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General Summary

N the present economic environment of low economic growth,
Irising unemployment, mounting balance of payments deficit,
and rapid inflation, the strains of maintaining and expanding
public expenditure programmes have never been more acute.
While the cost of providing public services is rising dramatically,
growth in the tax base is constrained by the low or even
negative rate of economic growth and the rising level of
unemployment. Domestic savings declined in 1974 and the
government is being driven into a position of increased depen-
dence on foreign borrowing. There is urgent need to review the
pattern of government expenditure and finance and to scru-
tinise carefully the objectives and goals of government expendi-
ture. A sense of direction is never more important than at a
time of crisis. :

This paper provides a factual, analytical and judgemental
study of four major areas of public authority (central and local)
spending—education, health, housing and social security and
welfare. These four areas are broadly classified as social
expenditure, although other categories of public expenditure
clearly have a marked social content. Three of the areas—
education, health and social security and welfare—were
responsible to a striking extent for the rise in the ratio of public
expenditure to GNP over the post-war period. Because of the
importance of social expenditure, which comprises about half of
total public expenditure at the present time, it may be expected
that a study of social expenditure will provide useful insights
into the overall public finance situation.

In the first part of the paper, the facts and figures on public
social expenditure over the post-war period are outlined.
Secondly, three phases in social policy are identified which
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coincide with expenditure sub-periods. In the third and fourth
parts, expenditure and finance are considered in relation to the
cxperience of other countries, including EEC countries. The
Irish level of social expenditure is also considered in relation to
the level of income in Ireland. The last two parts outline the
objectives of social policy, provide a brief appraisal of expendi-
ture programmes in relation to objectives and, finally, consider
the overall strategies of social policy. »

Expendzture '

Between 1949 and 1970, social expcndlture of pubhc authori-
ties rose from £51-4 million to £318-4 million, representing a
rise in its ratio to GNP from 13-1 per cent to 19'2 per cent.
Over the same period, total expenditure of public authorities
rose from £119:3 million to £%706-4 million, or from 30-5 per
cent of GNP to 42:4 per cent of GNP. The share of social
expenditure in total expenditure of public authorities rose only
marginally, from 431 per cent in 1949 to 451 per cent in 1g970.
This near stability resulted from a substantial fall in the share
of housing being compensated by a very considerable rise in
the combined share of the other three services. Over the whole
period, capital expenditure, especially on housing, was-con-
siderably more volatile than current expenditure, which in the
case of all four services rose with only slight interruptions. The
share of central government in social expenditure has increased
markedly.

2. Policy Pha.m »

Public expenditure is a ma_]or means of expressing pubhc
policy. The post-war years can be divided into three -sub-
periods, which might be called policy and expenditure phases.
These are the yecars 1947/51 which was a very expansionary
phase; 1952/62 which was overall a regressive  phase; and
1963/74 which has been a period of renewed activity, initially
on an ad hoc basis but with a gradual trend towards a cohesive
social policy. Perhaps the most important policy trend in
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recent years has been the shift away from selectivity, or pro-
vision on a means-tested basis, towards universalism, or general
provision without reference to means.

3. Soctal Expenditure in Ireland Compared with Other Countries

Comparison with EEC countries shows that while public
expenditure ratios on education and health in Ireland appear
to be in line with other EEC countries, the ratio on social
security and welfare tends to lag behind other EEC countries.
When account is taken of the fact that our income per worker is
the lowest in the EEC and our dependency ratio the highest,
the low Irish ratio on social security welfare can be readily
understood. Furthermore an important factor, when interpret-
ing public social expenditure ratios in Ireland compared with
other countries, is the extent to which social services have been
provided on a voluntary basis. Moreover, ratios of social
expenditure to GNP tell little about a number of important
questions. A large total ratio is consistent with little effective
redistribution to the poor. It could imply redistribution within
the middle and upper income groups. A large total ratio is also
consistent with: low rates of benefit as the rate of benefits is
determined both by the size of total expenditure and the
number- of recipients of benefits.

. An examination of changes in real benefit rates between 1953

and 1974 shows that, with the single exception of the maternity
grant which declined in real terms over the period, all pay-
ments increased over the period as a whole and the majority
increased somewhat more than average industrial earnings.
However, in the sub-period 1966/74 it is striking that both the
old age non-contributory and contributory pensions grew less
in real terms than industrial earnings.

Over the period 1953/74, social insurance contribution rates
grew much more rapidly than any of the insurance benefits,
although there was a significant increase in the rangc of
benefits provided.

Changes in public expenditure ratios or in rates of benefit do
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not tell anything about the adequacy of the level of benefits.
It is suggested that certain benefits, such as the old age assis-
tance pension, would not alone provide a means of survival.

4. Financing of Expenditure

The ratio of taxes to GNP rose from 21-0 per cent in 1947 to
31-7 per cent in 1971. The ratio of total national debt out-.
standing rose from 30-2 per cent in 1947 to 56 per cent in 1972.

As with expenditure, a comparison of sources of taxation in
relation to GNP in Ireland and a number of different countries
is made. Two anomalies of Ireland’s tax structure compared
with her EEC partners which are very significant from the
point of view of social policy are the very high ratio of expendi-
ture taxes to GNP and the low ratio of social security contribu-
tions to GNP. However, before rates of social insurance
contributions are raised substantially in an attempt to increase
the share of social security contributions, the disincentive effects
of high contribution rates on employment should be scrutinised
carefully. If higher contribution rates are thought undesirable
then it may be necessary to make benefits more selective. It is
noted that in West Germany the cost of financing family
allowances has recently been transferred from employers and
employees to the Exchequer. If it is decided to opt for higher
social insurance contributions on grounds of following the EEC
pattern, then the corollary would be to reduce indirect taxation.

5. Appraisal

While membership of the EEC is certain to influence the
pattern of public social expenditure and finance in Ireland, a
large degree of national choice remains. There may, in fact, be
areas in which Ireland chooses to follow an opposite line to
that of other member states in regard to social policy, for
example, in relation to the pattern of social security finance.

Since decisions, cannot sensibly be made concerning expendi-
ture without a statement of the objectives such expenditure is
intended to achieve, it is necessary to outline the objectives of
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social expenditure. Furthermore, the benefits of expenditure
programmes can only be assessed in relation to the goals they
have been designed to achieve. It is suggested that there is
sufficient evidence to distinguish the following three major aims
of social policy and expenditure in the post-war years in Ireland.
These are (i) the relief of poverty and the provision of a
minimum standard of living for all; (ii) equalisation of oppor-
tunity; and (iii) increased productivity and economic growth.

Such evidence as is available suggests that, despite consider-
able achievement, there are still many who do not have an
adequate minimum. In regard to equality of opportunity the
assessment is limited to education. It is suggested that in certain
areas of education the poor may be subsidising the rich. In the
case of university education, increased grants at the lower levels
of income combined with a graduated loans scheme is suggested.
In regard to the third objective of economic growth it is
suggested that the emphasis in our education system on
technical and technological education may need to be increased.
While there is evidence to show that public expenditure on
income maintenance operated counter-cyclically, in regard to
housing public expenditure has sometimes operated in a
destabilising fashion.

6. Overall Strategies of Social Policy

Effective social policy in Ireland must give first priority to
employment. The direct provision of employment by public
expenditure on capital projects such as housing is preferable to
paying equivalent sums in unemployment benefit and assis-
tance. Secondly, tax policy must be designed to spread burdens
and benefits equitably. It is pointed out, for example, that the
flat rate social insurance tax is a regressive tax. With regard to
the provision of services, the following measures are suggested :
(i) greater selectivity to ensure a more intensive provision of
service for the poorest individuals and groups; (ii) immediate
attention to the most hard-pressed categories which include old
age pensioners and children in poverty. This could be done by
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substantial increases in old age pensions and the introduction
of increased children’s allowances paid on: a selective basis by
utilising the income tax system; (iii) more rigorous estimation
of cost, i.e. consideration of alternatives foregone and clearer
specification of objectives. This means that public expenditure
programmes must be formulated in the context of a plan for
some years ahead. Finally, encouragement and support should
be given to voluntary effort, which has traditionally played a
major role in the provision of social services in Ireland.
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Introduction

HIS paper is concerned with the development of public
Texpenditure on education, health, housing and social
security and welfare in the post-war period. The marked post-
war development in the structure, administration and finance
of the Irish social services has roots which extend back into
the nineteenth century. Housing programmes derive from
legislation initiated in the last century, chiefly the Labourers
Acts (1883/1958) and the Housing of the Working Classes
Acts (1890/1960). Primary and secondary education are the
offspring of the Commissioners of National Education (1831)
and the Commissioners of Intermediate Education (1878).

Although data comparable with those used in this study are
not available for the 1920s, for central government alone no
less than 37 per cent of expenditure was dévoted to educational
and other social purposes in 1924, i.e. £8-g3 million of total
central government expenditure of [£22'6 million. By 1929
central government expenditure for education and other social
purposes was £8-1 million or 36 per cent of total central
government expenditure of £22:7 million. At the outbreak
of war in 1939 education and other social purposes accounted
for £12-6 million or just 40 per cent of total central government
expenditure. At the end of the war in 1945 expenditure on
education and other social purposes was £21-2 million, or
41-8 per cent of total central government expenditure of £50-6
million.

J. G. M. Eason: “An Analysis Showing the Objects of Expenditure and the
Sources of Revenue during the Financial Years 1924/25 to 1929/30”, Fournal of
the Statistical and Social Inquiry Society of Ireland (JSSISI), 1930/31, pp. 1-13. This
was the first of a series of articles by Eason read to the Society between 1930 and
xggo. According to his definition, social expenditure comprises expenditure on
old-age pensions, national health insurance, uncmployment insurance (part),

tuberculosis, charitable donations, hospitals and infirmaries, relief schemes and
wireless broadcasting. Expenditure on education is classified separately.
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The emphasis on education and other social purposes was -
reflected in legislation in the 1g20s and 1930s. In 1930, the
Vocational Education Act which laid the basis for a much
wider provision of post-primary education, and conscquently
greater. expenditure on education, was passed. Progress in
housing during the 1920s was cons1derable Over . 26,000
dwellings were built with State aid between 1922 and 1932.
Important housing legislation was enacted from 1931. Housing
- 'was a major issue in the clcctlon campaign in 1932. Between
1933 and 1939.nearly 62,000 dwclhngs were bmlt with State
aid..

The growth of public socxal expcndxture in. Ireland since
the war, which is dealt with in this paper, must be seen as a
growth extending back to the nineteenth century and cultivated
in the 1920s, 19305 and early 1940s. In retrospect it is astonish-
ing that so much was achieved between 1922 and 1945 with
what today seems - trxv1al cxpcndlturc Even allowmg for
‘differences in price movcments credit must be given for the
scrupulous pursult of economy and value for _money during
those years.




1. Expenditure -

N this paper social expenditure refers to the consolidated
Iexpenditure of public authorities on education, health,
housing and social security and welfare, according to the
functional classification of public expenditure in the national
income accounts.? Debt service is included in the total expen-
diture of public authorities but the portion of this attributable
to social purposes is not provided. In this respect, the share
of social expenditure in total public authorities’ expenditure
may be considered as underestimated.

Overall Trends

Between 1949° and 1970, social expenditure of public
authorities (in current values) rose from £51-4 million to £318-4
million, representing a rise in its ratio to GNP from 13-1 per
cent to 19-2 per cent. Over the same period, total expenditure
of public authorities rose from £119:3 million to /£706-4
million, or from 30-5 per cent of GNP to 42'4 per cent o:
GNP, as shown in Table 1.

The share of social expenditure in total expenditure of public

2Published data are used for 1964/70, the latter being the latest year for which
published data are available for total public authorities at present (i.e., October
1974). Data for central government only are available also for 1971 and 1972
and are referred to later. Data for 1947/66 were classified with the help of the
Central Statistics Office. (In fact, published data are now available for 1965 and
1966 which are virtually identical with the estimates previously made by the
author.) It appears that the delay in publishing the combined public authorities
data is due to a delay in publication of the accounts of the local authorities. The
Returns of Local Taxation for 1971 have not yet been published. This delay is
regrettable as the data are essential for policy purposes. Wherever the words
“social expenditure” occur simpliciter they include both capital and current
expenditure. “Public authorities” or “Government” includes local as well as
central government.

31949 is taken as the expenditure base as 1947 and 1948 were abnormally
depressed after the war.
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authorities rose ‘only marginally between 1949 -and 1970. In
1949 the share was 43°1 per cent compared with 45°1 per cent
in. 1970. Indeed, in 1951 and 1957 the share was identical
with that of 1970, while in 1953 and 1955 it was over one per
cent higher than in 1970. This may appear surprising. The
approximate stability of the social share over the period came
about as a result of very different trends in the components of
social expenditure. While the share of housing fell substantially,
this decline, was slightly more than compensated for by a rise
in the share. of each of the other three services. The combined
share of education, health, social security and welfare in total
public authorities’ expenditure rose from 30-5 per cent.in 1949
to 392 per cent in 1970. The share of education grew most,
- rising fairly steadily from 7-6 per cent in 1949 to just 12 per
cent in 1970; the share of health rose from 8-0 per cent to 99
per cent, and the share of social security and- welfare, consis-
tently the largest category, rose from 14-9 per cent to 17°3 per
cent. By contrast, housing, which accounted for 12:6 per cent
of total expenditure of public authorities in 1949, fell to 63
per cent in 1961, recovered to 7-7 per cent in 1966 and then
fell back to 5-g per.cent in 1970. This represented the lowest
share for housing in any year over the whole period 1949 [70.
Expenditure on housing in 1970 at £41-3 million was almost
£6 million below the level of the previous year, partly due to
the cement strike in 1970, CE R
It is not yet clear whether the low figure for housing in 1970
should be regarded as temporary and exceptional, since figures
for total public  authorities’ expenditure for subsequent years
have not yet been published. However, figures for central
government alone are available for 1971 and 1972, and it is
significant that expenditure on housing as a proportion of
total central government. expenditure was only marginally
higher at 5-9 per cent in 1971 and 1972 compared with 58 per
cent in 1970 and 6-4 per cent in 1969. "~ S
The share of housing in total public authorities’ expenditure
" has, except for very slight increases in 1952, 1955, 1966, 1967

4




TABLE 1: Social expenditure and total expenditure of public authorities 1947/70.

1947 1949 1951 1961 1965 1966 1970
: . % of % of % of % of % of % of % of
Expenditure Lm Lm Lm Lm Lm 4 Am Lm
: GNP GNP GNP ’ GNP GNP GNP GNP
Education 83 2'5 91 2'3 120 209 21°8 30 406 40 418 39 844 50
Health 6-2 19 9'5 2:4 130 31 204 28 320 32 - 71 '35 702 42
Housing 34 . 10 150 38 187 45 148 200 272 27 207 2:8 413 2'5
Social security and : ’ :
welfare . 13-9 42 178 45 188 45 402 56  6o1 59 - 679 64 1225 . 74
Total social - 318 . 96 514 131 625 149. 972 134 15909 158 1765 166 3184 192
Total public o : ’
authorities " 905 273 1193 305 1562 372 2361 326 3657 361 3861 g6-3 7064 42°4
Per cent of total public expenditure
Education g2 - 76 77 92 111 10-8 11-9
Health 69 80 83 86 8-8 96 99
Housing 3-8 12-6 . 12:0 63 74 77 58
Social security and-
welfare 154 - 14°9 120 170 16+4 17:6 173
Total social 35°1 43°1 400 41°2 437 45'7 45°'1




and 1969, declined in every year between 1949 and 1970. The
only marked recovery in the share (0-6 percentage points)
occurred in the two successive years 1966 and 1967.% - '

The stability of the overall social share in the total expendi-
ture of public authorities between 1949 and 1970, despite -
significant shifts in- its composition, raises. an interesting
possibility. It is suggestive of constraints in the budgetary and
decision processes during those years which set fairly stringent
limits to the balance between social and other public expendi-
ture. To some extent, awareness of these limits is evidenced by
arguments during ‘the 1950s (for instance in the Reports of the

 Capital Investment Advisory Committee and in Economic Development)

for a “productive shift” in pubhc spending. In fact, the social
share fell from 43-1 per cent in 1949 to 400 per cent in 195I.

By 1957 it was up to 45°1 per cent but fell back to 41-8 per
cent in 1961, most of the fall occurring between 1957 and 1959.

Over the whole post-war period, the social share never rose
higher than 46-2 per cent (1953). Nor did it fall below 40-0 per
cent (1951) despite persistent recommendations by economic

“advisors, such as the Capital Investment Advisory Committee

or the . Reports of the Central Bank. An upper boundary exists
because of the demand for other non-social public expenditure
and also becausc of the broader limits to the growth of the
public share in GNP to which reference is agam made later on.

" Presumably, a lower boundary is set by ° ‘needs” however

determined, pohtlcal considerations, and the pattern of social
service provision elsewhere, chiefly in the United Kingdom
which we have tended to follow. The lower boundary is also
influenced by the obligation to fulfil existing commitments,
for instance due to “open-ended” schemes, and the obhgatlon
to implement policies already embarked upon. The rise in the
dcpendcncy ratio from 62:5 per cent in 1946 to 736 per cent
in 1966-—the ratio rose from 65-4 per cent to 733 per cent
between 1951 and 1961 alone——coupled with high levels of

41t is possible that comparable data for 1973 and 1974, when they become
available, will also. show recovery.
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unemployment during the 1950s, all contributed to automatic
growth in social security expenditure.

Changes in relative prices will also affect the limits of the
social share in so far as these may differ from the non-social
share.’

A significant fact which emerges from the foregoing is that
public social spending has grown rapidly, not because of a
change in the balance of public expénditure as between social
and other forms of expenditure, but because total public
authorities’ expenditure has grown much more rapidly than
GNP as evidenced by the rise in its share of GNP from go'5
per cent in 1949 to 42+4 per cent in 1970. This growth has been
facilitated because of the progressive impact of total taxation
relative to total GNP and because deficit financing clearly
seems to be on the increase. At the same time, it is recognised
that government motivation may be very different as between
(i) social, and (ii) other expenditure.

Current and Capital Expenditure

Table 2 shows that social current expenditure increased
from 42-9 per cent of total public authorities’ current expendi-
ture in 1949 to just 50'0 per cent in 1970, while the social
capital/total capital ratio was 43'6 per cent in 1949 compared
with 278 per cent in 1970. As might.be expected, the capital
share was considerably more volatile than the current share
over the period. After the war it rose from 17:6 per cent in
1947 to a peak of 450 per cent in 1950. It declined throughout
the 1950s to 20°5 per cent in 1960, the lowest level since 1947.
By 1965, it had recovered to just 30 per cent and rose to 36-2
per cent in 1967. The 1970 level of 27-8 per cent is the lowest
since 1964. Of the four social services, capital expenditure on
housing was by far the most important category of capital
expenditure. It accounted for almost 40-0 per cent of total

5Consideration is given to this point in Finola Kennedy: The Growth and Alloca-
tion of Public Social Expenditure in Ireland Since 1947, unpublished Ph.D. thesis
University College, Dublin, 1971.
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capital expcndxture in 1950, but this declined drastlcally during

the 1950s to a low pomt of 15 per cent of total public authorities’
capital expenditure in'1g60. In- 1970 it accounted for 17-1 per
cent. Capital expenditure on education has steadily. increased

since the early 1g50s. In 1951 it accounted. for only 19 per '
cent of total public capital expendlture, but had risen to 44
per cent by 1960; During the 1960s the share more than doubled
and by 1969 it accounted for g-5 per cent of public authorities’
capital expendlture, falhng slightly to 8:6 per cent in 1970.
The substantial rise in thc share of educatlon in publlc cap1ta1

iTablc 2: Social expmdtture asa [)ropomon of total expendzture of j)ublzc
2 authontus, 1947/ 70 L

) Total social as a
Social current as a Somal capztal as a ~proportion of total |
Year proportion of total proportwn qf total -+ public authorities’

current ’ captta . expendzture
~ per cent . e per cent A per cent
1947 879 . 7176‘ T 351 ° -
1949 . - 429 : 436 ¢ 430
- 1950 © 425 0 . 450 . 432 . .
1951 - 402 - \ 397 - . .. 400
1955 477 Cooo4ry L0 462
1960 48 - L2050 0 0 418 .-
1961 . 465 L2104 i 412 -
- 1966 49r . 333 L 45T
1968 485 v g2 N 44°5

1970 © 4987 - o278 451

expendlturc durmg the past tcn years rcﬂects both the 1ncreased
capital transfers to secondary schools and universities as well
as the building of comprehcnsxve schools and rcglonal techmcal
colleges. ' - '

Capital cxpend1ture on hcalth asa proporuon of total public
capxtal expcndlture rose from 2-9 per cent in 194.9 to a, peak
of 10°3 per cent in 1953 and then fell thhout interruption to
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a mere 0-g per cent in 1963. It increased again to 33 per cent
in 1966 but tapered off to 2-2 per cent in 1970.

