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Despite the consensus on the importance of stimulating economic diversification
and structural transformation for growth and development, as well as enhancing
resilience in the face of increasing global challenges, this remains a significant
challenge for the Egyptian economy. This challenge is a primary reason for
Egypt's inability to overcome the middle-income trap and transition to a path of
high and sustainable growth.

This paper conducts an in-depth analysis of the results derived from one of the
most prominent methodologies employed in studying economic diversification,
which is still underutilized in Egypt: The Economic Complexity and Product
Space methodology. The paper has two objectives: firstly, to analyze the evolution
of the complexity of the current structure of the Egyptian economy; and secondly,
to review potential diversification pathways, with a focus on those that stimulate
structural transformation in light of the findings of this methodology.
Additionally, it discusses the limitations of this approach and evaluates the
consistency of its findings with previous studies, as well as with the objectives of
the national structural reform program.

The analysis revealed the limited complexity of the Egyptian economy from 2000
to 2021, highlighting its lag behind many international and regional competitors.
Despite this, Egypt leads the first group of countries in terms of its ability to
diversify its export structure, according to the methodology's findings.

The paper proposed an initial list of key products that could be included in the
strategy for diversifying Egyptian exports. This list includes approximately 272
products with a complexity level above the overall average and, at the same time,
close to the current production capabilities.

The paper concludes with a set of suggestions to enhance Egypt's efforts to
achieve economic diversification and structural transformation. It emphasizes the
necessity of finalizing a clear and sustained strategy for economic diversification
and structural transformation with more detailed sectoral targets, alongside
supportive institutional and regulatory frameworks that can efficiently manage the
process and respond to international, regional, and local dynamics. This includes
utilizing modern scientific methodologies to determine targets, design policies,
and establish monitoring and evaluation mechanisms.



The paper also highlights the importance of classifying all productive
establishments in terms of their current and future capabilities for growth and
export, and increasing the complexity of products to design appropriate policies
and incentives. It recommends adopting policies that incentivize private sector
investment in R&D and continuous efforts to improve the business environment,
enhance competitiveness, and lower transaction costs, especially for SMEs.
Finally, it underscores the importance of continuity, succession, and
comprehensiveness of policies that stimulate overall and sectoral productivity as
the pathway to a high growth trajectory and the creation of qualified jobs

Economic diversification- Structural transformation — Product space
methodology - economic complexity index
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Al gall 3 jlaal) iy JIA e Jsall dpalisy) JSbed) a5 4l )3 (Hidalgo 2009) 4wl <wld
Gy Al 52 5 58 I L | Dilse Jl laiiall s 0 ) ilea 535 2005 -1962 50 JSa
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ol G il 5 e Undl) €Ll (G Ailiaal) Aall (e o) ) 5 sl e Jnill 5 o ) sl
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LAl asiill pad dilas b claiidl s galaBV) 2l dmgie addind S il al
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.(Hausman et al. 2014 ) 4 slhaall 4alsy) &l jaal)
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EC] =——
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Mg 3 S asiall K 5 s bl Gl a1 stdey s daw sid) Jiat <> ) Cun
I Alalaal) aladia) 2 colaiial) At (5 she e g
0-< Q>

PCI = =
stdev ( Q)

E> = Eigenvector of M, associated with second largest eigenvalue

Agall &l jabia  Maa) ) Lo e (g Lo A g0 das dand oy Cun (RCA 3o Ul daanill 3 5l Glua 4 Balassa dswa Ao slaic ) 25 7
) Alsbaall DA (e el g ccnilatiall A4S G alladl il jola laad ) aeial) i (g allall )yl Fmn ) U it Cilainall 288 (0
RCA., = Xep /Z” Xep
YeXep' TeXep
O Lo CBURY) Sy Y (i Al ey Jad LISV 5 sl s 53 A e s ol pa) DA (e (S Apualy ) 3k pladid o3y 8
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.(Hausmann and Hidalgo 2011) 4xl_» 4] clia i le g4 9 el Asall 23Ul e

_eskiddlaal of (Hausman and Klinger 2006) ) 5 ciaua sl caieil) a sgie e slially
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Sl s ¢ AT it ZlarY Lo 30U Gl ae La pxite LY 4 sllaall e siall & Jlaill (520 iy g2

