
The Determinants o f Personal Savings i n Ireland: 
A n Econometric Inquiry 

K I E R A N A . K E N N E D Y 

B R E N D A N R. D O W L I N G * • . . <-,. - j ' 

i . INTRODUCTION 

THE acceleration i n the rate o f economic g r o w t h i n I re land i n . the last ten 
years o r so compared w i t h the earlier pos t -war years has been accompanied b y a • 
v e r y considerable rise i n the p r o p o r t i o n o f i n c o m e saved. T h i s factor has been o f 
c ruc ia l impor t ance i n p e r m i t t i n g , i f n o t actual ly causing, faster g r o w t h . I n the 
absence o f the rise i n the savings ra t io i t w o u l d have been impossible t o devote 
so large a p r o p o r t i o n o f na t iona l p r o d u c t i o n t o inves tmen t : an a t t empt t o do so 
w o u l d have i n v o l v e d an increase i n the o ther source o f inves tment resources, 
f o r e ign dis investment , t o a leve l that c o u l d n o t conce ivab ly be main ta ined . -

I n I re land personal savings represents the largest c o m p o n e n t o f savings. W e 
examine i n this paper the causes o f changes i n the personal savings/ income ra t io 
i n the pos t -war f r o m 1949-68. • ' , ' J l ° 

2 . THE OVERALL SAVINGS RATIO 
'< ' i f 

I n C h a r t 1 w e show the ra t io o f to ta l savings t o gross na t iona l p r o d u c t ( G N P ) , 
b o t h measured i n cur ren t values, fo r each year f r o m 1947-68. T o t a l savings is 
s i m p l y the difference be tween to t a l c o n s u m p t i o n (governmen ta l and pr iva te ) 
and G N P , measur ing c o n s u m p t i o n and G N P at m a r k e t prices. T h e s t rong and 
re la t ive ly steady rise i n t h e : r a t i o since 1959 contrasts w i t h the substantial f luc tua
t ions w h i c h characterized the ra t io p rev ious ly . T h e ove ra l l savings ra t io i n 1959, 
at 15 - 4 per cent, had j u s t about recovered f r o m the preceding depression t o the 
highest level p rev ious ly recorded (i.e. 15*5 per cent i n 1953), and i t rose to over 
19 per cent i n 1967 and 1968. ' • . , ' , 
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Kennedy, T . J . Baker, J . Durkan, M . P . Fogarty, R . C . Geary and P. R . Kaim-Caudle for helpful 
comments and suggestions. W e are also greatly indebted to G . Baker and P. Mackey for their help 
with the computer runs. ' • 



Major Components of Savings 

T o t a l savings are d i v i d e d fo r na t ional accounts purposes i n t o t w o major c o m 
ponents : depreciat ion, w h i c h is the estimated p r o v i s i o n fo r c o n s u m p t i o n o f f i x e d 
captial d u r i n g the year, and the balance, w h i c h m a y be called net savings. As m a y 
be seen f r o m C h a r t i , the ra t io o f depreciat ion t o G N P has s h o w n a steady 
secular rise t h r o u g h o u t the pos t -war , so that the ra t io o f net savings to G N P 
fluctuated re la t ive ly m o r e than the gross savings ra t io i n the 1950's. T h e rise i n 
the net ra t io f r o m 9-6 per cent i n 1959 t o 12-1 per cent i n 1968 is again impressive. 

N e t savings are i n t u r n d i v i d e d i n t o three components : personal savings, 
c o m p a n y savings and pub l i c authori t ies ' savings. T h e t e r m personal covers a l l 
households and un incorpora ted bodies so that personal savings includes the 
savings o f businesses such as farms, shops, professional partnerships and so o n . 
C o m p a n y savings are the und i s t r ibu ted prof i t s , net o f tax and depreciat ion, o f a l l 
p u b l i c and p r iva te companies and certain State-sponsored bodies. Publ ic au tho r 
ities ' savings represent ' the difference be tween current revenue and cur ren t 
expendi ture o f the Cen t r a l G o v e r n m e n t and L o c a l Au thor i t i e s , revenue and 
expendi ture be ing classified accord ing to na t iona l account ing convent ions w h i c h 
differ i n i m p o r t a n t respects f r o m the t r ad i t iona l Finance Accounts and Loca l 
T a x a t i o n Returns . Pub l i c authori t ies ' savings assumed negative values (i.e. 
dissaving) i n some years, whereas the o ther t w o categories have always been 
pos i t ive i n the pos t -war . 

C h a r t 2 shows the shares o f the three components o f net savings i n to ta l net 
savings fo r each year f r o m 1947-68. Personal savings is b y far the largest c o m 
ponen t , representing o n average about t w o - t h i r d s o f the to ta l . C o m p a n y savings 
o n average accounted fo r about 30 per cent o f the to ta l . Publ ic authori t ies ' sav
ings were compara t ive ly small i n mos t years, b u t they fluctuate v e r y considerably 
and such f luctuat ions ' are, o f course, a po ten t i a l ly p o w e r f u l ins t rument o f 
s h o r t - t e r m economic management . 

.,' C lea r ly the causes o f var iat ions i n the three components o f net savings are 
' l i k e l y to be qui te different. I n the remainder o f this paper w e concentrate o n the 
determinants o f the largest componen t , personal savings. 

3. THE PERSONAL SAVINGS RATIO 

I n exp la in ing variat ions i n personal savings w e e m p l o y the simplest f o r m o f 
mu l t i va r i a t e regression analysis us ing single equat ion , least squares o n annual 
t i m e series data fo r the pos t -war p e r i o d . The re are a va r i e ty o f possible f o r m u l a 
t ions o f the dependent var iable . O n e m i g h t , f o r instance, a t t empt to expla in 
var ia t ions i n the leve l o f personal savings or personal savings per capita (i.e. per 
head o f p o p u l a t i o n ) . H o w e v e r , i t seemed better t o us to face the m o r e r igorous 
challenge o f exp la in ing variat ions i n the personal savings-income ra t io . Th i s is 
the ra t io o f personal savings to personal disposable i ncome . Personal disposable 
i n c o m e represents the incomes and g o v e r n m e n t transfer payments received b y 
households and un incorpora ted bodies less direct tax deductions (i.e. i n c o m e tax 





and social insurance con t r ibu t ions ) . I t is, i n effect, the i ncome o u t o f w h i c h persons 
are free t o make decisions as be tween personal c o n s u m p t i o n and personal savings. 
T h e personal savings ra t io , so defined and denoted b y Y , is ou r dependent variable 
t h r o u g h o u t . 

T h e personal savings ra t io is p l o t t e d o n C h a r t 3 f r o m 1947-68 and, as m a y be 
seen, i t . e x h i b i t s considerable va r i a t ion . T h e ex t r eme ly l o w levels i n 1947 and 
1948, p r o b a b l y , due to h i g h l y except ional factors associated w i t h the t e r m i n a t i o n 
o f w a r t i m e restrictions, m i g h t d is tor t analysis: accord ing ly , w e used i n ou r r e 
gression analysis o n l y the data fo r the 20 years 1949-68, inclusive. I n 1949 the 
ra t io was 7*1 per cent and d u r i n g the 1950's i t ranged f r o m as h i g h as 9*7 per 
cent i n 1953 t o as l o w as 3-8 per cent i n 1958. A f t e r i 960 the ra t io fe l l b e l o w 9 
per cent i n o n l y one year (1963) and had risen to 11-4 per cent i n 1968. For the 
20 observations 1949-68, the mean was 8-4 w i t h a standard dev ia t ion o f 1.93. 

W e w e r e interested n o t mere ly i n g e t t i n g a g o o d explana tory equat ion b u t 
also i n test ing w h e t h e r variables w h i c h are c o m m o n l y t h o u g h t to influence 
personal savings d o i n fact have a s ignif icant effect. I n a l l , w e tested 40 ex 

p l a n a t o r y variables, m a n y o f t h e m be ing , o f course, alternatives fo r each other . 
O b v i o u s l y w i t h o n l y 20 observations there can be l i t t l e h o p e ' o f f i n d i n g m o r e 
than , at mos t ; about h a l f a dozen signif icant explana tory variables i n one equat ion . 
E v e n s t i l l , the n u m b e r o f equations necessary to test a l l conceivable combina t ions 

- o f the exp lana tory variables considered is v e r y large. W e l i m i t e d ourselves to 
testing some 400 equations, r u n i n groups at th i r teen different stages.' W e used 
ou r j u d g e m e n t and the results o f preceding stages i n m a k i n g the selections. I n 
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Table 1 w e present 32 o f the selections fo r i l lus t ra t ive purposes. 1 These cover 
19 explana tory variables, and data fo r these variables are g i v e n i n A p p e n d i x 
Tab le A , w h e r e the sources and methods are expla ined. W e c o m m e n t i n the t ex t 
o n the results achieved w i t h the remainder o f the explana tory variables tested. 
A l l the explana tory variables m a y conven ien t ly be g rouped , fo r discussion 
purposes, under the f o l l o w i n g f ive heads: i n c o m e , t axa t ion , demograph ic , 
m o n e t a r y and other . 

4. INCOME VARIABLES 

Total Real Income Per Capita 
T h e f irs t and mos t obv ious factor that m i g h t account f o r a r i s ing personal 

savings ra t io is a rise i n the level o f real personal disposable i n c o m e per capita. 
T h i s is the cur ren t value o f disposable i n c o m e deflated b y an appropr ia te pr ice 
i n d e x : the pr ice i n d e x w e used was the i m p l i e d pr ice o f to ta l personal c o n s u m p 
t i o n , w h i c h , as i t embraces to ta l personal c o n s u m p t i o n , w e regard as m o r e 
appropr ia te than the m o r e fami l i a r Consumer Price Index . T h e fact that the real 
i ncome per capita var iable showed a s t rong and u n b r o k e n rise f r o m 1958, whereas 
p rev ious ly i t rose s l o w l y and decl ined i n a f e w years, i n i t se l f suggests that i t m a y 
be closely related to the behaviour o f the savings r a t io . T h e s imple co r re la t ion 
be tween the t w o variables is 0*71, significant at the o*i per cent level . 

Farmers' Income 
H o w e v e r , one o f the v e r y interest ing features no ted i n a p r e l i m i n a r y s tudy o f 

the absolute data was the close correspondence be tween variat ions i n the leve l 
o f savings and i n the level o f farmers ' i n c o m e (exc lud ing r emune ra t i on o f f a r m 
employees) . 2 T a k i n g the first differences i n the annual levels o f to ta l personal 
savings and farmers ' i n c o m e , b o t h measured i n cur ren t values, the s imple c o r 
re la t ion fo r the 19 observations 1949-68 is 0 '77. N o r was this cor re la t ion peculiar 
to the early pa r t o f o u r p e r i o d . D i v i d i n g the p e r i o d at 1961, the cor re la t ion fo r 
the 12 first differences f r o m 1949-61 was 0-63 and for the 7 first differences f r o m 
1961-68, 0-98, b o t h o f w h i c h are significant at, at least, the five per cent level . 
These are r emarkab ly h i g h correlat ions i n f i rs t difference f o r m . T h e s imple 
cor re la t ion be tween the first differences o f personal savings and non-ag r i cu l tu ra l 
personal disposable i n c o m e 3 fo r 1949-68 is considerably l o w e r , 0-50. N o n -

1. The complete set of selections can be made available at E S R I for inspection by any interested 
researcher. 

2. Although we refer to this, for convenience, as farmers' income, it is strictly farmers' agricultural 
income. Some fanners have other sources of income (e.g. interest and dividends) but we have no 
means o f including these in farmers' income. 

3. This is the difference between total personal disposable income and farmers' income. Although 
termed non-agricultural income here, it includes income received by farmers from non-agricultural 
activities. It also includes remuneration of employees engaged in agriculture, but this is a compara
tively small component. 



TABLE I : Parameter Estimates for Savings Ratio Regressions, 1949-68 (t-ratios in parentheses) 

Equation Intercept X , X, X, X . X, X, X , X , X io 

I . — 31-07 o-ii8 0806 — 31-07 
(5-89) (3-92) 

0-853 2. — 3216 0-I2I 0-853 0-730 — 3216 
(5-67) (3-80 (2-47) 

3- — 22'12 0-099 0-578 
(4-47) (2-63) 

4- —7-15 —0-007 o-n8 —7-15 
(0-53) (3-90) 

5- — 31-52 0-788 0-088 0-036 
6. (1-29) (1-17) (0-51) 6. — 21-72 0-009 0-130 0360 

0-146 (0-32) <3-8o) (o-66) 0-84S 7- —24-17 0-146 0-739 — 1-304 0-84S 
(4-65) (3 72) (201) (2-42) 

8. 2-05 0-137 0-651 —1-226 0-920 
(4-87) (3-42) (2-29) (3-oo) 

9- 24-43 0-034 0-109 —1-222 0-914 
(I-4I) (4-oo) (2-23) (2-8i) 

10. 22-12 0-114 • 0037 — 1-224 0845 
0-655 

(4-33) (1-45) (2-26) 
11. 15-34 0-145 0-655 —0-940 0-988 

(5-56) (3-76) (1-83) (3-48) 
12. 6-50 0-144 0-628 — 1-056 0-905 

(565) (3-69) (2-09) (3-21) 
13- 2-02 0-089 0619 — 1-053 0921 

(3-09) (3 93) (2-36) (3-64) 
14. S-2I 0-095 0618 —1-144 0-979 

(3-32) (3-85) (2-53) (3 76) 
15. 8.13 0-102 0626 —0-953 0-952 
16. 