An interesting comparison which will be referred to again
in Part 2 may be made between the projections of public social
capital expenditure given in the first and second programmes
and the actual outturn. Marked differences exist between
projection and outturn for expenditure on building and con-
struction of houses, schools and hospitals. For the greater part
of both programme periods, actual expenditure on building
and construction fell well below projected expenditure in real
terms. The shortfall was particularly marked in the early
years of the First Programme. In the closing years of each
programme actual expenditure exceeded projected expendi-
ture. During the First Programme period, the shortfall of the
first three years can be largely explained by the shortfall in
housing while the surplus in the closing years is due mainly
to a faster than anticipated growth of expenditure on houses
and schools. During the Second Programme period, apart from
1964, when actual expenditure on housing was less than pro-
jected, and 1966 when the same was true for schools, actual
expenditure on these two services exceeded projected expendi-
ture every year. By contrast, actual expenditure on hospitals
was below projected expenditure in each year.

Growth in Central Government Share in Social Expenditure

Between 1949 and 1970 the share of central government in
social expenditure increased from 55 per cent to 62 per cent
while the share of local authorities correspondingly declined
from 45 per cent to 38 per cent. When account is taken of the
portion of local authorities’ social expenditure met directly by
grants from central government, the local authority share fell
from 40 per cent in 1949 to 21 per cent in 1970. However, this
does not illustrate the full measure of local authority depend-
ence on the State in relation to social expenditure. It does not
take account of that part of local authority social expenditure
which may be financed from the agricultural grant paid by

9




the central governmcht to the local authorities in lieu of rates.
Nor does it take account of the capital funds raised for the local
authontlcs through the Local Loans Fund ‘

Tablc 3 Peroentage distribution qf saczal expendmtre between central
gavemment and local authontm, 1949/ 70

Social Expenditure 71949 1966 . 1970
o i per cent pzr ‘cent  per cent
Local Authorities - o 35 36 38
Central Government’ T .55 64 . 62
- Public Authorities = . . 100 /. 100 100
Local Authorities less Central Govem- -
ment grants* o L. 40 25 21

~ *ie. less Central Govemment grants net of transfers from Local
Authorities to Central Government. :
Source : National Income and E\:pcndlturc and’ Rcturns of Local

Taxation.
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2. Policy Phases

J)UBLIC expenditure is a major means of expressing public

policy, thus changes in public social expenditure may be
expected to reflect changes in public social policy. The post-
war years can be divided into three sub-periods which might
be called policy and expenditure phases. These are the years
1947/51 which was a very expansionary phase; 195262 which
was overall a regressive phase; and 7963/74 which has been a
period of greatly renewed activity, initially on an ad koc basis
but with a gradual development towards a cohesive social
policy.

1947(51

This period commenced under a Fianna F4il Government
and saw the rise and fall of the First Coalition Government.
'The general election of 1948 was fought largely on social issues
and the Clann na Poblachta party was formed as a party com-
mitted to social reform. It was a period of active campaign for
improvement of the health and social security services and of
housing. Between 1947 and 1951, public social expenditure
doubled from £31-8 million to £62+5 million and increased its
share of GNP from 9-6 per cent to 14-9 per cent. (It must be
remembered, of course, that activity, especially in building
and construction, was very depressed in 1947.)

One of the first signs of the campaign for improved services
was in 1947 when Dr James Ryan, then Minister for Health,
introduced a Mother and Child Bill in the D4il. He stated at
the time:

It is proposed to make available to everyone in the coun-
try, if they wish to avail of it, a free service for mothers -
and for children up to the age of 16 years.$

SParliamentary Debates, D4il Eireann, (PDDE), Vol. 107, Col. 8¢6.
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The campaign was subsequently taken up by Dr Noel Browne
‘when he became Minister in 1948. In 1949, 2 White Paper on
_social security? was publlshcd contamlng plans for the exten-
sion of social insurance. : :
Even earlier, a White' Paper on bulldmg and constructlon,
The Post-War Buzldmg Programme, had been published in 1945.
This cnvxsagcd considerable growth in housing. There was a
spectacular growth in the number of ‘houses built w1th State
aid from 1,602 in 1947 to 8,113.in 1949 to a peak of 14,000 in
1952. Employment.in housebuxldmg (pnvate and local author-
ity) rose from 6,865 in 1947 to a pcak for the whole post-war
period of 18,733 in 1950. In 1949 a seven-year programme for
urgent hospital building was launched. The programme aimed
to provide 12,100 beds and 330 cots. About two-thirds of the
programme was completcd at the 'end of the seven-ycar per1od
in 1955. Capital expenditure on hospitals (including equip-
ment) grew from £746,000 in 1948 to a peak of £4-3 million
in 1952. In contrast to the other services, there was little activity
in education. In 1949 there was an order to limit school build-
ing, despite deplorable conditions in many national schools. -

1952[62 S S

Overall this was a regrcsswc phase. Socml cxpendlturc fell
to 13-7 per cent of GNP in 1962 compared with 14-8 per cent
in 1952. However, the share of public authorities’ social
" expenditure in total public -authorities’ .expenditure did not
reach its peak of 46-2 per cent until 1955. In- 1955 and in 1970
current social expenditure as a ‘percentage of total 'social
cxpenditure was 48 per cent and 50 per cent respectlvcly and -
the capxtal ratio was considerably higher in 1955 than in 1970
as shown.in Table 2. Therefore, where the. really intensive
decline took place was in social capital expenditure between
1955 and. 1960, although’cap’ital cxpenditure on housing had
begun to fall in 1951 Over the entire post-war period  there

"Social Securily: Whue Paper Coniaamng Government Proposals for Social Securzgy,
Stationcry Office, 1949.- + .
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were very few occasions when current expenditure on a service
fell. Among the few examples were between 1951 and 1952,
and 1957 and 1958, when current expenditure on. health fell
by 4'5 per cent and 8-1 per cent, respectively, and between
1956 and 1957, and 1957 and 1958 when current expenditure
on housing fell by 3:3 per cent and 3-5 per cent, respectively.
Following the collapse of the First Coalition Government
over the Mother and Child Scheme in 1951, the incoming
Fianna Fail Government were more cautious in their reforming
zeal. The Social Welfare Act 1952 was a very moderate one. It
marked a shift from assistance to insurance services, though
limiting insurance to the employee class. At that time, over
one million persons aged 16-64 were outside the employee
class. The shift from assistance to insurance is illustrated by
the fact that in 1947 assistance payments comprised 77 per
cent of total social security payments compared: with 70 per
cent in 1953 and 54 per cent in 1g61. The insurance wing of
income maintenance was further strengthened in 1961 with
the introduction of contributory old-age pensions. Apart from
this innovation, the extension of children’s allowances to the
second qualified child in 19528 and the introduction of matern-
ity allowances in 1953, were the only significant changes in
the system during these years. The policy objectivé remained
very much as indicated in 1947, i.e. to provide a minimu
standard: : . :

. The main objective of social welfare schemes administered
by the State is to help the individual when, through no
fault of his own, he is in danger of being overwhelmed by
poverty.® ' '

There were considerable economic difficulties during the
19508 which made development of the social services more
difficult. Also, in the late 1g50s and early 1g6os national goals

8Children’s allowances were first introduced in 1944 for third and subsequent
children, o '

*First Report df the Depdriment of Social Welfare 1947/49, Stationery Office,
1950. '
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were being stated unequivocally in terms of economic growth.
In Economic Development, high taxation was described as an
impediment to growth and one of the steps towards the
stabilisation and eventual reduction of taxation was seen to
lie in “deferring further imprchmcnts in-the social services
until a steady growth in real nauonal income is. well
established’’.1®

The Health Act (1953) was much more hmlted than. prev-
iously intended, either by the immediate post-war Fianna Fail
Government or by the First Coalition Government. After 1952
hospital building slowed down, partly due to lack of funds and
partly due to the ‘near adequacy of bed numbers for TB
patients, -although bcd rcqmremcnts for other purposes were
not satisfied.

The position with regard to hospltal bulldmg deteriorated
" further in the mid-1950s. By 1957, the assets of the Hospitals’
Trust Fund had been exhausted. The previous year the
Minister for Finance had decided that he would cease to
provide grants-in-aid to the Fund. Furthermore, a growing
portion of the Fund money was devoted to meeting deficits of
the voluntary hospitals rather than for capital purposes. The
net result was that new hospltal building works were deferred
unless, as the Minister said, “they are: absolutely essential to
maintain existing services and of comparatxvely small cost”.11
An important event in 1957 was the establishment of the
Voluntary Health Insurance Board by Mr T. J. O’Higgins (now
Chief Justice), Minister for Health in the Second Coalition
Government.!* The. Voluntary Health Insurance Board gave
the opportunity for health insurance at. reasonable cost to the
better-off sections of the commumty And in 1960 the Health

10 Economic Development, Stanonety Oﬂicc, 1958, pP.: 24. It should be pointed
out that any cutback of social expenditure.then- envisaged, either in the field of
income maintenance or housing, was intended not merely to favour productive -
expenditure but to create the possibility of increased social spcndmg later on, as
new resources became available.

PDDE, Vol. 167, Col. 511. :

1Income tax concessions in respect of | prcmnums paid for hcalth insurance had
been introduced by the Minister for Fmancc in 1955.
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Authorities Act was an important step in the rationalisation of
the administration of the health services.

In housing, a period of slowdown began in 1952, culminating
in a massive cut-back in expenditure between 1956 and 1958.
Between 1956 and 1958, public authorities capital expenditure
on housing was halved, falling from £14°3 million to £%-6
million in 1958 prices. The fall in investment in dwellings
accounted for 41 per cent of the fall in total gross domestic
fixed capital formation in 1957, with the fall in local authority
housing alone accounting for just half of this. Employment in
housebuilding declined from just 15,000 in 1952 to 5,000 in
1961, while in local authority housing alone, employment fell
from 10,407 in 1952 to 1,694 in 1961.

This decline in housing resulted both from a shortage of
financial resources and from a belief—later proved to be
mistaken—that housing needs were almost satisfied. The
former was vitally important. Capital was comparatively
abundant from 1947 to 1951 due to the high level of external
assets, and the availability of Marshall Aid and Hospitals’
Trust funds. In 1951 the rapid spending of the remaining
Counterpart Funds, the severe balance of payments crisis, due
partly to the Korean War, and the depletion of Hospitals’
Trust money all contributed to capital scarcity.

In education, policy remained cautious although two
significant changes were introduced by Mr Lynch when he was
Minister for Education. These were the removal of the ban on
married women teachers in 1958 and the extension of St
Patrick’s Training College. It is significant that the only branch
of education discussed in Economic Development was agricultural
education which was described as ‘“‘the Cinderella of the
educational household from primary school to university” .1

1963[74
From around 1963 there was a fresh upsurge in social spend-
ing. Partly due to the satisfactory economic situation, social

18 [iconomic Development, p. 109.
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expenditure grew from 13-7 per cent of GNP in 1962 to 166 per -
cent in 1966. By 1970 social expenditure approached 20 per
cent of GNP.. The rise in public social expenditure was part of
general rise in public expenditure relative to GNP, since the
social share of public expenditure did not change substantially:
But apart from the improved .economic situation,. there were
a number of other important factors. Due to the neglect of the
1950s, there was a pressing ‘backlog of needs. For example,
in housing a full-scale crisis broke in 1963 and a housing
emergency was declared when 'a number of Dublin City tene-
ment buildings collapsed, resulting in the deaths of two
children in-Fenian Street and of an elderly couple in Bolton
Street. Another vital factor was-the advent to power of a new
generation of politicians. In Part 1 reference was made to the
discrepancy between actual social capital expenditure and pro-
jected expenditure as set forth: in. the Second Programme’ for
Economic Expansion (SPEE). The surge in capital spending on
education ‘and housing, ‘particularly marked from the-mid-
1g60s, and the persistent underspending on hospitals, appar-
ently took place despite economic planning, which. presumably
reflected what was thought to be desirable from the viewpoint
of economic criteria. The explanation of this phenomenon
must be associated in part with the advent of a number.of
energetic and determined Ministers responsible for - social
_ expenditure. The end of the 19 50s was marked by the departure

of some historic faces from the Cabinet ranks and the advent
of 2 number of new men eager to leave their stamp on the
Departménts assigned to them by introducing improvements in
the area: of their responsibility. This could be achieved to a
- significant extent by ensuring that funds were devoted to their
programmes. In particular; Dr Hillery who was Minister for
Education 1959/65 must be mentioned as an innovator in that

WProfessor Basil Chubb has shown that when Mr. de Valera formed his last
Cabinet in 1957, the average age of Ministers had finally begun to decline. See-
Government and Politics of Ireland, Stanford University Press and Oxford’
University Press, 1970, p. 173. Mr Lemass’s Cabinet in 1965 was being described
as the “youngest Cabinet in Europe’. C BT C

16




area whose achievements in that Department have received
less attention than they deserved. Mr Blaney, during his
second term as Minister for Local Government, pursued
policies of expansion in housing expenditure in the face of
considerable opposition from conservative forces, and in con-
flict with the ordinances of the economic plans. By contrast,
it is interesting that while Mr MacEntee, a member of the
old guard, was Minister for Health 1957/65 capital spending
on health was less than planned, whereas his successor, Mr
O’Malley, made a dramatic impact on the Department in his
one year as Minister.

Some examples from the services illustrate the renewed
activity at this time. The year 1963 was a very important one
in Irish education. In that year the comprehensive schools
were launched by Dr Hillery. The direct provision by the State
(as distinct, of course, from the vocational education com-
mittees) of a post-primary school building introduced an
entirely new principle into education. In 1964 building grants
for secondary schools were introduced. In 1965 the major
study, Investment in Education, directed by Professor Patrick
Lynch, was published. Free post-primary education for all
was introduced in September 1967. A university grants scheme
was launched in 1969. The Limerick Institute of Higher
Education was opened and a National Council for Educational
Awards established. Further encouragement was given to
education on the grounds that it would help to foster economic
growth.1s

In health a considerable amount of investigation—the basis
for subsequent reform—was undertaken and contributed to the
1966 White Paper. This, in turn, led to the introduction of a
choice of doctor scheme for general services and the establish-
ment of Area Health Boards, Regional Hospital Boards and
Combhairle na nOspideal, following the Health Act (1970).

The establishment in 1966 of the Department of Labour,

BSPEL, Chapter 8.




which has a large social as well as economic component in its
function, and the establishment of the Industrial Training
Authority in 1967 were important milestones in spheres allied
to social welfare and education. In addition to increases in
benefit rates important changes were sponsored by the Depart-
ment of Social Welfare during -the 1960s. These include the
introduction of the old age contributory pension in 1961,
mentioned earhcr the extension of children’s allowances to
first children from November 1963 and the introduction of the
occupational injuries insurance scheme in 1967%. This replaced
the workmen’s compensation scheme under which a claimant
had to pursue his claim in the courts. In 1968 the maximum -
duration of unemployment benefit was extended from 156 to
- 312 days. Also, the social insurance: of women employed in
private domestic service and in agriculture was extended to
include cover against unemployment (31 October 1966).
Nonetheless, it continued to be recognised that there was room
for further improvement.!® The publication of the Fust Society
document together with discussions on EEC entry contributed
to awareness of defects. In 1964 Professor Kaim-Caudle
published a study on social securlty17 which opened with the
following remark: :

Advances in soc1a1 wclfare and ‘possible modifications are
‘at present bemg w1dely dlscussed in Ireland.

In that paper he adverted to ‘the low levcl of benefits both
absolutely and relative to those in the United Kingdom and
Northern Ireland. Professor Kaim-Caudle listed seven sugges-
tions for the improvement of the services and it is interesting
to note that a number of these, such as the payment of death
benefit, the extension of compulsory social insurance to all
" employees of insurable age and the introduction of a pay-related
insurance schcmc, werc subsequcntly mtroduced . The last

16See Mr Boland’s spccch in the Dail in 1963, PDDE, Vol.' 202, Cols. 1649-50.

1P, R, Kaim-Caudle: Social Security in Ireland- and Western Europe Dublin:.The
Economic and Social Research Ix;stitutc, Paper No. 20, 1964. :
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two proposals mentioned were introduced in 1974 while death’
benefit was introduced in 1970. Another improvement in the
services was the introduction of a scheme of redundancy
payments under the Redundancy Payments Acts (1967 and
1969). This scheme comes within the administration of both
the Departments of Labour and Social Welfare.

Other important developments included the extension of
social insurance by the introduction of retirement pensions and
invalidity pensions (1970); the extension of social assistance by
the introduction of allowances for deserted wives (1970);
incapacitated old age pensioners (1970), unmarried mothers
(1973), ageing single women (19%74), prisoners’ wives (1974);
and the introduction of an adult dependant allowance for old
age (non-contributory) pensioners (1974).

In housing an important White Paper was published in 1964.
This was followed in 1965 by the launching of the Ballymun
scheme. This marked greater State, as distinct from local
authority, involvement in housing. However, in 1965 and 1966
the curbing of housing was again used as a deflationary
expedient. This contributed to a decline in fixed capital
formation in building and construction of g-2 per cent in 1966,
whereas in the previous five years there had been an average
annual increase of 12+6 per cent. In 1969 another White Paper
appeared and this led to the Housing Act (1970) which, in
turn, has helped to stimulate housing activity.

The past seven to eight years have witnessed the intensifica-
tion of an important trend in the social services, i.e. the shift
away from selectivity, or provision on a means-tested basis,
towards universalism, or general provision without reference to
means. This is evident from the introduction of free post-
primary education for all, compulsory social insurance for all
employees and the proposed free hospital services for all. This
trend might be regarded as the single most important change
in the provision of social services, the merits of which are
considered later in Part 5.

Also, there has been a new recognition of the importance of
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internal balance in public expenditure. The meahing of such
a balance was well ‘expressed by Mr Haughey in hlS Budget
Speech as Mlmstcr for Finance in 1967: s ‘

Expenditures on the pubhc capital programmc falls into -
two categories. The. ﬁrst—bmldlng and constructlon——
comprises what can be loosely described as social invest-
ment. The second, by and large, comprlses devclopment
expenditure. These two types. of investment are closely
related and interdependent. We cannot afford "the first
without providing in reasonable measure for the second.

At the same time,. it- must be recognised that social
mvcstmcnt in housing, education and hospitals is  a
necessary ‘prerequisite for a full and balanccd cconoxmc
devclopment 18 B

This concept of internal balance in pubhc cxpendlturc is
amplified in Chaptcr 2 of The T/urd Programme : -

7 18Budget Speech 1967, Stationery Office, 1967, pp: g-10..
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3. Social Expenditure-in Ireland Compared with
' ‘Other Countries

COMPARISON of the shares of public social expenditure in
AGNP in a number of countries serves to place the Irish
allocation in a wider perspective. Comparison with better-off
countries may throw light on how the Irish pattern of alloca-
tion will look in the future.

