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Crc of tirc noet fssoue iryrpothsae wss petulates
by ths Gomas Wllttcsl econselet Adslpb #agmor (11,55*1y1?;.
ragner bell.ewd tbst tbera Eas a firnettsnel relsttoa between
tbe grcwtb of aa eeonory Bnd tm relstf,ve growtb ef lte
prbl:ile osetor. From tbls tt tbon fsllomd. tbt tberc !s&g
a functlonal rolat!.on betmcan tbe groSb of &u eeomry anti
gowmnont €ffiwsdt"tus,rsgi sagnor ba*lsvd Sbat tbte wE, tbe
Lnherreat Gbasasteristio of as eesnoragr Le tbe proeoss of
laduetrtallsatteae In brt ef Wegrcrts- Iss statee thst as
Fr eapl,ta lmona Aad outp€ tgrpsso' *.&,f, nattsn ln the
Brooese : of tathletr{.a&lsetlgar €bg Ero$eg€ secton n@eessarll$
,imw*; ln proportLoa to total oEononlc aetivtty,

fagmr dodved hte l^ffi fros aa onpisieal studg
of gbs pmoeth of 6o?6aamst erreadttrrrte la eouatrdoE eusb
a8 Rrglandl Freaeal Oermngrr lfif,lted, States aF well es frapn
ls tbs ai.aaceaath aentnrrgr. lFbE atetlBtf,ee aratlabl,e te blm
Ehosed teet tbena :"Es ergb a f,lesotlonsl mlett oa betweon
sowryarmnt ffiFdltrmee B.sd tbe gmwtb €f oeonemi.g actlvl.ties.
ert rvsfFsr slao h.rttses$ed. ble etatiEtisa wtth tbeorotleel
nr.lrnosts the ooril of Ebtgb Fons es fo}lwgl
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E
lf].:.':.:...........:....:::l:].7 tsaga*rra Itr ls !.llu$ret€FCl effiFhl,saXl5r ia
E Flgum 5.tr. Ln Flgrlrs ].1.r neal per oaptta eutput of,
f prEtte goods ts reeruscd os GEs stsE€ieel- ed.s esa seal, pea
I eaEltts l.aeru ss tbc berC.sEe$s.l d€. 3H ia try]Laitlf
J ee-msd tbat tbe gpsth bth ta sEal lps oapitr sr@ ef
F wblie gcods esa ffil EHp Eepi€a teeofo geha pleea 6ver as
F e*tEadei[ por{d of Glme. fba +5 trl,np t+f ehsba a Bgtrrst!.on
i rbora tb€ publte eaoter aa{atalns & @Bstant paryorttsa ed
E gtnf eespbsie gm&mtioa (gI{F) sf tb mte€} efoen tler
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tbe *s@fs:l.g to tbs #Egnst Buotneete' ibiE retlo is
m"tar tbs ddty' TbtB ses,Ets tbat mal trrer eaptta output
6g pmblie gpedg_ luEraas€g ffim thaa proFrtioaately to aa
tusresss ln acal F{rr eapflta lasoso.

Easpr dldil€d Dublle sarpcadltrsee lnfrs Bso
btoaA Eeteffiz{esr erpeaditirsee fer lntasuat EEd eserrrsl
;ffinctty-#a-u=pi";EEufeG 
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welf'.gc 'ag sel'l s8 errp#ttunes for rilffenent econoals
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in a gree{.ng -eeonoey f,or A'fo reasoE€. Flrstfg tbg asture
sf tEI uffi df fsras- by thc s&te ebaassq f,roa etryla e&reesionuffi of fgrae bt tnc sgBEg easa8ga g$ea 84ry&a egree
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sr tbmrutts4lys -tirst-sgg typ+ ai pnfto
b a ftssttoa Ef, gtf,oqe.l imom iF Ds66{D

Altbougb dFagaor dtd, mt ps{resr elthr
soryqt@nS

cagi,r{'sefey
,nturc weu,id

b a ftsqttoeAf"ffiffiE rE$6&pg'' ,

Eaffrsn#B ehicE eboped tlpt the sbm 1s&",st.g+bl$F
axpeditures la a Srudiug essaory ssuld iryrg*m^Ewr tlm'

