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PREFACE 

The International Security Assistance Act of 1977 requires that 

the Secretary of State convene a special interagency task force to
 

review the U.S. Security Supporting Assistance Program (SSAP) for Egypt 

and submit a report to Congress by February 15, 1978. To prepare this 

review report, the United States Agency for International Development
 

(USAID) sought assistance in appraising certain aspects of the Egyptian
 

economy. 
One such study was undertaken by Arthur D. Little, Inc. (ADL),
 

which was awarded a contract by USAID in November, 1977, to assess Egypt's
 

industrial sector. 
The key objectives of the ADL study were to evaluate
 

the current and potential contribution of the industrial sector to Egypt's
 

economy, to identify the constraints which limit industry's development,
 

and to make recomnendations for enhancing the industrial sector's con

tribution to Egypt's development goals. 
Special attention was to be
 

given to the role of the private sector in Egyptian industrial develop

ment. Another outside study group focused specifically on small-scale 

industry in ypt. 

In view of the time: constraint, the ADL study by'necessity had a
 

somewhat narrow scope. It drew on other studies recently prepared on 

the Egyptian economy and'relied to'a great extent on information and 

impressions gathered during a two-and-a-half-week visit to Egypt by a 

group of ADL consultants. Another limitation on this study was the 

absence of a macroeconomic study addressing questions such as the
 

balance-Qf-payments problem, the dual exchange rate, and the relative 
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Importance and role of sectors other than industry. Several of the most 

Important issues concerning industry ought to be investigated in the
 

context of the economy an a whole rather than only from an industry

sector perspective.
 

The ADL team of consultants participating in this study included 

Dr. William A. W. Krebs, Mr. S. James Langley, Mr. Demosthenes Menegakis, 

Dr. William Reinfeld (Project leader), Mr. John C. Stephenson, and 

Mr. Eduardo Tugendhat. The Egyptian consulting firm of Ksrel Brothers, 

Ltd., also contributed to the professional effort of this study. 

•The ADL team wishes to acknowledge the excellent cooperation 

received at all levels in the USAID Mission in Egypt, from officials 

oflthe Near East Bureau at USAID Washington headquarters, and from a 

Swlde' 	range of officials of the Government of Egypt as well as repre

sentatives+of the Eypt ian private sector. 
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I- SUMMARY FINDINGS AND RECONMEATIONS 

A. GENERAL OUTLOOK 

In view of Egypt's current economic structure and resource base
 

industry has a vital role to play in the overall economy, namely, to 

(1)create jobs and increase income for the domestic population; (2)
 

generate the foreign exchange necessary not only to sustain itself but
 

to finance the importation of the goods and services required to enhance 

the standard of living; and (3) provide consumer and capital goods for
 

domestic markets.
 

To fulfill this role industry will have to grow significantly faster
 

than it has in recent years-industry's contribution to GDP has remained
 

at around 20Z since 1965. 

S While there are encouraging signs that industry will rise to this
 

challenge 
 (e.g., the open-door policy, recent Governmental decrees, posi

tive attitudes, and resources on which to build), the outlook for rapid
 

industrial growth must be viewed with reservation. Most of the positive
 

aspects about the current situation and prospects for the future must be 

qualified with statements that limit their favorable impact. 
Furthermore
 

a number of important fundamental problems that have plagued Egypt in the 

past remain unsolved.
 

B., FAVORABLE SIGNS AND QUALIFICATIONS 

..One of the most encouraging signs is the explicit "open-door", policy, 

announced in 1973 which, in effect, invites the private sector-domestic
 

ind.foreign--to participate as investors in the expansion of Egypt's economy.
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All Joint ventures with public sector companies are officially to be in 

the private sector and not subject to the body of regulations governing
 

public corporations. While we have 
no reason to doubt these intentions
 

of the Government, 
 Egypt's private sector, as well as the international 

comunity, have been cautious in responding to these decrees. 

The emerging strategy of the Government appears to be that all major 

industrial expansion (other than defense, public utilities, and basic
 

industries) 
will be left to joint venture and private sector investment. 

However, there are conflicting statements regarding this intention. For
 

example, the not-yet-released Five-Year Development Plan explicitly states
 

'that.,.the'principal responsibility of implementing development strategy
 

willtbelong to the public sector.
 

There have been a substantial number of applications and approvals 

Sfor: pdvai e sector 'investmient in industry, following the passage of the 

pirivate rnves t. law. 'However, as yet, few of these projects have 

e iit itreached t oper a stae and is not possible to project how far 

fi completion most projectsiaire. Those which have been brought to ths 

operatifig stage thus far: tend to be relatively small, consumer-oriented, 

ad,*req~ire a' qu4ick rtrn on ivestment. 

:*-Foreign assistancein the fo aof grants, aid and technical support 

has increased substantially in both quantity and quality, amounting to 

roughly 1$2.5 billion annualy at this time. However, the bulk of this 
assistance comes from, a small numberof'countries, making it highly 

1to hpolidiesof a few 6outres. Furthermore, additional
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essential comit mnts are estimated by the World Bank as likely to require 

an average of $2.5 billion annually between 1978-1980 and substantial 

amounts thereafter.
 

There appears to be a positive attitude in both the public and private
 

sectors regarding the expansion and widening of industry, recognition of
 

the constraints which limit accomplishment and steps needed to achieve
 

Egypt's industrial potential. However, an explicit strategy is lacking
 

and statements by officials are often found to be in conflict with one
 

another.
 

Important assets upon which to build a large industrial sector exist
 

including: a significant domestic market; a geographically strategic
 

location; a large potentially capable laber force; some valuable natural 

resources; basic infrastructure; adequate technical, educational and 

financial institutions; and an existing industrial base. However, the 

domestic market is characterized by low purchasing power; the geographi

cally strategic location is in.an unstable political region; much of the 

labor force lacks management and discipline; natural resources. areo 

limited, particularly land; infrastructure is not always.well,main

tained and is particularly poor in the case of telecommunications;, 

technical, educational and financial institutions are; inefficientand 

uncoordinated; and the existing industrial base' is,*poorly maintained 

and, in some cases, underutilized. 

Arthur DLittlelr.. 



C. FUJNDAMENTAL PROBEMDS' 

In addition to the limitations cited above, there exist several
 

fundamental problem areas which must be addressed in an industrial
 

development strategy if Egypt is to achieve its potential 

One of the most basic problems is that industry suffers from
 

inefficiency, low quality, and high cost. These impediments to further
 

industrialization result from shortcomings in: management (at both the
 

central and enterprise ievel); appropriate incentives; marketing and
 

export orientation; quality control; and cost consciousness.
 

Another fundamental problem is that the environment within which 

industry operates isnot, at present, conducive to achieving full indus

trial potential. Environmental constraints include: excessive bureau

cratic and legal'procedures; price controls; lack of assurance of long

term availability of foreign exchange; an oppressive taxation structure;
 

restirictve.laborlaws;* and weak institutional systems. 

inally, theplani~n~g framework within which industry operates is 

weakojparticularly iithe areas of project identification and evaluation 

and inves:t6nit. giiideiines . 

::I' RCOKOKNDTIONS 

-. Thi:;challengesb.mentioned abov are we]l known to leaders in the 

Eyptian economy.and efforts are underway to find solutions to many of 

the problems impeding mo-e rapid industrialization. The following 

recommndations focus on several areas in wdch efforts could be enhanced 

through program development. They are not addressed to any particular 
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agency and not necessarily intended for USAID action. 
They stem from
 

our belief that, in order to achieve its goals, Egypt.must (1) make
 

industry more efficient, (2) make it internationally more competitive
 

,in cost and quality, and (3) develop a larger export base. 
The recom

mendstions fall into two groups-those which can yield near-term benefits
 

and those which have a longer-term payoff.
 

Recounendations with Near-Term Benefits
 

1. Highest priority shouid be given to making existing industry
 

substantially more efficient. 
Accomplishment of this goal
 

would be greatly enhanced by providing the management and
 

, technical skills now deficient as 
quickly as possible. Three
 

,,!routes are possible:
 

a. Making use of technical advisory services. These 

services should be capable of providing assistance in intro

ducin S modern managmena-t Iechiques, better use of equipment,
 

improved' raw materiiliconservation, and other operational 

matters.o: 

b. Enging~ ma agement' ervices, through contract, to 

,work within industry. Such services can provide existing 
industries with "inediate internal management techniques which 

they are now lacking. Contracts may be for the employment of 

individuals in certain cases 
nd for the essumption of the 

full management function of the enterprise in others. 

c. Finding appropriate joint venture partners who would
 

be willing to contribute managerial and technological know-how.
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Pursuing these .ines of action, as appropriate on a case-by-case 
basis, will also enable existing industry to become more compe

titive internationally in terms of price and quality. 

High priority should be given to stimulating exports. The most 

immediate returns cau be expected from a program designed to 
identify products and markets in which Egypt has a comparative
 

advantage. The numerous studies Identifying industrial projects 
which have been conducted do not stfficiently address themselves
 

to this impor'tant goal. 
The products and markets identified
 

should be selected not only on the baois of their current
 

marketability but on considerations such as net national ben&

fit, stimulation of further investment and market stability.
 

The program nhould also include incentives for developing export
 

markets and a strategy for implementation.
 

Recoendations with Longer-Term Benefits
 

1. 
The potential opportunities that do exist for further industrial

ization could be realized more quickly and efficiently if a hgh

level capacity were established to identify, evaluate and promote
 

high-priority industrial projects. 
This process requires a
 

systematic approach to selecting those industries which are
 

consistent with national goals, performing prefeasibility 

studies on specific projects, ranking them in order of economic 

and social desirability and then promoting them among potential
 

investors. 
The effort must explicitly take into consideration 
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the plans, goals and targets of ali sectors of the economy

e.g., agriculture, housing, education, etc.-so that resources 

can,be allocated as efficiently as possible. 

The authorities to whom these responsibilities are given must
 

have available highly capable technical staffs and must be in
 

a position to make high-level decisions regarding investment
 

programs.
 

2. 	 Capabilities in promotion of both industrial opportunities 

and products made in Egypt are in need of strengthening. This 

could be accomplished through a specific program designed to 

"market Egypt." It would have to include development of inform

ative and attractive publications and other visual presentations 

that could be used throughout the world. The program would have 

to be managed by sophisticated and knowledgable Egyptians who 

'would travel widely and be available to receive businessmen
 

seriously interested in investing in Egypt.
 

Other elements !of such a program may include carefully-planned 

,nvestment seminars in principal foreign commercial centers 

with follow-up provisions, well-developed techniques for 

assistance in.finding appropriate joint venture partners, 

,monitoring what Egypt's competitors are doing and establishing 

promotion offices abroad. These promotion efforts ought to be 

aimed not only at investors and consumers of Egyptian products 

but at potential participants in free zones and tourism as well. 
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Another component -of this recomeudation is the creation of a 
"one-stop" agency to deal with interested investors. This 

agency would "process" them through the bureaucracy as zxpedi

tiously as possible, providing all the information the potential 

investor may seek ,ith minimm effort for the interested party.'
 

3. Small-scale industry in Egypt is in need of technical assistance
 

in the form of basic business management training (including
 

project evaluation), technical advice and skill upgrading.
 

Inasmuch as administrative responsibility over small-scale
 

industry is divided among half a dozen ministries, focusing
 

on comon problems and taking proper remedial action is made
 

more difficult. Support should, therefore, be given to the
 

recomendation put forth by a recent IBRD Mission that respon

sibility for small-scale industry should be centralized in a 

r eorganized Small Industries Department in the Ministry of 

Industry. Among the functions proposed for the Department 

would be to (1) streamline and improve upon the efficiency of 

administrative procedures, and (2) eliminate existing biases 

,:against small-scale industry ,with respect to incentives, pro

curement and .taxation. 
Industrial manpower development, planning, policies and program 

implemetation may. be improved by encouraging an independent 

,industry-government council to advise those goverment/academic 

bodies charged with these functions. The council should period

ically:review evolving industrial requirements, academic and 
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vocational school curricula, Government support of industry
 

training programs, incentives and inducements offered to
 

graduates to enter industry, and make recomendations aimed
 

at matching plans and actions more closely to emerging require

ments. The. principal benefits would be (1) assurance that
 

government planners and implementers have ready access to
 

informed industrial viewpoints and (2) that manpower develop

ment is coordinated vith manpower needs.
 

5. 	Development of management skills and of an environment conducive
 

,to industrialization have been assessed as constituting serious
 

constraints to industrialization. Consequently, programs should
 

.be developed exposing middle and top management Egyptians to
 

modern business practices, decision making and industrial tech

nology. Through the "demonstration effect" such programs would 

introduce international standard management capability and
 

develop future management and ehtrepreneurial talent. Thus,
 

these programs should emphasize practical and conceptual
 

development and de-emphasize institutional and formal academic, ' 

instruction.
 

oIn 	addition,- considerationv should,?be given to ,establishing an 

,,explicit .nation6l"program:of productivity improvement for indus

try., Theprogram :should .also .be .cherged with 'acquisition of
 

foreigntechnology .and management know-how. Such programs may
 

.be .prginized-along lines that were highly successful in bringing
 

SUS.techial and management talent to bear in revitalizing
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industry in Western Europe. n Marshall Plan days after World
 

War IT-and later in a number of developing countries in some

what altered form.
 

6. The legal and administrative environment within which industry 

operates is considered by many as a constraint to industrializa

tion. Labor laws in an effort to protect the worker from arbi

trary and unfair management practices limit management's freedom;
 

wage and employment policies and lack of incentives limit manage

ment's drive for efficiency and productivity. The slowness or
 

lack of decision making within the bureaucracy inhibits fast
 

administrative action in all spherea.
 

While these problems are well known and publicly debated, they
 
need to be systematically studied, rationalized, and acted upon.
 

It i" recognized that solutions are unlikely to be found in the
 

uhort term, however, a conscious effort to address the problems
 

will be beneficial. 
It is suggested that studies of administra

tive reforms and unemployment compensation systems coupled with
 

liberalization of the labor law be given a high priority. 
Such
 

studies should be followed with J-ediate implementation action.
 

Industrialfreeazones. represent.a means of generating markets
 

forEgypt'.s,.resources and its domestic production. 
They should
 

notibe viewed as an-end in themselves. The needs include:
 

a wiel-thought-out statement of objectives, goals and targets;
 

ldentifIca|ion-of industries and regions in which development
 

are ,sought; a statement of environmental standards to be
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followed; and an aggressive promotion program. Further thought
 

must also be given to the incentives being currently offered to
 

investors in the zones. As they prese.ily stand, they appear
 

not 	to reflect, as effectlvaly as possible, the goals sought
 

for 	the free zones.
 

8. 	Although not dealt with explicitly in this study, tourism 

represents another market generator for Egypt's industry 

and therefore a potentially significant provider of economic 

opportunities. It must not be viewed as an end in itself,
 

but 	as a means for achieving broader goals. These goals, to 

which tourism development should be addressed, have not been
 

articulated, nor has a coordinated national tourism development 

program been produced. If tourism is to be a productive economic 

sector, industries must be identified which could be stimulated
 

by 	tourism (e.g., food, construction, furniture, handicrafts) 

and 	policies must provide the assurance that further tourism 

development will'create further industrial development. Planning: 

along these lines is greatly needed in Egypt. 

11 
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II. CUMRENT SITUATION.
 

A. BRIEF 31STORICAL BACKGROUND
 

The development of industrialization in Egypt may be briefly
 

described in three phases. 
Although there had been spurts of industrial
 

growth at the turn of the 20th century with an export-led growth (mostly
 

textiles), the beginning of sustained industrializaiion commenced in the
 

late 1920's. At that time, the country began to pursue a more vigorous
 

import substitution policy as the result of (1)a decline in exports, (2)
 

the emergence of national enterprise, and (3) the tariff reform of 1930.
 

Increased participatiou of local capital and entrepreneurs, embodied
 

in the Bank Misr, as crucial in financing and promoting industrial
 

development in these years as well as in securing favorable protectionist
 

legislation.. The.emphasis on protection for industry was particularly
 

important in stimulating a fairly rapid growth of industrial output,
 

which was marked by a significant increase in productivity between 1938
 

and. 1946. 

The second phase of industrial development began following the 

revolution of 1952, although it did not take definite shape until the 

early 1960's. Spurred by a desire to speed up industrialization, a
 

Permanent Council for the Development of National Production was
 

established to study and Implement development projects. Its proposals
 

and investment program gave the Government a stake in a number of
 

important industrial projects and led directly to the First Industrial
 

Plan (1957), and the First rive-Year General Plan (1960/61 to 1964/65).
 

By the early i960's industrial investment became almost exclusively a
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Goveriment activity. The public sector dominated industry, particularly 

following the impetus given to nationalization after the 1956 War. The 

process was marked by: canttal planning; the public sector accounting 

for about 70% of industrial output by 1973 and 75% of value added; the
 

private sector relegated to small-scale industry, while public
 

companies became increasingly large (about 135 companies); public
 

sector concentration on heavy and intermediate industries; and a
 

significant decrease in the rate of industrial growth and productivity.
 

The third, and current, phase of industrial development strategy
 

made its first appearance in 1973 with the so-called "October Paper"
 

outlining a new "open-door" policy. This new strategy calls for economic
 

liberalization involving revitalization of the private sector, encouraging
 

foreign investment, and greater efficiency for the public sector-all in
 

an attempt to restimulate the Egyptian economy.
 

B. STRUCTURE OF INDUSTRY
 

For purposes of analysis, the industrial sector can best be 

characterized in two ways: by subsector and as between private and 

public ownership. The Government has divided industry into six sub

sectors which will be used here, despite the fact that the composition 

of each is often illogical. In order of their contribution to industrial 

output they are food processing, textiles, chemicals, engineering, 

metallurgy, and building materials. Table 1 indicates their relative 

Lmportance in terms of value of production. 

The relative importance of private and public sectors can be seen
 

IA Tables 2 and 3. The private sector is relatively unimportant in
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TABLE 1
 

CONTRIBUION BY sUsSECToRITO INDUSTL OUzTPT 1
 

(Millions of kE, current prices).
 
Share of Total
 

Industrial Output
 
Value of Output 1975 1976
 

1975 1976 (Z) (Z)
 

Food, 700 760 31 28
 

Textiles 688 756 30 28
 

Metallurgy 159 447 7 17
 

Chemicals 272 247 12 9
 

Engineering 222 N.A. 10 N.A.
 

Building .94 4.A. 4 N.A.
 
Materials
 

Does not include firms with-less han 10employees ada small number o~f
 
public sector companies not under the Ministry of Industry, but these
 
,would. not significantly ,change::the picture. ,Figures are sales and 
!not value added.* 

Source: 	 IBRD, Arab Republic of Egypt, Survey of Small-Scale Industrv; 
Septrher 

. D1977.'. 
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TABLE 2 

PRIVATE AND PUBLIC SECTOR INWSTRIAL 

OUTPUT,* INES114ENT AND EMLOYMENT: 1976 

Output 
bE Million Percent 

Investment 
bF'Million 

Employment 
Thousand Percent 

Private 735 27,2 94.7 623.2 54.2. 

Public 1,962 72.8 212.7 526.3 45.8 

TOTAL 2,697 3 100.0 N.A. 1,149.5 100.0 

1Private investment figures are "approvals" by GOFI. 
Actual investment
figures are not available but have been generally estimated at one-third

of the investment level approved. 
Figures do not include foreign invest
ment. Because of the incongruity of the public and private figures, totals
 
and percents are not tabulated.
 

2Employment figures are for 1974 because more recent private sector employ
ment statistics are not available. The historical trend indicates that
 
this structure still holds true (see Table 10).
 

Output figures.are sales and so include much double counting. Appropriate

value-added figures are not available.
 

Sources: 
'Ministry of" Industry,. Petroleum and'Miningv IBRD-S*iail-"Scale Industry. 
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__ _..(bEa" t io 

..- qds,592 18, ,'7 4 _ 
~~756'563 

~t~h.±ca~u180 7 252 29 ', 

-7 

.....
Odit uffs*...... ....... 59 

g3826 

g (1975), 42 19Ehn$:eering '180 


Building Materials 77 17- 94 18
 

Leather: and -177 177 100
 

* Woodworking, 

combines1From IBRD,,Survey of Small-Scale Industr.. TheMinistry, of Industry 
and does not administer bu :ilding4, materials." 'Outputmetallurgy and engineering 

estimates of two sources differ slightly. 

Source: Ministry of IndustryPetroleum and, inng. 

7n
 

Aa 

V, 



terms of value of output and gross fixed investment with about 30Z and 

10%, respectively, but is disproportionately important in employment 

with 54Z. The public companies account for zore than 75% of value 

added in industry. Much of this is explained by the very large and 

increasing size of public sector companies compared to the small size 

of private sector firms, Government control of investment allocation,
 

and greater capital intensity in public sector companies.
 

The food processing industrV is made up of over 1,000 establishments,
 

although all but 21 of the establishments are small private concerns.
 

The public sector companies account for 88% of the value of sector out

put and employ over 80,000 people. The most important public company 

product areas are sugar and sweeteners, edible oil and soap, dairy 

products, cigarettes and tobacco, and beverages. Animal feeds-and 

textile starches are also includedin this sector., The sector 'has 

experienced little growth in production output in physical terms in 

recent years and capacity utilization remains around 70%. There have 

been almost no exports, while imports, particularly of edible oils and
 

oil seeds, are rising rapidly. The food industry is marked by frequent 

shortages of raw materials (aggravated by a lack of -coordination between 

ministries and pricins policies), old and badly maintained equi-ment, 

and a pricig and priority syste t 4hateliminates profit and. efficiency 

1Additional performance indicators for all sectors will be sun-arized 

below, and a detailed analysis found in Appendix A. 
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The textile industry has long been one of the mostJ important Iin 

terms of value. Its major contribution, however, ham been as Egypt's 

principal industrial exporter, accounting for hE105.5 million out of 

hE207.1 million in total exports (public and private) in 1976. An 

additional bE228 million in fiber exports are usually classified as 

textile exports. The 29 public companies account for 80% of productive 

capacity, including 100% in cotton and wool yarn, and wool cloth, and 

65% in cotton cloth. Small private establishments end workshops produce 

35% of cotton cloth, 55% of knitted cloth, and 30% of made-up products.
 

Textiles are also the major industrial employer with 281,900 workers in 

1976in the public sector alone.
 

A number of problems threaten the export competitiveness of textiles:
 

low quality (already almost all te.xtile exports are directed towards 

centrallyplanned'economies with' lower product quality standards); low 

machine Iefficiency; danger of raw materials shortage; and extremely low 

labor: productivity.,, Other problems include' waste of raw materials,' 

inefficiencies lintrodued: by subsidization:,:*: price controls ; and lack-' ,, 

of1skilled management and labor.'= 

The 'chemical!' industry is a catchall for2 -a4wide' variety of produts, 
includinfg basic cheimicals, ' pulp 'and. pipet"r..rubbrfpa.. tpape+-ubbr.,.., erilizers + plactids, 

leather-':woodproducts, and others.+The pablic *ector, representing 

73%, of the' value of production, is made-up 'of :31'.companies concentrated 

-in pulp .and: paper ;s basic. cheticals'and fertilizers. The private' sector 

include ostly lestablisentin leather and wood products. 

Public3 sector.+employment is&about 50,000.+++: The limited exiorts and 

substantial'<imports ,(ofequipiment~'and++raw materials) have resulted in a 
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considerable trade deficit la:,this subsector. The value of,
 

production is about %L200 milliot where it has hovered "for the last 

several years. 

The engineerin s industries subsector is composed of fabricated 

metals, non-Qlectrical machinery,, electrical machinery, transport 

equipment, and professional and scientific equipment. Electrical 

machinery, transport equipment and fabricated metals each account for 

about 30Z of production output, while the insignificance of non

electrical machinery is striking. The UE222 million in .)utput in 1975 

was+only 8% of total industrial productiou,, which is too little for an 

Industrializing nation. Twenty-nine public sector companies accounted 

,+,for, over,80% of the production while about 229 private firms and 

17,,!413 .yorkshops accounted for the rest. (mostly fabricated metal). 

Exports.are insignificant, while imports are very large and growing 

rapidly, Alaely because of transport equipment and non-electrical 

machinery Imports. - The principal problems in the public sector are 

thought to be: , a shotage, of basic management skills, poor labor 

performance, lack of an effective marketing function, a technology gap,
 

:delays in obtaining supplies, !the approval of price increases, and the 

,execution of.new project s... The small private sector is particularly
 

creative and dynamic,.but sufferssfrom shortages of foreign exchange, 

equipmet, parts and raw materials. 

The m:etpallurgical roducts industry produced output valued at 

almost,,"500000 in 1976, .up sharply from bEl60,000 the year before. 

iron and steel account for almost all of this, with nonferrous metals 

(especlaly aluminum, copper, lead, and zinc).filling out the total.
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Cnly abott 10Z is produced by private establishments, theme being mostly 

small foundries. Some Important joint ventures now under consideratiou 

could alter this situation. The industry is marked by very low
 

capacity utilization, overmanning, costs greatly exceeding the fixod
 

price, and raw materials of poor quality.
 

The building materials subsector is made up of cement and cement products, 

bricks, flat glass, refractories, quarry products, and ceramics. Most 

are produced by a small number of public companies except in bricks and 

tiles where private establishmants are completely dominant. In all 

product areas except cement, production satisfies demand. Factors 

shaping the industry are: inadequate supplies of raw materia.s, poor 

maintenance of equipment, and the lack of exports and export potential.
 

Almost all industry is either directly or indirectly administered
 

by the Government. Most public sector companies are under the Ministry
 

of Industry (over 80Z in terms of value of production). Exceptions
 

are pulp and paper (Ministry of Culture), building materials (Ministry
 

of Housing and Reconstruction), and assorted military factories. The
 

Ministry of Industry administers public companies through: (1)its
 

own sector departments responsible for overall performance; (2)the
 

General Organization for Industrialization (GOFI) in charge of studying
 

and approving projects over iE500,000; and (3)General Assemblies.
 

The Ministries of Planaing, Finance, and Economic-Affairs have important
 

inputs into all public companies through their control of central
 

planning, production targets, and investment and foreign exchange
 

allocations. A Supreme Council for each sector coordinates all these
 

functions.
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Private Industry is controlled by the Government insofar as:
 
investment 
 and foreign exchange for large projects and 1iports need to 
be approved. Previously, the threat of nationalization-of large
 

companies was, in effect, 
 a very powerful form of control.
 

Government 
 policy and control mechanisms will be discussed in
 

greater detail later in this report. 
Also, see Appendix B.
 

C. PERFORMANCE OF INDUSTRY 

1. output 

Industry and mining have accounted for about 21Z of GDP and this
 

share has remained almost constant since 1965. Real GDP growth 
was
 

moderate from 1965 
 to 1973 when it was an average 2.6Z. Since then, 

it has been 3.2% in 1974, 9.8% in 1975, and at least that in 1976.
 

Similarly, the value of industrial outpat has 
 fluctuated between negative 
growth rates and 4% during the 1965-1973 period, after which a recovery
 

culminated with an estimated 10% growth in 1975 1976.
and 


Industries experiencing particularly rapid growth in 
 value in
 
recent years are textiles, 
 foodstuffs, and metallurgical products as
 

shown in Table 4. 
However, as indicated by Table 5, most of the increases 

are due to higher prices and not increased output.
 

2. Consumption, Capacity, Productionand Capacity Utilization 

Aggregate figures comparing consumption, capacity and production do 
not exist and may well be impossible to compile. onlyIt is at the sub

sector and product area levels that some information is available and 

where some general comments can be made. 
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TABLE 4
 

PROJECTED PRODUCTION DURING PLAN 
GROSS VALUE INDUSTRIAL PRODUCTION--973-19 

7 7 ; AND 
(E Millions)
 

Food> .-W. 


Public 

Private_ 


Textiles . 
Public 

Private 


Chemicals. 


Public 

Private 


Engineering 

and Metals
 

Public 

Private 


Mining 


Public 


Woodworking 

Products
 
Leather 


Products 


TOTAL 


Public 


Private 


1973 1974 1975 

561.0 608.6 ,<698.0. 

445.5 481.6,-.", 548.4 
115.5 127.0 149.6 

546.9 -, 603.3 690.2, 
411.1 458.3 i.-; -503.9 

135.8 145.0 186.3 

139.7 195.5 - 267.41 

'1014 
:.38.0 

1 3.4 
42.1 

207.1 
60.3 

244.1 319.6 385.5 

204.1 271 0 329 

40.1 48.6 57 6 

7.2 7 7 0 

t 

38.6. 39.3 398' 


-

1,594.3'. 1,832.2 2,174.5 


1,169.3 •1,370.0 1,594.3 

580.2
425.0 462.2 


1976 


774.0 

591.7 

183.1 


9755.8 
563.1 

192.7 


252.5 


180.4 

72.5 

446.2 


..381.2 

65.0 

7.7 


60.4 -


-602162.2 

2,459.6 


1,742.1 

735.5 


Target 


861.0 


656.6 

204.5 


810.9 

615.2 

195.4 


300.5 


223.9 

7.6.6 

527.9 


458.2 

69.7 


1.0 


51.9 


125.2 

2,688.2 


1,964.9 

723.3 


1977 

Actual 

Jan-Sept 


655.7
 

505.5 

150.2
 

625.9
 

471.5 


154.4
 

202.3
 

147.0 

55.3
 

391.6
 

337.6 

54.0
 

.0. 

39.3
 

127.2
 

2,046.0
 

1,465.6 

580.4
 

Estimated 1982 

Value Percent 


759.0 25.3 


826.0 27.5 


400.0 13.4 


950.0 31.7 


60.0 2.1 

2,994.9 


Average Annual
 

Rite of Growth
 
1978-1982
 

6.0
 

9.8:
 

18.1.
 

25.9
 

27.9 

13.0
 

only industrial subsectors under Ministry of Industry, Petroleum and Mining, accounting 
for over 85Z

Includes 
Excluded are building materials, pulp and paper and military
 of the gross value of industrial production. 


factories.
 

Source: Ministry of Industry, Petroleum and Mining.
 



TABLE 5 

OUTPUT OF SELECTED INDUSTRIAL PRODUCTS
 
(InThousand Metric Tons Unless Otherwise Stated),
 

Tarset Actual 
Subsector 1973 1974 1975 1976 Jan-.Sept
 

Textiles
 

Cotton Yarn 182 179 181 193 221 155
 
Cotton Textiles 118 120 122 138 146 97
 

Foodstuffs 

Sugar 633 577 526 576 650 608
 
Cheese 135 135 153 147 143 125
 
Preserved Fruits 24 18 24 48 56 40
 

and Vegetables
 
Cottonseed Oil 160 170 161 150 162 124
 
Oilseed Cakes 600 540 720 417 411 363
 
Soft Drinks 600 660 784 960 1,278 906
 

(Millions of 
Bottles)
 

Beer (Millions 32 29 29 30 36 29
 
Of L~ers) "
 

Cigarettes (Thou- 17 182 21'. 23 '26 19
 
sand Millions)
 

.Chemicals
 

Sulphuric Acid 23: 30 ,36, 28 , 36 20
 
Superphosphate 419 , "465 520 493 565 373
 
Ammonium Nitrate 210 : 320 400 530 665 571
 

31%
 
Tires (Thousands) 860. 814. -.,923, .859 961 715
 

Engineering Products : - - " 

Cars (Units) 5,590- -8,169 -11,576 9,799 13,170 9,805

'Trucks and Tractors 2,761 2,342 2,825 3,807 4,521 2,203
 

(units) --


Buses (Units) 413:,, . 360 .',:305* ,207 500 315

Refrigerators 39 , 55 2, '109. .. 12 120 93 

(Thousands Units) 
Televisions (Thou- 49 68. 77 88 130 80
 

sand Units) 

Metallurgical Products 

Reinforcing Steel 226 232 219 202 283 
 166
 
Bars
 

Steel Sections 87 81," - 105 151 181 103
 
Steel Sheets 167 ;.125 211 .156 289 159
 
Cast Iron Products 57- 55 66 63 64 52
 

Mining Products
 

Phosphate 540 499 428 392 690 
 332
 

Source: Ministry of Industry, Petroleum,and Mining.
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Textiles is one of the few areas where both production and
 

productive capacity exceed demand. This is indicated by the net exports 

from this subsector. Consumption of textile products is 200,000 tons 

compared to production of 400,000 excluding fiber. It is expected that 

year until 1985 while thedomestic demand will grow by about 6% a 

industry is expected to continue to be a major source of exports. This 

may put severe strains on both existing capacity and raw material 

supplies since physical utilization of plants is already fairly high.
 

