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Some observations on Irish economic’

structure and growth

by
"C.E.V., Leser
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‘In considering the implications of economic
growth, one important $ét :0f 'qiestions concerns the
future of imports, ~Id particular, it may be asked,
firstly, whether there 1s 4 téndency for 1mports to
grow at a faster rate than gross national product'““i
and secondly, if this :is so, whether constant’ balafice
of payment difficulties will be involved, :

. oy
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The answer to the former question’ at ‘any rate
has been answered in the affirmative in both the studies
by R.C. Geary [1] and J, McGilyray',[2]:,'u;§eary
envisages a 1% increase in the import ratio =—.i.e, the:
ratio of imports to G.N.P. - -as- accompanying:-a 1% rise
in G.N.P. This relationship has been derived from a -
cross—~section study of 21 countriés; but whilst its
applicability: to-Ireland mdy be ‘suggested, it does not
necessarily follow. I

McGilvray: predictsian increase inithéiimfgf%
ratio Prom 39% in 1960 to 48% in 1965.°" This has becn
derived by breaking down imports into four components
and. by estimating their rélationship to industrial
production,” consumption etc.’ “In partiéﬁlafj"“f is’
assumed that 1mports of raw materials will ‘rise’ tw1ce
as fast.as the output of the transportable goods’
industriesy - and a similar relatiénship between growth .
in consumer goods imports and- total consumption is

implied!in the relevant reégressicn éstimate,

Such high values for elasticities of demand
forimpofts ‘are open to ddubf;:*FA“mﬂitiﬁle"fegression
analysis oVér thé yeafs:1953”61 '”ntfoaucihg féléfivé*w
suggests a percentage increase “in the demand For
imported raw materials of about 1,5 times the percentage
increase in industrial production, and a perdentage

increase in imported consumer goods below that of total
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consumptlon' part"of the observed rise in real ihpdrts

of consumptlon goods may be ascrlbed to a price effect
In order to throw some further light on this

problem, .as well as other related ones, the Irish input—
output table For 1956 ﬁadetavafiable*Bthhe Central
StatlsthS Offlce, has been’ subjected to a prellmlnary
'analy51s.'i To permlt computatlon on ‘a desk machlne,
the. 1ndustr1es have ‘been consolldated 1nto five sectors.
Thls, of'oourse, 1mp11es a great deal of” s1mp11flcat10n
and approx1mat10n‘y'but at- the same tlme, it is hoped
that the most 1mportant contrasts are highllghted

W1th the aid of an electronlc computgr, 1t may be

p0551ble to do a Eull ana1y31s later on.’

The Elve sectors dlstlngulshed may ‘be described
‘as Eollows. .
. AgricuLture

~Food,drink. and ‘tobacco.

‘{Mlscellaneous transportable goods

Constructlon ‘and publlc ut111t1es

L~ I SR
s

Serv1ces.

-

Apart from the fact that ‘sector 1 1noludes forestry and
flshlng, sector 3 mlnlng and quarrylng, the”terms are
self-explanatory.,' “The flgureo for 1ntermed1ate -and”’
vflnal output of seotor 3:have been adjusted to allow

,Bor sales by flnal buyers.

’ ‘ 2 The dlstlnctlon betWeen ‘the  two- groups ofi
transportable goods 1ndustr1es is considered 1mportant

on account of the dlfferent degree of linkage w1th'5
agrlculture.' From thlS P01nt Cof view, . it mlght appear
preferable not to 1nclude the tobacco 1ndustry w1th the -
food and dr1nk 1ndustr1es.: Thl° inclugion 1s, however,_
ra well establlshed practlce and may be’ justlfled on’ other'

groundsn

In the cla331f10at10n of - flnal demand thﬁee,
“categorles have beén dlstlngulshed ~-"For' " this<purpbse,
household and govefnment consumptlon ‘hdve “been: conbined

feh

into "Consumptlon"’"government and’ othes capltal fopmation




:show1ng domestlc output. and imports comblned

3,

as well as stock changes into "Investment", and "Exports™
form the third category. In ooneequence of this treatment
of stock changes, small negative figures may appeaf among
the investment demand and requirements for a few sectors,

but this is of no practical importance,

For the purpose of the present analysis, it has
been found convenient to ascribe all'indirect taxes énd
subsidies to consumptlon' this is not strlctly correct
but it is suggested that this procedure is preferable to
assuming the same taxation content for consumption and
exports. This means that net indireoct taxes are deducted
from gross and'net output of each sector for the purpose
of computations and are added back to gross hational

product and consumption later on,

Furthermore, competitive imports have been
v

.treated in the same way as non-competitive imports, i,e.
.as an import content of the consuming industry. The
“input-output data permit thls, though'less accuracy may

