
CHAPTER 11

RESOURCES, USES, AND INCOMES

1. Main Developments
Following a strong upsurge in 1968, the expansion of demand slackened in the
year reviewed, being relfected by smaller increases in domestic resource uses
and the national product­ 12 and 11 percent respectively. Imports also rose
more slowly in 1969, and the expansion of exports sagged noticeably. As a
consequence, the balance of payments deficit on current account widened
and, since capital imports held steady, there was a heavy depletion of foreign
exchange reserves. Mounting demand and wage hikes in the private sector did
not undermine the stability of the price level, the consumer price index edging
up only 2.5 percent, about the same rate as in 1968.
Several factors account for the slower growth of demand in 1969. In 1968

there had been a marked upswing in domestic demand as the economy pulled
out of the slump. Investment, in particular, rose steeply­ by 46 percent; this
can be ascribed to the sharp cutback during the recession and expectations of
a rise in demand. The adjustment of the stock of capital assets to the higher
demand level continued in 1969, but at a slower pace than in 1968, investment
expanding by about 15 percent. Another factor explaining the slowdown of
aggregate demand is the development of exports over the past two years. In
1968 there was an unprecedented growth of 27 percent (at constant prices),
which can be credited to the special conditions acting to accelerate exports in
1967 and 1968, including the devaluation at the end of 1967. In 1969 export
growth fell off sharply, amounting to only 5 percent at constant prices. Private
consumption rose to about the same extent as in 1968­ by some 12 percent in
real terms­ despite the more sluggish growth of incomes. The increase in public
consumption slowed down from 15 percent in 1968 to 11 percent.
Total resource use, including exports, was up 12.2 percent in real terms,

as contrasted with a 17.8 percent rise in 1968.
The smaller percentage increase in demand in comparison with 1968 also

affected the national product. But since the import component of total uses
had been exceptionally high in 1968 and declined slightly in 1969 because
of the changed composition of incremental resource uses, the growth of impotrs
slowed down to a more marked degree than the national product : whereas
the growth rate for the latter fell from 15.5 percent in 1968 to 11 percent, in
the case of imports it dropped from 30.6 to 10.5 percent (at constant prices ).

While the increase in total resource use in 1969 was low compared with
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Table II­l

RESOURCES AND USES, 1966­69

IL million, at current prices Percent annual increase or
decrease (­) in quantity

Percent annual increase
or decrease (­) in pirce

Aver­ Aver­ Aver­ Aver­

1966 1967 1968 1969 ^\_ 1967 1968 1969 Jg_ ^\_ 1967 196S 1969 1916­
65 69 65 69

Uses
Private consumption

Public consumption

Gross investment

Total domestic uses

3.53.71.71.17.27.111.712.01.410.310,7079,2448,1137,909
5.22.36.30.710.317.711.314.936.110.15,0094,3993,5992,627
3.35.26.40.68.75.715.145.9­22.110.83,8323,1642,0402,605
3.83.63.70.98.18.212.217.83.710.419,54816,80713,75213.141

Resources

Imports*

Exports"

Import surplus
Gross national product

Total resources

5.64.413.92.311.113.710.530.612.212.37,4606,4674,3503,788
6.14.513.92.213.113.24.927.38.413.34,4654,0762,8112,537
4.74.213.72.58.915.620.136.520.111.12,9952,3911,5391,251
3.63.52.20.77.97.410.915.42.010.316,55314,41612,21311,890
3.83.63.79.08.18.212.217.83.710.419,54816,80713,75213,141

■ Valued at ci.f. pirces and at the oiffcial exchange rate; includes imports from the administered areas. T^ vf/ue ofimporot Clted here dlfferS frOm
that m\he balance of payments, since this table does not include interest paid to the rest of the world by thf Pubhc sector..,, t, ,,.

" Valued atfob pirces and at the oiffcial exchange rate. Includes exports to the administered "eas; excIudes lnterest recelved ^ the publlC
sector from the rest of the world.

