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SOME COMMENTS ON Prof. NURKSE'S CAPITAL
ACCUMULATION IN UNDERDEVELOPED COUNTRIES

by
N. KOESTNER.

Prof. Nurkse's chiice of the subject for the Commemoration
Lectures of the National Bank of Egypt has been very timely
and we must be grateful to the Bank for having published them
for free distribution.  The lectures give a remarkably lucid
theoretical background to the problems of capital accumulation
in underdeveioped countries which is one of the subjects
constantly under discussion by the economic experts of TU.N.Q.
and by different bodies of this complicated organisation.

I has gradually been forgotten during these diseussions thal
there exist different Lypes of “underdeveloped” countries and
many receipes have been and are being offered based on the
simplified assumption that an underdeveloped country is a poor
country.  When  discussing  underdevelopment, practically the
whole of Asia. Africa, and South America, the Balkans, and a
fow ofher odd places are all classified as underdeveloped amnl
thus differenl categories of countries facing quit different economic
problems have been (hrown into one pot.

To begin with, there still exist primitive, sparsely populate:d
counlries which can well be labelled “underdeveloped™, and there
still exist also enough “Kulturtrégers™ in olher parts of the
world who arve eager to carry “civilization™ o these parts, to
develop the undeveloped (‘underdeveloped™ according (o the new
jarean) resouvees of these regions in the interests not of the
ahorigines, huf of the “RKullurtriigers™ themselves, This proces
is well known and it does not malter much whether we eqll j
eolonialism. imperialism or by any other name,

.
i

“#)  Prof. RacnaR NURKSE: Some Aspects of Capital Accumulation in
Underdeveloped Countries—National Bank of Egypt. Piftieth
Anniversary Commemoration Lectures—Cairo, 1952,
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From the point of view of original inhabifants of such an
“underdeveloped’ ecountry any colonization, no maltter how
“scientifically’” conducted, means an intrusion of foreigners into
the existing society, and even if it is not accompanied by fortright
extermination of the aborigines, as happened in North America,
it always brings disaster to the original possessors of the land
by the limitation of their land utilization, by the introduction of
alcohol, diseases, the destruction of wild life, and by the destruction
of the legal structure of the society fitting the existing conditions
of land cultivation, land tenure, and other features of the economy.
If colonizers need capital and other help to “‘develop™ a certain
“underdeveloped’ country, and look for foreign aid (as does
United Kingdom at the moment in the interests of her colonies
in Africa), one should not make oneself any illusions—the capital
is needed to further the interests of the colonizing country (as in
the case of the now famous groundnuts), and not in the interests
of the aborigines. In all such cases, whether it be the Russian
Turkestan or Siberia, Manchuria, Malaya, Congo or South Africa,
we have to deal with a development process in a way imposed
on the country concerned, of which the aborigines did not feel
the necessity of importing either the capital or the technical
advisers. The capital needed for development, mainly of the
natural resources in the interests of some far-situated colonizing
power, will normally be made available by this very power
through local saving or through borrowing elsewhere. As the
lands belonging to the aborigines will be either expropriated
straight away or alienated by some scientifically established
formulas (¥) in favour of the intruders, the aborigines will be
pauperized and thus the argument will be available that w2
have to deal with an “underdeveloped™ poor country that offers
a proper object for international financing operations.

An example taken far away from the atmosphere poisoned
by the argumenls about imperialism and colonial exploitation
will perhaps contribute to the clarification of our idea. Fven in

(*) A number of scientific statistical expeditions under the leader-
ship of prominent statisticians were sent out to the Kazakstan
(Kirghizia) to establish the areas of land necessary to support
the Kazak nomads, and to define ‘“‘superfluous” area that could
be thrown open for Russian colonization.
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Burupe, lo say nothing of cther continents, one could find on the
fringes of old civilisation vast areas where land was plentiful
and could be had practicaily by taking possession. The villager
was toiling the land in the most primitive manner, had plenty
of food, contfortable shelter and elothing all produeced by the
family, would drink cream and not milk, and queach his thivst
with -thick beer brewed at home. Such a villager did not need
capital nor technical aid from anybody and he was past master
in exacting from the soil the highest quantity of food with the
least effort, sowing perhaps only one tenth or less of his cultivable
area and leaving the rest fallow in one or another form fo
recuperate ils productive capacity.

Imagine now that the Planning Authority decided to opet!
4 mine in the neighbourhcod and rushed tens of thousands of
miners to the spol.  There would at once be created u food
shortage and it would be found that the country is under--
develoned.  Tracltors will be needed, drainage of land and other
ameliorations.  The local peasants would be found to be
technically backward, their cultivation methods wastefui.
“Juperfluous’ areas would be cut off from the village lands.
and the peasants, incapable of adapting themselves to the new
conditions, would fall into poverty, and would need aid in capital.
equipment as well as technical advice. -\ similar process has
repeated itself often in any area of rapid development forcel
fram outside.

Population growth will slowly foree any society to work
harder and eventually improve its methods of production to cope
with the demand. The process will “finance itself” by
qceumulating the capital and experience. The last thousand years
of well studied European economic history have demonstrated its
mechanism. So far as international financing came into the
picture, it served mainly to finance war.

The change that came with the advent of capitalism should
nol be misunderstood. Although outwardly it often appeared
that capital-hungry negotiators came to the London City to obtain
loans for development of their “underdeveloped” countries, it
was the enormous pressure for expansion and need of food and-
raw materials experienced in the lending countries which made-
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the capital exporl possible and necessary. The development was
thus sped up all over the globe, und it depended on local circums-
tances whether the resull was an independent capitalistic
community (U.8.A., Canada, Australia, S.-Africa, parl of
S.-America) or an “imperialistic” eolonial expansion. _

If there still exist underpopulated areas which are under-
developed’ because their scarce population does not need any
development, their development will be enforced from outside
as soon as anything interesting for the developed countries can
be found in these territories (wether gold in Alaska, oil and iron
ore in Venezuela, or in Arabian desert, or cocoa, palm oil, rubber
in different colonies elsewhere).

An eskimo or a pigmy of Central Africa is poor and under-
developed only from a European point of view. If his hunting
ground is large enough, he may lead a happy and contented life
--s0 long as outside interference does not disturh the basis of
hig economy.

There exists, however, quile a different poverty in the
world, not that of the ceontentment with primitive life of a
sparce population living amidst plenty, but arising out of the
overpopulation. Population growth, as we have mentioned, forces
technical development and drives the people to work harder. TIf
for a negro of Central Africa or for an eskimo, it is difficult
to differentiate between work and play, a peasant in an over-
populated country must strain his energy to the utmost to produce
the food for his family and the surpluses for the market with
which to buy the rest of the necessities of life. The process of
population growth has produced similar difficulties and sufferings
all over the globe, and while in some parts solulions have been
found in colonial expansion referred to above from its reverse
side, and in simullaneous industrialisation, peoples of other
counbiies, devoid of mineral wealth or where this wealth was
unknown (Middle Bast oil ), have been straining (heir efforts
mainly in the divection of extracting from the soil the ulmos
it ecould affopd.

One can well imagine a very harmoniously developing
community which 1)110(111&_-5 not only all its food bul also other
necessilies of life pequiring some industrial processing, an
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eventually, as the popuiation grows, tinding itself facing &
shortage in agricultural produce because the agricultural expan-
sion ig subject to the law of diminishing returns. If imports of
food and other agricultural produce are impossible on big scale
hecause of difficulties of communication (Mesopotamia), a
situation develops where the conununity is forced to reserve
more and more of its labour force for agricultural production.
and {hus gradually grows poorer in other amenities of life. On
the technical side the resull will be an over-exploitation of soil
which will gradually deleriorate and the more so, the more
highly the agricultural technique develops. It is the most
efficient and complete irrigation system which was the cause of
a deterivration of agricultural production and eventual total
abandonment of wide areas of formerly productive soils and
caused the eventual downfall and disappearance of great civili-
sations, and which threatens the economy of some other parts
of the world at presenl. If natural conditions are more favourable,
Jike in some densely populated valleys in Asia or in Egypt, such
a disaster may not follow, but the population may live on
starvation levels for centuries and be liable to disastrous famines
from time to time.

It is a misnomer to call these densely populated poor
countries underdeveloped : they are not underdeveloped but rather
overdeveloped and have reached a position where the further
development was prevented by natural barriers and where in
some cases as a result of the deterioration of the soil a retrograde
movement has taken place. Admittedly, the development has not
been alike in the different areas that are comprised in this group
of overpopulated countries and for this reason in the further
ecomments we mainly have in view the Egyptian conditions. But
we believe that on many occasions the comments are also

applicable elsewhere.

To make it clearer what we mean, a few comparisons of
conditions in Egypt with those in the T.S.A. deserve to he
quoted.

3 The foilowing were the vields in Egvpt and U8 A iy (948
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[ USA Egypt

. (per acre) (per acre)
‘Cotton, pounds .. .. .. 311 578
Wheat, bushels .. .. .. 15 36

An estimate of the replacement value of public ameliora-
tions of land, including dams, canals, etc. in Egypl is not
available, but it can he safely put at well above £200m or over
£33 or $95 per acre, thus more than double the total value of
an acre of farm land in the U.S.A. Government upkeep of the
irrigation system alone costs in Egypt about B11 million per
vear, and about £3-5 m. is spent yearly on new irrigation works.
or aboul $1.50 a year per acre of cultivated land. Egypt uses
at present as fertilizer about 20 kg. of nitrogen per acre of
cultivated land against about 3 kg. per acre of cropped land
the U.S.A

The “picture changes. however, when we consider the
density of farm population. - Bince in Egypt we do not possess
figures on- the total fatm population, we take the. population
outside the towns at about 16 m., which gives “approximately
2.7 people per acre of cultivated land. In the U.S.A. the number
is:about: 0.02 per.acre-of total farm arew or about 0.07 per acre
‘of cropped avea. The whole problem ma y be said lo be- posed
by this comparison. As a result of extensive cnltivation in the
States, agricultural production per head of . agricultural population
amounts to over $745 in the U.S.A. and to approximately %60

in Egypt, inspite of vastly superior inbmu intensity and much
Jigher capital investment.

It is the law of decreasing returns that is defeating the efforts
of improving the lot of the people in Egypl. Marginal lands and
marginal increases of productivity of the existing cultivated area
are of course possible but only at g high cost which leaves np
great promise for an improved living standard to those who toil
the land. Capital investments of the type as usually are in minds
of those studying the problems of agricultural development in
poor overpopulated countries, in places far away from these
countries, and recommending tractors, combines and other top
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achievements of extensive agriculture are quite out of place in
Beypt and will aggravate the situalion instead of bringing relief .
they will most probably reduee the yields, and what is worse,
make more  people superfluous in a country already over-
populated. These are commonplace truths that need no special
verification or proof, since we have not yvet met an expert who
would nol agree Lhat if per any miracle, the population of this
country were reduced by hall or by two thirds, the remainder
will at onee be able to improve ifs standard of living if not
two or three times so at least very considerably.

The greal handicap of this country is exactly the fact that
it is a country of very intensive agricullure and any new effort
of inereasing the production whether by applying move capital
or more -labour is giving diminishing and comparatively low
yeturns. There are only a few fields where the returns are
mare promising and the improvements will prove to be profitable
in the capilalisl sense of this word. One cones regularly across
teporls from the U.S.A. that application of fertilizer pays itseli
eightfoid.  This, is hardly the case in BEgypl where fertilizers
are used intensively and cne may even suspeet thal s certain
limit of their utilisation has been reached since al present prices
the stocks of fertilizers remain unsold although ecredit for the
purpose is not lacking. There cannot be any doubt that 100
paunds invested in a farm in the Middle West of U.S.A. will
give higher returns than the same amount invested in agri-
culture in Egypt.

; The fact 1s not always realized that the same amount of
labour and capital applied respectively in an extensive and an
inteusive agriculture do nol yield the same results—the results
pre much smaller in the countries of inlensive agriculture.
From ihe point of view of abstract economics capital and labour
should both, of course, be applied at the place where they yieli
lhe maximum results.  This leads us straight to the conelusion
that it is not the import of capital which is needed in the
overpopulaled countries—which is wasteful and can be used at
lome nmore profitably—but it is necessary to transfer the available
labour to places where it can be applied with the optimum
vesults.  But this of eourse does nol apply in the actual situation
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where each nation 1s jealously defending its own means of sub-
gistence. in a world tending to beeome overpopulated.

The problem of Egypl is overpopulation ; it can be relieved,
but not solved by the incessant struggle for inereased production
to feed the number of people growing at a rate of one thousand
a day and against the handicap of falling productivity of any
new unit of labour applied. The figure of one thousand pes
day refutes by itself any argument that industrialisation is th.
solution. Tt is unthinkable that 100,060 or so newecumers can
be industrially occupied every year in the light of the fact thad
the total occupied in the industry is less than 600,000.

It is agreed that by new large capital investments many a
stretch of desert can be converted into fertile land. But informed
opinion in this country is that a feddan of desert turned into
cultivable land costs as much as a feddan bought in the most
fertile part of the country. Thus the problem is still governe
by the Law of diminishing returns. 1t is quite possible to invest
further enormous amounts of capital in Egyptian agriculture.
for instance, as it is actually being done by the force of circums.
tances, but there exists a fair probability that any new unit of
product extracted by this means from the soil will cost moras
than the previous ones, and that as a consequence—no relief
is offered to the producer, since per head he will produce less
than before. 1In actual fact the statistical picture is that since
1939 the physical volume of agricultural production has tended
to fall, notwithstanding the heavy investment in irrigation and
other amelioration schemes. [If these investments have paid
dividends, 1t is because of favourable terms of foreign trada.
Whenever the price trends will he reversed (*) a mast awkwar!
situation may be disclosed.

It is a pily that Prof. Nurkse has by-vassed this funda-
menlal problem of Egypt and of many other overpopulated poor

comntries.

(*1 As they have recently.
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We o pnow  may deal with some of  the advices which
Prof. Nurkse has to offer for partial relief to people whose
stundard of tivinz has been foreed down to starvation level by
ils growing numbers.

His first advice is that since there exists a hidden under-
employment in the countryside, one could switch the unemployel
part of the population to the production of capital goods, if only
vare is taken to keep the consumption of the population as low
as hefore, by taxation or direct controls. From the point of view
of abstract model economies this looks very reasonable and
comparatively easy tu apply. Unfortunately the economist has
forgotten to consull the nutrition expert. If he had done so.
he would have found that the model must be amended.

A human being in abstract economies will work when.
in a mental exercise, il is ordered to do so. An actual man must
be fed a number of additional calories, to enable him to perform
additional physical work. The average man needs 1700 calories
per day to keep alive. For any physical work he must absorb
food producing about ¢ times as many calories as he has .
produce in work. A man carrying earth from the bottom of a
canal in a basket needs, say, 150 calories an hour which for
8 hours represenis 1200 calories of extra food requirements. 1If
we consider that one third of the population of a village is
superfluous, we ay take it that § of the population needs full
ration, and } needs only tc be kept alive on starvation level.
There will be, of course, no such strict differentiation, the
people on the average consuming, say, % x 17004 3 x 2900 =2500
calories a day. If one third of the people is taken away, to
dig a canal, the total population will need a daily working ration
of 2000 calories. Thus the food requirement will inerease by
16 %, or taking into consideration that the “starving™ part
consuming only 1700 calories, was taken from the village and
wets the starvation ration from the village as hefore, the Govern-
ment must contribute to their food. 1200 calovies, ov 41 °%. In
addition, the administration, ete., of the canal construction wilt
cost al least 25 % of the calory cost of workmen., or
2000 ~» 0.20 = 725 calories per workman which also must be
found by the Gavernment. Thus, in calovies. the Government
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will gel from the village for capital investmenl 1700 calories and
must supply itself 1200 4+ 725 = 1920 calories or about 53 %
of the total new investment expendilure in our example.

The exaumple is hypothetical and dos not pretend to ne
in agreement with the nutrition and working standards of this
couniry (*), bul obviously whenever the government of a poor
country borrows money abroad for carrying out a capital project,
the contribution it extracts from ils own people is of similar
dimension. Thus there is no 100 % local finaneing possible
on the theory of the superfluous population in the villages
harnessed io capitul works. Prof. Nurkse admits thal therc
will be differences to cover, hut ascribes them to frictional factors
and to leaks in enforcing the scheme. In actual facl there is
a fundamental gap of the same order as the possible extraction
of the “ealories™ from the village.

The argument may be met, of course, by the statement
thal history is full of examples where the State forced starving
workmen {o work and perform large capital works unfil thiy
Succumbed to their fate. Canals have been built by many rulers
virtually with the bones of forced labourers in muny parts of
the world (not excluding Egypt). But is such a proposition
worth considering, and should the very bones of those for whose
wellbeing the promoters of capital® investment dre eatering, be
(::'l'lléll}' sacrificd {o this new Moloch ? ' | ‘

Prof. Nurkse deals further with the observed facl thal
capital investment in a4 poor country often proves to be i failure
bacause its products find no market, the purchasing power of
the population being too small.  There is greal truth in the
statement, and one of the most outstanding failures of this
nature was observed in Bulgaria hetween the two wals. The
Government pursued a very active industrialisation 13'0“(3}’_3”’i
granted all kinds of favours to new industrial undertakings
The strongest impetus of all was given to induslry by the
exchange restrictions of the 30ies. The ultimate resull was &
severe industrial erisis during which a government investigation

‘_"‘—-——_,__
€3] The average consumption in Egypt according Lo the A
m 1950 2,360 calories.

0. was
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revealed o practically total overcapitalisation in all branches of
industry.  To relieve the sitwation a ban on new investments
avas imposed and this—in an ounizpokenly underdeveloped’ and
hoor country.  The explanation was, of course, that owing to
the small produclion per head of the village population sufferine
from heavy overpopulation and representing nearly four fifths
of lhe iotal, there was no inlernal market to absorb the goods
oifered. Where could the electric bulbs of a loeal lamp factory
go, if one could pass in the evening a totally electrified village
having only one or two electric lights burning in the local inn,
while the hulbs in the houses would be switched on occasionally
a few times a week ?

