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As you know, Sir Charles Carter has agreed to 
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confidence until 1.00 pm on Wednesday, 
21 September 1983 . 

L D McCLEMENTS 

Enc 

© PRONI CENTI1/12/18 



, \ 

) The ' Jew Ireland ForuM 

E cono~ic i ssues r elat in c to ~orthern Irelan d Cha r le s Ca r ter 21 Sc pt crhcr 1 ~ ~~ 

The pr es ent ecomomi c illness of Nor thern I r eland i s Gr a ve , bu~ i n no 
\'Iay surprising . The pr ovince has had a fe r tility r ate over 5m. gr eater 
than t hat in England and l'la les . The potentia l wo r kin " populc.tion is 
therefore increasing fa s t . Th e r atio of depencants to potential \'.'o r l< e r s 
is now fal l in ~ . The safe ty- valve of emig r a tion wo r ks impe r fe c t ly ~h e n 

jobs a r e also hard to !le t i n Brit ain an d in other En glish - spea l; in g 
countries. But aoric ul tu r e a nd t he older manufact urin g in dustries need 
ferle r wo r kers; and thou gh there \'Ias a pe r i od of ma r l;ed su ccess in att r actin (l 
n e~ ind ust r y in the 1960 's , that has meant t hat some foreign- based firms 
have r eac hed a natu r al moment fo r re n e~in g t hei r equipment durin g t he 
pr esent world dep r ession , a nd many of the s e have de cided to with ~ raVl , 

hav in g milked the full value from the s pecia l advantages offered to new 
enterp r i ses . In the mor e difficult con c ition s of the 1970 ' s , ~o rt he rn 

Irela nd had a system for the attraction and development of enterpri se 
~hich had f a r l ess ma r ketin g appeal than that in the South; and that 
def iciency was put ri gh t only in the worse circums t a nces of th e present 
decade . Cut even in the 1970 ' s , employment rlas g r ol'ling T:luch faster than in 
Gr eat Br ita in , assisted by a catchIn g=up-proccs s in the public services ; 
and the t r ends of un employment hav e r ema i ned in a q uite normal historical 
r e l ation to those i n the United Kingdom as a wh ole . 

You \'1111 note th a t in a ll t h i s r have said nothing about th e eff e cts of 
the Tro ub les and of political uncert a inty . These must of cou r se have 
had an adverse influence , for instance by pr e venting the development of 
the tourist trade , and by p ~viding some pote ntial investors wi th a n 
excuse fo r sayin g No . The curious colonial system of gove rn ment under 
Di rect Ru le has not contributed to sound and de cis iv e economic management . 
Out it i s in fact quite difficult to know what the net con seq uences ha ve 
been . The media perception of t r ouble is much \'Jo r se than the r eality , and 
this has ce r ta in l y l ed t o an e xte rn a l loss of c onfidence in the r:orthe rn 
I r e lan d economy . Out the Trou ble s ha ve also caused a dd i tional pu~lic 
expenditure , which has its o\'.'n mul tiplier effect; and qui te pos s i bly the 
fact of livin g in a sit uation of st r ess has i mp rove d pro c uctivity and 
has brou ght a greate r sense of r esponsibil ity into industrial relations . 

A l ot has been said about th e gr eat and increasing cos t to the UK Excheque r 
of mai nta inin g IJo r the rn I r ela nd , but this ne eds to be put in perspective . 
If a unita r y s t ate desires to maintain r easonably compar able level s 
of income and of s ocial se r vices t hro ugh out its te rritory , i t i s certain 
to be faced by substantial transfers to its mo r e r emote or other~i s e 