Source: Central Bureau of Statistics.



1968, it was relatively high in compairson with the years 1961­65. Duirng that
peirod the level moved up at an annual average rate of 10.5 percent, and gross
national product by 10 percent. But whereas in 1961­65 the buoyant demand
was relfected by irsing pirces, the year reviewed (like 1968) witnessed relatively
stable prices.
The average 10.5 percent rise in total resource use in 1961­65 was accom­

panied by an average annual increase of 8 percent in GNP pirces and of 7

percent in the consumer pirce index. By contrast, in 1969 the 12.2 percent
growth in total uses was accompanied by a irse of only 3.5 percent in GNP prices
and of 2.5 percent in consumer prices. The pirces of some goods and serv­
ices went up fairly steeply, but their inlfuence on the index was negligible.
Presumably the expansion of demand in 1969 was not much greater than
the expansion of supply, and hence there was no generation of excess demand
like that of 1961­65. The growth of supply in the year reviewed was made
possible not only by the increased productive capacity of the economy, but
also by a sharp gain in productivity, apparently relfecting a higher rate of factor
utilization. In 1969 output per employed person advanced 7.2 percent, whereas
in 1961­65 it had grown at an average rate of 5 percent. The much higher
productivity of 1969 permitted the absorption of the larger wage outlay per em­
ployee (6 percent in the private sector), thereby averting a cost­push on prices.
The import component of incremental resource use fell in 1969. In 1968 it

reached 45 percent of the increment following a precipitate irse in uses with
a high import component, such as defense expenditures, investment in plant,
machinery, and transport equipment, and industiral exports. In the year reviewed,
the share of imports in additional resource use dropped to 30 percent, as a
relatively rapid irse in purchases of durables, foreign currency security outlays,
and investment was more than offset by a sharp fall in the rate of growth of
exports, which also have a high import component. Nevertheless, in com­
parison with the years 1961­65, the import component of resource uses was
still high in 1969. The fact that in 1969 less of the incremental demand was
satisfied from domestic production than in 1961­65 also explains the relatively
moderate price increases of 1969 in comparison with those years. The more
sluggish growth of demand can also be attributed in part to the slower monetary
expansion, a development due mainly to the contraction of foreign exchange
reserves and the consequent tightening of the money market.
Gross national saving grew by IL 64 million in 1969, after an increase of

IL 272 million the year before. Net national saving declined by IL 100 million,
after irsing by IL 144 million in 1968, and continued to be negative.

2. Uses
With the revival of the economy and the much heavier security expenditure

since the middle of 1967, the allocation of available resources has undergone a
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Table II­2

RESOURCES AND USES AND THEIR GROWTH, BY COMPONENT, 1967­69

(IL million, at 1968 prices(

Percentage
distribution

of incremental
resources
and uses

Percentage distribution
of resources and usesAnnual increaseusesResources and
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19691968196919681967Average
1961­6519691968196919681967G
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47.928.944.644.347.349.21,08199010,3259,2448,254Private consumption
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22.116.621.221.121.916.24985704,8974,3993,829Public consumptionCD

to

21.229.115.715.112.420.14799953,6433,1642,169Gross investment

8.825.418.519.518.414.51988694,2744,0763,207Exports"

100.0100.0100.0100.0100.0100.02,2563,42423,13920,88317,459Total uses

69.954.969.169.071.874.31,5761,87915,99214,41612,537Gross national product

30.145.130.931.028.225.76801,5457,1476,4674,922Imports

100.0100.0100.0100.0100.0100.02,2563,42423,13920,88317,459Total resources

* See notes to Table 11­1.
Source: Central Bureau of Statistics.



