G @ | TOGETHER

!{’\N i D/? L&y

=S~ vears | for a sustainable future
OCCASION

This publication has been made available to the public on the occasion of the 50" anniversary of the
United Nations Industrial Development Organisation.

’-.
Sy
B QNIDQI
s 77

vears | for a sustainable future

DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

Distr.
LIMITED

UNIDO/1S.637
29 May 1986

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION | ENGLISH

H g .
i L. g):};«*ﬂ - & Y
X -
4 R g % o
N e g et CAST

INDUSTRIAL DEVELOPMENT REVIEW
SERIES

EGYPT

Prepared by
Regional and Country Studies

PR TR i
|




Thio Ao

The deit
ocumernt
part  f
toany

the fee 1y

Moo oo
vrdoroem
TN

The View:

L ST

Ay par!

umernt has been reproduced without formal editing.

prat tors employed and th+ presentation of material in this
46 not imply the exp-ession of any opinion whelsoeser on ihe
the Gecretariat of the United Nations concerning ihe Legal status

country, territory, city or area or its authorities, or conc:rning
y

mitation of ity frontiers or houndaries.

ot eompany names and commercial products doos not imply the
vrt of the United Nations Industrial Developmer' Orpanization

atd comments contained in this study do not rnecessarcily reflect
the Sovernment of Epypt nor do they officially commuit HUNIDG to
P lar courne of action




Preface

This series of industrial development reviews or developing countries is
prepared within the framework of UNIDO country studies by the Regional and

Country Studies Branch of the Division for Studies and Research.

The reviews provide a survey and brief analysis of the respective
country's industrial sector, as an information service to relevant sections
within UNIDO and other international agencies as well as aid agencies in
developed countries concerned witn technical s.sistance to industry. It is
expected that the reviews will prove a handy, useful information source also
for policy-makers in the developing countries as well as for industrial

entrepreneurs, financiers and economic researchers.

The reviews draw primarily on information provided by the UNIDO data base
and material available from national and international statistical
publications. Since up-to-date national statistical data usually are not
complete, it is evident that the reviews will need to be updated and
supplemented periodically. To supplement efforts underway in UNIDO to improve
the data base and to monitor industrial progress and changes on a regular
basis, it is hoped that the appropriate national authorities and institutions
in the respective countries and other resders will provide UNIDO with relevant
comments, suggestions and information. Such response will greatly assist

UNIDO in updeting the reviews.

The present Review was prepared on the basis of information available at
UNIDO headquarters in early 1986. It is divided into two rather distinct
perts. Chepters 1 and 2 are analytical in characler, giving first a brief
overview of the country's economy and its manufacturing sector and then & more
detailed review of the structure and development of its manufacturing
industries. Chapters 3 end 4 contain various kinds of reference material on
national plans and policy statements relevant to industrial development, on
the more important governmental snd other iustitutions involved in industrial
develnpment and on the country's nstural, human and financial resources for
industris) develupment. The Review also contsins relevant basic indicators
and graphical presentation of manufacturing trends as well as statistical

and other appendicer.

It should be noted that the reviews cre not official statements of

intention or pol.cy by Governments nor do they represent a comprehensive and
in-depth assessmen. of the indurtrial development process in the countries

concerned.
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EXPLANATORY NOTES

Regional classifications, industrial classifications, trade
classifications and symbols used in the statistical tables of this report,
unless otherwise indicated, follow those adopted in the United Nations

Statistical Yearbook.

Dates divided by a slssh (1984/85) indicate a crop year or a financial
year. Dstes divided by a hyphen (1984-85) indicate the full period, including

the beginning and end years.

References to dollars ($) are to United States dollars, unless otherwise

stated.

In tables:

Three dots (...) indicate that data are not available or are not
separately reported;

A dash (-) indicates that the amount is nil or negligible;

2 blank indicates that the item is not applicable;

one dot (.) indicates that there is insufficient data from which to
calculate the figure.

Totals may not add precisely because of rounding.
Basic indicators and graphical illustrations of manufacturing trends
contained in this Review are based on data sourced from the UNIDO data base,

internetional organizations and commercial sources.

The following abbreviations are used in this document:

CPDC Centrally Planned Developed Countries

DRC domestic resource cost

EFC European Economic Community

EGPC Egyptian General Petroleum Corporation

EE Egyptien pound

GAIFZ General Authority for Investment and Free Zones
GDP gros. dcmestic product

GNP gross national product

GOF1 General Organizati->z for Industrialization

IsSIC International Stanaard Industrial Classification
km kilometre

LAB Linear Alcohol Banzol

at metcic ton

MVA manufacturing value added

OAPEC organizstion of Arab Petroleum fxporting Countries
SITC Standard International Trade Classification

THE ANALYSIS CONTAINZD IN THIS REVIEW IS BASED ON INFORMATION AVALLABLE AS AT
THE BEGINNING OF 1986.




BASIC INDICATORS 1
The economy

a/
GDP: E£28.98 billion (1985)™

Population: 48 .5 million (mid-1985)
Labour force: 11.7 million (mid-1982)
GNP per capita: $700 (1983)

Annual average growth of GDP: 1960-70 1970-74 1974-80 1981 1982

(per cent) 6.0 1.9 9.4 13.9 8.7
a/
1983 1984 1985
6 6 S
Sectoral origin of GDP (per cent): 19177 19847852/
Agriculture 27.5 15.9
Petroleum 6.3 16.1
Industry and
mining 15.1 13.2
Other 48.5 54.8

Inflation rate: 1980 1981 1982 1983 1984 1985
(per cent) 20.6 10.4 14.9 16.6 16.5 18

March
Currency exchange rate: 1960 1974 1S79 1982 1983 1984 1985 1986
(Egyptian pound equivalents of $1) 2.8 2.5 1.43 1.43 1.19 1.19 1.26 1.80

a/ Preliminery estimate.
b/ Projected.
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BASIC INDICATORS 2
Resources and transport infrastructure

Resources

Major agricultural commodities (1984):

(*'000 mt)

Livestock (1984):

(*000 number)

0il and natural gas (1983/84):

(total production)

Mineral production:
jron ore production {1984)
phosphate rock production (1984)
natural sodium carbonate

Transport

Roads:

of which paved:

Railways:
of which

double track:
electrified:

Island waterways:

Ports:
Airports:

Cotton lint (390), msize (3,600),
tomatoes (2,600), rice (2,540),
wheat (1,815), root crops (175)

Goats (1,500), cattle (1,450),
pigs (15)

4.2 million tons

129 million tons
1 million tonmns
4,000 tons/year (capacity)

28,500 km
14,900 km

3,900 route km

950 lm
25 km

3,350 km

Alexandria, Port Said, Port Tanfic
Cairo, Alexandria, Luxor
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BASIC INDICATORS 3
Foreign trade and balance of payments

Exports: total value: $4,500 million (1984/85)8/

oil, cotton, textiles and
clothing, aluminium ingots, fruits

main goods:

main destinatioas: Italy, Great Britain, Federal
Republic of Germany, U.S.A.,
Japan, CPDC

Imports: total value: $9,500 million (1984/85)8/

main goods: wheat, flour, maize, tobacco, oil
products, dairy products, wood,
cement, reinforcing iron bars,
chemicals and condensation
products, fats and vegetable oils,
medicines, motor cars, t.v. sets
and parts, vehicles, machinery for
excavaticn and levelling,
electrical machinery

Main origins: U.S.A., Federsl Republic of
Germany, Italy, France, Japan,
U.K., Romania, USSR

Trade deficit:

Balance of payments:
(current account deficit)

Gross reserves minus gold:

Short-term external debt:

Debt se- ice ratio:
(servi obligations as
per cet. of exports of
goods and services)

$6 billion (1985)8/

$1.3 billion (1985)8/

$736 million (1984)
$7.0 billion (end March 1986)2/

35 per cent (1985)2/

Estimates.
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BASIC INDICATORS 4
The manufacturing sector

Manufacturing value added:

MVA per capita:

Employment in manufacturing
as a percentage of
total labour force:

Annual average growth of MVA:
{per cent)

Sectoral composition of MVA:
mainly consumer joods

mainly intermediate goods
mainly capital goods

Trade in manufactures®’ (1982):
Total value - Exports
Imports

Share of Manufactures?’/ (1982):

in total exports
in total imports

$5,501 million (1984)a/
$114 (1984)8/
1,423,200 persons (1981/1982)

12.1 per cent

1960-70 1970-74 1974-80 1981 1982
6.3 1.1 8.2 10 8.2
19838/ 19848/

7.7 5.4

1973 1982

55.7 4.2

21.3 29.5

23.0 25.3

$253 million
$5,409 million

8.1 per cent
60.0 per cent

Estimates.
SITC 5-8 less 68.

1o Ie
S

.-
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BASIC INDICATORS 5

Trade in manufactured zoods

Ia 1982
MANUFACTURED EXPORTS

total value:

U.S.$253 million®/

Destination (in per cent)

Principal Developed market Centrally
manufactured Developing countries planned
exports ($ million) countries USA EEC Japan economies
Textiles
Textile yarn &
threads 124.4 6.8 1.5 39.9 0.0 51.7
Woven cotton
fabrics 22.6 20.2 15.9 39.6 0.0 22.1
Clothing exclud-
ing leather 13.1 19.1 7.3 48.1 0.1 23.2
Made up fabrics
mainly textiles 9.5 19.7 0.3 20.1 0.0 59.0
Aluminium 115.6 11.1 0.0 85.8 1.6 0.0
Iron and Steel
Universal plates
& sheets 6.7 30.2 0.0 64.2 0.0 0.0
Chemicals
Medicinal &
pharmaceuticals 8.3 97.1 1.7 1.2 0.0 0.0
Organic chemicals 2.4 8.2 2.0 62.9 6.8 0.0
Leather Products
Travel bags and
hand bags 1.6 23.0 1.5 5.4 0.0 ¢.0
Footwear 2.3 99.6 0.4 0.0 0.0 0.0
MANUFACTURED IMPORTS total value: U.S.$5,409 milliona/
Origin (in _per cent)
Principal Developed market Centrally
manufactured Developing economies planned
imports ($ million) countries USA EEC Japan economies
Commercial road
vehicles 597.8 5.2 5.9 38.2 7.1 4.3
Lime, cement
fabricated build-
ing material 364.3 3.9 1.0 1.7 0.3 25.4
Vegetable oils &
fats 146.6 4.0 30.5 38.1 0.0 ¢.0
Bars, Rods, shapes
& sections 270.6 11.8 2.5 25.17 0.8 43.9
Wood shaped or
simply worked 271.4 3.0 1.7 1.1 0.1 21.3
Passenger motorcars 258.3 13.7 0.8 66.2 1.4 4.2
Petroleum products 208.9 7.1 2.7 56.9 0.0 0.0

a/ SITC 5-8 less 68.

e e e —
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BASIC INDICATORS 6
Inter-country comparison of selected idicators

Unit Algeria Brazil Egypt Ghans Nigecia Fakishan Zimbabwe
I. Demographic indica”ors
Population aitlion 20.6 129.7 43.2 2.8 33.6 89.7 1.9
(mid- 1983}
Populetion per cent
growth per annum 3.1 2.3 2.3 3.1 2.1 3.0 3.2
(1973-83)
Infant mortality
(1983) per thousend 107 10 102 97 113 t19 69
Ates thousand km? 2,182 8,512 1,001 239 924 804 391
Deasity persons
{1982) per km? 9 15 as 54 101 111 20
I11. Economic_indicators
S0P (1983) $ million 47,200 254,660 27,920 3,720 64,570 25,880 4,730
GNP per capita s 2,320 1,880 100 310 170 390 140
(1983)
GDP growth per cent
(1973-82} per anaum <.5 4.8 8.8 -1.3 1.2 5.6 1.8
Agriculiture per cent
(1983} of GDP 6 12 20 53 26 27 188
1ndustrey per cent
(1981) of GDP 54 35 33 14 34 27 k¥4
Manufectucing per cent
(1983) of GDF 13 27 13.98/ L) S 19 21
Services per cent
{198)) ot QUP 40 353 Al A0 40 46 S7
Bzports of gouds
snd non-factor
secvices per ceat
(1983) of GDP 30 9 32 2 19 21
Gross dowmestic per cent
investaent cf GDP 37 21 28 8 19 17 22
(198))
Extecrnal public pe: cent
debt of GNP 28.0 29.3 49.4 28.3 17.7 31.3 27.9
(198) T
III. ([ndustrisl indicstors
MVA miilion §
(1982) st ronstent 1,643 43,300 4,847 198 4,049 2,767 925

1975 peices
Growth of average annusl
NVA per cent 12.6 4.2 2.1/ -1.5¢/ 1.7 7.0 6.0¢/
(1973 83)
MVA sherce in world
manufscturing
value sdded per cent 0.09 2.41 Q.18 0.03 0.18 0.1/ 0.05
(1981)
Share of manu-
fectured
exports in par cant 6.114/ 33.32 8.1 1.27¢/ 2.01¢/ 57.45 12.5a8/
total espocts
(1982)

e/ 1981/87.

b/ 1975-82.
¢/ 1970 81
4/ 1980.
o 1979,

€/ 1981
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Executive Summary

The Egyptian economy registered an average annusl growth rate of 6 per
cent during 1983 and 1984. Growth of GDP for 1985 has been estimated at 5 per
cent compared with a target of 8.5 per ceut set in the Five-Year Flam,
1982/83-1986/87. The estimated MVA growth rate of 5.4 per cent in 1984 was
well below the targeted annual growth rate of around 10 per cent during the
current Plan. The performance of the Egyptian economy in recent years has
thus fallen short of the growth targets envisaged in the current Five-Year
Plan. Egypt's development efforts are constrained by a sudden downturn in the
main sources of foreigrn exchange earnings. As a result of the oil price slide
in 1986, the country is facing a loss of close to $1 billion in o0il export
revenues or 8.8 per cent of all current account receipts. Egypt's other main
sources of hard currency, notably tourism, Suez Canal dues and remittances

from Egyptian expatriate workers, have been falling in recent years.

With a major shift in economic policy in 1974, from nationalization and
creatior of a dominant public sector to liberalization efforts and the
adoption of open-door policies, the Egyptian economy experienced a radical
transformation in economic structure. Rapid economic growth experienced by
the economy until 1981/82 was based on the expansion of the petroleum, service
and Suez canal sectors as well as a large inflow of expatriete worker

remittances.

Agriculturally-"ased industries like textiles and food processing form a
major part of the manufacturing activity in Egypt. Basic industries are
mcstly in the public sector and the private sector concentrates on activities
that can be carried out by small-scale firms, such as garments, wooden
furniture, food products, leather products, cosmetics and fabricated metal
products. The manufacturing sector grew at an annual average rate of 8.2 per
cent in the second half of the 1970s. This high pace of industrial growth was
sustained until 1982. The current rate of industrial growth does not seem to
keep pace with the rapidly growing domestic demand, partly due to a wide range

of subsidies which account for cost and price distortions.

The shares of food products and textiles in total MVA declined and that
of petroleum refineries, chemical products and products of basic industries
increased during 1973-1982. Contrary to the trend in many oil producing

countries, Egypt’'s refining capacity is being expanded. The country's marked
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increases in energy consumption is being encouraged by subsidized prices.
Rapid growth of the fertilizer industcry was the major contributing factor for
the expansion of the chemical industry. Egypt is self-sufficient in certain
chemical products. Investments in basic industries seem to have augmented

capital- and energy-intensiveness.

Total factor productivity as a source of growth in public sector firms
ranges from 55 per cent in edible oils and fertilizers to 11 per cent in iron
and steel manufactures. On the other hand, total factor productivity served
as a negative source of growth in cotton, rubber, plastic and glass products.
Total factor productivity was the principal source of industrial expansion
during 1973-79 in many public sector firms. However, output increases were
largely due to the removal of major supply comnstraints, leading to better
utilization of existing capacities . 1Industrial productivity indicators show
that the private sector has performed better than the public sector. The
major distortions causing inefficiencies sre multiple exchange rates, price
controls, subsidies and interventions. Recently the Government initiated a
series of measures to remove numerous interventions that constrain the

performance of the public sector.

The share of manufactured exports (SITC 5-8 less 68) in total exports
declined significantly from 25.4 per cent in 1973 to 8.1 per cent in 1982.
The export structure is becoming more concentrated rather than diversified.
Domestic demand absorbs a large proportion of increased output. A relatively
high rate of growth of population coupled with a rise in per capita income,
however, also keeps an upward pressure on imports. The share of manufactured
imports in total imports rose from 56.7 per cent in 1973 to 60.0 per cent in
1982. Egyptian industry in both public and private sectors imported roughly

$1.2 billion worth of raw materials and inputs in 1985.

The ambitious targets envisaged in the current Five-Year Plan
{1982/83-1986/87) face challenges exacerbated by the overall sluggish economic
environment. Economic policy is being directed towards broadening the
industrial base by encouraging the participation of the private sector in
industrial investment, especially in the basic needs industries. Growth
prospects in the short run are linked to the country's dependence on external
sources of foreign exchange. Egypt's long-term growth prospects depend
crucially on economic policy reforms that aim st mending the sources of

distortions.

G



1. THE EGYPTIAN ECONOMY

1.1 Recent economic trends

Real GDP grew at € per cent in 1983 and 1984. Preliminary estimates for
1985 reveal a growth rate of 5 per cent in 1985. The high pace of economic
growth generated during the second half of the 1970s could not be sustained
since 1982 - mainly as a result of depressed invisible earnings. The
pecformance of the Egyptian economy in recent years has thus fallen short of
the targct of 8.5 per cent envisaged in the current Five-Year Plan ending

1986/87.

The open-door and liberalization policies, adopted in 1974, were designed
to encourage inflows of foreign capital and to promote private enterprise.
The expansion of oil production and gas resources in conjunction with the
quadrupling of oil prices, the large inflow of expatriate worker remittances,
the reopening of the Suez canal and a steady stream of revenue from tourism
were the main factors ushering in a period of rapid growth in the second half
of the 1970s. By the end of the 1970s these factors had set in motion a set
of economic interactions that resulted in around 14 per cent growth in real

GDP in 1981.

