Import Substitution in the Egyptian Manufacturing Industry
(1960 - 1974)

H. Kheir El-Ding

In Egypt, when a domestic industry was built, the demand for
its products already existed and was being satisfied by imports. This
demand was big enough to offer a market for relatively large establish-
ments. This is true of all pioneering modern industries : sugar, cement,
cotton-ginning and pressing, spinning, weaving, and chemical fertilizers,
which werc started and developed before the 1952 revolution. Some
of them were begun even before World War 1, relying on domestically
available raw materials. This is also trug for most of the industries deve-
loped afier 1952,

The First Five-Year Plan in Egypt (1960-1965) incorporated import
substitution as a main strategy for the development of the industrial
sector. The planners acted on the view that an underdeveloped single-
commodity exporting country should diversify its production in order to
decrease its dependence on foreign trade. Any import substitution would
then make the country less dependent on the traditional export com-
modity and would make the country’s economy less sensitive to fluctua-
tions in foreign trade and crop conditions.(1) In addition to the existence
of domestic demand and to the availability of domestic raw materials, two
other factors were needed for domestic industries to arise, namely, protec-
tion against foreign competition and capital.

Accordingly, Egypt’s foreign trade policy became wholly protection-
ist. Duties o machinery and raw materials not competing with Egyptian
raw materials were lowered or abolished completely, while tariff rates for
competing manufactures and “non-essential” goods were subsequently
raised. At the same time, essential foodstuffs, etc. ... were exempted from
duty in order to keep down the cost of living and money wages and hence,
the costs of production. Another and probably much more powerful
method of protecting domestic industries has been exerted through the
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licensing of imports. The policy Has been to prevent the import of com-
modities which could be produced within the country and shift imports to
essential foodstuffs, raw materials and capital goods, in that order of
priority(2).

Investment expenditures during the First Five-Year Plan and the
subsequent plans were supposed to be financed from domestic savings
and from foreign sources. Actual developments have been somewhat
different from what was planned, as both investments and foreign borrow-
ing have been running at a lower level than expected. The sharp increase
in domestic savings envisaged by the plans was to be realized mainly
through ploughed-back business profits, and since government business
profits would to a large extent be paid into the budget, through increased
public savings. Household savings were expected to increase only modest-
ly. Actual developments were different from planned and the savings
ratio did not increase, due to increasing government current expendi-
tures(3). By 1974, Egypt turned to an “open-door” policy aimed at
attracting foreign capital to directly finance economic activities in Egypt
which did not find sufficient finance from domestic sources or from
foreign borrowing.

Our study is designed to make a quantitative measurement of the
impact of import substitution on the development of the manufacturing
sector during the period 1960-1974(4) and also during three sub-periods.
Hollis Chenery, in his “Patterns of Industrial Growth™ (pp. 639-644)(5)
introduced a measure of import substitution which has since become most
widely used. For Chenery, import substitution occurs with a decline in the
ratio of imports to total supply. This measure is used here to quantify
this impact. However, certain modifications will be made to the Chenery
measure to fit the available Egyptian statistics, and then the suggested
measure will be applied to assess the impact of import substitution on
Egyptian manufacturing. When the extent of import substitution is
estimated for the period as a whole and also for the three sub-periods, we
should be in a position to examine both the extent of changes in emphasis
among different industries and the importance of import substitution as an
instrument of industrialization during different sub-periods .

I — Chenery’s Measure of Import Substitution

Investigating the factors causing the industria] sectors to grow more
rapidly than the rest of the economy, Chenery pointed out systematic
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changes in supply conditions as well as in demand with rising income
and tried to determine the relative importance of changes in demand and
supply in explaining the growth in each industry, He stressed three factors
explaining positive deviation from proportional growth for each industry,
namely : substitution of domestic production for imports, growth in final
use of industrial products, and growth in intermediate demand due to the
previous two factors.

His analysis is based on the following basic accounting identity :

X;+M,= D; + W, +E, i L2,..n
where : M; = imports,
X, = gross domestic producticn,
Di = domestic final demand,
W, = total intermediate use of industry’s i’s production,
E; = exports.

That is, total supply equals total gross demand in each industry.
Imports supplement domestic production in satisfying gross demand.
Letting Z ; be total supply, ie. :

Z =X, +M;
and writing m; = M;for the import ratio, then M, =m.Z ,and
z

1) X, =Z4M, =0-m)Z;=(1- m)(D+Wi+E)

Using (1), he establishes a value for proportional growth, namely :
Xif=g X{= ¢ 0 -m{ ) Wi°+ D;®+ Ei")

where the superscript o indicates the initial level of the variable, p ap-

plies to proportional growth and g is the rate of increase in GNP, i.c.
i &]

g= Y' / Y where o and i denote respectively the initial year and

the terminal year of the period considered, Y is GNP. The deviation of
actual prodl‘.gtion level from proportionality is then defined as :

SX; = x~,’ -XiP=0Q- m; ") (Di1+ WiIE‘ut) -
g (1-m% @;°+w;%°+ E?)
adding and subtracting m; °(D; '+ WﬂfE -‘1 )
right hand side of the previous equation, deviation from proportional
growth becomes : {2) SX{=0-m°) @D; +SE;)

+-mi®)sW + (m; % mbHzt
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where s refers to deviation from proportional growth, o and i denote res-
pectively the initial and final years of the period.

On the basis of (2), the three causes of non-proportional growth
pointed out by Chenery appear to be :

(1) Non-proportional increases in final demand : (1 - m}O ) 8D,

+ &E{ )
(2) Non-proportional increases in intermediate demand : (1 - m 10)
SW¢

(3) Import Substitution : (mo,' - mﬂ ) Z‘,T which measures

the difference between the growth in output by industry i with no change
in the import ratio and the actual growth. In any real economy, import
substitution is then seen to be the ex post difference between actual im-
ports in some period 1 and what imports would have been had the import
ratio remained at the level of the base period o.

Using a breakdown of the last term in (2), total import substitution
was then subdivided into three components :
(m;°- m; 1) 211 = (m;o- m-,' ) Z; P4 (m; °_ mﬂ YSZ;

which was Wl’l'tteﬂ as : (3) (mx."_ mi1 yzd = m;% m: )

(P ;% myt) @Dy + 8B ) A+ @m;° - mit)ew;
The first term (m {° - m;® ) Z,F represents pure import substitu-

tion, i.e. that which would have taken place had demand grown propor-
tionately at the rate g. The other two terms result from the deviation
from proportionality of growth in final and intermediate demand. They
were classed by Chenery as supply effects because without a change in
comparative costs and hence in import ratios they would be zero.

