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The National Outlay of the UAR (Egypt),

1937=39 and 1945-1962/63.

by

)

Bent Hansen.

In both academic teaching and research work a great need is fels for
information about the availability and use of rescurces in the UAR (Egypt), notb
only for the post-war but also = in order to judge about trends of develcpment -
for the pre=war years, Actually a good deal of work has been done on this kind
of statistics, mainly within the Natiocnal Planning Committee (NPC), but only
parts of it has been published, and no attempts have hitherto been made %o put
together the variocus pieces of research into a consistent whole, allowing for
comparisons back in time of the trends of developments. As a basis for a fair
judgement of the achievements of the present S-year plan. e.g.,such comparisons

are indispensable,

Concerning national product and national income, definiticnally con=
sistent and comparab series gowrg back to 1945 (1939)have recently been pre—
sented by Donald Mead and mysﬂlf.'” It seems natural tc follow up these national
income compilations by corresponding compilations of tables on the availability
and use of resources for the same pericd. In conneciion with the national income
compilations, certain new information about the Government sector was obtained

which makes it possible to establish balance of resources tables for the period

#) Dr, Nazih Deif, Dr. G.A. Marzouk and Donald Mead have been very helpful with
information, discussion and comments, The responsibility for the compilations
is exclusively mine, of course,

1) Bent Hansen & Denald Mead, "The National Income of the UAR (Egypt), 1939-62%,
Memo No, 355, INP, Cairc, 21 July 1963.



1945-1962/63, One of these, Table I, is at current prices and covers the years
1945 to 1953, The second, Table II, is a% fixed 1954 prices and covers the years
1946 to 1956, The last, Table III, is at current prices for the years 1952/53 to
1959/60, ' A '

The tables are not fully comparable, but they are at least definitionally con=-
sistent and for the overlapping years the quantitative deviations are tclerabls,
Needless to say the figures for recent years are more reliabie than for eariier
years, The comments on the statistical sources in section ii) to iv) will »eveal
the main statistical weaknesses, A difficult choice had to be made concerning tie
import surplus where several statistics are available; after careful consideraition
of the advantages and disadvantages the payments statistics of the NBE were used,
but fortunately the main results are not affected by this choice, As an introduc=
tion a few remarks on the pre-war conditions will be made; to make a complete
balance of resources for pre-war years is not possible. In section v), finally,

a few conclusions concerning the trends of development are drawn,

The margin of uncertainty of the figures is substantial, the limited
coverage of stock statistics being perhaps one of the most serious shori-comings,
In partiecular, it should be observed that private consumption is everywhersa
obtained as a residuale, This means on the one side that the outlay figures can-
not serve as a control on the reliability of the national income figures, and on
the other side that all errors in the cther series cumulate in vhe series for
private consumption, This makes the private consumption figures rather uncervain
and they should net be used for year to year comparison without great cauntion;
only long term trends and persistent changes should be considered, In this respsaci,
however, I feel that the results will prove helpful in both teaching and research
work, and I hope that they may serve as a source of inspiration for improvemenisz
of the national inceme and outlay estimates « past and future = in the UAR, and

for research in pasi developments.



i) The Pre-War Years.
In his study of leng term developmenis of investments and income,

1 ; A
Dr, A.F. Sherif“) estimated the share of fixed investments in total monetary

2)

income to about 7 pct. on average for the years 1937=39. Dr. M.A. Anis in his
national income study estimated the value of output of Government services %o
about 5 pct. of national income for the same years, Applying the relation found
for the 'fifties (see below) between Government wages and public consumption,
this means that publiz consumption may have been about 7% pcte of national ine
come, Compared with the lavel of public expenditures this looks rather low, and
the percentage may have heen higher, No reliable balance of payments estimate is
available, but whatever net foreign borrowing there may have been, the conclu-
sion seems clear that some 85 pot., of national income was spent on private cone—
gumption during the years 1937-39. The range of uncertainty for this figure is

rather high.

ii) Table I: The Period 1945-54%,
Thiz is an estimate at current market prices, The GNI=series is that

of Dr. S.Ho_Abdel-RahmaRDB} The Net Import of Commodities and Services is equal
to the deficit of the balance of current paymentis as compiled by the Natiomal
Bank of Egypt (Central Barnk of Egypﬁ)4); the figure for 1945 is highly uncertain,
This series iz based on paymentz statistics and this means among other things
that the "net imperts® deviabss from the true commodity and service flow by the
so-called leads-and-lags in commercial payments; I have indicated this unknown
source of error by a "y" in the tables, Due to the method of calculation, this

factor will reappear in the estimates of private consumption., Gross fixed invest-

1) Dr. A.F, Sherif, WThe General Trend of Growth of the Egyptian Econemy During
the Last Quarier of a Cenfjury®, Memwo No, 121, NPC, Cairoc 1959, (In Arabic).