(3-io) (3-93) (2-04) (3-68) 
16. 0051 O I I O —1-462 0-734 

(2-12) . (4-32) (2-77) (2-31) 
17- 22-80 0017 0-095 — 1-274 0-754 

(0-75) (4-52) (2-98) (2-95) 
18. 20-14 0096 — 1-033 0-717 

(4-68) (373) (2-91) 
19- 19-91 0-117 0052 — 1-402 0-638 19-91 

(4-70) (2-03) (2-70) (2-03) 
20. 20-80 0-097 0 009 —1-142 0719 

(4-53) (0-34) (265) (2-81) 
21: — 0-72 0-092 —0-528 

(4-21) (2-11) 
22. 28-68 0-126 

(2-11) 
0-671 

(5-23) (296) 
' 23. 52-05 0-132 0064 —1-323 1-191 

48-00 (6-40) (2-84) (267) (456) 
24. 48-00 0057 0-122 — I-I77 1-037 

48-87 
(2-88) (5 75) (2-56) (3-ss; 

25- 48-87 0-131 0074 — 1-457 I -075 
26. 10-60 (6-89) (3-43) (3-14) (3-98) 26. 10-60 0-104 0571 -1-568 1-097 

(3-6o) (4-29) (3-73) (4-70) 
27- 15-00 O-IIO o-556 — 1-675 1166 27- 15-00 

(3-7i) (3-96) (3-86) (4-73) 
28. . 936 0-129 0-569 -1-816 0889 . 936 

(5-22) 0-581 (5-32) (527) (4-42) 
29- 6-54 0-106 0-581 — I-34S 0-887 

(3-6i) (3-78) (2-94) (3-25) 
30. 8-66 0-133 0-655 0-163 — 1-817 0-981 30. 

(5-85) (5-77) (0-97) (505) (4-90) 
31- 13-55 0136 0-595 — 1-950 1037 

13-08 (592) (6-01) (6-01) (5-15̂  
32- 13-08 0-I3S 0-600 — 1-972 1-024 

(5-98) 6-13) (6-14) (5-27) 

Terminology • 
X t = Total real personal disposable income per capita. 
X 2 = Ratio of farmers' income to personal disposable income. 
X 8 ~ Ratio of farmers' money income to personal disposable income. 
Xt = Ratio of farmers' stock income to personal disposable income. 
X B = Non-agricultural real.personal disposable income per capita. 
X 6 = Farmers* real personal income per capita. 
Xt = Ratio of farm population to total population. 
X 8 = X 6 lagged by one year. 
X f l = Ratio of direct taxes to non-agricultural personal income. 
X 1 8 = Ratio of indirect taxes to personal consumption. 
X u — Ratio of indirect taxes, less food subsidies, to personal consumption. 



X 1 2 X „ X , , x „ 

-12-401 
(1-94) 

-27-200 
(280) 

-30-401 
(3-°7) 

-28-809 
-30634 —2-290 

(3-37) (1-92) 
-28-545 —2-4SS I-778-

(3-18) (2-10) (1-34) 
-21-791 

(2-64) 
-23-751 

(2-87) 
-24-346 —1054 

(2-73) (0-83) 
-28-787 

(3") -23-500 
(3-07) 

-20-38 
(3-29) 

-26-081 
(2-96) 

-21-487 
(2-94) 

-22-529 
(3-36) 

-45-19, 
(5-07) 

-39-893 
(4-49) 

-42-862 
(5-o8) 

-27-908 
(3-71) 

-30-476 
(3 92) 

-26-274 
(4-33) 

-24-431 
(2-86) 

-28-792 
(4-53) 

- 3 I - U 3 
(5-05) 

-30-875 
(5-17) 

2-870 
(2-71) 

-3-35, 
(3-04) 
3-087 

(2-78) 
-2-874 
(2-82) 

1-701 
(2-76) 

1-393 
(1-92) 

1-665 
(2-86) 
1-893 

(3'89) 

1-767 
(2-81) 
1-84 
(3-12) 

2-03 s 
(3-47) 

i-86r 
(3-92) 
1-657 

(2-77) 
1-896 

(4-32) 
1-872 

( 4 ' 3 £ 1-966 
(4-55) 

1743 
(261) 

— 2-024 
(3-o8) 

x „ x,„ X ] a R s.e. F T Equation. 

•859 1-042 24-00 12 I . 

•862 I 063 15-49 12 2. 

804 1 -212 15-51 I I 3-
•841 I - I O I 20-62 I I 4-
•846 1-119 13-43 12 5-
•858 1-080 14-84 12 6. 

•903 0963 12-42 10 7-
•917 0896 1479 I I 8. 

•909- 0-936 13-30 I I 9-
•910 0-933 13-40 I I 10. 

•936 0-821 1529 13 11. 

•944 0-797 14-16 13 12. 
•948 0-738 1941 9 13-
•946 0-753 18-57 9 14. 
•951 0-747 16-34 9 15. 

—0-077 •928 0870 13-38 12 16. 
(1-80) 

—0065 •958 0698 22-80 10 17. 
(1-87) 

17. 

—0055 •956 0-686 22-81 10 18. 
(1-75) 

—0071 •926 0879 13-05 I I 19. 
(1-67) 

•956 
13-05 

—0059 •956 0-7II 18-23 10 20. 
(1-70) •918 0-860 —0-090 •918 0-860 2011 17 21. 
(2-58) 

17 
(2-58) 

•916 0-869 19-58 9 22. 
0-250 •957 0-707 1844 9 23-

(269) •960 
23-

—0059 —0146 •960 0710 I6-I0 12 24. 
(1-64) (1-72) 

24. 
—0-055 —0-248) •966 0-654 19-24 9 25. 

(i-70) (2-86) 
2I-6l 

25. 

•9S3 0-703 2I-6l I I 26. 
•948 0-741 19-22 11 27. 

—0-080 •972 0565 29-86 11 28. 
(2-85) •961 0706 

29-86 

—0050 0072 •961 0706 1630 10 29. 
(1-37) (0-92) •981 

1630 29. 

—0066 0-104 •981 O-SII 28-92 12 30. 
(2-48) (1-82) —0-108 

30. 

—0-075 —0-108 •979 0-517 31-56 12 31. 
(291) (1-82) •980 32-60 

31. 

—0-073 O - I I I •980 0-509 32-60 I I 32. 
(2-85) d-94) 

0-509 32-60 32. 

X , j - Employment dependency ratio. 
X1S — Marriage rate. 
X 1 4 = X , , lagged by one year. . ' 
X 1 5 = Annual percentage change in population. 
X l t = Emigration rate. 
X „ = Annual rate of change in private net credit. 
X \ , — Real interest rate. 
X i „ - Annual percentage change in prices. 

R — Multiple correlation coefficient. 
s.e. = Standard error of estimate. 

F = F-ratio. • - j 1 T = Geary's statistic of number of sign changes in residuals. 

The explanatory variables are explained more fully in the text and in notes to Appendix Table A . 



agr icu l tu ra l personal i ncome is made up o f w i d e l y different categories and i t m i g h t 
be t h o u g h t that, o f these, the i n c o m e o f independent traders c o m b i n e d w i t h 
interest, d iv idends and rents should be m o r e closely related to savings: h o w e v e r , 
the cor re la t ion i n that case is o n l y 0*40. T h e cor re la t ion w i t h savings fo r the 
remainder o f non-ag r i cu l tu ra l i ncome , w h i c h is m a i n l y employee remunera t ion , 
is 0-45. 4 

Agricultural Stock Changes 
A majo r reason fo r the h i g h cor re la t ion be tween changes i n savings and i n 

farmers ' i ncome m i g h t be fluctuations i n ag r i cu l tu ra l s tockbu i ld ing (i.e. the value 
o f changes i n numbers o f l ivestock o n farms). I n the na t iona l accounts, s tock-
b u i l d i n g fo rms par t o f farmers ' i ncome . I t can assume posi t ive o r negative values 
and, as is w e l l k n o w n , i t is a h i g h l y vo la t i l e c o m p o n e n t o f farmers ' i ncome . I n 
some years the change i n t o t a l farmers ' i n c o m e is due m o r e to the change i n 
s t o c k b u i l d i n g than to the change i n the remainder ( w h i c h , fo r convenience, w e 
cal l farmers ' m o n e y i n c o m e ) . 5 I t is sometimes argued that farmers automat ica l ly 
save the a m o u n t o f any rise i n s t ockbu i ld ing and that , therefore, w e should 
subtract f r o m personal savings the a m o u n t o f ag r i cu l tu ra l s t ockbu i ld ing , the 
balance to be referred t o as " m o n e t a r y " savings. A priori, howeve r , there is n o 
jus t i f i ca t ion fo r this procedure . I f a farmer were t o au tomat ica l ly increase his 
savings b y the a m o u n t o f increased s tockbu i ld ing , he w o u l d do so effectively 
b y res t ra ining his m o n e t a r y c o n s u m p t i o n . B u t a fa rmer m i g h t equal ly w e l l cu t 
d o w n o n savings fo r some other purposes, e.g. he m i g h t defer b u y i n g a t rac tor 
fo r w h i c h he proposed t o pay o u t o f his o w n savings. O r indeed, a fa rmer m a y 
n o t v a r y his cur ren t savings at a l l b u t m a y finance the rise i n s t o c k b u i l d i n g b y 
d r a w i n g o n past savings o r b o r r o w i n g f r o m a bank. H o w farmers v a r y their 
savings and c o n s u m p t i o n i n response to changes i n stocks is essentially an 
emp i r i ca l quest ion. 

I n fact w e f o u n d that the cor re la t ion be tween the annual f irst differences i n 
farmers ' m o n e y i n c o m e and personal " m o n e t a r y " savings fo r the p e r i o d 1949-68, 
0*77, was the same as that be tween the first differences 'of to ta l farmers ' i n c o m e 
and to ta l personal savings. W e also f o u n d that the cor re la t ion be tween changes 
i n farmers ' m o n e y income ' and i n t o t a l personal savings was 0-59, s ignif icant at 
the 1 per cent l eve l , whereas the cor re la t ion be tween changes i n s tockbu i ld ing 
(i.e. the change i n the change i n ag r i cu l tu ra l stocks) and to ta l personal savings 
was o n l y 0*31, n o t significant at the 5 per cent level . 

4. In both these correlations we were forced to use the first differences of personal income rather 
than personal disposable income, since it is not possible to allocate total direct taxes. N o such 
problem arises with farmers' income, since farmers in effect do not pay income tax on their 
agricultural income. . 

5. This term may be slightly misleading unless it is borne in mind that fanners' "money" 
income includes the estimated value of farm produce and fuel consumed on farms without process 
of sale. And , as already noted, it does not include money income received by farmers from non-
agricultural activities. • ' 



I t does n o t seem t o us, therefore, tha t there is any m e r i t i n d i v i d i n g personal 
savings i n t o m o n e t a r y and n o n - m o n e t a r y components i n this w a y . I n exp la in ing 
variat ions i n to ta l personal savings, howeve r , i t m a y be w o r t h w h i l e d i v i d i n g 
to ta l farmers ' i n c o m e as be tween m o n e y i n c o m e and s tockbu i ld ing . T h e reason 
is that a change i n t o t a l farmers ' i ncome tha t results f r o m a change i n s tock-
b u i l d i n g m a y have a different i m p a c t o n to ta l savings f r o m a change i n to ta l 
i n c o m e i n the f o r m o f a change i n m o n e y i ncome . O n e m i g h t reasonably expect 
that an extra .£1 o f s t o c k b u i l d i n g is associated w i t h a greater rise i n personal 
savings, than an ext ra £ 1 i n m o n e y income , t h o u g h n o t necessarily associated 
w i t h an au tomat ic rise o f exact ly ^ 1 , w h i c h is i n effect the hypothesis w e 
c r i t i c i zed . 

I n equa t ion 1 o f Tab le 1, w e regress the personal savings ra t io ( Y ) o n the 
level o f real personal disposable i n c o m e per capita (Xj) and the share o f to ta l 
farmers ' i n c o m e i n to ta l personal disposable i n c o m e ( X 2 ) . E q u a t i o n 2 takes the same 
f o r m except that farmers ' i ncome is d i v i d e d as be tween m o n e y i n c o m e ( X 3 ) and 
s t o c k b u i l d i n g ( X 4 ) , b o t h as a share i n to ta l personal disposable i ncome . T h e 
equations are reproduced , f o l l o w i n g . T h e figures i n brackets are the t-rat ios fo r 
the significance o f the i n d i v i d u a l coefficients; the figures underneath the t-ratios 
are the beta coefficients, w h i c h i l lustrate the relat ive impor tance o f the different 
explana tory variables i n account ing fo r the variance o f the dependent variable ; 6 

R is the m u l t i p l e co r re la t ion coefficient; s.e. is the standard e r ror o f estimate; 
F is the usual F-value fo r testing the significance o f the equa t ion ; and T is Geary's 
statistic o f the n u m b e r o f sign changes i n the residuals fo r testing f o r au tocor 
re la t ion . 

Y = = - 3 1 - 0 7 + 0 - 1 1 8 X x + o - 8 o 6 X 2 (1) 
(5-89) (3-92) . . " 

, I - 8 I O 1-209 

£ = • 8 5 9 5 . e .=1-042 F = 2 4 * o o T = I 2 

y = - 3 2 - 1 6 + 0 - 1 2 1 X j + o - 8 3 5 X g + o - 7 3 0 X 4 (2) 
(5-67) (3-81) (2-47) 
1-856 1-283 0-356 

£ = • 8 6 2 , s .e .=i -o63 P = i 5 * 4 9 T = I 2 

As expected, the leve l o f real disposable i n c o m e per capita has a h i g h l y s ign i 
ficant pos i t ive effect o n the savings ra t io . So also has the share o f farmers ' i n c o m e 
i n to ta l i ncome . These t w o variables together account fo r 74 per cent o f the 
variance i n the savings r a t i o . 7 I n equa t ion 2, the coefficient o f the agr icu l tu ra l 

6. T h e non-statistical reader is warned that, in general, the beta Coefficients are liable to fluctuate 
considerably depending on the combination of explanatory variables used. 

