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Abstract

This study deals with the analysis of the competitive environment in Egypt compared to the
countries (China - Malaysia - Tunisia). Where the competitive environment is reflected in its
focus on policies to support the competitiveness of Egyptian manufacturing exports in a global
economy open to international trade.

The study focused on evaluating the policies to support the competitiveness of Egyptian
manufacturing exports, including innovation policies and spending on research and
development as a percentage of GDP, directing foreign direct investment share towards the
manufacturing sector in Egypt, and the competitiveness of the exchange rate, its reflection on
the annual inflation rate, and the effectiveness of the antitrust policy on Egypt's manufacturing
exports.

The study included three chapters: the first chapter dealing with general features of the policies
of supporting competitive exports of the manufacturing sector. Chapter Il presents some of the
policies of supporting export competitiveness from the experience of China-Malaysia-Tunisia.
Chapter 111 evaluates some competitive support policies for the manufacturing sector exports
in Egypt within the context of the competitive situation in Egypt.

The study reached a number of results, the most important of which was the decline in
competitive policies affecting the competitive environment of Egypt compared to
(China - Malaysia - Tunisia) during the period (2009-2016). 2016 is the beginning of an
improvement of most indicators of competitiveness assessment in Egypt compared to 2015. In
Egypt, This may be due to the issuance of laws that contribute to improving the competitive
environment in Egypt, the decline in the volume of expenditure on R & D as a percentage of
GDP has negatively affected the exports of the manufacturing sector. Floating exchange rates
affect Egypt's manufacturing exports in the medium term when the annual inflation rate is
reduced under free trade.

The study has reached a number of recommendations, the most important of which is the need
to support the competitive environment within the framework of supporting the
competitiveness of exports of the Egyptian manufacturing industries through competitive
policies aiming at increasing indicators of the macroeconomic environment while benefiting
from the relatively big size of the Egyptian market in the transfer of technology, and the
transformation of direct export support into indirect support based on competitive policies that
support manufacturing exports, and focusing on supporting innovation policies to reduce the
technological gap with the growing cooperation of scientific research institutions and
universities in the activities of the manufacturing sector in Egypt, and to reduce interest rates
and reduce annual inflation within the framework of floating exchange rate, which will be
reflected on the growth of exports under free trade.

Key words: policy evaluation, competitive support policies, exports, manufacturing
industries in Egypt.
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Foreign Studies: dgialy) clad all
12- Goksing Song, Study Does China and the US Benefit from
China's Exchange Rate Reform? Business School, University of
Greenwich, London, United kingdom, (2017 ) .

The question is whether China and the United States benefit from
China's exchange rate reform from fixed exchange rate regimes to more
flexible by answering the question of whether floating exchange rates will
contribute to China's rebalancing. Why do you prefer the United States?
To float the yuan ?.

The study concluded that:
A- China is more open to international trade and investment than the

United States, its monetary policy will be more affected by US
economic policy decisions under the floating exchange rate system,
and in view of China's huge trade surplus, the market has strong
expectations that the yuan will In the medium and long term to
overcome the challenges expected during financial crises. It is
difficult for China to manage its monetary policy without
considering the flexibility of the Chinese currency exchange rate
under the variable interest rate regime. It is also difficult to claim
that floating exchange rates will help China develop a more
consumption-oriented economy. External and domestic China's
high savings rate of the Chinese population.

B- The yuan-floating exchange rate system is expected to help reduce

trade surplus but may not stimulate domestic demand because

VY



China's FDI may increase significantly. Therefore, there is a need
for a fiscal policy to reduce the high savings rate. The United States
can benefit from the yuan floating exchange rate system. It will
have a much greater impact on the exchange rate than China
because of its developed financial markets. The United States can
strengthen its economy and its role as world banker and producer

of the dollar through More foreign direct investment.

