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Abstract

This note extends the analysis of imprimitive indecomosable economies (e.g.~Nikaido, 1968,
1970) to the case of economies represented by a decomposable matrix. Using graph theory
we show that imprimitivity leads to cyclical production lags also in decomposable
economies, although in such a case the property must not be referred to the matrix
representing the economy but to its indecomposable sub-matrices along the block-diagonal.
The structure of the overall flow of commodities depends on both the number of imprimitive
sub-matrices and their imprimitivity index.

Citation: Bilancini, Ennio, (2008) "Imprimitivity in Decomposable Economies." Economics Bulletin, Vol. 3, No. 69 pp. 1-10
Submitted: August 21, 2008. Accepted: November 2, 2008.

URL: http://economicsbulletin.vanderbilt.edu/2008/volume3/EB-08C60010A. pdf


http://economicsbulletin.vanderbilt.edu/2008/volume3/EB-08C60010A.pdf

1 Introduction

Indecomposable matrices constitute a class of non-negative square matrices
which occupy a paramount position in the linear multi-sectoral approach to
the economic modeling of production (e.g. Leontiev, 1941; Von Neumann, 1945;
Sraffa, 1960). Indecomposable matrices may be either primitive or imprimitive.
Solow (1952) and Nikaido (1968, 1970) provided an economic interpretation of
matrix imprimitivity in terms of cyclical flows of commodities in an indecom-
posable economy. Such flows have been shown to actually take place in real
economies (e.g. Defourny and Thorbecke, 1984; Sonis et al., 1993; Sonis et al.,
1997).1

The contribution of this note is to provide an extension of these results to the
case where a decomposable matrix has a number of indecomposable imprimitive
sub-matrices along its block-diagonal. Graph theory is applied to facilitate
economic intuition. Although graph theory has long ago become a standard
tool to study the properties of linear multi-sectoral models (e.g. Rosenblatt,
1957; Weil, 1968), the specific case under consideration has not yet been given
a simple interpretation in terms of the flows of commodities among groups of
industries.

Intuitively, the imprimitivity of an indecomposable sub-matrix along the
block-diagonal means that there exists a cyclical structure of flows of commodi-
ties among the industries which are identified by the sub-matrix. In particular,
the index of imprimitivity —i.e. the number of eigenvalues of maximum modulus
— determines the number of industry sub-groups which compose the cycle and,
hence, the period of the cycle. Combining such cyclical flows of commodities
with the one-directional flow which goes from raw materials to consumer prod-
ucts we get a pattern of input and output flows which is composed by a series of
nested cycles whose number is equal to the number of imprimitive sub-matrices
and whose period is equal to the index of imprimitivity of each imprimitive
sub-matrix.

The note is organized as follows. Section 2 explores the case under con-
sideration providing both abstracts characterizations and easily understandable
examples. Section 3 discusses the proposed interpretation and adds some final
remarks. All mathematical preliminaries which are not strictly necessary are
given in the Appendix.

2 Cyeclical Production Lags

Let A = {aij}?ﬂ-:l be a square matrix of order n. Element a;; represents the
amount of commodity i required to produce one unit of commodity j.2 Hence,
row indices may be interpreted as commodity indices and column indices as
industry indices. Joint production is not considered. Finally, we label a single

1See also Kurz and Salvadori (1995) for a brief introduction to these issues which is entirely
based on matrix theory and linear programming.

2This interpretation implicitly requires that i) returns to scale are constant and ii) wages
are already taken into account by matrix A. However, these requirements are not crucial
for the issues discussed. All characterizations easily extend to the case where we have given
quantity produced and explicit wages. The present formulation is applied because it highlights
the (logical) time dimension which is tied to the suggested interpretation of imprimitivity.



round of production activity as production lag.?

Let g(N, E) be a directed graph, where N is the set of nodes and F the
set of directed edges. The shorthand 75 indicates the directed edge going from
node ¢ to node j. By a path of length m > 1 connecting ¢ to j it is meant a
finite sequence of m directed edges {e}}y"; = {(rpss)}}, where e, € E, and
ry, € N and sp € N indicate, respectively, the root (or starting point) and the
sink (or ending point) of each directed edge.* When there is no need to specify
the edges composing a path, a path of length m connecting node i to node j is
denoted by p™ (i, j). Moreover, a graph is connected if and only if there exists
i € N such that, for every j # i there exists p™(i, ) for some m. Finally, a
graph is strongly connected if and only if for any pair i,7 € N, i # j, there
exists p™ (i, j) for some m.

