by an inflow
of 26 thousand children and 6 thousand aged 65 and over. The birth
rate was found to have stabilized at about 22 per 1,000 or 68
thousand births annually, due to a sharp fall in the number of births
per 1,000 married women, especially in the period 1972-75.

5. On the basis of this evidence for the year 1975, assuming an
extrapolation of the 1971-76 rate of decline of fertility, and a stable
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pattern of' net n?igration for the next 10 years,’ Keating arrived at
the following projections for the population in broad age groups:

(Thousands)
Actual Estimated Projected
1986
Average of
Ages 1971 1976 1981 projections
(1) and (2)
0-14 931-0 9914
1,026-1 1 .
155:;1;1 1,109-2 1,223-9 1,359-0 12333
608-1 6033 587-6 '582-6
65 + 329-9 3437 360-7 3701
Total ’ 2,978-3 , 3,162-1 3,333:3 3,500-3

A comparison of the 1976 esti
with the figures contained in Re
of discrepancies (NESC minus

mates and projections in this table
port No. 5 shows the following pattern
Keating, in thousands):

Ages

1976 1981 1986

10—14 —6-4 36-7 1184
5-44 254 380 52-2
45-64 —3-2 —9-9 —211
65 4- —6-5 —9-3 —9-0
Total 9-3 555 140-5

6. It is clear that the NESC
primarily because it assumed
likely to materialise. The fall in ma
at a rate which if continued to 1
children in the Population than e
polation of 1966-71 trends. While
Planning educational requirements
to the projection of the 1986 labour f§

*Keating assumed zero net mi

Report overpredicted total population

a higher birth rate than now appears

etc.

rriage fertility since 1971 has been
986 will lead to substantially fewer
Xpected on the basis of the extra-
this is of enormous importance for
, it is not immediately relevant
orce. In that context, the most

gration for 1976--81, resulting from a net outflow of

45 thousand in the age group 20-29, and an offsetting inflow 1n the other ages. For

1981-86, projection (1) made
allowed for an overall net outflow

a similar migration assum
of 25 thousand.
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important discrepancy between the NESC projections and the most
recent evidence lies in the larger numbers in the 15-44 age group
in the NESC study. This excess is partially ofiset by a deficit in the
45-64 age group. These discrepancies reflect the fact that the Keating
projections incorporate a substantial and continuing net outflow of
population aged 15-44, and a small net inflow of population aged
45-64, whereas the NESC report assumed zero net migration in all
age groups. The result is that the NESC report projected a population
aged 15-64 some 30 thousand larger than now appears likely to
materialise in 1986 if recent migration patterns persist over the
immediate future.

7. This 30 thousand discrepancy is very small in relation to the total
population aged 15-64. It amounts to about 11% of the projected 1986
figure. However, it represents about 10% of the projected growth in
the numbers in this age interval over the years 1971-86.° The difference
between the NESC and the Keating projections of the adult population
for 1986 could be ascribed to the fact that the NESC projections in-
corporated a set of emigration assumptions designed to reflect a *' full-
employment” target, whereas Keating’s projections are an appraisal of
the developments that now appear most likely in light of current trends.
It could be claimed that a net emigration of between 85 and 100
thousand persons in the 20-29 years age group over the decade
1976-86 (as projected by Keating) and actual emigration of 37
thousand in this age group between 1971-76, are not consistent with
the target of “full-employment”, as defined in the NESC report. How-
ever, this outflow of young adults is much lower than that recorded in
earlier intercensal periods,” and Keating’s projections include
counter-balancing inflows at older ages.

8. Despite these reservations about using the Keating projections
for an exploration of the implications of “full employment”, it has been
decided to base all the labour force projections in the present Report
on the Keating population projections. This is done in the interests of
reducing the range of labour force figures to be considered and be-

*The discrepancy for 1981 is greater than that for 1986 both absolutely and

proportionately.
TThe net emigration of 2029 year olds was as follows: 196166, 77 thousand;

1966-71, 60 thousand; 1971-76, 37 thousand.
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cause a continuation of the 1971-76 trend in migration would be a v
favourable tr.end by comparison with the longer term historical recoer:iy
9, The choice of labour force participation rates to apply to the ro:
jected population presents a number of problems. First, these r:tes
cannot be treated as exogenous or independent of the co;1dition of the
|apour market. “Full-employment” should be interpreted as implying a
fairly high (relative to trend) level of labour force participationyng-
eve_r, tl?e proportion of the population that is recorded as econor:nicall
actlvg is very sensitive to definitional, as well as to social and cultur Iy
considerations. There are no Census of Population data more receant'
than 1971 on which to base our projections. The 1975 Labour Force
Survey provides estimates of the participation rates, but these are
based on methodology and definitions that differ from the traditional
census concepts, and hence must be used with great caution.

1.0. Certain age groups are very sensitive to definitional consldera-
tions when the labour force is measured. The most important are the
15—19., 20-24, 55-64, 60-64, and 65 and over groups. Other age groups
exhibit more stable labour force participation rates, especially f?)r
males. In Figure B.1 we set out the labour force participation rates in

FIGURE B 1.
Labour Force Participation Rates, 1951-75
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FIGURE B 1.
Labour Force Participation Rates, 1951-75
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11. The proportion of the p

opulation at varioys ages which is in the
labour force is influenced by:

(a) the general condition of the

labour market, especially the
unemployment rate,

(b) factors affecting schoo| enrolment,

{c) factors affecting retirement, and

{d) (For women) the proportion married at each age.

Some of these to

Pics are discussed at greater le
B.1. We can sum

ngth in Appendix
marise our findings as follows:

(@) In the age groups 14-19
the labour force nor at s
ment rate, and a significa
tion rates in these age g
ment rate were lower,

and 20-24 the proportion neither in
chool is sensitive to the unemploy-
nt increase in labour force participa-
roups would occur if the unemploy-

{b) The proportion of men aged 65 and over in the labour force

declines as the importance of the agri~otural gactor declines,
and

(¢) Changes in the financing of post-pri
in state pension schemes, the intro
ment incentive scheme, and the ris
accelerated the decline in participa
the age distribution in recent years.
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The net effect has been a very significant decline in labour force
participation rates, especially since 1971, which is summarised in the
following data:

1961 1971 1975
(Thousands)

1. Employed Labour Force 1,052 1,055 1,050
2. Unemployed 56 65 90
3. =142 Total Labour Force 1,108 1,120 1,140
4, Population aged 14 and

over 1,999 2.105 2,207
5. =4-3 Population aged 14 and

over not in Labour Force 89 985 1,068
6. = 3/4.100 Labour Force participation 55-4% 53:2% 51-7%

rate

12. None of these findings allows us to make a firm projection of
participation rates at ‘“full-employment”. For example, it is possible
for second and third level school enrolments to rise substantially in
Ireland, thereby lowering labour force participation among teenagers
still further. Similarly, further reductions in the pensionable age and
increased incentives to farmers to retire may lead to further decreases
in the numbers aged 65 and over in the labour force.

12.1 Faced with these uncertainties, it is helpful to present a range
of labour force projections. The following assumptions have been
used (the assumed rates are displayed in Table B.I):

(1) Labour force participation stable at 1975 rates.

(2) Labour force participation changing at 1971-75 trend. This
implies further substantial falls in the proportion of older
people who are economically active. (The 1971-75 trend, if
projected, would imply a very rapid increase in married
women’s participation rates, and therefore a slower rate of
increase, consistent with the 1966-71 trend, has been used
for females.)
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TABLE B.1

Labour F ipati
pratnl :!;zeO::rticupatuon Rates Assumed for Projection
ach age group that is in the labour fon:e)s

“"LOW" Projection

——
- - T
—_—
Females
—
————
1 1975 1981 1986
5-19 —
20-24 420 383 309
' 66-0 67-0 670
60-64 : : ) ' :
65 and over . ) 18-0 156 1'3.5
’ 7-0 3.2

"HIGH" Projection

Maies
Females
19
75 1981 1986 1975 1981 ;’ 1986
15-19 48. |
o 833 48-0 48-0 42:0 42-0
. 88-9 889 660 66-0 ggg
60-64 83-0 : : '
83-0 830 . .
65 and over, 330 330 330 138 13(()) f! e
. 7:0
|

Note: Rates for a
ges 25-59
see Appendix B.1. assumed stable at 1975 level for both projections—
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These two assumptions form the limits within which the actual rates
Mmay fall and could be called the "high” and "low”
tively. The first assumption allows for the possibility that the participa-
tion rates estimated for 1975 will prove to have been biased downwards
in certain age groups by methodological considerations, and that the

rates estimated for 1975 may consequently reflect the reality of the
situation in 1981 or 1986.

projections respec-

13. Comparing the two sets of assumptions, it is obvious that the
choice of participation rates has its main impact on the projected
labour-force aged 15-19 and 65 and over. If participation rates con-
tinue to decline at the very rapid rate experienced between 1971 and
1975, then the numbers gainfully occupied aged 65 and over will fall
to 17 thousand by 1986, compared with 64 thousand in 1975 and
86 thousand in 1971. It is important to emphasise that the employment
prospects of those entering the labour market are not improved pari
passu with the reductions recorded in the number of elderly persons
in the labour force. Most of the elderly gainfully occupied are seli-
employed, many of them probably earning very small incomes from
their employment. When they retire their jobs may vanish, the value
added they contributed being easily provided by the existing labour
force. The implications of these alternative assumptions for the struc-

ture of the population in terms of active/non-active persons is explored
in Appendix B.2.