7. It is clear from the value of the T statistic that there is no evidence of autocorrelation in 
equations 1 and 2, and this held true in almost all our results. 



stocks variable ( X 4 ) , t h o u g h significant , is m u c h less so than the coefficient o f 
the farmers ' m o n e y i n c o m e variable ( X 3 ) i n the same equat ion , and i n general 
equa t ion 2 per forms less w e l l than equat ion 1. W h e n w e d r o p X 4 and u s e X 3 

alone (see equa t ion 3 o f Tab le 1), the result is n o t as g o o d as i n equat ion 1 using 
• X 2 . H o w e v e r , i n o ther equations w i t h add i t iona l explana tory variables inc luded , 
X 3 per forms better than X 2 . W e also f o u n d i n other equations that the c o 
efficient o f X 4 was n o t significant whereas the coefficient o f X 3 was always h i g h l y 
signif icant (see, f o r example , equat ion 30 o f Tab le 1). ^ 

M o s t surpris ing o f a l l , perhaps, is that i n equat ion 2 the coefficient o f the stock 
variable ( X 4 ) is less than that o f the m o n e y income variable. Th i s result emerged 
consistently i n every equat ion w e ran fo r the p e r i o d as a w h o l e that i n v o l v e d 
these t w o variables. O n the basis o f this evidence w e are forced to conclude that 
insofar as changes i n farmers ' s t ockbu i ld ing exercise a different impac t o n savings 
f r o m changes i n farmers ' m o n e y income , the lat ter is m o r e closely related t o , 
and exercises a greater influence o n , changes i n to ta l personal savings. • 

An'Alternative Formulation of the Income Variables 

A n al ternat ive w a y o f s h o w i n g the impor tance o f changes i n farmers ' i n c o m e 
i n ' re la t ion t o changes i n savings is to separate real i ncome per capita i n t o t w o 
variables, farmers ' i n c o m e per capita and non-ag r i cu l tu ra l i ncome per capita. 
Thi s requires estimates o f the f a r m i n g and n o n - f a r m i n g p o p u l a t i o n ' fo r every 
year, whereas such figures are available o n l y fo r Census o f P o p u l a t i o n years. W e 
made ou r o w n estimates fo r the i n t e rven ing years, the methods e m p l o y e d be ing 
described i n the notes to A p p e n d i x Tab le A , and w e are satisfied that t h e y are 
reasonably g o o d estimates. I n equat ion (4) o f Tab le 1, reproduced f o l l o w i n g , the 
explana tory variables are non-agr i cu l tu ra l real" personal disposable i ncome per 
capita ( X 5 ) and farmers ' real personal (disposable) i n c o m e per capita ( X g ) . 8 

Y=—7-15— 0-007 X 5 + o - n 8 X 6 ' • (4) 
(o-53) _ (3*90) 

£ = • 8 4 1 ' '5 . e . = i - i b i F = 2 0 - 6 2 ' T = I I ' 

T h e coefficient o f farmers ' i n c o m e per capita ( X 6 ) comes o u t h i g h l y s ign i 
f icant , b u t the coefficient o f non -ag r i cu l tu r a l i n c o m e per capita ( X 5 ) is n o n 
significant and even has the w r o n g sign. H o w e v e r , "when other explana tory 
variables, are inc luded the c o f f i c i e n t t o f X 5 does emerge as significant and w i t h 
the expected pos i t ive sign. (See equations 16 and'24.) I n al l ' the regression equations 
w e t r i e d w h e n these- two variables were significant the coefficient o f X 6 was 
h igher than the coefficient o f X 5 , and considerably so i n mos t cases. Th i s suggests 
that farmers save a h ighe r p r o p o r t i o n o f an extra £1 o f i ncome per capita than 
does the non -ag r i cu l t u r a l p o p u l a t i o n . 

* ~ ,f 

8. In the light of the earlier results, we did not feel it necessary'to distinguish here between 
farmers? money income and stock income. 



E v e n i f equat ion (4) w e r e satisfactory, i t w o u l d be desirable to make a l lowance 
fo r the poss ib i l i ty . tha t the secular decline i n the share o f the f a r m p o p u l a t i o n i n 
to t a l p o p u l a t i o n w o u l d exer t a d o w n w a r d . p u l l o n the savings ra t io . I t m a y be 
n o t e d that w e cannot a l l o w fo r this, as m i g h t appear at first s ight, b y i n c l u d i n g 
i n equa t ion (4) the farmers ' share i n to ta l i n c o m e ( X 2 ) . T h e reason is that X 2 arid 
X 6 are t o o closely inf luenced b y the same factors, and the result o f add ing X 3 t o 
equat ion (4) is, n o t unexpectedly , t o destroy the significance o f b o t h X 2 and X 6 

(see equat ion (5) o f Tab le 1) : W e t r i e d instead t o a l l o w fo r this factor b y using 
the ra t io o f the f a r m p o p u l a t i o n t o to t a l p o p u l a t i o n ( X 7 ) . H o w e v e r , a l t h o u g h 
the coefficient o f X 7 consistently emerged w i t h the expected posi t ive s ign, i n n o 
case that w e t r i e d was i t significant, as m a y be seen, f o r example , i n equat ion (6) 
o f Tab le 1. I f i n fact the secular fa l l i n the share o f the agr i cu l tu ra l p o p u l a t i o n 
has n o t d i r ec t ly affected the savings ra t io , as these results suggest, then this m i g h t 
p laus ib ly be explained.as f o l l o w s . Those leav ing the f a r m sector are l i k e l y t o be 
a m o n g the poo re r classes o f farmers and thei r i n c o m e leve l i n agr icu l tu re m a y 
have been so l o w that they were n o t i n a pos i t ion t o save to any signif icant degree. 9 

Reasons for the High Saving Propensity among Farmers 
W h y do farmers save a h ighe r p r o p o r t i o n o f any g i v e n rise i n real i ncome than 

the rest o f the c o m m u n i t y ? A p a r t f r o m the inna te ly greater desire o f farmers to 
have a "nest e g g " and thei r conservat ism i n re la t ion to n o v e l consumer goods— 
characteristics tha t are w e l l k n o w n b u t are m o r e appropr ia te f o r s tudy b y social 
psychologists—there are also sol id economic reasons fo r such behaviour . O n e 
is tha t farmers do riot pay i n c o m e tax o n the i r ag r i cu l tu ra l i n c o m e and w e s h o w 
later that i n c o m e tax has a s t rong negat ive effect o n savings. M o r e i m p o r t a n t 

9. I f this explanation holds it might then be asked w h y X2, the farmers' share in total income, 
exerts such a strong positive influence on the savings ratio, as in equation 1. However it should 
be noted that X2 can be shown to be equal to the ratio o f farmers' real income per capita to total 
real income per capita, weighted by the share of the farm population in total population, i.e., 

2 I T NAPC T 

~ ~ J T ~ 

NrPc 

_ XE . X7 

where I is personal disposable income in current values, N i s population, Pc is the price deflator, 
subscripts A and T refer to agriculture and the economy as a whole, respectively. Thus, i f the 
decline i n X 7 has not significantly influenced savings it is still entirely reasonable to expect, given 
our other results, that changes in farmers' income per capita relative*to total income per capita 
( X 6 / X i ) wi l l exert a strong and positive influence on the savings ratio. This could account for the 
satisfactory performance of X2, especially since variations in X2 are predominantly deterrnined by 
variations in the ratio X 6 rather than by variations in X7 which shows a steady secular fall through-

x7 
out. 



perhaps is the fact tha t farmers k n o w f r o m experience tha t the i r i ncome is subject 
t o v e r y considerable fluctuations, b o t h because o f fluctuations i n v o l u m e o f o u t 
p u t and i n pr ice . I n such circumstances i t is a perfect ly ra t iona l react ion to regard 
par t o f any large increase i n i n c o m e as be ing t rans i tory and to save a re la t ive ly 
h i g h p r o p o r t i o n o f i t . T h e counterpar t is tha t a t e m p o r a r y fa l l i n i ncome is m e t 
b y l e t t i n g savings bear a greater share o f the fa l l w h i l e seeking to ma in t a in c o n 
s u m p t i o n . 

T h i s behaviour is related i n a subtle b u t i m p o r t a n t w a y to changes i n the terms 
o f trade. A rise i n the pr ice o f I r i sh exports relat ive to I r i sh i m p o r t s is general ly 
due la rge ly to a rise i n l ives tock prices. A n d w h e n the pr ice o f expor t ed l ives tock 
rises, the pr ice o f l ivestock consumed at h o m e also rises. Thus an i m p r o v e m e n t 
i n terms o f trade fo r the e c o n o m y is general ly associated w i t h an i m p r o v e m e n t 
i n the terms o f trade o f the ag r i cu l tu ra l sector vis-a-vis the non -ag r i cu l tu r a l 
sector. T h i s represents a " w i n d f a l l " ga in to the farmers. I t is inc luded i n o u r 
measure o f real f a r m i n c o m e since w e deflate farmers ' i ncome—cor rec t ly , w e 
be l ieve—by a general c o n s u m p t i o n pr ice rather than b y the pr ice o f agr icu l tu ra l 
p roduce . I n l ine w i t h the w o r k o n savings i n other countries that incorporates 
the permanent i n c o m e hypothesis, i t is t o be expected that a re la t ive ly h i g h p r o 
p o r t i o n o f a w i n d f a l l ga in w i l l be saved. 

Lagged Income Variables 
W e t r i e d variables X x ; X2 and X 5 each lagged b y one year. O n l y one o f these 

w o r k e d satisfactori ly—the lagged value o f X5, non -ag r i cu l tu ra l i n c o m e per 
capita, w h i c h w e t e r m Xs. Genera l ly speaking X 8 w o r k e d s l igh t ly better than 
X5—compare, f o r instance, equat ion 24 w i t h equat ion 25 o f Table 1. As m i g h t be 
expected, there is n o p o i n t i n us ing b o t h X5 and X 8 i n the one equat ion . These 
t w o variables are far t o o h i g h l y correlated ( r = - o 8 8 ) , w i t h the result that the 
significance o f b o t h variables is comple t e ly spoiled. 

Rate of Change in Income and Income per Capita 
Studies fo r o ther countries have f o u n d that the rate o f g r o w t h o f real i n c o m e 

o r real i n c o m e per capita is pos i t ive ly related to the savings r a t i o . 1 0 O n e reason 
w o u l d be that , w h e n the r a t e ,o f g r o w t h o f real i n c o m e (or real i ncome per capita) 
rises, people w o u l d t end t o adjust the i r c o n s u m p t i o n to the n e w e r i n c o m e level 
w i t h a l ag , and the savings ra t io w o u l d thus t end to rise. W e t r i e d the annual 
percentage changes i n real personal disposable i ncome b o t h i n to ta l and per capita. 
T h e s imple correlat ions w i t h the savings ra t io are 0-50 fo r to ta l and 0-40 fo r per 
capita i n c o m e , b o t h o f w h i c h are significant at the 10 pe rcen t level . H o w e v e r , i n 
n o regression equat ion that w e ran d i d the coefficients o f the variables r e m o t e l y 
approach significance. W e also t r i e d the lagged value o f the rate o f change i n per 

10. See, for example, Subramanian Swamy, " A Dynamic Personal Savings Function and its 
Long-run Implications", The Review of Economics and Statistics, February 1968, and the references 
cited therein. 



capita real i ncome . T h i s shows an insignif icant negative cor re la t ion w i t h the 
savings ra t io ( r = —0*05) and i n n o case, whe the r used separately o r together w i t h 
the cur ren t value, d i d its regression coefficient emerge as s ignif icant . 

5. TAX VARIABLES 

I t is general ly recognised that different fo rms o f t axa t ion have different effects 
o n savings behaviour . The re is, i n par t icular , a c o m m o n l y he ld v i e w that an 
increase i n di rect t axa t ion (i.e. m a i n l y i n c o m e tax and social insurance c o n t r i 
but ions) w i l l t end t o discourage savings, whereas an increase i n ind i rec t t axa t ion 
(i.e. taxes o n expendi ture) , at least one a p p l y i n g to the f u l l range o f c o n s u m p t i o n , 
m a y even encourage savings. D i r e c t taxes app ly w i t h the same force to the pa r t 
o f i n c o m e that a person w o u l d save, i f there w e r e n o such taxes, as i t does to the 
par t he w o u l d spend o n c o n s u m p t i o n . Ind i rec t taxes, o n the o ther hand, t end t o 
m a k e saving m o r e at t ract ive re la t ive t o c o n s u m p t i o n , t h o u g h they m i g h t as 
w e l l , o f course, reduce the a b i l i t y to save b y l o w e r i n g the real value (or spending 
p o w e r ) o f i n c o m e . D i r e c t taxes, be ing i n the m a i n progressive, fa l l r e la t ive ly 
m o r e heav i ly o n the r icher classes w h i c h are l i k e l y t o do mos t saving, whereas 
ind i rec t taxes are general ly regressive. 

Th i s v i e w about the re la t ive effects o f the t w o fo rms o f t axa t ion o n savings 
has been t o the fo re f ron t o f budge ta ry p o l i c y i n I re land d u r i n g the pos t -war . 
B u d g e t speeches t h r o u g h o u t have rei terated " the p r inc ip l e , enunciated b o t h b y 
this G o v e r n m e n t and the O p p o s i t i o n , that wha teve r t axa t ion is necessary shou ld 
i n the circumstances o f this c o u n t r y , fa l l m o r e heav i ly o n expendi tu re than o n 
i n c o m e " . 1 1 T h i s p o l i c y rested i n par t o n the above -men t ioned v i e w about the 
different effects o f the t w o categories o f t axa t ion o n saving. T y p i c a l o f the state
ments defending the p o l i c y is the f o l l o w i n g f r o m the 1968 B u d g e t speech: 

"Reliance w i l l continue to be placed chiefly on indirect rather than on direct taxation 
o n the ground that taxation o f expenditure has less o f a disincentive effect on 
economic activity than taxation o f income. I t discourages excessive spending but 
not earning or saving. The corresponding moderation i n the taxation o f income 
is a stimulus to indiv idual and corporate effor t ." 1 2 

I t is also o f interest to quote Ka ldo r ' s v i e w , w h i c h runs o n s imi la r l ines: 

" B u t taxes on income as such . . . discriminate against savings, and are therefore 
l ikely to have a lesser restraining effect on spending than equivalent taxes o n 
expenditure. A given amount o f money collected f r o m a particular taxpayer w i l l 
tend to reduce his spending b y a lesser amount i f i t is collected i n the f o r m o f an 
income tax than i f i t is raised i n the f o r m o f an expenditure tax. . . . 

