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Happily this prospect has been negatived to some extent, Modern motor works

everywhere are all assemblies on a vast scale: -we read of some having as

s D

many as a hundred sub-contracts. So we suggest a policy of encouragement

RSt Jhantnt

i.} =

‘ with a view to a marked increasc in the motor vehicle industry, or some
1
L ‘ .

| ‘ specialised sections thereof: if we cannot be a major world manufacturer (of

motor vechicles or anything else), why should we not be sub- contractors for
bits and picces? Later we shall find evidence of the astonishingly large part

the motor industry plays in world {rade. To thrive we must have some share in

3
I heavy industry. .
F] ‘Individua] Commodity Exports . -

We pause to remark that in this paper we have no pretension to

examining Ireland's foreign trade even as regards statistics, but only to seck

possible expansion of exports. This we do simply by comparing the current

i
F; some guidelines as to our future foreign trade policy. In this section we consider
<

!

oo  value of Irish commodity exports (using the SITC at different

levels) with world and EEC imports similarly classified. A We seek policy only,

& } not detail, and raise questions rather than try to provide answers. Xven the
;'f\ |~ . ) PP
v ' most detailed (i.e. the five-digit) SITC will not be precise enough
3 1 ' for an interested possible exporter who must do market surveys to discover
fd . .

&+ precise varieties demanded and countries of import.

.

-
.

? ] .Do' we try to expand in. commodities in which exports are already
O/ ! . ) .

"; | . large (i.e. almost certainly in accordance with the principle of comparative

" . . ’ ’ .

: L advantage), or do we develop in export lines at present small but for which

o world demand is large or increasing? Policy must.favour the

former, as the less risky. With .the former there may be natural advantages (our
matchless grasslands for livestock and livestock products and recent discovery

§ N .
-of minerals existing unused capital structure and expert labouy (so that any

* fnerease in exports may be marginal production at low cost), and marketing

expertise. But change is of the essence of cconomic development: policy must

RO A N R E R ML
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have regard to changes in demand even for our traditional products and to
changes in m‘ethods of production and marketing. Ireland is perhaps

fortunate in its speci.alisat'ior‘x in agricultural products in which demand has
alteréd less than in other products; but great change has occurred in pr.odu.cti.on
;nethods with \.vhichl we must keep abreast cven to. hold our markets. Iréla'nd'is
less fortunate in the prospect of increased exporté of its traditional procﬂtcts in
that the income elasticity of demand for.these producﬁs is generally less than
unity, in mérked contrast to other and {0 new products. | So)poi.icy and planning
must take account of all products in current and probable future 4woi‘1d demand.
.In thif;cpxme(.:tion, it is encouraging to think that we now expor;: co'mmoditiés we
hardly knew existed (or did not'exist at all) even at the beginning of the industrial
x;psurge (ca. 1960). Mosé of these new exports may be due to forecign {irms
tc;\\{érds \vilonm we have no chauvinistic objection but whom we shall like even
better wheﬁ they use more Irish materials instead of imports, retain more of
tllleir Irish profits for develf)pm&nt in Jreland and trgm more Irish citizens

fn production anAd marketing. - |

Besides aériciﬁtural productS?textiies and (o a ‘certain extent)

clothing ére traditional Irish exports. In OLII; effortsn tq jbin our EEC partners
s an adyanced ecohomy should we not reconsider our p.olicy in regard to these?
All countries 11a§e ah intereét in the economic development of the so-called
"developing countries" (but developing too slowiy, except in OPEC), not merely
on immaﬂitérian grounds but because, better~off, they will be more lucra\‘;:ive'
mar’ket.s_ for our produce. Now,developing countries (as Ireland did) .probably
start w‘it_h light, or merely aséembly industries,. low in capital. and high in manpower,
unskilled or semiskilled, textiles in particular. Should policy not consider a
gradual drift away from such products except by the most efficient firms, e.g., in

woollen textiles produced entirely from Irish wool, or by specialist brands. While

wages will certainly rise considerably in developing countries (and it is to our




_ksend  _Fend

R

Bl ‘ 3

¥

PR—

3

e

St

s end

I

[ e

- 32 -
advantage in the long run that they should), for some time to come they can

undercut us in price in these typical "beginners!' products'. Do we let them

and leave for other fields ?

In 1973, regarded as a boom year in Ireland, world imporfs

amounted to $588.4 billion* and Irish exports to .$2, 131 million or 0,36 per
cent of thg world total. For tlie market economies, with which we shall be

' exclusively congcrned, imports wére $526. 3 billion, of which Irisﬁ exports were

' .$.2', 694 .million or. 0.40 per cent. EEC imports (incl.uding'those of Ireland) were
$2}4, 6 billion , of whi-ch Irish exports were $1,620 million or 0.75 per cent. Irish
exi)orts to UK amounted to $1,166 million or 3.00 per cent <;f U.K. imports.
These Irish export percehfages will be borne in mind in assessing commodity

balances. Ireland is a small country which, by past standards, has recently

done well with its exports. 8till, these minute percentages show that there is

~ vast scope for further improvement.

’,

Exports of Food and Live Animals S -

In Table 2.9 we show Irish exports as a percentagé of total imports

into (i) all market economies, (ii) EEC, (iii) U.K. for certain SITC three-digit

commodities in group O-Food and live animals, which, as deriving from

P . -,

- agriculture, would appear to afford the greatest potential -for export expansion.

sk

¥k
. ~

Experts regard Ireland as capable of considerably increasing its

Aookk

S = .
quantum output of agriculture and elsewhere . we argue that a large increase in

agriculiural output will be necessary to stem the [lowof workersfrom agriculture, which

- flow exacerbates the problem of the non-agricultural unemployment. Without

such increase in agricultural output, anything like full employmeht will be

Except as olherwise indicated, all basic figures quoted are derived from UNYITS 1874

An Analysis Of Recent Policies For Beef And Milk., Robert O'Connor.Joi;rnal
Of The Statistical And Social Inquiry Society of Ireland 1969-70.

R.C. Geary: and M. Dempsey: '"Relief of Unemployment in Irélarzci" ESRI
Broadsheet Scries No. 14, 1977.
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Table 2.9;Irish exports and (f) world market economy, (i) EEC and (1) U. K. imports of certain commodities in SITC group O with percentages for Ireland, 1973
SITC No, and Commodity Imports ($ miliion) Irish exports per cent Werld export order
: imports of -~ :
World World :
- EEC UK o EEC UK Ireland | Denmark
mkt_ec, mkt. ec,

001 - Live animals ) ; 3,008 1,874 197 6. 9 10,6 8L, 2 3 11

011 - Meatr, fresh, chilled, frozen 8,014 4,701 Q40 3.5 4,4 10,4 2 5

012 = Meat, dry, salted, smoked 596 509 465 50 5.2 5. T 2 1

013 ~ Meat, tinned nes  or prepared 1,515 700 349 - L2 % 2 2 4.4 13 2

022 ~ Milk, cream 969 % 626 38 2.1 4,5 47,0 7 8

023 - Butter 891 631 336 5.7 6.7 12.1 3 5

024 = Cheese, curd 1,342 816 152 3.2 4,1 27. 5 8 4

025 = Eggs 442 271 28 0.0 ng nr 8

031 « Fish, fresh, simply prepared 3,978 1,007 143 0.6 nq . nr 4

032 - Fish, ete, tinned, prepared 1,088 411 181 - 0.1 nq nt g -

. . .

041 = Wheat, unmilled 2,758 1,303 414 nq nr 12
- 043 ~ Barley, unmilled 965 532 23 0.6 Lo 17,1 15 7

045 = Cereals nes unmilled 883 231 21 0.0 nq nr 17

048 - Cereal etc. preparations 1,051 409 38 L1 L3 81 12 0

051 - Fruit, fresh, nuts fresh dry 4,182 2,684 500 ng nr or

052 = Dried fruit 429 234 103 0.0 nq ar or

053 ~ Fruit preserved, prepared, 1,671 1,017 319 0.2 ng or nr

054 = Veg. etc. fresh, simply prepared 3,223 1,988 333 0.4 halel nT or

055 - Veg, etc. preserved, prepared 1,287 134 127 0.4 nq ar nr

061 - Sugar, honey 4,200 %44 4186 C.1 ng nr nr

062 - Sugar preps, , non-chocolate 308 138 12 1.6 2.6 1.3 13 7

073 = Chocolaze and products 469 201 46 69 10.3 85. 3 5 18

081 ~ Animal feeding stuff 4,561 2,620 878 0.6 0.8 T aT 22 g

091 -~ Margarine, shortening 223 127 74 0.1 © ng nr - 9

088 ~ Feod preparations nes 733 276 46 1.8 2.4 14,1 12 8

x 1971, + 1972
Basic Source: UNYITS 1974, Volume II

NOTES

ng: not quoted in basic source amongst some 60 market economy countries
nr:  not ranked, Le., not in first 22 in valve of exports in 1973 amongst market economy couniries ]
Several items in the SITC group O are omirtied because there seems to be no prospect of Ireland’s ever achieving an export (or even re~export) wwade in them.
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(3, .
: l impossible of achievement without emigration on a large scale. Thesc general
L : o '
&) remarks are a background for what follows.
g . 3
Ld .
I To repeat, our approach in this section is to identify the commodity
43-:45 . . . N
o, groups in which we might increasc our exports by having regard to the magnitude
. - - ( - . ‘ L
- of imports of the world, EEC and UK groups, in relation to Ireland's rccent exports.
y ! .
t N L
e In Table 2.9 our basic source will be seen to be the UNYITS. While we could have
' ‘obtained actual entries for positions marked gt and "mrt in the table from TSI,
[, . ’ ' . Lo
& actually the symbols are better suited to our purpose: it is'enough to know that
i, . . . R
on the actual values so marked were small in 1973.
3
s That our great traditional export of live animals (001) constituted
. - . e
in 1973 only 7 per cent of world imports will come as a surprise, as will the fact
; that the two countries with larger exports are I'rance and Germany FR, two of
™ the most advanced economlies: other Jeaders in this esport are like a roster of
; j . ’ . i
the wealthiest cconomies since, following Ireland we find USA, Netherlands,
C” : .
s Belgium, U.X. and Canada. Infact, Ireland has always rather deprecated its
{T - great export of live cattle as wasteful of home employment: the view taken was
, : «
that the animals should be converted into beef before export.
- :
7] At the same time, on the world pattern, the increase in meat
2 -
exports (011) should be vastly greater than the export of live cattle. We note
e ! * )
[ ; that the market economy world import was, in 1973, a magnificant one of $8 billion
[ § and, with increasing world prosperity, is certain to increase in real terms. We
i

notice that in world imports the ratio of meat imports (011 + 012 + 013) to live

One of us recalled that at a trade conference he heard a UK official rather over-
frankly remark "The only thing we want from Ireland is its store cattle®, Long
may it remain so, and the world to think likewise! We must foster this export '
which probably leads for Ircland as that in which we have the greatest comparative
(i.e., natural) advantage. Though the profit per acre is lower than for other
agricultural products at present, this may not be the case with improvement of
grassland to carry more cattle.
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.animal imports (001) was 3.4. The corresponding ratio for Irish exports was
1.6, It is suggested, therefore, that policy should be directed towards a great
L}

expansion of meat exports, while at least maintaining live cattle exports.

" Comparisons with Denmark are traditional in Ireland, of wor]d
rankings compared to Ireland's. We show up very well in dairy products (022,
028, 024)., Denmark appears in the ranking, however, oftencr and usually

‘higher than we do.

Sadly we recall the eminent Irish statesman's asservation that

' "we shall -drown the British in eggs'' in looking at the entries for item 025. - Its

world market is now small and UK's import negligible; still, it is hard to
understand the difference between Denmark's export in 1973 of $11 million and

Ireland's $O', 2 million.

Jreland's showing in the two {ish headings 031 and 032 is

- unimpressive, considering that length of coastline is one of the few characteristics

" in which we loom large in EEC. One of us has recently written to the press

asking whether a polic.y of using Ireland's magnificent geographical posi’tion as

an entrep?)t for seafish caught by trawlers of all nations in the North Atlantic

(for re~export raw 01 export px:elaa1~cad), wc.m‘ld not he VE.i.Stly preferable, from

the employmeﬁt viewpoint, to the favoured policy of trawler expaﬁsion which
(including also concomitant fishery protection) is so un.de.c;irably capita].-intensi%z&
Geary would like to add that it now appears that the North Atlantic is over-fished
and that a prior policy, consistent with'any lo'nger—term poiicy for Iriéh sea
fishing, would be conservation, with the aid of the navies of all our EEC partners.
Exporté by Denmark (also with a long coastline but not nea.riy ag long as Ireland's)
under the two heads (which, by the way, include inland as well as seafisll) was

$264 million, exactly ten times Ireland's.

We intervene to repeat that, in regard to fish or anything else
mentioned, we do not advocate particular policies but we present, in a reasonably

gystematic way, based only on foreign trade statistics, aspects which may be
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helpful in the determination of prudent policies, in particular to ensure

¢

'with. To repeat, we must be on the gui vive for change in a rapidly changing

world, as regards products, methods of production and direction of trade.

As regards the fruit and vegetable heads 051 to 055, while world,
EEC and, UK imports are very large, that Irish and Danish are unimpressive

is probably a matter of climate. A Still, it is hard to understand why Ireland has

-+ only 0.4 per cent of the $3 billion market for fresh vegetables etc. (SITC 054).

Our impressive ranking of 5th in world exports of SITC 073
(while world imports are small) is satisfactory and prompts the reflection that
production by Irish subsidiaries of foreign concerns (producers of chocolate have

been a long time in Ireland - ipsis hibernis ... ?) necd not bhe a constraint onIrish expor

Here and elsewhere in this chapter we have selected the years

- 1970 and 1973 for comparison of trend in the latest period of more or less normal’

- development of foreign trade, i.e,, preceding the more recent ycars of depression.

During this period have Ireland's SITC group 0 exports inereased as much as
WME gencrall.y"? The answer is No: on the latter (”ex.pected”)**basis Ireland's
exports in 1973 would have been $923 millioﬁ; actual .expc.)rt $859 'million. The
shortfall of $64 million has more than accounted for the fall in exports of items

001, 011 and 012, i.e., live animals and meat, in turn mainly due to a cyclical

decline in the supply of Irish cattle, a phenomenon with a long history and still

not understood. On the other hand, exports of dairy products (022, 023, 024) have _

done much better than expected (actual $182 million, expected $123 million).
Creameries will probably be aware that the world market for 022 (milk and cream)
and 024 (cheese and curd) .ére each now much larger than for 023 (butter) and have

grown more in WME between 1970 and 1973,

A non-Irish colleague comments: "This finding is fully compatible with the very
low standard of vegetables both in Irish shops and in Irish restaurants. The
consumers of vegetables on the home market are apparently not that diseriminating,
but It would be far more difficult to foist these goods onto foreign markets, .

P

specified, but omitting some products with no Irish export potential, IE = Irlsh
exports, WM = market world imports, :

dok : - _ o
Uslng formula < IE_ x WM, /WM_ , < over 20 items with Inish exports
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- We conclude this commentary based on Table 2. 9 with the
remark that we could have said much more as regards even the statistical

aspects, (production, prices, ete. of the products indicated) but this would

" lead us too far afield. = In general, the showing of Table 2.9 Is satisfactory from

the Irish point of view: in several products our world export ranking is high.

" Clearly we must foster those exports in which our exporters must have acquired

great skills in production and marketing knowledge, and large capital investment.

We must not be censorious; a small country with high rankings in some products

must be low in others. ' a . )

P

If we were asked about an optimal export policy based on SITC

group 0, having regard to size of world market, but without regard to dozens

o iy

of other aspects. (including profitability, skilled rhanpower, etc.) our order would

U

be (1) 011, meat,‘ (2) 022~024, dairy products, (3) 081, animal feed, amongst N
highly developed products, (4) 031-032, fish, (but with more emphasis on

marketing than production), (5) 054 ~ vegetables amongst the less developed products.

IExports other than Animals and Food

In our continuing search for cbmmoditie‘s which might be cag;abl.e
of export develppment (expansion of old, or discovery o.f new Lines) v}e adopt
even a simpler approach thaninTable2.9; using only the invaluakle UNYITS 1974 Vol. I&
we investigate, at SITC three~digit or over level (where t'hese ére gi.ven); @) |
magnitude of world market economy imports in 1973 and (ii) growth in three
years 1970-1973. Commodities or groups large in both (i) and (ii) qﬁlalify‘for

congideration, except, of course, those aobviously with no Irish export potential.

For complecteness we include group 0 products, already dealt with in this approach.

Motor Vehicles

Overwhelmingly the largest import item at the three digit SITC
level is 732 - Road motoxr vehicles with world market economy (WME) imports
of $38 billion in 1973, a reminder of the dominant role of this industry in the

advanced cconomies, both as a symptom (or effect) and a cause of general
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economic weal or woe. This import was 7.2 per cent of WAME imports in 1973 and its
i

£
i
b3 . . . . h 3 3 . . L L g X T .
P value increase in 1970-1973 was 87 per cent, somewhat larger than the total WME impoxt
L increase of 79 per cent.
R ‘ '
N As already stated, the CIO Survey team report for the Irish motor
. . assembly industry in 1968 foresaw no useful role for this industry in the future economy
m ‘ :
it} ) :
- ! ; . . '

b of the country:~ "Here the survey team concluded that the entire industry Motor vehicle
M assembly would go out of production in free : trade conditions. The industry, which is
o )

L .

o Jargely under the control of foreign firms, only came into existence because of the impositio:

z , of a virtual prohibition on the import of complcted vehicles. The disappearance of this
1 N N
”‘3 restriction would remove all reason for separate assembly over here and the parent

. companies are therefore likely to ceasc production in Ireland entirely or to use the

M
= ' * :
- Irish firms merely as distributive outlets. ' Despite such a gloomy prognosis the
- ‘Industry continues to exist, The question arises: can a small modern
=1 economy function without a substantial motor vehicle industry ? We seek enlightenment,
s as before, by comparison in Table 2.10 with the foreign trade experience of our EEC
& o LT '
. partners.
q Table 2.10: Foreien trade of EEC countries in SITC commodity
o ' group 732 ~ road motor vehicles. Values in $ hillion
rrx EEC country Imports sxports Ratio Export Nature
© 1973 1973 E/M increase of trade
T M E , . 1970-73
= ‘ %
;- Gérmany FR 2. 44 9.11 8.7 94 s

" RBelgium - Lux. 2.39 2.22 0.9 107 S
A France 1.90 3.78 2.0 100 S
;| Netherlands 1.34 0.41 0.3 125 S

. Italy 1.26 1.96 1.6 67 S
. UK 1.60 2.70 1.7 35 G
;| Denmark 0. 54 0.42 0.8 88 G
Ireland 0.18 0.01 0.1 328 G

| Main source: UNYITS 1974 Volume 11.
o | Notes
L In final column S is special, G is general, trade, i.e., exports respectively exclude
i or Include re-exports., SITC group 732 includes parts of road motor vehicles.
r: . While it is true that there was great percentage increase in Irish exports between

1970 and 1973, even in 1973 these amounted only to $9.6 million and (sec Notes to

Table 2. 10 ) this sum included re-exports. Of course, it cannot be inferred that,

{f ' .becausc Treland is by far the poorest and has the lowest exports of motor vehicles,

* . . . . t 1 e e
.Commitlce on Industrial organisation. A Synthesis of Reports by Suivey Teqmst O
22 Industlries.  Stationcery Office Dublin 1965,
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. there is a casual relationship befween the phenomena; notice the comparatively

Jow export figure (including re-exports) for the very prosperous Netheriands,

which, hox'vgver‘ in 1973~was some Corﬁy times that for Ireland (including re-exponrts

While, as indicated in the last paragraph, the present analysis
(does not prove that there is a necessary relationship between prosperity and Y

a thriving motor industry, it lends support to such a theory which is commonly
] * N

/
~ .
- [ ‘

‘ acccpt.ed abroad. We are glod to note that the IDA give this czsPéc.i‘ SRRy
particular attention. " ° . | Exportsof SITC 732 in 1975 amounted to

?.8..1 I;aillion (=' $16.4 million), still small (allo\ving fpr inﬂa‘cion).' In
1976 GX.pOI‘tS of SI'TC 73 ~ trangport equipment - increased to £37 million,
compared Wiﬂ..l £26 million in 11975 but the much. larger import{s increased
even more with the result that the import-export ratio increased to 4.2

from 3 6.

As a general remark (@pplying to the motor vehicle i}ldustry in ’
' o
particular) it is cvident that industrial prosperity depehds on a country '/
having heavy 'industfy, yet obviously a small cou'ntry cannot have such an
industry in toto. It must be content with having parts of such J‘.ﬁdustry.' To-

repeat, the modern motor vehicle industry has hundreds of sub-contracts; we

could aspire to some of them, for specialised export. We realise the danger

" of specialisation, as so vulnerable to vast changes in demand. In the future

of industrialisation attention must be directed to product {lexibility to avoid

. unemployment due to change in demand; not only when crisis occurs but as a

continuing strategy. Workpeople must be trained for change, and machines
and tools must be capable of adaptation to mak:ingdiffefent products. English
experience in the past of unemployment and poverty in whole towns with

specialised industries is an example of what to avoid.

