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PREFACE 

This Industrial Development Review of Egypt is part of a series of reports aimed at strengthening 
the "country focus" of UNIDO activities. As part of the work of the Industrial Development 
Review Unit of UNIOO's Programme Support and Monitoring Branch, the Reviews present a 
survey and analysis of each country's industrial development acbie\"Cments. The Reviews are 
intended to provide a service to those within UNIDO and othe:- international agencies concemed 
with industrial policy, planning, project development and implementation, and to be a ready source 
of information for governments, investors, indus.!rialists, entrepreneurs, policy-makers, international 
organizations, aid agencies, academics and research institutes. 

The Reviews have two separate but interrelated objectives: they are designed to facilitate and 
promote the activities of UNIOO, ~ well as to serve as an informative and analytical document 
for the international industrial community. Tht' analyses contained in the Reviews are intended 
to support the technical assistance programming for industry by providing industry-specific analysis 
which may serve as an input to programming activities and as a basis for informed discussions. 
The Reviews arc also designed to accommodate the needs of a wide readership in the international 
community associated with industry, finance, trade, business, research and government, laying the 
groundwork for undertaking in-depth analyses of specific aspects of industrial development trends, 
policies and strategies. 

This Review comprises three Chapters. Chapter I presents an overview of the economy, analysing 
the macr.JCconomic context of the ongoing pr.xess of industrialization. Chapter II elucidates the 
structure and performance of the manufacturing sector. Chapter Ill examines the constraint.-. and 
prospt.:cts of key industry branches, focusing on the emerging subsectoral investmeni opportunities. 

~ Unllcd Nauons lndllitrial l>cvclopmcnl Organ11.a11on 



BASIC INDICATORS 

BASIC INDICATORS I: THE ECONOMY 

GOP (1992/1993) LE 136,484 •ill ion 
(In current prices) 

Population (April 1994) 61 •i11ion 

Annual growth rate of 1989/90 1990/91 1991/92 1992/93 1993/94 
population (Percentage) 3.1 2.8 2.7 2.5 2.3 

Growth of GOP 1986/87 1987 /88 1988/89 1989/90 1990/91 1991/92 1992/93 
(Percentage) 2.5 3.9 3.0 2.6 2.3 2.8 1.5 

Structure of GOP 1975 1992 
(Percentage) Agriculture 29.0 16.5 

"ining 2.9 6.1 
"-nufacturing 17.4 17 .1 
Other 50.7 60.3 

Exports (1992/1993) S 3.4 bi11ion 

llllpOrts (1992/1993) $10.5 billion 

Workers' remittances (1992/1993) S 4.8 billion 

Current account balance 1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 
(Billion $) -1.27 -1.46 -1.59 2.22 3.56 1.01 

Total external debt 1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 
(Bill ion $) 51.69 40.44 41.01 40.43 

Debt service ratio 1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 
(Percentage) 28.5 26.3 16.4 15.4 

International reserves 1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 
excluding gold 1,520 2,684 
("ii lion S) 

5,325 10,810 11,702 

Cons.-r price index 1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 
(1986/1987 • 100) 117 .7 142.7 166.6 206.1 229.5 257.1 

Exchange rate 1987/88 ~ 1989/90 1990/fil m.J.m .J.mill (Egyptian pound equivalents 1.10 2.00 3.33 3.33 3.35 3.58 
to $1) 

c Unned N 11 ,. 



~I~ INDICATORS II: 

Va1ue of industria1 
production (1991/1992) 

Industrial ap1oyment 
(1991/1992) 
(lhllber of persons) 

Growth of MVA 
(Percentage) 

Structure of ftVA 
(Percentage) 

Value of selected industrial 
exports (1992/1993) 
("ii Hon S) 

Va1ue of se1ected industrial 
tlllpOrts (1991 /1992) 
("i11 ion S) 

Structure of industrial 
i111POrtS by encl-use 
(Percentage) 

THE INDUSTRIAL SECTOR 

LE 59,345 •i11ion 

1.9 •i11ion 

1987 1988 1989 1990 1991 1m 
7.3 7.5 -1.4 39.3 -1.1 9.3 

Food products 
Textiles 
Petrole111 refineries 
Iron and steel 
!Ion-ferrous meta1s 
Netal products 
Ion-electrical machinery 
Electrical mchinery 
Transport equi.-nt 
Other 

1975 
iT.21 
32.22 
2.25 
2.74 
1.83 
3.48 
3.21 
4.38 
3.82 
~3.86 

Petro1e111 and re1ated products 
Cotton yam and texti 1es 
Engineering and meta11urgical goods 

Transport equis-nt and •chines 
Food products 
CIM!llica1s and 1eather 
wood, paper and textiles 

1990 
13.18 
21.17 
17.32 
5.18 
3.01 
3.9' 
2.67 
4.27 
3.05 

26.21 

1,651 
564 
361 

2,356 
1,912 
1,115 

967 

1982 1991 
Capital goods 
Intermediate goods 
Other 

29.7 20.6 
43.1 38.3 
27.2 41.1 

~United N1tiona Industrial Development Orpnizltion 



BASIC INDICA1URS Ill: INTER-COUNTRY COMPARISON OF SELECfED 
INDICATORS 

s.li 
Indicator Unit Eept Algeria Pakistan Arabia Turi:ey 

Population (•id-1992) Rill ion 54.1 26.3 119.3 16.8 58.5 
Alfi Thouwnd 

square Im l,001 2,382 796 2,150 779 

GIP per capita (1992) s 640 l,840 420 7,51G 1,980 

Average amual rate of Percentage 13.2 11.4 7.1 -1.9 14.3 
inflation (1980-1992) 

Private cons111ption Percentage 80 52 72 63 
(1992) of GDP 

Gross clmestic invest9ent Percentage 18 28 21 23 
(1992) of GDP 

Gross clmestic savings Percentage 1 31 14 20 
(1992) of GDP 

Exports of goods and Percentage 27 27 17 21 
services (1992) of GDP 

Energy cons~tton Kg of oH 586 988 223 4,463 948 
per capita (1992) equivalent 

Food industry (1991) Percentage 25 22 1 17 
of RVA 

Textile and clothing Percentage 17 19 13 
(1991) of RVA 

Rachi nery and transport Percentage 
equts-rit (1991) of RVA 

7 11 4 18 

Chellicals (1991) Percentage 12 3 39 10 
of RVA 

Other industries (1991) Percentage 39 45 so 42 
of RVA 

Ranufactured exports to S •illion 1,011 l,382 3,474 1.837 7,809 
OECD countries (1992) 

Current account balance S •illton 2,605 1,337 -1,049 -19,431 -943 (1992) 

Gross tr.ternatlonal 
reserves (1992) 

S •1111on 11,620 . 3,318 1,524 7,467 7,508 

External debt (1992) S •Ill Ion 40,018 26,349 24,072 54, 772 

Debt service rat lo (1992) Percenta91- 15.5 71.3 23.6 31.9 

Soutrt: World Denk, World ~lopmmt Rtpon 1994 (Wullinpon D.C.. 191>4). 

Nocc: Data for Egypt may noc correspond 10 thole cited cllcwhcrc in 1hil report bca111e of diffcrur scurca. 

~United N11ions lndUICnal Dnelopmcnt Orpnmtion 



SUMMARY 

Egypt has a long history of industrial development. A particularly strong boost was given to this 
process by the gradual shift in economic policy following the conclusion of the 1973 war with 
Israel. The new policy of economic liberaliz.ation. known as the •infitah• C-openiug·). began with 
the enactment of Law No. 43 of 1974, which encouraged foreign investment in certain export­
oriented sectors. This was followed by several further moves to eliminate government monopolies, 
reduce subsidies and withdraw price controls. The process of policy reform gathered pace in the 
1980s, with the basic rate of corporate tax being lowered from 40 per cr.nt to 32 per cent in 1982, 
several measures aimed at stabilizing the Eg)-ptian pound and unifying the country's exchange rates 
being introduced in the mid- and late l~ and a further liberalization of investment regulations 
being initiated through the enactment of Law No. 230 in 1989. 

The reform process began to accelerate in the early 1990s under the supernsmn of the 
International Monetary Fund (IMF), with which the go\-emment or Egypt concluded an Economic 
Reform and Structural Adjustment Program (ERSAP) agreement in May 1991, and the World 
Bank, which granted a structural adjustment loan (SAL) worth $300 million in November or that 
year. A second agreement with tbe IMF, arranged under its Extended Fund Facility (EFF) was 
approved in September 1993. Under the conditions attached to the disbursement of these funds, 
interest rates were gradually freed to encourage the repatriation of funds and credit ceilings were 
imposed on bank lending to help case inflationary pressures. By mid-1992. lhe country's multi­
ticred exchange rate system had also been completely reformed, resulting in an effective 
devaluation or the Egyptian pound .and making it int~mationally convertible. Additional measures 
introduced to date have included further reductions or subsidies, a reduction and revision of import 
controls, the enactment of new banking and capital market laws, the commencement of a major 
privati7.ation programme and the introduction of a sales tax. 

These measures have contributed to a significant imprO\ement in the performance or the Egyptian 
economy. The trade and payments balances have recorded a part:cularly dramatic improvement, 
with the value of petroleWI' .!xports soaring to almost $2 billion in the 1991 fiscal year (ending 30 
June) from $13 billion in fiscal 1990, and the current account deficit of $1.6 billion in fiscal 1990 
giving way to a surplus of $2.2 billion in fiscal 1991, which rose further to $3.6 billiCJn in fiscal 1992 
before falling back to an estimated SI billion in 1993. Thi!'. improvement in the balance of 
payments wa'i accompanied by a significant decline in Egypt's external indebtedness, which fell 
from a peak of $51.9 billion at the end of fiscal 1988 to S40.6 billion at the end of fL~cal 1991. 

In addition, the reforms have stimulated a significant gr(lwth in indu.'itrial output. The rate of 
growth of manufacturing value added (MVA) increased to 9.5 per cent in 1991 from 8.4 per cent 
in 1987, while that of MVA per capita rose from 6.1 to 6.9 per cent over the same period. This 
growth in MVA has also been accompanied by important changes in its compo!'lition as a result 
of the extensive restructuring of the manufacturing sector during the late 1980s and early 1990s. 
The share of the food processing industries (excluding beverages) increased from only 7.7 per cent 
of total value added in 1987 to 21.3 per cent by 1992, while the share of iron, steel and non-ferrous 
metals rose from 10.1 per cent to 14.6 per cent during the same period. By contrast, the share 
of the traditionally strong textile indu.'itry, which is based on Egypt's p<l'ition as a leading 
international cotton producer, foll from 16 per cent to 14.6 per cent, while the i;hare 1f the 
chemical indt1stry declined by apprmtimately 1 per cent to H.9 per cent. 

The changing structure of the Egyptian economy and the evolving policy environmen( is di!'ICU!'lsed 
in greater detail in Chapter I. This is followed by a comprehensive analysis of the manufacturing 

C> Un11ed Nations lndus1n1I Development Orpni1.a11on 



Summary xiii 

sector in Chapter II, which highlighlS the expamion and diversification of Egypt's manufacturing 
industry in response to the policy reforms introduced since the mid-1910s.. In particular, this 
chapter assesses the sector's growth and structural change, the patterns of industrial employment, 
productivity, ownership, investment and location. the environmental impad of industrial 
development, the growth of international trade in industrial products, and trends in industry­
rclated technical cooperation. 

With regard to the manufacturing sector's growth and structural change, Chapter II shows that the 
adoption of the •infdah. policy resulted in the rate of industrial expansion accelerating to an 
impressive annual average of 16.4 per cent during the 1976-81 fwc-ycar plan, which reflected a 
sharp rise in in,,l!Stment in response to the opportunities provided by the new policy. Much of this 
investment was concentrated in the hydrocarbon industries, however, as a result of which the 
mining and quarrying industries accounted for most of the growth of the industrial sector during 
this period, with MV A growing al about 7 per cent per year. Although the rate of industrial 
growth slowed to approximately the pace of overall GDP growth between 1982 and 1989, the new 
economic reforms of the late 1980s .111d early 1990s stimulated a renewed acceleration of industrial 
growth. A particularly strong surge was recorded in 1990, when the industrial sedor as a whole 
expanded by 25.l per cent in real terms, with MVA expanding by 393 per cent and the mining and 
quarrying industry by 7.9 per cent. Largely as a result of this strong growth performance in 1990, 
the share of the industrial sector in GDP had risen to about 40 per cent by 1992, with MVA 
accounting for more than 57 per cent of total industrial output. 

The growth of the manufacturing sector is reflected in the extensive range of its output. This 
includes a variety of processed foods and beverages, cigarettes, textil~. building materials, 
chemicals and petrochemicals, engineering products and electrical goods. The food processing and 
textile industries together continue to account for the built of Egypt's MV A, however, even though 
there has been a gradual increase in the share of MV A accounted for by the furniture industry 
and most branches of the metallurgical and engineering industries. The tobacco, leather, paper, 
rubber and electrical equipment industries, by contrast, have suffered a relative decline. 

According to data published by the Minio;try of Planning. total emrloyment in Egypt reached an 
estimated 13.9 million in the 1992 fiscal year. The most important sources of employment are the 
agricultural and service sedors, with manufacturing and mining accounting for only about 14 per 
cent of the total. More dio;aggregated data on the distribution of the labour force by sub-sector 
show that such traditional activities as textile manufacturing a;1d food processing absorb almost 
50 per cent of the manufacturing labour force. 

The share of value added in the gros.c; output of the manufacturing sector has risen substantially 
during lhe past 15 years, from '21>.6 per cent in 1975 to 37.2 per cent by 1990, implying a 
corresponding decline in rhe proportion of input costs in total output value. These average figures 
for the manufacturing sector as a whole conceal some significant variations between industries, 
however, with particularly strong growth having been recorded by lhe metallurgical and non· 
electrical engineering industries, indicaling the increa!'.ingly !iophisticaled nature of lhe goods 
produced by these indu!itries. The food and lobacco proceliliing industries have recorded a similar 
improvemenl in performance, as have the leather, woodworking. indu.o;lrial chemicals and 
petroleum refining industries. By contrast, the share of MV A in the gross outpul of the beverages, 
textiles and garments, paper, rubber, pla.o;tic products. electrical machinery and professional 
equipment industries has declined, largely as a result of the increasing u.c;e of better and more 
costly inputs, hoth domestically produced and imported. 

Attempts lo measure the growth of labour productivity in Egypt's manufacturing seclor are 
constrained by the prevailing data limitatiom;. In the face of rhesc constraints. the best available 
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estimates compiled hy UNIDO s~esl lhal labour producti\"ity. measured as MVA per employee. 
recorded a real annual a\"Cragc growth rate of about 3-4 per cent between 1980 and 19'l0. As with 
the share of value added in gross output, however. this a\"crage f.gurc for the manufacturing sector 
as a whole also conceals considerable differences between indnoidual hranches. Labour 
productivities in such essentially labour-inten.m-e induslrics as textiles. garments. !cathc:r products. 
glass products and motor \"Chide assembly remained well hdow the a\·eragc for the sector as a 
whole throughout the period under review. while labour producti\ities well a'""wc the sector 
a,,-crage were recorded in the highly mechani7~d or capital-intensi\"C industries. such as tobacco 
processing. the production of non-industrial chemicals, petroleum refining. the manufacture of 
petroleum-based products and non-metallic mineral products (principally ccme~t). lhe processing 
of non-ferrous metals and the manufacture . ! '.ll>n-clcctrical machinery. 

The pauem of public versus prno-ate ov.11er~ p in ~l>l has changed radically as a rcsull of lhe 
go\'emment's reform programme. By 1993 some 27 public-sector holding companies had been 
reduced to just 16 in preparation for a major programme of privati7.ation and rcslructuring of 
state-owned companies. Se\-eral important establishments in the scnice sector had alread~ been 
sold 10 the private sector by the end of l<J91, and by early 1994 two major houling companies. 
producing Pepsi Cola and Coca Cola. h~1 .USO been prno-atizcd. Further stages of rhe privali7.ation 
programme for industry are expected lo follow in the coming years. as a rcsull of which lhc 
ownership structure is expccled lo change substanlially. 

The pas.'\agC of Law 230 of 1989. which permils lhe complete ownership of manufacturing 
companies hy non-Egyptian investors, has stimulated a strong growth of private and foreign 
investment in manufacturing. By the end of June 1993 almost LE 153 billion had been invested 
in industry and mining, excluding investments made in the country's free 1ones. Of this sum. LE 
10.7 billion has been invested in 482 manufacturing projects which ha\"e already become 
operalional, and LE 4.6 billion in 293 others being set up or planned. Equity invcstmcn~' in 
induslry by the private sector had re;:ched LE 7.5 billion by the end of fiscal 1993. including LE 
5.4 billion for lhose currently in operation. 

Although manufacturing activities take place in mosl of lhe main cities and towns of Egypt, there 
arc several important sites devoted specifically to hea\'Y industry. such as rhc iron and steel 
production centres of Helwan outside Cairo and Dikheila outside Alexandria, lhe aluminum work!> 
at Nag Hammadi, the chemical complex at Aswan and the pclrochemical plantr. at Ahu Oir 
northcasl of Alexandria and at Suez. Since the late 1970s lhc government has also eslablished 
se\"eral new cities on non-agricultural land which, in addition to sol,,ing the prohlcms of urhan 
congestion in Cairo, Alexandria and other parts of lower Egypt. arc aimed at attracting new in­
dustries. These include Tenth of Ramadan City, located 50 kilometres from Cairo on the road to 
lsmailiya; 6th of October City, 32 kilometres south of the capital; Sada! City. 93 kilometre:o. from 
Cairo and located midway to Alexandria; and Burg al-Arah to the west of Alexandria. In addition. 
lhc izovernment has al,:o;o establi,:o;hcd !iCVeral free 10ncs in Cairo, Alexandria. Damicna. P(lrt Said. 
Suez and l:o.mailiya, which provide special inccnti\·es 10 inveslors. 

The rapid expansion of induslrial production in recent year., ha., cxaccrhalcd 1hc already sc:rinur. 
environmental problems in Egypt caused by the country's hiizh population density and 1hc 
acceleration of urbani1.ation, especially in Cairn, Alexandria and 1hc Nile delta. Ahhough a \·ariety 
of measures to regulate and conlrol the cmir..'iion of pollutantr. have already been introduced, 
enforcement has often been weak and rcsulled in a steady incrrasc in water, air and soil pollulion. 
This promplcd 1hc enactment of a comprehensi\'e environmental protection hill hy the People\ 
Assemhly in February. 1994, which gives special powers to Egypt\ Environmental Affair" A1Zen'1 
(f.AA) to enforce clean-air regulations and to monilor pollution. Mea~urc~ to set up a ~pccial 
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environmental police unit arc also being considered. Under the new law. all pror'-lSCd industrial 
and tourism projects must lie subjected to environmental impact studies prior to apprO\"al. 

Although Egypt has increased its industrial production considerably since the 19~\)s, the country 
remains a major importer of capital and manufactured goods. particularly from Eur0pc. Chemical 
products represent the most important category of manufactured exports, with other manufactured 
eltp'lrtS including wood and wood products. metallurgial products. transport e.:iuipmect and 
electrical and non-electrical machinery. In addition, paper products (including pulp and printed 
ma1erials) and glass have also begun to emerge as important industrial exports, v.fule handicrafts 
of various kinds also continue to play a modest role in Egypt's export trade. 

Overseas aid funds ha'l•e made a major contribution t0\1liards the promoti0::1 of national 
de'lielopment since the 1970s. In 1990, official ~lopmcnt assistance (ODA) amounted to $5.5 
billion. or abou1 17.2 per ecol of Egypl's GNP. Much of the UN assistance is p~O\ided by lhc 
Uniled Nalions Dc\-elopmenl Programme (UNDP), which reports 10 the Ministry of Foreign 
Affairs. UNDP's Fourth Counlry Programme, v.iiich operated from 1987 to 1991. was designed 
to help fulfdl the nalional priorities and stralegies ou1lined in Egypt's Second five-Year 
Devdopmenl Plan. The United Nations Industrial Development Organization (l"'.'lJDO) played 
a major role in hdping to implement projects in industry, which accounted for 21..i per cenl of the 
lotal fundc; t'ludge1ed under 1he Programme. 

The fifth Counlry Programme is scheduled lo run concurrcn1ly wi1h Egypl's Third five-Year 
Devclopmenl Plan from 1992/93 to 1W6/97, and is expected 10 involve lotal resources of aboul 
$52 million. UNIDO \II.ill be involved in many of 1he proposed areas of co-operation belWecn 
UNDP and 1he gm1ernmcn1, including the Economic Reform and Structural Adjus1men1 
Programme (ERSAP), lhe public sector reslructuring and priva1i7.a1ion programm~. managemenl 
developmenl. managemenl informalion syslems development and the dc\·elopmenl or a 
lrammalional economic focus lo promore the dcvelopmenl of intemalional compe1i1iveness in 
induslry and ils adotl(ion or a marlce1-oricntcd apprcach. 

The analysis of the manufacturing sector al lhe aggrcgalc level in Chapter II is followed by more 
i-.pecifi.: analyi-.cs of iti-. variotLc; hranchei-. and inJu.c;triei-. in Chapler III. For case of reference, each 
of lhese anal~cs folloW!> a srandardi7cd pallern, asser..r,ing firsl lhc resource ha.'iC. then 1hc recenl 
developmcnl lrend.-., and finally lhe cons1rain1s and prospects of each branch. All of 1he major 
manufacturing branches, and many indi.,,idual indu..-.1ries. arc covered in derail in 1hir, chapler, 
which forms the core of lhe prc\Cnl Rc ... iew. 

F oocl procn~ing 

Egypt is a major producer of !\larchy slaplc food crops in lhc Middle Ea.c;r even 1h0ugh only ahoul 
4 per ccnl of lhc available land area in 1hc counlry ii-. i-.uitahlc for cullivalion The counlry's 
lraditional slarchy slaplc f<Kid 'rops consis1 of rice, mai7.c, wheal, harley, millcc and potatoes. 
Egypt's fertile i-.oil. favourable climalc and improved prospccls for cirrus fruit produc1ion in 
parricular could provide 1hc hase for a considerahlc expansion of ouipul of juices and of olher fruit 
and \·egctahlc drink.\. The pr<iduclion of oil M:ed. parlicularly collon seed or so~a hcan, is also 
significant To keep pace with 1he sleadily rising demand for meal and dair~ products the 
government ii; endeavouring lo develop an efficient and sus1ainablc dairy indus1ry. Egypt hai; a 
sumtantial nalural rci;ourcc endtlWJl'lenl for developing bolh fresh water and SC.I waler fii;hcry 
indu:i;try. Plans arc hcing mooted hy lhe governmcnl to increase the annual fish calch from an 
average of aboul J00,001 lonncs lo 700,00) tonne:. hy 1hc year 2fXJO. 
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The removal of price controls and the elimination or barriers to imports ~ already haring a 
dramatic effect OD food processing actMtics. A wider range or products is now a\-ailablc in 
supermarkets, hor.cls. restaurants and tourist resorts. The achcnt of huge international concerns 
such as Pepsi Co and Coca-Coia producing in the pm-ate St:Ctor, Y.illlc posing a short-i.Cflll thrcat 
to local producers. could aJso help to spread acccs.s to better technology, marketing and p-odud 
dcvdopmcnt. thereby enhancing the industry's koowlcdgc of, and ability to meet, wider export 
opportunities. :-..s well as imprm1ng its ability to satisfy local needs. 

With an imprcssr.1'C turnaround in Egyptian agriculture. the climate for both foreign and pm'ilte 
local investment in the food indust:y is better than it has been for the piaSl four decades, despite 
the growing reliance on imports. Changes in pcrnmcnt policy to encourage such inveslmcnt arc 
at the forefront, including measures to change the country's land laws and to priYatizc existing 
state-owned industries, but so too is the prospect or a rise in demand both within Egypt and in the 
neighbouring countries. Exports could be promoted through the introduction of bcncr packaging 
and marketing techniques, investment in modern, up-t<Hlatc p:-ocessing facilities for produds such 
as concentrates, juices, jams, canned items, frozen, dried and pre-cooked fruits and vegetables, 
condiments, sauces, pud~ and infant foods. Food processing and packaging lines could also 
find potentially huge markets in the neighbouring states and in subscctors such as hotels and 
catering where Egypt has a particularly important market given its large tourism sector. 

Tntiln and prmeats 

The production of telllilcs in Egypt is based largely on the country's main agricultural crop, COiton, 
which is the principal raw material for the production of premium clttra-long and long-staple 
varieties as well as its medium- and short-staple fibres. Mca'iurcs have been taken recently to 
increase the output of synthetic fibres using the country's resource endowment for the manufacture 
of petrochemicals. One of the major constraints of the Egyptian textile industry i'i its overcapacity 
in spinning resulting from a government policy in the past to facilitate the progressive expansion 
of the public sector through easy access fo institutional credit, preferential exchange rates, and high 
procection from foreign competition. An ambitious capilal-intensivc investment policy resulted in 
overcapacity with no corresponding rationali7.ation of the production process or moderni7.ation of 
the ohsolete capital stock in textile mills. 

Currently the textile industry i'i undergoing radical change with the introduction of the 
go'iernmcnt's overall economic reform programm-:, including its planned privati7.ation of some of 
the state-owned companies in the textile sector. Other measures arc being introduced to reduce 
overmanning in public sector companies, including reforms to allow private sector participalion. 
The reforms under way are also expected to expand the range of options for foreign investors to 
manufacture textiles in Egypt. Apart from subcontracting. licensing and join1 ventures, drawback 
schemes arc also being cncCluraged. 

There has been a steady increa5e in the production of ready-made garments in recent years. Since 
m~t ready-made garments remain on the import ban lisl, garmenl franchising. a new and growing 
5egment of the country's clothing indu.~lry, i.; emerging as a dynamic component of garment 
manufacturing in Egypt. While the overall market for garments is large. only tourisls, foreigners 
and a section of Egyptian population with adequate purchasing power al pre5enl buy ganncnls 
produced tty existing garment franchises, which turn out high qualily products al low cost under 
rcpurahlc hrand names. 

l..ahour costs, in particular, remain hit.-;,ly attractive. While lhc reforms in hoth 1he agricuhural and 
industrial sectors currently under way will help provide new oppor1uni1ics for invcslmenl, the 
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CDStmg clothing manufacturing industries in Egypt arc sci ta undergo:, radical change. 
Liberalization of trade policies, in particular. will b.aVC a signiflQDl impact CD their current 
competiti..-cness.. While much of Egypt's output or clothing will still be dominated by public sector 
cunccrns. libcralintioo will help create new markets for brand names and designs. Competitive 
pressures arc created for efficiency gains with a view to enabling producers to compete against 
higher quality imports. 

The furniture and M'OClworting industries have always bcca highly dependent on imported woods 
for raw material. Indigenous supplies or timber, which include tamarisk. acacia and carob, arc 
insufficient in wolu~c to meet domcslic requirements. Wood from the ubiquitous date palm has 
tended to be rejected because of its tendency to split. Egypt spends over LE I billion annually 
on imports of wood and related products. 

Eg}"J>l's long cuhural history and worldwide reputatioo for antiquities could provide a competitive 
edge for the sale of models and replicas. as well as for the production or intricate wood screens. 
balustrades. tables and artifacts. Private sector investment could provide further opportunities to 
create employment, especially if lhe costs of raw materials were stabilized or if indigenous 
resources, such as date palm wood. tamarisk and other wood products such as fronds and seeds. 
were used. A reduction of tariffs oo imported wood and other raw materials such as synthetic 
foams, nails, glues. upholstery fabrics, fasteners, glass. trims and packaging materials would also 
provide a ~ignific.ant stimulus to local private sector producers able to withstand the competition 
or ready-made furniture, doors, windows. flooring and other wooden products imported from 
abroad. 

The furniture sector will also need lo expand the use of modern malerials, as well as to initiate 
modern melhods of production that emphasize just-in-time delivery (to avoid costly inventories), 
flat-packed items and stacking furniture. The use of blockboard, plywood. chipboard and other 
cheaper wood-based products thal are particularly suited to mass production is one way to expand 
output while minimizing raw material costs. This would help to provide for substantial unmel 
demand in Egypt by also keeping the fmal costs lo the consumer low. However, research in lhe 
US and Europe has shown that consumer resistance to the use of these materials may be high 
unless they are accompanied by auractive designs, immediate availabilily and sufficienl promotion 
and markeling. This in tum entails cenlralizcd distribulion facilities and large showroom space 
lhal is beyond most of the small- lo medium-sized producers in Egypt. The use of malerials such 
as plcxiglas, fiberglass and other synlhetic plastics, polymers and resin.o; may be anolher slep 
forward, parlicularly if furniture made from these is marketed lo specific clienteles. Their use 
would reduce the need lo import cosily w,Jod in favour of materials thal could be manufactured 
from Egypt's own resources of hydrocarbons. 

Chemicals 

Domeslically, lhe currcnl wide ranging economic, financial and social reforms will have mixed 
bles..o;ing.c; for the pclroleum products and pclrochemicals sector. Recent measures 10 eliminate 
exchange conlrols and lo ensure internalional c~nvertibility of the Egyptian pound have 
encouraged foreign inveSlment in lhe exploralion and production of natural gas, but could have 
an adverse impact on i;tale-run refineries, processing plants, petrochemical facilities and a'!rtili7er 
companies as the cosl of inputs rises in line with world prices. While these may fall in the next 
few years in line wi1h an expectalion of lower crude oil prices worldwide as additional supplies 
from Iraq and other newly developing areas come on slrcam, lhe net effect ii; expected to lead to 
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a 1..-onsiderablc reorganization of hydrocarbon-based manufacturing industries over the medium 
term. 

While the country is self-sufficient in phosphate fertilizers. significant changes can be expected by 
the year 2fXX>. Taking into consideration chanscs in crop areas ai.d in food consumption patterns, 
local demand for aziotic fertilizers is projected to reach 6.5 million tonnes of year. This is forecast 
to be slightly less than total productive capacity al lhal time of 7 million tonnes, assuming 
adequate hydrocarbon fccdstods. Local produdioo of phosphate fertilizers is expected to amounl 
lo 13 millioa loancs in the year 2000; ~r. unlike lhe situation with aziotic fertilizers, demand 
will outstrip local supply; demand is projected to reach 1.6 million tonnes a year by the end of the 
miDennium. 

The increasing global competition in petrochemicals and the consequent need lo reduce costs 
could rebound favourably on Egypt, especially if Western and Saudi partners active in lhe 
kingdom's petrochemical sector arc encouraged lo look westward toward a country that enjoys the 
distinct advantage of a readily available supply of highly skiIJed professional and technical labour 
at extremely competitive wages. as well as good geographic access to affordable feedstocks. 

Egypt has significant potential to become a major pharmaceutical producer if these problems can 
be resolved. The industry is already the largest in the Middle East, although other countries in 
the region ~uch as Turkey, Iran and Saudi Arabia are also beginning to make important inroads 
in terms of local production. The Middle East market for pharmaceuticals is expected to be worth 
nearly SS.6 billion by 1997. 

Mdallurgy 

Despite its substantial iron and steel manufacturing base, Egypt remains a significant importer of 
uon and steel products. Imports of these products have consistently exceeded 1 million tonnes 
between 1989 and 1992, surpassing the installed capacity of the country's largest integrated iron 
and steel producer, Egypt Iron and Steel Corporation (EISC). Al the same time, however, Egypt 
i.'i also a modest exporter of iron and steel products, having supplied some 275,000 tonnes per year 
in 1989-1992. The bulk of these exports are shipped to neighbouring Arab slates, allhougb 
markets have also been developed in Nor1h America, Europe and Asia. 

Recently the lack of international competitiveness has begun to threaten the induslry's position in 
the domestic market as the lowering of ;>ro.ectionist barriers bas allowed local customers to meet 
their needs from imports. Significant volumes of low-priced sleet have begun to enlcr Egypt from 
Eas1 European countries, the Commonwealth of Independent Slates, and some neightxwring Arab 
countries. With much of the Egyptian iron and steel industry having been based on the 
reprocessing of ferrous scrap, tightening supplies of this rewurce arc also imposing an increasingly 
severe consrrain1. The shor1age of scrap has become parlicularly acute 111 Alexandria. 

The~ constraints notwiths1anding, rhe Egyplian iron and steel industry is conlinuing 10 develop. 
Apart from the proposed establishment of a facility for the prr>lit.ction of special steels, several 
other projects to upgrade the industry have bc~n approved in rccenl years. These include lhe 
imi;talla1ion of a vacuum arc relining unit at the National Metal lndu.'itries (NAMETIN) and a new 
3-strand continuous billet caster at Delta Steel, as well as the modernization of the ho1 slrip mill 
at EISC. In addition, it has been reported that the A~wan iron o~e deposits arc currcnlly being 
re-evaluated and the possibility of estahli.~hing a small-scale steel mill in lhe Aswan area is under 
consideration. 
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Despite its substantial domestic production capacity for non-ferrous metal products, Egypt 
continues 10 import significant volumes of such products. Although some domestically 
manufactured non-ferrous metal products are also exported, these exports are relatively modest. 
The only non-ferrous metal of which Egypt is a significant net exporter is aluminum, which it 
supplies both to neighbouring Arab countries and to other markets further a!ield. Egypt·s already 
significant non-ferrous metal processing industry is on the verge of a substantial further expansion. 

Building materials 

Egypt is known for its quarrying of construction materials and its constructi'>n activities. A 
relativo. ly large number of minerals used for the production of building materials are available but 
mostly on a limited scale, with the notable exceptions of gypsum, clays and to somt> extent 
ornamental stones induding marbles and granites. 

The growing d-.mand for building materials stems from a number of infrastructural projects 
including public utilities, such as expansion of potable water systems and sanitary drainage 
facilities., tourism facilities, po~t expansion, reconstruction in the Suez Canal area, and 
infrastructural projects in agricultural and industrial sectors. Egypt bas an ambitious programme 
for the development of Sinai, the North Western Coast, the New Valley, Lake Nasser, and the Red 
Sea and Suez Canal region. The government also plans to complete infrastructural projects in 14 
new cities in the near future. 

Private sector investment in the production of building materials has been significant in recent 
years. The shares of three state-owned cement companies, Helwan Portland Cement Company, 
Tora Portland Cement Company and the Holding Company for Minin~ Refractories and Building 
Materials, were planned to be offered for public subscription by end-March 1994, with a view to 
increasing environment-friendly production capacity. The modernization of two State-owned 
companies is being funded by intemational donors, including the World Bank. A number of 
enterprises currently being planned for privatization are expected to undergo significant 
improvements in terms of modernization and financial restructuring. 

Transport equipment 

Despite the emcrgr,ncc of a number of enterprises in automotive component manufacturing, nearly 
75 per cent of the country's automotive requirements arc met by imports. While the government's 
insistence on mandating a percentage of local content will help develop an in•egrated 
manufacturing suh-sector, some teething prnhlems can he expected. Egyptian lahour is s:.!lled, 
hut extensive overmanning is a constraint. Despile the wide-ranging programme of privatization, 
lhe state sector remains powerful. Thi.-, may result in pressure on private scclor firms to mainlain 
higher levels of employment lhan mighl otherwise be needed, and will also aff ecl government 
policy on the proposed new tariff levels for imported cars, imported kits and spare parts and 
accessoriei.. While much red tape has been eliminated, regulations affecting the licensing of new 
product lines, imports, acce~\ to foreign exchange znd the employment of foreign personnel remain 
in force. 

The new feeder industries, in particular, will need lo mainlain higher standards if locallv produced 
cars arc to wmpctc successfully with imported vehicles. Upholstery. tyres, hallcrics, paints, metal 
all1>ys and clcclrical goods (air conditioners, ligh:s, fuses, cahling), for example, will need to he 
suhjcct to the kind of quality controls that arc imposed in Europe, Japan or the U .. ited Sta!cs and 
take into consideration the particular conditions in Egypt · rhc hotter weather and the poor stale 
of the roads in particular. Most of the new joint ventures involving forcit•n car makers arc 
investinp. heavily in providing training. tcchiical advice and finance for this suh·scctor. 
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The scene is gradually being set for a complete changt in this sector during the coming few years. 
Aside from the commitment already shown by General Motors, Citroen. Peugeot, Suzuki, Hyundai 
and others, their development of domestic feeder industries - needed to meet agreements on local 
content - is paving the way for a coDS1derable expansion of related manufacturing activities such 
as forging and casrin~ metal pressing and body working. machining, textiles and upholstery, 
rubber and plastics, paints, sprays and oils, glass and electronics. Given the significant unmet 
car.sumer, commercial and government demand for vehicles of all kinds, such developments, 
provided that quality is maintained and prices are affordable, can only further enhance: the 
investment climate in general. 

Elec:tric:al applianc:a and ekdronics 

The production of electrical appliances in Egypt is highly dependent on imported equipment. This 
includes condensers, resistors, discrete semi-conductors, integrated circuits and electro-mechanical 
units, as well as compressors, copper pipes and timers. In the case of local assembly, importeo 
kits are the dominant source of components. However, some low-tech inputs, such as wood cabi­
nets, are produced domestically. Although valves and transistors, and metal and plastic parts were 
also produced for appliances in the past, the use of kits has reduced the importance of these 
components in favour of imports. 

Dependence on imported components and kits, together with the required licensing arrangements 
for brand name items, has tended to create a proliferation of products in the market but has 
prevented the development of a healthy, integrated productive sector. LocaJ producers of brand­
named goods are titd to specific foreign brands and designs. Higher pricing policies by joint ven­
tures and privately owned companies, together with restrictions on consumer credit, have 
suppressed the growth of indigenous demand. 

The elimination of bans on imported goods will create greater competition in the market, 
especially for the public-sector companies. As elsewhere, Egyptians are familiar witn international 
advertising of brand names, and the quality of looilly produced, locally designed goods seems to 
be regarded as inferior to those which are imported or which are made locally under licence with 
recogni7..ed names such as Philips, Kelvinator or Carrier. While the high cost of imported goods, 
given the scarce access to foreign exchange, was a significant factor in preserving the market share 
for public sector industries, the completion of reforms to make the Egyptian pound convertible 
internationally is expected to lead to a reduction in the cost of imported kits, and S< of locally 
produced branded items made under licence, over the medium term. 

The government's plMs to build the Pyramids Technology Valley (PTV) in particular are crucial 
to the future development of the electronics sector. The PTV will be accompanied by measures 
to promote scientific education and research institutes in field.o; related lo high-technology 
industries, such as software, microbiology, biotechnology, materials and pharmaceuticals as well 
as engineering and microelectronics. In particular, it would enhance E.gyp1's prospcctli ai; an 
international producer of advanced electronic consumer goods such as CD-ROM disc drives as 
well as industrial process controls. Given that the assembly and testing of CD-ROM drivei;, an 
increasingly important component of compuleri7.cd multi-111edia systems, is highly labour-inlensive 
and requires skilled workers, Egypt would appear to have a specific competitive advantage in this 
field. 
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I. THE MACROECONOMIC AND INDUSTRIAL 
POLICY ENVIRONMENT 

A. RECENT ECONOMIC TRENDS 

Dnelopaaents to 1990: A socialist ~oaay seckiac t~ bmdlts ol pace 

Although Egypt was one of the first Middle Eastern countries to embark on a programme of 
industrialization after gaining independence from the United Kingdom in 1922, CCODOIDic 
dewelopment in the post-Second World War era has been adwerscly affectc d by war, rapid 
population growth and rising ex1crnal debt. During much of this period, notably after the 1952 
Revolution wbkh replaced the monarchy with a socialist-oriented command ccouomy, Egypt's 
economic development was cbaracteri7.cd by the nationalizatio~ of land, factories and property and 
by the formation of large state enterprises that dominated most of the producti'VC sectors, as well 
as trade, commerce, transport, communications and bankin.;. This trend was not rewersed until 
the mid-1970s, when a policy of economic liberalizatioll blown as the "infitah", or "opening" began 
to be introduced. Law No. 43 of 1974 encouraged foreign in.-~!!?::::::: ~.tain eq>ort-oriented 
sectors and marked the farst step in the dismantling of the centrally planned economy and the 
monolithic role of the state in industry. Subsequent mOYCS eliminated government monopolies, 
reduced subsidies for manufacturing industry and abolished many existing controls cn prices.11 

The basic rate of corporate tax was lowered from 40 per cc:nt to 32 per cent in 1982, and reforms 
aimed at stabilizing the Egyptian pound and at unifying the country's exchange rates were also 
introduced in the mid- and late 1980s. In 1989, the enactment of Law No. 230 expanded the 
investment omonunities provided by the 1974 statute and gave furt!'lcr impetus to the growth of 
local mixed- and private- sector enterprises. By then, multinational companies such as Coca-COia, 
Cadbury, Schweppes and General Motors, encouraged by lhe liberalization policies as well as by 
the peace agreement with lsrae~ bad begun to set up new manufacturing and assembly plants in 
the country. 

The period from 1974 to 1990 was also marked by opposition to the reforms, however, most 
notably in 1m when severe rioting broke out in Cairo in response lo lhe removal of subsidies on 
certain foods and other commodities, and in 1984 when violence broke out in the Delta town of 
Karr al-Dawar after price rises for basic staples were announced. The reforms ncvertheleu 
produced some economic growth, with gross domestic product (GDP) al conslanl 1987 market 
prices rising at an annual average rate of about 3.1 per ecol in lhe late 1980s, from LE 45.2 billion 
in the 1987 fiscal year (ending 30 June) to LE 49.7 billion in fiscal 1990.2/ This exceeded the 
rate of population growrb of 2.4 per cent by a small bul significant margin, ensuring a modest 
increase in average per capita income levels. Manufacturing value added (MVA), meanwhile, is 
estimated to have increased by 13.9 per cent per year in real terms during this period, with its 
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share in GDP at constant factor cost rising from 163 per cent in fiscal 1987 to 21.9 per cent in 
fiscal 1990. 

This broadly favourable economic performance was perhaps inevitably accompanied by a 
significant detefrlration in the current account of the balance of payments. Despite an increase 
in the value of merchandise exports from S2.6 billion in the 1987 fiscal year to $33 billion in fascz! 
1990, the trade deficit grew from $5.4 billion to $81 billion as the growth of disposable incomes 
triggered a steady rise in imports of consumer goods and the expansion of industrial production 
prompted a similar increase in imports of capital and intermediate goods. Although this increase 
in the trade deficit was partially offset by a steady increase in net inflows on the invisibles account 
as well as workers' remittances and official transfers, it nevertheless prompted an increase in the 
current account deficit from $184 million in fiscal 1987 to almost $1.6 billion in fiscal 1990. The 
situation was aggravated, moreover, by large net outflows of most recorded categories of long-term 
and other capital, although this was offset by steadily growing positive entries in the ·errors ancf 
omissions· line (incorporating private investment flows), which allowed the overall balance t" be 
reduced to $213 million in fiscal 1990 from an annual average of about $850 million in the 
preceding three fiscal years. 

Developments since 1990: IMF supenision and structural adJustment 

The pace of the reform .,rocess began to accelerate in the early 1990s under the supervision of the 
International Monetary Fund (IMF) and the World Bank, which, along with Egypt's other donors 
and creditors, were becoming increasingly concerned about the country's widening macroeconomic 
imbalances. These included rising budget defidts, which were estimated to have reached 23 per 
cent of GDP in the 1988 fiscal year and helped to fuel an annual average inflation rate of 185 per 
cent in 1987-1990. They also included the dramatic rise in the merchandise trade deficit noted 
above, and the grow<h of Egypt's external debt burden, which peaked at ~lmost $52.5 billion at the 
end of 1988, and included $30.7 billion in government debt as well as a further $105 billion in debt 
owed by non-fmancial public-sector enterprises. This represented almost 170 per cent of total 
GDP, while the payments to service this debt accounted for about 25 per cent of the country's 
exports of goods and services. 

The Iraqi invasion of Kuwait in August 1990 and the subsequent outbreak of war in rhe Persian 
Gulf in January 1991 bad wide-ranging implications for Egypt. In the short term, it prompted the 
voluntary and involuntary repatriation of hundreds of thousands of Egyptians working in Jraq, 
Kuwait and the Gulf states. This exacerbated the overcrowding and unemployment in Cairo, 
Alexandria and other towns and villages, and resulted in a further slowdown in the rate of GDP 
growth to 2.3 per cent and an acceleration of inflation to 23.7 per cent in fiscal 1991. During this 
period there was a substantial increase in the financial assistance provided by the country's 
international donors and creditors, including the United States, Saudi Arabia and the Gulf states, 
the Paris Club donors, the IMF and the World Bank. 

This assistance was unlocked by the conclusion of an Economic Reform and Structural Adjustment 
Programme (ERSAP) agreement with the IMF in May 1991, which was followed by the granting 
of a structural adjustment loan (SAL) worth $300 million by the World Bank in November of that 
year. A second agreement with the IMF, arranged under its Extended Fund Facility (EFF), was 
approved in September 1993. Apart from their direct impact on the Egyptian economy, these 
agreements with the international lending agencies also benefited Egypt indirectly by paving the 
way for debt relief from the Paris Club. Since January 1991 $15.3 billion has been wriucn off the 
country's external debts. 
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The dishurscmcnt of IMF funds was made conditional upon the drafting or enactment of a 
number of economic reforms aimed primarily at stimulating a transition to a mixed economy in 
which private enterprise would play a greater role. Interest rates were gradually freed to encourage 
the repatriation of funds. while credit cciling..c; were imposed on bank lending to help case infla­
tionary pressures. By mid-1992.. the country"s multi-tiered exchange rate syslcm had been 
completely reformed. resulting in an effective de\·aluation of the Egyptian pound and making it 
internationally convertihle. Additional measures to date have included further reductions of 
subsidies to help improve the hudget deficit, a reduction and revision of import controls, customs 
duties and quotas, the introduction of new banking and capital market laws, the commencement 
of a major privati7.ation programme and the introduction of a sales lax. 

These measures ha\·c contributed to a significant improvement in the performance of the Egyptian 
economy. The trade and payments balances have recorded a particularly dramatic improvement. 
although some retrenchment is believed to have occurred in l'N3. The value of petroleum exports 
soared during the conflict in the Gulf, producing revenues of alm~t S:: billion in fiscal 1991 
compared with $13 billion in fiscal 1991.1. As imports remained static in fiscal 1991, this helped 
to reduce the merchandise trade deficit tu $7.5 hilliun. compared with $8.:! billion in fo;cal 1Q90. 
A continued strong inflow of workers· remiuances as well as a fourfold rise in net official transfers 
also helped Egypt to o\·crcome a decliJ,e in tourism receipts and produced a turnaround in the 
current account balance from a deficit of $1.fl hillion in fiscal 1990 to a surplus of S:!.~ billion in 
fiscal 1991. 

Although world oil prices fell hack subsequently. exports of crude oil still amounted 10 an 
eslimated Sl.7 hillion in fiscal 199:! and 19Q3. Merchandise imports in both years were lower than 
in fiscal 1991, partly as a result of the exchange rah: reforms, producing a merchandise trade 
deficit of only $6.4 billion in fiscal 199:! and an eslimated S7 billion shorlfall in fiscal 1993. As a 
result, the current account surplus jumped 10 U.6 hillion in 199:!. before falling back to an 
estimated St hillion in 1993. largely as a result of a decline in workers' remittances and the 
somewhat higher trade deficit. 

This impnm:ment in the halance of payments wa!'I acrnmp:mied hy a significant decline in Egypl's 
eXicrnal indehtedncss. World Bank data <,uucst that the country's foreign debt had already falien 
lo $40.ti hillion at the end of fir,cal 1'191, Sl t.11 billion lco;s than in the peak year of 1111-!X. The debt 
service hurden has also dropped markedly. from :!<.J per len! of the value of exports of goods anJ 
service<; in Jl><IO to an esti;nared lt..7 per cenl in Jll'I~. 

While helping lo improve Egypt's financial posilion. and in parricular its external accounts, the 
implementation of the macroenmomic reform~ introduced ~ince 1991 has ncverlhelc<,.r, imprn.ed 
c11nsiderahle strains elsewhere in the econom~. although this is expected to he a temporary 
phenomenon. The ralL of GDP growth, after recovering to 2.8 per cent in fiscal lW:!, slipped 
hack lo an estimaled 15 per cent in focal 11.l'l.l, while inflation accelerated mildly to 1:! per cenl 
in that year from 11.4 per cent in the previous fiscal year after having hecn hrought down frnr.i 
2J.7 per cent in fiscal 1991. The relatively mode~t merall inflation rale masked a much more 
rapid rise in the price level of a numher of hasic con<,umer goods, such as furniture and household 
durahlcs. tram.port and communications, clothing. and food and beverages, however. all of which 
generated considerahlc popular disconlcnt with the government"s economic policies. This was 
accompanied hy a rise of Islamic militancy and allacks on major louriM largets, which in lurn 
caused a sharp fall in revenues from tourism and related private sector services. 

--------------·--- --- ··-- --·------ - ---·-- -----·----------- -- -------·---
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On a more positive note, howcwr, the reforms hPc stimulated a significant growth in industrial 
output. The rate of growth of manufacturing value added (MVA) increased to 9.5 per cent in 
1991 from 8.4 per cent in 1987, while MV A per capita rose from 6.1 to 6.9 per cent over the 
period. This growth in the overall volume of MV A has been accompanied by important chaogcs 
in its composition as a result of the CJlc05M restructuring of the manufacturing sector during the 
late 1980s and early 1990s. The share of the food processing industries (csduding beverages) 
ina~ from only 7.7 per cent of total value added in 1987 to 21.3 per cent by 1992, wbilc the 
share of iron, steel and non-ferrous metals rose from 10.1 per cent to 14.6 per cent during the 
same period. By contrast, the share of the traditiooally strong tcxlilc inciustry, based on Egypt's 
position as a leading international cotton producer, fell from 16 per cent to 14.6 per cent, while 
the share of the chemical industry declined by approximately 1 per cent to 8.9 per cent. 

B. ECONOMIC STRUCTURE 

nae physical nvlroamnt 

The territory of Egypt, part of which is in Asia and part in Africa, cncompaMCs about I million 
square kilometres, stretching - at maximum - about 1,100 kilometres from the Mediterranean Sea 
south to the border of Sudan and 1,250 kilometres cast from Libyan Arab Jamahiriya to the Red 
Sea. The land ma~ consists primarily of desert, with less than 4 per cent permanently settled. 
The fertile Nile Valley, which ranges in width from 3 to 15 kilometres, runs the length of the 
country, ending in the fan-shaped Nile Delta. A region of M>me 22,000 square kilometres, this 
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dcha is f cd by rwo main distn"butarics of the N'dc - the Damictta and Rosetta brancbcs - and. like 
the Nile Valley ilsclf. has been the traditional focal point for the location of cities and towns, 
agricuhurc. industry and handicrafts. In recent decades. however, the cxicnsioo of irrigation. 
modem transport and communications and the rise or tourism has helped to crcalc new urban 
areas in the Western Desert. along the Suez Canal (which was opened in 1869), and in the Sinai 
Peninsula. 

High tcmperatW'CS and low rainfall make w;atcr a scarce commodity. although the annual Nile 
Roods (disrupted since 1970 by the ronstructioa of the Aswan Higb Dam) have provided both 
water and nutrients to allow for- the cuki1.-:itioa of large parts of the Valley perimeter for millennia. 
Today, up to three or four crop rotatioos arc possible each year. While the cultivation of a>aon -
notably the coUDtry's fine long-staple Yclriclics - is the predominant agricultural activity in terms 

of value of output. fruit, vegetables. flowers. ric.c, barley, wheat. animal focldcr, dates and sugar 
(cane and beet) arc also produced. Dairy and meat production is also widespread in the region. 

The ~lopmcnt or crude oil production in exportable quantities began in the mid-1970s, and 
substantial new discoveries have been m3dc since then both onshore - particularly in the Western 
Dcscn and in the Sinai Peninsula - and offshore in the Gulf of Suez. Mineral resources include 
substantial deposits of iron ore. phosphates. maoga.ncse, granite, coal and gold. Hydroelectric 
power is generated at the Aswan High Oam. 

Egypt has. since antiquity, faced the problem of c:nrcme population density relative to the amount 
or arable land available. This problem t!iat has been aggravated substantially in modem times by 
the high binh rate and increased life expectancy or the country's population. rapid urbanization 
and the trlllliformation of its subsistence-based agriculture to one centered on the production of 
crops for cxpon. Between the 1966 and 1976 censuses the population grew by an aruiual average 
or 2 per cent, but this rose to 2.8 per ccnl between 1976 and 1986. However, the growing 
acceptance of modern b!rth control techniques. together with continued emigration, is officially 
projected to lead 10 a slowdown in populalion growth lo aboul 1.8 per cent per annum. 

By rhe end of June 1993, Egypl's lotal population was cslimatcd to have reached aboul 58 million. 
compared lo 48.3 million in mid-1986. By the year 2000 it is projected to reach more rhan 62 
million, with some 1.4 million inhabitants being added each year at current rates of growth. The 
population pressure i'i panicularly severe in the main cities and towns. By 1986 the population 
of grcalcr Cairo alone was estimalcd to have grow.i to 18.6 million compared wilb 14.2 million in 
1976. The result is also reflected in the age distribution of the population, with some 40 per cent 
of the total being aged less than 15 ycar.i in 1986. 

Despite the high rates of population growth, the past few decades have witnes.~d a significanl 
improvement in the standards of public heallh and education. The latest available indicators show 
1ha1 the daily caloric intake rose from an average level of 2,336 calories per capita in 1965 to 3,281 
calories per capita in 1988, while the average life expectancy increased by 11 years lo 59 years for 
men and hy 12 years lo 61 years for women between 1%5 and 1990. Primarv school enrollment 
has also made con.'iiderahle progress, reaching 97 per ccnl or the rclcvan1. age group in 1989 
compared to only 75 per cent in 1965; for secondary schools, rhc figures rose even more 
impressively during lhe i;ame period, from u, per cenl lo 81 per ccnr. 

An impres5ive increase ha!i also hcen recorded al 1he univer!iily level, wilh ~me 20 per cent of 
1ho~c in lhc rr.lcvant age group hcing enrolled in lerliary educalion in 1989, compared 10 only 7 
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per cent in 1967. As a result, Egypt has a high rate of wID'Crsiry graduates by de\'Cloping country 
standards and, given the large degree of unemployment. suffers from a critical brain drain to other 
·wealthier states in the region. Despite this outflow of qualified personnel the le\'CI of graduate 
underemployment has rem3ined high. and prompted the government to take acti\--e measures to 
encourage the establishment of social fund..c; and aid programmes aimed at pro\iding professional 
and skilled jotts for its labour force. as well as at eXlending vocational training opportunities in 
bofh the urt-an and rural areas. 

Agricultan and f15hin& 

Although the share of agriculture and fi.Jiing in tOlai GDP fell from 25.6 per cent in the l'J85 
fiscal ~ar to only 19.7 per cent in fiscal 1990. the sector is still a major source of emplo~ment. 
particularly in the rural areas and smaller towns. and accounts for more than one-third or the 
labour force. Moreover. it still forms the second most important economic sector. behind trade. 
fmance and insurance, wluch had a share in GDP of 23.: per cenf in fiscal 1990. Its contrihution 
to GDP exceeded that of ind~ry an<t mining. which amounted to 17.9 per cent. 

Although agriculture and fishing declined in the late 1970s and early 1980s due to inappropriate 
pricing and production policies. impressi..,'C gains in output ha\-e been recorded since the 
introduction of a number of reforms in 1986, including a reduction of subsidies, the decontrolling 
of prices and changes in marketing procedures. This has pcrmined the achievement of sclf­
sufficiency in several important commodities such as rice, beans. fruits and vegetables, as well as 
increased exports of certain products. Despite thi.c; incrc:ac;c in output lc•els. however. the hi~h 
rates of population growth have necessitated a continuing increac;c in food imports. particularly 
of wheat. Imports of processed foods. beverages and livestock increased hy 6 per cent alone in 
the fiscal year endin~ in June 1992, while the overall import hill for foodstuffs climhcd lo more 
than LE 8.1 billioo.3· 

Mining and mttgy 

The mining industry is dominated by the eXlraction of crude oil. While Egypl's reserves arc small 
hy Middle Ea.o;tcm standards, they amounted lo abou1 4.5 hillion harrcls at the end of 1991. nr 
about 0.4 per ccnl of total world reserves. At current ralcs of production, they arc expected to 
last about 13 years. Substantial reserves of natural gas. amounting to IZ.~ trillion cubic feel ha\·c 
alc;o been discovered, with potenlial deposits of al leas! ano1her :!tl trillion cubic f cct believed to 
be awaiting di.c;covcry.41 

Production of crude oil amounted ro 44.7 million tonnes in 1'>91, when natural gas oulpu~ reached 
f1.9 million lonne!". or oil equivalenl. Smaller amounls of gas condcnsarc ... and of liquefied 
petroleum gas (LPG). amounting to 1 million and 54.5.000 tonnes of oil , .;ui\·alcn1 respectively in 
1'>91, arc also produced. Government policies arc encouraging the use or gas, rather than oil. in 
power stations and industry. with the result that ahoul 59 per ccnl or total gas output is u~d to 
generate electricity, 40 per cent as a fuel for indu<itry and l per cent as a domestic fuel. 

Egypt began exporting crude oil in 1976, although small quantities have hccn produced for much 
of this century. mainly for domestic use. The gr<l\\1h polcntial of these exports ic; com.trained hy 
the continuing increase in domestic consumption, however, ancf hy the pcrsislcnt wealtne'i.'> or 
international oil prices. Between the 1987 and 1993 fiscal years. the value of petmleum export\ 
nuctuated between SJ.2 billion and almost S2 billion, representing approximately 40-50 per ccn1 
or total export revenues. 

