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Then, it is clear that the purpose of the study is to investigate
and to evaluate criticzlly the industrial experience of Egypt aurlné the
pericd 1952-1969. The main thesis of the study does not ask - mainly = for
drawing up & strategy Tor the future industrial development of Egypt.
Nevertheless = as a subsidiary purpose - the conclusions of investigation
and evaluation are = modestly enough = Lo give some directions to be noticed
in*drewving up tke stiratezgy for ths future industrialization of the country
during the remaining early stages of industrialization.
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Industrialization process is a complex one with economic @s
well as politiczl, social and administrative gpamifications. The study
is concerned, msinly, with the most ilmportani econoumic ones. 1t is
concerned with such problems as the relative role of industry among the
other econonic sectors, branch structure of industrial sector, techme-
logy of produuiicn, sise ~ pattern and spatisl gtrueture of industyy.
Study of these problems necessitates the study of some aspects of the
problem of financing the process of development. The dissertation is

concerned with these six problems from the macro-«economic point of view.

The studied problems are inter-related and complex =s well.
Carrying out this task, the study has passed through certain sequence of
four stepse Sach step in its way of fulfilling its tasks benefits with
21l the previous ones as well as serves the fellowing ones. The first steg
prepares the back ground for the subject mutter of the study. It is con-
cerned with the Egyptian economy before 1952-Revolution. The second one
investigates the solely characteristic aspects of each of the concerned
six problems separately. Then, iv is concerned with the actual process
of industrialization since 1952. The third step ahalyses the inter-relatec
aspects of these problems with each one of certain macro-economic variable:
namely, labour absorption, productivity implications, domestic dsmand '
magnitudes, domestic supply and its internal consistency and foreign trade
structural changes. It studies the process of_ihdustrialization-and the
complex of the main macrOnecohomic variableses The fourth step, tnrough it:
way of evaluating the Lgyptian achievementis of industrialization for each
of the concerned problems separately, summarizes and combines the previous

steps. It includes, more, the theoritical scientific hases for evaluating



each of the conceprned wgvects and =nds with a proposed model for the
future process of industrialization. The dissertation by its four cha~

piers couprises these indicated four steps respectively.
¥

The main conclusions are simply presented - in the present paper -

under the following itemsi=-

I. Bgypviasn process of developuent in regards to the develop-

<

MENY 58P
Ii. <“Yendsncies of swecuwulation,

IiI. ZIndustrial development inregards to the development of
the other economic sectors.
IV, Structural development of .udustry.
V. The level of techuicual progress and techniques of Broiuction.

.YI. Size-pattern trends and spatial siructure 7 indusiry.

VIiI. Final comments.



I. Egyptian process of development in regerds to the development gaps

A new face of Egyptian history has begun with the emergence oi
the 1952 Egyptian-Revolution. Enormous changes in the political, social,
and economic fields have been taken places. The process of socio=economic
development has been considered the way to transfer the economy from its”
backward stagnated stage to the path of development. Certain importance
has been given to the process of industrialization as it is considered

the corner~stone of the development process.

The realized recently Egyptian level of ecconomic development can

be considered a nigher one compared with ths pre-1922, nearly, ons-halfl

2

entury stagnated level of development. Per-capitva real iscome increased

with apout its one-third over the pericd 1952-1969 as against its fluciuat

starnated low level over the period 1913~-1952., MNevertheless, the post~185.
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process of development, particularly, the process of indusirizliz
not been enough to narrow ths pre~1952 gap between the Egyptian' level of
economic development znd those of the highly developed countries. The Ein
ian annual growth ratves of G.D.P. were lower than those of the groups of
centrally planned economies znd developed market sconomiess
used indicators have vproved that Egypt is, still, in the early stages of
industrialization. As a matter of fact, now-a-days, the task is not easy
as developing countries are facing not only the problem of underdevelo ;::

but also the problem of technological revolution taking place in the

developsed counuriess.
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Considerning the specific conditions of Egypt, it is difficult
to say that the racent process of industrialization has followed the most
suitabie pattern of development. Many cénsiderazions heve been respon=-
sible for that results. The following points refer to the important QNES,

-

Il ‘Qendencies of accumulations

e

Lbomestic saving ratio hap been stebilized around 12 per cent
during wout of the studiesd jeriod with a latter slight increase and a lagt
croat decresse to 7.7 per cent during the year 1968/69. Apari from the

rsasa, this level may De a reasonable one comparved with the on

sr developing countries; but it is small in comparison with the
o oot requirements of development. it ip, &lsc, a little bit lower thar
avay ;u level during the four years prior to 1852. That stabilized
fonestic saving ratio nhas occurred inspite of the rsalized relatlvely

hign annual growth rates of Ged.Pe and the follovwed imstituiignal can

i}
-

The most important was the adoptlon of the two required sgoelwl ryelerms

for seousulation, viz. nationalization and lend reforme. As a unacier

fact, oun one hand, nationalization was followed, only, in the later yesr:

5

and land reform has not yet fully utilized as a real source of accumula=-

'!Z*iOn.