But why, instead of always following the band, should not Irish

genius lead into the future? - Has the road motor vehicle industry about

reached its limit? Is there anythin'g revolutionary in the wings (or on the
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Table 2.11:Particulars for 1-digit SJ.TC commodity groups, WME imports and Danish and Irish exports. 1973 - ;
WME Exports ($ million Exports § WME ) Rati VME
SITC commedity group imports XROTLS (o muliion) RRDOLIS Jo WIAE T:j;?p X lcioas*
: billio Denmarl land Denr I Y s =
(3 billion) enmark Irelan enmark Ireland Exorts 1970-79
1 2 3 4 5 : 6 7 -~ 8
X \ : %
0-1 Live animals, food, beverages, .
tobacco 68.52 .2008.4 921.6 2.93 1.35 - 2.18 85
2 Raw materials, except food 47.80 397.1 123.0 0.83 0.26 - 3.23 75
3 Min. fuels, lubricants, related mats. 59.01 132.1 16.1 0.22 0.03 8.21 .129
4 Animal, veg. oils, fais 3.52 48.0 8.1. 1.36 0.23 - 5.93 67
5 Chemicals 36.29 371.3 ° 143.9 1.02 . 0.40 2.58 88
6-8 Manufacturers ex machinery,transport 144.05 1326.5 576.8 . 0.92 0.40 2.30 76 -
7 Mﬂchmer\/ irans. equipment 143.91 1652.4 2190.0 1.15 0.15 7.87 32
Total SITC 0-8 503.10 5935.9 1999.5 1.18 0.40 2.97. 84

Basic source: UNYITS 1974, Volume I, Specm%

Exports of Ireland and Denmark are general,
Col. 1:

Col.5: Col.3 per cent co01.2
Col.6: Col.4 per cent co0l.2
Coi.7: Quotient col.3 + col.4
Col

by commodity groups,are:-

0-1 2-4 3
Unit value 149 145 168
Quantum 124 i24 136

.8: Percentage increase of col.2 on corresnondmg figures for 1970.

Tables B and D, and Cbuntry Tables

Notes

i.e., they include re-exports.

Grouping is that cf UNYITS Group ¢ - Goods not classed by kind are excluded because not compaL able beuween Denmark and Ireland,
since Ireland included all of exports from Shannon under this head.

- See text.

5  6-8 7 Total*
127 135 141 142
148 128 131 13

* Inciuding SITC group 9

" Unit value and quantum indexes to base 1870 as 100,

classifie
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wing'; ) compargble with the Model T or even the VW? Are the people to to.lerate
any longer the cost of making and upkeeping the modern major road? Why .should
Ireland not lead in the production of the éhc_eéxp, popular, straight take-off, ﬁuclear—
powered aeroplane which obviously will follow the road vehicle? Unless, of course,
patent's. are alfeady in tﬁe cold storage of a éreat motor manufacture‘r, _feall;ful of
his present investment being rendered obsolete. Ireland missed the bus (at last
a metaphor that is apt') twice béfore: once when Ford seﬁ up Ain Detroit instead
of Cork and once wheh Dunlop went: to Coventry because in the 190(;s the denizens .
of Me.rrion Square thought they would have to endure the smell of burm'ng.r rubber.
Some will argue that such misses were not disasters, to which the answer will
be “Ireland must have more industry for the employment it gives and modern
industry is not the ugly thing~so much of it was once'. |

Table 2.11 (using the single-digit SITC as adapted B
by UNYITS) introduces an approacl; to our search for non-food commodities .
(though éroups 0-1 are included for completeness) which might have an improved
export potenti.al for Ireland. The notion of the absolute magnitude of a world market
is less significant perhaps f;han the percentage increase showing the commodities

in increasing or decreasing demand.

As alr.ead'y indicated, Denmark hé,s been traditionally held up to
Ireland as an example to follow.in agriculture. "Here we use it to a similar
end in non-foods. In 1973 Denmark's GDP was 4.2 times, GNP a head 2.5
times, total exports 2.8 times that of Iréland. The point in using it here is that
industri'ally Denmark is far more advanced than we are while its economy and

slze arec more similar to ours than is the case with any other EEC country.



- 40 ~

R -actdics :
F)

L

It may have trodden an industrial path that we might fcllow. While

exﬁorts in SITC Group O-Food and live animals (the characteristic

.mz,
f. ]
H a

' agricultural group) in 1973 were 41 perf cent of all Irish exports, the percentage
. s B / .

for Denmark was only 32. We lcave the table to speak for itself,

A Search for Commodities of Which Ireland Might Produce More

1|

H ;
L —
“

We have in mind both exports and import substitutes with

‘the underlying assumption. that commodity production will have its impé ct of

[—] féreién tra-de, increasi.ng exports and decreaixsing' competitiye imports’,
Za'-J ’
[- . C : o Our approach is based almost entirely on the conten.ts of

‘ Volume II of UNYITS 19'}4:'if simple,our search ;s systematic, Our source
E . - ghows SITC (i) 3 digit and (ii) 4 and 5 digit commodity groups, classified by
f ' (uguallsl) 60 leading market economy éouutries with largest values of imports |
- ' and exports for the commodity grodp. | We omitted all singie digit zéro com-
E ?,. g mod.ity groups (i.e. food and live animals), z;ll'eady dealt with. . |
[ R - The general idea is to compare sta.tistics for Irish exports |
[ and'imports, by commodity gr;)ups with the experieﬁce fn 1973 of (i) .the world
L .

'market economy and (ii) our exemplar, Denmark. Our hope is that by our

E . tests certain commodity groups will stand out. ~We 'sl;ou'ld not go so far as ‘;
E ‘ . .to recommend that production in these groups should be increased but only :

that they should be subjects for feasibility studies. Both Irish and Da nish -

foreign trade statistics are compiled on the "'general" principle, i.e. exports

ﬂ, ‘Include re—'e'xports which méans that exotic commodities, not economically
E{: ) produ'cleable at home, can appear as exports. The cou'x.)éry should not reject

, the purely selling r/cgle for goods,. involving w:i.x'ehousing ' bl;lt not manufacture,
ﬂ " but recognising that exﬁployment per Exhillion sales will usuall.y be much

ﬂ lo;ver than in the case of ma nufacture, so that purely selliﬁg turﬁover must

‘ be large to be of real worth, We have, for instance, alrcady suggested
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Ireland's being the entrepb‘t for fish ca ught in the North Atlantic,

Exports

The UNYITS 4 and 5-digit commodity group table comprises
particulars for 168 commodities, excluding SITC group 0 - food and live
anima’ls.‘ We eliminated 14 as having little apparent Irish potential - e, g.

the first eliminated was 11212 -~ wine of fresh grapes. The UNYITS par—

‘ticu1a1° included value (m thousa nd US $) for the years 1970 to 1973 (or

'1974) of imports and exports for each of these commodity groups ‘(descrxbed

as "seleéted"). Data were usually given for 60 leadixig go{mtries, with

. aggregate trade for the whole developed market economy and subtotals for

EEC', EFTA etc, Clearly the UNYITS intention was to select the most
important commodities in international trade, fairly specifically described.
Imports of the 154 commodity groups accounted for little less than half

imports of the world developed market economy.

Punch cards were prepared for the 154 commodity groups

'.shovs'/ing‘the. followingi- - T .

o SITC number;
. & Value (in $ million) of exports from Ireland in 1973;
e Percentage increase in world market economy imports 1970—19.73;

¢ Ratio Da msh/Irlsh exports 1973 Value (m $ billion) world
devcloped market economy imports in 1973,

In extracting the data for the UNYITS table a statistical anoma ly therein

| became apparent, ‘While exports for Denmark (if in a few ‘cases small)

were always given, they wei'q éntirely missing in no fewer than 38 cases

(out of 154) for Ireland, while the quite minute values were often given

for other countries, amongst the identified 60, Reference to TSI 1973
and CSO revealed that in 36 of the 38 missing cases Ircland had exports
in 1973, for a few commodities small it is true; but generally far larger

than valucs for countries with data digsplayed. Would UNYITS and CSO



Table 2.12: Data for 154 SITC 4 and § digit commodily eroups classified
according to () tolal DME imports in 1973, () percentage

~ dncrcasc in DME imports 1970-1973, () ratio of Danish to
Irish exports 1973, showing for each class, number of com-
moditly proups, valuec of DM imports, valuc of Irish exports

1973.
1 2 3 4 5 6
. No. DME im- Irish ex- ,
Classification . ports 1973 ports 1973 Percentage Perceni:
) ] ' @ billion) @ million) col. 3 col. 4
@) Total DME imports in , '
1973 in $ billion . ‘ L -
0.4 or less . 23 8.0 37.0 3.9 6.1
0.5and 0.6 T 30 16.3 80.2 8.0 " 13.3
0.7-0.9 o 31 241 108.6 11.8 17.9
1,0~-1.4 26 .30.5 - = 48.0 14.9 - 7.9
1.5-1.9 * .20 34,0 133.9 16.6 22.1
2.0 or over - 24  91.5 197.7 44.8 32.17
() Percentage increase
DME imports 1970- )
- 1973 - . : '

Less than 50 - " - 26 .26.2 64.6 12.8 10.7
-50-74 3 48 44,3 137.7 - 21.7 22.7
75-99 : . 8 66.0 . 148.3 '32.3 24.5
100-124 . : ‘18 28.9 126.4 14,1 20.9
125 or over 26 . 39.0 128.4 19.1 21.2
(¢c) Ratio Danish to
+ Irish exports 1973 - . .
0.0-0.9 38  48.6 286.1 . 23.8 47,3
1.0-1.9 17  16.0 120.4 - 7.8 19.9
2.0-2.9 17 17.0 70.8 8.3 11.7
3.0-5.9 24  32.8 76.9 - 16.1 12.7
6.0-9.9 12 29,9 26.4 14.6 4.4
10.0 or over ' 46 60.1 24.8 "29.4 4.1

Total . 154 204.4 605, 4 106. - 100, -

Basie sources; UNYITS 1974 Volume II, TSI, CSO.
o ‘ Notes
. In classifications (a) and (c) the principle of classification influences
the percentages, thus in column 5 for @) and in column 6 for (c).
Norms: (b) percentage rise in world exports to market economics (excluding
. SITCnos 0O and 1) = 83.7. :
’ ) Ratio Danish, to Irish exports (excluding SITC nos. 0 and 9) = 3. 54.
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please note ? Countries asking (as we hope many in serious imbalance

in tradé with Ireland will be forced to aék) "What can we buy'from Ireland?"

l’é , " could be misled by the table as it stands.
, N . | ' - Attentiox{ is directed to Tables 2.12 and 2.13. The underlying idea '

s that commodities that loom large in world trade and/or are rapidly

R

. increasing in value and/or have large expoi‘ts, frpm Denmark are worthy .

. of consideration for expaqsion of Irish production fc;r exporl':.' _ Tableiz_ 12
‘shows that the pre~dei)réssi.011 export situation in th.e 1'2c::public 'was a healthy
one,‘ at lea;st in aggl;egate. As'tq (@) of the tabie, we were well represented
amongst.the largelr world import comm’odit& groups with more than 50% in
the $1.5 billion or ovér cléss_. As to-the (b) distribution, we were ahead of

the general average amongst commodity groups that advanced 100% oxr over.

‘Section (c) of Table 12 shows that in the case of nearly half (actually 47%)
?E ' " Irish special exports exceeded Danish in value. Inma ny commodity groups,

however, Danish exports vastly exceeded Irish exports in value.

o 'It is in Table 2,13 that we try to become more specific, in our 'grima
facle case-making, All the.commodity groups shown qualify for considera-

‘tion. Of course, even at the 5-digit level these descriptions (if given

ra . ' -{n full, which they are not here) are not detailed enough for a prospective

é;{porter: they fnere!y indicate the "commodity _area"‘.'

@ : ' - . **  Column 4 indicates how variegated the 'e'xport pattern is, the ratio
% : © ranging from 0.0 to 23.3. Double the ratio norm of 2.7 (sce Notes) are

group numbers 7352, 7293, 65164, 84111, 84112, Groups below the
norm are, however, very numerous. Column 2 of section (a) of Table 2.13 /
‘gives some indication of the commodity areas we should head for, .with

= motor vehicles and petroleum products high on the world list but low in N

: _ /
Irish exports, as we might expect, from earlier analysis. Some of (Y
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| M‘“j Table2.13: Leading commodily groups according to classifications (a), (b) and (c)

of Table 12, showing 1973 value of DMI imports,

. " and per thousand DME imports

Irish export value

| - SITC commodily group DME Irish 3 as
‘ imports exports per $ 1000
| ' 1973 1973 of 2
' $ billion $ million
il 1 2 3 4
[ (a) Largest DME imports 1973
7321: Pass. motor vehicles ex. buses 18.0 2.2 0.1
l%: ’ 7328: Motor _vehicle parts n.e.s. 9.8 0.8 0.1
lid " 6672: Diamonds non—~ind. unset 4.8 - 0.0 0.0
2432: ILumber shaped conifer . 1 4.4 0.0 0.0
3323: Distillate fuels 4.0 - 0.7 0.2
5812: Polymerining products ete 3.7 11,4 3.1
73853: Ships and boats non-war 3.4 1 24.8 7.3
[@ . 68212: Coffee refined . , . .8.8 1.9 0.6
N 3324: DXesidual {fuel oils 3.3 6.4 1.9
7293: Transisters, valves etc . 3.1 17.2 5.5
84144: Outerwear knit non-elastic’ 3.1 12.0 3.9
- 7143: Statistical machines 3.0 14.4 4.8
3214: Coal ex. briquettes 3.0 0.8 0.3

(b). Largest percentage increase DME imports 1970-73.

5151:;
65352:
. 3323:
5 65164:
2433:
7143:
6861;
8321

' 28311;
EE 72492

65210:
71142:
7241:
6672:;
84111:
64122
. 63121:
84112:
68121:
2423:

Radio-active elements ete.
Synthetic discontinuous fibres
Distillate fuels '

Yarn, thread of synt. fibre, disc. non-retail
Lumber shaped non-conifer
Statistical machines

Zinc, alloys unwrought

Motor spirit, gasoline

Copper ores, ex. matte
Microphones loud spkrs. ampfrs
‘Grey woven cotton fabric )
Aircralt engines, jet, gas turbine
Television receivers

Diamonds non-ind. unset

Men's outerwear not knit

Coated printing paper

Plywood vencers inlaid

Women's outerwear non-knit
Printing paper not newsp. uncoated
Saw, veneer logs, non-conifer
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Ef,q/ Table 2,13 (continued)
{

4.

| (c) Largest Danish to Irish export ratios 1973

& 68422: Aluminimum plates sheet, strip 0.6 0.1
["1{ 6747: 'Tinned plates, sheets 0.5 0.0
3322: White spirit kerosene 0.7 0.0 -
F 3321: Motor spirit, gasolene 2.0 0.2
L 72492: Microphones, loud speakers ampli‘r 0.6 0.2
T 6672: Diamonds non-ind unset 4.8 0.0
3 72501: Domestic elect. refrigerators " 0.5 0.1
i | © 71919: Ileating cooling, cquip. n.e.s. 0.8 0.2 n.c.
6871: Tin, alloys unwrought 0.7 0.0
67411;: Heavy plates, sheets 1.2 0.3
1433: Iumber shaped, non- conifer 1.2 0.2
2432: Lumber shaped, conifer 4.4 0.0
~ 8323: Distillate fuels 4.0 0.7
6534: Jute fabrics, woven 0.3 0.0
Basic sources: as in Table 12, . ) -
* Notes

All three sets in descending order of classifier

(a) Commodity groups spec.ified with DME imports in 1973 exceeding $ 3 billion

{ g

() %o(z)n modity grioups specified with DME percentage inc rease lmports 1970~1973 exceeding

(¢) Commodity groups specified with Danish to Irish export ratio 1973 exceedmg 50,
" Verbal descriptions are abbreviated. See full SITC, :

_p—
i A

Colum_n‘zi norm: Irish exports per $1000 DME imports (excludmg SITC nos.
' 0 and 1) 1973 = $2.72

hﬂ"r'"'.a
‘t
.

-

r’"'”’l .i
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Table2.14:Particulars of Irish and World ME 3-digit SITC commodity group imports 1973,

A 5;

Irish . % increasc in imports
) . . imports 1970-1973
F _ SITC commodity group 1973 . .
L= ! ‘ ($ million) WME Ireland
F (a) Largest imports into Ireland 1973
[ - -
w 732 Road motor vehicles 175.4 87 86
Liw 719: Machines n.e.s. non-electric '1566.5 75 99
~ 332: Petroleum products . 108.0 95 120
x 581: Plastic materials ete. v 101 _ 98
" 653: Woven textiles non-cotton 68.6. 5 106
- 651: Textile yarn and thread 66.6 87 . 96
. 541: Clothing not of fur - 62.3 108 . 124 *
i 718: Machines for special industries 56.8 56 31
/" 641: Paper and paperboard 56.7 62 74
= 561: Fertilisers manufactured 56.6 78 192
' 712: Agricultural machinery -65.2 - 90 71
331: Crude petroleum etc. . 54,9 126 o 4
735: Ships and boats 46.8 102 409
L 541: Medicinal etc. products ‘45,7 67 . 65
243: Wood shaped . 44,1 115 81
- 724: Telecommunication equlpment 42,4 . 103 142
E 729: ILlectrical machinery n.e.s, 39.3 92 103
674: Iron steel universals plates, sheets 37.0 68 _ 135
[ 714: Office machines 36.0 65 . 84
722: Electrical, power machinery :32.56 (K 41
861; Instruments, apparatus 31.4 82 - 81
[' 673: Iron, steel shapes 30.1 61 . 88
| 121: Tobacco, unmanufactured 30.1 51 227
[' i () Smallest Danish to Irish import ratios 1973
261: Pulp, waste paper 0.2 167
f 264: Jute- 1.8 0 -9
- 282: Iron, steel scrap. 2.2 37
] 262: Wool, animal hair, 29.6 113 109
i 521: Coal, petroleum chemicals - 8.7 31 615
— . 532: Dyes, n.e.s. tanning products 0.6 41 .. 28.
- 244: Cork raw and waste 0.4 61 - o
L 263: Cotton - 5.1 65 - 76
- “ 421: Fixed vegetable 01ls soft 5.1 74 . 51
4, . 612: Leather etc, manufactures - 4.1 105 81
[ © 267: Waste of textile fabrics . 1.0 76 49
’ 271: Fertilisers, crude 8.4 - 45 . 83
- 265: Vegetable fibre, ex-cotton, jute 4.6 52 97
E 411: Animal oils, fats ' 8.7 44 119
) 422: Fixed vegetable oil, non-soft 5.6 ° 5 126
. 274: Sulphur etc. | 2.3 0 ~40 -
1] © 697: Base metal household equipment 11.2° 80 85
- 677; Iron, steel wire ex-wire rods - 9.6 58 . "279
- 896: Works of art etc. 4.2 176 69
E 211: Hides, skins, undressed 7.6 115 - 188
283: Non-ferrous base metal ore, conc. 0.6 © 44 - 53
7 551: Essential oil, perfume ‘etc, " 8.4 1 ' 100
E_J 561: Fertilisers manufactured 56.6 8 192
'~ 266: Synthetic, regenerated fibre 12.9 107 98
E‘ 541: Medicinal cte. products 45.7 6v 65
897: Gold, silverware, jewcllery 4.6 89 R 11




Table 2,14 (continucd)

&

. : Irish imiports % increase in imports
SITC commodity group ~ 1973 ($ million) 1970-1973
: K WME Ireland
5 ’ (c) Largest percentage increase imports 1970-1973
~7 515 Radio-active etc. material 0.1 . 178 _ 80
896: Works of art etc., 4.2 176 .. 69
¢ . 261: Silk ~ 0.2 167 , oo
. 842: Fur ete. clothes, products L 0.7 164 79
o) 731: Railway vehicles 2.4 . 161 92
: | © 733: Road velncles non-motor 9.0 146 . © 94
686: Zinc ' 2.8 136+ - -130
F 631: Vencers, plywood ctc. -16.2 136 ‘87
- 667: Pearl, precious, seml—precmus stone 0.3 135 ) 10
. 632: Wood manufactured n.e.s. 6.2 135 110 -
f‘ 821: Furniture 12,6 129 | S
< 331: Crude petroleum etc, 54.9 126 4
_ 831: Travel goods, handbags 8.2 120 72
[. 611: Leather ‘12,2 118 ' Co 92
243: Wood shaped : 44,1 115 81
211: Hides skins undressed . 7.6 1156 .o 188
ﬂ 262: Wool and animal hair 29.6 - 113 - 109
657: Floor covering, tapestry etc. 14.9 T 111 . : 200
—  726: Electro-medical, x~ray equipment " 2.2 110 57
E 341: Gas, natural and manufactured 3.0 110 - 121
- (d) Largest percentage increase Irish imports 1970-1973
[' - 261: Silkk _ . 0.2 167 bo
5 212: TFur skins, undressed 0.1 74 oo
282: Iron, steel scrap 2.2 37 o
E' +  244: Cork raw and waste 0.4 61 oo
284: Non-ferrous metal scrap 0.8 29 oo
241: Fuel wood, charcoal’ 0.1 46 . 782
242: Wood rough 12,1 103 708
521: Coal, petroleum etc. chemicals 3.7 31 . 615
221: Oil seeds, nuts, kernals * 16.0 94 556
735: Ships and boats 46,8 102 - 409
111: Non-alcoholic beverages n.e.s. 0.5 . 105 . 896
553: Perfumes, cosmetics ete, 6.7 96 ' 282
" 677: Iron, steel wire ex, wire rods 9.6 58 a 279
121: Tobacoo, unmanufactured 30.1 51 - 227
i 851: Footwear “17.9 85. - 216
P 657: Floor covermgs tapestry ete. . 14.9 111 Co 200
- 561: Fertilisers, manufactured 56.6 78 192
. 554: Soaps, cleaning preparations ete. 7.2 72 192
,;l ' 211: Hides, skins, undressed 7.6 115 ’ © 188
- 821: YFurniture 12.6 129 : 171
7T ‘ Basxc source: UNYITS 1974 Volume II. Notes |
L‘_ All four sets in order of magnitude, (a), {(c), (d) decendmg, (M) ascendmg

(@) (@) Irish imports 1973 exceeding $30 million
. ~ (b) Danish to Irish import 1973 ratio 1.5 or less
\ (c) Percentage increases 1970-1973 WME imports 110 or more
(d) Percentage increases 1970-1973 Irish imports 150 or more ; oo
E . . in last column means '"very large", i.e. 1970 figure very small
: Norms last two columns
Increase in imports 1970-1973:~
E WME imports (ex-SITC group 0 and 1) 83.7%
. Irish imports (ex-SITC groups 0 and 9) 81.1%
Verbal descriptions are abbreviated. See full SITC,

\
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of sclection’in Table 2. 14 ave fairly evident:~ .
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the groups 1is£cd may appear to have no export possibilities, TFor instance,
the only item a ppéa ring on all threce 1ists is 6672: non-industrial unset’
diamonds'.. This may seem bizarre.until we recall that Irish exports (like
i)enmark"s) include re-exports. Infact, in 1973 Denmark's exports éf this

commodity were valued at only $27, 000; however, Ireland's are vesﬁgial.

