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Understanding the contrasting manufacturing trends of Egypt and Bangladesh 

 

 

Abstract 

A strong manufacturing sector has historically been linked to the engine of economic growth. An 

analysis of macroeconomic indicators shows that two developing economies Egypt and 

Bangladesh, have taken an opposite trajectory in their industrial journey. Three major themes 

emerge from the trend analysis. First, the manufacturing sector is thriving and dominating other 

sectors in Bangladesh while in Egypt, it is neither dominant nor thriving. Second, Egyptian 

manufacturing industries are more capital intensive compared to their Bangladeshi counterparts. 

Third, the manufacturing sector of Bangladesh is specialized compared to little specialization in 

the case of Egypt. A review of relevant literature reveals two speculative reasons behind this 

contrasting trend- a difference in the mode of integration with the international trade between the 

two economies, and the extent to which two economies suffered from an economic phenomenon 

called Dutch disease. Finally, relevant policies to boost or sustain the manufacturing sector are 

discussed.  

Introduction 

The manufacturing sector’s classic reputation as ‘an engine of economic growth’ has yet to be 

shaken in this early part of the twenty-first century, which marks a worldwide decline in 

manufacturing share in GDP and employment. For a very long time, economists consistently 

found a strong link between manufacturing growth and the growth of the economy as a whole 

(Kaldor, 1967). 

 

However, a few recent studies suggest that the link between manufacturing and economic growth 

has become weakened, marking a potential structural transformation (Szirmai & Verspagen, 

2015). Having relatively higher productivity, a stimulating effect on other sectors in the 

economy, and a predominance in exports and international trade  are features that have made 

manufacturing a critical sector in driving growth and economic development (Yülek, 2018). 
 

Not all countries across geographies saw a similar pattern of manufacturing growth and 

development in their respective economies. While the growth of manufacturing can almost 

single-handedly drive an economy toward growth, there are several factors shaping the 

development of the manufacturing industry in an economy. Intuitively, natural and historical 

economic resources, demography, politics, cultural and social norms- all may have some roles in 

shaping the growth and development of manufacturing.  
 

But experts believe there are some shared patterns of development across geography, history, 

and different level of endowment (Stiglitz et al., 2006). Sound institutions, successful absorption 
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of science and technology, cooperation, and coordination are all part of a successful 

manufacturing endeavor, experts note. That’s why even though countries are different and 

similar in many respects, divergence in their sectoral manufacturing growth can be traced to the 

lack or presence of a few factors causing the trend. Since some factors are more critical than 

others, it’s not hard to pinpoint factors contributing to the divergent trend of development in the 

manufacturing sector. 

 

I started this study with an observation and a question. My observation, which I then validate 

through analysis, is that I see an opposite movement in the manufacturing trajectory of the two 

developing economies- Bangladesh and Egypt over the last two decades. The manufacturing 

sector in Egypt has been stagnating with a possible case of ‘premature deindustrialization’ while 

the manufacturing sector in Bangladesh has been thriving over the last two decades. The 

divergence in trend has three main components.   

 

First, while manufacturing played an increasingly dominant role in the rapid growth of the 

Bangladeshi economy, its influence in the Egyptian economy continued to wane for the last 

twenty years or so. Second, assuming constant productivity per worker, comparison of per 

worker manufacturing value added (MVA) along with industrial composition, suggests that 

Egyptian manufacturing industries are more capital intensive than their Bangladeshi 

counterparts.  

  

Third, while specialization has become a prominent theme in Bangladesh’s industrial journey, 

Egypt’s manufacturing sector is more diverse without many specializations. For Bangladesh, not 

only did manufacturing emerge as a leading sector but a single sub-sector – namely textile and 

apparel – was dominant. This meant that the Bangladeshi manufacturing sector became 

increasingly specialized in this sub-sector.  

 

Egypt and Bangladesh have both commonalities and some differences. The stark commonality 

between the two countries is that they are both part of the same income strata, which is why the 

World Bank categorized both as lower-middle-income countries. Another commonality is that 

they were both exposed to a similar set of opportunities during the rise of global value chains in 

the 1980s, which helped developing economies greatly expand their industries.  

 

The question I have is related to the differences among the two countries. What differences 

account for the divergence in trajectories of the manufacturing sectors of Egypt and 

Bangladesh? One obvious difference is that Egypt is an oil producer, and Bangladesh is not. 

Countries with a booming sector, usually arising from a sudden discovery of oil or gas or any 

other natural resources, tend to suffer from an economic phenomenon called Dutch disease, 

which negatively affects their manufacturing sector. Being among the top 30 countries with the 

highest oil reserve and once a net exporter of oil, Egypt is certainly susceptible to Dutch disease. 

Literature suggests that the Dutch disease limits the growth of tradable sectors, which is usually 

the manufacturing sector, and reduces net exports by appreciating the real exchange rate 

(Corden, 1984). However, there is contrary evidence suggesting that there is no link between 

Dutch disease and growth (MAGUD & SOSA, 2013); some research even suggests both 

outcomes are possible (Van Der Ploeg, 2011). 
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Dutch disease may also result from other foreign exchange inflows such as remittances and aid 

(Lartey et al., 2012; Younger, 1992). Remittances in 2018 were the biggest source of Egyptian 

foreign exchange receipts, and Egypt received relatively generous aid from the US and other 

countries for a long time. Bangladesh is reliant on remittances as well. The question is could it be 

the Dutch disease that explains the divergence in trend? What other factors can explain this 

divergence? I investigate what other factors might be linked to this divergence.  

 

With these questions in mind, I employ two simple methods to ascertain the answers. I am 

unable to do full-fledged causal analysis due to the scope and other limitations of this study. I 

take secondary data from World Development Indicator and ILOSTAT to diagnose the issue and 

confirm my observation. This part of the analysis also helps me to pinpoint the areas in 

divergence.  

 

I then dive deeply into the literature and other administrative data to connect the causality dots. 

Why might be the reason behind what I am seeing? There is no specific literature on the 

comparison between the manufacturing sectors of the two countries. But literature does suggest 

both Bangladesh and Egypt suffered from some level of Dutch disease (Chowdhury & Rabbi, 

2014; Saab & Ayoub, 2010). But to what degree these two countries suffer from Dutch disease 

needs further investigation.  

 

Next, I move to the policy side. The relationship between the economy and institutions and their 

policies have been well studied. Policies can greatly transform economies, especially the 

industrial sectors (Johnson, 1982). But policy dynamics in developing nations vary markedly 

from their developed-world counterparts in terms of industrial development. I then try to see a 

comprehensive list of policies influencing the manufacturing sector and then pick the ones that 

are most relevant for Bangladesh and Egypt.  

  

Hence, this paper consists of three basic sections apart from the Introduction and Conclusion. 

Part A pinpoints the trend and its components regarding the divergence in manufacturing trends. 