However, recent studies have indicated that there is room for an
 

estimated 15-50% improvement in machine efficiency and a 325% increase
 

in labor productivity.
 

While there is a net deficit of processed food, indicated by 

imports of over bE200 million compared to exports of hE24 million in 

1975., this is not an accurate picture. It is impossible to estimate real 

demand 'gSiven that any demand above domestic production in most product 

area is s inply suppressed. Second, almost all imports are edible oils 

,,nd"fats (E140 million) and most of the remainder is tobacco and 

beverages.' Hence, ietmust be assumed that capacity and production 

in other areas m~et' "apparent demand. It is impossible, with existing 

' info tmtion ," to eitiate how muhchmore output would be absorbed by the 

"suppressed" demand. 

Capacity utiliza~ion in the food processing industry averages 

about 70 rangsfrom low 20 in dairy products (because,of a 

plants were'16ofar4from the sources of raw materials) to 80% in sugar. 

The priicipal causes of the low utilization are shortages of raw 

materials due'to low fixed prices, higher prices for other crops, and a 

lack of integration between ministries.
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No figures or information are available for "chemical" industries, 

except for pulp and paper which represent only about 25% of the subsector's
 

output value. Consumption of paper and boards was about 300,000 tons in
 

1976 compared to domestic production of 150,000 tons. The situation is
 

expected to deteriorate further with projected consumption of 570,000
 

tons and production of 200,000 for 1985. The deficit is mainly due to
 

a lack of domestic pulp and raw materials. Local substitutes, bagasse and
 

rice straw, have not yet been properly developed. Furthermore, not enough
 

-foreign exchange has been allocated for importing pulp, even though the
 

cost of pulp and of manufacturing paper combined is less than that of
 

importing paper. No information is available on capacity utilization.
 

* Apparent consumption of iron and steel, by far the most important 

component of the metallurgical products subsector, was about a million 

tons in 1975. Only 55% of this was met by domestic production even 

though there was a blast furnace with a capacity of almost a million tons. 

The problem lies in a very low capacity utilization ranging from 23% in 

continuous castings and 40% in rolling mills to 85% in electric arc
 

furnaces. In fact, almost.all.functions of the industry are below'50% 

utilization while it has been estimated that it must operate at 70% to 

make domestic production worthwhile. The principal reasons for low 

utilization are a lack of integration leading to bottlenecks, poor 

maintenance and improperly used equipment, inadequate management and
 

planning, poor quality raw materials and low labor productivity. The
 

situation in nonferrous metals is not nearly as bad, with production
 

close to consumption and capacity utilization relatively good.
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.Apparent consumption of enaineerin products was estimated to be 

about bE525 million in 1975 of which 402 was produced domestically. 

This indicated a deterioration since 1972 when over 63% was produced
 

domestically, although the situation is exaggerated by a differential.
 

between local and world prices. The greatest deficits were in machinery 

(only 5.8% produced domestically), transport (34.2%), and professional
 

and scientific equipment (3.4%)'. Metal fabrications (80%) and electric 

machinery (56.1%) showed the best performances. 

There is no information comparing actual output to capacity or 

giving plant utilization levels. However, equipment utilization has been 

rated moderate and labor utilization low. The problems include a lack 

of management skills, poor labor performance, shortages of supplies, and 

the absence of feeder industries. 

The most important building material, cement, has historically 

been an export product. However, Egypt recently became a net importer 

due to its rapidly-increaring construction needs together with declining 

domestic production of, cementwhich has dropped at a rate of 2.5% a 

year since 1970. Consumption in.:1976: was over four million tons, while 

producton ~was, just.o.ve? three m-llon,creating a need to import almost:. 

one million 1tons. Unfortunately,,- figures for nominal capacity are 

equated withoutput and thus are useless.i However, it appears that 

capacity is close to demand. ,Thei explanation for the deficit lies :.n 

declin.ni capacity, utilization, now .under 75%, caused by poorly 

maintained and m'istreated .equipment. leading to frequent shutdowns, 

machine obsolescence, and lack of spare .parts. 

Arthur D Littl Inc 
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-The situation for bricks,- the other major principal building '
 

material, is impossible to analyze clearly because of the large number
 

of small private brickyards. 
It appears that output satisfies demand'
 

partly because brickyards spring up around ne construction projects.
 

The crude technology does not warrant counents on capacity utilization.
 

In sum, it is apparent that current output in many subsectors does
 

not come close to meeting domestic demand 
and imports are necessary.
 

Although in some subsectors the installed capacity does approach
 

consumption requirements, production deficits are caused by low capacity
 

utilization and other,factors. In fact, underutilized capacity is a
 

problem'in all subsectors, created principally by poor maintenance and
 

use of equip n~t~,lowlabor productivity, and various types of supply'
 

bottlenecks. The shortage 
of capital and foreign exchange, while often' 

mentioned anmortant;asproblem, does not appear to be the critical 

constraint'it is ,sometimes thought to be., 

3. ' Investment 

The ,'most striking trend ,revealed by Tables 6 and 7 is the 'rapid'

growth 'of investmentin the'last few years. Total public'in vestment 

in;,M1istryof, Industry companies has increased from bU87. 5 million'in 

1973 to hE2l2: million 'i the 'firstnine months of 1977. Particularly 

remarkable' is thevdegreeto'which -actual investment has exceeded targets

a surprise even. to usually overoptimistic planners. 

the growth has'been equally remarkable in the domestic private 

sector withGOFI!investment approvals rising from E7 million in 

1971/72 to about EOO million in 1976 (see Table 15, page 77). 
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TABLE 6
 

INVESTMENTS IN THE PUBLIC INDUSTRIAL SECTOR
 
(hE Millions, Current Prices)
 

1977
 
'Target Actual
 

Subsector 1973 1974 1975 1976 Jan-Sept
 

Te:ctiles 30.4 35.2 47.4 81.4 37.4 43.0
 

16.9 16.5 27.2 37.3 18.8 22.6
 

Foreign 13.5 18.7 20.2 44.1 18.6 20.4
 

Foodstuffs 13.8 24.4 38.1 42.7 23.4 19.4
 

Domestic 11.0 13.0 21.8 26.3 13.2 15.2
 

Foreign 2.8 11.4 16.3 16.4 10.2 4.2
 

Chemicals 22.5 28.4 35.4 36.2 31.8 75.0
 

Domestic 17.3 21.7 20.6 22.0 15.2 21.3
 

Foreign 5.2 6.7 14.8 14.2 416.6; 53.7
 

Engineering and
 
Metallurgical 20.3 18.0,- 31.3 49 59.7,. 68.2
 

Domestic 16.0 13.4 23.5 37.4 39.5 37.0
 

Foreign 4.3 4.6 7.8 12.1 20.2 31.2
 

Mining 0..5 1.0 2.6.... 8.3 6.5
 

Domestic 


1 ;7~- t2.' 6153 

Domestic 0.5 0.5' .7 .4 6.1 5.3
 

Foreign 0.5- 0.9 0.5 2.2i 12
 

TOTAL 87.5 107.0 1::2:54.8212.7 160.6 212.1 '
 

Domestic '610. 65.1 98 125.4., 92.8: 101.4
 

60-.0 8 7. 678 110.7
Foreign 25.8 41.9 


Source: .Ministry of Industry, Petroleumuand-nig.
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TABLE 7
 

INDUSTRIAL EXPORTS 
(In bE Hillions) 

Public Sector Private Sector
 
Convertible Bilateral Convertible Bilateral Convertible Bilateral
 
, Accounts Currency Accounts Currency Accounts
 

1973 44.4 73.8 2.5 27.6 46.9 101.4
 

1974 60.1 111. 8 4.9 49.4 65.0 161.2
 

1975 60:8 U.o 3.6 55.4' :64.4 166.4 

1976 90-5 72.3 12.9 31.4 103.4 103.7
 

1977103.6 .-.738,3 98.-1 141.9
 

(Target) ...
 

1977 93.6 59.2 -1.5 17.9 105.1 77.1 
Actual,* -- .. 

Jan.-Sept.. 

Source: Ministry of Industry, Petroleum and.Mining. 



Actual investment has generally been equal to one-third of the investment
 

approvals. It is only now that the policy is taking its final shape and
 

the subsequent investor confidence is expected to create an even greater
 

spurt of investment--particularly in the private sector.
 

The most troublesome aspect of the investment picture is the high
 

foreign exchange component brought about by the need to import raw
 

materials, equipment, and spare parts. This represents a great burden
 

to a country with a significant balance-of-payments problem.
 

Another aspect of.the liberalization policy is the encouragement 

of foregn investment. The results have been somewhat slow in coming, 

although the number of approved projects is large enough to have a 

signifi6cant impact if implemented. By the middle of 1977, 233 projects ' 

has been approved for free zones with a total planned capital investment 

of almost kEl,000 million. About 360 industrial inland projects with 
foreign. capital, participationhave been apprived which plan. to invest 

almost a billion pounds. Almost aill .of this capital is in foreign 

currency.
 

4, Foreign Trade
 

Total industrial exports in 1976 were about E200 million while 

foreign: exchange!requirements for industrial imports were hE400 million. 

The inistry of Planning estimates ,that 1977 industrial imports will be 

ion compared to exports of BE279.4 million. The problem 

has already been touced on: industry manufacturing inputs must be 

imported (see Table 8) as well as final products to fill production 

deficits caused by insufficient capacity or low utilization. As 
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TABLE 8
 

FOREIGN EXCHANGE REQUIREMENTS FOR IMPORTS1 

(In hE Milions). 

L!Y5 ' - .. ... 1976 Outputop
Subsector Free -Agreement Total- Free Agreement Total
 

Textiles 46 -::54,5k8. 49 3 52 13 
Food 52 19 -71 60 16 76 13 
ChemIcal- .46 ';30 76.-; 57 25 82 33 
Engineering -42 '21 
 63. 55 12 67 27 
Metallurgical 37 33 70 34 25 59 29 
Building Materials : -' : 2,:13 J41 134 20;. 213 (- 5" 17 


TOTAL Public Sector. 236.: 113- 349% 268 85 
 35319
TOTAL Private Sector 14- 13. 27 201
 
13 2~ 013 33 5 

GRAND TOTAL 
 250 126 376_ 288 98 386 15 

Armed Forces Needs 
 8 - 8
 

TOTAL Requirements -+, :250 126 376 296 
 98 394
 

Figures are for imports of manufacturing inputs, while detailed statistics on imports of finished
 
products are unavailable.
 

Sources: Ministries of Industry,:Petroleum and MiningV and Finance; IBRD, Egypt.- Informal Workinn 
- Papers on Industry.



consumption increates rapidly, requiring both new equipment and raw 

materials and finished products, industry's external gap is increasing. 

Exports have, however, been growing slowly from hElOl million 

in 1973 to bEl04 million in 1976 (after reaching hE166 million in 1975). 

Export potential islimited bacause of low labor productivity (which 

seriously reduces the advantage of low wages), poor machine efficiency, 

a high import component, and high material costs, all of which leads to
 

high production costs. Furthermore, quality tends to be inadequate and
 

quality and cost control nonexistent. Unless these problems are dealt
 

with, the outlook for exports will remain poor and much greater deficits
 

may be expected (see Table 9). 

Another important aspect of the export picture is that considerably 

more than half of the exports are made' through bilateral agreements, 

hile. relativ.ely little ii expodrtedi for c'onvetible currency. This 

aggravates the severe shortage of foreign exchange and balance-of

payments problem. Although the "opien-door" policy is expected..to 

result in increased exports to convertible currency countries, there is 

,a limit to how far this,trend .cngo without a ,reduction in product 

costs and an.improvement in quality.
V - - - " 

.:By far, the best performer in terms of exports is;the textile 

sector,, with about 50% of total industrial exports and over 30%of free 

,currenCy exports in 1976 (and much iore ,f fier exporta -ire iniclded) 

Textiles is the only industry with a positive trade balance. 

.The private sector accounts for 21%.of total exports, but only 

,12.5%of free currency exports. 
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TABLE 9 
SECTORAL DISTRIBUTION AND DIRECTION OF HANUFACTURED EXPORTS: 1973-19761
 

(Current Prices: bE Thousands) 

Free 
Currency 

1973 
Clearing 
Account Toa 

Free 
Curec 

1974 
Clearing 
Account Total 

Free 
Curec 

1975 
Clearing 
Account Toal.. 

Free 
CuscnL -- m 

Textile 
Public 

Public and 
Private 

23i557 

U.A. 

490704 

N.A. 

73161 

N.A. 

24,410, 

'25,138-

80,116 

91 965 

104,526 

117'103 

17,528 

18.531 

78.673 

89,924 

96,201 

108,455 

34,900 

39,600 

62,000 

65,900 

96,90M 

105,5o 

Food 
.Public 

Public and 

Private 

9,875 

N.A. 

11,572 

N.A. 

21,447 

N.A. 

18,474 

18,583 

12.-864 

12.874 

31,338 

31.457 

23,611 

23,639 

14,493 

14.495 

38,105 

38,135 

18,600 

19,800 

3,900 

4,000 

22.500 

23,00 

Chemicals 

Public 

Public and 
Private 

.975 

N.A. 

2 208 

N.A. -

-3,283 

N.A. 

2,140 

4.483 

4-072 

12,638 

6,212 

17,121 

2.057 

2,945 

3.650 

22,650 

5,707 

25,595 

1.50 

4,200 

1.400 

12,600 

2.900 

16,600 

Lob 

Enalneering 

Public 

Mimerala 

4,500 

-

4,293 8,883 8,127 4,972 12,099 13,787 5,037 18,824 37,900 39,1002 

Public 597 4,615 5,212 3,704 6,095 9,799 2,176 8,107 10,283 - - -

INtalluraical 

Private l.A. N.A. l.. 396 71 467 359 22 381 N.A. N.A. N.A. 
Building materials 

Public 

Public and 
Private 

4,703 

N.A. 

1,384 

N.A. 

6,087 

N.A. 

2,865 

3,197 

643 

643 

3,508 

3,840 

1,609 

1,786 

1,101 

1,101 

2,710 

2,776 

-

100 -

-

100 

Leathtr Goods 
Privats 

Mao. Ivorking 

N.A. N.A. N.A. 55 21,606 21,661 97 17,166 17,263 1,100 9,90 11,000 

Private 

Uamdlcrafta 

N.A. N.A. N.A. 467 4,982 5,449 499 5.184 5,683 1,100 3,800 4.900 

Private 

TOTAL Public Sector 
TOTAL Private Sector 
TTAL Industrial Setcor 

M.A. 

44,297 
2.585 
49,882 

N.A. 

73,776 
27,617 
101,393 

N.A. 

118,073 
30,202 
148,275 

436 

59,720 
4,866 
64.586 

2.361 

100,767 
49,445 
158.207 

2.797 

168,482 
54,311 
222,793 

516 

60,769 
3,567 

64,336 

2,755 

111.061 
55,380 
166,41 

3,271 

171,830 
58.947 
230,777 

700 

90,500 
12,900 
103,400 

2,400 

72,300 
31.400 
103,700 

3.100 

162M,.3' 
44.3fL 
207.11 -

Skare of Private Suctor 

In Total Exporta 

5.1Z 27.22 20.32 7.52 31.2Z 24.42 5.5Z 33.32 25.5Z 12.52 30.21 21.41 

" 2Free currency converted at the official exch 
- ' mcludes public alEd private.

aIncludes L2.6 million of mining products. 

age rate. 

Source: Ministry of Industry, Petroleum and Mining. 



5. Employment 

Employment 1n industry accounts for about 15% of the civilian work 

force. Between 1966 and 1974, employment grew at an annual rate of 4.51. 

Private sector employment grew at an impressive 6.7% per year to claim a 

541 share of the total by 1974 despite adverse conditions and even before 

the advent of the open-door policy. Total employment in industry is
 

sumarized in Table 10. Of course, much of this large share is due to 

the importance of workshops and artisanal establishments in the private
 

sector. About 321 of private employment is in establishments of from
 

10 to 24 workers while an additional 25% work in establishments with
 

25 to 49.workers. Most public companies have more than 50 workers.
 

Labor productivity is uniformly low throughout industry, but
 

particularly in public sector companies. Labor productivity in the
 

public sector suffers from serious overmanning (estimates range up to
 

a 6/1 labor redundancy ratio), poor labor utilization, inadequate train

ing, top-heavy personnel (management and skilled technicians sometimes 

reach a high proportion of the work force), and lack of incentives.
 

D. GOVERNMENT MECHANISMS AND POLICIES 

1. Orsanization of Decision MakinR 

tin unnecessarily large number of diverse ministries, authorities,
 

agencies and departments participate in the planning, decision making, 

project implementation and operation of Egypt's industry. Of these 

only the Ministry of Planning is concerned with all industrial invest

ment plans and programs whether in the public, private or mixed sectors
 

of the economy. Since, however, it lacks any capacity for project
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analysis it does little more than solicit lists of on-going and proposed
 

new projacts from other agencies and adjust them by negotiation, per

suasion and exclusion, to fit a sectoral investment budget determined
 

from a macroeconomic model. The sanction of exclusion is seldom
 

resorted to, since it frequently results in an appeal to the Council
 

of Ministers by the aggrieved agency and further rounds of negotiation
 

designed to lead to a face-saving compromise. There is little further
 

to be said about this ministry except to state that until it acquires a
 

capacity for project analysis (in all sectors of the economy) the
 

Ministry of Planning's function will remain vague and comparatively
 

unimportant.
 

By far, the most important center of investment decision making in
 

Egyptian industry is the Ministry of Industry and -ts satellite body
 

The General Organization for Industrialization (GOFI) which must
 

approve all investments in excess of hE500,000. GOFI is also responsible 

for investment feasibility studies (both in-house and by outside
 

consultants) and'evaluates and supervises the implementation of all
 

public 'sector industrial investment projects that are not subject to
 

the control of other ministries. GOFI's authority and responsibilities
 

also cover all private sector projects, including those subject to the
 

approval of the General Authority for Foreign Investment except that in
 

these cases GOFI does not have the power of veto. GOFI is a semi

autonomous body with a board of directors that includes representatives
 

of scientific and academic institutions and private sector interests
 

but final authority in all matters rests with the Minister of Industry
 

who is its Chairman. Day-to-day operations are under the direction of a
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Deputy Chairman who is equivalent in rank to a Deputy Minister (of 

industry).
 

An important industrial investment planning and implementing body 

outside the framework of GOF but subject to at least the policy
 

control of the Ministry of Industry and Petroleum is the Iron and Steel 

Complex which is diztected by an executive president. The Complex
 

should not be confused with the operating enterprise, the Iron and
 

Steel Company, although it is supervising an iron ore concentration
 

project at an investment cost of hE50 million (bE23 million in the
 

1978-82 Plan period) to provide an improved raw material for this
 

company; Its other projects are the Abu-Thartur phosphorite project 

with an estimated cost of bE361.8 million (bE248 million inPlan
 

period), and a second integrated steel plant to be constructed on
 

Egypt's northern coast and estimated to cost hEI5O million (ME100million 

in the Plan period). The Iron and Steel Complex appears to be used 

as a planning and executing agency for unusually large investment 

projects involving substantial additions to the country's infrastructure 

in addition to industrial or mining equipment. 

Despite the existence of a Ministry of Industry, Petroleum and 

Mining and its 1,300-man planning and project execution arm, other 

goverment agencies are scheduled to assume responsibility for detailed 

planning and implementation of 322 of the total public sector indus

trial investment projected in the 1978-82 Economic Development 

Plan. This rigure sonewhat underrates the importance of the Ministry 

of Industry since it has a strong voice in determining the nature and
 

extent of private and joint venture investment estimated to amount to
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U.709 million (21% of total investment) during the Plan period. The
 

logic' and operational advantages of subjecting a significant segment
 

of industrial activity to three ministers whose principal activities are
 

non-industrial-in terms of planned 1978-82 total industrial investment,
 

Housing and Reconstruction (principally cement) 14.6%, Military 

Production 6.2% and Supply 3.4%, and the remaining 7.4% to a multiplicity
 

of ministries and agencies-is difficult to appreciate. Government
 

officials are able to explain it only in h4o-orical and political
 

terms.
 

Prior to January 1, 1976, industrial enterprises in Egypt were
 

subject, to a fairly high degree of control in their planning and operating 

policies and procedures by General Organizations for industrial sub

sectors. These bodies exercised varying degrees of control over the
 

ompan± and :operated in many ways as holding companies. They were 

genealiy: unpopularfith enterprise managers who tended to resent their 

insulation from the top levels of Government represented by a cabinet 

nster andmini secretares. The Supreme Councils that replaced
 

"
the General Orgai izations on' anuary'1, 1976, appear to have a much 

less active ro e to play. Their large Boards meet only once a year 

a short' period ahxd their research staffs appear to do little more 

than c'ollecdtc statistics. 'Plant managers now have day-to-day contact with 

their relevent ministres'but find that the rules, regulations and 

policies'to'which they were subjected by their General Organization
 

have' not changed, and that they must now take their turn with many 

other'public sector cc.mpany managements in securing the attention and 

action of ministry ozficls. 
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There is no evidence that bureaucratic delays an. frustrations 

have been greatly reduced by the new arrangement and it is possible that 

at least the smaller companies have no fewer difficulties in their 

direct relations with ministries than they had with their General 

Organizations.
 

2. Flow of Decisions
 

The decision making process in Egyptian industry differs according 

to the size and scope of the investment project and the scale and 

national importance of the production operations. New investment 

projects requiring less than IE500,000 may be initiated and implemented 

at the enterprise level without forma1 permission from higher authority 

if surplus funds are available within the enterprise. An enterprise 

may also introduce new products for uncontrolled domestic and export 

markets if this can be done without interferring with the attainment 

of planned output targets and, again, if the necessary funds and 

materials are available or can be secured. Major investment decisions 

and the determination of production output targets are, however, made 

at Ministerial, Cabinet or even Presidential level. Enterprise 

managers Ido participate in developing major plant extensions and even 

new ventures. When the necessary approvals have been secured, the' 

enterprises normally implement the projects themselves, subject to 

GOI's supervision in the case of nistry of Industry projects. At 

the present time major renewal and rehabilitation projects are being 

implemented by two of the country's largest textile plants with loans 

of hE52 million from IBRD and $96 million from USAID. 
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All investment projects are reported to the Ministry of Planing 

by the sponsoring Ministry but this appears to be little more than a 

formality particularly if investment funds are available from foreign 

loans through the Ministry of Economy, foreign investment through the 

Investment Authority, or from private sector sources. Major expansions
 

of productive capacity to be financed from domestic funds such as the 

E6O million of planned new investment in the cane sugar industry, 

may meet some resistance from the Ministry of Planning on budgetary con

siderations but these do not appear to be particularly difficult to 

overcome. 

The completion of the many steps in the planning and implementation 

of investment projects may of course, take many years. It is not unusual 

for a major project to be brought into operation seven or eight years 

after its initiation. ,,Presu bly, modest extensions and modernizations 

can be completed more .quickly,but even in these cases, serious delays 

must be expected. 

Decisions relating to the pricing and, production of strategic 

commodities such as cloth, bread, ,sugar, edible oil , and soap are made 

primarily by the_ Ministry 0ofSupplywith: little, regard to their effects 

on the profitability of the industrial :enterprises concerned. These 

are essentially political decisions and,if, subsidies are necessary they 

are provided by the Ministry of Finance. There is a formal procedure. 

under which the Ministry of Industry's Pricing Committee evaluates 

the implications of proposed price changes and submits its findings 

to the Central Organization for Price Planning (an agency of,the
 

Ministry of Planning) and the Central Auditing Organization (affiliated 
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to the People's Assembly) but major changes are unlikely to be suggested 

and the process usually ends by the promulgation of a Ministerial decree 

fixing the price under examination. 

3. 	 Assessment of Mechanism for Allocating 

Investment Funds and Foreign Exchange

a. 	General
 

The .allocationof investment and foreign exchange funds in
 

Egypt is achieved by an administrative and quasi-bargaining process 

that is more concerned with materials balances and consumption 

levels of certain strategic comodities than the efficient use
 

of economic resources in the light of available current and
 

anticipated future needs and Egypt's economic development
 

objectiv-s and prospects.
 

'There is little evidence that'either the Ministry of Planning 

'or, the other agencies concerned ith investment planning in the
 

industrial sector subject project proposals to an analysis and
 

~
appraisal p~rocedure :€l ~edto
~rank them in the light of social
 

'and.econom€c crteria.'To the extent that projects are evaluated,
 

this is 0done'on the"bas4is of adiiistered prices of domestic and
 

'iiorted rav maierials o and controlled or subsidized product

mare& a itrioin i the efficiency of
rics vth'~ rsul 

•resource allocation.
 

Egypti n industry has been called upon to provide a basic
 

ration of consumption goods for the country's growing population
 

and'this it has, for the most part, succeeded in doing. Since
 

,consumer prices and basic ration entitlements have remained
 

42 

Anhur D.UttkInc. 



comparatively stable in the face of unusually large increases
 

in the world prices of raw materials and food stuffs, industry
 

has absorbed substantial resources to finance current production
 

and the construction of additional capacity. Egypt's failure
 

to adapt to upward external price changes by reducing domestic
 

consumption has led to a serious decline in the level of domestic
 

savings and greatly increased foreign borrowing. The Ministry of
 

Planning estimates that import price inflation amounted to bE2,807
 

million during the period 1974-76 alone and claims that this has
 

been a major cause of Egypt's need for foreign financial assistance.
 

An alternative view is that politically determined levels of private 

and public consumption and public investment have been maintained 

_despite:a seriously deteriorating external financial condition. 

be Priorities
 

There is evidence of .the absence of; a'carefully considered
 

-hierarchy,,of.priorities-for -, evaluation and'selection of
.the, 


investment ,projects',in inthe Consumer needs and
idustrial'sector. 


-

the utilization of domestic !rawmaterikls are the two priorities 

most frequently mentioned Govermnent "byofficials ." The -Five-Year 

Plan (August,. 1977) speaks.iof a .:reordering "of1pririties adh states 

that the prtorities;:for ,industry a.,i-reas .follows:-

A.,", Proj ects. for, replacement ,and . maintenance; 

2. Projects underway-particularly those for the 
/,
 

satisfaction ofithe.people's,.needs such as 'sugar,'edible 

oils1 5, canned.,foods,- clothing and shoes, ,It'is admitted 
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that current projects are lagging: only 13Z are nearing 

completion and a further 14% are more than 50%complete. 

3. 	New projects with special attention to the promotion of
 

increased exports and the reduction of imports.
 

It is interesting to see that industry's contribution to the
 

balance of payments is regarded as important but it should be
 

noted that it is preceded in importance by the satisfaction of
 

,.the people's needs. Although it is difficult to dispute the 

general approach to investment priorities stated in the Plan, a 

much more sophisticated procedure of project analysis and 

;evaluation than is currently applied, i.e., one that takes into 

aqcount the present and probable future economic and financial 

condition of the Egyptian economy, is urgently needed. 

tqji Impact on Employment and Income Distribution 

.Si4nce'.there;appear to be no real selection criteria for the 

evaluation7 of, projects by..the ministries responsible for planning 

.industrialprojects or-by -the Ministry of Planning itself,. it seems 

unlikely,. that jobr.creation,, is -consistently kept in mind. In fact, 

,there is evidence of the,use of technology that would be more
 

appropriate in :ayhigh-wage,labor-scarce economy than in Egypt with
 

its relatively low-wage rates and plentiful supply of most types
 

of 	labor.. 

"oit Five-Year Plan and other official documents speak of
-,The new 

k!,providing employment on a substantial scale but there is no
 

evidence that employment creation is a specific project selection
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criterion or that a policy decision has been taken at a high
 

level to use intermediate and other 'labor-intensivemethods of
 

production whenever possible.
 

Industry--particularly public sector industry--does, of course,
 

provide a substantial amount of employment by carrying out Govern

ment instructions to employ more workers than it needs, and
 

because of the difficulty of terminating workers even for unsatis

factory performance. The improvement of enterprise efficiency
 

and the'reduction of production costs in Egyptian industry would
 

undoubtedly involve a significant reduction in the industrial
 

lkbor 'force at least until new plants and extensions lead to a
 

genuine need for additional workers. There is evidence of
 

confused thnkIng'on this issue in the new Plan document and 

elsewhere. 

fact, favor'Since investment Allocation decisions do not, in 

labor-ntensie mehods. df operation and have favored certain 

'highlycipital-iftensiveprojects such as the Relwan steel mill 

t
and the-aluinum plant',' they do not contribute to the more equal
 

distributionof .icome to the extent that might have been possible.
 

In facdt, the tendency to overman public sector industrial enter

prise compensates for the faiiure_ of the investment allocation
 

process to' favor labor-inensikve projects with their positive 

effect + n 'inCome- distribtion. 
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d. 	TmPact on Use of Savinas
 

The allocation of investment funds to industry during the
 

period of nationalization led to the heavy use of domestic and
 

foreign savings. Savings use was, however, very unevenly dis

tributed throughout the industrial sector. For example, massive
 

investments were made in heavy industry, and the employment

providing and foreign-exchange-saving textile industry was allowed
 

to deteriorate for want of domestic and foreign exchange funds for
 

repairs, maintenance, and at certain times, to maintain operations.
 

There is evidence of a somewhat different approach in the
 

new Five-Year Plan. Although there are a number of large, highly
 

capital-intensive projects, they are scheduled for development
 

,on the basis of foreign investment. Whether the financial support
 

necessary for these investments will be secured is, of course, as 

yet 	unknown. Loan commitments have, however, been secured for a
 

chemical fertilizer plant at Talka (Arab Fund $80 million; World
 

Bank Group $20 million), a second fertilizer plant at Abu Kir and a
 

spiral welded steel pipe plant (West Germany DM546 million), two 

synthetic fiber plants (France FF42 million, U.S. $15 million), and 

certain other major projects. Whether the terms under which they 

Will operate will result in the generation or additional use of 

domestic savings is a matter that,will need serious attention at 

a high level of Government. 
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e. 	Impact on Balance of Payments
 

The patterns of industrial development that have evolved in
 

Egypt have resulted in a fairly heavy use of foreign exchange on
 

current account. For example, 1977 estimated foreign exchange
 

receipts of industrial exports amount to $1,244 million in comparison
 

with estimated payments for intermediate goods of $2,205 million.
 

