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ABSTRACT

The cotton textile industry is one of the
leading industries in Egypt, and the present study
was an examination of the course of its development,
status and prospects vis-a-vis other industries in
the Egyptian economy. The study covered the period
from the beginning of the nineteenth century until
1971, delineating the mgjor problems facing the in-
dustry in Egypt today.

The study was divided into three wmajor parts:
a historical review, a survey of the present status,
and a discussion of production efficiency and future_
trends. The historical review included a discussion
of the major factors which shaped the development of
the cotton textile industry from the beginning of the
nineteenth century up to 1952: the two World Wars and
the 1930 Tariff Reform. Examining these factors under-
lying the growth of this industry in the past century
and major problems which it has faced throws some light
on its present and future prospects.

The interrelationship between this major
industry and the other industries in Egypt is dis-

cussed in the second section, which is a consideration
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of the present condition and status of the cotton
textile industry in the economy today. The final part
emphasizes the impact of technical innovations on

its production efficiency and future development.

Three important concepts were developed in
this studye. First, there is a very harmful effect
resulting from the utilization of high quality Egyptian
cotton in the production of coarse textiles. The
various economic policy measures related to this point
have been discussed thoroughly, and a number of pro-
posals have been suggested for alleviating this dif-
ficulty.

Second, it was proved that, although it has
high forward linkages with the other industries and
sectors of the economy, the cotton textile industry
is one of the leading industries today, and during the
period under consideration it has contributed the
highest percentage share to the industrial aggregate
quantities of production: income, ewployment and
export; it has also recorded a high rate of growth in
real income.

Third, this study of the future trends and
prospects for the cotton textile industry revealed that
it and the man-made fibers industry possess comple-
mentary features or characteristics, rather than cowm-
petitive ones; thus, development of one would reflect
on the development of the other.

v
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INTRODUCT ION

Textiles, being a relatively labor intensive
industry and having a comparatively large domestic
market in most countries, are often among the first
industries to be established in developing countries,
where labor resources are relatively abundant.

In Egypt, which produces a distinguished fine
quality cotton--still the most prominent single product
shaping the country's productive structure-- the de-
velopment of the cotton textile industry was a natural
choice. Thus, in Egypt, where capital and foreign
exchange are relatively scarce and labor and high
quality raw cotton abundant, this industry accommodates
itself to the availability of resources.

In addition to its significant contribution
to real national income, the textile industry has also
provided both a means of foreign exchange saving and a
source of foreign exchange earnings. The products of
the industry almost completely satisfy, at present,
both the needs of domestic market and those of an
expanding export market. The foreign exchange savings

that have resulted from a decrease in importation of

' textile products and from an increase in the exportation
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of textile products thus exceed the amount of foreign
exchange which would have been earned had the amount
of fiber consumed in textile production been exported.

This thesis discusses the assumption that the
cotton textile industry represents one of the leading
industries in Egypt, as well as the main export industry.
It emphasizes the vital role the cotton textile industry
plays in the industrial development of the countrye.
This investigation is particularly important in a
centrally planned economy like the Egyptian economy,
where national development plans determine the strategy
and rate of growth of industrial development. The
importance of the cotton textile industry could be
traced as follows:

First, it has transformed Egypt, since the
fifties, from a cotton textile importing economy into
a self-sufficient economy producing a surplus of tex-
tile products which is being exported in increasing
quantities.

Second, Egypt'!'s cotton industry absorbs a large
share of the cotton crop., The quantity of raw cotton
consumed domesticglly increased from less than one
percent of the total cotton crop at the beginning of
the twentieth century to 21 percent by 1958. Further-
more, this increase in the domestic consumption of

cotton proceeded at a much higher rate in the sixties,
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reaching a level of L6 percent by 1968.1

Third, the cotton textile industry provides
employment for a large segment of the labor force. In
1970 the number of workers employed in the textile
industry accounted for 38.2 percent of the total labor
farce engaged in the industrial sector.2

This prominent role assumed by the cotton
textile industry justifies a thorough study of its
development, as well as its present status, prospects
and future trends in Egypt.

This thesis is divided into three major parts.

Part I presents a survey of the development and
status of the cotton textile industfy in the Egyptian
economy since the 19th century to 1952, with a study of
the relevant factors affecting its growth and fluctu-
ations in the past and present centuries.

Part I is divided into two chapters.

Chapter One describes the history of the cotton
textile industry from the Mohamed Ali era to World
War I. Chapter Two surveys the 191)-1952 period,
tracing the effect of World War I, the 1930 Tariff

s
Le

"lpomestically manufactured cotton amounted to
approximately 3.6 million kantars in 1967/68. Central
Agency for Public Mobilization and Statistics, Statis-~
tical Indicators, 1952-1968 (Cairo: 1969), p. 129 (Arabichk
{One kentar = 99,05 pounds = L);.93 kilograms)

27he Central Agency for Public Mobilization and
Statistics, Industrial froduction Statistics, Lth Quar-
ter, 1969/70, June D Arabic)e.
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Reform , and the impact of World War II on the cotton
textile industry vis-a-vis the other industries.

Part II discusses the development as well as the
status and role of the cotton textile industry in the
economy between 1952 and the present. It also examines
the interdependence between this industry and the other

industries and sectors of the economy, thus aiming at
substantiating the proposition that the textile industry
is a leading industry in Egypt.

Chapter Three examines the development as well
as the status of the textile industry as a whole and
cotton textiles in particular during 1952-1970.

Chapter Four studies the interdependence between
the textiles industry and the other industries and
sectors of the Egyptian economy and the extent to
which it could be considered as a leading industry,

Part III discusses the efficiency of production
of the cotton textile industry and its future trends
and prospects vis-a-vis man-made fibers.

Chapter Five examines the economic policy
measures of the cotton and cotton textile industries,
as well as their impact on the level of efficiency and
productivity of the industry compared to similar

measurements in other countries.with which it competes

in iternational markets.
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Chapter Six presents an evaluation of the present
conditions and future prospects of the cotton textile
industry3 emphasizing the iwmpact of technology on its
development. This includes a discussion of the selec-
tion of the level of technology and machinery, as well
as the impact of technology on the development of
textile fibers.

A summary and conclusion are then presented
containing the main findings, as well as suggesting
alternative policies and measures for achieving further
expansion in the cotton textile industry, which could
Play a vital role in accelerating the eoonomic devel-

opment of the country.

3The term cotton textile industry refers to
those establishwments engaged in the spinning and pre-
paration of yarn and weaving and finishing, except
where otherwise indicated.




PART I

REVIEW OF THE DEVELOPMENT
OF THE COTTON TEXTILE INDUSTRY
DURING THE PERIOD 1800-1952




CHAPTER I
COTTON TEXTILE INDUSTRY IN THE 19TH CENTURY
AND UP TO WORLD WAR I

A. The Conditions of the Industry Prior to, and
during the Mohamed Ali Era

Mohamed Ali, the founder of modern Egypt,
attempted to transform the subsistence economy exis=-
ting at the beginning of the nineteenth century into
a modern exchange economy. Although he could not
achieve his goal fully, his accomplishments started
Egypt towards an export-oriented economy.

Industry in general was suffering an eclipse
before Mohamed Ali. It had declined during the Mamluk
period from the level reached by the Fatimids and was
satisfying only the subsistence needs. The textile
industries--comprising wool, cotton, silk, and linen--
were the major industries, with spinning being done by
the countrymen and weaving carried out in towns.

The few industries.which existed at the begin-
ning of the nineteenth century were still at the guild

stage of organization.l The members of the cotton

lcharles Issawi, %ggpt in Revolution (London:
Oxford University Press,

3), pp. 2l-23.
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industry were organized into guilds controlled by
masters.S

In 1816 the guild industrial system was al-
tered by Mohamed Ali and private enterprises, consis-
ting mainly of artisan houses and small workshops,
gave way to complete state monopolies. The government
was totally responsible for providing workmen with raw
materiagls, as well as for selling the finished pro-
ducts. However, it did not direct the process and
determine the pace of production in the handicraft
sector; nor did it provide weavers and spinners with
equipment or credit.

A great contribution of Mohamed Ali towards the
industrial development of Egypt was the expansion and
modernization of the cotton textile industry. He is
also credited with the establishment of mechanized
cotton textile factories.3

l. Development of Cotton Textiles

a. Volume oQ_Production

Cotton textile production expanded during the

Mohamed Ali era. It was estimated that by 1828 about

2Under this system textile production was car-
ried out in artisan houses or small workshops. The work
-was run by a master that owned the workshop, raw materi-
als and capital. He sometimes hired employees to help
him in his businesse.

3Patrick O'Brien, The Revolution in Egypt's
Economic System, from Private knterprise to Socialism,
(London: Oxford University Press, 1966), P-d3h, and %.
E. Crouchly, The Economic Development of Modern Egypt,

(London: Lomgmens, Green and Co., 8), PD. 66=67s
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25 percent of Egyptian raw cotton was consumed by the
domestic factories, In 1833 cloth production was
estimated at 2 million pics annually.t By 1837 the
yarn production of twenty—nine factories comprised
50 thousand kantars, satisfying the major part of the
domestic demand.

b. Employment

Mohamed Ali supplied the cotton factories with
both skilled and unskilled labor from among the urban
artisans and small masters, who were directed to work
in government factories. The engineers and managerial
staff, however, were mostly foreign experts.5

In 1820 the number of employees in the cotton
6

factories amounted to 30 thousand.
c. Capital
The machinery utilized in the cotton factories

was mostly domestically produced.7 In 1829, the number

hpic (pik): a measure of length varying from
about 18 to 30 inches. In Egypt the pic is equal to
22.83 inches (58.cm.) One kantar = 99,05 1bs = li};,93
kilograms.,

5a. E. Crouchly, ope. cit., p. 69.

6Although this figure decreased substantially to
6000 employees during the Syrian War (as a large number
of workers became engaged in the army); -smployment rose
to the previous level afterwards. Robert Owen, Cotton
and the Egyptian Economy, 1820-191l;: A Study in Trade
At DeveIopment (London! UXIord, 1969), PPe Lli-li7.

7A few machines were, however, imported. In
1818 there were two cotton wmills, both supplied with
the most advanced European machinery. In 183} the
number of imported machines was estimated at 0. Ibid.




of spindlers in cotton factories amounted to 1459,
and the number of looms amounted to 1215.8

Mechanized factories were centrally controlled
or organized and operated as one unit; the central fac-
tories located in Cairo provided the necessary equip-
ment for mills all over the country.

All spun thread was to be sent to Cairo
factories to be bleached, and then distributed for

domestic consumption or for exportation.9

d. Marketing

Mohamed Ali's army and navy provided a suf-
ficient market for the wmanufactured cotton. In addition,
consumers were forced to buy the product whenever there
was a surplus. Most notably, Mohamed Ali also pro-
tected the domestic market for domestically produced
cotton textiles from cotton textile imports by means of
imposing tariffs, as well as preventing transactions
between merchants and their customer By selling the
domestic products at a loss, he was able to undercut
the imported goods.lO

2. Evalugtion of Mohamed Ali's Achievements

The wmajor contribution of Mohamed Ali was the

establishment of large-scale mechanized industries.

SRashed E1 Barewi, et. al., Economic Development
in Modern Egypt (Cairo: Dar-el-Nahda, 196I1), p. 10 (Arabic).

94. E. Crouchly, op. cit., p. 69.

10Robert Owen, ops cit., pp. L6-1i7+




The most important of these industries was textiles,
which, however, deteriorated towards the end of his
reign for a number of reasons, the most important of
which are the following:
ae Inefficient administration caused both
managers and workers to lose interest in
their work.ll Besides, Mohamed Ali
practiced little supervision over his
subordinates, It is estimated that almost
50 percent of the raw materials used were
wasted during the manufacturing process.
b. Financial wmanagement was also carried out
inefficiently since depreciation costs
were not counted in total costs. This
prevented accumulation of savings for the
repair of machines .12
c. Natural factars contributing to the de=-
terioration of cotton textile industry
were mainly:
i. There was a high degree of dependency

on importing coal and iron at a high

cost.

llReasons for this were mainly pressure of works
i exhaustion, mistreatment and low wages. These unfavor-
' able conditions had negative impacts on productivity.
1 The price of a meal offered in the factory was deducted
f from the already low wage, and what remained was paid in
cash or in kind. Rashed El Barawi, op. cit., p. 18,

1ZRobert Owen, op. cit., p. L6,




ii. The high dependency of both agricul-
ture and industry on the limited
animal power was also a factor.,

iii. The dry dusty weather and high tem-
perature together with the lack of
technological immovations to neu=-
tralize the harmful effects of the
unsuitable weather conditions on
textile production also had backwash
effects on the industry.13

de The deteriorations of the cotton textile
industry was also affected by political
factors. As Mohamed Ali's wain aim in

industrializing Egypt was to build up a

modern army and navy, the compulsory re-

duction of his army that followed his de=-
feat in the second Syrian campaign of

1839-1840 killed his incentives to indus-

trialize Egypt. The Anglo-Turkish con-

ventions of 1838 forced Egypt to accept a

free trade policy which ended Mohamed Ali's

protectionist policy and exposed the

Egyptian cotton textile industry to severe

foreign competition. Both domestic and

13Rashed E1 Barawy, op. cit., p. L.
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foreign incentives for investing in the
unprotected Egyptian market were thus

discouraged.lh

Be The Period from 1849 to World War I

In general, the cotton textile industry dis-
integrated during this period. After Mohamed Ali, the
government made no effort to establish publicly~-
operated industries. Gradually, the functions of the
state withered, giving way to the development of a
decentralized private enterprise economy in which
private investment fell short of developing large-
scale industries.lg

Abbas and Said, the rulers that followed Mohamed
Ali, displayed little interest in adhering to his policy
of industrializing Egypt. Cotton factories which had
been already established by Mohamed Ali were being
closed.

Ismail's reign, in contrast, was marked by
active governmental participation in ecpnomic life.16
His interest in developing the textile industry, how-
ever, ranked second to his méjor interest in the sugar

industry.

lcharles Issawi, op. cit., p. 23.

15This is with the exception of factories es=-
tablished by Ismail, who followed Said, including two
cloth factories which were sold to private enterprise.

Patrick O'Brien, op. cit., p. L2.

164, E. Crouchly, op. cit., p. 102.
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General stagnation in the industry character-
ized the period that followed Ismail! s reign and up
to 1914, The wain landwark during this period was the
formation of the Egyptian Cotton Mills Company,and the
Anglo-Egyptian Spinning and Weaving Company, which were
founded for establishing cotton textile mills. Unfor=-
tunately, they failed to achieve their goals. Among
the main reasons for this failure was the customs duty
of 8 percent on the domestic industrial prodvztion
eradicating any advantage over the imported goods which
were- exposed to the same duty. Other reasons were the
lack of skilled labor and training as well as the shor-

tage of capital and marketing difficulties.

C. Conclusion

This chapter traced Mohamed Ali's efforts to
establish large scale modernized industries to replace
the guild stage industries that dominated the economy
up to the beginning of the nineteenth century. He was
mainly concerned in establishing large scale cotton
textile industry. Although he succeeded in estab-
lishing modern factories, nevertheless he faced many
basic problems that prevented him from achieving his
aim of industrializing Egypt. After Mohamed Ali, and
up to World War II, no major efforts were made to

develop the cotton textile industry. On the contrary,

we find that the imposition of 8 percent duty on
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domestic industrial production acted as a serious
obstacle to the development of Egyptian industry as a
whole,

Following Mohamed Ali's era the government
made no effort to establish any publicly operated
industry. The economic policy became one of Laissez-
faire.

As we shall see in Chapter II, the period
191} -1952 witnessed the roversion towards a centrally
directed economy again. Reasons for this change are
(i) the two world wars, (ii) the international de-
pression of the 1920's and 1930's, and (iii) the trans-
fer of political power from the British administration

to the Lgyptian rulers, who appreciated that protection

of economic life demanded govermment interference.




CHAPTER II

THEPERIOD FROM 191-1952

A. The Impact of World War I on Egyptian Industry

The war maguified Egypt's high dependency on
manuf actured imports while at the same time, it de-
monstrated the urgeucy of developiug Egyptian industry.
The birth aud developmeut of mauy iudustries aud
particularly the textile iudustries to satisfy domestic
demand could be witnessed duriug the post World War I
period.l7

Until the 1930 tariff reform, however, Egyptian
Industry remained generally depressed as a result of
a number of restrictive ecounomic conditions both
internal and external,

The narrowness of the home market stemming
from the low purchasing power of the majority of the
population, severe foreigu competition, together with
the absence of tariff protection, a limited range of
domestic raw materials aud geuerating power, a shortage

of technicians aud skilled labor, the scarcity of capital

and investmeut, and the lack of government support

ITA. E, Orouchly, op. cit., p. 227.

- 16 =




_1?_

and protection for the Egyptian industry were the main
factors which limited industrial growth in the post
World War I period.

However, two significant landmarks with a
ma jor impact on Egyptian industry, materialized
during the above period. The first was the formation
of the Commission in Industry and Commerce by the
government in 1917 which proposed a positively effective
fiscal policy. Incentives were, thus, offered through
the tax system. Cotton factories were supported by
means of subsidies, protective tariffs and the provi-
sion of cheap credit.18 The second major development
was the establishment of Bank Misr in 1920 which gave
a significant stimulus to Egyptian industry in general
and to the cotton textile industry in particular.
One of its main objectives was the supporting and
fostering of‘Egyptian Industry. The Misr Group of
industries ﬁ}oduced chemicals, pharmacenticals, edible
oil, cementtand, above all, textiles, for Misr spinning
and weaving firms slone produced about 60 percent of
the output of textiles and employed 53 percent of the

labor force engaged in the organized sector of textile

180harles Issawi, Bgypt: An Fconomic and
Social Analysis (London: Oxford University Press,

IS, 7), pp. 82-83, Patrick O'Brien, op. cit., p. 55,
and A, E. Crouchly op. cit., p. 227,
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production,

Be The 1930 Tariff Reforms

The real stimulus to Egyptian industry came
in 1930, when Egypt obtained its fiscal autonomy and
became free to follow an independent customs policy
after the espiration of the last treaty which bound
Egypt to an open door policy. It protected domestic
production from foreign competition by raising the
tariffs on imported goods from 8 percent to 12 per-
cent, a change which has continued ever since.20

The tariff reform marked the great shift
towards large-scale industrialization. The following
statistics on imports, shown in Table 2.1 serve to
throw some lignt on the development which took place
in industry after the tariff reform. Compared to

the import pattern of 1913, that of 1938 indicates

and increase in certain imported manufactured goods.

19In 1922, the government began to give loans to
industrialists. Most of the financial aid supplied by
the state went to Mist Companies., Patick O'Brien,
OP . Cit-, D. 92.

2OAlready during the last years of Mohamed Ali's

" reign the Ottoman Porte opened Egypt to penetration by

foreign merchants, Patrisk O'Brien,og. cite., p. L3,
and Charles Issawi, Egypt in Revolution, p. 22. See
also National Bank of Egypt, "The Cotton Textile
Industry in Egypt," Economic Bulletin, Vol. iv, No. 1,

1951, p. 95.

¥
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TABLE 2.1

IMPORTED ITENS IN 1938 EXPRESSED AS A
PERCENTAGE OF 1913 IMPORTS

Machinery and Raw Materials % Finished Goods %
Lubricants 1,403 Iron Bedsteads 2
Silk Yarn 1,012 ILeather shoes 6
Precision Instruments 629 PFurniture (Value) 11
Mazout 590 Tarbouches 13
Vegetable 0ils for Industry 516 Tanned Leather 22
Iron Bars 331 Cement 2l
Machines Value 313 Cotton Yarn 29
Cast Iron 281 Matebes Value 140
Woollen Yarn 180 Glassware U5
Soap 51
Cotton piece goods 58
Beer 76

Source: Schaty, "Le Developpement Industriel d'Egypte,"
Journal du Commerce (Alexandria, 8 June, 19,0),
quoted 1In Cahrles Issawi, Egypt: An Economic
and Social Analysis (London: Oxford University
Press, 1947), p. O3.

With respect to individual commodities, the
quantity of imported cotton yarn decreased by 29 percent
from the quantity imported in 1913. Similarly, imports
of cotton piece goods (cotton fabrics) in 1938 decreased
by 59 percent compared to the quantity imported in 1913,
thus indicating an increase in domestic production
which, as we shall see, served to satisfy a larger

proportion of the domestic demand for cotton textiles.21

ZICharlea Issawl, Egypt, p. 83.

|
|
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1. The Development of Cotton Textile Industxgy22

a. Expansion in Cotton Textile Production:

In 1930 the output of public goods was nearly
25 million square metres.23 By 1937 the output of
cotton cloth had reached 25.53 million square metres,
about one half of which had been woven on handlooms
all over the country. This represented 30 percent
of total final consumption. The output of piece
goods kept increasing until it reached 150 million
square metres in 1939, out of which }jO millions were
produced by handlooms.,

OQutput of cotton yarn reached 36 million pounds
per annum in 193?..2,'L

b. Domestic Consuption of Cotton:

Another indication of the growth in the cotton
textile industry during the period 1930-1939 is the
quantity of raw cotton consumed domestically. Before

1930, less than 1 percent of the cotton crop was

22Besides the cotton textile industry, the main
industries during this period were the mines and quarries,
cotton industries other than textiles, cotton seed oil
and soap willing, sugar, cigarettes, fisheries, other
spinning and weaving and electricity. Charles Issawi,

Egypt, p. 83.
2
3Ibid., P. 86.

ZuA. E. Crouchly, op. cit., p. 228, (in Crouchly
the figure is 83 million yards but here it has been
transferred into spuare metres to enable us to compare it
with production in other years).
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retained25 while all the rest was exported. In 1936
the total retained cotton amounted to ;50 thousand

kentars, representing 5 percent of the total crop26
and by 1939/40 it had reached 8 percent.
The following table indicates the increase

in the amounts of raw cotton consumed domestically.

TABLE 2.2

THE QUANTITY OF RAW COTTON CONSUMED DOMESTICALLY
FROM 1928/29 -~ 1938/39

Years Quantity in Annual Rate
Kantars (000) of Increase (%)
28/29 62 =
29/30 %5 ~2745
30/31 5 Ly oly
31/32 Jeel T0.7
32/33 256 130
33/34 262 2e3_
31/35 359 50
35/36 137 10
36/37 511 16
37/38 720 1O
38/39 753 L.5

Source: International Fair for Egyptian Cotton,
Egypt's Cotton and Economics (Cairo: Al Ahram,
1950}, p. 97.

¢. The decrease in the domestic imports of
the cotton textiles

The following Table 2.3 shows the five yearly

averages of the quantity and value of the domestic

25With the exception of the lMohamed Ali period,
when the quantity of raw cotton retained domestically
reached 25 percent. A. E. Crouchly, op. cit., P. 69 .

26A. E. Crouchly, ope. cit., P. 228.
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imports of yarn and cotton goods. The table shows a
continuous decrease in cotton textile imports from

TABLE 2.3

QUANTITY AND VALUE OF THE DOMESTIC COTTON
TEXTILE IMPORTS

Yearly Quantity Value
Average in Thousand g
Tons

In Million L. E. Percentage of
Total Imports

1910/1) 31,2 3.9 15.1
1920/2) 35.0 137 23al
1925/29 3341 8.0 15,0
1930/3) 272 loly 13.5
1935/39 21.3 3.7 10.7
1946 L5 5.0 3.5

Source: National Bank of Egypt, Economic Bulletin,
Vol. IV, No. 1, 1951, p. 100.

