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1. In planning economic development the responsible'
.authorltles normally do so ‘with some spe01flc objective or
objectives in mind, such as a certaln minimum per capita
income, a certain level of employment, or a certain rate
of growth Though there’hight he‘little disagreement
about the objectlves difficulties arise in realising them
because of certain constraints, the most obyious'of‘which,
. in'the normal case, is the avallability of labour and
capital resources, Part1Cu1ar1y in a free enterprlse '
economy, there are other constralnts which may affect the
feasibility of the objectlves, such as the balance of L
payments, the investment behdaviour of bus1nessmen and_the

savings habits of firms and persons,

2, - +' - Before comm1tt1ng oneself to a plan therefore,

it -is natural to ask what - .are the 1mp11cat10ns of attemptlng
to achieve a partlcular objectlve° For example what are
the implications of achleV1ng a balanCe of payments surplus
of so many million in 1965 or of achleV1ng a partlcular
1evel“of'income-in 19657 Thls is not prec1se1y the same

as the question of how such a surplus or 1eve1 of | 1ncome
mlght be attained: rather, by assumxng the target to be,

achieved, it states, by 1mp11cat10n the condltlons

required for its achieVvement. The condltlons represent}

" the technlcal"lmpllcatlons"xof the pro;ectlon and 1t 1s:
upon them that the f9881b111ty of the speC1flcally assumed
objectlve can be judged
S T In this projection the chosenjtargetvis a 1evelv
of 1ncome in 1965" of'£77C"ﬁiliion valued at current 1960
market prices, = ThlS represents a rate of growth of GNP ]
between: 1961 and 1965 1nclu51ve of 3% per annum ~and an i
overall increase of 16% over the 1960 level. The obgect
of the’ projection is to derive the 1mp11cat10ns, as deﬁrged
above, .of assuming this level of income to be achieVed.¢¥¥
The projection:re501ves itself into -

(a)"Assumptions about the propen61ty to consume,‘A‘

the growth of . Government expendlture, the
~propen51ty £o 1mport, product1v1ty, the 1abour‘w

force, capital/output requirements,



SE

(b) Estlmates of - the level of consumptlon govern-

ment expendlture and 1mports

i

*%}%ﬁﬂimImplications for the level of exports ,, and the

leevel of 1nvestment

Sl -
PSRN

syl L :.,‘.;.;_\“\! :

‘_The accuracy of the lmpllcatlons depends upon the

reallsm of the assumptlons and the estlmates whlch are_‘,

based upon them.. . ;. Ifithe assumptlons are; "reasonable "d

the llght of past condltlons and probable trends 1n the{z'
future then .the 1mpllcatlons become cond1t1ons for the

achrevement oE the spec;fxc objectrve L For example, the

that exports double over thlS perlod andﬂor“that‘grossﬁ;

1nvestment increases. by 5%

‘4I,f_fi_'It must be emphas1sed that thls progectlon canA

‘ ~happen'1h fact . In<a forecast the rate of growth would

J-:[

‘emerge: as'theranswer Nor 1s 1t .a plan or programme asJ;

fsuch xalthough 1t mlght be of. use.. 1n preparlng a plan _in

preparing. a plan 1t would be natural o, start off by S

analysnng the causes and llmltatlons of economlc growth 1n

Ireland 1nclud1ng the. avallablllty of resources as a ba51s

i

for:: the=study, -and then to base xhe plan upon what the}’}'
planners thlnk could be achleyed 1n the llght of all thlS

qnxnformatlon'exncludlng;the recon0111at10n of all partsgﬂw,d

“in the whole..@ The rate .of (gnowth Wthh would emerge'LE

from this would then be used for the purposes of pro;ectlon.‘
There is no reason “to belleve however that 3 5 and 7%

have . been .other than arbltrarlly selected 4 A prdjection

‘;such as this is:a useful and necessary part of an overall

deVelopment plan but the rate of growth upon Wthh lt 1s‘-

based, should be the result of 1n1t1al studlest. studles

.for;example, of Ireland .8 probable future forelgn trade“

-prosition‘ 0therw1se there 1s no. bas1s upon Wthh to .

- judge ‘the: fea31b111ty of the progectlon

[

terms of 1ts
i S ,v‘ et
1t 1s Very

,z-

"1mpllcat10ns Indeed ;.88 We shall see

et

d1€flcult to make a detalled reasonable pro;ectlon at all

>under such condltlons . Without, maklng somegvery dublous

and arbltrary assumptlons*ﬁ: Thls dlfflc_lty emerges when

we; come to con31der the method;by Wthh the prOJectlon is:

- made ' B LY T LTI T




5.“J s leen the rate of growth and therefore the levels:
of income, .output and expendlture in 1965 ‘how would this
level of .expenditure be dlstrlbuted amongst the major

categorleseof demand -~ consumptlon 1nvestment etc? Since-

1y .

!

C+ I+ c’;'(x'g’ﬁ)
then . N .
C+ I+ G+ (X-M =770,

i

Now if we could confidently predict the value of some of

these variables in 1965 under thlS assumptlon'~ either by
taklng them to be functlons of Y or by some other means -
then the remalnlng varlable or varlables would be a ‘

"re$1dual" at a partlcular level necessarx to achieve the

postulated. level of 1ncome. For example if we ‘assume’
consumptlon and government expendlture and 1mports to ‘be'
functions of Y such that C ='520, G = 90, M = 200, then .

C+ G- M=a10

and ..

]

"X 4+ I'=.360

i,e, to sustain a level of dincome of £770 mllllon

exports ‘plus gross investment would have to reach a totalA
of £360 million, If we furcher predlcted 1n some way ' .
that ddmestic investment. would be £14C mllllon in 1965

then the "required" level.of.exports would be £°20 mllllon
In this case domestic expenditure would be less than -
output and net foreign investment of £2C million would
occur, If four of the five.variables in equatlon (1)

are dependent'i.,e. funections of Y, and the flfth is an
-independent variable, then it is clearly the latter which
is of 1mportance in determining the.level of 1ncome. In
the simple closed Keynesian model it is, 1nvestment Wthh
as the independent variable, determines the, level of
income: in an ‘open economy exports also enter as an

additional independent wariable.

'In Ireland's case expofts .and impofts as well '
~as investment, are important factors in determlning the B
rate’'of growth." -Increases.in income due to a rise in
internal demand tend to be accompanied by a rlslng level
of 1mports so that unless. there is a commensurate 1ncrease

in exports, the pressure on reserves results 1n a



,restrlctlon on the further expan31on of demand and output

If 1mports can be controlled by means of tarlffs and quota
then expan31on could theoretlcally contlnue W1thout theif
fnece881ty of rlslng exports ‘although th1s poss1b111ty el
is llmlted due to the need of 1mport1ng raw materlals o
but if Ireland jOlnS the Common Market then the 1mportance
of exports Wlll be con31derably 1ncreased ) Flrst control
over 1mports w1ll dlsappear and secondly 1t 18 likely

that imports. will 1ncrease in even greater proportlon as‘
incomes rlse —Alf they do rise. 11 Thus in the pro;ectlon

"requlred exports".ls the 1mportant 1ndependent varlable

¥ k

R
it

6.j” o Consumptlon and current government expendlture’

are b>1ng taken as functlons of the level of 1ncome."““”

St

Theoretlcally by estlmatlng a marglnal propen81ty to,‘

tlmport 1mports should also be subject to the same'treat~‘
~ment but 1n practlce the predlctlon of 1mports presents
rather serlous obstacles As mentloned above 'th“”“ o