This is not, of course, unreasonable since Egyptian industry is 

strongly oriented towards import substitution and apart from cotton,
 

is not well endowed with domestic industrial raw materials. It
 

does, however, suggest that the balance-of-payments implications
 

of-new investment projects in the industrial sector should be more
 

carefully evaluated than in the past. The present structure of
 
'I 

Egyptian industry appears to have a heavy foreign-exchange-using
 

bias. Administraive decision making in the allocation of foreign
 

exdhange to industrial enterprises for raw materials and spare
 

parts may-have aggravated this situation in the past. Improved
 

procedures for the use of IBRD and other lenders' foreign exchange
 

funds have'recently been instituted with apparent substantial
 

improvement in production and export levels.
 

4. 	 .Assessmentof Pricing Policy
 

Price control is a dominant feature of the Egyptian economy in all 

sectors and fo'r most raw materials and consumer products. Controlled 

prices"for'agricultural raw materials, such as cotton, sugar and wheat,
 

are paid to farmers' and market prices of the principal consumer goods, 

including 'some unrationed goods, are determined by the Government. 
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Private sector industry is subject to a certain degree of price 
control but this is not strongly enforced in all areas. 
Utility prices
 

are determined by the Government at 
generally low levels and many
 

dwelling units are subject 
to rent controls but these are, in many
 

cases evaded by arrangement between the parties to make additional
 

payments.
 

Under these conditions, administered prices often interfere with
 
efficient allocation of resources and with adequate responsiveness to
 

the demand for output. 
Farmers and industrial enterprise managers
 

can dispose of minor crops, by-products and supplementary products at
 

free market prices if this does not prevent them from meeting their
 

productton targets for which they are assured of a market. 
 Public sector
 

industrial companies are in most cases little more then processing agents
 

for Government departments that provide them with materials and receive
 

their output. 
 Some items (certain metal and textile industry products)
 

go to export markets but these are frequently to bilateral countries
 

at agreed prices. 
 Some textile fabrics are sold in hard-currency markets
 

and the major textile companies are planning to develop these markets
 

aggressively in future years. 

-Manypublic enterprise managers appear to lack the incentive to
 

strive for the achievement of increased productive efficiency and
 

higher profits since these might be taken by the GoverLment or 

elil iaed by a change in the margin between their input and output 

prices. Their own salaries are, of course, also controlled by
 

Government and, although as public sector employees they are not
 

subject to the same restrictions as civil servants, their ability to
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share in any profits they succeed in making is severely limited. In 

some cases,fringe benefits such as highly-subsidized housing, the 

provision of servants, and the use of an aitouobile ensure a 

reasonable standard of living for certain managers in public sector 

industrial enterprises, but their rewards do not appear to be comparable
 

to those offered in private industry.
 

There seems to bL a wide measure of agreement that with certain
 

notable exceptions public sector industrial enterprises are inefficiently
 

managed and that their subjection to cntrolled input and output prices
 

with the consequent difficulty in maktng or keeping profits is a
 

primary,cause of this unsatisfactory situation.
 

A further serious disadvantage of the Egyptian pricing system is
 

that it prevents efficient companies from accumulating funds to apply
 

to expansion projects and new ventures. Funds for expansion and new
 

ventures are provided by the Government so that the efficient enter

prises do not themselves generate the savings that are needed for
 

growth, improved efficiency and reduced costs. In most economically
 

developed countries the generation and reinvestment of capital funds by
 

successful enterprises makes a major contribution to the level and
 

direction of economic grcwth. If the "open-door" policy is to play
 

a major role in Egypt's future economic development, industrial enter

prises must be permitted by realistic pricing and taxation procedures
 

to accumulate and reinvest substantial funds from their business
 

operations.
 

Present pricing policy also has a negative effect on the balance
 

of payments. The secured domestic demand and possible loss to the
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enterprise of foreign exchange earnings unless attractive proposals'
 

for their immediate use can be developed 
 reduces the incentive to 

produce for export. 

Since the Government's pricing policy is en integral part of its 

policy to ensure a reasonable level of income equality in Egypt, it is 

unlikely and undesirable that it should be i amediately and rapidly
 

dismantled. 
 It is, however, desirable that a degree of economic purpose
 

should be restored to the price mechanism so that it can influence 
 the 

flow of domestic and Imported economic resources into their most 

productive uses.
 

E. RESOURCE BASE
 

1.. Introduction
 

Egypt is not particularly well endowed in terms of natural resources. 

Although there is sufficient petroleum for exports and some minerLi 

resources, the size of the deposits are not at the level needetd
 

for considering them as leading sectors in the development program. 

Land resources are also limited.
 

Egypt's industrialization must, therefore, draw on the country's 

human resources which, fortunately, are relativaly good for an LDC. The 

technology b .ie, i.e., institutions and technically-trained manpower, is 

also quite good and represents a real asset with which to build up the 

industrial sector. The capital needed for mobilizing the manpower, tech

nology and material inputs for industrialization is also nov available, 

by virtue of the keen interest being shown by industrialized and Arab 

nations in Egypt's development. These resources, which represent the 

ingredients for the Industrial program, are briefly discussed below. 
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2. Manpover 

a. Labor Force Characteristics
 

Manpower is an abundantly available resource in Egypt. However, 

the manpower resources will have to be more productively and effi

ciently utilized to ensure Egypt's successful tndustrialization. 

The total labor force includes roughly ten million people, of
 

which approximately two-fifths (four million) work in urban areas.
 

Manufacturing activity accounts for about one-quarter (ocer one
 

million) of the urban labor force.1
 

Open unemployment in the urban labor force is in the order of
 

only 4%. Underemployment and hidden unemployment (i.e., lower

than-average productivity employment), however, are substantial
 

and are accentuated by the drift of unskilled rural labor into
 

urban sectors. Urban areas are, therefore, under pressure to
 

absorb their own naturally expanding labor force as well as the
 

overflow from rural areas.
 

The occupational structure of the industrial sector in Egypt
 

is somewhat snilar to post-World War 1I European countries. In
 

i974, in the public sector, 5.4% of those employees were pro

fessional and technical workers, 2.4% were administrative and
 

managerial workers, and 82.7Z were manual workers. This
 

1For international comparison purposes, or as a'basis to draw
 

judgments for industrialization, only the urban labor force should
 

be used. In 1974, Egypt's urban labor force consisted of 3.9 million
 
The large
people, including 120,000 under age 12 and over age 64. 


rural labor forca (dominated by the agricultural sector) distorts
 

aggregate national quantitative measures.
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occupational structure reflects a low proportion of managerial 

workers and high proportf n of manual workers. As Egypt progresses 

with industrialization, it would be expected that its occupational 

structure will approach that of other industrialized countries. 

Average productivity in terms of output per worker is
 

significantly lower than in industrialized countries and has not
 

been growing in the last five years. In the public sector low
 

productivity is generally attributed to (1) the employment policy
 

forcing overstaffing, (2) the labor policy precluding elimination 

of unproductive workers, (3) low wages, (4) lack of incentives, 

arid (5)poor overall management. 

In the private sector, productivity is low insmall-scale 

industry, i.e., undercapitalized activities such as manufacture 

of shoes, furniture and arts and crafts; productivity is high and 

comparable with international standards in modern joint venture 

activities. 

it is conventionally assumed that there exists a relationship between 

an occupational structure and technology level. That is, a certain 
level of technology in a country has associated with it a specific 
combination of capital and labor which has a given administrative 
organization and group of production workers having a certain 
occupational composition. The higher the technology level, the greater 
the proportion of professional, technical and administrative workers. 
n France and England, for example, in the manufacturing sector, manual 

workers accounted for about 722 of the work force while professional, 
technical and managerial workers were about 10%. In the United States 
in 1970, the proportions were 68% and 15Z,respectively. 

2Productivity in Egypt is roughly estimated at 10-80Z of international
 
levels. Formal productivity measures for Egypt are meaningless since
 
the forced redundancy of workers dictated by the employment policy
 
render the statistical base useless.
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The- aggregate low productivity levels do not- imply that workers 

arm inherently incapable of higher levels.- The individual worker
 

capability and productivity potential has never been challenged. 

Indeed, there are workers with skills and capabilities comparable
 

with any international standard. Furthermore, it is generally
 

acknowledged that under appropriate training and management
 

conditions, the average productivity could be raised to
 

international standards.
 

. The educational background of the labor force is generally
 

poor. The illiteracy rate in the urban labor force is 35%. 
 Only
 

112 of the urban"labor force has received education above secondary 

school (12th grade) level. In public sector industry, about 52
 

of theawork force has reached a level of less than preparatory
 

.school, 18% less,-than secondary school, 1.5% post-secondary school 

.and:xless than university, and over 4% has reached university level. 

,.i:There are"more university graduates in the labor force than 

,workers with,only.prepartory school education. Again, this is 

partly due .to the employment policy guaranteeing jobs for uni

.versity graduates and to the cultural trait of Egyptian society
 

•vhichoaccords high status to education.
 

b.y 'Employment Policy
 

The .employment policy guaranteeing jobs in the public sector 

to all university and technical school graduates unable to find 

employment elsewhere has been pursued since 1961-62 and has 

led to excessive overstaffing. Estimates of excess manning in 

many public sector enterprises range from three to six times the
 

requirements.
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The employment policy is based on the social objectives of
 
employment maximization and provision of human dignity 
rather than 

the industrial, objective of production efficiency maximization. 

Thus, the public sector has served dual roles as a productive
 

sector as well as a welfare system.
 

C. Labor Policy
 

Egypt's labor policy of virtually guaranteeing e.ployment
 

security to all workers, i'as been pursued since 1961. 
Dismissals
 

by management are almost impossible, except in cases of criminal
 

offenses. 
Resorting to court action, however, in most instances,
 

is.only favorable to labor as court proceedings take a long time.
 

The principal labor legislation is Law 91 of 1959. 
 It deals
 

with working conditions, fringe benefits, employment security,
 

leaves of absence, minimum wages, social insurance, collective
 

bargaining and.other aspects of labor considerations. Law 61 of
 

l.9 71,includes regulations on employment in the public sector. 

Law26 of;..1954 regulates the operation of joint stock companies.
 

P.ovisions of,interest in these Laws are summarized in Appendix C.
 

d. Education and Training
 

The Ministries of Education and Higher Education have
 

responsibility for formal public and private non-university
 

,education. The university system is autonomous. 
The Ministries
 

.of Agri-culture, Health, Housing and Reconstruction, Industry, Petro

leum .and Mining, Tourism, Communications, Planning, and Manpower and 

,Vocational Training have some responsibilities in formal 
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vocational and management training. In addition, large public
 

sector companies provide formal on-the-job training.
 

Six years of compulsory primary education (grades 1-6) are.l 

followed by three years of preparatory level (grades 7-9), and 

three years of secondary level (grades 10-12) education. 

Technician training occurs at both secondary level technical 

schools (agricultural, comercial, industrial) and post-secondary 

technical institutes (e.g., drafting, electronics, etc.). Degree 

programs are offered in higher technical institutes and uni

versities with four to six year programs. For a sumary 

of the various education programs in Egypt, see Appendix D. 

Government expenditures on education was slightly over hE300
 

million in 1976, more than double the expenditures in 1970.
 

Education expenditures represent about 6% of the GDP in 1976 

(4.4% in 1970). Operating education expenditures represent about 

26% of central Government total operating expenditures; 

education capital expenditures represent about 2% of central.
 

Government capital budget.
 

3. 	 Technology 

It is, widely accepted that capacity to utilize technology (and 

in the long run, to produce new technology) is a requisite for national 

industrial success. In this respect Egypt is in a favored position 

among developing countries, since the nation is endowed with a 

unusually rich human resource base in science and technology and an 

elaborate technology organization structure. It is estimated that. 

there are some 6,000 well-educated scientists and engineers at work 
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in research and development irn the universities, the National Research 

Centre, in research centers supervised by ministries, and in autonomous
 

technical organizations and laboratories. Service mnite are available
 

for setting standards and quality control testing, providing technical
 

information and documentation, instrument maintenance and repair,
 

carrying out natural resource inventories, and studying management and 

productivity. 
There exists also a high-level science policy-making and
 

research-financing organization-the National Academy of Scientific
 

Research and Technology.
 

In this setting, the relationship between technological strength
 

and in4ustrial efficiency and growth is recognized in various ways.
 

The National Academy's current financial support of about 125 research
 

projects includes 29 in industry-related fields at the level of
 

UEl.4 million. 
The National Research Centre estimates that perhaps
 

30Z of its in-house effort supports the productive sectors of the
 

economy (including industry) directly or indirectly. The
 

industrially-orented progras 'are montored by an Industrial Research
 

Council whose 32 members include 19 from the research institutes and
 

universities and 13 from industry. 
There are specialized comaittees
 

of thiis Cou~i"concerna'. Lth the research needs of the chemical,
 

'oetalfood, textile, ':andengineering industries broadly as well as 

with ,moresecalizedproblm such, as those of wrapping and packaging', 

industrial waste disposal and the behavior of Egyptian cotton under 

chemical:.treatment. Other specialized Councils, including the 

Petroleum and Mineral Resource' Council, the Energy Research Council, 

and the Building Research and Technology Council, also deal with 

research in industry-related areas. 
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The National Research Centre operates technical training programs 

in support of Egyptian industrial development. In 1977, there were 19 

such progrars, carried out in metallurgy, glass and ceramics, dyeing 

and finishing, chemistry and technology, detergents, painls, and food
 

and dairy technology. Some 219 persons attended these training
 

programs during the year.
 

Applied research support for manufacturing companies is available 

from the following specialized research institutesi financed through 

the budget of the Ministry of Industry and Petroleum (and the National 

Academy in some'instances).
 

1, Central Metallurgical Research Institute
 

Thio Institute maintains a staff of 100 and was budgeted in
 

the 1976-1980 Five-Year Plan for an expenditure of bE2,390,000 of
 

which bE800,000 represents foreign exchange. New facilities are
 

under construction in Tebbin, the center of the Egyptian
 

.metallurgical industry complex. Support for the program comes
 

half from the metallurgical industries and half from the Academy.
 

UNIDO is also active in support of the Institute at the level of
 

$2.4 million. The Institute has research contracts with industry
 

involving evaluation of iron, phosphate, bentonite, and magnesium
 

'andbromine domestic raw materials, alloying of chromium steel,
 

development of steel wire production, and other metallurgical
 

process studies. It also promotes training for engineers working
 

in local metallurgical industries.
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2. 	Engineering and Industrial Design Development Centre
 

The principal facilities of the Centre are located in Giza,
 

near Cairo, and house the majority of some 300 employees, six
 

full-time U.N. experts, and short-term specialists. The program
 

emphasizes industrial product design and development, capital
 

goods equipment design, production technology and tool design,
 

and 	process development; support facilities include a mechanical
 

and 	a heat treatment workshop and mechanical laboratories. In
 

1977,there were 22 training courses in a variety of subjects
 

offered at the Centre, each for about 25-35 participants over a
 

one- or two-week period. In addition, the Centre provides on-the

job 	°training for engineers and designers in various specialized 

fields over periods ranging from two months to a year.
 

3. "Electronics Industries Research and Development Centre
 

This Centre operates on the premises of the public sector
 

Nasr Television Company. New facilities are under construction. 

With employment of 48 and a budget in the 1976-1980 Five-Year 

Plan of. E800,000 of which hE300,000 were to be in foreign 

exchange, the Centre concentrates on developing electronic 

instrumentation for use in Egyptian industries. There is support 

from UNIDO.
 

4. 	Textile Development Centre
 

This Centre is still largely on.paper, with a personnel comple

ment of only four. Facilities are said to be under construction. 
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Plannin for a plastics industry center and a fertilizer industry
 

center, to'be managed along lines similar to those described, is also
 

under way. Somewhat outside the conventional definition of industry
 

centers is a Petroleum Research Institute, administered by a 12-man 

board of wh.ch the Chairman, ex officio, is the Chairman of the 

Egyptian General Petroleum Authority; five members are supplied from 

the petroleum industry, five form the Institute's own staff, and one
 

from university staff.
 

Despite these encouraging features, technological support for
 

industrial development in Egypt is limited in a number of ways, many 

of them well-recognized by the nation's technology policy makers.
 

Most significant is the long-standing orientation of scientists and
 

engineers to academic measures of professional achievement--the 

publication of technical papers rather than solution of practical
 

,operating problems. Thus, in stating the science policy objectives of
 

the country the President of the Academy of Scientific Research and 

Technology in December, 1976, wrote: 

"The ultimate goal to be achievei tio effect a drastic change 

from a 'elf-orinted' researh'intioa multi-disciplinary 

cuastmer-orientaed'researchlthrough the mobilization of the 

'scientific capabilities to"the heart of the national problems." 

Changing the prevailing orientation, so far as industrial research 

is concerned, is made difficult in part because Egypt has historically 

relied on the import of industrial technology in the form of turn-key 

plants, based on foreign research and development work on such 
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technology, or even for trouble-shooting, tend to remain abroad. Even 

the ambitious plans now in the minds of Egyptian technology policy 

makers do not encompass a radical change in this condition in the near 

term, although such is clearly a long-range goal. Some evidence that
 

much time and effort will be necessary is the absence, even from current 

plans, of investment in pilot plant facilities suitable for indigenous
 

industrial process development beyond laboratory scale.
 

The wealth of trained technological talent produced in Egypt's
 

universities has tended to flow to other countries through emigration
 

in the face of liuited economic and career opportunities for Egyptian 

technol6gists at home and the high pay offered in Arab petroleum
 

exporting countries abroad (e.g., two to ten times the domestic
 

salary). These conditions have been made more constraining over the 

last 20 years by shortages in Egypt of foreign exchange needed to main-

tam or acquire equipment, to finance international travel and education, 

and to secure specialized technical assistance from abroad (except 

through United Nations channels). 

Significant efforts to overcome some of these constraints are
 

under way. The fundamental shift in technology policy goals away 

from purely academic achievement, as enunciated by the President of the 

Academy, is referred to above. Two major new science and technology 

initiatives which will support the new policy are also under way, with 

USAID financing. One is a project involving assistance from the U.S. 

National Academies of Science, Engineering, and Medicine, in 

organizing and directing the Egyptian scientific community toward 
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dealing with the practical problems which inhibit economic develop

ment and social improviment in Egypt. 
 The other is a cooperative 

effort between the Mass ichusetts Inatitute of Technology and Cairo
 

Universiiy ("M. .T./Cairo University Technological Planning Program") 

aimed at expanding expertise In technical planning and project analysis
 

within Government ministries. Both of these projects, just now
 

getting started, will directly impact on Egyptian capabilities for
 

effective use of technology in support of industrial development
 

(as well as in other sectors) in the medium and longer-term, that is,
 

five to ten years from today. In the shorter term, it is clear,
 

Egyptian industrial development will be heavily dependent for modern
 

technology upon the resources of foreign firms, marshalled through the
 

"open-door" policy. 
This can be made available not only through the 

establishment of turn-key manufacturing plants as in the past, but
 

also through expanded 
programs of technical assistance in Egypt from
 

U.S. and other foreign sources and training abroad for Egyptian
 

technologists and managers of technologically-based enterprises.
 

4. Capital 

Since the socialization rf the Egyptian economy in the early 

sixties,-the natonal 'budget has been the principal source of capital 
for new ±zwe;tmnt -:nindustry and most other sectors of the economy. 

To tie extent'that the profits of industrial enterprises are paid 

intd he"central budget, there has been a certain amount of self

financing, but there is no evidence that any attempt has been made to 

ensure an equality between industrial earnings and the flow of
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domestic and foreign resources into industrial development. In fact, 

there has been an aggressive policy of expanding traditional 

industries and broadening the industrial structure by establishing 

new ones. It is probable that the agricultural sector has provided 

most of the domestic resources that have been absorbed in Egypt's 

industrial expansion since the prices of major crops have been 

controlled (frequently at levels substantially below world prices) 

and industry, as a processor of agricultural crops, has benefited from 

this as have industrial workers and other urban dw. l1ers whose food, 

basic clothing and utility prices have also been controlled at low 

levels: 

With the availability of domestic investment funds from the 

national budget and of financial resources from Eastern Bloc 

countries amounting to an estimated $800 million during the period 

1968-1973, it does not seem to have been particularly difficult to 

arrange for the financing of major industrial projects at that time. 

Since 1973, a number of other sou-:cs of external financial support 

for the Egyptian economy, in general, and industry, in particular, have 

been found. Of these, the 4rab Governments have been by far the most 

important. Grants from these sources amounted to $1,264 million, 

$988 million and $635 million in 1974, 1975, and 1976, respectively. 

In April, 1977, the Gulf Organization for the Development of Egypt 

(GODE) made a loan of $1,475 million to the Central Bank of Egypt. 

Arab Governments, through the agency of the Arab Fund for 

Development and the Kuwait and Abu Dhabi Funds for Development,. 
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have joined with the World Bank Group to provide loans on concesional 

term to a urea fertilizer project (IDA, $20 million, Arab Fund 

$22.8 million, Kuwait Fund $35 million and the Abu Dhabi Fund $14.4 

million). The Arab Fund joined the World Bank in a major textile 

mill modernization project to which the former has agreed to lend 

$35 million and the latter $52 million. Projects evaluated by the 

World Bank and financed jointly by the Bamk and Arab lending 

organizatiins may offer a useful tool of industrial development in 

Egypt. The Bank Group is also assisting Egypt's industrial development 

by providing loans for industrial sector raw materials, intermediate
 

goods, spare parts, replacement equipment and technical assistance 

(two loans each of $70 million signed in 1974 and 1977). 

USAID has made loans on highly concessionary terms to the Ministry 

of Industry for a wide range of individual projects-particularly 

in food, cernat and textile production. A suustantial proportion of 

these funds remain to be disbursed. Additional loan assistance for 

Egyptian industrial development has been secured from West Germany, 

France, Denmark and, in small amounts, from t .rtain other countries. 

For further details of foreign loan assistance to Egyptian industry 

see Appendix E. 

F. ROLE OF THE PRIVATE SECTOR 

1. The Private Sector in Perspective 

The private industrial sector in Egypt was essentially limited
 

to small-scale manufacturing following the national.zation of industry 

in the early 1960's. Although statistical information on the private
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sector is fragmentary, an analysis by an IBRD Mission1 in March-

April, 1977, suggests that 85% of industrial establislments euploying 

500 persons or more were n the public sector; the public sector share 

was 65Z in the range of 100-499 employees; 49% in the 50-99 employee 

range; and finally, only 8% of companies with 10-49 employees. 

Establishments employing less than 10 employees are. considered in the 

artisanal sector and are almost entirely privately-owned. The number 

of public enterprises employing les than 100 employees has declined 

in the last decade following regrouping and amalgamation of the public 

enterprises which were reduced in number from 822 in 1966 to about 

200 in 1977. 

Nevertheless, the IBRD Mission estimates that smail-scale industry 

accounts for about one-third of total value added in industry and for 

54Z of total industrial employment (in 1974). At present, there are 

estimated to be almost 4,000 privately-owned establishments in Egypt 

employing 10 or more w!rkers ropresenting a total work force of about 

122,000i Companies employing 10-50 employees (the IBRD-defined small

scals sector) account for approximately 90% of all these private 

establishments and account for an estimated 57Z of total private 

employmebt (excluding the artisanal sector). 

1Th1D, Survey of Small-Scale Industry. 
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To date, the private sector has been virtually excluded from
 

capitl r goods industries and tends to be in consumer goods and those
 

industries where economies of scale are not very important. Thus,
 

the private sector has been a residual @actor owing and operating 

relatively small companies in such industries as furniture and 

woodworking, wearing apparel, leather (shoes), food processing 

(bakeries), and printing. Table 11 shows estimates of the private 

sector share in gross value added in manufacturing by the private
 

sector.
 

The most recent available data showing the size distribution 

of private sector establishments in terms of number of companies and 

number of workers covers 1970/71. The size distribution at that time 

is shown in Table 12. 

2. Nationalization of Industry and Its Consequences 

Until 1952, when Gamal Abdel Nasser came to power, the state's 

role in the economy was limited to infrastructural investment, 

mainly in the agricultural irrigation system, and social services.
 

Early in the Nasser regime it was recognized that there was a need to 

encourage the Egyptian private sector in industry and banking to play 

a more dynamic role in investment and industrial expansion. Foreign 

private investment was welcomed and, in 1953, a fairly liberal foreign 

investment code was developed. 

With the invasion of Egypt by Israel, France and Britain in 

November, 1956, however, all French and British assets in Egypt were 

seized and placed under state control. The core of the interests 

taken over consisted in seven major banks and five insurance companies. 
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TANLIU
 

PUBLIC AN PRIVATE _NDUSTRIAL OUTPUT BY SU.st om, I976
 

Share of
Puble Private Total 
 Private Sector
 
(...Mil lons) ..... (Percent)
 

Textileb 
 563 193 
 756 
 25
 

Foodstuifs 
 592 183 
 775 
 24
 

Chemicals 
 180 
 72 252 
 29
 

Metallurgy1 
 382 65 
 447 
 15
 

£n .neering (1975)1 180 42 
 222 
 19
 

Building Materials 77 
 17 94 
 18 

Leather and 
 -- 177 177 
 100
 
Woodworking
 

1From IBRD, Survey of Smal-Scale Industry. The Ministry of Industry combines
metallurgy andiengir-6'fiiufj3oii"iot administer building maLerials. 
Output

estimates of two sources differ slightly.
 

Source: 
 Ministry of Industry, Petroleum and Mining.
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TABLE 12 

SIZE DISTRIBUTION OF PRIVATE SECTOR INDUSTRY 

Size ofEstablishment Number of Number of
byEployment Establishments Percent Workers' Percent 
10 - 24 
 2,572 
 66.6 
 39,213 
 32.1 

25 - 49 
 923 
 23.9 
 30,343 
 24.8 

50 - 99 
 214 
 5.5 
 14,468 
 11.9 


100 - 499 
 .142 
 3.7 
 26.902 
 22.0 

500+ W 0.3 11,184 9.2 


TOTAL 
 3,861  100.0 122,110 100.0 


1 ncluding employers.
 

Source: Central Agency 
for General Mobilization and Statistics, December,
by IBRD Mission. 

R. 

Eploymet per 

Establisltmet 

15
 

33
 

68 

190 

1118
 

31
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At about the saine tim, the Minister of Industry (the Ministry was 

formed for the first time in 1956) began to move n the direction 

of starting up new state-owned heavy industries and establishing a 

national plan covering both the private and public sector. The 

view was advanced that if the national goal was industrialization, 

then the public sector must play the leading role in capital 

formation. A major step toward the consolidation of the public 

sector was the nationalization of the Misr Bank and the National 

Bank in 1960. This gave the state control not only over Egypt's 

largest commercial bank and another that fulfilled the functions of a 

central bank, but over a considerable range of industries (shipping, 

publishing, hotels, insurance, chemicals, pharmaceuticals, cement, 

edible oils, and roughly 50% of Egypt's total spinning and weaving 

output). 

In 1961, sweeping nationalizations took place which resulted 

in the state control of all private sector firms engaged in foreign 

tradei, all banks, insurance and shipping companies, and most large 

companies in commerce and light manufacturing. In the following 

yeats, politically-motivated dequestration followed and the state 

began to move into wholesale and retail trade by opening cooperatives 

to Sell basic foods at fixed prices. Only relatively small-scale 

enterprises, mostly employing les than 50 workers, remained in 

private hands. By 1965, however, the public sector reached its 

peak and has not grown substantially since. 

After the nationalization of private industry, very few 

managers raised in a competitive business environaat were left in 
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Egypt. Many of the buuineeses had been run by foreigners who left;, 

cop-level Egyptians also left the cowitry to pursue new careers in 

the Middle East or Europe. The companies most depleted of management 

talent were the large family companies (an estimated 80 or more) 

because family members dominated most managemsnt positions. Banking and 

insurance companies were much better off for, although they lost foreign 

top executives, a trained second level of management remained. The 

Misr Bank companies were perhaps the best prepared for they had 

training systems in place and capable Egyptian managers; the foreign
 

oil companies were in a similar situation. Nationalized companies 

depleted- of management were generally taken over by military or 

university personnel who often learned management by trial and error. 

in addition to the initial large-scale loss of trained management, 

the lack of a competitive environment in Egypt after nationalization
 

led to a virtual lost generation trained in management decision making
 

under uncertainty, a shortage of industrial entrepreneurism, the
 

disappearance of salesmen, and neglect of financial management as a 

profession.
 

3. Recent Changes in the Private Sector Environment 

The Sadat Government has gone to great lengths to welcome foreign 

businesses to Egypt after almost two decades of hostility toward foreign 

capital. The aim appears to be the use of Western entrepreneurial
 

instinct to stimulate more initiative in Egyptian industry and introduce 

Western technology and management to rejuvenate industry. While the 

new policy began as early as 1971 and the "open-door" policy was 

enunciated in 1973, itwas not until July, 1974, that the Egyptian 
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Pariint approvod an historic now investment law (Law 43 of 1974 on 

the investment of Arab --Ind Foreign Capital and'Free'Zones) that legally 

reopened Egypt to large-scale foreign investment, Among the Law's 

provisions were guarantees against nationalization or expropriation, 

guarantees concerning the repatriation of profits and the original 

inveitment, and tax incentives (including a tax holiday of from five to 

eight years); even greater freedoms were allowed to foreign invastors 

operating under special privileges given to free zone operations.
 

Importantly, Law 43 provided a framework for joint ventAres between
 

Egyptian public sector enterprises and foreign investors. Any project 

approved within the terms of Law 43 is considered to be a private 

sector company no matter what proportion of its capital is held by the
 

public sector. Such projects benefit from various tax and duty
 

benefits and are not bound by existing laws on compulsory purchase of 

itate bonds, worker representation on manapsment boards, or formulas for 

jOrofit iJiatdneg Thus, if public sector firms put up their share of 

eiq Lt ifii jdifti-enture in the form of land or existing building, the 

tbOie enterprise will, in a do facto sense, become a private sector 

! "oi -monthsthere have been a number of legislative, policy 

iddptrit6mil changes that have furthered the open-door policy 

.tther liberalization of the investment climate by revision of 

L& 43 of 1974 by enactment of Law 32 of 1977 affecting the 

eviluationT of' foreign currencies, tax provisions, the permissible 
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range of project activities (including the allovability of 

isport substitution projects). 

e 	Expansion of the parallel arket and "free" exchange thus
 

increkaing the availability of foreign exchange to the private
 

sector.
 

* 	Reopening of the Cairo Stock Exchange which, vith other measures,
 

may increase the availability of capital to the private sector.
 

* 	Simplification of the administrative procedures required of
 

projects applying for approval under Law 43 (1974).
 

e Appointment of a new Minister of Industry together with an
 

expanded portfolio to include Industry, Petroleum and Mining.
 

e Appointment of a new Deputy Chairman of the Foreign Investment
 

Authority and a general strengthening of coordination of
 

financial and economic affairs and of planning within the
 

Government. 

