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3.2 & 4.3 Labour & Employment 
 

At the end of this topic a student should be able to: 
 distinguish between a goods and services market and a factor market 

 outline the factors of production 

 examine the factors affecting the demand for labour 

 construct a graphical representation of the relationship between the wage rate and 

quantity demanded of labour; analyse the reason for the shape of the demand curve 

for labour 

 explain marginal physical productivity and marginal revenue productivity of labour; 

critically analyse the usefulness to an employer and employee of a knowledge of MPP 

and MRP 

 examine the factors affecting the supply of labour 

 construct a graphical representation of the relationship between the wage rate and 

quantity supplied of labour; analyse the reason for the shape of the supply curve for 

labour 

 construct a graphical representation of labour market equilibrium and show the effect 

of government interventions such as minimum wage or taxation on equilibrium 

 discuss the factors that determine wage differentials in the labour market 

 investigate data patterns to describe the main features and trends in Ireland’s labour 

force in relation to factors such as age, population, gender, geographic location, 

employment and unemployment 

 investigate the causes of unemployment in the Irish context and evaluate its impact on 

the individual and the economy 

 examine the relationship between employment and poverty 

 

 

Introduction to Factors of Production (Land, Capital, Enterprise) 

 
All firms require one or a combination of Land, Labour, Capital & Enterprise in producing a 

good or service. 

 

Land 
Anything provided by nature used in the production of goods & services. The payment for 

land is rent. 

 

 Characteristics of Land 

o Land is fixed in supply 
 An increase in price being offered for land will not bring about an 

increased supply. The supply curve for land is a vertical straight line. 

Quantities of land can be reclaimed and soil erosion may take place but 

these have little effect on total supply. 
o Land has no cost of production to society as a whole 

 As land is a gift provided by nature it has no cost of production to 

society as a whole. Any payment to land is above its supply price of 

zero and this is termed economic rent. 
o Land is a non-specific factor 
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 Land can be used for various purposes. It can be switched from 

agricultural use to industrial / residential use.  

 

 

Capital 
Any man-made item used in the production of goods and services. The payment for capital is 

interest. 

 The payment for capital is interest 
o The reason for this is because those who sacrifice present consumption (by 

choosing to save) must be rewarded by those who need funds for present use 

(borrowers). 

 If the owner of a firm wants to buy equipment for €200,000, they may 

need a loan 

 The bank collects €200,000 from its savers and gives it to the firm 

 The savers need to be rewarded with interest in order to part with their 

money 

 Types of Capital 

o Social Capital 

 The assets owned by the community/society in general. Eg hospitals, 

parks, roads 

o Fixed Capital 

 A business’ stock of fixed assets. Eg plant, equipment, tools, factories 

o Private Capital 

 Assets owned by individuals. Eg Computers, cars. Houses 

 

 Marginal Efficiency of Capital 
o Definition: The extra profit earned as a result of employing an extra unit of 

capital. i.e. the MRP (extra revenue generated) of the capital less the cost of 

the capital. 

 

o Factors that influence the MEC 

 Cost of the Capital 

 The higher the cost of the capital item the greater then revenue 

that will have to be generated to cover the cost. A machine 

purchased for €1 million will require far more revenue to cover 

its cost than a machine purchased for €1000.  

 Rate of Interest 

 The higher the interest rate on the borrowed money used to 

purchase the capital, the less efficient the capital as higher 

revenue will need to be generated to cover the higher interest 

rates. 

 Selling Price of the Goods 

 As selling prices in a firm drops the less efficient the capital 

become as the ratio of marginal revenue to capital cost dis-

improves when selling prices drop. 

 Wear and Tear 

 As a capital item ages it can suffer from wear and tear and have 

periods when it is not in use because of repairs. The older 

capital items become the less output they generate. 
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Enterprise 
The factor of production that organises the other factors to produce goods and services. The 

entrepreneur takes a risk in the hope of making a profit. The return or payment for enterprise 

is a profit or loss 

 

 How Enterprise differs from other factors 

o It can earn a loss 

 It is the only factor that can earn a loss due to fall in demand or 

excessive production costs. 

o Returns can vary 

 The returns can vary enormously from supernormal profits to losses. 

o Return is residual 

 Enterprise receives its return only after the other factors have been paid 

for. It is different from the other factors since their payments are 

agreed in advance. The returns to the other factors are contractual. 

