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Cambrid Studi , ) This section outlines the work done in 1980-81 on the research projects
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Vis%tors to the S. Tveitereid, Central Bureau of Statistics,
Project: Oslo, Norway

S. Brodersen, Central Statistical Office,
» Copenhagen, Demark

Dr. L. Tomaszewicz, University of Lodz, Poland

Professor G. Tattara, University of Venice,
Italy

Dr. D. Stratil and J. Linkes, Computing
Research Centre, Bratislava,
Czechoslovakia

G. Pireddu, Scuola Superiore E. Mattei, Milan,
Italy

The organisation of the research

The research activity of the project is organised around a model of the
British economy which is designed to simulate the operation of the
British economy for the purpose of economic management and control.

Each member of the project is expected to contribute towards the
improvement of existing relationships in the model, the introduction of
new ones and the examination of the overall performance of the model and
its projections. During the period of this report, responsibility for

research into various aspects of the model was allocated as follows.,

Terry Barker Co-ordination of research; imports, complete model
' simulations
Martin Weale Industrial pricing functions
Vani Borooah Financial flows in MDM; income and expenditure .

accounts; complete model simulations

Tony Lawson Wage equations; expectational variables in the
model; technological change

Michael Landesmann Investment and export functions !

Robert Owen Exchange rates and financial flows with the rest of
the world. )
William Peterson Investment and employment functions; energy

submodel; complete model simulations

Rick van der Ploeg Control applicaticns of the model; complete model
simulations; condensed form solution packages

Progress of the research

During the year we received on the 1974 and 1975 input-output tables

consistent with the 1980 National Income and Expenditure and the CSO's

Production Accounts. These data are the main sources for the data base
which has been partly constructed for the next version of the project's
model (MDM5). Individual members of the project have worked on the data
within their areas of responsibility and re-estimated most of the
equations of the model. These are being solved simultaneously using
IDIOM, a special package designed for large-scale multi-sectoral models:

this work will continue well into the next academic year.

We are also using the data tc construct a complete System of National
Accounts (SNA) for the UK in 1975, both unbalanced and with various
residual errors allocated to measures of reliability. This work is in

progress and we expect to extend it to cover the pericd 1954-1979.

The main progress with the existing operational version of the model
(MDM4) has been the inclusion of price equations (replacing profit share
equations); this was completed in June 1981 in time for the projections

presented at our annual conference.

The main applications of the model to questions of economic policy
during the year«héve been reported in conference papers and
publications. The main ones are: application of optimising techniques;
the effect of North Sea o0il on the UK; comparing employment policies;

differential energy taxes; and the effects of curing inflation.

Other activities

The project has continued the development of the software packages IDIOM
and MREG for solving and estimating large scale models. The project has
run a full programme of seminars and workshops during the term in
Cambridge and in additicn project members have given seminars to other

groups in Cambridge and elsewhere.






Ploeg, F. van der, (forthcoming A). Reliability and the adjustment of Trinity College, July 1981
sequences of large economic account matrices, Journal of the
Roval Statistical Society, Series (A).

Terry Barker Long-term recovery: a return to full employment?

Ploeg, F. van der, (forthcoming B)., The industrial implications of an
optimal reflationary mix for the British economy. Applied
Economics

William Peterson Curing inflation

| Rick van der Ploeg Eccnomic properties of MDM
Designing economic policies for recovery
Stone, J.R.N., (1980A). Random sheccks in a simple growth model |
’ Martin Weale Know your print-out
Prices and profits
Differential energy taxation

Stone, J.R.N. (1981A). Balancing the national accounts: Britain,
1969-1979 ..

Stone, J.R.N. (1981B). The international harmonisation of national

Furopean Meeting of the Econometric Society, Amsterdam, August 1981
income accounts

| V.K. Borocah and The changing criteria of economic success:
Stone, J.R.N. (1981C). Life profiles and transition matrices in | F. van der Ploeg performance and popularity in British
organising socio-demographic data politics
Stone, J.R.B. (1981D). Working with what we have: how can existing | 10th IFIP Conference on System Modelling and Optimisation, New York,
data | September 1981
be used in the construction and analysis of socio-demographic
matrices? \ F. van der Ploeg Conflicts over North Sea oil profits and

macro-economic policy
Weale, M.R. and F. van der Ploeg, (1981). Conflicts over North Sea 0il

