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EGYPT: EMPLOYMENT 18SUES

The current position of Egypt's labor force is relatively favorable
despite low incomes and some unemployment. It is the longer run
prospects that are worrisome and it is to the latter that AID policy

should, to the deqgree possible, be addressed.

The Current Situation

As cof late 1980, Egypt was experiencing the benefits and strains of

an economic boom in a society and economy beset by poverty, low
productivity, and qrossly inodequate infrastructure. The boom has
bevn iue to government and private construction activity, a high level
¢t government consumption, and rising personal consumption due tu an
inflow of emigrants' remittances and the income effects of the otvher
elements of final demand. It has been made possible and has been
suttained by an easy foreign exchange position due to Suez Canal
re-eipts, petroleum exports, foreign aid. an inflow of private capital,
anc. the same inflow of emigrants' remittances. The emigration of

workers to the oil producing countries and to other nigher-income

Arab countries, which generates the remittances, has drastically
reduced the excess supply of Egyptian labor by absorbing manpower
mainly out of agriculture and other rural activities but also fre. the
cities whence the emigration has siphoned off skilled workers and
others from manufacturing, construction, and the service industries.
The slrains are reflccted in upward pressures on huilding costs and

the vrices of consumption goods, and in widespread complaints of "labor

shortage" among employers. The latter phrase should be interpreted as



a temporary tightening of the labor market which results from a
buoyant level of demand for somz tvres of labor and a relative
reduction in supply of skilled and to some extent of unskilled
labor, and is reflected in some upward pressure on waqges. In the
current situation, open unemployment is limited, partly bkicause of
buoyant demand. partly because of extensive over-staffing in the
public sector, and partly because of emigration. The incidence of
open unemplovment is felt mostly by new entrants to the labor narket -
younag people (many of them 6-12 ycars of age) with no previous work
experience. Underemployment is a more widespread phenomenon, but
that is simply another way of describing low productivity and

consequent low incomes.

Overstaffing in the government and in the public enterprises stems from
a perhaps inherent tendenzy toward bureaucratization which was strongly
reinforced by nationalization and sequestration of private enterpriscs
and property during the period of Arab socialism in the early 1960s.

In 1961/62, working hours in public enterprises were officially reduced
from 48 to 42 week and new employees were hired con8@iderably beyond
replacement needs. Because labor legislation makes it virtually
impossible to dismiss workers, a substantial carryover of redundant
workers remains from the period of the employment drive. 1In addition,
the government (and until recently the public enterprises) have been
used since 12.J to guarantee employment to university graduates (two
years after graduation) and to intermediate level graduates (threc

years after graduation). A similar guarantee for demobilized military
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Conscripts was introduced in the early 1960s but abrogated in 1978.

Emigration has temporarily removed one million workers from Egypt's
labor force, which in 1976 came to 1l.1 million persons aged & years and
over (see Table 1); 700,000 of the emigrants came from agriculture which
in 1976 occupied 4.9 million persons. The resulting shortage of ayri-
cultural labor has been acute enough for the government to attempt to

ban emigration of agricultural laborers.

There has been an absolute decline in the size of the agricultural force
since 1972 when it reached its secular peak. One consequence is that
rural women (whose participation in the rural labor force is under-
reported in population censuses and labor force sample surveys) and
children have taken on additional employment in agriculture. The labor
force participation rate has risen among boys 6-12 years of age and

school attendance rates among rural school age children have declined.

Despite the evident shortage of agricultural laborers, the males in
households on family farms of less than & feddans appear to be under-
employed. "Locked in" on very small holdings, the men get enough
income to subsist and do not sceck work cutside. The women and children
on these very small holdings are fully employed in animal husbandry,

weeding, and growing vegetables.