-----------------------------. "-
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Egypl"s coal rescn-es, which arc 'xated mainly in the Sinai Peninsula. are estimated to tOlal some 
50 million tonnes. Coal production was centered on the deep mine at Maghara in the Sinai. which 
produced approximately 18,000 tonnes per year between 1964 and 1967, but was discontinued after 
the 1967 war. It is expected to resume in the foreseeable future following the completion or a 
reccntfy initiated project to rede1;elop the mine. The feasibility or developing Olbcr coal fields in 
northern Sinai is also ~ing a'i.SCsscd. 
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Fig. 1.8. Structure of GDP by sector 
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Other mining acti\'1ties include the extraction or iron ore, phO!iphates and limestone. In addition, 
Egypr also has appreciable deposirs of ao;bcstos, granite, alabao;rer, basalt, sand and gravel, gypsum, 
clay, dc.lomircs, salr. manganese, chrome, tantalum, molybdenum, zinc, tin, lead, copper, pocash. 
uranium and gold. Few of these Jeposits are hcing exploired to aoy significant extent, largely 
hccause of rheir remote locations and the high co-;r c.f csrablishing the necessary infrastructure. 

Alrhough the government has hcen removing rhe suhsidies traditionally granrcd to both industrial 
and cfomeMic u.o•ers of clcctriciry, the demand for power is conrinuing 10 risc dramarically hccausc 
of the country's economic and demographic growth. Problems with especially low rainfall in the 
I~ have alw led to a reduction in hydroclccrric power oulpul from the Aswan High Dam. 
Official programmes to build huge new generating plants, fired hy coal as well as gas, arc moving 
ahc<1d and .-.ome <1,000 megawatts (MW) arc to he added hy the year 2fXXl. This would bring total 
gcncraring capacity up to about 17,000 MW. In June llJCJJ Egypt also agreed to form a regjonal 
elecrriciry grid with Iraq, Jordan. Syrian Arah Repuhlic and Turkey, which i:r. to he completed hy 
the year 2002. II is hoped rhar the :r.haring 0f power will !\ave each country :r.omc $2 hillion to S3 
hillion a year. 

-----· ---------------·-------·- ----------... -----
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The manufacturing sector, which will be discussed in detail in Chapters II an.i Ill o( this Review, 
plays an important role in the Egyptian economy. As indicaled above, it has expanded at very 
rapid rates since the mid-198ls, with the share of MVA in total GDP estimated to ha'VC risen from 
about 16 per cent in 1987 to almosl 23 per cent by 1992. The latest available data indicate further 
that food proccs.sing (including the production o( beverages and the processing of tobacco) was 
the mosl important activity within the manufacturing sector, accounting for almost 24 per cent o( 

total MVA in 1990. Other important activities were the manufacture of metal products (23 per 
ttnl). tCJtilcs and garmcats (14 per ttnl), cbcmic.als (14 per cent), machinery and transport 
equipment (12 per cent) and non-metallic mineral products (8 per cent). 

Trusport ud c01u111Dic:atiom 

Egypt has one of the oldcsl railway networks in the Middle Easl and North Africa, some of which 
dates back to before the mid-19lh century. The 5,CXXl-kilometrc network is beginning to show 
signs of its age, and is iD urgent need of rehabililatioo and modernization. The opening of a huge 
1'CW underground railway system in Cairo in 1987 was prcccdcd by the construction of a 42-
kilometre regional line bctwccn El Marg and the indUSlrial centre of Helwan. A second line is 
now planned for inner Cairo, running from Sboubra El Kheima to Tahrir Square. More than 
800,000 passengers currently use the system iD Cairo each day, and the figure is expected to rise 
to more than 1.5 million when the additional route is completed. 

During the 198tls, a road modcmiz.atioo and eipansjon programme was undertaken and by the end 
of fo;cal 1991 the length of pa~ roads had more than doubled to 17.tXX> kilometres. The private 
sector is expected to be encouraged to undertake more of this activity as part or the current 
reforms. including the coostrudion of much-needed bridges and tunnels. 

Egypt's network or river canals, which together with the Nile ha~ a total length or about 3,100 
kilometres and forms a vital means of transport for both passengers and freight. is al~ being 
enlarged. Alexandria. located on the Mediterranean Sea, is Egypt's main port. It bas the largest 
water area or any Mediterranean harbour, and handles about 18 million tonnes of cargo a year. 
Other majN facilities exist at Port Said, Suez and Safaga on the Red Sea. New ports are being 
built, or planned, at Oikhcila to the west of Alexandria and near Damicua in the Nile Delta. 

The Sue7. Canal is an extremely important earner or foreign exchange for Egypc, with revenue!> 
from transit fees and lolls in fiscal 1993 amounting to an estimated Sl.9 billion. Following the 
deepening of the Canal in the late 1970s lo allow it to take supertankers. the Canal area and illi 
important urban area.\ of Suez. lsmailiya and Port Said have been developed as major indus1rial, 
agricultural and residential areas. as well as focal points for the establishment or tax-free 7.0nr.s. 
Further expansion of the Canal in the Bitter Lakes area i.\ continuing. arid a deci.\ion is pending 
on a much larger expansion scheme lo allow it to accommodate supertankerli of up to 350,0(l} 
deadweighl 1onne.\ (dwt) instead or the current limit of 150,000 dwt. 

The Sumcd pipeline provides an alternative route for crude oil to be shipped t>ctween 1hc Red Sea 
and the Mediterranean Sea. Owned by Egypt and several Gulf States, ii ha.\ a capacily of 1.6 
million barrels a day (h/d), and is currently be!ng expanded. 

Egypt Air, the slate-owned carrier, i.\ the largesl airline in the region, flying !iOme 3 million 
p~\Cngers a year on 300 flights a week. It is undergoing a major expansion programme, but in 
the wake .of privati7.ation reforms is expected to face growing competition from newly emergin~ 
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privately awned lines.. Shipping services, including tankers, bulk and containerized cargo carriers, 
Nile barges, passenger ferries, and tourist and resort cruise ~ operate both within Egypt and 
to Jordan. Europe. the United States. the Indian Ocean and Africa. Plans to upgrade links with 
Saudi Arabia and other Red Sea littoral states are being considcrcd. 

Once famed for its limited and antiquated scrviccs. the telephone s,stcm h3s undergone eueosivc 
moderni7.atioo in recent years. From less than half a millioa in 1982, the total number of lines 
reached 2.5 million in 1992, half of which were in Cairo. This figure represented a cuveragc of 
Jess than 6 lines for every hundred persons in Cairo and 4.5 lines per 100 persons in Egypt as a 
whole. which is apccted to be raised to seven lines for C\'Cty hundred persons by the year 2000. 
Services to provide adv.meed data transmission. facsimile. conferencing and other digital 
telecommunications s,stems that can be linked to computers fall far short of demand. however. 
and where they do exist they are often proluOitively cxpcosM. 

8-akiag and flUllU 

Around 100 banks operate in Egypl, including 38 commercial banks led by the four state-owned 
banks: Banque Misr, National Bank of Egypt. Bank of Alexandria and Banqu,. Ju Caire. About 
two-thirds of the banking system's total assets in 1992 were held in the publicly-owned sector. The 
banking sector also comprises 18 foreign branch banks, which as a result of recent reforms are 
now allowed to operate in iocal as well as foreign currencies provided they have sufficient capital 
and arc registered as joint-stock companies. In addition. there arc several joint-venture banks and 
spcciali7.cd investment houscs.51 

Under the government's current privatization programme, shares in the state-owned banks and 
insurance companies are to be sold to the private sector. Although traditionally under-capitalized. 
Egypt's banks have benefited considerably from the government's reforms of the exchange rate 
and interest rate systems, and many have made substantial gains by investing ia government 
Treasury bills and bonds. As a consequence of the increasing stability of the Egyptian pound. local 
currency deposits have also risen, with more than 60 per cent of the total deposits C'f LE 170 
billion in the banking system in mid-1993 believed to have been denominated U. Egyptian 
pounds.6/ 

Stock exchanges exist in both Cairo and Alexandria, but only a small percentage of the registered 
shares are actively traded. Under a new capital-market law, passed in 11.'93, the exchanges are 
being modernized and stock brokerag:-~ allowed. An index for the exchanges is also being set up. 

Track, tourism and other servicn 

Data compiled by UNIDO show lhal the contribution of tourism and trade to the Egyptian 
economy's total output increased from about 10 per cent lo 15 per cent in the first half of the 
1980s aud since then has nuctuated between 15 per cent and 17.5 per cent. Tourism in particular 
has gained considerable importance during the past decade a.\ a viral earner of foreign exchange 
and a major ronlributor lo the balance of payments. Between June 1987 and June 1990 revenues 
from this subsetlor rose from Sl.2 billion to S2.1 billion. After a sharp fall to only Sl.2 billion in 
1991 in the aftermath of the Gulf war, they began lo rii;e again, reaching Sl.7 billion by lhc end 
of fiscal 1992. 

While figures compiled by the United States Agency for International Development (USAIDJ in 
Cairo estimate that th.ii; level has been maintained in tii;cal 1993 other observers are doubtful. 
There has been a sharp fall in arrivals, and stays of long duration.;/ Analyi;ti; estimate that value 
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added in toumm may ba~ declined by up to 30 per cent in 1993 and predict that it may fall 
further in 1994. GMn that the subscctor employs about one in aery 15 Egyptian workers, and 
that investment will also be adversely affected as a result. the O\'Crall effect could be to lower 
cconomic growth as a whole. 

Omland sb lldllre of GDP 

Privale consumption accounts for the bulk of aggregate demand in the Egyptian economy, and in 
1992 bad a share of 726 per cent in total GDP. The share of government cuosumption bas 
traditionally been rclatMly small, by c:ootrast, and in 1992 amounted to 10.4 per cent. Gross fixed 
capital formation plays an important role. accounting for 20.6 per cent of GDP in 1992. The 
cootn'butioo of cncroal trade to domestic demand bas been sigaificaot.'y ocgalM throughout the 
past decades. lo 1992 the share of exports in GDP amounted to 29 per cent. while that of imports 
amounted to 31.8 per cent. 

Fig. l.C. Demand components of 
GDP, 1992/93 (Percentage) 
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As indicated above, the reform process currently in progress under the supervision of the IMF and 
World Bank is aimed al opening Egypt to the free market and to global trade. By 1993 this was 
bcgjnning to have some effect, and there were signs that Egypt's pcrenoiaUy large trade deficit was 
bcgjnning to moderate. This was due principally to a decline in imports, which fell from Sll.4 
billion in the 1990 fisca.I year to $10 billion in (1SCal 1992 before rising modestly to an estimated 
$10.S billion in fiscal 1993. Meanwhile, the .,alue of merchandise exports rose ~harply from $3.3 
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billion in fiscal 1990 lo $3.9 billion in fiscal 1991, following which il declined gradually lo $3.5 
billion in fJSCal 1993. Despite lhc slight reduction in lhe value of merchandise exports between 
lhc 1991 and 1993 fJSCal years. the lrade deficit has narrowed gradually from $8.2 billion in fJSCal 
1990 lo $7.5 billion in fJSCal 1993. 

The composition of Egypt's merchandise exports has changed significanlly during lhc pasl few 
decades. Bcl:WCCn 1965 and 1990 the share of agricultural commodities in lotal exports fell from 
71 per cenl to 20 per cenl, wbile lhat of fuels. minerals and metals rose from 8 per cent to 41 per 
cenl. The share of manufactured goods has also risen significanlly since 1965, mainJy because of 
increased outpul of lellliles and clothing. In 1990, they represented 39 per cenl of total exports. 
almost double lhe 20 per ecol share recorded in 1965. 

Although Egypt's dependence on imports has begun lo decrease in recent years, the country 
continues lo ha\"C to import large quantities of capital goods and food. The main suppliers arc 
the OECD countries in general. and the western European counrries in partil.-ular. The latCSl 
available dircelion of trade dala show rhar western Europe accounted for 43.9 per cent of Egypt's 
total imports in 1992. North America, primarily the USA, came second with 185 per cent, 
foUowed by Asia with 155 per cent. 

Wcstem Europe is also Egypt"s main markel, largely because of shipments of oil and 
pclrochemical products, although agricultural products, texiiles and clothing are also important in 
some counrries. Altogether, the region received about 38.8 per cent of Egypt's total exports in 
1992. Asia ranked second with 19.4 per cent, slightly ahead of the neighbouring Arab countries 
which recorded a share of 18 per cent.81 

On the invisibles account, the cost of importing services is also conlinuing to rise. Outflows on 
non-factor services were eslimated al S4.l billion io fiscal 1993, while those on factor services 
amounred lo Sl.6 billion; rogether this represented a SI.7 billion increase over the 1987 figure. 
At lhe same lime, Egyp1 also receives substantial revenues for lhe export of nonfactor services. 
These were estimated at abou1 $63 billion in fiscal i993, of which Suez Canal fees and tourism 
accounted for $3.6 billion. Inflows from !he export of factor servic~s were ,.rtimated at $13 billion 
in the 1993 fiscal year. 

A major positive contribution to ihe current account of Egypt's balance of payments has been 
made by workers' remittances, which rose steadily from $3 billion in fiscal 1987 lo almost $5.5 
billion in fL~I 199'.l, ahhough they are estimated to have fallen back to about $4.9 billioil in the 
following year. The customary deficit on the current account, which persisted until the 1990 fiscal 
year, was generally funded by external borrowing and private investment flows. Since then, as 
Egypt's current account has moved into substan!ial surplus, the need for foreign loans has 
declined, although export credits and aid for social projects has remained important, especially in 
view of the continuing cost of servicing the counlrys external dcb1 which, while diminishing. is still 
suhstanlial. 

---·------------
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Egypt's first full-scale dcvclopment plan covered the five years from 1960 to 1965 and was widely 
regarded as having been succcssfuL Based Oil the rationalization or agriculture. the nalinnalintioo 
or industries and the opamioa or the public sector, it relied upon protectionisl policies and 
provided extensive subsidies for the country's agricultural and industrial sectors and for domestic 
consumers. The planning proc:cu was subsequendy interrupted by the 1967 and 1973 wars with 
Israel, and it was not UDtil the launch of the 1982/83 F'JVC-Y car Plan, and its successor in 1987 /88. 
that the focus shifted again to long-term cbelopmCl't planning 

While the 1982/83 Pl:m roocenttated on stepping up the economy's growth rate and improving 
the country's infrastructure, wbicb bad been ncglec:ted during the war years, the 1987 /88 Plan 
cmphasi7.ed ccoaomic reform and the achia-cmcnt or economic stability. Awidia! the 
accumulation of new debt was also a major priority. The growth target over the five-year period 
was set at 5.8 per c:cnt per year, which was lower than the 8 per cent envisaged for the~ 
Plan and also lower than the 6.8 per cent actually achieved by the prc-vious Plan. 

Signific.mtly, the 1987 /88 Plan. which enclc:d in June 1992, provided for an inacascd role for the 
private sector. While many of its details were subsequently overtaken by the negotiations with the 
IMF which led to the May 1991 agreement, it ncvcrthclcss achieved some of its aims, including 
the dcYclopment of tourism, a substantial increase in natural gas exploration and production, the 
enlargement of the Suez Canal, the provision of primary school ~ for all in the relevant age 
group, and the expansion of electrical power generation. 

Box I.A.. ~or bigbupts or lllKl'OrCOlloaaic: policy eaYiroamat 

Since signing the IMF agreement in May 1991, the government bas: 
- Made the Egyptian pound convertible; 
- Agreed to strict flSCal and monetary policies to contain inflationary pres.sure; 
- Started to restructure state enterprises; 
- Begun to foster the expansion or the private sector; 
- Cut subsidies for energy and basic foods; 
- Allowed market forces to determine the prices of many products; 
- Liberalized import regulations; 
- Decontrolled many industrial and agricultural prices; 
- Introduced a package of incentives encouraging foreign investment; 
- Reformed the legal framework; 
- Allowed competition in '>anking; 
- Introduced measures to revitalize the stock market. 

Sour": General Aurhoriry for lnvatment (GAFI). 

c. United NllioM Industrial Dcvelopmen1 Orpnwnion 



--------~-------

Th~ Macro«onomic and lndusaial Policy Environmmt 13 

The current Five-Year Plan. which runs from June 1992 to June 1997, bas already been superseded 
by the negotiations with the IMF and the World Bank to replace the 1991 agreement and by 
Egypt's acceptance or a strudural adjustment programme. However, several important plan 
targets have been retained, including the creation or 2.45 million jobs; the planned investment or 
LE 154 billion. or which LE 895 billion is to come from the private sector; the creation or 
substantial new infrastructure for land-reclamation projects by both •he public and private sectors; 
the imposition or restraints on the expansion or public-sector industries lo allow for competition 
from the private sector; an increase in the production or natural gas and gas products from 83 
million tonnes in 1991/92 to 13.1 million tonnes by tbe end or the Plan period (including an 
increase in the share allowed to foreign partners); further increases in electricity generation; an 
increase in both tourist arrivals and in tourist nights; and the establishment or up to 1.15 million 
new housing units.91 

Fisaal policy 

As Egypt's gross deficits amounted to more than 20 per cent or GDP in most or the 1980s, 
reforms in fiscal policy have been a key element or the stabilization programmes drawn up for the 
country in collabor:ltion with the IMF. The main causes of these deficits have been the 
government's policy or subsidizing basic commodities, rising employment costs in public sector 
industries, f mancial support for these firms, falling revenues from the government's export 
monopolies and insufficient tax revenues. 

The first steps at reform were taken in 1989 when subsidies on petroleum products, electricity and 
bread were lowered. A policy or wage restraint was also introduced ~ the public sector and taxes 
increased. Despite this, the deficit in 1989/90 still amounted to 15 per cent of GDP. 

In 1990 state-controlled prices for energy products and basic foodstuffs, many of which arc 
produced under government subsidy, were raised but the Gulf conflict and the effects of a 
devaluation of the Egyptian pound on foreign debt servicing pushed the budget deficit back up to 
20 per cent of GDP that year. In 1991, under IMF supervision, electricity prices were raised by 
up lo 25 per cent and petrol prices by 33 per cent. A percentage-based sales tax replaced a fixed­
rale consumer tax, generating an estimated LE l billion in revenues per year. By the end of fiscal 
1992, the defici1 had fallen to 7 per cent or GDP, only 2 per cent above the IMF targel. 

In 1993, the prices of electricity and petroleum products such as kerosene, diesel, gas and oil were 
raised. A sales tax of 25 per cent was alw imposed on ten items, including pa.<;.SCnger cars with 
engine capacities exceeding 1,600 cubic centimetres, air conditioners, video- cassette playeri: and 
perfumes. By the end of the year, progres.~ had also been made on the issuance or a unified tax 
law aimed at increasing government revenues and the collection of taxes. However, preliminary 
figures for fi5eal 1993 show that while the cost of subsidies declined by about 55 per cenl over the 
previoui; year to LE 4.5 billion, interest payments on the government's debt rose by 42 per cent 
and the wage bill for the civil administration and stale enterprises grew by 19 per cent. 
Never1hcles.~.1he ratio of the deficit to GDP fell to 4.7 per cent, and would have been only 4.1 per 
cent had it not h.:en for extraordinary expenses required lo repair earthquake damage in Cairo. 
Although final figures are nl>I yet available, the fiscal 199:\ deficit appears to have fallen close 10 
the IMF target of 3.5 per cent. 

The 1993/94 budget envii;agcs only a 4.5 per cent rise in total expenditure, equivalent 10 half the 
anticipated rate of inflation. Subsidies on other food items such as lea and fish arc to be reduced, 
and increases in customs revenue arc expected ar. a resuh of trade reforms. Some savin~~ may 
also occur in debt scrvicin~. as local interest rates have fallen. The achievement of these 
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budgetary targets would enable Egypt to reduce the fiscal deficit to 2. 7 per cent of GDP in f!SC'"..I 
1994 as agreed with the IMF, and Egyptian spokesmen have even suggested that the deficit could 
be reduced further to 1 per cent in the 1996 fiscal ycar.101 

Monetary pclicy 

The past few years have witnessed wide-ranging changes in the regulatory framework gm-erning 
the fmancial sector, including the introduction of new laws on banking and capital markets. Under 
the new legislation interest rates have bcca freed from government controls; branches of foreign 
banks have been allowed to operate in local currency subject to certain rcslrictions; capital gains 
from securities (stocks and bonds) have bcca exempted from tax; corporate tax incentives have 
been provided for companies raising more than half their equity by public subsaiption; restrictioos 
have bcca removed on bond trading; measures have been launched to encourage the secondary 
trading of securities; and a Capital Markets Authority has been established. In addition., ceilings 
imposed on bank credits to private- and public-sector enterprises prior to the exchange rate 
reforms of 19'Jl to curb inflationary pressures were lifted in October 1992 and July 1993, 
rcspcctivcly. To complete the reform pr~ the four state-owned banks are expected to be 
privatized in the foreseeable future. 

Inflation continued to rise for most of 1993 despite the comparatively strict fiscal and monetary 
policir.s adopted by the government. which had resulted in the figure dropping to below 10 per 
cent in the second half of 1992. This disappointing performance in 1993 bas been attributed 
primarily to the influx of expatriate capital in r~ponsc to the stability of the Egyptian pound, 
although the government's moves to limit the sale of Treasury bills in a.JI effort to reduce its inter­
est payments on these assets (which by mid-1993 represented about 4 per cent of GDP) have also 
closed a major outlet for surplus funds. In addition., delays in the implementation of stock market 
reforms. which include the licensing of brokerage houses., have also encouraged investors to delay 
decisions, especially as many are waiting for more details about the government's privatiz.ation 
programme. 

Price policy 

Until the recent reforms. Egypt operated a system of centralized price controls for a number of 
basic commodities. including selected food products and soft drinks, r.1ost of which were produced 
by public-sector flrlDS. and cement. On the input. side, a discriminatory pricing policy existed for 
energy, aluminium, cotton seed and other commodities, leading to highly subsidized prices for both 
public- and private-sector companies. By the end of 1985, it was estimated that the burden of 
implicit and explicit subsidies as a result of charging less than economic prices to producers and 
consumers in the fertilizer sector alone had reached more than LE 500 million., including LE 285 
million provided indirectly to Egyptian farmers. The loss to public-sector companies producing 
goods subject to price controls was estimated to be in the order of LE 400 miJJion at the end of 
1983.11/ I 

By the mid-19805, the first steps towards a reform of these policies had begun. Public-scdor 
companies were gradually allowed to set their own selling prices according to market forces in a 
series of stages that began with the liberaliz.ation of the textile and garment industries (except for 
those manufacturing cotton yarn). This was sub!icquently extended to the food, chemicals, 
engineering goods and metal industries, iUld by the early 1990s virtually all industrial prices had 
been freed except those for pharmaceuticals and ten other products where prices were set on a 
cost-plus basis. Domestic cotton prices were freed in mid· 1993 and by the end of the year had 
reached about two-thirds of world levets.121 
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A series of pJ.rallel reforms resulted in the gradual deregulation of energy prices. The price of 
petroleum and electricity was freed as part of the 1991 IMF programme aimed at reducing the 
government's budget deficits. As a result of these reforms petroleum prices had risen to 80 per 
cent of world levels by the end of 1<;92. compared to only 36 per cent in May 1989. while the price 
of electricity rose from 24 per cent to 69 per cent of the long-run marginal cost of producing 
electricity over the same period. ll/ Current policies call for the price of energy as a whole to 
be raised to world price levels by the end of June 1995. with electricity prices being raised in two 
stages to achieve parity. 

Trad~ policy 

Between the 1930s and the early 1970s Egypt consistently maintained an import-substituting 
indu.c;triali.7.ation strategy, with the result that industry has not developed as a leading sector pulling 
the rest of the economy towards self-sustaining growth, but has, instead, acted as a heavy burden 
on the economy. As part of the "infitah" reforms in the 1970s, bilateral trade agreemenls were 
terminated, private trading companies were allowed to operate and some exchange contro'~ were 
relaxed. Import tariffs offering high rates of protection to producers selling in the domestic 
market were maintained, however, and produced a strong bias against export-oriented production. 
This disincentive to export was reinforced by a wide range of adminis!rative obstacles placed in 
the way of potenlial exporters.14/ 

In the mid-19lIDs, export procedures were streamlined and export pricing commiuces eliminated. 
In 1987, an active programme of export promotion was launched, bur lhe trade deficit continued 
lo worsen as the growth of imports outpaced lhe growth of exports, while the scarcity of foreign 
exchange hampered the deve!opmenl of the economy. In the 1990s, as the pace of reform has 
quickened, maximum tariff rares have been lowered, minimum rariffs raised from 5 to 10 per cent 
(with the exception of some basic commodities such as cereals) and tariff exemptions almost 
completely eliminated. Advance import deposits have been aholished and the list of banned 
imporls had been reduced suostantially to only 26 items by the end of 1993. In 1992 an Export 
Credit Agency was established to assisl local exporters; and since then the number of prohibited 
cxporl items has been reduced from 20 to two. 

Further lradc reforms currcnlly envisaged include a reduclion in lhc maximum lariff from 80 lo 
60 p.:r ccnl by the end of 1994, and lo 50 per cenl by the end of 1995, in line with the 
recommendations of the IMF. All non-tariff barriers, including lhe remaining lisl of banned items. 
arc also due lo be lifled in the near future, ah hough lhc governmenl has said lhat textile industries 
will remain proleclcd from imports for mosl of 1994. Some exception!'. to lhe maximum tariff level 
arc also due lo remain, nolahly for alcohol and passenger cars, in order to prolcct local producer.;. 

l'o~lgn ~llchange policy 

Fundamental reform of lhe Egyplian foreign- exchange syslem was begun in February 1991, when 
most foreign exchange conlrols were eliminated, allowing rares lo renecl market forces. 
Subsequently, lhe country's multiple exchange-rare system was unified, and the exchange market 
opened to non-bank dealers. The abolition of lhe dislincrion belwccn free and controlled foreign 
account~ has also made il easier for foreign invcslors to repa1riate profits.15/ A!'. a result, the 
Egyptian pound ;.., now regarded as being internationally convertihlc. During J99J, ii remained 
s1ahle al a rate of ahcut LE 1 = SJ.JJ. 

Al home, rhc reforms have led to a steady reduction in the share of foreign currency deposits in 
lhc srock of money from 5.l per ccnl al lhc end of fi!'tcal 191JI lo 41 per ecol al 1hc end of fiscal 
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1992 and to only 30 per o:nt at the end of fiscal 1993. The reductions illustrate the dcgrcc to 
which confidence has returned to the Egyptian currency as a store of value in the country itself. 

In late 1993, the government took further steps to libcrali7.e the foreign exchange market. 
Restrictions on non-bank dealers were relaxed, the ceiling on working balances in foreign exchange 
raised to $225,000 per LE l million of capital and the number of branches allowed for fmancial 
institutions and exchange companies for eadi additional LE 1 million of capital increased from 
three to four. Restrictions on the number of banks with which these institutions could hold 
accounts were also removed.16/ 

Fig. 1.0. Exports, imports and current 
account balance, 1989-1993 
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The initiation of the structural adjustment and economic reform programmes in the late 1980s 
made it necessary to introdu.·e measures to protect the most wlnerable groups in society from the 
adverse effects of these changes. In 1991 the government of Egypt set up the Social Fund for 
Development (SFD) for this purpose, with fmaoce provided by the World Bank, the International 
Development Assoaation (IDA), the European Communities (EC) and other multilateral and 
bilateral donors. By the end of August 1992 the Fund's resources amounted to $612.3 million, of 
which S320 million was in the form of loans and S292.3 million in grants.17/ Chaired by the 
prime minister, it aims to combine the attributes of effective private enterprise with a strong sense 
of social purposc.181 
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Fig. I.E. Foreign reserves 
excluding gold, 1989-1993 
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Fig. l.G. Consumer price inflation, 
1989-1993 

Percentage 

21.3 

1989 1990 1991 

Year 
1992 

• EIU estimate. 

Fig. I. H. Exchange rate, 1989-1993 
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Targcl groups for assistance include unemployed youth. new gradualcs, Gulf crisis returnees and 
households headed by women. Six core programmes have bcca cstablisbcd to promore income­
and employmenl- generating activities.. These consisl of: 

The Communiry Development Programme. which mobilizes local grassroots community 
initiatives. either io the form or producri\-c or social ~lopment activities; 

The Municipal Services/Public Works Programme, which seeks lo impr~ csscnlial 
infrasrructure and services wilh labour-iorcn.sWc activities such as road c005lrucrion. 
garbage collection and road refurbishmenr; 

The Enrerprise Oa-clopmenl Programme, which promotes employmenl and iocome­
generating opportunities io the small- and micro-enterprise sector by providing technical 
assislancc. rrainiog and know-how as well as credil; 

The Labour Mobilicy Programme, which provides fmaocial and technical assislancc to 
facilitale mobiliry for unemployt"d graduates and workers released from privarizcd public­
scctor industries through training and relrainiog schemes; 

The Institutional Development Programme, which aims to strengthen the SFD's own 
managerial efficiency and capability to identify and implement projects and to help i~ the 
moniroring of results; and 

The Public Transport Programme, which provides bus and transport maintenance work 
to low-income groups io Greater Cairo and io Alexandria to help facilitate labour mobility 
among the population of these cities. 

While some criticism h'ls been directed at the Fund for the slowness io implementing projects io 
the past, the SFD maintains that it had approved 73 projects by the end of September 1993, which 
were expected to provide about 103,380 permanent jobs.191 Projects on the list include rural 
public works programmes in lsmailiya, Gharbiya and Bcni Sweif; the creation of industrial parks 
in Sadat City and Sayeda Zcinab; a e:ittle-raising project in Fayoum; a labour restructuring 
programme at the Alexandria Shipyard; several women's literacy development and training 
schemes and a community health project.20/ 

Social spending has also been highlighted in the budget for fiscal 1994, as well as in the currenl 
Five-Year Development Plan. Slum areas are to be redeveloped as part of a major housing­
developmenl scheme costing LE 4 billion and new health services established in rural villages and 
poor urban dis1ricts. Mothe:- and child care programmes have also been allocated LE 4.1 billion 
in the Five-Year Plan.21 / 
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To expand existing small enterprises to gcacrate income and increase employment 
opportunilics. 
To create new small enterprises. 

Tbcsc objcdMs arc to be ac:hia-ed through clacloping. funding and dclMring inlcgratcd 
padagcs of tcchnjal assislancc., acdil. and lraiaiag. 

T argct groups and bcncfaciarics 

- Public enterprise workers displaced as a result or CCODOlllic reform programme 
- GuH crisis returnees 
- New graduates 
- Existing smaU cntrcprcocurs 
- Unemployed persons 
-Women 

Appraisal and sdcctioo criteria 

- Expansion or employment and income-generating opportunities in the small 
enterprise sector. 

- Utilization of appropriate technology 
- Provision for marketing and quality control 
- FmaociaJ viability 
- Project sustainability 
- Managing capacity of sponsoring agencies 

~r. Social Fuod for Dcftlopmcnl. 

Ea.troammtal polida 

Egypt's high population density, along with the rapid growth of intensive agriculture, 
industriali7.ation and urbani7.ation ha.\ given rise to a number of chronic environmental problems, 
including the agricultural run-off of chemical\ and minerals; the creation of untreated industrial 
and municipal waste, heavy air pollution in the major cities and high levels of water pollution in 
coastal area.\ a!i well as in the Nile Delta. While a number of laws to control environmental 
ha7.ard.\ have been pa.ucd since 1946, particularly regarding water quality and wa!itcwatcr 
dio;charges and the colledion and treatment of municipal solid wa\tc, implementation and 
regulation have fallen con.\iderahly short of what i!i required to meet many minimum international 
standard\. ll/ 
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Howc"VCr. in May 1992 the government aDDOUDCCd a S26 billion plan to implement and enforce 
new environmental standards O\'Cr the nat ten years. An cavirOlllllCDlal pr-Olcaion law, prepared 
with the help of the Egypti~ Environment AJfairsAgcncy (EEAA), was passed in Fcbnwy 1994; 
this is expected to pave the way for the provision of additional aid funds for such schemes by the 
World Bank. Canada and Japan..23/ While opposition is expected from the inftucn1ial 
petroleum-producing sector, support is increasing from other quarters, notably those in~d in 
tourism. and from many members of the Pcoplc·s Assembly. 

D. INDUSTRIAL POLICY 

The dc"VClopmeDl of modem industry bas long been an overriding govcrnmem concern, and this 
was reflected in the launch of an ambitious and compr-chcnsM: FIVC-Y car Dcwclopmcnt Plan in 
1960. In the follo....-ing years virtually all existing industrial operations, with the cxccpcioo of smaU­
scalc workshops, were nationalized and individual shareholdings limited to a maximum of LE 
10.000. A c;uarter of net profits were also designated for distn"bution lo workers. 

The opening of the Aswan High Dam in 1971 enabled lbc government to begin a huge programme 
aimed at developing heavy industry. Car and vehicle assembly and the manufacture of spare parts. 
which had begun in the early 1960s. was expanded. The gia'll Hehr-an Iron and Steel Works was 
expanded in 1973 and the Nag Hammadi aluminium complex rwo years later. In 1982 the 
Alexandria National Steel Company began production with a total annual capacity of 745,000 
tonnes of bars and rods. The conversion of a huge cem~nl works al Asyut, originally built with 
aid from the former USSR, together with the opening of several '.llhcr major plants in 1985, 
pushed output in this sector up to 14 million tonnes by 1988. The development of Eg}11rs 
hydrocarbon resources in the second half of the 1970s and in the 1980s also led to the creation of 
refineries. natural gas processing plants. and lo the manufacture of petrochemicals and fertilizers. 

However, while the government continued to emphasi7.c the expansion of manufacturing and hea\y 
indu.ury, a gradual shift in political orientation began lo move policy away from the previou.cly 
prevailing ccntrali7.cd, socialist approach to one favouring the private sector. The sequestrations 
of the 1960s, under which many pri\-ate firms had been nationali7.cd or in which the stale bad 
talcen majority control, were declared illegal and the way opened for foreign pfr.-ate investment 
in export-oriented industries. 

By the mid-1980s, Egypt's manufacturing industry could be cla.~ified into four largely independent 
sectors: the public-enterpri'iC sector; the formal traditional private sector con~isting of traditional 
firms \\ith len or more employees; the new private-enterprise sector consi.\ling of firms sci up 
under lhc deregulatory legislalion passed since the mid-1970s; and the small-s.:ale enlerprisc sector 
consis1ing of establishments with lcs.\ 1han 10 employees. Al the end of fiscal 1984, the slale­
owned sector consisled of some 200 large enlerprises opcraling 936 establishmcnls and emplo~ing 
ahem! 724,000 workers. The formal traditional private sector consisted of 4,72«> firms employing 
some lffl,000 workers, the new private-enterprise scc1or of 305 companies with le\\ than 3'>,000 
workers and the informal, small-seal.: scclor of an estimated 278.000 workshops employing ahoul 
flKl.000 workers.241 

Ra!iic policy issuri. • public vrrsu!> privatr mmrnhip 

Ahhouitfl !he government has encouraged lhe growth of private indusrry since the mid-1'>70s, 
dehate continues lo rage within ~m·ernmenl ministrie!'I, rhe s1a1e-o\\11c..d enlerpri~es. rhc People\ 
Asscmhly. lhe media and the general puhlic ahoul the merits of ~uch policies and ahou; the sC'opc 
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and pace ot pri\-;ilc-!>Cctor dc,·dopmcnl. The dchah: inh:nsificd in }Qt)l wi1h lhe ~gc of Lav. 
:!IJ3 v.-hich remO\-cd nearly 400 pubtic-scctor cnlcrpriscs from 1hc conlrol of gm-emmcnl ministries 
and led 10 1bcir rcslructuring as affilia1cs under 'Z7 indcpcndco1 holding companies ahlc lo operate 
as pm-ale companies with full fuiancial and m~erial accountability. ll v.-as further exaccrha1cd 
in 199:!. v.-heo lhc gtl\"Cmment announced ils in1en1ion lo pri\<1li7c many of lhcs~· firms. ha,ing 
already scl up lhc Public Eo1erprisc Office (PEO) tu~ lhruugh the reforms. 

In conlra.'il lo lhe policies oullined in lhc go\l:mmcnfs currenl Fi\-e-Y car Plan. v.-hich cmpha....,i1cd 
lhc expansion of pm-ale-sector indu.'ilrics lhrough lhe injection of pri\·atc capilal and lhe 
cstahlic;hmcnl of new pm;11cly mimed firms..1hc pm-;i1iT..a1ion pr.~ammc nov.- under v.-ay i.., focused 
on a huge sell-off of stale ~IS. beginning \lloilh the profitahlc farms and lea\-ing lhl.,.,C incurring 
losse;; needing major rcslructuring for la1cr stagcs.25: This is a n.~ull t•f the structural 
3djustmenl programmes imposed by lhc IMF and h~- the World 8301:. Indeed. lhc lcrms of 1hc 
Extended Fund Facility (EFF) apprO\-c:d by 1he !MF in September 1993 Slipulale Iha! some 'Z5 per 
cenl of puhlic-scctor compan~· a.~ls arc to be pm-atiTcd by June JQ95. and lhat olhcr Slatc-t>v.11cd 
firms arc to he restructure<! in prcparalion for lhcir c\·cn1u3I pm•UiT..ation.!r> · TI::: o\cr31l 
ohjecti\-e. according lo the IMF. ic; lo crealc a deccnlraliTed. oulv.-ard-oricntcd market cconllmy 
with su.'ilained growth. 

Allhough the PEO insists that the pace of pri\·atil.ations v.ill accelerate. progress ha~ been slow. 
being mainly limi1ed in 1Q93 10 companie.-. and hotelc; in lhc tourism sector. In addition. lhe ~? 
holding companies affected b:: i..aw 203 ha\"C been rationali1cd do\11.11 to 16. and some progn.:s.-; ha.-; 
heen made in preparing a few of these firms for pri\·ati1.ation. By 1hc end of 1'193 some ~~ 
industrial and trading companic.-. v.-cre on offer 111.iiilc 1he a.'>..-.ct.-. of 13 others were being valued in 
preparation for their future pri,·a1i7.atic.n. The PEO expected another 50 h• he offcrcd to !he 
public hy June IQ94. and sales of public-sector hank...-. (which account for tiO per ccni of lotal h:ml.; 

'7. 
as.c;cts) arc alo;o due to begin in 19'>-:.- 1 

In !he \iew of lhc PEO and ils supporter.. 111.i1hin rhc go\·crnmcnl. the pri\·ati1~tion programme is 
necessary lo incrca..c;c 1he efficiency of the enterprises concerned; op1imi1c the use of the 
gnvernment"s financial and management resources hy reallocating puhlic spending to social 
sef"ices. human resource de\·elopmenr and infrastructure; .-.ccurc enhanced accc.-...-. to foreign 
markets. technologies and capital; incrca.'iC long-term joh creation: stimulate the Je\dnpmcnr tlf 
the capital market; and widen the ownership ha.'iC by increasing the role of the pri\·a1e '.'ICClor in 
the owncr.-.hip and management of national eC'onomic resourccs.28·' Many of Egypl"s hanker ... 
a.-. well as most private husinc.-..'imcn and inve.-.1nrs. also appear to support thi!i. \icw. 

Opponents of the prn,zrammc. who include some governmcnl mini'\lcrs. members of lhc People'<. 
As.c;emhly. managers ,,f stalc-ov.11cd companies and large .-.cctions of the working population. '>l"l" 

privati;'..ation as a 1hreal to 1hcir .-.1andardc; of li\ing. a means of redislrihuling wealth to the middle 
and upper da.-..-.cs and a s0urce of polcntial social and ci\il conflict. While <,omc in thi., camr 
would actually favour a !ZfCatcr role for the private \Cctor in industry. they arc concerned that the 
.-.ale of fhc mos! profitable firms will di.-.wuragc in\·cstmenl in manufac1uring indusrry as a whole. 
lca\ing link managerial lalcill and capital for a proper restructuring of 1hc large hul lnss-makin~ 
puhlicl;1 owned firms. Other fears ha,·c hecn exprcs~.cd that the ncl result could he a further dr;•in 
of funds lo inveslors outside the counlry and a wor!'>Cning of Eg)"Jll\ already chronic paltern of 
cmi!Zfalion. particularly amonf.! lhe highly edu.:alcd. 
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Bow: I. C. ~lttkd candidates for third batc:h of pmatization. 1993/94 

1. El Nasr Company for Refractories & Ceramics (SORNAGA) 
2. Egyptian Copper Factory Company 
3. Industrial Gases Company 
4. \bu Oir Fertilizer & Chemical Industries 
5. Della Spinning & Weaving Company 
6. Uniarab Spinning &. Weaving Company 
7. Daqahlia Spinning&: Weaving Company 
B. Damiclta Spinning & Weaving Company 
9. Alexandria Spinning&. Weaving Company 
IO. Extracted Oil Company 
11. T anla Oil &. Soap Company 
12 Cairo Oil &. Soap Company 
13. Alexandria Confectionery & Chocolale Company 
14. Egyptian S1arch, Ycasr & DctergenlS Company 
15. Edfma Company for Preserved Foods 
16. Al-Abram Company for Beverages 
17. Egyptian Ligbl Transport Manufacturing Company 
18. Sp~&: Transport Needs Manufacturing Company 
19. ~fisr Engineering & Tools Company (MICAR} 
20. Egyptian Company for Refractories 
21. ~edical Paclting Company 
r. Arab Drug Company 
23. El Ameriya Cemenl Company 
24. Tourah Portland Ccmenl 
25. Helwan Portland Cement Company 
Ut. Della Industrial Company 

StJUTu: Pubh; En1erprisc Offa 

Basic policy i~sues • Industrial rationalization versus job aulioa 

In the currcn1 period of transition, during which the dismantling of the public sector's dominance 
of the econom~ is not yet complete, the full benefits of privare enterprise have not ye1 become 
apparent. Thi~ has important political ar.d social implications in a country where the majority of 
lhe popula1i1ln lives at subsistence level:. (with hunger a vivid memory even for those in 
employmenl l and where rhe public sector is a main provider of jam and welfare services. Against 
this background 1he government is well aware that popular discontenl, which has erupted on 
several occa!iions in the ras1 1wo decades, could surface again on a broad scale, and needs 10 take 
rhi!i pos!iihili1~ into con.\ideralion when drafting and implementing the reform programme. 

Ahhough the economic and industrial reforms under way since 1991 arc seen as the means 
towards the h'ng-term creation or new jobs, and ahhough the Social Fund has been cslablished 
specifically ~i1h the idea of providing cmploymcnl 10 1hose adver~ly affccled by lhc radical 
reforms currcn1ly being undertaken, concern continues lo mounl al all levels of Egyptian society 
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about the short- and medium-term dangers of high levels o( un- and underemployment. Official 
figures show that the average rate of uneruployment in the 12 months to September 1992 
amounted to 12 per cent. having risen steadily lo this level over the previous four years. Unofficial 
estimates put the rate of unemployment and the year-on-year increases much higher than the 
official data. however. with one such estimate suggesting that unemployment exceeded 17 per cent 
of the workforce of 18 million in 1993, Wllh the worst rates being roecordcd among the country's 
educated ruth. Underemployment was thougbl lo affect one-third lo one-half of all 
workers.?1 

In view of the limited opportunity for the expansion of employment in either agriculture or the 
government, which under President Nasser had guaranteed jobs for all new graduates, industry is 
widely regarded as the leading sector for futllf'C job creation. Despite the high priority accorded 
to the manufacturing sector as a source of employment generation by the government. lhe rate 
of growth of labour absorption by the sector slowed significantly between the early 1960s and the 
mid-1980s. While employment in manufacturing grew al 9.6 per cenl per annum during the first 
Five-Year Plan from 1960 to 1965, and at 3.7 per cent during the period from the end of fiscal 
1966 to the end of fiscal 1971. the rate dropped to between 2.7 per cent and 3 per cent in the 
1970s and to only 1.6 per cent from 1980 to 1984. This slowdown in the rate of growth of 
manufacturing employment from 1960 to 1984 was due to a combination of causes. including a 
shift of the government's hiring policies in the large public-sector companies. relative scarcities of 
different categories of iabour, movements of wages relative to productivity and wage differentials 
between public and private enterprises. and increased mechanization. especially in the newer 
private-sector companies.301 

Data collected by UNIDO indicate a significant acceleration in the growth of manufacturing 
employment between 1985 and 1990, however, from 917,300 lo 1,109,450. This represents an 
overall increase of 20.9 per ccnl, and implies an annual average increase of about 3.5 per cent. 
Nevertheless, the average number of employees per reporting farm fell over the period, from 167 
in 1985 to 154 in 1990.311 Moreover, although employment in manufacturing increased in 
overall terms between 1985 and 1990, the decline in the average numbers employed per firm may 
be an indication that the newer farms are continuing to favour mechanized production processes 
and that the manufacturing sector can therefore not be expected to continue to generate 
employment on the scale that it bas in the past.321 In addition, the level of bankruptcies in 
industry has also increased significantly since the introduction of the deregulatory economic 
reforms.331 

Finally, it must be noted that the labour force is growing at an average annual rate of 5 per cent, 
even excluding the additional women and children who mighl seek employmen1 in better economic 
conditions. This is well above even the more favourable rates of employmenl growth in 
manufacturing recorded in the second half of the 1980s. In the absence of specific n·::asures 10 
promote joh creation and stimulate the adoption of labour-intensive ralher than capital-intensive 
production technologies in the manufacturing sector, unemployment will therefore continue to 
increase in both the short term and ihe long term. 

The prevailing compromise appears to be one in which the government will continue to delay 
progres.c; on privatization and other sensitive reforms such as taxation and public-sector 
restructuring while continuing to conform to the letter of its agreements with 1he IMF and the 
World Bank. Trade liberali7.alion measures may alMl be implemented more gradually than 
expected, in an effort to protect public-sector companies (especially !hose with high levels of 
employment, such as textiles, or olhers deemed vital to consumers and producers, such as sugar 
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refineries) from the full impad of the rise in imported input costs and competition from lower cost 
(or better quality) imported products. 

Social spending. both by the Social Fund and by the government itself. may be increased in 
response to growing concern about job creation. rising prices and falling living standards. but there 
will be little acquiescence to dcmanck fOI' a complete abandoomcnt of the reform programme. 
However, demands by industrialists for a further reform of the labour laws., including an end to 
the ban oo compuJsory redundancies in state-owned fums and a revision of regulations regarding 
worker compensation in the private sector, arc likely to be resisted. Sboold Islamist violence 
escalate, the government can be expected to resort to stronger means of enforcement to proted 
its reform programme, wbilc al the same time giving way to the militants• demands in other 
spheres. such as in culture and education. 

Industrial policy will. in this sense, continue to be dominated by the themes outlined in the current 
Fnoc-Y car Plan. These include: 

The modernization of industrial capacity and maximization of produdivity; 

An enhancement of the role of the private sector and the rok of market forces in industry 
as a whole; 

An improvement in the quality of domestically produced goods and a reduction in the 
costs of production; 

The promotion of exports and the strengthening of industrial competition m local 
markets; and 

The n.:duction of government expenditure in industry and the encouragement of private 
investment, especially in areas deemed unprofitable for the public sector. 

E. INVESTMENT POLICY 

Background and evolution 

The enactment of Law 43 of 1974 marked lhe beginning of the "infitah", or "open door·. policy 
which encouraged foreign investment in certain export-oriented sectors in view of its beneficial 
effect on the economy. Although this law reflected, in part, the need to find fur.ds to overcome 
the extensive war damage of the preceding eight years, it wai; also aimed at encouraging the trans­
fer of technology to Egypt and the introduction of modern management and marketing techniques. 

As a consequence, private investment doubled. on average, each year during the following decade, 
totalling LE 1 billion by the end of 1983. Inflows of foreign investment set a new record in that 
year. rising to LE 616 million. Arab aid. mainly from the Gulf states, also climbed dramatically, 
from S720 million a year in 1973 to more than Sl.7 billion by 1977.34/ 

Law 159 of 1981, which forms the basis of Egyptian company law, further expanded the incentives 
for investment provided by Law 43 and brought private Egyptian and foreign investors under its 
umbrella, subject to government approval. Under its terms, Egyptian investors operating in 
Egyptian pounds can benefit from most of Law 43 privileges excepl those regarding the 
repatriation of funds and the payment of dividends. 
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The enactment of Law 130 in 1989 further amended the provisions of Law 43. making lhe 
de\-elopmenl of pri\'ate enlerprise a core slralegy of lhe gO\i:mmenl. Unlike Law 43. lhe new 
legislation pcrmined full foreign ownership of companies incorporaled in Egypt and also granted 
the same privileges to projects established entirely with Egyptian capital. Moreo.,-er. these 
pri\'ileges can now be extended. subject to government approval. to companies set up before 1974 
if their capital base has been subse~uently expanded through an increase in shareholders· equity 
or through public share offe~. 35 

In addition. Law 230 increased lhc range and amounl of ta·. exemptions. granted all investors lhe 
right to buy land and proper•:" necessary for their projects and banned lhe nationalization or 
confiscation of private enterprises without due process of law. Debt-equity swaps were encouraged 
a.> a means of enabling foreign creditors to settle claims against Egyptian prvjects. and the General 
Authori\ for lnvt:stment (GAFI) was given sole authority for approval and oversight of 
projects. / The legislation also stipulated that the Authoricy had to announce ib decision on 
any new application v.ithin ::t period of 20 days. 

While many investors, bankers and private businessmen, as well as Egypt'!; mternational donors. 
welcomed the new legislation. criticic;m of some of its aspects, and of CClntinuing bureaucratic 
delays. remained. The IMF and World Bank in particular were concerned about clauses in the 
legislation allowing the government to establish a "negative list" for sectors and areas in which 
investment would be banned, or severely limited. These included energy-intensive industries such 
as petroleum, petrochemicals, natural gas and electricity, as well as activities in the Sinai Peninsula, 
where investment was to be subject to government approval on a case-by-case basis. Investment 
incentives in certain manufacturing projects were also subject to provisions regarding local content. 

Box I. D. General privil~s and guarantees under invrstmeot Law 230, 1989 

- Unrestricted ownership of investment capital 
- Investment projects considered as private sector projects 
- No discrimination with regard to privileges granted under the new 

investment law 
- Right of acquisition of land and real estate 
- Right t'l operate on behalf of third parties 
- No price controls or profit ceiling 
- Guarantees for project assets and funds 
- No expropriation of real estate or property 

Sourct: General Au1honry ror lnva1men1. 

However, since the law's enactment some of 1he more restrictive provhions have hcen cased. The 
negative liM ha'i hcen reduced, and stipulations on local contenl relaxed. Jn July 199'.\ 1he 
government announced that it was abolishing permits for investments in manufacturing. cxcepl in 
certain indu.'itries such as explosives and tobacco, and withdrawing lhe exi.c;ting !ocal conlenl 
regulation!\. These had required domestic manufacturer!\ of household appliance:., 1ractori1, hu!\e!\, 
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medium- and largc-wd trucks. motorcycles. bicycles. diesel engines and electrical motors to hai.'C 
a minimum local content ratio of (JO per cent, while subjecting manufacturers of passenger cars. 
pickup trucks, jeeps and pharmaa::uticals to a ratio of 40 per ccnl. 

The net result of these and other reforms since 1989 bas been a further dramatic rise in foreign 
and private investment. By the end of June 1993 the government had approved 2.151 new projects 
with a lotaJ investment of LE 39.l billion. including LE 22.4 billion in equity capital. according lo 
figures produced by GAA. Of these, 1,751 were inland projects entailing inves!mcnls worth LE 
36 billion (of which LE 20.1 was in the form of equity) and 400 for the country's free zones, worth 
LE 3.1 billion (wilh LE 1.9 billion in equity). 

The number of operational projects al the end of June 1993 stood at 1.362. with another 789 in 
the process of being implemented. The total investment in the operational projeds amounted to 
LE 24.1 billion (of which LE 14.4 billion was in the form of equity capital), while for those due 
to be implemented the figure was LE 15 billion (LE 8 billion equity). 

Between the 1990 and 1993 fiscal years the rate of growth of the number of projects approved by 
the investment authorities accelerated steadily from 6 per cent to 16 per cent. During the same 
period the rate of growth of the value of approved investment projects increased from 6 per cent 
to 15 per cent. 

The GAA figures also show that Egyptians themselves dominate in terms of equity investments, 
accounting for LE 12.9 billion of the total of LE 22.4 invested between 1989 and the end of June 
1993, or about 57 per cent. In addition to confirming the groY-iog confidence of Egyptians in their 
own ec'..lnomy, the figure also reflects the substantial foreign holdings of Egyptian expatriates, 
which many are now repatriating. As the pace of privati7.ations escalates, and as the stock 
exchanges arc expanded, considerably more fund'i for industrial investment could come from this 
source. 

Arab equity investment, mainly from Saudi Arabia and the Gulf states, amounted to LE 4.9 billion 
between the end of June 1989 and the end of June 1993, or 22 per cent of the tot~J. Other foreign 
equity investmenl accounted for 21 per cent of the tolal, or LE 4.6 billion.37/ In the case of the 
USA, for example, there were almost 50 major joint-venture projects in operation in Egypt, 
involving companies such as Xerux, General Motors, Johnson Wax. Pepsi Co and Pfi7er. Car 
firms from Europe, Japan and the Republic of Korea, including Peugeot, Citroen, Opel, Suzuki, 
Isuzu and Hyundai, have also been opening asse.nbly or manufocturing operations in Egypt. 

Privak investment regulations and procedures 

Private investment in Egypt by both foreign and domestic investors is governed primarily hy Law 
43 and Law 230. These laws apply to all fields e;,..:epl the financial sector and non-financial 
services, and specifically lo investments in industry, housing. land reclamation and tourism. 
Foreign investments in industry tend to be in rhe form of joint venlures, although Egyptian 
partners are nol always involved, e.g. in the case of projects involving unique technology. 
Complete foreign ownership is also allowed. Special incentives arc also being given 10 both 
foreign and private inve::iors for projects that arc deemed lo he of social importance or which ha\•e 
the potential for high job creation, especiiilly in poorer regions or impoverished urban districts. 
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The benefits of Law 230 arc that: 

Projects arc classified as belonging to the private sector. hence escaping regulations which 
may apply to public-sector companies (i.e. concerning price controls and profit margins); 

Foreign currency accounts can be maintained; 

Repatriation of capital and profits is guaranteed; 

Import and export controls arc subject to exemptions; 

Foreign. Arab and Egyptian investors arc treated equally (except in the case of 
repatriations and dividends for Egyptian partners); 

Land ownership is possi"blc; 

Funds in locaJ currency made available by debt-equity swaps arc lrcated as forcign­
sourccd investments; 

Approval for projects is required to be given within 20 days; and 

all necessary permits and licences can be obtained through GAA, which can also act on 
behalf of investors in land deals. 

In addition, Law 230 provides several specific tax incentives, including: 

A minimum five-year tax holiday, with up to 10 or 15 years for those establishing 
operations in new industrial free zones, land reclamation schemes, reconstruction areas 
or in new cities; 

An additional rwo-ycar tax holiday if the local content of a manufacturing enlerprisc 
exceeds 60 per cent; 

An exemption from all taxes on income and distributed profits for a period of five years 
from the year following the commcnccmenl of production; 

An exemption of foreign employees from the general purpose taxes associaled with Law 
230; 

The deductibility of business e::pcnscs up lo 25 per ecol of lhc cosl of new production 
equipment, in addition to the usual depreciation allowances; 

The taxation of corporate profits distributed to shareholders solely under the ge.,eral 
income tax, with 50 per cent of all such di5tributions being exempt from tax; 

The taxation of professional income at 18 per cent and 30 per cent; and 

A provi5ion for corporations to deduct an amount equal to their paid-in capital multiplied 
by the rate of intcr~st for savings depo5its declared by the Central Bank from their net 
profits, which are generally taxed at a flat rate of 32 per cent (after any relevant tax holi­
days). 
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Fmancial inccntM:s available under the Law include the following: 

Permission to bring in foreign currency and to obtain it on the local market for the 
payment of goods and sen-ices which require payment in local currency; 

Permission to replenish foreign-currency accounts of companies established under the Law 
by capital investments, loans, purchases of foreign exchange on the exchange markets and 
the proceeds of local and foreign sales; 

Permission to import goods and sema:s, and to purchase foreign currencies; 

Permission for export-oriented enterprises to transfer their net profits abroad up to the 
value of their credit balances in their foreign-currency acwunts; 

Permission for import-substituting enterprises to buy foreign currency on the local market 
and to transfer it o~rseas within limits set by GAA; and 

Permission for expatriate employees to remit up to 50 per cent of their salaries in foreign 
currencies abroad. 

In addition to Law 230, io~tment in Egypt's free-trade zones, which are located in Cairo, 
Alexandria, Port Said and Suez. also provides special incentives. These include: 

Customs exemptions for goods entering <.>r leaving the zones, as well as for instruments, 
machinery and transportation equipment; 

An exemption of these projects, and resulting dividends, from all Egyptian taxes, although 
an annual duty of up to 1 per cent of the value of project goods entering or leaving the 
zone may be assessed; 

An exemption of compensations and payments to foreign employees :n free-trade 1.0nc 
projects from general income tax; 

The applicability of the Law 230 guarantees against nationalization and confiscation of 
assets (except through judicial procedures) to projects in free-trade zones; and 

The exemption of all transactions in free trade zone projects from exchange control 
regulations. 

While free-trade zones have been primarily used in the past by companies seeking to establish 
storage and warehou.o;ing facilities or for mixing. sorting and re-packing operations, the government 
has encouraged the establishment of manufacturing and A..>.o;embly plants in these zones during the 
palil year. In doing so, it has stressed Egypt's beneficial geographical position as a base for export­
oriented production. Free-trade zone projects have attracted particular interest from exporters 
from Europe and the United States servicing the neighbouring Arab and Gulf slates, including 
Saudi Arabia, as well as orhers exporting. or re-exporting. lo Europe and Africa. 
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NOTES TO CHAPTER I 

1/ On the history and politics of Egypt from the end of the Second World War to the 
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II. THE MANUFACTURING SECTOR 

A. GROWlll AND STRUCfURAL CHANGE 

At the time of its independence in 1922 Egypt was primarily an agricultural country, the industrial 
output of which consisted mainly of handiaafts and artisanal products. After independenc:c the 
Banque Mi.v group helped to establish a number of industries, which laid the foundation for the 
development of the country's modem manufacturing sector. This process was supported by the 
introduction of a series of trade policy reforms in 1930 and by Egypt's role as an important allied 
staging base in the Second World War, which stimulated the growth of the food, textile, 
engineering and construction industries. 