‘be expected from.the data las used here than from data

!
v ; . . 1
s

The 1nput-output table as given shows some‘
direct nat10na1 product and taxation contents of flnal
demand, some of them negative, With the exceptlon of

the G.N.P. content of exports, representlng invisible

exports, these adjustments have been dlsregarded.rw

n

.- Table 1 shows the figures obtained Eor.the
main macroeconomic entitieés here, as well as the -
corresponding totals in "Netional Income and Expenditure,
Although there is broad agreement, some discrepancies
remain; these are not important and do not affect the
analysxs.whlch is based on comparisons-rather than

totals.




Table 1.

e

Componehts of

final demand,

Ireland 1956,

{ Input-output | '~National income
analysis and expenditure -
£ Mill, £ Mill,
y ’.f&f‘(":“-:é\“ fy i e o L. . >
Consumption. f1468 01, 4937 ¢ v
‘Tnvestment . .- . 87. 7_ : "7 81.6
]BXpQrtgi ,‘)190 » o ‘”19455‘
Total final " I ‘
demand 751.,1
less:t Impbrts‘:'-.el93,3
‘Gross Natlonal ,ﬁ'”_”“f’“ - oy “
RERRCREEL prbduct»' . B5B7 .8:. -

A

1s shown 1n T

Table 2,

able 2.0

Final demand for

T Thier dlstrlbutlon of flnal demand and 1ts

“components over*the products of the varlous sectors

prbdﬁcts of

B

~each: 1ndustr1al group

vy

[ndustry group:

B £ M111

Cong wmptlon Inve

£ Milli: |

étm@htf'Expo?ts'

£ Mill,

Téfai_final
“demand
LB Mill,

rbonstructlon &
, bub. ut1]1taes

Agrlculture_

qudhdrlnk
pnd' ' tobacco"
Misc;“tranSAM’
portable..goods

SerV1ces;

" E

.‘;

Ty RS
" R, . ;
74,6

A

49,3

38.0

Loavae .o
SN R LR E

3.4

117.2
133,2
123,2

79,1
278,4

87.7

o 751.1

The fi

agrlcultural products sold as’ such
.the value of pro

similarly fér the third and fourth row,

rst rdw"of

cessed“foqu,

drlnk and tobacco,

Valuatlb

flgures ahow the value of
the second TowW
and

n
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is at producers' prices, which means that transport
costs and trade margins form part of the output of

the service trades, together with professional services,
public administration etc,:- Exports of goods produced
by the first three industry groups include tqqristh f
expenditure as well as merchandise exports,. :Most
invisible exports are, however, included into the

" category of "Services", For the reasons outllncd

the export figures do not tally with the clasvlflcatlon

adopted . .in the trade statistics,

By ordinary methods of.input-output apalysis:—:
that is to say, by dinversion.of the structural .
coefficients matrix - it is'possible to‘derive homé
pfoduction levels for the various; industry, groups,
as ‘well as import levels required for each of tﬁe.
final demand components, _ Using published labour
for'te data 'and assuming the labour force of, foodv'
‘and non-food industries to be pnqpopy;qnate:po Census
of Prbductioh‘employmentf labour force reqdi?emep§§ _
may also' be obtained,.. The totals, and spmélréfiés:_

derived from them, are shown in table 3.

Table 3. Réquirements of final demand:

Total

'“qusumption;ﬁInvestment -Exports
Gross. natlonal product iii I S
(£ Mitr.)| a S |
Agrlculture S U8B ,T S ., 50,4 133.9
Food, drink:and!tobagcol: .. 48,3 ' - 10,0 58,3
Misc, transportable o ‘“ o o S
. goods"" S ¥ SOF 9,7 q1 17,1, 60.6
Construction :@and: . "~ - Ca o _ ‘
public utilities _ 17,0 36.7 RIS S 48,9
Services . ol 164,20 ¢ i 9,7 -82.2 256,11
Total G.N,P. 347 .0 49,9 160.9 557.8
Indirect imports .= ' - 62,1 .. 17.6 . 29,2 108.,9
Direct imports 58.9 20,2 5.3 84,4
Total final demand 468,0 ; 87,7 . I 195,4 75%,1
Imports per £100 of .
Direct , . - o 17.0. 40,5 | - 3.3 15.1
Indirect o 17,9 ‘35.3. . b 18,1 19.5
Total . o - 34.9 . . 75.8 . 21.4 34.6
Total 1mports(p Mlll) ‘ I o :
Competitive ' ' 77.9 20.8 4, 20,3 119.0
Non—competitive 43,1 17.0 14.2 74,38
. Total . '121{0 37 .8 34,5 193.3
Non—competltlve o S ,
¢ - proportion (7A) - | 35,6 45,0 41,2 38.4
Labour force vai 104 S 318, 1,163




