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SIR CHARLES CARTER'S PRESENTATION TO FORUM

As you know, Sir Charles Carter has agreed to
make a presentation to the New Ireland Forum
acting in a personal capacity. He has asked
me to pass on to you a copy of what he
intends to say on that occasion and would

be grateful if you would treat it in
confidence until 1.00 pm on Wednesday,

21 September 1983.
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( /' The Mew Ireland Forum

Fconomic issues relatinpg to Northern Ireland : Charles Carter : 21 Septerber 1770

The present ecomomic illness of Northern Ireland is orave, but in no

way surprising., The province has had a fertility rate over £0% creater
than that in England and l'ales. The potential workine population is
therefore increasing fast. The ratio of depencdants to potential workers

is now fallinn., The safety-valve of emigration works imperfectly when

Jjobs are also hard to get in Britain and in other Ennlish-spealking
countries. But aoriculture and the older manufacturing industries need
fewer workers; and though there was a period of marked succesc in attractinn
new industry in the 1060's, that has meant that some foreicn-based firms
have reached a natural moment for renewing their equipment during the
present world depression, and many of these have decided to withdraw,
having milked the full value from the special advantages offered to new
enterprises. In the more difficult concditions of the 1970's, Morthern
Ireland had a system for the attraction and development of enterprise

which had far less marketing appeal than that in the South; and that
deficiency was put right only in the worse ciprcumstances of the present
decade, But even in the 1970's, employment was growing much faster than in
freat Britain, assisted by a catching-up process in the public services;
and the trends of unemployment have remained in a quite normal historical
relation to those in the United Kingdom as a whole.

You will note that in all this I have said nothing about the effects of
the Troubles and of political uncertainty. These must of course have

had an adverse influence, for instance by preventing the development of
the tourist trade, and by prviding some potential investors with an
excuse for saying MNo. The curious colonial system of government under
Direct Rule has not contributed to sound and decisive economic manacement.
But it is in fact quite difficult to know what the net consequences have
been, The media perception of trouble is much worse than the reality, and
this has certainly led to an external loss of confidence in the liorthern
Ircland economy. But the Troubles have also caused additional public
expenditure, which has its own multiplier effect; and quite possibly the
fact of living in a situation of stress has improved procductivity and

has brought a oreater sense of responsibility into industrial relations.

A lot has been said about the oreat and increasing cost to the UK Exchequer
of maintaining Nerthern Ireland, but this needs to be put in perspective,
If a unitary state desires to maintain reasonably comparable levels

of income and of social services throughout its territory, it is certain
to be faced by substantial transfers to its more remote or otherwise
economically disadvantaged regions. Eut these transfers will usually not
be recorded; it is an accident of political history that we know the

cost of transfers to Morthern Ireland, but not those of transfers to
lMerseyside. Studies have shoun that, until reccently, almost 211 the

extra public expenditure per head in Morthern Ireland was an inevitable
consequence of maintainino parity of service, or had some special reason
such as the different way of financing the electricity subsidy or the
higher law and order costs: very little was left as a contribution to

the capital costs of catchino-up in areas where the province's standards
are still deficient. At present there is a genuine but small surplus for
catching-up, applied in particular to housinn,
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Leaving out of account (for the moment) any channe in relationchin

to Critain or to the South, what are the prospects for tlorthern Ircland ?
The Eritish economy is in a process of hesitent recovery, and is

certainly in a better state of health than for some time: the *‘orthern
Ireland economy would be expected - probably with a time-las=—to follow

it, There are some hopeful factors in this recovery., There is a better
anpreciation of cost-effective methods of encouraging economic development
and in particular of the contribution to be obtained from smaller locally-
—-based firms. There is the beginning of an understandine of the role of
service employment, given that in all advanced countries manufacturing
employment is likely to use a declining minority of the labour forcec. The
sacd story of the collapse of older industries, and of those founded

in the 1960's, has one bright feature: it cannot happen twice, and most of
the loss has already occurred. The shipyard has pained a reprieve, by qett}g
new orders, and it has plans which - if effectively carried through— will
put it in a much stronger competitive situation for the future. The
identification of large reserves of lignite, and the continuing possibility
of oil and gas discoveries, of geothermal power and of tidal energy offer
an opportunity to reduce or avoid the harmful effects of rises in world
eneray prices. The renewed emphasis on housing should lead to a significant
revival in the construction industry. But, above all, the link with Eritain
ensures that prising incomes there are at least to a substantial degree
associated with rising incomes in Northern Ireland, with a consegquent
orowth in demand for local services and for locally-produced ooods.