14.  For these reasons, it is evident that a crude comparison of the
net growth in the labour force under different assumptions about labour
force participation rates could be misleading. In Table B.2 we there-
fore set out the totals and the annual average net increase in labour
supply by the main demographic groups.

14.1 It emerges very clearly from this Table that regardless of the
assumptions made about participation rates, the supply of "younger”
workers (aged 15-44) will grow rapidly over the coming decade. The
number of older workers, on the other hand, will decline at a rate that
depends upon the assumptions made about participation rates.
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TABLE B.2

Projected Labour Force 1981 and 1986 : Males/Females.

Thousands
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Low
150
—3-4

|

Projected
Annual Average Growth
1981-86
Low l High
16-6
—0-6
04
8-3’ 16-4’ 10-4

16-5

—-2:2
—50

|

1,242 , 15-0/

1975-81

05

High

16-3
-1-8

Low
900
325

17

1986

Thousands
High
913
330
69

Projected

TABLE B.2—continued
Low
825
331
34

1981

High

830

333
67

Projected Labour Force 1981 and 1986 : Both Sexes.

732
64

Esti-
mated
1975
344
1,140 ’ 1,230 1,190 ! 1,312 ’

“High" and “Low" refer to assumption concerning age-specific labour force participation rates.

65 and over
15 and over

15-44

45-64

15. The rapid projected growth in the numbers aged 15-44 who are
in the labour force should be viewed against the record of the four
year period 1971-75. Despite the difficulties experienced over this
period, reflected in decline in the employed labour force documented
above, the numbers aged 15-44 in the labour force grew by almost
14 thousand a year or by a total of 55 thousand.

16. “Full Employment” has not been defined in relation to any objec-
tive criteria in Ireland. The first attempt to measure the growth in
employment required to reach full employment took an overall rate of
2% as the target (NIEC, 1967). The 1975 NESC Report used 4% as
the target. Since then a study (Walsh, 1977) of the relationship be-
tween vacancies and unemployment in the manufacturing sector has
been used to support the view that "full employment” would be
reached at an unemployment rate of 55% in manufacturing, corres-
ponding perhaps to 6:5% in the non-agricultural sector as a whole.
Our figures on the total labour force in Table B.1 include the agricul-
tural sector, and are based on Census rather than Live Register
definitions of unemployment. In the past a rate of non-agricultural un-
employment equal to 65 corresponded roughly to an overall un-
employment rate in the region of 5%. This rate has, therefore, been
adopted as the "full-employment’” rate of unemployment, although it is
realised that any such definition should be viewed as tentative. Among
the reasons why such an apparently high unemployment rate may be
consistent with full employment in Ireland are the small and widely
dispersed labour force, the very elastic supply of labour from among
those not currently in the labour force, the present high ratio of
unemployment compensation to net earnings, and the lack of corres-
pondence between the skills demanded in the expanding sectors of the
economy and those possessed by many of the unemployed.

17. If the target unemployment rates are applied to the projected
labour force in Table B.2, we obtain projections of the numbers who
would have to be employed in order to attain the target. Assuming
that the unemployment rate is to fall to 6-5% in 1981 and then to 50%
in 1986, the following results are obtained:
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Tota! Labour Force Unemployment Employment

(Thousands) (%) (Thousands)
1975 1,140 80 1,050
1981 High 1,230 1,150
Low 1,190 f 65 1113
1986 High 1,312 1,246
Low 1,242 50 1,180

-

17.1 These global figures for the growth of employment mask the
considerable differences that exist between age groups. Table B.2
illustrated the point that the number of young adults in the labour
force will grow more rapidly than the total labour force. The rate of
unemployment among young aduits is now well above the average for
all age groups. Thus the numbers of young adults who must be em-

ployed if the target unemployment rate is to be reached exceeds the
increase in total employment set out above.

18.  The figures for the required growth in total employment presented
above can be used to derive an estimate of the required growth in
non-agricultural employment if projections of the agricultural labour
force are to be obtained. NESC Report No. 5 proceeded on the basis
of a simple model of continuation in family farming, based on the
evidence of the decline in the farm labour force 1966-71. Evidence
now available suggests that the rate of decline in the farm labour
force slowed down markedly between 1971 and 1975. The rate of
decline in the number of males aged 18 and over permanently engaged
in farming was 2:1% between 1966-71 but only 1-6% between 1971-75.
The moderation of the rate of decline has been ascribed to a com-
bination of factors:®

(a) An improvement in the net income from farming relative to
non-farm earnings in Ireland.

*In this paragraph use has been made of material in "Alternative Growth Rates
in {rish Agriculture” NESC Report, No. 34, (forthcoming by J. A, Murphy, J. J.
O’Connell and S. J. Sheehy) especially chapter 6.
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(b) The severe recession of 1974/76, which led to a decline in
non-farm employment opportunities.

(c) External factors which contributed to the cessation of emigra-
tion from Ireland during the years 1971-76.

(d) Changes in school participation by the rural population which
had their main impact during the period 1968-71.

18.1 It is extremely difficult to assess how long-lasting any of these
factors will prove. It is unlikely that farm income will continue to rise
as rapidly as it did during the period of transition to EEC membership.
Net external mobility may not remain at its present low
level. The decline in non-agricultural employment associated with the
1974/76 recession has now been reversed. These considerations sug-
gest that the slow rate of decline in the farm labour force between
1971-76 may in retrospect appear as the exception to the longer run
trend. Unfortunately, attempts to quantify the effect of these factors on
the agricultural labour force have not been successful and we are left
with no objective basis for projecting the numbers engaged in agri-
culture in 1981 and 1986,

18.2 Faced with a high degree of uncertainty in this area, the best
Course open appears to be to utilise projections of the agricultural
labour force prepared by specialists in this area.? This study assumes
two alternative rates of growth in gross agricultural output. The lower
rate—3-0% annually—is essentially an extrapolation of the 1960-75
trend, while the higher rate—51%—is described as “an ambitious
growth rate by past standards’”. It should be emphasised that even if
the higher growth rate of gross output were achieved, there is no
guarantee that net income in the agricultural sector relative to income
in the rest of the economy would grow at the rate achieved between
1971-75: it is improbable that prices received by farmers will continue
to outpace the general price level to the degree that occurred in the
recent past!” Despite these reservations regarding the realism of
such an optimistic set of assumptions, we have used the figures in the

*Namely the NESC study cited above.
1The agricultural price index rose at an annua! average rate of 20 per cent be-
tween 1971-75, compared with 14 per cent in the non-food consumer price index,
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NESC study of agriculture as the sole basis for projecting the non-
agricuitural labour force. This represents a very substantial upward

revision of the agricultural labour force over that projected in the
NESC Report No. 5.1

19. In Table B.3 the projections of the total labour force, the em-
ployed labour force, and non-agricultural employment are brought
together. In interpreting this Table it should be borne in mind that
some combinations of the components of this projection are more
plausible than others. In particular, if the decline of the agricultural
labour force slows down to the lower rate ("high” agricultural labour
force assumption), it is unlikely that the labour force participation rates
among older workers will decline as rapidly as is suggested in the
"low” labour force assumption. Hence the combination of the “low"
labour force projection with the "high™ agricultural employment
assumption is an unlikely scenario. For this reason the rate of growth
in non-agricultural employment required to reach “full-employment”

by 1986 is likely to lie in the range 17-21 thousand between 1975-81
and 17-22 thousand between 1981-86.

20. The material in Table B.3 is based on the 1975 labour force and
employment data because final estimates for 1976 are not yet avail-
able. The indications available suggest that employment outside agri-
culture declined between April 1975 and April 1976: the numbers
engaged in the transportable goods sector fell from 205 thousand
during the first quarter of 1975 to 196 thousand during first quarter
1976. If no increase in aggregate non-agricultural employment occurred
between 1975 and 1976, then the total growth requirement for the
period 1975-81 set out in Table B.3 should be averaged over the years
1976-81, yielding an annual growth requirement in the range 20-25
thousand for the more realistic combination of assumptions.

!!Note that the "agricultural labour force” includes hired agricultural labourers,
among whom a high unemployment is recorded, in contrast with the family farm
labour force, among whom recorded unemployment is extremely low. The method
used in deriving non-agricultural employment in Table B3 allows fora 5 per cent
unemployment in the agricultural labour force in 1986, which is almost certainly
higher than would exist with overall unemployment at 5 per cent: the result is an
underestimation of the required level of non-agricultural employment.
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Low Ag.
Labour
Force
23
17
233
1756

Requirement
{Thousands)

Norn-Ag. E mployment
Labour
Force
21
15
16:2

Annual Average Growth
221

High Ag.
1981-86

1975-81

Total
Employ-
ment
17
10-5

19
13

Non-Agri-
cultural
Employment
(Thousands)
Labour
Force
798
935
897-6
1,051-4
9699 9849
(a)”"High” and “Low” Labour force projections refer to the assumptions about labour force participation rates.

