
CHAPTER XI

INDUSTRY

1. Main Developments

Gross industrial output expanded in 1970 by 11 percent in real terms
fromIL 9.6 million to IL 10.7 million (at 1968 producer prices).11 This was
a slower rate of increase than in the two preceding years, and even below that
of the early sixties. Growth was more moderate in the first half of the year re
viewed, gaining momentum in the second half.
The 1970 gain was achieved thanks mainly to the greater supply of factors

of production. But with nearly all reserves of idle factors from the recession
period fully tapped, the increase in measured factor productivity declined
from 6.6 to 3.4 percent in the year under review.
The number of wage earners rose by 6.5 percent, and the capital stock by 10

percent. The growth of industrial employment sagged noticeably in 1970 com
pared with the two preceding years and the period 196064. In several branches
an acute shortage of labor cropped up, apparently forcing the shelving of plans
for stepping up output and enlarging production capacity. Despite the less
vigorous rise in industiral investment, the capital stock increased at about the
same rate as in 1969, and hence did not impose any constraint on the expansion
of industrial production.
After going up by less than 5 percent in 1969, nominal wages jumped in the

year reviewed by 10.5 percent on an annual average and by 11.6 percent between
the beginning and the end of the year. The acceleration of the uptrend came
in the wake of the new collective wage agreements, which also provided for
larger fringe benefits. In some trades the increases were above average, relfect
ing the existence of demand pressure.
Demand for industrial output continued upward, but at a much slower pace

and accompanied by a stirking change in its composition. Public consumption
was the only ifnal demand to accelerate, this being due to a much heavier defense
expenditure. In all other demands the rate of increase was smaller in 1970; the
deceleration was especially marked in investment and private consumption, while
the growth of export demand was above the general average for the sector.
This structural change brought up the weight in incremental output of the

textile, clothing, rubber and plastics, chemicals, metal products, and transport

ג The value of industrial output at current producer prices is estimated at about IL 12,500
million. The estimate in terms of 1968 prices is based on the 1968 industrial survey.
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Table 301

CHANGES IN OUTPUT AND FACTOR INPUTS, 196170

(percentages(

Dec.
1970 asAnnual increase or decrease )(
against
Dec.
1969

19701969.196819671966Average
196165

10.711.315.928.73.1"1.313.4
6.46.510.414.95.41.93.3

10.036.087.622.425.36.0
10.010.07.81.72.46.211.0
4.04.55.012.02.43.49.8
0.61.27.526.55.44.52.2

3.46.619.12.40.07.0
11.610.54.84.92.115.016.2
11.37.12.12.31.24.85.0

Industrial output
Number of workers
Real investment
Real gross capital stockd
Output per worker
Output per unit of capital
Change in factor productivity
Daily nominal wages per worker
Domestic market prices
Daily nominal wages per worker/
index of domestic market prices
of output

Real wages per worker/
output per worker

Turnover, at constant prices
Exports (f.o.b.)
Industrial export prices

10.7 9.7 0.9 2.5 2.6 3.1 0.2

3.71.32.38.51.56.10.1
7.58.115.927.90.70.314.8

20.96.015.824.83.218.917.7
0.74.81.52.05.7

u As of 1969 data on output, wages, prices, and exports were reclassiifed and based on a new
sample.

b The datum relates to the calendar year, in contrast to industrial survey data, which relate
to the fiscal year; hence the discrepancy between the ifgures based on these two sources.

c Average for 196265.
" At the beginning of the year.
Source: Central Bureau of Statistics.

equipment industries, and depressed the weight of the diamond, basic metals,
and electircal and electronic equipment industries. It also checked to some ex
tent the slowdown in total output, since the branches which grew in importance
in 1970 contributed relatively more to the output growth of the sector as a
whole.
The percentage distribution of output by economic destination shows a mild

drop in private consumption and a rise in public consumption. The breakdown
between domestic uses and export remained virtually constant, but the latter
was instrumental in accelerating output.
Wholesale industiral prices went up by 7 percent on an annual average, com

pared with 2 percent in 1 969 ; the irse in December levels came to 11 percent,
of which more than 6 percent was registered between August and October alone.
These increases resulted pirmarily from the larger wage and tax outlays, which
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Because of these changes in producer (percentages; seasonally adjusted)

prices, wage outlays, and taxes, it is
diiffcult to determine precisely how in
dustrial profits developed during the year.
However, a comparison of the rise in
nominal wages with that in real output,1
and of the change in real wages per
worker2 with that in output per worker,
indicates that the growth of total returns to capital fell off precipitately, and in
fact there might not even have been any growth at all; the return per unit of
capital actually declined (the capital stock increased, as mentioned, by 10
percent).
Industrial exports advanced from $ 560 million to about $ 600 milliona

gain of 6 percent in constant prices, far below the 16 percent recorded in 1969
and the 25 percent in 1968. Value added was, at $ 252 million, 11 percent
over the 1969 figure.

Besides the slowdown in the physical growth of exports, the prices command
ed abroad drifted down by about 1 percent. Diamonds were 6 percent below
their 1969 level, owing to the slump in the U.S. market. Overseas sales of
branches producing special items, which are decisively affected by random
factors, likewise decelerated, growth failing to exceed 5 percent ; the slowdown
was most pronounced in "other metallic products", refined petroleum products,
and edible oils and fats. The remaining industrial products gained 21 percent,
in contrast to 29 percent in the previous year. The items mainly responsible for
the sagging rate of increase were transport equipment, pesticides, textiles, and
clothing (including panty hose, stockings, and woolen fabrics ), and transmitting
and receiving apparatus. This more sluggish expansion took place despite the
larger export incentives granted these products in 1970 and the relatively high
incentives granted to other industrial items. This is apparently explained by the
fact that the rapid uptrend in output could not be maintained while simul
taneously boosting exports ; in addition, the buoyant domestic demand for some
products precluded a more rapid rise in their overseas sales.
The sector's investment was up 10 percent, as against 35 percent in 1969, and

totalled IL 736 million (at 1969 prices), compared with IL 668 million in the
previous year. Capital outlays in manufacturing went up 15 percent, while those
in mining and quarrying decelerated more noticeably. The slower investment