On the other hand, government policies - with euception duriang the

~apind 1965/66-1967/68 - were in the form of laaving ner cazita consunmption



levels Lo be improved.(l) This attitude was so clear fromg keeping the
increase of prices in moderate rates inspite of the followed budget de=-
ficit policy, lesé mohiliziﬁg agricultural economic surplus inspite of
its expunsion - &s a percentage share of net égriculturai output - from
25.0 per cent in 1954 to 55.3 ﬁer cent in 1964/65, expanding free and
seri~fres services in addition to the different measures of redistibu~
ting income in favour of lower income classes having higher propeasity

to consume and the followed - next to 1960 = employment drive policye

Confining our comments on industrial policies from the point of
view of their responsibility on creating consumer demand, it is possible

tc

ot
63|

o ey that, during the period 1952-195% a convenient relations were exi

L]

rom one hand, between the increments of gross value added znd the alliocatbe
investments to the industrial sector in comparison with the other econouic

sectorss ~n4 Fram %the other hand, between the rates of growth

of labour productivity and the rates of growth of wages in
manufacturing industry. In contrast,: during the oneriod 1959/60
1968/196SC the previous two phenomena have been reverseds Then, iundu
trial sector wwith its policies) = particularly next to 1960 -~ has parti=
cipated in the explained aigh growth rates of consumption and the stsbiliz

domestic saving ratice
The goverament attitude towsrd consumprion may be justifisd due to

the 1952 low per-capite consumption levels. But, as a consecuence to iHe

low - in coumparison with the requirements of development - and stabilizs

(1) Rzal per-capita consumption increased with average annual jrowth
rates 0f 5.0,2.5, 0.1 and 8.9 per cent during the period 1952,/57% =
1959/60, 1960/61~1964/65, 1965/66 - 1967/68 and 1968/69 respectively.



vel of domestic saving ratio~two consequencies have occurred. From

> hand, accumulation = as a percentage share of G.N.P. = has leveled
re or less around the low level 13.5 per cent (with even a decrease
ring the last year 1968/69 to 12 per cent); with exception the period
50/61=1964/65 during which an increasing trend reached a little less
an’ 20 per cent. Ap;rt from the achieved productivity levels, these
ierate accumulation ratios - during most of the studied period = have
an, greatly, responsible for the explained persistent development gap.
has to be added, evén, that the achieved accumulation levels were,
*tly, financed by foreign savings. From the other hand, high consump-
on ratios had the effect of more allocating the available resources to
1sumpiion objectives instead of produc£ive ones, as well as asked for

re importation of consumer goods and less exportation of them.

As a matter of fact, at the end of 1965 the government had changed

» policies towards consumption. The new policies aimed to restrict both
private and public consumption. However, in 1968/69, these policies
re reversed with a return to the old ones, realizing the highest both
rrent and real consumption rates of growth., It was possible to know that
: new policies were accompanied by a reduction in the annual growth rates
industrial output, the increase of the stocks of finished products and
cess capacities. However, these new policies towards consumption were

& ghe only responsible factors for the occurred adverse conditions, the
se improved, in 1968/69, with the change of these policies, This does
t mean that = in the case of developing countries = controlling the growth

tes of consumption for the aims of development leads, directly, to



shrinking the economic activities. But, such policies have to be accom-

panied by directing more economic resources to the productive activities;

the

case which was not adopted in Egypte. In Egypt restricting domestic con-

sumption was accompanied by another policies restricting;moreover,investment

imports (including preductive ones) and employment possibilities}The bad con

sequences were a result,moreover,to the high share of consumer goods in the i

well as they were due to some deficiencies in the pricing system.
P

strial sector with a large under-construcbion capacities of thesesproducts

(L

The

most iwportant is teo notice that mentioned by B. Hansen and G. Marzouks

reduction in consumpticn must not be allowed to lead to

£all in domestic production. This means... that a reduc-
“ion in consumption will be a seolution only if the consump-
tion in question consists of import goods, or is competing
directly with foreign demand for exporisble goods, or the
rescurces set frae are absorbed in the production of ¢ "por=

table “oon, which will also be in fact sold abroal,  Rut,
the resulited change due tc the policies of reducing con-
sumpbion may net be as quickly as required. Therefore,'con-
sumption must be cui, but it matters a greast deal just how

~

this is dona®,(2)

Controlling consumpticn is not an evil by itself, but the way of

its application may not be an easy one. It is important to say that

restricting consumption during the take~off stage may be ~ tc great ex—

tent =~ significantly recommended to be abls vo allocate more resources ¢

(1) For instasnce the prices of durable-~ccnsumer goodb were ralaed S0 .
high for making a reduction in the domestic demand in ordexr %o
save more ‘olumes to be exported without examining the availability
of resl possibilities for exportation.