drastic change. The adjustment of the stock of capital assets to the accelerated
tempo of economic activity­ after a period of economic stagnation and a sharp
cutback in capital spending during the years 1966­67­ was relfected by excep­
tionally high rates of investment growth in the two following years: 35.5 percent
in 1968 and 22.5 percent in 1969. Investment in inventories likewise ex­
panded, after falling off during the recession, particularly in 1967. In 1968,
IL 284 million was invested in inventories, compared with IL 55 million in
1967 (at 1968 prices) . After the replenishment of stocks in 1968, the figure
dropped to IL 120 million in 1969 (at 1968 prices).
The high level of capital spending during the past two years brought up the

weight of investment in total resource use from 12.4 percent in 1967 to 15.1
percent in 1968 and 15.7 percent in 1969. However, this failed to restore the
level to that of 1961­65 ( about 20 percent) . Furthermore, the much heavier
investment in 1968 and 1969 did not expand the capital stock to the same
extent as in 1960­65. The nondwelling capital stock rose by about 8 percent
in 1968 and 9 percent in 1969, as contrasted with an average of 11 percent
during the years 1960­65.1 Nevertheless, the capital stock per capita grew at a
rate not much below that of 1960­65­ by 6 as against 7 percent.
Public consumption spending went up at a slower rate in 1969, the increase

amounting to 11.5 percent as against 15 percent in 1968 and 36 percent in
1967. However, the weight of public consumption in total domestic resource use
held steady at 21 percent,the. level of the two previous years; in 1961­65 it
averaged only 16 percent. The rapid growth of the past three years was largely a
consequence of heavier security outlays. These have a relatively high import
component, and hence have contributed to the sharp rise in imports and the
widening of the adverse balance in the country's goods and services ac­
count.
Private consumption was up nearly 12 percent in 1969, about the same rate

as in the previous year. Pirvate consumption per capita continued to irse by
about 9 percent in real terms; this compares with a 6 percent average for 1961­
65. Several factors contirbuted to the further rapid growth of per capita con­
sumption in 1969. First of all, pirvate incomes went up quite sharply along with
the expansion of economic activity and employment. Secondly, expectations
of higher taxation and devaluation apparently induced the advancing of pur­
chases, particularly of consumer durables. This pushed up the rate of consumption
spending out of total pirvate income as compared with 1968. The full effect
of the strong rise in incomes in 1968 on consumption was apparently felt only
after some time­lag, affecting the ratio of consumption expenditure to income in
1969. It should be pointed out, however, that the rate of pirvate saving in 1968­
69 was not significantly lower than in previous years, and that the weight of

* In 1968­69 the average growth of the national product was high compared with 1960­65,
a development explained by the utilization of the large reserve of idle production capacity
available from the recession peirod.

CHAPTER U, RESOURCES, USES, AND INCOMES 13



private consumption in total resource use in 1968­69 was lower than duirng the
ifrst half of the sixties (see Table II­2).
Exports expanded by 5 percent in real terms, after gaining 27 percent in

1968, and their weight in incremental resource use dropped from 25 to 9
percent. Thus 1969 saw a weakening of the inlfuence of exports on economic
activity, after an appreciable contirbution in 1968. This was one of the main
reasons for the deterioration in the balance of payments and the greater depend­
ence of the economy on foreign sources (see Table II­3 ).

3. Resources

In 1969 total resource use­ i.e. domestic uses plus exports­ expanded by
IL 2,300 million at 1968 prices. This was a smaller growth than in 1968, when it
reached IL 3,400 million. Apart from the change in the size of the increment,
there was also a change in its composition. The weight of private consumption
soared from 29 percent in 1968 to 48 percent, that of public consumption
went up from 17 to 22 percent, while the share of investment fell from 29 to
21 percent and of exports from 25 to 9 percent.
With the help of data on the import and net product components of final uses,

we can determine to what extent changes in the volume and composition of
uses contirbuted to changes in the level of economic activity­ as expressed
in the gross national product­ and to what extent they affected the volume of
imports and the current deifcit in the balance of payments.
In 1968 the IL 3,420 million increase in resources consisted of IL 1,550 in

imports and IL 1,880 million in gross national product. The exceptional compo­
sition of demand in 1968, marked by import­intensive uses such as industiral
investment and exports, resulted in almost half of the incremental demand being
supplied from imports. As a result, imports rose by a particularly rapid 31 percent,
whereas the national product grew by only 15 percent. In 1969, as stated above,

Table II­3
COMPOSITION OF RESOURCES, 1960­69

(IL million, at current prices)

^/^6^ 1966 1967 1968 1969

O.R." E.R.b O.R. E.R. O.R. E.R. OR. E.R. OR. E.R.