Aglitia LaglS e sie il 1Y) ol jlEke (laiiall (L8
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Clatid) g 4SS any (Say 3ol Al #1550 S Proximity <l 4 sieas Cluas
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T 355 s sl JSU 8 el cilatiall ZEST QS s canlisy Ao 3 o laall 5 a siall 4l
Global Al cilaiiall jia N JSGN mm gy canl gl e Led 8 alall Al 5 50all e
.2021 2 Product Space

)

.arvard university, Growth lab, Atlas of complexity at: The Atlas of Economic Complexity (harvard.edu): juasll
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Clatie A5 jaall S je (8 28 Clatic de gane aa 5 Cua ¢ uall Guiladaxe (1) JSAII (e maly
Ll IS, 3 sally laea Wl ) Jasi 55 g el Y1 e (g 5al 5 ¢l Lpanay JuaiVl) S
5 a5 YY)l ey Sl g Walig ) o 55 Gl ) e 6l cdlsnd) e Yl
ASLE 38 ye (B A S

a6 G 5 mally Gal Cua AN 5 alal) ol 5 )l aseda o ladiall e sede Calidy
o Legadga ity L 5 JI s e e suial 5 530kl Gudla) Clatia cpn Le o)l

16



aall) Ll Allis 8 Laghalii ) (ha a1 LagalS1 4y sllaall Aalisy) e siall CSERY 1 lai ASu)
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A 3 30a0 Lo g0 Lo jaal il claiall g ALl iy 3 g (a8 siall 2l Hi5e g CO
Alaall i 5 lld g claiiall 228 S8 da 2 A ye Ll Lealiily A gall o &3 Y 31 colaiiall § Aad o

-30l)

col, = 2(1 — dey)(1 — M.,)PCI
p

Vo 138 SV cilaiiall (o 8 Al sall 038 () @l jiay Lo Al sal a8 giall agadll ydige da o) ) LalS
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ool ay g5ill ) jlise Aoy )l 2 gy A sl (GOLQBY) el A )0 a8 giall dall e 45 iy g
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Parsimonious industrial policy Light touch
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.Harvard university, Growth lab, Atlas of complexity at: The Atlas of Economic Complexity (harvard.edu) : i</

(2) Jsa
claiiall g 48l diagie aladialy gdba®Y) g il il e

o 13 T claie I QYL L) rans 4l e sia Lgal il Jsall o (2) IS (e (i
Light ) L cauliall aysiil) jlase Ao sty aail) cila 50 e 4 )0 Ll Wl a5 ccilaiiall jus
QLY ZUad addie aBgle el jdses afi e el e L Al Jsall Law (touch
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Zliag gd L 5 chasiall Lo liall Jsall AlaS ay sl (g 5 e Chdiiind LY s G o K5
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.Harvard university, Growth lab, Atlas of complexity at: The Atlas of Economic Complexity (harvard.edu) : sl
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Name Sector Identification Strategy
Soybean oil Agriculture intensive margin
Sunflower seed oil Agriculture intensive margin
Other vegetable fats and oils Agriculture intensive margin
Vegetable fats, hydrogenated Agriculture intensive margin
Margarine Agriculture intensive margin
Animal or vegetable fats and oils, processed Agriculture intensive margin
Sugarcane & sucrose Agriculture intensive margin
Other sugars Agriculture intensive margin
Confectionery sugar Agriculture intensive margin
Chocolates Agriculture intensive margin
Pasta Agriculture intensive margin
Cereal foods Agriculture intensive margin
Bakery products Agriculture intensive margin
Pickled fruits and vegetables Agriculture intensive margin
Tomatoes, prepared or preserved Agriculture intensive margin
Other vegetables, frozen Agriculture intensive margin
Other vegetables, prepared or preserved Agriculture intensive margin
Jams, jellies and marmalades Agriculture intensive margin
Fruits and nuts, otherwise prepared Agriculture intensive margin
Fruit juices Agriculture intensive margin
Coffee extracts Agriculture intensive margin
Yeasts Agriculture intensive margin
Sauces and seasonings Agriculture intensive margin
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Soups and broths Agriculture intensive margin