(2) B, Hansen & Ge. Marzouk, Development and Economic Policy in the U.A.R.

(Bgypt), Nortn-Holland Publishing Company, Amsterdam, 1965, p.237.



t0o the productive activities; refering especially tc the mentioned
concerning the great need of speeding the process of economic develop-

ment-ih the developing economy.

Y

In short, apart from the low levels of productivity, the most
ifiportant reason behined wasting potential domestic accumulation has
been the government policies of leaving domestic consumption growing
witk kizh retes. Apart from population growithj policies of prices,
wages, taxes and services have been responsible for consumplticon expan—
sion., The attitude of the government towards consumpiion was 2 result
ic social considerations, as the pre-l1952 per capita consumpiion levels
were low, This attitude may be, to some extent, justified, But the
growth of per capita consumption had to be controiled to lower growth
rates than the realized cnes, with a consideration of the growth rates
of preoductivity in order to give the chance for the ratic of domestic
saving to increase, The followed institutionasl changes micht only have
the worth effect of keeping domestic saving ratio nearly sitable without
a decrease as well as transfering the domestic saving from the private

hands to the public one.

T, Industrial develcpment in regards to the development

of the otggr egggomic sectors:

Over the studied period, 1952/53 - 1968/69, the most striking
phenomenon is the continued post~1930 tendency of increasing the re-~

lative shares of industry, transport, communications and other services
in G.D.P« on the account of decrsasing the relative shares of the

previously dominating sector; viz., agriculture, commerce, finance



and housing. But, the net result of this structural change has been
the form of, slightly, decreasing the proportional share of the com=-
modity sectors in G.D.P. Really, the proportional share of the indus=
trial sector. nas increased with about 4-7 percentage units of the
G.D.P., but the decrease in the proportional share of agricultural
sacior has been aigher (7-9 perceniege units). The critic point was
tnat the expansion of services was relatively high particularly during «
the last nize years 1999/60-1968/69.

In 1968/69, the proportional share of the industrial sector

for zbout 21.5 per cent of G.D.P. as against 15 or 17.5 per

cent in 1952/53. To *thnis secutor a relative shares of - a little less

or more of - one-guarter total investments have been allocated. In
s1use herms, the yearly volumes of investments have been, nearly,

trisied Trom 1952/53 to 1968/69. But, even, the relative allocated

investments to industry have been lower than the planned tarzets
3 o

i

v, low comparsd with the experience of socizalist countries.

The change which has taken place in the pattern of resocurce allocation
- no% in accordance to the planned targets - has been induced, mainly,
by humanitarian snd social considerations. The incdicated undesired

high expansion of domestic consumption as against the mostly rigidity
of prices, might have the influence 0ol Liss=su2ping tne pattern struc-

g
ture of G.D.P. and realizing foreiga trade deficit. The increased

il

demend on agricultural vroducts necessitated tThe allocation of an in-
creased volumes of investments to agriculture, but the limited culti-
vible land raised the rsquired capital cost and reflected on the bpala-
nece of foreign trads in the form of increased imports of food particul-

arly ceresls. This is nothing to worry about, as long as a portion

of the increase in non=agricultural cutput made possible by a transfer



of resources out of agriculture can be exporied, or can peplace fore=
merly imported goods, But, when this increase in production is greatly
consentrated inlservices, which can not be exported (except in the
férm of tourism), and in manufacturing which is often quite insuffi-

cient, balance of payment problems are a natursl results Considering

the limited possibilities of expanding agricultural production, the

blame may be directed, on one hand, to the unplanned expansion of con-
sumption, and on.the other hand, to the over expansion of services and
the relgtive insufficient industrial expansion and/or the non-competi-

sive exports of the new industrial ocutput.

In shgrt,_the given relative emphasis to the industrial develop~
ment was modest in regards to the specific conditions of Bgypt. It is
worth %o remamber what was noted by W. Arthur Lewis that countries with
1nedeo:ate aarlcultural resources relative to their n0pula+1on - like
Japan_and Egypt,— should export manufacture products znd 1mport agri-

(1)

culturai prod iucts.

e e e o o

IV, Stfﬁc;ﬁral.development of 1nduat“y£2)

: Within manufacturing sector the most sirikine phenbmenon ig the
pf%déﬁinance-éf'éonsumer-goods industries which accounted, in 1966/67,
for aﬁou£ és.per cent of the contributed gross value added by ménuf%én

[

turing induétr&Q Considering the part of intermediate-goods industri

(I) See; B, Higgins, Economic Development, Constable and Company Limided,
F London, 19595 ‘Pe 357v

(2) For more knowledge about this . point, seej
Hassen Abd-Elaziz, Structurgl Change E.Ei"EﬁﬁﬂﬁiiEEQQEHZEﬁﬁﬁlﬁls
I.N.P., Femo, Noa.1052 , Cairos 1973.