The five years that followed 1930/3l; are a bet-
ter indication of the downward shift in the demand for
textile imports, since the period 1930/3l represents a
general fall in demand as a result of the Great Depres-
sion, It is significant that the quantity of imports
decreases markedly in spite of the growth in population
from 12 million in 1910 to 20 million in 1950. The
natural increase in cotton textile consumption accom-

panying this rapid population growth thus attests to

the development and expansion in domestic cotton
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textile production which had taken place during that
period.27

Although the 1930 Tariff constituted support
and protection for the cotton industry leading to
its expansion and growth, nevertheless the industry
was suffering from being forced to use domestic high=-
quality long and medium staple cotton as its raw
material due to the prohibition on importing raw
cotton,28 The use of high quality Egyptian raw cotton
in the production of coarse cloth was a factor which

affected the competitiveness of the industry.29

Ce. World War ITI and the Egyptian Industry

The restricted imports during World War II,
the additional demand of the Allied Troops and the
consequent rise in prices provided a great stimulus
to the domestic manufacturing sector. As a result,

the output of textiles more than doubled, while

2TNational Bank of Egypt, Economic Bulletin,
Vol, IV, No . 1, 1951, PPe 95-1050

287he importation of raw cotton was prohibited
by Law No. 1, 1916. The Egyptian textile industry was
thus compelled, and still is, to use domestic raw cot-
ton. The reason for the promulgation of this law was
to protect the main crop from plant diseases which
might be carried with imported raw cotton. National
Bank of Egypt, Economic Bulletin, Vol. IV, No. 1, 1951,
P. 100., and Bent Hansen and Girgis Marzouk, Develo
ment and Economic Policy in U.A.R. (E§§pt} Amsterdam
7D 53 s

orth=Hollan ublishing Cowpany,

L]
.

297his point will be discussed in Part III,
Chapter Vis
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production in the second ma jor industry--food pro-
cessing--rose more slowly.Bo

Estimates of the value of the industrial out-
put are very scaree. In 1930 the value added for the
whole industry has been estimated at L.E. 0.5 mil-
lion.31

The index of the net profit in industry rose
from 11l in 1938 to 15} in 1940, amd to 125 in 1941.32

Table 2.l below shows the value added generated
in the various branches of industries in the years
1945-195i. It is clear from this table that the major
increase in the total industrial value added during
this period was concentrated in the branches of a)
food, drink, and tobacco and b) spinning and weaving,.
(The food processing and the textile industries con-
stituted nearly 60 percent of the total industrial
output in 19)45.) The remaining increase was exhibited
in the construction materials, petroleum refining and

metal products industries.>>

30ponald Meade, Growth and Structural Change in
the Egyptian Economy (Homewood, IlITnois: Richard D.
Irwin Inc., 1967), p. 100,

31The term "Tndustry" includes mining and i
building, but excluded transportation. Charles Issawi,

Egypt, p. 88,
321pid., p. 91.

33Ibide, ps 102,
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TABLE 2,)

INDUSTRIAL PRODUCTION:
VALUE ADDED BY SECTORS AT CONSTANT 195); PRICES
(IN L.E. 000)

19,5 1947 1950 195

Consumer Goods:
Food, Drink & Tobacco 38188 42509 54915 58990

Ready-Made Clothing 3963 3807 3690 3885
Furniture 115 1239 2778 La7l
Spinning & Weaving 789 8902 12000 15189
Others 5Ll 580 710 190

Total 51744 57097 74,093 83828

Producer Goods:

Basic Chemicals 10L41;8 10345 7823 S1y7
Cement 966 13l 2290 2758
Basic Metals 0] 0 2106 1270
Metal Products 2517 3997 6168 %93@
Machinery Repair 11128 5141 5734 122
Building Materials 939 1007 203é 1868
Others 2223 2676 3106 L 205
Total 21521 2600 29563 31304

Others (Mixed & Exports):
Petroleum Products 5098 5000 8825 9805
Gunning & Pressing 148l 1816 237 2215
Paper & Printing 1709 2661 3085 3668
Other Industries 2523 2,51 2905 303l
Total 1081 11928 17252 18722
General Total 84079 93625 120908 13385l

Source: National Planning Committee, Memos Nos. 1 and 22
(Cairo, November, 1959), quoted in Donald Meade,
Growth and Structural Change in the Egyptian
Economy (Homewood, Illinois: Richard D, Irwin,
Inc., 1967), p. 100.
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from 1 percent in 1930/31 to 8 percent in 1939/40 and
kept increasing to 23 percent of the total crop in
194l /5. As Table 2.5 indicates, the quantity con-
sumed increased from 68 thousand kantars in 1930/31
to 1.067 thousand kantars in 1939/430; that is, it

increased by 56.9 percent.

TABLE 2.5

QUANTITY AND PERCENTAGE OF RAW COTTON
CONSUMED DOMESTICALLY

Year s (000 . as % of TovaA Grop
1930/31 68 1

1931/35 273

1939/1,0 653 8

94 /15 1,067 23

Source: National Bank of E%ypt, Economic Bulletin,
Vol. 1, No. 3, 1948, p. 120.

Co CaEital

The number of mechanized spindles in 1950
rose by 51 percent above its 1946 level. The number
of mechanized looms installed reached 15,800 by 1950.
The handlooms increased by li.7 percent from 1946 to
1950,36

36Tbid., p. 66
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IThe war prevented the purchase of new ma=-
chinery as well as the repair of old ones. This led
to the wearing out of the old machines. Teable 2.6
shows the textile machinery imports during this per-
10d.37 It indicates that imports of textile machinery
declined from 1,168 tons in 1940 to 430 tons in 1945;
that is, it decreased to 36.8 percent of the 1940
level., In 1950 imports increased to 1600 percent com-
pared to 1945 and 589 percent compared to 1940.

It is worth noting also that the capital
investment in the cotton textile industry was esti-
mated by the Federation of Industry to be approximately
L.E. 25 million in 1950,38

d. Employment

According to the 1945 census, the number of
persons employed in industry, as a whole, amounted to
316,1l); persons, while the number ewmployed in tex-
tile industries alone amounted to 117,272 persons.39

In 1950 the leading cotton mills (which were
members of the Federation of Industries) amounted to

33 mills, employing 65 thousand workers working in

37Nationa1 Bank of Egypt, Economic Bulletin,
Vol. IV, No. 1, 1951, PP e 97"‘990

38rhis figure is believed to be an under-
statement, as it is based on the balance sheets in
which the plants were heavily written off during the
war and post-war years. National Bank of Egypt,
Eeonomic Bulletin, Vol. IV, No. 1, 1951, PP. 97-98,

39National Bank of Egypt, Economic Bulletin,
VOl. 1, ND. ll, 19).'.8’ pc 13).
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three-hour shifts,40

e. Marketing

i. Domestic consumption of cotton textiles

Per capita consumption of domestically produced
and imported cotton goods is shown in Table 2.7. This
table shows that domestic production had more than
compensated for reduced imports. This is evident from
a comﬁarison of the situation in 1937, when imports
of cotton goods by far exceeded production with the
situation in 1950, when production exceeded imports
significantly. Moreover, the fact that per capita
consumption of cotton goods in IEgypt approached three
kilograms by the end of World War II demonstrates the
fact that it still lagged behind when compared with
other countries.

During the post war years, per capita con-
sumption was nearly 1l kilograms in the United States
of America, 8 kilograms in Belgium, 7 kilograms in
Switzerland and 6.5 kilograms in the United Kingdom.
Per capita consumption of cotton goods in the Far
East, however, was lower than that in Egypt; it was
2 kilograms for India,and Pakistan and 1.2 kilograms

for Ceylon.ul

LO1pia., p. 98.

UlNational Bank of Egypt, Economic Bulletin,
Vol. IV, No. 1, 1951, pp. 102-103. The per capita con-
sumption of cotton textiles has not changed much up to
1967/68 (2.4 kg.). Central Agency for Public Mobiliza-
tion and Statistics, Statistical Indicators, 1952-

1969 (Cairo: 1969), p. 253.
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TABLE 2.7

PER CAPITA CONSUMPTION OF GCOTTON

GOODS IN EGYPT

1937 1938 1948 1949 1950
Local Production of Yarn 18,0 20,5 49.7 57.9 53.4
Imported Yarn o T 8 «3 - ol
187 21.3 50,0 57.9 53.5
Less Exported Yarn 1.9 oy - Le7 543
Net Yarn Supply 16.8 20.9 50.0 53.2 8.2
Less 2%% Yarn Wasted
in Process of Weaving i S el 12
o 16.y 20,3 48.7 51.8 L7.0
Proéuctioh of Cofton Ggod;
Plus Tmported Cotton Goods 22.5 17.6 l1.8 ke7 5.0
Total Available Supply 38.9 37.9 53.5 56.5 52,0
Population in Millions 15.9 16.1 19.3 19.5 19.7
e 245 2.36 2.77 2.90 2.63

Source: National Bank of Egypt, Economic Bulletin,

Viol'sl TV5e No & Hl sl 95T s wn s 005,
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ii. Exports of the cotton textile industry

It is apparent from the previous section that
the spinning and weaving industry expanded greatly
during World War II and in the post war period.
Towards the end of 1949, however, the Egyptian cotton
textile industry faced difficulties resulting from the
following factors:

a) the partiasl resumption of cotton tex=-
tile imports,

b) the accumulation of a surplus of cotton
products which had to be exported, and
consequently,

¢c) obstacles facing the exportation of
cotton yarn and fabrics as a result of
their high prices, which in turn stemmed
from the facts that (1) the Egyptian
factories were forced to use the expen-
sive Egyptian raw cotton and (2) some
yarn and fabrics produced in Egypt were
inefficiently produced cémpared to
foreign produc:ts.]-l-2

At that time, the production of fine quality
cotton textiles was technically hindered by the lack
of advanced machinery, and hence the surplus of coarse

materials production was perpetuated.

2National Fair for Egyptian Cotton, op. cit.,
Pe. 33.
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This position improved greatly when, in 1949,
a subsidy was decided upon to enable domestic mills to
export their surplus production. The government ap-
propriated an export subsidy of L.E. 500 thousand in
its budget. The subsidy was to make up for the cost
difference between using the Egyptian Ashmouni and
Indian and American cotton according to the counts
(grade or quality) of the produced textiles. This
subsidy would enable the decrease of cotton btextile
prices in export markets. This resulted in an in-
crease in textile exports from a negligible quantity
in 1948 to l;.7 million kilograms in 1949 and to 5.3
million kilograms in 1950,u3 or a 12 percent increase
between 1949 and 1950..

For protection reasons, too, import dutieslon
yarn and fabrics goods were raised in 199. Efforts
were also made to encourage the production of fine
cloth by means of facilitating the importation of
required machinery,

Suggestions were advanmced for solving textille

marketing problems to the effect of using cheap imported

43 p1though trade statistics during this period
indicate that both textiles production and imports were
increasing, the increase in domestic production was
import-substituting based on the assumption that with
the constant rate of growth of demand, if domestic
production had not increased, imports would have had
to increase even more than they did. Donald Meadse,

OE. Cito, Pe 102.
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short-staple cotton which would lower costs and con-
sequently the prices of domestically produced cotton
goods. This would allow for an expansion in the
domestic and external demand. Major objections to
this suggestion centered around the fact that it
would generate harmful effects resulting from adverse
competition for Egyptian cotton. Furthermore, con-
temporary machinery was only suitable for the manu-
facture of Egyptian cotton and considerable technical
changes would have to be introduced before the domestic
industry could utilize imported raw cotton in the
production of cotton textiles. It was also suggested
by experts on the subject that further expansion de-
pended primarily on the expansion of the domestic
market. Another suggestion was the production of
finer quality cotton cloth which might find markets in
neighboring countries. As we shall see later, however,
the problems remained unsolved, and none of theée
solutions were adopted.

In addition to the relatively high price of
Egyptian raw cotton, another factor affected the
competitiHe position of the Egyptian cotton textile

industry. This was the relatively high cost of
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labor.uu It was estimated that before World War II
one worker attended up to four automatic looms,
while in 1950 he could take charge of 163 thus 16
persons could attend 1000 spindles. If we compare
Egyptian figures with productivity elsewhere, we find
that in the United States at that time iL people were
required to attend to 1000 spindles, while in Western
Europe the corresponding figure was nearly 5.&5
Summary

Part I of this study reviewed the develop-
ment of the cotton textile industry from the beginning
of the nineteenth century till 1952, tracing the major
policies and impacts which affected and shaped the
course of its development in the past, as well as the
ma jor problems that it faced during the abovementioned
period.

In Part II an aﬁtempt is made to prove wny

the cotton textile industry should be considered a

Uitn o comparison between labor productivity in
the Egyptian textile industry and that in England for
1949, it was found that Egyptian wages in the final
stages of the production process accounted for only
from 30,60 percent of the English wages, but the labor
costs on each machine in Egypt were almost double or
three times the same costs in England. Zakaria Nasre,
The Egyptian Economy: Its Structure and Development
{Cairo: Maktabat A. Wahba, 1958), p. 77. (Arabic.)

45Assuming that the machinery used and technology
were the same. National Bank of IEgypt, "The Cotton
Textile Industry in Egypt," Economic Bulletin, Vol. IV,

No. 1, 1951, pp. 100-103. |
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‘loading industry in Egyptc Chapter Thres examines
‘the relative importance of the textile industry in
“generdl and that of cotton textiles in particular
among the other industries in the Egyptian economy
during the 1952-1970 period.

Chapter I'our presents an analysis of the
present interdependence between the textiles industry

and the other sectors of the economy.




PART II

COTTON TEXTILE INDUSTRY AS A LEADING INDUSTRY
IN EGYPT




CHAPTER IIT

STATUS OF THE COTTON TEXTILE INDUSTRY IN
THE EGYPTIAN INDUSTRIAL SECTOR 1952-1971

A, The Industrial Policy

At the beginning of the 1952 Revolution the govern-
ment was aware of the urgent need for industrialization.
The economic policy was directed towards this objectilve.
Tariffs were raised on competitive imported goods, and
customs duties on raw materials and capital goods were
reduced. In addition, the newly formed joint-stock
companies were exempted from profit tax for a period
of seven years. Profits from new share issues by
existing companies were exempted from the same tax
for a period of five years; while undistributed profits
were exempted from 50 percent of the profit tax. Further-
more, the Industrial Bank became more active in lending
funds to companies.

The government accorded special attention to the
textile industry; it issued laws and provided facilities

for its support. Owners of factories were motivated by

lPatrick O'Brien, The Revolution in Egypt's
Economic System, from Private Enterprise to Socialiam
(Tondon: Oxfora University Press, 1966), pp. 70-72.

- 38 -
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means of subsidies to sell cotton yarn and fabrics
domestically and abroad. Hoping to avoid sporadic
crises, the government decided to regulate the cotton
industry in a way that would enable it to face compet-
ition in both domestic and foreign markets in order to
protect it from economic fluctuations.2

In 1953, the government established the Conso-
lidation Fund for Cotton Yarn and Fabrics Industries,
to support cotton textiles industries in Egypt.

In 195l, the gevernment cotton committee was
authorized to purchase from farmers raw cotton required
for intermediate consumption in order to stabilize the
prices of raw cotton used in the spinning and weaving
industry, thus providing, each factory its requirements
3

of the various cotton grades.

Between 1957 and 1960, state control over private

enterprise was noticeably extended both in range and

intensity. In 1957, the newly formed Ministry of In-
dustry prepared an Industrial Five-Year Plan., The plan
target was to increase the annual rate of growth of

industrial production from 6 to 16 percent per annum

2Later in 1961 the whole yarn industry was trans-
ferred to the public sector, the Egyptian Corporation for
Spinning and Weaving. (International Fair for Egyptian
Cotton, Egypt's Cotton and Economics (Cairo: Al Ahram,
1958), pp. 32-33).

3Ibid., pP. 33.
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over the plan period, thus raising its contribution to
national income from 11 to 19 percent by the end of
the five years.LL

Direct state intervention was practiced following
the 1961 nationalisation decrees which put nearly 80 per-
cent of the total industrial sector under government
control. The general economic policies at the same time
also strengthened the state's control over the private
sector, thus keeping it closer to the fulfillment of
the objectives and targets of the first comprehensive
Five-Year Plan 1960/61--196u/65.5

The strategy of industrial development during the
seventies aims mainly at achieving rapid economic ex-
pansion. This means, as regards investment, applying
an intensive capital investment policy with concentration
on capital industries, which is opposite to the invest-
ment contraction policy followed during the period
1966/67 and 1967/68, which led to a decrease in total
National Product and hence in per capita income.
In spite of this investment contraction policy, the

total investment in the industrial sector amounted to

llrPatrick O'Brien, op. cit., pp. 72-8l.

5According to the 1961 decrees, l)i companies and
establishments other than banks and insurance companies
were to be completely taken over by the state, the state
was to share in ownership of 82 companies and establish-

ments. United Nations, Economic Survey of Africa, Vol. III,

III (New York, 1968), p. Sk.




WS

- 41 -

L.E. 900 million during the sixties., It is expected
that by the mid seventies the relative importance of
the capital industries will rise to 6.8 percent of
total industrial production as compared to 38.2 percent
in 1969/70. Thus, the importance of consumer goods
industries is expected to decline from 61.8 percent to
53.2 percent,

The average annual rate of growth in industrial
product is expected to reach 10 percent during the
seventies as compared to 8 percent during the sixties.
The capital industries are expected to increase at even
higher rates of growth.6

B. The Status of the Textile Industry
- in the Economy - 1952-1960

In 1952 a modest industrial sector comprising
3,445 establishments, employing 273,156 persons and
producing 9-11 percent of the national income, was
already e xistent. Manufactuing industries cunstituted
the most significant branch of this industrial activity,
and they absorbed almost 87 percent of the labor force

engaged in industry. Textile industries! ranked first

6Dr. Said Gab Allah, "Strategy of Economic Development
during the 70ties," L'Egypte Contemporaine, Year 62, Vol.
343, Cairo, June 1971, p. 6 (Arabic).

7It is significant to note that the cotton textile
production alone accounts for more than three fourths of
the total textile production. Central Bank of Egypt,
Economic Review, Vol. VI, No, 1, 1966, p. 289.
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among the manufacturing industries, employing nearly
32 percent of the industrial labor total and contribut-
ing 25 percent of the industrial value added. Second in
rank were the food industries which employed L9,596
persons and produced one sixth of the industrial value
added.8

In terms of total manufacturing production, textiles
Industries grew at an annual rate of 7 percent between
1951 and 1961, while production in food industries grew
at an annual rate of 3.1 percent, chemicals at 5.6 and
non-metallic products at 5.2.

In terms of exports, the following Table 3.1 shows
that cotton textiles were a principal item among manu-
factured goods exports, contributing 31 percent of the

total value.

TABLE 3.1

THE VALUE AND PERCENTAGE OF EXPORTS
IN 1952-1960

Year 1959 1960 |
Exports Value % Value % |
Raw Cotton 12641 85 134745 70.7
Cotton Yarn 3459 2.1 9119 el
Cotton Fabrics 915 oil 6693 3.7
Rice 852 .6 98L9 o2
Onions 2597 2 3575 2
Petroleum = - 2898 1.6
Sugar and Sugar
roducts 357 2 1985 1
Linen 395 2 629 5

| Source: Central Agency for Public Mobilisation and Skatistics
i General Statistics and Anal. Studies, Vol. 31,

3rd year, July, 1965, p. 28,
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The period following 1954 witnessed a noticesable
growth in mamifacturing output recording an increase of
50 percent between 1954 and 1960. Food and textiles
Industries were still dominant, both accounting for
nearly 60 percent of the total value added. Significant
diversification was taking place in the other branches
of the industrial sector, however. Production of
fertilizers and other chemicals was growing rapidly
and- petroleum output nearly doubled during this period.9

The remarkable expansion ef the industrial sector
that took place during this period has manifested itself
in the continuous rise in the industrial output recorded
by the general index of industrial production. It shifted
from 91.1 in 1951 to 141.5 in 1959, as shown in Table 32

Textiles production showed an even higher rate of
growth, rising by approximately 67 percent between
1951 and 1960,10

The period 1960-1965

By the first of July 1960 the U.A.R. has adopted the

First-Five Year Cemprehensive Plan for Economic and Social

- /
9Donald Meade, Growth and Structural Change in the

Egggtian Economy (Homewood, Illinois: Richard D. Irwin,
19 7 3 pp- 103-10,.'.0

lONational Bank of Egypt, Economic Bulletin,

Vol. XV, Nos. 2 and 3, 1962, pp. 132-133.




*2ET *d ‘296T ‘€ % 2 *SON ‘AX *T0A ‘Wrjering oTwonuooy ‘4dASg jo eg TBOT48BN :60dan0g

dutssoad pme IuTrmird 1109300 SepNT oM 4t

EECET I0*9ET w6°2er T SIT @901 0ot €56 1*he  9°16 LgpoTagoeTd pre
emqTNoTa3y JUTpnToxXy
6°0MT 9°9€T €°€2T S°STT 0°60T 00T 1*s6  6°26 2°06 eaNqNOTaABY BFUTPNTOXH
S°THT 9°.ST L°€2T T°STT 0°0IT 00T L*96] ¥ 0756 | TET6 Xopul TBJeusd
M*TLT 9°€ST S°9€T 9°H2T §°€IT 00T 96 L*0S T1°6f £3101a90eTd
B°9ET 6°€2T 6°€2T @°QIT =2°2TIT 00T g£256, 2%l gsee Butang oe mimsy J6U3Q
6°QLT M*HET @g*22T €°SIT 0°90T 00T M°16 o0°6g 2°€g L SUTABOM PUB FupmmTds
B°LET T°NWET fi*€er =z-L1T N*60T 00T 9*€6  QT6  “0%6g SrTang 08 ey
O*NST €°€ST 9°LTIT 9°%6 9°€OT 0OT S*TIT C£°Q1IT MOt TF0 epnap
pus Jurlaaen®d *JurviTy
9°99T S*HST T°2€T 9°90T O°HET 0OT 2*6eli €° ST EIThT up3tao
Tedn3noTa3y JO §8149SNpUuT
656T 9S6T  LS6T  9S6T SS6T  NS6T  €S6T 2961 TS6T
¢ (00T = S6T) NOIZONAOMd TIVINISNANI J0 XHANT

2*t TIEvil



k

._}4‘5...

Development 1960/61—196h/65.ll

In 1959/60, the income generated in the industrial
sector accounted for nearly 20 percent of national income,
while Industrial production contributed 2.7 percent of
the total national production.l2 In 1961, manufacturing
industries produced 95.0 percent of the value added,
while they used 98.8 percent of the total value of raw
materials and fuel consumed in the industrial sector.

The average number of workers employed in manufacturing
Industries amounted to 94 .5 percent of total industrial
employment, receiving 90.6 percent of the total wages
and salaries.

Within the manufacturing sector, the spinning and
weaving industry ranked first, contributing 39.2 percent
of the total value added and 35.1 percent of the total
wages and salaries.

Within the manufacturing sector, the spinning and
weaving industry ranked first, contributing 39.2 percent
of the total value added and 35.1 percent of the tatal

manufacpuring productien.

