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L Introduction

The input-output table and the related computation technique
represent merely a method forp studying, analysing ang planning the

production and reproduction process in the nationa] economy. Studies

Therefore, the basic assumptions of inputmoutput analysis ape entirely
concerned with the nature of the current productive brocess, This

neans that in evaluating the efficiency of the inputnoutput analysis ag
an applied methoq of analysig and planning, the appropriateness of these
basic assumptions musgt be ascertained, In other words, if it ig Possible
to say that the open static inputeoutpyut model was developed from statige
tical table or transac%ioas, it is algo quite ¢leap that the taple itself
cannot he brepared withous rules which eap only be deriveqg from some
theoretical concepts, This gives the reason ory at the same time, the

answer to the Question why do We siudy the methodological or genceptual

broblems of the inputeoutpus analysis

thQAinfluence_of”the inputmoutput-theony-upon”tha,methods a&doptied .iin compi -

ling and constructing,statistical tablesg, andrshows_not:only that the

results « gre Necessapily a_ . compiise ;between the vconsidaration of

theory ang feasibility s+ but also  that the alternative



methods of arranging the basic data may be desirable.;/ This gives 2
predominant importance 0 the methodological study of the input-output

analysise

In the study of thg methodology of the input-output tables,
one can easily notice that the main characteristic feature of the
inpub-output analysis is the predominance_of the government agencies
in this activitye The principal reason are the high cosis required
for‘assembling_tha statisticgl data, qompi}ing the tables and detailed
statistigal anglysis§ _Therimportant role, which the governmgn@ must
play in interigdqstry_;esgarch is desirable for many reasons,_because
one of thé_mqst noticeable results of such research is %o point up
Weakness in'axisﬁigg statistics which only the gqverpmentris in a

:§‘ : s
. position o makelgqoésé( But this role of government, on the other

hand, has d@ep repercussions on the gcientific developments of the
input=outpub analysise. 1t reveals sgge tendencies ralating to the
methodological study, because the maiﬂ‘emphasis of government is
likely to be on immediate applications rather than on sound methodo=

logical development and testing of hypotheses.é/
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2/ Chenery and Clark, Interindustry Economics, dJohn Wiley and Son,
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mies as well as in the centrally-planned eceononies, The input~output
technique is gtill considered experimental in most countries, This
puts it in a cloge connection with the statistical practices of the
country, i.e, the statisiical methods wsed in measuring the economie
totals or variables in the tables, In other words, the input-output
Yechnique is bhased on a simplified general theory of production and
reproduction, If ig basically a method for analysing and, therefore,

planning the social product and national incone,

In $heory, there are radical diffevences in the econonic
¢oncepts and, therefore, in the statistical measurement of social
product and national income between the arket economies ang the
centrally-planned economies, These differences are easily reflected
in the statistics of social product and national income brepared
according to the system of hational accounts applied in the market ™
economies and the systen of national balances applied in the centrally-
planned economies, All these quﬁgtians will be discussed in detail,
in a special study in the fubure, But what I shoulg like to asserg
now, is the great significance of these conceptual differences in con-
structing the input~output tables, in arranging the data, in using the
tables for analysing and planning national economy and in doing com~
parative studies. These differences must be kept in ming when making

international comparisons,



In studying the methodology of the input-output tables,
I should like to confine the present study to the main problems

for two reasonss

i = The input-outpul technique is still considered
experimental in nost countries, since in none of
them has it been pursued for a long enough period
to establish a routine of data collection and ana=
lysis.i/-kccordingly, there are many methodological
questions which still demand a more detailed analy-
sise

ii = Not all methodological questions are of the same
significance for all counbriss and, therefore, demand
general solution, but some of them depend to a great

extend, on the case of study and the available data.

2, Glapsification and aggregation

The sta¥ting point in any attempt to apply input-output model
to a real economy is %o divide this eccnomy into sectors. In doing
this, we are jmmediatelly faced with a numbér of problems, in parti-
cular with the question of classification, The real difficulty stands
behind the fact_that for an cconomic system there are thousands of

different activities, To fit the intricate complexities of a modern

1/ Ibide, DPs 183
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a single gectore. The exbtent 0 which this homogenelity assumption is
valid is really bhe core of the aggregation probletie This means that
the choice of the criveria must ve made in the light of a good know-
1edge of the characteristios of the prodnctive activities being aggre~
gatbed as well as of the uses of the outpubse This depends basically

on the gxperiences of the staff of fechnicians who work in constructing

the tables p*actlgally and on the available data a8 welle

In theorys the propbéed aggrcgdtion criteria depend; in prin—
ciple, o0 what type of aggragatlon we have in minde The distinction
betﬁeen horigontal and vertical aggreoatlon should be made clear ¢
horizontal aggragation jnvolves the aggregation of parallel stages in
the process of production, the yertical aggregation involves the aggre=

gatlon of congecuilive stages.i/

Aggreggtion criterisd
Accordinglys there are Lwo main criteria for aggregaﬁion.

