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EGYPT: EIPLOYMENT 1SSUES
 

The current position of Egypt's labor foicc !Q relatively favorib.c!
 

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 degree possible, be addressed.
 

The Current Situation
 

As of late 1980, Egypt was experiencing the benefits and strains ,-.f 

an economic boom in 
a society ard economy beset by poverty, low 

productivity, and crcssly inldequate infrastructure. The boom has 

be(.- .;ue to government and private construction activity, a high l,.?vel 

et government consumption, and rising personal consumption due t,, an 

inflow of emigrants' remittances and the income effects of the other 

elements of final demand. It has been made possible and has been
 

su1't.ined by an easy foreign exchange position due to Suez Canal 

re <.'ipts, 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 hicher-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 fr,,', the 

cities whence the emigration has siphoned off skilled workers and
 

oth(:c's from manufacturing, construction, and the service 
industries. 

Tho strains are reflected in upward pressures on building costs anOl 

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

shortage" among employers. Te latter phrase should be interpreted as
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a temporary tightening of the labor market which resu].ts from a 

buoyant level of demand for some t',:ne, of labor and a relat iv. 

reduction in supply of skilled an( to some extent of unskilled 

labor, and is reflected in some upwatid pressure on waqos. In the 

current situation, open unemployment is limited, partly b-cause of 

buoylant demand. partly because of extensive over-staffing in the 

public sector, and partly becaLse of emigration. The incidence of 

open unemployment is felt mostly by new entrants to the labor market ­

young 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 governmment and in the public enterprises stems from 

a perhaps inherent tendenzy toward bureaucratization which was strongly 

reinforced by nationalization and sequestration of private enterprises 

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 now empl.oyees were hired considerably beyond 

replacement needs. Because labor .r2cislation makes it virtually
 

impossible to dismiss workers, a substantial carryover of redundant 

workers remains from the period of the employment drive. In addition, 

the qovernment (and until receruily the public enterprises) have been 

used since 19,) to guarantee employment to university graduates (two 

years after graduation) and to intermediate level graduates (three 

years after graduation). A simil-ir quarantee for demobilied military 

http:resu].ts
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Conscripts was introduced in the early 1960s but. abr:ogated in 1973.
 

Emigration has temporarily removed one million workurs from :.jypt.'s 

labor force, which in 1976 came to 11.1 million persons aged 6 years and 

over (see Table 1); 700,000 of the emigrants came from aIgriculture: which 

in 1976 occupied 4.9 million persons. The resulting shortaqe of aqri­

cultural labor has been acute enough for the government to attcmpIt to 

ban emigration of agricultural laborers.
 

There has been an absolute decline in the size of the agricultura]. 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 5 !ecldans appear to be under­

employed. "Locked in" on very small holriings, the men get enough 

income to subsist and do not seek work outs.ide. The women and children 

on these ver~y small holdings are fully employed in animal husbanrr,', 

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

Average
 
annual 

Branch of economir Thousands growth Percent 
activity rate 

1960 1976 (%) 	 1960 1976 

Agriculture, fisheries 4,406.3 4,881.0 .0.6 56.3 43.8 

Mqdg, quarrying 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 

Constrction 158.9 425.1 6.3 2.0 3.8 

Trade, hotels, restaurants 690.8 861.3 1.4 8.8 7.7 

Trmsport, storage, 
on irnications 	 260.2 482.3 3.9 3.3 4.3 

I. 	 Finmoe, insurance, rv.al 
estate, business servieces 72.5 88.4 1.2 0.9 0.8 

'. 	 Public, social and personal 1,333.3 1,868.4 .2.1 17.0 16.8 
services 

). 	 U rstatt,-[, including 
Uneployed 224.7 1,060.2 I0.10 2.9 9.5 

'Ibtal 	 7,832.0 11,131.6 2.2 100.0 100.0
 

;ource: 1960 and 1976 Censuses of Population, adjusted for craparability by A. Nassef. 
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in real teri-. butAgricultural wage rates doubled between 1975 and 1.980 

aggregate wages have nevertheless lagged beh.i.nd total value add-d i, 

agriculture, perhaps because of increased mechanization. Ploughing~and 

thrushing are now fully mechanized, which may make the decline in 

agricultural employment irreversible.
 

