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PREPACE 

1/ 
This  is one of a series-'of four studies on some aspects of 

industrial  development  in Egypt undertaken by the Institute of National 

Planning ClNPi   in Cairo at  the recruest of the United Nations Industrial 

Develooment Organization  'UNIDO).       It  is  expected that these descriptions 

of the Egyptian experience will  prove useful  to developing countries at 

all  levels  in formulating industrial  programmes and setting policies to 

achieve develonment  goals.       They may also be of interest to  developed 

countries  rrA international  organizations,   giving them a better perspective 

of the  fields of activity covered by their different  types of programmes. 

The  oresent studv deals with the main changes in organization,   invest- 

ments,  out out,  employment,   productivity  and geographical distribution of 

the manufacturing industry during the  period 1945-1970.        It was orepared 

under the  supervision of Maurice Macramalla,  Director of the Social  Planning 

Centre,  INP.      Two INP Industrial Planning Experts were charged with the 

analysis of data and preparation of the  s\,udy, Fathi Khalil El-Housseini, 

who orepared chapters I,  III  and VI,  and Hassan Abd-El-Aziz Hassan,  who 

prepared chapters II,  IV, V and VII. 

In the  preparation of this study,  the  Institute received assistance 

from the Ministry of Planning and the General Organization for Industriali- 

zation. 

The authors wish to express their thanks to all  individuals who 

extended their assistance durina- the course of the study,  especially to 

Abdalla    Darwish,  Chief of the  Price Planning Agency,   for his comments givon 

in his capacity as a consultant,  and to M.   Fahmy, Secretary General of the 

INP,  and his assistants,  who efficiently handled administrative and other 

matters. 

1/ 
The other three studies published -ander svmbol UNIDO/IOD.I89 deal with the 

following aspects:    volume II  with "Manufactured exoort3 - develooment since 
195O and th«ir fvture orosoects",  volume  III with "Small-scale  industries" 
and volume  IV with "Transfer and adaptation of technology". 
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I.  GENERAL OUTLOOK 

The revolution of 23 July 1952 was a turning point in Egypt's 

political and socio-economic history.  Therefore any attempt to 

analyse and evaluate the achievements of the revolution as well 

as the structural changes which occurred in the economic life must 

take into account Egypt's political, economic and social conditions 

during the first half of the century.  Economic developments are 

also linked to the political and social conditions which prevail in 

the society. 

After Second Viorld /Jar -he poor-r nations of the world began to 

realize the wide gap which separated their standard of living from 

the industrially advanced countries.  This realization made mani- 

fest the close link existing between the efforts to achieve economic 

development and the political and social conditions of a country. 

Economic development requires the creation of a suitable atmosphere 

involving the political and social aspects of a society, such as 

ensuring political stability, reforms in the taxation and banking 

systems and reforms in methods of training.  The problem of back- 

wardness is to a large extent linked to population growth and to the 

structure of employment. 

Economic life in Egypt has been tied to the existence of the Nile, 

a river that runs in the midst of a vast desert area forming a vallay 

and a delta.  Egypt's physical area is estimated at about 230 million 

feddans- including the Nile Valley, th<- delta, western and eastern 

deserts and the Sinai Peninsula. 

The land area of the Nile Valley and delta are estimated at about 

8 million feddans and contains most of the country's agricultural re- 

sources and the majority of the population.  Most of t*e physical area 

of the country, or 96% is occupied by the i^s-rt.   Egypt's agricul- 

tural area is estimated at about 12 million feddans, of which 6 million 

are cultivated; the rest represents an arable area or land which could 

be cultivated if water were available.  Modern technological methods 

to lift water might be used. 
2/ 

-'1 feddan = 0.42 hectares. 

2/ -  Dr. Ezz el Din Naman "Lectures on agricultural planning", Part One, 
Institute of National Planning, Internal memorandum 48, pp. 3-5- 



The hot climate and the scarcity of rain has helped to delineate 

the features of the struggle between the Egyptian man and nature 

throughout history.  This situation crystallized the position of the 

Egyptian peasant, namely that he is almost an integral part of the soil. 

Agriculture became the backbone of economic life and the quality of the 

soil has been enhanced by silt sediments from the Nile.  The cultiva- 

tion of long-staple cotton necessary for the manufacture of best-quality 

textiles became predominant.  Greater attention was given to irrigation 

and drainage as well as to the construction of bridges and canals to 

promote agriculture.  Thus, irrigation works reached the sum of 

LE 22.5 million -'between 1927 and 1937-  Foreign trade basically rested 

on exporting cotton and importing industrial goods.  This type of agri- 

culture-oriented production was reflected in the social structure of 

Egyptian society and in the important role which the landlords played in 

the country's economic, political and social life. 

Despite shortcomings in the statistical data on the structure and 

development of the Egyptian economy during this period, the following 

table indicates the growth of the net national product between 1939 and 1950. 

Table 1. Net national product by industry (million LE) 

Agriculture, livestock, poultry, 
fishing 

Industry, mining, building 
Commerce 
Transport 
Professions 
Public services 
Personal services 
Other 

1939    1945    1945    1950 

81      217      224      374 

13 46 51 105 
11 50 - - 
6 15 282 150 

17 50 3 115 
12 13 10 - 
8 16 10 35 
9 42 - 46 

Source: 

Total >7     449     580      825 

Charles Issawi,  Egypt at Mid-Century (London,  Oxford University 
PreBS,   1954) 

3/ 
Mahmoud Omar,The strategy of industrial planning and the experience of 
industrial development.A case study of the U.A.R. 1952-1965 (Hague. 
Institute of Social Studies,   1967), page 8. — 
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The agricultural  sector contributed more than half the net 

national  product  in 1939, but this proportion decreased a little 

in  1945 and 1950.      Table 2 indicates the growth of population in 

Egypt and the distribution of manpower over the various sectors. 

The  category manufacturing and handicrafts includes textiles, 

foodstuffs,  leather,  chemicals,  paper, metals and non-metallic pro- 

ducts. 

Table  2 illustrates: 

(a) Agricultural  activity is the major outlet for increased 
manpower; 

(b) The relative  importance of industrial manpower was limited 
in  1947 despite its steady increase; 

(c) The relatively growing importance of professionals,   par- 
ticularly teachers,  physicians,  scientists,  lawyers and engineers; 

(d) The substantial increase in the number of persons engaged 
in personal services in 1947 is paralleled by a substantial drop in 
the number of unemployed in comparison with prior years. This may 
result from the fact that housewives were included in 1947 personal 
services, while in the years 1927 and 193? housewives were rated as 
unemployed. 

Table  2. Number of persons employed in various industries 
(in thousands,  excluding children under 5 years) 

Agrie ulture 
ïishin,'» 
Kinias 
lîaai.i'aît'uriag and 
bane í-ríÉÍ t3 
Oc-sjructioa 
I-arrcport and comauaic en- 
tices 
Coni-arse aad rinunce 
PirsinsJ. esi-rt.es (hotels, 
rcszj'jri-'.ta  ber3,  cleaning 
C2taul.iñhaart3, aorcuariea, 
aCE-í¿tií cei-T-antò,   oto.) 
P.'Oi'tj s Lous 
l'-¡ii-i.-Dá;.xzrl¿l public 
servieAS 

Hl—iefiaed aad unproduk- 
tiv» 
t-isccupied persona 

Total 

1927 

3,^6 
40 
10 

125 
196 
460 

284 

1¿2 
152 

596 
6,184 

¡12,148 

1957 

4,265 
43 
11 

47a 

la 
139 
460 

¿36 

151 
-71 

1.12 J 
6,391 

1947 

Uea 

3,655 

13 
652 
112 
201 
544 

a,? 

4&9 

1,054 

ì . -;nq 8,111 

Wcaaa 

3,8,9 

57 
1 
2 

75 

2,539 

26 

4-»7 
1,175 

8,270 

ïotal 

7,555 

13 
709 
113 
203 
620 

1,855 

515 

1,570 
2,227 

16,^21 

Source:    Charles Issawi,  op.  cit.,  p.62. 
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The previous analysis  indicates the minor importance of 

industrial activity as compared with agricultural activity.     The 

need for industrialization,   although felt in the wake of Jeconci //arid <var, 

was confined to efforts of the Misr Bank which was established in  1920. 

The primary aim was to promote the cotton gining, weaving and spinning 

industries, as well  as cotton seed pressing.       Pood industries also 

took an early  lead,  as well  as light industry in general. 

The trend toward industrialization was stimulated by the role 

played Ky foreign capital.       As a matter of fact, foreign capital 

played a prominent role in the process of industrialization throughout 

the first half of the  20th century.      It was helped by the  framework 

of economic freedom which prevailed at that time, a situation ensuring 

freedom of transfer of foreign capital and of revenue.      The important 

role played by  foreign capital in the Egyptian economy until the post-war 

period is seen in table 3^ 

Table 3.  Share of Egyptian and foreign capital  in  joint stock 
:ompaniea,   1933-1948    (million  L2 ) 

Period 
Egyptian 

Egyptian Foreign Total percentage of 
total 

Before 1933 6.0 6O.7 66.7 9 
1933-48 (newly formed 
companies) 21.0 5.7 26.7 79 
1933-48 (increase of 
capital) 19.3 - - - 

46.3 71.6      117.9 39 

Source :    Charles Issawi,  op.  cit.  p.   208 

Another important characteristic of Egyptian industry  in that 

period is represented in the marked importance of small industries 

which employed less than 10 workers.      This was the  logical outcome of 

the nature of the industries which existed at  that time and which were 

basically represented by the weaving,  spinning and foodstuffs industries. 

For instance,   the weaving and spinning industries,  although dependent 

for most part  on two major units,  one  m Mehalla el Kobra and the other 

in Kafr el Dawar,  included a number of small and medium units which used 

the manual loom.      Table 4  indicates the nature of Egyptian industry with 

regard to the  number of establishments  m 1944 and  1947- 

i 
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Table 4-  Number of industrial establishments by 
number of employees,   1944 and 1947 

Avfrg^.ç »unber Number of Tot il number 
of employees establishments empi oyeci 

19'W-              is« 7 19'*4 1W 

Uaàer 10 18,374            23,362 79,000 96,000 
10 to 49 2,773             2,798 50, coo _ 53,000 
50 to ¿M-9 523                519 77,0^0 7Ó.CCO 
more   tha» 500 45                     64 102,000 137,CCO 

Total 22,220             26,7^3 315,COC 367,000 

Source:    Charles Iss awi,  op. cit., p.   157• 

If foreign trade is the genuine reflection of the degree of economic 

growth of a society,  this would apply to  the Egyptian economy in the first 

half of the 20th century.      Thus,  ir the  Egyptian economy,  as in the rest 

of the developing countries,   foreign trade has played an important role 

in economic activity.      Thus,  in tue post-war years exports accounted for 

around 20 ' of the national   incese,   and i tports were slightly higher.- 

The  imports of the Egyptian economy depended on cotton production,   and 

these fluctuated from year to year according to  the circumstances of cotton 

production and their prices as observed in table  5«      Foreign demand for 

Egyptian exports,  basically cotton,  wa3 elastic  and the demand for  imports 

was, by their very nature,  closely related to the revenues accruing from 

cotton exports. 

In view of the general  framework governing Egyptian economic develop- 

ment during this period and the important role  played by foreign capital 

in the national  economy, businessmen looked upon foreign trade as a source 

of profit.      It  was,  therefore,  the major recipient of foreign investments, 

since profits wers relatively reliable by being linked to cotton,  the 

major crop. 

4/ 

-    Charles Issawi, op. cit.,   page 194« 
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Table 5. Cotton prices and importation capacity 

Year 

I92I- 1929 

efter 1930 

1947 

pri.ce3.jDar 
kaûtar"Us 

20-40 

10-13 
50-100 

Source: Charlea iBsawi, op.cit., p.196. 

iaport3 
m, LE 

45 - 55 
25-35 

100 -200 

Tablea 6 and 7 indicate the structure of Egyptian foreign trade 

for three separate years.      Imports are more varied than exports, and 

the evident impact of population growth on the structure of imports 

has made Egypt a major importer of cereals,  tea ndd tobacco in the 

post-war years.      The increase in the imports of iron and steel as 

well as equipment and chemicals indicates the degree of industrial 

growth which accompanied the war years. 

Table 8 indicates the geographical distribution of Egypt's foreign 

trade;    to be noted is the relatively low level of trade with other 

countries in the Middle East, because these countries were not indus- 
trially advanced either. 
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II.     ORGANIZATIONAL STRUCTURE OP THE MANUFACTURING INDUSTRY 

A.    Some features of the institutional framework of 
manufacturing industry between 1945 and 1952 

Prior to 1952, the manufacturing industry was almost entirely 

in private hands.      The contribution of the public sector in the 

field of industry and electricity did not exceed ^.8i of the gross 
5/' value added of this field.-7     Apart  from the Misr Bank,   industrial 

establishments, and a few large private Egyptian industrialists, 

most of the large-scale industrial  enterprises were owned by foreigners.- 

The organization of small-scale  industrial enterprises in productive 
ll co-operation was almost non-existent.-      In each branch of industry, 

a Chamber of Industry was set up by industrialists and these chambers 

were grouped together into a Federation of Industries,  which represented 

employers.      This Federation was subsidized by the Government,  and it 

adopted a policy of protective tariffs as early as  1930.       The Federation 

developed into a very powerful  and influential organization.      On the 

other hand, up until 1942,  when the  first law for the recognition of 

trade unions was promulgated,  only a small number of workers were able 

to organize themselves into unions,  but these were almost  powerless 

because  their activities were closely and  stri;4:!./ supervised by the 

Government.      Furthermore,  their financial resources were meagre, and 

they were dominated to a great extent by the entrepreneurs. 

6/ 

- P.  O'Brien, The revolution in Egypt's economic system    (London, 
Oxford University Press,   1968) ,page  154. 

6/ 
- S.Y.   Sidhom,  "Development  planning in the United Arab Republic - 

An economic analysis and evaluation of the Egyptian experience" 
Memo No.  775    (Cairo,  Ministry of Planning,  1969), page  103. 

7/ 
- The general Egyptian organization of co-operative production and 

small-scale industry,  Co-operatives and small-scale  industries, 
The  second book    (Cairo,   1963), page 21   (in Arabic). 
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The role of the Government was restricted to the creation 

of conditions in which free enterprise might flourish.      It did not 

participate directly in economic activities,  with the exception of 

the construction of infrastructure,  and in  1945 a Five Year Plan was 

drawn up which concentrated on certain projects of infrastructure. 

