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Introduction.:: - -

--1+-The international division of :labor as it exists

-today 'is the result of a long historical development that

goes'back~to,the.begining'of.the 17th cuntury, when -na-

-tional states started to rise in Western Europe and to com-
'peteﬂamong;themselves-to conquer new territories and esta-
~ 'blish new empries.: This political subordination, in addi-

_tiomito..the growth of madern industry and technology .as a

result.of .the Industrial Revolution in Western Europe have
tnéethev-staped the existing international division of
kabon@between:&evelopedzand less developed countries.
Modern industry. and technology, as well as production and
1ncome, are concentrated 1n the developed countrles(DC)of
the North while the less developed countrles(LDC) of the
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South have speclallzed malnly in agriculture and extpactlve

ndustrles.

2. In so far as. the.LDC are . concerned, this pattern
of division of labor has led to increasing dependency on
the DC, structural disequilibrium among available factors

of production,. secular deterioration of their terms of



trade vis-=a-- vis-the DC, and an income elasticity of
demand for imports which is greater than one. These
developments, in additioﬁ to political independence of the
LDC and the advince in the means c¢f communication: have
shown the inappropriateness of the“existing system._to the
long term interests-of the LDC, and the ' need for a new in-
ternational economic-order(NIEO). The struggle for the
NIEO took, however, a definite stdoe with the UN announce-
ment .of “the 1980 ras “the first development decade, with
the ¢reation in 1964 of the 'UNCTAD Secrtariat which specia-
lized in"the international political 'and economic- affairs
and “their impact upon the LDC,and with:'the appearance of
energy crises in the early, 19705 .and the new power given
to OPEC in defending ‘e interests of petroleum exporting

countries with the industrialized countries.

3. The-essence of the NIEO is the €all for the res-
tructuring of the international division of. labor, stabli-
zation of prieces of primary commodities and increasing
their-exports, an increase in the flow of foreign aid, and
an increase in the emphasis given to eéemployment, income
distribution,—énd the renewal of social and economig
structures of the LDC. It appearss,:thus, that the NIEO

s not mainly concerned -with specificidecision, but:it-re-

-



presents the efforts of the international community to
change the pattern of relations between the LDC and the

DC. This process is of a long term nature, and the success
of the LDC in achieving their goals requires endured
struggle on their part as well as the seriousness in pla-
nning their economies, and the competence of coordination

among their national plans.

4. It was within this context that the second con-
fepence of the UNIDO in March 1975, issued the lima
Declaration which calls for a package of measures on the
national, regional, and international levels to increase
the rates of industrial growth in LDC in such a way that
the share of these countries in total world industrial
production will reach a minimum of 25 per cent in the year
2000. The declaration calls also upon the LDC to achieve
effective control ocver thelr natural resources, to diver-
sify their econouwies and to conserve their nonrenewable
resoufces, and to take into consideration that the market
mechanism is not effective in increasing the rates of in-
dustrial growth. The declaration, finally, calls for the
intensification of industrial relations among the LDC in
such a way as to increase their rates of industrial growth

and to explore ne:. avenues for the LDC to participate
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.effectively .in the.international:industrial.préduction.

5. 'For the call for a’ NIEO to be effectlvg T

~

P

and for .the' fullfihment of the°uob3ect1ves ~of
L1ma declaratxon.'~there‘ ané feéétain‘ﬁmé33n9e6.~f

that have to: be taken hy*tae governments of LDC."The
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“mostyzmportant measure of these is that the 1ndustr1all-
Bation#strategywmnstaaddeess;itselfuto:theeelmmlnationrof
wﬁthevmé?onﬂeauses,6fmnﬁdandeyslgpmeng,%penmit’?the‘rafional

zchoice s6f newiindugtries-thatxwillipaise-the-rate:of
.:;gﬁow:huéﬁﬁtheéiﬁﬁgstﬁéal:seqtqmfﬁangﬁaggieve?high;pates'
uaofxdevelgpmantaatttheanatiqna;sleye;g:tQQngh;the,ggtegra-
~tien_ofrthe industr&elgsegtqr;with1t§g?nationaL§economy.
“Greatér.cooperation-:and ggeqd;natignjeftindustpialuplans

<among ‘LDC:arerrequired, too.