Part B investigates the causal mechanism as to why the trajectories differ between the two 

economies. Finally, part C examines the policies that can be implicated with the phenomenon. I 

then cautiously outline some recommendations in the conclusion section given the tentative 

nature of the causal analysis I undertake.  
  

Data, Method, and Limitations 
 

The data I draw on for part A come from two sources, both of which are secondary data sources. 

The two sources include the World Development Indicators database of the World Bank and the 

Statistical database of the International Labor Organization (ILO). Some indicators such as MVA 

(%of GDP) or share of services export (% of GDP) were readily available, and most others such 

as per-worker productivity, fuel export as a percentage of total foreign exchange are calculated 

from multiple indicators and across sources. For part B and part C, I have used the literature and 

administrative data such as indices from the World Economic Forum.  

 

The analytical framework includes both qualitative and quantitative data analysis. For part A, the 

indicators of interest were downloaded from the two websites that I mentioned above. Then, 

statistics of interest were calculated and shown in graphs.  
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There are three main limitations to the study. First, scientific methods required to attribute strict 

causality were not undertaken; rather speculative qualitative reasoning based on the literature 

was used. Second, a full causal linkage between polices and diagnosed economic condition was 

not provided. Third, all the analysis is based on secondary data.  

 

Analysis and Results  

 

Part-A: Divergent trends in the manufacturing trajectory of Bangladesh and Egypt 

1. Trend-1: Dominance vs. stagnation in manufacturing 

The growing role of the manufacturing sector in the economy is a stark feature of the 

Bangladeshi manufacturing sector for the last 20 years or so. Contrastingly, less significance and 

stagnation mark the trajectory of the Egyptian manufacturing sector. These conclusions stem 

from a few quantitative indicators that I will examine in the following segment. Three broad 

subareas of the difference in dominance include i) contrast in manufacturing’s role in GDP, 

employment, export, growth rate of manufacturing and its association with the GDP growth rate 

ii) service orientation vs manufacturing orientation in exports.  I will discuss the areas one by 

one. 

i) Dominance vs. decline 

The first set of evidence comes from the share of Manufacturing Value Added (MVA) in GDP.  

MVA indicates the level of industrialization of the economy. Thus, it’s share in GDP indicates 

the role of the manufacturing sector in the overall economy. Two connected scatter diagrams 

created from UNIDO data source in Figure1 shows us how the share of MVA in GDP is 

changing over the last 18 years for both Egypt and Bangladesh. Bangladesh’s started below the 

Egyptian share in 2000 but gradually in 18 years well surpassed Egypt’s share. As of 2018, 

Bangladesh’s share of MVA in GDP is 21% and Egypt’s share of MVA in GDP is approximately 

15%.  

Figure 1: Share in Manufacturing Value added in GDP  
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Source: UNIDO 

 

Besides this current standing, the trend seems to be more revealing about the dominance. In 

2010, both economies have the same share, which is 16% of their respective GDP. But, in the 

following 8 years Bangladesh moved up with MVA growing and surpassing 20% while Egypt 

remained at the same level. This shows a growing dominance of manufacturing in the total goods 

and services production in Bangladesh. 

Increase or decrease in MVA’s share in GDP still doesn’t allow us to compare the growth in 

MVA because a decline in share may be the result of other sectors growing faster in the 

economy. As a result, the argument can be, even if the manufacturing sectors grows, it’s share in 

GDP can still decrease. Therefore, declining share in GDP for Egypt does not necessarily say 

that the sector is growing at a lesser speed than the manufacturing sector in Bangladesh. 

 

 

Figure 2: Annual rate of growth in MVA 

 
Primary data source: WDI, World Bank 

To shed some light on this issue, I looked at the growth rate of the manufacturing sector on an 

annual basis. Figure 2, which is also a connected scatter diagram prepared from World 

Development Indicator (WDI) data of the World Bank, suggests with occasional exception that 

Bangladesh’s manufacturing is indeed growing at a much faster rate than its Egyptian 

counterpart, especially in the last 20 years.  

 

Between 2010 to 2017, Bangladesh’s MVA growth rate never fell below 5%. The growth rate for 

Bangladesh reached 12% in 2017. While, between 2010 to 2017, Egyptian manufacturing growth 

rate never surpassed 5%. We can characterize this growth as slowing down because between 

2006 and 2009 Egypt’s MVA grew more than 5% annually. A consistent increase in the growth 

rate suggest manufacturing steadily setting its grip in the Bangladeshi economy. During roughly 

-10

-5

0

5

10

15

1990 1995 2000 2005 2010 2015 2020

an
n
u
al

 r
at

e 
o
f 

g
ro

w
th

 (
%

)

Year

Egypt Bangladesh



 

 
7 

the same period, the growth rate of MVA in Egypt, as shown in the graph is consistent, 

fluctuating around 5% over the period from 2000 to 2017.  

A comparison of the growth rates brings a question forward-why should policymakers and 

economy managers be concerned about a decline in the manufacturing growth rate? One reason 

may be because it might be correlated with the overall economic growth. Many studies suggest 

that GDP growth and manufacturing growth are somewhat positively correlated (Su & Yao, 

2017). Needless to say, a direct causal relationship warrants deeper analysis and more context. 

Yet, figure 3 has something to offer in this regard. Between 1995 and 2000, Egyptian overall 

GDP growth rate was above 5% per annum. Interestingly, manufacturing growth rate between 

these periods was also above 5% per annum except for the year 2000.  

This positive correlation between the two growth rates in the two economies seemed consistent 

between 2010 and 2017. Egypt had the lowest MVA growth rate in 2010 over the last 20 years. 

After 2010, the growth rate started picking up. Interestingly, After1990 Egypt had the lowest 

GDP growth rate in 2011 which is 1.8% per annum. After then, GDP growth started picking up 

again. There is, therefore, a substantial correlation between manufacturing growth and GDP 

growth over the last 20 years.  

In the case of Bangladesh, between 2004 and 2018, GDP growth rate has never fallen below 5%. 

With one exception within the same period, manufacturing annual growth has not gone below 

5% either. Between, 2013 to 2018 the two growth rates increased in parallel. Such a parallel 

growth rate trend is indicative of the influence of the manufacturing sector in Bangladesh’s 

economic development.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Primary data source: WDI, World Bank 
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It’s clear that, compared to Egypt, Bangladesh’s manufacturing sector is at least seeing an output 

growth measured by its MVA. But what about employment growth? Figure 4 suggests that the 

manufacturing sector in Bangladesh in recent times has a much larger share in total employment 

that it used to be before 2005. Bangladeshi manufacturing share in total employment consistently 

grew from 1995 until reaching a peak in 2012; 16% of total employment.  

But this share was well below the share of Egyptian manufacturing sector before 2006. In 1995, 

the beginning of our data, Egypt’s manufacturing share in total employment was 14%, whereas 

in the case of Bangladesh it was only 7%. Within the course of next 20 years, manufacturing 

sector’s share in total employment in Bangladesh almost doubled becoming 14% in 2016. 