Em,loyment trends in manufacturing in Egypt must be assessed rather 

carefully because of the role played by the public sector. As derived 

from the population census estimates, the averare annual rate of qrowth 

in the marfacturing labor was 4.7 percent fr'om 1960 to 1976 (see Table 1) 

according to Ministry r - Planning figures, the average annual raf.e of 

growhh in the number of workers in manufacturing was 5.3 percent over
 

the same period while the average annual r:-to of growth in qros vx'Ilue 

add,..d in manufacturing was 6.8 percent, indicating an average annual 

growth rate for productivity of labor of only 1.4 percent. This i.s in 

sharp ccntrast with the experience of many other developing countries 

whe:e the rate of growth of value added in maufacturing has been much 

higher than that of employment because of marked productivity increasus. 

in Egypt's case, employment in public sector manufacturing entvl'vi;es 

was increased as a politically motivated social welfare program wbose 

result was redundancy of labor raLher than increased production. Tn 

1976, public sector enterprises accountod for 55 percent of t:mlloy/ent 

in formal, sector manufacturing (est:ablishmcnts c:mploying 10 +) and fo: 

41 percent of total employment in manufi.cturinq as estimated below: 

http:beh.i.nd
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Sector of manufacturing 	 Employment, 1976
 
_______('000)
 

Public sector employing 10 + .565
 

Private sector employing 10 + 452
 

ibtotal: 	 Formal sector manufacturing 1,017
 

Informal sector, employing 1-9 350
 

Total manufacturing 1,367
 

I. 

Despite the easing of government restrictions on the private sector with
 

initiation of the "open Door" policy announced in 1973, the rate 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 L974 to 1979 was 8.3 percent 

for public sector enterprises and 6.2 percent for private sector enter­

prises. The key legislation for the "Open Door" is Law 43 of 1974 which 

provides for the establishment of joint ventures financed by fore.igni and 

E~jyptian capital and enjoying special tax concessions and other advantages 

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

by forein cap-i.tal and be oriented toward investment in relatI.\7,ey capital 

intensive 	processes so that direct employment effects will be m:.odst.
 

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

thousands):
 

Sector of manufacturinq employment 1974 1979
 

Public 526.3 787.4 

Private 389.2 525.9 

Total establishments employinq 1.0 4 915.5 1,313.3 

Construction has been one of the most dynamic brainches of Lhc econolmy in 
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of denand: from the qc.,rr:..ornnt:recenL years, in response to high N veols 

throughout the country and foi: r.conastruc­for infrastL ucture and housing 

tion in the Suez Canal area; and from the private sector for lu.,ry 

has Keenhou. inq, aommercial buildings, and hotels. Ln addition, it 

that close to half of the total value of investmer't in housingestimated 

gocs into "i. ii,:.,-a1" units cornstruct:ed by small contractors i thnr t. bui]ding 

permits on lan not y(t approved for subdivision. Lart of the corstruct..on 

f.reedom from price controls.industry's ,ynomi.sm is due to its relative 


Wacyns respond to market demand; much of public sector construction is.
 

sub:contractce to private construction contractors; and e.ven in publ.:c 

construction companies, much of the labor force consists of temporary 

labor hired i n the open market at gcinq rates. At the rame time, the 

t.o tra.nu people qujckl .construction industry han shown a remakable ability 

and to substitute mskilled labor for skilled labor Jost through -mii.­

grat ion.
 

by formal sector activities in trade,Emuloyment in services is dominated 

and social services (including reliTion),transport, finance, qovernnent 

Informal sector activities, which are virible enooch an' often 

pichur roe:que, probably account for less than 30 percent of[ total employment 

in these branches. 

irProspec ts 

It is clear tht Egypt is faced with a big increase in its labor force 

over the next two decades whatever future fertility rates turn out to be. 