6. Thls paper attempts tofnesiew;aﬁdéappraise:the
o9 v D SERE .
1ndustr1al strategy in. Egypt frommlgsé_npitOftheppresent

tlme. The main elments of ‘an alternatlve strategy that
‘flts better Wlth the main objectlves of ‘the NIEO, “and
.whlch at the same tlme deals WIth the constraints:én in-

d: strlal development w1ll be spec1f1ed.

%
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II. The Development of Industrial Structure in Egypt:

i **-7 The:Egyptian efforts. in'developing the industrial

sector since 1952 have led to some obsevvable changes 1n
the structure of GDP, which 1nvolved an 1ncrease in the
share of zndustry at the expense of that of agriculture.
The: sector observed a period of sustalned growth at a
{airly hlgh rate stretchlng between 1952 and 1964, The
tata further reveal a downturn in performance afteu 1964
where the rates of'growth'ofrindustrialnéutput started to
deciine, preaching negative values in'1967/68.v There was
a short recnvery between 1968/69 and 1970/71, followed
-again by stagnation unt11 1974. The national accounts

suggest a hlgh rate of increase in industrial output in

1975,

8. The industrial structure of Egypt as well as the
stfuetutdl changes that took place over time may be depict-
ed with the aid of value added data by groups of indus-

tries, for ‘selected years.



Table 1:

Composition of Gross Value Added in Percentage
by Categories of Indu tries(Selected Years)

Group 1947 1966/67 1969/70 1975
Basic Consumer goods 79.8 5i510) 51.6 49.7

Intermediate Industr-
ies 19,7 38.2 4L0.6 4L0.6

Consumer Durables/
Equipment. 0.5 6.8 7.4 9.3
Source: IBRD, ARE: Economic Management in a Period

& 0 Transdtiony VeolssITlT. Py {7Lks~1:978,

Group A: This includes, food beverages, tobacc0, textiles,
and wearing apparel. Two industries dominatec this group
the first in textile industry which retained its first
place in the ranking of gross value added by branch of
activity, even though its share in this group declined
cver time. The dominant place of textile is the consequen-
ce of import substituting policies rather than the mani-
fistation of natural advantage, due tc the inherent dis-
advantage of using a high quality input(Egyptian long
staple cotton)for the manufacture of coarse products.

Such inpuis can be used to produce a high quality output,

which commands a high international price.
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| The second industrf is food, even,fhough its share
in value added is declining. AThe.majorbpeason'is the
in;dequatelguantitative growth of inpu?s. The:e is, fhus,
little qpportunity for a rapid expansion of‘canning and
daipy industries, even though an export-oriented sgrafegy

may want to encourage such expansion.

Group B: This includes chemicals(whose share in value add-
ed i; increasing to £ake therbiace of fbod); wooi, paber.
printing, leather,.rubber, coal, pertroleum_prdducts. non-
metallic, basic metals, and metallic products. The groés

value added share of this category is increasing, even

though it was not continuous.

Group C: This includes non-electric machinary, electric
machinary, and transport equipment. It is misleading to
treat industries in this group as representing'the capital
goods sector, as most of the‘output is transport equipment,‘

car repairs, and consumer durables.

9. Small scale industries include establishments
employing 10-50 workers. After the Nationalization Acts
of the early 196G, only relatively small manufacturing
establishments remained under private‘?bwnership while the

private sector has been excluded fr.. the intermediate and



capital goods sectors, its share tends to be larger in
consumer K goods and generally in industries where scale
economics are not very important. Small scale industries
have managed, however, to hold their position, and they
account now for abotut one third of total valwe added
generated in industry and 54 percent of total industrial

employment.

