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Forword

This paper is the cutcome of a Seminar discussions held by
the International Economic Relations Center at the L.N,P,, Cairo at
which tire Dr. Schulmeister from GDR was a visiting Expert at the

Tostituie.

The: introductcry note and point 2.1 are written by Dr. Faika,
points 2.2 and 2.3 by Dr. Schulmeister, while points 2.4 was written
by Dr, Dohaia., Point 3.1 was written by Dr. Afr and point 3.2 by

Dr. Schulmeister.

Dr. Faika was the responsible writer of writing Chapter»i}{
dealing with the use of commodity balances in foreign trade planning:

Conclusions and Recommendszstions,

Dr. Schulmeister was the responsible writer of point 1 on
Part II concerrning the G.D.R. experience, while Dr. Faika was respon-

sible for writing point 2 dealing with the A.R.E, experience.

The fruitful discussions among the group has greatly improved
the contents of this paper. Directly c¢r indirectly each of the writers

has contributed %o the ocutcome.

The writers would like to register their indebtedness to
Dr. Alfaonse Aziz, of the Ministry of Planniqg for his particular inte/ast
in attending the Seminar discussions and who made quite a lot comments
which contributed to the improvement of this paper. Our thanks are also
due to Mr. A. Nousseir, of the department of commodity balances in the
Ministry of Planning, who attended two seminars and has??made some valu-

able comments.



We hop% thal our suggestions in the paper would lay
e
the zround andxvaluable te the mprovement of techniques applied
to ﬁhe foreign trade planning in general and toc the work of the

foreign trade department in the ministry of planning in particular,
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Foreign Trade Planning



®

PART 1
CHAPTER T

Nature of Commodity Balances and Its Use in Planning

and Follow~Hé

1 . Introductory Note

Drawing up 'a national plan is a comprehensive and often a
complicated task which needs a lot of work not only in fixing the
main targets of the development process but élso in determining pro-
portionality between all branches and sectors of the economy. in
order to ensure optimality of the national economic plan, it is ne-
cessary that proportionality and consistency between all parts and
spheres of the economy be ensured according to the plén‘

Thus an important task of planning consists of determining
both the resources and the uses of different products and factors
of production either on commodity or on groﬁp basis. Planning thus
includes determining these questions in quantitative forms as pos=-
sible so that inter-product and inter~branch relationships can be
drawn.

The balancing method is an important auxiliary instrument for
fulfilling these tasks. It permi?s the planning authorities and the
state enterprises to investigate the requirements of pr0portionality
and consistency and to carry all these through in practice. There are
different ba}ince§,4raw1ng up of which have proved to be effective,
e:8. input-output-balances, commodity balances, national economic ba-

lances like the state budget, the foreign exchange budget, etc..

In the following we will explain the nature and the construc-
tion of commodity balances and the problems connected with them. This
will be done especially from the viewpoint of:

( a) the use of commodity balances as a tool for planning.
(o) the use of commodity balances as a tool for follow-up.



We should mention from the ouis:t that such a tool is wmore

sseful for annual than for longeterm pianning.

n
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Commodity Balances: Lts Nature and Construction:

2:1 The nature of comsodity balances:

In principal, commodity balance is nothing dut a statement
comprising all sources of supply (whether they are domestic or
foreign) of a certain commodity (or group of commodities) and dif-
ferent uses of such commedity (s), whether they are also domestic
or foreign., On the supply side,-we have domestic production and
imports. In addition, stocks at different economic units the sum=
mation of which may represent a significant part of total supply
available would also be included. On the other hand, we have on
the uses side both domestic and foreign demand as well as possible
additions to stocks. Domestic demand may either be for intermediate
purposes or for final use. For the latter, we usually differentiate
betwéen demand by the private sector and the government demand. As
an example, the following table represents the final scheme of a

commodity balance.

Final Scheme of a Commodity

Balance
Period:
Name of the Commodity:

Unit of Measurement:

Resources Uses

Commepcing Stock
(Stock at the beginning of
the year).

Donmsstic Production

Inports
OJther resources

Intermediate consumption
(uses in production).
Final Consumption

a. Private (individual)
b. Governmental
Investmentsy

a., Accumulation.

b. Reserves

Exports

Carry-overs (stocks at end
of period).

Total Resources

Total Uses

[ Y



However, before elaborating the final table of a commodity
balance, it is necessary to draw up cartain working sheets for de-
tailed estimation (or calculations) of the various items comprising
the resources and the uses of a commodity balance. Usually, ongi
must have two basic working sheets. OUne for calculating the items

2
on the resources side, and the other for the items on the uses sid@&’

The construction of the working cheets reveals. the necessary
information needed for the building up of the final commodity balan-
ce. Their use is important not only to reflect the fixed plan target
for different ministries and organs, but also to ensure the consist-
ency of data and information provided. In addition,”it will be
basic source for finding out where to change if inconsistency may
appear during the stage of planning or of the follow-up. Hence, the
balancing method can be linked closely with the implementation of the

plan and the follow-up system.

Commodity balances cannot be considered zs isolated balances
but as more or less closely linked to each other. By comparing dif-

ferent commodity balances we can come to a close relation.petween cnm-n
{

modity balances and input-butputubalances. "
|
In practice, there are different groups of commodity balances:
[ ) Ithe.so—called "Material" balances which deal with balances for
raw materials and intermediate goods, such as cotton, o0il seeds,
metals, chemicals, electric power.
(25) the "consumer" balances which are “r=zawn for consumption goods,
whether agricultural or induutrinl,“%ﬁr sugar, bicycles, radios
: SEBm e .
{29 lastly, tne "iquipweni" balances which are drawn for capital
goods, macninery, etc., and which are directly linked with in-

vesiments in the period cencerned.




As a rule, commodily balances are compiled according to a
unified scheme, but there are some specifics in details and there
will be some specific features in the estimation of the necessanr

data reguired for the working.

The period for whicn commodity balances are drawn nay affect
their construction. Long-term balances would be highly aggregated,
whiie .nnual ones would be drawn in details. It shouid be mentioned
4

t.a. tor perspective planning we snould have balances for each'year

covering the plan period,

Building up commodity balances invoives several iistinct pro-

blems among which are the following main ones: 7

(S8 the determination of the "nomenclature" (list) of the com-
modity balances,

(@28) the choice of the unit of measurement (the valuation problem),

3 ) the problem of collecting the necessary data and the question

of timing of the flow of such data (the information and the
timing problems).

-



242" 'Lhe nomenc lature of commodity balances
At the beginning of drawing up commodity balances usually we
have to answer the following questions:
% For which products or groups of products is it necessary to,
construct comrodity balafces?

» How to grqup these balances? !

The first question has 1o be-dQSWered by fixing.a concrete
nomenclature (or list) for drawing up éommodity balances whereas the
second question is included in laying down the classifications .4 |
certain nomenclature will be prepared before classifying zll commodity
balances. Both aspects, the nomenclature and the classification of
commodity balances must be coasidered as part of the whole system of
classifications and methodological regulations applied for national

planning.