In each of the three classifications in Table 2.13 the cut-off points
are quite arbitrary and the descriptions provided are much abridged.
Truth to say, we are concerned mainly to indicate a systema tic approach

to the ident{ficatipn of possible export lines, These remarks also apply

to Table 2. 14 dealing with imports. In such searches UNYITS will be in-

[

valuable, To repeat, Irish economic policy must be directed towards- |

fncreasing exports and diminishing imports.

Imports

For Table 2. 14.j .UNYITS 3-digit classificatio.n was used. Particulars
are 'given f_m: 142 Eommodity groups. - We eliminiated‘ only three as ha\;ing .no
possibility of production. Indeed the sar’rie migh.t be said of many that remained -
see; for eﬁémple, 265~cotton on Table-z.:.Ltl,retained bec‘ause it might be possible

to substitute other fibres for it.

With regard to imports, distinction betwc;.en producer goods (including
c';ipital) and consumer good imports is traditional, the former being worthy
as helping employment, the ‘latte.r being muéh less so. There ‘was a point
in the diétinction at the beginning of industrialisation but latterly there is

little difference between them as to which kind of goods we should make

, * * ' . . . :
more of, So in this section we make no reference to "use" classmcatlon,

All the groups listed in Table 2, 14 are candidates for our importing

less, and making more at home, The thinking behind the four principles ’

)



o

,"'""; - v3
L J

i

[

Qaungy
3

L

ADUTT
[

31 i

" economist condemns as being theoretically suboptimal, i.e, as regards
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- (a) largest imports . ) .

»

() the lO\Y ratio ;neans that Irisﬁ imports are 1alrge compared to Danish
(c) the point here, as regards impofts, is less évident;- it is .th'at we should
be making goods for which there is increasing world .dema nd - se‘e () of
- Table 2.13 with similar scope but txsil;g the SITC 4- and .5— digit c‘iassi—
ficafic;n. : | |
(d) ;ve should consider prdducing. mo.re o{ gc;ods'in rapidly inox.‘easing Iﬁsh

demand. s . -

(e) the scope for employment cr:es{tion.

°

To repeat points made earlier: the 3—.digit classification is too generalised

for p.ractical use, it indicates only areas of péssible interest; the approach

. may be regarded as an exercise of methodélogy for search of import sub-

stitutes.

- As always, motor vehicles and petroleum products force themselves.
to our notice. We shall allow Table 2. 14 to speak for itself. Clearly there
are other enormous impérts in commodities we already produce and export

in large quéntities, e.g. textiles, clothir{g, fertilisers, chemicals,” machinery

-
-~ . -~

We éive merely' indications: by extending the analyses on these lines we

might discover other and more practical import substitution zdnes_,.

"We pause to remark that this examination of both export and import

substitution possibilities savours of mercantilism which every right—thirﬂdhg

. i-b
material prosperity. We argue, in reply, that Ireland is a special case in

!

its appalling and apparently insoluble (by methods used up to now) unem-

ployment and underemployment situation.. S0 we must contemplate an ‘
optimum possibly in conflict with the économic one, namely one that will
L

ensure maximum employment. Goyernmént policy is well attuned to the
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need for promoting exports by any and every means; clearly these

efforts must be intensified. But the argument for reducing imports is
equally compelling.' Why should not the inducements to increase exports
be offered also to foreign manufacturers to produce import substitutes

in Ircland, to the extent that our own industrialists cahnot fill the bill?

j
It might be difficult to devise a system whereby tax relief would
be applied to import substitution without major repercussions on the taxation

of industry generally; although means could probably be found of relating

tax relief to employment creation in industry which could effectively

circumvent objections advanced by the EEC to export profits tax relief,

: € . : _ .
As the Irish market is on a small scale, effective import substitution would

‘tend to réquire access for the products concerned to export markets in order

to attain economies of scale.
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Table 2.15; Percentage distribution of Irish foreign trade between UK, rest of

EEC and other countries, import balance as percentage of imports,

.exchange rate, quarterly and annual 1975 and 1976

o

Quarter and Exports Imports Import | Exchange
year UK Rest Other UK Rest Other| ©%¢°% rafe
EEC o per cent §/ £

tmports

[ 1975, 55 23 217 | 47.4 21,7 309 | 26,0 | 2.39
T 56,1 25,5 18.3 | 47.8 1.1 31.0| 21.8 | 2.32
T 56.0 25,8 18.1 | 48,0 20.1 31.9 | 5.6 | 2.13
v oo 50.5 25.9 23.6 | 51.3 18.9 29.8| .7.9 | 2.04
Year 1975 542 25.2 20.6 | 48.7 20.4 30.9 | 152 | 2.22
I 1976 49.3  27.0 23.7 | 50.1 20.1. 29.8 | 33.9 | 2.00
T 475 27.0 25.5 | 49.4 21.6 29.0 | 20.6 | 1.81
now 49.3 257 24.9 | 47.6 19.4 33.0 | 5.5 | 1.77
v oo 491 28.2 22,7 | 50.2 19.4 30.4 | 14.0 | 1.68
Year 1976 48,8 27.0 24.2 | 49.4 20.1 30.5 | 20.5 | 1.80°

Basic sources: TSI,

- Note

x October - November

International Financial Statistics, January 1977,  rh series

There are sterling area countries in the two areas other than UK but correction by.

percentages,

including such countries with UK in the table would have made little changé in the
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Effcct of Devaluation on the Trish Goograbhical Trading Pallern

»

. Table2.15 starts with the first quarter of 1975 because the then

. dollar exchange rate had'cl'mnged little for several years before,

" (Table 2.15)

- A considerable change has taken place in the pattern of exports: exports to

UK fell from 55 to 49 per cent between I 1975 to IV 1976, percentages to the

other two zones increasing correspondingly. There is little evidence of any

systematic change in trend in the case of imports: compare the percentage

for the yéars 1975 and 1976. Regressing the quarterly UK percentages on’

4

linear time we find the following F values, with (1, 6) d.f.: -

e Significance

Exports T = 15,74 ' - Significant at . 01 prob.

Imports F = 1.36 - Insignificant

In current value terms there is, therefore a downward trend
in the pércentage borne by exports to UK and hpncé a significant trend upwards
in the percentage for exports to non-UK. Such trends are entirely missi'ng

In the case of imports. .

Exactly the opposite is the case with quantum trade. In what
follows we abstract inflation other than that due to devaluation, allowing for

the rate of exchange, in fact assuming that this non-devaluation )

- inflation was much the same in the three zones in the eight quarter period.

et

From the viewpoint of exporters and impo'rters devaluation is
a i‘ise in prices in countries other than UK, the "brice index" being the
reciprocal of the exchange rate in the last coiumn of Table 15, with base
11975 as ur;it; As an éxample of this quantum approach consider the export

figures for II 1975:~

* . A
A devaluation/revaluation is, however, a change in currency values only., Due

to the Impact of currency changes on profit margins there may be a consaquent

realignment of markets.
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) Actual Exchange Deflated - 9
value (£€m) pricé index - Actual
To UK - 183,91  183.9  56.8
elsewhere . 143.8 1,0302 139.6 43.2

323.5 100- .

‘A similar pfocedure was adopted for imports. The full series of percentages
for UK were:-

Exports. Imports

1. 1975 55,1  47.4

mL v 56.8  48.6

mo_om 58.9  50.9

IV m- 545 | 55.2

| U1 1976 53.7 54,6
Do om "o 544 56,3
L ©omow 56.8 55,1
v " : 58.4 . 59.5°

' Regressing‘these percéntages on linear time F values with 1, 6) d.f. are:-

) Significance
Exports I = 0,11 . ) Ins ignificant

Imports F = 46.73 : Very significant

An.y import.ant shift away from UK for-exp.c.)rts and
toWarci UK for iﬁmports should be broﬁght to light by the'foregoipg proce'dure,
admittedly al-nproximative. There is no su(-:h indication in the case of exports:
we wené on just as before. There was a considerable drift towaxtds UK with |
impt;rts. Importers seem to have been more percipient in adaptin:g themselves
to this devaluation. situatio.n‘. Part of the reason may ha‘ve been that exporters

were under far longer term contract than were importers many of whom, in .

this small country, experience little delay in fulfilment-of orders,
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Conclusion

“In this chapter ‘we address ourselves to a purely economic
aspect of our.problem of adaptation, We start with recog'n.ition that the visible
lml;ort balance in recent years (nearly £500 million in 1976) is too large,

‘We are living - béyond our ﬁleans. We must tackle the problem of increasing
exports and decreasing imports, l.e. increase productiox.l ol.’ goods on a far more
- Intensive scale than hitherto adopted, . e@n since the economic upsurge that started

In 1960, —_—

-

We have not dealt with social aspects at all, the mc;st
serious of which is unemployment and underemployment: possibly the 1975
Labciur TForce Survey will revea'l an unemploymént figure. (including school-
leavérs and chers not in receipt of State payment) of 15 per c.ent of the labour
force. So. c}early the manpower is available to produce more. The country

appears still to be credit-worthy as regards home and external loans for tangible

capital development.,

There is not the faintest possibility of increased production
-for export and Import substitution on the scale required without industrial cfficiency,

in which the main elements are price and salesmanship. .

We have made considerable use of the ratio of the 's.'alue
61:‘ imports to expox.'ts to discover‘the countries and commodity groups of
Interest for expansion (positive as regards exports, negative for imports).
We also make usé of international comparisoh, usually with our EEC partners

and other countries at an advanced stage of economic development. We

n i orim—

-
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of the ratio during the last few years,
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find that the ratios for commodily groups, and in toto for such countries

"

/

‘are far better balanced than for Ireland. As such a phenomenon can be

1
!

logically justified we s'uggest that it be adopted as a guide-line for Irish

foreign trade policy. ‘ . o . ,:"

e

We have no intention of adopting the usual censorious

attitude towards Ireland's actions and attitudes in our recommendations.

e .

© Especially since _gzl'. 1960 (and ex}gn later, since 1970) we ha\}e found many

[

Demamemt ., Tt T

.

" Foreign trade must be brought into better balance with

. our trading partners, i.e. a nearer to cquality in value of exporis and

.
-

l -

. excellent features, especially in exports, for instance in the improvement

L

=,
v

imports, Iinprovemexit {n this direction has certainly happened since 1970, °

i. e. a lowering in the ratio of imports to exports with some countries, In
‘the text ii has been éuggegted that the device should be used of shifting of

our purchases (imports) of given commodities from poor to good customer

. countries for Irish goods. Promotion of Irish exports should be_the principal
-duty of Irish diplomats.abroad, eking:out.the efforts of competent and assiduous

" salesmanship, - . o e o

As regards commodity lines for expansion, we claim

only to have made a prima facie case, It is for experts to make a choice,

Our methodology for discovering lines we should be "in' has been merely

i

exemplified in Tables 2.13 and 2,14, “ O 1

. - . . . v -« -
B A - M . .

- . PR RN ”
.
. .

There"should‘ be great cxpansion in the meat trade as

compared with live aninial exports, This need not mean a shift foom Hve

.
. * . ‘e
*
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fo dead exports: on the contrary there might be expansion in the live trade

as well, The point is that in a great increase in the output of live animals

by agriculture a higher proportion of animals should be slaughtered at home.

~ Attention 'inight be directed towards increasing exports

= *
El - In already well developed food lines like dairy products (but towards cheese

and away from bufter and milk), and animal feed. Amongst the less developed

pro[iucts there are sea fish (but with stress on the entrepet trade on a world

& _ _ ]
B } or at least European scale) and vegetables, fresh and processed.
A | -
.The country must have a larger share in motor vehicles, i/
s v . :
HJ . machinery and other heavy industry, This will not mean such industries in
™ thelr entirety, but rather pieces thercof. Could we not make a stronger "seti!
5 o
on great industrial countries outside EEC towards our being their Fifth
[:i (industrial) Column inside EEC? Our principal asset therefor is a comparatively
T “large available supply of trainable labour, ’
) : '
|
| ‘ There are two aspects to the gigantic petroleum problem,
, - - E 3 H
n‘- conservation and home processing, both of which must be developed to the full,
3 . '
o Having regard to the magnitude of imports, we consider that the savings to be
=] effected by conservation alone would have an appreciable effeét on the import balénce.
|
4
As to processing, comparison with our EEC partners alone
4 . .
EI has shown how essential it is to develop refining and petrochemical industries.
L : We have mentioned only a few of the possibilities of expansion
[‘Z‘: “ for export and import replacement, though possibly the largest., There are

literally hundreds of commodity lines and thousands of varleties

. The scant removal of the Governmcnt subsidy on cheese will not help.
*k
We are glad to note that our ESRI colleaguo, L.W. Henry, is actively engaged

£ with other bodies, Irish and international, in studying the problem of conscrvation
of encrgy.




~J
NY

P

fre— rj
y v~

3

!
H :

3

oo
!
R

e e
[

~51 -
which could be brought to light by the methods we have adopted here, which
involve a search for products in large and inereasing world demand, and in
' ) .
large production by developed economies.
Increase in exports and in import substitution involve

increased home production, Diminution of imports of certain lines may

- result Inreduced. home consumption (as we hope, in the casc of conservation

of energy) bul in the large majority of cases will mean shift from impoft to

‘e
]

home production,

.

‘.. Great attention has been devoted to increa;;ing exports in
this country, as inall others, The result has been that Irish exports have
had a creditable record, though we here suggest consideration of attention

to new lines. At least -equal attention, official and private, should now be

.

directed towards imports, with a view to diminution. Lo
o . o I A T -
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s ' 3. Investment Policy

Be't,we-en 1960 (which may be regarded as the year when the economic
upsurge in Ireland began) and 1973 (i. e. before the economic recession of

the last few years), GDIFCT in real terms increased by 222 per cent while

© GDP increased by only 74 per cent. More relevant is the fact that the

GDFCY constituent, machinery othier than agricultural, increased by 321

" per cent while volume of industrial output increcased by 122 per cent. The

inerease in GDFCT has been vastly greater than indrease in output. Has

__physical investment at great cost been overdone, as distinct from recourse to

other means of increasing output and labour productivity ? These means
include structural change away from capital~intensive and towards labour-
intensive industries, more suitable raw materials, more cfficient replacement

machinery, better managemént, more competent workpeople ete.

;

The figures quoted merely raise the question but do ndt supply the
answer. In fact, ;;\le yéar's GDIFCF includes replacement éf existing st'ock
(th'rouglyscrapping of old machinery or obsolescence) and net increase in
stock. The _single figure of GDFCF l;ells ﬁothing about ;;he'mag‘nitude of
the two consfituents though it is an essential élement in their estimation.

It 1s even conceivable that all of GDFCF is replacement, i.. e. involvirig a
larger-scale scrapping of old physical capital (bui.ldings, machinery, vehicles
etc). This may even have been the case with some older concerns remaining
in business. It cannot, however, have happened in the case of the many |

new firms home and foreign, mostl& established here with IDA assistance.

It s essential to note, at the start of the discussion, that replacements if
new (hough some may be second hand imports)' must be assumed to include
all the latest improvements, which means that replacement alone must be

.

conduclve to Increased output certeris paribus (improved quality in a given

Y

A
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article is cquivalent to increased output, statistically "the samec" in quantity).

Estimates of GDFCF at constant prices are usually made by dividing

" @i. e deflating) the current value estimate by a price (or unit cost) index. Now

the latter must assume unchanged quality which, strictly speaking, is unreal:

if part of the capital is a typewriter which has to be replaced, the new machine

may be the same price as the old but must embody improvements which

experience has shown to be desirable but which do not justify a change jn price:
}mprovements may not be 6ost1y or competition {nay not allow a price increase.
A price inde‘x wbﬁld show no change, though the new machine would l;e a bette.r:
one; if quality were to be assumed unchanged there should have been a fall
ln.price. In price index methodology and in consequence volume estimating
itis rai*ely possiblé to correct for quality changes, espccially .\vhen these

are small. They can, ho;vever, be very' numerous, so that, in aggregate,

the effect may be appréciable.‘ In practice, (.e. with no correction for

- quality improvement), therefore, the price indexes for capital goods are

too high so that constant price (volume) estimates are too low. Ignoring
(or after correction for) inflation, a manufacturer who, by repairs and

maintenance and replacements as required, over a period of years regards

hls' situation as that of keeping his plant at the same quantum level throughout,.

may in reality have improved it and this improvement should be reflected in
Increased output, his staff and overheads remaining unchanged, though

variablé costs (other than staff) will have increased. =

While, as already indicated, the GDFCF constituent, machinery

‘other than agricultural at constant prices quadrupled between 1960 and 1973,

employment in industry increased by only a quarter. This violent contrast
ralses an even more fundamental question than that cited above (f not

implicit In it ?): is Ireland with surplus labour power being forced towards
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|
L : .
. a policy of capital-intensive industry, in competition with, or in imitation of,
1 . *
i ¢ S o . . . )
L« . advanced market economies, in which (until the recent recession) manpower
E was the scarce resource?
d i ' .
L
[“ The rise in factor (i.e. labour and capital combined)

productivity not accounted for by rises in quantities of factors is much discussed

3

in the literature, for which see S. Hollander (1965):lc Following is a quotation

Rulilr

{rom that work:- ‘

“The recognition of the i)llellé)melloxl of highly productive
though relatively modest replacement equnditures lends support to the view
expressed l'Jy some 1ﬁacroeconomists concerngd with economic growth that
considerable attention should be devoted to the rate at which the existing stock

of capital is altered to introduce technical change, rather than simply to the

variables which determine the rate of éxpansion of the capital stock.