However, by 1950 leas than half the appropriations set aside by the 

budget  for new works had been spent.      The Government contributed r.ore 

than half the capital of the Industrial Bank,  which was established in 

1949» to provide existing companies with long- and short-term loans 

and to participate  in the foundation of new enterprises.      The activities 

of the Industrial Bank were few until  I952,  however.-' 

Protection against foreign competition represented by far the most 

important  stimulus offered by the Government to  industry.      The Govern- 

ment certainly had no fixed policy to promote efficiency by fostering 

competition behind the tarif: barrier, but it  favoured large combines 

by granting them differential freight rebates on state railways.2/    On 

the other hand,  many small-scale enterprises were compelled to stop 

production because of competition and the Government's desire to de- 

crease their activities in order to help large-scale manufacturing.1-' 

Government  policies which encouraged private monopolies were largely 

interpreted as a response to the demands of the wealthy elite.  - 

Therefore monopolies existed in some important  industries due to the 

attitude of the Government,  to the limited market,  the lack of capital 

and the présense of protective tariff policies. 

8/ 
- M. Sheta, The Public Sector    (Cairo, Muktabat Ein-Shaas, 1972),p.II9 

(in Arabic). 

9/ -See P.  O'Brien,  op_.cit.,  pp.  54, 65. 

-'During the three years 1947-1950 the number of textile establishments 
employing less than 99 workers decreased by 50Í, while the number of 
textile establishments employing IOO-149 workers increased by 45C 
A.H.  Hassan,   "The problems of industrial development  in the U.A.R.", 
Central School  of Planning and Statistics,  Warsaw,   1972,  p.20. 

- D.C.  Mead,  Growth and structural change  in the Egyptian economy 
(Illinois,  Irwin,   I967)  p.48. 
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B.    The 1952 revolution and iti institutional 
and organizational change» 

Government relations with the national economy have gone 

through three stages since the revolution:    the free enterprise 

stage (1952-1965) and the stage of guided capitalism (1957-1960) 
12/ were the first two; -'   the third stage (i960 to present) may be 

called the period of predominance of the public sector. 

During its early years, the Government of the revolution was 

satisfied to leave the largest part of the economy in private hands. 

In fact, no very clear departure can be observed from the economic 

policies pursued by the old regime.      Apart from the land reform, up 

to 1956, the continuity seems more evident than change.      However, 

stress on continuity is by no means intended to minimize the more 

positive role played by the new Government in economic development 

and in supporting the rights of the workers and their unions. -'   It 

was the first time that the Egyptian Government  faced the problem of 

economic development.  -'    In  1952,   the Permanent   Council for the 

Development of National  Production (N.P.C.) was  established.    Its 

function was to study and recommend economic projects for the development 

of agriculture,   industry,   electricity and commerce.     It was not a merely advisory 

12/ -'   P. O'Brien, oj).  cit. 

12'  Ibid.,  pp. 68-69. 

"Although the new Government encouraged industrial workers to organize, 
it retained overall responsibility for almost all matters pertaining 
to their welfare and they appear to have derived more benefits from 
direct state interference with the prerogatives of their employers tluji 
from union activity.      But no doubt unions performed the vital task of 
ensuring that companies obeyed the law" (Ibid.,  p.75«) 

-    Ismail S.  Abdalla,   "The birth and development  of the public sector in 
Egypt"?  Seminar on the role of the public sector in the economic 
development of Africa,  Institute of National Planning, Cairo and UN 
African Institute for Economic Development and Planning, Dakar, 
(Cairo,  20 May -  29 June  1972)  p.1. 
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body;   but it was empowered to participate actively with both the 

ministries and the private sector in identifying,  executing and in 

the financing of projects.1^    The N.P.C, was to submit within one 

year of its inception an integrated programme of national economic 

development to be carried over three years} however, this programme 

was not  submitted.      It nevertheless studied and executed a number 

of important industrial projects,  among them the iron and steel plant 

and chemical fertilizers plant,  and the rubber tyres project.1-^ 

The economic policy of -'.he revolution was mainly aimed at helping 

industry through the adoption of two policies:1-' 

(a) The Government's direct and indirect participation in the 

establishment of industrial  projects.      The purpose behind this was to 

provide a substantial part of the capital required for new projects 

before appealing to the public for subscriptions.      This was rendered 

necessary by the lack of a well-developed capital market  in Egypt, 

particularly underwriting institutions. 

(b) Encouraging the private  sector to subscribe to  projects of 

national  importance.      Such encouragement assumed various forms.     The 

tariff system became more protective.       Import duties on machinery and 

non-competitive raw materials were reduced or abolished completely, 

while tariff rates for competitive and non-essential manufactured goods 

were subsequently raised.      More important was the adoption of a 

"licensing of imports", which prevented the importation of goods that 

could technically be produced within the country.      Other forms of 

incentives were direct  subsiiies,     tax exemptions, cheap loans, bulk 

purchases,  the guarantee of minimum dividends for some newly established 
companies,  etc. 

15/ - P.  O'Brien, o¡>.  cit,  pp.  68-69 

- P.R. Fahmy, "Some aspects of the structural change in the manufacturing 
sector and their implications in Egypt, 1930-1970", Seminar on long 
term planning, organized by I.M.P. (Cairo) and SGPIS (Warsaw), 
(Cairo, 18-25 February I959) p. 22. 

17-' *   Ibid, p.25. 
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The goal was to stimulate the expansion of industry and more 

specifically to give private investors every possible incentive to 

place their savings within manufacturing firms.  Investors included 

foreigners as well as nationals.  In order to attract more private 

capital from overseas, the Government of the Revolution reversed 
18/ 

the Egyptianization policy of I947. -' 

C. The birth of the public sector during the period 1956-1960 

Government policies failed, however, to attract private foreign 

capital or to shift domestic saving from other investment fields, 

mainly luxury residential buildings, to industrial development. Then, 

with the nationalization of the Suez Canal and the ensuing Suez War 

in 1956, government policies changed rapidly to what was called guided 

capitalism.  The Suez War prompted the Government to nationalize 

British and French property, while a law of the "Egyptianization" of 
19/ 

all financial institutions was passed in 1957. - The Suez War, together 

with the failure of private enterprise to shoulder its expected role 

in industrial development, led to growing government control over 

private production and the expansion of the scope of activity of public 

enterDrises. 

18/ - It is worth referring to the "Egyptianization" policy issued in 1947 
whereby 5I' of the capital of all new joint stock companies had to be 
owned by Egyptians.  This policy had the effect of stopping foreign 
capital investments in the Egyptian economy.  Then, a new law in 
July 1952 proclaimed that only 49'' of the shares of a joint stock 
company had to be set aside for Egyptians and if the required propor- 
tion was not taken up by native citizens within a month, the share 
issues became open to public subscriptian regardless of nationality. 
(See P. O'Brien, op. cit., p.71.) 

19/ - This meant that all shares were to be owned by Egyptians; in 
addition all members of the board of directors and managers were to 
be Egyptians. 
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The Ministry of Industry was established in 1956  in addition 

to two  important organizations,  the National Planning Committee and 
20/ the Economic Organization.       The  first one was created -    in 1955 to 

draw up a long term plan for social and economic development which 

would mobilize public and private effcrts.      The second one was esta- 

blished in 1957 with a view to  controlling the operations and investment 

policies of the industrial  and commercial enterprises already totally 

or partly owned by the state.       To assess the importance of the Econo- 

mic Organization it is sufficient to say that the industrial  firms 

affiliated with it produced around one third of the aggregate output 

of the organized industrial  sector and employed around 20'5 of the 
21/ labour  force.  - 

Since the creation of the  first comprehensive plan by the newly 

established Planning Committee was to take some time,  a five-year 

industrial programme for the  period 1957-1961  was laid down by the Ministry 

of  Industry.    To  implement  this  programme,  a special organisation was created 

in 1957,  namely the General Authority to Execute the Five-Year Indus- 

trial  Programme.      Furthermore,   in order to harmonize investments within 

the  framework of the Plan,  a special law providing for the organization 

of industry was promulgated in  1958.      This law empowered the Ministry 

of Industry to control all  industrial investments by requiring every 

new establishment or expansion to obtain a license.       It  is worth noting, 

however,  that the industrial  programme depended mainly on public investment. 

This industrial programme,  together with an agricultural one,  was later 

amalgamated into the overall  five-year plan for the period 196C-/6I to 

1964/65 drawn up by the National Planning Committee. 

20/ - Whereby the earlier Permanent Council for the Development of National 
Production and another,  previously established,  Council for National 
Welfare Services were amalgamated. 

21/ 
It  is assumed that the organized industrial sector is equal - not 
quite accurately - to firms employing more than 10 workers.     Firms 
employing 10 or more workers accounted for 56''1 of the net industrial 
output and employed 46' of the labour force.   (See P.  O'Brien,  OD.  cit.  p.90.) 
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In „Uly i960 the  implementation of the first comprehensive five- 

year plan began.       This plan constituted the primary stage  in the long 

term ten-year plan,  which aimed at doubling the national  income in 

ten years;    40'' of this target was to be realized in the course of the 

first five-year plan.      It3 principal objectives apart  from the income 

target,  were to achieve greater equality of opportunity,  a better 

distribution of income and property,  and expanded work opportunities.. 

The plan took into account the necessity of diversifying the economy, 

harmonizing the balanced development of the economy,  and strengthening 

its competitive position in the world market.      The  planned investment 
22/ target was LE 1,696.9 million for five years.—'   The  second five-year 

plan (1965/66-1969/70) had no chance of adoption as a result of external 

problems.      Annual comprehensive  plans accompanied with annual government 

budgets were adopted during the  two years 1965/66-1966/67  and a three-year 

plan was drawn up for the  period  I967/68-I969/70,  mainly to complete the 

partly executed projects and to  counteract production bottlenecks and 

relieve pressure on the balance of payments.      Unfortunately, the last 

three-year plan was not implemented because of the war in June 1967. How- 

ever,  it  is ,vcr*'i noting that despite military and defense expenses the 

process of development went on. 

Up to  196O,   the date of the beginning of the plan,   and in Bpite of 

the heavy dependence on public  investment for the realization of the plan 

targets,  the greatest part of the  economy was still  in private hands. The 

public sector accounted for only about 17' of the gross domestic income. 

More than half of this portion was contributed by traditional government 

administrative  functions and the  greater part of the rest was contributed 
23/ by the transport and communication sectors.—'   Thus the economy remained 

basically capitalist.    The  state  intervened and directed the economy by 

a group of administrative measures, by organizing industry, by fixing 

prices, by adopting systems of licensing of imports,  by exchange control 

and by a group of measures that  placed the State  in possession of certain 
24/ 

key enterprises in the economy.— 

— U.A.R.  National  Planning Commission,   'General frame of the five-year 
plan for economic and social  development, July 1960-June  1965"» 
(Cairo,  G.O.G.P.O.,   i960)   pp.7-23- 

—P.O'Brien,  op.cit.,  p.154. 

—s Ismail 5.   Abdalla,  00.   cit.   pp.7-8. 
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D. The development of the public sector 

In i960 and 196I the picture of the economy changed fundamentally 

as the public sector became predominant.  The nationalization of the 

"¿ir Bank and its affiliated large concerns took place early in i960. 

There was a new series of laws issued in July I96I that gave the 

Government controlling ownership - and in most cases complete ownership - 

of the shares of enterprises in the industrial sector.  Smaller manu- 

facturing establishments were left to the private sector, but many were 
25/ 

later nationalized.—'  In I963 most large share-holding companies were 

taken over completely by the otate, and in I964 some additional enter- 

prises were nationalized.  Nationalization laws helped to expand the 

public sector, which by I969/7O contributed about 67 =• to the output of 

the industrial sector.—' 

The predominance of the public sector was less in some light manu- 

facturing activities such as printing and publishing, apparel and foot- 
27/ 

wear, wood products and furniture and leather and leather products.—'-' 

The nationalization laws of I96I brought benefits to employees such 

as higher minimum wages, the reduction of the working week to 42 hours, 

the introduction of a system of profit sharing and participation in 

administration. 

25/ —The nationalization laws of I96I  included 44 industrial companies 
representing basic and heavy industry and half of tl.a shares of 
82 companies, mostly of light industries and contractor activities. 
Ownership of shares was limited by these laws to  LE 10,000 by any 
individual;     shares over this ceiling were taken by the   State. 
A measure gave the   State a strong hand in about  145 other industrial 
companies of spinning,  weaving and light  industries.     (See A.O.  Mettwaly, 
"Scope and organization of the Egyptian public sector", Seminar on the 
Role of the Public Sector,  I.N.P.C.,  Un A.L.E.D.P.D., Cairo,  1972,  p.15») 

—  Abiallih    Darwish, Vice President of the General Agency of Prices. 

—'See A.H.  Hassan,  table  I.A.3., p.429« 
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In i960 the Misr Organization waB established to run the 

nationalized Misr Bank and its many affiliate companies.    Another 

El-Nasr Organization was founded in 1961  "to supervise the enterprises 

that were  established and affiliated with the "General Authority for 

the Execution of the Five Year Industrial Programme" and to limit the 

activities of the said authority in the process of studying and esta- 

blishing new industrial projects.      Through the  I96I  nationalization, 

the three existing public organizations (the Economic Organization,  the 

Misr Organization and the El-Nasr Organization)   supervised the various 

nationalized enterprises.      Each of these three public organizations 

supervised a group of various enterprises in the  fields of industry, 

agriculture,  commerce and insurance in order to maintain competition 

among similar enterprises. 

In 1962 there was a substitution of another organizational 

structure.      For instance,  in the field of industry,  nine specialized 

organizations were established.—'     Each one was concerned with closely 

related industrial activities and supervised the  public enterprises 

and newly nationalized private concerns which worked in the same  field. 

These organizations were attached to the Ministry of  Industry.     In the 

same manner,   otner organizations wer» attached ministries  according to 

the nature of their activities.     At the top,   a supreme  Council  for Public 

Organizations  was   created,   comprising all the members of the  Government 

(president  and ministers).   "The "Council determined the produatîon~tarfét3 

of the various  enterprises,   co-ordinated and followed up their activities 

ana approve:   tn-^.r  cudgets   and  activities.     The ministries  assumed  -he 

rerronsability for  ?xt?nding advice and guidance,   organisation,   control 

and supervision,   and for implementing the annual  production programmes   laid 

down for the organizations and approved by the  Supreme Council for public 

organizations.-^      The role of the specialized organizations was  one of 

—^The General Egyptian Organization for Metallurgy,  for the Foodstuffs 
Industry,  for Weaving and Spinning,  for Chemical Industries,  for 
Building Materials and Ceramics, Metallic industry, Engineering 
Industries,  Petroleum and Co-operative Organizations and Small 
Industries. 

