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business and not, as a rule to vie with one another for greater relative
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later to have. Business is not a race or a game to acquire more goods
and services than others have, on the average, acquired.
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Maintenance of Real Capital
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Maintenance of real capital, a refinement over the other methods,
assures preservation of invested purchasing-power possibilities and
means that the capital of the enterprise can continue to possess its
initial, original degree of influence over the whole economic system.
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*“ Without adjustment of the figures the income statemeni suffers
from price-level changes by the lack of comparability of the account-
ing figures, from the failure of depreciation and similar costs to reflect
the current price level and therefore to be comparable with the current
revenue figures and from the resulting diminished significance of the
reported net income. The Balance-sheet also suffers from lack of
comparability of the various items ”.
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The council cannot emphasise too strongly that the significance of
accounts prepared on the basis of historical cost is subject to limita-
tions, not the least of which is that the monetary unit in which the
accounts are prepared is not a stable unit of measurement. In
consequence, the results shown by accounts prepared on the basis of
historical cost are not a measure of increase or decrease in wealth in
terms of purchasing power, nor do the results necessarily represent

the amount which can prudently be regarded as available for distribu-
tion, having regard to the financial requirements of the business ”.
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“ General tendency of the dollar to vary in value or significance
as to its purchasing power or command over services and commodities
can be eliminated by the application of general price-level index to
the results obtained by conventional accounting methods.
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“The effects of price level changes should be disclosed as a
supplement to the conventional statements. In the suplementary data,
all elements of the financial statements (e.g., balance-sheet, income
statement, analysis of retained earnings) should be restated by means
of a single index of the general price level as of the balance-sheet date
so that all the financial data will be expressed in terms of dollars of
the same purchasing power.”
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A Tentative Set of Broad Accounting Principles For Business
Enterprises
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It is to be noted that the re-payment of external debts is not
included, yet Germany mentions it frequently as something that she
had nothing to do with.

12.  Britain and France want to see the D.M. revalued and
Germany wants Sterling and the Franc devalued. Germany thinks
that revaluation means fewer exports and more imports.

13. Resemblances between German and Libyan surpluses :

a) Increase, mainly, of exports.

b) A past deficit and a present surplus.

c¢) Increase of gold and foreign currencies.
d) Fight against inflation,

e) Increase of National Income.

f) A free economy.

14. Libyan exports increased from LE. 49 m. in 1962 to L.F.
417.3 m. in 1967 mainly because of Petrolenm. Libyan imports too,
were more then 27 times what they were. The Libyan trade balance
has been favourable since 1963. The surplus was over L.E. 34 m.
in 1963 and reached more than LE, 248 m. in 1967. The bigzest
importer of Libyan petrol has been Germany since 1964. The Libyan
B. of P’s has shown a substantial surplus since 1965 and Libya is
taking advantage of that surplus and financing its development
projects,

15.  The Libyan Ceniral Bank (B, of Libya) had no gold reserve
in 1962 but has now over L.E. 15.5 m. Libyan banknotes are covered
by 24% gold, the rest by strong foreign currencies. The Libyan pound
is increasing steadily in value and was not devalued with Sterling
because its gold cover did not change (Petrol exports increased from

L.E. 280 m. in 1965 to L.E. 415 m. in 1967).

16. Libya is fighting inflation also through monetary and fiscal
policies. If the German surplus is considered a problem for Germany
and her neighbours, the Libyan surplus is a blessing for her and for
her neighbours too.
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production is increasing (with less increase in prices and expansion
of comsumption).

3. Reasons for the expansion of German economy :

a) Fear of inflation.

b) Built-in checks against inflation such as the propensity to
save.

c) Tendency of workers not to strike. The National Income rose
from 75.2 B.M. in 1950 to 361.5 in 1967 and the average
income from 1602 mark to 6040.

G.N.P. increased because of :

a) Very slow increase in population,
b) Expansion of investment.

¢) Technological progress.

9, Germany is reducing the surplus problem by :

a) Increase of imports and decrease of exports by 4%.

b) Exportation of capital, yet rumours usually bring a big inflow
of capital into Germany.

¢) Abolition of interest on non-residents’ money.  Nevertheless,
Western Countries ask for rigorous steps such as :

a) Increased local consumption and imports.

b) Revaluation of the D.M.

¢) Increase of capital exports.

10. Germany followed two policies in order to solve the surplus
problem : Principally the monetary policy, through Bank Rate changes
and open market operations. The secondary policy is the fiscal one
.and is used as an anti-eyclical and structural programme.

11. Germany’s aims are :

a) Stability of the monetary unit.
¢) Sufficient growth rate without inflation.
d) A balanced B. of P’s.

) Distribution of income according to production.
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policies and introduce exchange control, apart from sheltering in the
I.M.F. Sterling and the D.M. created instability in Europe to the same
extent as the Dollar and Sterling created it for the world. In 1957,
people thought the D.M. was going to be revalued. They sold Sterling
and brought D.M.s. The same thing happened in 1961. However,
Germany is always frightened of inflation which may come as a
result of increased gold and foreign currencies.

5. Germany followed a free economy, though it is called * Social
Market Germany”, built on :

a) Insurance against disease, unemployment, etc.

b) Free competition which determines income distribution and
efficiency, guides factors of production to the most produc-
tive employments and assists technology.

6. 50% of the surplus came from trade with neighbours. Prices
of German exports and also cost of living are comparatively low.
Moreover, the Germans have a will to survive, work well together,
do not strike, save about 20% for investment. They are technically
advanced and honour short delivery dates.

7. Some British economists thought the German surplus would
be a short-lived phase, because (a) German production and income were
increasing, therefore imports would increase. (b) Local increase of
demand would absorb some goods intended for export. Yet Germany
proves that imports increase continuonsly, so does local consumption
and exports,

According to the German view, unemployment is reviewed through
the number of vacancies, a factor which had been in her favour since
1950 until now. Again, she says, the cost of living increased by
145.2% between 1950-1967 but the real wages increased by 249%.
Germany believes, unlike Britain, that exports are not achieved at the
expense of local consumption and that countries which increased exports
have the highest rate of growth, a fact which stops inflation so long as
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On 20th June 1948, Germany introduced the * Deutsche mark ”
through currency reform and 93.5 of Germany’s money was saved.
All restrictions imposed on production and distribution were cancelled
and Germany’s trade was increased but the deficit was still there.
Unfortunately, the deficit was increased again because :

A) Prices of raw materials rose during the Korean War and
Germany had to buy at higher prices.

B) Germany’s share in the E.P.U. diminished and the U.S.A.
reduced its help.

C) Germany imported from Europe for cash and exported on
credit,

D. Rumours about re-valuation of Sterling caused a large amount
of German Capital to leave the country.

Then E.P.U. appointed two international experts to study the
German problem. They suggested a restricted monetary and financial
policy and restricted Government investments ; Germany carried
out the proposals. E.P.U., satisfied, extended another Loan of 120 m.
dollars.  Little improvement was made and the E.P.U., discontented
and dissatisfied, appointed three other experts who supervised and
reduced Germany’s imports. By March 1951, the surplus appeared
and Germany paid its debts to E.P.U. In fact, E.P.U. owed Germany
4581 m. dollars by 1958. The surplus continued mainly from the
increase of exports, and the Deutsche Mark gained full convertability
during the same year. People then talked about the “German Miracle”.

3. Both exports and imports increased substantially.  The
2204 B. Mark deficit of 1950 became a surplus in 1957 and 1958
reaching 1030 and 413 B. marks consecutively. Foreign currency
reserves were augmented and gold increased from nothing in 1950 to

12.5 B. marks in 1960.

4. The mere existence of the surplus is a problem. Germany’s
neighbours has become anxious and are obliged to follow restrictive
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ABSTRACTS

The following abstracts are short synopses of articles appearing in the Arabie
part of the Review. They are summarived here for the benefit of those who cannot
read Arabic. In a like manner, each major English or French article is presented
as a short résumé in the Arabic section.

THE SURPLUS OF THE GERMAN BALANCE OF PAYMENTS
WITH REFERENCE TO THE LIBYAN SURPLUS

By : A. M. EL-BEIH
Summary

1. By the end of the 2nd Weorld War, Western Germany found
itself in a desperate economic situation : 20% of its dwellings had
been rendered uninhabitable, most of its industry and communications
had been destroyed and even neccessary food was scarce. Reconstruc-
tion became a necessity, but there were no savings and the “Reichsmark”
was absolutely valueless and barter was the method of exchange.
Banknotes to a nominal value of 6400 million Reichsmarks were
issued in 1935 compared with 72,500 millions in 1945.

2. Through the Marshall Plan the U.S.A. lent Germany 20.5
Billion Marks between 1948-52 to be paid over 10 to 12 years. Europe
started to produce for peace and European payments took place on
“Bilateral Agreements”, the number of which reached 200 in 1950.

Germany faced a deficit in its balance of payments. The
European Payments Union (E. P. U.) was formed with American
influence, reducing the Enropean mneed for dollars.  E.P.U. stored

European currencies and paid the deficits on behalf of its members,
a fact which benefited Germany.
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Methods and quantitative Planning T echniques,
Petroleumn Economics.

Problems of Agricultural Development.

Stages of Industrial Development,

Monetary and Fiscal Policies.

.

IR

The Role of Regional and International Trade in Economic
Development.

Demography and Manpower.

Town and Country Planning,

Investment in Public Services and Utilities,

10. Social and Institutional factors in Economic Development.

L ;L

In order to facilitate the task of those interested in the study of
Libyan Economic Development, the Research Center will provide, at
request, any available data and information concerning economic
activities in Libya,

Languages :

The lectures, seminars and discussion groups will be presented
in Arabic or English. Each symposium member will b receiving a
typewritten translation of the respective papers beforehand, and there
will also be spontaneous translation to assist in discussion and
comprehension.  Papers written in either Italian or French are also
accepted.

Travel and Accomodaticn :

The University of Libya will provide all expenses for travel and
accomodation throughout the conference period for members invited
from abroad. The university will also cater for local transport.

Excursion :

On the last day of the Symposium, April 2nd. 1970, all members
taking part will be invited to visit one of the important economic
projects in Libya. There will also be a sightseeing tour of some places
of interest.
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SYMPOSIUM ON
ECONOMIC DEVELOPMENT IN LIBYA

The Economics and Business Research Center of the Faculty of
Economics and Commerce, University of Libya, is organising a
symposium to study the various aspects of the Economic Development
in Libya. The symposium aims at the diffusion of scientific research
into practical application by means of discussion and the exchange of
views between experts and specialists interested in the processes of
Economic Development at all structural levels.  Through discussing
the economic problems, and in order to arrive at a model of development
compatible with the country’s needs and resources. The symposium
aims, in particular, at benefitting from the experience of both advanced
and other developing countries in this respect.

Date and Place :

The Symposium will be held during the period between the 28th.
of March and the 2nd. of April 1970, at the University Premises in
Benghazi,

Participants :

Taking part in the Symposium are a number of experts who are
at present working in Libya in the field of Economic Development, also
experts from universities or scientific institutions abroad, together
with a number of representatives of United Nations® Agencies speciali-

zed in this field.
Topics for Discussion :

The Symposium will discuss and study a number of papers dealing
with Economic Development in the form of theoretical analysis and
applied studies in Libya and in other developing countries within
the following general framework :
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of the stigma that may be attached to such action 21. They, therefore,
prefer to sell trees, but retain ownership of the land. Such an action
does, however, enlarge the area of potential disputes and quarrels.
which in this case may arise over the pasturing of animals, the digging
of canals and so on.

The fact that the selling of land is viewed as a serious matter does
not mean that it is rare. One only needs to look at the distribution of
land ownership among the households of the same “aild’ (kinship
group), to realise that such wide differences between them can only be
accounted for by the fact of buying and selling. In some “ailat”, for
example, some households owned over a 100 hectares of land, and over
600 olive trees, while others were propertyless. Similar wide variations
can be found in very shallow “ailat”, where some households had only
a few olive trees, while others had an ownership of several hundred.
Further, some of the recent immigrants (of 3 or so generations) to
some of the villages are now large landowners.

Contemporary rural-urban migration in the area, must therefore
be examined in relation to the exisiing peasantland relationship out-
lined above. It must also be viewed within the context of recent
changes that have occurred at the social level ; that is the extension
of market relations into the rural countryside, increased job opportu-
nities outside the area, the expansion in secular education and the
increased exposure of the rural individual to the mass media (especially
the radio). It is such factors that have increased the orientation of the
villager to the city, and, therefore, must be taken inio consideration
‘when explaining the higher rate of rural-to-urhan migration in the area,
and possibly elsewhere in the country 22,

(21) Such an action is sometimes denigrated as ’selling for the sake of one’s
belly”, that is, to satisfy immediate needs.

{22) The five villages surveyed, lost, since the end of the Second World War, over
a third (or 37%) of their adult males ; that is, 129 adult males out of a
possible total of 348, have left their villages to work and live-together with
wives and children — in the cities and towns of Libya. Most of them
emigrated to Tripoli (72%) or to Benghazi (18%).
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belonging to a different owner, and rain-fed canals dug to carry water
to olive trees can easily be re-routed and so on. Thus, disputes
between individuals are constantly erupting.

Since agriculture in the area depends on rain, and since rainfall
is irregular, and climatic conditions unpredictable, farming becomes
infused with tension and a continual source of anxiety. Further, since
the peasant has come to be part of a national and international economic
system, his bargaining position has become limited, since the prices at
which he can buy and sell products are now determined by national and
jnternational factors, which he can neither predict nor control. Many
farmers complained of the low prices at which they have to sell their
produce, at the same time when the cost of living is increasing rapidly,
higher wages are being demanded by agricultural workers and imports
of agricultural products from abroad are rising annually. All this has
induced a general feeling that farming is no longer a viable source of

livelihood.

The difficulties of farming are further increased by the phenome-
non of the fragmentation of landholding into serveral parcles. In 1960,
Tripolitania had an average of 9 parcels of land per holding, and in
Msellata an average of seven 2°. It is not uncommon to find the land
of a farmer wih 15 or so hectares, dispersed over 20 parcels of various
* sizes and locations. This is basically due to the Islamic system of
inheritance, where every brother inherits an equal (in area and
quality) share of land, and this is basically why brothers are hesitant
to divide their land inheritance. For with each division, the difficulties
of farming and of the workability of land increase, and the value
of the land decreases. Further, the phenomenon, found in Mesellata and
elsewhere in Tripolitania, of the separation of ownership of some olive
trees from the land, does not reduce the problems and difficulties of
farming. Landowners are traditionally reluctant to sell land because

(20) 1960 Census of Agriculture. Tripoli, Ministry of Agriculture. 1962. p. 5 and 7.
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boredom and dissatisfaction with rural life.  Traditional leisure
activities are confined to seeking the companionship of other men,
usually over a drink of tea or coffee in the guest room, or in the local
shop. After the cereal and olive harvests, there is little to do in the
long months of the summer, but to seek the company of other men.
There have been persistent attempts — since 1963 — hy the younger
and educated men, to establish a Youth Club in the area. This was
established early in 1968 in Qusbat and had a membership of about
350 individuals by mid-summer of the same year. Such an undertaking
can be seen as an attempt to establish a new pattern of leisure activities,
more suited to modern occupations and the urban-orientation of an

increasing number of individuals.

Only two — both are farmers — of the 32 individuals asked
mentioned farming as a desirable occupation. However, the farming
they desired was not the traditional farming they know. What they
wanted was mechanized and irrigated farming where vegetables
— among other things — can be grown for a wide market. In short,
they wanted to be professional farmers. The reasons for this general
Jack of attachment to traditional farming (flahe) are complex, and some
of these have already been indicated. The Quran, unlike the Bible,
never dwells on the peasant. Manual work has traditionally — in Arab
culture as a whole — been viewed with disdain, and has been accorded
low status. Secular education has tended to accentuate this outlook.
Individuals with no more than elementary education, have come to feel
that manual, and especially agricultural, work is demeaning,

More important, perhaps, than the above, is the fact that land
remains a major source of problems and anxiety for the individual
fellah. A visit to the civil court dealing with the area would show
some of the various problems that land brings to its owner and
cultivator. In a large number of cases land ownership remains
unregistered. This, together with the lack of clear houndaries between
plots of land, is one major source of problems between villagers.
Further, animals of one individual can attack crops or pasture on land
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Farmers are usually famiiar with trading activities. A number of
them are engaged also in trade or shopkeeping. Further, as farmers they
may have to sell part of their produce to merchants, and have, there-
fore, some familiarity with market activities. = Moreover, the shop-
keeper, like the fellah, is a full member of the village community, and
as such they interact frequently. The village shop (dukan), or shops,
play an important part in the village’s social life.  The shop is not
merely an agency for the transfer of goods. It is the place where
villagers meet in their leisure to talk and drink tea, which is usually
made and sold in such places. Unlike some other peasant communi-
ties, 16 the shopkeepers in the above villages are not outsiders, but full
members of village society, with affinal, agnatic and other ties
in these village. Commercial and contract relationships exist side
by side with other types of relationships. Therefore, the impersonal
and ‘urban’ relationships of commercial activities are part of the life
of the village rural community, and are not allocated to strangers or
outsiders 17. This is proverbially articulated in sayings such as “treat
me (in commercial dealings) as an enemy (ie. impersonally) and love
me like a brother” 18 and “strict accounting makes companionship last
long” 19. Such sayings acknowledge the existence of impersonal rela-
tionships in the village community, and the desirability of isolating
these relationships from the interference and influence of personal
considerations. Further, Islam not only acknowledges commerce and
trade as legitimate occupations, but also views them in favourable terms.

Those who favour modern occupations and professions belong
mostly to the younger generation. Such occupations can only be found
in the city or large towns. This orientation towards urbanity,
especially among those with some education, is also reflected in their

(16) See R. Redfield, The Primitive World and Its Transformations. Cornell
University Press, 1953, pp. 33-34.

(17) This is also a feature of the Near Eastern Village. See L. E. Sweet, Tell
Togaan, A Syrian Village, Michigan, 1960. p. 229.

(18) "hasibni zey ’'a ’adoek ohibni zey akhoh”.

(19) ’alhisab iteoil al’ishre”.
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villages, as to their favoured or desired occupations 5. The following
table gives their choices :

Desired Occupation or Profession No. of Individuals
Commerce 10

Free-professions (e.g. doctor, lawyer, journalist,
architect) 6

Teaching 6

Government and army (clerks, army officers,
administrators) 6

Other (skilled builder (1), professional farmer
(2), manager and owner of a modern olive

press (1) 4

Commerce — as the above table shows — attracted the largest
number of choices. The reasons that informants gave for making such
a choice emphasised the high income that can be derived from such
occupations, and the fact that in such an occupation the individual is
his own master, that is, he is not in a subordinate position of authority.
The individuals who favoured commerce as an occupation were mostly
middle-aged or old farmers. This is so, I believe, because there are
a number of structural similarities between farming and commerce.
In both cases work is not subject to the routine and regulations of, for
example, the official or manual worker. Both occupations allow the
maintenance of traditional leisure activities, and both occupations allow
the participation of other members of the household (e.g. brothers
or soms).

(15) This was not intended as a representative sample. Informants of various age
groups and occupations were asked about the occupation they, or their
children, would like to have, given the opportunity. More than one occupation
was usually mentioned. However, such alternatives tended to be of a similar
type, e.g. an individual who mentions medicine as his first choice is also
likely to give law as an alternative. Only the first-mentioned occupation
is given in the above table.
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level, but also at the household level. It is not uncommon to find, for
example, a household in which one adult male is a fellah, another a
teacher, and a third a salaried employee in a government office within
or outside the locality. One consequence of this economic differentia-
tion has been the tendency to make the conjugal household the unit of
differentiation, rather than the traditional extended or joint household.