The revolution of 1952 heralded a major shift in economic and industrial policy, which was 
formalized in the fust rrve-Ycar Plan launched in 1959. Following the extCD5M nationalization 
of land and private enterprises, a system of centralized planning and resource allocation was 
introduced. Although this resuhed in the a~tion of a large number of state-owned enterprises 
heavily dependent OD government subsidies and investment, the fust f"1ve-Y car Plan proved 
relatively successful. GDP grew al an annual average rate of about 6 per cent in real terms, while 
MVA expanded by about 9 per cent per year during this period. This pace of economic and 
industrial development could not be sustained in the second f"1ve-Ycar Plan (1964-1969), however, 
because of a number of external developments. The rate of GDP and MV A growth is thus 
estimated to have slowed to about 3 per cent per year during this Plan period. 

The advent of a new "open door" policy in the early 1970s heralded a second stage of 
industriali7.atiOD, this time with the involvement, albeit OD a small scale, of private and foreign 
enterprise. During the 1976-1981 f"rve-Year Plan, which was devised as the fust phase of an 
overall 20-Ycar Plan, real GDP growth averaged about 10 per cent per year (see Table 11.1). 
Industry, defined broadly to include mining, manufacturing and utilities, expanded at a particularly 
impres'iive annual average rate of 16.4 per cent in real terms, I/ reOccting a sharp rise in 
investment in response to the new opportunities provided by the change in government policy. By 
1979, this rapid industrial growth had resulted in the share of industry in GDP surpassing that of 
agriculture for the fiHt time, with the former amounting to 30.5 per cent and the laller to slightly 
less than 21 per cent. 

Much of this investment wa~ concentrate<! in the hydrocarbon industries, as a result of which the 
mining and quarrying industries accounted for mosi of lhe growth of the industrial sector during 
this period, with MVA growing at about 7 per ecol per year. By 1981, the share or industry in 
GDP bad risen to almOSI 33 per cent. Within the industrial sector the share of the mining and 
quarrying industries increased from a mere 13.3 per cent (representing 2.9 per ccnl or GDP) in 
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1975 to 57.4 per cent (or 18.8 per cent of GDP) in 1981. with the share of MVA declining from 
almost 79 per cent (17.4 per cent of GDP) lo less lhan 40 per cent (13 per ccnt of GDP). 

Tabk 11.1. Ceatrillatioa el illdll5trJ to die utiaul ec.omy. 1976-1992 

COllbined 
Year CDP Agriculture industry llining """ Utilities Other 

A. CDP .,,.t11 b.r sectar (Pen:abge dlmge at cmsu.t 1• fKtlr cast) 

1976 14.6 1.3 17.3 40.5 7.7 34.8 20.9 
1977 11.3 -2.8 21.4 52.2 6.7 9.0 13.l 
1978 9.5 5.6 25.6 54.7 5.7 12.4 2.6 
1979 9.7 4.1 14.9 21.7 7.8 15.6 8.9 
1980 11.0 3.5 9.6 10.5 9.2 1.6 14.9 
1981 4.0 1.8 25.6 45.0 3.9 1.6 -9.l 
1982 21.3 4.0 -12.7 -35.0 24.5 -18.5 58.9 
1983 7.4 2.8 10.l 14.4 6.4 10.4 7.4 
1984 6.0 2.1 9.5 10.6 8.2 15.4 5.4 
1985 6.6 3.3 3.9 l.O 6.4 10.4 8.8 
19il6 2.7 2.1 1.0 -2.l 3.5 6.7 3.7 
1987 4.2 2.1 6.1 4.4 7.3 10.l 3.8 
1988 5.4 2.5 6.5 5.2 7.5 7.4 5.6 
1989 5.1 2.0 1.6 3.8 -1.4 Z8.7 7.5 
1990 7.6 1.7 25.1 7 .9 39.3 32.6 0.5 
1991 3.1 6.9 1.0 6.6 -1.1 -30.2 3.6 
1992 7.8 11.5 8.9 7 .6 9.3 21.4 6.4 

I. Distribati• of CDP bJ sectar (Pll'clllbge sllm'e at cwrat fKtlr cost) 

1975 100.0 29.0 22.l 2.9 17.4 1.7 48.9 
1976 100.0 28.3 21.7 4.0 16.l 1.6 50.0 
1977 100.0 27.l 22.5 6.2 14.9 1.4 50.5 
1978 100.0 25.3 22.9 6.,... 14.6 1.3 51.8 
1979 100.0 20.9 30.5 15.8 13.6 1.1 48.6 
1980 100.0 18.3 32.l 17.0 14.3 0.8 49.7 
!981 100.0 20.1 32.7 18.8 13.0 0.9 47.2 
1982 100.0 19.6 29.3 15.4 13.3 0.6 51.1 
1983 100.0 19.6 30.0 16.1 13.2 0.7 50.4 
1984 100.0 20.1 28.5 14.5 13.2 0.8 51.5 
1985 100.0 20.0 28.2 13.8 13.5 0.8 51.8 
1986 100.0 20.8 26.9 12.6 13.3 l.l 52.3 
1987 100.0 17.7 27.3 9.2 16.8 1.4 55.0 
1988 100.0 17.2 27.8 8.1 18.2 1.5 55.0 
1989 100.0 16.9 27 .8 7.4 18.8 1.5 55.4 
1990 100.0 16.4 26.8 7.2 18.0 1.6 56.8 
1991 100.0 16.0 24.6 6.1 16.9 1.7 59.4 
1992 100.0 16.5 25.0 6.1 17.1 1.9 58.6 

SOfllC~: UNIDO. lndllllrial Dcftlopmcnt lt.evlcws lnfonna1iori Bise. 

lndu.~ry's share of GDP declined in subscqucnl years. however, and nuctualed around 27-30 per 
cent between 1982 and 1989. The implicil slowdown in the rate of indUSlrial grOWlh 10 
approximately the pace of overall GDP growth was prompted by a combination of factors, 
including lhe growth of public·sector debt and the associated shortage of foreip exchange for 
imports. a shift or foreign invcslmenl from indUSlrial to tourist projects, and the decline in 
dorncscic demand caused by the fall in world oil prices. The effcels or these devdopmen1s were 
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reinforced ~ the completion of the major investment s;rojccts launched in earlier years in the 
hydrocarbon industry, as a result of which the relative importance of the mining and quart)ing 
industries declined while that or the manufacturing industries gradually increased. By 1989 MV A 
accounted for ahout 65.6 per cent or industrial output. and mining and quarrying for 29.I per ecol. 

The new economic reforms or the late 1980s and early 1990s stimulated a rene"A-cd acceleration 
of industrial growth. A partk.--ularly strong surge was recorded in 1990. ,.,.hen the industrial sector 
as a whole expanded hy :!5.1 per cent in real terms. "Aith MVA expanding by 393 per cent and 1hc 
mining and quarrying industry by 7.9 per cent. Despite this strong growth performance in 1990, 
however, the continued development or other economic sectors during the 19HOs resulted in a 
further decline in the share of the industrial sector in GDP to :!5 per cent by JC)Q:!_ v.ith MVA 
accounting for more than AA pcr eccl of total industrial outpul. 

Structural ~ 

As a result of the comparatively early bcginniDg." of Egypt"s industriali7.a1ion process, lhe country 
had already acquired the capacit} 10 produce an enen.'iive range of manufae1ured products by the 
earl~- 1950s. At 1hc time or lhe 1952 revolution Egyprs manufacturing sector was thus capable of 
producing a \"ariely or proces.~d foods and bc\·eragcs. cigaretle~ textiles. building ma1enab and 
chemicals. Despite some di'iruptions and setbacks in subsequent years. the production of most of 
these: processed and/or manufactured good'i ha.'i advanced considcrahl~- during the pa.'it four 
decades. 

The range of manufactured good-; p:-oduced in Egypt ha.'i also increased significantly in this period. 
In the food, bc\·erages and tobacco sector, new products introduced include nun-alcoholic beer and 
tohacco produ1..1s other than cigarettes. pa'ileuri7.cd milk and canned sardines. Wool textiles ha'l•e 
been added to the spinning and wea\.;ng industries, which were traditionally hascd on cotton, while 
the output of synthetic textiles, jute yam and jute textil~ as well as blankets and rug.'i ha.c; 
increased substantially. ~everal products have also been added to the output of the building 
material industri::s, including safety gla'i.'i, ceramics and sanitary appliances. while the range of 
domestically manufacturl'd chemical products ha.'i been expanded to include insecticides, ferro­
silicones. t)Tes, tubes. pencils. and several varieties of fertili7ers. 

A particularly oulstandin~ feature of Egypt's indu.'itrial diversification has been the development 
of the hydrocarbon. engineering. metalw,>rking and electrical products industries. Although Egypt 
produced small quan1irics of fuel oil. gasoline, kerosene, a\ialion fuel, gas and diesel oils, hutane 
gas and asphalt in the earl~ l'J50s. th1:. inJu.'itry has eltpcrienced dramatic growrh since then as a 
re:-.ulr of the expansion of crude oil and natural gas eltJ>loration and production. In the 
engim:ering. metalworkin~ and electrical goods sectors. meanwhile, lh.: country's production of 
metal structures. metal furniture. river lughoats, centrifugal pumps, lead products, reinforced steel, 
nails. anumulators. electric hulhs and hcrgman tut:cs had hcen supplemented hy a large \ariety 
of n~-y. industrial productc, and consumer g<KKis during the past 40 years. These include srecl 
hillct•., ~ .. rtionc,, and cac,ting.<;; wire and wire mesh; hutaga1 stoves and rnnlaincrs; high pressure 
pipn; diesel engines; c;1r\, trucks, huses. tractors and railway wagons; air condi1ioners. rcfrillerators 
and w;sshin~ machincc,; 'c"'in~ machines; water meters and heaters; electrical meters and heaters; 
radi11 and lclc\i~ion sci'; dr) halleries and imularcd and non-insulated cahlcs. 

1\ further indication of thl· Mruclural changt·c; experienced hy the manufacturing sccror in Egypt 
is pro\'ided hy dara on the distrihurion o( MVA hy miijor hranchcs hclwecn 1'>75 and 1990 
compiled hy lJNIDO (Sec Tahlc II.:!). Whik confirminiz rhar rhc food-proccs<iing and textile 
indu'>tries together continue lo acrnunr for rht· hulk of F~yph M\"A, rhc .. t: data show a marked 
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decline in lbc share of MVA accom1lcd for by lhc leXlik industry and. cspcciaDy in 1989. a 
dramatic increase in lbc share of lbc petroleum-refining industJ}._ Abstractiag &om some 
incvilablc year-to-year fluctuations, lbcy also show lbat the rclatiw: shares of most Olhcr branches 
have remained broadly unchanged. 

Table 11.l. Stnc:tme fJl ............. ..a. Mded. 1975-1990, sda:kd )'DI'S 

(PcrCCDtage) 

Branch 1975 1980 1985 1986 1987 1988 1989 1990 

food products 12.21 17.43 14.33 17.03 7.68 22.09 13.32 13.18 
Beverages 1.69 0.80 2.42 3.76 2.63 1.82 1.37 I.37 
Tobacco manufactures 4.45 1.17 4.47 5.12 3.19 3.53 2.52 2.49 
Textiles 32.22 28.60 11.35 18.29 16.01 15.46 21.40 21.11 
Wearing apparel other 

than foot.ear 0.56 0.33 0.52 0.62 0.50 0.61 0.49 0.49 
Leather and leather 

substitutes 0.41 0.15 0.23 0.48 0.61 0.23 0.17 G.11 
Leather f ootwar I.07 1.25 0.31 0.45 0.79 0.50 0.51 0.52 
Wood and cork products 

excluding furniture 0.56 0.50 0.81 0.40 1.33 0.56 0.23 0.23 
furniture and fixtures 

of wood 0.41 0.38 0.65 0.43 0.47 1.39 0.15 0.16 
Paper and paper products 3.21 2.40 2.57 I.83 2.0G l.19 1.40 1.39 
Printing. publishing and 

allied industries 2.15 2.22 3.43 2.50 0.67 1.45 1.52 1.51 
Industrial chellicals 2.58 3.90 4.93 4.88 3.55 3.14 4.04 4.00 
Ion-industrial chellicals 5.75 4.92 6.99 6.38 6.13 6.16 4.75 4.71 
Petroleia refineries 2.25 2.25 2.00 2.29 l.86 2.08 16.74 17.32 
"iscellaneous IK'Oducts of 

petroleia and coal 2.29 3.44 2.65 2.41 1.87 1.12 1.06 l.06 
Rubber products 1.74 0.70 0.93 0.69 0.61 0.42 0.41 0.41 
Plastic products l.33 l.89 -0.70 3.12 3.50 l.85 0.97 0.97 
Pottery. china and 

earthware 0.39 0.34 0.39 l.24 0.47 0.76 0.71 0.71 
Glass and glass products 0.78 0.98 0.75 l.07 1.41 0.73 0.78 0.79 
Other non-metallic •ineral 

pruducts 4.18 4.43 5.66 6.36 7.45 7.37 4.88 4.83 
Basic iron and s~eel 

industries 2.74 4.99 3.35 1.69 1.26 5.32 5.23 5.18 
Basic non-ferrous 11etal 

industries 1.83 3.63 9.50 4.91 8.85 8.00 2.96 3.01 
Metal products excluding 

llilChinery and equis-nt 3.48 2.38 3.22 3.60 5.50 3.96 3.97 3.94 
llon-electrical 11achlnery 3.21 3.04 2.83 1.55 4.71 3.68 2.70 2.67 
Electrical 11achinery, 

apparatus and appliances 4.38 3.92 6.15 4.36 6.44 2.21 4.27 4.27 
Transport equip1ent 3.82 3.65 3.61 4.02 9.43 3.53 3.05 3.05 
Professional and scientific 

equis-nt 0.12 0.24 0.44 0.31 0.99 0.75 0.27 0.28 
Miscellaneous 11anufacturi!1CJ 0.19 0.08 0.21 0.21 0.09 0.10 0.12 0.15 

Taul mnufacturtng 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Souru. t;!lt100, lndusmal 1>cve1opmcn1 Re\l1CW5 lnfonna11on n.sc. 
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Fig. II.A. Structure of manufacturing 
value added, 1975 and 1990 
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Data on employment in Egypt are difficult to obtain, particularly for the manufacturing sector. 
The only consistent official data series available, published by the Ministry of Planning, classifies 
the number of employees into "production services" (covering transport and communication, the 
Sue7. Canal, finance, trade, insurance, tourism, hotels and restaurants), "commodity sectors" (such 
as agriculture, mining and factories, petroleum and petroleum products, electricity, housing and 
construction) and "social services". No separate category is given for manufacturing industry a'i 
a whole. 

The Ministry of Planning figures show that total employment in the 1992 fiscal year reached an 
estimated 13.9 million, of whom 4.6 million were employed in agriculture, :!.5 million in 
government services and social insurance, 1.9 million in industry and mining. 1.5 million in trade, 
finance and insurance, 1.4 million in personal and social services and 911,000 in conMruction. 
About 38,000 people were employed in the oil and petroleum products sector, with the remainder 
in tourism, hotels and restaurants, electricity and public utilities.21 

Agricullure and services therefore provide the overwhelming ~urce of jobs for Egyptians despite 
the advances made in industrial development during the past four decades. Un- znd 
underemployment is high: the government estimates it may amount to as much as 15 per cent, but 
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independent analysts suggest that it may be around 20 per cent or even higher. Under these 
circumstances, emigration has been a traditional outlet, particularly for skilled workers, 
professionals and technicians. About 2-3 million Egyptians were thought lo be working abroad 
in fL~ 1992. including aboul 850,000 in Saudi Arabia and possibly I million in lhe Libyan Arab 
Jamahiriya.3/ 

Fig. 11.B. Structure of manufacturing 
employment, 1975 and 1990 
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Dala on lhe distribution of the industrial labour force by subsector show that such lraditional 
activities as textile production and food processing remain the most important sources of 
manufacturing employment (see Table 11.3). As in the case of MVA, however, the share of total 
manufacturing employment held by the textile industry bas declined from abour 39 per cent in 
1975 to 26 per cent in 1990. At the same time, the share of rl c food processing industries has 
increased from 15 per cent to about 18 per cent. These develo.lments ir.tply that while the food 
processing industry maintained a steady rate of employment growth cf 3.9 per cent per year during 
1975-1990, employment levels in the textile industry remained lar~ely unchanged in absolurc rerm!'> 
over this period, fluctuating for the most part in a relatively narrow ran!(e between 2Xfl,1100 and 
305,000. 

With the exception of the transport equipment industries, which increased their ~hare of 
manufacturing employment significantly, the relative contribution of most other industrial branches 
to manufacturing employment recorded no marked chan~c between 1975 and 1990. Even the 
pelroleum refining and chemical products industries experienced only a modest increase in their 
share of total manufacturing employment from 11 per cent to tJ per cenl during this period, 
de!lpitc lhe significant increase in their contribution to MVA indicated above. This implie~ a 
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comparatively steady and balanced increase in employment levels throughout the manufacturing 
sector, with employment growth in all branches proceeding at broadly similar rates. 

Table 11.3. Structure or manufacturing employmmt, 1975-1990, sdcc:kd )Uf'S 

(Percentage) 

Branch 1975 1980 1985 1986 1987 1988 1989 1990 

Food products 14.67 15.79 16.16 16.37 17 .57 17.07 17.80 17.72 
Beverages 1.44 1.24 2.30 2.00 2.18 2.15 1.83 1.83 
Tobacco 11anuf actures 2.00 1.82 1.79 1.86 1.68 1.65 1.66 1.65 
Textiles 39.02 35.16 29.12 29.35 27 .61 26.15 26.03 25.91 
Wearing apparel other 

than fooblear 0.88 0.52 0.88 1.12 1.31 1.55 2.02 2.03 
Leather and leather 

substitutes 0.49 0.38 0.36 0.39 0.39 0.33 0.30 0.30 
Leather f oot..ear 0.83 0.82 0.83 0.87 0.98 0.93 1.13 1.14 
Wood and cork products 

excluding furniture 0.67 0.82 0.89 0.74 0.95 0.76 0.73 0.73 
Furniture and fixtures 

of tllOC>d 0.55 0.44 0.55 0.58 0.88 0.85 0.57 0.59 
Paper and paper products 1.91 1.52 3.02 1.43 1.48 1.42 1.68 1.68 
Printing, publishing and 

allied industries 1.74 2.33 2.53 2.27 2.06 2.17 l.69 1.68 
Industrial chellicals 3.19 4.28 5.69 4.80 4.28 3.88 4.29 4.26 
Non-industrial chemicals 4.05 4.23 4.64 4.50 4.96 4.73 4.27 4.25 
Petrole1111 refineries 1.42 1.27 1.29 1.31 1.23 1.52 1.60 1.67 
"iscellaneous products of 

i.70 petrol e1111 and coa 1 0.60 0.74 0.69 0.66 0.64 0.62 0.63 
Rubber products 0.70 0.61 0.64 0.67 0.65 0.63 0.69 0.70 
Plastic products 1.00 1.35 1.82 1.63 1.61 1.63 1.74 1.76 
Pottery, china and 

earthware 0.36 0.32 0.44 0.87 0.63 0.82 0.79 0.80 
Glass and glass products 1.44 I.38 1.33 1.27 1.39 l.37 1.28 1.29 
Other non-metallic •ineral 

products 3.50 4.38 4.39 4.37 4.06 4.03 4.32 4.31 
Basic iron and steel 

industries 5.46 5.37 4.98 5.11 4.53 4.45 4.70 4.68 
Basic non-ferrous metal 

industries I.61 3.00 2.85 3.54 2.70 2.58 1.92 1.97 
Metal products excluding 

machinery and equip11ent 3.65 3.34 3.67 3.73 4.13 3.58 4.31 4.31 
Non-electrical 11achinery 2.27 2.17 2.21 2.40 3.18 3.71 3.57 3.56 
Electrical 11achinery, 

apparatus and appliances 2.35 2.58 2.53 2.47 2.74 2.82 3.16 3.18 
Transport equip!leflt 4.05 3.92 3.67 4.86 5.26 7.50 6.52 6.55 
Professional and scientific 

equipment 0.03 0.15 0.56 0.62 0.78 0.88 0.63 0.66 
"iscellaneous 111anufacturing 0.15 0.09 0.16 0.17 0.13 0.20 0.15 0.19 

Total mnufacturtng 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

SOUTC~: UNJDO, lndus1rial Dcvctopmen1 RLvicws lnrorm111on Base. 
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Wages and salaries 

As with other employment statistics, information on industrial wages and salaries in Egypt is 
extremely limited. Howc\'Cr, Ministry of Planning figures show that wages in industry (including 
mining) amounted to LE 4.9 billion in the 19'J2 fiscal year, more than double the LE 2.3 billion 
figure recorded fl\'C years earlier in fiscal 1987 (see T3ble 11.4). During the same period, the 
number of workers employed in the sector rose by only 22.5 per cent to 1.9 million at the end of 
fiscal 19'J2. Wage costs per employee in industry and mining thus inacased by about 11.8 per cent 
per year in nominal terms from LE 1,484 in fiscal 1987 to LE 2,588 in fascal 19'J2. At the end of 
this period, they accounted for 14.4 per cent of the total wages paid to the entire labour force and 
for just under 36 per cent of those paid to workers outside the service sectors. 

Table 11.4. Wages by sector, 1916/1987·1991/1992 
(Million LE at current prices) 

Percentage 
change 

1986/ 1987/ 1988/ 1989/ 1990/ 1991/ I 1986/1987 -
Sector 1987 1988 1989 1990 1991 1992a 1991/1992 

All sectors 16.379 19.617 22.453 25.820 29.830 34.247 109.1 
ec-odtty sectors 6.661 7.813 8.989 10.328 n.81i8 13.648 105.4 

Agriculture 2,663 3, 116 3,535 4,000 4,530 5,191 94.9 
Miriing and 

manufacturing 2,305 2,700 3,135 3,640 4,225 4,922 113.5 
Petrolet11 and 

its products 208 244 287 337 395 455 118.8 
Electricity 195 233 277 331 396 475 143.6 
Housing and 

construction 1,290 1,520 1,755 2,020 2,322 2,641 104.7 
Pnlduct ion services 3.8l6 4.7&2 5.500 6.393 7.471 8.736 127.7 

Transportation, 
c<J111Unication 
and Suez Canal 1,056 l.24i 1,457 1,709 2,005 2,354 122.9 

Finance, trade 
and insurance 2,507 3,278 3,763 4,360 5,090 5,945 100.2 

TouriSlll, hotels 
and restaurants 210 242 280 324 376 437 131.3 

Socta 1 services 5.882 7.042 7.964 9,099 10.491 11,827 101.1 
Housing 94 108 124 142 163 187 98.9 
Social and personnel 

services l,263 1.479 1,679 1,909 2.182 2,505 98.3 
Public utilities, 

social insurance 
and governnent 
services 4,525 5,455 6, 161 7,048 8,146 9,135 101.9 

Sourct: Ministry of Plannin1. 

•I Preliminary fiprcs. 
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An inter-sectoral comparison of wage growth during the five-year period from fiscal 1987 to fiscal 
1992 shows that wages in industry and mining increased by 113.5 per cent in nominal terms. 
Though falling short of the increases recorded in the electricity and petroleum-refining industries. 
this figure exceeded the increases in most other activities included in the "commodity" sector, 
where the average wage increase during this period amounted to only 105.4 per cent. The rate 
of increase in industrial wages between the 1987 and 1992 fiscal years also compared well with the 
101.1 per cent increase in the "social services" sector. although it fell short of the increase in the 
"production services" sector, which was buoyed by strong wage increases in tourism-related 
activities. 

The rol~ of WODl\!n 

Female labour participation in Egypt is relatively low. The latest estimates published by the 
International Labour Organi7.ation (ILO) indicate that the economically active share of the total 
female population aged above 15 years amounted to 30 per cent in 1989.4/ To the eXlent that 
women have emered the labour force, this is believed to have been due mainly to the inability of 
the incomes earned by the male members of their households to meet the rising costs of living, 
or because of a shortage of male labour due to the high rate of emigration to neighbouring oil­
producing countries. 

The ILO data indicate further that the share of females employed in manufacturing industry in 
1989 amounted to a mere 17.6 per cent (see Table 11.5). A more detailed breakdown of these 
data shows that women played a particularly important role as unpaid family workers, accounting 
for 72.4 per cent of that category of the manufacturing labour force.- Their representation in the 
category of employers and own-account workers wao; much lower at 22.8 per cent, and in the 
category of employees still lower at only 8.8 per cent. 

Additional data on employment by sex is available for public-su:tor enterprises. These statistics, 
compiled by the Ministry of Planning. show that the number of women employed in state-owned 
industries rose by only 10,000 between January 1987 and January 1992, from 157,000 to 167,000 
(see Table 11.6). This modest increase in the number of women employed in public-sector 
industries was accompanied by a similarly small increase in their share of the workforce in these 
industries, from 12.2 to 12.4 per cent.51 

Some efforts have been made by the government to raise the level of female participation in the 
la hour force. The Third Five-Y car Plan, which ends on 30 June 1997, makes special reference 10 

the expansion of the role of women in the economy and alle>ccites LE 4.1 billion for this purpose. 
Women's access to education is also being increa5ed gradualJy despite the existing cultural and 
social constraints, which :nclude comparatively early marriages and pregnancies. Primary and 
preparalory education i5 compulsory and free of charge for hoth male and female students, and 
the number of females enrolled in these 5chools increa5ed by about 74 per cent between the 
1986/87 and 1991/92 school years. During the 5amc period, the number of female~ enrolled in 
secondary schooli; and technical institute!'> increai;ed by about 25 per cent and 48 per cent 
respectively. 
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1- Table 11.5. Labour rorce by ladustry, status and sex, 1989 :it g- (Percentage share) :I " .. 

f ;" 
0. 

i Transportation 
i 

Agri cu lture1 / Mlnlnga/ Constructlon1 / Ut 11 It I es1 / Tradea/ 
and Financial Other l 3 

Manufacturing cannunlcatlon services services 

~ 
r;q 

5 E11Ployers and a ft a.int-account workers 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
:! Hale 74.4 100.0 77.2 100.0 62.5 83.9 99.5 98.4 98.3 ~ 
0 Fe111!e 25.6 - 22.8 - 37.5 16.1 0.5 1.6 1.7 i 
:I 

Paid mplo)'Ent 1:r 
Ii 

~- and ..age earners 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Hale 89.2 96.7 91.2 97.8 89.9 86.5 91.8 78.9 72.2 
Fe111Je 10.8 3.3 8.8 2.2 10.1 13.5 8.2 21.1 27.8 

Upaid f111ily workers 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Hale 36.4 - 27.6 100.0 - 62.5 91. 7 100.0 89.1 
Fe111le 63.6 - 72.4 - - 37.5 8.3 - 10.9 

A11 categories 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Hale 58.9 96.8 82.4 98.3 88.8 82.3 94.1 81.9 73.9 
Female 41.1 3.2 17.6 1.7 11.2 17.7 5.9 18. l 26.1 

s~~: Jn1ema1ional Lllbour OrpnlZlllion, Yealbook of Lllbour S1a1is1ics, 1993, Table 211, pp.SO.St. 

a/ Agriculture includes fishing. 
Mining includes qArying. 
Utilities i11dude electricity, ps .nd Mter. 
Tnidc includes wholeule and retail trade, hotels and restaurants. 
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Number of ~plOYftS in the goftnlmnt and basinas sector by SO. 1987-1992 
(Thousands) 

fear Sex Ntlllber of anployees 

1987 Kale 1,135 
Fmale 157 
Taul 1,292 

1988 Kale 1,137 
Female 156 
Taul 1,291 

1989 Kale 1,156 
Female 15~ 
Taul 1,115 

1990 Kale 1,179 
Female 166 
Total 1,345 

1991 Kale 1,182 
Female 164 
Taul 1.346 

1992 Kale 1,183 
Female 167 
Total 1.350 

Source: Minislry or Planning 

C. PRODUCTIVl'IY AND PERFORMANCE 

Output 

Dara compiled by UNIDO show lhat the share of value adde<I in the gross oulpul of lhe 
manufacturing sector has risen significantly since the mid-1970s, from 26.6 per cent in 1975 to 31.4 
per cent by 1990 (see Table 11.7), implying a corresponding decline in the proportion of inpul costs 
in total outpul value. A particularly sharp increase was achieved in 1988, with the share of MVA 
:n grms output fluctuating in a narrow range around 26 per cent during most of the earlier period. 
A slightlj higher share, of belween 28 and 29 per cent, was recorded in 1977 and in lhe three-year 
period from 1983 lo 1985. 

The average figures for the manufacturing sector as a whole conceal 'iOme significant varialions 
between induslrics. Parlicularly 11trong growth wa11 recorded by parts of the metallurgical and 
engineering induslries, indicaling the increasingJy sophisticated nature of the goods they now 
produce. The food and tobacco processing industries recorded a similar improvement in 
performance, as did lhe leather, industrial chemicals and petroleum refining industries. By 
contra!it, the share of MV A in the gross outpul of the beverages, garmcnls, paper, rubtc1· and 
pla!itic products, electrical and non-electrical machinery and profes.c;ional equipment indu!ilrie!i 
declined, largely as a result of lhe increasing u11e of belier and more coslly inpuls, bolh 
domestically produced and imported. 
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Table 11.7. Share or MVA in gross output, 1975-1990, selected )'DI'S 

(Percentage) 

Branch 1975 1980 1~5 1986 1987 1988 1989 1990 

Food products 15.21 21.43 21.93 22.66 10.80 33.66 20.23 20.23 
Beverages 36.53 18.07 34.57 39.60 33.33 31.49 29.91 29.91 
Tobacco .anufactures 12.35 4.72 20.28 22.37 16.60 27.23 32.36 32.36 
Textiles 40.42 36.46 31.98 31.08 27.19 33.77 39.79 39.79 
Wearing apparel other 

than footwear 28.19 18.51 25.31 27.08 15.n 20.83 17.62 17.61 
Leather and leather 

substitutes 16.66 12.80 22.51 37.74 50.00 29.17 23.66 23.65 
leather footwear 33.87 55.37 19.35 23.75 35.49 32.38 43.81 43.81 
Wood and cork products 

excluding furniture 27.72 22.9! 24.61 27.42 47.74 34.93 19.98 19.98 
Furniture and fixtures 

of wod 34.26 22.55 35.71 22.50 22.22 49.61 19.96 19.94 
Paper and paper 

products 31.17 23.97 29.55 25.58 25.69 19.29 20.35 20.35 
Printing, publishing 

and allied industries 33.78 29.92 40.74 27.85 11.25 29.53 28.40 28.40 
Industrial chellicals 18.88 23.82 30.06 28.08 22.70 26.71 27 .53 27.53 
Non-industrial chetlicals 24.71 20.53 26.35 22.71 20.49 24.33 22.51 22.51 
Petrolet111 refineries 46.31 50.43 45.56 48.73 44.98 53.09 59.69 59.69 
Miscellaneous products 

of petroletJD and coal 21.93 30.23 35.66 33.78 31.61 24.17 24.12 24.12 
Rubber products 49.28 24.33 36.74 27 .62 25.56 21.23 21.66 21.66 

·~ Plastic products 37 .13 29.64 -9.06 34.43 35.53 25.26 15.28 15.28 
Pottery, china and 

earthware 54.80 45.35 45.46 39.10 31.71 32.86 31.03 31.03 
Glass and glass products 32.87 40.64 41.43 44.56 40.42 33.00 33.37 33.37 
Other non-11etallic 

mineral products 37.81 34.09 36.03 33.46 34.71 44.28 37.24 37.24 
Basic iron and st~l 

industries 12.08 21.41 19.55 12.37 7.75 29.49 26.34 26.34 
Basic non-ferrous metal 

industries 22.34 17 .83 67.53 34.39 46.72 45.04 27 .72 27.72 
Metal products 

excluding .achinery 
and equipllll!llt 33.33 23.81 29.88 31.07 37.01 37.86 35.60 35.60 

Non-electrical .achlnery 41.31 35.89 27.39 12.43 31.48 28.11 31.20 31.21 
Flectrical .achinery, 

apparatus and 
app 1 ·1 ances 40.92 26.28 38.29 29.76 39.14 22.26 33.35 33.35 

Transport equipll!flt 28.32 18.72 22.90 24.35 52.67 22.97 31.35 31.35 
Professional <ind 

scientific eciulpnent 77.83 :;i .15 34.70 31.71 36.91 45.03 32.24 32.24 
Miscellaneous 

1111nufacturlng 21.99 19.30 23.53 27 .28 17.85 13.8Sj 19.64 19.63 

Total mnufacturtng 26.60 25.33 28.97 27.05 26.36 32.22 31.32 31.41 

Source· UNIDO, Industrial Development Rcview1 Jnfonr.a:i...- · , -• 
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Table 11.8. U.... productmty ia -llfacbuiac. 19'15-1990, sek ckd ,an 
(Index: 100 = total manufacturing) 

Branch 1975 1980 1985 1986 1987 1988 1989 1990 

Food products 83 110 89 104 44 129 75 74 
Beverages 118 64 105 188 120 85 75 74 
Tobacco 11a11Ufactures 223 64 250 275 190 214 152 151 
Textiles 83 81 60 62 58 59 82 82 
Wearing apparel other 

than footwear 64 64 59 56 38 39 24 24 
leather and leather 

substitutes 83 39 65 122 155 70 58 57 
leather footwear 129 153 38 52 81 53 45 45 
Wood and cort products 

excluding furniture 84 62 90 55 140 74 31 31 
Furniture and fixtures 

of .aoct 75 87 119 73 53 164 27 27 
Paper and paper 

products 167 158 85 128 136 84 83 83 
Printing. publishing 

and allied industries 124 95 136 110 32 67 90 90 
Industrial chelicals 81 91 87 102 83 81 94 94 
!Ion-industrial chelicals 142 116 150 142 124 130 111 111 
Petroledll refineries 158 177 155 175 150 137 1.046 1.040 
"iscellaneous products 

of petrolet11 and coal 380 466 380 347 285 175 l7l 170 
Rubber products 249 115 145 103 95 66 59 59 
Plastic products 133 140 -39 I9l 217 113 55 55 
Pottery. china and 

earthware 110 107 89 143 75 93 89 89 
Glass and glass products 55 71 57 85 101 53 61 61 
Other non-11etallic 

•ineral products 119 101 129 145 184 183 113 112 
Basic iron and steel 

industries 50 93 67 33 28 119 lll lll 
Basic non-ferrous metal 

industries 113 121 334 139 328 310 154 153 
Metal products 

excluding 11achinery 
and t'quipment 95 71 88 96 133 111 92 92 

Non-electrical 11achinery 141 140 128 64 148 99 76 75 
Electrical 11achinery, 

apparatus and 
appliances 186 152 243 177 235 79 135 134 

Transport equipment 94 93 98 83 179 47 47 47 
Professional and 

scientific equip!llent 436 162 79 so 127 85 43 43 
"iscellaneous 

111anufacturlng 125 83 127 124 69 49 78 78 

Tout mnutKturing 100 100 100 100 100 100 100 USO 

So11rc~: UNIDO. lndus1rial Oaielopmcn1 Reviews lnfonna1ion Bue. 
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Labour prodlldimy 

Efforts to measure the growth of labour productiviry in Egypt's manufacturing sector arc 
constrained by serious data limitations. Ia the face of these COOSlraints, the best available 
estimates compi!ed by UNIDO suggest that labour productivity, measured as MVA per employee, 
recorded a real annual average growth rate of about 3-4 per cent between 1980 and 1990. As in 
the case of Table 11.7, however, this a"VCragc figlarc for the manufacturing sector as a whole hides 
considerable differences bctwccn individual brancbcs, with many branches having recorded 
significanrly higher and others significantly lower rares of growth in labour productivity. 

Although the available clisagrcgated branch-specific estimates of labour productivity growth 
appear less than entirely reliable, an indicatioo of this inter-branch variation is provided by the 
data in Table II.8. This prcscnls inter-branch comparisons of labour productivity for selected years 
from 1975 lo 1990, with the average labour productiviry for the manufacturing sector as a whole 
in each year being used as a basis for comparison. These data show that labour productiviry in 
such essentially labour-intensi'VC industries as texlilcs, garments, leather products, ~ products 
and motor vehicle assembly remained well below the a-.rcrage for the sector as a whole throughout 
the period under review. Similarly, levels wdl above 1he sector a\'Crage were recorded in the 
highly mechanized or capital-intensive industries, such as tobacco processing, the production of 
non-industrial chemicals, pclroleum refming. the manufacture of pclrolcum-bascd products and 
non-metallic mineral products (principally cement) and the processing of non-ferrous metals. 

Significanl inter-temporal changes in relative iA!x>ur productivities were recorded in mosl cases, 
howe\'Cr. These were particularly evident in the case of beverages. leather foorwcar, paper and 
printing, rubber, pottery, iron and steel, and professional and scientific equipment, where labour 
productivities inaca-;ed ~rom well below the prevailing sector average to ~u above it between 
1975 and 1990, and vice versa. The recorded imprO\'Cments in labour productiviry were due 
principally to increased invcslment in modem production technologies and a di\'Crsification of the 
product range to include an increasing number of commodities with a higher degree of value 
added. The relative deterioration of iabour productivities in other industries during this period 
reflected not only their inabiliry to attract similar lcvclc; of investment in new plant and equipment, 
but also shortages of raw materials, O\'Crmanning (parti ... "Ularly in state-owned factories), inadequate 
training of workers, poor management and an inefficient organization of production.61 

Profitability 

Allhoagh the rapid pace or economic and financial liberali7..alion is prompting manufacturing 
enterprises in Egypt to take steps to increase their international competitiveness, the general level 
of profitability in the manufacturing sector remains relatively low. Data compiled by UNIDO 
indirate that the share of gross profits in total MVA more than douhled between 1975 and 1990. 
from 12.6 per ecol to 25.8 per cent (sec Table 11.9). Particularly substantial increases were 
achieved in the food and tobacco proccs.,ing. leather products, furniture, industrial chemicals, gJas!'i, 
and metal products and engineering industries. These improvements notwithstanding, the share 
of gros.c; profits in most industrial branches remained well below comparable figures for the more 
industriali7.cd developing countries, where ratios of 60-80 per cent arc not uncommon. 

c. Unncd N1110111 lndU1trill ~lopmc:nt Orpnizllion 



Table IL9. Sllare of ll"OSS proftts ia MVA, 1975-1990, seledecl ,an 
(Percentage) 

Branch 19i5 1980 1985 19116 1987 1988 1989 1990 

Food products 6.79 11.77 9.50 11.76 -0.43 25.43 12.20 12.20 
Beverages 21.59 0.73 18.96 27.57 20.78 20.61 17.53 17.53 
Tobacco llilllUfactures 8.70 -0.05 14.86 16.86 10.88 21.46 23.55 21.55 
Textiles li.06 14.13 7.42 8.46 7.10 15.77 26.08 26.08 
Wearing apparel other 

than foot.ear 9.99 8.19 12.66 12.50 3.78 9.85 4.33 4.33 
leather and leather 

substitutes 7.07 -2.76 5.01 22.64 35.29 15.28 10.06 10.05 
leather foot.ea!" 19.36 38.70 -4.84 2.50 17.74 15.11 34.05 34.05 
Wood and cork products 

excluding furniture 13.44 4.94 9.53 1.62 30.57 18.49 0.86 0.86 
Furniture and fixtures 

of lllOOd 13.69 9.39 18.57 5.00 2.56 38.98 1.52 1.50 
Paper and paper 

products l2.55 15.51 11.05 14.62 16.67 11.43 11.88 11.87 
Printing. pub I ishing 

and allied industries 12.60 8.25 20.99 9.02 -12.46 6.93 10.12 10.12 
Industrial chellicals 2.53 7.59 11.39 9.86 6.11 12.09 14.84 14.84 
lon-industri1l chellicals 14.41 8.13 14.01 10.93 10.25 15.99 13.07 13.07 
Petrolet11 refineries 25.43 16.86 12.43 16.75 12.23 20.51 55.18 55.18 
"i scellaneous products 

of petrolet11 and coal 18.34 25.64 28.67 26.76 24.01 17 .30 16.95 16.95 
Rubber products 37.64 9.06 19.39 11.43 10.53 7.26 6.22 6.22 
Plastic products 22.94 18.07 -22.82 24.6g 27 .11 16.99 6.90 6.90 
Pottery. china and 

eartti.are 31.70 22.66 21.22 23.31 14.63 20.48 19.41 19.41 
Class and glass products 1.15 8.18 4.29 17 .82 20.73 13.50 15.00 14.99 
Other non..-etallic 

•ineral products 22.18 13.96 19.67 19.42 23.45 34.04 25.07 25.07 
Basic iron and steel 

industries -3.37 6.59 2.27 -9.93 -8.53 18.56 15.29 15.29 
Basic non-ferrous metal 

industries 10.11 7.70 53.87 19.87 37.30 37.73 19.21 19.21 
~tal products 

excluding 11achinery 
and equii:-nt 14.34 5.62 10.12 12.76 22.45 25.34 21.70 21.70 

Ion-electrical machinery 20.94 20.31 10.30 -?..68 17.01 13.47 13.61 13.61 
Electrical 111achinery. 

apparatus and 
appliances 28.41 14.59 27.30 18.54 28.40 8.53 22.41 22.41 

Transport equli:-nt 10.05 4.28 5.27 4.61 35.65 ll.20 10.58 10.58 
Professional and 

scientific equilllleflt 67.83 5.74 10.21 0.00 15.44 21.85 5.22 5.22 
"lscellaneous 

manufacturing 12.79 4.79 11.77 18.19 3.56 4.62 11.40 11.39 

Taul mnutactarlng 12.56 10.89 12.85 11.90 12.63 20.26 20.40 20.52 

Souru: UNIDO, lndu&rrial ~topmcnr Reviews lnronna11on Bue. 
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D. OWNERSHIP AND INVESTMENT PA.Tl'ERNS 

OwwrsMp 

The pattern of public 'Vel'SUS private ownersbip in Egypt bas been changjng ndially as a result of 
the govcrmnent•s reform programme. By 1993 some TT public-seelor llOlding companies bad been 
reduced to just 16 in prepanlion for a major prognmmc of privatizalioa and restructuring of 
state-owned companies. Sa<cral important c:oacerns in the services scctor. notably bolds and 
tourism. had alttacly been sold to the private scclOl by the end of 1993. By early 1CJIJ4] two major 
bottling companies, producing Pepsi Cola and Coca Cola, bad also been privatized. 7 

The privatizalioa programme for industry. allboagb subject to c:oasidmbic delays. was ezpc:ctcd 
to proceed in the mid-19905. Tbc first batch of canc:lidates lists ~ which arc wholly state­
owned and operarcd by public-sedOI' boldiDg COGlpanies under Law 203of1991. They include 
bottling companies. vineyards, a fac:lory i4Dufaauring steam boilers. anotha producing ps and 
aystal. t'llC manufacturing dinaer and utility ware and two others: the Suez Cement Company and 
Cllloridc Egypt. Sua:essWe stages arc lo include other completely state-owned Law 203 companies 
and Law 230 joint-~ enterprises in wbicb the government bas a significant sharebolding. 
They indudc fac:lories producing insecticides. paints. dyes and other cbemicak, foods. textile and 
clothing, electrical appliances, pbanaaceuticals, ~ ceramics, transport equipmCDt, marine 
supplies and other goods, as wdI as the Nile Geacral Auto Repairs Company, the Egyptian 
Sbipbuilding and Repairs Company, the Misr Engineering and Tool Company, the Egyptian 
Company for Refractories and Cement. the Egyptian Copper Factory, the Industrial Gases 
Company, the Abu Oir Fertiliz.er ud Cbemical Industries Company, the Egyptian Company for 
Refractories and the Ocha Industrial Company.1/ 

As a result. fmgures on the current, or past. ownership of industry will be subject to considerable 
c:haoge in the near future. Before the beginning of the currcot economic restructuring 
programme, public enterprises dommatcd manufacturing industry. In the 1985 fiscal year, they 
ac:counted for (j() per cent of MV A, 82 per cent of total capital stock, 54 per c:cnt of employment 
and 90 per cent of exports. The public-scc:tor industries are under the supetvision of the Ministry 
of Industry, except for cement and pharmaceuticals. Following the adoption in 1974 of the open­
door policy, pm-ate industrial investment increased from 4 per cent in 1974 to 24 per cent by fascal 
1982. By fascal 1987, the ~e sector was estim1ted to have accounted for 43.6 per cent of 
manufacturing value added.9/ 

IDYatmnl 

Although foreign investment bas been allowed under certain conditions since 1974, Law 230 of 
1989 permits the complete ownership of manufacturing companies !Jy non-Egyptian investors. 
Contrary to past legislation, no limits arc set for the participation of domestically owned equity, 
and foreign companies arc free to own land for manufacturing purposes. 

As a result of this liberalization, private and foreign investment in manufacturing has increased 
substantially since the beginning of the first ccooomic reforms in the early 1970s. By the end of 
June 1993, almost LE IS.3 billion had been invested in industry and mining, excluding investments 
made in the country's free zones (sec Table 11.10). Of this sum, LE 10.7 billion bas been invested 
in 432 manufacturing projects which have already become operational, and LE 4.6 billion in 293 
others being set up or planned. Equity investments in industry by the private sector had reached 
LE 7.S billion by the end of fiKal 1993, including LE S.4 billion for those currently in operation. 
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TMle 11.10. l'rhale iawstwaat hi iadutrJ, as ol Jw JO, 1993 
(Million LE) 

In operation Under i11>imentation 

Equity Investment Equity Investment Equity Investment 
lllllber capital costs lkllller capital costs lkllller capital costs 

775 7,545 15,251 482 5,439 10,698 293 2,106 4,553 

SOlllCr. General Authority Cor lavanncnL 

F"sgurcs produced by the Ministry of Planning show that public and private investment in industry 
(including mining) grew from LE 13.4 billion during the first rJVC Year Plan ending in June 1987 
to LE 25.7 billion during the sccOllCI F"tve Year Plan ending in June 1992 (sec Table 11.11). The 
IOlal for the ten-year period amounted to LE 39.1 billion, or 229 per ccDI of tOlal investment. 

For the current Plan period, 1992/93 lo 1996/97, the Government is expcctiog tOlal investment 
in industry (including mining, but excluding petroleum produds) to reach LE 28 billion (see Table 
11.12). Of this figure, LE 27.4 billion is expected to come from the public and private scdors and 
LE (JOO million from government sources. This would represent about 18.1 per cent of the total 
overall investment - LE 154 billion - targaed for lhc ftve-ycar period. Results for the first year 
of the current F"tve-Y car Plan, ic fiscal 1992/93, show that the t<>lal of public- and private-scdor 
investment in industry amounted to LE 6 billion, including LE 200 million provided by government 
sources. 

Table II.ti. Private- and public-sector investment expenditure. 1982/1983-1991/1992 
(Million LE) 

Econa11ic sectors 

Total investments 

Industry and mining 

First Five­
Year Plan 

56,322.3 

13,375.l 

Second Five­
Year Plan 

114.924.4 

25, 741.5 

First and second 
Five-Year Plans 

171,246.7 

39.116.6 

Sourc~: Minis1ry of Planning. Summary ol 1he Thud FM-Year-Plan 1992/1993-1996/1997 

~ Unned N11ions Industrial Development Orpna.a1ion 



50 Tlte Manuf octuring Sector 

Table 11.12. Projttkcl prbate- and public-sedor iaftStmmt npnaditu~. Dini FM-Ymr 
...... 1992/1993-1996/1997. 
(Billion LE) 

Total investllents 

Industry and •ining 

of tllhich 1992/1993 

GoveMlll!flt sector 

64.5 

0.6 

o.~ 

Business sector 

89.5 

27.4 

5.8 

Sourer: Ministry of Planning. Summary of lbc Third Frve-Year-Plan 1992/199>1996/1997 

E. INDUSTRIAL LOCATION 

Total 

154.0 

28.0 

6.0 

The long history of industrial development in Egypt means that factories and workshops exist in 
most of the main cities and towns. However, there arc several important sites devoted specifically 
to heavy industry, such as the iron and steel works in Hclwan outside Cairo and in Dikheila 
outside Alexandria. the aluminum works at Nag Hammadi. the chemical complex at Aswan and 
the petrochemical plants at Abu Qir northeast of Alexandria and at Suez. 

Since the late 1970s the government has also established several new cities on non-agricultural land 
which, in addition to solving the problems of urban congestion in Cairo, Alexandria and other 
parts of lower Egypt, are aimed at attracting new industries. These include Tenth of Ramadan 
City, located 50 kilometres from Cairo on the road to lsmailiya; Sixth cf October City, 32 
kilometres south of the capital; Sadat City, 93 kilometres from Cairo and located midway to 
Alexandria; and Burg al-Arab, between Alexandria and El-Alamein on the Mediterranean coast. 

By mid-1994 some 470 factories producing light, medium and heavy industrial goods had been 
attracted to Tenth of Ramadan City since its establishment in the late 1970s and another 241 
factories were under construction. Heavy industries arc primarily situated outside the urban area, 
south of the desert road, to separate the population from potential sources of pollution. These 
factories benefit from good access to railway services. The city's location has also made it 
artractive to Egyptian invutors from Hcliopc:1>, which is a 35-minutc drive away, and from 
r :.mailiya.101 

Sixth of October City has a mixed industrial base, with some 200 factories, and is relatively close 
the thriving Cairo suburb of Gi7.a. foreign investors include several large manufacturers from the 
USA, such as General Motors, Procter & Gamble, HJ. Hew., Johnson & Johnson and 
Xerox.1 11 Government plans call for an expansion of its services in tourism as well as in 
agricultural output with the aim of providing jobs for a residential populiltion of some 500,000 by 
the end of the century. 

Sadat City provides accc5.~ to Cairo International Airport a~ well as to the port of Alcxandri~. 
Atmut 900 factories are located in the area, and work has begun on a 500,000 square metre site 
for a huge new special steels complcx. 121 However, plans to allract a residential population 
have had limited success, and commuters have proven rduclant lo undertake the relatively longer 
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lra••elling times required from either the capital or from Alexandria. Nevertheless, the city is well 
situated to provide consumer goods, as well as industrial products, to the large populated areas 
of the Nile Delta, which could also supply a large pool of skilled and unskilled workers. 

In addition to the new lowns, the government has established several free zones which provide 
special incentives to in\'estors. These arc located in Cairo, Alexandria, Damictta, Port Said, Suez 
and lsmailiya, with another planned for Safaga on the Red Sea coast. However, very few of the 
investments made in these zones to date have been in the industrial sector. 

The General Organization for lndustrializ.ation (GOA) is currently preparing a comprehensive 
map which is to be used as a base for expanding industrial development throughout the 
country.13i Work on the project began in October 1Q92 and new industrialization programmes 
are planned for several area<; in upper Egypt, including Assiut, Minia, Qena, Beni Suef, Souhag 
and Aswan. S1.Jrveys for these cities, covering raw materials, manpower resources, educational and 
training institutions. infra.'itructure and employment had been compleled by the end of 1993. 

F. ENVIRONMENTAL ISSUES 

Egypt face~ serious emironmental problems. These have their origins in the country's high 
population density and the acceleration of urbani7.ation, especially in Cairo, Alexandria and the 
Nile Delta. The situation ha<; been exacerbated in recent years by the rapid growth of intensive 
agriculture and industrial production, which have resulted in a significant increase in the 
application of agricultural chemicals and the emission of industrial pollutants. 

The pollution problems arc particularly severe in the case of the River Nile, which represents the 
source of almost all of Egypt's water and is the locus of most of the country's arablt land. The 
failure to protect these water resources in the past has resulted in ii significanl deterioration in the 
quality of the Nile and the coastal regions. A recent study prepared by USAID showed 1h,tt 
industries dump effluent al 20 monilored locarions along rhe Nile. and at some 80 unmonitored 
locations along irrigalion and drainage canals feeding inlo the river. 14/ Although industrial 
emillers of wastewater have long been subject to licensing procedures and regulations governing 
their discharges, enforcement has often been weak. 

Concern has also been mounting in recent years about 1he worsening quality of the air, especially 
in urban area:.. In Cairo and Alexandria the degree of air pollu1ion from unregulated induslries, 
workshops, small bu~inesses, thermal power stalions and molor vehicles has been growing rapidly. 
The recent removal of com;1raints on vehicle imports and the increased domeslic production of 
automotive transport equipment is expected to make the problem worse in coming years. Few 
laws have addressed air pollution directly until 1994. and local standards were inconsistent with 
those prevailing inlernalinnally. In addition, enforcement procedures and penalties !ended to be 
poorly defined and enforced. 

Some early measures to regulate solid waste were introduced in 1967 and 1976, hul the disposal 
of ha1.ardou!> and induslrial wastes remained largely unconlrolled until 1994. The USAJD study 
cited above nolcs that ha1 .• trdous solid wastes from hospitals and industries amount to 13,000 
tonnes per year in Cairo alone. The cily's composling plan!.-. and sanitary landfill siles have a 
combined maximum capacily of less than one-quarter of the solid waste generated there, leading 
to indiscriminate dumping in the outskirts, in drainage canals, and in o!her inappropriate places. 
The situation is even worse in smaller communities, where only ahout 15 per cenl or solid waste 
is collected, compared to ('8 per cent in the capital. 
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A comprehensive environmental protection bill was introduced in the People's Assembly in 1993 
and pas.scd in February 1994.15/ The legislation gives special powers to Egypt's Environmental 
Affairs Agency (FAA) to carry out clean-air regulations and to monitor pollution. Measures to 
set up a special environmental police unit are also being considered. Under the new law, all 
proposed industrial and tourism projects must be subjected to environn::ental iwnpact studies prior 
to approval 

Although the legislation was opposed by some sections of the oil and gas industry, especially 
because of concern that it would limit their ability to set up new production and transport facilities 
in the Red Sea and in adjacent areas where there are now a number of important tourism sites. 
the sector as a whole has been cooperating with government moves to reduce industrial pollution. 
lsomeriz.ation anits. for example, have been introduced in Egyptian petroleum refmeries and 
natural gas is increasingly being used for the generation of power. P~ arc also under way to 
introduce lead-free fuel to the public-sector fleet of urban buses to help reduce pollution in Cairo 
and other cities.161 

Passage of the bill is expected to pave the way for some S.500 million in aid funds (mainly from 
the World Bank, Canada. Denmark, Germany and Japan) to support new projects aimed at 
improving the environment and at controlling pollution., particularly from industry, the tourism 
sector, transport and utilities. local authorities and agriculture. About $250 million is to be spent 
on measures to clean up the Helwan industrial zone south of Cairo. Funds will be provided by 
the Wor'd Bank, the Danish Industrial Dcvelc.,ment Agency (DANIDA) and Germany's 
Kreditanstalt fiir Wiederaufbau (KfW). Other aid ~ to be directed toward reducing pollution in 
lakes in the Nile Delta near Alexandria and Port Said.171 

The Project in Development and the Environment (PRIDE) estimated in 1992 that more than 100 
companies operating in the country already provide products or services in the environmental 
business sector. They consist of both state-owned and private enterprises; the former generally 
tending to provide equipment, the latter services. The Projed, which is funded by USAID, 
forecasts that the environmental market in Egypt could reach almost Sl.2 billion by 1997, 
representing an annual growth of about 20 per cent. In 1990, ;. was estimated to amount to about 
$430 million.18/ 

G. TRADE IN MANUFACTURES 

Imports 

Although Egypt bas increastd its industrial production considerably since the 1920s, the country 
is still a major importer of capital and manufactured good'i, particularly from Europe. Data 
puhlished hy the Central Bank of Egypt show that the value of capital goods imported into Egypt 
amounted to $2.6 billion in 1982, O! about 29.7 per cent of the total value of imports (sec Table 
11.13).191 By 1991 this share was provisionally estimated to have fallen to 20.6 per cent. In that 
year, capital goods imports amounted lo $2.J billion, only slightly less than in 1982. The 
decreasing share therefore musl he compared with the rise in imports of intermediate goods and 
raw materials rather lhan with the growing domcs1ic production of capital goodc;. 

Intermediate goods constitute a formidahlc portion of imports as well. The cost of these rose 
from SJ.7 billion in 1982 to an estimated $4.2 hillion by the end of 1991. However, the share 1hey 
represcnl in <Wcrall imports has also hcen falling. from 43.1 per cent in 1'»12 to VD per cenl al 
lhe end of 1991. Again, however, this decline musl he set against lhe rising scale of total import!'., 
which ~cw hy 28. I per ccnl durin~ lhe previous decade. 

---·--------- -----·----- -·-··· 
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Fig. 1•.c. Manufactured imports by 
end-use, 1982 and 1991 
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Table 11.13. Imports, 1982-1991 
(Million S) 

Food and Percentage Percentage {If 
Capital Inter.di ate consllRr of capital interwediate 

Year Total good~ goods goods goods goods 

1982 8,605.5 2,525.6 3,710.3 2,078.9 29.3 43.1 
1983 9,170.0 2,210.9 3,233.4 2,367.7 24.1 35.3 
1984 11,202.1 2,452.0 4, 155.0 2,691.6 21.9 37.1 
1985 10,057.1 1,971.6 3,989.6 2,299.7 19.1 39.7 
1986 7,968.0 1,819.9 2,553.4 2,009.3 22.8 32.0 
1987 8,995.3 2,120.7 3,732.3 1,663.7 23.6 41.5 
1988 10.~.8 2,207.7 4,052.9 1,844.0 21.3 39.1 
1989 10,024.8 2,055.5 3,914.2 2,157 .1 20.5 39.0 
1990 11,629.5 2,670.4 4,754.4 1,988.7 23.0 40.9 
1991a/ 11,024.0 2,268.7 4,222.S 1,310.8 20.6 38.3 

Sourc~: Cenual Bank of Ec;yp1. 

•I Provisional. 
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A consistent daca series OD Egypt's exports or manufactured goods in dollar terms is not prm1ded 
by official Egyplian sources. Moreover, the statistics that do exisl often provide differenr figures 
for various subscctors, ie eilher by \-alue (in Egyptian pounds) or by volume. lo part, this stems 
from the fact that a significant share of Egyptian indUSlrial exports during the 1970s and 1980s ~ 
sold to countries with non-convertible currencies or under counlertrade agreements. 