The nomenclature of commodity balances will be different from
country to country and from time to time. I8 mainly depends upon the
aim and the role of commodity halances for planning and. follow=-up, upon
the stage of development and the technique of planning,Post experience
must be taken into considsraslon as well as the future A&uvLGpméut.
Generally speaking, we may say that as there are commodities of major
significance for the national reproductioh process,  i.e. important goods
for realizing the country's investment policy, ensuring the current pro-
duction, fulfilling the needs of the population in consumption goods

: nd those which are important for the export and import
policies, tnen individual commodity balances should be drawn for these

goods.

On the other hand it is sufficient sometimes to balance &n
aggregated number of commoedities within one balance. muTﬁ it is pos-
sible, e.ges to build up one talance for grains or dxfferent Ual—n
for wheat, barley etc. However, it is difficult to build up one balance

for electrical machines, as they comprehend different commodities with



different uses from the economic and the technological point of view
(such as refrigerators, air-conditioners, electricﬁl equiments for
engineering etc.), and as we balance the total i° does not ensure ba-
lancing each kind by itself. We should remark nere that constructing
such aggregated commodity balance on a central level necessitates a
valance for each commodity included on decentralized level. |

It is natural that in the course of economic and technological
rrogress the role of some commodities becomes different. As industria-
lization prosresses, new products must be added, while other products
might be,ﬁ?EQIGCtedo Therefore, the nomenclature of commodity bslances

should change to reilect these developments.*

Then on a certain stage of this development it may be prefarabvle
to build up a balancing Pyramid so that the central planning authority
(Ministry of Planning) can concentrate its efforts on such commodities
which are of major significance within the complex and comprehensive
planning process, whereas other organizations and/or Ministries can ela-

borate commodity balances for less important goods.

Besides we will differentiate the nomenclature whether we are
drawing up the annual plan or the perspective plan, The nomenclature of
commodity balances is more detailed for annual planning than for perspec=

tive planning.

In correspondence with establishing the nomenclature usually we
will group the commodities and fix a certain classification. There' we
follow classifications which are generally used in planning and follow=-up

and which should be consistent with national accounting.

% For example, there are 10,000 balances in USSR, about 4,000 in
the G.D.R. and 170 in AJR.E, '



e The valuation of the items include@

| The items included in commodity balances can be valuated on
different bases the concrete one depends upon tﬁe aim of using this
tool. A unified price or dif ferent prices might'he used. Moreover,
one can use physical units in constructing commodity balances for some,.
products in the case of which the valuation problem will not arise. / /¢
Gach wnit of measurement has its'merits and der erits, and further ex-
planations are necessary in order to give an idea, which one is the

proper for which purposeés

pAs commodity balances aim in principle, at showing the con=
sistency and equilibrium of total sourcges anc uses for each commodity .

+he use of physical units would be pref%rablé.

But when doing so, one cannot compare different commodities . p.*"
cuch as textiles in meters and buses in units, or aggregate them up
to get a balance at sectorial or national level. Also the same com~= 1
modity cannot be followed-up over a lonéer period if quality improve—l
ments have been significant. Atlast, the consistency between the
flow of the goods and the corresponding financisl §1ows cannot be en-
J

[/sured, Therefore it is necessary to construct commodity balances on‘)

S both physical as well as value basges.

far e B
Iniithis regard, two questions should be clarified:
(1) Have we to use the prices of a basic year and/or current
prices?

{ 2 ) Which prices should be taken as basis?

For drawing up plan-balances, both price bases should be used s
the prices of ¢ bepic year in order tomqga obvioué'the quantitative |
changes, and curr;ut prices (planned prices for the coming period) for
reflecting price changes. As long as we use both bases for planning

it is preferable also to use both in follow-up.



With regard to the 2-nd question we bring the following

example.

Commodity: Refriéerators
Unit of Measurement: 1.000 L.E.

cer's price price : ducer's ket
basis price price
1. Production 800 ! 1,100 1. Intermediate - =
_ consumpt ion.
2. Import 100 150 | 2. Final consum- 400 500
ption.
3. Export 500 750
4, Reserves - -
Total Resources 900 1.250 ' Total Uses 900 1.250

We can valuate the resources and the uses on both the producer's
prices and the market prices and balance equation can be seen. The
choice between these two basis depends upon the purpose amd "se of the
commodity valance. Linking these jtems with the system of National
Accounts and with other palances, too, such as the state budget, the for-

eign exchange budget ete wsould require using both bacses.



2.4 The information and the timing problem

It can be seen from the concrete table and the working sheets
which information are necessary. If there is a system of follow=-up
the commodity balances thé problem of information is mainly concentrated
on estimating necessary changes for the plan period on the basis of"
followed-up data. A remainiag qugstion would also be the preper timing
of the flow of such information from their original sources to the body

undertaking the plapning process.

However in the lack of a concrete follow=-up system, a big infor-
mation problem will arise as we use commodity balances as a tool for
planning. We should at jeast have a base year figures upon which our
plan targets will be based. In what follows we will txmedfly 2xplain

sources of information of each of these items.

Domestic Production:

Planned total national precduction, or total production of main
commodities are set by different departments at the ministry of planning.
Rase year production figures could be obtained from the statistical or=

ganizations and different, ministries.

Imports:
Information about imports could be obtained from the ministry of

economy and foreign trade and the foreign trade department at the ministry

of planning.

Imports of intermediate goods and capital goods can be estimated
according to the production targets of different commodities and technical
coefficients showing the import contents of these commodities. Changes in
techniques of production and domestic sources of supply especially of im=

port substitutes snould alsc be taken into consideration.



Commencing Stocks:

Information about stocks at the beginning of the period can be
obtained from the central statistical organization.

The Uses Side

Consumption :
From the ministry of supply and the dEpartment of consumption
at the ministry of planning,

Total government consumption figures can be obtained from the
national accounts department at the ministrﬁ of planning, On the other
hand material cbmposition of government consumption should be estimated
by the C.B. department on the basis of infbrmation from pqsf'periods.

Intermediate Consumption ‘ : ,
Intermediate consumption can be estimated by the sectorial de=~

partments at the ministry of planning (agr., industry, ... etc) on the
basis of planned production. But it might be better estimated on the
enterprise level and then be raised to the sectorial departments at the
ministry of planning.

For estimating the intermediate consumption on the basis of fixed
production targets, norms or coefficients are neceséary, exbrassing the
need of material per‘unit of production. Planned norms then should be
fixed on the basis of followed-up data.

Exports:
Information about exports could be obtained from the ministry of

economy and foreign trade and from the foreign trade department at the

ministry of planning.
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Stocks at the end of the period and reserves

Commodity reserves to meet unexpected circumstances are usually
determined by government policies, and information about it might not

be classified or specified by the plan.