The degree to which economic differentiation has penetrated the
village economic structure can be further illustrated by the following
facts ; of the 34 extended households in the five villages surveyed, 25
or 78% contain one or more adult sons who derive their income from
non-agricultural occupations. In these households the son is either a
wage labourer, a salaried employee or, as in a few cases, self-employed
(e.g. shopkeeper). Similarly, of the 14 joint households in these
villages, 11, or 78% had one or more adult brothers in a non-
agricultural occupation, either within the locality (as in 8 cases) or
outside it (3 cases). Further 44.6% of the conjugal households
(i.e. 46 out of 104) had an adult male (mostly the head of the
household) employed as wage labourers or salaried employees in the
locality (30 households) or outside it (16 households) 4.

Another important consequence of the extension of the labour
market and the increase in economic specialisation, has been the
decline of farming as a family or household enterprise. Indeed, 60.5%
of all the households surveyed (excluding ‘denuded’ households) had
at least one of its adult male members engaged primarily in non-
agricultural occupations. ~ Further, farming, which is the most
traditional activity in the area, seems to be viewed with low regard and
is accorded little esteem or status as an occupation. This can be
elicited from the choices given by 32 individuals from the above five

(14) 30 of the above 46 households were propertyless or poor ; 8 were large
landowners, and the remaining 10 were 'middle’ or ‘average’ households in
terms of their village standards. This corresponds roughly to the overall
distribution of property among conjugal households.
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In the five villages surveyed in 1966, 93 or 42.4% out of a total
of 219 adult males were farmers (most worked on their own land) and
23 or 10.5% were agricultural labourers. On the other hand, 23 or
10.5% were manual workers, and 63 or 28.7% had various non manual
occupations, 36 of whom (57%) were in government employment as
ushers, clerks, administrators, teachers, policemen, etc ; the rest were
mostly traders and shopkeepers. Such figures indicate the degree of
economic change that has occurred in the rural areas of Tripolitania,
following the Libyanization of administration and more importantly,
the discovery and export of large quantities of fuel oil (Petroleum) in
the country. .

Thus the village has come to accommodate two distinet categories
of people. There are those who, to a large degree, remain dependent
ou farming for their livelihood, and as such they remain dependent on
unpredictable forces outside their control. The results of their work
depends largely on climatic conditions and on the prices of their
produce on the market. On the other hand the village also houses
individuals who have occupations with regular income, and whose work
conditions differ radically from those of the farmer and agricultural
labourer.

This does not mean that the non-agricultural group is a homoge-
neous one. Indeed, economic differentiation is more pronounced and
much more clear than in the case of the farming group. The
differences in their market situation, i.e. amount and source of income,
occupational mobility, and job security, vary greatly. So do their
work conditions, The market situation and the working conditions of the
village shopkeeper, the unskilled manual worker, the teacher, and the
administrator, differ significantly, one from another. The government
official obtains, or expects to obtain, many benefits e.g. pension, medical
facilities for himself and his family, housing allowance, paid holidays,
etc. Further, a government official can expect to have an income several
times higher than an unskilled manual worker.

Economic differentiation exists, not only at the locality and village
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area in recent years 12. These are not only used on their owners’ land
but are also hired out for cash to farmers who lack such mechanical

aids.

In most cases it is the large landowners who utilize such facilities.
This is so because large ownership of land makes access to available
credit facilities relatively easy.  Further, shortage of labour and the
attempts by the relatively wealthy to diversify their sources of income
by investing capital in the modern sector of the economy (in this case
in machinery), are also relevant factors. Regardless of the causes or
the motives, one consequence of such action is the further increase in
the economic differentiation between individuals in these villages.
Traditionally men used to invest their surplus income in land, or in
the purchase of livestock. Now, investment is more oriented to the
non-agricultural sector (e.g. buildings, especially in Tripoli, shops,
machinery, etc.) than to agriculture or farming.

What is striking about the occupational structure of the area is
the large number of people who are employed in other than agricultural
occupations. According to figures from the 1964 national census, only
60% of the economically active males in Msellata were engaged in
farming or related occupations. On the other hand, 13.6% were
classified as manual workers (skilled, semi-skilled and unskilled) and
6.8% had professional, technical, administrative and clerical jobs.
Traders, and those engaged in commercial activities, comprised 5.7%

of the total 13,

(12) For example, in one village (i.e. Za'feran) there were in 1966 two tractors
and another 2 were in the process of being purchased. In another (i.e. Luwata)
there were 4 tractors.

(13) Figures were obtained from the Census and Statistical Department in Tripoli.
According to these figures there were in 1964, 3,697 economically active males
(total male population = 7,563, and total population = 14,488) with the

following occupations : farming = 2,161, mining and quarrying = 55,
construction = 170. Public services (electricity, water and sanitation) = 13.
Commerce = 210. Transport, communication and storage = 97. Services

= 447. Unknown = 348,
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households (wives and dependent children). The system also allows
large landowners and the adult males of their households to have non-
agricultural full time occupations without the full responsibilities and
the anxieties involved in managing their farms.

Apart from sharecropping, the individual can find seasonal or day-
labouring work at the time of the olive and cereal harvests. Here
payment is made either in cash or in kind, With the increase in the
opportunities for regular work, there has been an increase in the
demand for seasonal agricultural workers. Many landlords complain
about the difficulties in finding enough labourers to work on their land.
and about the high wages demanded by these 11, It was said that
the “’amil” or day labourer has become the master (‘Seed’ ) of the
landowning felloh. This was contrasted with the situation in the past
when the agricultural labourer used to be grateful for obtaining a meal
a day for his wage. Although this is, no doubt, an exaggeration, it does
point to the fact that the landless and the poor individual is no longer
dependent on large landowners for his livelihood. With the creation
of a system of permanent wage-labour and salaried occupations. this
dependence has been transferred to an impersonal labour market.

(b) The Non-agricultural Sector

General economic change in Libya has meant that the excessive
dependence on agriculture in Msellata has been lessened in a number
of ways. A dry year no longer means famine and extreme hardship.
In such years the government sells cereals at substantially reduced
prices. Since 1960 taxes on land and crops have been abolished, and
with the establishment of an agricultural bank, loans are available to
farmers and some have used such facilities to purchase, at reduced
prices, tractors which have become a general feature of farming in the

(11) Agricultural labourers earned about £L. 1 a day or its equivalent (e.g. 26
kilogms. of barley) in 1966. Further, the landowner is customarily required
to provide his workers with meals and tobacco during working hours,
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provide the labour, half the seeds, and half the expenses involved in
ploughing the land (now frequently done by a hired tractor). Under
this system the landlord and the sharecropper share the yields equally.
There are variations on this system. In some cases, the sharecropper
provides nothing but his labour and obtaing a third of the produce.
In other cases where the landlord provides nothing, his share is usually
a quarter of the total produce.

The most common system used in relation to olive trees is what
is locally known as “tekhrees”. Here trees are leased under an agree-
ment (sometimes a written agreement), which stipulates the amount of
olive oil that the owner of the trees is entitled to after the harvesting
and pressing of the olives. Such agreements are usually reached after
an estimate has been given by a village “expert” on the amount of olive
oil that the trees in question are likely to produce in that year. The
tenant is under an obligation to fulfil his agreement, even if the total
yield is less than the amount due to the owner. 1 was told, however,
that owners rarely insist, in such situations, on their full quota of oil.

The “tekhress” system is nowadays used by some villagers who
have regular non-agricultural occupations to supplement their incomes.
For example, a villager from Za’feran leased, in 1965, half of his olive
trees — he owned 170 trees — to another property-less villager. who
worked as an usher in a government department in the locality (he
received a salary of £L. 15 per month). The total yields from the
85 trees in question amounted to approximately 824 litres of oil. The
owner received his stipulated quota of 595 litres, leaving the temant
with a net income of approximately 229 litres, or the market value of
something like £L. 50 0. Such a system enables individuals in
similar positions to utilize the opportunities of regular work outside
the village and locality, and at the same time to use their membership
of the village community to supplement their income from outside.
Such individuals can also utilize the labour of the members of their

(10) 1In 1966 the price of a litre of oil In the locality was 20 to 25 piasters.
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studied had no or very little property (i.e. less than a hectare of land
and less than 5 olive trees). On the other hand, households with
large land property, that is with more than 30 hectares of land and
over 200 producing olive trees, comprised 10% and 18% respectively
of the total households.

Distribution of Households in Relation to Ownership of
Olive Trees and Land in Four Villages
(O = Olive trees, L = Land in hectares)
Amount owned / No. of Households

Village 0 : 0-5 620 21-50 51100 101-200 201+
L: 0-1 6-5 6-10 11-20 21-30 314
. Za’feran 21 5 6 5 7 5
20 12 5 7 4 1
Luwata 2 4 5 6 10 12
6 9 8 9 — 7
Murad 12 9 5 — —_ 4
11 6 5 3 —_— 5
Qumata 2 2 1 4 7 3
—_ 4 8 2 4 1
Total O: 37 20 17 15 24 24
137 Households L : 37 31 26 21 8 14

Traditionally the poor and landless had to depend on the large
property owners for their livelihood. To a lesser degree this remains
so. However, working on the land is no longer the only source of
employment available.  Increased opportunities for non-agricultural
work exist now in the locality and outside it, and as we shall see Iater,
such opportunities are being used,

The usual method of werking the land remains that of sharecrop-
ping. Here, land is leased to a sharecropper who is required to
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famine such as that of 1917 (known as ’aam azingu) and of 1947
(knowu as “aam asbula) are frequently referred to and used as histo-
rical markers. It is the succession of the seasoms, the alternation of
natural events, and his relationship to the land, that colours the
peasant’s thinking about the past, the future and about life generally.

Since the forces that traditionally determine his livelihood lie
basically outside the farmer’s control, his thinking shows fatalistic
tendencies and tends to be more oriented to the present than to the
future. It is said, for example, that “worldly wealth is like dirt”
and “an egg today is preferable to one tomorrow” 6. It is also said
“spend what you have today and the future will take care of itself” 7.
Further, this is religiously expressed in the helief that the will of God
is the determinant of all things. However, the belief that man’s
destiny is controlled by external forees, is balanced by the precept that
calls on the individual to show initiative, hard work and manage his
resources carefully. Many sayings express the virtues of hard work
and self-reliance. It is said, for example, that “honey can be found
at the tip of the hoe” # and “he who does not eat with his own hand

cannot obtain satisfaction” 9.

Land Tenure and Occupational Structure :

Two economic sectors co-exist in the village society ; the agricul-
tural or traditional section, which includes all those whose main income
is derived from farming, and the modern section which includes those

whose basic source of income 1s non-agricultural.
(a) The Agricultural Sector

A great deal of differentiation can be found within this sector.
Over a quarter (27%) of all the households in four of the villages

(5) ‘'rizgaldunia ziy alwasekh”.

(6) “dehit alyum kheer min dehit ghudwa'.
(7) Isruf ma fil gaib yati ma filghaib”.
(8) "al’esel ’ela fem ilfas”.

(9) 7illi ma yakulsh bida ma yishbe’sh’.
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produce, in the area as a whole, is sold in the market. There are about
15 flour mills in Qushat, all of which are electrically powered. Flour
or grain is usually stored in underground clay granaries in the haush.
In wet years, up to 50% of the area’s yield is sold for cash.

It is extremely difficult to determine the ‘average’ income per
household in the area, or in the villages studied. The economic posi-
tion of these households varies widely and income from the agricultural
sector shows considerable annual variations, One household (compo-
sed of 7 individuals, one a student in Benghazi) which owned

16 hectares of land, 170 olive trees, and 10 sheep, had the following
budget in 1966 :

(a) 1. Weekly spending in piasters (100 piasters = £L.1) :
tea = 30, coffee = 20, sugar = 10,  macaroni = 20,
vegetables = 15, fruit = 40, paraffin (for cooking) = 12,
eggs = 10, meat = 70,

(a) 2.  Annual spending :

electricity = £L.. 4,  clothes = €I, 7,  utensils = £L, 6,
wages (shepherd and 1 worker for a day) = £I. 7, other
expenses (hiring a tractor, and payment to olive harvesters)
= £L. 13. Total weekly and annual expense = £I, 154,
Further, the household consumed the value of £I. 43.5 of
wheat and barley, and the market value of £L.. 20 of olive oil.

(b) Income : harley yields produced (an “average” year) the
market value of £L.. 117, and £1.. 38.7 of wheat. Olive yields
had a market value of £, 180, Livestock vielded an income
of £L. 34. Total gross income = £1.. 369,

Farming retains its traditional importance for a large number of
people in the area, and until very recently a failure of crops meant
privation and famine for a significant portion of the local population.
This dependence of the peasant on forces ouiside his control, together
with his fear of famine, colours his general outlook on life. A year of
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Olives and cereals are virtually the only erops grown in the area.
Yields from both of these are dependent on climate and rainfall.
Because these are unpredictable and variable, crop yields tend to
flactuate widely from year to year.

The majority of the households in the five villages surveyed owned
livestock (mostly sheep). Most of them had only a few sheep which
were kept for domestic use. In 1966, about 45% of all households in
these villages owned none or less than five sheep each, and only 15% of
the households have over 30 sheep each. Such flocks are usually given
to shepherds to tend 3. Tt seems that the amount of livestock in the
area is decliing. The number of sheep declined by 25% in the four
years between 1960 and 1964, and that of goats by 6% and of cattle
by 5% 4.

Local industry in the area, apart from weaving by the traditional
hand loom (mostly done by women, and this is rapidly declining as a
result of competition from Tripoli and foreign imported materials) is
limited to olive presses and flour mills. There are, in Msellata, some-
thing like 30 olive presses, a third of which are mechanical. The rest
are animal or hand presses and most of these have fallen into disuse.
Pressing begins in October and continues until mid-February.  Five
to ten men are employed for each of the mechanical presses during the
season, and are paid in cash about £L. 1 per day. The press owner
receives the standard rate of 10% of the amount of olives pressed.

Olive oil is stored in big jars (qafeez), and is either sold locally in
Qusbat market, or to merchants or their agents from Tripoli. The
amount sold varies annually, but in a good year up to 90% of the

(3) Shepherds usually look after flocks of 100 to 150. Currently they receive 1/16th
of the sheep they tend and a portion of the wool (1/7th) and butter produced

by these flocks. In 1966 one sheep was sold for a price ranging between £L. 6
to £L. 8.

(4) In 1960, Msellata had 15,380 sheep, 5,084 goats and 1,101 head of cattle (1960
Census of Agriculture, Tripoli, 1962). In 1964 the area had 11,580 sheep,

4,810 goats, and 1,052 head of cattle (figures obtained from Department of
Agriculture, Homs).



AGRICULTURE AND SOCIO-ECONOMIC CHANGE IN THE
REGION OF MSELLATA, TRIPCLITANIA

J. M. Hilal *

Olive cultivation in Msellaia has been the traditional basic of
livelihood for a long period of time, probably since the Reman period.
In 1964, the area had approximately 140,000 producing olive trees.
That is, an average of 10 trees per head. F urther, most olive gardens
are also sown with cereals. The distribution of land in the area
averaged (in 1964) 10 hectares per houschold 1. Most of the land is
usually sown with barley and the rest with wheat. Barley is sown
hetween October and January and harvested in April or May. Tt is
cultivated for domestic and animal consumption, and as a cash crop.

Yields from olives and cereals vary greatly from year to year. In
a good year an average olive tree produces something like 49 litres of
oil, or a gross income of £L.. 10. In a bad year, this can decrcase to
about a tenth. Barley yields can similarly vary from 1 to 15 folds.
A hectar of land can produce from 40 or so kilograms in a wet vear =,
Consumption of olive oil and barley varies, but figures given by
informants indicate that 15 to 25 litres of olive oil, and 60-80 kilograms
of barley, are consumed annually by each household member.

Lecturer in Sociology, Durham University, UK.

{1) Figures obtained from the Department of Agriculture in Homs, Other informatirn
in this paper is based on the results of fieldwork and surveys conducted by the
author in the Summer of 1965 and the Spring of 1966.

(2) In 1966-67 every 22 killograms of barley were sold for £L. 1.
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TABLE 7
Average seasonals
Month Average seasonal for

Lamb Beef Camel
Jan. 92.8* 129.5 107.4
Feb. 84.8 112.4 60.5
March 137.0 103.2 37.1
April 122.1 83.7 25.1
May 120.6 102.2 85.0
June 88.3 92.6 159.5
July 81.2 84.9 189.7
Aug. 87.2 106.9 155.0
Sept. 91.5 87.9 123.3
Oct. 103.9 78.8 93.4
Nov. 106.9 88.9 82.4
Dec. 112.3 126.6 94.1

(¥) Calculated as follows
(8.7 4+ 59.0 + 120.1 4+ 108.5) / 4 == 92.8 ete.

TABLE 8
The seasonal component
Month Seasonal for
Lamb Beef Camel
Jan, 9]* - 130 106
Feb, 83 ' 113 60
March - 135 103 37
April 119 84 25
May 118 102 84
June 86 93 158
July 79 85 188
Aug. 85 107 153
Sept. 89 - 88 122
Oct, 101 79 92
Nov. 104 89 82
Dec. 110 127 93

(*) Obtained as follows
[928 / (848 + ......... + 106.9 + 112.3) ] 1200 = 90.8 etc.
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TABLE 6

Seasonals showing the ratio of camel actually buichered to the
estimated trend, expressed in percentages.

Year Month Seasonals Year Month Seasonals

1964 Jan. 142.8%* 1966 Jan. 718.4
Feb. 105.0 Feb. 28.0
March 42.4 March 17.5
April 12.7 April 23.3
May 71.6 May 1006.7
June 108.9 June 218.2
July 144.9 July 215.9
Aug. 140.6 Aug. 168.2
Sept. 119.9 Sept. 107.5
Oct. 96.3 Oct. 73.3
Nov. 102.3 Nov, 73.8
Deec. 93.0 Dec. 96.1

1965 Jan. 149.1 1967 Jan. 59.3
Feb. 62.2 Feb. 46.9
March 65.3 March 23.1
April 41.9 April 22.6
May 56.9 May 104.8
June 129.5 June 181.4
July 163.1 July 234.7
Aug. 151.8 Aug. 159.3
Sept. 146.8 Sept. 119.1
Oct. 123.3 Oct. 80.6
Nov. 96.2 Nov. 57.1
Dec. 88.8 Dec. 98.5

(*) Calculated as follows
(1151 + 805.92) 100 = 142.8 etc.



90 THE LIBYAN ECONOMIC AND BUSINESS REVIEW

TABLE 5

Seasonals showing the ratio of calves actually butchered to the
estimated trend, expressed in percentages,

Year Month Seasonals Year Month Seasonals

1964 Jan. 111.2% 1966 Jan. 122.4
Feb. 105.2 Feb. 105.1
March 92.1 March 106.5
April 86.4 April 75.0
May 115.2 May 101.0
June 112.2 June 88.0
July 115.0 July 65.2
Aug. 110.0 Aug. 164.1
Sept. 100.2 Sept. 62.1
Oct. 83.3 Oct. 56.6
Nov. 112.0 Nov. 42.2
Dec. 126.1 Dec. 110.5

1965 Jan, 129.3 1967 Jan, 155.1
Feb. 82.7 Feb. 156.4
March 85.1 March 129.3
April 70.8 April 102.4
May 94.6 May 97.9
June 85.1 June 85.2
July 91.2 July 68.4
Aug. 98.4 Ang. 55.1
Sept. 84.7 " Sept. 104.6
Oct. 106.7 Oct, 68.6
Nov, 100.8 Nov. 100.9
Dec. 116.0 Dec. 153.8

(*) Calculated as follows

(696 + 625.76) 100 = 111.2 etc,
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TABLE 4

Seasonals showing the ratio of lambs actually slaughtered to the
estimated trend, expressed in percentages.