Import surplus 13.8 16.9 9.5 12.5 11.2 12.9 14.2 16.8 15.3 18.9
Gross national
product 86.2 83.1 90.5 87.5 88.8 87.1 85.8 83.2 84.7 81.1
Total resources 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

" O.R.­ oiffcial rate of exchange.
b E.R.­ effective rate of exchange.
Source: Central Bureau of Statistics.
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total resource use rose less than in 1968, but the weight of import­intensive uses
fell, so that the share of GNP in incremental resources moved up from 55 to
70 percent, while the weight of impotrs fell from 45 to 30 percent. The weight
of imports in total domestic resource use was unchanged in 1969, standing at
29 percent.

4. Sectoral Composition of the National Product

In 1969 gross national product expanded by 11 percent in real terms, com­
pared with 15.4 percent in the previous year. Growth was particularly rapid in
two sectors­ industry and construction. Construction output advanced 22 per­
cent, a rate similar to that of 1968, birnging up its weight in GNP from 6.7 to
8.1 percent. In industry growth slowed down from 29 percent in 1968to 16
percent, but it remained considerably higher than for all other sectors, apart
from construction. Industry contributed about 35 percent of the increase in
the national product in 1969, and its share in the product edged up
from 24.3 to 25.3 percent (see Table 11­4). Agricultural output continued
upward at a very slack rate­ about 3 percent­ and its weight in GNP con­
tinued to decline. The growth of output in the transportation and com­
munications sector sagged noticeably in the year reviewed­9 percent as
contrasted with 25 percent in 1968.

Table II­4

SECTORAL ORIGIN OF GROSS NATIONAL PRODUCT, AT FACTOR COST, 1965­69
(percentages, at current prices(

19691968196719661965

7.37.88.47.77.9Agriculture, forestry, ifshing
25.324.322.521.823.7Industry, mining and quarrying
8.16.75.87.49.7Construction
1.92.02.22.22.0Public utilities (water and electricity(
8.79.18.99.08.4Transportation and communications
5.96.05.65.55.1Finance, insurance, and real estate
6.36.46.86.97.1Ownership of dwellings
19.220.322.021.218.5Public sector and nonproift institutions
9.59.39.69.89.6Commerce
7.88.18.28.58.0Other services

100.0100.0100.0100.0100.0Net domestic product at factor cost

Source: Central Bureau of Statistics.

5. Productivity
Increases in inputs of capital and labor generally explain only part of the

growth of the national product. The residual, which is by no means incon­
siderable, is attirbutable to the irse in productivity, due to technological advances
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and to improvements in the allocation of factor inputs and in their quality. In
order to measure productivity in this sense, we have to estimate the actual
input to production and exclude idle factors. But the existing methods of
measurement do not permit an accurate differentiation between employed and
unemployed factors, patricularly capital. The deviation from the "correct"
estimate of inputs is patricularly large in years of cyclical change, when there
are marked changes in the level of employment or in the utilization of factors
of production.
Table II­5 shows sharp lfuctuations in productivity in the period 1966­69,

duirng which the economy passed through an almost complete business cycle. In
1966 productivity fell steeply, as attested by the insignificant growth of the
national product, a decline in the capital stock utilization rate, and the apparent
creation of hidden unemployment. In 1967 growth remained minimal, and the
utilization of the capital stock continued downward ; on the other hand, employ­
ment fell sharply and hidden unemployment was apparently reduced, leading to a
rise in productivity. In 1968 economic activity picked up, and both employment
and the utilization of capital rose. The increase in the latter permitted a rapid