4. Investor Attitudes and Response to th. Open-Door Policy 

There appears to be universal agreant
1 that the present private
 

investment climate in Egypt is the most attractive that has existed for
 

25 years., The result has been that a large number of foreign investors
 

are 	now seeking to set up new or expanded private businesses
 

1The private investor attitudes summarized here are largely derived
 

from in-depth interviews carried out by the contractor mission in
 
Egypt during December, 1977. They ranged from entrepreneurs and managers
 

now actually in manufacturing production in the first factories built
 
after the open-door policy legislation to investors now actively
 

considering investments in Egypt. The sample included both U.S. and
 
other foreign investors, Egyptian investors and members of the
 
domestic and foreign banking communities.
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in the country. Further, the output of the private smufacturing
 

sectors which has stagnated during 1972-1974 increased by an annuel
 

average of 15Z in real terms between 1974 and 1976. In 1975, private
 

investment in Egypt is estimated to have increased seven-fold to
 

M1108 million.
 

Factors bringing about this change in investment climate include
 

(1)new Investment legislation (Law 43 of 1974, recently amended by
 

Law 32 of 1977 and 86 of 1974), (2)clarifying decisions regarding the
 

interpretation of these laws, (3) recent changes in key economic, 

financial, and industry-oriented Governmental posts, and (4) active 

attempts to improve the administrative effectiveness of the 

Government bureaucracy. 

As of June 30, 1977, 641 private foreign capital participation 

projects had been approved (see Table 13) by the General Authority 

for Investment and Free Zones (Investment Authority) under Law 43 

i.(1974).--. This is a substantial number despite the fact that many 

t.,
uncertainties were inherent in that old law and many would-be investors 

; are said, to have been waiting for the clarifications in that law which 

have recently been made under amerding Law 32 (1977). Analysis of 

the approvals made by the Investment Authority, however, suggest that 

only half the inland projects listed in Table 13 can be considered as 

-investments in industry (groups numbered 9-16). 

Although information on the rate of project approvals was not 

available, it is known that this rate has increased markedly with the 

change in top management of the Investment Authority in the last year

150 projects were reported approved in the three-month period prior to 

June 30, 1977.
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TALE 13 

INLA1D. PUBLIC AND PRIVATE FREE
 
ZONES APPROVED PROJECTS AS OF JUNE 301 1977
 

(Investmnt Values in U Millions)
 

Capital
 
Local Foreign
 

Number Currency Currency Tot _ 

A. INLAND PROJECTS 

1. Investment Companies 20 27.8 139.7 167.5 167.5 
2. Banks and Banking 30 16.1 57.9 74.0 74.2 

Institutions 
3. Tourist Projects 75 69.6 183.7 253.3 378.6 
4. Housing Projects 24 60.5 84.4 144.9 155.4 
5. Transport Projects 12 2.6 137.0 139.6 "142.2 
6. Health Projects 8 4.6 17.3 21.9 36.0 
7. Agricultural Projects 15 8.4 8.6 17.0 27.6 
8. Construction Projects 20 3.3 4.2 7.5 9.6 
9. Textile Projects 26 58.0 35.2 94.0 568.3 

10. Food and Beverage 22 24.2 32.5 56.7 179.2 
Projects 

11. Chemical Projects 94 35.4 81.6 117.0 172.0 
12. Engineering Projects. 20 8.4 24.6 33.0 83.3 
13. Building Materials 14 22.0 11.5 33.5 81.6 

Projects
14. Metallurgical 19 7.5 8.9 16.4 21.6 

15. 
Projects 

Pharmaceutical 5 0.9 2.0 2.9 5.4 
Projects 

16. Mining Projects 4 0.6 , 2.2, 2.8 3.2 
TOTAL 408 350.7 831.3 1,182.0 2,105.7 

B. PUBLIC FREE ZONE 
PROJECTS 

1. Cairo Public 16 0.6 8.0 8.6 10.2 
Free Zone '. 

2. Alexandria Public 26 9.6 48.5 58.1 58.1 
Free Zone 

3. Suez Public Free Zone 16" 0.7 9.2 9.5 
4. Port Said Public; 1 5..A, 58.5 . 64.1 - 64.1 

Free Zone 

TOTAL 17....0" iZ0.O 141.9 

C. PRIVATE. FREE ZONE 
PROJECTS 

1. Cairo Private Free 23 1.8 23.8 25.6 30.1 
Zone 

2. Alexandria Private 31 1.1 715.8 716.9 825.9 
Free Zone 

3. Suez Private Free Zone 5 - 19.4 19.4 19.7 

TOTAL 59 2.9 759.0 761.9 875.7 

GRAND TOTAL 641 70.1 1,713.8 2,083.9 3.123.3 
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Approval, hwever, means only that a license has been granted and 

the next phase is "Execution" which indicates that the investor has begun 

legal and administrative actions for setting up the actual coupany. 

The final phase of the. investment process that the Investment Authority 

tracks is "Production" which means the actual construction of the 

factory, the importation of equipment and all the other operational
 

steps up to and including the actual manufacture of products. 

Once a project is "Approved," the license is granted for a six

month period with provision for renewal. An initial six-month renewal 

is routinely given if the investors are proceeding in a timely fashion; 

subsequent six-month extensions require the approval of the Investment 

Board. To date, only 25 originally approved projects have been denied 

requested renewals of their licenses. 

Table 14 provides an overview of the movement of the approval 

projects from the execution stage to production as of June 30, 1977. Of 

'the 204 Inland "Approved" industrial projects, 60 (30%) are in the 

"k.ecution" phase and 56 (28%) are in the "Production" phase. In terms 

of invested capital, that has reached the "Production" phase, banking 

institutions and investment companies are the dominant projects (almost 

80% of total investment). These were, of course, among the earliest 

..institutiiin to be attracted to Egypt by the greatly improved
 

investment climate. 
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ANAL-!YS IS OF 
TAHBLE -14 

INVSTHErr A~u'orI1- AI'PIOVED INI.AN, 
....i ValedinEdns 

iPOr.EI'Es As OF JUNE 0 1977 

Nu-b r od In Execution In Production 

panie.... 
1. Investment Copan te. 20t 
2. Banking InstittionaL 20; 
3. Tourism 75' 
4. Housing 2. 
5. Transportattonl 12 

6. iealth 8: 
7. Agricultural 15. 
8. Construction 20 
9. Texti le 26 

10. Food and BeveragL 22 
11. (:heroical 94 
12. Engineering 20, 
13. Building Materials 14,: 
14. Metallurgical 1W 

15. Pharmaceutical 5. 
16. Misning 4 

TOTAL 408 

aCapita 
..1 .... 

167-5 

74.0, 

.253'A3 

1144.9 

1391.6 

36.0, 

27.6, 
715, 

94.0 

56 7 
117T.O 

330i 

33.5 

16.4 

2.9 

2.8 

1,182.0 

Number 

4 

6 

18 

7 

2 

, 

3 
1 

7 

9 

21 

5 

7 

8 

2 
1 

103 

Tl'otal 

44.0 

10.8 

77.7 

75.0 

10.7 

2.4 

1.3 
0.1 

16.1 

5.3 

23.2 

5.8 

25.5 

11.0 

0.9 

0.6 

310.4 

a Numbe-r 

5 

17 

11 

1 

3 

7 

10 

34 

5 

2 

3 

2 

100 

Total Capital 

98.6 

40.2 

13.7 

.05 

3.2 

3.5 

4.0 

14.3 

0.8 

0.9 

0.8 

0.7 

180.8 

" Source: General Authority for Investment and Free Zones. 



Investment licenses granted by GOl. 1 to the private sector provide 

another manure of investor response to the u chug.s In the private 

sector environment. Between 1974 wd 1976, the number of projects 

approved more than doubled, while planed investment increased four

fold (see Table 15). If the investment approvals reflect the 

intentions of the private business2an, then it indicates a marked 

change in investment attitude as a result of the change in Government
 

policy with respect to private enterprise and the accompanying
 

easing up of foreign exchango and import restrictions. Of the total
 

of 693 projects approved by GOFI, 521 wera reported to itpresent
 

new 	Investments and 172 "enlargements." 

5. 	Free Zones 

The industrial free zone concept, oriented principally to attract

ing fotaign investors to Egypt to vAnufacture for export, is an 

'important feature of Egypt's "open door" policy. The industrial 

free zone, while potentially the most significant form of free zone 

presently planned for Egypt, is only one of five types of free zones. 

Briefly, the free zones being established Include the folliving:
 

a Transit Free Zones, set up to facilitate storaoe and transit 

of goods by eliminating cuatems. Such zones are located
 

at the Ports of Alexandria, Suez, and Port SWAd.
 

'For private investments greater than UiEB,000.
 
2 The IBRD Mission in its analysis cautiona that since GOFI does not
 
follow up on the rate of implementatio.i of the licenses gran' d, it
 
is not possible to know the exact inwstment level in any one year.

Past experience suggests that implementation can roughly be Lstiffted
 
at one-third of the investment level approved.
 

76
 



TABLE 15
 

GOFI INVESTMENT APPROVALi IN THE PRIVATE SECTR: 1970-1976
 
(Current Prices; hE Thousands) 

Number of investment Value of Value 
Average 

Investment 

Averalp 
Value of 

Productiom 
Year Projects_ (Planned) Production Added Employ sent Per Project Per Project 

1970 314 5,000 10,800 2,300 c,635 75 15.9 34,4 

1971 280 6,900 12,500 2,500 4,944 855 24,6 44.6 

1972 350 8,600 16,500. 2,600 6,308 1,035 24.6 47,1 

1973 332 16,700 19,700 4,600 10,546 1,6;'3 50,3 59.3 

1974 358 19,100 28,700 4,300 8,589 1,732 53,6 80,2 

.1975 740*• 67,100 132,300 40,000 17,231 5,100 90,7 178,8 

1976 693 94,773 213,297 53,811 20,655 6,805 136,8 307,8 

"Souice: G01Pt. 
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e 	Free Cities, established primarily for coeorcial activity. 

Port Said is the only Free City at this ti"; it sainly sells 

luxury consumer goods to Egyptian nationals. 

* Duey-Free Shops, established at airports.
 

e Industrial Free Zon2s, designed to encourase manufacturing for
 

export, in a customs and tax-free zone, using imported raw 

materials or parts and Egyptian labor. Such zones are planned
 

in 	 or near Alexandria, Cairo Airport (El Nasr City), Port Said 

and Suez.
 

s 	 Private Free Zones, designed for industrtal or trading purposes 

and offering the same-customs and tax benefits as the Industriat 

Free Zone, but not restricted to specific public sites. There 

are numerous examples of such zones in Egypt at present. 

Investment in the free zones is guided by the policies 

established under Law 43 (1974) and therefore falls under jurisdiction 

of the General Authority for Foreign Investment and Free Zones. Law 

43 ptrovde foreign investors in free zones with a wide range of 

favorable incentives including freedom from customs duties and almost 

total relief from Egyptian corporate taxes on profits for an unlimited 

tire, Investors may retain all foreign currency brought into the zone 

f6t *" ftMott needs and all incoming currency from export sales and 

Industrial free zones can be a highly effective means by which 

developing nations can expedite industrialization and achieve targets 

for expOrt, employment, foreign exchange, income, technologieal 
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delopwmt and regional development faster than they say otherwise. 

However, free zones should not be vieved as an end in themselves. The 

plane, policies and progres designed to develop free zones must, 

therefore, reflect the role assigned to free zones in the broader 

industrialization strategy. Aside from the fact that little foreign 

investment can be seen to have, as yet, resulted from Egypt's efforts 

to establish free zones, there is little evidence that well thought-out
 

objeZLives and targets have been assigned to Egypt's free zones in 

general.
 

Physical development of the industrial free zones has been
 

proceeding at a slower-than-planned pace. None could be considered
 

fully operational. The free zone outside of Cairo at El Nar City is
 

currently making factory sites available and is proceeding towards
 

completion of the first advance factory buildings during 1978 or early
 

1979. Problems relating to funding the development of the free zone
 

were said to have been responsible for delays in the past, but these
 

problems seem to have been solved.
 

Investor response, to date, has been disappointing. Most of the
 

free zone projects largely relate to warehousing, redistribution
 

functions and shipping services including ship repair. The same reasons
 

cited above for delays in private sector response, in general, apply
 

to free zones as well. As of June, 1977, the Authority had approved
 

233 projects for the free zone, totaling an investment of over bEl billion
 

(see Table 16). Of these, in only about half the cases have actions
 

been taken to proceed with the projects; only a small number have 

reached the operating stage.
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Most investors ad investment interests interviewed In the 

course of this study believe that a manufacturing operation in lept 

should serve the large domestic market in addition to potential exports. 

To do so from a free zone would not be advantageous since all products 

would be subject to duties identical as from a foreign procurement 

source. Since no preferential access to Arab markets is now available 

from an Egyptian free trade zone, such exports would be similarly 

penalized. Exporting from Egypt would be more advantageous under 

present preferential duty arrangements and individual bilateral 

agreements. 

8o
 

Arhur DLtttbl 



TUM ZONE PROJECTS APPROME 
(June 30, 1977)
 

Capital NhE Million) Total Investment 
Number Local Foreign Total MhE Million) 

Public Free Zone 

Projects 

10.2
Cairo 16 0.6 8.0 8.6 


Alexandria 26 9.6 48.5 58.1 58.1
 

Suez 16 0.7 8.5 9.2 9.5
 

Port Said 116 5.6 58.5 64.1 64.1
 

Private Free Zone
 
ProJects
 

Cairo 23 1.8 23.8 25.6 30.1
 

Alexandria 31 1.1 715.8 716.0 825.9
 

Suez 5 --- 19.4 19.4 19.7
 

TOTAL Free Zone 
Projects 233' 19.4 882.5 901.9 1,017.6 

Sourclt General Authority for Investment and Pree Zones.
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. PRSPICTs AND CONSTZAIS 

A. TU JIVI-YAR PLAN:- 1978-1982 

1. Goals and ObJectives 

The Five-Year Plan (1978-1982) is an Important indicator of how
 

Egypt's economic leaders view their future and the 
course of action they 

plan to take in reaching their goals. It is therefore of potential value 

as information on possible future trends. 1 

The Plan is basically designed to reorder national priorities,
 

hence to:
 

9 Change the investment pattern to strengthen development efforts;
 

; Reconstruct price and income policies;
 

9 Correct the balance of payments; and
 

e Provide rational decision making at both the national and 

enterprise level.
 

An important target of the Plan is to increase the rate of economic
 

growth of the Egyptian economy to an annual average rate of between 

9 and 102, reaching 11.9% by 1982. This compares with a rate of growth 

of 6,7Z during the period 1956-1965 and 7.42 in 1976. Additional output 

will be used to raise the living standards of the people, to provide 

1Our understanding of the Five-Year Plan is principally based on a perusal,
The Five-Year Plan. 1978-1982, Volume 1, The General Strategy for
Economic and Social Devmilopment, prepared by the Ministry of Planning
in August, 1977, and discussions with Egyptian Government officials. It
 
should be kept in mind that the Plan has not yet been submitted to The
People's Assembly and that the Minister responsible for its final dr&fting
who signed the Foreword is no longer in the Cabinet. This is significant
because Chapter Two calls for a replacement of the present system of cesumer subsidies by extensive wage increases and a broad range of policy
changes and administrative reforms which we believe are unlikalr to be
fully accepted. It seems probable that a somewhat modified verL.on ofthe Plan will be submitted to the Assembly that will include a slightly
increased appropriation for the industrial sector and less 
 tplitit pro
posals for economic reform. 
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then With productive employment and Improved social, scientifc, cultural
 
and medical services and to substantially reduce 
 tha countrys external 
financial dependence by increasing exports at a faster rcte than imports. 

According to the Plan, the public sector will continue ;o be the
 
principal instrument of development 
but the domestic snd foreign private
 
sector is invited to play an increasingly important 
 role in adding to the 
production of goods and services. Only public utilities, dafense pro
duction and heavy industry are intended 
to be reserved strictly for the
 
public sector and it 
 appears that a genuine effort will be made to stimulate 
and facilitate domestic and foreign private investment, particularly in the
 
Indus'rial sector. 
 To achieve this end, it will be necessary to reduce
 
the constraints on economic activity imposed by 
 the labor legislation, 

administered pricing and other bureaucratic procedures. 
This will pose 
serious political and social problems that may not be possible to resolve
 

for many years.
 

The Plants objective of improving 
 the balance of payments may also 
_be faced with serious difficulties, Although it is hoped that the indus-

Itrial sector will help to alleviate some of the problems, it is unlikely
 
to make a major contribution 
since it presently has a strong orientation 

to the production of consumer goods for the price-controlled domestic
 
markaet, Fortunately, a certain degree of relief may be expected from 

fututre petroleum exports and Suez Canal and tourist earnings.
 

An important feature of the Plan is 
 its flexibility. The Ministry 
of Planning intends to re-et. . the Plan each year in the light of 
chansing circumstances and 4s:ose a series of annual and rolling 
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plans for the following five-year periods. The proce.. of continuous 

planning wii ,reduce thie danger that the current and future economic 

plans will not be overtaken by the course of economic and political events 

and discreetly shelved-a fate that has overtaken many economic development 

plans, including Egyptian plans, in the past. 

2. Investment Allocation 

Total public and private investment for the Plan period is projected
 

to amount to hE13 billion. Of this, 0ElO.2 billion is to be in the public 

sector. Industry and minerals are projected to account for 23.7%1 of 

total public investment (together ith petroleum, electricity and con

struction, 40.4%) in comparison with 22.6%for transportation and conmuni

cations and only 8.6%for agriculture and irrigation. 

The ambitious nature of the projected investment level in industry 

during the period 1978-1982 is clearly revealed by Tables 17, 18, and 19. 

Table 17 shows that annual average investment is to rise from hE292 million 

durisg 1975-1977 to hE682 million, an increase of 135%. Substantial 

ifvestment inraase are planned in Military Production, Ministry of 

Supply activity (for domestic consumption) and Housing and Reconstruction 

mterials (principally cement for housing and public building projects). 

it is anticipated that substantial amounts of foreign investment will be 

Attracted to participate in this industrial development program. 

"this figure (bE2,412.6 million) is taken from Table 9 of Volume 1 of the 
Plan. Table 1, Volume VI, the General Strategy for Industrialization 
(in Arabic), states that public sector/industrial sector investment will 
amount to bE2,702.6 million and that private sector industrial investment 
will amount to bE709 million making a total industrial sector investment 
of bE3,411.6 million. These latter figures were quoted by the Ministry

of Planning at a meeting in Cairo early in December, 1977.
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TABLE 17
 

DISTRIBUTION OF INDUSTRIAL INVESTENT-1975, 1976 AND 19771 AND 1978-19822
 

(bE Millions, 1975 Prices)
 

Percent Share (1978-1982)
 
Minitry 1975 1976 1977 1978-1982 Public Sector Total
 

Industry- .202 229 171 1,872 68.3 55
 

Military Production 25- 29 19 168 6.2 5
 

Supply 5- I? 
 10 92 3.4 2.7
 

Housing and Recor- 5o
 
struction 9 46
34 394 14.6 11.5
 

Hiscelaneous
 
at 

Public Sector 25 317 277 2,702 100.0 79.2
 

Private Sector 1 13
13 
 709 20.8
 

TOTAL 
 256 330 290 3,411 100.0 100.0
 
(Annual average
 

hE682)
 

Estimated.
 

" 2 P ]lanned. 

Source: 1978-1982 Development Plan, Volume VI.
 



TABLE 18 

TOTAL INVESTMENT IN INDUSTRY UP TO 12/31/77

AND PROJECTED 1978-1982: BY PRINCIPAL SECTORS
 

(Ministry of Industry Projects Only: 
 kE Millions, 1975 Prices)
 

Total 

Ministry By 1982 Up to 12/31/77 During Plan After Plan 

Food 337.4 85.2 252.2 

Textiles 369.1 132.6 236.6 --

Chemicals 399.1 168.0 231.1 --

Metals 391.8 37.1 241.0 113.7 

Iron and Steel 
ComplexI 1,099.5 359.8 529.82 209.9 

Engineering and 
Electrical 361.3 48.2 247.7 65.4 

Mining 127.5 37.4 90.1 

Miscellaneous 

TOTAL 30142.- 881.7 1,8722 389.0 

1Includes Abu Thartur phosphate project.
 
2Abu Thartur not yet demonstrated to be economically feasible, account for
 

28 of total projected investment in industry. The project has a high 
infrastructure and mining content.
 

Source: 1978-1982 Development Plan, Volume VI,
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TABLE 19 

DISTRITION OF INVESTMENT PROJECTS DURING PLAN PERIOD 
(Ministry of Industry Projects Only: bE Millions, 1975 Prices) 

Total Investment Total Investment Foreign Exchange 
Up to 1982 Durins Plan Couvoneat 

Preservation and 
Replacement 279.9 198.4 142.5 

On-Going 1,726.1 824.3 422.1 

New Projects 691.2 476.7 362.8 

Joint Ventures 416.9 348.8 245.0 

Reconstruction 
Projects 28.8 24.0 12.5 

TOTAL . 3,142.9 1,872.0 1,184.9 
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As revealed by Tables 18 and 19, massive new investment projects 

are being planned by the Ministry of Industry alone. During the next
 

five years, their plans call for new investments of close to k1.9 billion.
 

Although anticipated price changes undoubtedly account for a substantial
 

amount of estimated cost of the new Investment, it is clearly being planned
 

on an unprecedently large scale.
 

It is important to note that implementation of most major projects
 

included in the Plan is contingent on participation of foreign investment.
 

In the food industry, for example, three projects account for more than
 

half of the projected investment-a new (and final) cane sugar mill (h 5O 

million), a pulp mil 
expansion (bE34 million) classified under food indus

try because of its relationship with sugar production, and a beet sugar
 

mill (bE60 million). 

Investments in textiles and chemicals will also be heavily dependent 

on foreign technology and finance, a substantial portion of which has 

already been secured. Textile Investment will be in extensions and 

renovations at three existing mills (EllO million), a polyester fiber
 

plant (E32.3 million) and a new cotton mill at Suez (hE26 million). 

Chemical industry expansion will be in the form of two major fertilizer 

plants,,a:smaller fertilizer plant and two plants for the production of 

rubber.tires. 

Metallurgical industries will account for hE771 million, or 42% of
 

the total investment planned by the Ministry of Industry for the Plan
 

period. Major investments planned in the metallurgical industries
 

include an integrated steel mill (hElOO million), a sponge iron plant
 

1These totals include, however, hE248 million for the proposed Abu Thartur
 
phosphate mining project which is under study by the Iron and Steel
 
Complex, but should perhaps be classified under mining or chemicals and,
 
in part, under infrastructure.
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(U70 million), expansion of the aluminum plant (iE46 million), and an 
iron ore concentration and cleaning plant for the ore used by the Halvan 
Steel Company (bE25 million). 
 These projects will be undertaken only if 
a substantial element of foreign financing can be secured. 

From Table 19 it can be seen that 44Z of the projected industrial
 
investment will be needed to complete on-going projects. 
 If these projects
 
are brought into production during the early years of the Plan, the output
 
and employment level in Egyptian industry may record a significant increase
 
before 1982. 
There can be little doubt, therefore, that priority should be
 
given to the completion of on-going projects even at the cost of delaying
 

the initiation of new projects. 
The authors of the Development Plan annAAP 

to share this, view. 

3. Production andEmployment~
 

Total industrial output, accordins,to theaPlan and,.sugarized in 
Tables 20-and 21,,is expected to increase, by bE2',370 million (63.22) be
tween 1977 and 1982, but the public sector contribution of Ministry of 
Industry projects is.esti ated toincrease by only,about 
hEl,000 million.1 

This leaves non-Ministry of Industry enterprises and the private sector 
to generate the remaining 
F ,370 million of output. 
In the light of
 

1Statistics on industrial production and output in Egypt are difficult to
obtain on a consistent and reasonably up-to-date basis, due to a number
of 
reasons including the division of resnonsibility for public sector
industry, the fact that some industriez produce both for defense and
consumer markets, and the difficulty of collecting data from small-scale
operations. 
In Table 20, however, we present the Ministry of Planning
estimates of production, value added, employment and wages for Egyptian industry as a whole for 1977, and projections of what these will be for 1982,
as seen by the Ministry of Planming. Table 21, constructed from a Ministry
of Planning table, presented in Volume VI of the Development Plan, and
information provided by the Ministry of Industry in December, 1977, offers
a breakdown by industry subsector of performance in 1977 for Ministry ofIndustry and private sector enterprises. 
 It also presents projected production during the Plan period for Ministry of Industry enterprises only.
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TABLE 20 

TOTAL ISMDSTUAL TAGETS:' 'O'RRODINTIo.
 
VALUE-ADDED, WLO'ZtENT AID WAGES
 
(InkE Hillions at Curre.t !-rices)
 

Produecii Value-Added

1982 6,120 1,683.1 1,439,0(0 :673.3 

1977 3,750 193.8. i 7, 000 463M, 

Increase: 1982/1977 2,370
 

Percent Increase 63.2Z
 

Average Annual Increase 12,6%
 

Source: Minietty of PlAiUigi: 1978-4982, i ~alo~jetK J , Volume VI's 
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TABLE 21
 

PROJECTED GROSS VALUE OF 
INDUSTRIAL PRODUCTION DURING PLAN 

(NEMillions) 

Average
 
Annual Rate 

_______. __._-____ Esti.ated 1982 of Growth 
Tarzet Actual Jan-Sept Vai,,. Z 1978-1982 

Food 861.,0 653.7 

Public 656.6 505.5 759.0 25.3 6.0 

Private 204.5 150.2 

Textiles 810.9 625.9
 

Public 615.2 471.5 826.0 27.5 9.8
 

Private 195.4 154.4
 

Chemicals 300.5 202.3
 

Public 223.9 147.0 400.0 13.4 18.1
 

Private 76.6 55.3
 

Engineering 527.9 391.6
 
and Metals
 

Public 458.2 337.6 950.0 31.7 25.9
 

Private 69.7 54.0
 

Mining
 

Public 11.0 6.0 60.0 2.1 27.9
 

Woodworking ""
 
Products 51.9 39.3
 

Leather Produc 125.2 127.2
 

TOTAL 2,688.2 2,046.0
 

Public 1,964.9 1,465.6 2,994.9 13.0
 

Private 723.3 580.4
 

Source: Minis of Planning, 1978-82 Develome t Plan, Volume VI.
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other 	ministry public sector industrial investment projects, underway or
 
about to be 
 implemented, and the lack of prepared bankable projects in
 
the private sector, 
 it is highly improbable that these 	targets will be 
attained. It also appears that unless the Ministry of Industry enterprises 
perform substantially better than 	projected during the next five years, the 
Plan's total production target and 	the related employment and export targets 

'
are 	not likely to ')e achieved.
 

Projected rates of output growth vary widely between industrial sub

" sectors.'"The 
food 	 industry, which is scheduled to triple its current 
level of -otal Investment during the Plan period, is targeted to increase
 
output 
at an 	annual rate of 6% between 1975 	and 1982. Comparable rates
 
of growh in textiles, chemicals, metals and mining 
are 9.8%, 18.1Z, 25.9%,
 
and 27.9%, respectively. 
 These targeted rates of growth are without any
 
apparent relationship to"projected 
levels of new investment. Since output
 
lags may continue into 
and several years 	beyond 1982, these output rates
 
may, in the long run, be reasonable. 1
 

4. 	 - Balance ofPayments
 

Egyptian Industrial development has, 
 in the past, been primarily
based on domestic raw 	materials-cotton, sugar 	cane, phosphates, and 	iron 
ore and, 	more recently, domtically-generated electricity for 	the pro
duction of nitrogenous fertilizer and aluminum. Although it has also 
been oriented towards import substitution, it remains a net user 	of fo.uign 
exchange"on current account (neglecting imports of machinery end equipment)* 
The 'Miitry of Planning'estimates that in 1977 total industry imports
amounted to hEkOmillion,, in comparison with Industrial exports of 

71t would be interesting to know the basis of these 	estimates. 
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hE28O million and that, by the year 1982, imports will have increased to
 
1E820 million and exports 
 to IE640 million.
 

Tables 22 and 23 
 suggest a recent upward trend in the use of imported
 
inputs by Ministry of Industry public 
sector enterprises end a recent
 
leveling off in 
 industrial exports of these same companies as well as 
private sector companies. Theme statistics should, however, be used with
 
caution because of exchange rate anomalies and the use of administered
 

non-market prices 
for the valuation of exports to the bilateral countries. 

It is clear from Table 23 that Egyrc4s planned increase in exports
 
will depend heavily 
 three industrial subsectors-chemicals,on 

metals,
 
and miping which, in 1975, 
 made only a modest contribution. Annual rates 

of growth during the period 1975-1982 of 139.52, 4.6Z, 
and 87.62,
 

respectively,, will be required to attain planned targets. Th. more
 

modest annual rate of growth of 
9.42 in the textile industry is being
 
relied on to account 
 for 30% of the increase in total Hinistry of Indus

try exports. Major plans for expansion and modernization ant already 

underway In the textile industry. 

B. ATIUE OWARDSINDUSTRY. DEVEOPMENTAMDGROWTH:- PUBLICSEO
 
The exercise of assessing attitudes might 
 be described as a second 

order of subjectivity; it may, however, be useful to attempt it in the 
context of the past and present planning of industrial development in 

Egypt. In discussion with Government officials at various level& and 
from official documents, a dominant them seem to emerge. Namely, it 
appears that the purpose of Industry is to use Egypt 's natural resources
 
for the benefit of ti gy0tiianp1eo1+..te- least to ensure basic rations 
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TABLE 22
 

LOCAL AND IMPORTED CONTENT: PUBLICINDUSTRIAL SECTOR i
 
(Ministry of Industry Enterprises Only: bE Millions in Curren -Prices)
 

Local Import Ratio to ProductiOn (%)
.Year Content Content Total Production Local Imports Total 

1973 301.7 133.2 434.9 1,169.3 25.8 11.4 37.2 

1974 334.1 193.6 527.7 1,370.0 24.4 14.1 38.5 

1975 514.2 233.7 747.9 1,594.4 32.3 14.6 46.9 

1976 543.1 229.0 772.1 1,724.1 31.5 13.3 44.8 

.-.
Import content counted:on the base,of official rates of exclnge1
 

,:Source: :/Hin su"rrv Or' Industry, Petroleum and Minlng. 
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TABLE 23 

INDUSTRIAL EXPORTS--1975 TO 1982

(Ministry of Industry Enterprises
Only: hE Millions, 1975 Prices) 

Actual: 1975 Estimated: 1982 Average Aiinual 

Value Percent Value Percent Growth Rate (Z) 
Food 32.0 19 
 45.5 12 5, . 
Textiles 96.2 58. 160.0 
 42.1 
 7.5
 
Chemicals 
 3.9 2.4 42.0 11 40.4 
Metals 29.2 :17.6 100.0 26.3 19.2 
Mining 4.5 2.7. 32 8.4 32.3 

TOTAL 165.8 100, 379.6 .100 0 12.6 

Source: 
 1978-1982 Dvelopment Plan 
IVolume V.
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of food and clothing at affordable prices for everyone. That this may 

introduce serious distortions into the economy'is appreciated but accepted. 

The agricultural sector mayhave to .accept,prices for its output that 

are only a fraction of world prices but it can to some extent be compen

sated by artifically low prices for fertilizer and other agricultural inputs
 

and for bread, cooking oil, sugar And cloth.It ,is also true that since 

increasing quantiti.-s of food and industrial raw materials and equipment
 

mustbe imported from abroad, exportsmust be encouraged-but not at the 

cost, of domestic consumption, 

It is,difficult to tresist the conclusion that Egyptian Government 

off icals. regaiexports -as a residual that is not' critically important. 