The available data indicate that chemical products had become the mOSl important category of 
manufactured exports by 1991/92, when they accounted for export re\·cnues of LE 614 million. 
This represented a large inaease over the corresponding figure of LE 112 million recorded in 
frscal 1989 (sec Table 11.14).20/ Exports of wood and wood products pro,ided another LE 304 
million in 1991/92, having increased lo this level from a mere LE 11 million in 1988/89. 

Exports of electrical and non-electrical ma~hincry also did well, rising from LE 31 million lo LE 
90 million and from LE 4 million lo LE 50 million re.c;pectively between the 1989 and l'N2 fiscal 
years. Another impressive performance was achieved by the transport equipmenr industry, which 
doubled its export sales from LE 18 million to LE 36 million during this period. 

A significant contribution to Egypt's manufactured exports is al'iO made by the country's 
metallurgical industries, with substantial quantities of cast iron and steel-based products ha\ing 
been exported in recent years. In addition, paper products (including pulp and printed materials) 
and glass have begun lo emerge as important industrial exports. Handicrafts of various kinds also 
continue to play a modest role in Egypt's export trade. 

Table 11.14. Manufaduml exports, 1988/1989-1991/1992 

Description Unit 1988/1989 1989/1990 1990/1991 1991/1992 

Chemi ca 1 s LE million 112 119 217 614 
WC'Od and wood products LE mi II ion 11 14 0 304 
ltechanical and 

electrical lllilChinery LE mi II ion 31 26 0 90 
Non-eler'~ic machinery LE million 4 5 0 50 
Iron anC! >tee! cast 

iron products LE million 18 24 0 36 
Products of iron 

strips and sheets Thousand tonnes 12 14 40 40 
Steel bars Thousand tonnes 55 100 40 40 
Transp. products Thousand tonnes 10 15 25 38 
Special iron products 

and iron accessories Thousand tonnes 9 15 19 20 
ltetals (cast iron and steel) Thousand tonnes 0 6 17 10 
Printing and paper Thousand tonnes 1 0 l 4 
Newsprint Thousand t.>nnes 0 0 0 4 
flat and engraved 

glass products Thousand tonnes 1 l 1 2 
Packaging (cartons) Thousand tonnes 0 0 0 1 
Paper pulp Thousand tonnes 0 0 0 l 
Handicrafts Thousand tonnf's l I 12 0.1 

Snurrt· Cen1ral Bank or Egyp1. 
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Fig. 11.D. Value of selected 
manufactured exports, 1991/92 

~ Petroleum products ~Cotton yarn ~Engineering goods 

Fig. 11.E. Origins of imports, 
1992 
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Fig. 11.F. Destinations of exports, 
1992 
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H. INTERNATIONAL COOPERATION FOR INDUSTRIAL 
DEVELOPMENT 

lnternatioaal aid funds ba"VC made a major contribution towards the promotion of national 
development since the 1970s. In 1990, official dc'VClopment assistance (ODA) amounted to $5.S 
billion, or about 17.2 per cent of Egypt's GNP. ODA in the form of grants amounted to S2.4 
biJlion.211 

Multilateral donors include the specialized agencies of the United Nations, the World Bank, ibe 
International Fund for Agricultural Development (IFAD), the African Development Banlt and the 
Arab Fund for Economic and Social Development (AFESD). Bilateral aid, in the form of both 
loans and grants, is prOYidcd by European countries such as Denmark, Germany, Italy, 
Netherlands and the United Kingdom, by Canada and the US Agency for International 
Develop!Dent (USAID) and by several Gulf states, especially Saudi Arabia. 

Although some S8 billion in ODA had been pledged to Egypt for 1992 and 1993, the impact of 
the recession in Europe and the considerable fall in world aude oil prices is expected to lead to 
a reduction in the amount of aid Egypt receive& in the mid-19905. At the same time, the 
government is determined to limit any further borrowing to fmancc development as much as 
possible. For these reasons, high priority needs to be given t<. the effective use of aid funds and 
the improvement of the aid-management systems. 
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been requested to assist the Ministry of International Cooperation, which is rcsponsa"ble for 
coordinating external assistance, in setting up a system for the management of the aid portfolio. 
This would be followed by the preparation of an annual development assistance report. 

UNDP's Fourth Country Programme, which operated from 1987 to 1991, was designed to help 
fulfill the national priorities and strategies outlined in Egypt's Second Five-Year Development 
Plan. UNIDO played a major role in helping to implement projects in industry, which accounted 
for 21.4 per cent of the total funds budgeted under the Programme.221 

The rafth Country Programme runs concurrently with Egypt's Third ravc-Y car Development Plan 
from 1992/93 to 1996/97. It is expected to involve total resources of about $52 million.231 The 
government is concerned to promote the following priorities, which will need technical 
cooperation: 

(a) Supporting self-reliance through economic and management development for the 
implementation of the social and economic reforms agreed in 1991; 

(b) Supporting sustainability through the design and implementation of sustainable human 
development and an environmental action plan. 

UNIDO could be involved in many of the proposed areas of cooperation between UNDP and the 
Government including:2A/ 

(a) The Economic Reform and Structural Adjustment Programme (ERSAP); 

(b) Public sector restructuring and the privatization programme; 

(c) Management de-v'elopment; 

( d) Management information systems; and 

(e) The development of a transnational economic focus to promote the development of 
international competitiveness in industry and its adoption of a market-oriented approach. 
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ID. INDUSTRIAL BRANCH PROFILES 

A. FOOD PROCESSING 

STARCHY STAPLE FOODS 

Egypt is one of the principal producers of starchy staple food aops in the Middle East even 
though only about 4 per cent of the available land area in the country is suitable !or cultivation, 
the remainder consisting primarily of desert. The country's traditional starchy staple food aops 
consist of rice, maize, wheat, barley, millet and potatoes. With nearby 4.2 million tooncs of wheat 
and 5.1 tonnes of maize in 1992 (sec Table 111.1) domestic production met 48.2 rcr cent of Egypt's 
wheat consumption, and 74.8 per cent of its maize consumj:Jtion. The country is self-sufficient i'I 
rice and potatoes, with a surplus for export. 

Table Ill.I Production or starcby staple foods, 1952-1992, sdected )'al'S 

(Thousand tonnes) 

1952 1987 1988 1989 1990 1991 1992 

Barley 118 148 120 138 142 121 234 
Maize 1,506 3,619 4,088 4,529 4,798 5,122 5,069 
Millet 522 551 586 585 628 675 764 
Potatoes .. 1,801 1,862 1,657 1,638 1,786 
Rice 517 2,279 2,132 2,679 3,168 3,448 3,910 
Wneat 1,081 2,721 2,838 3,182 4,266 4,483 4,169 

Sourrt: Ccn1ral Agency for Public Mobiliza1ion and Sla1is1ia, St41istic4J Ytarboo.t, 1952-1992 (June 1993). 

In the late 1980s and early 1990s government policy began to change significantly, partly in 
response lo the demands of its international donors, including the World Bank and the 
International Monetary Fund, for a reduction of government subsidies on food and a lowering of 
the government's budget deficit. Previous attempts to lower these had already met with severe 
public discontent. It was hoped that measures aimed at increasing domestic agricultural output, 
by reducing government contmls and encouraging private investment, would help to minimize the 
impact of price rises on foodstuffs as the subsidies were gradually withdrawn. 
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During the period. state intervention in the cropping system was eliminated. the role of central 
planning reduced and compulsory delivery quotas, usually at d~pressed prices, removed. Crop 
prices were to be determined by market forces; input subsidies phased out and the private sector 
allowed to import agricultural supplies directly. State-owned agricultural and food companies 
would also be privatized. 

The governmenl's role would henceforth concentrate on land reclamalion, providing lhe necessary 
infraslructure - such as irrigation, water supplies, seed and soil research, credits for small- and 
medium-sized farms, environmental control! on land. air and water pollution, constructiora of 
glasshouses (which are needed to avoid excessive beat and sun as well as cold), marketing and 
storage facilities and training - and the revision of agricultural law to enact lhc necessary changes. 
Since then, finance for the reforms bas been obtained from USAID, the German Agency for 
Technical Co-operation (GTZ), the Food and Agriculture Organization of the United Nations 
(FAQ) and other international agencies, as well as other bilateral and multilateral donors. 

The Kuwait Fund for Arab Economic Development (KFAED) has also provided KD 70 million 
($242 million) in loans for a $250 million project to build a huge siphon to pump water beneath 
the Suez Canal into northern Sinai. Bolh •.he Saudi Fund for Development (SFD) and the Abu 
Dhabi Fund for Arab Economic Development (ADFAED) have promise<! financial assistance for 
later stages of the scheme. 

The siphon will create a new water supply system. Water will be brought from the east branch 
of the Nile via the El-Salam Canal and then pumped through four tunnels five metres in diameter. 
The system is to be installed 28 kilometres south of Port Said, from where it will be transported 
150 kilometres into northern Sinai. Capacity is expected to be 160 cubic metres of water a second. 
Altogether, it will enable some 168,000 hectares or land to be irrigated for use in cultivation. 

;Jie Abu Dhabi Fund has also allocated $75 million in loans for additional irrigation projects in 
and near the Nile Delta. One of these aims to supply additional pumps costing a total or some 
$9.3 willion to farmers in the region in 1994 to help irrigate an additional 26,000 acres of desert. 
More than 50,000 pumps have already been installed along the Nile river itself. 

Japan, meanwhilr:, has agreed to help fund the installation of 20 floating irrigation stations on the 
Nile in the provinces of Qena and Awan in Upper Egypt. The project, which is expected to cost 
¥2,500 million ($21 million), will enable 16,800 hectares to be irrigaled. However, although the 
government had originally been planning to reclaim a lot al of some 1.6 million feddans ( 1 fcddan 
= 0.42 hectares or 1.()4 acres) during the 1990s, pre~sure from the World Bank and certain aid 
donors may reduce this, particularly if the government adheres to its insistence that such activitie:r. 
be turned over to the private sector, leaving the government to concentrate solely on infrastructure 
projects aiming at strengthening the agricultural resource base in general and the production of 
strategic crops in pt£rticular. 

Ritt 

Recent i.rends 

Despite a lack of adequate irrigation facilities, Egyptian rice farmers have recorded an impres.<tive 
performance with the aid of more productive and disease-resistant high-yielding varieties, the 
introduction of which has helped to offset the eff ccts of an unexpected rise in the price of 
fertili7.r.rs and pesticides. P .>th the area under rice cultivation and productivity have consequently 
increased significantly sir.cc the mid-1980s, giving a substantial boost to Egypt's production and 
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exports of rice, which according to the latest available data rose to an estimated 170,CDJ tonnes 
in 1992 from 32.CDJ tonnes in 1989. The main destinations of Egypt's rice exports include western 
Europe, neighbouring Arab countries aod Africa. 
Rice mills are being increasingly modernized. Obsolete capital stock ;j being rea>laccd by 
automated, continuous processing facilities. A modernized factory in Aleuodria rypifies the 
modernization wave sweeping across rice mills in Egypt. The oew plant in Alexa.ow incorporates 
drying and complete storage facilities, including technologies which efficiently separate the husk. 
the brokens and bran from the rice with a yield of 67 per cent of complete grains from paddy rice. 

Constraints and prospttts 

Price libcraliT.ation makes rice production fmancially attractive given the absence of water charges. 
However, the pro\1.-;ion of an adequate supply of water for rice cuhi>-ation is a formidable 
challenge. In addition to the demands of irrigated agriculture, the growth of the population is 
adding to demand for domes!ic drinking and household water supplies and for its use in industry. 
By the year 2000 total consumption is forecast to rise to 70 billion cubic metres, compared to the 
current level of 60 billion. Conservation efforts to re-use drainage water in agriculture, to line 
irrigation canals to reduce seepage and the greater use of underground supplies could produce 
another 4 billion cubic metres a year according to official estimates, while the introduction of 
irrigation equipment that waters select1vely (rather than through flooding) may provide another 
2 billion cubic metres annually. 

The Ministry of Agriculture collaborates with the Mini.;try of Irrigation and Public Works in order 
to ensure adequate supply of water to irrigate substantial areas under rice cultivation. It is being 
contended that rice production using existing technology is competitive when the crop is used in 
rotation where the water supply is insufficient. The modemi7.ation of rice mills is eJtpected to 
strengthen the export potential of expanding rice production in Egypt. 

Wheat 

Recent lJYnds 

Following an impressive 4.5 million tonnes of wheat harvested in 1991, production in 1992 stood 
at under 4.2 million tonnes. Factors contributing to the improvement in wheat production until 
1991 included lhl introduction of better strains during the previous decade and the deregulation 
of wheal prices paid to farmers. Yields for wheat averaged 5.9 !onnes a hectare, with some farms 
managing as much as 9.fJ tonnes a hectare, compared with only 4.2 tonnes a hectare in 1987. The 
improvement in wheat produc1ion helped to reverse the declining trend in cereal output expressed 
in per capita terms: based on an index in which the period 1979 to 1981 represented 100, output 
rose from a low of 93 in 1986 to 124 in 1990. 

Wheat imports ir. 1992 were forecast by the United States Department of Agricult11rc to reach 5.5 
million tonnes, mainly from the United States, Auslralia and the European Communities (EC). 
This comr-are!". with estimated imports of 5.37 million tonnes in !991, just over 5 million in 1990 
and 5.67 million tonnes in 1989. However, the Department expected Egyptian imports of wheat 
flour to fall to 300,000 tonnes in 1992, compared with 1.3 million ton.1c.s in I989, 719,<XXl tonnes 
in l'J'XI and 441,IXJO tonnes in 1991. 

--------
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Constraints and prospec:ts 

Egypt is endeavouring to raise the annual production <Jf wheat to 20 million tonnes by the year 
1997. The Ministry of Scientific Research has announced an LE 80 million plan to develop high­
yielding seeds. In the absence of a dramatic increase in wheat production. the country is likely to 
spend about $20 billion annually on wheat imports. 

The increase in wheat production over the years has done little more than keep race with thl" rise 
in consumption. According to rough estimates, each Egyptian consumes 200 kg of flour a year, 
the highest in the world. Given the fact that consumption patterns are cnlikely to be altered 
signi5cantly, Egypt will remain the world's largest flour importer and a major wheat importer. 

Mabe 

Rettnt llTllds 

Mai7.e production was estimated to have grown from 3.6 million tonne~ in 1987 to over 5 million 
tonnes in 1992. Maize output has benefited from the privatiz.ation of the maize trade and a 
curtailment of imports in the late 198Cs, with output rising 25 per cent between 1986 and 1Q89 
when producer prices aver:iged more than $200 a tonne, double the world average. 

Constrainu a111d prospec:ts 

Mai7.e production continues to benefit from the new wave of reforms and agricultural expansion 
?rogrammes. Crucial areas of reform relate to removal of price controls, state control and land 
reclamation. 

Potatoes 

Reant trends 

Potato cultivation encompasses 17 per cent of land area destined for vegetable cultivation in Egypt. 
For a long period the country depended heay;Jy on imports for potato seeds. Recently there has 
been a dramatic reduction in potato seed imports. With a view to achieving self-sufficiency and 
to growinE different varieties appropriate tfl different export destinations in Europe and the Arab 
states, the government is enco111aging the private sector to take an active role in potato cultivation, 
potato seed production and in running potato research institutes. 

The United Kingdom, a primary importer of Egyptian potatoes, bought an estimated 100,000 
tonnes in 1991 and while this was expected to increase in 1992, pushing total potato exports up to 
220,000 tonnes rompared with 210,000 in 1991, tighter inspections of quality at United Kingdom 
ports in the early part of the year were later projected to push the United Kingdom figure down 
to only 60,000 tonnes. Other previous buyers of potatoes included countrirs in western Europe 
and in the Middle East. 

Successful marketinjl abroad by companies such as Farm Frites Egypt, which has introduced a 
wide nnge of potat" products from crinkle cu' chips and potato chips to potatu balls and fried 
potatoes, provide an example of how product d.:velopment and marketing can help to open export 
markets in Europe anJ ~he Gulf states, while adding valur to one of the country's most important 
export crops. 
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Constraints and prospects 

The high cost of modern irrigation is a constraint on potato cultivation. However, the returns in 
terms of export earnings more than offset the high cost of cultn11tion. Frivatr. farm operators 
collaborate with the Ministry of Agriculture in the National Potato Seed Production Project in 
order to provide farmers with suiticient quantities of potato seeds. This is expected to save around 
S60 millio 1 spent on potato seed imports annually. 

A number of enterprises have ventured into a high degree of procrssing acti\'ities. Success in 
enhancing value added in potato processing depends upon investment in the latest processing 
equipment, as well as in marketing. advertising, training and management. 

FRUITS, VEGETABLES AND BEVERAGES 

The resource base 

A wide range of citrus fruits is grown in Egypt, including oranges, tangerines, clementines, 
satsumas, ~apefruits, lemons, and limes, in addition to pineapples, bananas, apricots, apple5, 
melons and watermelons, mangoes and guavas, as well as other "exotic" fruits such as kiwi-fruits 
and papayas. Production of oranges alone in the 1991 season amounted to about 1.7 million 
tonnes (see Table III. 2). 

Table 111.2. Production or fruits and v~tables, 1987-1992 
(Thousand tonnes) 

Type of crop 1987 1988 1989 1990a/ 1991a/ 1992b/ 

Fr11tts taul 3,687 3.609 4,144 5,019 5.378 
Apples 31 44 45 173 176 
Apricots 29 33 42 38 25 
Bananas 278 355 388 408 442 
Dates 542 494 572 542 603 
Figs 25 31 39 88 78 
Grapes 510 557 621 694 636 
Guavas 196 184 235 265 263 
Le1110ns 208 235 238 411 418 
ptangoes 106 99 129 144 152 
Olives 29 31 32 62 65 
Oranges 1.387 1.199 1,389 1,636 1,964 
Peaches 32 33 33 ,,, 89 
Pears 62 52 73 55 52 
p I 11115 35 35 49 46 27 
P0111egranates 20 17 24 24 28 
Strawberri'!S 20 24 26 43 30 25 
Sweet I einons 1 1 1 2 3 
Tangerines 134 151 170 278 298 
Other 42 34 38 36 29 
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Table 111.2. Continued. 

Vegetables tota 1 10.336 B.641 7.992 B.l!M B.034 B.643 
Artichokes 53 45 83 74 67 43 
Aubergines 431 371 364 385 415 343 
Cabbages 431 460 347 381 424 436 
Carrots ll6 94 94 92 93 90 
Cau 1i flower Ill 101 71 86 83 96 
Green peppers 261 262 242 271 282 234 
Haricot beans, dry 28 19 21 24 31 20 
Haricot beans, fresh 157 122 114 123 148 129 
Kidney beans, dry 7 6 5 7 10 5 
Kidney beans, fresh 21 28 13 15 16 23 
Lettuce 132 124 111 121 118 125 
Harrows 436 419 368 347 396 342 
ttelons 163 163 183 138 138 132 
Okra 64 60 56 64 67 65 
Parsley 43 41 44 65 64 67 
Peas, dry 6 7 7 3 3 
Peas. fresh 89 96 90 100 101 174 
Radishes 15 17 14 15 13 15 
Cucllllbers 275 265 290 267 278 298 
Spinach 50 51 37 39 40 36 
s.eet potatoes 6:! 116 55 102 128 90 
Taro 107 93 125 99 118 128 
TONtoes 4,921 4,212 3,997 4,234 3,806 4,697 
Turnips 756 81 52 49 53 58 
Water 111elons 1,370 1,165 1,000 1,007 894 712 
Other 228 223 209 280 250 282 

SOUT(•. Central Agency for Public Mobilization and Sutistics (CAPMAS). 

a/ Including Nobaria aru. 
b/ Pn:liminary estimates. 

Vegetable cultivation is extensive, and the favourable climatic conditions in the country allow the 
production or two or more crops a year. Glasshouse cultivation, along with the use or irrigation 
on reclaimed land, is also expanding as private-sector inve<:iments in agriculture :ire liberalized. 
Crops indude tomatoes (4.7 million tonnes in 1992). '3trOts, cauliflowers, cabbages, aubergines 
and green beans. Sugar production, using both tarJe and beet, is also rising, and amou11ted to 
about 1 million tonnrs by the end of the 1980s. 

Recent trends 

The production of preserved vegetables ro5C significantly from 7.3 million tonnes in 1986/87 to 
10.7 million tonnes in 1990/91, but declined marginally to 10.2 million tonnes in 1991/92. The 
production of canned vegetables also recorded a similar trend, rising significantly for several 
consecutive years until 1990/91 (see Table III. 3). 
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Table 111.3. Pr '.Mladlon or presened aad canned ftgdables, 1952-1991/1992, selected ,an 
(Tonnes) 

1952 1986/ 1987/ 1988/ 1989/ 
1987 1988 1989 1990 

Preserved vegetables 7.238 8.484 9.689 9,324 

Canned vegetables 600 7.430 4,941 s.ns 7,162 

Sowr:e: Central Agency for Public Mobilization and Statistics (CAPMAS). 

Fig. Ill.A. Exports of processed 
vegetables and fruits, 1989-1992 
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Fruits and vegetables constitute a substantial resource base for the manufacture of a wide range 
or beverages although the production or several varieties or soft drinks is based on imported 
ingredients. Soft drink and juice producers include two large government-owned organiz.ations, the 
Egyptiar. Bottling Company (EBC), an aff&.liate of the state-owned Holding Company for Food 
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lndust:-ies, and Nasr Bottling. EBC operates under franchise from Pepsi Co, while Nasr Bottling 
has a licence for Coca-Cula, which was originally held by the private-sector concern. 
Egyptian-Germany Food Company (Fine Foods), until it ceased producing beverages in 1991. 
Both concerns dominate this subsector in Egypt, with the various carbonated drinks and juices 
produced by Pepsi Co and Coca-Cola accounting for about 70 per cent of the local market. 
Su~idies for production, although decreasing. are available to EBC and to Nasr Bottling from the 
government, but both were priv2'tized in the first stage of the government's announced sell-offs in 
early 1994. 

Fig. 111.B. Production of soft drinks, 
1986/87-1991192 
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Large public-sector firms such as Kaha and Edfina dominate the local market for non-carbonated 
drinks and juices, primarily because of their lower production costs and cheaper retail and 
wholesale prices. Private companies such as Juhayna and Nile Food - which broke the government 
monopoly in the sector when they began operations in 1983 - produce higher quality, but more 
expensive, products. Yet another firm, Tasty Foods, operates in the sector as a joint venture with 
Pepsi Co, which holds 50 per cent of the equity. Nile Food exports about 10 per cent of its output, 
hu1 also relics on other products, such a.; ice creams, to maintain profits. Juhayna reported net 
r.alcs of SIO million in 1991, about 20 p:.:r cent of which came from exporl!i. 

In addition to fruir and vegetable juices, Emtian production of beverages includes non-alcoholic 
drink~ such as mineral and bottled waters, soft drinks, and the processing and parkaging of 
imporlcd tea and coffee as well as alcoholic products such as beer, wine, brandy, rum, anisette and 
.1u10. Water is avail,ihle from underground springs and aquifers, al"! well as from 1hc Nile River 
and the Delta. 
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Malt is grown in Egypt for the production of beer and other malted drinks, but hops arc imported. 
Grapes for wine-making arc grown oo a 15,000-acrc estate south of Alexandria in th.: Delta area. 
Annual production amounts to about 25 million kilogrammes of 25 different varieties, including 
both reds and whites. 

Mineral and bottled natural water companies include the United Company for Mineral Water in 
Egypt (El Mottahcda), founded in 1979; Vittor, a joint-venture company 50 per cent owned by 
Vittcl of France - also founded in 1979; and Nilcom, which began production in 1984. El 
Mottahcda's brand, ·Mineral·, is produced from deep wells some 75 feet below ground in the 
Bilbcis area, about 50 kilometres north of Cairo in the govcmoratc of Sharqiya. Technical 
assistance is provided by Evian of F'!'ance. Vittor's ·earw· brand taps sources up to 170 metres 
underground at Gungara, 60 kilometres north of Cairo, near Benha in the Delta region. 

Both companies filter the supplies through sand to remove manganese and iron, then through an 
activated charcoal filt-:r to absorb odours and gases. A final filtration, using aystals, removes any 
remaining particles, while ultraviolet light is employed to kill bacteria. Both also contain mineral 
salts, unlike the bottled natural water ·Helwan• produced from Nile river waters by Nilcom at 
AJ-Tabeen, a southern suburb of Helwan just upstream from the city's industrial complex. The 
water is purified using sand and coal fdtration systems as well as coagulation and precipitation 
procedures, and is then oxidised using ozone gas. 

El Mottahe:da also produces carbonated water, while the other two limit their output to still water. 
Each also manufactures its own plastic bottles from imported polyvinyl chloride (PVC), aud all 
three depend on imported water filters, IY.>ttle manufacturing and filling equipment imported from 
France. Moreover, all three have set up their own distribution facilities, including fleets of trucks, 
although some outside contracting is used during periods of heavy demand, particularly in the 
summer. 

Baraka enjoys the largest market share domestically, concentrating ori supplying "upmarker- outlets 
such as hotels and restaurants in Cairo and Alexandria. Its wholesale prices amounted to LE 9.00 
per case of 18 litres in 1992. Helwar. supplies bottled water to United Nations troops and to some 
international oil companies operating in the Sinai Peninsula. These were said to account for about 
a quarter of its sales in 1991. 

Prodnction of both tea and coffee is dependent on imports, with local output centering mainly on 
processing anri packaging. Tea consumption amounts to about 91,000 tonnes a year. Tea 
production is dominated by the public-sector company, Shemto, which is supplied through bulk 
imports purchased by the Ministry of Supply on public tenders. These consi~t mainly of "dust" tea 
costing from $1,060 to $2,000 per tonne. Private sector firms such as El Minshawi, which handles 
the Lipton brand from the United Kingdom, also import packaged tea, although government 
controls limit these to packages of between 100 grammes and 1 kilogramme. Other private 
companies with factories established in one of Egypt's free zones are allowed to import or to buy 
bulk tea from abroad and to pack it themselves, but strict price ccntrols affect sales in the local 
market al both the wholesale and retail levels, as well as for the importer. 

Coffee produ::tion was dominated by t!Je privately owned Misr Cafe company, which concentrates 
on pre-packaged brewed coffee for supermarkets and larger retail outlets, until 1991 when the 
Swiss giant, Nestle, was allowed to begin production of i.s instant "Nescafe" brand. Some 800 
other roaster!\ operate in Egypt, buying green coffee bean,; from importers to produce roasted 
beam; and ground coffees, either pure or blended. Misr Cafe's output includes light. medium and 
dark Turki!th coffees, coffee mixed with cardamom, an American-style filter coffee, "French" ooffec 
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with chicory, decaffeinated coffee and cereal coffees made from malt, beet root and chicory. 
Exports, mainly of decaffeinated coffees and of cereal coffees, are sent to Australia and Canada, 
Europe and the neighbouring Arab states. Capacity totals 420 tonnes, or which about 300 tonnes 
are exported. Nescafe is reported to have ta.ken about half of Misr Cafe's domestic market share 
when it began operations, even though it is more expensive. Misr Cafe officials say this is because 
of the popularity or its brand identity, rather than because of quality. 

Beer production is a public monopoly operated by the state-owned Pyramids Beverages Company, 
makers of "Stella" beers, which has breweries in Gila, Alexandria and Sharqiya. Originally 
established in 1897 by the Dutch brewers, Heineken, it currently produces lager beer, malt beer, 
non-alcoholic beer and sort drinks. Average annual output amounts to about 500,000 hectolitres 
of alcoholic drinks and 100,000 hectolitres of non-alcoholic products. Exports to the neighbouring 
Gulf states consist of non-alcoholic beers under the "Stella" and "Birell" labels as well as malted 
apple and malted lemon drinks. 

Originally established by a G!'eek family 50 years age•, the Gianaclis vineyard - the only sizeable 
commercial facility in Egypt - south of Alexandria produces about 10 million litres of wine a year 
for both the local and export markets. Nationalizeci in 1961, and now known as the Egyptian 
Vineyards Company, it produces nine different wine!>, brandy, rum, anisette and ouzo, as well as 
non-alcoholic grape juice and apricot juice. Distilleries are located in the vineyard area as well 
as in Alexandria. Wine exports, averaging from l to 5 million litres a year, are sent to Austria, 
Denmark and Switzerland, while the non-alcohc : crinks are destined mainly for the Gulf states 
and other neighbouring Arab states. Equipment, including machinery for pressing grapes, storage, 
bottling and labelling as well as testing, has been imported from France, Germany, Italy and the 
United States and includes some of the latest computerized models. Although originally corks 
were imported from Portugal and Spain, other sources have been used recently. 

Constraints and prospects 

The removal of price controls and tl:..: elimination of barriers to imports is already having a 
dramatic effect on the beverages sector. A wider range of products is now available, especially 
for those consumers ~hie to pay high1.:1 prices, in supermarkets, hotels, restaurants and tourist 
resorts. At the more popular end of the marl;et, however, persistent constraints on production 
by the public-sector companies, rising production costs and a lack of investment are re~training 
sales. 

Both Pepsi Co and Coca-Cola are also reported to be planning to moderni7.e their production 
facilities and tc, improve distribution and marketing once the current privatil.ation programme is 
comnleted. The way will also be open for other international manufacturers to compete, although 
given the long lead times needed, they will be at a disadvantage compared to these two giants. 

The prospects for the fruit and vegetable proce.>sing sector in general and the beverages industry 
in particular will depend greatly on the scale and success of the privati1.ation programme. Egypt's 
fertile soil, favourable climate and improved prospects for citrus fruit production in particular 
could provide the base for a considerable expansion of output of juices and of other fruit and 
vegetable drinks to markets in Europe and lhe Gulf states, as well as to the United States. 
Product!> such as mango and guava juices could command a pr-.:mium, once quality, packaging and 
continuity of suppl) ,1re guaranteed. 

The advent of such huge international concerns such as Pepsi Co and Coca-Cola producing in the 
private sector, while posing a short-term thre;1t to local producers, could al!\o help to spread accc!\s 
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10 belier technology, marketing and product development. lhcrcby enhancing the industry's 
knowledge of, and abilily lo meet. wider export opportunities. as well as improving its abilily to 
satisfy local needs. So too will the introduction of a wider variely of teas and coffees through the 
penelralioo of international brands with particular blends and advertising. 

Given lhal Egypt's domestic market for beverages is sensitive to price, rather lhan qualily, only 
those manufacturing companies which can supply products at reasonable cost will be able to enjoy 
the economies of scale lhat will create the profits needed lo finance investment to upgrade plant. 
expand marketing and advertising and enlarge storage and distnbution facilities. While small-scale 
operations catering for the tourist market, u.-i>an supermarkets in Cairo or Alexandria. or 
exporters may be able 10 operate al a profitable leve~ the removal of import bans on competitive 
products is expected to have an adverse effect on existing sales by local manufacturers in the 
domestic market. 

The beverages sector in Egypt has, for most of the past decade, suffered from a lack of adequate 
qualily controls, a lack of investment, a high dependence on imported inputs (including bottles and 
cans, manufacturing and qualily-control equipment, and commodily inputs in the case of tea, coffee 
and certain soft drinks) and from an almost complete lack of modem marketing and management 
methods. Private-sector firms such as Fme Foods, Tasty Foods and others have sought to 
overcome the obstacles, but often with only modest success. 

Fme Food's decisioo 10 quit the sectr r in 1991 is 1cs1imony to the severe difficulties caused by 
soaring production costs and lhe lack of a sufficient domestic market able to afford high quality 
products in a climate in which the large state-owned bottling companies have dominated output. 
Although government subsidies have, in the past, been less than those in the food secto1· • ie less 
raw material imports are subsidised · the ability of such oompanies to win the key international 
franchises due lo their lower costs and large-scale production facilities bas left little room for 
domestic manufacturers seeking 10 expand the output of generic products or those which could 
produce more value added from Egypt's own agricultural production. 

Yet the fact that the country's vital citrus fruit crop is now seekbg additional markets (al a lime 
when the harvest is up by one-third or more a year due to th~ reforms in agriculture), because of 
the reduction in demand from previous eastern European outlets, makes such a development more 
important than ever if the crop is not to be wasted or under-priced. The same applies to 
potentially high-earning vegetable crops, such as tomatoes and carrots, and to gra~:i, mangoes, 
papaya, pineapple, guava and melons which could be used in the beverage industry for premium 
exports 10 Saudi Arabia and the neighbourmg Gulf slates, and possibly to wider export markets 
in Europe, the United Slate~ and Asia. 

A severe constraint exisls in the form of subsidiary industries needed to supply the beverages 
sector. Beer production, for example, suffers from a lack of adequate bottle tops which could 
prevent natness; the same applies in the case of corks or capped bottles for the wine and spirits 
industry; plastic and glass bottles and recyclable, self -opening aluminium cans for soft drinks, juices 
and bottled waters; carbonated waters for bottling; and di~tribution services as a whole. 
Marketing, including slorc promotions, product design, advertising and graphics is also in great 
need of investment and developmenr, as arc resting and quality-conlrol facilities and production 
equipment in general. 

In general, with EE,ryptian towns and villages replete with street vendors selling juices of all kinds, 
and market traders supplying tea and coffee at popular prices, the manufacture and produclio1 
of beverages requiring costly imports, high-quality ingredients, qualiry controls, nationa 

~ United Na11onr. lndullrial Dcvelopmenl Orpni1_a1ton 



72 Industrial Branda Profila 

distn"bution and/or brand name marketing will, of neces.sity, need to be targeteci either for export 
or at the small segment of the local market which can bear higher retail prices. Sales to the hotel 
and catering trade, as well as to the tourism sector, have been growing rapidly :n recent years. 

The possible exception is the large-scale production of international brand-name soft drinks, such 
as Coca-Cola and Pepsi Co, and of imported, pre-packaged branded teas and coffees. Investment 
in distn"bution services, as well as in packaging and marketing. could also help Egypt's bottled 
water producers and others manufacturing non-alcoholic drinks or •health foods· such as 
Jccaff einated coffees, teas and coif ee substitutes, to expand their output, both for local 
consumption and for export. 

The United States Department of Agriculture, for example, has noted that the expansion and 
increased output of horticultural products from reclaimed desen areas led to a record output of 
2.2 million tonnes of citrus products in 1992. Fruit harvests were also up significantly, including 
high-value export aops such as peaches and strawberries. Egypt's advantage in being able to 
harvest, process and market such crops during the April to June period would give it an 
unbeatable competitive edge in European markets, which currently depend on high-cost imports 
of such commodities and related products from countries such as Chile and South Africa during 
this period. 

CASH CROPS 

Egypt's princi?aJ cash aops used in food processing are cotton seed, soya beans and sugar cane. 
The production of cotton seed declined significantly from 584,000 tonnes in 1987 to 483,000 tonnes 
in 1991, while that of soya beans fell from 134,000 tonnes in 1987 to 59,000 tonnes in 1992. After 
two consecutive )'C'.ars of declining output, sugar cane production rebounded well in 1992 with a 
record production of 11.6 million tonnes (see Table ID.4). Domestic production of sunflower seed 
is insignificant. The above-mentioned aash crops arc widely used for the production of edible oil. 

Table 111.4. Production or cash crops, 1987-1992 
(Thousand tonnes) 

1987 1988 1989 1990 1991 1992 

Cotton seec: 584 532 498 504 483 
Soya beans 134 129 91 107 120 59 
Sugar cane 8,424 10, 795 11,213 ll, 144 11,095 11,624 

Smnr': C.Cntl'91 AJcncy for Public Mobilization 1r.d S1a1is1ics (CAPMAS). 

Recent treads 

Around 75 per cent of Egypt's edible cil requirements is met by imports, and one-quarter is 
produced locally. Cotton seed accounts for 60,000 tonnes of edible oil production, while soya 
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beans and corn tum out 12,000 and 3,000 tonocs of edible oil, rcspcdivdy.1/ Around 95 per 
cent of local edible oil is produced by public-sector companies. 

Coestraiats aad prospects 

Ecb"blc oil consumption in Egypt is estimated to reach 63,(XX) tODDCS in 1995. A fall in the 
cultivation of oil seeds, particularly cotton seeds or soya beans, is predicted, with a resultant 
dcdinc in the local production of crude edible oil Because SUDflowcr seed production is not 
sufficient to offset a fall in the production of other oil seeds will force the government of Egypt 
to spend about LE 1 billion annually oa oil imports. 

The use of bjgb-yielding hybrid seeds is ~tial for enhancing productivity lcvcls in the cultivation 
of oil seeds in Egypt. Two companies in Egypt turn out 120,(XX) tonncs of hybrid seeds annually 
which is sufficient to cultivate over 45,<m acres of land. But these seeds arc exported. Prevention 
of losses in oil extraction and introduction of good packaging arc important. The edible oil 
processing industr; bas significant scope for generating job opportunities for farmers, saving 
foreign exchange spent on imports, and providing by-produc:ts, such as protein feed for animals, 
with a substantial potential impact on dairy products. 

Confectionery prodacts 

Tbe ftSOlll'U base 

The production of sweets and confectionery products depends heavily on imports of sugar, cocoa 
beans, oil, fats, coconut milk, nuts, dried fruits etc. The cost of imports rose significantly in thr, 
late 1980s due to the depreciation of the Egyptian pound and successive inacascs in duties on 
essential imports, including packaging materials. 

Rant treads 

Production figures as reported by the me;mbers of the Chamber of Food Industries show that the 
production of halawa, Egypt's popular sweet, stood at '15,rn:T tonnes in 1989/90 (sec Table ffi.5). 
The production of halawa increased dramatically since 1975, with a number of varieties based on 
imported almonds and nuts. 

Table 111.5. Output or confectionery prodads, 1989/lfJIJ&1/ 
(Tonnes) 

Halawa 
Toffee 
Carallll'Js 
Chocoldte, cocoa and butter 

Source: Chamber of food lnduttriea. C.iro. 

25,927 
929 
802 

3,068 

•I Ai reponed by the membel'i or Ille Chamber or food lnduslriea. 
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Enterprises affiliated to the Chamber of Food Industries turned out 3.068 tonnes of chocolate, 
including cocoa and butter, in 1989/1990. The open-door policy led tl\ a spurt in chocolate 
manufacturing which was further triggered by a surge in the demand for a variety of chocolates. 
In the mid-1970s the country had only five public-sector chocolate manufacturing enterprises, 
equipped with obsolete capital stock. By the end of 1993 the number of chocolate fadories rose 
to over 500, with the emergence of a large number of private enterprisr.s to tap the country's 
lucrative chocolate market. Competition among chocolate manufacturers seems to be severe 
between public and private enterprises in the produdion of wafer, the most affordable and popular 
type of confectionery product among the middle- and low-income group in Egypt.2/ 

Constraints and p.-uspttls 

High customs duties levied on essential imports constitute a major constraint affecting the cost 
competitiveness of confectionery products. In the wake of rising produdion costs most of the 
major private dealers seem to have fought hard to establish their foothold in ::xternal markets. 
However, Egyptian chocolates are still quite competitive in Africa and in Arab states. For 
example, Cadbury Egypt, a leading chocolate manufacturing enterprise. reaps 25 per cent of its 
sales from the GuH states, Jordan, Oman and North Africa. Egypt's confectionery industry is 
indeed one of the principal items on the COU£try's export profile of food produds. New companies 
using international brand names continue to step up production to satisfy the growing home 
market and to meet ambitious export targets. 

DAIRY PRODUCTS 

Th~ resourtt baK 

Stocks of cattle numbered 1.95 million and of water buffalo 2.65 million in 1989. Buffaloes 
account for around 55 per cent of the country's dairy herd and produce about 68 per cent of total 
milk production. Local haladi cows and imported Friesian cows account for 45 per cent of the 
country's dairy herd.31 Small farmefs owning less than 3 acres of land account for over 70 per 
cent of Egypt's total milk production. Large commercial dairy farms sell much of their output to 
Mi!ir Dairy, a state-owned enterprise manufacturing dairy products. Currently local production 
meets only 60 per cent of domestic milk requirements. There is a need to expand large-scale 
commercial dairy farms in Ofder to cope with the rising demand for dairy products. 

Problems in obtaining sufficient feed are thought to have reduced commercial stocks of sheep and 
goats, which were estimated to have numbered 1.32 million and 1.65 million respedively in 1989, 
although there arc some indications that villagers with acces.'i to home-grown corn supplies actually 
expanded their livec;tock. Stocks of both cattle and of water buffalo were less severely hit, as 
farmers bouitht more expensive feedsluffi;, such as bersecm, lo replace 1hc previously sub:i;idized 
imporl"· and a!i producer price:i; for dairy products improved due lo the ban on poultry import!i. 

Rrcrnl lttnds 

Production of milk durin~ 1981).}990 roc;c lo 2.J million tonne!i, up from 1.2 million tonne!i, and 
of e~s from 2 to~ billion. In term!> of d•c1:i~e annual grov.1h ralc!i, this amounted to 12.6 per 
cent in the ca~c of poultry, 1>.2 per cent for milk, :'\ per cent for eggs and 3.1 per cent for red meat. 
Removal of suhsidies on imported feed for poultry caused output in thi~ !iuhsector lo decline 
!\harrly in llJXX, hut produrtion had rehounded to about 2:'\0,000 tonne!i in 1'>89, excecdin~ the 
peak of 2lh,001l tonne!. achit·vcd in 1987 when output was hca'wily dependent on imported feed. 
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Data obtained from the Chamber of Food Industries. as reported by its members, show 
production. export and import figures in volume and value terms for the year 1989/~. the latest 
year for which reliable data is available (sec Table 111.6). Apart from fresh milk production. 
cheese production constitutes an important processing activity. A large proportion of the country's 
fresh milk and imported non-fat powder milk arc used for the production of cheese. The major 
share of total cheese production is made on farms for local consumption. Both commercial and 
home-made white cheese account for over 80 per cent of ct.~ production in Egypt. According 
to rough estimates, local production of cheese stood at 295,lXX> tonnes in 1992 and an output of 
300,000 tonnes was forecast for 1993. 

Although butter is produced on a large commercial scale, Egypt currently imports 30,000-35,000 
tonnes of butter annually. Imports include around 14,000 tonnes of butter oil, most of which 
originates from the European Union. Domestic consumption of butter rose significantly from 
44,000 ionnes in 1992 to 50,000 tonnes in 1992. Public- and private-sector companies have the 
installed capacity to tum out 1.9 million tonnes of diary p1oducts per year, but current production 
is only 500,000 tonnes. 

Table 111.6. Output, imports and exports of milk and dairy products, 1989/l~/ 
(Quantity in tonnes and value in thousand LE) 

Out(!Ut l!!!l!Qrts Ex~rts 
Quantity Value Quantity Value Quantity 

Fresh milk 21.877 16,919 52 
Sweetened powder milk 1.105 6,072 3 
Unsweetened powder milk 13,1311 82,436 1 
Sweetened condensed milk 4 
Unsweetent!f1 condensed milk 4 
Yoghurt 3,667 5,076 
Soft cheese 3,667 5,076 27,600 78,954 1,787 
Hard cheese 9,908 68,617 4,224 20,909 708 
Processed cheese 2,308 ll ,604 
Ice cream 2,651 6,387 
Butter and natural butter oil 48,099 273,464 35 
Fresh.not concentrated or 

sweetened,milk ~nd cream 22 135 63 
Preserved or concentrated or 

sweetened or powder milk 
and cream 14,243 88,507 12 

Source· Chamller or Food lndusrnes, Cairo. 

Value 

544 
9 
4 

54 
4 

6, 159 
4,968 

207 

68 

72 

a/ A~ n:poned hy lhe Chamher or Food lndu51ria. Dara m rhi5 rahle n:reB only 10 quan1i11u pmduct1 and 
rraded by membeB or rhe Cham!Jer. 

The progressive cxpano;ion of the private sector is an important feature of the dairy industry. After 
the dairy industry was opened to private inve!itment in 1974, private investment expanded rapidly 
and quickly captured 80 per cent of the market of the public-sector enterprise, Misr Dairy 
Products. 
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Constraints and prospec:ts 

One of the major constraints is the country's limited land base with no permanent pastures. 
Animals arc fed in confmcmcnt with high capital and input costs. Shortage of good quality feed 
is yet another constraint on the development of dairy farms. To keep pace with the steadily rising 
demands of the growing population the government is endeavouring to develop an '!fficicnt and 
sustainable dairy industry. Recently the EU has embarked on a project in collaboration with 
Egypt's Animal Production Research Institute. Since December 1991 a leading consulting fm:n 
is working on artificial insemination, fodder production, improved milking and milk handling, 
cheese production, and on the use of modem technology. Around Ecu 43 million has been 
sanctioned as credit for the pri\late sector to encourage profitable investments in dairy products 
and livestock. 

PROCESSED MEAT 

Despite a significant increase in the number of slaughtered livestock and poultry over the years 
(sec Table lll.7), Egypt depends heavily on imports, mainly from the EU. By the late 1980s the 
c.:>untry's meat processing industry imported over 4,000 tonnes of meat annually from the EU. 

Tahir 111.7. Number of slaughteml livrstock and poultry, 1987-1992 
(Tholl54 'ld head) 

1987 1988 1989 1990 1991 1992a/ 

Livestock 
Buffalo 93 87 79 96 135 163 
Calves 480 455 457 486 511 555 
Camels 49 71 80 74 90 90 
Cows 36 34 32 52 74 76 
Goats 38 34 38 53 64 78 
Oxen 1 l 2 l 1 2 
Pigs 61 60 54 59 61 67 
Sheep 438 418 485 526 561 553 

Poultry 
Chickens, bred in homes 33,125 33,515 33,905 34,295 35,465 35,855 
Ducks 7 ,090 7,205 7 ,321 7,437 7,553 7,668 
Geese 5,800 5,895 5,989 6,084 6,180 6,275 
Pigeons 9,245 9,520 9,801 10,088 10.380 10,679 
Turkeys 1,287 1,307 1,327 1,348 1,368 1,388 

Sourc~: Ccnrral Agency for Pullhc Mobihza1ion and S1a11s11cs (\.APMA'i). 

a/ fa11ma1c. 

In 1he mid-19805 the government launched the "Bi1ello" (calf-rearing) projccl wilh a view 10 
containing a i;ignifir.anl increai;c in lhc price of red meat by enhancing ih supply. This large-scale 
project led lo a significanl increase in the domeslic supply or red meal lo 451.000 tonnes in 1990, 
compared wilh ~3.000 lonnes in 1980. Imports of buffalo dccrea~ed from 12.l,500 in 198710 fl,470 
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in 1992, while thmc of frozen meat dcdincd from 110,lXX> lODDCS 10 9,900 lODDCS during the same 
period. Recently a new calf-rearing project was launched by the Ministry of Agricuhure in 
collaboration with USAID. 

Rettnt trtnds 

Fresh Foods International, one of the largest meat processing cntcrpriscs. bad the capacity in the 
late 1980s to process 500 tonnes of meat per month. However, the enterprise was processing only 
200 tonnes of meat per month for the production of hamburgers, meatballs, mince, sausages, meat 
cuts and liver due to the scarcity of meat. While large meat processing factories operate at less 
than optimal capacity, many small factories do not have adequate facilities for storing and 
processing activities. 

A significant development in recent years bas been a change in the pattern of meat consumption. 
Consumers are becoming increasingly accustomed to frozen meat rather than fresh products. In 
the face of rising demand for frozen meat products, supermarket freczmg facilities are being 
expanded. 

Coastniats and prospects 

The demand for meat is growing. Upper Egypt bas experienced the greatest increase in the 
demand for frozen meat products. A shift in the pattern of consumption in favour of frozen meat 
calls for modernization of meat processing factories in order to deliver varieties of high-quality 
products. 
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FISH PROCESSING 

The annual fish catch currently averages about 300,(XX) tonnes a year, compared to 295,155 tonnes 
in 1990 (sec Table Ill. 8), according to official figures, but other analysts estimate that this may 
have fallen recently. A major clearing operation al the Damictta pov.-er station in February 1992 
seems to ha"YC resulted in some 475 touncs of fish being killed and caused SC\'Cre damage to the 
local fishing industry. 

Remit tmads 

Data pertaining to the production, elpOft and import of processed fish products is nor readily 
available for recent years. Information obtained from the Chamber of Food Industries, as 
reported by its members, is presented in Table 111.9. The output of preserved fish stood at 3,207 
tonnes in 1989,'90 against huge imports of 126,872 tonnes. 

Table Ill.I. Fish catda. 1987-1990 
(Tonnes) 

1987 1988 1989 1990 

Total 221,563 263,905 277, 118 295,155 

Sea fisheries 
Mediterranean sea 23,002 32,812 32,363 32,128 
Red Sea 21.182 25,540 39,581 36,295 
Suez Canal 253 342 288 443 

Lakes 
El-l'anzala 46,987 69,256 50,353 57,195 
El-Boroulles 22,510 24,774 38,070 52,520 
El-8anJuil 1,398 1,5 . .! 1,600 2,761 
Edco 7,580 8,236 7,511 8,043 
l'aryott 5,514 6,991 3,205 1,731 
Qaroan 2,352 l,927 1,143 1.e11 
High Dall 22,511' 21,865 22,835 22,034 
Port Fuad 500 521 300 300 

RI vers and cana 1 s 
llile, canals and drainage systems 30,067 31, 189 38,415 37,882 
Fishery far9S 37,700 39,410 41.454 42,206 

Sourc': C.Cntnl Apncy ror P""lic Mobiliulion and Sla1is1ics (CA .4AS). 
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Table 111.9. Output. imports and aports of procased 11.sb prodllds. lfJl!IJ/I~/ 
(Quantity in tonnes and value in thousand LE) 

Preserved fish 

Frozen fish 

Output 
Quantity Value 

3,207 

4,125 

15,406 

14, 791 

Sourc~: Clamber of Food Industries, Cairo. 

lll!Orts 
Quantity Value 

126,672 157,750 

a/ As rq><>ncd by the members or the Clamber of Food lndu.snlc5. 

Constraints and prospeds 

Exports 
Quantity Value 

2.790 193,113 

Egypt has a substantial natural resource endowment for dcvt loping both fresh-water and sea-water 
fisheries. Since much of the fish catch is not subject to a high degree of pr~ at the moment 
despite a significant increase in the demand for processed fish products., there is considerable 
scope for expanding fish-processing activities. Plans arc being mooted by the government to 
increase the annual fish catch from an average of about 300,tXX> tonnes to 700,tXX> tonnes by the 
year 2000. 

PRIVATE SECTOR DEVEWPMENT IN FOOD PROCESSING 

The scale of the government's proposed privati7.ation programme in the food and agricultural 
sector is particularly impressive for potential investors. The initial stage of the sell-off, announced 
in early 1993, will centre on offering all, or part of, the shares of companies deemed to be 
profitable already (rather than those which need restructuring or which are operating at a loss). 
Alrogether, some 35 companies are reported to be ready for sale. Those so far named include the 
following in food processing and production (excluding beverages and tobacco): 

Misr Company for Food and Dairy Products; 
Egyptian Food Company (Bisco Misr); 
Alexandria Confectiouery & Chocolate Company; 
Edfina Company for Preserved Foods; 
Egyptian Company for Packing and Distributing Food.o;tuffs; and 
Egyptian Company for Fish Marketing. 

lnve!ilors seeking entry to the market now have the option of purchasing shares in existing 
factorie'i, as well a.o; setting up new planti; in the free zones or in greenfield industrial sites. With 
1he government having eliminated previous bans on the import of live sheep, meat, fish, cheese 
and other dairy products, tomato paste, sugar, flour, sesame, lentils and beans in 1992, and 
reducc.;d tariff~ on imported items such as fruits (excluding bananas, apricots, apples and citrus 
fruils), honey and olives, some current food producers could also benefit from lower·c05t inputs 
or access lo new raw materials; others, however, may find that demand for their products i~ 
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adversely affected by tt:.e provision of a wider choice cf imported foodstuffs to the Egyptian 
consumer. 

The Misr Carbonated Beverages Company (Misroob), formerly operated by a public-sector holding 
company under Law 203, bas already been sold to private in'VCSlors, while other concerns slated 
for later sell-offs include Edfma and Al-Abram for 8cvcragcs. The expc-cted sale of several 
leading government-owned hotels, including the Cairo Sheraton Hote~ the Aswan Obero! and 
Shcpheards, will also affect the market leaders in the beverages sector in Egypt. 

In rhe beverage manufacturing sector, the Egyptian Vmeyards Company, El-Nasr Bottling and 
Egyptian Bottling were slated to be included in the first batch of sell-offs. which concentrated on 
100 per etnt state-owned farms. By mid-1993, bids were being evaluated for all three. Both Pepsi 
Co and Coca-Cola were reported to be interested in acquiring complete ownership of their 
franchisees, but some reports in Cairo suggested there was opposition to the government giving 
approval to their moves on the grounds that it would give international firms a virtual monopoly 
in the domestic market. As 2 result, some shares in the two firms may be offered to the public. 
In late 1992, a company partly owned by Kuwaiti interests, MAK for ln'VCSlments, had bought 
EBC's shareholding in its subsidiary, the Misr Soft Drinks and Canning Company, for a reported 
sum of LE 7 million. The sale was said to involve almost 550,000 shares. 

Cumulative private-sector investmen< Dows across disaggregated segments of food manufacturing 
arc presented in Table 111.10. According to the General Authority for In'VCSlment (GAA), 
margarine, fats and oil products attracted the must in terms of capital investment. By June 1993 
both foreign and local private-sector in'VCSlmcnt in these product categories stood at LE 312 
million. Soft drinks and mineral water production also attracted substantial priva.e-sector 
investment. 

In the medium term, the gradual removal of price controls on tea, coff cc, soft drinks and juices 
will create a new climate in which manufacturers will be able to produce a wider range of products 
aimed at upmarket consumers, the hotel and catering sector and tourist facilities. The example 
of Nescafe already demonstrates the demand in the country for internationally branded products, 
despite their generally higher cost. Gcvernment reforms of the tariff system will also help to 
remove production constraints affedin.; supply and diversity, although local companies will suffer 
from the higher cost of imports and the removal of protection. In the latest moves, existing bans 
on the import of carbonated water, certain non-citrus fruits and glass products have been removed, 
and the lifting of similar import bans on a variety of other products is under consideration. 

Joint ventures with international firms able to contnbute effective marketing and advertising, as 
well ~ distribution, would help Egypt increase its value added through the development of 
brand-named products or through the supply of natural juices, and possibly wines and other 
alcoholic beverages, to foreign manufacturers. Production of non-alcoholic beers and of products 
such as sparkling apple and grape juices will also fmd more ready markets in Europe and the 
United States, given the increasing emphar.is on health, as well a.~ in the Arab countries. 

With an impressive turnaround in Egyptian 1'griculture, the climate for both foreign and private 
local investment in the food industry is better than it has been for the past four decades, despite 
the growing reliance on imports. Changes in government policy to encourage such investment are 
at the forefront, including measures to change the country's land laws and to privatize existing 
state-owned industries, but so too is the prospect or a rise in demand both within Egypt and in the 
neighbouring countries. 
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Table 111.10. Approved private Investment In the food Industry to June 1993 
(Cumulative investment in million LE) 

Activity Mlllber 
~a,i II I i Oll!!it!!! . 

loca~ Foreign Total 
1yll!1U!!!!nS i;2U 

loca~ Foreign Total Egyptian 
~1122!.IC ·oretgn Total 

Mllllf Egyptian Fore gn 
Production 

Total Value 

Soft dr 1 nks and 
•ineral water 18 S8 142 200 83 248 331 4,803 19 4,822 6 1 7 164 

Freezing and 
cool tng stores 19 Q 5 14 23 18 41 993 1 994 1 - 1 14 

Cookies. macaroni 
and pastes 15 66 41 107 106 104 210 1,473 21 1,494 6 1 7 134 

tMrgarine. fats 
and ot ls 15 J8 274 312 215 496 711 3,038 72 3, 110 23 3 26 1,673 

Prepared food 12 37 70 107 79 101 180 1,362 17 1,379 5 1 6 241 
Processed meat 9 29 48 77 76 73 149 862 16 878 3 1 4 143 
Processed ftsh 3 4 8 12 7 11 18 269 - 269 1 - 1 21 
Milk and dairy 

e products 10 11 28 39 34 50 84 1,315 31 1,346 s 1 6 173 
c:: Processing of non-
:! food crops 17 35 59 94 63 104 167 3,647 11 3,660 11 1 12 480 
ft Food products a. 
z distribution 
• centres 3 ll 4 15 15 10 25 2,570 - 2,570 4 - 4 151 

I g Other 4 1 4 5 4 11 15 - - - - - - -.. 
;" Total 125 299 683 982 705 1,226 1,931 20,332 190 20,522 65 9 74 3,194 Q. 

! 
:I. 

i !!. 
So.IK~: General Authority for Investment. 
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The removal of gO'ICmment subsidies on basic foods and revisions in trade policy aimed at creating 
a freer market in foodstuffs while removing the support given lo stale-owned firms have already 
led to higher consumer prices but. it is hoped. will expand supply response in the medium term 
and so increase both the range and quantity of goods available as well as investment opportunities 
for profit-making companies. 

In addition to opportunities to promote such exports through the introduction of better packaging 
and marketing techniques, investment in modern. up-to-date processing facilities could open 
potentially huge markets in the neighbouring Gulf states and in subsectors such as hotels and 
catering where Egypt has a particularly important market given its large tourism sector. Products 
particularly suitiai>le for such processing include concentrates, juices. jams, canned. frozen. dried 
and precooked fruits and vegetables. coadinaents. sauces. puddings and infant foods, as well as for 
use as a raw material in other food processing and packaging lines. Investment in marketing. to 
provide for the increasingly sopbislicateo and environmentally conscious tastes of consumers in 
these countries and sectors would also create more value added, given Egypt's comparative 
advantage in terms of skilled but low cost labour, and its access to highly trained technicians and 
professionals. 

Governme1.1t reforms have removed controls from virtually all food crops except the growing of 
sugar can1; in Upper Egypt, the site of the large public-sector sugar refmeries. Producer prices 
are also being freed to allow them to approach international levels. A new code governing 
property relations has been adopted and is descnl>ed as one of the most significant reforms in 
agriculture since the 1952 Revolution. Under its terms, landlords will be given the freedom to set 
farm rents up to a specified ceiling (22 times the property tax levied on the land). 

