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[INTRODUCTION

(1) Boyptisn Industry: Eerly Developeeent amd Recewt Growtd,

By the e=d of the sightecath contury, the orafte asd isdustries of
Egypt, which thrived under the suocessive Moslem dynastics, had
fallen into almost completo docay(t) . The loog process of secubax
stagnation began with the ascendoncy of tho Memlukes apd was
secentusted after the Ottoman conquest (1616)owing to the discovery
of new trade rowtes, the negloct of copnmunseations, the absesce of
Inw asd order and the imposition of execssive fiscal exaotions which
sapped the abiity and the willirgress to woek and save. The des.
tructios of the armed forces removed as important element in the
Jeand for the preduets of it Custry, while the tranafor of the dlite
of workers to < he copital of the (Niomay Erwpire deastically redweed
the size of the labour foreo, The peocess of disintegration had
besn completed wiet the wivntists accompanying the Napoleonio
expaditionary force reported the grisa plight of traditional crafis
after costaries of anarchy and oypmnoo

At the time of Mohamet Aly's accession to power (1800), the
rodimants of 1€ wore provided for a decimated and indigenous popu-
lyticn™ by seattered artisans catering mamly for the village market
or for the market of an adjscent townskip. Theso were, it is true,
a fow thriving seades in loxury goods which ventered into the realm
of exports on o limited scale, but tho economy was prignitive with
little intercal trado and virtually ©o extersal ecovomic relations.
After coasobidating his authority, the Pasha ivaugurated an am-
bitious programme of qun.nm investment i industry, trangport,
irnigation aud agrioslture, New cultures such as cotton, silk, lndigo
asd sugarcare wore introdoced or extemdal, while determined offorts
were made t0 start educating and to establh law and order. The
programses of capital mvestzoent envisaged the attalnment of a degree
of solf-suficiency 1o mert most of the requirements of the armed forece
'hvhthhdu-und to challenge the sopresmacy of
azd to found Ros illdated Empire. s

) ¥or a faller towatmect of the early bstory of Iodustry [L o e——
::‘m"::" Developmest of Modern Egype, A, Bocosax. l:‘-m
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364 L'BITPTE CONTEXPORADNE ¢ Y

The mais emphasis was op musitios-indestries suck as the mang.
facture of gun-powder, canzees, sabres, mmskets and knapeacks, the
comstruction of the Alexandris Arsenal and the #hipbuilding and
assembly yards of Bulsk and Suez, But other industiies were not neg-
lected, although here again, the armeed forces were the principal olient,
Under the guidance of foremgn experts; evtton proeesdrg, mechanical
spioning and weaving were introduced, ard thero were 44 cotton fae-
taries, some of them employing uwpwards of & thowsard workers, in
charge of two regional comamissoners, The cotton textile industry
comsumed about a quarter of the comiry’s cotton crop ard suyplied
the home markot and the markets of the Levast and the Balkans
The spianing jeonios, looms and earding mackines installed in the new
factories were produced boeally. Morcover, silk, flax and wool wesving.
carpot muaking the marefacture of fozes, candles, glass, paper and
soap were expanded, and in the thirties, more than 70,000 werkers
weee cogaged in the comstruction sud operstics; of state factories
An with the other branches of tho ecceomy, ndeperdent artisans were
brought under = schoms of strict Goversment supervision, They
wore suppiied with raw materinls and tools a4 fived prices, whie the
Governmest bocanse the sole buyer of their finisbed products,

It & not proposed here to assens the resuMs of Mobawmet Aly's ox-
petiment (*) axeept insofar sa it may provide mme pesdance for the
foture. To the abserce of private investment on sny appreciable
scale, it was inevitable for the State to assume the role of entrepredesr
if any progeess were to be made. Tha scheme was mtirely Ssanced
owt of taxation aml the profits from state trading, without recourse
o foreign borrowing.(*) Owing to the “remmrknble defimemcy of
Iostrocted artisana™ a=d thelnek of trained executivesthe Paska cogaged
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Unfortesately, the investment policy of the Pada did not schieve
the desired objostives nor did it casee private. investinent 1o oxpand
part-pass with axpassion i the public scotor.  Thetoare man y ressons.
for the failure of the factory systens to dovelop i sivotecsth contury
Szypt. In the fisst place, the country was cegaged in & perpetual
clash with Terkey and the Great Powers and the Pasba's imperialistio
prochivities caused him to maintain large armed forcer, which were
& sexious drain on the meagre man-power resources of the country
and its nasional incomss, In the secoxd place, the process of industri.
alization emcountercd tochuical diffioulies of the fist omder of mag-
nitade. Labour was scarce nod unsuizable, and the wse of conscripted,
i) and irrogularly paid labour wasnot corducive 1o aflicincy @ pro-
doction, Oy thaothee hasd, foreign technicians were suwilling to train
Egyptian wockers lest they lose their remanesstive ols, Excasive
waste was prevalent in the coustnuction, equiptoect asd operation
of state factogies. New machivery was soon wrecked by ineflicient
handling, and replacements weee frequent for back of rogacr facilities
on the spot, The smuont of raw matesials and fuel per unit of outpet
waa inoedisately Mgher thao in the manufactores of Exrepe, where
tho vew methods of the * Irdustrial Revobution " were being introdvecd.
The absence of coal or rapid streams necessitatod the we of costly
nod awkward animal powar.  The lock of trained stafl coovesacs with
the teclmique of book-keeping rendered efficient adminiaration and
comtrel impossible,  Firally, the low purchusing power of the popals-
tion, aggravated by the policy of scissors sdopted by state monogolies,
was o sevore handicap to indestrialization, whilo the froe trade regime
imposed on the country precluded the possétility of protecting izdustey
frem foreign competition.

Mohawot Aly was awato of the difficalties in the path of his develop-
maent schemes. Lo an interview with Mr. Bowring, be expressed the
oonvietiou that the sscrifices were worth while for the rake of * see
castoming the peaple to maoufscture . Tho birth-pangs, ho thowght,
were inevicable in an industrializing country azd woold dissppesr s
th: oco womy becarne more mataze,  Although the whole plas fourdeeed
afier the Pusha's death, some tanporary siccom was undoubtedly
ackieved. Mir. Bowring, wlo was exitical of the vestuze as o whole,
thought that the establislments for spinming cotten might be ad-
vantagrously continsed. Te was of opinioe (Y) that low guality cotten.

") Jed, p. 33,
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cloth was the oaly article which injered commaercial importation frois
Great Britain. However, during the reign of Mohsmet Aly’s immed iste
sucoossors state factories were neglected asd the coup de grace was
administered by the suppressicn of the regime of monopolies by Said
Pasba (1854-1863),

Listle industrial peogross was registered during the second half of
the unizetosth century (*) despite the opericg up of the country by
an efficient met-work of railroads asd the unpeecederted influx of foreign
capital.  Variows factors helped to altract foreqgn fords into Egype,
and, once the movemert gathered momentum, 16 sccelorate the rate
of flow. The poliey of successive rulers was dasigrad 1o erconrsge
foreigners to settle in the comtry by granting theam sabstantial pri-
vileges and immanities. The capitulstory regimo of the Ottoman
Espire, of which Egypt was ther a dependercy, provided security
and the logl framework for the grotection of property. The growth
of public admintstration, the establigheert of law and onder, the dis-
covery of Bgypt's pote-talties followimg the spectacelar oxpansidn
of cotton cultivation durisg the American Civil War, the interest
shown - Egzyption affairs by the wursing fmperialisms of Western
Eutope, especially seee the opeciog of the Sues Caral, ard firally
the oxacation of an ambitions pregramme of irrigation and land
rechamation .. all theso factors combined 1o make Bgypt o remupesative
outlet for foreign capétal.()

A study of the distribution of forelgs invedment st the begirning
of the 20th century shows that the bulk of imported fands fow d em-
ployment io bankmng, lasd acd urbar development, transport ard public
utilities and other amenities necosary for the commernialization ard
srbanization of the country. Thus, i 1902, out of the total capital(®)
of jomunt stock companies operatizg in Egypt, amouwstjeg to LE. 16
millisn, the share of indestry did rot exeesd LE. 4 million, mostly
invosted in cotton and sogar processivg. Tho explanation of thealow
and rather tarly developmert of large scalo mechanized wdustry
in Egypt, avd the reluctascn of foreign enpitalista to start rew industrial

P)J.l.m. As Tt s, Chapter XIV. Seealwo J. Onrsrem, Bericht
wd, w Agyptens G,

ey g e Ay - —
17) Inchedisg debastres.
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veatures is not hard to seek. Leoding to the Kbedives, mortgage
Banking and the finance of the rapitly growing foreign teade afforded
amplo investment opportemiticd for those foreign capitalists who
woro anxious 10 keep their funds in casly realizable forms, For
those seeking more parmanest owtlets, the large crop of urbam ard
land developmest companies hold the promise of quick returrs in the
form of " usearcad increment " in & country with a rapilly growirg
popalstion and u sash crop with world-wide demard. The mte of
return on capital, the regulator of the flow of investment, was kigher
in trade ard financo than in industry, Oa the other har d, the-upper
steata of the indige:oss popelation irvested their raviogs in soquiring
Iand, ard their specolative propessities were satisfied by the futeres
market n cotton,

Morcover, there was an undecstandable disinclication o the port
of Frozeh asd British capital to embark cs ventures likely to compete
directly with the economy of the bomedand, Aftor 1552, the sobe aim
of the British Admiristratics was the extensor of perermialirmigsticn
azd tho stea under cotton with a view to providi g safiiect foreign
exchango to meet the service of tho large extornal debt.  Other con-
sidemtiors had to be subordinated to the task of rehabiliiaty g the
country's flmances and exscting the bondbodderns' pourd of thed, ()
Tt was thought more advantageoas for all concerrod 10 develop an eco-
nowsy complemontary to, rather than competitive wth, that of Great
Britain, providing the Iatter with 2 stead ¥ wapply of losg staple cotton
and a markes for indestrial geoduets.  Lord Cromer was convi ced that
it would be * detrime: tal to both English ard Egyptiar bs tezents to
affor] any encouragement to the growth of & protected cottor industry™,
in Egypt, Simiarly, Lon! Midner wiota that the Egvptian market wi s
of paramount importance to England owing to the growirg threats
to hor internatioc al trade.  The vendict of Mr. Rothatein sums up the
offect of Britkh Qocupation on Egyptisn Lidustry. “TIn the course
of their twenty-eight years' rule tho British have 1 ot only 1 ot sucgended
in building up a xinglo manufacturing ivdustry, but have effectually
Killed whatever possibilition there had been for ome. ™)

(')&Mdu&mm in coder 10 lpose high dution o
“The frvl seoult of Tuitiad inteevertion was the complete disappesraice
:ll.b.tl..ﬁd of Mdamet Al's cducaticns) seserprises ©, G, Yorae, ¥gype

() T. Memmrnty, Egypt's Mals, p. 207,
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Fizsally, the wholo atmosphere was uscongenial to the growtkiof
local indusizy, aod theto was 2 widesproad fooling that Egypt was
destined by a divise disponsation to remuain an agrcuituzal country,
The low parekasing powe of the population ehecked industrialization.
while the rich commanitics preferred imported  goods.

Entropreneurs were unwillicg to initiste new irdustries lable to
moet with istenso competition frops the industsially more advanced
countries, Their fasrs were aggravated by the socoess of poweefl
wholsmlors in convincing the public that any goods 1ot bearing their
distizctive mark were sdubterated (}) Cortain stardard beands had
becomse w0 firmly antreschod, ard osjoyed soch widespread appeat
among the masses that ary manufacturer costemplating the launching
of & new prodoet would have had 1o contend with cenasdezable con-
sumers’ ressstaven, The State wuw in 1o position to belp indestry
us the greator part of pablic reverme was earmsrked to the service of
the external debe, Protection for mfast industries was ruled ont by
the eper-oor systom to which the dependencios of tho Ottoman Emy te
were cotpenitted.  Imported raw materials and masckioery ween faxmd
at tho same rates ss finished products. Railway rates were high,
and there wore orippling exvise duties oo a variety of locally peoduced
goods, the most perpicious baing the 8 per cert exnise on locally man«
ufactured cotton goods. British administrators were ratuzally prone:
to placo ondersin Troit Brtain and the muain Goverr merct pare hasing'
office wan lecated in Toedon, To escaps disorimiratior, Egyptiam
manufacturers wire luroed to present temders theough forvge firms
oF 1o chooss forcipn sountding rames ard teade marks to balp market
local products.(®) Agnir, publio sdjudicstions frequently specified”
cortam woll-krows forvign brards.(*) The Egyptisn capital merket
wis undeveloped, and isterest rates wern veey high xs may be jofged”
from the facs that the rate of intarest on state agriculturs] foars was
& per cont at the beginning of the certury.  As a result of theeo 3iF
feultior, a purssanco of the Mistory of irdesrisl compunios, at the

(1) Drepardameit of Overmeas Tisla, Rapast 20 1ho Eccosmio amd Finarcial Shsation-
in Kgyps 1919, p, 148,
! ‘of - oo Commitioncn Indastry aad Trwle, : 3
1‘)‘.‘? - - ' 107, p S8 Secabo L Luws,,
of the Cement Co. 20 the - :
P)m‘hu e m«-mmmmn&
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tum of the condwry, disclorns many discournging failures, () Stock
Exchange quotatiors of industtial paper wero dogressed, beirg free
que tly quated below qar.

The first two decades of the 20th cemtury s¢w some ir dustrial de-
volopment, It the opecimg years of the certury, there was & Jarpe
irotcase m the rate of flow of foreign capetal but @ stull churg tq tra-
Jitior al charnels. During the Egrptian Seath Sen Bubble (1600~
1905) 160 pew companies, with suthoried capital amourticg to apypro-
ximately LE. 43 millioe were formed,  Bxcessive speculation in lard
produced a Jarge erop of laed companies, the majority of which did
xot survive the crseb of 1007, Meorvover, same i dustrial coquparies
forme! durirg the boom wege wable to withstard the slweks and
teibulations of the prelimirary stages of the fisarcisl erash. After
the erinis of 1907, “one traxsport cosspary with a yaid-up copital of
LE. 120,000, ard ro less than 25 ivdustrial wmirkg avd commercal
cotupanies, tepresertitg @ pasd up capital of LE. 2,251 000 had also
gooe into volatary or faroed liguadation." (2} Scme were subsequestly
reorganisnd 214 had their watered capltal structure vealol dows afier
porg frto haekreptey or volwtary liquidation. Omno effect of thy
becakidown of the bookn was that capital fought sby of tho adustrial
field .

" In the twenticth coctury, the industties connected with the pro.
cessing of cotton and supar expasded corsddemably; the capital of
comnpardes n this category inereasnd from LE. 2,580,000 i 192 to
LE. LOIR00 in 1921, Mareover, by 1917, the Committen on
Industry and Trade poiuted out the existence of a sumber of lazgo me-
chanically equipped concerra consummg conriderablo quastities of raw
faterials and employieg large numbars of workers in the fallowing
$elds of mannfacturing Edusry : cotton spinming, segar, ralt exd
sokan, caneat, pottery, akobol, flooring, clothes, bear, puper, rublye
goods axd wpiritsf’) The fint world war acd the inflatiorary rise
in prices eagendered by the experditure of foreign troops pave an
impetus to Joeal esterprise especilly after the reductios 1 the velome
of fmports in tde period of wmresterted walomerine warfare.  Sopse of

T lly T e comens, ‘ A y
"M.. ap d-}ammm“

'8 3&&*:‘&?* Sron wapbryirg 30 workets oF more bt the
L o

I
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the new industries did rot survive for logg after the war, Howeves,
the ninetoen twenties witnessed a rapid expansion in the irdustries
producing building materials with Swiss and Bolgian capital. The
period alio saw a vew phecomenon, namely the rise of industrial and
commercial concerns on purely Egyptian capdtal,

Table 1 shows the increase in the capital of iedustrial joint stock
companies. It is sgaificant to rote that whereas the totalcapital
and debentures of companies operating in Egvpt decreased between
1921 and 1940 owing to the redemption of capital ard obligatioss of
certain usdertakings opersticg reversiceary torcossions, and the
liquidation, capital reduction ard debenture redetaption of 1ome morte
gage companies, () there has been a #eady but alow incresse in the
capital of industrial comgpanion sivce woeld war No, 1. () In the samo
period, there was some inerease in kavestment in transport owing to
the devolopment of road and air transportation, the famation of
shipping companies ard the * Egyptisnization " of others, presamably
to avoid intermational double taxatim and to qualify for Government
subsidies. On the other band, thero has been ro new private investment
in water-works, as the task of providing rural areas with water
devolved om mumicipalitios, while existing plants were adeguate to
mect the expanding needs of the towns.

Tho total oapital invested in isdustrial Jodnt Stock Companios, .0,
groupa 47 in Table I, amounted, in 192), to 7% of the aggregate
capital of companies operating in Egypt. In 1560 and 1940 tho per-
contapge rose to 9 and 185 respectively. Most of the iedustries : sugar,
aleohol, salt, milling, lamp glass, boots and shoes, cement, moap, boee
vegetable oil, textiles, chemicals, dopend on locsl raw materials, The
ciparetto industry, however, rolis exclusively on imported tobacco,
while somo industrics sapplecsont local supplics of raw materials by
tmports, The increase in investment in some fialds, e.g. tho textile
industries, is traccable directly to tho taniff “ reform " of 1950,

') The tal and fuzded dedt of this eategory foll fve LE. 5,950
lm.bk?&“ﬂ.m&”ll o i e

(") In the provediag analyeis, She statistics of jolnt stock companios
a4 an ladex 1o the progress of industrialination. m&hh.lﬁr:bm“
n—umwmwuuuolmlnmwahm
comnpasion s Erprmended sow invest ment, wr scme of I was due to the con versien
o(,dm:uw wmmm oe Ml b focwraticn of
muu,swm. partrenbips, : s e
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A




A.A.1. EL-GRITLY,~THE STRUCTURE OF MODERN INDUSTRY IN BaTrr 371

-

Wlify = Suesndo e vedure Yo WP Jo wyos IwX 41wy popdmn) ey

e S e R—

OFE ILLUSS (063 ¥OL' 10T Jero'eor'ont [t oostent [aesto sy [oromtzs [ v v wesndua
yeoag aujop jo pende) ooy,
BIS'SRL'L  [s10'8e3'c  loeo'1ee's  |01£° 8RS [Rds'Ll0p el P wunpiy 20 (2)
082" 196° T |zre'#on't  fzesuse't  [o'ovr'l  lewo'wen e RGNS soupnpa] poog (
06 8ss' . |osn'ozs't  |oor'cie 02} 881 (818 - ey Surgpeng (
610°129°% [0z vi0'F  [gre'¥el'y  [orz'iro’F  [Lon'OsL's = RO ATRCKEE AL 1o o0
o3y aving puw wena) (§)
senundwa) osEmput
RO0° LG0T [3eo'ser‘t  (pss'sra't  |aeo'wea’l  [t0'els o S b wrwndma) 2w .w
02052’ [ |$00° 098 oot 98 ROE' 08 o5e' 819 Sl | | oteins wg £q wodsuwsy (
00 0m's  |zeter'y  lepoms's  looo'via'y  Jost'osy's  |ooy'ze e b e gty
paw puwy Lq wodeway (1)
SIS NN
a - ‘a1 =™ ‘" ‘=
"wel 081 1114} 13450 el ol 400%0




D s R

an L' EOTYTE CONTIMPORAINE ’

A further spurt to irslustrisl investmest occurred durirg tho war

that has jast ended, With foreigs wipplies virtwally cut off after
Italy’s estry isto the war, local prodection expanded axd firms were
working to full capacity, with two or three shifts per day. Theestab-
lishmsent of the Middle East supply Centre im 190 helped to develop
existing indastrion and to further interregional trade in” crder to make
the xrea a3 a whole as selfwufficient as possihle, thereby saving valusble
shipping space. The Allied Expeditionary Forces placed lasgo orders
with local conoerns, and in cortain cases supplied them with tochrieal
awitance and equipment to overcomo bottleaecks. The Armies
eatablisked ropair-abops 21d operated new factories in an attempt to
supply the great miktary base with partofitsrequirements. Throsghout
the war, there were experiments in the use of hitherto reglected Jocal
raw materials and souroes of power, ard many factories tumed to the
use of mazout and ol seed cake in place of coal.  New mimernl recosrees
wure tapped ard the produetion of oil oxpended 10 a considwable dogreo
followir g the intemsive exploitstion of tho Ras Gureb fields, New
machines were improvised ard a beginning was mado in'the production
of apr ro perts.  Above all, theso was a wolcome iscrease in the supply
of WXilled Iabour, which may constitute the cotps of labour pecossary
for u future doveloproratal plen. Despite the mmposition of an exoess
profits tax, indestrialots moade large gains owing to war scarcitics
axd the inflatiorary rise in prices, ()

{2) Pioneering in Eggptiaon Industry,

The early promoters in Egypt wefe almost all Cenb-n- or lecal
resdects of forvigs extraction, Thelr prefervece wert for traraport
atd pablic utility urdertakings and the industries immediately con-
carnnl with the procewing of agriculturs! raw materizly, where there
was little or no foreige competition to coatend with, and wheeo carly
moropoly profits wetn sssured, Jocal saviegnaod foreign capital ware
attracted to these industries by the everpowering roed for prepariog
the cropw for oxport and the resulting reduction in the cost of transport
to the poris and theoce 40 the indedsial wostres of Europe, Priwate
investment i narrow-gauge rallways for instance, was induoed by
the difficulties and muaww whesever ¢rops
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were sent on horso-back from the Selds to the larger towns sexved
by Egyptian State Ralleays. The high " opportunity cost " of eapital
to industry confined the activities of the pioveers to pursulls yielding
high profits comncasarate with the rate of retumm co capital isvested
in comanesce and danking,

At the outsed, the scene was completely domivated by enterprising
Earopean promoters and financiers with oxcollert cornections im
Europe and Great Britain, the then world bankers yar oxecollenco, In
the second balf of the nineteenth contury, they succesded in doquirieg
extremely lucrative concossions to build water and gas works, tram-
ways and proviscial rallways and to exploit miveral resources. They
also bought factories and water-works from an Empeounious Governs
ment anxions to easo its immediate financial troubles at any cost.
Onco secred, the vight to exploit the concession was ussally trane.
ferred to a company especially floated for the purpose. Thus, in
1857, a concessiom granted to a French exgineer, Cordier, to buidd
waterworks in Aloxardria was sold fo a French cosspany, and m
1863 & similar concession for Cairo was tragaferred to another limited
company. In the same year, the powerfal French concorn Lebon
& Co. seoured ocomeessons to bulld gas works im Cairo and Alexandria,
It also soquired & concession to supply gas to Port Said, which bad
beon granted to & Freoohman named Maswoury, The Frecoh finan.

* eiar Pastre presided over the developmsent of water works ard later
on tiarsforred his activitios to the development of flour-mille g, his
intarests being takes over by a Franch firm Datbley. In 1800, Edouasd
8¢, John Fairman, a British sserchant was authorized to lick Alexan-
dria ard ‘Ramloh by rail and the vesture was afterwards sold to a
British Company. In 1879, Edousrd Easter, arrarged the sle of
the Aloxandria water system, them owred by the muricipality to a
British company, which subsequestly abworbed the intorests of My.
Zorfwdachi, n Greck Financier, in the Ramleh water sydom. In
16886, Baron Empain avd a Belgian syrdicate obtained s corcession
to oparate electrio trams in Cairo axd in 1826, Mr. Edouard Cauderay,
a public works covteactor, secured a similar concession for Alexas-
dria, which be operated in conjunction with s Beligan syndicate,
the Compageie Gésdrale de Traction. Ir 1851, & Froeh sy dicate
bought avd developed the sugar i dustry, bitherto owned and ma-
oaged moder Government suspices, (1)

(') This paragraph is based mainly ca the biatorical secords of the varioes cotparie
2
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Jt will be sean that, st the outeet, French capits] and entrogee-
neunship predonsirated and that they wero later ro-inforeed by British
avd Belginn capital. In the seventios and cightits of the vinetesnth
century, & now olewant appeared on the wene with the wnecgones
in tho promotioral fold of isvpartant Jocal besiness hovses axd mer- ~—
chunt benkers who played a lgading rode in the ipvestment of Buro- I
ptan  capital in Egyptian public debt, ard later i the cemtury, |
whin the aes of lucrative leeding to the Khodivis drow to o close, .
in the devolopment of industey ard trade.  Theso piorcers were Xoen \
of consdderable means who could saiee the cogpital for fmencng theix ‘

. projects ether locally or threwgd their elose conrections with the
private backivg houses of Europe, ewpecially the French Tanques
d’Affuires. Beside their inter-relsted activities in the “sbeltored® |
industries whare conditions amousteg to virfusl moropely obained, |
same of them brosght nbout grandioso sclemes of trustifeation i o
the suger, bea, camemt 224 dgireite indrstrios, theroby bringeg
the liading Srms weder wnifled costeol, ()

It i intereting to stody the promotiopal activities of lecal fman. . °
cinrs ard the sovrem of the fards which thoy invested in industry.!
Profits fromn commerce, privete barkirg srd momey-dendag i its 1
woultifurions fovins czabled the syudicate of Mosess, Menasce, Cattani
and Saures to invest im rArrOw gauge railwsyy, avd, lator ov, 10 erge
ghir istermta with those of an Bughish finm. The fubsdons profits
realized ie. vhe cotton trade enablnd menchants such s Yébls, Fargdaly,
Bogeell, Salvage, Lascaris, Rolo, Firto, Relohart, (uever, Fed,
Rowaro dte., 1o kevest in industries’erelllary'to their maip puriuts (%) .
- wich na inded trursgort, cotton gn:r.ng ovd pressiey, wid lster
~on, I shipping, irontanch ard cotton spivaivg sed wvaving, They
combined thefr irdustsial activithe with an extessive exjort tride
i eotion, ard thelr cames figered on the prespectuse of sll Comganies
of imporiavee. Oue of the kading Egyptian  indsatrisliate hed for
maty yoars boen sseociated with publie werks e rhe Middle Eass

)
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in close conjurction with a Britid Corsortivm of engirpering acd
finnpcial houses, A powerful impetus wis  given to tho sctivitios
of Bgyptiss promeders by wirdfell profits durisg ard immediately
after she fimst world war when the yrice of Sakellaridis touched the
alltisse high mark of LE, 40 per kartar ; het oo the fuumation of

a score of industrisl companies in the early twertion expecially in
cotlom procosst g.