The ambitious growth target of 8.5 per cent a year envisaged in the
current Five-Year Development Plan {1982/83 to 1986/87) could not be
achieved. The current deteriorating economic circumstances make it impossible
to envisage such growth rate. Remittances ‘rom more than 3 million Egyptian
workers abroad fell more than 50 per cent from $3.5 billion in 1984 to
$1.6 billion in 1985. By the end of 1985 around 40,000 expatriates returned
and those holding jobs sbroad have taken big pay cuts. Between 10 and 15 per
cent of Egyptisns employed abroad are obliged to return home because of the
economic squeeze in oil producing countries following the decline in oil
prices in early 1986. The sharp downturn in inflow of remittances adds to
hard currercy problems. Egypt's total disbursed civilien debt totalled

$32.5 billion in 1985 and short-term claimsc were expected to be around

e e e e - et




$7,000 million. The cost of servicing this debt is put at about 35 per cent
of the total current account receipts. According to recent estimates,

debt-servicing may absorb 39 per cent of dollar receipts by 1989.

A major problem stems from the question of whether the earnings from the
petroleum sector can be maintained in the face of the highly subsidized
domestic price of oil - which reduces the exportable surplus - and a large
degree of uncerteinty caused by the oil glut and falling prices. The current
oscillation of oil prices on the world market, coupled with & 12 to 15 per
cent annual rise in domestic consumption, affects oil export revenues at a
time when the Government is facing difficulties in augmenting foreign exchange
receipts to meet debt obligations. A drop in the average price of oil from
$27 to $15 a barrel could result in $984 million loss of oil export revenues

for Egypt. Expressed as a percentage of all current account receipts, the

——— ey

1/
country's loss of oil revenues would be around 8.8 per cent.” At the

present rate of exploration Egypt's oil and gas reserves will last another 12

years. However, the discovery of oil and natural gas in Westera Desert during
1985 provides a new potential base. Western oil companies are preparing to
begin production from the new field. The costs of this onshore production are

2/
relatively low.™

The large food import bill of $3 billion is a big bucrden on the econoay.
With population growing at zround 2.5 per cent a year against 2 per cent
annual growth rate of agricultural output these imports are expected to grow.
Despite restrictive measures on imports, the trade deficit for 1984/85 reached

$6 billion. The balance-of-payment deficit was around $1.3 billion in 1985.

The decline in foreign exchanze earnings in the context of the current
slump in oil prices has injected a new note of urgency into the negotiations
with the IMF for a standby facility of some $1.5 billion. The IMF is urging

Egypt to unify its various official exchange rates and to adjust them towards

1/ IMF Survey, March 17, 1986, p. 85.

N
~

The opersting costs are roughly estimated at $3 to $5 a barrel against $12
to $15 for North Sea oil. It appears to be profitable even under today's
market conditinons. For details, see Financial Times, Macch 25, 1986,

p. 20.
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the opep market value of the Egyptian pound, and to introdiuce substantial
reform of the country's food and energy subsidies. The prices of almost all
basic commodities, fuel aad power gre currently well below world levels on

.ccourt of Egypt's pricing and subsidy policies.

Egypt‘'s public sector accounts for some three-quarters of industrial
output, 80 per cent of investment, 58 per cent of employment and 66 per cent
of value added in industry. Price controls as well as administrative
restrictions continue to create inefficiencies and limit the ability of the

public sector to generate investment resources.

The open-door policy launched in 1974 was in stark contrast to
nationalization of enterprises in the early 1960s. The new policy undoubtedly
contributed to revitalizing the private sector and to streamlining investment
procedures tc attract foreign investment. 1In an effort to expand the
automotive industry, several foreign companies have been granted approval to
establish plants. The El-Dikheila steel works, costing around $840 million is
to begin commercial operations in 1986, with an output capacity of around

350,000 tons a year.

The budget for 1984/85 set total expenditure at E £182 billion, an
increase of more than 12 per cent over 1983/84. The cost of food subsidies
represents a 22 per cent increase, whilst investment expenditure has been
raised by 10 per cent. The net budget deficit was around E £1.2 billion
during 1984/85. The budget for 1985/86 attempts to squeeze the increase in
expenditure below 10 per cent. As part of an austerity drive initiated in

April 1986, government expenditures are to be reduced by E £300 million.

1.2 Economic structure

Egypt's population was estimated at 48.5 million in mid-1985. The rate
of growth of population is relatively high (2.5 per c2nt). With a GNP per
capita of $700 in 1983, Egypt is classified as a "middle-income” economy. The
economy grew at an annual average rate of 6 per cent in the 1960s. Growth

averaged 3 per cent a year during the late 1960s aand early 1970s.




A radical transformation of cconomic structurz took place in the second
half of the 1970s. With the emergence cf petroleum and ges as dominant
resources, the share of petroleum in GOP expanded rapidly from 6.3 per cent in
1977 to 18.5 per cent in 1980/81. The shares of both agriculture and industry
declined markedly. Though this pattern of structucal transformation is
typical of an oil exportiag economy, in Egypt's case it partly reflects price
and output controls in agriculture and industry which shifted economic

activity to comstruction, trade and finance.

Table 1 shows the sectoral distribution of GDP during 1977-1984/85.
Industry and mining together accounted for 15.1 per cent of GDP in 1977.
After falling to 12.4 per cent in 1980/81 it began to pick up again during
1981/82-1982/83. The increase in its share of GDP could not be sustained
thereafter. Apart from oil and gas, mineral industry continues to be
relatively small in Egypt. Only iron ore and phosphate rock are availabhle in

significant quantity.

Despite the declining share of agriculture in GDP, this sector generates
approximately 40 per cent of employment. The labour force has been 1ncreasing
by about 400,000 a year. Labour force surveys have indicated that recent
growth in non-agricultural production has not been matched by similar growth
in employment. 1In 1981/82 the manufacturing sector accounted for 12.1 per
cent of total employment. Egypt's public sector is a major employer of
industrial labour force. Government services absorbed 2.3 willion persons by

1981/82, accounting for nearly 20 per cent of total employment.

Table 1. Sectoral origin of GDP, 1977-1984/85

(percentage)
a/ a/ b/
Sector 1977 1980/81 1981/82 1982/83— 1983/84~ 1984/85™
Agriculture 27.5 20.6 19.8 18.8 16.6 15.9
Petroleum 6.3 18.5 15.0 16.6 15.9 16.1
Industry and mining 15.1 12.4 13.6 13.6 13.1 13.2
Other 51.1 48.5 51.6 51.0 S4.4 54.8

Sources: Ministry of Planning; Central Bank of Egypt, Annual Report, various
18SUES.

8/ Estimates.
b/ Projected.
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The share of rational savings in GDP trose from 10 per cent im 1974 to
20 per cent in 1980/81. Investment rose from 23 per cent to 30 per cent of
GDP during the same period, slightly reducing the savings-investment gap.
Investment in petroleum and electricity grew more rapidly than in other
sectors. According to recent estimates, real investment grew at 2.9 per cent
annually ducing the fir.: two years (1982/83 and 1983/84) of the current
Five-Year Plan, well beiow the 10.5 per cent Plan target. Wwhile investment
has fallen short of the Plan's expectations, Jomestic savings effort has not

shown any significant improvement.

Egypt's principal exports are oil and oil-related products, cotton,
textiles and aluminivm. Petroleum and related products constitute nearly
70 per cent of total exports. Exports are destined mainly to the developed
countries. 1Italy is one of the main destinations, accounting for more than
18 per cent of Egypt's total exports. Transport equipment, machines,
livestock, food products, chemicals, rubber, leather, wood, paper and basic
metals are the principal imports. The main origins of imports ace the
developed market economies. The USA and Federal Republic of Germany supply

more than 25 per cent of Egypt's imports.

1 3 Overview of the manufacturing sector

Egypt's basic industries - iron and steel, aluminium, fertilizer, heavy
engineering and cement - and cotton yarn are mostly in the public sector as a
consequence of the nationalization of industries in the early 1960s. The
private sector concentrates on activities that can be carried out by small-
scale firms, such ss garments, food products, lesther products, cosmetics,
wooden furniture and fabricated metal products. Agriculturally-based
industries like textiles and food processing form a major part of the

in ustrial activity in Egypt.

Egypt's refineries processed 20.4 million tons of crude oil in 1984/85,
compared with 18.6 million tons in 1983/84 and 17.7 million tons in 1982/83.
The branch produced 19.4 million tons of refined products in 1984/85 - an

1/
increase of 10.2 per cent over the previous year.” Contrary to the trends

1/ Arab 0il and Gas, 16 June 1985.




in other oil producing countries, Egypt's refining capacity is being expanded
and a $1 billion three-year iavestment plan has been approved. A newv refinery
is being built at Asyut in Upper Egypt - first in the region nnd seveath in
the country. A subsidiary of the Egyptian General Petroleum Corporation
{(EGPC) has awerded a contract worth over $70 million to Snamprogetti or Italy
for the construction of a 40,000 ton/year Linear Alcohol Benzol (LAB) plant at

its Ameriyah Complex mnear Alexandria.

The textile industry is one of the country's oldest industries,
processing long-staple and extra-long-staple cotton. However, the industry is
increasingly using synthetic fibres, particularly polyester, to boost
high-grade cotton exports. Currently the textile industry as a whole accounts
for around 18 per cent of MVA. Large public sector firms produce more than
80 per cent of the total output (spinning and weaving). According to recent
estimstes, Ezypt will need to spend $1.8 billion in renewing its aging textile

. 1
industry.”

Nearly 40 per cent of locally produced selected fruits and jams are
exported, mostly to the Arab world. Processing of Egypt's traditional exports
are encouraged. Egypt seems to enjoy comparativc advantage in the production
of food flavours, vegetable oils, jams and marmalades, biscuits, confectionery
and starch. Yet Egypt is not self-sufficient in food production, except in
rice. Half of its foodstuffs, particularly wheat, wheat flsur, frozen beef,
frozen chickens and edible oils are being imported. The rapidly rising
population with higher disposable incomes seems to provide the stimulus for

the continuing gro#tnh of the construction industry.

The aluminium industry in Ezypt employs excessively subsidized energy
inputs. A World Bank-sponsored study recommended the closure of the Nag
Hammadi Smelter in Upper ‘Zgypt which consumes ahout 14 per cent of total

electricity generated nationwide.

Egypt's pharmaceutical industry, the most advanced in the Middle East,

achieved a8 sales turn-over of $800 million in 1985. The medical equipment

1/ Business Intevnational, "Middle East Forecasting Study, 1984-1988,"
September 1984.

e




market has grown at an average rate of 20 per cent in the first half of the
1980s.

Recently Egypt hes changed its strategy for its auto industry.
Production will be confined to only two wmodels and opportumnities will be

sought for joint ventures in component manufacture. Egypt has approved in
principle a $1,000 million proposal by Gen2ral Motors of the US to build cars

in Cairo. There is a plan for a new tyre plant with a capacity of 1 milliomn

radials annually.

Egypt has a significant nitrogen fertilizer industry. The installed
capacity increased from 741 million tons of ammonia a year in 1980 to
1,136 million tons a year in 1982. No further expansion took place during
1982-85. 1t is foreseen that the Egyptian designed capacity of ammsnia

1/
prodvction will be raised to 1,466 million tons per year in 1990."

1/ 0il and Arab Cooperation, "The Petrochemical Industry,” Vol. 11, No. 1,
OAPEC, 1985.
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SHARE OF MANUFACTURED EXPORTS IN TOTAL EXPORTS, 1973 AND 1982

(SITC 5-8 less 68)
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2. STRUCTURE AND PERFORMANCE OF THE MANUFACTURING SECTOR

2.1 Growth and structural change

The manufacturing sector grew at an annual average rate of 6.3 per cent
(at constant 1975 prices) in the 1960s. Ducring 1970-74 growth of
manufacturing value added (MVA) stagnated and averaged 1.1 per cent annually.
With the introduction of liberalization efforts coupled with an unprecedented
expansion in the financial resource base, manufacturing activities (including
0oil refining) received fresh impetus end grew at an annual average growth rate
of 8.2 per cent in the second half of the 1970s. The high tempo in growth was
sustained until 1981/82.

The envisaged growth rate of around 10 per cent for the industrial sector

during the current Five-Year Plan covering the period 1982/83-1986/87 appears

to be a difficult task because of challenges exacerbated by the sluggish
overall economic environment. Ageinst the backdrop of imperfect deta on
industrial growth in recent years, the soaring imports may be taken as an
indication of the industrial sector failing to keep pace with domestic

demand. To generate high industrial growth, policy is being directed towards
broadening the country's industrial base by promoting investment from Egyptian

and foreign sources.

As a consequence of the nationalization of industries in the early 1960s,
some two hundred large public sector firms dominate the industrial sector.
Since the introduction of liberalization policy in 1974, private industry has
grown rapidly, at an annual average rate of 12 per cent, compared with an
annual average growth rate of 7 per cent achieved by the public sector during
1974-80.

In general the industrial sector expanded a®{ a high rate during the
second half of the 1970s. Petroleum and coal products registered an annual
average growth rate of 28.6 per cent during 1973-80. Machinery industry
(electrical and non-electrical) recorded above 20 per cent annual growth
rate. Growth of transport equipment, furniture (except metal) and wearing
apparel (except footwear) exceeded 10 per cent per anaum. TIndustrial and

other chemicals also grew significantly. Textiles and & few consumer goods

suffered negative growth rates during 1973--81.
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The physical output statistics for selected industrial products presented
in Table 2 suggest divergent trends during 1981-83. Output of car tyres and
tubes dropped sharply from 2.4 million tonnes in 1981 to 1.9 million tonres in
1982, but recorded a 51.6 per cent increase in 1983. Cotton fabrics, sugar,
fertilizers and cement registered two-digit growth rates in terms of physical
output in 1983. DCairy products, phosphates, iron ore and cotton yarn suffered
declining volumes of output in the same year. While production of cotton
fabric was on a generslly upward path, with a net increase of 46,000 tonnes
during 1981-83, output of cotton yarn declined sharply in 1983 after showing a
hint of stagnation in 1982. The textile industries group of companies under
the Ministry of Industry envisaged a production target of E £2.07 billion for
1986/87. It implies a higher growth rate of the textile indusiry than the
target set for industry as a whcle. Rehabilitation of the major spinning and

weaving compeiies could play a significant role in achieving this ambitious

target.
Table 2. OQutput of selected industrisl products, 1981-1983
(*'000 tonnes)
o Percentage Percentage
change change
Industrial product 1981 1982 1982 1983 1983
1981 1982
Phosphates 137 691 -6.2 529 -9.0
Iron ore 1,944 2,132 10.0 2,000 -6.95
Dairy nroducts 214 377 76.2 324 -14.1
Sugar 619 630 1.8 120 14.3
Cotton yarn 239 245 2.5 229 -6.5
Cottcn fabric 170 180 5.9 216 20.0
Car tyres and tubes 2,448 1,901 -22.3 2,882 51.6
Fertilizers 3,820 4,570 19.6 5,136 12.4
Cement 3,446 4,300 24.8 4,800 11.6

Source: Lloyds Bank, Egypt: Economic Report, 1985.

Table 3 presents the contributions of 28 ISIC 3-digit subsectors of
manufacturing to MVA during the period 1973-82. Petroleum refineries,
chemicals, machinery (electrical and non-electrical) and transport equipment

increased their respective contributions to MVA significantly over the
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ten-year period. The share of food products declined from ?1.1 per cent in
1973 to 17.9 per cent in 1982. Though the shares of agricuiturally-based
industries, such as food and textile manufacturing, declined in total MVA,
these industries continue to form a major part of manufacturing activities in

Egypt.

The profile of food and as:znciated industries is more diverse than that
of the textile industry. Appendix Table A-1 presents information on physical
volumes of output produced by food and associated industries during
1975-1980/81. Output volumes of sugar, cotton seed oil, cheese, pasta, csoft
drinks, beer and oleaginous seed cake indicate a strong upward trend. While
the public sector concentrates on capital-intensive industries, such as sugar
refining and vegetable oil milling, the Government's policy of encouraging the
private sector in agro- industries has resulted in the demand for capital to
expand activities in dairy processing, cold stores, poultry plants, etc.
According to the inter-sectoral model of the current Five -Year Plan, the food
industries rely on imports for over half of their inputs, compared with 12 per
cent for textiles. The Plan's input-output table slso shows that about half
of the food output of the agricultural products constitutes a third of the

total food consumption.

The contribution of the petroleum refineries to total MVA increased from
3.6 per cent in 1972 to 5.1 per cent in 1982. The domestic price of petrolcum
products is about one tiftk of the international market price equivalent. Low
petroleum prices have led to rapid increase in domestic consumption. The
price of Egyptian oil dropped $5 a Darrel to $14 in April 1986. Since Egypt
relies on noil sales as a major source of foreign exchange, improved management
of energy dewmand at the national level appears to he a prerequisite for

diverting oil for exports.

Ancther indusirial branch which increased its contribution to MVA was the
chemical industry. Its contribution to MVA rose from 5.2 per cent in 1973 to
8 per cent in 1982. Egvpt has aiready achieved self-sufficiency in some
chemical products, surh as sulphuric and hydro.hloric acids, and industrial
pases, such as oxygen, hydrogen, carbon dioxide, nitrous oxide and acetylene.
With notable exception of fertilizers, most activities in the chemical

industry are based on the processing of imported raw materials.

