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Introduction:

The ideas in this paper arz ithe main conclusions of the author's
Doctorate Dissertation sbout: "The Problems of Industrial Development in
The U.A.R.n¢Y

%

; The main thesis of the dissertation is 1to search whether the pro-
cess of the post-if5e Egypitlan industrisl £ has followed the moel
suitable pattern of development wihich in a course of convenient period of
time would create the efficient sroduction apparatus which could provide

the economy on flexible self-gai siaating
on and consumption whetiner regtly, or
reover, the thesis examines *hs factors
et results.

Then, it is clzar that ths purpose
and to evaluate criticelly the indusirial
gericd 1952-1969. The main thesis of the
drawing up & strategy for ithe future
Neverthneless = as a subsidiary purpose - it
and evaluation are = modesily enougn = to
inwdrzwving up the strategy for the future
during the remaining early stages of indus

v
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basis with its needs for produc-
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indirectly through forsign trade.
»hat have beer 1.nd the avtain-
of the study is to investigate

axperience Egypt during the

tudy does not ask -~ mainly - for
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to be noticed
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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 certailn sequence of
four stepse Sach step in its way of fulfilling its tasks benefits with
21l the previous ones as well as serves the following ones. The first step
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, it is concerned with the actual process
of industrialization since 1952. The third step analyses the inter-relatec
aspects of these problems with each one of certain macro-economic variables
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 macro~ecoﬁomic variablese The fourth step, cnrough 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 svaluating



each of the concerned wzgvects and =nds with a proposed model for the
future process of industrialization. The dissertation by its four cha-

prers comprises these indicated four steps respectively.
¥

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

under the folloving itemsi=
L. Bgypvian process of developuent in regards to the develop-
MENY S8Pe
Ii. #“endencies of secucuuulaiion,

III. Industrial developument inregards to the developnment of

the other economic sectors.
IV. BStructural development of ludustry.
V. The level of techanicul progress and techniques of droduction.
VI. Size-pattern trends and spatinl siructure .0 indusiry.

ViI. Final comments.



I, Bgypbian process of development in regards to the development gaps

i

A new face of Egyptian history has begun with the emergence oi
the 1952 Egyptian-Revolution. BEnornous changes in the political, social,
and econonic fields nave 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 %o the process of industrialization as it is considered

the corner~stone of the development process.

T

The realized recently Egyptian level of economic development can
be considered z higher one compared with ths pre=-1922, nearly, ons-halfl
century stagnated level of development. Per-capitva real iscome increased

A
o

with aoout its one-third over the period 1952-1969 as agaiunst

stagnated low level over the period 1913-1952. Hevertheless, the pest~105
process of development, particularly, the process of indusirizlization has
not been enough to narrow ths pre~1952 gap between the Egyptian level of
econonmic development znd those of the highly developed countries. The En
ian annual growth ruves of G.D.P. were lower than those of the groups of
centrally planned economies znd developed mzrkel sconomies. The differen
used indicators have proved that Egypt is, still, in the early stages of
industrizlization. As a matter of fact, now-a-days, the task is not easy
as developing countries are facing not only the problem of underdevelopéer
but also the problem of technological revolution taking place in the

developsd counirics.
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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

Lomestic saving ratio hap been stubilized around 12 per cent
during wout of the studiesd jeriod with a latter slight increase and a lagt
sreat decremse to 7.7 per cent during the year 1968/69. Apart from the

rsasa, this level may be a reasonable one compared 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

dorestic saving ratiq nas occurred ingpite of the rsalized relatively
hign annual growth rates of Ged.Pe and the folloved instituiicnal caslizes.
The most important was the adoption of the tﬁo required soeiwl reienrii
for secuwulation, vié. nationalization and lend reforme As a nacvisr
fact, on one hand, netionalizavion was followed, only, in the later yesars

5

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

'!i'iOn.
On the other hand, government policies - with agception during the

Lad g
’

~apind 1965/66-1067/68 - wers in the form of laaving »er cazita conszumption



levels Lo be improved.(l) This attitude was so clear fromg keeping the
increase of prices in noderate rates inspite of ithe followed budget de~-
ficit policy, lesé mobiliziﬁg agricultural economic surplus inspite of
its expansion - 2s a persenuage share of net agrlrulturul output - from
25.0 per cent in 1954 to 55.3 per cent in 1964/65, expanding free and
sermi~fres services in addition to the different measures of redistibu~
ting income in favour of lower income classes having higher propensity