The recent rejection of an IBRD export promotion project. is perhaps an 

explicit manifestation of this? attitude.*- In'planning major resource 

development and foreign investment projects in aluminum and iron and, 

steel, a similar unwillingness to aggressively promote exports also seems 

to be present. Foreign interests seem to have been relied on-not only to
 

provide the ne.cessary: capital to, finance the ventures but to take their
 

reward in a share of the production. Egyptian export promotion doesrnot 

seem to have been seriously considered. 

The attitudes described above influence industrial investment and 

output planning. Domestic raw materials, even long-staple cotton, which 

,s inappropriate as a raw material for the production of the low-grade 

fabrics supplied to the Egyptian people, must be .utilized in Egypt-for
 

Egyptian consumption., The consequent need.for capital and intermediate
 

'
goods seems not to be, seriously: considered, with the result. that.more." , 
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.proJ ~cts are planned and Initiated than can be supplied with Imported 
inputs. The high proportion of total investment funds required t finance 
the completion of on-going investment projects reported elsewhere is a
 

consequence of this attitude.
 

C. , CONSTRAINTS ON INDUSTRIAL DVL MT 

1. 	 Introduction;,,
 

:;Anumber. of fundamental,,constraints,on tthe 
 idustrial develome 
process must be overcome before more rapid growth can be experieneced
 

n-Egypt. These constraints and problem areasaare 
 ell,known to the 
leade.s in the economy and efforts are underway to-correct them. Some
 

of the constraints discussed below are not as 
serious as generally be
lieved; others, as we have indicated are more serious. 
Some can be
 
corrected with short-term solutions; other may take a generation to
 

correct. 

2. 	Industrial Capacity Underutiliation.
 

Industrial capacity underutilization does-not 
appear to be a serious
 
constraint on development at the present time.-
 It is,"however, a long
term characteristic 
 of Egyptian industry due, in part,: to the fact that 
much of its input is of an agricultural and, therefore, seasona nature. 
This is aggravated by poor plan.t and inventory managemant, shortage of 
storage capacity and inefficient Government decision making in the allo
cation of funds for,maintenance and of; foreign exchange funds for'spare 
parts and raw. materials.' -,Thea problem seems to have een substantially 

reduced since'1973 and 1974, inWpart, as the' result o 

assistance for this specific purpose.
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Underutilization seems to be a fairly serious problem in the public
 

sector engineering industry, but the heterogenous nature of the equipment
 

needed in this industry frequently results in nominal excess capacity in
 

many other countries. It is understood that UNIDO has studied 
this pro

:blem in Egypt and has developed proposals to put some of this capacity to 

work to supply export markets.
 

A recent detailed study reveals comparatively -uest underutilization
 

hntheprivate sector (although it probably continues to exist in the food
 

industry) and certain major plants in the public sector (several large
 

tetile mills and theautomotive plant ) are operating at full capacity.
 

Utlization'in'the" Helvan Steel mill appears to be improving steadily,
 

and fertilizer and aluminum production are also increasing. 

3. Replacement and Modernization of Capacity 

There is evidence that much of the equipment used in both the private 

and public sectors is out of date and badly maintained. Several recant 

reports refer to the waste of raw materials--cotton, oil seeds, leather 

and wood in particular--caused by ill-functioning machines. These problems, 

should clearly be the subject of serious attention by the technical
 

assistance facilities for small industry that are inexistence"or being 

planned and in the loan agreements for the expansion and modernization 

of public sector enterprises that are negotiated with foreign lenders.
 

Despite Egypt's low waGe costs and comparatively plentiful supply of 
labor, there appears to be a propensity to install modern equipment rather 

th'an mahines of older and less capital-intensive design. Indeed, the 

import ofindustrial machinery more than three years old is not permitted. 

,Heavily underutilized at certain times in tue past.0
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Recent observers report that unduly sophistcated imported equipment is
 
being used for simple operations with a 
very 	low degree of productivity.
 

This is difficult to reconcile with the high level of ingenuity shown in
 
some small-scale enterprises in creating 
and keeping in operation special
 

purpose machines for numerous industrial processes.
 

4. 	 Import Requirements 

Shortages of imported raw materials and spare parts have undoubtedly
 
led to 
serious problems of industrial plant underutilization in the past.
 

It
seems probable, however, with the possible exceptiln,of the chronic
 
underutilization of the automotive plant1 , that the problem was essentially
 
one of. foreign exchange and enterprise management. There is evidence that
 

the ratio of the level of imported component inventories to output has
 
generally been fairly high suggesting that at least one aspect of the pro
blem 	has been inventory management rather than absolute shortage. 
To the
 
extant that total foreign exchange allocations fell below industry needs,
 

there 	was a clear Governmental decision to reduce industrial output in 

favor of some other foreign exchange use. 

5. 	 Infrastructure 

On developing country standards Egypt has an unusually good basic
 
infrastructure. Transport is provided by river, canal, road, rail and
 
to a 	small extent, sea. 
River and canal transport is available from 

Aswan to the Mediterranean and the Suez Canal area. Service is not rapid 
by Western standards but it is low-cost for heavy and bulky item. Water 
transport is duplicated by both rail and road on which Government enter

prises provide highly subsidized services which, in some areas, are 
1At full capacity, this plant would have used excessive quantities of
 
foreign exchange in relation to other uses ,It 	is now operating at

full 	capacity.. 
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high-speed and reliable. 
In fact, it has recently been stated by a
 

senior Government 
 official that investment in Egyptian rail facilities 

has, in the past, been excessive in light of other national needs.
 

Electric power supply is also well developed. Several barrages on
 

the Nile River and the Aswan and High Dams provide substantial amounts 

of electric power that are supplemented by thermal power plants in Cairo, 

Alexandr:, and Ismailia and several captive industrial enterprise facili

ties.'"Highly energy-intensive industrial operations-nitrogenous fertili

zer at'Awan, aluinm refining at Nag el Hamadi and steelmaking at Helwan 
consume' a substatiali ',dco 
 of


proportion of the--country's tote2.p~oduction of
 
electr c power and 
 consumer and industrial demand continuost6t increase. 

most"6ther infrastructure sectors suffer from serious deterioration 

and oveirloading due, in large measure, to population growth. This Is
 

particularly the 
case in urban housing where the situation can only be 
described as critical; it is aggravated by mounting problems of water
 

supply and sewage disposal. It is doubtful, however, whether these 

difficiencies impose serious constraints on industrial growth, but they 
may have serious social and political consequences.
 

Domestic and foreign telecommunications 
 are in serious need of 
repair and extension, but it probableseems that improved maintenance 

of existing equipment and higher user charges would result in substantial 

improvement. They are, of course, of great importance to potential 

foreijg investois whose attitude toward investment in Egypt may be 

adversely influenced by the apparent intractability of the telecommuni

ationuproblemi.r
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6. Domestic and Forei n Capital Funds 
As noted elsewhere it does not appear to have been difficult for
 

public sector industrial enterprises to secure the necessary capital funds
 
to expand the initiate new projects in the past. 
It is possible that in
 
some cases Ministry of Industry authority to undertake a new project may
 
have been given In
cases in which it could not, in fact, secure the
 
necessary investment funds or provide the foreign exchange for needed
 
raw materials and spare parts, since so many projects are currently under
 
execution and widespread complaints of industrial capacity underutilization
 
due to raw material shortage have been made in recent years. 
Nevertheless,
 
it is doubtful whether many attractive industrial development projects are 
being held up by an Inability to secure the necessary financing. A more
 
probable constraint is th 
 lack of well-developed candidate projects for
 
financing. Evidence supporting this view can be foundi4n the recently
completed industrial sector studies and in recent Bank Group and AID 
studies that have developed promising projects In which they have been 
willing to participate and in the case of the Bank to which they have 
been able to attract substantial loan funds from other lenders. 

There is, however, an important sense In which shortage of capital 
may prove to be a serious constraint on industrial development in the 
Imediate future. Although it is possible to secure foreign exchange 
comitments in loan form to Egyptian industrial projects, the Government's 
ability to fiumce its foreign exchange gap and, hence, finance the,. 
necessary Imports of raw materials and intermediate goods to maintain 
existing industry in oparation remains to be demonstrated. 
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At the first meeting of the Egyptian Consultative Group in May, 1977, 

Egypt presented its development plans and its strategy to carry them out. 

IBRD estimates that Egypt would require disbursements of $3.6 billion in 

1977 and external assistance of about $2.8 billion annually in 1978, 1979, 

and 1980. The estimated 1977 gap of $1.65 billion was filled by a loan 

from GODE of $1.475 billion to the Central Bank of Egypt and an increase 

in U.S. coumodity aid. The estimated $1.0-1.2 billion annual gaps. for 

the period 1978-1980 remain uncomnitted. The IBRD estimates-that because 

of the lag between commitment and disbursements (particularly inLproject 

aid), new coitmnts of $2.715 billion, $2. 515 billion and $2.275,billion 

for 1978, 1979, and 1980, respectively, will be required to.closethe, 

projected gaps. 

Although these levels of commitment and disbursements are vell within 

the financial capacity of the GODE countries, it should be noted that they 

are unlikely to be financed to any substantial degree by other lnders 

without a major and highly improbable change in past lendizg and aid-. 

giving policies towards Egypt. For example, total USSR aid .(non-military) 

amounts to only bE521.5 million over a period of many years, USAID is at 

an annual rate of less than $1 billion, while World Bank Group ,outstanding 

loans amount to only $686.9 million of which an April 30, 1977, $480 million 

had not yet been disbursed. 

It is difficult to avoid the conclusion that Egypt's davelopmnt, 

plans, including its ambitious proposals forindustrial development, can, 

be implemented only if it is possible to secure greatly-Increased grants 

and loans from GODE novernints. Other aid-giving and lending agencies 
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are unlikely to increase their commitments to Egypt sufficiently to 

enable her to meet her needs of foreign assistance for at least the 

next several years, after which petroleum exports and Suez Canal re

ceipts may substantially ameliorate the financial situation. 

7. Bureaucracy
 

The problem of bureaucracy, possibly one of the most complained-about 

constraints on development in Egypt, does not seem to be more limiting 

than in other developing countries-particularly those in transition. 

A:eventurer the Egyptian bureaucracye dealing with is confronted 

.by two types of problems: (1) the iertia of some parts of the bureau

o6 icracy change rapiiy fromits"pre-pen-door" attitudes and procedures, 

and (2) the multiplicity of Ministries and agencies with which a new 

investor must deal. 

It is :encouraging to note-that some progress is being made to deal 

with each 6f these problems. There has been some pruning of the Govern

ment bureaucracy. Much of the overcentralized administrative system 

that dampened ministries throughout the Egyptian industrial sector has 

been dismantled. There has also been a restructuring of the banking 

sector and an elimination of the monopoly of state-owned companies in 

foreign trade. Although leadership in the Ministries is positive and 

forthright in its desire to increase private participation in industry, 

there are often leadersIhip Saps in the second and third tier of manage

ment and a slow-to-change bureaucratic apparatus. Nevertheless, it is 

possible -that an older vested interests are retired and replaced by 

6fficia''horLgorously support liberalization, this process, wll tend 

to feed on itself and result in more rapid change. 
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.With 
 respect to the second point, the Investment Authority is moving
 

in the direction of ,one-stop" assistance and decision making for the 

private investor. For example, project approvals given by the Investment 

Authority Board are binding on all its members which represent all the 

concerned Government ministries and agencies. In the Investment Authority 

headquarters building there are nov a labor office, a taxation office, a 

legal office and a passport office to serve new investor needs. This is 

a definite step forward. 

Thus far, howver, acquiring, land,. construction and provision of 

utilities involve a. number, of, ministries; boards.,and, agencies ,nd can 

result., in protracted administrative delay, for a ne. project.,. .',Setting up 

a new manufacturing plant is a management time-concuming and lengthy pro

cess involving several years. Land acquisition and title clearance~ars. 

involved. Zoning, building codes, design approvals, con perstruction 

mits 	and timely completion of construction once contracted for, all0-can 

present problems.
 

8. 	 'Manpower and Manaement 

Egypt does not lack manpower; ,it lacks management capabilitytaid 

an efficient management process.. ,,These are;€considered to *+be'among. the 

most formidable constraints on industrial development +In Egypt. 

Egypt has a trainable labor .force-some of It 1 already well trained. 

Unskilled workers are abundantly available and are.well motivated. ;Skilled 

workers are, currently _in shorL, supply. due primarily -to the recent avail

ability of, more lucrative jobs in other,.Arab 'countries. Tra-Ini1n8 progrms 

are underwy top;ovde anticipatedilledt.workear requirements 
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Howevar, with the elimination of the market mechanism and centrali

zation of resource allocation and administrative decision making, the 

country has been deprived of the development of both management talent
 

and a proper management environment. Although middle management talent
 

is available-there is an oversupply of technically-trained higher edu

cation graduates who need opportunity and time to develop-top level
 

management is generally lacking. 
This'. too, requires time to develop 

and undoubtedly over time it will. 

4'. 
 Industrialization implies mastery of the management process which, 

in,turn, relies on such traits as comitment, persistence, perfectionism, 

disciplineand productivity.t,,- The management of Egyptian resources does
 

.not appear to reflect adherence, tb-these principles, i. e., productivity 

is low, quality is low, and the ,concept of maintenance receives low 

priority. Yet, by all-accounts1 the natural capability of the human 

resources (both labor and managers) is judged to be excallent. r 

In the Government sector, bureaucracy is perceived to be stifling. 

There is a great deal of paper shuffling and a lack of-deision making. 

Advancement is largely based on seniority; financial incentives are very 

small, rewards for good decisiun making are inadequat; mid penalties 

-for poor decision.making are high..
 

In publicsector industry, -management 
 is perceiveAd 'to b& rigid,
 

anachronistic and uncaring. There is little'delegation of authority;
 

decisionmaking is centralized in the Chairman 
and the Higher Council. 

r'In general, :thereis' little"risk taking. Public gector coapaie s are 

managed- as..productin "units responsible 'to meet certai productiiin <
 

quotas Mrkting: and quality aspects are lacking.
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Decision making in the private sector is generally perceived to be
 
mercantile. 
Entrepreneurs seek maximum returns on their investment in
 
the shortest possible period. 
Thus, investments have tended to be in
 
real estate and import-export activities. 
There are few entrepreneurs
 

familiar with the production-investment 
process and patient with an 

orderly investment growth process.
 

Egyptian management tends to •lack the skills of production scheduling,
 

operating under constraints and being Innovative.
 

There 
 are exceptions to the generalizations presented above. - Talented 
leaders do exist in the Government bureaucracy and the public and private 
sectors. 
However, those who would be considered to.-manage operations
 

fully compatible with Western standards are .in a small minority. 

Adherence to the principles of£ the open-door policy is the best
 
medium for manpower development. A max1mum number of Egyptians should:!
 
be exposed to 
Western society, technology and management, processes.
 

Eventually, 
 the concepts of maintenance, discipline, productivity,
 

punctuality will be Ingrained 
 in the Egyptian character.
 

Operation 
of joint venture firms is an excellent _means of Egyptian 
manpower development. Egyptians will not only acquire the technical.
 

skills from the 
 temporary foreign managements but will adapt,.and evolve 
a special Egyptian.management process consistent wLth tha industria lza

tion goals of the country. 

9. Education and Trninst
 

The lack of a comprehensive stratey,.for. the developmentgoy.,Egyptian 

human resources could become a constraint on Industrial alom...nd 4.. 
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Egypt. The decentralized education and training systems are not coordin

ated with manpower goals, with needs of the labor market or with training 

organizations. As a result, there is an imbalance of skills in the labor
 

force.
 

There are many parties engaged in manpower development but there is
 

iowell thought-out integrated manpower policy or a manpower program.
 

theNat Iniaal-nstitute of Planning'recomends but does not set policy; 

;he MHnistry of Planning and the Ministries of Education and Higher 

,ucationz have a role in manpower policy; the Ministry of Manpower and
 
Vocational Training is charged with assessing training requirement and 

acting.as an :intermediary between vocational training and the labor 

market; assorted ministries have training programs.
 

The Egyptian Government is cognizant of the overall manpower problems. 
Presidential; Decree 795 of 1976 created an interministerial Higher Council
 

in Manpower and Vocational Training.charged with preparing a national
 

policy for manpower and vocational training, determining training require

ments and developing a wage policy. 

The Decree also created a Joint Comm ttee for Planning, Manpower and
 

Training charged with:
 

9 Planning and Implementing projects; 

e Preparing studies for con ideration'by-ihe Higher Council; and 

e Following up the actions of the Higher Council. 

In short, the Higher Council appears to :b.eVcharged writh, fot=mulng man
powerv policy,- and thein Comittee"with dirrj out. manpower pann 

and~.implemening prisms. Th, adds.weer further Ce .uimber of 
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parties with a role in the formulation of manpower policy and implementa

tion of programs. 
Speeding up the process and developing a coordinated
 

manpower development program consistent with industrialization objectives
 

should be given a high priority.
 

The educational process in Egypt is scholastically good but prac

tically poor. Schools, universities, and training institutes generally
 

offer academic instruction but lack in practical applications-facilities 

are poorly equipped and are understaffed. All levels of education should 

attempt to LQ'hasize the practical in some manner.
 

Vocational education is not popular, it lacks prestige. 
Training
 

requirements do not meet skill requirements. Given a choice, the more
 

talented students opt against vocational education. The natural tendency
 

of preferring academic training coupled with the employment policy of
 

guaranteeing jobs for university graduates 
have caused a distortion in 

skills availability. 
There appears to be an excess supply of high-level
 

technicians and a scarcity of skilled workers. In time, market forces 

are expected to correct this imbalance. University graduates are already 

accepting higher-paying skilled jobs.
 

Vocational training programs should be modernized, shortened in 
duration and become more "on-the-job" and less requiring formal class 

instruction. Industrialization in Egypt need not be delayed due to lack
 

of skilled manpower. Skill upgrading be performedcan on the job. Pri

vate joint venture companies prefer this process. 
They find their own
 

job training to be more beneficial than the long theoretical institutional 

training. 
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Industrialization depends on some connection to and general adeptness
 

with technology. 
Basic literacy is an underlying requirement. The key to
 

industrialization progress in Egypt therefore is 
a massive litzracy pro

gram particularly with the help of television. This literacy program
 

should be instituted in addition to the drive to insure that all young

sters 	age 6-15 receive at least a primary school education.
 

10. 	 Employment and Labor Policies 

The employment policy forcing public sector (and, in theory, private
 

sector) companies to absorb workers in excess of their production require

ments has proved to be a burden on industry by reducing productivity,
 

causing inefficiency and weakening competitiveness.
 

if the public 
sector has aspirations to compete internationally,
 

then its organizational units 
should reflect international standards.
 

Establishments should be allowed to reach their efficient size 
over time.
 

This may be accomplished gradually without radical measures by allowing
 

vacancies to remain unfilled.
 

As more private sector jobs become attractive the pressure on the
 

public sector to provide jobs will subside. 
The lure of jobs abroad and
 

the new joint venture companies are already attracting many public sector 

employees-some on a leave of absence basis and others on a permanent
 

basis. 

In the public sector the legally guaranteed job secw:ity, coupled 

with lack of incentives, do not promote high performance. In the private 

sector, magement's inability to regulate Its work force weakens a-firm's 

ability to compete Intern,ationally. 
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The labor law's rigid provisions on job security are written in the
 
spirit of protecting workers against arbitrary and unfair dismissal and 
from the catastrophic consequences in view of a lack of a reasonable 

unemployment compensation scheme. Creation of an unemployment insurance 

system should be considered.1 

The Government'is aware of: the Constraints some of the provisions 

of employment and labor'laws impose on 	industrial growth. 
To 	facilitate
 

free joint venture operition,- two constraints have 	beenremowvd under
 
Law 43 of. 1974" oncerning- the investment 	 "of 	Arab: and' foreign funds 

...
e 	Provisionsapplicable to employeris' (copelling of employrs 
'
 ii
 

. to'employ--those specified'by the Ministry of!Manpower) under'
 

.Article ,21*ofLaw 91Vof 71959d
dO"notapply;
 

e2 	Provisions applicable toemployees'and members of Boards of..
 

Directors (limiting remuneration to bE5,000) under Law 113:1of
 

1961 do:not apply).:
 

,
11. 	 Brain ;Drain 

While the concept of a "brain drain" ?suggests 'a posiible cdnsrint 
on development, this does not appear to be the case.in Egypt- (except, 

perhaps, in ertanskilj categories), 	 ' .. hwhich 4i abundantlv ric I n
 

talent.
 

A 	signifiiant number of Egyptians have left 	Egypt and many continue 
to 	emigrate especially to neighboring Arab countries. 
The estimates
 

.Robert 
Mabro and Samir Radwan suggested such a scheme in their book,
The Industrialization of E m t, 1939-1973, Clarendon Press, Oxford, 1976: . . . the implications of industrial discipline and labor performanceof 	such laws (restrictive labor law, sic) may be adverse. 
Greater flexibility in hiring and firing, coupled with an unemployment compensation
scheme, may not absorb more public funds than the permanent subsidization
of redundant or unsuitable wor-ers in their place of work, but could

benefit the economy."
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of them-emigrating to Libya, Kuwait and 

Saudi Arabia. 

Two types of people emigrate: highly-educated professionals (engi

vary, from 200-500,000 with most 

,neers, dctors .technicians) of which there is excess supply; and skilled 

workers (plumbers, tile-setters, construction workers) who are in great 

demand.,. The attraction of emigration is wages in the range of two to 

tenrtiee hat which worker, cana earn in. Egypt. 
S Emigration, ,in fact, associated with a number of favorablebmaybe 

aspec ts including relief to urban unemployment, expansion' of- the horizons 

of. .theworkers, home remittances in the form of foreign exchange (on the 

order ,o $500 milli pern , and. establihment of contacts In the 

host countries. Egyptians presently.hold high ,positions.in, rab establish. 

ments and such contacts may enhance. the Egyptian position inf'uture 

commercial dealings. 

The negative aspects associated with emigrationAncludelinflation 

caused at home (vis-a-vis construction costs) and the ,depletion:*+of certain 

limited skilled workers pool.
 

'As noted earlier, there was a loss of managerial and entrepreneurial
 
personnel which has been a brain drain. Thus, management-especially
top decision-making managers, marketing management and financialmanagers-present real problems to new business ventures. Host ofthese key posts in new ventures are filled by expatriates who have as 
an important part of their responsibility the "on-the-job" training

of their successors.
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D. THE OUTLOOK FOR PRIVATE SECTOR DEVELOPMET 

1. General Prospects
 

Egypt presents the investor with a number of aturactive advantages: 

• A large and relatively untapped local market for consumer goods.
 

Quality goods, for the most part, have not been readily availa

ble locally and there has been little effective marketing of 

consumer products for almost 25 years. 

Access to Arab markets under advantageous terms-preferential 

tariffs and lower transportation costs. 

e A ready availability of labor which is trainable, with low 

,wage rates and as productive as that competitively available
 

elsewhere. 
Keys to realizing these potentials, however, are
 

training and industrial discipline (management)., 

e An improving investment climate. 

This does not mean that investment in Egypt is without risk. . The
 

Middle 
East, as a whole, remains an unstable area. The econmy of Egypt 

is not self-sufficient and there is serious concern about the long-term 

availability of foreign exchange for the private sector in .the companies 

that are not foreign exchange self-sufficient; that ia, earning enough 

foreign exchange from exports to cover import requirements of raw mater

ials, spare parts and future technological upgrading of capital equipment. 

And, as noted previously, in the past there have been marked changes. in 

Government attitude and policy with respect to the role of the private
 

sector and its freedom to operate independently.
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On balance, howeveri for some types of investments the advantages of 
investing in Egypt outweigh the potential risks as reflected in the num
ber of investors becoming interested in the country and the number of
 

projects approved to date by the Investment Authority. 
The current
 
acceptable time horizon for recovery of industrial investment through
 

profits (pay-out)ranges from three to four years on the short to
side 

four to seven years 
on the long side. Egyptian investors tend to have
 

shorter-term pay-out requirements 
 than foreign investors (especially
 

US.:investors who have 
been able to cover many risk of expropriation
 

and foreign 
 currency convertibialty under' insurance programs of the 

Overseaas 'Private lInvestment Corporation).
 

A-a 'consequence of 
 the" foregoig,'investments to date have tended 
to be 
ilight"manufacturing, geared to the-most profitable sectors in
 
the consumer goods market and 
uithminilmal capital investment. 
 Further

more, most projects tend to be staged with ample provision for review and 
checkpoints to assess results to date and the prospects for a continued 
attractive investment climate before incremental investments are made'. 

Nevertheless, all indications suggest that capital--both domstic 

and foreign-is interested in investment in industry provided projects
 
are soundly conceived with fairly rapd pay-wout and hae 
ble, experienced 

project management. The attractiveness of quick trader profits and real 

estate speculation in Egypt'is beginning to'decrease and investors are 
showing a willingnessi to"consider more moodest ites of returns. 
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2. 	 Government Policy
 

The Government appears to be embarking on a new strategy that will
 

essentially limit expansion in the public sector with public funds. 

However, there are conflicting statements regarding this intention. 

For example, as indicated earlier, the Five-Year Plan calls for large
 

investments in new projects by the Ministry of Industry.
 

Nevertheless, it is understood that existing capital budget alloca

tions for the Ministry of Industry are now set aside to complete those.
 

projects now under construction (roughly 501A of the budget), to purchase 

spare parts and permit some rehabilitation and existing plants (40Z), 

and to. break production bottlenecks (10Z) such as exist in sugar refining 

As a result of its new strategy, the Government is now encouraging 

public sector companies to expand through joint ventures with Egyptian, 

Arab or foreign investors. Thus, except for certain basic and strategic 

industries (such as defense, steel and petroleum), future expansion in 

the industrial sector is seen to be through private business investment 

and through joint ventures with public sector companies. 

This proposed transformation of state control of industry by means 

of private enterprise growth and joint venturing is a remarkable 

development. 

There is a strong desire on uue parL wL u. wvw su co oring 

supply/demand balance back to the marketplace and cover more of the 

country's needs by producing locally so as to end the black market of 

1Foreign participation, however, has been encouraged in exploration 
activities on a production share basis (with 51Z Egyptian control)
 
whereas export/import of petroleum products and refining are clearly 
to be 	public sector activities.
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supply-short goods and reduce the levels of importation. 
The rate of 
private sector growth has not been as rapid as a number of new appointees
 
to Policy-making posts as the Government would like and, hence, the recent
 
impetus to improve the investment legislation and simplify the administra
tive procedures. 
At present, industrial production is roughly 70% in the 
public sector and 30% in the private sector. 
Although the Government has 
not set any definite targets, they would clearly like to greatly increase
 

private participation 
 inIndustry.
 

Consumer products is.anarea where the Government looks to large
icale Private 'initiative, except 
for those items where the Government
 
subsidizes ray materials (such a. 
 soap) and those products which are
 
under price control. The Government intends to reduce the number of
 
items under price control, however, from roughly 80, at present, to 15-20.
 

investment projects bringing ne 
and updated technology to ESypt are
 
especially favored by the Government. Management skills 
and training are
 
another desired project contribution. Finally, there is 
a preference for 
projects with export or foreign exchange earnings potential. 

3. Transfer of Public Enterprises intoMixed or Private Ownernp 

The Government policy of encouraging nonstrategic public sector 
companies to expand through joint ventures with Egyptian, Arab or foreign 
investors is a move toward changing public enterprises to mixed ownership. 
A number of moves in this direction are already underway.
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For example, it is the intention of management of the Nasr Automoti%,e
 

Company to restructure its present operations and form joint ventures or
 

participate in new ventures in four fields of endeavor:
 

* Engine manufacture;
 

* Tractor production;
 

* 'r Small car assembly; 'and 

* Truck production.
 

Partner' for'the first three operations are reported to be: Ford, Hassey
 

Ferguson, and Fiat; truck production is still in negotiation.- The'net
 

resato 4 ':..ia Na r Automotive more as a holding company ' r t' leave 


than a.prodiuction'Company, ith interests in 
 four manufacturing ventures. 

Four other public sector companies are reported to be in negotiation 

with European companies for joint venture operation. The manufacturing 

areas involved include: 

* Lead-acid battery manufacture; 

* "White Goods" consumer products;",.,

* 
 Boiler and pressure vessel manufacture; andk 

* Electrical products. 

4. Potential Investment Opportunities, 

The General .Organization for:IXndustrialization,(GOFI) has.had six 
major industry sectoral studies .completedrecently. whch ,haveidentified 

a number of opportunities for new investment.; According to the newly-

enunciated strategy of _the .overnment with regard.to private participation 

in ,industry and expansion of public sector companies, this, mans that the 

opportunities identified are all potential private investment project. 

11'A 
Arthur DUttirIn 

http:regard.to


or joint ventures. A brief smnmary of these opportunities by sector
 

follows. 

Building Materials 

e A substantial amount of new capacity is needed for cement 

production. 

e-
New capacity in asbestos ;pipes, asbestos sheets, and concrete 

'"pipesand poles. 

!:New capacity in non-,clay bricks and somewhat less in claY:: 

bricks. 

* Expansion of existing clay pipe and floor tile manufacture. 

e.
A major new flat glass plant and one for glass wool and,
 

fiber glass.
 

Enineerin s Industries 

e New- facilities for the manufacture of railway "oac'h" nd* 

tramcars. 

* Television manufacture."
 

a Manufacture-of medium and large 
diesel angines. 

e Manufacture of handling equipment.
 

e Manufacture of a new range ,of mac ool.
 

a 
Expansion of the production of trucks and buses.' 

e. Enlargement. of the pOroduct range' of Near Boiler Ca, 
* Manufacture of electric motors and generators."
 

* Expansion of wet and dry battery facilitie.. 
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Food
* Wet milling facility for producing a full range of corn syrups.
 

* Three edible oil plants for solvent extraction, hydrogenated
 

oil and new refinery capacity.
 

" 
Two animal feed plants for low and high protein pelletized
 

concentrates and by-product feeds, respectively.
 

* Highly-automated yeast plant. 

Metallurgical Industry
 

o A ,new copper rod casting plait. 

P.ulp and Paper
 

* A one-machine bagasse newsprint facility attacedto a sugar.mil'. 
-e 'attachedThree mall wood-free printing ,and writingpla.s .also 

to sular Mills.
 

* 
 A wood content printing and ,writing facility.,
 

@ A market pulp mill.
 

e 
 A writing and printing, paper facili.tf.: 

e A corrugatig medium and linerboard plant.
 

e A duplex and multiple boards plant.
 

e A tissue mill.
 

* 
A small cigarette paper producer.,.
 

* A wastepaper mill.
 

'E c'udiig' a nuber "of proj ects designated for, the public, sector, .iron and steel plant and the public sector aluminwa smalter. 
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Textiles 

a Renovation of jute milla to reduc the foreign exchange spent 

on Jute bass.
 

0 A new polyester/cotton spinning mill.
 

* Two new cotton weaving mills to utilize the output of the
 
proposed spinning mill and of other mills recently constructed.
 