Table 1. Labor force in Egypt by branch of
economic activity, 1960 and 1976

Average
annual
Branch of econonicn Thousands growth Percent
activity : rate
1960 1976 (%) 1960 1976

. Agricultwe, fisheries 4,406.3 4,881.0 .0.6 56.3 43.8
'« Minig, quarrving 21.2 33.8 3.0 0.3 0.3
. Manufacturing 647.2 1,369.5 4.7 8.3 12.3
. Electricity, gas, water 16.9 61,8 8.3 0.2 0.6
. Construction 158.9 425.1 6.3 2.0 3.8
. Trade, hotels, restaurants 690.8 861.3 1.4 8.8 7.7
. Transport, storage,

conmnications 260.2 482.3 3.9 3.3 4.3
{. Finance, insuranca, n2al

estate, business servieces 72.5 88.4 1.2 0.3 0.8
. Public, social and persanal 1,333.3 1,868.4 2.1 17.0 16.8

servicoes
J. Unstated, including

Unemployed 224.7 1,060.2 1.10.1 2.9 9.5

Total 7,832.0 11,131.6 2.2 100.0 100.0

source: 1960 and 1976 Censuses of Population, adjusted for comparability by A. Nassef.



Agricultural wage rates doubled betwecen 1975 and 1980 in real tervms but
aggregate wages have nevertheless lagged behind teotal value addad iun
agriculture, perhaps because 'of increased mechanization.  Ploughing and
threshing are now fully mechanized, which may make the decline in

agricultural employment irreversible.

Employment trends in manufacturing in Lgypt must be assessed rather
carefully because of the role played by the public sector. As derived
from the population census estimates, the average annual rate of growth
in the maruafacturing labor was 4.7 percent from 1960 to 1976 (sce Table 1)
according to Ministry ¢ © Planning figures, the average annual rate of
growkh in the number of workers in manufacturing was 5.3 percent over
the same period while the average annual rate of growth in gross value
add.d in manufacturing was 6.8 percent, indicating an average annual
growth rate for productivity of labor of only 1.4 percent. This is in
sharp ccntrast with the experience of many other developing countries
where the rate of growth of value added in maufacturing has been much
higher than that of employment because of marked productivity increases.
1In Fgypt's case, employment in public sector manufacturing enterprises
was ircreased as a politically metivated social welfare program whose
result was recdundancy of labor rather than increased production. In
1976, public sector enterpriscs accountnd for 55 percent of employment
in formal sector manufacturing {establishments cmploying 10 +) and for

41 percent of total employment in manufacturing as estimated bulow:


http:beh.i.nd

ibtotal:

!

Sector of manufacturing

Public sector employing 10 +

Private sector employing 10 +

Formal sector manufacturing

Informal sector, employing 1-9

Total manufacturing

EFmployment, 1976
{'000)

565

452

1,017

350

1,367

Despite the easing of government restrictions on the private sector with

initiation of the "oven Door" policy announced in 1973, the riate of

increase in manufacturing employment continues to be higher in the public

sector than in the private sector: in establishments employing 10 +, the

growth rate in manufacturing employment from 1974 to 1979 was 8.3 pcrcaent

for public sector enterprises and 6.2 percent for private sector enter-

prises.
provides
Fgyptian

1t is

The kev legislation for the "Open Door" is Law 43 of 1974 which
for the establishment of joint ventures financed by foreign and

capital and enjoying special tawx concessions and other advantages
] $

to be expected that projects under Law 43 will tend to be dominated

by foreign capital and be oriented toward investment in relatively capital

intensive processes so that direct employment effects will be modest.