"The - recognitfon of the efficacy of replacement investmenf

t

" Incorporating technical change is important both.in accounting for certain

{ i
L

anomalous features of past experience and for throwing light on current policy

issues relating to economic growth't,

Contribution of Factors to Output at the Macro Level

The factors are labour and physical capital and (except where

B )

1 ' otherwise indicated throughout this chapter) output is in volume, i.e. constant

price, terms. Considérable attention has been devoted in USA to the problein

Y

of accounting for the fact long since noted that factors, presumed unchanged

“ * In efficiency, appear to account for only a small proportion In the continuing
- Increase in volume outpuf over long terms of Srcars. Some of the best known
{. ' _ﬁames in US national accounting (including Denison, Goldsmith, Kendrick,
[1 | Kuznets, Solow) have been associated with resecarch in trying td find an -

explanation of this phenomenon, i.c. to apportion credits for the

o : -
S. Hollander "The Sources of ereased Bfficiency: A Study of Du Pont Rayon DPlants"
C Afqaanchousetts eiitute of Tealmolopy . USA 1965,
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b
14 possible causes of this improved factor productivity. Apart from separating
; out (i) change due to factors of presumed unchanged in guality and (i) all the
"”‘ rest, we are not satisfied that a full causality has yet emerged: .'(ii') remains
what M. Abramovitz called it, a "mysterious phenomenon',
3
= ‘
To discuss the problem in its Irish aspect we require annual

statistics of aggregate capital stock at constant'prices. These are not available,

i

s0 we shall have to make our own estimates. Before doing so, however, we

F shall exhibit the phenomenon in its UK aspect, at the macro level.
F. Like the Imsh constant price series, the UK series are
{n expressed in 1970 prices. The year 1970 is therefore convenient for the

selting.up of our constant price series. In that year GDP was apportioned as follows -~

F . . £m

a) Remuneration of employees and self-employed 34,199
i @) Other GDP (@t factor cost) A - 9,381
D . Total GDP @t factor cost) . 43,580
|
| {"J We also note, for 1970, the following:-
A : -
R : _ .
}['[ @)  Labour force at work (000) , 24,735
C | : + . ' . . . C. .
E @) Average capital stock (£ million) . R 176,300
. . We then find, as quotients:-
.;'} ae - . "
= G) Remuncration per worker _ £1,382
§ ' ©) Other GDP per £ capital stock _ £0. 05321
1 Note that all the labour force at work have been deemed equivalent to ""employees'"
i and that (2) profit etc has been assigned to capital, an assignment near enough for
ro-- !
i_ ’ our present purpose. It should also be noted that heads (1) and (2) do not represent
B This differs slightly from the official figure of £43,489 million by what is dcscrlbed
. asa Yresidual error'*of £91 million. o
. +
7{‘5 Average of end of yecar estimates for 1969 and 1970.
. Here and hercabouts we have not rounded olf figures used. A in national accounting

generally, there is not suggestion that precision to the last digit is to be inferred,.
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the "shares" due to labour and capital. We do not believe it possible to

make such segregation: labour is helpless without tangible capital, and

_vice versa. The two resources are inextricable.

*  We are concerned only to estimate for a number of years

- what quantum output would be at the rates obtaining in 1970, given quantities

of labour and capital in those yeai‘s. Thus in 1966 3) and (4) above were

respectively 25,357 and £149, 800 million, so that estimated GDP at
constant (1970) prices at factor cost, assuming 1970 rates for factors isi-

£@5,357 x 1,382 + 149, 800 x 0.05321) million = £43, 014 million

Estimated and actual factor cost GDP at 1970 prices are then:-

GDP (£ million) UK

Year ~ _ Constant . » ‘Actual
..factor output

1966 ’ 43,014 . 89,370
1967 : @5;857 40, 416
1968 ' 42,988 _ 41,902
1969 43,391 42,600
Cie70 - . 43,580 43,489
971 " 43,490 44,488
1972 ' 43, 896 " 45,243
1973 _ 5.0 . 47,891
1974 _ 45, 629 o 48. 089

Ob\;iou sly the constant factor output series is almost static, while the
actual series has unbroken -g'rowth. Fitting exponentials to both, i.e.
" Y =ae, bt
we find b.= 0. 0;)73 for the former and 0. 0253 for the latter: in the UK in
the years 1966—1974, factors with unchanqu factor output rates accounted
for only 29 1;01' cent (1.. e. 0.73 per cent of actual 2.53 per cent rate of increase),

the remaining 71 per cent heing due to all other causes, including better

replacement capital, greater cfficiency in Jabour and management, better

materials cte.
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. In the foregoing very simple approach we are concerned only to
! 73 . - - . .
[: show the great discrepancy between the two serics and to point the moral

thercfrom . without refercnce to figures., So, we do not congider it nccessary

" to refine our calculations (in particular by attempting to correct gross

capital estimates by subtraction of capital not in use, almost impossible

anyway); a remark that applies throughout this chapter.

For Jreland, as relevant data at the macro level, we have

. only GDP, GDIFCF and depreciation. We need capital stock at the end

iy
;| - ~
- of one year (say 1970), and to estimate consecutive end year to end year
?“] . ’ . .
:~ changes therein from GDFCF, the other constituent in the latter being
"i :_t'eplacementt capital. We seek guidance from the UK figures.
- : . . ‘ %
- : . For UK in 1970 the capital-output ratio was very close to 4; in
E} . " fact average capital stock was 2176.' 3 billion and GDP at factor cost
a . _ :

£43,489 million. As Irish capital stock includes that of agriculture we
': g . » . . .
E} think this ratio too low and try 5 instead, which, since factor cost GNP
[] was £1,400 million gives an estimate of capital stock £7,000 million,
iy 4 ¢ .

deemed to apply to the end of the year 1970.

[} . B A_'s'to the estimatién of addition to capital stock included in

: GbFCF, it rémarkably happens that in UK in the eight yéars 1'966—1573,

{’U : . additi9n to capital was cquivalent to either 73 or 74 per cent of GDFQI;‘,

Ir*J remarkable because of the constancy of this percentage. This would mean

X that replacement Qas only a quarter of GDFC‘F. We consider the latter too

[[Jk low a fraction for Ireland. In factin 1976 depreciation (£1337 0 million)

E-“ . ‘was 37 pei‘ cent ;>f G.DFCF (£361.1 million). So we decided to accept depreciation

as actual rcbldcemenf capital.

*
Note that these values are aggrcgate and not incremental capxt'll/output
- .~ ratios, The ICORs would bc much less.
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During the period 1960-1973 the Irish labour force a‘t work was
practically COI}Sta-l-lt at .1. 1 million; in 1970 1t was estimated as 1, 055, 000,
In the Irish NIE the distinction is made (sce NIE 1974 Tables (A and B) 2)
between (i) remuneration of employees and (ii) other. This is purely a forxﬁz_ll
distinction: (i) relates to those with a contract of service. TFor production
ﬂmctbn purposes (CobI;—Douglas et al) labour (and by implication its remuneration)
~shoul.d extend to the whole labour force at work., So should labour income.
We cannot give effect to this fully for Ireland., We do n‘ot need to do so, What
we have done is to define labour income as the whole income of AFT togcther -
with remuneration of employees in nén-—AFF. ‘In féct in 1970 the Irish versions

similarly numbered as those given about for UK are:-

v

(@)  Labour income (£ million) L , : 1,025.1
@  Other GDP @t factor cc;st) (Em) B '374.6
3) Labour force at work (000) : ‘ . 1,055
®) Remuneration pér worker (£) | . 972
@)  Other GDP per £ capita1~ stock (£) ' 0. 0544

Depreciation (o be used as capital replacement) is given in NIE only
at current prices; we have converted these {igures to 1970 prices by deflating by

the GDFCT implicit price deflator.

We now have all we .require to estimate Irish factor cost GDP at
1970.pr;ces assuming unchanged factor output. In 1970 depreciation was £133.d
million, GDFCIF £361.1 million, hence addition to stock during 1970 was
£228.1 milﬁon. ‘Therefore capital stock end 1969 was EG,'.77.0.4 = 6,998.5 - 228,1)
million and average stock in 1970 was EG:, 884.5 million, All.averz.lge capital .stock'
estimates at 1970 prices for th.e years 1960-1973 were derived in a si.milar

way. Using (5) and (G) above, as in the UK case, as constant multipliers,

© estimates of GDP, assuming constant (1970) rates of {factor output, were =~ * '

derived. Such estimates and corrcsponding actual estimates are as follows: -
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Year

1960
1961
1962
1963
1964
1965
1966
1967

1968

1969
1970
1971
1972
1973

Exponen.tia.l rates of growth in three periods @.e. 100 b in y = ae

are;-

Period

1960-1966

1966-1973
1960-1973

It does seem that for the comparable period the rate of growth for Ireland

unexplained by labour and capital input (85 per cent, 1966-1973) was even

- 59w

" GDP (£ million) Ireland -

Constant
factor output
© 1,316.1
1,319.0
1,330.5
1,344.0
1,352.5
1,356.3
1,368.9
1,371.6
1,384.0
1,398.3
©1,400.1
1,416.1
1,420.1
'1,439.3

»
Constant
factor output

'_0.676
0,704
0.670

Ac_tual

972.5
1,012.5

. 1,049.4
1,083.0

1,138.9 .

1,152.7
1,169.7
1,229,2
1,311.5
1,866.7
1,399.7
1,479.0
1,549.1
1,647.8
bt)

A
Actual
3,194

4,692
3.903

greater than that for UK (71 per cent, 1966-1974).

estimates of Irish capital stock or the figuring depending on these.

We use

Cas 9%
of A

21
15
17

. As already remarked, we are not concerned to defend the foregoing

It to make some non-statistical points which we conceive to be of fundamental
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importance for Ireland, to be discussed later. We mention one point only here, applying

also to UK: the social implications of a neaxly constant labour force at work and the
regular increase in capital stock at constant prices (2.8 per cent a year in the period

1960-1973, on our estimates). This tendency, however (as some think) economically

 inevitable, is detrimental to the social ideal of full employment.” And, as we shall see,

it has the economic disadvantage that physical capital increase has a large import

content, therefore tending to increase foreign indebtedness.

.

Our macro analysis suggests (f it does not prove because of the
dubiety of our figurés; that there arc many elements conducive to growth in real
GDP other than ne; increase In capital .stock. This is highly encouraging as a guide
to action: every effort should be made to increase output with existing capital stock
and without recourse to new capital.. Or otherw.ise, c'apital stock should b:e increased
only after ﬂ;e fullest investigation of increasing o‘utput with existing éapi.tal. When
examining the capital output ratio over the lzjlst decade, attention should ke paid 1;0
the cffect of the abolition of tariff barriers and the relative movements of a\f;erage
hourly labour costs between Irel:md alld the UK, If seems 'thata cox}sid@rable amount of
capital has had to be expanded in order to maintain output levels as high tariffs are

abolished. We leave such investigation to others,

Individual Industries

We are in a somewhat stronger positionintrying to apply the

essentially macro ideas in the foregéing section to individual industrial groups. This

. is because there are available estimates of capital for such groups, at constant (1958)

%
prices, for each year 1953 to 1968 inclusive. These estimates were made using the-
perpetual inventory method., We use th.em here in less detail than the authors, as we

wish to associate them with the Input-Output industrial grouping of the CSO 1964 92 -

Sector table, which is somewhat different. Our classification is merely illustrative and

not exhaustive,

* .
Seo source Table 8.1, Since our calculations were made these estimates have been
reviscd by R. N, Vaughan. Wco are of the,opinion that these revisions would not
alter the qualitative conclusions of this chapter, :
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. Toble 3.1: Derivotion of percentege surplus for indusiriel groups, 1953-40 end 1960-1948.

1964 Qutput inc. % per year % surplus

Industrial group \ff;':' ﬁ‘c’{" 1953 = 40 1960 - 68 1953 1960

' Actual | CRE Actual | CRE -60 -63

1 2 3 4 5 6 7 8 9

0T0 £m

1. Stone, etc. 3.1 6.3 6.3 2.9 15.1 8.4 55 46
2. Slcughter inc. bacon - 6.7 7.9 3.5 3.5 6.2 5.4 1 13
3. Crecmeries 5.0 13.5 1.6 5.7 5.1 11.2 a a
4. Animal feed 2.4 4.9 3.7 3.4 7.1 2.4 9 66
5. Brecd 2.5 15.4 -2.2 -0.3 1.8 1.0 a 42
6. Suger, confectionery 5.2 7.9 ~5.4 -1.3 5.6 2.1 a 62
7. Drink 7.9 27.8 1.1 1.8 2.9 3.3 a a
8. Woollen; worsted 6.9 8.8 5.2 2.9 5.0 2.3 45 54
9. Hosiery 6.7 7.9 4.5 -0.4 11.3 6.1 108 46
10. Shoes, lecther goods 7.0 3.6 2.2 -1.0 13.9 1.6 146 8%
11. Othner clothing 16.4 5.1 1.5 0.9 5.5 2.2 40 60
12.  Printing 9.6 10.8 4.5 1.4 5.3 2.3 69 56
3. Fertilisers : 1.6 6.6 13.8 9.2 7.4 13.8 34 a
14. Chemicals, drugs 2.9 5.5 5.9 4.9 16.1 6.8 18 58
15. Gless, ete. 2.9 3.0 5.6 3.3 7.9 5.5 40 30
16. Cement, etc. 4.3 12.7° 4.6 3.1 12.7 10.1 33 20
17.  MNetol products 10.7 14.5 8.0 3.1 9.5 7.0 © 6] 26
18. Machinery not elect, 2.7 3.8 11.2 5.1 4.3 3.4 54 21
19. Elect. mochinery 7.2 6.1 13.2 8.6 15.8 .10.9 35 3l
20. Vehicles 6.3 6.7 8.0 3.4 . 3.9 4.1 57 a
21, Construction 44 .4 27.8 =2.3 -4.0 8.8 4.6 b 48
22. Electricity Supply 9.3 152.7 8.3 3.0 10.1 4.7 64 53

Basic sources: () Estimoted Levels of Copital Stock in Irish Industry 1953 - 1968 by E.W. Henry and S. S

(2) Input-Cutput Tables for 1964, Compiled by CSQ. Prl. 985, 1970.
o: CRE exceeds cctual. b: CRE less then actual, both negative.

cott, ESRi Memorandum Series,

- ) - A
SN BN - R SN - i N - R N ) N Ry 35“‘;.906*

Notes

Groups cre illustrotive end not comprehensive. o
Numbers cre overages.

Copitcl is velued ot constant (I958) prices. Figures shown ore simple
averoges of end of year values given by Henry end Scott,

Figures are bosed on gross output; see text,
Boted on CRE outputs. CRE outputs are those which would be expected,
given particulor yeors cverage workforce and physicel copite!, ct the retés

of pay per worker and profit per £ copitol in 1964,

Percentage surplus = 100 (col. 4 - col. 5) col.4 for 1953-196G. Here end

elsewhere colculations were mode using more digits thon shown in'the tcble,

a means that CRE exceeds octual percentoge. b meens thot cctuel excend
CRE percentcge but both were negative,

As in col.8 but applying to years 1960-1948.
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" In Tables .1 the main object is to compare the annual average

rate of change of actual volume output of each industrial group with what the

rate of change would have becn had the units of the factors (i.e. wages per unit

labour and profit per £1 capital) been unchanged (in fact at their 1964 levels).

For our purpose we term these CRE (or constant rate expected) outputs.

Actual output should be net, In fact added value but statistics of net output

ét ooilstgnt prices for individual industries are not available, so we. . have used
gross output indexes for rates of change.instead.. At the level of precision
and the deg_x“ee of agg;‘eéation af which Wg are working we ihinli that estiirnates
of rates of change based on groés output are a suffi.cient approximation for

the net output rates. For methodology see Notes to Table 3.1,

1
1

i
i

(Table 3.1)
. We define surplus as the excess of actual rate over .Cl_kE rate
and surpl'us as percentage of actual rate is shown for two periods of years in
cols. 8 and 9 of the t;tble. It is at once clear that the surplus phenomenon
is very proh'ounced in Irish industry: amongst the 22 groups in 1960-1968 there
are only four exceptions to the rule of positive s;urplu s. The four are interesting:
creameries, drink, fertilisers and vehicles. Thesc are the ix;dustx‘ies in
;vhlcl; physical output did not match physical factor input in a period .of general
growth and the factor element was mainly capﬁal. The surplus percentages
varied 'gireatly: in 1960—1968 the highest was for group 10, ‘shoes and leather
groups with 89, also largest, with i4é, in 1953-—1960.' There is only e; slfght
.t.e.ndency for the surplu;s, phenoﬁnen(ﬁn to aifec;; industries in much the same
dc.aéroe: in the two time periods: r =. 48 for the pairs in cols., 8 and 9l (omitting -

the 7 cases of non~growth in either), with nullhypothesis' significance lying

_between , 05 and .10 probabilitics. Also the percentage surpluses will be

seen to be generally lower in the later period than in the carlier period of lower

cconomic growth: simple average percentages for the 15 grawth industry

.
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Table 3.2: Capital stock (£000 at 1958 prices) per unit labour at work for industrial groups,

1953, 1960, 1968.

Capital stock per Percentage
Industrial unit labour (£000) Increase
group 1953 1960 1968 1953-60  1960-60

1. Stone etc. .72 2.44 2,65 42 9
2. Slaughter inc. bacon 0.80  0.88 1.46 10 66
3. Creameries 1142 2.88 3.67 6 61
4, Animal feed 0.97 1,25 2.85 29 128
5. Bread 0.91  1.33 1.98 - 46 42
6. Sugar, confecﬁonerf 0.93  1.55 2.17 67 40
7. Drink 181 2,80 4.26 55 52
8. Woollen, worsted 0.90° 1.02 1.43 . 13 © 40
9. Hosicry 0.57 0.99 1.3 74 37
10. Shoes, leather goods 0.36 0.41 0.68 14 66
" 11, Other clothing 0.21  0.26 0.41 24 58
© 12, Printing 0.87 0.9 1.39 10 45
13.  Fertilisers 1.06  2.18 7.75 106 256
14. Chemicals, drugs 1.34  1.63 2.13 22 31
15. Glass, etc. 0.79 0.95 1.64 + 20 73
16. Cement, efc. 1.62 - 2,68 4.06 65 51
17. Metal products 0.79 0.88 1.75 11 99
18, Machinery not elect. 1.3 1.08 195 -17 1

- 19. Elect. machinery 0.71 0.89 1.00 25 12
20. Vehiclés 1.07  1.06 1.37 =1 29
21. Construction 0.26 0.54 0.78 108 44
22. Electricity supply 11.80 17.26 18.01 46 4

Basic source: (1) of Table3.1.
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cases were respectively 52 and 45. Positive percentage surpluses were much
more uniform in 1960-1968 than in 1953-1960, standard deviations being

respectively 37 and 21. '

:

o 'i‘lle lack of obvious relati.onship between fac':tm; input and gross
output (i.e, between cols. 4 and 5 - or between cols. 6 and 7 - of Table 3 1)
1s so evident that it is with something like relief thz}t we discover tlm.i.; there

Is any relation aé all, Infact r =,58 (signilicant at null hypothesis probabﬂity
leve]: . 01) for the 1960-68 period. | This value of r is far lower than might bve

eﬁpected.

.

The most significant conclusion from this part of our analysis is

that a large part (and possibly the greater part) of industrial oufput in the

" Irish upsurge period 1960-68 cannot be accounted for by quanfum growth in the

combination of labour and capital.

Capital per Unit Labour

While the statistical analysis in this chap£er was designed to examine
only this problem of surplus it brought to light a far more‘serious aspect of
recent Irish industrial developmeﬁt which, indeed; requires more analysis
than we have been able to give it, namely the growth of capit‘f'tl compared to

that of manpower in industry, i.e. the factor shift from manpower to machin.ery,

-

.(Table 3.2)
\' .

| Table 3.2 shows that far and a\.vay the most capital intensive
lnciustry is electricity supply in 1968 followéd, though at long remove by fertiliser.s, '
drink, cement and creameries. fercentage ﬁow‘uh in the ratio iﬁ 1960-1968
was greatest in .the case c;f fertilisers. Thcre‘ isnot a single excception to the
rule of g‘r(;wth in the ratio in 1960-68 'apd only two cases of decl.ine‘ (both small)

In 1953-1960. Though 1953-1960 was a period of slow industrial growth it Is




CQ,Z_ f, Table 3.3. Capital stock per unit lobour (1), earnings per worker (2), ratio of numbers
7{2 of female to male workers(3), classified by industry, 1968.
Manufacturing Capital . Earnings Female/Male
Industry "~ i|per worker per worker/ ratio

b= . 1968 ' year 1968 1968

r £000 3

5. Bacon 1.69 - 670 0.312

I" 6. Slaughtering 1.47 - 718 0.178

n 7. Creameries 3.95 718 S 0.119

8. Canning Vegs. 1.83 538 1,279

9. Flour 3.97 723 0.280

9A. Other Milling 2.99 762 0.280

: 10. Bread : 1.94 723 . 0.280

™ 11, Suger 3.50 897 - -0.045

.1 12. Sugar Confec. 2.23 642 1.725

- 13. Fish 1.94 . 536 0.918

14. Moargarine - 2.44 661 ) 0.936
15, Misc. food 3.12 536 0.918
- 16. Distilling 3.87 736 o *

17. Malting 3.36 834 0 X

- 18. Brewing 5.08 1108 0 *

- 19. Mineral waters 2.24 772 o *

j 20. Tobacco 2.65 778 1.422
o 21. Wool & worsted 1.50 589 : 0.799
=~ 22. Linen & Cotton 2.1 . 600 0.416
o 23. Jute & Canvas 1.93 585 . 0.503 -

24. Hosiery 1.46 533 : 1.792

=~ 25. Boots 0.65 556 T 1.002

‘ 26. Mens Clothing 0.45 465 : 3.248

" 27. Shirt Making 0.36 364 " 8.313

~~  28. Womens Clothing 0.43 416 - 5.383

Ll 29. Misc. clothing 0.38 408 3.871

- 30. Made Up Textiles 1.25 442 : 4.363

1 31. Wood 1.62 647 - 0.080 .