5. Other Areas of Investment Promise 

Checal projects top the list in terms of projects approved, in
 
execution and in production (both In 
 terms of.number and capita invested). 
Textile projects are clearly the second most attractive area. Projects in 
food and beverages, engineering industries and building-materias follow, 

in that order. ! 

- Inlterms of "specific projects, three 'are directed toward the pro

duction of extruded aluminum shapes for doors, windows and other 

construction.uses. One-Arab Aluminum Co.-.was one of the first plants
 
under Law 43 to actually begin manufacturing operations; 
 the other two 
plants are in the execution phase. "Arab AlumInum 'is an" interesting case 
example of the multiplier effect from new investments. It is actively 

helping set up a network of small businesses to fabricate such products 
as doors and windows, using its extruded shapes for Ithe co"s'truction 

industry and consumer markets. 

1Lacking a specific identification of actual project approvals by activityand principals involved, requested but not provided to aus, review ofTable 13 permits only some generalizations about the areas of graatestcurrent investment interest in industry.' 
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There appears to be a need for local availability of export-quality
 

packaging materials. One proposed project produces corrugated medium,
 

based on imported kraft, and a project now in execution to greatly expand
 

the production of glass containers in Egypt.
 

Under the recently-enacted revisions to Law 43 (Law 32 of 1977), 

the full benefits of the original law extended to new foreign investors 

were extended to Egyptian investors. It is too early to judge the 

nature and extent of the response to that law in terms of projects sub

mitted by Egyptian investors to the Investment Authority for approval. 

As noted earlier, however, investment approvals (representig planne 

investment of approximately hE95 million in 1976) granted byGOFImay giv 

some indication of areas of current investment in terestby Egypfiin indus 

try. Major investment approvals Ln 1976 'ranked in terms of capital inves 

ment and production value were: 

Percentame of Total Value
 
Capital Production Net Value 

Textiles" 28.32 23.92 23.72 

Food Industries 24.7: 36.6 51.6 

Chemicals and 24.3 18.6 12.5
 
Building Materials
 

Engineering Indus- 16.2 1479 -8.3
 
tries
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In te=8 of types of projects by industry group, these GOFI investment
 

approvals for 1976 included:
 

Textiles: 250 projects principally in weaving (136), 

tricot manufacture (60), dyeing and pro

: ceasing (20), and ready-made clothes (9).
-F.odiiduIsdties- : 175 projects pr ncipally in macaroni pro

duction (55), ice plants and cold storage
 

(33), sesame halava production (30), perfumes
 

iand cosmetics (17), poultry feed (4), and 

dairy products (4).
 
.Cheicals and,' 
.. 
Buildiug Materials: 118 projects, principany n platcs (65), 

paper and cardboard (7), chemicals (13), 

glass (3), and ceramic tiles ,(10).
 
Ennineerinit
 
Industries: 100 projects principaly In household" 

appliances (3), printing (13),, tools and 
ntruments (1) untre-(2,admetal 

wire (P5). 

6. The Needfor On-GoinaOpportunityIdentification.
 
There appears to be a pressing need for more 
 preliminary identifica

tion of investment opportunities to further the development of specific 
projects. The GO1 sectoral studies were a partial strp In that direction 
at one point in time. The Investment Authority Is not actively searching 
out new projects for development and, on the Governmental side, it appears 
tat "it is "no one's bK" There was talk of a new National Investment 
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Bank to serve this function, but that proposed institution has not come
 

into being. Other countries in their initial programs for attracting
 

foreign investment have found an on-going program of opportunity analysis

a significant factor in attracting new investment.
 

One effort in this field which has been successful is the prefeasi

bility analysis group of the Misr-Iran Development Group. This Group 

has developed projects to a sufficient level of opportunity analysis that 

it has proven effective in bringing partners together for the active 

feasibility study of a number of the Bank's projects. 

7.:,.Special Needs of,Small-Scale Industry 

As noted,earlier, most private sector industry in Egypt is relatively
 

small-scale and found to have special needs.1 
 The major problems con

straining thek growth, of small-scale industry identified by a recent 

IBRD:.	survey.,team-include,:
 

a Out of date machinery;
 

* .:Deficient methods of. production and an'agement; 2
 

e Poor working .conditions;
 

1Egyptian small-scale industry and business was the prime focus of a team
of American businessmen selected by the Egypt-United States Business 
Council.2 This team was in the country during the time of our field 
work and will submit an independent report on the requirements, con
straints'and opportunities of small businesses. 
We did not devote any

attention to the artisanal sector (less than 10 workers) which is
 
oriented toward the production of household goods for local markets.
 

2Deficient production and management methods include such factors asproduct design and development, production planning and work methods,-.-.
materiai selection, quality control and preventive maintenance.
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.0 Lack of access to institutional finance; and
 

* Deficiencies in telecommunications and transport. 

The solution of many of these problems requires technical assistance
 

in the form of basic business management training (including project eval

uation for support of capital loans), extensive technical advice and skill 

upgrading. 
Inasmuch as administrative responsibility over small-scale
 

Industry is divided.,among a half dozen ministries,. focusing on comon 

probli,,and tak$.ng proper .remedial actton is difficult 'andr thus, pro

blems are compounded.,
 
The IBRD Mission recommended centriingL Ponsibrlty for sal

scale industry (excluding, the*handicraft sepent) .ii a reorganized and
 

revitalized Small Industrtis Department in the Ministry of, Induistry.
 

Among, the functions: proposed., for the Department would, be to:
 

e Streamline and 
 improve upon the efficency of' a itrativ .
 

procedures; and
 

e Eliminate,existingbiases against: stalldscale Industry with 

respect to incentives, procurement!,and-taxation,
 

We are aware of two institutions ,which are now at least partially 7 
attempting to respond to some of the special needs of small-scala indus

try in Egypt:, (1) the Deopment dustrial Bank; and (2)the-Engineering 

and Industrial Design Development Cntre. 

The Development Industrial Bank (DIB) is the latest (1976) reincar

nation' of the-long -dormant Industrial Development' Bank 'originally organized 
in the 1940s. 
Its primary function is to promote and finance productive 

industrial enterprises-mainly in the privatea sector, including small-scale 
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1
 

industries --cooperative and artisanal. 
Public sector lending is a
 

restricted part of its total portfolio (roughly 35%) depending upon its
 

fund sources. The Bank is 
one of few that makes medium- to long-term
 

loans (12 years is the longest it has made to date); in size, its loan 
portfolio ranges from hE3 million (its largest loan) to a few hundred
 

pounds to artisans or for hire-purchase equipment arrangements. Its
 

charter also allows provision of working capital facilities and 

guarantees, mainly for support activities for its long-term financing. 

In its promotion function, the DIB can also take an equity position
 

(maximum of 25% of the capital) if the securities of the enterprise are
 

traded on an exchange in Egypt. 

The Bank aims to achieve a spread between its funds and loans of
 

2-3% (as contrasted to spreads of 7-8%with comercial banks); 
 it is not 

expected to make a profit. Loans to small-scale industry, however,
 

inherently cost more to evaluate, process and service in 
 proportion to
 

the 
size of the loan than larger loans. With such a thin spread, the 

DIE must balance its portfolio with larger, more profitable, loans in
 

order to at least achieve breakeven on its operations. (An estimated 

50-of its recent medium- and long-term loan funds are in loans greater 

than hE500,000 in size.) 
 Thus, only a portion of its capital can be
 

lent to small-scale industry. In addition to its financing function, 

DIE is also expected to provide technical assistance to small-scale indus

try, small workshop owners and artisans. To date, this has been limited 

1The DIB defines small-scale industry as representing an equity of less.athih-E20,000 (excluding land and buildings)-; the International Develop
ment Association defines industrysmall as having an equity of less, than
hE100,000 (excluding land and buildings). 
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to providing some help with financing and engineering problems by Bank
 

staff when they are spotted in the course of a loan appraisal.
 

Extension of loans to small-scale industry will be facilitated by a
 

recently-approved $8 million OPEC loan to the DIB at 3/4Z interest.
 

The DIB is restricted to lending these funds to small-scale industry
 

(less than bE20,O00), but will charge 8% to the borrower. 
 Six percent
 

of the spread will be allocated to a special fund to provide for training
 

and*technical assistance to small-scale lenders.
 

The most important constraint on the Bank's operation is the avail

ability of qualified personnel.1 Government civil service salaries limit
 

access by the DIE to many qualified personnel who have more remunerative
 

career opportunities both in the private sector and abroad.
 

Capital availability was not considered a constraint. 
In fact, In
 

the banking comnunity, 
 as a whole, there appeared to be a shortage of
 

projects defined as "bankable" in relation to funds available. 
In the
 

small-scale industry sectors, however, potential borrowers need help in
 

formulating a "bankable" project in order to get money. 
Here, the con

straint appears more one of technical assistance than capital availability. 

Project appraisal is an area.requiring strengthening within the Bank.
 

The management of DIB recognizes the need for staff training and techni

cal assistance; funds for these purposes are being made available to
 

DIB by USAID and IDA. 

Another institution at least partially responding to some of the 

special needs of small-scale industry is the Engineering and Industrial 

Design Development" Centire. The Development Centre has evolved Into a 
1Permanent staff nuiqbers about 250 of whom 180 are graduats; of thisnumber, 69 are considered "professionals."
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training institution as vell as a provider of special technical assistance
 

which was its initial base. The evolution took place because the Centre
 

found its clients unable to implement much of its work for them without
 

such training. Twenty-two courses are now offered with some 600-800
 

people taking the courses each year.
 

At present, the institution serves a wide range of clients in both
 

the public and private sectors, only a small fraction of which are like

ly to meet the small-scale industry definition. 
Many ,of its existing.:
 

services for clients-production scheduling plant layout, maintenance
 

management-however, respond to problem areas already identified. _,The 

Development Centre, as now constituted, is not staffed or sufficiently,
 

supported externally to support the types of technical extension services
 

often required of it by clients.
 

The Development Industrial Bank is now encouraging the Development
 

Centre to expand its fields of activity to Include export product upgrading
 

to meet new competitive conditions. 
DIB, for some time, has financed com

panies which have exported consumer goods to undiscrimInating markets in,
 

Eastern Bloc countries under bilateral trade agreements. Many of,these
 

trade agreements are coming to an end and the DIB would like the Develop

ment Centre to help manufacturers to upgrade the design and quality of their 

products so that they can survive in the competitive consumer goods 

markets in the Wnt. 
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E. INDUSTRIAL ME ZONES 

Industrial free canzones be expected to play an important role in 

Egypt's industrialization efforts. 
However, we do not anticipate any
 

significant foreign investments in the zones in the near future. Several 
key constraints on the development of the zones-conceptual, organizational, 
and physical--lead us to believe that the potential of industrial free zones 

will not begin to be reaizIed for at least five to seven years and then only 

if majior steps aretaken in planning, promotion and implementation.
 

Earlier, we mentioned ' ,the need for more 
comprehensive planning for
 

thedevelopmento~f free This 

~ the zones. includes a well thought-out 

Sttt"eimeut of, objectiives,' goals' and' targets and identification of industries 
and regions:in whichdevelopiets 

freeare sought. A truly significant 

zone program cannot begin to materialize until this initial step is taken. 

In order to assure maximum net national benefit, the appropriate 
policy'makeii should also give careful thought to the entire incentive
 

program. A limitless tax holiday for any export industry is excessive
 

considering the advantages Egypt 
 offers to investors seeking abundant
 

low-cost labor. Although we not
have studied the Egyptian free zone 

question to any great depth, it would appear that incentives should be 

directly related to the 'xtent to which an industry can contribute to 

the national objectives outlined for the free zones and that foremost 

among these should be foreign exchange earnings for Egypt (not just the 

free zone which may be considered as being "outside" Egypt), employment 

of unemployed Egyptians, technology transfers to Egypt, and other bene

fits to the economy outside the zone. 
Merely attracting manufacturers
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who will export more consumer goods to Egypt may, in fact, yield negative
 

returns when the economic coats the country incurs in supporting them 

are taken into account. 

The second area which needs to be strengthened before more rapid
 

development of the free zone can be expected is promotion. 
Once the
 

Authority has produced a clear statement of objectives and identified
 

target industries, a vigorous promotional campaign must 
 be undertaken 

to "sell" the concept and to attract desirable investors. We saw little
 

evidence o0f 
the kind of promotional':material or strategy needed to ensure
 

rapid development. The kinds of promotional programs Egypt's competitors 

in free zones undertake' include a variety of attractive and informative 

brochures; overseas promotional offices; promotional presentations which
 

can be made to large overseas audiences of prospective investors; aid
 

high-level staff who meetcan with prospective investors and provide
 

them with 
the kinds of information they require for making investment 

decisions. 
We find few of these elements of a promotion program in
 

Egypt at this time.
 

Finally, according to a report of June, 1977, by the Shannon Free 
Airport Development Company, Ltd., which has undertaken an extensive study 

of Egypt's industrial free zone, a major constraint on the near-term devel
opment of the free zones lies in the inadequacy of Infrastructural facili

ties within the zones. These inadequacies have been due, according to the' 

Shannon report, to inadequate funding but they claim that 1977 saw some 
progress in financing of the free zones. Nevertheless, until the Infra

structure'and advance factory buildings" a're completed, no significant 

development canDtake place. 
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.APPENDIX A 

SECTOR STUDY SUMMARIES
 

The following reviews 
 of six industrial sectors are drawn from exten
sive sectoral:analyses:.financed by the IBRD for the General Organization 
fo, Industrialization (GOFI). Each study includes a general overview of 
the sector, a detailed analysis of the public companies included in it,
 
recomnendations, and prefeasibility 
studies for a select number of hikh

priority projects. 

The reviews are based directly on the-studies and on papers prepared
 
by a GOFI counterpart team which had also worked on- the sectoral studies. 
Ina few cases, other sources were utillzed to fill serious Saps.
 

Four of the studies--textiles, metallurgy, engineering, and building
 
materials--are comprehensive and cover the entire sector. 
The final two
 
are not. 
The food processing study covers only a limited number of pro
duct areas; the rest of the information was acquired from the GOFI
 
counterparts. 
In the chemical sector study, only paper and pulp were
 

analyzed; information on other components is limited.
 

We express our great appreciation to Eng. Ibrahim M. Sharkas, Deputy 
Lhairman of GOFI, for having made the reports and his staff available to 
us for this invaluable review. Major contributions in helping to compile 
the material from which we prepared these brief summaries were made by.; 

the following GOFI staff:-


Eng. Nadya Abdel Azim . . Pulp and Paper:;, 
Eng. Emam AbdElmonem . .tallurgy
Eng. Sai" E.louky . ... Engineering Produc." 
Eng.' SalwaHamad . *.o . . Food Processing . 
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E. aibr el herKaf~ Food Processiing,' 

ThOI tawas led In, this' effort by Eng. -Muiri'Nasueir. 
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I. TEXTILES
 

A. STRUCTURE OF SECTOR 

1. Public Sector Structure 

The public sector accounts for about 802of the:productive capacity 

of the industry. 
It is 	made up of 30 companies, 29of which are concerned
 
with textile manufacturing, and all of which are larger than any private
 
sector company. The public sector produces 100% of the 
 coon yarn, wool
 

yarn 	and wool cloth output; 
65% of cotton cloth; 45% of knitting pro

duction; and 30% of making-up production.
 

2. 
 Private Sector Structure
 

Because of the large number of small private workshops,.it.is diffi

cult to measure this sector with any precision. The private sector; in
 

textiles is limited to fabric manufacturing and garment-makings-. Since
 

the public sector controls yarn production completely, the private sector
 
must depend on unreliable allocations which creates important.bottlenecks
 

and 	depresses output severely.
 

3. 	 Orianizations and Institutions 

Until 1975, the industry was under a General Oranizat on of Spinning 
and Weaving. Since 1976, the public sector companies have been administered 
directly by the Ministry of Industry through the Textile Secretariat. In
 
addition, a High Council has been formed, with representatives from the 
Ministries of Industry, Economy, and Finance, as well as the public,com

pany 	chairmen. 
The 	Council is responsible for general 'policy direction. 

.Other institutions include the Textile Chamber of the Federation o 
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Egyptian Industries (an important lobbying group), the Consolidation
 
Fund (an export promotion organization), and the 
Pan-Arab Textile Federa

tion.
 

PERFOPMNCE OF SECTOR 

The textile Indstry, ha long been one of the most important contri

ur's' 'to Egyptian indutial performance. In addition to being the
 

second most important in terms of output value (just behind 
food), It is
 
by far the major industrial exporter, accounting 
 for hElO5.5 million out 
of bE207.l million in total exports in 1976. The sector is alao the major
 
industrial 
 employees in the public sector alone 

In 1976. 

2. Production
 

The value of textile output In 1976 was hE760 million, or 28% of
 
total industrial prdu~t~ion. 
 The ivate sector accounted for about 25%. 
Output growth has been steady, if not spectacular, with approximately
 

S
E50 million and 575,000 tons produced in 1973, versus hE760 million 

and 650,000 tons in 1976 (includes textiles and fibers).
 

3. Consumption, Capacity. Production and Capacity Utili ation 

Textiles is one of the few industrial sectors where both prouuction 

and productive capacity exceed domestic conhsption. This is apparent 

from the net exports (Tables A-1, A-2, and A-3). 

Domestic consumption of ail textile products is now about 200,000 
tona-and total production is more than 400,000 tons-the excess being 
exported. About one-fourth of the total production, and one-half of 
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TABLE A-1
 

PRODUCTION, EXPORTS, IMPORTS,
 
AND CONSUMPTION OF TEXTILES, 1974
 
(000 tons, unless otherwise noted)
 

Production Exports Imports 


cotton.' (1974-75) 440.6 198.0 1.9 


Yar, 223.3 36.6 1.3 


Fabric (Sq. -uuer 637.3 
 97.0 10.0 

x miflion)
 

Garments. 19.2 
 2.9 :7.5 

Blankets (000 2,203.0 - 10.0 
pieces) 

Sewing Threads -1;5 "A .04 i'1;5 

Cotton Wool 1.7 .3 -

Sacks .22.5 13.0 .. 

Jute/tinen .. 30.0-. 5.0.. 


Source: Sector Study, Werner International.
 

Consumptiol
 

244.0
 

188.0
 

550.3
 

1 823.8 

2,173.0 

04"
 

-.35.5
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TABLE A-2
 

PRINCIPAL TEXTILE mXPORTS. 1975
 

Tons 
Trade 

--A reement rercent Total 

cottoJ(174-75) 198,000 
 227,700 

Yarns 32,503 24,917 76 62,138 

Fabric 0,958 3,562 32.5 18,310 

-Gamients (woven) 1,472 1,438 .97.7 9,280 

Gaments(Knittied) i 1,943"9. l 786 919 12,631 

Towels 
 982. 805 82 2,549 


Other Made-Up 1,058. 694 
 '653. 2,575
6 


TOTAL, uxcludin8.
 
cotton 48,916 
 33,202 67.9-
 107,483 


TOTAL 246,000 203,000 
 82.'5 335,680 


Source: Sector Study.
 

bEO00 
Trade 

Agreement 

296,040 

54,963 

8,520 

Percent 

87.9 

88.5 

46.5 

9,181 98.9 

12,261 97.1 

2 284 89.6 

1,996 77.5 

89,205 

296,176 

83 

88.1 
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TABLE A-3 

EXPORTS OF COTTON TEXTILES, 1970-1974 

(000 Tons) 

.Year-., Cotton Yarns Fabric GarmentsFari' CamPns, _______.,Knittied OOther. Total 

1970 304.8 41.4 20.9 .7 1.2 0.7 369.7 

1971 298.1 42.3 23.2 - .7 1"4 0.9 364.6 
1972 30247 44.7 19.0 1.0 1.4 14.3 383.1 

1973" 239.7 -44.7 19.0 1.0 1.7 12.3 318.4 
1974- 166i J35.. 13.3: 1.2 1.7 9.4 228.1 

source: Sector Study. 
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domestic consumption is ration cloth which is sold at a highly-subsidied 

price to the public. Consumption of textile fibers is 250,000 tons, 

production 390,000 tons.
 

There is no information on how actual production compares to nominal 

capacity, in part, because so much of the cloth and garments are manu

factured in small workshops. Even though capacity utilization is thought 

to be fairly high, the IBRD sector analysis suggests that machine effi

ciency could be improved 15-50%, and that labor productivity could be 

raised by 325%0 

4. Investment 

Public sector investment in spinning and weaving was hE30 4 million 

in 1973, bE35.2 million in 1974, 1E47.4 million in 1975, and ESl.4 millioi 

in 1976. Investment in 1977 appears to have been at the 1976 pace. The 

local/foreign shares of investment have consistently been divided about 

equally. Private sector investment approvals by GOFI rose from hE3.0 

million in 1971/72, to E5.0 mllio0n in 1974, and to bE12.0 million in 

the first six months of 1975. (Actual investments are impossible to 

measure but are somewhat lover.) the return on caital employed is 

about 8.5Z. 

5. Trade Balance 

As indicated earlier, the textile industry is the only- one wi4th a 

positive trade balance. According to official fiturs, imports of. tx

tile goods represent about 1,000 tms .ofyarn,35 meters of 

fabric, and one million garments. -Addtiona. private sector imports 

are valued at about-IEkS8-9 million. Imports have ncreased sharply over 

the last few years as the stringent protectiouist policy has been 
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liberalized somewhat. Imports of.raw materials have appeared only in
 

the last years, reaching 4,200 tons in 1976. Equipment is the most
 

significant import category. The total cost of iaports in foreign ex

change is about hE50 million. 

Statistics on export performance vary greatly. Ministry of Industry 

figures show total textile exports of bEI05 million for 1976 of which 

IE40 million, or 40Z, is for hard currency. The'Werner International 

Sector Study financed by TBRD' shows 1975 exports totaling bE336 million, 

of which ,E40 million, or.12Z, ,is-hard currency. The greatest difference 

l-es in the amot -of exports' through bilateral trade agreements or to 

COMECON ;countries, "but their relative significance is striking in both 

estimates.. The asector study indicates that 246,000 tons of textile fibers
 

and goods were exported in 1975, of which only 43,000 tons were-for hard
 

.currency."The figures for 1974'were 316,000 and 107,000 tons, respectively.
 

The,trend in exports has'not been'very good in recent years as do'mestic 

consumption has increased more rapidly than&productio-n. The only bright 

spot has been a- slow increase in- the percentage of exports to c6nertible 

currency countries.
 

By far,, the most important-'exporillis cotton fiber wlthalmos't 200,000 
of the 246,000 tonsin 1975. Yi accountfor 32,000 'ton ofthere

mainder, although it is interesting that the per-kilo value of yarn is 

considerably less than that for the highly-prizedEgyptian long-staple 
cotton;.... Garments, fabrics, and other made-up goods fill out thetotal. 

The&large percentage of exports trougbitelad barter 'agree

ments ,indicates theeakness 'of-tetilerxpo"rts. "Not only' 'is:t"4ilt 

of manufactured 'extiles judged-to b-e ,v ypoor,, .butthe p rte not 
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competitive in most 	hard currency nations. 
Only the parallel exchange
 
rate makes them at all competitive. Imported equipment, the high cost
 

.of expensive local cotton (although subsidized by the Government), and
 

labor redundancy and inefficiency that negate low wages have led to a
 
price structure which allows Egypt no competitive edge. Hence, the poor
 
quality and high cost have limited textile exports to COMECON countries.
 
The only exception is the long-staple fiber which demands a premium in
 
hard currency trade. However, the market is limited and any small trans
fer.of exports from nonconvertible to convertible currency.trade would
 

lead 	to a very sharp drop in the price of the latter.: As a result,"Egypt 
must 	 become competitive in manufactured textles by lowering coats . 

(largely throughincreased efficiency) and ,;ising +quality standards.

6. 	Employment
 

The textile sector Is,.the majornu 
 al ! yerithabout 282,00
 
workers in the public sector alone in 1976, up from 262,300: in1973. '. 
Extremely low labor productivity iesthought to,be the most significant
 
problem affecting,the Industry. 0v.ernmnnng,-inadequate trainins,.poor
 
management, or lack of incentives and overaUL 
poor labor performancea+A, 

have made labor costs higher than 	those in Europe, despiteamch .lower 
wages. 
 .thatIt has been estimated labor productivity ,could be. increased 

325%.
 

7. 	Financial Perfomance., 

Gross margins are. good. excp" w.hre t.+he .Government.rest:icts sales 
pricing. The ,totalcapial ;employed in 1973 vjas &1.8 million with a 
return of 8.5Z. Sales were 	AEl2 on end earnings as a percentage 

of sales were 8.3Z. Fianci management, was generally Inexpert. 
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8. 	 Strengths of Sector
 

e High quality raw materials.
 

* 	 Long history as well as established industry. 

* 	 Export incentives and other forms of Government support. 

* 	 Rapidly-growing domestic market. 

9. 	 Weaknesses of Sector
 

As indicated above, the most important problem is low labor pro-.
 

ductivity resulting from the following:1
 

* Inadequate training at all levels;
 

e Overmanning;
 

e Poor management and absence of need to meet financial and
 

productivity goals, only physical output targets; ax.
 

* 	Lack of incentives.
 

In addition, machine efficiency islow, desvite relativel- now
 

machinery, because of:
 

0 	Poor maintenance; 

* 	 Lack of spare parts (now being rellevea); 

e 	Poor organization and managemenr
 

Generally poor labor performance-particularlv lack of trained
 

maintenance personnel; and
 

* 	 Lack of boiler capacity which creates bottlenecks In fimishing
 

plants.
 

Moreover, export performance is weak, despite largevolre,
 

because of:
 

* 	 Noncompetitive pricing eveul with Governmnt protectin. sma

Aubstidies;i
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" Inadequate quality;
 

" Price-elastic demand for high-quality fiber; and
 

* Few expmts and limited potential in convertible currency 

countries. 

Finally, Government policy contributes to problem because: 

* Controlled price and raticned cloth limit incentives to 

companies; 

* Physical quotas rather than financial Performance are 

stressed; and 

e Employment goals ham international copetitiveness. 

C. 	 OUTLOOK FOR SECTOR 

1. 	 General Development Strategy 

The recoumandations made in the sector study are based on a general 

conclusion that efficiency and quality are nov extremely low and must be 

increased significantly. 
In order to be competitive, Increase exports 

and reduce the high level of waste, the following steps are called for: 

a rationalization of production; an Increase in machine productivity 

through better maintenance, organization, and purchase of new machinery; 

an increase in labor productivity (potential increase of 325Z) with 

incentives and top-down training programs; and an Improvment n rationed 

cloth to eliminate a 25Z waste in raw material. 
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2. 	 Prolects
 

The principal projects called for are a top-down training program
 

and major efforts to improve labor and machine productivity. Also:
 

9 Renovation of a jute mill to reduce the foreign exchange spent
 

on Jute bags; this project could be rapidly amortized;
 

0 A new polyester/cotton spinning mill; and
 

:" 	To new cotton weaving mills to utilize the output of the proposed
 

spinning' mill and of iher mills recently constructed.
 

3. 	'Forecasted Capacity, Production and Cons,-ption
 

*:Threare 
hree 	sets of consumption projections. 
 For the years
 

1975-1980" the World Bank forecasted consumption would rise by 26.5%,
 

Werner'International estimated 30.7%, and the Ministry of Planning, 56Z.
 

For 1980-1985, projected increases were 30.8% (Werner International) and
 

26.5% (World Bank). 
 All three used a base of 200,000 tons for 1975.
 

-Output projections are as follows: 
 both Werner and IBRD expect it
 

to be 250,000 tons by 1980 but Werner anticipates 350,000 tons by 1985
 

and IBRD, 300,000 tons. 

The rapiy-growing consumption and output require an additional 

146,000'tons of fiber, almost all of which would be cotton. 
However, the
 

Government is not willing to convert that much more land to cotton pro

duction. 
Hence, either cotton must be imported or synthetic fibers
 

produced. A combination of the two, with greater emphasis on the latter,
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4. 	investment
 

To fulfill the development program set forth by the IBRD sector
 
study, reach international standards, and meet expected consumption,
 
zalls for an ambitious investment program. Investment (in 1976 dollars) 
would have to total $1,174 million by 1985, of which about $500 million 
would have to be in place by 1982. This sum would be for new equipment 
and facilities and does not include the coat of the training program
 

called for. 
Almost all the new projects are in the cotton industry
 

($850 	million) and most of the reminder in synthetic ,fibers. About 
one-half of the investment would have to be in foreign currencies. 
Finally, the burden to the Government represented by this program.is, 

slightly less than that incurred by continued subsidies, higher fports 

and 	fewer exports.
 

5. 	 Anticipated Trade Balance 

Imports of raw materials are expected to increase somewhat if present
 
export levels are maintained. 
Similarly, the development program would
 
involve massive imports of equipment. However, these imports are less
 
burdensome than the final product imports that would be required if
 
present capacity were not expanded. Although the program involves a
 
large foreign exchange requirement, it also allows the industry to remain 

a net foreign exchange earner. 

Fiber exports to hard currency countries are expected to rehaih 
stable at 85,000 tons (possibly rising 5% by 1985). The COIECON..and.
 

Special Trade Agreement exports will drop from the 16 0,000-ton level of
 

1975 	to 99,000 in1980, and 46,000 In 1985. Exports, o U other products 

are expected to-remainrelatively low...AOverall, exports to-hard 
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currency nations will rise from 107,000 tons in 1974 and 34,000 in 1975
 
to 103,000 in 1980 and 121,000 in 1985. 
 On the other hand, COMECON
 

exports will fall from 203,000 tons in 1975 to 116,000 in 1980 and 63,000
 
in 1985. 
 The net result will be a steady fall in exports from 316,000 in 

1974 to 202,000 in 1980. 

The export potential is not likely to be any brighter than this. 
Few potential new markets would purchase Egyptian textile with converti

ble currency. 
If high efficiency and productivity were achieved,,and,
 

result in higher quality and lower costs, some additional exports to,. 

Europe and Canada might be possible.
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11. FOOD PROCESSING I-DUSTRY
 

A. STRUCTURE OF SECTOR
 

.1. Composition
 

The food processing Industry is made up of the following product
 

areas (listed In declining order of gross value of sales): 
 tobacco and
 
-"cigarettes, sugar,. oil and soap, beverages, canned products, starch and
 

yeast, biscuit and confectionery, dairy products, flavors, etc. The indus

try is made up of over 1,000 establishnts, although all but 21 of them 

are small private concerns which together account for only 22Z of gross 

sales. The most important public companies produce sugar and
 

sweeteners, edible oil and soap, cigarettes and tobacco, and taverages.
 

2. Official Administration and Institutions 

Until the end of 1975, a General Organization was charged with all
 

strategic planning for the kay decisions by the food induscry. 
Since
 

then, some of these functions have been taken over by a Supreme Council.
 

Different aspects of the food industry fall under various ministries, 

creating a serious lack of integration and coordination. The Ministry of 

Agriculture is responsible for supplying agricultural raw materials to 

the various companies, the Ministry of Industry supervises the processing 

function, and the Ministry of Supply is in charge of pricing and marketing. 

This complexity and lack of Integration 4" resulted in serious shortages 

of raw materials and other bottlenecks.
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B. PERFORMANCE OF SECTOR 

1. Output 

Food processing industries represent almost 30% of total'industrial
 

output. The hE775 million in gross sales in 1976 is 50% above the 1969/70
 

level (see Table A-4). Sales increased 8% a year between 1973 and 1976.
 