Assuming a continuation of the recent population growth rate of 2.8 per 

cunt per year (;hich implies some rcu cun in fortl.i. ty ) [he p.¢'pu ation 

and labor force woul.d reach the level s shown in ichie ? by the yea r 2000. 

http:ynomi.sm


Labor force particiJpation. rates may be exrpectod to rise f-cecau:sC of 

increased particip-i.. n of women outside OE 1qCU].Lur. (i.n agriculture, 

it is to be expectn i that wcmen will continue to wcrk while being reported, 

by their htisbLind'r an;: f athus to; cc sus tAk,-rs :in! 2ur-''ay enunerators, 

as nct working. 



- 9 -


Table 2. Population aind labor Force projactions to Lhe ynar 2000
 

1976 1980 1990 2000 

Population (million) 

Total ' 36.6 40.9 53.9 71.0
 

Ace 6 -


Age 15 +
 

i'drticipation rate (%) 

Aqr 6 + 

Age 15 + 

:.abor force (million):
 

Ae A + 11.0 

Ara 15 +
 

-- :r:ncted at constant 2.8S percent annuil, rate of growth. 

,
Ijabl o be ccmpleted on the basis o! projections of A. Nassef, 

institute for National Planning:J 
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Any reasonable set of labor for-ce prcojections Fr. Fqypt iimplies 

impressive, indeed somewhat friqhtening , :oun]cr. of workers thit the 

Egyptian economy will have to absorb, at higher or lower levels of 

pro fuotivity. The directions this ibsorption is l.ikely to tak: are 

discussed belcw. What is needed is to incitase th: probability that 

thr ,attern of labor force use generated will be weighted toward the 

more productive and higher paying activities. 

The e-migration of Egyptian workers is of two-fold importance to Egypt's 

dorestl.c employment situation, on one side by reducinq the size of the 

lobL.r force resident in Egypt (the supply of labor) and on the other 

side 1-y raising internal demand through the income effect of reittances. 

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

emigC'rants. It seems unlikely that there will he much of a rot increase J11 

the million or so workers now abroad. Assuming continuation of the oil 

bcom in the oil-producing countries, the uncertainty lies in the 

vlnerability of the Eqyptian emigrants to political charges in the 

countries where they are working. The odds are lood that the emicrants 

will stav abroad and continue to mzake their 2double contribution to 

improving Egypl:'s einpl.oyment situatio.n; but there is enough volatility 

in the Arab Middle East to ji:stify colIcCrn ith the pcossim istic 

possibility of tl'eir being unwillin)cly reptitriated. There is lJ.ttie 

that can be done z,..,out: adj sti'., i. adva .'.to t1 iL" p()ossible retu rn 

in terms of absorbing into Eq. :tIan labor Varket.thorn back th, Where 

there is sccpe 'or action is -)n the Corirm exchanr:, earning scic. 
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0ssntia,
A comfortable foreign exchlanyc po.ion s to m.i Vi Linc 

the relatively high levois of internal demand t:hat ncw qe acrt.. 

r waonahle levels of empIoyment. Of the various nn:urc',,s tornWof 1 

excbnq(e, private investment from the Arab countries ,pd locei aid 

iom all sources are vul 'crablo to polit- uiL change ext.c'nal to !pq''t',t, 

,cvon thouch the odd's look yciod that both will continue, at[Kioh 1e0\:2T. 

Suez Canal dlues will increase with the volume of tra fEic th.oumn 0%. 

(Caii, ! but that will eventually 1evei off despit invs; ments intended 

tD aouble the carrying capacity of the Canal. oil exports wilt .,c .line, 

unl>.ss new fields are located in the Eastern or Western Deserts o 

offshore in the Red Sea. Tourism is a good bet hut that also is partly 

deondent upon political relaitons with the other Arab countries. 