Calculated from the following estimates of the Ministry of Planning (in

thousands) :

CONET

[~

VR

Sector of manufacturing employment

Public

Private

Total establishments employing 10

+

1974 197¢%

526.3 787.4

389.2 525.9

915.5 1,313.3

ruction has been one of the most dynamic branches of Lhe cconomy in



recent yours, in response to high levels of demand: from the qgowornaont

for infrastructure and housing throughout the country and for roconstruc-
tiocn in ihe Suez Canal area; and from the private sector for luxary
housing, commercial buildings, and hotels. In addition, it hag boeoen
ecutimated “hat close to half of the kotal value of investment in housing
gocs into "ilic<al™ units constructed by small contracters withaat building
permits on land not yct appreved for subdivision. rart of the corstruction
industry's dynamism is due te its relative freedom from price controls.
Wages vaspond to market demand; much of public secter construction 1s.
subocontractad to private construction contractors; and even in public
construciticon companies, much of the labkor force consists of temporary

labor hired in the open market at going rates. At the came time, the
constiuction industry has shown a remakable ability to traiun people quickly
and 1o substitute unskilled labor for skilied labor lost through omi-

gration.

Emvlovment in services is dominated by formal seccor activities in trade,
transvort, |inance, government and social services (including raligion).
Informal soctor activities, which are visible enouch and often
picturceque, rrokably account for less than 30 percent of total cemployment

in these branches.

future Progpects

1t is clear thoat Eaypt is faced with a big incrcase in its labor torce
over tie next two decades whatewver future fertility rates turn oubt to be.
Assuming a continuation of the recent population growth rate of 2.4 per
cent per year (Which implics soma vodacvicn in fertility) the popuiation

and labor force would reach the levels shown in tablice 2 hy the year 2000.
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Laber force participation rates may be expectzd to risce bhecause of

increased participaticon of wvomen outside of asagwiculture.  (In agriculture,

Ly
-

it 15 to be expect. i that wemen will continue o werk while keing reporte:
by tholr husbands and fathers to consus bakers and surevay enumerators,

as nct working,



Table 2. Population and labor force projections to the year 2000

1976 1980 1390 2000

Population (million)-=
Tatal & 36.6  40.9  53.9  71.0
Ace & +
Age 15 +

Participation rate (g):
Agn 6+

Age 15 +

Labor force (million):

Ase 6+ 11.0

Ace 15+

a/

irotected at constant 2.8 percent annual rate of growth.

Jabls Lo be cempleted on the basis of projections of A. Nassef,

Institute for National Planning.}
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Any reasonable set of laber force projections lor FEgypt implies
impressive, indeed somewhat frightening, nurbcrs of workers that the
Egyptian economy will have to absorb, at higher ov lower levels of
produstivitcy. The directions this absorption is likely te take arve
discussed below. What is needed is to increase the probability that

the pattern of labor force use generated will he weighted toward the

more productive and higher paying activities.

The emigration of Egyptian workers is of iwo-fold importance to Egypt'
domestic employment situation, on one side by reducing the size of the

laber force resident in Egypt (the supply of labor) and on the other

[
<

side by raising dnternal demand through the income effect of reaittances.

A major uncertainty in any look into the future is the situation of the

emigrants. It seems unlikely that there will he much of a not increasec

the million or so workers now abroad. Assuming continuation of the ol
bcom in the oil-producing countries, the uncertainty lies in the

vulnerability of the Egyptian emigrants to political charges in the

1

ceuntries where they are working. The odds are good that the emigrants

will stav abroad and continue to make their double contribution to
improving Bgypt's employment situation; but there is enough volatility
in the Aralk Middle Fast to justify conccrn with the pessimistic
possibility of their being unwillingly vepatriated. There is littie
that can be donce a.out adjusting in advance to their possihle return
in terme of absorbing thom hack into the Egyvptian labor wmarket. Where

