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CHAPTER T

N TRODUC TION

The discipline of economice, in its unceasing search to aspproximate reality
with theorv and formula, hae develoved a number of hishly refined tools in the past
few decades. These toole, ae thev ammear, are beinp usad not onlv in acadenic
speculation ahout the varietiez of economices, but 2lse in the rerious business of
using the diseipline to plan and oredict the future turn of economic events of a
nation.

In a developed, self-sustaining economy, there are a variety of tools used to
produce a more or less clearly defined amount of -overmmental intervention in, and
manipulation of, business, industrv, and sericulture. In some cases we may well
wonder if sny tools at 2ll have been used in government action (here we must turn
to politice, for which as vet there seems to be no set of forrulae) but even in
such cases decisions are to a certein extent bared on the findinge and predictions

of "economics."

However, we must be czreful not to confuse economics with reality,
as it 1= possihle to say the same thing with twe comnletely different theories and
to predict opnorite conclusions from the same set of assumptions: yet at no time
will one stre beyond the bounds of developed economic theory.

n 2 daveloved economv the end-result of sovernmental intervention, baged on
economic reasgoning, is 1likelv to bhe henien and minimal. The situation in an under-
developed or developing nation is likelw to be much more serious. In such 2 coun=
try government is usually the bigrest spender end the largest employer, and it is
to covermment that the people lock for the impetus of development. Govermment will

supply or direct the flow of the scarce developmental inputs such as capital and

manpower, govermment will also plan in more or less detail the mannsr in which
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development will proceed. Here the role of economics is much more important and
as a result, technirue and theory must, of necessity, be well tested and proven.
There is no room to test out new ideas, caclh mistake made by faulty use of eco-
nomic planning tools will waste scarce resources and thus retard development.
For this reason planning usually proceeds cautiously from a national income
study and a series of capital budgets for the government. Beyond this point
we run into another limitation on the use of economic tools, that of data. In
the average case it is sporse and not psrticularly accurate, and is also expen-
sive to colleet. For this reason a developing country will spend a lot of its
initial energv on the assembly of a decent set of naticnal azccounts. In terms
of manpower invelved, this is definitely the most productive of endeavours in
the field of econcmics. The data required for the more soohisticated tools of
analysis is usually beyond the point of diminishing returns and thus is not ac-
tively or enthusiasticelly assembled in the early stages of development planning.

Clark,l in his excellent paper on the process of plenning in Niseria, de-
seribes in detail the situztion which faced the planners of that country, the
sources and nature of information, and the actions eventuallv taken with avail-
able resources. Apart from studies in particular sectors or for particular
industries, the only nationwide, economy-wide analvsis available was the excel=-
lent National Income Study of 0kigbo.2 It was upon his figures that plamning
proceeded. clarkd also poinis out that among the next set of analyses that it

will be useful for Wigeria_to_have for use in plannine and prediction, is an

161ark, T. B.,"Economic Flanning for a Countrrv in Transition: Wigeria;" in
Planning Economic Development (E. E. Haeen, ed.), Irwin, Homewood, Ill., 1963.

20kighbo, P. N. C., Migarian National Accounts, 1950-1957.

3clark, loc. cit.






input-output study. Thirs in escence is the genesis and the justification of our
present studv.

Imout-output analveis is a relatively new technique, beine first developed
b Leonticfl in the 1940's and spolied in detail to the United “tates economy by
Evans and Hoffenberg2 of the B. L. B. Fince that time it has heen applied to
the economics of morst developed nations and sparinglv to the lesser developed
ones. In its simplest form, the analysis is the direct complement of 2 national
income study. Whereas natirnal accounts look only at the value-added component
of the economy, the input-output analysis is concerned with the data that the
first analysis di=scards: the various sector transactions that relate to flows
of goods and materials without addition= of value. Value-added figures onter
into an inout-output presentation, but only as an externsl facter. It is es-
rential, however, that national income fipgures exist for a given economy before
an innut-cutput anslysis is undertzken. The r=sults of each type of =znalysis,
althovgh complementary, are not similar. Wati-nal income accounts indicate how
big each sector is, and with prior assumptions as to growth and investment, one
czn predict what mizht hapnen in the future. Inout-output analyses indicate,
incidentally, how big, and direetly, how involved; i.e. such an snalysis will show
how =ach =ector affects other rectors and what happens when a given area of the
econony undergoes change. Because the data involved in such 2 study have to be
far more accurate than those of a3 nati-nal account, most input-output studies
achieve only secondary importance in planning and are used to check consisten=-

cies of predictions based on National Income and general equilibrium analyses.

2 Zvans, W. D. and M. Hoffenberg, Interindustry Relations Study for 1947,
. E 8., ay 1952.