On the other hand stocks for production oz consumption purposes
might be carried by suppliers, users or warehouses. The amount of
stocks carried over usually depends on the level and regularity of con-
sumption for a certain commodity, production conditions, time intervals

between successive deliveries, and the nature of the commodities on hand.

The Timing Problem:

As to the timing problem of C.B, one can say that they should be
drawn up as part of the whole process of planning and should be available
before the final confirmation of the plan. There should be a fixed time-
table for drawing up the commodity balances which is part of the time-
table for drawing up the plan. In this regard it could be said that ten-
tative commodity balances could be constructed - either for the whole
nomenc lature or only for some important commodities or groups-together
with formulating the preliminary figu}es of the plan. 6 months before
starting the pldﬁ period may be a suitable time for drawing up those ba-

lances.,

Then detailed commodity balances for the full nomenclature will
be drawn up , together with laying down the detailed plan targets. At
last the balanced items should get their final approval when confirming

all plan targets.



3.1 Commodity balances as a tool for planning

Planning aims at the most rational and effective utilization
- of the available resources whether be material, labour pover, finape
cial or natural at the least possible cosis or sacrifices. Planning
therefore entails surveying all available as well as potential resour-
ces, e.g., the commencing stock at the beginﬁing of the period, the
value of production of commodities and services, consumption of goods
and services (individual as well as governmental), requirements for
production, investment and external trade. As we have mentioned
earlier, planning requests, in addition, the finding out of the inter-
relationships which exist among different branches and sectors of the
national economy in order to ensure the appropriate proportionality
and consistency in the development of the different branches so as to
s€cure the solution of the economic and political problems involved
and to realize a balanced growth.
of

Commodity balances are one part/the whole set of tools and
techniqueé/gianning, which we can use for the following tasks:
(a) For ensuring proportionality and consistency for future deve-

lopment.

Data needed for the construction of the plans are provided by
the detailed information included in the documenis or the working sheets
of the commodity balances. Hence, the construction of these balances

help in the elaboration of the economic & social plans.

Besides they help the planning authority to expose and utilize

..unkown reserves of goods available in the national economy.

“( b ) Commodity balances are not merely an accounting frame that Ha-
tisfy certain accounting or balance equations. In using commodity balances
as a tool for planning, each figure on both sides of the balance is either
" forecasioc, planned, or estimated. In this sense the balunce is planned

and is not merely é historical or accounting matter. ience, the balances

are utilized in planning practice not only for the szke of concentrating
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the efforts upon bottlenecks, but also in order to reveal and linuida.e

Therefore we cannot consider commodity balances merely as a
{ool for collecting data but as a tool for checking the reality and
consistency of these data, making the necessary changes and, at last,

helning in the elaboration of the plan,

Planning of materials, consumption and investment can be easily

ceen by refering to the types of commodity balances discussed earlier:

4s to the materialbalanqgﬁ “ney can be used in calculating coif -
ficients of production at commodity or sectorial levels in comparison

;ith related balances.

As to consumer balances, then follow up figures can be a2 scurce

.f information to be used in forecasting or estimating consumption of

iifferent ‘types of commodities.

As 'to balances of investment goods they can be used to extend
production capacity whether directly or indirectly. These balances re-

. resent what are needed for investment.

The method of commodity balarces can be utilized at differvent
stages of planning as well as for dif'Terent periods. Commodity balan-
ces are used in formulating preliminary figures for the plan, i.e. at
she very keginning of drawing up the plan. But they are also used in
fixing detailed plan - targets and for elaborating the comprehensive

plan.
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When dealing with commodity balances as a tool for planning,

ve should not neglect some !imitatjons in this regerd. Although

~-ommodity Balances are an important instrument for planning, there
are some important questions which cannot e answered by using this
instrument, such as the question of efficiency of using different re-
sources and the reorganization of such use to be conform with the op=
tiwum principles which cannct pespectively has not been done up till
now by using commodity balances. Therefore we must vze of

ients for planning, too.

i»



3.2 Commodity balances and the follow-up oi the pilan

As planning is a unity of formulatiorn, implementation and
control of the plan, the use of commodity balances as an instrument
for drawing up the plan logically make s it necessary 3o follow. them
up and to use commédity balances also for follow upe

What is the aim of follow=up commodity balances?

The basic aim of following-up commodity balances is to check,
whether the planpsd proporiions and consistency, il.c. the plannzd de~
velopment of the resources and uses, have been resalized or net. The
economic reality is manifold so that some deviations may cccur, scme
pronortions may prove to be unrealistic undef changing circumstances
and conditions. Also if the planned preportions prove to be correct
it is necessary to know this. Therefore, the {uilow-up of commodity
balances is necessawy in order to fulfil the fellowing two taskse
o . To investigate the realization cof the planned development of

the resources and uses and-if necessary- tc act as an instrument

for preparing new decisions by the planaing suthorities.

2 ) To analyse the development and by this to prepare commedity

balances for the coming periode

Both tasks are closely interrelatede Onr the basis of fallow-up
reports of commodity balances one can czlculate a sét of coefficients
which act as one basis for future plans, e.g. technigal ccefficients,

import coefficients for different commodities, export coefficients etc.

Due to these tasks it will be necessary to follow up all item:
which Have ceen planned in commodity balances and to use the same nomen-

clature ror follow=up as for planning.
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The foliow-up of-commodity palances should be contvinuously,
annually and quarterly carfjed, It should be carried through as part
of the whole system of follow-up the plan by both the statist.cal
agency and the plénning authorities and here, we can combine drawing
up of commodity balances for the coming period with the follow=-up of
the balaices oflrééeht periods. By this one can directly compare
planned térgets with the past development commodity by commodity. For
realizing such a system in practice, we suggest to refer to the G.D.R:
experience in this field.(see Part II, please). When following-up
commodité balances one can say that their timing will be controlled
by the availability of data. However, since the followeup of commo-
dity balances is rather important for future planning, it is necessary
to make it as early as possible and to ensure a proper timing of the
flow of data to the planning authorities.



The Use of Commodity Balances in Foreign Trade Plannjing;
Conclusions and Recommendations

As we have mentioned earlier in this paper, planning has its

own apparatus and tools, All constitute an integrated set of measures

and techniques among which commodity balances are considered as impor-

tant. However, experience in the A.R.E. has shown ¢ligt commodity ba-

lances as a tool for planning the foreign trade sector was used to a

very limited extent. There are general advantages in using commodity

balances in planning the foreign trade sector as such which can be sum=
marized in the fellowing: )

(1) It is a tool for coordination between different targets and a
measure to maintain appropriate proportions between the foreign
trade variables and other variables such as production, domestic
consumption, ... etc. a matter which would greatly reduce the
possibility of facing certain bot}lenecks during the implemen-
tation phase,

25 it is a tool for following-up of the plan targets a matter which
would reduce the. likelihood of surpassing or falling short of

original targets,

In the following, we shall try to throw some lights on this sub-
ject while giving a few examples of how such a tool could be useful in

drawing up a draft of the plan for the foreign trade sector.