" A n expenditure tax, on the other hand, w i l l leave the incentives to save and spend 
unaffected for any given level o f real income or consumption; indeed . . . i t w i l l 

11. Dail Debates, V o l . 174, 15 Apr i l 1959 (1959 Budget Speech), p. 359. 
12. Budget 1968, p. 21. 



tend to discriminate against spending and i n favour o f saving i n so far as risks are 
assumed i n earning the income ." 1 3 

I n testing this v i e w , the d i rec t t ax variable used ( X 9 ) is the ra t io o f taxes o n 
i n c o m e . ( inc lud ing social insurance cont r ibu t ions) to non -ag r i cu l tu r a l personal 
i n c o m e . I t m a y be n o t e d that the value o f this var iable has risen substantially over 
the p e r i o d because, apart f r o m changes i n t ax rates, i n f l a t ion and r i s ing real 
incomes tend to raise the ra t io due to the progressive nature o f i n c o m e tax and 
the fact that i n c o m e tax allowances tend to lag b e h i n d in f l a t ion . W e w o u l d have 
l i k e d t o test m o r e d i r ec t ly the effect o f changes i n i n c o m e tax rates, b u t t o do so 
w i t h o u t i n c o r p o r a t i n g changes i n tax allowances, w h i c h w e saw no w a y o f 
d o i n g "here, seemed to us meaningless. T h e ind i rec t tax variable w e used first 
( X 1 0 ) is the ra t io o f t o t a l taxes o n expendi ture to to ta l personal c o n s u m p t i o n . I n 
equa t ion 7, the savings ra t io is regressed o n Xv X 2 , X 9 , X 1 0 and X 1 2 , the latter 
be ing a f o r m o f dependency ra t io discussed b e l o w . 1 4 

Y = - 2 4 . 1 7 + 0 - 1 4 6 X x + 0 - 7 3 9 X 3 - 1 - 3 0 4 X 9 + 0 - 8 4 5 X 1 0 - 1 2 - 4 0 1 X 1 2 (7) 
(4-65) (3*72) (2-01) (2-42) (1-94) 
2-234 I - I O 8 1-022 1-087 0-684 

•R= '9°3 5 . ^ = 0 - 9 6 3 , F= 12-42 T = I O . 

B o t h the t ax variables emerge as signif icant and, i n accordance w i t h the h y p o 
thesis, the d i rec t tax var iable has a negat ive sign w h i l e the ind i rec t t ax var iable 
has a pos i t ive s i g n . 1 5 T h e per formance o f the d i rec t t ax variable is perhaps the 
m o r e impressive because o f the fact that the s imple cor re la t ion be tween i t and 
the savings ra t io is s igni f icant ly positive ( r = o - 6 5 ) . T h e size o f the regression 
coefficients seems t o be r e m a r k a b l y h i g h , h o w e v e r . O u r results suggest that a 
rise o f one percentage p o i n t i n the ra t io o f t o t a l d i rect taxes to non -ag r i cu l t u r a l 
personal i n c o m e causes a r educ t ion o f m o r e than one percentage p o i n t i n the 
savings r a t i o , i m p l y i n g that people reduce the i r savings b y m o r e than the f u l l 
a m o u n t o f any increase i n di rect tax payments . Th i s m a y w e l l be so bu t , i f i t is 
so, i t is a v e r y remarkable f i n d i n g . W e m a y say tha t i n the m a n y equations w e 
ran , i n v o l v i n g the d i rec t tax var iable , the coefficient was scarcely ever b e l o w 1 
and sometimes substantially above 1 (speaking a r i thme t i ca l ly rather than a l 
gebra ica l ly) . T h e coefficient o f the indi rec t , tax var iable suggests that a rise o f one 

» 13. Nicholas Kaldor, An Expenditure Tax (London: U n w i n University Books, Fourth Impression, 
1965), p. 175-' * ' 

14. It may be noted that generally the coefficient of X 9 , and sometimes the coefficient o f X 1 0 , 
did not emerge as significant when X 1 2 was absent from the equation. 

15. It should be stressed that the effect on savings is only one of a number of criteria that must 
be considered in deciding on taxation policy, and we are not here expressing any view about the 
relative merits of direct and indirect taxation from an overall economic and social viewpoint.. 



percentage p o i n t i n the ra t io o f ind i rec t taxes to c o n s u m p t i o n causes the savings 
ra t io to r i s e ,by near ly one percentage p o i n t . I n a l l the equations ; we ran the 
coefficient o f the ind i rec t t ax var iable was general ly i n the r eg ion o f u n i t y . 

I f the ind i rec t tax variable used above is genuine ly a g o o d explana tory var iable , 
then the ra t io o f ind i rec t taxes less subsidies t o t o t a l c o n s u m p t i o n m i g h t seem 
t o be a better one, since subsidies are equivalent to a negat ive ind i rec t tax . W e t r i e d 
this var iable b u t i t d i d n o t w o r k near ly as w e l l as the first one. T h i s is n o t sur
p r i s ing since the subsidies, i n the m a i n , a p p l y t o producers ' goods (e.g. fer 
tilizers) o r to exports , whereas ind i rec t taxes app ly m a i n l y to goods consumed at 
h o m e . H o w e v e r , there was one i m p o r t a n t category o f subsidy i n the early years, 
n a m e l y the f o o d subsidies, w h i c h appl ied to domest ic consumer goods and w h i c h 
va r i ed substantially. I f , therefore, o u r ind i rec t tax variable is to be regarded as a 
sound explana tory var iable , t hen i t should w o r k better w h e n w e deduct the f o o d 
subsidies. I n equa t ion 8, w e test this b y subs t i tu t ing fo r X10 i n equat ion 7 the 
ra t io o f ind i rec t taxes less the f o o d subsidies t o to ta l personal c o n s u m p t i o n ( X X 1 ) . 
As expected, equa t ion 8 per forms better o n a l l counts than equat ion 7. 

Y = 2-05+0-137 X x + 0 - 6 5 1 X2 —1-226 X 9 + 0 - 9 2 0 Xu —27-200 X12 (8) 
(4-87) (3.42) (2-29) (3-00) (2-80) 
# = • 9 1 7 s.e.=0-896 F = i 4 * 7 9 T = I I . 

6. DEMOGRAPHIC VARIABLES 

Dependency Ratio 

I t has been f o u n d elsewhere that a h i g h dependency ra t io is unfavourable to 
s a v i n g . 1 6 B y dependency ra t io is n o r m a l l y mean t the ra t io o f p o p u l a t i o n i n the 
"dependent" age groups (usually taken as 14 years and under and 65 years and 
over) to the p o p u l a t i o n i n the "non-dependen t " age groups (i.e. the balance o f 
the p o p u l a t i o n ) . I r e land has a v e r y h i g h dependency ra t io , and one that has 
risen substantially i n the pos t -war f r o m 62-6 per cent i n 1946 t o 73-6 per cent i n 
1966. T h e rate o f increase was greatest f r o m 1951 to 1961 w h e n the ra t io rose 
f r o m 65-5 per cent to 73-3 per cent. 

T h e reasons w h y a h i g h dependency ra t io m i g h t adversely affect the savings 
r a t i o are s u m m e d u p i n Leff ' s w o r d s as f o l l o w s : 

"The logic o f an inverse relation between dependency ratios and savings rates, i n 
turn , goes as follows. Chi ldren constitute a heavy charge for expenditure wh ich ; 
i n the standard national income accounting framework, is put under the heading 
o f consumption. Because they contribute to consumption but not to product ion, 
a h igh ratio o f dependents to the w o r k i n g age population migh t be expected to 

16. See N . Leff, "Dependency Rates and Savings Ratios", American Economic Review, December 
1969- • . i . . 



impose a constraint on a society's potential for savings. . . . 

. . . the retired, older population also constitutes a dependency burden by being 
claimants oh consumption w i thou t contr ibut ing currently to output. . . . " 1 7 

U n f o r t u n a t e l y , w e do n o t have annual data fo r the dependency ra t io so de
fined : i t is available o n l y fo r Census o f P o p u l a t i o n years. W e t r i e d instead t w o 
o ther dependency ratios w h i c h w e m a y call the l abour force dependency ra t io and 
the e m p l o y m e n t dependency ra t io to d is t inguish t h e m f r o m the age dependency 
ra t io m e n t i o n e d above. T h e first o f these is the inverse o f the ra t io o f the l abour 
force to the p o p u l a t i o n n o t i n the l abour force (i.e. the rest o f the popu la t i on ) . O n 
the arguments quo ted above f o r the age dependency ra t io , i t can indeed be c la imed 
tha t this is a better measure o f the effect o f dependency o n the savings ra t io , since, 
f o r instance, m a r r i e d w o m e n n o t i n the l abour force, the sick, secondary school 
and un ivers i ty students, etc., " c o n t r i b u t e to c o n s u m p t i o n b u t n o t t o p r o d u c t i o n " 
i n the na t iona l accounts sense. T h e o ther dependency ra t io w e t r i ed is the inverse 
o f the ra t io o f e m p l o y m e n t to the n o n - e m p l o y e d p o p u l a t i o n (i.e. t o t a l p o p u l a t i o n 
minus t o t a l e m p l o y m e n t ) . T h i s should be an even m o r e relevant dependency 
measure o n the earlier a rgument , since the u n e m p l o y e d also " c o n t r i b u t e to 
c o n s u m p t i o n b u t n o t t o p r o d u c t i o n " ; and w h e n a person is t e m p o r a r i l y u n e m 
p l o y e d , he p r o b a b l y does n o t reduce his c o n s u m p t i o n p r o p o r t i o n a t e l y w i t h the 
r educ t i on i n his personal i n c o m e . I n fact , the labour force and e m p l o y m e n t 
dependency ratios have m o v e d v e r y closely i n l ine w i t h each other over ou r 
p e r i o d ^ = 0 - 9 8 2 ) , and b o t h m o v e d r o u g h l y i n l ine over the longer t e r m w i t h the 
age dependency ra t io , as m a y be seen f r o m the f o l l o w i n g figures fo r census years: 

Dependency Ratio: 
A g e 
L a b o u r force 
E m p l o y m e n t 

I n o u r regression results, w e f o u n d that b o t h the l abour force and e m p l o y m e n t 
dependency ratios w o r k e d v e r y w e l l , the regression coefficients be ing general ly 
h i g h l y s ignif icant and h a v i n g i n a l l cases the expected negative sign (see equa t ion 
7 and subsequent equations i n Tab le 20 w h i c h inc lude X 1 2 , the e m p l o y m e n t 
dependency r a t i o ) . W e also f o u n d , as the u n d e r l y i n g a r g u m e n t w o u l d suggest, 
that the e m p l o y m e n t dependency ra t io ( X 1 2 ) p e r f o r m e d consistently better 
than the l abour force dependency ra t io (no t s h o w n here). T h e regression c o 
efficient o f X 1 2 is general ly i n the r eg ion o f 20 and upwards , suggesting tha t a 
rise o f o - i i n the e m p l o y m e n t dependency ra t io causes a fa l l o f upwards o f 2 
percentage points i n the savings r a t io . G i v e n that the e m p l o y m e n t dependency 
ra t io rose b y 0-25 f r o m 1951-61 , i t w o u l d appear that this factor exercised a 
substantial d rag o n the savings r a t io i n I re land i n the 1950's. I n contrast, the 
e m p l o y m e n t dependency ra t io rose b y o n l y 0*05 f r o m 1961-68. 

17. Ibid. 

1946 I951 1961 J966 
0-626 . 0-655 0-733 0-736 
1-29 i-35 1-54 1-58 
i - 4 i i-43 i-68 1-71 



Marriage Rates 
Persons general ly save i n an t i c ipa t ion o f marr iage , and the quest ion arises 

w h e t h e r var ia t ions i n the marr iage rate w i l l affect savings. H o w e v e r , w e mus t 
be careful here about w h a t is meant b y saving. Suppose an i n d i v i d u a l sets aside 
j £ ioo i n any year o u t o f cur ren t i ncome , he m i g h t w i t h ju s t i f i ca t ion regard 
h i m s e l f as saving. B u t i f d u r i n g the course o f the year he uses this m o n e y as a 
deposit o n a n e w car, the balance o f w h i c h is f inanced b y hire-purchase, then i n 
o u r terms his pos i t i on i n that year is one o f net dissaving. I n the f o l l o w i n g year 
w h e n he is engaged i n r epay ing his hire-purchase debt o u t o f cur ren t i ncome , he 
m a y o r m a y n o t regard this as saving, bu t , ceteris paribus, i t w o u l d be regarded 
f o r o u r purposes as saving in that year. 

W e t r i e d three marr iage rates as explana tory variables, the cur ren t year's 
marr iage rate, the prev ious year's marr iage rate and the f o l l o w i n g year's marr iage 
rate. O f these, the first ( X 1 3 ) w o r k e d best and emerged as significant i n m a n y 
o f the equations r u n (see, f o r example , equations 22, 23, 24 and 25 o f Tab le 1). 
I n a l l cases, h o w e v e r , the coefficient was negative, and the results suggested tha t 
a rise o f o - i percentage points i n the cur ren t marr iage rate w o u l d i n v o l v e a f a l l 
o f 0'2—0-3 percentage poin ts i n the savings r a t io . A t first s ight this is a surpr is ing 
result b u t , o n ref lect ion, i t seems ent i re ly reasonable, g i v e n tha t the year o f 
marr iage is a year o f h i g h expendi ture o n cur ren t goods and services fo r the 
parties i n v o l v e d . E x c e p t i o n a l l y large expenditures are i n c u r r e d i n respect o f the 
w e d d i n g recept ion , bride 's trousseau, h o n e y m o o n , etc., and i n mos t cases these 
far exceed the cur ren t savings under taken b y the parties i n tha t year. 