High Ag. LowAg.
926

888-6
1,036-4

195

TABLE B.3
Summary of Employment Growth Required to reach “full employment’ by 1986
Agri-
cultural
ment
(Thousands)| Labour
(b) (b)
252
224 215

Employ-

High Low | Force
210

Employ-
ment
(Thousands)
1,050
1,150
1,112:6
1,246-4
1,179-9

Unem-
80
6-5
5-0

ployment
rate (%)

Total
Labour
Force
(Thousands)
1,140
High (a)
1,230
Low (a)
1,190
High (a)
1,312
Low (b)
1,242

(b) "High” and "Low” Agricultural labour force refer to the assumption about the growth rate of gross agricultural output

and the associated rate of decline of the agricultural labour force: See para. 18 of text.

Year
1975
1981
1986




21. The projections set out in this Report are tentative. It is obvious
that the target of reducing lIreland’s high unemployment rate to the
region of 5% by 1986 will be very difficult to achieve. This is due
primarily to the rapid growth in the population aged 15-44 that the
country is currently experiencing. There is little room for disagreement
about this basic challenge. There is, however, a great deal of room
for debate as to what will actually occur over the next decade. It lies
beyond the scope of the present report to investigate the alternatives,
but in conclusion it may be valuable to list them:

(a) The ambitious targets for non-agricultural employment set out
in Table B.3 may be attained.

(b) The targets set out in Table B.3 may not be fuily attained and
the shortfall taken up in some combination of—

(i) increased emigration
(ii) lower labour force participation rates due to earlier re-
tirement, continuing increases in school enroiments,

static numbers of married women working, etc.

(iii) higher unempioyment or little reduction in the unemploy-
ment rate.

(iv) greater retention of young people in the agricultural
labour force.

APPENDIX B.1
LABOUR FORCE PARTICIPATION RATES IN IRELAND

in the text of this Report, we emphasised the importance and diffi-
culty of choosing realistic labour force participation rates when making
projections of the labour force. Difficuities arise mainly in connection
with the age groups 15-19, 20-24, 60-64 and 65 and over. in order to
shed some light on what has been happening in this area, in Appendix
Table B.1(i) rates are set out for 1966 and 1971 (based on the
Census of Population) and for 1975 (based on the Labour Force
Survey). The range of values for the Irish counties in 1971 are also set
out.

The reason for suspecting that some of the rates recorded in the
1975 Survey represent a break with the Census concepts of the labour
force are clear from this Table. It is hard to believe that in the four
years 1971-75 male labour force participation for Ireland as a whole
dropped to the level of the lowest county in 1971, as is implied by
these resuits for the 14-19, 55-64, and 65 and over age groups. There
is more evidence of consistency for males aged 20-24 and females
aged 14-19 and 55-64.

The sensitivity of these rates, and hence of the measured labour
force, to definitional considerations must lead to caution in any dis-
cussion of the future. It is possible that the 1981 Census of Population
may reveal labour force participation rates that are higher than those
measured in the 1975 Survey, so that the use of the 1975 rates in our
projections may be conservative. The use of the declining rates set out
in Appendix Table B.1(i) probably sets a lower limit to the
number of oider people in the labour force in 1986. At the younger
end of the age distribution It is not impossible to imagine a further fall
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in labour force participation, but the implications for the growth of
student numbers would have to be taken into account.

One of the implications of the intercounty variations in participation
rates in Ireland is the existence of a reserve of pPopulation that is not
recorded as unemployed although neither in school nor in the employed
labour force. Obviously, this “reserve” is largest in the case of women,
who exhibit low participation rates at most age groups. This pheno-
menon has been studied elsewhere and the difficulties associated with
mobilising this potential labour force have been documented.’® Per-
haps of greater immediate importance is the rather high proportion of
younger people of both sexes who are neither at school nor in the
labour force. In 1971 in Donegal, for example, 25% of males aged
14-19 who were not at school were classified as “not gainfully occu-
pied” in the Census. For females in this age group, this proportion was
as high as 32% in Longford. These results indicate fairly substantial
reserves of labour supply.

In order to examine the factors that influence intercounty variations
in labour force participation rates, the 1971 Census data have been
studied in detail. The basic approach was a replication of earlier
studies on similar data.® The participation rate was made a function
of the unemployment rate and a measure of the country’s industrial
structure. This latter took the form either of the proportion gainfully
occupied in agriculture or of an “industry mix” (expected proportion
of employment that is female) variable. The results are set out Iin
Appendix Table B.1(ii). On the whole these results are in line with
those obtained using the 1961 and 1966 Census results, although bet-
ter results were obtained for women using marital-status-standardised
rates. In the past, the male participation rates in the 55-64 age group
increased systematically with the importance of agriculture, but this no
longer seems to be the case. The results for women aged 65 and over
yield unexpected signs for the unemployment and industry-mix vari-
ables.

13Cf, for example, Women and Employment in Ireland, by B. M. Walsh and A.
OTools, ESRI Paper No. 69. (1973).

13Cf. B. Walsh, "Aspects of Labour Supply and Demand, with special reference
to the employment of women in Ireland.” JSS/ISI, 1970-71.
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The main inferences to be drawn from these regresslons are:

(1) Labour force participation is depressed by high unemploy-
ment rates. This effect is clearest in the case of the popula-
tion aged 14-24.

(2) Labour force Participation tends to increase with the im-
portance of agriculture, especially among the population aged
65 and over.

(3) Women tend to be drawn into the labour force where the
structure of the local economy offers relatively abundant
female job opportunities. This effect is clearest for those
aged 20-24.

Unfortunately these results do not provide parameter estimates
which could be applied to the projection of labour force participation
rates over time. The upward or downward shift in the whole schedule
of rates over time is a more dominant influence than movements along
the curve as unemployment varies.

A direct approach to the study of the effects of macro-economic con-
ditions on aggregate participation can be taken using the published
data for the labour force, unemployment, and the population aged 15
and over. The aggregate labour force participation rate for the period
1951-76 is set out in Appendix Table B.1 (iii). In order to capture
the long-term decline in participation rates due to the declining
importance of agriculture, rising marriage rate, increased school par-
ticipation, earlier retirement, etc., a simple linear trend has been
introduced. This is not very satisfactory from a statistical viewpoint.
It would have been preferable to study the individual factors
separately—but in view of the impossibility of obtaining even a male/
female breakdown of the labour force data over time, the only pos-
sible approach was a very aggregate one. It was postulated, how-
ever, that the introduction of the new method of financing second
level education in 1968 would have a distinct effect, and hence a
dummy variable equal to 1 In 1969 and later was used. The results
obtained were (i-ratios in parenthesis):
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(LF/pop 14 +)100 = 61:4 —0-31U —0-22T —0-46 School
_ (172:9) (47) (16:7) (1-9)
R* =097 DW. =091

This result confirms the negative Influence of unemployment on
the aggregate participation rate, shows that the negative trend in-
fluence has been very important, and suggests that the effect of
the change In educational financing was as expected.* Unfortunately
this equation exhibits significant positive autocorrelation, and hence it
has been re-estimated on the basis of a first-order autocorrelation
scheme (rho=068) with the following result:

(LF/pop 14 +)100 = 56:6 — 0-22U — 0-24T — 0-24 School
_ (111:9) (2-9) (7-4) (0-8)

R* = 0-86

This result confirms the same general conclusions as the flrst result
but suggests a lower net influence of unemployment on participatlon.
On the basis of this equation, If the 1976 unemployment rate had been
5%, as opposed to the actual 9-5%, the labour force particlpation
rate would have been 1% higher. Thus, one can estimate that approxI-
mately 20 thousand people were not In the labour force in 1976
due to the high level of unemployment. This substantial number of
"discouraged workers”—people no longer even seeking employment
due to the high rate of unemployment—also would be drawn back into
the labour force as the unemployment rate falls. This must be borne
In mind in evaluating the choice of labour force particlpation rates
used in projecting the labour force In the maln part of thls Report.
Even more Important, however, Is the sizeable effect of the highly
significant trend variable, which suggests that the participation rate
declines by about a quarter of a percentage polnt annually. This
finding is plausible In light of the stlll high (by European standards)
rates that exist In Ireland at present.