Whereas, within the same period, Egypt’s manufacturing share in total employment consistently 

declined at a very slow rate to become 12% in 2017. Therefore, employment in the sector also 

indicates a growing dominance for Bangladeshi manufacturing sector while a slow decline for 

Egypt.  

 

Figure 4: Share of manufacturing employment in total employment 

 
Primary data source: ILOSTAT 
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sector than manufacturing. For Bangladesh, manufacturing leads its export sector. As indicated 

in figure 5, manufacturing export share in GDP for Bangladesh is way higher than in Egypt. 

Besides, the trend in this share in a growing trend- growing from 8% in 1995 to 16% in 2015. In 

contrast, Egypt’s manufacturing share in exports was only 2% of its GDP in 1995. It grew 

consistently up to 2011 when it was 6% of the GDP. After 2011, it fluctuated between under 4% 

and 6%.  

Two conclusions can be inferred from this comparison in trends. First, compared to Egypt, 

Bangladeshi manufacturing export is a more significant contributor in its GDP. Second, except 

for the year 2012 to 2015, the share is consistently increasing hinting to its increasing dominance 

in the Bangladeshi economy.  

Figure 5: Share of manufacturing exports in GDP (% of GDP) 

 
Primary data source: WDI, World Bank 
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ii) Service orientation vs manufacturing orientation in international trade 

As the discussion above suggests, the Egyptian manufacturing sector clearly is, not only less 

dominant in the economy, but also shows a relatively marginal role in earning foreign exchange 

through exports. What is then the more dominant sector in the Egyptian economy in terms of 

international trade? The answer is the service sector. While manufacturing drives the export 

sector for Bangladesh in its international trade, service sector takes the lead in Egypt. Two sets of 

graphs provide evidence for this conclusion regarding service sector orientation of the Egyptian 

economy in terms of international trade.   

Figure 6: Share of services exports in GDP (% of GDP) 

 

Primary data source: WDI, World Bank 

First, as Figure 6 suggests, Between 1995 and 2018, while the share of manufacturing export as a 
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total export on an average (WDI, World Bank). Between 2011 and 2016 , the export share went 

below 20% with a record low 9% in 2016.  The decline can be further linked to political 

instabilities in 2011 and 2013 and terror attacks in 2015.  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

Primary data source: WDI, World Bank 

Second, Figure 7 complements the conclusion that I made in the above paragraph. While in 

1995, the share of manufacturing export in total exports was 10% in Egypt, the share of service 

exports in total exports was 65%. However, this very large gap in export share between the two 

sectors has narrowed over the next 23 years. The dyanmics of change suggests that 

manufacturing sector’s share in total exports grew substantially while the service sector’s share 

declined steadily in the last two decades. But, even after growing, the share of manufacturing 

sector has never been higher than that of the service sector. In 2017, the share in total export for 

manufacturing sector was 32%, while for the same year, the share of service sector in total export 

was around 46%.  

These export numbers unequivocally suggest that service sector’s role in Egyptian international 

trade surpasses manufacturing sector. In other words, the foreign currency earning regime is 

more oriented toward the service sector than the manufacturing sector in Egypt.  

What about Bangladesh? In Bangladesh, in a stark contrast suggested by figure 6, service 

export’s share as a percentage of GDP has never exceeded 2% in the last two decades. In 

comparison, manufacturing export’s share as a percentage of GDP has always been higher than 

8% in the last 20 years. Between, 2012 and 2018, share of manufacturing export as a percentage 

of GDP has been above 15% on an average. As figure 7 suggests, Manufacturing export share in 
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total export has always been above 70%. In 2015, share of manufacturing export in total export 

was a stagerring 90% of total export showing how extremely dominant manufacturing sector is 

in Bangladesh. This clearly suggests how dominant a role manufacturing sector plays in the 

international trade of Bangladesh Economy. In other words, the economy is more manufacturing 

oriented.  

2. Trend-2: Capital intensiveness vs labor-intensiveness 

Figure 8: Per worker MVA (Constant USD 2010) 

Primary data source: WDI, World Bank 

Another feature emerges from the comparison between the manufacturing sectors of Egypt and 

Bangladesh is the nature of production and its capital intensiveness. My conviction about this 
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figure 8 speaks for this speculation. Assuming similar total factor productivity between the two 

countries in manufacturing sector, a very high MVA per worker for Egypt suggests that the 

production in manufacturing sector is more capital intensive.  

Unfortunately, I do not have data to ascertain whether this is due to differences in total factor 

productivity. Another evidence for the speculation, in case of Bangladesh, comes from the 

industrial mix. Bangladesh’s industry composition is tremendously dominated by textile and 

garments, which tends to be highly labor intensive. More than 50% of sectoral employment has 

come from the textile and garments sector. Bangladesh’s competitive advantage in the sector lies 

primarily on cheap labor in this very labor-intensive industry. Again, I do not have complete data 

on productivity to turn my speculation into complete evidence.  
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3. Trend-3: Diversity vs Specialization 

An analysis of the industrial mixes of Egypt and Bangladesh suggests another divergence 

between the two countries’ manufacturing trajectory. While Egyptian manufacturing sector is 

more diverse in nature, it is highly specialized in Bangladesh. Diversity in industry occurs when 

no single subsector dominates the manufacturing sector in terms of % MVA and employment. 

On the other hand, specialization occurs when one single subsector dominates the composition 

and employment in the industry.  

There is no single dominant subsector in Egyptian industrial composition. As the ISIC two-digit 

sub-sectoral composition of the manufacturing sector in Egypt in Figure 9 shows, no single 

subsector constitutes over 15% of MVA on average in the last 10 years. Two set of subsectors 

with the highest share in MVA in 2017 include Food, Beverages and Tobacco (13%, ISIC 10-12) 

and chemicals (8%, ISIC 20). In addition, both chemicals and Food, Beverage and Tobacco 

consistently declined over the last 10 years indicating their diminishing role.  

The subsector which has the highest share in MVA in Egypt is an assortment of subsectors called 

other manufacturing. Other manufacturing takes up around 60% of the total MVA on an average 

in the last 10 years with a 71% share in 2016. Other manufacturing includes 18 ISIC two-digit 

manufacturing subsectors ranging between 15-19 and 21-33 as per UN International Standard 

Industrial Classification of all economic activities (ISIC 2-digit code, revision 4). Notable among 

those industry sub sectors are leather and related products, wood and wood products, paper and 

paper products, printing and production of recorded media, coke and petroleum product, 

pharmaceuticals, rubber and plastics, nonmetallic, computer electronics etc. 