Table II­5

CHANGES IN GROSS NATIONAL PRODUCT, FACTORS OF PRODUCTION,
AND PRODUCTIVITY, 1961­69

(percentages(

AnnualAnnual
average1969196819671966average
1966­691961­65

7.311.315.32.41.310.3Real gross national product
Labor input'

1.83.89.0­4.3­0.65.1Number of employed
2.44.511.9­5.2­0.8Man­days

Stock of ifxed reproducible
6.96.74.76.89.410.8assets at the beginning of year

Product/labor ratio
5.57.25.87.01.94.9Per employed
4.96.53.08.02.1Per man­day

Product per factor unit
)factor productivity(
Measured by number of

2.95.77.91.1­3.02.1bemployed
3.76.27.23.0­1.43. I0
2.45.46.50.8­2.9"Measured by number of man­days
3.35.85.33.6­1.3­

* Employment data do not include workers from the administered areas.
" With the labor input assigned a weight of /2.
' With the labor input assigned a weight of a/i.
Source: Central Bureau of Statistics.
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expansion of the national product compared with 1961­65, when there was
full employment and an appreciable gain in measured productivity. In 1969
factor utilization apparently continued upward. The measurement of productivity
in Table II­5 indicates a lower rate of growth than in 1968, a development to be
expected with the economy approaching a state of full employment; however,
it was still higher than during the first half of the sixties, when there was full
employment.
It turns out, therefore, that the changes in the rate of factor utilization during

the years 1966 to 1969 do not allow a measurement of productivity in its narrow
sense. But aggregating the data for this four­year period somewhat mitigates
the inlfuence of changes in the utilization rate on productivity. This shows that
factor productivity did not change much in 1966­69 compared with the pre­
recession peirod (see Table II­5 ).

6. Incomes
Private income from economic activity rose by 12.6 percent in 1969, after

gaining 17.9 percent the year before. Income tax and National Insurance pay­
ments increased by a substantial 24 percent approximately, about the same
rate as in 1968. As opposed to this, there was a sharp irse in net transfers from
the public to the pirvate sector, from 26.3 percent in 1968 to 34.3 percent.
Total compulsory payments, net of transfers received, were up 8 percent in
1 969, as contrasted with 20 percent the year before. The effect of the slower in­
crease on the disposable income of the pirvate sector was virtually nil. Disposable

Table II­6
NATIONAL PRODUCT AND INCOME, 1965­69

(IL million, at current prices(

19691968196719661965

16,55314,41612,21311,89010,9011 . Gross national product
1,6741,4331,2611,2561,0712. Indirect taxes on domestic output
2802712022001763. Subsidies on domestic output

1,3941,1621,0591,0568954. Net taxes on domestic output (2­3(
9716654124844895. Taxes on imports
27923617195436. Export subsidies

7. Import taxes net of export
69242924­1389446subsidies (5­6(

2,0861,5911,3001,4451,3418.Total indirect taxes,net(4 + 7 )

1,4831,3181,1901,1059909. Depreciation
12,98411,5079,7239,3408,57010. National income" ) 1­8­9(

" According to the GNP approach (the production account).
Source: Central Bureau of Statistics.
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­TableII7