Although much of this increase is the result of higher prices, physical
 

output has also risen substantially. 
About 80% of the output value comes
 

from public companies, and this 'Share has remained constant over the last
 

several years'. The gross value added as a percentage_,of total sales is 

only.about 15%. 

2. Consumption, Production and Capacity 

It i& very difficult to stiimate demand foi processed foodi because 

any demand above domestic production levels can be suppressed by not pro

venting additional imports. In ,ilmost all areas, apparent consumption 

is simply domestic production.' 'Imports are significant only in edible
 

oils and tobacco (and total 
E200 million) while exports are insignificant
 

(hE24 million). 
There isno way-of knowing what the potential consumption
 

of food would be if demand were not "suppressed."
 

Capacity utilization in the.food processinj'industry averages abcat 

70%. However, this utilization ranges from a low of 20% in dairy pro"

ducts (resulting from plants located too far from sources of raw materials), 

to 46% in oilseed crushing, to 80% in sugar refining. Shortages of raw 

materials are the major reason for the low utilization. The shortages, 

in turn, result from low fixed prices for'raw materiais, higher'prices 

for other crops, and a lack of coordination among ministries. Other 

reasons for the low utilization include lack .of equipment, poor main

tenance and low productivity.
 

Arthur!DLittleInc
 



TABLE A-4 

PiBLIC COMPANIES: GROSS VALUE OF SALES 
(hE Mill.ion.) 

1975 

1973 (Estimated) 
,.Sugar and.Products 


Oil and Soap 


Tobacco and Cigarettes, 


Dairy Products 


Canned Products 


Biscuit and Confectionerm 


•,Be'verages 

Flavors, aee.~36. 

Dehydrated Products 


Starch, Glucose, Yeast 


salt 

Total Public 

PiaeSector,(estimated) 

TOTAL IMDUSTRY 

Sources: GOFI; Ministry, of 

99.0 


.170.0. 

208.0 


5.8
 

12.1 

9.5 

26.6, 

9.9 


L 

443.6, 

, 120.0 

563.6, 

zndustry. 

.93.6
 

-85.7, 

231.9ir
 

15;1. 

12.9, 

'32.2.

1.56 

13..4
 

:501,:3 

1L0, 

653.6 
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3. Investment
 

Tables A-5 and A-6 outline, respectively, the trend of allocated
 

and actual investment in the food processing industry.
 

4. Imports and Exports
 

Imports of raw materials totaled about bE58 million in'1974 (ex

cluding oil products and tobacco). The most important were caustic soda,
 

tallow, and tin plate. 
Imports of processed foods totaled overAE210.
 

million, but bE137 million were for edible oils and-fats, and hE73 million
 

for tobacco and cigarettes.
 

Exports of food products have always been insignificant: preserved
 

foods, 
Ell.3 million in 1974; while s'ugar and confectionery products, 

BEll million, alcoholic beverages, hE4.4 million, andois, hEl million. 

One of the Government's principal goals is to achieve self-sufficiency 

inprocessed foods and to eliminate the.'current trade deficit through im

port substitution(rather than-export-,promotion). 

5. Employment
 

In tfie public sector, th' fodpocessing industries bpl'y~about
 

80,000 workers, compared to 68,700'in 1967. 
Labor productivity is. 
thought to lbe among the highest in the entire indutrialsector, although 

-
available measures are crude and vary greatly among sources._ Output 

per worker is the highest in industry by a considerable margin. 

The Wae scale is somewhat low for $ndustry. Uskilled.workers. 

are paid about $240 a year, skilled workers earn an average of $600K4 

supervisors '$840, and managers $2,'640. 

4417r
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TABLE A-5 

INVESTMENT IN FOOD INDUSTRYUNDER VARIOUS PLANS, 1960-1974 

-Plan. 


1960/61 to 1946 
Plan 


1965/66 to 1969/70 Plan 


Third Five-Year Plan 


1970/71 Plan Year-

1971/72 Plan Year 


1973 Plan Year 


Allocated 

Investment 


(000 6E) 


61,516 


62,427 


-

10,460 

93,479, 


9,778 


Source: GOFI Counterpart, Team.-

TABLE A-6 

ACTUAL INESTHENT BYPRODUCTR 

Product Area 


Sugar 


Oil and Soap 


Tobacco and Cigarettes -


Dairy.Products. 
Canning 


Confectionery" and Bicuits 
Bottllig and Beverage 
Flavors, etc. 

Dehydrated Foods 


Starch,- Glucose 


Salt 


TOTAL 


Source: GOF Cour
nterpart Tea
 

Millions 6E-


112.6 


26.5 


11.6' 


5.6
 

3.0 
i2 9 

L50

'0.9 

4.1 


1.r12 

185.14 


Executed 

Investment 


(000 bE)
 

35,412 


65,446 


;1,180 ....
 
.14-649 -" 


1 6 . 

. 1960-1974., 

Percent
 
Executed
 

57.6
 

104.8
 

0
 
-156.7
 

135
 

... Percent 

.. 

14.3
 

6.3
 

p30
35; 

1.6
 
7.01, 

.05. 

2.2
 

1.0
 

35.0
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6. 	 Financial Performance
 

The estimated 1974 profit in the public companies was bE15.4
 

million, which represents a 3% profit on gross sales and 5% of fixed
 

investment (estimated at E300 million). If these figures included the
 

various forms of Government subsidies, the public companies would show
 

significant losses. 

7. 	Strengths of Sector
 

It is difficult to generalize about the strengths and weaknesses in 

the food processing industry because of the wide diversity of products. 

The following are some of the positive attributes: 

9 Large and captive market; 

* Strong Government support and protection;
 

* 	Good top management; and
 

SExisting technology.
 

8. 	 Weaknesses of Sector
 

* Dependence on raw materials, oftenin short supply,...
 

* Lack of integration of Government administration. 

* Fixed pricing system. 

• Conflict between profit encouragement and low prices....
 

* Lack of adequate transportation.
 

* Lack of quality standards. 

* Capital shortage, particularly working capital.
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C. OUTLOOK FOR SECTOR 

1. General Development ijtratemr 

The criteria used in the Gector study for selecting high-priority
 

projects were, in decreasittg order of importance, as follows:
 

* Increase the supply of basic foods; 

* Increase direct value added; 

s Reduce food imports ad keep Import content minimal; 

o0 Increase exports; 

* Enhan ,oprodctivity;
 

0 Minimize capital requirments;i "
 

9 Begin reducing subsidy;
 

n indiret vlue added; 

o Increase employment of unskilled' workes;s
 
o 
 Improve regional income distribution;
 

o Achieve a high rate of onreturn investment, 

2. Hiah-Prioity Prol eictsRcmmended 

" Improve exiiuting facilities.'
 

" Build wet 
milling facility for producing fiul rane of 

cor syrups. 

o Build three edible oil pliits for solvent 'extraction',-. 

hydrogenated oil and new refinery capacity.'
 

Buildtwo'imal 
 eed plants for 'low and high protein 

pelletized concentrates and by-product feeds, respetively. 

4. Build. . ghlygautomated yeast plant. 
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3. Forecasted Capacity Production
 

As in the current situation, no projections of consumption are
 

available since demand is not seen as a constraint and it is apparently
 

assumed that any increased production will be absorbed. The production
 

targets are as follows (in tons unless otherwise indicated).
 

Product Target 1980 

Sugar and Products ,419,000 

Edibe Oil: 616,600 

Soaps 580,000 

Tobacco -2,200 

Cigarettes (millions) 42,500 

Starch, Glucose, Yeast 135,460 

Milk Products 60,000 

Canned and Frozen Foods 95,835 

4. Investment
 

A total Investment of bE337,020,000 is planned for the food pro

cessing industry between 1976 and 1980. (The new Plan has updated this 

figure to hE250 million between 1977 and 1982.) It would be evenly 

divided between local and foreign sources. The largest share, about 

hE207 million, would go toward new projects,' followed by: E7O'million 

lor renewal and replacement, bE23million to complete projects and U20, 

nillion for construction. By product area, sugar would be allocated,
 

1El67.:millionj: followed by edible oilsand&soap (U46 million), tobacco, 

Arthur DLittle Inc
 



and 	cigarettes (SE31 million), starch and glucoua (bEl6.5 million),
 
beverages (hE28 million), 
 and 	canned products (bEl5 million).
 

5. 	Trade Balance
 

The 	emphasis in the food sector has been and will continue to be on 
import substitution. 
Itis expected that if the proposed investment is 
executed and production targets are met, the trade picture will remain 
much as it is today. Imports will continue to be concentrated in edible 
oils, although construction of new facilities will shift some of the im
ports from processed oils to soybeans. Exports will remain insignificant. 

6. 	 Employment 

The proposed investent is expected to 4r# uublic sectoremployment 

to 128,448 by 1980 from the 'urr o80,000. ' 
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III. METALLURGY INDUSTRY
 

. STRUCTUE OF SECTOR 

-1. .Composition of Sector 

The metallurgical industry is divided into 3;ferrous 1and nonferrous 

metals. One company--the Iron and Steel Co. (Hadisolb),-accountI for 

50% of ferrous metal production Si'x other public companies are now 
operating. Important nonferrous metals are aluminum, copper, brass. 

lead and zinc. These are processed,by three publicecompanies. The 

private sector has no holdings in this sector with the exception of 

some very small foundries. 

B. PERFORMAIEC OF SECTOR 

1. Producttoi b Maj0r Subisctor 

Thousand Tons 
* " 19771971 1972 1974
1973 1975 1976 (Target)
 

Rolled Steel 
 406 496 493 
 443 553 577 744
 

Non-Flat 288; 
 3W' 328 320 334 335 455
 
118.. 185
Flat 165 . 123 ,,219,f 242, 289 

Liquid Aluminum  - .__ . 553 85 
Finished
 
Product 7.4 7.6 j7.0, 
 8.4, 9.2, -t,;, 

Copper 6.0 
 6.4 ,5.7 6.2 7.4. -

Brass 2.7 2.8 2.6 
 2.3 2.3 2.5 
 * 2.9 
Lead 1.0 1.5 2.5 2.5 2 0;- 2.9
 
Zinc 2.0 1.4 1.9 

1.8 4.6'-

A-,23 
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2. Consumption 

Apparent.Consumption by Maj or Subsectors
 
Sales from Local Apparent Self

(tons) 
- mroducponorts Consumption 

(tons) 
Sufficiency 
(percent) 

Ironand;Skelr 
'(1975) 

570,000 495,000 1,065,000 55 

Rolled steel 493,8Q0 474,700 968,500 51 
-,(1975): 

Aluminum (1974) 1572 1,4 1,64 90 
Copper and 
Alloys (1974) 

-13,492 384 13,876 3 

Lead (1974) 3,990 2,735 6,725 42 
Zinc (1974) 1,732 1,083 2,815 39 

Apparent consumption of steel has been growing: at an'average 7. 42 a 
year. Aluminum demand has 	increased at 52 a year, compared to 1 for 
copper (all average growth rates for 1966-1974). 

3. 	 CaPacity Utilization 

Levels of capacity utilization ars etremely poorthroughout the 
sector. In the Iron and steel spent these range from'17Z for Hadisolb's 
oxygen converters to 442 for hoe roling$mlls and 67Z average for 	found
ries. The picture is similar i nonferrous Utals, the 	 level is under 
302 	 for almost al functions. However, has been Improving slowly in 

the last few years. 

4. 	 Investment 

Capital expenditur~es on anew projscIts: a1nd-replacements totaled b1141 

million In" 1973, bU81 LliU on n1974, 1175;4milhiosin 1975,.ad17 

1,-24 
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million from January throug.hISeptembe.r,
19.76. The .total:1971-1976 figure
 
is 1E390 million.
 

5. 	 Imports
 

The principal imports of raw materials in 1975 were: 
 alumina, 105,000
 
tons; steel scrap, 42,000 tons; unwrought lead, 2,500 tons. 
The most
 

important finished product import in 1976 was 5teel (almost 500,000 tons,
 
of which 222,000 tons were C.R. bars). 
 Over half of the imports came from
 

the EEC, particularly the United Kingdom and Italy. 
 Imported steel has
 
risen from being oe.thitrd of consumption in 1973 to almost one-half in
 

1976.
 

Othei imports include 2,000 tons of aluminum. 3 rns of copper
 

and alloys and 1,084 tonh, of:inc. 

Exports
 

Sector exports have been very limited and have gone mostly to the
 
Soviet Union. 
Most important is pig iroin(71,0ootons), followed by
 

C.R. sheets (36,000), and aluminum (33,000). Only aluminum and some pig
 
iron have been exported to hard currency nations.
 

7. 	Employment 

The metallurgical industries employ 52,140 people, of which 23,960
 
are at ladisolb. 
 The average wage ranges between U500 and 
W600. The-,,
 

basic annual wage scale is
as follows:
 

Chairman 
 M ,990-2,400
 
Managers 
 1,200-1,800
 
Supervisors 
 540-4-,400',
 
Skilled 
 2406 	 '780',
Semi-Skilled :160- 360 

•Unskilled _140- 360 

'AA 
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Between 50 and 70% are managers, engineers and skilled workers;
 
only 5-15Z are totally unskilled. 
There is little problem with emigra

tion and turno7er is only 1-5%. 

Labor productivity in steel is 16 tons per man-year, compared to
 

100-250 tons in Europe and 50-100 tons in other LDC's.
 

8. 
Costs, Prices and Finances
 

Costs are veil 
in excess of the selling price set by the.,Government, 
even though the price is supposed to be costs plus a margin. The result 

is that the sector showed a loss of hE21 million after taxes, to which
 
Hadisolb contributed UE20 million. 
 Most fixed prices are lower than
 

European export prices.
 

9. 	 Strengths of Sector
 

Only two strengths can be identified: 
a large market and skilled
 

labor. 

10. 	 Weaknesses of Sector 

Weaknesses can be sumarized as follows:
 

In steel

" 
Inadequacy of raw materials, especially a high sodium 

chloride content and poor quality control ofaor.; 

" Difficulties transporting ores; and 

e 
Poor sinter and furnace practice.
 

In general

, Inadequate maintenance;
 

*s Poor training and managemnt; and""
 

e Overall 
very low capacity utilizatir . 
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C.' :'OTLOOK FOR SECTOR 

1. 	 General Development Strate gy
 

The sector study 
argues that further deelopmet f the metallurgical 

sector is justified by extensive opportunities' for background and forward 

linkages and import substitution; significant local demand; the need for
 

independence from a fluctuating world market; 
 and important savings of 

foreign 'exchange"if the industry is run properly and at a high level of 
utilization These' arguments are reiterated for-the steel industry 

ai'lough'it is stressed that capacity should be for domestic needs only. 

A:7O0 Z01tilizat ion level is required for domestic productin to make sense 

and all'plants need to be brought up to it'

2. "Projects
 

The following projects w re recomended strictly where consumption 

exceeds capacity and where domestic production would be cheaper than 

imports: 

" 
A major new integrated steel'works to cost $1bllion for each 

of two' stages based on a projected deficit of liquid steel of 

1.31 million tons.
 

" 
A move by Hadisolb towards specialization in flat products as
 

the new project comas on-stream, as weil as cncentration on 

improving utilization and solving current problems'OCapital 

costs are to be $20 illlon for'rolling facilities, $35 million 
for a tinning facility, and $73 million for foundry developments. 

* Other projects and'modifications to existing iron and steel 
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e 	Smelter expansion ($95 million) based on an expected capacity 

deficit in aluminum by 1982, .and its cessation as a net .foreign
 

exchange earAer by 1980 at a time of an expected world shortage.
 

e 
A now copper rod casting plant.
 

The 	projects recommended would have capital costs of $2,693 million. 

3. Prolected Consumption, Production and Capacity
 

Consumption of liquid steel-on the basis of .historical ,trends,
 

comparisons with 
other countries and correlation with expectedGDp growth

is projected to be 1.8 million tons by 1982 and 2.2 million tons by 1987. 

This represents a 102 growth per annum. Liquid-steel-making capacity Is
 

expected to be sufficient in 1980, but 
a deficit of 169,000 tons will
 

develop by 1982 and grow to 801,000 by 1985. 
Deficits of non-flat pro

ducts, flat products, cold strip, and tinning plate will also develop.
 

This forecast assumes that existingfacilities will continue to produce
 

at current rates, which is 
 unlikely. It also assumes at least a 70% 

capacity utilization, which ;a considerably above present levels. 

The market demand for nonferrous metals breaks drn as follows:
 

aluminum, 40,000 tons in 1982 and 52,000 in 1985; copper, 27,000 and 

34#000 tons, respectively; and lead, 16,000 and 22,000 tons. New capa

city iS needed in lead, lead oxides, and zinc.
 

4, Invfituent 

The total coast Of all suggested nveastmnts in metals is US$2,693 

liiot, of whiah $2 billion is for a new integrated steel couplex and 

$250 dilion vold gc for modifications of existing facilities. This 

d"Ares to 11770 million provided in the live-Year Plan,. 1978-1982. 
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5. 	Employment
 

The manning requirement of the new integrated steel works would 

be about 14,000 people. 

6 .	 Imports and Exports 

It is assumed the deficits will have to be covered by imports. 

In 1982, these would amount to 311,000 tons of non-flat metals, 80,000 

tions'of flat products and 53,000 tois oftlnpliate. 

x~ort opportunities in steel 'a e imited. Not only are costs 

now too high, but the Middle East and North Aftica regions are expected 

to:be net 'exporters by the 1980's. Only small countries such as Iraq, 

iKuait', Tunisia, and Yemen 'will continue to import steel. 
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IV. ENGINEERING INDUSTRIES
 

A. 	 STRUCTURE OF SECTOR 

Engineering manufacturing industries cover five major product areas: 

fabricated metal products, non-electrical machinery, electrical machinery
 

and 	appliances, transport equipment, and professional and scientific
 

equipment. Metal fabrication, electrical and twnsport equipment each 

account for about 30% of the sector's output, machinery production for 

7%, and professional/scientific equipment for 12. 

The engineering sector's share of grose manufacturing output is 

about 82 (112 of value added). The output of enoinearing industries as 

a proportion of total industrial output has remained constant for 	the 

past 	seven years, whereas it should be increasing in an industrialszing
 

nation.
 

About 702 of the total sector output of hE287 million in 1975 was 

produced by 29 public sector companies under the Ministries of Industry
 

and Industry Engineering Sector. About 12 military factories produce
 

about 72 of the civilian engineering output and are particularly important
 

in the small non-electrical machinery subsector. The private sector 

accounts for approximately 142 of all engineering production, manufac

tured by 229 private companies licensed by the Industrial Central 

Authority, and 12,413 workshops. (Of the workshops, 202 had sore than 

bES,000 capital and/or 25 or more employees.) The private sector is 

particularly important in the fabrication of metal products (322.of. 

the value of total production) and non-electrical machinery (21) ., 
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Professional and scientific equipment (11%), electrical machinery (102), 

and transport equipment (5%) are less important. 

The balance of engineering products came from 15 public sector
 

companies not affiliated to the Ministry of Industry. 

B. 	 PERFORMANCE OF SECTOR 

'1.' 	 Output and Growth
 
The total value of engineerink d ry ' output was 1287 million
 

in1975. This rep~esents a 57%.g~rowtih (1970-1975) in current prices, 

'islightiy greater thai"the growth of' allmanufacturing output. The 

6
tpti ters of .weightwas 9.8 million tons in 1976, compared to Ul.6, 
million in 1975, 8.2: iiion:in 1974, and 5.6 million in 1973. The 1977 

target is 13.2 million and the-actual January-Septemberiiproducton was 
*9.8 million t'ons.' 

"Public s ector companies accOunted for 'M80 "mili:on of this In
 

19 75,'compared to B1118'million in '1973h 
 r~i n real term was 
5,and3 i'1975. The private sector output 

Uof illionin 1975"was the 'resul€of"a ria 7 growth in 1973,123 

14% in 1974, and 37% in 1975. 

The electrical machinery subsector showed the best growth perform

ance with a-54% real ncrease-in the Vialue of producton"between 1972
 

n'and"1975. Trainport equipment 
 also 	shcved impressive growth, 18% in 
real 	terms' between 1972 and 1975. 
The other subsectors, particularly
 

•non-electrical machinery, showed poor results in terms, of output growth. 
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2. 	Consumption 

Apparent consumption, figured as domestic production minus exports, 

added to imports, is sumarized in Table A-7.
 

A number of very important trends can be noted from the 
 table: 

* 	 Demand is growing much more rapidly than production, implying 

an increasing reliance on Imports. However, since domestic 

prices are fixed, and rise much more slowly than import prices, 

this figure is somewhat distorted.
 

* 
 This trend holds true for all subsectors including those that 

show the best performances, most notably electrical machinery. 

* Consumption of non-electrical machinery is very Important and 

the lack of domestic production is ,striking.,. 

3. 	 Capacity and Capacity Utilization
 

Exact 
 figures for total capacity apd capacity utilization are
 
lacking. It is evident that there is capacity in metal
 

fabrications and significant underutilized capacity in television pro

duction, while most electrical manufacturers are producing to capacity. 

Overall, underutilized capacity s an 	important problem in most public 

sector companies. 

4. 	 Investment 
The historical trend has been. eorpublicngenring.-coanies
 

to 	receive only 5Z of the investment capital allocated to industry. 

This amount is considered ,inadequate for the necessary expansion of the 
sector. A total of hE32 milion has been invested between 1970/71-1975, 

of which 54Z went for overall ranewals and replacements, 15% to metal 
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TABLE A-7 

APPARENT CONSUMPTION, ENGINEERING INDUSTRIES 

Value of 
Consumption Growth Domestic Production 

1975 1972-75 Percent of Consumption

(hE Milli (Z) 1972 1975
 

Metal Fabrications 77.9 
 86 96.2 80.0
 

Non-Electrical
 
" Machinery 101.8 168 10.0 5.8 

Electrical
 
Machinery 127.9 
 114 76.0- 56.1 

Transport 
Equipment ;208.17 64.4. 

Professional 
Equipment 11.8 353 7.7, 3.4 
TOTAL 527.5 
 136 63.6 .40.1
 

Source: Engineering Sectoral Study.
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fabrication projects, none to non-electrical machinery, 14% to electri
cal machinery, 14% to transport, and 2Z to other. 
 Centrally-planned
 
investment has been lower than the 
 investment intentions of the indi

vidual companies.
 

Private investment must be officially approved but is 
 becoming
 
increasingly important. It represented 69% of total project investment
 
in 1975'despite the sMall 
 size of each investment (U55,000 averase). 
The foreign exchange component of investment In engineering projects 

has been 50%and is holding steady at that level. 

5. Imports 

The value of total engineering Imports rose fronUE93 mlion in 
1970 to bE322 million in. 1975, which represents 27.2Z of total, andus
trial imports in 1970 and 21.9% ii: 1975. However, mich of the increase 
is represented by price inflation. Table A-8 outlines the ;mporr situa

tion by subsector. 

6. Exports 

The percentage of engineering output exported was only 2.4Z in 

1975 compared to 1.9Z in 1971. In value tem ths transiites to 
M.4 million and hE2.8 million, respectively. Metal fabrication 

exports have risen steadily, reaching I6.3 million in 1975 or 24Z 
of total engineering exports. No non-electrical machinery has been 
exported. Electrical machinery exports have declined slowly to 
hE200,000 or 4%. The best export performance is in transport equip
mnt at lE3.3 million, or 60Z of exports. Professional and scientific
 
aquipment represented 12% at hE650,000 in 1975. Al exports went to 

.OMECON-and Mkiddle Eastern countries. 
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TABLE A-8 

IMPORTS, ENGINEERING INDUSTRY 

Relative 
Importance () 

Growth of
Imports (Z) Value ofImports 

1970 1975 1970-1975 E Millions (1975) 
Mietal Fabri- 4, 5.4 434 16.9 
cations 

Non-Electric 
Machinery 

42 29.8. 145 95.09, 

Electric 16 17.5 280 56.4 

Wahinery 

Transport, 35., 4#3.6:, 329. 140;3t. 

Scientific 3 3.7. 322 l.0 
Equipment 

TOTAL 100.0 100.0 247.-0 321.6' 

Source: Eng"ifiering Sec-oral Study. 
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7. Employment 

Total employment figures are available only for engineering and
 
,metallurgy combined. 
These were 117,400 in1976 and 92,700 in1973.
 
Public sector companies are responsible for about 70% of employment'
 
^(comPared to an 82Z share of output). 
 However, production per employee 

ii lower on the"average in public companies (bE2,800 per employee in 

1975 versus bE3,700 in private companies). Labor performance is 

thought to be better Ii' the priv&te sector because of less excess
 
labor, piecework incentives, and closer supervision. Public companies
 

are usually hampered by excess labor, lack of financial ncentives, 

poor:utilization of turns, slow work tmpo, and inadequate effective

nessl of'work.
 

8. "aor Strensths
 

Perhaps the strongest factor favoring the engineering sector is 
the significant opportunities for Import substitution in all subsectors' 

with the possible exception of metal fabrication. This appraisal is 
based on the fairly low domestic component of apparent consumption for 

engineering products. 

The private sector should be considered an area of strength. Many 
companies have shown remarkable ingenuity in designing and building 

their own equipment to overcome the exchange restrictions and limita

tions on equipment imports which they have faced. 
Furthermore, labor
 

productivity here is quite high.
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9. HaJor Weaknesses and Problems 

These 	 can be sumnarized as follows:
 

A shortage of basic management skills and a shortage of

e 	

trained 

personnel at the supervisor level;
 

* 	 Poor labor performance (not so acute in the private sector); 

• Lack of any real marketing function;
 

4 'Technology gap, when compared 
 to 	Europe, which has led to a 

difficulty in exporting (all the other problems also contri

bute to the lack of exports and uncompetitiveness);
 

V. Long delays in obtaining supplies, which force companies to 

mintain excessively high inventories;
 

e Difficulties in executing new projects as a result of a lack
 

of 	foreign exchange, construction materials, and construction 

workers;
 

* 
Absence of feeder industries;
 

* 	 Delays in approving price increases; 

e Underutilization of capacity in some areas; and
 

a Low priority of private sector 
for investment approval and 

foreign currency licenses. 

C. OUTLOOK FOR SECTOR
 

1. Sector Development Strategy and Priorities
 

The strategy prepared for the engineering sector is bued on the, 
following factors: 

SImports currently account for 52% of the market for.engiineering. 

•products;." 
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o Engineering products are crucial in the industrialization 

process;
 

o Consumption is expected to grow by 9.5Z a year;
 

" 
Local producers can expect increasing pressure from imports;
 

" Planners hope for an increase in exports from 
ES. 5 million
 

in 1974 to bE14.0 million in 1980;
 

SHMany factories suffer from inefficiency, underutilization
 

and low labor productivity. 

•. Proiects
 

The above factors were used as the basis for identiying a list 

of 30 possible projects which were then reduced to 11 by applying the 

following criteria:
 

* Contribution to import substitution;
 

0 Export potential; 

e Expansion of product range; and 

@ Correction of imbalances and improvements in operational 

efficiency.
 

Feasibility studies are suggested for: 

o Private sector production of machinery and spare parts; 

@ New facilities for the manufacture of railway coaches and 

tramcars; 

s The introduction of a new model to Increase the domestic, 

content of cars; 

* The nationalization of television manufacturers; 

I The manufacture of medium and large diesel engines:. 
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e The manufacture of handling equipment;
 

* The manufacture of a new range of machine tools;
 

* 
 The expansion of the production of trucks and buses;
 

* The enlargement of the product range of Nasr Boiler Co.; 

" 
The manufacture of electric motors and generators; and
 

" The expansion of wet and dry battery facilities. 

3. Projected Investment
 

The historic central planning allocation of 5% of the industrial
 

investment capital for the engineering sector is to continue in the
 

next five-year plan. This is not 
nearly enough for the 1port-sub

stitution, nationalization, and sector 
expansion plans, Purthermore,
 

50% of the required investment in
will be foreign exchange. To-meet
 

the investment and foreign exchange 
 deficits, the Government is turning 

to foreign joint ventures and the private sector in general. It is 

expected that the private sector will be supplying over 70% of the 

project investment as it responds to gaps created by the lack of public
 

investment in the sector. Three joint ventures are already in the 

planning stages (steel valves, razor blades, and trailers) and are
 

expected to bring in bE48.0 million. 
Government investment is allocated
 

in the following fashion: 21Z for replacement projects; 55% for current
 

projects; and 24% for new projects. By subsector, machinery gets 

nothing, metal fabrication 25%, electrical machinery 26Z, transport, 

29%, and renewals and replacement 20%. 
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4. 	 Export Potential
 

Egyptian engineering 
 products are not competitive. The major 

reason for whe high costs is the very high materials costs. The wage
 

rate should be an advantage, but overmanning and low productivity often
 

cause Egyptian labor costs to be higher than European costs. 
Increasing
 

labor productivity could make the sector more competitive. Potential 

markets are .Iraq, Syria, Sudan, Tunisia and'Libya.
 

. Aticiate
Balan e of.Trae in Sector 

Gintherapidly-wideing gap between consumption and production,
 

therelativiely low iV4nstment allocation, and the limited export poten

tialv It i nlikely t hAt he large de'aficitin the sector will be 

eve in oreeeable future. 
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V. BUILDING MATERIALS
 

A STRUCTURE OF SECTOR 

' 
L. Make-Up of Sector
 

The building materials industry (BM)ism'ade up, of the followuing. 

products: cement and cement-based products, glass, ceramics, refractories, 

bricks, quarry products, and synthetic floor coverings. However, this 

suzary focuses on cement and bricks s4 nce they are by far the most 

imnortant components. 

2. Public Vs. Private Roles 

Number of Companies-
Sectior and-Percent
Product Line-

Cement Puic: IOO% 	 Four 'companies and
 
coimon sales office
 

Cement-Based Public: 70% Public-3eigwart Co.,
 
Products and 40 contractors;
 

PiiitS=-688 makers 
of tiles 

Bricks Private: Almost 	 400,private; One small
 

100%. 

Flat Glass Public: 100% El Nasr Glass Co. 

Ceramics 50-50% Four public; Hany private 

Refractories Public: 100% Two companies 

Sand Lime Bricks Public: 100%_ One .ompany 

quarry Products 50-50% 
r(Gypsu- ad ""
 

Plaster) Public: 100%. One .company
 

f. 4 
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3. Public Sector Structure 

All public building materials companies are supervised by the 

Hinistry of Housing and Euconzt,'.uction except for those who manufacture 

glass, ceramics, and rafractories, which fall under the inistry of
 

Industry. Ei4.ht companies are Involved in the former and four in the
 

latter. 

B PftM MNCE OF SECTOR
 

i, Cement
 

Thousand Tons 
1971 1972 1973 1974 
 1 1976 

ftoetic Sales 3 :4 3,923, 3,532 3,263 3,616 3,373
 

dorti 901 971 523 192 97 29
 

dtidtif 46735 46604 4,075 3o455 3,'713 3,402
 

irt"" 
 i "-- -- .193 791
 

-#:6a 
 33 2,952 3,029 3,071 3,717 
 4,135
 

§6gaft ictot Studyb
 

A ftiabt of d:ituiibifg tt&s din be deatt IA tablet i above. 

tAitlii fttit pWAd di it poduetit hhu ddiniied by." average 2.52 

i ydam 6%tr the pt ft* yayiar This dedline has been attributed to 

ij ofi i6teee., deterioration of kilns6Jitdipmntj poor avere 

biatieje 6f iusaj !Adk of patt pattil and operational problems. 

ti oddity fdJe# i df6fds baei. 15% in 1976 and is expected to 
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deteriorate further. 
Second, while output has decreased, consumption
 

has grown steadily. In 1975, for the first time, cement had to be
 

imported. The approximately one million tons of cement imported in 

1977 will cost an average of bE34 a ton and will be sold internally 

for bE13, resulting in a cost of 6E21 per ton for the Government. 

