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M. GAMAL ELDIN SAID — LARGE CUSTOMS UNIONS AND DEVELOPING COUNTRIES 7

discriminatory protectionism. Imperialism strived to fasten to the mother
country the markets of each new territorial acquisition. Chamberlain said,
1 should look for the solution in the direction of the principle of federations™.
Colonies were merely markets for growing manufactures, new outlets for

investment of surplus capital, and for energies of adventurers and surplus
population.

So, economic expansion — if it took place — was unhealthy, unbalanced
and served the main objectives of imperialistic countries. J.A. Hobson in his
book “Imperialism” said that “It seems sheer madness for Great Britain to
weaken herself financially by any further process of expansions”. This is
equally true, because the growth of nationalism, the move towards socialism
and powerful trade unionism are natural enemies of imperialism for they
take away from the “Imperialist” classes the surplus incomes which form
the economic stimulus at imperialism.

Customs unions were in fact non democratic organs, tha_t h'fnderc-:'l the
economic development of colonies, and resulted in the exploitations of the
native population, and only meant a confirmation of the rule of the privi-
leged class,

People’s wealth was looted to serve the interests of imperialist cm:mmfm,
with neither legal nor moral control. In many cases it only meant a \frldemug
of the gap of underdevelopment which separates the advancedtmunmes from
those trying to catch-up. Successive generations of the na_.twf: pl.'.::lpfle \jﬂt‘-rff
taught that their countries were neither fit not capalr'uln: of lnd‘l..istl'lﬂ.haﬂtli:.‘m,
they serve themselves best if they remained raw material producing cuumn?.:i
This means that they have to remain raw material appendages to the coloni
pOWers.

2. — The Changing World Scene

The new International Economic order which repl,accdtht_hemi?‘s:i;
period of reconstruction and recovery has been marked by the emerg
of new patterns in the international exchange of goods.

Multilateral, and non-discriminatory trade was the uIUrfmte goal a.nd
a move towards it was badly felt to lessen the bad r:asults of szlgh prevemfw:
tarifis, exchange controls, quotas, shortage of certain currencies, fluctuating
exchange rates, disequilibrium in balances of_paymf:nts:, _and st? on. The
benefits of international co-operation in avoiding policies fvhmh rﬂnlflt‘.l'
trade patterns unsatisfactory came to be apparant. Means for 1mp1eTnnt1ng
the hopes for a considerable reduction in obstacles to trade, ::erfam steps
were taken, some dgencies Were sel up, among which the most important
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During the seven year period 1951-57, steel output of the member nations
increased by 439, while their trade in steel products more than doubled.
The third step was to extend the pattern it developed for coal and steel to all
and other economic activities. By March 25, 1957, under the pressure of the
Suez crisis, the framework of the Rome Treaty establishing the european eco-
nomic community was not only hammered out, but also ratified. According
to the treaty, the creation of the common market involves:

l.— An agreement between six european nations — France, West
Germany, Italy, Belgium, Luxembourg and the Netherlands —
to abolish all economic barriers between themselves by 1970.
Trade within this area will then be as unrestricted as it is now in
The British Isles or U.S.A.

2. — The establishment of a common customs tariff and trading policy
towards non-member countries.

3. — The abolition of obstacles to the free movement of persons, services
and capital.

4. — The treaty though deals largely with economic, social and com-
mercial matters, but its inspiration is also, political. The treaty
looks forward to some form, as yet unsettled, of political unity
in Europe. “A United States of Europe.”

5. — Working out common policies in respect to agriculture, transport,
free movement of capital and workers.

6. — Taking measures and steps to ensure the full use and development
of the resources of the member states.