Comparison with OECD, UK and EEC \
Thereare serious difficulties in obtaining a consistent classific-
ation across countries, but the three sets of comparisons pre-
sented in Tables 4, 5 and 6 may be taken as based'on reasonably
consistent data.l® The first gives data for Ireland and certain
OECD countries for public expenditure on education, health
and social security in 1955 and 1965.20 It is derived from a
special OECD study combined with data for Ireland estimated
separately but on similar principles.?! The second comparison
gives datafor Ireland and the United Kingdom for all four services
in 1970 and is based on the respective national income accounts.
The third gives data for expenditure on social security and
welfare and health in the original six EEC member countries,
the United Kingdom and Ireland in 1968: it is based on a
Commission study, except for Ireland. The Irish data are taken
from National Income and Expenditure 1970. Finally, a comparison

19The absence of up-to-date comparative data on social expenditure in different
countries is a handicap for purposes of up-to-date analysis and is in contrast with
the availability of many economic series.

20In view of the below average unemployment rate in 1965, the growth in
social security payments as a proportion of GNP is not as marked as it would be
if the comparison were made with a year of high unemployment.

21As explained in Part 1.
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Table 4: Government expenditure on education, health and social security as percentage of GNP, certain OECD countries,

1955 and 1965

(a) Data are for 1957.
(b) Data are for 1966.
(¢) Data are for 1961.

Total Education Health Social Security
Country -
1955 1965 1955 1965 1955 1965 1955 1965
per cent per cent per cent per cent per cent per cent per cent per cent
Austria 17°44 22-1b 3-0a 3-9b 354 4°1b 109a 14°1b
France 21-0b 54b 4-4b 11-2b
Ireland 11-3 131 27 40 31 32 55 59
Japan 85 99 42 40 1-0 17 33 42
The Netherlands . 10°3 19°5 3°5 6-2 6-8* 13-3* * *
Norway 13°7a 2020 3-8a 6-1b 15a 2-0b 8-4a 12°1b
Sweden - - 14°4 19°5 43 6-0 32 4'3 6.9 92
Switzerland 976 12-2b 2-8¢ 350 1-4¢ 1-7b 55¢ 7-0b
United Kingdom 11-7 150 31 4°4 30 35 56 71
United States 7°4 10°3 31 42 09 1-2 3°4 48

*Health and Social Security combined.

Source: OECD Economic Outlook, Occasional Studies, July 1970 P- 49, except for Ireland. Irish data from

Finola Kennedy, op. cit.




is given for the year 1972 of social benefits per function as a
percentage of national income in the EEC countries.

In the OECD countries shown in the first comparison, social
expenditure on the three services (education, health and social
security) as a proportion of GNP rose in all cases over the period
and was responsible to a striking extent for the rise in the public
expenditure/ GNP ratio over the period.??

The share of education in GNP in 1965 ranged from 3-5 per
cent in Switzerland to 6-2 per cent in The Netherlands. Ireland,
with 4-0 per cent, was ahead of Austria (3-9 per cent), the
same as Japan (4-0 per cent), and just behind the United
States (4-2 per cent) and the United Kingdom (4-4 per cent).
It is interesting that the share of education in Japan fell from
4+2 per cent in 1955 to 4-0 per cent in 1965 and that Japan
had by far the fastest rate of economic growth in this period.
The share of health in GNP in 1965 varied from as low as
1-2 per cent in the United States, to as high as 4-4 per cent in
France, with Ireland again occupying an intermediate position.
The share of health in Ireland, alone among the countries in
the comparison, failed to rise. This tallies with the fact noted
above that actual spending in health lagged behind that
planned in the SPEE. The share of social security in GNP in
1965 was lowest in Japan (4+2 per cent) and the United States
(4-8 per cent). Ireland was next lowest with 5-9 per cent, while
Austria, with 14+1 per cent, had the highest share.

While there are some limitations in the comparison,® a
striking feature revealed by the data is that, while the Irish
shares for education and health appear to be fairly well in line,
public expenditure on social security as a proportion of GNP,
though ahead of Japan and the United States, lags well behind
the continental countries, However—and this could be impor-
tant in regard to a country such as France which has a large

20ECD Economic Outlook, Occasional Studies, July 1970, p. 48.

220ne such limitation relates to the measurement of fringe benefits in social
expenditure. This has not been attempted here. However, since in the national
income accounts, income includes income in kind, comparability may not be so
seriously affected.
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* number of war veterans—war veterans' pcnsmns are mcluded
in social security e'(pcndlturc # -

" The second comparison which is based on fully conmstent

data, shows a truly remarkable snmlanty betwecn the pubhc

Table-5: Public socqu expendzture as-a proportion qf GNP in Ireland and
the United ngdom, 1970 L

‘Ex‘b"e‘r’lévii‘tz.tre " o 'Ire_lénd a "'-__U-ilit_éa I{"irzgdom

~ L N  per cent o per cent
Education = . a 500 .. ... 52
Health . : o 42 : C 41
Social Security and ' : : :

Welfare : 4 o By
Housmg, ] . Jo25 . C 245, .
Total Social = = "19-2' S 2_0-5" k

Soarce ’Vatwnal Irwome and Expmdzture for Ireland and .Natwnal
Income and Expmdtture for Umted ngdom '

social cxpcndxturc ratios in Ircland and the Umted ngdom
in' 1970. The pubhc expendlture/GNP ratio for‘education was
50 per cent in Ireland and 5-2 per cent in'the United ngdom
The ratio for health was 4-2' per cent in Ireland and 4°1 per
cent in the United ngdom For social security and welfare
the ratio was 74 per cent in Ireland and 87 per cent in the °
United Kingdom. For- housmg the ratios in Ireland and the
United Kingdom were identical at 25 per cent. The combined
. ratio for the four’ services was 19-2 per cent in Ireland comparcd
with 20- 5 per cent in the United ngdom _This does not
contradict the fact that the absolute: level of services in the
United Kingdom is higher because (a) the United Kingdom
has a higher level of income per ca[nta, and (b) lower levels of
dcpcndcncy and unemployment :

"Precnsc mformatxon was not readily avallablc, but in Germany and F,rance in
1972 war veterans’ pcnsxons accountcd for around one per cent of GNP.
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.The data used in the third comparison relating to the year
1968 and based on EEC data show that the United Kingdom
ratio of social welfare and security expenditure to GNP (124
per cent) is-lower than in any of the original six member
countries of the EEC, which range from 15-g per cent for
France to 17-5 per cent for The Netherlands. Clearly, the data

Table 6: National expenditure on social welfare and securily, and health,
1968

Expendi- Total as GNP
Country Total ture per  per cent  per
capita  of GNP  capita

_ ' ($m) (%)  (percent) ($)
Belgium 3,431 356 16-5 2,160

France : 18,132 357 159 2,540
Germany 24,427 406 165 2,240
Italy 12,430 236 165 1,400
Luxembourg 134 399 17°3 2,300
The Netherlands < 4,414 347 17°5 1,990
UK (1968/69) 12,700 229 12:4 1,860
Ireland : 310 107 10°2 1,060

Source : The Common Market and the Common Man, EEC Commission,
1971. Irish ratio based on National Income and Expenditure. Irish
and UK figures may not be fully comparable. GNP per capita
figures have been added.

on which the ratio is based differ from the data used in the
Ireland/United Kingdom comparison for 1970. In that com-
parison, the total for social security and welfare as a percentage
of GNP at market prices was 87 per cent. The comparable
ratio in 1968 was 85 per cent. However, if expenditure on
the National Health Service, which amounted to g-9 per cent
of GNP in 1968, is added to the 8-5 per cent already mentioned,
the resulting total is 124 per cent. The comparable ratio for
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Ireland, combining health somal sccunty and wclfare in 1968
was 10-2 per cent.

It may beinferred from the forcgomg that the United ngdom
and Irish ratios of public expenditure on social security and
welfare and health combined to GNP were well below those in
the original six EEC member states in 1968.

Table 7 provides a comparison based on the latest data
published by the Commission. This shows that Ireland lags
quite a distance behind the other EEC member: states as
measured by the social accounts expenditures in relation to

.GNP. The gap widens enormously when the benefits, as
distinct from the expenditures, are examined. The gap betwecn
these two which is attributable to administrative costs is quite
small (bctwcen one and two percentage pomts) except in
Italy where it is 3-5 percentage points and in Ireland where
the gap is an unbelievable 6-9 percentage points. A comparable
gap existed also in 1970 for which year data are also given. in
the chort on the Development qf the Social Situation in the Com-
munity in 1973. Clearly, this cannot be correct. The most likely
‘explanation is that the bulk of health expenditures which would
be in the form of paymcnts in kind have been omitted and only
cash transfer payments in the form of sickness benefits have
been included. If total public expenditure on -health were
included, this would amount to over 5 per cent of national

" income® instead of 0-8 per cent given’ for sickness benefit alone.
This example serves to underline further the problcms of inter-
national comparisons. In relation to all benefits-as a percentage
of national income, except family charges, where we are slightly
ahead of the United Kingdom, we are at the bottom of the
table and generally by a considerable distance. In the case of
old age, death and survivors benefits, the Irish ratio was 5-7
per cent compared with 8:4 per cent in Belgium, the next
lowest after Ireland, and 11-2 per cent in Germany which was
the highest of the. nme “The II‘lSh position  in regard to the

28Pyblic authorities cxpcndlturc on hcalth accounted for 4.2 per cent of GNP
in 1970 (sec Table I). )
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Table 7: Social AccountsD expenditures in relation fo national output in EEC countries in 1972

Belgium  Germany-  France ltaly Luxembourg  Netherlands UK Ireland ~ Denmark

% % % % % % % % . %
Expenditures as % of GNP 192 221 187 224 20'0 229 171 134 208
Expenditures as % of
National Income 241 28-9 24°4 27'3 26-6 28-0 22'1 17°3 274
Bengfits per function as % of
National Income
Sickness 53 77 63 63 46 73 56 08 74
Old age, death, sur-
vivors 84 11-2 91 86 16-0 10°3 102 57 95
Invalidity 10 13 - 0'3 31 2'5 o7 o-5(b) 27
Employment injuries,
occupational diseases 12 13 10 09 1-6 — 03 0'x 04
Unemployment 12 0°3 03 04 00 I'I 11 1-0(c) 09
Family charges 39 2°4 46 26 2-8 35 2:0 2:2 44
Other(d) 18 29 14 19’ 06 2:4 1°4 o1 13
266

Total 22:8 271 230 - 238 256 271 213 10°4

(a) They include: social security plus voluntary benefits from employers plus benefits for victims of political events and natural disasters
plus other social measures. Pensions of public servants are included in this table.

(8) Including physical and psychical infirmity:

(r) In fact, the figure given in the report is o'1; but this.must be assumed to be a misprint for 1-0; the figure for 1970 was 0-g and a
figure of 1+0 is required for the column to total accuratel .

(d) They include: benefits for physical-and psychical mﬁrmxty, political events, natural catastrophes

Source :Report on the Development of the Social Situation in the Community in 1973.




sickness benefit rano must be mterprcted in hght of 1hc earher
remarks.

Not only do the expenditure ratios differ between ‘the differ-
ent EEC countries, but also the social security systems them-
sclves differ in many respects in the different member states. In

view of the .grcé;t variety of social security structures in the .

Community, both between the different countries and within
individual countries, few generalisations are possible, Expendi-
ture on social security has been rising sharply in all the Com-
munity countries in recent years, particularly in Italy and The
Netherlands. In all member countries, except Luxembourg,
sickness and maternity benefits account for dbout~ohc-quartcr
of all social security expenditure (this proportion is gradually
rising), whereas for pensions and family allowances, for
cxample, the emphams is much more varied.. .. V
It is not surprising that the pattern of expendlturc should’
differ from country to country for there are differences in age
structure, in the need for medical care, unemployment, etc.
But such differences do not ‘alone explain the differences in
cxpenditure. There are also large differences in the structures
of the welfare schemcs, in their obJectlvcs, and in the methods
adopted" in ‘order. to achieve them. These differences are

" reflected not only in the varying degrees of emphasxs placed

on the different broad categories: family allowances, pensions,
ctc; w1thm these categories, important differences exist also.
In thc case of pensions, for example, Professor Thomas Wilson
recently éxposed the myth of a common “European pension
policy” to which the three.recently admitted member countncsA
would; have to conform.2 :

Social Fxpendtture and the Level qf Imome
As alrcady mentioned, comparison b;twcen social expendi-
ture ratxos in Ireland and countmcs w1th hlgher per capita
“Thomas Wilson: “The Welfare State and the Eldcrly in Europc s The Three
Banks Review, March 1974, pp- 55-72- A more detailed account of pensions schemes

in the EEC and comparative analysis i given in Pensions, Inﬁatwn and Growth,
cdited by Thomas leson, (Hemcmann, 1974,) A
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incomes may shed light on Ireland’s future pattern. However,
precisely because comparisons are being made between Ireland
and better-off countries, such comparisons could lead to mis-
interpretation. In order to redress any possible misinterpreta-
tion on this score, it must be stressed that, in relation to its
income per capita, Ireland appears to have done well in terms
of its aggregate public social expenditure ratios.to GNP. This
implies little, however, about the effectiveness, or .otherwise,
of public social expenditure in assisting any individual category
of persons, poor or not. A large total ratio of public social
expenditure to GNP does not automatically imply significant
redistribution from the rich to the poor. It could imply con-
siderable redistribution among middle and better-off classes.
It will be suggested ‘in Part '5 that expenditure on higher
education, for example, helps the better-off more than the
poor. Even a high ratio of income maintenance payments
alone to GNP cannot be interpreted unequivocally as implying
major redistribution. Consideration must also be .given to the
number of beneficiaries sharing the transfers, and to the fact
that some schemes, e.g. children’s -allowances, involve: cash
payments made regardless of income.

“When interpreting public expenditure ratios, a factor of
very considerable importance is the extent to which social
services have been provided on a voluntary basis. This is the
case not only in services for relief of the needy,:such as those
provided by the Society of St. Vincent de Paul, or services to
meet a very broad range of human problems, without actually
providing material aid, such as the work of the Legion of Mary,
but also in the provision of health and education services.
At least since the eighteenth century, voluntary werkers, lay
and religious, have provided health care on a widespread
basis.?” To the present time, the voluntary hospitals play a
major role in the provision of health care, although their
dependence on State aid has greatly increased.

2], O’Sheehan and E. de Barra: Ireland’s Hospitals, 1930-1955, Dublin:
Hospitals’ Trust (1940) Ltd. :
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A similar situation exists in- education. Until the advent of
State comprehensive 'schools, the provision of traditional
secondary education rested with voluntary groups, ch1eﬂy
religious orders of men and women. :

Interpretation of public social cxpendlturc ratlos must bear
this crucial factor in mind, i.e.- that there is widespread non-
public provision of social services. There is no doubt that the
huge voluntary sector meant that social services could be
supplied well below their economic cost. Nuns, brothers and -
priests,  in followmg their professmnal -vocations, will work
long hours, do overtime, etc.; without expecting overtime pay,
or even any pay at all. Economies were also experienced on
the capital side. For years resources from capitation grants
and incremental salary grants to qualified religious staff were
diverted into school building funds. '

At present, the slowdown in vocations combmed with thc
increased numbers availing themselves of health and education
services means that the subsidy given by voluntary workers in
providing these services is declining relatively to the total
expenditure on these services. The following exampleillustrates
the point. Of a total of 1,800 secondary teachers in receipt of
incremental salaries in 1946, 977 or54 per cent were religious.
By 1969/70, the position was that of a total of 6,525 teachers
in receipt of incremental salaries, only 2,284 or 35 per cent
were religious. Of a total public expenditure on incremental
salaries in that year of £7-2 million, religious teachers received
£2'4 million, while lay teachers received the balance, £4-8
- million. Theyear 1962/63 was the first in the post-war period
that the number of lay secondary ‘teachers exceeded the
number of religious secondary-teachers. This trend continued
throughout the. 1960s and in 1969/70 there was an actual -
‘decline in the ‘total number of rehgmus teachcrs .over the
previous year. - :

Having entered these rcservatlons, it may be said that in
terms of income per capita, Ireland has done relatively well in
raising ‘public social expenditure ratios to GNP. Evidenpe of

30




this was provided in 1968 by Professor P. R. Kaim-Caudle?
who found that the Irish ratio of public social expenditure to
GNP, though lower than in a number of the smaller West
European countries, compared well—and sometimes more
favourably—with the situation in those countries when they
were at a similar level of economic development, as measured
by income per capita. In 1973, Dr R. C. Geary, dealing with
the same topic, concluded that ‘“having regard to relative
incomes, Ireland’s present distribution of transfer income
(except national debt interest) measures up to best EEC
standards”.?® Dr Geary rightly pointed out that Ireland has
by far the lowest income per head of the nine EEC member
countries while its dependency ratio is the highest.

As the issues are of great interest, it was most unfortunate
that the controversy following publication of Geary’s findings
was clouded by confusion over terminology. Geary himself
included in “Social Security” all current public authority
transfers except debt interest. These include major items for
education and health, as later pointed out by Walsh.3® Such
payments would not come under the heading “Social Security
and Welfare” in the standard national accounts definition
used throughout the present paper. However, certain health
expenditures would be included under “Social Security”
according to International Labour Office conventions. Also, in
his article Geary stated that he was referring only to central
government, whereas, in fact, as he subsequently admitted, he
was speaking of general government (i.e. combined public
authorities netting out inter-authority transfers).3t

In their comment on Geary’s original article, O’Hagan and

**P. R. Kaim-Caudle: The Levels and Trends of Social Expenditure in some Smaller
Western European Countries, unpublished ESRI memorandum, 1968.

2R, C. Geary: “Are Ireland’s Social Security Payments too Small? A Note”’,
The Economic and Social Review, Vol. 4, No. 3, April 1973, pp. 343-348.

3Brendan M. Walsh: “Income Maintenance Payments in Ireland, 1953-1971:
Cyclical Variations and Long-Term Growth™, The Economic and Social Review,
Vol. 5, No. 2, January 1974, pp. 213-225.

*R. C. Geary: “Are Ircland’s Social Security Payments too Small? A.
Rejoinder”, The Economic and Social Review, Vol. 5, No. 1, October 1973, pp.
123-126.
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O’Higgins®? stated . that. Geary. was: referring only to. cash -
payments. This was not the case, as pointed out'by Geary in
his rejoinder.® Their contmbutlon was valuable, -however, in
cmphasxsmg that the growth in income alone is not the-only’
important. factor in the growth of the somal welfare/[GNP
ratio. ™ :

Walsh’s paper*"5 was mvaluablc both in sorting out con-
fusions in the terrmnology and in the author’s own positive
contributions. Walsh’s two main conclusions which were not
mcompauble with Geary s ﬁndmgs were as follows:

(i) Thc growth in incorne mamtcnance payments in
Ireland over the period 1953/71 has been closely
associated with the growth in real natlonal income.
The evidence suggests that for every 10 per cent in
real mcome, ‘income- mamtenance payments have

" grown by about 16 per cent

- (ii) The -amount of moncy dlsbursed in income mainten-
ance . payments .- varies- . counter-cyclically, due to
fluctuations in the level of unemployment and depend-

- ency. This results in an automatic stabilisation effect
that has. been quite important  in recession years;
amountmg, for example, to one - per. cent of nat10nal
income.in 1957. : S

Since thc abovc-mcntwned art1cles appeared, comment has
been made - by the OECD on the growth of social’ welfare
expenditure ‘in Ireland. It is relevant to discuss this here
briefly. In the report on Ireland for 1974, the OECD published
figures showing that between - 1958 and 1972 expenditure by

”John O’Hagan and chhacl O’nggms “Are Ircland’s Soc1al Secunty
Payments too Small? A Comment”, The Ecorwmw and Social Review, Vol 5, No. 1,
'Oct(f{bcr 1973, Pp. 1134121,

op. cit. - .
0p. cit.,, p. 1 1 5. There is another pomt also At vcry hxgh leve]s of income the
pubhc welfarc/GNP ratio may.decline due possibly to a swing back to

private provision for contingencies. Cf R A. Musgravc' Fm‘al S_ystems, Yalc
University Press, 1g69. ‘
3B, M. Walsh, op. cit.