29/ 
See B.  Hansen and G. Marzouk,  Development and economic policy in the 
U.A.R.,(Amsterdam, North Holland Publishing Company,  1965)  P-167. 



•^—^^^^^^^^"^*" 

- 26 - 

supervision,   guidance  and control rather than of direct  administration, 

which was  the main concern of the affiliated enterprises.¿~> 

One of the industrial  organizations - the General  Egyptian 

Organization of Co-operative Production and Small-Scale Industry - 

was concerned with encouraging the establishment of productive co- 

operative societies among small-scale industrial enterprises.  Through 

these co-operative societies various kinds of help were offered to 

the members,  such as the supply of material,  funds,  technical advice, 

marketing etc. 

E.    Pinal remarkB 

First,   in spite of the creation of a large public sector,  it 

was not  the Government's intention to run a centralized economy with 

detailed production targets and fixed resource allocation for indi- 

vidual  enterprises.       In regard to current production,  enterprises are 

supposed to react to the demand of the market, given all the circum- 

stances  such as fixed prices,  import licenses etc.       The economy was 

to continue as a planned market economy with an expanding predominant 

public  sector.      It was not the aim of nationalization to abolish the 

market  economy, as it was the complete and direct control of savings 

and investment.      The distinction between public and private sectors 

does not  tell us very much about the influence of the   Government. 

Through its more general  economic policies and regulations,  the Govern- 

ment exerts a strong influence on the private sector,  while at the same 

time it  seems to interfere  less with the activities of the publicly 

owned enterprises than it could.—' 

— M.   Sheta,  OD.   cit.,   p.   I65. 

— ' B.  Hansen and G.  Marzouk,  op.  cit.,  pp.   2?;,   2'79,  283,  284? 
and Ismail 3.  Abdalla,  Organization of public sector,  (Cairo, 
Dar-El-Maaref,  I969)  pp.   469, 470 (in Arabic). 
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Secondly, there are certain problem» in the organisation 

and management of the public sector.      Some of these are due to 

deficiencies in the new organizational and administrative system, 

and others are due to management.       The organizational system is 

not very sound regarding its base, viz. the nationalized enterprise. 

The nationalized enterprise is far from being economically rational, 

since it is a mixture of different oroductive activities that lack 

sound essential technological and economic ties.    Its juriadicial 

independence lacks a certain economic basis and consequently the 

nationalized enterprise unit cannot always be considered a rational 

public enterprise unit.      Moreover, all public enterprises were put 

under the same hierarchical organizational system and the same strict 

administrative routine and relations.      A detailed plan for every 

enterprise (as a part of the comprehensive national plan)  is not in 

existence and consequently there is the possibility of creating 

problems among enterprises on one hand, and between enterprises and 

controlling authorities on the other hand, and even among the different 

controlling authorities.—' 

32/ 
See: Ibid.,  pp. 269-270; A.H. Hassan, op. cit., pp.  383-385} 
and S. Sidhora, op_. cit.,  pp. 411-412 and 414-420. 
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III.    THE STRUCTURE OP INHJSTRIAL INVESTMENTS 

The period of the Second World War was opportune for the 

development of the Egyptian industry due to the disappearance of 

foreign competition,  since imports were interrupted by the war. 

The war period consequently witnessed expansions  in existing 

industries and the establishment of new ones, designed to fill the 

needs of the allied armies.      Unfortunately, the industries that 

were  built or expanded during the war did not change the Egyptian 

dependence on manufactured imports to any marked degree,  and this 

situation resulted in the depletion of xhe greatest part of foreign 

currency reserves earned by Egypt from servicing and supplying the 

allied armies.      Furthermore,  the greatest part of income from agri- 

cultural exports, mostly cotton and rice, was spent on imports of 

consumer goods designed to satisfy the luxurious tastes of the upper 

classes.      The lack of a clear-cuJ; policy of industrialization designed 

to achieve specific development targets also contributed to this state 

of affairs.      The result has been the low contribution of industry to 

national  income.      Egyptian enterpreneurs  sought low-risk and high- 

return consumer goods industries instead of high-risk and low-return 

basic industries. 

A. The strategy of industrial development after the revolution 

In studying the strategy of industrial development after the 

revolution, three different periods can be distinguished.      The 

first period, between 1952 and 1957, was characterized by increased 

governmental intervention in economic life.      The second period,  1958 

to I960,  was a stage of partial planning.       The third period,  at the 

beginning of the   1?60s,   adopted national comprehensive planning. 
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The period 1952 - 1957 

The basic goal of the revolution with regard to industrial 

development was to transform the national  economy from one 

dependent upon primary agricultural materials.      The first step 

in the  industrialization effort was the establishment of the 

Permanent Council for National Production Development in 195?. 

This Council was given the responsibility for economic policy in 

general and industrial development policy in particular.      The 

Government took steps to consolidate  the Council's efforts by issuing 

a series of decrees designed to facilitate industrial development and 

encourage its growth.      These included the exemption of raw materials 

from import duties and the refunding of customs duties as well as 

production, consumption and various other taxes.      Laws were made to 

reorganize foreign investment, to grant  leases for oil  prospecting 

and for the  importation of machinery and equipment necessary for 

industry.      A building code was established in an attempt to limit 

capital  investment in construction and to channel more capital  into 

industrial development. 

In the early stages of the industrialization programme,  emphasis 

was placed on strategic and basic industries.      The most important 

were projects for generating electricity needed for agriculture and 

industry,  such as the Aswan Dam electrification project,  and petroleum 

refining.      Road building and the development of other transportation 

facilities were expedited.       The Permanent Council for National Pro- 

duction Development undertook feasibility studies for iron and steel, 

rail cars,  electric cables and military industries. 

The Oovernment gave  special attention to the Aswan Dam electrifi- 

cation project and tried to ensure that most of its output would be 

directed to industrial uses.      The Government also strengthened the 

Industrial Bank and issued laws to enable  it to  serve industry better. 

Perhaps symbolic of the   State's attention to industry was the esta- 

blishment of the Ministry of Industry  in  1956.      Table 9 shows the 

investments in the industrial sector during the period 1952 -  1957» 

illustrating the increase  in industrial  investment during that period 
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compared to the pre-revolution period.      These investments were 

limited compared to those in the period of national planning in 

the  19DûS. 

Table 9-    Capital investments in the industrial 
sector,  1952-1957 

Year Actual investment 
(LE) 

1952 

1953 

1954 

1955 

1956 

1957 

11,580,404 

7,347,716 

6,851,238 

9,734,860 

26,208,405 

12,907,432 

Source;    Industrial Association, Yearly book 1959. 

The first industrial programme,   1957-1960 

After the  establishment of the Ministry of Industry in 1956 

there was an expansion in industrial development studies.      The 

industrial sector was viewed as an integrated sector charged with 

the task of satisfying local demand and import substitution for con- 

sumer and intermediate goods.      This was the prevailing government 

policy at that time. 

The total  investments for this first programme was estimated at 

LE 250 million,   some of which were channeled into new projects while 

the rest went  to expand existing industries.       During this period, 

LE 80 million were added to the original  LE 250 million, making the 

total  investments  LE 330 million divided among 502  projects.      The 

programme was terminated in  i960,  at which time the  principal of 

total  planning was adopted and implemented for the   I96O-1965 plan. 

Total  actual  investment in the period 1957-I96O was  LE 87.3 million. 

The rest of the  planned sum,   LS 330 million,  was added to the I96O- 

1965 Plan. 
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Projects for the production of consumer goods took an important 

place in the first industrial  programme,  with 51^ of the finished 

projects and 38.6-^ of the total investments in this category.      This 

is explained by the import  substitution policy and the policy to 

encourage  local  industry to  fill the largest  part of demand.      The 

rest of investment  (61.4^)  went into capital and intermediate goods. 

Some of the most important projects which were finished within 

the period of the first industrial  programme were petroleum prospecting, 

geophysical research,  the building of two oil tankers,  the expansion of 

fertilizer production,  the expansion in paint and drug production,  lead 

pencils,   iron and steel,  cement,  food industries and cotton spinning 

and weaving.       In the engineering industries,  several  projects were 

completed such as small automobiles,  rail cars, bicycles,  gas stoves, 

sewing machines,  washing machines,  transistor radios etc. 

The first five-year plan,   1960/6I - 1964/65 

Since the early   1960s    the Government has adopted the principle 

of total  planning as a means of mobilizing and developing the country's 

economic resources for the achievement of certain socially desirable 

objectives.      The first plan for economic and social development was 

prepared in the light of the experiences obtained in the course of the 

period of partial  planning (1957-1959)»  when the first industrialization 

and agriculture development  programme was  implemented. 

In preparing the first  five-year plan,  an attempt was made to 

make its goals complement the projects of the first industrialization 

programme.       An attempt was   also made  to  make use of the excess capacity in 

some of the existing projects.      If this attempt were to  succeed,  it 

would mean obtaining a large increase  in national income with a relatively 

low investment.      Many of the  projects in the new plan were expansions in 

the projects of the  first  plan. 
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Total  investments  in the first plan were estimated at 

LE 434.2 million (at 1959/60 prices) according to a I964/65 

follow-up report prepared by the Ministry of Industry.—'   During 

the plan period the government policy was to expand consumer goods 

industries in the belief that it was necessary to allow an increase 

in consumption commensurate with the increase in national  income. 

That period was characterized with a multiplicity of problems.    The 

country was dependent upon imports in filling the  largest  part of 

its need for manufactured goods at a time when the  local  industrial 

sector was unable to satisfy those needs.      This in turn hindered 

the formation of capital which could have bee.i directed towards 

building basic industries.      In the meantime,  the  success of basic 

industries could not have been achieved without  setting up consumer 

goods industries,  which had a ready market for their products.  Further- 

more,  building basic  industries usually takes longer than building 

consumer goods industries.      Consequently, the latter projects accomplish 

faster results for the national economy in profit and employment while 

using up a lower level  of investment than is required for most basic 

industri es. 

Table  10 shows that the implementation rate was higher for 

consumer-goods industries than for capital-goods industries.  Factors 

stimulating the active execution of the plan for consumer goods industries 

were: 

(a) The relative ease of promoting food,  spinning and weaving pro- 
jects because of past experience in these fields; 

(b) Many projects  in consumer industries need relatively limited 
investments; 

(c) Basic industries need relatively large  investments and have a 
longer gestation period; 

(d) A lack of experienced personnel for basic industries existed. 

—'Abdallah Darwish,  "Evaluation of the first five-year plan and an 
opinion on the  second plan for the industrial  sector",  February I965. 
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Table 10.  Planned and actual investment during the 
period of the first five-year plan 

Industry 

Planned  Actual Actual 
invest-  invest- planned 
ments   ments 

(million LE)     (%) 

Consumer-goods industries 

31.7 39.4 Pood, beverage,  tobacco 124.3 
Spinning, weaving,  ready- 

made cloth 48.6 54.6 112.3 
Electrical appliances (refri- 

gerators,  washing machines, 
radios, T.V.) 4.5 9.7 215.5 

Total 84.8 103.7 122.3 

Capital-goods industries 

Chemical 
Basic metallurgie 
Petroleum (research, extraction, 

refining) 

Total 

58.2 
46.9 

82.5 

46.1 
32.4 

83.2 

187.6        161.7 

79.2 
69.1 

100.8 

86.2 

Source :    Abdallah Darwish, o_£.  cit. 

Table 11.    Rates of execution of planned 
investments,    196O-I965 

Year Actual/planned 

196O/6I 
1961/62 
1962/63 
1963/64 
1964/65 

93.9 
53.4 
68.0 
78.9 
sa 1 

Source:  Ministry of Planning, Following-up 
reports,   1965« 
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Table 11 provides a yearly progress report for the execution 

of the first plan and demonstrates that investment plans were never 

completely carried out in any single plan year.  The rate of execu- 

tion varied and was at its lowest (53.4$) in I961/62.  The low level 

of implementation was not common to all sectors.  In some sectors 

investment surpassed the plan - at the expense of other sectors. 

Investment surpassed the plan in the following: 

Metallurgy products 
Petroleum research and extraction 
Non-metallic minerals 
Electrical machinery 
Leather and leather goods 
Food, beverages, tobacco 
Coal products 
Spinning and weaving 

Actual/planned 
(*) 

387-9 
251 
230.4 
215.5 
206.6 
124.2 
119.5 
112.3 

However, investment was below planned expenditures in the following! 

Transportation 
Metallurgy and metallurgie research 
Petroleum refining products 
Basic metallurgical industries 
Paper products 
Non-electrical machines 
Chemical products 

Actual/planned 

39-9 
44.9 
63.9 
69.2 
74.6 
77.2 
79-2 

Table  12 gives details of the execution rate of planned industrial 

investments in the five-year plan 1959/60 - I964/65. 
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The failure to implement some planned investments is due to 

the inclusion in the plan of some projects for which the necessary 

studies had not been made and others that were cancelled after a 

second study.  Also some complementary projects were not carefully 

co-ordinated beforehand.  An example was the lack of the necessary 

quantities of milk for the operation of milk processing plants at 

full capacity.  Therefore, projects which met with such problems 

were discontinued.  Another difficulty was the lack of metallic pro- 

ducts in suitable quantities and condition.  In general, difficulties 

encountered included the following: 

(a) A lack of complete technical and economic studies for some 

projects; 

(b) A lack of foreign exchange and hence an inability to import 
needed materials at the proper time; 

(c) An inability of the construction sector to execute invest- 
ment within the planned time and budget; 

(d) A lack of the necessary number of technical and managerial 

personnel ; 

(e) A lack of building materials and diffioulties in trans- 

porting them; 

(f) A lack of services necessary for projects such as electricity. 

The rate of growth for investment was high during the plan years. 

The rate averaged I5-I per year, which can be considered acceptable for 

that period.  Table 13 gives the rate of investment growth in the plan 

years. 

Table 13. Rate of growth for investments during 
the first five-year plan 

Year Yearly rate of  Rate of growth relative 
growth     to the base year,1959/60 

196O/196I 
1961/1962 
1962/1963 
1963/1964 
1964/1965 

38.4 38.4 
-  25-7 2.7 

60 64-4 
3O.9 115.1 

-    5-3 103.8 

Source: Computed from data obtained from Ministry of Planning. 
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The second five-year plan, 1964/65 - I969/7O 

The proposed second five-year plan allocated LS 897 million 

for the development of the industrial sector (including electricity) 

out of a total investment figure of LS 2,535 million, i.e. the 

industrial sector obtained 35.4$ of total planned investment. The 

energy and fuel sub-sectors were allotted LE 115 million, out of 

which L3 90 million went to electricity.  Thus, proposed investment 

for the industrial sector - excluding electricity - was LS 807 million, 

or 31.9^ of the total planned investments.  Since the industrial 

sector's investments in the first five-year plan were LS 434 million 

out of a total of LE 2,I69 million (including changes in inventories), 

i.e. 25.6^ of the total, the share of the industrial sector was 

increased from a fourth of the total in the first plan to about a third 

of the total in the second plan. 

