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Egypt is divided adminisﬁ:atively into what is called
“Goverpcrates". These governorates are of the number of
twenty-five., The fGwo main governorates are Oai;c(ﬁhe”qapi—
tal) and Alexapdria(the_main.harbour), The other governora-
tes can be grouped geographically inte "Canal zone governo-
rates"(3); "Lower Egypﬁ_gpvepnorates"(ﬁ), "Upper Egypt
governorates“(syand "Frontiers govgrgpraﬁes"(A).VNEFontier

governorates occupy most of the desert area of Egypt.

1)

1. The Phenomenon of Industrial Localizations

In Egypt, manufacturing industry im not distributed
evenly among governorates. Thls phenomenon is not a new one,
heweyver it becomes more spparent with the more ferward going

on industrisl development.

In 1947, three governcrates abspybed abqqt_mnewhalf
(50,3 per centi) ﬁf the.total maanacﬁu:ing emplcyment(see
table 1), Cairo, the capitsl gevernorate, accounted alone
for more than one-quarter cf the totial manufacturing emp-

loyment. Alexandria, the main harbouy, and Gharbia, the

1) The available data are concerned to the period %ill
1967,
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Table No. 1.

Geographical Distribution of WManufacturing
{ Employment

(1944, 1960, 1964 & 1967)

(in per cent)

Governorates o ISP 1060 1 1ogn 1967

Cairo 267 26.6 28.6 2667
Calubia 4,7 86 967 8.7
Giza 4.3 6...0 PSS B
Alexandria 1lo4 LS 179 18,2
POrt—Said 10‘7 009 102 lal
Ismailia s 7 Q.4 B2 @5
Suez Qo6 1.0 1.6 2e2
Damietta Lgrll Le9 2.0 2¢5
Dakahiliya 5.5 Diatls 2,9 Skt
Sl’larkj.ya 509 c.u?:_% 3.06 2.6
Xafr-El-Shaikh 12,2 1k {0) 1530 1e2
Gharbia 9¢5 325 8.2
Mer oufig L"oa lal? 203 206
Beheira 4,3 567 e 0 4.9
Bel’li--SU_ef 195 Oe 9 008 131
Faycum 5.6 15 1.0 1o®
Winya 2¢9 1.8 L.7 Zec
Assyut 2.5 1.5 L2 IEe17
Sohag el 1765 12 15
Kena 5.8 2ol e 2e2
Aswan 0,7 le2 L5 1.0
Frontiers Governorates. :0e2 825l 050 GOl

Total LROSER: S0 100,0 100,0.

Notes and Sources: There are certain changes in the administra-—
tilve borders of the different governorates from one cen-
Bus o another, 1947 employment data exclude persons less
than 5 years old and persons serving in military forces.
Other years data exclude persons less than 6 years old
rand- include persons serving in militery forces.
ligypt, Department of Statistics and Census, Census of Pepulation:
1947, Second Part, -Cairo, 1953 UsAoRy CoA,P.M.S, Census of Bsta-
biishments 1960, Vol. 2. Cairc, 1964: Cemsus of Establishments

1964, Vol., 2, Cairo 19675 and Census ef Establishments 1967 . Vel,.
2o Cairo,(in'Arabich i 287e Vol




main cotton textile centre, accounted together for znother
cne-=quarter Qf the tctglrmangfaqturing employment., The
second half of thelmanufaqturing emplqymen? was distributed
more or 1ess.— amcgg_ﬁhercthe: governppaﬁgsn" In mest of
these governorates, manufacturing industry existed, however,
in querate sha:es varying between 5 and 5 per cent of the

total menufacturing employment.