Attention should, thorefore, be directed toward the development AF new 

1i."s of production for export in agriculture, in hwininy, and in 

Tanufacturing, and toward the promotion and marketing of exports tu the 

hnrd currency markets of the middle Fast and the western irdu.ti..al 

ccuntries. Turning to labor absorption in specific branches of ecnomi;: 

activity, agriculture has traditionally played the role of emn.'oe r of 

last resort with wage rates in acriculture fluctuating ini n reat.,ey 

free mrrket facshion in response to the supply of labor. This rale D; 

b,--;mi.ng moie limited in scop.e because of dcv.ialopxents on bo-th th. dwanJ 

and supply sides: on the demand side, as enu.ioned ahove, the i.;ycasn 

dtcqree of mechanization .in ros pinsc to pr, 1.ernt sh1ortC.ages ofJ* awrin,'1 t.u]a' . 

labor may be having an irrevers.ble ,-wnward .iract on demand for Olbr; 

ny personal proposis would be optimistic on this score. 

http:b,--;mi.ng


on the supply side, those who are in the urhan lbor for.. wil . 

increasi.ngly unwi.lling to shift to (or to ret:urn to) rura. .- ivit ie. 

Furt2 ermore, th- phy; icA. scope for expandinq aur.j,'ultur:,_2 tc abs r, 

inci ases in th .- .abor force is limited by the coo" of r.c. n e 

lands for agricultur.a ]urposes even if watur i.s .vai.i:l fr':n the Nile. 

Despi te limitations on the total extent arab land, nowevec:, the 

passhilities for deve]oping prrduction of pre-season and past-se as.:I 

high value crops for export to the uroean market should b, actively
 

explored and exploited. 

Laboi absorption in mining and quarrying will proceed at a confortable 

pace so long as constrLction activity remains at a hi'h level. he 

for bricks and other construction iiatar:ia].s lil3.keep demand fr
leu.d 

c r high but it may call, for (a) more rat i,,nal us' o1 thi,.. and 

surfaces in the Nile valley otherwise available for aqr-iculturQ or for 

future urbai uses which are now beinq chewWed up t.C pLoduce cla, lo 

.icks ann (b) a parti shift to tSe more expensiv,, aqd more .:;npital­

intansive, omploitation of desert s:ands for bri.ck-mraking, i'rro tlc 

pon - .t cf view of the ecomomy's need for foreign exac,..nge, more ext,:ensi,,e 

exp:lor .Licn: for mineral resources which can be exploi.tn- for ;xpw.t 1C 

called for. 

To what extent high levels of construction activity con be maintained 

depends on the state of the public budget. Construction ne.cis, for 

inhfrastructure and for housing, will. contipue to he enormous; but
 

financial resources to satisfy these :..nds are. limited. 'With a biuoyant 

public budget a.nd the pol.ticl. Al.] to carry out g(vernmen.t c ,;s :ynction 

pr rL,s and to prcnot.. private housin-. cnastrur't2on he :.unrtat,,"c: my 

http:exploi.tn
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be only indi rect although still strong. T!,, virtue of constri:c..cii. 

as an instrument for mainta inin., effect ivo idnd i.s thIt t i 1.*.t . 

matcrial .ire. or h. most p.art . i tradable in(.ri;enous 

coistructon aterials; but spillovers into i, port, c:cur t.h ,u.i the 

Fec.:nc16rv CI f:f-ctS of the spendi ng out of ti, incoe-,.s cner:r ted in 

const.-uction. Here a 2ci:2ign o:-chC7(tO pU.. Oiia,4ain, cot frrtae.lc C 

will per mit a high level of .internal ;ictivj. ty. 