In preparing this second plan, emphasis was placed upon basic 

heavy industry, especially iron and steel, aluminium, copper, petroleum 

and metallic raw materials.  Other industrial goods that were emphasized 

include motors, spinning and weaving machinery and various factory 

machines.  Table 14 demonstrates the emphasis on heavy industry, which 

was a reflection of the trend in the latter years of the first plan. 

Table 14« Distribution of investment in consumer- 
and capital-goods industries 

Type of activity First plan Second plan 

Activities with a prevailing 
capital nature 64.1      74.5 

Activities with a prevailing 
consumer nature 24.4      19*1 

Source: Abdallah Darwish, OD. cit. 
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Regarding the implementation of the plan, the yearly rates 

of growth of investment were lower in the second plan than the 

corresponding rates in the first one.  Table 15 shows the yearly 

rates of investment growth during the second plan years. 

Table 15. Yearly rates of investment growth during 
the second five-year plan 

Years Yearly rates of 
growth 

Rate of growth relative 
to the year 1959/60 

1965/66 
1966/67 
1967/68 
1968/69 
1969/70 

- 5-9 
- 8.1 
-16.4 

24.2 
7 

91.8 
76.3 
47.5 
83.1 
96 

Source: Computed from data obtained from the Ministry of Planning. 

The rate declined in the period 1965/66 - I967/68.      This was a 

period of investment cutbacks.      The Government  followed a policy of 

reducing investments in new projects while directing investment towards 

exploiting excess capacity created during the  first plan years.    Table  16 

gives details of the  implementation rates of planned industrial invest- 

ments in the second five-year plan. 
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The difficulties encountered during the second plan can be 

summarized as  follows: 

(a) The total available investment  funds were spread over 
too many projects without giving proper priorities to the important 
ones.       This was one of the reasons for the failure to accomplish 
the goals of the second plan; 

(b) The rates of return on second plan projects were lower 
than the corresponding rates in the first plan; 

(c) Total  available  investment funds were distributed to  sectors 
without giving enough attention to the relative  importance of these 
sectors; 

fa)    The  increase in the production of consumer appliances without 
o. corresponding increase in exports.      This led to an increase in 
consumption and a decline  in saving and to the waste of much foreign 
currency needed to import  production necessities; 

(e) Many  firms were  pushed to export their products at prices 
lower than their production costs in order to  increase exports.       This 
has hurt the  process of development and has reflected the failure to 
properly channel  investment  funds.      This failure resulted from the 
desire to increase exports,  coupled with a lack of market studies 
evaluating the realistic possibilities for such increases.    The  final 
result was the reduction of investment efficiency in the second plan; 

(f) Economic pressures faced the country with the start of the 
second plan. One such pressure was the cut-off of American surplus 
food aid which was obtained during the  first plan; 

(g) The war with Israel  in 1967 and the consequent seizure of some 
production facilities and shelling of some others; 

(h)    The deflation policy that was  implemented in 1965/66 and 
reached a high point in 1967-      This policy meant  increasing prices for 
many local products with the aim of reducing their local consumption and 
increasing their exports.       In the early years of the second plan the 
increase of exports was emphasized.      When this  policy failed,  emphasis 
was shifted to heavy industry.      Increasing prices succeeded in reducing 
local demand,  but since exports failed to increase substantially,   the 
final outcome was a halt in the expansion of industrial production in 
general. 
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B.    The role of foreign investment in the national plans 

Total foreign investment in the first five-year plan amounted 

to  LE 375 million,  a large part of which,   36.2#,  was allotted to 

energy.      Metallurgical  industries had a share of 16.7$ of the total 

foreign investment;     consumer goods industries  13^;    chemical  indus- 

tries 12. H;    metallurgy 8.5'''?    and other industries obtained 13.5:5 

of the total.      Table  17  illustrates the distribution of foreign 

investments in the different sectors during the first plan years. 

In the  period I965/66 - I969/7O,  the total amounted to 

LE 300 million.      Energy was allotted 34.5^ of the total, metallurgical 

industries 21.8^, consumer goods industries 15.5$, chemical industries 

IO.555, metallurgy 10.5$ and other industries were allotted 7.4%.    Table 18 

shows the distribution of such investments during the second plan. 

Table 17.    Distribution of foreign investments in different 
sectors during the first plan 

Industry Investment 
(million LE) 

Share of total 

Metallurgy and metallurgie 
research 

Energy 

Metallurgie industries 

Chemical industries 

Consumer goods industries 

Others 

Total 

32 8.5 

135.4 36.2 

62.8 16.7 

45.4 12.1 

48.7 13.0 

50<7 13.5 

375 100 

Source; Ministry of Planning, Cairo. 
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Table 18.    Distribution of foreign investment in different 
sectors during the second plan 

Industry Investment 
(million LE) 

Share of total 

Metallurgy and metallurgie 
research 25 10.3 

Energy 90 34.5 

Metallurgie industries and 
machines 45 21*8 

Chemical industries 40 10.5 

Consumer goods industries 65 15.5 

Others il 7.4 

Total 300 100 

SourceJ    Ministry of Planning, Cairo. 
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IV.    THE STRUCTURE OP MANUFACTURING OUTPUT 

A. The development of the manufacturing output 

Over the  25 years from 1945-1970, manufacturing industry has 

more than tripled in terms of gross value added.       It rose in constant 

prices from LE 105-7 million in I945 to LE 411.7 million in 1969/70, 

realizing an annual compound growth rate of 5.7%.      These 25 years 

could be subdivided into three periods:   the period 1945-1952, 

1952-1959/60 and IÇ60/6I-1969/7O, with annual growth rates of nearly 

5>2i, 6.5^ and 5.4Í& respectively. 

It is worth noting that the manufacturing sector was çniite 

successful not only in holding its output but also in increasing it 

after the end of the Second World War.    Import  duties on industrial products 

were high towards the end of the   1930s   and increased even more during 

the immediate postwar period.      The Government gave every encouragement 

to the amalgamation of rival domestic producers.      Moreover, the 

Council of Ministers drew up a five-year programme which concentrated 

on infrastructure projects.      However, by 1950 less than half the 

appropriations set aside by the budget for new project.j had been spent. 

The huge profits which many industries had made during  ihe  Second World War 

and the increased incomes of certain classes of the community encouraged 

some Egyptian entrepreneurs to launch new industrial projects. 

In  contrast to the immediate post-war period of 1945-1950, the 

next two-year period,   1951 and 1952, witnessed a stabilization or even 

a slight decrease in manufacturing output.      By 1950 the replacement of 

imports of simple consumer goods by domestic substitutes had been almost 

completed.—'   Furthermore, rates of expansion in the output of this 

34/ 
P. O'Brien, The revolution in Egypt's economic system. Royal Institute 
of International Affairs (London, Oxford University Press, 1968) p.20. 
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substituted production appeared somewhat limited.  On the demand 

side, as industry was a small sector of the economy, the multiplier 

effects of industrial investments were unlikely to raise appreciably 

the demand for manufactured commodities.  The mass market for the 

consumer-^oois industries was in the village where real per capita 

income was virtually stagnant.  The sharp decline in cotton prices 

on the world market after the Korean boom lowered the farmers pur- 

chasing power.  Without the Korean War the rapid growth rate for 

Egyptian industry at that period would probably have declined sooner.—' 

On the supply side, prices of manufactured goods were high because of 

the high cost of raw materials and low output of manpower.—'  Moreover, 

other difficulties appeared, such as the shortage of hard currency, the 

difficulties of utilizing available sterling reserves to buy machinery 

from overseas,—' and the reluctance to invest in industrial stocks.—' 

The Government might be blamed also for only half completing the approved 

infrastructure programme.**'  These difficulties, especially the inability 

of reducing costs, put a limit not only on the expansion of the domestic 

market but also on the possibility of exportation. 

The next period, 1952 - 1959/60, began with the 1952 Egyptian 

Revolution, which assumed the responsibility of developing the national 

economy in all its aspects.  In the field of industry that period wit- 

nessed the early activities of the National Council of Production and 

later the execution of the first industrial programme.  Due to various 

government efforts the rate of growth of the manufacturing gross value 

added increased, realizing about 6.5/5 over the period 1952 - 1959/60. 

35/ 
Ibid., p.303. 

Fideration des Industries Egyptiennes, Aimuairs 1951-52J  and National 
Bank of Egypt, Annual Report of President,  1949« 

37/ 
National Bank of Egypt, Economic Bulletin IV,   1951,  p.250. 

3J/ 
National Bank of Egypt, Annual Report of the President,  1950« 

w 
P. 0'3rien,  0£.  cit.,p.33. 
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The last period 1960/6I - 1969/70 witnessed the execution of 

the comprehensive plans for doubling the national income in the 

course of ten years.  Concerning manufacturing output, the annual 

growth rates realized during the first five-year plan were higher 

than those achieved during the second five-year plan.  Many factors 

were responsible for the low rate of growth of the manufacturing 

output during the period 1965/66 - 1969/70. 

B. Structural changes in the manufacturing output 

Structure by categories of use 

In 1945» the manufacturing industry was dominated by consumer-goods 

industries which accounted for more than two thirds of the gross value 

added of manufacturing industry.  Intermediate-goods and capital-goods 

industries accounted for the rest, i.e. 28.0$ and 6.0-1 respectively, as 

indicated in table 19-  The major part, nearly three Quarters, of the 

intermediate-goods output was used by consumer-goods industries and most 

of the rest went to building and construction activities.  Therefore, 

about 87.7$ of the manufacturing output went to the consumers needs, 

whilst the share which went into investment account:i for only about 12.3$. 

In the structure of manufacturing output the category of consumer- 

goods industries dominated over the 25 year period, with a decrease in 

its share in the gross value added by manufacturing industry from about 

66.Ol in 1945 to about 54.Ol in 1969/7O.  The structure of the manu- 

facturing industry witnessed a decrease in the relative proportion of 

the output of consumer-goods industries over the seven years from 1945- 

1952.  This decrease was compensated, however, by an almost equal 

increase in the relative share of the output of consumer-goods industries 

over the next eight years from 1952-1959/60.4°/ Therefore, the decrease 

of the predominance of consumer-goods industries happened over the period 

of the first five-year plan I960/6I-I964/65. 

40/ 
Mostly during  the years   ')-} and  1954. 



>   • 

- ¿16 - 

* «-4 00*4 O 8 1     a 
IP 

e 
0 

»4 •   •   • • 
8 :r t 

• 
B E   • n 4-> • * 

OS tJ 
r4 «4 I^H  O  H U 3 

r-t              A a E3 4J 
o« a a W • 

«••* 0 Vl as 
O Vi m      x: m O -a 

O TJ "o *» i- 61 1 •S IftOflQ O Meo 0 M TJ JB Vl 
o 

ITi fH 
ON • . •    • • t  • O   O   U   O u VO a 
£ ART 8 0\O 0 

0 
O -H «H 
A'HH a 

ta 

Ì 
ÛM 

Ol 1-4 •H O -H .O    3 • 
W   «8   3 <-» ON * Oi to cu t_- r4 ea P. 
H   8WC ò N 

1 
AH         »< c I ai   •> 
U  O    •   Ï-. •r« M r4 •fi Ift 4*   CD C\ O r-l 

M SÑ g ÌP C   U ITIH û VO i 'S «* f\l*> o SO + O d>        Cf\r4 C >V O r4 

! i »    •   • • 
8 

•   • 
00 IH 

• 
8 

O TJ r-l   O 

19   O    • 
O 
il) a 0 

*î ••4 r* P4 1    J;       »o 1-4 
^ £4 TJ   > Ä ü 

O   O £-< 

s* • 0 ¡3 C 0   • 
• M           C CB L> O ce U   • 0 • r-t 

CÌA |3 & e ^3  CU 
O < 0 0 +> O vo a 

S'C SP hH   ti n u crvo 
> e>-^p- O 00 «VI O D Q* O a n r4 

3' 

<£ 
£ 

• • • » 
8 iá • 

8 
-        C. 

O Ä Ci 

¿a 0 
l >< 

o 0 
M • fi ri *> •H *»      13 a 

&* e C« U >»  • >n s 
lí «H •   O   u. «C CM •» 

1- « 
ooo •    •    • o • 01« •    < O 4» 

•a -H      w 
O  4* 

55 
1-4 

•# «H in 
VÖ l«> 8 CO »4 

*C0«H S 0) R   O   B -3   h 
0 u i-i t; «H 

r4 
0 a 

•a 9\ M #4 & IS H   9 hi JS t* 
i- O1 -a a. 0 ^8 

O 
is > 

<U   O   S-t   •• O 

\Q    fO,         «4   4* 

*5 O TUVO CVI o »4 9« O 
O 

ja >»      a C 
U..S 

19 

PH 
rnovir» 
VO (V 

• 
8 

t   • 

ss 
• 

8 a 
P4      •   U  »4 

»F4  U-5 
00   O   R         t: 0   • 

•4. -i •H •H ^4 e 4* 
•   U   C  -H *H 

•H     • i h 4 u h 4» <   O   C         O (0    • 
U cu a   »-H s*. 3 M   » r4 -t    t. 

a * •o •H          C, VO   4» «< h £ ooo O r> m O 
O 
M (VI >H H   m 

» N   O          P4 
0           «u 
S    •  Pi 0 

a 
«4  V 

Si i-* ¿a« • 
8 éú 8 Vl 

O 

WJS 

SÌ n •4 O    ri    U   T> ^ e 
• w m A) a *» -H c ^ •»< a -4      n a a a 
:i 0 

0 0 c      t: -C «», X> 4* a ~*   • c p- •» r O 
« £ 

O H CM •ri 
14 

vcR!3 
CVI           »>v U 11 "O 

a *> <h> e i 3 0 e O • M g 
«e 

-4   O 3 O ra O 1 j 8-0 4«          rS 
3 

h Vl 
•H   O 

s!« •N 4* t)     •  ^  -H />>   h U n 
S ¿3 a  • 0 • LA u re U 4« 

s n 0 co a 0 

1 « o U a-*   ta 
** -o I«    tí 

a 
o 
«4 

31 ts 
O        M O CM   W 
Il   H«         — 

«4 3   tj-l "5 iî o m a -»   <r* 4¿ a «4 4j co      coi t; u M n 
•H •M S M  U      h 

•O         3      9 
ffl M «O 

3 
O <i    »-H w   0 s U O O 0 0 1  n a      u 

•H  u  S    •  0 
• B •*» U B TJ T3     «J «4 «O  4» 4* a O J3 

S •«4 M  O   C      M Vi « a U e (d -H ai 0« >i •ri "O « t 
Vl o M   a •H ** 0 a r«    I   4» l-l    O. 