J Assuming the constancy of producer prices.
2 Assuming that all of the price rise was in producer prices.
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FigureXI2
CHANGES IN INDUSTRIAL PRODUCTION AND MANDAYS WORKED, 196870
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growth apparently relfected both a return to the pattern characteristic of a full
employment situation and the extraordinary expansion of capital outlays in
1969in the main due to expectations that equipment and other producer
goods would become more expensive. Investment was heaviest in branches ex
pecting a stronger demand by the public sector for their output, such as metal
products, transport equipment, and cement, and by households for such essen
tial items as food and clothing.

2. Output
The real gross industrial product1 rose by 11.3 percent in 1970, while real

gross output reached IL 10,700 million (at 1968 producer prices), as against
IL 9,600 million in 1969. Census value added rose fromIL 4,300 million to
IL 4,700 million.
The growth of industrial production slackened appreciably compared with

the two preceding years, when gains of 16 and 29 percent were posted in 1969
and 1968 respectively, and even lagged behind the 12 percent average annual
advance in the period 195865. In the course of 1970 the uptrend continued
to lose momentum, with the result that the increase in December levels came to
10.8 percent.

1 Measured industiral product is census value added, including inter alia depreciation and
general overheads, such as interest, advertising, services, etc., which constituted about 8 per
cent of total value added in 1965.
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Table XI2

GROSS INDUSTRIAL OUTPUT, BY BRANCH, 196770

(IL million(

Change
in annualPercent annual real increase orOutput

in 1970,
rate of)(decreaseat 1968Branch
increase
in 1970"19701969■19681967factor

prices

13.419.15.018.55.4241.5Mining and quarrying

2.25.68.014.05.51,912.3Food

3.519.015.028.76.01,250.4Textiles

6.111.45.029.91.5330.6Clothing

Wood, wood products, and

2.25.68.041.46.9482.7furniture

2.57.65.019.510.6222.1Paper and paper products

5.09.014.813.317.8271.6Printing and publishing

Leather and leather

1.56.48.022.811.5135.8products

Rubber and plastic

4.215.020.044.50.6473.9products

Chemicals and reifned

4.716.211.027.64.91,102.7petroleum products

Nonmetallic mineral

1.012.512.026.425.4401.2products

6.62.94.021.76.2636.2Diamonds

20.61.624.045.516.5301.9Basic metals

10.47.520.037.414.8747.3Metal products

0.318.619.040.911.6607.0Machinery

Electrical and electronic

27.47.448.071.115.5635.5equipment

0.128.128.041.11.0791.2Transport equipment

13.98.526.034.311.2143.1Miscellaneous

4.011.315.928.73.110,687.0Total

" See note " to Table XI1.
" Output index of 1970 divided by output index of 1969, minus 100.
Source: Central Bureau of Statistics.
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This deceleration was the combined result of developments in both supply
and demand. With the emergence of the economy from the slump, production
spurted in 1968 and 1969, thanks largely to the reserve of idle factors of produc
tion available. By 1970 these reserves were fully tapped and industry returned
to a full employment pattern. The growth of production in the year reviewed
was made possible by an increased supply of productive factors. Together with
the reduced possibilities of stepping up industrial production, the upward trend
in domestic demand lfagged conspicuously. The impact of the more sluggish
growth of demand was less pronounced in industry than in the economy as a
whole ; nevertheless, it was sufficient to avert the generation of excess demand
for the products of most industiral branches in the wake of the slower expansion
of the sector's production potential.1
The growth of industrial production was the outcome of an increase of about

8 percent in the quantity of productive factors and of some 3 percent in the
rate of factor utilization (factor productivity)  respectively 50 and 16 percent
less than their growth rates in 1969. This slower rise in factor productivity (for
the third year in succession) relfects the transition from slack to full employment
of the factors of production. The factor productivity gain in 1970 was about the
same as in the early sixties further evidence that the idle reserves have been
fully tapped.
The 8 percent quantitative growth of productive factors consisted of an in

crease of 6.5 percent in the labor input, as measured by the number of mandays
worked (this compares with a 10.5 percent rise in 1969), and a 10 percent in
crease in the stock of productive capital assets, a somewhat higher figure than in
the previous year.
Direct data on the size and composition of demand are not available, but

that it weakened in the year reviewed is borne out by a number of indicators :
the smaller percentage irse in incomes, the advancing of purchases of consumer
durables at the end of 1969, and the reduction of the public sector's domestic
demand surplus.
The lagging growth of demand was accompanied by a structural change in

incremental uses.2 There was a noticeable deceleration in all uses except public
consumption ; the slowdown was most pronounced in investment and pirvate
consumption, which accounted for about 40 percent of the output increment in
1970, as contrasted with 70 percent the year before (see Table XI3 ). Because
of the absolute magnitude of industrial output, these sharp lfuctuations in growth

J Part of the decline in the growth of industrial production as compared with the period
195865 can be attributed to the reclassiifcation of the industrial branches ; the principal
change was the exclusion of service branches, such as garages, which in the past had
experienced a more rapid growth of output than the sector as a whole.