T h i s ties i n v e r y w e l l w i t h o u r results fo r the lagged marr iage rate ( X 1 4 ) w h i c h 
was f o u n d to have a pos i t ive effect o n the savings r a t io , t h o u g h i n the equations 
w e ran the coefficient was general ly signif icant o n l y at the 10 per cent o r 20 
per cent level . (See equa t ion 12 o f Tab le 1.) I t seems plausible that after sub
stantial net dissaving i n the year o f marr iage , the f o l l o w i n g year should be one o f 
compara t ive re t renchment i n c o n s u m p t i o n as hire-purchase debts are p a i d off, 
savings refurbished and responsibi l i ty under taken i n m a n y cases fo r repayment 
o f mor tgage debt . 

T h e log ic o f the f o l l o w i n g year's marr iage rate as an explana tory variable fo r 
cur ren t savings, is tha t people t end to save i n an t ic ipa t ion o f marr iage and the 
variable m a y be regarded as an expectat ional one. I t d i d n o t w o r k v e r y w e l l , 
h o w e v e r , the regression coefficient never achiev ing significance at m o r e than 
about the 20 per cent level , and h a v i n g consistently a negative sign instead o f the 
ant ic ipated pos i t ive one. 

I t m a y w e l l be that the marr iage rate is o n l y a f o r m o f p r o x y fo r other m o r e 
p o w e r f u l influences affecting the savings ra t io . O n e such variable is the rate o f 
change i n p o p u l a t i o n , discussed nex t . Before l eav ing the marr iage rate, h o w e v e r , 
i t m a y be n o t e d tha t the significance o f the coefficient o f X 1 3 d i d n o t i n any case 
surv ive the i n t r o d u c t i o n o f the rate o f change i n p o p u l a t i o n as an explana tory 
variable. See, f o r example , equa t ion 15 o f Tab le 1. : 



Rate of Change in Population 

I t has been suggested that i n some circumstances a h i g h rate o f change i n 
p o p u l a t i o n w i l l be beneficial to savings. T h u s , C o l i n C l a r k argues: 

; . "Populat ion g r o w t h , other things being equal, is found to have a positive effect upon 
savings. This indeed is to be expected, on the grounds, amongst others, that a slow 

s g r o w i n g population w i l l have a higher propor t ion o f o ld people, w h o tend to 
consume rather than save capital; that parents o f larger families, may make more 

• effort to save for them; and, perhaps most important , that w i t h larger families 
younger men expect less inheritance, and therefore have to make greater efforts 
to accumulate for themselves." 1 8 

A n d i n a cross c o u n t r y regression analysis he f o u n d that 

" . . . a 20 per. cent rise i n real income per head. . . raises the percentage o f national 
income saved b y 0-38. A 20 per cent per decade population g r o w t h raises the 
percentage saved b y 2 . " 1 9 

, N o t everyone w o u l d agree that p o p u l a t i o n g r o w t h is favourable to saving, and 
there are u n d o u b t e d l y circumstances whe re , at v e r y l o w i n c o m e levels, r ap id 
p o p u l a t i o n g o w t h has an adverse i m p a c t o n saving. I t should also be no ted that 
C l a r k was m a i n l y concerned w i t h l o n g e r - t e r m changes over decadal periods. 
T h u s the fai lure t o ob t a in signif icant results us ing annual t i m e series w o u l d n o t 
necessarily d isprove his hypothesis. M o r e o v e r , the reasons he gives fo r the effect 
o f p o p u l a t i o n g r o w t h o n savings are p a r t l y related t o dependency considerations, 
w h i c h <we have already t r i e d t o take i n t o account w i t h X 1 2 . Hence i t is a l l the 
•more interes t ing that the cur ren t annual percentage change i n p o p u l a t i o n ( X 1 5 ) 2 0 

.consistently emerged as h a v i n g a h i g h l y signif icant pos i t ive effect o n the savings 
' r a t i o , and tha t i t d i d n o t detract f r o m the significance o f the dependency r a t i o . 2 1 

T h i s m a y be seen f r o m equat ion 13 reproduced b e l o w , and other equations i n 
-Table 1. - / 

Y = 2-02 + 0*089 ^ 1 + 0-619 X 2 — 1-053 X 9 + 0-921 Xu — 21-791 X 1 2 

' . • ' (3*09) (3-93) . (2-36) (3-64) • (2-64) 

• + 1-701 X 1 5 -* (13) 
• (2-76) 

R = -948 s.e. = 0-738 J 7 = 1 9 - 4 1 T = 9 

n 18. Col in Clark, Population Growth and Land Use (London: Macmillan, 1967),^. 267. 
, 19. Ibid., p. 268. „, , ; . 

20. W e ' used the Apr i l population figures (generally called "mid-year"), so that strictly it 
might be said that there is a i a g o f over half a year in this variable. • • 1 . 

a i . W e also tried the level o f population, but this gave totally non-significant results. 



I t mus t be emphasised that the p o p u l a t i o n change variable i n I re land d u r i n g o u r 
p e r i o d differs f r o m mos t other countries i n t w o i m p o r t a n t respects. First, va r i a 
t ions i n the rate have p r o b a b l y been far greater, the years 1949-61 be ing charac
terised b y falls i n popu la t i on , the size o f w h i c h va r ied considerably, and the 
years 1962-68 b y p o p u l a t i o n increases w h i c h also va r ied somewhat . A second, 
b u t related, difference is that variat ions i n the rate o f change i n p o p u l a t i o n have 
been o v e r w h e l m i n g l y due to variat ions i n e m i g r a t i o n . I n l i e u o f p o p u l a t i o n 
change, w e t r i ed the e m i g r a t i o n rate (i.e. cur ren t e m i g r a t i o n as a percentage o f 
last year's popu la t i on ) . T h e simple cor re la t ion be tween this variable, X 1 6 , and 
the p o p u l a t i o n change variable, X15', is — 0.992, and the standard dev ia t ion o f 
X 1 6 , 0-449, is close t o the standard dev ia t ion o f X 1 5 , 0-499. N o t surpr is ingly , 
therefore, X 1 6 per forms i n m u c h the same w a y as X 1 5 , w i t h o f course the opposite 
sign. Sometimes one and sometimes the o ther gives f rac t iona l ly bet ter results, 
b u t o n balance X 1 5 seemed to be m a r g i n a l l y the better variable. T h e performance 
o f X 1 5 and X 1 6 m a y be seen b y c o m p a r i n g , f o r instance, equat ion 14 and equat ion 
13-

Y = 5-21 + 0-095 X x + 0-618 X 2 - 1-144 X ) + 0-979 Xu - 23-751 X l 2 

(3-32) (3*85) (2-53) (3-76) (2-87) 

- 1*743 Xu (14) 
(2-6!) 

R = -946 s.e. = 0-753 F = 18-57 r = 9 

I t is generally t h o u g h t that the h i g h age dependency ra t io i n I re land has been 
caused m a i n l y b y emig ra t i on . Hence i t is perhaps surpris ing that X 1 5 (or X 1 6 ) 
performs so w e l l w i t h X 1 2 , o u r e m p l o y m e n t dependency ra t io . H o w e v e r , the 
s imple cor re la t ion be tween the e m i g r a t i o n rate and the e m p l o y m e n t dependency 
variable is negative, — 0-34, t h o u g h n o t significant at the 5 per cent level . Th i s 
negative cor re la t ion m i g h t b y t h o u g h t t o arise f r o m the fact that X 1 2 is influenced 
b y variat ions i n u n e m p l o y m e n t . H o w e v e r , the co r re la t ion be tween the e m i g r a 
t i o n rate and the l abour force dependency ra t io , w h i c h is n o t affected b y var ia 
t ions i n u n e m p l o y m e n t and almost cer ta inly m i r r o r s closely the variat ions i n the 
age dependency ra t io , is also negative (r = — 0-44)."While n o t d e n y i n g that the 
l o n g - t e r m rise i n the dependency ra t io m a y be caused b y emig ra t i on , i t does 
seem that p o p u l a t i o n change (or the e m i g r a t i o n rate) exerts an influence o n savings 
o ther than b y its effect o n dependency .Wha t factors under l i e this influence? 

O n e i m p o r t a n t factor n o t of ten m e n t i o n e d b y economists i n connec t ion w i t h 
savings, m i g h t be na t ional mora l e o r confidence about the fu ture . I t is p r o b a b l y 
t rue t o say that n o factor gave rise t o so m u c h g l o o m and despondency i n the 
1950's as the h i g h and r i s ing level o f e m i g r a t i o n ; and n o factor was m o r e inf luent ia l 
i n res tor ing na t iona l self-confidence than the ' r educ t ion i n emig ra t i on , w h i c h 
fe l l t o some extent after 1958 b u t m o r e especially after 1962. I t is plausible t o 
argue that people m a y be less w i l l i n g t o save w h e n confidence about the economic 
fu ture o f the c o u n t r y is weak , and w h e n they k n o w that, n o mat te r w h a t savings 



they make to p r o v i d e fo r the educat ion and welfare o f their ch i ld r en , a large 
p r o p o r t i o n o f the f a m i l y is g o i n g t o have to emigrate a n y w a y . A d m i t t e d l y this 
is a somewhat l o n g e r - t e r m influence and i t is rather surprising that i t w o u l d 
s h o w u p i n an annual t i m e series analysis. 

Fur ther l i g h t is t h r o w n o n the behaviour o f the p o p u l a t i o n g r o w t h variable 
(or the e m i g r a t i o n variable) o n savings b y reason o f the fact that, w h e n used 
w i t h the alternative f o r m u l a t i o n o f the income variables, i t consistently destroys 
the significance o f the non-ag r i cu l tu ra l i ncome per capita variable w h i l e r e t a in ing 
its o w n s ignif icance. 2 2 Th i s was so whe the r w e used the current o r lagged value 
o f non-ag r i cu l tu ra l i ncome per capita (X5 o r X 8 ) , as m a y be seen, fo r example, 
b y c o m p a r i n g equations 16 and 17, o r 19 and 20 i n Tab le 1. I t w o u l d appear, 
therefore, that p o p u l a t i o n g r o w t h m a y be p a r t l y a p r o x y for X5 (or X8), b u t 
that i t also gives representation to forces affecting savings that cannot be caught 
b y X 5 itself. T w o reasons m a y be suggested w h y this is so. 

O n e is that w h e n e m i g r a t i o n falls, this means that a l o t m o r e o f the o u t f l o w 
f r o m agr icul ture f i n d j obs i n the non-ag r i cu l tu ra l sector i n I re land. I n fact, 
reduced e m i g r a t i o n almost cer ta in ly means a rise i n the p r o p o r t i o n o f the n o n -
agr icu l tu ra l p o p u l a t i o n o f those c o m i n g d i rec t ly f r o m a f a r m b a c k g r o u n d . 
A l t h o u g h , as w e suggested earlier, those leav ing agr icul ture m a y n o t have done 
m u c h saving there because they were p r o b a b l y at the lowes t levels i n the range 
o f ag r i cu l t u r a l i n c o m e per capita, w h e n they m o v e to a h igher level o f income 
per capita i n the non -ag r i cu l tu r a l sector they m a y car ry w i t h t h e m the h igher 
savings propens i ty o f the f a r m i n g c o m m u n i t y . I f o u r a r g u m e n t so far holds, 
reduced e m i g r a t i o n therefore impl ies an u p w a r d shift i n the savings propens i ty 
o f the non -ag r i cu l t u r a l c o m m u n i t y w h i c h cannot be measured b y using n o n -
agr icu l tu ra l i ncome per capita w i t h o u t d i s t inc t ion o f . income recipient . 
- A n o t h e r reason is that the level o f consumpt ion i n the n o n - f a r m i n g sector i n 

I re land m a y be influenced b y the leve l o f c o n s u m p t i o n i n the U K . I n that case, 
the savings ra t io w o u l d t end to v a r y n o t j u s t w i t h the level o f non-ag r i cu l tu ra l 
i n c o m e per capita i n I re land b u t w i t h its leve l relat ive to i n c o m e per capita i n the 
U K . W h e n i n c o m e per capita is re la t ive ly h i g h i n the U K (and the level o f c o n 
s u m p t i o n is, therefore, l i k e l y t o be re la t ive ly h i g h even i f the savings ra t io there 
rises) at the same t i m e as i n c o m e per capita is r e la t ive ly l o w here, t hen i f I r i sh 
c o n s u m p t i o n i n the non -ag r i cu l tu r a l sector is influenced b y the U K level o f 
c o n s u m p t i o n , the ra t io o f non -ag r i cu l tu r a l savings t o non -ag r i cu l t u r a l i ncome 
w o u l d be l o w e r than w o u l d o therwise be expected. 2 3 ! N o w i t is precisely w h e n 
non -ag r i cu l t u r a l i n c o m e per capita is re la t ive ly l o w i n I re land and re la t ive ly 
h i g h i n the U K that one w o u l d expect e m i g r a t i o n - to be greatest. T h i s is so 

22. T h e population growth variable does not, however, detract from the significance of X 6 , 
farmers' income per capita, or X , , total income per capita. 

23. It may be asked why should the U K level o f consumption influence the level of consumption 
in the non-agricultural sector but not in the agricultural sector in Ireland? One obvious answer is 
that the influence o f British communications media is far less in rural Ireland than in urban Ireland, 
particularly the large urban areas of the east coast. r 



n o t o n l y due to the " p u l l " o f relat ive incomes b u t also because years o f re la t ive ly 
l o w non -ag r i cu l t u r a l i n c o m e per capita i n I re land were also years o f depression 
w h e n j o b oppor tun i t i es were scarce so tha t the " p u s h " factors i n e m i g r a t i o n 
were m o s t s t rong ly ope ra t i ve . 2 4 

T o s u m up , the influence o f non-ag r i cu l tu ra l i n c o m e per capita o n the savings 
ra t io m a y be compl ica ted b y (a) the c o m p o s i t i o n o f persons i n receipt o f such 
income , and (b) the level o f such i ncome relat ive to i n c o m e per capita i n the 
U K . For the reasons g iven above, p o p u l a t i o n g r o w t h (or the e m i g r a t i o n rate) 
m a y encompass these influences. I t m a y , also, exercise an influence o n savings 
b y affecting confidence, and p r o b a b l y i n o ther ways that have n o t occurred to us. 