Suppose matrix A represents an economy composed of n industries. We
define the graph induced by A as g4(N, E) where N = {1,2,...,n} and ij € E
whenever a;; > 0. Moreover, A is decomposable if and only if g4 is not strongly
connected (see lemma 1 in the Appendix).

2.1 Imprimitive Economies

Primitive matrices are indecomposable matrices characterized by the spectrum
being strictly dominated by a single eigenvalue of multiplicity one (see definition
3 in the Appendix). Imprimitive matrices are indecomposable matrices which
are not primitive.

A useful interpretation of imprimitivity is easily obtained by considering
that A is primitive if and only if there exists a positive integer k such that
A* > 0 (see proposition 1 in the Appendix). Recall that A* represents the
quantities of inputs that are required to produce 1 unit of each commodity in
exactly k production lags — each column referring to the inputs required by
the corresponding industry. Hence, an economy is imprimitive whenever it is
impossible to find a number of production lags for which the output of each
industry shows up (indirectly) as input of any other industry.

In terms of graph representation, imprimitivity of A means that g4 shows
a cyclical flow of commodities among industries whose period is the index of
imprimitivity (Nikaido, 1968).> The following corollary makes this statement
rigorous®

Corollary 1 If A is an imprimitive indecomposable matriz of order n and index
of imprimitivity h > 1. Then, there exist a partition II = {Ny, ..., N} of the set
N such that ga(N, E) satisfies

i) Vi,j € Ny,ij ¢ E, k=1,..,h

3Production lags have been studied with standard linear programming techniques in Dorf-
man et al. (1958).

4A path can have edges repeated as long as it is consistent with the definition (for instance
{ig.ji,ij} or {i, . jj,5k})-

5Note that A is primitive if and only if g4 has n? paths of length k, for some k, connecting
any two (not necessarily distinct) nodes (see corollary 3 in the Appendix). See for instance
Gale(1956) or Ando et al. (1963) on unweighted graphs. For an analysis which puts more
emphasis on weighted graphs see for instance Lantner (1974) and Gazon (1979).

6The corollary follows by checking the properties of g4 where A is in the form of point ii)
of Proposition 2 (see the Appendix).



ZZ} VN, €Il, AN, € II :
(Vi€ Ny, 3j €N :ij € E) A (Vi€ Ny, j ¢ Ny =ij ¢ E)

A brief illustration of the corollary will later help to better understand the case
of decomposable economies. Consider an economy represented by an indecom-
posable matrix with index of imprimitivity h. Then, its industries can be sorted
in h groups of Ny, ..., Np, such that the output of each group constitute all direct
inputs of industries belonging to one and only one other group. In particular,
there exists a cyclic linkage among the h groups of industries whose period is
h. Without loss of generality, suppose that Ny, directly produces the inputs of
Niy1 and h + 1 = 1. Hence, some output of the industries in the group Ny is
indirectly used as input by industries in the group Ny, every r production lags,
with 1 < r < h. However, the output of a single industry ¢ € N is indirectly
used as an input by j € Ny, every r + hz > 1 productions lags, where z > 1 is
an integer. Indeed, the shortest path between i € Ny and j € N, may not be
r because, although 7 must be linked by a path of length h to some u € Ny,
the latter may differ from j. So, it could take one or more additional full rounds
of length h to get to j.

2.2 Decomposable Economies

Decomposable matrices are neither primitive nor imprimitive. However, decom-
posable matrices contain indecomposable sub-matrices which may or may not
be primitive. By looking at the index of imprimitivity of a particular set of these
sub-matrices, we can gather information about inter-industry relationships.
For the sake of exposition the analysis is limited to the case where there
exists a group of industries whose outputs are used, either directly or indirectly,
as inputs in any other industry (e.g. Solow, 1952; Sraffa, 1960). Let A represent
such an economy. In terms of the graph g4, we have that there exists a set
B C N such that, for any i € B and j € N, there exists p*(i, ) for some
k > 0.7 Without loss of generality, we assume that A is a matrix already in
normal form (see definition 2 in the Appendix). Then, we have the following:

Corollary 2 Let A be a decomposable matriz of order n and hy,...,hs be the
indices of imprimitivity of the indecomposable blocks along the block-diagonal of
A. Then, there ezist a partition II = {N11,..., N1 pys---,Ns1,-.-,Nip, } of
the set N such that ga(N, E) satisfies

i) he >1=>Vi,je Ny, ij¢ E, k=1,...,hs

ZZ) VNs,k eIl Ele,l ell:
(Vi € Ngj,3j € Ngjy:ij € E) AN (Vi € Ngjp,j € Nsyyt Z1=>ij ¢ E)

Proof. Each square matrix A; along the block-diagonal identifies a set N; C N
of industries. For each N;, consider the partition II; = {N,1,...,N; 5, } of the
type described in Corollary 1. Since U} ; N; = N, the partitions II; ..., II; induce
the partition II = {N11, ..., N1.pys s N1,1, ..., N1, } on N. Applying corollary
1 gives the result.l

"The extension to the case where there exist disjoint By C N, t = 1,...,q, such that for
any i € By and j € N \ By, there exists p¥(4,5) for some k > 0 is straightforward.