2 The growth of output attributable to purchases of industrial products by the various sec
tors of the economy, as estimated according to inputoutput data, does not accord this year
with the actual growth as measured by industrial surveys and production indexes.
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Table XI3

FACTORS AFFECTING THE GROWTH OF INDUSTRIAL OUTPUT, 196670

)percentages)

19701969196819671966

ShareAverageShareAverageShareAverageShareAverageShareAverage
inannualinannualinannualinannualinannual

incrementincrease iincrease" incrementincrementincreaseincrementincreaseincrementincrease

<A. Supply factor!
Value of industrial output

10011.310015.910028.71003.11001.3(census value added)
356.53910.43114.91035.4911.9Labor
3510.0197.821.7322.41916.2Capital stock

Increase in value of output due
707.9589.3339.6715.51001.3to increase in inputs
303.4426.66719.11712.400.0Measured productivity11

demand0of contribution to incrementalIndicaotrsB.

285.03610.3312.4515.6371.5Private consumption
2918.41213.01021.16756.96324.3Public consumption
168.03029.61522.16419.613212.9Investment
738.47815.85615.4544.0320.9Total domestic uses

278.92212.24434.44610.213211.9Exports1
100100100100100Total uses

" See note * to TableXI 1.
" Assuming that the aggregate production function in industry lends itself to the method of calculation used here.
* The increase in output stemming from changes in final demands. The data are provisional and indicative of orders of magnitude only. The

1969 and 1970 estimates are based on inputoutput tables for 1965.
d Excluding exports to the administered areas; these are included under private consumption because of the impossibility of separating the
data.

Source: Part Asee the source to Table XI1 in the appendix to the 1968 Annual Report (in Hebrew only).
Part BBank of Israel inputoutput calculations (provisional data).



rates failed, of course, to alter the distribution of output by final use to any great
extent (see Table XI4).
The output increment attributable to public sector demand amounted to about

18 percent, in contrast to 13 percent in 1969; this brought up the weight of the
sector's purchases in total incremental uses from 12 percent in 1969 to 30
percent. The composition of its purchases also changed : most of the 60 percent
additional expenditure was on metal products, with larger ifgures also being
recorded for chemicals and reifned petroleum products and for rubber and
plastic goods. On the other hand, the sector's purchases diminished greatly in
importance in electrical and electronic equipment, basic metals, transport equip
ment, and wood products. The slower expansion of output in the electrical and
electronic equipment industry was apparently the combined result of production
limitations and the supplying of a greater share of the sector's demand by imports.
Investment demand was responsible for the sharpest contraction in incremen

tal outputa rise of only 8 percent as contrasted with 30 percent in 1969. As
in the previous year, most of the demand for capital goods emanated from the
metal goods, wood products, basic metals, and nonmetallic mineral products
branches all of which sold a substantial portion of their output to the con
struction industry. The growth of purchases from these branches fell off less
sharply than in the case of other industrial branches, and hence their share in
the incremental production of capital goods rose appreciably.
The additional output attributable to private consumption demand came to

only 5 percent, compared with 10 percent in 1969. The slower growth of private
consumption was a decisive factor in the lfagging expansion of industrial produc
tion as a whole. The weight of this ifnal demand in total uses edged down from
46 percent in 1969 to 45 percent, but in incremental uses it fell more steeply,

Table XI4

DISTRIBUTION OF INDUSTRIAL OUTPUT, BY FINAL DEMAND, 196670"

(percentages(

19701969196819671966

4546485050Private consumption
141313107Public consumption
1616141418Investment
7575757475Total domestic uses

2525252625Exports
100100100100100Total ifnal uses

. Figures have been rounded off. The 1966 and 1967 estimates are based on the 1963 input
output table; those for 196870 are based on the inputoutput table for 1965.

Source: Provisional inputoutput estimates of the Bank of Israel.
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from 36 to 28 percent. The branch distribution of consumer goods purchases
altered sharply, with the weight (and percentage irse) of current consumption
items (foodstuffs, textiles, clothing, leather, and footwear) moving up, and the
weight of branches manufacturing consumer durables (mainly electrical and
electronic equipment, machinery, metal products, and transport equipment)
falling.
Exports spurred the expansion of industrial production as a whole, even

though the increment attirbutable to this final demand fell from 12 percent in
1969 to 9 percent (the contribution of all final demands was about 8 percent).
It accounted for about a third of the additional output in 1970, as contrasted
with a fifth the year before.
The slacker growth of overseas sales in 1970 did not affect the distribution of

Table XI5

DISTRIBUTION OF TOTAL AND INCREMENTAL REAL INDUSTRIAL OUTPUT,
BY MAIN BRANCH, 196770

(percentages(

Distribution ofDistribution of
incremental output1 outputtotalBranch

19701969196819671970196919681967

3.70.81.56.02.22.12.32.4Mining and quarrying
9.710.811.149.118.418.619.924.0Food
19.311.19.217.711.710.810.99.7Textiles
3.21.23.10.33.03.13.43.2Clothing
2.42.76.814.94.54.75.04.9Wood and furniture

Paper and paper
1.50.81.55.92.02.12.32.3products
0.22.81.22.72.52.82.82.9Printing and publishing

Leather and leather
0.80.81.32.41.31.31.41.7products

Rubber and plastic
5.95.64.84.34.44.24.13.2products
14.87.68.23.510.39.710.29.0Chemicals
4.23.14.36.13.73.73.84.9Nonmetallic minerals
1.22.010.58.65.96.77.47.3Diamonds
0.54.83.50.32.83.22.92.4Basic metals
5.09.48.016.07.07.16.96.2Metal products
9.17.95.516.35.65.34.94.0Machinery

Electrical and electronic
4.215.58.911.06.06.14.83.8equipment
16.610.99.322.07.46.35.76.9Transport equipment
1.12.21.33.71.31.41.31.1Miscellaneous

100.0100.0100.0100.0100.0100.0100.0100.0Total

Source: Central Bureau of Statistics.
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the output increment attributable to domestic demands and export.1 There was,
however, a marked change in the demand for exports : the share of mine and
quarry, textile and clothing, food, rubber and plastics, and basic metal products
went up sharply ; while diamonds, metal products, and to some extent chemicals
lost ground.
The less buoyant demand damped down the expansion of production, but

this was partly offset by its changed composition : the proportionately stronger
demand for textiles and clothing, rubber and plastics, chemicals, machinery, and
transport equipment, and the relatively weaker demand for wood products,
diamonds, and electrical and electronic equipment are estimated to have shaved
off 1 percentage point from the drop in the industrial production growth rate.
The former group requires more industrial intermediates than the other branches,
so that the heavier demand for its products had a stimulative effect on indus
trial output.

