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L i (1)
L. Introduction:-

The purpose of ihe peper is 10 evaluste - in a summerized from -
the changes in the profile of Egypiien indusiry during the period 1952-
1968, This is done from the macro-economic point of veiw., The conclu-
sions of evzluestion ere - modestly enough - to give some direciions to

be noticed in drawing up the stratezy for the future industrielization of

the couniry during the remaining eesrly stages of industriszlizstion,
v 8 o el 3

The term indusiry - in the present paper -~ includes mining, qusr-
vyving and manufacturing branches of iandusiry. The classification of
inuustrg into branches is done according o ISICSQ) But to give the sticss
to ithe main.essence of the structural cnange without unuseful details
absut gach branch, manufactufing branchies are grouped, according o some
diflerent criveria, to certesin cateydries, TFor instance, sccordins tc

o

iLe criterien of ihe wmein use of the sroducts of each manufascturing brancih,

P

;1o Jisvinguished among consumer-goods indusiries, capitalegoods

5]
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Hassan Abd~Elaziz Hassan, The Problexs of Industrial Development irn
The U.A.R., Unpublished Ph. D. Thesis, The Centrsl Schocl of Plan-
ning and Statistics, Faculty of Economic and Social Sciences,
Warsaw, 1972. '

”(1) This paver 1s a sresented summsry of one of the studied vroblems in:

(2) M"ISIC" is the abbreviatior of MU.N. Iiadexes of Tae International
Standard Industrisl Classification of All Bcononic Activiiieés®,



industries and intermediste-goods industriesflgnd according to the
oriterion of the kind of the use, it is distinguished between con-
‘ (2)

sumer~oriented industries and invqstment-oriented industries.

The st=<r begines with a small review about the industrisl
seator in the.earlyufiftiés.»Hend;,it,inﬂestigatQ§hthg direction change otf't!
structure of induétry‘over the péeriod 1952#1968‘and illustrates to
what extent it was in accordance to the drawn policies of induse

point
trialization. The next /- as a pre-step for evaluatiion ~ investi-

gates the influence of tne explained‘structural-pattern oi the
development of the industrial sector on certain main important
macyo-economic variébles such as employment absorption and its
regional distribution, productivity levels, satisfaction of domestic

demand, internal-consistency of the industrial sector, and the

development and structure of exports. The last point - namely

(1)~ Consumer-goods industries include the following manufaciuring
branches =
food producis and beverages, tobacco manufacture, textiles,
apparel and Ioot-wear, wood products and furniture, printing
and publishing and miscellaneous.:

- Intermediate-goods industries include the following manufac-

turing branchesi-—
gianing snd. pressing, paper and paper products, leather and -
leather products, rubber products, chemizals; oetroleus and
cool products, non-metallic mineral products and metal producis.

-~ Capital-goods industries include the followingi=
electrical and non=electrical machinery and transportation
means indusgries, '

(2) Concerning the second classification, a distinction is made
within the category of intermediate-~goods.influstries vetween
intermediate-goods for the production of consumer goods and
intermediate goods for the production of capital goods. Then,
consuner-oriented industries include the first part plus con-
sumer~goods industries, and investment-oriented indusiries =



concluding comments = benefits with all the pgevxoui apalyalﬁ.in
evaluating the change in the structure of Bgyptian {ndustry and in
giving certain directiess for the future deveiopmént in the structure
of Egyptien industry. To give a scientific base for the eﬁaluation
and recormendations, the point of concludlng comments begines with a
smell comment on the present («1968) stage of BEgyptian industrializa=
tion and a short theoriticel comment on tho‘suitablé profile of indus-

LY

o include the second part phys capital-goods industries,
These classifications are used - with a 1ittle difference - by
Dr. F. R, Fahmy, seej F. R. Fahmy, Growth Pattern of Manufac-
turing Sector in Egypt, Memo No. 386, I. N.P-. CBirc, January
1964, pp. 132,




IZ. Industrial Sggﬁgr in Thg_@gglg_?ifties:

In the,early’fiftiés,”iﬂéué%}ynbéé'é small economic: sector.
It accounted for, ﬁéarl&, L.ﬁ. 158;4:£ifiioﬁb”or'l4.9 pér cent.of
the gross na@%énal pr&ducflig.1952/53<1)'an&'cdﬁﬁfibutéd with, about,
8.5 per cent_of tge_t§t;i empiéyhenitin'lé4?, At the same time, -
industrial gxéorts reprgsen%ea a'sﬁall fdrtioh. llﬁ-accounted, in

1952, for uearly L.E. 11.6 millions, i.e. 8 per cent of total exvoris,

from which finished products repreéentédEBJZ pexr cent of totgl exports.