(

gradual reductlon of tarlffs assumlng Ireland s entry "

into. the E E.C., is llkely to alter _the ratlo of imports
to GNP to an extent which defles accurate or even “
approx1mate predlctlon ~ In addltlon the hiigh proportlon
of raw materlals in Ireland s 1mports ‘renders estlmatlon
on aggregatlve leVel very dlfflcult not only:-the. ;_aqy
pattern ‘of flnal demands but “the' ‘s tructure :of outputs.:
should be con31dered ”1F1nally, abowt two thirds of : "
Ireland's capltal goods ‘are dt- pr@sent imported; Wsinoe%(
1nvestment is ‘an’ 1ndependent variable, ' these imports .
cannot be treated“aS”affunction‘wffthe"levélvoffincome;ﬁ
Unless some attempt to. estlmate ‘the llkely
1evel*6f 1mports 'is” made however “the prOJectlon would::
1ose any value ‘which: 1t may: have Sanevxtsrmostvlmportant
‘function is to der1ve the ‘réquired-level of: exports to: :
ZSustalnbthe postulated ievel of- rncome,fand to- malntaxn
an acceptable'balance“of:payments posltioh;= <The only:
solutlon whlch seems poss1ble isto 'estimate ‘several
possible levels of 1mports and" apply each 1n turn to: the
pro;ectlon - resultlng,tof course, o in several dlfferent
(p0831b1e) answers 1n terms of "requlred exports
L R \ ‘wwahﬁ
.7( B PrOEGCtiOns'baSed?merelyiupbn national7income;‘
‘and expendlture aggregates ‘are "of 1limited:vialue for
plannlng purposes Cn A more dlsaggregated model 1s

requlred which shows the pattern of: demand! amongst




different commodities the pattern of output amongst
dlfferent 1ndustr1al sectors the level of employment
and a more accurate plcture of the pattern and level of
1mports ’ ' ‘
: NS o
The next step therefore is to 1ntroduce a

llmlted 1nput—output pro;ectlon whereby demand will be
dlsaggregated 1nto varlous d1fferent sectors e.g. " food,
consumer durables etc, ' In the case of Ireland a 14
sector table would be su1table the sectors being -~

grlculture; food process1ng; drink, tohacco clothlng,
chemxcals{ metals and machlnery, vehicles' other 4
vmanufacturlng, construction fuel and power transport
trade and serv1ces and Government admlnlstratlon ‘and
defence, the last belng a "dummy" sector (i.e.no inter-
1ndustry relatlons) 1) The assumptlons of 1nput output
.relations are necessary 1n any case whether an expllclt-
table be used or not, Unfortunately the only Irlsh
'1nput—output table extant is that for 1956 ; .changes,in"
technical coefficients have obviously taken‘place; but
lack of 1nformat10n on this subject makes the 1ntro—
ductlon of such changes dlfflCult though adjustments
of the coefflclents to a more recent year can be made)”

thls may. make for errors of consxderable magnltude.“

ThlS problem w1ll be dlscussed 1ater

8. A more fundamental difficulty, however lies in
the very nature of this type of projection;ygqinﬁorder '
to project the structure of:the_economyyin terms of
industrial outputs, it is necessary to dlsaggregate final
demands amongst{the,ﬁl4),differentisectqrs,:‘~Now since
consumption and government ‘expenditure are esthates; '
derived as functions of income, 1t is possible to
‘-ddisaggregate these respectlve totals with the help of;:
demand studies and other data; .1nvestment and exports
.on .the other hand, are not estimates but reS1duals" -
their levels are not functions of income but statements‘
of whati exports -and investment must be to sustaln the
~postulated level of income., For example .the requlred"
level of exports®might be £300 million F181nce this 1s"
not an estimate or forecast, there is no accurate way in
which this £30C million can be divided up: .amongst the
various: exporting 1ndustr1es . This in turn means weJ””

cannot properly disaggregate total final demands, and hy
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thls”means calculate requlred levels of output 1n ;{ffﬁ;“
dxfferent sectors. If a country's exports con31sted of

only one or two commodltles, then of course thls problem\

would not arise, or could be dealt with falrly - ;
satlsﬁactorlly, but thls 1s not the case 1n Ireland"or
if’ exports formed only a small proportlon of GNP and the
output of each 1ndustry, then they could be dlstrlbuted .
amongst dlfﬁerent sectors in a falrly arbltrary manner,

. cs
P i

-since the errors in the results would be very small

§ i

Again th1s is . not the case 1n Ireland where exports form'

some 40%rof GNP,Aand thus the way 1n whlch exports mlght}

be:: dlstrlbuted amongst dlfferent commodltles would
«slgn1f1cantly affect the results, 1n terms of levels oE
'fbutput employment 1mports for further productlon, etc.E
Unless -an . 1ndependent forecast for exports ‘in 1965 B
fhappens :to, approx1mate to the "requlred" level resulting
ErOm the ;. pro;ectlon,:lt 1s hard to ‘see how th1s dleLCulty

“can. be ; resolved 1n .a way whlch w1ll make the 1nput-output ;

/pro;ectlbn useful

Py

31nveetment .although here the llmlted number of pro"x
goods 1ndustr1es 1n the table (two plus constructlon)”

suggests that the. dlfflculty here may not be 1nsoluble‘h)

on the output ‘side.

.kgipﬂﬂconeumptionﬁ,,r;,_W

o ) Though we ‘can’ say that consumptlon and 1ncome

:gare functlonally related “the Varlety of theoretlcal
assumptlons whlch can ‘be used to "explaln" ‘the relatlonshlp

~some 1ndependent some mutually exclu31ve poses a ‘wide

ﬁrange of ch01ce as to the exact ‘form of" the Eunctlon.fﬁ’ The

maln 1nterest in establlshlng ‘a’ relatlonshlp 1 ‘to estimate
<,the marglnal propen51ty to consume (MPC) the relatlon .
f:hetween 1ncreases in 1ncome ‘and ‘increases 1n consumptlon.°
Am theory,'lt 1s generally"held that as income: per head
mrlses the MPC falls,:so ‘that if GNP rises; faster‘than ’
'populatxon, aggregate consumptlon falls proportlonately to

: GNP,

RS As Table I 1nd1cates, however this'doeswnOtf"
,appear to be the case. 1n Ireland Wherefover‘anﬁeighte*‘

S S IR
PO T
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’year‘period‘censumptionlflucthated but;shqweqiﬁg mgrked -

trend downwards as a proportion of GNP.

Table I -~ GNP and consumption 1953-60
(1953 market prices).

.. -~ - . Personal : . T, k

(€ mil1) Co?gu;:gﬁf;n (237¢1)  one
1955 s25.6  389.1 0740 100
1954 532.4°  .397,1 0.746 - .101.3
1955 . 541.9 . 416.5° © 0.769 . 103.1 .
1956 533.7 . 404,0  0.757 1015
1957 540.5 5396.9 0.734 - 102.8
1958, . 519.8  401.4°  0.772 98.9
1959 543.4° . 407,7 ~ "0.750° . 103.4:

1960  571,0 . 428 . 'l”;bjiso‘ zu_108;6¥

A linear regre331on of consumptlon on GNP ylelds the equat1on

C = 0.7 + 0.754x o
(2) di.es € = 0{254x_ (x = GNP).

The parameter 0.754 'is almost exactly equal to
the average consumptlon/GNP ratio of col. (3),‘whlch :
is O. 752. ‘ U31ng these two flgures aa'approx1mat10ns,
the APC and the MPC aré equal in Ireland's case. Attempts
to calculate the MPC on a year to year basis proyed
unsatisfactory; either‘from the'original data or Erom 2-

and 3 - year mov1ng average values.-"In a~majority of

years,'the change in consumptlon was greater than the change '

in income ~'1n the other years no con81stent relatlonshlp

could be discerned,

( There are several p01nts Whlch should be mentioned
with respect to thls ‘¢alculation. . ,Fdrone thlng, GNP did
not change very much over the relatively:short perlod

under con31derat10n, dnd therefore it might .be -expected the
APC would remaln Fairly constant and that.no dlsqern%ple
‘trend would be observed in the MPC -~ against this however

15 the fact that populatlon declined over the perlqg“ s0O
that GNP per caplta rose Faster than GNP. -, Nevertheless,‘
rthe 51gnlflcantly greater increase in GNP postulated for

1965 might have effects on the MPC not prev1ously eV1dent.