3. Growth of Industrial Output During 1970

Industrial production expanded during the year reviewed at an average
monthly rate of about 1 percent; the increase in December levels was 10.8 per
cent, as against 13 percent in 1969. During the year reviewed the curve moved
upward at an irregular rate : in the first half it tended to falter, but in the next
six months it ascended at a much sharper pace, reaching an annual growth rate
of roughly 13 percent (see Table XI6 and Figure XI2 ). The acceleration in
the second half of 1970, particularly in the last quarter, was especially notice
able in mine and quarry products, textiles, rubber and plastics, chemicals, and re
fined petroleum products. In other branches mainly food, clothing, paper and
paper products production spurted briefly and then reverted to its previous
growth rate. In another group metal products, basic metals, electrical and
electronic equipment, and nonmetallic mineral products there was likewise a
brief upsurge in the second half of the year, followed by a retreat 10 the previous
level. These lfuctuations may have been connected with the spread of defense ex
penditures and consumer durables purchases over the year.
Industrial employment, after rising by some 7 percent in 1969, went up by

about 6 percent between December 1969 and December 1970, with the curve
ascending most steeply at the end of the first quarter and during the last quarter
of the year.2 The stock of capital assets grew by about 10 percent, the same rate
as in 1969.

J The data on industrial output marketed abroad do not include sales to the administered
areas.

2 The rise in employment was estimated on the strength of several indicators: the number
of employed, the number of wage earners, and the number ofmandays worked. These point
to an increase of about 6 percent. The calculations and estimates in this chapter are based
on the number of wage earners.
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TableXI6

REAL CHANGES IN INDUSTRIAL OUTPUT, HALFYEARLY, 196670

(percentages(

Average monthly rate of changelevelsChanges in half yearly

JulyJan.JulyJan.JulyJan.J"iyJan.JulyJan.JulyJan.JulyJan.
19701970196919691970197019691969196819681967196719661966
Dec.JulyJan.JulyDec.JulyJan.JulyJan.JulyJan.JulyJan.July
19701970197019691970197019701969196919681968196719671966

Mining and
1.11.90.15.15.211.70.834.415.529.514.415.812.312.8quarrying
3.10.00.80.616.70.04.93.72.214.314.720.43.610.3Food
2.81.12.01.015.16.012.66.311.18.012.815.219.25.6Textiles
0.21.72.40.30.810.515.22.013.314.91.013.818.238.8Clothing
1.71.10.70.88.97.44.34.52.336.617.81.111.61.7Wood and furniture

Paper and paper
3.40.10.81.318.10.45.07.319.13.99.615.68.47.9products

Printing and
0.72.31.72.53.314.39.516.02.96.28.37.70.419.8publishing

Leather and leather
< 1.90.50.33.110.02.81.819.82.017.48.325.218.213.6products

0.81.11.82.14.16.611.513.01.515.524.513.914.13.2Rubber and plastics3
0.90.42.31.24.72.314.97.611.05.89.330.812.38.9Chemicalsw
2.32.10.33.211.113.51.621.03.523.046.831.519.40.4Nonmetallic minerals73

0.81.72.20.53.810.512.82.812.439.76.29.13.112.1Diamonds
0.02.33.14.50.014.417.230.112.444.837.217.91.822.3Basic metals
0.42.31.44.52.214.57.930.00.423.423.57.613.67.4Metal productsz
0.60.22.42.02.81.415.312.712.512.036.17.62.58.6Machineryס

Electrical and elecc
If)

1.20.71.91.96.03.812.113.860.138.314.80.422.17.3tronic equipment
0.00.11.73.30.00.610.421.522.715.513.828.415.215.4Transport equipment?נ

<> 1.91.12.81.98.96.218.011.92.819.835.52.34.89.9Miscellaneous
1.10.21.01.56.51.46.29.27.016.310.76.29.60.1Total

irtinn( ipa'11 nrnHninHnstirs1Hexes nfitistirs irSource: Central Bureau of St:0נ



In contrast to the two preceding years, in 1970 the expansion of production
was determined by the slower growth and changed composition of demand and
a smaller increase in the supply of factors of production. In the latter part of
1967, it will be recalled, the economy began to pull out of the slump, a develop
ment accompanied by the reemployment of the idle reserves of productive
factors. While it cannot be established if the process had run its full course by
the beginning of 1970, the slackening of the uptrend in production and em
ployment in comparison with both the previous year and the pre1966 period,
and the difficulties encountered by some branches in obtaining labor,1 suggest
that all reserves had been fully tapped. The further expansion of industry in
1970 was therefore dictated by the increase in the supply of productive factors.
Quite apart from the above development, purchases of industrial goods by

other sectors slumped in 1970, and this may explain the fluctuations in the
pattern of industrial production over the year. At the beginning of 1970 pur
chases of consumer durables slowed appreciably, while buying for current con
sumption continued upward at a fairly strong rate. As the year progressed, pur
chases of durable goods accelerated, checking the decline in the growth of pro
duction. Toward the end of 1970 industrial exports also began to rise at a more
vigorous pace, and the Government apparently stepped up its purchases. The
downtrend in investment throughout the entire year was not strong enough to
nullify the impact of the abovementioned expansionary influences.
Wholesale prices of industrial output for the domestic market moved up about