Example 1. A decomposable economy without cyclical production lags

Matrix representation

Aig Ain O 0 Ais
Ao Ass Asy O

0 A373 0 Ag 5

0 0 A474 Ay 5

0 0 0 As s

0
A= 0
0
0

Graph representation of the quotient set

T

=) =)

The sets Nip,..., N5 identify a partition of N according to the indecompos-
able matrices A 1, ..., As 5 along the block-diagonal. The flows of commodities
among these sets of industries are given by the non-negative matrices 4, 2, 41 3,
Ais, Ao, Asa, Ass and Ass. The absence of imprimitive matrices among
Ay1,..., A5 5 guarantees the absence of cycles.




In order to better focus on the flows of commodities occurring among groups
of industries, it is useful to define the equivalence relation ~ such that, for any
i, € N,i~jif and only if ¢, j € N ;. Then, we can apply the quotient graph
gal~ to study the qualitative structure of commodity flows. Since there are s
indecomposable sub-matrices we can have up to s cycles which may be connected
among themselves in various ways. For each set Ny, industries belonging to the
same Ny ; C N}, produce inputs for some industries in Ny ;41 and use products
of some industries in Ny _; ;. Moreover, industries in N ; may directly use the
products of any industry belonging to N;, ¢ < k, or produce the direct inputs
for any industry in N,, r > k.

Depending on both the number of imprimitive matrices along the block-
diagonal and their index of imprimitivity, g4 can take quite different shapes.
On one extreme, if h; = ... = hy = 1, then g4 is composed by s nodes and one
or more paths of the type {(r;,s;)}7.; where m < s and r; < s;. This is the
case of no cyclicity at all. Example 1 illustrates it for a decomposable economy
composed by five indecomposable sub-groups of industries.

On the other extreme, if h; > 1 for all i = 1,..., s, then g4 is composed by
s cycles which have, respectively, hq, ..., hy nodes. Such cycles are encompassed
by paths of the type {(r;,s;)}7, where r; > s;. This is the case of maximal
cyclicity as indirect inputs flow according to regular periods both within and
across the s blocks of industries. Example 2 illustrates it for a decomposable
economy composed by thirteen sub-groups of industries divided in four inde-
composable groups whose index of imprimitivity are, respectively, 3, 4, 2, and
4.

Any other case is just a combination of the two extremes described.

3 Comment

We have provided a straightforward economic interpretation of a previously
overlooked case: linear multi-sectoral economies represented by decomposable
matrices which have indecomposable imprimitive sub-matrices along their block-
diagonal. Imprimitivity of a block-diagonal sub-matrix means that there exists
a cyclical structure of flows of commodities among the industries which are
identified by the sub-matrix. The index of imprimitivity gives the number of
industry sub-groups which compose the cycle and, hence, the period of the cycle.
When we consider such cyclical flows together with the usual one-directional
flow which goes from raw materials to consumer products we obtain a pattern
of input and output flows which is composed by a series of nested cycles. In
particular, the number of cycles is equal to the number of imprimitive sub-
matrices and the period of each cycle is equal to the index of imprimitivity of
the associated sub-matrix.

Incidentally, we have also established that matrix imprimitivity leads to
cyclical production lags also in decomposable economies, although in such a
case the property must not be referred to the matrix representing the economy
but to its indecomposable sub-matrices along the block-diagonal.