agrlculture to the gross nat10na1 product«ls hlgher

than its share in' the final demand for both home—'A
produced and lmpOrted goods." Thls is expla;ned d,

by the fact that the agrlcultural content of 1ndustr1al‘?'
products 13 1ncluded Wlth agrlculturc in- table 3 _
though not in table 2; Slmllar conslderatlons apply |
to other sectors! contrlbutlons to exports, The o
small. negatlve agrlcultural productlon requlrement

by 1nvestment may be. 1nterpreted as a deductlon from'

other‘requlrements,.brought about by stock,decreases.

Varlous conclu31ons can be drawn from the o
flgures in table 8 for G.N, P, contcnt.' Read vertlcally,
they show that serv1ces form more than one—half of the
home output for exports and nearly one=half for consump~>f
tion. though only ono flfth for 1nvostment‘ AAquCUlture s
contrlbutlon la three tenth towards eyPorts and nearly
one quarter toward consumptlon. : Constructlon and
public utllltles contrlbute three flfths to 1nvestment
and only small amount “to consumptlon and exports.n‘“The‘.
output or all transportable goods 1ndustr1es is about
one flrth of G . N, P requlred for each component of
final demand,‘ but thc food dr1nk ‘and - tobacco 1ndustrles
contrlbutc more than the mlscellaneous 1ndustr1es only #
1n tho case of CQnsumptlon less 1n the case of exports
and ‘nothing in the case of Investment Altogether,
the se rv1ces content 1 nearly one - half ~the agrlcultural
content nearly a quarter, and’ the contents of the other

sectors ‘about - a tenth each of G, H.r.

)
v

ﬁﬁ; L, Read horlzontally, the flgures show that.
consumptlon absorbs about SOH exports about 30%\and
1nvestment about lO& of G\ N, P, :Of. course, these.ﬁfﬁ
shares very greatly between sectors,_the share’ of i_
1nvestmcnt belng nearly two—thlrds for. "Canstructlon.;

and publlc u, ‘lltles" but. small'elsewhere.~ Bxports

l

absorb a relatlvely hlgh proportlon of the net, .
outputfof agrlculture but a relatlvelJ 1ow proportlon

of that of the Eood drlnk and : tobacco 1ndustrles.

N CLT |
<o

X » . B -
RS i e

"-‘The proportlens_of the total.: labour force

g
Lt

»

Whlch are absorbed ‘by: home oroductlon for consumotlon
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*1nvestmcnt and exports respeotlvely are roughly ‘the

same as those for G.N.P,, though a little hlgher

" for- consumptlon and a ‘little lower 'for exports.

This conclu31on would be modified if the labour
requlred for emigrants!: remittatces were taken into

account T R o o _ .

Furthermore, table 3.-shows totals of imports,

COns1st1ng of dlrect 1mports for final . use’, which were

given ‘in the input-output table, as well as ind;rect
1mports; or content of ;mported.new materials and
other intermediate‘prodﬁcts in home production, ﬁhich
were obtained by computation,  The total import.
content'was'also~split up; into competitive and non-

competitive imports,

The import fatio is seen to. be far higher
for the productlon requlred to meet investment needs
than. for the other flnal demand .categories, and this
is in spite of the 1erge Welght attached to local“‘
constructional act1v1ty. : Imports of goods for both
intermediate and flnal use in investment are relatively
high, . The proportlon of non—competltlve imports is
also - higher in investment then toy either consumption

or exports,

Exports have about the . same indirect import

content ‘as home consumptlon, but the proportion of

exports directly imported - i,e, re-exports - is far

lower. than .the corresponding proportion for consumption,
" S . . .