4L
This Plan aimed at doubling real National Income

during the period 1959/60-69/70, The National Income Growth
Target till 1965 was )j0%. This was nearly reached. Gross
Domestic Income, measured at 1959/60 prices, has increased
by the end of the plan period by 37%. National Bank of
Egypt, Economic Bulletin, Vol., XXII, No. 1, 1969, p. 2.

1ZCentral Agency for Public Mobilization and Statistic.
General Statistics and Analytical Studies, Vol. 68, year 7,
September, 1969, pp. 506-59 (Arabic).
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Food, chemicals, metal products ang tcbacco
industries contributed 14.2, 12.3, 6.1 and lt.7 percent
respectively to total value added generated in the
manufacturing industry.l3

The real income generated in the industrial sector
(manufacturing, mining and electricity) increased during
the first plan period at an average annual increase of
8.9 percent.

Table 3.3 shows the rate of growth of the various
Industrial activities in the industrial sector during
the plan period. The highest rate of growth was recorded
In electricity, 18.5 percent, followed by mining, 11.8
percent, and manufacturing, 8.l percent. In spite of
this relatively lower rate of growth in manufact: ing,
the rate of growth in some capital industries has
exceeded those of electricity and mining. Among the
industries which had the highest average annual rate of
growth of real income was the machine repair industry,
growing at 35 percent, the paper industry, L8.6 percent,
chemical products 25.1 percent, metal industries 12.2
percent and the manufacturing and repairing of non-

electric machines 16.7 percent. It is thus obvious from

the table that a high rate of growth took place in many

capital goods industries.

13National Bank of Egypt, "Industrial Census of 1961,"
Economic Bulletin, Vol. XV, No. 1, 1962, pp. 5L-57.
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With respect to industries directly catering for
final consumption, the highest average annual rate of
growth of real income was recorded by the food and
textiles industries, namely 3.2 percent.

It is worth noting also that this high rate of
growth of real income in industries expanding the product-
ive capacity of the economy has helped to supply other
industries with their requirements of intermediate and
capital goods.

A comparison of the value of industrial production
in 1965 with that in 1952 reveals an increase of 273.9
percent which reflects the large strides made during
this period. The manufacturing industries, in 1965,
contributed 8l percent of total Industrial Production,
and within these industries spinning and weaving
accounted for 30.8 percent of the total value of
Industrial Production, followed by foodstuffs industries,
2.2 percent, engineering 7l.9 percent, and chemicals
11.) percent,

As the following Table 3.4 indicates, the manu-

facturing sector did undergo some changes between 1952

and 1965. The spinning and weaving industries continued

to rank first, followed by foodstuffs, while the petro-

leum industries, which ranked third in 1952, became the
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TABLE 3.l

M

VALUE OF INDUSTRIAL PRODUCTION 1952-1963
(L.E. MILLION)

Percent Percent
Rste of Rate of
1952 196l 1965 Increase Increass
between between
196l and 1952 and

1965 1965

Manufacturing _ . e -
Textiles 85 332 362 9 325.9
Foodstuffs 122 256 28] 10,9 132.8
Chemicals 2008123 % 18l 8.9 570.0
Engineering 30 165 175 6.0 ;83.3

Building Materials

and Ceramics SR 28 5] 6.9 2l el
TOTAL 266 905 966 8.9 270.7
Mining H T = 175.0
Petroleum 3 118 122 3l ~58.8
Electric Energy 10 51 55 T8 1150,0
GRAND TOTAL 31l 1085 1174 8.1 273.9

*®

These figures do not include cotton ginning and
pressing cereals, milling bakeries, tea packing, prin-
ting, government workshops and the output of military
works for military purposes. Central Bank of Egypt,
OP Cito, PP. 157'159.

Source: Central Bank of Egypt, "Industrial Develiop- °
ment in the U.A.R. in 1965," Econowmic Review,

Vol. VI, Nos. 2 and 3, 1966, p. 159.
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fifth in 1965, following the engineering and chemical
industries.lh

By 1969/70, the total industrial production
accounted for approximately 2.5 percent and the
industrial income 21 percent of the national income,
while the value of textiles production accounted for
30 percent of the total value of industrial production,
as shown in Table 3.5.1S

C. The Development of the Cotton
Textile Industry - "1952-1971

Sihce the beginning ef the 1952 Revolution, the

Egyptian government has been conscious of the vital role
which the textile industries play in the economy. The
realization of the ma jor objective of expanding the
quantity of cotton manufactured domestically has been
reflected in the constant rise in cotton textile products,
whereas in 1952 the amount of cotton consumed domestical-

ly was 1,298 thousand kantars,16 1t reachcd 3.6 million

lucontral Bank of Egypt, "Industrial Development
in U.A.R. in 1965," Economic Review, Vol. VI, Nos., 2 and 3,
1966, pp. 157-159, and Central Agency for Public Mobili-
zation and Statistics, Annual Book of General Statistics,
1952-1970 (Cairo, 1971), p. 88 (Arabic).

lSCentral Agency for Public Mobilization and 1
Statistics, Yearbook 1952-1970, op. cit., pp. 238-239
(Arabic).

16The Egyptian Corporation for Spinning and Weaving,
1st Annual Report, op. cit., p. 110.

ig-__
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kantars by 1968.17

Production

The development in cotton textiles production
can be traced through Table 3.6 and Table 3.7. Cotton
yarn production rose from 25,700 tons in 1952 to 105
thousand tons in 1960, recording approximately 97
percent increase. In 1965, production reached 138,120
18

tons with a percentage increase of approximately
150 percent over the 1952 level.

Table 3:7 furthermore shows that cotton yarn
production had increased to 163 thousand tons by
1968/69.

The output of cotton fabrics, which was 40,080
tons in 1952, rose to 75 thousand tons in 1960.
Production rose to 88,880 tons in 1965 recording an
increase of 122 percent over 1952. While in 1968/69
the fabrics output reached 96 thousand tons, as

appears in Table 3.7.

1715 1968, the amount of raw cotton manufactured
domestically was L6 percent of the total cotton crop.-
Central Agency for Public Mobilization and Statistics,
Statistical Indicators, 1952-68 (Cairo, 1969), p. 129
(Arabic).

1BPrime Minister of Industry and Mineral Resources,
Industry Report on the Foilow-Up of the Five-Year Plan
in 196),/65 (Cairo, 1965), p. 6l (Arabic) and National
Bank of Egypt, Economic Bulletin’ Vol. XXIV, No. 2,

1971, Statistics Section (Arabic
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TABLE 3.6

DEVELOPMENT OF ANNUAL PRODUCTION OF
COTTON SPINNING AND WEAVING
(METRIC TONS)

Yoap Spinning Weaving
Quantity Index No. Quantity 1Index No, |
1952 55700 100 10080 1.00 %
1957 78200 10,0 16200 14,0,2
1958 85000 152,6 58500 146 |
1959 91111 163,6 62531 156 |
1960 105000 188,5 75000 18741
1961 110952 199,2 69385 k735
1962 120768 2057, 0 80096 202,1
1963 122896 220,0 80109 200
196l 130791 235,0 87981 220
1965 138120 24,8,0 86880 221, 8
1966/673¢ 152142 273 10403l 260
1967/68% 160128 287 95092 237

Source: The Central Agency for Public Mobilizatiocn
and Statistics, The Statistical Indicators
for U.A.R., 1952-1965 (Cairo, 1966), p. b7
(Arab ic ) .

#Source: The Gentral Agency for Public Mobilizution
and Statistics, Statistical Indicators,

1952-1968 (Cairo, 1969), p. 107 (Arabic).
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Employment and Capital

Employment in the textiles industry accounted
for 32 percent of the total emplqyment in the industrial
sectort? in 1952.

In 1962/63, employment reached 178,75120 while
in 1969/70 employment in textiles industry increased to
233,775 workers in both the public and private sectors,21
accounting for 38.2 percent of total employment in
industry,

The value of capital employed in textiles industry
in 1950 accounted for 28.8 percent of total capital
employed in manufacturing.22 In aggregate terms, in-
vestment expenditure spent on textile industries
amounted to L.E. I3 million during the period 1960-6l;
out of which L.E. 26,30, thousands were spent on cotton

spinning and weaving projects.23

19%ational Bank of Egypt, Economic Bulletin,
Vol. XV, Nos. 2 and 3, 1962, p. 126,

ZOMinistry of Industry, Activities of Industrial
Companies in 1962/63 (Cairo, 196l.), p. 10 (Arabic).

2liumber of workers in the public sector was
211237, and the private sector 22538, Central Agency
for Public Mobilization and Statistics, Industrial
Production Statistics, Lth quarter, 1969770, June,
1971, p. 3. (Arabic).

22United Nations, The Development of Manufacturing
and Industry in Egypt, Israel and Turkey (New York, 1950),
pp- 30-‘31-

23patrick O'Brien, op. cit., p. 130,
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Marketing

Exports of cotton yarn declined at the beginning
of the period 1952-1970, from 9,853 tons in 1951 to
5,395 tons in 1953.2u i.e., a decrease of 85 percent.
Following the Suez Crisis, however, a new record was
attained; exports reached 4,305 tons in 1956, a 15
percent increase over 1951 - cotton fabrics sxports
increased to 3,616 tons in 1956 compared to 1,811 tons
in 1951. The industry had been successful in entering
new markets, although a number of countries were taking
measures against our Egyptian yarn export policy.25
During the Suez crisis, exports of cotton textiles
accounted for nearly 3.l percent of total exports in
195, increasing to 5.7 in 1956.26

During the fifties production exceeded domestic
demand; thus the cotton textiles industry had achieved
self-sufficiency. By the sixties, 1962, domestic demand
on cotton yarn had reached 99,351 tons, while production

was 110,743 tons in 1961. The accumulated stocks of

cotton textiles in 1962 amounted to 10,182 tons.27

2LLIQm:JL‘onal Bank of Egypt, Economic Bulletin,
Vol. VII, No. 1, 195L.

251p1d., Vol, X, 1957, p. 118.

26Ministry of Industry, Industry after the
Revolution, pp. 58-61.

2Tgentral Agency for Public Mobilization and
Statistics, "Marketing of Cotton Textile Froducts,"
Monthly Bulletin, Vol. 12, year 1, 1963, pp. 37-45

(Arabic).

D S —
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Exports of cotton spinning and weaving represent
by far the most significant manufactured exports; and
recorded very high rates of increase in the sixties,
accounting for 8.9 percent of total exports in 1960,
compared to only 3.1 in 1952. The value of exports
of this industry, furthermore, rose to 1.9 percent
of total exports in 1963/6l, and 20,6 percent in
1967/68. Exports of food processing industries by
comparison accounted for an average of 2.4 percent
of total exports during the 1963/6L-1967/68 period.28

Tables No. 3.8, 3.9 and 3.10 clearly demonstrate
the increasing importance of cotton textiles exports in

total exports.

TABRE 3.8

PERCENTAGE OF COTTON TEXTILE EXPORTS IN RELATION TO
TOTAL VALUE OF EXPORTS 1952-196l;

Exports 1952 1960 1961 1962 1963 196L
Cotton Yarn 2.1 L7 5 7 8 TeT
Cotton Fabrics o7 3T 3.8 .8 n L.

Linen 22 S5 i .6 .9 L

Source: Central Agency for Public Mobilization and Statis-
tics, General Statistics, Vol. 31, 3rd year,
July, 1965, p. 29 (Arabic).

28Central Agency for Public Mobilization and Statis-
tics, General Statistics and Analytical Studies, Vol. 68,
7th year, September, 1969, pp. 55-65 (Arabic).
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TABLE 3.9

PERCENTAGE OF CLOTH AND TEXTILE EXPORTS VALUE
TO TOTAL VALUE OF EXPORTS 1963/6l1-1967/68

Years
Ttem

1963/6l. 196L/65 1965/66 1966/67 1967/68

Percentage of

Cloth and

Textile

exports to 1l .9 1.6 17.5 19.8 20.6
Total Value

of Exports

Source: Central Agency of Public Mobilization and
Statistics, General Statistics and Analybical

Studies, Vol. 697, 1960 (Arabic!.
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Summary

To recapitulate, the foregoing study of the develop-
ment of the textile industry during the period 1914-1970
showed 1t as one of the leading industries in Egypt.

The amount of raw cotton manufactured domestically
exceeded U6 percent of the total cotton crop in 1%8.29
The percentage value of ready-made clothes and textile
exports in relation to total value of exports accounted
for 20.6 percent in 196?/68,30 while total employment
in the textiles iIndustry in 1970 amounted to 38.2 per-
cent of the tetal industrial employment.31 This, to-
gether with the high contribution to industrial pro-
duction and income makes further development very

- rational.

The abovementioned discussion leads to the con-
clusion that the cotton textiles industry, which accounts
for over 76 percent of the total production of textiles
Industry is likely to continue as a leading industry in

Egypt.

290entral Agency for Public Mobilization and
Statistics, Statistical Indicators 1952-1968 (Cairo,
1969), p. 129.

30central Agency for Public Mobilization and
Statistics, General Statistiecs and Analytical Studies,
Vol, 68, 7th year, September, 1969, p. 59 (Arabic).

3lcentral Agency for Public Mobilization and
Statistics, Industrial Production and Statistics,
Lth Quarter, 1969770, 1971, p. 3 (Arabic].




Table 3.1l gives a wider view of the place
of the textiles iIndustry in the economy.

TABIE 3.11

PERCENTAGES OF INDUSTRIAL MANUFACTURING AND TEXTILE
PRODUCTION AND INCOME IN THE EGYPTIAN ECONOMY
1952-1970

Ttems 1952 1961 1963 1965 1967/68 1969/70

-Percentage of
Industrial Income
to National Income 11 20 22 21.4 2%

-Perceuntage of

Industrial

Production to

Natioual Production = U2.9 3.6 L2.9 h2.5

-Percentage of

Manuf acturing

Production to

Industrial

Production -~ 95 85 8l

~-Percentage of

Textile Production

to Industrial

Production 27 37,2 3048 3l 30

~Percentage of
Textiles Income to
Tudustrial Income 25

~-Percentage of

Textile Production

to Total Manufac-

turing Production 32 35.1 39 3 39

~-Percentage of Tex-
tiles Income to Man-
uf ac turing Iucome 39.2 30.8

Sources: Statistics used in counstructing this table
were from the following sources: Central
Bank of Egypt, Economic Review, Vol. VI, No. 1,
1966, p. 289. Natlional Bank of Egypt, Eco-
nomic Bulletin, Vol. XV, Nos. 2 & 3, 1962,
ppo 126-1311 Ibid., VOl. XXII’ NO. 1, 1969’
p. 24. Ibid., Vol. XV, No. 1,_1?62,.pp. 54-57.
Ceutral Agency for Public Mobilizatiou and
Statistics, Geuneral Statistics, Vol. 68, 7th
Year, 1969, pp. 58-59 (Arabic). Ibid., Yearbook

of General Statistics of U.A.R., 1952-1
(Cairo: 197L), PpP- 233-23L; ol zIFabIcJ.




CHAPTER IV

THE INTERDEPENDENCE BETWEEN THE COTTGN TEXTILE
INDUSTRY AND THE INDUSTRIAL SECTOR
The development of the cotton textile industry

has historically had a dynamic impact on the economy of
those countries in which it has been established. This
was particularly true in the case of Britain and France
and more recently in Hong~Kong, Taiwan and India. In
the case of Britain, an expanding demand industry such
as cotton textiles in the 18th century encouraged short
cut devices and inventions to increase production.
In 1733, John Kay of Burry introduced his famous 1nven-
tion (flying shuttle) in the weaving process enabling
ene worker to accomplish the work of two men later the
Invention wés impreved leading to the acceleration of
fabric production., This invention created an imbalance
in the industry, resulting from the shortage of yarn and
the iIncrease ef unemployment smong weavers. This imbalance
urged the necessity for spinning inventions. By 1738,
John Wyatt and Lewis Paul had introduced a new spinning

3L

machine. Another two inventions, Hargreave's spinning

3hF. R. G. Jervis, The Evolution of Medern Industr
(London: George B. Harrap and Co. Ltd., 1960), PpP. 156—1%2,
and S. Pollard and C. Holmes, Documents of Eurepeanfconomic
History (Londsn: Edward Arnold, 1968), p. 289.

— B
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Jenny and Arkwright's waterframe enabled the speeding up
of the spinning process. Similarly, new technology was
introduced in other processes. In America, 1793 saw

Whitney's invention of the cotton gin. The mass produc-

tion of cloth had put a strain as well on the furnishing
processes, Berthollet, a Frenchman, had discovered the
bleaching method by the action of chlorine, James Watt
then introduced it into England. This shows the inter-
eonnexion between the various technical inventions.

These textile machines had also an impact on the
structure and erganization of production. With the intro-
duction of new machinery, there were economies of mass
production in all production processes. Mass production
necessitated the gathering of workers in a factory, and
the provision of the high cost machines, necessary

35

buildings which required large capital resources. Hence,
wo note how textiles stimulated the production of
textile machinery.

The wages earned by the large labor force employed
in the industry, furthermore, stimulated consumer demand,
including the demand for textiles.

The situation was somewhat different in Egypt, how-

ever, where the impact has been less marked, Textile

6
machinery is still not domestically manufactured.3 This

35Ipbid., pp. 112-138.

36w1th the exception of one company producing the
equipment for the textiles machinery and few spare par ts.
Said Abd E1 Moutall, The Modern Guide for Corporations and

Companies (Cairo, 1969-70) (Arabic].
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is due mainly to shortage of sufficlent capital, techno-
logy, and markets, in addition to the fact that a rapid
advance in the techniques of production of textile machi-
nery 1s taking place which leads to models becoming
obsolete quickly.

Nevertheless, the total impact of the cotton textile
industry on the domestic economy could be ascertained with
an analysis of the pattern of interdependence between this
industry and the ether sectors of the economy.B?

This chapter discusses the interdependence between
the textile industry and the other industries and sectors
of the Egyptian economy. Section A includes a framework
of the subsequent analysis of the pattern of interdependence
in the economy; also it contains an analysis of the
Ministry of Planning's published attempts at cunstructing
input=-output tables, with épecial reference to the
position and weight the textiles industry has in the
economy. Section B compares the pattern of distribution
of the cotton industry, for selected years of the 1954~
1967/68 period, among the various components of final
demand. Section C discusses the Institute of National
Planning Input-Output Tables of 1959, 1960 and 1961; it
also presents a reproduced classification_of the input-
output of the textile industry in 1959/60.

A brief summary then follows.

37United Nations, Textile Industry, UNIDO Monographs
on Industrial Development, Monograph ew York, 1969),

p. 58,
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A. The Pattern of Interdependence between the Te
be xtiles
Industry and the Other Sectors of the Economy

1. A Brief Theoretical Review of
the Input-Output Analysis

The input-output analysis, for which we are
indebted to Professor Leontif,38 could be considered
as a major revolution in the methodology of economic
analysis., It mainly seeks to identify the inter-
dependence of the production activities of the indus-
tries and the other sectors constituting an economy.
This interdependence results from the fact that each
industry employs the output of other industries as 1its
input and, in turn, its eutput may be used as an
intermediate commedity, er as a productive factor by
other industries. The main problem is to see how much
of the product is left for final consumption and how
much is used in production.

In this chapter input-output analysis 1is
utilized mainly in undertaking a structural analysis
of Egyptian industry to reveal the typical productive
and distributive interrelationship which determines
the structure of the industrial sector. By comparing

the input-output for different years 1t is possible

383¢ce Wassily Leontif, The Structure of the
American Economy 1919-1939 (New York: Oxford
University Press, 1903), P.
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to see how this structure changes.39

The first step in the structural analysis is to
identif'y the prdsent interrelationship between the various
economic units; the second is the direct effects result-
ing therefrom. A main aspect of structural analysis
is the investigation ofthe role of individual industries
in the national economy. Thus, the main emphasis in
this chapter 1s to trace the role of the textiles industry
in the Egyptian economy and the links which exist between
this industry and the other industries and sectors of
the economy.

2. The Application of the Input-Output
Analysis to Egypt

The attempts to construct input-output tables in
Egypt were pioneered in 1954 by the National Planning
Committee. The first table was constructed for 1954, a
second table was constructed for 1959/60, and the third
table for 1963/6l.. These endeavors at constructing
input-output tables have been of great help in conducting
the analysis of the pattern of structural interdependence

0
in the Egyptian econ«::m:gr.br

39William Baumol, Economic Theory and Operations
Analysis (New Delhi: Prentice-Hall of India Limited, 1970),
PP. ETQ-&BO. See alse Richard Ruggles, An Introduction to
National Income and Income Analysis (New York: McGraw-Hill
Book Company Inc., 1949), p. 143, pp. 128-131; and
Baumol, op. cit., p. 150.

uoshafik Youssef, "Input-Output Analysis and 1ts
Applicability to Egypt" (unpublished M.A. thesis, American
University in Cairo, 1967).
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The interdependence among the various sectors of
the economy could be detected through the structural
analysls showing the dependence of the economy on an
Industry or on several industries, as well as the
dependence of these industries on the products of other
industries and sectors. This structural analysis was
effected by rearranging the data of the 195l input-
output table, to show the degree of dependencynof the
individual industries or others, and the weight of
various industries en the rest of the economy.hl The
195 table was initially divided into 83 x 83 sectors;
later this number was reduced to 33 x 33 and 7 x 7 table.

Table L.1 fer 195l presents the deliveries of
each sector of the 33 sectors, to intermediate demand
(as inputs to other industries), thus showing its
linkage to other industries and sectors to domestic
final demand, and to exports. Table lj.2 shows the 1959
input-output table rearranged in the above-mentioned
order. It comprises 33 productive sectors. The follow-
ing presents a comparison of the structure of the
Egyptian economy in 195l and 1959.

a., The Ranking of the Productive Sectors
according to their Deliveries to Inter-
mediate, Final Demand and Exports Sectors:

The spinning and weaving industry was among the

industries which made significant contributions to

bl1pid,, pe 79.
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intermediate demand. It delivered || percent of its i
tetal supply (production and imports) to intermediate Il
demand in 1954. This rate decreased to 38 Percanthz it

in 1959 however, mainly en account of the great expansion

in the cotton fabrics industry. Between 1952 and 1961,
yarn production Iincreased by 99 percent while cotton
fabrics production increased by 73 percent.hB
The direct relation between the decrease in the M
textiles contribution to intermediate demand and the |
shift in textiles production itself could be noted if k
we take into account the fact that textile industry M
received 87 percent of the textiles contribution to
intermediate demand in 1959/60.uh' While cotton yearn
industry contributed 78 percent of its total production

for intermediate consumptoon to the cotton weaving |

1ndustry.u5

thccording to the National Planning Conitte, :f
the figure rises to L0 percent, Frame of the Five-Year i
Plan, 1959/60-1964/65 (Cairo, 1960), P. T7. |

L3central Agency for Public Mobilization and |
Statistics, The Statistical Indicators for U.A.R., i

Whpextiles industries, in its commonly used |
term, including spinning and weaving, and exclusing it
ginning and pressing of cotton and ready-made clothes 1
industry (at current 59/60 prices). The National | B
Planning Committee. The General Frame of the Five- I
Year Plan, 1959/60-19 airo, Aaes [k

LFSIbid., p. 59.
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The difference between the rate of growth of
cotton yarn and fabrics production during the 1952-61
period Indicates that domestic demand for domestyically
mamufactured products did not induce an equal expansion
ijn fabrics production.