This model, developed by Chenery in 1960 was applied by him to a
cross section study of a number of countries. It has been further applied
by Jaleel Ahmad, by Lewis and Soligo and by Fernando for the study
of import substitution in India, Pakistan and Sri Lanka respectively(6).
Among studies which have employed the Chenery measures are alzi
Steuer and Voivadis, Huddle and Eysenbach(7).

II - Modification of the Measure and the Data Used

To apply this measure, Chenery estimated separately values for pro-
duction (using value added figures and the ratio of value added to total
output for each income level), for final demand and intermediate demand.
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But here we are not able to do so, especially for intermediate demand,
as a reliable input - output table with a detailed breakdown of industrial
sectors is not available for Egypt. To overcome our inability to obtain
separate values for intermediate demand, total supply is taken to be equal
to total demand and the effect of total domestic demand (final and inter-
mediate) is calculated as a residual. This does not create much difficulty
as the Chenery equation is based on the identity of total supply and total
demand in each industry. Although it was not possible to obtain separate
values for the effect of growth of intermediate and final domestic demand,
this did not prevent us from obtaining an estimate of the effect of import
substitution (which is the main purpose of the study) and of the growth
of export demand. The equation to be estimated is then :
SKi=(-m;") OD; +&W;) + (d -miNE; 4+ m;%-m;HZ,
Comparing this equation with(2), the effect of total domestic demand is
taken as a whole and it is separated from the effect of export demand,
instead of separating the effect of total final demand from that of total
intermediate demand as Chenery did. Although the relation as presented
appears to be a tautology, it is not legitimate to infer that it must there-
fore be useless. It may be a useful way to separate out, for individual
analysis, the factors which describe actual economic relations.

Import substitution is also disaggregated on the basis of the Chenery
equation (3) modified as follows :

(5) (m io-mi{ ) Z;, = (m-,°~m,‘ ') Z jP‘f‘ (mjo' m 1) @Dy
+ SW; )+ (m~,°-m;°)§E;

On the basis of these equations, estimates of the deviation of pro-
duction, import substitution and the effect of growth of export demand
for the manufacturing sector in Egypt were made for the period from
1960 to 1974. 1960 was used as the base year as it corresponds to the
beginning of the planning period in Egypt when overall action for deve-
lopment along predetermined lines was supposedly taken. Hence it was
thought that this year provided a good starting point for our study. The
period 1960 - 1974 has further been subdivided into three sub-periods,
namely 1960 - 1965, 1965 - 1970 and 1970 - 1974 .

The deviation of local production from proportional growth, import
substitution and the effect of export demand growth are estimated for
19 3-digit industries in the manufacturing sector. The breakdown of
manufacturing by industries used here, follows the International Stand-
ard Industrial Classification (ISIC). These industries have been further
classified according to the nature of demand for their products as pto-
ducing : (A) investment and related products, (B) intermediate goods and
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(C) consumer goods. Note that there is considerable overlapping in these
categories due to aggregation (e. g. the products of metals and nonmetal-
lic minerals are used both as investment goods and as intermediate goods,
however, they have been classified in the first group as they predominant-
ly go into investment goods).

Statistical information on industrial production was obtained from
the United Nations Yearbook of Industrial Statistics(8). The source of
figures for the value of commodity imports and exports was the Inter-
national Trade Statistics Yearbook(9). The original figures for commodity
imports and exports obtained were classified according to the Standard
International Trade Classification (SITC). We had to reclassify them
according to the categories in the Industrial Statistics Yearbook to make
possible the addition of imports and domestic output in each industry(10)

Constant price figures were preferred to current price figures as the
latter are affected by changes of relative prices of imported and locally
produced commodities. Therefore, using current price figures to calculate
import ratios would affect these ratios without reflecting real changes
in import substitution activity. Accordingly, gross domestic output in each
industry at constant 1970 prices was obtained through projecting back
to 1960/61 and forward to 1973/74 the 1970 value of output through in-

dices of real output. The value of exports and imports in constant 1970
prices was calculated by deflating the current price figures given in the
Yearbook of International Trade Statistics respectively using the unit
value index of exports of developing areas to developed and develop-
ing areas and the unit value index of exports of developed and develop-
ing areas with base year 1970(11). The figures thus obtained were expres-
sed in dollars and they were converted into Egyptian pounds through the
conversion factors available from the same source.

Finally the figures for output were given for fiscal years which start
on July 1st, while import and export figures were given for calendar
years. Imports and exports by industry were calculated for fiscal years
by taking their average value for the two calendar years in the middle of
which falls the fiscal year, e.g. imports and exports for fiscal year 1960/
1961 were taken as the average of the corresponding figures in calendar
years 1960 and 1961.
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I - Impact of Import Substitution on Industrial Growth
1 — Results for the overall period 1960 - 1974

Gross national product at factor costs deflated by the wholesale
price index with base year 1970 increased from 1,713 million £E. in
1960/1961 to 2,862 million £.E. in 1973/1974, giving a value of 1.650 for
g, the proportional growth rate of GNP. Estimates of the deviation of
demand from proportional growth and its components, namely import
substitution, growth in export demand and growth in domestic demand
for the period as a whole are shown in Table 1.

Import substitution was found to be the major source of deviation
from proportiona)l growth of demand (and production) in the Investment
Goods Industries (Group A). The growth of export demand played a
minor role in explaining this deviation from proportionality. The effect of
domestic demand growth appears to have been negative, which means
that domestic demand for investment goods has grown at a slower rate
than real GNP. Inspection of individual industries in this group shows
that these results apply to the Iron and Steel and to the Non-ferrous
Metal Industries, to the Machinery Industry and to the Transport Equip-
ment Industry. However, the pattern followed by the Nonmetallic Mineral
Products Industry is different, it indicates that import substitution as
well as export demand growth have had a negative effect on the deviation
of demand for domestic production of this industry from proportionality,
while on the contrary, domestic demand growth has had a dominant posi-
tive role in causing this deviation. Finally, growth in the Metal Products
Industry and Electrical Machinery Industry is explained by the positive
effect of import substitution, export demand growth and domestic
demand growth; however, import substitution is the dominant factor as it
explains 92.8% and 89.39, of the growth of demand for the output of
these two industries respectively.