S —
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e 3 cuposition of manutacturing value added, 197419582
car U7 prices)
Cpercentases)

® o e e e e e m e — e m — e — = e e = - - U e e e o e e e e et e e m e e e mam e e ew e e el e m S s m e M S ST m e T T T i
Dascription (1SI1C) 1973 1974 | 197% 1976 1977 1978 1979 1980 1981 1982
TOTAL MANUFACTURING(30N) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Food products(311) 2101 17.2 15.5 15.9 15.7 16.7 15.5 15.4 17. 17.9
Ba.erages(313) 1.0 1.1 1.0 1.0 1.2 0.9 0.8 1.1 1.3 1.2
Tobaceo(314) 3.3 3.8 3.8 3.9 4.0 4.3 4.6 4.8 3.9 4.7
Taxtiltes(321) 25.2 28.2 28.0 27.5 26.5 22.2 19.8 19.1 18.4 17.6
wear ing appare!.except foouwear(322) 0.7 0.6 0.7 0.8 0.7 1.0 1.3 1.3 . AN
Lteather products(323) 0.6 0.5 0.5 0.5 0.4 0.4 0.5 0.6 N ‘e
Footwear ,excert rubber or plastic(324) 0.9 0.9 1.1 1.1 1.1 1.5 1.8 1.7 1.9 2.0
wood products,.except furniture(331) 1.4 1.0 0.8 0.8 0.8 0.8 0.9 0.7 0.7 0.8
furniture.except metal(332) 0.5 0.4 0.3 0.3 0.3 0.5 0.5 0.5 e e
caper and products(341) 3.4 1.9 2.6 3.0 2.5 2.6 3.4 2.4 2.5 2.4
°rinting and puolishingi342) 2.4 1.6 2.2 1.8 2.9 2.4 2.1 1.8 . e
Industrial chemicals(351? 1.9 2. 2.4 2.1 1.8 2.0 2.2 2.1 2.5 2.6
Otrher chemicals(352) 5.2 5.8 6.2 5.9 5.9 5.6 6.1 6.7 8.8 8.0
Patroleum refiner ies(3%53) 3.6 5.2 3.8 4.2 4.2 4.% a. .4 4.4 4.9 5.1
Misc. petroleum and coa) products{3%4) 1.6 2.2 2.4 3.5 3.5 3.9 6.2 6.5 Ce e
Rubber products(35%5) 1.3 1.3 1.4 1.3 1.3 1.2 1.1 1.3 1.1 1.2
Plastic products(356) 1.1 0.9 0.9 N Ca e Ce s Ce e
Foatrtery,.china,earthenware(361) 0.4 0.4 0.4 0.4 0.4 0.4 0.3 0.3 0.3 0.3
Glass and products(362) 1.0 1.0 1.1 1.0 1.1 0.9 0.7 0.7 0.7 0.7
O+her non-metallic mineral prod. (369) 3.3 3.4 3.7 3.4 3.5 3.0 2.2 2.2 2.4 2.5
Iron and steel(371) 5.7 5.4 4.8 5.1 5.6 5.4 5.1 5.6 6.1 6.2
Non-ferrous metals(372) 2.0 1.8 1.7 1.8 1.9 1.8 1.7 1.9 Z2.1 2.2
Fabricatad metal products(381) 4.2 4.7 4.0 3.9 3.4 3.5 3.8 3.7 4.4 4.4
Machinery.except electrical(382) 1.7 2.0 2.5 2.6 3.1 3.9 3.7 3.7 5.8 5.3
Machinery electr ic{383) 2.4 3.2 4.0 4.2 4.8 6.5 6.9 7.2 8.4 8.6
Transport equipment (384) 3.6 3.2 3.7 3.6 3.9 3.9 4.5 4.2 6.1 6.2
Professional & scientific equipm. (3b5) 0.0 0.0 2.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Dther manufactured products{390) 0.3 0.3 0.7 0.2 0.2 0.1 0.1 0.1 u.1 0.1

S LT Statistics and Survev Unit, UNIDOC O Based on data supplied by othe UN o starist feal Oftice,

" [ TAT S ot he UNIDO Secretariat,
N VOMANTPACTURITNG is the sam oor the available components and does nor necessarily
LoV TesD RPN a0 total.



- 17 -

The share of textiles in total MVA fell from 25.3 per cent in 1973 to
17.6 per cent in 1982. 1In the 1950s the textile industry grew rapidlyv along
the path of import substitution and developed export potential in yacrn and
fabrics. Output continued to grow rapidly during 1964-73 in response to
rising domestic demand and a growing export macket, particularly in Eastern
Europe and the Soviet Union. A relatively stagnant performance was
experienced in the period following 1973, compared with the crapid growth of
the manufacturing sector as a whole. During the second half of the 1970Cs
physical output of cotton yarn increased from 181 million tons in 1975 to
236 million tons in 1980. While the output of wool and jute stagnated, that

of synthetic yarn suffered a sharp decline.

Industries engaged in the producticn of basic metals, non-electricel and
electrical machinery have increased their shares in MVA during 1973-82. This
resulted in an increace in the share of engineering industries in total MVA
from 9.3 per cent in 1975 to 13 per cent in 1980/81.1/ The most rapidly
growing product groups are transport and electrical machinery. The declining
end stagnating trend in the production of fabricated metal products is typical

of the development process of engineering industries.

When external resnurces were plentifui, industrial investment exparnded
rapidly. The downward trend in the flow of external resources is triggered by
the falling oil prices. The challenge that Egypt now faces is to carry out
policy reforms to eliminate distortious in the econcmy and to implement
measures towards rationalization and modernization to increase industrial
efficiency at a tiue when foreign exchange constraints and lower growth

prevail.

2.7 Performance and efficiency

Various distortions - such as the prevalence of multiple exchange rates,
pcice controls and subsidies - seem to constrain the performance of the

manufacturing sector, particulariy the public enterprises. Low interest

1/ World Bank, Egypt: A Programme for the Development of Manufactured
Exports, Export Potential and Prospects of the Engineering Industries,
1983.
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rates and multiple exchange rates have promoted capital intensity of

production.

Appendix Table A-2 presents annual average growth of output, imputs, and
total factor productivity changell in fifteen public sector industrial
branches comprising 110 firms. The Table also provides information on annual
averzge changes in capital-labour ratio, output-capitai ratio, output-labour

ratio and output-material ratio.

The contribution of total factor productivity change to output growth was
ranging from 55 per cent in edible gcods and fertilizer to 11 per cent in iron
and steel manufacturing during 1973-79. However, total factor productivity
change served as a negative source of growth in three industrial branches,
e.g., cotton products (-4.2 per cent), rubber and plastics (-12.2 per cent)
and china and glass {--4.5 per cent). Contribution tc growth by capital input,
labour input and meterial input, as indicated by figures pertaining to capital
productivity, labour productivity and material productivity, reveal that
output grew far more rapidly than the effective contribution of factor inputs,

particularly labour and capital.

Although the results presented in Table A-2 indicate that many public
sector industries experienced very rapid rates of total factor productivity
growth during 1973-79, much of the increased output was largely due to
increased utilization of existing capacity in response to rising aggregate

demand and removal of supply constraints. The liberalization efforts coupled

1/ Total factor productivity change measures the change over time in output
per unit of total factor inputs (combined). Previous studies of total
factor productivity change in Egypt suggest that average rates of
productivity growth ir *he industrial sector were positive and comparable
to those encountered in other countries at similar levels of development
between 1945 and 1962. Between 1962 and 1973, however, Egypt appears to
have experienced largely negative average rates of measured total factor
productivity change. The productivity performance began to deteriorate
around 1962-64. These indications of declining industrial performance
necessitated the announcement of major policy reforms in 1974. For
further details, see World Bank, Arab Republic of Egypt: Issues of Trade
Strategy and Investment Planning, Report No. 4136-EGT, January 14, 1983.
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with the huge inflow of exogenous resources removed many supply constraints
and increased the rate of capacity utilization. Much of the capacity in terms
nf technology., plants and ecuipment, and labour force was in place prior to
1973. However, some firms appear to have been altering the existing structure
of production and adjusting to changes in the production environment as well
ss innovating or adopting new technologies from abroad. Research findings by
the World Bank show that edible oils, transport equipment and electrical
machinery expecienced accelerating rates of total factor productivity change

partly as a result of technological progress.

Appendix Table A-3 compares selected industrial pecformance indicators of
public sector with those of the private sector during 1976-1981/82. The Table
suggests that the productivity of labour in the private sector is far greater
thsan in ihe public sector. It also reveals that the cost per job created is
substantialily lower in the private sector, and imports per unit of employment
are about one-third. The foreign exchange costs per F £1.0 of GDP appear
lower in the private sector. A relatively more efficient managerial approach
and a competitive outlook seem to be the reasons for a muzh better performance
of the private sector. The public sector, however, which is involved in most
heavy industrial production, faces a greater degree of complexity in
technology and management than the private sector. In addition, it has been

plagued by slow and infrequent adjustments in output and prices.

Egypt's endeavour to generate an annual growth rate of around 10 per cent
in the industrial sector is facing increasing difficulties. The current pace
of =conomic growth could culminate in medium- or long- term decline.
Substantial policy reforms are calied for to maintain strong investment growth
snd to improve the efficiency of investment. The Government is trying to
revitalize domestic industry for the more effective use of production
capacity. A major overhaul of the textile industry, which now accounts for
one-third of the manufacturing output, has been initiated. In the face of
falling exogenous resources, efforts are to be directed towards raising the
efficiency of industrial investments to reduce the dependence on exogenous
sources of growth and to increase the capacity of the industrial sector to

earn adequate foreign exchange.
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Simulation results were published in April 1985 on a detailed
macroeconomic framework of the impact of major distortions affecting
industrial efficiency in the Egyptian public sector.ll Egypt's long-term
growth prospects depend crucislly on reforms of the numerous interventionms.
Adjustment of public sector prices would need to be combined with a policy
environment that a._lows mebility of factors of production so as to raise the

productivity of resources and improve overall growth prospects.

In November 1985 the Government explicitly announced its policy in
pursuit of curbing losses suffered by industrial enterprises.zl The
measures currently under way to strengthen the public sector and to develop
its managerial and working system are: first, to avoid decisions that would
restrict the management of projecis; second, to graunt the administration the
freedom to utilize available resources and to rationalize its incenmtive
system; third, to hand over those projects accruing losses to more efficient
leaderships which are able to make decisions and bear responsibility for

them. The new policy also calls for careful examination of complaints lodged

by private entrepreneurs about administrative obstacles.

2.3 Exports and_imports of manufactures

Manufactured exports have performed poorly since 1973. The share of
manufactured gnods (narrow definition of trade in manufactures, i.e., SITC 5-8
less 68) in total exports declined from 25.4 per cent in 1973 to 8.1 per cent
in 1982 (see Appendix Table A-4). Manufactured exports fell by 3.5 per cent
in 1982. The revival of exports in 1983 was largely the result of increases
in the exports of cotton yarn and fabrics. 1In 1985 Egyptian industry in both
the public and private sectors imported roughly $1.2 billion worth of raw
materials and inputs, while industrial erports valued only about
$600 million. Raw materials and inputs constituted one-third of imports.

Capital goods, spare parts and consumer goods accounted for the remainder.

1/ World Bank, Macroeconomic Effects of Efficiency Pricing in the Public
Sector in Egypt, Staff Working Paper No. 726, April 1985.

2/ See Prasident's speech Lo a joint session of the People's Assembly and the
Consultative Council, 13 November 1985.
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Table 4 presents the list of growing and declining export products ducing
1975-81. Yarn export growth reflects a significant degree of excessive cotton
price subsidy to spinners. Exports of basic metals - mainly aluminium ignots
- have grown significantly. Egypt was hoping to export 116,000 tons of
aluminium in 1985. This development may have been induced by the large
subsicdies on energy input. The declining products - clothing, essential cils
and perfumes and furniture - are all labour-intensive products where Egypt has
comparative advantage. Exports are not likely to rise rapidly as local

consumpt ion absorbs a large part of increased output.

The decline in Ezyptian exports of manufactuces since the mid-1970s has
been accompanied by major structural changes. The most noteworthy is in the
destination of exports. Although hard currency exports to Western Europe
increased substantially, it failed to offset the sharp decline in exports to
bilateral or cleacring account currency areas, notably the centrally planned
economies, whose share declined from aearly 8C per cent of the total in 1975

to about 36 per cent in 1980.

~ahle 4. Product structure of manufactured exports, 1975-1981
(in million E£)

(Per cent (Per cent
1975 of total) 1981 of total)
Growing Export Products
Yarn and fakbric 89.097 (47.8) 148.095 (51.0)
Basic metals 10.7317 (5.8) 96.144 (33.1)
Medical and pharmaceuticals 1.550 (0.8) 3.427 (1.2)
Metal manufactures 1.372 (n.7) 2.609 (1.2)
Declining Fxport Products
Clothing 26.979 (14.5) 15.595 (5.4)
Essential oils and 21.161 (11.3) 7.757 2.7)
Perfumes 14.151 (7.6) 1.692 (0.6)
Furniture 4.G45 (2.2) 1.872 (0.6)
Transport equipment 2.738 (1.5) 1.171 (0.4)

Source: Egyptian Five Year Plan, 1975/76-1981/82.
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The second wmajor change is in the product structure ot exporis. 1Instead
of becoming more diversified, the stcucture has become more concentrated. Two
product groups - yarn and fabric and Lasic metals - accounted for nearly 85
per cent of exports in 1981. The shave of basic metals in manufactuced
exports increased significartly from 5.8 per cent in 1975 to 33.1 per cent in
1981. Yarn and fabrics, produced by an industry, almost entirely within the

public sector, has veen & traditional export item frcm Egypt for decades.

The share of processed goods for final use in total exports declined
mackedly from 27 per cent in 1975 to 16.5 per cent in 1982 (see Appendix
Table A-7) . 1Indeed the reletively low share of finished gocds, excepting
retroleum products, often faced decelerated growth rates. The export share of
non-processed goods for further processing increased significantly (rom
43.6 per cent in 1975 to 71 por cent ir 1982, while exports of processed goods
for further prucessing registered a 10.6 per cent growth ducing 1975-80. A
comparison of these figures with data pertaining to the rapidly growing
impcrts of processed goonds for firal use reveals Egypt's scope for possible
further substitution of finished products as well as "export substitution” of
non- processed and semi-processed goods. The growth in the production of these
prcoducts depends cre-ially upon easing supply constraints. During 1975-80
declining imports of non-processed and semi-processed goods for fucther
processing coincided with negative growth rates of exports of processed goods
for finai use. Whena the former recorded two-digit growth rates during
1980- 82, the laiter grew by 98.7 per cent. Assuming that imports of
non- processed and semi-processed goods constitute taw materials and
intermediate goods, it is evident that easing of supply constraints wonld be
essential for boosting the exports of processed goods for final use. The
Government has decided to rationaliz. its import policies, with greater
attention fecused on financial and technical assistance to exporters. An
increase 1n the imports of intermediste goods and other inputs could be made
pnssible through import rationalization. Achieving a surplus for export

obviously depends upon domestic demand management.

The competitiveness of a product and the eotficiency of industrial
artivity in the production of that product can be analysed in terms of the

domestic resource cost (DRC) tatio which compares the opportunity cost of

e ——— e e et~ v
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demestically supplied factors of production to the value added at world prices
in that activity. Industrial products with DRC ratio les:c than one are termed
efficient. It means that the value of output at world prices is greater than

the economic value of the inputs used to produce them.

The DRC resultsl/ indicate that at present only a limited number of
product groups can claim to be efficient activities with unambiguous
comparstive advantage. These include high cotton yarm, cotton knit products,
some food products, finished leather and leather products and some engineecing
goods. There are additional products in the same industries as well as other
oroducts - nitrogenous fertilizer and paper products - which are close to
being efficient at world prices and could become competitive with some

upgrading.

A large segment of the irtermediate and capital goods industries lacks
competitiveness at present. These include ceramic and glass products, iron
and steel, aluminium. transport equipment (buses, cars, trucks, bicycles),
basic chemicals, synthetic fibres, phosphate fertilizers, and pulp and paper.
Lack of competitiveness in many product areas arises from the uneccnomical
size of plants employing cbsolete technology (phosphate fertilizer and
vehicles), inadequate domestic raw material availability (pulp and paper),
high cost of intermediate inputs (bicycles, consumer electronics and blended
fabrics) and, more generally, inadequate technical and management skills.
Poscibly some of these industries could bacome efficient over time through

appropriate rehabilitation and modern technology inputs.

Using domestic resource cost data, Table 5 classifies industrial
activities and their relative export potential. For aralytical convenience it
groups the industrial products under activities which already appear
compecitive at international prices, activities which may become competitive

and offer potential for exports, and activities with high domestic resource

1/ The DRC results presented here are bhased on a comprehensive study jointly
undertsken by the Ministry nf Industry and the World Bank. For detailed
findings, see World Bank, Arab Republic of Egypt: Issues of Trade Strategy
and Investment Planning, Report No. 4136- EGT, 1983,




Table 5.

Comparative advantage of industrial products, 1981

I. Activities which already appear
competitive at internatioral prices

I1.

Activities which may become
competitive and offer potential
for exports

Activities with high domestic
resource costs which are unlikely
to sllow efficient exports

Textiles

- high sad mzdium count cotton yarns
- higher qualiiy cotton cloths
- knitted cotton fabrics

. - readymade clothing of cotton fabrics

30aps and detergents

Food Products

- flavours and egssences

- edible oils

- fodder and concentrated animel feed
- soft drinks

- milk products

- sugar

- fruit jams, preserves, juices

Leather and Tanninpg

Metal Products

- railway carriages

- industrial electrical aspparatus
- non-electric consumer durables

Non-metallijc Minerals

- cemsnt

Wood Products
- furniture

Textiles
- cotton/polyester blended yarns
- cotton/polyester blended febrics

Tobacco
Cosmetics
Food Products

- preserved fruits and vegetables

- biscuits and confe.cionery
- galt

Paper Products
- packeging materials
- printed matter

Nitrogenous Fertilizer
(using natural gas)

Hetal Products

- shaped and formed metal
- wire and cable

- aluminium products

- motor vehicle parts

Textiles
- coarse count yarns
- coarse cloth

Food Products
~ BYrups
- starch

Chemical Products )
~ pulp and paper

- phosphate fertilizer

- basic industrial chemicals

- artificial fibres

- non-edible oils

Metal Products

- road motor vehicles
- basic iron and steel
- metal caftings
aluminjun

steel pipes

Consumer Electronics

Ceramics, China and Glass

Source: World Bank, Egypt:

A Propramme for the Development of Manufactured Exports, December 15, 1983.



costs which are unlikely to sllow efficient exports. Activities which already
appear competitive at international prices encompass the production of over 17

manufactured goods. This list is based on data for the 1970s.

