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Some Aspects Of The mmployment Preblem In The Arab Republic
of Exypt

1. _The froblem Stated

‘The problem of increasin; labour absorptive capacity is
not merely ho. to absorb the redundant lgbour but rather how to
make the best use of the available resources, including lgbour,.
However, the whole process of employment cregtion may be con-
sidered as containing a great number of different variables
which can be disﬁinguishcd from each other for anaglytical pur-
poses - but which are, at least most of them, closely inter-

related.

llob all the varigbles which may affect the degree of
labour gbsorntion and its effectiveness gre, or can be, cont-
rolled to the same extent, at least for g certain future range
of time. Further more, there is no traditionally established
and clear cut notion of the diagnosis of employment problems
in underdeveloped countries. So many factors proliferate;
that at the very beginning ome may find it extremely difficult

- to decide how to enter the problem, sof to speak.

Therefore, we cannot accept the fully reasoning given
by each of the Conventional thecries of unemployment / viz.,
The Classical theory of wages and employment, Natural wave
theories and the Demand defficiency theory. All economic

theories agre valid - provided that they are internally con-



sistent, but an econouic tieory can be. useful as a suids

to policy maldng only if it is relevant to g2 Particular
society. And for it to be relevant it nust take into
account the structure of the economy, the behaviour of
individugls and governments, and the institutions in force.l)
Many of the theories settin: out the rel.otionship between
economic variables aprly only to developed industrigl eco-—
nomies and can be nmisleadingz or even danserous when applied
to different types of‘économy. This is what makes it so
important for economists from tiie underdeveloped countries

to modify existing models or to develop new ones.

lony Western Capitulist economists make use of the
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i
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heoretical explanation of the demand deliciency doctrine.
They concentrate on the assumption that unemployment is caused
by the insufficiency of demand to utilise the availéble regl
resources and capacities. The suPrly ap.roach has been

criticized and op;osed by some economists, such as Fleming,
Hirchman gnd Singer.,
However, as far as effective demand doctrine is con-

cerned, idle capacities are a result of deficiency of demand /

the basic keynesian depression case/. The czse difsers in

1) Demas W.G. lo. 2.



underdeveloped countries., Idle cgpacity is due to the bot-
tlenecks of the supply of fixed assets and working Capital

and 00% mainly as result of the deficienéy of demand. This

is the firgt reagon to rejecf the hypothesis of deficiency

of effective demgnd theory., Therefore, for éhe smooth work

of multiplier there should_not be only involuntary unemploy=-
ment and excess Capacity but"théra must be an elastic supply
of fixed assets and working Capital. That is why underemplby-
ment in ﬁndérdeveloped countries dannoﬁ be understood simply

in terms of dificiency of demand. The second reason for rejecting

the hypothesis of deficiency of the effective demand is to be
found in the saving side, Personal savings aré low ... which
indicate a high marginal propensity to consume, As Mauder

said, "the boot is probably on the other foot". There may be

a need to restrict consﬁmption.Z)

Thirdly: the problem of
underdeveloped countries is on the supply side i.@c..., the
productive capacitf is a key factor fo: expansion in the

sense that any increment of investment based on deficit_finan—
cing may lead the economy to inflationawy pressure than iﬁ-
creasing output and employmeq?. As Kalecki has rightly

remarked,'if the reservs capaﬁties are non-existent or

2) Mauder, W.F No. 5.



insufficient the attempt to secure full-employment in the
short run may easily lead to inflationary tendencies in
large sections of the economy because the structure of
equipment does not necessarily match the structure of
demand.3) :

Fourthly: the existence of disguised unemployment, house-

hold enterprise, production for self consumption, dominance

of agriculture, deficiency of capital equipment gnd of tech-
nical knowledge - agll characteristic of underdeveloped count-
ries - cregt conditions analogous to those of the full employ-
ment visualized by Keynes, when in actual fact there is no
full employment in the economic or even the popularly accepted
sense of the term. Fifthly: this theory is concerned with
aggagate demand in the sense that any shift of demand which
does not affect the level of aggragate demand hags no négative
impact on the level of employment, _This way of thinking does
not coincide with tﬁe situtat;on revailing in'underdeveloped
countries where the degree of mobility of factors of production
is extremely low. Sixthly: the expansion of consumer goods
industries is not apt to be the effective engine for the
broper multiplier in those countries even withla high marginal

Propensity to consume,q)

3) Kalecki, M. No. 7,
%) See: Rao, V.K No. 10 see Demas, W.G. No. 2.