2) Dro. M,A, Anis, "A Study of the National Income of Egypt%, L'Egypt Contempo=
raine, Nos, 161=-2, Cairc 1950, ‘

3) Dr, EL Sayed Hafez Abdel-Rahmsn, A Survey of Foreign Trade in Egypbt in the
Post~War Period, University of Caire, Fac, of Com, Library, unpublished
doct, thesis, 1959,

4) See NBE, Economic Bullebin, and CBE; Economic Review, several issues,
bl 9 2



1)

were rather crude and from the methods bf estimation, it follows that the level

ments are the series estimated by Dr, Abdel=Rahman. His methods of calculations
is too low. The serieg for stock-changes is based on the fixed 1954-prices
figures of Table II converted o curreni prices by means of an index for the
cotton prices; the series for stock changes includes in the main only changes in
the stocks of cotton, grain and a few other commodities. The non-recorded stock-
changes, appearing as an unknown factor is total gross investments and, with
opposite sign, in private consumption too, are indicated by the factor "x",
Public consumption was estiﬁated by the same method which is applied for the
years 1952/53-1956/57, see below, It should be added that our figure for public

consumption in 1945 at current prices fit well with Dr, Anis’s estimates.

1ii) Table II: The Period 1946=56,

Thig is a fixed price estimate at 1954 market prices. The GNI-figurss

are those of Hansen % Meadqaj The Net Imporit of Commodities and Services wers
obtained as in Table I and are deflated by the official wholesale price irdex.
Since terms of trade gains and losses are already included in the GNI-figures,

we have only to consider the deflated deficit on the current balance of paymerts,
The deflation method is an open guestion, but fortunately it is a quantitative.ly
secondary thing, The Gross Investments, divided in private and public fixed ixne-
vestments together with stock changes, are the estimate of the GNP°3> Stock
changes include only certain commodities (cotton, grain etc.) and the non-rscorded
stock changes are once more indicated by an unknown X. Public consumption wag
calculated from the series of Government wage payments, including cost=of=living
allowance, at 1954-prices (i.e, at 1954-wage ra;es) as estimated by Hansen & Mead%}
multiplied by 1054 which is the relation between Government wages and pubiic con-
sumption at current prices found for 1956/57. Private consumption was again ob-

tained as a residual,

1) Abdel—Rabman, Op.Cito, ApPpe3. The series for fixed investments and naticnal
income presented by Dr., Sherif, op.cit. shows the same picture as Abdel-Rahman,

2) Hansen & Mead, op.cit. The figures from 1946 to 1954 are taken directly from
Table 4, while the figures for 1955 and 1956 were found through interpolation
in Table 8 and chaining %o the figure for 1954.

3) Memo No. 40 A, NPC, 1957, (In Arabic).

4) Hansen & Mead, op.cit. Table 3.



iv) Table III: The Period 1952/53 = 1962/63.

The table is at current prices. The GNI-figures from 1952/53 %o
1959/60 are those of Hensen & Mead.l> Those from 1960/61 - 1962/63 are the
gross domestic product figures of the Ministry of Planning. The difference
between the two sets of figures is negligible (LE 3 mill, in 1959/690) and

for any practical purpose they are comparable, The Net Import of Commodities

and Services were obtained as in Table I, The Gross Investment series for the

)

years 1952/53 to 1959/60 is taken from the Statistical Atlas2 ; for the years
1960/61 - 1962/63 the figures of the Ministry of Planning for actual invest-
ments were used. Stock changes were for the years 1952/53 = 1955/56 taken

from Table II, interpolated and inflated by the cotton prices; from 1956/57

stock changes were estimated as the value of changes in the stocks of cotton
during the nearest cotton year, Public consumption has been calculated with
the Ministry of Planning estimates for 1959/60 to 1962/63 as a starting point;
the years 1956/57 to 1958/59 were obtained through chaining to the Ministry of
Planning figures for 1959/60 a series for current expenditure minus interest
payments, price subsidies, railwaysand petroleum authorities' and development
expenditures; the years 1945 - 1955/56, finally, were obtained through chainin
to the figure for 1956/57, obtained as above, a series for Government wage
payments including cost—of living allowances.j)
consumption will be available when Dr, Rasheed Khalid finishes his budget

(A better series for public

analysis; at present, however, the series obtained here seems o be the best
one at hand), Private consumption was then obtained as a residual., The figures

for 1962/63 are preliminary.

