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THE ECONOMIC RESEARCH INSLL Itk

A‘$§mple.Macrofeconomic Growth Modal, - Part'I.

By R. C. Geary

t

} ‘At constant prices in year t (with t = C
iy, ( | in the‘bgse_year) let ,  1960
) ‘ £m
Y. = net national product at market 626
- prices oo
H
: C, = national consumption at market 567
. prices - ‘
, T . | Coe
Vt = net fixed capital formation ... , b1
n
Vt = change in stock £ T 9
Xt»=\current_exportsi\,t ‘ , : 255
N . o N
(1) M, =-current imports (positive or, ..
e L -negative) in respect of profit,
e ' interest etc in consequence of
investment from abroad Nt C
" ' ’
Mt = other current imports 256
Nf = net investment from abroad 1
St = national:.saving . . : \ 59

National consumption includes general go?éfﬁméht as
well as household consumption, The values for

Ireland in 1960 areﬂindicated.

Idontities and equations

We then have four national accounting

identities as follows:- .

' ' t N 1 "
{i) Product account | : Yt= Ct+Yt+Vt+Xt-—Mt-—Mt
. _— Vo ' n .
(ii) Extermnal account : Xt—Mt—Mt+Nt=O
( 2 ) o ) f 0N V
(iii) Capital~Saving account : Vtz+Vt = St+N€
(iv) Consumption account ‘ : Ct+St = Y,

Theseffounﬁgpcounts are articulated (or double-entry),
for it will be noted that each of the nine entities
specified at (1) occurs twice, once on the left side

and once on the right side of the identities {(2),




In oonsequence ;only three of the four 1dent1t1es

are’ 1ndependent v'any one of the four can be derlved:p

from the rema1n1ng three o In sum there are three

crelatlons between the n1ne entltles . six other

;relatlons are requlred to. obtaln a model from Wthh .

‘,cach of the ent1t1es may be determlned 1n any year

fgglven the values in base year t = 0. It 1s"

assumed that durlng the growth perlod 1mport and
'v_export pr1ce 1ndexes (base year o) are the same so'

‘that no entry Por the tradlng galn 1s requlred 1n

_relatlons (2) It w111 ‘be ‘noted: that N is pos1t1ve

when current 1mports exceed current exports and

~negat1ve in the contrary case

’These'sik”behavioﬁristicfeQu@tions

(deterministie as dlstlnct from stochastlc 1n

’,»‘.\

wcharaoter) -are found as follows. Flrst the growth

equation
3y Y o= (1 +°r) Y

o’

‘where r is the annual growth rate of the economy

A consumptlon equatlon is

‘ ,,5“ E RS
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80 thét;’fromvCQ)(iy); saving is given by

DU paih o er e Do

(5)- .. S = sY_.
'\,Theffixed«cepitel—relation ishderiyed ﬁrom?thet,hgf:
incrementalhcaoifeifontput ratio k whereby -

“"‘~;: Lei

00 Ve k(¥ = Ye)e
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But, by_definition\ofﬁr, the growthyrntio,}:t_‘

;'Hence,‘from (6) and (Z):wefheve theyfixed capitelﬁ@

'eequat1on,

, ,(8)'-“‘;"“ penl V = ;.k,fot.ﬁ




ey

'As regards changes in stqéks,’let stock Pt af;beginning

of year t be

(9) By eY

- s ', - L - N - °
Tpen.31?ge Vt = p(:Yt+1 - Yt) we hgvg, Erqm (7{, the

stock equation

‘10) _ V_t = ert.

It will be convenient to take investment from abroad

N. next. 'The required external investment ‘equation,
derived from (2)(iii), using (5), (8) and (10), is
(11) N, = (kr + pr. - S)Yt'

, oL , o oot
If n i$ the rate of interest, total interest Mt
payable or receéivable in year t in respect of foreign
investment during the period of review is ’

' t-1

‘12) S Mg=an N, .

t'=0 "
Hence, from (3) and (11),
. ' t-1

. '
n(kr + pr - s)Yo 5 '(1’+‘r)t
o : t'=0C

My

I

i

;n(kr 4+ pr - s)Yo (1 + 1)

]

(13). n(kr + pf'-';)(Y

the external investment interest equation,

\

The imgdff.equation ié
(14) M, = mY

Finaliy_the'exgbrt.eddaﬁion is derived from (2)(i)
by substitution from (4), (8), (1C) and (14). It
is unnecessary to write the_compfiééted formula down
since in practice (i.e. with actual figures) the

value can be readiiy found.