Prof. Nurkse's solution is thal of Jean Baptiste Say :
production creates its own markel. provided you produce goods
required by the market.  Thus increase  vour - production
proportionally. ' vE

We are in complete agreenient with Prol. Nurkse on this
point and strongly believe with Tugan-Baranovsky that all over-
production, if .observed, is partial. Let us investigate. however,
where the source of trouble exactly is that faces the overpopulatéd
{“‘underdeveloped”) countries whenever they embark on:indus-
trialization.. What exactly do we mean, when we say that
newly established industries lack markets? The market -for
these -industries obviously is to he found among existine
producers, i.c. farmers and artisans in the first place. Since
the new factories by their competition ave forcing- the existing
artisans into starvafion, it is the agrieultural population among
which the newly established industries should find their market,
and since thie peasants produce so little per head, they hav.:
little {o offer in exchange. Thus, to break the vicious circie
of the lack of market, it is necessary and sufficienl to stari
hy-—increasing the agricullural production.  For obviously, :f
a shoe factory is established and absorbs a certain number of
villagers as workmen, and if otherwise the conditions of
production in the village remain the same, only so many
calories, i.e. purchasing power, will become available as was
reprosented by those workmen and their families who lef{ the
village. Since they have gone from semi-starvation into full
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work, the purchasing power of the village will not only be not
able to absorb the total production of the shoes, but will even
not be able to purchase shoes for the countervalue of workmen’s
food requirements—tihe surplus available for exchange against
shoes being equal only to the semi-starvation ration of workmen
whao left the village.

The process of capital accumulation, i.e. of establishing
new induslries, is in principle therefore possible only if an
additional increment is first available in agriculture. The other
possibility is the replacement of imported goods by local produc-
tion. It is on this latter basis that the industry in Egypt, and
so far as we can judge, also in other ‘‘underdeveloped” countries.
has been primarily expanding. Sugar, textiles, cement,
mechanical induslries—all have established themselves mainly
on the place carved out of the import market at the expense
of foreign exporters. A smaller role in the market creation was
played by competition with locally established handicrafts.

Now, this replacement process can go comparatively far in
a poor counlry, and may replace a very considerable amount ot
imports. It has been going on for more than half a century
and has produced another very ackward phenomenon more or
less on a planetary scale. A country like Egypt producing
cotton for export, but having reduced its imports of cotton goods
to bore trifles (the same having happened in India, Argentina,
Brazil and many other countries) is bound to lose its market
for cotton which the importing countries previously needed to
produce cotton goods for export. Thus the export market for
cotton shrinks and there appears a “balance of payments gap’.
It would be only foo natural that the very need of exporting
cotton also shrinks as local production develops, but this 1s
Not the case : the newly established local industries need also
foreign pyw materials and fuel (and, of course, there is the need
for importea machinery). The shift from imports of manu-
factured goods to that of raw materials and food by countries
Which previgusly exchanged foodstuffs and raw materials for
manufactures is one of the factors which are bound to aggravale
the Monetary transfer difficulties all over the world : while the
Previous sitnation in erude lines was one of selling food and raw
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materials against manufactures, now a cotton producing country.
say, having replaced its imports of manufactures by locally
produced goods wishes to sell her cotton against food for her
industrial population, and for raw materials for other industries,
and for fuel. The countries buying cotton lack those goods and
have difficulty in procuring them, since the supplying countries
also do not need their manufactures. This new schematical
vicious circle arising out of the industrialisation of ‘‘under-
developed’” countries obviously exists in actual fact at least since
the firs! world war.

Thus the proportional development of production & la Sav
meets its difficulties, both inside and outside the “‘under-
developed™ countries, and there is hardly any doubt that the
proportionality is very difficult indeed to achieve, and what
would on superficial observation look like proportionality may
be found on closer analysis to be a disturbing factor reaching
far beyond the boundaries of the country in question. Tt goe;
without saying that the industries of “‘underdeveloped"
countries can seldom count on any foreign markets and thus
are unable to cater for imported part of their raw materialz
themselves.

From the poinl of view ol abstract analysis it would thus
appear to be more or less irrelevant whether or not industrial
development takes place in an “‘underdeveloped" country : in
hath cases it will be one and the same factor which will enable
the country to improve its standard of living—the increase of
agricudtural production per capita. 1L is of less importance
whether the surplus produet is exchanged for more foreign or
for mere locally produced goods.

In the tolally overpopulated countries of the Orient with
hich rate of inerease, the flow of surplus agriculiural population
l,.n.w;_n‘ds the industry has always represented only an infinite-
simal factor of relief. In Egypt the increase in industrial
population between the two censuses 1937-1947. a period where
the greal wartime development took place, amounted to 215.000.
Retween 1947-1951 the increase was K1.000 (¥ Supposire that

(#) If we have understood the statistics correctly.
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two menbers of family of five were actively engaged in industry ..
the wartime increase gives an approximate increase in total
industrial population of 538,000 while the total increase of
population amounted to 3.2 m. Such favourable conditions are
exceptional, however, end an industrial boom of warlime-
dimensions will not repeat itself in time of peace.

As soon as the per capita increase of agricultural production.
is admitted as the major goal, it has also to be admitied that
the goal is unattainable so long as populaton growth : in Egypt.
the population growth has actually overtaken all the gains ‘n.
production smce the great modern irrigation works were
initialed. The real problem vrequiring solution is therefore the
problem of population : if it is solved by emigration, birth
control measures, or any other imaginable means it will be
found that the problem of “underdevelopment’ is non-existent.

x
ok

The source of the capital in the process of the “‘replacement
industriahsation”, as we may conveniently call the process
described above, is also rather an irrelevant matter. [t may be,
perhaps, admitted that the process normally starts by foreign,
capital lured Ly high profits, the cost of transport, high tariffs,
and (recently) the transfer difficulties all contributing to the
profitability.  Later on, loecal capital becomes interested and the
proeess conlinues through savings of the compuanies, and gradual
“repatriation” of foreign capitals which find their aclivities more
and more hampered by exchange, price, and other controls, and.
by the unfavourable political atmosphere.

The indusiry being thus once established, finds itself very
soon hitting the market ceilings, which retards the development
and causes a permanent depression. The way out, as has been-
argued above, can only be found in enhanced agricultural
production which thus remains the key to the whole problem.
In a country like Egypt depending for its very life on one single-
source of water, the large scale capital investment in agricultural
improvements has obviously to be undertaken by the State,
since the investment must be on a very hig scale and hardly
produces any profil at all and thus does not attract private-
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investors. Financing individual farmers is in addition legally
ingecure for private capital which still remembers its hitter
experiences in the 1930ies.

[Prof. Nurkse's special service lo this country is that he has
pointed ont the preponderant role incumbent on the State
connection with capital accumulation in ‘‘underdeveloped’
countries, and has put into a proper perspective the necessity
for local saving even in case of gratis capital flowing into the
country from abroad. It was necessary to remind us that
grants coming from abroad may induce a disinvestment, and
that favourable terms of trade may nol serve any good purpose,
if- the incremen! accruing to the country is not directed to a
p'l'(lp(:!l' use.

Although prof. Nurkse does nol believe in the eternal dollar
shortage, he lets the same ghost in through the back door, as
he himself admits, by introducing a new villain, the ‘demons-
tration (cir incitation) effect”. We readily admit that the American
neckties and beach shirts are competing most successfully with
more simple and fitting 'local patierns, especially in the “‘under-
developed” countries, and that we have become slaves of
American radios, gramophones, and motorcars. 1l is perhaps
not cquite useless to stress also lhe verso of this coin. The
gréatest demagogue of the last century, Ferdinand Lasalle, caller!
“die verfluchte Bediirfnislosigkeit’” (*‘the damned lack of needs™"
the greatest enemy of the advancement of the labouring classes.
We may say, perhaps, that the lack of needs, torpor, and inertin
is the first enemy to be overcome by Lhe poor peoples of the
Fast before they can start on the road of real progress. If the
“gqemonstration effect” is capable of rising some new needs, i
will also force people to look for means of satisfying them,
ie. force them to work for a purpose. One of the greatest
enemies of progress, already wellknown in Southern Italy, to
say nothing of the East, is the “dolce far niente”, the attituds
that if T have already food for to-day, I meed not work. 1t
was observed during the recent building boom in provineial
towns that increased wages were only aggravating the labour
shortage—as wages were increased. the masons preferred to stay
away from work more days in the week. The “imitation effect"
may -induce such people to acquive the habit of saving.
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It appears, however, that prof. Nurkse does u disservice
to the theory of comparative costs by dismissing it through
another buack door, if we may say so, by admitting that the
dollar shortage or the balance of payments gap may become
permanent as a result of imitation and other such effects.

This conflict between the theory and practice arises oul
of his adopting the classical theory of comparative costs, but
not the classical concepts of money and of the balance of
payments (although this latter concept was hardly very clear
in the mind of the classics). The theory of compurative costs
has a meaning only if one accepts the dependence of living
standards on the produclivity of labour. The modern ‘“‘gaps”
arise as a result of rigid exchange rates combined with more
or less free internal inflation which is not used as an instrument
of forced saving but rather for the purpose of keeping the
standard of living above the real productivity levels. The
“gaps' appear therefore as a result of some countries striving t
obtain dollar goods to supplement the product of their own
labour without offering any countervalue in exchange. To say
that these “gaps™ are persistent or permanent, is to admit that
in some ways assistance is and will be permanently forthcoming
from the countries living within their means, and saving. If
means of payment are not available in form of goods (including
gold) and services, a “gap’’ in balance of payments can only
arise if the foreign supplier grants a credit or sends the goods
for nothing.  Since nobody had ever thought of gratis supplies
in times before 1914, poor countries had usually a favourabls
foreign trade balance to enable them to defray their ‘‘invisible”
obligations arising from horrowing and imports of capital from
wealthy countries. This situation was considered normal and
no demonslration effect could ever disturb in a permanent
manner the balance of payments. Disturbances ocecurred, of
course. as a resuit of pony harvests, political upheavals, ete.. but
they were temporary per force.
nionety.:)s‘l‘m/m;fli;:eo?eil e?\'ﬂl:l]]]le 0?1 .Su-Ch ) “'classicu]!y" soun'd
which kléht the'mubl( - c?untq o ﬂ_mh.nf TZ&II]St. fussia

; e stable from the beginning of 1890ies until
well l‘nto the first World War, being able to finance in the
meantime a hig capital investment program, a major war and
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one large and some smaller famines (during which a finanee
minister coined the now famous statement : ““We shall go
hungry but we shall export (grain)”). Of course, there was a
big flow of foreign capital and foreign credits to the country
during the period, encouraged by the reliability of the debtor
during the previous hundred years.

1f the situation has now changed, il is not as a resuit
of demonstration or imitation effect, but the phenomenon is
entirely due to a new political constellation. The international
insecurity has brought private international lending and invest-
ment practically to a standstill : and although some countries
still publish certain figures showing private capital movements.
they record either movements of fugitive capital (from unsafe
poor countries lo safer wealthy countries) or investments in
the interest of power politics. Intergovernmental grants and
lendings are political by their very nature. If some poor,
and especially some impoverished, countries live beyond their
means, it 1s nol because they like to imitate some wealthy
countries, but they are able to do so only because it is in politica.l
interest of the wealthy countries to support them. To maintain
the contrary is to mix up the cause and effect.

If the world has now reached a stage of development where
nne mighty country is willing and able to give gratis economie
support to other countries, and if it even looks on some counts
to be a profitable business to do so, the conelusion is not justified
ihat under a world government the same would continue on
heavy scale.  Another modern rigidity is responsible for this—
closed frontiers. The world resources and “living space’” are
now the monopoly of individual states. Supposing that a world
super-state comes into existence to-morrow and that it will he
a demoeratic institution, it will decree the freedom of migration
which was one of the features of the 19th century. Freedom
from want generously declared some time ago by two respons-
ible statesmen will never be attainable. What may be attaipea.
if freedom of migration is declared, will be not freedom frop,
want, bul equitable distribution of resources—perhapy a
nivellation in poverty. If access to countries with under
developed resources like Canada, U.S.A., Siberia, South America
some parts of Africa and Australia will be open to all \V()rlt'i.
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citizens, a4 more equitable distribution of productive facilitie-
will result and there will be less need to send food overseas
t.u_ starving areas. Admittedly this in present circumstances -s
only a mental experiment.

"There is one rather sad puint that recurs time and again
in prof. Nurkse's lectures and which is bound to add to the
zeneral pessimism of those studying the problem. Practically
every ray of hope the lecturer shows us is combined with
application to the toiling masses of coercion, restrictions on
consumption, increased taxation. etc... Whether it is the
redirection of labour force from villages to dig canals, or indus-
trialization & la Japan or Soviet Russia, or the forced saving
on starvation levels by means of inflation or stricter taxation,
il 1s always the toiling man who has to suffer additional
sometimes only relative) burdens. ~ One eventually begins to
wonder, for whom after all are these sacrifices to be made
Isn’t it the working man and his family of whose welfare one
should think first when embarking on any investment scheme

To end these remarks it is perhaps worth our while to
remind of one great source of capital formation that is nol given
any prominence by prof. Nurkse—the rent. The over-populate
poor countries of the East are at the same time countries of big
landlords, of extreme poverty and extreme wealth. This wealth
in most cases has its source in land rents. If this wealth is
kept idle, is wasted in luxuries or is transferred for investment
or spending to the wealthy countries of the West, probably the
major part of nation’s savings will not be productively employed.
Ways and means should exist to harness these savings in national
interests.  In Egypt the agrarian reform has already channeled
some of the accumulating rents in a proper direction, but it
is obvious that it is hy offering proper facilities ta investors
in general that further progress in this direction will he made.

N. KOESTNER.



A SOCIO-ECONOMIC ANALYSIS
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PROLOGUE.

Theories are the invention of people who are in their
lives profoundly affected by the dynamic forces prevailing in
their society. They are but the echo of the inventors and the
reaetion of their impulses to their environment. In other
words, economic theories are good records of the working
forces on the stage of the social and political drama. They
¢annot, thus, be dealt with in a vacuum. An accurate study
of any of them nust take into consideration the socio-political
order prevailing at the time, as well as the background of the
gconomic opposing interests. In this way one can realize to.
what extent any theory could succeed in solving a certain
economic problem occurring in a certain place at a certain time.

The following is an endeavour to analyse the Keynesian
[hém‘,v in keeping with that line of thought.
1.—Socio-Political and Economic Background.

The Keynesian theory came to light at a lime when the
economic order of most of the nations was disrupted by the
Great Depression of the early 1930's.  Millions were unemployed
everywhere, business was slack and a large amount of balances
was idle.

The depression did nol oceur suddenly. Tt was the result-
of uccumulated unchecked forces. Since the 1914-War, the
world was passing a period of dislocation and change, or, if
we may quote Pigou’s words, the world was entangled in a
dwindle period, tottering between boom, slump, doldrums and.
slump again, a vicious cirele in the non-integrated structure.
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In a free-economy, or an economy of uncertainty, ther:
1s no restriction to idle resources being accumulated, which
result in a gradual reduction in consumption and increase of
the unsold stocks. This is whal wuas actually in process.
Wealth  was accumulated 1n the hands of a few whose
propensity to consume was low, while a large number ot
people, with a very high propensity to consume were left poor.
What was taking place in one country was also in process
between the industrially powerful countries and the agricullural
poor ones, as free international transaction worked against raw
producing countries, reducing thereby their propensity to
consume in the long run.

On the whole, the position became one of over-production
from the poini of view of businessmen and producing countries
and under-consumption from the outlook of the working classes
of people and the debtor countries.

The economic break-down thus revealed Lhe inherent
disintegration and disequilibrium in  the standing economic
order.

Such unstable conditions had their repercussion on the
soucio-political arvena. The franchise system in the world was
truly widened and some nations got their independence since
the war. DBut the people and nations were still sharply divide:d
and  national incomes and nternational wealth were badly
distributed.  This caused a strain on the internal and external

social relations.

The struggle betwzen  socialisim  and  labourisimn on  one
hand, and liberalism and conservatisin on the other was
intensified. Behind each foreces there was a philosophy
Persisting to dominate the scene. The former was interested in
transforming the means of production to the hands of the State,
while the latler, per contra, believed in socicty motivated
by seli-interest and dominated by the freedom of exchange, or
in othey words, the maintenance of the existine status .

, With unemploymenl ranging between 11.7 millions an
<05 millions hetween 1930 and 1935 while the world real
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meonme was highly depreciated (1), new forees appeared in the
seene,  Being based on a new philosophy of the State, the
prophets of the new forces made all justifications for its inter-
ference to alleviate social, economic and even political disorders.
Different as they were, Fascism and Labourism, worked hari
lo make the State the planner for society and the governor of
its «estiny. But their opponent ideology was feared lo lewd
to o disastrons clash,

2.—Philosophical Background.

In this period of confusion, tension and uncertainty, the
Keynesian theory was formulated to create an atmosphere of
confidence in the weary free exchange system. It was au
attempt to restore security against unemployment without the
blunders of war. Continuous wars give one the impression
{hat they became the means to alleviate such a system from its
disinlegration. They accidentally appeared twice in the firsi
half of this century, each one seven years after a pressing
depression.

The Keynesian philosophic background is not fundamen-
{ally different from these built on individualism. This might
be the reason why it looks like manna from heaven to the
capitalist defenders, who hold the view that capitalism is not
a stagnant system but rather flexible. and can change its form
lo suit new developments without need of any revolutionary
change. Keynes made il clear that —if orthodox economies is at
fault, the error is to be found not in the superstrueture.... but ‘s
a lack of clearness and generality in the premises™ [2). He found
vpo  reason  to suppose that the exisling system  seriously
misemploys the faclors of production which are in use’” (3). Th»
success of any system or theory depends on its suitabilities te
{he environmenl inte which they are projected. One should no:

(1) The figures were for 32 countries as given by E. VARGA in his
Two Systems, p. 13. The Report of the Delegam_)n' on, Economic
Depression, Part I, L. N. gave a figure of 25 million industrial
workers being unemployed throughout the world at 1932, See
p. 21

(2) Keynes. J. M.: The General Theory of Employment, p.y.

(3) Ibid. p. 379.
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be misguided by the existunce of a certain rentier aspect in the
-capitalist system because it was just ‘‘a transional phase which
will disappear when il has done its work™ (1), declared Keynes.
On the whole, if individualism ‘‘can be purged of its defects
and its abuses it would be the best safeguard of personal
liberty™ (2).