thaere is scepe Zor action is »n the foreign exchance earning sidc,
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A comfortable foreign exchange poszition is cssential to maintaininag
the relatively high levols of internal demand that now gernerat.
reasonable levels of employment. OF the various «onrces of foreiun
exchinae, private investment from the Arab countrics ond foveian aid
irom all sources are vulinerable to political changes extoernal. to Forpt,
even though the odd's look acod that both will continue at hiah leviels.
Suez Conal dnes will increase with the volume of trafific throuah Li
Canal but that will eventually level off despitce iUVQstments intended
to Jdouble ‘he carrying capacity of the Canal. 0il exports will do line,
unloss new fields are located’in the Eastern or Western Deserts oy
oifshore in the Red Sea. fTourism is a good het but that also is partly
denondent upon political relalions with the other Arvab countries.
Attention should, therefore, be directed toward the developrant ol new
liaes of production for export in agriculture, in nining, and in
nantfacturing, and toward the promotion and marketing cof exports to tho
herd currency marxets of the middle ¥ast and the western industisnal
countries. Turning to laber absorpticen in specific branches of ccoaowmic
activity, agriculture has traditionally played the role of cmplorer of
last resort with woge rates in agriculture fluctuating in o re atively
free market farhion in respense to the supply of labor. This role is
bqnsming more limited in scope because of developwents on koath tho dewand
and supply sides: on the demand side, as men.ioned akova, the increased
degree of mwechanizatlion in respense to prosent shortages of aeriendtural

labor may be having an irreversible Jdewnward irpact on denand for lobor;

Y

ay rersonal proposis would be optimistic on this score.
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on the supply side, these who are in the urban labor foron will
increasingly wnwilling to shift to (er to return ro) vuaral aotivii tes.

Furtlermore, the physical scope for expanding auriculture te absoorb
increases in tho labar force is limited by the cos” ¢f roc’ainana new
lands for agricultural purposes even if water is available frep the Hile.
Decpite limitations on the total extent arab land, nowevel, the
poussibilities for developing preducticon of pre-scason and past-seas.n

high value crops for export to the Furopean market should oo activaly

explored and cxploited.

Labo: absorption in mining and guarrying will proceed at a comfovtuble
pace so long as construction activity remains at a high lsvel. The
necd for bricks and cthar construction watevials will keep demand for
Tabor high but it may call for (a) more raticnal use ol the land
surfaces in thie Nile valley otherwise availeble for agriculture or for
future urban uses which are now being chewed up vo produce cla, for
bricks ana (b) & parti:l shift to Lhe more expensive, and more capital-

intensive, exploitation of descrt sanas for brick-making. Frow tae

point of view of the ecomomy's need for foreign exchonge, wmere extensive
exploratics for mineral resources which can be exploited for expoct ic
called for.

To what extent high levels of construction activity can be maintained
depends on the state of the public budget. Construction necds, {or
infrastructure and for housing, will contirue to be enormous; but
financial resources to satisfy theue noeds are limited. Vith a buoyent
rublic budget and the politicla will to carry out government copscrnction

Proaroaes and to premeta private housina construction the limitations moy
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be only indirect although still strong. 7The virtue of constvucuion
as an instrument for maintaining effective demand is that its divoct
naterial inputs are for the most pavt non-tradable indigenous

construction materials; but spillovers inte inports occur through the

+

ceconaary ¢ ffects of the speonding out of the incomes generatoed in

~

construction. Here again, a comfertahle forvzign exchange position

will periait a high level of intoernal activity.

There are several tricky aspects toe consideration of the role of
manufacturing in the future absorpticn 2f labor in Egypt. Orne is that
public sector manufacturing enterpriscs have used for almost two
decadues in part as quasi-welfare institutions whose function has been
to provide jobks as much as to produce goods. At the same time invest-

ment decisions have not been taken in a on a cost - efficient tasis but
vather on thoe basis of puvely technical and somewhat ideologicai
considerations. The consequence has often heen output which is
cxper Jive in teorms of capital input but which would nct appear o Fo
capital internsive relative to the amount of labcer used because the
citernvises ave saddled with a good deal pf reduntant labor. (Putting
it another way, the output uses both capital and labor to an excessive
degree.)  One of the problems faced by the Egyptian economy is to reduce
the degree of labor redundancy in the public sector manufacturing
erterpriscs and te produce more efficientiy. Implicitly, therefore,

the public sector manufacturing enterprises ought to ke releasing

workers for some time on a nct basis rather than absorbing additional

lakor.,
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The industival planning process in Egypt itscelt leaves mwuch to be
desired, while its implementation 1s arbittary and often arratic
Industirial invesitment is planned in {orms of material balances, o
"naive" iaput-ouatput technique devaloped by Foviet planners in ohe