 Importance of Profits for the economy 

o Encourage risk taking. 

 Profits are a prerequisite for encouraging entrepreneurs to undertake 

the risks inherent in business. Without profits no firms would supply 

goods or services. 

o Indicate the best use of resources / consumer demand 

 Profits are an indication to entrepreneurs what goods and services 

consumers want (demand) and hence indicate what areas are the most 

suitable for the use of scarce resources. 

o Encourage investment 

 When profits are earned this may encourage entrepreneurs to invest 

further in ventures. 

o Provide funds for expansion. 

 Entrepreneurs may use the profits earned to invest in their existing 

business to expand their existing activities / diversify production etc. 

o Continuity of production. 

 If normal profits are not earned then an entrepreneur will cease 

operating hence they are essential to ensure that production continues. 

o SNP reward innovation 

 Those entrepreneurs who earn SNP’s do so because they may be more 

efficient and or because they are innovative or because they are 

minimizing their costs of production 

o Source of revenue for the government. 

 Any profits earned by entrepreneurs are taxed (with exceptions) by the 

government and become a source of revenue for the state. They can 

use these profits to further develop the economy. 

o SNP’s may promote Mergers / Takeovers 

 The existence of SNP’s within some industries may entice large 

multinationals to takeover these profitable business so that they 

increase their overall profits / gain a foothold in the Irish market e.g. 

rumours about AIB. 
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Goods and Service Market (Product Market) versus a Factor Market 
 

A factor market is a market where businesses purchase the items needed to produce goods 

or services. Households sell or provide labour, entrepreneurial talent, capital, land, and 

natural resources in the factor market. 

A factor market is different from the goods and services market (product market) where 

households are the buyers and businesses are the sellers. 

Factors of production in the factor market are said to be in DERIVED DEMAND. A factor is 

in derived demand when it is demanded not for its own use, but its use in the production 

process of other goods. 

 

Demand for Factors of Production 

The amount of a factor of production that is demanded is based on the MPP (Marginal 

Physical Product) and MRP (Marginal Revenue Product) of the factor. 

 Marginal Physical Productivity 

o The extra output generated by employing an extra unit of a factor of 

production 

o Eg: if you bought a new machine that increased annual production at your 

factory increased from 6000 units annually to 10000 units annually, the MPP 

of the new machine is 4000 units. 

 Marginal Revenue Productivity (MPP X MR) 

o The extra revenue generated by employing an extra unit of a factor of 

production 

o Eg: if the MR of each unit is €10 the MRP of the new machine would be 

€40,000 (4000 units X €10 per unit). 

 

 Factors that influence MPP 

o Quality/Specialised nature of the factor 

 If the quality of the factor improves, then they will become more 

efficient and produce more output 

o Training/Education Provided 

 Proper training can upskill the factors to work more efficiently 

o Expertise of the Entrepreneur/Manager 

 The ability of the entrepreneur to manage their factors will affect the 

efficiency of the factor 

o Law of Diminishing Marginal Returns 

 As each quantity of a variable factor, is added to fixed quantities of a 

fixed factor the additional output from the factor will begin to 

diminish. 

 Factors that influence MRP 

o The productivity of the factor 

 The more productive a factor is the more MRP it will earn. 

o The MR/Price of the output 
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 As the selling price changes so too will the MRP as  

MRP = (MPP x MR/Selling Price) 

o The law of demand/elasticity  

 As a firm increases or decreases its selling price to earn more this will 

affect the MR. The elasticity of the product or service will also impact 

on the quantity of the product sold. If the firm faces an inelastic 

demand curve the price maybe increased with quantity demanded 

falling disproportionately, leading to an increase in revenue. 

 

 
See video here 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.youtube.com/watch?v=0PgP0dXAGAE


David Kelly © 

6 
 

Labour 
 

Anything human effort which helps in the production of goods and services. The payment for 

labour is wages. 

 

Labour Productivity 

Labour productivity is the output produced per worker per period of time e.g. per hour / week 

/ year. 