e conomically disadvantaged r egions . Bu t these t r ansfers will usually not 
be recorded; i t i s an ac c ident of political history that we kno w the 
cost of t r ansfe r s to t!o r thern Ireland , but no t those of trc.nsfe r s to 
Ue r s eys i de . Stud i es have sho~n that , until recently, a l most all t he 
e xtra public ex penditu r e per head in I"o r t hern Ireland wa s an inevitable 
cOnse que nce of maintaining parity of se r vice , or had s ome s pecial r e ason 
su ch as the diff e r ent way of finanCin g the elect r i city subs i dy o r the 
highe r l a~ and orde r costs : very l ittle ~as left a s a cont ribution to 
the capital costs of cat Ching - up in a r eas ~he re the provi nce ' s standard s 
a r c still deficie nt . At p r esent the r e is a ge n uine but s mall su r plus fo r 
catchin g- up , a ppl ied in pa r ticular to housin g . 
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Leavin G out of account (for t he mome nt) any chanQe i n relation~hi~ 

to Cr ita in or to the Sout h , I'!hat are the prospe cts for :orthern I r elan d 
The British e conomy is in a p roce ss of hesitant r e covery , o.nc! is 
Cc r t o. in ly in a bette r st o.te of healt h than for SOr.le time : th e ~ 'orthe r n 
I reland e COnOMY would be expected - probably l'lith a time - lar,: - to follow 
it . The r e a r e s ome hopeful f actors in this recove r y . There is a bette r 
a~ p rcciation of cost- effe ctive meth ods of encouraging economic deve l opment 
and in part icul a r of the contribution to be obt a ined from s malle r 10CQlly
- base d firms . The r e is the be gi nnina of an understandinQ of the r ol e of 
se rvice e mp loyment , given that in al l ac!vanced countries manufact tl rinr. 
e mp loyment is lihely to use a de Clinin g minority of the labour fo rce . The 
s a d story of the co l lapse of olde r in dust ries , and of thOs e foun ded 
in th e 1960 ' s , has one bright feature : it cannot happen ".:I'l i ce , an d r:lost of 
t he loss has a lready occu r r ed . The shipyar d has gained a re p r ieve , by ~ct~ ~~ 
nel'! orde r s , and it has plans I'!hich - if effectively carried t hr ou gh- \'!il l 
put it in a much stronger competitive situation for the future . The 
identification of lar ge re se rve s of lignite , an d the contin uin g possibility 
of oil and gas discov eries , of ge othe r mal pO\'Je r and of tidal eneraY offe r 
an opportunit y to r educe or avoid th e ha r mfu l effects of rises in wo rld 
ene r QY price s . The r enewed er:lphasis On hou s i ng should lead to a significant 
r evival in the const r uction industry . But , a bove all , the l ink ~ith Brita:n 
ensures tha t risino incomes the r e a r e at least to a s ubs tantial deg r ee 
a s soc i ated vlith rising income s in r ~orthern I relan d , with a con sequent 
0ro l'Ith in demand fo r local services and for locally- produ ced gOOds . 

Out there are more sombre f acts to be f a c cd . There is no way in which 
existing man ufacturin g industry ca n be expected to employ a s many people 
in-AD2000 as are employed now, even if one mal,es optimistic assumption s 
about the grovlth of the UI< an d world e conomies an d about the effect of 
sho r te r hours . Therefore, unlcss there is to be massive emigration , it i s 
nece ssary to find f r om ne l'/ manufa ctur i ng a c t ivity and f r om Growth in 
non-manufactu r in g e mp loyment enough jobs to offse t both the de cline in 
existing r.lanufacturing and the gro wt h in the labour force . The con t ribut io n 
t o this likely to be made by Gove rnme nt employme nt is small , because of 
budgetary con st r aints , th ough there are areas of the health an d personal 
soc ial se r vi ces which will p ro bably still expand . The contribution of the 
nat ural grol'lth in se rv i ces , with r ising i ncomes , will not be eno ugh . If, 
therefore , one envisages a nything app roac hing a satisfactory ' solution' of 
the employment pr oble m by the yea r AD 2000 - say 5~~ un employme nt , and half 
the pr esent le vel of emigr ation - it is necessary t o make he r oic assumptiong 
about the r ate of development of ne w private sector enterprise, p roducin g 
se rvice s or goods whiCh can be exporte d or substituted for ir.lports . 