The keystone of the common market structure jg a common external
tariff. This would make of the common market the largest customs union
ever known. To this may be added, .the possibility of the entry of Britain.
and other countries of the “Free Trade Area”, after the unexpected rapid
Area”, after the unexpected rapid success of the first five years of the common
market, The common market has become undoubtedly a big force in world
economy. Its share of the world trade is about 20% by now. The following
table gives us an idea about its weight in the world economy.
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Population FProduction Production

Counfries in Imports = Exports of of coal

milfion million million steel millftons
Belgium .c.oveeveennnns 9.2 1.417 1.352
FLADCE iiicvissisvesnge 45.5 2.243 2.451
GEermany ..vesessasess 33.4 3.608 4.077
HAIE cuic s sasade 49.3 1.693 1.310
MNetherlands . coovseens 11.5 1.618 1.438

Com. Market......... 169.1 10.579 10.629 56 250
Unit. Kingdom...... 53.5 4.556 3.536

Com. Mark.&Brit.. 221.6 15.135 12.265

EES A i ssnninpintannn 0 LBALE 15.200 17.600 104 483
LB SR, sormsnansnivens | R0 5.100 5.400 48 305

The gross national product of the six common market countries has
nearly doubled since 1950; investment in industrial equipment reflects mo-
dernisation and big expansion. Industrial production expanded at an annual

rate of almost 10%.

What is more important and deserves mention is the common market
as a world trader. The foreign trade of the common market countries is much
larger in relation to their production of goods and is also more diversified.
The ratio of their imports to their gross national product was nearly 167,
against only 3% in U.S.A. Actually the common market countries absorbed
(1953-1959)j about 23%; of the export of primary producing countries just
equal to what is absorbed by the U.S.A. the stepping up of production and
especially agricultural production among the common market countries and
their ovrseas dependencies, mostly french “possessions in Africa™ will certain-
ly hurt the economies of many developing countries. The increase in the intra-
FEuropean trade between the common market countries and their overseas
dependencies might hit severely the efforts of some developing countries
that used to depend previously on their export trade to common market
countries. U.S., trade with common market countries show substanitial

increase as well.

(c) Free Trade Area:

Britain, together with other c?untries not members of the six tried to
arrange for a European Free Trade Area-ie. to eliminate trade restrictions



























L'EGYPTE CONTEMPORAINE

20

e —— e —

OLIEl I8LE] LBES TICET | ELLST 9581z rad el L6611 d I e e Tl IpEIL S
GIGLE 616L 19L6F §0119 | ¥IBIS 8Kz 98sEL TERTL LBFEI peesessneessemennnness e IR UOUILIOT
0961 6561 8561 0961 6561 8561 0961 6561 8561

sjdoduwg siodxa-aa Auipnpun s)aedxyg

apei], 0 JoUB|ugH

(spuncd puesnoyl ur)

SHJOTE NYILISIM HIIM FAVHL S.1dADH

I 2TdV.L



M. GAMAL ELDIN SAID — LARGE CUSTOMS UNMIONS AND DEVELOPING COUNTRIES 21

. "00s "3 uewy sSY (X)
%lﬁ“ﬂ%ﬂ

||||||||||-|||||I|III|
018 Liv £o¥ LS HRE ChE v oewomqn we e oAl EUS e EA e SRRt} TONO0)
011
95 s £8 ol (441 &1 souqQeq U010D
...... © « = azgupBuep
LET F6 LE LOS 105 09l
{x} — 9 Ll ot © saeydsoyd
T
96¢ 8LS zs 618 9LZ 6F od
s wne EE b0E SO
9cgl oLl LTl otll {081 £6rl
T P S e I WAV ot e e
ol = 8s T8L oF 1LET d
oy
£619 8759 £EOL 006F] o1 rd | [BLL uo o
il
0961 6561 gs6! 0961 6561 85 e
g0y IpEil 2334 IOYJEN UOWWOD)
L < e

{spunod puesnoy) ut)
VENY AaVHL Aa¥d ANV IINYVIN NOWWOD OL SLUOdXd NIV S.IdADd

a

11 37dVL



L'EGYPTE CONTEMPORAINE

EGYPT'S FOREIGN TRADE WITH COUNTRIES OF THE

{in thousand pounds)
Exports & Re-cxports

Zones

1957 1958 1959 1960
I.—Member Countries of the

Common Market
| 2y | e o PR Ay B, iz 4612 3161 3746
West. Germany....cccoruiesisssssasssn 5621 3416 7638 9280
T et o R 0 o o T S, 6317 6802 7305 7239
Belgium & LUXem. ..c.ccevereasiass 5531 1676 1435 1497
1= Tod DT e i P e 3735 1981 3093 1824
24415 18487 22632 23586