Principal industries up to that time were those customary in
free-enterprise underdeveloped countries, based to great extent on
gomestic raw materials, mainly of agricultural 8rigin, ana had thelr
insured domesiic market, 1In 1952, mining and quarrying industry ac-

connted for a swmall propertion of 7.7 per cent of the gross value

3% o . o 2 . e o gl .
added by indnsirial :ector.( ) Manufacturirg indusiwy, which regre-

sented the most part of the industrial sector was domlnated bty cone

4

sumer-goods ‘indusiries. They accounted for nearly fwo thirds (63,¢

per cent) the gross value added by manufacturing industry in 1952,
Intermediate-goods and capital-=goods industries accounted for the
rest, vize 31.0 and 5.1 per cent respectively.cj)The most part;

nearly three quarters; of intermediste-goods outpui took its way as

(1) ab fixed 1959/60 market ‘prices. -
(2) See ‘table No, 1. .. : ,
(3) See table No. 2,



an intermediste goods for consumer-goods induétries end most of the

rest was for building and constructiqn activities, Therefore, consumer-
oriented industries accounted for 88,2 per cent of the gross value added
by manufacturing industry, while investment-orinted industries accounted
for the rest small part of 11.8 per cente Within manufacturing industry
the predominancerwas for the branch of food produpts and tobacco manufec~
ture. This branch contributed with about 41,9 per cent of the gross
value added of the manufacturing industry. Textiles industry ceme in

(1)

vhe sccond place contrivbuting with a share of 11,0 per cente

These industries subgtituted, maginly, previously simple-imported
consumer commoditiess By the ear1y>fifties, the process of import supn~—
stitution of these commodities had nearly come %o an =rnd., "Further and
impressive rates of expansion in the output of processed food and tex~
tiles could only be achieved either if local demand for manufactured
goods grew rapldly, if the efficiency of industry improved substantialyg,
or via exports“sa) But, the prospects of these possibilities appeared

limited.

(1) The data are in fixed 1959/60 prices; see the sources under table
No. 2.

(2) P. O'Brien, The Revolution in Bgypt's Economic System, Royal
Institute of International Affairs, Oxford Unlversity Press,
London, 1968, p. 20,




I1I. Jost-1952 Policies and Changes in the Structure of Industry:

Over the period 1952-1968 industrial sector expanded with re-
latively high growth rates, Gross value added by industry has been
more thar doubled one and half times from L. B. 163.5 millions in 1952
t0 L.B. 420 millions in 1968/69; enhancing the share of the industrial
secior in the gross national product with about 3.7 : 6.5 percentage
witi®s from 14,9 per cent in\l952/53 to 21.4 per cent in 1968/69, This
expansion has been, maihly, due 1o the‘eipanéidn of ﬁéhufacturing indus-
try which accounted for more than 90 per cent of the gross value added
»y industry. Concerniug miniﬁg and quarryiﬁg indusffy - the other com-
wneas Lart of tne industrial sector - in sddition to its small share,
i1is gross value sdded increased with smaller snnual rate, during the
pericd 1952~1964/65, nas not flourished to a positive-~higher rate excepi
during the last two years 1G867/68 and 1968/6¢ due tq crude petroleum

production.

TiI.i« The Pariod of the Fifties: This period had witnessed, early,

the activities of the Permanet Council of National Production, and latel
the implementation of the first part of the First Industrial Programie.,
Basic indusiries were stressed by the Council of Natiomal Production,
The First Industrial Programme took with the policy of realizing a
balance between consurer and proddcér‘goods industries on the base of
realizing self-sufficiency in produﬁing~all what can be produced localy
without neglect;ng the gxpansion of the industrial gqods having Toreign

narkets snd possessing the'dcméstic'eleménts'of suceess in addition to



the developuent of basic industries. Generally, the policies of in-
ductrialization before 1960/61 were of the character of import substit-
ubion one., As against the early fifties nearly coﬁpleted import sub-
stitution of simple consuumer goods, the targeted import substituiion
process was thought +to be in the fields of expanded consumer demand,
imror$ed durable-~consumer goods, intermediate producert!s goods and

capital gocds,

Fer fulfilling these policies certain priority criteria were
icated. Bub, there are great doubts about their fulfillment because
of the Jenginy and often contradictory 1list of prioritiss, and the mos~
tiy lac< of accurate economic studies to the selected projects. 4t any

now, in seleocting and expanding industrial projects, there were great

s

ceact o thne pressurs o the market to meet the unplanned expanded con-—

sumey w=2.,snd on th £

account ©

(&}
©

the expansion of internediate and capital
goods industriss. It is clear from the table No. 3, that during the
inplemented part of the First Industrial Programme, 1957=1959/60, zpert
. (1)

cies in the comparision, the proportionsl share
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of actuel allocated investments to consumer~goods industries was more
than the planned target. This was on the account of decreasing the
proporitional shsres of actuasl allocated investments to intermediate and

¢capitasl~goods industries.