€l"elms can b #ds tr8*laat AbteSot ..:ry$ s-Es
genaralieaBl,ee

eelx,'b= .' ,sb

Aeaosding tE &r'br Ftbs sager trypoffioE!.s deale
wttb i"sten&iffii;u"eg-Bbeno*saa 

-Enorrs$ rt^r6' wt tntos*gs.eEiBiisgy-G-itg a;sisn{eu,r fwwEg*."B gr bbts EerEaa
B{tsE6- tb$ krintrs ttsastBXime e@b as polltlosf @leaoe I
socl,elory aBf, ecsaoel,ca Estrst h gJroIFsA !,a ery real5'etto
thwrg eF nrbll.e er$enff.tuso. EFen tH eultrrsaL eHreete-
grtsGlbe ef- tbg sdbb5[l. ws8:' -'$ggg6, *g6s',Gsg$tdsffit1$g*,'','',,','
_Ert tha eouutrC.qg oa kl,ah- dagssTre gr5lfqaeL .stu$q ruf,qB
bEsd,r BcFs of dlvsrss eoetal end eultusal baekggtln&.
Etus tt 3s unlfealff thsfi th* eensal mlatt.onr dseerrlbed W
'strgmrr Aneb * eEomto tn natum3 constltrrtet tbs pr{ffiry
deEErniu'nte of ssl-stivof5r elrpaoelry Bpse@nt sEtrFeF: Lttrnss.
Tbus tbls laok d s eosBnbbonsivo ar1alytlcet fra$Ensrk
sEuess it to 
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oa two groud,c.5 FXrstly tbc _llf.pothesls ls-L;rpl$cltly
heod oa tAe orgnalc thob47 of, etate whl,eh ts mt univcr-
aafiJ aemptod"" Sagnorta lroof of tbg ed.stonaa of th
'laef thna depenfla on tbe valLdlty of tbs orlgAaic thcor1f
of Etats. Is tbc final amlgeie tbs ftppothoels ta matr'ly
a byeotbsle of Xmnsagtgg siratO astlsitiEer rleaoadlgr
tbi besuler nature sf, thld hptbosia tode to ormrlook
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ffi,, d bs,ns*c&'tMt t$c hfgbfy undcrenwlopFd
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pFocag gf trteundsgainE tnaf,r e"encqlee frsa nrsf,t ag3f.-
oulBlrsal te ustea tnctuEtria-l. ft .asy b€ r eoalled that
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resadi€rglee *aS their &i:fiis1 =ree€Ee d SFcsti: $EF ?139r-
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hood ead *lnenen str; 'eet thai as eoalal di-etusbanaeeqmtffi n F6lstlw omlnnlsion tn public metor $rssth' ad!,rylme# sffect- i;akee pleeb sb,it:b belpe te expiaia the
EEeS€sG of, grtndl"tune gwgtn. ft ehoul't -w aot,ed tbaf
Eni 6|"ryi-*c*aat eir-o*t"iuu"-i"t-*.t"i"e-f,lG muu lesei of
gc?tor{8il}tttt c1r,paclttuneg,,.to, :,gos,t$.$r,rs 'xit}i., s}}s-,sg: ,.,}&.tts4$,-, ,,
eE Meag Gbs eoel€,l $5;:tufbirrco. i"otr s:{n:$}tr€ E}o re l'jrvi*ee
fognotts p, lU fos-ily 'rrfvJte -nnivi :utrLs *^y srw- bq{ prc-vided
f,e* W E&b gseeeomnt* {-r teo:rnclo;pr msy a}iow tbe gQ?+83'-
tmt bS pm{uOe mw rpsog thet dj.'i not eleiet beforen

&E gb$t sa€ tro t, ,etc factcrrr ',rnrier-Itiili3 the
"+ulatle dsapfesAres#t -"aco3r;i!'1l to 46ueggl 'r&d 'iile*as :ire
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la iltRfessat feshloas. rbie le go beEeu$c raser govex'B*
EEBF$G ufiis.tiEr bve e hl,q: oe.xec ef flnenclet airiom€
s+ib Cbeie awa tradtti as, ifr so$ oftcn, than usB t:ee"cerl'Ll b€ ,;ail,tieal *^re aauroe to Fr€,serry€ tbeir trail.tih,ng.