 

 Increasing Labour Productivity 

o Education / training/retraining 

 Skill levels will increase /allows workers to complete tasks more 

efficiently. Productivity improves directly and may also encourage the 

growth in economic activities, requiring higher skill levels. 

o Introduce incentive schemes / improved working conditions 

 Reward workers who increase their production. Increase the minimum 

wage. Such rewards improve morale and make the workplace 

conducive to greater productive effort. 

o Improve the quality of the other factors of production / technological 

progress/expand the size of capital stock 

 If management can improve these factors of production, then workers 

may become more productive, as they become more efficient. If the 

production process is made more effective this may assist workers to 

become more productive. Increased investment in newer more efficient 

equipment/Investment in R & D. 

o Introduce new work practices / improve management expertise 

 Introduce job rotation which introduces variety and may increase 

motivation. Allow for increased specialisation which may further 

motivate workers to increase their production. If management expertise 

in motivating the workforce improves, then productivity may increase. 
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Demand for Labour 
 MRP and Demand Curve 

o The price of labour is determined by demand and supply. 

o The demand curve for labour tells us how many workers a business will 

employ at a given wage rate in a given time period. In the theory of perfectly 

competitive labour markets, the demand curve of individual firms for labour 

comes from the marginal revenue product of labour – MRP(L) 

 
o Marginal revenue product of labour (MRPL) is the extra revenue generated 

when an additional worker is employed. MRP = MPP x MR. MPP means 

Marginal Physical Product and it is the extra output generated by the 

employment of an extra unit of labour (an employee). 

 

No. of 

Employees 

Total 

Output 

MPP Price of 

Output 

(MR) 

MRP 

(MPP x 

MR) 

Wage 

Rate 

1 6 6 €20 120 60 

2 14 8 €20 160 60 

3 24 10 €20 200 60 

4 32 8 €20 160 60 

5 35 3 €20 60 60 

6 36 1 €20 20 60 
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o In the above example we are assuming the firm operates in a perfectly 

competitive labout market and a perfecting competitive product market. The 

wage rate is nominally set at €60.  

o All workers up to the employment of the fifth workers will receive the same 

wage as we are making an assumption that firms are operating in a perfectly 

competitive labour market – the firm is a wage taker and accepts the wage 

rate set by the labour market. We are also making the assumption that the firm 

operates in a perfectly competitive product market as the P=AR=MR 

o Once the sixth worker is hired the cost of that worker (€60) exceeds the MRP 

of that worker (€20). 

o By employing 5 workers at €60 the firm is maximising profits. 

 

 In summary: 

o The marginal revenue product of labour is the additional revenue earned from 

the employment of one additional worker. It is computed by multiplying the 

product price by the MPP(L) . 

o A firm will employ the quantity of labour up to a point where the wage paid 

to the last worker employed equals his/her marginal revenue productivity of 

labour. Therefore, the MRP curve is the demand curve for labour because it 

shows the quantity of labour demanded at each price or wage rate. 

o The reasons why MRPL slopes downwards: 
 The Law of diminishing returns: as more and more workers are 

employed, their marginal product begins to decline as each worker 

adds less to production. Hence the MRP of each extra unit of labour is 

less than the previous unit. 

 The law of demand: to sell a greater output a firm will have to 

reduce the price of its product. As a greater number of units are 

produced, they can only be sold at lower prices. Hence the MRP of 

each extra unit of labour declines. 

 See video here 

 

 Criticisms of MRP Theory 

o Measuring productivity is difficult 

 Physical output is not always produced. It is difficult to measure 

productivity in many service sector job (like teaching) because there is 

no physical output there one cannot measure MPP and consequently 

MRP. 