However, before going into this subject, we have, first of all,
to define what means planning of the foreign trade operations and what
subjects it w<comprises then we shall go on to handle the qu;stion of
how commodity balances can be used for this purpose,
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Planning of the foreign trade sector means drawing up a target

programme of all economic transactions undertaken between the citizens

of our country and the rest of the world in quantitative and qualitative

forms as well as their distribution geographically during a certain per=-

iod of time s?an (the plan period) and deciding upon the necessary mea-

sures which are required in order to ensure the realization of such a

programme and the achievement of its targets during the limited time

span permitted. This means:

189

Rk

Determining thg{national or fhe overall}target of the foreign
trade sector e.g. the size of the deficit or surplus in the ba-
lance of pagments.

Choosing the best set of the planned commodity structure of ex-
ports and.of'importSsa? matter which is directly related to the
question of resource allocation, and to the realization of the
foreign trade targets.

Choosing the best set of the planned geographical distributions
so as to optimize the net foreign exchange receipts on the trade
balance,

Planning of irvisibles on the current account.

Planning the means of financing the deficit on the current acc=-
ount (including the necessary measures to influence such chosen
means - such as the determination of the optimum rate of foreign
exchange, the optimum tariif rates and other custouli duties, and
the best institutional framework within which foreign trade oper-

ations can be performed).

Clearly, it could be easily noticed that the use of commodity ba-

lances in planning the foreign trade sector comes directly to. the 2~nd

and 3-rd subjects that is, the planning of the commodity structure of

exports and of imports and their geographical distribution. Discussing

the former point raises two basic questions, namely:

“a
4



( a) The nomenclature of the commodity balances which is necessary.
to be undertaken by the foreign trade department itself in the’
ministry of plannings ‘

(b)) The question of profitability of the foreign trade sector whgéh
is also related to the problem of valuation of the commodity
balances to be undertaken by the foreign trade department in
the ministry of planning,

( a) The Nomencluature:

It is wedd known that the composition of exports and of imports (\
for any country i§ largely dependent upon its comparative advantage which’_
changes over time as the country moves along the road of development.\’///
Explicitely speaking, this means that setting plan targets for the struce.
ture of commddity exports and imports is based malnly upon both historical
development and future pOSSLbllltles(lz It is therefore necessapry to."'
carefully study the nomenclature of commodity balances for the foreign - A ?3 '“1"
trade sector from time to time in order to make the pecessary changes Hhich .
would expllcltely rectify the structural disequilibrium which exists in, i Rl N
‘most of the developing countries, especially during the early stages of Ty
~ economic development., As the country develops, the nomenclature might nbt
‘:-l, ;nsed to change radically. The th1ng which changes the most 15 the quali-o -f‘

tatlve forms of the products but not the prpducws themselves. : jyj :;;ﬂtﬂjf;f

e ".",'5.'.".0.. Al """."'

i i b o
» . . Applying these concepts to the concrete sitg?tion in the A.R.EQ,] f‘ ';

_.'l; ‘economic system, one might suggest the nomenclatu:e/commodlty balances“ )

1
that must be undertaken in the foreign trade sector td include the fof-«;--
.r ¥ oy
lowing balances: , 3 b

. -'-‘.. b e

S0 Production structure- is one important element in determlnlng the
future possibilities of exports and imports.

o g " . L) -
. ‘ . e P Oy Pl 1 T
) ¥ ; G 3 A Lt Taae A@S Wi ¥



A,

B,

flaterial balances:

Consumer balances:

Hguipment balances:

1.
By

Oy U P\

9-

o0

For Exports

Crude petroleum,
Phosphates &
ﬁa:ganize.
Cement,

Kerosene & Mazout,

. Cotton, raw.

Products of
cotton

Cotton fabries &
fibres.
Onions
Rice
Vegetables
Fruits
Leather &
Furnitures.
Carpets, mats and
matting,

Stones.

10.Rafpigerators.

For Imports

Animal Oils and Fats.,
Metal ferrous ores &
Scrap.

Non-ferrous met :1s.

Al iminum waste & scrap.
Non-organic Chemicals.
Netrogenous fertilizers,
Organic Chemicals,

Medical & pharmaceutical,
Cereals (wheat)’

Anidi@ i oils and fats.

Paper & paper products.

products

Electric Equipments

1. Boile#s, machinery
& Machaﬂical gppliances
2. Electrical Machinery
5. Equipment & parts
Transportation Equipment
4.

equipment.
B Vefiﬂles.
6. Aicrafts & parts

Railway, Pramway, Locomo-
tives and traffic signaling



This nomenclature corresponds to the classification followed
in the general nomenclature drawn by the commodity balancing depart-
ment, However, it may represent only part of the information which
the foreign trade department should submit to the commodity balancing
department. Other information provided by the foreign trade Hdepart-

ment might be planned through using some other tools.

This study suggests alsc that the foreign trade department in
the ministry of planning would then constr&ct some other commodity ba=
lances in an aggregated form which would be disaggregated by the mini-
stry of economy and foreign trade. Detailed commodity balances for
exportables and impertables as well must be drawn by the latter taking
into consideration the geographical d1str1but10n/w211hbe discussed la-

ter in this chapter.

( b) Profitability Calculations:

For calculating profitability in the foreign trade operations
on commodity basis we compare the prices received on foreign markets
for exportables (or paid for importables) with internal prices (producers

prices).

These calculations help us to draw up a list of priorities for
exports and for imports from the profitablity viewpoints-only one impor-
tant aspect in planning the futurs development of commodity exports and

imports.

In the following, we will introduce three profitability indexes.
Table (1) is an example to show how commodity balances can be used in

this respect.
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Table (1)
Commodity: Refrigerator
Unit of teasurement: 1,000 pieces / Jhio L.E,
Plan - Year : 1972/1973

Resources Uses
D . @ - :
£ Valuation £ Valuation
5 - -
o at at s | ” at
o cozzc pro- Imarket o at+ﬁ‘ 3; marketw
. ¥ |ducers fprice = EOERR pi. " Iprice
(o = A
1. Commenc- 250 0.25 | 0.28 [ 0.33 [1. Consump-
ing stock tion,
i final
a=- Private| 1.00 1.0 1.20 1.33
b=~ Governm 100 0.1 0.15 0.13
2. Total pro-2,500 | 2,50 |2.90 { 3.30 pfz Intermed.
duction Consumpt.
3. Imports - — — — P+ Exports 1,500 § 1.5 1475 1.6
+. Stocks 100 § 0.1 0.12 .15
5. Reserves 504§ 0.05 0.06 0.06
Total TS50 1 2075 3.28 Total 2.7504 2.75 328
Commodity: Crude Petroleum
Unit of Measurement: Mio barrels / Mio L.E.
Plan - Year : 1972/1973
Resources - Uses ';
o Valuation 2 Valuation
=
- at at = at' at
- b prod. market 3 o prod. jmarket @
He costs ; ; £ costs : :
= S8 ‘price |price ef price jprice
| < e
1, Stocks 955 0.6 0,75 | 0.80 |1. Final Con-
$ sumption
2 Total = (1) 21 25.2 31.50| 34.65 |2. Intermed. 10 12 15 16 .50
production Consumpt.
3. Imports 3. Exports 10 12 15 | 18
{ 4, Stocks 035 D6 1.0.95.1 0.8
5. Reserves 1 1.2 145 L6585
Total F21.5 ] 25.8. | 32.25 Toral 21.5 | 25,8 132.25