The Keynesian philosophy is thus a liberal one and its
major purpose is to ‘‘buttress political liberalism with a new
economic program and to fortify this economic program with
a new political economy™ (3). Private ownership was
accepted on the assumption thal il is the vesult of profit
molive whieh ecanalise human actions to the best channels
for the whole and which, if disposed of, there would not b
any assurance thai human motives would not be directed to
other harmful directions. In the same manner the Keynesians
approved interest—{aking as it is the inducemeni{—factor to
save (4. To limit its harmful effecl. it should be on a lesser
scale than advocated by the classicals. Keynes wanted ‘‘the
aggregate return from durable goods in the course of their life”
to be just enough to “‘cover their labour-costs production plus
an allowance for visk and the costs of skill and supervision™ (5).
Even inequalities of wealth and income were justified on social
and  psychological grounds, but nol to be of such large
disparities as those in existence (6).

The Keynesian disapproval of the elassical assumptions
and resolutions was hased largely on the divorce of the latter
from the realities of life. The Classicals based their economics
‘on the micro—than {he macro-analysis with the result that they
were driven away o hypothetical anealogies. They disagreed
in the presence of involuntary unemployi’nenl wit-ﬁ the result
_ﬂmt they ecome to a wrong conclusion that the economic system
is sglf-adjusting and needs no planning or intervention from
outside. Tt may well be thal the classica] theory, declared

(1) Ibid, p, 367
12) Ibid, p. 380 -
(3) DiLLARD, D.: The Economics of J. M. Keynes, p. 318.

(4) KEYNES, op. o
(5) Ibid, p g%.c'zt., p. 379.

(6) Ibid, p. 374,
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Keynes, “‘represents the way in which we should like our
Economy to behave. But to assume that it actually does so is
to assume our difficulties away' (1). The main problem that is
threatening to disrupt the capitalist politico-social and economic
structure is the ecyelical crisis and 1t is no use blaming the
inflexibility of the wage systemy, because employment is not a
function of one single factor but of more than one. If labourers
resist any reduction in their wages as a result of price fall,
one has to remember that “‘the real wage carned by a unil
of labour has a unique (inverse) correlation with the volume
of employment (2). DBesides, il is for the interest of the
Capitalists that the propensity to consume must not sink in the
first place, and it would be to their real benefit to adhere to
a policy calling for full employment, cven if they have to
sacrifice for it. This is because of the existing prima facie case
that if employment increases ‘‘the reward per unit of labour
in terms of wage-goods must, in general. decline and profits
increase’” (3). '

heynes, contrary to the Classicals did not made his
assimptions in a vacuum but went on to examine the mechanism
of the institutional and other subjective factors which determine
any socio-economic behaviour. Social practices und institutions,
though not unalterable, have u certain bearing on the distribu-
{ion of wealth and income and also the manner of investment
qnd consumption. Thus one cannot neuiralise or ignore the
s'iéniﬁczmt part played by these subjective facltors. It would
also be futile to {reat the individual in isolation and think that
he comes to this decisions uninfluenced by his status or simply
{hrough pecuniary measures, weighing average of quantitative
benefits and multiplying them by quanfitative probabilities (4).
Keynes thought that there was mno proof of this strict
mathematical ecaleulation in  deciding personal political or
peonomic action (5.

The Keynesian disapproval of the classical mathematical

(1) Ibid, p. 34
(2) 1Ibid, p. 17.
(3) 1Ibid, p. 17.
(4) Ibid, p. 161.
(5) Ibid, p. 162.
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sense dit not divert them from applying other mathematical argu-
ments based on hypothetical assumptions. They invented then-
“Investment Multiplier” which was a formula combining the
degree of propensity to consume with that of investment. Thex
defined it as being equal to a reciprocal of one minus the
marginal propensity to consume. Following this formula one
would find out that the amount of the multiplier should run
from one to infinity. This would mean that any small portion
of investment would result, by successive movements, in creatin @
a case of full employment ; and on the contrary any disinvest-
ment, nowever small, would result in a case of everyone beine
unemployed ; neither case proves to be factual. This fault
compelled the Keynesians to suppose that the multiplier lie<
hetween 1.5 and 10 only (1).

The problem of unemployment and its direct relation L.
the propensity to consume drove Keynes to be sympathetic
with the pre-classical doctrine of Smith and Malthus : thau
everything is produced by labour ‘aided by technique, natural
resources and by the results of past labour...” {2). One has to
note, that accepting labour as the sole factor of production and

that other factors are just helpers, did not list Keynes as «
IKevnes included in labour “the

Marxist, because he was not. : i
and his assistance” (3).

personal services of the entrepreneut k
This consideration of labour as the sole factor of produc-hon
was rather a revolt against the traditional liberal t-each‘l‘ngR
which Keynes tried to preserve. Keynes went on to take ‘“‘the
unit of labour as the sple physical unit™ required for measure-
ment in the economie system. But all this did not turn Keynex
to suggest any radieal poliey in the course of distribution. He
was more interested to find out how to fill the gaps in the
classical analysis and implement a solution of the disturbing
state where “full, or even approximately full, employment i-
of rave and short-lived occurrence’ (4).

he Keynesians are not socialists and could not be mistakern
by their call for State interference Tl ——

(1) DiILLARD: op. cit., p. 87
(2) KEYNES: op. cif,, pl? 213.
(3) Ibid, p, 213.
(4) Ibid, p. 250.
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their acceptance of central planning and 1mass welfar:
expenditure. Their leaning on the State was logical from their
macro-analysis and their acceplance of the influence of the
subjective factors. In the Robinson Crusoe situation, the Stato
diddl not exist, hut it exists in =ocial life and plays an influential
role and thus, it has to be accepted to play its part in solving
the unemployment problem. The Keynesians are truly critical
of conservatism but mostly because its representatives offeren
ne practical or distinguished novel measures for safeguarding
capitalism (1). If they have little choice, they would rather rally
themselves behind Dbourgeois politicians than the “boorish
proletarial’” (2). Keynes said frankly that, if one had to choose
between totalitarianisms, he would choose the tyranny of money
rather than that of ideology (3). Thus it is not surprising that
the Keynesian thesis appeals to the Social Democrats. Liberals
and Monopalists (4).

In spite of (he fact that the Keynesian theory wanted to
reform eapitalism, without attacking its existing institutions aid
thus, appeared not to be biased by class struggle, its solutions
are partial. Keynes did not agree on restraining wages during
a depression, but in the mean time, he did not advocate a high-
wage rate which would mean an increase in the power of
labour compared with the owners of capital. He centralised
his analysis on the problems which were disturbing !the
capitalist section as interest rate, profit expectations and the
supply of money (5). His booklel on war finance commended
him as the gallart defender of the rich who could not pay for
the war against the workers, the “war-profiteers”’ who are
“taking advantage of the war to increase their consumption™ (6;
The Keynesian thesis was, in a sense, ‘essentially conservativ..
and oriented towards a  preservation of the status quo.”
deelared Dillard (6).

(1) DiLrarp : op. cit, p. 318-319.

(2) Ibid, p. 319.

(3) KEYNES : op. cit., p. 373.

(4) Eartow, J.: Marz Against Keynes, p. 14.

(5) Dirrarp: op. cit.,, p. 320.

(6) Keynes, J. M.: How to Pay for the War, p. 21.

(7) DiLiarp: op. cit., p. 326. See also in the same meaning Kigry.
L. R.: The Keynesian Revolution. p. 167.
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Failing to furnish a specific politico-social backing to his
theory, except of course some scattered fragments of liberalism,
Keynes left it in an unsafe position. It could he exploited by
opposing political parties. It is not full employment as such
that matters, but to what end, is the crux of the problem. The
Keynesian thesis could well give a new basis for a new workabl.
liberalism (1) striving for social reform. But in the mean time,
1t could furnish a totalitarian with an excellent tool for a war
economy.

3.—The Keynesians and the Functions of the State.

The Keynesians agreed to give the State a big role in the
economic and social field, more than any liberal theory had
allowed before.” It was on this issue that some Wl‘iter.s
considered the Keynesian theory as a revolutionary one. The
limitation of the rdle of the State under the classical theorieg
was understandable, &0 long as economies was ‘‘regarded as a
science of the relations between man, nature... (with) the State
'requiring) consideration only at the level of application and
not as & part of the subject matter of the science™ (2). Extending
the State functions was soughl for as the “only practicable
means of avoiding the destruction of existing economic forms
in their entirety and as the condition of the successful funetion-

ing of individual initiative™ (3).

When the Keynesians returned to State help, their cyes
were focussed on the damaging effecl of accumulation o
employment and the insecurity of the capitalist system in life
of uncertainty. With the paradox of poverty in the midst of
plenty, certain measures had to be taken to stop what might
be the outcome of such a condition. To protect the existing
Status, certain measures had to be taken not through the
doubtful use of force but rather through engaging the idle
hands in some work or another. In the past the fraction of
unemployment was small and wealth was widely diffused, but
through the processes of the free exchange system, it became

(1) DILLarD: op, cif., p. 325. L
(2) Sweezy, P. M.: The Theory of Capitalist Development. p. 239.
(3) KEYNES: The General Theory of Employment, p. 380.
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concentrated in a few hands and large numbers were forced to
idleness without any fault of their own. If feudal landlords
found a1 way to engage lheir vassals in constructive schemes, the
new capital owners could not be less capable of doing the same
and Lhus averl a class-war,

The heynesians did not discuss the worn out functions of
ihe State. The role of the Slate to execute law and carry its
order, guarantee civil rights and defending society from invasiou
were Lluken for granted. Bub the new r0le of the State was
based fundamentally on sustaining full employmenl, within the
framework of society. Redistribution of ressources. reorsan-
ising the means of production and carrying any social reforms,
should then be directed to fulfil thal aim bul not to be used
to realise any pelitico-social equilibrium. By thus widening
the scope of State function, it could precipitate the needed
environment’ whicli the free play of economic forees Tequires,
it it is to realise the full polentialities of production® (£).

The suggestion of letting the State conlrol the supply of
credit was accepted by a considerable number of businessmeri.
The success in the capitalist system came through the ploughing
info the economy of what was produced by it. But the increase
in complexity and uncertainty in the socio-econonue field created
a state of cautiousness and holding idle, large balances, which
work in deflationary way and widen the gap between actual
and potential production. And as eapital is not a self-subsistent
entity, bub rather associated with consumption, thus any
reduction in the rate of interest must have the effect of increasing
income and accelerating the propensity to consume. But Keynes
denounced influencing the rate of interest as of doubtful effect.
The measure he preferred was to call up on the State to direct
and organise investment because it “'is in a position to calculate
the marginal efficiency of capital goods’™ (2). The same line
was followed by Hansen (3). Keynes insisted that ““The only
radical case for the crisis of confidence which affect the economie

(1) KeyNgs: op. cit., p. 397.
(2) Ibid, p. 164,
{3) Hansen, A. H.: Fiscal Policy and Business Cycles, p. 391.
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life of the modern world would be to allow the individual no
choice between consuming his income ancd ordering the produe-
tion of the specific capital asset™ (1.

The second function of the Stale underlined by Keynes
was the execution of i scheme of public works., Such a scheme
would have a large effect on the aggregate employment (2.
They should be carvied on, he emphazised. without any nolice
to their utility. To support his argument. Keynes justified the
old practices of governments who built pyramids. cathedrals or
even waged wars (3). He went on to sayv that, even digzing
holes in the ground would achieve the purpose, if nothing els:.
could be done. We have to accept the carrving on of constructive
schemes “as an inevitable result of applying to the conduct
of the State the maxims which are hest calculated to “enrvieh’
an individuai by enabling him to pile up claims of employmey:
which he does not intend to exercise at any definite time™ (4

The Keynesiaus agreed on the State carrying on a schemy.
of public works not for the intention of improving social welfaye
and raising the material standard of the people, but rather
reform capitalism to a system of full employment’ (5). Whep
full employment is thus maintained, there is no ass.uranc-u from
the Keynesians that thes: schemes should he cpnlmugrl. The
extent of such a policy, as ‘‘the intelligent politico-social Poliey
needed’”, as a Keynesian adherent puts il, is “‘not necessarily
(to) be either too great, or too small. [t could h(.)' Just right-
as not to infringe any damage to private entreprisers (6). |

looks fine to find out some Keynesians suggesting thg
constructive projects should be useful from the point of vieyw

of econommic welfare but as there is no assurance that such
course could be taken, because of the lack of a suitable ideology
to hold on the theory very firm, we might Hnd ourselyves
indulged in an awkward position following the natural cours.

(1) Kevnes: op. cit., p. 161
(2) Ibid., p. 127.

(3) Ibid, p. 131.

(4) Ibid, pp. 129-131.

(5) KLEWN: op. cit., p. 168.
(6) Ibid, p. 169.
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and decline (0o anarchism and war (1). The conditions of the
world to-day emphazised this conelusion and to avert an
expected erisis a rearmament race is taking place. Keynes
himselfl felt this difficulty after the experience of the 1930's and
declared that : “It appeared to be politically impossible for a
capitalistic democracy to organize expenditure on a scale
necessary to make the grand experiment which would have my
case except in war conditions™ (2).

Keynes submitted @ social programme as a third function
for the State to assure a high stage of consumption. Such a
programme should be carried out, stated Keynes “‘to defeat the
dark forces of time and ignorance which envelop our future™ (3).
One cannot depend here on private enterprise (o take the
initiative because there “is no clear evidence from experiences
that the investment policy which is socially advantageous
coincides with that which is most profitable” (4). Consumption
expenditure such as  relief  payments on  health, family
allowances, different kinds of pensions and grants to education
in addition te the injecting of new spending, however, on the
propensity to consume, could be viewed as investment in human
beings which could also be beneficial whatever the type of
soeiety.

The Keynesians did nol seem to care mueh for the concepts
given in  the latest development of the classical theory,
considering the maximisation of welfare. Their limit for
spending is the attainment of a state of full employment from
the entrepreneur’s point of view, The Beveridge Plan of 1942
and the British Employment Policy of 1944 were designed on
these lines.  Their main objeel was ta supply certain social
welfare services and thereby limit the propensity to save of
the lower income groups and influence an increase in the
propensity 1o consume.  The White Paper on Employment
Policy revealed that intention in saying that the standard rage

(1) Klein states that “the economic law of motion of capitalism
will take us down the same road that Germany followed so
recently.” Cf. Ibid, p. 16T.

12) Quoted by Ditrarp: op. c¢it., pp. 129-130.

(3) Kevnes: op. cif., p. p. 155.

4) Ibhid, p. 157.
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of contribution for a social insurance scheme “would be assessed
on the hasis of a forecast of the average level of unemployment,
in such a way as to keep the social insurance fund in balance
over a number of years” (1). One can then understand why
a social programme on the Labour Government scale was much
ceriticised and accused of aggravating the State of inflation aned
keeping high the rale of taxation, while in the meantime,
expenditure on rearmement did not reeeive the same criticism.

4.—The Keynesian Fiscal Policy.

While being  liberal, in some way or another, in their
employment policy, the Keynesians seem to be lending more to
conservatism in their fiscal policy. Keynes frankly showed the
responsibility of the inequality of wealth and income in
aggravating the state of unemployment if not contributing to
it (2). He added that the removal of some of these inequalities
would play a significant part in keeping high the propensity
to consume and helping the growth of the aggregate wealth.,
In spile of that, the measures advocated by Keynes in the fiscal
field did not work in that direction.

To Keynes, State socialism which would embrace most of
the economic life of the country is undesirable (3). But the
State could determine the aggregate amount of resources
devoted to certain investments and also it could fix the rate
of reward to those who own them. The State -shuuld ol
according to the Keynesians, rely only upon taxation and uyse
it for social ends. The fulfilment of the Keynesian plan coulq
be carried, in addition to taxation, by means of public loans,
That solution was most appealing to capitalist America which
financed its New Deal projects, and built most of its post-wap
schemes and armament programmes through loans.

Dillard stated that *‘the greatest stimulation to employ-
ment will result when a public construction program financed
by borrowing replaces a public relief program which was paid
four out of {axation” (4). The least stimulation would be,
__—_——-—‘_.

(1) Employment Polic
vy, Cmd. 6527, p. 23.
(2) KEYNES: op. cit., p. 130.

(3) 1Ibid, p. 378.
(4) Drirarp: op. cit., p. 108.
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according to him, when the programme iz financed wholly by
taxation. The main point of argument here is that expenditure
of funds collected by taxation dees not increase ihe aggregale
propensity to consume because such an altitade is but a
substitution of private expenditure by public expenditure. Bui
this is a misrepresentation of the fact, because it was assumed
in the beginning that there were more idle balances than
necessary and, thus, taking them by taxation. not only increased
lhe aggregate propensity to consume, but also would relieve the
State of any obligation of repayment of loans and their interest.
The loan arguments might be accepted. if the individuals were
already employing these balances, but in a less rational way,
or expecting to use them in the near future. In addition, while
the Keynesian solution would Dbenefit the ventier eclass and
increase their power of accumulation, it is feaved that the loans
and interest repayment would start another eyclical movement
as a result of expected inereasing idle balances.

Transferring the Keynesian thesis from peace needs to war
necessities, one would find that the same trend in their outlook
in championing voluntary and compulsory savings, contracting
loans, inereasing consumption taxes in addition o increasine
those normally applied.

When submitling his resolutions for full employment,
Keynes tried to be neutral, on the assumption that tax rates
remained unchanged (1). But this does not mean thal Keynes
did not give any concrete idea about different types of taxes.
Keynes righly assumed thal any increase of individuals' income
would be automatically followed by an inerease in  their
propensity to consume, bul in a lesser degree. That means that
increasing income stimulate savings and widen the margin of
idle balances. This is true under the assumption that the
individual has satisfied his immediate primary needs.

There are two ways of looking at the taxation system from
the point of view of employment : the first is the depressing
effect of taxation on rvisk-taking and the other is its influence
when intended to redistribute income and wealth. Keynes

(1) Ibid, p. 122.
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looked as if he did not sympathise with taxation, in one place,
but seemed to agree with it in another. He admired the use
of direct taxation since the end of the 19th century to remove
the great disparities of wealth and income (1). But carryinz
such a policy much further would embody the implications of
increased evasion and thus diminish ‘‘unduly the molive
towards risk-taking”. Such taxes used to be taken into
consideration and seem to be hampering big scale investment (2).
Keynes left the argument there without developing it, but
one cannot fail to find that he disagreed with the taxes that
would paralyse the profit motive.