In 1982 UNIDGC attempted to calculate Egypt's revealed comparative
advantage in the subsectors of manufacturing using the broad definition
(SITC 0-8). Estimated values exceeding unity indicate that the performance of
the country in specific product areas is superior to that predicted by its
share in world manufactures. Appendix Table A-9 summarizes the results. It
can be seen that over the period 1976-77 the value of export performance
ratiol/ was greater than one for 20 industrial products. Although this list
encompasses several items that appear to be already competitive (see Table 5),
it lends credence to the fact that exports have declined in products where
Egypt had comparative advantage For example, the declining products, such as

perfumery and clothing, showed relatively high values of export performance

ratio.

ippendix Table A-10 shows the proportion of exports to apparent
consumption of selected marufactures over the period 1981-83. The Table
identifies aluminium unwrought (91.8 per cent), motor gasoline (47.7 per
cent), glycerine (38.9 per cent), iron and steel plates (22.2 per cent), pure
and mixed cotton yarn (16.1 per cent), phosphatic fertilizers (14.6 per cent),
and residual fuel oils (10.1 per cent) as products showing above 10 per cent
chare of exports in apparent consumption. These are products of textile,
basic metal, chemicel and oil refining industries. Since the list is confined
to selected products, the Table does provide detailed information on a few
products of food industry which attempt to penetrate the external market,

e.g., edible oils, soft drinks, fruit jams, etc.

1/ By using the ratio:

. . EKii /Xim
Bl = wj / xwm
where Xij = country i's export of commodity J;
Xim = country i's export of all manufactured products;

Xwj = world export of commodity J;
Xwm - world manufacturing exports.

Source: UNIDO, Changing Patterns of Trade in World Industry, UN, New
York, 1982, Sales No. E82.11.B.1, pp. 24, 25.
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Table 6 presents the forecast of industrial exports during the current
Five-Year Plan (1982/83-1986/87) According to the figures projected for the
year 1986/87, industrisl exportrs will account for only 9.9 per cent of total

exports by that year.

The Government has adopted a three-point programme of export promotion
since April 1983. Exporters are aliowed to convert their foreign exchange at
the most favourable exchange rate, i.e., the free market rate. There has also
been a considerable amount of institutional strengthening through the
establishment of a High-Level Ministerial Committee to streamline and simplify
export controls and to oversee export promotion, as well as strengthening of
the Export Promotion Council. The thicd element which has been initiated is
the establishment of the Export Development Bank of Egypt in February 1985.
The depressed oil market makes Egypt's limited export base more vulnerable to
fluctuations in world demand. Growth of cotton exports is inhibited by
restrictions imposed by the Multi-Fibre Arrangement to which Egypt is a
signatory. Egypt is seeking an increase of 1G )0 tonnes ot cotton exports

during 1986. The mandate of the Export Development Bank is to help,

Tatle 6. Industrial export forecast during Five-Year Plan,
1982/83 - 1986,87

(values in constant 1981/82 prices - E£ million)
Product 81/82 82/83 83/84 84/85 85/86 86/87
Cotton yarn 121 146 146 146 131 131
Cotton textiles 32 40 40 66 66 80
(fabrics)
Garments 15 17 20 23 26 28
Other textiles 28 30 35 35 49 47
Cosmetics 8 10 10 11 12 15
Phosphate fertilizers . 2 4 25 27 35
Alumunium 109 115 117 127 127 120
Cement . R v . P ce
Canned fruit and 12 13 13 14 15 15
vegetables
Dehydrated onions 6 6 6 6 6 6
Total industrial exports 331 379 391 453 459 470

xports 2820 3300 3513 3970 4268 4720

Source: FEgyptian Five Year Plan, 1782/83-1986/87.
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encourage, develop and to diversify exports. It is an important sign of the

Government's commitment drive.

For many yesrs Egypt has traded wit.. Eastern European countries on a
barter basis. The country is planning to extend counter trade with other
countries. Reasdy-made clothes, cotton, mixed fabrics, rugs, carpets, plastic
products, shoes, leather goods, fragrances and perfumes are the main

manufactured goods that can be bartered.

Tncreasing demand for manufactured goods from a rapidly growing
population coupled with a rise in per capita income generated an upward
pressure on imporis. The share of manufactured imports (SITC 5-8 less 68) in

total imports increased from 56.7 per cent in 1973 to 60.0 per cent in 1982.

The developed market economies were the major suppliers of manufactured
goods in 1982, accounting for 94.1 per cent of total imports. The EEC
countries are the major suppliers of manufactured products with the exception
of processed animal and vegetable fats. The high share of capital and
intermediate goods in manufactured imports appears to be a necessary condition
for a fast industrial growth rate. Imports of consumer goods seem to have
soared in 1984. A high marginal propensity to import consumer goods partly
results from Egyptians returning from abroad, whose desires sre generally

backed by purchasing power.

In May 1985 the Government introduced a new strategy which classified
imports into four categories: banned goods - those superfluous to the
economy's needs; unnecessary gcods - subject to tariffs beiween 250 per cent
and 400 per cent; imports for which local substitutes are available - subject
to tariffs between 100 per cent and 125 per cent; and essential imports for
local manufacturing industries - subject to tariffs between 10 per cent and 25

per cent.

2.4 Ownership and investment patterns

As a consequence of the nationalization in the early 1960s, the
manufacturing sector is dominated hy ahout 200 mostly large public companies

which currently account for 55 per cent of total employment and 68 per cent of
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total value added in industry. The private sector consists of about 250,000
srtisanal establishments, each employing less than ten workers and some 7,000
establishments, each employing 10 or more workers. Ninety per cent of this

group employs less than 50 workers each.

Egypt's public industrial sector comprises a wide tvange of industrial
units producing iron and steel, aluminium, fertilizer, cotton yarn,
engineering and cement. Activities that can be carried out by small-scale
firms - garments, fcod products, leather products, cosmetics, wcoden furniture

and fabricated metal products are the important areas of private activity.

Industry has been a privileged sector of the Egyptian economy; its share
of total investment has generally exceeded its share of GDP. Between
1967-1975 most investment was channelled to the establishmet of a few new
plants, while modernization and renewal received little attention. However,
since 1977 the urgent need for modernizing public sector plants has been
recognized. Between 1977-81, industrial investment (msnufacturing and mining)
increased from E £561 million to E £1215 miliion, absorbing about 29 per cent
of total investment during the period. Most public investment has been
directed at rehabi 1tation and expansion of existing plants rather than
establishment of new plants. Nevertheless, many sectors, e.g., fertjilizers,
cement, textiles, etc., need urgent restructuring to introduce new
technologies and new products, improve energy utilization and to reduce

production costs.

Private sector investment in industry, which was at negligible levels in
1974, substantially increased following the liberalization of the economy. 1In
1981, its share of total industrial investment was estimated at 30 per cent.
Private industrial projects established under Investment Law No. 43 of 1974
represent a sharp departure from existing private firms of the pre-
liberalization period when private firms weve engaged in small-scale
industrial activities. Law 43 firms (see Appendix C) are mostly medium scale
establishments employing betwe~.n 50- 200 workers and have modern equipment and
technology, often with inputs provided by foreign firms. Almost all of the
industrial firms operating under Law 43 are import-substituting projects
selling in the protected domestic market. Textiles, food, chemicals, metals

and engineering industries represent the masin areas of Investment Law 43.
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Although investment has been stagnant for the last few years, the
loag- term record of industrial investment under Law 43, since the inception of
open- door policy, has been impressive. Of the "inlarnd” projects 41 per cent

were industrial projects.

The Industrial Development Plan (198Z/83-1986/87) allots E £8.6 billion
or nearly 25 per cent of total investment to the industrial sector, which,
however, represents a rather considerable reduction from its share in the
previous Plan (29 per cent). The private sector's share of total industrial
investment in the Plan is estimated at E £1.8 billion or 21 per cent, a

substantial increase over the past.

During the period July-Sept. 1985 the Board of Directors of the
Investment and Free Zones Authority approved 25 new projects with a total
estimated capital of E £73.6 million and an estimated investment cost of
E £162.2 million. Projects approved include: textile and ready-made
garments, food processing, chemicals, building materials, pharmaceuticals and

fodder production.

Appendix F presents industry-wise promising areas of investment
opportunities in Egypt. Despite stagnating economic growth, rising deficits
and other obstacles, Egvot remains a country for potential investors. The
country's geographical location provides access to expanding markets. TIts
population growth does represent increasing domestic demand. A growing wock

force and educated and trained skilled workers are other positive factors.

2.5 Size and geographical distribution of manufacturing enterprises

Between 1970-1978 (latest years for which data are availahle) total
employment in manufacturing enterprises which employed more than 10 workers
each had increased from 604.5 to 760.2 thousand but the number of
establishments decreased from 5,156 to 4,888. The average size of an
establishment as measured by the number of employees per unit increased from
120 to 156. The average size was highest in some chemical industries (3,750
workers). Industrial enterprises employing an average of more than 1,000
workers include petroleum refineries (1,783), non-ferrous metals (1,333),

pharmaceuticals (1,217) and transport equipment (1,100). The second group
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comprises industrial units with an average number of employees between 500 to
less than 1,000: 1iron and steel (879), paper and pulp (637), and coal and

petrcleum products (520). The third group, with an average number of

employees more than 200 but less than 500, includes tobacco (488), weaving and

spinning (466), electric machinery (373), china and earthenware {338), rubber
products (272), other chemicals (266), beverages (254), glass and products
(234), and paper and products (228). The fourth group includes industrial
enterprises with an average number of between 100 and 200 employees:
unclassified machinery (181}, plastic products (180) and publishing and
printing (166). The last group cowmprises enterprises with an average of less
than 100 employees: metallic products (89), professional equipment (76),
non-metallic products (64) and food products (54).

About 75 per cent of private firms are located in Cairo and Alexandria,
while the geographical distributicn of the public sector manufacturing
enterprises is somewhat even. Besides the large public industrial complexes
at Cairo and Alexandria, main textile enterprises are located in Kafr El
Douwar Elkobre, Mansoura and Damietta. The sugar industry is mainly located
at upper Ugypt. The largest fertilizer compsny (Kima) is located at Aswan,
while the largest aluminium complex is at Nagie Hamdi. Some electric
industries are located at Benha, the capital of Kalubia. A modern cement
complex is located at Suez. Petroleum refineries are distributed between
Suez, Alexandria and upper Egypt. The main food industrial complexes, Kaha
and Edfina, are located in lower Egypt. Some pharmaceutical industries have
been established in Minia in '-ner Egypt. The present policy of the
Government encourages regional dispersal of industrisal activities, with
emphasis placed on industries which satisfy the basic needs such as food and

building material industries.
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3. IN

JSTRIAL DEVELOPMENT STRATEGIES, POLICIES, PLANS AND INSTITUTIONS

The evolution of Egypt's manufacturing sector passed through three
distinct phases of development: (1) the industcialization drive in a free
enterprise setting (1952-1960); (2) nationalization and creation of a dominant
public sector (1961-1973); and (3) liberalization efforts and tcansition to a

mixed economy (1974 to the present).

Typical import substitution emerged both under the regime of private
enterprises (between 1930 and the late 1950s) and under that of the pianned
econcmy of the late 1960s and early 1970s. Since the adoption of the
open-door policy in 1974 the Government's endeavour has been directed towards

renewed emphasis on export expansion.

Nevertheless, the industrial sector is still enclaved in the traditional
import substitution strategy even in the current Five-Year Plan
(1982/83-1986/87). Though the Plan appears to recognize the growing need for
exports, and estimates export levels in important industries (cement, textiles
and metals), the Plan sppears to view export as surplus production after

having met the requirements of domestic demand.

The protectionist environment in which industrialization has occurred has
produced a situation where much of Egypt’'s industry is not only uncompetitive
in world markets, a feature borne out by weak performance of Egypt's

manufactured exports, but also uncompetitive in its local market.

The main objectives envisaged in the current Five- Year Plan

(1982/83-1986/87) are as follows:

a) To increase the share of the commodity sectors in the GDP
theough increasing the share of the manufacturing and
mining sector firms from 13.6 per cent to 18.3 per cent;

b) To support the rapid expansion of the food and agricultural
inputs and equipmeant, especially small tractors, irrigation

pUmPS ;
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To meet the basic needs of the people hy increasing
production of essential consumer goods like cloth,
especially ready-made garments, medicine, paper, sugar and
i dairy products;

d) To solve the problem of housing by increasing the
production of building materials, mainly cement, bricks and
reinforcing bars;

e) To create wider employment opportunities through providing
100,000 new jobs per annum;

£) To enhance the balance of payments position and encouraging
private local and foreign capital to invest in export-
oriented industries;

g) To improve the balance of payments position through
accelerated growth of import substitution industries and
encouraging private local and foreign capital to invest in
export-oriented industries;

h) To develop an indigenous technology base to accelerate
economic development through the effective utilization of
the centres of applied research;

i) To increase the participation of the private sector in
industrial investment, especially in basic needs industries;

j) To support small-scale and artisinal industries by the
financial means, choice of technology and co-operative
activities;

k) To meet the problem of transportation by increasing
production of buses, trucks and small passenger cars;

1) To increase the domestic manufactured components in the
assembly industries such as cars, TV sets, refrigerators,
etc.;

m} To encourage foreign investment in industries where
technical know-how is not available locally, the technology
is complex, the raw material is found locally and the
product is intended primarily for the export market;
priority is given to energy saving industries;

n) To complete the ongoing projects which can yield returns in
the period of the Plan; 60.6 per cent of investment is
allocated to few new projects.

3.7 Industrial policy relating to foreign investment

Nearly two decades of extensive industrialization have laid the

foundation for absorbing significant investment funds. Egypt invites the
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participation of foreign investors in projects combining (a) indigenous
labour, management and other resources; (b) Arab and foreign capital; and

(¢) foreign technology and msnagement. Foreign investors will find a
generally favourable investment climate and a wide range of specific
investment opportunities. Egvpt requires investment of many types to generate
employment cpportunities and to achieve export expansion. Foreign investment
is sought in nearly all sectors. Free zone facilities have been created for
investors who may wish to avail themselves of Egypt's exceptional attractions

as a base for export promotion.

The Genersl Authority for Investwent and Free Zomes (GAIFZ), established
in 1971, controls most foreign investment activities which are governed by the

1
provisions of Investment Law No. 43 of 1974.7

In June 1982, some 700 Arab private investors, mostly from the Gulf
sub-region, co-founded the Gulf Company for Investments, within a strategy to
orient Arab private investments to the Egyptian economy under the Free Zones
system and the open--door policy.zl The Company is toc invest at least
50 per cent of its capital inside Egypt, with or without foreign partners;
the rest of the capital may be invested outside the ccuntry. The Company has
elrcady promoted several industrial and infrastructural projects, some through

joint-venture with foreign interests. Among projects already started are:

(a) The Company for palm oil production at E £37,444 million capital and
E £21.5 millicn of investment cost.3/

{b) The Company Nimetz International for the production of Iced Desserts; the
Gulf Investment Company took a 50 per cent equity in the former company
by paying $4.0 million as contribution to its capital and $8.5 million
for the investment costs.

1/ Main provisions and privileges under Investment Law No. 43 of 1974 are
provided in Appendix C.

2/ "The Gulf Company for Investments in Egypt: the Achievements and the New

Phase”, In: Al-Iqtissed Wa-Al-Amal Arab Monthly, No. 76, Beirut, Lebanon,
November 1985, p.75 (in Arabic).

3/ The company took a 20 per cent share in the Malaysian Sime Darby, a
leading company in palm oil production.

e e e e
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(c) The Shioyard Project "Stainless Steel™ at E £2.5 million capital and
E £6.0 million of investment cost.

(d) An adhesives Project &t a capital of E £2.1 millioa and an investment
cost of E £4.625 miilion.

The Gulf investments company also took equities in the two Egyptian
companies: the National Company for Food Security and the Engineer National
Company. At present, the Company is completing the constitution of its

authorized capital after it has been rzised from $120 million to $150 millinn.

In spite of the multiple incentives offere? to foreign investment under
the Egyptian investment rules, the US investments have been concentrated on
only two sectors, namely oil and banking; hardly extending into the other
sectors of the Egyptian economy. Thus, 86 per cent of total US investment in
Egypt is today concentrated in the oil sector. Considering the traditional

preterence for oil extracting, the data suggests that the only innovation in

e e i .

the US investment's sectoral priorities is that of banking; no significant

investment went to other sectors of the Egyptian economy.

To attract US and other foreign investments into sectors of the economy
where the Government is offering attractive business opportunities, the
US Chamber of Commerce recommended (a) the abolition of the State's subsidies
to the main consumer commodities; (b) the rationalization of the customs
regulations by simplifying presently complex customs dispositions; and (c¢) the

abandonment of the multi-rate system applied to hard currency exchange.

The study suggests that by introducing such measures the Government cculd
further attract foreign investments into the economy, especially from the USA,

1
while re inforcing the role of the private interests in those investments.”

According to figures published by the Egypt's Investment Authority,
foreign investment as of November 1985 totalled $350 million. The Government

is u2termined to improve the climate for investors as a means of increasing

1/ Arab Daily, London, June 1, 1985.
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exports and employmert opportunities. Recently the Government decided to give
substantial push to the private investors. Now foreign investors are entitled
to a ten-year tax holiday instead of five years. The Government has also

decided to establish a special section in the Prime Minister's office to find

quick solutions to buresucratic obstacles faced by potential investors.