11 percent between the beginning and the end of 1970, as against 3.2 percent in
the previous year. The steepest jump (6.4 percent) occurred between August
and October, while during the rest of the year prices climbed by an average of
only 0.5 percent a month, or at an annual rate of 5 percent.2
The price increases from August through October reflected primarily the

passingon to consumers of the tax and wage hikes of early 1970 (see Figure XI
3 ), and only to a minor extent did they reflect an increase in producers' returns.
The upward movement of prices the rest of the year can be largely attributed
to the disappearance of all reserves of idle factors of production. The slower
growth of purchases of industrial goods by the rest of the economy thus played a
decisive role in averting the intensiifcation of excess demand and a sharper rise
of prices.
Price and wage developments in the ifrst half of 1970 at least point to a down

ward drift in industrial proifts. The moderate rise of prices, which only partly

1 An indicator of the shortage of labor is the number of unfilled requests for workers placed
with the labor exchanges. These rose from 1,169 in 1969 to an average of 1,320 in the
year reviewed. After moving up mildly during the ifrst nine months of the year, the ifgure
spurted to 1,500 in the ifnal quarter.

2 During the previous boom period (196064) the average annual rise in industrial output
prices did not exceed 5 percent.
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relfected an increase in returns to producers, was counterbalanced by the rapid
mounting of costs after the renegotiation of wage agreements and the tightening
of the labor market. In the second half of the year, along with the heavier pay
roll outlays, stiff tax increases were introduced, and this in turn led to a
further wage hike. Although the irse of prices between August and October
hardly afTected producers' returns, it seems that toward the end of the year the
downward pressure on proifts abated.

4. Industrial Output Prices
Wholesale prices of industiral output for the domestic market went up in 1970

by about 7 percent on an annual average, compared with a mere 2 percent in
1969. The irse in the course of the year came to more than 11 percent, as against
some 3 percent the year before. Thus the upswing begun in the latter part of
1969 carried over through the year reviewed. Between August and October the
level spurted strongly (see Figure XI3 ).
The price rises were partly due ^0 the dearer cost of imported inputs following

the imposition ofstiffer surcharges and to the increase in world pirces. Some of
the rises occurred in branches which probably did not experience a more slug
gish growth of domestic sales; the main factor driving up prices here was ap
parently demand pressure.
There were considerable interbranch differences in the rates of price increase

(see Table XI7 ). Fasterthanaverage rises were recorded for the following

Figure XI3
DAILY WAGES (NOMINAL) PER WORKER AND WHOLESALE PRICES

OF INDUSTRIAL OUTPUT FOR DOMESTIC USES, 196870

(percentages(

H3tfO

A2O0

HOOjO

WHOLESALE PRICES

..... DAILY WAGES (NOMINAL(

XII I
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Table >07

CHANGES IN INDUSTRIAL OUTPUT PRICES IN THE
DOMESTIC MARKET, 196570

)percentages)

Dec.Dec.
1970 as1969 asor decrease ()Annual increase
againstagainstBranch
Dec.Dec.
19691968197019691968196719661965

8.22.74.32.23.60.91.56.7Mining and quarrying
7.60.53.91.02.41.64.74.4Food
11.71.44.61.20.15.36.31.5Textiles
13.73.57.43.32.21.34.61.7Clothing
17.85.312.12.22.70.12.03.4Wood and furniture
17.71.77.71.01.00.10.60.8Paper and paper products

Leather and leather
10.34.85.73.04.115.45.4products
9.60.53.30.10.81.30.81.0Rubber and plastics

Chemicals and refined
8.00.52.60.14.03.05.52.8petroleum products
10.13.37.02.21.11.34.33.3Nonmetallic minerals
7.98.213.94.17.22.46.32.9Basic metals
11.411.213.65.84.90.75.16.2Metal products
12.63.67.62.61.01.82.61.6Machinery

Electrical and electronic
14.15.410.72.74.80.53.33.8equipment
13.96.110.73.52.10.47.89.8Transport equipment
10.62.36.42.97.11.13.95.5Miscellaneous
11.33.27.12.12.31.24.83.9Total

Source: Central Bureau of Statistics.

industries : wood, wood products, and furniture, where the advance came to
about 12 percent, paced by building carpentry (27 percent) and furniture (10
13 percent ); basic metals, which were up about 14 percent, with iron, steel, and
pipes leading the way (17 percent) ; metal products, which showed a rise of 13.6
percent, led by plumbing fixtures, wire and wire products (29 percent), and
tools and implements (over 10 percent) ; electrical equipment, up by some 11

percent, with the biggest increases posted for electrical equipment and installa
tions (14 percent), batteries and accumulators, and domestic apppliances (1213
percent) ; and transport equipment, where the rise was about 11 percent, led
by motor vehicle repair, vehicle production, and spare parts (1214 percent).
In subbranches showing exceptionally steep increases in the course of the year,

the irse in the average annual level was also quite sharp in most cases, with the
curve ascending fairly steadily throughout the year rather than in a single spurt
in August.
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5. Industrial Exports
The f.o.b. value of industrial expotrs, including diamonds, reached some

$ 600 million in 1970, as against $560 million the year before an increase of
6 percent, compared with 16 percent in 1969 and 25 percent in 1968. Exclusive
of diamonds, the figure came to about $ 393 million, as against $ 347 million in
1969a gain of some 13 percent. If "special items"1 are also discounted, the
growth rate rises to 20 percent (from $ 222 million in 1969 to $ 266 million).
Industrial export growth lagged not only in percentage but in absolute terms.

