Output, Prices and Productivity in Irish Sheltered
and Exposed Transportable Goods Industries,

1953-1967
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Ina paper on price and income determination in the Norwegian economy,
Aukrust [1] classifies industries as being cither sheltered or exposed. He defines
exposed industries as ““those which market their products abroad, or on the domes-
tic market under strong foreigh competition.” The exposed group therefore
consists of export-oriented and import-competing industries. Sheltered industries
are “those industries whose products are marketed at home under conditions
such as to leave them relatively free of foreign price competition”. He assumes
that prices of output of exposed industries are determined on the world market
and therefore cost increases cannot be compensated for by price increases but
must be absorbed by a reduction in profits (per unit, presumably). Sheltered
industries on the other hand “will tend to raise output prices when costs increase”.
Aukrust also notes that in Norway and Sweden labour productivity in the exposed
industries has risen much quicker than labour productivity in the sheltered
industries [1, pp. 52—53]. As the classification has been very useful in illuminating
the process of price and income determination in the Norwegian economy, it
seemed worthwhile to employ this classification in an analysis of industrial
production in Ireland. '

ALLOCATION OF INDUSTRIES

Aukrust includes building and service-type industries in his analysis and he
allocates these to his sheltered group. These industries are excluded from the
present analysis as being of their nature sheltered from foreign competition.
This study, therefore, deals only with transportable goods industries.

The criteria which Aukrust uses for allocating industries to the sheltered or
exposed group are not explicitly stated in his paper. Some industries are singled
out and allocated to one or other of the groups because of their special position
in the Norwegian economy, e.g., shipping. For the other export-oriented indus-

*While 1 am solely responsible for the contents of the paper I am indebted to my colleague
Dr. R. C. Geary for suggesting the approach adopted in the paper and for the many helpful
comments which he made on an earlier draft. I am also indebted to my colleagues Dr. K. Kennedy
and Mr. D. McAleese for their comments and suggestions.
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tries it appears that exports were approximately 6o pcr’cent of the total flow
for the group as a whole, while for the import-competing industries imports
were approximately 30 per cent of that groups’ total flow. After calculating,
from the Irish 92 sector input-output table for 1964 [3], the percentage which
exports and imports form of the domestic flow (i.e., domestic production) of
each sector, it was clear that under Aukrust’s criterion ohly one or two sectors
would be classified as export-oriented. Bearing in mind that the criterion adopted
should be the same for both groups, it was decided that the criterion for allocating
the sectors to the exposed group should be that any sector whose exports or
competing imports were greater than one thlrd of domestic flow would be
classified as exposed. The cut-off point (335 per cent) is somewhat arbitrary,
though unavoidably so, as inclusion or exclusion of margmal cases is a matter of
judgement based on knowledge of their particular situation. The remaining
industries were allocated to the sheltered group.

The relevant input-output sectors were reconciled with the industrial classifica-
tion used in the Census of Industrial Production (CIP) and the classification of
sheltered and exposed industries which emerged 1s as follows

1

EXPOSED INDUSTRIES

i

Slaughtering Fellmongery, tanning
Butter, cheese, edible milk products Paper and paper products
~ Brewing Chemicals, drugs
Jute, canvas, rayon . Fertilisers i
Hosiery Oils, paints, inks and polishes
Wood, cork : Metal trades
Linen, cotton " Electrical machinery
Woollen, worsted Non-electrical machinery
Shirtmaking ' Ship and boat building

Women’s and girls’ clothing d

|
SHELTERED INDUSTRIES

Coal Furniture, brushes and brooms
Stone, slate, sand Made-up textile goods
Other mining Men’s and boys’ clothing
Turf production and bog development Other clothing
Bacon factories Leather and leather substitutes
Grain milling and animal feeding stuffs Boots and shoes
Bread, biscuits and flour confectionery Printing, pubhshmg
Sugar, cocoa, sugar confectionery Soap, detergents and candles

+ Canning of frmt and vegetables, Jams Glassware, pottery
Margarine, butter blending . Structural clay, cement
Other food preparations ‘ Assembly of mechanical vehicles

" Malting Assembly of other vehicles

Distilling o Railroad equipment
Aerated and mineral waters - Other manufacturing

" Tobacco
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The sectors of the input-output table, from which this classification is derived,
are given in the appendix, together with the percentage which exports, imports,
and the sum of the two, form of the domestic flow of each sector. Difficulties
arose in the reconciliation of the input-output sectors and the CIP industries,
(e.g., the CIP industries, men’s and boys’ clothing, shirt-making, women’s and
girls’ clothing, and other clothing, were grouped together to form the Clothing
sector in the input-output table). It will be seen in the appendix that exports for
the Clothing sector as a percentage of domestic flow are 45-1 per cent. The problem
therefore arises: which CIP clothing industries should be assigned to the exposed
group? Fortunately, some further information on exports of CIP industries is
available in the NIEC Report on the Economic Situation 1965 [9]; and it is possible,
on the basis of this information, to assign shirtmaking and women’s and girls’
clothing to the exposed group.