7 3.3 The institutional framework for industry

The institutional framework to support industrial development in Egypt

consists of the following bodies, classified into seven broad categories.

1. Institutions comcerned with the formulation of national industrial plans

and policies and with the determination of industrial priorities as part

of the overall plans and economic policies:

1. The Ministry of Planning prepares ail plans and i
formulates policies for their implementation. ’

2. The Ministry of Industry formulates development and

investment plans, programmes and policies for both

the public and private sectors.

Before the adoption of the open-door policy all the public and
private industrial enterprises were supervised by the Miristry of
Industry and Mineral Wealth. It has been entrusted with
formulating development and investement plans, programmes and
policies for both the public and private sectors. Its affiliace

the General Organization for Industrialization (GOFI) prepares

industrial investment schedules to direct private investment into
desired areas. Private industrial enterprises are authorized and

controlled by this Organization.

Part of the civil manufacturing production has been supervised
by the Ministry of Defence and national defence production in so
far as products are produced in factories which belong to the

ministry.

After the adoptiou of the open-door policy the institutional
framework to support industrial development in Egypt became quite

dispecsed. Besides the part played by the Ministry of Planning,
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tke role of the Ministry of Industry as the main entity supervising
the manufacturing sector has been limited. Supervising cotton
ginning, flour milling, tea packing and bakery production has Lteen
transferred to the Ministrcy of Supply. With effect from the
beginning of 1976 the wine and spirits industry was placed under
the supervision of the Ministry of Agriculture, the paper industry
under the supervision of the Ministry of Information, the cement
industry under the supervision of the Ministry of housing and the
medicine industry under the supervision of the Ministry of Health.
Now 15 to 20 per cent of the civil manufacturing production is

under the supervision of the Ministry of Defence.

As a consequence, only 70 per cent of the public sector
manufacturing output is produced in the enterprises which are

supervised by the Ministry of Industry.

With the open-door ponlicy, an autonomous body under the name of

the Public Authority for Investment and Free Zones has been

estahblished. Later the Ministry of Investment and International

Relations was established to which the Public Authority for

Investment and Free Zones was affiliated. 1In 1935 the Ministry of

Investment and International Relations was terminsted and its tasks
have been entrusted to the Ministry of Planning, and the Public
Authority for Investment and Free Zones is now its affiliate. Tt
is entrusted with authorizing and foliowing up of the Egyptian and
joint enterprises established under the Investment Law No. 43 of

1974 concerning investment and Free Zones.

Streamlining and simplifying the institutional arrangements
between different ministries and sgencies responsible for the
sector are very essential for the further development of t'e
manufacturing sector. Not less important are the measures which

have been recently taken by the Government with the aim of:

- giving greater financial and institutional autonomy
to the public sectecr enterprises including a greater
role in determining and financing their investments;
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- according greater price flexibility to the public
sector enterprises to bring financial and economic
profitability more closely in line; and

- granting the public sector enterprises the authority
to pay market wages for labour, thus enabling them to
attract skilled labour which is at present an
important constraint affecting productivity, and at
the same time reduce somewhat the burden of the large
unskilled labour force and the gradual termination of
forced employment policy.

In the early 1960s various public organizations were established by
the Governmeat for the development and supervision of the public
subsectors of industry. These public organizations were terminated

in 1977. But in 1983 they were replaced by specialized public

authorities in various subsectors. Each authority is entrusted
with the task of co-ordinating and following up the production and
financial plans and programmes of the enterprises comprised in the

subsector.

Investment promotion and financing bodies or corporations which

provide finance to industry in both public and private sectors in

addition to the Ministry of Finance:

1. The National Investment Bank (established in 1982 and
entrusted with the finance of the public sector
industry on behalf of the Ministry of Finance)

2. Four public sector commercial Banks

3. Private foreign and local commercial and Investment
Banks

4. 1Industrisl Development Bank which is entrusted with
the finance of the private sector industries
including small industries.

Institutions concerned with the training of management personnel,

the on-the-job training and vocational training:

1. The Academy of Sadat for Management Scie. s (ex
National Institute of Management Development)
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2. The Central Organ for Management. The above-
mentioned institutions are supervised by the Minister
of State for Management Development.

3. Productivity and Vocational Training Department
(PVID) within the Ministry of Industry. It has 40
training centres and has a capacity to train 13,009
annually. Iwenty-five training centres are under
construction and the total number of trainees
annually is expected to be 26,000.

4. The Workers' Centre for Training under the
supervision of the Ministry of Labor.

Institutions concerned with specific responsbilities as the
determination of standards and quality control of industrial

products, namely, the Geaeral Orpanization for Standardization.

rndustrial research and development institutioms:

1. The Academy of Scientific Research and Technology
2. 13 Universities

3. The National Centre for Research

4. Industriel research and development Centres in the

main industrial subsectors supervised by the Ministry
of Industry.

Private organizations concerned with the general or specific

problems and interests of the private sector industries:

1. The Federation of Egyptian Industries who looks after
the interest of the private sector industries.
Recently it formulated and implemented a programme for
supporting small and artisanal industries.

(28]

The General Commerce of Trade and its regional branches

3. The Egyptian-British, and Egyptian-American, etc.
commerces of trade.
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4. RESQURCES FOR INDUSTRIAL DEVELOPMENT

4.1 Human rescurces

The growth rate of labour supply (2.2 per cent) has lagged behind the
population growth rate (2.5 per cent). This is partly due to the very low
female participation in the 'abour force (9 per cent) and partly because of

the large share of population below age 14 (about 40 per cent).

Between 1974 and 1981/82 the structure of employment changed quite
noticeably. The relative shares of services and distribution sectors
increased while the share of agricultural employment declined and the share of
manufacturing and mining stagnated at arcund 12 per cent. Tabhle 8 shows the

structural changes in employment in the manufacturing sector.

The stagnation in agricultural employment was more than offset by the
very rapid growth of employment in industry and services sectors, which
enabled total employment to grow at a rate faster than that of the labour
force. The large increase in service employment is partly due _> an increase
in private commercial activities following the impetus provided through the
open-door policy, and partly due to an increase in government employment kased

on a policy of guaranteed employment for university graduates.

Table 8. Structure of employment, 1974-1981/82
(in thousands)

1974 1981/82
Per cent of Per cent of
Number total Number total
Agriculture 4212 47.0 4248 37.0
Industrya/ 1546 17.0 2218 20.0
Services 3272 36.0 4983 43.0

Source: National Bank of Egypt.

8/ Industry includes manufacturing and mining, petroleum, construction,
electricity and public utilities.
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The rapid increase in industry and service employment coupled with a
iarge outflow of working population abroad, mainly to other Arab countries,
has resulted in a gradual tightening of the labour market. Despite the
present absence of significant aggregate excess supply of labour, employment
became more acute with respect to the growing sectoral and skill imbalances in
the labour market. For example, there is ex:ess demand for construction,
agriculture and skilled industrial workers, while there is an excess supply of
university graduates and general industry workers. Virtually, there is

significant disguised unemployment in the public sector enterprises.

Migration and the pattern of investment have tended to exacerbate the
sectoral imbalance. New investments in industry have augmented the capital
intensity of production. This has caused an increase in the demand for
skilled labour and an excess of unskilled workers in industry. At the same

time outward migration has caused &« large reduction in the supply of skilled

D

industrial and construction workers. There has also been a large out-flow of
labour from agriculture, both to domestic urban sector and to other countries,
causing an excess demand for agricultural workers and a sharp increase in
agricultural wages. While this has tended to narrow the urban-rural wage
differential, it has induced a large mechanization programme and consequently
a large increase in demand for skill (industrisl and semi-industrial workers)
in the agricultural sector. In the face of the downward slide in oil price in
early 1986, 1C to 15 per cent of Egyptians working abroad are forced to return

home. This may reverse the above trend in the domestic economy.

The Government has attempted to correct some of these sectoral and skill
imbalances by sponsoring special formal and informal training programmes.
Such programmes have achieved limited success only in easing the skilled

labour supply bottlenecks.

The current absence of large open unemployment is the consequence of very
favourable developments which took place during the 1974-80 period which have
kept the demand for Egyptian labour in Gulf States at high levels. There are
clear indications that these have now reversed. O0il prices have fallen quite
dramatically which has tended to lower the flow of resources linked to

petroleum. The main impact of this has been a slow-down in the rate of growth

of public investment since 1981/82. Remittance income and domestic private

"
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investment have also decelecated, compared witl the last few years. The
effect of a reduction in the rate of growth of investment will show up in

terms of a fall in the rate of labour absorption in the Egyptian economy. <

4.2 Agricultural rescurces

7 Agriculture accounts for about 16 per cent of GDP and 40 per cent of
total employment. In contrast to a strong past performance of GDP,
agricultural grow h averaged about 2 per cent per annum during the 1970s.
Aided by favourable weather conditions and the introduction of new varieties
of seeds, agricultural production grew by an average of 3 per cent per annum
during the first three years of the 1980s. At the same time, demand for ; ;
agricultural products grew rapidly reflecting population growth as well as ‘
improved incomes. The decline in domestic production was compensated by

sizeable imports of agricultural trade balance as well as an erosion of

exports As a result, the agricultural trade balance, which showed a surplus
of $300 million in 1970 recorded deficits of $800 million in 1977 end an
estimated $2.7 billion deficit in 1981/1982. Self-sufficiency ratios for {
principal agriculfural commodities have deteriorated remarkably between 1960

and 1981 as shown in Table 9. '

As most of the agricultural products serve as inputs to the main
industries in Egypt, e.g., textiles, food and paper, the decline of the
agricuitural production has affected these industries directly anc indirectly
due to shortages in domestic supply and heavy dependence on high cost
imports. Egypt's agricultural land is highly productive and intensively \
cropped, with yields considerably above world average and good potential for

even higher yields.

Nevertheless, the extremely limited supply of land, rapid urbanization
which steadily erodes agricultural land, and the deterioration in soil
conditions due to over-irrigation and inadequate draining system have resulted
ir a steady decline in crop production and place limits on the growth of the

agricultural sector.

In developing the agricultural sector, difficult choices are encountered

between encouraging increas2d acreage for industrial and exportable crops such




- 43 -

Table 9. Domestic supply of agricultural commodities as per cent of
domestic consumption, 1960, 1974 and 1981

Agricultural commodities 1960 1974 1981

Basic Food Commodities

Wheat 69.8 36.8 24.8
Maize 94.0 86.6 71.1
Sugar 114.2 96.0 53.2
Beans 100.4 92.5 69.8
Lentils 92.3 81.5 5.6
Edible oils 95.4 49.7 31.6 ’
Exportable Field Crops ‘
Cotton 400.0 211.0 149.6 )
Rice 143.9 111.2 101.7
Onions (fresh only) 148.2 116.6 107.6
Ground nuts 121.6 138.9 138.6
Fruits and Vegetables
Citrus 106.8 120.3 114.0
Potatoes 135.1 118.2 113.6
Totmatoes 100.4 100.1 100.1
Livestock Products
Red meat 94.5 99.7 73.3
Poultry 100.0 99.2 62.8
Fish 94.5 92.4 53.6
Milk 94.2 92.5 62.2

Source: Ministry of Agriculture, The strategy of Agricultural Development in
the 1980s. Seotember 1982,

as cotton, rice, sugar cane, fruits end vegetables, in order to raise export

earnings and food grains for achieving self-sufficiency in food and reducing

food imports.




Table 10, Agricultural, tishery and torestry production.

’ 1901-1984 (selected vears)
.
y
Description Unit 1961 1963 1970 1975 1982 1983 1984
PRODUCTION -
Agricultucrsl production (*000 MT)
Totel cereals 5,009 6,138 7,478 8,120 8,522 8,700 8,725
Root crops 50% 560 665 838 1,400 1,360 1,420
Total pulses 237 479 364 336 328 364 35S i
Otl crops 13 196 7 145 185 186 175 ;
Total mest 296 321 310 397 490 507 552
Milk total 1.166 1,161 1,598 1,788 1,929 1,980 2,005
Livestock (number) (*000) |
Csttle 1,523 1,608 2,115 2,102 1,826 1,828 1,82%
Sheep 1,952 1,855 2,066 1,926 1,39 1,420 1,450 |
Goats 1712 187 1,155 1,321 1,498 1,499 1,500
Pigs 14 11 15 15 15 15 15
Fishecy production (000 WI)
Preshwater & disdrom 53 63 SA 15 110 112 .. 1
Macine fish 29 32 23 29 24 25
Shellfish 3 7 2 2 3 4

Aquatic plants

Forestry production

Fuelwocd & charcosl (000 CW) 80 90 1,342 1,509 1,801 1,845
Industrisl roundwood ('000 W) b} 60 635 S 89 90
Sawnwood & panels (1000 M) 5 34 34 40 33 33
Paper (*000 WT) 50 106 i2¢ 106 110 110

NAJOR COMMODITIES

(AG » P1 + PO production)

Cotton lint (*000 MT) 336 521 509 382 460 421 390

Msize (*000 NT) 1,617 2,181 2,397 2,781 3,347 3,510 3,600

Tomstces (*000 MT) 869 1,242 1,555 2,107 2,657 2,500 2,600

Buffslo meat (*000 MT) 83 92 93 106 127 121 134

Rice, peddy {*000 NI) 1,142 1,789 2,604 2,423 2,481 2,440 2,540 1
Buffslo wmilk (000 MT) 161 Tas 1,005 1,136 1,250 1,300 1,220

Wheat {000 WT) 1,430 1,272 1,519 2,033 2,017 1,996 1,815

Cattle meat (*000 MT) 16 85 117 124 116 116 130

Chicken mest A6 L1 33 63 90 117 134

Freshwater disdrom (*000 NT) 33 63 54 15 110 112

Source:  FAO, Country Tables, Basic bata on the Agricultural Sector, 1985,
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The current Five -Year Plan eims at achieving an annual average growth
rate of 3.7 per cent in agricuitural value added. This is substantially
L higher than the growth of crops with high econoric returns including tke main
export crops, cotton and rice, and the more efficient import substitutes such

as beans, sugar cane, wheat and dairy products.

4.3 Energy resources

Although Egypt is a significant energy producer at present, energy
resources are limited. The main sources of commercial energy are petroleum,
natural gas and hydro-power; only small deposits of coal and nuclear fuels are
known to exist. 1In 1970, about two-thirds of electricity generation was based
on hydro and one third from fuel oil. By 1980, the proportion of hydro had
fallen to just over half, fuel oil had risen slightly to 36 per cent, and
natural gas contributed 11 per cent of generation. With the completion of
Aswan Hydro Power Scheme, 80 per cent of Egypt's hydro electricity potential E

has been exploited.

Proven oil reserves have increased in recent years but so have their
exploitation (see Table 11). As part of the plan to boost oil production and
maintain a surplus for export, as meny as 13 new exploration agreements were
signed in 1984. Four leading companies are to spend $201.7 million on
exploitation.l/ At the current rate of production, proven reserves are
estimated to last less than 12 years. The new discovery in Western Desert
during 1985 provides a potential basin. Gas resources are more abundant and
current rates of use do not threaten to rapidly deplete reserves. The
Government is also embarking on an ambitious nuclear programme, but this is ‘
considered an extremely costly approach to generating new energy. Total
investment in this programme is estimated at E £30 billion at 1980 constant

prices.

The growth of energy demand in Egypt has been extremely rapid. Because

of exceptionally low energy prices and shifts in the structure of procduction

1/ Mining Annusl Review, London, 1985.
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Table 11. Proven oil resources, 197/8-1982

(in billion barrels)

Reserves/OQutput
R 1978 1979 1980 1981 1982 Ratio
y
3.2 3.1 2.9 2.9 3.3 14 per cent

Source: OPAEP Le Petrole et le Gaz Arabes, "Reserves
provies de petrole™ Vol. XV, No. 344, 16 Juillet
1983.

o e

towards more energy intensive secturs, the demand for petroleum products and
natural gas has grown since 1974 by about 13 per cent per annum and that for

electric power by about 14 per cent, much faster than the growth in total

output.

The share of industry in total electric power consumption has decreased
from 70 per cent in 1975 to 60 per cent in 1981. The share of the agricultural
sector is insignificant, while that of commercial and residential sectors has
been rising substantially. The high growth rates of energy consumption are
encouraged by the very low prices of energy. Domestic energy prices are only
a fraction of international prices; on average they are about 20 per cent of
world market prices. Adjusting energy prices supported by a simultaneous
programme of energy conservation and enecgy rationalization can slow the
growth of demand for energy. However, many industrial technologies have been
selected in Egypt in the face of very low energy prices and could be replaced

with more energy-efficient production technologies.

4.t Mineral resources

Apart from oil and gas, Egypt's mineral resources continue to be small by
internationa] standards. Only iron ore and phosphate rock are available in
significant quantities. Gypsum, limestone, salt, clays, barytes, kaclin,

talc, fluorspar, fel-.par, quartz and silica sand are also produced. There

are plans to increase gypsum production to 1.5 million tons a year by 1986/87,
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particulacly to meet the rising demand of the construction industry. Egypt

continues to be one of the few world producers of natural sodium carbonate.

Cther mineral discoveries include that on kaolin, reported in mid-1984 to
have been made in the southern part of Sinai, which is stated to have raised
Egynt's rreviously limited resources of this mineral from only 3.5 million
tons to 105 million tons. Copper mining also occurs in southern Sinai and

1
regional geochemical exploration is being continued.™

4.5 Financial resources

According to the current Five-Year Plan (1982/83-1986/87), investment in

the industrial sector will amount to E £8516.9 million (or 24.8 per cent of
total planned investment compared with 29.2 per cent of total investment in
the period 1977-1981/82) with nearly 79 per cent originating in the public
sector or E £6841.9 millions and the balance E £€1775.0 (21 per cent) for the

private sector.