One of the areas where great uncertalnty besets the projection
of the labour force Is in connectlon with the numbers aged 65 and

1A regression with the proportion of the labour force in agriculture in place of
trend yielded a very significant coefficient for this variable but overall a less satis-
factory equation.
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over who are economically active, According to 1971 Census data,
44% of males aged 65 and over were "galnfully occupled”. This
figure is very high by European standards, and reflects the Import-
ance of agriculture in the total labour force. However, even in
Dublin (city plus county), this rate was 32:5% In 1971, and agricul-
tural workers accounted for very few of these. Professlonal workers
and the self-employed in commerce accounted for a large pro-
portion of the Dublin total. No doubt the lowering of the penslon-
able age will eéncourage some of these to retire, but many will not be
Influenced by the availabllity of the non-contributory penslon. More-
over, from the point of view of the required growth In employment
for younger people, it is Important to bear in mind that the retirement
of elderly workers in farming and other self-employment categorles
will not have much of an impact on the job opportunities avallable
to younger job-seekers.
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APPENDIX TABLE B.1.(I)
Labour Force Participation Rates by Age and Sex, 1971 and 1975 and range APPENDIX TABLE B.1 (If)
of values recorded in Irish countles In 1971. (Porcentage of each group In

the labour force). Regression Resuits: Labour force participation rate as dependent variable

1971 Census of Population data by county (t-ratio In parenthesls)

1971 (Census of Population)
Ireland Percentage
1966 1975 gainfully Industry
(Census) Highest Lowest Labour occupied in Mix. excl. Un-
Ireland County County Force Intercept Agriculture Agriculture employment R?
Survey* (by demo- (expected % Rate (male,
graphic group)|  female) female)
Males M
1419 53-8 43-2 50-6 (Mon) [ 36-0 (Mayo) 36-3 1 4"_’“,
20-24 89-4 88-9 95-3 (Kild) | 84-2 (Dub) 91-6 19 (?g'g) —(0~0;3 —0-00004 —0'57 | 056
. : 11 (0-0014) (3-28)
55-64 90-0 91:0 | 93-3 (Cavan) | 87-0 855 20-24 (gg'g) —(0-02 0-07 —015 | 027
(W’Meath) ' 0-5) (0-6) (2-2)
65 48-4 43-9 59-8 325 (Dub) 31-2 55-65 (fg'g) (8-0)3 0-02 -003 | 0-0
(Leitrim) ’ ‘9 (0-1) (0-3)
65 and over 9-4 0-40 035 —0-26 0-65
Females (0-6) (6-4) (0-7) (1-0)
14-19 46-6 386 51-1 (Dub) 19-7 (Rosc) 32-2 £
20-24 668 650 69-7 (Dub) | 54-2 (Wex) 69:0 omales
- 14-19* 81-3 —~1-61 0-35 —2.16 0-41
55-64 21-8 21-3 289 (Dub) | 14-1 (Car) 19-4 2024° (6-5) (3-5) (0-9) (2:3)
65 13-2 11-3 155 (Laois) | 9-5 (Clare) 59 0-24 ?517) 0-41 1-36 —316 | 0-49
: (10 (4-2) (3-8)
50-64 27-3 —-0-11 —0-06 —0-65 0-39
*As was emphasised in the text, great caution should be exercised in comparing 65 and over 1(2':2) (3-3) (0-3) (1-25)
the results of the EEC Labour Force Survey with the results of the Census returns. In 4.9 0-04 —0-29 0-76 0-48
particular, it should be noted that the Labour Force Survey figures (unlike Census (4-9) (2:3) (2-8) (2:7)

data) for the age groups 14-19 and 20-24 include persons seeking work for the
first time. In addition, the EEC Labour Force Survey relates only to private households,
whereas the Census covers institutions [e.g., hospitals etc.] as well as private
houssholds.

*Those at school and students have been excluded from both numerator and de-
nominator.



APPENDIX TABLE B.1. (i)

Aggregate Labour Force Participation and Unemployment Rate,

1961-786.
Labour Force Unemployment
Year Participation Rate Rate
1951 59-9 35
1952 59-8 4.7
1953 58-8 53
1954 58-9 52
1955 58-7 51
1956 58-6 5-3
1957 577 67
1958 57-7 6-3
1959 57-3 6-1
1960 57-2 5-6
1961 571 50
1962 57-2 4.8
1963 571 5-0
1964 57-0 4.7
1965 56-6 4.5
1966 56-4 4-7
1967 56-0 5-0
1968 56-1 53
1969 55-8 5-0
1970 55-2 5-8
1971 54-7 5-8
1972 53-9 6-3
1973 53-2 59
1974 53-0 57
1975 52-7 80
1976 52-4 9-5

Participation Rate equals the Labour Force divided by the estimated population
aged 15 and over.

Unemployment Rate equals those out of work as a percentage of the labour force.

Labour Force Data from The Trend of Employment and Unemployment. Population
data from the Annual Reports on Vital Statistics and Census of Population. The
1975 and 1976 figures were based on estimates that have been revised since this
study was undertaken.
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APPENDIX B.2
IMPLICATIONS FOR DEPENDENCY

The implications of our projection of the labour force for the
structure of the Irish populatlon in terms of people who are economl-
cally active and others is of interest. In commenting on his population
projections, Keating drew attention to the slight decline in the pro-
portion of the population in the “dependent” age groups (viz. under
15 and over 64). According to his projections the dependency ratlo
(“dependent” per 100 “active") would decline from 73 in 1976 to 69
in 1986. This would still be very high by EEC standards.

It is worth going beyond a discussion based simply on the popula-
tion age structure to analyse the implications of our projections of
labour force participation rates for the balance between the economi-
cally active and non-active population. In Table B.2 we present the
number of inactive persons of each sex in each of three age gro-'ps,
expressed per 1,000 economically active persons in the total popula-

tion.”® Figures are given for 1961 to 1986 and a comparison with the
EEC countries in 1975.

There has been a significant rise in this measure of dependency in
Ireland since 1961, and on the basis of the “low” labour force pro-
jection this rise will continue to 1986. Moreover, the Irish level of
dependency is high by European standards, due to two factors:
(1) the high proportion of dependent children in our population and
(2) the high ratio of inactive women aged 15-64 relative to the labour
force. Partially offsetting these factors is the low number of inactive
persons aged 65 and over relative to the labour force in Ireland.
However, under the “low"” labour force projection the ratio of inactive
aged 65 and over to the labour force will rlse substantially and
approach the level currently found in the EEC. By 1986, however,
this ratio will have risen very substantially in other European countries,
due to the rising proportion of elderly persons that will occur in
these populations from now to the end of the century.

This type of analysis has been used by Jean Bourgeois-Pichat “The Economic
and social implications of demographic trends in Europe up to and beyond 2000”,
Population Bulletin of the United Nations, No. 8—1976.
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The upshot of this discussion Is that although the Irish population
is currently relatively heavily encumbered with non-active people,
especially young dependent children, the prospects are for no drama-
tic increase in this level of dependency even if allowance Is made for
the possibility that further substantial reductions occur In the labour
force participation rate.

APPENDIX TABLE B.2

Economlically Non-Active Population, Ireland 1961-8¢
and EUR-9 1975 per 1,000 total active population

Ireland
1961 1971 1975
M F T M F T M F T
0-14 399 382 781 423 404 827 439 419 gs58
15-64 73 497 570 95 521 616 105 533 638
65 and over 66 127 192 75 142 217 91 152 243
Al ages 537 1,006 1,544 593 1,067 1.660 635 1,104 1,739
1986
High Labour Force Low Labour Force
M F T M F T
0-14 413 393 807 437 416 853
15-64 104 525 630 124 557 682
65 and over 84 146 230 121 163 284
All ages 602 1,065 1,667 682 1,136 1,819
EUR-9, 1975
M F T
0-14 304 291 595
15-64 111 435 546
65 and over 118 19 310
All ages 633 916 1,450
56
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SUMMARY

This part of the report compares Irish living standards and produe-
tivity in 1974 with other European countries. In addition, it examines
Some of the implications of the population projections for employment
and living standards Up to 1986. The purpose of the study was to
assess the gap in living standards in g qualitative way, while at

raising living standards are inseparable,

In this study, the cross-country Comparisons! gre restricted to the
small continenta] EEC countries and the United Kingdom, ang are
Made in terms of “output per head of population” (i.e. living stand-
dards) and “output per person at work" (i.e. productivity). Output
was disaggregated into three sectors—-agriculture, industry and ser-
vices. Two sets of figures were derived for “Benedslux" by converting
output to £s—first, through the use of official exchange rates, and
second, using g common set of “internationa] prices” or Purchasing

1Specifically, Ireland is c¢ompared with Great Britain, Northern Ireland, Belgium,
Luxembourg, Denmark and the Netherlands. In addition, the small EEC countries

(Belgium, Denmark, Luxembourg and the Netherlands) were grouped together as
"Benedelux’ for comparison purposes,
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It must be emphasised that, at best, the comparisons merely give
a rough indication of the differences between Irish living standards
(and productivity) and those of other countries. Such comparisons
have to be treated with caution because of differences in economic
structures, social and political organisations and more particularly
in the definitions used in compiling statistics. As regards compari-
sons between cross-country data for 1971% and 1974, it must again
be emphasised that the results have to be treated with caution.
Changes in the four year period, both in living standards and pro-
ductivity, can be explained by factors other than changes in output
and in dependency ratios, and the reallocation of labour within
economies. Accordingly, it is not possible to say definitively whether
the gap between sectoral productivity in Ireland and the other Euro-
pean countries has changed for structural or technical reasons. The
comparisons between the 1971 and 1974 data are therefore made at
a rather high level of aggregation.

From the inter-country comparisons, it is clear that Ireland is worse
off than its neighbours in terms of living standards, overall produc-
tivity and productivity in the main sectors (see Tables C. 2 and C. 3
below). Part of the explanation for the differences in living standards
lies in the structure of population.t Certain incomparabilities have to
be accepted in examining the sectoral productivity data, however, be-
cause conventions differ by country. But even when allowance is
made for this, and for differences between the countries in the com-
position of activities within each sector, productivity in Ireland appears
to be significantly lower in each sector than in the smaller EEC
countries. The biggest productivity gap occurs in the agricultural
sector (see Table C. 3).