13- Center for Enterprise Research, Aston University, and Enterprise
Research Center, Warwick Business School, Warwick University,
Small and Medium Innovation, Export and Growth, Independent

Center for Enterprise Research, London, United Kingdom (2013).
J

The study dealt with innovation, R & D, capital investment and IP
management, and its impact on exports of SME products in the United
Kingdom.

The study concluded that:

A- There is a strong positive correlation between export and growth

and between export and innovation. Small and medium-sized
enterprises with a previous innovation experience are more likely
to export successfully, reflecting higher export growth rates than
non-innovative firms and European SMEs Their products grow
more than twice as much as those that are not exported, while the
internationally active SMEs are three times more likely to offer
new products or services in their sector than those that are entirely
local in orientation.

Innovation is an essential element of competition and the dynamic
efficiency of markets. Innovators must take a larger market share
than non-innovators. In the long term, innovators will grow faster,
more efficient, and ultimately make them more productive. The
profitability of non-innovators, innovation-based companies is
likely to grow more than non-innovative enterprises in the UK, and

the combined effects of innovation and export increase productivity
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growth in the UK economy across the debt In which innovative and
exporting companies gain market share at the expense of others.
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Model Summaryb

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .886a .785 749 .1366

a. Predictors: (Constant), awdl cipall pw
b. Dependent Variable: la¥) Asall bl (e dsiS JAN) Alaa) gai sija

ANOVAa
Sum of Mean
Model Squares df Square F Sig.
1  Regression 408 1 408 21.881 .003b
Residual 112 6 .019
Total 520 7

a. Dependent Variable: Alaa¥) Aaall @il (o S SAN) Aleaf sai jdisa
b. Predictors: (Constant), el cipall o
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Model Summaryb

Adjusted R Std. Error of the
Model R R Square Square Estimate

1 .940a .883 .860 1.4215

a. Predictors: (Constant), Aaall @il Alaa) (e daiS puphilly dad) Ao gyl
b. Dependent Variable: dalud) cfjaball (e dsiS dbigadl) clelial) a)iba

ANOVAa
Sum of Mean
Model Squares df Square F Sig.
1  Regression 76.391 1 76.391 37.804 | .002b
Residual 10.103 5 2.021
Total 86.494 6

a. Dependent Variable: dalwl) cijpball (e dawiS dbisadl) clelial) @fila
b. Predictors: (Constant), Aaall gl Alea) (1 S pghailly cad) Ao glay)
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Model Summaryb

A B gial)

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .689a A75 .388 1.9718

a. Predictors: (Constant), jélall il i) (385 Jlaal e dolial) ¢l Ao
b. Dependent Variable: Alaa¥) Aaal) milil) ge dawdS dalud) cjalal)

ANOVAa
Sum of Mean
Model Squares df Square F Sig.
1  Regression 21.132 1 21.132 5.435 .059b
Residual 23.327 6 3.888
Total 44.459 7

a. Dependent Variable: la¥) Aaall bl e dadS dalad) cfjalal)
b. Predictors: (Constant), sl ia¥) jliiad) 3845 sl s deliall ¢ U Lo
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Model Summaryb

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 901a 811 .780 1.9832

a. Predictors: (Constant), cawll cipall jau e
b. Dependent Variable: dalud) cfjaball (e dais dbygatl) clelial) a)iba

ANOVAa
Sum of
Model Squares df Mean Square F Sig.
1 Regression 101.342 1 101.342 25.767 .002b
Residual 23.598 6 3.933
Total 124.940 7

a. Dependent Variable: dalwl) cjjpball (e dawis dbisadl) clelial) @fila

Vv

b. Predictors: (Constant), (aml) cipall s i3
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Model Summaryb