1930s arnd exported to India and Eqypt throuach tic influence of Charvles
Bet.Lellheim, a ronch marxist econocist at the Sorbonne, in the 195%0s.
Docisions on what commodities should be produced domestically are taken
by filling in caps in production of acods rceded for final ¢onsumption
GLolnetsrreatate uses, but often without serious considevation of relative
cost of alternative lines of production or of costs of domastic produc-
tecon relativa to the cost of lmports. Subsequent implewentatior of
planning decisions is subject to ideological, ponliticel and personal
snteresis. An dnteresting case in point is that of refrvigeratorsg.
Prmestic production is at present restricved to one public sector company
called ldeal whose director several years ago was minister of Industry
Since vomastlc demand is far in excess »{ the production of Ideal,

a number of proposals for expanding production were submitted to the
ministry ¢f lIndustry, which decided to vxpand production thrcuhh a joint
venture between ldeal and Thompson of France®, keopina Ideal (whose
{110"-CT wrE at the time minister of Industry) as the sole producer and
rejecting joint-venture proposals by bcnc al EBlectric and others. The
workers of Tdeal then want on strike against the proposed joint venture,
o the orounds that ldeal did not need foreign technical input and that
Thormyson was puttine in only a minimal amount of capital; the sirike
forced absndorment of the joint venture. Conscauvently, ofter perhaps
fave yeavs of discussion and negotiation, there has still Leen nc

4

lﬂh(t ivn of Doyption tadustrics, Yeor Book 1376, Cairo, l9ie, .8

o f t cn T nginecving Tnoustries.
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expansion of the domestic production cof refrigorators in Eqypt. &y
way of contrast, the decision was taken in 1978 or 1979 to opcn up
production of washing machines to the private scctor, and theve arc
now dozens of small producers desicning and manufacturing a variely

of washing machines (whose motors arce ilmported).

Expansion of private sector manufacturing (in keeping with AID's i teo-
locical predelictions) should improve the cfficicney of Fgypt's industcrial
output. It the expansion is rapid ~nough, it will more “han componsave
for the desived thinning cout of the personncl cmployed in publin sent r
manuracturing and will contribute tc the absorption of irereases in the
laber force. With riginag incoﬁes, it will be necessary to satisfy
increased reguirements for basic consumption goods {textiles, ¢lothdng,
footwear, standard houschold artcles) as well as demand for the range of
mochanical househeld appliances and other sophisticated consumer articles
which are now primairly import gocds. An easy foreign cexchange situation
Is vital in this area to assure supplies of raw materials and intermedinte
goods. Alithough that may also imply sharpened competition from imports

of the final goods, . It is also obvicus that additional investments in

plant and equipment will Le¢ necded.

The gquestion of the directions that indﬁstria] investment ought to he
encouraged to take is a declicate one. In view of the likely plethora

of ranpuver in Eyypt in the medium to long run, it is elear that labor-
us‘ny rather than labor-saving production technigques ~uaghlt in genceal

to be cateqgoric when it cowes to speciTice.  Congideraticn of the relative

intensity of capital irn the product ion process nust distinguich Letwoeen



)

(a) choice of technigue for producing a given product and (b) choico
of product in the light of the cost structure of different product

lines.