The growth of Intermediate Goods Industries (Group B) appears to
be due to import substitution (23.44%,), export demand growth (49.019,)
and domestic demand growth (27.55%). The individual industries in this
group do not all follow this pattern, The Textiles Industry, which is one
of the pionecering and well established industries in Egypt grew less than
proportionately to GNP, in spite of some import substitution and a sub-
stantial growth of export demand. However, it seems that the negative
effect of domestic demand growth has more than counterbalanced the
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The Causes of Deviation of Demand from

TABLE (

Proportionality 1960/61 - 1973/74

(Values in miilion £E))

{ L. ! Effects of :

{ Deviation 1 ‘
1s1c Industry ‘ of o In;port Export Domestic |
No. Production ' Substitution Demand

SX |
I (@® - m1) 2 0omosE
!—‘ A - Investment & Related ! 42.9 ‘ 68.0 '
Products ]) i ! 1
3617362/  Nonmetallic Mineral ; 0.2 ‘ -1.48 ]‘ 1.51 ’ 3.19 |
369 Products ! i | ' |
371/3712 Iron & SteelfNon-Ferrous | 0.1 ' 12,55 ' 1.96 | ~14.41 ,
Metals | ' ! ; !
381 Metal Produucts ! 12.1 [ 1123 b 022 | 065 !
382 Machinery ‘ of . 428 0.22 | -4.40 f
383 Electrical Machinery f 207 I 18.48 [not exported 1 222 J
384 Transport Equipment i 9.7 1 18.30 “ 0.19 ! ~8.79 |
B - Other Intermediate Goods | 75.5 177 |0 | 208 !
321 Textiles j -4.1 | 4.94 [ 3883 |- 4787 |
323 Lcather & Products 48 t0.00 ‘ 0.71 | 4.09 |
331 Wood Products 1.5 [ 047 ) not exported |~ 1.03 f
341 Paper & Products | -54 107 { not exported | — 647 1
351/352  Industrial Chemical & | 76.3 " 11.46 3.54 ;6130 i
Chemical Products | !
353/354 Petroleum Refineries & H 12.1 ‘ 10.27 ! - 1.60 343
Coal Products | i | ;
355 Rubber Products L 61 o [ 0w 399
C - Consumer Goods ! 335 La714 2644 :‘ 20.08 1
312 Food Products l 276 1 9.71 10.73 ‘ ~ 4804 |
313 Beverages [ 7.9 I 0.60 278 ’ 452 [
314 Tobaceo 55.9 | 850 0.30 | 47.10
322/324  Wearing Apparel & ! |
Footwear -04 0.000 12.51 [~ 1291
332 Furniture & Fixtures - 23 - 0.005 1.11 -3.405
342 Printing & Publishing Il na.
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positive effect of the other two factors. This may be explained by the
government’s effort during the sixties to overcome balance of payments
problems by trying to substitute for imports and increase exports as much
as possible, even at the expense of domestic demand which was increas-
ingly dissatisfied as was indicated by the growing shortages of commo-
dities on the local market, The Paper and Paper Products Industry also
witnessed some import substitution, but the negative effect of domestic
demand growth was higher than that of import substitution. Industries of
Wood Products and Rubber Products experienced negative import sub-
stitution, i.e. the ratio of imports to total supply increased over that
period.

Finally, import substitution was an important source of deviation
from proportional growth in the Consumer Goods Industries (Group C).
It explains 87.169, of output growth, while the export demand explains
78.48¢%, domestic demand having grown less than proportionately to
GNP. Within this group of industries, the Food Products Industry, Wearing
Apparel and Footwear Industry and Furniture Industry have grown less
than in production to GNP. The case of the Food Products Industry is very
similar to that of the Textiles Industry, it reflects the priority that the
problem of balance of payments was taking over that of satisfying domes-
tic demand. The results for the Wearing Appparel and Footwear Industry
and the Furniture and Fixtures Industry are consistent with the results
shown previously, namely that domestic demand for Textiles, Rubber
Products and Wood Products has grown less than proportionately to
GNP. This led to a less than proportionate growth of the consumer
goods industries using these intermediate products as inputs.

On the whole, import substitution appeared to be an important source
of growth, especially within the group of Investment Goods Industries.
Export demand played in general a secondary role in all industries except
for the Textiles Industry, the Food Products Industry and the Wearing
Apparel and Footwear Industry where it had a leading role. Domestic
demand seems to have had a minor role in demand growth, as it appears
to have grown less than proportionately to GNP in almost all manu-
facturing industries; exceptions to this are the Chemical Products and the
Tobacco Industries where domestic demand appears to be the major
cause of demand growth in these industries (83.349, and 84.269, respec-

tively of demand growth in these industries is due to domestic demand
growth).
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Note that import substiiution as measured here underestimates actual
import substitution, as the definition of imports used does mnot include
implicit or indirect imports which represent the inputs used to produce
the import substitutes and which were originally imported implicitly with
the final commodity(12). To give an example, suppose that the country
imports all its refined petroleum products in the initial year. Then oil is
discovered and domestic refineries are built to process the domestic crude.
Assuming that final demand is constant, the measure used here will show
import substitution in refining equal to the original imports but none in
crude oil, although the elimination of refined petroleum imports with-
out importing crude was made possible only by the domestic production
of newly discovered crude. This too, should be counted as import substi-
tution production. These indirect imports can be incorporated with a suffi-
ciently detailed and accurate input-output table which is not available for
Egypt.

Import substitution was disaggregated for the period as a whole into
pure import substitution and supply interactions as shown in Table 2.
Pure import substitution is that which would have taken place if there
was only proportionate growth in demand. Supply interactions reflect
both the effect of import substitution - as measured by the change in
import ratios m - m - and of the deviation from proportionate
growth of export demand and local demand on total demand for the
production of individual industries. Pure import substitution appears to
have played an important role during the period as a whole, particularly
for the Investment Goods Industries where its value exceeds that of gross
import substitution, the difference being explained by the less than pro-
pornate increase in domestic demand for some Investment Goods Indus-
tries (Non-metallic Minerals, Iron and Steel, Machinery and Transport
Equipment).

Supply interactions have had in general a minor role in all industries
other than the Industrial Chemicals Industry and the Tobacco Industry
where they reached successively 47.739, and 26.479, of gross import
substitution. This indicates that, in general, export demand and domestic
demand for the production of the industries under study did not expand
at a rate much different from the proportionate rate of growth of GNP.
Note that these supply interactions would result only if there was import

substitution and they would be zero in the absence of a change in the
import ratios.

- Y -



TABLE 2

Disaggregation of Import Substitution 1960/61 - 1973/74

(Values in million £.E.)