Statistics show that while cotten fabric production
increased by 73 percent between 1952 and 1961, domestie
consumption of cotton fabrics increased by only 15 per-
cent during the same period.u6

Tables lj.1 and ;.2 show that the textiles in-
dustry falls in the middle group in terms of its deli-
veries to intermediate demand, and hence in terms of
the degree of dependency of the other sectors of the
economy on this industry, and consequently in terms of
its forward linkages with ether industries and sectors.

In 1954, industries making the highest percentage
contribution to intermddiate demand were the metal
industries, mining and quarrying and chemical industries,
delivering 9l4-68 percent of their total domestic supply

(production and imports) to intermediate demand. The

relative importance of these 1ndustries was later reflected

in the general expansion in capital goods and chemical

industries, which assumed strategic importance and were

—

ther capita consumption of cotton fabrics
increased from 2 kilograms in 1952 to 2.3 kilograms in
1961. Central Agency for Public Mobilization and
Statistics, Statistical Indicators, 1952-1968 (Cairo:
1969), p. 253 (Aravic).
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accorded high priority in industrial development plans .,

In 1959, however, this group of industries showed
some decreaseé in its deliveries to intermediaste demand.

In 1954, deliveries to intermediate demand in
the third group of industries ranged between 38 and
/01 percent of the total supply. At the top ef this
group were the food industries which delivered apprexi-
mately 33 percent, as well as cotton ginning and pressing
which delivered 23.3 percent of their supply to inter-
mediate demand and 76.7 e rcent to exports.

In 1959, its deliveries to intermediate demand
decreased to 22 percent, while the proportion of its
supply going to exports increased to 77 percent. Among
the other industries which experienced a substantial
decreaae in their deliveries to intermediate demand
were the Other Food Industries (which is ene category
of the Food Industires), the contribution of which fell
from 30 percent in 1954 to 7 percent in 1959. Dellveries
to final demand decreased from 59 percent to 56 percent
while their exports rose from 11 percent tn 1954 to
37 percent in 1959. These tendencies Imply a large

increase in exports ef feod products.

Fertilizers, electricity and basic industrles in-

freased their deliveries to intermediate demand. Their
Products are used as inputs in the production of most

industries, thus preparing for the wide industrial




ol

development that took place during the first Five-Year
Plan 1959/60-196L/65.

b. The Degree of Dependency among the Various
Industries and Sectors of the Economy

Input-output analysis was alse utilized to
. measure the degree of dependeney among the various
industries and sectors of the economy, as well as the
share of domestic preductien in the total available
supply (domestic preduction plus imports). Through such
an analysis we detect the weight of textiles industries
on the rest of the economy.uT

The following Tables $.3 and L.l show that in 195
the spinning and weaving industry supplied 91 percent
of the total available textile products, and 28 psrcent
of its inputs were produced domestically. The industry,
with an index weight of 71, ranked 7th among other
Industries in terms of its dependeney on the domestic
economy .

Table li.lL shows that, by 1959, spinning and weaving
industries supplied 98 percent of the total available

textiles, thusmearly satisfying the domestic demand for

—

LTveyne weight which each sector has en the rest of

Eﬂe economy has been derived by calculating the percentage

at domestic production represents out of total deliveries
a8 well as the percentage of its input derived from
gomestic production. The two percentages were multiplied
ag get an index of weight, and the industries were ranked
ragﬁrding to thelr weights, those exerting more weight

ing high on the top ef the table and those having little

Weight be laced at -
o cit.,ig% 80. at the bottom," Shafik Yousserf,
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these products, while the domestically preduced inputs
accounted for TO percent of the total iInputs, recording
o decrease of 8 percent as compared to 195l.

Cotton textile industry in 1959/60 contributed
approximately 99.5 percent of the total available textile
resources,  thus achieving self-sufficiency as regards its

products.

The ginning and pressing of cotton industry ranked
fipst, followed by the food industries; in 1959, these
industries were still at the top in the sense of having
heavy weights on the rest of the economy. Capital
intensive industries, such as metal products, mining
and quarrying, basic metallurgical and other basic
industries were among the main industries that relied
heavily on imports in 195l, both in terms of the per-
centage share ef imports in available resources as well
as in the percentage share of imported inputs in relation
to total inputs. At that time, heavy industries had not
been develeped yet.

The 1959 table, however, shows a significant subs-
Vitution of imports by domestic production particularly
I the filed of capital intensive industries, which
developed significantly during this period. Mining and
darrying supplied 79 percent of the tetal available

Teso
--..._irffs’ as compared to 7L percent in 195l. Other

48 | |
National Planning Committee, op. cit., p. 59.




- 82 -

T

pasic industries raised their contribution Trom [}7 percent

of the total available resources in 195 to 78 percent
in 1959. Fertilizers production rose from 33 percent

) in 1954 to L3 percent in 1959,

B, Classification of Cotton Textile Production

In the preceding section we presented a detailed
classification of the textile production as s whole,

into final consumption, intermediate demand and e Xxports,

comparing them in 195/ and 1959, and we have also clas-

sified the available supply into domestic production

and imports.

In the fc;llowing part, the focus is on cotton

textile production in particular., Table L.5 presents
E the various sources of the available textile comodity r
supply and the distribution in terms of exports, final 5';
consumption and commodity production requirements, also
investment and increase in stocks in 1959/60. As for

the cotton yarn industry, it almost satisfies the

domestic demand and its available commodity resources, 'i'
i

they were distributed as follows: exports approximately

1l Percent, commodity production requirements 79 per-
°ent, increases in stocks 7 percent and final consumption

3 Percent. Cotton fabrics resources were distributed J J

88 follows: exports 13,3, final consumption 8l percent |

ang Commodity production requirements 2.7 percent.




P =l

I8 0L0°€Q €°6L 2LS5°€E) s efil1g 000¢9. 000°.L9 16L°29 §0TJqed 1103300 JO
110 Tadumstioy 9T3s8emoq

80T 90€°20T 00T TQ9°26 00T L9T‘L6 000°QQ 000 ‘S8 ce6 Ll 00069 §0Taqed 1104300
JO TIoTaonpoag

fe  glez‘es €2 9l6 ‘LE le LELOT 000°Le cslfge 918 ‘02 ofstiET TIBX U0330)
Jo sjJqodxy

CLRNNET 02T L. tohtne €L 66L°T0T 00°M0T  005¢96 TSE“66 UJBX U03300) JO
uo fadumsio ) OTASeWoq

00T @SE°LST 00T €QWLST 00T lghzWT  009°€eT 000°fI2T  000°T2T  000°g6 uJBx 1103300
Jo uoT39npodd
{ R 006°€2 ooti‘zt 00t €9t B 86800044

duruutdg Faranp
u0430) MBY UT S807

/ ; LT

SSTLLT L6l 8TS°89T  00S°LST  00M“9€T  006°LET U030 0 AL A

uotqdumsno) OT3seuwod

» La13uen® ¢ Lqrquwnd » £atawend £Lgrqmend Lyrqueny £919men® L3Tqweny

OTJISSBID
" HeoeT %9961 S9/M96T  t9/€96T  €9/296T ESHT TOTIEE

(STOL T Kgtqieny)

896T-6S6T SUVEX QILOTTIHS HOd SILHOIXH fNOILAWA SNOD DILSHEWNOd
d0 SWHEL NI NOIINEIMISIA HISHL ANV SHTIIIXEL NOLLOD 0 NOITOonaoud

S° TFIgva




‘(696T :0arB)) 3a0dey Tentnry oyy,

"(o1qeay) *gf *d ‘€o6T ‘avek 4sT ‘T *TOA ‘TT3oTINE ATURTION
m0330) Jo Iurjexas), ‘S9T357989S pue

_S0138T989S DU TMOTYBZTITAON OTTQNd 0J KomeSy Teaguen

QTWOOOH *N96T d0JF °Y*v*n 1T jrewdoTone@ TBIJIGENpPNT, “adAS% JoO Ateg TBNOTYBN
‘696T ‘asof U3/ ‘g9 *top ‘SorTpngg T8oT34TBUYy PUB SOT48158

"SOTJIENPNL JOo TOT4BIOPed OU3F ST SOmBTI Q96T PR Lo6T

°Tland o0 Lowedy Teaguep <motqoeg TBOTISTIBAS ‘TLET ‘T
JO ABY TBMOTYBN 500408 SUTMOTTOJ oy3 WoaJ oJdeMm oTqe

*(otasay) Ig °d
:w@mu.n JO ©692Jno m.w

u‘s3onpoag Sutasem pie Sutrurdg
"OT3BZTITTIQON OTTAnd J0J Lome3y Twaamen “ggled €eqroiedo

"€9€ *d ‘G96T ‘N7 *oN ‘A *Topn ‘Mothey
‘(91qeay) 62 °d
35S Tedemeh ‘SOT36T983S PUB NOTIBZTTTAON
*ON ‘XX °*Toa ‘urgerrng otwotioow ¢qdASy
4 STU3 JNTFONIFSTUOD U posn S0T38T38BQS $90Jn0¢8

2*8T MLT‘02 €°9T €56°9T St LTg Sl 000°€T 000°¢ST L29°¢CT 0f0°¢L

80TdQgB { 1103300
Jo sjaodxy

% fa13mend ¥ L313uEng % Aatamend £Lq1qmend L3rqmend LaTqmend  Karqmend

£8961 L L96T 49961 S9/M96T  N9/€96T  €9/296T 6S6T

IO T3BOTJESEBTD

896T~6S6T SUVHA AAIOTIAS HOJ SLUOIXH ¢NOILJWASNOD DIILSEWOd
d0 SWMHEL NI NOIINGIYNISIA YIMHIL ANV SHIILXHL NOLLOD «0 NOILONdOHd

AENNIINOD--S*1 mTIava

S TP RS TGt




=8t

1t is worth noting here that the main share, approximately
8.7 percent of the cotton yarn contributions to inter-
mediate demand, goes to the cotton fabries industry, while
the main contributions of the cotton fabrics production

go to final consumption and ~f.aJi:1:'.101--ts..L"9

Table L.5 shows the quantities produced of cotton
spinning and weaving and their distribution between
domestic consumption (which includes domestic final
consumption, production requirements and increases in
stocks) and exports during the period 1959/60-1968).

The avallable statistics in Table L.5 are utilized
for comparing between the pattern of distribution of
cotton textile production in 1959 and 1967/68.50

Cotton yarn production in 1959 amounted to 98
thousand tons, and was distributed in the following manner:
domestic consumption 86 percent, exports 1l percent.
Cotton fabrics production amounted to 69 thousand tons
with domestic consumption with accounting for 89 percent
and exports for 11 percent.

In 196l/65, the value of textiles production
fmounted to L.E.345.5 million, including exports

(L.E.38,6 million). Cotten textile production contri-
———

49 .
The National Planning Committee, Frame of the
fve-Year Plan 1959/60-196l/65 (Cairo, 1960), p. 59. -

b Sobha comparison of the aforementioned years has
°en determined by the availability of statistilcs.
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puted approximately 75 percent of the total quantity

of textile production. Cotton yarn production was
divided between domestic consumption, accounting for

80 percent, and exports, accounting for 20 percent,
while the cotton fabrics industry contributed 86 per-
cent of its production for domestic c onsumption and

1 percent for export. Figures show a shift in the
pattern of distribution of both cotton yarn and fabrics
products; exports increased, par ticularly of cotton
yarn, which increased from 1l percent in 1959 to 20
percent in 196,/65. Cotton fabrics production witnessed
the same trend toward an=increasing export share.

Table .5 implies also that the pattern of dis-
tribution of cotton yarn production had slightly changed
during 1966~l968.51 Domestic c onsumption accounted for
between 72 and 77 percent of production while cotton
fabrics accounted for 81-8l percent. On the whole, we
could note g decreasing trend in the domestic consumption
Share and an inerease in exports share, from 11,2 percent

%0 19.8 percent during the 1959-1967/68 period.

C Ihe Institute of National Planning Attempt

at the Construction of Input-Output Tables

Similar attempts at constructing input-output

tableg Were undertaken by the Institute of National
\""-‘-.____

St 51Central Agency for Public Mobilization and
1atiﬂtics, Statistical Indicators 1952-1968 (Cairo,
2l i Dl 193, 71 UATeBicy.

<
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planning (INP) in 1960,

The first table was constructed for the year 1959 |
covering industry, electricity ang transport and communice- |
tions sectors. The table comprised 100 sectors which

were later reduced to 73 sectors due to lack of adequate

and convenient statistics, g step which was severely
' criticized since the cancelled Sectors, mainly mining
] and extraction industries were of great importance in
} magnitude, and in their contributions to economic inter-
dependence 5

The second attempt was the construction of the 1960
and 1961 tables which were an extension of the first
attempt, and the same construction procedures were followed.
This allowed for a comparative analysis of the changes
that took place in the economic structure, namely changes
in the economic interdependence.

In the following section, we present a brief review
of the results of those of the above mentioned studies

Which are of relevance to our sub ject.
‘-"'--._..__._

szInstitute of National Planning, Censtruction of
Input -Output Tables for Industry and Transportation and
funicniion Scotors for 19560/61 Ccnsus (Cairo: Input-
Utput Group, June, 196l[J, p. 3 (Arabic). Aslo
the Institute of National Planning Attempts to Construct
=Pub-Output Tables, by Ahmed Mohamed A, Nosseir,
%n the paper prepared by the Input-Output Dept. of
he Ministry of National Planning under the name of

Wurvey of Commodity Balances and Input-
Pu

i
tput Tablss, the Imstitute of Natiomal Planning,
December, 1955
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EELEechnical Coefficients in Industrial Activities

One of the main objectives of the study of the

| Institute of National Planning (INP) was To examine the

; technical coefficients in the various industrisil acti-

g vities.

! By technical coefficients we mean the amount of

intermediate goods, both raw materials and semi-manu-

factured products, used in pProducing one unit of final

production. It depends mainly on the level of techno-

logy applied and efficiency of production. A comparison

; of the technical coefficients in different factories and

! in different countries is considered a fundamental means

! of determining the following: !

f (1) the level ef efficiency of production in factories i
using the same level of technology in production;

(11) the differences in the efficiency of production
in a developing country from that in an advanced
country using the same production methods and

reasons for such discrepancies;

(111) tracing the change in technical coeffieients

from year to year in the same country, among the
various sectors of the economy. Due to defi-

ciencies in the statistical data of tables 1960
and 1961, it was deemed preferable to use these

tables in an aggregative way in detecting the

impact of change on the economic structurs.
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Partial tables were constructed by the INP Input-~

Output Unit for the industry, transport ang Communications

| sectors for the years 1959, 1940 ang 1961, for comparative |
studies purposes, Among these studies Wwas a comparison |

of the technical coefficients of raw materials and inter-

/ mediate goods, on the one hand, and power and fuel on
i the other, for the three above mentioned years.

A comparison was drawn between the gross production
of every industry and the amounts distributed among other
industries, and the ratio of the last to the first during
the three years of study. Moreover, a comparison of the

53

|

I

[I value added, wages and salaries in all industries was

|j also made,

f[ We could detect the following:

| = The improvement in the efficiency of production in a
cértain industry, i

= The impact of introducing new techniques of production

in g factory or in several factories on the general

Structure or nature of this industry.
A change in the value of the production require~
Ments in an Industry without a change in the technical

Coefficients could be explained by m expansion in
e

Tnput 53The Institute of National Planning, Analysis of
Port ~Output Tables for Industry, Electricity and Trans-
190" and Communications Sectors for the Years 1959,

> and 1961, Memo No. 459 (Caire, 196l ), p. 5 (Arabic).

——,
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production. However, ir both of them change, this implies

a change in the level ofr technology Oor productive effi-

ciency.

Table 4.6 shows the valus of inputs and

f the technical coefficients in the textile inrdustry for
|! the two years 1959.and 1961.51"

| The INP study showed stability of technical co-
efficients in many industries including textiles in-

IrI dustries, during the years under review. The following
" Table L.6 shows a comparison of the technical coeffi-

| ¢ients of both raw materials and power and fuel in per-
’ eentages in 1959 and 1961. The technical coefficients
| in the textile industry showed no ma jor change during

this short period.

input-Output Tables

|

1

|

{

J’ The National Institute of Planning
|

The aggregative Tables L.? and /.8 show the flow
°f inputs and outputs in Industry and Transportation
for the years 1959 and 1961. The tables comprise 1l

rows and columns, and two more containing the total o

*equirements and the total value added.

Textiles céntribution to intermediate demand
Inereaseq from 20.2 percent of its total value of pro- 5:_:,:_:",..-_
duction in 1959 to 59.6 percent in 1961. The inter- t

mediate contribution of the textile industry to itself
E———

iy oy 1
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TABLE )i .6

VALUE OF INPUTS AND
OF THE TEXTILE

COEFFICIENTS
INDUSTRY

(In 1.5, 000)

Technicgl
1RpuLs Coefficients

tivities
& 1959 1961 1959 1961
Food Industries 2 21 - o i
Spinning and Weavin

pIndus%ries = 81779 99150 21,76 53.65
Mining and

Petroleum

Ixtraction 310 - «13 -
Chemical Industries 6838 10652 2.30 5676
Wood Industries 1221 13,45 .0 «73
Machinery and Repairs -~ = = =
Metal Products 15 57 .05 «03
Electricgl Products = = = &
Electricity 3392 1,050 15 A2 2419
Transportation and

Communicationsg - - - -
Natural Resources 119299 8525 Lo 1.61
Others 3281 1187 Ji] «60
Total Requirements L2749 12,987 13.39 T e57
Wages and Salaries 18360 114759 6.2 7.99
Production 2998261 18796, 100 100
et
Source : Institute of National P1

Input—Output Tables,

(Arabic),

anning, Analysis of
Memo. No. 459, p. L8
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incceased from 27 percent in 1959 to 53.65 percent of
jtg total production in 1961. Food industries input
gemand increased from 1,77 percent to £,55 percent in
1961.

On the other hand, regarding the input demand of
the textile industry on the products of other sectors, we
note the following: the sharp decrease of the input
demand on the natural resources from 40.L percent in 1959
of the total textile production to 4,61 percent in 1961
which represents a steep decline in the consumption of
direct natural resource products.ss We also notice an
{nerease in the input demand of the textiles industry
on chemical products, which could be maiﬁly explained by
the expansion in man-made flbers production during this
period, as the nylon industry was introduced.

Demand on imperts increased by 10 percent. 1In
general, total requirements decreased from 79.L4 percent
in 1959 to 7.6 percent of total textile production; in
the meantime, value gdded increased from 20.6 percent to

25.l; percent of the total production.

salapies inoreased from 6¢2 percent to 7

Ssrisuraa of the cotton ginning %gd preiiiﬁgsiguite
this source were unavailable for 1961. ence, v
difficult to explain the cause€ of this abnormalfsield .
The cotton ginning and pressing jndustry uses e
resources ) raw cotton as its main input; so & P r

explanation be the fac

otton crop in the
t that the c1Y o T

to supplying jts needs

The share of wages and

.997percent in 1961.



« 97 =

Meproduced Classification of the
Textiles input-Output in 1959760

As mentioned in Section C of this chapter, the
inpug-output analysis is used in sectoral analysis, where
every sector 1is represented by a row containing com-
modities produced by that sector and a column that
includes the various inputs used in producing the product.

The following section represents an attempt at
drawing up & sectoral analysis of the textile industry
with the aim of further examination of the role played
by this industry in the Egyptian economy. A reproduced
table embracing the main classifications of the column
and the row of the textile industry 1is presented.56
This was made possible by having a broad classification
of the inputs and outputs which could be applicable to

21l industries and sectors.

Tables 4.9 .a and © show that the textiles industry

of its total production to the
The

contributes 31 percent

national income, which 1s a relatively big share.

remaining 69 percent represents the production require=

the Nat ijonal Planning

56
I depend mainly on o the Flve-

Committee Statistics enclosed in the Framé
Year Plan 1959/60-6L/65 (Cairo, 1960), which/ggesen -
the commodity balance of this base year 1952 O Rt
Figures of exports, final consumption and 8vO0°C
changed from factory cost to market prices.

allocatlons pattern was

5o

his classification of Natiomal
intp : An Introduction to

oduced in Richaldﬁﬂsslefzfqaw I Grav- 111 Book

Income and Income Analysis
Uompany, Tnc., 19 QL9), PP. 131-132.
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ments, mainly the ginning and pPressing industryts

products, spinning and weaving, chemical products

and power and fuel.

Table L4.10 shows the distribution of the total
value added in terms of wages and salaries and returns
to ownership which comprises rent, interest profit and

fixed assets depreciation in 1959/60 (at 1959/60 prices
and in L.E. millions).

TABLE [ .10

THE DISTRIBUTION OF THE TEXTILES VALUE
ADDED IN 1959/60

Value Added Wages and Returns to
Salaries Ownership

Spinning and Weaving L.E. 47.2 L.E, EE?Y L.E. 22%5

Source: The National Planning Committee, The Frame of
the Five-Year Plan 1959/60-611/65 (Cairo, 1969 ),
p‘ 1230

In 1961 the production requirements (raw materials

and fuel) of the textiles industry amounted to 58.8

Percent of the value of production. Wages and salaries

d
represented 29,9 percent of the value added generate

in thig industry.58

2 : :
Economic Bulletin,

g P -57_“ ;‘|

' 5BI*Tat‘lonal Bank of E%ypt ’
ol, XV, No. 1 (Cairo, 1962
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In 1962/63, total production requirements (raw
materials, fuel and electricity) accounted for approxi-
mately 65 percent of tetal textiles production, while
the value added reached 35 percent of total production.59

In 1967-68, the value added accounted for 33;&
percent of the production of the Egyptian Corporation
of Spinning. The percentage share of wages and salaries

accounted for 58 percent of the value added generated

in these companies, thus recording a significant expansion

compared to the 1959/60 figures. This reflects govern-
mental concern with the social welfare regardless of
declining shift trends in labor producitvity.60

The 1965/66 statistics show that the value »f
the production requirements in the cotton weaving
industry accounted for 75.5 percent of the total value

of fabric production, which represents a decrease in

the real contribution to National Income.

595 14 Activities of the Indus=
Ministry of Industry, AC ontral Control

trial Companies in 1962/63 (Cairo: <The v )
of Industrial Statistics, 196l), p. 10 (Arabic).
- 60} t on the Economic
Ministry of Industry, Repor o
ctivities of by Boyptian Public Corporation o rgé;’gi
and Weaving for 1967 s, L9695 BPPeANIE J

61Taking into consideration that value added in

deducing
this respect is the net value added afteiabion costs.

services received from ethers and deprec
Central Agency for Public Mobilizations and Statistics,

Cotton Weaving Industry (Cairo, 1968), p. 59

|
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As traced In this chapter the input demand of
the textile iIndustry on the products of the other
sectoré of the economy is rather large. The multiplier
effect (resulting from the demand for inputs) of an
additional unit of final production for textiles, 1is
thus also quite substantial. First, it generates
additional demand within the agricultural sector, since
cotton fibers are grown domestically. In 1968, almost
6 percent of the total cotton crop was domestically
manufactured. This linkage effect is of great import-
ance and fits within the economic development plans
which aim at expanding the domestic manufacturing of
raw materials,

The textiles industry is obviously linked to
clothing, and including, as it does, man-made fibers
it 1s also linked to chemicals and petre-chemicals.