(1) Sack a3 the possibility of correction which night have been done cver
the second pari of tihe period of the First 5-Year Industrial Progra-
mae, and tue shortage up to June 1960 in fulfilling the planned in-
vestment target with 35.5 per cent.



Within manufecturing sector, the most striking phenomenon is
the increase in the predominénce of consumer-goods industries which
accounted in 1959/60 for 66.7 per cent of the contributed gross value
added by manufacturing industry as against 63.9 per cent in 1952, The
nost expansive manufacturing branch was textiles indust sry which accoun~
bed in 1958/60 for 23.5 ver cent of the contributed pgross value added
py whe manuiacturing indusfry with 12.5 percentage units increase ths

5 1C2F2 pevcentape suares 1n addition to the expsnsicn in consumer—

o

gocds industries cetain diversificatlon has iappened - especialliy next

tr 1955 = in the side of sone modern durgble-consumer gocds snd sone
intermediste~pgoods ~ such as iron and steel, chemicals, petrolewa pro-
auets, etc. = and Yo little extent capital industriazl goods. But, the
growih of manufacturing industry by its three use categories (naumely,
consumer, intermediate ané capital goods) was with a 911__t structural
cnange. This slight siructural change‘was biased to increase the rela-
tive part of consumer—~goods industries, ducing the period L552-1959/60,
with 2.8 percentage units of the gross valus added by menufacturiag in-
dusiry and to decreasse those of intermediate ana capiial-gzeods inaustrics

with 2.4 and Q.4 percentage units respectively.

I+ is impertant to note that excluding frowm the previcus aunelysi

the two year 1952 and 1353; during which consumer and capital-geods in-

dvstries attained relatively high:growth rates while intermedlate-—goods iv
attained a minus growth ratej the relative share of consumer-goods
industry, during the weriod 1994-1959/CO stabilizes while 4thzt of inter
m:diate~goods industry increases with 1.7 percentage units and that of

(1)

capital-goods industry dgcreases with the same 1.7 percentage uniis.
(l) See Table No, 2.




Ccnsidering the classification of manufacturing industry by the
iwo main categories consumef-oriented and investement~oriented indus-
tries, it is possible to say that, during the period 1952-1959/60,
inspite of the increase in the share of consumer-goods industries with
2,8 percentage units and tha'dgcrease in the share of capital-goods in-
qustries with 0.4 percentage units, there was a relative noticesble
change in the allccation of the output of irtermediate-goods industries
hetween them mainly due to the considerable increase in the production
of fertilizers and iron and steelgl) Consequently, the proportinal share
i whe category of investment-oriented industries to gross value added

of mannfacturing industry increased from 11.8 per cent in 1952 to 13.2

1
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+22 Ihe Period cf the Sixtiess~ The First 5-Year Cowmprehernsiv

1980/61=-1954/85, stressed the need to expand productive i dustrias with

S2> It

a4 relatively higher growth rate than that for consumer industries
vas lndicated that special priority would be given to basic important in
dustrles on which the existent industries were dependent or which create

the means Tor establishing new projects eithier Dy supplying them witn soue

of their needsor by absorbing their production, This was the targeted

<i> Falts 1‘1ahmy’ Ibid@, Pe 6a
(2) The target was 1o expand productive industries by 210 pger cent and

o)
congurer indvstries by 37 per cent.
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policy as well as there were some indiceted priorities with certain
relative weignts for each; but the selected projects vere not, hostly,
adequately studied and there are certzin doubts about the considera~
tion of the indiceted invesiment criteria. The same, during the pre-

sent period 1960/61-1964/65, the uncontrclled expanded consumer demand

G

Ii

@ & great influence on the achieved structural manufscturing pattern
whirh wss noy in accordance to the targeted policy. Adctual invesiments
were nore provortionally allocated to consumer-goods industries than the