Non-competitive imports, however, form a slightly
higher proéoftioﬁ'of)ell imports in .the field of.

exports than for consumption,

As far ao.the total of 1mports is concerned
it mdy also be stated that a llttle over three—f;fths

are 'used in’ consumptlon, and a. llttle under one—flfth

~each:in 1nvestment and exports.

oo

The main impllcatlon of these results is
that other things being equal, the import ratio will
tend to increase if a greater proportion of resources
is devoted to capital formation, Whilst this is true,

the numerical effect is not as large as might be
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I
belleved For example, assume that Sp of an unchanged
total- flnal demand was. dlverted from consumptlon to N
investment, exports. remalnlng at the same level as before
this : 1mp11es a fall in, consumptlon by 8% and . a 437 A
increase in 1nvestment -To what extent a higher rate
‘of capital formation is requlred»ln connectlon w1th.‘ |
. sustained eCOnomlc growth 1s 1n itself debatable.
However,‘even such a radlcal re—allocatlon of resources
would .raise the 1mport content of total f1nal demand
at . the expense .of the G N. P content only to the tune
of £65 Plll.,rand the overall 1mport ratlo from 3 ﬁn
to 36.2%. ::More. generally, the. import ratloxcan;be“

written as. e e e e e S

M .259°C + ,431° I & ,177-B-
Y 7 7431 C + ,569 I + .823 E.
where M denotesflmports,uY’gross~national product;

C consumptlon, I 1nvestment and - B~ exports.

.
Lit

There" has;‘of:course}’been’no‘substantialn

. \..

1ncrease 1n the rate of". capltal fermatlon in recent

' years,‘and ‘any observed rise: 1n the 1mport ratlo must

be explalned by other factors, .. o

The. analysis has‘so'farvbeen‘based'On'fined
patterns of demand for each 'separate component viz,
;consumptlon 1nvestment and. exports. . Changes in the
pattern of demand “‘matched by changes 1n the pattern
of productlon, do, however;-take place,"and 1t would
‘be qulte p0531ble for .consumption, 1nvestment or exports_
to Shlft towards products of. 1ndustry groups w1th a
high’ lmport content. : D

Some changesvin concumption’pattern‘are.
undoubtedly taklng place,~vexamp1es are Shifts from
farm produce, clothlng and <domestic. serv1ce to processed
'food durable consumer‘poods and mlscellaneous serv1ces.
however, the effect of ‘the'se changes, Wthh are 1nt
themselves not very larpe,‘upon industries w1th hlgh
.and 1ow 1mport contents would: appear to be diffused
and, on balance,-comparatlvely small. . Nor 1s there
much scope for’changes AAn the pattern.’ of 1nvestment

~£ajor varlatlons, on»the:othermhandd may -and do occur.
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“in the _patte{*n' of eXpOrt‘sc

The most cursory glance at external trade

. statis tho shows that since 1953, the relative

importance of goods other than food, drink -and fbﬁacco
has greatly increased, In the immediate post-war
period, it was the export of cbmmodities in the food
group which grew most rapidly;: but after 1953 they
sgffered a décline and did not, in mdney terms, regain
the 1953 level till 1961, Exports of Class III goods ~
raw materials and manufactured goods =~ which: before '
1953, had grown at a leso rapid pace than food exports,
almost trebled in value in the perlod 1953-~60, and
their share among all domestic exports of merchandiéé;f

rose from 13,4% to 29,5%, ~ The pattern of industrial

_.production changed in the same direction,

It is therefore of some interest to examine, .
in addition to total exports, exports of the products

of eachISeparate industry group, as shown in table 2,

and to oBtaiﬁ~G.N,P. and import contents for:-each type
of exPorts..f_For”th;s_purpose, we distinguish exports
of the products of agriculture, of the fbod, drink and

tobacco industries, of miscellaneous transportable .

.goods industries,  and invisible exports, In the

latter category, only those exports are 1ncLuded of
which direct G.N,P. and import contents are‘glven

in the input-output table, Exports attributed to -

..service trades in the 1nput~output table are largely

transport and trade margins, and their contents have
been proportlonatoly dlstrlbuted over the exports of the

three types of goods, There are, Qf course, no exports

.from construction and publlc utllltleo.Al Table 4

gives the .main results of this analysis.
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Table 4, Requirements of cach type of exports