Oeher axamples may be cited, Profits from high-grade reailing
ard cigarette manwfacture cosblol Mowrs, Lappes, Glarsclis avd
othees to start in 1he softdeiek and wit o icdustry.  Moropoly uebite
redaized by Mr, Cozzika, the Alcoko] magyate, wete inverted in the
paper if dustry. The Lrethers Empain, who maede huge peodits ont
of the sucecss of Their surburbas vertere in Heiogolis, rear Ciiro,
were arooug the leading premoters of eloctrlcty a1 tranuport usdes-
takings. Froqoeotly, refugoes secking waylum in Egypt dave started
rusin eases of & type with which  they were associsted in they countey
of origin. Thus, the brothes Pehrond seqmingd & dilopdiated rico
mill at Rosetts cear Alexwrdela, ard gradually built # up ixto a
W“‘ busines, finally converting it ir to n Yimited compuny with
the participation of Jeeal capitalists.  Sroe the revicon of 1lo tariff
in 1900, direct investment by foteign industsial corcem s has fr o roaned
apil sowe high razking Britihh offieials wedortook, on retircmiet,

to prOMOto Hew comparics in co-operation with local and Goreign
i accial litereste,

Tt is wurth voticirg that, owirg to 1he practice of carly redumgption -
of dcheoturos, preforecce shares ard oven ordinery shas adepted
by compuricn exploitieg reverdorary corcessions, i veston' espitry
was froquactly st freo for ro-dnvestiueit, in 1he light of charges 3
the rate of profits returied by different oloses of oL terpring, (.ﬁh(-
thus redoaned , fs wellas that relcas! Ly the s atior aliastion of milwaye -
sed Wru.' developed by priveto o torpeke, wert to awdll gh.
supply of vepital ir. ethor rarches of fvetment, Similatly; it
tries eneourterii g & declivieg demmd 1 ded to t acd to
trauedor abeir accurmilated wmortition quotas to row lines of peo-
duction, Thus, ges compasio turad to dleetiiolly gerarstion
and borsetsastion avd Bght mailwny wrdertekis go neyaieed subs- -
tantial interests in the eorpaswsgor asd rosd duulape busitess, =)
1o the tweitiath coctury, axd especially sizoe the fiest workd -l ¥
many wealthy Eoyptisne joived the varke of irdusttial promoters.

Al :l'-' ‘;, ‘_L)-ff-;' e -
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Hitherto, their main concorn had bees the soquisition of land which

=part from its profitability in the daysof high cotton prices, conferred

=pon fbe OWnar great social prestige, so much %0 that a man's place

¥ society wus & function of the size of his estate. Big landowr ersf
-&‘ #s Badmawi, Wisa, Soltan ete,, the Egyptian counter-parts’of
muwdioval Earopein barors, have bees dod to invest in industry by
B long-termn depression of agricultural prices ard the risag prof

Sability of industry under protectios. In tha interwar petiod, the
Bank Misr bocame active in isdustrial promotion and its cardinal
ssrvice to Egyptian capitalissn bas been the istroduction of the
Bowrgecisio 10 socurity investmest. Other Egyptian promoters
<mmo from polities and the Civil Seevito wually after a period of'
apprenticsshap on the boards of foreign companies, whare they acquired
some icsight into basiness administration, While some of these
Promoters worked in close cosjenction with foreign financial intervets,
othors were istent on launching all-Egyptian concems.

The activities of Egyptian peromsoters have multiplied since the
Armistion, and their plans have become more ambitions. For
exxmplo, in the oarly months of 1946, five promoters, an ex-primae
==nister, an ex-rogent, a former head of the State Legal Department,
& big landowner and a versatile business magnate lsunched a LLE. 4
million company to build a gigantis fectilizer plant is the Delta,
rmerving for themselves 55 9/¢ of sbare capital. A large urban
Building and devolopmont company, with a capital of L.E. 1,500,000
Bax boon formed as woll ay many textile, chemical and plastée com-
Peeios with predomivantly Egyptisn eapital, The marked succos
of the new ismes shows that Egyptian capital and entrepreceurship
=n now vesturing imto branches of production where severe foreign
competition is Jikely to be ancountered. But, it seems cortain that
hay have dore o on the tacit sssumption that adequate protection
woaM be forthcomirg. '

The emergenco of a class of vetoran industrial promoters sugurs
wall for the futare of industrial eaterprise in Egypt. For the role
of the promoter is of paramount importarce. He Ras to invistigate
mew projects with a view to asseming ther potestislities from the
Sechnical, marketing acd risk stasdpoists. Ozee satisfied 25 1o
their m erit, bo has 10 draw a comprobesive scheme of financirg,
and to decide how far to commit his own resources ard how far, and
& what Sorm, to draw on the eapital of nssociates or the asvisgs of
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the public. He has to decide the nature of the product, the size of
plant and to detormine the co-efficient of factors of peodection which
gives the least cost combination in the light of forccasts regarding
the feture demand for the peodect and the supply of the agents off
produoetion.

1t must be emphasized that, in all these respects, the task of pro-
wotion Egypt is Bumessurably poore arduous than in the ecore-
mically more advasced countries and the risks more pronounced.
The carly promoters were faced with a dearth of teckuical experte
of all krds : eogineers, chemists, accountants and surveyors e
medertake the explomtory work, and it was necessary to resort $e
foreign experts, some of whom proved to be costly ard iefficient-
Promoters bad to supervise avery detail, however minute, and te
rely on guesswork in the abmemce of reliable statistics of the natiossd
income and its distribution amorg the various strata of the popula-~
tion und the lack of figures of consamption, costs avd soch |ike
data needed for businea forecasting of the most elementary kind.
They bad no facilithes for “buying in ™ servioss or compouent parts
on the spot, theroby shifting part of the risk to other " subcontrae-
tors.”  In moost eases, sow firms had to train ther own labour corps (%)
and to establish repair workshops s an alterrative to sending macks-
pey 1o bo repaired abroad, They wore alw havdicapped by the
lack of bnternst in mdustrial Envestment azd the absence of under-
writing facilities which are invaluable even to the most daring pre-
moter. It is true that in induwtmally advanced countries, new
eatreprencurs ore faced with the problem of sttracting resources-
But there, new products are new only ss assemblal units, the com-
doment parts being common to a bost of existing products, When
a ahift 30 domand occurs, labour and zon -specific rosources are divertod
to prodeco the commodity for which demand has increased, (*)

The cutcomo of the sbove-mentioned difficulties was that, owing
to defickent planning, many companiss never comnenced operstiooh.
Promoters belatadly dicoversd that the installation of the factery

Mot of the regorts sedmitted by Industeialiste (o the Comatzitton o Trade and
hL,(lﬂﬂ-um of skilled labosr sad the poskibidve ot »
I mperting foreign specialist amcog the inpodimerts b0 succo.

(") Mereover, * (0 Joms advarced aloas. ... .cow scberpeisn while conferming sdvastoges
umumunumnmmnmwum
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snd' i%s equipmant with mschiceey would cost mmeh more than they
had astivipated, ' Laggw prolimésary expeses bad to be incurred,
and thesy wore o bunden om the coneurs tantamosst to o rise in the
oot of procuring capital. Lack of market rewcareh wos resporaible
for the decay of mary companies. A rotable example was that of
Musr Fishorios, whioh had to ssepend operatives after izcurnrg heavy
prelissinnry axpacses owing to it sdoquate dezsaed for Red-sen fish,
Insafficsent ivitia) capitalizatior and rocurmt beoes, with the risks
attonding sk lmns v an urderveloped market, luuded many com.
panies i grave difficaltios, Ho ce, the rate of moetalisy of pew in-
dustmal ard esanmercial companies hes bee lugh, ard tho pesiod
olspsmy Betwest ivonrporation axd the datribmtion of dividerds has
wvislly boen lowg. Morsower, low rates of dividend charactetize
the son-monopetized sevtor of Fayption s dustry ard masy concetns
bwd bom in finanaind straits whee the outlireak of world-wae No. 2
gave them a rew lease of lhife.

Dowgiite theen Tiar dicaps, there has beeo o parked growth m the
woalth and powne of promoters duo to the smalltess of their “":"f“
As Profissor ¥, Knight romarks “the supply of ertrepeenonr qualities
in sty ix ore of the <hef factors i determining the rumber ard
size of its preductive units.” The profits resped’ by promolers wese
Kigh bacauss, x5 the sse suthor goes on to say, * the income of any
particalar entrepeos.oer will in general terd to bo langes (1) as he himbelf
has whility and good-luck ; bet (2] perhaps moro important, as there
I i sociery 3 scarcity of salf-confiderce combined with the power to
make effective guurantees to essployees.. The condition for large
profit i a oarrowly limited sepply of high grade shil®y with a fow
poseral Tovel of nitiative as wull as ab@ity.™ () This condition was
fulfillad in Wgype, w=til very recestly.

Frequeatly, fourders’ shares of po-par value, or deferred sbare
awnre given to. promotars in considesation for property hazded over,
cosemsions trasaferrod or services rendored. As the loldars weeo
ectitled to a lange percentage of net earvings after 3 initial dividend
dustribution, swy imeresse i the propertioes] contribetion of other
entemrion af vhurm capetal ennblnd foumdens” shareholders (o particpate

%) Tinke, anl Prode 3 2350 The athor abie mabew the spt reomrs
Operate among whe do ool 4
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in the enbanced profits.  Moreover, s they remained in control, they
wero in a position to determsine the routirg of camings to cesure a share
for themselves. Founders shares in strong monopolistic industrial,
land, water and tramsport compauies yeceive large pavfits and are
highly somght after in the stock excharge. In the light milways group,
howover, thay have not fared so well, scxuo never recoiving any diviled
for the last tweaty Foars or woee; owing to the dmlise in catnings
birowght about by the cacroacikmes 1 of buses sod road-hauliors. Besides,
owing to the dearth of entrepreveurial talert, promoters ave usmally
found om the board of directors of the companies which they belp to
aunch, aver aftes thoy liquidate their mitial interests,
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CHAPTER I
Tux Carrran Manxzr

In this, and the following chaptees, it is proposed to amalyze the
oapital structure of Egyptian Joiut Stock Cogpanios angaged in industry
and to disouss certain aspects of the capital markes,

(1) Groweth of the Joint Stock Company Form of Organization,

The predominant form of entreprenourial organization in Egyptian
industry Bas always Been the individwal propristorship.  To the last
decades of the 10th century, large scale capitolist erterprise was su-
permaposed on & primitive indestrial strecture apd a quasi fendal
agricaltural aystem. The Joint Stock Company made its sppearance
in Bgypt finst in the spheres of banking and the public utilities snd then
spesad o industey proper. The carly companies were almost all
regetared and financed abroad ; but, ss we have sece rarlier, the closing
years of the 1%k century witnessed the growth of the spicit of local
onterprise and tha omeegence of Egvptiay premoters whose projoects
nacossitated recourse to advanced forms of estrepresounal © <
The formation of Joist Seock Compaias faciiat o 1o conOe eation
of large funds under unified maragunent and control and the Assump-
tion of risks that would tax the Pesotiroes of any SRR finapcier or
a group of firancicrs,

There were other wentives for . o the corporate forms, The
davice of lmited liability erabled m to svoid jeopordizing their
privato fortahes. 1t is undoubledly true ¥, wrote Professor Knight,
"that the redustion of risk to borrownd capital is the principal deasi.
deratum leadieg to thy displacement of irdividual erterprise by the
partzecship and the same fact with reference to both owned and b,""
rowed caital explains fhe substitution of oorporate oTEaization
for the partnership ™. () The peed for additionsl fuzds to firance
oxpansion lies at the mos of the currant tondency t0 CORVETt concerns
into companies. Moreovee, there was the desire to enssre the conti.
nuity of the eatarprises, thareby avoiding the inconvenience caused

o the death of & partner, even whem such a coptingency is provided

) ¥, Kmsay, Rux, Usiertaluly sad Profit, p. 352,
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for by a joint insurance poliey, by the nppoinumnt of trustees under
the authority of the Meglis Hasby, i.o. the court which manages estates
leflt to minors.

Until the 1914-1918 war, the stock markets of Egypt thrived on
Government securities, Egyptian snd foreign, and the securities of
banks, land and public nu!uyeonpunu But since then, industrial and
cotmmesvial soourities have been incressingly quoted and tesded in
the Conlbses, Since 1909, the war-bred inflation Bas caused o marked
flight ito oguities and bdusteials, with a conseguential pher omsenal
rise in stock quotations, For lsstance, on January 31, 1546, the
shares of Misr Printivg, Misr Ginning, Misr Spéening (Mehalla Mills)
aod Misr Silk were quoted at LE. 1930, LE. 1230, L.E, 25.50 and
L.E, 28 respectively, (Nominal value L.E. 4) although at the outbreak
of war thoy steod st or near par valve.

From the very begmning, large soale indwstrial entarprise in Egypt
was conducted under the corporate form, - A comparison of the capital
of industrial joirt steck companies with that of all imdustrial capital
shows the preponderance of the former. L. the It dusttial Cersus of
19357, the 312 largest establishnes ta with capital exceedimg LE. 10,000
sccounted for LE, 25800000 out of a total “<declared ™ cajital of
industrial establishamerts amousting to LE, 31400000, [: the rame
yuar, the official stock exchange year book gave the following figures
for Companies engaged in the brasches of duwstry covered by the
Irdustrial Cozsns i

LE.

Mirieg ... .. e e 2,446,000
Cotton md Sugu Ptomnc - 2,902,000
Wateewoeks ... .. .. .. e 1,082,000 .
Building mategials ... ... ... .. 1,234,000
Food irdustries ... ... 1,388 000
Textiles, Tohaceo and )ﬁuollmm- 0,058,000

Torar ... ... .. 14,000,000

Thus, about #0§, of all mdustrial activity ard approximately (o),
of large scale industry is incorporated. (*) Motcoves, owirg to the
existence of resetves and debertures, the proportion of corporate to

(Y In 1935, there were MIO MMW&M“.M(
eapits ) of approciestely LE.
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total asets would' be muek; higher than the above figures seggoss. ()
The mte of growth of indusninl cotupanies, Joeasured by the inorease
in their capital and the accretions to reserves, is much higher than
tho rate of growtdi of the rvst of lndestry.  Tho growth of mme =dus-
tries hns msant the expansion of a few companies, and in the Jeuding
industrios ; the textile, tobacco, *niding mateninls, cotton and sopar
procossing, the walue of production by corporstions is out of pro.
portiomn to  their numerioal importaoce.

Tables Pacd II give some ide of the s of Joint Stock Compar ics
operating in Egrpt o 1011 sed 1903, ox msessured by tho amount
of pasdap capitall The remarkublo releetion, in the avecago puil-
up capitel, from LB, 670,006 t0. L. H. 200,000, s due to the fst thet

at the earlior date, baking, led sed pollic emlity ccanpanios

prodominated, while in the last three decades therw bas hoen a
marked inorease in the number of small industrmis]l and commercial
compar ins which sccounty for the incrense in the number of companien
havieg a share capital of urder L.E, 100000 from 60 to 210, In
the industrin} groop, conopanies with o share capital rot exoeelirg
LB, 200000 accourtod in 1943 for 8000 of the total,

Tanee 1. Joixt Sroox Covraxmes ormnariné 1x¥ Eoyer
X 1911 axo 1940

r - - — . o — . ]
No. of Com of

Pl vp Copiind el b vy
Ueder LE. 100,000 ... . ... 00 210
100,000 to 199,999 ... .. .. 53 52
200,000 ,, 200999 .. .. .. 13 24
3000000 ,, 396,008 .. .. e 13 16
400,000 ,, 490,98 . . . 15 15
500,000 and above .. .. .. o | 3l
164 385
Averngo Capitsl ... .. LE.| 670,000 200,000

B e ———— o
Sowrce: Con from the Yeur Books of Jodt Stock: Coznpasios
operating in

o , ‘c‘ - g m- 4 p- -_._. ‘\..' .'I'I. —— l!i I . 1/
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Tanee I - Iypestaian CoMpANIES OPERATING
¥ Euyrr e 1943

Paid wp Capitad No, of Comparian
Under BB, 50,0000 .. ... ... 54
&,000:to: 649.900 ... ... .., 19
100,000 ,, 199,50 .. oo ams 14
200,000, ., 223,590 ... . G

L0 000 ,, 300 5o

- —————
-

400,000 ., 499999 ... ... ..
000,000 ard sbave .., ... ... 1L
-

108

Source: Compiled from Year Books of Joist Stock Companies
operating in Bgype, *

The receat growek of corporato- eoterpruo bas bea accompansed
by a marked iccretse in svir ge as may be gaugnd from the following
indices, The returis of the Post Ofive Save g Barks sbow an in-
croase in deposits from LB, 47,602 in 1901 to T.E. 9,574,000 in 1469,
Pabli: depesits at the Natioval' Bark of Egypt incressed from
LE. 4 million in 1913 to L.E. 26 milbon is 190, whils thore of the
Bank Mise incrensed from LE, 20] 000 in 1990 to LE. 18.578,000
in 1015, Hitherto, savirgs have come mainly frem the rich, "but
with ttr development of direot taxation and a possible sise in the
genaral stardard: off living, tho rolative importarce of the various
sources of savicg may charge, azd' an izereased contribution from
institutional savers and the widdle classes tay be confides A1y axpected.

Moreover, the pressnt century kas witnesed a. continuoss peoomss.
of repatriation of Egyption Govemmeat spcurities ard those of
Juiot Sock Companies operatir g in Bgype ; s1d the valse of coupors
presested for paymner t h‘“’?‘@ firaneind s tres has been decroasings
The process was accolerated in the "twenties, whan part of the sterling
balances scoumalited  during the it Worki War was used to Huy
Biryptiny secerities in fareign stock markets, Batween 1902 md®
1934, the proportior of publio debt hald i Egypt rase from 10 1o
59 per ceet., that of ahares in Egvptisn companios from 22 to §6

.-
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per cent., and that of debentures from 9 to 38 per cent. Owing
to the increass in the percentage of shares held in Egypt, many cotmn-
pasios bave found it necessary to teansfor theic head offico to Egype.
Early in the present oeatury, interest and security investment received
the blessing of high-ranking religious dignitaries and were reconciled
with the canons if Idam, & farther ¢videncs of the relation between
*“ religion and the rise of capitalism”. Hoscothe increased interest in se-
curity investment, The retumns of propertios passing at death reveala
alight increase in the proportion of securities to the total valve of
property passing under the jurisdiction of the Meglis Hasby ; moroover,
thero is a larfe increase in the seeurity holdings of cosmpanies ard in
the number of persons depositing securitees with the banks both for
safo-keoping dnd aa collatesal security for loars, Finally, Egyptian
partscipation in new joint stock eompanies has iumni‘ as may be
sean from Table 11, and the paid-up capital of comparies o tirely
under the control of local capital bax passed freqn LE. 0 million in
1914 to LLE. 15 million in 1953, while that of comparies ccriainimg
capital from abrosd foll froms LE. @ milliongo L.E, 81 millicn. The
ban on foreign invesument in Loadon and the excharge difficulties of
many continestal countries bave resalted in the virtual stoppage
of the stream of foreign lesding to Egypt, oxceptin the form of direct
investment. h /

Tansx [ --Exresr or Eoverax axp Foxewoy FPawmcreariox
% vng Carrran or New Eoveriax Joist Stock Cowranmes,
19051947, L.E.

» Sowrce : Compiled from the Year Books of Joint Stock Companies
operating in Egyp,

> .
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The Bank Misr hins done mueh to introdoce the Egyptian pablie
o seourity investment, and Government borrowingto finance morigage
nettlements amd cotton purchase sohemes im the thirties have also
Belped to croste an intorest in securitios, The recont imposition
of death duties may lead to an increased demand for investment in
easily realizable form. Yet, despite n barst of Sloatation after the
imposition of the mew tanff in 1900, the pumber of new companies
registered incressed very slowly after 1905, Tt was 21 in 1957, 26
im 1968 and enly 9 in 1909, In the last few years, new capital isswes
rennisg into millions of pounds were over-subseribed within 2 short
time of the opening of setweription lxts, The pentisp demand for
goods of all kinds is so great that promoters are actively engaged in
starting mew enterpeives. In 1044, 12 new companies were formed ;
in the following year the number rose to 52 and it was 52 for the
first seven months of 1946, During the latter year, Great Britain
exported to Bgypt L.E, 4 million worth of machinery of all kinds
a quarter of which was for the textile industry. Exvessive expazsion
om the atrongth of ephesseral incroases in descand, and the current
high coat of building and equiprent are cansing some anxiety, espes
cially with regard to the textile industry where the re-openiag of ordi-

nary trade channels way eroate somre distress to high cost produecers -

(2) The Capital Structwre of Egyptian Indwitrial Companies.

Debentures.—An analysis of the capital structure of joint stock
companies operating in Egypt in 1909 is given in Table IV,

It will bs seen that the percentage of debentares in the capitalic
zation of limited Liability companics operating in FEgypt is compa-
ratively high, approximately 32 0L in 1999, It is significant to note,
Rowever, that most existing issoes are sccounted for by the Suez
Canal Company, mortgage, land and public utility undertakings.
In 1943, the outstanding debunture ssues were distesbuted as follows:
3in moetgage banking, 7in land developmaent, 4in transport, 1 in water
distribation, 8 in industry, 3 in commerce and the botel business. (%)
With & few exceptions, indastrial concerns have not, hitherto, relied

en peorcharge stock for raising long-term capital, In this, the

Mn-lzlm“odhnhun:.’“. L
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situation in Bgypt differs from that oMaining in British inlustry,
where in 19251926 it was estimated that “out of a totdl capital
of 100 wnits, ordinary capital scoounted for 47, preforesce 33 and
debentares 207, [n India, the corresponding  perventages ‘wero

Tanwe IV.—Axanyus or man Carmran or Ecyrriax
JoexT Stook Coxraxies, 1059

\ mr’m
3 Ordizary | I'reference | Dobestares
\ : Group Shares Shares owtssanding
. Lx, L.E, L.N,
1 = Agricoltural und me Bula 5,820, 80 01,0000 16,163 624
Wl‘ h h s -u " 5,0'.N ,75‘1 a l!),-((l)
Finance Cosopenien .. oo ... 66,3300« — 5,317
Raral Lard Developmest Com.
108 ... i A aiet Gaae e § S AGSEHT] 330, TH £35.400
Lnsd Dcwlomt Cosn- : ‘
SRR B X [ 440,530
: R\nl md Udlisn: qu-us 010,71 175,000 160,520
. IA:.J ud Air 'l‘nmpon Com-
.............. 1,588,240 1,500,554] 1,347 42
R-ww md Roa N.npma Coro- . 1y
L ‘ m L T e T m.“l —— - ‘Om
&n" G)EMIG - -t b mes ﬁ.o“.a“ - —y 5,5“’ .’28
\ Water Companies .. 1,0G2,87¢ - 75,612
' Cotton md &@u l’moaumg
Comparles .., 2,047,908 423,65 1.222 210
BadMic g Matariale (hmh 1,858.7 -
Food Irdnutries .o o ne o | 307,900 | — < | 5E,6%0
Othes Fpidustrial Oomp»lm - | 6,005,215} lih&.vllo(.1 L1980
) Commeroial Compus jes v | 72064080 SLIELD TGL000
3 mld w‘ B Jhel e vy mnm ‘w'm. )m‘m.
A ma“m““ By a5 !J!O.‘W 12 .m —_ "
s : Cotnpanion .. -.. S [ 3 1,10 >
y : . .
o . u,ms;u# 4,401 956127 501,544
e 65%% 0 5200
" Romvce : Compiled from the Year Book of Juint Steck Cornparies

operating in Egypt.
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75, 16 and 9 respectively. (1) Ia the US A, throughout the twenties
there was & deciine in bank advances to industry accompanied by
on inorease i the magnitede of bond-indebtedness, “As 3 result
thare was o complete change in the relatecn betwien their (the ocome

panies’ ) carvent debts im the form of wmotes snd weoounts .

payablo and thekr fived dobt in the forns of bonds and mwortgages, (¥)

Tho Snsrcial policies adopted by Kgyptian cospanics were apjro-
priate in the special clresrnstas cox of the country, 1t was quite logie
tinsite for tracaport ard other public wtility corposations to koo
debeatures, therchy rendering their espital streeture more complex.
Thoy opeestel mogopolistic franchines, and their esryings wure pot
liabld to sevore flunctustions, in view of the fact that they wore faced
with an i olastic and Meadily exparding detsand in & wectry whore
tho rapidt growth of the wrbas popalation ard the rice  the real i come
of 1the Bourgeoisin lod to isorcased expe diture on the st e of
hife. Some of the companios opoeatic g in theso felds were in the
fortus ate pouitin, of baing allowe! 1o wxploit new corcession s and to
preside over the istroduetion of now dubstitutes Gor their retvices,
aod their mozopolistio pasition. was vot challevged, Thos, tramway
companies becefited by the rodtrictions imposed on pames per Lrazspart
in the cities, axd were allowed to operate passor ger savices in the
inteewst of “ondordly wark'ng ™ and * trsrsport co-ondistion 7. Howe
evor, light naibeny undettakings havo appureatly lost their oo epolistio
boll fer good, hence their icability tu meet dobeuture Mitarest in the
interowar perkd, -

Somilerly, & was plamsible Sor moriage banks sz Tazd companies
10 s debontures becanss theiz advar ces were amply sscured by first
or secordd merigage on lad apd buollih ge. They weed debes tures
o secure tomporary accommodation axd sitoed, as for as powible, st
synohronising the maturity of their debonture issties with that of their
Jong term advarees.  On the other ba J, fow industria] ccmparies bave

‘outstasding debeotures. The west iteportant imues, fhose of the.