After an advance of $ 96 million in 1968 and a still substantial gain of $ 77 mil
lion in 1969, the increment in the year under review declined to $ 34 million.
Diamonds were responsible for the smaller rise. Special items showed a slightly
higher figure than in 1969, and other industrial exports were up nearly $ 44 mil
lion as against $ 50 million in 1969. The growing weight of other industrial ex

Table XI8

INDUSTRIAL EXPORTS AND VALUE ADDED, 196670"

(at current f.o.b. prices)

Percent annual increase or decrease () Total
exports
in 1970

1966 1967 1968 1969 1970 ($ million(

Industrial exports, excl. diamonds 14.1

Diamonds, net 25.1

Total industrial exports 18.7

Industrial exports, excl. diamonds 14.2

Diamonds, net 50.0

Total industrial exports 22.2

a See note " to TableXI 1.
Source: Exports  Central Bureau of Statistics; value added Bank of Israel estimates based
on provisional inputoutput data.

1 Minerals, citrus products, edible oils and fats, reifned petroleum products, "other metal
products", production and repair of ships and aircraft, and scrap. Some of these exports
are affected by speciifc factors unrelated to general economic developments in the country.
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Exports

392.713.318.625.89.5

202.95.810.823.44.4

595.66.015.824.83.4

addedValue

219.212.114.429.29.1

32.91.29.719.57.0

252.110.513.426.94.7



Figure X/4
CHANGES IN INDUSTRIAL
EXPORTS, BY COMPONENT

GROUP, 196970

(percentages; original data(

ports and the decline in that of diamonds and special items has been in evidence
for the past few years (see Tables XI9 andXI10 and Figures Xl^r and XI
5); in 196970 other industrial exports accounted for over 90 percent of the
total increase.
The composition of overseas industiral sales remained almost constant, except

that the tendency, noticeable for several years now, for the increment to be
spread over a wider array of products
became more pronounced in the year
reviewed (see Table XI12). Among the
most rapidly expanding exports were
potash, knitwear, panty hose and stock
ings, citrus products, and synthetic yarns.
The main cause of the slower expan

sion of industiral exports was the 6 per
cent setback (about $ 12 million ) in
diamonds. Since demand for this item is
highly elastic, the slack U.S. economy hit
Israel's principal market. The situation
was aggravated by the high interest rates
prevailing in that country, which in
duced dealers to reduce their stocks (in
the U.S. diamonds are generally sold to
dealers on credit for up to a year). In
addition, there was a shift in demand
to a different type of stone, and aggressive
competition forced down pirces by 34
percent.
The slow growth of exports of special

items (by 2 percent, or$ 2 million ) was
the resultant of an increase in citrus
products and in potash and other miner
als thanks to more favorable marketing
conditions for Israel's goods and a
decline in "other metal products" and
reifned petroleum products ( owing to
stronger local demand ), as well as in
edible oils and fats.
The prices obtained for these items

edged up about 1 percent on an average,
equal to the quantitative gain. Higher pirces were commanded by mine and
quarry products, other metal products, ship and aircraft production and
repair, and petroleum products; in contrast to this, prices of edible oils and fats
and scrap slipped noticeably, and those of citrus products more mildly.

400.0
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XI9Table

196570OF INDUSTRIAL EXPORTS,GROWTH

f.o.b. prices)(at current

Industrial
exports,Industrial
excl.

diamonds
Special
items*

exports,
excl.Diamonds

XDial

industrial
and specialdiamondsexports

items

$ million

109.075.9184.9132.0316.91965
121.389.7211.0165.1376.11966
140.790.3231.0157.9387.91967
171.8118.7290.5194.8485.31968
222.1124.5346.6215.5562.11969"
266.2126.5392.7202.9595.61970"

Percent annual increase
9201312131965

11181425191966
16110431967
23312623251968
2951911161969
20213661970

" Minerals, citrus products, edible oils and fats, reifned petroleum products, "other metal
products", production and repair of ships and aircraft, and scrap. Some of these exports
are affected by specific factors unrelated to general economic developments in the country.

" See note a to TableXI 1.
Source: Based on Central Bureau of Statistics and Bank of Israel data.

Other industrial exports, as already mentioned, scored a 20 percent gain and
contributed about 45 percent to the total increment, as against roughly 39 per
cent in the previous year. Of the 20 percent increase in 1970, 16 percent stem
med from a quantitative growth and 4 percent from a rise in prices. This cate
gory has been moving upward at an impressive rate for the past several years
)see Figure XI4). This can be ascribed to several factors, the individual con
tributions of which it is difficult to ascertain. First of all, the uptrend in profit
ability has been maintained despite the increase in production costs (the effec
tive exchange rate for exports rose by nearly 20 percent in 1970 see the detailed
discussion in Chapter III). Secondly, exports have continued to advance strongly
in those branches benefiting from investments made specifically to boost over
seas sales.
Despite the relatively rapid growth of these exports in 1970, they failed to

match the previous year5s figure (a real increase of 24 percent). Items going up
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more slowly were motor vehicles, pesti
cides, woolen fabrics, cotton yarn, panty
hose, stockings and socks, garments, and
transmitting and receiving apparatus. The
main reason for the deceleration was ap
parently the dififculty of sustaining the
exceptionally vigorous growth of 1969.
The expansion of industrial exports re

vealed a varying interbranch pattern; in
some branches there was even as absolute
decline. In metal products, nonmetallic
minerals, and wood and furniture, the
decreases can be ascribed predominantly
to the more buoyant domestic demand
for cement products, glass, building car

FigureXI5
EXPORTS OF SPECIAL ITEMS
AND OTHER INDUSTRIAL

PRODUCTS, 196870

(percentages; original data(
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Semilogarithmic scale.

pentry, and metal goods for noncivilian purposes (the 16.5 percent quantitative
decrease in metal products was partly offset by a price rise of some 3 percent ).
Overseas sales of transport equipment were down nearly $ 2 million, in the

main because of the completion of a large order for buses. In leather and leather
products a 3 percent quantity gain was more than offset bya 5 percent retreat
in prices.
Several other branches posted smaller increases in the year reviewed. In ma

chinery production, items for building and earthwork, services, and domestic
use were most affected, their quantitative growth amountingto 17 percent. In
the past several years machinery exports have tended to lfuctuate erratically, and