(1) Total production minus production shares to be exported through foreign
companies. 2
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7
From the above table, we can calculate the following indexes’ﬁ

For crude Petroleum For Refrigerators

( 1) Domestic market profitability:

Production at market prices

4
Froduction at producers prices L 1sd
2 ) Export Profitability:
Exports at foreign market prices s
> T 1,2C 0,90
Exports at producers prices
(-3d Export profitability on costs basis
gxports at foreign market prices 1,50 1,07

Bxports at costs of production

On the bLasis of the calculation of index nos 1, it is clear that
there is no significant difference between the two products, namely crude

petroleum and refrigerators. However, index no. 2 shows that crude pet-

cate the possibility of following an expansion pelicy in crude petroleun
production and exports). The Index (0,90) for refrigerators means that
we. are loosing on the export market. However, the index alone fails to
inswer as to the question on whether or not we should continue

5
exporting, Other information are needed to take action in this respect,

Index nos 3 (1,07) for refrigerators indicates that our export

price is high enough to cover the costs of production.

(1) For definitions of market prices, producers prices etc., see p. 39
in Part II, under point (2) dealing with the ARE experience. these
indexes are based upon information provided by the commodity bala-
nces alone., There are some other indexes which require more infor-
mation than what is provided here.
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We need not mention that such indexes have some limitations.
The possibility of drawing up certain conclusions is highly affected
by the following:
( a) Whether the export and import prices used correspond: to the
average international prices or not,
( b ) Whether the internal prices correctly reflect the relative

scarcity of the factors of production or not,

e

S’

Whether the foreign exchange rate is the equilibrium one or
not,

And there are other economic & non economic factors’too which

may justify the continuation or not of certain line of production or
exports.

Lhe use of commodity balances in Regional Plahning of foreipgn trade:

Of course, there is the possibility of-&rawing up commodity
balances on the basis of subdividing both the resources and the uses
according to different countries or areas of interest. This would
help in constructing the detailed foreign trade plan according to dif-
ferent countries as well as drawing up a regional foreign trade plan

for commodity exports and imports.(3)

) Likewise, we can draw a domestic transportation plan according
to governorates.,

o

fud
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Table (2)

A Working Sheet for Planning: An Export Commodity

Commodity
Period

9 External Value, External
Quantity Price per (expressed in
urnit (fob) internal currency)

L

1. Export, total
of that :

1.1 Developing countriés, total

1.1.1 Arab éountries
1.1.1.1 Fedaration

1.1.1.2 Other arab

countries

'S

1.1.2 African countries
1.1.3 Asian countries

1.1.4 Other countries

1.2 Socialist countries, total
1:2:Y UsS.54R:
l.2.2 China \
1.2.3 Poland
1.2.4 Yugoslavia-
4 1l.2.5 G.D.R.

etc.

1,3 Capitalist éountries, total
1ol AiSah, "
1.3.2 EEC countries
1.3.3 EFTA countries
1l.3.4 Japan
1.5.5 Other countries



=26 =

Table (3)

Inter-trade relations between the Federation of &rab

Countries and External Foreign Trade Relations

Name of commodity:

Year:
“Importer rot al Ether Other |Grand
: . lexports rab | Afri- |total
; A8 Lybia jSyria of the oun=| can co-|of ex- E{CL
‘ ¥
Exporter faederation jtries juntries |poris
AR:E, 0
" Lybia 0
Syria 0

Total imports
of federation

Other Arab
countries

ing countries

Other develop=

Socialist cou=
ntries, total

0f that
UsSeS.Re

ntries, total

Capitalist cou-| .

Of that U.S IAC

E.E.C,

EFTA

J apan

Others -

Grand total
of Imports

s

1.



Pable (¢) gives an example of a working sheet for an exportable
commodity, where the information are subdivided into different outlets.
A similar table could be drawn for an importable commodity on the basis
of the same geographical classification including the quantities and

prices at CII' values.

Table (%) suggests an interflow table among the Arab countries
.in the Federation and betwecen them and the rest of the world. The use-
fulness for drawing up such a table is to orisnt and coordinate trade

policy of the A.R.E. and other federation couniries as weil.

For example, if the value in the ceil for Lybia in the first
raw is zero for that commodity, this mean. that -+ the AR.E, does
not export such commodity to Lybia. If there is a figure in the cell
for Lybia in the sixth row, this means that it imports ths same commo-
dity from other developing countries than the A.R,E.,A cmparison then
may reveal the direction of A.R,E. trade of this commodity and a policy

towvards the gain of Lybian market.

Likewise, all cells of the first three columns and rows are
zeros, this means no trade exists between Arab, federation countries in
this commodity, and further studies are needed to reveal the possibility
of :;ep#ning up trade in this commodity among the three.

Commodity balances and the follow-up of the foreign trade plan:

During the follow-up process of the plan implementation, the
foreign trade sector ranks a high priority. Since commodity balances do
not comprise all foreign trade targets as such, they are not so import-
tant in the process of following up the plan implementation of the foreign
trade sector. Nevertheless, it is necessary to recognize the fact that
previous year (s) record (s) for commodity balances must be known in
order to be used in planning purposes. It is therefore recomnc.ciad Jeb
the commodity balancing départment in the ministry to construct a follow-
up commodity balances for.the nomenclature suggested above (which is sub-

ject of change over time).



Some limitations in using commodity belances for Qlanning foreign trade:

In addition to the general limitations in using commodity bala=-

nces for planning foreign trade which we have mentioned earlier, there

are some specific but important questions in planning the struciuvre of
commodity exports and imports and their geographical distribution which
commodity balances alone fails to answer, these are:

(RIS

(¥2)

g2

The question of intermediate consumption in producing exporiables
or import substitutables, which is necessary to know in order

to calculate the direct os well as the indirect affects of cogpe
tain investment decision on the foreign trade receipbs and ax-
penditures. As we all know, certain inputs are required for
certain eiportables which can not be furnished by the Jdomestiic
market . but only through importation. Commodity balances can-
not reveal such close relationship. Therefore, they cannot be
used for this purpose. In fact, this would require the applica-
tion of input-output analysis.