 Also, goods/services produced within public sector are often not sold 

on the open market or at market prices. It is therefore difficult to 

estimate price or marginal revenue. 

o Trade Unions power to negotiate 

 Strong trade unions often negotiate wages in excess of the MRP of 

their members which leads to imperfect labour markets 

o Teamwork 

 In the real world there are many people who work in teams therefore it 

is difficult to work of the productivity of each individual which makes 

is difficult to determine their MRP. 

o Self Employed 

 Self-employed, as the business owner, don’t pay themselves according 

to their MRP so the theory does not apply to self-employed people 

https://www.youtube.com/watch?v=Xy_fLczbIOY
https://www.youtube.com/watch?v=Xy_fLczbIOY
https://www.youtube.com/watch?v=Xy_fLczbIOY
https://www.youtube.com/watch?v=uNSvpfBrVDo
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o Contribution made by capital 

 When Capital and labour are used together it is difficult to estimate 

whether the extra productivity is due to labour or capital e.g. 

computerisation of a business may increase labour productivity, but 

how much is capital responsible to the increase in productivity? 

o  

 Factors affecting a firm's demand for labour 

o Marginal revenue productivity of labour 

 How productive is the worker? Will the worker generate more revenue 

than his wage rate? 

o  (Minimum) Wage rate 

 If the wage rate increases then this increases the costs for employers 

and may reduce their demand for labour. 

o Demand for output 

 An increase in the demand for the firm’s output may increase the 

demand for labour. 

o Price of other factors of production (including capital) 

 Prior to employing more labour the firm would compare the cost of 

the additional labour with that of other factors of production available 

to determine which is the most competitive. 

o Taxation Rates on the firm’s profits 

 If the profitability of a firm is reduced by higher tax on a firm’s profits 

then this may affect a firm’s decision to employ additional labour. 

o Payroll taxes / Employers rate of PRSI 

 If the rate of personal taxation increases then labour may seek a higher 

wage rate making the firm less competitive.  

 Similarly if the rate of Employer’s PRSI on labour increases this is an 

additional cost for the firm, which may reduce its demand for labour. 

o Availability of technology 

 A firm’s demand for labour will be affected by the availability of new 

technologies particularly if it helps to reduce costs. 

o Trade union involvement 

 If a worker is a member of a trade union then the firm may not employ 

this worker. This applies to some firms in Ireland who prefer to 

operate without the involvement of trade unions.  

 

 Consequences of rising demand for labour 

o Pressure on wage levels to rise. 
 Employers will be forced to increase wage levels in order to attract 

workers into those areas where shortages are occurring. 

o Deterioration / Loss of services. 

 Where workers are not available it will result in either a deterioration 

of services in those areas or a total loss of certain services. 

o Loss of investment. 

 Indigenous and foreign entrepreneurs may see such shortages of 

labour as a deterrent to investing and starting a business. 

o Inflationary pressures. 

 If wage levels increase such increases may be passed on to the final 

consumer in the form of higher prices. 

o Immigration 
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 Shortages of labour in the Irish labour market are reported 

internationally. FAS has attempted to entice foreign workers to 

Ireland. The number of applications for refugees’ status has also 

increased. 

o Difficulty in attracting / keeping workers in some sectors. 

 With current labour shortages and the attractiveness of higher pay in 

alternative employments certain sectors find it increasingly difficult to 

attract workers e.g. in the hotel, catering, tourism industries. May 

require state intervention for the re-training of workers to fill sectors 

with vacancies. 

o Inability to maintain development of the state’s infrastructure. 

 Because of the shortage of workers, developing the infrastructure at 

the pace necessary to sustain economic growth is not possible and this 

may affect future investment. 
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Supply of Labour 
 Supply Curve of Labour 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

o (i) Workers shift their preference towards increased leisure time 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Workers will reduce the number of hours worked. Hence the 

supply curve of labour may: 

 (a) shift to the left, work less hours at all wage rates 

 (b) after a certain higher wage rate work less hours, the 

backward bending supply curve. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Perfectly Competitive 

 

Imperfectly Competition

titive 
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o (ii) The workers’ trade union negotiates a minimum wage:  

 

 

 

 

 

 

 

 

 

 

 

 

 If a minimum wage level is set at We then no labour will be 

supplied below this wage rate  

 

 

 Factors influencing the supply of labour 

o Wage levels within the economy. 

 Higher wage levels in recent years act as an incentive for more 

people to supply labour. However, recent wage restraint may see a 

fall in this figure. 

o Structure of population/ Size. 

 Ireland’s population has increased with more citizens within the 

working-age bracket. The size of the labour force increases, e.g. 

Ireland has a smaller population than France resulting in a smaller 

labour force. 

o Rates of income tax within the economy. 

 In the past a reduction in income tax rates acted as an incentive for 

people to join the workforce. Taxes like USC could disincentive 

people to work. 

o Labour mobility. 