On a simple analysis, Dillard looked at all taxes as having
a deflationary effect (3). Such might be true only if th.
government, when collecting the taxes, intended to have 4
budgetary surplus. Apart from that, considering the normaj
hehaviour of the State and the individual, we find that the
former is not keen to keep in the treasury more than that
what it intends to spend, while the latter, on the majority
keeps cerlain amount of his income reserved in hig coffer,
Dillard, being a Keynesian, went on to argue that “highly
progressive taxation is an element that tends to depress business
confidence and inhibit spontaneous optimism'™ (4). This con-
clusion depends on the manner of the tax, the condition of
society and the state of employment. There is more evidence
that higher taxation, for instance, on monopoly and (ugsi.
monopoly profits and on the income groups, who retain enough
margin after the tax, would not deter business or individy
activity, if the yield of the tax was fully expended. It megys
that the writer is mixing up income taxes and profits {:xpg
In the case of unemployment when the purchasing power fa]is
down, the differences between income groups get wider than
in the case of full employment. High taxation, which woulq
be spent on a wide scale, would play a double vdle, by increasing
the propensity to consume and thus stimulating investment and
hy reducing the gap between different income groups.

—_—

(1) KEvNes: op. cit, p. 372.
tfg)) Ibid, p. 309.

Dmrarn: op. eit, p. 112.
(4) Ibid, p, li)gl). 4
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Keynes truly followed the social trend of using taxation
as a measure to retain more equal distribution of wealth and
income. DBul his argument was based on the employment aspect.
““If fiscal policy is used as a deliberate instrument for the more
equal distribution™, declared Keynes, “ils effect in increasing
the propensity to consume is, ol course, all the greater™ (1). This
is 50. The propensity to consumie in the low income groups is
musl higher than amongst the high income groups. The amount
of income which might possibly be left idle in the hands of the
rich will, most probably, enter immediately into consumption,
if it is given to the poor. The rise in the propensity to consume
may also prove to be “positively favourable to the growth of
capital” (2) and thus capital owners should not fear such faxes
on the long run. Keynes was not then a social reformer who
advocates redistribution for the sake of social juslice, bui onlv
as a measure to save capitalism from slipping into chaos.
Accordingly, Keynes would, most probably, stop using fiscal
policy for the cause of redistribution at any stage, when full
employment is atiained.

The Keyncsian thesis, I feel, cannot succeed, in the long
run, and become capable of bridging {he gap of inequality
belween classes or even distribute the socio-ecomomic burdens
of faxation according to the people's capacity. But still, it has
to be given most time and study before one can come to definite
conclusion about it.

A, M. HASSAN.

(1) KEeyNEs: op. cli., p. 95
(2) Ibid, p. 393.







A PROPOS
DE NATIONALISATION

par

Dr. 1. LEvi.

L'avenement du nationalisme politique et économique a
la suite des guerres dévastatrices de notre sitele occasionnant des
restrictions de tout ordre au jeu de la libre concurrence : la
coupable abdication de pouvoir de la part du patronat lequel,
renoncant a affronter par ses propres moyens les difficultés
résultant de ces restriclions, a imprudemment eu recours i
des méthodes de facilité el sollicité I'intervention envahissante
de I'Etat dans la vie économique ; les facheuses déviations et
erreurs du régime capitaliste habilement exploitées par certains
partis poliliques moyennant des slogans anticapitalistes qui,
tout comme les slogans racistes ou communistes, ont facilement
prise sur l'esprit des masses ; l'action puissanle des syndicats
ouvriers luttant pour l'amélioration du sort des travailleurs ;
lous ces facteurs alliés a des intéréts égoistes ont donné le jour
au régime des nationalisations méme dans les pays insuffisam-
ment développés ou sous-développés dépourvus des cadres
expérimentés ainsi que des ressources et de lorganisation
nécessaires i la gestion efficace et au financement d’entreprises
d'une grande envergure.

Sans doute la gestion par I'lital d’entreprises de caractere
é¢conomique dont lactivité intéresse la collectivité dans uno
large mesure compte-t-elic des partisans dans tous les partis et
dans les diverses écoles économiques et elle est effectivement
assumée par la plupart des Etats dans une mesure plus ou
moins étendue.

Mais pour les économistes de 1I'Ecole libérale classique
I'intervention de 1'Etat pour des raisons d'efficience dang la via
économique de la nation est une question d'espéce, chaque cas
devant étre examiné suivant son mérite.
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[l en est de méme pour les théoriciens apparlenant aux
partis libéraux en ce qui concerne la nationalisation, c’est a
dire le fransfert & I'Etal d'entreprises créées par Uinitiative
privée, ce qu'il ne faul pas confondre avec 1'étatisation ou
égyptiannisation, ni avec I'assujetissement au controle de 1'Etat
d'une entreprise privée indépendante d'intérét national.

Par contre, pour les pariis de gauche, la nationalisation
de toutes les entreprises intéressant la collectivité est une
question de principe idéologique s’appuyant sur Iaspiration au
mieux-élre colleclif et sur la nolion de justice sociale, abstractio;,
faite de foute considération d’ordre économique.

Toutefois, s'il est vrai que la nationalisation n’est pas
I'apanage exclusif des partis de gauche, il reste, si l'gp se
rapporle & Uhistoire coniemporaine, que ses premidres applica.-
tions, en France et en Grande-Bretagne par exemple, ainsi quap

la propagande en faveur de sa généralisation, sont I'ceuvre d'up,
minorité agissante des partisans appartenant a ces partis.

Ils agissenl de la scrte pour des r_aisons e.sser'ltiellcf,mem
idéologiques ot par hostilité envers le régime cap_ltallste libérg)
dont ils exagérent i dessein certains de ses défauts mcon‘Eesta:thes,
faisani abstraction du fait que ces défauls ne font qpc S ait-tunu.v.,-
sous Deffet de mesures fiscales et sociales, tandis qu’ils )y;

‘ + Y o
contestent les avantages considérables.

Ko réalité, les ennemis du capilalisme privé s‘uttaquent
moins au régime lui-méme qu'a P'organisation libérale de I'geq.
nomic ue Uon entend remplacer par le colleetivisme qui déshy,.
manise individu. Cette hostilité d'ordre doclrinaire a gagng
d’autres sphéres & la faveur des séquelles des guerres qui onf,;
commme nous venons de le dire, engendré l'inierventiOnniSnm1
et ses méthodes restrictives de la liberté individuclle.

Les idées maitresses du régime des nationalisations sont d>
faire participer les travailleurs et, accessoirement, les usagers gl,
les consommateurs, i la gestion étatique des entreprises et, pas
1a, accrcilre leur efficience, réaliser un plus ample controle des
conditions des travailleurs, émanciper ces derniers de 1'emprize
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de I'employeur, réaliser leur coopération directe avee ce dernier
sur un pied d'égalité, assurer la paix sociale et la paix
internationale, et protéger la colieclivité contre les abus des
monopoles et trusts privés qui sont une des causes plausibles di
la guerre au végime capitaliste.

Par conséquent les conditions de  lo légitimation  des
nationalisations et des bouleversements cu’'elles onl occasionneés
dans la structure de 'économie nationale et de 'Blat, sont de
concilier les intéréts divergents des usagers, des travailleurs cf
des contribuables, tout en sauvegardant 1Mintérct de la colluetivite,
de supprimer les luttes de elasse ¢f stimuler Uénergie eréatriee
et les progrés scientifiques.

Or lexpérience des pays fanl demwocratiques  qu’autor:-
taires est bien loin de prouver que ces conditions uient éte
vemplies. Elle a, au contraive, fait ressorlir que les avantages
acquis sont bien insignifiants en regard des graves désavantages
moraux et matériels auxquels le végime des nationalisations i
donné naissance.

Cela tient & de nombreux facteurs dont nous signalerons
sommairement les plus évidents.

La régime socialisant des nationalisations a fondamenta-
lement modifié la structure de Elat et ses aftributions.

Ne se conlentant plus de ses fonctions de gardien de 'ordre
publie, de garvant de la défense i pays et de gérant de
Tensemble des affaires publiques, 1'Etat ne fait que cumuler
des fonections de plus en plus vasies, exigeant une armée de plus
en plus nombreuse de fonclionnaires @ il emploie une Iarge parti-
de la population active el prend une part de plus en plus larg
dans la production, la distribubion, le transport. le erédit, les
assurances, ete. De la sorte UElat, devenu Ie plus grand patron
de la nation, a compromis son aulorité ot sa fonetion primor.
diale darbitre.

Le budget de I'Etat, en augmentation continue, g¢ confond
désormais avee celui des entreprises nalionalisées du moment
qu'il est fatalement astreint a leur fournir chaque année des
sommes souvent astronomiques, tanl pour leur rachat ef leur
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développement que pour leur gestion. Et souvent, pour couvrir
leurs déficits énormes, 1'Etat est obligé d’avoir recours aussi bien
& des impots absorbant une part excessive du revenu nation:!,
qu'a des emprunts onéreux. De la sorte il absorbe égalemeunt
une bonne partie de l'épargne qui finit par séclipser, commn::
cela ressort de la récente chronique financieére de la France par
exemple, dont le Gouvernement, pour se procurer des ressources
relativement modestes, a di recourir 4 de nouvelles formes
d’emprunt intérieur offrant aux souscripteurs, de plus en plus
récalcitrants, des garanties dont ne jouissent gueére les porteurs
non moins dignes d'intérét des titres dépréciés des anciens
emprunts, et cela avec des résuitats dérisoires.

Par surcroit, fréquenis sonl les cas ou les industries
nationalisées s'engagenl dans des domaines de production
concurrencielle. Dans ce cas, les entroprises privées sont placées
dans une situation d’infériorité flagrante, car les impoéts payés
par ces entreprises servenl i financer les entreprises nationalisées.

Ce débordement de l'activité de I'Etat n’a pas manqué dp
préoccuper les pouvoirs législatifs qui ont envisagé, sans y
aboutir, I'adoption de normes tendant & limiter le domaine de
lactivité industrielle de 1'Etat, des établissements publics i
caractére commercial el des sociétés dites mixtes rna'is qui sont
en fait dominées par I'Etat, soit par une participation majori.
taire & la conslilution du capital, soit par des clauses contrziuslics
lui conférant des pouvoirs étendus sur la gestion.

Les entreprises nationalisées sont généralement gErées par
des conseils d’administration composés de représentants de I'Elat
conjointement a des usagers et des employés ayant d'autres
occupations gui ne leur permetlent pas d'exercer efficacement
leur mandat, ne recevant aucune rémunération ad hoc, et choisis
pour des considérations politiques plutét que techniques. D'autant
plus que ces Conseils sont soumis d'une manitre directe a
l'autorité et & I'ingérence du ministre compétent el instable,
ot indirectement, au controle parlementaire.

Il s'ensuit une concentration excessive, un éparpillement
des responsabilités, une grande instabilité du plan de travail .t
Pabsence de toute élasticité dans les pouvoirs des dirigeants
effectifs.
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D’ou des lenteurs irritantes et un mécontentement des
gérants éloignés du centre et se trouvant entravés dans leur
action. Par contre la gestion des entreprises privées est trds
¢lastique : les chefs du centre et des agences ont une grande
liberté d’action, l'interférence des conseils d'administration -e
limitant & des questions basiques telles que le choix et la rému-
nération des chefs, les investissements et le plan de travail de
toute l'entreprise.

L'absence d’élasticile dans la gestion des entreprises
publiques fait d’autre par! qu’elles ne peuvent pas s'adapter
aux conditions changeantes du marché et aux goiits et besoins
des consommateurs et des usagers.

Apres de nombreuses années d'expérience on n'a pas encore
trouvé la formule propre a concilier l'interférence de I'adminis-
tration centrale avec l'indépendance nécessaire des entreprises.

A linterférence de l'administration centrale s’ajoute celle
des syndicals ouvriers dont la pression d'ordre & la fois profes-
sionne! et politique, ot la doctrine s'allie aux ambitions et aux
intéréts personnels, affecte sérieusement 1'efficience de Ientre-
prise de plusieurs fagons.

Ainsi, dans les entreprises privées, l’échelle des salaires
est en rapport avee la situation économique de chaque entreprise
et de chaque région. Aussi les rémunérations et autres avantages
varient-ils d'une industrie a 1'auntre, d’une région a une autre.
Par contre, dans les industries nationalisées, les rémunérations,
sous la pression des syndicats, ont tendance & l'uniformité et a
se rapprocher de celles des administrations de 1'Etat sans aucun
égard au rendement individuel et & la rentabilité de T'entreprise.

En oufre, en raison de l'application a toules les calégories
de travailleurs de conventions spéciales particulieres a certaines
catégories déterminées du personnel doté d'un statut privilégié
pour des considérations d’ordre professionnel, il se produit un
nivellement des conditions de travail et des salaires. L'éventail
de ces derniers ne fait que se rvétrécir au profit des ouvriers et
au détriment des cadres et, faute d’émulation, la main d’oeuvre
spécialisée se raréfie d’une année a 1'autre.
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L'amélioration du sort des travailleurs qui constitue un des
objets louables des nationalisations n’est done pas réalisé comme
dans l'industrie privée par une amélioration des rendements ;
et dans les tractations relatives aux conventions collectives le
souci du danger de dépasser certaines limites afin de ne pas
comprometire la rentabilit¢ de l'entreprise est absent dans les
entreprises nationalisées.

A propos des cadres il s’est avéré que dans un premier
temps les entreprises nationalisées se sont efforcées de conserver
les sujets de valeur hérités-des entreprises privées dépossédées.
Or, ces éléments se retirent petit & petit, soit parce qu’ils no
peuvenl pas s’adapter au nouveau régime titillon, soit en raison
de l'hostilité des syndicats & leur égard. Ils sont remplacés,
parfois, par un nombre supérieur d’éléments choisis souvent
sans aucun égard A leur compétence. D'ailleurs, une des carac-
téristiques universelles commune aux administrations de U'Etat
et aux entreprises nationalisées est le gigantisme et son corollaire -
Uinflation du personnel. Cela tient a U'interférence de la politique,
Uexpansionnisme, le népotisme, et & laction des syndicats
tendant & aceroitre la demande de main d'cuvre moyennant
I'absentéisme, la yestriction du rendement et I'opposition a toute
organisation scientifique du travail.

Il en résulte natureliement wne inflation des salaires et,

par conséquent, une majoration continue des prix de revient ei
de vente, laffaiblissement de linitiative individuelle,  des
résultats financiers déplorables et des déficits
D’autant plus, d'une part. que la réalisation de I)]'Oﬁt“ n'a qu'une
importance secondaire et doit méme, d’aprés les théoriciens, étre
entitrement négligée : et, d’autre part, la couverture des déficits
résultant de cetle altitude, ainsi que les investissements néces-
saires, sont laissés & la charge de U'Etat alors que dans les
industries privées les uns et les autres incombent aux actionnaires
el aux propriétaires. De plus, dans les industries privées, la
déficience de la gestion entraine des sanctions maltérielles envers
les responsables, ce (ui nest point le cas dans les entreprises
nationalisées, en rvaison surtout de I'éparpillement des respon-
sabilités. En outre, les entreprises privées déficientes, finissent
par disparaitre sous la pression de la concurrence, tandis que
les entreprises nationalisées survivent & tout échee car, en cette

chroniques.
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-matiere comme dans toute réforme sociale progressive, il est
presque impossible de reculer.

Aussi, alors que les entreprises nationalisées sont en
principe censges offrir leurs services et leurs produils a des prix
inféricurs & ceux antérieurement pratiqués par les industries
privées disparues, c'est le contraire gui se produit, soit & cause
du niveau dieve des prix de revient, soil parce que 'on élablil
des prix de vente de beaucoup supérieurs aux codis afin de
pouvoir amortiv le prix de rachat des entreprises. Les profits
réels, s'il en exisle, sont alors le resultat de Dexploitation
de I'usager et du consommateur et non pas le fruit d’une gestion
efficace.

Cel élat de choses est possible en raison du monopole
absolu dont jouissent la plupart des entreprises nationalicées,
monopele autrement plus dur que ceux du régime capitaliste
qui, eux, ne sont pas 4 Pabri de la concurrence intéricure et
extéricure et de Uintervention de 1’Administration et de 1’opinion
publique.

1Ty o licu d'ajouter que 1'élévation des prix de vente des
industries nationalisées affecte les colits des industries privées
qui se trouveni sous la dépendance des premieéres du point de
vue do certaines fournitures telles que 1'énergie électrique, les
combustibles, le transport, les assurances. certaines matidres
premieres, ete.

Iin conclusion, 'anticapitalisme qui est & la base du régime
des nationalisaiions, a abouti & la disparition des profils suns
les compensalions promises, a Uaffaiblissement de U'épargne et
par voie de conséquence, au rencherissement duo erédit, au
remplacement des anciens trusts el f[éodalités par d’autres bien
plus indésirables, & des traitements de faveur dis aux interven-
tions d’ordre politique. a la survivance de la lutte des classes.

lin effet, le régime des nationalisations n'a pas empiche
les gréves qui paralysent souvent le fonctionnement des entre-
prises nationalisées & des moments critiques de la vie de g
nation. It si dans certaing cas on a évité des troubles sociaux.
c’est moyennant des concessions extravagantes accordées aux
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dépens des contribuables, des économiquement faibles et des
entreprises privées.

Par surcroit, et cela est plus grave, les enireprises natio-
nalisées n'ont pas démontré de pouvoir participer aux progrés
techniques et scientifiques dans une mesure comparable & celle
des industries privées.

Faut-il en déduire que 1'Etat au régime libéral devrait
s’abstenir de toute intervention dans la vie économique de la
nation ? Certes non. Il peut et il doit, en faisant usage de casy
vastes pouvoirs administratifs, législatifs, impositionnels ..
judiciaires, s'appliquer a satisfaire les revendications légitimes
des différentes couches de la population sans disecrimination o
tout en sauvegardant l'intérét de la collectivité.

