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"The Model in Figures

" by 'R, C., Geary

Three apperded.tebles give the ve;uee of the
macro—economic_variables Table A on the assumptiod of
a 3% rise, Table B a &% rise and, Table C a 7% rise in‘.
net natlonal product (NNP) for three tlme 1ntervals (t}
,.,1C, 15 years, three net 1ncrementa1 leOd capltal
nutput ratlos (k) of 3 4 and 5 and three savxng ratloc
(s) of 5, 10 and 15 per cent, These parameters are
defined in Part I, The rate of interest kn) oﬁwtﬁeAl
import excess 1s assumed flxed at 7m The number of
sets. of va lues of the macros Y, C, S, V, M (= M'" + M")
X. and N is accordlng]y 81 (='ox5x3x3) ' Phls part of
the exercise is. deelgned to obtaln the flPSt approx1m—
atlon to a rate of increase (r) Wthh mlght be adopted
for a Natlonal Pian haV1ng regard to the realltleo of
the Irish situation. Slnce many of the flgures 1nlthe
tebles are goingvto appear 1nered1ble it 1e neceseary to
poipt put at the start.thet with ode excebtionv namely
the part‘M” of 1mports they are the results of 31mp]e
arithmetic applied to the accounting identities I(2).
The only element 1n(the exercise which involves economic

theory is the assumption that the import ratio m grows

pari passu with rate,of growth of the economy ~- percent
for percent - for the reesons given in Part I. This
assumption, of course exacerbates the import excess
situation; regarded as_ the prxncxpal criterion of
feasibility of any plan, As already remarked in Part
I, the one-one relation of 1mport ratio and NNP rate° of
growth is a conservatlve one: freer tradlng condltlon°
would be conducive to 1ncreasxng the ratlo to the
further detrlment of the, 1mport excess, ‘

ln the author s Vlew most oC the pollcnes
implicit in these 81 sete of figures must be dlsmlseed
out of hand as inconceivable,. It will be recalled that
during the pertod 1947 1955 of contrnual growth of NNP
the capltal output PdLJO was 9 and durlna bhe two
quanuennla 1952 56 and 1957 61 the net saV1ng ratlo was

9%, Wherever the countr§ gocs it has to otart Prom
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where it is now, so that thefpéthaléor recent values of
the parameters must be regardcd as hav1np relevance and
validity and cannot be 1gnored I Part I it was also
shown that the high capltal output ratlo was due mainly
to the large, but happily dlmxnzshlng, share of agrice
ulture in Ireland's net domestic product,. For long
periods in the,pest.physical growth in Irish agriculture
was negligible; _if_euriné spéﬁ”periods there was any
increase whatever ih the physicel capital stock then. the,.
net capital output ratio for the agrlcu]tural sector was
infinityyg;,A<permanent change from 5 to 3 in a short
term of. years.-in the capltal output ratio would be .
revolutionary and so would an increase in the net saving .
ratio from 9% to the 15% contemplated in some of the

\

exercises, . o o ' - - T

" -,.Thejtest.of feeeibility of any policy must
rest on the view .taken with regard to éxports X and
import.-excess N -p In tﬂe tirstfplace it will be noted -.
that few.:of the exerc1ses yleld a neégative value of N,
i;e. an export excess. If Ireland “@even at dits present
economic level, is expected to make a contribution. to
international 3001al securlty, the country must budget
for:an- export_excess. USA now. contributes 2% of .its .
GNP (whicl is totally inadequate having regard to the
.USustendard of 1iving) but even 1% from Ireland would
be equivalent to £6 millioﬁ On the other hand the
hypothesis of a regular deflclt is not to be regarded
as 1mprobable for that has largely been the Irish way
during the past halF century except in wartime.

Though the balance of payments ‘'statistics are not quite
decisive, what appears to have happened is that .Irish.
residents have nore or less maintained theirzvnlume,pf.
investments abroad whereaé there hab been a regular
inflow. of exte:n.papital into the country, perhaps '
principally by way‘ef plough-bzack of reserves of UK ...,
branches and supeidiaries mslwell as direct investment.