The model accordingly consists of a system




1nVOlVe 31x parameters r, 15

’“they would all appear 1n the export equatlon o Each

ullnearly in terms of Y Land Y or,>1f Yt be regarded

P HES R LS. L ooy - . o
- ot

~ of nlne equatlons (of whlch three are. the accountlng3~7

»1dent1t1es (2) to datermlne the n1ne entltles

spe01f1ed at . (1) The sxx behav1our1st1c equat10nS~‘

k, p, n ‘and m - actually

of the s1x equatlons expresses the relevant entlty

as glven by (3) 1n terms of Y alone.: Hence glven

Yo’ ‘the 1n1t1a1 value of Y and the parameters the‘°

'a,fvalues of all the entltles spec1fled at;(ix .are-
»%determlnab‘efln such a way ~that they mustxsat;sfy

pthe accountlng 1dent1t1es (2)

'Appiidation’inffreland;

Though thls 1s de31gned malnly as a;i

"?theoretlcal exer01se some reallty w1ll be 1ent to

‘1t by some cons1deratlon of the values of some.. of the

parameters 1n Ireland

pThe cap1tal~output ratlo k In the appended Tableﬁf:

squares procedure applled to (8) the estlmate of :ﬂ
fk'b L o EOCTRE

: (17?»t; ‘di',=‘$.y t‘ -

the perlod 1947 1961 : From Chart 1 shOW1ng grossﬁ

mnatlonal product and net natlonal product at

constant prlces s- the dlfference ‘is depre01at10n‘4{ o

it will be apparent that 1947~ 1955 was 'a perlod of -
'Vsmall but regular advance in the economy - ce ”, T
‘Accordlngly 1t seems approprlate to estlmate the b f' . -
"average net cap1ta1 output ratlo for thlS perlod . rth : o

'trThls estlmate is made by u31ng the model }“j,tﬂf

(19) Oreuy - Yp)

where'uttispafrandomivariabiéréﬁdftf“””

AR S
* -

the 1nverse of the capltal—output r 1of‘

,‘namely k "1s found fromtf' '
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ApplYing this formula to the data-in columns (6) and

1]
A7) in -Table 1 we Eind'ﬁ = (0,2088 which, for
’ L.

T..convenience, may be taken as C.2, -yielding a

wcapital-output ratio for the period.1947- 1955 of

#65, .. By international standards. this valueﬁls.;arge.

Thereiere=three'possible-qontributpry causes for.

.this 1= , : . i -

{(a) .under utilisation of capacity; - L
(b) the sizable..proportion borne by. dwellrngs ——
- see column (4) of Table 1 ~- with a high
eabitaleoutpuf3ratio;in;xotalygrossmfixed
.capital; formation; . '
(e) the low-woutput-increment for agriculture

~during the:period.

‘Extrapolatiqg,the-constant price value of

output’ using the: formula -

(18) Byy = Ve - Y = 0.2V

N B

and‘starting“With'the‘ectwal value,. of net national

" product for 1985, namely €518 million,. the: .. ;.

following :"expected" values are:found: (in, € million)

with the: actual Yt'ferﬂcomperisdmnf

R S ST IS 3 T .'.7:""\”'"'
,wawn-g,yYear - %Ay€ ..yt' ‘Yfﬂ
1955 ..... 13 518 518
1956 ..... 11 531 508

1957 .,.... '8 542 513"
1958 ..... . 8 550 490
” 1959 ..... 8 ‘558 513
1960 ..... 9 566 537
1961 ..... 11 575 562

1962 ... . 586

The yt ‘are graphed ‘as ‘the dotted line" (Erom 1955)
on Chart 1. Comparlson of the’ actual and T
"expected" development (1 e. of’ Y with yt)‘of“