PRIVATE INCOME, 1965­69

(IL million, at current prices(

1. National income

2. Public sector income from property

3. Private income from economic activity ( 1­2)

4. Total compulsory payments

Income tax

National Insurance contirbutions

5. Transfer payments, net

6. Total compulsory payments, less transfer payments (4­5)

7. Disposable private income from domestic sources (3­6)

8. Private transfers from abroad

9. Disposable private income from all sources(7 +8 )

י.10 Depreciation

11. Gross disposable private income from all sources (9+10)

Percent annual increase
or decrease(­ )19691968196719661965

1969196819671966

12.818.34.19.012,98411,5079,7239,3408,570

21.136.0­7.137.7430355261281204

12.617.94.48.312,55411,1529,4629,0598,366

23.823.8­1.420.62,2371,8071,4601,4801,227

25.924.8­1.615.41,7721,4081,1281,146993

16.520.2­0.642.7465399332334234

34.326.328.731.11,4621,089862670511

7.820.1­26.213.1775718598810716

12.817.77.57.811,77910,4348,8648,2497,650

12.644.410.0­4.51,3981,242860782819

12.920.17.76.613,17711,6769,7249,0318,469

12.510.87.711.61,4831,3181,1901,105990

12.819.17.77.214,66012,99410,91410,1369,459

Source: Central Bureau of Statistics.



Table IIS

CHANGES IN INCOME AND INCOME DISTRIBUTION, 1964­69

(percentages(

1964 1965 1966 1967 1968 1969

>r<

o
* Real pirvate income from economic activity" (per capita)
V
H
fjj Real disposable private income from domestic sources" (per capita)
JS^ Real disposable private income from all sources" (per capita)
w
O Real income1' per employed
(0
w Real wage income per employee
en

C Weight of wage income in total private income from economic activity'
w
tn ­

7.211.7­0.4­2.39.35.8

7.511.12.5­2.79.25.7

7.513.82.7­3.86.83.7

5.76.57.61.19.84.6

2.01.1­1.210.39.47.2

62.663.066.371.265.266.2

< " Nominal pirvate income as shown in Table II­7, delfated by the rise in the consumer pirce index.
g Private income from economic activity as given in Table II­7, row 3, less the imputed net rental value of owner­occupied dwellings The
^ number of employed is from Central Bureau of Statistics manpower surveys.
§ c Excluding the imputed net rental value of owner­occupied dwellings. Data on wage income are based on the December 1966 report of the
g Committee to Examine the Distirbution of National Income, in which wages comprise all wage outlays of employers, including frinee
g beneifts (see notes to Table H­10 in the 1967 Bank of Israel Annual Report). The annual increases in 1966­69 were estimated according to
w National Insurance data.



private income from domestic sources rose 12.8 percent in 1969, as against
12.6 percent for private income from economic activity (see Table II­7).
Transfers from abroad expanded much more slowly than in the previous year

­ by 12.6 as against 44.4 percent. This can be ascribed not only to the upward
effect of the devaluation of November 1967 on the volume of receipts in 1968,
but also to the smaller percentage rise in foreign currency transfers in the year
reviewed. The latter development was one of the factors decelerating the
growth of disposable private income from 20 percent in 1968 to 13 percent
in the following year.
In 1969 income from wages and that from other sources went up at about

the same rate, whereas in 1968 wage income had risen more slowly than
nonwage incomes. Real earnings per employee trailed behind the real income
growth of the self­employed, but there was a marked increase in the number of
employees, so that the share of wages in total private income remained similar
to that in 1968 (see Table II­8).

7. National Saving

In 1969 the gross national product at current pirces expanded byIL 2,137
million, and total domestic consumption (pirvate and public) by IL 2,073
million. Gross national saving was therefore only IL 64 million greater than
in 1968, which showed an increase of IL 272 million. The ratio of gross
saving to the gross national product held steady at the 1968 level, which was
higher than in 1967 but much lower than in 1961­66. Net national saving was
down IL 100 million from 1968 and remained negative at ­IL 646 million.

Gross national saving, calculated above as the difference between the gross
national product and total consumption, is identical with the difference be­
tween gross capital formation and the import surplus. Saving can also be deifned
as the difference between the sum of the national product and unilateral trans­
fers from abroad and total consumption, which is identical with the dif­
ference between capital formation and the net increase in the country's external
debt. Such a measurement is particularly appropirate 10 Israel, where a large
proportion of the operations of the public sector and nonprofit institutions is
financed from unilateral transfers, and where households are the recipients of
a current flow of foreign transfers in the form of personal restitution. The
advantage of this measurement lies in its distinguishing the vairous ways whereby
the import surplus is ifnanced and in focussing attention on changes in the
national debt and in foreign currency reserves.