1) Hansen & Mead, op.cit. Table 8.

2) Ten Years of Revoluition, Statistical Atlas, Department of Statistics and.
Census, Cairo 1963, Table 1ll,

3) Hansen & Mead, op.cit. Table 3,



v) Conclusions,

As pointed out earlier the figures in Table I-III are quite shakyg
this is in particular true for the residual Private Consumption. Since the latier
also includes some stock changes {in particular of imported goods) together with
capital exports connected with the leads-and-lags in foreign payments, only
larger shifts and persistent trends in consumption should be considered, Iz ke
long run both the stock changes and the leads~and~lags changes will probably even
out or at least boil down to small, unimportant factors. With this gensral wari-

ing, the following trends (measured as shares of GNI) seem dccumentated:

Gross fixed investments show during the "private enterprise period"
B E

1945 4o 1955/56 a typical cyclical pattern related through foreign trade and
domes%ic economic policies to the general "world cycle". The Suez War brought
with it a fall in the share of investments (the reason being the distorition of
foreign trade), but since then a continuous increase in the share of investmenvs

haz taken place, see Fig, L,

To compare the performances of the old "private enterprise” economy
and the present “plan economy", it may be suitable to consider the years 194851
together with 1954/55 and 1955/56, or 1954 and 1955 resp., as "boom years® (or,
"good Years®, at least) and 1952 and 1953 as "depression years", while the years
1956/57 (1956) %o 1959/60 are disregarded as being years of transition from pri-
vate enterprise to plan economy, highly distorited by the Suez War and the followw
ing changes iﬁ the patterns of foreign trade., We have also to account for the

o
O

difference in level for overlapping years in our three tables. We shall chos
adjust the levels of Table I and II to that of Table III, Concerniag Table I,
we have to adjust according to the difference in 1954 (the price basis year),

(7]

and we find that the investment shares of Table II has to be adjusted upwards by
about 1% pet. unit. Concerning Table I, the years 1952, 1953 and 1952/53, 1953 /54
show a difference of about 3 percentage units by which we adjust the fixed invest-
ment shares of Table I upwards, We find then for the post-war years

Average shares of fixed

Private enterprise-Egypt: gross investmenits in GNI,
Boeom years 14=15 per cents
Depression years 12=-13 ¢ i
Average over the business cycle 13-14 n v

Plan-~Egyph ¢



During the plan years the "free" world economy has been governad by
a booming Burope and Japan, and a rather slack USA, The raw materials marketz,
incl, cotton, were in general not booming and, furthermore, the Egyptian foreign
exchange position was deteriorating rapidly during these years, partly due to
the crop failure in 1961/62, For a fair comparison it seems reasonable - although,

of course, nobody knows how the investments would have developed after 1952 if

no changes in the economic system had occured - to compare with the average over
the business cycle during the post-war "private enterprise-years", This gives us
13=14 pct, for private enterprise-Egypt as against 16~17 pcte. for plan-Egypt with
a clear tendency for this share to increase, In this comparison, it should be
remembered on the one hand that the share of fixed investments in pre-war private
enterprise=Egypt seems to have been only about 7 pet. and that without Government
interference the share might have been growing in any case., On the other hand,

we also know that the years 1948-51 may have been influenced by a pent-up replace=
ment demand from the war period, and that already from 1952/53 the Government
started intervening with the investment activityj actually the share of public

fixed investments increased from 1952/53.

Public consumption, see Fig, Il, increased its share in GNI strongly

during the years 1948-52 (defense expenditures connected with the Palestine
crises). From 1952/53 to 1960/61 the share stayed fairly constant with a natural
temporary increase around the Suez War., From 1961/62 a certain increase took

place agaln.