There were considerable variations between productivity in the
different countries by sector.® The productivity gaps are least in the
comparison with Northern Ireland. In particular, Irish productivity in

*Similar comparisons were made for 1971 in Jobs and Living Standards: Pro-
Jections and Implications (NESC, No. 7, June 1975) embracing the same European
countries and using the same broad methodology and the same statistical sources.

‘Ireland had in 1974 a lower proportion in the “active” age group (15-64 years)
than other countries.

*The productivity data have, however, to be interpreted in relation to the numbers
employed in the different sectors of the economies examined.
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industry and services is on a par with that of Northern Ireland. How-
ever, Ireland's industrial productivity is low by the standards of the
continental EEC countries.

The factors which were identified as contributing to the gap In
material living standards, between Ireland and the smaller EEC coun-
tries using 1971 data,® continued to be relevant in 1974. They are:—

—the relatively high proportion of the Irish workforce in
agriculture

—the relatively low productivity in each sector

—the relatively high ratio of dependants to total population in
Ireland.

The first two factors are among those contributing to the difference
between overall Irish productivity and that of the other countries. The
third factor, the high Irish dependency ratio, explains why the gap in
living standards was wider in Ireland.

The main general conclusion that can be drawn from the compari-
sons of 1971 and 1974 data is that material living standards and pro-
ductivity in 1974 are still substantially higher in the other countries
covered by the study than in Ireland. As regards comparisons with
Britain and Northern Ireland, Ireland's position seems to have im-
proved slightly in terms of living standards and overall productivity
between 1971 and 1974. At the sectoral level, Ireland’s agricultural
productivity also showed some improvement. However, in terms of
comparisons with the continental EEC countries, between 1971 and
1974 the gaps got somewhat wider in Irish living standards and over-
all and sectoral productivity.

The examination of the implications of achieving by 1986 either
full employment at European levels of output per head, or full em-
ployment at European levels of productivity, is in essence an exer-
cise in illustrative arithmetic’ incorporating only a limited input of

SNESC No. 7, 1975.

"For the purpose of the illustrative arithmstic, the low Irish population and labour
force projections for 1986 summarised in Table A.2. have been used. In addition,
an unemployment rate of 4% in 1986 is assumed. The growth rates of output, eme
ployment and population assumed for the other countries are based on projections
made by the EEC.

61



assumptions regarding economic behaviour. The various exercises
treat the popuiation and employment projections as if they were
independent of the growth of GDP. The derived figures for growth in
GDP (and productivity) are based on the assumption that popuiat-
tion and empioyment projections would not be incompatibie with
the growth rates in living standards.

Since 1971 Ireland’s output per head has oniy shown a marginal
Improvement compared with the UK and has worsened in comparison
with the smaller EEC countries. Consequently, the attainment of
European leveis of productivity by 1986 has become more difficult
since NESC Report No. 7 was prepared. The average growth rates
of GDP required over the years 1974 to 1986 if Irish GDP per head
of popuiation, or per person empioyed, were to reach European levels
by 1986 are quite formidable.

In an exercise of this kind the figures should not be interpreted
as more than indicators of orders of magnitude. In order to achieve
British leveis of output per head, an annual average growth rate of
the order of 9% would be required. The corresponding figure taking
Benedeiux as the basis of comparison is around 11%. As might be
expected, Northern Ireland was ciosest to Ireland, in terms of both
output per head and productivity in 1974. In order to ciose either gap
by reference to Northern Ireland, a growth rate of 4% to 5% wouid be
required in labour productivity, equivalent to about 6% in total output.

The Impiications for Irish living standards of two different
growth rates for Ireland-—43% and 6%-—are examined in the context
of the smaller EEC countries. Growth over the period 1974-1986 at
the rate projected by the EEC for 1976-1980 would, with a 6% Irish
growth rate, imply a relative improvement in Irish levels of output
per head compared with the other countries examined. However, under
the lower Irish growth rate (41%), living standards in Ireland would
fall reiative to the other countries. Agalin, only under a 6% growth rate
wouid any relative improvement in Irish productivity occur by 1986. If,
however, a sustained growth rate of 6% were achieved In Ireland,
then, under the assumptions made, the level of Irish productivity would
exceed that of Northern Ireland by 1986.
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JOBS AND LIVING STANDARDS, PROJECTIONS AND
IMPLICATIONS

() Background

employment and living standards up to 1986 are examined.

exercise in illustrative arithmetic co
. ntaining only a [imite
assumptions about economic behaviour. ! @ Input of

:;e ':'::e g;ob;elamsl of providing new jobs and ralsing living standards
rable. In re-examining these robl
omphagn e problems, It Is Important to

!n this report, living standards are taken i
as being synonymous with
head of Ppopulation, and productivity with output per person engaged in uzzt:u'lfhﬁ:,'

for example, agricultural productivity is obtaj ividi
. tained by di i
the number employed In agriculture. v ciding agricultura product by
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“the output of material goods, either per head or in the natlon
as a whole, provides only a very approximate measure of human
well-being. It is the latter alone that is important. But there is no
way in which human welfare can be objectively measured . . .d.
However, if hunger is to be assuaged, food must be provided.
If families are to enjoy all the qualities of homes, hquses must be
built for them to live in. If minds, characters or skills are to be
improved, schools and other buildings must be built and teachers
and other professionals trained. Economic growth at the very lye:st
means expanding the country’s capacity to meet these needs.

Accordingly, progress towards satisfying people’s aspirations cannot
be made except by an increase in the volume of goods and services

per head of population.

(1) Living Standards and Productlvity—ireland and Other EEC
Countries

4. Msthod of Comparison: The cross-coun.try comparisoqs are‘re-
stricted to the small continental EEC countries and the Unl.ted" Kl.ng-
dom, and are made in terms of “output per head"of'populatlonti (il.e.,
living standards) and "output per person at work” (i.e., prc:dutc fvct:)tyg;
Output, which has been taken as Gross Domestic P.roduc ai da t
cost, has been disaggregated into three sectors—agrlf:ulture. n gs ry
and services. Just as in the earlier study,f1 the comparisons havertheen
made using the same European countries (Great Britain, No ;:n
Ireland, Belgium, Luxembourg, Denmark ar.1d the Netherlands), the
same broad methodology and the same statistical sources. Again.t A e.
small EEC countries (Belgium, Denmark, Luxembourg and the Ne .sz;
lands) have been grouped together as “Benedelux’”, for compari

purposes.*

5. Two sets of figures have been derived for “Benedelux” by convert-
ir;g output to £s—first, through the use of official exchange rates, and

3Jobs and Living Standards: Projections and Implications. NESC, No. 7, June

1975 page 6.

‘Isbcg Appendix C.2 for further details on the method of making cross-country

comparisons.
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. IS any more precise than the exchange
rate method—it is merely an alternative method of comparison.

6. Purchasing Power parities (PPPs) are simply the ratios of the
average prices of identical items. As is pointed out in a recent EEC
study,” there are as Many parities as there are items, with parity
ratios being establisheq for each pair of countries, Overall parities are
got by combining the parities for different items using as weights the
corrésponding consumption expenditure in each country. It must be
emphasised, however, that while conceptually the PPP method is an

“various reasons . . . the PPPs given here are of a ‘partial’ and
‘interim’ nature, particularly as they refer only to October 1975 and
only to capitals of the nine Member States . . . A general picture

John Hopkins University Press, 1975), and EEC figures for 1975 in Survey of Retail
Prices and Consumer Purchasing Power Parities, 1975, (Statistical Office of the
European Communities 1975). The comparison of living standards in Ireland and
the UK using national accounts and current exchange rates probably does not
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Irish living standards (and productivity) and those of other countries.
Any such comparisons have to be treated with caution because of
differences in economic structures, social and political organisations,
and more particularly in the definitions used in compiling statistics.

8. When it comes to comparing the cross-country data for 1971 and
1974, it is clear that the results have to be treated with caution.
Changes in the four year period, both in living standards and produc-
tivity, can be explained by factors other than changes in output and
in dependency ratios,® and the re-allocation of labour within economies.
In part, differences can be explained by changes, for example, in ex-
change rates, by revision of statistical series and by changes in
methodology.” Accordingly, it is not possible to say definitively
whether the gap between sectoral praductivity in Ireland and the other
European countries has changed for structural or technical reasons.
In this report, the comparisons between the 1971 and 1974 data have
been made at a rather high level of aggregation.

9. The Inter-Country Comparisons: The results of the inter-country
comparisons are now set out in tabular and diagramatic form. It is
clear from the results that Ireland is worse off than its neighbours in
terms of living standards, aggregate productivity and productivity in
the main sectors. Part of the explanation for the differences in living
standards lies in the structure of population. It can be seen from
Diagram C. 1 that Ireland had in 1974 a lower proportion in the
“active” age group (15-64 years) than the other countries. The pro-
portion of the population in the working age group (15-64) is a con-
sequence of past birth and death rates and of net migration.
Accordingly, the proportion varies for the countries surveyed, from
a low of 58% for Ireland to a high of 64% for Denmark. As a corolilary,
Ireland’s dependency ratlo® is the highest, as can be seen for Table

C. 1

%i.e. the number of young and old persons per 100 persons in the “active™ age
groups 15-64 years.