(1) Gamitees o0 Tnduatay wad Trode, Paitoes in Tidustrial aied Commondial B8-

clency. 1% B Lokasarnay, lodestoial Oopaaiation in Badis, i

(%) 15, G, Meaivos, Floancal Orpaaiontion snd the Feomombe Sptem, lll. e
mmmwam.—-mumm&-ih.
$0 per cent in 1002 10 aleat 10 per ceet in 1902

-
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Eastern Company and the Sucrerio-Rafinerie d'Egypte, were made
to financa reorganizmation and coesolidation schesses. That of the
Vinicole ot Vinticole served to finarce expansion ard to pay for the
scquinition of A complementary firm, In 1905, Misr Spinsning and
Weaving was obliged 10 issese debentures by the sedden fall in the value 3
of invectories, and the prevaleroe of acute deprossion on the local 1
eotton isdustry. In such circumstances, shares could only be marker od
8t & heavy discount, a course preciuded by Egyptian company 1eguls-
tioos,

With the exception of the Société Natiovale de Papier whick isstied
bonds before commoncirg operations, most issues weso made loog
aftor incorporition, and nowhere did they Squie as an integral part
of the origival financial plan. ~In complisnce with currert company
rezalations, bond irdobtedness is always bolow the amount of pani-up
capital, a fact which prevents excessive trading or the equity ard ita
sttendant ovils, In all cases, fixed charges for intesest ard sir kirg
Sund apgpropriations were found to be well below any conservative
etimate of pet eamings. For example, in 190 the prior charges of . i
Misr Spigning and Weaving for Governmest loans, bank advarces
and debasture interest amounted to LE. 178592, while not profits
after proviswe for depemistion, amounted to LK. 413,000, v

The conditions of issue of Egyptisn debestures conform to the
fasiliar pattern. However, in the case of the Eastern Company,
the nomenelature is misdesding and the debentures have the attributes
of ordinary shares, the company's 7600 participating bonds, of LE.
100 sach bleng eatitled to 40 per ceat of met profits after an initial
allocatin to reserves.(!) High derominstions prewail and izdicate
thist debantures ware taken up by large investors, O the other hazd,
whea salo to the pablic Wwix contemplated, Jow decomizations had
%0 be rewrted to, Thus, the fiest and thind sesios debentures of Misr
Bpisming and Wearirg, which were issved to the public, bad a nominal
value of LB, 20, while the second saries taken up by the National
Bank of Egypt had a vomival value of LE, 100, Radcemabilty is
the rule, and in many éass provision is made in the profit an Jors
mm.m.@mm,in which caso retiremert

PPN =

The share of the particip boads decreanss with \helr
) oy Farticpatiag naturally pari pann
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procosds regulsrly at par or intermittently in the open market, ()
Some issues aro refecmable at a bopus, but lottery bovda are to be found.
exolusively in the morigage Gedd, [oterest rutes for industrial debentures
do ot excond G per cont, while cortain bond issucs, o. g. thosc of the sugar
company, oaary the right to a variable rate of intorest, Varia®wes
in the right of Intarest for successive lomes by the sae ccanpar y ins
dicate either a charge in its credit worthis s for better or wurse,
or 2 change in the degree of ease or stringovey in the money markes.

Somee irdustrial companion have issued bords carrying a specilio
or blanket mwosrtgage as am added attraction to investors.(*) But
the intrinske value of such gesrsntoes sbowld rot be exaggorsted
ned earh case must be studiod on its own merits. The guaravtee
is coreplefe in the case of debenteres of the Keneh and Assuan Railwsy
Compuny, which are hacked by a first chsrge co tho purchase apnuity |
payable by the Government, Similatly, the assels of lard usd urban
development  comjusion ere casily reslizable in vormel times,
and s mortgage on than is evidently valuable to invetors. But
. the position of most industria) companies is rafically Jiffirent, snd
mortgage on their ssofs, while imparting a falee senso of sounty,
has little vabee In practioe.  The'r solves:y deperds op the size and
stability of their eatnings, and in the majority of cases the change falls
on fixed and highly specific assets, whoso valoe in altesr ative wses,
in the ovent of & compabory winding-np, is nezligable.(¥)

It is pow pectsary to 2count for the fict that Jebontures havo been
yery littlo waed by M‘lw Cﬂfﬂ"ll’l\lﬂw, | (™ wrorg to sssumme
that tho peblic does ot favour bonds, as there is evider fe 1o show
that in the procoss of repatristion of meutitioe, which has taken place
sirea 1910, more debentures were bought tha sheres,(¢) sl the popl-
larty of the lottory bonds of the Crivit Yo oloy Egyptios i pelOTAs.
Tho real explanation is thas the socurity structuge of limited “’Wf )
varies a8 beiweon d"?:"‘ fudds of investines t 224 sbows wide diver-
grocies batweer countries st different fevels of eoor omic Jc'nlnjluﬂ."-" "

. 3
(%) Barly redetsption of debentutes loco e vaius .
teTont TRAES |8 OXDected Lo gu up, b“':ﬂ:&‘m’..wﬁﬁ
m‘*mmm”"“m-dh’oﬁ-uﬂ&w ; ‘:‘
qltMNMaML"u 2

(4 Loval boklings of dedeabures rove f, &2 e
n MoK A Oxovoaixy, ep, at, p, .‘N-th“l&w-kl 1, (s o0
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the euterpeise, its age, speculativencss, the composition of its assets
and the vicssitudes of the trade oycle at the time of issue. In the
UAA., “ The complexity of tha oapital strecture s relsted 16 the avorage
st xize of corporations, the complexity growing as nverage size in-
areases...... * Corporstions with funded ded4 have & relatively high
atio of fixed capital assets to total assets "(Y) The vew industries
of Groat Britain, oil, motor car, aviation, derive the greater part of
their investible funds from the saloof sbares. Similarly, the eapital
structare of the older formes of enterprise in Egypt is more complex
than that of the new and untried ones.

Applying the above eriteria to Egyptian industrial companies, we
find that their simple capital stuctare is due, is the majority of cases,
o their roliance on the resoutoss of prosooters and the rednvestesent
of eamnimgs. Under thase circumstances, the surveyors of finance
aspired to a higher messure of control than is afforded b)'f’d’“ tures,
Moreover, the majority of indastrial concerss are of qllllde rocost
origin ; thus, in 197 out of the 52,000 firsms which indmtol. the date
of foundation, 55,000 ware less than teo years old. It was wise Lot to
eaddle the eapital stractury with fixed charges at a time wheu ‘hv.dlf-
ficaltios of growth asd the preseace of & large olemeont of uncertamty
were most feit. This is the mere so in view of tho high mortality
- wate among indestrial asd commarcial compavies in recent years.(®)

In the Jater mages of developmest, lsdustrial companies may safely
wewart to debastures as a svurco of long term erodit. In most countrses
it has boen the practics to stars with rething but ordinary shares and
with the developssent of capitalist enterprise, to proceed to preference
shares and debentures.  With the increase in the demand for investible
funds, the joint steck company form of organization becomes the
st conveniont devics for spportioning risk, income ard comteol,
ardd the maltiplicity of secarities(?) which it makes possible, enables
the investor to adjust his holdings with regand to security, speculative-
~ weas and profitability a3 to conform to his subjective soale of relative

™ W, Cuvzecy, Tha Pattecn of Corpoeate Financial Structese, p. 108,
ﬂhmmtdm“moﬂo of LE S
mmillicn coased to exist. [t is o 10 disgover far warly demise war

doe 1o abecepbion. :

™ "Dy the duuwuwww
wisloas, the bo ol i alaowt as many w8 there are investars =, CH. O,
m.u:mv-m o
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valustions. Prior charge securities aro the most appropriste device
for solliciting investors in the Jower incomne brackets, Thoy appeal
to the investors whose aim is 1o combine a stable, albeit moderate,
retarn with & reascsable measure of safety for the principal.

Nor Is this all. The mesance of small denomination debentures
gives the mvestang class & wider range of choice. 1t permits sotno measure
of diversification of holdings and teads to widen thecirclo of investors
by catering for differont attitudes to risk-bearing, Moreover, “ diver-
sification & a very effoctive esethod of reducing risk, s effective, indeed,
that it may well be said to ba the foundation of investment™ (*) Astute
promoters and exocutives should make debestures ps sttrsctive as
those of Gover.maost, which are exempt from all taxation, or those of
mortgage banks which hold out the chasco of & fat Jottary reward on
redomption. Similarly, they may be advised to experiment withparti-
cipating bonds and bogds convertible into stook at the opticn of the
BolMor, The choice of securities must be guided by the state of the
market asd the cotton situation. In well-developed eapital markets,
oquity stock is favoured in times of good trade, white during the * down-
turn  and “dJepression ™ phases of the trade cyele debentures prodo-
mirate(*) Company oxecwtives should make a choico between
renewable short tarm loans and funded dala in thelight of Ractuations
in the short aal loag term rates of interest.  Firally, certain develop-
ments may favour su increaso is dobeature financing. The growth
of the basiness of Egyptian imsurance companies and the establiskment
of investmeot trasta would creste new denand for fixed imterest ve-
ourities, Some of the bonds of industrial oompanies may be declared
trustee seour ties cligiblo for investisent by Post Office Savings Banks,
the Meghin Hasbi and the Trade Unions. Mereover, the astabishament
of an industrial fi ance corporation would be of groat belp in nsarketing
the debestures of concerss started wrdor its ausphess, :

But it is of the utmost importance that the limitstions sed dangers
of debenture Smas<ing sbould be clearly grasped both by promoters

. and by theinvedting public. Tho ndvastages of debestures are unduly

() Jtid., p. 18 i~
(M 1n times of depeemice, avestoes Jonn contulesce ks
pey “m‘huﬂumumzﬂ":‘- o
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exazgerated in some text-books of Egyptian Law, which draw a clear-
cut istinctioe; Betwees investmont and speculation, or between safe
and speculative secerities, with debentures placed in the forme category,
Sech a view is erroneons, as recont financial history shows conclusively
the fatility of the legal cozcoption of 3 ' skarp dividie g lire resognizing
tho bondbolder as & Jender of capital and the stockholder as & quasi
partoer in the esterprise.” Ecoremnieally, the line of demarcation
belween the two has bocome increasingly more blurred, especially in
poriod of Srarcial stress. (%)

For in such periods the deforiorstion of earning powesr strikes
sanultaneously at allclassesof iz vestors, Froquastly,the machivations
of dirsctors foree bolders of prios charge securities to sortes der nrrears
of divideads in order to pave tho way for a fresh start, erablicg the
restmmption of dividend payments all round. Two instances from the
reomit history of Bgyptisn Company Firance may be cited 10 illedtrary
this poine, Oa July 16, 1902 the Société Anonyme des Cheming de
Fer de Ix Basse-Egypte deposited its beoks with the dixed Courts,
with a viow to resching & " Compromsiss * with ernditor azd debentury
Woldors,  An agrosmsent botwnes, Egyptian Delat Light Railwiys sd
debenture holders'for & momtarium is respect of the interest dee on
Outober 1, 1900 was ratifisd at & meating of debestune holdess heid
at the tims. O may dd,in pare thesss, that protective clnisses miven
to dobiature boldos again powmsibla deprocintion s the value of money
are eyanlly irampled npon, ax witees the ahrogation of the gold clause
aftor Egypt's degartore from the Godd Standard in 1901

From n wider posut of view, there are dangers in tho SXOESEIVO MRUO

of dobenturos in. periods of Hslng prices. This wax amply proved by
the dificuitien experiencod by Laneaskire in the slemp of the early
twentios when taxtile cotspanies wern alvenely aflcted by tho
incrensod reol burden of fixed fnterest ehurges. Moreover, the s
tence of & lang mam of funded dobe introdices an element of rigility
i & county ke Bgypt, where the nationnl ineoma varies widely with
eharges i cotton quotations, Finally, the exister <o of a large budy
of indebtodnew aggravatos the downward spiral of deflation, as
was amply demstentod duneg the Graat Depressice . (%)

(%5 = Boasads o vt affond salbciont pevtestion ..d-’ah";u—puu for the

wrveider of the profh slement” Ghaan aisl Iobm, Seearity Asalysis jp. 33.
11 G, veor Hanshues, Prosperity and Bopevssin, 117,
. . ! = .
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Preference Shaves *

Table TV reveals the comsparatively small part played by prefererce
shares, or actioss de capital ns they are called, in the fimwncial schetmes
of Egyptian promoters, In 1943, there wore loen than 20 instances
of companies with outstanding preforesce share ismes distributed ae
follows : 1 in mortgage bankieg, 3 in land companies, 3 in transport,
3 in indusdrey, 3 in commerce, 2 in hotels and 2 mining, Cumdative
preforaice shares are the rule outside indestyy, axd thero are a fuw caves
of the participating type, notably that of the sagnr comspasy, whore
shares arv o titlod to au initial dividend of 5 per ot and 1o an additioral
2 per co 1 alter the payme-t of a stipulated sum to ordicary share-
Bobdesx. In many instasees the statutes provide for relcematility
at par or st a premimm. The shares of the sugar company, for
instance, are redosasable at o premium in the evert of winding wp,
while the prefeconce capital of the Cairo Water Company s redostued
by anpaal drawings. On redessption, shareholders ueually receive
" actions do jouissinco ¥ entitliryg them to a deferted shave in profits,
presumably as compensation for relinquishéng a profitable investement,

Variows motives have lod prometers to bwove preference shares,
espeaially in foreign oapital markets. In the first place, comparios
forssed o axploit reversionary comeaedons in transport, public utilities,
as will as mining compasies exploiting wasting awets Jdeorsnd to ex-
haunstion have found it suitable to isne redecmable prefercaco shares
with the intant of refusdisg the paid-up capital durmg the tenwre of
the comeession or the working life of the mine, Secondly, redecsnable
preferimca shares wero issued 1o secure lomg torm foxns or 1o obviate
the need for ranewing shoet term loans, prefercuce oapital beng ex-
tinguished whan there was no further need for the furds, or, us in the
o of the Filature Nationale 4'Egypte, converted into ordinary
shares whes the meed proved 1o be more persmanent than had been anti-
cipated, Thindly, as in the case of the sugar company, prefercmce
sharas wure alloted to ereditors with a view to alleviating the burdes
of fixod charges. 03 ia recrganization in 1906, the company’s capital
was redwoed by two thirds and then incressod by the issue of preferccne
shares o the tune of LB, 923,636, It waa then found necomary to
give new shareholders soma priority over Mm.thu-p-y
had fallen on bad tone, (%)

s Jotr b A i ""“u"“"‘-.....m‘;‘.’.".’.’.’a'?:&“"’"
which oodd net in the immmodimte frinre carn dividesds, (xtored on oI
ahates wan fooquenily out of capilal. Later, wader the atrons of circummtances

¢ and prefarence sharms devebiged. . Evass, Britleh
g:mnmsmump.q ) °'
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Fisally, the motive behind the creation of preforence shares “was,
on ooceasion, the desire on the part of prometers bolding founders”
and deferrod shares to teade on the equity, henoe the small proportion
of ordinary to total capital, including debantures in the followng
companies (Table V). Naturally, under suob arrangements, the profits
and loases of ondinary sharebolders are magnified, In succensful
eompanies, the slice accruing to erdinary, deferred and founden’ ahares
has Been considarably out of proportion to their comtribstions. ()
Conversaly, stroctural changes and the worsening of conditions of
demand bave lod to disappointment in the transport asd cigarette

As i the case of debentures, the comparatively little use made of
proference shares in Egyptian joint stock compar’y fisarce & dee to
the fact that industry ix still in its infancy, and in the initial sages
only esterprising investors were stiracted by pon-agricalteral fields
of investment, However desirable diversity in capital structure
may be, the absenco of large profererco issues has pome countervailog
adwvastages. It obviates rigidities amd accmmulations of arrears.
Mororver, prefeosce share holders relinquish ocortrol ard the chanoe
of large gains in quest of illusory stability. Their i, torests aro ussally
sacrificd whea roonganization schemes are worked out ;i the prooes
of adjusting skareholdees’ rights intar se arrears are usnally wiped out.
Thus, Light Railwav Compunies which fsmed cumulative preference
shares st a time when they sajoyed virtunl mer opoly have recently
suspesded the paymaest of divideeds.  Arrears due to the pre-
fateace sharehobders of ‘Egyptias Delta Light Railways amounted to
LE. 1158733 fn 196243.() The Sociité Anonyme des Chemma
de Fer de la Basso-Baypte has not paid dividends on prefecerce capital
since 1900. The preferesce sharcholders of the Roesitéd Myﬂ:d.
Drogacties do I"Bgvpte have rocectly sccepted a scaling down of 7004
of their participation.

Moreaver, unless they have some sort of va'oin & pﬂ)‘«li" covenant
the interosts of proference shireholders puay be siverrely affectod
and their participation diluted by the issus of higher rarking stock
or mortgage debontures. Fisally, the cooflicd of isterest between

-

) In E042 tho ordineey dividerst ¢ /lhe Scciitd Egyticane &' Elctriclié amonnted
£0 P.Y. 190 while thaz o spmfermngs shares o e sams soaiaal valse was only | T 31,
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non-cemolative prefecerce sdarcholders and ordir ary sharebolders
which arises whonever profits are insdegiate to provide both ‘with a
dividend, is usnally resolved in faveur of the latter, profes beirg
withheld until they are suficient to provide junior stockbelders with
a dividend, Nevertbelew, in future preferecoe sheres may be expected
to play 4 more importand rolo in Egyptizn indudatial firsnce. For
to solliit the lowes ir coma sirats of the public for particpation, greater
varimty of securities must be offered. Sheves, having praonty as to
interest and principal ,appeal to those who prefer & modesate Jegree
of risk-bearing. Furthertnore, owa g 10 the fact that the law sets »
ceiling 1o corporate borrewing in the form of debe tures, thowe
compario which exbaust their maximum may decide to experiznett
with preforecce shares.
Ordivary Shares.

[ has vien stated peeviously, that the ssaple Swancial strocture
of Egyptisn coxpunies & dus to the mm;nndwly resent growth of
industry. Canscious of thy faot tht prior oharge financing presupposes
stable exrning pawer, peomoters have not thought it fit 40 burdca
the compadies with fixd charges early in their life, We have s
that sarly investors oame from the ranks of the will-todo ; honce
4 prevalonce of high denomination shares which might seen: & paradox
in & pomitry charactarizad by o dearth of investoes. Of the companics
opirating in Exypt, those #sated in Bagland have a lower nominal
sharg value than those 8:ated in Prance o in the local market. Follow-
ing the French Inw, Egyptian conmmercial codes peoscribe high deno.
manstions io,, LE, 4, presumably to dissourage gambling aad the
extortion of mosey frotn the poor. Now the Jaw may have served
this parpose, but it has foroed promnoters to forego one ot the major
advantages of Corpatation finance, namely the mobilization of small
sevingee.  Shases of smaller denomisation, e, LE. 1 would be more
appeopriste to Egyptian comditions ; for the smaller the desemivatios,
the larger, other things being equal, is the range from which in vestors
can e drawsn.  The fact that the vast ssajoeity of comparies have

nﬂodwhudthlml@djm,f and that many instarces
of downwerd revision of denomination, .. splitting.up, are on secord,
are indications of the need for a revision of the legal mmimem. It
may be wided that €he exiwtence of high denomsination shares is, in
imhnon an indieation that the steck of the mmpanies conoerned
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The current company regalations peovide that is the event of the
initia] capital issue encountering an inadoquate response from the
patiie, the veatere must be dropped and all subscriptions refunded.,
This provision is respoasisde for the fact that promoters endeavour
to start witk a yory small initial capital, asd, once the comwpany #
legally constituted, to proceed forthwith to increase the capital. Thue,
ths initisl cagital of the Bociété Vinicole ¢t Venticole de VEgyvpte was
ouly LE. 20,000; it was raised in the first year after incorporation
to LE. 220000, Sowme promoters side-track the law by inviting sele
cription to a small initial expital while scoopting all applications re-
ceived in excems of thy amount ofared, Tt s usaal for promoters ad
their spossors to provide the entire imitial capital and ooly to juvite
public subjeription after the concern is firmly estavliuhed. Among
the reasons for the smnllness azd frequency of capital s () a%e
the private placing of shares and the absence of under-writing facitities
at ressopabds Fates, protecting the promoter agaiest the failure of an
Important sees owing to imum:imbmpom on the part of investors
or the sadden sdvent of & erisis in the money market. (¥) In England,
o@ the othar hnad, undeswriting facilities are provided by syndicates
of flnanclors, investeent trusts amd fsvarasce coar.panies, snd sooe
companies operating is Egypt with funds raised abeosd. had aceess to
the undecwriting faclities of London, The Mar group of oympanies
has boen fortamate in that the Bank Mise was always ready to taks up
any sasetocrived part of the issues, with the ingoition of sellirg the
secerities later om eithar in the open marke! or by instaluents over
the commter. It must be noted, at this jusctare, that the intreduction
of spocializad underwriting facilitios ix Bgypt at present is impeacticsble
owing o the sarrow extent of the market and the hazards sttendipg
the uederwitimg of newly established companies without past records.

It s not wamatural is & countey passing in the early stages of capitalist
econoiny to fisd many cases of both over and under estimation of the
initial capital requirements of new companies. However, instances
in which the initial capital is soon exhausted and the company is left
high and dryof fnndsmm&eqnmﬂ Errors of underestimation.
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leading to frequent isswes in the early stages of new companies, are
due to lack of knowledge, insdequate plannisg, unforeseen difScultion
of axploration eatadling izerensed prolimisary expenses or to fortuitons
occurrences such as the outbreak of wars and the advent of sudden
changes in the lovel of prices and costs. Comversely, tapital estimates

too high in some cases, whereapon the managessent oither made
80 further calls and reduced the nominsl valwe of shares or refunded
part of the capital subscribed, In Egype, 2s in the US.A. bat unlike
the practioe of British promoters, there is & prejudice against the issue
of partly paid shares despite the convenience of dividing shares into
Seccesaive calls 10 meet experaes as they fall due, thereby aveiding
*he accumulation of idle funds, Neatly the totality of isued capital
b paid up at once, and only in banking and insurance doesoneencounter
instances of savessable shares. Thus in 1943, out of an Ssued capital
of LE. 16 million in the industrial group, L.E. 15§ million was fully
paid,

The initinl capitalization schemes of 3 number of companies cortain
propesty shares given to proaoters and vesdors for consideration
other than cashk. They are frequently resorted to for settling the
olaius of sharebolders in constituent firms in the eventofamalgamation
or merger. In such cases there is an inkerent risk that pronoters may
write &p the value of assets, especially whes large sumsare clasmed
for goodwill axd other intanginle itetrs in periods of good trade, when
judgemens is temperdd with optimism. The resaltantSwatering of
stock hawpers the payrent of dividends and forces a scaling down
of capital values such as ocourred in the caseof the Bastern Company

 the Ssgur Combine asd Amociated Cotton Ginners of Egypt. ('
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CHAPTER I
Tre Carrras MAXKEY (comtd.)

It is sow proposed to cossier three problass connected with the
capital market, namely the financing of the growth of joint stock
companies, the marketing of securities and the control of investment.