II.—Free Trade Area
Sweden . .ovimeeeinnanis T R, 428 289 289 399
Norway.......... R e Aty 271 150 190 292
Denmark ..eiiiiiiie ST 243 189 416 281
Portugal .......... e S | 236 171 369 427
Bwitzerland ........ccovmnnemenn. 4763 3305 3794 2240
United Kingdom .....oocveneeniins 119 8059 4215 4635
Amstria . .......... R e P 3806 3806 2719 2868
99031 15169 11992 11142

T —Commonwealth
Indla 7470 4771 6831 13475
Ametralit 1 41 38 3o
Newzealand . ....oonnnnninincininnnnns ®) 1 1 2
Other Countries ................. e 129673 124509 1127 143352
Grand Total ........ococvvvennnes 71552 163778 154259 191587

(%) Less than L.E, 500,
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COMMON MARKET, FREE TRADE AREA, AND OTHERS

Imports Balance of trade

1957 1958 1919 1960 1957 1558 1959 1960
2060 | 4437 5770 8825 |+ 1151 |+ 175 |— 2608 |— 5079
18073 | 27162 | 27898 32130 |— 12452 |— 13746 |—-20260 |— 22850
13710 | 22735 | 10870 11192 |— 7393 |— 15933 |— 3565 |— 3953
5576 | 6949 3134 3162 |— 45 |— 5273 |— 1699 |— 1665
7081 6968 | 4152 5796 |— 3346 |— 4984 |— 1059 |— 3972
46506 | 68248 | 51824 61105 |— 22085 |— 49761 |— 29192 |— 37519
1776 1412 | 2138 1897 |— 1348 |— 1123 |— 18490 |— 1498
1118 1114 557 322 = 841 |~ 964 |— as7 |== fap
1384 1170 474 1054 |— 1141 |— 981 |— 58 |— 973
209 153 67 2 |+ 27|+ 18 |+ 302 |+ 401
5093 | 4165 5202 4182 |— 330 |— 860 |— 1408 |— 1942
2738 | 10339 | 15470 13577 |— 2619 |— 2280 |— 11255 |— 8942
4390 | 3503 1865 254 1= 457 |+ 306 |- w54 = B4
16708 | 21856 | 25773 23312 |— 6715 |— 5887 |— 13781 |— 12120
8268 | 8962 | 5498 9945 |— 798 J— 4191 |+ 1333 |+ 3530
93 222 210 486 |=—"" 92— AErlesSiimini=""a%5
194 186 118 179 1= 194 ‘= 185 I=" 3fTe =27t
110799 |138775 |131001 130018 |+ 18874 14266 |'— 18236 | — 13334
182562 [138249 |214424 | 225045 |— 11010 |— 74471 |— we16s | — 33458







COST BEHAVIOUR IN CONDITIONS
OF ECONOMIC CHANGE

AN OUTLINE (*)

by

KAMAL RADWAN

FOREWORD

The aim of this inquiry is to trace the impact of economic
change on the levels of production cost as well as the pattern of
change in the producers’ demand as a change in their expenditure

channels.,
In other words, it is an attempt to interpret the economic
change through the cost behaviour as outlined in the cost schedule.
Sonte measures are suggested to forecast the change reflected
in and derived from the cost schedule proposed for the analytical

purposes.

(*) A revised research paper submitted to the Institute of Social Studies — The Hague
July 1962,
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to refinement and adaptation to whatever case in question. No problem of the
sort with availability of data, as they are all derived from the ordinary data
available in any firm at any level of organization standard.

Our proposed pattern of cost schedule consists of three columns, each
divided into two areas, the seventh area is added to represent the sum total
of column (V, VI) giving the total expenditure of industry or firm during a
certain period for a certain volume of production.