 The workforce in Ireland is geographically mobile: there are less 

barriers in place preventing the movement of workers globally and 

Irish people have a tradition of being geographically mobile which 

influences the labour supply in Ireland. However, there is a steady 

stream of inward migration from other EU countries which 

increases labour supply. 

o Government Policies. 

 The government has moved to ease restrictions on the entry of 

immigrants to Ireland aiming to liberalise entry requirements into 

certain occupations e.g. pharmacies; hospital consultants. Childcare 

supports/costs impact people’s decision as to work or not. 
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Wages Rates 

 

 Determining the Wage Rate 

 

o Free Labour Market  

 

 
 

   A free market is one where there are no restrictions on the demand and 

   supply of labour. Where the demand for labour equals the supply of 

   labour the equilibrium wage rate is set.  

 

 

 

 

o A labour market where a minimum wage exists 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

No workers will be supplied below WMIN.  
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o Income taxes increase 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

o Entry is restricted into the profession 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Useful notes here too 

 

 

https://www.economicsonline.co.uk/Business_economics/Competitive_labour_markets.html
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 Why different categories of workers receive different wages 

o Different Skills 

 A neurosurgeon is perceived as extremely skilled and therefore is paid 

more than a supermarket employee as those skills are more valued. 

o Length of Training 

 People who complete extra training tend to be higher rates in 

recognition of the extra length of their training.  

 A nurse with a Masters degree in a specialisation will be paid at a 

higher rate than a general nurse 

o Nature of the Job 

 Workers with risky jobs/unsociable hours tend to be paid at a higher 

rate 

o Trade Union Influence 

 Unionised workers tend to be paid higher than the equivalent worker 

in non-unionised roles as the union uses its power to negotiate higher 

wages. 

o Innate Talent 

 Professional footballers command a premium for their talents as their 

talents are rare. 

 

 Advantages of Reducing Minimum Wage 

o Lower labour costs 

 Resulting in continued production and reduced risk of business 

closure. 

o Lower selling prices 

 With production costs falling this may lead to lower consumer prices 

and increased competition receipts. 

o Increased demand / protection of jobs 

 The lower wage rate leading to lower prices may lead to increased 

demand and hence greater demand for workers. Indigenous jobs are 

protected e.g. jobs in the tourism sector.  

o Investment stimulus 

 Reduced costs may lead to increased investment by entrepreneurs / 

increased foreign direct investment.  

o Reduced risk of re-location 

 Irish wage levels may fall more into line with other countries and this 

may result in less firms considering re-locating to countries outside 

Ireland. 

 

 Disadvantages of Reducing Minimum Wage 

o Discourage employment 

 The reduction may not encourage people to join the workforce/ it may 

lead to a greater participation in the black economy. 

o Reduced standard of living 

 Workers will now receive lower income and so their standard of living 

will fall 

o Reduced aggregate demand /spending 

 Lower incomes will reduce spending and so the demand for goods and 

services may fall resulting in unemployment/less VAT 

o Impact on general wage levels 
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 This reduction may indicate to employers that all wage levels should 

fall and this may result in a possible reduction in standard of living 

among the entire workforce. 

o Workers on lower incomes suffer most 

 If the reduction is confined to those on the minimum wage rate then 

the burden is not being shared equally within the workforce, which is 

not equitable. 

 

 Reasons for Gender Pay Gaps 

o Discrimination in the workplace  

 Women and men may not be paid the same wages even though they do 

the same work due to illegal discrimination.  

o Lack of enforcement by State agencies  

 State agencies do not enforce the existing legislation or take legal 

action against offenders 

o Balancing work and family responsibilities  

 Women work shorter hours and often part-time to combine family 

responsibilities and paid work. Career progression can be interrupted 

by maternity leave.  

o ‘Glass ceiling’/fewer women in senior and leadership positions  

 Women are under-represented in most senior positions, in politics and 

in certain sectors within the economy such as on boards of 

management.  

o Different jobs, different sectors  

 Women and men carry out different jobs and often work in different 

sectors. In health and social work women make up 80% of workers.  

o Undervaluing of women’s work and skills  

 Women’s skills and competencies are often undervalued, especially in 

occupations where they are in the majority. This is reflected in lower 

rates of pay.  

o Gender role of women / Tradition  

 Some people may still consider that a woman’s role in society is to 

stay in the home and rear children and this may still cause rates to be 

lower in some societies.  