(1) The Financing of Groseth,

Witk a few exceptions, most industrial companies do not endeavour
to ssaintain & stablo rate of dividesd but vary it from year to year
sccording to eamings and the state of the cash reserves. The extent
of fluctustions can bo seen by comparing the meagre distributioes of
cortain companies in the Iste thirties with the hberal wur disbursements
However, snecessfinl companies retain a sizeable proportion of earmin gs
in reseeves of varous designations : gemeral reserves, special reseeves,
contingenoy roserves ard dividend equalimtion fusds. Table 1 gives
some wWea of the extent of ploughing back of profits, but complete
data is lacking owing to the fact that sonse comparies <o 1ot file ba«
lanco-shoets with the Ministry of Fimarce. In 1943, the ratio of or-
dinary corporaté surplus fess accummlated Josses to capital was 1204

Taner L—=Ixoustmaan Conraxins : Carirar, Reserves, Destnonorep
Prorrrs axp Paorrrs Caxxren Foxwann, 1943

(") Accemalated Josass LE. 47000,

(M) Accwanisted loses LLE. 532,000,
Seurce : Compiled from the Year Books of Joint Stock Companies
operating in Egyp,
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in the sugar and cotton processir g indwstries, 1994, in builling materials,
1004 in food, but minus 0.079L i the rest of industry, The last figure
i, Bowever, misloading, owing to the cxistence of wide variations,
Sowe companies have large accumnlated funds while others have large
accussulutod lossos, (F)

The disclosed romevos of wdustrial companies omerge 3 2 result of
the issue of shares a1 a promism, tho revaluatior of assets, capital
gains arising out of the disposs] of sssets or tradieg i the coanpen y's
own sloek and of course out of profits withbeld from datributon,
Alzost all statutes provide for a fixed appeopeiation to reserves, varyiog
from 510 10%), of vet profits.  Sowne statutes empower the mar agesnent
to distribute the e tire profits, ceco reserves roachieg a cortain per-
co-tage of cagatal have been accummlated. o the history of the lase
dezados and ogecially during the recent war, there have bess: numerous
Eatances of corporate sarplus beicg capitaliznd throsgh the dsue of
boties shares, while in some instancm profis were used to libarste
the u paid part of share capital. Thus, in 1913 the Filature Natiorale
I"Egypte trebled its capital by appeopeiatioos from the profits of
the flaancial year 19171918 In 1943, the Trdustries Meunibeon
d"Alexandrio doubled its capital by convertir g part of the extesordinary
resecves, nod new shares were distributed pro-cata smor g sharehodd e,
Other importast instances are those of the Boridté Egyptieate de
Micotorie et de Sios, Egyptian Salt asd Soda, the Filsture Natiooale
a>d the Todustries Fibres Texties,

The awtives buhind the phoughing baok of profits and theis subsoquent
capitalizstion wre hetarogencous. In soeopolistie concoms, it is a
conveninnt device for avoiding charges of profiteering which arise
whesever divideod distributions bear & high pereortags to capital
aod ket quotations are deomed 100 high, In indestries oparating
udc&uorqulatioa snch raisiog of capital mAY opetate Agaiost

of eonsumers if the companies are allowed 10 charge prices
or rates, sulicient to gusranteo a fixed rate of Ederest on an
infiatod capital mrecture. It issometimes resorted toto defrasd the
axchequer, when the latter’s sbare in peoSits s as agreed percentage
aftor a stipalated initial dividesd is pasd on existing capital. But
asido trom these less<ommendable motives, the maie ressons for

~

. in 1060 tho Netoe Glansclis Company had accomalated lossss amvesiing
p‘l‘l‘m '
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withholding peofits are (o) to finance the growth of uedertakings acd
the oxpansion of productive capacity, thereby escapirg the cost and
uncertaicty of new 1swses, (8) to add to the working capital, {0)to provide
for stability through the creation of dividend equalization funds and
(d) to write down the book valee of intangible assets, (1)

The polioy of ploughing back profits has been of paramount importance
in financimg the growth of industry in mwany countries, In Great
Beitain “until about 1835, firms were largely self-fizanced out of
profits . (*) Muny irdustries have expazddod on the srergth of
scoummlated earnings without muoh reliance on the sale of securities,
the outstanding example being the phocomesal growth of the auto-
mobile ivdestry in Great Beitain acd the US.A (") In reomt years,
corporate savicgs in the former country have bocome the principal
source of savip ge, and in 1964, out of total savie gs of LE. 379.6 millon
undistribated peofits accousted for LE, 106 million. {*) Acconting
to Mr. J. Ellweod Amon, 4], of now corporate capital formatios in
the USA., betwean 1923 and 1920, eame from corporate saviegs whick
mmounted to 404 of net peofits. (%)

The practice of self-financing has recently come wrder heavy fire,
and the ill-fated urdistributed peofits tax im the USA, (1855-19)
was the eulmioation of & campaign agninst it. Tt was conteeded that
the sovercigrty of sharebolders is infrirged if they aro made to save
agairst their will.  Usdor the in flwence of monetsry wnder-consumption
theories of the trade cycle, crassn) speriding wos sdvocated ns the
remed v for trade depressions, and the exuphasis was shifted from savieg
to spending.  Morwrver, speculative bolders were opposed to the prae-
tice, as their irterests were better served by a policy of liberal dividends
with the prespect of capital gawns from stock-appreciation.  Fuslly it
waa alloged that the reinvest e £ of exmings by ot stock companies

() Tn Fgypt, = Low sockitin nouvelben Men plodes se sourient Jon Jo dltribeer des
dhdqdr%l«dh‘«-ﬂmum-ﬁ-pnm
ollva acchmukinl des reerves da Oivelopger Tour moyen d'sctions . “ T, Avies
Placemet do Yalours Nokilives, Yypte Contemgoraine, HOE p. 472
(") Coxrroy amd Bory, Beitid Indmiry. y. 180
) L. M. Ssueeen, A Fisanclal History of the American Automsbile Indestrys
™~ =, .

. Crane, Natbsonl Incsswe snd Ostlay, p. 155 Tho ciher tws Lifpectant chan®
u::'-c:-uh- savirg funds of Bocal autherities arml savivlg for sarwrity pat-
posen by the Mwm

() The Ecopomios of Osefarate Savirg, p. 130.

.
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leads to a malMistribation of the supply of investible funds. The
twin endsof a ratiomal distibution of recources, ¢.¢., the maximization
of returns of eapital and the equalization of its marginal productivity
betwoen different wses, would be stultified if eotreprenours were i a
Position to obtain oapital without being subjected to the sepreme
tost of the market rate of intarest, especially if they reinvest retained
profits in a declining industry.  * If capital cannot be obtained at the
market rate, then it is & sign that fuvestors thisk that capital has a
greater productivity elsewhere. (1)

It s pow neoessary to oxamine whether such strictures regarding
the offects of self-financing on the mobility of eapital and the Sexibility
of the eonomic structure are germane to. Egyptian conditions. It
is submitted that im Egypt questions of expediercy outweigh these
weighty thearetical cozaidesutions. In view of the bigh cost of secering
capital in an imperfect and deficient market, and the difficulties of
obtsining medivm or long term credit from the banks, it is e to
contend that self-financir g withholds part of the supply of saviegs
from the market “ whero the floatation of now securities should nocederate
the fow of capifal into those undertakings which answer tho groatest
peod and recand its Sow into thowe o terprises with o justification
for avpansion ”. Morcover, the muajority of Egyptinn kdustrial
companies are small family eonoesrs fulling estiroly under the centrol
of majority owners, and the distribution of available profits reflects
their sealy of relative valuation. In such eircumstances, * The legal
distinetion bet ween the smaxll company and its sharebolders is, parhaps,
of minoe importance for oconomic aralysis, simce the bebaviour of the
company is likely to be dictated by those who have provided its ro-

sourem.” (‘) ln the l.’s“. mmﬁm, it is open o tw who l’i'."
prove of thn dividead policy to organize a fight or look for alter: ative
smployessat for their funds, Fially, the stipulstion as to resrves
is always embodied ks the memorandum of association which
presusmably consulted by sharelolders.
(2) The Marteting of Securitics.

Mostion has alreidy been mado of the practice whereby syrdicates

of promoters ard their backers, staking their funds on new Ve tures
in the hope of Capital Appresiatior, subecribe the entire initial capital

'} R. ¥. Yowren, The Deprociation of Caplial, . 111,
B, 8 Evwazss, (a & reviow of My, Ame” Bock, The Economies of Corperate
»

Saving, Ecop mica, WO, p. 104,

.
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and 2odd the securities until a public iwwe is made. Thus, of the
150,000 shares of the Gabbary Co., 134 250 were allotted to Mr. Bacos,
5,000 to Mr. Salvago, while the remainder was taken up by the five
remaining signatories of the memorazdum. No pablic isue was madeo
on the cothgany's tseeption, but Ister on the LE. 5 shares were sold
i the Bourse for L.E. 12. The original eapital of the Bank Misr was
sahseribed by 125 persons (average holding L.E. 640) and, in 1922,
the capital of LE. 249,184 was divided betweos 6,730 sharoholders
{sverage L.E. 40). (!} An aralysis of companios flosted during 1943
shows that the number of original subscribers ranged from 7 to 24,
Sometiznes the original sebsoribers recain large bolMiegs and after
ceeatiog an interest & the Company’s paper by propagenda, wash
purchases and matched sales, procesd 1o unload at a peofit,

The tost provalest method of Scatstics s that of private placg
ard the sale to existing sharcholders especially when the statutes
provide for preemptive rights, in which ease shareholders are allowed
to subscribo to new isetes in the proportion whach their holdi ps bear
to outstanding eapital, Such & practice is a safeguard against the
dibstion of sharehoddess’ rights"and ensures thest u fair share is the
cabanced profits if the enterpriss turns omt to bo suceessful. In some
industraes, shares aro very elobely hold and the seonritios of the swaller
compandes aro ot quoted on the stock exchange but are dealt in privatedy
over the counter, ot in the coulises (Hors Boswsre) by beokurs, owing
to the limited interest JILM in them., Unbisted securitios are
naturally Jess liquid, asd their market & sarrower than that of the
listod ones os their prices are reconded only in the private bulletins of
stock brokees.

Direct oatation by-unofa prospectus bas hitherto been n com-
paratively rare oocurresos, exoept for the large and well established
copapanies lsunched under the suwspiom of powerful syrdicates of
promoters. This is dwe to the smalluess of the circle of investors
and tho fact that small issties cannot bear the high advertising and
underwrit ng costs, which togethor with other prelimicary expeoses,
raise the real cost of peocuring capital to small concerns, Moreover,
mnall isues do pot guarastes a eontinuous market aed, if qouoted in
the exchanges, would bo subject to severe fluctuatices is price.  Never-
tholess, with the developmest of industry, the numbe: of securities

() T 1904 thoee wers .50 sharebaldoty (sveenge boddisg LLE. 1000

.




4 L'BOYPTE CONTEMPORAINE

listed on the exchanges has inoressed steadily from 19 in 1903 to 144
s 1930, and ‘most of the increaso has bean in the industeial and com_
maorcial groaps. Ir the lattar year, only 20 per cent of all sccuritiog
bated was not traded in the bosurse or “en coulisses ™, but only 101
out of the 336 corppanies in oxisteece on Decexnber 31, 1490 had their
socuritied lisetd in Brypt ;1) the reo-disted securitics mostly in the
industrial and comesarcial groups, wore nover the subject of & public
jwe.

Carrent regulations require companies making public isues to
apply to the Bourse for listing and permissice to deal is the rew se-
curitios, within one year of the date of issuo ; and it may be con fidently
anticipated that with the growth of the Evestinest Jabit, the stock
exphanges of Calro and Alexandria will bave a major role in appraising
oxisting securities nnd in indicating vew lnes of invesdmert. As
they rowstand, both markets are octirely under the coetrol of forvigrers,
ared thore is zot a single Egyptiso rame on the list of brokers, ‘The
whole basiness is enslironded in mystery and the pablic Jooks epon the
Stook Exchanges ss a high class genbling easive, The lar puage
of dealings, forms ard corresposdes co is Froneh, ard sotil 1940, quos
tatioss wero mado in 4 galaxy of curresciee,  Moreover, it is felt by
many that theeo is a wide disparity bat ween the knowle'gn and infor-
mation ovmmanded by dealers cn the ore bard and the investing
psblic 0o the caber. Such & state of affairs is pot conducive to the
rapid davelopanent of scurity investmest.” Tha langeage of the latd
sbouhl gradwally bacoma the offieial lasguagn, and Egvptia vatiovals
must b allowed in a0 as to dimipate the prevailing fecling that the
fortunes o investaoens in Egyyt are exelusively in the kasnds of forigness

Firally, mestion ssest bo tmade of an isstitwstion, fosod in the
cayiial makets of Barope aod the USA., which may with advantage
be lotreduced in Egypt : vis., isvestment trusts. They act as inter.
mediarios betwena small savers and the capital market sxd the large
‘ommareos at ther command ensble them to roeruit able fuarciers,

amd to wadortake largs investmest operstiors o & more diversified
bhasis than their sharedobors aspire to do oo their own, Tho trarsfer
‘of risks to specialivts and its diversification Jead to & reduction in the
tisks of bolding securities, expacially as their portfolios icchude

) » : a 5
"‘ﬁi’m- Lo Valwsis Maldlulons r
v&xx P B Yl oo o Fgyple, TEgyte Costem<ainn,
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Govertment securithes, commercial and industrial scourities involving
varioss dogres of risk, These instituticns are amivently suitable
for the economically backward rations, where the public is Blissfolly
igrorant of the jargon ard irtricocies of investmoert.

(%) The Controd of Investment,

Until the fime World War, the Egyptian saving public, corsisting
ahoost exlusively of rieh lard ow. ors andd merchants, did 1ot ma: ifes
any resdiness to invest it industry or to ploce its funds in stecks and
shares. The inter-war pesiod bag, however, seor the beginnirgof tho
process of depersonifieation of the saverdvedor noxus, elarsctoristic
of capitalist wecioty. Aanceg the factors resporaible for this dovedops
ment sy bo oited the gtowth of 1stiorsl corsclonstes, the collsjue
of agrionlt cre, the etnergerce of a professional class 1ot soqualnted with
agriewlturo ard the spread of edncation. The invetivg habit may
cop fidertly bo expected to grow and to filter down to thelowur iv cotne
. stedta of the population, and this raiss the question whe ber it is
dasirable to tighten the axbting legal controls oo iz Volioe ¢ in joins
stock ocanpanies, At presest, thow are cortained in o few eriicles
in the Morcantilo Codes myl in 2 serdes of minkstesial eodis nrces
peuteealpated] picce-aseal sineo 18000).  They deal with the forenstion of
ooampanios, the protecton of sharebollen' equity and ewlody certein

i .pobﬁral W to ansuro s share for local upifn]u T bbau',

(#) Formution : Article 4 of the Nutioval Mercantile Codo (article
46 of the Mixod Code) prescribes, as n conditon preceloct fur the
establisdanest of & pow compuny, the pmnulptu of & royal decree
approvis g the mosoorazdum axd antiles of asociation ard authorizng
tho copnpany to commenco busivess. The yrocedire is fr peomotens
to apply 10 the Presidescy of the Couned of Minkters, wrivich refers
the application to the Lagal Departineet, the Contecticux do I'Eiat ;
tho lstter axamines the relevar ¢ documnents with 8 view fo ssceriah g
whothor the legal roquiremets are complied with before secilic g 1he:
- application to the Ministry of Firarde wheen o speois] ctminitt e sora-
tinlses th Bianeial structure and provissons, If everythis g s fonad
in order the requisite decroe ix dnund, This combiome procedsre
should be simiplified by forming & jeint comssitten dthdmﬂmu

iy Mh&ud-ls -E:;-m»m»-_m
Wowever, in
Iqx with the local commerncial trilenale
<
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wecarsod in osler to avoi) departmertal procrastiration, “The delay
wn bosi g the rogubsite devien may cause seroms @nbarrasjuent to
promaders, it view of the legal stipulatice. that st loast a quarterof
the subscribed capatal must be paid up before the application is filed ;
ix somne <ases, large sukss may be imsmobilized for 3 Jorg time. It
i also recasary to provide adequate safeguareds agninst politics)
abuse of the power to withhold registration (1)

(&) Peototien of Investors: there are miscellencous provison
for ascertanirg the bor s fides of the esterprise and for protectieg the
oquity of shareholders. Ir the first plece, the ismed capital must be
estiroly subscribod, ard at least 20 per cert of the reminal valee (si-
pimen LE. 1) paidup before the congary i legally conetituted (*)
Promeoters mut file, with the application, an affidavit to the effect
that this peovision has beer complied with, together with o list of sabe
scribecs showing the number of shares allotted to each nnd a cestificate
from a rocopnized hank stating that the statutory minimusn sebs:rigtion
has bees deposited with it, The memorsedum aed artivles of suocin.
tice, together with the Jdecten cosstituting the company, mmst be
publisded in the “ Jowmal Officiel .

Secordly, the powers of the goneral assembly to modify the me-
morarduen are clostly exunciated. It may rot effect oertuin medi-
Roations, eg., inerease or de=ressc in eapetal, amalgamaton with
sceiber copiorr, usloss it is given explicit powers o do s in
the msmorn dum, Char ges in the approved scheme of ditribation
of profits reysire the corcurrerce of all sharebolders, preferiece md
ordicary, as wall as holders of “founders ™ sharos, Certaln modi-
Seato s, wech ax the altorston of the object of the compary, require
@ special qraniss acd o specal majority of those precen b and voting.
After i porporatice | the cosopeny is debarred frem usuit g shares ot
a discount ard frmn Wsnicg pvow secartios carryis & privileges or 'im-
miu; ies erceedii g what is enjoyed by thom s esiterce. Ti erder
to mvoid womsive recourse (o prior charge firarei g, 1 ow dobes turp
issues must bo aac ctice o by the Auciebly snd may rot exceod the

peid-up ¢apital ot oy time.
Fually, a nmober of i terestirg provisicas regulate the iswe of
foundass’ ahares acd action s d's prot j.e.obazer s’ for ook siderstion

ﬂsmwummm.mhm”msuu
ated wgly resmonry are cifs .
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other than cash. Tho former may pot bo isued unless provided for
in the mesoransm and can cnly be given ii exchasge for patests,
oomcessions or other intangibls, the pecuniary valwe of which s dif-
ficult to sssess.  They participate in profits only after an initial dividend
of mot loss than B per cest Bax becn distributed to sharcbolders, and
then, the'r share may in no way exoeed balf the remainder of profits
avadlablo for divilesd. Farthermore, founders’ shares do not carry
the right to vota, Tho “actioms d'apport ™ are not transforable within
the fint two vears after registration. As in the case of fowrders
shares, de'ails of these “real  shares must be cmbodied in the mme-
morandum ; and the issue of new ones, within the first two yoars of
the compuny’s Life fur consideration exveding 10 per cect of the capital
roquires the sascion of & special majority of the geueral assanbly.
Moseover, promotess mtest apply to the Preasident of the Local Mixed
Tribunal for the appointment of experts to evaluate the yroperty
takon over, if, at the first meeting a quarter of sharehobbers, ow, ing
10 per cesst of stock, axk for such procedure to be sdopted. The Statute
Books of maoet countries etsbod y similar theoretics] safeguerde demigied
to carb the abases connectel with the ismance of property rhires
and prokibiting the issue of shures not represesting & corrasponding
coniributon to vorporate capital. In the USA such safigeards
are insorted for the pretection of creditors, Thes, “if a ecompany
falls into bankraptcy and if it s detarmined by (ke treatee that the
dizectors paid eme million in stock for property which was wosth to
the compuny 0o more tham 100,000,the conditbon of legal over-valuation
is presest, and those peesons who have received the stock in paymest
for property at this axcosive valsation, may be compeliad to poy,
if thayare ablo to pay, such part of the axeess valer =2 may be 1 sconsary
to pay the debts of the company.(*) Bat it is edsy to exugporate
the significance of these safeguards asd to mminsizo the obvious techoieal
deffieultion involved in their eaforcement. Such intangible elowents
os goodwill, based as they are on edimates of future profitalidity,
do npt lowd thomsleves to oxect mossurement. In the jedgment
of investors, peyshologial factors terd to outwegh any dispassiorate

. apprabal of the technical fictors of security amalysin. Morwoves

the istollign s wanipalstion of scconts, skilful widow dresing xrd
the pavoi iy of published data are aggravatieg factors. In the dalicce

(*) Mesd and sthers, Fhe Husiarms Corperation, p. S0
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sheets of the acquired concems, samings may be fictitions owag to
insdoquate provison for Jeprecistion, Fisally, any intertemporal
comparisons of value may be vitiated by changes o eor.ditioes of supply
and demand, and i the value of moaey.

Thindly, thero sre provisons requiring all ecmpanies to elect two
Egyplinns to the Board of Directors, to resesve 75 % awailable
jobs for Egyptian raticsals and to carmark & quarter at Jeatt of
all pablic ismes for sale in Egypt, provided that 80 per cont of capital
thus dvned ks roserved for Bgyy isns.(b)

In the period of fevorish activity peeosding the crisis and fir sncial
patiio of 1904, fssees were beavily oversubseribed, meshcoum companios
wers Soated fur no dolived parpise a I} weenritics mul'.ipl.):-l e value
before any susbiantinl part wos pabl up.®) The exomwos of the oo
aud the wave of liquidation whick came in its wake cawed the Covern.
mant, ix 1020, to issse regulstions gevensing all dealings bu recurity
starkels, Thos Stock Exchanges wero regulated for the first time,
It was Jecided (0 admis to the floor & eapital of pot less than LB,
75,000 i tho case of spot dealings, szl of L.E. 100,000 for dealings™ &
torme ".(%) Forciga securities woro rot admitted umles they wore
Beted is the exchanges of their countries of omigln ; and webject to
judichal raview, the Bxchapge Committem ware antlorized to refuso
admiwion. The Stoek-Market regulatiors have beou tighteoed sinee,
and i AM0 an ofict was passad requiting all public isues to be pro-
smatad £i¢ basdwsion in the official liet of the Bxcdanpes.(*) which makes
them lable to publish ansual balancoshoets

Properly administored, the regulatices in force affon) e asetsure
of protetion agabyt fraud, masipelstion, tho tampering with the
rostag of profits and the dilstion of stockholdess rights, However,
poine of thwen may be frasteated by the difllcolty of combiced nethon

Foreign cemparthn, whove guodwill Sopezads Itdatsing condiel relaticns
-ﬁmmammwzx;m.uumsm
1
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on the part of sharekolders, the probibitive cost of litigatim and the
impossithility of scieatifie property-valoation. Morcover, as recent
financial history m Frasco has shown, the most siringont lnz:lnﬂon
is worthlow if its administention is Jax, Usfortunately, this is soin
the case of Exypt(®) where many of the regulatiors, which elicited
sevore profedatives vo the part of foreign foancal circles, have not
boon  effactively erforced. :

Company Law Reform, .

Company law refortn Jos boss & perwnlal subjoet of diccuss'on in
Parlismest and in the Pres, 1t is froquently alleged that the foreign
oontrolling interests retain the substance of power whilo the Bgyptians
sitting on the Boanl, baing st rawmen, are suffered for the sake of cop.
lazee with the lotter of the law, There has been miuch criticiem of
the condut of eertain ubiguitouws gainerpig director, drawn maioly
from the maling elique of profosioeal politicians, whose high sosrdieg
names adom the prospectuses ond annwal statements of compunics
and whose prosence placates the unisitisted publio and imparts market
ability to seouritics. Unable to pronounce upon the validity of the
facts and claims put before it, the pablio is swaxed by the jressce of
thewo omineot citizens, fgusting that they would not allow their rames
to appoar oo published statements unless they wore convineed of the
authe-tielty of the facts embodied therein. The Boanls axvercise
zouch foresight in choosing active politicians with a good ¢dacceof
tiding agrin in the frequent reshufflos of the Cabinet, in which ever rually
thair goodwill would be kighly approciated in sssothing any dificulties
arising botwoen the Governmet and the company, in secsring cones-
slons, tandl adjestinests, Goveenanent orders and jn the arbitration
of taxatiod asd labour disputes. Tt is alleged that the enlisting of
retired top ravding civil sorvamts at high egooluments in due to their
insight isto the mudtifavious ways of dedging the law and thet cortam
forvign powers uso fnerative directonhips 10 curry the favours of un-

serupalous go!lﬁc.iam.

1", Sedek Pasha, A0 cxgotorsmnt commissionner at the Stock

remarks e dnmmﬂiqw-w-hlh
Rxeharge aed thelr socurition are srock mw-n
Reesadl have Whalr swarition listed Bovie Al Quanca Wal Yol
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The agitation for reform has increased sivece the casation of hostilities
m 1M5, 1t resulted in a now momber’s bill now (1946) under consi-
desatign by the Finance Commmittes of the House of Reproseatativies,(7)
the main provisoes of which are sussmarized and commented upon
in the followmg parmgraphs.