ITI. Industrialization Strategy in Egypt:

10. The dominant feature of industrialization in
Egyvtt ras been import substitution, despite various chan-
ges in economic systems,under free private enterprise te-
fore 1952, under the mixed system of the 1953s and ander
the planned sccialist economy of the 196(s am early 197(s
It is 1uo soon to judge whether the open oy, policy of
1973 will succeed in changing the industrial pattern from
import-substitution to export-orientation because the
transition between these patterns is likely to take some

time.

of basic consumer. goods. spe-

W

11. The dominant plac

(§)

cially textiles, in the industrial structure of Egypt  is
the conseguence of import substituting policies. This i.

@ typical pattern ¢f such policies Adue to the inherent dis-
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Asoﬁﬁ“déterid?hfion'in performance. ' Aside frpm these 38'3

to employment, consumptiop patte:ns, gn§dth§;

of establlshment by sizes.

vfarm of the cascaded system of tariffg;k&ggd

.....

tevlff protectlon,' Thls type of tarlft structure implies

negatlve effectlvp rates of protectlon for the interme—‘

dlgtg and capital goqu,aectors.!i

'12. A‘balanced appralsal of industrializat;:?:“

_tegy“in Egypt must allow for the externar eircumstances~

economic SantionS'after the natlonallzation of;the c"Tez

: v
t

Canal 'in 1956 which have been responsible~for"’the call 1'

‘for ‘gelf sufficiency and the defense burden which 1ed +e,

“ternal ‘circumstances, the eppraisal must involve variausf

effects of industrialization strategy on the balance of}_

payment, effecirrecy in t‘e use. of resources, contribution'

A, Effect on the Balance qf payment The period under

fonsideratlon ‘has W1tnessed a detgvioratlon in the Egyptlan

balance of current account. Aslde f}am the inadequate

growth of agrlculture to meet the demands of the increas- .
lng population, the pollcies undertaken’during tha period

have led to such deterioratlon. Commerci'"

ed to the
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encouragment of the:final stages of consumer goods in-
dustries, which led to an increase in the demand for
imported intermediate inputs and capital goods and the
unprofitability of producing these goods domestically.
Exchange rate policies, through thesovervaluation
of the Egyptian cureenc, worked also gs a mechanism to
redestribute inccme from the traditional export sector
to new industries, and to discriminate against the exports
of these new industries. Furt-ermotre, export policies
were not very effective despite the recourse toc subsidies
for the promotion of exports of selected manufactured
goods ., because the range of these measures has always been

extrenaly limited.

B. Emp:uoyment Policies. The commercial and - -exchange rate
policies determined 1in the framework of import substitu-
ticn strategy have led to the choice of capital intensive
rechniques in: the new industries, . and thus, the industrial
sector was unable to - expand productive . employment effec-
Tively. On the cther hand the industrial sector suffered
from the employment policy pursued since 1962, which: has

res' ted in large scale overmanning of public sector enter-
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C. Capacity‘Qtilization. Thg shortages ofrforgign ex-
change refered to above, ‘n addition to invegtC'y_mismanage-
ment have'led‘to the existeice of éapacityiundqrutili-
zétion,‘ The .performance of industry has, thus, becen made
extremaly sersitive to the administr-tive of the foreign
exchange budget and bence import quotas  and controls.
Between 1961 and 1973 the foreign trade rugime was most
illiberal and extensively centralized and there was no |
convineing procedure for appraising the relative needs of
varisus sectors and individual‘enterprises pf foreigh ex-
change. This means that capacity underutzlization was hot
only the result of the bindiné limitation of the foreign’
exchange availabilities, but it was also dué to considera-

ble missllocation of foreign exchange to imports.

D. Consumption Patterns. The introduction of rew industries under

the irnort substitution strategy has led to a continuous
incréase n the propensity to consume. Two reasons have
been behind this development; the first is the overvalua-
tion of the Egyptian currency which has led tc the minimi-
zation of the foreign exchange component of total cost and
thus led to an increase in consumption and a change in

consumption patterns. The second reason is the attempt by



of the newly

(1]

the authorities to encourage the purchas
praoduced commcdities through extensicn of concsumer credit
This last measurec has been reguired to overcome the limi-
ted sizerof the market and thus tc permit:the economic

utilization of capacity of the newly erected industries.