It may be thought that the criterion used to allocate an industry to the exposed
group is too exclusive, since no allowance is made for industries which would
appear exposed if the sum of their exports and imports were taken into account
(e.g., the sum of the exports and imports of the Shoes and Leather Goods sector
is 403 per cent of the sector’s domestic production; yet this sector is regarded
as sheltered). It will however be noted from the appendix that when the input-
output sectors percentages exported and imported are added, the total for the
exposed sectors is always greater than 47 per cent, with the exception of Pig
Slaughtering and Sheep/Horse Slaughtering. Thus if we had adopted this criterion
(i.e., the sum of exports and imports greater than 47 per cent) only one industry
(Slaughtering) which is classified as exposed under the 333 per cent rule would
be excluded from the exposed group; and only onc industry, (Glassware and
Pottery) which is excluded under the 334 per cent rule would be included in
the exposed group. The criterion used (i.e., exports or competing imports greater
than 331 per cent of domestic production) therefore does not exclude industries
which would appear to be exposed if the sum of their imports and exports were
taken together.

EXPOSED AND SHELTERED INDUSTRIES

Volume Indexes

Volume indexes for each of the two groups for the years 1953-1967 were
calculated. The Ship and Boat Building industry was omitted from the calcula-
tions for the exposed group and for all transportable goods industries because,
as Kennedy [7, p. 129] has pointed out, “the volume of output is measured in
terms of man hours” in this industry, and “such a measure of output seriously
underestimates the true rise in volume of output.”

The method used to combine the individual industry volume indexes is the
same as that used by CSO to obtain volume indexes for the major groups of
manufacturing industry. The method is explained in [4, p. 190] as follows:
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The volume indexes for the divisions of industry (mining, manufacturing, ctc.)
for the major groups in manufacturing industry, and for all industries combined,
are obtained by weighting the index numbers for the individual industries within
the division or group with their respective net outputs (a)'in the previous year,and
(b) in the current year. The geometric mean of these two indexes gives the volume
index for the division or group to base previous year = 100. All the index numbers

(for individual industries, divisions and groups) are transferred to base 1953 =
100.
i

The volume indexes for the sheltered and exposed groups resulting from these

calculations are shown in Table 1. |

TABLE 1: Volume Indexes for Exposed, Sheltered and All Tran‘l;sportable Goods Industries
. 1953-1967 :

Base 1953 = 100 k

- Industry Group

Year . t -
Exposed®* Sheltered i All Transportable®

1953 100°0 100°0 : 100°0
1954. 106§ 1010 ' 103°3
1955 110°9 1052 ; 107°§
1956 1143 98+7 i 105°I
1057 I13°1 981 : 104°2
1958 1182 977 | 1060
1959 129°1 108+6 ; 1169
1960 143°$ 133 ! 1254
1961 160°1 121°0 ! 136°§
1962 169°1 129°0 t 1449
1963 179°1 1354 i 1527
1964 1927 145°2 1640
1965 2057 149°2 :1 1714
1966 214°3 1571 : 1796
1967 2356 168-8 195°I

Basic Sources: September issues of Irish Trade Journal and Statistical Bulletin (now Irish
Statistical Bulletin), 1956-1967.
*Excluding Shipbuilding

It will be noted that the volume index for all transportable goods is closer to
the volume index for the sheltered group than to the volumé index for the exposed
group. The reason is that the net output (i.c., the weight) of the sheltered group

forms the greater portion of total net output. In 1953 and 1967 the net output
figures for each of the groups were:
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Exposed Sheltered All Transportable
Year (excluding Shipbuilding) £’ o000 (excluding Shipbuilding)
1953 36,989 51,882 88,871
1967 133,983 149,980 283,063