The draft law prolubits civil servants from joining the boards of
compasios Or accepting appointmests as advisees or maragers, except
i the case of companios in whick the goversmest is a shareholder,
This is o commendable measure simigg at prevesting public officials
frowm falling under the influence of powerful firancialinterests, Tho
draft aleo provides that persors cocupying posta of ministerial rank
may not, within 3 years of relinquishing office, join the board of, or
Act = mmragers or advisers 10 any company operating @ concesion
or receiving a Government subsidy, if such persons had boot provieusly
connected with the concern i question fn any of the nbove-meationed
capacities, wnless they had bemn among the fousdors. Dat the pos.
sibility of abuse of power ix rot lissited to concession companses, being
oquslly presant in the case of companies with an Interest in tariff mattors
and Government adjudications. A vigorous camjaige for bringing
1o ook asy politicians sespected of such abuso would, it & subnsitted,
Yild better rosults than can bo achioved by sich logidetion, which
bowwrer somterdable in aim would certain®¥ load to a reduction in
the wepnly of talest to politics or to businos, expecinlly i view of
the frequent reshufes of tho eabinee.

Another provision prohibits asy person from being & director of
more than 10 comnpanies st the same time, or of acting ax <haieman
O masaging director to more than three, Now, the dearth of mana-
gerial ability with the qualities required for managing large soale entee-
Prises may by advanced as an appropriate criticists of this articlo,
which imposes nerios limitations on the feoedom of choive of the boards
in co-opting new rporuits and may fimit the netivities of existing diree.

tors in the fleMd of cemwpany promotion, This is certainly the most
objectionable feature of the new draft law ; for, apart from the obvioss
fact that the attention & director is expected to devote o any conoemn

varies with its sizs, aature and age, the sumber of casen coverod by the

[3% i togligible as may bo gathesad from the fellowing table comnpiled
from the Directory of Directors for the year 1941 Tt will be soen

(%) Balltin de Ta Chaasbrs & Commerce &'Aleaasdrie, March, 1946,

-
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from the above table that, out of a total of over 700 directors, only
21 had more than 10 directorships, The instamces recorded ocour
with more frequency in the case of companies with a cajpital of
LE, 100,000 snd above, Three out of the twenty-one are directors
of the vank Misr, who also sit on the Board of all Misr undertokings,
and moral perssasion by the government may be invoked to require
these gentlemen to limit the sumber of companies they manage, although
there are cartain advantages im havieg men of high calibee sitting os
the boards of associated fires, thereby gaining an insight into the,
probloms of the whole groap. A relorm of coirpany lnw which throws
wiore responsibidity on the directors would indure them fo concesitrate
on & ansller suwnber of comspanies while taking a more active part in
their manngemest, (*)

Number of ‘
No. of Directorships Frogueecy n Nige Froguescy

1 M 18 4

2 14 14 e

3 40 15 2

4 2 16 1

5 . 16 17 1

i 1 18 -

7 12 19 1

8 7 20 -

9 b 21 1
10 b 22 ~--
n 3 2] 1 ¢
| P 1 3 1

() D is Drogsectly conbeeded thad directons' reamncestion Seres 6o high o
peopeeticn of dstribated prefite.  While (b is allegation s zot trne fog met companien,
B e cortalinly Jostifed In the care of some of the laxge and peoaperoud Omes, o8
iy o jadged from the following Sgooee (of table overieal). This may be retnediod
il o articles of wswociation st an SPPer it 1o tbe bearis amoluerke. The
faot LAt Srceton' foes are Axed atl & ewrtain of poofite, alier payseest
of an Luitis] dividecd, may give rhe 10 aliempis to with the routisg of
Profte, as dicecties MAY Lo intlived 10 paw & divideml wae yout In ordar to sesies
® sharo for themselves i the fellowiog yeor.
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Profils '
Naime Yoar dlstribased Diirectons' foce |
LE, LY,

Misr Sphening (Kafe Bl Dawar)| 1943 100,000, 14,058 ‘e

Mar Splonieg (Medaths) ... .| 19243 285 000 24,110

. Filature Nationale A O [T D 260,000, 20 453

BRI I T oke. T bt vuoionyoe 1 aed' . 1088 343,172 24,025

Mur Linem ... ... .. 194142 6,700 3,461

" Electricity and Tee Com pan\' 1943 16,780 2,368

Farther moasures for spondig up the * Egyptiavization ™ of com
pacies are urged by the sporsers of the now bill, It proyides that
a! Joasd ove thind of directors, half the admivistrative ard tochy feal
stafls, () receiving ot losst 304 of the stafl bill, ard (o), of workeey,
reoalvicg 9000 of the wage Mll, esest bo perwor n of Egyptiar rationa-
lity. Now, this type of infringemect ou their sovereigi 1y bas always
bee vigureaaly resentod by the powerflul foreign intervets operating '
in Ezype, ard oven the mild legal requirements immposed carlior eve kd .
oooeertod peotesta from foreign chmben of comaerce, () The |
Essistateo on the wes of srabio in correspor dence with the dopaitments °
of state ard in sccommting raised o simsler outery, The tightecirgoff .

*  control may now discourage foregn capital or cavee it to fight shyo |
the jeist smock form, Moreover, scmo of the reforme are difficult to
enforos, Thus, the inkisterce on a share for Egyptines in all rew
bemes oav lesd) 10 $he wso of romireo boddings ; wvd there is rothing
€0 prevest forwigmens from buying up, sebsequect to allotme ¢, all
mocurition cotuirg on the markes.

The peoposnd messures aze the by-greduct of rwirg ratioraliam,
and have their counterparts wherever rative copitalists elash with
foreign oves. ) The cooromist earrot ecrdemr, them ostright bat
can poirt out that they are incompatible with the desire to inidwstrialize ‘
rupidly szd thet they may be injerious unless measures are takes to |
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incroane loca] savings and mvest ment to make wp for the decresso m
capital mports. However, foreign capital in Egypt bas hitherto
eajoyed privileges and immunitios unparalleled anywheeo ebo in the
world, and the process of " pesceful charge ™ should be allowed to
remedy past grievances. Auy reealcitrarce om the part of foreign
intorests to aquiosce in the rew “reforms " or to make corcosslors

to the rising tide of ratioral corscions ess would produce a wave of

Xenophobia dotrissental to souomic co-operation M\m Fgvpt
ard the ostede world,

Refereree has already beet mpde 1o the fact that ourres ¢ company
rogelatiors sre embodied in a series of minsterial codizas con 2rdd In
scattered articlos i the code de comemerce § ard the first reed in, theres

fore, for a prompe consolidation. As to mbedarce, the reforms pres

jected i= the rew bill, sleaply mark a pew stage i the jockeyh ¢ for
powes bel woen the agricultural asd the industrial grtupo of copitalius,
the sectices oe foreign investmest Mrg P eloded for vedeestching
parposes. They nidotrack the main Fsves which have, for vosts,
bafled jurists ard legislutoaw in Grest Brits'r sadd 1ko URA. Lo,
the abuces nrisiw g ont of the mpid devoliprat of the joint vtock
form of orgasization apd the npptvrmnuiu it nffeads (o w1 serugmious
propsoters ard dircctors to proy upos & ereduloes ypuble

Revemt legislotion in the U8 A, ard Great Beilaio attempts to era-
dicate the abosss resulth g from the w-existe ce of “ow. unship walowt
npprecisblo control ard contrl without aypreciable owrenship ™ by
ourbing the powers ard i oreasicg the rospot sihilition of yoronwdces
and directors. Tt purportsto profect oxistit g wnd prospective nvestons
and provides then with more Jetaided informetion alem the
coexorra fm which they invest, Ir the USA, the New Ival legislae
tion wus utardod to prevest s rorodescer e of the scandalous prectices
perpetratod in the heotic dayuaf the “row ern ", which were wnearhed
in the course of congressional hoarings axd in the writie g« of omizect

publicists such as Ripley, Brandeis, Borlo snd Means. The wessures

takes, (1)i.0., the Securitios Act of 1053 s amedal by the Securitios

Exchange Act of 1964 and the Public Utilisy HoMirg Companies Act

of 1954, wiore actuated by a dewire to retore oo fiderco ard start
the Ball of investmant rollirg.

x&mmmmm-—mm WA W, I Taviom,
lﬂwm-d m; 2
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The first is 0 belated attempt at ensurez thet geospectuses give a
true scovunt of the financial situstion of the compery. It roguires
sponsoex of vow snes to filo adequate information about, imter alin,
the Cosapasy's busmons, its fiunncial record, the object of new msves,
the mames and nddresss of undecwriters, principal stockholdees.
directoes sod any sellers of property who will be paid out of the procesds
of the néw iwwe, and the extest of the irteres of ary director, officer
or chief stockbolder in any property acquired within two years. The
fact that the irterots of directors ard spoesars i the compery, their
dealirgs i its securities axd the cortracts they arter irto with it are
made k-own raduces the chance of their profiting by the sale of property
at inflated prices, by divertir g profits to wehsidiary compasios or to

© cluses of stocks is which they havea largeir torest, ar d by manipulation

based on irside inforssation,

Besides peescribing this modicum of publicity the act places wpon
Aponsors responssbility for misreprosen tation of fact or failure to disclose
msterial information likely to infleerce the judgmes t of prospective
I vestory, asd sny pemon sustainicg Joss 2 a esult of falso registration
may suo the sponsors for damages, The Sccurities Excharge Act
deals with the misase of the lagal dovice of proxy ar d requirms the partios
solliciting proxies to inform shsrebelders of the attitoce they intecd
10 take with regard to the varions matters, actior s or discussios s which
will bo placed. befora the meoting of sharoholdess. The Securties
&3d Bxchange Commission s avthorised to protect miserity steck.
boMers in regelsted compavics agnirst *wbme srd extortion ™. (@)

In Geeat Britain, the (oben Comrrittee’s ®) rotommendations for
amending the Companies Act of 1929 have bees mocepted in theie
ettivoly and are being tmanalited into legislatior, First, they in.
troduce additional safeguards against fraud in the formation and manas
peenent of companien. by requiring directars, sposs T4 and bankees to
eXircine moco caution and discrimination than hitherto. Greater
resporaibelity is placed wpon directors, and if any director signs 4 pros-
pactan containing false statenauts tho onus of proof will be on him
“10 establish that he did not know that the sfatement wax falin and
that he conld not, by taking reasonable precantions, have nscertained
its fakity . Porsons employed by the company or its directors, or

4 Muam, op ot p. 8, k. i
The Cotamitien 06 Company Law Laenesert, ¥ RO, eoe wise itmper-
Jmumh::.umu.nu.‘nu. m.mal.u:
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partness theroof, may 2ot bo ongaged vy the company in the capacity
of anditars, The Board of Teade is given wide powers of investigation
aud prosecution whenever companles are improperly or dishonestly
foated Jr managed.

In the seoond place, the Committee recommends the fullost peacticable
Uasclosure of information to creditoes and sharoholders, especially i
the caso of Bolding and private companies. It urges that accounts
bo made clearer and more detalled 30 that owners can excreme their
rights more fully and condemns the practice of lumping together hete-
rogenous itesns, In future, holding companies will be requized, =+
far as possible, to present the results for the group 2 a whele, On
the other hand directors will be regaired to disclose contracts with
the company e which they have n substantial interest, togother with
any transsctions im its share. Sabject to certain exoeptions, the
granting of loars by a company or its subsidiaries to directors will
Ve retdered illegal, Morvover, dizector’s foes and other emoluments
will bo disclosed soparately in the annwal accounts. Whilo wet pro-
kibiting the sowmines systom of registration, the Committee lays down
ocertain snfoguards and confers wpon the Board of Trade drastso powers
of investigation to ascertain in whom contrel is vested.

Finally, the report recommends that sharebolders be giver » rea-
sonable opportunity to sxamive the draft resolstions wubmitted to
then by the Board, thet a knger period of notice for aungal geseral

‘meetings be allowed and that {ncilitios be granted to grosps of share~+

holders, who may be dissatisfied with the way the affairs of the
couspany are conducted to canvam other shareholders with a view to
comeorted action.

It is on wech lines that any serious reform of Egyptian Company
Law should prosead. The prospectuses are pamfully inadequate and
reveal very little alomt the parposes and aflairs of the company. There
is a galaxy of sccounting methods andd termurology which covfuses
the initiated. While same companies, especaally regulated monogpelics.
publish detailed accounts, otbers do wot pablish arything amd sven
the Companies Office kxows wothing nbout them apart from their
capital. Still others disclose the minimum information lhoupisg
together itesa of heterogeneous nature. (') Any new legislation

ﬁ‘ e *Assote LE G040,
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should define the duties and respoasibilities of sponsors, directors and
asditors in &0 ambigyous way and provide for an independent audit
of the books by qualified scosusfants, The Companies Office should
bo grasted investigatory powers for use whemever there are grounds
for suspeoting that there is frand or gross missazagemont, Farther- 3 1
|

|

moew, the increase in the nwsber of holding companies makes it advit
#able to insist e the publication of cpnsolidated balancesheots. It
is not necessary, bowever, to formulate legislation ensuring increased
participation by shareboldirs in the control of joint stock companies-

companies are small and their securities are not quoted on the

Exchanges. The composition of beands of directors and the froquency
with which certain names recur saggest their family wature. In woch
Sares, owrarship and conteol are not divereed, 'the Iatter bing vested
in the owners of capital,

.But 2B position is different in the case of lorge companies where
divarce between ownesship and eontrel is all bat eomplete (1), 0wing
to the diffiesion of owaseship and the spathy of shareholders. Hore,

= eontrol is exervised by » minority of shareholders owaing a sizaable
Propartion of voting shazes. The practice, labelled demoeratic, of
fl“m small setworibers at the time of allotrent and the exclusion
?ﬂ-ne wabscrits ry by setting & maximun, (%) together with ths motie
lizxtion of peoxies, facilitate minority control. Any attempt oy &
capitalist to gain oomtrol and dislodge the existing managoment cas

* b defosted by raducing the mumber of votes exervisable by any xingle’

ler as the holding increases beyond say 100 shares. (%)

Whare thete is no powerfal minority intent on intervention, directors
are Jeft in solo contrel of undertakings commanding large resourcesl
The pawers cordurred upon them are very extensive, and (n the annus,
mectings of sharelkers, they ure left 10 exarcise the votes 0f alisentes

owners. Howaver, on various oocasioes shareholders have challenged
the managemest byfore the Courts axd thore were sporadic attempts
to form defence committoes of security holders, Thas, n group of
disgrantled sbarebolders s the Misr Group took exeeption to the practice

p}hnm&humhmwuhlm '
(%) I3 the Tececs case of A)Chame SAE, the tmazitvum was seb st LE. 1,000,

oven maintais olwlhm!maam,
" number of indastrial oting power decreases Bolding Inereases,
A peevaloat arrangemet lmnuhnu’n.mq,n-l vole for .
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of co-opting directers whenover a ‘vacancy occurred, and to other
alleged breaches of the spirit of the memorandum of association, Then
formed an association for mutual defence asd lsunched a campaign
sgainst the masagement, Their offorts wero of no awvail, but their
Prestige was evhasced alter the devacle of the Bask in M40, Owing
to apsthy, Jiffusion and the high cost of litigation, defetsivs action on
the part of shareholders is doomed to frasteation,

I the specis] cireunstances of Egyp?, great care ausst be exercised .
in framing logislation placing extea labilities on direetors and spofisors,
st they te doterred from shoubdering the risks inberent in company
promotics, Even in the USL where the capital market i well
developed, the beavy liabilities imposed om spovwors and directors
has increascd the uncettainty nssociated with capital isurs and may
bavd retarded the vourse of recovery aftor the Great Slump. () The
eshanesd risks of capital isstie have led to an inerease in private placing
and sale to iwstitutional investors and may caure 2 revival in bask

g sdvances to business.

oM. m_&dﬂmﬂdm;m
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CHAPTER I
Tux Basxrso Sysren axp rae Freaxcs or INpustay

(1) The Banfing Systew of Eqype.

Before ambarking on an exbaustive stody of the role played by the
Bauks in fluancing Egyptisn industry nod trade, it is pecesary to
give a brief account of the tanking “ system " of Egypt, pettng into
relied its silieot features apd stressivg the main Jiflaresces be: ween it
and the havking axstema of the ecopomically more advanced coustrics
of Western Europe snd the New World, i

The laxge G ancial institutioos operating in Egypt con be classified
o two main geoups viz:

- (1) Land or Mortgage Ban ks : Them stablishinants dovote thetselves
exclusively to gra: ting lorg ard medium term mivacees, secured by
fint or second mortgage, on laed and bulldings. They eoter solely
for the wealthy minority of landowr eex as may bo inforred from the
fact that the average size of loans granted by the two lesdiey mortgage
banks, the CréJit Foncer Egyptics and the Lard Benk of Egypt for
1M0 war LE, 3,280 and LE. 1,528 respectively. The mostgage
b.lﬂ_k' tefrain from dealing w'th smalllandowrers, owing to the opera~
tion of the notorious Five Feddap (*) Law, which forbids the fore-
closure of tho propetty of u debtor owalag five feddans or less, sud the
oost and irksomencas of dealing with a large snsber of ol onts whose
srapulosmos in meating their obligatior s punctually is rot evemplary. |

The majurity of mortgage banks wore establishod in the latter half
of the ninetes th cantury asd the first docade of the twertieth, on ora
charsctorized by largs scaleimpert of capital from Burcpe, culmiratirg |
in the crisis spd fi-ancial panic of 1907, which wore osused, wainly,
by exvesive speculation in lard on borrowed fuzds. They comsnsnd
pnmengs capital romarces and  their indehtedeess, in the form of
debostures of various decominations ard maturities, rurs into millioes
of poacds. Table 1 gives somo detalls about the firancial strength
of the lesding mortgage institutions.  Compared with those of com.
morcial banks, the figures democstrate the overwholming preponde-

Tance of mottgage bankizg and refact the paramoust impertsnce of

_agriculture in the ecovomse life of Egypt.

l‘!.l foddan w LOON aeres.
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Tank L—Fioores pmanxe yo Moxmaaor Baxgs
OPERATING PREXCTPALLY ¥ EGYrr.

_— m
Your Caperal Fasetves MI
LE. EE, L.E.
41 . 4,560,225 7,28 87 LI, 218 208

I addtion to the foreign establishine: ts, there is & state mort gage
bank, the Cridit Hypothéicaire Agrivole a'Egypto, witk a capital of
LE. 1.50000, which lecds mainly to the amall kolders, wto have
hitherto boen decied facilities for raisivg long teno Joses, Establ shed
during the Grest Dupresion to take over arrears of debis from the

banks aed to stop the wayo of foreclosure which followed
the catsstrephic fallix cottan prices, the bas k was urtil 194) admmis-
tara) byt he Cridit Agricole Egyptien, bt bax sirco existod as o segarate
entity, It enjoyw a largo mmsare of Governee t supgeat ard its
debesture ismo, amoontir g to LE. 1§ mill'os in 1941, & gustenteed
aa to pricvipal and Lterest, besides being exempt frem all taxation
promst asd future.

Tn onler 1o provide sdequate credie facilities for flrercl g the eove-
mes=t of crapw, the Orédit Agricole Egyptien wea moorpornted i 1601,
with a capitatof LE, 1 million. 1t lerds to mill'or ¢ of sams 1] foxmsers
aad lundowsers (*) either directly or through the mmunnul.ly of
od-operative seictios and has thus fillal & sercus gap e the fivor cial
mechani m of the countey, Babfer rerderivg mbcnllsr cons samvices
to itx clievts, the bark gracts throe kivds of advarces :

(|) short tetms loare, Lo, for penieds red excecding M wonthe, to
* halp defray the cost of barvetiog, It also lerda om the secerity
of erops Jeposited in ity wersbeuses. é

_ (61 med humm verm loass, Lo, rargeg from or e to tee yoors, fo finanoce

the purchase of agricolt seal inrplomer ty, or to « sble 1he bor-
rower to underiake schesse «f Jird ieprevanat sad deslispe,

) Teis potewcethy that the Orida Agricole is eactagt from the cperstion ol the Five
h“ﬂm Law,
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(e} tong term loans, repayable within 20 years, for the puapose of
Iand reclamation and developesert,

Half the bask's initial capital was subscribed by the govern ment
while the remaisder waa taken wp by the Natieral Bar k of Egypt,
the Cridit Foncier, the BankIMisr and the smaller eredit ie stitut boe », *)
By nsscisting themwlves with the govesrmert, the bas khers were
asyared of & sharo in the profite accruing from the fir arce of agricullure,
State finsncial assetance (0 the now fnatitutice hes beee fort beotnmg
on & hitberto wr precedented male. The Mir wtry of Fiarco is autho-
rised 10 draw em the Beserv Furd for the perpese of providing the
bask with workizg capital wp 1o & mexioum of LE. 6 millico at a
low rate of intarest zxdd mrtevver, the Governme:t guure: toes an
annual dividesd of 204 on abure capital, The link has oltuined
substantial loans from the Exclequer, the amount omtstanding on
Decamber 31, 1939 doing spproximately LB, 4,072,000 ; whils ou the
size dats the bank’s advances of all kinde were in thé reighbowrbood
of LE 4200000, '

(2) Depoit Banks : The second main group comprises o number
of biskiog Bonei of varions sis. While some ate rogistered in
- Bgypt, othen  are bramebes of foreign _ banks, and, s swch

Pk s:pirate acoounts showisg the results of their operations in
Baypt. Mostof thy tanks falling undar thy Srst category wore founded
by foreign capitalists or by local residents of foresga extraction. The
Nitonal Bink of Baypt is the most conspiveons example, * The
hi_lill orpitad of £ 500,000 wax subscrited half by S Erieat Casse]
and the rimalnder by two looal residests.” () Olber exarples ave
the Bises Ormnorsiale Ttaliana P B'Eyitto, the entite sbaro capital
of whish is had by thy Basos Commurviale fralinna of Milan, the Banco
Italo-Egigano which is a subsidisry of the Bahco di Rems, and the
Banun Bilgn et Internationsle o Raypte which i affilsated to the
Bocibts Giadenlo de Belgiqae. Nearly all the fmportant naticss of
the world are reprosented in the loading financial centres of Cairo
and Alexadris,  The only all Egyptian bank is the Bank Misr which
wa: mbﬁ-hod in the em of intesse nationalism following the 1919
revolution which waa eharaeterized in the economio field py a legitimate

(F) Tho ssbemse of .
”‘:, heses “m‘ﬁ‘;::;'“'md"'mé'“"""“
Mnumll.a-.ﬂo’hd-um-am..m. '
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desire on the part of Bgyptian nationsls to play a moce sctive part
the spares of finance and industry, The bank has always enjoyed
a large meavere of popular support, & fact which was sot altogether
without its dangers. (*)

The follow ng table gives, in saniuary forin, statstical data relating
to the five big Fayptise banks. It s defloienst in so far as it does rot
imclude figures reluting to eertain imgortant foregm banks whick do
not publish separste accourts for their Egyptian brarcher, It abo
suffers from the grave weakeess that the various capliors may mean
differo=t thi gw to differe:t banks. Nevertbeless, #t ocsbles us to
outlire some of the main charseteretios of the barking “system ™
of Egypt, characteristics which are coxunon to all ecocomically -
developed courtries. (7)

In the first place, the bankirg habit is very little developed. In
other wonls, the ratio of notes in circulation to total mor ey, 1.q notes
and bank deposits, is tmuch higher ir. Bgypt thar jn & cosxiry with
advanced monetsry mstitutioes such as Great Britain, Ir 1907, this
ratio was approximstely 359) in the former but only 164, = the
Istter. Furthoimere, the Ezvptian public has orly recocily been
introduced o paperanccey, for althongh the Natiora] Bark started
isuing 1otes shortly nfier its foundation o the closiog years of the
19th ocr‘ury.‘ﬁ:o volume of rotes in circelation rensneld compam-
tively small i croasi g from 125,000 LE. in 1900 to 2,500,000 L.E. in
19135, Tho pound sote did net bocomo legal tomdor netil the outbreak
of the fint World Was, Pries to 1805, & galaxy of foreign <o rs circu-
lated in the com try & ¢ the movemes t of the cottor crop was fivarcel
by a ssusonal inflax of gold frov the mee oy msrkets of Burope, i d
especially from Londor.