The general rule followed in allocating public investments is to provide
a continuity with the exis%ing investment programme. As a result of this

policy, most public sector investments tall under:

a) repiacement, innovation and rehabilitation (21 per cent); and i

b) expansion of capacity in existing investments and completion
of projects which ace in an advanced stage of implementation

(61 per cent).

Compared with the previous Plan, there is somewhat greater emphasis on
commodity production and social services. Within commmodity produci.ion there
is a shift in favour of agriculture, electricity and public utilities. 1In the
past the poor performance of these sectors together with inadequate transport
constituted major hottlenecks for industrial development. Industry gets a

relatively lower share of total invectment in the current Plan. Despite these

1/ Mining Annual Review, op. cit., p. 457.

e e et i e
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relative changes in investment allocsiion, the main emphasis of the Plan
remains on industcy and transport. There is a sharp contrast in public and
private sector investment allocations. The largest share of private
investment is in housing (53.6 per cent) followed by industcy (21.7 per cent)
and agricultucre (9.7 per cent). Vicrtually the share of industry in totai
public sector investments has declined from 29.2 per cent in the previous Plan
(1977-1981/82) to 21.7 per cent in the current Plan. Public sector
investments concentrate largely on industry (25.7 per cent), transport

(20.7 per cent), electricity (10.7 per cent), public utilities (10.7 per cent)
and agriculture (10.2 per cent). The currency composition of total ianvestment
indicates a foreign content of only 36 per cent. The low rate of growth of

capital goods imports is based on this.

Emphasis is put ¢n investment in industries producing (a) agricultural

inputs (refined sugar, textiles, fertilizers and livestock feed);

(b) construction materisals, cemeat, reinforcing bars, glass and bricks; and
(c) transport equipment, mainly trucks and passenger cars, and basic consumer

goods (food, mainly refined sugar and wearing apparel-textiles).

The Plan aims at increacing domestic savings from 12 per cent of GDP in
1981/82 to 24 per cent of GDP in 1686/87. Consequently a lower proportior of
investment will be financed by foreign savings and the current account deficit
is to fall from around 10 per cent of GDP to less than 2 per cent of GDP.

Private investment is expected to rise faster than public investment.

In order to encourage investment in industry the monetary authorities

instituted a number of credit control measures which include the following:

a) Credit to the private sector for commercial purposes could grow by no
more than 9 per cent.

b) Since July 1982 the maximum lending rate for industry and agriculture
has been fixed at 13 per cent; for the services sector the maximum is
15 per cent and the minimum is 13 per cent, while for commercial
activities the minimum rate is 16 per cent and there is no maximum
lending rate. 1In the past, unified interest rate was imposed on
credit to all activities.

c¢) A determinating business profit tax in favour of production sectors,
mainly industry, and against commercial activities. In the past
profits from commercial activities were taxed at the same rate as
production activities.
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4.6 Role of technical co-operation in _industrial development
Egypt is one of the largest recipients of development assistance. Of the

total net disbursements of Official Development Assistance from OECD countries

($2.129.4 million) to countries north of <ebara in 1983, Egypt received J

$1.444.3 million. Egypt appealed to the recent Tokyo summit in 1986 to ‘

establish a $30 billion Middle East development fund to assist countries in

the region suffering from financial difficulties as a result of the oil price

collapse.

Technical assistance provided by UNIDO totalled $1,683,516 in 1985.

UNINO is involved in a number of industrial projects in Egypt (see Appendix B).

textile, sugar cane, plastics for agricultural purpose, electreonic, cement and

|

The most important of these include assistance for the development of the 1
metallurgical industries. Assistance is also rendered in the field of ‘
i

management information systems, industcrial consultancy services, industrial

training and industrial capacity utilizalion. UNIDO further participated in
the ectablishment of a multi-purpose pesticide pilot plant in addition to its
participation in promotion of bentonite use in agriculture, engineering for
petroleum and processing industries and in energy conservation in industry.
UNIDOC assistance is also sought in some pipeline projects, Fertilizer
Uevelopment Centre - Fnod Development Centre, small-scale industries and

deve lcpment of capital goods.

Technical scsistance is needed in crucial areas of research, development,
training, management and marketing. UNDP and UNIDO hsave actively contributed
to the establishment of 15 research and development centres affiliated to the +
General Corporations of textiles, food, metallurgy, engineering and chemical
industries. More than $20 million from UNDP/UNIDO and E £100 million from the
Government were donated towards the establishment of these centres which
employ 2,000 engineers and technicians. The programme for the industrial
sector in the next Country Programme Cycle (1987-91) is expected to be within
$10 million from indicated planning figure sources and $5 million equivalent

from government cost- sharing funds.

Priority areas and project ideas/concepts identified by the Ministry of

Industry for the possible inclusion in the Country Programme, 1987-91, are:

Food Development Centre, Fertilizer Development Centre, pesticides
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development, capital goods, energy conservation, plastics in constcuction,
textile fashion design, industrial advisory services for private sector,
industrial consulting services, high technology application programme, feeder
industry to automotive industries, better utilization of idle capacity and

electronic development.

There is also need for technical assistance in marketing products
especially for exports. The marketing assistance could be in the form of
undertaking and supervising macrket research studies to promote Egyptian
products in target markets and to help foreign buyers locate appropriate
suppliers. This would supplement the country's export promotion efforts. 1In
the process of rehabilitation and expansion of existing plants, priority in

technical assistance could be accorded to textile, fertilizer and cement

industries which need urgent restructuring to accommodate new technologies.
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Appendix A

Statistical Tables
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Table A-1. Products of food and associated industries, 1975 - 1980/81
('000 tons unless otherwise indicated)

Product 1975 1976 1977 1978 197% 1980 1980/81
White sugar crystal 269 296 302 344 345 360 373
Refined sugar 264 278 301 286 272 256 246
Glucose 39 43 47 37 34 40 42
Cane syrup 60 60 62 14 74 14 74
Molaesses 253 293 302 274 283 297 294
Cotton seed oil 157 151 167 171 173 196 208
Hydrogenated oil 132 128 138 151 160 159 154
Oleaginous seed cake 472 356 438 430 429 517 540
White cheese 121 134 138 147 155 162 164
Processed cheese 10 13 13 15 14 15 17
Pasteurized milk 41 54 69 73 70 52 33
Dehydrated vegetables 4.9 5.3 7.3 5.2 5.3 6.6 6.2
Canned vegetables 5.6 9.6 9.7 8.0 4.6 6.3 6.8
Canned sardines 2.8 3.0 3.4 3.9 5.2 5.1 5.0
Tomato paste 2.9 3.0 2.7 5.8 3.9 5.2 4.8
Pasta 74 79 89 97 100 102 108
Soft drinks

(mn bottles) 782 958 1,192 1,390 1,429 1,435 2,222
Beer (mn litres) 29 30 38 42 36 42 46
Wine (tons) 1,955 1,089 1,283 1,662 1,459 .. 1,587
Alcoholic drinks

(*'000 litres) 680 645 640 621 636 639 633
Alcohol (mn litres) 32 30 32 30 24 26 26
Cigarettes (bn) 20.9 23.2 25.1 27.6 29.9 30.6 33.0

Source: The Economist Intelligent Unit, Egypt in the 1980s: The Challenge,
Special Report No. 158, 1983.
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POOD TEXTILES CHEMICALS METAL PRODUCTS AND ENCINEFRING
Pabri-
Beverage Rubber Light Iron cated China
Edible & Mfg. Cotton a/ Other Basic 3 Cons., [ Tranep. Metsle Elect, [3
Qils  Tobecco Pood Products Textiles Paper Chem. Pert. Plaetic Goods Steel Equip. & Mach, Mach, Cless
Growth Rate of:
Gross Output 13.6 11.7 9.2 0.5 (3.2) 3.2 9.3 14.9 23.8 12.9 -2.2 5.8 12.1 3.4 17.0 ).4
Capital Input 4.6 7.8 5.3 3.8 (3.8) 1.4 8.2 4.4 3.% 4.9 3.8 7.2 1.5 5.2 5.2 3.8
Labor Input 0.6 2.6 37 0.6 (0.6) 2.3 2.3 7.0 98.1! 2.8 -0,? 5.7 1,6 1.0 6,2 -1,?
Material Input 1.3 5.9 7.2 -0.6 3.9) 1.8 9.4 14,7 17.7 15,3 -3.6 3.9 10.0 b,l 16.4 3.6
Total Pactor Productivity
Change 7.6 6.0 3.5 -2.0 (-0.2) 1.4 2.3 3.0 13.2 -1.6 -1.3 0.7 4,% 0.5% 3.8 -0.?
Contribution to Growth by: b/
Capital laput 8.5 2.0 15.6 253.9 (57.3) 9.4 29.8 4.3 6.9 2.1 -33.9 19.6 1.0 319.4 0.A 26.9
Labor Input 0.7 0.7 13.8 44,5 (0.3) 0.0 7.6 8.7 0.0 0.0 2.2 23.3 4.6 9.8 5.2 0.0
Material Input 3u.8 48.6 33.0 216.5 (46.6) 4?7.3 37.4 66.5% 37.9 110.0 70,2 46,0 57.0 37.3 71.6 77.?
Total factor
productivity change 56.0 50.6 37.8 -4164.9 (-4.2) 43.2 25.2 20.5 55.3 -12.2 61.4 11.2 37.4 13,9 22,9 -4.%
Growth Rate of:
Capital-Labor Ratio 4.3 5.4 1.6 3.2 (3.2) -0.9 6.5 -2.6 =47 2.1 3.9 1.9 -0.1 4,2 1,0 4,6
Output—-Capital Ratio
(Capital Productivity) 8.8 4.0 3.9 -3.3 (-0.6) 1.8 0.5 10,4 20.4 8.0 -5.9 -1,4 10.6 -1.8 11.8 -0.1
Output-Labor Ratio
\Labor Productivity) 13.0 9.4 5.5 =0.1 (2.6) 1,0 7.0 7.8 15.7 10.1 -2.0 0,2 10.5 2.6 12.8 4.6
Output-Material Ratio
IMaterial Productivity) 6.3 5.9 2.0 -2.8 (-0.7) 1.4 -0.1 0,1 6.1 -2.4 1.4 1.9 2.0 -0.7 0.5 -0.2
. veld Bank, Arab Republic ol Eavpt: lssues of Trade St rategy and lovestment Planning, Report No, H136-147,
oy L, 198RS
! < in parenthesces pertain to the physiv 1l ienput and output series,
T Ve arowth otates of inputs divided by ogross ourput o growth o rates.
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Table A-3. Public and private sector indvstry performance ratios,
1976-1981/82 (selected years)

(EE in constant 1975 prices)

1976 1978 1980/81 1981/82
Pub. Priv. Pub. Priv. Pub. Priv. Pub. Priv.

S GDP per Ef 1 of 2.09 6.9 1.46 3.7 2.04 2.03 1.67 3.0
P investment

GDP per EE 1 of wages

& salaries 1.84 3.20 1.71 2.98 2.14 2.86 2.06 3.06
GDP per person employed 849 699 900 765 1,056 696 1,089 779
Wages & salaries per

person employed 462 218 5217 256 492 243 528 253
Imports per person

employed 2,671 1,038 2,690 1,607 ce ... 3,631 1,293
Imports per EE 1 of GDP 3.15 1.48 2.99 2.10 . e 3.33 1.66
Imports per Ef 1 of

investment 6.75 10.20 4.36 7.83 R . 5.57 5.00
Exports per Ef 1 of GDP 0.99 0.43 0.76 0.30 .o .o 0.34 0.06

Exports per Ef 1 of
Investment 2.06 2.98 1.32 1.11 e . 0.56 0.19

Exports per person
employed 837 303 682 229 ces cun 368 50

Sources: World Bank, Arab Republic of Egypt: Small- and Medium-scale Industry
Project, 1984, p. 34.

Note: Data are based on domestic prices and various exchange rates and are
not valid for international comparisons. Imports exclude consumer
goods. Both imports and exports are in us$.




Tatle A-4. Troduct mix of traded manufactured goods,

Meat and meat preparations

Dairy products and eggs

Fish n.e.s. and fish preparations

Rice.glazed or polished not otherwise worked
weal and flour of wheat or of mesltin

Cereals preparat. & starch of fruits & vegetab.
Dried fruit

Fruit.preserved and fruit preparations
vegetables.ioci(s & .ubers.preserved or prepared
Sugar ,sugar preparations and honery

Coffee extracts,essences,concentrates & similar
Cocoa powder ,unsweetened

Cocoa butter ang cocoa paste

Chocolate and related food preparations

Tea and mate

Feeding-stuff for animals

Miscellaneocus food preparations

Beverages

Tobacco manufactures

Crude rubber .synth. 8 reclaimed(excl1.SITC 2311)
wood,shaped or simply worked

Pulp and waste paper

wWool shoddy

wWool or other animal hair,caraed or combed

wool tops

waste of wool and other animal hair n.e.s.
Cotton

Synthet tc and regenerated(artificial) fibres
waste materials from textile fabrics(incl.rags)
Petroleum products

Antmal and vegetable oils and fats

Animal otls and fats

Fixed vegetable olls.soft(inc1.SITC 422)

Animal and vegetable oils and fats processed
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Chemicals

Chemicals elements and campounds

Tar and chemicals from coal.petroleum,nhat. gas
Dyetng,tanning and colour ing materials
Megicinal and pharmaceut 1cal products
Essenttal olls and per fume matertals
Fertilize~s,manufactured

taplosives and pyrotechnic prodgucts

Flastic materlals,regenerated cellul. & resins
Cnhemical mater tals and products n.e.s.
manrufactured goods classified by materta)
Leather manufactured n.e.s. & dressed fur skins
Rubber manufactures n.e.s.

wood and cork manufactures(exc!).furniture)
Paper . paper bocard and manufactures thereof
Texttle yarn, fabrics.mace-up articles
Non-metallic mineral manufaciures,n.e.s.

Iron ana steel

Non-ferrcus metatls

Manuvactures of meral . n.e.s.

Machinery and transport equipment
Machinery,other than electric

Electrical machinery,apparatus ana aopliances
iransport equipment

Miscellareous manufactured articles
Sanitary.plumbing. heating & l1ightning fixtures
Furniture

Travel goods.hangbags and similar articles
Clothing

Footwear

frofessional,scient. & controll. instruments
Misce) taneous manufactured articles.,n.e.s.

TOTAL MANUFACTURES
10T4L: SITC 5-8 LESS 68 a/
TOTAL TRADED GOODS: SITC 0-9

Note:Data and SITC gescriptions refer to SITC revision
s/ Tnis table 1s based on the definttion of trade
or 4-01Qit codes comorising a wide range uf processing stages of manufactured

is one of the most

1t covers only items recognized as exclustvely manufactured gooans,i.e.
the Untted Nationc

a/ Definttion of trage in manufactures SITC -8

source. UNIDO data base;Infermation supplted by
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Table A-5,

Uestination of manutactured exports by branch of manufacturing, IQHQ;/

DESCRIPTION OF TRADE GOODS

Meat and meat preparations

Dairy products and eggs

Rice.glazed or polished not otherwise worked
Meal and flour of wheat or of meslin

Cereals preparat. & starch of fruits & vegetab.
Dried fruit

Fruit,.preserved and fruit preparations
vegetables,.roots & tuters,preserved or prepared
Sugar ,sugar preparations and honey

Chocolate and related food preparations

Tea and mate

Feeding-stuff for animals

Miscellaneous food preparations

Reverages

Tobacco manufactures

Wool tops

waste of wool and other animal hair n.e.s.
Cotton

Synthetic and regenerated(artificial) fibres
waste materials from textile fabrics(incl.rags)
Petroleum products

Animal and vegetable oills and fats

Fixed vegetable oils.soft(inc1.SI1TC 422)

Animal! and vegetable oils and fats processer!