Figure 9: ISIC 2- digit aggregate subsector composition % MVA 
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*Primary data source: WDI, World Bank  

** Subsectors are disaggregated and grouped at ISIC two-digit level 
 

 
Primary data source: WDI, World Bank 

In contrast, Textiles and Clothing dominates the manufacturing sector for Bangladesh. In 1995, 

subsector Textile and Clothing (ISIC 13-14) had a 44% share in total industry composition in 

terms of % MVA making it the largest subsector in the industry. In 2011, after a down and up 

trend, half of the total manufacturing value added came from Textiles and Clothing. Other single 

subsectors are no way close to textiles and clothing in terms of % MVA- the closest being Food, 

Beverages and Tobacco with a share of 14%. Not only textile and clothing constitutes the highest 

share in MVA as a subsector but also, it’s share is growing.  
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This dominance in MVA by a single industrial subsector is also reflected in employment 

composition for Bangladesh. As figure 10 suggests, over the last 10 years Textile and Clothing 

employed more than half of all the In the In In the case of Bangladesh, the assorted subsectors 

other manufacturing had 29% share in 2011 with a declining trend between 2005 and 2011 in 

manufacturing employment. Egyptian industrial employment, on the other hand was dominated 

by other manufacturing suggesting no dominance for a single subsector in terms of employment 

as well.  

Therefore, one single subsector is adding the bulk of the value in manufacturing sector and 

generating half of the employment in Bangladesh making it a highly specialized industry. On the 

other hand, Egyptian industry mix lacks any such single subsector indicating a more diverse 

industrial mix. This is another major thematic difference between the industries of the two 

countries.  

Part B: What explains the difference in the two countries’ manufacturing trends?  

 

We now turn to possible explanations for the three differences in trends that we observed in the 

manufacturing sector of the two countries in the last two decades. The development and growth 

of the manufacturing sector in an economy is influenced by a broad range of complex 

socioeconomic variables. They include natural endowments, the human and technical resource 

base, the way a country engages itself in Global Value Chains (GVCs), and export-import 

dynamics. Explanatory factors may also include the state of the political economy and its 

dynamics, demographic and international trade trends, the country’s external environment, state 

policies in the areas of trade, industry, and monetary management, and shocks that shift the 

momentum of the economy in a specific direction. 

 

Out of all those factors exactly what unidirectionally or simultaneously has causal linkage with 

the trends of the manufacturing sectors for these two countries require rigorous causal analysis, 

which is beyond the scope of this paper. But, an analysis of relevant literature helps me speculate 

about two potential answers as to what might explain the trend difference in the manufacturing 

sector between the two countries. First, the way both Egypt and Bangladesh capitalized on their 

endowments- both natural and human resources, and opportunities to integrate into the global 

economy may have determined the size and structure of their manufacturing sectors. Second, the 

extent to which two economies suffered from an economic phenomenon called the “Dutch 

disease.”  

 

Egypt is blessed by three natural endowments, which always played a big role in its economy 

and earning, namely reserves of hydrocarbon resources, architectural, cultural, and natural sites 

that attract international tourists, and the Suez Canal. As a result, services, tourism, and fuel 

export revenues have always contributed substantially to the economy (Saab & Ayoub, 2010). 

Being one of the top 30 countries with the highest petroleum reserve in the  and once a net 

exporter of petroleum, Egypt always had the opportunity to capitalize on fuel resources to earn 

foreign exchange Besides, under the backdrop of possessing the site of one of the oldest 

civilizations and its associated cultural heritage, tourism also flourished naturally in its economy, 

constituting more than 20% of total exports, on average, in the last two decades.  
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Because of the comparative advantage conferred by Egypt’s petroleum reserve, its international 

trade has been dependent on oil and natural gas for the last four decades. While, between 1995 to 

2010, nearly 40% of Egypt’s merchandise exports came from petroleum and natural gas (WDI, 

World Bank), the share has dropped to the mid-twenties in recent years. Both natural and cultural 

resources have given Egypt’s petroleum and service sectors a natural economic advantage for 

foreign exchange earnings over the manufacturing sector. Therefore, historically, courtesy to its 

natural and cultural endowments, in terms of integration with the global economy, manufacturing 

has never been its primary ‘modus operandi.’ 

 

On the other hand, growing interests among lead firms and multinationals to outsource backward 

low-value-added tasks of manufacturing to developing nations to save production costs created a 

growing number of  Global Value Chains(GVCs) worldwide, especially in the last two decades 

(Fessehaie & Morris, 2018). This demand has created market demands for developing economies 

to step in, and many of them obliged. Bangladesh, as an LDC and developing nation had two 

things to offer: One is the abundant cheap labor, being one of the most densely populated nations 

in the planet, which it could readily employ in labor-intensive manufacturing and backward 

linkage tasks in sectors like weaving and knitting. 

 

 It is relevant to mention that Bangladesh also had a rich historical connection to the textiles and 

clothing industries and was one of the most industrialized regions in the world in the 1800s in 

account of this industry. A quarter of the world’s industrial output at that time came from the 

Indian subcontinent mainly through the Bengal region, which includes Bangladesh and West 

Bengal of India (Maddison, 2003; Riello & Roy, 2013). This history may have had some 

spillover effects in the efficiency and productivity of workers in that region, which may have 

favored the growth of textile and clothing production in that region.   

 

Second, trade agreements like MFA (Multi Fiber Arrangement) and ATC (Arrangement on 

Textile Clothing) helped Bangladesh establish a foothold in this area. These agreements are 

designed to give developing economies quotas on textiles and garments in exporting to 

developed nations, particularly to the EU and the US. Bangladesh reaped the benefits from such 

agreements and became the second-largest exporter of textiles and readymade garments in the 

world, trailing only China. Even after the expiry of ATC in 2005 and despite speculation of the 

adverse impact arising from the competitive power of China, its textile and garments industry 

actually grew substantially after 2005 (Haider, 2006) These two factors largely determined its 

insertion into GVCs and the way it engaged in global trade. In the end, manufacturing has 

become the most dominant avenue to that integration.  

 

The second factor and probably the more important one that might explain the divergence is the 

extent to which both countries suffered from a phenomenon called ‘Dutch Disease’. Dutch 

disease is caused by an exogenous inflow of foreign exchange, which often results  from either a 

sectoral boom in an economy or large inflows of aid or remittances (Saab & Ayoub, 2010). 

Generally, the boom sector arises from the discovery of natural resources. What this sudden 

influx of capital does to the economy is that it favors the production of non-tradable sector at the 

expense of tradable goods; namely manufacturing and agriculture (Corden, 1984).  
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How does Dutch disease lead to the contraction of exports from sectors other than the boom 

sector and eventually to deindustrialization? The outflow of resources due to a boom or 

remittances or aid has an income effect that leads people to increase their consumption of non-

tradables, whose relative price increases since their supply is limited to the local market. The 

shift in demand for tradables is generally achieved through imports whose prices are set 

internationally and thus may not move with increases in domestic demand (Saab & Ayoub, 

2010). An increase in the relative price of non-tradables to tradables is the same as appreciation 

of real exchange rate (Corden, 1984). The appreciation in the real exchange rate makes imports 

cheaper and exports more expensive on the world market, leading to investments in the export 

sectors becoming unattractive. Also, the expansion of the non-tradable sectors, such as services 

and construction, comes at the cost of a contraction of domestic tradable sectors. When the 

booms wear off, tradable cannot make a comeback quickly because of lower investment in 

tradable and little technological growth, eventually leading to deindustrialization (Krugman, 

1987). 