In relation to UK resources this inflow can be

regarded only as a trickle - one may be surprised it
was not more - but, over the whole period, it was
regular, } ‘

cagae e . .
. Granted, however, that regular import excess
is.conceivable there remains the question of its ... ;.

magnitude. Clearly a regulaﬁ import excess -averaging



more than say 2 or 3% of exports cannot be eriously
contemplated., Compﬂrlson of' ‘the figures in the l st
two, columns. show that very few of the scts conform to
thlS standard, and realistically must be ruled out of
-con81derat10n . .A.small external: deficit’ brlhgs us’
'back to the formula between the parameters derivable'
From 1(11) ! S

(1) s ~vr(k + p)

Né set.of parameters which do not satisfy this formuia
.are feasible. B

Cgptorye st . .
Even postulating a large deficitary economic
policy an absolutely regular feature. of all the exer~
‘ciseé is the propensity of exports to increase in time
proportlonat@lv more than net natlonal product, ' Hééé
are a few examples from-some more feasible Sets i.e.

those in WhLCh the import excess 'is ‘not ‘too - great
3,0 . eI |

Rate of growth Rate of growth Rate of growfh
3% ' 5% 7%
Year P Exeré&se No. e E§¥Nb, B Ex*No.
b ™ A J . e
Y | A4 | A8 A9 v B7 | Y _ c7
196C | 1CC. [10C. | 1CO4 10C | 1CC. | 100 1cc | ice
196511 116 131 135 | 128 128 183 | 14C 168
197C | 134 |176 179 | 175 163 2558 197 355
1975 | 156 238 239 | 237 | 2C8 42C 276 723
Has Ireland an export growth potential anythlng
like ‘these figures would imply? One muqt doubt 1t at
any rate while present attitudes prevax] " Perhaps two-

thirds -of our' exports are agrlcultural 1n orlnxn and
there is nbt thé Faintest prospect ‘of the spectaCular
increases: reqqued in exports or productlon in this
sector, - The only hope is in 1ndustr1d1 expor‘ includ-
ing perhaps industrialised agrlcultural exports broiiers
pigs, perhaps ceven cattle, doep freoze vogotables etc
produced on ‘the as%émbly 11no ' The main attractlon
which EEC membership has Por lesh aprlcultuve is

increased lecos'und Ire]anﬂ 1% no ﬂXPOleOﬂ to the rule

common to -all' prmmary producers thaf hlgher pr;cos are

B L A :
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conducive to, JOWer quantum-output. Even if &n

increased demand for ‘Irish agriculfhral produce made

itself felt it 18 doubtful'if théré would be a commen-
surate response 1n supply LA The llkellhood 1s Lhat
agricultural. output of theutradltlonal type in quantum
terms will not change much;ﬂurlng the next quarter—

century,.

It is quite evident from part C of the table ::
that a 7% rate of increase is entirely out of the '
question, Tb ééé.this:let us set p = €,6 and r = (0,(C7
as before so that the fundamental identity becomes

(2) s = C.O7(k:+ C.6)

when the 1mport excess is zero,. :Sotting”s at Ifs-
"practical" limit of Q.15 we. flnd k = 1.5, compared
with 5 in the period 1947~ 55 ~ .0r if k be given its
"practical" 1limit of 3, the sav1ng parameter s = 0.25
so that the net saving of the natlon would have to be:

."”)

25% compared with 9% in the last decade. ' T
) Finally, attention may be direqﬁed to the
columns for M', interest on the import excess, or

extérn- ;nvebtment in this <€ountry,. EveﬁiWith;the modest

growth rate of 3 Lt increases rapldly,'from zero in 1960,
in all cases, cin, absolute valuc L

!

‘~Tomg9§clude:~
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_gi) It 1s dlfflcult to concelve “a -growth rater oE
o "u more than 3% on‘'a quasi-permanent bas1§mm
o If the. 1abour force remains at its present
level, an optlmlstlc assumptlon thi' would
imply a 3% rise in-labour product1V1ty Wthh
on past experlenco would also be regarded as
'optlmlstlc
;(?if”'Even a 3% rate implies a much greaterbpiée in
Y “exports, evéﬁ if an import excess is allowed
"*to develop and persist, Since there is no
<g£owth poteﬁtialﬁin agriculture of the
fraditionallfype~a severe strain will #hereby

.,.

*R. C. Geary "Vari ab111ty in Agr1cultura] Statistics on
Small and Medium—-sized Farms in an Irish County'", Journal
of the Statistical & Social Inqguiry Society of Iroland,
Vol, XIX, 195 6~'7 ' -




‘hope lies.
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5:gbeqpidced on noh-agricultural exports

;(iﬁcidding'invisibles like tourism),

The problem of syphoning away éagital

investment from agriculture :is going to be

Eexdcerbafed by the tendenéy towards sub-

stitgtion of capital for manpower in
agriculture..(with no .growth poténtial)

away from non-agriculture where the only

ot e s e
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Table A: Value of Macro-economic Variables after 5, 1C
and 15 Years (t) on Different Assumptions with
Regard to Annual Rate of Growth (r), Saving
Rato KS) and Net Incremental Capltdl ~Output

o e ‘Ratio (k)

""Note: TFor definition of symbols see I(1).