Exports of
‘ Agricultural Food drlnk Misc, Total
Content product tobacco industry | excluding | including
i B , ~ ' induvtry products| invisibles| invisibles
products : - \ ?
‘Gross hationéiw' s !
~ product ' o
(&8 Mil1,) S - (
Agrlculture 35,4 14.5 .5 50,4 50,4
Food, drlnk ’ T ‘ ' ] "
Miscellaneous
transportable - L K N
goodS*_ 1,8 1.7 13,6 "17.1 17.1.
‘_Constructlon - o '
& public ‘- | - S . .
utilities . 4 o4 o4 1.2 1.2
Services 14.4 12,6 9.2 36, 2 82,2
Total G.N.P. [ ¢ 52,9 382 23,8 114.,9 160.9
Indirect ' ' BRI e . oy
imports 6.1 . 10,3 i2.8 | 29.2 29,2
Dlrect k ) 4 o .
,1mports 3,3 o2 .3 5.8 5,3
-Total;,:ﬂn»» 62.3 48.7 56,9 147.9 195,4"
Total imports a . e
per - el@O GNP SRR . L
(&) - 17,8 27.5 . 55,1 28.7 21.4
‘Labourtforeewy' o ST ¥ G
(000) 163 .. 1100 ., . 55 318 518
G.N.P.-fper T SR CEVIRET ’
worker: (&) 325 . 382 433 © 361 506
:. The maln conclus1on to Wthh the flgures:in table

.ﬁ lead 1S that the 1mport content is far hlgher in"‘relation

'

to home productlon content for productlon requlred“ln

connoctlon with exports of the non—food 1ndustrles

W1th other exports.o“_If; therefore,

than

the” enmphasis’ in ‘the

Eleld of exports shlfts towards mlscellaneous 1ndustr1al

products,
ratlo.

.

ThlS does not mean that such a development

necessarlly creates balance of payment dlfflcultles,

thls automatlcally means an incéreéase in- the import
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since the higher import content also appears on the
export side, and as long as the same amount of home
resourées aré'uﬁiiised, the balancé 6f payﬁent
remains unaffeéfed. " What it means ‘is that the
economy. must settle down. to. a higher_level of both
imports and exports in value Iérms, relatively to
the level of C.N.P. |

Another interesting feature in table 4 is
the relative high output per worker associated with
exports of miscellaneous products, This may appear
surpriéing in viéw of the fact that net output per
head is, én:thé average, lower in fhose trades than
in the food, drink and fobaccavtra&és. The high
agricuitural content of ‘the food and drink industry
producfs, cbupled with the low Qutput per worker in
agricul%ure,}eiplains why .the overall result is' less
favourable.for %Hese industries than fpr the non~food .
industries., ' The*receht.shift iq exporfs may thus
well have beneficial effects on tﬂéAeConomyfvasvfar
as the size of fhefﬁationalwproduc§ is‘conCaned,

Thus, there appears to be no reason to
bolieve that factors inhereﬁt in the structure of
the Irish economy ‘will tend;to:magé imports grow
fastér than exports. A,tendépqy‘fof“£he value -of".
imports to rise relatively:to.gﬁééé ﬁafibhal‘product
is likely to bé‘Iargely_aountéﬁactéd by'a:fise 4n . the

- i3 Potoek
value of exports,

This does not exclude the possibility that
bottlenecks in production will lead to a more than
proportionate increase in imports of raw materials
if some industriesvexperience a sudden growth. This
phenomenon should be of a temporary character and
should not lead to a permanent rise in the import
ratio, Whilst there is some evidence for an occurrence
of this kind in the short run, there is also an
indication of import substitution by home production

in the long run,

It is also possible that a change in relative

prices of imports to home production, which would be
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brought about by a reductlon in tarlffs, would tend
to produce gtructural changes in the Irish economy,
in’ that the ratlo of 1mported to home-produced
materlals used 1n 1ndustry,,or the ratio of 1mports‘~
to home productlon for final use, would -tend to rlse.l
It is one of" the llmltatlons of 1nput—output analysis
that the constancy of such ratlos 1s ;mpllcltly
assumed

T

It must be remembered though -that the

'effect 1n money terms will be less marked than the

A'effect in real termS, and that the former may be

negllglble if the elastlclty of substltutlon ‘is near

'l; The fact that 1n many flelds of consumption,

home produced goods tend to be at a premium compared

with 1mported goods, may also,be borne in mind,

‘Whllst the p0331b111ty maJ not-be excluded that a

ilberallsatlon in trade w1ll brlng about. a rise in
1mports Wthh 1s not. matched by a rise in exports,

it 1s qulte another matter to. env1sage a disastrous

gap. . P it ‘;"/; ol - x <t . ;':' i

Whllst the foreg01ng analy81s does not
offer conclu31ve proof it at least suggests that
the ratlo of 1mports to gross national- Ppraduct will
rema1n w1th1n roasonable bounds.: Changes - in the
pattern of export :and productlon raise Qther problems
whlch have been touched upon here but Wthh deserve

I

further study.
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