nioaned teroet and consequently less vroportionally allocated to inter-

(1)

sdlate end canital-goods incustriess

sally, over the period 1960/61-1964/65, insvite »f the locon £y

rh

£

of tne planned ' siructural change, there was a noticesble chanye in the
structure of menufacturing industry, as the proportiongl share of con-

sumer—£00ds industries in toe gross value added by wmenuracturing indusiry
B & < IS

dzclined with 10.3 percentage units while those of interiediate and canit

goods industries increassed with 3.8 and 1.5 percentape uanits. During this

'

period, in gddivion to the development cf %ne irzaitionsl industrics Tuosil

there was wore expansion of soume moderin latcricdlate oo0us induo-

(2)

tries such as chemicals, petroleum products clc. It is worth to mentic:

(1) See table No. 3.

{2 3By trzditional industiries it is ment industries which ere existent in
the Egyptian economy from relatively many years ago. The contrsst i
ment by modern industries.
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thet the lead is shifted from textiles industry to chemicals inf
dustry. The last 1lndustry realized the highest percentage share
in the increase of the gross value added by menufacturing industy.'
Its contribution of the gross value added»by manufactpring industry

incraeased from 5.6 per cent in 1959/60 to 12.1 per cent in 1964/65.

It is worth noting thet inspite of the relative great expan-
s*rn ir the proportional share of intermediste~goods indusiries with
8.8 percentasge units, thére was a very modest change in the distribu-
hicn of the products of thls category as between consumer-goods and
capital-goods industries. In 1964/65, a proportional share of about
3246 ;2r cent of the nst output of in}ermediaﬁe—goods industries was
absorbed Ly capital goods industries as agailnst 30 per cent in 1859/
60, Then, %ne allocated share of the output of the category of in-
ternsdiate=zoods to the production of consumer-goods was, still, high,
The net result was that the proportional shafe of the —-vnes value =d-
ded by invesiment-oriented indusiries, toc gross value added by manu-
facturing industry, increased from 13.2 per cent in 1959/60 to 18.4
per cent in 1964/65, while the proportional shere of gross value
added by consumer-oriented industries decreased to a relatively very
high level of 8l.6 per cent in 1964/65 as against 86.6 per cent in

1959/60.

Nearly the same investment criteria of the :First S5~Year plan

were mentioned concerning the selection of industrial projects of the

second S~Year Plan 1965/66—1969/7051) however the approach of annual

(1) UAR, Ministry oi Industry, Petrol and Mineral Wealth, Industr;
and_the Policies of Industrialization in the UAR, Arabic Socialist

Union, Cairo, July 1970, pp. 4:42. (in Arabic).




plans rather than of five years one was the case. The actual invest-
ment data for the period 1965/66-1969/70 show that the proportional
share ol the allocated invesiments Lo consumer-goods industries wsas
greatly decreased than pefore, while ithe share of ths allocated in-~
vestments to intermediszte~zoods indusiries was greatly increased.

But, capital~;00ds industries wer@, sidilly receiving small proportionsl
shares of manuracturing invesiwments. The svailable datas on the struc—
ture of maznufecturing industfy by the three catepories of uvse in 1966/
67, srhow a certain change in ithe étructure of incdustry in the side of
increasin, wne reletive share of consuwer lines of vroduction on the
zecount of fhe producilve ones. fet, thils small structural change

doas not reilect a direct intfluence of the poiigy of invesiment as it

(1)

is due t0 certain other deficiencies,

N

In short concernin; sthe struciurel change o5i manufaciuring

o)
<
o
h)

incustey

e 1% yeers frowm 1952 to 1967, it is possible Yo con-

. ~

clude that inspite of the predominance cf consumer-goocs incusiries in

<
953

-~

the early fifties, these indusiries have receiwveddirectlyy more than
one-thiva menufacturing investments end, indirectly, a big share of
1

the high proportional share of the actual allocated investment to in-

1
v

XD

rmediate—~goods indusiries. - However, these actuel echievements uere
nigher thsn the planned vargets, the lattef did not neglect the develop-
ment of this cetegory of industries, Then, consumer—oriented industries
sccounted in 1956/¢7 for s high share of the contributed gross value
aaded by manufacturiag industrytof namely 82 per cent eos against alit-

$le bit higher share of asbout 88 per cent in 19524 In convrary,

e e e B . o+ i e St

[

aocbivities was greatly responsiple for that paenomenonx

(1) Jhe tollowged, at the eux of 1905, Pelicy of shrinking the eoonunic