Year Month Seasonals Year Month Seasonals

1964 Jan. 83.7* 1966 Jan. 120.1
Feb. 97.6 Feb. 93.4
March 160.4 March 142.2
April 155.9 April 115.5
May 142.7 May 107.6
June 115.7 June 63.9
July 817.5 July 66.2
Aug. 75.4 Aug. 90.2
Sept. 79.6 Sept. . 1013
Oct. 88.0 Oect. 118.9
Nov. 90.0 Nov. 133.8
Dec. 34.9 Dec. 134.1

1965 Jan. 59.0 1967 Jan. 108.5
Feb. 88.5 Feb. 59.9
March 154.1 March 91.1
April 121.8 April 95.1
May 134.6 May 97.3
June 99.4 June 74.3
July 82.0 July 88.9
Aug. 76.1 Aug. 106.9
Sept. 74.3 Sept. 110.9
Oct. 82.7 Oct. 125.9
Nov. 93.0 Nov. 111.0
Dec. 105.5 Dec. 124.8

(*) Calculated as follows
(10485 + 12523.75) 100 = 83.7 etc.
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the price in other months. This appears to be in centradiction to the
accepted idea of demand and supply. Perphaps, the explanation may
be that consumers prefer beef in winter in spite of its higher price.

Finally, for the same year the average price for camel meat per
kilogram for the months June, July, August and September were
506 mils. for small and 419 mils. for big animals respectively. For
the remaining months the average prices for the two varieties were 547
and 466 mils. respectively. Here again we find that for the part of
the year when seasonality is strong the average price is lower than in
the other part of the year.

Summary :

Monthly data on the number of live-stocks butchered in Benghazi
Municipal Slaughtering House has been analysed here.  Three varie-
ties of meat have been considered namely, lamb, beef and camel.
Consumption of these three varieties of meat show distinct seasonal
fluctuations. Seasonal indices for lamb meat are higher in Spring.
For beef the indices are higher in winter months and for camel they

are high in summer months,

Average prices of the meats, except for beef, show a movement in
agreement with the movement of the seasonal indices. For, beef it is

felt that consumers prefer this meat in winter.

Inn a later work we intend to study the pattern of seasonal variation
in meat consumption using data for whole of Libra. Also the demand
function for meat will be studied,
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show these averages for the three varieties of meat namely, lamb, beef
and camel respectively. A final adjustment is made to the averages
such that they add up to 1200. If there were no seasonal effect each
monthly index will be nearly 100,

Table 8 shows the adjusted seasonals for each type of meat this
table brings out some interesting points. It can seen that the
seasonal indices for lamb in the months of March, April and May are
relatively high. This may be explained®hy the fact that in Spring
most of the locally bred lambs come to the market. For beef it is seen
that the indices are high for winter months December, January and
February. Camel, on the other hand, shows a marked increase in the
summer months. Thus the three types of meats show three different
seasonal patterns.

Next let us study the relationship between average prices and
seasonal indices for the three varieties of meat. The seasonal indices
derived are assumed to be typical for anv yvear, thus for this study we
need not consider the full data ; instead we concentrate on the most
recent year 1967.  In 1967 the average price of lamb meat per kilogram
for the months of March, April and May were 958 and 717 mils. for
the local and imported varieties respectively. For the remaining nine
months the average prices for Jocal and imported varieties were respec-
tively 1094 and 940 mils. respectively. We have already noted a strong
seasonal effect for these three months and the average price for these
months are relatively lower. This is in agreement with the normal
laws of demand and supply. In Spring more lambs are available,
consequently the prices are lower and the demand is pushed up.

In the same year for beef we find the average price per kilogram
for the two varieties of meat namely, small and hie, in the months
December, January and February were 825 and 708 mils. respectively.
For the remaining months the average prices turn out to be 790 and
610 mils. respectively. Beef shows seasonality in the winter months,
however, the average price in the winter months is not lower than
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month the value 100. Any deviation from 100 will indicate the effect
of seasonality. Unfortunately, standard errors of the seasonal compo-
nents are not known. Thus we will not be able to state guantitatively
the amount of deviation from 100 which may be regarded as significant
and not due to random fluctuations,

Calculations and Results :

Graph 1 (annexed) shoWws the actual data and corresponding
12 month moving averages plotted for lamb. Graphs 2 and 3 show
the figures for beef and camel respectively. From graph 1 it can be
seen that the data show an increasing trend together with marked
seasonal fluctuations. For beef there is no marked trend and the
intensity of seasonals is not as strong as that for lamb. For camel
again there is no marked trend but seasonal oscillations are strong.

The moving averages have been correctly centred. Thus the
moving average for any month has been calculated by adding half the
monthly values six months before and after the particular month and
the intermediate values. This sum divided by 12 gives the moving
average. As an illustration the first moving average corresponding to

the month January 1964 in table 1 is obtained as

[ 1(11818) + 8849 + 8749 4 8166 + 7639 + 8206 + 10485
+ 12246 + 20282 + 19987 + 18644 + 15353 + 1 (11540) ]
+ 12 = 12523.75

The moving averages are smoother than the observed data and
reflect the effect of trend and errors in the data. Tables 2 and 3 show
the observed data and 12 month moving averages for beef and camel
respectively. Table 4 shows the ratio of observed data to trend values
in percentage for lamb. Tables 5 and 6 show the corresponding trend
eliminated series for beef and camel respectively,

Averaging these monthly percentages over the years give the
seasonal component. The averaging reduces the errors.  Table 7
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the above type sold in the Benghazi market. However, sometimes
agencies outside the city limits also utilize this service. There are no
records showing separately the number of animals of each type proces
sed for consumption outside the city. We feel, however, that this will
have effect on the derivation of the demand or the supply functions of
meat for Benghazi town but it is not likely to influence much the
seasonal pattern in the meat processed. A relevant point worth
considering is that major number of animals butchered here are
imported. Imports of animals either over land or sea may not be in
unison with the natural breeding pattern of the animals. Thus we
expect that import of animals is likely to disturb the smooth seasonal
movements. However, the following analysis shows that the data does
show a seasonal pattern, perhaps the intensity of the movement would
have been more had there been no import of the animals.

Methodology ;

There are a number of methods available for estimating the seasonal
component in a time series. We will use the centred 12 month moving
average method. For successful application of this method it is neces-
sary that the seasonal movement have a constant period of twelve
months. Another method 1 is applicable if the period does not remain
constant but has two components, one with periodicity of 12 months
and the other changing slowly over time. If we assume that a given
time series has three components namely, trend, seasonal and random
variation, then a 12 month moving average will be free from the
seasonals but will have the trend component and errors. Division of
individual monthly values by the corresponding moving averages will
eliminate the trend part leaving the seasonals and errors. Now, averag-
ing these ratios over the years will reduce the errors leaving the
seasonals. A final adjustment is made such that the sum of the seaso-
nals over 12 months in a year becomes equal to 1200. If the given
series does not have seasonality these calculations will give for each

(1) Wald A. : Berechung und Ausschaljug von Saisonchwankunge (Vienna), 1936.
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SEASONAL MOVEMENT IN THE CONSUMPTION
OF MEAT IN BENGHAZI

S. Mukorji, A. Yamani and Abdessalam Hawaiw
introduction ;

Agricultural commodities generally exhibit market variations
within a year. In certain months in a year the production of a given
commodity is more than in other months. Meat, though not an
agricultural commodity itself, shows a set pattern of variation over the
seasons.  Breeding, live-stock feed and available number of animals
in marketable shape all depend on seasons.

In this paper our main interest is to isolate the seasonal compo-
nent in the data showing the number of lambs, calves and camels
butchered in the Benghazi Municipal Slaughtering House. The data
was made available to us by the kind co-operation of Mr. Mabrook
Buzazia, chief of the department of statistics, Municipality of Benghazi.
The data refers to the period July 1963 to June 1968. Number of
animals of each type butchered each month together with the prevailing
average prices per kilo were available. In a subsequent paper we
intend to study the relationship between prices and quantities of
various types of meats.

The Municipal Slaughtering House processes most of the meats of

Dr. S. Mukorji, Dr. Yamani are in the teaching staff of the Faculty of Feonomics
and Commerce, University of Libya. Mr. Abdessalam is in the Ilird Year, Economics
class in the Faculty.
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production processes can accept an alternative input without changes
in the process or the quality of the product. This has a marked
effect on the input-coefficients, especially in the short-range.  Some
substitutions cannot be applied directly, and these may require a
change in the capital equipment and the process of production, and
these changes cannot be expected to occur over a short period. So the
changes in input-coefficients due to such type of substitution are
likely to happen over longer periods during which the substitution
exists. In the economies which depend to a great extent on imports
as intermediate products, the changes in input-coefficients will not
only depend on the relative prices of the domestically produced
commodities but also on the import prices. These prices are subject
to world supply and demand.

IV. Level of production

The assumption in the input-output model is that there is a linear
relation between the inputs and the outputs of an industry. This is
not always the case as it may happen that, by increasing the level of
production, more of particular inputs than is indicated by their
average coefficients will be needed. If the production of an industry
changes without change in the number of firms, one can expect that
certain input-coefficients might change. In a developing economy
industries may initially be set below their optimum size because of
limitation of markets, or for other reasons. The expansion of these
industries may bring about a change in the input-coefficients. Certainly
this can be applied to all types of economies, but it is more noticeable
in a developing economy.

4. Conclusinn

1. The overall tests do indicate, in conjunction with direct study
of input-coefficients, that modifications of strict input-output assump-
tion are clearly desirable,

2. The degree of stability of input-coefficients depends in part

on the way sectors are selected and in part on the underlying properties
of the productive system.



78 THE LIBYAN ECONOMIC AND BUSINESS REVIEW

There is no doubt that highly disaggregated input-output tables
serve all the functions much better than less disaggregate ones.
However, in a developing economy a fine aggregate is needed especially
if the country is applying a developing programme.

In Leontief theoretical input-output model, the sector is assumed
to be composed of plants producing a single homogeneous product by
similar techniques, this means grouping together only plants in which
both outputs and inputs structures are similar. A close approximation
to this concept would be impossible for the variety of products
produced by the typical plants. According to Barna (3), Baldereton
and Whiten (4), and Chenery (7), aggregation can be based on one of
the following basis :

(a) Aggregation based on similarity of input structure,

(b) Aggregation based on the use of outputs of several processes
in fixed proportions.

(¢) Aggregation of substitutes.

Each of these bases has its advantage and disadvantage. In
method (a) a change in composition of output will have no effect on
the input required from other sectors, but on the other hand, there is
a considerable variation in the commodities produced by a sector. The
condition for case (b) is most likely to be met in successive stages of
processing of the same material. This is rarely perfect for there are
some demands for semi-finished products. Sectors aggregated accord-
ing to the third basis will have unstable input-coefficients unless the
productive processes also have the similar inputs.

IMl. Relative prices substitution

Alternative techniques can be applied to produce the same
output from different types of inputs. The choice between alternative
inputs is decided largely by their relative prices. The type of
substitution depends mainly on the production processes.  Some
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others where the economy depends heavily on complementary imports.
As an example of the first type, the input-output table in Tanganyika
contains eighteen sectors which make 306 cells. Out of these cells it
was possible to fill 23 cells only. Moreover, the total inputs figure is
£ 8.3 m. compared with deliveries of £ 182 m, to final demands
consists mainly of unprocessed agricultural products (11). This shows
that there is hardly any interdependence between industries and it is
a common character of the underdeveloped economies which rely
heavily on imports for final demands. For such economies if there
exist some industries dependent on each other, it is preferable to
disaggregate them and aggregate the industries which have no significant
interdependence between them, However, in some underdeveloped econo-
mies, the input-output table seems condensed, but usually the existing
industries do not provide most of the intermediate demands, which are
provided through imports. As an example, the input-output table for
the U.A.R. for 1954 contains 1,056 cells out of which there are 542
non-zero elements (8). However, many of these inputs are maintained
through imports. Table (2) shows some input-coefficients and the
percentage of imports included in them.

TABLE (2)

Input-Coefficient Percentage of

imports
Fertilizers into agriculture 041 1%
Petroleum into transport 104 40%
Metals into construction .080 53%

For such an economy there is a need for fine aggregation and
separate cells for intermediate imports if it is possible to know the
exact figure of such imports.
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input-coefficients are likely to be stable which in an advanced economy
they change almost continuously.

II.  Product-mix and the aggregation problem

The aggregation problem in the input-output model has been
subject to a thorough investigation since the model was created. The
input-coefficients are considered stable assuming the three conditions
put forward in section 1. One of these conditions is that the output
of each industry is a homogenous commeodity which can be produced
by one production function, and it is a definition of the sector in the
input-output table put by Leontief that it is composed of plants
producing a single homogenous product by a similar technique. This
definition is practically impossible to be achieved because of statistical
limitations and so some consideration must be added to the sector’s
definition to relieve its rigidity. Practically, the main problem is
aggregating all activities into sectors ; how should aggregation be
determined, on what principle, and what is the bhest degree of
aggregation ?

The degree of aggregation is subject to different considerations.
The choice of a certain degree of aggregation is decided, considering
two points ; the degree of interdependence between the existing
industries, and the functions which the input-output table is going to
serve. For the first point we consider the cases of advanced and
underdeveloped economics. In the case of advanced economy we
should distinguish two types ; an economy which practises all types
of industrial activities, e.g. UK. and U.S.A, and an economy which
lays stress on some particular activities, e.g. Switzerland. One would
expect the first to be highly interdependent and a highly disaggregated
input-output table would be more useful to describe such economy.
For the second type, it is preferable to disaggregate the most important
activities and aggregate the less important ones.

Considering the underdeveloped economies, we can as well distin-
guish between conomies where there is hardly any interdependence and
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developing one, where these effects are more ot less negligibie. This
can be atiributed to the fact that in an advanced economy the capital is
not as scarce as in a developing one, and the more scarce the capital
the less likely for the substitution of capital for material to occur.
The same idea can be applied in the substitution of material for
material. Usually this sort of substitution is accompanied by a change
in the process of production and the quality of comumodities. It may
need some change in equipment which in turn needs capital. The
effect of substitution of capital or material for material will be discussed
more in the effect of price substitution on the input-coefficients.

Technological change may be considered as the changes of the
quality of commodities which occur through invention and innovation.
The changes in the quality of products make it difficult to express the
quantities of these products in terms of a common unit throughout a
period during which these industries have undergone considerable
technological progress. The real outputs which are expressed in terms
of prices in a base year are expected to represent the quantities of the

same products over different periods in terms of a common uuit.
However, it may not be possible to represent these quantities in terms

of a common unit when the quantities of the products undergo signi-
ficant changes due to techmnological progress.  Consequently, over
different periods technological progress may make it impossible to
regard the input-coefficients as the ratios of the quantities of the same
factors of production to the quantities of the same products. In a
developed economy there is a continuous attempt to change the quality
of commodities and when changes occur the input-coefficients are
expected to change. In a developing economy, the growth programmes
are usnally started by enlarging the existing industries by increasing
the number of firms. The new firms work at the most advanced
technique available at the time. So at the period of construction, the
input-coefficients are expected to change sharply. Having constructed
these new firms, there will be a period of stagnation due to no further
application of a more advanced technique. Through this period the
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equipment the less labour force, and the more fuel input per unit of
output. To clarify this point, we consider the input of all fuel to
agriculture and textile industries in the UK. as an advanced economy

and the U.A.R. as a developing economy. These input-coefficients are
shown in table (1).

TABLE (1)
UK. U.AR.
All fuel into agriculture .054 012
All fuel into textile .019 .010

More capital equipment aims either for fuel saving, e.g. purchasing
equipment to be run with cheaper fuel, or for labour saving, e.g. the
use of tractors which consequently means more use of fuel. In UK.
it is not solely the case that equipment enables substitution of capital
for labour. It often means technological progress, either to improve
the properties or to economize the fuel consumption. So it is possible
that there may be no substantial change in the use of fuel into
agriculture and textile in the UK. The case is different in the U.A.R. :
there, more equipment means less labour force and more fuel per unit
of output. So if the U.A.R. is applying a developing programme, one
expects the use of fuel in agriculture and textiles to increase substantial-
Iy. So it is expected that the rate of change in these two coefficients
is likel to be more than the rate of change in the U.K. figures and it
is expected that the two sets of figures will approach each other if the
developing economy is progressing well.

'The substitution of capital for material or material for material
as a technological change is often less effective than the substitution of
capital for labour. On the other hand, these two sorts of substitution
affect the input structure in the advanced ecomomy more than in a
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3. Factors affecting the changes in the input-coefficients

In the last section we discussed some of the studies which examine
the stability of the input-coefficients, =~ The stability hypothesis has
failed to be achieved and the weaknesses in it can be attributed to the

following causes :

I. Technological change.
II. Product-mix and the aggregation problem.
III. Relative price substitution.

IV. Level of production.

Each of these causes will be discussed in this section, and an
attempt will be made to show how it works in different types of
economy. It will be concluded from this discussion that the input-
output table of a developing economy is subject to more frequent
changes than that of an advanced economy.

1. Technological change

Technological change may happen in two forms : reduction of the
amount of input per unit of output or changes in the qualities of
products. The reduction of the amount of input per unit of output
can be achieved by substitution. There may be a substitution of
capital for labour, capital for material, or material for material.
Obviously, such changes will be reflected in the input structure of the
industries. The substitution of capital for labour occurs through new
investment aiming at this sort of substitution, and takes the form of
machinery and equipment. Introducing more machinery and equip-
ment usually affects the fuel demand substantially. This may be more
effective in the case of a developing economy. The developing economy
is usually marked by the existence of a plan to convert the economy
from underveloped to advanced. The economic plan is usually
characterized by more investment, and the more machinery and
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4. Some of the factors that give rise to relative price variations
are partially incorporated into the other explanatory variables on the
model. For example, the change in consumer tastes which is one of
the causes of the trend variation as in 3 above, can be attributed
partially to changes in prices.

Lags of production are omiited because, when annual data is used,
the lags are unimportant if the current output is considered as a
reasonable forecast of a planned output, and there will be little error
in ignoring the existence of lags. Clearly, this statement could be
acceptable if the lag periods are short.  However, lags in production
might exist over longer periods to the extent that ignoring it would
violate such statement.

The authors attempted to estimate the balance equations for a
small number of inputs in which most of the structural coefficients are
assumed to be zero on a priori grounds. The remaining structural
coefficients were estimated according to both the simultaneous and the
linear programming methods. The former method proved unusable.
The linear programming estimates have been chosen to minimize the
sum of absolute variations in the balance equations, subject to the
conditions which ensure that for any plausible values of the explana-
tory variables, the input-output ratios computed from the estimated
structural coefficients will be neither negative nor unreasonably high.
Arrow and Hoffenberg were able to attach little reliability to the
results of the linear programming. The authors concluded that the
explanatory variables put forward are not sufficient to explain the
changes in the input-coefficients. The complexity of the model
makes it difficult for the authors to see where it is wrong or incomplete.