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

-

Confining our comuments on industrial policies Ironm the point of
view of their responsibility on creating consumer demand, it is possible
to say that, during she period 1952-1959 a convenient relations were existc

from one hand, between the increments of gross value addec and the allocate
investments to the industrial sector in comparison with the other econouic

sectorsy »n4 Fram +the other hand, between the rates of growth

of labour productivity and the rates of growth of wages in

ng

manufacturing industrye In contrast,- - during the period 1959/60
1968/196S “he previous two phrenomena have been reverseds Then, indw
trial sector \with its policies) = particularly next to 1960 - has parti-

cipated in the explained aigh growth retes of consumption and the stabiliz

domestic saving ratice

-

The goverament attitude towsrd consumprion may be justified due <o
the 1952 low per-capite consumption levels. But, as a conseguence to tHe

low - in coumparison with the requirements of developuent - and stabilized

(1) Real per-—capita vjqumPtlon increased with average annual jrowth
rates 0f 5.0,2.5, 0.1 and 8.9 per cent during the period 1952,/5% m
1959/60, 1 960/01-;“64/65 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. Apért from the achieved productivity levels, these
ierate asccumulation 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,
41y, financed by foreign savings. From the other hand, high consump-
on ratios had the effect of more allocating the available resources to
wsuription objectives instead of producéive 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 koth
rrent and real consumption rates of growth., It was possible to know that
2 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

P 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, direcily, 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 wes not adopted in Egypbe In Egypt restricting domestic con-

sumption was accompanied by another policies rastricting;moreover,}nvastment

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

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

dustrial seactor with a large under-—construcbion capacities of thesegproducts

: (2

well as they weve due to some deficiencies in the pricing systems "The

most importent is to notice that mentioned by B. Hansen and G. Marzouk:

ireduction in consumpticn must not be allowed to lead to
£all in domestic production. This means... that a reduce-
tion in consumption will be a selution only if the consump-
tion in question consists of import goods, or is competing
directly with foreign demand for exportable goods, or the
rasources set free are absorbed in the production of ¢ -por=-
table goods, which will also be in fact sold abroai.  Pub,
the resulted change due teo the policies of reducing con-
sumption may not be as quickly as required. Therefore,con-
sumption must be cubt, but it matiers a great deal just how
this is dona®,(2)

Contrelling consumption is not an evil hy 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 instance the prices of durable-consumer goods were raised soO e
high for making a reduction in the domestic demand in order %o ;
save more ‘olumes %o be exported without examining the availability
of resl possibilities for exportation.

(2) B, Hansen & G. Marzouk, Development and Bconcmic Policy in the U.A.R.
(Bgypt), Nerth-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 leeaving domestic consumpition growing
witk kigh retes. Apart from populationgrowth; 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 nearliy stable without
a decrease as well as transfering the domeswvic saving from the private

hands to the public one.

—— T o

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. has 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

that the expansion of services was relatively high particularly during «

the last nize years 1999/60-1968/69.

sr mors of - ouns-quarter total investments have bsen allocated. In
woa herms, the yearly volumes of investments have been, nearly,

trinled Trom 1952/53 to 1968/69, But, even, the relative alloczted

investments to industry have been lower than the planned targets

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 and social considerations. The indicated undesired

high expansion of domestic consumption as against the mostly rigidity

of prices, might have the iniluence of umiss=suping tne pattern struc-

g
ture of G.D.P. and realizing foreiga trade deficit. The increased
demend on agricultural products necessitated the 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-
nee of foreign trads in the form of increased imporis of food particul-

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

of the increase in non=-agricultural cutput made possible by a transfer
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of resources out of agriculture can be exporied, or can peplace fore=
merly importéd 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
tge 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 relative insufficient industrial expansion and/or the nen-competi-

sive exports of the new industrial ocutput.

In sh9rt,_the given relative emphasis to the inﬁustrial 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
1nadeo:ate aarlcultural resources relative to their n0pu13+1on - like
Japan_an@ Egypt,— should export manufacture products znd 1mport agri-

(1)

culturai prod iucts.

IV, Strucuural development of 1nduat“yL2)

Within manufacturing sector the most strikinc phenomenon is the
predominance of consumer-goods industries which accounted, in 1966/67,
for about 58 per cent of the contributed gross value added by manufac-

turing industry. Considering the part of intermediate-goods indusiries

(I) See; B, Higgins, Economic Development, Constable and Company Limided,
F London, 19595 ‘Pe 3570

(2) For more knowledge about this . point, seej
Hassen Abd-Elaziz, Structuresl Changes of The Egypiian Indusiry,

InleQ, Heno. 1\0:10 d 1 ("-:11‘0! lo?__)o




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-
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-
~oods 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
mere labour snd more spread them asmong governorates as well as they
characterized by comparative advantages bacause of the mostly use of
domestic raw materials and the availability of their needed skillness.,

But on the light of tihe experiences of some other ccocuntries and the

present conditions of developing countries, these advantages are short-

run ones. If it was pessible to control the exnansion of domestic con-
¢

sumer demand and consequently if it was possible to export these saved
volumes; the expansion of these industries would have been justified, =

1 41 - 3

Zut, the sccurred case was that the allocated resources to these indus-

Q

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 accounted 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 investmente

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

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

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

gThen, the process of development had depended, mainly, with an inores

L)

ing volumes upon imports of these products.

ented in machinery building industries = have heen, nearly, naglectod.
=} ] u 9 &