Std. Error of the
Model R R Square Adjusted R Square Estimate
1 .795a 633 572 2.76528
a. Predictors: (Constant), _\Sia¥) dadl<a dubuw 4o b ands
b. Dependent Variable: dslull cfjalall (e dawiS daliadl) alelual) a)iba
ANOVAa
Sum of
Model Squares df Mean Square F Sig.
1 Regression 79.059 1 79.059 10.339 .018b
Residual 45.881 6 7.647
Total 124.940 7

a. Dependent Variable: dslul) cjaball ¢p dawiS dabgail) cleliall cjiba
b. Predictors: (Constant), jl<ia¥) 4adl<e dubuw 4o ld andi
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Model Summaryb

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .821a 675 610 2.3724

a. Predictors: (Constant), clal¥) (s dsedS ddgal) §5ladl) Ao uilpual)
b. Dependent Variable: dalud) cfjaball (e duiS dbygatl) clelial) a)iba

ANOVAa
Sum of
Model Squares df Mean Square F Sig.
1 Regression 58.353 1 58.353 10.368 .023b
Residual 28.142 5 5.628
Total 86.494 6

a. Dependent Variable: dslul) cjaball ¢pe dawiS 4l gail) cle liall cjiba
b. Predictors: (Constant), clab) ¢ 4siS 4lgall 5jlaill Ao cuifpial)
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Egyptian market in technology transfer and supporting spending on
Innovation and development, and supporting the mechanisms of
ease of doing business to achieve a competitive position in the near
term.

. Transforming the Egyptian industrial zones into a competitive
environment with special legislations, which will be reflected in the
practice of business within the framework of the industrial policy
that motivates the private sector to achieve freedom of trade and
face monopoly.

. Directing foreign direct investment towards the manufacturing
sector in a balanced manner with the petroleum sector in order to
achieve the growth of the manufacturing sector and the increase in
the percentage and value of finished goods exports from the total
Egyptian commodity exports.

. Transforming direct export subsidies to indirect support, based on
competitive policies that support manufacturing exports in a
competitive environment, and focusing on supporting innovation
policies to reduce the technology gap, with a growing cooperation
of scientific research institutions and universities with the activities
of the manufacturing sector in Egypt.

. Increasing the expenditure on R & D as a percentage of GDP in
Egypt from 0.7% to close to Malaysia's average index of 1.3% in
2015, which will be reflected in the medium term on exports in the
manufacturing sector in Egypt.

. Stabilizing the monetary policy and taking measures to reduce the
annual inflation rate of individual figure, close to the annual
inflation index in the most important trading partner countries,
which will be reflects on the volume of trade and export growth
under free trade.



In Tunisia. Tunisia achieved 6.1% in 2016 respectively. This may
require reliance on industrial policy in Egypt to reorganize the
productive structure in order to increase the value of finished goods
exports and reduce the proportion of exports of semi-finished
goods from the total commodity exports, which is reflected in
repairing the imbalance in the trade balance.

2. Competitive policies affecting the competitive environment of
Egypt compared to (China-Malaysia-Tunisia) during the period
(2009-2016) according to the Global Competitiveness Reports until
the report ( 2017-2018) . 2016 is the beginning of the improvement
of most indicators of competitive assessment in Egypt compared to
2015, including capacity efficiency, from ranking (100) in 2015 to
ranking (87) in 2016.

3. The impact of the decline in the volume of expenditure on R & D
as a percentage of GDP is negative on the exports of the
manufacturing sector in Egypt during the period (2009-2015). The
increase in expenditure on R & D as a percentage of the gross
domestic product in Egypt (0.7% Recent years) to an average close
to 1% in the medium term may lead to the growth of manufacturing
exports in Egypt.

4. The decline in the contribution of FDI inflows in the manufacturing
sector affected the growth of commodity exports as a percentage of
the GDP in Egypt during the period (2009-2016). Hence the
importance of adopting policies that contribute to directing foreign
direct investment towards the manufacturing sector in balance with
the oil sector, which positively affects the growth of exports of
manufacturing industries.