The difference of almost 67 points in the level of the volume indexes of the
sheltered and exposed industries is remarkable. Particularly noteworthy is the
behaviour of the two indexes since 1958. The increase in the volume of output
of exposed industries since 1958 is almost 100 per cent as against 73 per cent for
sheltered industries and 84 per cent for all transportable goods industries. While
the official policy of promoting foreign firms with export potential dates from
1958 when the Industrial Development (Encouragement of External Investment)
Act was passed, it is worth noting that the increase in volume of output of ex-
posed industries was in evidence before this. The decline in the volume of output
in the sheltered group in the years 1956-1958 together with the slow down in
growth of output in the year 1965 indicate that the sheltered group may be
affected more by a recession in the economy than the exposed group. The em-
ployment figures for the two groups of 1ndust11es tend to confirm thisimpression,
as will be evident from Table 2.

TABLE 2: Indexes of Average Numbers Engaged in Exposed, Sheltered and All Transportable
Goods Industries, 1953-1967

Base 1953 = 100

Industry Group

Year
Exposed*® Sheltered All Transportable*

1953 100°0 100°0 1000
1954 102°§ 102°0 102°2
1955 105°0 103°3 104°0
1956 105°2 1003 10243
1957 103°5 96-7 994
1958 104*7 96-3 997
1959 _ 107°1 97°9 1016
1960 1143 100°§ 106°1
1961 119°7 104°7 110*7
1962 124°5 1074 ¢ 1I4°3
1963 129°0 110°0 1177
1964 1324 112°4 120§
1965 1336 1127 121°I
1966 137°1 1124 122°3
1967 1406 113°2 124°2

Basic Sources: As for Table 1.
*Excluding Shipbuilding.
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The main feature of this table is the very substantial increase in employment in
the exposed industries. Again it is worth noting that, since 1958, employment
in the exposed industries has increased almost twice as much as employment in
the sheltered group. While employment in the exposed group dropped slightly
below its 1955 level during the recession of 1956-1957, the major effects of the
recession on employment were borne by the sheltered group. Employment in
the sheltered group did not recover to the 1955 level until 1961, although the
output of this group, as will be seen from Table 1, had surpassed the 1955 level
by 1959. Similarly, in the recession of 1965-1966 employment declined slightly
in the sheltered group but increased in the exposed group.
|
i

Having calculated the volume indexes for each group and for all transportable
goods industries, we derive the implicit price index for each group by dividing

the index of the value of net output for each group by the group volume index.
The results are shown in Table 3. |

Implicit Price Indexes

[

The indexes of value of net output are used in deriving the implicit price indexes
for each group, as our interest is in the behaviour of the prlce of the work done
in the two industrial groups. It has been noted by Kcnnedy [7, pp. 133-134] that:

this price indicator is equivalent to the true implicit price of net output in the
individual industries and in total manufacturing only if the volume indexes for the
individual industries, which are gross output volume 1ndexes, change in the same
proportion as a net output volume index for the individual indexes.

This is a rather restrictive assumption, and the _]ustxﬁcatlon for making it is, as
Geary and Pratschke state [6, p. 17], that “nothing less than a full double deflation
process, applied industry-wise to CIP data would suffice.’;

From Table 3 it will be seen that the price behaviour of the two groups has
been significantly different during the whole period. Up to 1963, the increase
in the price of exposed industries net output was always less than half that of
the increase in the price of the sheltered group. The very large increase in prices
for the exposed group which occurred between 1965 and 1966 (95 as against

42 per cent for the sheltered group) has led to a narrowmg of the gap between
the two price series in 1967. : i

Labour Productivity : [

We have established that there are significant differences in the behaviour of
the volume of output and implicit net output prices of the two groups. Arc
there also differences in the behaviour of labour product1v1ty for the sheltered
and exposed industries?

~.Changes in productivity can occur because of structural and technologlcal
change, as Geary [s] has noted. In calculating the 1ndexes of output per person
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TasLe 3: Implicit Net Output Price Indexes for Exposed, Sheltered and All Transportable
Goods Industries, 1953-1967

Base 1953 = 100

Industry Group

Year —
Exposed* Sheltered All Transportable*

1953 100°0 100°0 100°0
1954 994 1002 99-8
1955 1006 101'0 1014
1956 102°6 111°0 107°3
1957 1022 112°1 107-8
1958 107°4 1190 113°9
1959 1087 1231 116-8
1960 107°5 1238 v 116°5
1961 110°5 1337 123°1
1962 1179 1388 129°S
1963 123-8 142°3 1341
1964 127-8 1504 1402
1965 1320 155°1 144°7
1966 1446 1616 154°3
1967 1537 171°2 163-8