Supply Intcractions
ISIC Gross [mport | Pure Import
No Industry Substitution Substitution due to Jue o
) m® -m1)21 m®-mH)ZF total Export Domestiv:
J Demand | Demand
| .
A - Investment & 68.00 ! 77.50 -9.50 0.67 |- 10.17
Related Products % i
361/362/  Nonmetallic Mineral e I 005 010
369 Products i .
371/372  Tron & Stecl/Non- 12.55 i 1518 =263 04l - 304 |
Ferrous Metals i | ‘ i }
381 Metal Products | nas o 979 144 | 03 L3 |
382 Machinery [ 4.28 | 570 -1.42 | 0.07 -149 |
383 Electrical Machincry : 18.48 [ 16.71 .77 r not exporicd 1.77
384 Transport Equipment | 18.30 ! 2362 =532 0.12 - 544 |
B - Other Intermediate Gouds | 177 j 15.91 179 ! 115 064 |
31 Textiles : 494 | s07 -013 | 057 | =070 |
323 Leather & Products | no imposts | - I -_— I
331 Wood Products ! -047 i - 0.59 0.12 | notexported 012 |
341 Paper & Products ! 1.07 168 -061 ‘ not exported - 0.61 |
351352 Industrial Chemicals & i 11.46 } 599 547 Q.30 517 l
CH. Products | 1 ‘ !
353/354  Petroleum Refineries & | 10.27 ! 9.90 037 | =033 0.70
Coal Products I i j
355 Rubber Products , - 224 ‘ -298 074 | 008 | 066 '
C - Consumer Goods 1 27.14 ; 26.71 043 ‘ 1.65 L= 1.22
31172 Food Products 971 11.36 ~1.65 ! 048 z - 213
313 Beverages 0.60 0.38 0.08 i Q.14
314 Tobacco 8.50 6.25 001 | 224 |
322/324 Wearing Apparel & no imports _— —— |
Footwear |
332 Furniture & Fixtures - 0005 -~ 0,01 - 0.002 0.007
342 Printing & Publishing a. a. -
S
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2 - Results for the Different Sub-Periods

As mentioned previously, the whole period was further subdivided
into three sub-periods from 1960 to 1965, from 1965 to 1970 and finally
from 1970 to 1974. The results were as follows :

(a) 1960 - 1965

GNP at constant 1970 factor costs grew from 1,713 million £E. to
2,350 million £.E. giving a proportional rate of growth of 1.372. Estimates
of the deviations from proportional growth and their causes in different
industries are given in Table 3.

It appears that the three groups of industries have generally grown
less than proportionately to GNP, however, some individual industries
within each group grew more than proportionately to GNP, the most
important case being that of Industrial Chemicals, other industries which
grew more than proportionately to GNP are Electrical Machinery, Trans-
port Equipment and Metal Products within Group A, Leather, Wood
Products and Paper Products industries in Group B and only the Beve-
rages industry in Group C. The less than proportionate increase in
Machinery and Iron and Steel industries may be due to the fact that
they were recent in Egypt's experience and were still at the construc-
tion stage. Older industries in Egypt like the Nonmetallic Minerals Indu-
stry (which includes cement), the Textiles industry and the Food Pro-
ducts industry also showed less than proportionate growth. This reflects
the tendency to promote new capital goods industries at the expense of
neglecting older industries. We should note in this connection that it
matters greatly which commodities the country chooses to produce in-
stead of importing, there may be natural advantages to be taken
care of. This point of view may have been disregarded by the Egyptian
planner when such industries as Iron and Steel were undertaken.

Import substitution has been negative in the Intermediate Goods indus-
tries and Consumer Goods industries, it was positive, however, for Invest-
ment Goods industries. Export demand for Intermediate Goods and Con-
sumer Goods grew more than proportionately to GNP which was re-
flected in a less than proportionate growth of commodities going to satisfy
domestic demand. This, in turn, was reflected in shortages of consumer
goods on the local market and bottlenecks due to the insufficiency of
intermediate goods, mainly raw materials and spare parts. Again, the
Industrial Chemicals Industry deviates from this pattern, 969, of the
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‘TABLE 3

13
The Canscs of Deviation of Demand from Proportionality 1960/61 - 1964/65
(Values in million £.E.)
1S1C Industry Deviations i Effects of :
No. of Import Export Domestic
Production  Substitution Demand Demand
e S ‘ _
A - Investment & Related \ - 128 2.78 -0.76 ~ 1482
Products ;
361/362/  Noametallic Mineral ! 62 -1.93 —-1.917 —2.353
| 369 Products
i 3717372 Iron & Steel/Non Ferrous -85 3.64 0.087 - 12227
‘ Metals |
381 Metal Products . 04 0.24 not exported 0.16
l, 382 Machinery i~ 06 - 1.79 0.028 1.162
I 383 Electrical Machinery 2.0 —~ 0.66 not exported 2.66
384 Transport Equipment 01 6.21 0.102 - 6212
\ {
3 B . Other Intermediate Goods [ -62 - 975 2546 — 219
| ‘
] 321 Textiles i ~326 -17.13 22.68 -48.15
| 323 Leather & Products 0.6 no imports | not exported 0.6
i 331 Wood Products 24 1.04 not exported 13
i 341 Paper & Products : 1.2 395 0.559 -33
351/352 Industrial Chemicals ‘ 30.5 0.65 0.577 29.273
353/354 Petroleum Refineries & Coall -5.9 279 3.587 —12277
Products ‘
355 Rubber Products i 24 1.36 0.00 -1.04
} C - Consumer Goods l 420 ~17.17 12.96 -31.79
i
‘ 31172 Food Products I 34.1 18.73 11.56 -269
1313 Beverages 1 1.1 0.11 ~ 0.087 1.077
I 314 Tobacco ' ~ 66 022 0.480 -7.300
322/324 Wearing Apparel & - 22 no imports 0.57 -27
Footwear '
’ 332 Furniture & Fixtures , - 02 041 not exported -06
342 n.a.
- -
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deviation of production from proportionate growth goes to satisfy grow-
ing domestic demand, while 1.9%, and 2.19, go to satisfy export demanc
and import substitution respectively.

Import substitution was disaggregated into pure import substitution
and supply interactions, The results are indicated in Table 4. Positive
values for supply interactions show that the corresponding industries
have developed at a higher rate than the proportionate rate of growth
of GNP, provided there was positive import substitution within the in-
dustry. Negative values for supply interactions, with positive import sub-
stitution, indicate that the components of demand in these industries
have grown less than proportionately to GNP and that any growth that
occurred in these industries was used for import substitution,

(b) 1965 - 1970

Gross national product at constant 1970 prices grew from 2,350
million £E. to 2,508 million £E., ie. at a rate of 1.067. During this
period, most industries witnessed a positive deviation from propor-
tionate growth and positive import substitution as well as positive growth
in export demand. Domestic demand for many industries, however, ap-
pears to have grown less than in proportion to GNP. Note that the
growth rate of GNP for this period is substantially lower than that of the
previous period (1.067 as compared to 1.372). Also, during this period,
Egypt was forced to check the growth of its imports and increase its
efforts to promote exports as a result of growing balance of payments
problems due to the withdrawal of U.S. aid in: the mid-sixties, the foreign
exchange drain arising from the Yemen war and later, the Arab-Israeli
war in 1967. These considerations explain the observed positive import
substitution in most industries and the positive deviation from pro-
portionality of export demand which occurred again at the expense of
domestic demand, which showed negative deviation from proportionality
as shown in Table 5.