which was sllocated to consumer industries, the share of consumer-
oriented industries zoes up to 82 per cent of the gross value added

by manufacturing industry in 1966/67, as against about - a little

bit more - 88 per cent in 1952. This big share of consumer indus- ‘ b
trial output, which has witnessed, only, a slight relative decrease
through the 15 years from 1952 to 1967 = mostly from 1959/60 - reflec= °*
ted the big relative actual allocated investment shares to both of

the copsumer-goods industries and the oriented industrial intermediate
gocds to consumer industries. This given more attention to consumer-
roods industries was more than could be justified on long-term consi-
derations. Apart from exports of textiles, the expansion of consumer-
geod. ass been, mainly, an import-substitution character; and conse-
quently for facing the expanded unplanned consumer domestic demand.

The expansion of these incusiries may be justified as they absorbed
more labour and more spread them among governorates as well as they

characterized by coupavative advantages bacause

(9]

f the wmostly use of
domestic raw materials and the availability of their needed skillness.,

But on the light of the sxperiences of some other countries and the

present conditions of developing countries, these advantages are short-

run ones. If it was pessible to control the exnansion of domestic con-
g
sumer demand and consequently if it was possible to export these saved

volumes; the expansion of these industries would have been justified, =

Zut, the sccurred case was that the allocated resources to these indus-
iries were wasted by the expanded domestic demand. It is right, that

import substitution process by establishing these indusiries was nearly
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a complete one as mostly the domestic naturael conditions permit;
nevertheless they reflected certain burden on the balance of trade
either directly through their import requirements of machinery,
equipments and other inputs or indirectly. through import needs of

the accompanied established intermediate goods industriss.

In contrast, capital goods industries accounited for a very
small proportionsl share of the contributed gross value added by
manufacturing industry which did not exceed 6.0 per cent in 1965/67

s-ainst 5.0 per cent in 1952. Considering the part of interne=
diate ;oods industries which was allocated to the production of in-
vestment goods, the share of the investment~oriented industries goes
up to abou$ 18.0 per cent in 1966/67 as against sbout 12,0 per cent
in 1952, This small share of the investment industrial production,
which has witnessed, only, a slight relative increase vnrough the 15
years from 1952 to 1967 - particularly next to 1959/60 - reflected

the small velative actual allocsted investment shares to investmenf-

gcods industries. This could not be justified on long-term counsidera-

tions. Basic capital-goods industries which are needed for bulldiag

sthe investment base for the process of economic development - repre-

gThan, the process of development had depended,

L)

ing volumes upon imports of these products.

mainly, with en incres

s.

ented in machinery building industries = have been, nearly, naglected.
=} ] A | &
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Intermediate~goods industries, as a percentage share of gross
value added by manufacturing industry, accounted for 36 per cent in
1966/67 ss against 31 per cent in 1952 and even 27 per cent in 1954,

Next to 1954, this category of industry accounted for the highest in=

o

k

creasse in the gross value added percentage units. A relative big pro-
rortiongl shares of investuments haveibeen allccated to this category
of industries. In this concern, it is generally known that interme-
diate-gocds indusbries are more dependent on the aveilability of raw
material endowments., Then, the critic point is that the given etten-
“en o te invermediate-goods industries was greatly exceeding the given

slight abuention to mineral investigation and exploilation proces

S5e8, . petroleum exploitation was lagged behind the expanded de-
mand on crude petroleum oil., Only, lately, petrcleum exploitabion has
jumbed up. The result of this case was an increase in the burden of
raw material imports in addition to the burden of the reauirsd imporis
of capital mschinsry for establishing these projects, It was, only,

partly poszible to mes*t these increased import requirements with a

result of an appearance of some difficulties, such as shortages, un-

=+

ubilized capacities, etc. These difficuliies were veflected on the
ievels of productivity asnd the internal consistency of the industrial
complex. The therny problem is that the most part of the produced in-
bermediate goods has been oriented 1o the production of cohsumer-goods

industrias, Moreover, the productien of the intermediate-goods indus-

tries was with a lititle export effect.
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The expansion of chemicals and petroleum industrial branches
has cccupied the lead fron 1959/60., This is a convenient fact as
%hese industries contribute positively to the promotion of producti-
vity which is an important factor for acceleratinz thc vrocess of
?