There arc, several tricky aspects to consideration of the r-Aoe of 

manufacturing in the future absorption o:f labor in Egypt-. O(,Dr - that 

pulic sector manufacturing enterprises have used for almost two 

uecadts_,, in part. as quasi-welfare institutions whose 1flunction has )oenl 

to provide jobs as much :4s to produce goods. At the same time invest­

mont decisions have not been taen in a on a cost - efficient Ja_:;hut 

r tloe basis of purelv technical and somewhat ideoloqica.e 

consdera t ions. The consequence has often been output which is 

cxpl ie in :ur s of capital input but which woulcd not aprear g, 

.cpI..,11 i.ntornsive relative to the zmrount of labor used bccauvo th 

eIICOueI i.ses are saddled with a good duea! pf redunta-it labor. (Puttinq 

it anther way, the output uses both capital and labor to an exc2ssJve 

d-egee. ) One of the problems faced by the Eqyptian economy is t,. reduce 

the 1.:1!ree of labor redundancy in the public sector mannfacturing 

er.te-nriscs an:1 to produce more efficientiy. Implicitly, therefore, 

the public sector manufacturin,,t enterprises ought to be releasing 

workers for some time on a n, t bsis rather than absorbing additional 

I a :,() I. 

http:frrtae.lc
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The industiral planning process in Egipt itself .eaves much Lo b,
 

desired, whi.e its implementation is arbittary and often erratic.
 

Industrial invesLmcnt is planned Sn I arms of moter ial balances, a1 

Onaive" inp'ut-output technique developed by Soviet pianner; in tI, 

3930s and exported to India and Eqypt through t ic influence of C(haa].os 

Bettelheim, a -rench marxist eco:,o.mist at the Sorbonne, in thc 2150s. 

Decisieng on what commodities should be produced domestically are taken 

by . in' for final s,2hyLi . as in production of qoods rceded cosqm. On
 

.i inteyrn.i(1i, te uses, but of ten wi.thout serious consido.s tior of reis<toe 

c-;st- cA alternative line, of production or of costs of domestic "reduc­

tcon relative to the cost of imports. Subsequent iml.ierentatioir. ot 

planning decis.ons is subject to ideological, political and personAt
 

nntercsts. An interesting case in point is that of refrigerat.or. 

P-mestic pioductien is at present restricted to one public sector company
 

called !eal whose director several years ago was minister of indu. try.
 

Since pioestic demand is far in excess n! the production of Idea,
 

a number of proposals for exlandin production were submitted to the 

.ministryof In.!ustry, which decided to expand production throulh a joint 

venture etoween Ideal and Thomp:son of France*, keepin,. Ideal (whose 

directcr wios at the timc mi.nisteL- of Industry) nxs the sole producer and 

reiectn", jcint-venLure proposals by General Electric and others. The 

wor ers of ideal then went on strike against the proposed joint vnture, 

;. 1 h. ,lr.nds that Mceal d. d not need foreign technical nput WL t. 

'Th,'w son was Putt in, in only a minimal a,,ount of capitol; the si:droi 

forced ab..ndor m,.nt oif the joint venture. C'ense.entlv, after perhaps 

i. e o'.ar.f. discussion and negotiation , there has st i2.l Leon nk:; 

F:,et twn of Eyyptian Wn dustr:ics, '.ar LBook 1978, Cairo, L978, p.8of : t i . ,,0 "*na,,n ring [ndust .,s." 

http:refrigerat.or
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expansion of the domestic production of refrig'>rators in F,jypL. hy. 

way of contrast, the decision was taken in 197 or 197) to opcn up, 

production of washing machines to the pri.vatO secCtor, and there ,i-c 

now dozens of small producers desicning and man ufaturing a varieLy 

of washing machines (whose motors are iimported). 