Over the period 1947 = l964,_syatial struqtgre of man-
ﬁfacturing industry was mere lqgalized. .The ingpeasg in_
lccallzaticn was toward Alexandria, Cairo end 1ts two adja-
cent governorstes Galubia and Giza. 7Iﬂ_196&, the two ge-
cgraphical areas Alexandria and U&iro(andriﬁsAhwo ad jacent
governcrates) accounted alcne fqr‘twofthipds of the total
manufacturing employment. Then, it is natural to find thag
the relstive shares of mostrof the other governorates in
the total manufacturing employment were gradually decrﬁasedo
The relative share of Gharbia(the main cctton textile cen-
tre) alsc decreased., An exceptipn was thercaee of the twe
new manufacturing qentres of Sueg and Aswanrwhere their
shares in the total manufacturing employment increasgd;

although they still acccunted for relatively low proporiions
£ J Lrop :



It is interesting to notice that in 1967, localization

of industry slightly decreased. While the labour absorbedAby
the two main geographical areas, slightly, declimed, the ab= -
sorption by nearly all the other governorates increased. But,
this adverce phenomeénon was not a result to a change in the ..
directicn of‘the”pglipies_oﬁ location qf_induﬁﬁpia}_p:gjeqts.
The malin reason was behind the followed shrinking policies
from l965/66\t0 l967/68; ihese policies decreased the total
volume of investmegtsrapd qopgeﬁuently_dgcyeased the expansion
is employment epportunities by the different economic sectors,
But the sector of small-scale establishments was, relatively,
opened for extending employment opportunities. Thgn!_the in-
crease in the relative share of the absorbed labour by small
scale establishments that are less localized than large scale
establishment was the main resson behind this adverse phenome-

non.]')

The game trend of the increase in localigzation of manufac-

turing industry can be noticed from the change in the ratioc of

1) Sees Hassan Abdel-Aziz H., Lndustrial Deveélopment and its
Influence on Internal Migratiorn, Seminar on the Relation’
betwéen Population and Déevelopment in Africa, 8325 April,
1974, CaiI‘O, IaN-Pa CaiI‘O a.nd U-N,A.'IaEaD,P. Dakar, PP.
eF 4 285 908
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localization of manufacturing industfy with respect toc the
number of population(table 2), This ratio clarifies the

relatiqﬂship between'the geographiqal distributionrof each
of manufactuping_employmenp qnd popqlation?_ @hervalue_of
b zatiio veripyp BetWeed zero and ohEs Llbe geecuspsire
zero means that manufggtg;ing employment is geographically
distributed in_gear Q:onrt;ons to thglgquraphicalrdistf
ribution ef population; whilevthg_ngarness ﬁo thquqmplete

"one" means that menufacturing employment is greatly loca~—

1lized with respect to the gecgraphical distributiocn of popu-

laticne.

Table No. 2.
Localization Ratio of Manufacturing .
Industry with Respect to.the No. of Populationl)

(1957 ,1960,1964 and 1967)

Year Localization Ratio

1947 0,25
1960 0.35
1964 0.59
1967 R 0.34

1) Sources: A.R.Be., GOP;A.M;S., Population Estimations in
U.A.R., Cairo, 1967, PP.; 3 & 273 and the sources of
table (1), ,



With exception the unusual slight decrease in the locallza-
tion ratio in 1967, it is possible to see the realized inf_
crease in the ratic from 0,25 in 1947 to 0,59 in 1964, But,
inspite of that_reali;ed‘ingreage, ?t_is possible to notice
that the general lgvels of the ratio of localization were
not sc high as it cogld be ezpectgd from”thg p;oviogsly ex-
plained high_degreg of_1ocalization_qf_mangfactgringvipdgs-'
try. The reason is that there are disparaties in geographi-
cal distribution of pqulatiqp._ The_maip indggtrial governo-
rates include high proportions of population as there is
significant corre;ation_between internal migration and the
levels Qf industpial developmept by_goyernopatesfr People
migrates from less industrialized_greas Go ﬁhe more indus-
trialized ones,l) Then, the phenomenon of localization is
not only concerned to maﬁufagturing industry btut also exis-—

ted in the field of population.