WORLD
TOTAL

DEVELOPING
COUNTRIES
(PERCENT)
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PLANNEO

WORLD DEVELOP ING DEVELOPED MARKET ECONOMIES DEVELOPED
TOTAL COUNTRIES TOTAL USA EEC JAPAN COUNTRIES
SITC DESCRIPTION OF TRADE GOODS (1000 USS) (PERCENT) (PERCENT) (PERCENT) (PERCFENT) (PERCENT} (PERCENT)
5 Chemicals 38400 26.69 21.53 2.19 15.91 0.84 51.78
S1 Chemicals elements and compounds 2543 11.85 88.15 1.90 60.39 6.55 0.00
52 Tar and chemicals from coal,petroleum,nat. gas 148 0.00 100.00 0.00 3.49 0.00 0.00
53 Dyeing, tanning and colour ing matertals 456 §2.31 36.69 6.71 29.98 0.00 0.00
54 Medicinal and pharmaceut ical products 8336 97.08 2.92 1,72 1.195 0.00 Q.00
55 Essenttal otls and perfume materlals 25396 0.68 21.03 2.22 16.83 0.62 78.30
56 Fertilizers.,manufactured 524 88.42 11.58 0.00 11.68 0.00 0.00
58 Plastic materials,regenerated cetlul. & resins 758 98.70 1.30 0.00 0.00 0.00 0.00
59 Chemical materials and products n.e.s. 239 77.08 22.92 22.92 0.00 0.00 0.00
6 Manufactured goods classified by material 295948 11.89 61.81 2.04 54 .54 0.49 26.09
61 Leather manufactured n.e.s. & dressed fur skins 258 51.44 21.32 3.15 11.30 0.00 27.724
62 Rubber manufactures n.e.s. 37 100.00 0.00 0.00 0.00 0.00 0.00
63 wood and cork manufactures(exc!.furniture) 264 29.64 55,52 1.98 49,35 0.00 14.85
64 Paper .,paper board and manufactures thereof 734 53.44 0.00 0.00 0.00 0.00 46.56
65 Textile yarn, fabrics . made-up articles 166258 9.44 44 .78 3.55 34.28 0.04 45,61
66 Non-metallic mineral manufactures.n.e.s. 428 97.61 2.39 0.00 0.1 0.00 Q.00
67 Iron and stee) 7934 40.58 §9. 04 0.00 54.37 0.00 0.00
68 Nor-ferrous metals 115636 11,14 88.60 0.00 85.85 0.96 0.00
69 Manufactures of metal n.e.s. 4399 52.82 26.04 2.34 15.43 6.29 21.14
7 Machinery and transport equipment 410 93.07 6.93 0.00 6.56 0.00 0.00
71 Machinery,other than electric 132 95.87 4.13 0.00 4,13 0.00 0.00
72 Electrica) machinery, apparatus and appliances 189 88.67 11.33 0.00 11,33 0.00 0.00 3
73 Transpcrt equipment 89 98.29 1.71 0.00 0.00 0.00 0.00
8 Miscellareous manufactured articles 34764 56.18 26.43 3.28 20.96 0.08 *7.39 |
81 Santtary.plumbing.heating 8 lightning fixtures 273 897.20 2.80 1.76 0.50 0.00 0.4G
82 Furniture 2600 55.39 4,27 0.53 2.44 0.00 40.31
- 83 Travel goods.handabags and similar ariicles 1663 23.04 24.78 - 1,47 5.3% 0.00 52.19
84 Clothing 14474 17.41 54,04 6.75 46,22 0 3 27.64
85 Footwear 2323 99.59 D.«1 0.36 0.0% v. 00 0.00
86 Professional,.scient. & controll. instruments 8 100.00 0.00 0.00 0.00 0.00 0.00
89 Miscellaneous manufactured articies,n.e.s. 13424 93.A88 5.17 0.84 3.29 0,07 0.95
TO0TAL manufactures 1180644 12.89 56.13 1.18 39.45 5.52 18.32
TOTAL: SITC 5-8 LESS 68 a/ 253887 20.66 38.59 3.15 29.76 0.27 40.62
TOTAL traded goods: SITC 0-9 3120195 11,44 71.12 4,73 41,52 2.52 12.604
Note:Data and SITC drscriptions refer to S17C revision 1
igentifled SITC 3-digit

*/ Ints table 1s basud on the definition of trade in manufactures covering a 1ist of 148 specifically
or 4-gigit codes comprising a wide range of processing stages of manufactured goods.
a/ Dufinition of trade in manufactures S1TC 5-8 less 68 is one of the most often found.
1t covers only items recognized as exclusively manufactured goods,i.e. with a high level of manufacturing content,
Source: UNIDO data tase;Information supplied by the United Nations Statistical Office.
Note: Percentages may not add to 100.0 due to the fact that countries report trade to/from “unspecified areas”.




Table A-p. Origin of manufactured imports by branch of manufacturing,

Meat and meat preparations

Ualdry products and eyggs

Fish n.e.s. and fish preparations

Meal and flour of wheat or of meslin

Cereals preparat. & starch of fruits & vegetab.
Drted fruit

Fruit ,preserved and fruit preparations
vegetables,roots & tubers,.preserved or nrepared
Sugar ,sugar preparations and honey

Coffee extracts,essences.concentrates & similar
Cocoa powder ,unsweetened

Cocoa butter and cocoa paste

Chocolate and related food preparations

Tea and mate

ceeding-stuff for animals

Miscellaneous food preparations

Beverages

Tobacco manufactures

Crude rubber , synth. & reclaimed{exc1.SITC 231W1)
wood, shaped or simply worked

Pulp and waste paper

Synthet ic and ragenerated(artifictal) fibres
waste materials from textile fabrics(incl.rags)
Petroleum products

Animal and vegetable oils and fats

Animal olls and fats

Fixed vegetable oils.soft(inc1.SITC 422)

Animal and vegetable olls and fats pgrocessed

WORLD

TOTAL

(1000 USS)

239161
167474
22849
274555
4684

108444
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Chemicals

Chemicals elements and compounds

Tar and chemicals from coal.petroleum, nat. QAas
Dyeing, tanning and colour ing materials
Medicina) and pharmaceutical products
Essenttal) olls and per fume materials
Fertilizers manufactured

Explosives and pyrotechnic products

Plastic matertals,regenerated cellul. & resins
Chemical materials and products n.e.s.
Manufactured goods classtified by material

Leather manufactured n.e.s. 8 dressed fur skins

Rubber manufactures n.e.s.

wood and cork manufactures(exc).furniture)
Paper .paper board and manufactures thereof
Textile yarn, fabr ics.made-up articles
Non-metallic mineral manufactures., n.e.s.

Iron and steel

Non-ferrous metals

Manufactures of metal,n.e.s.

Machinery and transport equipment
Machinery,other than electric

Electrical machinery.apparatus and appliances
Transport equipment

Miscellaneous manufactured articles
Sanitary.plumbing. heating & lightning fixtures
Furniture

Trave)l goods. handbags and similar articles
Clothing

Footwear

Professional,.sclent. & controll. instruments
Miscellaneous manufactured articles,n.e.s.

TO0TAL manufactures
TOTAL: SI1TC S5-8 LESS 68 a/
TOTAL traded goods: S1T1C 0-9

WORLD

TOTAL

(1000 USS)

710088
1493£8
aa
60184
139320

7352459
5409083
9077949

Note:Data and SITC descriptions refer to SI1TC reviston 1

¢, This table 1s based on the definttion of trade
or 4-digit codes comprising a wide range of processing stages of manufactured

a’/ Definttion of trade in manufactures S!'I1C 5-8
1t covers only i1tems recognized as exclusively manufactured gQoods,i.e.
Source: UNIDO data base;Information supplied brh ?
2] ac

Note: Percentages may not aadd to 100.0 due to
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Sharcs of cxports and imports classificd according to level of processing, 1979 and 1982,

and trend growth rates, 19795-1980 and

1980-1982

CL ASSES (PERCENTAGE ) ( PERCENTAGE )
197% 1982 1975- 1980 1980- 1982
A Nom processed goods for furtner processing a3 65 71,00 2a.11 PRI
6 . Processea goods for furtner processing 22.49 8.08  10.66  -27.18
T Romiprocessed goods for fimal use 6.80 alaa T lslaa 17084
5 7 Processed goods for fimal use 27706 ie.a8 <1617 98 .74
Sum of classes: A+B+C+D In 100C current USS$ 140%3%3 3126??%
oA irage 517C 0.0 n 1000 current Uss " Thaower2 3120198

(PERCENTAGE ) (PERCENTAGE )
1975 1982 1975~ 1980 1980-1982
“hs.0a is.83 o711 38,78
“iaar is.oo | To.eo 26161
i T elssTeian w216
CTasise [ evsi et 3833

393%?30 906%88%
T wasrso ST

SOURCE : UNIDO data base:;Information supplied by the United Nations Statistica) Office,with estimates by the UNIDO Secretariat.

Note:Calculations are based on current us dollar prices.
Sum of classes and Total) trade figures should be ident ical.Discrepancies or
of countrys" trage reporting in general,but especially at

the 3-.4- and S-digit

zern values are due to lack
SITC level.

e ————— e —
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Impor ts Exports Trade balance
' Oescriptton of traded goods (S1icy  feeem oo mcoomee s o o (Exports less imports
' (Fercentage of 1ota\ trade) in 1000 current UJS 2)
| 1981 1982 1Q81 1982 1981 1982
) QILS_AND FAYS. . ..
Animal olls ang fats{411) 0.1 0.1 0.0 e ~4847 .1 ..
;B Fixed vegetable olls and fats(421/2) 1.3 1.6 0.0 0.0 -116020.9 -146603.0
Processed animal and vegetable olls and fats(a3i) 1.4 1.2 0.0 0.0 -119007 .7 -108422.6
CHEMICALS. .
Organic chemicais{512) 7 1.2 0.9 0.0 0.1 -100595.8 ~82930.6
- - Inorganic cnhem., coxides and halogen salts(513./4) 0.7 0.7 0.0 0.0 -59989. 0 -63877.4
; Dyeing, tanning and colouring materials(531) 0.3 0.3 0.0 0.0 -22900.2 -22456€.9
i Med icinal and pharmaceutical products(541) 1.4 1.5 0.2 0.3 -120477.6 -130984.3
‘ Plastics. cellulpse and artificial resins(%81) 1.4 1.6 0.0 0.0 -127040.3 -147672.1
FERTILIZERS__~
Nitrogenous fertilizers & related matertals(5€11) 0.8 0.1 . 0.0 o -13073.9
Phosphatic fertilizers and related materia]s(5512) 0.3 0.1 0.0 g.0 ~25231.0 -6513.0
Potassic fertilizers and related materialsisS613) 0.0 . . e A .
PETROLEYM e .
Petroieum, crude or partly refinea(331) e e 54.4 55.5
Petroleum products(332) 1.5 2.3 10.0 10.7 194120.1 126245.6
RUBBER e
Crude rubber, synthetic and reclaimed(231) 0.2 0.2 Ce .. .. Ca
Rubber materials. e.g.sheets, threads, niping(621) 0.1 0.1 0.0 0.0 11179.0 -13380.4
Articles of rubber., e.g. tyres, tubes(629) 0.9 0.6 0.0 0.0 77995.5 -568218.%
WOOD_AND FURNITURE i
WOod. shaped or simply worked(243) 3.5 3.0 Ce ces . e .
Pulp paper, including waste(251) 0.2 0.2 . . e e s
veneers, 01ywood. improved wood({631) 0.6 0.6 0.0 0.0 -51910.9 -51235.2
wood manufactures(632) 0.1 0.1 0.0 0.0 -7644.2 -5888.6
Paper and paperboard(641) 1.9 1.7 0.0 0.0 -164910.1 -155693.1
Articles of pulp, paper or paperboard(642) 0.2 0.2 0.0 0.0 -17220.8 -17071.8
Furniture(821) 0.2 0.2 0.1 0.1 -17885.1 -14918. 95
TEXTILES_AND_CLOQTHING.
Wool and other animal hair(262) 0.3 0.3 0.3 0.2 -16864 .4 -18277.3
Cotton{263) e e 14.8 13.4 . .
Jute(264) 0.0 0.1 Ve o Ve ..
Vegetable fipres, flax ancd hemp(265) 0.0 0.0 0.2 0.1 3789.9 2331.9
Synthetic and regenerated fibres(266) 0.2 0.2 0.9 0.0 -17704.6 -14830.9
Textile yarn ang thread(651) 0.5 0.7 4.9 4.0 108884 .8 61940.5
woven cotton fabrics(€652) 0.0 0.0 1.0 0.7 333%9.8 22536.7
woven textile fabrics(653) 0.2 0.1 0.0 0.0 -13640.0 -8141,1
Mage-up articles chiefly of textiles(656) 0.3 0.1 0.2 0.3 -21091.0 -1702.6
Travel bags. handbags, etc.(831) 0.0 0.0 0.0 0.1 1224.5 1118.2
Clothing, excluding leather (841 less 8413) 0.1 0.1 0.6 0.4 8233.1 1222.2
Calf leather(6113) e P P . [ .
LEATHER_AND_PRODUCTS
Otner leatrer, including artifictal(611 less $113) 0.0 0.0 0.0 0.0 -2809.3 -1791.3
Leather manufacturef(612) 0.1 0.1 0.0 0.0 -5%41.0 -5165.7
Apparel and accessories of leather(8413) 0.0 0.0 0.1 0.0 2357.3 1212.2
Footwear (85) 0.0 0.0 0.1 0.1 2077.2 1745.,6
BUILDING MATERIALS AND_GLASS
Lime, cement, fabricated building materials(661) 2.8 4.0 0.0 0.0 -244640.7 ~-364073.8
- Construction andg refractory materials nf clayv(662) 0.5 0.% 0.0 0.0 -46980.9 -46288.0
Glass(664) 0.3 0.3 0.0 g.0 -25424.6 -2B337.8
Glassware and pottery(665/6) 0.5% 0.3 0,0 0.0 -43529.5 -28720.4
==r=mres cONt {NnuEd
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IRON_AND_STEEL ______ ___
Iron ore and concentrates(281)
Iron and steel scrap(282)
Pig tron and sponge(671)

ingots and other primary forms(672)
Bars, rods. shapes., sections(673)
Universals, plates and sheets(674)

Hoop and strip(675)

lron and steel wire(677)

Tutes., pipes and f1ttings(678)

Unworked cast ings and forgings(679)
NON-FERRQUS METALS

Non-ferrous ore and concentrates(283)

Copper. blister, refined, alloys(6821)

Copper bars, shapes, sections, wire, etc.(6822)

Aluminium, unwrought or worked{684)

Lead. unwrought or worked}BBS

Zinc, unwrought or worked{(686

Tin and alloys., unwrought or worked(687)

wWire products, e.g. cables, ropes{693)
SELECTED CAPITAL GOODS_____

Hand tools used in agriculture(6951)

Tools for use in hand or machine(6952)

Power generating machinery, non-electric(711)

Agricultural machinery(7121/2)

Dairy equipment{7123)

Tractors(712%)

Office machines(714)

Metal working machinery(71%5)

Textile and leather machinery(717)

Machines for paper, pulp and paper articles(7181)

Ingustrial food-processing machinery(7183)

Machine tools for working minerais,wood,etc.(719%)

Electrica) power machinery and switchgear(722)
MAJQR NSUME R_DURABLE

855£grcla1 roag vehécie§T732 Tess 7321)

Passenger motor cars(7321)

Television and radio sets{7241/2)

Domestic electrical equipment (72%)
TOTAL OF ABOVE, IN MILLIONS OF US ¢
TOTAL TRADE (SITC 0 TO Q). IN MILLINNS OF US §

Source: Statistics and Survey Unit, UNIDO.Based on data sunplied by

with estimates by the UNIDO Secretariat.
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—“-0OCO—~0COCO0C00 OO00DOOO O0000ONOOCO
AN OVN=CTWNNO -0

~NWOA DRNVCHAIWNWO -0

the UN

1981 1982
0.0 .
e 0.0
0.1 0.2
0.0 0.0
0.0 0.0
0.0 0.0
a 3.7
. 0.0
0.0 0.0
0.0 0.0
0.0 0.0
0.0 o
0.0 0.0
0.0 0.0
Y. 0.0
0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0
i 0.0

2947 2811
KPRE 3120

e ————— e e o,

Trade halance

Statistical Office,

(Exports less imorts
in 1000 current US §)
1981 1082
-3078.2 .
. -270649.8
-60556.7 Z5R000.6
-6517.7 -5788.2
-52034.8| -112013.6
-29907.0 -46621.3
129056, 4 100462 .6
-911%.2
-21217.9 -21247.3
-67915.5 ~58905.6
©7207.9 278947
-6AB6S . 1 o
-29114.8 -27385.0
-130460.8 -14A433.0
. -4346.2
-20948.9 -2n053.0
-1R7824.3| -173407.7
-665047.4| -597773.8
-37071.6 -30027.
. -66310,
~1142 -1430
-5607 -6958
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Table A=-9. (continued)

\ i SHARE IN TUTAL | NET EXPCRTS | EXFCRT-
N i EXPORTS OF | AS FERCLNTAGL UOF ) PERFORMANCE
s COMMODITY DESCRIPTION | MANUFACTURES | TUTAL TRAUE ] RATIO
T | (PER CENT) ) i
E 1 | —=mmommo oo emmmm——— j === mmm oo s—mmmmeeee jmmmmm o " mmmmmomo oo
s 11969-197011976-1977| i969-1970 | 197€-1977 | 1969-1970 | 1976-1977
----- - -—— B el e B R b bl Rt ttiieind Intieiataduitel Sttt
{ OTHER ELECTRICAL MACHINERY & APPARATUS |  0.108 | 0.011 ( ~¥3.2d | =99.70 0.02 | 0.00
| ROAD MITOR VEHICLES | 0.582 | 0.760 | -94.52 | -97.49 0.02 | 0.0e
| SHIPS AND BOATS | 0.001 | 04005 | =99.61 | -98.66 | 0.00 ) 0,00
| SANITARY,PLUMBING.HEATING & LISHT. FIXT. | 0,035 |  0.040 | =79.50 )  -vd iy | 0.06 | 0.05
| FURNITURE | 243564 | 1.302 | $1.27 | a2.28 | 1.84 | 1.01
| TRAVEL GOODS,HANDBAGS & SIMILAR ARTICLES |  0.812¢ |  0.725 | 9v.ie | 58.64 | 2.61 | 2.56
| CLOTHING EXCEPT FUR CLOTHING | 4.647 ) 7.339 ) 8J.81 | 52.3u | 0.80 | 1.62
t FOOTWEAR | 40647 | 1,994 | 99.79 | V4,91 | 2.39 | 1,58
| SCIENTIFIC,MEDICAL ,OPTICAL MEASUR.INSTR. |  0.034 |  0.003 |  =-vB.2l 4  —99.91 i 0.01 0.00
| PHOTOGRAPHIC & CINEMATOGRAPHIC SUPPLIES |  0.000 )  0.001 | -99.94 | -99.80 | 0,00 | 0,00
| MUSICAL INSTR.,SOUND RZCORDERS & REPROD. |  0.111 §  0.364 | -J2.8c | -66.97 | 0.06 | 0.29
| PRINTED MATTER I 1.611 |  2.308 ) 16079 | 1,96 | 0.85 | 2400
{ ARTICLES OF ARTIF. PLASTIC MATLS. N.b.S. § 0.007 | 0.018 { =-97.84 | =98.76 0.01 ) 0.02
| FERAMBULATJIAS,TOYS,GAMES,SPORTING GOODS |  0.0l4 | 0,020 | -79.08 | -95.68 0.01 | 0.02
| JFFICE & STATIONERY SUPPLIES N.E.S. | 0.005 4§ 0,000 | -wd.d7 | -99.95 | 0.02 | 0,00
{ JEWELLERY (GGLD AND SILVER WARES 1 0.124 | Odlla | 14093 ~4uva | 021} 0.21
| WANUFACTURED ARTICLES,N.E.S. | 0.096 | 0.062 | ~3l.62 | —d2.79 | 0.07 | 0.06
B - - - —— B ————
UNIDO, Changing Patterns of Trade in World Industry: An Fmpirical Study on Revealed
Comparative Advantage, 1982.
073 onlv.
2027 onlvy.
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APPENDIX B

The spproved and/or operational technical co-operation projects of UNIDO

Project Number

(Spec.Act.

