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Arthur Goldberger’s comment is a tempest
in a teacup. This is readily verified from the
data presented in Table 1. This table re-
produces from my original paper the coef-
ficients for paired equations estimated with
three different samples in which I» S/N and
In S/Y were the dependent variables.

As the data of Table 1 indicate, in 7 of the
12 cases, the coefficients are identical
through the second decimal place. Further-
more, all the discrepancies are quantita-
tively very small. In 9 cases, the paired
parameter estimates are within 1 percent
of each other. In the remaining cases, the
differences are of the magnitude of .0825,
.0012, and .0011. These are well within the
margins of accuracy within which anyone
views data generated from the national in-
come accounts of the less developed coun-
tries. In light of these considerations, it is
difficult to understand the tone of Gold-
berger’s comment.

The reason for the slight discrepancies is
straightforward. My observations for S/N
and S/Y were computed separately from
data supplied by the Statistical Office of the
Agency for International Development. With

* Associate professor, Graduate School of Business,
Columbia University.

the rounding introduced by the series for N
and Y, it is not surprising that the series for
S/N is not identically equal to the series
which would be obtained by forming S/N
from the product of ¥/N and S/V. Similar
slight discrepancies have also been reported
in other econometric work in which equations
for S/N and S/Y have been estimated with
separately computed data series.!

In any case, nowhere in my paper did I
even refer to the precise numerical parameter
estimates obtained inmy equations. The main
conclusions of the paper were that the de-
pendency variables were quantitatively an
important determinant of international sav-
ings rates, and, further, that introduction of
these variables greatly reduced the im-
portance of percapita income, on which
some previous discussions had focused.
Neither of these conclusions is affected by
Goldberger’s comment.
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! See, for example, Luis Landau, p. 6, equations (5)
and (7).

TABLE 1—PATRWISE COMPARISON OF PARAMETER ESTIMATES

Sample b(,lfl b »= by a= by a=b
74 Countries .1596 1.1486 | .0254 .0265 | —1.3520 —1.3438 | —.3990 —.3966
47 Underdeveloped Countries 21292 1.1167 | .0227 .0239 | —1.2297 —1.3122 | —.4455 —.4469 °
20 Western Developed Countries | .0035 1.0049 | .25890 .25901 | —.4324 —.4300 | —.4916 —.4914

Source: Data presented on pp. 889-891 of my 1969 article.

Note: The constants of equations (1) and (2) differ by approximately 4.6 (equal the antilog of 100). This shift by
a factor of 100 occurs because, as stated on p. 888 of my paper, S/V is expressed in percentage points.

Equation (1): In S/Y =a¢+a1 In Y/N-+a: in g-+a; in Di+ayin Ds

Equation (2): In S/N=bo+bi In Y/N+b, In g+ In Dy-+by In D,
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