 

 Reducing Gender Pay Gaps 

o Awareness - raising Campaign  

 Governments could put in place measures to raise awareness on 

gender equality and company good practice. A widespread advertising 

campaign during ‘European Equal Pay Day’ might raise awareness of 

the gender pay gap and initiate change.  

o Collective Agreements  

 Social partners could make provisions in collective agreements on 

gender equality and require companies to report on salaries and plans 

to close the gender pay gap.  

o Audits by companies  

 Gender equality plans and audits enable companies to measure their 

progress in implementing gender equality and equal pay.  

o Make pay systems transparent  
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 Transparent pay systems are very important in implementing equal 

pay e.g. software to help companies analyse pay and staffing 

structures and verify if equal pay exists.  

o Implement / enforce existing laws  

 Governments could also ensure that current laws are enforced by 

taking legal cases against offenders. .  

 

 

 Reducing the Public Sector Pay Bill 

o Limit the numbers employed in the public sector e.g. ban on recruitment 

o Limit pay increases in the public sector e.g. benchmarking 

o Introduce a voluntary redundancy package in the public sector. 

o Privatise state companies 

o Reduce perks for state employees e.g. pension entitlements 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



David Kelly © 

18 
 

Unemployment 

 
Full Employment: Where everyone who wants a job in an economy, has a job. Considered 

to  be 4% unemployment in an Irish context. 

 

 

 Benefits and Challenges of Full Employment for an economy 

o Benefits 

 Increased standard of living for citizens 

 Higher incomes will enable the citizens to buy more goods and 

services. 

 Fall in social welfare bill /Increase in tax revenues 

 As more people are employed the government will be paying 

out less in social welfare payments. With high employment the 

government will collect more revenue from direct and indirect 

taxation. 

 Increased aggregate demand /Economic growth 

 Full employment will increase aggregate demand for goods & 

services in the economy and this will increase economic growth 

and GNP. 

 Increased investment 

 Full employment encourages further investment as demand is 

rising and expectations are more positive about the future. 

 An increase in confidence in the economy 

 Both business and consumers will have more confidence in the 

economy which should encourage higher economic growth in 

the future. 

 Reduces inequality and may prevent poverty 

 When people find employment their income rises and the level 

of poverty in the country falls helping to reduce inequality 

within the country. 

o Challenges 

 Possible skilled labour shortages 

 It may make it difficult for employers to meet production 

targets. Employers may need to recruit workers from overseas. 

 Possible wage demands 

 Where there is a shortage of workers, employers may have to 

increase wage rates in order to retain existing employees and 

attract new employees. This affects Ireland’s competitiveness 

 Pressure on the state infrastructure 

 With more people working there will be pressure on transport, 

public services, housing etc. 

 Loss of service 

 In those sectors with low wage rates it may be difficult to 

attract workers and the quality of service may deteriorate or 

discontinue. 

 Inflationary pressures 
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 Increasing incomes and spending tend to fuel inflation in the 

economy. Increasing incomes and MPM increase the demand 

for imports and the Balance of Trade may fall into deficit. 

 

 Factors Resulting Layoffs 

o Demand for Pay increases. 

 If the workers are successful with such demands, costs of production 

will increase and profitability will fall. This may result in the firm 

having to make workers redundant. 

o Introduction of new technologies / mechanisation. 

 Increased mechanisation of the production process / introduction of 

cost saving technologies will reduce the demand for labour. 

o Fall in demand for the firm’s output. 

 Any factors that causes a drop in the demand for the firm’s output e.g. 

higher prices for the commodity, may lead to a reduction in demand 

for workers. 

o Government Policies. 

 If the government pursued policies which make it more expensive to 

employ workers then the employer may reduce the workforce e.g. 

raising the minimum wage rate. 

o Increased competition on the market. 

 If new firms enter the industry existing firms may suffer a reduction in 

demand, resulting in a loss of jobs in that particular firm e.g. opening 

of new supermarkets in many towns around the country. 

o Increases in the costs of production. 