Basfc Sources: As for Table 1.
*Excluding Shipbuilding.

engaged, for the two groups, we allow for structural change (i.e., a shift of
workers from industries with a low net output per head to industries with a high
net output per head) by first calculating an employment index. This is done for
each group by weighting the ratio of employment in each industry in the current
year to employment in the previous year by the current and previous year’s
value of net output and taking the geometric mean of the two indexes. The
resulting index for each group is an index of the change in the volume of output
due to changes in the numbers employed, and to changes in the distribution
between industries of the numbers employed. The labour productivity index is
derived by dividing the index of the volume of output by the employment index.
The indexes for exposed, sheltered and all transportable goods industries are
presented in Table 4.

The increase in the volume of output per person engaged in the exposed indus-
tries is greatly in excess of the increase in output per person engaged in the
sheltered industries. The average annual rate of growth was 3+7 per cent in the
exposed group and 26 per cent in the sheltered group.
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TABLE 4: Indexes of Net Volume of Output Per Person Engaged in! Exposed Sheltered and All
Transportable Goods Industries, 1953-1967

!
Base 1953 = 100 1

|

Industry Group

]
Year Exposed* Sheltered i All Transportable*
1953 100°0 100°0 | 100°0
1954 103°9 99°1 l I01°1
1955 105°$ 102°0 1034
1956 1085 ’ 98-8 ! 1028
1957 1088 1019 ! 1047
1958 11274 102°3 l 106°2
1959 119°9 108-9 1146
1960 1252 1103 | 1176
1961 1332 1132 ! 122+7
1962 135°8 117°4 1262
1963 1392 " 1200 129°2
1964 1460 1251 i 1351
1965 1542 127°4 % 1397
1966 1556 1340 ‘ 1443
1967 166°5 1430 1541

Basic Sources: As for Table 1.
*Excluding Shipbuilding. !
|
The differences in productivity growth between sheltered and exposed indus-
tries can be almost entlrely explalned by differences in output growth ie., by
the “Verdoorn Law”. This “Law”, as Kennedy notes [7, p. 122] in his analy51s
of its applicability to Trish experience, states that :
over the longer term, the growth rates of labour productlwty and output
will be highly and positively correlated, and that a' one percentage point
increase in the output growth rate will be accompanied by slightly less than an

0's_percentage point increase in the growth rate of labour productivity and
slightly more than an o-5 percentage point increase in the employmcnt growth rate.

The appropriate regression equation for the period 1953—1_967 is:
P = 084 + 0438 Q* }

*I am grateful to Dr. Kennedy for supplying me with this result, antd for his permission to use
it here.
|
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where P and Q are’average annual rates of growth of output per head and of
output. Using this equation, the following results emerge:

Exposed Sheltered All Transportable
(excluding Goods (excluding
Shipbuilding) Shipbuilding)
Actual Output Growth (per cent) 63 3-8 4'9
Predicted Productivity Growth
(per cent) 36 2°5 3°0
Actual Productivity Growth
(per cent) 37 2:6 31

.The Verdoorn relationship therefore explains most of the differences in produc-
tivity growth between the two groups. Aukrust {1, p. 53] found similar differ-
ences in the increase in labour productivity between sheltered and exposed
Norwegian industries and while commenting that “presumably, the reasons
for the differences were largely technological” noted that:

we cannot rule out the possibility that the exposed industries in part had a better
productivity record precisely because they were exposed and therefore had to
attend more to efficiency in order to stay competitive.

Profits and Costs per Unit of Output

An approximate indication of the relative efficiency of the two groups of
industries can be obtained by dividing indexes of the cost of materials, salaries
and wages, total costs and remainder of net output, by the indexes of volume of
output for the groups. The resulting indexes are measures of changes in costs and
profits per unit of output. Results are given in Table s.

Despite the fairly large difference between the indexes of unit wage and salary
costs for each group over the whole period, the differences between the two in-
dexes of total unit costs are not very su%stantial. This is due to the fact that the bulk
of total costs consists of materials costs (approximately 8o per cent of total costs
for both groups) and as unit materials costs depend largely on the price of mater-
ials, over which purchasing firms generally have no control, the opportunities
for cost reductions in this area are limited. The slower rate of increase in unit
wage costs in the exposed group is due to the greater productivity of labour in
this group. Although the index of total unit costs for the exposed group was
less than the index for the sheltered group in all years except 1967, the index
of remainder of net output per unit of output for the sheltered group was sub-
stantially greater than the same index for the exposed group during the whole

. period. Thus Aukrust’s [1] contention, that cost increases for the exposed group
would have to be borne by a reduction in profits (per unit of output), is not
correct for Ireland. It does appear, however, that Irish exposed industries, which,
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TABLE §: Indexes of Cost of Malerials, Salaries and Wages, Total Costs and Remainder of
Net Output Per Unit of Output, in Exposed Sheltered and All Transportable Goods Industries,
1953-67 ‘
!