Officials estimate that as much as LE 700 million worth of private investment has gone into the 
Sinai Peninsula alone as a result of the sales. Incentives already provided include free irrigation 
water (except on reclaimed land) and a subsidy on fertilizers; energy for food processing is also 
provided below market cost. Altogether some 83 agricultural companies are to be sold to private 
investors as a result of the government's privatization programme, thereby malting it possible for 
many food processors and manufacturers to obtain domestic supplies or certain inputs free or 
government purchasing and import schemes. 

Foreign and private investment in the food industry is expected to ~ncentrate on the production 
of foods for those Egyptians with incomes sufficient to purchase processed foods, the hotel and 
catering sectors and on exports. This will require better packing. distribution and marketing than 
generally has been the case in the past in the state-owned sector. 

B. TEXTILES AND GARMENTS 

TEXTILES 

Tht rnourtt bast 

The production of textiles in Egypt is based largely on the country's main agricultural crop, colton, 
of which a wide range of varieties are produced, including premium extra-long and long-staple 
varieties as well ao; its medium- and short-staple varieties. Measures have been taken recently 10 
increase the output of synthetic fibre.o; using the country's resource endowment for the manufacture 
of petrochemicals. On average, the textile industry absorbs about AA per cent of local colton 
production, the remainder being exported. Traditionally the textile requirements of lncal mills 
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were met entirely by domestic production. Imports of short-staple cotton however have increased 
in recent years and currently these imports account for over 17 per ecol of total consumption by 
spinning mills. Since cotton is by far the most important component of Egypt's textile industry, 
most disaggregated data reported in this section refer to cotton lcxtiles.41 

For much of the period between the revolution in 1952 and the end of the 1970s. the cotton crop 
averaged about 10 million metric qantars, or around 153 million bales (I metric qantar eqwls 
50 kilograms; 218 kilograms equal 1 bale.) Exceptional periods included the early 1970s and !'<>me 
years of the 1980s when output averaged below normal production levels. While 7 million qantars 
were produced in the 1989/90 season, output fell to below 5.7 million q:mtars in 1990/91 before 
rising again the following year to 5.9 million qantars. 

Long staples (defmed as 1.25 inches and longer) have tended to dominate output, although this 
has been falling since the mid-1970s, when these accounted for about 40 per cent of total 
production. By the end of the 1980s, however, medium (1.125 to 1.25 inches) varieties made up 
about 71 per cent of output. By 1992 medium-staple cotton production acco1L.,ted for over 73 pc:r 
cent of total cotton output (see Table IIl.11). 

Table Ill.II. Cotton: cultivated area. production and yield by type and yQr, 1952-1992, 
selected ynrs 
(Cultivated area in tbou&and feddans; production in tbousc.ad metric qantars; yield 
in metric qantars per feddan) 

Percentage 

1952 1987 1988 1989 1990 
change 

1991 1992 1988-1992 

All varieties 
Cultivated area 1,967 980 1,014 I.006 993 851 840 -17.2 
Production 8,233 6,029 5,422 5,055 5,169 5,023 5,992 10.5 
Yield 4.19 6.15 5.35 5.02 5.21 5.9 7.13 33.3 

Long staple 
Cultivated area 965 233 237 253 253 252 199 -16.0 
Product.ion 3,830 1,431 1.454 l.490 1,490 1.637 1,586 9.1 
Yield 3.97 6.14 6.14 5.89 5.89 6.5 7 .97 29.8 

Hedi1111 staple 
Cultivated area 278 747 177 753 740 599 640 -17.6 
Production 1,081 4,598 3.9~ 3,679 3,679 3,384 4,396 10.8 
Yiel!.1 3.89 6.16 5.11 4.97 4.97 5.65 6.87 34.4 

sm .. rr. Central Agency for Pulihr \foh1h1.a11on and S1a1ts11.·s (C'AP\tAS) 

:'liote One feddan e'luals 0 42 hectares. one mcrnr qanrar equal~ 'iO k1logr.immcs 

---------------- -------·------------
Overall couon output is constrained by the limited availability of cuhivated land and has tx:en 
adversely affected by the increasing diversification of crops to include more fruits and vegetablei; 
and also by thl migration of agricultural workers lo urban area!I. Two· and three-year crup 
rotations mean that the cultivated area sown for cotton production is limited 10 about a maximum 
of 20 per cent of the total cultivable land, a figure "'hich was reached in 1952. Cultivated areas 
for all varieties fell hy 17.2 per cent durin,. llJAA-1992, and by 16 per cent an:J 17.6 per cent for 
lnng staple and medium staple, respective!). 

- -· ···--·-·--- ·-·--------
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Egypt's share of the world's premium extra-long cotton staples has also fallen dramatically. In the 
1980/81 season. Egyptian output of this variety amounted to 2.4 million bales, or about 592 per 
cent of total world production. By the end of the 1989/90 season, however, Egypt's output 
amounted to only 13 million bales, at a time when world production had risen to 4.9 million bales. 
As a resuit, Egypt's share of the total f ~u to 27 per cent. In contrast, India's output rose from 
562,000 bales to 1.2 million balc:s over the same period, thereby incri.:asing its share of the world 
total from 12.2 to 24.3 per cent.51 

In an effort 10 regain international competitiveness in textiles, the government has launched a 
number of reforms in recent years. These include measures to increase cotton production and 
yields, a freeing of the cotton trade and of textile export regulations, investment in new plant as 
w1:.U as measures to make the state-run factories more profitable. The production of synthetic 
fibres and their use in local manufacturing to make more modem blends suitable for both hot and 
cold climates is also being promoted. 

Agricultural reforms include the raising of prices paid to farmers by the state trading monopoly. 
These were set at 60 per cent of world prices in 1992 and at 66 per cent in 1993. It is expected 
that they will be increased further once planned measures to remove government subsidies on 
cotton are eliminated. Administrative controls on crop allocations, which require all non-orchard 
farmers to plant cotton at least once every three years, are to be removed by the 1;nd of 1996. 
This will limit the government's role primarily to research, such as on new strains of cotton, and 
the dissemination of technology and new farming methods. 

As a result, the actual acreage devoted to cotton may increase in the second Jialf of the 1990s. 
This is expected to halt the decline in cultivation, which has seen the acreage devoted to cotton 
falling by 19 per cent from 1,291,000 acres in 1980/1981 to only 993,000 acres in the 1990/1991 
season. While in the past the government bas allocated specifir amounts of land each season to 
the crop, ofien irrespective of world demand or prices, local farmers have tended to plant late or 
to plant less desirable varieties because of the relatively poorer price they have obtained for this 
crop as opposed to fruits and vegetables. Others have simply ignored the government 
requirements and paid the resulting fines. 

Plans to reopen the Alexandria cotton exchange .vere mooted in 1992 for implementation in late 
1993, in time for the trading of that season's crop. Further measures to liberalize dome;;tic 
marketing have also been announced for 1994. These reforms should help to stabilize prices at 
levels suitable both for producers and consumers, including retail and wholesale distributors a~ 
well as industriai purchasers. The new price incentives will help make cotton production more 
competitive with other crops, as may government efforts to reclaim new lands for agriculture and 
improved irrigation techniques. Initial indications were that the price incentives had succeeded 
in boosting output during the 1993 season. 

Recent tnmds 

The textile industry i~ one of the oldest industrial activities in Egypt, based origim1lly on small­
scalc workshops and home production. It has spawned a wealth of expertise in both traditional and 
modem methods, even though much of the exi!>ting industrial plant is antiquated by world 
standards and in need of moderni1,ation. By the end of 1990 there were 92:5 firms in the textile 
industry employing a total of 296,000 persons. Of these enterprises, 31 Mate-owned textile milh 
dominate the industry and account for 100 per cent of all spinning. and 70 per cent of weaving.61 
In 1990 the largest textile mill in the country, the Misr Spinning and Weaving company al Mehalla 
cl-Kubra, produced 47,000 tonnes of ct.aon and cotton/polye~ ter yarns, 18(1 million metres ol 
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cotton and cotton/polyester woven fabri~ 5 million metres of woollen fabrics (including synthetic 
blends), 4.500 tonnes of woollen and wool/synthetic yarns, 750,000 blankets (of wool or wool 
blends), 2,500 tonnes or cotton wool, 15 million gauze bandages, 100 tonnes of bleached cotton 
lint, 700 tonnes of terry cloth fabrics and 13 million bed sheets and pillow cases. 

Egypt's total textile output in 1990 was valued at LE 3,954 million, up from LE 3,282 million in 
1989 and just LE 1,443 million in !984. Domestic sales have been more than doubled over the 
period to LE 2.279 million in 1990, compared with LE 1,968 million in 1989 and LE 946 million 
in 1984. Exports have increased even more markedly in value terms, rising from LE 263 million 
in 1984 to LE 886 million in 1989 and LE 1,129 million in 1990, ie more than fourfold over the 
six-year period.7/ The overall produdion or cotton yarn rose from 251,000 tonnes in 1986/1987 
to 316,000 lonnes in 1991/1992 (see Table IIl.12). For pure wool yarns, the respective figures 
were 19,000 and 20,000 tonnes, while that of jute yarn amounleu to 26,000 and 25,000 tonnes, a 
fall of 3.8 per cent over the same period. 

The use of synthetic fibres, particularly polyesters, in weaving is also being encouraged by lhe 
government As a result, outpul rose from 14,247 tonnes in 1984 lo almosl 30,000 lonnes by 1992. 
In value lerms il rose from LE 67 million in 1986/1987 to LE 129 million in 1991/1992. The 
Ameriya petrochemicals complex near Alexandria is being targeted in particular to produce the 
feedstocks needed for the local manufacture or these fibres. 

The counlry's lextile export profile slagnated in the first half or the 1980s, with knitted fabrics and 
lerry fabrics declining dramalicalJy and woven fabrics regis~:::-=.;1g an average annual decline of 0.4 
per cenl. During the same period lhe groWlh of colic!: iabrics remained subdued at an average 
annual rate of less than 2 per cent (see Table Ill. 13). The sombre export performance of lextiles 
stemmed largely from a dislorted policy environmenl in terms of an unrealistic exchange rate and 
price structure. Textile exports recorded a significant increase in the second half ofthe 1980s, with 
cotton yam exports reaching a peak of $396 million in 1989 as a result of the flexible exchange rate 
policy introduced in 1987. However, cotton yarn exports declined dramatically in 1990 and the 
declining trend continued through 1992, registering an average annual decline of 14.7 per cent 
during 1989-1992 against a 5.7 per cent decline suffered by textile exports in general. 

Public-sector textile exports seem to have lost ground whereas products of high value-added fabrics 
- such as knitted fabrics, where the private sector is more involved - have grown significantly over 
the years. There are indications that private-sedor exports have grown most rapidly in those 
product areas where the market is not regulated. Currently lhr. private seclor accounts for around 
70 per cent of tolal knitled fabric exports and 35 per cenl of lerry fabrics. The performance of 
lhe privale sector is particularly slriking in lhe exports of terry fabric.<;, rising from 1.1 per cenl in 
1989 lo 35 per cent in 1992. h highlights the privale seclor's ability lo adapt to changing 
conditions and penelrate external markets. 

The EU counlries constitute the major export marke~ accounting for almosl 55 per cent of the 
total exports of lhe spinning and weaving induslrics.11 Moreover, Egypt's textile exports to the 
United States - a highly competilive market for developing country exporters - have been 
<;ubslanlial ahhough the country's quota for selected products in lhese export markets remains 
underutilized. During the first half of 1992 these were valued at $65 million, compared with only 
$51 million in the first half of 1991. Despile lhe relatively better performance of the privare 
sector, which concenlrates heavily on downstream products, Egypt was clearly unable to capitalize 
on the textile export growth of the late 1980s. The decline in colton yarn and woven fabric.-; in 
recl!nl year!i was partly due to the loss of markets in eastern Europe and in part due 10 increased 
compelition on lhc world market. 

-------·--·-------------------·----
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T•ble 111.U. Produdloa or textiles, 1986/1987-1991/1992 

Product Unit 
1986/ 1987/ 1988/ 1989/ 1990/ 1991/a/ Percentage Cfi1nge 

1987 1988 1989 1990 1991 1992 1987/1988-1991/1992 

Cotton yarn 
Cotton text II es 
Wool yarn 
Wool textiles 
Synthetic textiles 
Jute yam 
Jute textiles 
Blankets and rugs 

Thousand tonnes 
Mil II on Egypt I an pounds 
Thousand tonnes 
Mil lion •tres 
M\111 on Egypt I an pounds 
Tllousand tonnes 
Thousand tonnes 
"Ill ton Egyptian pounds 

251 
658 

19 
14 
67 
?.6 
26 
85 

5-rtt: Cc11tral Apncy for Public Mobilization and Statistics (CAFMAS). 

•I Estim111c. 

249 249 
671 776 

18 19 
17 17 
70 75 
26 26 
27 27 
87 99 

307 306 316 26.9 
882 1, 357 1,504 124.1 

19 20 20 11.1 
30 23 23 35.3 
76 108 129 84.3 
25 24 25 ~3.8 

26 24 20 ·25.9 
115 167 215 147.J 
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Table 111.13. 

Cotton yarn 
Woven fabrics 

Fig. 111.D. Production of cotton yarn, 
1986/87-1991/92 

Thousand tonnes 

1986/87 1987188 1988/89 1989190 1990/91 1991192 
Year 

Tatile exports, 19I0-199l, selected ,an 
(Million S) 

1980-1985 
Average 
growth 

per an11111 
1980 1985 (per cent) 1989 1990 1991 1992 

181 197 1.8 396 340 271 245 
53 52 -0.4 77 79 88 65 

Knitted fabrics 15 9 -8.0 60 65 73 77 
Terry fabrics 3 2 -6.8 6 4 5 6 

1985-1992 
Average 
growth 

per ann111 
(per cent) 

-14.7 
- 4.1 

8.7 
26.1 

Sourer: USAJD, AJSaSmml of potmliol p libtraliz.oliof Olfd priwuizalion of IM £1'fpl coaon tOlik Sllbs«tor, C..iro. 8 
July 1993, Volume I. 

In the wake of a decline in demand for Egypt's fme-count yams, enterprises were forced to shift 
their production towards coarser counts. There is strong evidence to suggest that the country's 
textile industry lacks in1ema1ional compctitivcncss. This is corroborated by the fact that there bas 
been underutilization of the United States and EU quotas for the exports of yarn and fabrics in 
recent years (sec Table 111.14). The country's quarterly index of unsold stocks of yarns bas risen 
dramatically above the world index in recent years, revealing partly the loss of comparative 
advantage in competition for yam sales. 

c United Nations lnduatrial OeYelopmcnt Orpniuuon 
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Tallie 111.14. f.sypt's quotli and Ktual exports of cotton yarn and fabrics to tbe USA and EC, 1919·1993 

1219 Quota xport s l2~ QUOta xports l2f l QUOta xports lif 2 Quota xports 

To t• lntted States 

Cotton yarn Thousand •tres 6 2 6 2 6 2 6 5 
Cotton fabrtcs Mtllton square 111etre 58 43 61 35 65 52 69 26 

To ti. E_.... C-tttes 

Cotton yarn Tonnes 30,500 31,873 35,090 31,662 37,295 29,054 40,000 32' 131 
Cotton fabrics Tonnes 8,623 9,706 10,594 10,507 11,615 10,953 13,300 9,759 

s-tt: Cottoa Te11ile Consolidation Fund. 

lif~ Quota xports 

7 
74 

41,400 
13, 765 
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The deterioration of export sales is attnlmted partly to the quantitative decline in cotton output 
in the face of low procurement prices and an increase in the domestic consumption of the local 
spinning mills, and partly to the use of high. faxed export prices based on a me-year average of 
Egyptian cotton prices. The depression in the world textile industry that commenced in late 1991 
caused considerable damage to textile exporters, including Egypt. 

Constraints and prospects 

One of the major constraints on the Egyptian textile industry is its overcapacity in spinning, 
resulting from a previous government policy of facilitating the progressive expansion of the public 
sector with easy access to institutional credit. preferential exchange rates., and high protection from 
foreign investment. An ambitious capital-intensive investment policy resulted in overcapacity with 
no corresponding rationalization of the production prOCl",ss and modemiz.ation of the obsolete 
capital stock in textile mills. During 1984-1992 the number of spindles in public enterprises 
increased at an average annual rate of 6.2 per cent against a 1.8 per cent increase in yarn 
production. reflecting the poor productivity record of textile mills. 

The productivity record of public-sector firms in particular is uniformly poor. An audit report on 
one of the companies shows that 60 per cent of fabrics turned out by the company is defective. 
According to the same report a fme-count spinning mill wastes around 25 per cent more cotton 
than is standard for such operations. In the mid-1980s the government announced a three-stage 
modernization programme for the ginning industry which was expected to cost a total of $40.4 
million, of which $185 million were to be provided by the International Development Association, 
the soft-loan agency of the World Bank. Additional funds were obtained from international 
donors to help develop the spinning and weaving industries. These include a World Bank loan of 
$69 million to fmance a $109.3 million building project for the state-run National Weaving and 
Spinning Company in Alexandria and $40 million from the Kuwait-based Arab Fund for Economic 
and Social Development (AFESD) to fmance spinning and weaving projects at Kafr el-Dawar and 
Bayda. 

The textile industry itself is undergoing radi<;al change with the introduction of the gov'!rnmenl's 
overall economic reform programme, including its planned privatization of some of the state­
owned companies in the textile sector. Other measures are being introduced to reduce 
overmanning in public-sector companies, including reforms to allow private-sector participation. 
The reforms under way are also expected to expand the range of options for foreign investors to 
manufacture textiles in Egypt. Apart from subcontract~ag, licensing and joint ventures, drawback 
schemes - which allow temporary exemptions from prevailing import restrictions to enable local 
producers to match international quality standards when local raw materials are unavailable - arc 
also being encouraged. 

While international demand for Egypt's extra-long stap1es has been declining in favour of the more 
affordable medium- and short-staple varieties, greater attention is being paid to the introduction 
of new technology and production proccs.~cs, with a view to improving quality. Under the current 
Five- Year Development Plan, which endi; in 1997, some $400 million is to be invested in new 
machinery for the textile industries, virtually all or which has to be imported. State-run firms, 
which include 79 ginnin~ mills and nine large spinning concerns, arc also being allowed to import 
more short- and medium-staple cotton to reduce their dependence on the longer varieties which 
can be used more profitably for both export and for local value added. The state-owned El Na.~r 
Export and Import Company concluded counter-trade deal~ with Belarus, the Rus.~iao Federation, 
Ukraine and Uzbekistan in early 1992 which will allow, for the first time since the large-scale 
nationali7.ations in the 1960s, the import of short-staple cotton in return for shipments of extra· 
long staples. The important local manufacturer, Oriental Weavers, has also linzd up similar deali; 
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with Kazakhstan which arc ~xpccted to result in the import or short-staple cotton in return for the 
export of tclttilcs, clothing and carpets. Local production. under licence. through joint \'CDlurcs, 
or under subcontracting arrangements will bcoomc both m0tt possible and more profitable, 
especially if the remaining government controls oo imports are removed. and oould also help to 
expand Egyptian exports of both tcitilcs and clothing. 

CWTHING 

~ ftSOUl'tt base 

The domestic textile industry is the major supplier or raw materials lo the oountry's garment 
industry. In addition to the substam1:tl domestic sources or raw materials. Egypt is also endowed 
with a large pool of cheap labour ~ anditional skills in garment manufacturing. Because 
of the fragmented nature or t~ garmClll industry sprcacfuig aaoss formal and informal 
manufacturing activities, it is difficult to gage the exact number of persons engaged in garment 
manufacturing. According to rough estDINtes, direct and indirect employment in garment industry 
is close to 500,IXX> people. The availability of abundant skilled and semi-skilled workers at 
relatively low cost is a major comparati'IC advantage in garment manufacturing. B) the late 1980s 
the average wage of a wcwker in garment manufacturing was around 50 US cents per hour. 
compared to 83 cents., 367 cents and 791. cents in India. Taiwan Province of China and the United 
States, respectively. 

Rttmt treads 

There has been a steady increase in the production of ready-made garments in recent years. rising 
from 76 million pieces in 1986/1987 to 131 million pieces in 1991/1992. Since most ready-made: 
garments remain on the import ban list, garment franchising, a new and growing segment of the 
count'fis clothing industry, is emerging as a dynamic component of garment manufacturing in 
Eg-;pt. I While the overall market for garments is large, only tourists, foreigners and the 
wealthiest 10 to 15 million Egyptians presently buy garmenlS produced by existing garmenl 
franchises which turn out high-quality products al low cost under reputable brand names. 

Already, internalional names such as Pierre Cardin, Wrangler. Van Heusen. Bcneuon and Stefancl 
arc producing ready-to-wear clothing in Egypt for domestic consumplion. The Benenon range is 
manufar.iured under licence and sold in Egypl by the toe.al Chorbagi with another Egyptian 
partner, lntaky for Fashion. Launched in 1988, its casual knitwear bas become highly popular 
among young. affluent Egyptians. As a result, production increased ninefold in the first two years 
of operation. By 1990 the partnership had launched a second brand, Naf-Naf. under licence from 
the French manufacturer. Total output in 1990 amounted to 400,000 items, all of which were sold 
on the Egyptian market. Currently local franchises account for ahout 30 per cenl of the markel 
for ready-made garments. 

Exports of ready·made garments in value tenn:i rose sharply from $13.9 million in 1988 lo $70.~ 
million in 1992 (5ee Tahle Ill.IS). As mentioned earlier, Egypt enjoys a significant comparative 
:.dvantage in the export of garmenls due 10 the availability of cheap lahour. The country\ 
preferential acce~ to luaative markets is yet another advantage. However, garment 
manufacturing in general lacks the: capability to meet the quality requirements of industriali1ed 
markets. especially in woven garments. This was evidenced by the fact that in 1992 actual export!"> 
of shirts and blouses to the United States amounted to 646,000 piecei; againi;t the United Statr.s 
quota of n3,000 pieces. Underutili1.ation of quotas in lucrative markets is a reflection on the lack 
of non-price compctitivenc5.c; of Egyptian garments. Despite the country's iong tradition and 
natural rei;ource endowment in term!'. of raw material and lahour i;upply, itarmcnt manufacturing 
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still remains largely underdeveloped due to the dearth or modem equipment, "killed supervisors 
aud efficient management. 

It is contended that the most compctiti\'C product areas for the expansion or garment exports arc 
knitted cotton garments and franchises. These highly labour-intcnsi\'C activities can make good 
use of the country's high-quality long-staple cotton. Moreover, firms can also specialize in 100 per 
cent cotton garments. According to rough estimates, export earnings from garment franchising 
rose significantly from $10 million in 1991 to $31 million in 1993. With a significant increase in 
the number of local firms aff diatcd with franchises, high-quality garme'lt manufacturing will thrive 
due to good management and strict quality control. 

Table 111.lS. Uport5 of ready-made prmaats, 1975-1992, selected years 
(Thousand S) 

Year 

1975 
1980 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
199:? 

Source. Cotton Tc1t1lc Ct)flS()lldaition Fund. 

ConstrainL'i and prospttts 

Value 

14,057 
8.008 
5,488 
4,288 
6,357 

13,886 
24.297 
38,996 
52.246 
70,539 

Labour costs in particalar remain highly attractive, and arc substantially below those prevailing in 
the industry in Europe ;and Hong Kong. and only marginally higher than those in India, Morocco, 
Tunisia and Turkcy. 10/ Although the low labour cmt advantage i'i significantly offset by low 
producti\ity levels in garment manufacturing. thi'i low labour productivity docs not necessarily 
rcncct a lack of aptitude. skill' and dexterity. Inadequate training. low standards or supervision 
and inept production planning are often lhe principal cau.'ies of low labour productivity. In public­
scctor enterprises the problem of low productivity is eucerbated by over;nannir.g and a work 
ambience that docs not call for efficiency and competilivene~" Labour productivity and 
operational efficiency of firms arc adversely affected by a shortage or trained labour, technician.'\ 
and managers at all level" due to migra1ion of workers to Olher coun1rics. The Colton Textile 
ConMllidarion Fund (C'TCF) is playin~ an importanr role in providing rraining faciliries. 

While the reform5 in both the agricultural and indu.\tria! sectors currenrly under way will help to 
provide new opportunilies for investment, the existing clothing manufaciuring indu.\lries in Egypt 
arc M:I to undergo radical change. Libcrali:ration of 1rade policies, in particular, will have a 
si~ificant impact on their current compctitivenes.'i, as will development in the intema1ional 
industry as a whole. While much of Egypt's output of cln1hing will slill be dominated by puhlic­
scctor concerns. liberali7.alion will help to create new markeu for brand names and designer items 
which, hy and large. have hirherto been excluded from the Efzyptian market hy extensive imporl 
conrrolr.. 

---------------



Fig. 111.E. Pro\iuction of ready-made 
garments, 1986/87-1991/92 

Million piecea 

! ' ---, ------=! 
I lf-11 I 

1s 1: 
1
, i 1 n· 1 :--r1· 
I I I I I I l I 

i 1' I ' ! : I ! I '1 

J
I ii I I 

10 ' Ii I l ! I i 

11 l : i : I p i I l 
S ~,1 1·1,: l II, 

~n,~ I . . I ' I I 

! I ! I ! 
i I i 

! ! 

·=1 r------r I 
I ! . 
I ' ! 
I I 
i ; 

I . : . I ! ~ I i i 
t:i ti i 1L.J ,l·.u I; f_ 

o~l_/1~1~__.._!.-_1--~~1~~!,_· ___ :~-1~--~~ 1,_,...~l-'_r _ _,_..__1 -.--~l_.- _J~~i_._ 
1986/l\7 1987188 1988189 1989/90 1990/91 1991/92 

Year 

Note: Data apply to 25 public aector 
cCMllpanl'ta. 

The import ban on tatilcs and clothing is expect~ to remain in force for part of 1994, and the 
removal of other protection is to be phased through the mid-19905. However, local manufadurcrs 
have complained that such measures will add to the adverse cffcds already caused by the increase 
in cotton prices., by the imposition of new sales taxes, rising energy costs (due to the removal of 
state subsidies in the sector and the deregulation of electricity prices) and by the increased cost 
of new capital equipment due •o the depreciation of 1bc Egyplian currency in the wake of its 
convertibility. Some manuf adurcrs have already threa1eocd to dose 1hcir fadorics if 1hc reforms 
arc implemented. but talks between them and the government arc continuing. As a result, lhc 
introduction of the new 1ariff regime may be delaycd.11/ 

PRIVATE-SECTOR DEVELOPMENT IN TEXTILES AND CLOTHING 

Table 111.16. reveals that spinning. 1hrcad and fibre scgmeols auraded private inves1ments to lhc 
tune of LE 947 million by June 1993, of which local and foreign investments accounted for LE 689 
million and LE 2S8 million rcspc:Clively. In terms of the number of enterprises. as many as S6 
private enterprises were established in ready-made garments and cumulative private-sector 
inve5tmcnt as of June 1993 amounted to LE 138 million. The expansion of the private rector is 
further facilitated by the govcmmcnl's huge programme of privatization. Despite lhc continued 
delays, it is providing substantial opportunities for foreign as well a.~ local private investment 

The Holding Company for Spinning and Weaving. which was set up as a start of the programme 
to rationali7.c 1hc sector, is due to offer shares for sale in lhosc of its affiliates which arc 
incorporated as joint-Slock comranics. Five lo ten per cent of the capital in lhC.'\C firms will be 
offcrcii for puhlic subscripiion.1 I 
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Table Ill. 16. Approved private Investment In textiles and clotblna to June 1993 
(Cumulative investment in million LE) 

C4pltal inyested ~roved lnyestment NIJi!er of persons l!l)!Oyecf Wages ~roductlon 
Nllllber Local Foreign Total Local foreign Total Egyptian foreign Total Egyptian foreign Total Value Activity 

Ready garwents 56 73 65 138 147 119 
Socks and gloves 10 3 14 17 13 17 
Woollen blankets 2 31 7 38 38 9 
Carpets and rugs 3 12 51 63 45 64 
Spinning. threads 

and fibres 16 689 258 947 891 1,094 
Dyeing, printing 

and l!llbroidery 5 2 34 36 11 34 
Textiles and 

Ntertals 17 25 33 58 53 51 

Total 109 8l5 462 1,297 1,198 1,3118 

Sow«: General Authority for lnwstment. 

266 12,249 168 12,417 
30 786 24 810 
47 524 - 524 

109 828 12 840 

1,985 45,956 119 46,075 

45 l, 115 10 1,125 

104 3,012 25 3,037 

2,581 64,470 351 64,Bn 
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Other firms to be privatized include the large El Nasr Clothing and Textile Company (KABO), 
the Delta Spinning and Weaving Company, the Uniarab Spinning and Weaving Company, the 
Daqahlia Spinning and Weaving Company, the Damietta Spinning and Weaving Company and the 
Alexandria Spinning and Weaving Company, as well as the important clothing retailer, the 
Consumption Goods and Oothes Company.131 Although no fmn decisions have been 
annouruxd, it is also thought possil>le that other publicly controlled concerns such as the El 
Sbarkia Company for Flax and Cotton, the Port Said Company for Spinning and Weaving and the 
Arabia Company for Carpets and Textiles may also be partially privatized. with non-government 
shareholdings limited to 49 per cent. 14/ 

Products bearing the Italian knitwear brand Steranel and the United States brand Joval are 
produced by the Nile Oothing Company /Utex. Its parent group, the Bc:eidy Group of companies, 
also manufactures jeans under the Wrangler label as well as Van Heusen shirts. Nile Clothing 
produced 1.8 million knit tops, 1.8 million shirts and 15 million pairs or trousers in 1989 in four 
factories in and around Cairo with a total employment or 3,500. A substantial portion or the 
company's output is exported to the United States and Europe. 

Egypt's own free zones, plus attractive incentives for foreign and/'>r local joint ventures or licenced 
firms to operate in new indUSlrial areas such as Tenth or Ramadan City, also provide opportunities 
for both foreign and local private investment. European producers taking advantage or free-zone 
opportWlities include the Italian fashion giant GVB Randolina SA.E., which has a factory in the 
Ameriya Free Zone near Alexandria, and expor".s industrial clothing and fashion sportswear to 
France, Germany, the United Kingdom and the United States. 

In Tenth or Ramadan City, which is one of 11 such cities either operating or planned, 340 
industrial projects have already been set up, of which 66 are in the field of textiles and clothing. 
Most are producing primarily for export to Europe ::nd North America. Incentives include the 
availability of modem industrial infrastructure, tax holidays, preferential customs duties and access 
to technical vocational training schemes for workers. Manufactured products include suits, 
trousers, T-shirts, knitwear, underwear, men's, women':. and children's clothing, carpets and 
curtains, in addition to cotton yarns. cotton doth, woollen cloth, synthetic fibres and cloth, elastic 
bands, laces and zip-fasteners a.-; well as the dyeing and finishing of cloth. While wage!"> generally 
are higher than those paid by public-sector producers in Egypt, they arc still highly com'.l<!lilive 
internationally. At Oriental Weavers, for eumplc, production lint" workers average LE 5m a 
month, including incentive pay.15/ 

The location of such a wide-rangjn6 and moderni7.cd textile industry in the City ha., also spawned 
new initiatives by Egyptian producers therasclves in an attempt to expand retail demand. A group 
of investors from tt:e City has been reported to be looking at the possibili1y of ;-iurchasing the 
public-sector retail chain, Shemlan, should ii be privali7.ed. Further. the well-known French 
department store chain, Galeries Lafayeue, is also said to be considering buying the slate-owned 
Sednaoui group of clothes shops.161 Such developments would iiave a significant effect on 
improving local demand for Egyptian-made products and would also create further niche markets 
among more affluent Egyptian-; for designer and brand-name items produced under licence in 
Egypt but marketed under international labels. 

In line with recommendations made by CJA TI, ai. well as the IMF and the World Bank, Egypt has 
been seeking to harmoni7.c its tariff rate structures to conform with international agreements. 
However, there are still 78 items which are banned from being im./J°rted into Egypt and many 
others which are subject to quota restrictions and high dulies. 1 I The textile and clolhing 
industry, in particular, has been protected by such bans. which cover mo!\t textiler. and ready-made 
garments, as well as by the heavy subsidies provided by the ~overnment. Removal of such 
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protection, as demanded by Egypt's aid donors and agJCcd in principle by the government, will 
have a negative impact on many state-owned concerns, which will find it cm-cmely difficult to 
compete with inexpcllSM imported goods. 

Such moves .:ould also remove bottlenecks caused by state-imposed regulations which have 
prevented the development of rc!ated products and services in Egypt. In particular, manufacturers 
need access to the best of international fashion design, new production techniques, accessories 
(buttons, 1.ip-fastencrs, trim, etc..). patterns, dyes and finishes, as well as marketing and advertising 
services. While Egypt is already well-placed to serve the European market, for example, through 
its low labour and transport costs, its ability to provide the quality needed by European importe:s, 
as well as to deliver in time and in the quantities needed, has been hampered by the eJ:isting 
rcgi.ne of cxccssivc government intervention. 

The advances already made in producing blends of cotton and synthetic fibres, particularly in the 
private sector, illustrate the potential compcti!iYC edge which Egypt could enjoy given its natural 
resources of both cotton and the hydrocarbon fccdstocks needed to produce polyesters and other 
synthetics. A recent World Bank study, for example, suggests that the local market could also 
benefit substantially from the local production of blends designed espccialJy for use in hot 
climates.181 Egypt's proximity to export markets in Saudi Arabia and the Gulf states, where the 
need to import skilled labour mitigates against the development of their own textile industries, 
could also help exports if such products were more widely manufactured in Egypt. 

Eqnally important in an international context is the need to reduce delivery times: in knitwear, 
for example, one sur.-cy produced in 1990 indicated that Egyptian manufacturers generally required 
a lead time of two to five months compared with only 15 to 25 days for firms from Brazil.191 
With consumer demand changing constantly in the world's main markets, :xccssivcly long lead 
times can prevent a manufacturer from gaining important export orders. It is hoped that the 
reforms and privatization of some of the larger public-sector ginning and spinning companies will 
eliminate problems smaller producers have encountered in obtaining the quantities and qualities 
of yarn and cloth they need, and also reduce the necessity (and cost) of building up expensive 
sleeks and inventories. 

C. FURNITURE AND WOODWORKING 

Th~ rnouru base 

The furniture and woodworking industries have always been highly dependent on imported woods 
for raw material. Inrugcnous timber, which includes tamarisk, acacia and carob, is insufficient to 
supply the trade, while wood from the ubiquitous date palm has tended to be rejected because of 
its tendency to split. Egypt spends over LE 1 billion annually on imports of wood and related 
products (sec Table 111.17). 

In 1992, total imports of wood, charcoal and products made from these commodities amounted 
to 1,052,517 tonnes, slightly le~ than in the prc\ious year. In value terms, these imports cost LE 
1.34 billion, compared to almost LE 1.4 billion in 1991. Although no details arc ctvailabic on the 
rypes of wood imported, it is estimated that about 10 per cent arc hardwood.o; used for the crafting 
of furniture, floors ar.d windows.Ml 

The most popular imports used in the furniture trade arc beech, ash, oak and horn beam, as well 
both ;:d and white softwoods, such as pine and spruce. Within the furniture and woodworking 
industry, hcech alon,. accounts for about 90 per cent of total wood used.211 
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Tai* 111.17. Imports ol'wood aad related produds, 1919-1992 

Year 

1989 
1990 
1991 
1992 

Value (Thousand LE) 

1.011,605 
1.357,151 
1,394,079 
1,339,765 

Sotacr. C.cntral Agency for Public Mobilization and Statistics (CAPMAS). 

Quantity (Tonnes) 

1,092.171 
1,131,215 
l.067 ,177 
1,052,517 

The only public-sector company involved in the 1rade, the Commercial Woods Company (FABAS), 
accounts for 30 per cent of the market and specializes in the import or white and red softwoods. 
F ABAS has been seeking new medium- and long-term contracts since the creation of the 
Commonwealth of Independent States (CIS) and the disruption or its former main sources or 
supply. The increasing tendency or CIS sources to demand payment in hard currency adversely 
affected supplies in the early 1990s. 

Private importers were adversely affected by the Gulf War in 1990 and in 1991 and by the conflicts 
in the former Yugoslavia - a main source or beech · since then. Th..'")' have been seeking to 
improve their deliveries from Canada, the United States, central A~a and eastern Europe. 
However, they are reported to have found it difficult to stipulate specifications and delivery 
dates.221 

FURNITIJRE 

Recent trends 

The making or furniture and woodworking dates back to ancient times in Egypt: the first known 
import or timber for furniture making was recorded in the Third Dynasty 8.C. Today, about 90 
per cent or all furniture produced is made from wood. 

Furniture production as an industry developed in the 19th century. Eur0pca. styles such as those 
modelled after the French Empire period were introduced to supplement t' 1c traditional Islamic 
and Pharaonic designs, although Greek and Roman designs were also popular. While some 200 
factories wr:re registered by 1980, a large portion or the output until recently came from small and 
medium si7.ed workshops, using manual labour. 

Mass production increased markedly in the 1980s after the government introduced a ban on the 
import of foreign-made furniture. Altogether, 1be induslry in 1990 consisled of 8,427 factories and 
workshgir plus 2,000 furniture showrooms and/or display areas. Total employment amounted to 
75,000. I The number of larger factories, in lurn, bad increased to 500, of which 150 were joint 
ventures, nine owned by the public sector and 26 cooperatives. The remainder were privately 
owned. 

About 40 per cent of the country's furniture is made in the Nile Delta town of Damieua. Of the 
remainder, factories and workshops in Cairo and Alexandria· the two largcsl cities· account for 
about 90 per cent. Most factories, as opposed to workshops, use mass-production methods and 
employ from 300 to 900 workers.24/ About 30 medium· to large-size factories specialil.c in the 
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production of chairs. some for sale to the hotel and tourism sector, as well as for domestic sales 
and export. 

The wealth of skills accumulated by Egyptians in furniture and woodworking is demonstrated by 
the performance of the sector during the period from 1975 to 1989, when, despite the prevalence 
of sma:l-scale production, the gross output of furnitl!re in current prices r<R remarkably. The 
continued rapid growth of the population, combined with the opening of new accessible display 
areas and rising disposable incomes (especially in the case of Egyptians working a!>road and 
sending back remiuances} aeated substantial dem; '. for furniture. By the year 1989/1990 the 
value of furniture production stood al LE 814.4 million (sec Table 111.18}. 

Table 111.18 Production and exports or furniture, 1988/1989 and 1989/1990 
(Thousand LE) 

1988/1989 1989/1990 

Production 
Exports 

704,19G 
30,607 

814,462 
BS.136 

Source: Ministry of Industry; Egyptian fcdcl'iltion or Industries; Buslnas Monthly, !\4a) 1992. 

Production in fiscal year 1989/1990 - the last year for which figures are available - was valued at 
LE 814 million, according to the Ministry of ln~•istry, about 15.7 per cent more than in the 
previous year. Sales were estimated to have re...:~ed LE 1.18 billion in 19H9/1990, up from LE 
1 billion a year earlier. However, some industry sources say that because of widespread under­
reporting by many of the smaller workshops, actual output may be considerably higher than the 
official figures would indicate, possibly running to as much as LE 2 billion to LE 3 billion in 
1989/1990. 

Exports in 1989/1990 amountr;d to LE 85.1 million. about 10.5 per cent or total production. This 
r<:presented nearly a threefold increase over the 1988/1989 figure in value terms, mainly because 
or substantial rises in exports to France, Kuwait, Libyan Arab Jamahiriya and the former USSR. 

In volum erms, exports rose by 160 per cent to 10,386 tonnes. In 1989/1990, the former Soviet 
Union formed the leading market, followed by Libyan Arab Jamahiriya, Saudi Arabia, Kuwait, 
United States and France (see Table 111.19). While no official figures arc available for later years, 
supplies to the European Union, lo African countries including Morocco, to China and to other 
Arab countries arc believed to have improved significantly, although not on a scale large enough 
to offset a probable sharp reduction in exports to the former USSR and to eastern Europe. 

Constraints and prospects 

In the past fow years, the furniture and woodworking industries in Egypt have suffered a decline 
due in part lo the rising cost of imported wood. Disruptions to a previous main sou1 cc for beech, 
former Yugoslavia, have seen prices rise considerably, c11pecially given the growing competition 
for contract!. with other European buyers. In 1990 a cubic metre or hardwood cost about $430 to 
import whereas retail prices for the lumhcr in Egyptian market~ ranged from LE 1,700 to LE 
2,000 (SSJ0-600), c.1mpared with under LE 50 in 1970.2~/ Import prices for sortwoods, in turn, 
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averaged about $258 for red woods and $233 for white woods. By mid-1991, hov.-:vcr, the price 
of a cubic metre of beech had risen within two months from LE 1,900 to LE 2,210 ($570-680). 

Table 111.19_ Exports of furniture by destination, 1988/1989 - 1989/1990 
(Thousand LE) 

fOrEr USSR 
Libyan Arab Jallahiriya 
Saudi Arabia 
Kuwait 
USA 
France 

1988/1989 

24,405 
4 

1,569 
773 
936 
143 

So1uu: Ministry of Industry; Egyptian Federation of Industries; Businns Monlhly. May 1992. 

1989/1990 

70,984 
4.145 
1.842 
1.514 
1,376 
1.283 

Another constraint centres on falling domestic demand in some sections of the market. The spate 
of economic refo~:; introduced by the government, while expected to produce positive results in 
the medium to ;.,og term, has dcprCMCd both wholesale and retail demand from consumers forced 
to tighten their belts, and has led to lower sales. industry sources report. 

The rising cost of imported raw materials has also led to substantial increases in retail prices for 
furniture, including areas such as Damictta or Cairo's Al-Mansra district which cater to the 
popular, lower end of the market. The cost of furnishing an apartment, according to one owner 
of a compa11y in Damietta, amounted to at least LE 15

7
000 in 1Q90, a figure which outstripped the 

annual income of even upper-middle-class families.26 Since then, the imposi~ion of sales ta'!:es, 
together with continued rises in the cos: of imported raw materials, workers' inst.ranee and other 
producer overheads, has added to the upward trend. 

Existing constraints on the training of furniture designers, as well as the lack of incentives for 
developing craft skills, also serve as a hindrance to the development of Egypt's potential export 
markets. Design students must be encouraged to create original products, as well as to study 
furniture styles from specific periods such as Pharaooic, Islamic or French Empife. The mere 
imitation of styles, while demanded by large sections of the Egyptian buying public, will prevent 
the industry from expanding into more lucrative markets abroad, particularly given the ostentation 
of some of Egypt's furniture. 

On the other hand, the greater use of band-crafted skills (given Egypt's competitive edge in term!: 
of wages), provided these arc adequately applied to create more value added, could be applied to 
the production of up-market furniture such as Egypt's indigcnoi;s intricate Mashrabiyyeb styles or 
Pharaonic derivatives, which are expected to be in increasing demand in the neighbouring Gulf 
states as well as elsewhere in Europe, Asia and North America. Such skills also need to be 
cncouagcd if the industry is to reach its potential in the growing tourism sector. 

Egypt's Social Fund, set up with international assistance to ease the impact of market-based 
economic reforms, could also provide indirect investment opportunities in this sector in the next 
few years. By providing some LE 100 million for artisanal projects in the provinces, ai; well as 
other funds for productive family associations, it could play a role in helping craftsmen and family 
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workshops to upgrade their tools wbilc at the same time ~ their production more towards 
marketable goods that arc in demand citbcr locally or abroad. 'I 

WOOD AND WOGDWORKING 

Despite Egypt's high reliance oa imported woods, it is also a small ~er of wood, dwcoal and 
related products. &duding furniture, these aports amounted to 9,171 toaacs in 1992, worth LE 
13.9 million (sec Table m.20). Moreover, in value terms this rcprcscnts an impressive rise &om 
1989, wbca exports of wood, charcoal and related products made from tlacse commodities 
amounted to just LE 5.8 million. 

Table 111.20. Exports of wood aad rdakd prodllds, 1919-1992 

Year 

1989 
1990 
1991 
1992 

Value (Thousand LE) 

5,754 
16,704 
15,333 
13,906 

Source: C.catral Agmt:y for Public MobiliDtion and Scatislics (CAPMAS). 

Quantity (Tonnes) 

7,132 
5,390 
4,596 
9,172 

F"agurcs on current output in this subsector arc not available; however, as with furniture, 
production has grown r.emarkably in value terms. Gross outpu! at current prices amOWlled to LE 
159.9 million in 1989, compared to LE 11.9 million in 1975.'11/ Even allowing for inflation. it 
is evident that the rapid growth of the population, combined with rising disposable incomes, the 
repatriation of capital by Egyptians working abroad and the growth of tourism has helped to create 
demand for sawn lumber and for wood products such as doors, windows, joints and forms used 
in the building industry as well as for wood handicrafts (such as those sold in the Khan al-Khalili 
market in Cairo). 

Although m11ch of the production of wood and wood products industries is, like furniture, carried 
out in small-scale workshops, value added per employee grew by 2.5 per cent from 1981to1990, 
compared with a decline of just under 8 per cent from 1970 to 1980. Expressed in terms of 
constant 1980 prices, value added for the period 1981 to 1989 showed remarkably good growth 
over and above inflation. 

Constraints and prospects 

As with furniture, prospects for the wood and wood products industries are to a very large euent 
dependent on the supply and cost of imported raw materials. For this reason, many of the 
constraints which apply to furniture manufacture also affect the production of wood products. 

More promisingly, there bas been a significant rise in value added per employee in the wood and 
woodworking industries that bas outstripped the cost of wages and salaries. While value add:d 
per employee rose from LE 673 in 1975 to LE 7,462 in 1989, ic almost twelvefold, wages and 
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salaries per employee were up by only a factor ol sligblly more than nine. ic from LE 347 to LE 
3;1Jfl. during the 15-ycar period. 
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Egypt's long cultural history and worldwide reputation for its antiquities could provide a 
competitive edge for the sale of models and replicas., as well as for the production of intriC3te 
wood screens. balustrades. tables and artifacts such as those made in the Mashrabiyyeh style 
common in the Middle Ages, in the inlaid "Damasccoe· fashion combining mother-of-pearl with 
various woods. or in ·Pbaraonic• designs. Private-sector investment in the distnl>ution and 
marketing of Egyptian wood-based handiaafts. both for local consumption and for export. could 
provide further opp>rtunitics to create employment, especially if the costs of the raw material were 
stabili7..cd or if indigenous resources, such as date palm wood, tamarisk and other wood products 
such as fronds and seeds, were used. 

PRIVATE-SECTOR DEVELOPMENT JN FURN111JRE AND WOODWORKING 

In contrast to many other indu.~rial branches. the concentration of ownership in the furniture 
subsedor is already heavily domi;Jated by private investment. or the total output in 1989/90, 
valued at LE 814.5 million, LE 810 million was produced by the private sector, according to figures 
provided by the Ministry of Industry and the Egyptian Federation of Industries. As mentioned 
earlier, the private sector is predominant in wood processing activities. Fresh private investments 
approved by the General Authority for Investment as of June 1993 stood at LE 186 million, of 
which foreign investment accounted for LE 114 million. 
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While furniture production in Egypt a'."pcars to ha~ shown little growth in ovcrall terms in the 
past few years, the prospect of a rise in consumer demand. an upsurge in remittances sent back 
by Egyptians working abroad and a rcvinl of export orders, as 'ottll as of tourism, should pa~ the 
way for additional private in~mcnt in the furniture and woodworking sector. Given their long 
history of furniture making and woodworking. Egyptians have acquired skills and traditions that, 
combined with their competitive wages, could also give the industry a comparative advantage in 
international markets despite the dependence on imported raw materials. 

The pm-ati7..aiion of many of Egypt's lmury hotels and tourist complexes in 1992 and 1993 may 
also enhance the in~mcnt opportUDitics in furnirurc. provided production is oriented toward the 
needs of these purchasers. The proc!uctioa of either mass-produced or hand-crafted chairs, for 
example, could be combined with the bulk purchase of wood at more competitive prices oocc 
import controls arc lifted. However, private investment in other wood-based furniture projcds 
oriented either toward the domestic ronsumcr or towards exports is expected to be warranted only 
if production is carried out in more modem factories with adequate supply and marketing 
arrangements. 

In the short term, private in\'CSlmcnt in the furniture and woodworking sector is expected to 
incre~ dramatically as a result of the expected abolition of the total import ban on furniture. 
Firs1 introduced in the mid-1980s, the ban bas effectively served as a gm-crnmcnl stimulus to local 
production; its lifting will enable private-sector producers of high-quality goods to compete more 
effectively hoth domestically and internationally. In contrast, the smaller worbhops, such as those 
in Damietta, catering primarily to the popular end of the domestic market, could be a~rscly 
affected by competing imports of ~aper furniture from countries or territories such as China, 
Taiwan Province of China, Hong Kong, the Philippines, Romania and other suppliers in eastern 
and central Europe. 

A reduction in lariffs on imported wood and other raw materials such as synthetic foams, nails, 
glue~ upholst:ry fabrics, fasteners, glass, trims and packaging materials would also provide a 
significant stimulus to local private-sector producers able to with.o;tand the competition of rcady­
made furniture, doors, windows, flooring and other wooden products imported from abroad. 
However, given the lack of sufficient competition in the wholesale trade in both sawn and un.,.awn 
timber, plus the continuance of the government regulations affecting rile pricing and import of 
softwoods, it is unlikely lhal any reduction in tariffs would necessarily be pa.<iSCd on lo the 
producer or retailer. The sector is likely to be dominated inaca:;ingly by those manufacturers who 
operate with mass-production methods and/or have sufficient capital either to buy their wood in 
hulk or lo finance sufficient inventory and slorage facilities. 

In the medium- to long-term, the furniture sector will al50 need lo expand the use of modern 
materials, as well as more modem methods of production which emphasize just-in-time delivery 
(to avoid costly invcnlories), Oat-packed items and 5tacking furniture. 

The use of blockboard, plywood, chipboard and Olher c!ieapcr wood-based products 1ha1 arc 
particularly suilahlc to mass production is one way 10 expand ou1pu1 while minimi7fog raw malcrial 
cos!!\. This would help to cover the substantial volume of unmet dcmar.d in Egypt by keeping the 
final cosls to the consumer low. Hc:wever, rc5Carch in the United States and Europe has shown 
1ha1 consumer rcsislancc to lhc use of these malerials may he high unles.c; they arc accompanied 
fly a11rac1ivc dcsign'i, immcdialc availahility and sufficicnl promolion and marketing. This in rum 
cnlails ccntrali1.cd distrihution facili1ies and large showroom space thal is bcyonfi mosl of the 
small- lo rnedinm-si1.cd produ-:ers in Egypl. 
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Table 111.21. Approwd prtvale lavestmeat la wood ladU1try to Juae 1993 
(Cumulative investment in million LE) 

Ctf1ttl \nytsttcl App~ \n~ts~!IDt 
Mllllber Loct Fore1gn Tottl Loci oregn Total 

furniture projects 6 
Carpentry and 

wooden products 9 

Total lS 

14 

21 

35 

SOWft: General A111bority for l11Ye1tmc111. 
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The use of materials such as plexiglas. fiberglass and other synthetic plastics. polymers and resins 
may be another step forward. particularly if furniture made from these is marketed to spccifac 
daentelcs. Their USC would reduce the need (0 import costly wood in fa~ of materials that 
could be manufactured from Egypt's own resources of hydrocarbons. Plexiglas shelving. display 
stands, side tables, benches, planters and bathroom fixtures, for example, may be prnmoted as up­
market products in line with lhcir image in Europe. or such items may be directed lo specialized 
users, such as offices, shops, ~cries and restaurants.. Given the compctitivcly lower cost of 
producing plcxiglas products in Egypt, export demand could also be apccted lo grow if suff acicnt 
supplies were produced and if sufficient fccdstocb al reasonable prices ~re made available lo 
manufacturers. Quality control. such as in the final polishing as well as in manufacture and design, 
is, howc\-cr, essential. 

D. CHEMICALS 

PETROCHEMICALS AND HYDROCARBONS 

The discovery of commercially viable deposits of crude oil and natural gas in Egypl in the early 
1970s laid the foundation for the development of a significant petrochemicals and refining sector, 
which though small by Middle Eastern standards, has transformed Egypt's industrial output and 
export earnings. Proven reserves of petroleum amounted to 4.5 billion barrels (600 million tonnes) 
at the end or 1991, representing 0.4 per cent or the world total. Proven reserves or natural gas 
amounted to 12.4 trillion cubic feet (!I00,000 million cuhic metres), accounting for 0.3 per cent of 
the world total. 

Production of crude oil has ri~n significantly in the past decade, rising from an average of 725.00l 
barrels per day (b/d) in 1983 to 925,000 b/d at the cod of 1991. Natural gas output ha"> shown 
an e\-cn more dramatic increase, reaching 8.2 million tonnes of oil equivalent (MTOE) at the end 
of 1991 compared to only 2.4 MTOE in 1983. At 1991 production levels, Egypl bad enough 
pelroleum to la">t another 13.5 years, and of natural gas to provide supplies for just under 39 years. 

Egypl's first gas field came on stream at Abu Maadi, in tbe Nile Delta, in 1974 with an output 
capacity of 120 million cubic metres a day. Abu Gbaradeq, in the Western Desert, began produc­
tion in 1976 and rapidly became the main source of fuel for the capital, Cairo, as well as for cbe 
huge iron and steel complex al Helwan. In 1979 additional ou1put began nowing from the Abu 
Qir field. which lies off the Mediterranean coast near Alexandria. Subsequently, the field at Ra."> 
Shouqair in the Gulf of Suez and two ochers in the Mediterranean - at Timsah and Port Fouad · 
as well as in the Western Desert - Sitra and Badr cl-Din - were brought on strram. By the end 
of 1992, the Badr el-Din field, opcraced by the Badr el-Din Petroleum Company (BAPETCO) in 
which Shell Egypt ii; chc foreign parlner, ha<' produced 160 million cubic feet a day. 

The currcnc Five-Year Plan, which runs from fii;cal 1992/1993 co 1996/1997, callli for the 
con'iCruction of a new associaccd ga"' gathering ccncrc souch of the Gulf of Sue1, which will pipe 
ga'i lo Che Ra:-i Shuqair proces.'\ing plant lo produce 45 million cubic feet of gas a day, 150 tonne~. 
of l.P(i a day and l,llXl h/d of condcn'iates. In addition, ic also provide!i for 1he initiacion of 
phase two of the devclopmcnc of the north Abu Oir field to produce 15 million cubic foci of ~as 
a day and J45 h/d of condensates, as well as Che exteni;ion of the gas distribution network lo 

:!ti0,000 dome!\lic U'ier!i in Cairo and 150.llXl houliehold'i in Alexandria. 

Projcctc;, already under way include the $62 million coni;Cruccion of a Tranli-(iulf ga!I scheme 10 

hrin~ a cotal of 107 million cubic feel of gai; a year from the Belayim and October field!\ in the 
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Gulf of Suez to the Ras Shuqair gathering complex. Overall production of natural gas is expected 
to rise from a total of 8.9 million toancs in fiscal 1992/1993 (and 71 million tonocs in 1991/92) 
to 11 million tODDCS by the cad of the Plan period. 

Intcmatiooal oil companies arc also actWc in the COUDlry, and arc being cncouragc:d to continue 
exploration and productioa of bolh mule oil and DalUral gas - as well as providing the required 
transport and supply systems - for domestic use as both a fuel and as a feedstock and for export. 
Shell Wmning. a subsidiary of Royal Dutch/Sbcll, is planning to bring on stream in the Dal year 
a recently disawcred gas field in the Western Desert dcscribcd by industry sources as ·very big", 
according to the Egyptian General Petroleum Corporation (EGPC). The find was made near 
Marsa Matruh and initial tests indicate production of 16 miDion cubic feet a day of gas and l,(J(J() 
b/ d of condensate. A gas line is being considered to tic the fmd into the gas distn"bulion network 
casl of the ficl<'. Preliminary estimates suggest that the field may contain as much as 1 trillion 
cubic feet ol. gas rcscncs. 

Evaluation of a gas discovery by the Intcroatiooal Egyptian Oil Company (IEOC), a subsidiary or 
the Italian company, Agip, in the Western Desert is also continuing. Shell has already discovered 
another important gas field in the area containing an estimated 150 billion cubic f cct of reserves. 

As a result, production &om the Marsa Matruh area, near the border with the La"byan Arab 
Jamahiriya. is expected to rise from zero at prcscnl to about 371,IXX> tODDCS by the end of fiscal 
1995/96, inacasing to 391.IXX> toanes in 1996/1997. Production from Shell's interests in the Badr 
cl-Din field (as part of APETCO) is set to rise from 1.8 million tonnes in 1992/1993 to 33 million 
tonnes in fiscal 1996/1997. This !t'Ould represent 30 per cent of the total output of 11 million 
tooocs projected for that year. 

Elsewhere, a significant new gas faod has been reported in the Nile Dcka area, near the town of 
Dasuq in the Kafr al-Shaikh govcrooratc. The Atlantic Richfield Company (ARCO) and Pbillips 
Petroleum Company, both of the United States, arc the main coaccssionaircs. Initial indications 
arc that production could amount to 26.5 million cubic feet a day of gas in addition to a smaller 
amount of condensates; hOWC11Cr, speculation continues in Cairo that the find may be far larger 
than so far reported. Earlier in 1993 another fmd. near Halawa in the Delta province of 
Dakahliya, was announced by IEOC, along with still another in the Gulf of Suez, close to its 
concession in the Bclayim faeld. Speculation is also continuing in Egypt that IEOC may announce 
yet another major discovery in the Port Fouad area off the Mediterranean coast. 

The con.~ruction of a natural gas grid is also proceeding, linking the Abu Maadi field with the 
industrial centres of the Delta, the Abu Gharadcq supplies with the Hclwan complex and Abu Oir 
with petrochemicaJ and other heavy industries in the Alexandria region. A 270-k.ilomclre pipeline 
is under way to bring gas from the Badr cl-Din concession, operated by Shell Oil, lo Ameriya, 
west of Alexandria; plans call for a total flow of 1,500 million cubic mclrc.'i a year al a rate of up 
lo 4.8 million cubic metres a day. 