[ 32. Furniture 0.70 650 ~0.080

~ 33, Paper 2.30 699 "0.614

: 34. Printing 1.46 863 ) 0.324

f 35. Tanning 2,05 764 o *

36. Leather Goods 1.01 - 496 1.381
) 87. Fertilisers 8.01 1084 o *
[ 38. Oil Paints 2.53 827 0o *

39. Chemicals ~ 2.19 562 1.073
I - 40. Soop 2.30 749 1.115
.| 41, Glaoss 1.68 746 0.275

42, Struct. Clay etc. 407 *¢ 830 0 *
{"43,44. Metal 1.81 772 0.125
(] 45, Machinery except to test | 2.08 749 0o *

46. Elect. Machinery 1.05 658 0.921
[& - 47. Ship & Boat B. 2.43 . 915 0o *.
1 49, Land & Road .1.40 986 o *.

. 50. Other Vehicles 1.43 1053 0 *

a4

L Basic sources: (1) of Table 3.1 and individual industry reports from CIP 1968 in ISB (for last column}
* No female workers in these industries or lclfj‘?) t{:hzm . 005 ratio., S )
; : c .

{{‘"1

:' - - - . ‘

' - Figures for capital stock per unit labour above differ from similarly described figures for 1968 in
: Table 3.2 because of (i) grouping and (ii) figures in Table 3.2 are based on averages of capital

figures at beginning and end of year and in Table 3.3 capital figures are for the end of 1968.
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evident that capital intensity was well on its way. With growth during 19601968

there was a considerable ingrease in capital intensity: the simple average of the

percentage increases (including negatives) was 38 in [953-1960 (7 year changes)

compared with 60 in 1960-1968 (8 :yecr changes).

What is utterly unexpected is the entire absence of relationship

between the increase in the ratio and the actual rate of growth in gross oufpuf‘ amongst
the 22 industrial groups.  For 1953-1960, r = -.21; for 1960-1968, r = =,27. Both

negative signs are perverse; anyway ncither value is significant even at the .1 NHP level.

Earnings and Capital

I As a gencral rule men were better paid than women in 1948 and
capital-intensive industries are also male-intensive. Table:3.3 was prepared as a basis
for measurement of these phenomena. As already indicated, the rather remote reference -

year 1968 is the latest for which we have the Henry-Scott capital statistics.”

) E'ob'le 3.-?] '

The very considerable range of values for each variable will be noted.
The correlation coefficients are as follows:-
fp = 6317

rl3 =-'-.46].6.
fo3 =~ 6831

Subscripts indicate variables involved, as shown at head of Table 3.3,
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For 42 d.f. the .001 l.\lHP critical point is ,4589 so that all three coefficients

may be regarded as highly significant,

The really significant correlation is what happens when the

s
- female-male ratio is constant, in fact fi2.3° The value is .4883. For

41 d.f, the .0l NHP critical point is .3890 so that the positive relationship between

capital intensity and average earnings sex-corrected is emphatic,
The OLS regression is - .

X ~= =104+ .0047X_ - .048X

1€ (.06 6.752 (0.35°

t-valuves in brackets, F = 14.0, significant of NHP of .00l.
) :

R® =4007. Inclusion of X3 (= female/male ratio) does not improve the regression;

2

in fact omitting it gives a simple regression with R2 =T = .3990 nearly equal to the
value for the two indvar version, On reordering the residuals according to the

magnitude of indvar X,, tau is found to be 26 (out of 44 sign changes) giving no indication

2

of residual auto-regression. At the same time, the earnings "explain" only two-fifths

of the varignce' of capital per worker. It is of interest also that the intercept in the two

v

indvar regression is not significantly different from zero.,

Causation.is perhaps more plausible from regression of X2 on X] '

e : : v/
i.e, of earnings per worker on capital per worker. The regression isx 0= 79.3x|, with

X, = Xi - Yi . R2 = ,4007, as before.  An increase of £1,000 in capital (at 1958 prices)

per worker would increase earnings per worker by £79 at 1968 rates. -

What is happening to an appreciable extent is as follows. Tangible
capital is replacing loiaour at an increasing rate, ie. constantly fewer workers are
required for a given quantum output. More workers are made redundant than would
otherwise be the case. The real earnings of those at work are great.e.r than they would
have been without increase in capital, Another interpretation would be that, when
real wages increasc a Iof,. firms feel they ‘hc:.ve no choice but to have recourse to new \/

investment embodying thelatest technology to increase production,

. ' ‘
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.to our serious balance of paymehts problem. i

Policy Implications

"~ The fore{;oing statistical analyf.sis has shown clearly:-
(L); At the macro level in UK and Ireland some three—quz_u‘ter-s.
of recént growth is unexplained by quantum input of lzilaour
.. and.capital; there is a large proportion of industrial growth
1;1 Ireland not accounted for by factor (.capit:al in particular)
growth. o
) . Capital intensity (in relatio.n to labour) is _in;:reasing' and -

Industrywise is unrelated to growth.

Both findings are relevant fo a consideration of thé role
of physical capital in future economic' and, perhaps more 'ilinportailt, sécial
development in Ireland. The implications of the second showiné are of fundame&al .
z;lgnlficance, as we hope to show., Both points support our main thesis, which is
thét, as a.matter of national policy, nct additions to fixed capital stock be reduced.
toa mlnlmum’,k i.e. that such increase be resorted to only after the most intensive
examination of thé potential o'f existing stock, if necessary wit.h replacements,
Increa‘s'ed output being achieved by improved mmlagément and labour, increased
shift working, improved znat.el*ials;slcilled marketing, ch::mge of products in
accordanc_e with demand,.in fact eQery device except I;et increase in éapital .
Objections to increasing capital are m.a‘mly the iric.re'asing, current cost of depreciation ;

-

(tending fo increase the competitive cost of the article) and the large import content |

of capital goods used in Ireland - direct and indirect possibly 70 per cent - inimical N

ok |

, .

We remind the reader once more that all the comment in

this chapter relates to constant price series of variables. Price inflation is not

*
A colleague comments: "I suspect that Government policy should be devised in such

a way as to influence the composition of capital- that is, halt the recont trend towards

. labour-saving capital and scck to increase capital complementary to labour at all

skill levels'™, Of course we agree.

Aok . - :
Would the energy Industries please note, and authority for the vast building industry

recoghise that many more buildings can be reconstructed than new-built within a
glven sum available for capital investment ?

<

1
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a direct element here though it does, of course, alfcct output, foreign trade ete.
in their physical aspect. Inflation is an arch-agent for the misdirection of economic’

activity away from social optimality.

oo oo — v

As to point (1) above, the surplus phenomenon is, of course, a
good and it is sali sfactory to note that Ireland is well to the fore in its exploitation.
.All that seems to be required is that the fact enter the consciousness of planners,
publici and pr.ivaté. '.I‘he slogan might be ¥ fnor.e output is possible from your
existing capital stock" (apart, of course, from present depression levels)’.k In this
re.spect. individual firms would do well to try to imitatn their best exemplars,
alivays bearing in xnind the L'ine.han41962 showing, that in a given i’ndu'strj'/ in a.given

‘ . \ .

© 3
year nct output per person engaged can vary in the ratio 4:1 .

As to 2), increasing capital 1ntens1ty is a world pr oblem for

- e
Pamnpieeg

g

which we do not presume to know the answer. The marked tendency towards
substitution of machines for labour is specially grave for Ireland with its endemically

: . ' /
high rate of unemployment which (including unregistered) at present may amount to ‘/

onc-seventh of the work force. The tendency is, of course, good for exporters of -

capital goods, typically the economically advanced countries. We had this aspect

- In mind when, in the previous section, we recommended that Ireland should seek a

larger share in heavy industry, if only in its small parts.

-

We are emphatically of the Opinion that almost exclusive acceptance
of the profxt motive in the prlvate zone will not solve the Irish unemployment
problem, or lead to even a s1zab1e rcductxon in the present leVel during the

next few years. Govermnent must intervene_. To rep’eat a point'made

.
in previous papers: in future planning emphasis should be on volume of employmen
' 1
. . : )
rather than on income. TFaced with a choice, we would prefer a situation of a.lower

J/ (o /} PRI & 3
rate of increase of real income per head (mcludmg unemployed and unemployment

pay) and a low rate of uncmployment, than the contrary. The personal preferences

of the writers do not matter. We merely pose the problem which must be fac'ed,

*
" This obscrvation is based on limited investigation, for instance underutilised .
Capxtal capacity may be related to prohtablo use of tho capital stock,

*
Thc Structure of Irish Industry T.P, Linchan, Journal Of The Statistical And Social

Inquiry Socicty of Ireland 1961-62: comment by R.C. Geary
ok k

R.C. Geary and J. G, Hughes: Certaln Aspeets of Non-Agricultural
C Unemnplovimoent in Treland ESRI Papor No 52, Dublin 1970,
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F - 4, Three Studies on Irish Industry

\E _ N This p'aimr on Iriush industrial adaptation led us raiher far
r aficld. Following are three mutually independent aspects which we think worthy
- of retention. The first, based on financial accounts of Irish public c‘ompanies,

| Eﬁ - redresses to a certain éxtent thg balance of official statistics which make no

[“ distinction be.tween native and overseas enterprises, the lattei; S0 imporé;mt

w ﬂ In recent ycars, dealt with by D. I\([c_Aleese.,l=

: The séoond is a contribution to the very vexed question of the

‘ [-j ' extent to which industry and other autonbmous economic activit-y creates service-

F type and other induced employm'ent. Like other writers we refraianr(')m

E., suggesting a mtizltipliexs.

- The near-constancy over the years of the percentage employment in
E ma,nulet.cture to total non-a.gricul'tural employmenl; is no_tabl'e:~ ’ |
- . ’ ' . ’

i 1951 1961 1966 1971 ¢ 1976

. .. - ' . . (estd.)

| 25 a1 a7 27 o

.: The prévincial ratios are almost equally’reznaricable for their c<‘>nstanc§: 28

1 per cent ir; Leinster, Munster and the three Ulster counties in 1971, if only

’i" 17 per cent in Connacht. It is quite likély that the Cdnnacht ratio has;- increased

Z since 1971, duc to the promotional acti\}ities of IDA and SFADCO.

q_ - . We are concerned with national as distinct from local induction

g with which Baker, Black and Jefferson deal - see later. Will the multiplier of

! .

- nearly 4 persist in'non-agriculture, i. e.‘that 27 extra jobs in manufaéturing

LJJ industry will result in a total of 100 cxtra jobs, i.e. 73 M jobs? We need

r{, l- not mention induction (which‘ feally begs a questior;) bu}; simply the fact of the
VL ' '

constant ratio. A more prosperous agriculture will promote jobs in non-agriculture.
E But will the fact of so much of the new irdustry being "forced!' by IDA grants

and tax holiday militate against the niaintenance of the multiplicr ?

E«"“"’ﬂ;: 2ex
I
z ;

*D. McAlcese A Profile of Grant~Aided Industry, IDA, Dublin, 1977,

¢ ¢
o« .
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We do not attempt answers but we suggest that these important

aspects merit investigation. Indecd we think that authorities, should give as much

* .y
attention to the promotion of service-type employment locally and nationally as

they now give to the economic aspects of industry and AFF. Even from the
narrower viewpoint' of induction, we hint at a multiplier of 2. We
are convinced it is much larger but we cannot even éonjectu're how much.,

The third paper uses data derived from E.W. Henry's IO Table

‘to display certain general relationships ﬁertaining to Irish manufacturing industry

P .

in 1974, ST

*We understand that the IDAsgive attention to the promotion of service industrics
but our point is that in view of the vast employment potential perhaps more
emphasis on this aspect may be desirable.
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4.1 Irish Industrial Public Companies

¢

Our basic source here is the annual summary of public companies

.published by The Irish Times. The statements we.L;se arve those for 1971, 1973
and 1976, those for 1971 aﬁd 1976 prepared by Bill Murdock aﬁd that for 1973 by
Anthony Kepghf Notoriously, financial accounts of companies are not suitable
‘as, sta‘t.isti.cal ‘documents and the compﬁers have done Q011ders in endowing them
with statistical form. Through no f.ault. of the comp.ilers,the inadequacies are
manifest. .The twelve months to which the accounts relate difi-’gar in considerable
degree. Particulars are missing in a number of cases. Rounding-off in tl.le case
of our principal variable, nu.mber of employees, indicateé imprecision. We do
not think that there is much point in giving exact descriptior;s of the variables we
use, beyond those given by the qmﬁpilers. .We did not' expecf to find many
significant relations in our analysis.  If lack of relationéhip is due to statiétical _
inadequacy in the basic data we can at least argue that if we had exact data, at

best the relationships could not be very strorﬁg. One can af least assume that the

lack of relation is correct and in some cases this is informative.

- ' Before 1973, the returﬁ related tc; the "Top 50 Companies" and in
1973 it was expanded to include 'all industrial compﬁnies with a .Stoc'k Exchange
quotation”, and additions made 'té the amount of information provided. Most of t:he
heads of inforniation are clear enouglll from their titles, except perhaps in a single
case, capit‘al employed, deﬁnéd as follows: N . | .

it is the sum of issued capital, reserves, loans, bank overdraft, minority

interests and future tax, less any goodwill. |

We make two analyses ~ (i) 1971-1973 and (ii) 1973-1976, the idea
+ in (i) being a period of relative prosperity and (ii) a comparison of '1 good year with
a bad. In our OLS regression our depvaf was percentage change in number of
employees. In (i) we included 34 companics, all those with unchanged names,

though they may have changed in structure from take-overs ete. We also omitted

. * * N .
. The 50 Largest Irish Industrial Companies 1971. Compiled by Bill Murdoch
Irish Times December 1971, The Irish Times - Irish Industrial Companies 1973

Compiled by Anthony Keogh. Irish Times December 1973, The Irish Times ~.
Irish Companies 1976. Comniled bv Bill Murdoch Irish Times: Docember 1976.
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a few companies which we didn't think qualified as "industrial'.
] {

1971-1973
In full, our variables for (i) arc:-

1. Number of employees, percentage change 1971-1973.

2. Profit, before interest and tax, percentage cha'mge 1971-1973.
3. . Capital (as defined above), percentage cilange 1971-1973.

4. Number of employees 1971, as measuring size.

.5 . Percentage of exports 1973,

Peréentage of equity held -

6. by director and family interest.

7. - outside the State. )
8. - Equity market éapital, percentage change 1971-1973.

Rggreséion of variable 1 on the remaining seven was highly
sig;iificalllt: F = 3.89 almost e;;actly at the NHP of .005 fo.r d.f = (7,26). This
significal;ce was entirely due to a single variable 3, change in capital, the
coefficient for which was 0.43 (t = 4.98), none of the otiler coefficients (including

constant) being near NHP = ,10 significance level. This means that an increase = .

of 10 per cent in capital (as defined) resulted in an increasé of about 5 per cent

in employment.

- Of the 28 correlation coefficients (r) only four proved significant

at NHP = ,10 level.

Variables

r 'I.t‘\"HP significance
(1,3) .700 ' 001
(2,8) .475 01
(3,5) - . 375 .05
6,7) | ~.533 .001

The last is obvious and requires no comment. The first has been
dealt with. One would perhaps expect the r (2,8) to be ever stronger. The

significant value of r (3, 5) shows that faster growing companics export a

higher proportiox{ of their output than do smaller companics. ‘
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Tl;e n.on;si gnificances a;re more interesting. They can be
inferred from what has gone before. We n'mntion three only. S‘ize' (variable 4)
is unrelated to any of the other variables, including export propensity; neither
is variable 6, percentage of equity held by family and 'diroctors, except to the
obvious variable 7. That symbol of economic virtue, .propensity to exporf,

had littzle; if any, effect on employment. In fact r = .22 (at least the sign is

plus! ). with NHP = .10, r = .29, Exporting firms were not significantly more

successful increcasing profits in 1971-1973 than were other firms; in fact

r=.,15 between'variables 2and>5, far below NHP Signifioancé of .1, but with a

positive sign.

1973 - 1976

The Irish Times coverage for these years was much more

.complete than before 1973, Two extra variables were provided:-

9. Turno{'er, percentage change 1973-1976.

10. Borrowing as a percentage of shareholders funds 1976.
Our main interest l;eixxg change between the two years we had to contend with many
gaps, parﬁcularly in turnover in 1973. As wil} .be éeen, variable 9 waé found to
be important in the study of relationship and filling the .gaps.was little better than
guess~-work., We were able to inqlude 61 industrial firms, si'milarI.y named, in

our co’mparisons of 1973 and 1976, to repeat, between a good year and a bad year.

In Table 4.1 We. prévidé simple analyses of the data before
considération of statistical relationsl;ip, concentrating on classiﬁcation by size
(qumber of employees in 1976),  Total employment in these public companies
féll by 9.7 per cent. This compares with a fall of 6.2 per cent for all transportable
goods (TG) industries. The TG experience is the better because it does not inclgde
thé Construction industry (with some firms ambngst the pu}ulic- companies) and
Includes the addc,;d employment from {irms coming into existencqﬁ between 1973

and 1970, ' : .
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Table 4.1, Comparison in 1973 and 1976 between

cemployment, value of equity market capital and

profit of Irish industrial public companics classificd

by size (number of employees, 1976)

Class: -1 0 mo W .V Al
Size: ] 5,000 + 2- 5,000 1-2,000 500 - 1000 Under 500 sizes
Number of companies: 3 4 . 16 13- ) 25 61

Empl oyment (000) )
1973 16,1 13, 2 25, 4 10, 6 91 74, 4

1976 - 17,5 LT .. o2L4 9,2 7,4 67, 2
Percentage change +10, 8 =11 8 156 . -126  -185 - 81

Equity marlet .
capital (£ million) _ . o . 3

at end of year . T ‘ :
1973 4. 7T 36,1 86, 9 . 45. 0 26, 0 268, 7 -
1976 81,1 16,3 60, 5 22, 9 138. 7 204. 5
Percentage change 422, 0 ~54, 8 ~30, 4 -49, 2 ~47, 4 - 23.9

Profit (£ million)
before interest & tax .
19173 12, 9 5,

1.5 81 3.5 48. 5

i d 9
1916 24. 5 6.5 | 20, 3 10.0 4,1 65.3
Percentage change 489, 4 49, 2 +16. 2 +14, 0 +17. 2 434, 6

- Basic source: The Irish Times annual reports on Irish Industrial Companies, 1973 and 1976,

It is obvious that the three large class I firms had a far more favourable
experience generally than other public companies, in respect of all three factors. We-

cannot argue that their success was due to their size. It may be neérer the truth that

their size is due to their success in the past.

In interpreting the equity and profit figures'it is necessary to take inflation
int§ account, the most suitable measure of which is the 'CPI whic.zh ‘inci*eased by 66 8 per
cent between 1973 and 1976. Accepting CPI as a‘deﬂator, ‘the real equi_ty‘and profit
situations can be summarised as follows:~ |

Real percentage changes 1973-1978

Size class of company - I I - Vv All sizes
Equity market capital -26.9 - =65.0 -54..4
Profit +13.5 -31.3  -19.4

These figures indicate a low state of confidence in the Irish capital market
in 1976. Even the cxcellent profit showing, of the three large class I companics evoked

only a poor equity response. -
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- Exports had to be treated separately since there were so many

data gaps.

Table 4.2 Exports of Irish industrial public companies 1973 and 1976

Number of Iixports ‘
Size class companios (£ million) . Change
P 1973 1976 per cent
PR | 3 16.7 81.1 + 86. 6
| I 4 11.6  57.2 +393.1
I 14 27.8  67.0 +140.8
IV 5 7.0 15.6 +123.9
vV - , 11 "6.2 7.1 + 14,9
All sizes 37 69.2 178.1 +157.2

Basic équrce: Same as Table4.1.

| Total exports from Ireland, except of live animals (hence "industrial'

t

in some sense) amounted to £748.5 million and £1749. 6 million in 1973 and 1976

’ respectivély, an increase of 134 per cent, compared to 157 per cent {for the 37

cbmpanies in Table 4.2. Obviously the export record of the 37 was comparatively
satisfactory except with the smallest grade V companies. Exports of ithe 37 was

almost exéctly one-tenth of total exports (except livestock) in 1976.

The 37 companies were only those for which data was gvailable for
both years 1973 and 1976. There was a great imﬁrovement in availability ir‘1.1976.
In fact, no fewer than 64 companie‘s supplied particulars of exports (if often nil or
very sm.all). They were distributed by magnitude of exports as shown in Table 4. 3.