«•orna,      0 
c». /^ •o •H (BU            «H m C «4 t; 0 o CI vins 

o <b -o    a í* a < 4» «H   • 4-> O 
• c 

0 -H 
«4 

_3 o *» o    o -4 a •»      a> cj 4* <s 
M <-i ooo   s O 0 *l S a a 4» 0 «4 t: JR '** n ¿1 O o 

ilTJ    1      »4 J n •o 0 1/5 O O R *t * s 
Ti «-t n          V«          <r4 •3 O >H m *> © M »4    a (3 9 a 0 W  WO«)    •   (, O n ra 0 

V w ù a «   *» 
3   U +»     O 

O 0 4« *» in 3 n a c « < •» 0 *» •4 
«H w C 3   U) 0 cri ES 0 » 0 XJIU 2: u V-» M •.4 O in 0 H »4                      '   ' 
O c». w fl t» 1      M 
bO es« 0 a 6 e C U MU O M S S 
4» 
O •  • • .   # 3 u <-• N(^ •"4 «1 O 

V) 



- 47 - 

The relative proportions of the other two categories of 

manufacturing industry, i.e.  intermediate- and capital-goods 

industries developed into the opposite direction to that of 

consumer-goods industries.      The relative share of the output of 

intermediate-goods industries increased by about 8$    (from about 

28$ in 1945 to about 161 in 1969/70), which was mostly achieved 

during the period of the first five-year plan 1960/61 - 1964/65, 

and the relative share of the output of capital-goods industries 

increased by about 2% (from about 6% in 1955 to about 8$ in 1969/70). 

In short,  it may be said that over the 25 years between  1945 

and 1970 the  structure of the manufacturing industry was dominated 

by consumer-goods industries.      However, there was a structural change 

which decreased the relative share of consumer goods industries and 

increased the shares of both intermediate and capital goods industries. 

Most of this structural change occurred during the period of the first 

five-year plan,   196O/61 - 1964/65.      However, despite this structural 

change, capital goods industries represented a small proportion in the 

structure of manufacturing industry - only about 8# in  I969/7O. 

The change in the structure of industry reduced the proportion 

of the intermediate goods output allocated to consumer goods industries 

from about more than three quarters in 1945 to less than two thirds in 

1969/70.      Therefore, within the output structure of manufacturing 

industry,  that  part which was oriented to consumer needs (consumer- 

oriented industries) decreased from about 883 in I945 to about 79'b in 

1969/70, while that part which was   orientai to investment needs 

(investment-oriented industries)  increased from about 12$ in 1945 to 

2V% in 1969/70 .—^according to gross value added. 

41/ 
See table  I9. 
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Tht structure by branchât of industry 

In 1945 the food products and beverage« industry accounted 

for more than one third (38.4*0) of the gross value added by manu- 
42/ facturing industry. —      The textile industry was second with about 

9.4^1 while other manufacturing branches contributed relatively 

small shares.      The most important of these branches were tobacco 

manufacture, petroleum, chemicals and apparel and footwear, as 

indicated in table 20. 

During the immediate postwar period 1945-1952, the gross value 

added of the manufacturing industry increased by a proportion of 

over 40^.      Certain groups of industries (food, drink, tobacco and 

textiles),  contributed nearly oQffe of that  increase.    The remaining 

increase was primarily contributed by the production of building 

materials (non-metallic mineral products  and basic metals),  petroleum 

refining and metal products.    The  iron and steel  industry was 

established,   depending on war scrap for supplying the  local market 

with a part of its needs  for building materials,   such as   'ron bars. 

Through the period Ì945-1952 food,  textiles and building materials 

were behind moat of the increase in manufacturing output. 

42/ 
There are some defects in the quality of pre-1952 data.  The 
National Planning Committee estimated gross value added by 
industrial branches over the period 1945-1954«  These estimates 
are derived by applying indices to 1954 value added figures. These 
indices are of physical output or, failing that, inputs or employ- 
ment through which it was possible to estimate the pattern change 
of real product at constant prices over the period 1945-1954t 
where employment figures were often taken from the survey of wages 
and working hours. 



7—*• 

- 49 - 

I 

CM 

O 

s 
en 

IA 

O 
h 
ou 

(A 
H 

h 
3 
4* 
u « 
M 
3 
C 
a 

au 

r4^- J- r*\co 0NCM 

r4 CM p IA CM f> iH 

(HOO (JN CO CM Vu HlftNN CO iniAfA 

r-l f\rACO 

IAO CM OONr-O 

rt CM O .# CM •s)- IH 
CM       CM 

ir\ OineotAcniAeocOf^c-fAvoCN 

O H N O H N IA-* KM^IT «H |*>oj 

00 

lAVO <T\V0 cj\eo ITi 

«-«CM C* fA <M (A t-l 
CM       *4 

CM •-« C*- ««• CM •* IA4- CM 30 

rHCM0«-4»-»O-*rA»A 
tA 

r»oo t>- 

O CM CM 

fA 

O 

8 

o 
8 

M» o lA CM m o <r> 

c-fArA-* CM.* «H 
CM       CM 

M5 
«3 

0 lf\ i-« O M> CM CJN O O- kO 

HOHaiflCSil^^OJM 
H                                              CM 

e»-rAt>-f> •  • •  • 
O i-l CM-4- 

O • 
s 
1-4 

Hcao »ACS. tAO- O rAlAtArAÓ >•-* f* CM O •• K\IA o o 
f> .*• -1 rA CM CM CM 
IA       «-« 

CM O O O M) O-* IAMÎ 1-4 ••4 fAO m 8 

4* e?—• Hvocoo • «••••• 
00 VO 0> iA «M •»» .>•"• 
»A 

h 
i 

CO CM VO •"! IA iH O      O 
•    ••-/••»   1     • 

-4 O O O »AMi CM       IA 
1-4 

O 

là 
a CMM5 • • • 
ÍM IAO 

o • O 

8 
i-» 

8 

i i « • 
«H 

4? 
O a 

• -g 4« 

3 
• 4»   . h • *o 9 £ •O 
h «4  tO 4* US 

9 a. 
wo 

•o C 
• 

a a 

8-2 9 
•a CU   h 

1-4 

in 
lb« e cah e •o 

4* O          -H M »4  U  O »4  c o 
•8 O a «s — a -H 0 

a •*•       A V) V)         4» 4» o S n a 
a vi orna n 13 O   h   <D   U o 4»     1 
4*   3 o *» cu 9 O U   «3   <0   3 o ta o o 
O   C bb   O O O CU   CU«J -D •S -H r-i 3 4> 
9   O 3 •» P 13 IS        O f-l a •a n 
•a s •8 T3 U 1 •8 eu 4 fc. n n i-« 4» O -H 

&o 
m O   U (S U eu 1-4 3 a e> U t> 
ffl -»MU <-4 O W.8   h o O   4* a. o 

a v •-4 O  Cl. .H «H H c      vu u »H   » ü 
o •H S*          J^ O 3 -4   U ~   •*> •T4 O ¡S UHI« 

•a <o •u «9 ti a U VI 
2 a -> .o 

a U   1 •H n «t 
O XI M C O »4 (1 a « 4* a 1,1 4*   4» 
o o o G, o   f-i «H O w4   10   1!   3 .a m o ai <u u: 
S* H fri ^3C< !¿ ueoibiuu tu ä « i; M 

•H >) 

O   C 
c c 
E "H 

1-4   O 
a ça 
O E 

h »H 
4> a 
u u 
a> -H 
r4 ^ 
U)  .J 

A ° C q> 
O «-i 
U M 

C)   U) 

u a 
CM 

•H 
3   CD 
0"W 
U   O 

O 
4*   U 
(4 
O .-4 
cu a 
•',   4» 
e »4 
o a 
u a 

ta 

u 
Kl 

«H 
9 
C 
a 

o 
H 



- 50 - 

T"^" 

Secondly, over the period 1952-1959/60, a clear change 

occurred in the structure of the branches of manufacturing industry 

(see table 21).      Textiles realized the highest proportion in the 

rise of the output of manufacturing industry.      Its proportion in 

the  structure of the gross value added of manufacturing industry 

rose from 11.0-1 in 1952 to  23.6$ in 1959/60.      The coefficients of 

the  structural changes of certain other branches such as transpor- 

tation, rubber products, leather products and printing and publishing 

were higher than one,  i.e.  their growth rates were higher than the 

average for manufacturing industry.       However,  the  shares of these 

branches did not contribute substantially to the increase because of 

their low initial percentage shares.      The coefficients of structural 

changes of the other manufacturing branches were less than one,  i.e. 

their growth rates were lower than the average for manufacturing industry. 

These branches with negative growth rates were metal  products, electrical 

and non-electrical machinery.      The  food products and beverages industry, 

which prédominât', i  the  structure  of manufacturing  industry by share,   rose 

by an annual rate of   only one-third of that  of manufacturing industry as 

a whole.     Consequently  its relative  share  in the output  structure of 

manufacturing ieclin-i  from   1552 to   1959/ÓO.     The  growth rates of chemicals 

and petroleum products were around the average growth of manufacturing industry. 

Thirdly, over the ten years from 1960/6I  -  I969/70 the realized 

structural change by various manufacturing branches explains the previously 

indicated change in the structure of manufacturing industry in favour of 

the  increased importance of intermediate- and capital-goods industries 

(particularly during the period of the first  five-year plan).      Thus, 

during the period 196O/61 -  1964/65,  while nearly all the branches of 

consumer-goods industries realized coefficients of structural changes 
lov/'rr than  one,  most  of the  branches   of the  other  categories   of  intermediate- 

and   capital-goods   industries   realized   coefficients  of structural   changes 

higher than one.    The highest   coefficients  of changes were found in paper 
and paper products,   electrical machinery and chemical industry.-^ 

43/ 
The greater part of the electrical machinery industry has consisted 
of durable consumer goods. 
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Table 21.    Coefficients of structural changes of 
manufacturing industry by branches a/ 

(dross value added at  fixed 
1959/6O prices) 

y^ 

Manufacturée Branch»* 

Food Products Î. Bavaragas 
Tobáceo Manufacturo 
Toxtilos 
Apparo1 & Footwaar 
•ood Products i. Furnitur« 
Printing and Publishing 
Miscallanoouc 

ConsumerftGooda 
QinninC * Pressine 
Papor & Paper Products 
tastbar & Laatbar Prodoots 
lubbar Products 
Chamicéis 
»otrolaun & Cool Prodoots 
•on-Hotalllo Minorai Prodoots 
Basio Matais 
Matal Products 

Intaraadiata-aoods 

lom-Ilactrical Machinary 
Ilactrical Maehinary 
Transport Squipeant 

Capital-Goods 

Total Manufacturing 
(rata of Growth) 

1952-1959/60   1959/60-196V65 
W/¿5-   l9^9/?6- 
1969/70     1971/70 

OfV 
0.0 
2.7 
1.5 
Otf 
2X3 
0.2 

0— 
1,0 
2.T 
3.5 

1* 
o.s 
0,9 

-0.7 

o.tt 

-0.3 
-1.0 

1.0 
(6.5) 

0.<* 
0.6 
00? 
0.6 
1> 
0.9 
CO»- 

0.6 

5.0 
0.0 
1* 
2.9 
1.3 
1.5 
1.5 
1.2 

X£ 
1.7 
3.0 
L.v Ä 
1.0 

(3.6) 

1.0 
-0.3 

1.1 
3*1 
o.a 
1.5 

- 1.0 

2.3 
1.1 
2.0 
2.1 

-4.0 
1.7 
1.9 
1.2 

USL 
4.7 
2.9 

i 
1.0 

(2.6) 

0.9 
2.0 
1.1 
2.1 
0.8 
0.6 

Jul. 
-1.9 
2.3 

.1 
0.7 
1.4 

-3.3 
13 
01 
0.1 

"TT 
a.] 
0.3 
is 

1.0 
(5.-) 

Tba Coofficiants of structural enangas axa found by diring tha annual growth rat« 
for tho particular eatogorias or branahas by tha one tor «aaafaoturing industry 
as a «nolo. (Soot lassas A.I., Ibid, p. 101). 
Soaroaas Ibid., Tabla« los* XIX *«3. «ad ni. A A. 
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Among the expanding manufacturing branches, due to their 

relatively large initial share, in 1959/60 the chemical industry 

took the lead by the highest increase in its share with about 5.5$ 

within the structure of total gross value added by manufacturing 

industry occupying the third place.  The textile industry, which 

was the leading one during the previous period, lost its lead with 

the drop in its rate of growth to a lower level than the average 

for manufacturing industry.  Food products and beverages continued 

realizing low annual growth rates. 

During the period 1965/66-I969/7O, the negative growth rates of 

certain important manufacturing industries, in addition to the decrease 

in the growth rates of some other important manufacturing branches 

such as food products, textiles and chemical industries, were some 

of the main factors behind the low growth rate of manufacturing output. 

The share of the textile industry in the structure of manufacturing 

industry accounted for 20.2$ in I969/7O, as against 19«9$ and 23.6$ in 

1964/65 and 1959/6O respectively.  In spite of the low growth rate of 

manufacturing output, the chemical industry grew and accounted for 

12.9$ of the manufacturing output, in contrast to 11.2$ and 5.6$ in 

1964/65 and 1959/60 respectively.  During the same period the relative 

shares of the three branches of the capital goods industries realized 

an increase within the structure of the manufacturing industry. 