Although the textiles industry in Egypt has generated

a demand for textiles machinery, domestic production of

the required machinery has not been encouraged for a

number of reasons.62 The most important factors impeding

the development have been (i) the relatively small size

SRl N domestic market (1) theiRightrate of techno-

—

duces i
ne factory that pPro A
as well as production ?_
oss of textiles. f
uide for Corporations i

70) (Arabic). ' 

621y Egypt, there is only ©

Spare parts of textile machinery,
fquipments in the production proc
S21d Abd E1 Moutall, The Modern G

&nd Companies (Cairo, 1969/
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1Dgica1 change in the production of textiles machinery
which renders models already produced obsolete rather
quickly.

Thus, to keep up with advanced techniques of
production, the textiles industry in Wgypt continues to
.rely on importing improved machinery.63 There is still
room, however, for the production of less complex
machinery and spare parts.

It seems that the textiles industry contribute
more backward than forward linkages in Egypt, i.e.,
1t uses the products of other industries as inputs .
mere than its products are used as inputs ef other
industries.

The varieites of fibers grown in Egypt, it is
argued, however, may not initially be the mest suitable
for the products that the textile jndustry plans to
produce. This may account, as we shall see in Part III,
Chapter V, for the relatively high costs of textile
production. The government, in this casse, subsidised

the price ef raw cotton - when produced fer export marekts =

as part of its agricultural policy. The government also

resorted to import restriction and export subsidies to

- t
Support the cotton textile industry. To tackle the 1oobs

——

of visiting a number of

6
: ¢
3‘I‘he writer had a chanc tant of which was the

Yoxtile fact

ories, the most impor 2 ;
I;isr Spinning and’Weav-j_ng Company in Mehal la-El Koubra
here they utilized fully automated mac
SPinning and weaving process.

hines 1in the cotton
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of the problem, changes have to occur in the agri-
cultural sector where new varieites mainly extra short
staple cotton have to be grown.

Part III of this study examines the impact of
present economic policies and measures on the cotton
textile industry, and discusses measures proposed for
eliminating their negative effects. Chapter V discusses
the impact of economic volicy on the efficiency level
of octton textile industry production. Chapter VI

discusses the future trends and prospects of the cotton

textile industry vis-a-vis the man-made fiber industry.




PART III

EFFICIENCY OF PRODUCTION AND FUTURE TRENDS
OF THE COTTON TEXTILE INDSTRY




CHAPTER Vv

THE INMPACTS OF ECONOMIC POLICY ON THE
EFFICIENCY OF COTTON TEXTILE INDUSTRY
The preceding chapters indicate that the tex-

tile industry has spearhesded industrial development,
as is the case of wmany other developing countries, In
addition to the fact that the textile industry accounts
for a high proportion of the total labor force employed
in the wmanufacturing sector, the spinning and weaving
industry requires a moderately skilled labor force.
In a modern mill, less than one quarter of the labor
force need consist of skilled labor.rt

According to the Neckacher-Ohlin theory2 of

comparative advantage, a country would tend to specialize

1Unittad. Nations, Textile Industry, Monogrgtph Noe«
7 (New York: 1969), p. 5. The textile industry is
becoming a more capital intensive industry. The higher
labor cost in the advanced countries was a strong in-
tentive to develop high speed automated machinery; but
this does not mean that developing countries have to
adopt these advanced techniques in production; 1t megzxs
the availability of a wider range of machinery to sui
the ratio or capital to labor cost, skills and the slze

of the market in each country.

2 0 i iffects of Foreign Trade

See Eli Heckscher, "The EfTfe < P
;ntthe Distribution of Income," Headlg%iilnartlgeLThiory ot
~iernational Trade, edited by H. S. 8 s |
¥e¥zlor (Philadelphia: Blackistone, 1949), Shepienes o8 .
ahd Bertil Ohlin, Interregional and Inte:?natlol\rzzss.: s
H“‘Vard Economic Studies, Vol. 39 (Cambridge,
8fVard University Press, 1933).

o 106 = ; - i'-
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in the production of those commodities which intensively
utilize its abundant resources, Many developing coun-
tries in general, and Egypt in particular, are thus
expected to hold a cowmparative advantage in the pro-
duction of textile products, as the Production methods
for textiles have proven to be relatively labor in-
tensive.

In this chapter an attempt is made to analyze
the impact of government policies on the growth of the
cotton textile industry. Section A examines government
policies regarding cotton. Such a review is particu-~
larly significant in view of the fact that cotton input
constitutes from [jO0 to 85 percent of total textile
production costs. Section B presents the impact of the
government policies on the cotton textile industry,
while Section C examines the level of productivity in
the domestic textile industry compared with that in
competing countries and that in other domestic indus=

tries. Section D analyzes the relationship between the

plant size and economies of scale. Finally, a brief

Summary is presented. |

A. Goverrment Protection Policy for Cotton |

l. The Post world war II Period a
The government protectionist policy rogulatang L

t
Cotton was introduced as early as World War I. 11

war II, :

lasteq throughout the Great Depression and World




- 108 -

and directly influenced the regulationsg that were
jnitiated in the post wWorilg War II perioq, The types
of protectionist measures adopted by the government
during that period may be clagsifieg as follows: (a)
area restrictions, (b) cotton export taxes, (c) pur-
chases for and sales from buffer stocks and (d) en-
couragement and support of cotton exports through
direct subsidies or disguised partial depreciations

of the Egyptian pound.

8. Area restriction

This was the type of intervention measure used
during the World War II period.3 It proved to be in-
sufficient, as large quantities of cotton remained
unsold. The Egyptian Cotton Commission (ECC) had to
Purchase large quantities of cotton at support prices.
After the war, the ECC faced the problem of selling its
accumulated stocks. The Commission attempted to solve
this problem by fixing a supported price for selling
cotton, in addition to the area restriction device which
IWaS Still in use. This policy, however, proved to be
ineffective,

With the advent of the 1952 Revolution, the

- : ent ?
®0tton policy was characterised by increasing governm |
k 1 |

restriction HEN

3 i ' i he area
< It is worth noting that the 5
device is still in use up %o the present. H%nsin E?
s Zoule, evelopment and Economic Policy 1n Cémpénv 1965) :
Bypb)(Aﬁéterdam: North-Holland Publishing J 9 :

k. il
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intervention, which later evolved into the nationali
sation of 1961, followed by ¢o-operative marketing in

1963. Any cotton policy had to take into account the

rapid increase in the domestic demand for cotton, as

already explained. The spinning industry, in particu-
lar, developed vigorously, not only to satisfy domestic
demand, but also to meet the exXpanding exports of the
textile i:ncms*t:_t’y.LL Statistics show that domestic con-
sumption of cotton accounted for approximately 20
percent of the cotton crop during the post World War II
period, increased to 30 percent in 1956, and reached

16 percent in 1968.°

b. Export taxes

The second protectionary device used by the
government was in the form of export taxes, which were
introduced in 19,8. Export taxes were intended to
Partially finance a subsidy to domestic spinners, who
were compelled to use high quality Egyptian cotton. Its
most important effect was to keep domestic raw cotton
Prices down, compared to the raw cotton prices in ex-
port markets. Rconomic rationality has required a
prices

differentiation in export taxes, and therefore,

. e
With respect to the various export markets recelving .

m_.‘-___-_
SN

L Tbdd,

5Central Agency for Public Mobiliggt%gﬁgrﬁ?d
S-’t‘.‘li“istics:,. Statistical Indicators, 1952= L

1 69)'8 'Po 129 (—Az\abic). ":'I
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cotton. The export tax reached itg maximum level in
1950/51, and it served as an alternative device for
area restriction--a measure which was not adopted until
1954/55. The tax remained high, in spite of the lower
export prices, which were due to fiscal considerg-
tions-6 The export tax was meant to prevent the far-
mers! incomes from deteriorating as a result of the
tendency for cotton prices to fall. Starting from
1955/56, however, export taxes decreased considerably
while domestic purchase prices of raw cotton increased.
The purchase prices for  the domestic textiles industry
continued to rise in relation to export prices including
export tax. By 1959, the difference in favour of

7

domestic industry had disappeared completely.

¢c. The buffer stock policies

The buffer stock policies adopted by the
Egyptian Cotton Commission (ECC) were aimed mainly at

counteracting short-term fluctuations in cotton prices

and income of cotton producers., During the fifties,

when buying from producers, the ECC fixed a support

Price much lower than the Alexandria marke® quotations,

while most ECC selling prices had been higher than the

—

i e to keep up s
6'"1%'18 Dasbombe sosl 0 ahtgeizggency for cotton ¢

the farmers! income in spite of ©
i . 101.
Prices to fall." Hansen and Marzouk, OP: cit., P Wi

"Ibid., pp. 98-102.




ot bbb

Alexandria free market prices.8

(It has been stateq

by BECC experts that prices are beloy the Alexandrig
market quotations because the former carries transpor-
tation costs, storage and insurance costs, which have

to be reduced from the original price.)9

d. Subsidies and exchange rate ad justment

The fourth protectionary device, direct sub-
sidies to exporters, was used extensively during the
1952-1955 period. Subsidies were granted to exporters
selling at reduced prices specially for export to hard-
currency countries. The combination of export taxes
end subsidies were meant to apply a price differen=-
tiation policy, adjusting the price to the conditions
in each export market. This price discrimination
policy had been seen to be inefficient, and in the
1962/63 season the ECC offered uniform prices to all
foreign buyers.1l0

2. The Period from 1961 to 1971

By 1961, the cotton trade was nationalized and

Prices were centrally fixed. All raw cotton sales to

meet domestic or export demand were %O be’concluded

through the Egyptian Cotton Commission (ECC).

—

OIbid,, p. 102.

9This has been stated by top managers of the |
fastern Cotton Company, Alexandria.

102-10lt.

10Hansen and Marzouk, OD¢ cit., PP~
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From 1963, uniform prices were to be set for
all export markets and domestic selling prices were
to pe fixed at the beginning of each season.ll 7o en-
courage textile exports, domestic spinners producing
yarn or cloth for export markets were to receive a
subsidy from the government corresponding to the dif-
ference between the ECC selling price of raw cotton for
export, and the selling price of raw cotton for domestic
consumption. Thus, the domestic textile industry was

subsidigzed when producing for export.l2

The prices set
by the ECC for raw cotton utilized in production for the
domestic market were higher by 10-15 percent in 1962
than export prices. This was made possible by the fact
that the domestic wmarket was protected, as the impor-
tation of raw cotton was restricted by law.

Thus, the protection policies. enabled the high
cost cotton textile industry to expand by having the
domestic final consumers pay a higher price for the raw
cotton used in the textile products than the foreign

final consumers., Regarding fine quality products, the

domestic textile industry has an advantage in export

t
markets over the foreign producers, due to the expor

—

Sries to the ECC from ginning mills, while B78, (5 o !
Prices for local consumption are the DPric

Mestic spinneps to ECC. Ibid., P. 106.
n C of this

127hig point is discussed in Sectio
Chapter,
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taxes still levied on medium staple varieties of raw
cottone.

Comparing the situation as regards cotton
policies during the fifties with the present 197X

policies, we find substantial differences. During the

fifties, domestic textile producers producing for do-
mestic or export markets were favored by means of an
export tax on raw cotton. During the sixties and up
till 1969, domestic final consumers have been increas-
ingly taxed in favor of raw cotton and textile exports,
although there is still little taxation on raw cotton
exports in favor of the domestic textiles. In addition
to this subsidization policy of exports, there exists
an area restriction law limiting Egyptian cotton pro-
duction.t3

In evaluating the various government inter-

ventionist measures, it could be noted that some of

them are worth perpetuating, since they work efficiently,

while others need to be modified. Among the advisable

devices is the area restriction of cotton production,

which needs to be determined by the government 1in

relation to total final demand, taking into considera-

tion the shift in the terms of trade against the

: i i i ard
interest of the primary producing countries with reg .

I
[
\ .
—
7 i

13Tpid., pp. 107-108.
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to cotton. Raw cotton has at the same time to be golg
to domestic textile producers at lower costs without
differentiation between Producing for domestic or
export markets. Production costs would thus decrease,
in general, making it possible to export at lower
support prices to start with, while with an increase
in efficiency this may lead to the eventual discon-
tinuation of subsidies.

At the same time, raw cotton exports have to be
further encouraged by creating competition among im-
porters and abolishing export taxes on short staple
cottons, while high taxes are imposed on medium and
long-staple, karngk cotton. Some of these measures
have already been adopted. (Very recently it has been
stated that no subsidies will be given when textiles
are produced for export mza.rke:ts..)uL

The government is studying now (the end of 1971)
methods for raising the purchase prices of raw cotton

accruing to farmers.

B« The Textile Industry and Economic Policy

As has been previously noted, the Egyptilan

cotton textile manufacturers suffer from having to

TeS0rt to the use of high priced Egyptian raw cotton-=

» uc—
both long and medium and short-staples--in the prod

e ———

: t the Egyptian i
lpr, M. E1-Garib, expert ad S | |

Genepal Corporation for Spinning an b




tion of low count yarn.15 This, in effect reduce
: ’ S

the efficiency of production in the domestic industry
by raising its costs of Production. Thig ig at a

time when the domestic industry has to compete in

export markets with low-priced foreign products utili-
zing short-staple low-priced raw cotton. In addition,
foreign competitors have the advantage of more advanced
technology and higher productivity. 1In spite of these
difficulties, however, the domestic cotton textile
industry has survived and developed.

Thus, during the fifties, cotton textile pro-
duction exceeded domestic demand, and although the
Egyptian textile products faced hard competition in
export markets from the low priced products of the
Asiatic textiles industries of Hong Kong, Japan, Malaya,
India, and Pakistan, the Egyptian industry contributed
an increasing surplus (over domestic demand) of fine-
quality textile exports to Europe and the United States
Of America. However, exports were blocked by the

adopted protectionist measures codified in the World

_ 16
Textile Agreement sponsored by GATT.

t—._h__‘__._‘—-___— |
n short-staple Hlie

151t hould be noted that Egyptia
zgtton is con:idered'as medium and long-staples cotton ! y
'oad, } .

GATT }

(Unji 16General Agreement on Tariffs and Trade.
Inited Nations Specialized Agency).
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Most of these difficulties were dealt with by
neans of direct subsidies and sales of raw cotton by
the ECC below the domestic market Prices when producing
ror exports. The main device of the post-war period,
however, took the form of taxing exports of raw cotton.,
such a tax supports domestic textile products by raising
exported raw cotton prices, thus raising production
costs of the foreign fine-yarn manufacturers, i.6., prow
vided a preferential treatment for domestic producers
relative to foreign producers using imported Egyptian
cotton. Nevertheless, foreign yarn-producing com=-
petitors in Furopean and American markets were hardly
affected by this tax, as the relatively lower costs of
raw materials in Egypt were of little importances The
major barrier to exporting of fine quality textiles
remained mainly in the form of quota barriers and other
qQuantitative restrictions effective in importing

countrieg 17

As has been shown in Section A of this chapter,

®otton policies have changed substantially since the

°1d of the pifties. Export baxes almost disappeared

ve even
for mogt varieties, and domestic manufacturess ha

icese M,
°ome to pay higher prices for cotton than export PT b

\x
domestic cotton

17I 5 . £ =
: n spite of this supporv, eign indus-
Prices were gt111 higher than those of fore &7 =, Fop.

‘ d Mar
cﬂ-ea for short-staple cotton., Hansen an

== PP, 153-15,
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The following section discusses the government
support policy for cotton textile ©Xports. It analyzes
this support and presents a brief survey of the appli-
cation of exports policy from World War II and until
1971, when it was totally abolished.

1. Government Support Policy and Cotton Textile Exports

a. Export support policy in Egypt

The export support policies regarding cotton
textile products have been applied since the World War
II period. These were mainly the result of the accumu-
lation of cotton textile stocks resulting from rapid
expansion in production during the war, which was not
met by an equal increase in demand.

With the resumption of imports following the
war, the domestic textile industry faced serious dif-
ficulties due to its subjection to foreign competition.

This caused domestic textile production to exceed

domestic deman by 25 percent in the post World War IT

Period. The government, thus, had to intervene to

remedy the situation. It granted domestic producers

this
Subsidies to promote their exportse. Nevertheless |

cks
measure fell short of solving the problem and sto

3 ort
koDt piling up. In 1953, the Textile Industry Supp

- en—
Fung was established. Its main function was to

: means
COurage and stimulate cotton textile exports by

ngxport ‘diffaranoes"- to

o Branting subsidies called i
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compensate for part of the cost differentigl inhibiting
the export of the domestically produced textiles. Thig
subsidy had the effect of lowering cotton textile prices

18

in export marketse.

b Regsops for government support of cotton
splnning and weaving exports

The main factors necessitating government sup-
port for textile exports may be summarized as follows:
i. High costs of raw materials: The major kind
of cotton textile produced in the form of coarse
products or thick yarns and fabrics was pro-
duced from fine quality and high price Egyptian
raw cotton, which is uneconomical for producing
these low quality products. This leads to the
inerease in the costs of production of these

products and therefore a rise in their prices.

ii, High costs of production: A number of

factors operate to raise the costs of production

in the cotton textile industry.

o ; ber of
a). The excessive expansion 1n the num

workers employed, due to the government

i sé
full employment policy, caused an 1ncrea

er in
in the production costs. One work

, : .
Egypt attends to 18 spindles while th |

h-.__‘__.___

policy of the

18pr. M. E1 Garib, "The suppor?t Orzani-
sobile Exports, " Con%erer’me of MW
Ztion of Production and Exports., Calroe

Pp

* (9=82 (Arabic). priw
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worker abroad supervises as many as L0

spindles. This is in addition to the low

level of productivity in operating the

spindles, and the irregularity in repairing
@ the machinerye

b). The extra costs borne by the cotton
textile industry in the form of expensive
imported machinery and spare parts (on
which import taxes are levied), in addition
to the high prices of other production
requirements such as power, dyes and trans-
portation.

¢). Other costs connected with government
policies such as compulsory social insurance
and health and safely requirements. The
total additional or extra costs borne Dby
the textile industry amounted to 20 percent

of total costs. For the above reasons,

government intervention and support of the

industry were deemed necessary to enable it

to compete with foreign producers in export

marketse

i ort
The government support 1n the form of expP

: s ifferenceé
difference consists of the followlng: (1) the dif

l i i is
! the raw cotton price. The sum of this subsidy

tian raw ;
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cotton price used in manufacturing coarse (low count

)
(ii) The
difference in the efficiency of producing cotton tex-

textiles and the foreign raw cotton Prices.

tiles and the relatively high labor cost,

Being only slightly affected by the higher
costs of production, yarn exports are subsidized only
by the price difference. The cotton yarn industry is,
in fact, counted one of the major industries in Egypt,
and is encouraged to grow competitively in the world
markets. The cotton fabrics industry, on the other
hand, needed to be more intensively subsidized in order
to increase its exports.

The following Table 5.1 represents the "export
difference support" received by the various categories
of textile products inaugurated in July 1964 and con-
tinuing till the end of June 1968. Conseguently, the
support was decreased by 16 percent of the total star-
ting with July 1968 exports.19 In 1971, experts from
the Egyptian Spinning and Weaving Corporation declared
policy had been

that the whole export subsidization

discontinueqd,

From the table we notice the following: The

n I . . two kinds »
°Xport difference support" is split into

i hich
The firgt, is the price cotton difference subsidy W
Kh
191bid., pp. 82-8li.
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accounts for 16.3 percent for low counts (10 c.ounts)
and is reduced to nil for counts of 40 ang higher,

This subsidy is, thus, inversely proportional to the
number of counts. This is because the low count yarn
or the coarse products are more adversely affected by
the high prices of raw cotton, compared to the foreign
coarse products produced by low priced cotton. The
high count fine quality products, however, are produced
from the long staple Egyptian cotton both in the domes-
tic industry as well as the foreign industries, and
hence the price difference progressively decreases and
little support is required. The other is a subsidy
granted to compensate for differences between the levels
of efficiency in the industry at home and abroad. It
varies positively with the number of counts. Counts as
low as 10 receive a subsidy of 10 percent which in=-

creases to nearly 20 percent as counts increase, This

Mmeans that the fine quality fabric exports need to be

subsidized more for the differential in the level of

efficiency than the lower quality fabric exports, since

2 relatively higher level of efficiency in low quality

B o by tion 1d) vealized than therdlevelicIicE S

°lency attained in fine quality fabrics product 1ome '

s The Future of the Export TaX

se the government support of

In order to decrea ‘ il

$ jciency
*he textile industry the level of productive eff:
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has to D@ raised. Cowmplete elimination of thel pud
ce

gifference subsidies would necessitate the foliouing

measures:

. Importation of f i
a agn orelgn short-staple cotton

The importation of foreign short-staple cotton
yarn to replace the short-staple Egyptian Ashmouni
and Giza 66 used in the production of coarse. fabrics.
This will be beneficial in two ways. It would de-
ercase costs of production, simultaneously allowing for
an expansion in raw cotton exports, thus realizing a
gain out of the difference in prices of the imported
low quality yarn and the exported high quality and
20

price Egyptian cotton.

b. Development of new varieties of raw cotton

The development of new varieties of raw cotton

which give higher yields and extra short-staple raw :

cotton which has been successfully experimented with

ey prove beneficial. In 1971 a variety of American

raw cotton was successfully cultivated in Upper Egypte.

i ddan
It gives an average production of 7 kantars per fieccaty

1 eddan
In comparison with an average of 5 kantars per £

Blven by the Egyptian cotton (in the first picking). o

i . OIle |
This ney variety is picked four times per seas o

< erican
Further expansion in the cultivation of the AM

——

20Tbid., p. 85.
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raw cotton varieties is expected to be undertaken .
nex

year 021

c. Mixing man-made fibers

. wit y
textile production h_raw cotton in

This would decrease the consumption of Egyptian
rew cobtton in the production of coarse textiles and,
in the meantime, improve the quality of textiles. The
introduction of blends of man-made fibers and cotton
fibers in textile manufacturing, in Egypt, is a de-
velopment which deserves further attention and study.
This is especially important for the following reasons:

i. The low prices of man-made fibers.

ii., The high demand for blends of cotton and

man-made fibers products because of their dura-

bility.

iii. The reduction in the domestic raw cotton

consumption for the sake of increasing raw

» 1
cotton exports, hence improving the CEUAR]

balance of paymentse.

In the long run, it may be more worthwhile to

increase the level of counts produced, that is, to

Produce more of the medium and high count textiles.

- type
This would in turn call for an improvement I s 'YP

e

1 d the Success |
L 2lsgad Hagrass, "Ameﬁlcan g?:;onzi?lo/197l, Pe i "
16s Cultivation in Egypt," EL-AUXEZs) 5061 ores

Arabic). (One feddan = 1.038 acres =
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of machinery and the standard of technol
textile production, R
e i i

The above discussion of the necessity for
government support of the cotton textile ing
not mean that protection has to continue in :Ztry .
run. Price support has been reduced in 196LL/6: -
again in 1968 by 1lli percent. By 1971 it has bee:nd
completely abolished. Increasing the efficiency of
production will not by itself put an end to the need fo
support, as the price difference would still be effec- \
tive. The elimination of the price difference support
22

o ; ‘
d in the meantime, improving the number of counts

..... Aa

produced into mainly medium counts and.high countsa. AB

wol ; -
1 suggested in the introductiom:<-f néw varieties of
5 U 2 |

extra: i
ra' short-staple cotton in Egypbt’ for the “production of
coa . : Ry
i rso or thick clothe. _®he.production. of blends ef -
22 : N
2Mention should be made, in this connection,
Development and

of L
Ecoflgz?rdiscugslon In Hanson and Marzouk,
mﬁi%ﬁl, on the policy of jmporting short 3 aple
ton ex -Oor omestic, uso gnd increasing the Egyptilan cot-
revenug ?ts' It is stated that since the marginal
than th rom selling more cotton abroad tends to be less
forei ¢ export price which depends on the elagtlc:}ty of
Many gn.dem&nd that- is quite inelastic, as it is with
r Primary goods, we cannot rule out the present policy
aw cotton import restriction. Bent Hanse

ar -

tonziouk’ op. cit., P. 155. The jmportation O

Eincestalso not recommended by n experts i

ease he foreign raw cotton mig
8 and pests.

the agraria

ht carry plant dis- !
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cotton and man-made fibers would ag1so need to be
developed.