The tests which have been discussed stress the need for more
comprehensive study in the field of input-output analysis. The
superiority of the input-output model over naive methods is not so
marked, and none of the tests suggests any development on the input-
output model to make it really superior to the other tools.
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better capital equipment, a certain amount is needed to maintain
capital equipment which is independent of the level of output, so the
flow of a non-embodied input is considered to be a linear function of
output instead of a simple proportion. Both types of inputs are made
to depend upon product-mix variations. This model has been rejected
by the authors, for it relies heavily on a massive amount of data, not
all of which is available,

In the second model, Arrow and Hoffenberg represent some
explanatory variables which cause the changes in the input coefficients.
These are :

1. Quality variation dae to changes in income : the real per
capita disposal income is taken as a measure of this effect.

2. Variations of product-mix due to war conditions : the ratio of
defence expenditure on goods to private gross national product is taken
as a measure.,

3. Trend variations to explain the changes in technology and the
changes in consumer tastes. Time is taken as a variable,

4. Learning effect, which is similar to the one represented in the
first model. The ratio of the excess of output in any year over the
highest previous peak to the output of the year is taken as a measure
of this variable.

In their model, Arrow and Hoffenberg omitted two variables,
relative prices and lags of production. The relative prices have been
omitted for four reasons :

L. In the short run, methods of production cannot respond to
price variations.

2. The vertical aggregation in the industrial classification reduce
the price substitution effect among the aggregate commodities.

3. During part of the period of study, the war made price
motivations irrelevant,



70 THE LIBYAN ECONOMIC AND BUSINESS REVIEW

the output level of the using industry

prices

2

3

4. other economic variables

5. changes in the produci mix of the using industry and
6

observation errors.

Savalson used the Norwegian cork and woodpulp industries 1o
examine the variables put froward, and he concluded that the variation
in the input-coefficients can be explained by these variables.

Arrow and Hoffenberg (1) constructed two models to study the
variation in the input-output tables. The authors possessed four input-
output tables for the U.S., but their industrial classification is not
comparable, and even four comparable tables are not enough to
examine Arrow and Hoffenberg’s models.  So the authors examined
the movement in the total intermediate outputs instead of individual
coefficients.  For intermediate and gross-outputs Arrow and Hoffen-
berg were able io derive a series running from 1929 to 1950. The
coefficients whose changes were to be estimated were those of the

200-order U.S. table for 1947.

In the first model a distinction was made between flows of materials
physically embodied in the output of the consuming industry, and
those not embodied but consumed in some way or another by the
equipment of production. The usage rate of the embodied flows slfould
be basically constant. However, rapid increases in output rate are
associated with wastage and serapping of embodied materials due to
difficulties in organization, which is characteristic of the less capital
intensive industries. So the embodied inputs are taken as dependent
upon output and upon the rate of change of output, (if positive). In
the more capital intensive industries, the embodied input flows are
taken as dependent upon output and upon the intensity of use of
capital. Though a non-embodied input might be economized through
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been done (reported in 7). The first by Leontief, comparing the 1919, v
1929 and the 1939 U.S, tables. The second by the Japanese govern-

ment, comparing the 1951 and 1953 input-output tables.  According

to Chenery (7) neither of these tests provides a criterion as to whether
the observed changes are satisfactorily small. Helzner (raported in 7)

examined five coefficients of inputs into the steel industry over a nine
years period for significance in the sense that a constancy assumption
of these coefficients would lead to excessive errors in gross-output

estimates,

Cameron (6) carried out a test of constancy by using fifty-two
Australian manufacturing industries in which the products are rela-
tively homogeneous. The ratios of inputs to outputs have been
obtained for whatever periods data were available. The test is divided
into two parts, examining respectively the employment coefficients, and
the material coefficients.  For the employment coefficients Cameron
concluded that “the level of output and a linear trend factor appear to
account for virtually all significant movement in the coefficients in
nearly all industries examined”. For material coefficients Cameron
found that on the whole they tend to be approximately constant over
a short period of time, and for half the examined industries, the major
coefficients at least are approximately constant for a longer period of
ten years or more. Hatanaka (9) says that such a test is not a test of
constancy of input-coefficients in an input-output model, because the
ratios of real inputs to real outputs were tested by Cameron for
specific industries only. In the input-output medel there is a certain
industrial classification which differs from specific portions of indust-
ries, and in addition Cameron tested a non-aggregated input-output
model which cannot be compiled for the whole economy,

A test carried out by Savalson (12) in which he puts forward some
explanatory variables for the changes in the input-coefficients. These
variables relate to :

1. technological changes
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superiority to both the time series projection of output on G.N.P. and
the final demands projection in the short-range projection, but the
superiority is not so marked in the long-range. Hatenaka also perfor-
med statistical significance tests on the differences between errors in
the various predictions in the gross outputs of individual industries.
The input-output projections were superior to projections from
multiple regressions at 25% significance level in both short and long-
range tests, but showed no clear margin of superiority over alternative
naive projections. As a result of the tests, Hatanaka suggested that in
the input-output model, the effects of gradual replacement of the old
production line by the new can adequately be taken into account.
Further-more, some information on the behaviour of industries must
be introduced in order to determine the speed of the replacement of
the old production lines and the changes in the rate of operation of
each production line. If a new model is set forth, its workability
must be compared with the workability of the known input-output
model. If it is superior to the input-output model, Hatanaka suggests
this new model as an alternative to the input-output.

B. Tests of the second type

The test of the first type reveals the need for a detailed study in
the input-output field.  The study would be effective if it dealt with
the input-coefficients directly instead of studying their effect on the
final demand or the gross national products. A time series of input-
output tables is not usually avaiable, so the test of constancy for the
whole table has rarely been applied. However, a test of separate
input-coefficients has been carried out several times. The test is
characterized by a study of the movement in observed coefficients and
an examination of the effect of proposed variables on them. The
main study of this type of test is by Arrow and Hoffenberg which we
will explain in some detail after elucidating the main features of some
other studies.

Two similar tests for U.S. and Japan input-output tables have
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outputs can be derived. These calculated outputs can be compared
with actual outputs or outputs estimated in other ways.

Leontief (10) used a 13-order 1939 table for a backward forecast
of the years 1919 and 1929, the results being slightly better than those
of the naive models which he used for comparison purposes. According
to Bodenhorn (5), Leontief’s comparison between the input-output
model and the other models is made with regard to the prediction of
outputs for nine out of thirteen industries. He found that the prediction
errors in the input-output and the other models are of approximately
equal size with regard to the outputs of the thirteen industries.
Hoffenberg (reported in 7) computed forecasts for the odd years in
the period 1929-1937 on the hasis of the 38-order table for 1939. He
found little difference from the results of the naive models. F urther,
for the input-output model particularly, larger discrepancies were
found for years in the more distant past than for years close to 1939,
which is expected.

Barnett (4) used the 1939 table to make predictions for 1950.
He tested them against regression predictions according to which the
production of each sector is described as a function of G.N.P, in 1939
real outputs. The regression proved to be superior for the prediction
of value levels but inferior for forecasting in terms of real outputs.
Final demands blow-up gave nearly the same results, but G.N.P. blow-
up was worse.  Arrow (reported in 9) tested the same input-output
table as did Barnett, uisng the observed data final demands. His
comparison showed that the final demands projection yielded about the
same resulis as the input-output model, which was slightly inferior
to the time series projection of output on G.N.P. The G.N.P. projection
was again inferior to any one of the others.

Hatanaka (9) used the 1947 input-output table to test its
workability relative to a time series projection of output on G.N.P. and
the final demands projection in the short and long-range projection.
In this test the 1947 U.S. input-output table demonstrates its definite
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the input output tables. Most of these studies prove that the input
coefficients are subject to variation. In the next section we discuss
some of these studies.

The causes of variation in input-coefficients differ from economy
to econorny. Although the main aspects of the causes are the same,
the degree of influence of each cause varies according to the economy :
that is, whether the economy in question is advanced, developing, or
backward. In section 3 we discuss the causes of variation in the input-
coefficients, and attempt to compare how each cause works in the
input-output table of various economies.

2. Tests of constancy

Tests of constancy have been constructed in two main types. The
first type uses an input-output table observed at a certain date to
compute gross-outputs from the final demands of another date and
compares the resulting gross-outputs with the actual one or with gross-
outputs derived from other models. The naive estimate of gross
outputs in this type of tests have been made variously (i) by multiple
regressions of outputs on G.N.P. and time, (ii) by assuming a constant
ratio between each industry’s output and G.N.P. (the “G.N.P. blow-up”
method), or (iii) by assuming a constant ratio between each industry’s
output and the final demand placed upon it (the “final demand blow-
up” method). This type of test does not examine the changes in the
input-coefficients, but only the reflection of these changes on the gross-
outputs, The second type of test compares a time series of input-
coefficients. This test can be applied to the whole input-output
martix if a time series of tables is available. We discuss some of the
tests which have been carried out by each method.

A. Tests of the first type

The main characteristic of the test is the use of an input-output table
for a certain period and observed or estimated final demand and real
outputs for different periods. Using the input-output table, calculated
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THE CHANGES IN INPUT-COEFFICIENTS

F. H. Omar B.S.C., PH.D.
1. Introduction

The stability of input-output coefficients over time can be
considered under certain theoretical conditions. The simple input-
output model in which the input-coefficients are stable over time is
constructed assuming the following :

1. The technique of production remains the same over time.

2. The inputs purchased by each industry are proportional to
the level of output of that industry.

3. The output of each industry is a homogeneous commodity,
and there is only one production function by which it can be produced.
Joint production by an indusiry of a commodity also produced in
another industry does not exist ; otherwise the inputs ahsorbed by a
given output would depend on the varying combination of two produc-
tion functions of two industries.

The idea of stable input-coefficients is the main assumption in
the Leontief input-output. model. It enables input-output analysis to
be employed in the econometric field ; yet the main criticism directed
against the input-output analysis is the fact that the input-coefficients
do change. In any input-output table, the three assumptions put
forward do not exist strictly, because of the practical limitations. This
makes it hard to accept the stability assumption of the input-
coefficients,

Many studies have been undertaken to examine the stability of

(*) Lecturer, Department of Statistics, Faculty of Economics and Commerce,
University of Libya, Benghazi.
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TABLE 9

Export volume and price indices of manufactures, main

industrial countries 1950—61

(selected years)

1953 = 100

1950 1953 1961
United Kingdom
Volume 106 100 132
Price 84 100 114
United States
Volume 92 100 133
Price 89 100 120
Germany
Volume 58 100 201
Price 80 100 105
France
Yolume 95 100 211
Price 82 100 99
Japan
Volume 78 100 390
Price 920 100 91

Sources : Tables 1 and other ; and NEDC, 'Conditions favourable to faster growth,”

1963, table 8, p. 49.

Note : The figures have been adjusted to cover the period 1950 to 1961,
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TABLE 8
Indices of Indusrial Production and Exports of Manufactures
(main industrial countries)
1950—60
1953 = 100
1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960
United States :
Industrial
production 81 89 92 100 93 105 109 110 102 115 119
Exports of
manufactures 86 103 102 100 106 115 128 135 122 120 138
Germany :
Industrial
production 72 85 91 100 112 128 138 146 151 162 179
Exports of
manufactures 42 72 87 100 127 150 174 201 213 234 279
France :
Industrial
production 87 98 99 100 110 120 133 145 150 156 —
Exports of
manufactures 98 119 96 100 110 123 114 129 139 170 195
Japan :
Industrial
production 56 78 8 100 111 122 151 174 175 220 —
Exports of
manufactures 81 89 94 100 140 186 222 250 255 303 325
U. K :
Industrial
production 94 97 94 100 107 112 113 115 114 120 131
BExports of
manufactures 110 109 100 100 104 113 120 123 118 132 139
Sources International financial Statistics’.
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TABLE 7
The Patterns of Growth in British and German Industry
1953 to 1960

Germany United Kingdom
Gross Investment Ratio 1/Y 16.6 14.5
Rate of Growth of Output dY 8.7 3.7
Y
Rate of Growth of Output per man-hour 4.5 2.1
(+)

ay

LH
Marginal Capital-Output Ratio 1.8 3.9
Ly _ 1
Y Y —dY
Investment-Productivity Ratio 3.7 6.9
I / d(Y/LH
Y y/LH

T (/)

LH

Sources : A. Lamfalussy 'The UXK and the Six’ 1963, p. 92,
(+) L.H. refers to labour hours worked.
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TABLE 5

Productivity and Earnings in Manufacturing in the U.K., as compared
with other Industrial Countries, Increases between

1953 and 1961 f

per cent per annum Other main exporters
UK. (average)
Output per hour 2.7 4.5
Earnings per hour 6.4 5.0
Wage costs per unit of output 3.6 0.5

Source : NEDC, ’Conditions Favourable to Faster Growth,’ London, 1963,
Table 9, p. 49.

+ See also A. Lamfalusay, op.cit. Table 13, p. 59.

TABLE 6
Yearly Rates of Growth of Gross fixed Assets Output
and the Productivity of Labour in British and

German Manufacturing Industries

Gross Fixed Output Productivity
Assets
United Kingdom 3.2 3.9 2.6
Germany 8.6 8.5 4.8

Sources : U.K. : "On Measuring Capital”, by T. Barna in 'The Theory of Capital’,
ed. by F. A Lutz and D. C. Hague., London, Macmillan, 1961, p. 94, and
the National Economic Review Germany : A. Lamfalussy, '"The United
Kingdom and the Six’ London, Macmillan, 1963, p. 99.

Note : The period covered for Germany is 1953-60, and for Britain, 1952-57.
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TABLE 4

Output per man-hour and Wage Costs in Industry Index numbers 1953 = 100

1950 51 52 53 54 55 56 5% 58 59 60 61
United Kingdom 1
Production 94 98 95 100 108 114 114 116 114 120 129 130
Employment 98 100 98 100 102 105 105 105 105 105 109 111
Wkg. Hrs. per man 99 99 99 100 101 101 100 99 99 100 103 101
Output pr. man hr, 97 99 98 100 105 108 108 110 110 114 115 116
Earnings 81 88 95 100 106 114 124 131 135 142 154 160
Wage Costs 84 89 97 100 101 106 114 113 13 125 134 138
West Germany
Production T2 85 91 100 112 128 138 147 152 162 180 190
Employment 83 93 96 100 105 114 121 124 130 131 138 143
Wk, hrs. per man 99 99 100 100 100 100 98 93 93 92 96 95
OQOutput pr. man hr. 88 92 94 100 105 112 116 126 127 138 137 140
Earnings 78 89 96 100 103 109 119 133 134 148 165 180
Wage costs 80 97 101 100 97 98 103 107 105 107 120 129
France
Production 89 99 29 100 110 120 133 142 150 152 167 175
Employment 99 103 102 100 100 101 103 106 105 104 106 107
Wkg. hrs. per man 100 101 100 100 101 101 103 103 103 100 105 105
Output pr. man hour 20 95 97 100 108 117 126 130 149 146 150 155
Barnings 80 84 98 100 107 115 124 134 143 157 170 181
Wage costs 89 90 101 100 98 98 99 102 102 108 113 116

Notes : Employment figures for 1950, 1951 and the years after 1957 are of total manufacturing in the three counyries.
Figures of working hours per man and of hourly earnings for the years after 1957 have been adjusted according to 1953.
Output per man-hour has been obtained by deflating production numbers by the index numbers of man-hours worked.
Wage cosys have been arrived at by dividing index numbers of hourly earnings into index numbers of output per man-
hour. Ags these figures have been obtained from various sources, the data for output per man-hour and wage costs must
be considered as approximate only. Sources : ECEEconomic Surveys of Europe in 1957, 1958 and 1961 — Appendix A-6,
table IIT (1957), Appendix A-8, table VII (1958) to le II, chapter I, p. 27 (1961) ; General Statistics, O. E. C. D, Sepiember
1963. Compiled.

1. Earnings are on weekly basis for the years after 1957 and are for manufacturing industry only. Earnings figures
for West Germany and France are on hourly basis.
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TABLE 3

Distribution of labour force by sectors

(as per cent of total labour force)

1954 1957 1980
United Kingdom 100.0 100.0 100.0
Agriculture 4.5 4.2 4.0
Industry 44.3 44.3 41.4
Building 5.7 5.7 6.4
Services 45.5 45.8 48.2
Germany 100.0 100.0 100.0
Agriculture 20.0 17.0 14.4
Industry Building f 46.0 48.3 48.4
Services 34.0 34.7 37.2
France 100.0 100.0 100.0
Agriculture 27.0 25.9 -
Industry 30.0 30.0 e
Building 6.0 6.3 —
Services 37 37.8 —

Sources : ECE, 'Economic Survey of Europe in 1958 and in 1960’ Appendix A-10,
Table VIII and chapter I, p. 10.

T Labour force in building constituted about 6, 7 and 7 per cent of the
total labour force in Germany in the above selected years respectively.
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TABLE 2
Distribution of Gross Domestic Product By Industrial Origin

(as per cent of total demostic product)

United France Germany
Kingdom
Agriculture, forestry,
fishing :
1950 6 15 10
1960 4 10 6
Industry, construction,
public uatilities.
1950 48 47 50
1960 48 46 54
Transports, communica-
tions, services,
1950 46 37 40
1960 48 44 40

Sources : For France and Germany : ECE ’Economic Surveys of FEurope’ and
‘International Financial Statistics.’ For the United Kingdom : 'National
Income and Expenditure’, 1961.
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problems underlying the United Kingdom’s relatively low rate of
growth of output and productivity in the 1950°s are complex, and to
some extent interlocking. The low rate of growth cannot be ascribed
to any inadequacy of overall demand. The problem lay rather in the
fact that, in contrast to what was happening in many continental
countries, exports did not play a major role in the growth process.
The unfavourable export performance of British industry, relative to
France and Germany was attributed to relatively high prices. This latter
was due mainly to increased costs that resulted from persistent infla-
tionary tendencies during most of the post-war years. As a result of
these developments, the aim of economic policy was directed to curb
the inflation so as to a overcome the deficit in the balance of payment.
While the immediate cause of the relative failure of British exports
was the relative high prices, the ultimate cause was the slow growth
of productivity which gave rise to increased prices. The diagram below
gives an overall picture of the impact of high level of prices on the
utilization of inputs and the competitive position in the world market,
which applies greatly to Britain’s case.
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economic policy on industrial investment, the growth of output and
productivity in the UK. and other countries have not been dealt with
in great detail here. We can, however, agrue that exports have played
a determining role in encouraging expansion on the continental
countries while inhibiting it in the case of the UK. The relatively
unfavourable export performance of Britain resulted in a decline in
her share of world manufacturing exports. This decline was due not
only to increased total exports of world manufacturing but also, and
most important, to a fall in Britain’s share by commodity and geogra-
phical area 33. A major explanation of the inadequate increase of
exports is sought in the factors making for exports competitiveness ;
the most important of all lie in the field of costs and prices. The
relatively high costs per unit of output, and hence increased prices of
exports were, in fact, the main factors responsible for Britain’s
relatively poor performance in the exports field, compared with France
and Germany. This is clearly indicated in Tables 5, 8 and 9,

Also it may be added that the fall in Britain’s net receipts from
abroad has been a factor responsible for the relative deterioration of
the balance of payments position 34. Had Britain been able to pay
for her imports and other commitments and had she been able to
gecure a balance in her external account, the process of continuous
expansion would have been maintained and the restrictive policies,
with all their unfavourable consequences, would not have been greatly
needed. This argument seems quite reasonable and, in fact, is more
convincing if Britain’s external record is observed carefully. For
instance, the improvement in the balance of trade in the period 1955-58
was attributed not to a better export performance, it was the result
of stagnation,

It may now be concluded from the above analysis that the

(33) Cf. National KEconomic Development Council, 'BExport Trends’ London
(HMso), 1963,

(34) During the period before the last war Britain used to receive large sums of
net receipts from her investments abroad. These earnings helped greatly to
pay for the deficit in the balance of trade.
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various industrial countries the following is observed. British gross
investment when related to output growth compares less favourably
with other countries. But in net investment, when related to output
growth, a better picture of investment contribution to growth is
observed 31. This leads us to the point that the difference between
gross and net investment of British industry is relatively high compa-
red with that of other industrial countries.  This, in turn, suggests
that a large part of British gross investment may need to be scrapped
and replaced by most up-to-date and more productive equipment.