Profits and macro-economic Policy, in R.F. Drenick and F. Kozin Fourth Anglo-French Colloquium on Political Economy, Oxford
(eds.), System modeling and Optimization, Springer-Verlag September 1981
The following papers have been presented at conferences during the year. A.W.A. Peterson Some lessons from disaggregated econometric

model~building
VIIth Conference on the Problems of Building and estimating large

models, Polanica Zdros, Poland, December 1981 The following seminars have been given:
Vani Borooah . Arn Experiment in Forecasting using the Kalman Terry Barker = ' 'UK import functions: a disaggregated
Filter Analysis of the Cambridge Multisectoral ) approach’

Dynamic Model (given to the Cambridge Growth Project, May

1980 and the SSRC Economic Model Study Group,

CJE Conference on the New Orthodoxy, Sidney Sussex College, Cambridge, ~ December 1980)

June 1981
'Depletion policy and de-industrialisation
Terry Barker The new orthodoxy in applied economics: the case in the UK
of North Sea o0il and its effects on the United (given to Energy Economics Group,
Kingdom economy ' University of Surrey, Faculty of Economics
’ seminar at Queens' College, Cambridge,
Third Economics and Control Conference, Lyngby, Demark, June 1981 . November 1980)
AW.A. Peterson Software support for multisectoral dynamic - ’ '"Plarning for industrialisation in Mexico'
T.S. Barker and models of national economies - (given to the Energy Research Group,
F. van der Ploeg Cavendish Laboratory, Cambridge, November
1980
F. van der Ploeg Government policy, real wage resistance and )
the resolution of conflict '"De-industrialisation, North Sea oil and an
investment strategy for the UK 1980-90'
CGP/CE Conference on Industry and the Economy: Planning for Recovery, (given at Cambridge Fconometrics meeting









(b) The European Community

Our analysis of the Community and its member countries,

published as a Policy Review in Decerfber 1981. The interpretation

of policy issues was very much aided by the contacts and occasional
seminars we have held with Italian, French and German economists
(including a meeting a Palermo in September 1980 and one to be held
near Rome in September 1981). We have had a visiting German student
during the past year and one of cur French colleagues will be working

here for the academic year 1981/2.

Several members of the group have also participated in study
groups and meetings at Brussels, giving us a reasonably good

knowledge of work done by Community institutions.
(¢) National policy

We have continued to participate in the national policy debate
and to use our model of the UK economy to monitor the extraordinary
developments of the past two years which have provided a strong test

of the validity of pre-existing assumptioms.
(d) Regional analysis

Following publication of a Policy Review in July 1980 devoted

to regional issues and containing a provisional set of historical
accounts, we have continued work on labour market issues and are
considering how best to establish a formal regional-national model.
We are also collaborating with an Italian group who are aiming to

produce parallel accounts for the regions of Italy.

(e) Software

We have been trying out various approaches to the development

of improved computer software which would make the implementation of
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our quantitative methods easier and more widely accessible, During

the past year we have concentrated on two projects:

(i) a comprehensive 'package' for implementing national policy
models, including construction of a databank, time-series estimation
and examination of 'goodness of fit', definition and simulation of a
model, and analytic tabulation. The package, now nearly complete,
works from largely verbal and algebraic user input and provides for
full documentation of the model being constructed. It may be useful
to other economists interested in establishing their own simulation
models and we shall seek advice in due course on how best to make it
generally available. The package has been designed in such a way that

it should be possible to extend it - e.g. to include a 'regional'

- dimension or to process quarterly instead of annual data.

(ii) a general multi-dimensional data processing package. This

is a longer-term project for which we are preparing more basic and
abstract software. The intention is to implement a convenient general
language for data manipulation within which more restricted special-
purpose facilities could be implemented as necessary for particular

research applications.

Members of the Group:

M%chael Anyadike-Danes Graham Gudgin
(joined October 1980)

Iain Begg Barry Moore
Kenneth Coutts John Rhodes
Francis Cripps Roger Tarling
Wynne Godley Terry Ward

Frank Wilkinson
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LABOUR STUDIES GROUP

1. The effects of the abolition of wages councils

4

The manuscript for a DAE Occasional Paper based on this project has
now been prepared and will be published by the Cambridge University

Press in 1982, The title will be: Labour market structure, industrial '

organisation and low pay.