NNP from 1955 clearly 'indicates the period 1956~

1958 as one of :! marked rece381on ‘and theé perlod

1959 1961 as- merely ‘one of recovery Durlng the

". [




,whole perlod 1955—1961 Fixed cap1tal was under—r

lb*utllmsed by reference to the probably not too exaltedQ.

fstandard oﬁ 1947~1955 If the favourable trend of
1959 1961 contlnues 1nto 1962 the economy w1ll have

3ust reached the p01nt lt would have‘reached 1f the

‘°"1947 1955 trend had contlnued In fact the

expected” graph may understate what the actuallty

"mlght have ‘been '31nce net flxed cap1ta1 formatlon .

.(on Wthh the estlmated annual 1ncrements depend

*,,pursuant to formula (18)) would presumably have been

1k

”1arger had - there been no. rece381on.#f' of course :
“fthere 1s the unprecedently healthy feature about’ the‘
recovery phase 1959 1961 that 1t was based 1arge1y
" on- exports and the impetus’ 1nduced in thls sector.f
70nce achleved may ‘not slacken N Furthermore, as’
w111 presently appear the capltal output ratlo of.

5 is: far too b1g for -an’ economy asplrlng ‘to a
'~large and sustalned rate of growth glven the Irlsh

propen51ty to save wh1ch7ls con81dered 1ater.~ﬁ The

chart makes manlfest the fact that no . safe : o
'1nference can. be made asﬁto the magnltude of the
e1ncremental cap1ta1 output ratlo on: the experlence
of 1959- 1961 The writet refralns from quotlng the .
rate 81nce he regards 1t ‘as belng too good to be
>true.f' The iggz;a& year w111 really be 1963 %:Wlll
the actual NNP at’ constant prlces be the extra-k

‘polatlon of the actual - (broken) graph on the chart,

. Wthh w111 estab11sh a new and v1gorous growth

1mpu131on ‘ or w111 the flgure be merely an .
extrapolatlon of the (dotted),expected graph whlch
yw111 1nd1cate merely a rever61on to. the 1947 1955
trend W1th the unhealthy 1arge-net capltal output
ratlo of 5°>H'ﬁfﬁn;wt;),h fr 0
: Admlttedly a cap1tal~output ratlo
,extendlng to the whole economy is- not partlcularlyﬂ
81gn1f1cant for comparatlve purposes. 1n t1me or:
betWeen countr1es 1n partlcular because sectors
of the economy dlffer so much- in- cap1ta1 (as

.dlstinct from labour) 1ntens1ty -;Thls 1sn»"’“g

% BRI R .
In The Economlc Research Instltute Paper No.w

j"Prospects of ‘the Irish Economy ‘in 1962" (in press)
+ A. Kuehn ;anticipates. only a-:small 1ncrease“(1f‘any)
.1n exports in 1962 SO IR N N A

CEY




partlcularly the case 1n Ireland where agrlculture
1s an 1mportant sector {accounting for about a
Quarter of gross domestic’ product) and in agriculture
one surmises that the_role of fixed capital in
promoting development is less important than in
industry in the sense that current expenditure in
the form, of Eertiiisers,.inseoticides, medicines etc
is likely to be mo?e conducive to érowth than is
capital expenditure} Apart from this point, in
comparing capital-output ratios in Ireland and the
United Kingdom it seems desirable to eliminate
agriculture from thee Irish computation; this is
scarcely necessary in the case of UK where
agriculture accounts for only.one—twenﬁififth of

gross. domestic product,

Omitting egficulture from Irish capital
Eormation‘and'output the gross capltal output ratio
for the period 1953-1959, calculated by formula (18)
is 6.8, practically identical with the UK flgure
similarly calculated for the same period of éﬂg;

It should be pointed out, howe?er, that, for the
purpose of thislcalculétion GDP for the years