A final remark is worth doing. If a non-negative indecomposable matrix has
at least a non-null element along its diagonal, then it is primitive (e.g. Solow,
1952; Nikaido, 1968). Indeed, if a part of industry i’s product at time ¢ is used
as a direct input to produce i’s output at time ¢+ 1 then, from a certain period



Example 2. A decomposable economy with cyclical production lags

Matrix representation

A= 0 AQ’Q A273 0
0 0 A373 A3’4
0 0 0 4,4
0 Bar 0 0 00 Bee o
Al,l = 0 0 Bs 3 AQ’Q 0 0 0’ Be.n
By 0 0 Bra 0 0 0
|' 0 Bio,11 0 0
0 Bgg _ 0 0 Bi1,12 0
Az 3 [ Bog 0 ] Ay = 0 0 0 Bi2,13
Bi3,10 0 0 0
0 0 0 Ba.o O
AL? = 0 Bys 0 0 A173 = 0 0 A273 = 0 Bz’g
B34 0 0 0 0 )
Br g 0

Graph representation of the quotient set

et

There are 4 groups of industries encompassed by a cycle, one for each block along
the diagonal of the normal form: Ny = {1,2,3}, No = {4,5,6,7}, N3 = {8,9},
Ny = {10,11,12,13}. These are in turn constituted by the sub-groups Ny 1,
Ni2, Ni3, Noi1, Na2, Naz, Noy, N3i1, N32, Nii, Nyo, Nyz, Nyg which
identify a partition of N = {1,...,13}.




t' < t + 1 onwards, i’s product at time ¢ is used as an indirect input in the
production of all commodities. This suggests two things. First, there are good
reasons to expect that both the number of cycles and their periods increase
when we move from industries producing raw materials to those producing final
goods. In fact, output reuse seems particularly likely for the former and less
and less likely as we approach the latter along the chain of production. Second,
both the number of cycles and their periods are likely to increase in the level of
disaggregation of production. In other words, as we adopt a finer definition of
industry it is more likely that we find cyclical production lags.

References

Ando, A., Fisher, F.M. and Simon, H.A. (1963) Essays on the Structure of Social Science
Models, Cambridge (USA), MIT Press.

Defourny, J. and Thorbecke, E. (1984) “Structural Path Analysis and Multiplier Decom-
position within a Social Accounting Matrix Framework” The Economic Journal, Vol. 94, No.
373, pp. 111-136.

Dorfman, R., Samuelason, P. A. and Solow, M. R. (1958) “Linear Programming and
Economic Analysis”, New York, McGraw-Hill.

Frobenius, G. (1912) Uber Matrizen aus Nicht-Negativen Element Berlin, Sitzungsberichte
Preussische Akademie der Wissenschaft.

Gantmacher, F. R. (1959) Application of the Theory of Matrices New York, Interscience
Publishers.

Gale, D. (1956) “A theorem on flows in networks”, Pacific Journal of Mathematics Volume
7, Number 2 (1957), 1073-1082.

Gazon, J. (1979) “Une nouvelle methodologie: I’approache structurale de l’influence
economique”, Economie applique, 32, no. 2-3, pp. 301-37.

Kurz, H. D. and Salvadori, N. (1995) The Theory of Production Cambridge, Cambridge
University Press.

Lantner R. (1974) Theorie de la Dominance Economique, Dunod, Paris.

Leontiev, W. (1941) The Structure of the American Economy New York, Oxford Univer-
sity Press.

Nikaido, H. (1968) Convex Structures and Economic Theory, New York, Academic Press.

Nikaido, H. (1970) Introduction to Sets and Mappings in Modern Economics, New York,
Academic Press.

Perron, O. (1907) “Grundlagen fiir eine Theorie des Jacobischen Kettenbruchalgorith-
mus”, Mathematische Annalen, 64, pp. 11-76.

Rosenblatt, D. (1957)“On Linear Models and the Graphs of Minkowski-Leontief Matrices”,
Econometrica, 25, pp. 325-338.

Solow, R. (1952) “On the Structure of Linear Models”, Econometrica, 20, pp. 29-46.

Sonis, M., Oosterhaven, J and Hewings, G. J. D. (1993) “Spatial Economic Structure
and Structural Changes in the European Common Market: Feedback Loop Input-Output
Analysis”, Economics System Research, 5, pp 173-184.

Sonis, M., Hewings, G. J. D., Guo, J. and Edison, H. (1997) “Interpreting spatial eco-
nomic structure: feedback loops in the Indonesian interregional economy, 1980, 1985” Regional
Science and Urban Economics, 27, pp. 325-342.

Sraffa, P. (1961) Production of Commodities by Means of Commodities Cambridge, Cam-
bride University Press.

Von Neumann, J. (1945) “A Model of General Equilibrium”, The Review of Economic
Studies, 13, pp. 1-9.

Weil, L. (1968) “The Decomposition of Economic Production Systems”, Econometrica,
36, pp. 260-278.



Appendix: mathematical preliminaries

Where not stated differently, definitions and propositions are borrowed from
Gantmacher (1959).