7. MONETARY VARIABLES 

Credit 
W e tested the effect o n the savings ra t io o f the f o l l o w i n g credi t variables, a l l 

i n the f o r m o f the percentage change d u r i n g the year: to ta l gross credit , t o t a l 
net credi t , p r iva te gross credi t and pr iva te net credi t . W e also t r i e d the rate o f 
change i n to ta l net credi t lagged b y one year. M o r e o v e r , since i n t w o o f the years 
(1951 and 1955) i n w h i c h the savings ra t io was re la t ive ly l o w , there were iarge 
increases i n to ta l net credi t i n the cur ren t and preceding year, w e t r i e d also a 
t w o - y e a r rate o f change i n to ta l net credi t as an al ternative to using the cur ren t 
and lagged values. 

A f e w w o r d s o f explanat ion are i n order i n regard t o these variables. T o t a l 
gross credi t is the a m o u n t o f bi l ls , loans, advances and investments o f the 
Associated Banks. T o t a l net credi t is the difference be tween gross credi t and 
interest-bearing deposits. B y pr iva te credi t is meant here the difference be tween 
to t a l credi t and the a m o u n t extended to the G o v e r n m e n t . I n a l l cases the change 
d u r i n g the year was based o n the difference be tween the end-December f igures 
o f the current and previous year. There is a d i f f i cu l ty i n calculat ing a rate o f 
change i n net credi t , since i n the early years the level o f net credi t was negat ive. 
W e related, i n this case, the absolute change i n the level o f net credi t to the leve l 
o f gross c r ed i t . 

There is a danger i n using the change i n net credi t to expla in savings behaviour 
that w e m a y be exp la in ing a change i n savings pa r t l y i n terms o f a change i n 
savings! Since interest-bearing deposits is a savings m e d i u m , a rise i n net credi t 
tha t results f r o m a fa l l i n such deposits m a y d i rec t ly represent a fa l l i n savings. 
Th i s is n o t necessarily so, however , since interest-bearing deposits m a y fa l l also 
because people are t ransferr ing savings f r o m this m e d i u m to another m e d i u m . 

24. The correlation between the emigration rate and non-agricultural real income per capita is 
strongly negative, —0-71, despite the fact thata rise in emigration, insofar as it represents emigration 
from the non-agricultural sector, has the statistical effect of raising real income per capita, which 
makes for a positive correlation. T h e correlation between the emigration rate and farmers' real 
income per capita is rather lower ( — 0-63). 



I n any event, w e feel ju s t i f i ed i n using net credi t as ah independent exp lana tory 
variable i n v i e w o f the impor tance attached b y the Cent ra l B a n k t o its effect o n 
spending. Thus the G o v e r n o r o f the Centra l B a n k argues: 

" N e t credit creation increases the flow o f expenditure and, i n a situation i n w h i c h 
prices are already rising, such an increase makes a positive contr ibut ion to inflation. 
I t makes i t possible to spend more than we can afford on consumption purposes and 
to have cost increases passed on as price increases, to ment ion just t w o o f the 
undesirable effects". 2 5 

T h e results o f o u r tests m a y be summarised br ief ly as f o l l o w s . N e t credi t 
w o r k e d better than gross credit , the current rate o f change w o r k e d better than 
the lagged rate o f change o r the t w o - y e a r rate o f change, and pr iva te net credi t 
w o r k e d better t han to ta l net credi t . T h o u g h i n a l l cases the coefficient o f the rate 
o f change i n p r iva te net credi t ( X 1 7 ) had the expected negative sign (i.e. the h igher 
the rate o f change i n credi t the l o w e r the savings ra t io ) , the coefficient d i d n o t 
emerge as f u l l y significant i n m a n y o f the equations. H o w e v e r , i n a n u m b e r o f 
the equations quo ted i n Tab le I the coefficient o f Xtl can be seen t o be f u l l y 
significant. (See equations 2 1 , 28, 30, 3 1 , and 32.) T h e effect o n the savings ra t io 
is, however , compara t ive ly small . T h e results generally suggest that a rise o f 1 
percentage p o i n t i n the rate o f change o f pr iva te net credi t causes a fa l l o f rather 
less than o - i percentage points i n the savings r a t i o ; and, j u d g i n g f r o m the beta 
coefficients w e calculated (not s h o w n here), the relat ive impor tance o f credi t i n 
exp la in ing the increase i n the savings ra t io is small . I t should be added, however , 
t ha t i n some i n d i v i d u a l years the effect w o u l d be large because the rate o f change 
i n net credi t can sometimes alter v e r y considerably. 

W e m i g h t have achieved m o r e p o w e r f u l results had w e used the rate o f change 
i n the averages o f the t w e l v e months ' figures, t h o u g h w e ha rd ly t h i n k this w o u l d 
make an enormous difference. W e m i g h t also have done better i f w e had used 
some measure o f personal credi t rather than pr ivate credi t (i.e. b y o m i t t i n g , as 
w e l l as G o v e r n m e n t credit , credi t fo r business, chu rch b u i l d i n g , etc.), t h o u g h 
there is an au thor i ta t ive B o d y o f o p i n i o n i n favour o f the m o r e aggregate credi t 
variable. The re are also problems i n ge t t ing a cont inuous series fo r personal credi t 
that w o u l d be relevant here. 

Hire-Purchase 
W e t r i e d t w o hire-purchase variables. O n e was the ra t io o f hire-purchase 

debt outs tanding at the end o f the year to to ta l personal consumpt ion . T h e 
a rgumen t here w o u l d be that w h e n hire-purchase credi t was freely available, 
t h o u g h c o n s u m p t i o n w o u l d rise as w e l l as hire-purchase debt, the latter w o u l d 
rise m o r e than the f o r m e r . Thus the ra t io w o u l d rise and m i g h t be expected to 
be negat ively related to the savings ra t io . T h i s variable d i d n o t w o r k v e r y w e l l , 

25. T-. K . Whitaker, "The Role o f the Central Bank", Centra! Bank of Ireland, Quarterly 
Bulletin, Spring 1970, p. 73. ' j ' ' 



the regression coefficient be ing general ly posi t ive and non-s ignif icant . As an 
alternative w e t r i ed the rate o f change i n hire-purchase debt outs tanding. T h i s 
w o r k e d rather better, b u t its regression coefficient o n l y emerged s ignif icant ly 
negative w h e n the rate o f change i n credi t ( X 1 7 ) was absent, and ou r tests general ly 
suggested that X17 was the better variable. 

Money Supply 
T h e rate o f change i n m o n e y supply m i g h t a priori be expected t o w o r k better 

than the rate o f change i n net credi t . T h e Cent ra l B a n k regard credi t c o n t r o l as 
opera t ing o n expendi ture b y inf luencing the supply o f m o n e y : 

" M o n e t a r y po l i cy i n 1970/71 w i l l cont inue to be i m p l e m e n t e d p r i m a r i l y t h r o u g h 
contro l o f Associated B a n k lending. Since its p r o x i m a t e objective is to f ix the 
a m o u n t o f m o n e y i n the e c o n o m y , po l i cy w i l l be directed to influencing net l ending 
b y the Associated B a n k s , that is to say, the excess o f their gross lending over the 
increase i n their deposit a c c o u n t s . " 2 6 

I n fact, whereas there is a significant negative cor re la t ion (r = — 0-49) between 
the savings ra t io and the rate o f change i n net p r iva te credi t , there is a positive 
cor re la t ion be tween the savings ra t io and the rate o f change i n m o n e y s u p p l y 2 7 

that is almost significant at the 5 per cent leve l (0-42). T h i s is despite the fact 
that the m o n e y supply figures have the advantage that they are an average o f 
the year as a w h o l e , whereas the credi t figures used here are based o n l y o n the 
end-December figures. The re was n o cor re la t ion be tween the rate o f change i n 
m o n e y supply and the rate o f change i n pr iva te net credi t ( r = 0-06). I n n o case 
that w e t r i e d d i d the regression coefficient o f the m o n e y supply variable emerge 
as significant. * 

Interest Rates 
Interest rates are of ten t h o u g h t to affect savings, t h o u g h there is some c o n t r o 

versy over whe the r the effect w i l l be posi t ive o r negative. O n the one hand, a 
rise i n interest rates m a y encourage people t o save m o r e because the r e w a r d is 
greater, suggesting a posi t ive re la t ion. M o r e o v e r , a rise i n interest rates tends to 
l o w e r capital values, and i f the "real balance" effect is operat ive, people w i l l react 
b y replenishing their reduced real capital , again suggesting a posi t ive effect. 
O n the other hand, insofar as people save fo r a g i v e n m o n e t a r y r e tu rn , a rise i n 
interest rates m a y discourage savings because i t is possible to p r o v i d e fo r the 
g iven i n c o m e b y a smaller a m o u n t o f savings. I t is fair to say, howeve r , that the 
m a j o r i t y o p i n i o n is i n favour o f the predominance o f the posi t ive effect. 

O n e d i f f icu l ty i n testing this hypothesis is w h i c h interest rate to use. 'The s i m 
plest one available is the bank overdraf t rate, and t h o u g h this is a rate at w h i c h 

26. Central.Bank of Ireland, Quarterly Bulletin, Spring 1970, p. 12. 
27. T h e money supply was taken on the basis adopted by the Central Bank, using the adjusted 

figures as given in Appendix Table 3 of the Quarterly Bulletin, Spring 1970. ; 



persons b o r r o w rather than l end o r invest, i t m a y reasonably be assumed t o m o v e 
i n l ine w i t h n o m i n a l interest rates generally. W e go t n o significant results, h o w 
ever. T h e regression coefficient was usually negative rather than the m o r e gener
a l ly expected posi t ive value, b u t n o t m u c h impor tance can be attached to this 
since the regression coefficients were i n al l cases non-signif icant . I t m a y be n o t e d 
that the s imple cor re la t ion be tween the savings ra t io and the n o m i n a l interest 
rate was s ignif icant ly posi t ive (o-6o). 

A t this stage o f o u r i n q u i r y , F inola K e n n e d y r e m i n d e d us o f someth ing that 
w e o u g h t to have recalled ourselves, namely , that insofar as savings v a r y i n response 
t o changes i n interest rates, they are l i k e l y to do so i n re la t ion to some k i n d o f 
real interest rate rather than a mone t a ry or n o m i n a l interest rate. H e r suggestion 
was to t r y an interest rate corrected fo r changes i n the general pr ice level and 
a l l o w i n g fo r the appropriate tax deduc t ion . W e f o u n d no w a y o f a l l o w i n g fo r 
variat ions i n the a m o u n t o f tax deducted f r o m interest receipts, t h o u g h o u r 
findings o n i n c o m e tax w o u l d seem to bear o u t her p o i n t generally. W e d i d t r y , 
h o w e v e r , the interest rate minus the rate o f change i n c o n s u m p t i o n prices, w h i c h 
m a y be l o o k e d o n as a f o r m o f real interest rate ( X 1 8 ) . Th i s variable w o r k e d 
qui te w e l l , emerg ing as significant i n m a n y o f the equations t r i e d and always 
w i t h the expected posit ive, sigh. (See, fo r example, equat ion 23 o f Table 1.) T h e 
results general ly suggested that a one percentage p o i n t rise i n the real interest 
rate leads to a rise o f a lmost 0-2 percentage points i n the savings ra t io . T h e relat ive 
impor tance o f the variable as j u d g e d b y the beta coefficients was n o t great, h o w 
ever. 

Rate of Change in Prices 
Ris ing prices themselves are t h o u g h t to have an adverse impac t o n savings. 

Thus , i n the 1966 B u d g e t speech the M i n i s t e r fo r Finance stated, " I a m convinced 
tha t n o t h i n g c o u l d be m o r e conduc ive t o a r enewed interest i n saving than a s lower 
rate o f increase i n p r i ces" . 2 8 H o w e v e r , this effect .may be a l o n g - t e r m one and 
m a y n o t show up i n annual t i m e series. I n o ther w o r d s , a h i g h price rise i n one 
year m a y have no measurable effect o n savings, b u t a succession o f large pr ice 
increases m a y eventual ly cause a shift i n saving behaviour . I t is also possible 
that prices m a y affect m o r e the disposi t ion o f savings than the a m o u n t o f savings: 
r i s ing prices m a y , fo r example , shift savings away f r o m fixed-interest investments 
t o w a r d assets that p r o v i d e p ro t ec t i on against in f l a t ion , w i t h o u t appreciably 
l o w e r i n g the overa l l savings: ra t io . 

T h e s imple cor re la t ion be tween the savings ra t io and o u r price variable ( X 1 9 ) — 
the annual 'percentage change i n the price o f to ta l personal consumpt ion—was 
posi t ive (0*18) b u t non-s ignif icant . I n a n u m b e r o f equations, the regression co 
efficient o f X 1 9 was non-s ignif icant b u t i t d i d emerge i n others as f u l l y s ignif icant 
and w i t h the expected negative sign. (See, f o r instance, equat ion 25 o f Tab le 1.) 
I t should be n o t e d that this variable per forms almost the same as the real interest 

28. Budget 1966, p. 24. 



rate ( X 1 8 ) . T h e reason -is that the variance o f the price change variable is far 
greater than the variance o f the n o m i n a l interest rate. Thus fluctuations i n the real 
interest rate ( X 1 8 ) , w h i c h is equal to the m o n e y interest rate less the pr ice change, 
are domina t ed b y fluctuations i n X 1 9 . T h e standard deviations o f X 1 8 and X 1 9 

are almost identical—2-43 and 2*33, respect ively—and the variables are v e r y 
h i g h l y correlated. N o t surpr is ingly they w i l l n o t w o r k i n the same equat ion, so 
that a choice mus t be made between t h e m . General ly, t h o u g h n o t always, the 
real interest rate w o r k e d s l igh t ly bet ter—compare equations 31 and 32 o f Tab le 
1, f o r example . H o w e v e r , w e can reconcile the t w o variables, and the somewhat 
better performance o f the real interest rate, b y recognis ing that prices affect 
savings m a i n l y t h r o u g h their effect o n the real interest rate. I n other w o r d s , 
h i g h pr ice increases discourage those savings w h i c h , i f they are to be made at a l l , 
w i l l t end to be invested m a i n l y i n f ixed-interest assets and are therefore mos t 
l iable to be influenced b y the re la t ion be tween n o m i n a l interest rates and the 
rate o f change i n prices. 