' ¢ v Tidentities I(2) are not exactly
satisfied becguse of rounding. Figures
.1n column hedds reprosont values in 1960

A, Rate of Grouth 370 r = .03
£ million

i ' i i '
No | Farameters | Y | C s| v, M M| M X | N
A'l's "k, t]626]567 | 59/ 60" ¢ 256 | 256 o551 1
.05 3. 5 726|689 | 36| 78| 14| 337 | 350 308 | 42
1 .05 310 841|799 | 42| 91| 29| 453 | 482 | 435 49
05| 3 ;15! 975, 927 | 49105/ 47 | 608 | 655 | 598 | 57
05| 4! 51726| 689 | 36/1c0| 21| 337 | 357 | 293 64
9| 05| al1c | 841 799 | 42|116| 44 | 453 | 497 | 423 ] 74
05| 4|15 | 975| 927 | 49|135| 72| 608 | 679 | 594 86
05| 5| 5| 726| 689 | 36122 28 | 337 | 364 | 279| 86
3 1.05| 5! 10| 841! 799 | 42{141| 59 | 453 | 512 | 413 | 99
05| 5115 | 975 | 927 | 49{164| 96 | 608 | 704 | 589|115
1cl 3| 5|76l 653 | 73| 78| 2| 337 | 339|333 6
4 |.1c| 3| 1c!8a1| 757 | 84| 91| 4| 453 | 457 |45C| 7
1c| 3|15 | 975 | 878 | 98|105| 7| 608 | 614 | 606| 8
10| a| s5lm726i 6531 w3|100| 9| 337 | 346 | 318| 28
5 |.1C|'4 | 10 | 841! 757 | 84|116| 19 | 453 | 472 | 440| 32
‘10| 4|15 | 975 878 | 98{135| 31 | 6C8 | 639 | 6C2| 37
- l.10l 5| 5 {726, 653 | 73|122| 16 | 337 | 353 | 3CG3| 49
6 |.10| 5 |10 |8a1, 757 | 84|141| 34 | 453 | 487 | 430| 57
‘1c| 5| 15 | 975 ] 878 | 98|164| 55 | 608 | 663 | 597| 66
15| 2| 5| 726 617 | 109] 78|-10 | 337 | 327 | 357|531
7 {.15| 3 |10 {841 | 715 | 126] 91|-21 | 453 | 432 | 467|-35
1715 3|15 | 975 | 829 | 146|105|-34 | 608 | 573 | 614|-41
151 4| 5 {726 617 | 109]1c0| -3 | 337 | 334 | 343| -9
8 |.15| 4 |10 | 841 | 715 | 126{116| -6 | 453 | 447 | 457|-10C
15| 4|15 | 975 | 829 | 146{135[-1C | 6C8 | 598 | 610 ~12
15| 5 5 {7261 617 | 109{122] 4 |337] 341 | 327 14
9 |.15| 5|10 |841| 715 | 126,241 9 | 453 | 462 | 447| 15
a5 5115 1 975} 829 | 146]164] 15 | 608 | 622 | 605 18

! H t ! : .




Table B: Value of Macro-economic Variables after 5,.10
i .« ... and 15 Years (t) on Different Assumptions with
.. . Regard to Ahnual Rate of Growth (r), Saving
- Rate (s) and Net Incremental Capital-Output
L Ratio (k) : :

See the at A

B, Rate of Growth 5%: r = .CB

£ million
f ﬁo Parameters Y ; C f S \Y M‘; M": M X ! N
B s Tk ti 626 567] 591 6c! o© 2661 256 | 255| 1
0513 | 51799 7591 aci 144 32| 408| 440 336]104
“1 1505 (.3 |1C|102C: 969 51|184] 72 664( 735| 603|133
.05 | 3 | 151301 11256 65]254(123 (1081|1204 |1035|169

. i i R

- . : |

- .05 4 | 5| 799: 759| 40{184| 44| 408| 452 508|144
2 |.05! 4 101020 969 51|235| 99! 664 763| 580|184
.05 | 4 | 151301 11236 651/299|170(1081] £252]1017| 234
.| .05] 5| 5| 799! 759| 40|224| 56| 408| 464| 280|184
3 |.05| 5 |10f{102C) 969 51!286[127| 664| 791| 556|235