Table 4.3 . Irish public companies classified by size of exports in 1976

Size of exports No. of Total value of - a Expoxitst(a:. of
(in £ million) firms exports Turnover percentage
. ) ' turnover
. - . £ million

b orover” - - 9 - 139.6 387.7 36.0

1-5 16 40.7 237.1 ~ 17.2

0-1. 21 B 7.7 166.5 : 4.6
No exports .18 0 178.3 , 0

Total G4. 188.1 969. 6 © 19,4
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Export distortion is .ev'idcnt: the n.ine .companics (out of 64) with largest cxports
account for three-quarters of Irish public company exports but for only two-fifths
of turnover. Encouragement and help to all these companies to improve their _
export performance might substantially reduce the half-billion visible trade
bal.an.oe. |

OLS regression of variable 1 on the remaining nine variables was
-as follows:-

ch ®-25,9 + 0.1787 X3 +0,0786 X9 + (texms in other 7 indvars)
. (2.50) (2.54) (2.74) B ’

F=4.75 % = .360, =n =61l g

Only the two indvars shown had coefficients signifiéantly different from zero (near

NHP = .01). The F-value indicates NIIP =,001 signifiémice. The seven omitted

values add nothing to the regression since ﬁz = ,421 for the regression of Xl 611

on X3 and Xg alone. On the other hand inclusion of both variables is useful since

=2 - P : ;
R =,322 for X1 on }xs alone and R~ = . 367 for }\1 on X9 .

In words: percentage change in number of employees 1973--1976 ‘

is positively related to a combination of percentage changes in capital and turnover.

Of the 45 correlation coefficients (r) between the ten variables

" 11 proved significant at NHP = .1, as follows:-

Variables . , .r NHP significz{nce

2 . 416 .001
s .77 ' 001
1,9) :614 ; .001
(2,3) © 504 - .001

(2,8) 508 . .001 .
2,9 . WT13 ,001 -
(2,10) N .216 ' 10 '
(3,9) 651 : 001

L @,5) 232 .10
“,7) . .228 .10
(6,7) .-.830 0L




]

P

g-—-v—__ vr—_
H 3 }
s A

- 75 -,

The system is a fairly highly intercorrelated one. The only

* variable missing is no. 5, percentage exports 1976, There was no significant

rclationship between this variable and changes in employment, profit or any
other variable considered. That some of the relations are as they should be,

... is statistically reassuring.

Comparing with the 1971-1973 period variable no. 3 (percentage

change in capital) appears as a significant indvar in both, Three of the four

~1971-1973 cofrelation'coefficients appear amongst the eleven for 1973-1976.

Altogether, the results for the two periods are consistent, generally strongei'

in the later period.

. Of particular inferest is the fact bf a sighificant positive éorrelation
between changes in employment and profits (variables 1 and 2) But we also
not.ic;e that as we might expect, each is highly positively co'rre].ated with change
in turnover. What happens with change of turnover constaﬁt ? We ﬁnd 0.9

insignificantly different from zero. The relationship between changes in

employment and profits is entirely due to the fact that each is related to turnover.

»

: Tufnover turns out to be a strong variable in the 1973-1976 system.
But, as noted earlier, the companies with missing figures for 197.'_"{ \§h10h had to
be guessed were uncomfortably numerous‘, s0 it \}vas decided to ferun the

data omitting the 16 missing companies. Most of these were small.

The foﬁowing résulté relate _therefore to Irish puin.c .c_ompa.nie‘s on average lafger
than the 61 alread;;r reported on for 1973-1976. The regression is

X, = -26.8 + 0. 2196, +0.08835 X4+ (terms in other 7 indvars)
(1.86) (2.46) '
F=3.68, Ko=.359, n =45.

The two indvars picked out as significant are the same as precviously

and the cocfficient values are not seriously different. The If value is lower but

' still indicates equation significance but now at NHP = .005. DBy the ﬁz test the

geven Indvars other than X3 and X9 contribute nothing to the regression.
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. As to the correlations,variable no. 5 (percentage cxported) is

not significantly rélated to any of the other nine variables. Our main interest

y ~ values now are

3 r (1,9) =.629
r (2,9) =.731
r (3,9) =.716

l
S
- : is, however, varviable no. 9, the reason for the re-computering . Its significant
:
!
\

© Tllougll all are slightly larger than in the previous experiment, they are not

[N

} " pignificantly so.

Of course there are many other aspects of relationship between profits, turnover -

- . exports ete, that could have been discussed but in the interest of brevity

- - -

cannot he developed in this paper,

; .

| -
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4.2 Autonomous and Induced Employment

Official policy to crecate employment in Ireland has always
concentrated on industry proper. It is recognised that concomitantly employmeh‘t
in service-type economic a_ctivity should expand, without much promotional
effort, _ 11.1 fact there never was any prospect of attainment of fuli employment.
(without Jarge scale emigration), or anywhere near it, through increased
employment in industry alone, Policy cpncentr.atlo.n on industry (as distinct
from services) is natural: industry units are ty.pically larger in employment

than service units, and hence promotionally more rewarding per unit created.
. T ; ~

Policy decisions to establish industry, either in private or public sectors

were not hox\"evcr based primarily on employment potential but on prospcct /'

of prom in the private Sector, and on social and economic nned in the public

sector; rather, in c11che terms, “regard was had' to empIOyment o .

’ ‘e, "

. Vast sums have been spent officially on helping.agriculture but
never in the expectation of increasing employfneht. Evc;r since the Pépulation
Comr.nission* there has been tacit acceptanc.e of tl.w notioh that 'u;com_e wa.s
all that mattered and average incomes were to be increased. by reducﬁon of
mahpower (the denominat.or) rather. than by substantially increased aggregate income
(fhe numerator). We have e'}qa'ressed our strong disagreement with such tole£‘ation,
being of the opinion that unless the flow of manpower from agriculturé can be
staunc.hed there can be no hope 6f reducing the chronically high level of unemp'loyment.*’l
'i‘o‘sfart a statistical examination attention is dirccted to Table 4.4 '

Bullding and services (3) are now more than half total employment; despite the

*
Commission on Emigration and Other Population Problcms 1948-54 . Stationery
Office Dublm 1954,Pr 2541,

¥

*R.C. Go‘ny and M Decmpsey (1977):"A Study of Schemes for tho Relief of
Un(,mp]oym(,nt in Ireland. " ESRI Broadshcet No, 14.
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Table 4.4 Numbers (000) at work in broad branches of écon0111ic activity Ircland
| r T .7 1951,.1961, 1971 and 1976 :

j Economic activity 1951 1961 1971 1976
,

{-u 1. Agriculture, forestry, fishing 498 - 380 2973 243

'L 2. Other production ' 195 198 238 228
[“ 3. Building, cohstruction, services ‘ 524 475 . b4 564

i 4, Total at work ' 1,217 1,053 1,055 1,035
r - 3 per unit of - . .

. 1 plus 2 a 0.76 0.82  1.06° 1.20
FJ 2 - ' 2.69 2,40  2.20  2.47
] - . '

F{ Basic sources: CP (1951, 1961, 1971); ER and O June 1977 (1976)
Fi " depression their number is estimated to have ‘11i01‘eased by 20, 000 since 1971. Number

. - in agficulture etc (1) has halved since 1951. Our main interest is, however, in
| the quasi ~multip]iers in the last two rows. -The contrast will be noted: the
“.J ) . .

m" considerable and regular increase in the ratio of 'building cte and service to
2
production employment in the twenty-five ycars and the comparative censtancy of

™ - : ) . .
v ! the ratio of services etc to what is mainly employment in manufacturing. If we
r; , " wished to formulate a theory of causation for émployment, with production.

- the cause and services ete. the effect'we would be inclined to regard 2 above as
T , . .
[a ] having a far stronger effcct on the level of 3 than has 1 and 2 together 'or, more
- simply, that agriculture has a comparatively small effect on the demand for
. services. Admittedly this train of argument is weak but the conclusion agrees _
with that of T.J. Baker (1966), the pioneering Irish researcher in this field, as
.. o : %k
j ' regards locally induced employment. W, Black and C.W, Jefferson (1974), on
- the contrary, found that in Northern Ireland
L ' ’ "There is very little cvidence that the inductive
power of agricultural cmployment is significantly
] » : ) . Jower than the inductive power of non-agricultural
) ' cmployment in Northern Ireland. There is no
= , evidence that farmers spend a Jower proportion of
} © - income on induced activities than the rest of the
e community, "
‘ * T.d. Baker:Regional Employment 1’;1‘(.tcrns in the Republic of Jreland. ESRI Paper No.
AN 32, 1966 ~

v William Black and Clifford W. Jefferson:Regional Employment Patterns in Nevthern
Ireland, LSRRI Paper No, 73, 1974,
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K :
} g The difference 'at the time may be partly due to average agricultural income
r in Northern Ireland being larger than in the Re'public. What is recally w:mtod.‘
m. is a multiplicr to convert cachn unit of causitive qmployment created into_...
[l“" total cmployment. Neither Baker,nor Black-Jefferson nqlr Baker and Ross prov.ide suc
] an : ' .
Astimate, we consider wisely, as a result of own investigation rcported here.
™ The mul(ti.plier ié'here basically an income concept (though originally an employment
- . concept), ;lS Black~Jefferson have emphasised and from which, indeed, they have
P :
JI ' - gvolved a useful definition: induced employm‘ent in a districtis that of persons whose
™ Incomes arise in tlle'distl'..ict, t'he au_tonomoﬁsly emplm;ed are all others at work,
,_; i.e. tho.;.sc.a whose incomes come from outsid;z the district.
; Baker made a careful allocation of numbers in the categories
. ‘ autonomously induced locally, based on CP industrial sta.tistics of persons
- ':at work, his district units being the twenty-five counties, excluding Dub‘lin.
; H.ls allocation would, in the main, agree with the Blaélp-J efferson income
] ' ' source definition just cited. There could, of course, be differences of.
Ni" oplnion even within the allocation of individual industry numbers to either
L) N
- category but breaking down such numbers would be arbitrary and the
H . statistical results.w_ould probably not be sigxlificantly different. So, in our
r Investigation, we have adopted for 1971 the Baker allocations of individual
o Industries, as far as'we could.** _'
[ .Tabl.O 4,5_ Numbers (000) :lxt work in autonomous and induced employments,
[‘ . ‘ Ireland 1951, 1961 and 1971
!

Category _ 1951 1961 1971

|

| E 1. Agriculture, forestry, fishing, turf 502 384 278

’ 2. Non-agricultural autonomous - -315 324 392
R 3. Induced 400 345 385

T . 4. Tolal at work - : 1,217 1,053 1,055
f : 4 per unit 1 plus 2 ' 1.49 1.49 1.57
i‘]" ' 2 plus 3 per unit 2 2,27 2.06 1,98

- . ¥Terence J. Baker and Miceal Ross: Employment Relationships in Irish Counties,

‘ J . ESRI, Dublin 1975, ' ‘ '

-y : **There were some changes in indusirial classification at the 1971 CP compared

[J with 1961,  Adtonomous industries 183 and 228 (employing together merely 2, 600
in 1961) had disappeared in 1971, Their implicit erroncous inclusion in "induced"
in 1971 could make no dilference to our results,
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It may come as a surprise (Table 4.5) that the non-agricultural autonomous

“i . " employed .2) h;w.c persistently 1ncrcasec.1 despite the showing (in 1971-1976) .

’“1 ’ of Other production ) in Table 4, 4. 'i.’he mam rezison is that head 2 in Table

:: N 4.5 large service-type branches are included, th.é principal being Public

- ad_ministration and defence, (1L, frém one poinf of view postal .servi.ces, in

[‘j] paxjticular, would be regarded as induced, by the Black—é’efforson Youtside |
Income" standard th.ey arc clearly autonomous.)

' The last two rows of Table4.5 are multipliers of a sort,’ the

[ first implying that agricultural eml;loyment has lllciuctlve };ower equal to

F that of non-agriculture, thc; last row implying that it has none., The figures

- are given-*'without l)rejudice"'. In what follows we question the validity of

- : this tyﬁe of multiplier approach. |

’ We calculated the percex}téxge changes in number at work

[ . .bet\\"een. 1961 and 1971 fér twenty—fi&e counties (e‘xcludln.g Dublin) for the

E 1 . ' following | |

1. Induced employment

_*_ : o . Autonorﬁous employment ;-

- . 2 Non——agriculturél

- 3. ‘Total (i.e. including agriculture; foxgstry, fishing, turf) ‘

& The following correlations (and their 'significallée with 23df) were found = ;

"” r (1;2) = .20, not significant at NHP = ,10

M r (1,8) = .40, significant at NHP =, 05 .

a. Although number in agriculture ete fell in every county (and in a rcmarkabiy .'
uniform way - on which we: comment Jater) inclusion of this economic activity
has a marked effect on relaiionsiﬁp. Agriculture, \’vith greatly increcased ,’
lnéome‘ in 1971, now seecms to have some.effcct in inducing local cmployment,
in ag"rccment with-the Black-J offcrson: finding for Northern Ircland. ) ‘
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Disrcgarding the autonomous - induced aspect, we also obtained

the corrclations for-the main industrial group percentage changes in numbers

at work 1961-1971, the twenty-five counties being again the units. 'The groups

.are -

Coefﬂcient.of

Association™
Agriculture, forestry, fishing ‘ ‘ ' - o .21
.Manufa-cture - S LT o © .02
Building, construction . S o N «25
Electricity, gas, water .14
Commerce, finance . R - .30
Transport, comlﬁunicatlon, storage' I a | C 02 -
Public administration, defénce . . " -,10 !
Professions ’ ' , o . .14
Other, or industry not stated - -, 00

The column of cocfficients will be dealt with Jater. There are 36 correlation
cocfficients, of which 9 (all positive) proved significant at NHP = .10 by the
conventional standard. In descending order of magnitude the 9, with their

NHP significance were

Groups . r " NHP conventional
. significance
1,5 .66 o0l
5,8 ' | .04 ' © . 001
3,5 . .58 R 1
3,4 , .‘.55 - c .01
1,3 41 : .05
3,8 ‘ .38 L .10
1,8 .38 a0
4,5 ' N R 1
2,6 . «36 | .10

The strong relationships between commerce (5) with agriculture (1) and

building @) are of interest.

* X . - * .
The co-efficient of association for an industrial group is the simple average
of its 8 ces. included whether conventionally significant or no't.

‘o
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most in agriculture in the effect on local non-agricultural employment power,

- B2 ~

The most surprising showings are the low rating of Liaxw.tidéture
@) and the high rating of Agriculture (1). Even though the employment experience -
in agriculture 1961-1971 was uniformly decreasing county-wise, there was a

marked difference between counties which declined least and those that declined

Note that agriculture occurs in three of the significant ccs cited above, the
value of r(L,5) with commerce '(5, with the highest association) being the largest
in the series. Manufacture has but one mention (r (2,6) = .36) of which the

“significance" is only NHP = .10.

It is not unexpected that Public administration and'defence

(7) and Other (9) are the only groups unmentioned amongst the 'signifi.cant ces

and their carrying negative signs amongst the coefficients of association is of

no importance.

- We have been careful to emphasise the fact of association

. rather than causation (implied by autonomous - induced theory), which is not

to imply that cﬁusation does not operate to so-me extent. We thin'k‘ that, in the
main, what is involved is the income multiplier, | as Blaék—; e‘ff.erson have
suggested, the employment effecﬁs being national as well as 1;)ca1. It may be
that in the short run autonomous entecrprise may induce emialoyment outside the
enterprise but then expenditure of income takes over, wit'h eq'ua.l inductive effect
whatever the ‘source of income. We were not very successful in éur attempt

to “oxplain® the induced employment percentage increase over the period

1961-1971, the depvar (no. 1) using OLS regression, our four Indvars being
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Percentage change in employment 1961-71:~

2. Non-agricultural autonomous
3, * AY¥YF and tuxf

4, .- Percentage in AFF in 1961
5. . : Average income 1965

14

'As before the units were the 25 counties . The I' value was 2.38, significant
“only at NHP = .10 for (4,20) d.f. The individual ccs..are more interesting.

" Of the ten, four are significant at NP = .05, as follows

Variables ' o . NHP conventional
, . slgnificance

4,5 | - 86 _ . 001

1,3 o L .01

8.4 - 45 .05

8,5 ' - 43 .05

The highlighting of the agricultural variables (nos. 3 and 4.) is very marked,

_the high negative relationship between percentage numbers in

agriculture (4) and average county income (6) specially so. Poverty in agriculture
(re-EEC, it will be noted) was obviously the main reason for exodus. Most
relevant to the present inquiry is r (1,3): counties” with least decline in

numbers in agriculture were best inducing local employment.

So our last word in this section must be on agriculture.

~ In the present analysis, nothing has struck us more forcibly than the uniformity

of decline in numbers at work 1961-1971 in AFTF. The (weighted) average

“decline was 27.9 for the whole Republic and the range amongst the 26 counties

wasg only from 23.4 (Kildare) to 35.1 (Leitrim).' The main inference from
this uniformity is the strength of the force of shedding of manpower in
agriculture, independent of geography, type of hushandry and everything

else, during a period of unprecendented economic advance in non-agriculture.

_ The first essential for the economic wellbeing of the nation

is that average farm income should be increased by a vast increase in gquantumn

*
Miccz’d Ross: “Personal lcomes by County 1965." LESRI Paper No. 49, 1969.
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3

output, obtaincd by properly exploiting our main national asset, the land.

-

Thus present numbers will be retained on the land, enabling non-agriculture

to copé with the endemically high level of unemployment, draw in the slack of

underemployment on farms and, by increased agricultural exports, enabling’

the country to cope with another of our disasters, the import balance.

The analyses in the present chapter, In showing the positive

relation between change number in agriculture and number in non-agriculture,

:——“.vg

demonstrates that nothing would be more conducive to local employment in

non-agriculture than an improved manpower outlook in agriculture,

&t
]
i L] ! _
T . 4.3 The Constituents of Irish Manufacturing Industry .
= ' | . The basic data in this section are derived
| “from a 1974 Input-Output {able prepared by E.W. Henry and
il ' described by him as consisting of "rough estimates'; as such they suit our
} ~
: Immediate purpose which is only to display orders of magnitude. .
H... ° ~ .
Fopes oo
- Trish manufacturing industry, 1974 . T Percentage of
™ , : ¢ ' . output
= 1. Gross output, including interindustry and VAT 2,234 116.8
™ 2. Interindustry transactions . .-321 . 16.8
3. Output ' . 1,918 100
[“ o4 Materials and services from outside mfg. ind. 1,302 68.1
| 5.  Added value 611 T 319
- 6. Paid to government, incl. VAT, net of subsidy 104 ‘ . 5.4
-, 7. Depreciation and saving &1 4,2
. 8. Employee compensation, disposable 346 : 18.1 .-
9. Net profit, disposable » 80 4.2
S Notes_
o Relations: 3=1-2; 5=8-4;-5=06-+7+8+09,
L L ' "
w An Input-Outnut Approach to Cost-Benelit Analysis of Encrgy Consecrvation Methods,®
o E. W. llenry Iiconomic and Social Review Vo. 9 No. 7 QOctobex 1977, We are also very
E ] much indebted to Ilenry for adviée and supplementary estimates in COH]I(_\.?UOH with

what follows in this scction.