8. OTHER EXPLANATORY VARIABLES 

Unemployment Rate 
T h e u n e m p l o y m e n t rate was tested as an explanatory va r i ab l e . 2 9 O u r expecta

t i o n was that i f this we re significant, the effect o n the savings ra t io w o u l d be 
negative. A rise i n the u n e m p l o y m e n t rate means that a h igher p r o p o r t i o n o f 
the w o r k force is i n receipt o f a l o w e r than n o r m a l i ncome . Since the u n e m p l o y e d 
w o u l d tend t o reduce consumpt ion less than p ropo r t i ona t e ly w i t h i ncome , the 
savings ra t io w o u l d t end to fa l l . O f course, i t m a y w e l l be that those liable to be 
u n e m p l o y e d w o u l d n o t t end to save even w h e n e m p l o y e d , so that there m i g h t 
be n o effect o n the savings ra t io . T h e simple cor re la t ion be tween the savings 
ra t io and the u n e m p l o y m e n t rate was negative (— 0*35), t h o u g h n o t s ignif icant 
at the 5 per cent level . N o significant regression coefficient emerged i n the f e w 
equations w e ran w i t h this variable. W e d i d n o t test i t extensively since w e 
believe w e have already taken i t i n t o account i n o u r dependency ra t io ( X 1 2 ) . 

Housing 
For a va r i e ty o f reasons some hous ing variable m i g h t plausibly influence 

savings. A b r a m s argues, f o r instance, that "a hous ing p r o g r a m can also p lay an 
i m p o r t a n t pa r t i n deve lop ing savings and i n releasing u n p r o d u c t i v e capital i n t o 
the economy. People w i l l save for hous ing even w h e n they m i g h t n o t save 
for anyth ing else". 3 0 Persons purchasing a house o n a mor tgage must usually 
make a deposit, and this forces m a n y to save w h o m i g h t n o t otherwise do so. I n 
subsequent years, mor tgage repayments m a y also generate n e w savings. 

29. The variable used was the non-agricultural unemployment rate from Table 5 of R. C . Geary 
and J . G . Hughes, "Certain Aspects of Non-Agricultural Unemployment in Ireland" (Dublin: 
E S R I , Paper N o . 52, February 1970). 

30. Charles Abrams, Housing in the Modern World (London: Faber and Faber, 1964), p. n o . 



I t is n o t clear w h i c h hous ing variable w o u l d be mos t appropr ia te . O n e possi
b i l i t y w o u l d be- the stock of . owner -occup ied houses, o r the ra t io o f o w n e r 7 

occupied houses t o the to ta l hous ing -stock. U n f o r t u n a t e l y n o such data are 
available except fo r Census o f Popu la t ion years. The 'va r i ab l e w e t r i ed was the 
v o l u m e o f non -Loca l A u t h o r i t y housebui ld ing each year (i.e. the v o l u m e o f 
gross investment i n hous ing less inves tment i n L o c a l A u t h o r i t y housing) . T h i s 
variable is h i g h l y and pos i t ive ly correlated w i t h the savings ra t io (r = 0-71). I t 
c o u l d be argued, , however , t ha t this cor re la t ion reflects ho m o r e than the fact 
that gross investment i n hous ing m i r r o r s the ups and downs" i n the e c o n o m y 
and is v e r y h i g h l y correlated w i t h other variables that m o r e . immed ia t e ly 
influence the savings r a t i o : fo r example, the cor re la t ion between the hous ing 
variable and the level o f real i n c o m e per capita ( X x ) is o*oo. 3 1 I n any event, the 
regression coefficient o f the hous ing variable was non-s ignif icant i n ou r tests. 
Th i s m a y be because the effect o f hous ing o n savings is already taken i n t o account 
i n other variables such as real i ncome per capita o r the lagged marr iage rate. T h e 
cor re la t ion be tween the hous ing variable and the lagged marr iage rate is 0-74. 

• 9- CHOICE OF BEST EQUATION 

As p o i n t e d o u t earlier, w e were as m u c h concerned w i t h testing a var ie ty o f 
explana tory variables as w i t h f i n d i n g one best equat ion . H o w e v e r , o f the equa
tions w e ran, the one that seemed best to us is N o . 32 o f Table 1, reproduced 
b e l o w . 3 2 , 

Y = 13-08 + 0-135 X1 + o-6oo X 3 — 1-972 X 9 + 1-024 Xn 

(5-98) , . , (6-13) (6-14) , (5-27): 
2-071 0-922 1*546 .1*343 

- 30*857 ^12 + I -966 X 1 5 - 0-073 Xl7 + o - t i i X 1 8 • (32) 
(5*i7) (4*55) (2*85) ( i -94) 
1-702 0-525 0-252 0-140 

R = -980 s.e. = 0-509 F = 32-60 T — 11 _ 

31. W e feel, however, that a complex set of dynamic interrelationships underlie these correla
tions. I f real income is depressed this wi l l tend to depress savings and, therefore, housing activity. 
But , more important perhaps, when housing is depressed, whether- due to a fall in real income, or 
population decline, or lack of credit, this has tended to depress demand and real income. W e 
explore these interactions further in a forthcoming E S R I paper, "Domestic Demand, Exports 
and Economic Growth in Ireland in the Post-War". 

32. O u r criterion o f selection is primarily s.e. W e recognise, of course, that in picking a "best" 
equation out of some 400 trials, classical probabilities associated with t, F and T are not applicable, 
but we have given these statistics in a comparative empirical spirit. 



T h e first six explana tory variables are significant at the o - i per cent level , X 1 7 

is significant at the 2 per cent level , and X 1 8 at the 10 per cent level . X 1 8 m a y be 
d r o p p e d i f desired leav ing a l l coefficients significant at, at least, the 2 per cent 
level—see equat ion 28 o f Table 1. H o w e v e r , as X 1 8 is f u l l y significant i n o the r 
equations, and as its inc lus ion increases the significance o f a l l o f the o ther 'co
efficients and reduces the s tandard e r ror o f estimate, w e prefer equat ion 32 t o 
equat ion 28. T h e beta coefficients are s h o w n underneath the t-rat ios. I t m a y be 
no ted that X 3 , the farmers ' m o n e y i n c o m e share, performs here m u c h better 
than X 2 , the farmers ' t o t a l i ncome share—compare equations 32 and 29. I f the 
stock i n c o m e share ( X 4 ) is added to equat ion 32, i t d is improves the equat ion, and 
the coefficient o f X 4 i t se l f is non-signif icant , as m a y be seen i n equat ion 30. 

Purists m a y object to i n c l u d i n g as m a n y as e ight explana tory variables w i t h 
o n l y 20 observations. O u r eminent colleague, D r Geary, advises research 
w o r k e r s to be suspicious o f equations that have m o r e than three o r fou r explana
t o r y variables. O n this v i e w , equations 1, 8, 21 or 22 m i g h t seem m o r e desirable. 
H o w e v e r , savings behaviour is clearly a c o m p l e x p h e n o m e n o n influenced b y a 
great va r i e ty o f factors. W e feel that al l o f the variables inc luded i n equat ion 32 
can plausibly be said to represent forces opera t ing o n the savings ra t io and w e are 
rather pleased to have established the i r significance i n the one equat ion . Indeed 
o u r regret w o u l d be that i n the absence o f a s t i l l greater va r i e ty o f experience 
that w o u l d be g i v e n b y a larger n u m b e r o f observations w e are unable t o establish 
the significance i n the one equat ion o f other variables that m a y have some i m p a c t 
o n the savings ra t io . W e t h i n k , however , w e have established the ma jo r ones. 

10. FIRST-DIFFERENCE RESULTS 

W i t h one except ion w e d i d n o t exper iment w i t h al ternative specifications o f 
the savings variable o r al ternative forms o f regression equat ion (e.g. log- l inear 
etc.). T h e except ion was that w e carr ied o u t a l i m i t e d n u m b e r o f tests using first 
differences o f the data used above. T h e results c o n f i r m e d the fo rego ing analysis. 
I n equat ion 33 w e show the result o f regressing the annual first differences o f 
the savings ra t io o n the first differences o f a l l variables g i v e n i n o u r "best" 
equat ion ( N o . 32) fo r the 19 observations 1949/50—1967/68. T h e symbols 
are the same as heretofore except that l o w e r case letters are used to indicate the 
first difference f o r m . 

y = — 0-36 + 0-156 x1 + 0-618 x3 — 1*950 xg + 1-268 x u 

(4-02) (2-92) (2-97) (6-27) 

- 21-657 xi2 + 2-260 x 1 5 - 0-035 * i 7 + 0-074 x16 (33) 
( I - 6 I ) (4-50) (1-19) (0-90) 

R = -962 s.e. = 0-803 F = I 5 ' 6 4 T = 11 



Since the explana t ion o f ' the first differences o f the savings ratio provides a v e r y 
str ingent test, .this result must be regarded as g i v i n g remarkable suppor t t o o u r 
earlier findings. F ive o f the six most significant explana tory variables i n equat ion 
•32 came o u t as significant here, at least, the 5 per cent level , and the s ix th is s ign i f i 
cant at the 20 • per cent level . A l l e igh t variables have the correct s ign and 
ithe size o f the coefficients, is reasonable i n a l l cases i n the l i g h t o f equat ion 32. 
I f w e d r o p f r o m equat ion 33 the three variables ( x 1 2 ' , x 1 7 and x 1 8 ) that are n o t 

-ful ly, significant, w e .get the fo l lowing , - h i g h l y satisfactory, equat ion. 

y = — I - O I + 0-179 * i + 0-385 x 2 —. 1-294 x 9 + i-11.3 x n + 2-215 * i 5 
. (5-07) •.(2-40) (2-49) (6-47) (4-46) 

: - (34) 
R = -951 s.e. = o-8oo F = 24-58 1 T = 7 

. ' H o w e v e r , the variables d r o p p e d here emerge as r qui te significant i n o ther 
equations as m a y be seen f r o m equat ion 35, f o l l o w i n g . 

y = 0-51 -f- 0-120 x 6 — 1-512 x 9 + 1-352 x n — 56-298 x 1 2 

(6-04) -. (2-80) (6-67) (3-85) 
v • • - (35) 

2 - 9 4 7 - X J 3 + 1-549 x 1 5 — 0 - 0 6 5 x l v - 0-187 x 1 8 

. • ; , (2-48) " , . (2-85) (2-2 l ) , ( 2 - I 3 ) 

£ = •963 s.e. = 0-795 F = 15-95 -T = 7 

I n equat ion 35 w e are us ing the alternative f o r m u l a t i o n o f the i n c o m e variables, 
b u t have d r o p p e d non -ag r i cu l tu r a l i ncome per capita ( x 5 ) because, as m e n t i o n e d 
before, i t 'does n o t w o r k . w i t h the p o p u l a t i o n g r o w t h variable ( x 1 5 ) . Indeed, i n 
first difference f o r m , x 5 does n o t w o r k w e l l w i t h o r w i t h o u t x 1 5 . I t m a y also 
be .noted that the cur ren t marr iage rate ( x 1 3 ) per forms w e l l here w i t h x 1 5 whereas 
>vi th . the-earlier data its significance'was i nva r i ab ly destroyed b y x 1 5 . 

' " "1,0 • :•. . . - ' 1.Hz 1 > : u . - • ' • 
r.-r * : . SUB-PERIOD RESULTS 

I t is sometimes said that the structure o f the I r i sh e c o n o m y has -changed so 
m a r k e d l y i n the last ten years o r so compared w i t h earlier that i t is mis leading 
t o use the w h o l e o f the pos t -war p e r i o d to estimate, the parameters o f economic 
relationships. T o say-.that the e c o n o m y has changed m a r k e d l y i n the past ten 
years is manifes t ly t rue , b u t to say that the basic s t ructural responses are comple t e ly 
different seems to us an u n p r o v e d assertion o f w h i c h research w o r k e r s w o u l d be 
w e l l advised t o beware. W h e t h e r o r ' n o t the s t ructural responses have altered is 
an empi r i ca l quest ion, t h o u g h a d m i t t e d l y one that is d i f f icul t t o de te rmine . W e 
carr ied o u t a n u m b e r of-tests w i t h the o r i g i n a l data (i.e. n o t i n - f i r s t difference 



f o r m ) sp l i t t ing o u r - t o t a l p e r i o d ' i n t o t w o ten-year sub-periods, 1949-58 and 
1959-68. T h e best equat ion; w e g o t fo r each sub-per iod f r o m a v e r y . ' l imi ted 
n u m b e r o f tests is g i v e n here. > : 

1949-58 .• 

y = 29-22 + 0-080 X 6 — 2-388X9 + 1-003 Xu — 22-428 X 1 2 + 4-013 X 1 5 

(3-53) (2-34) (5-04) • (3-26) (4*61) 

R = -987 s.e. = 0-451 F = 29-16 T = 6 (36) 

0-084 X 1 7 (37) 
(2-10) • 

R = -965 s.e. = 0-437 F — I 7 " I 4 T = 7 

T h e t roub le abou t this approach is that i t is v i r t u a l l y impossible t o establish 
s t ructural relationships w i t h o n l y ten observations. Y e t the results, such as they 
are, do n o t g ive m u c h suppor t t o the v i e w that relationships that w o r k i n one 
p e r i o d w i l l n o t w o r k i n the other . Three o f the variables that appear as reasonably 
significant i n equat ion 36 (i.e. X 6 , X u , X 1 2 ) also emerge as reasonably significant 
i n equat ion 37. A priori w e w o u l d have t h o u g h t that X 6 , farmers ' real i n c o m e 
per capita, w o u l d be m o r e h i g h l y correlated w i t h the savings ra t io i n the f i rs t 
decade than i n the second, i n v i e w o f the greater impor tance o f agr icu l ture i n the 
early pe r iod . I n fact the reverse is t rue, the cor re la t ion fo r 1959-68 be ing 0-90 
as against 0-64 fo r 1949-58. 