The volume of employment, in many of the under-—
developed countries, grows only to the extent to which the
supply of tools, equipment and working capital on the one
hand, :nd of wage goods on which the income of the newly
employed is spent, on the other hand are exps nded. Tt may
be hefa that théré limitation on employment are likely to
be 301nt1J operating, not alternative factors, this is
probably true. Yet, at the same Lime, one of them is
likely in any ziven situation to be the most effective
bottlenecke It may ve that their relative importance as
limiting factors changes at different stages of develop—

meut.s)

With this last in mind we consider now the main
feabures that come clouer to the heart of employment
problems.

(l) over population, disguised unemployment and lack of
employment opbortﬁﬁities'outside the agricultursl
sector, - i | B e 7 :

(2) Low 1eve1 and rate of lnc;ease of p?oduct1v1ty, low
1ncome, zero saving for the MBJO¢lty of the ;eople i
end very little capital per head or capitalizatiod
psr worker.,

it

5) See: Dobb, S.M No. 3.




(3) Shortage of social over head capital, ar infrastructure.

(4) Inadequate investument in human capital.

€5) Limited experience of the public sector and the technique
of planning.

(6) Imperialistic exploitation.

2 QQEQEEi_EEQ@l§E§_B§lé&ﬁg_EQ_E@ELQZQQEE_QEQQELQE=

The predominant feature of the Egyptian economy is
supply determined. The productive cgpacity of the economy
is the Key factor for further developirent and the elasticity
of supply is vital to its effectiveness. Such being the
case, Egypt is in sore need for complementarity effect of

investment in order to stimulate new energies and new capa-

cities for new productive employment creation.

Furthermore, bthe @ocess of economic “evelopment must
be a mean for bringing about full employment. This does not
mean that we are striving at full-employment for its own
sake but full-employment is an instrument which enagbles the
country concerned to realize the economic growbth, social
justice and at ‘the same time to achiéve an equilibrium of

the balance of payment and to avoid the danger of great

6) Higgins, B. No. 6.



inflationary strains,

2.1, The Demographic Factor

Ezypt is one of the most populous countries in the
world. Populgtion growth and population preasure repr esent
a serious socio=-economic problem which is further aggravated

by remarkable lack in ngburgl resources.

The populgtion was 9.7 million in 1897 and reached
about 37 millioﬁ in 1975 i.e. an incregse of agbout 27.3
million, representing an increase about 282% within that period.
One cannot find a similar increase in population in other count-
ries including India. The population explosion has become g
socinl phenomenon revealed by Ezypt's statistics which illust=-

rates a matchless population growth.

The population pressure inflicts g double loss: first,
through simple diminishing returns and second, by diverting

6)

resources. from more to less productive use.

As a magtter of fact there is close relaztionship between
the rate of growth of population as well as its age structure
and the manpower supply. Furthermore, a large lagbour force

requires a large stock of productive facilities in order to
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have the sagme productivity pér heads The percent of nationgl
income that must be invested merely to keep productivity

from declining is some three times the annual percent rate

of increase of the labour force. In other words, if the
labour force were growing by three per cent g Year, a level
of net investment of nine per cent of national income would
be required to prevent: declining productivity, while if the
rate of growth of the 1gbour force was one per cent a year,
the needed level of investment for this purposes would be
only three per cent of the national income, This rule of
-thumb ggsumes that the stock of capital must increase as
much as the lgbour force to Prevent g decline of productivity
and assume further that the stock of capital is roughly three
times as large as the current level of national incomc,7)

Yet the faster growing labour force has no adventages in
achieving a high level of savings to finance the needed higher

level of invegtment.

g=g=_§§3}gg_§nd the Investment Fund:

The rate of growth of national income in relation to
population, investment and capital coefficient can be figured

out by the following formula:
r =@ i/m) =P

7)3Coal, A. T No. ', Sangha, K. No. 11,



where

r - represents the rate of growth of income.per
capita.

1 - represents saving ratio

m - remresents capital output rabtio’

p - rewresents the rate of growth of population,

The humsn varigble 3‘M:cannot be controlled in the
ghort run and at the same timé, technical variable is relg-
ted to physical type of investment / it . is given via the
technical coefficient in the plan/. ' Such being the case

the facile princeps factor for the rate of growth of per

capita income and employment creastion is the nabional rate

of saving.