‘development. It is important to say that one of ihc “nein directions
of technological pregress is the increasing share of chemicals indus-

try as well szs the grewing application of chemical products in all

(L)

branches.® It is not possible, however, to evaluate precisely the
exvansiorn of these industrial branches without 2 study te the oroduct
mix of zach of them. It is enough, here, to comment that the less

szuce of capital-goods industries let their cutput wmore orientea

The incresase of imports during the early stases of development

in tvhe

i
o

is s normal phengaenon ac well as the occurrence of a duilic
nce of payments is not s sirange feature. But, this external un-
alzncs has to not last for long. The most thorny problem related to¢
the BEgyptian case is thait while the established industrial profile,
the shortage in the aveilable known mineral resources and the limited
ﬂ

sultiveble~land ~ all of these considerations - require a continuous
dnsresse in the volum of imports, the established industry does nap
promcte sn accompanied - enough ~ exportable products. Apart from

“he levele of productivity, certain responsibility may return to %hhe
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uncontrolled expansion in domestic zonsumer demsnd and the lack of
sufficient foreign naorkets and real eca#ami&fralatidng gith some
other countries, This phenomenop has ﬁhe ?esnlt of‘inéneesing the
needs of foreign finance with i&sacﬁnﬂpﬁ#&éd.fﬁtare.ﬁnrdan; as well
as it let difficult to meet some of ithe impori raquﬁremen s with the

accompanied explained worse conseaguencess

V. The level of tachnical progress and teohni ues of production:
e i o A o i il A i e =) ey %4 TR 3 s i Ao

Toe devedlopment of industry was assceizted; mestly, with great

technical progress, but it wes nel acgcmpanied by workh economic re-

...4

sults of technelogical progress except sarlisr (1947 « 1960) in ftra=-

Jitional manufacturing brenches and later (1959/60 - 1964/65) in some

g branches. Tha

of them in addition to wery few modern mamufacturing

~

crovha roaves of the produetivity ef the industrisl secteor were, gene=

o

slly, modest, especiazlly ithose of moedern manufachuring branchas in

l._l

Ly
.55

additi 50 thoge of traditional manufaﬂfur&ng branghes during

vears. These modest growih raiss of the productivity were noit due

o

enly %o cerfain deficiencies in the policies of indusirializstion but

b3
jete
!..‘:

also to some cther fectors concerned with the living lsbour and %the
(13
system of management znd orgenizaiion of indusiry.

In 1964/65, the level of capital intensity by manufaciuring
industry amounted to, nearly, twxible that of 1947, . This fsct clarie-
fies the sccurred great increase In the level of evapital intensity
as a result te the new erected industrial projewts. Ths adoptad
wolicy of relatively high capitai intensive techniques was followed
by lLlgbour drive policye This combination of conirasted pelicies is

not juscifisa economicaily on bobh sheri and leng=pun consi

fluence -0of the Followed, & She-end ok 1905, strink

1 tHe grovwhi ewves ol produehivity have bte not ve forga:

C!——

-y
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It hed the influence, on one hand, of npt reaping the relatively
direct higher output due to refraining from the use of relatively
less average capital intensive techniques. On the other hand, the
long-run benefits of using relatively higher capital intensive te~
chinigues (due to their accompahied greater potential economic sur-
vlus) have been sacrificed as a result to the adopted labour drive
policy tor socisl considerstions. If the social considerations were
importent = and these is no objection against thistarget —, and if
the realization of more economic surplus had not the same degree of
importance; it was rather worth to either use less average capital
iubensive techniques or/and accompany the policy of high capitel In-
censive techniques with an effective policy of ancouraging small-
scale industrial establishments to be expanded. If one or s combina-
tion of these two alt:rnatives were adopted, it would be possible t¢
create more employment opportunities and realize, in addition, mors
divect increase in vaslue zdded instead of losing totally the last
tsrget especially that the planned investment criteria gave preat
stress $o the targets of increasing national income and expanding

enployment opportunities.

The participation of the industrial sector in creating eumploy~
went opportunities was a modest one. Over the twenty years 1947 -
1967/68, industry absorbed an employment share of only 14.9 per cent
of the total increase of employment over that long period. To this

1

it is worth to add the fact thet, even, a part of about 35 per cent



of the increase in industrial employment, during the period 1949~
1960, was due %to the occurredraverage decrease in the weekly wc:k»
ing hours per worker from 51 hours in 1947 to 48 hours in 1960,
Also, a part of sbout 17,1 per cent of the increase in indusirial
employment, during the period 1959/60 - 1964/65, was a result of

the cccurred decrease in the weekly working hours per worker io

<« hours during that period, Then, considering the volumes of ine-
vesivient, 4t is possible to say that part of the absorbed labour

was a result to social considerations and the rest was with high ine-

vestment cosb.

3

¥i. Sige-patiern trends and spatial siruciure of indusiry:

-~ e L ¥ 7% s nita O

e

Bgyptian industry is dominated by small-=scals industrial es-
teblishments; employing less than 50 persons. This sector of ssta-
blishuents (adding the working persons in manufacturing activities
outside establishments) absorbed about a little less than twe=thirds
totel manvfacturing employment and pontributed with about nore than
Two=fifth gross value added by manufacturing industry in 196Q. On
Yhe other hand, in the szme year, large =scale industrial esteblishe-
ments = employing 500 persons and more = absorbed about one-~guarter
totsl manufacturing employment and contributed with a little more
vhan cne=third gross manufacturing value added. The prevaiencs of
smzll-scale estsblishments is due to many factors, which may be
grouped Lo three main ones. The first is related %o the existence

of handicraft industries, where economi@s of scsle are relativasly
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less 1mp0rnant The aecond 15 re lated to the fa t T3 which impede

o] 3

: T ot Ll = ::.
v 4 = 5 L

the empansxon ox Smdll“SCale eSbabilbnments, from Jhlch th most im-

) portant may be the finan01a1 one, Thethlrd explanatlon ls related

to the Iactors which kgep sinsll-scale establishments alive along side

N

-

“ T

the big size ones, In addition to what is mentioned by the flrst ex-

Fas =

planation and some government help; high transportation cost - and the

related diffi culﬁ;es - give the posszpllity to smell establishments to

serve small near markets. Concerning large size establlshmen‘csi thei

mentioned importance is s result, firstly, to the modern textiles in-
’ i

dustry whiZh had thé-lead- ti1l 1960, 5seondiy to some extent to the

desire 6f ‘the government” to: tolerate; ahd even sirengbthen, the moncpely
pes

large - size projects.

a contlnuous re } Ve ﬁecreaae

i%idon"of large firts, and thirdly to the gbvernment — established
o k] (> ]

= d, 5 -

The sector of swmall sizs establis hne“tc nﬁs w'-*:esea, however,

2

in its absﬁrpﬁim‘ of cuployment and its

o

connrlbutlon of value added, partlcularTv from 1960 to 1964. This

iy v

phenomenon wes a nat ural reperﬂu551on of tne new established public

r

larbe-51ze pro;ecus whiah has not acccmpqnnmd by su fi ient - in both

quantlty and quallty - aubmltted ggveynmen@al_help to the large.and

e Bhsb B oo

(

)

This_is mainly-olear:in.wood:prodicts. znd furniturey apparel and
footwear and transuortatlon means (repairing process) industries
as the QerSOnal element . (espe01ally according to the Ekyntlan con=
ditions) is more’ apoarent in these " 1ndustr1ﬁ5¢ ‘These thres indus-
tries sfisorbed, alcie, 2’ Yarge and intreised shere of toial manu-
facturing employment by establishments emplonng less than LO per—
sons; namely 38.2 per cent in 1960, 40.5 per cent in 1964 and 54,0
per cent in 1967,



spreading small=scale sector of establishments. In certain manufac=-

turing branches, the erection of large scele establishments - located
mostly in the traditipnal manutacturipg centres -.was accompanied by

a relative, or even an absolute, decrease in the activities of small

gcale establishments fhat worked in the sane fields and located in

(1)

the other less~industriaslized govérnoratps. As a reéﬁit of this \
fact, apart from the policies of location of industry; the locational
sinscntration of manufacturing industry has increased widing the exis-
ting gap between the relatively developed governorates and the rela=-

tively backward oness

The post=1952 development of manufacturing industry has increa-
sed the previous concentration of industries in certain few manufac-
turing centres inspite of therappiaranco of new manufacturing centres
such as Aswan and 8Suez. In 1964, Cpiro and its two adjacent governo=
rates Giza and Calub;a absorbed a little less than one<half total manu-
facturing employment. Adding emp;oyment absorption by the other three
traditional manufacturing centrese{Alexandiia, Beheira and Gharbia)
their share of total manufacturing employment amounts to more than
three=quartvers while .the rest small pert was distributed = more or
less = on the other governorates. Apart from the other industrisl
policies, the policy:of industrial location was, greatly, responsible

for this situation. The adherehoalto economic considerations has been

the most important factor behind the attained manufacturing locational

(1) This conclusion is supported by the results of productivity ana-
lrsis in addition to the other different analys€s. .
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pattern. Nevertheless the social considerations were noticed, lately,

in locating some few projectss. Moreover, public utilities~investments

and the expansion of social services in every place have been to create
the suitable atmosphere for establishing industrial projects.

VII. F}nalhgommenggi

On the light of the results of investigation and evaluagtion of

the Egyptian practice of industriallzation and as against the explained
development gap, it has besn possible to give some directions to be con-
sidered during the remaining period of the early BEgyptian stages of ip-

dustriziizationi-

1, For the fuburs development, there will be seme possibili-
ties for controling growith rates of consumption without great gocial
pain due to the improvemeni iu the levels oI consumption uvuring the

r

previous period. This can be achleved tnrouga planning ol consump-

tior znd the use of differeni reguired measures concerning prices,
wages; taxes, employnent, and family planning. . ARG

Considaring the mobilization of sgriculiural =economic - sur-

plus, it is required, beiore, to study the differeunce between rural
and urban population in the levels of per capita émnsumption and the
patteens of consumption for the aim of equally distributing the sacri-
ficies of development. It is worth to consider the still existent

(1)

wide disparities in per cepita consumption and income levelss The

(1) It is appeared from one sbudy that 9.8 per cent of the total popu~
letion have per-capifta consumption levels of L.E. 100 or more per
yesr. This small percentage category of population consumes as =
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take-off stage, mostly, passes with some pain. This pain becomes as

little a

Ui

possible with the correct planning and the ressonable de~
pendence on foreign savings for a limited transitory period of time.,
It is important to notice that the different wise possiﬁilities.of

contrelling consumpiion for increasing domestic saving ratio have to

be accompanied by an increase in accumulation and enp laynpnt other- —

wene & shrinking in the economic activities will bz the case.