On the other hand, the question of efficiency in foreign tirade
is of most important. However, from what we have learned, com-
modity balances alone cannot be used in calculating efficiency
measures, although profitability measures can be calculated as

we have mentioned earlier.

Finally, the question of optimality regarding the best siructure
as well as the best geographical distribution of commodity ex-~
ports and imports cannot be answered solely by using the %00l of
commodity balances alone. And here models of optimization can

be a useful tool for foreign trade planning.

fa
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Part II
Eﬁgeg;aﬂces in using commadity hg;angeg

ﬁ”ﬂg,;':ne Experience of ihe Geyman Democratio

\ -;;\j{-'” ;.7'7. © The planning authorities of the G.D.R- have experience ‘
-t nszng commodity balances for many years. From the very beglnningi'
‘of planning the economy, i.e. about 20 yeaprs ago, commodity balancosn

' have baen one main instrument for drawing up the plan, Fronm G.D.R.i

~ @xpariences we cen distinguish certain stages of developing the.
 planning system and consequently of applying tools and instruments
-af plannings |

‘ But the basic aim in using commodity balances has been

: and is still to ensure proportionality and consistency of the plan
‘with vegard to goods or groups of commodities which are of -ajor
significance for the national economic development.

; By planning and bdlancing the resources and uses of the

; commodities corcerned we ‘not only determine the necessary proportions
~ between different sources and different uses, but also can discover
certain bottleneck; or dlaproportlons and solve these problems in

o tﬁlﬁa-

Lharacteristics of the use of cggmgglgl ba].ngei 15 !hz

ngﬁgg&;athre of commod;ties

Cammodity balances are used at various levels of planning.

; Tho method is widely applied by the central state organa. esgpée

A‘cially the State Planning Commission (Ministry of Planning) and
'3' also by other ministries.,

-



On the basis of the general framework for planning
we have built up a pyramid of commodity balances which looks like

C

\c

>
1"

State Planning Commission = Level

o
1

Mlnlstrles‘level

«Q
n

Level of Associations of thlonally owned Enterprises
(1ike General Organization) and other balancing organs

on decentral level (e.g. producing units).

Besides national economic balances, such as the balance
of national income, input-output-balance for the gross national
product, on level A we are drawing up commodity balances for goods
of top priority. These are commodities of major significance for

the national reproduction proceau within the plan=period.

The Ministries (levcl B of the b@llncln? yramid espe=
cially we have in mind the Ministries of Industryy Agriculture and
similar) are responsible for drawing up commodity balances for ‘such
goods which are also important but the production or the use of
which is mainly concentrated in one branch, in the sector of the

Ministry concerncd,

The level of enterprises or rnssociations of Enterprises
is included in ithe balncing pyramid rox balancing the resources
and uses of particular commodity grades,sorts, etc. Sometimes we
are balancing on central state lcvel homogeneous groups of commo~
dities whereas the assortment, dlLLcrent types of these conmodities
will be balanced on enterprise level. But-in every case, either
on central or decentral level, we mus .t balance all sources with

all uses of the commodity or group of commodities concerned.

Ea.
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(Here also private producers are included. They subnit
their »roduction targets and the needs in intermediate consumption
and investments to the balancing organs,)

The balancing pyramid becomes obvieus when determing the
nomenclature of commodity balances. At first there is a socalled
Staie-Plan Nomenclature in the G.DsRe., which includes at present

300 commodity balances, These balances are elaborated by the

3)

St

5

te Planning Coimmission and will be coniirmed by the govern-

nent.,

Besides, we draw up 500 commodity balances by cther
Ministries and 3,500 balances for -assoriments, different types
of commodities etc.in decentral level, so tiat tie total number

of commodity balances amounts to more tn:n 4,000 balances.

The balznces are mainly constructed on commodity basis

and not for groups of commodities, Becuuse of incouplete coverage
of all commodities t-e zzgresation of commodity balznces would not

correspcnd to tne naterial part of the total G.N.P.

T-e central state crgens and the enterprises are responsitle

both for drawing up the commodity balances as well as for follow=-
ing them up. The latter includes the follow-up from the economic
point of viewl) whereas tine statistical follow-up (collection’ of

datz) will be done by te Central Agency for Statistics.

In In<the G.D.R. commodity balances are closely linked with tine

system of concluding contracts between i

@

suppliers and users
on enterprise level and in this respect the corresponding items

of t:e balance conccrned are binding boith for the suppliers and

1) Here we have in mind the economic analysis of the followed-up
data and their comparison with the planned fizures,
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for the users. This makes it clear, too, that commodity balances

ave not an informsticnal character, but a binding decision with

regard to 211 items included in the balance concarned,

b. Valuuation of commodity balances

[6)]

As we have leérnt before, there are different possiblili=-
ties for véluationg each item included in the commodity balance,
In the G.D,R, we preier drawing up commodity balances in chysi-
cal units or, if this is not possible, ¢n a unified price basis,

There, we use mainly the producers' prices. * But tiere is no
direct link with the financial flow and the sysiem of National
Accounts,

During the last few years we started to include the

current prices for exports and imports (fob and cif) in order to

enable a closer relation between commodity balancing and foreign

trade planning, especizally planning the foreign exchange budget.

¢, The reguired data

In the following, we enclose an example of a final table,

Tnere are several working sheets for elaborating this final
table,*

Principle scheme of a commodity balance used in G,.D.R.

Fulfilment blan ) Ieie P Baie A4
in the pre- year guarter
vious year

Resources

l. Remainder (Commencing stock by the beginning of the year)
a, with sdppliers

b. with users

2, Total sroduction
of that
a., central industry/branches

b. Dbocal industry/branches
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3« Import

L4, Release of the State Reserve

5. Other resources

Total resources

USES
l, Uses in producticn
a= central branches

b= local branches
2., Consumption
8., individuel

b. pgovernmental

3+ Export
4, Others users
De

Reserves

2+ Operative

be State Reserve

6. Carry overs by the end of the year
a, with suppliers

be. with users

Total USES

In the G.DsR. we have two working sheets, one for calculating
the production and the other for calculating the intermediate con-
sumpticn and investment, Actually, We combine the latter two in
one item named "Uses in Production",

Of course it is also possible to elaborate working
sheets for other items such as for exports or imports, showing
a) the regional distribution of exports and imporgg,

(countries and areas) or

b) the domestic suppliers of exports and users of imvorts,
Bl ! J
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The construction of such working sheets depends upon
the concrete aim of using commodity balances and upon the availa-
bility of data,

45 we see from the final table above, we are not only
planning both sides on annual, but also on quarterly basis, In
addition, we include the Tulfilment figures for the previous year,
As the balances for the coming year are drawn up some months before
its beginning the figures are then considered ar o
estimations of the possible fulfilment. By doing this; we combine
the elaboration of plan balances with an analysis of the balance
reports of the preceding year.