 

To see how much Dutch disease affected Bangladesh and Egypt, let’s first look at the dynamics 

of their currency inflow. Figure 11 gives a summary of how foreign exchange is earned by the 

two economies over the last 20 years or so.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(Primary data source: WDI, World Bank) 
 
 
 
Primary Data Source: WDI, World Bank 

 

Figure 11: Structure of the foreign exchange receipts (% forex)  

 



 

 
18 

Figure 11 lists all broad sources of foreign exchange receipts and the relative contribution of 

these sources for both Egypt and Bangladesh. To facilitate comparability between the 

manufacturing sectors and other parts of the goods-producing sectors, I have disaggregated 

goods exports into four subsectors -- food, fuel, manufacturing, and other goods exports. Other 

goods exports include agricultural raw materials exports and ores and metals exports. This 

picture gives us how fuel exports, which have boomed in Egypt, and remittances, impacted the 

inflow of foreign exchange there.   

In 1995, the two biggest earners of foreign exchange in Egypt included service exports with a 

45% share in overall foreign exchange (Forex) receipts and secondary income receipts, mostly 

worker remittances, with a 22% share in Forex receipts. Interestingly, after 23 years in 2018, 

these two sectors still are leading the list of foreign currency earners. Over the last 23 years or so, 

services export exhibited a declining trend before settling at 30% of Forex in 2018. Remittances 

became the highest foreign currency earner in 2018 with a share of 33% of the Forex.  

A close inspection of Egypt’s foreign exchange earnings also reveals a history of dependence on 

fuel exports as a source of income. Starting from 10% of total in 1995, the share of fuel exports 

in foreign exchange continued to rise until it became the second-largest Forex earner in 2006, 

earning nearly a quarter of total Forex receipts. After 2006, fuel’s dominance in Forex receipts 

began to decline. In 2018, fuel exports earned only 10% of forex receipts, indicating the rise of 

the share of other foreign exchange earners.  

Although remittances and services export mostly dominated the forex receipts over the last two 

decades in Egypt, manufacturing exports grew steadily up to 2011, with a share of 20% of Forex 

receipts, and then remained at that level up to 2018. Manufacturing exports are now the third 

largest foreign currency earner for Egypt, and its 18-20% share is very low compared to that of 

Bangladesh. A share of 18-20% is also very low compared to a world average of 42% of Forex 

receipts (WDI, World Bank).  

On the other side, Figure 11 for Bangladesh tells a different story. In 1995, the two biggest 

earners of foreign currency included the manufacturing sector with a 46% share in Forex receipts 

and remittances with a 33% share. Unlike the trend we saw for the two biggest earners in the 

case of Egypt, manufacturing kept growing over the last 20 years or so in Bangladesh and is now 

constituting 60% of Forex receipts. Not only is it way higher than in Egypt but also it is 18 

percentage points higher than the world average. Remittances, on the other hand, played an 

equally important role for Bangladeshi economy, becoming the second largest foreign exchange 

earner, but showed an opposite trend. Unlike Egypt, remittances’ share in Forex receipts steadily 

declined to reach 27% by 2018. 

So, what areas in the forex table may have caused ‘Dutch disease’ in Egypt and Bangladesh? For 

Egypt, clearly there are three sources if not more- 1) fuel exports as a boom sector 2) remittances 

as the biggest source of foreign exchange now, and 3) foreign aid. For Bangladesh the sources 

are twofold: 1) remittances 2) foreign aid. Aid for both the countries accounted for less than 2% 

of GDP as of 2018 which means they do not differ much in terms of aid dependence. Although 

both countries depend a great deal on remittances, the dependence of Egypt is much higher than 
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that of Bangladesh. The most important distinction is the absence of a natural resource sector like 

oil in Bangladesh. Lastly, manufacturing leads the table in Bangladesh, whereas remittances lead 

the Forex table for Egypt.  

It seems a number of things went wrong for Egypt and intensified its suffering from ‘Dutch 

disease: 1) Dependence on fuel exports and remittances for Forex 2) Rent-seeking behavior from 

the state managers producing high inequality (Springborg, 2017) 3) Political instability - all of 

which can cause and exacerbate Dutch disease (Behzadan et al., 2017; Burger et al., 2016; Lartey 

et al., 2012).  

 

A booming petroleum sector up to 2006, coupled with the growing role of remittances, may have 

resulted in a diminished and declining manufacturing industry in Egypt, leading all three 

characters that we observed above. The dependence of fuel, although decreased in recent years 

peaked in 2006 as the biggest earner of foreign exchange. This large influx of foreign exchange 

from the natural resource trade appreciated its real exchange rate. To make matters worse, Egypt 

has a history of overvalued currency before finally moving to the free float regime from an 

adjusted pegged regime as part of a condition of IMF financing in 2016 (Momani, 2018).  

Egypt’s dependence on non-tradable sectors like tourism, real estate, coupled with appreciation 

of the real exchange rate, caused the economy to suffer heavily from Dutch disease.  

 

The increasing role of remittances in the Egyptian economy as the leading foreign exchange 

earner also hurt Egypt in terms of suffering from the Dutch disease. Despite their role in 

reducing poverty, remittances are rarely used for productive purposes. Rather than being used as 

a substitute for borrowing, they are used to increase consumption, thus putting inflationary 

pressure on the economy (Saab & Ayoub, 2010). Studies suggest Egyptians spent a big portion 

of remitted money on living costs, housing, purchase of land and durable goods with very little 

investment or saving (Saab & Ayoub, 2010).  

 

Recently, rent-seeking behaviors that help preserve the interest of a few elites may also have 

contributed to Dutch disease. Political instabilities are also positively linked to Dutch disease 

(Burger et al., 2016). Egypt in the last 10 years has gone through high political instability 

represented by the Arab Spring. The adverse political situation negatively impacted non resource 

tradables, such as manufacturing, disproportionately, leading again to symptoms of Dutch 

disease, making manufacturing a less preferable option for investors. 

 

Clearly, Egypt’s economy has mushroomed with Dutch disease-causing agents and it has gone 

through an intense level of suffering (Saab & Ayoub, 2010). This explains, in larger part, why 

manufacturing has never been able to lead its economy and foreign exchange earning regime. 

But what about Bangladesh? was it ever impacted by Dutch disease?  

 

Studies suggest no case of Dutch disease in Bangladesh resulting from aid flow (Amin & 

Murshed, 2018). However, studies certainly found Dutch disease syndrome in Bangladesh 

resulting from remittances through the appreciation of the real exchange rate (Chowdhury & 

Rabbi, 2014). But it is safe to assume given the diminishing role of remittances, and growing 

role of manufacturing, the severity of Dutch disease might be lesser in degree in Bangladesh 

compared to Egypt.  
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Part C: Policy Implication  

Now that we have some understanding of the dynamics of why the manufacturing sector in 

Egypt might be stagnating, while in Bangladesh, it is thriving, one question that becomes 

relevant is: what implication does this understanding have on policies? What policies can play a 

role in fixing or ameliorating the mode of integration into global trade?  