Third, exports have declined dramatically in one of the areas in which 

Egypt is in a position".toexport. 

2. Bricks 

Brick production in Egypt is almost,:completely in private hands. 

About 4001brickyardsproduce.'an average"-of fie million each, with the 

largest producing 10-15 million. ' Average employment is 50, with a 

total employment, of 20,000.- Red bricks, by far the_most important type 

were previously made from silt from the Nile. -:Now that the Aswan Dar, 

has cut this source of raw materials, brickyards are using agricultural 

topsoil'. The Government is veryanxious to 'get producers to switch 

to desert clay.
 

Brick production in 1976 was anstimatedi.2-1.Vmillon. Pro

duction appears and there no orto satisfy demand are imports exports. 

3. Flat Glass 

Flat glass is the only glass-ic6nsidered to' be a6-cons6ruciion
 

material. It is produced by o&ly one Nast'
-company-Eli Glass Co. 

'Production of sheet glass hs"'iiisen. from 13,248 tons in 1970 to 

15,906ein 1976.'- Hoi'ver,productibonreached 1 6,735 tbns in 1973.- and 

'then plunged to 10,0811' i 1975'before recovering. 
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Theoretical capacity is 22,400 tons, but actual productive capa
city is only 18,OCO tons. Capacity utilization has fluctuated wildly 

from 74Z in 1970 to 93Z in 1973 to 56Z in 1975 and 88Z in 1976. 

There were no imports until 1975, and these reached 14,000 tons 

in 1976. No exports have been made.
 

4. 	 Strengths of Sector
 

a Abundant sources of raw materials..;
 

* Strong and growing demand for products. 

5. 	 Weaknesses and Problems
 

• Insufficient funds, especially forign, exchange. 

* Shortage of skilled labor. 

6 Lack of incentives, which causes low labor, productivity. 

" Difficulties in transportation..." 

" General inefficiency of BH. 
9 Lack of comprehensive long-range strategy and 

omp, tra andpolicdies. 
9 Low level of technology. 

e Poor state of equipment. 

C. 	 OUTLOOK FOR SECTOR
 

1. 	 General Strategy and Proects 

The sector study calls for the 	follwing,Asteps 
* Set 	up a major program to .improve-efftclency ,and utilizaion. 

Cement projects already proposed will satisfy demand- in: th 

1980's.. Until- then,., however, shortfalls can, be:-,met ,only 

through such 	a major program. 
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e Develop new capacity for asbestos pipes, asbestos sheets,
 

'and concrete pipes and poles.
 

* Proceed iumediately with major conversion projects to produce
 

bricks from desert clay rather than from topsoil. New capacity
 

is needed in non-clay bricks and somewhat less in clay bricks.
 

a 
Expand existing clay pipe and floor tile manufacture.
 

0 Construct a major new flat glass plant and one for glass wool.
 

and fiber glass.
 

.2. Consumption Forecast: 
Maior Subsectors.
 

Thousand Tons°
'1977,1 : 1980 1982 
 -1986'1
 

Cement 
 .,312 7,072 8,064 
 119V6"
 

Cement Products 536 734 831. 
 1,143
 

Bricks (million 2,602 
 3,465 3,952 5,476
 
units)
 

Ceramics; 
 47 16.0 
 17.1 17.1
 

Flat Glass :43.0?, 57.0 66.0 Ii 2
 

3.. 
.OututProections:tMaorubsectors"
 

Thousand Tons
 

1977:-:" .1980, 1982 %- t"k:!1986 
,
Cement .
 ,230 .3,385,;.- 3 
 ,,
 

!Bricks';(million' 1689: 2,292 2,79 . 
units) 

Pthers not, available.:-i 

Cement projactioun "ssuesiasting capacity coin .ues.toproduce at present:rate which is ry unlikely.' 
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4. Difference Between Production and Consumption, Bricks and Cement 

Thousand Tons
 
1977. 1980 1982. 1986 

Cement (2,082), (3,687) (4,704) (7,816)
(deficit) •
 

Bricks,.. 914 1,173 1,157 2,675 
(dipficit)~ 

Million Units
 

If all projects being proposed or studied are adopted, the 
cement deficit will be 2,082,000, 1,578,000 and 254,000 tons, 
respectively. It should be noted that projections are based 
on hith-caaacitv utilization., 

Deficits are also expected for cement-based products;, ceramics
 

(clay pipes and floor tiles), and flat glases, although the exact magni

tude is nottkown.
 

It is assumed that,the shortfalls willbe covered by imports
 

unless projects are implemented: rapidly.
 

5. Export Potential
 

Exports are out of thequestion in alli.of: the-product' areas except 

for cement because of their weight/valus and because most countries 

endeavor to be self-sufficient" iii building materials. The exception 

,is cement since many Middle Eastern countries are ,neteimporters. However, 

.because of,Egypt's current deficit: in cement, it .,is not in a position to 

,supply these markets. Long-term oppounities are limited because almost 

all the countries in the region have major cement -,expansion"'program and.. 

the region is expectd to produceaa surplus by 1985. 
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VI. 
PULP 	AND PAPER INDUSTRY
 

A. STRUCTURE OF SECTOR
 

.L. Introduction
 

The pulp and paper industry is considered a part of the "chemical"
 

Bector which is very loosely defined and includes rubber, pharmaceuti

cals, fertilizers, leather, wood products, basic chemicals, and plastics
 

as well as pulp and paper. 
Since the other sector reviews are based on
 

major studies financed by an IBRD loan and papers prepared by a GOFI
 

counterpart team, these sources are used here to .ensure consistency,
 

even 	though they are limited,to pulp and paper. 
Pulp and paper repre

sent about 26% of the sales value of the chemical sector

2. 	 Composition
 

The pulp and paper industry is made up of four public c panies
 

and nine small private mills. 
The public mills produce about 132,000
 

tons df paper and 45,000 tons of bagasse and rice straw pulp a year.
 

The private mills are limited to 16,000 tons of cheap wrapping paper.
 

Hence, most of the following discussion focuses on .the public companies.
 

3. 	 Ministerial Affiliation
 

In 1976, the industry was transferred from the Ministry of .Indus

try to the Ministry of Culture for political reasons. Unfortunately, 

this has led to serious problems since many of the raw material and 

converting functions are still under the Ministry of Industry because the 
Ministry of Culture does not have the technical know-how,to supervise ,in-' 

dustrial enterprises. 

AtAr47D L 
Arthur Dlittle Inc 



B. PERFORMANCE OF SECTOR 

1. Output and Growth 

Total domestic production of paperiana Doard increased from 143,000 

tons in1973 to 158,000 tons in1976. 
The most Important components of 

'this production are wrapping materials (73,500 tons in 1976), printing
 

md writing (40,100 tons),and board (44,500 tons). Total production 

3f'pdlpvas 2,724 tonsi in 1976, of which 1,790 was rice straw and most
 

of the'balance was bagasse.
 

2. onjumidn and Production 

Apparent domestic consumption has significantly exceeded produc

tion. In1 973, total consumption was about 200,000 tons and this grew 

to 300,000 *in1976.' The most important components were wrapping paper 

(100,000 tons), printing and wrapping (88,000 tons),, and board (55,000 

tons). The production deficits were made up through imports. After 

1965, the production deficit began to'decline until 1970 but has been 

growing rapidly since then. It should be noted that.true market demand
 

Ohich includes suppressed demand) Is about 150,000 tons greater than
 

apparent consumption (see Table A-9). 
Nominal capacity in private 

firms is about 21,000 tons and production is about 16,000 tons. 

3. Employment
 

About 6,000 employees work in the paper and pulp industry. 
The 

wage rates range from MEO.066 to kEO.165 :per hour for unskilled workers 

and hEO.082 to EO.165 per hour for semi-skilled workers and, E0.111 

to'kE0'656 per hour for skilled workers. Managera earn hEl,200 to 

hEl,800 a year and clerks'earn E144 to 1E360 ),"r. 
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TABLE A-9 

CONSUMPTION, PRODUCTION AND IWPORTS
 
OF PAPER AND BOARD: SELECTED YEARS
 

Year :Consumption 

1965, .206 

1967 -19. 

1970 207 

1972 230 

1974 227 

1975 275 

*1976 3o6"', 

(Thousand Tons) 

Production 

105 

-1o9 

136 

149' 

132 

'150 

167 

Source: Chemical Sector ocuay.
 

'Imports 

i00
 

88 

72 

81 

98i
 

12 

147 
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4. Imports and Exports 

Because of a lack of domestic capacity for pulpmaking, as well as
 
limited raw materials, 25,950 tons of pulp were imported in 1973 and
 
54,200 in 1976. This compares with 46,280 and 41,000 tons, respectively,
 

produced domestically. No information is available on imported equipment,
 

Of the approximately 150,000 tons of imported products in 1976, the
 
most important were newsprint (49,000 tons), printing and 4riiing 

(47,600), and wrapping (27,500). 

No paper or board has been exported in recent years.
 

5. 	 Strengths of Sector
 

Inexpensive fibrous raw materials, bagasse and rice straw
 

are available and only ieqifr'e fclitie, to cneirt them 

into pulp.
 

" Wage rates are comparatively low.
 

" There is a large captive market.
 

6. Weaknesses of Sector
 

* Jurisdiction of Ministry of Culture. 

* Lack 	of maintenance and old age 	of some equipment. 

e 
Lack of 	quality control.
 

e 
Absence of incentives and competition.
 

e Shortage of middle-
 and high-level technicians and ,
 

trademen; emigration is a problem.,
 

* Unstable supplies of raw materials. 

* 0verstaffing. 
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C. 	OUTLOOK FOR SECTOR
 
i oj ects
 

The major criteria for selecting projects are: availability of
 
raw materials: production deficits; possible economies of scale; and
 

geographic considerations (access to raw materials and transport).
 

Because new plants take four to five years to come on-stream,
 

highest priority in the sector study is given to upgarding existing
 

capacity. 
New projects recommended are:
 

A one machine bagasse newsprint faciliy actacied to a
 

sugar 'mill.;ll wb pr
 

* 
.:Three small wood-free printing and ,&-,& p.ants, also 

attachea -to sugarmil; 

0 
 A wood content printing and writing facility;
 

0 	A market pulp mill; 

* A wrifing and printing paper -facility; 

* 	 A corrugating medium and linerboard plant; 

v. A duplex and multiple boardb plant;
 

I A mill;s,
"tisi..e 

SA-
small cigarette paper producer; and
 

,
i 	 A wastepaper,mill 

Most, of thesi'projics would have a apacit of 100 to 350 tons a 
day. 
The average cost-ofthe projects is $50 10 million.
 
2. 'Cofisumpti6onandP duct0n'
 

Consumption of paper and board is projected by:the sector study:
 

at 408,000 tons in 1980 and 569,000 in 1985. 
 tO.th" r hand,
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production is expected to be only 184,000 tons in 1980 and 200,000 in
 
1985, creating a growing deficit which must be filled by imports.
 

3. Investment
 

The projects, which had been prepared and approved slale-the
 
industry was administered by the Ministry of Industry, 
 must now be 
reprocessed by the Ministry of Culture so there is no ,way. of estimating 
future investments 
 However, the sector study has.proposed, theprojects 
listed above. The total investment required, by these would be about 
$500 million. Since these new projects would take.four to five years 

to come on-stream, expansion and refurbishing of.existinsplants is
 
given highest priority and this would 
cost an additional several 

million dollars.
 

4. Export Potential
 

As mentioned, imports are expected to rise rapidly..As domestic 
production increases, increased pulp imports will. be,.required unless
 
capacity is expanded. 
 Imports of, paper products will rias to 225,000 
tons in 1980 and 369,000 tons in 1985 before,,plowlydeclinin 

S as new 
projects come on-stream and domestic consumption begins to,.Jevel off. 

Exports are unlikely in the foreseeable, future, partly because of 
the domestic deficit, but also because there,are few pocential markets.
 

Some export possibilities exist for newsprint, coated papers,4,,and
 

folding-box board if capacity can be expanded, in these areas.. 
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,APPENDIX B
 

ORGANIZATION OF PUBLIC SECTOR
 

DECISION MAKING FOR INDUSTRY
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FIGURE B-1. 
RELATIONSHIPS OF- COMPANIES- TO GOVEENHENT ORG&NIZATIONS 

Thu lonal. 
Cabinet Councils 

niu~try of iniaitr of Ministry of Hinistry of Central 
Industry Planning Finance . AccountingL 

Affair rgazaion 

,A.,iic,0 , ,ublie;iI 0- . , f...orS ,uctor , .1 
Organization_ 
Id Ilvan General High Council y 

...:.of r 

!'S_ Complex Sco 

-OES . smle for 

Source: 
A Strategy Study of the Egptian Metallurglical Industry, PhaseI Report, 197,Atkins Planning, Ltd. 



FIGURE B-2 

RELATIONSHIP OF'INDIVIDUALS 

Prime -. "",lltr 

Ministe. 

F ntecr of 

Industry 

Chairmaninder Secretary for 
Chairman for Irn andPublici I Steel• Sector Companies 

COR -,-,Under Secretary for 

ComplexFinanceW I 
creary.-for. Sector 

Secretar a t 

0 Uajt ofi of li".- of1..egai trpartmnt Technical Department Planning Finance 
 )verseas 

tOperat itli 

Source: 
A Strategy Study of the Egyptian Metallurgical Industry, Phase I.Report, 1977, Atkins Planning, Ltd. 



COMPOSITION OF GFJr=lL AssEMLy FOl COMIIS 

Minister ofindutry
 

General Assembly
 

Voting Members 
 Non-Voting Members
 
Chairman: Minister of Industry or 
 Chairman and Board of Directora
 

His Representative

Five Company Chairmen from High 
 Delegate of General Accounting Office
 
Council for Sector
 
Representative of Minister of Finance
 
Representative of Minister of
 
Planning
 

Two Representatives of Labour Union
 
Two Workers' Representatives,
 
Appointed by Minister of Industry
 

Up to Three Experts Chosen by Prime
 
Minister
 

FIGURE B-4 
COMPOSITION OF HIGH COUNCILS FOR THE SECTOR 

High Councils for the Sector
 

Chairman - Minister of Industry
Deputy Chairman - Secretary of the Sector
Chairman-of Companies in the Sector

Representative of Ministry of Finance
 
Representative of Ministry of Planning
Representative of Ministry of Economics
 

at Least Three Experts in the Sector Activity or Economic,
Administrative or Legal Fields
 
Technical Secretariat
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-FIGURE-B-6
 

PROCEDMRE FOR AbNUAL CAPITAL BUDGET ALLOCATION 
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FIGURE B-8 

PROCEDURE FOR REVIEW OF COHPANY RESULTS 

Parliament 

(I High Council for 
the Sector 

nrormation' Informatio ntral Accounting 
.Organization 

General Assembly 

Company Board of 

Directors 

Source: A Strategy Study of tht Egyptian Metallurgical Industry, Phase I Report, 1977,
 
Atkins Planning, Ltd.
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APPENDIX C 

LABOR LAWS 

I. LABOR LAWS-LAW 91 OF 1959 

This law, reulates employment matters in the private and'public
 

sectors.1 Its principal provisions include the following:
 

o 	Employment of unemployed workers:
 

so Administrative mechanisms are established for processing
 

re'istration and placement of workers seeking employment;
 

9o Employers are obligated to notify the Employment Office of
 

all jobs which become vacant or are created;
 

e 	Employers are obligated to file semi-annual statements with
 

the employment office of the Ministry of Manpower and
 

Training showing:
 

-	 the num)er of employees and workers according to job 

,classification, age and nationality;
 

7-	 for .the preceding reporting period, jobs which became 

vacant or were created, those which were filled and, 

reasons for not filling the rest; 

-= for the, following reporting period the expected increase 

,.or decrease in the number df jobs. 

!At the time of the promulgation of this law, Government and public
 
sector employees covered under Law 279 of 1946 were exempted from
 
Law 91. The Law required the gradual application of its provisions 

to public sector under progressive presidential decrees (Article 
4 of the Law and Article 5 of the Presidential Promulgation). It 
is assumed that such presidential decrees have been issued over time 
and thaz the Law is now applicable to both the private and public 
sectors. 
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-- -,r&uyurs may be compe.Jed by the Ministry of Manpower and 
Trai aing to employ workers according to the chronological 
order of their registration with Employment Offices.
 

0 Vocational 
Rehbilitation and Employment of Disabled Persons: 
0 Administrative mechanisms 
are established for creating
 

facilities and procedures for the vocational rehabilitation
 

of disabled persons;
 

so Employers with 50 or more workers are obligated to have
 
- 2Z of their workers be disabled persons who have been
 

rehabilitated. 
Disabled veterans have priority of
 

appointment.
 

0 
Employment and Business Activities of Foreigners:
 
Mw Administration mechanisms 
are established for issuing


work permits for foroe.&gners to engage in any kind of work.
 
*: APprenticeship, 
Vocational Training and Labor Contracts:
 

0 Administrative mechanisms 
are established which provide
 
guidelines for apprenticeship and vocational training and


:dentifyingiE the professions, training programs, examinations,
 
and certification involved.
 

Pe.nEmployers and apprentices are expected to sign a labor 
contract which can be terminated 
on three days' notice by
 

either party.
 

* Individual Labor Contract: 
• Regulations pertaining to individual contracts are
 

%established;
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ce Employers and workers are expected to, sign labor contracts
 

specifying the terms of'employment;

eo A probation period of more than three months may not be fixed;
 

e A fine exceeding the equivalent of five days for any single
 

offense may not be imposed on a worker;
 

*. 	 A worker accused of a crime or misdemeanor at the place of 

work or of inciting to strike may be suspended until a 

competent authority rules on the matter; 

so 	 Contracts not renewed upon expiration but abided to by both 

parties are considered renewed for an indefinite period, but 

may be terminated by either party giving a notice of 

termination (30 days for monthly paid workers and 15 days 

for 	other workers);
 

se 	Workers are entitled to indemnity payments for contracts 

terminated by the employer (for a definite period at 

expiration of contract, for indefinite period at 

terminatior 

so Early retirement age is set at sixty, and employers have the 

right to terminate contracts of employers reaching this age. 

Fringe Benefits : 

so After one year of service, an employee is entitled to 14
 

days'vacation leave; after 10 years of service the vacation
 

rises to 21 days. An employee may not be hired for another
 

job while on vacation;
 

so 	 An employee is entitled to 10 holidays with pay.per year. 

Work during such holidays is to be performed at double pay; 
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:1 	An employee in entitled to 702 salary for the first 90 days 

of sick leave, and 8OZ of pay for the next 90 days during 

any one year. A worker suffering from tuberculosis, leprosy, 

mental disease or any chronic disease is entitled to 

indefinite sick leave with pay; 

.s The employer is required to provide meana of transportation 

for workers employed in places where adequate vneans of 

transport do not exist; 

to In places far from inhabited localities, the eLployer is
 

required to provide subsidized housing and meals.
 

Reasons for Termination of Contract by Employer (10 specific
 

cases only): 

ee Misrepresentation of identity, false cirtificates or
 

recommendations;
 

'e -Probation;
 

so Committing an act causing heavy material damage;
 

to Failure to observe written safety instructions;
 

'ooPersistent absenteeism;
 

' eoFailure to carry out essential duties coverad by contract;
 

so Divulging commercial or industrial secrets;
 

S 'bConvictionfor a crime or misdemeanor involving dishonor,
 

- dishonesty, immorality; 

4soBeing under the influence of alcohol or drugs during working 

hours; 

o %Amsaulton supervisors; 
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o, Terminationof Contract by Worker (five specific cases):
 

eg Misleading representation of work conditions by employer;
 

.9e Failure by employer to fulfill obligations under Law 9:1;
 

o Immoral act committed by employer on worker or his family;
 

so Assault on worker;
 

e Safety or health hazard.
 

'iProcedure for Terminating a Contract in Case of Death of Worker
 

-are Described.
 

o 	CollectiWe Labor Contract:
 

go 	Collective contracts between syndicates and employers
 

establish wage rates, working hours, leaves, training,
 

arbitration procedures, and administrative mechanisms.
 

* 	 Organizatton of Work: 

so General provisions are specified; 

1The employer is obligated to take precautions to protect 

i worker's health; 

-In establishments employing 50 workers or more a joint
 

;Consultative Committee consisting of six members 
(three 

representing the employer, three representing the worker) 

-must be formed, its principal concern being the improvement 

of'working conditions and increasing productivity; 

The establishment of joint Consultative Boards for each 

industry, consisting of employers and representatives 

from. the Ministries of Manpower, Industry, and Economy, 

is required with the purpose of determining wage policy,
 

caining, and productivity standards;
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so Working hours (six days, seven hours per day), rest ntervals, 

and overtime conditions are specified; 

e Employment of juveniles below age 12 is illegal, and certain 

'limitations exist on the employment of these-below 15 or 

17 years of aga;
 

*. Employment of women-guidelines, rules for non

discriminatory employment, maternity leaves are described;
 

so Mines and quarries-safety standards and working conditions
 

are specified;
 

es Wages--Joint and interministeri.l committees (consisting
 

of representatives of the Manpower, Economy and Industry
 

Ministries, employers and labor) must be set up to consider
 

minimum wages.
 

Trade unions:
 

so Trade 
 unions are meant to: increase worker productive 

rapacity; enable workers .to contribute to industrial 

development; ,defend their interests; protect their rights; 

and work for the improvement of their material and social 

circumstances; 

so The Law describes the procedures for establishing trade
 

unions, delineating their legal authority, finances and 

organizations.
 

o Labor Disputes:
 

so Provisions for conciliation and arbitration are described.
 

9 Work Iu&rention and Judicial Police:
 

ws Labor Inspctve.. s ct called for and their powers are outlined 

by the Law. 
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'Penalties: 

so The penalties for infringement of any of the provisions of 

the labor law are listed. 

I. PUBLIC SECTOR EMPLOYEE PERFO.MANCE-LAW 61 OF 1971
 

This law regulates Government and public sector employment.
 

Provisions relative to employee performance are indicated below.
 

* 	Article 16 

All employees are to be rated periodically. Any employee 

graded "average" or lower, should be notified in writing. 

Such an employee has the right to appeal-in writing-within 

two weeks from the date of notification. The appeal should be 

sent to the Chairman of the Board of Directors. A decision 

should be taken within a month from the date in which the 

appeal was submitted., This decision is final. 

Article 17 

With a decision from the Chairman of the Board, an employee 

whose grades weref below average in two consecutive reporting 

periods, could be transferred to another job that suits his 

abilities. If, however, such an employee is sent two consecutive 

reports with a "poor." grade, he could be downgraded and his 

salary lowered (the wage cut in this case should not exceed 

one.-fourth of his,salary). The Board of Directors could 

terminate the services of an employee upon receiving a third 

poor grade.
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0 	Article 45 

It is.prohibited for employees to: 

so reveal classified information about or from his job; 

*e 	 keep for himself any original document pertaining to his 

work or to remove such documents from files; 

Is have another job if it will adversely affect his main duties;
 

so 
perform any tasks for others with or without pay, even after
 

working hours, unless he is authorized to do so by the
 

Chairman of the Board of Directors, and within the context
 

of 	the Law;
 

so 	 undertake any businesi or cmercis, accivities, :especially 

those' related to his ob -0 
*epArticipate -inreitlishi~j firms 'inthe •selneobame lne -of; 

't.vit,1 pusudyhs employer; 
' 

or 	lend from any agency tht does' b6-iiiess witihthe 

unit employing him or any one connected:-t&±: " . 
oeaccept-any reward' ,"' ouissns, or gifts or' AIjy kin t'ha
 

c with
Job performance;
,,
 

in 	 collect monies for any person or agency, or distribute
 

flyers or solicit-signatures 
for Illegal 'purposes;
 

o..participate in 'organizing' any meetings 
inside work premises
 

- without Management consent;
 

Pe'provide a statement about 
the Job to newspapers or any
 

publishing 
firm, unless authorized to do so by the
 

manarement.
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0 Article 46 

Any employee that violates the rules of the systea or his job's 

duties is liable to disciplinary action established by the
 

management. Penalties are specified in Article 48.
 

o 	Article 47
 

No penalty should be Imposed without a written investigation 

and hearing. 

* 	 Article 48
 

Penalties are (inincreasing severity):
 

so reprimand;
 

so wage cut for a period not in excess of two months;
 

so suspension from work with one-half wage for a maximum period 

of six months; 

is exclusion from wage increases or postponement for a maximum 

period.of three months; 

0e wage reduction (in excess of two months);
 

ce do-ngrading employee's.. position;
 

so downgrading the position :and wage reduction;
 

oo termination of servicq
 

iII.I. CORPORATE LAW: EGYPTIAN EPLOYEE REQUIREMENTS--LAW 26 OF 1954 

This Law regulates the operation of joint stock companies. 

Provisions related to employees are as follows: 

c Companies are obligated to retain Egyptians in 90% or more of 

the positions, or pay 80% of the payroll to Egyptians-except
 

when exempted by the Minister of Finance, Economy and Trade.
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APPENMIX D 

EDUCATIONAL PROGRAM
 

The educational and vocational training system in Egypt is
 

presented in Figure 1 and sunarized briefly below.
 

I. FORMAL EDUCATION
 

Enrollment in the primary education is about four million pupils and 

represents about 75% of the age group (italso includes some 19% of 

the students outside the 6-11 age group). 

Enrollment in the preparatory level has grown from about 925,000 

in 1972 to 1.4 million in 1976, an annual increase of roughly 10%. 

The enrollment ratio is about 50% of the age group as well as 26% 

iof the students outside the 12-14 age group. 

Enrollment in secondary general education has grown from about
 

300 thousand in 1971 to 360 thousand in 1976, an annual increase of
 

about 3.5%. Enrollment in secondary technical education has grown by
 

the same order of magnitude.
 

Higher education consists of three levels: technician training
 

institutes (16,000 enrollment in 1972, 31,000 in 1976); 
higher technical
 

institutes (42,000 enrollment in 1972, 50,000 in 1976); and universities
 

(220,000 enrollment in 1973, 300,000 in 1976).
 

II. VOCATIONAL TRAINING
 

Enrollment in the Ministry of Industry formal training and
 

apprenticeship program is about 8,000. 
The Ministry operates some 30
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FIGURE D-1 

EDUCATIONAL- AND VOCATIONAL TRAINING,SYSTES IN EGYPT
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centers. The three-year program, which competsi' -i'th the -Ministry of 

Education secondary technical education progran, *consistsIof ons 

year of instruction in a training center and two years of-a cooperative 

work-study program with a public sector company. ilhe Ministry of Industry's 

Productivity and Training Centers also operate short term upgrading
 

programs for those already in the labor force. The Ministry of Industry's
 

vocational training progream dates to 1954 and has ILO support. Between
 

1954 and 1960 some $50 million was expended on industrial training
 

programs. The facilities, equipment and instructional material for
 

this program are outdated and need upgrading and modernization.
 

The Ministries oi Agriculture and Housing also offer vocational
 

training programs.
 

The World Bank currently is supporting a $54 million project to
 

increase the magnitude and quality of vocational training. Much of the
 

effort will go to create new building trades vocational training centers
 

and supply equipment and technical assistance for teacher and technician
 

training institutes.
 

III. MANAGEMENT TRAINING 

Management training takes place at the university level
 

.(particularly in the facilities of conerce and engineering and in
 

special work-study programs abroad). The American University of Cairo
 

(AUC) and the National Institute for Management Development (both non

public institutions) offer various short and long-term "upgrading"
 

programs. The Ministry of Industry's Productivity and Training Centers
 

offer short term industrial engineering and management seminars and are
 

interested in offering consulting services to public sector companies. 
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APPENDIX E
 

MAJOR FOREIGN LOANS TO THE INDUSTRIAL SECTOR
 

A. TASTERN BLOC COUNTRIES 

1964 USSR 


1972 East Germany 


1976 Rumania 


B. D.A.C. COUNTRIES
 

1975 USA 


1975 USA 


1976 USA 


1976 USA 


1976 USA 


1977 ' USA 


1977 ,USA 


1978 USA 


1978; USA 

1978 USA 


1978 USA 


'1973 to West 'Germany 
1977: 

1974 to France1976 
197 


1969.'o Denmark1 
'71"977 
 ..
 

Iron and Steel 


Various 


Study Chemical and 

Pet ochemical
 
Industry Projects
 

Industrial Production 

Needs
 

GOFI Various 


Suez Cement Plant (grant) 


Mahalla Textile Rehab 


Bank of Alexandria 


Synthetic Material Pro-

duction
 

Synthetic Fiber 


Development Industrial 

Bank
 

Maadi Cement Plant 

Flat Glass Plant 


Railway Rolling Steel 


Fertilizer Plant and 

Spiral Welded Pipes
 

Continuous Casting 


Polyester Fiber 


Beet Sugar Project 

(under study)
 

Fruit Co. Equipment 

Fruit Canning, Beer 
Pasteurizing and Other
 
Equipment for Food 
Industry
 

Shipyard Equipment 


millions 

$1,300.0
 

$ 683.0 

bE42.7
 

$ 20.0 

$ 5.0 

$ 90.0 

$ 96.0 

$ 32.0 

$ 40.0 

$ 15.0
 

$ 12.5
 

$ 95.0 

$ 15.0
 

$ 40.0
 

DM546
 

FF 40
 

7F 42
 

FF120
 

$ 17.7 

$ 15.0 

$ 25.0 
1 Eighteen-year loan without interest-seven-year grace period. 
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APPENDIX E 
(Continued) 

MAJOR FOREIGN LOANS TO THE INDUSTRIAL SECTOR 

C. OPEC COUNTRIES 

1974 to Arab Fund 

1976
 

1977 Arab Fund 


1974 to Kuwait Funh. 

1976
 

1974 to Abu Dhabi Fund 

1976
 

D. WORLD BANK GROUP
 

1972 to Bank Group 

1973
 

1973 Bank Group 


1973 to Bank Group 

1974
 

1974 Bank Group 


1975 Bank Group 

1975 lBankGroup 

1976 ,..Bank Group 


1976 Bank Group 


1977 Bank Group 


1977 Bank Group 


1With World Bank Group.
 

Talk& Fertilizer Plant 


Kafra el Dhwar Textile1 


Talka Fertilizer Plant 


Talka Fertilizer Plant 


Cotton Ginning 

Development Industrial 

Bank
 

Talka Fertilizer Plant2 


Agricultural/Industrial 

Imports 

Tourah Cement 


Development Industrial 

Bank II
 

Arab Ceramic Co. 


Textile Rahab3 


Industrial Imports II 


Iron Ore Study 


2With Kuwait, Abu Dhabi and Arab Funds.
 
3With Arab Fund.
 

Millions
 

$22.87
 

$34.5
 

$24.46
 

$14.2
 

$18.7
 

$15.0
 

$20.4
 

$70.0
 

$40.0
 

$25.0
 

$ 5.0
 

$52.0
 

$70.0
 

$ 2.5
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