Private consumpiiobn has experienced a long run fall compared with GNI,

Before World War II its share of GNI seems %o have been of the order of magnie
tude 85 pct. The series for the years 1952/53 to 1952/63 (see Table III), ends
up in a level of slightly ab@ué 70 pcte Even taking into regard that the level
of the earlier %ggrgg 33 ﬁgggsﬁgdngW£t§yaanff %npgﬁé g égg of consumption by
more than 10 per centage units over the last 25 years, Exactly when this fall has
taken place is difficult to judge due to the uncertainty of our series and the
large irregularities which they display. The immediate post-war years show vexry
large variations in the share of consumption. From a low level of about 78 pot,
in 1945 (probably still influenced by war time shortages), it rese to about 85
pct., the following year(s) (probably influenced both by satisfaction of penteup

war-time consumer demand, and unrecorded stock refillings), only teo move down



again to a level between 75 and 80 pete during the followlng four years. Our two
series show unfortunately a rather divergent picture for the years 1949 and 1950,
but both series agree in a fall in the share of consumption from 79-80 pct. in
1948 to aboubt 77 pcte in 1951, All series agree on a relatively high share in
1952 (most probably due'to anrecorded stock-pilings in connection with the
abnormally high imports in 1951 and 1952, and perhaps also a temporary fall in
savings due to the polltlcal events that year), After this there is a~new fall
and around 1955 to=-day's share seems to have been reached, Disregarding the
various short term irregularities mentioned above (during the whole period the
"leads—-and=lags" may have contributed to the irregularities in a way which is
very difficult to acertain), it is my impression that there may have been a
slight fall in the "normal" share of consumption from pre~war to post-war years
(but about this I feel quite'unuertain), and that from the immediate post-war
years until 1955 a (further) gradual fall in the share took place.

Most probably the development of the share of consumption has to be
explained by the development of the state finances incl. the pension and insur—
ance funds after 1956 (influencing the relation between GNI and private dispos-
able income), and to the strong shifts in income distribution, which took place
in connection with the war time inflation, the Korean boom and its aftermath, the
agrarian reforms, the increase in protemtionism around 1954, and the lagging
wages. Actually the share of taxes and other Government revenues in GNI rose
from about 19 pcthe in 1945/46 to about 25 pct. in 1955/56, i.e. about 6 pcte
units, The share of consumption fell from 1946 to 1956 from about 85 pcte to
about 75 pcte, i.e. by about 10 pcte unitse. Measured from 1945 to 1955 the fali
seemsto have been somewhat smaller, The fall in the share of private disposable
income in GNI seems $herefore to'explain a major part of the fall in the share
of consumptlon during the post~war period., A% the same time there was most prob-
ably-a shift in private disposable income in favour of company profits. Concerne
ing the (perhaps fictitious) fall in the share of consumption from pre-war to
post-war years, other forcés dust have dominated the picture because the share
of taxes etc., in GNI actually fell from about 20 pcte in 1938/39 to 19 pet. in
1945/46, which means that the sharé of disposable private income has most prob-
ably risen, For the war period we have %o rely on the shift in income distribu-
tion in favour of profits and renis in connection with shortages as the possible

explanation for a falling share of consumpticne.



From around 1955 the share of consumption has been rather constani
(obs, that the short term fluctuaitions in the share of consumption are closely
related to the size of the balance of payments deficits, which probably simply
means that the non-recorded stocks, the factor x, mainly consists of import goods),
but sc has been also the share of taxes (incl, pension and insurance funds accu=
mulations there has been a slight increase), Many other interventions have,
however, taken place during this period which might have affected the share of
consumption, There is, however, no evidence for a tendency for the share of
private consumption to increase during recent years. Even if we take into accounu
the possibility that investment prices may have risen more than other prices,
and think in terms of fixed prices, an increasing share of consumption during

recent years seems out of question.

oo C co
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Availability and Use of Resources 1945--1953,

Table I,

LE mill, at current market prices,

1945 1946 1947 1948 1950 1951 1952
GNI 852 535 578 718 916 1016 920
Net Import of Com. & Serve. + ¥ =45 13 21 7 1] 15 53
Total Available + ¥y 507 548 599 725 927 1031 973
Fixed Gross Investments 28 43 53 77 97 106 104
Changes in stock of cotton etce =3 =2 =L 6 =8 12 -
Total Gross Investments - x 25 39 52 83 89 118 104
Public Consumption 49 50 52 69 117 124 136
Private Consumption + X + ¥ 433 459 495 573 721 789 733
Total Uses + ¥ 507 548 599 725 927 1031 973
Shares in GNI: (per cents)
Net Imports + ¥ ”8.l 295 3:? 1.0 0 5] 132 135 508
Fixed Gross Investments Bl 7aie 9,2 10 27 TS 10.6 10.4 11 s
Total Gross Investments = x 4,5 7 9,0 11.6 10,6 9.7 11,6 Bl
Public Consumption 8.9 9.3 9.0 9.6 THO e 12.8 12,2 14,8
Private Consumption + X + ¥ 8.4 85.8' 85,6 79790 HOGeS RPESHN ST D ei

¥ indicates capital exports due tc changes in the

leads=and=lags in foreign payments,
% indicates unrecorded stock changes.