One of the major exceptions to this pattern are the Petroleum Re-
finery industries which grew less than proportionately to GNP and
showed negative import substitution. This may be explained by the loss
of the Sinai oilfields and the closure of the oil refineries in Suez following
the 1967 war. Note also that the Nonmetallic Mineral Products Industry
(which includes Cement) showed negative import substitution due to the
high increase in dcmestic demand which was not matched by the growth
of productive capacity in this industry.
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TABLE 4

Disaggregation of Import Substitution 1960/61 - 1964/65

(Values in million £.E)

Supply Interactions

T )
No | Tndusty Sovmitivion Subsitoion due to fdveto
. Total Export Domestic
Demand |Demand
- I
A - Investment & Related 2.78 3.05 - 027 -0.01 ~0.26
Products
361/362/ Nonmetallic Minerals -1.93 -2.16 0.23 0.105 0.125
369
371/372 Iron & Steel/Non-Ferrous 3.64 4.56 ~ 0.92 | 0.007 - 0927
381 Metal Products 0.24 0.22 0.02 {notexported| 0.02
382 Machinery - 1.79 —~1.65 -0.14 ~0.003 - 0.137
383 Electrical Machinery - 0.66 - 0.57 ~0.09 |not exported ; —0.09
384 Transport Equipment 6.21 7.67 —146 | 0.024 t—1.484
]
B - Other Intermediate —9.75 —9.67 0.08 ; ~0.58 ; 0.50
Goods ; i
321 Textiles —7.13 783 ‘ 070 | —0620 ' 1320
323 Leather & Products 1o imports — -~ - 0 -
11 Wood Products 1.04 0.79 0.25 | not expomcf 025
341 Paper & Products 3.95 4.84 0.89 | 0.185 | ~1.075
351/352 Industrial Chemicals & 0.65 043 0.22 ; 0.004 © 0216
Chemical Products : "
353/354 Petroleum Refineries & 2.79 3.56 ~0.77 i 0.315 | 1085
Coa} Products ' !
355 Rubber Products -~ 1.36 -1.46 0.10 ‘ 0.00 l 0.100
C - Consumer Goods -17.17 - 18.44 1271 o067 ! 194
3112 Food Products -18.73 - 20.20 147 -1.098 i 2.568
313 Beverages 0.11 0.10 0.01; _ 0.001 0.011
314 Tobacco 0.22 0.24 - 0.02 0.001 - 0.021
322/324 Wearing Apparel & no imports - - - -
Footwear
332 Furniture & Fixtures 0.41 0.48 ~0.07 not exported| --0.07
142 Printing & Publiskiing na, -~ - - -
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TABLE 5

The Causes of Deviation of Demand from Proportionality 1964/65 - 1969/70

(Values in million £E.)

. Effects of :
Is1C Industry De“:ft o +— |
No. Production Import Export Domestit
Substitution Demand Demand
— _
A - Investment & Related 354 43.00 2.76 -16.36
Products
361/362/ Nonmetallic Mineral 6.7 - 0.39 1.459 L 5634
369 Products
371/372 Iron & Steel/Non-Ferrous 7.8 7.85 1.67 6 ~1.726
Metals |
381 Metals Products 103 8.60 0.149 1.551 |
382 Machinery - 01 2.63 0.147 ~2877 |
383 Electrical Machinery 6.8 10.53 not exported | ~ 373 0
384 Transport Equipment 3.9 7.67 0.109 - 3.879
B - Other Intermediate Goods 28 2.89 7.84 17.27
321 Textiles 17.6 490 14.74 — 204
323 Leather & Products 24 no imports 0.85 1.55
331 Wood Products -1.3 1.58 not exported ~ 2388
341 Paper & Products 7.1 3.30 ~0.79 459 !
351/352  Industrial Chemicals & 13.6 292 2.512 3.168 ;
Chemical Products ;
353/354 Petrolenm Refineries & ~10.1 - 12.834 ~7.838 10578 |
Coal Products
355 Rubber Products ~-13 - 020 — 0373 —0.727
C - Consumer Goods 61.5 43.50 30.78 —~12.28
31172 Food Products 515 41.87 18.915 - 3.285
313 Beverages 1.3 0.25 2.652 —1.602
314 Tobacco 9.8 1.90 - 0407 8.307
322/324  Wearing Apparel & - 39 no imports 7.93 11.83
Footwear
332 Furniture & Fixtures 0.0 0.30 1.439 1.739
342 Printing & Pubilshing ~ 32 0.88 — 0.438 _3.642
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Some industries which were not exporting their production during
the previous sub-period, started exportation during this sub-period. These
industries are the Metal Products Industry, the Leather Products Industry
and the Furniture and Fixtures Industry.

Import substitution was also disaggregated in the same way as
before and the results are shown in Table 6. Values for supply interactions
were small in comparison with pure import substitution effect. Industries
like Machinery, Wood Products, Petroleum Refineries and Printing show-
ed negative values for supply interactions. This substantiates the earlier
findings that these industries had less than proportionate growth,

(©) 1970 - 1974

Gross national product at constant 1970 factor costs increased from
2,508 million £E. in 1969/70 to 2,826 million £.7. in 1973/74, giving a
proportionate rate of growth of 1.127. Deviations from proportionate
growth shown in Table 7 were generally lower in Investment Goods In-
dustries and Consumer Goods Industries than they were during the pre-
ceding sub-period although they were higher than in the first sub-period
(compare with Tables 3 and 5). Deviations from proportionate growth
have substantially increased in the Intermediate Goods Industries parti-
cularly within the Industrial Chemicals Industry and the Petroleum Re-
finery Industry. However, the import substitution activity seems to
have declined in comparison with the previous sub-period 1965-1970,
particularly within industries in Group A and Group C. This may be
explained to a certain extent by the relaxation of restrictions on many
imported commodities. Note also that during this sub-period, some indus-
tries which were exporting previously stopped exportation, these in-
dustries are the Paper Products Industry and the Rubber Products In-
dustry. It is interesting to note the large negative deviation from propor-
tionality observed in the Food Products Industry which was reflected in
the less than proportionate increase in demand, whether external or
domestic in spite of negative import substitution. For Tobacco, the large
increase in production was predominantly used in satisfying domestic
demand. The same applies for Beverages.