+

32




central government on social Welfare grew from £25-4 million
to £91-4 million3 The report points out that social welfare
expenditure, therefore, grew more slowly than GNP over the
period, ie. at a rate of 96 per cent per annum for social
welfare expenditure compared w1th 9'8 per cent per annum
for GNP. -

A check on the sources showed that Table g in the OECD
report, from which the above data are drawn, is identical to
Table 2 in The Budget 1973, except for the omission of two
items in the Budget table—contribution to EEC ‘budget and
other expenditure.?” The data in the Budget tables differ in
several important respects in regard to social security and
welfare from that used in the present study which are drawn
from the national income accounts. For example, the budget
heading “social welfare” includes, in relation to the Social
Insurance Fund, only the Exchequer contribution to the Fund.
This helps to explain the difference between the figure of
£91-4 million for social welfare in the Budget table and a
figure of £162-1 million for social security and welfare for
central government (including extra-budgetary funds) in the
national accounts. Another difference between the two figures
arises because the Budget and OECD figure includes current
expenditure only.

Although this study has been concerned c}ueﬂy with com-
bined public authorities’ expenditure (national income classi-
fication), the Budget (and the OECD report) data are ex-
tremely interesting in themselves. The data covered under
“social welfare” in the Budget include in addition to the
Exchequer contributions to the Social Insurance Fund already
mentioned, only the social assistance payments by the central
government, i.e. old age non-contributory pensions, widows’
and orphans’ non-contributory pensions, free travel, electricity,
TV and radio licences for pensioners, children’s allowances

3SQECD Ireland 1974, Table g, p. 22.
3"This meant that the OECD figures did not add to the total of £664.5 million
given in the Budget document.
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and unemployment assistance. The fact that these have grown
more slowly than GNP between 1958 and 1972 would indicate
that statements which relate the growth "of income and of
welfare payments must be mtcrprctcd with great care if they
are not to mislead.

It might be suggested that thc use of the years 1958 and 1972
by the OECD risks a confusion of cyclical with trend factors.
In 1958 only 47 per cent of the labour force was in insured
employment, compared with 57 per cent.in 1972 and a con-
tributory old age pension was introduced in 1961. These
factors would contribute to a slower rate of growth in total
disbursements on social assistance schemes. On the other hand,
Table 8 shows the important fact that the numbers of recipients
of social assistance paymcnts increased by 72,000 between 1958
and 1972. (The increase is 255,000 if allowances for individual
children are included, as distinct from families.) There were
" marked increases in the numbers of children’s allowances-paid,

RETRRIS

- Table 8: Number of sog:z;alf qs;istanc? I)cy’mgn‘ts in 1958 and 1972

" Payment C 1§58 A' 1972

Children’s Allowance , 22%,079(a) : 356,855
Old age and Blind (non—contnbutory) T (
Pension ; . 163,474 . . 109,991
Unemployment Assistance T 27,486 46,520
Widows’ (non-contributory) Pension . 26,385 16,205
Orphans’ (non-contrlbutory) Pension . 336 225
Deserted Wives’ Allowance .. e L — 2,044
Home Assxstancc(b) ‘46,722 31,214
Total - . ... 491,432 . 563,054

(a) Refers to famlhes. The numbers of chlldrcn in respcct of
whom allowances were paid was 817, 563 in 1958-and one
million in 1g972.

(5) Includes dcpcndants ,
Source : Dcpartment of Social Wclfare B
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and a deserted wives’ allowance, which did not exist in 1958,
was paid in 1972 to 2,044 deserted wives. In 1972 the average
number in receipt of unemployment assistance was 46,520
compared with 27,436 in 1958. This was mainly due to a
relaxation of the means limit and a new method of assessing
the means of smallholders.

It will be clear from the foregoing that the pitfalls in attempt-
ing to pass judgment on the size of Irish social spending in
relation to its national income are daunting.®® Can any mean-
ingful conclusions be drawn? The evidence of Kaim-Caudle,
Geary (taking account of coverage of data), and Walsh,
together with the comparisons presented by the author are
compatible. Given the income level, Ireland has done well
in terms of the share of national income devoted to social
purposes. In comparison with the United Kingdom, which
has a much higher income per head, Ireland has done ex- ,
tremely well, as shown in Table 5. Nevertheless, it is true to
say that at present the ratio of social security and welfare®® to
GNP is below that in the continental EEC countries, though
not much below that in the United Kingdom.

Trend in Real Benefits '

Additional light would be shed on Geary’s original question
if comparisons of benefit rates were made, making allowance
as far as possible for differences in domestic purchasing power.
'The GNP ratio tells a good deal about the burden, while the
comparison of rates tells about the benefit to the individual. A
low rate of benefit is consistent with a heavy burden (e.g. due
to low income per capita, high dependency, high unemploy-
ment, etc). Table g gives some comparative data for children’s
allowances. In 1970 the Irish rates of children’s allowances
were pitiful compared with those paid in the EEC countries.
Even taking account of the big increases in rates in 1973 and
1974, the rates paid in Ireland in 1974 were still well below

%For a relevant discussion of the problems related to cross-section and time-
series_comparisons of public expenditure, see R. A. Musgrave: Fiscal Systems,

Yale University Press, 1969.
$'Defined in the “narrow” national accounts sense (excluding all health).
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Table 9: Family allowances in EEC countries, 1 July 1970

. Cownty 1 Child  2Children 3 Children
‘ "' $ per month

Germany o — » 6:88(a) 2057
Belgium 12'58 3378 6347
- France(b) ; 705 - 29-82 © 5973
Italy 1 T 1830 . 2745
Luxembourg - 12°38 24°76 . 4710
The Netherlands 12°00 2564 39-28
Denmark(c) - 16:85 " '33*70 © 50°54
United Kingdom' o — 985 . 19-80 -
Ireland _ : . 120 . 48  gbo
Ireland, 1 July 1974 552 1344 2316

. (a) If annual income under $2,r4o »
(b) For family with one wagc/salary earner;
(€) 1 July I972

those paid in continental countries, other than Germany, and
the UK in 1970. However, it must be remembered that in
France, for example, the employer pays the children’s allow-
ance, whereas in Ireland, the UK and Germany the State pays.
" Turning to changes in real benefit rates in Ireland, Table 10
shows how certain assistance payments, insurance benefits,
and insurance contributions have grown in real terms over the
pcmod 1953/74 Data on real changes in average industrial
earnings are included to provide a basis of comparison with
the trend in incomes in the industrial sector. With the single
exception of the maternity grant, which declined in real terms
over the period (it was £2 in 1953 and £4 in 1974), all pay-
ments increased over the period as a whole and the majority
increased somewhat more than average industrial earnings.
From 1958 to 1966 only children’s allowances grew less rapidly
than average industrial earnings. However, it is striking that
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from 1966 to 1974 both the old age non-contributory and
contributory pensions grew less in real terms than industrial
earnings. It appears that the authorities are aware of this
problem and anxious to redress the situation. Mr Cluskey,
when he introduced the estimate for the Department of Social
Welfare in the D4il in June 1974, said that it was necessary
to devise a satisfactory system of social welfare payments to
guard against inflation. He mentioned the fact that the Social
Action Programme of the EEC has the long-term aim of linking
the real value of social benefits to the increase enjoyed by the
productive sector of the community.

In contrast to the pensioner, however, the unemployed
fared better than the wage earner in so far as rates of payments
to the unemployed grew more rapidly in real terms than
average industrial wages between 1953 and 1974.

Over the period 1953/74, social insurance contribution
rates grew much more rapidly than any of the insurance
benefits. For example, the ordinary rate of social insurance
contribution for a man grew by 376 per cent in real terms
between 1953 and 1974, while unemployment benefits for a
single person grew by 126 per cent. The ordinary rate of social
insurance contribution for a woman grew by 548 per cent in
real terms, while the widows’ contributory pension grew by
128 per cent and the maternity allowance grew by 126 per cent
over the period. The contribution rate for a male domestic
worker grew by 397 per cent and for a female domestic by 692
per cent between 1953 and 1974. This represents a real annual
average growth rate of 74 per cent and 104 per cent respec-
tively. The insurance stamp for a female domestic, male
domestic and flat-rate contribution for an ordinary male
worker are now all identical, i.e. £3-26 per week. The female
domestic worker is not covered for pay-related benefits.

In so far as the ratio of contribution rate to benefit rates is a
measure of the advantages of social insurance, those covered
by social insurance got a better deal in 1953 than those in
similar circumstances in 1974. But account must be taken of
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the fact that there was a significant and substantial increase
in the range of benefits covered by social insurance contribu-
tions in 1974 compared with 1953. So far as domestic workers,
in particular, are concerned they are now covered fully for
unemployment benefit, whereas in 1953 their entitlement was
more limited. ' : o . :
Table 10 only tells about certain relative changes over the
period 1953/74; it does not tell anything about the adequacy -
of the absolute rate of benefits paid. As the ratio of unemploy-
ment benefit to average earnings has risen over the period it
is clear that unemployment benefit has, at least, become “more
adequate” in relation to earnings foregone. Unemployment
benefit payable to a married man with four children has risen
from 40 per cent of average male industrial earnings in 1954
to 56 per cent in 1973.40 However, this still leaves unanswered
the significant question whether unemployment assistance of
£6-35 for a single person and £14-85 for a married man with
two children or £17-85 for a married man with 4 children is
adequate. The comparable figures for unemployment benefit
are £775, £17-20 and £20-80. The old age non-contributory
pension is now £7-30, while the contributory pension is £8:50.
Some might maintain that the data speak for themselves and
that it cannot be seriously: argued that £6-35 or £7:30 per
week could possibly be regarded as a subsistence income. One
factor which suggests the inadequacy of assistance payments is
that it is well known to home assistance officers that there are
many in receipt of assistance payments and, indeed, insurance
benefits who are forced to have recourse to home assistance
also.! C
No estimates of a poverty or subsistence budget are published

" in Ireland. However, since means of £11-50 per week are

40When the effects of taxation and pay-related supplements are taken into
account the increase is greater. See Brendan M. Walsh: The Structure of Non-
Agricultural Unemployment in_Ireland 1954-72, Dublin: The Economic and Social
Rescarch Institute, Paper No. 77, 1974, P- 41, Table 11.

$1A major review of the home assistance service is being carried out in the
. Department of Social Welfare at the present time.

38




6%

Table 10: Real percentage changes and annual average growth rales in social assistance and insurance payments, social insurance
contributions and average industrial earnings, 1953~74

Percentage change Average annual growth rate
Payment
1953~74 195866  1966-74 1953-74 1958-66 196674

Assistance: Old Age (non-contributory) Pension 139°19 81-12 3323 42 77 37
‘Widows’ (non-contributory) Pension 155'93 5323 66-83 46 55 66
Unemployment Assistance: Single person (urban) 147°37 40767 9634 4°4 44 88

Man, wife, two children 174°02 57°99 89-46 49 59 83

Children’s Allowances: Second qualified child 11036 —=21°49 12536 36 —30 10°7

Third qualified child 7530 —567 7322 27 —07 71

Insurance  Old Age (contribufory) Pension — — 48-93 — — 51
Widows’ (contributory) Pension 127-89 37°31 56-48 40 40 58
Unemployment Benefit: ~ Single person 126-42 3731 5548 40 40 57

Man, wife, two children 141-21 5258 52°72 43 54 54

Maternity Allowance 12642 4412 48-13 40 47 50

Maternity Grant —29-88 5722  —4744  —17 58 —77

Insurance  Ordinary Rate: Man 87622 10776 184-12 77 9'5 79
Coniribution ‘Woman 54557 15994 202-63 9'3 1227 148
Domestic Rate: Man 396-93 112°54 13473 7'9 99 112

Woman 692:34 208:40 23599 104 15°1 16°4

Average Industrial Earnings 116-69 35°40 51°97 38 39 54

Notes: Real percentage changes were calculated using consumer price index (CPI) as deflator. Annual figures for the CPI were used
in each year. The 1974 figure is an estimate assuming an increase in the CPI of 16 per cent over the 1973 level. Average industrial
earnings relate to all workers in transportable goods industries. Earnings for 1974 were estimated on the assumption of an increase
of 19 per cent over the 1973 level.




allowed before disqualification for any part of the old age assist-
ance pension, perhaps the unwritten poverty line may be drawn
somewhere in the region of £12 per week.4* If that is so, thcn the
old age pensioner dependent solely on the old age pension could
not exist. While .the lot of an insured unemployed man who
is married with children has improved considerably vis-g-vis
a man in employment between 1954 and 1973, there is no
doubt that the assistance old age pensioner living alone in a
city room is living in poverty. By contrast, the old age pen-
sioner living on a family farm may have accommodatlon, food
and other amenities provided, what was described under a
1933 provmlon as “‘benefit or pr1v11ege” These are not taken
into account in the assessment of means.

“Mcans of £5 pcr week are allowed together with rcccnpt of fu[! old age pension
of £7.30 which makes a total of £12.30 per week
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4. Financing of Expenditure

Overall Trend
HEORETICALLY, public expenditure could grow until it
Tabsorbed 100 per cent of GNP if the community assented
to this. The constraints on this growth relate to the rate at
which expenditure can be financed via taxation and borrow-
ing. The ratio of taxes to GNP at market prices was 21-0 per
cent in 1947. By 1965, the tax/GNP ratio had risen to 249
per cent. It was g3o-3 per cent in 1970 and g31+7 per cent in
1971. The ratio of total national debt outstanding to GNP at
market prices was 302 per cent in 19447 and had risen to 710
per cent in 1968. However, it declined to 56 per cent in 1972.
This was mainly due to the fact that with inflation the ratio
of existing debt to GNP falls. Expenditure on public debt (i.e.
debt interest, redemption of securities and loan repayments)
rose from £7-5 million in 1949, or 1'g per cent of GNP, to
£94-0 million in 1970, or 5-6 per cent of GNP. In 1949 public
debt accounted for 6-3 per cent of total public authorities’
expenditure. The figure was 133 per cent in 1970 but had
been even higher in 1968 when it was 152 per cent® A
remarkable feature of the 1970 situation was that expenditure
on public debt exceeded expenditure under every other func-
tional heading with the single exception of expenditure on
social security and welfare. In 1970 expenditure on public debt
exceeded public expenditure on agriculture, forestry and
fishing for the first time ever.

Comparison with Other Countries

As with expenditure, comparisons of taxes in relation to
GNP in Ireland and a number of different countries are made
(Tables 11 and r2). The first comparison shows the ratio of

#3%0me of the year-to-year variation is caused by the different amounts of
loans which fall due for redemption.
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_ Table 11: Ratio of taxation to GNP at current market prices : EEC countries, average 1967-69

Social Security ‘ ‘
Country Paid by Total - . Personal Direct taxes on Indirect taxes Total taxes - GNP per capita
Co employer ' income tax corporations o ' i

o peroent percent' Rank  percent Rank percent Rank  percent =~ Rank . percent  Runk $:1969 Rank
Belgium (64) . 95 6 81 6 21 5 133 6 330 6. 2372 5
. Denmark n.a. 19 9 14-8 1 .10 L9 165 2 341 5 2,861 b
France S (108) 145 1 - 46 9 . Ig 7 16-0 4 3770 - 2 -2,85 2
Germany (6:3) 1005 4 82 5 2:3 4 41 5 351 "3 2513 4
Ireland* (r-1) ‘201 8 52 7 2:0 6 184 1 277 9 1,162 9
taly - . na. 110 3 51 -8 1+7 8 12°5 7 303 8 1,521 8
Luxembourg* na. 102 5 8-6 4 2°4 3- 11 8 .32'3 7 2,632 3
The Netherlands (10°1) 134 2 108 2/3 2-8 1 10-8 9 3778 1. 2,196 6
7 108 2/3 24 2 161 3 342 4 1,974 7

United Kingdom (2:5) 49

*1966/68. ‘ o
Source : Expenditure Trends in OECD Countries 1960-8o0, OECD, Paris, July 1972, Table 1g.



Table 12: Taxes as percentage of GNP, EEC couniries, average 1968

Excluding Including
Country social insurance social insurance
per cent Rank per cent Rank

Denmark 356 I 387 2
United Kingdom 316 2 36-6 3
Ireland 274 3 298 9
The Netherlands 25°5 4 397 I
Belgium 240 5 338 6
Germany 232 6 340 5
Luxembourg* 229 7 32°4 Vi
France 218 8 36-3 4
Italy 19'2 9 301 8

*1968/69 only.
Source: Revenue Statistics of OECD Member Countries 1968/70,
OECD, Paris, 1972.

taxation to GNP at current market prices in the nine EEC
countries for an average of the years 1967/69. The second
comparison shows taxes as a percentage of GNP excluding
and including social insurance in the EEC countries for an
average of the years 1968/70.

Among the EEC countries in the 1967/69 period, while the
ratio of direct taxation to GNP was relatively low, Ireland’s
indirect taxes were highest in relation to GNP, while Ireland’s
social security contributions were lowest. The ratio of taxation,
excluding social insurance contributions, to GNP placed
Ireland in third position after Denmark and the United King-
dom. However, when social insurance contributions are
included in taxation, Ireland has the lowest taxation/GNP
ratio of the nine countries. Thus, Ireland’s low direct and
overall tax ratio is explained by the low social insurance
contributions. Leaving these aside, we have a very high tax
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ratio in absolute terms, and extremely high in relation to our
low income per capita.

Two anomalies of Ireland’s tax structure compared with
her EEC partners which are very significant from the point of
view of social policy are the very high ratio of expenditure
taxes to GNP and the low ratio of social security contributions
to GNP. :

The very high ratio of cxpendlturc faxes implies a regressive
taxation situation as it is recognised that expenditure taxes
penalise the poor relatively more than the rich.# The low ratio
of social sccurity contributions is partly explained by the fact
that social security expenditure as a proportion of GNP is lower
in Ireland than in her EEC partners as shown earlier. It is also
due to the fact that the State contributes heavily from general
taxation to social security finance in Ireland compared with
the EEC countries other than the United Kingdom whose
system we have largely followed. Fmally, it reflects the hlthC!‘tO
limited social security tax base in. Ireland: :

High rates of social insurance contributions may have a dis-
incentive effect on increasing employment, i.e. they tend
towards encouraging capital. substitution. While they may
be appropriate in continental countries,. they may. not . be
appropriate in Ireland. Before concluding, therefore,. that by
increasing social insurance contributions in' Ireland substanti-
ally, the share of social security finance coming from em-
ployers and employees would be increaséd and. the Irish
situation would accordingly be more in line with EEC coun-
trics, the possible negative effects on employment must be
scrutinised. If higher contributions are thought undesirable,
then - expcndxtures must be more selective as suggcsted in
Part 6.

#4This is mmgatcd to the extent that rates are included in expendlturc taxes and
derating is operative-in the ‘agricultural sector. However, regressivity in rates may
arise because of the outdatcd basis of existing valuations. For example, a high
income owner of a large old house with a low valuation may pay less in rates than
a middle or-low income owner of a new house with a valuation more in line with
current prices. In 1971 rcccnpts from rates amountcd to 3 2 per | cent of GNP at
market prices.
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The low ratio of direct taxation to GNP reflects the small
number of income tax payers. This is due to a number of
factors which include the high dependency ratio—in Ireland
this was 73 in 1971 compared with an average of 58 for the
other EEC countries®®—the large number of farmers who were
not taxed prior to 1974, the existence of profits tax relief on
manufactured exports, and our low income per worker com-
pared with our EEC partners. It does not mean that rates of
tax are relatively low. ‘

In Europe, because of the dominance of the insurance
principle, most of the overall social security schemes (i.e.
insurance plus assistance) in EEC countries rely on employers’
and insured persons’ contributions for the bulk of their finance.
Accordingly, the State share in the original six member
countries is lower than in Denmark, the United Kingdom, or
Ireland, as shown in Table 13. Denmark is remarkably differ-
ent from the original six in this respect and is nearest to the
Irish pattern. Whereas in the original six member states the
share of overall social security finance borne by public author-
ities in 1972 varied from 13 per cent in The Netherlands to
31 per cent in Luxembourg, it was 81 per cent in Denmark,
68 per cent in Ireland, and 40 per cent in the United Kingdom.
However, in Belgium, France, Germany and Italy the share
of the public authorities in social security finance has been
growing in recent years. For example, in France it grew from
9 per cent in 1968 to 16 per cent in 1972.