5. The exchange rate affected exports of manufacturing industries in
Egypt. Devaluation of the Egyptian pound due to the free float of
the dollar, and the medium term stability of monetary policy, may
contribute to enhancing the competitiveness of Egyptian exports to
its counterparts in the foreign market. However, the continuation of
the annual inflation rate in Egypt beyond the global rates makes it
difficult to trade with the most important trading partners.

The study recommended:

1. Supporting the competitive environment in Egypt in the framework
of supporting the competitiveness of exports of manufacturing
industries, through competitive policies aiming at increasing
indicators of the macroeconomic environment and seeking to raise
the efficiency of the commodities market and push it towards
competition while benefiting from the relatively huge size of the



of FDI policy towards the manufacturing sector in Egypt during the
period (2009-2016). The analysis showed that the increase in the
contribution of foreign direct investment flows towards the
manufacturing sector may lead to an increase in Egyptian commodity
exports.

The third section dealt with the impact of competitive policies
(competitive exchange rate reduction - antitrust policy) on exports of
manufacturing in Egypt by clarifying the evolution of the dollar exchange
rate and the annual inflation rate in Egypt, and then tackling the
correlation of the official exchange rate index with the exports of
manufacturing industries as a percentage of commodity exports during
the period (2009-2016). The analysis explained that the official exchange
rate is linked to and affects the exports of manufacturing industries as a
percentage of Egyptian commodity exports. The increase in the official
exchange rate of the dollar is a decrease in the value of the Egyptian
pound, and the correlation relationship shows that the lower the value of
the Egyptian pound the higher the value of exports of manufacturing
industries as a percentage of Egyptian commodity exports. , And then
dealt with the features of the competitive reduction of the exchange rate,
and then dealt with the link between the effectiveness of antitrust policy
with the exports of manufacturing in Egypt during the period (2009-
2016), then addressed the assessment of the impact of the tax index on
international trade as a percentage of revenues on manufacturing exports
in Egypt. .The analysis showed an inverse correlation between taxes on
international trade as a percentage of revenues and exports of
manufacturing industry in Egypt during the period (2009-2016). Then
discussed general features on the latest measures to improve the
competitive environment of Egyptian exports, including the rules of
export support program for the development of Egyptian exports in 2016,
and exempting exports from the value added tax issued by Law No. 67 of
2016 in Egypt.

Results of the study:

1. Industrial policy did not make a leap in the exports of
manufacturing industries in Egypt. In comparison, China relied on
industrial policy in a framework that depends on the pillars of the
competitive environment, Which led to the rise of industrial
exports as a percentage of China's commodity exports 93.7%, in
Malaysia 68.5%, Egypt 53.9% and Tunisia 81.7% in 2016
respectively, and industrial policy has not made significant
progress in exports of high technology industry as a proportion of
Egyptian industrial exports, Where the percentage dropped to
0.5%. In contrast, Malaysia scored 43%, ahead of China and 25%




analyzing the Malaysian industrial exports as a percentage of commodity
exports. Statistics showed a correlation between exports of goods and
services and imports of goods and services as a percentage of GDP in
Malaysia, which is consistent with China in similar reasoning. It also
analyzed the value added of the industry as a percentage of the GDP in
Malaysia and then dealt with saving and exchange rate in Malaysia. It
also addressed of industrial policy incentives and export competitiveness
support in Malaysia. The third section deals with some of the policies of
supporting the export competitiveness of the Tunisian experience by
clarifying the support of the growth of the competitiveness of Tunisia's
exports, the features of the competitive situation of Tunisia during the
period (2009-2016), and then the growth of exports in Tunisia. The
exports in Tunisia are a major component of the local GDP. Then it
analyses the high-technology goods exports as a part of the total of
industrial exports in Tunisia, and the value added of industry as a
percentage of GDP and the exchange rate in Tunisia and the features of
the Investment Law No. 71 of 2016 in Tunisia, Tax incentives Law No. 8
of 2017 in Tunisia.