(%) The bllowiag fgures indicate (he caphd growih of the Bank’s cperatioas -—

() "
“. [N
o ' -y - woon lﬁ.l“ ' .m
l::n @) e G s 3,42 z.m
M S0 are wee ses Wb 0 ”“ ".m.‘“
w LAl " e " - Lo mm '..m.” .
basdid ... . — = | Bala L6 Bales 100 842

(") R B Bavenss, Sledorn Banking, p. 253 ol wey.
B
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In thesecond pilace, the banks operating in Egypt, with the exoeption
of the Buk 'Misr, are either branches of foreign establirhments or
joint sto sk comaaier regidared locally with forvign capital and weder
foreqgn mumgvmont. (3) Eves the National Benk of Egype bad a
dual mwagemeat aud the/boand of directors in Caizo bad to refer to
the so-called * Lomeom Committen ™ all transactions invelvizg asnounts
excending 'LE. 100,000, k

Tha isaplisations of this stute of affairs are abvious, and the daxgen
itherert im its vontinuance do ot need too much stresarg. The
magr itwede of the operations of the banks is detertnined primarily by
the fi ancial and economic conditions obtainiig in the cow.try or
countrios wherce they desive the bulk of their furds, Corzequestly,
it is impossible to inmilate the internal market from the incidercoof
beomns sxd depresions origmsting shroad, and evory bssking crisis
in Baropo prodwoes serious ropercisions in Egype. Thus, during the
Gormon bamki g debacle of 1631, a serions yun developed oo the Deut-
sche Or'e t Bukin Cairo ) and i the thirties, Frer ch refugee funds
(mot money) were eonstastly woving in ard oot of the comitry owng
to the unsettled fi- aneinl eand itions in Frarce ard the purata! fars
of an impendi g devaluation. Large foreign furds were ropatrated
in 1037 following the repeal of the capitulatikms ard the apprehension s
folt by many foreign capitalids lest the newly won fiscal freedom
might be exploited 10 impose oo fisestory taxatice,

Nor is this all; local banks are seriousdy affected by developments
in tho sphoreof interaticeal politics. For iestareo, or the vetboesk
of the first World War, a fizancisl panic, with tho coe comeart scramble
for liquidity, devolopa? 3a a reault of 1he nctien of certalr ber ks, which,
in their anxiety to repatriate their fun's, presed for the repavinest
of outstanding =dvarces at a ahort voticn.  The Abywsiv fan ™ ieidont ™
of 19015, causod o sorwns ren on Ielian banks io Egypt, ) ard after
the crisis had passad, some of them did rot reopes their brarches
Thei tenationalte: siom in the fateful semmer of 1909 163 t0 an axédus
of 1talian funds from Ezypt sodd during the second World Waz, Ttalion

{') The by she Prosklect of the Abxandeis Beitisk
of Commerce ilTavirates 1he ol Investmestain Epypt.  “The market
wakse o0 Deceatber 35, 0O of and sares guided o0 this stosk
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and Gerenas banks weee put under the menagesmert of a “ Castodian
General ™ in compliance wak the system of sequestration on eromy
alien propety proclaised after the severanes of diplomatic relatices
with the Axis gowers. Finally, after the collajee of Fravee. French
banks were administere] by the London bravches of the parett cou-
oerne. ,
In the third plece, the weeey market lacks the service of a contral
bak despite the fact that the National Bark of Egypt has some of tho
attributes ard posssees some of the powess usually asocisted with
a coxtral bank. Thus, it hivs very elose cornectiona with the Govern -
met and the 1895 Chartes confers wwe it the exelusive right of rete
iaeme, It is responrible for maraging the currency sy:tem and for
maitainirg the value of the Egyptisn poutd, which is L ked to sterling
by a ratber debions arrangeoiert initisted in 1916, axd usdor the tesmm
of which the noto cover consists almost axclusively of Britih treasery
bills azd war bonds. Moreover, the Natioral Bark of Egypt acta as
barker to the Governmert, acd the mansgessent of the publse Debt
has dovolved oo it since the abolition of the * Caisse de Ia Dette™,
ono of the last voitiges of Egypt’s firanc'al bordage. It wndertakns
open merket oporatices on a modest scalo ard has come, of Iste, o
act s Bankers' bank.(*)
Nevortheless, the powers of the National Benk of Egypt to not as
a troe Costral Bask aro cireumecribed i many Ways. 1t carries on
an citecsive depasit bankirg busness with scores of branches. The
baok doas rot fal] the furction of lerder of Imt reort, because local
banks do ther redimoourting abroad and rely or the perent institutions
for temporary sccomodation. Tho fact that the bork is usder an
obligstion to ceavert sterling bala: cas ito Egyptiaa curre:e¥ arsl
vice versa, at a fixed 1ate; vittually deprives it of that woetrol over
cash balances which is the cerdical pecogative of a true Certred Bank,
On the osher hand, no conoerted policy by local banks is feaniblo as
long as all majoe docisior » are taken by the main ofces abroad and =0
losg as thay »eo in the National Bank a elcen and powerful competitor.
Hitherto, banks could ret b coerced to follow the Jead of the Natioral
Bank of Egypt owisg to the inssperable obstacies which tha regime
of capitulations placed in the way of ary legislatior. affocting foreign
intererts. Hisally, in the prescat state of the morey and capita
marke's, the wndertak ng of extensive open market oporations would

™ This bs avidenced by the rise u-maw-mmh»wm
with the adminatration of the * Chearing Syviem ™,
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CANN POV T l«:m to the Ceotral Bank owlng to the smalluess of the
mcurty exchanges, while the low de~omizations of available corrmer-
cinl paper, axd the absecce of a well developed bill merkot, preclude
the possibility of granting extersive rodiscourting facil ties.

Fraring that the tole of the bark as custodiarn: of corre oy 31 d eredit
might not oo-incide with its ir terests as & commescial ba k actwated
by considerutions of profit, the Governimes t has, on various occasiors
entered into regotiatiors with the Natioral Bark of Egypt with a
view 1o its evertual conversiom isto a Certral Bark, It 1940, whan
the Charter eame up for resowal, the Govenaner t preised for the adog-
tion of eertain measeres of reform and Egyptianization. Thus, the
teems relating to the apportwainnct of profits acoruir g to the isve
departmant, were revisod in favour of the treasury. Morcover, the
bank bas agreod to convort its ehares graduslly itos cmirative theres,
and to increass the nuinbet of Egyptians on its Board of Directors
unti} an Egvpeian majority is sttamed. Local recreitmeet of stafl
will he-coforth bo fostered ard the * Lordop Commitiee ™ will be
abslished, Pioally, the National Bark of Egype will, in future, re*
frain from underiaking misor commsercial operatiors in oeder to cans
ceatrate on the higher fanctiors of Corteal Bas kin g,

But it is sabmitted that for the bask to succoed it performirg these
functicns, its autbority over the money market nusst bo pire gthered
by givi g it eactain powers of quantitative ard qualitative credit cor trol,
There is urge it need for logislation requirivg local benks, (i) to koep
part of their rosarves with the Natioval Bark of Egype, \ii) to s tain
adequate ratios between caah ard) quick asetaon the ore hand ard depo-
sitaon theother, (1) while givieg the Natioral Bank of Bgypt the right to
varythew ratiosin thelight of changng circumstances, (i) and to publish
full sccounts of their opeeations in Egypt. Thereed for such{eggielstion
is presseing in view of the fact that bark deposits aro o croscking on
the hithecto urdisputed position of bankrotes as the wain form of
movey. The fature resporsibilities of the bank will be o eroms as i
may have 1o give offoct to the oblizations usdertakes. by Kgypt of
Pretton Woods. Tt should foster the bankirg habit ard thereby holp
yoobilize the country’s mavirps for isvetmest in industry. By the
use of the tedhniquey puefectal in forvign firarcial cortres, it can do
museh to maintain Jow iotesest Tates thareby holpirg industrial in-
vesitme:t. .

...anmuumumm».mmw
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(2) Foreign: Banks and the Fimance of Indusiry. -

In ordér to understasd the present day funmections of the foreign
banking irstitutions operatitg in gy, it is necessary to etwdy their
develepment in #ts historical perspective, and to discover ar ¥ factars
which might Bave i Ssenced tho scope of their operatious, The carly
“Banks ¥ azd financial sysdicates established i= Fgype were mainly
eascoried with leding to the Khedives (rulers). Some of the loans
®0 cosiracted weto spent on promoting the ecor omic development of
the country, while othars were of the “dead weight'"* type squardered
in oxtravagint ard sumpdsary living. The eosatior off gover ment
borruwing in the latter part of the 19th ooz tury deprived the banks
of their priv.cipsl activity and they tumed to fizazcirg the rapidly
growing intersatior al trade of the counAry.

The tole of the hanks in fir ancing the movement of cotton starts
keg beforo it is harvestod. Early m the year, they mako short term
sdvances directly to cultivaters or. to mwerchast exgcoters asd othur
middiemen. The latter preceed to land to their farmer clle 15, who
proaise to deliver the crop directly to the morcharts. In the fall,
whoe the crop is harvested, the banks firarce its moveser t to Abex-
andria, the mais port of embarkation, The s s1ce of cettor exports
# effactad by stelis g furds borrowed i the Lovdon eock.ey market
asrt converted into Egypeian pounds at the Natioral Bar kof Egype (),
Whes the arop. reaches Alexandria axd s sold to foreigr buyers, the
bas ks Jiscovnt the bilks drawn by expart houses on merchenta avd
spins s akmond.  Fdr the firarcingof inparts recourse is alwo hed to
seceplance erodits in Londen, The grestes. part of bar k sdvarces
Bedy its orgic in the fiv ancirg of internatioral trado,  For exsmeple,
W oee ymr, advasees ngainst merchandise ard stoocks ard shores
smourted to sbout 85}, of the total ndvanees of tho Natioral Bank
of Ezype,

The bunks have, in firarcing the movinert of ‘cottor, n profitablo
ou!.lu for thair flexds. Advances sgainst twerchas diso aro solf-liqui.
dati: g ard nen. wsmally secured by documeets of title to the gooda

car.cezs o, by securities or by tho daposit of eotton, covered by ay

('} This canmor & sansconlanpireion in nete e An the cotom seasen recedos the
of movey In mmm% " The valutme of Bank adraoces
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appropriate hadge in the Alexandria Futuzes Market Sn the benk's
warchouses i upcountzy districts or in the port of embarkation.
The svailability of this safe outlet for their funds, the backward stato
of indestry, the scasmty of relaable industsial borrowess a1.d the tradi.
tamal aloofoem of foreige backs from contact with the Egyptian
pulslic . . . allthewe histarical factoms Bave contributed towe nds shapmng
the attitude of banks to industry. (*) Moreover, i is likely that
traditional British basking policy bas had sume ir flee ce co. thethmks
g of local bankers and branch mamagess. The Governor of the

Natioral Bank of Egypt has laid it down that “ For the deposit banks -

to assist in the creation of indmstries of in the developimest of existing
onex would |, Lie the seals of trouble ".(%)

Nevertheless, some foregn banks are expremly awtborised to under-
take the issne of corporate stocks and bonds and to purticipate in
finanoing imdustral and commercial enterprisos, The magnitude of
wich perticpation hss been, hitherto, regligible. Fer wstanee, in
1939, the balizmeo sheet of Lhe Banque Belge of L tert atior ale cortained
an itom Ebellod * Perticiparions Firaseitres " amountng to LE, § 255,
At ono time, the Banco di Roma owied 3 quarter of (ke shures of a
large m'ning pompiny ergaged i the production of phosplates i the
vicinity of the Red Sea, o uf it had & largo intrest in & transpord con-
oo {F) In 1905 the National Bank of Egypt took up the e tiro isuse
of b per oo ¢ debimtures (20d saries), amounting to spprorimstely
LE. 420,000 of the Mur Spirnmg and Weavieg, Company. The 1944
repart of “ Banquo Saures, “ & private bunking corcern, diselosed that

the ba & had, during the war, purticipated ix three comgardos: The

Noabur O 1 MAls, the Zre Shoe Factory ard the Hee ri Sorisaed Coanpany,

cloar that their pre-sccupation with the Ghanse of irtemalimal trade

-
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Forthermoire, the banks under review grart shost-term crodits to
industrial concerra ngainat the deposit of suitable collatom], on the
tacit assumption that the loans would be renewsvlo at maturity. The
noed for this type of accommodation varies from flrm to firm, being
affected by sueh factors ax the rate of progress of work in the factory,
the rate of stock tum, the termns of purchbase of raw matarisls aed the
terams of mle of the eal product, The collateral degosited covsista
malnly of securities owaed by the ectropre: our, in the case of family
conoerns or, in the case of limited liability comganies, those repro
santing asccumulated rosrves, Short term firarcing, through bank
bany, is peofurred to the outright realization of securities with a view
to inveting the procesds, especially whes the entropreneus roq\nl'
tetmporary accommodation of anticipatos s rise in the price of
sacurities, ve, u fall in the long term rato of i terest. Morvover,
when the furds nesded are ot considesable, resort to the capital
marke! may bo extremely costly is view of the high cost of ssue and
its indivikMilidy.

‘A stely of the published accousts over many years reveals that,
while scane of the large trazspart ard poblic utility companies aTe
creditors of 1ho bat ke, there is & lange number of compcmu with coa~
sideiable bark oveedrafis,(!) and whilo some oo cerns are, st times,
eraditors of and at others debtors to the hanks, rot a few are persis
tastly i dobted. Furthermore, many ooncerns do rot show their
bank overdeaft as o soparate item in the balincs shest, bet lusmp i
together with nundty oreditors, Os the whole, it scets clear that,
whille the vast majority of small a-d mediums.size frms are without
erodit facil tios, well established industrin] compenies, mpecally thoss
which are foraig:. owred and sdministered, get adequate crodit facili-
ties for fi ancirg their day to day operatiors, This view is corrobo-
rated by the fi dings of the Committes of inquiry appointed in 1917
1o study the eifects of the war on Egyptiar industey and trade. The
Commuitten(t) was of opinie that wel! managed concerne in iedustry

yoxr
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had at their disposal eredit facilities not inferser to thoso available to
pdustrialists abeosd. However, it streswed the fact that rascert in-
dastries Were handicapped by the absence of eredit @ stitwtiors to help
them tide over the difficult period of iwitial growth. (*) The Committee
oxpressed the view that the establishtuont of an irdustrial hank would
#o @ long way towards the mobilization of indigenous savis gs ard ther
investmert s industrial undertakings. Sech a course of activn would,
# was angued, reduce the abwlute depedenco of local indusiry om
foreign capital and, theroby, save o substantial part of the interest
and divide:ds accrwing emch vear to capitalists residing abroad,

(3) Other A gencier of Industrial Fiance.
Bofore turnng our attention to the Bank Micr refervrce must be

.made to various ageacies which have come of Iste 10 play en imorea-

smgly important part in the fiedd of industrial fir svce.

In the G place, some of the smalles irdustricl writs are portly
fisanced by Lans and trade credits froin Iarger corcerrs.(®) They
are also hnavily irdebted to suppliors, as may be gauged from the size
of the item * Sundry Creditors ™ or * Fournissews " in the's balacce
sheets. (%) They receive goods and services from wholsalirs and
manufacturers on credit for longer periods than thow they sliow to
their cavtomyrs, Fasilities are available to amall cocen s for the
purchase of wachinery by the iestalment system from dealors ard ion-
porters, who proceed to discount their promissory notes at the ber ks, (*)
In allthis, one can dotect a sysem wherehy risk o apportioned siong
numerous intermediaries, with » comsequential toduction, bn its incider co
bocause the large cocacerns and whole:alers aro. bo'ter suited than the
banks to judge the ' argial requiresserts snd peorourceor the credit-
worthisow of sl undertakir gs. Thus, “ the vast nember of credie
instrome: ts created by mercartile credit become the feeders for bank

1) As example of e dfoudties entounteral by amall b cined
‘t’hnmdd- dOm&W :

- w
-nnua-n: tmder as they canoect aford te carry

e the balumoe et of the Misr Oomerets Developmest On
(&)’“:luh‘. Wmﬂ'”hﬂ.lﬁnlmbmmﬁ‘
evamant WWMM (LB 6L

o mumﬂbmdumm Thes, In 1000, Xhe
L P "l

‘:: d-ho:‘(ﬂlﬂlgl -:-m-m-mm M

Continenial frms offer cxtonded credits to beyers Feypt,
lu‘&-g‘uu':.nsmlﬂ wale, u.'u::..gd Trads, Report
wem, n 2
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etofit, P} Msrckast eemployors still play an imperfant rofe iz cortain
village mdustries. For irstacee, in the carpet industry of Upper
Bgypt, each village i served by a morchant who advances money,
peovides raw matarisiy and buys the fvished peoducts which he soods
to the urbax cenfros. Morcover, Igaling department stores asd
wholombory finance small scatternd weavars, shoe-markers asd
firniture masefbeturers,

Secoudly, a geod dealof financirg is dome by holdirg companies and
Pprent covcems at home and abrosd. The holding companies in the
cotton, cigaretto and chemical industries, with their strorger fi ancind

Manding & d borrowing powers, holp fir anoe their subsi faries ; while
firms w. k affiliatioss shroad are firanced, both as to mitial axd work-
ing cipital, by the parcat coneorrs(®) Thus, in its balarce sheot

for the ymz PMO, Siomons Oriect S A owed Some: s Berlin thesumof.

LE. 94068, The Nils 0il Co. (Copital L.E. 20,000) owed LB, 12,553
o Socony Vaowam. o 1908, The Ford Moter Co, (Hgypt) 8.A, owed
ths Fond Co. L.E. 92,152 ard in 1989, the California Toxss S.A. awwd
LE. 175,817 to Califorria Texas US.A.

In the thinf place, some insurance companies, notably i Tn-
Franey, esnploy part of the large resources at their commmand to i ares
the growisrg i dwedry ard trade of Egype, The exte s of this type of
fE:anong Ras, R'therto, booa rather roglighle as life insurance offices
favour iaverme:t in Governmort securities, shares srd dobe tures
of publ wt | by compenios, and prior chorge securitins of the hotel and
suar bduy rioe, A bmadoning of invedment policy may, however,
Be expected i the noar future, Jrervasad ommpetition smor g 1ifo
officor, the low yield of gilt.ofged sscurition, especinlly sfier the recent
coavervion operation, the vagarios of the foreign cxehange matket in
the [ ter-war yourw and the resnlting losses on forngn i, vostinests,
the lmpoytion of exchar ge control shread, sand the yrovisonn of the
new insraroe law of 1940 (%) which requires companios operatay in

T cxnmnive roairve o tode conlit and its adveoe
-w: mma’&hﬂm

[}
D Pirretivene” pintyg of chaw
“Diyoet Do Beeny owad, at the cxgemse o™
d’ oy satmont, m-& irdeatrialy Yaekward cowntries;

o
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Egyph to invest part’ of thelr socumulated. risorves locelly ... all
tMeso factors will teod to indoce life lesurance effices to reck a partial
cmployment for their steadily increasic g furds in idustrial poperor
inthe mortgage of industrial property. This practace has boor. gaining
gound in Boglasd and the US A, where insurass.ce cosees ies, invest-
mast tevsts and other kestitutionsl isvestors take up large blodks of
seeurity boues, In 1920, investmonts in the form of debectures,
prefecer oo ard ardinary shares formed apgroximately 12:45)5 of the
total assets of Beigid inveranco compacies. () In 1001, the distribue
ton of asets of * Asutsnce Comgasies " esablished withis Great
Beitain showed stoeds and sbares (preferer (o, guarm teed ar d orci ary)
to be 13.9°L of the total assets mmow tn g to L, 1,218 millior-. (®)
Thay are known te be interested i chaln stores, the £lm and motor
imdustzies. An analysisof the secunity holdings of joir 4 steck ccmpan ies
in Egypt ahows an overwhelmir g pregor derance of the fixed is tezest
prior charge type of seourities, Egyptian and Foredgn, A potsble
axxeption is the Mist group where old established o mpenies cmploy
part of thair reserves in acqairing sharcs in newly established * Mir ™
companies.
Finally, mention et be tuade of a new devolopmert in the field
“of industrial fivance, namaly the recent establishanes ¢ of &t wmbes of
financo comganies for irdustry axd trade.  The followa g table pves
some details, gleaned from their published accors ts and reports. The
activitios of these fiezas have beett more conspocuous iv, the textile
industry and in il production, acd their fosador ar to be fosed on
the board of comparies foxmed under their segix, but they are rot
entirely devotoed to the finance of induriry., Besides dealing i stocks
and shares, the undertakirg of seevices accillary to cagpita] meues sad
the granteg of Joass to aflisted concery s, they engage in commarce
on their own account ard some of thein combice wilh the busines
of financing that of buildors, oos tracters ard estate sgw ts, Their
published accous tx do ot always skow the resalts of their s durtrial
nctivities separately, bat it may be statod that the rapid turover of

their advarces sed participation may compensato for the smallress

of their ecapital.(®) .
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CHAPTER IV
Tar Baxgmo Svarem axp yun Fixasoe

oy Ixpostey (contd.)

(1) The Bank Misr and the Fisance of Industry.

Tn contrast to the pa¥icy of the foresgn bavky operating in Egypt,
the Bank Misr has persistes tly pursned a policy of notive participation
in industry asd trade. The purchase nnd sale of securitia and the
participatson, iv industeinl isues figure amosy the parposes enumerat-
ol in its statatesr. The bank hes doveloped on lines lying midway
between pure doposit bankieg, of which British hanks are supposed
to be the paragors, and pure long-tern, flsarciog, the kind of business
onoe meocated with the contimental basques d'affaives. In other
words, it combined with deposit banking asd the finance of a snintane
tial part of the cotton erop, other functions wach as the formaticn of
industrin] and opmmercial companies and their equipgent with per-
manent capital. -

The participation of the bank has taken mavy and varsed formes
In the first place, it embirked on an ambitions programme of company
floatstion in the fi-Msof industry. transport and commerce. Table |
showy the extremoly hrtarogemous natare of these undertakings and
the extent and eatifizutions of the bank's participation. The vew
comparies did not represcrt attirely new (Bvestimont, ns many existang
comceras were converted uader the bank's anspices, While spreading
ta viaks s wilely a8 possible in onder to aveid locking up large fundx in
a few coteerns or a fow iedustries, the bank Had a particularly stromg
foothold in the textile industry. (See Table 1 overlesf).

The extent of the bank’s participaticn in the group appears in the
annual balancs sheets, In 1057, the valie of shares in subwidiarier
held jn'the poetfolio was stited to bo LE, 612,900 and there wiv
8 resesye fued of LB 235,000 earmarked for initittbg. and loatering
Bew cnmdk'- These two figures do not, however, give .‘.‘ whole
picture of the bank'a commitmesta in the group, for, as will s seel
presently, advances o’ gerrent acccunt fas in exces of the bank’s
capital and reserves we _lqyio to the group in general, snd 10 Mise
Spinuing and Weaviug in particular,

!1:‘ N 3

e —
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Tapim I —Trr Misx Grove or Companies

Teztiles Capitel

L
(1) Misr Spinnisg sod Weaving ... ... ... .. .. 1,000,000
(2) Misr Spinning (Pine Cotton) ... ... .o .o ... 500,000
(3) Misz 81k .., .. .. s - (k. Se iy e e - gna ' pt 75,000
e e e e 45,000

Transport .
f1) Misr Lines ... .., REL 7wt b Woimn L oo 2 W | sna 200,000
(2) Miwr Trasmport and Mavigation ... .. .. .. ... 150,000
(3) Misr Air Works G AR ROV e I e ' 80,000
(I T T A T R e A P 7,000

(2) Mser 'Cottgn Bxport ... .o o oee ere e e 160,000
(5) Mise Sale of Egyptian Prodwets ... ... .. .. B 000
Masecllancous
) TR S v S N e 30,000
(2) Mnr Mines sod Quarrien ... ... . i oo 10,000
(%) Misr Ginning ... ... B LY S TR
{4) Misr Pﬂing el U e e b ol s YTy e wew 00,000
() Mar Whabeorien .o tii oo v e S 75,060
BTN TR Y R e B e 70,000
mlﬁc M e I RV el (G SR T ERe T mell T o mom
(8) Tauning and Leather ... ... ., 50,000
9) Miar Pharmacensica) ... .., St sl JALE Nt 19,000

" Morar ... .., 204,000
' ——— T

Uu!grmuly. the managemont of the bank, in the Jforesative
stages, was eharacterizad by a certain dogree of Toeklasmess, which
wits lcat sight of in the wave of popular enthusiasm that groeted the
establishment of every now eompany, Not enough time anid gare
wetn devoted by the technical allvisary department to studying ‘tiw




AAL BL-GRETLY . —TIE STRECCTUME OF MODERN IXDUSTEY Ix sayrr 4256

potentaalities of the new undertaking belove lawching them. The
lack of careful planning and investigation is exemplificd Uy the case
of the “ Sxciété Misr pour I'Industrie de Papier ™ which was founded
in 1924 with s capital of LE. 30,000, It was then [owund that econo.
mical opratios becesstated 3 capital of at least LE 250000,
wherenpon it was decided to pastpone the graject indefinitely.
Moreover, n very lnzge messure of comtralizstion and vertical jute-
gration was adopted and extensions were wndertaken ot breath-taking
speeds. The results wire, at times, dissstrous. Same Mar compa.
nies never doclarod a dividend despite protection and govermment
asastance, and in some instances, as it transpired later, dividends
wore paid out of capital. Some companies wore found to be over-
capitalized at the time of the compulsory reorganization ordered by
the government as & peecondition to its intervention to grop up the
bank’s position, The bank sustained heavy losses n its endesvours
to bolster wp its offpring. {*) In 1940, it made up the accwmulated
losses of Misr Fisheries and Misr Cinetra smounting to LE. 14000
and LE. 03,000 respectively, asd in 1912 it Sore the losses of Misr
Oil and Misr Tannisg amowsting to LE. 61,000 and 42,000 respec-
tively, Mareover, large Jozns were granted 10 cotlon dealers, whose
fimancinl position had daberiorated beyond repair, for the sole purpose
of keeping the ginsiog mills, the river floet, the insarance and export
companies thriving. Considerations of peestige wilitatod againet
the carly liguidation of wsprofitable covypanies.

