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Abstract:

This paper deals with the implications of changes in the structure of consumption, investment and
exports on the sectoral output growth potential of an economy. In the context of the input-output model
the matrix of production multipliers (Leontief inverse) can be used to calculate the impact on the
growth of output of economic policy measures with incidence on final demand. However, the analysis
presupposes a given (pre-determined) structure of final demand. In fact, this structure usually changes
over time, and it is an interesting exercise to quantify the growth effects of a stimulus of certain
intensity for several possible structures of final demand. This can be done by mean of the so-called
singular value decomposition method. The advantages and limitations of this method are discussed,
with an empirical application to the Portuguese case.  
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	Forward linkages multipliers
	The database of our application is the Input-Output Portuguese Matrices of 1980 and 1995. We work with domestic intersectoral flows, and for reasons of more convenient representation we aggregate from 49 to 24 sectors (see Appendix 2).
	In figure 1 we can see the 24 values of si, the singular values of matrix B. Figures 2 and 3 show the output structures associated with the dominant singular value for 1980 and 1995, respectively.


	In this paper we have pointed to some limitations of the traditional linkage analysis, the Rasmussen backward and forward indicators, and we have presented and applied to the Portuguese case a different alternative, the singular value decomposition metho
	This is a preliminary draft of our work on this subject. As such our results and conclusions have to be considered as very preliminary and incomplete.
	Anyway, the method has its own virtues and limitations. Our first results point to a more than expected similarity (that is, small variation) in the singular values for each year and also a very similar pattern for both years. These and other aspects w
	Appendix 1