C. The impact of the pattern of investment on the 
structural changes of output 

The development and structural changes in the output of manufac- 

turing industry reflected the pattern of allocation of investments 

among manufacturing branches~ in addition to the change in output 

by the existing projects.  Egyptian structure of manufacturing industry 

witnessed, from 1955 onwards, the erection of certain new modern indus- 

tries for the production of rubber tyres, basic steel products, railway 

44/  See Chapter III. 
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vans and wagons, lorries and trailers, busses and passenger cars, 

modern durable consumer goods,  and certain chemical and petroleum 

products.      Some of these projects began their production before 

1959/60, but their impact did not appear fully on the 1959/60 

pattern of manufacturing output.      Certain branches of these 

industries had little growth in spite of the  investments allotted 

to them and the beginning of production.      This was the case of 

both the electrical and non-electrical machinery industries.      The 

increase in output realized in most of the manufacturing industries 

during the  first five-year plan,  I96O/6I -  I964/65, was less than 

could be expected in comparison to the total  investments directed to 

these branches and to the exploitation of the excess capacities which 

had been available before  1959/60.—' 

During the five year period 1965/66 - 1969/7O, it is difficult 

to say that the gross value added by manufacturing branches was a 

representation of both the gross value added that was generated by 

pre-1965/66 excess capacities or by the pre-1965/66 projects under 

construction,  or finally by the investment allocated to the indus- 

trial branches over the period I965/66 -  I969/7O.      Various other 

conditions were perhaps responsible for the low growth rates and 

structural development of manufacturing industry during this period. 

These include defects on the side of the labour force and the organi- 

zation and administration of the public enterprises. 

46/ D.     Import substitution and export promotion effects — 

The post   Second World  "iar expansion of  industrial production was  in 

the form of import substitution.      By 1950, as has been mentioned before, 

the process of import substitution of simple consumer goods was almost 

complete.      The ratio of imports with respect to total consumer spending 

of both categories of processed food imports and  non-food consumer goods 

imports decreased sharply from 2.5^ and 6.T% respectively during the 

period 1945-1948 to V% and 0.6b respectively during the period   V:4''-"9i". 

45/ 
í 

46/ 

H.  Hassan Abd-El Aziz,  op.cit.,  pp.1171  118. 

See chapter II. 
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The post  1952 policies of industrialization recognized that 

the only way forward was again through import substitution without 
46/ neglecting,  however,  the possibilities of exportation.—'     During 

the period 1952-1970 the import substitution objective was mainly 

achieved for consumer-goods industries as much as the available 

domestic natural resources permitted.      Import substitution of inter- 

mediate goods has only been partially realized.      In spite of the 

expansion and diversification of the output of the intermediate-goods 

industries,  the established industries have increased their require- 

ments for intermediate-goods imports.      For instance,  after a drop in 

the ratio of imports of semi-finished goods in relation to  industrial 

production from 1.373 during 1953-1956 to 0.453 during 1956-1959/60, 

it increased to 0.973 during the period I959/6O-I964/65 that witnessed 

in general  a relatively big structural change in the output of the 

manufacturing industry in favour of intermediate-goods industries. 

Imports  of raw  iiiiustrial materials   ir.or-as-i  luring the   period   "959/60- 

1964/65, because the use of local resources did not expand fast enough. 

The import of capital goods with respect to total gross investment was 

nearly equal to the total amount of equipment, machines and transpor- 

tation,  because there was a heavy dependence on imports for obtaining 

machinery. 

Concerning the effect of export promotion,  it is worth noting 

that exports of manufactured products (viz.   semi-finished and finished 

products)  increased from  L3 6.6 million in  1948 to  L3 96.9 million in 

1969/70,  going up as a percentage share of total exports from 4.63 in 

1948 to  29.5-3 in 1969/70.       Consequently,  an important structural 

change occurred within total exports between the relative positions of 

industrial and agricultural  exports. 

Exports of certain important industrial goods have not been possible 

except with the continuous  subsidies such as in the case of cotton yarn 

and textiles.      Export receipts of some electrical commodities could only 
All 

cover the cost in foreign currencies of the  imported used inputs.— 

46/ 
See chaDter II. 

47/ / 
'A.A.  Kadis,  "A quick illustration to our foreign trade during the 
period  1959/60-1965/66",   Internai Memo.  No.24, INP Cairo,   I968,  p.19 
(in Arabic). 
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Moreover,  it is worth noting that in spite of the increase in 

the share of industrial exports to total exports, the structure of 

industrial exports has been dominated by the same traditional  indus- 

trial exports,  with only a change in their relative importance. 

Exports of new industrial products were relatively small.      In any 

case,  during the early stages of development the structure of exports 

may not witness important changes.      With the exception of the textile 

industry, the process of industrialization has not achieved earlier 

targets of export promotion.      This fact may mean a return to a policy 

of industrialization based on import substitution objectives.       In this 

connection, a reference should be made to increases in domestic consump- 

tion and the  achieved      t<iTgets of domestic production. 

E.    Summary 

Over the 25 years period 1945-1970,  the manufacturing industry 

mors than tripled in terms of gross valuo added.      The highest annual 

growth rate (8.6;^) was realized during the period of the first five- 

year plan,  1960/61-1964/65.      However, the contributed gross value 

added by nearly all the manufacturing branches during that five year 

period was far less than could be justified by both the gross invest- 

ment allocated to these branches and the expected generated gross value 

added as a result of the    utilization of pre-1959/60 excess capacities. 

The realized annual growth rate during the last five years 1965/66- 

1969/70 was very low due to various considerations,  including the Israeli 

war of 1967. 

Over the same 25 years predominant emphasis was given to consumer 

goods industries, but structural changes decreased the relative share of 

that category of industry and increased the shares of both intermediate 

and capital goods industries.      Most of this structural change happened 

during the period of the first five-year plan,  I960/61-1964/65. 



«   • 

- 56 - 

The food products and beverage industriel still dominate 

the structure of the manufacturing industry, in spite of a 

declining proportional share of output.      The textile industry, 

occupying second place in manufacturing, was the most expanding 

one over the period 1945-1959/60.      The chemical industry, which 

occupied third place in manufacturing during the 1960s,    became 

the fastest growing one over the ten-year period 1960/6I-I969/70. 

For consumer goods industries,  the objective of import substi- 

tution has been achieved as much as available domestic natural 

resources have permitted.      Import substitution of intermediate 

goods has only been partial.      As for capital goods, import substi- 

tution has been slight.      Concerning export promotion, it may be 

said that with the exception of the textile industry, the process 

of industrialisation was not basically concerned with this objective. 
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V.    EMPLOYMENT BY MANUFACTURING INDUSTRY 

A.    Employment absorption by manufacturing industries 

In  1947, the sector of agriculture contributed about two thirds 

(61.6%)  to total employment in the national economy.      Services contri- 

buted most of the rest,  with only a small part (8.4$) of total employ- 

ment being absorbed by manufacturing (see table  22). 

Over the three periods 1947-1960,   1960/6I-1964/65 and  1965/66-I960/70 

employment  in the national economy expanded by about 1.2,   I.4 and 0.8 

millions respectively.       Of this increase in employment,  the manufacturing 

industry  absorbed relatively small shares of only 13.1,  15.8 and 8.9$. 

Certain limitations prevented agriculture from continuing to provide work 

opportunities.      Therefore,  services contributed the highest part in the 

increase of employment especially during the two periods  I947-I96O and 

1965/66-1969/70 (see table 23). 

In  1969/70, the relative share of labour absorbed by the agricultural 

sector declined to about one half (48.9$)  of total employment.    This decrease 

was paralleled by an increase in services which rose from 29.5^ in I947  to 

39-7$ in  1969/70.      The relative share of employment by the manufacturing 

industries increased from 8.4$ in 1947 to 10.7$ in I969/7O  (see table  22). 

The  limited capacity of the agricultural  sector to absorb more labour 

and the modest contribution of the manufacturing industry  (13.O0) to the 

total  increase in employment,  over the  period 1947-1970, allowed services 

to become the alternative possibility for more labour.      This development 

could switch under-eraployment from agriculture,  which is typical of that 

sector,   to services. 

to 
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Table  22.    Percentage distribution of employment 
by economic sector,  1947-1971/72 

Sconomic sector 1947    1960    1959/6O    1964/65    1969/70    1971/72 

Agriculture                      61.6 56.3 54-0 
Industry 31 d ale cui city   8.9 9.9 10.2 
(Manufacturing)                8.4 9-1 9-7 

Services                    "      29-5 33-9 35-8 

Total 100.0 100.0  100.0 

51.6 
11.4 
10.8 
37.0 

100.0 

43.9 
11.4 
10.7 
39.7 

100.0 

47.2 
13.0 

39.8 

100.0 

Source: H. Hassan Abd-El Aziz, op.cit., p.l8¿.   1947 and i960 data are 
revised ones from UAR Department of Statistics and Census,  Population 
census i960, vol.11, Cairo,1963, p.xiv, adjusted to exclude unemployed 
workers.    Por  1959/60,  1964/65 and  1969/7O:    Ministry of Planning, 
Follow-up and evaluation of the first five-year plan  1960/61-1964/65, 
vol.1,  Cairo,   I966,  p.63;    Following-up and evaluating the economic 
grovrth of UAR in     1969/70,   Cairo,   1917,  p.45 (in Arabic)  and Following-up 
and evaluating  the  economic growth of "JAR in 1971/72« Cairo.   '9?ô,   P.71  and 
73  (in Arabic).'947  and 196O lata are  census  figures,   i.e.   actual  data; 

// ¿0,   19Ó4/Ó5   and   1969/7O data are partly actual data and partly 
estimates by the  Ministry of Planning. 
19 5V 

Table 23.    Percentage distribution of the increase of employment 
among economic sectors,  1947-1969/70 

Economic sector 1947- 
196O 

1959/60- 
1964/65 

1964/65- 
1969/70 

1959/60- 
1969/70 

Agriculture 27.1 40.4 30.8 35-4 

Industry   and electr. 15.O 17.0 9-9 14.4 

(Mnaufac taring) 13.1 15.8 8.9 13.3 

Services 57.9 42.6 59.3 50.2 

Total 100.0 100.0 100.0 100.0 

Source:    Same as for table 23« 
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In ths manufacturing industries mor« than two third« of the 

labour works in the consumer-goods industries, around one fifth 

in the intermediate-goods industries and around one tenth in the 

capital-goods industries?    as is indicated in table 24.      Over 

the period 1947-1969/70, the proportion of employment in the 

consumer-goods industries to total employment in the manufacturing 

industry decreased by about 5«1  percentage points while in the 

intermediate-goods industries increased by about 5.7 percentage 

points and capital-goods industries decreased by 0.6 percentage 

points of the total employment.      This structural change in the 

distribution of employment  in favour of bhe  relativ-3 increase in the 

intermediate-goods  industries  has oocurre i  gradually all over the 

period  1947-197O and not only during the last  ten years as  is the 

case with the structure of output.    This phenomenon had repercussions 

on the trends of productivity of the three  categories of manufacturing 

industry as will be explained  in the next  chapter. 

mm 
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Table 24. Percentage distribution of employment in the manufacturing 
branches of industry, 1947-1969/70 

Manufacturing branches 1947  1960   1959/60   1964/65   1969/70 

Pood products, beverages 
Tobacco manufacture 
Textiles 
Apparel, footwear 
V/ood pro ducts, furniture- 
Printing, publishing 
Miscellaneous 

Consumer-goods industries  72.5 

Paper, paper products 
Leather , leather products 
Rubber products 
Chemicals 
Petroleum   and coal products   0.2 
Non-"etalli: mineral prod. 
Basic ' ruetaij 
Metal   producta 

Intermediate-goods inds. 

Non- electrical machinery 
Electrical machinery 
Transoort   equipment 

Capital-goods indu3. 
Total minufa:turing 

10.4 12.7 14.9 14.8 15.0 
0.9 1.2 1.6 1.5 1.5 

23.1 25.7 30.0 28.3 28.0 
20.0 7.7 6.9 7.1 7.0 
H.I 12.4 10.3 9.2 8.4 
1.8 2.3 2.6 2.2 2.2 
2.2 5.2 6.3 5-6 5-3 

72.5 67.2 72.6 68.7 67.4 

0.2 0.7 1.2 1.7 1.8 
1.5 1.3 1.6 1.3 1.4 
- 0.3 0.4 0.4 O.4 

1.2 2.7 3.1 4.6 4.9 
3    0.2 0.6 0.7 1.2 1.4 

3.2 5.1 5.5 5.5 5.3 
4-3 2.2 1.6 2.6 2.8 
6.3 3.0 4-9 5.0 5.1 

17.4 21.0 18.7 22.3 23.1 

4-4 2.4 1.9 2.0 2.0 
1.0 lo 1.7 2.3 2.6 
4.7 7.9 5.1 4-7 4-9 

10.1 11.8 8.7 9.O 9-5 
100.0      100.0 100.0 100.0 1C0.O 

Sources;  A.H.  Hassan, op.cit.,  p. I85 î based on data of:    Egypt Department 
of Statistics and Census,  Census of population 19471 Second Part, Cairo, 
PP-965    and   'SO;  UAR,   G.A. P.M. .5.,   Census of population *;iô,   Second Part, 
Cairo pp.   "9  and   '29;    UAR,   Ministry of Planning,   A Primary Report on 
Following up  the  Execution of the Plan  in the  Second Year   ')ó\/ó2,   Cairo, 

Ara' io);    UAR,  Ministry of Planning,   The General Plan of Economic 
il Development-Appendix of the  Primary Report  on Following up the 
1  pf the  Plan in the Fourth Year  1963/64,   Cairo,   '$6â {in Arabic); 
1-Kaweb,   Factors  Determining the  Growth  in the  D-y-lorment of 

Sxecut- 
ana. o. 

•Mining 
it. 

Planile 
Arabic). 

d Carrying Manufacturing and Electricity in the First Five Years 
O/oí  -   "964/65)  in the UAR.,  Memo No.  730,   IUP.,   Cairo,   1967 (in 

The Last year  1969/7O:    R.   Mahros,  pjo.     '' oil 
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With regard to employment by the various branches of manufacturing 

industry, the most noticeable fact is that the greatest part of employ- 

ment in manufacturing is concentrated in a limited number of branches. 

In 1947 a proportion of 67"' of the total manufacturing employment was 

absorbed by only four branches, namely textiles, apparel and footwear, 

wood products including furniture and foodstuffs.  During the period 

from 1947 to 1969/70 the proportion of these four branches decreased to 

about 58J^, this being mainly due to the great decline in the labour 

absorbed by the apparel and footwear industry.  The relative shares 

of employment in other manufacturing branches achieved important increases, 

such as chemicals, non-metallic mineral products, petroleum products and 

paper products as well as electrical machinery. 

B. Scales and techniques of production from the point of 
view of employment 

It is worth pointing out the factors which have been behind the 

changing pattern of employment in manufacturing.  In this respect 

expansion in large scale enterprises and the increase in the use of 

capital intensive techniques were significant factors.  Industrial 

expansion in the post-war period was characterized by these two factors. 

In spite of expansion in manufacturing output, during the period 1947- 

1950, the total volume in both the number of manufacturing establishments 

and in employment decreased by 26.9 and 15.8$ respectively.  During that 

period, many small-scale enterprises using less capital-intensive tech- 

niques were compelled to stop operations because of competition and lack 

of government protection or help. 