3. The Impact of Other Factors : Economic Policy and the Balance
of Payments.

The impact of these two related factors, may have worked through
two channels in affecting output and productivity growth of British
industry. On the one hand, it is possible that the level of investment
has been determined directly by the rate of growth of exports ; hence
the slower growth of British exports might have been one of the causes
of the lower rate of capital formation in the UK. relatively to other
countries. The decline of real fixed investment in British industry in
1952 and in 1958, which occurred simultaneously with a slight drop
in exports, makes this argument quite plausible. Germany, and, to
a lesser extent, France, enjoying a relative ease in their external account,
have been able to let home demand expand freely, while the U.K. has
been compelled by the basic weakness of her balance of payments to
break and slow down the continuity of several investment booms since

1950 32,

The impact of the balance of payments and the government

(31) Cf. A. K. Cairncross "The Investment League”, 'Factors in Economic Develop-
ment’, London, 1962, esp. pp. 146-7.

(32) It must be noted that the main difference in external economic policy between
Britain and other continental countries, especially France, was that in the
latter group emphasis on securing continuous growth was the main objective,
while in Britain, a restrictive economic policy was introduced during a
balance of payments crisis. Cf. ECE “Economic Survey of Europe in 1958
Chapter 2, p. 22, Geneva.
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There are statistics of the rate of growth of fixed assets in the manu-
facturing indusiry both in Germany and in the United Kingdom. These
are data used to disprove the argument of Britain’s lagging in the

application of technical progress

Table 6 below shows (a) that gross fixed assets in Britain grew
more slowly, relative to output — than in Germany and (b) that they
grew more slowly than in Germany relative to productivity. This is
just another way of saying that progress in technology and organisation
(substituting capital for labour) has been faster in the United Kingdom
than in Germany ; for the rate of growth of fixed assets is the outcome
of the joint influence of net investment and of the size of the initial
capital stock. Hence, on the assumption that there have been no
diverging changes within manufacturing, progress must have been

slower in Germany than in Britain.

However, we may end this analysis by stating that the growth of
investment has been relatively higher in other countries than in
Britain. This may have been greatly responsible for the differences in
production and productivity rates of growth. Although the trend was
towards deepening the structure of British industry, France’s experience
in this direction suggests that a fuller utilization of British capacities
has not been made. This under-utilization of the productive capaci-
ties restricted productivity and production growth.  The relative
inefficiency of British investment, compared with that of France in
particular may be attributed to many factors. Iirst, the existence of
high margins of unused capacities 39, Second, it is sometimes argued that
Britain has been hampered by the existence of old capacity which
could not be thrown on the scrap heap ; whereas Germany, whose
industrial capacity had been bombed out of existence could start again
from the beginning. This argument, in fact, carries some truth. For
if one looks at some of the figures of gross and net investment In

(30) The existence of unused capacities, as was explained earlier, is attributed to
the shortage of labour and to the deflationary policies pursued by the
government in certain years,
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advantage of technical progress have been a more important influence
on productivity than the slowing down of the rise in capital per worker
in consequence of a rapid rise in employment. This, in fact, has been
the case when the French level of productivity growth is compared with
Germany. Thus, in these terms, the French superiority in raising
productivity (relatively to Germany and the United Kingdom) has
depended less upon the amount of investment per additional worker
employed than upon the level of investment in relation to the total
number of workers employed or to total output 29,

But the relatively higher increases of German industrial output
(relatively to France) and the relatively better performance in both
output and productivity (relatively to the United Kingdom) is in fact
attributed to the great increases in the industrial labour force, which
has been associated with expanded capacities, and to the application
of technologies which has been made possible through this expansio-

nary process.

This analysis seems to suggest that Britain has been lagging
behind Germany and France in the field of technical progress, and this
latter may have been the main factor responsible for the low rate of
productivity growth of British industry relatively to France and
Germany.  This, in fact, may not have been altogther true.  For,
it was argued earlier that Britain’s investment seems to have been
relatively more efficient in raising productivity, relatively to output,
thanp German investment, although of course, German industrial output
and productivity have been increasing at rates higher than in Britain.

(29) The theory of high productivity growth associated with high investment per
employee does not apply when French performance is compared with
Germany. Other factors are. added to the reasoning mentioned above, First,
France had some advantage (relatively to Germany) in the structural
distribution of her economy. In other words, French industry was less
developed than the German industry at the beginning of the period of
comparison. Thus productivity rose most in France which experienced the
largest changes in industrial structure. Secondly France’s industry had some
advantages in being able to make use of some of the unutilised capacities that
existed during the early 1950° s.
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German superiority over Britain to increased labour, which resulted
in the expansion of capacities and hence the latter contributed to both
labour productivity and output, is, in fact, refuted by the French
experience, in which the trend of investment deepening was similar to
the one experienced in Britain.

However, in the first place, it can be argued that the casual relation-
ship between investment and output may have been responsible for
the differences in the productivity performances between France and
Germany, on the one hand, and Britain, on the other hand. This
proves to be true when industrial investment, output and labour
productivity are compared 26.  Higher investment (in the sense of
continuous) means higher capital per worker employed. And as was
revealed by the Economic Survey of Europe in 1958 “indusrial output
has tended to be relatively low in those countries where industrial
investment per employed worker has been low and where this relatively
small input of new capital has not been compensated through a large
rise in employment” 27, Thus, as the level of industrial investment
per worker in the United Kingdom has been less than that in France
and Germany 28, we tend to believe that the slow growth of both
output and productivity in the first country (relatively to others) was
the consequence of low rates of industrial investment per worker
combined with a small increase in employment.

When employment stagnates, a given volume of investment will
raise the amount of capital per worker faster than where employment
rose relatively slowly. It would appear, however, that the wider
opportunities provided by a high level of gross investment for taking

(26) 1In the case of France we are referring to investment of the whole economy.
(27) ECE 1959, Geneva, Chapter 2, p. 26.

(28) According to figures of industrial investment presented in the Economic
Survey of Europe in 1958, the average annual investments in 1953-57 per
employ see in 1953 in dollars at 1954 prices, in France, Germany and the
United Kingdom were about : 600, 625 and 400 respectively. See ibid.
chart 6, p. 37, Chapter II
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employment remained relatively stagnant, productivity mcreased at a
high rate of 5.1% between 1950-61.  Thus, most of the increases in
production were due to increases in labour productivity, i.e. to factors
other than labour.

Since France grew more slowly, in terms of industrial output,
than in Germany but more than in Britain ; and as productivity per
man-hour grew much faster in France (relatively to output) than in
Germany (and, of course, the United Kingdom too) it can be argued
that “investment-productivity” ratio may have been much lower ie.
better, in France than in Britain and even in Germany. Thus, France
has concentrated her capital expenditure on saving labour, rather than
on increasing capacity : a policy which seems quite rational when one
bears in mind the near stagnation in French industrial labour force.
As a result, French investment appears to be relatively efficient in
capital deepening, and relatively inefficient in capital widening,

Now we come to the question of the factors behind the differences
in the efficiencies (or productivity) of investment in the three countries
under comparison. More specifically, why German and French
investment have been more efficient than British investment in raising
industrial labour productivity and output. In fact, it is not an easy
task to give a full account of the reasons responsible for these diffe-
rences between Britain, on the one hand, and France and Germany on
the other hand. The answer becomes more difficult, as French and
German experiences are not on similar lines 25. On the one hand,
if we compare the German industrial trend with that of the United
Kingdom, we find that the first country was able to secure great
increases in industrial employment while in the latter country the
increases were not important. On the other hand, when French
experience is compared with the United Kingdom, the similarities,
concerning the shortage of labour, are very great. Thus to attribute

(25) 'This raises the problem that we cannot draw conclusions applicable to both
countries when compared with the UK.
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industrial investment in Germany and UK. we shall use the figures
calculated by A. Lamfalussy 22, These figures of investment ratios
are for the period between 1953-60. The gross marginal “capital-
output” and the gross “investment productivity” ratios have been
obtained by dividing the appropriate investment ratio by the rate of
growth of output and of labour productivity respectively.

Both ratios of “ capital-output” and “ investment-productivity ”
of British industry were higher than the corresponding German ones.
This means that German investment has been more efficient in raising
output and productivity than in Britain. There is, however, a relative
improvement in the ability of British industrial investment to raise the
productivity of labour (relative to output) than in the case of Germany.
In other words, German investment has been more efficient in raising
output (i.e. expanding capacities) than in increasing productivity of
labour.  This is reflected in the figures which indicate that the
difference between the first ratio was greater than the difference
between the second ratio in the two countries. That is, Britain’s
“capital-output” ratio was more than twice that of Germany, but
“investment-productivity” ratio was less than twice the German one.

The “capital-output” and “investment-productivity” ratios in
Germany and Britain were 1.8, 3.9 for the first, and 3.7, 6.9 for the
second ratio respectively. These figures indicate very clearly the trend
that although German investment has contributed more to output and
productivity relatively to Britain, the efficiency in the first direction
has been more than in the laster 23,

In France, for which figures of industrial investment are mnot
available 24, production increased at an annual rate of 6.4%, and since

(22) ’The United Kingdom and the Six’ London, 1963, Table 17.
(28) For details on the Calculations see Table 7 and the source,

{24) Available figures of investment are only for the whole economy, in this
investment constituted about 17.% during the period 1953 and 1959, while in
the United Kingdom the ratio was 15.0 during the same period,
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productive capacities, i.e. inefficient utilization of existing machinery
and equipment, and owing to the slowing down of industrial growth
in some years, labour productivity did not increase at high rates,
compared with other countries. Hence, it can be argued that labour
has been more efficiently utilized in other countries, especially in the

case of France,

However the inadequate rise in the labour supply cannot be
considered as having been the predominant factor responsible for the
steady shortage of labour which may have prevented British industry
from growing more rapidly; nor would it be right to say that continental
countries have derived a general and systematic advantage over Britain
from a more flexible supply of labour (in the sense of net increases).
The common feature of the growth pattern in France and Germany
relatively to Britain, does not lie in any faster rise of employment ;
it lies in a generally more rapid advance of output per man.

2. The Impact of Investment on the Growth of Industrial Output and
Labour Productivity

The analysis of the impact of investment on output and producti-
vity development will be made by adopting the following procedure.
First, we shall relate investment to output growth, i.e. measure the
“capital-output” ratio. Second, we shall investigate whether investment
has been oriented either towards extending capacity or towards
inereasing the productivity of labour, ie. measure the “investment-
productivity” ratio. In other words, we shall compare the efficiency
of investment in terms of increments to output and increases in output

per man-hour.

Before we begin this analysis two points must be made clear.
First, there are no figures for investment in industry for France. We
shall, instead, use figures of investment ratio of the whole economy.
Second, figures of industrial output and productivity used in the
following analysis are those presented in table 7. As to figures of
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achieved 19,  Statistics tell us only about the net changes in the volume
of employment ; but identical net changes are compatible with diffe-
rences in turnover. Although French industry increased net employment
less rapidly than Britain, it is possible that the greater potential
supply of labour in France has enabled French industry to improve
(relatively to Britain) age structure or the professional training of its
total labour force 20. As regards the potential labour supply it may
also be added that Britain may have been at some disadvantage from
the point of view of the structural distribution of labour force. France
and Germany can draw some labour from agriculture, through the
introduction of more mechanisation or better organisation, while
Britain has reached a stage of much greater structural maturity in the
economy and the distribution of labour force since the early fifties, and
has, therefore, not been able to obtain a significant increase in the
industrial labour force by transfer from agriculture.

However, although the annual rate of employment increase grew
almost twice as fast in Britain as in France, productivity in the first
country turns out to be the lowest among the three countries. These
differences in productivity, especially between France and the UK may
be explained in differences in capacity utilization (or productivity of
labour itself). In other words, the limited supply of labour in France,
and the continuous increases of labour in Germany were utilized in a
more productive way than was experienced in Britain. Moreover, in
the latter country the productive capacity of labour has been greatly
restricted (not efficiently utilized) by the existence of the phenomenon
of labour shortage, which was, in turn, the result of other factors. For
example, more investment in relation to labour will, in general, increase
labour productivity 21, but as a result of the under utilization of

(18) We are referring here to the concept of ‘productive capacity of labour’ which
is the combined result of labour supply and of average labour productivity.
For further detail on this aspect see H. A. Suleiman, op. cit., Section A,
Chapter IV.

(20) Cf. The O.E.C.D. *Econcmic’ Surveys : The United Kingdom’ March 1882,
Paris, esp. p. 15. .

(21) This, it must be noted, can be interpreted in the sense of actual increases in
labour supply. )
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United Kingdom, as a result of this poor performance in the inter-
national market may have resulted in the existence of other secondary
factors that aggravated the industrial position, relatively to other
countries. On the other hand, the impact of investment on producii-
vity differences may throw much light on the aspect of British poor
performance in the industrial field, relatively to Germany and France,

during the period 1950-61.
1. Labour Supply and Industrial Growth

There has been a tendency in the post-war period for the rate of
increase of total output to be relatively high in countries where the
labour force was growing relatively fast ; and, as the German experience
indicates, an ample labour supply has been associated both with more
moderate wage increases and inflationary pressures and with more
favourable balance of payments conditions than was experienced in
countries with tight labour markets, such as in Britain and France.

In fact, the slow increases of industrial output and productivity of
the United Kingdom (relatively to Germany and France) cannot be
explained in differences in the growth of labour supply. For, while the
average cumulative rate of growth of industrial employment has grown
in Britain at an annual rate of 1.1% between 1950-61 it has been
substantially higher than that prevailing in some of the faster growing
countries like France in which the rate of growth of industrial employ-
ment has grown at a rate of only 0.7%, during the same period.

But it is possible to argue that the unfavourable position of the
United Kingdom as regards the potential supply of labour for industry
may have had some influence on the “quality” of labour force employed
in industry. The tight labour market in Britain, that resulted in a
general shortage of labour, and the phenomenon of labour hoarding,
that existed during most of the post-war years, restricted labour
mobility. Hence, the best utilization of labour may not have been
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As a result of these movements in productivity, associated with
continuous increases in the earnings of labour, during most years,
wages cost per unit of output in the U.K. increased at rates higher than
those experienced in other industrial countries. These figures provide
us with one of the explanations of the slow rates of exports of the U.K.
and of the relatively better performance of France and Germany. This
is clearly indicated in Table 5 below.

C. Factors in the International Productivity Differences

Many authors, economists and engineers have studied the factors
governing the total productivity of labour 18. It is not intended to
deal with each of the many factors that have been analysed in these
studies. The aim here is to give a broad outline of the subject, by
emphasising the predominant factors whose development sets in
motion secondary factors, which in turn have a decisive influence at the
level of the firm, but which are themselves determined by the primary

factors at national and community level.

The factors responsible for productivity differences at the inter-
national level or the relatively poor performance of British industry,
may best be discussed in terms of labour supply, growth of investment
and growth of exports. The first factor, labour supply, affects capacity
utilization and this may have been growing more slowly in the United
Kingdom than in other countries. The two other factors are on the
demand side. On the one hand, the low rate of exports growth in the
UK. (relatively to other countries) may have been responsible for the
poor performance of British industry, by not being able to play a
dynamic part in initiating and sustaining industrial growth. Moreover,
the consequences of the restrictive economic policies pursued, in the

(18) Some of these factors and studies have been cited in T. E., Easterfield
'‘Productivity Measurement in Great Britain’, A Survey of Recent Work,
Department of Scientific and Industrial Research, London, 1959. Also
J. H. Dunning, 'American Investment in British Manufacturing Industries!

1958, p. 148.
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increases were : 5.1% and 0.7% in Germany and France respectively.
In Britain the rate of increase was 1.1% between 1950-61. Annual
rates of production, employment and figures of total number of hours
worked in the three countries are shown in Table 1.

(¢) Industrial Productivity

Productivity, output per man-hour, followed, in general, produc-
tion trends in the three countries. Britain with the lowest rate of
annual production growth has also been one with the lowest rate of
productivity growth. The highest rate of productivity growth has been
secured by France (5.1%) followed by Germany, with an annual rate
of 4.3% 17. Yearly movements of industrial productivity also indicate
a similar picture to the one observed in the rates of growth. In Britain
vears of industrial decline were also years in which productivity
remained relatively stagnant. In France, and to a lesser extent, Germany,
relatively high and continuous yearly increases were secured.

TABLE 1
Growth of industrial production, employment and productivity in

industry between 1950 and 1961 per cent per annum

Total
Production Employment number of Productivity
hours worked

United Kingdom 3.0 1.1 1.5 1.6
West Germany 9.2 5.1 4.7 4.3
France 6.4 0.7 1.1 5.1

Source : Table 4 below.

Notes : Total number of hours worked has been obtained by adjusting employ-
ment to changes in number of hours worked per man. The yearly
averages are compound rates.

(17) Highest rates of output growth secured in Germany were not associated with
highest productivity growth. France as shown above had secured the highest
rate of productivity growth even though her production was less than that
of Germany. This aspect will be explained in the following pages,
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tion has increased by less than 40%, while during the same period, the
combined industrial production of the EEC countries has more than
doubled ; the British cumulative annual rate of growth has been
somewhat less than half of that of the community countries 16,

The contrast is more distinct when Britain’s performance is
compared with that of Germany and France. As shown in Table 4,
industrial production in Germany increased by 164% and in France
the increase amounted to 97% ; with eumulative rates of growth of
9.2 and 6.4 per cent per annum respectively. In Britain the annual
rate of growth, over the same period, was only 3%. The lag in the
British performance occurred mainly during three periods : 1950-52,

in 1955-57 and in 1961.

(b) Industrial employment

West Germany enjoyed a great influx of labour, most of it young,
trained and able-bodied and without ties to any particular region of the
country. This influx of labour clearly prevented such strong pressures
towards inflation as were experienced in Britain after the war. France,
on the other hand, achieved rapid increases in production without such
an increase in the labour force. But she enjoyed changes in the
structure of the economy and particularly a potential labour supply in
agriculture, which can be a substitute for an increase in the working
population in providing more labour for industry.  Britain with a
more mature economy, and agriculture already employing only about
4% of the total occupied population, cannot easily compensate for an
almost stationary working population by such large transfers of workers
into the expanding industries,

Figures of industrial employment presented in Table 4 indicate
that while employment in Germany increased by about 70% between
1950 and 1961, and by 11% in Britain, in France the total increase
was only 7% over the same period. The annual rate of employment

(16) A, Lamfabussy, op. cit.,, p. 3.
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and to a greater extent France, still had a larger agriculture in relation
to the size of industry (whether measured by per cent distribution of
output or by the structural distribution of labour force) than the
United Kingdom.