T h e sub-per iod results served t o impress u p o n us, w h a t every research w o r k e r 
k n o w s , that one set o f t w e n t y observations is far better than t w o sets o f ten. 
T h e danger that the parameters m a y have shifted can to some extent be guarded 
against b y careful s tudy o f goodness-of-fit and any patterns, o r o ther s t r i k i n g 
features, i n the residuals. 

12. SUMMARY 

T h e d o m i n a n t var iable i n exp la in ing variat ions i n the personal savings ra t io i n 
I re land is the leve l o f real i n c o m e per capita, b u t s ignif icant ly better results are 
g o t b y dis t inguishing farmers ' i n c o m e f r o m non-agr i cu l tu ra l i ncome . T h e evidence 
is that variat ions i n farmers ' real i n c o m e per capita exert a s t rong influence o n the 
savings ra t io and this is n o t s imp ly , o r even m a i n l y , due to variat ions i n ag r i cu l tu ra l 
stock changes. O u r results also suggest that farmers have a m u c h h igher propens i ty 
t o save than the non -ag r i cu l tu r a l c o m m u n i t y . 

1959^68 

Y = 97-47. + 0-069 X6 + 0-626 X n — 66-970 X 3 

(3-67) (2-40) (2-40) 



T a x a t i o n variables also s t rong ly influence saving behaviour . O u r results 
c o n f i r m w i d e l y - h e l d v i ews that increased direct taxes are unfavourable t o savings 
w h i l e increased indi rec t taxes t end to raise the savings ra t io . 

Several demographic variables also s ignif icant ly affect personal savings, i n 
par t icular the degree o f dependency and the rate o f change i n popu la t i on . A 
rise i n dependency is adverse to savings w h i l e a h igher rate o f g r o w t h o f p o p u l a t i o n 
(or , w h a t comes to m u c h the same t h i n g i n I re land, a r educ t ion i n the e m i g r a t i o n 
rate) is favourable to savings. Var ia t ions i n the marr iage rate also appear to affect 
the savings ra t io , w h i c h responds negat ive ly to changes i n the cur ren t marr iage 
rate b u t pos i t ive ly t o changes i n last year's marr iage rate. 

A rise i n the rate o f increase i n credi t tends t o l o w e r the savings ra t io , t h o u g h the 
effect is n o t large unless there are substantial variat ions i n the rate o f change i n 
credi t . T h e m o n e y interest rate appears to have n o effect o n the savings ra t io , 
b u t w h e n c o m b i n e d w i t h the rate o f change i n prices the resul t ing real interest 
rate has a significant, t h o u g h compara t ive ly small , posi t ive impac t o n the savings 
r a t io . -

F o l l o w i n g o n ou r i n q u i r y , the " n e x t necessary t h i n g " w o u l d appear"to us to be 
a s tudy o f the media t h r o u g h w h i c h personal savings are made. I t is probable that 
interest rates and pr ice changes w o u l d p lay a m o r e i m p o r t a n t ro le i n inf luencing 
variat ions i n the disposi t ion o f savings a m o n g the various savings media . 



APPENDIX T A B L E A : Data for Regression Equations in Table j 1 

'. Y x 2 *4 
x,1 

X, X, x. ^10 Xn x12 

X " 
Xu x„ •̂ 16 X 1 7 •̂ 18 ^19 

°l la £ % % %' £ £ % % % % 
per 

000 % lo la /o la 

1948 1570 5-4 
1949 7-10 1554 25-1 22-98 2-14 167-2 128-5 30-4 5-92 18-s 14-3 1-43 5-4 - 0 - 1 3 4 I - I - I - I 8 5-77 — 0-77 
1950 6 1 6 158-3 ' 22-8 22-36 * 0-48 I75-I 119-5 30-3 5-77 18-5 14-5 1-42 5-4 — 0-403 1-3 1406 3-76 2-24 
1951 5-62 1580 . 23-2 23-48 - 0 - 3 1 173-2 122-2 30-0 6-12 18-3 14-6 1-43 5-4 —0-283 I - I 12-80 - 3 - 0 4 8 04 
1952 9-31 158-4 25-3 24-51 ,0-82 168-0 135-6 29-6 6-38 20-5 18-3 1-47 5 4 - 0 - 2 5 7 1-2 - 4 - 5 2 —2-41 8-16 
1953 9-70 164-5. 2 5 6 24-19 1-42 171-9 146-4 28-8 6-15 20-5 18-8 1-53 5-4 - 0 - 1 3 5 I - I - 5 - o i I - I 8 4-76 
1954 8-20 164-7 23-3 24-11 —0-78 177-0 134-3 28-7 6 2 5 20-4 18-0 1-53 5-4 — 0-271 1-2 5-70 5-oi 0-59 
1955 6-54 171-2 . 24'7 23-48 • .1-20. 1805 148-0 28-6 6-21 19-7 17-6 1-55 5-6 —o-68o 1-5 12-46 2-95 2-55 
1956 7-02 168-9 21-8 21-87 — 0-09 184-6 129-7 28-4 5-87 21-7 19-7 1-58 5-8 —0-777 1-7 1-05 3-30 2-95 
1957 9-04 170-2 . 23-5 23-50 — 0-02 180-9 142-7 28-0 6-02 22-1 21-6 1-66 5-1 — 0 4 5 9 1-4 0 2 3 2-30 4-20 
1958 3-83 167-3 2 I - I 2042 0-67 183-7 .125-5 28-1 6 1 1 21-3 21-3 1 67 5 3 — 1-109 2-0 - 1 - 1 7 2-75 3-77 
1959 8-34 177-9 21-8 1965 2-16 192-8 .. 139-3 27-9 5 8 0 22-2 22-2 1-68 5-4 0-245 I I 7-24 5-32 0-43 
i960 7-31 186-7 21-2 20-85 0-32^ 203-4 142-9 27-7 6-31 21-3 21-3 1-68 5 5 — 0-492 1-4 3-72 561 0-79 
1961 9 6 6 198-2 20-7 " 21-20 -r°-54 216-4 150-0 27-3 6-8o 22-0 22-0 1-68 5-4 — 0-484 1-4 — 2-29 4-23 2-33 
1962 933 204-2 1 9 9 . 19-22 ' 0-66 223-6 151-1 26-9 7-05 21 -O 21 0 1 67 5 5 0 4 1 5 o-s 2-18 2-32 3-88 
1963 8-37 208-1 18-6 . . 1803 0-55 230-4 146-1 26-5 7-37 21-7 21-7 1-67 5-5 0-707 0-3 7-24 3-17 2-58 
1964 10-74 222-5 19-2 '17-88 1-30 242-6 164-6 25-9 7-73 23-1 23-i 1-67 5-6 0-491 o-6 9-46 0-22 6-47 
1965 1055 2236 18-2 15-62 2-55 244-5 161-4 25-2 8-33 23 9 2 3 9 1 6 9 5 9 0-419 0-7 — 4-67 2-93 4-32 
1966 9-50 225-9 16-4 • 15-61 0-78 251-5 1488 24-9 9-31 25-5 25-5 1-71 5-8 0-278 0-7 - 5 1 1 4-17 3 3 6 
1967 10-15 231-8 169 17-56 - 0 - 6 6 254-6 I 0 I - I 24-3 10-46 2 6 6 26-6 1-73 6-1 0-520 0 5 — 7-06 4-73 2 9 8 
1968 11-38 248-9 ' 17-3 - 16-77 0-51 270-6 1801 23-9 1065 27-2 27-2 1-73 6-5 0-379 0-6 - 3 - 5 6 4-33 4 0 9 

x See Notes on Sources and Methods following, which explain these variables and their derivation. 
3 X S is the lagged value o f X£, and X u and lagged value of X 1 3 . Here the data are given currently. Thus X 6 is given by the figures for 1949-68 and 

X 8 by the figures for 1948-67 and correspondingly for X 1 3 and X u . 



„ v NOTES ON SOURCES.AND METHODS 
Y: Personal Savings Ratio ' 

Defined as the ratio o f total personal savings to total personal disposable income, both at current values. 
Source: National Income and Expenditure, 1968 (NIE 1968). 

X1: Real Personal Disposable Income per Capita' • •• - , "* 
Personal disposable income per head of population deflated by the implicit price of personal consumption. 
Source: NIE 1968 for income arid price figures.'.POpulation.figures are A p r i l estimates (commonly referred 

to as mid-year) from Report on Vital Statistics up to 1967 and Department of Finance, Review 0/1969 and Outlook 
for 1970 for 1968. 

X2: Ratio of Farmers' Income to Personal Disposable Income " ' > 
Income from agriculture less payments to farm employees and contributions to social insurance as a per

centage of total personal disposable income. 
Source: NIE 1968. . . . . . . . „ ~ 

X3: Ratio of Farmers' Money Income to Personal Disposable Income 
Income of farmers," as defined for X2, less the value o f changes in livestock on farms, as a percentage o f 

total personal disposable income. ' '• „ ' 
Source: NIE 1968. 

Xt: Ratio of Farmers' Stock Income to Personal Disposable Income • . - : ,„ 
Value of changes in livestock on farms as a percentage of total personal disposable income. 
Source: NIE 1968 and figures supplied by C S O . • - . 

Xs: Real Non-Agricultural Disposable Income per Capita 
Non-agricultural income (defined as total personal disposable income less farmers' income) deflated by the 

implicit price of personal consumption and divided by the estimated non-agricultural population. 
Source: NIE 1968 for income and price figures. See X 7 for source and derivation of population data. 

X 6 : Real Farmers' Income per Capita 
Farmers' income, as defined for X 2 , ~ deflated by the price of personal consumption and* divided by the 

estimated farm population. 
Source: NIE 1968 for income and price figures. See X," for.source and derivation of population data. 

X 7 : Ratio of Farm Population to Total Population 
Estimated farm population: divided by total- population. T h e farm population refers to the family farm 

population figures as given in the Census of Population. T h e problem o f estimating farm population for 
intercensal years was dealt with as follows. Estimate's o f the number of family farm workers for each year were 
obtained from the C S O . T h e average annual rates o f change in the population and employment figures between 
Census years were calculated and compared: - - - . 

Population fell less rapidly than employment but the ratio between the two rates of change was roughly 
similar between intercensal periods. .The ratio o f the average annual rate o f change in farm population to the 
rate of change in employment for the periods 1951-61 and 1961-^66 was 0-58 and o-6i, respectively. 

Thus , in estimating the farm population'figure for 1952, for example, the percentage' change in employment 
in 1952 compared with 1951 was first calculated. This figure was then multiplied by 0 5 8 , and the resulting 
figure was taken as the.perccntage change in population. Likewise for'other years except that allowance was 
made for the slight upward shift in the ratio o f the rate o f change in population to the rate of change in employ
ment. Us ing the. derived annual percentage changes in population, we were able to calculate population levels 
for each year starting from the population figures available for the Census years. 

T h e results were cross-checked by using different methods.of estimation and remarkably similar results were 
obtained. T h e size of the farm population/farm employment dependency ratio was inspected and the results 
appeared quite acceptable in the light of movements in the overall dependency ratio. 

Non-agficilltural population was then defined as the total population less.the estimated farm population. 
Sources: Census' of Population, Report on Vital Statistics, and Review of 1969 and Outlook for 1970. 

Xs: Real Per Capita Non-Agricultural Income'{X^),lagged by 1year. :. 

X0: Ratio of Direct Taxes to Non-Agricultural Income 
Taxes on personal income (including social insurance contributions) as a percentage of non-agricultural 

personal income. , ... .. ^ . 
Source: NIE 1968. ' " - < '; ' .' - - i \ 



X10: Ratio of Indirect Taxes to Personal Consumption 
Total taxes on expenditure as a proportion of total personal consumption. 
Source: NIEig68. 

Xn: Ratio of Indirect Taxes less Food Subsidies to Personal Consumption 
Total taxes on expenditure minus total food subsidies as a proportion o f total personal consumption. 
Source: NIE1968 and earlier issues. 

X J 2 : Employment Dependency Ratio 
Total population less the employed labour force divided by the employed labour force. 
Source: Report on Vital Statistics, Review of ig6g and Outlook for igyo, Budget 1964. 

X13: Marriage Rate per thousand of population 
Annual number of marriages expressed per thousand o f total population. 
Source: Report on Vital Statistics for data to 1967, and Department o f Health, Quarterly Report on Births, 

Deaths and Marriages for 1968. 

Xu: Marriage Rate ( X 1 3 ) lagged by one year 

Xlh: Rate of Change of Population 
Annual percentage change in total population. 
Source: Report on Vital Statistics for data to 1967 and Review of ig6g and Outlook for ig 70 for 1968 data. 

Xu: Rate of Net Emigration 
Annual net emigration, mid-year to mid-year, as a percentage o f the mid-year population in the previous 

year. Emigration estimates derived from mid-year population and the average of adjacent natural increase 
figures. Estimation method as in B . M . Wal sh , "Some Irish Population Problems Reconsidered" (Dubl in: 
E S R I Paper N o . 42, 1968). Data sources as for X13. 

,Y 1 7 : Rate of Change of Net Private Credit 
Total net credit is defined as the difference between total gross credit (bills, loans, investments and advances 

of the Associated Banks) and interest-bearing deposits. Private net credit is total net credit less credit extended 
to the Government sector. Figures used were December to December. T h e absolute change in net private 
credit, positive or negative, is expressed as a percentage of total credit. T h i s is because in the early years net 
private credit was negative, i.e. interest-bearing deposits exceeded total gross credit extended by the banks. 

Sources: Central Bank, Quarterly Bulletin and Annual Report. For earlier years adjusted figures were supplied 
by the Central Bank. 
X 1 8 : Real Rate of Interest 

Defined as the commercial banks' overdraft rate minus the change in the implicit price of personal con
sumption. A n average interest rate for each year was derived on the basis of the number o f months for which 
the rate applied. 

Source: Interest data from Central Bank, ibid. Price data from NIE ig68. 

Xlt: Rate of Change of Prices 
Annual percentage changes in the implicit price of personal consumption. 
Source: NIEig68. 