.
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! The outstanding feature of the foregoing table is what i
. ] .
scem s to be the meagre reward to owners (of capital) at some 4 per cent of output, Iter
the sum set aside for capital replacement and development, also seems far too low.

e _ ' \
On this showing, owners of manufacturing enterprises must surely lack incentive

3

to develop and it is a cliche in business that to stagnate is to die. The livelihood

of the 220, 000 persons at work in manufacturing industries in 1974, as well as

the prospects of employment of those seeking work in these industries ¢he LR

% alone for thesec industries numbered 16, 000 in 1974) depends on the outlook of

the comparatively few people who run these industries. If decision to expand or

thmenl 1 b o s matem e Td T Ll ael ca LT aes
N

not (i.e. employ more or fewer people) is now made largely by managers (who
are technically employees), owners are the source of funds. A small shift in

v

the percentage from employee compensation (8) and government (16) (which need

not mean any absolute reductions in a growing economy) could make a great

difference fo the percentages at items 7 and 9, and hence towaxrds capacity and

disposition to expand. Most (if not all) increased net income of owners must

accrue from ftax reduction which, of course, cannot he confined to owners

(though weighted in their favour)’nut, by increasing their net incomes, will act

S .
% i . as a fillip to workpeople and managements as well. The principle of differential
t B ' taxation is now firmly established but is still far from fully serving the nation's economic
ends. Why, for instance, should exports be so favoured taxwise when successful )
=
!
: - competition against imports serve exactly the same economic ends?
f ' . L 'Hellry'é input~outpﬁftab1e also enables analyses of some of
. L .' — e - . EER ....'....» . g
' the foregbing figures to be made, e.g., o ‘
T s, Output e _...4. Materials o . fm G
, em % | : . :
B 3.1 Home sales 934 48.8 4.1 Home purchases 693 53.2
3.2 Exports f.o.b. 979 51.2 . 4.2 Importsc.l.f. 609  46.8
- oW2lg 9 e T . .
W 3  Output 1,918 100 4 Materials 1,302° 100
= e As x:efg;zirds both sales and purchases of materials and
. , \ '
- services, hone and for’cign are about equ'al. While output had a substantial
» dircct impoxt content (uearly onc-third in fact) the export balance was quite B
_...\* " A A AL - - AT AR IR AT
o This is a matter of opinion with which indeed a colleague demurs, pointing out
= " that: YThis profit/sales ratio is in fact in line with historical experience,being

4,49 in 1956 and 4.6% in 1967, Such a mavkup may imply a rate of return on
shareholders funds of avound 15% which is adequate reward, I would not necessarily
agree with the authors that a 4% mavkup is too Jow." We let our statement stand

for further discugsaion,
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Tzble 4.6 Input to manufacturing industries 1974 (excluding purchases from cther manufacturing industries) classified by industrial group and type of input
Purchases Indirect taxes ' Depreciation Employee - Profit Total
Manmufacturing industrial group Home Imported less subsidies and saving comp. before  hefore input =
) - ' tax tax output
1 2 3 4 5 6 7
A Actual vajues (£ million)
1. Food, drink, tobacco 511.2  112.1 426 29.8 134.8 37.1 782.4
2. Textiles, clothing, shoe, leather 50.4 93.0 5.7 11.8 72.0 10.7 243.6
3." Wood, furniture, paper, printing 20.6 43.5 3.7 6.4 43.0 5.1. 122.3
" 4. Chemicals, rubber, plastics 28.4 65.2 47 9.3 46.5 18.8 172.9
5. Petroleum refining 3.5 90.0 0.4 1.4 3.0 3.1 101.7
6. Clay, cement, pottery 23.8  15.7° a1 .80 26.0 7.0 83.6
7. Metals, machinery 40.4  106.4 5.5 - 10.6 63.0 15.7 241.6
8. Vehicles ’ 15.5 82.8 14.0 3.6 - 41,0 8.4 165.3
Total, manufactufing incustry . 693.8 608.7 -5.5 . 80.9 429.3 105.¢ 1913.4
| Percentages |
1. Food, drink, tobacco 65.3 14.3 5.4 3.8 17.2 4.7 100
2. Testiles, clothing, shoes, leather 20.7 38.2 2.3 4.8 29.6 4.4 100
3. Wood, furniture, pape.r_, printing 16.38 . 35.6. 3.0 '5.2 35.2 4,2 100
4, Chemicals, rubber, plastics 16.4,  37.7 2.7 . 5.4 26.9 10.9 100
5. Petroleum refining 3.5 88.8 0.4 1.4 3.0 3.0 100
6. Clay, cement, pottery ' 28.5 ° 18.8 3.7 9.6 31.1 8.4 100
7. Metals, machinery 16.7 44.0 .2.3 4.4 26.1 6.5 100
8. Vehicles 9.4 50.1 8.5 2.2 24,8 5.1 100 -
Total, manufacturing industry 36.3 - 31.8 -0.3 4.2 L 22,4 5.5 100
Scurce: E.W, Henrv's ESRI Seminar Inmut-Ouinut table 1974. ™

i Aie
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* healthy for manufacturing industry, cqualling £370 million,

A

But, as will transpire, it must be increased substantially,

for it is on manufacturing, almost equally perhaps with agriculture, that the

responsibility falls of 1educ1ng or eliminating the present intolerably high

level cf the import balance.

-
g 1

Details of payments to government are as follows: -

6.1 Social insurance contributions

6.2 Corporate profits tax .

6.3 Income tax

6.4 Indircct taxes
6.5 Less subsidies
6.6 V.A.T. ete.

6 Paid to government

£m %

29.3  28.2
12,8 12.3
67.4  64.8
18.8  18.1
-59.0  ~56.7
34.7  83.4
104.0 100

Item 6.3 includes income tax paid by employees as well as sharcholders or

owners. No account has becn taken of customs and excise revenue duties

(rincipally on drink, tobacco and petroleum products) amounting to £180 million,

as it is considered untikely that any reduction in these taxes to improve profits

lé likely or desirable.

A

[Tabl_e 4.6 here]

" Notes

Cols. 1,7: inputs from manufacturing industries excluded
Col. 2: imports arcc.i.f.
Col. 3: includes VAT, conjccturally ostmmtcd

- Table 4.6 shows that while 1 FFood etc has the largest

Irish content (i. c. imports are comparatively small) it is proportionately a

poor creator of labour and Indced, of added value generally.,
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‘Lable 4.6 contains many policy directives, That two-thirds

of direct input of Food etc (1) is home-produced (mainly from agriculture, of

coursc) is in wide contrast to the other groups shown, Clearly the Industrial

Infrastructure cxists for the material absorbtion of a great quantum development
in agriculture, with emphasis on meat ete, as distinct from live cattle exports,

as suggested in section 2,

We havg already remarked tha.t' manufacturing industry ha.s
a substzmtial‘ export surplus. 'I;l)is does not alter the fact that direct imports
of tl;is sector am'ount to nearly one-third of output or to two-fifths when Food
étc @) and Pet.roleum refining (5) (@an obvioﬁsly exceptional case-) are omitted.-

Note that these proportions relate only to direct imports: if, in the logic of -

IO, indircct imports were allowed for, the latter might be nearly one-half.

Clearly there is much scope for non-food industrial material development.,

’

""" Petrolecum refining () can scarcely be said to be an industry
at all with its some 8 per cent added value. Ireland's future industrial

association with petroleum should clearly be in other petroleum industries.

4 ]

The country's remarkable success in the chemical industry generally, already

-

~An Experimental Sys'reﬁ of Non-Stochastic Linear Equations

? ) Our system is e‘xtremely‘ simple and designed merely

as an illustration using the data in section 4.3, We shall have 11 variables

" pertaining to mamufacturing industry, of which 8 will be endos and 3 exE)s, the

8 determining equations or accounting identities being linear. The variables
are all real per unit changes between consecutive years: we introduce price
changes in the theory but eliminate them in the arithmetical application, The

base year is taken as 1974, per unit changés relating to 1974-75, We cnvisage

1974-75 unit changes not as they had been but as they would have been if manufacturing .

Industry were advancing on the scale required to attain national ends, the
principal of these being, in our view, employmoent increasing on a scale required

to make a sizable negatlive impact on uncmployment,

’
[
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Variables and Iquations

All variables arc at the macro level, i,e. they relate to

manufacturing industry as a whole, except where otherwise indicated. Subscript

. . ; N ¢ \ .
t, current time, is omitted; superscript( =) means previous year value, hence

predetermined. The system is nonstochastic.

Variables with Henry's 1974 I-0O values for manufacturing

as a whole are:

11

The Xl are current values so that, according to our

convention, the figures shown, will be dubbed le. Let real current values

be Yl so that

-

X1 = I’1 Yl’

- Pl being price index, previous year unity. Introducing lower casec letters

X Py ¥, for unit changes, taking natural logs and differentiating we have, -

i

approximately '

- 1974 value
£m
X,: Output | g _ N _ 1,913
X, ﬁélxig sales 934
-X3: I'Expol}ts 979
X 4 Home materials and sexlvices 693
XS': Imported materials and services ' 609
XG: Employece compensation, disposable 346
X7: Paid to govéi*nment 104
X8: Depreciation and_saving 81
Xt Profit disposable 80
. XlO: X8 + X9 . 16.1
X :Expoytg cxcess - .370 |
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o= 4oy r“\-
:_xl p1 31 with

I -1

4

and similarly for the other variables. Obviously Y;]'. = X{l and P1 - 1.= pl' The
y; are the variables in our cquations and identities,

- I o= o+ 3 7

}xl 'X?. }xs, whence

Ax =Ox_ +0x '
. Xl X2 &3 or |
@) x“l o, *+ )=X"1 (p + + X - +

g By ty)EEy Gy ty) Xy byt Yy

Thié is the first of 8 equations in the y's. We elininate the terms in P, later

for reasons given, The next two equations are also derived from identities

: -1 o 1 S
@ - Xig 0107 Yig)=%g Cgtygd %y~ g tyg)

- .
. . PR N

L. 1 -1 ' -1

+ v = -\ - .7 - .
Frg CrotVi)TH BT TR, BT A% 5T
..:XG_ '(1)6 + yG) - X7. (P7 4: y7).‘

@y '

ot

" bTh.c'fc.Jurth.equation says that recal oﬁtput increas.e depends on reald
profit and saving:- | . |
v ¥1=P1.10%10
Here and elsewhere the b's are coefficients to \-vhich values will be assigned; in.
general they are to be regqrded as of + sign., Note that with the Y notation
1mpl$u‘.ng change in original linear equations in Yi one can dispense with the

constant in the latter, Of course some of the equations (like (y') originate in

the Y and have a constant,

Equation (v) is the crucial relation between rates of increase in real

labour cost (= number of labour hours with labour productivity unchanged) and
output .

b .
@ YT R0 Pe1

Rate of increase in real annual capital charge exceeds that of labour

.

by a constant positive amount,

i) : Vg~ Y6 =Py
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The ratio of input td outpul is given, or

e S = . or
Yot ¥pEhy 5 Xyor,

* r ~1 . -'1 — > "1
(vid) Ry Yyt Xy Yguhy o X Ty,

~1 -
recalling that the X " and Y 1 arc the same,

By delinition

Xll = X3 - }.5, hence

. -1 -1 -1

i . . = -X
(viid) c F By Y S Xy 0yt ) =X g yg).
There would, of course, be other eclements in such a balance but we ignore them
for slmplicity.

Prices

The p variables occur only in the identities (i), i), (i)

and (‘\'iii'). If they ‘were all assumed cqual, as they might be for this arithmetical

.

exerclse, it is clear that the p terms vanish from the cquations: e.g. In ()

- -1 - . :
X1 . = X2 + X3 1. But while equality of the p's Is a suflicient condition it is

not a nccessary one, since, e.g. in (i), we might define Pl as given by
' ;=1 -1 -1
. =X + X .
| Xy sy Py tXyT pg
For our'.purposc it will suffice to assume that approximately all p terms vanish.,

Values of Coclficients

The values of the X—1 are as given above. As totheb's.

the value of b In (iv) was derived from somewhat elaborate proécss, described

1.10

In the next paragraph. [In (v) the values of -bG 0 and bc 1 will be taken as -0, 01

and 0.5 respectively from page 4 in Chaptler 1'.:] For equation (vi) we rely on the
last column of Table 2.2, relating to 1960-68, With such variable percentages we

take the median value which, on an annual basis Is about 5 per cent. Accordingly

we take b as 0,05, In 1974 b4

8.6 5 was 0.68,

Value of bl. 10

It \&;as declded to base this coefficient value on the relationship
between changes, at constant pr'ices, in output and remainder of net output (i.e.
grdss ouiput less mater‘ials etc. less employce compensation), the latter as a
_proxy for gross profit. The basic data was for transportable goods from CIP
during the period 1960-1973. Indexes for remainder of ncf oulput’at constant
prices were found by deducting values of employce compensation from values of
net output, The latter process was In two ways (i) using 1960 weigh.(.s. @i1) uslng
1973 welghfs, l.e. those at the beglnnlﬁg and end of the estimation period. The

Indexes were then averaged (o base 1960 as 100).
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» We then regressed logeX and Ioge Y, X and Y heing

indexes of output and'remainder at constant prices) on time t to find

-

flog'e X = const. + 0.0635¢
loge Y =const, -+ 0.1201¢
so that
d log, X/dt = dX /X dt =0.53 dY/Ydt

Experimentally we decided to give b three values 0.3, 0.5 (corresponding

1.10
to 0. 53."actual 1960 ~ 1973" above) and 0.7. Such a wide variation scemed

desirable since the estimates of the two sets indexes of remainder of net output .

(i.e. @) and (ii)) above were widely difforent.

Actual Equations

The equations in arithmetical terms after reduction in
some cases are as follows., Most of the coefficients are based on the 1974

. ~1 B -
values, f.e. the X 7 given at the beginning of this sub-section, Note that it ig

necessary only the the basic *1974" values should be mereljr proportioned to

the actual 1974' values shown, and not exactly equal to thesec,

'S N ¥y 0.49 yyr 0.51 y,
@) o ¥y = 0.50yg+ 0.50
(i) S Vio=11-88y, -A4.30y4-—3.78 ys =215y, = 0.65'&7
av) . J’{1- =b;.10 %10
N R , y'6=—o.b1+o.50y1
vy | Vg - y6='o. 05 _ .
(vit) - 0.68 Y, = 0.36 y, * 0.32 Vg
(viii) | Yy = 2.64 ¥4 - 1.65 v

In these 8 linear cquations there are 11 yi‘s, so that three '
variables had to be selected as exogenous, or policy-oricnted. There could be
no hesitation in determining two of these y7, vertaining to taxation cte. and y“

to export cxcess from manufacturing, As to the third, exo, we decided on

varlable No. 1, output, the macro policy variable recognised as fivst In Importance

In all discussions about manufacturing, by CII in particular.
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. ‘Even for such a simple nonstochastic cxercise as this,

\‘ve would have wished .to have many more equ:ations and variables. We did indced

start with a much largér system including eq.uations e.g. for home den‘mnd,

export demand, a Cobb-Douglas production function and two wage-price equations, the
famous Keynes negative rolationshh‘) between real \Vage incrcase and' cmploym;ant inc roa
and extra variables includcd‘expliclt variables p and such other y vafiabloé as business
optimi'sm,. home and export sale pressures. While we could have'eVolved statistical
series fér some of these extra variables there would have been too many unknown -
coefficients for ué to h'andle; .The foregoing scries is designed to adjudgé the
feasibility of inc.re‘ash;g manufacture to cope with unemployment ahd lessening, if

not eliminating the overall import balance by lower taxation and other gove;:nment action

"We arc aware that there are several elaborate stochastic

§

slmultaneous equation systems in preparation and we wish them every success.
Implicit in their methodology is that the parameter sysL:ex'n that obtained in the
past is to continue into the future. We, on the contrary, while not denying the
relevance oﬁ the past in planning the near future, consider a Are’volutionary

approach essential if a sizable lessening of unemployment is to he attained.

N

This renders the parameter system as a whole derived {rom past experience

as somewhat irrelevant: policy should be directed towards deliberate change

of some parameters.

.

These remarks zipply particularly to equation (iv). It is

“doubtful if any such relationship is ascertainable from past eXperience‘ at the macro

level we postulate, though we do use coefficient values very looscly based on the
past in our solutions. Profit, distributed and undistributed, is, of its nature,
a residual and per. unit change in profit was not in fact closcly related to unit

change in output. We suggest that in future such a relation should be sedulously

cultivated, as a matter of government and IDA policy.
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. Od: method was to invert the 8 x 8 coefficient matrix (with
variables ordered 2,3, .... 11) three times, i.e. for three values of the coefficient
We then gave the exos several sets of values and solved in the endos y's

Py 100

for cach set. There were sets of solutions based on the following experimental

values.

@) by qo=0:3 0.5. 0.7

i) y, =0.05, 0.10, 0.15, 0.20
| (i) ¥, =0, ~0.10, -0.20, -0.30
| ..
ah =0, 0.50, 1,00
| 1 j (i") ' .. yll - * . H .

The computer (with the invaluable Eooperation of E.W. Henry) produced 144

,_

(= 3 x4 x 4 x 3).sets of values of the eight endos. As to the three exos, the

variables numbered 1,7 and 11, we sought what would transpire from every

g

K ? :
Z combination of increases of 5 to 20 per cent in volume 0 to 30 per cent reductions
L] .
o1 in taxation and 0 to 100 per cent increases in net exports, all in constant price
q - .
B terms in reclation to manufacturing output.
L. '
' The results can oily be described as surprising. By the
,! test of what we may describe as '"balanced change! we had no trouble in rejecting
: at sight the vast majority of sets of endo values. Even though the foregoing sets
™ t sight the vast majority of sets of endo val Even though the foregoing
] : , : ' .
o of exos proposed may have seemed reasonable as grounds for policy,most of the
| : .
L ~ wanswers' were outrd in the extreme. . : s -.
s S e . Incomparably the best-behaved set is that we term Set 4, as
$ = 0.
: , . follows 0)1.10 3) ' ‘
[ ) o | Set 4
- ' Exo ' Endo
. % %
{ fd [ = .
4 yl 15.0 yz 13.5
- =-10.0 y, =16.4
1P Y Y3
S = 0.0 = b.
y 11 0 Y4 5.0
r— y5 = 26,2
.. yG = 6. 5
i ‘ vy, =115
. yg = 88,5
y, =50.0
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™ Policy involved, here implics a 15% increase in output, which is about cqually

Lt balanced between increase in home sales and exports. There would be a reduction

m . .

| of 10% in taxation. Less desirable fealures are no increcase in export excess

. :

. * : 3 - . « ’ »

i (var. 11), a much larger increase in imported materials (var. 5) than in home
materials (var. 4) and an increase of 115 per cent in gross saving (var. 8) may

r . not be enough,

bt . We are not concerned {o argue that this approach of ours,

r which we believe to be new, will ever be a complete determinant of policy. We

do suggest that, suitably and considerably elaborated, it can be used to show
whether a general policy, at macro level,is feasible or not; we again stress

the element of sensitivity which shows immediately whether a policy is worth

r} i pursuing or not, We even suggest that using ihe computer to produce vast

. numbers of sets of answers may be more useful than the more familiar linear

n o . or multiple programming which is subject to the objections that it 1)rc;duc es only

ﬂ - ‘ a single answer; one doubts 1f any socio-cconomic system behaves optimally

| and the sil‘lgle objective function allows little flgaxibility. Of course there is no

“ need for r-ivalry: try every approach, stochastic and non-stochaslic as rc::gal;ds

[‘J ' " the stati étical aspects, and these may not be the mos?t importént.

H . .. As regards claboration we may point out that the present is a
[‘J ' ~simplified version of chary's. experimental input-'-output modél, also non—stochastic,.
A ‘ which took the different economic. sectors into aCCOgimt.* If the present approach

[ J be found worthy of further investigation it is suggested ?hat it be extended to full
[J _ lnput;ou.tput treatment, |

“ 'The present .zmaly'sis gives good rcason for the adoplion of a
[H ’ ' policg'/ of 15 per cent increase annually of manufa;;turing output acé ompanied -
i

L ¥ We note that the January 1978 Government White Paper on ¢he economy contemplates

an increcase in the import excess until 1980,

‘ R. C. Geary "Towards an Input-Oulput Decision Model for Irveland! ISSISI 1965

ESRI Reprint No, 8,
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(and encouraged) by a 10 per cent deeline in taxation. It is interesting to note that

the 15 per cent. inerease has been advocated by CII which, no doubt, has its own
good reasons. The present model takes no account of stimulus which a reduction

of 10 per cent in taxation (or an equivalent subsidy) would give to industry.

From équation (v) an annual increase in volume of manufacture would
lead to a 63 per cent increase in employment, With empl@ment in manufacturing
industry at about 220, 000 in 1974, this would amount to nearly 15, 000, Induced

employment might be at least as much again, An annual increase in employmeoent

.

of 30,000, togcther with a lessening of the flow from agriculture must make a

sizabhle Impact on unemployment and underemployment,
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5. Conclusion

We absolve oursclves of the customary task in a final chapter of
summavising oir findings, since the study is prefaced by such a summary. Instead
we introduce a number of new topics, including the crucial one of finance and we

end with recommendations, revolutionary in character, for action, mainly by

Governmment.

This sectionis abc;ut the sho.rtest in tile studyA but we dcem it the
most important, It is based on the single Table 5.1. While in inflated £ million'
terms goverhment aid to industry seems‘i,mpressive, the pictur-e is different
when constant price figures are used, Section (3) shows that total grants were

less than 2 pex cent of GNP or 4 per cent of general government expenditure in

1976; an improvement, it is true since 1974, No account has been taken of

L)

. ’

government aid in the form of tax remission, which has been substantial.,

A}

We take the view (often repeated!) throughout this study that the
BUCCCSS OF failure of economic policy is to be adjudged by the effcct on increasing
employment .and. (what is not the same thing) sizable r.eduction of the present LR total
of jobséekors. With this end in view we agrec with the past and present policy
outlook that the main panacea is to be sought in indu sﬁ'ial expansion. It seems
obvious to us from the table that aid to industry is inadequate, ' ﬁaving regard
to the magnitudo of the pr'obleniz"' We could ciearly, afford fa;' more from our own
res.ources (having regafd to national priorities), the fln,anci.al requiremc'nts of the
agricultural revolution we ask for and the massive additional external loans we

consider necessary, as we hope on a once-for-all basis, to give the cconomy the

initial momentum it rather desperately needs.