Table XI10

GROWTH OF INDUSTRIAL EXPORTS, BY MAJOR CATEGORY, 196670

Annual increase
)$ million)

Percentage distribution
of increment

1966 1967 1968 1969" 1970" 1966 1967 1968 1969 1970

Diamonds 33.1 7.2 36.9 20.7 12.6 55.9 56.3 37.9 27.8 37,6
Special items 13.8 0.6 28.4 5.8 2.0 23.3 4.7 29.1 7.7 6.0

Other industrial

exports 12.3 19.4 31.1 50.3 44.1 20.8 151.6 33.0 64.5 131.6

Total indus
trial exports 59.2 12.8 96.4 76.8 33.5 100.0 100.0 100.0 100.0 100.0

" See note " to Table XI1.
Source: See Table XI9.
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the slowdown in the year reviewed was only to be expected, considering the
exceptionally high (63 percent) rate recorded in 1969.
Electrical and electronic products also went up more slowly in 1970 39 per

cent as against 70 percent in 1969; in absolute terms the increases were $ 3.7 mil
lion and $ 3.8 million respectively. The sagging growth rate accompanied a more
sluggish expansion of production (about 27 percent) ; but sales in the domestic
market also slowed appreciably. In the case of exports, the deceleration can
apparently be attributed to the inability to enlarge production capacity as rapidly
as before, with the consequence that the easing of domestic demand pressure in
1970 failed to release additional resources for export production.
Overseas sales of foodstuffs were up 13 percent, as contrasted with 29 percent

in 1969. Canned fruit and vegetables were responsible for much of the slow

Table XI11

CHANGES IN INDUSTRIAL EXPORTS, BY MAJOR CATEGORY, 196970

Percent annual increase or decrease )(
19701969

ValueQuantityPriceValueQuantityPrice

1.60.80.85.51.54.0Special items
5.82.43.511.24.36.6Diamonds

Special items plus
3.10.92.29.13.45.6diamonds

Other industrial
19.915.04.327.823.53.5exports

Total industrial
6.06.70.715.810.54.8exports

Source: Central Bureau of Statistics.

down, a development explained by the more limited supply of raw materials
(chielfy citrus) because of the increased quantities diverted to the export markets.
Another factor was the slower expansion of domestic production, due to the
shortage of labor, coupled with the stronger home demand for the products of
this industry. Prices obtained abroad were up nearly 4 percent, and this largely
balanced the decline in the quantitative growth.
Textiles earned $ 14.5 million (22 percent) more in 1970, compared with

$ 16 million (32 percent) the year before. Here, too, the smaller advance can be
ascribed to brisker demand in the home market, which resulted in domestic sales
rising faster than the expansion of capacity, as well as to the relative stability of
export profitablity throughout most of the year. As in the past, the bulk of the
export consisted of knitwear, panty hose, stockings and socks, apparel, and syn
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Table XI12

MAIN INDUSTRIAL EXPORTS," 196770"

(at current f.o.b. prices(

Percentage distribu
tion of incremental

exports
Percent annual in

crease or decrease )()$ million(Value

1970196919681970196919681970196919681967

6.111.22.28.724.45.235.132.326.025.1Citrus products
Other metal

10.85.231.121.511.1230.018.323.326.28.0products
Reifned petroleum

3.54.62.910.314.410.414.015.6. 18.216.3products
6.510.35.419.057.752.518.815.810.06.1Synthetic yarns
0.96.02.02.729.011.514.615.011.610.4Coppercement
22.17.53.967.138.626.725.415.211.08.6Knitwear
6.15.02.020.925.512.816.213.410.69.4Tires and tubes
17.10.50.259.92.40.721.113.213.513.6Potash

Panty hose, socks,
9.511.67.136.4118.6300.016.512.15.61.4stockings
5.63.02.432.917.817.15.37.99.68.2Cotton yarn
5.40.93.733.87.546.84.97.46.94.7Phosphates
0.42.11.72.618.120.08.07.86.65.0Pharmaceuticals

Edible oils, fats,
1.72.95.211.329.3134.86.37.15.52.3oilcake

0.40.21.92.91.713.96.87.06.97.9Plywood
2.83.41.421.746.520.07.36.04.14.0Pesticides
0.24.81.91.249.024.4'8.28.35.64.5Clothing
0.20.52.42.47.923.74.04.14.45.9Cotton fabrics
1.51.22.016.317.250.05.04.33.62.4Leather garments

3.01.42.934.122.9100.02.74.13.31.7Woolen fabrics
2.63.20.729.378.225.02.94.12.31.6Motor vehicles

Transmitting and
receiving

3.93.62.050.0128.8240.05.43.61.60.5apparatus
41.761.576.08.617.730.5246.8227.3193.1147.6Total

Total indus
trial exports,
excluding
diamonds 231.0 290.5 346.6" 392.7" 25.8 18.9 13.3 100.0 100.0 100.0

Total indus
trial exports,
including
diamonds 388.9 486.3 562.1 595.6 24.8 15.6 6.0

" Commodities which in 1968 had an export of more than $ 1 million.
" See note " to TableXI 1.
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thetic yarns. The rising trend in cotton and cotton products continued to slow
down in the year reviewed.
Among the branches experiencing a more vigorous expansion of exports,

particularly outstanding gains were recorded for rubber and plastic products (up
$ 7 million ) and chemicals ($ 5.2 million). The growth of plastic products
alone was in the regionof $4 million, with PVC sheets, synthetic products,
laminated sheets, and polyethylene bags topping the list. Tire sales were nearly
$ 3 million over their 1 969 level, with the upward trend in prices abating.