Base 1953 = 100 :‘

n
{
%

Remainder of Net
Cost of Materials Salaries and Wages Total Costs ‘! Output

Year

Exposed*  Sheltered  Exposed*  Sheltered * Exposed* S hel;tered Exposed* Sheltered
1953 1000 100°0 100°0 100°0 100°0 IOé)'O 10070 1000
1954 966 971 1004 103°5 973 982 98-3 96-0
1955 936 959 102°§ 1052 950 97°4 98-8 975
1956 947 93-8 1061 115°s 966 974 99'5 1052
1957 99°1 101°8 108-8 117°1 100*7 1044 961 105°7
1958 985 107-8 o III2 1233 1006 11(?-3 103-8 1134
1959 971 1058 109§ 1182 99°1 107-8 1077 129§
1960  100'I 107°6 1117 1226 1027 110'T 1036 1254
1961 1019 106°3 1130 1258 1037 Io§-4 1119 139°9
1962 1024 1050 1212 1322 105°S 109°5 118-9 1429
1963 102-8 108°1 1236 137°1 106-2 119;~9 1240 1490
1964 1047 109°4 130-8 1459 109-0 1154 125°1 156°1
1965 1050 1133 1313 148-0 1093 1190 132-8 1642
1966 1076 1091 1402 1528 113-0 11§-z 1486 1720
1967 1140 110°§ 1424 154°0 118-7 117!-6 164°2 103°4

i

Basic Sources: As for Table 1. f
*Excluding Shipbuilding. }

as we have seen earlier, did not increase their prices as much as the sheltered group,
bore the increase in costs through a much slower rate of growth of profits per
unit of output. The sheltered group (which were not subject to the same sort of
price restraint as the exposed group) increased their prlcesimore than the exposed
group in order to compensate for cost increases.

It is of interest to note that the indexes of remainder of net output per unit of
output for each group increased more than the unit wage cost indexes for each
group. This indicates that the share of profits in net output has increased for both
groups. Table 6.and Chart 1 show the behaviour over the period of profits share
in net output. The share of profits in the exposed group was at all times greater
than the share of profits in the sheltered group. There v[vas a decline in profits
share for both groups in the years 1954-1957. In the exposed group, profits
share reached its 1955 level in 1961 and remained at around this level until 1966,
when it showed an increase. It increased again in 1967 to it’s present level of
557 per cent. There was a very sharp increase in proﬁts share in the sheltered

|
|
|
:
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TABLE 6: Remainder of Net Output as a Percentage of Net Output in Exposed, Sheltered and
All Transportable Goods Industries, 1953-1967

Industry Group

Year
Exposed* Sheltered All Transportable*
1953 5201 438 472
1954 517 41°9 461
1955 S1°2 419 _ 459
1956 50°5 415 454
1957 490 41°3 446
1958 50°4 41°7 45°S
1959 517 46-0 484
1960 502 443 469
1961 52-8 458 488
1062 52+6 451 484
1963 522 458 487
1964 51°0 454 479
1965 52°4 463 49'1
1966 536 468 50°0
1967 557 494 ) 52°4
Basic Sources: As for Table 1. *Excluding Shipbuilding.

Chart 1: Remainder of Net Output as a Percentage of Net Output of
Exposed®, Sheltered and All Transportable Goods Industries®

