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Growth Pattern of Manufacturing -

Sector in Egypt, 1950-1970.

1. Considerable industrial expansion has taken place in Egypt
over the last decade, 1952-1961; many industries have increased their pro-
duction three to five times, and new lines of manufacturing have laso been
established. The process of industrialisation has, in fact'entered, since
1952, a new phase marked by direct and extensive public investments, together
with a new policy based on more comprehensive economic planning than ever
existed before, The present note analyses the pattern of developmeni of the
manufacturing sector duriﬁg the twenty. years, 1950-1970. The aim of this
analysis is to indicate, with such datz as are available, the growth, in
particular, of three groups of industry, viz., consumer-goods, intermediate=-
goods, znd capital-goods industries. The note corclucdes with some remarks
on the growth pattern of these three. groups of industrj during the next
five years 1965-1970 for which period the planners in Egypi ace now draf-

ting the programmes of industrial development;

2. Mznufacturing sector has been divided inio three categories,
producing consumer-goods, capital-goods and intermediate goods, The first
category comprises those industries which produce goods that are required
for final consumption; the second category (viz., capital-goods) comprises
industries manufacturing goods which help to maintain or increase the stocxk
of capital in the economy; and the third category (viz., intermediate-goods
industries) comprises those industries which. produce goods that are requir:d
for current use in other industries, Needless to say, the hiétinction
between these three categories of industries is not very precise, and the
difficulties of classification are particularly great in the case of some

industries the output of which goes to & widezange of industries, Further sane major
groups of industry ‘comprises, ,seve.ml-_'sub-bz;anchesiof 3ndnstzy producing & variety of artides

~
.
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belogéing to the three categoriesl). We have, however, assigned each major
grpép of industry to one of the three catégories if at least 75 per cent of
;€s~total net output appear to be obsorbed by the sub-branches which belong

/%o that particular category.2)

A distinction has, further, been made between intermediate goods
for the production of consumer-goods and intermediate goods for the produc~
tion of capital-goods,.Phough this distinction is easy to draw at the ana-
lytical level, it is difficult to make an estimate of the actual amounts
used of intermediate-goods for the two purposes, The estimates given
(Table II) are based on certain assumptions, The Census of Industiral Pro-
duction figures givé the output of the ’'individual branches of the major
groups of industry. Guided by these figures, we assumed certain percentages
to represent the proportion of the volume of production; of the major groups
of industry producing intermediate-goods going to the two categories, Wwiz.,

consumer and capital-goodsB). As the share of the net value added by the

1, For example, the metal products group of industry comprises, according %o
the classification followed in the censuses of industrial production in
Egypt, up to the 1958 Census, the following branches of industry: doors and
windows; sanitary fixtures; metal furniture; house tools, table cutlery and
plate; galvanized sheet-iron products; stovegjmotor vehicles spare-partsj
nails; and other metal products,

2. There are also certain other difficulties of classification, the most
serious are probably those for the intermediate-goods, See: K.N. R&} and
A.X. Sen, "Alternative Batterns of Growth under Conditions of Stagnant Ex—
port Earnigns, "Oxford Economic Papers, Vol, 13, No. 1 (February,1961) ,P.45.

3, For exgmple figures of the net value added by the individual branches

of the Chemicals group of industry in 1960 were as follows (figures in
million pounds): Basic chemicals (1.1) Fertilisers (6.2); Vegetable and
animal oils and fats (0,6); Varnishes and paints (0.1); Preparation of drugs
(1,3); Soap and cosmatics (3.4); matches (1.2); Liquid gases (0,3); other
chemical products (0.4)., One can therefore assume that about 50 percent of
the net value added by the chemicals group of industry is absorbed by in-
dustries producing goods required for the consumer-goods industries «- ..
category, ' 4
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capital-goods industries in the manufacturing sector was very small at the
beginning of the 'fifties and the' sixties (viz., 2 per cent and 4 per cent
respectively-Table 1), we also assumed that the greater part of the output

of the intermediate-goods industries was devoted to the needs of the consumar-
goods industries group,

If these assumption are correct, it could thus be possible to
develop a highly simplified two-sector classification of the manufacturing
industries, according to the use made of their products. These two sectors
are:1) the consumer-goods sector including those industries which contribute
to'the production of consumer-goods; and 2) the investment-goods sector

including those industries which contribute to the production of capital=-
goods (Table III).