Over the next period 1952-I96O, large-scale enterprises went on 

expanding and increasing their share of labour absorption to the detriment 

of the relative share of labour by small-scale enterprises (see table 25). 

The conditions which prevailed after 1952 encouraged the use of more 

capital-intensive techniques.  "Import regulations and other protectionist 

measures have created domestic monopolies in the oommodity market in Egypt 

and this given, the amount of industrial capital, contracts the tendency 

towards more labour-intensive methods."—  To this we have to add the fact 

Aft/ 
— B. Hansen and G. Marzouk, 00.cit.. p.165. 
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that many government projects established during the fifties 

weret  by the very nature of the process of manufacturing, rela- 

tively capital-intensive projects.      Consequently, over the  period 

1947-1959/60,  capital  intensity by manufacturing industry realized, 

roughly,  an annual compound growth rate of about 8$.-¿ 

Table  25.    Percentage distribution of manufacturing establishments 
and employment by size of establishment,  1952,  I960,  I964 and 1967 

Size category 
establishment 

of 
by 

cere 

1952 1960 1964 1967 

number of worl Est. ¡£mp. Est. ¿nip. bat. £jnp. &st.    lump. 

1 - 9 93.1! l/ 40.7^ 93.3 36.4 93.3 27.2 95.3    36.0 

10 - 49 4.5 13.2 4.8 14.3 5-6 14.3 2.8     9-5 

50 - 499 0.9 17.4 0.8 18.6 0.9 18.2 0.5    13.1 

5OO- and ovsr 0.1 28.7 0.1 30.7 0.2 40.3 0.1   41.4 

Unindicated 1.3 0.0 1.0 0.0 0.0 0.O 1.3    0.0 

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

No.   in thousands 6O.4 402.3 84-4 521.8 87.4 686.4 159.3 850.7 

-Estimated figure based on similar relative share in the Census of esta- 
blishments in 1954. 

Sources;    Egypt,  Department of Statistics and Census,  Census of indus- 
trial  production 1952;    Annual general  statistics  1959» Cairo,   1961, 
p.272,  U.A.R., C.A.P.H.S., Census of establishments,  various years 
(in Arabic). 

42'H. Hassan Abd-El Asia, 0£.cit.,  pp.120 - 125« 
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During the last  10 years 1960/6I -  1969/70, most of the 

investment activities were carried out by the public  sector.  Esta- 

blished projects were mostly in large-scale units using more capital- 

intensive methods.       This trend,  which was not accompanied by suffi- 

cient governmental  help to snail-scale establishments,   decrease! the 

relative share of the labour absorbe: by small establishments.      In 

1967,  however,  there was an increase in the share of the labour absorbe! 

by small establishments.      However,  this increase may be due to the 

decreased rate of labour absorbed by large-scale industrial plants due 

to the contraction of economic activities which followed from 1965/66 
to  1967/68.& 

In short,  it  is clear that generally the policies concerning the 

scales and techniques of production adopted over the period  1945-1970 

were of the capital-intensive type,  a situation that resulted in a 

modest absorption of labour by the manufacturing industry,  as already 

indicated. 

C     The effect of the change in the structure of manufacturing output 

Changing the  structure of manufacturing output had an influence on 

labour absorption.       This is due to the difference between the various 

industries in the possible alternative ranges of capital  intensity  in the 

process of manufacturing.      Let us go back again to the previous analysis 

of the various scales and techniques of production as factors behind labour 

absorption by manufacturing industry, but the presentation will be  from 

another angle,  namely the kind of output.       Examining the change which 

occurred in the structure of labour by changes in manufacturing,  it may be 

better to use the  incremental approach,  i.e.  the distribution of the  in- 

crement  in output in the proportion of the labour used by manufacturing 

branches. 

50/ 
•*» A.H.  Hassan,  "Industrial development and its influence on internal 

migration", Seminar on the Relation between Population and Development 
in Africa, Cairo,  8 April - I5 April 1974, p.29. 
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Over the  first  period 1947 -   1960,  it  is possible to see from 

table  26 (apart  from the difference  indicated between 1947 and 196O 

censuses of population),  that some  manufacturing branches realized 

negative employment changes, while others realized relatively large 

positive employment  changes.      The  negative employment change of the 

first category of manufacturing branches accounted for as much as 206$ 

of the total net employment  increase by manufacturing industry over the 

period  1947-196O.      Most of the negative employment change was in the 

apparel and footwear industry.       It is not possible to attribute the 

decrease in employment which occurred to a decrease in output.     The real 

explanation is the appearance of large-size establishments,  the decline 

in the proportional  share of small  scale establishments,  the change in 

the product mix of some branches  in favour of the  production of modern 

or developed products,  and the increase in the capital intensity of the 

techniques of production. 

Concerning the ether categories of manufacturing branches that 

witnessed an increase  in their labour absorption,   it  is possible to say 

that they were also  subject  to the  same factors,   which reduced employment 

absorption.    However,  the increase  in labour absorption was primarily to the 

large expansion in output  which  reached about   five times their 1947 level 

for instance   in the  textile  industry. 

Over the next  period 1959/60 - 1969/7O, manufacturing branches can 

be classified into two main categories,  namely  "more labour-absorbing 

industries" and "less labour-absorbing industries".      The first category 

comprises the manufacturing branches in which the  relative  share of 

labour absorbed by each of them  is larger than  the relative  share of in- 

vestment allotted to each of them.      In contrast,   the second category 

comprises those manufacturing branches in which the relative  share of 

labour absorbed by each of them  is smaller than the relative share of 

investment allotted to each of them, as indicated in table  26.     Applying 

this new classification on the  structure of the manufacturing output, 

during the period 1959/60 -  1969/70, growth was  in favour of the cate- 

gory of the  "less labour-absorting industries".       The repercussions of 

that  structural change on the employment structure of the manufacturing 

industry was an increase of an estimated 3.7^ of the share of labour by 

the "less labour-absorbing industries" to the detriment of the  share of 

labour by the  "more labour-absorbing industries".      Considering the 

modest absorption of labour by manufacturing industry over the  period 

1947-1970,   it   is possible to say  that the various  industrial  policies, 

namely the  structure of production,  size of establishments and techniques 

of production,  were  in favour of  labour saving.       However,   some  labour 

was absorbed due  to  social considerations,  namely the reduction of working 

hours. 
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Table  26.  Distribution of the  increase of employment among manufacturing 
branches and gross investment by manufacturing branches,   1947 -  1969/70 

(No.  of employment  in thousands) 

Manufacturing 
branches 

T -        , .   ,    . Investment Increase of employment between: _ ^ , Total ¿¡TOSS_ 

1947 - 1960     1959/60 - 1969/70     1960/61    1969/70 
(period) 

Pood products and   / 
beverages» 20.9 40.5 

Tobacco manufacture 2.9 5«7 

Textiles 30.2 58-5 

Apparel and footwear^-76.2 -147.4 

Wood products and / 
furniture-7 -4.7 -9.O 

Printing and 
publishing 4«9   9«5 

21.6      41.8 Miscellaneous 

Consumer-goods 
inds.   a/ 

Paper  and paper 
products 

Leather and  leather 
products 

Rubber  products 

Chemicals 

.-0.2  -0.4 

3.9   7.4 

-0.3 

2.1 

11.6 

Petroleum and coal 
products    3»5 

Non-metallic mineral^ 
products    14.8 

-0.6 

4.0 

22.5 

6.8 

Basic metals 

Metal   products- 

28.8 

-13.0 -25.I 

11.8  22.8 

Int ermediat e-goods 
inds.  34.4  66.4 

Non-electrical 
machinery»  -12.3 -23-9 

Electrical   machinery     4-0 7.8 

Transport   equipment     25- 9 50.1 

Caoital-ároods  inds.      17.6 34-0 

Total manufacturing      51.7     100.0 

44-5 

4.1 

66.0 

21.4 

13.8 

4.6 

11.3 

15.2 

1.4 

22.6 

7.3 

4.7 

1.6 

3.9 

165.7 

8.5 

a/   More labour absorbing industries« 

Sources:  Same as for tables 9 and 

56.7 

2.9 

i 
105.0      14.6 

85.2      11.9 

0.8 

5.6 

67.4 

26.6 

0.1 

0.8 

9.4 

264.O      36.8 

3.7 

2.6 0.9 6.9 1.0 

1.5 0.5 4.5 0.6 

25.3 8.7 97.7 13.6 

8.3 2.8 87.9 12.2 

16.2 5.5 37.9 5.3 

15.3 5-2 114.0 15.9 

15.7 5.4 9.0 1.3 

93.4 32.0 

2.2 

384.5 53.6 

6.3 10.9 1.5 

13.5 4.6 19.2 2.7 

13.2 4.5 39.0 5.4 

33.0 11.3 69.1 9.6 
——     

292.1 100.0 717.6 100.0 

24. 
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TL.     LABOUR PRODUCTIVITY IN THE INDUSTRIAL SECTOR 

^ 

There are two measures of labour productivity. 

The first measure is: 

Product i-/it y = 

The second measure is: 

Productivity * 

Value of total production 
Number of workers 

Value added 
Number of workers 

The value added is the value of total production minus production 

requirements or intermediate input.  Indeed, the value of total produc- 

tion includes the value of intermediate goods used in the production 

process.  Such intermediate goods include energy, raw materials, 

machinery, and spare parts.  Consequently, in estimating the value added 

by the industrial sector, we should subtract the value of intermediate 

goods from the value of final goods.  In other words, the value added 

by the industrial sector is the value it adds to intermediate goods in 

the process of production.  In this way, productive efficiency of every 

activity is measured by its contribution to the total national income 

which io made up of total add-ji value in all sectors including the 

industrial sector. 

As explained above, the value added is what is added by the industrial 

sector to intermediate goods produced in.other sectors.. The procedure for 

computing this measure can be summarized in the following steps: 

(l) Estimate the total production of primary and secondary products 

and services provided using the cost of production factors as a basis for 

the estimate.  Production taxes and duties are excluded.  Subsidies to 

industry are added. 

(?) Subtract the cost of production including raw materials, energy 

and industrial services from total production. 
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(3) Subtract depreciation of fixed assets from the net figure in 

step (2).      This gives us net added value. 

Estimates of total value added, were used in computing productivity 

in the industrial sector in general  and in industrial groups in particular. 

Unfortunately depreciation data is not availaule. 

There was an improvement  in average productivity in the  industrial 

sector in general, and in most  industrial groups.      This reflects slight 

improvement  in production efficiency since the base year 1959/60.    How- 

ever,  productivity declined in the years 1965/66,   1966/67 and  1967/68 and 

then increased again in  I968/69 and  1969/7O.      Average  productivity was 

LE     483.5 in 1969/70,  which represents 113.5$ of "the base year 1959/60. 

This means that  labour productivity  increased by over 13$ in  10 years. 

Table  27 shows that the slight  increase in the average labour produc- 

tivity during the  10 years  I96O-197O vías at the  same time accompanied by a 

greater increase  in average   A ages, and it was one of the reasons for the 

inflationary pressure which accompanied the industrial development  process. 

The most  important reasons which led to this are:   the determination of 

wages did not link wages with productivity, but because of social considera- 

tions the minimum level  »f wages and the determination of annual gains were 

fixed with no consideration to productivity (see table  28);    and an employ- 

ment policy based on the necessity of employing the surplus labour force 

did not help in the increase of labour productivity. 
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VII.    GEOGRAPHICAL DISTRIBUTION OP MANUFACTURING INDUSTRY 

A. Some geograpical data of Egypt—' 

The total area of Egypt  is  1,001,449 square kma.,  with a populated 

area of only 35t580 sq.   ¡cms.,  which is only 3.55^ of the total area. 

The area covered by the Nile waters and lakes  is 7,380 sq. tans.,  and the 

remaining area ia desert  land.      The Nile is the  jugular vein of Egypt, 

for it is the only source of irrigation water upon which the cultivated 

area can depend.      The  length of the Nile Valley from Aswan to Cairo is 

885 kms., while  its maximum breadth is 16 tans.       The Delta and the Fayum 

Oasis constitute the remaining population areas in Egypt.      According to 

the  last census taken in May  I966, the density in the  populated area is 

845 persons per square kilometer. 

The desert area is divided topographically into parts:    the Western 

Desert  *hich extends from the western side of the Nile Valley and the 

Delta to the Libyan borders;     the Eastern Desert which occupies the area 

between the eastern side of the Nile and the Red Sea;    and the Sinai Desert 

which is situated in the north-eastern part of Egypt.      Besides the Fayum 

Oasis in the Western Desert there are the Dakhla,  Kharga, Farafra,  Baharia 

and Siwa Oases as well  as some other depressions which constitute the 

New Valley with an approximate area of 8 million feddans.      The Qattara 

Depression which is the  deepest depression in Africa covers an area about 

4-5 million feddans and is situated in the northern region of the Western 

Desert.      It is mostly covered with sand and salt. 

51/ =-- See:  Central Agency for Public Mobilization and Statistics, Population 
and Development, A study on the population increase and its  challenge 
to development in~Ëgypt,  World Population Year 1974,  (Cairo,  1973) 
pp.   155-156. 
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The land is characterized by its levelled surface with the 

exception of some regions in th* Eastern Desert and the Sinai Desert 

which rise up to a height ranging between 6,000 and 7,000 feet.       The 

Sinai heights extend from south to north gradually towards the sand 

plains extending to  the Mediterranean coast.       The eastern heights  include 

a chain of mountains running parallel to the Red Sea and extends westwards 

towards the Nile.       The region is rich with minerals and is traversed by 

a number of valleys which were used as roads in the past. 

Egypt is divided administratively into  25 governorates.      The  two main 

governorates are Cairo  (the capital)  and Alexandria.      The other governorates 

can be grouped geographically into canal  zone governorates (3), lower-Egypt 

governorates (8), upper-Egypt governorates  (3)  and frontier governorates  (4). 

The  frontier governorates occupy most  of the desert  area.^=/ 

B. Geographical distribution of manufacturing industry in 1947 

In 1947, manufacturing industry was not distributed evenly among the 

governorates.      Three governorates abosorbed about one half (5O.3')   of the 

total manufacturing emDloyment (see table  29).       Cairo accounted alone  for 

more than one quarter of the total manufacturing employment.    Alexandria,  the 

main harbour, and Gharbia,  the main cotton textile centre, accounted together 

for another quarter of the total manufacturing employment.      The  second half 

of the manufacturing employment was distributed among the other governorates. 

In most of these governorates manufacturing industry accounted for only 3 to 

5^ of the total manufacturing employment. 