1953-1967.
YA ’
[T Exposed®
] Sheltered
i Al Transportable Goods™

53 54 55 56 57 58 59 60 61 62 63 64 65 66 67
Source: Table 6. *Excluding Shipbuilding.
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{
group between 1958 and 1959. The new level was mamtamed until 1967, when
there was another strong increase. There has been, therefore, a substantial increase
in the share of profits in the net output of transportable goods between 1953
and 1967—thc increase in the sheltered group’s share bemg almost twice as great
as the increase in the exposed group’s share. These increases are susprising in
the hght of Geary and Pratschke’s [6, p. 30] finding of quasi~constancy of factor
shares in the non-agricultural sector of the economy. Aukrust [2, p. 199] also
found relative constancy in his analysis of income shares in Norway, noting
that “this relative constancy is the nct effect of strong, 'but opposite trends in
home market industries and export industries”. Both these studies, however,
covered a wider area of the economy than the present one; and the guasi-constancy
that they observed may have been the result of countervalhng tendencies in
different sectors of the economy. It should also be noted that the figures for
remainder of net output of transportable goods industrieslinclude, as well as gross
profit (including depreciation), other expenses such as advertising and rent and
rates. Some of the increase in profits share may, therefore, be due to increases in
these expenses proportionately larger than the increases in profits.

EXPOSED INDUSTRIES: EXPORT-ORIENTED IAND IMPORT-
COMPETING

&
i

It was noted at the beginning of the paper that the exposed group consists of
two groups of industries one of which is subject to foreign competition on the
home market while the other is competing by exporting to foreign markets.
The industries in these export-oriented and 1mport—competmg groups are:

EXPORT-ORIENTED IMPOR T-C (?MPE TING
Slaughtering Wood, cork |

Brewing ' Linen, cotton

Jute, canvas, rayon Woollen, worsted

Hosiery Paper and paper products
Butter, cheese, edible milk products Chemicals, dmgs

Shirtmaking Fertilisers

Women’s and girls’ clothing Oils, paints, inks and polishes
Fellmongery, tanning ’ Metal Trades '
Non-electrical machinery Electrical machi:nery

Ship and boat building !

To what extent is the behaviour of these two sub-grotips with regard to out-
put, price and productivity different It is well to keep in mind that productivity
and net output price have very little effect on the exports of the Slaughtering
and Butter, cheese, edible milk products industries. These industries and some

’1

|

|
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others, e.g., Grain milling and animal feeding stuffs, are characterised, as
McAleese* [8] points out, by '

(a) dependence on domestic agricultural output as raw materials, (b) extremely
low (on average eight per cent) net value added share in total output, reflecting the
small amount of conversion carried out by these industries and, consequently
() the output price heavily determined by the price of agriculture.

In the calculations in this section for the export-oriented and exposed industries
as a whole the Ship and boat building industry is again excluded for reasons
given above.

Using the same procedure as for the sheltered and exposed groups, volume
indexes for export-oriented and import-competing industries were calculated.
These indexes (see Table 7) show that, by 1967, the volume of output in import-
competing industries had increased remarkably more than the volume of output
of export-oriented industries—the difference in 1967 between the two indexes
being more than 110 points.

TABLE 7: Volume Indexes for Export-Oriented, Import-Competing and Exposed Industries
1953-1967 -
~Base 1953 = 100

Industry Group

Year
Export-Oriented* Import-Competing Exposed*

1953 1000 100°0 100°0
1954 101-3 1134 106°$
1955 102°3 122°1 110°9
1956 1081 1226 114°3
1957 105§ 1230 113°1
1958 110°4 128+6 1182
1959 I17-3 144-8 129°1
1960 127-8 1643 143°5
1961 14470 1816 160°1
1962 1482 196+9 1691
1963 1529 2140 179°1
1964 1598 2369 1927
1965 163°8 262+4 2057
1966 ‘ 169°5 2751 2143
1967 188-3 299°7 235°6

Basic Sources: As for Table 1.
*Excluding Shipbuilding.

*I am indebted to Mr. McAleese for his permission to quote from and use the results of his study
on effective protection in Irish industry [8].
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The very large increase in the volume of output of the import-competing
group started in 1959. In that year and in every other year thereafter except
1961 and 1967 the growth in the output of the 1mport—compet1ng group was
almost always twice as great as the growth in output of the export-oriented
group. The very large growth in the output of the import-competing group
was accompanied by a change in the contribution which this group made to the
net output of the exposed group. In 1953 the net output of the import-competing

group as a percentage of the net output of the exposed group was 43+7 per cent
while in 1967 it had risen to 536 per cent.

|

TaBLE 8: Implicit Net Output Price Indexes for Export Oriented, Import Competing and
. Exposed Industries 1953-1967