1. Similaz inpub gtructures Units which have & gimilar input struc=

ture should ve grouped gogether even 1f they have aifferent uses,

@eZo 0CBLH and tankse

2= Qubpub pﬂogorﬁxonalth Units whose oubput is 1ikely %o change

in equal proportlon should ba grouped togethere For example, this

¢ of In ut—Out ut Tables and Apalysis, Series Fy
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carding €pinning, weaving, angd dyeing of textile fabrics, - When the
successive steps are Performed in relatively fixed proportions, such as
smelting ang refining gp Spiuning ang veaving, it is often Justifiable to

; : ; L
combine thepm into g single sectoraﬂf

In general, the broblematic character of the aggregation question
stens prinoipally from the fact that the basic unit.of statistica] data
collection ig ihe esﬁablis@mentﬁ In the real world, the establishment may
be a single plant building, with its capital €quipment and assoqiated labour
force, but it oftenly Produces several kinds of products, Several Secondary
products beside its characteristic Or principal broduct, In addition, aven
if each commodity could bs representeq by a separate sector, sp that both

inputs ang cutputs coulqd be perfectly homogeneous, there would be Considergm

§ ; 2
ble substltutlon hetween sectors.“/

In practice, the empipic&l app;icability of any ﬁriteyion remaing
in ¢loss connection with the qvailability of statistical data, the nature
of the stgtisﬁical unit used jp industrial Statistics and the purposes of
study, Accﬁrdingly; thers ig g closeyr relation between the proposed_aggre-
gatidn criterion fop inpuﬁmoutput analysis ang the adopted Statistical unit

in the industrial statistics,



%4

A statistical unit may be any of the following:

1~ a commodity group

2. A1 establishment such as a farm,; 2 mine or a factory
3= an activity such as trade or construction, or
he. an institution organizing 2 pranch of economy such as an

enterprise or government agency?®

1n short, if it is true that each one of these statistical units
is homogeneous in ihe sense that there exits a comaon fachbor in each one,
we cannot say that any of them can satisfy completely the homogenelty con=

cept as it is used in the input=-output analysis.

Lest and before leaving the subject of aggregation, I should like
to lay some stress on the following remarkss:

1= There is no ideal criterion for aggregation that can be recom=
mended. The eﬁfigiancy of any criterion depends specifically upoh the
purposes of study. In other words, a given aggregabion may pe valid and
efficient for one pPurposeé, but it is not necessary to be so for another
purposes, LeCe if the analysis is princ;pally concerned with a few sechors,

then other sectors which are only weakly related can often be aggregated

without introducing significant errors into the resulis of analysis.

1/ U.Ney Problems of Input-Oubput Tables and Analysis, Series F,
NO lq, P. 31.




Strictly speaking, the validity of any actual aggregation can only be
determined by reference to the specific uses of the model, since perfect

: : i i 1
aggregation is never acnleved."/

2= QOwing to the fact that the ;npqt—outpgt anglysig is based on a
simplified general theory of production, we can say that_simi;apity of input
structure is the best and the mos} acceptable criterion for aggregation in
inputfoutputrtables, The study of Ghe intgrdependgnces in the productive

process is still the main aim of the input~-output analysis?

3~ The availability of the statistical data represents, practically,
the most serious limitation on +the system of classification ang aggregation,
A more detailed classification always provides greater information aad,
therefore, achieves more homogeneity in sectors, But, on the other hand,
the large number of sectors demands a great availability of data, highly
qualified technicians, high costs and long period of time for compilation,

construction of the table and analytical work,

The great number of ssctors cannot, in any way, satisdy the pure
homogeneity assumpiion, but it realizes, at least, a great degree of
reality in aggregation. On the other hand, it opens the doors to SubEe
titutabi;ity. The greater degree of detail, the greater are the costsg
of preparing the table, and the greater is the likelyhood of substituta-

‘bility and the prevalence of "external® effects between sectors;g/ Accor=
dingly, the best solution depends, priicipally, on a reasonable compromlse

1/ Chenery and Clark, Interindustzry Economics, John Wiley and Son, Ine,,
g/ GP.;CJ..'E.Q,P. 309
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between all of these contradictory considerations, in the light of

statistical potencialities and the purposes of study.

L Careful study of the classification and aggregation question
can help effectively in discovering the shortcomings in the applied sys-
sem and reveals particular reclassification which improves the homogeneity

of input=-output tecimnique.

5- Any efficient system of classification and aggregation must
consider not oaly the relations presently axisting within the economy,
but also those likely to prevall in the future as a result of technical
progress or changes in the productive sitructure of the society by intro-
ducing new industrles &8s a part of an overall programue for growihs
Phis remark has a special significance in the developing economies during
the periods of their economic and social growth, The reason is that dur=-
ing the periods of development, and as a result of ihe growth plan, the

economic structure is always subject to radical changes,
J

3, Valuation of transactions

It is more logical, before handling the subject of valuation of
pransactions, to determine clearly which trensactions are relevant to the
input-output table? The inpubt=ontput model is really a simplified pro=
duction theory., Its basic aim is to study the interdependence in the
current productive system, This fact has a direct effect on the nature

of transactions which are relevant to the technique., It means,; in
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