2« There is a need for completing the building of the indus-

- :,.

virial base upoen which the develogment of the sconomy by ivs dii
sactors will depend with a consideration of both of the specisl circumé-
tances of Bgypt end the recent international ecoionic relations. Ths
development of industry supports the development of agriculture by sup=
plying it with the required means of intensifying its production, I%
has %c be ewphasized that giving the lead to the indusirial sechtor does

net mesn ne

"31

glecting sgricultural ueveloPment. Agricultural production
has %o be developed - as most as possible= 4o smooth - a3 most as pos-

sible «~ the process of development and t¢ pariticipate in reducing the

great burden (or tasks) which is required to be satisfied by the in-

dustrial expansion. Bub considering the limited naturally cultiveble

= high share of total private consumption as 44.5 per cent The re-
sults of another study have shown that more than 50 per ceni of tow--
vale yearly wages are paid by the public secitor. The proportion
hatween the lowest and the highest rates of wages accounts for 1:3
in the government administration and public enterprises.

See; UAR, Ministry of Planning, Following=up and Evaluating the
Eccncmic Growth of the UAR in 1966/67, Cairo, 1968, PP EJL 233,
and S.¥. Sidnom, Developmental Planning in the UAR, ¥ewmo. Ne. 7735,
Ministry of planning, Cairo, 1969, ppe. 380:381,
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land (&fter the full utilization of High Dam new cultivable lands ) and
the relatively high productivity of land, there is ceiling -~ according %o
the actual technological progress =~ to the agricultural expansion which

let us give the lead.lto the process of industrialization.
O

¥
3« Correcting internal znd external disegquilibrium in the long

$-un depend mainly, apart from the policies of prices and wages, on the
agopted investment policies of allocating investment resources among
industrices, In this concern the most importznt is to notice the inter-
neticnal political position of Bgypt and her relations with other count-
ries. The strategy will be, greatly, influenced by the expected economic
"intergration which will be resulted from the erection of the Union of
ared Countrizs. It has to be emphasised that economic integration aad
conoyﬁpmtioh are so important for reiniorcing the polivical Unity. More-
over, real economic relations dependent on the international division of

labour nave to be consitrucited with certain erected countries.

m

Within the frenme of rezl co~operation with certeiin other countrie
appears the sound idea of the need of developing "national leading in

Nt

riest, These industries hav

(D

to satisfy the domestic needs and the demands

of exports as far they have to cover imports of products that are not pro-

®luced by national sconomy according to the recommended form of interna-

$ional division of labour with certain co-operated countries. BExport recsipts
o, -

of industrial products have to consider, moreover, import-requirements of

the ovher economic sectors - such as agriculture producis - so long as tuw

fems anee e . : o ; g (1)
industrial sector will play a lzading role in the national economy.\

(1) For knowing more arguments zbout the recomrended leading industries
approach and the suggested structure of leading industries seej
Hassan Abd-Elzziz, Structural changes of the Egyptian Industry, Lbid.
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4, The selection of leading industries has to avoid the econony
of being lop-sided one. It has to give the economy the possibilities of
being = in the course of time ~ a seli-sustained and self-expanded one,.

This of course does not mean a self-suflicient economy.

The point is that lezding industries have to attain hi"n levels of
aoroductivity as well as they have to raise the produciivity of other
activities due to their direct and indirect effects and/or what may bve
called backward and Tforward linkage effects. Needless to say that the
incresass in vhe national average productivity increasss the econonlc
surplus zid consequently increases the rzte of capital accumulation which
seans an asccelereted long-term rate of growthe At the same time, high
sroductivity facilitates the apportunities of more exports which faci-

litate the possibilities of obtaining more imporss needed Yo vthe process

-

The important role waich has to be faced by the leading industries
necessitates the adherence to science and technologve Leading industries
-~ and their neer related ones =~ have to be in the most sconomnic scales o
production, using the most suitable high capital intensive technigues to
be competitive ones on the international levels that let their productLop

be able ©o bes exported to meei the imports of itne non—produced domestica-

1ly procducts according to the selected profile of industrye L ¢
5. What is mentioned be:ore about leading industries apuproach car
not be excepi & one important ourt of t 2 suggested guide lines for our

future strubtegy concoerning the profile of indusiry. There is & need to

nmake beiter balunce be=iwesn snort and lon -run raquirenents of oconon'c
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and social developments It is required tc face certain particular condi-
t.ons of the economy and to attain certain targets such as utilizing some

available loczl resources, creating more employment opportunitiss, satis-

ca

fying certain domestic needs, realizing = with relatively limited resources -
éuick rise in the standard of living of certain parts of the country, etc. |
@herefore, even with giving the most emphasis to certain leading industri-