E. Small’Scale. Industry. .The emphasis given to the es-
-tablishment of modern.lzrge scale industries through the
activities of the public sector, has led to some major
problers adversel, .affecting productivity, guality of out-
putsof .ervices, and, by extension, constraining the growth
of small scale industries. These major problems include
out-of-dzte machinary; deficiernt production.and management
(product design acd development, production planning and
work m#ticds, material selection, guality centrol,preven-
tive m:intenance, etc.); pocr working conditian. and house-
keeping, and marketing problems. Their relayive importance

varis with the particular fndustrial activity and the size

of establishmen io corvect: the situation, .and toc permit
this type of industry to play its role in the development
of the indusc:JLJL sdctopr .1in E:ypt, exténsive techni-

cal and financidl assistance are necessary.



IV Some Recent Deve.opments

T Tﬁé draft'6f the new five year ﬁlaﬁ(1978?82)
‘tri;a't§ fake a moderate vféw:witﬁ respect to industriali-
iégioﬁﬁ;fféfégy; by émpﬁééiziné'théfneed for economic
aécdﬁﬁf{ﬁé of costs and;benefifé‘inzthe'selécfion'bf”néwl
indusfries, whetﬁer itais féf'imbort sﬁbs%itﬁtidﬁ pr“ex-'
pbrtipfomotibn. ﬁxpoft pféﬁ§ti6n'is givén,ﬂhowévéf,"
‘spééial afténtiohbin-fhé ﬁlanvdue to the effects of such
PoliCy on widening of tﬁe éfzé 6f"the maﬁkét and théviesul-
ta%  :ductiop in per unit cost. . Another factor is the
improvement.of production techniques as a pgspltwéf com-
ﬁetition in the.world market. A third factpr};s thg‘pet

- effect o expcrts on foreign exchange, which;isjrequired
to pay. J? the_impérts4cf consumer, capital, and_qthgr‘_

guvods required for national ‘development.

This pdiicy orientation is coupled“with the recent
emphasisvput by the government on manufactured exports,
and especially private sector exports. The foreign inves=-

f

ment law, law no 43, 1974, can be seen in this context
as an export promotion measnure. The law provids foreign
investment in Free Trade Zones with vefpious incentives:

complete exemptionﬂfrcm'all"téxes ar. tariff duties for an

indefinite period, no restriction on repatriation of
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earnings and capital, and, further, an implicit subsidy

on the iifrastructure provided to foreign investors in the
free Zones because public util;ty services are at present
grossly underpriced. The ided behind these incentives is
that all the output of such areas will be exported. The
private sector is also encouraged to export through a set
of various incentives including.the right to retain a
portion of their foreign exchange earnings for own imports,
and a rebate on duties and certain taxes paid on inputs

for the ;»»oduction of exported goods.

14. These developments, which is the result of the
open door policy pronounced in 1973 and thereafter, point
to the same direction of the industrialization pattern appli-
ed in come latin American Countries such as Mexico. Argentina,
and Brazil. This pattern of industrialization, commonly
refered “o as the Brazilian model, is based upon several
factorss. *he fivst of which is giving absolute primacy to in-
dustrial’ zation, which after some time will be able te® pull
other sectors. Next, industrialization is based upon using

available natural resources and cheep labor to produce

essentially for exports. Furthermore, industrialization

efforts depend on foreign capital with som . encouragement to

domestic private sector, while the state tpies to provide
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adequate‘infrastrhcture facilities. - Also,- there is com-
pleté‘éependehce on imporféd7technology“ffom'édvanced
countriés, which is a d1réct'c6rOllary of producing for
exﬁérf;vLast of all, such model gives mo emphasis to the
issue of social justice-on the assumption that the trickl-
ing down effect resulting from the increase in the demand
for labor and the impboveménts in social services as-a
result of the increasé in tax revenus collected by the
go&ernment; will ultimately improve the position of the

poor.