Within Group B, the more than proportionate growth of Textiles
production was shared between domestic demand and import substitu-
tion (80.4%and 55.39,), while the export demand grew less than pro-
portionately to GNP, Industrial Chemicals growth went mainly to meet
growing domestic demand, the share of import substitution and foreign

- Yo\



TABLE 6

18
Disaggregation of Import Substitution 1964/65 - 1969/70
(Values in million £E.)
Supply Interactions
Gross tmpon e e (e | o]
o s s Total Export Domestic
Demand Demand
- ]
A - Investment & 43.00 45.13 -2.13 +0.75 ~288
Related Products
361/362/ Nonmetallic Mineral - 0.39 - 032 -0.07 ~ 0013 -0.057
369 ~ Products
371/372 Iron & Steel/Non-Ferrous 7.85 7.85 0.00 0.239 ~0.239
381 Metal Products 8.60 6.87 1.73 0.152 1.578
382 Machinery 2.63 324 - 0.61 0.034 ~0.644
383 Electrical Machinery 10.53 12.83 1. 230 |not exported| - 2.30
384 Transport Equipment 7.67 8.60 - 0.93 0.0273 ~0.9573
B - Other Intermediate 2.89 2,74 0.15 0.05 0.10
Goods
321 Textiles 4.90 4.68 022 0.255 -0.035
323 Leather & Products no imports - - — -
331 Wood Products 1.58 273 -~1.15 |pot exported | —1.15
341 Paper & Products 330 2.69 0.61 - 0.125 0.735
351/352 Industrial Chemicals 2.92 2.62 0.30 0.069 0.231
& Chemicals Products
353/354 Petroleum Refineries & -~ 12.84 -11.97 -0.87 2.540 ~3410
Coal Production
355 Rubber Products - 021 - 0.21 0.00 0.006 -~ 0.006
C - Consumer Goods 43.50 40.15 335 3.57 ~0.22
31172 Food Products 41.87 38.68 3.19 3.84 ~0.65
313 Beverages 0.25 0.23 0.02 0.049 0.029
314 Tobacco 1.90 177 0.13 0.007 0.137
322/324 Wearing Appare] & no imports - - — —
Footwear
332 Furniture & Fixtures 0.30 0.32 -0.02 0.113 ~ 0133
342 Printing & Publishing 0.88 1.08 - 020 | - 0022 0178
;
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TABLE

7

The Causes of Deviation of Demand from Proportionality 1960/70 - 1973/74.

(Values in million £.E.)

Effects of :
1S1C Industry -__De"(‘;t“’m
No. Production Import Export Domestic
Substitution Demand Demand
A. Investment & Related 18.0 15.75 — 048 I - 2.73
Products
361/362/ Nonmetallic Mineral
369 Products 0.0 1.64 0.88 ! 0.76
371/372 Iron & Steel/Non 14 —-1.16 0.12 2.4
Ferrous Metals
381 Metal Products 0.0 2.46 013 ~2.59
382 Machinery 09 325 -~ 0.003 2347
383 Electrical Machinery 10.7 5.34 not exported 5.36
384 Transport Equipment 5.0 1.87 - 0.04 3.17
B. Other Intermediate Goods 51.6 27.24 - 2.65 27.01
321 Textiles 153 8.46 — 5.46 12.30
323 Leather & Products 14 no imports — 025 1.65
331 Wood Products - 28 — 3.08 not exported 0.28
341 Paper & Products -~ 14.9 —~ 5.00 not exported -~ 9.90
351/352 Industrial Chemicals 243 6.72 0.04 17.54
353/354 Petroleum Refineries & 30.6 23.65 1.62 533
Coal Products
355 Rubber Products —23 —- 072 not exported —1.58
C. Consumer Goods 2.1 - 1.05 - 2757 30.72
3112 Food Products - 514 - 97 - 29.10 —12.59
313 Beverages 5.0 0.04 0.08 5.04
314 Tobacco 52.8 5.22 0.19 47.39
322/324 Wearing Apparel & 6.7 no imports 2.88 382
Footwear
332 Furniture & Fixtures —-21 __053 - 041 ~ 116
342 Printing & Publishing — 89 ~022 0.13 — 881
| |
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demand being much smaller (72.17%, 27.77%, and 0.16% respectively).
The high deviation from proportionality observed in the Petroleum Re-
fineries Industry went largely to substitute for imports, while export and
domestic demand had the smaller share (77.29%, 5.29% and 17.42%, re-
spectively).

Finally, within Group A, the deviation in Electrical Machinery was
almost divided by half between domestic demand growth and import
substitution (50.19% and 49.9% respectively). In the Transport Equip-
ment Industry, the higher share of growth went to satisfy increasing do-
mestic demand (63.49), while the share of import substitution was 37.4%,
export demand having grown less than in proportion to GNP.

The results of disaggregation of import substitution into its compon-
ents are shown in Table 8.

Supply interactions would result only if there was import substitution
and they would be zero in the absence of a change in import ratios and
thus of import substitution. Given a certain level of import substitution, a
positive value for supply interactions would indicate that output in the
corresponding industries grew more than proportionately to GNP due to
the existence of import substitution in these industries, a negative value
for supply interactions indicates that output has grown less than in pro-
portion to GNP, The reverse would be true if import substitution is
negative. In such cases, a positive value for supply interactions reflects
the fact that output has grown less than in proportion to GNP while a

negative value shows that output has grown more than in proportion to
GNP.

3 - Import Ratios and their Changes

The import ratio in any year is indicative of the degree of reliance on
foreign markets for the supply of any given commodity and it also indi-
cates the scope for possible import substitution in any industry, Changes
in the import ratio over the years indicate the extent of import substitu-
tion that occurred. Table 9 shows these ratios and their changes over
the period as a whole and during the three sub-periods considered, The
table also shows the percentage change in import ratios over the period
under study. However, these ratios and their changes do not stress the
importance of each industry within the manufacturing sector. Percentage
shares of each industry in the total supply of manufactures for the years
1960/61 and 1973 are given in the last two columns of the table, so that
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TABLE 8 21
Disaggregation of Import Substitution 1960/70 - 1973/74

(Values in million £E.)

1 ( Supply Interactions
R
1S1C Gross Import ) Pure Import |~— 75—~
No. Industry Substitution | Substitution Total g:;ot:: g‘:n:ﬁc
| Demand Demand
A - Investment & Related r 15.75 15.57 0.18 ~0.033 0213
Products {
361/362/  Nonmetallic Minerals 1.64 1.69 | 0.05 0.03 0.02
369 Products |
371/372 Iron & Steel/non Ferrous ~1.16 - .12 ~0.04 0.01 ~0.05
Metals
381 Metal Products 2.46 282 ' 0.36 0.02 038
382 Machinery 3.25 381 + 0.56 -~ 0.001 —0.559
383 Electrical Machinery ! 534 4.56 I 078 not exported 0.78
384 Transport Equipment 1.87 174 0.13 — 0.002 0132
B. Other Intermediate 27.24 2606 ! 118 0129 | 1309
Goods {
321 Textiles 8.46 829 ‘ A7 0.14 0.31
323 Leather & Products no Imports — ! - | — -
331 Wood Products [ - 3.08 - 295 0.13 |not exported | —0.13
341 Paper & Products I - 500 ~786 | 286 inotexported| 286
351/352 Industrial Chemicals 6.72 5.88 “ 0.84 0.002 0.838
353/354 Petroleum Refineries ! 23.65 19.21 | 444 1.03 341
& Coal Produucts | ;
355 Rubber Products - 072 I ~082 i 0.10 ‘not exported 0.10
| ]
C. Consumer Goods - 1.08 ~ 1.04 0.01 t 0.060 —0.07
3112 Food Products - 971 ~ 11.40 1.69 [ 1.19 0.50
313 Beverages 0.04 0.03 ‘ 001 | 0.0002 0.010
314 Tobacco 522 3.86 136 | 0.005 1.355
322/324  Wearing Apparel & no Imports —_ ' ~ - [
Footwear {
332 Furniture & Fixtures - 053 — 0.80 027 ‘ 0.07 6.20
0.16 | ~0.002 0.162