Food preparations n.e.c. Agriculture intensive margin

Starch residues Agriculture intensive margin

Other manufactured tobacco Agriculture intensive margin

Tanned hides of bovines or equines Agriculture intensive margin

Tanned skins of other animals Agriculture intensive margin

Bovine leather further prepared Agriculture intensive margin

Tissue Agriculture intensive margin

Other uncoated paper and paperboard Agriculture intensive margin

Carbon paper Agriculture intensive margin

Toilet paper Agriculture intensive margin

Notebooks Agriculture intensive margin

Unused stamps Agriculture intensive margin

Bobbins, spools, cops of paper Agriculture strategic bets

Bobbins, spools, cops of paper Agriculture parsimonious industrial policy
Ice cream Agriculture parsimonious industrial policy
Paper labels Agriculture parsimonious industrial policy
Sausages Agriculture parsimonious industrial policy
Packing boxes Agriculture parsimonious industrial policy
Corrugated paper and paperboard Agriculture parsimonious industrial policy
Fiberboard of wood Agriculture parsimonious industrial policy
Other printed matter Agriculture parsimonious industrial policy
Milk Agriculture parsimonious industrial policy
Malt extract Agriculture parsimonious industrial policy
Particle board and similar board Agriculture parsimonious industrial policy
Other paper cut to size Agriculture parsimonious industrial policy
Other prepared or preserved meat Agriculture parsimonious industrial policy
Carbon Chemicals intensive margin

Ammonia Chemicals intensive margin

Sodium hydroxide Chemicals intensive margin

Chlorides, bromides, iodides etc. Chemicals intensive margin

Carbonates Chemicals intensive margin

Acyclic alcohols Chemicals intensive margin

Esters of other inorganic acids of nonmetals Chemicals intensive margin

Wadding, gauze and bandages Chemicals intensive margin

Nitrogenous fertilizers Chemicals intensive margin

Phosphatic fertilizers Chemicals intensive margin

Potassic fertilizers Chemicals intensive margin

Mixed fertilizers Chemicals intensive margin

Prepared pigments Chemicals intensive margin

Paints and varnishes, nonaqueous Chemicals intensive margin

Paints and varnishes, aqueous Chemicals intensive margin

Glaziers' putty Chemicals intensive margin

Essential oils Chemicals intensive margin

Mixtures of odoriferous subtances Chemicals intensive margin
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Hair products Chemicals intensive margin

Dental hygiene products Chemicals intensive margin

Soap Chemicals intensive margin

Cleaning products Chemicals intensive margin

Gelatin Chemicals intensive margin

Dextrins and other modified starches Chemicals intensive margin

Activated carbon Chemicals intensive margin

Finishing agents Chemicals intensive margin

Organic composite solvents and thinners Chemicals intensive margin

Mixed alkylbenzenes Chemicals intensive margin

Polymers of ethylene Chemicals intensive margin

Polymers of propylene Chemicals intensive margin

Polymers of vinyl chloride Chemicals intensive margin

Polymers of vinyl acetate Chemicals intensive margin

Polyacetals Chemicals intensive margin

Plastic tubes and fittings Chemicals intensive margin

Other plates of plastics, noncellular and not reinforced Chemicals intensive margin

Baths, sinks etc. Chemicals intensive margin

Other plastic plates, sheets etc. Chemicals strategic bets

Polyamides Chemicals strategic bets

Compounded rubber Chemicals strategic bets

Pigments, nonaqueous Chemicals strategic bets

Medicaments, packaged Chemicals strategic bets

Glues and adhesives Chemicals strategic bets

Vulcanized rubber plates Chemicals strategic bets

Lubricants Chemicals strategic bets

Unvulcanized rubber rods Chemicals strategic bets

Silicones in primary forms Chemicals strategic bets

Vulcanized rubber tubes Chemicals strategic bets

Conveyor belts of vulcanized rubber Chemicals strategic bets

Other articles of vulcanized rubber Chemicals strategic bets

Ketones and quinones Chemicals strategic bets

Medicaments, not packaged Chemicals strategic bets

Packing lids Chemicals strategic bets

Packing lids Chemicals parsimonious industrial policy
Other plastic plates, sheets etc. Chemicals parsimonious industrial policy
Plastic builders' ware Chemicals parsimonious industrial policy
Other paints and varnishes Chemicals parsimonious industrial policy
Toiletries Chemicals parsimonious industrial policy
Hard rubber Chemicals parsimonious industrial policy
Medicaments, not packaged Chemicals parsimonious industrial policy
Vulcanized rubber tubes Chemicals parsimonious industrial policy
Pigments, nonaqueous Chemicals parsimonious industrial policy
Medicaments, packaged Chemicals parsimonious industrial policy
Vulcanized rubber plates Chemicals parsimonious industrial policy
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Insecticides, rodenticides, fungicides, etc. Chemicals parsimonious industrial policy
Other articles of vulcanized rubber Chemicals parsimonious industrial policy
Compounded rubber Chemicals parsimonious industrial policy
Electric heaters Electronics intensive margin