While a few policies are more relevant to the mode of global integration and the Dutch disease 

issue, in particular, a multitude of other policies may also impact these two issues. For example, 

keeping a competitive exchange rate might play an instrumental role in curbing Dutch disease. 

But a whole lot of other industrial policies such as subsidizing the declining sector, in this case 

manufacturing, tax and tariff incentives to producers or investors might also play an equally vital 

role to mitigate Dutch disease. Therefore, it’s important that we take a look at a comprehensive 

set of policies that address the growth and development of manufacturing industries.  

Policies help economies to restructure its production architecture at a macroeconomic level by 

incentivizing producers of a specific sector and give them access to the end market for a possible 

transaction or trade opportunity. While policies are not the only factor to determine the fate of an 

industry in a particular economy, it is certainly an important tool in the toolbox. Additionally, not 

only the formulation of policies help industries but also design, execution, and monitoring of 

policies crucially impact industrial growth (Fessehaie & Morris, 2018).  

As I mentioned earlier, I will look at a comprehensive set of industrial, monetary, fiscal, 

investment, governance, trade, and human development policies that are relevant for industrial 

growth in Egypt and Bangladesh. I have organized them into three broad categories: 1) Policies 

associated with the demand side of the manufacturing sector, 2) Policies associated with the 

supply or production side of the manufacturing sector, 3) Policies associated with the overall 

business environment necessary to boost manufacturing growth.  

Before I go further, I would like to lay out a few conceptional disclaimers. The demand for the 

manufacturing sector may come from two sources - domestic or foreign. Domestic demand is the 

demand from domestic sources, whereas foreign demand is usually met by foreign markets, 

especially lead firms and MNCs in this era of globalization. Lead firms and MNCs typically 

outsource part of the value chain to developing economies to utilize cost-effective cheap labor 

and create demand for the manufacturing production of other countries. Thus, demand-side 

policies here do not mean policies that create market demand for manufacturing goods. Rather it 

relates to the demand for low or high value-added industrial tasks or a component of the value 

chain that is usually outsourced to developing economies by either the developed economies or 

lead firms or MNCs.  

 

Now, it might also be the case that developing economies have their own lead firms and MNCs 

addressing foreign end market demand as well as the domestic demand. For example, Elsewedey 

electric in Egypt is exporting its cables to 110 countries worldwide (Ammar, 2018). These are 

manufacturing firms that have successfully addressed the end market demand. While identifying 
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the end market demand will be the ultimate target for Egyptian and Bangladeshi manufacturing 

firms, the policies I discuss do not address them all.   

Table 1: A list of Policy areas that address growth and development of the manufacturing sector 

 

Supply-side policies, on the other hand, denotes policies that will benefit all producers of 

manufacturing goods in the economy. Environment-side policies include those that are required 

to foster industrial growth. It is also important to note that these policies are specifically relevant 

for the developing lower middle-income nations who are at their first or second stage of so called 

Demand Side Policies  

 

Supply Side Policies  Environment Side Policies   

 

1. Communication with 

GVCs 

• Identifying end 

market 

• Communication 

with lead firms 

and MNCs 

 

2. Trade policies  

• Bilateral and 

Multilateral Free 

Trade Agreements 

• Quotas  

3. Branding and 

marketing 

• National branding 

• Participation in 

international fair  

4. Leveraging domestic 

market  

 

1. Industrial  

❖ Subsidizing producers  

• Subsidize lag sector through the 

benefits earned from boom 

sector (Corden, 1984) 

• Certification  

• Quota  

• Targeted subsidies   

• protection 

❖ Tax and tariff  

• Rebates on imported inputs of 

exports  

• Low corporate tax 

• Capital import tax exemption 

• Higher import tariff  

❖ Others  

• Picking up the winner  

• Technological readiness  

• Reduced cost of finance  

• Innovation and spillover  

• Retaining SMEs 

• Serviced sites like Free Trade 

Zone  

2. Human capital development 

• Skill management  

• Training  

• Knowledge sharing  

• Technical skill building  

 

 

 

1. Monetary  

• Competitive exchange rate  

• Checking inflation  

2. Investment 

• Reallocation of capital 

inflow into investment 

rather than consumption 

3. Infrastructure 

• Upgradation 

• Sound support service 

sector   

• Creating industry specific 

agencies  

• Reform of public enterprise  

4. Fiscal 

• Reducing deficit  

 

5. Governance  

• Checking corruption  

• Checking rent seeking 

• Elimination of undue 

privilege and enhance 

competition  
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‘five stages of industrial development’(Yülek, 2018).For the current fiscal year 2020, World 

Bank classifies both Egypt and Bangladesh as lower middle-income countries.  

Now that we have a comprehensive set of policies in table 10, we will see in the following 

sections how they link to the two issues at hand: 1) Mode of integration into global trade 2) 

lessening the severity of Dutch Disease. We need to also remember that an effective interplay of 

all three sets of policies at the same time is required for industrial growth.  

Demand-side policies of manufacturing growth 

Demand-side policies are those that help developing economies identify or manage demand for 

manufacturing production both in domestic and international market more directly than others. 

For an industry to develop, there must be demand for industrial produces for which the producers 

would supply their products. The first step to successful integration into global manufacturing 

trade, which was more than 50% of all global trade in 2017 (UNCTAD, 2019), is to identify or 

get connected with the demand for the manufacturing goods. Therefore, integration with global 

trade starts with policies in this category.  

GVCs encompass a full range of processes required to bring a product or service from 

conception to final consumers, through different stages of production and distribution (Kaplinsky 

& Morris, 2001). An increasing practice among the lead global firms and multinationals around 

the world is to outsource one or several parts of the production process or value chain, usually 

the labor-intensive low value added part (Fessehaie & Morris, 2018), to a developing economy 

with abundant cheap labor. This globalizes the value chain and creates the demand for 

manufacturing, which developing economies can capitalize on.  

GVCs which have now become a dominant feature of the world economy started flourishing in 

the 1980s (Abed et al., 2019). Through GVCs late industrializers and developing economies can 

boost their manufacturing sector (Fessehaie & Morris, 2018). The share of trade from developing 

country in global manufacturing grew from 10% in 1980 to 45% in 2014 (UNCTAD, 2016). 

Being a developing nation, Egypt could not fully capitalize on the opportunity in the 1980s 

(Abed et al., 2019), but Bangladesh did so. In contrast, Bangladesh was able to join textile and 

clothing GVCs with its cheap labor and flourished to become the second largest exporter of 

textiles and garments after China.  