Small scale private sector industrialists in Eqypt are acutely aware

relative factor prices in their own lirus of production. They use mi
technolocicsappropriate to the factor prices they face ond de so on

A rational basis, integrating labor-intensive steps into semi - auton
producticn drocesses where low vaae rates make the use of lebov-intern
techniques less costly. Two examplos may be wited.  Gne is the use o
hard-operited silk screens at one cvep of the prioting of fabrics and
plartic materials whare the relatively small gaantities produced woul
anke overly automatie melhods conciderably nore cxpensive. The other
the lack of inhibitdons aborut acguiring and using secon hand machine
which is {a) often better adeptoed to the integration of semi-skilled

labor 1nto the production process than would be a more modern high=-sp
machine, and (b) labor-intensive in itz muintenance. Tf the unit cos

of labor stays low rclative tu the cost of capital, Pqgyptian entrepre

will respond appropriately to such market signals.

What cominates the relative intensity picture, however, 1s product
choiuce since some production processes are inhevently more capital-
intensive than others: production of plastics goods by cutrusion is
relatively copital intensive; garment making is velatively labor inter
kelacvlive tactor prices should, of course, affoct the entreproncur's
choice of vroduct as ewll as hin ehoice o0 Fehniaue altihough with resy
to completely now Lines of investoent othor facrors cnter in, includac

amcunt oS eapitol available to a given pooducor,
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From the point of view of natioral comparative advantage, it scens
reasonable to encourage labor intensive lines of production for expe
This should, however, be vregarded primarily as a means of earning
foreiqgn exchange rather than as a direct:solution to the emplovment
problem. It is the availability of foreign cxchange which will perm
expansion of aggregate Ademand in other arcas where labor absovption

likely to be areater.

The bulk of the labor forcee will continue to be absorbed into trade,
transport, and services. In the commercial parts of these branches
(that 1s, outside of public administration, cducation, religion, and
the sccial services), the intensity of cmploywent (or its other face

the incomes gonerated) will reflect the state of ageregate demand

deriving from the level of activity in the goeds praducing branches.



Implications for AID Projects

Three aspects of actual or potential AID projects which relate to
emplcyment are commended upon below: the need for a comprehensive

labor market study; industrial development; and urban policy.

= A Study of the Labor Market

An obvious and necessary first step for AID to make its interest in
Eaypt's employment problem effective is to commission a comprchensive
labor murket study which would:
(a) exploit existing but mostly unprocessed date available in the
computer tape files at the Central Agency for Public Mobilizatior
and sStatistics (CAPMAS);
(b) ficld additional surveys wherc needed. For exanple, the existing
Libor Force Sample Survey, which is collected annuclly except for
Census vears, should be developed along two lines: by adding quoesticr
on waga~earnings; and by carrying out quarterly surveys of sub-samplé
£ the annual survey sample. Ancother need is for an up-to-date
enumeration of small scale enterprises in manufacturing and in servic
which could also be used as the statistical frame for a more detailec
sample survey along the lines of the ILO'z urban informal sector stuc
CzPMAS ig¢ willing and ablc to carry oﬁt new surveys and to process tl
A>ta in its files, but it can do so only if it is provided with Lhe
necessary budgetary resources;
(c) integvatce into a broader framework the results of the Michigan
State University rural nen-farm survey and the micro studies that may
eventually be generated by the proposed small scale Fnterprises

Credit and Advisors project of the USALD mission's Office of #inancc



and Investment;

(d) produce an analysis of the functicning of the labor market and
the impact of such factors as emigration, government policies, and
inrlation ¢n wage détermination. There are a number of competent
Egystian rescarchers who could participate in such a study but they

would have to he paid enough to work on it as a full time job.

Industrial Development

A preblem of airect concern to AID is how to get its projects affccting
industry to contribute both to raising the efficiency of production

and to increasing employment. Assuring the availability of raw
mateviala through the Commodity Imnport Program does both. Tt is in
telation to the expansion of industrial capacity through loans for

new investiwent that a conflict can arise to the extaent that relative
facter prices are distorted by explicit or implicit subsidies to

interest rates.