Table 14 shows the proportion of social insurance contribu-
tions payable by employers and employees excluding any
State contribution in the EEC countries in 1974. A very varied
pattern emerges. However, in general, the employer bears the
heavier burden though there are some notable exceptions. For
example, in The Netherlands and Denmark the employee pays
100 per cent of the contribution for retirement and death

#East Germany has a dependency ratio similar to Ireland. There, the most
striking feature of social security provision is the high contributions imposed on

both employers and employees. However, the benefits are quite substantial and
pay related. .
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Table 13: Sources of finance of overall social security (assistance and insurance) expenditure in EEC countries, 1972

Source of finance

Country
: : Public Income from
Employers Employees ~ Authorities  investments Other Total
i . per cent per cent | percent per cent per cent per cent
Belgium S 46 20 . g0 4 — 100
France - b2 20 16 1 I 100
"~ Germany a . 50 . 24 23 2 1 100
’g’gltaly ; . 5% 15 T 24 '3 4 100
Luxembourg . ‘ - g6 24 81 8 1 100
The Netherlands ' 43 g6 T ag 8 — 100 .
Denmark - . 10 : 6 81 3 — 100
United Kingdom B 34 18 40 8 — 100
Ireland ‘ 20 I 68 1 —_ 100

Source: Report on the Development of the Social Situation in the Community in 1973. Data refer to the finance of
expenditures given in Table 7 of this paper. =

The figures refer to overall social security including public service pensions. For social insurance alone
the figures for Ireland in 1973/74 were: Employers 37 per cent; employees 30 per cent; and the Exchequer

31 per cent. The balance was met by investment income.
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Table 14: Proportion of social insurance contributions payable by employers and employees, excluding any State element, EEC
countries, 1 January 1974

Contribution Belgium France Germany Italy Luxemburg  The Netherlands Denmark ~ UK (a)  Ireland(b)
per cent Der cent per cent Der cent per cent ber cent per cent per cent per cent

Sickness Benefit

Employer 6o 78 50 99 33% 86 66% — —

Employee 40 22 50 I 66% 14 33% —_ —
Retirement and Death

Pensions

Employer 57 71 50 67 50 — — — -

Employee 43 29 50 33 50 100 100 — —
Unemployment Benefit

Employer 42 8o 50 100 — 50 50 — —

Employee 58 20 50 — — 50 50 — -
Flat Rate Contribution .

Employer — - — — — — — 73 57

Employee — — — — — —_ —_ 27 43
Pay-Related Contribution

Employer N — — — — — — — 50 6

Employee — — — -— — — — 50 33

(a) From August 1974.
(b) From July 1974.




pensions. In Gcrx‘n’any ‘all contributions are on a fifty-fifty
basis as is the case with unemployemnt benefit in The Nether-
lands and Denmark and the contribution for purposes -of pay-

‘related benefits in the United Kingdom. In certain cases, the-

employer pays the total, or almost the total contribution. In
Italy the employer pays 100 per cent of the contribution for
unemployment benefit and g9 per cent of the :contribution
for sickness benefit, while in The Netherlands the employer
pays 86 per cent of the contribution for sickness benefit.

In Ireland the situation from 1 July 1974 is that the employer
pays 57 per cent and the employee 43 per cent of the flat rate
contribution, while the employer pays 66% per cent and the
employee 33} per cent for the pay-related contribution.

'As a result of the emphasis on insurance in the six original
EEC member countries, most benefits there depend upon a
record of contributions and duration of employment. The cost
of insurance to both employers and employees is high in the
EEC countries, as shown in Table 15. For instance, in France
in 1970 an employee earning less than £1,400 per annum
paid 6-58 per cent of his earnings in social insurance con-

.tributions while the cmployer paid up to 33-72 per cent of the

employee’s earnings in payroll tax. It is difficult to give com-
parable figures for the United Kingdom and Ireland because
our systems are so different. In Britain and Ireland there is
the weekly stamp system with certain differential payments
(e.g. for agricultural and domestic workers).: Under the
expanded social insurance scheme introduced in Ireland in
April 1974, in addition to a basic stamp for all workers, pay-
related contributions (comparable to those in Britain) are made
by both employer and employee on the first £2,500 of yearly
earnings where the insured person is employcd in a manufactur-
ing, commercial or service industry, or in agriculture. In a
recent British White Paper on pensions it was ;proposed to
abolish the basic flat-rate stamp so that pay-related contribu-
tions will be in operation for all levels of income.

It should be remembered that the cellmgs up to whlch the
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Table 15: Social insurance coniributions in Europe, general schemes, percentage of employed persons earnings, 1 January 1970

France Germany . Belgium . Italy The Netherlands
Contribution —~ -
Employer Employee  Employer Employee  Employer  Employee  Employer Employee  Employer  Employee
Percentage of earnings
Pension 575 300 850 850 8-00 6-00 12-65 6-35 — 11-40(a)
Sickness(b) (i) 1045(c) 250 4-00% 4-00* 480 385 1446 015 14-80 6-30
(i) 200 1-00
Unemployment 0-32(d) o0-08(d) o065 065 1-20 1-20 2:30 nil 050 0°50
Industrial Injuries Average 370 — 1-50 — 450 — 390 — — —
Family Allowances 11°50 — nil(e) — 10°50 — 15-00 — 530 —
g Total 3372 6-58 14-65 13°15 28-95 11-05 48-31 650 2060 1810
*Average.

(a) Percentage of net income under general pension scheme covering all residents.

(b) Includes sickness and maternity benefits and health services; in Belgium and France also includes invalidity pensions, and in
The Netherlands disablement benefit.

(¢) There are earnings limits for most of the schemes. They vary according to the insurance risk. The French percentages at (i)
relate to earnings up to the contribution ceiling, to which must be added (ii) levied on total earnings.

(d) Non-statutory compulsory scheme (collective agreements) covering workers in industry and commerce. In addition, there is a
scheme of unemployment assistance, financed by the State, means-tested after the first three months of benefit.

(e) Allowances paid by the State.
Source: The Financial Times, 8 July 1971.




social security taxes are paid in the original six EEC member
countries are fairly low in most cases. Thus, for example, in
- 1970 the 3372 per cent of wages paid by employers in France
as social security ‘tax applicd only to earnings up to around
- £1,400 per annum, except in the case of the 0-32 per cent
. unemployment benefit contribution, which is payable up to
some £6,000 per annum. There is no ceiling (except for-family
allowances) in Italy, which makes the 48:3 per cent burden
on the employer particularly severe. For the other countries,
a good general guide is that most social security payroll taxes
were payablc only up to some [£1,500 of an individual’s
income in 1970. Family allowanccs also are subject to a means-
test in certain cases.

The difference in social security systems reflects the different
principles on which they are based. The French have long
objected that the British system is, when compared with the
European one, an indirect subsidy to industry. There are
wide ramifications to this argument: for example, the con-
tinentals expect higher industrial injuries insurance for high-
risk industries and argue that Britain supports mining by
collecting the same contributions from all industries and paying
out where needed. ~
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s. Appraisal

Effects of EEC membership on Social Policy

RESSURES to increase public social expenditure have been
Pconsiderable in the past and may be expected to continue.
Open-ended schemes exist in all the social services and expendi-
ture on these automatically increases as the numbers availing
themselves of the programmes increase (e.g. in education). In
addition to maintaining existing programmes, there is a public
commitment to expand on a number of fronts, for example in
the hospital services and housing. Furthermore, with the
passage of time, pressures are likely to mount to increase
benefits towards EEC levels. It may be pointed out here,
however, that only two definite provisions in social policy are
required by our accession to the EEC. First, benefits are to
be paid to immigrant workers from other EEC member states
on the same basis as native workers and, second, it is intended
that benefits be raised consistently to compensate for cost-of-
living increases. There is a general intention on the part of the
EEC authorities to make proposals about indexing social
security payments on a common, Community-wide basis but
there has been no specific proposal in this regard to date.

Although the Treaty of Rome is vague on certain aspects of
social policy, the desirability of harmonising social policies was
stressed at the Conference of Heads of Government in the
Hague in 1969. Following from this, the Commission published
in 1971 Preliminary Guidelines for Social Poligy Programmes in the
Community. To date, most of the concrete actions being pursued
as part of the Social Action Programme fall within the area of
training/retraining of workers rather than the four functional
areas discussed in this paper. Within the fields of education,
health, housing and social security, there have been no major
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concrete changes introduced on a Community-wide basis
(apart from the provision of reciprocal treatment of migrant
workers) and, although the EEC Commission is committed to
a gradual harmonisation ‘of social security provisions, no’
definite moves in that direction have yet been taken. While
harmonisation is intended, there is no question of unifying all
social security schemes. Separate national traditions and back-
ground are recogmsed as illustrated by the following quotation

- from Conditions for a Social Action Programme pubhshed by the

Commission in April 1973

It is not thc Comrrxission’s aim to centralise the solutions
of all the social problems of the Community. Nor would
it wish to see introduced a single social policy tackling all
social problems in the Commumty in a uniform manner.
Although a uniformsocial’ system for the Commumty is
not envisaged nor the general alignment. of all social
systems, it is nevertheless necessary to aim at minimum
standards of social protection capable of being regularly
improved. Appropriate transfer of -resources at Com-
munity level must also be envisaged to permit the: less-
favoured Member States to reach those minimum
standards and thus facilitate their progrcssnve harmomsa-
tion and unprovement. ,

A Council Rcsolution of 2:.Januafy 1974 concerning a social
action programme . urged vigorous. action with a view to
realising the social aims of European Union, in order to attain
the broad objectives of (i) full and better employment, (ii)
improvement of living and - -working  conditions, and (iii)

"increased ‘involvement .of management and labour in the

economic and social decisions of the community, and of
workers in the life of undertakings.

While membership of the Community is certain to influence
the pattern of social expenditure and finance, a large degree
of national choice remains. There may, in fact, be areas in
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which Ireland chooses to follow an opposite line to that of
other member states in regard to social policy. Examples
of this might be in regard to family planning centres, the
provision for abortions and the proliferation of c¢réches and
day nurseries.® These are all receiving growing public authority
expenditure and support in various member countries according
to the latest Report on the Social Situation. Ireland, instead,
might choose to pursue an independent line which would
assist and encourage mothers tostay at home and to care for
their children rather than to enter the labour force. Thus,
money which might in other EEC countries or in Ireland be
spent on day nurseries, might instead, as suggested later, be
spent on a mothers’ allowance for mothers in poor circum-
stances who have full-time care of children. Another important
area where it might be desirable for Ireland to follow a different
path from the other EEC countries relates to the finance of
social security. In part 4 it was pointed out that raising social
security contributions markedly in order to reduce the
Exchequer share in social security finance might be inappro-
priate in Ireland, as such a move implies increasing taxation
on employment. It is interesting to note that at present some
of the other EEC countries are moving in the opposite direction.
For example, in Western Germany the financing of family
allowances has recently been transferred from employers and
employees to the Exchequer. If it is decided to increase social
insurance contributions on grounds of following what has been
traditional practice in a number of EEC countries, then the
corollary should be to reduce indirect taxation.

Since decisions cannot sensibly be made concerning cxpen-
diture without a statement of the objectives such expenditure

48See Report on the Development of the Social Situation in the Communily.in 1973,
Chapter VII. The Report states that there has been a great increase in the pro-
vision of day nurseries and créches in many countries, also “in most countries
there has also been an increase, encouraged by the public authorities, in family
and marriage guidance bureaux and family planning centres, together with
developments in the field of family and sex education. This trend has doubtless
been accelerated in certain Member States by the fact that they have undertaken
a revision of their legislation concerning abortion, since liberahsation in this field
necessarily implies that information and guidance be available.” (p. 155).
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is intended to achieve, it is necessary to outline the objectives of
social expenditure. Decisions may then be viewed in relation to
these. Furthermore, it is intended to provide here a limited and-
necessarily somewhat impressionistic' assessment of the benefits.
of social policy as mirrored by expenditure programmes, and:
policy can only be assessed in relation to the developmental
goals it has been designed to achieve.4” It is hoped that such a
broad view may stimulate more detailed study on cost-benefit
lines, etc.; at a disaggregated level and also lead to discussion
of what the goals of social policy are, what they ought to be,
- and the achievements of programmes in relation to the broad
policy objectives. The issues involved in the evaluation of social
policy eventually come back to one’s view about the social
welfare function.#® There has been little discussion or research
on these issues in Ireland to date. What is presented here must
be regardcd only as a tentative begmmng
The Atms of Soczal Poltcy in Ireland since the War

Any social policy is shaped by a particular set of ideas on the
one hand and a particular set of needs on the other. Ideology
and pragmatism are the twin moulds of social policy. According:
“to cxrcumstances, one or’ othcr may be the dominant mould.
For example, it was argued a few years ago by John Kelly,
then a law professor ‘at University College, Dublin and now.
Parliamentary Secretary to the Taoiseach, that'in the area of
judicial reform, policy formation- lacked the basis of any: .
coherent philosophy and was based:on raw pragmatism.*

A similar judgment was made by Profcssor Pfretzschner in
relation to housing pohcy

Irish governmcntal lcaders from 1921 to the prescnt far

“’Gunnar Mydral “The Theorctncal Assumptlons of Socxal Planmng ,
Transactions of the Fourth -World Congress of Sociology, 1959, Vol. I, pp. 155-156.
#For a very good summary of some of the recent economic literature in this
area see Lester C. Thurow: “Cash Versus In-Kind Transfers”, American Economic'
Review, May 1974, p. 190. Two recent books also provide a review of the literature;
A. J. Culyer: The Economics of Social Policy: and YEA: The Economics of Changy
4%Professor J. M. Kelly, The Irish Ttmes, 30/31 August 1968."
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from being persuaded by ideological motives, have func-
tioned largely in terms of pragmatism, i.e. they have been
challenged by the unfilled demand for shelter from almost
all segments of the population, and they have attempted
to meet the demand by direct action programmes.5°

Professor Pfretzschner relates this pragmatism to the legislative
basis which is of interest in view of Professor Kelly’s remarks:

Pragmatism, not ideology, determines the legal basis for
action on the housing front.5

While the role of ideology may have been more subtle and
less obvious,®? it is of interest that these two experts were con-
vinced of the dominance of pragmatism. If this is so, it makes it
all the more difficult to come to grips with the objectives of
social policy as few clear statements may be expected if policy
is merely formed on an ad hoc pragmatic basis.

In their study of public revenue and expenditure in Ireland,
Professors O’Donoghue and Tait concluded that “there has
been little articulated policy operative in this respect until
recent years”.5® Nonetheless, there are a number of official
sources which throw considerable light on the stated aims of
social policy. The Constitution of 1937 provides the first guide-
line for the period under consideration. Secondly, government
White Papers which outline official policy either in regard to
individual services such as health or housing or which deal
with the whole economy such as the Programmes for Economic
Expansion provide another source. A third source is that of

80Paul A. Pfretzschner: The Dynamics of Irish Housing, Dublin: Institute of
Public Administration, 1965, p. 20.

511bid., p. 125,

%2See John Whyte: Church and State in Modern Ireland, for a really excellent
discussion of the influence of Catholic social teaching on policy in the 1930s—
1950s. See also Garret FitzGerald: “Seeking a National Purpose”, Studies, 1964, for
a consideration of ideological influences.

%M. O’Donoghue and A. A. Tait: “The Growth of Public Revenue and
Expenditure in Ireland” in J. A, Bristow and A. A. Tait (Editors) Economic
Poligy in Ireland, Dublin: Institute of Public Administration, 1968, p. 267.
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reports whose findings have been accepted in whole or in part
by the Government, such as the Report of the Commission on
Emigration, Economic Development, Investment in Education, the
Full Employment Report and other reports of the National
Industrial Economic Council and the reports of the National
Economic and Social Council. A fourth source of stated aims
of sccial policy is Ministerial speeches and Parliamentary
papers.5

Quotations from four important documents published during
the post-war period serve.as a point of departure for a state-
ment of the aims of social policy. Furthermore, they provide a
guide to the direction in which social policy was tending
during the period. :

Firstly, the following comment is found in the Report of the
Commission on Emigration, which was established in 1948 by the
Minister for Social Welfare and reported in 1954:

The objective of social policy should be to influence

conditions of life here so that by eliminating genuine -

grievances and by effecting improvements, potential
migrants may be able to live in reasonable comfort and
contentment at home.%

The Report then discusses briefly housing, education and *‘com-
munity life”” but does not discuss either the health. or income
maintenance services. '

Next, the chief objectives of the Second Programme arc stated
as follows:

#“Non-official”’ documents, such as Rev. Dr J. Dignan’s Social Security: Outlines
of a Scheme of National Health Insurance (19?5), had considerable influence on policy.
More recently the Statement on Social Policy produced by the Council for Social
Welfare (a Committee of the Catholic Bishops’ Conference) in early 1973 was
an influential document. Many of its points were taken up by the political parties
in the subsequent election campaign and in their policy statements. Another
cxample would be CARE memoranda. However, the documents under con-
sideration here are official or semi-official reports which the Government endorsed
and which, therefore, reflect a statement of policy intent by Government.

$Commission on Emigration .and Other “Population Problems 1948-54, Dublin:
Stationery Office, Chapter 8, p. 169. .
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It (the Second Programme) will have for its chief objective

the raising of the real income of the community by 50

per cent in the 1960s, in line with the collective target of

OECD. Its complementary aim will be to secure the
progressive reduction of involuntary emigration so that

by 1970 net yearly emigration will be reduced to 10,000

at most.%

The Second Programme also subscribed to the general principles
of the First Programme which had been derived from Economic
Development. At the time of Economic Development (1958) which
coincides with the middle of the period, it was felt that more
productive investment was the most urgent need. High taxa-
tion was described as ‘“‘one of the greatest impediments to
economic progress because of its adverse effects on saving and
on enterprise”.5? One of the steps towards the stabilisation and
eventual reduction of taxation was seen to lie in “deferring
further improvements in the social services until a steady
growth in real national income is well established’.58

In the Second Programme, priority is also given to productive
investment, though not to the exclusion of “adequate provision
of social capital”:

The achievement of the growth targets of the programme
will enable additional resources to be provided for houses,
schools, hospitals . . . and other forms of social capital.s®

The final quotation appears in the Report on Full Emplovment
published in March 1967:

The aim should be a society which strives after equal
opportunity by ensuring access to the highest levels of

56Second Programme for Economic Expansion, Dublin: Stationery Office, 1963, p. 17.
Note also: “The framework of the Second Programme is determined by the
growth rate”, SPEE, p. 64. ’

57 Fgonomic Development, Dublin: Stationery Office, 1958, p. 21.

580p. cit., . 24.

59Second Programme for Economic Expansion, Dublin: Stationery Office, 1963, p. 26g.
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education for all with the ability to benefit, which permits
no restriction on the entry to any field othér than those
. lmposed by merit and the capacity to serve, and which
fixes a floor below which none, n'respcctlve of their ability,
will be allowed to fall. If this ideal is'made the objective
of social pohcy, ‘then . successful efforts to achieve full
employment are more.hkely to be forthcoming.®°

Any attempt to classify the aims of social policy on the basis
of such evidence as has been mentioned will necessarily- be
somewhat arbitrary -and open to dispute. Nevertheless, it is
essential that some attempt to prov1de such a classification be
made. o : : .