‘w,consumptlon 1n 1965 1s 958Om.4_

‘averages did not sen51b1y 1mprove the 81tuat10n.

be used Eor the prOJectlon of " consumptlon.

‘case equatlon,(S) becomes relevant 1n asse351ng the

posslble effects ppon, consumptlon. h P0531ble causes of

‘for consumptlon 1ower than:thls.

‘Another objection is'aéainst the'ﬁse of GNP’as‘

the 1ndependent varlable, when'dLsposable personal 1ncome

would appear ‘to be the‘more releyant‘varlable. A;Slmllar
calculatlon was therefore made for the llnear regre851on
of consumptlon on dlsposable 1ncome, and ylelded the

equatlon

(3) C = 50.4 + 0.808X (X = disposable income).

et . 3 F . - ‘«: .

Once agaln the year,to year movements in

consumptlon and disposable 1nc“ e were erratlc 1n relatlon

to one another,'and the use of 2 and 3—year mov1ng

If dlsposable 1ncome is accepted as ‘a more

valid determlnant of consumption than GNP, - then it shouldf

‘ Thls, howe er,

‘is not p0351ble smnce we:do not know dlsposable 1ncome iR

.1965‘" if we assume the ‘same’ average relatlonshlp between

disposable 1ncome and GNP in 1965 then the sane answer
will be obtalned by exther method To do thls would

31nvolve”the assumptlon that "o change would ‘ocenr in” the £

EactOrs,determlnlng dlsposable 1ncome = namely undlstrlbuted

profits‘and dlrect taxationi . Thls assumptlon will be. made

;for the 1n1t1a1 projection, but there are . reasons why

changesumay occur 1n both these factors 1n 1965 ‘and in this

1ater.

FCEYE SRS I ST R PR T 3 S T A SRR S g
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U81ng an, MPC of O 754 therefore,'estlmated

e

but pollcy dec1s1ons‘a

by bu81nesses and Government may well_result 1n a flgure‘“

P
AN - ‘f:'

BERTENS

. 10......Government current expenditure

,real functlon of anome 1n the same way as consumpt10n.»
Wlthln llmlts,xa Government .can dec1de upon . certalnv '
~to finance. it, LA large proport;on of Government,

_slgnlflcantly as. a result of downward movements.ln the!;”

~level of 1ncome.‘

1 . N > - ) . .
L AR ! » SRR T R

Qulte clearly, ﬁovernment expendlture 1s not a”

A N
b ¢ yit i

level of expendlture and. then set about ralslng the funds

expendlture is flxed 1n real terms and although Government

.)' "i




In a deveLopment plan,va ris 1ng share of
Government expenditure relatlve to other forme of
expendlture might Eorm the b8318 of the plan,‘ln termsl
of current and capltal expendltures. Thus there is -
no funct10na1 relatlonshlp between 1neome and Government
expendlture, end no reason why the latter should be taken

as a flxed proportlon of the former.

As a reeult of enqulrles made ‘in connectlon
w1th the second Programme for Economlc Expan81on, however,
it was 1earned that the level ‘of Government expendlture
was to remaln proportlonately the same in relatlon to
GNP throughout the perlod under con31derat10n, for
prOJectlon purposes, and s0 th1 has been done here.

Vin the yeersvi§53F60’yfheﬁehere of current’ 2

Government expendlture 1n GNP Varled between 10.3 and’ "
| 10.9ﬁ_ w1th ‘a mean-of 10 7&.’ Adoptlng this fiétre for '
1965, then, yleldo a total of ‘£82m. for that year.' ‘In
the pro;ectlon, this flgure Of ‘£82m. can be regarded ‘ag

"given,"

11.  Imports

Assumlng a rlse of 16% in ‘GNP between 1961 'Y

.endw;QGS what would be the llkely trend ‘o 1mports° oo

_ The 1mportance of 1mporta'1n the Irloh economy,

end thus thelr 1mportance in’ any development programme,:'

may. be 1llustrated by Table 2 below. ' o ' o
Table 2 - Levels of and changes in GNP and
T imports 19538-60. -1953 market prices

(1) (2) (3) - (4). (8) (6) . (7)

. . oL 2) as Chan e % . % change
GNP  Imports (')%' ggagﬁg 1ng ohange"‘ in ®
oo o of 1) T .7 imports . in GNP imports
- £ million £ million :
1953 525.6.. 205.2 39.2 12,9 22,7 2.5 S 12.4.
1954 . 532.4 . 201.5 37.9. 6.8. =3.7 ' 1.3 -1.8"
1955 541.9 . 223.9 41.1 . - 9.5. 22.4 1.8 . 11.1
1956  533.7 196.7 36.4 -8.2 -27.2 -1.5 -12.1
.1957 540.5 -~ 186.6 - 34.4 - . 6.8 -10.1 1.3 - 5,1
1958 © 519.8 205.1 _ §9.5  -20.7  18.5 -3.8 9.9
1959 . 543.4 225.1 °41.,3  23.6  20.0 4.5 9.8
1960 571.0 237.0  41.7 27.6 11,9 ' 5.4 " 5.3

Seurce: -~ National income and expenditure 1960,




_ Y0 o

: The arlthmetlc mean ratlo of 1mports to GNPrj

(col. (3))"15 58 9%.for tﬁe perlod under rev1ew,,\ifyy

‘1956 and 1957 are excluded due to the 1mpos1tlon oft‘.

SpeC1al LeV1es 1n 1956 the ratlo rlses to 40, 1%y and 1t
can. be argued that thls 1s the more "reallstlc" flgure.(l)

Cols. (6) and (7) show the percentage changes 1n GNP and

imports for each year, agaln,llf 1956 anad* 1957 are
excluded, a Ealrly clear plcture emerges.' In 4 of the
6 years,_changes 1nts*? VLY a'*n :;%w;\d by a more than

' ,proportlonate change 1n the level of 1mportsi— 1ndeed 1n

ftwo of these cases the absolute 1ncrease 1n 1mports

',exceeded that of GNP, and’ in’ ‘a’ thlrd was almost equal

In a flfth year 1mports 1ncreased by almost 10%,;wh11st
GNP fell and 1n one year a sllght 1ncrease in GNP was' .

accompanled by a small decrease in" 1mports.' The rather”

d1verse relatlve movements, and the break 1n contlnulty

‘caused by the Spe01al Lev1es, makes any pre01se 4

(mathematlcal) relatlonshlp Wthh may be calculated between
movements of 1mports and movements of GNP, of rather 'f »
llmxted value when based on past aggregate movements.‘z)
12. * Bven if this were not so, however,vIreland‘sf'
possible entry into the E.E.C. would almostvcertainly;

mean a change‘(rise) in the proportion of imports“tog;hi“

‘GNP - otherw1se h1gh tarlffs and quotas would be

unnecessary. Attemptxng to estlmate the level oE 1mports

if Ireland (a) enters the E E. C and (b) abhlewes a 1evel

fof 1ncome of £770m. 1n 1965 ‘lS more than 31mply a ‘matter

of trylng to estlmate how Irlsh bu51nesses face up to open

ERI A ik

,BurOpean competltlon 1n"the1r own market Approx1mately

60% of Ireland's 1mports con 1st of ‘materials Eor further

‘productlon, much of whlch 1s processed by export1ng firms.

jrjcompetltlon
“whilst the

Irish exportiag flrms;wx

in the formerly preferentlal Br1t1sh market

'future of foreign- owned flrms, 1nduced here by flnan01al
con31derat10ns and by preferentlal entry 1nto Brltaln, 1s

"~eveh less : certaln..! As agalnst thls, Irlsh flrms w1ll galn

I I

T3 .J. R

"(1) Spe01al Lev1es were malntalned«after th€ e 2 years,
‘but quotas were probably eased; and the. "shock" effects

l

of the Lev1eslhad probably worn off by 1958
" > b &" 4 N '-.