Expansion of private soctor manufacLuringj (in keepin. with AID's i leo­

loic al predeli ctions) should iwurov the cfficient:,, of F.ypt s industrial 

ouItput J' the expansion is rapid 0mough, it vi.1 more .han compc:rsane 

for ,-ho desired thinnin., out of the mpoye, i: u, cr .­personnl P..." 

maiufacturina and will contribute to ansorpLion of ircreiscs i:1the the 

!al;1rZ fce. With risingc incomes, itL wil) be ecrcssrv to satisfy 

ivcreasc'd requirements for basic consumption qoods (textiles, :lothing, 

fC)cotwuir, standard household artcle,) as well zi, demand for the range of 

.ch,'licai household applianceit and other sophisticatc-d consumer ar ticles 

w ,ich are now primairly import goods. An easy foreign exchange situation 

.i.s in this area to assur, sup:,lies of raw materials and inrned1at: 

goods. Although that may also imply sharpened competition froii impo)rts 

of the f.inal goods, .It is also obvious that additional investm-n ts in 

plant arid equipment will1 c: needed. 

The question of the directions thatt industrial investment ought. Lo be 

e.-ncouraqed to take is a de]licate one. In view of the likely p].kthora 

I'' ,
of r n in Ecypt in the medium to 2on,.l run, i.t *s clear that labor­

us nj r -athertha...l --savii ,prollug-tie:, techr c.ucs <;oialt in ,e.!I:, 
to be categoric when t.L coires t, Cns i,.hr: f o, of ther c:']at ye 

intciis;itv of capital il. the p rodu n..:,.r aces S ,nusL ;tiru.I . !ht e
 



i 

(a) choice of technique for producing a given product and (M) choico: 

of product in the light of the cost structure of different product 

1ines. 

Srall scale private sector industrialists in Eqypt are acutely aware 

relative factor prices in their own lincs of proda. ction. They use 


technologiesappropriate to the factor prces they face a-nd do 
 so oil
 

a' ration al basis, integraLing !a oi- i ten:- sLeps into semi ­, autol 

producticn jrocessos where Icw wacap rat , make. At us, of .. bor-iH. , 

uechn.iqucs .loss cost.ly. Two ey.ampl.iLcs imav bc : '0ed. One i.s th, use () 

hard-oper ited silk screens at one stop of who pr Lntinq of fabrics on.,! 

plartic autLorials where the relatively sw.,i]l a,,ntities produc:d wopl. 

mote ovcT.y automatic mcthod, cons i lerhv r.lOLe Cxpe i ,c. "..: (othur 

the lack of i r'hibitons aborut acquiring .u;d using secon hancd mach ine 

which is (a) often better adcptd to t.: i.nteqratlon of semi-ski1.1,nd 

labor into the pro-luction process than would he a more modern high-sp 

machine, and (b) labor-intens.ve in ity m.intenance. .T the unit cos 

of lnhot stays low relative to the cost of capital, Egyptian entreprel 

will rspond appropriately to such market signals. 

What dominates the relative intensity .picture, however, is product 

choi,:e since scme production priocesses ai:e inherently mor, capjtol­

intensive than others: production of plastics goods by c:-tru,.ion is 

ralative-']y cop.ital intensive; qarmont making in re].atively . ahor intel 

M'.iative t actor should, course, th,prJ.ces of affect entrepreneur't 

ch"ice of product: .sh M.l! as hN:: ":o.ja,' -F [ehnlt:, a tLouqh wa.th resT 

to comply nowetely ]. ,.s of insvtm m nL uLht. ',r fi'wr ,,nter .in, include.7 ( 

amour. :2 capital av.ilablo to a L-11VCH P.adu, y.: 

http:labor-intens.ve
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From the 6int of view of national comparativc advantage, it suc,,, 

reasonable to encourage labor intensive lines of production for cxp ' 

This should, however, be regarded primarily as a means of earning 

foreiqn ex:change rather thian as a direct solution to the employment 

problem. It is the aailability of foreign oxchiaiqe which will pern' 

ex:,ansioi± of aggregate -iemand in other areas where labor abso[.,t.ioi 

likely to be areator. 