2. Industrial Growth, Employment and Productivity per
man-hour

The most striking feature of industrial development in France and
Germany is that both countries enjoyed, in the 1950’s and early sixties,
a more rapid and continuous growth of production and productivity
than the United Kingdom. Yet, they did so for very different reasons.
In Germany the success has been achieved through following a liberal
policy with its main features of providing incentives to work and
production. The philosophy of the “social market economy” has been
at the centre of the German economic achievement, playing the major
part in the expansion of production and in the maintenance of price
stability. The emphasis has been placed on production first, and only
afterwards on consumption 13, While in France the trend (since the
war) towards planning, which was initiated to answer certain definite
needs specified in the plan, has been the dynamic factor in France’s
industrial achievements 14, As to Britain, the slow rates of growth
of industrial production and productivity have been attributed mainly
to the stop-go-stop policy pursued by the government during some of
the post-war years 15,

(a) Industrial Production

Between 1950 and 1961 the United Kingdom’s industrial produec-

(13) Cf. F. Lutz, “Germany’s Economic Resurgence”, Lloyds Bank Review,
Jan. 1956, pp. 12-27, esp. pp. 17-9.

(14) °’French Economic Planning : Official Papers’, PUBLISHED by the Ffench
Embassy in London,

(15) For a detailed study on this aspect see H. A. Suleiman, 'A survey of the
Factors Affecting British Indusirial Productivity : 1948-61', unpublished
M. A, Thesis, Sheffield University, 1964, Section D, Chapter IV.
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adopted, with some modifications, to suit the British industrial
climate 12,

From the above discussion it may be stated that the really signi-
ficant lessons for economic policy in Britain come not from the United
Sates, but from countries in Western Europe whose economic problems
are much nearer to Britain’s. We suggest, therefore, the selection of a
line of approach which narrows down the scope for our international
productivity study. We shall begin this comparative survey by showing
some of the similarities that exist between Britain, France and Germany.
Then we shall present a short review of the industrial economic history
of the 1950’s, paying particular attention to those periods and countries
which were marked by a clear slack in industrial growth. In other
words, we shall present a contrast study of industrial development
between the countries compared. This historical approach will yield
us some guidance as to what factors or problems can be neglected and
what factors will have to be looked at, as being responsible for the
differences in the productivity performance.

1. Britain as compared with Germany and France

Tables 2 and 3 below indicate some of the similarities and
differences that exist between Britain, France and Germany. They
show the shares of the main sectors of the economy in the value of total
output and labour force. The similarities are more distinct between
Britain and Germany than between Britain and France. While the
West German economy is similar to the British in area, population and
industrial structure, the French economy is in many respects very
different. The land of France is almost twice that of Britain or West
Germany, and in 1954 27% of the occupied population worked on the
land, against 4.5% of the labour force in the United Kingdom.

The chief difference among the three countries is that Germany,

(12) Cf. J. H. Dunning, 'American Investment in British Manufacturing Industries,’
London, 1957. Also, Graham Hutton 'We Too Can Prosper’. G. Britain, 1953.
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comparisons with the United States is that the reasons for U.S. supe-
riority appear to be so much the result of history, and therefore
inevitable, that practical remedies for British inferiority are not easily
envisaged. I'or example the different social values in the United
States, which have contributed so much to the country’s economic
progress, are primarily the result of abundant land and resources and
of a hundred years of free immigration from every part of the world.
On the other hand, if the more immediately relevant facts of the
post-war growth of the American economy in general and industry in
particular are considered, the example of the United States appears to
be not so significant as that of other industrial countries. In the 1950
industrial growth and output per head in the United States grew no
faster than that in the United Kingdom 11. Tt is much more important
to understand why industrial productivity in the United Kingdom
grew much more slowly than it did in the EEC countries as a whole.
and in West Germany and France in particular.

Thus, to look at the experience of the United States as the best
example, in the past at least, and to attempt to tackle internal problems
by same American experience is, in fact, a trend greatly in the mislead-
ing direction and unfavourable conclusions may be arrived at. On
these grounds the Anglo-American productivity teams may be criticised.
For, a misleading impression can easily be given by the reports on
productivity which, naturally enough, bring back a description of the
best rather than submit a balanced appraisal.

We are not suggesting that comparative productivity with the
United States is not significant. There are many fields in which Britain
could gain much from the use of American practice, especially in the
field of management techniques, The existence of dynamic and creative
management and the use of most up-to-date technologies in American
industry can be of real assistance to British industry if they can be

(11) See P. E. P.,, Report, ’Growth in the British Economy’ London, 1960.
Table 4, p. 31,
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tivity to labour and population states that this factor worked more
effectively in other industrial countries than it did in Britain, Britain,
being mainly dependent on international trade in her industrial expan-
sion did not benefit much from the small increases in her population.
And not being able to maintain and expand her export markets (either
because other industrial countries started producing what they used to
import from Britain, or, because other industrial countries — like
Germany, United States and Japan — were competing with Britain in
the world trade) labour increases did not contribute greatly to industrial
expansion.

3. Finally, factors related to the size of industrial firms, quality
of management, size of the market and many other factors related to
the general economic policy, availability of resources, etc., have all
been referred to as being responsible for some of the differences that
existed in the performance of various industrial countries during the
period before the last war.

B. Comparative Productivity During the Period 1950-61

This comparative productivity study will consider Britain and the
European Economic Community (E.E.C.) countries, with special
reference to Germany and France. The United States is excluded
because a comparison of Britain with this country would help us a
little. On the one hand, the superiority of the United States’ produc-
tivity performance over Britain and Continental countries, has been
taken for granted and probably derives in no small part from the
superior wealth of that country0, This greater wealth can be explained
by a variety of historical factors and, particularly in the present

century, by the less unfavourable effects on the American economy of
the two world wars. Perhaps the main drawback, however, in making

{10) Cf. M. Frankel, op. cit.,, 8. Melman, 'Dynamic factors in industrial producti-
vity, 1956 ; Moses Abramorvitz, ’Resource and output trends in the United
States since 1870’, Occasional papers 52, NBER ; E, Rothbarth, ’Causes of the
superior efficiency. of U.S.A., industry as compared with British industry.
E.J. 1946,
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2. The Main Factors Responsible for the Comparative Froductivity
Differences.

Many explanations for the productivity differences that had
existed between Britain and other industrial countries during the period
before 1950 have been made ; but, in fact, are not strongly documented.
This is due mainly to the lack of detailed and comparable statistical
data necessary for such studies. However, studies that seem more
convincing attribute the differences in productivity performances,
between Britain and other industrial countries, to three main groups
of factors.

1. Other industrial countries started their indusirial revolution
after Britain. This gave them advantages of adopiing more up-to-date
machinery (i.e. the use of latest and more productive equipment).
Britain lost some ground in this respect, i.e. her productive efficieney
may have been less, as she had continued using some older techniques.
In other words, although Britain’s industrial structure had been
changing, it was not to an extent that offset the advantages enjoyed by
new industrialising countries,

2. The growth of population and labour force has, in general,
been faster in other countries than the rates of growth in Great Britain.
The impact of this factor on industrial development works in two
directions. On the one hand, population growth increases the demand
for industrial products, and hence provides industry with one of the
factors necessary for their expansion. On the other hand, labour
growth provides industry with one of the factors of production neces-
sary for industrial expansion.

It must be noted that during the period before the last war, labour
supply was not the direct factor responsible for the productivity
differences between Britain and other industrial countries. For extra
labour was available for further industrial expansion in Great Britain,
as the high level of unemployment that existed during the inter-war
period indicated. But the argument that atiributes difference of produc-
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The work of L. Rostas which relates to indices of the physical
volume of annual production per capita, which constitute direct
statistics of productivity, confirms the above statement. These indices,
cited here only to draw a comparison between Great Britain, Germany
and the United States were as follows in 1936-7. 7.

Great Britain : 100
Germany : 107

USA. : 238

Also Marvin Frankel carried out a similar survey, between the
United States and Great Britain, with the help of 1947 and 1948
industrial Censuses in these countries respectively. The result obtained
indicates that the U.S.’s average in relation to Britain (244 with Britain
as 100) was very close to that found by Rostas 8.

Thus, it is not true to argue that it was only during the post-war
period that Britain’s productive performance has been lagging behind
other industrial countries. Britain was first in the industrial revolution,
and was the leading country in the industrial field. But, when other
countries began to industrialise in the late eighteen seventies, and with
the help of continued technological developments (which suited new
industrialising countries better than Britain), signs of the ending of
Britain’s industrial supremacy began to appear. This trend continued
during the inter-war period and during the years from 1950 to 1961 °

(7) It must be noted that there are great variations between one branch of
industry and another. The figures presented above represent the average of
only those fndustries considered by the author. If he had omitted from his
average a sector in which the differences were great, hig differences in weighted
averages would have been lower. It is, moreover, a point worth noting that
some industries can be found in which productivity is high in Britain, than in
the U.B.A.

(8) ’British and American Manufacturing Productivity’, University of Illinois, 1957.
(9) For analysis on the period 1950-61, see Section B.
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following section, the widening gap between the industrial and economic
performance of the United Kingdom and that of other continental
countries (especially those of Germany and France).  The British
performance also compares less favourably with that of the United
States, though the widening of the gap has been less than that observed in
the gap between Britain and other continental countries. In fact, the
poor British industrial performance dates back to the beginning of
this century and in some studies this date goes further back in the past
to the years in the eighteen seventies.

If we look at the figures of industrial production presented in
Professor Arthur Lewis’s Economic Survey 3, one observes a higher
and continuous increase in industrial production of Germany and the
United States during most of the years before the last war. Between
the periods, 1861-65 and 1930-37, industrial production in Britain
increased by about 190%, while in Germany the total increase was
about 400%, and in the United States the increase amounted to about
10 times as much as the level in 1866-74. Although these differences
may be attributed mainly to the fact that the levels of industrial

production in Germany and the United States were very low compared
with that of the United Kingdom at the beginning of the period of
comparison and also to the choice of 1913 as a base ; the fact still
remains that in other countries, export and productivity performances
are more favourable than the United Kingdom’s performance during

this period 6.

(3) See tables in the Appendix to the above survey ; figures for the United States
are for manufacturing industry only.

(6) A number of studies have been introduced in this field. See in particular,
J. H. Dunning and C.J. Thomas, 'British Industry : Change and Development in
the Twentieth Century’, London, 1861, pp. 14-15. Also K. 8. Lomax,
"Production and productivity Movements in the United Kingdom since 1900”,
Journal of Royal Statistical Soclety, Ser. A, Vol. 122, 1959, pp, 192-3 ; W, W.
Rostow, 'British Economy of the 19th Century’. Oxford, 1952, p. 8; W. G
Hoffman 'British Industry, 1700-1960', Oxford 1955 : E. A. G. Robinson, "The
Changing Structure of British Economy”, Economic dJournal, sept. 1954,
pp. 441-61 ; L. Rostas, "Changes in the Productivity of British Industry,
1945-50", Economic Journal, 1952,
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the low income countries.  Britain was able by the end of 1950 to
exceed the pre-war level performances in every respect ; while other
European countries were unable to do so until the end of the first half
of 1950’s. This was mainly due to the fact that the latter countries
suffered more than Britain from the impact of the war. Moreover,
Britain reached a structural maturity in the labour and sectoral distri-
bution of the economy early in the 1950’s ; while other countries have
had more potential in the structural distribution of their economies 4.
Thus Britain’s rate of growth during the 1950’s will definitely be under-
estimated relatively to other industrial countries as a result of the
choice of the year 1950 as a base. To avoid these criticisms, the year
1953 will be more useful than 1950 as a base in the comparative study
between the United Kingdom and other industrial countries, Germany
and France in particular,

The analysis in the following pages is divided into three sections.
First, we start off by briefly describing the main characteristics of
industrial growth in other countries and show how productivity in these
countries compared with that of the United Kingdom during the period
before 1950. In the second section, we shall present the record of
industrial productivity development during the period between 1950
and 1961 and show how the record in other industrial countries
compares with the record achieved in the United Kingdom. In the
third, and final section, we shall deal with the analysis of the factors
responsible for the productivity differences beiween the industrial
countries concerned in this study.

A. The period before 1950
1. Comparative Productivity Growth

One of the most striking facts of Western European econowmic
history during the post-war period has been, as will be shown in the

(4) See Tables 2 and 3.
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of L. Rostas 2 and some few others, it may be said that much more
needs to be done as regards methodology and empirical analysis in this
field. In the absence of direct effective means of measuring produc-
tivity, the indirect measures can be taken as approximate indices of
productivity levels. ~However, even if we agree on problems of
definition and measurement, we still, in the indirect measurements, have
to avoid the innumerable pitfalls of international comparisons proper.
Problems related to the index-number construction, weighting and the
choice of the base year are some of the many examples that may render
such comparative studies less accurate,

 Fortunately, available statistics in industrial countries concerned
in this survey have been redefined, in recent years, in such a way as to
permit meaningful comparisons. Moreover, in recent years, compara-
tive studies at the international level have been introduced and have
contributed greatly to this field (the conclusions drawn from these
studies depend greatly on the method adopted in dealing with the
figures and on the assumptions used).

It has been the trend in some of the post-war comparative produc-
tivity studies to choose the year 1950 as a base 3. The choice of an
earlier year is avoided, as being too close to the end of the war ; this
will underestimate the performance of some countries (especially of
Britain) and over-estimate those of other industrial countries which have
been lagging behind Britain in the early post-war years (Germany is
the obvious case in this respect). The choice of this year as a base has
also been criticised on two grounds. First, 1950 may be regarded as
falling too close to the end of the war. Second, income per head in
the United Kingdom seems to have been higher, even well before the
war, than most continental countries ; this may have involved a
‘natural’ tendency for the United Kingdom to grow more slowly than

(2) L. Rostas, ’Comparative Productivity in British and American Industry’, NIESR,
Occagiohal Papers XIII, Cambridge, 1948,

(3) For further detail on the, choice of this year as a base see A, Lamfalussy
'The United Kingdom and the Six’, London, 1963, pp. 12-26,
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A COMPARATIVE PRODUCTIVITY SURVEY OF SOME
WESTERN EUROPEAN COUNTRIES WITH
SPECIAL EMPHASIS ON BRITAIN

H. A. Suleiman, M.A., Ph.D. *

This is a study in the field of international productivity compari-
sons. It attempts to explain some of the factors responsible for
productivity differences between some of the Western European
countries. It is by no means an extensive one and most of the
information relates to the 1950’s and early sixties ; it was a by-product
of an unpublished study on the factors affecting British industrial
productivity during this period. Emphasis has been placed on
British industrial development in comparison with other developed
countries, in particular France and Germany. However, because of
space limitations no details are given here.

The literature on comparative productivity at the international level
is still limited. Very few comparative surveys have been undertaken
with a view to measuring the differences in the overall productivity of
labour between industrial countries 1.  Great differences exist in
industrial structure and in the composition of production costs to which
may be added difficulties in terminology and statistical evidence, ren-
dering direct measurement on a truly comparative basis an extremely
difficult task. 'With the exception of a few special studies, such as those

(*) Lecturer Department of Economics, Faculty of Economics and Commerce.
University of Libya.

{1) Cf. 'Europe’s Needs and Resources : Trends and Prospects in Eighteen
Countries’, J. Frederic Dewhurst, J. O. Coppock, P. Lamartine Yates and
Associates. (Edited), Twentieth Century Fund, New York, 1961, esp. pp. 762-6.
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is an incentive as well as other preference appeals which are dealt with
in the study.

12. The preference appeal :

The European and American products enjoy a credibility of
endurance, heavy duty, better performance, availability of spare parts
but at a higher price. The Japanese brands are under the impression
that they are fragile, delicate, short-lived and suffering the lack of spare
parts. They enjoy the attractive appearance, colour, fancy accessories.
Price and portability are their main characteristics. Performance is
not always the asset of a Japanese transistor equipment, except for

a few renowned ones,

Now, the mood of acquisition goes to gramophones combined with
radios. The monoral is more popular because of feasability of usage.
Tape-recorders, especially the Cassette type, are on the high wave.

13. Plans to initiate an assembly electronic industry in Libya do
not occur in these days as the country is rather interested in the more
essential industries. The trend towards home appliances industry has
not yet asserted itself.

14. The future of this trade is looked upon with optimism anti-
cipating progress. The general consensus of the interviewed traders
confirms the following tendencies :

1. There is an increasing demand on transistor equipments as a
whole, because of their characteristics.

2. Competition will grow more acute as the market is now over-
crowded with cheap undependable goods.

3. A good future awaits gramophones, tape-recorders and T.V.
sets,

4. With the advent of T.V. transmission, radio sets will suffer a
decrease in demand.

5. Confusion in distribution channels should be stopped by ini-
tiating reliable representation of exporting companies, to adopt policies
regarding consumer prices, after sale service, promotional efforts,
advertising campaigns, corporate image and publicity.
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As for wholesalers and importers, banks extend their facilities with
letters of credits against a rate of interest of 7 1/2%. This system
still satisfies the present needs and no shortcomings are heing felt.

9. After-service :

We have to say that it constitutes a regretful story. Apart form
the agencies, there is no service conducted independently by retailers
or wholesalers or by affiliated repair shops. This is reflected in the
amounts of spare parts imported which do not reach 2 % of the volume
of imported equipment. The fact that repairing a broken down set may
cost as high as its price, diverts the interest of people to ask and insist
on such a service. The survey gives a sad picture of the situation,

As for training of technicians it is completely lacking. It needs
an effort to drive home the concept, the scope, the henefits, the outlines,
and the means of training,

10.  Publicity and Advertising :

There is an absence of advertising consciousness among all parties,
the trader, the user and the media, The sweeping advertising medium
in Libya is the cinema which has superceded the press and posters.
Its effectiveness in Benghazi has been roughly measured. The problem
should be treated at the very source: that is, by the producing companies.
They must supervise their advertising campaigns, whether they are to
create demand, to secure a competitive situation or to retain fame, They
should insist on a budget to be spent whether the market is flourishing
or not. Now it is time to launch campaigns teaching about T.V. sets.

With the exception of agents, the situation is very poor in hoth adver-
tising and promotional efforts,

11.  State of Diffusion :

Really, a transistorised electronic equipment has been propagated
all through the country territories, It cuts a cross-section through
social stratas and cultural levels regardless of geographic conditions or
even material facilities of modern life, It is seen among nomads,
semi-nomads, rural settlers or urban dwellers. The cheapness of price
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by law or agreements but it will grow gradually with the advancement
of education, business, and trading sense. The same phenomenon is
noticed in Aden and Kuwait, Singapore where the wholesaler or the
street vendor try to grab the utmost profit through the utmost turn-over
regardless of the proper elements of merchandising.

7. The retail prices :

No rule governs the indication of prices, the mark up, or the
discounts. There is no uniform price to prevail at all points of the
market. The determination of the price differs at the two ends : the
buyer and the seller, leaving the decision to the power of bargaining.
Demand is strong in Libya, due to the high per capita income and
subsequently the disposable part of it plays a role in unsettling the
situation putting it in favour of the trader and letting him impose
his price.