It is suggcsted that there s ev1dence to dlstmgulsh the
following three major aims. of soc1al pohcy in the post-war
ycars in Ireland: <l

1. The relief of poveity and the prov131on of a minimum
o standard of living for all; :

2: Equahsatlon of opportumty,‘ ..
3. Increased productxwty and econom1c growth

These aims mlght be called the humanitarian, the egalztanan and
the - economic aims of social policy. The first of thé aims is
illustrated to some extent by the quotation above from the -
Report of  the Commission. on -Emigration. The second and third
aims are also, to some degree, illustrated by the quotations
from the Second Programme,: Economic Development and the Report
on Full Employment. If the SCquence implied by the quotations
is correct, it appears that the economic aim preceded the
egalitarian aim. It is possible,” by looking more closely at each
of the aims in relation to the four services under consideration, -
to find some evidence that these were, in fact, aims of social

,pohcy
$0Report on Full Emplqyment NIEC Report No 18 Dublm Statlonery Oﬁice,

1967, p. 9.
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The Provision .of a Minimum for All

Evidence that this has been a stated aim of social policy, at
least since 1937, may be found in the Constitution. The follow-
ing extract is relevant to the health and social security services

The State pledges itself to safeguard with especial care
the economic interests of the weaker sections of the com-
munity, and, where necessary, to contribute to the
support of the infirm, the widow, the orphan and the
aged.st

. In this section of the 1937 Constitution is found a directive
principle of social policy to guide the State in relieving extreme
need and contributing to the maintenance of the necessitous.
Emphasis on the minimum is present also in the First Report of
the Department of Social Welfare.?

With regard to education, the objective of a minimum level
is also indicated in the 1934 Constitution:

The State shall, however, as guardian of the common
good, require in view of actual conditions that the children
receive a certain minimum education, moral, intellectual
and social. . . . The State shall provide for free primary
education and shall endeavour to supplement and give
reasonable aid to private and corporate educational
initiative, and, when the public good requires it, provide
other educational facilities or institutions, with due
regard, however, for the rights of parents, especially in
the matter of religious and moral formation.®

While there is no direct mention of housing in the Con-
stitution, the implication of Article 45 and other sections of the

81 Bunreacht na h-Eireann, 1937, Article 45.

82See quotation from First Report of the Department of Social Welfare 1947-1949, in
Part 2 of this paper.

%3 Bunreacht na h-Eireann, 1937, Article 42.
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Constitution would appear to be that housing policy should
ensure that everyone must enjoy a dwelling of at least minimum
standards; persons should:be encouraged to become owner-
occupicers; and rural farmhes in partlcular, should be assisted
to settle on the land.

In a White Papc,r“ pubhshcd in 194.8 it was stated that the
primary aim of the - proposed housing programme was to
eradicate existing slums and other unfit housing and eliminate
overcrowding. The aim of a minimum standard of housing for
all has influenced housing legislation:

There is implicitly in almost all of the Irish housing laws .
an. awareness that a large proportion of Irish families lack
a large enough income to enable them to purchase or
rent shelter which is sufficient to their needs.$ \

Equality of Opportumgy

The trend towards cquahty of opportumty has: bcen much
more clearly defined in educatlon than in the other services.
In 1963, the then Minister for Educatlon, Dr P. J. Hillery,
stated:

As I see it, thc equahty of cducatlonal opportumty towards
which it is the duty of the State to strive must nowadays
cntail the opportumty of some post-pnmary cducatlon for
al].ee

Accordingly,‘ the introduction of free secondary education .
for all and of university grants were measures intended to
increasc equality of opportunity. Recent moves in. the health
services away from the prmc1plc of selcct1v1ty towards a welfare

“®Housing: A Review of Past 0peratwm and Immedmte Regquirements, Dublin:

Stationery Office, 1948.
#Paul A. Pfretzschner: Tlu Dynamics Qf Irish Housmg, Dublin: Institute of

- Public Administration; 1964, p. 23. For a summary of the statcd objccuvcs of )

housing policy, see Housing White Papers, 1948, 1964 and 1969. :
¢4Statement by Dr P. J. Hillery, T.D., Mmlster for Educatxon, in rcgard to

Post-Primary Educatnon, x963 \
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state type comprehensive system free of charge for all are some-
what similar to trends in education. While such policies indicate
the presence of the equalisation objective, it will be questioned
later if, in fact, they help to achieve the equalisation goal.

Economic Growth

The case for increased social expenditure has been justified
on economic grounds for a number of years. This has been
particularly true in regard to education. The sustained interest
in social expenditure to achieve faster rates of economic growth
was partly induced by certain bottlenecks encountered, such
as shortage of skilled labour or labour immobility due to a
lack of suitable housing. Economic analysis also contributed
to the interest on the basis of a number of empirical studies
which raised doubts about the primacy of physical capital in
economic development.s?

In Ireland the economic aim of expenditure on education
was emphasised following the Investment in Education report
(1965), and in the Third Programme (1969). As early as 1963 the
economic aim in regard to technical education was made
explicit by the Minister for Education:

The Technical Schools Leaving Certificate®® with as its
supporting base the three years vocational school and the
secondary schools intermediate courses would give the
country a systematic supply of youth with a sufficient
technical education to become at a later stage the techni-
cians and higher technicians which the country is, as we
must all hope, going to need.®

It is not clear that the aim of economic growth was much
in the mind of the policy-makers in regard to housing. Yet,

See David Walker: The Allocation of Public Funds for Social Development, Dublin :
The Economic and Social Research Institute, Paper No. 8, 1962, for a discussion
of some of the early studies.

88This, in fact, never materialised. .

$9Statement by Dr P. J. Hillery, T.D., Minister for Education, on Post-Primary
Education, 1963.
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the contribution of housing to economic dcvelopment is vital.
Charles Abrams has stated that:

In Ireland, housing proved a .mainstay of economic
activity when the unemployed had no other opportun-
ities.?0

During the post-war years the income maintenance system
has come to be regarded as an important tool of economic
policy for stability and growth both in Ireland and elsewhere.
When income and employment decline, social security pay-
ments automatically increase, thus acting as a stabiliser.

Achievement .

A number of questions may now be asked which can help
to decide the success, or otherwise, of the policies pursued in
meeting the goals of social policy. '

Recent rescarch suggests that a large sector of the population,
perhaps as big as 25 per cent, still live in poverty, i.e. they have
not achieved a reasonable minimum.” In view of the vast
increases in expenditure on the social services:outlined in
Part 1, this, if correct, must call in question the effectiveness of
existing social expenditure programmes in combating poverty
and providing a minimum for all. Most notable categories of poor
include children and the aged. In an important speech in
March 1974, the Tanaiste, Mr Corish, spoke of the one in five
Irish children living in poverty. In Part g of this paper, it was
shown that since 1958 the pensioner has not been keeping up
with the growth of real earnings enjoyed by the productive
sector. The adequacy of the old age pension, particularly for
those living in city rooms, was questioned. Furthermore; a
large number of appeals are made against decisions concerning
social welfare payments of various types, especially pensions.”

79Charles Abrams: Hou:m‘g in the Modern World, p. 110.

Seamus O Cinnéide: “The Extent of Poverty in Ireland” Soctal Studies :
Irish Journal of Sociology, Vol. 1, No. 4, August 1972

"2Sce various Reporls of the Department of Social Wc!fare, (tncnmal)
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The existence of such a large number of appeals may suggest
that there are many living in the shadows of poverty, but who
are excluded by existing schemes and the prescribed criteria
used in the administration of the schemes.

Not only the young and the old, but every age group is
affected by the provision of housing. There is no doubt that
considerable progress has been made in housing the poor in the
post-war period. Mr Blaney, in a speech in the D4il in 1965
when he was Minister for Local Government, admitted to the
neglect of ““those who are in the worst possible conditions. .
Over the years this residue of the poorest of the poor in the
worst of our worst houses remains”.”™ Nevertheless, the num-
bers remaining in inadequate or overcrowded accommodation
is very high. In June 1963 the collapse of houses in Fenian
Street in which two children were killed heralded a fresh
housing crisis. Ten years later in the summer of 1973, Fenian
Street was blockaded by evicted squatters.

Despite great efforts by Dublin Corporation, the number
awaiting rehousing by Dublin Corporation is higher now than
it was in 1964. When last revised in November 1972 the
approved housing list numbered 5,307 applicants compared
with 4,856 in 1964. These numbers refer to heads of households
only. The total numbers, including dependants, are consider-
ably greater—probably around 18,000 in 1972.” Also, the
list includes approved applicants only. These are considerably
less than total applicants. For example, one type of applicant
who would not be “approved” would be a married couple
with no children. On the other hand, the regulations have
been considerably loosened over the past ten years, so that the
grounds for “approval” are much wider now than they were
formerly.

The success of public expenditure programmes in helping

“BPDDE, Vol. 215, Cols. 381-2.

"See Report of Assistant City Manager re Revision of the Housing List, November
1972. This summarises the family sizes of the 5,307 approved applicants as
follows: 3 persons or less: 48 per cent; 4 persons: 32 per cent; 5 persons: 12 per
cent; 6 persons or more: 8 per cent.
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to house those categories of the population most in need is
difficult to assess. In another study? it has been shown that
there is some evidence that within the-local authority pro-
grammes there was a tendency to neglect the categories in most
severe need, i.e. with the least ability to pay rents or service
loans. There is also some suggestion that the poorer local
authorities could least afford to carry out parts of their housing
programme, for instance in relation to the payment of supple-
mentary grants. Wlthm the private. housmg area, it would
appear that the grant.system operated in favour of the larger
house and the better-off owner-occupier.-

Steps have been taken to overcome these two major defects
in public expenditure programmes .on housing; in the first
instance by introducing a more: equitable rents policy, where
paymcnt of rent is more closcly related to ability to pay, and
in the second instance by recasting. the grants system for
private housing.”® : : v :

While the health services have been 1mproved con51derably,
they are at present an area of great unease among' those most

_intimately associated with their. provision—the doctors. Access-
to the general medical services scheme as well as remuneration
are important unsettled: issues as is the question of extension
of hospital services free of charge to all and the corresponding

“role of consultants. The choice of doctor scheme which was

introduced to replace the old dispensary system, itself rooted
in the Poor Law System, was an important step forward. How-
cver, it must be asked whether the extension of hospital services
free of charge to all\is a justifiable or a desirable move in view
of the already long periods which poorer patients must fre-
quently wait before they can.get access to a hospital bed.

Possibly this is an example of where a move towards equality

is premature as the minimum remains to be more adequately
satisﬁed. It is relevant to \'rccalll that the Health Act (1953)

"Finola Kermedy “Public Expend:turc in Ireland on Housmg in ‘the Post-
War Period”, The Economu: and Soctal Remcw, Vol 3, No. 3, April 1972, pp- 373-401.
”‘Housmg Act (1970).
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which extended services for the middle income groups was
opposed by Mr T. F. O’Higgins on similar grounds. When he
became Minister for Health in 1954, he introduced legislation
to delay the implementation of the 1953 Act. He argued that
facilities could not cope adequately with demand and ‘““unless
we take action to prevent it, the poor people, instead of being
at the head of the queue, will take their place at the end”.”

With regard to the second objective, equality of opportunity,
the discussion here is limited to a consideration of some aspects
of expenditure programmes on education. This is because the
objective was most clearly stated in relation to education. R. C.
Geary and F. S. O Muircheartaigh have recently published a
wide-ranging study Egualization of Opportunity in Ireland:
Statistical Aspects, ESRI, Broadsheet, No. 10, which includes an
analysis of education and opportunity. The key question in
relation to education is whether the vastly increased expendi-
ture on education has reduced social disparities. Or has it, as is
now being suggested by Vaizey and others in a general context
merely intensified them? It is now being argued that education,
as a “social distributor” of life chances often compounds rather
than eases the difficulties of disadvantaged children.” Evidence
of the very low rates of participation in full-time education for
persons in the age group 15-19 years and for university
students from the lower social groups was given in Investment
in Education (1965) and in a study by Monica Nevin (Journal
of the Statistical and Social Inquiry Society of Ireland 1966/67).
‘This was before the introduction of university grants (these
are means-tested). However, in January 1974 at the Annual
Conference of the Union of Students in Irecland, the USI
President stated:

At the present time, low-income groups simply cannot

afford to enter higher education; middle-class groups are

virtually monopolising third-level study. It is they who
“PDDE, Vol. 146, Col. 1970.

"8See, for example, John Vaizey: The Political E. v of Education; and The
National Children’s Bureau: Born to Fail.
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get the benefit of direct government spending, it is they
also who take up the bulk of higher education grants,
because only they can afford to do so.

In his address to the Conference, the Minister for Education
.quoted the foregoing and said that if such were the case it
should be remedied. If equality of opportunity is a serious
objective of policy, then rather than increasing grants across the
board as a solution to the problem, it would be well' worth
considering providing increased grants at the lower level of
parental income and introducing a graduated loans scheme at
the higher levels.” This point is reinforced by the fact that a
large proportion of the full economic cost of university educa-
tion is met by the State for all students. For example, in the
academic year 1973/74, the total average expenditure per
student in Trinity College, Dublin was approximately £950
per annum. Student fees averaged £150 per student per annum,
leaving about £800 per student per annum to come from other
sources, mainly the State.8® A comparable situation exists in
secondary education even where schools continue: to charge
fees. As early as 1961 [62, fees and other revenue together
provided less than 30 per cent of the income of secondary
schools, while State grants, including 1ncrcmental salary grants,
provided over 70 per cent.8t

In the case of free post-primary education, the immediate
beneficiaries were the middle-class parents of children at those
post-primary schools which joined the scheme. Since many
post-primary schools, especially boys’ schools in the Dublin
area, opted to remain out of the scheme, there are grounds to
believe that better-off parents can and will pay for their child-
ren’s education.82 Therefore, if the objective is really to help

Cf, Richard Lynn: Tke Irish Brain Drain, Dublin: The Economic and Social
Research Institute, Paper No. 43.

$oStatement by the Board of Tnmty Collcgc, Dublin, reported in The Irish
Times, 2 May 1974.

:iéxfw.tézm! 13 Elfgccalwn, Table 5. tm}:

nra T n.slup: Sor Ireland; and A Further Analysis of

Irish Household Budget Data 1951-52, Dublin: The ‘Economic and Social -Research
Institute, Papers No. 4 and No. 23.
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the disadvantaged,® it would be only common sense to devote
more . resources to educating those children whose parents
caunot afford to do so.

The conclusion that expenditure at the higher levels of
education helps the rich more than the poor and is, therefore,
to an extent a transfer from the poor to the rich is not peculiar
to Ireland. In a now classic article, Hansen and Weisbrod
point to a similar situation with regard to public higher
education in California.®

The basic weakness in the “more education. means more
equality”” argument is the mistaken assumption that growth in
the stock of education necessarily leads to greater equality in its
distribution between persons. Angus Maddison has shown that
for the United Kingdom if one takes simply the cumulative
number of years of formal education of the population, then
inequalities between the best- and least-educated are not too
great. But, if allowance is made for the differences in the cost
of providing instruction at different levels, inequality in the
distribution of educational capital is very striking. A year of
primary education cost the government of the United King-
dom L1125 in 1971/72, but a year of university education cost
£1,250.8 Since children from poor homes are better repre-
sented at primary than university level, Madison maintains
that to reduce inequality it would not be rational to try to
educate everyone to graduate standard. It would be more
reasonable to levy some sort of wealth tax on those with the
most educational capital, and one could add, to provide more
intensive assistance at the lower levels and for the poorer
families.

Itis being gradually recognised in 2 number of countries that,

8]t may be that, despite statements by politicians, - the consensus among the
“winning coalition™ of voters is that public expenditure on education should
help the middle class which forms the majority of the electorate.

84W. Lee Hansen, and Burton A. Weisbrod: “The Distribution of Costs and
Direct Benefits of Public Higher Education: The Case of California”, Journal of
Human Resources, Vol. IV, Spring 1969. :

®Angus Maddison: “What is Education for?”, Llgyds Bank Review, No. 112,
April 1974, pp. 19-30.
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despite attention givén to them, the programmes for the poor
are dwarfed by the programmes which benefit the non-poor.%
The relative position of the poor is, therefore, not improving.
In the Report on the Development of the Social Situation in - the
Community in 1973 an actual deterioration in the relative posi-
tion of the weakest groups in the vital area ‘of employment
was admitted. The differences found by an analysis by sector
between privileged and underprivileged are showing no signs of
becoming less marked as all the underprivileged sectors in most
countries have experienced a deterioration in their position,
even if this deterioration has only been slight.?”

Often, because of the attitudes of society at large, the only
politically feasible way of ensuring the provision of a service
for the poor is to provide it for everyone. Because the very poor
are only a minority, and do not constitute a powerful pressure
group, any government that focuses largely on helping them
may be voted out of power. This is an argument for the pro-
vision of services on a universalist basis, but it is not necessarily
an argument for equality of opportunity. The latter requires
not merely equal services for all, as, for example, “free’ post-
primary education, but extra help to the least advantaged—
what Titmuss calls “positive discrimination.”” so that they
may be in a position to avail themselves of services on an
equal footing with the better-off. A man with a limp needs a
good odds to have any chancein a race.

With- regard to the third objective, increasing growth and
productivity, it must be asked if the whole emphasis in our
post-primary education system is not misplaced. It has been
shown that one of the most significant results of free post-
primary education has been the enormous increase in enrol-
ments in traditional-type secondary schools and the further
relative neglect of vocational and technical education. Geary

8SA, D.alé Tussxng ““The Dual Welfare System”, Somg),'1974, PP. 50-57.
87Report on the Development of the Social Situation in the Commumgy in 1973,

P- 49-
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and O Muircheartaigh® show that over the period 1946/66
annual average percentage rates of increase in whole-time
enrolments actually grew faster in vocational schools (4-8 per
cent per annum) than in secondary schools (4-4 per cent per
annum). However, after 1966 there was a very marked reversal
of this situation. Between 1966 and 1972, the. comparable
rates for vocational and secondary schools were 57 per cent
and 8-2 per cent respectively. This has taken place despite the
fact that a number of authoritative studies, including Investment
in Education and The Drogheda Pilot Manpower Study, have
indicated a serious deficit of people with technical qualifica-
tions. The academic-technical imbalance which exists in
post-primary education in Ireland is chronic and is markedly
different from the situation in continental countries, where
high quality technical education is fairly widespread. Given
present attitudes—there is no doubt that traditional secondary,
rather than technical, education signifies higher status educa-

Table 16: Annual average percentage rates of increase in numbers participat-
ing wholetime in post-primary education, classified by establishment type, in
approximate periods 1946/66 and 1966/72

' Approximate period
Establishment
1946-66 1966-72
per cent per cent
Secondary 4°4 8-2
Vocational 48 57
University 45 35
Total 4'5 ; 71

Source: R. C. Geary and F. S. O Muircheartaigh: Equalization of
Opportunity in Ireland: Statistical Aspects, Dublin: The Economic
and Social Research Institute, Broadsheet No. 10, p. 106.

8R. C. Geary and F. S. O Muircheartaigh: Egqualization of Opporiunity in
Ireland : Statistical Aspects, Dublin: The Economic and Social Research Instxtutc,
Broadsheet No. 10, p. 106, also Table 16 in this publication. |
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tion to the vast majority—the shift in balance between academic
and technical education required by the:economy is more likely
to-come about from-a restructuring of income differentials and
conditions of service ‘through market forces of supply and
demand than from educational ~policy. ‘However, there could
be great value in pohclcswhlch, while allowing. parents to opt
for traditional secondary education, would - also render a
distinctive technical sector immensely more attractive through
curriculum reform, improved teacher training and - higher
standards. These latter ‘suggestions may not be enough to
overcome the middle-class attitude towards technical education
and occupations. One of the advantages of comprehensive
schools is the wide range of subjects offered and the possibility
of choosing technical and practical subjects without attending
a school which may be looked on as inferior because it is not
academic. A wxde :curriculum is-also.useful in prov1d1ng some
practical subjects for academic children. o
However, a universal policy of comprchcnswe schools may .
not be the answer either. Variety is the spice of life and surely

. nowhere more so- than in education: Therefore, what is import-

ant is not that “we go comprehensive” but that the whole
spectrum of our. educational mstltutlons, whether primary,
secondary, technical, comprchenswe, or third level, are pro-
viding a qualitatively enriching experience for the pupils and
one which is in liné with career opportuﬁities. It would be a
great pity ‘if the individuality of schools were lost. In the
individual character, rather than the standardisation of schools,
resides the potential for a creative and varied society in which
all talents have a role and receive a chance to fulfil that role.