The prospects of attracting t his ente r p r ise f r om out side the p rovince 
a r e a good deal wo r se than they we r e in the 1960 ' s , or even th e 1970 ' s . 
Pe r i phe r a l a r eas of f e ring a Oood available labour force we r e cOr.1petin g , in 
earlier years , with cen t ral a r eas which had l abo ur sho r tages . Now the 
central a r eas , too, have a labou r su r plus ; an d the main advantaoe 
which tJort he r n I r eland Can set a gain s t the disadvantages of geo graphical 
position and of limited nat ur al r esource s is simply the ~ reater s ize of 
the br ibes on offer . But t hese bribes or inducements tend to be ve ry 
expensive in te r ms of cost pe r job ac t ually created , or ( bette r) per 
job- yea r a ctually sustained, and they a r e of course on offer fro m a host 
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of dep re ssed locations aro und th e Clobe . Fu r the r mo re, it i s not certain 
ho~ far they Can be made effe ctive in r elation to service a ctivities , whe r e 
the capital i nvestment. w:l ich is t he easie st thino to subsiC:ise , i s less. 
I f, of course , J!orthern Ireland 1'lo r J,e r s l'le re to acce pt a laroe cu t in 
wares , this would be a powerful an d easily publ icised in centive f or 
exte rn al enterpri se to come in; but you will have no difficulty in secing 
why any such development is unlikely . 

I t r ema in s conceivabl e , howeve r , t hat geog raph~cal di sadva ntage could be 
offset by l abou r and ente r p rise of supe r io r qua lity . He r e Nor the rn Ireland 
certainly has some positive advantage to offe r: an edu ca tional syste~ 
which is better than that in Gre a t Critain : a t r~ditio n of ha r d wo r k ane: 
r elat ive in dust rial peace : some of the mode rn skills in sho r t supply , for 
instan ce in compute r scien ce . These advantages will occas ionally influen ce 
the inComing inve stor , but (more i mpo r tant ) they could , if combinec: with 
manaOe r i~l skill and entre pr eneu rial fi r e , l ead to a s uccesful £1 rol'rth of 
new businesses which have their r oot s i n the province . Policy in t he United 
I~ingdom has be come mu ch mo r e favourable to the smaller business, a nd it is 
possible that , in t he re mar kab le re sults achie ve d by the Local Ente r prise 
De velopr.Jent Unit, we are seeing t he beginninfl s of a ne 1'1 era of gro l'lth 
th rou oh loc a lly based firms . 

It l'lo uld be highly optimistic , hOl'lever , to suppose t hat this could be 
l a r ge enou gh to p rOvide all the jobs needed to achieve ' suc cess ' (as I 
have defined it) by AD 2000 . I concl ude that ~J orthern Ireland l'lill have 
a maj or unemployment pro bler.J , with expensive financial and social 
con sequen ces , f or many yea r s t o come . 

You asked me to say somethi ng about the s co pe for gr eate r coo pe r ation 
betvJee n Nort h and South . I am inravour of developin g economic cooperation 
betl'lee n North a nd s ou t h, and al so be twee n the r.epubl i c an d Gr eat 8r itain , 
in ev e ry vlay which can be shol'm to make sen se . But I can offe r you no neVJ 
i deas , i n t his vlell-explored f ie ld , which wo uld be liJ(ely to make a 
sionificant diffe r en ce to the cent ral pr oblem of une mp loyment . Histo r i cally 
the e conomy of the t'Jorth follol':e d a separ ate line of de velo pme nt , and 
therefore the wounds which it r eceived Ion a a go from the shar p knife 
of P<::.rtition we r e not a s se r io us a s some pr opagandists have supposed . 
~ithin a common membe r ship of the Euro pean Community , there a r e now no 