1956-1959 .was based on "expected" net national

'-product shown on Chart 1, not on actual since the

figure obviously related to years of recession,

The gross ratio has been used (i.e. in formula

(;0)); 'Vt'has‘beeh taken as gfoss;fixeo capital
formation-andi&t as gross domestidlpfoduct, both

at constant .market prices, not:only because

separate figures for depreciation in the agricultural,
sector have not been published for Ireland but also
because . some expert opinion favours the use. of the
gross conCept in preference to the nct on theoretical
grounds for which there is much to be said., It is
satlsfactory to observe that on- this admlttedly
over~generalised test, the Irish non- agrlcultural
"economy does not maké a,bad-show1ng. It may be
worth observing that' in advanced economies: the
:gross ratlo -is about double the net ratio, 4 On

‘the net baals, therefore, an increfental ratio of

-3 for Ireland {(including the agricultural'sector)._

"is not an unreaéoqable aspiration . for the future.-



eaStock ratlo p.fu The stock ratlo ‘P, glven by (9)

B SRR I

at constant prlces 1n each of’ the last ﬁlve years

';;was as follows (source CSO PSS

l v

S ,f-g:pgy;;,,fu:f~sa}au;».eax;@«k,
’”ﬂ§1957 . et R PR R N o

;,1958 o763,
1959 1&;3~5§}
S 1esc ERRRRE TN
;,i" i ‘ 1961 “'5'8"

—

B - . G e
——— ‘ BRI,

' Average . 6C.4" "

- The relatlve trendlessness in the flgure w111 be _
‘7noted ;also 1ts magnltude due malnly to the con—~ o
t,trlbutlon of 11vestock in Wthh S0 much worklng .
’capltal is perennlally locked up in Ireland "Ax
5reduct10n 1n thlS stock ratlo would be de51rable Eor
'rapld economlc progress It w111 have been noted
that 1n the 31x behaV1ourlstlc equatlons the term
ko 1s always accompanled by pr 1nd1cat1ng that’x

jgro tanto a, reductlon in P hae prec1sely the same

”eeffect as a: reductlon 1n the marg1nal net capltal—

Aoutput ratlo k : Clearly a prlme objectlve ln economlc
J pollcy should be earllor maturlty of dry cattle
For thlS paper p w111 be taken as Q 6 Gﬁ"ﬂﬁf'{‘

ot 1',_,:.
4 ' :

Sav1ng ratlo s. As saV1ng fluctuates consxderably

from year ‘to year (see columns (9):and (10)
.Table 1) 1t W111 be convenlent ‘to d1v1de the 15
years 1947 1961 1nto three qulnquennla and to use

annual averages to the folIOW1ng effect

Annual aVerage (£ mllllonsat;cgrrentglﬁ4e
,market prlces); : SO

Net = | 7 Net - B ‘Net | As ‘per~- ‘
natlonal ‘Saving| ‘invest- | capital " “‘centage

PerloQ'jf 1ncome*fupg s ment - {-formatlonuﬁetmof-nate

A oLk o | from . | at home | dional in-.
B A RPARILAE "abroad S | come(2) -

G (@)

1947—;951";36737‘? ‘15i2 | 562 :'fﬁ‘4%*4”7‘

) (7).
.11 i ‘
.ii“;l‘
1"

K

(1 oy ey ) T sy

)

2 A
.8

.0

o"na m<

(

‘ 4

11952-1956.|  506.2 46, 1;'f';¢.3 1 s0. 4“ff7*‘ 9
B e 9

1957-1961 | 6024 | 548 | o1 | sao




,.,:0f .course, column (3) plus (4) equals Qolﬁmn (5);

L In 1947-1951, a period of restocking, espe01ally of
coﬁsumer durables, the saV1ng ratlo was low,(column
i(Q)) and foreign dlslnvestment hlgh The proportion
_borne by investment from abroad in capital formation
.at home .rapidly deQLinedxto practically zero (on
average) in the Latest.qpinqueﬁhium. It should be
emphasized that the figures in eolumn (4) are net,
i.e. they represent the balance of gross: extern
investment (girect‘and portfolio,iincluding drawing
down of Irisheowﬁed.assetsAabrqad,,reserves of
extern-owned companies, subsidiaries and branehes in
. Ireland invested in.Ireiand as well asidireqt
Aiﬁvestment of externs) over Irish investments abroad.
These two gross totals are npt,knOWp¢¢:‘Sinee foreign
-Hiqvestment in . the State during:thefpepiqq¥1957~¢361
was‘kﬁown to be large,‘so also.mgst.mq§e been, Irish
investments abroad. It_wogld;be«usefgi and_ . |
revealing to have the gross figures separately.