The availability of dats is cne of ‘he most important
pre-requisites fop drawing up comnedity balances ang applying them
for planning,

A first aspect which ~ust be stressed im the existance
of a follow=up of commodity balances, o that we can use follow-up
reports for drawing up the rutupe balances. The system of follow-
ing up commodity balunces in the G.D.R. nas been mentiored earlier
in this paper.

At second we need norms (both statistical ang planned
norms) for calculating certain items of commodity balances, especiaily
the intermediate consumption, e have a special ?ollcwwup of the
needs of intermediate goods for production commodity by commodity,
on the basis of which we can calculate norms for intermediate con~
sumption per unit of production (statistical norms). Taking into
consideration the future development ¢specizliy in the field of

technology we are Iixing then planned norms.

At third we would like to mention that there axists a
comprehensive system of collecting the necessary data of the resources
and uses sides. The producers have to inform about their planned

production levels. The useps of iuports have to submit theip



applications for the necessary imports. The intermediate consump~
tion is calculated on the basis of the needs in production by using
the norms for certain materials per unit of production. The exports
are calculated by the foreign tradé$?§?%%ose cooperation with the
producing units. Thus we can say that a larée number of central
state authorities as well as enterprises is engaged in the process

of calculating and estimating the different items.

But the balancing organs (State Planning Commission e.g.)
are more than only collectors of date.

The balancing organs bear a certain responsibility for
a correct calculation of zll items on both sides of the balance.
Therefore they must have their own standpoint with regard to planned
development of the resources and uses and must check whether the

estimationsand calculations in this field are correct or not.

The balancing organs musi prepare the necessary decisions
in conformity with the national economic interests and they should
not follow special interests of éertain sectors and branches if
these are in contradiction with the interests of the country as a
whole,

d. the timing aspect

el

Draving up commodity balances is part of the whole plan-
ning process and there exists a concrete time-table for it. On the
level of the State Planning Commission we elaborate tentative
commodity balances for goods of top priority as part of formulating
key figures and the directive for the plan,i.e., about 6 months
before the beginning of the plan-year. Following the planning
process thep,plan proposals will be claborated on different levels
which includes drawing up commodity balances by the balancing

organs. The fi. al iraft of the balanc:s will be confirmed as a



part of the final draft of the plan, i.e. 1 or 2 months or so
before the plan~year will start. “Then the implementation and

the follow~up of the balances will follow.

At least we will mention that we are using commodity
balances as tools for drawing up both annual plans as well as
S5-year plans. But the nomenclature will be different to a c:rtain

estent, umaller for medium-term planning than for annual planning.
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2.2+ The Experience of the A.R.i.

2.2, a. Introducltory Note:=

The system of commodity balances was not known to the
A R.E. until early in the sixties. Since she has started compre-
hensive planning, commodity balances were known as an integrated

pari of the planning apparatus and the system of national accounts.

.
The Ministry of Planning (then known as the Planning
Commission) in the A.R.HE. has been, until the present, the only
responsible body for the consiruction of commodit balances Lo be
used for planning purposes in order to mantain consistency and
balance of some important commodities and group of commodities.
wo trial has veen made up till now for the use of comnodity ba-
lances in the process of following-up the plan implementation,
In fact, one would challenge the validity of using systematically
the, system of commodity balances for planning purposes in-ihe
abszence of a follow-up system of sommodiiy balances., As a matter
of order, we will not discuss such a point now, but will come to
it in details later in this chapter. 1In the following, we shall
briefly explain the system of commodity balances in the A.R.E.

based upon the French and the G.D.R. experiences.

The French experience of commodity balances is characte -
rized by the fact that it is related to other national accounting
balances nd is integrated with them in order to relate physical
flows with financial and monetary flows. Commodity balances
according to the french is divided into sectors or economic units
such as: the private sector, the government sector, the rest of
the world, etc. In addition, all services were included in the

respective productive units.
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serience is chesracteriz:d by two meritsi-

L

The French ex
a, That it is classified horizontally according to
groups of commoditiess

b. and vertically according to sectorse.

Commodity balances in France cover all goods and services
produced domestically. There are ten classificatiﬁns or Eroups,
each is subdivided in order to show commodities with special im-
portance.

The French experience in using commodity balances better
suites an economy in which the market forces play & significant
role in resource allocation.

The French experience was applied to the AsR.E. aconomy
for only one-year peoriod, 1954,

As to uthe German systen, commouity balances system is
done apart from the financial planning. It is basically a physi-
cal balance system taking production in the socialist definition
of the work meaning material goods and proauctive servicas (ex-
cluding the non=procuctive services)s The G.DeK. commodity
balances system was applied to A.R.E. data for the period fiom
1952 to 1956. It covered most of the matarial goods in physiceal
as well as in value terms. I+ should be mentioned that this system
fits more an economic system with central planning.

The system applied presently totally in the A.R.E. is
effected by the G.D.R. sysiem and totally related %o national
accounting as to the materisl side. The commodity balances are
constructed for planning periods and are based mainly on information

availsble at other deparvments in the ministry of planning itself.These

infromation come from other ministries snd orgwnizations.

4,
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2.2.b. Sources of data and otheﬁ'gnformationzv

The dept. of commodity balebesat the Ministry of
Planning depends on the following sources in_getting information
and data necessary' for the construction of C.b.:= |
1. Other departments in the ministry of planning to
get:
l,a. domestic production at producer's price.
l.b., The value of inputs at market priée.
l.¢c. Investment components at market prices.
2. Customs deparfment and the Government budget to get:
2.8, Production duties and consumptiﬁn taxes.,
2.b, Impoit qufieSr
2.c, Other duties on domestically produced -goods.
3. Foreign trade department to get:
3.a,» Ratio of import duties to CIF vaiue of
commodities. :
3.b. Export prices
3.c. Export duties and subsidies

24¢24Ca The valuation Bases: =

Because commodity balances aims at showipg the consis-~
tency and equilib:iﬁm of sources and uses of different commodities,
physiéal units have been used, However, it was deemed necessary
to establish C.b. on both monetary as well as on physical basis
in order to ensure consistency between the flow of goods and the
corresponding financial flows,

In constructing commodity balances on value ternms,
different bases have been used in the ARE, they are:

1. The Cost of Production basis: including only production cosis,

2. The Producer Price basis: which includes production costs and

nornal profits as well as indirect taxes (minus subsidies).
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Indirect taxes and subsidies may take the form of:

a. customs duties.

b.
Ce
d.

€,

Ta

processing).
other duties.

duties on production or consumption.
import duties and export premiums.
subsigdies to producers (price support)

duties on processing (as in the case of cotton

<

The Market Pricc bauas' whlch is the selling price on the
market (users prices)s This includes the producer price plus
a trade margin. This trade margin includes: profit margins
plus storage and transportation costs.

Commodity balances are constructed at current as well as al

constant prices.