We confidently leave to our diplomats the task of persuading EEC
acceptance of further flagrant recourse to subsidisation of home industry, even

Y
to the point of special aid from EEC. As we showed clsewhere Ircland is the

*We stress that we are particularly concerned with industrics with a high job gontent,

**R, C. Geary and M. Dempsey with an Appendix by E. Costa: "A Study of Schemes
for the Relief of Unemployment in Ireland", ESRI Broadsheet No., 14, 1977,
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Table 5.1 Government Grants paid to organisations dircctly assisting industry

1970-76

1970-71 1971-72  1972-73  1973-74 1974 1975

1976

(1) Total Government Grants by Organisation (£m)

AnCO 1.5 2.0 2.8 3.0 3.6 6.0 10.¢1
IDA 19.3 29.1 28.9 26.8 28,9 44,7 66.8%
IPC 0.1 0.2 0.2 0.2 0.2 0.3 0.3}
IMI 0.1 0.2 0.4 0.3 0.3 0.3 0.3
Coras Trachtala 1.6 1.8 2.0 2, 4: 2.3 3.1 3.6
Kilkenny Design Worlkshops - - - - 0.3 0.3 0.3%
CHORS 0.8 0.9 1.3 2.0 2.3 3.0 3.2
SFADCO 1.2 1.1 1.5 1.4 1.6 1.6 2.2
NDA 0.0 0.0 0.0 0.0 0.0 0.1 0.2
Total current priceé 24.5 35.3 37.1 36.1 39.5 59.4 76.9
Total constant (1968) prices 21.5 28.3 27.4 24.0 22.4 27.9 30.81
() IDA Grants by Objcct (£m)
New Industry 11.9 18.4 14.2 C 9.4 11.5 20.4 33.0
Adaptation - 0.9 0.9 0.4 0.2 0.0 0.1 0.1
Small industries 1.0 1,0 0.8 0.9 1.2 1.5 2.0
Re-cquipment - 3.7 5.5 6.0 7.9 5.1 9.0 10.2
Research and development - 0.0 0.1 0.1 0.1 0.3 0.4
Industrial estates 1.4 1.8 2.9 . 6.2 10.1 . 8.9 7.4
Joint venlures and service : i
industrics - - - - 0.0 0.4 0.8
Total current prices 18.9 27.6 24.4 24.7 28.0 40.6 53.4
Total constant (1968) prices 16.6 12.2 18.0 16.4 15,9 19.0 21.2
@3) Total Government Grants (1) as percentage of -
(@) Gross National Product 1.47 1,865 1.63 1.32 ° 0.99 1.61 1,73
-() General Government 3.88 4.81 4,31 3.26 2,14 2.99 3.67

Basic sources; Estimates of the Public Services; IDA Annual Reports

Notes

1974 figures are nine-monthly grossed to annual (i.e. x 4/3). TFor constant price series
the deflator was CPI (base November 1968 as 100). TIor section (3) (a) data for 197071

to 1973-74 was treated as if for calendar years 1970-73;

.
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poor man of EEC with no prospect of let-up in future if policics continue on
their present scale, As it happens, Ircland is the least delinquent in point of
number of arraignments before the European Couxt: we have been the most

law-abiding member of the Community as recent statistics show,

PRRT We repeat that, from
every point of view, import subs_tittition is as worthy of government support as
exports, as regards tax remission and/or subsidy. We commend this viewpoint

to IDA, if nccessary for suasion of foreign firms.

The principle of differential taxation is now firmly established.

In fact Ireland used it long ago by reduction of rafcs on agricultural land in favour of

>

small farmers and the maintenance of employment onlarger farms.. Industries

- that are good employers should be tax-favoured in Ireland compared with capital

Ld
-

intensive industries,

We are glad to note that the NI cconomy is to receive

additional subsidies of £600 ~ £1, 000 million. This gives some idea of the order

N

of magnitude of the sums required here for agriculture and industry.

anally we would appeal to Government firmly to establish

orders of priority in its expenditures from loans or taxation. Improvement of

-

the economy should come {irst, thus enabling far better provision Jater than

would otherwise be the case for all worthy objects.

5.2 The Agricultural Situation

At several points in this study we have emphasised our view-
point that public policy should be dirccted toward optimisation of employment
rather than of profit or employce income. While we deal primarily with

manufacturing industry, this 0mploy}1’mnt viewpoint has forced us Increasingly
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towards consideration of. the agricultumi aspeet. In fact, thé cconomy is indivisible.
That truism of Irish economic hisl:ory that "z1g1~10111{;u1*e is our principal industry"

is és frue today as ever, if some would like the 'is* in the quotation to be changed

to 'should be'. Proportionately to the whole cconomy, 'in added va..lue, quantmﬁ

output, exports and, most notably manpower, agriculture has receded in the past

half-century and in nearly every sub-period thercof.,
N :

It has always been taken for granted,notably by the Pdpulatiou

*
Commigsion of 1948-1954, that future reduction in manpower in agriculture was

inevitable. It was regarded as the only \n;ay to cure the chronically .low income and
underempioyment situations in the sector. Economic salvation was to he found in
non—égricul(ure, industry in pal.*ticular. Somoﬁﬁng very like ?his has happencd in

the las.t quarter-cenfury, if in lesser degree than anticipated and hopgd. While

real Incomes and labour productivity in agriculture have improved, they are still
comparaﬁvely low and non-agriculture, while it has adva;nocd notably has been

unable to cope with the lowering of manpower in agriculture, in increasing unemployment,
exacerbated latterly by the lessening in emigration, We sece ﬁo prospect of full
employnient ‘(with a non-agricultural unemployment rate not exceeding 4 per cent

and low net emigration) in Ireland unless and until employment in AFF can not

only be stabilised but appreciably increased.

Censoriqusness to&ards agriculture is a common attitude in
nonagricu:lture. This is not conducive to improvem.ent, for criticis.m, evén if
congtructive in intention, is prone to create its barriexls améngst the pufative
improvees. It is alien to our SOéial svcience philosophy which is that there are

reasons why things should be as they are; we must know these reasons before

presuming to advise change. Most of them are well known, "including




P .

=

RIS

3

- 99 -

« poverty, resulting in low savings and so in under-capitalisation
In the industry and a propensity to leave the land for better-paid
employments away from it;

« too many too small farms;

traditional acceptance of a low standard of living, in fact weaknefss
of demand on the part of agriculturists for tangible L
capital, materials and consumpfion goods; C

.

« low income clasticity of demand for most agricultural products.

~

There hag been a marked improvement in all these respects in recent

years, particularly under the influence of CAP of EEC. And we must not exaggerate

"the labour shedding effect: in AFT in five years 1971-1976 this amounted to

6,000 a ycar, despite the lowering of net emigration; the effect on the level of

-

total nonagricultural unemployment must have been small. Of course, there is
no certaini;y that, with improvement in the world economy, emigration, particularly

affectling rural areas, will notl be resumed.

Ny

The profm ence of agriculturists here and e]scwhere for improvement in
income through prices rather than increased quantlty production is natural enough

dispensing, as it does,; with increased labour, worry about increased expenditure

on producers' goods and the risk of inevitable fall in prices due to increased supply.
{

i

The Intervention policy of EEC, so much criticised, has at least the merit of

' protecting farmers from the disastrous slumps in prices due to the bounty of

nature in the not so distant past, facts well entrenched in the folk memory of

people on the land.

Yet the situation is anomalous. The vast sums expended by the State

"specifically designéd to improve agricultural technique have had disappointing

. results. In the past, most of the alumni of the agricultural schools aspired to

become inspectors of the Department of Agriculture or Agricultural Instructors
instead of actual participation in agricultural enterpriscs: we hope theve has

been a change In this dircctlon in reéent years,
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Many years ago Geary (_lOS.Qxétrcssed the vast range of output on Irish
farms of the s:u.ne size,. 11{cliczxtivo of vcyy low .incomc and output on thousands of
farm s and recent statistics published in regard to the national farm sﬁrvcy conducted
by the Agrio.ultura.l Institutc show that many .incomcs are still inadequate. Onc wonders
why such farmers don't "scll out® a('..thc remarkably high prices ruling for - farms. The
D epartment of Agriculturg should be able so to ease off in'comliaet;.ent 'Operators.a.nd
‘substitute therefor properly trained farmers. Making all due allowance for those
clichc{s like *fagriculture is a way of life* and "farmers attach more importance to
ownlorship of land than to incpme from it, ""under modern conditions, many thousands

of farmers could obtain far Jarger incomes from interest on investment of salec money than

. .

from o;_)eraﬁ.on of farms. Competence in operation shopld 'be a prime condition one
would think, in renting or selling land now vested in the Land Commission., A far

|
more active role should he ado.pted in future than in the past in Improving farming
efficiency. 'II‘her.e is more to this than ecconomics. ’l‘he‘ iand of the n.ati'on
Is sacred: no onc has a right to misuse it. There is, of 'course, no question of
compulsic;n. Improvement on the lines indicated (and thcfe are many more) can bhe

shown to be in the interests of everyone, the dispossessed, the farming community

generally, the State itself.

~

Farmers are entitled to a reply 'to a question "Why pick on_'us 2% It is_,
pexfectly true that wide ;/ariability in cc;mpetence is a characteristic of évery walk
of life in Ireland and elsewhere: in 1958 the effeétive range in net output per head
in m-ost‘ industries .was 4;1** (1961). The difference b'ehveen agriculture and other sectors
lies not only in the foregoing emotional (but réal) consideration but on thc; fact thét
market forces cannot be relied on to weed éut incompetence in agriculture, which
now operates almost entirely under the condition of administered prices; in the
past when prices were market prices depending on supply and demand stzmda.rds of
living were poor, in thousands of cascs 116:.11“ subsistence level, so that low income

did not nccessarily lead to climination.

"Variability of agricullural statistics on small and medium-sized farms*, JSSISI,
1956-57,

Contribution of R, C. Geary to Discussion of T, I, Linchan's paper ¥The Structure
of Irish Industry®, JSSISL, 1961-62.
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We welcome the finding in a recent report* of NESC (1977) that a rapid.
rate of growth in agriculture, particularly if it could bc: augmented l_yy more intéusi ve
‘processing, could provide up to 23, 000 divcet in~factory jobs by 1985. Our own
comment wpuld be that the best form of industrial cxpansion would bc that which

is upstream or downstream to an expanded agriculturec.

We admit that to expect an increase or ¢ven a maintenance of direct

employment in agriculture savours of hope as well as experience, R, O'Connor and

ok : : . .,
P. Kelly argue that increasing the output of agriculture further would almost certainly

L

mean a greater rate of decline in such employment, We might add that weeding out of
bad farmers and increasing size of holdings would, on past experience, have the same
effect, All thisis but another aspect of the conflict between employment and income policic

5.3 The Uncertain Future of World Employment ' : .

* When we embarked on tl}is enterprise, we were
inclined toregard Lhc present employment situation as a temporary recession.
We never wavered in our oft-repeated view that the Irish problem wag prime_u‘i].y
to £find jobs, an object which might' be in conflict with maximising the real income
of the nation. If cl;pice has to be made, our philosoph.y isa preferc;nce for a lower
gross national income with mény jobs than a large income and £0\\101* jobs,. éven
with the generous trecatment of the unemployed which through taxation a iarge | “
national income would make possible. We have expressql a preferencq for .

emigration to jobs abroad on the part of persons who would be jobless at home. -

A guarter century ago learned discussion centred on automation.

The age of leisure had arrived for all in advanced countries, with shorter hours,

electronically controlled machines doiﬁg most of the work, the only production

workers being machine minders, great material wealth for all, the main social

Alternative Growth Rates in Agriculturc. "National Economic and Social Council
No. 34 1977. _

. . Irish Economic Policy: A Review of Major Issues, Edited by B.R. Dowling and
J. Durkan, 1SRI (1978)

Aok
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problem to be how to use incrcascci leisure. As to lelsure, it was scarcely -
a coincidence that there have beonﬂ vzisi ad_van.ces in popular ehtortai.mnent
sﬁarting perhaps with the ch}ema, on to radio, then television, the ;vholo range

of professional sport and the motoxr car a conventional nccessity cven amongst

"lower income earners. . )

Then, up to about three years ago, this prognosis for advanced

countrics began to seem all wrong. Registered unemployment reached unprecedentedly

low levels, e.g. under one per cent of the .insured population in UK. The shortage
O

was in manpower, particularly skilled manpower, and not in tanpible capital.

-

Mention of automation and its problems ccased. When first the recession came
it was interpreted in traditional fashion as a normal phase in the business cycle:

there was even mention of the Kondratiev wave, to say nothing of shorter waves.

'

At fi.rst in the present recess.ionlthcr(ia were some traditional
features, though oulput volume' never fell away as Lt did during the Great Depression.
of the 1930's. Then, during the past twelve months, a quite new phenomenon |
appeared: unmistakable recovery in output generally with little or no cffect on

employment. From a recent article:- - .

1iIn 1974 there were 3 million out of work in the Common

—
e
-

Market; a year later it was 5 million; now it.is likely to reach 6 million before

Christmas - 5.5 per cent of Eﬁrope's working population.
/l . .

"Yoﬁng people are the-worst hit, accounting for hetween half
and quarter of the jobless. Complaints that modern youth does not want to work

or has not the skills are as common on the Continent as in Britain - and as valid.

’

} ' .
ft Immigrants arc widely blamed for adding to the problem, but
measures to stop immigrationin some countrics and encourage them to refurn

home arce not improving the situation.

: . .
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"nNobody believes any longer that the problcn'l can be put
vight overnight if go'\"ornxncnts would only get their economics moving. Higher
ﬁroduction will not bridge the gap. Production has been rising across Eui‘bpe

for two years, with no effect, Indecd, industries that would benefit from more

orders are having trouble finding cnough skilled workers.

tIn other words the present unecmployment problem is
*
quite different from what we have scen before.'  The article also quotes the
comment of German Minister Hans Apel: "Our worry is not the 960,000 out

of work tdda.y but the millions who will he if we don't get productivity up.' At

-

first sight this viewpoint might seem paradoxical, assuming that by productivity ¥
is meant Mlabour productivity', for the latter is associated with capital intensity.

But increased productivity implies a greater increase in production, hence some

- -
PSRN
-

(if a lesser) increase in employment: we have seen that in Ireland X percentage

in year-to~-ycar increase in output of manufacturing industry occasions x/2 - 1)
: . >
per cent in employment. Also increased labour productivity, for its lowering

effect on prices, increases demand.

We must be on our guard against "insippﬁtcd gloom!"

even in this, the poorest EEC country with the highést dnemployment rate.

Thomas Carlyle's dismal science is invariably at its most dismal in depressions
y Ly,

or, as they are now more politely called,'recessions'. Human ingenuity

seems to be at its best in bad times (to make them better) and, even if the

present recession is ""different', so have many been in the past from which
‘countries have recovered, to an always increasing gradient of

material prosperity. We must also avoid fatuous optimism. What mdy have .
Improved, compared with the past, ié that, dl:é\villg on past experience,

recovery incvitable ;n the long run can be speeded up in the short, by cooperation
and sacrifice within nations and internationally. Our own o£§~rcpcatéd and

Indeed fairly obvious suggestion that unemployment be regarded as a specific
’

¥ .
K. Richardson; "The dole queucs that streteh across Europe! 'I'he Sunday

Times, 23 October 1977.

¢

#

)
’
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/34 :
3 problem in.Ireland, to be given priority over the general cconomic problem,may be
"3

K Y b e i {1 - - g
. i}' found wortby of examination by other countrics.

{ -4 ’

Sy commendations . . )

BB Recomme—=—— 4 :

§ g We confine our recommendations to those affecting manufacturing
5 -

[ Industry, though we ventured to commend to the authorities our earlier remarks

R . . N
‘ 'j n this chapter on agriculture which, on the whole in our opinion, is more in need

of attention than is the rest of the economy. Having regard to Chapter 1 we do not

i
g ° claim originality for any of our suggestions except as regards emphasis on (i)
AL
i manpower as distinet from income and profit (i) priority in Government expenditure
E f g and taxation-subsidy policy adapted, if necessary differcntially, to specific national
1o S : ' : . ‘ A
3 . ends; (in particular such policies should be dirccted towards the reduction of unemploymen

- _;._\
Eaiad

(iii) import substitution as a policy equal to that on exports in the interest of
i 3 employment and balance of payment, We stress that throughout we have been more

concerned with methodology than with detailed {indings, which will require far more

S ey

‘ 3 expert specilicity than we could presume to give them, Without any repetition of

T our f:u) 1y elaboratc, statistical analyses we are confident about the following: -
; ¢ JFunding of IDA should be on a vastly incrcased scale, one hopcs
once-for-all, alter which industry should increasc on its own .

mom entum.

]

Toreign policy should be more strongly dirccted towards the reduction
‘of import excess countrywise,so formidable in some cases.

.4
E N . coe
PR L . . - ool
g .. e .- e L. .
¥ i N .

- LI . -

P ‘ The search, on a worldbasis commoditywise, should he systematic for

; | :1; - industries (1) with a futurepotentialbased onperformancein the recent past
) ) and other very detailed analyses and (i) labour intensive.
. e , o _ .
3 o - AL SITC two-digit level there should be greater equality in imports

and exports.

'. -3 e Concomitantly with increase in output volume in agriculturc there should
L be great development in industries using materials for, and products of,
_ 1*% . agriculture. -

wd

Examination of the recent foreign trade statistics of advanced economies

‘ ®
3 “’g shows that Ireland should aspire to strong and rapid development in
_ ﬁ"’ < () petrolecum industries other than refining (i) vehicle and other
j heavy industry, most likcly as parts therefor, mainly for export.
3 ﬁ??' - Admittedly these are capital intensive industries but they should be
i developed because of their magnitude and hence their likely contribution
" ’3 to redu.cing the trade balance.
;f._,J o - Study of the 1974 IO table strongly ‘endorses policies of quantum agricultura]
1 1 ‘ development of materials for processing by Irish industry, import
[ i . substitution of materials for homo non- food mdubtly 'md for dovclopnmnt
NI T .. of petroleum industrics, | . S R L I

Y L Ve LIS .« . . . -

»
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A friendly critic has pointed out that our recommendations
do not follow from cur statistical analyses, a major point we readily concede,

and In a deepel’ Sehse than that '"nothing is éver proved by statistics'. Statistics

help in policy making and we have usually to be content with the negative version:

the statistics we have (zind usually there alo lacunae) do not iﬁva].i;late the
policies Pl‘OP.OSGd; 5r.w11ere there is éonf]ict of interest amongst scctions

of the public (as there dlxvays is) "the greatér good of ﬁlle greater number, ' with
mitigation of the loss {o the 'mi;lority.

There are principles enshrined in the recommendations
and principles (the most important ~ oft repeated - being that economic policy

should be based on maximisation of employment)arc not susceptible of proof,

statlistical or other,

Except for the £irst two sections of chapter 1 the analysis .
is heavily stafi stica.l', with con.nnent and policy inference reduced to a mh.limum.
Tl'tli:l} to say, \w.1e were more concerned with statistical methodology 1;112111 with
comment ,(;)ther than explanatory or cautionary) for the analyses being available,
comments may be made and connﬁénts, especially as rcgards policy inferences,
may differ. Very much a case in point is the demonstration, qumltu-m:WISe for |
UK and Irecland of the ph.cnomenon of actual oufput percentage increases being
scveral times greéter than J‘.n'cx;eases expe.cted from factor input. We a‘rgué that
this phenomenon, might be e'XplOit:ed. to lower capital inputs and inérez;Se labour
Inputs. Our critic cogently remarks that this excess 1311@110rnen011 would be

non-existent without input of capital. We think the viewpoints can be reconciled

but do not insist.

Another critic has questioned our argument that it is not

necessarily true that Ireland should always sell in the dearcest and buy in the

N

cheapest markets without regard to the neeessity for the reduction of import

exceds In our trading with some twenty countries. The contra argument made
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by our critic is that country balances are not on the whole "that impoxtant'. Ile

comments "The criferia of projected growth of market, hardness or softness of
the currency and ecase of access with an eye-to cost competitiveness are probably

more important to native and foreign entreprencurs in Ireland than correcting an

imbalance in yen or drachmas."

We would agrce with our critic in general principle, but regard
must be had to Ireland's special situation at present: a visible impoxt excess of

£500m which shows no sign of abatement - until cconomic catastrophe! We

have shown that in this regard we compare unfavourably with our smaller EEC
partners and all our EEC partners have better balances with other cowtries than
we have. If we cannot prove that the policy we advocate is the best, how is the

latter: argument to be answered? The principle is valid but only when we have

brought our trade into better balance.

Our hope is th.at our statistics and others 1ik<; them will help in
the fomnuiation of pl‘u'de;lt policy. However i.nadeduatcly, we deal with immensitics
in this papcr;

‘We have hcdivery many valuable internal (to ESRI) and external
criticisimns, to all of which we have given close c'rfent'ion;, resul'rir{g in useful
additions or other alterations to the original text. Without exception these criticisms
related to our policy recommenq’cfiom or other f.reai‘meni', our comment being based
largely 0;1 the statistics. It is notorious that differe;nf policies can validly be
based on the same set of statistics and other facts. " Our hope is that we hc;ve raised
the principal problems which requfre decision and that our statistics will narrow

the field of argument. We followed where the statistics led and we realise that this

has not led to tidiness of treatment of the many topics dealt with.