2. The Factors Behind the Problem of Localizationt
Localized pattern of manufacturing industry is a
natural result of the geopraphical pattern of allocating

manufacturing investments over a long — Or €ven Very very

1) Hassan A, H., Ibid., PP, 12:15.
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long - period of time. Investments, in turn, have been in-
duced by some aifferent factors, It happens that one or a
group qf_these faqtgrg prodomipaﬁe certain industry, in
csptainﬂtimeror in_gertain_placg; whileranother factor or
more mayrbe‘the most impqrtant related to another industry,
time_op place,_ At'any how?_it is possible to classify the
requnsible_ﬁaotors for_distribating industries among re-
gions to four mginrgngs; mainly historical_factor, natural

- ¢ : ; 1
Tactor; economic factor, and sccial and national factors. )

It is‘possible,_hqweveyl to.nqtige'that historical
apd natgral_factqps_oan be originally, consideped as eco-
nomic or social ones. As the so called "historical fac-
tor" presently was not so when the industry originally
establiched, Other factqps~natgral, economic or/and S0~
¢ilal-which had therresponsibiiity of locating, criginally,
the industry. These cther factors may be dissppeared pre-
sently, but industry is still living in 1ts original place.,
At the same time, considering what may be called fnatgral
factqrs" ip locating any industryris mainly because of

their influence.on”economic.magnitudes,.

1) See: Aida Beshara, Lndustrial Tocation in the Egyptian
Region, Dar-El-Nshda El-Arabia, Cairo,
1962, P, 25, (in Arabic).




: It dis worth teo note that net only the policies of
location that have an influence cn the geographical pattern
of mapufaotgring industry but aléo the_other leicies_oi
industrialization such as the profile of industries, tech-

niques of production and scales of establishments,

1)

2.1, Geographical Distribution of Manufacturing Investments
Geographical allccation of manufacturing investments

explaines to great extent the previously indicated inc-

reased localization of manufacturing industry from 1947 to

1964,

= .During the period of the_Fi:st industrial Programme
Nov,, 1957—June, 1960, geog:aphical dist:ibution of manu—
factqring investments‘was_g:eatly concentrated. Greater
Cairo(Cairo in addition to the adjacent areas of the Calu-
bia and Giza governorates)_absorbed alone more than cne-—
third of the total mgmufacturing investments., If we add
the allocatgd manufactuping ipvestments to the cher main

governorate, Alexandria, their share increases to a little

L) The available dats are concerned with the two periods:
1957-1959/60 and 1960/61 - 1964/65,
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less than one-half (48,7 per cent) of the total manufactur-
ing investments, rOgtgidg_these_twormain geographical areas,
ReLatuy iyt RLell pdDeRblons M g imo Yl inen e a0 i in s it
vgstments were allocated @o ﬁhe new mangfagturing centres
Suez'and Aswan(l? and 14 pervgent_pespectively)o In con-
trast?_all the‘rest ofrthe ggyernprates.received either

very slight investments or none at all.l)

Over the period 1960/61 - 1964/65, one of the objec-
tives of the industrial plan was to distribute industry
whenever possible beﬁwsen‘thejvgpious governcrates of the
country,.‘Thisraimrwas slightly achieveds; as‘manufactu:f
ing investments although they were more relatively scat-
tered over the varicus governorates than during the period
19571960 were still_concent;ate@, _The twe main governo-
rates of Cairo and Alexan&:ia received more than Qgeféuar—
ter of the total manufacturing investments, Adding the
two governcrates adjacent to_Qairo(Giza and Oalubia)their
proportion increases to a little less than half(47,8%),

The two new manufacturing centreslSuez and Aswan) in

1) See; Hassan Ahdel-Aziz H., Lotation of Industry in Egypt.
Internal Memo. No. 448, I.N.P,
Gariroy 1975 . BELV1IG:21 & (10
Arabic).
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addition to Kena absorbed a little more than one-guarter
of the total investments(26.1l per cent).l The remaining
small part of investments was scattered unevenly over the

rest of the governorates.l)

2,2, Other Policies of Industrialization:

The change in the output structure of manufacturing
industryrbasran influence on the_geographipal distribution
of manufaqtgring industpy? Indugtries_differ in their e =
é@irements in the places of_theirveregtion and_conseéuen—
tly differ inrthei:‘deg:ee of_logalizatign. It is possible
to ¢lassify manufacturing industries according to the oxd-
te:ia of the“¥oqalizatiqn_ratio into_twp_categories,a) re-—
latively "dispersed industries" and relatively "localized
ihdustrieSB);-_Théififst category consists, mostly of con-

T)% Tbidesy. PPe- 21200

2) Localization ratio of certain industry equals the sum of
either the positive or the negative differences between
the rates of the geographical distribution of the employ-
ment of this industry and the ratio of the geographical
distribution. of total. manufacturing employment.