Distinct from the problem of the attitude which views techni-

. cal education as mfcrxor, there is the dlfﬁcult problem of the

attitude of the poorer families and individuals towards post-
primary education. That there isa close relation - between
cducatlon and thc level of farmly income is w1dely recogmsed 89

"John H. Adler: “Development and Inoomc Distribution”, Fmaace and Develop-
ment, Vol. 10, No. 3, Scptember 1973, P- 3.
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It is difficult to establish the direction of the casual relation,
because there is logic and empirical evidence for either of two
assertions: (i) that poor or non-existent formal education is
one of the causes of low income; or (ii) that low family income
is one of the reasons why children do not go to school, or get
only a minimum—and an inadequate minimum at that—of
education.®® However, neither of these assertions may tell
the whole story. Many children from poor backgrounds may
not themselves want to attend school, and- if they do attend
under duress they may simply idle. The answer in such cases
may be a combination of work and school. If suitable employ-
ment exists, the status of the young person—as capable of
carning and hence having money for outings, amusements,
etc., is maintained in his own eyes and in the eyes of his peer
group. At the same time, day release (perhaps one half-day
per week) could provide for education either of a vocational
or continuation nature (i.e. general subjects). In general, the
provision of continuation-type education after entry to employ-
ment is almost non-cxistent. This is a pity as it means, in
general, that when a young person enters employment he is
usually cut off from ever returning to full-time education. Much
greater flexibility is required so that a young worker could, if
he wished, return to full-time education after a period in
employment. In general, there is a need for greater mobility
between the world of school and the world of work.

It is in the area of housing that the most urgent attention is
required in relation to economic growth at the present time.
The post-war period provides a wealth of experience from
which useful lessons may be learnt. The pattern of public
expenditure on housing in the post-war period was largely a
response to what the authorities considered to represent housing
needs. The effect on the provision of dwellings was that in the
immediate post-war years, when there was agreement that
needs were great, housing expenditure and output soared. As

90 1bid.
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funds became tighter and as the impression grew that needs
were being satisfiecd—even though this was an impression -
partly grounded in false facts—expcndlturc and output slowed
down. The economic crisis of 1956/58 witnessed a severe cut-
back in housing. In the 1960s, expenditure and output grew : in
 response to cxpansionist policies although once again in the
crisis of 1965/66 there was a.tightening of credit and a slight

- curbing of housing growth. Despite the growth in the 1g60s,
real capital. expenditure at 1958 prices by public authorities on

" housing was rnargmally lower in 1968 than it had been in 1951.
It was shown in Part 1 of this paper that in 1970 housing
expcndlture fell by. £6 million. At the present time (1974), due
to the current economic dlﬁicultlcs, the housing programme is
in peril. Past experxcncc suggests that any drastic cuts will only
aggravate the economic difficulties. However, there are certain
important elements . which distinguish. ‘the current situation
from the 1956/58 situation and which: make cuts less likely now..
In 1956/58 the background was one of emJgratlon and vacancies
'~ in local authority housing estates, especially in the penmctcr :
areas of Dublin such as Ballyfermot. Today, houses in these.
estates are extremely scarce and’ much: sought after. Ermgratlon
has been replaced by net immigration.

-While there was ample _]ustlﬁcatlon for a ma_]or ‘housing .

drive in the late 1940s and early 1950s, given the urgency of
needs, there can be little doubt that a smoother growth of
expenditure, . cspecxally on new local. authorlty housing, from
then on would have beén socially and. economically desirable.’
- The cychcal impact on the economy could have been miti-
gated.® Fluctuations in housing output which result. almost
immediately from - variations in' public expenditure have:

adverse effects on producthty in-the housebulldmg industry:

~ The bulldmg mdustry rlghtly argues that thcxr efﬁc1ency '

*1Finola Kennedy: “Pubhc Expcndxturc in Ircland on Housing in the Post-
War Period”, m&mrmc Md Social Remew, Vol. 3, No. 3, April 1972, pp. 373-401.

72




would be improved if they could contract out of the
adjustments necessary in the economy from time to time.”’#2

In view of this, it is disappointing to find in the NIEC Report
on Physical Planning that:

. - . until this major problem (excessive growth in money
incomes as compared to productivity) is resolved, it would
be quite unrealistic to expect that curbs on the expansion
of activity in building and construction will not on
occasions be necessary in the interests of economic
stability.?

The reasoning behind this is that because expenditure runs
too fast ahead of output and balance of payments deficits
result, the necessary medicine is, at least in part, a cut in
investment in building and construction which will readily
induce -unemployment, reduce spending and get the balance
of payments back in line. A preferable alternative would be
to steady the growth of both investment and consumption,
and especially the growth of investment in the building and
construction industry.

Reference was made in Part g of this paper to a study by
Walsh which showed that between 1953 and 1971 public
expenditure on income maintenance payments operated
counter-cyclically. However, looking at public social expendi-
ture as a whole, the stabilising effects of income maintenance
expenditures may be counterbalanced by the destabilising
effects of government social investment. For example, in 1957
cuts in government spending on housing accentuated the
depression in the economy which, in turn, necessitated the
payment of unemployment benefit and assistance on a much
larger scale than would otherwise have been the case.

»P. R. Kaim-Caudle and Mella Crowley, unpublished Memorandum for the
Royal Institute of Architects in Ireland, 1970,

93Physical Planning, NIEC Report No. 26, Dublin: Stationery Office.

*Finola Kennedy: “Social Expenditure of Public Authorities and Economic

Growth 1947-1966”, The Economic and Social Review, Vol. 1, No. g, April 1970,
PP. 385-392.
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- 6. Overall Strategtes of Soaal Poltcy

HAT thcre has becn exprcssed agreemcnt in- favour of the
Tthree mentioned goals as objectives. of social policy has
been established, even if practice has not always conformed to
- precept. All objectwes do not apply with equal strength to all

~expenditures and it is' possible that at times objectives may
- conflict. Different ways of attaining these objectives exist' and
frequently the same objective may be attained by different
means. In general, ways of attammg the ochctwcs of soc1a1
policy fit into the followmg catcgoncs

Employment pohcy and -incomes. pohcy whlch in-"

directly influences the distribution of income . while

leaving mdlvxduals free chomc in the d1sposal of that
_income; . :

2. Tax pohcy, which involves specxﬁc State dec1s1ons on
"the dlstnbutlon of income while still leaving individuals

‘ ‘frccdom ‘in spcndmg dlsposable mcome (i-e. after
taxes and transfcrs) ;

- 8. AStatc provxsmn of scrv1ces, whxch mvolves thc State in
decisions about what services pcople shall have.

This paper has bcen concerned chleﬂy with State provision
of services'and income transfers. However, a co-ordinated social
policy must take cognisance of all three means of attaining
social objectives and cxpendltures ‘themselves both in the
aggregate and at the 1nd1v1dual service level. ‘

_ Empl(ymmt , L ;
As poverty most frequently results where the famlly bread-
winner in unemployed, ‘employment provision must be a top -
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priority. Attention should be paid to the fact that employment
provision has been by far the most successful means of tackling
poverty and in the improvement of opportunity in the United
States. On the other hand, despite the enormous expenditure
on the “education strategy” in the war on poverty, it has been
an almost total failure.® A thorough review of investment
policies in light of the employment criterion is called for.

Development economists have argued that the chief means
of curbing urban unemployment must be the expansion of
industrial production, if necessary through import substitution.
More recently, the expansion of industrial production for
export (as in Ireland) is being promoted in order to help the
balance of payments. Its employment-creating effects are also
important. In view of export difficulties and uncertainties in
foreign markets which arise from time to time, the growth of
industrial exports as a means of the sustained alleviation of
urban unemployment can only be relied on to a limited degree.
It is for this reason that employment based on the home market,
notably in such activities as the provision of public housing, is
crucial. In the present economic environment, it is particularly
important to avoid sharp cut-backs in housing.

Adler® discusses the relationship between growth and dis-
tribution. -He suggests that public expenditure on rural
development, including rural primary education, and the
elimination of urban unemployment, for example, through
housebuilding, should be priority areas in a policy to achieve
social justice. In time of depression the direct provision of
employment through public expenditure on capital projects
such as housing is preferable to spending an equivalent sum on
unemployment benefit and assistance. The cost to the govern-
ment and community of maintaining large numbers on
unemployment benefit and assistance is not merely the cost of
the payments themselves. There is the loss to the community

%5See A Dale Tussing: “Poverty Research in the United States” T he Lgonomic
and Scoial Review, Vol. 5, No. 1, October 1973, pp. 75-98.
980, cit.
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of real output and the very: considerable loss of g"d‘vcrnAment
revénue from soc1al sccumty and income tax rccelpts

Redlstnbunon
Redistribution through the tax system may help to solve a

large part of many poor families’ problems. But how practical
a possibility is a significant redlstnbutlon of income? Almost
nothing is known at present concerning how the burden of
taxation is dxstnbuted by income class and among persons with
approximately equal incomes.: In an important recent study.
of the US tax system, Pechman and Okner conclude that the
US tax system is essentially proportional for the vast majority
of families and, therefore; has little effect on the overall distribution
of income.?” This is a fundamental finding and it could possibly
be the case-in Ireland also. Apart from ignorance on this
crucial questlon, it has been argued that redistribution impedes
cconomic growth and that we must. aim all out for growth
first. Professor W. J. L. Ryan, in ‘his address to the Confedera-
tion of Irish Industry Conference in January 1974, said:

Tax rates at the margin are now so high that there would

be great difficulty in eﬁ'ectmg through ‘increased taxation

additional transfers of income from the better-off to the

less fortunate members of the commumty Bxggcr shces

can be got only from blgger cakes Co :

Thc Juxtaposmon of thc ‘two patterns of - a hlgh growth rate.
with a low social justice performance and of a poor growth rate
with a high social justice accomplishment, which implies the
existence of a measurable trade-off, is in reality’ hardly ever
the way in which. thc problem poses itself.?8 A more realistic

"Joscph A. Pcchman ‘and* Bcn_]amm A. Okncr W7w Bear: the Tax Burden?
The Brookings Institution, 1974.

%]t is interesting to find that in thc ﬁnal chapter of thc Gmral 77umy, i.e.,
- “Concluding Notes on the Social Philosophy Towards Which the General Theory
Might Lead”, Keynes wrote as follows: “The outstanding faults of the economic
society in which we live are its failure to provide full employmcnt and its arbitrary
and inequitable distribution of wealth and incomes”. He went on to argue that
the redistribution of income could prove posmvely favourablc to the growth of
capital. : o
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and practical way to put the question is to ask: could the
higher national growth rate have been achieved without a
deterioration in the income distribution? And what can be
done to maintain the growth rate while at the same time
correcting the distribution of income? In other words, as Adler
states:

It is doubtful whether the idea of a conscious choice
among various combinations of income growth and income
distribution is useful and whether the notion of a trade-off,
while logically unassailable, has any operational signific-
ance.%

In practical terms, a 4 per cent growth rate accompanied by a
reduction in unemployment is preferable to a 4 per cent
growth rate with no reduction in unemployment. However,
the former course implies a lower average income for all in
employment. Jan Tinbergen, the first Nobel Prize winner in
Economics, has commented that the best way to re-distribute
income in a situation of unemployment is to create more
employment.

A disheartening feature of current discussion of incomes
policy is that the economic objective of moderating cost
increases to match productivity increases is dominant and little
attention is given to the social objective of a redistribution of
income and wealth. Welfare beneficiaries are seldom organised
in strong pressure groups and unions understandably fight
hardest for their own members and often for their strongest
members who are unlikely to be the lowest-paid workers. In
some cases, the earnings of workers are low because workers
are on the margin of unemployability. This fact is sometimes
used to excuse unions from negotiating for minimum wage
legislation as this might lead to unemployment, but it should
strengthen the will of unions to fight for a counterpart of the
British Family Income Supplement which is designed to meet

90p. cit., p. 4.
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the needs of low-income. wage earners.19° Quiteé remarkably,
incomes policy discussions rarely centre-on these issues, partly
because of union.silence. ’ T A R
However, national pay agreements may-not be suitable as a
vehicle for redistribution. The unions’ first role in'such agree-
. mentsis to fight for their own members. Therefore, in addition,
and as a complement, to a pay agreement there should be
initiated a distribution agreement in’ which unions, -employers,
farmers and others would -meet with the Government to
examine how much the non-poor-would transfer- to the poor.
While it would be the role of the Government to put the case -
-of the poor and underprivileged, representatives of these groups
could be involved also. Many of them are gradually being
organised. and represented ably by voluntary workers and by
social workers.. Such a possibility might be-considered by the .
National Economic and Social Council in its work. Clarifica-
tion would be gained ‘on the vital point of how much the non-
poor are prepared to redistribute to the poor and‘how much
they choose to redistribute among themselves. Much discussion
of public expenditure ignores the: fundamental fact- that it is
public only at the point of distribution and not at the point of
Selective Provision of Services and Bengfits . . o
Considerable care should be taken in designing public social
_expenditure programmes-in such a.way as to -ensure that
benefits accrue to the poor. Richard Bird, a high-ranking
official in the Fiscal Affairs Division of the International
Monetary Fund, recently wrote: - :
- 109The United Kingdom Family Income Supplements Bill (October 1970)
provided for an embryo negative income tax in that “make-up’ totals for different
sized families with at least one parent in full-time work are specified (¢.g., £15 2
week for one-child families, with £2 a week more for each additional child). If
family resources (i.e. incomes of husbands and wives) over the preceding five
weeks have been below the prescribed level, 50 per cent of the difference is paid
by the Government subject to an overall limit of £3 a week. Once the level of
payment is determined, it is to be continued for twenty-six weeks irrespective of any
change in family circumstances, The fact that there has been a low take-up rate
for the Family Income Supplement in Britain does not mean it should be ignored.

Rather, its failings should be examined in light of the objectives it was designed to
achieve. ; e .
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Expenditures on health, education and similar govern-
ment activities related directly to the wellbeing of in-
dividuals can clearly be so directed as to benefit most the
poorer members of society. The fact that in some countries
it appears that education expenditures have in reality
helped most those who need it least—for example, by subsidis-
ing university education for the children of the well-to-
do—does not affect this conclusion. What it does do is
reinforce the importance of being selective and of paying
careful and close attention to the precise nature of expen-
ditures if one is concerned with the distributional impact.
It is obvious, for example, that money spent on primary
education in the rural areas will'do more to benefit the
poor than the same amount spent on university education
in the capital city. The poor, like the rich, are by no means
a homogeneous group, and policies designed to help
particular subgroups of the poor will need, as a rule, to
be selective and often localised in their incidence.10

A recent British study!®? of disadvantaged children shows
how heavily the dice are loaded against these children. One
child in sixteen—the disadvantaged—had adversity after
adversity heaped on them even from before birth; their health
was poorer, their social attainment lower, their - physical
environment worse than ordinary children. Poor children and
poor old age pensioners are the groups that should be the top
priority of social policy.

There is little doubt that the recent climate of political
opinion is against selectivity.1% This contrasts with the position
as recently as eight to ten years ago when, for example,
selectivity was staunchly adhered to in the provision of health

10Richard M. Bird: “Public Finance and Inequality”, Fi and Development
Vol. 11, No. 1, March 1974.

102The National Children’s Bureau: Born to Fail, 1973.

103To avoid any possible confusion, selectivity may be defined as an assessment
of needs in relation to private means or income and general capacity to satisfy
such needs.

)
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services in an effort to optimise the use of limited resources.1%
The following quotation from the 1966 White Paper on the
health services illustrates the fact that selectivity was at that
time the guiding prmc1plc in the development of the health
services:

In developing the services . . ..the Government did not
accept the proposition that the State had a duty to provide
unconditionally all medical, dental and other . health
services free of cost for everyone, without regard to
individual need or circumstances . . . By following this
broad principle (selectivity), there has been a more
effective use of the necessarily limited portion of the
national product which can be devoted to. the public
development of hcalth services than if an effort had been
made to develop on a much broader base a scheme with
‘the features of a comprehensive free-for-all nat10nal health
service, 108

The present emphasis is somewhat reminiscent of the universal-
istic emphasis in the British Labour Party policies in the election
campaigns and Party Manifestos in 1964 and 1966. However,
there ‘has been a rapid change in the climate of opinion in
Britain since then. As early as 1967 Douglas Houghton, who
was for a time the Member of the Cabinet in charge of the
co-ordination of social pohcy, wrote:

There appears, however, to be a noticeable shift in public
opinion towards bringing improved benefits to those most
in need; away from “universalism” to “selectivity”’. The
poor and the needy, it is said, get inadequate help because
of the costly and wasteful spread of higher benefits over
all, irrespective of actual requirements . . . Of the several

14See The Health Services and their Fuﬂher Development, Dublm Statloncry
Office, 1966.
194 1bid., p. 16.
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possible remedies for this situation (the existence of sub-
standard families) the one which found least favour with
public opinion seemed to be all-round increases in family
allowances . . . it would be wasteful of resources to give to
parents of over six million children higher family allow-
ances to meet the needs of barely one-tenth of them.1%

Research carried out in Britain almost ten years ago by
Professor Kaim-Caudle attempted to quantify the value of State
aid to parents in different income groups. He concluded that
“there can be no doubt that the better-off benefit more from
State aid than the less well-off»,107

There are two main objections to selectivity. These have been
well summarised by Prest.1% First, there is a feeling by some
that poor people have a natural right to relief and that a means
test is totally unwarranted form of inquisition. While there are
valid historical reasons for such feelings, the basis for their
existence need not continue forever. Part of the problem may
arise because of the notion which led Kaim-Caudle to conclude
that “the free general medical services for the least well-off . . .
were a good example of the maxim that ‘a service for the poor
is a poor service’’.1% But this, if true, need not necessarily be so.
The argument in this paper in favour of selectivity is precisely
designed to ensure that scarce funds may be channelled for the
provision of a top-rate service for the poor. Secondly, selectivity
has implications for marginal tax rates. Some methods of
alleviating poverty carry with them an implicit marginal tax
rate, e.g. when the size of rate rebate to which a family is
entitled falls as its income rises, what happens is parallel to a
rise in. tax liabilities when income increases. Moreover, such

19¢Douglas Houghton: Paying for Social Services, Institute of Economic Affairs,
1967, pp. 10-11,

107p, R. Kaim-Caudle: “Selectivity in Family Allowances” in Social Services
Jor All? Part I, Fabian Society, 1968, p. 20.

108A, R. Prest: “The Negative Income Tax: Concepts and Problems”, British
Tax Review, 1970, pp. 352-365; Social Benefits and Tax Rates, Institute of Economic
Affairs, Research Monograph No. 22, 1970, :

109P, R. Kaim-Caudle: Gomparative Social Policy and Social Security: A Ten Country
Study, London: Martin Robertson, 1973, p. 305.
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implicit marginal tax rates may be. additive not only to one
another but also to income tax and graduated national insur-
ance payments. The overall result is that far from high marginal
tax rates only ‘affecting the rich, there may be even higher
marginal rates attached to much lower levels of income. Little
is known about the numbers affected by implicit tax rates and
the problem needs further examination. Sensible selectivity
must take this problcm into -account and face it squarcly if the
effort to assist the poor is genuine.

To tackle the problem of poverty effectively it has been
argued in this paper that the first and most obvious task is to
create more employment. Redistribution measures come next.
In cases where these remedies fail or are inadequate, it might
be argued that a good fall-back system of minimum income
support which would pin the subsistence level at a reasonable
minimum is desirable. Such a scheme could combine and,
perhaps in part, replace various partial schemes of home
assistance, fuel allowances, rent allowances, etc. Such a blanket
fall-back scheme would require a means test; but it would
require one means test only in lieu of the several means tests
which a poor person may have to undergo for the present wide
range of fragmented schemes. The administrative appeal of a
single means test could be weighed against other possible
drawbacks. This could be operated on the lines of a negative
income tax. :

There are two important ideas involved in the negative
income tax. One is that welfare benefits should be more selective
and concentrated on the poorer sections of the community only.
The other is that relief should take the form of cash payments
rather than benefits in kind.1?® However, while the negative
income tax is a concept of considerable intellectual appeal
there are many formidable problems in putting the tax into
operatiori which indicate that it may offer more pitfalls than
opportunities. Prest concludes that if we were starting from
scratch, with no existing institutions and method of workmg, it

11°Prat, op. cit.
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“would be eminently sensible to adopt ithe negative income tax
as the comprehensive way of tackling poverty. But we are not
starting from scratch. A variety of very different administrative
programmes exist which defy easy synthesis. Certain policies,
such as the development of graduated pensions and unemploy-
ment benefits, represent moves in the opposite direction to
negative income tax.