<ena1ysed.;ntqfthein:m@im‘constituents,”

From the present p01nt of view, mainly of
note is. the fact that in each of the periods R
. 1952~ 1956 and 1957~ 1961 the saving ratio equalled‘
9.1, In\any.specglat1ons as to the magnitude:of, the
ratio.duringethe;pext,depade 5”;59;i? would appear,
unrealistie.te,aeeeme.a large ﬂeparture:frem 9 or .
leﬁpepqceny. |

P e . : . Cohr e -
T i L -

The.. import ratio, m. For any,Irlsh model,jm is

p0851b1y the most. 1mportant parameter because of the
relative magnitude of external trade in the national
economy. The 31mple average. values,, of the ratlo 1n

the last three qulnquennla were as. follows'—

c _ Period. . Imports as’
o S percentage
© GNP
,. (constant
prices)
1947-51 ........ 41.7.
1952-56 ,.,...,.. 38.C
1957-6% . ......, 40.2. -

The absence of trend will be observed, more apparent
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perhaps from the 81ngle year percentages in- column (8)7

fto 1nfer

hof the appended Table 1 One might’ be 1ncllnel”
yfrom these very stable flgures that 1t WOnld be proper
’ I

. to assume 8 4C7 ratlo 1n any Irlsh growth model Thls‘

'would not be correct for tas the follOW1ng analy81s

fshows the stablllty of the ratlo “in’ Iroland has been’ ‘: oy

very probably a reflectlon of" the comparatlve@slow rate

of growth of Irlsh GNP at conetant prlces A -

/ From the UN Natlonal Account Yearbook 1960“
'11near tlme trends were fltted to log (constant prlce
".GDP) and to 1og (ratlo of constant prlce 1mports to\
:’GDP) durlng the seven year perlod 1953 1959 for all
>vthe»countr1es fol'whlch these data were’ avallable forr

the purpose of determlnlng exponentlal growth rates

'"~ffof both entltlesy:_ Ultlmately three countrles wene

omltted namely Columbla Bcuador and Iceland Awhere

41t was ev1dent that there had been some 1nterference
yw1th the~“patural” trend of 1mports the same 1ndeed
‘mlght be sa1d of Ireland 1tself because of the Spe01al
Lev1es of 1956 but EAN was d001ded to retaln Ireland '
51nce the near zero pos1tlon of the country accordlng"»
to the two varlables would obv1ously notfbe much -
affected even 1f the lev1es had not oeenvlmposed ‘
'irThe results for the twenty-one countrles are dlsplayed:»y
'ion Chart 2 Wthh makes the relatlonshlp%between the

two varlables falrly ev1dent to the eye o ThlS is

conflrmed by the fact that the COfolClent of ‘fiﬂ - ,‘1n’r7
"correlatlon between the two is C. 67, hxghly s1gn1flcant

W1th 21 palrs of observatlons . The tendency for a _Urb,"'ﬁw

~hypothetlcal stralght llne of relatlonshlp to pass"'

vlthrough the orlgln also appears to be a tenable

:hypothe81y,';geffthat zero ratlo of growth of GNPf

tw1ll be assoc1ated with zero ‘rate of" growth of the
1mport ratlo'“ Ireland 1toe1f is an 1llustrat10n
~In- fact the averages for the 21 countrles are 3. 6p
for GNP and 4 1% for the 1mporttrat10 , Accordlngly
4 the 51mple hypothe31s that a 1% rate of growth of
h«GNP will be accompanled by a 1% growth in the-ratlo
‘~seems reasonable 1ffa llttle conservatlve as '
regards the growth 1n.the ratio. = ' Z”
s T S ¢ 4