Downstream hydrocarbon indU5lries, which include petroleum refining, the production of liquid 
petroleum gas (LPG), natural gas liquids (NGl...6) and petrochemical fccdstocb, as well as 
petrochemicals themselves, arc a relatively new industry in Egypt. De!pitc the commeoccmenl 
of significant crude oil exports in the mid-19705, rising domestic consumption (which grew 
dramatically until the gradual substitution of natural gas a~ an alternative fuel) reduced the amount 
available for local prOCCMing and. c.onsequently, value added. Domestic consumption of crude oil 
w~ also encouraged by high govcrnmenl sub.idies on hydrocarbon fuels which, in lhc case of 
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pelroleum products. reduced lheir cost lo lhc consumer in thc early 1980s lo less lhan one-fifth 
the average price on world markers. 

Refinery conslruction. aimed inilially al reducing imports and al supplying local needs, began in 
1972 wilh lhe opening of the Ameriya refinery, near Alcxandria, wilh a capacily of 73,<m b/d. 
The following year another refinery, wilh a capacity of 15,<m b/d, was commissioocd al Tanta in 
lhe Nile Della. By thc end of 1987, lhe number of refineries had reached seven: two al Suez, two 
near Alexandria (Ameriya and Mex), and others al Mostorod (souda of Cairo), Tania and Wadi 
Feran. Combined capacity, including subscqucnl expansion of lhc inilial two facilities, lotallcd 
452,<nl b/d in 1987. OUlpul lhal year averaged 448,000 b/d (22.4 million lonncs), up from 
422.<nl b/d (21.l million lonncs) in 1986. 

During 1he foUowing Five-Year Plan (1987/1988 lo 1992/1993), lhc EGPC, lbe Slale-owned oil 
company, buill a new refmery at As.siyut in Upper Eg_ypl, opcraled by an EGPC subsidiary, the 
As.siyut Oil Refining Company wilh an initial capacity of 50.000 b/d. Its processing facililics 
include a 2.5 million lonnes-per-year crude distillation unit, vapour recovery unit, stabilizer and 
gasoline caustic wash units. as wcU as storage facilities, piping. infrastructure and utilities. Crude 
oil for the complex is supplied from the Ras Shuqair oil ficlci in the Gulf of Suez via a 260-
kilomctre pipeline. Another facility, also wilh a capacity of 50,<m b/ .1 and equipped ~ith a 2.5 
million lonnes-per-ycar crude distillation unit, was opened in Suez in lbe early 1990s. Overall rcfm­
ing capacity increased to 523,<m b/d by lhe end of 1991 and was cstimaled lo ha\'C risen to more 
than 570,000 b/d by the end of June 1993. 

In addition to encouraging lhe development of its own petroleum products indu.strics. the Ministry 
of Pelroleum in lhe 1980s began buildiag a series of major stale-owned petrochemical plants at 
and near Ameriya, outside Alexandria. These included an integrated polyvinyl-chloride (PVC), 
vinyl-chloride and chlorine facility where lhe initial capacity for PVC amounted to 80,<nl tonnes 
a year; an ethylene terminal; a 100,<m toones-per-yt:ar vinyl chloride monomer (VCM) plant; a 
caustic soda (sodium hydroxide) and chlorine plant (for a joint venture between Marubeni of 
Japan and the Egyptian Petrochemicals Company) with a .:apacity of 66,500 tonnes of caustic soda 
and 60,000 tonnes of chlorine a year; a complex for Nasr Petroleum to produce propane, butane, 
light naphtha, high-octane petrolcuD' blending ingredients, benzene and tc ·•uenc; and a 40,000 
tonnes-per-year linear alJcyl benzene complex. 

In 1991 Egyptian refineries processed 24,976,000 tonnes of crude oil and produced 23,817,000 
tonnes of petroleum products. This compares with figures of 24,337,000 tonnes and 23,157,000 
tonnes, respectively, in 1990. Exports of petroleum products in fiscal 1990/1991 were worth just 
over SI billion; however,~ .n world prices lhat year pushed up by the Gulf crisis, this trend did 
no! continue in lhe following year, when export values declined to $883 million. The volume of 
output also declined over the period, from 24.9 million tonnes in 1990/1991 to 24.7 million 1onnes 
in 1991/1992. 

In the 1991/1992 fiscal year, production of fuel oil accounted for the largest ourpul of pelrnleum 
products, amounting to 11.5 million tonnes (sec Table 111.22). Gas and diesel oil came ~econd, 
with 4.1 million tonnes, followed by kerosene with 2.2 million tonnes; gasoline with 1.CJ million 
tonnes; asphalt with 576,000 tonnes and avialion fuel with 340,000 tonnes. Natural gas output i!J 
1991/1992 reached 7.2 million tonnes, while lhat of hutane gas (which can be produced hoth from 
petroleum gas and from refinery throughputs) amounrcd to 318,000 tonnes. 

During rhe five-year period from fiscal 1987 /l'>AA to rhe end of 1991 /1~>2. natural gas output rose 
by 39 per cent, according to figures compiled hy rhe Central Agency for Puhlic Mobili7.ation and 
Statistics (CAPMAS). Among petroleum products, the output of aviation fuel r.cored the greatest 

c Unned !1;111on5 lndu5lri1I ~lopmen1 Orpn11.111on 



gain. rising by just under 63 per cenl. Butane gas production incrC3scd by 14 per cent. while fuel. 
gas and diesel Oils were up 12 per CC1ll on PCrage. Dcdines 111CrC rqislercd fOI' gasoline and 
kerosene; these fell~ die period by 15 per CCIII and 4 per c:cal rcspcc:tMly. 

Tablt 111.22. Predmiee el pdrUlnm pl'9Cl8ds w1 ublnl ps. t•/t917-t991/1'92 
(Tboasand tonnes of oil equivalent) 

1986/87 1987/f!B 1988/89 lg&9/90 1990/91 1991/92 

'-so1ine 2.090 2.284 2.352 2.179 2.2S3 1,932 
lerosene 2,32S 2,325 2.385 2,398 2.304 2.~26 
Aviation fuel 168 209 ~36 319 406 340 
to.s and diesel oil 3.604 l,673 3,777 3,702 4,030 4,118 
Fuel oil 10.3Sl 10,302 l0,431 11,00S tl, 707 11,536 
lut.ne gas 274 279 287 316 338 318 
m.tural gas 4.491 S,148 S,504 6,03S 6,620 7,160 
Asphalt S97 549 S80 S92 651 576 

s-rr. Ccanal A&ac'f for hbkc Mobilizahoa ud SWiJrja (CAPMAS). 

Exports of refined petroleum products showed a slight decrease in fiscal 1991/1992 in volume 
terms, falling from 24.9 million metric tOIUICS the pr~ year to 24.7 million tonnes. In value 
terms, they were MJrth S883 million in fiscal 1991/1992, compared to Sl,008 millioa in flSCal 
1990/91, wbco prices were inflated by the Gulf crisis. 

Fig. 111.G. Production of fuel oil and 
natural gas, 1987-1992 
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Exports of petrochemicals ha,,-c risen «'DSiderably since the late 1980s as new plants have been 
commiMioncd. Exports of plastics and artificial re;;ins, for example. have increased threefold. from 
jUSl 2.8 million to 9J tonnes in the four-year period between fiscal 1989 and fiscal 1992 (sec Table 
11113). Even higher outputs were recorded in fiscal 1990 and 1991 due. once again. to aca:lcratcd 
worldwide demand as a result of the Iraqi occupation of Kuwait. In val11e terms. the rise has also 
been impressive: at the end of fiscal year 1991/1992. lhcsc were worth LE «J.7 million. compared 
to jUSl LE 13.7 million at the end of fiscal 1988/1989. 

With demand for most petroleum products and petrochemicals rising rapidly in Egypt as well. the 
government is under considerable pressure to increase refmery outpul further. A major apansioo 
of the Assiyut refinery inaugurated in May 1993 is expected to double output to 100,000 b/d 
(5 million tonnes). Carried out by tv.\"> EGPC subsidiaries. Pctrojct and ENPPI, it is to cost S230 
million. 

Tai* 111.23. Exports or plastic malttials aad utiflcial resins, 1988/1919-19!11/1992 

Value (Thousand LE ) 
~ntity (Tonnes) 

1988/89 

13,742 
2,845 

1989/90 

28,666 
10,797 

Sourc~: C.entnl ~ncy ror Public MobihutlOll and Sca1as11cs (CAP'.\tAS). 

1990/91 

62,595 
12.308 

1991/92 

60,718 
9,130 

A new isomeriution unit is alw being installed at the Mostorod refinery along with anofher 
project at the complex to regenerate spent oils for lubrication. The isomeri7.ation unit will process 
2,000 tonne.-; of light naphtha a day and enable the refinery to produce high-octane gasoline 
without using tetracthyl lead (TEL), a substance which is both costly and environmentally 
hv..ardou.o;. Similar facilities arc planned for the existing refmeries at Suez and Alexandria. 

ENPPI is alo;o considering the construction of two new lube-oil plants in Alexandria, one for 
blending rhe oils and the other to rcgenc.-ratc them. The first io; for the Misr Petroleum Company 
and the second for the Alexandria Petroleum Company (APC). which is alo;o considering plan.-; to 
expand its exii;ting lube-oil production facility. Further expan.o;ion of refinery capacity is planned 
to help provide for the needs of three new power plants due to come on strc.-am in lhc mid-1990s; 
each will require 450,000 tonnes of fuel oil a year, officials report. Additional plans announced 
in 1993 called for the construction of a new refinery on the Mediterranean coao;t and of another 
in rhe Red Sea area, south of Suc7. 

The current Five-Year Plan (1992/1993 to 1996/1997) en\isages a new gas processing plant al the 
Ameriya refinery to handle rising supplies from the Badr el-Din and Abu Sinan fields; construction 
of a 200.ClOO-tonncs-per-year ethylene unil, a tJ0,000-ronncs-a-year polyethylene unit and a 
100,000-tonnes-a-ycar propylene plart at the Ameriya complex; a new luhc-oil unit and two oil 
recycling planrs. eac'1 with a capacity of 11>.om tonne~ a year, at each of the refincriei; in 
Alexandria and Sue1. The total output of condensares was tar~etcd to reach 1.4 million tonnes. 
up from 1.2 million tonnes in 1992/1993, while LPG production is expected to amount to 
B.1 million tonnes, compared wirh 10.7 million tonnes in 1992/1991. 
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Coastraints and prospects 

The production of petroleum products and petrochemicals depends vitally on adequate supplies 
of crude oil and natural gas for both industrial fuels and feedstocks. While production of crude 
oil is holding steady at abuut 870,000 b/d, production from e:Dsting fields. excluding extensions and 
enhanced recovery procedures, is set to decline by abou~ 300,(Xl) b/d o,,-cr the next five ycars.'rl/ 
New fields will therefore ha,,-e to be brought on stream as soon as possible if the cost of fuel 
imports is no! to rise still further. In the short term. some 75,000 bid will come from extensions 
and new fmds in the Gulf of Suez, including British Gas's significant discovery al the Zaafarana 
field. 

In the longer term, Egypt's prospects for exporting hydrocarbon products lo its important markets 
in Europe will also depend on upgrading its own processing facilities to lake European consumer 
preferences into account, and on proposals currently circulating in the European Union aimed at 
increasing the share of ·green· fuels in the energy mix.. The huge French oil conglomerate, Elf, 
for example, has already started marketing ETBE, or ethyl-tertiary-butyl-ether. A mixture of 
ethanol, made from sugar beet or cereals, and isobutanc, it is mixed with unleaded petrol, usually 
in the ratio of 5 parts ETBE IC' 95 parts of petrol, to help further reduce carbon dioxide pollution 
and - given France's own agricultural resoura:s - the dependence on fuel imports. 

Moves afoot in the European Union lo extend lax concessions throughout its 12 member slates 
to such fuels could have a negative impact on petroleum product exports from Egypt, as well as 
elsewhere in the Arab world, and on exports of both methanol - which is used lo produce MTBE -
and MTBE itself, the additive used to increase the odane rating of unleaded petrol. Fulure 
planning for refinery modemi7.ation and expan.c;ion and for the construction of new pelrochcmical 
planls in Egypt will need to take such possible moves into account if the sector's manufacturers 
arc to he prepared for changes in their major export markets in the mid- lo latc-1990s. EGPC 
itself is expected to spend some Sl.2 billion during this period on refinery modernization and 
expansion lo meet lor~j demand, to comply with international environmental standard.<. and lo 
improve it.<. marketing facilities and services. 

Although the country's reserves of nalural gas are subslanlial, and the pace of new discovcrie~ 
more encouraging 1han in the oil sector, government plans to use the fuel to generate 95 per cenl 
of the country's electricity needs are also creating pressures lo ensure that new finds arc brough1 
into production quickly, and that the paa of discoveries is maintained. As a result, consumption 
of natural gas in Egypt has been r~ing markedly, creating greater competition for supplies needed 
by industrial users: in 1991 local consumption a.'i a whole, including utilities and residential u.c;ers 
as well as indtJstry, rose by 12 per cent to 6,862,000 tonnes, up from 6,127,000 tonnes in 1990.30/ 

Fortunately, as a result of current exploration and production activitie!i, condensate and LPG 
production from the Western Dc!iert is due lo ri.c;c markedly. From zero in 1992/93, cond~n!iale 
output from the Marsa Matruh fields is largcled to rise lo 81,000 tonnes by the end of the Five­
Year Plan period, while LPG from both areas will ri!ie from 1.cro lo 95,000 tonnes annually by 
1997. Condensate output from Badr cl-Din, averaging aboul 152,000 lonnes a year, is expected 
to remain about the same over the period. 

Finance from neighbouring Arab states may also help to bring new petrochemical plants into 
production to take advantage of ther.c sources of supply. For example:, lhe Arab Pelrolcum 
lnves:menls Corporation (APICORP), which grnups several Arab governments and is based in 
Saudi Arabia, is reported to he considering providin~ finance for an ethylene project planned hy 
EC;Pc. However, no derails have hcen announcctJ. I 
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Domestically, the current wide-ranging economic. financial and social reforms will have a mixed 
effed on the petroleum products and petrochemicals sedor. Recent measures lo eliminate 
exchange controls and to ensure international convertibility of the Egyptian pound have 
encouraged foreign investment in the exploration and produdion of natural gas. but could have 
an adverse impact on state-run refmeries. processing plants. petrochemical facilities and fertilizer 
companies as the cost of inputs rises in line with world prices. While these may fall in the next 
few years in line with an expectation of lower crude oil prices worldwide as additional supplies 
from Iraq and other newly developing areas come on stream. the net effed is expeded to lead to 
a considerable reorgani7.ation of hydrocarbon-based manufacturing !odustries over the medium 
term. 

Potential shortages of petroleum products are a major concern. particularly if the refmery 
expansion programme falls behind schedule. Gasoline rationing has already occurred in Egypt. 
and the government's reliance on hard-currency revenues from the export of petroleum products. 
ac; well as crude oil. is adding to the concern. Subsidies on energy. due to be phased out. have, 
on the other hand. mitigateci against foreign interest in hydrocarlx>n processing and distribution 
for the domestic mark.!t; however, the removal of these subsidies is expected to provide a more 
attractive climate for investors. 

In addition. growing concern about the environmental damage caused by high lead levels in the 
aimosphere is already leading to a major modernization of refmeries in Egypt. Lead levels in 
gasoline, a major contnbutor to the pollution, currently vary considerably in the country: 
distnbution points able to obtain sources from modernized refmeries in Cairo, for example, have 
far lower lead content in gasoline than those in Upper Egypt which have no access to such 
supplies. On average, the lead per litre of 80 octane fuel in Egypt varies between 0.07 and 0.71 
grams and for 90 octane between 0.11 and 0.62 grams, according to EGPC officials. Of the total 
refinery output in 1991 of about 2.1 million tonnes a year, only aboul half had reduced bels of 
lead produced from plants using catalytic reformers. EGPC curren1ly operates three refineries 
with such reformers, but estimates that at least another two, costing some $200 million each, are 
needed. 

Additional measures to remove the current limitations on car imports will add to domestic demand 
for gasoline in general and could help encourage the conversion of passenger cars. small 
commercial vans, and possibly heavy trucks, to the use of compressed natural gac; (CNG) as an 
al1ema1ive fuel, provided supplies are readily available and reliable. Moves loward this end can 
be expeded to occu; first in 1he public sector's bulk purchasing policies, eXlending to individual 
and commercial fleet opera1ors laler. 

FERTILIZERS 

'Ille rnourte base 

Fertili7.er prvduction in Egypt is based on lhe u.c;e of ils hydrocarbon feedstock.. 10 produce ariotic 
ferlilizers made of ammonia and urea. In addilion, ii produces organic fertili7.ers from its own 
indigenm•c; supplies of phospbale and gypsum. This is supplemenlcd by the import of certain olher 
lypes of fertili7.ers such as potassium sulpba1es - which are u.c;ed for sugar cane and polalo crops -
and ammonium sulphale, which is generally applied in horticullural cultiva1ion. 

Recent tnnds 

Production of fertil.7.crs has been dominaled until recently by six large state-owned companies 
which were set up in lhe 1%0s and which received !iUbsidic!i for raw material!\ and energy !iupplies 
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from the government. Given the country's dependence on its limited supplies of arable land and 
the loss of natural fertiliz.ation from the Nile river due to the construction of the Aswari High 
Dam, the manufacture. trade ~ distn'bution of fertilizer was regarded as virtually a strategic 
industry, subject to intense regulation and control. Farmers were eligJ"ble for subsidized fertilizer 
inputs according to strict quotas. partly to compensate for the low prices they received for their 
crops under government pricing and purchasing schemes. 

Since 1990, however, the government's economic reform programme has had a considerable 
impact on the sector. Fertilizer companies have been allowed to adjusr fertilizer prices to reflect 
more accurately the true costs of production; subsidies on both imported and domestically 
produced fertilizers have been reduced or, in some cases. removed entirely; public distributors' 
commission fees have been revised to reflect market rates; the private sector has been allowed to 
purchase and distn"bute fertilizers; and measures have been enacted to ensure the free, unregulat;:d 
transport and marketing of all non-subsized f ertilittrs and f ertilizcr compounds. 

This. in turn, has had a mixed impact on the actual output of locally manufactured fertilizers. 
While those of calcium nitrate compounds rose from 43 million tonnes in fiscal 1986/1987 to 53 
million tonnes in flSCal 1991/1992 (see Table lll24), ie by about 23 per cent over the six-year 
period, output of superphosphate fertilizers actually declined. from 957,000 to 826,000 tonnes 
during the same period. That of mixed fertiliz.crs. ie those combining ammonia and urea, 
remained relatively steady after 1986 except for a huge jump in 1989, when output rose more than 
fourfold to 3.5 million tonnes. 

Table 111.24 Production of fertili:r.ers, 1986/1987-1991/1992 
(Thousand tonnes) 

Calci1111 nitrate 
Superphosphate 
Mixed fertilizersa/ 

1986/87 

4,282 
957 
738 

1987 /88 

4,387 
986 
630 

1988/89 

4,539 
1.021 
3,544 

S~e: C..entral Agency ror Pubhc Mobihzauon and S1a1is11cs (CAPMAS). 

a/ Ammonia and urea. 

1989/90 

4,600 
1.095 

753 

1990/91 

4,339 
I.060 

1991/9i 

5,342 
826 

The decline of superphosphate production is partially explained by the huge ri-;e in its prices - and 
consequent reduction in demand · which occurred after 1987, when the average price amounted 
to LE 75 a tonrie; by 1993, this had l:limbcd more than fivefold, to LE 400 a torne. Although the 
government and some industry sources attribute the huge increase to the reforms, particularly 
since they led to a rise in the cost of raw materials and of energy inputs, other analyst!". say that 
the privati7.ation of distribution channels was a major reason: being unable to attract private 
dealers meant a loss of market share for superphosphate producers in the new open climate for 
the fertili.7.cr trade. By October 1993, for example, one major manufacturer, the Maleyah 
Company, had reduced production of superphosphate fertilil.ers from an average of 60,tOl tonnc~ 
to just 10,000 tonnes a month.32/ 
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The shift from organic to inorganic fcrtiliz.crs, however, was also a factor. Hydrocarbon fccdstocks 
had been used in a number of state-owned fertilizer plants since 1976, when the Talkha I complex 
in lower Egypt began production of nitrogenous fertili7.crs in 1976. Talkha II opened in 1979 to 
produce ammonia ~~ :?!e~ i.e. mixed or aziotic fertilizers using gas from the Abu Maadi field. 
Since then, the government has opened a complex in Suez City producing nitrogenous fertilizers 
from Abu Gharadcq gas; another at Dikheila which uses gas from the Abu Qir field to produce 
ammonium nitrate and urea; and the Abu Qir works in Alexandria. 

Expansion at the latter has taken productive capacity up to 1,000 tODDes of ammonia, 1,800 tonnes 
of nitric acid and 2,300 tonnes of ammonium nitrate a year. The output of Talkha I averages 
380,000 tonnes of fertilizers a year; that of Talkha II 396,000 tonnes, that of Suez 250,000 tonnes 
and that of Dikheila 500,000 tonnes of urea and 100,000 tonnes of ammonium nitrate a year. 
Overall, the production of nitrogenous fertilizers rose from 4,482,000 tonnes in fiscal 1985/1986 
to 4,650,000 tonnes in fiscal 1990/91.33/ 

Constraints and prospects 

Studies carried out by the Federation of Egyptian Industries in mid-1993 indicate that while 1he 
country is self-sufficient in phosphate fertilizers (thanks in par1 to adequate reserves of phosphate 
rock), significanl chatJges can be expected by the year 2000. Taking into consideration changes 
in crop areas and in food-consumption patterns, local demand for aziotic fertilizers (ammonia and 
urea) is projected to reach 6.5 million tonnes per year. This is forecast to be slightly less than 
total productive capacity at that time of 7 million tonnes, assuming adcquatr, hydrocarbon 
f eedstocks. 
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Local production of phosphate fertilizers is expected to amount to 1.3 million tonnes in the year 
2000. However, lilllike the situation with aziotic fertilizers, demand will outstrip local supply: 
according to the Federation, demand is projected to reach 1.6 million tonnes a year by the end of 
the millennium. 

In the medium term, ie up to the end of the century, Egypt is a1so expected to benefit from new 
export opportunities created by the dWolution of the former USSR, the reduction in exports from 
eastern and central Europe, and the. consequences of the Gulf conflict. While cheap exports from 
the Commonwealth of Independent ~tales (OS) may have depressed world fertilizer prices in the 
late 1980s and early 1990s, the lack of investment in their plants, as well as those in eastern and 
central Europe, is expccted to enhance the trend toward rising world prices for fertilizers. 
Moreover, this is expected to be reinforced by the decline in exports of raw materials such as 
ammonia and urea from major petrochemical producers such as Iraq and Kuwait. 

Having opened the Abu Qir complex at, in retrospect, an CXlremely fortuitous time, Egypt may 
now be in a position to benefit from both a rise in world fertilizer prices and a capacity to export. 
Abu Qir, for example, has already produced a surplus of some 300,000 tonnes which has been 
directed toward international markets. Its privatization, which allows it to market output in the 
most lucrative outlets, may further enhance its prcsen~ in intematiCJnal trade. 

PHARMACEtrnCALS 

The resource base 

Production of pharmaceuticals in Egypt is almost completely dependent on imported raw materials 
which are then processed locally into various-products. Manufacture is carried out under licence 
by transnational pharmaceutical companies as well as by state companies. lo addition, the country 
imports substantial amounts of prepared pharmaceuticals and medicines. These were estimated 
to have been worth more than $700 million in 1992, up from $448.1 million in 1988. 

Recent trends 

Although pharmaceuticals have been produced in Egypt since the 1940s, the industry only began 
to develop fully during the 1960s, when government policies focused on the provision of higb­
qualit,. !ow-cost medicines for a rapidly growing population. By 1993 there were 16 pharmaceu­
tical companies operating in Egypt. Of these, seven belonged to the public sector, including one 
set up by the military. 

The involvement of transnational corporations expanded when Pfizer began operations in Egypt 
in 1961. By 1993 the company employed some 500 people with a local turnover of around LE 85 
million. Other companies set up by transnationals include Swisspbarma (operated by 
Sandoz-Wander and Ciba-Geigy), Hoechst and Squibb. The government bas a 60 per cent 
shareholding in the Swisspbarma, Hoecllst and Pfizer concerns. 

By the year 1988/1989 local production accounted for 89.5 per cent of local demand, which was 
estimated to have reached LE 1.4 billion a year by the early 1990s, or about LE 25 per bead. By 
1989/1990 domestic output supplied 91.1 per cent of local demand.34/ 

Private-sector output inacascd from LE n million in 1981 to just under LE 600 million by 1990, 
the last year for which figures arc available. Public-sector production rose from LE 178 million 
lo LE 608 million over the same period.35/ 
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Exports. mainly to other developing countries in Africa and Asia, have also grown substantially. 
By 1990 these were worth LE 56.7 million in the case of public-sector companies. up from LE 9.5 
million in 1989. For private-sector concc:ns. they had reached LE 18 million, LE 4 million more 
than in 1989. Total pharmaceutical exports in 1992 amounted to LE 105 million, compared with 
LE 74.7 million in 1990.36/ 

The private-sector producers concentrate on special drugs such as cardio-vascular medications as 
well as on anti-infcctivcs, and by the mid-1980s accounted for about 27 per cent of the total 
market share of locally produced drugs. or the remainder. gastro-intestinal preparations form the 
largest category of production.37

/ 

The value of drug production has continued to show a steady rise, reaching just over LE 1 billion 
in 1989/1990. In comparison, it was worth LE 894.6 million in fiscal 1988/89, LE 715.7 million in 
1987 /1988 and only LE 589.2 million in 1986/1987.'38/ 

Exports continue to account for a significant portion of production, and are expected to reach LE 
200 million by the end of the decade, double the 1992 figure of LE 105 million, according to the 
chairman of the Holding Company for Pharmaceuticals. The improved performance is expected 
as a result of the opening of new markets for Egyptian products in Europe, the United States and 
the Russian Federation. 

Constraints and prospects 

Despite indications of rising productivity, the industry is reported to be operating at a loss. 
Commercial debts owed by pharmaceutical companies to local and foreign banks were estimated 
to have reached LE 700 million by the beginning of 1993. Interest payments on this debt amount 
to some LE 108 million a year. Pfizer alone estimates that its losses in the two-year period from 
1991 to 1993 amounted to LE 12 million.391 

The losses stem primarily from the continuation of government price controls on pharmaceuticals 
at a time when the cost of imported raw materials has been rising, which has also resulted in a 
steady increase in government subsidies. especially for the more expensive drugs such as those 
used to control heart disease, cancer and diabetes. By 1993 the cost of such subsidies, most of 
which are provided to public hospitals, public clinics and government-run medical centres, 
amounted to some LE 150 million a year. 

Nevertheless, Egypt bas significant potential to become a major pharmaceutical producer if these 
problems can be resolved. The industry is already the largest in the Middle East, although other 
countries in the region, such as Islamic Republic of Iran, Saudi Arabia and Turkey, are also 
beginning to make important inroads in terms of local production.401 

The Middle East market for fhannaccuticals is expected to be worth nearly $5.6 billion by 1997, 
according to a recent study.4 I At present, it is one of the most rapidly growing in the Norld, 
with the annual rate of growth amounting to 9 per cent in 1992, up from an average rate of 7 per 
cent in the five-year period from 1986 to 1991. 

The study, which covered the six Gulf Co-operation Council (GCC) states, Islamic Republic of 
Iran, Iraq, Jordan, Lebanon, Libyan Arab Jamahiriya, Syrian Arab Republic, and Turkey as well 
as Egypt, notes that the rapid population growth in the region, improved relations with western 
exporters, the easing of business regulations and of import controls in some countries is fuelling 
the rising demand. Per capita con.c;umption in 1992 ranged from a low of $3.30 in Iraq to Sn.7 
in the United Arab Emirates. Sales in over-the-counter (OTC) medicines arc increasing, it adds, 
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and transnational farms arc expanding their operations to meet the projcded increase in demand 
in the 1990s. 

Egypt. with its wealth of un- and underemployed university graduates, skilled medical personnel., 
highly trained technicians and industrial talent. should be in a prime position to exploit these 
opportunities in the region. just as it has found new export markets in Europe. the United States, 
the Russian Federation and other countries of the former USSR. Asia and Africa. Given its early 
entry into the field of local produdion. and the experience which both its private- and public-sed'1r 
flnDs have relative to their neighbours. Egypt stands in a very good position to meet the rising 
regional demand through exports. provided investment al home can be encouraged. 

To achieve this. the constraints causing delays in the registration of new drugs. the impediments 
limiting R & D and government regulation of imports. as well as on price controls. may need lo 
be reviewed. While the consumer does need to be proteded in such a vitally important product 
area with regard to both quality and costs. the existing situation may limit the ability of private­
sector fums to provide the latest up-to-date medicines to those 5Cdions of the population that may 
be willing to pay higher prices in return for access to the most modern drugs available. For these 
reasons. local farms may also endeavour to expand their market share in the neighbouring 
countries, as well as to expand exports generally. 

The difficulties arising from the high cost of interest payments appear to be easing given the 
climate of economic reform which has seen interest rates, and inflation. decline recently. However. 
the government's intention to fully deregulate electricity and energy prices may paradoxically add 
lo the industry's costs. thereby obliging the fums to face the realities of market forces. Reforms 
in government policies which would allow prices for specific products to be changed to allow for 
increased production costs arc considered helpful to the industry, as demonstrated by the 
government's decision, in June 1993, to raise pharmaceutical prices by 10 to 20 per cent. 

Public-sector bodies from elsewhere in the region, notably in Saudi Arabia. have also expressed 
interest in joint ventures or in other forms of mutual cooperation with their counterparts in the 
industry in Egypt. The governments of Egypt and Saudi Arabia agreed in 1990 to carry out a 
number of studies. in collaboration with United Nations agencies, aimed at increasing bilateral 
cooperation in pharmaceuticals. UNIDO in Vienna has recommended the establishment of a joint 
databa~ on industry-specific information needs for the two countries; the improvement of existing 
manufacturing processes in pharmaceutical industries in Egypt and Saudi Arabia; and the 
harmonization of policies between the two states. 

The aim, the UNJDO proposal explains, is to enhance the acquisition of foreign technologies in 
the industry, the upgrading of good manufacturing practices (GMP), expansion of research and 
development (R & D) in existing firms and lhe mastery of quality assurance (QA), and the 
establishment of stable government policies to support local manufacturing and to control 
costs.42/ Investment to finance these measures, the study added, could be encouraged by 
licensing the proposed ma.-;ter files of the database to private- and public-sector firms in other 
Arab countries. 

PRIVATE SECTOR DEVEWPMENT IN THE CHEMICAL INDUSTRY 

The prospect of reducing the state's role in the indu.-;try is enhancing interest in the industry on 
the part of regional and international investors. By the end of June 1993, a total of LE 700 million 
had been inveMcd in .56 pharmaceutical projects in the country, of which LE 46~ million came 
from foreign invesrors and LE 235 million from local investors (sec Table 111.25). 

·-·---·----- ------------------ -· 
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Table IJl.25. Approved private Investment la chemicals to June 1993 
(Cumulative investment in million LE) 

~IRlSaJ in~!i!ISI !.l!RC2~151 lD~!l!l!ID1 Hllllber gf l!ICl2DI 1Jm)g~151 1t1g11 Production 
Activity Nllllber Local Foreign Total Local Foreign Total Egyptian Foreign Total Egyptian Foreign Total Value 

Plastic and leather 
products 76 147 326 473 255 461 716 14,802 1110 14,962 35 1 38 t ,399 

Liquid and dry 
batteries 2 6 10 16 13 23 36 395 3 398 2 - 2 23 

Paints, polish 
and Inks 13 40 32 72 82 65 147 911 13 924 3 1 4 122 

Detergents and 
pesticides 10 26 48 74 65 90 155 1,452 16 1,468 8 l 9 127 

Cosmetics and 
., arc.tics 12 37 292 329 15 297 372 2,490 41 2,531 12 2 14 152 
c:: Stationery and .. paper products 29 44 643 687 138 1,636 1, 774 2,824 71 2,895 18 3 21 872 a Adhesives 4 8 30 38 20 68 88 746 15 761 3 l 4 77 
z Glass fibres and 

I !l fon1lca 5 5 11 16 20 21 41 291 2 293 1 - 1 15 
i Chelllcals, sulphur 

l 
and salts 22 27 103 130 99 182 281 1,638 50 1,688 11 2 13 221 

Plastic furniture 4 1 6 1 6 9 15 263 18 281 3 l 4 17 
l Others 5 2 12 14 4 14 18 - - - - - - - [ :I • - Total llZ 343 1,513 1,8545 777 2,8116 3,643 25,8U - 215,201 • 14 110 3,115 

l' 
f SOW«: General Au1hority for lnves1men1. i :! 
0 
'i ::s e I I .... 
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International companies. many of them privately owned, ba\'C been eslensndy ~ in oil and 
gas cxplcxation and produaioo in Egypt During the period 1981 to 1991. a total of 113 
agrcemCDls fOI" oil and gas cxploralioa wa-c siped wilh foreip firms. resulting iP 217 new 
~ 4.3/ Despite this. ref ming and petrochemicals remain almost enlirely in tbc bands 
of the public seclOI". 

The domestic demand for petroleum prod...-:ts is likely to cxpand coasidcrably as mOl"C cars are 
imported and manufactmed locally; tbc coasequent prcs.mres on the p"CnlDleal to expand refm­
cry output and/OI" the use of compressed natural gas (CNG) as a substitute. as wdJ as aalural gas 
in general. is likely to result in policies aimed al encoungiDg mon: private imcslmeot in the 
sed«. Additional ~ f« such encouragoemenl iDducle tbc govemmeal's c:oacan to reduce 
the bigb cosl of imported fuels. feedslocb and petrochemicals 

The c:urrenl Fi11e-Y ear Plan calls for· total UM:stmeat - both domestic and foreign - in oil projeds 
worth S9.6 billion, of which $5.7 million is expected to come from inlcnwional oil companies 
currently iavohcd in cxploralioa and cbdopmcnt activities in tbc country. While the governmeat 
to date has shown considerable success in drawing oa finance from f<nip merclwd banks and 
govcrnmeat export-credit agencies to fund its project devdopments. these sources are DOI apected 
to be sufficient to meet tbc plan targets.. Foreign companies, along with privale local and regional 
investors. which can pr0¥idc fiaanc:e. technology. skills and acceS:i to markets will fmd coosidcrablc 
imcslmeat opportunities in the sectOI' as a pesult during the DCXI few ~-

This may also be accompanied by a gradual opening of operations formerly coafmcd 10 the public 
sector, or whic:b combine exploration and production agreements (i.e. upsaream in~ents) with 
downstream adivities such as the manufacture. distribution and marketing of gasoline. propane. 
butane and other petroleum products as well as of petrochemicals and plastics from gas fcedstocks. 
Such opportunities have already been eahanccd by an improw:meat in tbc government's terms for 
cenain foreign companie.\ already invo~ in the hydrocarbon sec1or in Egypt. 

Shell. for example, negotiated a significant new sales agrcemcot with the Ministry of Petroleum 
in early 1993. Under its terms., prices will be related 10 those or crude oil. rather than fuel oils. 
a move which the company feels will in cffed mean that the prices paid by the govmuncnt for gas 
will be roughly in line with those paid in wesaern Europe. Shell and some of the other foreign 
operators arc reponed to be hoping that this new cooperalM attitude of the Ministry will lead 10 

the extension or their opportunities 10 develop other hydrocarbon-related activities in Egypt. such 
as the opening or service stations. 

The government's eagerness 10 conserve its oil rcserw:s could also produce opportunities for 
investment in gas distribution and processing. as well as in the manufacture of new equipment. 
Bctwccn 1981 and mid-1992, the gas distnbution network in the greater Cairo region was extended 
10 437,000 households which consume some 96 million cubic metres of natural gas a year, which 
has helped 10 reduce cosily imports of LPG by about 75,000 tonnes a year. Further government 
plans lo reduce the ri.\iog demand for gasoline by equipping local buses with CNG engine.\ and 
10 convert public-sector vehicles lo CNG use will add lo these opportunities. espcciaJly if the trend 
i\ taken up by private and commercial vehicle drivers as an alternative 10 gasoline. 

Further afield, the change or official policy could also lead to additional opening.\ in 
petrochemicals manufacturing as a whole, although at present companies from the United Stales, 
Europe and Asia have not shown as much interest in inves1ing in this sector as have local investors 
and others from the region. One exception is Marl:bcni or Japan which has buill a cau.\tic soda 
and chlorine plant in Amcriya in a joint-venture arrangement with the Egyptian Petrochemicals 
Company. It has a capacity of 66,500 tonnes of cau.\tic soda and 60,000 tonnes of chlnrinc a year. 
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Egyplian commercial banks. for example, have aprcsscd a willinpcss to provide finance and 
invcslmeat for the crhylcac and polyethylene plants due to be built. as well as for a hydrocrader 
proposed in 1992 for Suez. They arc also reported to be interested in a planned LPG project in 
Ameriya. outside Alexandria. The hydrocrackcr will use 3 million tooacs of fuel oil a year as 
feedstock lo make: ligbc l:Joducts such as diesel which arc prcseDlly imported. Additional private: 
finance lo; being SOlOgbt. I 

One reason for lhe lad of inlcrcsl among western companies may be lhe greater auraction of 
imcstmenl in neighbouring Saudi Arabia, where: inlc:rnatiooal corporations ~ JCh as Enon, Texaco, 
Mobil, Charon and Cclaocsc of the United States, Hoechst of Germany, Neste of Fmlaod and 
Ecofucl of Italy arc already heavily iawhed in huge joiat-vcalurc: schemes for the production of 
methanol, ethylene, crhylcoc glycol, propylene, polypropylene, butadicac, benzene, ammonia, urea, 
and other pctrncbemicals, as well as in other p!'oposcd activities such as the production of mcthyl­
tcrtiary-butyl-cthc:r (MTBE), the gasoline additivc.45/ 

Nevertheless, lhe growth of world o:ompetition in petrochemicals and the coosc<;ucnl need 10 
reduce costs - a lrend which has encouraged lhe location and Slart-up of plants dose lo 1he 
feedstock sources in cbe Gulf - could rebound favourably on Egypt, especially if western and Saudi 
Arabian partners active in 1he petrochemical sector in Saudi Arabia are encouraged 10 look 
westward toward a country that enjoys the diSlioct advantage of a readily available supply of highly 
skilled professional and technical labour at mrcmely competitive wages, as well as good 
geographic access co affordable fecdstocks. Saudi Arabia's signature of a bila1cral agreemenc with 
Egypt in 1992 to lower tariffs on indUSlrial commodities, as well as the already close tics which 
cxi~ in che oil sector, could further enhance such a prospect. 

One immediate cooscquencc of the reforms initiated in the early 1990s was the privali7.ation of 
fertilizer distnoucion channels which. as indica1ed above, bas bad s.ignificaol consequences on 
production. The slalc-conlrolled Principal Bank for Dcvclopmcnl and Agricullural Credi1 
(PBDAC), which bad enjoyed a virtual monopoly on the distribution of both locally produced and 
imported manufactures since the mid-1970s, has seen its market share decline from 100 per ccnl 
to 40 per cent since 1990. In contrast, 1hc private ~ctor now accounts for abouc 45 per cent of 
dis1ribu1ion, with the remainder laken by agricultural coopcrarivcs.461 

Even more important has been the priva1i7.a1ion of the Abu Qir complex, 1be main producer of 
vjotic, or mixed, rertili7crs in Egypl. Since its shares have been Ooa1ed on lhc Slock marker, its 
average price per share has ri-;cn from about LE 25 pounds lo a peak or nc!arly LE 55 in che 
spring of 1993. Ahhough i1s share prices since lhcn have fallen back, the anticipalcd Ootalion or 
other privati.7.ation stocks able lo soak up liquidily is expected lo lead to a more reali~tic appraisal 
of share values. 

In lhis regard, lhc prospect of a ri~ in exports from lhe Abu Qir complex i~ expected lo continue 
10 produce hcahhy rclurns. In addi1ion lo benefiting from an open market, 1hc Abu Qir plant can 
cxpt"cl lo reap gains from the demise of fertili7.cr exporls inccrna1ionally from bolh 1he former 
USSR and from eastern Europe. Moreover, compctilion from major exporters of petrochemical 
produd!, such as ammonia and urea in Iraq and Kuwail has been virtually nculrali7.cd as a result 
of lhe loss of capacity following lhc Iraqi occupation of Kuwait in 1990i1991. This means 1ha1 
priva1c inveslmenl in 1he production of ammonia and urea compounds is likely, as indicaled above, 
lo be accelerated as a result of holh Egypt's economic reform progra:nme, as well as changes in 
worldwide supplies of inorganic compounds. 

Opportunities for private inveMmenl, whether foreign or local, in the pharmaceuticals industry in 
E~t will depend lo a large cXlenl on lhc dctuec lo which the induslry is removed from 1hc 
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current climate of almost total government rcgulatioa. The govcrmnent raised the prices of 33 
pharmaceutical pr-oducts by bctwccn 10 and 20 per cent in June 1993. There arc indications that 
other initiatives arc under way. 

However. the govemment has announced plans to privatize a limited number of companies in the 
industry. These arc reported to include the AlcDodria Company for Pharmaceuticals and Chemi­
cal Industries. the joint-venture Egyptian International Pharmaceuticals Company (EPICO) and 
the Arab ~Company. as well as the Medical Packing Company.'"/ Nevertheless. by the 
end of 1993, no details on these measures had been announced. and it is not known whether the 
g~rnment intends to turn them ~r to the private sector fully. or whether the plans centre 
primarily on simply increasing private equity in the companies while retaining a significant 
shareholding for the state. 

In the meantime. at least one company. the Amoun Pharmaceutical Industries Company, which 
is privalely owned. has sought successfully to raise capital throc6h a public share subscription.481 
Misr International Bank agJCCd to handle the issue in the autumn of 1993 with the aim of 
increasing paid-up capital in the firm from LE 17.9 million to LE 40 million. 

Another encouraging sign for the private scdor has been the increase in subdistributors and of 
pharmacies. although sal~ to public-scdor institutions still form the largest part of the 
pharmaceutical market. By the end of 1989/1990, the number of pharmacies had risen· o 11.250, 
up from 10,042 in 1988/1989. As a result, the number of pradising pharmacists has also increased 
markedly, from 23.llb in 1984/1985 lo 27,104 in 1987 /1988 and 29,453 in 1989/1990.49

/ 

In the medium term, the g~mmenl may also move more readily to encourage private-scdor 
dcvcloiJIDent in the industry in an effort to reduce the high cost of subsidies provided to puhlic­
scctor pharmaceutical companies. Progress on removing price controls. an essential fador for 
private investment. may be slow, however, given the government's reluctance to add to the cost 
of pharmaceuticals in view of consumers• relatively low disposable incomes. PrOlecticn of public­
scdor manufadurers. therefore, may be deemed. at least in the short term, to have a higher 
priority than reducing the costs of the subsidies. 

Moreover, the independent producen already manufaduring pharmaceuticals in the privatl" sector 
under licence from the large multinational companies appear content to absorb their financial 
losses for the time being. This is reportedly due to the fad that many see Egypt as a future base 
to supply the expanding demand in the Middle East region as a whole. The potentially large si7.e 
of the domestic market. combined with the prospcd of substantial profits should the market be 
opened to dired imports in a regime devoid of price controls is also said to be a major factor in 
their continuation or production in Egypt despite the current limitation.-;. 

E. METALLURGY AND BUILDING MATERIALS 

IRON AND STEEL 

Egypt bas several known deposits of iron ore, of whkti the most important arc located in the 
A!iwan area of M>uthern Egypt and the Bahariya oa.-;is in the Western Dei;crt. Botti of thc!iC have 
been exploited commercially, although mining at the Aswan site ha-; been dii;continu,·d hecau!iC 
of the remOlenes.-; of the deposit and the declining iron co1:tcnt of the ore. The Bahariya ore, 
though still being mined, is also or comparatively low quality, with a high manganese content and 
a high degree of wt contamination. None of the other depositi; have begun to he worked a!i yet, 
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although a number arc being evaluated and one panicularly important find at El-Ouscir on the 
Red Sea coast bas already come to be regarded as having a high potential for future development. 

Ferrous scrap also represents an important resource base for the Egyptian iron and steel industry. 
Indeed, much of this industry was established on the basis of the availability of large volumes of 
such scrap in the Western Desert, which had been an important theatre of war in the 1940s and 
had witnessed some of the most exr.ensivc armoured battles or the Second World War. Although 
all of this scrap has long since been utilized, substantial quantities continue to be generated within 
Egypt, especially in Cairo and the heavily urbanized Nile Delta, and are used as a raw material 
by several major producers of iron and steel. Significant quantities of ferrous scrap arc also 
imported, however, with about 20 per cent of local demand having lO be COYCred by imports. 

or the other major inputs for iron and steel production, Egypt is well endowed with limestone, 
which is found at various locations throughout the country. Several coal fields have also been 
discovered, especially in the Sinai peninsula. but following the closure of the Maghara deep mine 
after the 1967 war no coal has been mined in the country. Although plans to reopen the Maghara 
mine are under consideration, most of the country's other coal reserves are thought to be of 
limited economic value. Adequate alternative sources of energy are available, however, especially 
in the form of natural gas, which is already being used as a fuel for iron and steel production. 

Recent tnnds50/ 

Egypt has a comparatively well-developed iron and steel industry. The most important liq11id 
steclmaking facility is the Egyptian Iron & Steel Corporation (EISC) at EJ-Tabbin Helwan on the 
right bank of the Nile some 40 kilometres south of Cairo. Another important upstream producer 
is the Alexandria National Iron & Steel Corporation, known by the initials ANSDK, located in the 
industrial township of Diltheila on the Mediterranean coast about 15 kilometres to the west of 
Alexandria. In addition, the industry comprises three scrap based mini-mills: Delta Steel, located 
at Mostorod, 15 kilometres northeast ofCaim; the National Metal Industries (NAMETIN) at Abu 
Zaabal, about 50 kilomet~es northeast of Cairo, and a steel plant belonging to Egyptian Copper 
Works (ECW) in the Hagar el-Nouatia suburb of Alexandria. These Large-scale plants are 
supplemented by a small number of rerollers, which for the most part produce reinforced bars 
(rehars) and sections for the construction industry from domestically procured or imported steel 
billets. Preliminary steps have alsc bceo taken to establish a large-scale plant for the production 
of special engineering steels, the Arab Special Steel Corporation, at Sadat City, a new development 
mid-way between Cairo and Alexandria. 

Egypt's oldest iron and steel producers arc NAMETIN and Delta Steel, which commenced 
operations in 1946 and 1947 respectively. Their inauguration was followed in the early 1950s by 
the opening of two open hearth furnaces and a mill producing steel bars at ECW, which had been 
established in 1936 ao; a small plant to reroll copper scrap but expanded into steel production in 
order to take advantage of 1hc vast quantities ol war maleriel left behind at the end of the Second 
World War. A further eirpansion of the iron and steel industry occurred in :he laller ha'.f of lhe 
1950s with the construction of the integrated EISC mill at Helweto, the first stage of which wali 
complc1cd in 1958. The last of the major existing steelworks, ANSDK, was founded in 1982. 

With !he exccplion of some of lhe smaller rerollcrs, many of which have become operational since 
the mid- J9X0s, 1he Egyptian iron and steel industry is almost entirely state owned. The early metal 
proccc;c;in~ enrcrprises, including NAMETJN, Delta Steel and ECW, were establii;hed hy the 
pnvale sector hul were nationalized in the 1960li. The EISC, by conrrasl, wa~ funded by the slalc 
from lhc oulsel, allhough it had an equity-hased capital lilructurc wirh privale shareholders being 
pcrmitrcd a minority slake. Since 1984 !he government's ownen;hip of these companies has hccn 
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transferred to the Metallurgical Industries Corporation (MICOR), a state-owned holding company 
reporting to the Mi:iistry of Industry. The government, through a number of state-owned 
manufacturing and financial institutions (including EISC. Dcka Steel, ECW and NAMETIN). also 
holds a 72 per cent share in ANSDK, with the firm's staff association holding 13 per cent, 
Japanese investors 10 per cent and the Iotemational Finance Corporation the remaining 5 per 
ecol. 

By far the largest and most important of Egypt's iron and steel plants is EISC, which was founded 
in 1954 and built largely with financial and tcdmical support from the former USSR. At the time 
of its commissioning in 1958, the EISC complex consisted of r:wo 510 m1 blast furnaces.. two 
Bessemer converters, two small scrap-based 12-tODDC electric arc furnaces, and mills for the 
production of blooms, slabs. plates and heavy sections. The plant has been substantially expanded 
and modernized in subsequent years, with a 1igbt section mill having been added in 1963 and a bot 
and cold strip mill in 1968. This was followed in the 1970s by the construction of a sinter plant, 
two large 1,033 m1 blast furnaces and three 8()-toooe LD converters to replace the existing 
Bcsscmers. In October 1991 a curved mould slab caster installed by the Austrian firm Voest 
Alpine was inaugurated to supplement the company's three existing USSR-built slab casters. In 
addition, the company also has three USSR-built billet casters and an old bot-dip galvanizing unit 
with an annual production capacity of 12,000 tooocs. 

Until ihe early 1970s the EISC plant was fed exclusively with iron ore from the Aswan deposit. 
Following the installation of the two new blast furnaces in 1973, however, ore from the Bahariya 
deposit began to play a progressively more important role. Extracted in an EISC-owned min::, the 
Bahariya ore has in the meantime completely replaced the Aswan O"c, which was becoming 
increasingly uneconomic b::causc of its remote location and comparatively low iron contenl. 
Although th<! Bahariya ore is also not ideai because of its high levels of salt and manganese, EISC 
is continuing to use it because of its easy acccssi"bility and low recovery costs. 

In addition to the Bahariya iron ore mine, EISC also operates its own dolomite quarry at Adabia 
near Suez and a limestone quarry at Beni Khaled some distance further upstream along th:: Nile. 
While the iron ore is brought in by rail, the dolomite is trucked in and the limestone transported 
by barge. Coke is obtained from a coking company established adjacent to the steelworks in the 
1960s, which produces the coke from imported coal and delivers it directly to the top of EISC's 
blast furnaces by conveyor. 

Despite its age and provenance, the plant and equipment installed in the EISC steelworks appears 
to be performing relatively well. This reflects in part the policy of continuous selective 
improvement pursued by the company, which has, inter alia, had the blooming mill rehabilitated 
by the German farm Krupp and decommissioned one of the older, smaller blast furnaces. In 1993 
it awarded a $28 million contract to Voest Alpine to modernize the 25-ycar old hot strip mill and 
install a number of computerized controls, including an automatic gauge control and a width 
adjustment control s)'5tcm. 

The EISC has a total installed crude steel production capacity of 1.2 million tonnes per year, hut 
this is seldom reached because of insufficient demand. Its principal products arc pig iron for u~ 
by locaJ foundries; bot-rolled coils, strips sheetli and plates; hot-rolled bars, beams and angles; 
cold-formed section.~; and rails, sleepers and fashplates for the Railway Authority. The bulk of the 
firm's output is sold on the domestic market, although about 5-10 per cent of its annual production 
has often been exported. 

Egypt'\ second integrated steel mill, ANSDK. is of much more recent origin, having come on 
stream in May 1986 3fter a r.onstruction period of about four years. It consists of four major 
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plants - a facility for the produdion or directly reduced iron (ORI), a Sleelmaking shop, a bar mill 
and a rod mill. The ~eelmaking plant was the first of these four unilS to be brought into 
production. followed by the bar mill and tl:e dired reduction plant. The rod mill was nOl 
commissioned until April 1987 because of delays in deciding ilS specifications. In addition, 
ANSDK has its own oxygen. water-treatment and lime-calcining plants, as well as a repair and 
maintenance shop. It docs not have a machine shop, however, as a result of which all spares have 
to be bought in. 

.. 
Unusually. the plant was not coDSlructed as a turnkey project, its individual units being tendered 
separately inSlead. Apart from the -oo mill, the contract for which was awarded to the German 
firm Schloemann Siemag. all of these contraas were woo by Japanese companies. A consortium 
of the three Japanese firms Nippon Kokan (NKK), Kobe Steel and Toyo Meoka also took a 13 
per cent stake in the company, and were awarded the bulk of the orders. In order to ensure that 
these orders were awarded on merit, however, British Steel Ch-erseas Services was retained as a 
consultanL 

The Japanese firms· equily participalion in the company was tied to the condition that they be 
granted overall responsibility for the engineering of the project, and also be awarded a five-year 
management contract. Once ANSDK's nominal production capacity was reached about rwo years 
after the plant came on stream, however, the Japanese consortium's management contract was 
converted into a consultancy contract, with the number of Japanese personnel on site gradually 
being reduced from an initial complement of 90 to less than 20 by the middle of 1992. In addition, 
the Japanese consortium reduced its equity stake to 10 per cent, with lhe lnlernational Finance 
Corporalion (IFC) taking over the remaining 3 per cent. A further capital restructuring. involving 
an increase in the company's total issued capital (from LE 233_'i million to LE 700 million, was 
undertaken on 12 May 1994. This resulted in the IFC's equity share being raised to 5 per cent, 
although the share of the Japanese consortium remained unchanged. 

The dire:-! reduction (DR) plant, a single-module Midrex with an annual capacity of 600,000 
tonnes, is fed Vl<ith iron ore pellets. These are generally imported from Brazil or Sweden and 
unloaded at the Dikheila harbour adjacent to the steelworks, which ii; operated by the Alexandria 
Port Authority. The harbour ha.'i a direct conveyor belt link to the DR plant and storage space 
for 300,000 tonnes of oxide pellets, sufficien• to cover the plant's requiremenls for about two 
months. Fuel for the DR plant is provided by the Abu Oir natural gas field about 45 kilometres 
offi;hore. 

The steelmaking plant consists of four 70-tonne NKK electric arc furnaces with a combined annual 
production capacity of 1 million tonnes. These use a charge comprising 75 per cent locally 
produced DRI, sometimes supplemen1ed by imported hot briqueued iron (HBI), and 25 per cent 
i>crap. The scrap is bought domestically for the most part, with the bulk of it originating from 
local dealcri; in Alexandria and the remainder being brought in from elsewhere in the country. 
Railway scrap formi; a large proportion of the plant's total scrap usage, although some scrap is ali;o 
obtained from the shipbuilding and breaking industry. 

The liquid steel produced in the furnaces is transferred by means of a 13()-tonne ladle supported 
by an overhead crane into three four-strand continuous cas1ers. These produce billets of no 
millimetres x IJO millimetres weighing about two tonnes each. Some of this output is occasionally 
sold on the local market, although the bulk of it is proces.c;ed further in the company's own bar 
and rod mills, which are located next to each other near the end of the ca.c;ters in order to enable 
them to ui>e a single set of roll repair facilities. They have a combined nominal capacity or 750,000 
tonnes per year, although actual throughput has often exceeded thii; figure. 

----·--------··----
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The 16-stand bar mill has been built by NKK and has a fmal speed of 10 metres per second. Its 
output consists primarily of bars with a diameter of 10-20 millimetres and a length of 12 metres. 
The 25-stand Morgan-type rod mill. by contrast, is highly sophisticated and equipped with a 10-
stand no-twist block. a controlled water cooling system and a Stelmore cooling conveyor. It can 
produce rods of varying diameter beNo-cen 5.5 millimetres and 13 millimetres in coils of two 
tonnes, which are formed at a double mandrel coil-forming station located at the end of the 
production line. At its lowest product diameter the plant has a maximum speed of 90 metres per 
second. 

Steel rebars represent the principal output of ANSDK, although the plant also produces numerous 
varieties of rod, including wire-quality rod. Most of the output is manufactured to Egyptian 
standards., but the factory also produces a proportion of its output to international standards. The 
firm is extremely quality conscious, and is actively seeking recognition under the ISO 9(XX) 

standard. As part of its continuous efforts to improve quality it h2s introduced the "quality circle" 
system developed in Japan. under which workers are encouraged to make recommendations aimed 
at improving production systems and processes. 

The bulk of ANSDK's production is sold on the domestic market. with only about 5-10 per cent 
being exported. The countries of destination have included Finland, Germany, Italy, Japan. Spain 
and the United States, but the lion's share of the company's exports goes to neigbbo~ Arab 
states, such as Saudi Arab!a and Syrian Arab Republic. Though facing increased competition from 
producers in eastern Europe and Cuba in recent years, the company's management is keen to keep 
up its export sales as a means of ensuring that high-quality standards are maintained. 

The large-scale integrated production facilities at EISC and ANSDK are, as noled above, 
supplemented by three mini-mills belonging to the Egyptian Copper Works (ECW), the National 
Metal Industries Company (NAMETIN) and the Delta Steel Mill. These plants make a significant 
contribution lo the Egyptian steel industry, enhancing both the volume and diversity of its output. 
Like EISC, they are formally owned by the state-owned holding company MICOR, which 
coordinates their production, expansion and marketing strategies. 

The NAMETIN works was established with an open-hearth furnace and a steam-driven rolling 
mill, imported from France, for the production of steel reinforcing bars. Although the plant ha.., 
been expanded .significantly in the meantime, and now also turns out a range of other products 
including .steel billets, square rolled sections and a variety of steel castingi;, reinforcing bars of 
various diameters have remained its principal output. The company uses locally sourced scrap as 
its main raw material. 

