To: Mr Templeton
cc Mr Gamble
Mr McCann

From: Gerry Mallon
LABOUR PARTY DOCUMENT: JOBS AND PROSPERITY

Further to our earlier discussion, I would be most grateful for your first
comments on the attached Labour Party document "Jobs and Prosperity” by
3.00pm tomorrow, Thursday. Please accept my apologies for the very tight
deadline; the Minister is due to meet Dr Marjorie Mowlam tomorrow.

Thanking you in advance,

GERRY MALLON
PS/Baroness Denton
14 December 1994
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A Strategy for Growth

Throughout the 1980's capital investment per employee in Northern Ireland exceeded that of
Britain. This may be one contributory factor to explain why Northern Ireland hasn't
experienced the depth of recession witnessed in the British economy in the early 1990s. As
such. in growth terms. the Northern Ireland economy is in a strong position to grow further
and faster.

However, there remain significant impediments to growth in Northem Ireland. For example:
L Wage levels in Northern Ireland are on average lower than those in the UK

E Productivity in Northern Ireland has been declining. In 1983 GDP per head in
Northemn Ireland was 79.4% of the UK average. It has declined each year since
then and by 1991 stood at 77.1%.

® There are at present an msufficient number of medum to large size companies
in Northemn Ireland. The economy has become increasingly reliant on the small
firms sector with companies employing less than 50 people accountng for 96%
of total establishments in Northemn Ireland.

Of course the other major difficulty for the Northern Ireland economy is the high level of
unemployment - especially of long-term unempioyment and youth unemployment - and the
problems associated with the imbalances in employment levels between the two communities.

For example:

Unemployment in Northern Ireland
October 1994: Not Seasonally Adjusted

Total Claimants 93,471
as % of workforce 12.5%
Claimants aged under 25 24,147

as % if total 26%
Claimants unemployed > 1 year 53,049

as % of total 57%
Claimants unemployed > 5 18,233
years 19.5%

as % of total

Source: NOMIS - ED database

Labour suggest that the Government should develop a dual strategy for dealing with
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too often dependent on short-term, expensive finance, involving a high degree of
personal risk and liability.

We propose:

2 the establishment of a commercially-managed Business Development Bank for
Small Businesses to raise private finance for long term investment in small and
medium sized businesses;

® to encourage small firms developing new technologies;

® a Moratorium Law giving small firms in financial difficulty the time to develop
a rescue package and avoid unnecessary bankruptcy;

% the introduction of a statutory right to interest on late payment, together with
measures to promote prompt payment and greater accountability on the part of
both public and private sector bodies:

? improved small business advice and support with more effective co-operation
between local agencies.

® to work with existing agencies to encourage an attitude change among the
management of small to medium sized businesses to broaden their horizons, to
develop marketing techniques and to realise their export potential.

Investment in Innovation

We suggest that the Government works with others to build a strong partnership
between researchers and businesses to agree a strategy for innovation, to reverse
decline and build up Northem Ireland's strength in high value-added processes and
products which will be the source of competitiveness, prosperity and jobs for the
future.

Labour's corporate tax review will consider the merits of a new fiscal incentive to
encourage research and development.

Investment in Skills

It is the skills and abilities of the workforce which will determine the ability of the
Northern Ireland economy to compete in the modemn world.

Nothing short of a skills revolution is required in Northem Ireland. The skills
revolution requires education and training to move to the centre of economic policy.

Northern Ireland needs an education and traming system which enables all workers to
retrain continually throughout their working lives. This will require a great expansion
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in education and training. Education and traiming are a crucial part of the infrastructure
for economic development. The Government's approach of leaving training to be
developed by market forces has failed.

Northem Ireland needs a long-term strategy to develop its training system. Labour
wants to see:

€Very young person encouraged to continue m mainstream education and
traming;

a new system of education and training for 16 - 19 year olds which will provide
a unified framework for academic and vocational qualifications. Such a new
system should be based on modular courses which allow for the accumulation
of credits;

new opportunities for retraining for those in work by ensuring that companies
mvest in upgrading the skills of their workforce. companies who fail to train to
a certam standard will face a training levy;

a Northern Ireland skills audit (to be compared with information available for
the whole island of Ireland) to identify the skills which are in short supply,
with a view to targeting training resources on removing bottlenecks and on
providing those skills most likely to lead to employment;

a public-private partnership exploiting the communications link-up to bring the
latest mnovations in learning to upgrade the skills and qualifications of the
workforce. We welcome the establishment of a think-tank by all the universities
on the island of Ireland as the prelude to more extensive co-ordination of
activities m Higher Education.

a review of tax incentives, grants and the benefits system with a view to
encouragmg traming and education.

Sectoral Activity

Investment in the Environment generates jobs as well as improving efficiency,
raising the quality of life, conserving Northemn Ireland's natural hertage.

Labour is calling for the examination of a self financing energy efficiency
initiative to improve msulation and save energy for households throughout
Northem Ireland. This is particularly appropriate to Northern Ireland where
household energy bills are 26% more expensive than in Britam.

Tourism m Northemn Ireland currently contributes around £120 mullion per
annum to GDP and employs almost 10 000 people.

The absence of conflict can enable the full potential of Northern Ireland's
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Vo
The continuation of the ceasefire provides a great challenge and a great opportunity for the

people of Northern Ireland. Labour is suggesting that the Government implement the
proposals contained in this paper.

Marjorie Mowlam MP
Paul Murphy MP
John Spellar MP
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