Base 1953 = 100

5
Industry Group t

Year : 5
Export Oriented* Import Competing Exposed*

1953 1000 1000 1000
1954 1011 . .97 3; . 994
1955 1019 99°1; 1006
1956 1018 103" 4] 1026
1957 1033 1010} 102-2
1958 ) 108-6 105°7! 107°4
1959 1112 1055’ 1087
1960 1109 103°7] 107°5
1961 112-8 107-6] 110°§
1062 119-0 1164 117°9
1963 1299 1176, 1238
1964 1333 122'0“ 1278
1965 137°5 1262/ 1320
1966 ISI'I 137-8! 1446
1967 1587 148-01 1537

Busic Sources: As for Table 1. o
*Excludmg Shipbuilding. - ,

The level of the 1mphc1t net output price index of the import-competing
group was lower over the whole period, with the exception of 1956, than the
corresponding index for the export-orientéd group; as Table 8 shows. Howevet,
the differences between the two indexes were not Very substantial at any time.

As one would expect from the behaviour of the volume indexes of the export-
oriented and import-competing groups the productivity indexes for the two
groups show large differences in their levels over the whole period, see e Table 9.
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Taste 9: Indexes of Volume of Output per Person Engaged in Export-Oriented, Import-.
Competing and Exposed Industries, 1953-1967

Base 1953 = 100

Industry Group

Year

‘ Export-Oriented* Import-Competing Exposed*
1953 - 1000 10070 o 100°0
1954 _ ' 10I°I. 1076 1039
1955 1008 . I11°3 . 105%°S
1956 . 1067 L III-2 1085
1957 1064 112°0 -~ " 108-8
1958 ] 1093 116°6 1124
1959 - 1141 C1273 1199
1960 i 1190 " 1330 1252,
1961 1287 139°3 1332
1962 1286 1450 1358
1963 1301 © 15073 . 1392
1064 . 134°4 160°1 .- 1460
1965 1356 1763 : 1542
1966 . 137°0 177+8 1556 -
1967 1469 180°9 - 166°5 .

Basic Sources: As for Table 1.
*Excluding Shipbuilding.

Using Kennedy’s equation to predict product1v1ty growth from output growth
the following results emerge:

Exported Oriented Import= - Exposed
. (excluding Competing (excluding
~ Shipbuilding) Shipbuilding)
Actual Output Growth :
(per cent) 46 81 63
Predicted Productivity ' : S '
Growth (per cent) 2-8 44 36
Actual Productivity
Growth (per cent) 2-8 47 37

The Verdoorn relationship again explains almost all of the. differences in
productivity growth among the two groups. Irish industries competing against
foreign producersin their home market have put up a better ‘performance, in
terms of the measutes used, than Irish exporters competing in foreign markets.
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‘Given the tariff situation, this is not surprising: a con51derable bias against exports
is created by our tariff structure. McAleese [8], notes that

export incentives. . . are still small relative to the i 1ncent1ves to import substitution.
As tariffs fall and assuming export incentives remain the balance will, of course,

begin to be ‘righted.

i

CONCLUSION

"The approach used in the paper of allocating industries to sheltered and exposed
groups can be criticised on the ground that the paper has not shown any connec-
tion between protection and exports. McAleese [8] has shown that, in fact, in the
Irish case there is no relationship between them. A p0551ble explanation, supported
by information from the CIO reports, is that only a few firms in an industry
are engaged in the export market. For these few firms the degree of protection is
not important; but it is very important for the remainder. It would have been
prefereable, therefore, to have examined the behaviour of firms in the export-
oriented industries. The necessary basic data are not available to us. It would be -
a task ‘well worth undertaking, perhaps on a sample basis.

The classification of industries into sheltered and exposed groups is useful in
shedding light on the different performance of Irish industries with regard to
output, productivity and prices. Industries which have bf:en exposed to foreign
competition, whether in the home or export markets, have increased their volume
of output and their productivity at a faster rate than sheltered industries, while
prices of the products of exposed industries have incressed at a slower rate than
prices of sheltered industries products. Within the éxposed group there has been
a larger increase in the output and productivity of import-competing industries
than for the export-oriented group, while price increases for the import-competing
group have been smaller than for the export-oriented group.

If Ireland joins the EEC there will be a great increase in the number of industries
exposed to foreign competition. The performance of exposed industries up to
1967 has been satisfactory, exposure to competition on the whole having led to
greater efficiency. While there is justifiable concern as to ‘the probable effects of
frec trade conditions on Irish industry, the results presented in this study are
not dlscouragmg 1

Economic and Social Research Institute, Dublm 1

l
RI:FERENCES |

[I] Aukrust, Odd, “PRIM 1: A Model of the Price and Income sttnbutlon Mechanism of an
. Open Economy, Reveiw of Income and Wealth. Scries 16, No. 1, 1970 -
[2] Aukrust, Odd, “Trends and Cycles in Norwegian Income Sharés”, in Income and Wealth
Series IV, edited by Milton Gilbert and Richard Stone. London: Bowes and Bowes, 1957.