(2) .In an unpubllshed paper’ﬁi grthh model of the Irlsh

Econgomy" Dr R.rC Geary has’ examlned”movements in . aggregate

imports and growth 'in ‘GNP for 20 difflrent countrles,i_

showlng a cldse statlstlcal relatlonshlp between the two

aggregates in' all cases. i

v oL, :
Ly [P - I R L

oLyl
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greater access to. the preséint B. g87C. 'Sountfies, and will

w_nlmprove their relative competltlve p031t10n vis~-a-vis

.Commonwealth.: countrleo and other’ countrles out81de this
Customs. Union. - The level and pattern of 1mports of
materials for' further production, therefore, may undergo

considerable change between 1960 and 1965,

.. On the-other hand imports of finieﬁed‘goodsu
;and imports of.capital goods-are depeéndent upo¢ quite
- different factors., - Any/consistency in importé”oédfihished
goods is likely to :be related to GNP or diaposebie‘inoome,
whilst "imports.iof :capital -goods are clearly related to the
.»level :of investment.in industry. "For these’ reasons four
separate calculations -have been made with respect to"

imports i.,e.
’ e ~_‘-.!.=!5.

(i) 1mports of materlals for further productlon* R

(ii) 1mports of flnlshed goods P R I TR

(idid) 1mports of capltal goods:,

s %

(iv) other 1mports ~ tourist expendlture, outflow.
‘ a of proflts etc.

13, ' Kiy Imports of materlals and semi - flnlshed goods.
Using an 1nput output model thlS figure would’ emerge

as a result of’ calculatlng 1evels of output for the L
different sectorr of the economy, at the moment ,

. however, this method is not avallatle, since the pattern:

“of final demands is’ not’ yet known. For ‘the present

.“ftherefore, we can only estlmate roughly the level of

such imports to produce the glven aggregate 1eve1 of
output, and then modlfy the flgure when we come ta, make .
the input- output calculatlons for 1nd1v1dual produolng

_sectors.

'Teble 3 - Impofts oﬁ,faw~matemialsu19&3—61

(L) .. (2). a4B) meday 0 o (5

C : Whole- Value ) Import Vol., Index of
*Year ‘Current:? sele " at 1953 - Fndex Productlon
Values . .price prices  (base-1963= transport-
Index 100) able goods
1953 111.1 100 111.1 . 100 100
1954  111.6 '98.4 - '113.4 102.1 103 .3
1955  128.7 - 100.06 . ~-:128.7 - 116.8 ‘- 107.5
1956 111.7 106.3 = 104.6 . . 94.1 -+ 108,33
1957  114.0 112.4 .101,4 . 91.3 ¢ 10405
1958 122.0 109.0  111.9 99.9 106 .5
1959, - 134,1  107.5  124.7 i112.2 117.3 -
1960 . ,.145.1 : “108.2 - ‘134.1 ¢ “120.7 ° 121.9
1961 162.9 108.1 150.7.n.... 135.6° ~ 136.8%

Soupces. Irish Trade Journal Juwe: 1960, Sept' 1961, "
o March 1962 Natlonal Income and Expendlture -1960.

* Prov151onal




The last two: columns of Table 3 permlt &
icomparlson of movementSaln ‘the' volume of productlonrln the
- ,
transportable goodsglndustrles and the volume of 1mports of

raw materlals. , Not surprlslngly, they move in. the same.

dlrectlon.jh What is: ;of some 1nterest 1s the:fact that.
»changes 1n the volume of productlon are accompanled by
greater than proportlonate changes in 1mports suggestlng
that the expandlng 1ndustrmes are. those whoso products :
have'a hlgh 1mport~content This," agaln, though not an.:;

'astonlshmng hypothe81s, has iobvious’ 1mpllcatlons (1f true)

Lofor future expan31on 1mports of - raw materlals are

nllkely to ‘rise more than proportlonately to: GNP, 1n the‘
event’ of a Sﬁ per annum growth ThlS is. one ‘of the Eacts

'wh1ch should emerge from: .an 1nput output pro;ectlon.“umwﬂi

In the knowledge that 1mports of goods for o
further productlon and raw materlals wlll rise pari passu 5
-with manufacturlng output 'can we make any sort Lof pre01se
estlmate of the level of these 1mports in 1965 on the

basis of our 3% aeeumption? There are several factors to
be borne in mind here, of a negatlve nature W1th respect

to the problem., The . most obv1ous gne is. that, although o
‘n 16%. overall"” 1ncrease 1n GNP has been.postulated we do,ih,
not (yet:)-know" 1ts llkely dlstrlbutlonfas between the ‘l;l,ul
“different major categorles of GNP da.e. agrlculture, 1ndustry,
- services etc.~» Thls problem ex1sts because exports, wh1ch

form 8- large’ proportlon of output are not an estlmate but a

resldual,;tem, croatlng the dlfflculty dlscu33ed in 8 above.w

Pt SR . . . (.‘-“‘
PR
v N

Even 1f a guess were, made as to the relatlve\'K.fwﬁ.

3 ,5,,,;

movements\of the major sectors, this" would Stlll be , e
insufflcxent.v For example, it mlght be estlmated that the
growth of output in the transportable goods 1ndustrxes would
be about’ 20% but s1nce the 1mport requlrements of. ‘.each
sector w1th1n the transportable goods 1ndustry 1s dlfferent
A'and there w1ll ‘be. dlfferences 1n relatlve growths of. output

between them the exact level of 1mports remalns unknownr

To drlve a. flnal nall 1nto the coffln of

R

statlstlcal accuracy, the relatlon between 1mports and:
manufacturlng output has been and probably w111 be,
1nfluenced by tarlff levels and quotas.,- For: 1nstance,_a o

rise in. the prlce 1ndex number whlch 1ncludes customs duty, RSN

is’ notlceable-ln ‘1956~ 57'- the rise- 1s much more marked -im

the base of flnlshed congumer: goods (Tables 3 and 4):157:

-HThe Spe01al Import Lev1es, as well as quotas whach ‘d ot not

c:reveal themselves 1n the tables, clwe ly affected the
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i

volume; of dimports. This makes 1t dlfflcult to arrlve at
any precise mathematical relatlonshlp between output and .
imports, and it is difficult. to say what the quantltatlve

effects of a lowering of tarlffs and ellmlnatlon of quotas

e .

will have in. the future,

Desplte these obstaclesz 1t 1s nevertheless

R T ]
?‘i',:

necessary to make. a prev131onal guess as to the level of
these imports in 1965 .. For. unless thls is done, we cannot
arrive at the important aggregate, namely "requlred level of
exports" which is to form the target figure for eXpan51on
of. GNP. Furthermore lf "requlred exports" could be S
dlstrlbuted amongst the dlfferent sectors accordlng to the
most likely trends, then a pattern of "flnal demands"‘can be
constructed: from thls, a pos31bly more plau51ble flgure for
imports can be calculated .. Thus by a process of reiteration

we., could theoretlcally arrlve at a reasonably accurate estlmate.

15, ., . ' Between 1953 and 1960 the volume 1ncrease in
industrial (transportable) output (21 9%) was 24 times

r greater. than the increase in GNP in real terms (8. 6A).

Agriculture, much more erratlc in performance, made notable
,,contrlbutlons only in 1957 1959 and 1960 in overall terms,
this sector has just. kept pace with. the r1se ‘in GNP."””' i
Although the future is not unhopeful .1t is unllkely.that |
agriculture could be looked to as the driv1ng force behlnd

the postulated 16% increase in GNP in 1965, - (In realitﬁ)

of course, At may be that agrlculture will determlne the

actual rate of growth of the Irlsh economy) Assumlng

a small but steady growth-lnwagrlculture, therefore,

industrial expansion will have to be in the region of 35-40%
between l960_and 1965.  What'does this imply for imports?