52/ 
See the attached man. 
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Table 29« Distribution of manufacturing employment and Bhare 
of manufacturing employment (as percentage of) popu- 

lation, by governorates, 1947 

Governorates           Distribution of manu- 
facturing employment by govern- 

orates 

Manufacturing 
employment as percentage 
of population 

Cairo 26.7 8.5 
Alexandria 11.4 8.2 

Suez Canal governorates: 

Port-Said 1.7 4.5 
Suez 0.6 4.0 

Lower-Egypt governorates! 

Damietta 1.1 13.3 

Dakahiliya 5-5 2.6 
Sharkiya 3.9 1.9 
Calubia 4.7 4.5 
Oharbia 12.2 3.5 
Menofiya 4.3 2.5 
Beheira 4.3 2.3 

Upper-Egypt governorates« 

Giaa 4.3 3.5 
Beni-Suef 1.5 1.6 
Fayum 3.6 3.4 
Minya 2.9 1.8 
Assyut 3-5 1.7 
Soubag 3.1 1.6 
Kena 0.7 1.7 
Aswan 0.2 1.7 

Frontiers governotarss 

Total 100.0 

Source: Egyot, Department of Statistics and C ensue, Census of Population 
1947, Second part, (Cairo, 1953). 



- 74 - 

The importance of the manufacturing industry in the various 

governorateB has to be considered,  however,  in relation to the size 

of the population of the governorates.      The relatively high popula- 

tion share of certain governorates was the reason for the relatively 

high share of the total manufacturing employment,  and    the relatively 

low population share of  some other governorates was  the main factor behind 

the relatively low share of the total manufacturing employment.     The 

governorate's  level of industrialization - measured by the proportion 

of it3 manufacturing employment  to the number of population shows that 

in 1947 three governorates accounted for relatively high levels of in- 

dustrialization (see table  29).       These governorates are Damietta and 

the two main governorates of Cairo and Alexandria.      The  lead in indus- 

trialization of the Damietta governorate was the result,  on the one 

hand, of the large number of 3mall-scale    industries because of certain 

historical factors ani,  on the other of its administrative composition 

which involves only the urban area of Damietta.      Apart  from the peculiar 

case of Damietta,  the two main governorates of Cairo and Alexandria had 

the highest levels of industrialization.      The Gharbia governorate had 

a relatively moderate level of industrialization.      A moderate level of 

industrialization was also achieved in the Suez Canal governorates,  and 

the two governorates adjacent to Cairo,  Calubia and Giza.      It is clear that 

in these governorates manufacturing industry was the result of certain 

factors related to their geograhical site either besides the Suez Canal 

or Cairo.      The rest of the governorates had rather low levels of indus- 

trialization. 

C. Changes in the geophical  distribution of manufacturing industry 

It is possible  to trace the  government policies of industrial location 

by analysing the geographical allocations of manufacturing investments.  The 

available data are concerned with the two periods      1957-1959/60 and 196O- 

1964/65. 
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During the period of the first Industrial Programme, November 1957 

- June I960, the geographical location of manufacturing investments was 

greatly concentrated (see table 30).  Greater Cairo (Cairo and the 

adjacent areas of the Calubia and Giza governorates) absorbed alone more 

than one third of the total manufacturing investments'.  If we add the 

allocated manufacturing investments to the other mam governorate, 

Alexandria, their share increases to a little less than one half (48.7$) 

of the total manufacturing investments.  Outside these two main gover- 

norates, relatively high proportions of the total manufacturing investments 

were allocated to the Suez and Aswan governorates.  In contrast, all the 

rest of the governorates except Gharbia, Beheira and Kena received either 

very low investments or none at all. 

Over the period I960/6I - I965, one of the objectives of the industrial 

plan was to distribute industry whenever possible between the various 

governorates of the country.  This aim was partly achieved, as manufacturing 

investments - although still concentrated - were more evenly scattered over 

the various governorates than during the period 1957-I960/6I. The two main 

governorates of Cairo and Alexandria received more than one quarter of the 

total manufacturing investments.  Adding the two governorates adjacent to 

Cairo (Giza and Calubia) their proportion increases to a little less than 

half (50$) of the total investments.  The two new manufacturing centres (Sues 

and Aswan) and Kena absorbed a little more than one quarter of the total 

investments (26."K).  The remaining small part of investments was scattered 

unevenly over the rest of the governorates. 

As a result of the geographical concentration of investments, the 

spatial structure of manufacturing industry was more localized in 196O and 

1964 (see table 31 ).  The increase in localization was toward Alexandria, 

Cairo and its two adjacent governorates Calubia and Giza while the relative 

shares of most of the other governorates in the total manufacturing employ- 

ment were gradually decreasing, except for the two new manufacturing 

centres, Suez and Aswan, where the shares in the total manufacturing employ- 

ment increased, although they still accounted for relatively low proportions. 
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Table  30.  Percentage distribution of m nufacturing investment by 
governorates during the periods 1957-1959 and 196O/6I - I964/65 

Governorate 1957-1959/60 

37.8 

1960/61-1964/65 

Cairo 14.3 
Alexandria 10.9 lío 
Pore ¿iitid 0.7 1.0 
Isaiaillia 0.2 I.9 
Suez 17.4 10.4 
Daini etta 0.4 0.7 
Dakahiliya 1.0 1.1 
Siiarkiya 1.7 0.5 
Calubia y.}' 
Kafr ¿1 SneillcJa O.i 0.2 
GhariJia 4.6 I.9 
Menoufiya 0.0 2.1 
Beheira 2.5 3.3 
Giza 0.1 14.4 
Beni-Suff J.Q 0.4 
Fayua 
Minya 

0.0 
0.7 

0.4 
1.1 
1.8 Assyut 0.7 

Souiaag 0.1 O.3 
Kona 3.Ò 3*9 
Aswan 13.8 11.8 
Frontiers Gover^oratc s 0.0 0.2 
Unûpdcifio Locaiior-j .   CO 9.3 

Total 100.0 100.0 

»Durces:    Aida Beshara,   "Planning industrial location in the U.A.R." 
Mémo No. 385, INP (Cairo, July 1965) pp.  3,7 and 8 (in Arabic) and 
Institute of National Planning," Pinal leport on employment problems 
in rural areas of the U.A.R.",INP (Cairo,I965) p.63. 
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Table 31.    Geographical distribution of manufacturing employment 
1947,   1960,   1964 and 1967 

Iy47 I960 l^b4 1967 

Cairo ¿6.7 26.6 28.6 26.7 
Ouli^ubia 4.7 8.6 9.7 ¿.7 
(¡iza 4.3 6.0 7.6 6.3 
Alexandria 11.4 I9.I •17.9 18.2 
Port-üaid 1.7 O.9 1.2 1.0 
Ismailia 0.4 0.2 Oo 
Suez 0.6 1.0 1.6 2.2 
Dami e it 2. 1.1 1.9 ¿.0 ¿•3 
Dakahiliya •       5î5 3.I ¿.9 3.4 
Sharkiya 3-9 20 1.6 ¿.6 
Kai"r jil ¿nairfh. 1.0 l.o '   • 1.2 
Gharbia 12. 2 9.5 8.5 8.2 
Menoufia 4? i .1.7 2.3 2.6 
BeLöire 4 i 5 5; 7 5.6 ^•V 
Beni-buef 1-5 0.9 0.8 :i.i 
F ayo 'J a í;6 1.1 1.0 1.3 
iiinya ¿.9 1.8 1.7 ¿.d 

Assyut 3.5 1.5 1.2 1.7 
Sorag 3.1 1.5 1.2 1.5 
Kena 3.Ö 2|2 1.7 2.2 
Aswan 0.7 1.2 1.5 1.0 
Frontiers 3o. 0.<2 2.1 0.0 0.0 

Total        10C.Ü        100.0 100.0        100.0 

Department of Statistics and Census, Census of population 1947 
Second part,  (Cairo,   1953);  C.A.R.M.S., Census of'Establishment. 

Sources; 

various issues 
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it is interesting to note than in I967 localization of industry 

slightly decreased.      While the  labour absorbed by the main manu- 

facturing governorates declined slightly,  the absorption by other 

governorates increased.      It  is difficult to explain this adverse 

phenomenon in terms of the previously indicated localized spatial 

structure of manufacturing investments.      It may be largely explained 

by the policies of contraction followed from I965/6O to  I967/68. 

These policies decreased the total volume of investments and conse- 

quently decreased expansion in employment opportunities by the different 

economic sectors.      The sector of small-scale establishments was, however, 

opened for extending employment opportunities to further newcomers.     It 

seems that  the  increase in the relative share of the labour absorbed by 

small-scale establishments,  which are less localized than the large-scale 

establishments,  was the main reason behind this adverse phenomenon."^' 

Over the period 1947 to the mid-1960s,  the  same pattern of change  in 

the localization of manufacturing industry applied to each one of the 

manufacturing branches (see table  32), which witnessed a general increase 

in their concentration from 1^47 to  I964,  especially during the period 

of the first  five-year plan (196O-1964).      Each manufacturing branch was 

being confined to a fewer number of governorates,  and this was the case 

in spite of locating a large part of the consumer goods enterprises 

outside Cairo and Alexandria. 

u 
See Abd-El-Aziz H. Hassan, op.cit.,  pp.  27f  29 and 30. 
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Tabi« 32.    Localisation ratio by manufacturing branchei 
1947,   1960,  1964 and I967 

7"^ 

Manufacturing branches 1947 I960 1964 1967 

Pood products 0.16 O.31 0.59 0.23 

Beverages 0.28 0.46 0.67 O.34 

Tobacco manufacture 0.45 0.48 0.75 O.58 

Textiles 0.26 0.28 0.61 0.25 

Apparai and footwear 0.10 0.26 O.63 0.17 

Wood products and furniture 0.14 0.25 0.60 O.25 

Printing and publishing O.48 8.46 0.74 O.57 

Paper and paper products 0.48 8.43 0.73 0.50 

Leather and leather products 0.32 0.40 0.70 0.43 

Rubber products 0.34 0.32 O.64 0.39 
Chemicals 0.34 0.32 0.38 0.26 

Petroleum products O.15 0.9"? 0.88 0.79 

Non-metallic mineral prods. O.25 O.25 0.60 - 

Basic metals - 0.65 0.70 O.51 

Metal products 0.15 0.26 0.60 0.27 

Non-electrical machinery 0.28 0.19 0.60 O.29 

Electrical machinery - O.31 0.67 0.35 
Transportation means 0.21 0.24 0.60 0.28 

Miscellaneous 0.13 0.24 0.61 - 

Sources Ibid.,  p.17. 
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D. Factors influencing the geographical distribution 
of manufacturing industry 

Spatial structure of manufacturing industry is a result of the 

geographical patten of allocating manufacturing investments over 

longer periods of ti.ne.  Investments, in turn, have been induced by 

different factors.  It happens that one or a group of these factors 

predominate in a certain industry, at a certain time or in a certain 

area.  These factors may be classified into economic and social ones. 

Thi economic considerations were in most cases behind the previously 

explained localized pattern of manufacturing industry.  Vicinity to 

market plays an important role in this regard.  For instance, in I969/7O, 

the two main industrial governorates Cairo and Alexandria accounted for 

about 21- of the total population, 33$ of the total individual income 

and 32°5 of the total private consumption.  At the same time, average 

private per capita income amounted to nearly LE 113.2 and LS 107-3 in 

Cairo and Alexandria respectively as against an average of LE 55*3 and 

LS 54.8 in lower and upper Egypt governorates respectively. -  The 

economic considerations participated with the factor of markets in 

realizing the localized pattern of manufacturing industry.  These 

considerations are such as availability of transportation facilities, 

different infrastructure, labour force, energy and raw materials. The 

lack of some or most of these economic considerations (in addition to 

the market factor) in most of the Egyptian governorates has influenced 

the location of industry. 

54/ 
Ministry of Planning, The main features of growth by governorates 
196/1/65 - 1969/701 Third report (Cairo, 1972) pp. 23, 175 and 176 
(Tn Arabic). 
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•^ 

The previously explained geographical characteristics of the 

Egyptian region had an influence in this concern because of their 

reflection on economic magnitudes.       Por instance, Upper Egypt  is 

geograohically a ve.ry long and very narrow area.      The distance 

between the Southern governorates of Upper Egypt and Cairo is very long 

and means of communication between upper Egypt and the Red Sea are 

difficult. 

The appearance  of new manufacturing centres in Aswan and Suez 

is due to economic  considerations.       Vicinity to the sources of raw 

materials was the  main cause for locating most of new oil and some 

chemical projects at Suez.      At the  same time,  closeness to the hydro- 

electric power which was generated by the Aswan dam explains why large 

fertilizer and related chemicals projects were located in Aswan. 

Economic considerations were    also behind the relatively less 

localization of small-scale establishments.      Nearly all these esta- 

blishments are  privately owned.      Then,  in their profit seeking they are 

scattered all over the    country to satisfy part - or most - of the local 

needs of consumer goods and to submit the needed industrial services. 

Unavailability of most public utilities,  such as electric power, modern 

transportation means etc., do not handicap them;    on the contrary,  these 

factors may protect  them from outbade competition of large-size esta- 

blishments 55/ 

Historical factors are responsible for the existence of certain 

3mall-8cale establishments and industrial centres in certain governorates 
*6/ 

such as Damietta.—•  Economic and social factors were responsible originally 

in industrial location.  These factors may have disappeared, but industry 

is still sited in its original place iue to the creation of other economic factors, 

5S/ 
See:   Abd-El Aziz H. Hassan,"The  problem of industrial localization in 
Egypt" Seminar on Regional Planning and Urban Planning, Research Institute 
for Developing Countries,  (Cairo,   23-26 June  1975)  P«   12. 

56/ 
See p. 74. 
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Por instance, Damietta was until the end of the 19th century an 

important Egyptian harbour through which some main raw materials 

were imported.      Proximity to the source of these materials en- 

couraged certain industries to be located in Damietta.      In spite 

of Damietta's diminishing importance as a harbour,  these industries 

are still alive because of the substitution of the old economic 

considerations with new ones such as an industrial and trading 

atmosphere and labour skills suitable for their induFtries, etc.27/ 

It is clear that economic considerations have had the most 

important role in locating manufacturing establishments.      Social 

considerations such as the need to raise the standard of living of 

certain governorates were,  however, behind the location of some reoent 
manufacturing projects. 

^ 

57/ 
See: Abd-El Azis H. Hassan,  "Industrial looation in Egypt". Internal 
Memo No. 448, I.N.P.  (Cairo,  1975) pp.  25-26 (in Arabic). 
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