3 Sources éndJLimitaQions.6f'Daté;‘

Statistical data about the output of the manufacturing sector in
Egypt are stanty. The only data regarding the value of output of the manu-~
facturing sector, avaliable for the earlier years, are from the Census of
Industrial Production (C.I.P.). More recently an attempt has been made to
collect detailed and specific data regarding the output of the manufacturing
sector in physical terms; but, this was confined to industrial establishmenis

employing 10 workers or more and was carried out for 1957 only.

The C.I.P. conducted in 1950 exculded, however, three categories

of industrial establishments from its scope:

a., Factories doing repair and mintenance work or training shops;

b. Small factories, .such as the handlooms, which work for wages
and which have no .definite production;

c. Government-owned factories.
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Since 1952, the censuses of Industrial Production, further, excly.
ded industrial establishments employing less than 10 workers, On the other-
nand, industrial establishments (employing 10 workers or more) engaged in
repair and maintenance work and those providing industrial services to other

2stablishments have been iacluded in the scope of the Censuses.,

The General Frame of the Five Year-Plan, 1960-1965, gives, in
value terms, the output of the various major groups of the manufacturing
sector for the years 1959/60—1964/65; It also gives the planned target for
1963/70 for the whole of the manufacturing sector; in other words, it does
not mention the figures of the output of each major group of industry. App-
lying the information;concerning the development of production in the é¢ndi-
vidual major groups during the period 1959/60—1964/65 to the somewhat more
aggregated plan figures for 1969/70, it was possible to arrive at a set of
target figures for the latter year which was as detailed as the paln for

1964/65,1)

It will, thus, be seen that the absolute figures of the industrial
output for the years 1950/1970 can®t be presented on a comparative basis.
Yet, since we are concerned with the changes in the output ratios of the
different categoriés of the manufacturing sector, we can therefore depend

upon these ratios as indicatérs of the growth pattern of the manufacturing

sector,
4 Results:

Table I shows a rough classification of the manufacturing in-
dustries of Egypt, or the basis indicated earlier, as between consumer=goods9
intermediate-goods and capital-goods. It will be seen that the share of those
three groups of industries in 1950 is in the ratio of739.5 s 12.6 ¢ 1. The
very smallness of the share ef the neit value added by the capital=-goods

1) Dr. Hans Linnemann, The long-run development of different sectors of the
U.A.R. economy (Cairo; Institute of National Planning (Memo No, 285), April

1963) .
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category ( 2 percent) suggests that the greater part of the output of the
intermediate~goods industries was devoted to the needs of the consumer-

goods industries category. If this assumption is correct, it will be seen
(Table 11) that about 79 per cent of the net value added by the intermediate=
goods category was in industries producing goods required for the consumer-
goods category.

Table 111 shows the classification of manufacturing industries in
Egypt into the two broad sub-sectors, viz., the consumer-goods sub-sector
and the investment-goods sube~sector, It will be seen that the ratio, for
1950, works out to 13: l. In other words, 93 per cent of the net output of
the manufacturing sector in 1950 was devoted to or contributing to the
production of cqnsumer-goods. This shows that consumer-goods industries
overwhelmingly dominated the structure of the manufacturing sector at the
begining of the'fifties; the investment goods sub-sector was of very minox
importance, contributing to only 7 per cent of the net value added by the

manufacturing sector.

The share of the “three categories of industries, viz., consumer,
intermediate, and capital-goods industries, during the decade 1952-1960,
indicates that there had been no remarkable change in the sturcture of the
manufacturing industries, regardless of the moderate increase in the rela-
tive importance of the intermediate-goods industries category. Thus, as
table 1 shows, consumer-goods industries contributed to 65 per cent of the
(gross) value added by the manufacturing sector in 1960 (as'against 74 pexr-
cent in 1960 and 68 cent in 19%2); intermediate-goods industries contri-
buted to 32 per cent in 1960 (as against, 24 per cent in 1950 and 28 jin
1952); and capital - goods industries contributed to 3 per cent in 1960
(as against 2 per cent in 1950 and 4 per cent in 1952)., But, in spite of
the moderate increase in the share of the intermediate-goods industries
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category over the decade 1952-~1960 (vize., from 24 per cent in 1950 to 32
per cent in 1960), there was a noticeable change in the distribution of