In thé.-years of "recovery": 1957~ 8' ‘58-~59, 59~60, imports

of raw materials roce twice as fast as the overall level of

output -in transportable goods 1ndustrles,-\ Though a period

of 3 years may be'insufficient to smopothe out the effects

of stock<piling, it would not seem unreasonable to assume

that an increase of 35-40% in output would be accompanled

by a rise of 70-80% in.raw material imports, Although the
change-in the index for imports and output is rOughlyﬁthe

same between 1953 and 1960, we have postulated that,the

expanding industries are those with a high import content.
"%?Eustained;increasevin the .output of; these industries,
'therefore;*Wbuld’almost certainly pueh thé volume index for
"1mports ‘much hlgher than that for transportable’ goodsiu,

“‘output as a whole.!

Ea
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16. A rlse of 75% in’ 1mports of seml—flnlshed
products and raw materlals would ralse the level of such
1mports, at 1960'pr1€es, ‘to £2$3m.~r No great 1njust1ce ‘to

accuracy would resultfln roundlng thls flgure to £230m.“5'

rne extremely Hentative ‘nature 6f this flgure cannot’ be e

over- -emphasized. . We ‘do _not know‘the“exact contrlbutlon

"whlch the 1ndustr1al sector w111 make towards the 0verall

rate “Of" growth-*;W1th1n the 1ndustr1a1 sector,‘we do not

kn'ow the' relatlve contrlbutlons olp each 1ndustry toWards ‘the .

‘Future would probably have a 31m11ar effect in the Oppo ite

‘ovérall flgure, and the structure oft 1mports may change ‘in

"such ‘a way ‘as to 31gn1f1cant1y alter thelr cost in’ elther'

dlrectlon.

P e . [N IR Loy e . R WA caan T [
R RS [P S B , 4 I I SR B R S L 3

'fi7a (id) Imports of flnlshed goods.‘j Though also subject
Cto ‘error, the marglnal propen81ty ‘to' 1mport (MPM)
"theoretlcally presents less dlff1cu1ty in estxmathn,‘since
g 91Mpler regr9331on of past aggregates could be used to

‘Porecast the likely ‘tiend in the' ‘Putiure, Once hgain,

however, the alteratlon of tariff 1evels and quotas poses
difficultiee, both from ‘the p01nt ‘of" View of’ estlmatlon

based on past data, “and’ from ‘the! poxnt of* View of Futiupe!”

‘pro:ectlon." Thus, ‘a’ drastlc rlse """" “the tariff on' many

commodities din 1956 ‘reflected ‘in’ the price" ‘inde¥’ t&able 4),

“Heut the’ volume of 1mports very sharply, and’ automatlcally

changed the relatlon between dlsposable 1ncome,fconaumpt10n

and impoirtsi’¥ @Ana’h reduction” in ‘tariff 1evels in"the’

2

Y 1 £l ||‘<’Z \sr i H ._;‘.‘.f

dlrectlon.

R M g .\./.?‘_‘:',"T.ve‘,;;xu Bl

Table 4 ~Cohsumption’ BExpenditure and Imports s
e oo OF Fxnlshed .Goods 1953 60 L e

T T L S S 00 prise jndex

, ,{}.‘_“fi;}? Do 'C9n8umptlon' ‘,".1 . Imports -'f} (J.mpor:ts )

S ;. 19531 i"\f‘!'(»'-f:;. 389.1' ' ‘ £ 45 5 ='l.':A§H=.' ‘100 O'Q'

1954, - 039761 ~,é-w:42;7niﬁ. ff,;¢1109!34~f~&ﬁ:
4955 . 41645 i 14704 _:,:AﬁgQ192;§f;n:g
';:1956;ﬂ . mn40454¢ RE L rf,3532qf ;_,;ng;fxliﬁfﬁ;gagnﬁ
L1957 v LB96w9u o e 3348 2 .o 123420 . i
1958 ... . 40L&, .. 1283642 5% oo 2120500 . .
1959 o 140747 e s {53-“8 r ,116,0C:
. 1960..- «e,ﬁn»42§so»- S Jﬁéoysu,;ﬂiaﬁagnel;éyﬁy,.@a

T R B ~,i.",—“r:'$ RV Y.-»-} -ii, v !,

R Lt T TR IR P ',': [ERCR
, A regressxon of 1mports .on, consumptlon expendlture

for the..years: 1956604 e.-after the 1mp091t10n of Spe01al
Levies, results in a MPM of almost exactly: O 20 or.ong. flfth.

Since any change in tarlff 1evels in the next’ few years is
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.Lev1es of -1956 had llttle or no effect upon the price of

. 15 -

llkely to be downwards, 1t would seem that this should be

the mlnlmum estlmate for changes 1n thé level of' imports: in
1965 It w111 be observed that' a change of almost £20m, in
consumptlon expendlture between ‘1954 ‘and' 1955 was accompanied
by a change of alm0¢t £am. in 1mports, a MPM -of approximately
1/4, It may be that thls 1s a more. 11kely coefficient,
(Admitfedlx, in 1953 54 1mports fell ‘whilst consumption .

v

expenditure pose)
If we use thé_mihihum coefficient of 0.20, the

estimated rise in'consumption expenditure of £152m. will

include £30m, of imported consumptidn‘gdods, raising the

total ievel of such impofts'ffom £40. émi in 1960 to‘about -

£70m, 1n 1965. _ A change in tarlff levels would in all

like llhOOd increase the MPM however,'and ‘result in a

{level of 1mports aeveral mllllons in éxcess of £70m,-

,."_\ P . . .
: Eeetyr o

18, . kiii)-IaportéwerEapitai goods.’ 'As''ih the'taske
of finished'goods, there has ‘been a Eairiy“éohsiStent SRR
though 1mpr901se relatlonshlp between 1mports of capital
goods ‘and gross capltal rormatlon ovér  the: past’ few years! "
the ratlo of 1mports to total 1nvestment has ‘varidd ool
between 0.6 and 0. 7 (Table 5) MoreoVer, '‘the ‘Special -

1mported capltal goods. SR A S . : " ,;?

B Table 5 — Impefts .0f Capital Goods and part
S - of Gross Fixed Capltal Formatlon*

LR AN

(0 T ey

, : Iﬁports at 1(i953.ppi5éé)' h Import

Year - 1953 prlces' Capital formation:; Price index

1953 20.9 30.3 - 100, 0-
1954 19.3 33.7 100.9
1955 19.1 S gglol L 406.0

1956 . 21,6 .. 50.8° . 109.6 .-

1957 . - 17,7  v,'{: »27,%3 o 113.8

1958 19.9 - . :32.1"  114.9
1959 21,0 525" 115.5 -

1960”A.' 20.8  34.0 116.3

% “The "gross" figures for capltal formatlon 1nclude
.. .only capltal formation in the form of transpdrt .
equipment, agr10ultural machinery and other machinery,

4+ . Roads," dwelllngs and other constructlon haveé been

wexcluded as such capltal 1s not dlrectly 1mported

,:'_!\,, o
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R a IE no great change were to be expected in. the

‘rate” of such 1nvestment ;therefo eL.we could estlmate thef

“level of 1mported capltal goods 1n 1965 on the assumptlon

U £hat the ratlo of 1mports to total 1nvestment (as deflned. -

"'*above) would remaln at about O 65 The calculatlon of.