342 Printing & Publishing — 022 -~ 038
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changes in import ratio can be seen in relation to the importance of each
industry within the manufacturing sector.

The highest import ratios are observed within the group of Invest-
ment Goods Industries where in 1960 the import ratios exceeded 0.5 in
four of the six industries considered. This indicates that the scope for
import substitution was high in this group of industries at the beginning
of the period under study. The import ratios at the end of each period
show the extent of import substitution that has occurred during the
period and the scope for further substitution. The import ratios in 1974
show that import substitution occurred, over the period as a whole, in all
industries within Group A except in the Non-metallic Minerals Industry;
although it was not always positive in each of the sub-periodsiconsidered.
Import substituting activity was most intensive in the Metal Products
Industry and in the Electrical Machinery Industry (where the import
ratios fell by 70.5% and 59.79%, respectively). Import substitution also
occurred, but to a smaller extent in the Transport Equipment Industry
which relied on assembling imported rather than domestically manufac-
tured parts. Considerable import substitution also occurred in the Iron
and Steel/Non-ferrous Metals Products Industry (where the import ratio
decreased by 349,), although the import ratio in this industry was rela-
tively low at the beginning of the period (0.382). Import substitution in
Machinery was much smaller, the import ratio having decreased by
13.2%, over the whole period. The Non-metallic Minerals Industry (which
includes cement) had a low import ratio in the initial year (0.065), how-
ever, it increased in the first two sub-periods but fell somewhat in the last
sub-period indicating an overall negative import substitution over the
whole period. As shown in Table 1, local production in this industry ap-
pears to have grown less than proportionately to GNP, exports also grew
less than proportionately to GNP and import substitution was negative,
which means, by necessity, that domestic demand for the products of this
industry must have grown more than in proportion to GNP. This was due

to extensive construction activity (e.g. High Dam, military construction,
etc.

The scope for import substitution in Group B industries was gene-
rally smaller than in Group A, however some industries within this group,
namely, that of Wood Products and Paper Products, showed a wide scope
for import substitution. In spite of some import substituting activity with-
in the Wood Products Industry during the first two sub-periods, the
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import ratio in this industry increased over the whole period, indicating
negative import substitution and the Paper Products Industry showed
very slight import substitution (the import ratio decreased by 7.8%). This
may be explained by the unavailability on the local market of the mate-
rials necessary for these industries which would have had to be imported.
The Textiles Industry which already had a low import ratio (0.049) at the
beginning of the period is about to exhaust the possibility for further
import substitution and further growth of this industry will have to rely on
expanding exports. The Industrial Chemicals Industry and the Petroleum
Refinery Products Industry which initially were not relying heavily on
imports (the import ratios were respectively 0.313 and 0.203 in 1960/ 1961)
showed a relatively high activity in substituting for imports. Finally, the
Rubber Products Industry showed persistently negative import substitu-
tion, the import ratio in this industry more than doubled during the
period as a whole.

Inspection of the results obtained for Group C shows that the scope
for import substitution was lower within this group of industries than it
appeared to be for the first two groups, yet, import substitution occurred
more actively than within the group of Intermediate Goods Industries.
Import ratios in the Beverages Industry and in the Tobacco Industry
decreased by 85.3% and 57.9% respectively, reaching the low levels of
0.005 and 0.032. The possibility for further expansion of output of these
industires seems to depend now on domestic demand growth and
the possibility of promoting exports. The Food Products Industry also
witnessed activity in substitution for imports, but the scope for further
import substitution in 1973/74 remained broader than in the previous two
industries. The case of the Furniture and Fixtures Industry appears to be
similar to that of the Wood Products, Although import ratios in this in-
dustry were high, negative import substitution occurred. This may be ex-
plained by the local shortage of materials necessary for this industry as
well as the shortage of skilled carpenters due to emigration or to the
shift of apprentices to other larger scale industries.

For the period as a whole, five of the industries under consideration
showed a percentage decrease in the import ratio of over 50%, three other
industries experienced a relative decrease of over 259, while four of these
industries showed negative import substitution. The remaining industries
Had import substitution of less than 259, This indicates that, during the
14 years considered, there was import substitution activity in Egypt.
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However, it was not substantial except for some industries namely Metal
Products, Electrical Machinery, Petroleum Refineries, Beverages and
Tobacco.

IV - Conclusions

The measures obtained in this study indicate that import substitution
has been a significant source of growth in demand for the domestic produc-
tion of the Manufacturing Sector, particularly if we remember that it has
possibly been underestimated, as mentioned earlier. This is shown by the
high value for import substitution, during the period as a whole, in
many industries especially within the group oi Investment Goods Indu-
stries and the group of Consumer Goods Industries. In some industries,
demand has expanded on the basis of import substitution and to a
smaller extent on the basis of export demand growth, even at the expense
of negative domestic demand growth. The study of import demand ratios
and their changes confirms the significance of import substitution in many
industries over the whole period. However, the importance of import
substitution varied from one sub-period to the other within different in-
dustries. It seems that import substitmting activity was most intensive
during the second sub-period when Egypt started to face very serious
balance-of-payments problems. Whether this activity will continue to play
an important role in the future is subject to question, particularly since
its importance has -declined during the last sub-period, as can be seen
from the information in Tables 7 and 8. The scope for import substitution
seems to have been exhausted in some industries (see Table 9) and to be
limited in others. Moreover, it seems that the emphasis shifted from try-
ing to achieve self-reliance, even at the cost of suppressing the growth of
domestic demand, to trying to satisfy domestic demand particularly with-
in the group of Intermediate Goods Industries and that of the Consumer
Goods Industries.

The future role of import substitution appears to be less important
than that of the growth of domestic and export demand. However, it is
clear that import substitution has played a significant role in the develop-
ment of the Manufacturing Sector during the period under investigation.