The b~ulk of thc labor force will. continue to be absorbc.d into Lradu, 

transport, dnd services. In the commerc.ial parts of these bi:ichi.s 

(that is, outsido of public administration, cduciz ofl , relP.i or LII 

the sccial ser-:cos), the intenitv of icmp.]oyment (or its other face 

the incomes anercated) will reflect the state of a-;recjate demand 

derivin, from the le''e1 ef activit; in the (,oods pro'duCing branches. 
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Il1ications for AID PISo__jects 

Three aspects of actual or potential ATD projects which relate t,, 

empicyinnt are coinmiended upon below: the need for a comprehensive 

laboe- rnarket study; industrial development; and urban pol.icy. 

- A Study of the Labor Market 

An obvious and neccosary firststep for AID to make its interest in 

Eqypt's employment problem effective is to commission a comprehonsivc 

labor n.rket study which would: 

(a) cxuloit ex:isting but mostly unprocessed date available in the 

cemputer tape files at the Central Agency for Public Mobilizatior 

and StcIt.astics (CAPM!AS) ; 

(b) CLi-Id additional surveys where needed. For example, the existinc 

Libor F ,rce Sample Survey, which if collected annually except for 

C. nsus ,ears, should be developed along two lines: by adding u 2.t..Lo,­

on 	 wacw-ea minds; and by carrying out quarterly surveys of sub-samplR 

-.f the annual survey sample. Another need is for an up--to-date 

enumeration of small scale enterprises in manufacturing and in L-(erv[c 

which could also be used as the statistical tr:.ne for a mriore dotailec 

sarmple su:-vey along the lines of the l.WO'z urban informal sector stuc 

C,.,.S is willing and abIc: to carry out new surveys and to process ti 

c.,ta in its files, but j-,can do so only if it is provided with the 

necessary budgetary resources; 

(c) integ':atc into a broader framework the results of the Michiqran 

State University rural neon-farm survey and the micro studies that ma 

eventually be generated 1-v the proposed small scale ]"nterpr £5e-

Credit and Advisors project of the USAID mission's Office of r'.inalicC 
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(d) produce an analysis of the functicninq of the laihor market and 

the im j;!rt of such factors as emigratiorl, government rolicies, and 

..nflation on '.:age determination. rJThere are a number of competent 

Eqy:-tian researchers who could participate in such a study but they 

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

IndLAtrial Development 

A prcbletmn of direct concern to AID is how to get its projects affecting 

ind,;strv to cont'ibute both to raising the efficiency of production 

and to increasing employment. Asrsuring the availability of raw 

mtials through the Commodity In'port Program does both. It is in 

ioleition to t' ehpan..ion of industrial capacity through loans for 

new i:nvc:t: t.t that a conflict can arise to the extent that relati\,o 

f -ct,., are by or subsidies?rices distorted e:.:plicit implicit to 

interest rates. 

There is a gcri=1 bias in favor of capital-using techniques implicit 

in the relatively low rates of interest at which the formal sector 

financial institutions in Egypt qrant credit; indeed money interest 

rates are below the rate of inf]. :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. In most such cases, the borrower is obligated to repay in 

foreign currency (e.q. Emo-dollars) and therefor bears the exchange 

risk implicit in having wit:h 1l!.. Since the .ch ine rate is likely to 

,Idjust to differences in :-tes of inflation, the real interest rate in 
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Ecjypt will x'rais,.d if dcmstic price inflation in Egypt is faster thin 

world price inflation. if the government bears the exchange risk, as
 

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

VD can push fcr higher interest: rates in general., but it is difficult 

to insist on hiqher rates for second staqe lending only out of AID fun 

if othur rates are not raised particuiariv when Lvpti.an foreign 

curronc. availabilities are as huc'V.,-,t as Lheoy ore at. present. A 

possikle sho. cut is to isist on shadow pric.nq of interest by the 

in ..::modiacy lendin instituti.on when deciding which loan applicaions 

will Le ailoca.ei funda, provide.do that the demand for loans exceeds th( 

supply sG th1 it makes sense to ration credit 

!O
,, ',grb~inio :c\" 

Urlan poli -v in intimately linked with employment trends, the location 

of new industry, and investment in infrastructure. The rapid pacc of 

urbanization in Ecrypt makes it necessary to face up to both the future 

v:pnsicn of Cairo and th, developr.ant of secondary urban enters. 