It is also worth noting here that the Present
capacity of the domestic cotton textile industry
gbsorbs all the remaining amounts of cotton crop, aftepr
satisfying the export requirements.23 Hence, "any plans
to expand the capacity of the domestic production of
cotton textiles would essentially depend upon the
availability of raw materials,"2L

Ce An International Comparison of the Levels of
Productivity in the Textile Industry

The preceding sections of this chapter discussed
the adopted cotton and textile economic policies that
have a direct impact on the efficiency and productivity
of the cotton textile industry. This section contains
an analysis of the level of productivity in the world
cotton textile industry, in general, and the domestic

cotton textile industry in particulare

1. Efficiency of Production in the Cotton Textile
Industry on the International Level

: Pl
Reports from United Nations sources and ind

. ion
vidual countries indicate that the world consumptlo

e ————

ton crop goes
CEYN significant share of the coznd losnse Ihis

o the sovi on for repaying debts to o
Share accouggegn%g?' 331:8% Eny1965/ 665 1t %Ereg%ig share

L78% of the total cotton oxports iD 196-'Zh total cotton g
°f the cotton yarn exports was 47.9% of tfzr public M :
arn exports in 1967/68. Central Agency ators, 1952
1Bations and Statistics, statistica Indic .
2968, (Cairo: 1969), pp. T3-15¢

87 |

Rl a0t Din Hl~Garibsuop. ol LRk N
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of raw cotton has continued itg ascending trend since
the post war period. 1In spite of the 9.3 percent
decrease in the number of spindles in several countries
pbetween 19L9/50 and 1967, consumption of raw cotton
during this period increased by 70 percent as shown in
the following tablee.

The fact that the increase in the index number
of spindles in the world was wmuch lower than the in-
crease in the index number of raw cotton globally con-
sumed attests to a noticeable increase in productivity
per spindle.

Further examination of individual countries
data indicates that advanced countries apply mocdern
technical innovations to the textile machinery in order
to cancel out advantages enjoyed by the developing
countries in cotton textile production, resulting from
low wages and domestic availability of raw materials.

Table 5.2 presents a comparison of the index
number of amounts of cotton consumed in several coun-

tries and the index number of the quantity of spindles

T
at work, the year 1949/50 being taken as the base yea
Table 5,3 shows that a few countries, such as

st
the United States of America, France, Italy and We

umption 1in
GemanYa have increased their raw cotton consump

i i lese In
SPlte of the decrease in their number of spind

Union and EgyPt,

Other countries, such as the Soviet
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TABLE 5,2

INDEX NUMBER OF THE NUMBER o
THE CONSUMETION OF RAW COTTON 1N T gehls OF
THE PERIOD 1949-1967 FOR

Years 1949 1955 1960 1965 1966 1967

Index

Number

of the

Number

of

Spindles

in the

World 100 105,.3 102.3 106.5 108.3 109,.3

Years  1949/50 1954/55 1960/61 1965/66 1966/67 1967/68

Index

Number

of the

Raw

Cotton

Consumed

in the

World 100 128.7 151.7 164.3 169.1

——

170.2

rends in the World

Source: Ipp me B
: sic T
ahim Boraei, Some ba £ National Planning,

Cotton Industry, Institute o
Memo No. 989 (Cz;.iro, 1970), p. 63 (Arabic).
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consumption exceeded the increase in the nuub
er of

gpindles. In the United Kingdom, the recorded de- !
crease in the number of spindles set for work 5. spuill8 .
excoeded the decrease in the amounts of praw cotton
domestically consumed.25
In spite of this increase in the efficiency of
production of textiles, the level of productivity in
the domestic textile industry is low compared to that
of other industries. A comparative analysis of the
levels of productivity in the various industries is
thus attempted in the following section.
2. Productivity in the Cotton Textile Industry
The commonly used measurement of productivity
in an industry is output per worker. Other measurements
are capital output or income ratio, the net to gross
output ratio, and raw materials to income ratio. In
the following section we shall trace these ratios in
industry as a whole and in the textile industries in

Particular,
productivity

jpndustry is

a. Output per worker; Labor

Although productivity in Egyptian
: tries
réelatively low compared with that in advanced coun 2

i ker in
S8tatistics show that industrial output per Wor

e

Basic Trends in the world

25 :
Ibrahim Bouraie, Some DE nning Memo,
Cotton Ind itute of Nat ional Pla

N°-989 ( ustry,llnstltu 53 [Arabic).

» PPe

‘\Cairo:
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G SRLLES 56 and inersased™to 7l in 169 (et oy
priceS)- Comparing these figures with those of the
United States and some European countries, we find that
the corresponding figures are L.E. 26l in the Uniteqd
Kingdom, .L.E. 294 in Germany and L.E. 595 in the United
states during the 1935-1937 period,

Between 1917 and 1958, employment in all indus-
trial establishments employing 10 or more workers
dropped by nearly 3 percent, while the value added in
real terms rose by approximately 7 percent per annum.

Between 1958 and 1960, ewmployment rose by 21 percent

and value added in real terms increased by 32 percent

with an annual rate of growth of 2 percent .26

The figures in Table 5.l indicate that whereas
the level of productivity in the Egyptian cotton fabrics
industry is higher than that in Turkey; it is slightly
more than one-third that of the United Kingdom and a

little over one-fifth that of the United States.

Another study by the United Nations is available

d
on the Egyptian productivity per worker. The study

e —

. o 'on p. 180.

2OCharles Issawi, Egypt in Revolggivﬁ’:y during
It is worth noting here that labor Boe 214/65 decreased )
the First Five Year Plan of 1960/61 to = a decreasing '
: O'T.Percent. This shows that there 215

Erend' in industrial labor productivity whtha‘b Ipro=

drary to the statement of Charles IS

Utivity in the Egyptian industry & W

Tapldly M opaples Issawi, oP: L=~ cib, P-it 1 productivity

add ¢4 this the decreasing trend in iapprgductivity- |
© slow increase in raw mate 2 I

sawil
g risin

ang th ria
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TABLE 5.l
PHYSICAL OUTPUT PER WORKER IN

VARIOUS INDUSTRIES, 195),

—

Industries Egypt Israel Turkey Uniteg United
Kingdom Stat

195k 1951 1950 19k8 = e

Grain Milling

(Tons) 1,0 320 - 250 1,80

Beer (hl.) 290 230 25 o g

Cigarettes

(Kilograms) 1230 5200 14100 - 6860

Cotton Fabrics

(1000 meters) 12 - 6 20 32

Paper (Tons) 12 65 8 -- 10l

Matches 8

(Millions) 13 2l -- 27 6

Petrol-Refining

(Tons) 500 1300 - 730 1890

Cement (Tons) . L70 600 260 900 1040

#Members of Chamber of Textile Industry producing
about 70 percent of the total outpub

Source: United Nations, Developme
in Charles lssa

Revolution: An Economic Anal

Pe 71, quoted

nt of Manufacturing,

University Press, 1963), P

: iEondon

5.

|
|
l
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includes 67 projects with an aggregate investment of
L.E. 50,5 million, which starteq Production in 1940-
6l. The net output per worker was calculated at
$3,800 in the mineral products industry, $8,900 in
chemicals and $l,500 in food brocessing, $2,300 in
engineering and metals, and $2,700 in textiles, recor-
ding a comparatively low level of productivity.27
Before World War II, a worker in the Bgpptian
textile industry used to attend four automatic looms,
while at the beginning of the fifties he took charge of
16 looms. At the same time, 16 workers attended to
1,000 spindles. This level compares very unfavorably
with productivity in the United States where four
workers on the average were required to attend to 1,000
spindles, and in Western Europe where the corresponding
figure was 5.28

b. Labor productivity during the First Five-
Year Plan period

Examining the labor productivity of the indus-

trial sector during the plan period, we find that the

index number of the average productivity of labor de=
' .3 in

Creased from 100 in the base year 1959-60 to 99.3
| gase of

the fifth year, 196l-65, with a percentage decrea

e is mainly due to the decrease .

'l percent, This decreas

2 i industry
°f 1.5 Percent in labor productiv1ty in total

e——

2T1bid., pp. 180-162.
nomic Bulletin! i :

28National Bank of Egypb, EconotlZ ———— i

¥ol. 1v, No. 1, 1951, p. 100. e




in the fifth year.

A number of industries have neverthelegs
witnessed significant improvements in productivity
over the plan period. As Table 5.5 illustrates, in
the paper industry average labor productivity incresseg
py 182.6 percent in the five-year period, while in the
chemicals industries it increased by 13.8 percent and
in wood products by 39.1 percent,

Among the industries experiencing a decrease
in average labor productivity, basic metals industries
witnessed a decrease of 18.5 percent, food and drink
industries 16.9 percent, ready-made‘clothes industries
2.3 percent, and petroleum products industries 1l.9
percent .

The spinning and weaving industry witnessed a
slight increase of 3.y in labor productivity which is
considered rather unsatisfactory for one of the major
and most vital industries in the Egyptian economy =7

This low level of labor productivity is offered
38 one of the main factors limiting economic deyeloEg
"ent during the first five-year plan.

. = . : in=-
Comparing labor productivity in Egyptian

: : o alic
duat?‘i with that of other countries W€ find tha
“""‘-_.__

ining the
Rate o - Said Ahmed E1 Bawab, Fa"“"f-,'if?ieiﬁénéést
® of Growth of the Industrial Sec SR National

5 :
Pi""*?ear Plan 1960/61-1961J./65:).I_nstll5 TArabic) e

~—Ming Memo, 780 (Cairo: 1967), P-




INDEX NUMBERS OF THE AVERAGE P
IN INDUSTRY DURING THE FIRS
(1960/61 - 196]/65)

= Qac

TABLE 5,5

RODUCT IvIT
AR oot

Y OF LABOR
VE-YEAR PLAN

(1959/60 Pricesg = 100)

gectors and Base Plan Years
Activities Year P
First Second Third Fourth Fifth
Year Year Year Year Year
Mining 100 121.5 109.2 112.8 119.9 118
Extraction of
Petroleum 100 142.3 116.1 127.5 108.9 109
Extraction of Mine=-
rals and Stones 100 105.L 106.3 95.7 108.l 107.1
Industry 100 101.7 92.6 100.6 98.5 098.5
Food and Drink
Industries 100 88.5 85.6 82.6 85.3 83.1
Tobacco Industry 100 102.1 101  99.6 100.3 103.8
Ginning and Pressing
of Cotton 100 10L4.5 75.9 100.7 90.3 100.7
Spinning and Weavin
Ready-Made Glothes 100 104.5 123.2 119.4 97-6 977
1
Wood Industry 100 16.6 149.6 6.7 2.4 139
Faper Products - 282.6
2.1 123,
Polishing Industry 100 108.8 109.L 116.7 1 &
Tanni 83.9 93.1 k.2 90-6
amning Leather 100 62.7 3. e
120.1 113.
Rubber Ingugstry 100 107.9 115.6 1131 e
- 83l 126¢3 ¢
Chemica) g Industry 100 113.4 108.5 12
m Production 0.2 98.1
tndugtry 100 102.7 84T 9
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TABLE 5.5--CONTINUED

INDEX NUMBERS OF THE AVERAGE p
IN INDUSTRY DURING THE FrRsy poe ViTY OF LABOR

(1960/61 - 1%M65)IVE-YEAR PLAN

(1959/60 Prices = 100)

Sectors and Base Plan Years.-.-
Activities Year ; : ; "y i
}I;irst Second Thirg Foupth Fifth- .
ear Year Year Yeap Year
Non=Metallic

Products Industry 100 106.1 110.9 110.5 102.1 103.5
Bagic Metal Industry 100 113,5 112, 106.5 8.9 81.5
Metal Industries 100 103.8 129.6 115.4 112.1 123.6

Manufacturing and
Repairing Machines 100 66,1 61.1 33351 176.38122

Transportation 100 122,5  171.8:198.3 "1930ni571q
Other Industries 100 103.2 102 101 101.1 90.7
Electricity 100 108.6 121.6 117.5 120.7 136.2

Grand Total of

Mining, Manufacuring
and Electricity 100 102.,1 98.1 101 99.1 99.3

= e

Source ; Statistics used in constructing this table were
from the following sources: Ministry of.Plan-d
ning, The Main Achieved Goals of Productlon an

%0 the Sectors in the E"irsili g“igies

2 0/61-196];/65), Statistica .
Ministry of Plannl':ing, #ollow-Up and Evaluation
of the First Five-Year an ;try -
Part T, Table No. I, pp. 0-62. 12 o
Planning, Labor Statistics include

Annual Follow-Up Reports.
Labor Unit Statistics, quo

OplciEt W piio]

s

f Planning,

s Q
Ministry £l Bawab,

ted in Said
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1ags far behind. In the Eastern socialist countriege-
soviet Union and European Socialigt countries--the
index number of labor productivity increased from

100 in 1958 to 138 in 1963. Other developing countries
in South Asia witnessed an increase in the average
productivity of labor from 100 to 117 between 1958 and
1963,

In the advanced capitalist countries, such as
the Common Market countries, the index number of labor
productivity increased from 100 in 1958 to 135 in 1963.
puring the same period, average labor productivity rose
by 25 percent in the United States and Canada.30

Physical productivity per worker per working
hour in the Egyptian cotton textile industry was cal-
culated in 196l /65 as follows:

Average production of spinning worker per otz

Total production in kilograms X 1000 kilograms—
Number of workers x number of working hours

1
% 707000 kilograms x 1000 kllogram = 929 gram3.3

x 18 working hours

In 1967: the value -of the averag® aﬁmi’al pro-

: duotlvity

301n current prices, tho averagiag_r;epiﬁd,ﬂﬂhlle

3’5” Wovker: inoreasédyby 9% during the P >p.84. Minis-

0 average wage in industry increased by i 'Ghe Five—
of ﬁanni Follow up and Evaluat on ;.
Year Plan 1960/61- CRiros & =
(Arablc Ya ‘
on and

ti
y for Public MBI 25w Gonoral

1.6’

31 Centray Age
Statistics "Ind?mt%ml Developmen

Statl tics and Analytical Studiess,
Septenbor 1969, p. S5 (arabic).
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quetivity pep workeriwas L.El 1283!per worker and 4
in

1968/69, productivity decreased to L.E. 1111.382 (411
ot current prices) .32

An attempt is made in the following section to
trace the level of productivity and efficiency of in-
vestment and raw materials in industry as a whole, and
in the textiles industry in particular, comparing their
levels before and during the First Five-Year Plan
1960/61-196l/65. This is done basically to give a
complete picture of the trend of change of inputs pro-
ductivity in textile industry.

c. Other indicators of level of productivity

during First Five-Year Plan 1960/61-196L/65
compared to level before plan

The major factors limiting the realization of
the planned 8.9 percent average annual rate of growth of
the real industrial income during the First Five-Year

Plan were outlined as follows:

First, investment criteria, quantity of capital

and its pattern of distribution ané afficiency in the

industrial sector. Second, labor productivi‘by—-WhlGh

has already been discussed--and raw materials

e ————

Economic

32Ministry of Industry, Report oF the — ==

gctivities of the Egyptian Public COTROTEL 7trrrmy.,:
Ig%gnlng and Weaving for 1 ar Ea

0) p. 7 (Arabic).
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prodUCt ivitye
% Investment

The growth ratio of the industrial sectop
(industry., electricity and mining) over the plan years
nas been a highly capital intensive one. This sectop
received 3.1 percent of the total investment of the
sconomy during the First Five-Year Plan.

a. The quantity of capital

If we compare the amount of capital invested
in the industrial sector during the plan period with
that in the previous period, we notice that investment
in the industrial sector during the plan periocd amounted
$o L.E. 516.5 million, whereas investment in the pre-
vious eight years preceding the plan reached L.E. 367.1

million. Industry received 67.1 percent of the total

actual investment in the industrial sector, electricity

accounted for 21.8 percent and mining 11.1 percente

Chemical products industries received 8.9

Percent of the total investment of the jndustrial sec-

tor (industry, wining, and electricity), petroleum

. nte
5.2 percent, and basic metal industries 6.3 perce

received
large amounts of investment resource

"eaving which accounted for 10.6 percen’s,
H——

ctor
ti 33We shall discuss whether e?chtiﬁn of
Ve or negative effects on the reallza

°f growth
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yobacco and drink industries which received 7.5 percent
. cen

of the total industrial sector'sg investment

The pattern of distribution of investment thg
2 ?

showed a high concentration in the pProductive indug-
tries, which received L.E. 363.3 million, accounting
for 70.4 percent of the total executed investment in

the industrial sector.Bu

b The investment efficiency

As we have seen, the magnitude and pattern of
distribution of the industrial investment had a major
impact on the rate of growth or real income in the
industrial sector. When we examine the investment
efficiency of production we notice that it had a nega=
tive effect. This will be traced in the textile in-
dustry as well.

The marginal capital/output ratio in industry
and mining amounted to 2.4 in the fiprst five-year plan,

1.7 in electricity, and stood at 2,8 in the total in-

ng ratio for the

-1959/60

dustrig] sector . The correspondil

tobal industrial sector during the 1952/53

Period wag 2,5, thus indicating a bigher level of

\\‘—
and FOl 10”"

l[inistry of Planning, W , 0
1‘1}%@ Five—Yegr Plan 1960/61-1 .Cz?elterminin‘g
?tllllote by Sald Ahmed E1 Bawab, T*;e iFg“g;’i'?or in the b
06 Rate Yr ‘Griswih -of the Indugtrid in U.ARes |
Irst Pivestacy mran (1BA0761-1960/65) 2B, 500" 1967)
ﬁ‘ﬂtltu%iev%f Natﬁﬁafl'(ﬂann/ing Memor780 (00

s 17 (Arabic).
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officiency of production than that achieved during

the plan. 35

The United Nations study showed that the
capitalfoutput ratio in 1960/61 in industry was L2
with corresponding ratios of 0.55 for food, 1.22 fop
textiles, 3.0 for chemicals, 0.20 for minerals and 0.99
for eng:i_neer'ing.36 In 1947, however, the overall ratio
of capital to value added in manufacturing industries>/
was 1,10, in food processing 1l.0L, in textiles 0.5, in
chemicals 2.72, in mineral products 1.8}, and in
engineering and metal products 2,61.38

A comparative analysis of the capital/output
ratios in industry shows an increasing trend in its
velue in most industrial activities. This trend is
probably due more to the effect of (i) the shift towards

establishing more capital intensive industries that

35Ministry of Planning, op. cit., PP 76-99,

quoted in Said E1 Bawab, op. cit., P 15.

d
36‘1'00 much significance should not be attache

b0 these chan -t a1/value added (between
ges of the capilva ? died
1947 and 1960/61) since the number of projects stu

?33 igﬁll‘ Charles Issawi, Eggpt in Revolubion, PP

v er
L 3T1n 1967, the average %m“alaﬁzgdgztil*gﬁytg
.2. ges 5,169 millions, while 1D 1?6933 Ministry o
U2 milliong, (All in current Pr-¢ ties of the

Indugty : taivi

, ¥, Report on the Economic AS Weavil
EO Ption’ PuEYTc Gopsoration Ffor Spinniie Sr—rrrisy.
= 1967768 and Calro: IS

pa 183'

- 3 n
3E')’ch&?tl’3~e.'3t Issawi, EgY toin Revolutloll,
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require large sums of capital, (ii) a change in the

jevel of technology applied in the wvarious industrial

getivities and (iii) decreasing efficiency in capital

utiliZ&tiOnl

c. Raw materials productivit}y during the
First Five-Year Plan period

The low level of labor productivity in Egyptian
industry is also coupled with low productivity of raw
material inputs. In several industries this level
remained stable, while in others 1t improved only
slightly.

As for the industrial sector, as a whole, raw
materials productivity during the five-year plan period
(1960/61-196)/65) increased by only 3.8 percent. The
decreasing raw materials productivity in many industrial

activities, particularly spinning and weaving, has
forced it to face severe competition in export markets
from highly efficient foreign products. It is worth
mentioning that raw materials constitute a high per-
centage~-between L5 and 85 percent--of total inputs in

textile production. The cost of production of raw

materials in textile industries increased during the

Plan period, The production requirements for an

S s
qulvalent to one L.E. (1000 millimes) of textiles

out i
Put in the base year 1959/60 was 691 willimes and

i n(_‘,'.['e ? 9 1 1 9 1, 9 9 [‘l(:es
B.Sed tO 0 mllllmes in 1 6]_]_/65 ( a I S /6( ) p il )
3

Which

T

OPresents a decrease of 2.6 percent in prg
W
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oductiVity (mainly cotton).

material pTr

m g

i tional inputs |
i gsic metal “industTrY,

in the o -
clothes and shoesy =341 percent;

o leun - industry., ial.5 “RErceEnte

. > I t
_p:5 percent; and PS .
i rded a glight 1mprovement

Other industries reco

- 1lic
in productivity; among these were the non-meta

in
products industry that increased by 0.1 percent durling

percent, food and

39

the plan period, paper industry 7.4

drink 5 percent and chemical ijndustries 1.6 percente.

D. The Textile Plant Size and Economics of Scale

1, In Industry

In the preceding sections of this chapter, the
productivity trends of the various inputs in the textile
industry were examined regardless of the size of the
Plant or firm. Here we focus on the level of produc-

tivity and efficiency with respect to the size of the
establishment.

A study of industrial production statisticsg in
l -
960 carried out by the Central Agency for Public

Mobilj i i
ilization ang Statistics covered 3,336 indust il
ri

Minist ;
oL the Five-Yearrglgi’ Piannln% s Bval

uation and Follow.
Hmu S2—=300/61 - 191, 768 ot e g T i

LI-T Thrabic), -

e e =
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establishments.u'o These were classified according to

the pumber of workers ewmployed:

First size 10-1}9 workers
gecond size 50-99 workers

Third size 100-499 workers

Fourth size 500 and over

The study showed the results which appear on
7able 5.6, From this table, we can observe 1) The ine |
crease in average production per establishment and |
productivity per worker is directly related to the
increase in the number of work shifts (with the ex-
ception of establishments employing 500 or more

workers), and 2) Labor productivity increases from the

first to the second size; then it tends to decrease in |
both the third and fourth sizes. In normal cases, and
at early stages, efficiency tends to increase€ with

‘ increasing scale of production; nevertheless, abt 81268

|

L

1

larger tnan management capacity oOTr in the case of s0me i

Industries, such as the textile industry--which does

o i M

0k require very large production unitsul--diseconomies

———

: . ining
and lLO’I.‘hese werse distributed as Fold O i]él; raﬂnd " g
{

Quarryin urin 2 electric :
£ g, 3290 manufacturing, .
ggz% _ ?natitﬁte of National Planning, Some serviad 160

Licients of the Industrial gtatist

C L]
airo: Inpus-Output Group, 196L), P e

jcs, Memo nOe

ke, . : : d

6 This point will Dbe discusse n be-
tw‘;ggn the I‘esuIJits of a field stgd}}' ontghe relatloll ©

i he gize of textile establishmen = disoussed.

clenc 2 i
Stug Ysor production in Latin America ation between the o

' 1 Y shows =3 the re bove e
. - 8 8 si ts of wn &
- 120 of fim aﬁﬁlgr?i?ﬁcy of production &2 sho
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of gcale start to appear. However thig Casela
eserves

purther investigation in order to underline the mai
main

£agtoTS pehind this phenomenon.

statistics show no correlation between the

percentage gshare in total industrial production ang

e sigarof the firm (productive unit). In the first

gize 5 percent of the invested capital contributes

16 percent of total production. The second size ac-
counted for 6 percent of the invested capital and
generates 8 percent of total production, while 22
percent of the investment accruing to the industria
sstablishments of the third size generated 20 percent
of production. The fourth size, accounting for 76
percent of investment, contributed 56 percent of the
total production of the industrial establishments.“rz

The same trend was exhibited with respect %0 ||

the relative contribution to total value added by the

verious size establishmentse.