Il se doit notamment de susciter les énergies, réprimer les
abus et corriger les déviations éventuelles du régime de I'éco-
nomie libérale, protéger et encourager I'épargne afin d’assuyey
la continuité du progres, conirdler les conditions des travailleyps
de toutes catégories, afiin d’assurer la paix et la justice Sociale,
réaliser une juste répartition du revenu national et des chargeg

fiscales relatives aux dépenses publiques.

I peut el il doit exiger au besoin, qu'une industrie de base,
prospére, mette cette prospérite au service de la collectivitg, o
s'assurer le controle de certaines entreprises intéressant |,
défense du pays et la santé publique sans, pour autant, violey
la liberté d’entreprise, ni faire fi des sains principes qui régissens
les entreprises privées lesquelles, depuis la révolution lndustrmug
et I'avenement du capitalisme ont, grace a la production it
masse ef A la baissc des prix, mis a la portée de toutes les
couches de la population 12 jouissance de biens ef dg Serviceg
q_ul etaient jadis I'apannage d'une minorité, de méme que g
civilisation est redevable A Tinitiative privée de ses plus bpi].
lantes conquétes.

Dr. 1. Lgvr.



SOME REMARKS
ON KEYNESIAN ECONOMICS

by

Dr. M. M. Hamp1,

These remarks are concerned with :
(a) The equality between saving and investment ;
(b) The marginal efficiency of capital :
(c) The theory of interest.

The simple piece of arithmetic which Keynes devised to
prove the equality between saving and investment has probably
aroused more controversy and more misinterpretation than did
any other Keynesian idea.

The two equations which Keynes used to prove this equaliby
are purely tautological.

Saving = Income — Gonsumption.

Investment= Value of OQutput—Consumption

Since Income is necessarily equal to the value of output,

% = Investment,

No one can reasonably dispute the simple truth expressed
in the first equation since that part of current income which
is not spent on consumption is obviously saved. But, can we
accept the validity of the second equation with equal assurance ¢
Can we consider thal part of the output which has not been
consumed as having been invested ?

Now in spite of the fact that the disciples of Keynes have
accused those economists who disputed the equalily between
saving and investment of having crealed unnecessary confusion
by failing to understand a simple truism, T must admi{ that
1 am one of the culprits. 1 am not prepared to admit that
output minus consumption equals investmen! and consequently
I am not prepared to accept the thesis that saving must always
equal investment. My argument is briefly this . —
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In any given year, entreprensurs produce consumpiion
goods and capital goods. Tha sum total of these goods con-
stitutes the total output for the given year. Since production
creates incomes equivalent to the value of the goods produced,
society as a whole will have an aggregate income exactly equal
to its total ouiput which 1 repeat consists of some consumption
goods and some capital goods. Now if all the consumption
goods produced during that given year were consumed, the
residual of incomes which is obviously what we call saving
is equal to the value of the capital goods produced during tha-L
year which we call investment. In this parlicular egge of
equilibrium saving equals investment.

In short, if society consumes all the consumption 200ds
produced that parl of income which is left over (i.e. saving;
must equal that part of output which is left over (i.e. invest-
ment). But if society dees not consume.all the consumptig,,
goods produced that part of output which is not tonsumeq
contains such things as fish, milk, bulter and a whole hegy of
goods which are liable to perish or lose their value fop onp
reason or another. Surely we cannob include perished goods

in the figure which represe nts our current mv‘estment for the
wanf to attach a serious and usefy]

year in question if we
Surely there are caseg Where

meaning to the term investment. v t
3 1 orecat = § A
the aggregate saving in money exceeds the aggregate saving i,

goads which is investment and it is this disecuilibrium betwoe,
savine and investment which causes the recurrence of alterng,

waves of booms and depressions. Althoush a strong hody .
. v W Ll

opinion share this view Keynes and most of his followers jng .

on the fact that the equality between savings and Mvestman
holds good always, and is completely independent of any staf,
of equilibrium. They even go so far as fo consider Savinﬁ'
and investment. two aspects of the same thing. like saleq am?
purchases.

It is important {o note that Keynes himself imposeg Very
severe conditions, in the absence of which savine ang invoest.
ment need nat he equal. Tn page 63 of the general theory 1,
said :

“Provided 1t is agreed that income is equal to the value
of current ontput. that current investment is equal to thgy pare
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of current outpul which is not consumed, and thal saving equals
the excess of income over consumption all of which is conform-
able Doth to common sense and to the traditional usage of the
great majority of economists the equality of saving and invest-
ment necessarily follows.” Bearing in mind all these provisos
no one can possibly deny that saving equals what he defined
as investment. DButb Keynes's definition of investment is neither
conformable to common sense nor to tradifional usage as he
elaimed. For few people will agree that uneaten meals or spilt
milk form part of investment which common usaze considers
as either the formation of new capital assets or an increase in
stoeks held. Thus we are faced wilh the dilemma of either
defining investment in such a peeuliar way that il is not only
made equal to saving but also becomes synonymous to it or
defining it in accordance with common usage by economisis in
awhich case we have to reject, the thesis that saving and invoest-
ment are always equal. Keyne's disciples were divided as to
which course to follow. Some of them impressed by Keyne's
insistence that he had made a mistake in the treatise on money
by considering that saving and investment can be unequal and
impressed alzo by the simplicity of the arithmetic involved
in proving their equalily according to the new set of definitions
chose the first course.

In doing so, however, they had to admit that the equality
was a mere truismm devoid of any practical value. A notable
example of such economisls is Professor Lerner who said : “The
equality of saving and investment has been called a truism,
often in tones of conlempt, telling us nothing but that some-
thing is equal to itself.” In a sense this accusation is justified,
and, persistenily defending the {ruism he goes on to say : “All
the propositions of mathematics are similarly truisms, since
they tell us nothing that is not implied in the basic definitions
and postulates.”

Many of the followers of Keynes, however, found it hard
to believe that he could waste more than 30 pages of the general
theory to prove such an obvious truism. Encouraged by his
previous ideas embodied in the treatise and by the sympalthb}
he has shown in the general theory to the under consumplion
theorists and by his constant reference to over-investment in
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the concluding chapter of the very same book in which he
emphatically denied any possibility of an excess of investment
over saving, these followers of Keynes believed that saving antl
investment need not be equal and they even represented this
inequality as an important feature of his theory.

Summing up the Keynesian analysis of 1936 Sir William
Beveridge says lhat according to Keynes the possibility of
prolonged mass unemployment lies in the fact that the decisions
to save and decisions to invest are made by different sets of
people at different times and for different reasons and may thus
get out of step. Savings and investment do not start with any
initial tendency to march in step and there is no automatin
painless way of keeping them in step or bringing them togethe,
if they fall out. The rate of interest which was supposed tq
serve this purpose of regulating automatically the process of
saving and investment, fails to do so. If savings are tending
to outrun investment the rate of interest will fall only after
a severe decline in the national income. 1 fully endorse Sir
William Beveridge’s interpretation of the Keynesian analysig.
So does one of Keynes's most ardent supporters, Pay
Samuelson. Here is a quotation from Samuelson’s post war
economic problems.

“Upon one thing all modern economists, of whatever
school of thought are agreed : the amount which the community
wishes to save at full employment income levels must somehoy,
be offset or income will fall until the community is so pogp
and so wretched as to be willing to save no more than can pha
offset. In lerms of time-period analysis the community muysgt
return to the income stream in each period as much ag it
received in the previous period, or else there will ensue ,
cumulative downward spiral of income and employment. W,
are confronted with the paradox that while no one attempts
to save with any thought of investment outlet or of offsets, yet
the amount which all together succeed in saving is brought
into alignment by the movements of income and employment,
Bul the alignment is performed on a cruel procrustean bed, with
employment and income being lopped off if the desire to save
is excessive in comparisor with available offsets and with an
inflationary straining of demand if investment is excessive. This
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interpratation of Keynesian theory leaves no room for doubt that
saving and investment are not always equal and that their
inequality provides a sound explanation of the trade cycle. An
excess of saving over invesliment precipitates a depression and
an excess of investment over saving creates a boom. This is the
view I hold and if Paul Samuelson’s claim as to the unanimous
agreement among modern economists on this view is true then
we must forget all about that truism which Keynes went to sucn
great length to prove. I would like to add a footnote that this
interpretation of Keynes supersedes all the unnecessary compli-
cations created hy the introduction by the Sweedish school of the
Ex-ante and Ex-poste concepts of saving and investment.

So much for saving and investment, my second remark
relates to the concept of the marginal efficiency of capital.
Keynes defined the marginal efficiency of capital in the follow-
ing terms :

I define the marginal efficiency of capital as being equil
to that rate of discount which would make the present value
of the series of annuities given by the returns expected from
the capital asset during its life just equal to its supply price.
This gives us the marginal efficiencies of particular types of
capital-assels. The greatest of these marginal efficiencies can
then be regarded as the marginal efficiency of capital in general.
Ever since T read the general theory some twelve years ago I
have been wondering why the greatest of these rates of dis-
counls should be regarded as the marginal efficiency of capital
in general.

My own copy of Keynes still bears the query why not
the lowest instead of the greatest.

Discussions with professors both in England and in Egypt
did not help to answer this query. Many of my colleagues said
that they have been wondering about the same point and were
happy to find someone who shared their views. Some of them
tried to find explanations for the use of the term “greatest”
instead of “smallest” but they were all a little bit too far-
fetched and unconvincing, Before I throw the matter open to
discussion, I shall state my point of view briefly.

Given a certain supply price, the higher the series of
annuities representing the prospective yield of capital, the higher
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will necessarily be the rate of discount which equalises the sum
of annuities with the given supply price. The lower the
annuitiezs the lower will be the rate of discount. But ihe
prospective yield will obviously get smaller and smaller as we
approach the marginal dese of investment which yields a r turn
just equal to the current rate of interest. If the rate of discount
necessary to equalise the prospective yield of this marginal dos»
with the supply price is called the marginal efficiency of capital
in general, then it is obviously the lowest rate or the rate which
will just induce the entrepreneur to make the investment. 1if
we consider the greatest rate of discount as the marcinal
efficiency of capital in general, we would be saying that the
marginal investment is the most lucrative which is a peculiar
reversal of the concept of the margin.

Another ambiguity attached to the concept of the marginal
efficiency of capital arises from the definition of the “Supply
Price”. It will be remembered that Keynes defined the
marginal efficiency of capital as the rate of discount which
equalises the present value of the series of annuities representing
the prospective yield of a capital asset with its supply price.
defining the supply price Keynes stated unequivocally that it
was not the same thing as the market price al which an asg.g
could actually be purchased in the market bul the price which
would just induce a manufacturer newly to produce an
additional unit of such asset, what ‘s sometimes called jtg
replacement cost. This definition throws the door wide opep
to all sorts of unnecessary complicatiors. When a man buyg
an Investment or capital assets to use Keyne's own words, ha
purchases the right to the saries of prosrective refurns which
he expects to obtain from selling its output after deducting
the running expenses of obtaining that oufput, during the lifa of
the asset. Against the prospective returns which rerresent tha
gain aceruing to him from acquiring the asset, he hes to reckon
with the price he has to pay for buying it which is obvinusly
the market price.

It is only natural and logical to supnose that the investor
compares yirld with cost, gain with cacrifice. What dres the
investor care about the price which would just induce a manu-
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facturer newly to produce an additional unit of the asset he
mtends to buy ¢ Which manufacturer ?

Suppose that a certain manufacturer had such heavy fixed
costs relative to total costs that he was prepared to produce an
additional unit of the asset for very liitle inducement, whal
would the supply price be? Of course such complications
would be cleared up if the investor and the manufacturer of
the asset were the same person, but Keynes obviously did nol
mean that, and that is why I am unable to understand why
he inzisted on the interesl that the investor takes in the supply
price of the manufacturer.

My view g furlher substantiated by Keynes's declaration
that  his  “marginal  efficiency of capilal™ is identical with
Fisher's “vate of return over cost”. The rate of return over
cosl, Professor IPisher writes is the rate which, employved in
conputing the present worth of all the eost and the present
worlh of all returns, will make these two equal™.

What is the present worth of all the cost of a newly
purchased capital asset? It is obviously the market price and
nol the so-called supply price assuming of course that mainten-
mee charges and running expenses are dedueted from the series
of prospective returns.

In fairness to Keynes, however, 1 must make it clear that
my remarks concern matlers of detail and in no way underming
the basic concept of the marginal efficiency of capital which is
an ingenious deviee fo harmonise the new Keynesian theory of
mterest with the general theory of distribution.

As regards the theory of interest 1 have nothing bul prais:
for the brilliant way in which Keynes eradicaled the classical
theory whicli was deeply rooted in the minds of economsts
and built his new theory on perfectly eclear grounds, Keynes
put an end once and for all to the confusion ercated by the
classical economists having two distinet and uncorrelated
theories of interest one discussed in Volume I as a part of
distribution and the other discussed in Volume II as a part
of the theory of Money and Credit. The beauty of the Keynesian
theory of interest lies in its simplicity and its orig'nality.
Practically all other Keynesian ideas can he traced back 1n
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other writers. The Multiplier is due to Khan and others. The

marginal efficiency of capital is due to Fisher, the fear he

expressed of a falling marginal propensity to eccnsume is nof
at all different from the warning given by Hobson and
Mummery and other under-consumption theorists aliout

the
i1l effeets of excessive saving.

But liquidity preference theory
of interest stands out singularly among other Keynesian
innovations as the most original and the most brilliant contri-
bution to economic theory.

Dr. M. M. Hawmbi.



ANALYSES ET COMPTES RENDUS

TRAINING CENTER FOR RESEARCH
IN NATIONAL INCOME

organized by
THE Souiery oF POLITICAL BCONOMY, STATISTICS AND LEGISLATION
in collaboration with

UiniTED NATIONS TECHNICAL ASSISTANCE ADMINISTRATION

AND IT3 STATISTICAL OFFICE.

The major objective of {he Training Center is to increase
the knowledge of national income and to secure the evenlual
improvemenl of national slatistics on which it is Lased in order
thal they may fulfill national as well as international nceds
for sound estimates.

Altainment of this objective may be furthered by :—

(@) Giving specialised training in the definition and
conceplual framework of national income and related aggregates.

(b) Training personnel in techniques and practices of the
statistical methods used in the measurement of national income,
and applications in economic analysis and policy.

(¢) Dissemination of information on international standards
and recommendations to improve national statistics and inter-
national comparability.

(d) Development of close working relationships and co-
ordination of efforts between national agencies concerned with
the collection of economis data and statistics.

(¢) Exchange of ideas among responsible personnel and
research workers in this field,
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ORIGIN OF THE CENTER.

The problem of improving national incomme estimates
through the medium of the Training Center has been well
wdicated in the inaugzural address delivered by . Helmy
Bahgat Badawi, Minister of Commerce and Indusiry, and
chairman of the Board of Dirvectors of the Center. An extraci
i this speech is quoted hereafter :

“The Société has for long, given much thoughf,
to the field of national income. Itz various aspects
and problems have repeatedly been studied in our
discussion group, and valuable contributions to il
lterature in the field have appeared in our quinrterly
publication, L'Egypte Contemporeine. The maor.
we dealt with that subject, the more we came io
realize that its has not received, in our country its
due of closer study and atliention. We especially fel|
the lack of velevanl accurate sfatistics and soun
estimates.

The disadvantage to our economic policies con-
sequential upon the lack of such basic dati. eould not

he exagerated.
The Socidté, in the cireumstances decided t

underiake ihis project with a view to promoele t,.
interest in the national income studies and anplieg.
tions. The competent authorities in the Governmeny,
welcomed our initiative which was saon approved
by the Technical Assistance Administration of th,
United Nations. It is thanks to its co'labomrat’on ang
assistanee that this project has been made possihle

SPONSORS.

The Center was sponsorved by the Society of Political
Beonomy, Statistics and Lecislalion, the United Nations
Technical Assistance Administration, and its Sfatistical Office
and was held at the building of the sponsoring Sociidy. fmmr
12 January to 22 April, 1953.

Contribution of the Society :—
(@) The Society complied fully with all the responsihil'ties
aceording to the terms of its agreement with the United Nat ons.



ANALYSES ET COMPTES RENDUS 3%

ity Designated @ Director to the Training Cenfer, Mr.
Mansour Mashaly, Director of the Statistical Department of the
By ptinn Government.

c) The excellent facilitivs of the building of the Societ:
was  made  available to o the  cenler, including classrooms
Stationary, Jduplicating facilities and clerical assistance.

(' Arranged to provide and pay for the suitable housing,
with full hoard, of the United Nations experts.

Contribution of the United Nations.

‘a) In terms of staff the Uniled Nations enguged the servic
of Mr. Pieter de Wolff of Amsterdam (Netherlands) for a period
not exceeding five months for the purpose of advising and assist-
ing the Society in the organization of the Training Center on
recent methods and procedures in economic statistics, especially
national income statistics.

\h) Made available the services of Mr. John Crawford
(U.8.A)) for a period not exceeding five months. Mr. Grawford's
principal duties were arranged as to assist in the operations
of the Training Cenler, and to work on improving estimates
of national income in Egypt.

(e; Agreed to pay the travelling expenses of  the Lwis
experts from their places of residence to Cairo and return. 2-
well az their salaries plus suitable allowances in accordanc:
with regulations laid down hy the Technieal Assistine.
Administration.

DIRECTION OF THE CENTER.

Board of Directors :—

A Board of Directors was set up lo decide on broad policy
and on imporlant administrative matters. The commiltee was
forfunate in having as its Chairman Dr. Helmy Bahgat Badawi.
Minister of Commerce and Industry and Secretary General of
the Sponsoring Societv. Members of this board are : Dr. Ah
El Hakim E1 Rifai, Director., Crédit Hypothécaire Agricole
@’Egypte, Dr. Abd El Moneim ®1 Shafei, Direclor, Taxation
Department, Mr. Sani El Lackani. Ex-Economic Consultant of
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the Ministry of National Economy, Mr. Mansour Mashaly, Direc-
tor, Statistical Department, and Mr. Pieter De Wolff, Expert,
Technical Assistance Administration of the United Nations.

The direction of the Training Center was entrusted to Mr.
Mansour Mashaly.