3) The first category includes industries with a ratio of
localization accounting for less than 0.30(according to
the data of 1947)and the second category includes indus-
tries with higher localization ratio than the indicat-
ed limit.
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sumer—=goods industries in addition to certain other indus-

tries_aAgreatrpart of their_establishmepts submit industrial
repairing services, The second cabegory consists, mostly of
the other industrieg;rwquigg, mostly, in the production of

intermediate and capital gcods.

.Ovey_tbe pe:iod 1952~196?,_it is worth to note,_that
the‘outpgt strgcturg of mgpufacturingrindgstry wasrdom;ngtgd
bygfite; category of tne relatively "dispersed industries', as
1t accoqnted_for a little more than twpft§¢rds total manufac-
turing cutput. There was, however, arst:uctural_chgnge dec—
reasing the relative share of the relatively dispersed indus-—
tries and increasing the share of the relatively localized
industries. Most of that_st:gptqral_change happened during
the period cof comprehensive planning,_196c/6l_- 1966[67? as
the change was in favour ;f ipte:me@iate and capital—gopds
ipdustries on account of consgmep-gqqd; indqstpies. That
structural change had an influence on the_ind;catgd_inqrgaée
of the localization of'manufacturing industry, especially
during the pericd 1960—1964,1)

1) H.Ah., Industrial Development and IS Influence on Internsl
Wigration, Cp. cit., PP. 18322,

—_——— S
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At the same time, the policies of techniques and scales
of production have also, an influence on the geographical
distribution of menufacturing industry. Small-scale estab-
lishments are less localized then larger ones, Over the
period 1952-1964, there was a decrease in the relative share
of emall=-scale enterprises(emplqyigg less than 10 persqns)
from 40,7 to 27.2 per cent of total manufacturing employment.
At the seme time, the relative share of lerge-scale establish~
ments(employing 500 and more persons)increased from 28,7 per
cent of total menufacturing employment in 1952 to 40,3 per
cent in 1964, That change was accompanied with an increase
in the capitel intensity of the technidues.oi'prodqgtipn,
the locelization of menufaecturing industry. The realized
decreage in the localization of manufacturing industry in 1967
wes a result$.as.it.is‘mentippgd before; toc the increase in
the relative share of small-scale establishments from 27.2 per
cent of total meanufacturing employment in 1964 to 36,0 per
cent in 1967,1)

1) 1pia., PP, 27:30.
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It 1s worth to note that in certain manufacturing
branches_the erectionugfrla:ge_;male_estaplishments—located
mostly in the main manufactuxing_centres =~ Was accompanied
by a relative —or even an absoluts«de;;easerin the activi-
ties of small scale establishments_that worked in the same
fields and ;ccated in the cther 1ess_ipdustrialized governc-
rates, This was a result to competition,l) Then, the rcle
of the pcliciles of tPchn!queS and scales of production on
the problem of the localization of manufacturing industry is

s0 clear,

2% BEconomic Considerationss

-

Economlc cons:deratlunq were in mODL cases behlnd the
phenomenqn of leccalization. Vicinity to ma:ketrmay‘be the
most important eccncmic factor that has influenced the geog—
raphical distribgtion of Egyptian indgstrny)AFQr instanqe,
in 1969/70,lth¢ two main industpial governoratesVCai:o apd

Alexandria - accounted for about 21 per cent of the total

1) Hassan Abdel-Aziz H., Ehe“Pr*bléms‘ﬁf Industrial Develop-—
ment in Egypt, Memc. No. 1051,
= I N P.’ Calr’“‘, ...9759 Pn 200