(September 1985)

Arab Republic of EGYPT

Code)

Project Title

DP/EGY/77/008%x

DC/EGY/78/003%

DP/EGY/78/003%

DP/EGY/80/014%

DP/EGY/80/018%

DP/EGY/81/006%%

DP/EGY/81/010¢%

DC/EGY/81/011

DP/EGY/81/011%

DC/EGY/81/012

I0/AGRO

I0/ENG

I0/ENG

10/CHEM

I0/FCTY

I0/CHEM

I0/AGRO

I0/TRNG

I0/TRNG

TO/MET

(31.

(31.

(31.

(32.

(31.

(32.

(31.

{31.

(31.

(31,

7.B) Textile Development Centre
(phase II of DP/EGY/73/020)

9.C) Electronic Industries Research and

Development Centre (phase II),
electric machinery and equipment
(multifund to DP/EGY./78/003)

9.C) Electronic Industries Research and

Development Centre (phase II),

electric machinery and equipment
(multifund to DC/EGY/78/003)

1.C) Industrial capacity utilization

(Assistance to ISMADYE)
(continuation of DP/EGY//7/005)

4.C) Management information system of the

Arab contractors

1.G) Establishment of a multipucpose

pesticide pilot plant

7.C) Sugar cane training and development
centre

5.4) Industrial training advisory

services (Phase II of DP/EGY/77/006)
(multifund to DP/EGY/81/011)

5.A) Industrial training advisory

services (phase II of DP/EGY/77/006)
(multifund to DC/DGY/81/011)

8.C) Managed maintenance in metallurgi-

cal industries (multifund to
DP/EGY/8./012)

*  Large-icale project (- total allotment $150,000 or above).
x*x  Total allotment $1 million or above.

e e e




- 70 -

The approved and/or operational technical co-operation _projects of UNIDO
(September 1985) (continued)

Arab Republic of EGYPT

r—

Project Number (Spec.Act.Code) Project Title o e
s DP/EGY/81/012% 10/MET (31.8.C) Managed maintenance in metallurgi-
v cal industries (multifund to
y DC/EGY/31/012)

DP/EGY/B1/016* T0/CHEM (32.1.H) Engineering for petcoleum and

processing industries

DP/EGY/81/028%* 10/FCTY (31.4.E) Industrial consultancy services

DC/EGY/81/029%* 10/CHEM (32.1.H) Plastics development centre for
agricultural purpose (multifund to
DP/EGY/81/029)

DP/EGY/81/029% I0/CHEM (31.1.H) Plastics development centre for
agricultural purpose (multifund to
DC/EGY/81/029)

DC/EGY/B83/001% TO/ENG (31.9.C) Energy conservation in industry
(multifund to DP/EGY/83/001)

DP/EGY/83/001% I0/ENG (31.9.C) Energy conservation in industry
{(multifund to DC/EGY/83/001)

SF/EGY/83/001% 10/CHEM (32.1.R) Assistance to the Suez Cement Company

SI/EGY/84/801 10/CHEM (32.1.G) Assistance in the commissioning of

the pesticide pilot plant

S1/EGY/B85/801 I0/CHEM (32.1.D) Technical assistance to the Egyptian
National Centre for Genetic
Engineering and Biotechnology

S1/EGY/B5/802 10/ENG (31.9.C) Dry batteries factories

DP/EGY/85/004 10/MET Managed maintenance system

Large scale project (= total sllotment $150,000 or above).
*x  Total allotment $1 million or above.

- ——— e
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APPENDIX C

1/
Main provisions of Investment T.aw No. 43 of 1974~

- Projects may not be nationalized or confiscated. Assets of projects may

not be seized, blocked, confiscated, or sequestrated except by judicial

procedurces.

- Disputes can be settled in accordance with international or bilateral

agreements or by a mutually agreed-upon arbitration.
- Approved projects are deemed to be in the private sector even if co-owned
by an Egyptian public company, and are exempt from laws applicable to the

public sector.

- Investments outside free zones must be undertaken with public or private

Egyptian participation, except in: (a) branch banks confined to foreign
currency transactions; and (b) projects approved for full foreign ownership by
a two-thirds vote of the Board of Directors of the Investment Authority. No

specific proportion of required Egyptian participation is included in this law.

Egyptian law requiring labour representation on boards of directors is
not applicable to companies formed under the new investment law; the company

statutes will indicate how labour will participate in management.

Approved projects are exempt from the Egyptian law specifying the
percentage of company profits which must be distributed to employees, although

some arrangement for sharing profits with employees should be specified.

Employees of approved projects come under the Egyptian Social Insurance

Law unless the project provides superior protection.

1/ Extracts from General Authority for Arab and Foreign Investment and Free
Zones, Egypt: An Investment Guide, 1975.




Appendix C (continued)

- Approved projects may maintain foreign exchange accounts in banks
cregistered in Egypt and use such accounts for business tcansactions without

special permit or authocization.

Jmports of approved projects for business requirements may enter without

licensing, subject to routine customs inspection.

- Approved projects may request repatriation of profits along the following

lines:

(i) projects which are self-sufficient in their foreign exchange needs
may transfer their annual net profits within the limits of the
proceeds of the projects exports;

(ii) basic projects of major national economic importance may transfer
all their profits abroad, irrespective of eaports.

- Exemption from the following taxes is provided to approved projects for a

period of five years:

(i) tax on company profits;
(ii) proportional stamp duty on shares; and

(iii) tax on revenues from movable capital.

These exemptions remain applicable as long as the profits of the project
are not as a consequence subject to taxation in the foreign investor’'s home

country or in any other country.

Tax exemptions may be extended to eight years upon approval of the

Council of Ministers.

Profitc distributed by approved projects enjoy total exemption from the
general tax on income for the same period of time that applies to the
exempl.ion from the tax on company profits (five to eight years). At the end
of that period, distributed profits up to five per cent of the taxpayer's
share in the project's invested capital are exempted from the general tax on

income.
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Appendix C (continued)

- Foreign experts and employees are permitted to transfer abroad up to

50 per cent of their gross earnings.

- Capital invested in an approved project by a foreign investor may be

withdrawn in accordance with the provisions of the investment law.

- Articles of incorporation of joint venture companies established under
the investment law are subject to approval by the Investment Authority. The
statutes of the company should follow the model approved by the Council of

Ministers. A copy of this model is available from the Authority.

Some of the more important privileges and provisions affecting free zones

created under the new investment law are as follows:

- All free zones (public or private) are under the ultimate supervision of

the Investment Authority's Board.

- Private free zones may be created for a single project.

- Licenses for occupation of free zones may be granted for storage,
sorting, cleaning, mixing, blendirg, repacking, manufacturing, assembling,
mounting and renewing of goods, and for trades assisting such activities or

intended for the comfort of employees in the zone.

- Licenses may be assigned with approval from the Invastment Autnority.

- Goods entering or leaving free zones, and instruments, equipment, and
machinery needed by authorized establishments, are exempted from usual customs
procedures taxes and duties. Local goods entering free zones are subject to
export and other taxes unless permitted temporary entry for repair or
complementary operations, in which case a customs tax is payable in respect of
the repair or other operation. Goods withdrawn from the free zones for local
consumption are subject to local customs and other import regulations, with

sllowance made for that portion of such goods containing local matecrial.

Disputes arising between projects in free zones and between such projects
and the Investment Authority or other administrative body may be submitted, by

agreement, to athitration,
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Appendix C (continued)

- Free zone projects are exempt from all Egyptian taxes, but must pay an
annual duty equal to 1 per cent of the value of goods entering or leaving the
zone for account of the project, or if no such activity is conducted by the
project, must pay an annual duty not exceeding 3 per cent of the project’s

annual value added.

- Compensation and other payments to foreign employees of free zone

projects are exempt from the general tax on income.

- The guarantee of Law No. 43 against nationalization of projects and
against confiscation of assets, etc., except through judicial procedure, is

extended to free zone projects.

- Free zone transactions, including those with other countries, are exempt

from Egyptian exchange control regulations.

- Free zone projects are exempt from certain Egyptian labor and company
laws; however, the 3Jocial Insurance Law remains applicable unless superior
protection is provided by the project. Projects must develop appropriate
training programmes for free zone employees. Rules governing minimum wages,
working hours, and other employment matiers within the free zones have been

established by executive regulation.

e e e
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APPENDIX D

Leading companies in Egypt, 1984

(values in million US dollars)

Type of Sales/ Total
Company business turnover Profit Employees Net Assets
1 Suez Canal Company Canal Company 957.00
2 El1 Nasr Import & Food/chemicals/ 734.72 8.901 1,500 4.902
Export textiles/timber
3 Egyptian General 0il 2nd gas 679.70 279.29 35,429 178.20
Petroleum Corp (fixed
assets)
4 Egyptair Airline 498.89 .
5 Eastern Tobacco Tobacco 441.5 0.22 9,450 62.70
Cu (2)
6 Egyptian Iron & Iron & steel 258.00
Steel Co
7 Alcotan Cotton & Cotton 12.134 1.25 1,000 96.14
Trading & Export
Co
8 Biscomisr (3) Food 60.13 4,000
9 Misr Shebin el Kom Cotton 45.53 2.68 10,094 4,283
Spinning & Weaving
10 Kaha Preserved foods 43.00 0.t7 5,000 39.00
11 General Metals Co Metal production 41.42 1.30 1,800 46 .49
12 Alshanti Plastics/woven 36.08 1,200 12.03
sacks
13 Al Tahir Printing Prianting & 35.71 2,500 2.86
& Publishing House publishing
14 Helwan Diesel Diesel engines 35.00 2,600 17.24
Engines Co
15 Genersl Nile Co Contracting/ 27 98 0.67 1,300 25.34
for Construction construction
& Paving
16 National 2aper Co  Paper 23.56 2,500 36.98
17 Alexandria Shipyard Shipbuilding/ 22.00 0.50 6,700

ship repair
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Appendix D (continued)

Type of Sales/ Total
Company business turnover Profit Employees Net Assets
$ -
N 18 Alexandria Public 21.53 7,900 102.29
¥ Passengers transport
Transport Authority
19 Gen. Co for Ceramics/ 18.80 2.20 2,400 60.90
Production of porcelain
Ceramics &
Porcelain
20 Soc. Egyptienne de Advertising 14.29 2.14 600 13.14
Publicite (SEP)
21 Ladheen Plastics Polypropylene 10.71 1.86 450 10.00

Industries

Source: South, November 1985.
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APPENDIX E&/

UNIDO Industrial investment project proposals, 1984

-

1SIC Project Number Project Title

P

. 3112 085/v/84-11 Dairy Products (El Tal El Kebeer)
3112 086/V/84-11 Dairy Products (Shoubre El Namla)
3112 087/V/84-11 Dairy Products (Sadat City)

3113 089/V/84-11 Fruit and Vegetable Processing
3113 090/V/84-11 Tomato Concentrate

3113 091/V/84-11 Fruit and Vegetable Canning (El Tal
3115 El Kebeer)

3115 092/V/84-11 Vegetable 0il Mill

3122 093/V/B4-11 Animal Fodder

3211 094/V/84-11 Fine Flax Weaving Yarn

3411 095/V/84-11 Leather Fibreboard

3220 096/V/84-11 Leather Products

3231

3240

3240 097/V/84-11 Footwear

3240 098/V/84-11 Footwear

3311 099/V/84-11 Plywood and Veneer

3311 100/V/84-11 Particle Board

3320 101/V/84-71 Wooden Furniture

3411 102/V/84-11 Paper and Paperboard

3412 103/V/84-11 Egg Trays

3419 104/V/84-11 Self-Adhesive Products

3511 106/V/84-11 Hydrogen Peroxide

3521 107/V/84-11 Paints for the Construction Industry
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1S1IC

Project Number

Project Title

3511

3511
3512

3529

3529

3620

3620

3620

3620

3691

3699

3699

3699

3699

3529

3699

3839

3699

3710

3710

3710

3710

3813

3710

3710

108/V/84-11

109/V/84-11

110/V/84-11

111/V/84-11

112/Vv/84-11

113/vV/84-11

114/V/84-11

115/V/84-11

116/V/84-11

117/V/84-11

118/v/84-11

119/V/84-1]

120/V/84-11

121/v/84-11

122/V/84-11

125/V/84-11

126/V/84-11

127/V/84-11

1.28/V/84-11

129/V/84-11

130/V/84-11

131/V/84-11

Tin Tantalum and Niobium Processing

Chemicals Production

Carbon Black

X-Ray and Graphic Art Film
Glass Containers
Pharmaceutical Ampoules
Neutral Glass Pipes

Float Glass

Clay Bricks

Phosphoric Gypsum

Gypsum Plaster and Blocks
Aerated Concrete Blocks
Sand Bricks

Graphite Products

Asbestos Cement Pipes

Pig Iron and Titanium Slag

Special Steel

Processing of Iron and Steel Scrap
Seamless Steel Pipes

Agricultural Steel Structures

Sponge Iron and Steel Reinforcing Bars

Tron and Steel Rolls
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ISIC

Project Number

Project Title

3720

3823
3824

3813

3813

3829

3829

3832

3839

3839

3851
3852

3119

3134

3211

3213

3219

3220

3220

3220

3529

3560

3560

132/V/84-11

133/V/84-11

134/V/84-11

136/V/84-11

138/V/84-11

140/V/84-11

141/V/84-11

142/V/84-11

143/V/84-11

144/V/84-11

147/V/84-11

148/V/84-11

149/V/84-11

150/V/84-11

151/V/84-11

152/v/84-11

153/V/84-11

154/V/84-11

155/Vv/84-11

156/V/84-11

157/V/84-11

Aluminium Foil

Special Steel Tools

Steel Lighting Poles

Struts and Steel Bars for the
Construction Industry

Refrigerator Compressors
Mobile Air-Conditioning Units
Television Picture Tubes
Lemps and Bulbs

Dry Batteries

Microscopes and Other Medical
Appliances

Confectionery

Soft Drinks

Velvet

Knitwear

lLaminated Textiles

Overalls

Ladies' Garments

Men's Garments

Chemicals for the Textile Industry
Plastic Components

Thermoplastic Mouldings for Household
Utensils




Appendix E (continued)

3560

3560

3610

3824

3824
3843

3811

3710
3720

1829

3829

3831

3831

3843

3909

- 80O -

Project Number

Project Title

158/V/84- 11

159/V/84-11

160/V/84-11

161/V/84-11

162/V/84-11

163/V/84-11

164/V/84- 11

165/v/84-11

166/V/84A- 11

167/V/84- 11

168/v/84-11

169/V/84-11

170/v/84-11

171/v/84-31

Thermoplastic Mouldings for the
Construction Tndustry

Plastic Bags

Plastic Egg Trays
Ceramic Components
Tools Manufacture

Precision Metal Components

Agricultural Hand Tools

Aluminium and Steel Sheet Profiles
Aluminium Ventilation/Air Conditioning
Components

Assembly of Air Conditioners and
Ventilators

Contact Breakers for the Automotive
Industry

Klectric Motor Repair and Maintenance
Automobile Windscreen Wiper Blades

Toothbrush Production

8/ This list includes industrial projects in Egypt for which foreign

co-operation, such as joint venture or other partnerships, acquisition of
technology, management expertise and marketing assistance, is sought.
Enterprises interested in the possibility of participating in any of these
projects can obtain more detailed information, including the name and
address of the sponsor, from UNIDO. This information usually takes the
form of a standard industrial investment prcject questionnaire. Copies of
studies, when these are available, may then be obtained from the project
sponsor. UNIDO does not accept responsibility for accuracy or
completeness.




1. Food Industry V. Metallurgical Industries
1.1 Dairy products V.1l Production of cast
1.2 Agro-industrial complex iron & cast steel rolls
for canned & frozen food V.2 Steel reinforcing bars
I.3 Two soybean & sunflower & rods
processing plants for V.3 Special steel produc-
edible o0il production tion
1.4 Extraction of edible V.4 Seamless pipes
0il from imported oil V.5 Formed steel struc-
seed tures from pipes &
hollow sections
J1. Textile Industries V.6 Manufacturing of steel
lighting poles
11.1 Ready-made garments V.7 Production of aluminium
11.2 Synthetic fibres foll
production V.8 Scrap processing
project

T1{. Chemical TIndustries

TiI1.1 Phosphpric gypsum

111.7? Footwear project VI{.1 Marsa Matrouh chemical
I1L.3 Carbon black project project
I11.4 Pure anthraquinone of V1.2 Cebeka chemical
dyestuff grade project complex in Sinai
V1.3 Maghara coal mines
IV. Engineering, Electrical & VI.4 Tin tantalum & niobium
Electronic_Industries ____ deposits
V1.5 Black sand deposits
1v.1 Miscellaneous auto- V1.6 Abu Ghalaka limenite
motive components project
Iv.2 Centrifugal pumps VI[.?7 Production of neutral
1vV.3 Special tools glass pipes
1V.4 Production ot eccentric V1.8 Production of float
presses glass
1v.5 Lamps manufacturing V1.9 rlass containers
Iv.6 Air conditioning units VL{.10 Production of
for mobile services pharmaceutical ampoules
1IV.7 Refrigeration com- VI.11 Picture tube manufac-
pressonrs turing for B/W and
1v.8 Capital goods coloured TV sets

VI{.1 1Industrial estate in
tenth of Ramadan City

Source: Investment Review, A Quarterly Journal on Investment Conditions in

Egypt, October 1985,
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