OUTPUT, PRICES, PRODUCTIVITY IN TRANSPORTABLE GOODS INDUSTRIES 207

[3] Central Statistics Office, Input-Output Tables for 1964. Prl. 985. Dublin: Stationery Office,
1970.

[4] Central Statistics Office, Irish Statistical Bulletin, Scptember 1966. Dublin: Stationery Office,
1967. ’

[s] Geary, R. C., “Productivity Aspects of Accounts Deflation,” in Income and Wealth, Series IX,
edited by Phyllis Deane. London: Bowes and Bowes, 1961.

[6] Geary, R. C., and Pratschke, J. L., “Some Aspects of Price Inflation in Ireland,” ESRI Paper
No. 40. Dublin: ESRI, 1968.

[7] Kennedy, Kieran A., “Growth of Labour Productivity in Irish Manufacturing 1953-1967,”
Journal of the Statistical and Social Inquiry Society of Ireland, Vol. XXIL Part L.

[8] McAleese, Dermot, “Nominal and Effective Rates of Protection in Irish Industry.” ESRI
Draft. Dublin: ESRI, 1970. To be published in 1971.

[9] National Industrial Economic Council, Report on Economic Situation, 1965. Pr. 8552. Dublin:
Stationery Office, 1965.

APPENDIX

Exports, Competing Imports and the Sum of Exports and Competing Imports as a Percentage
of the Domestic Production of the Transportable Goods Sectors of the 1964 Input-Output Table

IO Sector Sector X M X+ M
Number  DP DP DP
Peat Process/Coal 16 88 89 17°7
Stone/Ores, Gravel 17 46 2+8 74
Cattle Slaughtering 18% §2°1 07 52-8
Fats 19 A A A
Other Offals 20 A A A
Hides/Skins 21 A A A
Pig Slaughtering 22% 360 — 360
Sheep/Horse Slaughtering 23% 352 — 352
Milk Products/Crumb 24* 48°5 02 487
Flour Milling 25 0§ 0 10
Animal Feed 26 35 1473 17-8
Bread/Biscuits : 27 3-8 12 5°0
Sugar Refining 28 114 2:0 134
Chocolate/Sweets 29 26°4 109 37°3
Marg/Process of Fruit, etc. 30 189 22°8 417
Drink 31* 40T 93 494
Tobacco 32 17°6 30 206
Wool Cloth 33* 50°2 22-8 730
Wool Yarn 34% 21-8 62-8 846
Cotton, etc. Cloth 35% 217 1019 1236
Cotton, etc. Yarn 36% 257 1772 1429
Ropes/Mats/Sacks 37% 351 26-8 61:9
Rugs/Bed Linen 38 254 32+6 580
Hosiery/Knitting 39% 33°$ 13'8 47°3

Shoes/Leather Goods 40 315 8-8 4073
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IO Sector - Sector ;X M X+ M
Number | DP DP DP
Clothing S S 145-1 89 540
Lumber/Building Wood , 2% i21 I 1408 1619
‘Wood Products/Furniture 43 121" 182 303
Paper and Products » ‘ 44% bareT 56'9 78-0
Printing/Publishing ' - 45 {19 -0 243 4373
Fellmongery/Tanning : 46*  149°5 21-9 714
Fertilisers 47 02 670 67-2
Paints, etc. , s T 48% 83 339 422
Med/Soap, etc. - 49% 131'5 $83 897
Glass/Pottery 50 1255 293 54°8
Clay Products/Cement ‘ : ST 1146 77 22°3
Metal Products Cos2* 217 475 69°2
Non Electrical Machinery 53 61°1 556 1167 -
Cables, 'etc./Plastics ' ‘ sa* 304 80:8 1201
Other Electrical Equipment 55* 1376 271 647
Ships, New/Repair - . .56% 1154 —.  IIS4
Road Vehicles, New , 57 106 o1 07
Rail Vehicles/Vehicle Repairs 58 1 o1 09 10
Petrol/Rubber/Bit. » 59 11402 2343 37°§
i
Basic Source: [3]. ;

A = Artificial sector; X = Exports; M = Competing Imports, DP = Domestic
production; * Exposed Sector.