The Board met on January 5, 1953 and decided on the
qualitications of the participants to be admitted to the trainine
center, their number, and the date of the opening of the Center
‘The commitiee assigned two Egyptian specialists, namely, My
Jahgat El Tawil and Dr. Saleh Toulan (both are members of
the Technical Commitiee of the Stalistical Department) to assisy
the United Nations experts in lecturing on refresher courses,
and designated My. Thrahim Kassem, Chief, Taxation Statistjc.
Section, Statistical Department as Administrator Assistant,
Director of the Training Center.

PROGRAM OF WORK.

The efficient organization of mnational income researe]
requires that the officials responsible for providing the basic
data have a proper understanding of the basic data needeq
the definitions and classifications to be wused, and th;
significance of the data in the overall frameworlk of fﬂhl\’_‘s
of national income and expenditure. A considerable amount of
time have also to he given to the discussion of various te-\chniqupq
nsed in the Slatistical evaluation of national income. B

The teaching staff met several times and azreed that tha

. L¥]

curriculum of the cenler would be organized arvound the follow.
ing categories of work :

(@; Basic Courses :
(h) Refresher Courses :
fc) Discussion Groups.

(a) Basic courses :—

These courses include national income and related toms
e.g. basic concepts of national income and related totals,
principal methods of measurement, statistics of capital forma-
tion, national income at constant prices, principles of socjal
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accounting, applications of national income analysis, interna-
tional eomparison of national income.

(b) Refresher courses :—

These courses include statistical methods and economics
as applied to national income studies.

(1) Statistical methods :—

This course includes a review of Lhe statistical methodology.
The deseription of frequency distribulion, the computation of
averages, measures of variation, elements of correlation, index
numbers and sampling were also studied.

(i) Economics :—

The series of leclures on economics were designed 1o
provide the students with a brief review of general economic
theory including such topies as price, monetary and macro-
cconomic theory. In addilion some of the lectures were used
to discuss current economie problems of Egypt such as recent
monetary developments, economics of land reform. pattern of

lax receipts, ete...
(e¢) Discussion groups :—

Discussions have been organized at regular intervals with
the students in order to facilitale their undersianding of the
subjects treated in the courses.

PARTICIPANTS.

The sponsoring sociely prepare:d a spreial applicaticn form
ineluding certain information aboul every participant (Name,
ago, address, colleges altended, year of graduation, main subjects
included in formal education, present position or activity). The
forms were sent to the concerned ministries, administrations,
institutions, elc., to be filled in. Tor reasons of efficiency, the
number of parlicipants was limited 1o 60 persons from varioua
Minislries, Administrations, Banks and other insfitutions. As a
rule, participants are college graduates. However cxperience ir
the field of statistics and cconomies was taken into consideration.
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The center was officially inaugurated on January, 12, 1923,
at the Building of the sponsoring Society. The Prime Minister,
General Mohamed Naguib, delegated Dr. Mohamed Fouad Galal,
Minister of National Orientation to represent him at the opening
of the Center, which was attended by more than 200 personalities
from various national and international agencies interested in
the field.

The inaugural address was delivered by Dr. Helmy Buahgar
Badawi. Mr. Mashaly gave a summary on the importance of
statistics us a basis for the estimation of national income as well
as other research work, which was followed by an address

delivered by Mr. Pieter de Wolff on the usefullness of national

income statisties and the intprngtinnal c.nllaborﬂ.tirm in this

technical field.

Speech delivered by Dr. HELMY BAHGAT BADAWI, Minister g

Commerce and Industry, and Chairman of the Board of Directors
of the Training Center Jor Research in National Income. at it
Inaugural Ceremony. on January 12, 1953.

My, President, Ladies and Gentlenten.

It gives me greal pieasure to announce, thiz evening, (.
opening of the Training Center for Nafional Income Studies.

The Sociéle has. for long, given much thought to the ficlg
of national income. Ifg vavions aspeets aud problems hay
repeatedly Deen studied in owr discussion group, and valuahl
contributions to the literature in the field have appeared in ow
quarterly publicalion, L'Egypute Contemporaine.  The more wr.
dealt with thal subject, the mere we came to realize that it hgs
not received, in our country. its dne of closer study and at{en-
tion. We especially felt the lack of relevant accurate statisties
and sound estimates.

The disadvantages to ouwr economy aud lo our economie
policies consequential upon the lack of such basic data. could
not be exagerated.

The Scciété, in the circumstances decided to undertake this
project with a view to promote the interest in the national
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income studies and applications. The competent authorities
the Government welcomed our initiative which was  soon
approved by the Technical Assistance Administralion of the
United Nations. 1t is thanks to its collaboration and assistance
that this projeet has been made possible.  The Organization
made available, for the duration of the Center. the services ol
two distinguished experts in the field, Mr. De Wolff and Mr.
Crawford, whom T am sure, will eontribute most to the suceess
of this couperative project.

The aim of this Center iz to enable a substantial number
of students of economics and statisties to further their studies
in this most important field of economic life. The response
was indeed vemarkable. Applications for participation far
exceeded the faeilities available and a selection was carr'ed on
the basis of previous training and possibilities of puttin:
whatever new techniques that might be acquired, into use.

In accordance with those eriteria more than sixty university
graduates working in governmental departmenls. or in privaf:
institutions have been admitted to the Center.

We feel confident that once those participants shall haw
completed their training in the center, they would contribut:
largely to a betler development of national income analysis anfi
statistics and to a fuller utilization of this vital branch of
ecanomic diseipline. Tt is a good omen that this project should
fake place in a period when our national efforts ave being
organized for a systematie and intecrated movement of recons-
fruction and development under the new regime.

On hehalf of the Société, T express my deep appreciation
to the Inited Nations for itz conperation in ectablishing this
center, which, T am sure. furthers its economic and social goals.
Tao you. Ladies and Gentlemen T extend our heartiest thanks
for aftending the opening of this Center.

Address of Mr. MANSOUR MASHALY. Director General of the
Statistical Depariment, and Director of the Training Center jor

Research in National Income. at its Incugural Ceremony on
January 12. 1953.

Mr, President, Ladies and Gentlemen,

It is a great pleasure to me to stand here to-day amons
you as the director of the firsl training center on National Income
studies.
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The ‘'‘Société d'Econcmie Politique, de Statistique el de
Législation has conferred this honour upon me and I wish
express my gratitude to the society represented in the person
of its President Dr. Abdel Hamid Badawi. The credii for
organizing this important center must go to this society.

Since the purpose of this center is of paramont imporia:i:-'a
the society has made every effort towards establishing it througn
the help of Dr. Mahmoud Fawzi. the ex-permanent Egyptia.
delegate to the U.N.

The first estimate of the nationul income of Egypl was
published by this Sociely in its periodical « L'Egypte Contem.
poraine » about 30 years ago.

There 15 no need for me to stress the importance of
statistics as a basis for the estimation of national income .5
well as other research work that aim at improving the Socio-

economic conditions of the country.

1 am pleased lo state the facl that the Statistical Depart-
ment, in spite of its limited resources is well appreciated by al)
those who get in touch with it.

Its officials are sell-denyings, unknown soldiers whoye

motto is, union. discipline and work.

Statistical data were collecled lhousands of years ago by
our ancestors, the Pharaos, to serve purposes of stale war. Alg,
in one of the verses of the Koran it is staled that God hgas
recorded evervthing in a fully comprehensive and eclarifying,
register.

The step taken by this society coincided with the Unite
Nations Policy of fosiering international cooperation and {h.
exchange of services. The United Nations has provided us wit],
the services of two of its experts, namely Mr. de Wolff of
Netherland and Mr. Crawford of U.S.A., both, well knowny
experts in the field of national income. This cooneration brings
to my mind this verse by an Arab poet : Quote “‘Peoples of thig
world, bedeuins and urbanized alike have to, and do serve each
other, without realizing this fact”. ;
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Speech dellvered by® Mr. PIETER DE WOLFF, Director of the

‘Municipal Bureauw of Statistics of Amsterdam, and United Nations

Eepresentative to the Training Center jor Research in Nationdl
Income at its Inaugural Ceremony on January, 12, 1953.

Mr. President, Ladies and Gentlemen,

[

Il is o great honour and a pleasure to me that 1 may
address this audience at the occasion of this first lecture at the
Training Center for National Income Statistics in the presenc:
of so many authorities. I consider this tc be a proof of the
profound interest your country lakes in the problems which
will be treated here in the course of the next four moenths. it
is this same interest which I have been able to observe from
the personal contacts I have had during the few days T have
stayed in your beautiful country and from the kind and efficient
assistance T have received so far and which is of such a great
importance to the organization of our work.

I think it is a highly significant fact that the Society of
Political ~Economy, Statistics and Legislation under the
presidence of Dr. Abdel Hamid Badawi has taken the
initiative in organizinz this first Training Center on National
Income Statistics in cooperation with the Technical Assislance
Program of the United Nalions.

Tt is evident that the United Nations in their endcavour
to aid the nations of the world has given strong support to tha
plans. The Statistical Office of the U.N. is also vitally con-
cerned in increasing the knowledge of national income stat'stics
and improving the data on which it is based. As a matier of
fact the Statistical Commission of the United Nations, al 1is
fourth and fifth sessions, recommended that the Serrefariat
should continue its work on proposals for providine a uniform
basis for reporling national income statisties and stressod the
need for establishing slandards in this field as soon as possible,
The Statistical Commission envisaged that, in order to take
account of the experience of different countries in this field,
experls from different countries should participate in this work.
The sending of experts in this field to Egypt is a direct outgrowth
of this resolution.
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) We appreciate highly the honour of having Dr. Iiabgat
Badawi, Minister of Commerce and Industry, in his capacity of
Secretary General of the Society deliver an address at the
opening of the Training Center and thereby officially under-
lining the importance the Society attaches to the work that will
be done at the Center.

Eeonomic life is getting greatly more and more complicated
and already now many complex process are involved and to
understand these processes bhetterr an increasing amount of
information is being gathered all over the world. Much of this
information belongs to the realm of ecomomic statistics.

It is easy to understand that, as the volume of information
grows, there is an increasing need to s,\-'h‘.lcmatiSe it and to put
together the ever expanding mass of data into a coherent pictur,
of econome structure. In pursuing this aim one has to find 4
compromise between two contrasting tendencies. At one gig,
there iz the desirability to give a picture which corresponds a5
accurately as possible to reality in its many different aspec,
and this leads to the inclusion of as many details ag possihle.
At the other hand there is the necessily of having a workapy,,
system which means that the number of economic variagh)ag
entering into the picture has to be restvicted. Tt is not Possih,.
to sav beforehand where the most useful compromisgs will e
found. Tt will however. be clear that it is a necessary condition,
fo rvestrict oneself to broad national cafegories like nafionai
income, consumption, produetion of branches of industyy "
even toial production. national investments and sn forth p.‘L,. .

s0 ealled natinnal economic ageregates.

The efforts to arrive at an all inclusive deseriptic) of th.:
economic life of a eountrv have taken a number of distinet hut

practically related, forms,

One group of investigators has been concerned mainly wiy,
the coneept and measurement of national income and product and
lheir development into a system of national accounte, Anothe
group has approached the general problem from a somewhat
different point of view which has resulted in the establishment
of s eslled input-—cutput tables which display the structure
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of commodity flows between industries. Still other groups have
concentrated on tracing purely financial flows in the economic
system or on stocks rather than flows. on wealth rather than on
income and production.

Much has been done in recent years to reconcile these
diiferent though highly important approaches and although
atiention will be given at the Center to the different lines of
thaught, the major atiention will be devoted to the problems of
defining and measuring national income.

The choice of national income as the focus of this Training
tenter is, I believe, a particularly appropriale one since the
concept of national income embraces the major measures of
seonomie welfare such as produetion, investment and consump-
tion. Tt is only through a knowledge of these interrclated
processes that plans for economic developmeni and raising the
well being of a nation can be drawn up and carried out in a
<atisfactory fashion.

Iuspection of the figures, even available for only o single
year, vields information on the structurs of an economic and
for the formulation of wise public policy. They show already
what part of the tolal product is consumed as opposed to thaf
part which is added to the stock of capital. It is possible fo
see to what extent the economy ic dependent on foreign trade,
which parts of total production originate in th» different
industries such as agriculture, manufacturing. commerce and
transport.

If figures are available for a series of years still more
mportant conclusions mav be drawn from them. It is then
possible to follow the course of the economic development and
to check the results of the economic policy adopted. In this
connection the recently appointed Permanent Counci! for the
Development of National Production should benefit greatly in
its long range planning from a developped system of national-
accounts. They form an excellent guide in allocating the huee
sums which will have to be invested in order to realise the

program of rapid industrialization your Government iz eon-
sidering.
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Having shown you the usefulness of national income
statistics, T should now like to recall the work which already
has been done in this country in this field and on which we
are going to base our future work. The first estimate which
ever has been mdae, as far as I know, is due to Dr. Levi, the
former Controller of the Statistical Department ; it refers 1,
1922 and it is only a very rough one according lo the gaps in
lHe statistical material available at that time. It neverthelegg
shows clearly the great inlerest present in your country for g
subject at a date at which were still completely lacking in mogf
other countries. A second phase in the work was the estimg(.
of Dr. Shafei, made a few years later, and in the third place
we now have al our disposal the malerial contained ipn the
dissertation of Dr. Anis and of an estimate recently turnsq oul,
by the Slatistical Department under the supervision of M.
Mashaly. Looking at these most recent data it is 818y to gop
that great progress has been made. The available stntigtjca}'
material has been greatly improved and many guessag have
bean replaced by reliable figures. Still much Temains t b':
done. The differences between the various estimateg are eti]li
considerable and especially in the field of investment whicﬁ i
of such a vital importance as T menfioned before, many 'S

) i basipe

data are still lacking.
Before concluding my lecture, | should like tgq SAY a feu
words on the organization of the center. At the end\nf if-):\
Dr. Derksen, m charge of the national income branch of th);

United Nations Stalistical Office paid a visit tq Egypt at the
request of the Society and of the Ministry of Finap .
He drew up a memorandum which has served g , busi; ;53-
the organization of this cenler. TIn the course of 1952 the i)l 01:
gradually formed and as of the present the prepar gy

atory werk
has been dene and the Center has hecome 3 reality.

The United Nations has made possible the aprointment,
of two experts to the Center, Mr. Crawford from the Statistical
Office of the United Nations is one of them. [ feq] very honoured
to he invited to act as the other one.  With the cooperation of
a.number of your countrymen we hope to run this center for
which the Society has also provided the material means, includ-
ine housing. seeretaviat, college rooms and so forth.
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The main subject of the center in which approximat-ly
sixty officials from governmental acencies, banks and other
societics will take part as students, will he formed by a course
on national income stalistics, supplemented by refresher courses
on stafistics and economics. Moreover plans have been made
to introduce lectures on related subjects by university professors
and pervsong from other agencies in order to broaden the basis
of the education.

The center will be in close contact with the institutions
préparing the hasic data for the calculation of national income.

The Statistical Department, the Director General of which
has already given very valuable assistance to the preparation
of the Cenler is foremost amongst this group. Other agencies
such as the varvious Ministries, the National Bank of Egypt and
others certainly will be prepared to make an important contri-
bution to the improvement of the basic data.

The advisory work which has to be done for this purpose
can nol be expecled to b> completely incorporated in the work
which will be done at the Center and therefore Mr. Crawford,
will stay for an additional eight months as has been requested
by the Egyptian Government.

In conclusion I should like to express as my sincere hope
that thiz Center may work under the most favourable circums-
tances and T am convineced that if the spirit of cooperation and
enthousiasm that has been shown so far will be maintained
in the future by all working tocether in the Center, both students
and teachers, it will most cerlainly reach its goal to the benefi!
of this beautiful country and its hospitable inhabitants.
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REVUE “EvoLUONS'': L'envahissement de la fiscalité risque de
provogquer une révolulion économique.

C'est le titre d’'un article paru dans le fascicule da
Septembre 1952 de la revue Ewvoluons, organe de 1'Association
(iénérale des Notaires de Irance (ue le hasard d'une visite 3
un notaire nous a fait découvrir a Nice.

Trés modeste quant a son volume et a sa présentation, celte
revue offre au lecteur une matiere d'une valeur fris appréciable,
cav elle refléte les opinions des membres d'une corporation d'una

haute tenue morale et on ne peut plus avertie en tout ce qu;
e rapporte aux législations civile, commerciale, fiscale el adm;.
nistrative.

Dans cet article, Maiire Gaillot, notaire 4 Marseille, a résum .
le sens d'un rapport quiil avait présenté au 51™ Congres deg
Notaires qui s'est déroulé au Touquet au mois de Juin derniey.

capport qui a suscité un trés vif intérét parmi les congressisteg,

La fisculité esl une tres ancienne manifestation de Pintop.
vention de I'litat dans le domaine ¢conomique. Elle ne cesse (p
<ubir des modifications pius ou moins susceptibles d'affectq,
I"¢eonomie nationale et privée.

Jusqu'au débul du XN siecle, remarque auteur, lévoly,.
fien de la fiscalilé s'est produite dans le sens d’une restrictiog,
dv son domaine tendant & libérer de plus en plus leg activiggs

S

individuelles et a diminuer I'emprise et I'intervention e I'Etat

Par contre, depuis la fin de la dernitre guerre, op France
comme ailleurs, Dinstitulion de nouveaux impdts tels que Pimpoy
progressif sur le revenu, les taxes sur les transactiong et los
successions, impositions rendues nécessaires par l!inﬂatio'ﬁ
continuelle des budgets de I'Etat et provinciaux, 1a fiscalite
de nouveau assumé le caractére personnel d'anlan. Elle surveilla
par conséquent, dit I'auteur, Tactivité de chacun of fata‘empn;
limite la liberté. Et & mesure que la fiscalilé saggrave, anf,
particuliers s’évertuent & s défendre de son emprige
revenus et leurs ressources.

|

les
sur leups

Ainsi I'Etat est fatalement amené & constituer up véritable
arsenal de lois fiscales pour linterprétation et I'application
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desquels les conlribuables se trouvent de plus en plmus embar-
rassés el obligés de reconrir aux services onéreux de spécialistes
cqui eonslituent une puissante légion.

“La fisealité qui n'élait primitivement — dit 1'auteur -—
quune série de réglements particuliers sujets 4 une interprétation
limitative strietu sensu, est devenue un droit spéeial, tirant de
lui-méme ses conséquences, un droit interprétatif autonome. Le
droil fiscal, qui respeciait précédemment les régles du droit prive,
mais s'en affranchit aujourd’hui complétement™.