It mlght be though Ethaf‘aéﬂiéélané has_ﬁi
A already a c0mparat1vely hlgh ratlo of 40% 1ts rateo

:I',
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of growth for gach: 1%.in GNF might be 1ess than that
jof countrles w1th a.lower percentage i.e. that there
Hbf the ratlo at .some fairly-high percentage (60 7C,
80?). Such’ does not appear-.to be the case in any very
marked degree. In fact, the correlation between the
mean level of the ratio. and its rate of growth is

only - €.1C which is certainly not statistically

31gn1f1cantly dlfferent from zero though the mlnus

sign will be noted The possibility of a sllght
tendency towards talling—OFE”iS"sllowed for in
depressingAthe‘regationship-to 1:1. It should be
added that no account’is taken of Ireiand's prospective
‘EEC membershlp in. assess1nn this reiationship It is
beyond doubt that. the ratio m would ‘increase more

steeply on)entry into the Common Market.

All parameters will- accordlngly bc glven
flxed values in the experimental forecasts to be
undertakenv except m which will increase percantage—
wise with:Yt. For example if the serieés starts with
m = 0.4C and a rise of- 3% is! Dostulated ‘for the flrst

'ano:subsequent’yéars in»Yf m will ‘addumé the;t
successive values (0.4C, 0‘412;~c.424;?.?§’éééﬁ”sz in

excess of the preceding value.

The break—even case.

‘ IE it be necessary to assume that thn natlon
1s not to develop a systematic 1mport excess the'
:“so]utlon of ‘the problem of economic growth 1s an:q
wextremely simple one, in fact it may bé’ dGPlVed from
relation (11) above. _ Since theé" assumptlon implies

o

that N_ is pos1t1ve or Zero, we: have

-

(19) . s » (k + p)r ﬁ"hx ”h s
ag a necessary condition.  Given thst p‘— ¢, the
values ofss;“the net saving ratio can now be
celculated for dffferent:sets'of;values of k the net
Uflxed capltal output ratlo 'éno'r the rate of increase
of net national. product Four Values of k pamely

2,3,4,5,are postulated and three values of r, namely
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"f'-;" ' R R D e T T TN BT PRP A i
O CS 0 CS and C C7 It w111 be recalled that the
”j'value of k in Ireland for the perlod of contlnual \
growth 1947~ 1955 was very. close to 5. The follow1ng‘

":[u‘are the values of s for all twelve comblnatlons of values

ﬁ*under the assumptlon that ggﬁ

IR TITI L ey e

iwe”%thatfimports

forelgn net 1nvestment 1s zero: ﬁ,gfjmg*eiggpﬁgﬁ

QA w AJ'@Hk_;’

0.3 C.O7EX |
L1005 ,0i1T0K
,};0;03“ -lﬁg*ev
0,05, C.18C |
G 07 2590

: c 38*/ |
CQUC
ooc.322 . -

3 3‘(‘4‘168 .

€.28C

C 302 e

F et
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ngt W1ll be recalled that durlng the 1;§t
decade s avenaged 0 091 1n Ireland so that
'reallstlcally, only the asterlsked comblnatlons can
be contemplated 1f one has ‘to postulate an, external
break even W1th a saV1ng ratlo Wthh the Irlsh
people would tolerate Durlng the growth perlod
1947~ 1955 the actual rato of growth of., NN ’

constant prlces 1n Ireland was 2.4% Vanthhe‘value of
k was about 5 It w1ll :be. recalled how“ver 'that:(

durxng thlS perlod external trade was markedlyvln

deflc1t It was thlS deflClt Wthh .made the modest

wrate of growth poselble glven the Irlsh pattern of

~econom1c behav1our
The follOW1ng conclu31ons emerge from thle
&'analyeie under the assumptlon that in: future forelgn

trade is 1n balance

lkl)‘;LTo malntaln.avﬁ/ rate of growth w1th the net’

‘ J";flxed capltal output ratxo of 5 Wthh obtalned
uiln the growth perlod 1947 1955 1t would bev~ ’
ﬁgnecessary to 1ncrnase the net saiing ratlo from;d“