In Tecent yours, o mumber of new companies bave bern Tnunched
i5 partnarship with poweful Soreign tntecests. This degarture from
earliee practice may heve been due 1o the bghly teckmical nature
of the operatioms igvolved, the imperative vosd for secruitie £ & Jasge
-ul of foreige exparts, and the unwillingress of the foreyp: i terests

o provide the roguisite technical aquipment without participatieg
in the proposed campanies. Iu one ense, portivipation was agroed
to after the foreigu intareets haed fhrestened 10 start sew concerns
in competition with those developod by the bask. Thus, Misr Jzsu-
rance was Tormed with $be belp of the Brithh firm of Bowreyg and

1he Asiesragioni Guooeeale di Triea, Mise Shippirg SAE. wae

fossded in parte esvbip with Cox and ¥iegs and the twe commplemes-
tary firms for the splening and dyeing of fize cotton (Kafr ¢l Dawar

) A Regorts of the Bud, N o e Lcaciied
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and Deida) wero the resslt of a workog agreamant medelled oo the
German " imtoressen gemeinschaften ™ with the all-powerful Bradfosd
Dyers Association. (1)

In the second place, the bank Musr sponsored all issues made by
s sabsidiary companien, Applications for subscription wore recsived
nt the offices of the bank all over the country. Owing to the back.
ward stato of the capital market ard the absecce of specialized sue
bouses, it had to undortake all the operations ancillary to the morketing
of their securitios. Thus, it bad to perform many services which,
in Gieat Britakr, would be the sacrosanct presarve of company pro-
moters, isulog Bosses and undeswriters.

The Bank snd a restricted group of capitaliste had to provide the
wihole capital in order to ensure the success of the ve ture, becanse
existing company regulations provide that the capital must be subs-
cribed i v ity o tirety, and at loast 20 ¢, paid dp on application, before
A limited labilty company & lozally constituted. I thbi itialcapital
of Misr Spinning and Weavisg, the bank subscribed LE. 136,300
s of a total of LE. 300,000, In the case of Musr Sitk, Mise Fisharies
and Mz Flax st provided 6594, 44 9/, and 40 °f, rospec tively of initial
eapital. Tu 1944, the bank lmld 30 04, of tho shares of Misr Printing,
Misr Ginning and Misr Navigation and 30 ©f, of the capital of Misr
Cotton Export, At the tinse of re-organization the bank held ax mach
o 75 9f of the oapral of some of the les well-k owa companies,
When the companins wers sstablinhed, the bank proceated to unlad
part of ite holdings by bwuicg a prospoctus inviting subreription from
its wido olisitele. A comparison of the balance sheets for tho years
1937 and 1993, for instance, reveals & sebatartial reduction in the
item “ participation in isdustrisl and commeecial covearnx founded
by the bank * fioes LK. 512,900 to LE. 178198, s cloar indication

of the bank's suecess in disposieg of a substantial pert of its securiny
boldings. Th socurities of the Mise group wers almost always ronu.
native and the right to sequire them was, urtil the recect re-orga-
nization, resorved to . Egyptisn sationals. This restrieton must
have advessely affocted the marketability of the securities of the Misr
group.  Owing 1o the limitation of demand, the offer of a large block
of securitios woald, without the bank's Intervestior, leed to a corsi-

derablo fall in quotations.

(O] 'l\o-nldnqhbbt—lhldh 03 "Musmre. Tata, Sogs & Co.
orleded an -mm-«t.m»
th-dnl I‘otnlnh mh-ulah..!l-dr osulrol*
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Somatimes, the Mur Companies made direct appeals to the i vest-
ing publie ; but it was tacitly assumed that the bank took a large
moasure of responsibility in respect of the issues, axd whes ever tho
public failed to respond readily, the bank had to step i ard alsorb
in its 0w poctfolio the romals ing part of the isie pending its gradual
unloading, One of the lesons of recest banking hitory is that such
practices are franght with grave dargers. For, despite the attrac-
tions of lsaning ard uaderwriting commissions, thero always lorks the
dangor that a fow unmoeossfel fwses might wipe out sany pagt profits,
capectally if o trade dopression wtarvesea acd causes o catastrophic
fall in weonr'ty pricos, In erder to facilitate the free merkoting of
seouritios sponsored by the bank, the Société Co.oplrative Commer-
clalode Cralit, a floance company in which the bank & haavily iotorest-
of, nndericok to lond os the serurity of shares of 1he Miar Groap ().

In the th'nd place, the bagk has boen overgencrons in gratieg ad-
vances to the Mise group bath for working capital, e loar s of & solf-
liquedating ratvre for ficanch g wage paynusts and the parchase of
raw miterials, ss well as (or undectakirg extorsiors, pressmably in
antiipatim of rocomse to the capital markes, ) It has done
® occado ally with Srms outedde the Mir group, ) Motoover,
a study of the distribetion of loaxs grantod under the * State Fi arcial
Aid 10 [ dusiry " scheme, whick was administared by the bank Misr,
reveils that 1he lion's share in the loans wee t to the Misr groap. The
follow'ng table Tl shows the magitude of the bunk’s sdyances
to its subsidiaries in various years, It will be poted thfie, in
many instances, these advances eveeodod the paid-up capital
of subsidinries, snd in the rotable cise of Miwr spinsing and weaving,
the loass graatel amousted to nearly threo times the paid-up eaptal
of 1he bank. Thewe lodes many of whieh were for all inents and
5‘"’“‘" '; o wEe o l‘"“"l pariicipations, were contractad to

napco  hoge Prograinme of ex ensions extending over 1
in the hope that, aventuaily, th.y would be "'f-“ndu"”c:{ m
procec s of new capital & ue.,

1) Experienes in ovnstries praot mized benking
anderTake 0 S[xsior serurity #mppests (hat whenesrr
B e e e ety

— e e— <
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Fourthly, the formation of some companion was the result of the
inmlvosey of an isapeetant industral coscors with heavy comm/tsoe s
to the hank. Io order to avert hanbraptey, it had to interve ¢ 1nd
convert the firm into n limited Hability company, with the bank holk'ing
4 controlling interest in exchange for fiopen lear s proviouwsly mede to
the dofaulting debtor,

Two finalremarks on the attitude of the bank to the conoeres devel: p-
ed under its segis. The bank had an imporiant say, ove is tempted
to ndd the firal say, in the managemer t of companies comprisir g the
Misr group. (% This close association s cvidorcad by the fact thst
the managing directors (Adm wistrateurs déligués) of the bark weeo,
in almcnt all cases, the mar agag directors of the asociated comparios,
The attitede of the bark tow.rds the format e of moropolitic crgeni-
zations has bosn sympathetic throughout, and it has beer at the fore-
front of the ng'tation for protection, Itselfa party to a bankers’ gec .
lomaens’ agreement for fixieg interest rates axd bank charges, the bank
has o coursged momopolistic action by its sstuidicries,

Some writars have staurchly deferded the policy of the bank Mir,
poimting omt with pride to its sndispated role 25 the ploneer of large
scalo e terprise carrind out with Egyptisn capital and labour. They
have mught to compare it with the policy of the Gorman banke, uni-
versally considece] as the paragon of mixed bat king and lovsg-term
associntion  between fmanco ard irdustry. Soch a view is palyably
arroncons and its adbeterts are labouring undes a serous misapgre
hecsiom regarding the role of Gormas baz ks in thofitance of industry.
The facts of the matter are as follows.

Boco the midle of the 19tk century the Goiman “ Grosshanken
bave bees Enstrumental in directing the fow of xavie g into industyial
channels, thereby spoeding up the tempo of the irdustrial revolution.
They balped provide finance for railway corstrintion azd for the phe-
nome al development of the steel and ship-bulldey industries, The
‘statutes of some banks stagowered thets " to bring about or particpate
an the promotion of new companbes, the smalgamstion or consol da-
tion of differost companbes and the transformation of industrisl
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under takings into joint ook form™(*F).  Set ween 1871 ard 1905 the vast
majority of compacies wero formed sndor bank asspices. (7) Morcover,
unlike its British prototype " the average German fires has always
depended to & romarkable degree wpon obtainisg curre ¢ acoount
sdva cos, and that rot mesely to peovide self with \mrhzg ﬁmds
bat alw for the purpose of extesding its pormanent mpm t.
antiipation of recourse to the irvetsant market.” @)

Howover, the German banks never contemplated any lasting partie
cipation in industrial enterprwes. Thoy beoked at their industrial
ivvostments as & locrative temporacy outlet for their serples funds and
profits from investmert in seruziths wero nover a major item in the
banky’ profit 224 loss accounts . It should alse be 1ote) that whilo
in dustrial participstice: wax importart o crodit baa ks befove the firss
World Wor, its relative importas ce dockmed with the growth of the
inteenal short-derms mecoy market aed the eahsrced mmportance of
the role they played in finar cir g inten ational trade, By comparion
it bcomes evide t that the Burk Misr has gono mech further than
German banks in its industris| policy by flosting new companiea and
hobing a majority mterest therein. Furthermore, the mirudos of
Germen banks in the mavageme t of industrial concems, nssociated
with thetn, espociully & tho case of large scale integrutod Srms, was
#ot considerable, at least an long aa they wero prosperons, {4) Bark
ropreseniatives sat on the Asfechsteat, » supeevisory body whose
sim i o protect sharcholders agaiest any abuse of powes ou the
pert of diroctars nnd to exnmne the balanco sbeot, and profs and Jom
nocogmta, together with the re.omase dations submittieod by the board

10 the samual meoting of sharclplders. ¢)  Thin is an octively difforont
policy feom that of activo intervention in masagemeot punued by the
Back Miwr, in whose hands reide full control of the group. .
It would be muals 1 me scourate to eumpare the policy of the bank
Mar with that of the Balgan, Austro-Hengarian acd Eastenr European
bunks, where the lic ks betwesn credic banks snd mdustry are vory

' :
mr.n.mmm in Germany, p. 12 quoted from Bosendek * Die
peadateke gemichte Btk

mnl- Jions, “Zar Emwicklesgepuchichle der dentaches Grossbaskes
e

@1 Wians, op wt, p 38 ‘ e -
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close indeod, and the destribution of bhankers' awsets dis loses = low
degreo of lquiday, In Delgium, indedrial Brascimg was for lorg
the main precccupation of banks. They ™ became a recogmized souros
of row capital for the foundation of new ereterprives, often toki gthe
initiative in their creation, snd for the doveloptme ¢ of existing urder-
takivgs, In return for providig them with capital om Jovg term, the
banks obtained varping degrees of control over indsstrial urdestakivgs,
cither by holdizg large blocks of capital or by being reqwern tod on .
the boards of directors. (1) Similarly in Austria, holdings, ir the
form of shares and long term credit, constitutod a large proportion X
of bark sssets. () " The Vie:ness barks aro industrial bet ks par
excollesco. They control dirsstly ar indirectly the great bulk of the

indmstry asd ther relations witk i dosiry are in go emalcleser than

in Gersnavy. They nre in & real se e the b termediazy bet woor xaver .
ard indestry, for privato vedse t & other than public ienes s

Intle practiood. (%)

(2) The Cricis of the Bank Misr,

Lilitins, depositars Tashed im to withdraw theT morcy from the huck
Mist n=d froms the Post-Office savings ba: ks which had large deposits
with ths bank. (*) The bank Mis was severely hit by therun because

!
e
I
i
|
e
i
i

£
b
it
e
t
1
£
it
“é

1
f
E!
i
i
%
]

™
duponitors, Fiob Dice saviags deponils wero irom LK.
0 LB, 740,00 i 1941,
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its cliontole is diawe maimly from the class of small capitalists who
are particularly suscoptible to romonrs. () 1t is alleged that a whis-
pering campaign, coupled with xn obstroctionist and vindictive poliey
on the part of the goversment of the day, precipitated and aggravated
the erisis. Anyway, the run pemisted for somo time despito heroko
oSortn on the part of tho maragemest to stave off diraster. Shortly
after the outbreak of hostilities, Talsat Harb Pasha, fowsder and
maraging director of the bank, tesdered his resigration. (') On March
28, 1940, Parliament dobated, in camsers, an act purporting to gua-
crartec the peea: t and future deposits of the bank as & first of a veries
of measures dosgned to restore confidence in it.

The crisis domoastrated the porils of too elose ar association bet wees:
deponit Banks and irdustry,“and of the failure to take adequate safe-
guards against the locking up of & large proportion of deposits in long
term industrial leeCing.  The question of mixed banking will be taken
up Iater. Hexe it must bo emphasized that there wero other contri-
butory canses, bosides its i1 dustrial policy, for the detacle of the Bask
Misr, In the first place, large sums bad beon lont 0 landoweees and
cotton mercharts on the sequrity of land an surban properties with
the reult that 3 comaiderable proportiom of advances was highly rot
liqed, Tnspired by patriotic motives, and cuulsting the exsmple
of the Governmant in assisticg Iand-owners in distross, the bas k bad
for bong, refeained from faceclosing om the property”held as security
for what were in essercn mortgage Joans outsido the soope of & deposit-
bank, .

In the second place, exses of palpable mal-sdministration hed been
apparent for some time. The accourtirg and suditicg sy:tem of the
bankand its affil ates left much to bodesirad, At oentime, the nediting
of the bank's dooks was e trustad to two Migh-rankizg civil servants,
The situstion in the ssbeidiary compunies was oven woree. Their
scoonnts were audited by ore or other of the departeoental hoads of

£1) This & wignifeant in view of the defence of the bak's palicy advanced by Dr
Miraar sctrusted to the bank ave o the nature of savings, and
herefore their turnever or veioelty sy be saseeed 10 be very ssall. ™ Op. it p. 137,
Prrther on do arpaes ~ Tho stenin of ligubdity of sssets Je 1ot w0 aninthe case.
of Navisg 10 eater foe costomere.”  Jhid 135, The same
ﬂnbap—w‘l Jaxes, 3
atgues that the # deponite, being lows mebile than those of Perogeas danks, it
Qm&mmmhmommdﬂmmm or

(%) The Facostsist, May 35, 1940, p fo.

s e
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the maw oficeof thebank. Eves with the best intentions i the world,
these go tloamee could not be expected to poixt out to the maragement
any defeots, however glarirg, or to ter der any criticiam, bowover mild
lest they incur its displeasure. Consequently, when at the titme of
re-organization the accounts were scrutimized by peofesssoral firms
of ohartered accountants, s hege daficlt was discovered, The nssets
had been over-valoed azd ro adequate provision was made for bad and
coubtful delbds.

Firaly, the abserco of & centeal bank, io the trae’serss of the term,
was an aggravating factor, Had the Natiosal Bark of Egypt rolnxed
somewhat the shiftahility casoos of erthodox ceotral har ks g theory
and nocepted sotse of the securities in the portfolios of the bank Misr
as collatorsl for a large loan, the tersion would have undoubtedly
been easod and tho debacle averted pecdicg reorgasization. As
the runm was localizod, shiftabilty to & Ceatral Bank wonkld bave ap-
preciably eased the situation ; but in Egypt there is o locder of last
pesort.

The special law ambodying the recommendations of cabimot and
Parlinnent for dealing with the emergercy was passed i July 1941,
The pattern of reorganiztion was as follows —

(1) The Governmest guarantesd the presect and feture deposits
of the bank.
(2) The capital of the bank remained intact at LE. 1,000,000, The
dafict of LE. 4,191 454, resulting fros the revaluation of assets
"was to bo made good yastly owt of satutory reserves, and
portly out of the “profita ™ for the two fieancial years 1069
and 1940 of tho back and its suceesaful subwidiaries.(t) The
roma ndor was provided by the Govenmert out of an appeop-
yistion, amounting to LE. 2407443, from the State Resarve
Furd. Tt was agreed that in the course of the disposal of its
frogen, dobis, any amounts realized by the bank over acd above
the valoe estimnted for the purpose of reorganiastion, would
be divided between the Government and the bank in the ratio
of 3 to ).

e ———

g
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3) In respoct of the Misr Group of companios it wus docrend that
the sucosmll ones sbosld, within o yoar of the comng into
effsct of the law, convert any dobit balances owed to the Bank
Misr into shares or debentures to bo sold to the publio, priority
beiog givea to shareholders ard dopositors of the bas k. Us-
suceeseful companies wore 0 go into voluntary liquidation.
It wan forther decrood that tho rotsiative shores in sibwide
inries, hold in the bar X's own pestolio, sbowld be o verted into
bearer macuritios and disposed of in the opes markes.

As 8 consderation for its intorvestion, the Governme t acquired
1,000 foundars” shares of no-par value, e titled to a share in profits
after a statutory appropriation to the roserve fund, ard the payment
of astipulated dividend, Moreover, the act gives the Minister of Fic arce
tho right to veto appointesets to the board of directars asd provides
for the appoistmest of & govers me 1 commbsioner, who bas the right
to atte: d boards meetirgs i an advisory capacity, st d to deaw the
attention of the mazagement to any sets likoly to jeopandize the
terests of the ack. If his views remain unbeeded be may regort
directly to the Chareellor of the Exchequer.(t)

It will be soss that the principles srderlying this ro-organization
schama age a-alogous to those adopted ks the USA, whe the Re-
constrection Fizaseo Corporation and the Federal Degosit Tr sursnce
Corperation were formed to salvage the remmarts of the Améeican
binkng system, Ove of the groat services recdered by the RF.C

risk of & ge eral run on the banks durmg financial panies, whea s
bysteris is unieashod.

) Mont of e Misr sompanion have Soae well daring the receot war asd ave
Seon alde 16 repay the I-Ml?l%u—n.-nhn-lboﬁﬂh
their iadebtodnem Lo 1he Misr, Pollewing the sade of 1he &5, B N the
escasbioent of the famtance oo 88 Zameams, Mie Lioes was aMe to contribute
L.E 350,000 8o tho seorpasization Vusd. The Baak Misr owned 98 2, of the ahare
capital of tho comipany.

“What oy bhe termed the moet revent derimed o
Jwﬁmmumuu m::
visboos of the Banking Asts of 1990 and 1108, 1ho of sach degumiton
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A final quostion st be azswered, Has deposit jnserance cone to
stay in Bgypt 1 It would be a grave error on the partof the Govern
ment to continue such a policy, owing to the absence of 3 large nen ber
of independent risks justifying resort to the principle of corsolidation
for their elimination or reduction. Mareover, it may be corducive
to megligonce, laxity asd relaxation of the recognized tenets of sour.d
banking.

(3) The Theory of Mized Bankiag,

In view of the importavce of the subject of hankers’ advances to
industry in the special cricamstances of Egypt, it is proposed Lire to
marshall the theorotical evidence for and agaisnt industrial banking
i, the granting of intermediate and long term loars to indw try,
and to wied up this chapter with a brief sccount of the recent history
of mixed barking.

It is ecessary, at the outset, to bear in mind that the line of demar-
oation hetween short, intermediate and Jorg term loans is recesarily
blurred, and that the diffeyence in the relative liguidity of bavkers
asmsets b & difference in degreo rather than in Xind. The fact is that
certain credit banks cossistently grant intermadiate orlong term credits
to fi .anco ranowals or extensions of plaxt ard machirery,ie., increasing
the capital intersity by the we of more roundabost tiv sconsur.ing
processes, In such cases, it is usually envisaged that the loans would
be re-paid out of the procesds of future capifal issnes, the bank e
funds being then releasad for other uses. Conversely other vas ks
refraie from suoh operatiors, ox irdulge in them exly to a limited ex-
tent, while coscestrating on the fi ance of teade and the provision of
short term loans to indwsiry.

Fuarther-ore, whatever, the barkers intertions may be, it is vot
within their power to irfluesce in any appreciable degree the use to
which their loars are put.(’) Baok loans are merged with the entre=
peencurs’ own resources and the grasting of rogolar short term credit®
emables him to invest his own capital in fived assets such as plant and
oquipmer t. * [odirectly, the tanks might be ssid to bo cltivatdy
sxpp'ying loag-term capital, sinos the facilitices they offsr ensblo their
olinsts to scoromize in the anourt of lomgterts capital which they

() CF. Prama Naowror, The Stek Market Crodit sad Caplial Parmation, p. 233,
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employ ; without adequate banking facilities the volawe of long-term
cap tal nocomary to fisance buvicess would ba vastly incressed.” (')

Tho ideal distristion of bankers' sessts would be that whichstrikes
A happy balance betwees coosiderat 'ons of liquidity and peofitabilty,
i.a., Between the mainterance of an adequate sepply of cash and quick
assets, .o, morey at call and short votice, and first class comsercial
Lills, on the one band, and the granting of commercial and industrial
loans at remunerstive rates of interest on the other. [nter-regisal
or isteraatioeal differences in the composition of hankers' assets
Bave their origin in diffsresces in eoomomio developyent. [nter-
tomsparal differences in the assot structsre of banks, within a particular
cowtry, may by dee to structeral econoeio changes, as when, in the
ioter-war period, British tanks were forced to accept shares snd
debentures in industrial concerns in exchange for their frozen loans
o the basic industries.  Close relativoship oot ween banksand industry
it encountered wherever industrialization was late or slow in pace,
whire savesgs were insdoquate and did not find their way easily into
indu'trial investe eat and where there was a paucity of outlots for
sherttern investmest by the baske The structare of the capital
mark 4, the availability or otherwite of vestment intermediaries
and an evterpraving inveting class are alo decimive factors.

S) ecrgume tsagaiect o ixod banking are baced on misconception.
Fir isstarce, the costertion that the mamtenasce of a high degroe
of ligquility snables 2 bank to go theough depeessions and panics uns-
eathed is fallacious. Poriods of acate fiiancial criss may destroy
the liquidity of allegedly highly liquid assets. During a stock-
mark t panic superimposed upon s trade depression, widesprosd
bank ‘upteies ooour, and x Lirge part of trade-hills, the sellliquidating
assets par oxcollenen, re ¥ ams unjuid | shoet-term loans becosre frozen,
and concerted netion by the banks to demand repayrent only sezves
1o previpitate further disssters. Moreover, such periods are char-
acterizad by a heavy fall in security prices, not exoludisg debentures
and government loans,(*)  The desing down of exchanges may peochode

() A T. K. Gnane, A Stedy of the Copital Market In Post- War Beitain . p 156

m-lmummmammmwummo
declize in tha boad averages which cosstitvtes the really aed arresting feature
of recent flzancial Mistary.., The heavy Jomes taken by conservative investoes since
IR warsant tho seticun quostion, s there weeh & thing as sousd ned satiifaqtory
invesizent ** Grrasaw aad Dopn, Secerily Analysis, p 2

-
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the pow ibdlity of converting securitios imto eank, A ren on the bankx
at such timses endangors thair position however wellxanaged they
may ve{')

Yet the array of argaments against excessioe mixed banking is an-
pressive. In the first place, too close an association with indwstesal
oomecrns rendess the bank hypersensitive 1o stock market oscilliations,
The value of its assots bocomes dang rously dependent on the son e what
fckle and irrational judgement of operators on the steck irark-1s.(%)
The failure of a concern in which the bank i kaown, or thought to be
heavily i terested, way sndormice public confiderce m it and if & run
develops it way affect other banks as well. Such crises, with their
attenda:t piychological shocks, kave prrmicioas effccts om the state
of comfidence. They waually usher in periods of stagnation, defla.
tionary aperals and hoarding.

Secandly, the risks inberent in industrial participation are tco groat
to be safely combined with deposit bankirg.  As Yeidels posnto! out,
in & meroradus submitted o the “Indian Centeal BankingCost o 1 e0 ™
industrial financing requires much expericnce and an establinbed p licy
of sound vankisg. It also demands conssderable capital aod a firm
resistence to speculation temptations.(®) lodustrial investmeort may
turn out to ve unproftable or red ndast, In a dyoamic weeld, cons
ditions of demand may worsen, causirg chionicslemp in cestain ivdus.
tries, where factors of production are bighly specific. During booars,
banks mway move witlethe tide ard shirs the prevailirg optimism
regirling the prospects of capital iove trent. Thus over-investoent
fed by liberal credit from the banks, nizht occur especiallyin industeial
producing goods of kigher order, in accondance with the principle of
acceleration and magrification of derived demand. With the advent
of depression, banks may salfer large lossps. The ricks are more pro.
nounced whes banks proceed to start industries in ecorom ically pack-
ward aress, lacking & body ol enterprising capitalists, Largescale
mscistance by credit banks g such circumstances may be dangerous
owing to the risks attending the floatation of rew esterprices.
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In the third place, n bank may suffsr heavy Josses if the public fails
o subcribe to the iwues it spomsars, It may be tempted, or indoed
forced by sonsidarations of prestige to undertake open market operations
o masstain thy mark tability of the securitios of companics asocioted
with it during periods of catastrophic falls in stock markst quotations.
Such policy mey be frasght with grave consequences for the fi-sncisl
position of the back, purticularly if it has to contend with persistent
Pear ragds ou the part of pow.rful speculators.

Fourthly, usder 3 tegine of mixsd banking, the Snancial grip that
banky wield over iodustrial undertakings enabdes them to interfere
undely in their masagewent.{f) The bargaining power of a firm vis-
&-¥is its Do koes, may be weakered by the presence of a  en ber
of the bank’s directorate on ita board. Banky can seqaite great in flsence
by threstering to call or discontinue their advances, or thromghthe
acqumition of strategio shares having isordinate voting rights. They
oan diotate or loster the formation of uneconomie mergers or other
88300180 10 restraint of trade for the sskeof profits from eapital
Soatation or if such action wonid impeove the earning power of concerns
controlicd by thew, regardless of the economic waste occasiored by
wach mergors, particularly if they bocowe too unwicldy for «fBcent
Earagement. Coutrol over a group of uadertakirgs in the same
industry enables the hanks to inflaence the distribution of anders or
the “ routing " of profits, Bach concornmuybe forged to deal exolusively
with the others regurdless of whather or not the prices charged are
commonsurate with the rulirg market prices.