TFor example. the Digest of Statistics: Northern Irefand (No. 46, September 1976.
HMSO. page 80) notes that ~A revised methodology for the calculation of Gross
Domestic Product is currently in hand™.

%.e. the number of young and old persons per 100 persons in the “active™ age
group 16~-54 years.

66

DIAGRAM cC.1

Populatlon and Employment Structure in 1974*

A

Population Distributlon by Age
m Under 15 yeara

From 15 to 64 yearsg
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65 years and over
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Britain

For. sources and definitions see text,
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TABLE CA1

Percentage Distribution of Population by Age (1974)

Belgium
and
Ages Ireland | Britain | Northern | Luxem- | Denmark | Nether- Bene-
Ireland bourg lands delux

Under 15| 31-1 235 29-2 22-6 22-7 259 241

15-64 57-8 62-7 59-9 637 64-1 635 63-7
65 and

over 111 138 109 137 13-2 106 12:2
TOTAL 100 100 100 100 100 100 100
Depen-
dency
ratio 73-2 59-5 671 5741 56-0 57-6 57-1

10.  While the gap in Irish living standards can be attributed, in part,
to the high number of dependants in Ireland, the same explanation
cannot be given for the gap in productivity. This is because produc-
tivity relates only to those in employment. Among the factors which
contribute to the gap in productivity between Ireland and other
countries are the preponderance of agriculture (the sector of lowest
productivity), and the relatively low productivity in each sector. Table
C.2 compares Irish living standards and aggregate productivity with
those of other countries in 1974; Irish values are taken as 100 in
each case. It is clear from the table that Ireland has the lowest value

in the sample for both indices.

11. Turning to productivity in the different sectors produces some
interesting comparisons. Diagram C.2 presents the absolute pro-
ductivity data in the different countries, at the aggregate and sectoral
level. Certain incomparabilities have to be accepted in examining the
sectoral productivity data, however, because conventions differ by
country, e.g. in the measurement of the number of persons engaged
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TABLE C.2

Benedelux
2

Benedelux
1

ty, 1974
Nether-
lands

Denmark

(lreland — 100)
Belgium
and
Luxem-
bourg

Northern
Ireland

Indices of Output Per Head and Productivi
Britain

/

Ireland
Note: Benedelux 1 refers to com

/
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|

196-1
1787

2406
219-3

2105
2150

302-6
223-9

2501
221-4

11541
110-8

156-5
121-7

100
100

Output per
head
Productivity

parison in terms of exchange rates.
parison in terms of purchasin

endices C.1. and C.2.

g power.

Benedelux 2 refers to com

For further details see App



TIpue-y Sedipueddy gas S|1essp Jeyuny lo4
‘1amod Buiseyaind 30 swue) vy uosuedwos Ol smeiy Xnjepeusg
‘se1es eBueyoxe 4o swie) Ul uosedwos o) siejeu | Xnjepsueg :arop

L-€g1 6481 ¢zl Gl sedinleg
0-881 £-0€C 9-€€2 € 1vT 6-222 C-v01 S-L01 Ansnpu)
0-€61 8-9c7 €912 S-162 \ C-962 8-9¢g1 L1l 8inmynanby
Binoq ;
z \ L spuej Jewueg -wexny | puejay urelug puejey; si0100g
Xnjepsueg \ Xniepeusg | -sayepn pue weyuop
; | \ wniBjeg
| | ‘

(403008 yore urooL = puejaa))
bL6L Ul prey sag4 sinding [er0300g 40 $091pu)

€9 378vL

>
2 5
% 2
> a 3
- & 2
[ S
-
= .
N 2 o £ §
- I 3 =
(5 - 3
- = 2 H]
ﬂ I H -
M - m M ]
< k-] =1 g
£ o g g 3
Q X =
o o - ° 5
m k-] E B2ug M H <
~ Sge 154 B a
Q ¢ € 8 &= 2 = <
H = @ 3 g
- ‘e & - = "
2 L ® © = m b
g w £ o L < 2
u e o .5 .E-“ 3
sE82 13 a
(=] ¢ W oo mm . [ 1 -
SEa &R et - § 8 &
m m nm\ m £ & m -
m:m-E W - - " )
) .ﬂ - - Lol
«
ST NN

KEY

~

70



in economic activity. In particular, part-time workers in agriculture
are not dealt with in a standard way. The difficulties of making pro-
ductivity comparisons are compounded by the fact that labour is but
one input—other inputs such as technology, management, capital,
climate and natural resources have not been taken into account.
As can be seen from Table C.3, which takes Ireland as a 100 for
each sector, the biggest productivity gap occurs in the agricultural
sector. It must be recognised, however, that in 1974 the productivity
comparison of Irish agriculture was affected by the EEC transitional
arrangements, by the monetary export taxes and by the cattle crisis.

12. There were considerable varations between productivity in the
different countries by sector, as can be seen from Table C.3. The
productivity gaps are least in the comparison with Northern ireland.
In particular, Irish productivity in industry and services is on a par
with that of Northern Ireland. Again, industrial productivity in ireland
compares quite favourably with that of Britain—the latter was less than
8% above the equivalent Irish index in 1974, However, Ireland’s in-
dustrial productivity is low by the standards of the continental EEC
countries. As regards the services sector, the productivity gap between
Ireland and the continental EEC countries is smaller than in the case
of the other two sectors. For Britain, the services productivity gap is
somewhat wider than the industrial gap, and for Northern Ireland
somewhat narrower.

13. The significance of productivity in the industrial sector can be
highlighted by taking each country’s industrial sector as a bench-
mark for the agricultural and services sectors. Table C.4 sets out the
data, which indicate that productivity in services is below that of
industrial productivity in the continental EEC countries. The reverse is
true, however, in the case of Northern Ireland, Britain and Ireland.
In the case of productivity in agriculture, the inter-country index
ranges between 62 and 108—with the Netherlands at the lowest point
of this range, Ireland having an index of 67-3. The productivity data
have, however, to be seen in relation to the numbers employed in
the different sectors—the relevant data are set out in Table C.5 below
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TABLE C.4.

SOcto'ra:' outputs per head expressed as indices, taking each country's
ndustrial sector ag Benchmark for its other two sectors, 1974

—_—

Northern Belgium |

Sectors | Ireland Britain Ireland and Denmark| Nether- Bene-
Luxem- lands delux
bourg
Agri- |
culture 673 | 1075 88-3
77-4 70-2 62-3 :
Industry | 100 100 100 100 100 100 1 gg 1

Services | 103-4 110-8 101-2 89-0 825 80-6 84-2

_—
o

and -rgpresented in Diagram C.1. For example, Irish agricultural pro-
‘ductlwty was 67% of industrial productivity in 1974. The corresp:nd-
INg percentage for the Netherlands, at the bottom of the range was
62‘7?. But, in the Netherlands, less than 7% of émployment was i

agriculture, compared with 24% in Ireland. "

TABLE C.5

Percentage distribution of employment by sector, 1974

h\\\!\_ﬁ

Belgium !
o and Nether- Bene-
Sectors | Ireland Britain | Nerthern Luxem- | Denmark lands d:lnuex
Ireland bourg

Agri-
culture | 23-8% 2:7% 8:5% 3-8%

. 9-6% 6-6% .
Industry | 31-1% 42-:3% 40-9% 41-5% 32-3% 35-5% 3(733;66

Services | 45. . :
1% | 55-0% 50-6% 54-7% 58:1% 57-9% 56-7%

TOTAL 100% 100% | 100% 100% 100% 100% 100%

-
_—
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14. Some Conclusions: The factors which were identified as con-
tributing to the gap in material living standards, between Ireland and
the smaller EEC countries, using 1971 data,® continued to be relevant in

1974. They are:—

—The relatively high proportion of the Irish workforce employed
in agriculture (the sector with the lowest productivity).

—The relatively low productivity in each sector.

—The relatively high ratio of dependants to total population in
Ireland.

The first two factors are among those contributing to the difference
between overall productivity in ireland and in the other countries
examined. The third factor, the high Irish dependency ratio, explains
why the gap in living standards was wider in Ireland.

15. It was emphasised, in paragraph 8 above, that because of the
problems of comparing the resuits of different studies, the comparisons
of 1971 and 1974 data have been made at a rather high level of aggre-
gation.”” While there was some improvement relative to Britain and
Northern lIreland, the figures suggest that the differences in living
standards and overall productivity between Ireland and the smaller
EEC countries were larger in 1974 than in 1971. At the sectoral level,
the figures suggest that Ireland’s agricultural productivity improved
relative to Northern Ireland and Britain over the four year period.
But as regards sectoral productivity comparisons with the small
EEC countries, the gaps got somewhat wider between 1971 and 1974,
Finally, when comparing Irish levels and continental levels, the fact
that irish productivity was lower in each sector is much more im-
portant in explaining the gap than either the higher Irish total
dependency ratio, or the fact that a relatively high proportion of irish
employment was in the sector with lowest productivity.