Celle anlonomie fait que les situalions économiques et
juridiques sont essentiellement envisagées du point de vue de
I'intérél du fise. 11 en résulte que souvent I'impdot ou la taxe,
(qui soni censés grever le revenu ou le hénéfice, aboutit en fait
a un prélevement sur le capital.

La fiscalilé égyptienne, qui a subi la méme évolution au
colirs des dernidres année, en est-elle arrivée & ce point ?

Cerles non. Toufefois on ne saurait nier que le taux de
U'impol progressif sur le revenu net a déja alteint un niveau
qui affecte sans doute les activités privées ainsi que la formation
de I'épargne dont le pays a grand besoin. D'autant plus que
Iévolution de la fiscalité égyptienne a été particulierement
rapide el a surpris l'administraiion aussi bien que les contri-
buables habitués de longue date 4 un régime fiscal plus simple.

“CENTRE NATIONAL DU COMMERCE EXTERIEUR DE FRANCE': Egyple.

Cest le lilre de l'une des nombreuses monographies
relatives aux principaux pays éditées par le ““Centre National
du Commerce Extérienr de France’.

Elle econstitue un précienx vade mecum des homimes

d’affaires et des importateurs el exportateurs opérant en Egypte.

11 comprend cing chapitre étayés d’'une riche documenta-
tion  statistique se rapportant respectivement & la situation
générale de notre pays, a4 ses niveaux de consommation et de
production, au commerce extérieur en général et au commerce
franco-ézyplien suivis d'un guide de l'exportatenr contenant
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des renseignements généraux d'ordre pratique sur le régime.
douanier, le systéme bancaire, ete...

G'est un modele du genre qu’il serait désirable d’adopim-
a l'usage de nons commercants.

ERNEST TEILIAG @ Structure de économic Moyen-Orientale.

M. Ernest Teiihac, Professeur & la Facullé de Droit 4.
Beyrouth, a publi¢ dans le fascicule de Décembre 1952 de 1,
revue Droit Social, une étude tres intéressante sur Uinfluenc..
présente et future de l'industrie pétroliere sur le développemen;
économique el social du Moyen-Orient.

Il estime gue cette région, “idans un sens lustorique pyp.
fond", joue et jouera danz lavenir un role considévable gay, .
Pévolution de 1'économiie mondiale.

Il aborde son ¢lude par la constatation du décalage ey
tant entre les réserves pétrolieres de la région et la productigy
Celle-ci ne représente en effet qu'un cinquieéme de la productig,
mondiale, tandis que les réserves représentent les deux cinquié_
mes des réserves mondiales. Cela tienl, dit-ili & la struetyy,,

des réserves mémes et a celle de la production.

s sonl irrégulierement répartics sur toute i
une grande part sur les cotes g,
Golfe Persique ou s’est concentré 1'effort du capita!lm-ne Pétro-
lier, les autres réserves étani pour le moment negligées.
sorte que 1'on peul dire avee I'Auteur que la structure ge,
réserves “'se traduit par une simple apposiion djl capitalism
pétrolier 4 I'Est et au Sud-Est du Moyen-Ol'lel_]th' Clest-a-dipe
que l'exploitation des réserves pétrolieres esl réalisée grice essen.
tiellement i 1'apport du capitalisme mondi:.il au précapitalisme
moyen-oriental, sans s’y intégrer ni le modifier, et cela sous e
triple aspect de capitalisme industriel, capitalisme de transport
et capitalisme commercial doni 1'auteur expose I'action respec-
tive.

Les réserve
région, mais localisées pour

Avant d'aller plus loin, il v a lieu do signaler que les
remarques ci-aprés ne s'appliquent gueére 2 I'Egypte, ni & 'Isragi
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dent lw sbructure économigque n'est pas comparable a celle des
aulres pays du Moven-Orient.

oo ce qui oconcerne le capilalisme  industriel, 'auleur
signale la [aiblesse relative de la production par rapport aux
réserves, mentionnee plut haut et le fait que seuls les trois
ciiiquiemes de la production sont raffinés dans la région princi-
palement eén Iran, & Abadan.

Quant au capitalisme de lransporl, Uabsence des nmoyens
de transporl adéquats dans la région constitue une enfrave 4
la produclion, les compagnies concessionnaires étant obligées do
construire les porls, les pipe-lines et les bateaux-citerne destings
i exportation.

Pour ee qui est du capitalisme conunercial, e'est & lui que
Pon doit sipresque tous les pays du monde sauf la Russie, sont
bribulaires du Moyen-Ovient pour une bonne partie de leur
approvisionnement, ce qui tend a s'accentuer avee l'accroisse-
ment de la produclion. L'Auteur se livre ensuite & lexposé de
ceogqu'il désigne comme la superposition de 'industrie pétroliere
a U'économie moyen-orvientale. 11 enlend signaler ainsi :

fa) La faible participation de la région aux beénéfices
financiers directs (sous forme de redevances qu’il estime modestes
ef d’aucune influence sur le développement économique) et aux
bénéfices indirects, apport de devises étrangeres dont une frés
faible part revient a la région qui les consacre a I’augmentation
des importations de produits de consomination qui pourraient
¢tre produits localement et non & de hiens de production.

(a) La faible parlicipation aussi aux bénéfices économiguies
des habitants de la végion considérés comme producteurs ¢t
consomimateurs.

En tant que producteurs, on estime @ molns de 30 9% la
fraction de la population qui tire un profit appréciable de
I'exploitation des véserves ; et en tant que collaborateurs directs
on estime leur nombre & un peu plus de 100.030 personnes,
presque entidrement des manceuvres. Cette collaboration directe
dont il faut souhaiter l'extension dvit étre doublée d’une colla-
boralion indirecte, sous la forme de production locale d'une
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grande parlie des produits complémentaires el accessoires dont
les sociétés ont besoin el quelles achéetent actuellernent i
1'étranger.

Le développement de la production pétroliere esl un facteur
puissant pour Vindustrialisation et le resserrement de union
moven-orientale.

Du point de vue de la consonunation, seule une partie
insignifiante de la produection est absorbée par la région.

De l'expasé qui précede; I'Auleur tire la conclusion que e
lien entre le capitalisme pétrolier et le précapitalisme moyey;.
oriental reste trop financier et juridique, el pas assez économiqu
et technologique. Aussi est-il a souhaiter un rapide changemenj
de cette situation afin que l'industrie pétroliere contribue .
plus en plus largement a lu prospérité de la région et i éleyg,
zon standard de vie qui resie trés bas.

Dr. I. LEVI.
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ECONOMIC BULLETIN
National Bank of Egypt.

Vol. V,

Noies and Comments \—
Prof. H. D. Gideonse on “The
Economic Foreign Policy of the
U. 8. Deflation’.
Further Remarks on Anglo-Egyptian
Trade Relations.
A Warning Example.
The Commonwealth Conference.
Leading Articles :—
Agricultural Credit in Egypt.
Some Notes on the Present World
Position of Cotton.
Economic Review 1=

N 4—CUATRO,

1952,

EGYPT :
Monetary Developments.
The Maoney Supply.
Foreign Exchange.
Exchange Control Regulations.
Gold.
Stock Exchange.
Foreign Trade, Jan.-October 1952,
Payments Agreement with Ttaly.
Cotton.
The Consumption of Tobacco in
Egypt.
More Water [for
the Nile Valley.

Cultivators in
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SUDAN : Conference.
General. Monnet Plan.
Agricultural, Economie Conditions in  the
Foreign Trade. Jan.-August 1952 Middle East: Iran, Lebanon,
FOREIGN : Syria, Turkey.
The  Commonwealth  Economic Statistical Section.
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BULLETIN DE LA CHAMBRE DE COMMERCE

EGYPTIENNE D’ALEXANDRIE
177 Nimce, NY 196 — ALFENANDRIE, lanvier 1453,

TAHER EL KHOLI -—- Rapport sur pendant l'année 1951 comparé &
le Commerce Extériewr de I'Egypte lanncée 1948,
&
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179 Année, N¥ 197 -~ ALENANDRIE, Février 1953, g
L'élection de Me. Hussein Fahmy, Le Vice-Président de la Ch:‘:s,mbre a
Membre de la Chambre, Président élu Président de la Conférence des
du Conseil Permanent de la Pro- Banques d'Egypte.

duction Nationale.
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L’EGYPTE INDUSTRIELLE

29% Année, N° 1 — LE
Fditorial : La prescription en matie-
re fiscale,

Chronique de l'indusirie. L'indus-
trie laitiére; Le conseil permanent
de 1'Orientation nationale inaugure
ses travaux: Le développement de
la production nationale.

Aide & l'exportation.

Les investissemenis
I"étranger,

amérieains 2
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Fditorial ; Les capilaux étrangers.

Chronique de I'Industrie : La produc-
tion huilliére ; le marché des Cuirs:
P'industrie du lin

Le Commerce Extérieur du Pakistan.

Surproduction sur le marché mondial
du sucre,

Possibilités d'échanges internationaux
d'énergie électrique,

Questions fiseales : Instructions pour

1:E

CAIRE, Janvier 1933,

La crise de lindusirie deg
artifieiels.

A travers la Presse 'IPChanuu

Informations diverses,

textilay

Statistigues  industrielles : g
coton. SOl ey
AMouvement de formation
(1(5 5 .
cats ouvriers. Syadi.
Actes législatifs intérese
7 SEAL 173
trie. v Mdus.

Adjudications Gom‘""'”“"“'l’ltalpq
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CAIREL Février 1953
T'application dn
de 1952

A travers la Presse

Informations diverspg.

Statistiques Industrmllef; Production,
impoﬁtmn de filés et tissus de co
on commerce exlériely i
el de I'm-

Actes législatifs
trie,

Adjndications gouvernementales,

décret-lgj No. a4y

Technique,

intéressant T'indus-
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BRITISH CHAMBER OF COMMERCE
OF EGYPT JOURNAL

Vol XXXINX-—No, 2--CAIRO-——February, 1933,

“Topical Review.
Amendments to Fiscal Laws.
Notes of the Month:
Anglo-Egyptian Apreement on
Sudan,
Vice-Chairman  of
Committee.
Suceessful Harrogate
ion.

New Company.,
Taxes Due by
Companies.
Cairo Municipai

Duty.
Bitish Aviation Exports.
Price-Fixing and Maximum Profits.
British Electrical Industries Cata-
logue.
Record U. K. Textile Plant Exports.

Canal Zone

Toy TExhibit-

Foreign Shipping

Tax on Estate

Trans-Desert Pipeline.
The Chamber’s Delegation to the U. K.
The British Industries Fair.
Statistics.
Changes in Customs and General ad
valorem Duties.
The Petroleum Industry in Egypt.
London Letter.
Concilintion  and
Labour Disputes.
Foreign Trade of Egypt.
Repulations relating to
Permits.
Market Reports for January-Februatry.
Fgyptian Government Adjudications.
Stocks and Shares.
Oificers of the Chamber.

particulars of Membership.

Arbitration in

Imporét

BULLETIN DE LEGISLATION ET DE JURISPRUDENCE
EGYPTIENNES

A" Année, N7
T.oyislation de Novembre 1952,
Dectrine.
“Table arnuelle de législation.

Table annuellr des arréts de la Cour
de eassation et des Cours d'appel et

4 Nnmde, N1 —
Doclring :
ROLAND DRAGOQO. - Le controle de

‘m_ constitutionnalité des lcis et des
déerets-loi par le Conseil d'Etal.

12 — ALENANDRIE, 1952,

des jugements des autres juridie-
tions. _
Table annuelle des arréts du Consell
d’Etat. )
Table annuelle de la rétrospective des
arrots de la Cour de Cassation.

ALEXANDRIE, 1953,

Législation (Novembre 19527.

Cour de Cassation.

Cours d'Appel et autres Juridictions.

Rétrospective des arréts de la Cour
de Cassation.
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REVUES

ETRANGERES

THE BANKER

Vol (—N°

A Banker's Diary.

Policy for the Breathing Space.
Dearer Money in Ameriea.
Bank Shares as Equities.
Monetary Contrasts in 1952,

C. GORDON TETHER. — New Phase
in the Gold Price Controversy ?

325—LONDON, February, 1933.

France after Pinay.

W. W. SYRETT. — The Case for
Standard Bill Lodgement Forms.
ERNEST WATKINS. — Forgery on a

Joint Account.
International Banking Review,
Appointments and Retirements.
Banking Statistics.

DROIT SOCIAL
16™ Anuée, No. 1 — PARIS, Janvier 1933,

Premiere Partie:
Organisation Professionnelle.

PAUL REUTER. — A propos des en-
tentes industrielles (ITID : Le droit
francais 4 1'épreuve.

Bibliographie.

ALFRED SAUVY. —
économique.

La situation

Deuxiéme Partie : Travail

PIERRE DERVILLEE. — La producti-
vité et les problimes humains du
travail.

PAUL DURAND. — Le régime juridi-
que de la gréve polit'que.

P. D. — La situation de I'’employeur
et des salariés au cours de la gréve.

Jurisprudence récente en matiére so-
ciale.

Biblicgraphie.

Troisieme Partie: Sécurité Sociale et

Prestations Familiales.

CH. FREYRIA. — L’affiliation a la
sécurit? sociale des dirigeants des
sociétés commerciales.

XXX. — Réflexions sur le controle
médical de la sécurité sociale.

J. GUERRAND. — Les prestations
supp émentaires de la séeurits co-
ciale. .

G. LEVASSEUR. — Chronigue de ju-
risprudence en matiére de seécurite
sociale. )

Jurisprudence récente en matiére de
sécurité sociale.

Bibliographie.

ECONOMICA

33rd Year :

PAUL A. SAMUELSON. — Consump-
tion Theorems in Terms of
Overcompensat'on rather than
Indiffero-ncz Comparis:-ns.

L. L. MTNKES. — The Decline of
Pawnbroking.

EDWARD NEVIN. — The Origins of
Chean Money, 1931-32

A. P. ZENTLER & DOROTHY RYDE.
— A mathematical Model for Cost

Vol. XX, N° 77—LONDON, February, 1953.

Analyses of Finished Products.

R. S. FITTON. — Overseas Trade
During the Napoleonic Wars, as
Tllustrated by the Records of W. G.
& J. Strutt.

S. G. CHECKLAND. — The Pres-
criptions of the Classical Econo-
mists.

Book Reviews.

Books Received.
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ETUDES ET CONJONCTURE

7= Année, N° 6 — PARIS, Novembre-Décembre, 1932,

La Situation Economique des Etats-Unis au moment des e€lections Prggi.

dentielles.

Quelques Aspects de la Situation Economique au Canada.

INTERNATIONAL CONCILIATION

N° 487--NEW YORK—]January, 1953.

HEATHER JOAN HARVEY.
of Cooperation.

— The British Commonwealth.

A Pattery

THE JOURNAL OF POLITICAL ECONOMY

Volume

MILTON FRIEDMAN & L._ J SAVA-
GE. — The Expected-Utility _HYPO-
thesis and the Measurakility of
Utility.

G. HEBERTON EVANS, J :
Sketch of American Business Or-
ganization, 1832-1800.

E. J. MISHAN. — Toward a General
Theory of Price, Income and Money.

Jr. — A

IX—N* 6—CHICAGO, December 1952

JAMES E. JENSEN, —
penditures and I\.‘i[edica[;del()jiCIM
Plans.

JOHN G. GURLEY.
for Full Employment,

A. D. SCOTT. — Fe
Resoures Auocauoﬁ_m“ Grangg ang

JAMES M. BUCHANAN

Book Reviews. .

Books Received.

Ex-
eductigy,

Fisca] Politi,.

—_ A REDly

THE MIDDLE EAST JOURNAL

Vol. 7, N° 1 —WASHINGTON—WinLer 1953,

GEORGE BRITT. — Lebanon’s Popu-
lar Revolution.

DUNCAN CAMERON CUMMING. —
The Disposal of Eritrea.

HOWARD A. REED. — A New Force
at Work in Democratic Turkey.
ROM LANDAU. — Morocean Profiles:

A Nationalist View.

Developments of
ment and C?u'og;?ogguarter*folm

Documents. '

Economic Review.

Book Reviews.

Bibliography of Periodicg

List of Periodicalg Re
veyed.

1 Lit'e’-'abure_
sularly  gyy-

THE QUARTERLY JOURNAL OF ECONOMj|Cs
Vol. LXVII, N* [--MASSACHUSETTS, February, 1953

EDWARD H. CHAMBERLIN. — The
Product as an Economic Variable.

R. S. SAYERS. — Ricardo’s Views cn
Monetary Questions.

DWIGHT E. ROBINSON. — Eco-
nomics and “The Possibility of

Civilization” : Four Judgementg
HOLLIS B. CHENERY :
L s . — T
cation of Investment Critelt-liz “Ahgil.

W. RUPERT MACLAURIN
Sequence From Invention to nmcj
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vation and its Relation to Economic
Growth.

EDWARD A. CARLIN. — Intangible
Property as a Tool for Aralyzing
the Relationships bztween Govern-
ment and Private Enterprise.
Notes and Discussions :

The Economic Issues of Compulsory
Health Insurance.

RITA RICARDO CAMPBELL & W.
GLENN CAMPBELL. — Reply.

The DMultiplier, Flexible Exchanges.
and International Equilibrium.

WILLIAM H. WHITE. — Comment.
W. F. STOLPER. — Reply.
Recent Publications.

REVUE INTERNATIONALE DE DROIT COMPARE

A" Annde, N° 4

L. — Doectrine.

LOUIS MILLIOT, — L'idée de la loi
dans 1'Islam.

PAUL ESMEIN. — L'idée d'accepta-
tion des risques en matiére de res-
ponsabilité civile.

II. — Etudes — Variétés —
Drecuments.

DENIS LEVY. — Une méthode d'étu-
de du Droit comparé.

JAMES OLIVER MURDOCK. — Leg
Droit frangais comme basz d'étude
du Droit comparé dans les Ecoles
de Droit américaines.

ZYGMUNT JEDRYKA. — La récente
réforme constitutionnelle en Polo-
gne.

L. — Actualités et Informations.

A, TUNC. — Les pouvoirs du Prési-
dent des Etats-Unis et l'arrét de la
Cour Supréme relatif & la saisie des
acidries.