I major obstacles t o the development of non - a gr icultu r al trade apar t f rom 
those offered by bu r eau cracy and by fluctuating excllange rate s . CommOn 
sense sU00ests that most of t he advantages of cooperation be tween b'IO small 
count rie s would a r ise fro m t he widening of markets made possible by f r ee 
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trade , and these are already available . If One loo ks at the voluminous 
l ite ratu re on possibl e further types of coo pe r atiOn - special st udies of 
Londonderry and DOneaal , of the J,ie vlry a nd Du ndalk area , of t he Ern e 
catchment and of the J, ou r ne herr ing fisheries: conside ration of joint 
action in in dus t r ial promotion , tourism, enerOy, education , comr.Junications 
and many othe r fie l ds - I am const r ained to conClude t hat , thOUGh the r e 
a r e many good ideas which should be followed up , their effect on uner.Jployment 
wou ld be about equivalent to the pr oduct of nine bean r o\'iS on t he Isle of 
Innisf r ee , l'lh en set against a r equi r e r.Jent of ne \'1 jobs in t he ~!o rth in 
the coming two de cades \'Ihich i s of the orcJe r of 200;000 . In deeC: , I think 
that some of those \'Ih o have ur ged cooperation have don e so more \'Iith an 
eye to the p r omotion of Qene r a l un derstandin G and r espe ct than to any 
economic consequence . ~y main pr i ority for further action - thouQh it 



is Onc only available to be dete r mined by wide r circunctances - wou_ d be 
fOr the United l~ in9don to join the Eu ro ilcan ",onetC'.ry Sy. -::e n , ,'!h ic ~ "IOU d 
les s en t he obstQcles t o trade ccu ~ed by uncer t ainty a bou-:: exch~n~e rat es . 

It will be in your minds , howeve r, that if One could look beyond coo era-::ion 
within t he present pol itical frame\'lorl( to some pe r manent settler:lent of 
' the I ri sh question ' , there would be mu ch greater benefits t o ~e 

o~tained by bot h ~I orth and South . The level of t r ade between the comnunitie s 
r:light in crease ; at pre sent it appears to b ' su r prisin gly low, no doubt 
because of uncertainty, suspicion and lac k of knowledge . Peace and 
political stability would make it easie r to att r act and to retain new 
i nvestment . The use of r esources , su ch as enercy , could be planned for 
a wider a re a . Obstacles to sensible developmen t \'Ihich are caused by 
suspicion and lack of knowled oe would \'Iithe r a\'lay . The expa-:: r iate IriSh 
coul d be encouraged to use -::heir fund s fOr purposes of peaceful de velopment. 
Ireland, I!orth and South, could become another SVJeden , though hopefully 
without the so c ial diseases whic h afflict that wealthy country . 

I am i n s ome difficulty about discussin g this de l ightfu l sce na r i o, be cause 
it is so oft en associated with the simple idea that the me mbers of the 
Unio nist community \',i ll r ecognise the advan-::a~es of voting themselves out 
of the United Kingdom a nd into an Irish stnte , whethe r unitary Or fe de r al . 
Despite the Quee n's advice to Alic e , on the matte r of believing s i x 
impossible things befo r e br eal; fast , I cannot find any conv iction in this' 
as the path to a peaceful an d prospe r ous futUre . I do not think t hat 
many Unionists would believe in the ~conomic advantages , but , e ven if they 
did , I do not think that they would at -::his time be moved fro m -::hei r 

f 
settled political conviction ( gr eatly s-::rengthened by the events of the 
past f Ourteen yea r s) by any economi c advantage , howeve r large . And if you 
suppose that the Dritish GOvernment would co erce them to make the c hanCe , 
you have failed to notice an alte r ation in pol i tical thin king in lon don , 
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wh ich has becor:le mu ch mOre enamoured of pr in Ciples and much le ss r eady -::0 
saCrifice them in Clev e r s chemes f or appeasement. You can ha r dly expect 
that the principle that the majority in the ~!orth should r emain British if 
it wishes l'Iould be lJiven any l ess prior i-::y than that whic h af)plied to 
1300 i nh abitan t s of the Falkland Islands . 