8. The high season for sales falls in Ramadan, Christmas, and
religious festivals and by the ends of the months. The instalment
system is not adopted. The trader does by no means conceive the idea
at all. He believes when the customer has got the money, he must
come and buy. But crediting part of the price is acceptable depending
on the trust and confidence exchanged. Anyone who is credited feels
it a shame if he does not fulfil his promise. Of course, these are
personal attitudes but this will not act as the power to move goods
from shelves regularly or, if the circumstances are changed, from boom
to recession,

The situation is not so rigid between the wholesalers and retailers.
They may deal through bills which are accepted by banks, this is to be
added to the trust exchanged. As the rate of turn-over under the
present circumstances is quick, every retailer is encouraged in dealing
in this way with a very small proportion of a working capital to
underly his business.  This is a very dangerous situation but it has not
yet undergone a serious recession. Every trader sees his colleagues as
suceessful money-collectors and turn their profits into investment of
houses and other properties.
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2. Certainly, there is confusion in the process of importation
which is utterly not organised with the exception of a few producing
companies who have established their procedure through reliable
agencies. Thus wholesalers deal with general importers against a
commission 1o process their demand.

3. The study shows the growing part of the Japanese exports.
They are at the top in 1967 achieving 80% of the total imports of
radio sets, and gramophones, while they come to the third rank in T.V.
sets. Concerning spare parts, they occupy the third rank, too, but
with valves and tubes, they are the sixth in the list of exporting
countries to Libya.

4. The Law of Commercial Agencies is innocent of the confusion
prevailing in importation and channels of distribution. The confusion
had been existing before the enactment of the law and still is. The
number of foreign firms affected by the law is 13 while the total number
reaches 101. Those were given two years lapse of time to liquidate but
they did so long before the expiry of the time limit.

The fault lies at the very root of the problem and that is the lack
or the absence of adequate representation of the exporting companies.

5. Drain outlets :

A relatively considerable part of the drain whether to U.A.R.,
Algeria, or other countries takes the form of disguised re-exportation
with passengers or as gifts,

6. Distribution structure :

There is no clear cut distinction between the functions of a whole-
saler and a retailer in this field. Most wholesalers have grown with
their business from retailing to wholesaling. Prices may be the same
at the wholesaler and at the retailer but usually a retailer enjoys a
discount. They differ slightly from one market place to another
according to the fashionability of district and rate of expenditure.
Importing agents normally observe the rule of keeping the consumer’s
price at a certain level and they tend never to go below. The whole
distribution structure needs a re-adjustment which cannot be forced
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labour force which would handicap the economic production of such
highly technical apparati. In the study of similar projects, it has been
evident that they will suffer a two edged situation, a limited demand
and a high percentage of a working capital. Haphazard personal
suggestions spring up, now and then, insinuating the initation of
assembly industries such as frigidaires, washing mashines and other
appliances. But they only express some private notions rather than
a response to a national need.

We have also to take into consideration the plans of the govern-
ment to strengthen the present broadcasting transmission to 1,000 K.W.s
to render it clear both inside and outside Libya.

The T.V, service has started on December 24, 1968 with two local
stations covering Benghazi and Tripoli areas and extending to a radius
of 50 kilometres, Then we expect a wide market for T.V. sets ; the
matter that requires bigger efforts from the producing companies to
launch their promotional campaigns. It would be a pity to miss this
opportunity. There are no plans to restrict importation of such com-
modities, but we cannot guarantee the raising of custom duties as a
weapon to limit consumption and encourage savings and investment.
This idea is advocated by some zealous people, not paying attention
to the danger of inflation in a country that has few resources to
develop and cannot absorb the influx of capital.

Summary of the Basic Findings of the Study
Survey items

1. Importation : Really, electronic imports have been soaring
through the three successive years from 1965-67. It arouses surprise
that a country with approximately 332,000 households would import
1,200,000 units of radio sets only. It has been revealed that there are
outlets of drain towards neighbouring countries. But, still, the survey
shows that it is a common practice for every family to have more than
one unit. Both the statistics and interviews about 1968 show there is
a tendency for waiting and relaxing. There is a sense of saturation
reached.
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in demand. Apart from these, present conditions do not favour the
development of industry on a large scale ; most industrial materials
have to be imported and industrial skills have still to be cultivated.

As concerns consumer electronic and electric appliance industry,
it does not come into the foreground of planning. Industrial develop-
ment for the time being deals with those industries that help supplying
the basic needs of consumption and that depend on local resources as
raw material. The second five year plan is still under consideration.
From what has been filtered as news, we understand, interest is being
taken in agricultural industries, mineral ones and petro-chemistry.
It is anticipated that plans for developing industry would go on the
same lines to encourage the above mentioned ones. Building materials,
cement, alluminium fixtures, sanitary installations, electric wiring,
switches, locks, hinges are the next in order of demand. In the speech
from the Throne delivered on the occasion of the fifth session of the
Parliament on November 17, 1968, a paragraph asserts this tendency
saying that “Research was being carried out to improve industrial
output and utilize raw materials. Surveys were also under way to seek
out the country’s potential wealth.”

Besides, we should acknowledge limitations for the initation of
any electronic assembly industry ; first, the small capacity of the
anticipated market due to the light density of population. The present
surge of electronic imports seen during the pasi three years has been
due to the sudden petroleum boom. From our survey we can be sure
to say that the market is about to reach a point of saturation. For the
next few years, demand will grow at a normal pace to supply new
households and replacement for the decayed unmits. This is expected
unless Libya is taken as a depdt for other neighbouring countries.

The second limitation comes from the scarcity of skilled labour
to deal with such delicate equipment which necessitates a high quality
of technical training. Libya will continue for the next few years at
least suffering a shortage in skilled labour to cope with the development
at its present rate.

A third limitation would be the high wages earned now by the
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After-service

Importers differ in extending an after-sale service. Philips, Sony
and National have got workshops for repairing. There are numerous
independent shops that cater for all kinds of brands without speciali-
zation. The problem of repair in Tripoli is not so acute as it is in
Benghazi. Basic spare parts are more available. The consciousness
of maintenance exists among both the trader and the user. Other
services offered include a trifling discount in case of cash payment,
packaging, home delivery, guarantee for periods ranging from two to
six months, supply of primary batteries, installation of equipment.

Conclusion

Greater expectations are associated with the future prospects, The
concensus of traders goes for a steady growth of demand, a shift
towards recorders, gramophones and T.V, sets. T.V. sets will be on
the wave for two or three years to come.

The June war and aftermath caused an urgent, unrelenting increase
in demand that could exhaust all the stocks and inventories of supply-
Prices went up for more than six months. Obsolete types and defected
units moved from shelves into the ownership of users. But with the
advent of 1968 circumstances did not come back to the normal level
but to a certain recession, due to saturation or for reserved precaution.
In the short run, 1969 may prove to be better than last year when
normal and aspiring development prevails.

Industry

The Lybian market is too small and widely dispersed for the
development of such industry.  Quite a wide range of small factory
industries has, nevertheless, been established in the past 16 years based
mainly on the processing of local agricultural products. The majority
of these industries are located in and around the city of Tripoli such
as flour milling, olive oil refining, tobacco and salt, textiles, footwear,
clothing, printing, vehicle repairs, fish processing, soap manufacture,
fruit and vegetable canning, wine and soft drinks, matches.

These industries have expanded in response to the general increase
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Preferences

When we come to the customers’ preferences, here there is a
difference between the two cities. In Tripoli the brand name is
regarded as one of the decisive factors of buying. Long reputation and
efficiency of service inspire confidence in performance.  The price
factor here plays a bigger role. Fanciness of design is another element
in buying decisions. The choice of the consumer is built on several
considerations well-balanced.

Seasonal Fluctuations

The best periods of sales coincide with religious occasions such
as Ramadan, Bayram, Christmas. It is also noticed that radios meet
a heavier demand during the winter season, while gramophones and
cassette recorders enjoy the peak of demand in spring and summer
seasons. T.V. sets go on parallel lines due to the dependability of
weather clearness. T.V. sets receive programs broadcasted by the
American military base at Mellaha, Owners of sets do not have to
install strong antennae as it is the custom in Benghazi.

However, it is anticipated that demand will grow heavier with the
start of the local governmental service.  Originally, the American
programs appeal to foreigners and the cultured minority of Libyans,
but with the initiation of Arabic programs, procurement of T.V. sets
will grow deeper into classes of lower incomes.

Customers' categories

As for customers, Libyans in Tripoli form the best bulk in the pur-
chasing capacity and numbers contradicting with Benghazi which, for
the largest share of distribution, depends on foreign Arabs and
nationals of Communist countries.  The Italian garrison in Tripoli
comes next followed by other foreigners especially the Pakistanis. Then
Tunisians and Moroccans are the least. As Tripoli is the central
residence of many oil companies and ciler economic activities, foreig-
ners of all categories, technicians, labourers, visitors come for a short
stay and form the non-recurrent category of customers.
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Distribution

The market in Tripoli has a rather distinctive feature. Its size,
due to population number is thrice as large. The classical pattern of
distribution channels is more relatively regarded by the licenced
merchants whether wholesalers or retailers. Retailers usually contact
the wholesalers who are tied to sole distributors or agents. Importation
on commission is also practised through experienced agencies. From
the interviews conducted with three agents in Tripoli, we have got the
assurance that they keep direct contacts with the producing companies
in their motherlands. However, the trade, here, had an established
tradition till the June war when an upheaval took place. In Tripoli,
the aftermath of war has been heavily felt, and has extended across a
wider span of time. For instance, twelve firms have been ousted from
the field with the expatriation of their owners. The reconstruction
of such firms took a longer time than expected but still proper repre-
sentation of foreign firms has not yet been resumed as it should be.

Retailing

As for retail prices in Tripoli, they are slightly cheaper than in
Benghazi which is a common feature with other commodities as the
cost of living indices are lower. The final consumers have to pay in
cash for what they buy. Instalment is tolerated to a very limited
extent, crediting is also permitted against bills. Retailers also enjoy
facilities offered by wholesalers through bank services. Discounts run
around 10%. Traders interviewed in Tripoli agree that their market
is rather steady with lower fluctuations and it will continue growing
steadily, The stress will move on from transistor radios to cassette
recorders, gramophones, and T.V, sets, Competition takes an obvious
shape reflected in efforts for promotion, advertising, window display
and customers catering.

Philips’ size of merchandising reaches about 1200 units monthly
while National agency goes for 1,730 units approximately per month.
The frequency of turnover ranges from 3 to 4 times per year.
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last territory may be considered out of the scope of this study as
statistics and findings do not include any effort towards revealing its
characteristics.  'We have concentrated on the two coastal territories
represented by Tripoli and Benghazi in accordance with the scheme of
study and information available,

Market Features of Tripoli

The difference between Tripoli and Benghazi stems at the very
root in geography and history and it extends to different aspects of life,
We do not want to go back into history and show that the two cities
passed through distincive destinies. Still, the present day environment
tries to smoothen them out, bringing the two cities into a homogeneous
pattern.

Tripoli is a larger, more modern city, with a heavier population,
longer contacts with European civilization, closer ties with Malta, Italy
and Spain, and larger garrisons of foreigners. It acts as the centre of
a larger plain studded with villages and towns. It stands on the top
of a road system converging towards east, west and south. But
Benghazi, till a very recent period, has been rather a pure Arab type
of town, which is emerging from the Ninteenth century, recovering
from war disasters, breaking away from tribal traditions, and emerging
out of poverty, ignorance, and isolation. But the change is taking place
so quickly and suddenly that people run aghast breathlessly to catch
the pace of time.

Consumer

Thus, we find the consumer atiitudes differ. The consumer in
Tripoli is more cultured, more sophisticated in his preferences, more
scrupulous in his choices and more particular about his money.
Foreigners, in great number, cast a shadow of a different pattern of
consumption. The consumers of Benghazi act as “nouveaux riches”
buying, acquiring, spending and investing while those of Tripoli act
according to balances of reason, capacity and emotions,
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Most of their displays show the 23" sets.

Concerning tape-recorders, the preference goes for Casette models
as they have recently invaded the market. Transistor tape-recorders
are seen in picnics, camps, parties, cars. They are tempting with their
simplicity of handling, usage, portability and inexpensive price.

The reel drive tape-recorders are not a competitor. They draw
a special strata of consumers who are particular about high quality of
performance in voice aud music. Users buy them to install at home
to enjoy their hobbies. Here the brand image is self-imposed on
certain types. Grundig is on top followed by Philips. Sony enjoys
fame and people buy its units in the belief of strength, sensitivity and
performance but it outweighs its parallels, the general appearance is
less tempting added to the complications of buttons.

Concerning phonographs, the preference goes to the menoral
because of price, complication of installation, and availability of
records themselves, As we have shown, the radio gramophone is taking a
larger part.

Consumer families usually acquire transistor radios first as soon
as an increase of disposable income is felt.  Transistor radios come
first because of their appeal to all ages, the cheapness of their price,
and no danger or technicalities are involved. When more increase of
income happens, then desires go for equipment of more sophistication
and higher price, for example, the gramophone and so on. Competition
with other home electric appliance takes place when prices are close
enough, for example, a T.V. set against a frigidaire or a washing
machine. Here the utility of the commodity is the decisive factor for
preference.

A Tale of Two Markets

At this stage of the study, it would be advisable to stress the fact
that the Libyan market is not one. The same rule goes for any big
country with extensive distances. Really the Kingdom of Libya
consists of three territories — Tripolitania, Cyrenaica and Fezzan. The
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Actual State of Users' Preference

We cannot say that any brand image has already permeated itself.
No consumer has a preconceived idea to insist on buying a certain
brand. When he has decided to buy a set, he usually examines,
compares and then makes his choice taking into consideration factors
such as price, performance, design, and adjustment to purpose.
Boycotting any certain brand was not felt during the crisis of June,
1967, but fear of boyeotting English products prevailed among their
relevant agencies. But other European products such as German,
Dutch, Ttalian, and American goods did not suffer any infliction. The
soaring percentage of Japanese products, 1967, was due to this fear of
boycott if it happened to be exercised by the people. It should be
noted that Japanese transistor radios formed 79% of the total radio
imports. But the first six months of 1968 show a decline in the
amounts of importation from Japan and other countries,

European and American products are associated with characteris-
tics of durability, heavy duty, performance and higher prices. ‘

Japanese brands go for lower prices, and design.  In respect to
design, Japanese brands tend to diversify as they offer multiple sizes,
colours, and outside appearance. Black and nickel are the favourite
combination of eolours among Libyan nationals. It inspires respec-
tability, durability and fashion. Red or blue appeal to young buyers.

Concerning radio sets, the most popular items are those of medium
size of two bands (M.W. and S.W.). This type’s appeal to consumers
depends on portability and possibility of getting local and foreign
broadcasting for news and songs. The popular number of transistors is
8 which exceeds other categories of more or less number. It enjoys a
moderate grade of weight, and less complication.

The most popular size of T.V. sets is 23 inches. It is bought
through the belief that it gives a betier and bigger picture, regardless of
the space available, It also springs from instincts of pride and
boasting. Retailers confirm this preference and they act accordingly.
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per year, 124 middle class families with an income ranging between
£ 1,200 and £ 5,000 and the number of 10 families with an income
lower than £ 1,200. We have taken as criterion the sum of £ 258, the
per capita income as calculated by the Ministry of Economy and Trade.

We have come to the following deductions :
The 160 families own 732 Electronic units,

150 » » 303 transistor radios.

108 » » 166 Electric radios.
69 » » 75 Transistor gramophones,
51 » » 55 Electric gramophones.
33 » » 36 Transistor tape-recorders.
52 » » 56 Electric tape-recorders.
37 » » 40 Electric T.V. sets.

1 family owns 1 transistor T.V. set.

Total : 160 families own 732 electrenic units with an average
of 4.5 units per family,

It is obvious that tramsistor radios are far ahead of the electric
ones. The same goes for gramophones. But when we come to tape-
recorders, electric ones precede. Then with T.V. sets, electric ones are
the most accepted. It is also clear that some families own more than
one unit, l

1. No family does nat own one sort or another of electronic units.
Of Ten families, each owns one transistor radio only.
Two families own one electric radio each,
26 families own more than 7 electronic units each.

2
3
4
5. Two families own 13 units each,
6. Four families own ten units each.
7

One family owns three T.V. sets.
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themselves. The widest circulation is 3,000 copies per day for only
one of the 10 papers issued in Libya. Neither the trader nor the
consumer holds a high opinion of the press as an advertising medium.
There is no advertising service on the radio. Nobody knows whether
the T.V. transmission would give any room for advertising. Posters
are very weak due to the lack of the art of design of ads.

Thus we come to the predominance of the cinema media for both
durables and non-durables. The audience is a cross-section of the
society as a whole regardless of sex, education, income or language.

Second to the cinema, are folders and catalogues introducing new
models. They are usually provided by the producing companies, in
English, Arabic or German. The retailers enjoy distributing them as
they cost them nothing. No other effort of promotion is given.
Concerning television sets, before the inauguration of the Libyan service
there were very few efforts to launch the sales. These efforts sprang
from some retailers who tried to attract new buyers, but not sponsored
by the exporting companies. There was a lag in marketing T.V. sets
due to a rumour that the government had been about to issue a law
exempting them from custom duties for a period of five years. This
rumour caused hesitation among traders or consumers to make their
decisions. Finally, this rumour has become a fact, taxing them 5%

instead of 30%.

State of Diffusion

It has been suggested to reach an estimate of diffusion through
either of the following methods :

1. By calculating the cumulative total of imports and substracting
the flow of smuggled products as it has been computed previously.

2. By studying the state of diffusion among households socio-
economically rated. In this respect a survey of 160 households has
been completed random.

The survey included 26 families of high income exceeding £ 5,000
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Spare parts are really scarce, especially for Japanese goods. This

is reflected in the amounts of spare parts imported in proportion to the
apparati which hardly reach 2%,

Publicity, Advertising Media and Sales Promotion

Advertising in this country is poorly considered due to two main
reasons : (1) a lack of advertising consciousness among the trader,
the consumer, and the advertising media : (2) the market is flourish-
ing with demand ; anything goes regardless of competition. The agent,
the wholesaler, or the retailer asks himself why he should advertise as

long as his goods do not stagnate on the shelves. It is a seller’s market
with all its features,

Of course, producing companies, especially the European ones
insist upon a certain budget for advertising financed by the agents.
That is why we do not find any advertising activity outside the sphere
of agencies. In spite of this obligation, the budgets are very poor.

Philips £ 400
Libelco £ 360
{German brands) —
Ghoneim (Pye) £ 140
Sony £ 150

The most effective advertising medium is the cinema (strips, slides,
of films). The material is supplied by producers.  Cinema houses
charge £ 7 per week for every film of two minutes.

The audience reached in Benghazi is about 10,000 persons per day,
calculated as follows :

5,000 chairs in 10 cinema houses X 2 performances a day =

10,000.

The press readership is very limited, due to illiteracy, the isolation
of women from public life, and the weakness of the press facilities
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that provide such services against an interest of 71/5%.

3. Retailers tend to buy their supplies in cash or on credit but
not in regular instalments. They undersign bills or even deal without
bills according to the relationship with the wholesaler. We cannot
say that they keep stock to make ratio possible between selling and
requisition as long as demand is strong and does not permit long range
stocking,

Comment : the concept of instalment in Libya is not adopted
starting from the consumer back to the retailer and the wholesaler. It
may be due to the absence of financing companies, or due to the surplus
flow of money. But crediting part of the price is tolerated, and it is
understood that funds credited can be easily collected.

After service

Retailers do not give any guarantee for any sort of equipment.
Only agents when selling to general users grant a period of guarantee
ranging from six months to one year. In this case they offer service
to put right any set, free of charge, if it breaks down for any technical
reason during the first two months. They keep a private workshop
attached to their business and it is restricted only to their brands.
When any item of their brand goes wrong they charge fees against
labour and spare parts. Six agents with whom we conducted interviews
confirmed their ownership of workshops. The service practised by
most of the retailers is to give, free of charge, batteries needed,
installation, testing, despatch, guidance, and available spare parts
against price.

