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The labour market characteristics which in the past have led to wage
inflation are expected to continue to be an important factor limiting the
growth of employment, particularly after entry into the European ERM has
made exchange-rate depreciation difficult — unless ways can be found of
making market forces more responsive, or forms of incomes policy more
effective and acceptable.

While appropriate macroeconomic policies will continue to be
relevant, it seems likely that deficiencies in high-level and general skills
standards will become an increasingly important source of unemployment
unless standards can be raised to levels more competitive with those
achieved in competitor countries. However, this will require the
investment of substantial public and private sector resources with
pay-back over a fairly lengthy period.

The importance of higher skill levels for higher employment levels
will be accentuated by up-market shifts in consumer tastes, stronger
competition in the Single European Market and international markets, and
the growing importance of IT and other new technologies.

The shift towards high-level occupations and the rapid decline in
unskilled manual jobs, if accompanied by inadequate education and
training, may lead to an increasing proportion of the population making
little contribution to the economy, getting few of the fruits of growing
affluence, and becoming increasingly alienated from the rest of society.