The third chapter discussed the evaluation of some policies to
support the competitiveness of exports of the manufacturing sector within
the framework of the competitive situation in Egypt. The first section
dealt with the competitive situation in Egypt compared with (Tunisia -
China - Malaysia). Egypt 's ranking is retreating compared to all
comparison countries during the period (2009-2016) It then discussed the
classification of Egypt in the Doing Business reports compared with
(Tunisia - China - Malaysia) during the period (2009-2016). The second
topic dealt with the impact of expenditure on R & D and directing foreign
direct investment towards industry on commodity exports by clarifying
the relative structure of commodity exports in Egypt within the
framework of the trade deficit during the period (2009-2016), and then
comparing the exports of manufacturing industries as a percentage of
commodity exports (Egypt - Tunisia - China - Malaysia). All comparison
countries advanced on Egypt during the period (2009-2016). Then, they
discussed the impact of the innovation policy on Egyptian commodity
exports and analyzed the statistical value of the innovation index during
the period 2009-2016. It assess the evaluation of the impact of the
expenditure policy on R & D as a percentage of GDP on manufacturing
exports, then discussed the comparison of exports of high technology
goods as a percentage of exports of the industry (Egypt - China -
Malaysia - Tunisia), then analysis of GDP growth, growth of the
manufacturing sector and growth rate of the value added of industry in
Egypt during the period (2009-2016),, And then addressed the evaluation



As recommended by one study the need to develop a modern
industrial policy that the government works to achieve, and this industrial
policy is based on the relative advantages of the local economy, whether
the benefits are static (present) or dynamic (can be developed in the
future) , and restructuring of the industrial sector in line with global
trends.

The following is a summary of the chapters:

The first chapter deals with the competitive advantages of the
exports of the manufacturing sector general features. The first section
dealt with general features of competitiveness and the determinants of the
competitive advantage of the state by clarifying some concepts including
competitiveness of the state, industrial sector and establishment,
industrial competitiveness and competitive position. Building the
technological capacity, The second section deals with industrial policy
and its association with the manufacturing sector by clarifying general
features on industrial policy, then it took up supporting and conservative
views on industrial policy, as well as the features of monopolistic
practices affecting competition and the role of the State in supporting the
climate of competition. The third section dealt with the general features
of foreign trade policies by clarifying the general framework of the most
important reasons for protection and the freedom of foreign trade. It
emphasizes the role of Expenditure on R & D, innovation and knowledge
sharing to reduce the technology gap, and then address the features of the
import substitution strategy, the features of the export-led growth strategy
where the export sectors of the manufacturing industries represents the
driving force towards economic growth.

The second chapter deals with some of the policies of supporting
export  competitiveness  from  the  experience of  China-
Malaysia and Tunisia). The first section deals with some of the policies in
supporting the export competitiveness in the Chinese experience by
clarifying the features of the export-oriented growth strategy in China. It
also discussed an analysis of the competitive situation of China during
the period 2009-2016, and dealt with the analysis of commodity export
growth and its correlation with the growth of commaodity imports. It also
discussed the development of the value added of industry as a percentage
of China's gross domestic product, as well as the saving and exchange
rate in China. Finally, the exemption of China's commodity exports from
value added tax and the promotion of export competitiveness.

The second section deals with some of the policies of supporting
the export competitiveness of the Malaysian experience, by presenting
the competitive situation of Malaysia during the period (2009-2015), and



2) Evaluating the competitive situation according to the global
competitiveness assessment and indicators of ease of doing business
compared
(Egypt - China - Malaysia - Tunisia).