.05 5 11511301 {1236 65| 364|217 {1081[1299|1C0C0| 299

.10 3| 5| 799! 719| 80,144 19| 408| 428| 364| 64
4 |.10| 3 |1c|1c20! 918 |102!184]| 44| 66a| 7os| 626| 82
10| 3 | 15|1301i1171{130|234| 7611081| 1157|1063 |104
.10) a4 | 5| 799! v19| 80|184| 32{7408| 44c| 336|104
5 |.10] 4 [1c|1020: 918|102|235| 72| 664| 735| 603{133
.10 4

1511301 11171130 299(123|1C81 12C4 11035169

- 5 5 '799j.719 801224 44| 4C8| 455 3C8|144
6 {.10] 5 |10/102C | 918[102[286| 99| 664 763| 580|184
5 1115|1301 ;1171 |130!/364{170|1081|1252[1017|234

3 5| 799 679(120]144| 7| a4o08| a1s5| 391 24
i 151 3 |10[1020| 867|153\184| 17| 664| 68C| 650] 31
. 3 |15]13C1[1106|195|234| 28|1081|1110|1071| 39
. ' : N

: . 4 51 7991 679,12C|184}| 19| 408 428 364| 64
8 .15 14 110/102C| 867(153]|234| 44| 664 708| 626| 82
4 1 15|1301§1106{195{299| 76(1C81 1157 10531104

: ' 51 7991 6791120224 32| 4C8| 440( 336|104
9 (.15 {5 ['1C¢|1G2C| 867 1531286 72| 664; 735 6031133
: 5

> 1.15113C1 1106 1951364 123/108111204{1C35]169

-
451
441
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“Value of~Macrd~economic Variéblés'éfter‘E, 1C

Table C: . '
"and 15 Years (t) on Different Assumptions with
~....Regard to Annual Rate of Growth (r), Saving
Rate (s) and N&t Incremental Capital-Output
Ratio (k)
~See” Noté at A
.C. Rate of Growth 7%: r = ,Q7
€ million
No | Parameters|. ¥ f cl sy v | omvoMi x| N
C | s | x| tis626 567 59 60| Ol 256, 256 255/ 1
.C5] 8| 5, 878| 84| 44 221! 51| 493 s544| 366|177
1 w05 3| 10411231:117C) 62 31Ci122 869] 1091 843|249
051 .3} 161172711641 | 86435 222/ 19C7| 2129,1780| 349
.05| 4| 5 878] 834| 44| 283 69 493 561| 322|239
2 051 .4 | 1011231 117C) 62| 397 165| 9691134 799|336
.05 4| 15(1727 1641} 86| 556] 300 1907| 2206 | 1737|470
05| 5| 5| 878| 834| 44| 344 86| 493 s579| 279|3CC
3 051 5| 10C[1231 117C] 62,483 2C7 9691176 755.421
.05 ‘5,.15 1727u1641 86677 3771 19CY 22&; 1693 591
-.1C| 3| 5| 878| 7sc| 88| 221| 38| 493| 531| 397|154
4 | .10| 3| 10(1251|11¢8{123| 310 92 969|/1061! 874|187
LAG6F 3| .15 1727 ;555 173|435 167|19C7} 20741812 263
A0 4 5¢{ 878 79C| 88 283 567 493 5491 354|195
5 W10 4] 1011234111081123| 397|134 9691104 830|273
'.10_!4 152727/ 1665[173| 656| 245 19C7| 2151 1768|383
1..101 5 51 878 79C| 88| 344 74 493 566 31C'256
6 ¢ .10 5] 1C|1231]1108|123{483|177| 9691146 786|36C
q4,.101 b 15 1727115551731 677|322{1907| 2228 [1724]|5C4
..15] 3 51 878 7461132] 221 26 493. 518 | 429 90¢
7 .15 31.1011231[1C471185!31Qf 62| 969;1031 9C51126
.15 3 m%531727 1468|259 435{112119C7 2019§l84§'176
15| 4| . 5] 878 746|132|283] 43| 493| 536 385|151
g 151 4 ;10 1231 1C47[185| 3971104 969|1C73 1 861|212
A5 4 15117271 1468(259,556:189;19C7| 2096 17991297
15| 5| 55 878 746|132/344| 611 493] 554 | 341213
9 .15 51 10i12314+10C47 (18514831147 96911116 318 1298
1 51 151172711468 259 6771267 !119C7 2173:1755‘418
. . B \ l i : :
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