The Egyptian Copper Works began producing steel in 1952 in order to take advantage of the large 
quantities of wartime scrap in the Western Desert. Its initial stcclmaking installations consisted 
of a 15-tonne open hearth furnace and a bar /rod mill, which were supplemented by a !.econd 15-
tonne open hearth furnace in 1954. Since that time the si.7.c of the two open hearth furnaces has 
been expanded to ~ tonnes and 50 tonnes respectively, aud two additional furnace.'i - a 25-tonne 
electric arc furnace and a 30-tonne ladle furnace · have been installed, taking the company's 
electric melting capacity to 120,000 tonnes per year. In addition, the firm now has a wire drawing 
plant, a steel wire rope plant, a plant for the production of haling hoop, two Sket hot-dip 
galvanizing lines to coat wire, a patenting line to heat-treat wire after galvani1jng. and a continuou!\ 
billet caster. The company consequently has a much more diversified product range than most 
other steel producw; in Egypt. including ordinary and high-tensile reinforcing hars, rods, wire and 
wire rope of various kind!>, neuing, baling hoops (produced from sheet hough! in from EISC) and 
ca!'lt mill rolls in hoth iron and steel. 
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The Delta Steel Mill, fmally. was established with two 3-tonne electric arc furnaces and a bar mill. 
Its equipment has since been expanded to include six electric arc furnaces (of which one ha'i been 
converted lo foundry use). a ladle furnace, a 3-strand billet caster and a steel and cast iron 
foundry. Its product range comprises hOl rolled bars. rods and sections (including ordinary. high­
ten.'iile and high-strength reinforcing bars); cold drawn bars and wire (including gal\<tni7.cd wire 
and welded wire mesh); steel and iron castings (including sanitary cast-iron pipes) and cement 
grinding balls. 

In addition to these liquid-steel producers, MICOR also operates !>C\'eral companies manufacturing 
iron and steel 11.-oducts. The El Nasr Steel Pipes and Fittings Company at Ein Helwan produces 
a variety of long welded and spirally welded steel pipes as well as structural sections. cast pipe 
fittings and clamps. and lamp posts. The El Nasr Castings Company, which operates a plant at 
Gi7.a near Cairo and two at Alexandria. produces ductile iron pipes, rolls and \<tlvcs, high-pressure 
pipes and fittings, hot moulded soil pipes, ingOl moulds for the iron and steel industries, steel 
casting.s and a range of spare parts for the textile and chemical industries. The F.gyptian Ferro 
Alloys Company, fmally, produces a variety of alloys, the most important of which is ferro-silicone. 
The company exports a proportion of its outpul, and in 1993 came und:::r investigation for alleged 
dumping in the United States but was eventually acquitted by the United States International 
Trade Commission. 

A major project for the establishment of a special steels plant wa<; launched in the early 1990s by 
the newly fonned Arab Company for Special Steel (Arcosteel), a joint venture set U? under Law 
210 between MICOR and other Egyptian public-sector interests, the Riyadh-based Arab 
lnve5.tme:.i Company and the Italian firm DanieUi & Company. This plant, the first of its kind 
in the Arah world, is to be located at a 475,000 m2 site at Sadat City, midway between Cairo and 
Alexandria. It is projected to come on stream by early 1966, and to have an initial capacity of 
IOOJXlO tonnes per year, which is to be raised over time to 150,000 tonnes per year. Its output is 
expected to consist primarily of six special steels for which a particularly high level of demand has 
been identified in Egypt: general engineering steels, spring steels, bearing stccl'i, high-tensile s1eels, 
welding electrode sleel, and slainles.c; sleet pipes with diameters of 8· 70 millimetres. 

Preliminary work on the estahlishmenl of this new planl has already b~gun. The sile has been 
acquired and site rreparation iniliated, and in May 1992 a lender docum.:nt was issued hy MICOR 
in\iling offers of consultancy services for the construction of the works. This tender was won hy 
Daido Steel of Japan, and wa~ followed in late 1993 hy an invitation to tender for the construction 
of the plant, which attracted the interest of 19 foreign contradors, including th<'. Italian firm 
Danielli & Company and the German firms Mannesmann Dcmag and SMS Schlocman Sicmag. 
Following a lengthy prequalification procedure, ten of these companies were invited on 20 April, 
1994, to place final hids for the construction of the plant. These hids will be evaluated with the 
assistance of NKK, while projecl supcnision and management services will he prmidcd hy !he 
Indian firm MN Dasrur & Company arcording to a conlracr signed on 29 January, 1994. 

Official data puhlished hy the Central Agency for Puhlic Mohilii'.alion and Statistics (CAPMAS) 
indicalc that the Egyptian iron and steel industry as a whole recorded a hroadly favourahlc 
produdion performance hetween the IQR<>/1987 and 1991/1992 fiscal years (sec Tahle lll.2ft). 
With the exception of cac;t iron products, the oulpul of which fell dramalically during this period, 
and reinforced s1ecl, which recorded a more m11des1 hut nevertheless significant decline in our put, 
produc1ion of most major categories of iron and steel increased suhstantially. The outpul of steel 
hillcts and sections, which represent lhe single largest product category, increased hy 275 per cenl 
from Jl6,000 tonnes to an estimated 40J,OOO tonnes, while production of slccl !'.heels increa~.ed hy 
248 per cent from 21,000 tonnes to 80,000 lonne~. with most of !his ,uowth occurring hc!wcen 
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1986/1987 and 1987 /1988. Production of steel wire also increased very rapidly between 1986/1987 
and 1987 /1988, and continued to grow at a more measured pace in most or the foUowing years. 

Despite its substantial iron and steel manufacturing base, Egypt remains a significant importer of 
iron and steel products. Unpublished data provided by CAPMAS suggest that imports of these 
products lu.vc consistently exceeded 1 million tonnes per year between 1989 and 1992 (sec Table 
111.27), equalling or surpassing the installed capacity or the country's largest integrated iron and 
steel producer, EISC. At the same time, however, Egypt is also a modest exporter or iron and 
steel products, having supplied some 275,000 tonnes per year in 1989-1992. The bulk or these 
exports arc shipped to neighbouring Arab states, although markets have also been developed in 
North America, Europe and Asia. 

Table 111.26. Outpat of sd«ted stl!d products, 1986/1987-1991/1992 
(Thousand tonnes) 

1986/ 1987/ 1988/ 1989/ 
Product 1987 1988 1989 1990 

Steel billets and steel sections 316 349 334 333 
Steel sheets 23 77 83 88 
Cast iron products 147 131 112 108 
Reinforced steel 296 296 244 221 
llails 40 43 45 51 
Wire 44 69 71 . 72 

SOUTC~: Central Agency ror Public Mobiliution and Statistics (CAPMAS). 

a/ &1imate. 

Table 111.27. Esports and imporb or iron and steel products, l~-1992 
(Thousand tonnes) 

Year 

1989 
1990 
1991 
1992 

Exports 

162.8 
245.1 
196.5 
503.8 

Souru: Central Agency for Public: Mob1hi.a1ion and Staustic:s (C:APMAS). 

Constraints and prospects 

1990/ 1991/ I 
1991 1992a 

402 403 
83 80 

113 60 
158 270 
53 53 
82 79 

l•rts 

1,073.0 
1.514.0 
1. 323.3 
1,042 .8 

The Egyptian iron and steel indu.c;try, though large and expanding. continues to face a number of 
constraints, which vc preventing it from rcali1.ing its full potential. These include inadequate 
domestic demand, difficulties in penetrating export markets, increac;ing external competition and 
raw material shortages. Efforts arc being made to overcome these constraints, however, primarily 
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through an upgrading of cmting production facilities it.: order to increase their efficiency and to 
diversify their output range to match the varied requirements of their customers. 

Fig. Ill. I. Production of selected 
steel products, 1986/87 and 1991192 
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One of the most serious constraints faced by the industry is an inadequ.ate level of demand in the 
domestic market, towards which it is largely oriented. This frequently forces the various 
enterprises lo restrain their output at levels below their installed capacity, thereby preventing them 
from optimizing their production performance. Efl'orts to overcome this constraint through 
inaeased exports have also had only modest success so far because ~f the prevailing glut in the 
international steel market and the Egyptian industry's limited competitiveness in terms of both cost 
and quality, and the absence of official export support policies in Egypt 

In recent times this lack of international competitiveness has even begun to threaten the industry's 
position in the domestic market as the lowenng of protectionist barriers has allowed local 
customers to meet their oecds from imports. Significant volumes of low-priced steel have ~gun 
to enler Egypl from the Czech Republic, Poland, Slovakia, the Commonweallh of Independent 
States, and some neighhouring Arab countries. Particularly large quantities have begun to be 
imported from the Libyan Arab Jamahiriya folll>Wing the inauguration of the Misurata steelworks 
in that country, which produces well in exass of Libyan domestic requirements and is able to 
market much of its surplus production in Egypl, which levies no customs duties on imports from 
the Libyan Arab Jamahiriya. 

With much of the Egyptian iron and steel industry having been based on the reprocessing of 
ferrous scrap, tightening supplies of this resource are also imposing an inaea.'iingly severe 
constraint. The shortage of scrap has become particularly acute in Alexandria, where both 
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ANSDK and ECW use scrap. Prior to the opening of ANSDK in 1986 the local availability of 
scrap was sufficient to supply ECW, but since that time scrap has had to be brought in from 
increasingly further afield. 

These constraints not"Nithstandiog, the Egyptian iron and steel industry is continuing to develop. 
Apart from the proposed establishment of a facility for the production of special steels discussed 
above, several other projects to upgrade the industry have been approved in recent years. These 
include the institllation of a vacuum arc refining unit at NA\!EfIN and a new 3-strand continuous 
billet caster at Delta Steel, as well as the modernization of the hot strip mill at EISC. In addition, 
it has been reported that the Aswan iron ore deposits arc currently being re-evaluated and the 
possibility of establishing a small-scale steel mill in the Aswan area is under considcration.51/ 

OTHER METAL PROCESSING 

Egypt bas reserves of a variety of metallic minerals, including manganese, elmenite (the main 
source of titanium), copper, lead, zinc, tin, chromite, uranium and gold. The most important 
manganese deposits are located in the Um Dogma area of the Sinai Peninsula, while elmenite is 
found principally at Abu Ghalaaga in the South-eastern Desert and the black sands along much 
of Egypt's Mediterranean coast. The main deposits of copper, usually found in association with 
other ores such as lead, zinc and nickel, arc located in the Eastern Desert and the Sinai. Uranium 
has been found at several locations in both the western and east~rn deserts, while gold occurs at 
more than 90 sites throughout the country. Few of these mineral deposits are exploiteJ on a 
commercial scale as yet, and the output of those that are being exported tends to be processed to 
only a very limited degree within Egypt. 

Recent trends 

Egypt's non-ferrous metal processing industry consists principally of three large-scale enterprises, 
the Egyptian Copper Works (ECW), the General Metals Company (GMC) and the Aluminium 
Company of Egypt (EgyptAlum). All of these firms are state-owned, with the first two having 
been nationalized in the 1960s and the last having been established as a public enterprise in the 
early 1970s. Together, they produce a wide range of upstream and downstream metal products. 
With the exception of domestically collected and recycled scrap, they mostly use imported raw 
materials. 

As noted above, ECW was established in 1936 in Alexandria as a reroller of copper scrap, and 
began melting and refining copper scrap in 1940. The availability of substantial volumes of 
aluminium scrap after the Second World War prompted the company to estahlish melting and 
sheet rolling facilities for aluminium, and to manufacture aluminium utensils for the domestic 
market. Although the company's output of iron and stcc~ which it began producing in 1952, now 
exceeds its production of copper and aluminium, these two metals remain important componerHs 
of its product range. 

The plant produces approximately 15,000 tonnes per year of aluminium products, using both 
secondary aluminium from its own furnaces and billets bought in from EgyptAlum. The output 
consists of strips, foils, sheets, discs, tubes and wire, with the discs being processed further into 
domestic utensils and tubs for washing machines. About 20-25 per cent of the company's output 
of aluminium products is exportr.d, with the bulk going to neighbouring Arab countries and a small 
proportion to some European markets. 
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The company's production of copper and copper alloy amounts to about 5,000 tonnes per year, 
and consists of bars, tubes, profiles, sheets and discs, wire and cable for electrical use, and brass 
wire. A particularly important item in its product range is condenser tube for use by the sugar 
milling industry. Production operations have in the past been hampered by problems with the 
firm's USSR-built horizontal extrusion press installed in 1971. These resulted in a recent decision 
to acquire a new unit with an annual capacity of 2,000 tonnes in the near future. 

The General Metals Company was established in 1937, a year after ECW, and now operates plants 
at Tabbin and Maksar el-Khashab. It manufactures a wide range of aluminium, copper, lead and 
zinc products, including alloys, sheets, discs, coils, strips, pipes, wires, seals and oxides. In 
addition, it also produces silverware and silver tableware. The bulk of its output is consumed in 
the domestic market, although modest quantities are also exported. 

EgyptAlum was established in 1975 at Nag Hammadi in Upper Egypt as a primary aluminium 
smelter with an initial capacity of 40,000 tonnes. Following a major expansion in the late 1980s 
and early 1990s, the firm now has a total capacity of 240,000 tonnes per year. It uses bauxite 
imported from Australia and Guinea. and produces aluminium ingots, billets, slabs, T-bars, sheets, 
coils, wire rod and alloys, both for export and for the domestic market 

Despite its substantial domestic production capacity for non-ferrous metal products, Egypt 
continues to import significant volumes of such products (see Table 111.28). Although some 
domestically manufactured non-ferrous metal products are also exported, these exports are, for 
the most part, relatively modest The only non-ferrous metal of which Egypt is a significant net 
exporter is aluminium, which it supplies both to its neighbouring Arab countries and to other 
markets further afield. 

Table 111.28. Trade in non-ferrous metals, 1989-1993 
(Tonnes) 

1989 1990 1991 1992 1993a/ 

"· lllpOrts 

Copper 13, 192 13,495 17,130 14,218 15,418 
Ah111ini1.111 3,994 7,739 6,057 10,200 59,127 
Nickel 140 206 274 209 142 
Lead 8,463 12,936 16,985 14,067 3,696 
Zinc 9,929 8,868 9,545 8,498 10,974 

B. Exports 

Copper 5,395 6,962 4,854 4,440 
Al1111ini.in 120,615 119,396 100,602 139,044 
Nickel 3 35 21 5 
Lead 15 2 
line 982 520 385 
Tin 477 60 

.\ourcl' Ccnrral Agency for Pul>hc Moh1ir1.a11on and S1a11s11a (CAPMAS). 

a/ humara 
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Constraints and prospects 

Egypt's already significant non-ferrous metal proccs.c;ing industry is on the verge of a substantial 
further expansion. As nOled above. ECW is proposing the establishment of a new copper 
extrusion pr:ss, which will help it to overcome the production constraints imposed by the existing 
unit. In addition. it ha:. invited tenders for an aluminium foil mill with an annual capacity of 4.000 
tonnes. This latter plant. which is likely lo be located on the outskirts or Alexandria because or 
a shortage or space at ECW's existing site, is projected to exptxt half or its output. EgyptAlum. 
meanwhile, is in the proccs.s or installing a new flat products rolling mill. which will ha\'C an initial 
production capacity of 60,000 tonnes per year of flat and corrugated aluminium sheets. although 
this is subsequently expected to rise to 100,000 tonnes per year. 

BUILDING MATE~ 

Egypt's heritage demonstrates its great tradition of quarrying construction materials and of 
construction activities. A relatively large number of minerals used for the production of building 
materials are available but mostly on a limited scale, with the nruble exceptions of gypsum, clays 
and to some extent ornamental stones including marbles and granites. Gypsum reserves. estimated 
at 20 million tonnes. are found at Ras Malaab, located around 100 kilometres south of Suez on 
the eastern side of the Gulf of Suez. The thick layers at Ras Malaab in Sinai constitute the 
country's largest source of gypsum. Gypsum deposits are also found in the shallow lakes of 
Mariout, Manzala. El-Ballah and also al El-Hammam near Alexandria. Additional dc~its exist 
at some depth by the Red Sea coast and the Gulf of Suez. as well as near Bcni Suef. -/ Proven 
reserves of kaolin and white days. estimated al over 20 million tonnes. are found at Musaba 
Salama and El-Dehis.sa. um Bogma and El Khaboba and Wadi Musaba are known for substantial 
reserves of glas.'\ sand. 

The domestic resource base for the production of construction materials can be gauged from data 
pertaining to domestic supplies of raw materials (sec Table 111.29). Following three consecutive 
years of faltering growth, the production of gypsum rose dramatically in 1991/199!. There was 
a significant upswing in the production of granite in the late 1980s. Production figure~ for 
1991/1992 indicate a sharp fall in the production of granite, basalt, common sand, limestone. 
gravel, clay and sandstone, compared with the respective production levels in 1990/1991. Kaolin 
production recorded a steady increase for four consecutive year!>, but its production of 203,CXlll 
tonnes in 1991/1992 ""·'"'less than the peak (204.000 tonnes) achieved in 1987/1988. In the face 
of inadequate domestic supplies of building materials, the country depends heavily on import!>. 
In 1992 Egypt importeJ LE 39.2 million worth of stones, cement and asbestos. 

R«ent trends 

Despite erratic supplies of dome~ic raw materials, the production of a number of huilding 
materials ha.c; risen significantly over the years. One of the striking features of construction 
material production in recent years has been the dramatic increase in the production of ccmcnl, 
rising from 8.7 million tonnes in 1986/1987 lo 15.4 million tonnes in 1991/1992 (sec Tahle Ill.JO). 
Egypt currently produces over 16 million tonnes of various kinds of cement. The production of 
red bricks stood al 105 million in 1991/1992, compared with JO million in l9W1/1987. The 
production of brick substitutes, such a.c; clay bricks, ccmenl, ~um and light·weighl lyca, wa!'. 
estimated to have exceeded 1 billion units in 1991/1992. Following its peak production of 21,,000 
tonnes in 1989/1990, ~he production of glass sheets faltered for two conscculive years. The puhlic-
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sector enterprise El Nasr Glass & Crystal Co is rhc biggest Egyptian company producing glass. 
It manufactures 85,000 tonnes or assorted glaM annually. 

Tabk 111.29. Production of selected ifals req9iml fer tk ... ..r.c:t.ft of coastndioa 
mataials, 1986/1917·1991/1992 

1986/ 1987/ 1988/ 1989/ 1990/ 1991/ 
ltl!ll Unit 1987 1988 1989 1990 1991 1992 

Granite Thousand cubic metres 2 4 15 15 10 9 
Basalt Thousand cubic metres 1.004 1.294 873 1.371 1.016 763 
limestone Mi 11 ion cubic metres 15 17 16 16 18 17 
Sand (ccmun) Mi 11 ion cubic metres 13 10 11 13 16 14 
Gravel Mi 11 ion cubic metres 12 10 12 14 8 7 
Sand (white) Thousand cubic metres 233 223 216 410 317 264 
Clay Thousand tonnes 5.508 5.933 5.796 7.534 10.775 10.cm 
Gyps111 Thousand tonnes 1.088 1.337 1.309 1.279 1.239 1.425 
Sandstone Thousand cubic metres 417 305 316 242 182 113 
Kaolin Thousand tonnes 126 204 122 149 186 203 

Sourer. Ccnlral Agl:ncy for Public Mobiliza1ion and Sla1istics (CAPMAS). 

The government or Egypt used to subsidize the production or construction matrr..ils by providing 
cheap fuel and electricity. Under the IMF-sponsored economic reforms the production or building 
materials is no longer subsidized. The price or cement, which is determined by the gOYCrDJDcnt 
for both private- and public-sector f111Ds, has been inacascd three times in the 1~. According 
to Suez Cement Company, the only private-sector cement company in Egypt, the price of cement 
increased from LE 53 per tonne in Jie early 1~ to LE 150 per toanc by the year 1993. 

Tabk 111.30. Production of selected building mataials. 1986/1917-1991/1992 

1986/ 1987/ 1988/ 1989/ 1990/ 1991/ 
ltl!lll Unit 1987 1988 1989 1990 1991 1992 

Glass sheets Thousand tonnes 23 22 22 26 25 24 
Safety glass Tonnes l,232 l,296 1,393 1,370 1,287 1,298 
cer.:cs Tonnes 3,450 4,714 6.C50 6,600 7,200 7,550 
Sanitary 

appliances Thousand LE 18,441 17,448 15,439 15,300 
Refractory 

~ricks Thousand tonnes 141 150 129 137 153 141 
Clay pipes Thousand tonnes 28 28 27 29 32 32 
Concrete pipes Thousand tonnes 34 27 30 36 25 
Asbestos sheets 

and pipes Thousand tonnes 31 66 90 80 72 .. 
Red bricks Mi Ilion 10 25 38 70 95 105 
Sand bricks Mill ion 88 91 114 79 58 66 
Tiles Million square metres 91 12 15 17 17 19 
Gyps111 Thousand tonnes 524 644 660 523 601 589 
Ce.ent Thousand tonnes 8,762 9,794 12.480 14,111 16.073 15.454 

Sour<t.· Central Ap:ncy for PuhlK" Mobihz.alion and Sc11111in (C.APMAS). 

c United N11ioM lnd1111n1I Dcwlopmenr Orpn17..1111on 
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Reccnl increases in lhc prices of building macerials have largely been lhc rcsull or rising fuel and 
energy costs and 1hc rem0\'31 or subsidies. The da-aluation of 1hc Egyptian pound has also 
conuibuted to the rise in the prices of building materials. Despite the soaring material COSlS, a 
number o! enterprises seem to ha\"C recorded profits. In the year ending June 1993. Helwan 
Portland Cement COl'1pany and Tora Portland Cement Company earned net profits ofS9.7 million 
and $7 2 million. respccti\-ely. In thal year they each produced around 2.8 million tODDCS o( 

cement. 

Constraints ud prospttts 

The problem of rising energy COSls is cuccrbated by inefficiency in lhc use or energy in a number 
of enterprises engaged in the production or building mYerials.. According to a UNIDO sludy a 
substantial proportion of heat generated in the productive process in one or the glass producing 
en1erpriscs is losl.53/ Much of the waste heat can be reused to increase lhc lhcrmal efficiency of 
the furnace and reduce lhe energy in1ensi1y or production. 

Projected demand for conslruction activilics seems lo augur well for a further ;;xpansion of the 
production of conslructioo materials. According lo official sources. almOSl 300,lD> llC'A' housing 
unils will be neec!cd nationwide every five years. The newly created cities • T enlh or Ramadan. 
Fdtecnlh of May, Sadal Cily, New Burg El Arab, Sixth of October, Salhcyah. New Noubarey-.th. 
New Damieua, Obour, Badr, New Beni Sud, and New Menya ·are expected lo house around 6 
million people. During the currenl Five-Year Plan (1993-1997) lhc governmenl plans lo invesl 
$5.5 billion for lhe COllSlruction of 12 million new houses. or ~-bich 220,(D) units will be 
constructed in 1993/94. 

The growing demand for building malerials also Siems from a number of infrastructural projects 
including public ulilitics. such as the expansion of potable waler systems and sanitary drainage 
facilities. tourism facilities, port expansion., reconstruction in lhe Suez Canal area. and 
infraslructural projects in the agricu11ural and industrial sectors. Egypl has an ambilious 
programme for lhc developmenl of lhe Sinai peninsula., lhe norlh.·wcslern coasl, lhe New Valley, 
Lake Nasser, and the Red Sea and Suez Canal regions. The governmenl also plans to complete 
infra..o;tructural projects in 14 new cilies in the near future. The estimated $85 million contraCI 
awarded in March 1994 to a joint-venlure company for the conslruction of a 1win commercial and 
residential complex on the west bank or the Nile at Giz.a is symbolic of the rapidly expanding 
COD.\truction aelivities, growing al an aDDUaJ rale of over 20 per ceal. ()f lhe 31 public-sector 
conlracting firms, 11 firms perform major projeCI works. The priva1c sector's involvemenl in 
consll"uction aclivitics i.o; predominant. Out of 36,000 private-sector medium and small r.izcd 
conslruction contractors, 150 firms are well known for undenaking multi-million contracl projects. 

PRIVATE-SECTOR DEVEU>PMENT IN METALLURGY AND THE BUILDING MATERIALS 
INDUSTRY 

Although the mainly slate-owned metallurgical enterprii-.cs were nol slc.teci for privati1ation when 
the wave of privati1.alion swept across some manufacturing suhscctors. private·~ctor inveMmenl 
in the pn.duction of building ma1erials ha." hccn significant in rccenl years. A<. of June 1'>93 lhe 
General Aulhority for lnve.<.tmeni (GAFI) had approved IOI privalc investments in the production 
of building materials (sec Table llL\1 ). of which :iitl were in hrick production, followed hy marhk 
and h~·prclducts ( 14), ceramic and ~anitary wares ( 10), rdractorie!> (HI). prdahricalcd huildin~" 
( 11). cement production (7). concrete manufac1uring ( h other huildin.~ maten;ils ( 5 ). and izypsum 
(:\). Priv<1le inve:-.tmcnl a~ or June 199'.\ amounted lo LE xn million. '>\.ilh forei~n invc:-.lmenl 
;sn·•111n1ing for .'\-1 pt·r ccnl Rdractories allracted as much ·'" LE l7H milli,ln in rcrms ol foreiizn 
inve~tmcnl 

C I nrlC•l "l..111on~ lnvu•lnill llcvclopmcn1 Orit.1n11.1l10n 
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Table Ill.JI. Approved prbate lnvntmeat ID bulldlq materials to June 1993 
(Cumulative investment in million LE. unless otherwise specified) 

Activity tfRl!ll ID~llfasl MUlllber Loci· foreign ~ot1I ~f2~~ !~~111~01 LOCI- "'iire-gn "Ot1I H~c 2( 11fC12DI ~l2~fSI '"QYiitl1n ... oretgn ...... ot1~ 

Cer•lc ind 
sanitary .ares 10 5l 88 141 111 224 ]]5 l,485 29 l,514 

Marble and 
by-products 14 12 21 ll 23 47 70 1,302 15 l, 317 

Tiles 6 2 7 9 5 7 12 404 2 406 
Bricks 30 83 23 106 110 81 191 1.851 25 1,876 
Pre-fab. buildings 
Cement and 

9 9 10 19 20 12 32 l, 119 5 1,124 

by-products 7 108 9 117 125 62 187 574 12 586 
Concrete ] 14 15 29 25 29 54 1,071 4 1,075 
Gypsl.9 3 6 5 11 13 13 26 221 - 221 
Refractories 10 106 278 384 104 492 596 1,723 20 1,743 
Other 5 8 IS 23 9 15 24 

Total 101 401 471 872 545 - 1,527 11,750 112 11,812 

SDWC'~: General Au1hori1y ror ln...a1men1. 

'ISllf Production 
Egyptian oregn Total V1lue 

8 l 9 352 

3 - 3 36 
1 - 1 19 
3 - l 68 
7 l 8 57 

2 l 3 68 
2 - 2 43 
- - - 5 
9 2 11 245 

35 5 40 813 I 
[ 
i 

I Ci ... 



Fig. Ill. J. Production of selected 
building materials, 1986/87 and 1991/92• 
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The shares of three state-owned cement companies, Helwan Portland Cement Company, Tora 
Portland Cement Company and the Holding Company for Mining. Refractories and Building 
Materials, are scheduled to be offered for public subscription with a view to increasing 
en'llironment-friendly production capacity. The modernization of two state-owned companies is 
being funded by international donors, including the World Banlt. A number of enterprises 
currently being planned for privatization are expected to undergo signi1icant improvements in 
terms of modernization and f mancial restructuring. 

The infusion of foreign capital into a private cement enterprise is an encouraging development. 
According to reliable sources, the Explorer Fund. a new uni: trust backed by a number of New 
York institutions, has taken a stake worth $5 million in Suez Cement Company. Its stock is traded 
on the Cairo capital market. 

F. TRANSPORT EQUIPMENT 

The rnoune base54/ 

When Egypt first decided to assemble automobiles prior to the 1952 revolution, there was no 
proper feeder industry for the supply of components in spite of the fact that a moderate industrial 
base had already been established in iron and stecL pipes, castings and forging, batteries, springs 
and textiles. In the early stages of the automotive industry's evolution, local sourcing of inputs was 
marginal ~nd assembly operations, to a large extent, were based on imported parts and 
components. By the late 1980s a number of public and former military factories were engaged in 
ferrous and non-ferrous castings and forging as well as in the production of steel sheets and raw 
bars, coiled springs, bearings and bushes, air filters, wires, rear wheel hubs, truck platform 
containers, locks, paints, surface treatment chemicals, plastic parts, artificial leather, batteries, 
tyres, safety glass, fibreglass, and polyester parts. A number of private enterprises are also 
engaged in the production of mufflers, fillers, truck platform containers, safety glass, foam sheets, 
and truck seats. 

Egypt's Iarc:e pool of cheap labour constitutes an important resource base for automotive industry 
assembly operations and component manufacturing activities. By the late 1980s the number of 
persons employed in the industry reached n,8'13 compared with 29,600 in 1975. While wages and 
salaries increased by less than six times, labour productivity increased almost sevenfold during the 
period. A significant increase in Jabour productivity in the automotive industry is a reflection of 
the fact that the country's labour force can be easily trained to handle complex operations. The 
groundwork done by the big international car makers in the country to establish reliable sources 
of supply for their assembly lines, and to upgrade quality control standards, provides an excellent 
foundation for the horizontal development and integration of production and product de1•elopment. 
Financing from local banks is also readily available to suitable clients. 

COMPONENTS 

Rtt~nt trends 

The experience of the state-owned El Nasr Automotive Manufacturing Company (NASCO) rypilies 
the stale of I he country's automotive component industry. From its estabfo;hment in 1961, NASCO 
began manufacturing spare parts for cars - engines, cha:o;sis parts, power lran!imi~sions, steering 
units and certain body parts - with the assistance of the Italian automotive firm Fial, hut 
production in the 1960s and 1970s was conlinually plagued by a shortage of hard currency to 
finance rhe necessary imported inpurs. The manufacturing operalions also suffered due to !he 
small scale of operations necessitated hy the relatively small domestic demand ar the time. fl was 
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originally hoped that the local content of cars would increase from NASCO's average of 20-21 per 
cent (including batteries, tyres. sp~ glass and exhaust sy-;tems) to about 60 per cent through 
the establishment or related joint-ventures to undertake the domestic manufacture or components 
such as gearboxes, brake drums, shock absorbers, alternators and starters. By virtue of its large 
production base for components and parts, the local content of bus produL"tion exceeds 75 per cent 
at NASCO. The percentage of locally produced components used in the manufacturing or 
passenger cars was expected to increase from 30 per cent in 1989 to 40 per cent by the early 1990s. 
The development or the automotive feeder industry is supported by the government's requirement 
that new ventures should have a local content of 40 per cent. 

The following list or major automotive feeder industries indicates the type or components and 
parts produced in Egypt: 

1. Public-sector and former military factories 
Ferrous castings 

Helwan Iron Foundries (former military factory) 
El Nasr Ca~ings Company, Alexandria 
El Nasr Company for Pipe Fittings 

Non-ferrous castings 
General Company for Non-Ferrous Metals - aluminum- and copper-based 

castings 
Helwan Company for Non-Ferrous Castings (former military factory) 

Forging 
El Nasr Forging Industries 

Steel sheet and raw bars 
The Egyptian Iron and Steel Company 
The Egyptian Company for Springs and Transport Vehicles - leaf and coiled springs 

equipment for trucks and buses 
Miscellaneous components and inputs 

Helwan Diesel Company (former military factory) - bearings and bushes 
The Aeronautics Factory (former military factory) - air filters, wheel housing for buses 

and trucks 
The Engine Factory (former military factory) - engine valves, nouJe'\ and injectors 
The Egyptian Cable Company - wires 
r\lexandria Shipyard Company - rear hubs for agricultural tractors 
Misr Engineering and Tools Company - truck platform containers 
The Engineering Projects Company - truck platform containers 
Sabi Company - locks and abrasives 
The Paints and Chemical lndustrie1; Company - paints and surface treatment 

chemicals 
The Egyptian Plastic.'\ and Electrical Industries Company - plastic parts, arlificial 

ieather and batteries 
The Transport and Engineering Company - tyres 
El Nasr Glass and Crystal Company - safely gla.'>S, fiberglass and polye~ter parts 

2. Private-sector 
Arab Aluminum Company - aluminium parts 
El Sadd Aluminum Company · aluminium parts 
Alumisr Company - aluminium parts 
Abu Youssef Engineering Company - mufflers, litters and truck platform containers 
Sicro Misr - glaM 
Taki Company - foam sheets and truck scats 
Foamad Company - foam sheets and truck seats 
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Both local and foreign companies have set up manufacturing facilities to produce car components 
such as batteries and ryres. By the end of 1991, three concerns - Egyptian Plastics, National 
Plastics and Chloride - were producing storage batteries for the automotive sector in Egypt. 
Chloride, a joint venture of Chloride, the General Company for Batteries and the American 
University in Cairo's Education Fund, began operations in 1982, and in 1991 manufactured 450,000 
units a year, just under half the local market demand. Production has been facilitated by a ban on 
the import of batteries introduced in the mid-1980s. 

Tyre production in Egypt dates back to 1956, when the Transport and Engineering Company 
(Trenco), an agent of both Chrysler and Peugeot, set up a production plant using technical 
assistance provided by the Mansfield Tyre Company of the Unitc:d States. It was nationalized in 
1961 and the company has enjoyed a go\'crnment monopoly on ryre production since then. In 1980 
it began producing ryres under licence from Dunlop and by 1991 output had risen to some 1.5 
milliofl tyres a year, about 40 per cent of local market demand. Production ranges from car, truck, 
bus and tractor tyres to others for bicycles. 

An increase in customs duties on imported tyres in the early 1990s, from 20 to 30 per cent, 
combined with the imposition of a 10 per cent sales tax on the product, led to the establishment 
in 1991 of a retreading and rubber recycling plant operated by Bridgestone of hpan. Bridgestone 
at the time accounted for about 40 per cent of the imported ryre market and suffered from 
competition with Trenco, whose prices averaged between 30 to 80 per cent lower than those for 
imported brands. Relaxations of customs duties since then have, however, changed the market 
prospects considerably. 

Constraints and prospects 

Despite the em::rgencc of a nlilDber of enterprises in automotive component manufacturing, nearly 
75 per cent of the country's automotive component requirements are met by imports. While the 
government's insistence on mandating a percentage of local content will help to develop an 
integrated manufacturing subsector, some teething problems can be expected. While Egyptian 
lahour is skilled, extensive overmanning is a constraint. Despite the wide-ranging programme of 
privati7.ation, the state sector remains powerful. This may result in pressure on private-sector 
firms to maintain higher levels of employment than might otherwise be needed and will also affect 
government policy on the proposed new tariff levels for imported cars, imported kits and spare 
parts and accessories. While much red tape has been eliminated, regulations affecting the 
licensing of new product lines, imports, access to foreign exchange and the employment of foreign 
personnel remain in force. 

The new feeder induc;trics. in particular, will need to maintain higher standards than have generally 
hecn the case previously if locally produced cars are lo compete successfully with imported 
vehicles. Upholscery, tyres, batteries, paints, meral alloys and electrical goods (air conditioners, 
lighrs, fuses, cahling), for example. will need lo he suhject to the kind of quali1y controls that are 
imposed in Europe, Japan or the Uni1ed State!i and to take into con!iideration the particular 
conditions in Egypt - the hotter wealher and the poor !ilalc of the r"ad~ in particular. Most of the 
new joint ventures involving foreign car makers arc investing heavily in providing training, technical 
advice and finance for this suhscctor. 
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AtrrOMOBILES 

Although the production of automobiles commenced before the 1952 revolution, when ford of the 
United States began to assemble medium-si7.cd vehicles at a plant in Alexandria. the modem car 
industry dates back to 1961 when the state-owned NASCO signed a contract with Fiat of Italy to 
assemble several Fi.at models under licence. At that time NASCO was the only car assembly plant 
in the Arab world and in Afri. -a. In 1971 NASCO began producing fiat's 128 model followed by 
the 125 incorporating a locally-made 1500 cc petrol engine produced under licence through Polmot 
of Poland. By the late 1970s the company was assembling improved versions of both the 128 and 
125 as well as the Fiat 131/1300, 131/1600 and 133. In 1982 NASCO introduced the fiat Ritmo 
65 and Seat 127 in both three- and f~-door versions. The following year witnessed the launch 
of the new Polonez, also equipped with a locally made 1500 petrol engine, to replace the Fiat 125. 

A proposal by General Motors of the United States to manufacture cars at the NASCO plant in 
Helwan using integrated processes. supply facilities and foreign subcontractors and financing was 
rejected, although in 1986 the company had been given government approval to begin the assembly 
of cars and to establish parts-making factories in a package costing $700 million. The cars would 
have been made under licence from Opel, the German subsidiary of General Motors. Subsequent 
negotiations with the company led to the establishment of a facility producing light trucks and 
buses on a greenfield site in Sixth of October City with a capacity of 18,200 vehicles a year. It is 
operated by General Motors Egypt (GME), a consortium in which General Motors of the United 
States has 31 per cent of the shareholding; a subsidiary of the Japanese firm Isuzu Motors Limited 
has 20 per cent; private Egyptian interests have 33 per cent and investors from Kuwait and Saudi 
Arabia have 16 per cent. 

At the time of GME's foundation in 1985, General Motors products accounted for about one-third 
of the Egyptian truck market through its sales of Bedford GM and Isuzu trucks. The plant's 
establishment marked the first time since the revolution that the private sector had been allowed 
to assemble and/or manufacture \"Chicles in Egypt. By 1990 GME was estimated to have 
increased its share of the Egyptian market to just under 54 per cent. Production in 1991 lotalled 
9,500 units, including 5,700 pick-up trucks. The export of minibuses using bodies designed by 
Hungary's lkarus company to Saudi Arabia and Syria also began in the early 1990s. 

By the end of fascal year 1982/1983, total car production in Egypt reached 24,<XX>, including 3,000 
Ritmos assembled at a plant owned by Arab American Vehicles Corporation (AA V), which also 
produced about 3,<XX> Jeeps a year under licence from the American Motor Corporation (AMC) 
of the United States. By the end of the 1985/1986 fiscal year, however, the figure had fallen 10 
19,243 units, less than two-thirds of the annual capacity of 30,000. 

In 1987 a local private company, Ghabbour Brothers, began manufacturing busci; to supplcmenl 
its existing assembly operations. Established in 1949, foe company wai; already one of Egypl's 
leading firms producing automotive tyres, batteries and spare parts as well as home appliances. 
Current facilities include two factories near Cairo producing luxt~ry touris1 buses through Scaoia 
of Sweden and Mercedes do Brazil, minibuses and chassis for GME minibuses. Scania and 
Mercedes supply engines and axles for the larger buses; the mini and micro versions are built on 
GME chassis in relurn for the provii;ion by Ghabbour to GME of rear bodies for GME pick-up 
trucks. 

Production in 1991 amounted to about '200 Scania busci; and 500 minibu.~s. although total capacity 
al the lime was said by company officials lo lotal 25 bu5Cs and 50 minibusei; a month. In 1991 
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ab.:>ut 60 per ~"'Cnt of output was exported to Libyan Arab Jamahiriya. Romania, Saudi Arabia and 
Tunisia. Exports to the Syrian Arab Republic began in 199"l. In 1991 the company estimated that 
it had a share of about 50 per cent in the Egyptian market for minibuses. 

Suzuki Egypt began operations in 1989 under a vartnersbip that includes investors from Egypt (51 
per cent), Saudi Arabia (29 per cent) and Suzuki of Japan (20 per cent). Production of small vans. 
pick-up trucks, dump and refrigerated trucks, ambulances and passenger mim"buscs amounted to 
3,000 units by 1990. Prices ranged between LE 20,000 and LE 40,000; local content was expected 
to reach 40 per cent by 1991 and 45 per cent by 1997. Plans at the time of start-up called for an 
increase in plant capacity by the mid-1990s to between 7,000 and 8,000 units a year, including the 
production of a passenger car. 

The Arab American Vehicle Corporation (AA V), which helped NASCO produce the Fiat Ritmo, 
began production of military Jeeps in the early 1980s in addition to assembling USSR-made 
tractors, Suzuki vans and pick-up trucks, Polonez cars and Vespa scooters on a contract assembly 
ba"'is for other Egyptian companies. Total production for the Egyptian market was expected to 
amount to about 1,500 units in 1993; exports of military vehicles to neighbouring Arab states are 
continuing. Originally formed in 1971 by the American Motors Corporation (AMC) of the United 
States as a joint venture with the Arab Organization for Industrialization (AOI) under a decree 
from the People's Assembly, it is now 49 per cent owned by Chrysler Corporation of the United 
States · which bought out AMC in 1987 · and 51 per cent by AOI, itself a consortium of investors 
from Egypt, Saudi Arabia and the United Arab Emirates. 

After its takeover, Chrysler fmanced a S2 million investment project in 1990 to enable the AA V 
factory to produce long- and short-wheel-base vehicles such as the Wrangler and Cherokee for 
civilian use. The Wrangler·L was priced at LE 69,310 in 1991, with production amounting to about 
250 vehicles that year. The Wrangler-S version was priced at LE 62,310 and the Cherokee at LE 
106,000. Local content accounted for about 27 per cent, including tyres, windshields, upholstery 
and some metal and plastic parts. 

Although the public-sector monopoly in the production of commercial vehicles is breaking down, 
both NASCO and the Egyptian Light Transport Company (ELTRAMCO) continue to assemble 
and manufacture these vehicles in the public sector. NASCO began producing trucks and buses 
in 1959, trailers in 1961 and related air· and water-cooled diesel engines in 1962. Initially, the 
buses and trucks ranged from 5 to 8 tonne payloads, along with four-by-fours under an agreement 
v.ith Klockner-Humboldt·Deutz of Germany. Later a wider range was introduced following the 
conclusion of a licensing agreement with Iveco of Italy and Germany's Magirus Deutz. Additional 
agreements were signed in the mid- and late-1980s with related companies in Romania and former 
Yugoslavia. 

By 1985, with the local market for heavy, medium and light trucks estimated to total 54,500 units 
a year, NASCO was producing some 3,200 trucks and about 700 buses, as well a-; 6,200 diesel 
engines annually. Trailer output amounted to just under 200 units a year. The local content had 
risen lo about 75 per cent by 1991, according to NASCO officials, with locally procured items 
including pressed body parts, gears, power transmissions, steering components, crank shafts and 
cases and drivers' cabins. Imported parts included ball bearings, starters and alternators. Prices 
in 1991 amounted lo LE 100,000 for minibu.<;es, LE 150,000 for luxury buses, LE 390,000 for heavy 
buses, LE 70,000 for light trucks, LE 90,000 for medium-si7.ed trucks and LE 300,000 for the heavy 
versions. 

EL TRAM CO manufactures the "Rama" brand of microbuses, vans and light pick-up trucks under 
licence from Zuk of Poland. Plans were under way in 1991 10 expand the company's annual 
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capacity from 2,400 units lo 3,000. The company also manufactures some 30,000 motor cycles a 
year under licence from Jawa and CZ, both of the former Czechoslovakia, as well as some 100,000 
bicycles a year under licence from Raleigh of the United Kingdom. Additional motor cycles and 
bicycles are produced from the company's own fabricated tubes, which arc also exported to several 
neighbouring Arab countries. 

By the year 1991/1992 - the last year for which official figures are available - Egypt's total 
production of trucks, buses and cars had fallen sharply, compared with 1986/1987 figures (see 
Table 11132), primarily due to the lack of foreign exchange to purchase imported supplies, labour 
problems and upheavals in Eastern Europe. Truck production amounted to only 1,529 units, 
compared with 2,580 units in fiscal 1986/1987. The number of buses produced in 1991/1992 
reached only 700, compared with 1.493 in 1989/1990. Passenger car production in fiscal 
1991/1992 amounted to 6,831 units compared with 17,939 units in 1986/1987. 

Table 111.32. Production of motor vehicles, 1986/1987-1991/1992 
(Units) 

1986/1987 198711988 1988/1989 1989/1990 

Cars 17,939 19,358 13,134 9,650 
Trucks 2,580 1,745 1,475 1,317 
Buses 968 l, 136 1.406 1,493 
Tractors 4,077 1,893 3, 132 1, 737. 

Source: Central Agency for Public Mobiliza1ion and S1a1istics (CAPMAS). 

1990/1991 1991/1992 

8,878 6,831 
I.127 1,529 
1,128 760 
1,103 1,616 

Although imports of cars t.ad been severely limited to protect local manufacturers, and agreements 
with Eastern European suppliers overcame some of the shortages of hard currency for imported 
parts, growing labour problems together with the small si7.e of the local market were having an 
adverse effect on output in the mid-1980s. As a result, the govemmC'nt revised its strategy for 
passenger car assembly and manufacture. Henceforth, output would be concentrated on two 
models with higher, and therefore more economic, production volumes. Eleven international 
companies were invited to submit offers for the local manufacture of one-litre and half-litre cars. 
Bidders included Peugeot and Renault of Franc-:, Volkswagen and Opel of Germany (the latter 
a subsidiary of General Motors of the United States), Honda, Nissan, Mazda and Toyota of Japan 
and Austin Rover of the United Kingdom. 

In the early 1990s, NASCO attempted to surmount some of the problems in importing components 
and kits by reaching an agrcem;.;nt with Tofas of Turkey to produce their 1,600 cc Dogan models, 
a version of the Fiat 131, a!i well as their Shahin models. Delivery of the firr.1 batch of cars to 
buyers began in August 1991; the original contract, agreed in September 1990, called for the 
import of 3,000 kits. 

There has been a dramatic rise in the number of vehicles registered in Egypt in the past f cw years. 
From 2.5 million in 1988, it rose by 15 per cent in 1989, and by 1990 had hit a record high of 3 
million. Ronald Nardi, Chairman and Managing Director of GME, expects ti • .:- number of 
registrations - which includes moror cycles and bicycles as well as cars, truch and bu~cs - to rise 
by about 10 per cent a year in the next few years. 
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However, despite these figures, a crucial factor in the future success of the sector's expansion 
through its opening to private investment and the establishment of joint ventures (as well as 
licensing agreements), will be the government's attitude toward imports. In 1991, shortly before 
the agreement with General Motors on the production of passenger cars in Egypt was reached. 
import restrictions were severe. Those allowed to seek approval for such imports included only 
the following: 

Foreign embassies and international organizations; 
Branches of foreign companies; 
Companies working in the petroleum sector, 
The People's Assembly, Sboura Council and their affiliates; 
Exporters whose exports totalled at least LE 1 million; 
Factories with an output worth more than LE 1 million; 
Agricultural, animal and fishery projects, or projects in 

duty-free woes with land of more than 10 feddans or 
investments .vorth more than LE 100,000; 

Banks; 
Certain schools, cargo transporters, charities, consulates, 

undertakers and institutions requiring transportation. 

Restrictions on the type and size of vehicles - i.e. cars, trucks or buses - allowed to each concern 
were extensive, and imports were generally restricted to every four years only. Indi"iduals seeking 
to import vehicles had to prove that they were members of diplomatic missions, consulates or 
international organi7.ations, or the families of such agencies; foreign residents; foreign students: 
handicapped; working, training or studying abroad or residents of Port Said for al least a year. 
An important exception, however, allowed Egyptian workers, students and teachers, returning from 
their foreign contracts or study abroad to import cars, or to reserve one, within six months of their 
re-entry provided they had not imported a car in the previous four years. Imports by all others 
not meeting these conditions were banned, although in 1992 expatriate workers were allowed to 
import cars for temporary use. 

In 1992, however, it appeared that the government was seriously considering ending the restrictions 
altogether. This, together with the gradual withdrawal of privileges granted to NASCO in the 
form of reduced tariffs on raw material inputs, will provide a far more competitive environment 
for the local manufacture of vehicles thz.n has been the case in the past four decades. Additional 
government measures to privatize state-owned firms and to sell its holdings in others should add 
to the allractive climate for investment. While most industry analysts expect the pace to be 
relatively slow, ELTRAMCO has already been named a.-; one of the first to be sold off. While 
companies like General Motors and Citroen favour greenfield sites, privati7.alion offers investors 
the opportunity to acquire existing plant and equipment at 3 relatively lower cost. 

Constraints and prospects 

Despite the rapid transformation of the aulomorive sector in Egypt and ii~ openin~ lo foreign and 
private investment, caution remains the watchword. Analy!its have pointed our that while holh 
consumer and commercial demand is high, the market is, as yet, relatively untested. Production 
at home may help to make c.trs, especially lhc smaller \eri.ions, more affordahlc ro middle class 
Egyptians an<l to small- and medium-sized companies looking lo develop a i1»cl of vehicles 
through hulk purchasing. hut it is not ycr clear whether the extensive economic reforms currently 
under way will increase the general standard of living and di:;posilhlc incomes sufficiently lo 
guarantee that this demand can he reali1ed. 
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Fig. Ill. L. Production of automobiles, 
1986/87 and 1991192 
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The low incomes of government employees and the prospect of significant redundancies among 
skilled workers, technicians and managers in the large number of state-owned enterprises could 
act as a significant restraint on market development. So, too, will the high levels of unemployment 
and underemployment among university and tcclmical college graduates. While the restructuring 
of public-sector debt and the improvement in government fmaoces could help to spawn i;igoificant 
new sales to ministries, government agencies, state and urban transport authorities, hospitals, 
schools and the military, the recent decline in the tourism industry, if prolonged, could counteract 
any such improvement. 

Mme broadly, the development of other manufacturing operations in the region, particularly in 
the Islamic Republic of Iran and Turkey, will be a mixed blessing. Toyota of Japan has broken 
the tradition i.o Turkey of producing long-discontinued models behind impenetrable tariff barriers 
and now ha." a 40 per cent shareholding in a new venture, Toyotas, which also includes the local 
Sabanci Group and Mitsui & Company of Japan. Production beginning in 1994 is set to rise to 
100,000 vehicles a year. 

Overall, total vehicle production in Turkey rose by 10 per cent, from 239,862 vehicles in 1990 to 
263,571 in 1991. Development of the new projects currently under way could take this figure up 
to 500,000 a year by the mid-1990s. New productioo lines also benefit from a five-year tax holiday 
where output is 100,000 vehicles or more z. ye~1, an incentive that r-nables the largest producers 
to give consumers a distinct price advan•ag" . · . ::~competitors. While exports will be directed 
at eastern Euro1lC, central Asia and · , '!>, 1;1. ·di:g will also be targeted on the Gulf states 
and other Arab countries. This cou -,,r· 1: 1c , ... w competitive factor for Egyptian companies 
seeking to export vehid.:c 10 count1 ·' iJr!' :• .Jrdan and the Syrian Arab Republic, as well a.-; 
to Saudi Arabia, Kuwait and other 1 · , .(, ·"· 
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Two Olher major constraints arae from the relative lack of car-financing schemes in Egypt and 
the lack of adequa1e after-sales service, maintenance and diagnostic services. While some of the 
local commercial banks have expressed an interest in providing financing packages once the car. 
small van and pick-up truck market is opened up to the general public, vehicles sales will benefit 
over the longer-term only if the manufacturers, distn"butors and/or agents themselves help to 
provide attractive financing terms and adequate warranties. Their invoMmen: in setting up 
showrooms, sales and service centres, workshops, warehouses and training centres for mechanics. 
technicians. sales and administrative staff, marketing agents and distn"butors will also be crucial 
for the longer-term success of the sector. 

Fmally. while the size of the Egyptian market for bolh passenger cars and commercial vehicles is 
potentially very attractive to foreign manufacturers and investors, manufacturers will need lo be 
assured over the medium term that sales are sufficient to meet the economics of scale needed to 
compete in a rapidly developing, and increasingly open. economy. In addition to sales taxes. lhe 
supply of petrol, lubrication oils, transmission fluids and other necessary fuels al an affordable 
price - and increasingly in conformity with international environmental standards - is essential. 
Paris of the country, such as Upper Egypt, that are poorly served by gasoline stations and sales 
and maintenance facilities will also need more attention if the market is to grow to its ft!ll 
potential. 

The danger remains that the market, should demand be slow lo maleriali7.c or production 
hindered by boltlenedts, will continue 10 be split into segments. This in turn would help 10 give 
credence lo those who argue that the country's best needs are met by an efficient system of public, 
rather than privale, lransport. NASCO's determination to upgrade its production l!nes and to fmd 
sources of imporled kits that can be purchased at costs that enable it to keep prices down for local 
consumers is a step in the right direction., but it may be difficult lo maintain over the medium lo 
longer 1erm. 

PRIVATE-SECTOR DE\'EUlPMENT IN THE TRANSPORT EQUIPMEl\'T INDUSTRY 

In the past two years, significant moves have been made in opening up the automotive scclor 10 
hoth foreign and privale local investment. As a result, major new projects are under way and, by 
mid-1994, Egypl will be producing a wide range of cars in joinl-venture schemes wilh companies 
such as Citroen and Peugeot of France, SULUki of Japan and Hyundai of the Republic of Korea, 
a!i well as General Molors. Production of local components is also ri.c;ing sharply, as is lhe 
domeMic marke1 for cars, lrueks, buses and spare parts. 

Citroen is opcraling through a local firm, JAC Car Makers of Egypt Awarded a licence by lhe 
(ieneral Authoriry for Foreign lnvestmenl (GAFI) in March 1993, 1he partnership hoped to open 
a newly buih factory in Ohour Ci1y, north of Cairo, in October. Production was due to begin in 
lhc first half of 1994, wilh output ~cheduled initially to reach 2,(100-3,000 Ci1rocn AXs a year. 
Production of Citroen ZXs is 10 slarl in 1995; outpul for both models is due 10 rise to 22.(KJO 
annually by 1998. 

In line wilh lhc lerms of the agreemenl ~i1h CiAFI, holh JAC.: an<.i Cllroen suppliers of 
wmponcnls. The terms call for an ini1ial local contenl of JO per cenl, rising to 40 per cenl afler 
the lirsl year of •'roduction. Negotiations for lhc supplies also involved Cilrocr.'s French 
sub.,idiary, Sogedac, ils main suppliers in Europe. 

The factory will produce the ( 'itroens using imporlcd kil~ provided by 1hc hcnch car maker. JAC' 
~;11 dis1rihu1c tlic vehicle~ 1hrnu11.h ii'> own nc1work. which ii is sct1in1t up ~ilh lechnical help from 
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Citroen. Although Citroen has no equiry stake in the partnership, it will receive a royalty in 
addition to lump-sum payments for the kits. 

Peugeot already has a large number of cars on Egyptian roads, with imported \'Chides accounling 
for a substantial share of the estimated one million c.ars operating in the country. More recently, 
Automob:lcs Peugeot has taken a 51 per cent share in Pcugcol Egypt to produce modified versions 
of the 1,500-cc Peugeot 405s. Aw.>thcr 30 per cent will be held by the French company's main 
Egyptian dealer, the Centre for Development and Trade, with the remainder being held by the 
local affdiarcs of two French banks - Banque National de Paris's Banque du Caire ct de Paris and 
Societc Gcncrale. 

Production lines formerly used by AA V, pan of AOI, will be used, as will the already wide-ranging 
network of existing Peugeot sales and scnicc centres and distnl>ution points. Production was due 
to begin by mid-1993; initial output was expected to be 1,500 units the first year, rising to 3,500 
by mid-1994 and possibly to as many as 10,(XX) a year by 1998. 

Suzuki Egypt gained the distinction of being Egypt's first privately owned local company to 
produce passenger cars since the 1952 revolution when its Suzuki Swifts rolled off the assembly 
line at its Sixth of October Ciry plant in 1992. The 1,300-cc sedan is priced at LE 39,500-LE 
46,000. The plant also produces light truch and vans. 

State-owned NASCO itself is also following the tread. In early 1993 it announced that it was to 
begin producing Hyundai Excel passenger cars at its plant in Hclwan, south of Cairo in 
cooperation with the local farm, Ghabbour Brothers, who arc also agents for imported Hyundais. 
For this purpose NASCO will retool its assembly plant, previously used to produce Faats from kits 
supplied by Zastava of former YugO!">l~via. Production of the Excels, ranging in si7.e from 1,300 
to 1,600 cc, is to start at 6,000 units a year, rising to 15,000. Prices arc expected to start at LE 
45,000. Ghahbour will handle the distribution. 

In September 1992, NASCO signed an agreement with a company in the Russian Federation to 
assemble Aliko 1,600-cc cars using intported kits made under licence from Renault of France 
Initial production was set at 3,000 cars a year. Production of Turkey's Dogan automobiles, also 
made with imported kits, had risen to about 8,000 uni1s annually at the time. The new Aliko will 
help to replace lhe Zastava model, output of which was extensively curtailed after the break-up 
of 1he former Yugoslavia. 

Talks were also held in 1993 between NASCC> and itr. original foreign kit suppliers, Fial of llaly, 
dcmons1rating NASCO's Jelermination 10 relain ils position in the local manufactured car market 
despite the proliferation of competitive models. It has already agreed a new arrangemcnl wi1h 
lveco of Italy to produce its luxury long-distance coaches. 

GME's new car. due to begin production in the second half of 1993, will be an Opel Vectra 
saloon, using kits supplied from its German subsidiary, Opel. This follows a landmark agreement 
reached wilh the government in June 1991, which hroke up 1he slate monopoly of passenger car 
production. Production will lake place at 1he existing factory in Sixth of October Cily. where 1he 
oulput of trucks and buses had risen lo 10,00l units a year hy mid-1993 (sec above.). However. 
101al capacity is estimated lo be nearly double that figure, leaving room for the car lines. The cars 
will also be exported lo 1he Libyan Arab Jamahiriya and the Syrian Arab Republic; Ghabhour 
already export!'. its bu.c;cs and trucks to these rwo Arah countries a5 well as lo the Gulf slates. 

Meanwhile, Ghahhour is also expanding irs oulpul of rrucks and buses. lrs plant in Oalyouh, near 
Cairo, is hcing enlarged and outpul of luxury buses :r.hould rise to l,CXIO a year. By mid· 19'H, these 
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buses had a local content or almost 70 per cent. The firm is also planning anolhcr project. to 
produce air cooditioocrs for cars and trains, in a joint vcaturc wilb Coovccta of Germany. 
Production will be carried out at Sixth or October City. Coavccta bas an equity stake or 51 per 
cent in the joint 'VelltUK. with Ghabbour and other local partners holding the remaining 49 per 
cent. 

Other moves to expand vehicle parts manufacture include plans to set up a carbon black factory 
in Alexandria lo produce 20.(D> tonnes a year. OUlpul from the plant will be used. in tum. lo 
expand the production of tyres and other rubber products for cars, lrUCb, buses. trailers. tractors, 
mOlor ~ and bicycles. Partners in the $15 million ~Dlure include the Alexandria Tyre 
Company, the Saudi-based Arab Petroleum ID¥CStmcnts Corporation (APICORP) and the World 
Bank affiliate, the International F'mancc Corporation, as well as rwo companies from India: 
Grasim Industries and Indo-Bharal. Technical assistance will be provided by the W"llco Chemicals 
Corporation or the United Slates. Production was due lo begin in mid-1994. Newcomers to tyre 
production in Egypt, such as Unioo Carbide of the United Slates, will also bcnefll. 