*NESC, No. 7, 1975.
I°For 1971 data see Tables 1 to 5 of Jobs and Living Standards: Projections and

Implications, NESC, No. 7, June 1975.
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:'7. For the purpose of the illustrative arithmetic, the low Irish popuia-
hn:n atr:d labour force pr_ojections for 1986 Summarised in Table A.2
have been used. In addition, an unemployment rate of 4% in 198.6

GDP rate required % GDP growth rate for Ireland
to close Northern
Benedelux B
Ireland Britain 1 eneZdelux
—_— -—
—Living Standard I
Gap 6:1%
N 8-8% . :
—pProductivity Gap 5-7% ’ 6:5% ;133;)2 1!13!13:2

'The growth rates assumed for EEC ries
A . countries are based on Projections in t
Fourth Medium-T erm Economic Policy Programme (Brussels, 197,7)—-—see Ap';ee:cfig

J, h ow 'abou orce and pro. ecti()ns by Walsll '977
C 3 T el r for pOpU'athn
) v ) ( ) and Keatlng

————
"See Appendix C 3 for further details.
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18. Table C.7 sets out the average rates of growth of labour pro-
ductivity corresponding to the growth rates of total output shown in
Table C.6. Again, the “low” popuiation and labour force projections
for Ireland have been used, together with an unemployment rate of

4% in 1986.

TABLE C.7

Growth rates of Irish Labour Productivity required to close Gaps with
some EEC Countries!

%Productivity growth rate for treland
Productivity
growth rate Northern Benedelux Benedelux
required to close ireland Britain 1 2
—Living Standards
Gap 51% 7-8% 11-9% 10-1%
—Productivity Gap 4-7% 55% 10-7% 8:9%

IThe EEC growth rates are based on projections contained in the EEC Fourth
Medium-Term Economic Programme (1 977)—see Appendix C.3.

19. In an exercise of this kind the figures shouid not be interpreted
as more than indicators of orders of magnitude. In order to achieve
British levels of output per head, an annual average growth rate of the
order of 9% would be required. The corresponding figure taking Bene-
delux 2 as the basis of comparison is around 11%. However, in order to
achieve British levels of labour productivity, labour productivity would
have to grow by around 53% per annum, implying a growth rate of total
output of 6%%. A similar comparison, taking Benedelux 2, puts the
required growth rate of productivity at 9%—implying a growth of
total output of around 10%. As might be expected, Northern ireland
was closest to Ireland, in terms of both output per head and produc-
tivity, in 1974. in order to close either gap by reference to Northern
Ireland, a growth rate of 4% to 5% would be required in labour pro-
ductivity, equivalent to about 6% in total output.
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B ——

1961 i
0 and 1972 wag 4-0%. During 1972-1976, it fell to 31%, but this

included the recession
years 1974 and 1975, In 1976, GDP i
to have grown by 31% in volume terms.? , P s estimated

:2:3 F;)Lg;t{h‘Medium-term Economic Policy Programme. The higher
197e6 0193 70 18 the growth target in Economic and Social Development
—-1980 (The Green Paper). Growth over the period 1974-1986 at,

head compared with the other countries examined., However, under the

lower Irish growth rate (439%), livi
) 0), living standards i
relative to the other countries. S In Ireland would fall

TABLE C.8
Indices of Living Standards, 1986
(Ireland = 100 in 1986)

Annual Growth/
in Irish | lreland Northern Britain Benedelux Benedelux

income per | Ireland
capita* 1 ?
\“_‘\ \\
.49, " osae |
230//6 100 1194 1624 2546 2075
b 100 100-6 136-8 214-6 1749

*These per capita growth rates are ba
| : . sed on GDP growth rates of 4.
respectively in relation to a projected 3-486 million population in 1986, ?% and 0%
Notes: '

(1) The assumptions regardin
g EEC growth i
in Apnomi o growth of output and population are set out
(2) Benedelux 1 refers to comparison in terms of exchange rates
Benedelux 2 refers to comparison in terms of purchasing pov;/er
For further detailg see Appendix C.2, '

8
These growth rates are for Gross Domestic Product at constant factor cost
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22. Table C.9 illustrates the implications for productivity of different
rates of economic growth in Ireland. The GDP assumptions adopted in
Tabie C.8 are again used. In addition, an unemployment rate of 4% s
used in relation to Professor Walsh’s low labour force projection of
1-241 miliion. The implication of these assumptions is that only under
a 6% growth rate would any relative improvement in Irish productivity
occur by 1986. If, however, a sustained growth rate of 6% were
achieved in Ireland, then, under the assumptions made, the ievel of
Irish productivity would exceed that of Northern Ireland in 1986.

TABLE C.9
Indices of Productivity, 1986
(Ireland = 100 in 1986)

Annual growth

in Irish Northern Benedelux | Benedelux
output per Ireland Ireland Britain 1 2
worker*
3:-5% { 100 ‘ 114-2 1255 ' 2240 , 1825
5-0% 100 96-2 105-7 188-8 153-8

|

*These per capita growth rates are based on GDP growth rates of 4:5% and 6%
respectively, in relation to total employment of 1192 million in 1986.

Notes:
(1) The assumption regarding EEC growth of output and employment are set

out in Appendix C.3.
(2) Benedelux 1 refers to comparison in terms of exchange rates.
Benedelux 2 refers to comparison in terms of purchasing power.

For further details see Appendix C.2.

23. This section of the report has presented examples of the growth
rates which might be required if ireland is to reach certain living stan-
dards and ievels of productivity by 1986; estimates of the likely reiative
position of this country, based on lower average growth rates, were
also presented. The various exercises treated the population and em-
ployment projections as if they were independent of the growth of
GDP. In the context of these exercises the derived figures for the rates
of growth of GDP and of productivity are based on the implicit
assumption that projections for total population and employment would
not be incompatible with the growth rates of living standards.
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APPENDIX C.1—DATA FOR 1974
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Main Sources to Appendix C.1

Beigium and Luxembourg; Denmark and the Netheriands
Output Statistics: OECD, Economic Surveys and direct communi-
cation with the OECD

Population and Employment Statistics: OECD Labour Force
Statistics 1963-1974 (Paris 1976)

2. Great Britain' and Northern Ireland
Output Statistics: UK Regional Statistics, No. 12, 1976 (HMSO)
and direct communication with C.S.0. (London) and N.I. Depart-

ment of Finance

Population and Employment Statistics: OECD Labour Force
Statistics 1963-1974 (Paris 1976)

Northern Ireland, Digest of Statistics, No. 48, September 1976
(HMSO), UK Monthly Digest of Statistics, January 1976 (HMSO,

1976)

3. Ireiand
Output Statistics: National Income and Expenditure, 1975,

Stationery Office, May 1977.

Population and Employment Statistics: Trend of Employment and
Unemployment 1975, Stationery Office, 1977.

'Data for Great Britain were derived by subtracting -Northern Ireland data from
the United Kingdom data.

#‘Agricultural income from self-employment and other agricultural trading income”
in the lrish national income statistics includes the (estimated) value of farmers' own
produce consumed in farm households without process of sale. The agriculture
component of GDP was adjusted by adding £34-3 million to the published figure
—the difference between the agricultural and retail values of farm produce consumed
on farms. On this see National Income and Expenditure 1 975, page 38.
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APPENDIX C.2: METHOD OF MAKING CROSS-COUNTRY
COMPARISONS

| Background

1. Cross-cquntry comparisons of living standards should Ideally be
rr!ade in national income per head. In fact, national accounts generall

give a more complete breakdown of gross domestic product (GDP;’
thfan they do of nationaj income,! so analysis has been undertaken on
this basis. This is not a major problem, as diflerences in national In-

(1) GDP (like national Income) is an ‘mperfect indicator of living
s_tandards. Neither covers, or treats adequately, broader con-
Siderations such ag conditions of work, the length of working
week, quality of the environment, the services derived from
the national stock of housing, the care of young children by
mothers who “‘do not work™, and the quality of life generally;

(ii) international comparisons are usually made at current ex-
fhange rates. This would be satisfactory if there were no
index number problem™ (different countries may not want

to consume identical baskets of goods and services), and If
exchange rates adequately reflected differences in price levels

or purchasing power. In reality, exchange rates are not deter-

INational income = gross domestic
tior product at factor cost /e
depreciation plus net factor incoms from abroad. 5% provision for

81
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establishing an alternative system? of comparisons of real
product and purchasing power,;

(iii) comparisons based on the latest period for which data are
available may reflect short-term influences (such as strikes,
short-lived changes in exchange rates, unusually high or low
demand pressures). But using average results for a run of
years makes the comparisons even more out-dated;

(iv) comparisons at the aggregate level say nothing about the uses
made of national output (private consumption, government
consumption, investment, etc.,) or its distribution among
sectors, regions or individuals. These are of importance In
assessing the possibility of sustaining the level of national
output, the prospects for further growth and the implications
for national welfare.