 Any factor which causes a firm to become less competitive will result 

in a loss of sales, leading to job losses. e.g. currently oil/petrol costs 

are increasing which may result in job losses. 

 

 

 Cause of rise in Unemployment in Ireland 

o Covid Pandemic 

 The Covid Pandemic has resulted in a reduction in aggregate demand 

resulting in the closure of businesses and hence the lay-off of workers. 

This is not confined solely to Ireland as many firms worldwide have 

reduced their workforces. 

o Re-location of industry. 

 Businesses that need to reduce their costs and wish to survive have 

moved to lower cost locations e.g. Dell manufacturing moved to 

Poland resulting in job losses in Limerick. The loss of income results 

in a further job losses and jobs lost in firms who supply to these firms. 

o Irish companies exporting to US and UK. 

 The rise in the value of the euro against the UK pound sterling and US 

dollar resulted in a reduction in demand for their output and this 

resulted in job losses in export oriented industries e.g. Waterford 

Glass; loss of jobs in the hotel and catering industry. 

o Uncertainty for the future. 

 With the downturn in economic activity and the severity of the 

recession people are fearful for the future. Many are reducing their 

spending and some are deferring spending. This further reduces 
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demand and results in job losses e.g. the closure of firms in the retail 

sector and consequent job losses. 

 

 Policies to reduce Unemployment 

o Reduce VAT 

 If the government reduced rates of VAT it would also help reduce 

prices. This may encourage people to spend, thereby increasing 

demand and leading to an increased demand for labour. 

o Subsidise additional labour employed. 

 If the government reduced the rates of PRSI on additional labour hired 

it would help reduce the cost of labour and may encourage employers 

to hire additional labour. 

o Reduce costs for business. 

 The government could, through regulation, force those firms 

supplying utilities to reduce their prices. This could reduce the costs 

for businesses, which may lead to a reduction in prices. Demand may 

increase resulting in an increased demand for labour. This may help 

decrease export prices thereby increasing aggregate demand, resulting 

in employment. 

o Infrastructural development. 

 Funding of improvements in the capital and social infrastructure 

directly leads to employment in the construction industry and, through 

the multiplier effect, leads to increasing spending and growth in 

employment. 

o Maintain a low corporation profits tax base / attract high value added 

FDI. 

 The low rate of CPT is seen as an essential element for Ireland to 

continue to attract mobile foreign direct investment. This can be used 

as part of the package used to attract companies to Ireland and so 

increase employment. 

o Investment in education / training. 

 One of the factors which attracts companies to set up in Ireland is the 

availability of an educated, skilled workforce. To maintain this 

advantage the government must continue to invest in education and 

training. Investment will allow workers to up-skill and so acquire 

those skills in demand currently. Possible availability of EU funding 

for training and up-skilling workers. 

o Reduce Social Welfare Payments 

 If social welfare payments are too “generous” they may act as a 

disincentive to work and encourage potential employees to become 

dependent on social welfare in the long-term 

o Stimulate Consumer Demand 

 Without rising demand for goods and services businesses will not hire 

more people. They government, through cuts in income tax, could 

stimulate aggregate demand which, in turn, creates employment. 
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 Measuring Unemployment 

 

 The live register is a monthly publication of all those under 65 who are in receipt 

of job seekers benefit and job seekers allowance 

o Live Register is not entirely accurate because the following are included 

on the register, but should NOT be (when measuring unemployment): 

 It includes people who are legitimately working part-time or in 

seasonal/casual employment who are entitled to sign the live 

register and receive benefits. 

o Excluded but should NOT be: 

 People who though unemployed and seeking employment are not 

on the live register (because they are not entitled to any benefits).  

 

 The Labour Force Survey (LFS) replaced the Quarterly National Household 

Survey (QNHS) from Q3 2017. Similar to the QNHS, it is a large-scale, 

nationwide survey of households in Ireland. It is designed to produce quarterly 

labour force estimates that include the official measure of employment and 

unemployment in Ireland. Information is collected continuously throughout the 

year with 32500 households surveyed every quarter.  

 

o The Labour Force Survey provides a more accurate measurement of Irish 

unemployment because it excludes: 

 People 'signing on' who are actually working. 