But there are more sombre facts to be faced. There is no way in which
existing manufacturing industry can be expected to employ as many people

in AD 2000 as are employed now, even if one malkes optimistic assumptions
about the growth of the UK and world economies and about the effect of
shorter hours. Therefore, unless there is to be massive emigration, it is
necessary to find from new manufacturing activity and from ecrowth in
non-manufacturing employment enough jobs to offset both the decline in
existing manufacturing and the growth in the labour force. The contribution
to this likely to be made by Government employment is small, because of
budoetary constraints, though there are areas of the health and personal
social services which will probably still expand. The contribution of the
natural growth in services, with rising incomes, will not be enough. If,
therefore, one envisages anything approaching a satisfactory 'solution' of
the employment problem by the year AD 2000 - say 5% unemployment, and half
the present level of emigration — it is necessary to make heroic assumptions
about the rate of development of new private sector enterprise, procucing
services or goods which can be exported or substituted for imports.

The prospects of attracting this enterprise from outside the province

are a good deal worse than they were in the 19060's, or even the 1970's.
Peripheral areas offering a good available labour force were competing, in
earlier years, with central areas which had labour shortages. MNow the
central areas, too, have a labour surplus; and the main advantage

which Nerthern Ireland can set against the disadvantages of geographical
position and of limited natural resources is simply the greater size of
the bribes on offer., But these bribes or inducements tend to be very
expensive in terms of cost per job actually created, or (better) per
Job-year actually sustained, and they are of course on offer from a host
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of depressecd locations around the plobe, Furthermore, it is not certain

how far they can be made effective in relation to service activities, where
the capital investment. which is the easiest thing to subsidise, is less.
If, of course, !lorthern Ireland workers were +to accept a larae cut in
wanes, this would be a powerful and easily publicised incentive for
external enterprice to come in; but you will have no difficulty in secing
why any such development is unlikely.

It remains conceivable, however, that geonraphical disadvantage could be
offset by labour and enterprise of superior quality. Here Northern Ireland
certainly has some positive advantage to offer: an educational system
which is better than that in Great Critain: a tradition of hard work and
relative industrial peace: some of the modern skills in short supply, for
instance in computer science. These advantages will occasionally influence
the incoming investor, but (more important) they could, if combined with
managerial skill and entreprencurial fire, lead to a succesful growth of
new businesses which have their roots in the province. Policy in the United
Kingdom has become much more favourable to the smaller business, and it is
possible that, in the remarkable results achieved by the Local Enterprise
Development Unit, we are seeino the beginnings of a new era of growth
throunh locally based firms.

It would be highly optimistic,however, to suppose that this could be
large enough to provide all the jobs needed to achieve 'success' (as I
have defined it) by AD 2000. I conclude that Morthern Ireland will have
a major unemployment problem, with expensive Tinancial and social
consequences, for many years to come.

You asked me to say something about the scope for greater cooperation
between North and South. I am inffavour of developing economic cooperation
between North and South, and also between the Republic and Great Britain,
in every way which can be shown to make sense. But I can offer you no new
ideas, in this well-explored field, which would be likely to make a
sipnificant difference to the central problem of unemployment. Historically
the economy of the Morth followed a separate line of development, and
therefore the wounds which it received long ago from the sharp knife

of Partition were not as serious as some propagandists have supposec.
Within a common membership of the European Community, there are now no
major obstacles to the development of non-agricultural trade apart from
those offered by bureaucracy and by fluctuating exchange rates. Common
sense suggests that most of the advantages of cooperation between two small
countries would arise from the widening of markets made possible by free
trade, and these are already available. If one looks at the voluminous
literature on possible further types of ccoperation — special studies of
Londonderry and Donegal, of the MNewry and Dundalk area, of the Erne
catchment and of the llourne herring fisheries: consideration of joint
action in industrial promotion, tourism, energy, education, communications
and many other fields — I am constrained to conclude that, thouch there

are many good ideas which should be followed up, their effect on unemployment
would be about eguivalent to the product of nine bean rows on the Isle of
Innisfree, when set against a requirement of new jobs in the MNorth in

the coming two decades which is of the order of 200,000. Indeed, I think
that some of those who have urged cooperation have done so more with an

eye to the promotion of peneral understanding and respect than to any
economic consequence. My main priority for further action - thouph it
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ie one only available to be determined by wider circumetances — would b
for the United Kinapdom to join the European '"onetary Sysiemn, which woul
1essen the obstacles to trade caused by uncertainty about exchannpe rates.