2) W.,F. Akl and F.l. FJ.-Sa]fa_r CEconcmlcs of the U.A.R., In-
dust 7131 Prodiuction, Monshaat—Bl
Mesrof, Alexandria, 1967, P. 462
(in Arabwo)
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population, 33.0 per cent of the total individual income
and 32,0 per cent of the fotal private consumption. A%
the same time, average private percapita income amounted'
to nearly L.E., 113.2 and L.E. 107.3 in Cairc and Alexand-
ria respectively as against an average of_L,E, 55 5. amcl
54,8 in lower and_Uppep Egypt governcrates regpectiyelyfl)
The other egonoﬁig considerations have - withput QOubt -
reinferced the factor of market in realizing the phenomenon

of localization,

The appearance of new manufagtqpingugentres in Aswan
and Suez is due also to economic consideration,_ Viclnity
to the sources of raw materials was_the main cause fq: loca-
ting most of the new petrolegm_and some chemicale prejects
in Suez., At the same time, closeness to the hydro-electric
power which was generated from the Aswan Dam explains why
large fertilizer plant and some related chemilcals prejects

were located in Aswan,

The economic considerations were, also, behind the re-

latively less localization of small-scale establishments,

1) A.R.E.,, Ministry of Planning. The Main Features of
Growth by Govérncrates 1964/65-1969/70, Third
Report, Cairo, 1972, PP. 25, 1/5 and 1/6(in
Arabic) .
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Nearly all these establishments are private owner-ship. Then;
in their profit seeking, they are scattered all over the
country to satiofy_part - orrmost — of_looal needs of consu-
mer-goocds and to submit thclnoeocd_icdust;iol_services,_‘Uc—
availohility oirmost‘of publio ct@litios o soch_os eleotric
power, modern transportation mesus, etc, - do not handicap
them;vbut in contrary, this factor may proteot them from out-

side competition of large-size establishments,.

2. Regional Disparaties and National Aims:
It is clear that in locating industries there were
certain economic considerations led to the increase in the

localization of industry in certain few governorates leaving

the other ones with a little industrial activities.

The main centres of industry attract new industrial
activities because of their characteristic pull forces and

! i 1
the sgonomics. 0f geographical conzentration.™: But, these

economic. benefits are ngt without 1imits.. . There are dis-.

1) Such as transfer economies, linkagé by complementary use,
concentrating effect of the structure of transfer costs
in addition to the ablicability of the large-scale economy
on urban-centres of preduction, "Hassan Abdel-Aziz H,, The
Factors Influenc¢ing on Location of Industry, Internal Memoc,
No. 377y L.N.P., Cairc, 1974, PP, 20:22 (in Arabic). Re-

ferences there mentioned.
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economies of scale that, after certain level, let the growth
of population and activities by_phe regionrgnecongmiq.r Then
the growth of apy_region is a soundrfegtgpe, only, to a cer~
tain level. Imperfectionroﬁlthe_markgt_fgrqes gnd the .
governmental laws and instructions encourage, however, the
play of the forces qf geographical cqnceptration_while they
stop the influence of the forces of_regignal_balancing(or
diseconomies of_scale)?}>.Qqnseguently,_oyer—localization of
industry may lead to maximum profiﬁ f:om the firm point_of
view but they may not be the maximum one from the national
eccnomic peint of view. The growth of certain :egigns ex-—
ceeds their optimum economic scales on the account of the
growth of other regions where the‘aliocaticn of resources

would be more economically productive.

Over-localization of industry and the conseéuent‘dispa~
raties in economic development among regiens arisesﬂnot only
as a result to the allocation of most‘of the new _economic..
resources to the main industrial regions but also as a pesult

to the absolute decline in. the size of the existent economic

1) See: M,N., Fag El-Nour, Economi¢ Development and Population
Exploitation in Metropolitan areas.
emo, No, 967, L.N.P., Cairo, 1970,
PP. 48:61.
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activities in the less developed regions. The mentioned
Morover, the previously_indicgted7igterna1 migratiocn from
1essrindustrialized areas to thelmpye‘ipdustpializedrones
18 50 impcrtant here. Ih;s means that as a result to over-
localization of industry the gap between the 1evels of_the
development of the few industrial pggionslgnd the other
ones Will increase. This phenomenon is.not jugtiﬁied on
both economic and sociglig:ounds. _Then} dees ;ﬁ mean thgt
ik T8 reéuired to distribute development resources evenlj

among gevernorates?.