3) Evaluating the impact of both R & D spending, directing foreign
direct investment towards the manufacturing sector on Egyptian
commodity exports, as well as the impact of competitive exchange
rate depreciation and the effectiveness of antitrust policy on
manufacturing exports

in Egypt.
Previous studies:

A number of studies have been reviewed which focused on export
development and support through direct and indirect support mechanisms
and repairing trade imbalance. The results of some studies have
concluded that the financial support programs provided by the Export
Development Fund still have a low impact on the annual growth rate of
exports. The Fund has not achieved any boom in Egyptian exports since
its establishment, which is sufficient to reduce the gap between
commodity exports and imports, due to the lack of improvement in the
competitiveness of commodity exports and consequently the deficit of the
Egyptian trade balance.

One study concluded that the percentage of goods that depend on
the availability of raw materials is high in the structure of the Egyptian
industry, which is evidence of reliance on the comparative advantage of
the state without developing it to become a competitive advantage.
Industrial production has low technological and skill content, leading to
lower competitiveness of the Egyptian industry, this is due to the reliance
on imported technology without interest in research and development to
create technology internally. The study also concluded that the role of the
state is of great importance in the experiences of the East Asian countries
where it was able to achieve a development boom through the concept of
the state development, which plays the role of Leadership in the
formulation of public policies and the implementation of economic and
social plans.

One another study concluded that innovation is an essential
element of competition and dynamic efficiency of markets. Innovative
producers must take a larger market share than non-innovators. In the
long run, innovators will grow faster and be more efficient, ultimately
making them more profitable than non-innovators. Innovation-based
firms, is likely to generate more export growth than non-innovative
companies.



Summary of the study for the Master degree of Planning and
Development

Evaluation of some competitive support policies for the
manufacturing sector exports in Egypt

Prepared by researcher / Khaled Mohamed Mahmoud Abu Lailh

Export activity is a strategic choice for growth and development.
The interest in Egyptian exports stems from a major challenge facing the
national economy: achieving economic growth rates capable of creating
new jobs and providing foreign currencies; export orientation is therefore
a locomotive for economic growth, with the implicit assumption that the
recovery of exports achieves production capacity, allows for internal
economies of scale, and adopts advanced technology. Export growth is
linked to the competitiveness of manufacturing sector exports, as it is the
most effective tool in transforming the economy into high value-added
activities, forcing the economy to enter the battle of competition and

penetration into the field of export.

The competitive situation of the competitive environment in Egypt
declined during the period (2009-2016). This was reflected in the policies
to support the competitiveness of manufacturing industries exports.
Egyptian commodity exports as a percentage of GDP declined from
13.3% at 25.2 billion dollars in 2009 to 5.6% at $ 18.7 billion in 2016,
and this was reflected in the competitiveness of Egyptian exports in
foreign markets. The share of Egypt's exports as a percentage of
international exports decreased from 0.2% in 2009 to 0.1% in 2016,
which led to a decrease in the ratio of commodity exports / imports to
32.6% in 2016, coinciding with a rise in trade balance deficit of 25.2
billion dollars in 2009 to $ 38.7 billion in 2016. In 2016, the Central
Bank adopted a monetary policy for economic reform and to support the
competitiveness of exports through exchange rate flexibility, which
contributes to the growth of exports. However, the annual inflation rate is
higher than the annual inflation rates in the major trading partner
countries is a major challenge to Egyptian exports.

Obijectives of the study:

1) Clarifying the general features of some of the competitive support
policies of manufacturing sector exports, the importance of state
competitiveness and industrial policy, and the determinants of
competitive advantage that seek to achieve economic growth based on
export competitiveness within the framework of trade policies and
improving the investment climate.






Arab Republic of Egypt

Institute of National Planning

Evaluation of Some Competitive Policies to
Support the Manufacturing Sector’s
Exports in Egypt

From
Khaled Mohammed Mahmoud Abu Laila

Master’s Degree in Planning & Development

Under Supervisor

Prof. Dr./ Fadia Mohamed Ahmed Abdel Salam

Professor of International Economic Relations at the National Planning
Institute and Director of the National Planning Institute.

Cairo
2018



	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page