[such 1nvestment in 1965 however poses dlfflcultles ;~;;:

mentloned 1n the 1ntroductory part of thls paper, 1n ;ﬂf‘

>add1t10n to certaln practlcal dlfflcultles s1m11ar to

those ralsed by the estlmatlon of raw materlal 1mports.‘

I

That is,’ the capltal requlrements, and present capacxtles,

 of each 1ndustry dlffer, S0 - ~that the level of 1nvestment '

requlred to- 1ncrease output to 1965 levels depends upon
the share of each 1ndustry 1n ‘this: expanded Output'4‘;g:@A

relatlve shares Wthh we do not yet know.* 1_:f;‘ RSP E

Even‘if»this'obstacle7could'be surmounted?l

however, the more fundamental one of. how to "estlmate"

‘the Ievel of gross 1nvestment 1n 1965 remalns. _ pstlmatlon

-of the level of capltal 1mports, therefore, must wa1t

»abroad and outflow of d1v1dends and proflts,

until th1s problem has been tackled oL ;;ix; '*’idgg

ch " B At

19. ‘(iv)i“Other" 1mports, malnly tourlst expendlture

”ave bee,

the 1953-60 flgures.‘ In total they amount'to m44m.~

,Both the ma1n categorles of thls totalwhaveﬂlncreased at

“a steady rate” since”1953

’der (£5 Sm )

”amountlng to. £_.§1mw11n 1960 in
a total of £37. 4m. for "other" 1mports.:> The mlnor 1tems
t£3. 3m.‘1n\1960) have also shown a slow but steady increase
since’ 1953.‘: Thps the £44m.=1s composed of £22m. fior. out—
flow of proflts and d1v1dends (£18 9 m, din 1960) * 918m.

for tourlst expendlture @15 2m. ),1and £4m._for the remaln—

20; “JGrobs capital'formation. In con51der1ng gross>

"capital formation, and later exports, we come "to the. tw0'

\gcruc1al aggregates in the pro;ectlon, ‘as far as the

ity

achlevement of the postulated level of 1ncome is concerned
For 1nvestMent and exports ‘are not, llke consumptlon,

functzons~of;the level of GNP i.ew determlned by GNP 'but“

¢

'::l

determxnantsfof 1ts 1evel.., leen the level oﬁ GNP, the

MPC 1mportswand Government expendlture,‘there 1s

‘level of thé aggregate (1nvestment plus exports) requlred

to achieve this 1evel~of income: . Thus.aplan. des1gned to
achieve‘a 1eve1 of GNP of £770m, in 1965«h1nges upon cert-,

ain targets set for these two independent variables,
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In thls exer01se we have started off with a
postulated flgure for GNP,&and have derivéd from it
consumption, and Government'expendlture. : Imports have
been only partlally calculated however, uince imports of
capital goods are dependent upoh the level ‘of gross invest~
ment, which is one of the 1ndependent varlables.' For this
reason, if no other, 1t would be necessary to estimate (or
guess at) the- composxtlon of the residual flgure (1nvest—
ment plus exports). as between its two components, but
there are two other obv1oustreasons. " Although the
generation of income mlght be equally effected by me&n's
‘of.1nvestment-expendlturemor exports, there are two
constraints whicn.must affectythe'combosition of the demand

o
equatiqns.

. ,;=i s

21, .. - The Elrst 1s that whllst 1nvestment is ‘a’
constltuent of demand 1t ‘is also a constltuent of supply.
‘Thus a certain mlnlmum level of 1nvestment is necessary in

order to supply the postulated 1ncrease 1n output”

22, The. second constralnt 1s that of the balante of
., payments. It may. not be de31red or even posSible,’tow'
maintain a balance on current external account, bit there
are clearly llmlts to any def1c1t oet by polltlcal
cons1derat10ns, e, g.‘the avallablllty of external assets
..and, borrow1ng powers. : However, since thls paper concerns
itself only with the "1mp11cat10ns" of ach1eV1ng“a'partlc—
ular level of GNP, and not thh the question of whether it
is possible or not no attempt is made to forecast exports.
If we calculate 1nvestment ,or postulate 1t,-eXports must
be a particular level to sustaln the postulated level of

", GNP i.e. to balance both sides of the identity equatlons

1) [ page 3] If 'the progectlon is to comeﬂtrue,,then
policy measures must be directed;towards achieving'the-

."calculated" figure of investment and the "residual"®

. figure of exports; of the two,_the latter figure is more i

, important, because of the balanceaof payments, ' '

.23, Investment then, is not{an estimate in the
same way as was consumption, Government expendlture and
1mports. T It is a calculation of the mlnlmum level oE A
investment required to supply the postulated increase of
16% in output, ' In-addition- it 1oynecessary because it
enables an estimate to- be made .of 1mports of capltal
goods, and it provides.a resldual flgure for the level of

P

exports’ requlred ‘to sustain-.the postulated level of (}NP.~
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For purposes of calculatlon, it ms'convenlent

to regard deveral dlstlnct categorles ‘of. 1ﬂVestment'“”'""*'

vnamely, Government capxtal formatlon 'other bulldlng and

I S

construotlon,\capltal formatlon in 1ndustry, agr1oultura1

1nvestment and stock 1nvcstment. "‘fi N : ”iu”f“ﬁff
i’ Ve ,‘7 . '_;;:‘!'»,",' s “ i N K B

24. R (1) Government capltal Eormatlon.:’ Table (6)
relates capltal formatlon by publlc authorltles to ‘GNP..
for the perlod 1956 60 ‘at ‘éonstant (1956) prlces.:ﬁiThefg
prlce 1ndex used was derlved from Tables A 10 and A iﬁofﬁ

the Nat10na1 Income and Pxpendlture book 1960 ‘relatlng|to

;expendlture upon dwelllngs, roads and other conotructlon,

1
i

approx1mate1y 40& of' Wthh is- publlc authorltle ‘expendlture.
As a percentage of GNP ~public authorltles capltal fﬂ*ﬁ“
expend1ture shows a remarkable conslstency for the perlod
1957 60.» Pr VlOUa-tO thls, i, e. from 1953=56 ‘“the flgure-
of 4 1p was a more representatlve estlmate of the’ e
proportlon of Government cap1ta1 expendlture dn GNP.,’fThe
fall £rom 1957 onwards Was an’ 1mportant result of the =~

adoptlon of the first Programme for Economic pran81on, in

"which a reductlon in’ so—called "non productlve 1nvestment"

was a major pollcy alm.‘ Slnce‘lt was 1nd1cated[ ‘10, page‘
11] that Government expenhlture ‘Wa's' to remain.“a constantffih
proportlon of GNP in the years ahead the flgure wof. 12, 9%,
has been used to calculate Government~cap1tal exp ndlture

1n 1965 N Thls glves d flgure “oF- w22 3m.'at 1960 prlces,

, PR T ey RIS N
1 [ A R i ﬁﬂ -«T'abl»e.- 5 .o “ _;! R O A
; Publlc Authorltles' Capltal Fermdtion -as a«‘?jﬁfﬁ§
i SRS Proport1on of GNP . 1956— 60, L
STYE D N T €T T T B
: R EE i
Price, 1ndex ... Govt, capltal . Govt, capital. As a 7 of GNP
(1953 = 100) : " formation "’ ¢ 7. formation. _ :
L lat market prlceSQratg19$§¢pr;ces‘~at 1956 prlces
1956 106 BT g g e gy oy e
1957 7 d1n.a T T azssn o DT 29
11958 113,70 Ve g 14,90 L 209
1959 110.9 . 17.5 . 15.8 2.9
1960 111 9"'" e 1‘3.‘3 SRR 164 2.9
hiSource : Nat10na1 Income & nxpendlture 1960 ;Tapies innli&& 14,
‘25. e (11) ‘Other. bulldlng and constructlon.t:bfhe

nature ‘of. Government oap1ta1 expendlture is. isuch that in

X3

calculatlng ite level :in 1965 no. attentlon neeo be pald

to the "dapaq1byzconstra1nt" mentloned 1n 21 above., For

R A

although such expendlture is a constltuent of final demand
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and 1mportant as regards generatlon of incomé, ‘there is no
close direct 11nk between the level of such expenditure and
the supply of goods and services for consumption, Thus. if
Government direct expengditure 1s»to play a pa331ve role, it
does not seem unreasonable to regard it as dependent upon’
the level of GNP. T e e :

t

TQ;S lack of relationship‘betweed Jcapacity"ﬂgnd
total output of goodsvend services aleo‘partially holds for
"other building ‘and coﬂstructien" For example, there is
no obvious‘%ink between the construction of prlvate dwelllngs
and the ability to expand total output of manufacturing
industry,. ‘“The;llnk between output and offrce and factery
construction expenditure is more logical, though the ekfremely
diverse“hature of such expendlture makes it difficult to
connect 1t Wlth any partlcular aggregates' and one may also
take the v1ew that such expendlture is 1nf1uenced by the.
level of- past - proflts rather than by prec1se calculatlons
as to future capa01ty needs, Whllst this may ‘not be ‘true
for new factorles and exten31ons, it isvrnot: -easy; to. link
the future output of goods and services W1th required
capacity for 1nsurance offlcee, shopa, garages, dwell;ggs

and churehes.