1“1ts recent level of 9% tof' It 1s very

'{:unllkely that thls leVel would)be attalned




(2)
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through voluntary saving and forced saving

(e g. by taxation) would have a disincentive

effect,

To. attain .and malntaln a rate of growth of 3%

‘ion more :a'drastic reductlon of the capltal—

output: ratlo w1ll be necessary Analysxs has

-shown that the ratlo 1s very hlgh in the

grlcultural sector. 1n Wthh the mwate of growth

“in. the future as 1n the past is likely to be
" slow, whatever the, rate in the rest of the
. economy... Hence flxed capltal 1nvestment should

~be deflected Erom agrlCulture where it seems

llkely that current 1nputs of fertlllser seeds

etc .efificiently applled as well as 1mproved

“otanoarde of farm management shOuld be conducive

to considerable economy in appllcatlon ‘of fixed

capital,;in arterlal dralnage etc

CE

?;Through skllled management the closest attention

should be. glven to, 1ncr9831ng output ‘Prom fixed

-caolcal stock. at e z level ThlS 1mplles an

’1ncremental capltal output ratlo of zero

Clearly the - achlevement of a zero ratlo over
wide argas.,of the economy w111 result in a
substantlal reduction in the ex1st1ng ‘level of
the - ratlo which, in the non~agrlcultural sector
was about 3-4 1n the post—war perlod :not very
different, as has been, shown from the UK level

Dut not good enough for a regular substantlal

-growth rate in the economy.

Attentlon should be glven to economy in working

vcapltal The present hlgh level oE C 6 for the

natlonal ratlo oF stock to NNP could be
drastically reduced by earlier maturlty of
cattle. B

Entrepreneurs should be encouraged to apply the

/net capital—-output test (output of course being

forecast) in all considerations of increasing
fixed capital., One surmises that at present

"hit-or-miss'" obtains in considerable degree



cor b

' the necessary calculatlons could bo madev‘
v \',,‘ '\v, e # 3

1th 11ttle trouhie.fi

Bl

(6) /jThe propen31tv of the rat1o 1mports to ‘net "

Tnatlonal product‘to 1ncrease w1th net nat10na1 7,

‘ product has been,stressed t The 1% - 1%

relatlonshlp should be regarded as a conserv—‘

I

ﬁuatlve one.'f FEC membershlp would entall a- sharp

i

;5 L Jncreaso in the ratlo On any reasonable-r

assump L.lon

N

and“not only the present restrlctlve

KN

ono of equallty)'of the relatlonshlp betwpen

ffcurrent 1mports and exports 1n the aggregate
;exports must be env1saged as 1ncreasxng ‘ .
wpercentagew1se 1n volume more than net natlonal
Hirproduct Accordlngly the attaxnment of a great
’rand contlnulng 1ncreasev1n volume of exports 1s
S A necessary condltlon for a substantlal rate

of growth in the Irlsh economy To this end a

vysubstantlal reductlon 1n prlces 1nterna1 as well

’f{as“external ‘1n—relat10n'to European prlces w1ll

gfbe necessary The present gap 18 a 1arge one~
éja recent samplerlnq;lry conducted by CTT has
"oshown that :onwayerage 'Irlsh 1ndustr1a1 products
_are expoLted at a prlce‘about 15w on average{f’
‘mbelow the home Prlce. ,fUnder EnC condltlons 1t

7vIS obV1ous that a 1arge part (though perhaps

';not all because of 1mperfect competltlon)’of

hlS margln must be swept away

ke

1(55'f'Hav1ng regard to poss1ble modlflcatlons ‘in the'

>r1ght dlrectlon in the coefflclents of the economy»

i'1t does not appear poss1ble to attaln even‘afS%,’

*rate of growth w}thout toleratlng a falrlyri“

ilfsubstantlal external def1C1t 1n trade for many

~,years to come ThlS aspect Wlll be examlned in

¥
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Col.

Col.
Col.
Col,
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linkage at year of change.

(3):
(4):
(5):
(6):

(7):

GNP and NN?