An increase in saving so deifned implies that the economy is diverting a
larger proportion of its resources­ i.e. national product and unilateral receipts­
to ifnancing capital formation, and has to resort less to borrowing abroad or to
running down foreign currency reserves. According to the conventional deifnition,
increased saving implies that the economy is allocating a larger proportion of

20 BANK OF ISRAEL ANNUAL REPORT 1969



Table 11­9

NATIONAL SAVING, 1960­69

( IL million, at current prices(

1960 1961 1962 1963 1964 1965 1966 1967 1968 1969
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1. Gross national product
2. Unilateral transfers from abroad"

3. Subtotal

4. Private consumption

5. Public consumption

6. Total consumption
7. Depreciation

8. Gross national saving from GNP (1­6)
9. Gross saving from GNP plus unilateral transfers (3­6)
10. Net national saving from NNP (8­7)
11. Net national saving from NNP plus unilateral transfers (9­7)

12. Rate of gross saving from GNP (8­e­l)
13. Rate of gross saving from GNP plus unilateral transfers (9­=­3)

14. Rate of net saving from NNP (10­f.[l­7])
15. Rate of net saving from NNP plus unilateral transfers (114­ [1­7[(

16,55314,41612,21311,89010,9019,1307,8676,5485,4724,551

1,5411,3641,477785887891947915571516

18,09415,78013,69012,67511,78810,0218,8147,4636,0435,067

10,7079,2448,1137,9097,1366,0875,2454,4083,6473,094

5,0094,3993,5992,6272,1731,7431,5861,3391,015823

15,71613,64311,71210,5369,3097,8306,8315,7474,6623,917

1,4831,3181,1901,105990853748623438362

8377735011,3541,5921,3001,036801810634

2,3782,1371,9782,1392,4792,1911,9831,7161,3821,150

­646­545­689249602447288178372272

8958197881,0341,4891,3381,2351,093944788

Percentages
5.15.44.111.414.614.213.212.214.813.9

13.113.514.416.921.021.922.523.022.922.7

­4.3­4.1­6.22.36.15.44.03.07.46.5

5.45.77.19.615.016.117.318.418.718.8

* Less net interest payments of the public sector to the rest of the world, which are included in the services account of the balance of payments.
Source: Based on Central Bureau of Statistics data.
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Table 11­10

PRIVATE SAVING, 1960­69

)IL million, at current prices)

1960 1961 1962 1963 1964 1965 1966 1967 1968 1969

1. Gross disposable private income from domestic sources
2. Private transfers from abroad
3. Gross disposable private income from all sources)1 + 2) 3,950
4. Private consumption
5. Depreciation
6. Gross saving out of gross disposable private income

from domestic sources (1­4)
7. Gross saving out of gross disposable private income

from all sources (3­4)
8. Net private saving out of net disposable income

from domestic sources (6­5)
9. Net pirvate saving out of net disposable income

from all sources (7­5)

10. Rate of gross private saving out of gross disposable
income from domestic sources (1­^6)

11. Rate of gross private saving out of gross disposable
income from all sources (7­=­3)

12. Rate of net private saving out of net disposable income
from domestic sources (8­­­[l­5])

13. Rate of net private saving out of net disposable
income from all sources(9 ­=­[3­5])

13,26211,75210,0549,3548,6407,1436,1865,1074,2903,625
1,3981,242860782819832831754370325

14,66012,99410,91410,1369,4597,9757,0175,8614,6603,950
10,7079,2448,1137,9097,1366,0875,2454,4083,6473,094
1,4831,3181,1901,105990853748623438362