2. The determinants of informal payment structures

This is a two-year project which started in January 198(, financed
by the Department of Employment. The research staff involved are
Frank Vilkinson, Christine Graig and Jill Rubery, and Elizabeth
Garnsey who is retained as a consultant.

Aim

The aim is to explore the relationship between workforce
characteristics, the structural constraints within which firms

operate, and the development of payment structures. The emphasis

is on the employment of women in small firms which tend not to have

formalised payment systems:

Background

The Department of Employment's interest arises from recent research
into the implementation of the Equal Pay and Sex Discrimination Acts,
which has shown that sex differences are still widespread, and that
the overall pay differential between men and women began to widen
after an initial narrowing when the Acts first became effective. The
Department of Employment wishes to find explanations of these

differences in terms of the factors which influence the structure and

level of payment systems in firms.

14
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Our recently completed study of manual workers in ex-wages council
industries provided a good deal of evidence relevant to labour
market analysis. It showed that sex differentiation cannot be
explained by prejudice alomne, but that industrial structure, product
market conditions and technology are all important determinants

of the structure and level of payment systems, and that the sex

- composition of the workforce may of itself influence the skill

status of jobs, and systems of work organisation and the type of
payment system. In this project we aim to explore these
relationships more systematically in order to try and identify the
relative importance of the various factors, and to cover white
collar jobs as well as blue collar, in both manufacturing and
service industries. We are concentrating the enquiry on small firms
and establishments because these are much more likely than large
firms to have informal, non-job evaluated payment structures, and it

is in this area that information is most lacking.

Scope of the enquiry

The main work involves interviewing employers in firms in four
manufacturing and two service industries. The manufacturing
industries are footwear, general printing, plastics processing and
electronics. These provide a range of technologies from traditional
to advanced, and a range of methods of wage determination from
highly organised collective bargaining to entirely local rate-fixing
by management. All the industries employ a significant proportion

of women, and cover a range of different occupations and skills.

The two service industries are Building Societies and retail
pharmacy. The latter industry was substituted for retail food
distribution with the Pepartment of Employment's approval as it was
felt that retail pharmacy would be better than food distribution*in
providing interesting examples of different types and levels of
skill, and would also be less dominated by family-only firms in the

small establishment sector.
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workers, employers and the state. The papers are being collected
together and it is hoped to publish a collection of the papers in
1982.

Seminars and Conferences

Ji1l Rubery presented a paper on: 'New development in labour market
segmentation theory at:

1) the Faculty of Economics, University of Modena, Italy,
April 1981

2) the British Sociological Asscciation study group on labour
markets, June 1981

Jill Rubery presented a paper on 'Low pay in Britain' at the Faculty
of Statistics, University of Padua, April 1981

Jane Humphries and Jill Rubery presented a paper on 'Do we need a
supply-side theory of the labour market' to the Cambridge
Journal of Economics conference on the New Orthodoxy,
Cambridge, June 1981

Christine Craig, Elizabeth Garnsey and Jill Rubery presented a paper
on 'Strategies towards the employment of women' at the Third
Meeting of the International Working Party on Labour Market
Segmentation, Modena, Italy, September 1981

Jill Rubery and Roger Tarling prepared a paper on 'Women in the
recession' for the second Socialist Economic Review conference,
September 1981

Frank Wilkinson presented a paper on 'Scale of production,
technical change and employment' at an EEC conference on
Technology, Capital and Employment, Pont-~a-Mousson, France,
September 1981

Publications

C. Craig, J. Rubery, R. Tarling, F. Wilkinson:

Abolition and After: the Jute Wages Council, Department of
Employment Research Paper No. 15

Abolition and After: the Cutlery Wages Council, Department of
Employment Research Paper No. 18

F. Wilkinson, (ed).

The Dynamics of Labour Market Segmentation, Academic Press,
1981
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including:

R. Tarling

Introduction by Frank Wilkinson.

'"Outwork and segmented labour markets'
by Jill Rutery and Frank Wilkinson

'The Relationship between employment and
output: where does segmentation theory
lead us?'

by Roger Tarling

'Some thoughts on the adjustment process of
the labour market' in Garonna, P. (ed)
Disoccupazione e Pieno Impiego, Marsilio,

Venezia.
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