Table XI13

INDUSTRIAL EXPORTS, BY MAIN BRANCH, 196770

)at current f.o.b. prices(

Percent annual increase or decrease) (lotal exports ($'000(
1970

19691968196719701969
Pirce1'QuantityValue

2.010.913.114.09.53.343,56238,530Mining and quarrying
4.48.313.129.421.77.162,89855,606Food
0.222.222.031.821.518.780,50365,991Textiles
0.17.87.78.022.82.215,75414,632Clothing
6.76.70.412.95.014.59,1389,172Wood and furniture

Paper and paper
0.746.445.42.28.4160.03,1132,141products

Printing and
3.413.617.528.95.329.55,9095,028publishing

Leather and leather
4.73.11.786.128.929.63,4883,549products
2.346.142.728.114.99.523,52916,490Rubber and plastics

Chemical and reifned
3.07.610.86.319.117.452,86547,718petroleum products
1.611.09.612.119.411.02,0333,356Nonmetallic minerals

3.52.45.811.222.94.4202,945215,534Diamonds (net(
4.747.540.60.015.042.37,3675,240Basic metals
2.916.313.90.4149.015.828,46333,072Metal products
4.717.222.763.26.286.310,5028,560Machinery

Electrical and elec
0.5.38.739.469.597.087.012,9369,282tronic equipment
2.414.312.20.437.677.99,79511,152Transport equipment
2.422.625.59.446.032.712,0749,618Miscellaneous

Total industrial
0.76.76.015.624.83.4586,874554,671exports

Total, excl.
0.313.013.318.925.89.5393,130346,537diamonds

" See note * to Table XI1.
" In calculating price changes the prices of the different commodities were weighted by their
quantitative export in 1969.
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Mine and quarry products were up by some $ 5 million, about the same as
in the previous year. However, in contrast to 1969, most of the increase was
in potash, whereas coppercement and phosphates fell off noticeably. The strong
gain in phosphates can be credited to the improved conditions in the world
market because of the less aggressive competition on the part of the Canadian
mines (which in the past had depressed prices sharply). The price commanded
by this product was nearly 7 percent higher in 1970, with the quantitative growth
soaring almost 50 percent.
The remaining industrial branches clothing, paper and paper products,

pirnting and publishing, and basic metals showed a slightly higher export, with
the main items being outerwear, publishing, and cardboard. In basic metals
there was a larger export of copper (bars), while the downtrend in pipes was
checked following the completion of the EilatAshkelon pipeline, total sales com
ing to about $ 2 million. Altogether, these branches exported some $ 5 million
worth of goods in 1970.

6. Investment
The irsing trend in industiral investment slowed conspicuously in 1970, when

the advance came to 10 percent as contrasted with 35 percent the year before.
This brought up the level from $ 668 million in 1969 to $ 736 million (at 1969
prices). Growth declined most sharply in mining and quarrying, where no new
projects were launched duirng the year, while in manufacturing there was a
rise of some 15 percent. The sagging rate of increase in the year reviewed con
tinued a trend apparent since 1968, which relfects the reversion of capital
spending in this sector to its normal level, after departing from it during the
recession. Another reason for the deceleration was the abnormally big increase
in 1969 because of a speculative wave of purchases of imported equipment in
anticipation of a pirce rise (which actually materialized in 1970). Investment
in new enterpirses amounted to about IL 100 million (at 1969 prices), as against
some IL 83 million the year before, and accounted for respectively 13 and 14
percent of total capital outlays. Four large concerns (two food plants, a textile
factory, and the chemical complex at Arad) accounted for the lion's share of
the new investment ( about 65 percent ).
The branch structure of industiral investment1 indicates a further concen

tration in branches anticipating a steady growth of demand for their products
on the part of the public sector and/or household purchases of such essentials
as food and clothing. The bulk of the capital expenditure was made in the metal
products, transport equipment, and cement products industries; notable increases

J As an indicator of the branch distribution of industrial investment we used data on im
ported equipment, which in 1970 accounted for more than 60 percent of total industrial
investment and nearly 80 percent of total outlays on equipment.
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Table XI14

INDUSTRIAL INVESTMENT IN 1970 AND REAL ANNUAL CHANGES IN 196570

Investment
in 1970
(ILm.(

or decrease )(Percent annual increase

197019691968196719661965

Investment in machinery
598.59.550.2111.625.915.03.2and equipment

Thereof :
461.713.645.8156.031.914.95.5Imported

136.82.265.034.911.316.52.4Locally manufactured

137.212.77.250.617.940.115.7Investment in buildings

735.710.135.091.123.424.98.5Total investment

Source: Central Bureau of Statistics.

were also reported for food processing and the printing and publishing industry,
with the investment being spread over a fairly large number of concerns. In con
trast to the above branches, capital spending fell off in wood and furniture, as
well as in chemicals and refined petroleum products following the completion
of such large projects as the new oil pipeline and the greatly reduced scope of
work on the chemical complex at Arad.
An examination of investment by type of asset does not reveal, in sharp con

tradistinction to earlier years, a decline in the share of buildings and a corres
ponding rise in that of equipment. After falling off in absolute terms in 1969,
investment in buildings was up 13 percent in the year reviewed. The drop in the
share of equipment this year stemmed from a decline of some IL 3 million
(2.2 percent) in locally produced items, compared with a very steep 65 percent
rise in 1969. Purchases of imported equipment went up much more slowly in
1970 by 14 percent as contrasted with 46 percent the year before. The smaller
share of equipment in 1970 can be ascribed primarily to the largescale specula
tive purchases made at the end of the preceding year, and perhaps also to the
disappearance in the course of 1970 of the stock of empty buildings.1
Notwithstanding the smaller percentage rise in investment in 1970, the stock

of capital assets expanded at the same rate as in 1969 10 percent.

* The active encouragement of the erection of industrial premises in Jerusalem apparently
explains much of the heavier investment in buildings. See also the discussion in Chapter V,
"Domestic Investment", and Chapter XII, "Construction and Housing1'.
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