'"Féé‘Ehééé reasdns res sort . has been; taken in guees—
work. . “The: arlthmetlc mean of "other bulldlng and °
constructlon" as a percentage of GNP has been 5. 1% over
the perlod 1953-60 Thls represents; in.1966, £39.2m.,
and ‘this flgure has been adapted for the prOJectlon.‘q It
may perhaps be unnecesaary to emph351ze that whllst the
other estimates glven have‘some degree'ef theoretical or
other’ justification, this has, none whatsoever. If a
figure shows con51derable stablllty in relatlon to some
other aggregate over a ‘period, then its projection might
be regarded with -some . confldence, but as Table 7 shows,
there. is’ no partlcular etablllty in the aggregate under

con81derat10n.
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Table 7.

WOther building" .. Index of Index” . Index of
~as a % of GNP building of GNP ' manufacturing

S (1953”prices) " (volume at,. st . . joutput o
R Rk R, ¢ 1953 prices) e S
Sl Wy a0 ao00 1000

1954 55 'fﬂ‘iia.sxjflfloi;shuﬁ.f;\Atosgsa.ht

T .1 doms ¢

1956 f;p,f‘;{fs,eg | 'slf { 118,8 ‘_161.5 'fflt; 105.3

1957 < 49 A0L5.C. 1028 1045

lose L a2 o BB T omo o 1065

B the building 1ndex and elther.of the two other 1ndexes."’:“

L pBe (“f(iif)'Stock investment; ‘ Change'ih~theifévé1?o}i§{’“é“’

1959 \ff_4fs""Tz”l’“f ‘;90.4f"A‘i03;4=31’}'“{117.3v~:f'

1960 . - 45 ,.:A-.xr:§89§iipf 198a4:’:feﬂ‘w12l-957'

¢

Although, not surprisingly, all three 1ndex numbers

tend to move in the same dlrectiOn, there appears to be no

vmeaningful (stable) relatlon between year to year changes 1n

stocks, being of little 31gn1ficance in relation to GNP, need

i
Ty . . H

" not detain us long._' In a- period of steady expansion, noticeable

Tt ,’

fluctuations in stock levels are unlikely to occur, as total

manufacturing output 1ncreases, we shoulc expect a 51m11ar

'1ncrease 1n stocks held,’ th1s has been true of - non- agrlcultural

' stocks over the perlod 1953 60, taking account of a; certaln

H e ot
, . ..J: .

-tlme lag. ' For example, although manufacturlng output rose 1n

1958, after falllng in 1956 and 1957, stocks continued to fall

: 1n that year also and the bulld-up dld ‘not. re-commence until

19595 ‘In the case. of agr1cultura1 llvestock however; exaotlu
the reverse is true. An increase or fall in sales of 11vestock
oT . livestock products has beeniaccompan1ed by a fall or 1ncrease
respectlvely in stocks of 11vestock.e " This has been either a

cause or effect of fluctuatlng llvestock output over the perlod
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reviewed, but it is only possible under conditions of
fluctuating output; if we postulate a steady year-to-
year expansion of livestock output,;then cleérly.we
ténnet:also postulate a.continual‘fall,in'etedke 6&
animals, unlees»such'stocke areé very large in relation

to the postulated iancrease in sales.

. It is likely then that small but | qultlve
‘changes in both agricultural and non- agrlcultural tocks
will occur between 1960 and 1965: on-the basis ef past

movements, the change«is-nnlikelynto exceed £4m,

27, — (iv)_Agnicultunal»machinery;l A postulated
expaneionlin agricultural net output over .a period.of
yeans clearly has implications for investment in o
agricultural -machinery: . if a relation could be establiehed.
between increases in. output and increases in investﬁent;?
_ then,wencould use this incremental capital—eutputlratio
to calculate the necessary level of investment in 1965
assumlng that we knew agrlculfural output in that year.
Untortunately past statistics :do not offer much guldance

in estlmatlng the agricultural capital- output ratlo.A

Table W

Agricultu}él Output>and Investment 1953~-6C,

o -~ Volume index .of _Investmént at
Year ‘'net agric., output 1953 constant
Lo (exc¢l, stock changes) prices
S TR L {‘m. .
1953 1G0.0 4,4
1954° - 0 104.3 5.5
1955 - 101.6" 4.4
1986 - 107.4 ‘2.5
.1957 S 113,90 5.6
1958 e 97.5 ‘ C 5.6
1959 98.6 5.5 ,
| 3.0%

196G . 116.4

¥ Provisional
Sources : - National Income & ExPenditure 1961.
Irish Trade Journal, June 1961,
Outpnt fluctuated considera ably over the period, and invest-
ment displayed if anythlng a steady decline. .lt'is e
difficuwlt in these circums ténees to calculate a capital-

output ratio of any real meaning. Quite clearly machinery

was being worked at different levels of capacity throughout
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the periody- and 1t is™ not p0881ble in these 01rcumstance°‘
to state the level’ of invéestment necessary to- ralde‘“h

agrlcultural output by a spec1fled amount. =<»u; ?;igmuhu

‘ ,Apartcffom this, ‘we return to the recurring
difficulty thet not ‘having - estlmated the- pattern of
~exporte in 1965, we do’ not know ‘the lcvel of agrlcultural
voutbuttingthat/year,c, Jowever, slnce an~increase¢ in-
agricultuful‘output'depends.pﬁimafilyiupon~incfeasing3v5
food exports, it ls’handgto(imagine that total output
between 1960 and 1965 ¢ould’ be increased by an: amount -
much greater than that between 1953 and 1960 iie. 10.4%
unlessgunexpectedly'good"ekportgmarketslpresent?tﬁemselves
“and farmers react to this_in_u’wby'eimllethOnthat5OEf
industrial exporters.f-“At”any'ﬁEte:it'WOuld”seemﬂOVeELf
optlmlstlc to expect an incfeaee‘of over'B%'pef;annuM“
average 1ncrease, “and - a tOtel increase by“1965’of 15%.
Since past 1ncreaees 1n output ‘have been accompanled by

" a lower level of 1nvestment than that of the earller part
of the perlod 1953—60 ithis increase could probably be
achieved" w1thout requlrlng a. notlceably hlgher level of

1nvestment than 1n the past Bearlng in-mind the

«gmurklness ‘of the agrlcultural cryatal ball and the

mystery surroundlng ‘the capltal output ratlo, £5m, seem°

a reasonably cautlous estlmate of the maxxmum requlred

1nvestment in agrlcultural machlnery.

28. (v). Other macbineryzeno:equipment, includlng
transport equlpment In the industrial*sector of&the
economy, we should be able to gauge w1th ‘more accuracy
the increase 1n investment requlred to supply a spec1f1ed
1ncrease in- aggregate output —-though thls 1nvolves an
1mp11c1t assumpt1on as to the level of capa01ty at Wthh
ex1st1ng and past capital stock has been worked It
seema,ﬁalrly clear,.however, that capa01ty use fluctuated
. during this"period', partlcularly in 1956 and 1957
jlnoustrlal production levelled off declined, and then
began to rlse agaln. ' o o

. Table 9 compares changes in annual rates of
1nvestment expendlture w1th changes in the . volume oE nct

output;of‘all industries, for certaln selecteo years.;_
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Table 9. -
Industrlal Investment and Industrial Output.
| (1) - (2)
% increase in investment % increase in net output

expenditure (base = 1953). of all 1ndustr1eo (base = 1953).