THE PATTERN OF COST SCHEDULE

Units used g Prices p Cost (expenditure channcls) M
in Production b
1 111 v
Uy P11 ! -
I = Tn
) - . ’Tm value of inter=
Un P2 ‘ T mediate goods
p { " : T and services, in-
cluding depre-
ciation
Uy P31 '
3 { = 5 Ta
11 v ¥l
A w W
v Met value added
L T R 5
K r F
: Vi
Total expenditure ==
X

In area I, given the physical units of intermediate goods and services
absorbed in the production process, classified into three main sub-groups ac-
cording to origin, regional, local other then regional, and foreign origin. This
group includes physical depreciation. In area II we find factors of production
units participating in production process: labour and capital.

The whole quantities in column I, II are liable to change absolutely ac-
cording to change in volume of production, and relatively according to
change in technology and productivity as well as the change in the infrastruc-
ture. This seems quite valid whether in industry under study or in the former
activities supplying the requirements even not reflected in price change as
the quality may change too.
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ships relating these factors to each other on one side, and to the volume of
production (P) and total expenditure (X) on the other. They can be summed
up as: -

1. Interrelationships between the volume of labour and the volume of
capital defined by: ;
(a) The nature of industry.
(b) The state of technology.
(¢) The relative scarcity of each factor.
(d) The range of substitutability between the two factors.
() The optimum volume of production (market cnnsideratians}_

2. Relationships between the volumes of labour and capital from one
side and
(@) The money value of production (X)
(b) The money value added to inputs (V) from another, through
prices and rates.

3. Relationships between the volume of labour and capital, each from
one side and the volume of production (P) from another, through

productivity of each factor.

Interrelationships under category(l) are assumed to be settled initially,
provided, changes in these interrelationships would create further changes

in relationships under categories 2 and 3.

Relationships under category (2) have been discussed under par. IL 3
above. Nevertheless, they are mentioned below whenever necessary.

And now we discuss the relationships under category (3) vis, produc-
tivity as a functional link between factors and product as a whole, l.:ehveen
labour and products in particular, as the latter is much stressed on in most

of the cases.

Productivity as a concept.

Productivity as a concept indicates in general the relationship bﬂt\‘fﬂ“fﬂ
a given volume of production and the total volume of factorrt combined
in production process through a certain period. Improvement 1n such re-
lationship means more production out of the same amount of ;cs_cr}wces, or
greater increase in production than the increase in resources utilized. So,
such improvement in collaboration with technical change can release a part
of the resources, if not needed in the same activities to be utilized elsewhere.
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target may be summed up as : increasing the volume of production subject
to the following conditions:

(a) decreasing cost per unit

(b) increasing value added

(¢) increasing employment

(d) less depending on imports
(e) developing regional resources.

It goes without saying that the degree of satisfying these conditions,
defines by itself to what extent the industry is healthy and promissing to
realize the desired target. Hence our task is of an analytical nature rather
than to set up a plan for developing our industry (or firm). Again we are
supposed to trace and measure the change, rather than to manipulate any
instrument to satisfy a plan of the kind. Only the supposed change to be measured
and its form to be defined.

For this specific purpose we introduce a simple model for analysis in
the short run, derived out of our cost schedule as defined before. The model
is consisted of seventeen equations, the same number of variables assumed
to be endogenous in our system. All prices and rates including selling price
are assumed to be exogenous variables, -as they illustrate the direct impact
of external changes. Symbles refer to the relative change in the initial known
values,

Our model runs as follows: (*)

) X '=1'|1‘:"+T|1'f

2V =@1W+9,R+¢3F
3JT =E||:T+E1|.T31+5311}51
HhW =wita

SR  =r41

6 F =f4+K

7) T =putly

(*) Special notes on the model:

I.—1In equation (1) 1) ; and 7 , represent the average weights V/X and
T/X suce.

2. —In equation (2) 1,' 1, and 1) ; stand for the average weights W/V,
R/V and F/V suce. e



L
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8) :rll = i’zl'i‘i-rzl
9) Ta =pu+ Uz

1) P =X—p

1) A =A+P

12) L =oa+ (P+p)

13) K =k+P

14) Uy =|éru+i’

15) U a =|§’31+1.’