Not only lead firms and MNCs decide the demand side for manufacturing but also a robust 

domestic market could potentially create a sustained demand. But what policies then help 

economies to catch or create the demand or sustain a robust domestic demand? While the overall 

macroeconomic environment does play an important role, which I will discuss in the overall 

environment-side policies, policies that enhance communication can also play an important part.  

The list in table-1 includes the policies that aim at making connection with the lead firms and 

MNCs. Egypt and Bangladesh need to devise policies that maximize this communication, which 

might include national branding and connecting through international trade fairs.  Besides 

communication with MNCs and lead firms for industrial goods demand, preferential trade access 

and agreement also help economies catch foreign market for manufacturing goods. 
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Preferential access by reducing tariffs and granting quotas give economies comparative 

advantage compared to others. For example, Bangladesh with its preferential access to the US 

and EU market through GSPs (Generalized Systems of Preferences) has been able to generate 

sustained industrial growth in the last 30 years or so. Therefore, Egypt and Bangladesh need to 

carefully weigh their options of making trade agreements that will create demand for their 

industrial sectors. This may also include lobbying to access the US and EU markets by 

negotiating trade and investment deals.  

It is worth remembering that on the demand side, the policies of lead firms to diversify have an 

important role to play. These diversification strategies may or may not be influenced by policies 

adopted by demand-side policies adopted by developing countries. However, preferential market 

access can work in conjunction with lead firm’s diversification strategies to favor an economy 

that possesses cheap labor.  However, it is only likely to succeed when coupled with sound 

industrial policies that incentivize manufacturing producers. In the next section, we examine how 

we might incentivize the sector’s producers and entrepreneurs.  

Supply-side policies for manufacturing growth  

Integration into GVCs does not guarantee growth and development in the manufacturing sector. 

Policies to harness productivity and incentivize investors and entrepreneurs, as well as a sound 

investment climate, are also necessary conditions for effective industrial growth. The supply- 

side policies included in table 1 provide such incentives. These supply-side incentives may also 

assist in catalyzing a robust domestic manufacturing sector. The broad categories of policies 

include industrial policies and human capital development policies.  

One way of incentivizing industries is to provide subsidies in many forms -- targeted subsidies to 

specific sectors, subsidizing inputs such as electricity, reducing certification cost, providing 

quotas. Max Corden, who developed the model of Dutch disease, suggested that one way to fight 

Dutch disease is to use the profits of boom sector to subsidize lag sectors to incentivize the 

producers of these sectors. 

Both Bangladesh and Egypt provide subsidies and protection to industries. For example, energy 

and food subsidy accounted for nearly 86% of all subsidies in Egypt in 2014 (Ghoneim, 2014), 

which also accounted for 70% of its current account deficit in the same fiscal year. Current 

account deficit limits the government’s ability to spend on infrastructure and other issues, 

thereby creating an unfavorable industrial environment. Unfortunately, a greater percentage of 

fuel subsidies help the cronies and militarized business entities (Springborg, 2017). Under the 

2016 IMF deal, Egypt has moved to reform its subsidy policy by a drastic cut in energy 

subsidies, which will reduce consumption and current account deficits, at the cost of rising 

inflation and poverty (Werr, 2018). Cutting subsidies from unproductive sectors and directing 

them toward productive industrial sector might be one policy goal both countries can pursue.  

 

Another avenue of providing incentives for industrial producers is through tax and tariff 

exemptions. Cutting down corporate taxes designed to favor industries, cutting import taxes for 

inputs into export industries, rebates on industrial input purchases can all motivate industrial 
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entrepreneurs. Two of the barriers potential entrepreneurs face include access to input markets 

and access to financing. Multiple surveys suggest that the single biggest barrier that Egyptian 

entrepreneurs face is access to finance (Springborg, 2017). On that vein, polices aim to providing 

low cost and easy to avail funds might also motivate producers. Development based public 

procurement aiming to fill the void of market access is another fiscal policy tool that both 

countries can use.  

 

Industries that have higher potential for growth, positive externalities or spillover and higher 

opportunity for technological innovation need to be identified, targeted and incentivized. 

Sometimes "picking up the right winner" makes the difference which might be the case for 

Bangladesh’s specialization in textiles and garments. Looking for industry winners and 

disproportionately incentivizing them is another avenue that Egypt can explore since industry in 

Bangladesh is already highly specialized. These target industries can be assembled at serviced 

sites like industrial zones as well.  

 

Finally, at some point industrial development, measures that increase the efficiency, innovation 

and technological skill of a workforce need to be accommodated in policy objectives. Human 

capital development as a factor of production plays a critical rate in sustainable industrial 

growth. Education is not the only component of workforce growth polices, training, 

technological skills, access to industry level consultants and trainers, and education policy all 

contribute to a workforce with high capability.  

 

Environment-side policies  

Industrial environment policies are monetary, fiscal, infrastructural, investment policies whose 

influence is indirect compared to demand and supply side policies. Environment-side policies are 

those that indirectly influence manufacturing production and growth in an economy. These 

policies set an operating environment for trade and often determine the transaction costs of the 

trade. The major difference that we can attribute to the diverging trend in manufacturing between 

Egypt and Bangladesh could be an environment that Egypt clearly lacked. Not only Dutch 

disease but also the overall macroeconomic environment has not helped Egyptian industries 

tremendously. On the other hand, issues like corruption, governance failure largely hindered 

Bangladeshi expected growth.  
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Table 2: GCI Index score and rank comparison between Egypt and Bangladesh 

The Global Competitiveness 

Index (GCI), 2017-18, WEF  Score  Rank  

Components  Bangladesh  Egypt Bangladesh  Egypt 

Institutions  3.4 3.9 107 64 

Infrastructure  2.9 4.1 111 71 

Macroeconomic Environment  4.9 2.6 56 132 

Health and Primary Education 5.2 5.5 102 87 

Higher Education and Training 3.1 3.6 117 100 

Goods Market Efficiency 4.1 4.1 94 90 

Labor Market Efficiency 3.6 3.2 118 134 

Financial Market Development  3.6 3.9 98 77 

Technological Readiness 2.8 3.5 120 94 

Market Size  4.7 5.1 38 25 

Business Sophistication 3.7 3.8 91 84 

Innovation 2.8 2.9 114 109 

Overall  3.9 3.9 99 100 
** The higher the score the lower the ranking  

** Score is in a scale of 0-7 (O being is the worst, 7 being the best) 

** Source: World Economic Forum  

 

This conclusion is also evident when we look at the global competitiveness index (GCI) in table 

2. GCI is an index developed by World Economic Forum (WEF) to gauge the economy’s ability 

to compete at the global level. Although both Egypt and Bangladesh are in a similar standing in 

terms of overall ranking, it's astonishing to see how far they differ in terms of macroeconomic 

environment.  
 

Under the ranking based on only the macroeconomic environment, Bangladesh ranked 56th 

while Egypt lagged so far behind to be ranked as 114th among 137 countries worldwide. 