Bhfo Sonsentrsi{on :.r.r}oc{.sg i,s rlisLingi frse t}}€
dicrytesmst pr\eeogs al.ma tire fereca inttietfug trre fornar
e$AElsto ln gorns,l, eg seli eE abacrqgl *lreri. tg tiuls
&*oS the osnssngpntion jr.rots€g1r e{an taho pla*e ladepe*dent
sf, thc eilml're@at nroeoEE elpn "bcur$ s,s-r& rolatious
btw*an tbe tm soulE is cxpmtsd, It i,ei prt el.se ly dustE8
&lgfrupbaesar. t!,rr.t r.e r:.i. . tr nci . o .' e. nlg{.l, Up,tcn:.ta Dt I e
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,,,,,.:,.. ,.r,,,_.;._.,.,,.,,,,. e €k' * ',:;igl;=A f$s , be,i' :!+ig$s,,Stql.{!t*e3
#s€*eurs sAi..b6-[s@E *ai-*he', "$g gf - 
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ffi;:Il-&p-ii ;:;;:tt; *;=rncnog"nrPs r,i:y3-r1 :gtt sTPea$lttlses
Es & nntto 5i'.tiiF'witt-ltee gulow*ticariy ?ttd nA 1i$snleoe-
&E"I iFilit-i" ":ile,ie*lt6-q"tl,aio t*e. r!*b lp','*li:tlve
crpon4ltureal" ffiffi ,*r"rr:ffvulnneat borr*ulu: Ls allcwed
ffiil: }iild*v allcpJ-rft,i!1 !1+ niiou 1g ro }oni.ier &o

fapcrtent #Gt r*urqt eB g.".reTp ;ogt elrpcrrs:turc r;. iecondly
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Eleplty Feesack andt Hf,seffi ffiLs ealg cB- - -,g5flN'@i ev-ideaceg 'r,i:rry dld not: toet the ststietlcal
arsaifl*snse ef th6k is"rieere"rt s:;rec*,- 

-m 
uslns

gqqqtloa* w,ith h$'ctirotJeal v.rlubles *o f,eellnrte pertoae
bef,ap snd after. ee:tain .#E F hrts b:re feuryl 65at tiee
9f stplgmuent eff,act fol. f,cvesn"oLt exSena.ltuse p@r caplte
la q€tr8tLon te tlne ls t r,e r"tu,r:.t, ri:t the dieplaesnent
effoet ef ysr eapita clr*larr fcvern:cnt crpsryltturts ie mt
etatl,ett.ially s1l;eir*Leant , ThIs *:e,?ns tbat vhatever
d*oplaec$est krrrf cr'elu;"ed '.'ris ;lue entiFnly t' tnererrsefl
aru6- it;G; *;it itt ;t;6,=dd=..[t6*"iiii; 6e*tiF;;6E..'1s .

I-n thlc *5g1;tr.rI" i:c ['rrc cg- .ineq ti'-'o L]'i*tti'ies
wbLeh utte::nt tc e:mlein ",h1 et*;ql fnct; e i' ;:'tf,erilr,ent
gEpCn"litu.E.e- ig'c'tttho- E[Si,,v'it'," i-'r LthCf tl:C -.':..*:19:'iS fa'i nOtr
*bA Fer:cack*i*is rgr:: i$:'ct. iicr; ; s of ;1: ;i1: Qi ..:er r.: : :-; v -rie eny
ebmlute gules by wgd-cl :-ove a:€.'tb ci;tea.ii;-;re trend.s e&A
b explglned saiLrf ''ct:63'{3to IL',''r'y(}F f e:plte !.?*1f
Aeg$i;scGs" tnei's t'.*s, t::'d;rt6si*s threw bc'ne. 3..jli*t. Q,a lha
;5,E"65-Of-, torerarent erpenilitune o1'*r ti.;e. fn- T,arti eu i**
EE;-*spfa*er*nt hpctb6sis ehc'.ie t l,,'! ln etrtsln per - ods
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