¢.2.d, Problem of estimation of different items:

1. The Resources Side:

l.a. Commencing Stock: If the figure is available,the

commodity balances department gets it from ori-
ginal sourcés. If the figure is not available,
assumption is made that no.changes in stocks will
take place, and the figure at the end of the pre-

vious period is taken,

1.b. Domestic Production: Figures for this item is

obtained ‘rom other departments in the minisiry
accoruing to the plan. Figures are obtained in
value and physical units as possible. However,
many conmodities are available only in physical
units. In most cases production is estimated at

roducert!s prices.
p

4
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l,c. Imports: Imports are estimated as residual representing
the difference .between total reguirements and dommestic
production. Usually they are checked with the foreign

exchange budget.

2. The Uses Side:

2.a. Final Consumption: Final consumption is classified

to private and povernmental, As to private con-
sumption, estimation is based on the followingi=
1. The rate of increse in population,

2, The planned rise in tce standard of living,
3, Income and price elasticities of different

commodities,

Aoy

« Governmental policy for future develorment in

consumption,
As to governmental consumption, estimation is taken
from the budge as well as from other information
available at the department of services in the
Ministry of Planning. It snould be mentioned here
that governmental consumption is classified as
intermediate since 1962/63 and thnerefore appears

in the vector corresponding to input requirements,

2.b. Inputs (intermediate consumption): Figures for this item
are taken from other departments in the ministry. They
are available at user's prices., To get them at the producer's
prices, the commedity balance department substract from it
the trade margin which is estimated by the dept. itself,

Informaticn on quantity and prices are available., For some
commodities in this case; the trade margin is estimated as
follows:=-

Trade margin- value at User's price - value
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at mroducer's price, where the value at producer's price =

[
ﬁ'
}..f .

ty x Price at producer's price.

Investment: Tris fisure is taken directly from other denirt-

bol2 .8
ments in ¢ ¢ ministry vhich furnish the commodily department
X

with detailed information on investuent at market prices.

&

Exvorts: Fizures for this item are tuken dirsctly from the

prelininary rcport of tse plan wiich.represent export targets
and estimated on t e basis of planned surplus (wuich usually

meet the figures appearing in the foreign exchange budget).

Stock at end of Period: is estimated by t e planning

aut orities. T.ere is ainimum reguirement of stocks for

stratesic commodities which must be sustained,

Nomenclature of commodity Balances in A.R.E.

Up till now there are about 170 commodities or group of
conmoditics for which t e ministry of planning is drawing

- - * ) my. > 4. . . - - - 3 -
up balances”: The agricultural sector alone is classified jipto
4O commodities., The commodity balances department in the
ministry of plenning is t'e cnly responsible body for such
a job, However, the ministry of cconony and forcing trade
wien drawing up the foreign exchange budzet (For.exch.con-
trol & comm.marketing Boards), are &lso undertaking t e task

. 3 S )

of estabishing some balance which can be termed as comm. bal,

L

for some important goods related to © e foreign trade sector,

% Trese balances cover all commodities for the naticonal economy.

{

A



The commodity balances are grouped according to sector
classification such as:
1= Agricultural
2 M1n1ng and Quaﬂylnv ‘

zdnozarqet qode ddgwol odl .
L " i 3

OLEERS"
N - LJ

3- Industry

4, Construction
5, Electricity
6, Transportation and Communication

7. Services

However, one of the major problems in the ARE experience
in using commodity balances is the exclusion of servicess Total
services is added'to the aggregate comm. bal. so as Lo link
properly the system of commodity balances with the national accounts
system, Also, there is no concrete time table for drawing up such
commodities, In addition, this tool was not used by the foreign
trade group in the ministry of planning for setting the plan

targets of the foreign trade scctor proper.

2.2.f. The Partial Aggregation Approach:

In preparing for the construction of commodify balances
in the A.R.E. different steps are being made:

1. A separate sheet is made for every commodity or
for group of commodities indicating the different
sources and uses of the good at the producer, cost,
and market prices as well as in physical units
(Table 1).

2, From the above sheets, detailed ones are made accor=
ding to the same classification (or groupings) and

at the same three price bases.
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3. From the defajled sheets; trade margin is computed
(which is the difference between producer and market
prices) as well as the commodity taxes ( which is the

difference letween the producer and cost prices).

4, The fourth step represents the partial aggregation
(at- activity or sector level) indicating all sources
(Production,Imports) and uses (Final consumption +
Inputs + Investment + Exports + Changes in stocks)

of the sector ( or economic activity) at both cost

and market prices.

All above tables are constructed at current and constant
prices. In the following, we shall develop some tables to reveal

the partial aggregation approach.



y» Period:

Name of Commodity:

Unit basis:

. Value in
Data:

LEnm.,

SRE

Table (1)

WFinal Commodity Balance!

Sources

Value at

Quantity
Cost Producer Market

Value at

tity cost Pro~ .Mar-
ducer ket

Commencing Stock

Domestic Production

Imports

Final Consump-
tion

- Private

- Governmental
Inputs (Intermediate cons.)
Investment
Exports

- Changes in
stock

Total

Total




=

Table (2)
"Uses"
Period! -
Name of Commodity:
Unit basis:
Value in £Em.
- Value
Itenm Quantity at cost prigce  ai producer price

at market price

I. Inputs

Agriculture
Industry
Construction
Elecuricity
Communication
& Lranspor:as
tion

Services
Repairing

tt

Total Inputs

"Total Invest

- 5

ment

Consumpt ion

Governmental
Private

4. , Exports

S

. Changes in
Stocks

Total aggregate
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Table (3)

"Input Requirements for the Industrial Soctor"

Value: £,.E,m.

Quantity:

Sector (or economic Activity)

Value &t

cost price producer price market price

1,
2%
3
4y
Dia
6.

8,
9.
10,
iz
125
13,
14,
15,
16,
17
18,
19.
20,
21,

22u

23,
2k,

Pressing

mining & Quarrying <
Crude 0il

Food industries

Beverages

Cigarettes & Cigars
Textiles

Clothes & leather shoes
Wool

Furniture & wooden articles,
Paper & paper-products
Printing & wublishing.,.
Legther & L. products
Rubber and Rubber Products
Chemicals

Coke & Petroleum products
Coke refinement
Non-metallic prod.

Basic metallurgy

Metal »roducts
Non-electric machines &
equi pments,

Machines % Electrical
equipmentc,

Transportation eguipment
Other industries,

Total Inputs for Industry
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Table (4)

Commodity balance for 1971 at cost

and dMarket Prices.

Sector or Resources Uses
Economic . . ‘ : ‘ ; :
eF;??iti Domestic Imports Total Final Inputs invest- . Changes
ot Ei Production CIF consu- went Bx in
mpt ion ports stock

Agriculture
24 Industries
as classified
in Table (3)

above.

Pqrtial Aggregate
~ Investment Studies
- {(onstruction and

in=t «11ment of
machines

Trade
Toial Apgregate production (at cost prices)
Indirect Taxes
Toval (at Market
Prices)

)
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