During the first five year plan / 1960-1965/,
the rate of growth of populgbion was 2.8%. In the mean
while, the annuél ragte of growth of the national income
averaged about 9.0% in current prices and 6.5% in constant
prices, This rate dropped during the period 1965/66 -
1966/67 to 5,4% in current prices. Since 1960, there
was a continuous increase in the rate of populgtion
growth. It is, however, clear that the high rate of popu-
iation growth has absorbed a great part of the national

income and consequently curtailed the potentiaglities for
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reinvestment and for creéting new capacities and employment
openingss The nagbiongl income and its rate of growth were
decreased duving the period 1967/68 - 1968/69 as a result
of the imperialistic aggression which affected ‘directly
mining, industry, transport, communication and storage‘sec-
tors, and alsc as a result of some deficiencies in the im-

plementation of the national Plan,

If we compgre the'rate of growth of nagtional income
with the raterof growth of the per capita income it will be
seen that the latter is less than the former as a result of
the continuous growth of population., The absorption of the
national income by excessively increase of population has

restricted the welfare of the soclety.

It is clear from the table no. 2 in the appendix that,
while the rate of national investment during the first five
year plan was 17.6% and 16, 3% iﬂ /1966-65/ and /1965-69/
respectively, domestic savings did not exceed 12,7% and

10.5% in ths same order.

Besides, one of the min problems which spring from the
policy of employment maximization in Bgypt is the dificulty
of stabilizing the price level and avoiding the inflationary

pressure., The cost of living general index reached 128,9 in
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1966/67 compared with 100.3 in 1960/6l. If we congider
food only, its index number was 98.4 gnd 152.7 in 1960/61

and -1966/67 respectively. That is why employment openingg
hing largely also on the development of wage goods. However,
there are wide spresd ideas among the sconomist that full
employment coudd be followed only at the cost of continued
inflgtion.

_2¢3. The shortage of cgpitgl goods: ‘
| Manufscturing sector could be devided into three :

categories, namely: 1/ Consumer good industry, 2/ Intermedigte
good industry 3/ Capital good industry. The share of capital
good industry t0 the total output of the Egyptian industry is
rather puny / viz., 2 Per cent in 1950 gnd 7 per cent in 1970
and congequently the greater part of the intermedigte goods
was allocated to the requirement of consumer good industry.
The moderagte increase of the capital good industry is not
gufficient for the development purposes. The available size
of capital stock would be affected, of course, by the stage

of development, speciglizgtion gnd by adcaleration of mgrket
oriented production, all those factors being interconnected.
That is why we should give specigl stress and concentration |
on the crestion of durgble cgpital assets, that is which /
beside the imported capital goods/ by their ngture represent the
planned investment.

It is uhfortunato, indeed, thgt mgny luxurious goods are
mgnufgctured in Egypt at present e.g., electric washing
mgchines, television sets, transistor sets, private cars,
refrigerators, etc., whereas, power and gutomgtic looms needed



for the most important and thriving industry in Egypt, viz.,
cotton textiles are, %o g great extent, still :meorted.8

Besides, the employment problem in Egypt will, how-
ever, require more constant appraisal and continuous adap-
tation of the policy to mgtch with the changes of the inter-
national econmomic structurs.

On the other hand the shortage of capital goods is
aPPeared in most cases, in the spread of small scale indust-
ries in the form of handicrafts and smgll workshops, depen-
ding completely on the avallable local raw mgterials. "The
Industrial Production Census - Nine Persons or Legs", igssued
by the Central Agency for Public Mobilization snd Statistics,
gives a clear picture of such industries and its role in the
Egyptian Economy.

As regards the relative importgnce of such industrieg
in terms of some smployment and production criteriag, it may
be worthly to mention that it employed gbout 4% of the total
lgbour force and 33% of the industrisl labour force; it ac-~
counted for 11% of the value added contributed by the whole
industrial sector, and some 3% of the total value agdded cont-
ributed by all.economic sectors.a_

Tablés Nos (647,8) in the statistical appendix give
gome detailed data about industries under discussion, it
shows that it employed more than 285,000 persons with an
average of 2 employees / establishment.

Concerning production, the total value of gross output
of those establishments gmounted to H. 142.2 m., out of

8) Central Bank of Egypt; No. 13,