Table IIT.
Availability and Use of Resources.
1952/53=1959/60 at current market prices.

1960/61=1.962/63 ¥ oL 2Ot Lo SRR 17 .
(LE mill).
52/53 53/54 54/55 55/56 56/57 57/58 58/59 59/60 |60/61 61/62 62/630)

GNI 1) 905 963 1014 1072 1125 1195 1256 13572 1467 1550 1679
Net Import of Com, & Serv. +y 31 =10 25 39 20 46 1% 36 36 69 100
Total Available + ¥ 936 953 1039 1111 1145 1241 1273 1408 1503 1619 1779
Gross Investments - x 119 132 146 172 151 165 181 175 229 248 307
Stock changes = X 3 9 12 12 15 15 ik =13 I ~10 8
Public Consumption 195 135 140 164 195 172 1LY5 187 211 260 290
Private Consumption + X + ¥ 684 (86 753 775 819 904 919 1050 | 1063 1111 1182
Total Use +‘y 936 955 1039 1111 1145 1241 1273 14068 | 1503 1619 1779
Shares in GNI: (per cents)

Net Import + ¥y 3.4  =1.0 2.5 256 1.8 B0 1) 2.6 2,5 4.5 6.0

Gross Investments =x 1350 15e? 14,4 16,0 13.4 15,8 T4.4 1245 | 1547 16:0' 18:%

Fixed Gross Investments 12.8 12.8 13.0 14,9 13.3 12,6 150 1344 183 1646 17.2

Public Consumplion 14,9 14,0 13.8 TESS 15.6 L/l S By S 13.6 | 15 1658 1 14998

Private Consumption + x + y 75.6 A 74,3 R e 72,8 Fhms B ie 2651 7246 . 1YE7 704

o) A1l figures preliminary. 1) For each of the years 1959/60 and 1960/61
y indicates capital exports due to changes in the LE 10 mill. havsz been added to account for
leads-ands-lags in foreign payments. Russian deliverias for the High Dam. These
r indicates unrecorded stock changes. daliveries ars noht ins_wiel in the CBh—
estimetes of the Balance of Payuents

o TIT e



Table II.

Availability and Use of Resources 1945-1956,

LE mill, at fixed 1954-markei prices,

1945 1946 1947 1948 1949 1950 1951 1952 1953 1954 1955 1956
GNT 673 704 731 908 937 1013 1084 1001 956 1010 1061 1093
Net Import of Com. & Serv., + y =47 i 24 8 4 1l 14 50 8 4 3 29
Total available + ¥ 626 718 755 916 O41 1024 1098 1051 964 1014 1095 1132
Gross Investment = x 64 188 123 139 137 149 315 0110 128 160" 130
of which: :
Private fixed 55 77 89 - 117 122 115 87 70 72 Oy 74o)
Public fixed 14 12 15 18 19 26 28 35 Ly 5% 44
Stock changes = x / =2 =1 7 =5 wdy. 8 - 6 12 9 g
Public Consumption 46 50 55 5 99 108 118 128 124 138 i52 170
Private Consumption + % + ¥y 604 612 720 712 779 831 808 729, W48 S8 8w
Total Uses + ¥y 626 718 755 916 ol 1024 1098 1051 964 1014 1095 1132
Shares in GNIL: (per cents)
Net Import + y =70 . 2.0 3.3 0.9 O L.l Le3 5.0 058 0k TAHENNED S
Gross Investments - x (e fc D L2l 0 IR B o SO g iy [ 3 e o R [ oy S [ i R e Tl )
of whichs
Private fixed 78" 20,50 T1L08 1205 - 9250 1046 8e7 Te3 e 8.9 656,
Public fixed 1.6 1.6 LT 2,0 1.9 2.4 2.8 Tisird 4.4 5.4 4.5
Total fixed o VIR o [ L= G 5 S o W = B 1 il 3 VA 0 i 1 11,1
Public Consumption 6,8 Tad Tcb 83 10,6 1057 109 1248: 13,00 450F  J40E 586
Private Consumption + X + ¥ BSe7 TAZLT DL 75,9 76,9 76 .6 BOT 76,2 FAL0T A aRaat ]

il e L

ndicates capital exports due to changes in the
eads—and-lags in forsign payments.
ndicates unrecorded stock changes.