B reéaires regard to note that there_is alsc a gap
between the levels of development of developed and develop-
ing countries. This development gap is widing over time; as
developing countries are facing not only the prqblemvofrback—
wardness but also the problem of technological revoluticn
taking place in the develcped countries, Then, the task of
development is not easy. It is reégired tq allgcats and o
locate the_limited avallable mobilized resources where itiis
possible tc realize the highest return. The different re-

gions of the country varies in their characteristics and



their potentialities of growth and consequently Varies in
their return. _Thep? iﬁ 1s not ppefe;able to_equally ~ re-
gionally - distribute the resogrqeg_qﬁ.develoPment.r Even
with eéual geographical charactepistics andApoﬁgntialities,
it is more preferable to concentrate the primary eiforts_of
development within limited number of pegionrto_be able tq
attain the eqonqmies qf geographical concentration and to

realize externsl econcmes.

It is clear that from the_pationa}_economic_ppint of
view it may be reéuired to follow—without exaggera@ion in-
dustrial localization. The_ezplained industrial localiza~
tion in Egypt exceeded without doubt its rational limits,
There is a need %o create new industrial centres, chosen
at nodal points to act as growth poles, In the beginning,
the'economic returns on these new centres may nptrbe hg.gh
but, gradually, returns will_inq;ease With the qompleﬁion
of the economic and social structures of these centres.
This means that the selection of industrial_cent:esrhaye_to
have_an economip_sense_at 1east from the long run point of_
view, In this concern, the creation of newrindgstrial cen-—
t;es in Suez and Aswan_governorates is a good aphievement.

It is recommended toc go ahead in this possibility.



It goes without saying that there is usually a conf-
1ict at least on the short run between the main macro-econc-
mic peqqirgmepts of‘deveIOPant and the need_tq mitigate
regional disParatieso_ This shows the import;gcergf'regional
planning_as alsignificant part of the national economic and

social planning.

A part_frpmrsomerothgps, the policies of indgstrialim
zatiqm cen play the mainirqle in_rgduqing regiqnal dispa—
raties. This is the concern Qf_eathof the_PglicieS,“?,
the profile of production, techpiqges and scales of pro-
duction in addition_to‘the policies QfllocgtignoJ_As_it is
indicated_before, consumer goods industries are relatively
less 1ocalized than produceyrgoods ipdustries. AT the
same time, med ium and small—sqale establishmgpts are, also
relatively_less 1ocalized than la:ge scale establishments,

equirements in the

i

This returns to their characteristic

places of their erection.

The main macro—econcmic requirements of develcpment
have not to be sacrificed, however, in drawing up the poli-
cies of output-struction of manufacturing industry. This

means that it is not recommended to neglect productive lines



of production on the reasoning that they are, generally,
more localized than tbe.consqmgr ones. Leading industries
upon Wbi;h_theAprqcegs of economic devglqpmegt_have to_bg
basedr-_have_to be established in the most sgitable tech~
niéags and econcmic scales of preduction. They have to be
located in_the mo;t_egonqmic‘locations where 1t is possi-
ble tc realize extemnal economies. Other indg;triesAwhich
their cgtputlare, mostely, for‘domestiq consumption - are
reccmmended to be @gvelppgd_with less capiﬁél_intgpsive
bechnigues and in medium and small seales of production
7o meet the specific rséuiremegts, especially that of
reducing regional disparaties? They hayelto be widely
located in the different areas cof the country. The
sector of small scalerestablishments redgires a great

deal of help and incouragement, In_Egypt? it is in

need of a sound_orgapization_to be able tp realizerits
role efficiently. It is worth to stress the.importapce

of finding a form’of_what may be calied a division of
labour between large-scale and small-scale establish-

ments,;)

L) This 1s not an easy task, It requires sound econcmic
and technical studies,