Il Method of Comparison

2. The output data consist of Gross Domestic Product at factor cost
at 1974 prices, and the contribution to this aggregate of each of three
main sectors. The sectors are:—

(i) Agriculture, forestry, hunting, fishing.

(i) Industry, comprising:
(a) mining and quarrying;
(b) manufacturing;
(c) electricity, gas and water;
(d) construction and building.

(iii) Services, comprising:
(a) wholesale and retail trade, hotels, restaurants;
(b) transport, storage, communications;
(c) finance, insurance, real estate;
(d) community, social and personal services, public admini-
stration, defence;
(e) other.

3A System of International Comparisons of Product and Purchasing Power
(1. B. Kravis, Z. Kenessey, A. W. Heston and R. Summers; Baltimore, Maryland, USA.
and London, The John Hopkins University Press, 1975), and Survey of Retail
Prices and Consumer Purchasing Power Parities, 1975, (Statistical Office of the
European Communities 1975).
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3. The population and employment data® in the main were provided
by the OECD Labour Force Statistics 1963-1974. As regards the em-
ployment data, they relate to civilian employment, male and female.
Using these data (output, population and employment), it was possible
to derive levels of living standard and productivity in each economy.
The way in which output for different countries was converted into
Irish pounds is described in paragraphs 4 to 6 below. The living
standards figures are got by dividing output by total population, while
productivity is got by dividing output by the number of persons at work.
Accordingly, a broad distinction can be made between productivity
levels (output per person at work) and living standards (output per
head of population) which refer not only to those at work but also to
their dependants.

Il Exchange Rate and Purchasing Power Comparisons

4, Current exchange rates were used in the main approach to the
inter-country comparisons. In effect, the money value of other coun-
tries’ output was converted into Irish pounds by means of average
annual exchange rates in 1974. The relevant exchange rates are set
out in Appendix Table C.2.

APPENDIX TABLE C.2

Average Annual Exchange Rates (1974) of EEC Currencles
in Dublin Market

!Jnits per Belgium® Denmark Netherlands
frish Pound (Franc) (Krone) (Guilder)
1974 Average ' 91-02 I 14-2393 | 6-3072

*The Belg!an rate of exchange also used for conversion of Luxembourg'’s francs.
Source: Direct communication with the Central Bank of Ireland.

However, as exchange rates are not indicators of relative purchasing
?ower, an alternative approach was adopted for the sub-community
Benedelux” using international comparisons of purchasing power.

*For Northern freland data, the Digest of Statistics: Northern Ireland (No. 46,
September 1976, HMSO) and UK Monthly Digest of Statistics (January 1976,
HMSO) were used.
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The latter approach has been adopted because some recent research¢
has indicated that current sterling (irish pound) exchange rates In
1975 undervaiued the pound for the purposes of International com-
parisons of purchasing power.

5. For the purchasing power parity comparison use I8 made of
Kravis’ resuits and those of the recent EEC Survey® to compare output
and productivity of Benedeiux and the UK with that of Ireland. While
the use of this method Is limited by the uncertain quality of the data,
it seems worthwhile to Introduce the purchasing power method of
comparison, If only to Indicate that there I1s rothing sacrosanct about
the normal method of Inter-county comparison. The method developed
by Kravis bases real income comparisons on revaiuation of expendi-
ture In different countries using a common “international set of prices".

6. Purchasing power parities (PPP’s) are slmply the ratios of the
average prices of identical items. There are as many parities as there
are items, with parity ratios being established for each pair of coun-
tries. Overalil parities are got by combining the parities for the different
ltems using as weights the corresponding expenditure In each country.
In the recent EEC Survey of Retail Prices and Consumer Purchasing
Power Parities—1975, 1t Is emphasised that for—

"various reasons . . . the PPP’s given here are of a 'partial’ and
‘Interim’ nature, particularly as they refer only to October 1975
and only to capitals of the nine member states . . . A general
picture of the problem will not be availabie until the SOEC
[Statistical Office of the European Communities] has completed
Its calcuiation of giobal monetary parities.”

7. The PPP comparison with Benedelux was made on the following
basis. in Report No. 7.° the purchasing power of sterling (in reiation
to Benedeiux currencies) was estimated to have been undervaiued to

$Survey of Retail Prices and Consumer Purchasing Power Parities, 1975,
(Statistical Office of the European Communities 1975).

S/bid.

‘In Jobs and Living Standards: Projections and Implications (NESC, No. 7,
June 1975) it is suggested that in relation to Benedelux currencies, the current
sterling exchange rates in 1971 were too low for the purpose of international com-
parisons of purchasing power.
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the extent of 13%. The recent EEC study’ provides the basis for & more
up-to-date, though partial, estimate of the differences between pur-
chasing power and exchange rates. By comparison with Benedelux it
has been estimated that the undervaluation of the £ had Increased to
21-7% by October 1975. An undervaluation of the Irish Pound of 18:5%
is accordingly adopted in this exercise for 1974. The derived PPP
comparison is denoted by “Benedelux 2" in the text. The current
exchange rate comparison is denoted by *Benedeiux 1

8. The first step was therefore completed by converting output for
the countrles In the comparison into Irish Pounds. The final step
(described in paragraph 3 above) was to compute, for each country,
gross domestic product per head of population and per person at work,
here referred to as "output per head” and “productivity” respectively.
Appendix C.1 contains the detailed data used in the comparisons.

’_Survey of Retail Prices and Consumer Purchasing Power Parities 1975, Statistical
Office of the European Communities (1975). It should be noted that this study
relates to consumer purchasing power parities (CPPP’s) and medical services,
health f:osts and rents were excluded from the survey coverage. Thus the EEC
comparison is between "Exchange rates (which) represent an equilibrium based on
International commercial and financial transactions, while CPPP’s are indices

determined from a comparison of the prices of consumer goods and services avail-
able on national markets”.
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APPENDIX C.3: EEC OUTPUT, EMPLOYMENT AND POPULATION
PROJECTIONS TO 1986

1. In Part C of the report, Irish living standards and productivity were
examined in the context of some EEC countries for 1986. The pro-
jections of Irish population, output and employment are set out In the
main report. This appendix provides a background to the projections
which were derived for the EEC countries.

2. The two main references for EEC projections are:—
(i) Fourth Medium-Term Economic Policy Programme! (adopted
by EEC Council of Ministers, 14 March 1977), and
(i) Employment Trends to 1980 in the Member States of the
Community (EEC, 10 May 1976).

3. The projections of output made in the EEC Medium-Term Pro-

gramme for 1976 to 1980, are as follows:—
"The Community’s guideline for the 1976-80 perlod is to achieve
an average annual growth rate of GDP in volume terms of 41% to
5% . . . Belgium, Ireland and Denmark should achieve growth of
between 431% to 5%. In . . . the Netherlands, growth should lie
between 4% and 5%. The United Kingdom could well achieve a
growth rate of 4-41%, if every effort is made to ensure that it
develops its growth potential. In view of its structural characteris-
tics, with its industry not very diversified and centred on steel, the
growth rate of the Luxembourg economy should reach to 3% to
31%.""

Because the EEC output projectlons cover the perlod 1974 to 1986,
the lower bounds of the EEC projections for 1976/80 have been used.
The Benedelux GDP projection was derived according to the constl-
tuent GDP weights in 1974 (see Appendix C.1)—an average annual
growth rate of 4-3%. Benedelux 1 refers to the comparison in terms of

10fficial Journal of the European Communities, Volume 20, No. L 101, 25 April,
1977.
%bid, page 17.
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exchange rates, while Benedelux 2 refers to the comparlson in terms
of purchasing power (see Appendix C.2). In the case of Britain and
Northern Ireland, the composite UK growth rates were applied to 1986.

4. The population and employment projections for the EEC countries
were derived from the EEC Employment Trends (1976). As population
trends only referred to those over 15 years of age for the period up to
1980, it was assumed that the rate of change for thig group would be
the same for the whole population up to 198s. Again the UK trends
were applied to both Northern Ireland and Britain. The growth rates of
employment to 1986 were based on the annual rate of change between
actual numbers in 1974 and those projected by the EEC for 1980.
Appendix Table C.3 sets out the background to the projections for
employment and population.

APPENDIX TABLE C.3
Employment and Population for Selected EEC Countries

Denmark | Nether- Belgium | Luxem- Bene- UK
(1) lands (3) bourg delux (6)
(2) (4) (5) = (1)
to (4)
Population
(Millions)
1974 5-045 13-545 9-773 0-355 . .
Avres 28718 56-068
Annual%
change* —0-46% 0-18% 0:92% | 0-58% 0-337%**
: 0-23%
1986 4-773 13-840 10-908 0381 | 29-902 57-635
Employment
(Millions)
1974 2-355 4-579 3-801 01561 | 10
. -886 24-767
1980*** 2:411 4662 4-0146) 041 .
Aversge 581 | 11-2457 25-070
Annual %
change 0-4% 0-3% 0-92% 0-76% 0-54% 0-2%

*Annual growth of active population to 1980 (Row 3, T.
Trends to 3900 ( , Table 2, £EC Employment

**Derived.

’"s;;g;)yment by industrial sector in 1980 (Table 3, ££C Employment Trends to

Note:— For sources of 1974 data see Appendix C.1.
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