6 Ty = Boapiap |

17) p =1Tt1i“'1l+Trzliiz|+TF3:i=3|+1T4:\;-’+Tr5|}+1161}'

3. — In equation (3) 511" S and & 3 denote to the average weights
Tyy/T, Tay/T and TyyfT suce.

4. — In equation (10) P stands for the relative change in the physical

volume of production.

5. — In equation (11) A equals the relative change in labourfoutput ratio.
The reciprocal equals the relative change in physical productivity of
labour. .

6. — In equation (12) a equals the relative change inthe working capitalf

output ratio. _
7. — In equation (13) k equals the relative change in "he. capitalfouFEut
ratio, the reciprocal represents the relative change in productivity
of capital. . 1
. — In equations (14), (15) and (16) B u P a2 and B3t represe:fu the
relative change in the technical relationships hcm_recn the different
sub-groups of inputs and the volume of production.

]

9, — In equation (17)
(a) f:-= the relative change in cost price per unit
Pil
) MWy =9 el _—
Pt

(@ yi1 e Y6l stand for the average weights Ty /X, TalX,
T3/ X, W/X, R/X and F/X
(d) i=12...8
10. — In all cases values in the weights are the initial absolute values.
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B) The elasticities of expenditure magnitudes:

The internal reactions of the formerly described changes with the change
in prices and rates from one side, and the change in the volume of production
from another, expose themselves in the expenditure channels shifts and inc-
reases. The final result of these reactions defines to what extent our tarpet
with its conditins is achieved.

B.1) The value of inputs

The relative change in the value of inputs and its components, with res-
pect to the relative change in total expenditure can be measured from equa-
tions : (1), (8), (9) and (10). Then we derive:
]-311 + l-:lIl
p + P
l}le o I:IZI
p + P
11:21 + 1:121
p + P

The fulfilment of our target with its conditions dictates the following
relationship: Eg < Eg < E; < L

NTuiX = = E;

E}T2|f}-{ B :EE

Y i X - = Eg

The three elasticities together define the relative change T as a function
of them all. Then the elasticity of value of inputs can be defined as:

10y T = By
and it should be a favourable position if the ratio proves to be = 1.

B.2) The value added:

From equation (4), (5), (6) and (10) we can derive the following relation- |
ships: '

" w + A
l]:l WJ'IX_ — r —r = .E“
N A
- r + L
I2RIK = = = By
O
.o f + K
13) F/X = =~ == B
p . H.F
149) ViX = E 14
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The lavourable position can be expressed as :
En' < En < By > 1 5 En

APPENDIX

The reduced form:
)X = P V + ¢,T
)V —x—p+¢.l{w+q:)y {r+cx)+cp3{t‘+kl

. 3 . 3 ’
3]:['=i’[5“+531+53[}+zEilPil'l‘z551ﬂil
i=q i=

4 p = RIet] fJu 4+ Ty Par + T Pa + T W+ Tar + el
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A. 5. EL-KOCHERI — ETUDES SUR LA NOTION DE CONTRAT INTERNATIONAL (1) 71

la stabilité et le progrés, le statique et le dynamique. Comme I'a dit ROSCOE
POUND, “Law must be stable and-yet it connot stand still” (65).

Le chercheur, digne de ce nom, doit établir la loi de ce “dynamisme™ en
commengant par établir la “genése”, "*évolution” et la “‘vocation” propres
au phénoméne observe.

Mais, la restitution de la “physionomie™ du contrat international, ne
serait qu'un prélude nécessaire pour comprendre sa réalité, c'est-a-dire sa
“morphologie” ou structure, telle qu'elle se présente dans la phase actuelle
de son évolution. :

En somme, une étude positive nous permettra de préciser le “Domaine”
et I"*Etendue” du contrat international.

L'étude physionomique et I'analyse morphologique du phénoméne ob-
servé sont les deux tiches que nous essayerons de mensr 2 bien dans cet ou-
Vrﬂ.gﬁ-u %

Dans une premiére partie, nous étudierons la “Physionomie du Contrat

International” tandis que la “Morphologie du Contrat .International™ fera
I'objet de notre deuxiéme partie.

—_—

[',,55} ROSCOE POUND, Interpretations of legal history, 1923, p. 1.
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