this category as between consumer-goods and capital-goods industries, Table
11 shows that 40 per cent of the gross value-édded'by the intermediate-

goods indﬁstries in)1960 was absorbed by indusiries producing goods required
for the capital-goods industries (as‘against 21 per cent‘and 23 per cent

in 1950 and 1952 respectivetly), This was mainly due to the considerable
increase in the production of fertilizers (infthe chemicals group of industry)
and iron and steel ( in therbasic—metéls group og industry). Consequently,
the relative importance of the investment-goods industries sub-sector in

- the manufacturing sector increased from 7 per cent in 1960 to 10 per cent
in-1952 and to 16 per cent in 1960, €ensumer-goods industries sub-sector,
however, absorbed 84 per cent of yhe (gfoss)value-added by the manufacturing

sector in 1960, Thus, consumer:quds industries still dominated-the structure
of manufacturing:sector right up to the beginning of the 'sixtieé;

As for the decade 1959/60-1969/?0, it will have.been noticed
that there seems likely to be a noticeable change in the relative importancze
of the ihree categories of industries. The sharerof consumer-goods industries
is expected to decline over the decade from 65 per cent (1959/1960) to
49 per cent (1969/70). Phe share of capital-goods induétries is expected
to increas from 6 per cent (1995/60) to only 7 per cent (1969/70).

The most significant change corresponding to the shift away
from the consumer-goods indusiries is expected to be a marked increas in
the relative importance of the intermediate~goods industries. Thus the share
of the group comprising intermediate-goods industries in the manufacturing
sector is expected to increase from 29 per cent at the begining éf'the
decade (195-60) to 44 per cent at the end of the decade (1969/70)%
)
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Table 11 shows, however, that over three fifth of the net value
added by intermediate-goods industries is/or is expected to be obsorbed by
industries producing goods required for the consumer-goods industries., Con-
sequentidly, over three quarters of the net value added by the manufacturing
sector, at the end of the decade, will be obsorbed by the industries pro-
ducing or contributing to the production of congumer—godds industries. It
is thus seen that consumer-goods industries will still dominate the struc-

ture of the manufacturing sector at the begining of the 'seventieth.

5 Conclusion:

Consumer-oriented industries (iie. industries producing or
contributing to the production of consumer-goods) overwhelmingly dominated
the manufacturing sector up to the begining of the 'sixties. Great emphasis
has been given to the development of manufacturies in the planned develop-
ment of the Egyptian economy over the decade 1960-1970, Nevertheless,
investment-oriented industries (i.e., industries producing or contibuting
to the production of capital goods) is not likely to play a significant
role in the structure of the manufacturing sector in the decade 1960-1970.
Consumer-oriented industries is, therefore, likely to retain their dominant

position until the begining of the 'seventieth.

The most significant characteristic of the growth pattern of the
manufacturing sector over the two decades 1950-1970 has been the steady
progress in the relative importance.of the intermediate-goods industries
(i.e. industries producing goods required for the other categories of
industry). It ié, however, shown that over three fifthsof the total pro-
duction of the intermediate-goods industries is directed to the production

of goods for the final consumption.
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It is of great importance, in this connec.:tion, to draw the
attantion to the sheer fact that sizeable amounts of supplies of raw=-
materials needed for the intermediate-goods industries have to be imported.
Among those imports of raw materials are crude-oil and chemical materialss
Besides, due to the infancy of the capital-goods industries category, Egypt
will have to import most of her requirement of machinery and equipment,

Difficulties of the balance-of-payments need, hardly to be stressed,

Greater emphasis on the development of capital-goods industries

( particularly light engineering industries and heavy chemicals) has

therefore to be considered in drawing the industrial programmes for the

next five~years. It is unfortunate, indeed, that many luxurious goods are
manufactured in Egypt at present e.g.; electric washing machines, television
sets, transistor-sets, private cars, refrigerators, etCase whereas, power

and automatic looms needed for the most important and thriving industry in

Egypt, viz., cotton textiles are still imported;

~ Fawzi R, Fahmy.
10 / 11 / 1963.
F.F
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