15.'The applicétion of the pfévious model sincé.fhe
1950, has led to a)an increase in the economic and techno-
logical dependency of these countries on the DC. b) In A%ﬁﬂé’
.addltlon, due to high capital intensity and the high cost'
of imported technology the return on investment is usually
inadequdre relative to the burden of investment on the
economy, c¢) A third result of this type of industrializa-
tion is the resultant economic dualism, not only among
sectors of production, but also with regard to peopler
working in these sectors. d) Furthermore, this model has
léd to‘the marginalization of the majority of the popula-
tion which manifests itself in greater disparity in in-

come distribution. This disparity is accentuated by the



neglect of traditional industries and agriculture, the
lack of protection of small scale industries, the accele-
ration of inflatiopary tendencies etc. g¢) This type is
also going to l:ad after a while to a decrease in the rate
of growth as a result of the restrictions put by the

multi national corporation(MNC)on ¢ ort expansion and the
limited sizeof the domestic market emapating from the type
and price of various products. f) Finally, the impact of
ingreasing income disparities is most likely going to in-
crease social tensions and political unrest. This has led
to the spread of gurrillawarfare in some of the latim

American countries.

16, Some of the abovementicned shortcomings have
started to show up in Egypt recently, The first of these
is the increase in dependency on the outside world. The
open door policy has led up to now to an increase in the
imports of manufactured goods which compete with domestic
production. This has been leading to the divergence of
investment resources from productive sectors to trade and
commerce, which in turn has beewn leading to an increase
both in the deficit ¢f current account and Egyptian in-
debtedness. The ~overnment hopes to eliminate thls “eficirv

in the early 198(s tnrough expected growth in Suc Canal
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dues, tourism revenues, Egyptian workers .remittances from
abroad, expected increase in petroleum exports, and the
inflow of foreign investments. - These measures will, how-

ever, lead to an increase in the dcpendency of the economy

.on .exporting raw materials instead of industrial and agri-

cultural products, and onfforeign capital insteadeof

domestic savings.

Another developmenf'is relefed to the recent develop-

ments in income dlstrlbutlon. The period since 1973 has

shown that the hlgh races of economlc growth was accompanl-

ed by an increase in 1ncome disparitles, due to emphasls

given to the roles of prlvate sector and foreign invest-

menfs. Thxs is quxte dlfferent from developments that'oc-
cured from the late 19505 up to the early 196(s where high
rates'of economlc grow*" was accompanled by a Qecrease in
1ncome dlsparltles. Thus, the recent developments in econo-
mic pollcy in Ep/pt in qultlon to the high rates of infla-
tlon.Lm £qq@z_r:ncé l973 have been respon31ble for the re-

cent increase in income disparities, and may lead to social

unrest. 8
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Towords an Alternative Strategy

17. In this section, the main elements of a proposed
alternative strategy that fits better with the goals of
the NIEO, will be scetched:
A. Industrialization for the Satisfaction of Basic Human
Needs. The difficultis €encountereduwith thewsgpplication of
the ‘export promotion type referred to above, in addition
to the fallacy of generalizing from the special ease of few
countries such as Taiwan, or South Korea to the LDC in
general, point to an inward. looking strategy. This is not
to propose import substitution once more, because this type
of production is constrained by the limited size of the
market. It does mean, however, tha. w 2must begin ﬁy iden-
tifying basic human needs which include food, shelter,
tranzyort and communication, educat'on and culture, health
care, and amusements, guiding the i.dustrialization strate-
gy by the gcal of éat;gfying the needs of the poor will
lead~to a dirferent cecmposition of output(and thus:a diffe-
rentodistributisconsof dncome), énd reduce the demand for
gkilled . labor. Similarily, it-willwreduce the pressure to

reduece the demant for urban

™
fu
o
o1
b3
=
L

leave the country sid
sepvices. It will also lead to a reorientition towards

o}

more trade betwes- developing countries.”
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"The success of this strategy requires partly, the
planned convergence of consumption patterms with needs.
This will be required to bridge the gap hetween‘the pattern
“of cbnéﬁhptionvand“needs,lo a gap which is responsible for
the diversion of a tangible share of income from productive
investment tofsatisfy the desires of the»priviliged min-

ority to acquire the consumption patterﬁ% of DC. .