Eay;t's urbaniation over the paist decades has been dominated by the
 

orc'twh -" m'otropolitan Cairo which in 1976 contained close to 50 percei 

of Eg;ypt's urban population and ovar 20 percent of the country's t:otal 

Population . Thrn not the sliqhtest doubt thait Cairo will c'ziti.rU'. 

to ,.....,cL'.., opuluk:ion, 1aboh r, .t":actin.; ',dd IticnaL force, and economic 
activity. Th. city's position as r..ill, major m-r L;t,-litia', 


pr imary industrial arca, aJ ouwo::,,tionl ,and cult:ura], cnoter gua :te 

cc tin ef "'at: :., - ;arid c' 'Icche ocveri 'entation I -!" ,-- w q ii :h. " 

e jfou tv to. channel mt, o ur -an jrowth away fLr' Ca Lr:; by unaco) LIC inc 

http:c'ziti.rU
http:provide.do
http:ailoca.ei
http:instituti.on
http:Lvpti.an
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the develupment: of existing. provincial ubanr cenrters, , by "abui ldin-1 

th Suez Canal cities, and by pronotinq new deytrL towns are tu he 

anpe]. aidec and should be supported; but they wilt not rarked].y 0-ini, 

either the future growth or the pr imacy uf the Cairo mptro;olit,-, arci 

":ajor resources for blanning and the constru:tion of infrastruc Lure 

and housing will have to be devoted to the Cairo metropoli tan a 2.. 

Metropolitan Cairo wi.. continue its expansion upless strong hi vri rs 

ore erected to stop industries from. 7ocatinq there-which iis not at all 

In the ccntext of decentralization, the Suez Canal cities are the miost 

prc,:y.isi1g ]owalities from the point of view of employment. The (anal 

c]tos hvo A.raaC'y u.leci back many of the refugees of the 1967--1973 

war years. Reconstruction absorbs a considerable labor force. TnL'h 

Free 7w:o - in the Canal area should attract foreign industrial i.iinast . 

who will pull Egyptians into joint ven..uros. The Canal cities, 

pa:ticularly Ismailia, have the advantage of enough space for physical. 

expansion and will inevitably attract subsidiary manufacturiny .nLte­

pr.s c.. as well as trade and services. 

Alex:dria's cccnonic b.:se will qrow because of the relative sop.'hir:tic 

t.on of its .cp Lion and its physical area wil.l spread since t]hVIU 

pl- -xiLy -)L rocm for expansion of indu,.trial gonen into the nearby fin,'e 

of the Wrtorn, Dcsert. The latter will remain an inteqral part of 

n-' :,atr Al.exandri-1a .ot:rupol.itn are-a, in the Fame way that Hulv ,an . n. 

Shubra el Kh'-,ima are part. W t - yr.at., . .o ,. trapolitan arca. 

i 



Small sLu enterpri-eCs Lend to develop out o th. :ocial con text of 

Qi.,t." ,ummunitius: resident e: Lrepr,.e'n irs develop ,-ctivitios i.n the 

-co.vm. ! icy whou they 1.iv.:; local n:vnckts aro imporkant, at: leasL 

J CA. .nd labo.-or .i s of KL 11v; Lho ce c'Qmpo) ed mem-.'rs 'he 1actA1 

-o,op:Ls2 ... Cr " oop]a rfrom neC, rb, areas. This is Lho c;a:e both for 

.airo and for the icr ci.s F the Delta Lnwns have enounh of02,?.Ynv 

z locail VCo'!orC'e bas, La Q\',oj' urbirn econo, ic activitie-..s in t-h, coming 

ye:.irz Whit sh:ould be exp.]o.e,. in the- qiuost ,n of how to expand 

ind .'-,tr.' .'.' vity in Upper V ,pt. 