A more feasible approach, if one less likely to appeal to those
with a leaning towards administrative tidiness, is to build on
the existing structures. These, after all, were built with goodwill
in the past. A basic problem for administrators of social services
is said to be the identification of the poor and the delivery
to them of appropriate aid in a non-stigmatising manner. Since
it has been established that the old and the young are among
those who suﬂ‘er most from poverty, an immediate way to
relieve poverty would be to increase substantially old age
pensions and to ﬁnd means of aiding poor children.

The system of payment of children’s allowances could be so
arranged as to give substantial aid to poor families. In Mr
Haughey’s Budget statement in 1968, he said:

Aid does not always get where it is most needed. For
instance, the general scheme of children’s allowances costs
over £10 million'! a year but the Government are con-
scious of the fact that this large sum is not being spent to
the best advantage.

He pointed out that the number of out-of-date payable orders
which the Department of Social Welfare receive to be validated
was evidence of the fact than many parents receive payments
which are not really necessary in the circumstances. In the
following year, 1969, Mr Haughey stated in his Budget speech:

Children’s allowances are being substantially increased

because it is by this means that assistance can be given -

directly to the families who need it most.

Expenditure on children’s allowances for 1975 is estimated at 432 (at
1974 rates).
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He said that he had decided against a means test but:

I propose to'make a start towards select1v1ty by providing
that part of the proposed increase ‘in the allowances will
-be recovered from persons pay1ng 1ncome tax

Again in’ the 1970 Budget farmly allowances were 1ncreased
and it was stated in the Budget speech that: P

'As with the increases granted last year, the increases now

. proposcd will be recovered in part from persons paying
" income tax by reducmg the allowance under the Income
'Tax Acts for each Chlld who beneﬁts from the increase.

“When Mr Richie Ryan mtroduced his first Budget in 1973, he
followed the pattern which - Mr Haughey had initiated in
regard to children’s ' allowances. There were substantial
increases in'children’s allowances but people with net earnings
in excess of £2,500 did not recelve the increasc at all because of
appropriate reductlons in the 1ncome tax allowance for each
child1z = ‘ .

In the 1974 Budget however a remarkable turnabout in
policy took place in regard to children’s allowances. Mr Ryan
said that, in the interests of s1mphﬁcat10n, a'uniform child tax
allowance of £200 would be introduced which: ‘would mean that
the child allowance would no ‘longer vary with the age of a
child or a taxpayer’s income and, in addition, it would do away -
with the irritation of the “claw-back”. Thus, what Mr Haughey
had dewsed asa means of helpmg the poor and Mr Ryan hadv
subscribed to in his first Budget became in 1974, an “irritation”
The net result of the overall income tax srmphﬁcatrons rcsultmg
both from the ehrmnatron of the claw-back” and changes in.
allowances which Mr Ryan- introduced in 1974 was that a
married person w1th three chlldren and earmng ,g I o,ooo a‘year

1Prior to the 1973 Budgct wherc chxldrcn s allowanccs were pard thc income
tax allowances were reduced by: £15 in respect of the second child and'by £23
in rcspect of the third and each subsequent child. Following 1973 Budget there

was a further reduction of £50 per annum.in respect of each. eligible clnld
* including the first child, if thc taxpayer s net mcomc cxcecdcd £2,500. - ..
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saved £320'7 in tax, whereas a married man with three
children earning £1,500 saved £40°15.

The effect of selectivity in children’s allowances may be
illustrated as follows. In 1971 £17'5 million was spent on
children’s allowances for approximately one million children,
i.e. £17°5 for each child per annum. If the same amount were
paid only to the 213,000 children estimated by O Cinnéide as
living in poverty, then each poor child could receive £82.

The amounts in 1975 would be considerably greater. 1f, in
1975, total expenditure on children’s allowances reaches £50
million, this could represent £50 for every child, or £235 for
every poor child. This example presents the choice rather
starkly. A gradual scaling in the operation of selectivity could
occur in practice. If it is thought impracticable to introduce a
means test, then the so-called “claw-back” provides an excellent
way of ensuring selectivity. It would be possible to increase
children’s allowances substantially and then recover them
from the better-off through the tax system. If the resulting
system was not as ‘“simple” as one of uniform tax allowances
of £200 and no “claw-back”, then simple administration
must be weighed against slightly more complex adminis-
tration which can help the poor. The degree of complexity
required cannot be too great as such a system operated
successfully for several years. One argument against the “claw-
back” is that rich people not paying income tax avoid making
their contribution. However, with the extension of income
taxation to better-off farmers and the general strengthening of
measures against evasion, this can no longer be considered the
problem it was sometimes considered in the past.

Another possibility might be the payment of an additional
allowance to mothers in poor circumstances who are in full-
time care of dependent children.!1® The payment of a mothers’

158uch allowances exist in some other countries. In Italy, for example, a wife’s
allowance is paid subject to a means test of personal resources. In France, in
addition to children’s allowances, there is a single wage allowance paid where
only one parent works. In 1970 this was approximately £2 per child per month,
but it was £7 for each child under two years.
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allowance would probably be criticised vociferously by family
planning advocates as a pro-natalist measure. But this would be
unjustified as family planning does not affect children who are
already born. To avoid means testing which might be ‘imprac-
tical as the numbers are very large, it might be paid to all’
mothers with a ‘large number of dependent children and
recovered in total from the bettcr—oﬁ through the tax mechan-
ism. :
A rcmarkablc fcaturc of Table 10 of this paper, which showed
the real percentage changes in social benefits between 1953 and
1974, was that the only benefit which declined over the period
was the maternity grant which fell in real terms by 30 per cent.
The only other decreases shown in the Table were in children’s
allowances in the sub-period: 1958-66. Over that period,
children’s allowances for the second child declined in real
terms by 21-49 per cent and for the third child by.5:67 per cent.
In addition, it may be noted that in the sub-period 1966/74 the
maternity allowance grew least of all the benefits listed, with
- the exception of the maternity grant which actually declined,
and the old age (non-contributory) pension. These trends
would seem to indicate a relatively low priority for maternity
grants and allowances. This contrasts with some EEC countries
where maternity grants are substantial. In 1970 the maternity
grant in France was £56-50 and in Belgium " £70 for first births.
But such a system of cash transfers based on negative income
tax increased old age pensions or increased children’s allow-
ances paid on a selective basis or the payment of a mother’s
allowance, would not be sufficient in itself to solve the problem
of poverty. The drawbacks in the cash transfer system are well
summarised by Thurow.!¢ He points out that the economists’
support for cash transfers (e.g.negative income tax) rests on the
doctrine of absolute consumer sovereignty. Everyone is his own
best judge of what should be done to maximise his own utility.
Thurow says that public policies must face up to a modification
of this simplistic view. Governments have a whole range of -

10p, cil.
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policies that can be used to supplement or supplant consumer
sovereignty. One of the mildest and least coercive of these is the
public provision of goods and services in kind. -

Thurow points out that realistically there is a continuum of
family and individual management ability. As a result, the
same cash income will provide different real standards of living
for different people. Given a continuum of individuals with
varying degrees of competence, transfer systems need a cor-
responding continuum of transfers, ranging from cash, cash with
advice, vouchers and in-kind provision. This points to the
urgency for concerted efforts in such areas as local authority
housing, primary and vocational education and public health
services.

Of vital importance in designing a sensible income mainten-
ance system is the reform of social insurance programmes, under
which people gain rights to benefits based largely on contribu-
tions made during previous work periods. In the United States
it has been shown that social insurance programmes:

. . are becoming increasingly inefficient in helping the
lowest income groups. Moreover, increases in social
insurance benefits may simply replace money that could
have been diverted to other programs.t

Lerman and Townsend show that in the United States benefits
from welfare elements in social security payment formulas will
go increasingly to middle- and upper-income groups. However,
low and moderate-income workers will bear a large part of the
costs of these welfare elements, since they tend to shift the tax
burden from the personal income tax towards the social
security tax.1® The regressivity of the social insurance tax in
relation to income may be illustrated by the following example
based on contribution rates in Ireland in 1973. The ordinary
flat-rate contribution for women was £1-20 (employee) and
£1+79 (employer), compared with £1-27 (employee) and £1-84

15Robert I. Lerman and Alair A. Townsend: “Conflicting Objectives in

Income Maintenance Programs”, American Economic Reveiw, May 1974, p. 210.
1eJhid., p. 211.
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(employer) for males. The female contribution rate was,
therefore, 96 per cent of the male contribution rate compared
with a female/male earnings ratio of about 55 per cent. The

same arithmetic applies to any lower-paid worker.

Economy Fssentzal Due to Scarcity of Resources

Itis well to remember that it is scarcity of resources that gives
rise to the need for the study of economics. The late George
O’Brien wisely reminded us:

Plenty of everything for everybody is nowhere within
reach. Unattainable objectives should not be made the
programme of practical politicians.11?

What, then, is to be done? On the one hand, public expendi-
ture has taken a massive share of GNP yet “needs” are nowhere
near being satisfied. Pressures to increase expenditure further
are mounting, both autonomously due to the existence of
“open-ended” schemes, and following our EEC membership.
Bearing in mind the scarcity of resources and special features of
the Irish situation such as low income, the high dependency
and uncmployment rates, thin dispersal of population outside
the main cities and our low ratio of direct taxation to GNP, one
priority should surely be the encouragement of the voluntary
-principle. Ireland has had ‘an excellent record in this regard
and it would be a very great pity if voluntary cffort did not
receive recognition and support.

A question which must be faced now or in the near future is
whether the point of diminishing returns to aggregate public
authorities expenditure has been reached. How much further
can the tax/GNP ratio rise without significantly altering the
system? If the answer to this question is that there is little
leeway and if it is thought desirable to maintain the existing
“mixed economy” then the importance of the distribution of
public expenditure and its selective nature becomes even more

WGeorge O’Bncn The Phaniom of Plenty : Rzﬂectwn: on Economic Progre.u', Dublin:
Clonmore and Reynolds, 1948, pp. 72-73. ) .
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vital, as does the question of the distribution of the tax:.burden
referred to earlier. It also means that on economic, as well as
other grounds, voluntary effort should be encouraged. It could
be argued- that in certain areas there has been an unnecessarily
high level of public expenditure and that this could actually be
reduced. If, for example, it were decided to reduce expenditure
on hospital in-patient care, this expenditure would have to be
replaced in part by public out-patient expenditure but volun-
tary back-up services could also be encouraged as a
supplement.118

Need for Planning

Another priority in public expenditure is a more careful
assessment of costs.'® It was noted in an earlier part of this
paper that the lack of attention to costs and alternatives fore-
gone in the early post-war years was made possible by the
umque avallabﬂlty of funds. Likewise, growth in social spending
in the early 1960s was facilitated by the increase in real res-
ources and a rapid growth of borrowing and national debt. On
the other hand, cuts in expenditure have been associated with
the apparent exhaustion of financial resources, as in the late
1950s. Such cut-backs are extremely wasteful. Slower and surer
growth is preferable to high growth followed by standstills. The
latter is the inevitable result if the allocation process proceeds
in a see-saw fashion between “whatwe need” and “what we can
afford™.

The discussion does not seek to conclude that cost factors are
necessarily the most important in making choices. In certain
cases, the opposite may be true. But costs merit considerable
study. The observation of Roland McKean (Public Spendzng,
1968) that the process of budget formation is frequently one in

18For example, the “meals-on-wheels” service could be expanded.

19The economist’s definition of costs is alternatives foregone. Only by considering
the alternatives foregone by any given expenditure can the poor be helped.
Another State banquet means less for housing or pensions! The concept of

alternatives foregone applies not only to objectives, but also to the means of
achieving those objectives.
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which physical “requirements”. are selected prior to cost
estimation is borne out in a number of instances in public social
expenditure in Ireland (e.g. free post-primary education and
free hospital services for all). Such a sequence, which only
considers costs after “‘needs” have been decided, is seriously
deficient. Needs can only be ranked in an economically mean-
ingful way if they are considered i in relatmn to their costs, i.e.
the alternatives foregone.

Analysis of trade-offs hlghhghts the questlon of select1v1ty
versus universalism in the social services. If too little attention
is paid to costs then both the comparison between having one
programme rather than another and the eomparison between
providing a higher level of service for a limited number or a
modest level for many will be neglected. The administrator
must focus on the choice betwcen, for example, an extra {1, or
£'1 million for office accommodation, or for old age pensioners
or poor children. Ob_]CCtIVCS must be spec1ﬁed clearly and they
must be .related to the resources rcqulred to achieve thc
objectives. -

The traditional budget suﬁ'ers from two main defects F1rstly,
the current budget is generally expressed in terms of inputs,
salaries of c1v11 servants, ‘teachers; etc., and secondly, expendi-
ture is only shown for one year in advance. Because of ‘the
input orientation of the budget 1t is dlfﬁcult to 1dent1fy what
elements of spending comprise a unit orlented towards a
particular objective. Accordlngly, it is difficult to assess the cost
of alternative programmes.  Thus, many. choices are made
without conscious reference to costs, that is to the alternative
benefits that must be sacrificed. The second troublc is associated
with the fact that expenditure is  shown for one year in advance -
only. If the full cost, and not just the down payment ‘which the
first year cost represents, has to be declared, it is less likely that
- foot-in-the-door techniques will be used to get something
started without calhng attention -to the full costs: In addition

“the traditional budget;perxod of a single year throws little
light on the significance of expenditures whose effects may be
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spread over the next decade”.2?® It is thoroughly inadequate
for procurement of long lead-time items and for construction
projects.

It is important that the cost of new projects should be given
not merely for the current year or the year ahead. Costing
over a number of years (even beyond the next general election)
highlights the longer-run trade-offs which may differ markedly
from the situation in the initial year. Thus, for example, the
free post-primary education scheme was announced without
very searching consideration of its long-run costs, not only in
second level subsidies, but also at third level. Nor was there
published any consideration of costs of alternative strategies
such as increased support for the underdeveloped technical
wing of post-primary education. In general, there is a strong
temptation to secure the acceptance of a project by under-
stating initial estimates of costs. This can lead to wasteful
cut-backs later on. Such a situation can only be avoided if
public programmes are presented in the context of an overall
plan for a period of years.

In conclusion, the co-ordinated use of all policy tools for the
achievement of the goals of social policy is advocated. As
Lerman and Townsend remark: “there is no easy way out”.1*
Effective social policy will include the use of all the following:

1. Employment policy;
2. Tax policy to spread burdens and benefits equitably;

3. With regard to the provision of services:

(a) greater selectivity to ensure a more intensive pro-
vision of service for the poorest individuals and
groups;

120Arthur Smithies, “Conceptual Framework for the Program Budget”, David
Novilk, ed. Program Budgeting. Program Analysis and the Federal Budget. Cambridge,
Mass.: Harvard University Press, 1965.

1210p, git,
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() xmmedlatc dttention’ to" the - most hard-pressed
categories which are generally concluded to be .
the old age pensioners and children in poverty
This could be done by substantial increases in old -
“age pensions and the introduction of -increased
children’s allowances paid on a selective basis by
-~ utilising the income tax system;

(¢) more rigorous estimation of cost, clearer specifica-
tion of objectives and greater consideration of
alternatives, all of whlch would contnbute to

greater economy ‘in public. spendmg and leave
more resources available to meet other social needs;

4. Encouragémént an‘d\ supp’oft for volimt:ixy cffort.
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Table A.1: Maximum rates of principal social assistance benefits at cerlain times and percentage change, 1948-74

1974 1974 1953 1958 1966
Benefit 1948 1953 1958 1962 1966 1971 to Srom to to to
30 June 1 uly 1974(a) 1966  1g974(a)
£ per week Percentage Change
Old age (non-contributory)
Pension 087 1-07 1-25 I°50 2-88 425 6-15 7'30 582°24 13040 15347
Widows (non-contributory)
Pension 070 1-00 1-18 142 2:30 425 615 730 63000 9492 21739
Unemployment Assistance: ,
Single Person: urban 0-8o(b) 0-go 095 1-07 170 3-6o 535 6:35 60556 7895 27353
clsewhere 0°45 060 0-65 087 1°40 3°30 505 605 90833 11538 332:14
Man, wife, two children:
urban 1:40(b) 190 2-05 2:62 412 790 1255 1485 68158 10098 260°44
elsewhere  0-98 1°40 155 2:12 372 750 12°15  14°45 932'14 14000 28844
Allowance for third and each
other child (urban and
elsewhere) various(c) none none 012 0-25 050 1-25 1°50 — — 50000
£ per month
Children’s Allowances :
First qualified child none none  none none 050 0'50 2:00 2:30 — — 36000
Second qualified child ‘none 055 077 077 077 150 g-00 3'30 500700 o 328-74
Third qualified child 050 0-87 1°10 1-10 132 2:25 405 4'35 40000 2000 229°55

(a) Rates from 1 July 1974 used in calculating percentage changes.
(b) Rates refer to any county borough or the Borough of Dun Laoghaire. Rates in other urban areas were £0-70 and ;{1°40 respec-

tively.

(¢) Various small increases according to area and number of children.

Source: Reports of Department of Social Welfare and Department of Social Welfare.




Table A.2: Maximum rates of pﬁm’pal social insurance benefits at certain times and percentage change, 1948-74

1953

400

. 4 . 1974 1974 1958 1966
Benefit 1948 1953 1958 1962 1966 1971 o rom to to
: : : 30 June 1 Fub 1974(a) I966 ‘1974(a)
£ per week ‘ Percentage Change
Old age (contributory) . e ' L . o
" Pension . ; none .none  none 2000 300 500 720 8:50 — —— 18333
Widows (contributory) - ) . : : ) o . .
: m Pension . 080 1-20 150 1-62 262 450 660 780 550000 7467 . 19771
) Unemployment Benefit: . : ) : Lo : S .
single person . . . . 1-12 1:20 1'50 162 - 262 450 6-65 775 - 54583 7467 19580
Married man thh two . .- A : : .
._ - children . 1475 250 305 362 592 . 045 1450 1720 588:00 - g4'10 19054
~ Maternity Allowance none’ 120 150 175 2:75 4'50 655 775 54583 8333 18182
v ‘ ‘ Single Payment S k o
_ Maternity Grant .200(b) 200 200 2:00 400 400 4-0‘0‘ 10000 ‘100000 © ‘

(b

(a) Rates from 1 July 1974 used in calculating pcrccntagc chan 3.
A rate of £4 was also payable in 1948 which included medxcal disability payment where necessary.




Table A.g: Rates of contributions for social insurance benefits and percentage

change, 194874

Period Male Female
, £ £
Ordinary Rate
1948 020 015
January 1953—September 1956 024 o1y
September 1956—January 1961 028 0°20
January 196x—January 1963 045 038
January 1963—January 1964 0'53 045
January 1964—January 1966 o'6o 052
January 1966—October 1966 074 066
October 1966—May 1967 075 0-67
May 1967—January 1968 0-85 075
January 1968—]January 1969 1-00 090
January 196g—]January 1970 1-22 I'I1
January 1970—October 1970 141 1-30
October 1970—October 1971 1-68 157
October 1971—October 1972 2-03 19X
October 1972—]July 1973 2:46 2:33
July 1973—April 1974 3-08 2-96
April 1974—]July 1974 2+66 2'54
July 1974 326 314
Percentage Change
January 1953—]July 1974 1,258:33 1,747-06
January 1g58—January 1966 16429 230°00
January 1966—July 1974 440'54 47576
) £ £

Domestic Rate
January 1953 023 010
January 1958 027 013
January 1966 073 051
July 1974 326 326

Percentage Change

January 1953—]July 1974 1,317°39
January 1958—January 1966 170°37
January 1966—July 1974 34658

2,260-00

292-31
53922
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