Concerning training of technicians, it is drastically lacking either on
the public or private sectors.  Thus, we cannot provide any details
about training : its scope, outline, characteristics, programmes, or
source of funds. They tend to employ technicians to carry on the job
of repairing. In all of the six workshops in Benghazi there are ten
technicians of whom two are of Libyan nationality. There are many
other private workshops which do not specialize in a certain brand ;
their perfomance is not dependable. '
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5. Gramophone (Transistor) £ 5-25
6. Gramophone (Electric) £ 855
7. Gramophone-Radio (Transistor) £ 12—25
8. Car gramophone | £ 16—25
9. Recorders transistor £ 5—12

10. Recorders transistor (Cassette) £ 2225

11. Recorders Electric £ 24-120

12. Tape-recorders for cars £ 20—35

13. T.V, sets (transistor 19”) £ 50—60

14. T.V. sets (Electric 197-23") £ 60 -140

To reach the cost price, we have to deduct the profit margin for
both the wholesaler and the retailer and the custom duties plus the
expenses of clearing and forwarding.

Actual State of Financing

1. Importers : the rule is to effect payments according to
Proforma invoices by L.C. through Banks. When confidence is
established, two other steps can be followed. (1) to pay D.S.D. against
documents ; (2) with more transactions and niore confidence, terms
may go for payment within 90 days. Of course, banks in Libya are
willing to encourage traders by granting credits against guarantee. It
is the general policy of the government to make fluent money easy.

The same rule applies to wholesalers when engaged in importation.

2. Financing institutions : in Libya, it is only Commercial Banks
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The structure of prices is formed along the following procedure.
Purchase prices of Benghazi vary a great deal according to brands,
country of exportation, sizes, bands, type of manufacture, eleciric or
transistor, and cost of transportation. We have found that a number
of details are to be considered, But the custom taxes that are to be added
are as follows :

Custom duties

Radio 20% of Cif value
Recorders 35% of Cif value
Gramophones : 30% of Cif value
T.V. sets 5% of Cif value

Plus 5% of the duties imposed are collected for benevolence
purposes, plus another 5% of the duties to be charged by the municipal
authorities. Then a surtax of 3/1000 for amounts exceeding one
thousand. Then clearing and forwarding is taken care of. The profit
margin for the retailer averages from 25 to 30%.

1-5 Retail Prices for Consumers (Benghazi).
1. Transistor radio

Pocket size
one band

£ 1.75—2.50

]

}

J

2. Transistor radio )
Medium size v £ 3—12

Two bands )

]

r

J

3. Transistor radio
Portable size

Three bands

4. Electric radio £ 25—30
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those are free to contend with a part of the discount. That is why we
find different prices for the same item.

Wholesaling

It is true that wholesalers are selling to both retailers and general
users, but the proportion is about 8 to 2. Reasonably, the prices are
not the samme. The mark up for the retailer is 10% while it is 35%
for the general user in case of buying from a wholesaler, leaving the
difference as a margin of profit for the retailer.

Of course, a retail price is maintained in transactions with retailers
plus a quantity discount ranging hetween 1 and 2%.

Retailing

Our survey in Benghazi shows that there are about thirty retailers
of whom twenty deal with electronics as well as other electric applian-
ces. There are also about twenty stall vendors. We have conducted
interviews with three retailers and five stall vendors. This is to be
added to the wholesalers and agents who sell directly to general users.

Actual state of Retail prices :

1. Prices are generally indicated and they usually tend to
maintain a uniform level, but we have to admit certain differences
between traders according to the cost of merchandising,

2. Very small percentage of discount is given to consumers. It
depends on the power of bargaining and it ranges between 1 and 5%
at most,

3. Primarily, the system of instalment to consumers is not
acknowledged. So there are no price charts to this effect to be given
and we cannot give a model example. But, crediting is accepted in a
very narrow limit according to confidence and friendship.
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But, still, estimates for the figures do not point to a solution as they
run around 100,000 units and the question is still standing : Is it
reasonable for a country with 331,990 households to buy 1,217,926
radio units within three years ? The answer came with our consumer
survey of a sample of 160 households, where we found that it was a
common practice for a family to own a unit for every member and to
see that even workshops, labourers and street workers, shopkeepers,
street vendors all put on their radios while working or having tea.
Maintenance is neglected ; whenever a receiver goes wrong, it is thrown
away and a substitute is procured.

Distribution Structure

Is there a confusion in the distribution structure ? Our survey
confirms this feature. We have conducted interviews with six agents out
of seven, five wholesalers out of seven, thirteen retailers out of 30, and
5 street vendors out of 20. Concerning the agencies, there is only one
that deals exclusively with Japanese goods, that is Sony. 'fhe Libyan
Elecironics Company (Libelco) has given up its agency for the National
Group. Every wholesaler has the freedom to import any brand.

It is also true, that wholesalers do not rvefrainu from selling directd

to consumers.

This confusion had been prevailing even before the enactment of
the Commercial Agency Law in July, 1967. The Law has only affected
thirteen out of 101 importers in the whole of Libya. It is to be noted
that most of the importation goes through commission agents. It seems
that a new approach is required to have competent representation of
foreign firms, complete supervision of prices, services, provision of
spare parts, advertising and promotion strategies. We feel that with
such saturation and with the advent of T.V. transmission, accompanied
by inadequate services, it needs quite an effort to put the channels of
distrilution in order. This we have to point a finger to. As for
prices, wholesalers or agents give retailers a discount (mark down) but
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the Communist countries : Yugoslavia, Bulgaria, Poland and Czeckos-
lovakia,

Heavy traffic between Libya and Egypt is exercised by passengers
of Loth countries. Here we can trace the human carriers of quantities
that amount to an estimated figure of 60,000 units,

As concerns the Western Libyan border, the traffic is not so heavy.
The Tunisian authorities are rather rigid. But towards the southern
borders with Algiers, it is not heavily guarded, so quantities are carried
towards the cases on the borders where they disappear into various
outlets. Estimates of drainage through this outlet amount to 27,000
units,

A third cutlet is towards Chad and Niger. Here we have to adimit
that the Fezzan territory is closely in contact with these itwo couniries
by eamel caravans. Borders are not regarded by these caravans, Even
the statistics of the Foreign Trade do not show the movements
of goods to or from Iezzan. Chad and Niger have no coasts and
the nearest ports to them are the Libyan ones on the Mediterranean
Sea. Here is an outlet that cannot he guaged, except through mere
guesswork, by cstimation of population, income, state of culture and
¢0 on. It neods, too, a survey in Fezzan itself to get an estimate
of drain,

A foneth outlet has appeared in the recent times through the
Eastern Furopean Communist companies which have taken an increasing
part in consiruetion in Libya. They could succeed in getting heavy
tenders for roads, hospitals, housing, goverument offices and university
campuses. It is estimuted 10 have about 2600 nationals belonging to
Yugoslavia, Bulgaria, Poland and Czeckeslovakia working as techni-
cians, administrators, doctors, labourers, of cvery metier.  the form
the second hest buyers of electronic equipment, as our survey shows,
especially during the Christmas and New Year occasions,
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mentioned above. The Japanese imports here represent only 16.8%
of the total imports in 1967.

We cannot disregard the importation of primary batteries in
dealing with electronic equipment as it is a derived demand that shows
the degree of use and the extent of acquisition. According to the
statistics, we find out that U.K. comes at the top followed by Japan,
then West Germany, Italy and Singapore. British batteries manufactu-
ring companies keep hammering advertising their products.

In this respect we have to note that a local plant is under construc-
tion and is supposed to supply a large part of consumpiion.

Outlets of Re-exportation

This synopsis gives a bird’s view of the quantities snd value of
the four items but the question arises “Does Libya really absorb them ?
Has it a market capacity as big as that ?”,

The total of radio imports since 1965 up till June, 1968 went up
to 1,217,926 units. The fact that means that each of the 331,990
households owns an average of three units.  This, of course, arouses
our curiosity. Then we have to see if there are any outlets of drain.

By examining re-expertation and with: reference to foreign trade
statistics, it has been found that it constitutes very negligible amounts
that do not exceed £ 2000 at maximum for any of the years covered by
the survey. The countries that receive re-exported equipment are, as
a rule, Algeria, Chad, Niger and the Sudan. So we did not bother about
details of official re-exporation.

In this respect, we have come to the conclusion that there must be
some sort of disguised re-exportation which does not appear in statistics.
It goes in four direction ; the first to U.A.R., the second to Tunis and
Algeria, the third towards south to Chad and Niger and the fourth to
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the quantities imported are rather small.  This has been due to the
absence of local transmission up till December 24, 1968 when the local
T.V. transmission started. Previously, installing a T.V. set called for
a very strong antenna which usually cost £ 100 added to and in some
cases exceeded the price of the set, to make it ready to receive foreign
transmissions from Italy, Malta, Greece and U.A.R. In such circums-
tances, buying T.V, sets was confined to the very well-to-do strata.
But with the introduction of local services in both Benghazi and Tripoli,
this difficulty is eliminated. Thus, a wider market for T.V, sets is
anticipated. Competition will grow between different brands belonging
to different countries.

In the importation of T.V. sets we find that West German and
Italian products come before the Japanese ones, then U.K. and U.S.A.
follow. Holland does not occupy a steady position while Japanese
exports represent only a proportion of 11.3% of the total of imports

of 1967,

It is imperative to cast a look at the imports of spare parts, valves
and tubes. According to the classifications of the Customs Administ-
ration, we find them counted in two separate categories ; valves and
tubes and spare parts for gramophones and recorders. The
quantity is in kilogrammes and the value in Libyan pounds.

As for valves and tubes, we find Japanese goods fall rather back
in the list preceded by West Germany, UK., U.S.A., Italy and Holland.
The Japanese quantities are rather trifling. This may be atiributed to
two factors ; one is the lack of repairing services and the other is the
public conviction that it is cheaper to buy a new unit than to repair
a broken-down one. The Japanese share is about 1% of the total
importation of this item in 1967,

But as regards spare parts for gramophones and tape-recorders,
the quantities in general are far too small in proportion to the quantities
of equipment imported. This is also due to the same two factors
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preserved this rank along the years, and it is of special interest to note
that imports from Japan in 1967 have reached a proportion of 79%
out of the total of imports by value, THolland and Hong Kong
exchange the second and third ranks with a great distance between
them and Japan. Titaly and West Germany follow and are siill
exchanging their ranks in the import volume.

If we look carefully into the 1968 figures which cover six months
only up to June, they may show an apparent decline in importation, but
it is premature to issue any judgement at this early stage,

Gramophones

As regards gramphones and tape-recorders, the same conelusion
applies. Japan comes at the top with a proportion of 38.4% of the
total value imported in 1967. It is a pity that the official statistics do
not distinguish between radio only and radio-gramophoenes in combined
units or classify them into electrical and transistor. They are shown
under one code number, but from the interviews which took place with
both consumers and retailers, we find that the combined units have a
greater appeal for all generations. They may form a proportion of
3 to 4 apparti to every 10 radios. Following Japan in the list, come
Holland and West Germany. Then comes Italy and here appear two
other countries in this field, namely, U.S.A. and UK. with small

amounts,

We assume that the majority of Dutch and German imports are
electrical equipment because of the general corporate images of
Philips, Grundig, Blaupunkt, Telefunken and other brands.

Our study among consumers shows the overwhelming preference
fro trausistors to electrical equipment. But still, a growing demand
on the radio-gramophone sets is anticipaied since the market of radios
has been saturated in the past few years.

When we come to the next item, which is T.V, sets, we find that
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These interacting factors set the stage for our research work in
this market study. We have got a little bit familiar with the back-
ground that would serve to draw the picture.

Importation

The following tables show the amount of importation of electronic
equipment covering the period from 1965 up to June, 1968. - Please
note that figures for 1968 are covering the first six months only. *

Summary of Importation of Electronic Equipment

£ 1965 £ 1966 £ 1967 £ 1968
6 months
Radio sets 974,111 1,245,414 1,762,148 519,536

Gramophones &
Tape recorders 101,421 151,471 252,306 99,833

T.V. Sets 86,284 243,861 207,345 27,808
Spare Parts
Radios 3,552 3,601 14,800 1.260
Gram. & Tape- 3,552 3,601 14,800 1,260
Recorders 3,552 3,601 14.800 1,260
Valves-Tubes 16,703 52,843 68,046 11,349

Batteries 339,446 306,197 366,870 176,999

Radio Sets

According to foreign trade siatistics we see that Japan coms at the
top of the exporting countries with a lion’s share of the total. Tt has

(*) Foreign Trade Statistics, Years 1965, 1966, 1967, 1968. Minisyry of Finance.
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Type No. of households
Villas or flats 15,316
Native houses 171,797
Shanties 70,242
Tents 65,545
Caves in mountains 11,186
Not stated 2,131
Total : 331,990

If we group the first two types which have access to electricity, we
find that the number reaches 187,113 households which is more than
567 while the other types, totalling 144,877, would be deprived of
electric facilities, Thus transistor gadgets may cut across all types of
housing while the electric ones have to be restricted to the availability
of electric power. The number of tent households (65,545) corres-
ponds very closely to the number of nomadic and semi nomadic house-

holds (68,158).

Another criterion to guage the extent of urbanisation is the number
of new construction licences issued by the municipality authorities as
appears from the following table.

Licences for New Buildings (Benghazi)

Type of Licence 1965 1966
Flat 209 1,053
Villa 23 235
House 514 1,588

Total : 766 2,876
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Type of settlement No. of houschols
Settled 259,126
Nomadic | 37,988
Semi-Nomadie 36,170
Not stated 4.706
Total : 331,990

About 80% of the population are classified as settled, 11% as
seminomads and 9% as nomads.

It would probably he true to say that 25-30% of the total popula-
tion are town dwellers and that 45-50% are setiled in rural areas, the
remaining 20% are nomads and semi-nomads.

There appears to be a gradual but fairly steady shift away from
nomadic life to the town life.

This classification shows that the settled households represent the
majority which usually buys the durable goods. The tramsistor radio
has found itz way into the propriety of the mobile households as well,
taking the privilage of its cheapness, smallness of size and portability.
Actually, the transistor radio has brought peoples of pastures and
deserts into the world community sharing news, views, songs and social
relationships. It has expanded the horizon of life for the nomad and
his family.

Housing

The 1964 census shows the following types of housing divided by
households, as follows :
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Toetal Populaticn

In a decade, namely from 1945 to 1964, the total population of
Libya increased by 470,510 from 1,088,889 to 1,564,369. This was an

increase of 43.7%, at an average annual compound rate of 3.6%.

If we go into details by region, we see that Tripolitania has
increased by 295,751 from 738,338 to 1,034,089 at a percentage of 39.4,
while Cyrenaica’a population has grown by 159,718 from 291,236 to
458,954 at a percentage of 54.8. The third region, Fezzan, has grown
by 20,011 from 59,315 to 79,326 at a rate of 25.8%.

Number of Heouseholds

The number of households in Libya increased by 91,441 from
240,549 to 331,990 at a perceniage of 27.5. Since this increase is less
than the population growth of 43.7%, it seems that there has been an
increase in the number per household from an average of 4.5 in 1954
to 4.7 persons in 1964,

The number of households in Tripoletania is 224,099

The number of households in Cyrenaica is 89,973

The number of households in Fezzan is 17,918
Total : 331,990
Settlement

It might be of use 10 know the type of settlement prevailing as it
hus to be taken into consideration in studying the market capacity for
clectronics.  We see the following statistics :
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for settled cultivation. Even so, on the basis of the existing population
this would provide nearly 1 1/, hectares of cultivable land per inhabi-
tant, which is a good deal more than is at present being cultivated in
most Middle East countries.  Agriculture and animal hushandry
always have been, and must clearly continue to be, one of the mains-
tays of the Libyan economy.

Only about 0.4 per cent of this country is at present under siatic
farming, while a further proportion is used for shifting cultivation,
grazing and forestry. Apart from the desert oases the present paitern
of land use is largely dictated by the rainfall.

Most of the cultivated land is located in four main areas :
1. The coast of Tripolitania and Gefara plain.
2. The edge of the ‘plateau surrounding the Gefara plain.
4. 'The Barce plain (close to the Cyrenaica coast),

4. The Cyrenaica highlands, the Gebel El-Akdar (The Green

Mountain),

Although Libya is the fourth largest country in Africa, its present
population is only about 1.6 million*. The population is heavily
concentrated near the Mediterranean coast, two thirds living within a
radius of 200 kilometers from Tripoli and one quarter in the coastal
zone of Cyrenaica. The rest of Libya consists of almost entirely
desert, and habilitation is confined to widely scattered oases which
support a population of about 100,000 in all. The settled areas of
Tripolitania and Cyrenaica are separated by an extensive desert.
Fortunately, that desert, in its silent vastness, is now the source of
Libya’s wealth of petroleum.

(*) 1964 Census, Missistry of National Economy, Tripoli.
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Procedure

We have studied the market in two steps : the first is to follow
its development through the time chain of importation, as there is no
national industry that interferes with importation to meet the national
demand.

We have started with an introduction dealing with some geogra-
phical facts and some features of the population, settlement and housing
to give an idea of the consuming groups.

Then, the second step followed to get a realistic picture of the
market through two pilot surveys : one among traders and the other
among a sample of users.

We have come to a very important fact that there are two distine-
tive markets ; one is based around Tripoli and the other around
Benghazi. It is a pity that our study does not include the third
territory of the country, namely, Fezzan because of the lack of relevant
statistics and information.

Finally, we have reached certain findings corresponding to the
different features of the Libyan market for consumer electronic
equipment,

Geograhhicql Facts

The Kingdem of Libya, consisting of the three territories Tripoli-
tania, Cyrenaica and Fezzan, came into being on December 24, 1951,
following a decision by the United Nations.

Libya has a land area of 1,760,000 square kilometers, but owing
to the lack of water no more than 5 — 10 per cent of this can be put to
economic use and possibly not more than about 1 per cent is suitable



A MARKET STUDY ON CONSUMER ELECTRONIC
EQUIPMENT IN LIBYA

Dr. Aly R. Ansary*
and Mr. Abdallah El Abboud**

Objectives of Study

This study has been carried out to reach a real picture of the
Libyan market for electronic equipment. Ii is interesting to see the
growth of importation that has taken place in the electronic equipment
as a reflection of the developing situation of the Kingdom of Libya,

It is more interesting to know that there is approximately sne unit
for every individual among the Libyan population, a ratio which is
rarely found even among the most prosperous nations. Certain
questions impose themselves on the scene. Is this assumption true? Is it
possible that every inhabitant may possess one or another of electronic
equipment ? Has the market reached any point of saturation ? What
developments are expected in this trade ? We see these articles sold
even by street vendors and hawkers : what then is the pattern of
prices ? What is the structure of distribution ?  Such questions
aroused the interest to undertake such a study to find answers.

Another incentive encouraged us. In our market courses,
we get refuge in case studies compiled in foreign countries or
dealing with other Arab countries despite the differences of environ-
ment, problems and solutions. We have assumed to provide a trial in
this field based on the available information,

(*)  Professor of marketing and advertising, Faculty of Economics and Commerce,
University of Libya, Benghazi.
(**) Mr. Abboud, Ministry of Youth and Sports, Benghazi.
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