Monitors and projectors Electronics intensive margin

Parts of radios, telephones, and T.V.s Electronics intensive margin

Insulated electrical wire Electronics intensive margin

Electric signal and traffic controls Electronics strategic bets

Electrical insulators of any material Electronics strategic bets

Electrical insulators of any material Electronics parsimonious industrial policy
Water gas generators Machinery intensive margin

Hydraulic turbines, water wheels and regulators Machinery intensive margin

Industrial furnaces Machinery intensive margin

Household- or laundry-type washing machines Machinery intensive margin

Gas, liquid or electricity meters Machinery intensive margin

Appliances for thermostatically controlled valves Machinery strategic bets

Equipment for temperature change of materials Machinery strategic bets

Transmission shafts Machinery strategic bets

Other lifting machinery Machinery strategic bets

Parts and accessories for metal working machines Machinery strategic bets

Machinery parts, not containing electrical features,

n.e.c. Machinery strategic bets

Pumps for liquids Machinery strategic bets

Machines n.e.c. Machinery strategic bets

Pumps, compressors, fans, etc. Machinery strategic bets

Dish washing machines Machinery strategic bets

Molding boxes for metal foundry Machinery strategic bets

Refrigerators, freezers Machinery strategic bets

Ball or roller bearings Machinery strategic bets

Gaskets and similar joints of metal sheeting Machinery strategic bets

Other engines and motors Machinery strategic bets

Parts of musical instruments Machinery strategic bets

Parts for use with hoists and excavation machinery Machinery strategic bets

Refrigerators, freezers Machinery parsimonious industrial policy
Machinery for soil preparation or cultivation Machinery parsimonious industrial policy
Powders of iron or steel Metals intensive margin

Flat-rolled iron, width > 600mm, hot-rolled, not clad Metals intensive margin

Flat-rolled iron, width > 600mm, cold-rolled, not clad Metals intensive margin

Hot rolled bars of iron Metals intensive margin

Wire of iron or nonalloy steel Metals intensive margin

Other bars and rods of other alloy steel Metals intensive margin

Structures and their parts, of iron or steel Metals intensive margin

Tanks etc. < 300 liters, iron or steel Metals intensive margin

Nails and similar articles of iron or steel Metals intensive margin

Stoves and similar non-electric appliances of iron or

steel Metals intensive margin
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Copper wire Metals intensive margin

Nickel tubes and pipes Metals intensive margin

Unwrought aluminum Metals intensive margin

Aluminum bars Metals intensive margin

Aluminum wire Metals intensive margin

Aluminum plates > 0.2 mm Metals intensive margin

Aluminum tubes and pipes Metals intensive margin

Aluminum containers, <300 liters Metals intensive margin

Household articles of aluminum Metals intensive margin

Lead refined unwrought Metals intensive margin

Razors Metals intensive margin

Screws and similar articles of iron or steel Metals strategic bets

Other articles of iron or steel Metals strategic bets

Tube or pipe fittings of iron or steel Metals strategic bets

Knives and blades for machines Metals strategic bets

Flat-rolled products of stainless steel of a width < 600

mm Metals strategic bets

Springs of iron or steel Metals strategic bets

Interchangeable tools for hand tools Metals strategic bets

Other cast articles of iron or steel Metals strategic bets

Other articles of aluminum Metals strategic bets

Flat-rolled iron, width < 600mm, clad Metals strategic bets

Aluminum structures (bridges, towers etc) Metals parsimonious industrial policy
Other cast articles of iron or steel Metals parsimonious industrial policy
Copper bars, rods and profiles Metals parsimonious industrial policy
Other articles of iron or steel Metals parsimonious industrial policy
Stoppers, caps and lids of metal Metals parsimonious industrial policy
Other articles of aluminum Metals parsimonious industrial policy
Cloth of iron or steel wire Metals parsimonious industrial policy
Tanks etc. > 300 liters, iron or steel Metals parsimonious industrial policy
Flat rolled iron, width > 600mm, clad Metals parsimonious industrial policy
Wire etc. used for welding Metals parsimonious industrial policy
Springs of iron or steel Metals parsimonious industrial policy
Other bars and rods of iron or nonalloy steel Metals parsimonious industrial policy
Salt Minerals intensive margin