2,5552,5081,9411,4451,5041,056941699643531

3,9533,7502,8012,2272,3231,8881,7721,4531,013856

1,0721,19075134051420319376348169

2,4702,4321,6111,1221,3331,0351,024830575494

Percentages

19.321.319.315.417.414.815.213.715.014.6

27.028.925.722.024.623.725.324.821.721.7

9.111.48.54.16.73.23.71.79.05.2

18.720.816.612.415.714.516.315.813.613.8

Source: Based on Central Bureau of Statistics data.



the national product to ifnancing capital formation and is reducing its dependence
on the import surplus­ with no difFerentiation being made among the dif­
ferent ways of ifnancing the surplus.1 A measurement of saving according to
both deifnitions is presented in TableI1­9.
The stability in the national saving rate in 1969 was the net outcome of a

fall in private saving and a rise in public saving. Gross pirvate saving out of dis­
posable income from domestic sources drifted down from 21.3 percent in 1968
to 19.3 percent, and gross private saving out of income from all sources declined
from 29 to 27 percent.
This slight drop in private saving is largely explained by the prevailing

expectations of devaluation and higher taxation, which led to brisker sales of
goods, particularly durables. Sales of consumer durables soared 40 percent in
real terms, a higher rate than what the rise in incomes could have been ex­
pected to produce. In analyzing the country's saving performance over the past
several years there is some point in deducting expenditure on durable goods from
total private consumption, since these goods are used for a fairly long period
and only a small part of the outlay represents consumption in the year of pur­
chase. If we deduct such expenditure from total private consumption spending,
it turns out that there was a small rise in private saving in 1969. Even inclusive
of durables, the rates of saving in 1968 and 1969 were high compared with the
years 1960­66 (see Table 11­10).

Public sector dissaving did not change much in 1969. However, as the sector's
current revenue outpaced its consumption, the rate of negative saving edged down
somewhat (see Table 11­11).
The lower rate of national saving in 1969 was the resultant of two opposite

trends : a drop in the rate of gross private saving and a slight decline in the
negative saving of the public sector.

י The following example will serve to clarify this point. If the national product, total con­
sumption, and the import surplus remain constant, then even if there are changes in the
methods of financing the import surplus, saving will remain the same according to the
conventional deifnition. Under the broader deifnition, saving will increase if the weight of
unilateral transfers in capital imports rises, and it will decrease if the weight of net foreign
loan receipts rises.
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£ Table 11­11

j* PUBLIC SECTOR SAVING, 1960­69

(IL million, at current pirces(

£ 1960 1961 1962 1963 1964 1965 1966 1967 1968 1969
M
r
>

c 1. Net current income of the public sector from domestic sources" 926 1,182 1,441 1.681 1,987 2,261 2,536 2,159 2,664 3,291
>
r­1

50 2. Net unilateral transfers from abroad 191 201 161 116 59 68 3 617 122 143
w
V
§ 3. Public sector income from all sources 1,117 1,383 1,602 1,797 2,046 2,329 2,539 2,776 2,786 3,434

<B 4. Public consumption 823 1,015 1,339 1,586 1,743 2,173 2,627 3,599 4,399 5,009

5. Public sector saving from domestic sources (1­4) 103 167 102 95 244 88 ­91 ­1,440 ­1,735 ­1,718

6. Public sector saving from all sources (3­4) 294 368 263 211 303 156 ­88 ­823 ­1,613 ­1,575

Percentages

7. Rate of public sector saving out of domestic income (5­e­l) 11.1 14.1 7.1 5.7 12.3 3.9 ­7.5 ­66.7 ­65.1 ­52.2

8. Rate of public sector saving out of income from all sources (6­r­3) 26.3 26.6 16.4 11.7 14.8 6.7 ­3.5 ­29.6 ­57.9 ­45.9

* Including transfers on capital account, such as the land improvement. tax and inheritance tax.
Source: Based on Central Bureau of Statistics data.