But it may be mentioned that opting for such a style
is not an easy matter, because of the axistence of vested
interests that may resist such change, the reduired changes
in research & development, and the required changes in

administration, trade, and investment policies}

B, Self Reliance. An 1nward looking strategy wi;l by itself
- reduce dependency on DC, beqause of the lower capital in-

tensity, and the simple and easy to acquire technology for

such projects.

A Strdtegy of self reliance wrquires the planned con-
vergence of domestic resource use with domestic demand.
To achieve this th first peint of-investigation must. be to
establish what constitutes the ajor resource content of
demand, and vhat scope there s for regulatdng‘this demand
to a countr,'s resource configuration. Despite the multip-

licity of firnal products in the industerialized countries,
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the raw-material content of these products depehds on a
narrow range of basic materials such as iron/steel, textiles
(naturai and synthetic), paper, plasties, rubber, glass,
leather, cement, aluminum, wood, fuel and industrial chemi -
cal (primarily the alkalis, chlorine, and sulphuric acid).
The bulk of value added in_ industry is derived from this
range of industries, which constitute, as a result, the
empiricallv verifiable range of strategic linkage and form

the cormerstone of an industrialization program.12

It is important to note that if these goods are not
produced 'locally, then the organic linkages between domestic
demand and output lie abroad in the countries from which
" these imports are derived. ' ie growth of domestic demand
transfers the bulk of value added abroad. An effective
industrialization strategy must therefore seek the vertical
integration of the demand structure with domestic resource
use. The unavailability of some inputs can be handeled by
substitutin, another input to produce the some product.

Two other factors adding to flexibility are that the raw
material inputs required in the production of basic materials
have some degree of flexibility, and that technological
developments abroac often_can be exploited to make up for

deficient resources at home.
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The importance of this pbint should be emphaéized
fror the Egyptian exrerience, where the production c‘,‘?_k~
sophistiéated durable gséds(?aséd on imported inputs)was
star =d, while the country is still importing basic commo-

dities. such as cement, where .t has natural”adyantage.

Self reliance does not mean autarky, but because of
the féct that trade itself is a manifesvatlon of, and a
facter reinforcing the structural disequilibrlum in the LDC,
the prbﬁiem must be soiVed at the structural level'by dis-
engagment from the present international division of labor

o
wherever posxble. This means that industrialization is

necessary to create a domestic capacity to convert domestic

savings into investment goods and to alloy for the potential

develorment of an export capacity in industfial goods.

Similarly, self reliancé does not mean th& szvoidance

of imported teéhnolbgy or the attempts to adabt it,or
13 '

imprbve its terms to LDC.° But it does mean, houg.er, that
‘the development= +f national technological capacity is essen-

tial. This is due to the fact that it is impossible to

choose'importeé technology wisely, to bargain effectively

with machiije solesmen, multinational corporations and other
carriers of cechnzlogy, to unravel technology from invest-

ment packages, to judge proposals, to adapt imported



technology to the conewete needs of a country unless na-
tional technolngical capacitlies exists. Natioﬁal technolo-
gical capacity is thus, as necessary for tle. appropriate
use of imported technology am‘for the develcpment of an

effecient and appropriate techunology.

C. Industrial zation in a Unified and Ind: pendent Develop-
ment Strategy. Industrialization 1s only a part of this
unified development strategy, ' t© *t has a special role,
because output ari consumption per head ~an rise only with
the nelp of mechenical aid, and the high growth potential of

marufacturing.