Natural sands Minerals intensive margin

Clays Minerals intensive margin

Natural calcium phosphates Minerals intensive margin

Marble Minerals intensive margin

Gypsum Minerals intensive margin

Cements Minerals intensive margin

Petroleum oils, crude Minerals intensive margin

Petroleum oils, refined Minerals intensive margin

Petroleum gases Minerals intensive margin

Petroleum jelly Minerals intensive margin
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Flagstones, of natural stone Stone intensive margin
Worked building stone Stone intensive margin
Asphalt Stone intensive margin
Plaster articles Stone intensive margin
Unglazed ceramic flags and pavers Stone intensive margin
Glazed ceramic flags and pavers Stone intensive margin
Ceramic sinks, washbasins, and similar sanitary fixtures Stone intensive margin
Other ceramic articles Stone intensive margin
Glass balls Stone intensive margin
Float glass Stone intensive margin
Glass containers for conveyance Stone intensive margin
Glassware for interior decorative use Stone intensive margin
Glass fibers Stone intensive margin
Gold Stone intensive margin
Other articles of precious metals Stone intensive margin
Grindstones Stone strategic bets
Avrticles of cement, of concrete or of artificial stone Stone parsimonious industrial policy
Multiple-walled insulating glass Stone parsimonious industrial policy
Wool, combed Textiles intensive margin
Raw cotton Textiles intensive margin
Cotton yarn of > 85% Textiles intensive margin
Woven fabrics of cotton of > 85% weighing < 200 g/m2 Textiles intensive margin
Woven fabrics of cotton of < 85% weighing > 200 g/m2 Textiles intensive margin
Synthetic sowing thread Textiles intensive margin
Acrtificial filament yarn Textiles intensive margin
Woven fabrics of synthetic filament yarn Textiles intensive margin
Synthetic staple fibers Textiles intensive margin
Yarn of synthetic staple fibers, not for retail sale Textiles intensive margin
Yarn of artificial staple fibers, not for retail sale Textiles intensive margin
Woven fabrics of > 85% synthetic staple fibers Textiles intensive margin
Nonwoven textiles Textiles intensive margin
Carpets, knotted Textiles intensive margin
Woven carpets and rugs Textiles intensive margin
Carpets, tufted Textiles intensive margin
Other carpets Textiles intensive margin
Men's overcoats, knit Textiles intensive margin
Women's overcoats, knit Textiles intensive margin
Men's suits, knit Textiles intensive margin
Women's suits, knit Textiles intensive margin
Men's shirts, knit Textiles intensive margin
Women's shirts, knit Textiles intensive margin
Men's undergarments, knit Textiles intensive margin
T-shirts, knit Textiles intensive margin
Sweaters, pullovers, sweatshirts etc., knit Textiles intensive margin
Babies' garments, knit Textiles intensive margin
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Other garments, knit Textiles intensive margin

Men's suits and pants Textiles intensive margin

Women's suits and pants Textiles intensive margin

Men's shirts Textiles intensive margin

Men's undergarments Textiles intensive margin

Women's undergarments Textiles intensive margin

Babies' garments Textiles intensive margin

Garments made of textile felts and nonwoven fabric Textiles intensive margin

Activewear Textiles intensive margin

Shawls, scarves, etc. Textiles intensive margin

Other clothing accesories Textiles intensive margin

Blankets Textiles intensive margin

House linen Textiles intensive margin

Curtains Textiles intensive margin

Bags for packing goods Textiles intensive margin

Antiques >100 years Textiles intensive margin

Medical, dental or veterinary furniture Textiles strategic bets

Wadding of textile materials Textiles parsimonious industrial policy
Prefabricated buildings Textiles parsimonious industrial policy
Seats Textiles parsimonious industrial policy
Other furniture and parts Textiles parsimonious industrial policy
Felt Textiles parsimonious industrial policy
Buses Vehicles intensive margin

Parts of motor vehicles Vehicles strategic bets

Cars Vehicles strategic bets

Parts of motor vehicles Vehicles parsimonious industrial policy
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