Current price data deflated by capital price
Included in col, (3).
Current price data deflated by capital price
Col.(2) less col.(5).
Col.j?);%ess col, (5).

are

index

index (CS0).

(CSO) .

expresseé¢ at market prices,

Table 1. Some lfacro-economic Bata, Ireland, 1G47-1961
At constant (1983) prices At current prices

Gross i Gross i Dwell~- Deprec- | Net Net Imports Het (@) as

Year national fixed ings iation national | fixed as % of national Saving percent-

- prcduct capital product capital - GHP product age of (?)

: formation formation o

(1) (2) (3) | (4) (5) (8) (7) (8) (9) (10) (11)
£ million e £ mithian %
1947 435.2 37,7 5.1 12,7 423.5 25,0 41,7 325,5 14,8 4.5
1548 453.7 45.0 8.1 12,5 441,2 32.5 41.1 349.8 20.9 5,.C
1949 480,5 59.7 14,5 13.7 466,8 46 .0 38.7 373.0 26,4 7.1
1950 4856.68 7C.6 17 .4 i6.3 470 .0 53.8 42,8 384.1 i15.4 3.C
1951 496 .6 8C.1 - 19.5 17.5 479,1 62,6 44,4 406 .3 -i,5 ~C.4
1952 512,7 78,2 18.6 17.9 494,8 60.3 35.6 461.0 42,9 9.2
1953 525.56 79.5 16,3 21.2 504 ,4 58.8 39.2 564.4 58.0 11.%
i954 532,4 85.5 15,2 23.4 509.0 62.1 37.9 505.9 50,5 1C.¢
1955 541.9 89.1 i5.8 24,2 517.7 64.9 43.% 526.9 40.0 7.6
1956 533.7 83.4 15.9 26,0 507 .7 57 .4 36,4 532.0 39.3 7.3
1957 540.6 69.6 10,5 27.7 5i2,9 41,9 34,4 552,2 49.6 9.C
1958 | 518.9 §8.6 8.6 28.6 490, 3 40,0 39.5 561.1 36,8 5.5
1959 543.1 74.38 9.3 3G.1 513.0 41,7 41.8 600 .8 50.7 1.1
1960 569 75 11 32 537 44 41,7 626 59 9.4
1961 595 86 n,a. g 562 53 44,2 667 58 1C.2
Sources: Beconomic Statistics issued prior to the Budget 1962; Statistical Abstracts; CSOC.
Notes: .
General: When revision in published figures was ncted figures previously published were revised by



Table 2,

Fercentage Annual Average Rates of
Increase in Gross National Product
and in the Import Ratio at Constant
Prices in Twenty-one Countries,

1953-1959,

Rate of Increase

rates

(2) and (3) are exponential.
column (4) are geometric,
lower than the arithmetic averages for
Ireland used in the text:
simple arithmetic average is 38.5%

compared with the geometric 36 ,8%. shown

Country Gross Mean
national import
product ratio

(1) - (2) (4)
% % %
Germany, FR 6.5 8.8 18.9
China (Taiwan) 6.3 1.0 23.8
Greece 6.3 9.4 22,7
Austria 6.2 8.5 26.C
Italy 5.3 1.9 14,2
Netherlands 4,3 3.2 51.5
France 4,2 C.8 13.1
Porto Rico 4.2 4.C 69.3
Sweden . 3.6 3.4 28 .7
Canada 3.4 1.1 24,C
Portugal 3.4 3.C 23.3
Cyprus 3.1 7.2 62,8
Ceylon 2,9 3.8 40,0
Norway 2.9 1.9 44,7
Denmark 2.8 4.3 34.6
Belgium 2.5 4.4 32.0C
U.S/A, 2.4 3.3 4.8
United Kingdom 2.1 2.1 21,7
Switzerland 2,0 1.8 28 .5
Chile 1.7 2.0 11.5
Ireland -C.1 C.4 36.8
Source: Based on data from UN Yearbook of National
Account Statistics 196C.
Note: Countries arranged in descending order .of

“in column (2),

in the table.

Rates in columns
Means in
in consequence

for 1953-59