There is a genmul bias in favor of capital-using technignes implicit

in the relatively low rates of interest at which the formal sector
financial institutions in Eqypt grant credit; indeed money interest
rates are below the rate of infl :ation so. that real interest rates
negative. On the other hand, the fact that an increasing number of
enterprises are obtaining loan financing directly from a partly offsett<
ing factor. 1In most such cases, the borrower is obligated to repay in
foreign currency (e.qg. Emo-dollars) and therefor bears the exchange

risk implicit in having with LB, Since the cxchange rate is likely to

adjust to differences in rotes of inflaticen, the real interest rate in



Egypt will be raised if derestic price inflation in Fgypk is faster than
world price inflation. 1% the government bears the exchange risk, as

i, the case of AID loans, the bias will remain.

AtD can push fcr highexr intevest rates in gencral, but it is difficult
to insist on higher rates for sccond stage lending only out of ATID func
if other rates are not raised particularly when Favptian foreign
currency availaebilities are as bucvant as thoey ove at present. A
cossible short cut is to insist on shadow pricing of interest by the
intermediacy lending instituticen whén decidang which loan applications
will Le allocared fundz, providod that the demand for loans exceeds the

supply so thet it makes sense to rvation aredit.

o UrbaniPolicy

PRSP S e R

Urtan poli-yv is intimately linked with employment trends, the location
of new industry, and investment in infrastructure. The rapid pace of
urbanization in Bgypt makes it necessary to face up to both the future

axpansicn of Coire and the developmont of secondary urban enters.

Favpt's urbanization over the past dcecades has been dominated by the
arowth »f metropolitan Caire which in 1976 contained close to 50 perce
of Lgyvt's urban population and over 20 percent of the country's total
populatiocn.  fThovn is not the slightest doubt that Cairo will continuc
ta expang, atoracting additional popuiation, laber force, and cconomic
astivity. The oity's tosition as political cavitel, major market,
primavy industrial arca, ard ciucotional and cultural center guarantae

continuation ot a "natu " teadency {or rapid ¢rowih. The governmoent

efforvs to channel move ol urban jrowth away rem Caire by cncouvrading
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the develepwent of existing provincial urban centers, by rebuildins
the Suet Canal cities, and by preomoting new desert towns arce to boe
apvlandea and should be supported; but they will not markedly @iminist
either the future growth cor the primacy of the Cairo metrorolita. ared
Major resourcaes for planning and the consiruction of infrastructurs
and housing will have to be devoted to the Cairvo metropoliten aruva.
Metropolitan Cairo will continue its expansion unless strong harriers
are crected te stop industries from locating there-which is not at all

litely,

I'n the centext of decentralization, the Suez Canal citiee are the most

[l

premising decalities from the point of view of employment. The Canal
cities have already pulled back many of the refugeaes of the 19€7-1973
war veuars. Reconstruction absorbs a considerable labor force. T
Free Jones in the Canal area should attract foreign industrial iuvost:
who will pull Egyptians into joint veniures. fThe Canal cities,
particularly Ismailia, have the advantage of cnough space for phyvsical
e¢xpansion and will inavitably attract subsidiary manufacturing cntor-

prigses as well as trade and services.

Alexandria's cconomic base will grow because of the relative sovhistic
vion of its weprulation and its physicai area will spread since thore i
plenty ol rocm for expansion of industrial gones into the nearby fince
of the Wrstern Desert.  The latter will remain an integral part of

-

Tooreator Alexandvia rotropolitan avea, in the rame way that delvan an

Shubra el Kheima are part of the greaber Cuiro metrepolitan arvea.



H

Small scale enterprises tend to develop out ot the cocial context of

cxiating communitices: resident entrepreneurs develop activities in the
commnan tres where they live; local markcets are imporrant, at least
inttially; and the labor force is composced of mambers of the loenl

wlaliog or pecple from ncarby arcas.  This is thoe case both for

Jarro and for the swaller cities.  Many the Delta towns huave enouch of

¢ local rvosgurce base to develop urban econoric activities in the coming

years . What should be explo.ed is the question of how to expand
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mdustrial 2otivity in Unper Pavot.