T+ will be in your minds, however, that if one could look beyond cooperation
within the present political framework to some permanent settlement of

‘+he Irish question', there would be much greater benefits to be

obtained by both torth and South. The level of trade between the communities
might increase; at present it appears to b surprisingly low, no doubt
Lbecause of uncertainty, suspicion and lack of knowledge. Peace ancd
political stability would make it easier to attract and to retain new
investment. The use of resources, such as enercy, could be planned for

a wider arca. Obstacles to sensible cevelopment which are caused by
suspicion and lack of knowledge would wither away. The expatriate Irish
could be encouraged to use +heir funds for purposes of peaceful development.
Ireland, torth and South, could become another Sweden, though hopefully
without the social diseases which afflict that wealthy country.

T am in some difficulty about discussing this delightful scenario, because
it is so often associated with the simple icea that the members of the
Unionist community will recognise the advantages of voting themselves out
of the United Kinodom and into an Irish state, whether unitary or federal.
Despite the Queen's advice to Alice, on +he matter of believing six
impossible things before brealfast, I cannot find any conviction In this
as the path to a peaceful and prosperous future. I do not think that
many Unionists would believe in the economic advantages, but, even if they
did, I do not think that they would at +his time be movec from their
settled political conviction (greatly strengthened by the events of the
past fourteen years) by any economic advantage, however large. And if you
suppose that the British Government would coerce them to make the chance,
you have failed to notice an alteration in political thinking in London,
which has become much more enamoured of principles and much less reacy to
sacrifice them in clever schemes for appeasement. You can hardly expect
that the principle that the majority in the North should remain British if
it wishes would be given any less priority than that which appliec to

41300 inhabitants of the Falkland Islands.

I have made this political digression because I want to make the point that
the economic and political difficulties about any simple scheme of
reunification reinforce each other. For, as your secretariat's Working
Document has shown, there remains a considerable difference in standards
of living between MNorth and South; and, whereas it was permissible in the
4070's to suppose that the Republic's succesful policies of economic
development would remove or even reverse this disparity, the events of the
last two years leave one with much less confidence that this will be
achieved in the near future, even on the back of an oil boom, Standards
and employment in the North are in part sustained by heavy Government
expenditure, and it is sometimes supposed that the British government
would be so glad to see the backs of these turbulent Ulstermen that it
would promise the continuation of massive transfers for a considerable
time; for certainly the economic benefits suggested for a new settlement
would only arise gradually over a long period, But any such view betrays
an ignorance of the process of drawing up & public expenditure programme,
in a period when there will continue to be pressure to reduce the

budget total. The principle that no part of the United Xingcdom should



Lave services or gtandards greatly worse than the average iz one which Uhe
cecretary of State and the Chiancellor or the Exchequer can succesfully
defend. The proposition that it is necessary, Tor reasons of past

history, to make large transfers to another State (which is not suffering
Third Vorld poverty) would be vulnerable to the very first round of
budgetary cuts. Indeed, no British povernment is in a position to make
long-run promises of aid; Parliament will defend its right to vote money
& year at a time., Nor would I put too much faith in lonn-run aid from

the United States, It is for Congress, not the President, to find the
money, and the Amepican budoetary problem is a very serious one.

I doubt therefore if the Republic is in a position to make any proposition
for simple reunification econoriically convincing or attractive. The
economic considerations point the same way as the judgement of political
realities: this is a problem which has always had a British dimension as
well as an Irish dimension, and there is no solution which sacrifices

one to the other. That may mean that your search for constitutional
innovation has to be along novel paths, but it would be impertinent for

me to speculate on that. But I would sugoest that you must search for

2 solution within the constraint that you must leave good ground for a
continuing British economic responsibility for the welfare of those who
are and wish to remain British subjects: otherwise you will simply propose
the turning of a grave economic problem into an almost insoluble one.
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