I have made this political dig r ession because I want to make the point that 
the economic and political difficulties about any simple scheme of 
r eunificat ion r e in for ce each ot her . Fo r, as your se cretariat ' s Workin g 
Docu me nt has shown , the r e r emains a considerable diffe r ence i n standards 
of living betwee n NOrth and Sout h; an d , whe r eas i-:: was pe r missible in the 
1970 ' s t o suppose that the Rep ublic' s succesful policies of economic 
developme nt wou l d r emove or even reverse this dispa r ity , the events of the 
l ast tl'lO years leave one \'Iith mu ch less confidence that this will be 
achieved in th e near future , even on the back of an oil boom. Standards 
and emp loyment in the NOrth are in part s us tained by heavy Gove rnment 
expenditu r e , and it is sometimes su pposed that the British governme nt 
wo uld be s o glad to see the backs of t hese turbulent Ul ste r me n that it 
1V0ul d p romise the continuation of massive transfers for a considerable 
time ; for ~ertainly the economic benefits su ggested fOr a ne w se ttlene nt 
wou l d only arise gr adually over a long pe rio d . But any such v ~ ew bet r ays 
an igno r an ce of the process of dr awin g up a public ex penditure p r ogr amme , 
in a pe r iod whe n there will con tinue to be pressure to r educ e the 
bud get total. The principl e that no part of the United Kinrdom should 



(/J 

:, .. ~\'c~ s e rvices or c t ancJc. r ds o r c~~tl.9 \':o r s c than the avera[l e i ;; on~ \'J:l icl l dIe 
,~ e cret<: ry of St:ltc a nd t he C :~ <:lic e llor 0 ; the Exc hc:(] ue r c an su cce Gful ly 
dcr.e nd . The p ro posit i on th<:t it i s nece Gs a r y , for r eason s of past 
h i s to r y , to r.1<:I;e la r r,e t r .::.nsfer:; to anothe r St<lte (whic h i s not suffer i nr] 
Third ~orld poverty) " would be vuln e r ab le to th e ve r y fir s t roun d of 
budgeta r y c uts . In de e d , no GritiGh gove rn ment i s in a po s ition to mak e 
lona- run p ror.1 ises of aid ; Parliament will defend it s right to vote mone y 
a yea r at a time . fJ o r \'Iould I put too much faith in lon ,, -run aid f r or.1 
t he United States . It is fo r Con gre ss , not the President , to fin d t he 
r.1oney , and the Ame rican bu dgetary p ro ble r.1 is a very se rio us Onc . 

I dou bt therefore if t he Republ ic is in a pos ition to make an y proposition 
for simpl e r eunific a tion e cono r.1 ica lly co nv incing or attractive . The 
e conomi c co nside rations point the s ame \'Ia y as t he judaer.1ent of politic a l 
r ealities : this is a p ro ~ lem whi c h has a l ways had a British dime nsion as 
we ll as an Irish dimension , and th e r e i s no solut ion wh iCh sacrifice s 
One to t he othe r. That may mean that you r sea r c h fo r constitutional 
innovation has to be alon o novel pat hs , but it would be i mpe rtinent fo r 
me to spe culate on t hat . But I I"lould su gaest that you must searc h for 
a solution wi thin th e Constraint t hat you r.1ust leave goo d g roun d for a 
continuin g Britis h economic r esponsibility fo r t he welfare of tho s e who 
a r e and \'I ish to r emain Br itish su bjects : o t he r wi se you will sir.1p l y p ropose 
the turning of a gr ave economic problem into an almost in s oluble one . 
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