2s and the existence of & real economic reiations with some other count-

ries there is a pliuce for some other industries to be developeds The
develonment oi these indusiries is, mostly, for domestic consumption. For
reriizing the indicated vasks, it is regounended to develop these lines of
Jvoducvion with less capital-iniensive tecnniques end in small-scale

(1)

ol T e S
H5TaDLLSANENTUS e

Of certain importance is the need - during the early stages of in-
dusirialization - to encourage the different kinds of small - sczle in-
dustries, viz. traditional ones (household, artisan and handicrafi

industries) and modern ones (small Tactories). A change in the relative

emphasis smong these kinds occurres with the wmore Iorward proceed in the

(1) The recommended approach of the simultaneous development of certain
eading indusiries and encouraging small - scale industries is an

important one during the early stcges of industrizlization to - irom

one hand - push ahead ithe process of developaent zgainst the recent

internztional conditions, technological revolution and backwardnesc,

and to - from c¢he other hand -~ face the problemsof surplus labour,

¢ increasing the development gap between the dififerent parts of the
country etc, This approach is thought by the author to be better
than the apyroach of what may be called "indusirializztion through
internedizte technology".
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process of development. Gradually the most relative emphasis will be
shifted to the modern one and to change artisan industry to = repairQ

ing one. bhevertheless the case will be different from one industry to

(1)

another.

The organization of the sector of smallw-scale establishments

“

rzguires & sound study to be able to develop this important part of the

i

syptian industry. It is important to stress the need to find a form

|25
[3(8

of what may be called =z division of lavor between large-scale and small-
sczle estublishments and to create a cooperation between them by means
of what may be called subconiracting sﬁstem. This is not an easy task-
It reguires sound economic and technical studies which have to be done
by the (existent) Institute of Small-Scale Industries, in Cairo, in Co-

operation wivh the Institute of National Planning(dg

(1) It is worth tc mention, however, that it is found from a study of
the modern small-scale factories that they mzy use more capital
per unit of output than larger factories.

P.i, Dhar and H.,F. Lydall, The Role of Small Interprises in Indi:
Economic Development, Institute of Economic Growth, University o:
Delhi, Delhi, 1961,

(2) The author has done certain effort in this respecte. see;
Hassan Abd-Elaziz, An Economic Study to Some Aspects of the Woodgn
Furniture Industry in the U.A.R., I.W.P., Cairo, 1964. (in Arabic)
and l.u.P., Studying the  Factors Influencing The Increase in the
Labour Productivity of Cotton Textiles Industry - Hand Loom Texiile
Fectories, Unpublished Study, Cairo, 1966. (in Arabic)
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6. Concerning location of industrial establishments the previ-
ous recommsndations lead us to the idga of locating large industrial
establishments in the most economically suitable locationss The limi-
ted available economic resources, during the early stages of industria-
lization, necessitates the adherence to the economic considerations,
mainly, in locating the main important huge industrial establishments.
Buy this solution has to be accompanied by someldifferent measures to

. - )

iminish its accoxpagied worse consequencess It is possible ~ and

0
th
o

racomasnded = 1o consider the social considerations relating to the
reluetively less important industrial investiments and the more free loca-
vity iadustries. But, the decision should hzve an economic sense or

i1

. ouvher words it has to be at least economically rational from the long
run point of view. The correct policy of developing r;latively back-—

ward governorztes has to be based onthorough cesearch of the profitability
of the economic development of vzrious areas, according to loczl condi=-
tions and raw material resources. Such research sheuld replace =sconomic
activization forced through regardless of costse. Small-scsle establish~-
ments have to be expanded and encouraged to improve the economic develop-
ment of the relatively more backward governorates. According to local
conditions of the different areas, the economic level may not only be
improved by the development of industiry but zlso sone other econonic
activities such as tourism, tramsport, agriculture, etcs must be developed
2nd hoye to be considered. It goes without saying that stratigical consi-

weraboous nave bo.be wisely considered within the decision of location.
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7. As regords the realized low levels aﬁa gr6wth rates of ﬁhe produc=
tivity and the attained modest volumes of gross‘value added in comperi-
son with the allocated investments.to the iﬁﬁustrial sector a lot of
oolicies znd measures have to be mentioned. In so far = in the present-
paper - the different indicuzted recommendations have, only, consider-
ed vhe proulem from ihe angle of the policies of industrialization.
Thisris rot enough as the phenomenon of low productivity has not only

n = pesult to certain deficiencies in the policies of indusirializa=-
isn. Diffsrent other policies and measures have to be done concerning

sior of living lavour and the system of management and orgzniza=

.1 of industry. These considerations are not, however, the sudject of
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