As can be seen by the pace and scope or foreign investment in local ~bide manufacture, the sccoe 
is gradually being set for a complete change in this sector during the coming few years. Aside 
from the commitment already shown by the likes of General Motors, Citroen, Peugeot, Suzuki, 
Hyundai and others, their development of domestic reeder industries . needed (O mccl agreements 
on local content - is paving the way for a considerable expansion or related manufacturing activities 
!iUch as forging and casting. metal pressing and body working, machining, textiles and upbolstel}, 
rubbers and plastics, paints, sprays and oils, glass and electronics. GMn the significant unmet 
colbumer, commercial and government demand for vehicles of all kinds, such a development can 
only further enhance the invcsamcnt climate in general provided that quality is maintained and the 
prices arc affordable. 

G. ELECfRICAL APPLIANCES AND ELECTRONICS 

ELECTRICAL APPLIANCES 

The production of electrical appliances in Egypt is highly dependent on imported equipment. Thi"i 
includes condensers, resistors, di"iCrete semi-conductors, intc;ftatcd circuits and electromechanical 
uni1s, as well as compressors, copper pipes and limcrs. I In the case of local assembly, 
imported kits arc the dominanl source of components. However, some low-tech inputs, such as 
wood cabinets, are produced domestically. Although valves and transistors, metal and plastic parts 
were al~ produced for applianCC."i in the past, the USC or kits has reduced lhe importance or tM.sc 
components in favour or imports. 

Recent trends 

Before lhc "open door" policy in 1974, two stale-owned companies, Koldair and Delta lnduslrics 
Company (Ideal), dominated the suhsector. Ar1er 1974, several privately owned firms and joinl 
venrurcs were established which currently produce a range nf white goods (!iuch as washing ma­
chines and rcfrigcrator!i) and brown goods (radios and lclevision sets) a:; well as air-conditioncr!i, 
electric fan!i and vacuum cleaners. 

Production in fi"ical 1992 amounlcd 10 9,429 air conditioners, 232,CXXJ rcfrigcralOr!i and 197,CXXJ 
washing machines, according 10 govcrnmenl figures (sec Table 11133). However, this rcOectcd a 
considerable decline in oulput for all three categories or goods in rccenl years. This was mo!il 
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dramatic in the case of air-conditioners and refrigerators: the fiscal 19'12 lcvd for air-conditioners 
rcpreseu1ed only «>per ccat of output in fascal 198/J/81, wbilc for refrigerators the figure was just 
under 39 per cent. In the case of washing madrincs, produaioa in fiscal 191Jl/92 was wen below 
the peak of 248,(D) rcacbed in 6scal 1987 /88, but still above the level of 178,(D) recorded six years 
earlier. 

1986/ 198i/ 19118/ 1989/ 1990/ 1991/ 
1987 1988 1989 1990 1991 1992 

Air-conditioners Units 23.802 25.221 30.189 23.135 15.462 9,429 
Refrigerators Thousud units 601 693 477 246 260 232 
Mashing llilChines Thousand units 178 248 212 179 202 197 

5.JflKr: CcatraJ Apacy for Pllblic Mobilaatioa and SWistic5 (O.J'MAS)_ 

Until 19'12, the government imposed a ban on the import of most domestic electrical appliances. 
including washi:lg machines, refrigerators, radio and tclcvWoo sets and electrical fan.c;. Driers and 
dishwashers were excluded, but subject to import duties of 110 per cent together with a 25 per 
cent consumption tax. S6/ Trade reforms initiated in 19'12 have eliminated most of these bans, 
but the tariffs on these goods remain high, ranging from 85 per cent to 100 per ccnt.57/ 

Fig. Ill. M. Production of electrical 
appliances, 1986/87 and 1991/92 
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Constraints and prospttts 

Egypt's dependence on imported componenls and ki1s. and the liccncing requiremeots for brand 
name items. have lendcd lo creale a proliferation or products in the market but have pre\"Cnted 
the development or a healthy, integrated productive sector. Local producers or brand-named goods 
are tied to specific foreign brands and designs. Higher pricing policies by the joint ventures and 
pri,,-ately owned companies. together \\ilh restriClilJllS on consumer credil. have suppressed the 
growth or indigenous demand. 

In the public sector, the lack or quality control has hindered the gro,,.,1h or exports as well as local 
produelion. although the ability or some or these companies to offer government-sponsored credit 
schemes bas moderated the decline in domestic sales. As regulations concerning issues such as 
produel standards. enwonmental controls and safely issues are tightened in the European Union -
Egypt's main export market - access to, and conformily with, international standards ic; becoming 
more vital to export performance. The expansion or manufacturing under licence from European 
and United States producers is helping to alleviate some or the previous bottlenecks in this area, 
but locally incorporated companies - particularly those in the public sedor - \\ill rail to reach their 
potential, and suffer losl marker share, ir they fail to give sufficient auention to these 
requirements. 

The climinarion of bans on imported goods will creale greater competition in the market, 
especially for the public-sector companies. As elsewhere, Efyplians are familiar with international 
advertising of brand names, and the quality of locally produced, locally designed goods seems to 
be regarded as inferior lO those which are imported or which are made locally under licence with 
recognized names such as Philips, Kdvinator or Carrier. While the high cost of imported goods, 
given the sca;ce access to foreign eJCChange. was a significanl factor in preserving market share for 
puhlic-scctor industries. the completion of reforms to make 1he Egyptian pound convertible 
internationally is expected to lead to a reduction in 1he cost of imported kits, and so of locally 
produced branded items made under licence, over the medium term. 

Foreign investmcn! in components industries is also increa.c;ing as a result of the economic reforms. 
The Wa.c;hington-hased International Finance Corporation (IFC) has agreed to provide $17 million 
in equity and loans to build Egypt's first refrigeralor compressor factory. Operared by the Misr 
Compressor Manufacturing Company and sponsored by the Dallah International Holding 
Company, the Egyptian subsidiary of the Jeddah-based Dallah Al Baraka Group, it is designed to 
produce ahour 1 million compressors especially suited for tropical climates per year. Total 
investment in the factory is expected to reach $79 million. Other shareholders include the statc­
owned Delta Industrial Company (Ideal) of Egypt. Technical assistance under licence and 
management expertise is to be provided by lndu.c;trie Riuntc Eurodomestid, the Italian subsidiary 
of Whirlpool of the United Stales.Sf!/ 

In the medium term, rhe devclopmenl of rourism (especially of 1ouris1 villages), together with 
govcrnmenl plans lo build some 1.2 million new housing units hy I he end of the current Five-Year 
Plan, 'A.ill crcalc addi1ional local demand for air-condi1ioners and other electrical home applianc­
es.59/ So tr.o will the expansion of the counrry's telecommunications nerwork (see bt·low) with 
re~ard to demand for radios and television sets. The gro'A.1h of incomes may also lead to a higher 
rate of demand for goods with newer technology; the replacement of black and white television 
sets with colour sets, for example, could lead to a suhstanrial market in these producfs alone. 
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ELECTRICAL GOODS AND TOOLS 

Raw materials for this subse.:tor are imported. although some metal fabrications, plastic parts. 
coils. relays and transformers used in the manufacture of products such as heat-exchangers. solar 
heaters. generators. control panels and satellite dishes are produced locally. Some 
electromechanical inputs for the production of dial (analogue) telephone handsets and crossbar 
switches are manufactured domestically, as are aluminium and fibre glass used in the production 
of satellile dish antennas (see Tabie 111.34). 

Table 111.34. Major companies producing dedrical ff1Uipmmt and tools 

Cmpany 

El Nasr Cmpany for Electrical Transfol"ller Manufacturing 
Egyptian-Ceniian Cmpany for Electrical Products (Sil!lll!fls) 

Electric Cables Egypt 
Arab Contractors Electrical Industries 

Helwan Cmpany for lion-Iron Industries 
El Nasr Boilers Cmpany 
REFCO 
Arabian HETCO 
Helwan Conpany for Diesel Manufacturing 

SOUTC~: Ministry of Industry. 

Consumer communicatioas equipment 

Recent treads 

Ownership 

Public 
Joint-venture 

Public 
Joint-venture 

Public 
Public 
Joint-venture 
Joint-venture 
Public 

Main Products 

Transfol"lll!rs 
Electrical 

equipaent 
Cables 
Transfon11ers, 
control panels. 
electrical 
equipaent 
Conductors 
Heat-exchangers 
Solar heaters 
Solar heaters 
Generators 

The production of electrical communication goods dates back to the 1960s when the govcmmcn! 
encouraged the development of these products for military reasons. using inputs imported from 
eastern Europe. In 1961, lhe Nasr TV factory used technology licenced from RCA of the United 
States to produce transceivers, carrier sets, amplifiers, r~gulators etc. as well as monochrome 
television sets and, subsequently, television picture tubes. The Philips electrical factory, a joint 
venture between the Egyptian government and the Dutch electronic.-; concern, also began 
producing electrical lamps as well as radios and televisions (see "Electrical appliances" above.) 

Laier in the 1960s. a factory to assemble dial telephone sets and crossbar exchange equipment was 
established at Hclwan using technology supplied by Ericsson of Sweden. Substantial facilities to 
produce metal and plai;tic parts a-; well ai; relays, coili; and transformers were also incorporated, 
along with manual a\Semhly and tc!it lines. An eai;ing of import policiei; in the early 1~ reduced 
the U!iC of local componenti;, however, and led the way to the ui;e of kitf> made by Japanese 
companies such as Sanyo and NEC. In 1992 the Egyplian-German Eleclrical Products Company, 
which involves 1he stale telecommunicacions company, Arcnto, in parlncrship wilh Siemens of 
Germany, hcgan producing 1clephonc-exchangc equipmcnl al Tench of Ramadan Cicy. 
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Also in 1992, Egypt inaugurated its first satellite television channel capable of transmitting local 
programmes as well as receiving international programmes from around the world. This in turn 
has spawned the growth of a new subsector to produce sa1ellite dish antennas. Production, using 
3luminium or fibre glass, is carried out by both public and privately owned companies. A 12-
metre dish is produced by the state-owned Arab Organization for Industrialization (AOI), and 
private firms produce 1.8- and 2.4-metre dishes. In July 1993 AOI was estimated to have a 30 per 
cent market share for the 12-metre dish, the most popular at the time due to its lower price.601 

Production of dial telephone handsets remained fairly constant throughout most of the 1980s al 
about 70,<nl units a year.611 Imports of handsets in 1991 were estimated to account for 75 per 
cent of the total market. The market as a whole was valued at S320 million.621 Production of 
satellite dish antennas was valued at $1.4 million in 1991, $2 million in 1992 and an estimated $2.6 
million in 1993. Imports, however, outstrip by far local supply, amounting to $21 million in 1991, 
$30 million in 1992 and an estimated $39 million in 1993 (sec Table 11135). 

Table 111.35. Production and imports or satellite telecommunications equipment, 1991-1993 
(Million$) 

Production 
Imports 

1991 

1.4 
21.0 

Source Lmrcd Stare~ Foreign ,1nd Commcmal Scn.1cc. Gum. 

a/ Esumarcs 

Constraints and prospecb 

1992 

2.0 
30.0 

2.6 
39.0 

Egypr's telecommunications nc1work has hccn developed over nearly 35 years, resulting in a mix 
of 1cchnologies thal arc currenlly hcing modernized. The oldest gencralion, which al lhc end of 
the 1980s accounted for ahou1 onc-lhird of lhc total network, comhincs dial telephones, low-counl 
coaxial cahles and crosshar switches. The use of analogue cleclronic exchanges and of higher· 
count coaxial cahlcs as well as analogue microwave links, while increasing in the rccenl past. is 
now heing phased oul in favour of lolally digi1alizcd equipmenl. 

This will have a nq~a1ive cffecl, in the medium lcrm, on the loc;sl demand for dial 1elephonc sets, 
ahhough in lhe shorl lerm the huge, unmcl demand for 1clccommunica1ions link!". of all kind'i is 
lcadin~ to lhc conrinucd u'ie, and production, of the older generation of consumer handsct'i, 
e'ipccially in rural area'i where the moderni1.ation programme has lagged behind. The 
commcncemcnl of the Siemens/ Arcnlo production of tclephonl' exchange\ in 1992, which i'i 
expected lo lead lo lhc ou1pu1 of 'iome 2110,000 dip;i1ali1ed ver'iions a year, will, however, lead 10 
rapid changes in lhc urhan areas. 

Dip:ilali;r.ation, toge1her wilh lhc enhanced use of microprocesscm and personal compuler'i (sec 
"Eleclronics" hclow), will al'io lead lo a suhslanlial in..:rcase in local demand for other suhscriher· 
end equipment such a'i intercoms, small privale cxchanp;cs, compuler interfaces (modem,). 
telex/fax allachments for computer\, fax machines and local area ncrwork (LAN) equipment, a' 
wdl as for dip;itali1cd hand'iel' and extension lelr;1honc,. 

t Ln11c<I :"oal1<>n• lnclu~rr1al I >rvrlnpmcnr I lrg;in1N1l111n 



148 Industrial Bnmch Profil~s 

lmpro\'cmeots in the local production of 1.8- and 2.4-metre dishes to make thern conform to 
international specifications are also anticipated. especially given the skill of Egypliao engioee~. 
This should open up a huge market, both locally and regionally, although Saudi Arabia, a main 
receiver of the Egyptian Satellite Channel (ESC), banned satellite dishes in early 1994. BOlb 
models allow viewers to recei"Vt: a far larger number of channels than the smaller 1.2-metre 
versions. Equipped with rOlating motors and suitable decoders, ti.a.: largrr dishes will also help to 
meet demand from wealthier viewers, whether individuals or institutions, seeking access to 
international transmissions carried by United States networks such as Cable News Network (CNN) 
or Star Television of Hong Kong. 

lnsulatN cabin 

Rttmt tl'ftlds 

Insulated cables for the transmission of electrical power and for telephone usc arc manufactured 
by a public-sector company, Electric Cables Production. Howe\·er, three pri••atc concerns have 
recently entered the field as well. 

In mid-1992 the total domestic demand for insulated c..1bles was estimated to be 2 million pair /km 
a year.631 Local production, which consists of both medium- and high-tension power cables as 
well as telephone cables, was nlued at about $35 million in 1993, or about 15 per cent of the total 
home market value of $233 million. Exports in 1993 were estimated at $12 million (see Table 
111.36). 

Since 1990, production has been rising steadily, though the pace of the increase has declined. 
Exports have shown a similar trend in recent years. 

Table llL16. 

Production 
Exports 

Production and exports of insulated cables, 1991-1993 
(Million$) 

1991 

29 
8 

1992 

32 
10 

Snurce: l:micd Sratcs J'orc1gn and Commcrcaal Ser.1<"c. Cairo. 

a/ bumarc. 

Constraints and prospects 

35 
12 

While si~ificant progress ha!i been made recently in increa~ing local production, the gap between 
domestic output and market demand i~ !itill estimated at ~omc 850,000 km a year. Electric Cables 
Egypt, the large public-sector concern, is planning to increal'le it~ production of long-distance 
telephone cable!i and of jelly-filled marine cable!i in order to reach a total output of 3<10,000 km 
a year. However, even if the!ie plani; go ahead, the gap ii; still expected to be .~omr 500,()(Xl km 
annually.Ml Moreover, thi!i exclude!". demand from the Ministry of Defence, which uscc; a 
si~ilicant, but unpuhli!ihed, amount of cahlc!i each year. 
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MICROCOMPUn:RS AND ACC~ORIES 

Although in the past most microcomputers were imported. assembly projccts began to be launched 
in the late 1980s. Semi-knocked-down kits were imported from the United States and were 
combined with locally manufadurcd computer ~ made of plastic.. Production of completely­
knodted-down versions to the motherboard level began in 1990, again using inputs imported from 
the United States. 

Reaal trmds 

In 1989 assembly produdion under licence based on semi-knocked-down kits Wa5 carried out by 
a joint venture between a United States company, American Computers and Electronics (ACE) 
and an Egyptian private concern, Elcttro George. By 1990, wbcn output began using the fully­
knodted-down inputs, Electro George's fadory had an annual capacity of 10,000 units of 
microcomputers of the XT and AT types. About half of total production was exported to Gulf 
states, particularly Kuwait, Qatar and the United Arab Emirates. By 1992 production was 
estimated to have reached 25,000 units. 

One key fador in favour of local production stems from the lack of Arabizcd data processing 
equipment, ie computer software. While Egypt may need to rely on imported hardware parts to 
produce: micr..computers, its wealth of skilled and bilingual (English and Arabic) engineers, 
together with its skilled technicians means that the prospctts for the development of software 
suitable to local use is good. Tabl~ 11137 presents data pertaining to the production and exports 
of computer software during 1990-1992. 

Table 111.37. 

Local production 
Cxports 

Production and exports of computer softtiraft, 1990-1992 
(Million S) 

1990 

0.52 
0.14 

1991 

0.65 
0.18 

0.74 
0.22 

Sowc~: Ur.ired Srares Foreign and Commerrial Service. Automat~d Dala Procasing Equipmmt: Comput~ Sofrwar~. C..airo. 
July 1992. 

a/ f.srimare. 

Constraints and prospects 

The government's plans to build the Pyramids Technology Valley (PTV) in particular arc crucial 
to the future development of the eir.ctronic.'i sector. An initiative taken in 1987 wa." delayed 
considerably. However, by early 1993 some 12,000 feddc..1s of land in Sixth of October Ciry had 
been allocated for the project. Aimed at stimulating the establishmenl of high-tech industries in 
Egypt, including computer-bai;ed electronics induslrics and advanced manufacturing systems, and 
al creating an environment where innovation can flourish, ii will include the setting-up of an 
instilutional cnvironmcnl aimed at !iimplifying regislration, licensing and export procedure!i for 
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investors, together with a review of customs regulations and taxes and the provision of the required 
incentives. 

The PTV will be accompanied by measures to promote scientific education and research institutes 
in fields related to high-tech industries, such as software, microbiol~ biotechnologv, materials 
and pharmaceuticals as well as engineering and microelectronics. In particular, it would 
enhance Egypt's prospects as an international producer or advanced consumer electronic goods 
such as CD-ROM players as well as industrial process controls. Given that the assembly and 
testing of CD-ROM players, an increasingly important component of computerized multi-media 
systems, is highly labour-intensive and requires skilled workers, Egypt would appear to have a 
specific competitive advantage in this field. Moreover, as one of the largest producers of music 
and film in the Arab world, the use of CD-ROM technology produced in Egypt would find a ready 
market in other Arab countries. Production and/or assembly of such players would also facilitate 
the development of advanced computer systems such as imaging, especially for Arabic documents 
and Arabic applications. 

PRIVATE-SECTOR DEVEWPMENT IN ELECTRICAL APPLIANCES AND ELECTRONICS 

Egypt has en~ouraged foreign investment in the production of electronic goods and house!iold 
durables manufactured domestically under licence since the early 1980s. United States companies 
such as Carrier, York and Philco, for example, produce air-conditioning and refrigeration 
equipment in Egypt.66/ Zanussi of Italy, together with the state-owned firm, Delta Industrial 
Company (Ideal), manufactures automatic washing machines both for local use and export. 

Cumulative private investment in air-conditioning, home and electrical appliances until the end of 
June 1993 amoun~ed to LE 244 million (see Table 111.38). Of this, LE 183 million was provided 
by foreign invesl'lrs and LE 61 million by privale investors in Egypt. 

Table 111.38. Private investment in air-conditioning units, home and electrical appliances to 
June 1993 
(Million LE) 

Capital invested, 
of which: 

Air-conditioning units 
Home and electrical appliances 

Investment costs, of which: 

Air-conditioning units 
Home and electrical appliances 

Source.· Cicncral Authonty for lnvcstmcnl 

Local 

6 
55 

32 
112 

foreign 

20 
163 

75 
208 

Total 

~o 
218 

51 
420 

The g<wcrnment's currenl privatization programme coven; its own shareholding.c; in join! venlure!". 
as well as puhlic-scctor eompanie.c; producing electrical appliances which arc currcnlly parl or the 
Holding Company for Engineering lncluslries. These include the El Nasr Electronics and 
En~neering Company, licenccd hy Philips of lhe Netherland!".; the El-Nasr Enginccrin~ and 
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Refrigerating Company, makers of Koldair brand-~amed appliances; and the Delta Industrial 
Company (Ideal), the country's largest producer of refrigerators.67

/ 

Both the Philips and Koldair ventures were expected to be offered for sale by the end of fiscal 
1993/94, while the third was due to be sold in the following year after the evaluation of its assets 
and the formulation of plans regarding the method of its sell-off.681 Another fum targeted for 
privati7.ation is the Egyptian-German Electrical Products Company, which manufactures electrical 
appliances under licence from Siemei:::s of Germany.691 The company began producing 
digitalized telephone exchanges. This will open the door to private investment in the production 
of components. most of which will be sold to the State Telecommunications Organization, Arento. 
Valuation of its assets began in 1993, but no date for its sale, or the amount of the government 
shareholding to be sold, was announced. 

Once privatized, these companies. together with the smaller private-sector companies already 
producing brand named goods under licence. can expect to benefit considerably in the next few 
years from the elimination of controls on foreign exchange, the convertibility and stability of the 
Egyptian pound and the trade reforms. Although competition from imported appliances. particu­
larly from Asian producers, may increase substantially, local private-sector manufacturers and 
assemblers have an advantage insofar as they can, or are willing to, offer after-sales service, access 
to spare parts and gTc.ater information to the customer. The retention of high tariff duties on 
imported appliances will alo;o give them a benefit in what is an extremely price-conscious market. 

Private-sector producers of satellite dishes such as AGB International in Tenth of Ramadan City 
are expected to benefit considerably from rising demand for such equipment in Egypt, especially 
for the larger 1.8-metre and 2.4-metre dishes which they rranufacture and which can receive many 
more channels now becoming available from transmissions from Europe and Asia as well as within 
Egypt itseif. Reductions in the cost of raw material inputs and in the cost of imported decoders 
are also expected to encourage an expansion of output by the private sector, especially insofar as 
imports from countries such as the United States are becoming relatively more expensive. 

In insulated cables, El Giza Cable Company is considering expanding its product range to include 
TC 154 A FEO and TC n5 A Part 3 versions which meet Arento specifications. This will 
supplement its current output of jelly-filled telephone cables, self-suspending telephone cables, 
long-distance telephone cables and marine jelly-filled cables, all of which are produced to interna­
tional specifications. 

Another private-sector firm, The International Wire and Cable Company, is reported to be seeking 
a joint-venture partner to produce fibre optic cables. At present, there is no produclion of these 
in Egypt. 

Official figures show that cumulative private investment in lighting and electrical tools up to the 
end of June 1993 amounted to LE 139 million, of which jusl under half, ie LE 66 million, came 
from Jomeslic sources and LE 73 million from foreign investors (sec Table 111.39). Total 
invcstmenl costs for the 15 projects involved amounted lo LE 303 million, LE JM million of which 
came from foreign funding. 

Elcclro (icorge's rclarivcly early ini1ia1ivc in asscmhling Unircd Slatc!>-dcsigncd compuler~ 
dcmonslralcs thc polenlial rhar exists for privalc manufacturers of hardware and for private secror 
companicc; supplying software. The advent of multi-media computer syslcms, whicti include CD­
ROM drives, modems for communicalion (including electronic mail syc;rems and access 10 

inrernational datahases) and clccrronic scanners, provides an opportuniry for Egypr to use ire; 
weallh of skilled professionals and technicians, as well as ils supply of skilled lahour. 
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Table 111.39. Prha~ iDftjtJnent ia lighting and electrical tools to Juac 1993 
(Million LE) 

Capital invested 
Total value of projects 

So&ac~: General Authority for lmiatment. 

Local 

66 
137 

Foreign 

73 
iti6 

Total 

139 
303 

For the period up to the end of June 1993, 12 projects involving private and/or foreign investment 
had been approved. The total capital invested amounted to LE 69 million, of which about 60 per 
cent, or LE 41 million, came from local Egyptian investors and the remainder from foreign 
investors (see Table 111.40). Total investment costs for these projects amounted to LE 181 million. 
However, of this, the majority, LE 136 million, was provided by funding from outside Egypt. 

Private-sector developers, whether in hardware or software, can now take advantage of the revised 
import regime, under which import duties on raw materials arc lo be assessed at a maximum of 
50 per cent in the future, in compliance with the General Agreement on Tariffs and Trade. This 
should make assembly of advanced electronics both fe1sible and profitable. 

Table 111.40 Prhate ia'ftStmeat in computers and electronics to June 1993 
(Million LE) 

Capital invested 
Investment cost 

Local 

41 
45 

Soun:~: (;encral Authority for Investment. 
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Foreign 

28 
136 

Total 

61 
181 
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a. 
'Z Table A·l. Output of selected food products, 19~2-1991/1992, selected years • 
~ I .. 
[ 1986/ 1987/ 1988/ 1989/ 1990/ 1991/1/ Percentage change 
i 

I Product Unit 1952 1987 1988 1989 1990 1991 1992 1987/1988-1991/1992 
; 

I !!. 

~ 
White sugar crystal Thousand tonnes .. 472 449 454 476 525 510 13.6 
Refined s~ar Thousand tonnes 189 369 419 A.'l8 331 366 419 o.o 

f Glucose Thousand tonnes 5 52 51 48 46 S8 SS 7.8 
Chocolate Tonnes 1,600 5,309 7,390 8,064 8,328 7,155 7,279 -1.5 

.~ Pastries Thousand tonnes 18 204 234 134 43 45 49 -~· .. Preserved vegetables Tonnes . 7,238 8,484 9,689 9,324 10, 700 10, ?25 20.5 , 

i Candies Thousand tonnes 56 93 103 120 128 133 123 19.4 
::I T0111ato paste (canned) Tonnes 400 7, 109 3, 717 8,875 5,019 2,356 5,173 39.2 
~· Vegetables (canned) Tonnes 600 7,430 4,941 5,118 7,162 8,061 7,960 61. l .. 

I g Yeast Tonnes 840 24,135 24,945 26,048 23,929 22,621 23,369 -6.3 
Soft drinks "'I lion bottles 156 2,837 2,544 2,417 2, 164 1,858 1,620 -36.3 
Starch Thousand tonnes 5 25 26 28 29 28 31 19.2 
Beer Million 1 itres 10 47 51 49 so 44 42 -17.6 
Non-alcoholic ~r Thousand l ltres - c,1os 2.100 7,600 7,900 8,300 7,400 252.4 
Alcoholic drinks Thousand 1 itres 1,447 175 100 .. 215 227 71 -29.0 
Cotton seed oil Thousand tonnes 100 277 289 355 317 357 312 8.0 
Oilseeds (cakes) Thousand tonnes 410 440 431 370 322 319 n.a. -Molasses Thousand tonnes 100 362 364 382 215 217 219 -39.8 
Tobacco Tonnes . 9,953 11,279 14,426 21,477 22,945 24,513 117 .3 
Wtli te cheese Thousand tonnes 109 189 178 185 194 202 215 20.8 
Processed cheese Thousand tol'nes 2 15 13 11 12 15 14 1.7 
Pasteurized •ilk ~housand tonnes - 69 52 33 22 19 17 -67.3 
Hydro~nated oi Is Thousand tonnes 12 171 145 140 130 102 88 -39.3 
Sardines, canned Tonnes - 5,200 5,300 5, 14C! 3,207 3,979 2,305 -Sfi.~ 

Sourer: C'cn1nl Agency ror Publ•: Mobili1a1ion and S1a1is1ics (('APMAS). 

a/ Eslima1c. 
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Tal*A-2. Produc:doa or selected textiles, 1952-1991/1992, selected 10n 

1986/ 1987/ 1988/ 
Product Unit 1952 1987 1988 1989 

Cotton yam Thousand tonnes 56b/ 251 249 249 
Cotton textiles "ill ton LE 40 658 671 776 
Wool yarn Thousand tonnes 2 19 18 19 
Wool textiles "' 11 ton tonnes 2c/ 14 17 17 
Synthet!c ~extiles "lllion LE 67 70 75 
Jute yarn Thousand tonnes 4 26 26 26 
Jute textiles Thousand tonnes 2 26 27 27 

Sottt.:-r: C'.enlral A&ency for Public Mobilialion and Slalislics (CAPMAS). 

a/ F.s1ima1e. 
b/ ~tonnes. 

c/ Million metres. 

1989/ 1990/ 
1990 1991 

307 306 
882 1,375 

19 20 
30 23 
76 108 
25 l4 
26 24 

1991/a/ Percentage change 
1992 1987/1988-1991/1992 

316 26.9 
1,504 124.1 

20 11.: 
23 35.3 

108 84.3 
24 -3.8 
24 -25.9 

I 
i 
!8 
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Table A-3. Output of selected minerals and mineral products. 1952·1991/1992. selected yean 

1986/ 1987/ 1988/ 1989/ 
Product Unit 1952 1987 1988 1989 1990 

Crude petrolNI Mil 1i on tonnes 2.3 43 44 43 43 
Phosphate Thousand tonnes 478 1,310 l,330 1,347 1,505 
Iron ore Thousand tonnes 245 2,048 2, 109 2,562 2,405 
Salt (c~) Thousand tonnes 498 1,233 1,849 1,162 :,125 
Kaolin Thousand tonnes - 12F 204 122 149 
Quartz Thousand tonnes - ?9 21 19 36 
Asbestos and fen111col ite Tonnes 60 313 204 584 400 
Granite Thousand cubic metres 6 2 4 15 15 
Basalt Thousand cubic metres 200 l,044 1,294 873 1, 371 
Alabaster lhousan~ cubic metres 6 28 33 28 40 
limestone Million cubic metres 2 15 17 16 16 
Sand (canKlll) Million cubic metres 1 13 10 11 13 
Gravel Million cubic metres 1 12 10 12 14 
Sand (white) Thousand cubic - 233 223 216 410 
Clay Thousand tonnes 

1s0b/ 
5,508 5,933 5,796 7,534 

Gyps1111 Thousand tonnes 1,088 1,337 1,309 1,279 
Sandstone T~ousand cubic metres . 417 305 316 242 
Dolomite Thousand tonnes . 1.564 1,230 749 927 

Sol«~: Central Agency for Public Mobilization and Stati~tics (CAPMAS). 

&/ Estim&IC. 

b/ Thousand cubic metres. 

.... 
B 

r n' 
ll 

I 1990/ 1991L Per:entage change 
1991 19921 / 1987/1988-1991/1992 

45 44 o.o 
1,865 2,089 57.1 
2, 144 2,392 13.4 

891 936 -49.4 
186 203 -0.5 
86 91 333.3 

732 930 355.9 
10 9 125.0 

1,016 763 -41.0 
58 62 87.9 
18 17 o.o 
16 14 40.0 
8 7 -30.0 

317 264 18.4 
10, 775 10,041 69.2 
1.239 1,425 6.6 

182 113 -63.0 
910 838 -31.9 



Table A--4. Production of selected buildina materials, 1952-1991/1992, selected years 

~ 

c 
:! 
;; 
Q. 

z 
~ 

Product 

Sheet glass 
Safety glass 
Ceramics 
Sanitary appliances 

Refractory bricks 
Clay pipes 
Concrete pipes 
Asbestos sheets 

and pipes 
Red bricks 
Sand bricks 
Tiles 
l:yps1.a 
Cement 

Unit 

Thousand tonnes 
Tonnes 
Tonnes 
Tonnes 
Thousand LE 
10.-.n~s 
T•101.1::'nd tonnes 
Thous<1no tonnes 

Thousand tonnt'i 
Million 
Mi 11 ion 
Million square metres 
Thousand tonnes 
Thousand tonnes 

1986/ 
1952 1987 

4 23 
- 1,232 
- 3,450 
- 5,480 
- -
8 141 
4 28 

18 34 

7 31 
520 10 

22 aa 
1 91 

117b/ 524 
951 S,762 

~ I SOll«t': Central Agency for Public Mobilization and S1a1is1ics (CAPMAS). 

S c.. 
c .. 
:i 
!!. 

~ 
f 
" :!. 
0 
i 
:a 
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a/ 
b/ 

E.stimates 
Ponland cement. 

1987/ 1988/ 1989/ 
1988 1989 1990 

22 22 22 
1,296 1,393 1,370 
4,714 6,050 6,600 

- - -- 18,441 17 ,448 
150 129 137 
28 27 29 
27 30 36 

66 90 80 
25 38 70 
91 114 79 
12 15 17 

644 660 523 
9,794 12,480 14,111 

1990/ 
1991 

25 
1,287 
7,200 

-
15,439 

153 
32 
25 

72 
95 
58 
17 

601 
16,073 

1991/a/ Percentage change 
1992 1987/1988-1991/1992 

24 9.1 
1,298 0.2 
7,550 60.2 

-
15,300 

141 -6.0 
3~ 14.3 

n.a. 
105 320.0 
66 -27 .5 
19 58.3 

589 -8.5 
15,454 57.8 

J. 
ft 
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Table A-5. Output of selected petroleu~ products, 1952·1991/1992, selected ,ars 
(Thousud metric tonnes unless otherwise specified) 

1986/ 1987/ 1988/ 1989/ 
Product 1952 1987 1988 1989 1990 

Benzine (gasoline) 186 2,090 2,284 2,352 2,179 
Kerosene 219 2,325 2,325 2,385 2,398 
Jet fuel 161 209 236 319 
Gas oil and diesel oil 131 3,604 3,673 3,777 3,702 
Fuel oi 1 1,702 10,353 10,302 10,431 ll,005 
Butane gas 4 U4 279 287 316 
Natural gas .. 4,491 5,148 5,504 6,035 
Asphalt 51 597 549 580 592 

Soule~: Central Agency for Public Mobilization and Statistics (CAPMAS). 

a/ F.&timates. 

1990/ 1991/11 1991 1992 

2,253 1,932 
2,304 2,226 

406 340 
4,030 4,118 

11, 707 11,536 
338 318 

6,620 7,160 
651 576 

Percentage change 
1987/1988·1991/l 92 

·15.4 
-4.3 
62.7 
12.1 
12.0 
14.0 
39.1 
4.9 

IS 

r. 
f!. 

~ 
rt 



Table A-6. Production or selected chemi<.als, 1952-1991/1992, selected yean 

1986/ 1987/ 1988/ 1989/ 1990/ 1991/11 Percentage chanse 
Product Unit 1952 1987 1988 1989 1990 1991 1992 1987/1988-1991/1 92 

Soap Thousand tonnt-s 63 302 292 329 328 289 290 -0. 7 
Glycerine Tonnes sso 1,021 7,392 11,299 11,268 9,091 9,239 25.0 
Detergents Thousand tonnes .. 77 4) 70 89 81 68 44.7 
Sulphuric acid Thousand tonnes 25 60 S4 60 92 101 111 105.6 
Caustic sode Thousand tonnes 3 54 SS 51 53 58 59 7.3 
Paper Thousand tonnes 20 18/ 1~4 195 193 197 204 5.2 
Super phospha h.: 

fertilizer Thousand tonnes 106 957 986 1,021 1,095 1,060 826 -16.2 
Calcit.n nitrate 

fertilizer Thousand tonnes 111 4,282 4,387 4,539 4,600 4,339 S,342 21.8 
Ferro silicon Tonnes - 7,691 7,806 6,907 7,921 7,596 6, 725 -13.8 
Mixed fertilizers Tonnes - 738 830 3,544 753 n.a. n.a. -
Triple phosphate Thousand tonnes - 99 111 117 105 85 50 -55.0 
Tyres Thousand tyres - l, 798 1, 771 1,913 1,758 1,814 1,440 -18. 7 

l' Tubes Thousand tubes - 1,613 1,657 1,478 1,576 1,795 1,931 16.5 
c: Rubber products Thousand LE 500 19,410 20,271 25,836 32,407 36,513 40,915 101.8 
:? Pencils Thousand LE - 6,320 6,421 8, 184 10,303 9,865 7,757 20.8 
ft Oxygen Thousand LE 150 2, 180 1,677 2,588 3,289 S,013 8,534 408.9 c:. 
z Acetylene Thousand cubic metres 300 1,399 1,036 911 954 1,015 945 -8.8 
~ Chlorine Thousand tonnes 3 11 11 8 10 10 12 9.1 g Carb<>n dioxide Thousand tonnes 2 16 16 15 !S 16 16 o.o .. Insecticides Mil lion LE 67 76 73 70 76 88 15.8 ;' .. 
c:. Tanned leather Million LE 8 92 176 228 337 355 411 133.5 

I 
c Glue Thousand tonnes 1 3 4 4 6 6 6 so.o .. 
; Phaniiaceuticals Mi 11 ion LE 1 571 680 869 993 1,207 1, 521 123. 7 !. 

" 
Cosmetics Mi 11 ion LE 1 162 165 201 232 265 362 119.4 

~ "'1tches Mi 11 ion LE .. 37 50 52 58 71 83 66.0 
.g I 3 

SOWC"t': Cenual Agnecy for Public Mol>1lization .ind Statistics (CAPMAS) . .. 
:! 
0 

a/ Estimates. ~ 
:a 
~ I I ... 
3 ~ :a 
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.:.. Tab~ A-7 • Production or se~ted metal, machinery and engineering goods, 1952-1991/1992, selected yon 
'Z. 
~ r 5 
:I I 1986/ .. 1987/ 1988/ 1989/ 1990/ 1991/ I Percentage change 
:; Product Unit 1952 1987 1988 1989 1990 1991 1992a 1987/1988-1991/1 92 
~ "' c a ~ 
:I 

~ !!. Steel billets and 
"" steel sections Thousand tonnes - 316 349 334 333 402 403 15.5 ir n 
~ Steel sheets Thousand tonnes - 23 77 83 88 83 80 3.9 
0 C. I. products Thousand tonnes 17 147 1Jf 112 108 113 60 -54.2 ..., 
3 Reinforced steel Thousand tonnes 50 296 296 244 221 158 270 -8.8 n 
~ Mails Thousand tonnes 2 40 43 45 51 53 53 23.3 - Wires Thousand tonnes - 44 69 71 72 82 79 14.5 
"" .. Cars Units 17,939 19,358 13,134 9,650 8,878 6,839 -64.7 ~ -
:I Trucks Units - 2,580 l, 745 l,475 1, 317 l, 127 1.529 -12.4 
~ Buses Units - 968 1,136 1,406 1,493 l,128 760 -33.1 
5 Tractors Units - 4,077 1,893 3,132 l,737 1,103 1,616 -14.6 :I 

Air conditioners Units - 23,802 25,221 30, 189 23,735 15,462 9,429 -62.6 
Refrigerators Thousand units . 601 693 477 246 260 232 -66.5 
Washing 111achines Thousand units - 178 248 212 179 202 197 -20.6 
Bicycles Thousand units . 93 71 72 90 90 40 -43.7 
Oiesel enqines Thousand LE - 4,586 10,882 2,746 16,062 12,233 22,645 108. l 
Water heaters Thousand units - 45 59 56 61 70 78 32.2 
Electric heaters Thousand units - 84 72 60 46 38 40 -44.4 
Railway wagons Thousand LE - 53,368 43, 772 83,791 78,800 93,263 132,723 203.2 
Butagaz stoves Thousand LE - 35,577 44,074 52,138 59,625 62,809 77,347 75.5 
High pressure pipes Thousand LE - 8,388 20,368 79,819 89,528 94,220 93,923 361.1 
Butagaz containers Thousand units - 378 5E2 622 519 532 718 27.8 
Sewing 111ach i nes Thousand LE - 270 188 609 431 470 1.045 455.9 
Metal structures Thousand LE 240 56, 141 58,603 58,603 87,692 91,094 119,535 104.0 
Metal furniture Thousand LE 330 28,333 31, 784 32 ,017 39,878 42,583 45,004 41.6 
Wire niesh Thousand LE - 2, 137 2,185 2,649 2,817 3,090 3, 197 46.3 
River tugs Thousand LE 100 14,237 26,927 50,533 92,495 74,342 54,069 100.8 
P~s centrifugal Thousand LE 8 l,760 2,300 3,900 4,095 4,970 5,200 126.1 
Steel castings Thousand LE - 3,690 3,655 !io, 176 6,798 11. 096 9, 151 150.4 
Water 11eters Thousand units .. 194 239 213 243 351 266 11.3 
C.1. castings Thousand LE .. 21,455 25,548 22,216 32,607 45,366 43, 154 68.9 
Lead products Thousand tonnes 1 7 7 6 - - -

Thousand LE - - - - 24, 180 28, 106 25,454 
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Tabl: A-7. Continued. 

Insulated and non-
insulated cables Thousand tonnes - 51 

Electric 111etres Thousand unlts - 319 
Acc1111.1lators Thousand units 18 1\35 

Thousand LE .. .. 
Torch dry batteries Million units - 45 
Ber!Jllan tubes Thousand LE - 51 
Berg11an tubes Tonnes 280 -
Electric bulbs Million units 2 56 
Electric heaters Thousand LE - 4,500 
Radios Thousand uni ts - 189 
T. Y. sets Thousand units - 333 

SOW'C"r: Central Agency for Public Mobilization and Statistics (CAPMAS). 

a/ Estimate. 

88 96 92 
314 335 396 
582 601 625 .. . . -

47 27 22 
56 60 65 
- - -

77 ·- 80 
4,700 4,900 5,000 

161 43 59 
315 186 334 

86 82 
628 672 .. .. 

66,436 67 ,070 
24 18 
74 69 
- . 

84 83 
6,800 8,006 

40 36 
264 260 

-6.8 
114.0 

-61. 7 
23.2 

7 .8 
70.3 

-77.6 
-17.5 

I 
I 
~ 
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Table A-8. Exports and imports or ttreal, Dour and stardl Jnparatioas, 1989-1992 
(Thousand LE) 

Year 

1989 
1990 
1991 
1992 

Exports 

5,669 
9,489 

34,197 
16,610 

llllpOrts 

25,084 
11,348 
11,132 
19,583 

Sourc~: Central AfF.ncy for Public Mobilization and Statistics (CAPMAS). 

Table A-9. 

Year 

1989 
1990 
1991 
1992 

Exports and imports of processed vegetables and fruits, 1989-1992 
(Thousand LE) 

Exports 

6,887 
19,524 
27,645 
11,283 

Imports 

66,221 
20,918 
20,020 
41,939 

Sourc~: Central AfF.ncy for Public Mcbilization and S1a1istics (CAPMAS). 

Table A-10. 

Year 

1989 
1990 
1991 
1992 

Exports and imports of animal and vegetable fats and oils, 1989-1992 
(Thousand LE) 

Exports 

10,854 
6,'173 

20, 197 
20,718 

Imports 

!.51.080 
606,718 
435,062 
892,623 

Sourct: C..enrral Agency ror Pubhc Mobih1.a1ion and S1a1151ics (Ci\PMAS). 

c United N111on1 Industrial Development Orpn1za1inn 
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Table A-11. 

Year 

1989 
1990 
1991 
1992 

Exports and iapolts of meat ud ftsll prudllds, 1989-1992 
(Thousand LE) 

Exports 

336 
531 

1.097 
2.124 

Sowce: Central AFncY for Public Mobilization and Slatislics (CAPMAS). 

Table A-U. 

Year 

1989 
1990 
1991 
1992 

Exports ud lmpolts of tolJmcco, 1919-1992 
(Thousand LE) 

Exports 

4,346 
3.590 
l,070 
2,484 

SDllTCe: Ccntnl Agency for Public Motiliation and Scatislics (CAPMAS). 

Table A-13. 

Year 

1989 
1990 
1991 
1992 

Ex~10rts and Imports of footwar, 1989-1992 
(Thousand LE) 

Exports 

18,496 
47 ,270 
69,743 
71,928 

Source: Ccnrnl Agency for Public Mobilizarion ind Sraritics (CAPMAS). 

llliPC>f"ts 

46.158 
93.581 

107 .462 
98.266 

I11ports 

182,480 
276,537 
387 ,481 
516,083 

J111ports 

3,638 
3,842 
2,881 
5,094 

c. United N11iona lndusr,rial Developmenl Orpn11.a11on 
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Table A-14. Uports ud imports of pmrls aad precious st31ln, 1989-1992 
(Thousand LE) 

Year 

1989 
1990 
1991 
i.992 

Exports 

697 
737 
877 

2.100 

Sourc~: Ccnual Agen-y ror Public MobiliDtion and Slatitics (CAPMAS). 

Table A-15. 

Year 

1989 
1990 
1991 
1992 

Exports and imports of boilers and madaiaery, 1919-1992 
(Thousand LE) 

Exports 

7,360 
16,664 
45,387 
43,441 

Sourc~: Ccnual Agency for Public Mobilization and Statistics (CAPMAS). 

Tabl~ A-16 

Year 

1989 
1990 
1991 
1992 
1993 

Exports aad imports of transport equipmeat, 1989-1993 
(Thousand LE) 

Exports 

3,025 
3,661 

12,267 
10,135 
6,046 

Sour": Central Asency for :'ublic Mobilization and Stali5lia (CAPMAS). 

e United Na11ons Jnduatri1I Development Orpnil.ltton 

Imports 

7,387 
12,750 
9,848 

15,680 

l111POrts 

2,040,431 
2,876,460 
3, 191,607 
3,749,497 

Imports 

737 ,377 
l,164,b02 
l,1117,312 
! ,260, 114 
l, 138,486 



Table A-17 Imports ol pulp and paper products, 1989-1992 
(Thousand LE) 

Year 

1989 
1990 
!991 
1992 

IllpOrts 

477,821 
780,641 

I.061,938 
I.017 ,970 

Statistical Tabl~s 169 

Sourn: Central Agency for P-.iblic Mobilization and Statistics (CAPMAS). 

Tai* A-18. 

Year 

1989 
1990 
1991 
1992 

Exports and imports or copper and related products, 1989-1992 
(Thousand LE) 

Exports 

26,192 
32,458 
27 .216 
32,683 

llllpOrts 

73,077 
134,881 
172,300 
140,488 

Souru: Ccnrral Agency for Public: Mobilization and S1aris1ics (CAPMAS). 

Table A-19. 

Year 

1989 
1990 
1991 
1992 

Exports and imports of aluminium products, 1989-1992 
(Thousand LE) 

Exports 

573,796 
597 ,021 
531.226 
657 ,908 

l111ports 

44,623 
92,247 
94,221 

162,036 

Sou,,;~· Ccnrral Agency for Pubhc: Mnbihza11on and S1a1is1ia CCAPP.IAS). 

c Unned N111ons lnduarrial Development Orpni1.alion 
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Tal*A-20. Exports aDd imports of Dickel and llicbf prodKis, 1919-1992 
(Thousand LE) 

Year 

1989 
1990 
1991 
1992 

Exports 

65 
11 
51 
20 

SOUtCt: Central Agency for Public Mobilization and Slatislics (CAPMAS). 

Tal*A-21. 

Year 

1989 
1990 
1991 
1992 

Exports ad Imports or lead aad lead prodacts. 1919-1992 
(Thousand LE) 

Exports 

17 
10 

SOUtCt: Central Agency for Public Mobilization and Stalislics (CAPMAS). 

Table A-22. 

Year 

1989 
1990 
1991 
1992 

Exports aad imports or dac and ziac products, 1989-1992 
(Thousand LE) 

Exports 

1,819 
994 
131 
626 

Sourct: C::cnlral Agency for Public Mobili7.a1ion and Slatislics (U...PMAS). 

c Uni1cd Nalit)fll lndu111n1I l>ew:topmn1 Orpn11.1111on 

l111pOrts 

4.893 
6.182 
8.703 
6.067 

llllpOrtS 

14.135 
29.338 
35.528 
38,816 

3i,109 
39,910 
36,532 
38,689 



Table A-23. 

Year 

1989 
1990 
1991 
1992 

Statistical Tables 171 

Esports ud Imports oliroB ud skd prodads, 1919-1992 
(Thousand LE) 

Exports 

159.779 
264.468 
248.715 
555,604 

lllPOrtS 

l,354.939 
l,984,069 
2.234,)76 
l,780.065 

Satar~: Central Agency for Public Mobilization and Stalistics (CAPMAS). 

~T PAGE(S) left BLANK] 
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ANNEX B: IMPORTANT CONTACT POINTS 

Ministry of Industry 
2 America El Latinia St., Garden City, Cairo 

Ministry of Electricity and F.ncrgy 
Extcmioa of Ramses St., Cairo 

Egyptian Emiromncotal Affairs Agcocy 
11 Abul Fcda Street, Zamalck, Cairo 

Ministry of Reconstruction and New Communities 
1 Ismail Abaza St., Cairo 

Ministry of Scientific Research 
101 Kasr cl-Aini St. 
Bab El-Louk, Cairo 

Ministry of Transport 
104 Kasr cl-Aini St., Cairo 

Ministry of Tourism 
Misr Tower 
Abbasia Sq., Cairo 

Ministry of Irrigation and Water Resources 
El Sheikh Ribao St., Cairo 

Public Sector Authority for Foreign Trade 
17 Abdel Salam Arcf St., Cairo 

Egyptian General Petroleum Corp. (EGPC) 
Palestine St., 4th Sector, New Maadi, Cairo 

New and Renewable Energy Authority 
Extension of Ramses St., Abba'ISia. Cairo 

Put ilc Sector Authority for Power D:stribution 
4 r Aoussa Ebn Nosscir St., Nasr City, Cairo 

General Authority for Investment and Free Zones 
8 Adly St., 
Downtown, Cairo 

General Authority for Export and Import Controls 
1 Ramses St. 
Atla~ Building. Cairo 

o United N11ion1 Industrial Dewtopmcrll Orpnilllion 

Td: 1f>l67!FJ/1l>16514f1/Jl6317 
Fax: 2616302 

Tel: 3417152/3401963 
Fax: 3401963 

Tc~3557013/3597978 
Fax: 3557836 

Te1:3545205/3.S.i7642 
Fax: 3545250 

Tel: 3555S«J/67 /68 

Tel: 2828430/843~ 
Fax: 2829771 

Tel: 3545884 
Fax: 3558008 

Tel: 3938756/3938359 
Fax: '122525 

Tel: 3531441. 3531438. 3531439 

Tel: 2602480 

Tel: 611206 
Fax: Ui0"...543 

Tel: 3906796/6804/1017 
Fax: 3907315 

Tel: 742830, 7S<1749 



General Organi7.ation for International 
Exhibitions and Fairs 

Nasr City, Cairo 

General Organization for lndustriali7.atioo 
6 Khalil Agba St. 
Garden City, Cairo 

Fordp Chambers of COllllllertt 

American Chamber of Commerce in Egypt 
Marriot Hotel, Suite 1541 
Zamalek, Cairo 

French Commercial Section 
10 El-Aziz Osman St. 
Zamalek, Cairo 

German-Arab Chamber of Commerce in Egypt 
2 Sherif Pasha St. 
Downtown. Cairo 

Italian-Arab Chamber of Comn.ercc in Egypt 
33 Abdel Khalek Sarwat St. 
Downtown. Cairo 

Japanese External Trade Organization 
56 Gameat el-Dowal 
El-Arabia St. 
Mohandessccn, Cairo 

Egyptian Busl~s Orpnlzations 

The Federation of Egyptian Industries 
26 A Sherif St. 
lmmobilia Bldg., Cairo 

Federation of Egyptian Chambers of Commerce 
4 Midan El Falalcy, Cairo 

Cairo Chamber of Commerce 
4 Midan El Falalcy, Cairo 

Alexandria Chamber of Commerce 
31 Chamber of Commerce St., Alexandria 

.L---------· 

Tel: '1UJ7810/19/'34 
Fax: 2ti0'7845 

Tel: 354fXin /8/9 

Tel: 3408888/1541 
Fax: 3414955 

Tel: 3415701/5702 
Fax: 3414955 

Tel: 3931754/7691.37 

Tel: 3922275 
Fax: 3912503 

Tel: 3409942 

Tel: 3928319 
Fax: 3928075 

Tel: 3558261 

Tel: 3548491/3924025 
Fax: 3541132 

Tel: 4834157 /4820812 
Fax: 808993 

~ Unired Narions lndullrial l>evelopmenr Organi1a11on 
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Alexandria Businessmen's Association 
18 Avenue El Horreya, Alexandria 

Chamber of Engineering Industries 
13 Sherif Street, Cairo 

U.S. Goftruleat Sources ia F.cJpt 

U.S. and Foreign Commercial Service 
3 Lazougbly St. 
Garden City, Cairo 
Mailing Address: 
American Embassy 
Unit 64900, Box 11 
APO AE 09839-4900 

USAID Business DeYelopmmt Pregnmma 

International Executive Services Corps (IESC) 
c/o Nile Hilton Center - Suite 22 
Comiche El Nil 
Cairo 

Private Sector Feasibility Studies 
Nile Tower Building, Floor 16 
21 Giza Street 
P.O. Box 265 Orman 
Giza, Egypt 

U.S. Investment Promotion Office 
21 Giza Street, Nile Tower Bldg. 
Giza, Egypt 

Commodity Import Programme 
Small BusincS!; Office 
Agency for International Development 
Washington, D.C. 20523 

Holding companies 

Spianina, weaviaa and ready prmnts 
7 Taber Street 
Abdeen, Mohamed Farid 
Cairo 

o Untied N11i.Jn' lndU5lri1l l"cvelopmen1 Orpnm1ion 

Tel: 4836902/4834210 
Fu: 4829576 

Tel: 3938904 
Fax: 3921238 

Tel: 3572255/3572330 
Fax: 3558368 

Tel: 776771/779164 
Fax: 760874 

Tel: 627006 
Fax: 623120 

Tel:627006,623120 
Fax: 623120 

Tel: (703) 235-1720 

Tel: 3905153-3906056 
Fax: 3903235 



Consumer goods 
90 Ahmed Orabi Street 
MobandcMeen, Giza 

latenuatl..a trade ud coUoa 

25 El-Horriya Street. Aleundria 
6 El-Giza El-Wasta Street 
Zamalek. Cairo 

F.agiaeatng ladastries 
26 Adly Street 
Cairo 

Mdallargkal iadllSlries 
5 El-Toulembat Street 
Garden City, Cairo 

Miniq, refractories and buildiag materials 
Arab Lawyers League Street 
Garden City, Cairo 

Chemical industries 
5 Toulembat Street 
Garden City, Cairo 

Food industria production and distribution 
20 Salem Street 
El Agouza, Giza 

Rice mills 
6 Bab El Louk Street 
Cairo 

Agricultural development and animal husbandry 
Marriout-Ameriya 
Alexandria 

Public works and land rttlamation 
El Moukhayam El Dayycm St!'eet 
Nasr City, Cairo 

Reconstruction 
Commercial Center Building 
Misr Reconstruction Company 
Heliopolis Housing Project 
Cairo 

Construction and electridty distribution 
3 Moussa lbn Nous.~ir Street 
Nasr City, Cairo 

Contact Point.s for Investors 1 Tl 

Tel: 3027597-3028273 
Fax: 3027597 

Tel: 4934154 (Alexandria) 
Fax: 4919811 (.Alcundria) 

Tel: 3930133-3921956 
Fax: 3921956 

Tel: 3557221-3544532 
Fax: 3557221 

Tel: 35441n 
Fax: 3557916 

Tel: 3492312 
Fax: 3557475 

Tel: 712033 
Fax: 3604026 

Tel: 3552154 
Fax: 3564850 

Tel: 03-980111/980112 
Fax: 03-980070 

Tel: 602001 
Fax: 601968 

Tel: 269052 
Fax: 1.flJ1.973 

Tel: 611205 
Fax: 2602543 

o United N11ionl lnduatrill l>ewlopmenl Orpnir..1lion 
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e--..a...-...tc1-. 
4 Lalin America Stred 
Garden Ciry, Cairo 

...._._.mer trusportatiom 

105 Kasr El Eini Stred 
Cairo 

~ 
U Waked St. (from El Alfy Street) 
Cairo 

o Unitc4 Na1iOlll lndusuial Dewlopmenl Orpnizatiotl 

Tel: 3562457 
Fu: 3551056 

Tel: 3557443 
Fu: 3541073 

Tel: 7fHTT1 
Fu: 3432647 

Tel: 912825 
Fax: 916866 
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Cl994 The Economia l:11ellipnce Unit 

c. Unncd Nations :ndustrial ~lopmenr Orpnizal1<1t1 



INDUSTRIAL DEVELOPMENT REVIEWS ISSUED 
SINCE 1988 

NON-SALES PUBL1CA110Nslf 

Ubma: Resource-based industrialization and 
rehabilitation PPD.74 1988 

Qatar: Towards industrial diversification of an 
oil-based economy PPD.75 1988 

Nepal: Industrialiuti~ international linkages 
ant4 basic needs PPD.79 1988 

Kenya: Sustaining industrial growth through 
restructuring and integratior.; PPD.85 1988 

So&alia: Industrial rcvitalizati<'o through privatization PPD.91 1988 

Philippines: Sustaining industrial recm-cry through 
privatization and foreign in~ent PPD.92/Rev.1 1988 

Nigeria: Industrial restructuring through policy reform PPD.100 1988 

Djibouti: Econom\c diversification through 
indui:ilrialization PPD.111• 1989 

Bangladesh: Strengthenmg the indigenous base for industrial 

growth PPD.114 J989 

Ma!lritania: Industrial reorientation and rejuvenation PPD.115• 1989 

People's Dem1MTatic Republic of Yemen: 
Enhancing industrial productive capacity PPD.122 1989 

Yemen Arab Republic: 
Diversifying the industrial base PPD.130/Rcv.1 1"89 

Tbt Sudan: Towards industrial revitalization PPD.132 1989 

Cameroon: Coping with reduced oil revenue PPD.146(SPEC)• 1990 

Poland: Second Investment Forum for the Promotion of 
Foreign Investment PPD/R.36•• 1990 

Namibia: Induslrial development at Independence PPD.166 1990 

Angola: Economic reconstruction and rehabilitation PPD.172 1990 

Viet Nam: Industrial policy reform and international 
co-operation PPD.184 1991 

Ethiopia: New directio ·; of industrial policy PPD.185 1991 

Swaziland: Enhancing industrial potential PPD.223 1992 
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