: r
Table 5.7 gives a clear view of the pehavio

ect to variations in
gests that

43

°f inputs productivity with resP

thelallzs of sstablishments. (The table S8

8lze two ig relatively the most efficient gizes

\_‘—-_.__

t . P. 51‘
ing, _Q.E"-g" 4 ,
o plants b

43 oy in 1ar€7 8 osion
Whole greater inefficiency = struc
antbe attrlbutabizato deflclencieﬂ 1? th stabl hmeﬁ:’
e ¢hnology in the Egyptian large== e areaucré
MEht be gs well attributed golths killse .....----I'D Lo
“TBaNizationg or lack of manager ziaiis il

halnstitu‘be of National Plann
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TABLE 5,7 |

ARISON OF THE COEFFICIENTS IN THE VARIO ;
GOMP OF ESTABLISHMENTS IN INDUSTRY IN l%gs SIZES |

S 1st 2nd 3rd Lth |
Items size size size size Comments |

|.

Lebor !i
Productivity 1410 1770 1290 1,50 Production in L.E. |

Thousand
Number of workers

Capital ‘,
P ivi 22 7,05 3,1 1,77 Production Capital
R : ; ’ in L.E. Thousand

Value Added/

. 29 Value Added/
Production »15 sl )35 Production
L.E. Thousand

Value Added/

] Value Added/

Capital 1,06 1,95 1,07 »5 Capital

L.E. Thousand
Capital/
; 0 Capital/
Worker 200 370 420 82 }plwnbsr of

Workers

___—---'——-_._- e

Source : Some Derived

Institute of National Plamnlngs b yigpics,
Coefficients of the Industri%utput GrouPs
Memo 460 (Cairo: The Input=

196l), p. 77 (Arabic).
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gcale labor intensive weaving unitg L6

As shown in Table 5.8, approximately 75 percent
of the total number of establishments in textiles
industry in Egypt employ less than 100 workers, ac-
counting for only 8% of the total employment in the
industry .

It is important in this respect to compare
vetween the coefficients of industry in general and the
textile industry in particular. Figures in Table 5.9
do not show any direct relationship between the increase
in the size of establishments and the increase in capi-
tal or labor productivity in the textile industry.

The comments which were made on the coefficients
of industry in general also apply to the textile in-
dustry. Productivity of labor and capital and the
ratio of the value added / Production and value added /

; 4. g ) 1
Capital significantly increases from size one to 81z

two, then suddenly decreases in size Bhree. In the
largest size establishments, size fours product 1vity
f size

rises but remains at a lower level than that ©

. he
two estgblishments. This can be attrlbuted to t

z e of
lack of managerial efficiency and high percentag

waste in productione
R h
68,

"Lé’United Nations, OP-e cites P-




«(otqeay) og 'd ‘(f96T ‘dnoap gndino-guduy

:0dF8D) 091 owel ‘S3MATOTIIEOD Tetagsnpuy ‘3JurmreTd TBMIOT3BN JO 0QNATASII] :60400§g
19l € 1€ 99€ ‘9. QTG LIT 6£9 90T LT 1
£02‘sS 20M‘9 6eL 22 TEEYAT 26 £
heti ‘1T 6L0°T chL galh Tl 2
6116 022°T L9L°g L9E‘s TEE T TVLOL
eght 9L6*2 9L6‘2 oth‘e 2 1
9T 9€ LE 16 € T SOTT3XOL JI9Y30
qg (o} T0T S0T T €
S T 92T LT 6 1 odoy
0€9 066 292‘¢ Thi‘2 | 1
619 69L 699 ‘2 €11e L °¢
€l QET Q68 0LE 6 2
LTh TLE Qeeee S6E°T o]e] T J8OMY T
i oL ‘9e AT 929°06 26698 9¢ 17
o gho“f Tih‘s f199¢L1 MRT ET L9 €
1 692°T LIg 26 ‘¢ 92 ‘¢t ss e sIeqTd TBJN3BN JO
: 90¢€ £29 1gs‘s 262t 922 T Sutaeopm pus Buputdg
Leg ‘€ 62002 f1s9¢0e 969°¢2T q i
19 To€ S60°¢2 626°T 0T €
29T TET 2as 924 L 2
o2 69T 6L9 265 T4 T SI0QTd ©PBH=TIBR
000T *d°1 840885V 000T / £41I0UI
UT POpPY S qriourfo Tduy en[*r] TIT ~USTTAB38H ©ZTS
entsA poxt 110 T40N PO ad Jo aeqump

ZUISOANT FIIIXIL HEHS 40 SINIIDIJSJIHOD
g@°s FTIAV.L




summal’

This chapter aimed at examining the effect of
economic policies on the efficiency of production of
the cotton textile industry and at demonstrating that
eny improvement in the level of productivity would call
for the adoption of a number of measures if the serious
difficulties which this leading industry faces in Egypt
are to be solved.

One of the serious problems facing the cotton
textile industry is the use of high quality Egyptiam
cotton in the production of low count textiles, whereas
in other countries the 40 percent cheaper Indian cotton
is used.47 In other countries, Egyptian raw cotton is
used for producing counts which range from 30 to 180.
The raw cotton or yarn utilized should correspond to

the quality of products manufactured. Ab the same

time, very low quality raw cotton or yarn ghould not

be used improperly as it results in equally serious

Problems, in the form of low quality final products and
ems e

uneconomical production, as well as technical probl

ivity in
Our examination of the level of product1v1tj
that it is

the domestic cotton textile industry revealed

tries
Comparatively low compared bO that in other coun 7

e b
use =

glEL e oz cnoleh mahw, pialoCs

70,

3." Charles Issawi,
(o) cl‘to Pe
g Textile Industry, E- ]

uBUnited Nation
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and that textile exports need to be subsidizeq

puring the first five-year Plan, the avers
ge

annual rate of growth in the industrial sector as g
4hole reached 8.9 percent, mainly on account of the
nighly intensive capital investment policy, i.e. 3l.1
percent of the total executed investment in all sec-
tors of the economye.

The pattern of distribution of investment
within the manufacturing sector, with particular em-
phasis on capital goods industries (receiving 70.l4 pere
cent of the total investment in the industrial sec-
tor) also contributed to the achievement of this high
rate of growth. The investment productivity, however,
was obviously low. The marginal capital total outpub
ratio in the industrial sector reached 2,8 during the
plan period as compared to 1.10 in 1947 and 2.5 during
1952/53~1959/60 period.

The same trend of decreasing productivity 18

: iv
characteristic also of labor input, and had a negavtive

hile
effect on the development of industry as & whole, 1

o ; 1light
the raw materials input productivity achieved & 8438

! during
increase of 3.8 percent in the jndustrial sector

the "
Plan period. g i :
7ATVery

Thentextile industry pecaorded
9‘36; S

Hepe ‘Al g of L
: asé 1ﬂislhhén".pruauctiviﬁy _'-amd“a..da(.meaa =~
: the plé

Pércent in paw materials productivity during

Period,
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Comparing the inputs productivity in different
gizes of establishment in Egyptian industry in 1960,
we f£ind no positive relation between the increase in
gize of establishment and the increase in inputs pro-
duectivity. It was also proved that there is no cop-
relation between the percentage contribution to total
industrial production and the size of establishment
(measured by the number of workers) or the quantity and

percentage of capital invested. This was characteris-

tic also of the textile industry. This behavior is

opposite to normal expectations regarding changes in
the various inputs productivity as the size of the
establishment increasese.

These results underline the urgent need for
improving imput productivity in industry, which leads

us to recommend increasing incentives for both workers

and management, as well as improving managerial training

and technical education. We also recommend developing

L 4 a 1010
necessary research in all fields: economics, 80C gy s

ive to
engineoring, and science which would pe conduciv

: i eral
sound development of the industrial sector in gen

culare

and the cotton textile industry in partl




CHAPTER VI
RUTURE TRENDS IN THE COTTON TEXTIIE INDUSTRY

In this chapter an attempt is made to aunalyse the
future prospects of the cottou textile iudustry vis-
g-vis the maun~made fibers industry.

Special emphasis is accorded to the dynamic
development of the maun-made fibers iudustry and its
negative and positive impact ou the development eof
the cotton textile industry in developinug as well as
in developed countries. Section A diseusses the con=
ditions determining the establishment and development
of cetton textile industry. Section B analyses the
impact of advanced techmology Ot the developmert of
the textile industrye. 1t discusses the selection of

the level of technolegy aud machinery, &3 well as the

impact of technology on the development of the I

material fibers,

3 d
A, Conditions Determining the Establlshléleuzran
Development of the Cotton Textile 1udus

i jeld
Among the 2000 species of plauts which ¥

the mosb

Végetable fibres, cotton has been 80O far
omies of b

dominant, 1t plays a vital prole in the ec oL

"151-1-"'




- 155 -

¢he developling countries producing it 4

In Egypt cotton exports accouuted for 50.2 percent
of the total value of exports in l%u_.so

A number of factors have iunduced the establishment
of the cotton textile industry iu several other develop-
ing countries as well as iu Egypt. As we have previously
yoted, the relative abundauce of required inputs, raw
materials, moderately skilled labor, aud capital, as
well as an existing demestic market iun these countries
have given them & comparative advantage in the produc-
tion of textiles.

On the international level, there is & tendeucy

for the terms of #rade to alter in favor of the developed

countries aud against the juterests of the underdeveloped

countries, the latter beilug the producers Of primary

products., This induced developing countries ©O establish

and develop cotton textile 1adustry, espeeially in cotton

51

producing countriess

ite - S
thuited Nations, Textile Tndustry, D,E-_____.__-clt s P

s sq 3 tion and
Socentral Ageucy for Public Moblllizaioétudies,

%tatistics, Geueral StatistiW
ol, 31, 3rd year, 1965, P- 27° ArabilC

; w York:
> 1Benjamin Higgius, Economic De"elq I“S“Eagfft prebish,
ComeSbon & Compeny, | ordeveloped COWIToToomont i H03
8ud Theodore Morgan M —=d Manuf 8ctUE” b
2 A Sjculbure 7oy

Long-
{oue-Ru Torms of Trade Betweed PEETESroupany, 11903

1ig (Califomiia: Wadworth PuP
PP 27L-285,
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Many economists among them Kindlebergep’ Singer
and prebisch have defended the thesis which states
the existence of a secular deterioration in the terms
of trade against the interests of primary producing
countries. They concluded that there is a secular de-
terioration in the commodity terms of trade of develop-
ing countries which will continue in the future, and
that the only corrective will be the development of
industries in poor countries and an increase in in-
dustries production for the purpose of import substitu-
tion, He states that protection 1is efficient if the loss
caused by decreasing export prices for primary products
exceeds the higher cost of domestic production of

industrial products, in relation to imports. FProtec-

tion here meens a change in the type of goods imported

rather than the restriction of jmports. On the other

hand, there is an opposing point of view, mainly supported

- the
by Theodore Morgan and Meier, which does not accept

take
first point of view, on the basis that it does not ta

in
into account such factors as quality improvements

| ion
Industrial products, and decreasing gransportat

costs of primary products.

n the side
Nevertheless, most of the weight 18 ©

nce of 2
of the first argument which states the existe

——

527p14,
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geculer deterioration. However, it might be m
ore

joourate to describe this trend as a series of wid
(5]
flugtuatio-“s in the primary products terms of trade

Jhich operates against the producer countries most

of the time .5 3

The existence of such fluctuatious in the terms
of trade constituted the main inducement for the develop-
ing countries to manuf acture raw cottou domestically,
especially those developing couutries, such as Egypt,
having a comparative sdvantage in fiber productiou.
This policy is expected %o be beueficial in four weays:
i, There will be a reduction in: the need to sell
their raw cottou abroad at unsatisfactory prices.
i1, There will be aun iucrease in the size of their
manuf acturing sectors and expandiug employment

opportunities.

iii. There will be a saviug of foreigu excharnge, result-

. » a
ing from the substitutiou of domestically produce

textiles for textile jmportse

. . e
ive There will be an increase 1ii forelgu excahug
alities

earqgings as a result of export potentl

i roduc-=
gained through jmprovements {11 quality of P
educe “
tiou, as well as world-wide offorts tO r

for
tariff barriers iu developed countries

st L

c QnOIl’lic

dE
D 53Nadia El-Tatawy, LIS of Trade Uinversity -
c:velo ment (wpublished paper Americad
g’ ), pp. 28-38.
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developing countries exports ‘514.

It is uot surprising that the woplg Structure
of the cotton textile iudustry today hasg aubstantially
chauged. The growth in mean-made fibers production iy
advanced capitalist countries tends to substitute fop
the onoe properous cottou textile iadustry in those
comtries. Meanwhile, the textile industry is currently
flourishing in the developiug couutries.

The cotton textile industry today could be
divided into two main categories:

1. Traditional cotton textile industries in the
industrial capitalist countries faciug severe
competition from mau-made fibers industries. In

fact, it is mo louger au expanding iludustry in

those c*,i:n;mt::-ie;s'..55 The latter characteristically

have a higher per capita consumption of textilese.

Dus to the rise im wage rates, their textile in-

dustries face obsolescence and acoelerating

imponts compatition.56 . : ;

- x*lt;ile jndustries

-5'\“_[ ‘ ' tries te ;
’n meny;develeping coun atries have
have become so gompatiﬁ'ive that devel"Pedr:;ard as disrup-

osed import quotas to avoid "‘ha*’.thﬁ Natious, Textile
Ixou of their domestic markets. Unite
udustry, op. cit., pe Sle i
>5 - pasio Trends "8 Syong 909
Tbrahi urraie, Some : e,
Jottoy Iudusgz-luf ?ﬁstituﬁé = Tasional DA b
Ca ro, 197 s PP LI_B—uB,_(Arabic)-

oD e Gitil
56Ullit8d Natious, Textile IIl.dustr » _L_'-———

VelTe.
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g 100 gotton Lextile lndustry iy developing ooy tri
itries

produﬂiﬂg raw cotton, where this industry
J 18 supporteq

and developed to satisfy the domestic markets ang
for egport purposes, as well as to accelerate the
economic development process in general. Tn fact,
within this category we would differentiate betwsen
three main divisions. Firat there are the textile
industries which have been established receutly in
the expectation that they would save foreign ex-
change while, at the same time, domestic resources
would be utilized, The second kind is the firmly
established cotton industry which has already
achieved self-sufficieucy aud au accelerating growth
rate in production for domestic aud foreign con-

sumption. Egypt would be safely placed in the

latter category. The third category includes

G
textile industries which have growd obsolete bu

3 igh
are protected from foreign competition by hig

57

tariffs imposed on imports.

g the main factors which

The following are amon
,ds of the cotton

W11 have an impact on the future trer

text ile indus tl"‘y .

Price;

t
the oldes
Although rayon, cousidered to Pe s b
i advan
tval of cotton, still maintains & price
e , cibes

5T pahim gourraie, SB——
Pp., M"‘hﬂ':m" gsee also Ib
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wer cottoun, it has not succeedeg in supplagts
in the world market,>O s covtd

Table 6e1l shows the priece treuds of the main

man-made fibers in the main Producing ceuntries. Fran

the table we note a decliuning trend in theip prices,

thus indicabting a high level of techuological improve -
meat and efficiency in the production of the man-made
fibers industry. This treud eucourages developiug
comntries which are non-producers of cotton to substitute
alternative man-made fibers for anatural fibers. Heuce,
vhenever the prices of mnatural fibers rise sharply
futher impetus is given te their specific man-made

fiber substitute.59

Performance :

The man-made fibers have proved to offer &

better performance in some respects, especially in

ities
developed countries where their easy-o0&are qualiti

A ver
e counted an importvaut competitive advantage O

oottml .60

: cotton and
Iu developiug countries, however:

of fering
the ether natural fibers are still regarded 23

-‘___-‘____

. 173
5"‘:3I}:>:c-zahim Bourraie, ops ¢it-, P : 48.
cit., P

- r OP.e
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Mo itox porfornances  This 1s largely Gy ie the
groater price difference betweey cotton agg N
pipers in developiug countries than iy developed countries
aud also to climatic factors, i.,e., iy, hot climates
cotton textiles are more suitable for clothing.

Cottou fibers are characterisegd by high dura-
pility and streugth, which are 10-30 perceunt euhanced
by washing, while the maun-made fibers lose some of
their streugth through waghiug, €.g, nylon loses between
10-16 perceut, and Orlon loses 1l-16 percent.él
Cost of Productiom:

Another advauntage in favor of man-made fibers
Is that their supply can be easily controlled aud adjusted
to fluctuatious iu demaund, in coutrast to the supply
of natural fibers, which is affected by climatic con-
dtious, Among the advantages provided by this cam=
prices and

trolled supply is the greater stability in

ality of man-made fibers.62

of
B The Tmpact of Techuolegy on the Development o=
the Textile Tndustry
. vel of
L e Capital and the Selection of ©the 1= ydustry:

In
Techuology and Machinery in the Texcide
ustry vwas considered

Up to 1950, the textile ind
95 £ e traditioual

as . 2 .
% relatively labor intensive industrys

\k
61 N

Torahim Bourraie, Ops S1Z

62 5

United Natious, Mﬁ" P

173-161.
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aud statie, rather thay s dynamic industry,

1950ts, however,

Siuce the
a dramatic iuerease in the installed

production capacity has taken ptace. The risiug labor

wages have acted as g Strong incentive to adopt higher
Speed machinery combining a number of processes as well

as the automated processing of materials. This resulted

in textile production tending to incressed capital in-

tensity, However, it is .ot advisable that developing

countries adopt highly advauced aud sophisticated

technology; instead they should choose the particulap
capital/labor combination that gives optimum returns

relative to the availability of skills and the size

of the market,

The availability of spare parts is of particular
importance to developing couatries where they are uot
domestically produced, Spare parts should be held in

Stock siuce the capital cost of holding spare parts

in stock is by far lower than the overall costs of

Production when machinery lies idle.

It may be of particular importance to developing

, riously
ountries, as mentioued in Chapter 5, to se

gecondhand
luvestigate the possibility of purchasing

while making
Machinery which saves foreign excahnge,

are p&I’tB
8UPe that the exporter will provide the sp

for a considerable time.
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2. Impact of Techuology on Raw Textile Fibers:

Although the availability of domestic raw materials
has given many developing countries a stroug inceutive
for manufacturing textiles, the area allocated to cotton
production may have to be reduced in the future for the
purpose of iuncreasing the production of food crops as
the population increases. This factor would result in
au increase in the demeand for man-made fibers total
textile counsumption at home.63

Using bleunds of man-made fibers aud cotton
might increase the quality of cotton produced as well
as decrease the costs of production. In Egypt we have
noted how the fine quality Egyptiau cotton is utilized
in the production of cosrse yarn which results in the
squandering of resources. Using mau-made fibers and
ann admixture of cotton would partially solve this
problem, while improviug the performance characteristics
of the fimal product.

Tu a forecast by the United Nations, cotton

textiles cousumption in developiug countries is expected

to continue to increase at a higher rate than in the

developed countries reachinug 50 percent of total world

counsumption betweer 1975 and 1980.

Textile Industry, OPe cite,

63514 ted Nations,
ppP. L7, 80.
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However, auy plans for expausion in textile
exports to developed countries have to take into accouat
the increasing demand for cloth produced from blends of
man-made fibers. and natural fibers, as well as trends
in the overall world demand for textiles in geueral.

The advantage which the developing countries would have,
compared to the developed ones, is the low wages in
developing countries, which should enable them to export
not only textiles but ready-made clothes as well.&"

84 The World Production of Man-made Fibers

World War IT is counted as ome of the critical
phases in the development of the warld's textile industry.
Germany and Japau had conceutrated their efforts during
this period oun fostering the man-made fibers industry,
in order to free themselves from dependence on imported

raw cottor. Following the war and ever since, advanced

65

countries were racing to manufacture these fibers.
Iu 1968, world production of the man-made fibers
amounted to 36 perceut of total textile fibers produc-

tion, ;

The fOl"lcrwiug Table 6.2 illustrates the develop=
the main fibers, which

ment in the world production of
d 1900

] erio
have increased by 260 percent during the P

t during
to 1968, Wool fibers developed by 11 7epercer

————

6L
Ibido’ Pe 30'
cit., ppe LO-L5.

=L Tbrahim Bourraie, OD.
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the same period, while the enormous pereentage increase
which occurred in man-made fibers, amounting to 7295

percent, is most notable.

The cotton proportion in the total textile fibers!'
production declined from 81 percent of the total textile
£ibers production in 1960 to 56 percent in 1968. Wool
production decreased from 19 percent of the total textile
production to only 8 percent duriug the same period.

At the same time, the man-made fibers share increased

from nil in 1900 to 3 percent in 1930, reaching 36

percent in 1968,

As for the period 1960-68, Table 6.2 indicates
the following major trends:

(1) Between 1960 and 1968, production of the eellulosic
fibers increased by 36.l percent, i.e. by lpe5
percent aunually.

(i1) The major growth in men-made fibers - which in-
creased during tThe same period by 120 percent,

i.e. by 15 percent anmually, occurred in the
synthetic fibers, which increased by 436 percent.

(1ii) The inocrease inn raw cotton production did not

oxceed 12.6 percent and wool production inoreased

by only 8.3 percent during the same period.

on in zotal fibers

(iv) The relative share of cott
production declined from 68 perceut in 1960 to
56 percent iu 1968, while the man-made fibers
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share increased to 36 perceut in 1968, as compared

to 22 percent in 1960, and the synthetic fibers
share inecreased from 5 percent in 1960 to 18
percent in 1968,

As for the percentage share of the factory con-
sumption of total fibers, Table 6.3 shows that the
capitalist countries record a falliug trend in its per-~
centage share. Its share decreased from 56.1 percent
of the world fibers counsumption iun 1952/5L to 51.1
percent in 1967/68} whilerthe -Somislist éountries con-
sumption share increased from 25.9 percent in 1952/5l
to 28 percent of the total fibers factory consumption
in 1967/68. Aléo the developing countries!' share in
the total world consumption of fibers increased from
17.9 persen® in 1952/54 to 20.9 in 1967/68.