- Y\ -



80 |®u |BU o :o.os« S0 U 8,00 | 1900] 9010 |®U umysiqng 2 Supond we
1£0 1990 0= 1000 | 0110 9500 | €900 | 660 | 690 | SIv0 | 8Lb0 sarmixty ¥ dmrung 255
soT1 |56 61S (100 | (200 | S100 | 2000 | 2600 | 650°0| $L00 | 9.0 000eq0], p1g
9¢T 880 €58 6200 | 2000 | 8100 | 6000 | S000 | LOOO| SZOO | +500 soBesonog £1¢
So'L Rt/ 061 19500 | SEOO~| 6¥1'0 | LLOO-| €510 | LIIO| 99Z0 | 6810 spnpoig pood  T/lIE

— —

197e | Lite £s¢ [§S00 | T000-| ¥600 | 6£00 -] L6D'D | S600| 6810 | OST'0 SP00D JWNSUAD -
860 | vET €9tI—  l6v10- | 80°0~| €10°0 ~| 880°0~ | L9TO | 61T0 | H0TO | SITO spnpoid 1eqqny ss€
Sty 60 ¥6L [0 | ELEO | 1820~ OL00 | 1400 | ¥IVO| E€I0 | €0T0 souougsy wnotondd  bSE/ESE
v6Tl | 769 S8 (800 | ¥600 | 6100 | SO0 | SSTO | 6STO| 8OE0 | EIE0 speormoy)) femsnpuy  ¢SE/ISE
€91 T gL |ev00 | 1020 | 600 | 6v10 | 9050 | S0€0 | 00v0 | 6450 sionpoid % sadeg 1€
60 | ¥l vb~ |7600-| 80Z0 | STI'O | 1500 | ¥9L0 | 9550| 1890 | TELO S1onpoIg PoOM 1€€
60T | 6THT 98T |pI00 | $TOO | 9100 | 9TOO ‘ 9500 | 6500 | SLOO | 6500 SO 1€
orey | 0sov 09T 19200 | w00 | S000 | 6100~ LE10 | LLIO| 2810 | €910 SPOOD YRIPAWIANU] WO - €

|
Ls's 9L UEE[S1Z0 | 20 | 6010 | ¥800 | SEFO | LSYO| 9950 | 0590 tuawdinbyg 1iodsuely, $8€
Ls'€ oct £65 |66€0 | 860°0 | SSTO | IO 6220 | LIEO | TS0 | 89S0 Asourgoei [ROIIRIT £8¢
$67 Wy 7€l |S600 | TLOO | 9500 | €600 LZ9O | 669°0 | SSLO | TTLO Asouryoe 8¢

91 o'l soL oo | gor0 | vsc0 | €100 | L610 | 0050 | +s90 | £99°0 spnpoid 2N 18¢

s[elom

€9 £8'L ove  |ogro | 21004 s600 | 00 | ZSTO | OVTO| SEE0 | 780 | Snomeg-uON/IAS % uON  TLE/ILE

69€
ove | e r'ep- 8200 | 1600 | 8000~ 1500 £600 g +210 | 9110_| §90°0 S[eIoUI ON[EIOWUON  /Z9€/19€

{3254 £L g6 |0610 | ¥00 | LELO. | 60000 | ZIEO | 9S€0| €64°0 | TOSQ [Sonpold ParE[ay % JUSWNSIAU] - V

,M g m. ® M m;m W 2 23! % = o s 3
puictel| 190961 (3R FEI SIS S8 [ 2B 2| 8 g1 2 :
1coEsrR2l sgl 38l a3 = 3 & 2 (€1)Ansnpuy Uouw
saamoejnuenm jo Ajddns) &5
101 ur oreg g sopey podwy m saduey) soney 1iodwy
soBuey) nomy pue sopney Modwy

ST

6 A1AVL

— YA -



FOOTNOTES

. B. Hansen and G.A. Marzouk : Development and Economic Policy in
the U.A.R. (Egypt), North Holland Publishing Co., Amsterdam, 1965,
p. 306.

. B. Hansen and G.A. Marzouk : Ibid., ch. 6.

. H.A. Kheir-El-Din : *“Macro Features of the Egyptian Economy 1960 -
19747, L'Egypte Contemporaine, January 1977, pp. 35 - 59.

. The non-availability of all the necessary data for the study did not aliow
us to extend this study beyond 1974, although it would have been interest-
ing to assess the effect of the “open door” policy on impor substitution.

. H.B. Chenery : “Patterns of Industrial Growth, “American Economic
Review, September 1960, 50’ pp. 624-654.

. J. Ahmad : “Import Substitution and Sstructural Change in Indian Manu-
facturing Industry”, Journal of Development Studies, Spring 1965, S, pp.
350-379 - S.R. Lewis and R. Soligo : “Growth and Structural Changes in
Pakistan’s Manufacturing, 1954 to 1964”, Pakistan Development Review,
Spring 1965, 5, pp. 94-139 - S.N. Fernando : Impact of Import Substitu-
tion : An Application of the Chenery Measure to Sri Lanka’s Industrial
Sector, 1960 - 1974”, Staff Studies, Central Bank of Ceylon.

. M. D. Steuer and C. Voivadis : “Import Substitution and Chenery’s
Patterns of Industrial Growth : A Further Study”, Economia Inter-
nazionale, February 1965, 28, pp. 47 - 77 - D.L. Huddle : “Postwar
Brazilian Industrialization : Growth Patterns, Inflation and Sources of
Stagnation” in E.N. Baklanoff, ed., The Shaping of Modern Brazil, Baton
Rouge, 1969, pp. 86 - 108. M.L. Eysenbach : “A Note on Growth and
Structural Change in Pakistan's Manufacturing Industry, 1954 - 1974
Pakistan Development Review,, Spring 1969, 9, pp. 58 - 65.

. U.N. Yearbook of Industrial Statistics, starting 1974, formerlq this annual
publication was titled the Growth of World Indusry.

. U.N. Yearbook of International Trade Statistics, various issues, 1964 to
1976.
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10. For this purpose, we relied on the “Classication of Commodities by In-
dustrial Origin, 1971 (Links between SITC and ISIC), U.N. Statistical
Papers, Series M. No. 43, Rev. 1.

11. These indices were taken from the U.N. Monthly Bulletin of Statistics
June, 1977. They were computed for six groups of commodities, namely,
Food, Raw Materials excluding Fuel’s Fuels, Chemicals, Machinery, other
Manufacturing.

12, S.A. Morley and G.W. Smith : “On the Measurement of Import Substi-
tution”, American Economic Review, September 1570, pp. 723 - 735.

13. The Leather Products Industry and the Wearing Apparsl and Footwear
Industry did not appear in this table as the products of these industries
were not imported during the period of study.
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