An independent development strategy does not nece-
ssarily mean the avoidance of foreign investment through
the MNC. The important point is that economic independence
mzans that the government has complete freedom to structure
the national economy without being subject to any eccnomic
cr pelitiecal threats. If the government acquires this
economic independence, then the task of its deelings with
the MNC should be to define their ,ositive contribution,
and the social cost invelved. The governmen: should then
try to maximize the former and minimizg *he latter, and to
provide for a gradual and agreed upon transfer to national

: . 14
or regicnal owner:zhip and management
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_D, Small Scale Industries. Such 1ndustries appear most pro-

mising in Bgypt in terms of potential growth, andwthey in-

lclude engineering, food processing, ready made garments,
,footwear and 1e fher products, woodworking and furmiturs,
printing and chem tcals. Aside from growing demand and

” export patentia1 factors reinforcing the potential growth
.. and v1ab111ty of these industries include relatively in-
Significant scale economies, complementarity with 1arger
 industry - 1nvolv1ng manufacturing operations in which the
processes are readily seperable, craft or precision hand-
work, 81mp1e operations of assembly, mixiﬁg or finishing,
provision of servxces and repairs to other industries,'and’
production of differentiated products for specialized
market. These industries belong to the so-calied modern
small scale industry sector but have a relatively low

. cepital intensiry, and their expansion should inter alia

e

enlarge employment for the urban poor.

Small scale industries should be encouraged'through
" a) the provision ot credit and technical assistance; b)
elimination.of'the'existing biases sgainstrsmaii ‘gscale
industry with respect to incentlves, procurement, and
taxation; ¢)the revision of the existing_incentives
scheme to ascertain its effectiveness to redirect exports;
d) elimination of controls on prices and profif margins;

and e) the encouragement of subcontracting arrangements.
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E. Capltal Goods Industrles. Our empha51s on the develop-

.ment of small scale 1ndustr1es does not necessarlly

mean the negligence of other 1ndustrues and speclally the
| capltal goods 1ndustr1es.: The capac1ty of' thesevlatter
1ndustr1es is determlned;hy'thé sﬁépiﬁé ofgwaéé‘éééds

'(1 e., surplus generatad in the agricultural sector),and
by the productlon capaclty of the capltal gao&s sector
(speelally’the sub-sector’ produclng machlnestﬁatlare used
to prcdﬁgé the ﬁéﬁﬁiﬁéﬁ&igggfi§'ﬁééd;iﬁ the production
of final goods). The domestic availability of ‘capital

? goods orpddcéd byﬁthiéﬁsecfor wiffjbﬁfffhéaﬂeéiéiéﬁ to
national'contrbl."Ihfédditioﬁ;f¥ﬁ€‘dféafidﬁzﬁf'ﬁrdﬂuc-
tive éapabify in‘this'Beétoﬁtaiii”haVe'hégative‘ef?éhté
on the balance of payments only dnring fhe initial period
durlng which the bulld up of productian capacity is taking
p}ace. It can bé:séeﬁ, thué;.that ﬁﬁgtiWé.are suggesting
}s a poliey of "walking on. many, legs" - the rural and the
urban, the,smg;lﬂqqalg_anﬁ ;pgﬂ;argp 99@}9,_1§bor ipten-
sive and;capita;,intens;ve,‘;eghnically_;ophisticated and

unsophisticated.

s

(>
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F. RegionavaOQPeration and Integration. The suyccess of

_the proposed strategy will depend upon the success- in

creating various forms of cooperation and integration.
These forms of cooperation may be essential since most of
the countries in the Arab world, or LDC in general are
small or medium size national units as a result of colonial
balkanization. The framework of self reliance will beccme

it such circumstances collective self reliance.

-~

The success of the suggested strategy df emphasizing
the .satisfaction of basic human needs in thc framework of
a coll@ctively self reliant and independent development will
depend on the degree of cooperation among these countries.
This cooperation is eséential singe'industricl development
in most of these countries ﬂéy suffer from the limited size
of local markets for some iﬁdustries, or th. .lack of some
basic inputs required for production. Cooperation in such
circumatanc~s will léad to an increase in growth potential,
and at the same " ime may hélp in avoiding economic hard-
ships that may result from following such an independent
strategy. It must finally be stressed, however, that the
varivus forms of cooperation require quteners'who are

following similar course.



-26-

toct Notes
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