Definition 1 A non-negative square matriz A = {a;;}};—, is decomposable
if the indices 1,2,...,n can be divided into two disjoint non-empty sets I =
{iv iz, it} and J = {j1,J2, ., jm} with I +m = n, such that a;_ ;, = 0 for
any iy € I and jg € J. Otherwise the matriz A is indecomposable.

The following characterization of matrix indecomposability is based on graph
theory (e.g. Rosenblatt, 1957).

Lemma 1 Let A be a non-negative square matriz. Then, A is decomposable if
and only if g4 is not strongly connected.

Proof. Suppose A is of order n. If A is decomposable then there exist two
disjoint sets of indices I = {iy,i9,...,3,} and J = {4j1,j2, ..., jo } With u +v =n,
such that a;,;, = 0 for any i, € I and jg € J. It is straightforward to see that
P (iq,jg) does not exist for any i, € I and jg € J and m > 1.

Conversely, suppose that there are no paths of any length going from node
i tonode j, i # j. Define I = {i} U{k € N : p™(i,k),m > 1} and J = N\ I.
Notice that J contains at least j. By construction, if € I then, for any m > 1
and s € J, p™(r,s) does not exists, otherwise there would exist p™*(i, s) for
some [ > 1 and s would belong to I; in particular, p'(r,s) does not exist.
Therefore, we have that a,, = 0 whenever r € [ and s € .J.l

Definition 2 Let A be a square matriz of order n. Its normal form is

Ag ... 0 Avgpyr o0 A
U RO R WA
0 ... 0 Agpigr1 - Agyis
0 ... 0 0 .. A,
where sub-matrices A 1,...,A, s are indecomposable and in each row f = g+

1,...,s at least one of the matrices Ay 1,..., Ay r—1 is different from zero.

The normal form of a matrix is unique up to permutations of the blocks of
indices. More precisely, the blocks 1, ..., g can be always be permuted without
modifying the normal form while permutations of the blocks g + 1,...,s are
allowed only in certain cases. See Gantmacher (1959) for a detailed proof.
Clearly, if A is indecomposable then s = 1 while if A is completely reducible
then g = s.

Definition 3 Let A be an indecomposable matriz and S the set of its eigenval-
ues where each eigenvalue appears a number of times equal to its multiplicity
as a root of the characteristic polynomial of A. Define A\* = maxyes |\ and
h=|{A€e S:|Al =X} If h =1 then A is primitive; otherwise, A is
imprimitive and h is its index of imprimitivity.



Proposition 1 An indecomposable matriz A is primitive if and only if there
exists a positive integer k such that AF > 0.

Corollary 3 An indecomposable matriz A is primitive if and only if there exists
an integer k > 0 such that, in the graph ga, there exists p* (i, j) for everyi # j.

Proof. Let a; and a’ be, respectively, the i-th row and the j-th column of
matrix A. Let {a;;}* denote the entry of matrix A*¥ belonging to the i-th row
and j-th column. Corollary follows from Proposition 1 once it is proved that
{a;;}* > 0 if and only if there exists a path p¥(i,5) in ga. I show this by
induction. The condition is trivially satisfied for £ = 1. Suppose it holds for
k > 1. Since {a;; }**! = {a;}*a/ we have that {a;;}**1 > 0 if and only if there
exists some h € N such that {a;,}*an; > 0. Then, by the inductive hypothesis,
{a;;}**1 > 0 if and only if there exists p*(i,h) and p'(h,j) in ga for some
h € N, which in turn implies the existence of p**1(i,j) in g,.1H

If A is an indecomposable matrix and S and \* are defined as in Definition
3, we know that there exists a positive real eigenvalue A € S which is equal
to A* (Perron, (1907); Frobenius, 1912). However, A may have negative or
complex eigenvalues with a modulus equal to A*. The following proposition from
Frobenius (1912) proves that whenever an indecomposable matrix is imprimitive
it shows a cyclical structure whose period is equal to the index of imprimitivity.
A proof can be found in Gantmacher (1959).

Proposition 2 Let A be an indecomposable matriz and S the set of its eigen-
values where each eigenvalue appears a number of times equal to its multiplicity
as a root of the characteristic polynomial of A. Define \* = maxycgs|A| and
h=|{Ae€ S|\ =X} Then,

i) Aly...; A\n € S are distinct solutions of the equation \* — \* =0,

it) if h > 1 then A is imprimitive and there exists a permutation of both rows’
and columns’ indices such that A is reduced to the following cyclic form
with zero square blocks along the diagonal

0 Amw 0 ... 0
Al 00 Am o0

0 0 0 ... Apan

Api 00 .0