 People who work Part-time (working up to 3 days per week), 

seasonal workers and casual workers (who are entitled to 

Unemployment Benefit / Unemployment Assistance if they meet 

the statutory requirements). 

 People who claim UA / UB who are not seeking work /or are not 

available for work. 

 The LFS includes those people who are unemployed, but for many 

reasons, may not draw the dole and do not sign on. 

 The CSO does also provide monthly unemployment statistics based on data 

collected for the LFS. 

 

ALL CSO LABOUR STATISTICS 

 

 

 Types of Unemployment 

o Structural Unemployment 

 Structural unemployment arises from a change in the structure in an 

industry brought about by the changing pattern of demand in the 

economy / or increasing mechanisation (technical progress). 

 E.g. Waterford Crystal 

 

o Cyclical Unemployment 

 A factor of overall unemployment that relates to the cyclical trends in 

growth and production that occur within the business cycle. When 

business cycles are at their peak, cyclical unemployment will be low 

because total economic output is being maximized. When economic 

https://www.cso.ie/en/statistics/labourmarket/liveregister/
https://www.cso.ie/en/statistics/labourmarket/labourforcesurveylfs/
https://www.cso.ie/en/statistics/labourmarket/monthlyunemployment/
https://www.cso.ie/en/statistics/labourmarket/monthlyunemployment/
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output falls, as measured by the gross domestic product (GDP), the 

business cycle is low and cyclical unemployment will rise. 

 E.g. Construction Industry  

 

o Frictional Unemployment 

 Frictional unemployment is the time period between jobs when a 

worker is searching for, or transitioning from one job to another. 

 

o Seasonal Unemployment 

 Where an individual becomes unemployed because the business they 

work in is only open during certain seasons.  

 E.g. Hotels, Ice cream parlours open during the summer months 

 

 

Employment/Unemployment and Poverty 

 

 Irish Times article 2020 

 

 Irish Examiner Article 2018 

 

 Social Justice Ireland piece 2020 
 

 Nevin Institute Report  2019  

 

 TASC Blog 2019 

 

 Rutger Bregman - Davos 

 

 

Measures the Irish government could implement to help the “Working Poor” 

 Increased minimum wage 
o While the minimum wage has been increased again this year it still lags 

behind the recommended “living wage”. 

 Tackle issues such as cost of housing 
o If the government provides more social housing it would allow workers the 

opportunity to spend less on exorbitant rents and thereby improve their 

standard of living. 

 Alterations to the tax structure 
o The government could rearrange tax bands to allow employees to have more 

take-home pay. They could achieve the same effect through alterations to the 

tax credits. Alternatively, they could make changes to the rate of VAT on 

essential items. 

 Reduce public transport costs 
o The government could look to decrease the price of public transport or 

subsidise travel for those workers below a certain income threshold. This 

would reduce the costs associated with transport to/from work and allow 

employees to retain more of their earnings. 

 Means testing 

http://en.wikipedia.org/wiki/Search_theory
https://www.irishtimes.com/opinion/injustice-of-low-wage-poverty-exposed-by-covid-19-1.4308996
https://www.irishexaminer.com/opinion/ourview/arid-30833636.html
https://www.socialjustice.ie/content/policy-issues/substantial-portion-workers-cannot-achieve-socially-acceptable-standard-living
https://www.nerinstitute.net/sites/default/files/research/2020/inBrief%20no%2071%20Nov%2019.pdf
https://www.tasc.ie/blog/2019/07/17/the-inequality-of-unemployment/
https://www.youtube.com/watch?v=r5LtFnmPruU
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o The weekly income limit for those who receive a medical card could be 

increased making more people eligible for free healthcare. Managing 

universal transfer payments. 

 Increase social welfare payments 
o If unemployment benefit is increased, it will allow part-time employees to 

enjoy a better standard of living. If child benefit payments are increased, it 

will allow the working poor to retain more of their income. Subsidies could be 

provided for child care in order to make employment worthwhile for these 

workers. 

 Legislation on work contracts 
o The legislation on zero hour contracts could be enforced so that workers are 

protected. Working without a contract could be prohibited. Workers who are 

deemed by employers to be ‘self-employed’ could be protected by legislation. 