On the basis of the above trends, we caunot con-
clude that the cotton textile industry is deteriorating.
For, in spite of the decreasing trend in the share of

capitalist couutries' conswaption of cotton in the
the percentage share

total fibers factory consumption,
reasing at

in total world cansumption of fibers is inc
rate both in the socialist and develop-

otton textile industry in
1 are still expanding

an accelerating

ing countries. Thus, the ¢

particular aud textiles in genera

s of the worlde

in many coumntrie
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b. The Development of the Manu~made Fibers
Industry 1u Egypt

In Egypt, the silk industry was established
toward the end of the 19th century., The industy
depended entirely on natural silk fibers. By the
twenties of this century, it was stimulated by the
inveution of two man-made silk fibers aud fabron. The-
Indussry depended on imported fibers up to the Second
World War, when imports stopped aud, as a result,
producation stopped for the duration of the war,
During the post-war period, two Egyptian companies
were established to supply the domestic market!s
demaud for man-made fibers.66

In 1958, the manufacture of nylon commenced.
The following Tables 6.4 aud 6.5 show the development
of the man-made fibers industry from 1956 to 1964/65.

Teble 6.l shows the development of the produc-
tion of man-made fibers, ineluding nylen fibers, Iu
terms of quautity, production increased by L8 percent
during the 1956-19614/65 poriod, while value of produo-

tion rose by 69 percente

ublic Mobilization and
66'I'he Central Agency fo%o{. Yo i ey e

Statisties, Mouthly Bulletin,
p. 47 (Arabic).

67 £
Central Agency .
Statistics, Monthly Bulletin,

] : : d
ublic Mobilization aud,
S Vol. 61, 6th year, 1968,

p. 52 (Arabic).
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Comparing pr oductien with damestic final demand
in Table 6.5, we note that, whereas domestic production
fell shart of satisfying the total domestic demand,
there is an inereasing trend towards achieving self-
sufficiency. The ratio of domestic production/domestic
demand reached 98.15 percent in 1960.68

Other indicators of the growth occurring in the
man-made fibers industry are the value-added it generates,
the wages aud salaries aud the employment it provides
for thousands of workers. In 1960 the labor force in
the man-made fibers industry was 23,980 (i.e. represent-
ing almost 1l perceut of the total number employed in
textiles industry, which reached 153.766 workers in
1960).,

Statistics show that value added generated in
the man-made fibers industry is constantly increasing,
Ehus jnducing further development, Value added in=-
creased by 63.6 perceut between 1956 and 1960, while

the rates of value added/investment rose fram 16.3 in

6
1956 to 21.8 in 1960, 9

Our brief review of the development of the man=

made fibers industry in Egypt indicates a continuous

' 1
tendency toward expansion, which is mainly attributable

8.
to the risiug domestic demand fer its produst

cit., Vol. 12, 1lst

68National pank of Egypt, CR-
year, 1963, P- L7 (Arabic)e

©%1pid., p. L9
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The special emphasis accorded to this industry
is basically due to the fact that the cotton textile
industry and the man-made fibers industry could be con-
sidered now as complementary industries in the semnse

of the expanding manufacture of blends.

3. Technology and the Ecouomies of Scale

We could distinguish between two categories of
economies of scale,

First, there are those which arise from a more
efficient organization of the manufacturiung process
leading to an inerease in output without any fundamental
chauge in the manufacturing processes. Most important
in this regard are the efforts to reduce the idle
machine time existing at a certain installed produc-~
tion capacitye.

The Ecenomic Commission for Latin America (ECLA)
published a theoretical study in 1966 investigating

the significance of integrated cotton spinning and

weaving plants. It was nd ed thereupon that the

minimum economic size was & plant with a little below

6,000 spindles, while the optimum ecomomic size was

a mill with 18.500 spindles with'a unit production

3 to L percent above the minimum.
showed that idle machine time

cost

The study
the installed production

is to be expected as




70

capacity grows,

The second category ef econemies of scale
comprises those resulting from the application of new
technology to the production process, e.g., using
machinery eperating at higher speed, which requires
that the eutput should absorb the productien capacity
of this machinery.

The ECLA examined as well the influence of the
level of tgclmology an the productien costs in an in-
tegrated cetten spiuning aud weaving mill., The type
of machinery was classified inte three broad categories
in relation to technology current inm 1950, 1960 and
1964. Three models containing 15000 spindles were
studied. The capacity of production was to be
determined by the size of machinery at the relevant

level of tecl’mology.?l

Table 6.6 shows the capital plant capacity,
output, workers, cost aud profitability. Frem the
table we note the striking difference in the relative
use of labor and capital between levels A and C.

ed on recent technical innova-

tions in Latin America iun 1964. They constructed 24

iug from 2,000 to 100,000
Edplailaned s mlit?.oxx;w;xg;dugnveatmex’xt costs for

wnit product
:pim?giesithﬂ;ecagacil’:y &Il' 6’02'233?{-0;-“1&6;1 v{irzigilgog,ggo
igher than e CO - 0
:Ilsiﬁceii:g?t Itzln%.ted Nations, Textile Tndustry (New York,

7’!,'.l'he-s study was bas

1969), pp. 42-L3.
71Asswl1ills that mchh‘eﬁfgugpm could be

capacity level, ‘aud
BOId. Ibid-, p_. l‘-’-l-l

that the f
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In setting up a factory, the manager should
weigh the difficulty of acquiring the larger amounts of
capital required for levels B or C, as compared %o
level A, against the decrease in costs which could be
achieved, Another factor should also be cousidered,
which is the adequacy size of the market, should

levels B or C be chc;e.ean.72

TABIE 6.6
DATA INTEGRATED COTTON MILLS IN LATIN AMERICA

Level A Level B Level C

Capital Investment ($1,000) L,453.3 5,658.5 6,507.6
Number of Spindles Installed  13,600.0 15,200.0 1l,800.0
Number of Looms Installed 534.0 530.0 52,.0
Yarn Output Tons 2,265.0 2,643.0 2,895.0
Cloth Output (1000 Meters) 16,800.0 19,600.0 21,506.9
Number Employed 668.0 L6.0 315.0
Cost of Cloth ($per 1000 Moters)® 176.0 15640  149.0
Return on Investmentb (Percentage) 28.1 32,6 33.3

in United
. ECLA, document EICN 121746 quoted
EeERe Nati:ms, Textiie Industry, Monograph Noe. T
(New York, 7969), D Lle

When the-govermuent participates in the establish-
ment of mills, as in the case of Egypt, 1t may plan to

ot
72Ib should be noted that the EIGLA gtuggeﬁog;er;fer
amine the further economies pravailiugtat. SYoL EP i
a:; ac{:y mills. Also conclusions aﬁ.oﬁo 9 |
glﬁewher-e without further investigation. .
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create employment opportunities and, from this point

of view, level A clearly offers the greatest advantages.
Tt is esseutial te consider the shortage of capital
relative to labor in Egypt, aud to choose from amoang

the wide range of machinery available to the textile
industry that which would give the minimum cost. Due
consideration should alse be given to the fact that
textiles industries require more labor per uuit of

output than many other :i.udw.tsz'ieel.?3

Complementarity in the Textile Industry

It is noteworthy that a kind of interrelation-
ship aud complementarity in textiles is taking place,
especially between the cotton and mean-made fibers in-
dustries. This would improve cotton textile performance
along with efficiency of production aud in the long
run decrease the cost of production and prices.
Advanced technology end machinery are beinug adopted
and utilized at accoelerating rates in the textile iu-
dustry. Machinery with the appropriate produc tion

capacity for manuf acturing blends of cotton aud man=

" 1ade fibers should be installed in Egypte

g . o T3e
73Uuited Nations, Textile Industry, ©Pe oit., P
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SUMMARY AND CONCLUSION

In Egypt, several factors have operated to en-
courage the establishment aud frowth of the cottou
textile industry aince Mohamed Ali directed his great
efforts towards industrialization. Outstanding among
these factors has been the fact that Egypt enjoys both
a comparative advauntage in the production of long
staples raw cotton and the existeuce of a secure domestic
market. At present, the cotton textile industry remains
oue of the leadiug industries in Egypt. This  thesis has
aimed mainly at substantiatiug this proposition, tracing
the course of development aud the role played by this

industry in the Egyptian economy.

Part I of this study comprised a historical

survey of the developmeut of the cotton textile in-

dustry from the beginninug of the 19th century up to

the 1952 Revelution. This review showed that the

growth of this industry has, at most times, exceeded

owth which t ook place dur
major events

hi
the industrial gr ing this

period. Emphasis has bee
g that affected the cott

1 laid on the

4 factor on textile jndustry's
ar ac

osperity.

development and pr
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Part IT examiuned the status of the textile
industry and its relation with the other industries
in.Egypt, especially with reference to its contribu-
tion to industrial production, value added, employment
and manufactured exports. In Capter III during the
period 1952-70, the textile industry has been shown to
rank first in terms of its contribution to the above-
mentioned aggregates.l To draw a complete picbure of
the role played by the cotton textile industry, it was
deemed necessary to analyse the interdependeuce between
this major industry and the other sectors of the
ecouomy. Chapter IV presented the various published
attempts at coustrueting input-output tables in
Egypt, which has eusbled the examination of the 1linkage
between cotton textile industry and other sectors of
the economy. It has been noted that the iuput demand

of the textiles industry ou products of the other sectors

of the economy is rather large, the multiplier effect

of an additional unit of final demand creates additional

demand within a uumber of sectars, mainly the agri-

cultural, chemical and petro-chemical, textile and

1As have been mentioned, the tg:;t}l];g uéxéggzzry
is the largest employer of labor %n ijmthe gt
sector In 1970, total employmen 100&1“ P
amountéd to 233 ,725 workers, wlglgx zﬁe il
peEcour S tobai zgﬁggmér Ptiblic Mobilization
gegzzzistgz,czigxtrial Production Statistics,

1969/70 (cairo, sy De
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ready-made clothes industries. Oun the other hand, it
was noted that textiles production has had very little
linksge effect on the production of textiles machimery.
This is mainly attributable to the fact that the domestloc
market is not sufficient to justify local manufacture

of textiles machinerj as well as to the fact that the
rapid pace of technical advance leads to the machihery
being outdated. Oun the whole, the textile industry

has been shown to coutribute more backward than forward
linkages.

Part IIT examined the efficiency of production
and future trends of cotton textile industry. Iu
Chepter V, the ecounomic policies that directly affect
the efficieuncy of production of the cotton textile
industry were examined.

Any improvement in the level of imput productivity

calls for the adoption of a number of alteruative

measures which would overcome the difficulties which

this leading industry faces in Egypte.

One of the major problems restraining the

growth of the textile industry js the use of the high

quality Egypbian Cotton in the production of low count

textiles, fa which the L0 percen
In other countries, Egyptian

t cheaper Indian

cotton 18 used elsewheree.
roducing counts which

of using high quality

range
raw cotton is used for P

The practice

from 30 to 180.
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cotton for low count textiles results in non-optimum
utilization of resources, as well as high costs of
production aund consequeuntly higher prices as compared
to those of foreign products, thus reducing the com-
petitiveness of the domestic industry both in domestic
and export markets.

A number of alterunative policies have been
suggested for dealing with these difficulties, mainly
(i) increasing the importation of inferior quality
low price yarn for the production of coarse fabrics,
(ii) introducing new varieties of raw cotton that give
high yields aud extra short staple raw cotton (which-
is already under experimentation, (iii) using a bleud
of man-made fibers aud cotton in the production of
textiles. This would reduce the utilization of the
high quelity raw cottou in the production of coarse

textiles, while at the same time improving the quality

of textiles produced (i.e. produciug more fine quality

textile). The sntroduction of blends of man-made
fibers aud cotton fibers in textile manufacturing is

of particular relevance to Egypt, gince this country has

already achieved progress in the man-made fibers

industry.
T the loug TWl, 1t should also be worthwhile %o
I1

of counts produced, i.00y tO produce

increase the level |
1 gh count textiles. This would,

more of the medium and hi
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nevertheless, call for basic adjustmeuts in the type

of machinery aad the level of techuology used in

textile productiou,

It is noteworthy in this respect that develop-
ing countries including Egypt, could beuefit by purchas-
ing second-haund machinery in good condition (although
they have to make sure that the exporter still produces
spare parts for these machiunes). This would save
foreigun exchauge, siunce the mass output produced by
the up to date machinery might not be marketable
(supply might exceed domestic and foreigu demand) or
alteruatively it might result iu idle machine capacity
which eutails great ecoauomic losses. It has also been
noted throughout this study that in nauy developiug
countries the small size establishment in the textile
judustry is the most common and that it does uot
result in auny serious disecanomies, furthermore, that
ocouomics of scale prevall in moderately small size
A s Dn Epypt, atatistice SHOEEESE
estabiisbments employing 50~100 workers achieved the

highest Jevel of inputs and factors productivity.

The humau factors, as well, have a serious

impact ou the development and prosperity of the cotton

textile industry. Steps must be taken to increase

which 18 relatively 1
foreign competitive

oW compared
labor productivity,

to pz-cn'fiuc'l:.iwzri‘l:j;r levels achieved in
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industries. Throughout the study it was unoticed that
too little attention has been accorded to increasiug
productivity. Both wmoral and financial jucentives

!, should be advauced, in addition to negative incentives

punishing any carelessuess or lucompeteuce in workers!

perf ormaunce.

The serious impacts of the incideuce of disguised

e i

unemploymeat in industries thav reflect the govermment
full employmeut policy should be noted in this respect,

as well, as a harmfull factor that hinders the efforts

for increasing productivity iua the Egyptian industry.
Improviug labor productivity requires as well
techuiques of productiou, and

the adoption of new

equally importaut js the establishment of training

programs to import the requisite skills. In addition

uld be improved through the

=49 - managerial efficiency sho
e ? fntroduction of appropriate management systems, the

e right type of men &8s meundgers, and

e selection of th
the establishment of proper incentive systems.
Chapter VI discusse
rospects of cotton texti

g man-made fibers industrye.

FPinally, 4 the present aud

dustr
future treuds and P le iu vy

yis-a-vis the now flourishin
gated as well the jmpact of technology

It has investi
ugh textiles induatr

y tends

on developmeil t, Altho
nevertheless

a more capital intonsive industry,

o become

i1t is advisable 1

untries choose the

hat developiug ©©
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ratio of labor aug capital that gives optimum roturus
relative to the availability of skills and the size
of the market,

Finally, it is noteworthy that although the
éxpansion of the cotton textile industry in the in-
dustrial capitalist couutries has almost stopped, in
the socialist and developiung countries this industry
is s%till growing at aun acceleratiug rate. Iu the
latter countries the cotton textile industry aud the
man-made fibers industry teud to be complemeutary
rather thaua competitive industries,

In conclusion, the author wishes to emphasize
that the importance of the cotton textile industry
in the Egyptian economy warrants extensive research
on the potentialities for developing this industry

in Egypt. The present study, the author hopes,

constitutes a modest attempt in this regard.




BIBLIOGRAPHY

TEXTBOOKS

Baldwin, Robert E., and Meier, Gerald M. Economic

ngelopment, Theory, Felicy. New York: John
Wiley and Sons, Inc., 1963.

Barawy, Rashed, and others. Economic Development in
Modern E§ypt. Cairo: Dar el Nahda, 1961,
(Arabic.

Baumol, William J« Economic Theory and Operations
Analysis. New Delhi: Prentice-Hall or India,
Limited, 1970.

Crouchly, A. E. The Economic Development of Modern
Egypt. London: Longmans, Green and Co., 1938,

Hansen, Bent, and Margzouk, Girgis A. Development and
Economic Policy in U.A.R. (Egypt). Amsterdam:
North-Holland Publishing Company, 1965.

Heckscher, Eli. "Effects of Foreign Trade on the
Distribution of Income," Readings in the Theory
of International Trade. Edited by H. S. Ellis
and L. A. Metzler. Philadelphia: Blakiston,

1949.

Higgins, Benjamin. Economic Developwent: Problems,
Principles and Policies. New York: W. W.

Norton and Company, 1959.

Egypt: An Economic and Social

i, Charles.
Issawl, xford University Press,

Analysis. London: O

. Egypt in Revolution.
versity Press, 1963,

London: Oxford Uni-

dern Industry.

] ion of Mo
The Evolutlo T, 1560,

Harrap and Co.,

Jervis, F. R. J.
London: George G.

== 1B




- 188 -

Leontief, Wassily. The Structure of the American

Economy, 1919-1939. New York: Oxford Uni-
versity Press, 1953.

Meade, Donald. Growth and Structural Change in the
" Egjptign'Economy. Homewood, Illinois: Richard
D. Irwin, Inc., 1967.

Morgan, ?heodore. Readings in Economic Development
in the Long-Run Terms of Trade between Agri-
culture and Manufacturing. California: Wadworth
Publishing Cowmpany, 1963,

O'Brien, Patrick. The Revolution in Egypt's Economic
System from Private Enterprise to Soclallsme
London: Oxford University Press, 1966.

Owen, Robert. Cotton and the Egyptian Economy 1820~
. 191, : A Study in Trade and Development. London:
y Oxford Clarendon Press, 1969.

Prebisch, Paul. "Commercial Policy in Underdeveloped
Countries," American Economic Review Papers and
Proceedings. May, 1959.

Ruggles, Richard, and Ruggles, Nancy D. An_}ntroduction
to National Income and Income AnalysSis. Neow
Tork: McGraw-Hill BoOk Company Inc., 1949.

PUBLICATIONS OF THE GOVERNMENT , LEARNED
SOCIETIES AND OTHER ORGANIZATIONS

Abd el Moutall, Said. The Modern Guide for Corpora-
tions and Companies. Calro: N.Pe., 1710

TArabilc.)

gaid Ahmed. The Pactors Determining the Rate

i in the
of Growth of the Industrial Sector 1n Th
Fiprst Five-Year Plan (1960/61-196l/65) in
U.A.R. Institute of National Planning., Memo

No. 780, Cairo: 1966. (Arabic.)

i i World
i im. ome Basic Trends 1n the 5
Eere ggzggiﬁlndﬁstry. Tnstitute of National E}an)
ning. Memo NO. 989. Cairo: 1970. (Arabice.
~ e ———

Bawab,

lization and gtatisticse
1 Statistlcs of U.A.Re»

Central Age




- 189 -~

« Cotton Weaving In e T
196ﬁ- (Ar&bic.?g 3 QESUEYS ??' 2§}rl52&:pa1ro:

. General Statisti€s Yearbook -
Cairo: 1971, (Arabic.). 0k, 19525110

. Indust®ial Production Statistics, 1969/70.

Cairo: 1971. (Arabic.)

. Statistical Indicators of U.A.R., 1952~

1965} Cairo: 19661 (Arabic.)

. Statistical Indicators, 1952-1968. Cairo:

lgéq] (Arabic.)

Egyptian Corporation for Spinning and Weaving. First
Annual Report. Cairo: 1963. (Arabic.)

Garib, Mohie el Din. "Support Policy of the Textile
Industry Exports," Conference of Managements
and Organization of Froduction and EXport.
Cairo: 1970. (Arabic.)

Institute of National Planning. Analysis of the Input-
Output Tables of the Industry and Transporta-
tion Sectors in the Years 1959, 1960 and 1961.
Memo No. j59. Cairo: 196l. (Arabic.)

. Some Derived Coefficients of the Industrial
Statistics. Memo No. 460. Cairo: 196l.
(Arabic.) I

International Fair for Egyptian Cotton. Egypt's Cot-
ton and Economics. Cairo: Al Ahram, 1950.

Ministry of Industiry. Activities of Industrial Cou-
panies in 1962/63. Calro: 1506l . (ArabicCe )

. Indust after the Revolution: The Prime
o Minlster O Tndustry and Mineral Resources'

Industrial Report on the Follow-Up and Evalua-

tion of the Five-Year Plan in 196l4/65. Calro:

] iviti f the
Report on the Econom19_Act1v1tmes o)
égypt?an Public Corporation 10T Splnnln%ian?
Weaving 1n T967/68. Cairo: T969. (Arabic.

Juation of

Ministry of Planning. _Follow-Up and Eva o
mic Growth 1. = 3

1966, TArapbic. )




- 190 -

o Follow-Up and Evaluation of Economic Growth

T

- in 1969/70. Cairo: 1971. (Arabic.)

National Planning Committee. The General Frame of the
Five-Year Plan, 1959/60-196L/65. Cairo: 1960,

United Nations. Textile Industry. UNIDO Monograph 7
on Industrial Development. New York: 1969,

« The Development of Manufacturing and Indus-
try in Egypt, Israel and Turkey. Unifed
ﬁagions %uoIicaEions No. 58.11.B.4. New York:

1958.

PERIODICALS

Central Agency for Public Mobilization and Statistics.
"Cotton Yarn as an Industrial and Exportable
Good," General Statistics and Analytical
Studies, Vol. 31, 3rd year (July 1965), pp.
28-31. (Arabic.)

. General Statistics and Analytical Studies,
Vol, 61, 6th year (September, 1968), P. 5z.

(Arabic . )

. General Statistics and Analytical Studies,
Vol. 68, Tth year (September 1909), PP. c5-

65. (Arabic.)

. Industrial Production Statistics, 4th
Quarter 1969/70. June, 1971, P« 3. Arabic.)

i i Products,"
#Marketing of Cotton Textile -
Monthly Bulletin, Vol. 12, 1lst year, 1963,

PP, 3(-L40. (Arabics)

Economic Review, Vol. VI, Nos.l,
> and 3, 1966, pPp. 157-159. TArabic.)

elopment in U.A.R. in 1965,"
ol. VI, No. 1, 1966, P.

Central Bank of Egypt.

nTndustrial Dev

ﬁconomic Review, V
289. Iﬁrabic.l
The Yearbook of 1968. Cairo:

81. (Arabice)

try.
FPederation of Indus
1969, p-




g

- 191 -

Gab All i
ah, Said. "Strategy of Economic Development

During the 70ties,."
MR
Vol. 343 for 1065 (Juts TSVIT; P g rraies

National Bank of E
gypt . B 1 .
3, 1948, 1 120. conomic Bulletin, Vol., I, No.

e Vol IV, No. 1, 1951, pp. 95-105,.
. Vol II, No. 1, 1954, pp. 10-11.
» Vel X Noe 2, 1957, 1. 218,

« Vol. XI, 1958.

o Vol, XIII, 1960,

. Vol. XV, No. 1, 1962, pp. 54~57.
« Vol XVIT, No. 2, E96li:

. Vol. V, No. L, 1965, p. 353.

. Vol. XX, No. 1, 1967,

. Vol. II, 1968.

. Vol XXII, Nos 1, 1969, Ds 2l .

. Vol. XXIV, No. 2, 1971, Statistical Section,

United Nations Economic Surve Vol' IT,(N
’ . ~ York
1968), p. 5Sh. L Gl C 5

NEWSPAPERS

Sgad. "American Cotton and the Success of its
Cultivation in Egypt," Al Ahram, October 21,
19?1. (Al“abic.)

Hagrass,

UNPUBLISHED MATERIAL

onomic Develop-

Tatawy, Nadia. merms of Trade and Ec . -
Ticen University

ment. Unpublished papers Ame
™ Gairo, 1970.

nd Its

Youssef, shafik Mikael. Input-0utputb Analysis &
icabili UnpuEIlsEeH Mene

Thesis, American nive

»gity in Calro, 1967+







	Cotton Textile Industry and Industrial Development in Egypt
	Recommended Citation
	APA Citation
	MLA Citation


	tmp.1641817071.pdf.N4Oye