Comité International de Droit Com-
paré.

‘The American Journal of Comparative
Law,

PARIS, Octobre-1Xcembre, 1952,

Centre de Droit Comparé de 1'Univer-
sité de Toronto.

L'Instiut de Droit Comparé de 1'Uni-
versité de Paris et les €tudiants
étrangers.

La réunion de I'Institut International
des Sciences administratives.

Le prochain Congreés International
des sciences administratives (Cons-
tantinople, Septembre 19533).

IV. — Bulletin de la Société de
Législation Comparée.

Nécrologie : René Roger.

Troisizme journée de Droit franco-
latino-américaine (suite).

B. — L’aveu dans la procédure pénale:
10) Rapport de M. Carlos Fontan

Balestra. ]
20) Rapport de M. Alfredo Molina-
rio, )
39) Rapport de M. Frangols Gor-
phe.

4¢) Rapport de M. Robert Vouin.
50) Rapport de M. Christo P. Yotis.

Bibliographie. )
Table des Matieres.
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STATISTICAL TABLES

PEPPPIPR- PO S B I

BUDGETARY REVENUE AND EXPENDITURE
FINAL ACCOUNTS.

AT, 000's) (ot BYL)
e + i
FINANCIAL st "“r’""j | = it s X il i
YEAR (1) REVENUE g?’fplfl;E SURPLUS + M %
DEFICIT —
1938 —1939] 44207 [ 47889 [ — 3682 |vava—\ava
1939 —1940] 46080 | 48639 | "— 2359 |V4&+—=1ava
1900 — 1941 43677 | 42539 | - 1118 [VaEy—2ase
1941 - 1942] 56336 | 46062 | - 10274 [VAEY —\48)
1942—19431 67141 56553 - 10588 [ VALV —Agy
1943—1911| 77774 71938 | - 5836 [VAfE—nagy
1944 —1943] 87731 82097 | - 5634 |Vite—Vags
1945 —1946 103500 | 93304 | - 8196 |VAE—NAde
1946 — 1947 112793 | 102491 4 10302 |VAEV—AER
1947 - 1948 101496 | 94348 | - pya8 [VAEA—YARY
1948--1949] 170476 | 157695 | - 12781 [VAER VLA
1949 — 19501 173593 | 163809 - 27784 [ Vaes —hada
1950 —1051( 101805 | 190184 | - 1621 [Y4eV—)der
1953 (2) :March/June 63921 60819 4 3102 | sdsfomila 0 (V) AR00
1051/1952 : July/Sept. 41228 29394 - 11834 | o/ 1 VAT /VA0)

(1) From 1st May to 30th April

until 1946-1947.

rom 15t May

February for 1947-

Irom  1st. March
February until 1950-1951.

to  29th
1948.
to 28th

changed thereafter to

July.

Date

1st

«(2) Fecur months' budget owing
0 change of financial year.
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PURCHASING MEDIA (1

(1) Figures for 17 banks including
National Bank of Egypt.
Ineluding currenh Ajes.. time
deposits and savings,

A reduction estimated at 10°
of the Cwrrent A/cs. has been
made to allow for that amount
of till moncy which is maint-
ained by  the commmercial
hanks.

Including banknotes of N.B.E.
and cwrency notes. A reduc-
tion is made for the amount
of banknotes cireulating in
the Sudan,

(2)

;;..

A reduction is made for melal
money in ewrculation in the
Sudan.

(IL.E. 000's) (olgadl BY L
el = A ~p<s
& T i3 - o=
56| vy | 72 5 8
528 4 2 = e B S
~ = = = R
END OF |5 1 O | 3.9 J, J—T L AT 1 3
. o~ -~ T = i e e,
£ g o il = = 1D
T o=ET| &d s . 8-
% 1 T2 - &=
m|m oy = I S Rt
December 1939 33320 26915 4977 85142 100 PAYY e
2 1940 62302 38300 3981 | 106386 125 |\ase 3
® 1941 89183 51970 5040 | 116193 172 VN »
” 1942 1 116057 78700 G142 | 200899 235 [VAsY 3
» 1943 | 198481 100824 5628 | 304933 357 [VasY 3
v 1944 1 237914 | 121511 3663 | 385088 451 Vgl >
# 1945 | 291055 | 146899 6102 | 117056 523 pige o
” 1946 | 293827 | 144329 6027 | 411185 520 Y3
1 1947 | 287893 | 144683 6098 | 438674 5153 [pasv e
i 1948 | 273432 | 164138 59300 | 443800 519 [YALA a
1949 | 286612 | 173923 6OLY | 466549 316 19€A
& 1950 | 2759:8 | 189395 6033 | 471376 352 |140- g
- 1951 | 244355 | 204726 5600 | 454631 532 |vaey »
NMarch 1932 | 933338 | 201228 6326 | 144092 320 [140Y s
June 210111 | 187138 0358 | 403607 472 3 b
September 190876 187322 0353 | 393530 461 » R
December 206333 — — — — B A
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INDEX NUMBER OF WHOLESAILIE PRICES
(June - August 1939 = 100)

The wholesale price index published by the Stati.stlca[ De-
partment, Ministry of Finance and ISconomy, covers §8 items sub-
divided into =78 varieties for which 383 quotations are collected
weekly. Monthly prices are averages of the weekly prices.

The number of price quotations per ilem were deter{nme.d
s0 as to give the index implicit weighting so that each article 18
weighted according to its relative importance in the markets.
The syslem of weighling adopted is that of the indirect method,
in which the prices of an article are repeated in different stages
ol its production, and by its grades hence the weekly quotations
amount to 581,

The articles selected comprise practically the main staple
commodities used in the country, either produced or imported
which include raw materials, semi finished and consumers goods.

The items ave classified by groups. The classification is in
accordance with the nature of the commodities, thus the 88 items
are divided into 15 groups, six of which represent foodstuffs, and
the remaining nine cover the other principal commodities.  Each
group has its index in which the items are also indirectly weighted.
The weighted geometric average of the relatives is taken for each

g
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EGYPTIAN COTTON STATISTICS

CULTIVATED AREA, YIELD PER FEDDAN,
STOCE, CROP, CONSUMPTION AND EXPORTS

3 - ; =3 | 1 - ¥

Jaq|d B -53.53:,\ Tﬂ st f e | D

- BMo _’} s |9 g9 N el B} ;] ] =

. <9 “HE| 2 .81 8 78 S

) o) ;‘,Q; .p-mﬁ:')ao - ©| 508 ﬁgg

9 = T RN I nl|l>gEn | >

YEARS (1) >e2 133‘:’,’33%:: ZEE |TEE |58

250 |2 Bz |13 E|-EE |§ 28|V EE

2580 137551 V85|13 %= 13 8| s 85
|} = 3 {; L) —i: 42] = IR

152 |9 a =0 -Ii; Ul =gc0 &)

20 alv BT T|£8% |}k =
1937-1938 1978 3.6 37 11009 511 8914
1938-1939 1784 4.7 1970 8340 570 S484
1939-1940 1625 3.4 1010 8692 633 004
19401941 1685 54 1560 a3 i3 4118
1041.1942 1644 5.1 3757 8374 §43 4608
1942-1943 706 5.9 8678 4233 S91 2070
1943-1044 713 3.0 9808 3369 876 3610
1944.1945 853 54 88492 4640 1060 4298
1045- 1944 482 53 8237 3241 172 4413
1946-1947 1212 3.0 7824 506G IR (955
1947 - 1948 1254 3.1 3880 (370 s i PAIES
1948-1949 1441 6.2 3256 8900 1444 7883
19491950 1692 5.1 2226 8704 1280 8848
1950-1951 1975 4.2 911 8500 1335 (04260
1051-1052 1972 3.9 1648 7054 1301 1427

1932-1053 1967 48 | 2170 0131 | 886 ()1 2810 (2)
{1y Cotion season begins on 1st Sep- s Job ga GREN e T4 (V)

tember and ends on 31st August. ool ST G ey
(2) Up to the week ending 1st April ) Eae¥ QLA WM (Y )

1853, ©oNAeY i boat Jut
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BALANCE OF TRADE (1)

(Value in L.E. 000's) ( ol OYL Ll )

& bl

ol atlailal (=) <ol

22101 ey (+) cielah

YEARS o) M :
'IMPORTS| Exrorts |[EXCESS OF I |
(1) (2) |IMPORTS —
EXPORTS +
1938 36954 30125 — 6829 A4YA

1939 34091 2832 -+ T4 ARA ST
1940 31378 28320 — 3038 ¥age

1941 33127 22641 — 105316 AR T
1942 33512 19285 — 36227 VALY
1943 3°196 26374 — 12617 VALY
1944 51007 30001 — 21006 Vagt
14945 60476 45159 — 15317 "qso
19406 $3248 58993 — 14255 AL $ar
1947 102464 89863 — 12601 Aagy
1948 172877 143101 — 29776 \AEA
1949 178230 138002 — 40228 YAEA
1950 | 212682 | 175428 — 37254 ARCE
1951 241077 203080 — 38807 ACTEA
1952 216557 145110 — 71441 IRE-A 1
(1) Excluding the value of imports of S W e ols )l ety (V)
moeneLary gold. FORESL]
(2)  Including produce and manufac- :JL.-A-” cinle e oW (T

tues of Egypt and exporis LoVl 4abgh
ports,
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Source : Adapted from «Monthly Bulletin of Statistics — Statistical
Office of the United Nations», Vol. VI No. 8, August 1952 (Special
tables).

(1) In general, the data relate to merchandise, inclusive of silver in
all forms, but exclusive of gold specie and bullion and issued paper currency.

(2) Conversion into U.S. dollars being made at current exchange rates
supplied by the International monetary fund.
(3) With certain exceptions, imports are valued ci.f. and exports f.o.b.

(4) G: General trade, i.e., imports directly for consumption plus im-
ports into warehouse, exports of national produce plus all re-exports,

S: Special trade, ie., imports directly for consumptlon plus imports
ex-warehouse : exports of national produce plus nationalised re-exports only,

Si: Semi-special trade, retained imports (or general imports minus all
re-exports), exports of national produce (or general exports minus all re-
exports).

(5) Excluding trade with the Sudan. (6) Excluding silver. (7) Imports
reported f.o.b., adjusted to arbitrary cif. (f.o.b, plus 10 per cent): (8)
Incl_uding gold. (9) Including UNRRA. (10) Including foreign aid. (11) In-
clud_mg Newfoundland from April 1949. (12) Excludes direct foreign trade of
nglstan from August 1947. Trade between India and Pakistan excluded
prior to 1 March 1948, (13) Including trade between Japan. Korea and
Formosa.



= ol () B (W) s qoRIRY (11 “Avquiog (011 “1aquadd-Sur (61 suvd ()

rie (o) FER (L) refp (A) IRFEFTED enp (V) A0 (V) fiuo suradoan® (1) “QUBIST () Tmoasag (¢ pEpUiNg

il ey O o ey ey 1Y TH T L ) I e (3) (}) comBp (g saany Apuotn 1661 Fupuiiad 'SIATIANE

HEPa™ 3AL T AL O ) ReaTeT T AT ALY T ey ATIWAX OGBT-LERT (Z) THI-pET ddd "HEAT WAIPIV ‘& ON 'IIA

IMA s Imern g 1PN sress o 0T ey Aeh) A €SUOTIRN PRIIUN WY JO 92O [BOTISNS SINSNTIS
() e : oo 5D e gEele I R e T o IR 1o unamg Siuorg v wody pammpoadar oaanes (1)

Ll Aevd |UIT ozl | — | — et o1 [— [ — [l | — — |01 : — |01 (Enl  Awnunp

i 3 ur lpzr leor [err Rar Jeor forr o1 fepr | (it DU 6 I8 (<OI o aquIasd

il st & tr jozr [por fsrn fs@r o fsor fortr [or  ferr per o 01T 01 (16 RS 0t W ASUUIIAON

{ere s trr ozt |or |ptr o fser |sor v for ekl Pl (P11 |00 iR (€S 01 7 1aG07190)

e aevy 11 fozr [or et per  [eor prr fior [wr |peT 60T f56 o las i | egel wouewdag
vy fsor [str [ for [t fzor forn o joer preo o1 e o S erlo fl1Gal

cowv oot 201 fse  [gor por |6 foor [so  fier [sor frOU e ds o f1Go [DD ) DSOL
wiv\ [5o  [vO1 | — ot for |6 ROL [ |str |01 jorr 0L fen 00100 ool
viv\ |por [por [oor oot foor |00l foor (oot |00l 0ot [0r (0T jool czl  [notL shol
PR [ CT B — leo o L6 e | — — o por ls omor i o Lbo1
Livy (18 [38 — |8 |p8 0 [5G = — |16 56 no Al leor  feot 0¥61
o3v\ 6L [LL — 3L L8 |86 b — | — s [gor o1 ezt [sO1  [rO1 | S¥OL
vy (10 oL — ¢ L lBL e |— = gL pr VT : — b 1ol
ALy [36 [su —leg v [0 gz |- |— [go9 |sg¢ pPr e |l € 6EOT
AAWL [0 |59 Sl L I o b1 | = gL e e Jel — — e LEOI

a e w o,

=" - c o W M _m - T

mma H\m),m.% 2 oz ~|EZ|[2eb = nm_) =~ | 3

&= 4 HZ|G2 |2 LBl gsEle~|ag 2 2 | Bl

SEIElac ey ol SR =g b mnpﬂ}cmwwm » oS

sﬁ.vnv_thmm,ﬁ EEEs |87 EL|gx]|c af_.. 33

Zg|o Mﬁnnﬁl Cilr=ZE WP | Sw B2 |2 LB LG

el 2 ~ e g 5 g [ T i - = Z

= =t g8 |® - g - =

! (o LA IR 21 TR R 00l = 8F¢T @ WVAX Asvd

__x.._L i ey 0 @ (2) (1) ONIATT A0 IS00 J0 TFININ XHANI



antoall ’J"L‘J‘ p§:"
(Vo = VA% L pubandi o 55 9)

s1tatl g sleas¥) dxlizs oueal d.l]l_ Lol Lu_J LV | g |
Ttld Thaeal) LN G LoyKhl ibge oWl Lty TEW SBsadl fon ol
Y e sl ST sie il Gl b et et VACAY Gu b ldss st 2N S
o DY) G e el 2555 3131 e el ot

R R g e JK el 550 & N | l:wu_?;_)i ¢L&T,_~=ll r..\._...si_,
auA Gl Slsadlls ¥ O WYL Sl V1 Sl S0 Oslally 20y Al 2.
Vs wiaslally 150 Lol Sl aals VLY il

s wdd) Seladlls 2501y A5 SAL el JY eed P2 PO e
el ol sty Yadty WL M) B S5 I i .3-1_...1] el
o el T ) iy AL Silezly

docoatly Jlazel saall Gl e lio TV 2ae a2l -2 ST PR | I PO { P
o e Slad a3 e iy Blio¥l edgd Lmeddh Sl gl

e S T SR s B ) e SBlae¥) Sl o A AU ceeas 45,
B B e P Jsb FLI) Gy Dy ‘,L..._—.J sy
celall Jab sl e 00T Gleel) ede Sl S Lal oo WS GlLweYl o2

J;ql_‘.,-“j.a..:..u_

Tl clsadl W= 2Ly sl ) LSl el O sluW B3 eas s

< Lam gt Bl iYW pledY e 2T O L SE 5,V Sl el

INDEX NUMBER OF COST OF LIVING
(June - August 1939 =100)

The cost of living index number published by the Slalistical
Department, Minislry of Finance and Economy, is based on the
primeiple of the family budget of expenditure. The families taken
into account are lhose of the lower middle class with a monthly
income of L.I. 12-18 and with 6.3 members on average (or 5 con-
sumption units).

Main expellditlll'e groups and the '\V(}ighﬁ, g]\'eﬂ to each
group (in percentage) are

Food, fuel and soap 43. Rent (including direct and zeneral
taxes on the permises) 16, Fares 3, Pelty expenses 5.8, Glothing
16,7, School fees 6,5 and Sundry expenses 7,

Computation : in the group of food, fuel and soap, the ag-
gregate expenditure of the principal articles of consumption
\yeighted by the quaniilies necessary for the monthly ‘consump-
iton of the commodities therein of the said family is taken and
related to that of the base period. For clothing the arithmetic
mean of price relalives is used, -

The choice of commodities in the foodstuffs and clothing
groups has been made so as to ensure uniformity all the ycar
round, in order that the index may not be affecled by the seasonal
appearance or disappearance of certain items.
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(1' Sowrce: reproduced from « Monthly Bulletin
1953, pp. 1-5.

office of the Uniled Nations» Vol 7. No. #, March
(2)  Mid year present in area population.
(1) The figures represent unless otherwise indicated. estimates ol the
total population present in the area medified Lo include armed forces
stationed outside the country, and to exclude armed forces of alien powers
present in the country. Thus. aborigines and nomadic peoples, displaced
persons and refugees are included in the estimates. Excent where
otherwise indicated the estimates vefer to total present territory of the
country.

Date of the Ilatest available census and the total figures «in
thousands) for every country are as follows:—

41 26-27 March 1947 ... 19088 (3) 22 October 1950... ... 20935
() 25 Feb. 1948.. ... ... 7478 (7) 7 May 1946 ... ... .. 11418
8y Ist Mareh 1951 ... ... 336892 19y 1st Qeclober 1950 ... 83200
‘100 31 December 1950 ... 8512 i11) 149 March 1946 ... ... 19830
t12) 29 October 194G... ... 63151 (137 4 November 1951 ... 47021
{14y 31 December 1950 ... 7047 t15)  1st December 1850 ... 4715
(16)  1st June 1651 ... ... 13893 (177 1st Apil 1950 ... .. 150697
(I18)  1st July 1950 ... ... 52645 (19 30 June 1947... ... .. TATY
(200 17 April 1951... ... ... 1940

(21) Estimates obtained by averaging population at beginning and end
of each year. (221 1937-1946 total territory pre-partition India: beginning
1047 post partition India. 1949 mid-year estimates for Pakistan is 74.436,942
(253) 1st October estimate for the four principal islands. 24y 1937-1943,
territory of 1947 1946 population enumerated in four zones including
Berlin 11939 enumerated for correspondinig arca was 58,610,600) 1 beginnins
1947, Western Germany only.
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