Macroeconomic environment in this indexing included four variables- Government Budget 

Balance, Gross National Savings, Inflation, Government Debt, Country Credit Rating. It seems 

clear, both Dutch Disease and macroeconomic environment played a huge role in the stagnant 

growth in Egyptian manufacturing sector and also behind the differences between the two 

countries. A closer look at table 3 suggests Egypt’s competitiveness in terms global trend saw a 

steady decline between 2012 to 2017 suggesting further the role of environment in the 

manufacturing sector’s stagnation in Egypt.  

 

Table 3: Trend in GCI ranking between Egypt and Bangladesh 

** Source: World Economic Forum 

 

 

GCI rank 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 

Bangladesh 118/144 110/148 109/144 107/140 106/138 99/137 

Egypt 107/144 118/148 119/144 116/140 115/138 100/137 
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What are some of the ways to improve the environment for manufacturing industries? Although 

there is a comprehensive list in table 1, I will stress three general areas of improvement which 

are most applicable for Egypt and Bangladesh. A survey conducted by the World Economic 

Forum where economists participated found “Policy Instability”, “Inflation” and “Corruption” as 

the three most problematic areas for the Egyptian economy. In the case of Bangladesh, a similar 

survey listed “Corruption”, “Inadequate Supply of Infrastructure”, and “Inefficient Government 

Bureaucracy” as the three most problematic factors. Interestingly, all 5 factors (one being 

common) are related to the overall environment. I will stress three areas of improvement: 1) 

Governance 2) Competitive exchange rate 3) Reform in public sector  

 

Rent-seeking government rampant with corruption in Egypt and Bangladesh and uneven 

competition in the market in Egypt both act as major impediments to industrial development in 

these two countries. In Egypt, military based economic establishment enjoy unfair advantage 

over their private counterparts in terms of accountability and regulation (Abed et al., 2019). This 

negatively impacts FDI in sectors other than energy, where foreign investors can get unfair 

advantage from cronies. Lack of competition clearly thwarts private investors from investing in 

manufacturing sectors. In Bangladesh, however, textile and garments industries are almost 

entirely privatized and vigorous market competition exists with occasional exceptions. 

Bangladesh, however, is one of the most corrupt countries according to Transparency 

International’s Corruption Perception Index (CPI). Corruption is probably an equally important 

issue in Egypt as well. Bangladesh needs to concentrate on curbing corruption as well as making 

bureaucracy efficient to sustain its industrial growth.  

 

Table 4: Corruption perception indices for Egypt and Bangladesh 

Corruption Perception Index, 

TI Score  Rank 

 Bangladesh Egypt  Bangladesh Egypt 

2019 26 35 146 106 

2018 26 35 149 105 

2017 28 32 143 117 

2016 26 34 145 108 

2015 25 36 139 88 

2014 25 37 145 94 

2013 27 32 136 114 

2012 26 32 144 118 
** Source: Transparency International (TI)  

** The higher the score the cleaner, the lower the more corrupt  

 

The second most critical issue in terms of environment is the overvaluation of the exchange rate 

especially in Egypt which suffered heavily from Dutch disease. Egypt has a long history of 

appreciated exchange rate until recently under the IMF deal of 12-billion-dollar loan in 2016, it 

agreed to shift its exchange rate regime to managed float. Overvaluation of exchange rate, as we 

saw in the earlier section, negatively impacted the manufacturing sector. Keeping a competitive 

rate will be one of the most important monetary policy issues that Egypt needs to deal with. In 

doing so, it needs to check its inflation as well. One tentative solution to that problem could be 
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reallocation the remittances inflow into investments rather than consumption (Saab & Ayoub, 

2010).  

Egyptian public sector is astonishingly large with an inefficient bureaucracy. In 2017, 31% of 

Egyptian total employment was provided by the public sector compared to only 8% in 

Bangladesh (ILO). The problem is not only the size of the employment. For a number of years, 

lack of innovation and entrepreneurship from the hugely burdened public sector sharply limited 

the growth of economy (Abed et al., 2019). As a result, one of the conditions that IMF as part the 

12-billion-dollar loan deal was very strict includes public sector reform and privatization of 

certain sector. Immediate and effective policies in this area is essential for Egyptian Industrial 

growth.  

Conclusions 

When we want to achieve an economic goal, we start from a ' status quo' and we wish to take the 

'status quo' to a ‘desired state' which we call goal. In the process, we try to pinpoint critical 

barriers and facilitators to the goal that we pursue. After nailing down the barriers and 

facilitators, we look at our existing resource base and try to divert those bases to foster the 

facilitators and mitigate the impact of the barriers. In a nutshell, that's how an economic planning 

or any planning works.  

 

This paper tries to look at the status quo of the manufacturing sectors of two lower middle-

income developing countries over the past 20 years. Then, it tries to look at the barriers in part B 

and the facilitators in part C. Although, extensive and exhaustive research based on empirical 

evidence is required before being definitive about pinpointing the barriers and facilitators, a 

qualitative attempt of this sort may help as well. The more robust such analysis will be, the better 

Egypt and Bangladesh will be able to know what factors and interests are at play to achieve the 

desired goal. But how much is the growth of manufacturing sector desired is a question related to 

the country’s political economy as well.  

However, this paper does not address anything about the desired state of goal or the existing 

resource base. The goal, if there is any, is usually determined by the political leadership and state 

managers from a country perspective. Unfortunately, both in Egypt and Bangladesh, corruption, 

presence of cronies and rent seekers and lack of transparency and efficiency in governance 

structure sometimes limit the ability of states to shape a ' desired sate' in reality. The interests to 

stay in power and feed those interests with economic resources come at cost of economic growth 

and prosperity for all. However, Bangladesh seems to have overcome those political economic 

barriers through private sector entrepreneurship.  

 

The importance of robust a manufacturing sector is known to all and how lack of 

competitiveness, unplanned subsidy policy, inadequate privatization, corruption, bureaucratic 

inefficiencies impede the growth of manufacturing is also known to many. But all those 

symptoms are there to feed the interests of a few. And those 'few' have the power to decide the 

fate of many. Therefore, the 'desired state' that few want determines the ' undesired ' state of 

many.  
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The recommendation for Egypt to pursue a ‘desired goal’ of manufacturing growth includes 

ensuring competitive exchange rate, increasing the competitiveness, starting to have a system in 

place that diverts the capital inflow to investment rather than consumption, reforming an 

overburdened public sector and improving fiscal health, investing in human capital development.  

For Bangladesh to sustain the development, Dutch disease arising from remittances need to be 

counteracted with exchange rate policy and other tools. Industrial update and diversification are 

also needed. For that, they will also have to ensure sound governance as well. Industrial update 

may include product update, supply chain update. Technological innovation through using 

science and technology in high tech industries need to be pursued as well. For that, Bangladesh 

needs an efficient and skilled workforce because cheap labor as a resource may dry up soon and 

technological invention may replace human workers as well. To get an efficient workforce, it 

needs to focus on its education, science, technology and innovation.  
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