1953 prices

1956 ’ 9.3 11.3
1958 16.0 17.7
1959 12.0 50.1
) 196G 19.7 40.0

These figures by themselves do not offer a
very precise measure of the relation between increases
in the level of investment ékﬁenditure and increases in’
industrial net output, ‘but fhey do give some idea of the
rouéh orders'of'maghithdevinvolved, in'1956‘a slowing-
down in the rate of increase of manufacturing output had
begﬁn, so that in all probablllty there was surplus
capacity above the normal., = This was probably still the
case in 1958 and 1959, while the upsw1ng was under way.,
In the following year, 1960, the continued rise in
demand and output required,a'stepping—upuof the rate of
investment expenditure,.so that this laot year is
probably falrly repreoentatlve of the relatlon between
1ndustr1al investment and. industrial output If we
adapt these latter figures for the prqjectlon, then a
further rlse of 35 - 40% (ﬁ.lé) in industrial output
will requlre an increase in 1nvestment expendlture of
approximately 20% over the'1960 level. This means a
level of investment in 1965 of about £44m. (at 1960

prices).

29. The total of agrlcultural machlnery, industrial‘
machinery and equipment, and transport equipment is there-
fore £49m, If we assume a fairly constant relationship
between this aggregate and imports of capltal goods, the
latter forming about 65% of the former, then 1mports of
capital goods amopnt to £9 1m.

30, At this stage it may be usefel to present a
table of the results so far ebtainedZ;in the form of
national income accpunte,'sineelit ié!ﬁow_possibie'to

enter a figure for "required exports'",
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Table .10,

Expenditure on GNP in 1965, at 1960 Prices.

TS S M.
Consumptlon ekbendlture :NWKW”"  :5§0;(498)
Net Government expendlture 2 ()

~""'?’”(,‘vt'oss flxed cap1tal formatlon o "‘fiilq(87)i'r
¢Changes in stocks o B 4:,'4'(9)
"“equlred level of exports" o  ,365 (255)
Less imports. of goods & services | %375 (-256) @

N

The flgures in parentheses refer to the- 1960

categor1es of expendlture.

) ‘_,‘It 1s 1mportant to note that the aggregate
"required level. of exports" is that flgure whlch glven
the»other»aggregates, 1s necessary to sustaln a level of
income, of £720m.~’ It need not be, such as. to result 1n;
eneeqpi}ibripmiin'the balance of payments; “in fact 4
there"is a. deficit-of &7m., whlch is the amount by Wthh
domestlc sav1ngs (postulatea) falls short of the

postulated level of 1nvestment oxpendlttre.

31, Summary.of the,resdlts

'(1)w’1t is requlred to study the "1mpllcat10ns" of

'?vachlev1ng a level of 1ncome of £770m. in 1965

»(Z)F‘The flrst step is to break down thls P77Om. A
' ”>accord1ng to the 11kely levels of major cat—“;

egorles of demand

~(3)',These categorles ‘can be spllt 1nto two groups-
‘ ’those, llke consumptlon, which can be estlmated
~since they are functlons of GNP; " and those,
;llke 1nvestment and exports,'whlch are prlmarlly

exogenous varlables.

f(A)M‘The latter ‘are the 1mportant aggregates,Jsﬁd
' “1t ‘is. towards them that pollcy must’ be dlrected
if the postulateo 1evel of income’ 1s to be

ach;eved.

Lonsumptlon and overnment expendlture were

o -
4 v
"~ s :

~pr03ected on “a s1mple basls,‘ 1mports were
iy oty

" more- dlfflcult ‘expecrally in v1ew "6f Ireland's

~posslble ass001at10n W1th the Ln And no
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allowance was made for changes in the terms
of trade. Sav1ngs were derlved as a residual
from the estimates of consumption out of dincome

and Government expenditure,.

Investment, being an exogenous variable, could

‘not be estimated as a function of GNP, but a

calculation was made as to the minimum level
of investment reduifed to satisfy the "supply

equation",

The difference between the sum of these

aggregatea,'lmporto belng negative, and £770m,

.gave the npesidual flgure" i.e. the level of

'exports requlred to achleve this level of

inc ome .

The most.éignifioant ohénge iv in imports,
and necesaarlly 1n requlred exporta. Imports
rise from 39% of GNP 1n 1960 to 48% of GNP in

1965 requiring a 51m11ar rise in exports in

'order to suataln the chooen rate of growth,

dhether th1¢ can be achleved or not is the
key factor around whlch the achievement of

the proyectlon as a plan revolvea. ,

Clearly the estimates and.calculations, in

particular those of investment and imports,

‘are subject to conglderable degreeo'of error.

For example,'the calculatlon as to the

)requlred level of 1nvestment may be too low,

i’

Thls 1n turn means that "requlred exportﬂ"
are too hlgh, but it also means tbat internal
sav1ngs wouldyfall further ohort of invest—
ment and theré_would be a 1arger deficit in
the balance of payments._ " Or the eotlmate of

1mports may be ‘too hlgh Wthh agaln means

. that "requlred exporté" are overstated The

main conatltuent of the rise in 1mports is

raw, materlals and goods for further processing,

“'and thl AwaQAbased uponﬂan asuumptlon of a big

I

rlse in manufacturlng output by 196 It may
?be that thls r1 e is ove rstated or that the
Apattern of outputs will change towards less

1mport 1nten ive 1ndustr1es.
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(10) Nevertheless, glven the 01rcumstances and the
’assumptlon upon whlch this prOJectlon had to
Hbe made,'thls general plcture may be of some

. use as a Elrst approx1mat10n. The 1nherent
”dlfflculty 1n uslng 1nput output prOJectlon
“for this particular exerc1se has already been
dlscusseo it would seem to the wrlter that
glven the - yltal 1mportance of forelgn trade
fln ‘the Irlsh economy, a progectlon made for

"iplannlng pdrposes‘onould start off from rath

different premises,

If the projectioh'used a forecast of the
likely or even p0351ble level of exports in
. 1965 as the. basls, 1nstead of a given rate of
growth then the prOJectlon would seem not
only more reallatlc but in addltlon more ’
'accurate, since final demands could be broken
. down 1nto sectors*_by 1nput—output methods,
,secto al outputs,‘a large bulk of 1mports,
',capltal requlrements and employment could be
(theoretlcally) calculated w1th greater
preclslon. The rate of growth used would be
(selected as a reoult oLt hese 1n1t1a1 studies,
.1nstead of belng arbltrarlly choOen w1thout

much regard to reallty.

(11) The pro;ectlon suggested a deflclt 1n the
‘balance of paymento of the order of °7m.‘e
domestic sav1ngs were. not qulte suff1c1ent tocf
finance the postulated level of 1nvestment
_For pollcy purposes 1t seems senslble to
lregard consumptlon as a, re31dual and thereforer
this deflclt could be reduced by redu01ng
dlsposable 1ncome Aelther by flacal means or
by higher undlstrlbuted proflt . 01 the
other hand thla deflclt 1s §0 small in
relatlon to reserves that it does not pose a
lLerlous problem. [A small fall in the MEFC

'would ellmlnate the deflclt altogether ]

(12) The next step should be a pro;ectlon in input-
| output form of thehe aggregates, as. outllned
‘1n an ear y part of the paper. Before doing
this 1t would ‘be necessary to undertake‘"51de-y

'studles" in relatlon to some 1mportant ag-
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gregates, which proved themselves difficult

of estimation in this introductory essay.

Viz.:

(1) The import-content of Irish industries,
by sectors:

(2) Capital requirements of industry, by

sectors:

(3) A finer breakdown of building and

construction by sectors:

(4) Price and income elasticities of demand

for exports:
(5) Supply potential of export industries.

(6) Competitive position of Irish industry
in relation to EBC countries and the
U..K."B _ . .

These studies should enable a detailed and
reasonably accurate projection to be made, on

a sector by sector basis,

8 See "The Comparative position of Irish
manufacturing industry" by Dr E.T, Nevin,
(Unpublished) ‘