Fiftbly, where banks comtro! induwstry, their command of the in-
vestment machinery way unduly influence the distribution of the
nation's resszreos. They may direct a larger proportion of the com-
mRnity's new wvings i 1to prrticalar fisdds regardlos of the productivity
of capital there, and its relation to the market rate of interest, To
masntain the valoe of exwting investment, this provess tmay continee,
whetexs s disisterented study might show 2o prospects forthe indastries

in which the invest=est takes placo, There also lurks the danger

that, when a group of bankses becosses hoavily interested in anindustry,

) Cf. Waakm, spsih., p. 5 = The groat dopesdecce of German induwtrial mder
e bank

wradit guve tha banks snceptisnnl powers, which they did zot ase
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it might view with disfavour the rise of mew Sris, lest their competis
tioa may have adverss effocts on the vafue of old investments. The
position here is analytically similar to that encountered in the theory
of momopoly, namely the action of & monepolist in putting inventions
and patents "o sleep *, Jost be might be forced to scrap obd plant and
machivery. Fioally, whanover a Bask maintaing intimate connections
with s groupof converss, thely managers foel assured, rightly or wrongly,
of gettivg crodit 25 and whon they want it, and this may be conducive
to a certain degreo of laxity and a wasteful distribution of resources,
The bark may also be tempted to help an insolvent afililiate with
hoavily usdercollaternlled Joars in the hope of tiding it over a persod
of advarsity, while, os 5 matter of fact, the firm & irretriovably lost,

Some argpuments for Eadustrial banking are found, on examination,
to be umound, For instance, it is sometimos alleged that the as-
sumption py a bank of respoussbility for the initial financing of in-
dustrial enterprises, asd the pebsequent isue of shares under its mgis,
afford some protection te the imvesting pablio against frawdulent
misrepresestation or ssppressien of fact. However, recont finaseinl
history in Gormany and the US.A. goes to show that Danks have not
been above suspicion in this reapeet.  In the twenties, Goriran banks
wure boneycombed with the jobbery and graft characteristic of the

' Kreuger period.{8) Their large dividesds were for the most port due

“to the exploitation of the carelessness, inexperserce and lust for

“gain of those taking part in bourse speculation ", @)

Daring congreeional bearings on the sale of foreign bonds and on
stock market malpractices, Anerican panks wers nocamed of * rigging

‘the market and exploiting the poblie thromgh their investnent af-

filiates ™. (%)

18 &6 aleo urged that participation by the barke in fndustriol Beues
ensares that the nation s resoarees aze not wasted in reckiens vo: tures,
This wosld bo sndoubledly the case if they hod » lange staff of axperts

 with a thopongh keowledgo of industry devodirg their time to tho

study of eackh proposed w‘mbmtbt«&wl\mhngmd
fleancial, sta: dpoints, therahy redecisg or elmiruting risks through
rescarch, While this sy bo truo of soano bas ks i Garmany, it cee-
taicly was not the case in Eastorn Burope, Iudia or Egype, The

Mk ta arce of such & pormarest stafl of experts regresssits a con-
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= :
| siderablo chsrge on the bank's resources, and its indastrial loan )
'; operatiops would have to be very large indeod im onfer to warrant the
i oosts volved,
| Blsilarly, it s wometimes conto ded that, where tho relatiorship
betwean f ance and ladusiry is very clese, it is possble to offoct 2n ‘$ .

exchange of dirsctors between Banks and indestry. Sech intorlocki-g
of directorates, it is msirtpined, is be eficial to all concernad, as it
affords bank diroctors & olear insight into the problesss of industry,
" whilethe prese-co of industrial mageates on the banks” boards e ables
them to put the views and air the grievanoes of the busiees worl,
Yot the alleged merits of wch armngemasts are grassly oxaggerated,
in view of the fact that the sorvices of able directors are widely sought
after and the time asd atteotion they can brieg to the stedy of the
problems of any particular concern are rocesarily pegligible. More
over, such an mterobange of directors is achieved in countries, sach
ur B glaed, wheee saixod baski-g is very little practised,
Novertheleas, the preceding argume ts are zot o plea for complete
bank ry “isolationisin. ® There ix rothing inherently wnsound in :
& policy whereby depesit bar ks uzdortake a soderate amours of mixed
barkng, () especially in view of the locg period tre d, discen ible
in muny countries, for bask sdvances to declime- nlﬁn’mly ta other
{ waso's, a1d the consaque tial noed for profitable outlets of irvest<d
- ment, Suoch policy would be advartageous provided,
® (s) thebanks exercso groat caro and foresight in selecting boe-
rowers with sound Guancial prospects ; the firancial starding of '
prospoctive borrowers, ard not the dusathon, of the loan, should
bo the dotermining factor. Ir vestmant in eutirely new vectires
asd in risky eaterprises should be restricted ;
() that thay aim at a wide diversification of risks to avoid beiag
overwhelmed by a single failure ;
(#) that they command large capital resourens and maintain secret
ard disclosed resorves 10 meet unforeseon cortinge cies. The
dazgers of mixed basking are minimized ifit ismostly the bark's
capital and roservos and not eurre’t deposits which are locked
up i loog-term loass. I cther words, less risks would attach

"

. ") Y The advantags 10 the bask ja condwiting an iavestioeat Msiness B (n the
Hart that securition may be altaived from an well as sodd 10 tas Sank’s clisrtals at but
mm«.m: WML Sreswxn, mmammwt

foc 1934, "Tw Bankee

of Politial and Secinl Punstisns of sho Lavestment
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to mixed banking when the propertion of deposits, ospecinlly
demsind or sight deposits to total liabilities is rot cor sderable,
For this reason, private bas king howses, firance compan ios asd
irdustrial barks with a large propertion of capital to total
labilities, are better adapted, than deposit barks to undestake
the task of indestrial finasecirg, (1)

(£) The Fate of Mized Banking

The history of mixed bank'ng in recest yoars s more telling thas
the theoretical corsiderations e unciated above, Ir what follows,
it is proposed to give a brief account of the course of evonts in certain
countries of Burope and Amesica,

The experionce of Gorman bar ks is the fifties, severtios ard eight les
of thelast contury, in thecrisis of 190 ard agaim in the Great Depres-
wan, Lias pod boen altogether bappy, They did not always cosfine
thetnselves to the role of imvestmest irtermediarios, md ther
Jresonrces wore frequently immobilized as o result of spoescring wrive-
condis] sues. Ther indusdtrizl parteipations were oftem the soane
of hasvy losses axrd they have beee accused of * fannicg the fires of
speculative beomns, * In 1901, tho collepse of the Nonlwolle Combae,
 Wool eombing company, and other large imdustria| coscntns, directed
public saspicion to the big banks which wete known to be largo creditars
ned sharokolders of the defaultieg fums. (!) Certair boa kox had raised
largo shoet tarm oredits in the money markets of the world to fls ance
“ ratioralization ™ schemes i industry sad wore embarrassed whos
large scaln withdrawals brought matters to = hoad. Tho “ Darat
abd other big banks were faced with & sorious rar, ard u back holiday
wis declared to avers complete disastor,

Altdough there were other causes for the bankir g debacle, 1.0, the
troabled political and fisancial corditioos, the destruction of capital
duriz ¢ the &= flation period, urssund monetary policies ard exceseive

foreigs borrowing, there is net 2 shadow of doubt that the close rels_
tiomship betweor banks and irdustry wes ap agyravating faotor, P’
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The magnitode of the crisis was soch that the Govimme t hed to come
1o therescne of the bank ngsystess, “ With theaid of the Reicbatack
ard the Government, which togsther contrbuted approxissiely 2
milliard RM,, the bar.kiog spstem was reorganized so as to safogeand
depositers and esable st losst & minimum of banking activity to be
mamtained." (1) As & resslt of the meorganization schemes, the

Govenmemnt beoame the larges single sharebodlor in the credit bar ks, ’
' The axporieccs of Amserican banks bas been egaally disastrous, '
Durieg the * Now Era ™, they were attracted by the “lure of profits l

to be mads fram the organimtion and distnbution of security issues”.

They * were interested not so0 much in industry teelf 34 & bauing

shares and careying thom entil a favearable opgortunity cecurred

of placing them on the market at a peofit (")." The banks weredriven

alovg tho ganden path of mvestment banking by the axpar wion of

oredit whioch took place asa remlt of the in fluy of gold isto the US.A,

Prior to the crash, they had become hoavily entangle in tho stock .
Birket boom ard flaneced, on rarrow marging, the heavy buyeyg

ma s which preceded the debacle and lent lavishly agairst security -
collatersl, Worse still, the banks and their sccurity afilistes scquired,

for their own portfolios and for the accoumt of customera of their

trast departments, large blocks of newly ismued scouritues. -
Sach mslpractioes, superimposod vpon 3 disjoisted  sptem of

unit banks, the prevalaccs of fraud and the sbereations of the boom -

Procipiated the fearcisl panic of 1929 asd provoke! the clesing :

| dows of thousands of haeks, ™ At the e=d June, 192, the Comp-
t2oller of the Currec oy reportod o total of 25,110 backs in the US,,

with agsregate dapants of 53,562 millioes axd loars of 41,512 mil-

* levs. Bxactly four years Iator, the sumber was redoced to 15,855
with Jeposits of 41,997 milliors axd boaxs of 21,279 milois™, ()
Tnstances of axewmive participation in industry, followed hy disas-

tor, ould bo muitiplied. The Austrian banks were Besvily kit by

the advest of the Great Deprosion, and betwesn 1929 ard 1004,

thay bad to write dowy: the vatun of their assets by more than 40 0f, (4)

The same tala of feanobilization of recources and consequer tial writisg

() O.W. Comzerarn, The Eoonoxle Recovery of Cermany, p 22

(*) Auxx and Others, Commmencial Banking Leghlation and Coatrel, p 26
0 A Basrss, The Twitight of Assrienn Caplialiam, pv 03

() Ewague of Netieos, op. cid, p 56
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down of assets occurred in Rumania, (*) Huegary, (*) and Belgivm. )
In most cases, the situation was only sared by the adoptivs of drastic
messires of reorganization with state participation, \

The widespresd bank failures of the early thirties and the losses
inflictad upon depositors callal forth & spato of drastic legislotion
against tho practics of mived banking, based on the premiss that
"it is i general conducive to the soundress of the banking sysiem
ars! desirable in the public isterest to have commercisl banks and
investment banks as far sparated as is compatible with a successful
working of both Brasches ".(Y) Some laws jrescribe s maximum
limit, uwsally & percentage of the bark's capital, 1o bankers’ invest-
meot i mdustrial secerition, () In order to avoid oo much entan-
glomo-t with any segle corcern, the bank’s Lolding of the stock of
any company i limited to a ecertain perces toge of the ap‘iul of that
company. {*) While sume coustrioes merely require basnks to publish
doiails of their security holings, others go much farther in purging
deposit banks of * extracurricular activities ™ by probibsting them
from scquiring permanent ivterests in industry, from underwriting
new issues oither direcstly or throwgh security affilistes axd from
engaging in large roale operations in stocks and shares for ther own
account, without express asthorization from a competent agthority.
Finally, in some cases interlocking directorates between basks acd
industry are prohibited,

In many ecoustries, notably the U.S8.A., Germany, Belgium and
Italy, special institutions of a quasi-publio rature were formed to
take over from the lanks their sousd but tefuporarily frozen lorg
tecm indedtrial advanoes, and to provide theis with fresh resoaicns (7)
Bome of these isstitutions were intended to continwe as agencies for

providing industry with losg term copital. -
V)TN p ARD
i*; ALCEY ané Others, op. eit, 9. 3685, '
‘c uw.‘lz Structure of Americas Daskiog, p 281

»t quoted on Stock Fxchazpos are libtel 00 & certain :
mummumb-‘ummhnﬂcm.“
watoowat of his fxascial pesitien: asd crwdits to & siagle lecrower tzust zot
.". & oerimin perceotage of the Bank's cagltal™, QL Q. Guinisssun, ep o,
(') At coe thow, the RF.C. ownel 8 quarter of the capital of Amerioss basks.
7
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CHAPTER V
£ Tux Furuae or Ixovsteiar Forasce v Boyrer

(1) The Futwre of Bank Advances to Indwstry.

Certain conclusions regerding the relatiomship bet ween “ Egyptias "
banks ard irdustry omerge from the forepoimg exposition, In the
first place, the facilities afforded by the banks fall far shoet of the present
secds of igdustry, espocially the irdigences sector ard aprion will
fail to cops with any future axgasses. The cred® institutions have
competent staffs for dealing with the cottom trade both intervally and
sxtornally, but they lack the experience and expert knowledge for
studying the neads and investigating the financial andig of industeial
conoerns,

&mndly, there is oot a shadow of doubt about the existence of
8 “ MaoM lan gap *, and while no specialized institutions exist for grant
g intermediste or lo.g-unn credit to industry, there is a plethora of

mortgage institutions catering for agrioulture. Tho need for adoguate

financing is most acutely felt by small azd medium size firms, con.
fronted with a steadily expardirg demand for their products, yet
unable to have acced to the money market. The need for & special
institution for grantieg intermediate credit is very marked in & country
liks Egypt, where the majority of indestrial frms are either family
mo‘atduwymll size, or small limited companies which
cannot afford the large cost of & capital issue especially in view of the
grave and real risks of inadequate response from an mvesting publss
yet unaccustomed to the risks of firancing new and untriod enterpeises
Lack of sdoquate financo is undoubtedly one of the reasons for the
remsarkable reduction in the number of small firms employmg 5-9
workors, which bas taken place during the thirties,

Tt would bainstrective to interpose bere, ard compare thesituation of
Egyption Iedustry with that of India. Such & comparison will enable

us to discern certain somlarities between the problem of industrial -

—— P— ._—‘..._—J
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finance and its setting n the two countries. (*) Ju ' Egyptas in
Lodia, eredit banks devote most of their available furds to the firarce
of i termational trade, to the neglect of the growing needs of industry.
Hore, as thero, a roticoable schism betweer. foregr basks ard the in-
digonous o treprecsur bax gives rise to allegatiors of ostracismon
the part of foreign capitalises, But thore ks one importart respect
in whih the situatior diffors in both countries, namely the existes ce
of the ma: agimg age oy systom. Despite its grave defeots, this mech
maligied system has resdered iccalouleble services to the 1ament
industries of India. Besides assuming the role of Bangees d'Afisires
in the i itiation of new exterprises ard, at tizoes, beir g singly the most
importaut shareheldess of it dustrial companics, they buy axd hold
large blocks of debemtures and make lange loars from their own re-
sources 1o subsidiary companios, eapecially in the period of gestation
when the difficolties of growth are more procounced. During perixds
of trade depression, they lend their firazcial strer gih to the afSlinted
group. Furthormore, the permoal guarantos of & well k. ows firm of
managng agoots eaables indusstial firms 1o raise furds on losw onerous
terms than would have beay possble had they been borrowingsolely
on the streogth of their owa meagro resources,  Finally, the mansgng
agents, like tho holdisg companies of the Westarn world, transfer
surplas funds from ceo concern to asother undor the same management
therohy effecting o certain ecoxomy in the total demand of the group

 for external financial accomodation. ()

Aftor this brief digression, it is time to study the future of industrial
finance in Egyps and to examine the new project for an industrial
atate Bark. It must be noted at the outset, that during the recent
war, Egyptian industey Bas made gigaxtic strides, Now industtios

There wtder poists of simllartity belwoes the fecest ecornmio history of
n&’.u% In both comatries, Indutrial deveiogement Aas buen slow and

For st exeelient secount of the rele the wee I Loga-
Industries in Badis, pp. 121 and L1
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have boen started and exiting omes expanded to a considerable ex-
terL.(!) Exceptional profits is an infationary period etabled companies
10 redecin outstar ding debec tores, to liquidate bank irdebtodr ess ar d to
acoamnlate considernble open ard undisclosed reserves in liquid form
Morwiver, some comcorrs may be estitled to a corsiderable refund of
excess profits taxes paid during the war, Theso resurces will exable
them, in the post-war trarsitiornal period, to resew their plast and
michinory, sorely overworked throughost the war yoars owirg to the
wirtus| impossibility of importing spare parts ard new equipmert.
Bocoadly, banks may, for various reascn s, fir & it to their advantage
| coming years to forge closet links with mdustry. In common with
deposit banks elsowhere, thay have been nﬁerm; from swollen
dopowits and shrinkieg advances. Since the * Great Depression ™,
the deposits of erodit banks, together with their cash balances and
securty holdirgs, bave increased (*); but the volumeo of sdvamees
has fallen steadily owie g to the chrunio deprosson im agriculture. As
a resalt of falling cotton quotations and the limitation of cotton acreage,
competition for the dwindleg volume of Grst elxes bills in keeping
shart teres ratos of interost at low lovels. Tho incursion of the Crélin
Agricole Egvption & doprivieg credit banks of much lucrative business,
orposially in finsncir g tho cesonl croga and the spcountry movement
of eotton, The aggregate demand for bar k advaneos may also have
Boas affected by the gxtaraion of the system of trading “on eall™ in
which the erop passes diroctly into the hands of merchant expecteons
without rart (0 opeountry irtermediaries. Futuro freeds are
likely to work is the same direction, Established covcerns and well-
kait proups may bescme self-fis arcing with the more powerful unida
fiancing ther subsidiary ard affilinted concervs. The fall in tbc
yiold of gilt-odged securities, espocinlly after the recent conversion
operstions, may keduce the langs firms to dieposs of securitios normally
held s rewrves, and to use the procesds to fiiance currest neods.
Moreover, theee is the posdbility that the futures markets may remam
~Ml’ot;lo-¢t_toeomc. with the concomitant loxr of bank bu-
siness transscted with dealers, brokess, jobhers snd speculators. The
suocessive moratoria granted to landowners, the downward conversion

1) Vide Overvens Trade, Egyph, Beview of Comtrsersial Condditions,
" umawmmd thy Cajaaizy of Kgypias Iradue-
oy P
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of mortgage iuterest and the progressgve sealog down of anz uities may
persmade bankess to awitch over from land mortgage to indestrial
leedirg. Firally, ooe must reckon with the possibility of an extension
in the scope of governmental exterval tiading & developmenr t whach
would sdversely affect the banks’ mast important source of jncome.

It s interesting to speculate apout the future course of vanking
policy in Baypt, especially as the liquid resources of the bar ks have
expanded oonsidernbly during the war. Wil they emulate the example
of British banks in their new polioy, as expounded in the arnual speeches
of tank managers for the year 1945, () of elivirating the MacMillsn~
gap by yonating loans repayanle by instalments ™ within a rather lorger
period tham the normal run of baskisg accos odation ™ (3) to small
and promising entrepeoneart 1 The provasility of o rapprochessent
between forvigr banks ard Egyptian industry isrot remote, in which
case they should ivcrease their paidasp capital, thereby raisie g the
ratio of equityto doposits. O the other kard a reversion on the part
of tho Bank Misr to the 4ld and discredited practices of excessive direct
partivipation is indastry is not countenanced oy the presect wannges
meot, which was confronted on mssuming office with 3 legacy of dis
cournging Josses and frozen advances. Nor would sueh reversion be
tolerated by the Governnest, which still has certaim rights of saper-
visson, and may exert moral suasion to ensare that the forn or policy
is mot resumod.  This chiange of policy on thy part of the Bank Mise
will have serions reperowsions on indigenous industry, depriving
it of the prineipal agency of company procotion. The gravity of
the sitmation may be appreciated if it is recalled that there are w0
spocsalized fisarcinl institutions to supply sew isdustries with snves
tible funds, at least until & largo enterpeising class of investors is
areated,

Virious writers Bave advocated the estaolulirent of an indestrial
bank to peovide long term credit for industey and to cater for the needs
of s nall frms,  Contimeous elamour in the popular press and in Par-
Lisment, whiere the case for an Isdastrial Bank had a pereanial hosring,
hss finally borte frait, L4 the speeck from the Throne, delivered at
the opening of the prosert session of Parliament, (1046), the
Government nnnoanced ita intention to proceed forthiwith with the

-

(V) Tha Eesnamisn, mmlnus.uu
(')Ann-lwcl of the Milland Back, The Feomsminn, March
T1eh, 10648, p. 363
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establistment of an Indestrial Bank ard the sumof L_E_500,000hasbeen
approptiated out of the General Reserve Furd for that parpose,

Now, State participation in industesal firance is not an entirely
mew policy in Egypt. Tt has had » loag and chequered history, In
the inter-war period there were sporadio and piece-real attem pts to
provide state financial assistance to the growing industsy ; and in 1922,
upon the recommesdation of the Committes on [ndustry ard Trade,
a shame of stits sssistance to srall soale industries was innugurated.
The Bask Misr was instrocted to raks loans, rot exceeding LE. 1,000,
I repayable w.thin & yesrs, out of fands provided by the Miritry of
'

Firanoe, (1) at 3 rate of interest rot exceeding %y, The lears granted
by virtoe of this schero rose froee LE. 14,500 in 1923, to LE. 214 546
in 1926, to LE. 338724 in 1929, to LE. 807,724 in 1933 and to
LE 1,136,75% in 198, () f
However, the procedure of grasting loans was extromely irritating

to all concerzed. Its administration was cumbersome, entailirg as

itdid divided responsibility and overlapping tetween the Bark Misr :
and the Departsnents concerned. Thus, the technical and firancial "
standing of the applicant was scrutivized by the Departwont (now
Miristry) of Compuerce and Indestry, while the nature and adequacy
of the collstera] were examined by the bank. (¥) Loans of more than
LE. 10,000 bt vot excesding L.E, 15,000 required the prior sanction
of the Minister of Finance, while those exceeding L.E. 15,000 had to
be authorized by the Cabinet. Many a good borrower was unable
to obtain & loan bacsuse the bank, being the final arbiter, naisted on
collateral in the farm of real estate or markotanlo secarities. (*) Other
strictures were levollod at the scheme. Tho complicated mortgage
fornalities ‘were costly, slow and bardensome. It wax difficult to
pronousce on the firancial stasding of masy applicants who did not
k:ep adequato books of sconants. Famally, political pressure was brought . i
to bear on the sdministration of the bank and most of the Joans went :
to large concerns, and especially to the Misr Group, (%)

(*) Submequently maised 10 LE. 10,000 repayable withis 10 yoars.

(1) On December 31w, 132, advarces totalled LE. 80,724 and the balazce ]
catstanding was LE. 65248, i

") A Ravay, Indatry in ¥gyph. (Ia Arabic)

For intance, in 1 155 ot of applications §ar industrisl loans rejeoted
h‘_"uam-;M 5. X N

(%) Botoe Tndian States bad simider plass for providieg (isascial anbtance toin- 1
dwntry, with equally dsappeleting rewalis,
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A more modet schesse was inasgurated in 1533 to mitigate the
heavy usemployment, then rife amoag graduates of technologicsl
schools, by helping them financially to start swall workshops on their
own. The sum of LE. 5,000, subsequently raised to LLE. 30,000, was
allocated to that purpose and the Jouns, which were sot 1o exceed
L.E. 100 each, gave the Department of Commerce and Industry the
right to supervise their investment. Morcover, the Miristry of Com.
mercosolls machinery to soall manufacturers on the instabrent systom,

2) Recént Trends in Industrial Fisance.

Before making any recommendations with regard to the future of
indastrin]l finance in Egypt, it is necessary Lo roview the experietce
of and recent defelopment in a number of selected countries, where
special agencies of indeteis] fi asce have been sct up by the State.

Japan wasone of ths fist countries to establish & statesponsored
bank, the Indg:tesal Bark of Japar, to provide finance for industry.
The LB.J. is rot an exclusively industrial credit institution being “in
reality & bybrid isatitution " endertaking real estate finamcing opern-
tions, (*) The idea of the bank was conceived shortly after the Sixo.
Japanese War of 18M, which gave an impetas to Japanese industry. (7)
It was then decided o have a number of separate specialized ban ks for
each branch of finance instead of requiring credit vanks to add up
mewactivition, Theinitial cagital of Y.10 million was raised vy stages
to Y. 200 million (*) in 1039 (87,5 miltion paid up) and in 1936 the reserve
fund stood at Y, 29 million, The Government is nol a sharehoder
and its nssistance consists in granting large loans at a fow rate of in-
terest out of funds entrusted to the Post Ofice Savings Banksand the
Treasury Doposit Bureau. Secd o of pundlic crodit to asist the
economy was readered possible by the virtual absence of public in-
debtedness. (*) During the first five yoars, the Government gunranteod
8 50)s return on the bank's paid-wp capital. Naturelly it retains o
lazge measure of contrel and supervision through the right to appoint
both the Presidevt and the Vice-Presdent.

(') H. O, Mourow, Japan, Ar BEmoomie and Floancal Appraisal, p 175,

(%) Mitsadihil Eccoombe Research Bozean, Japanss Trade and Indostry Freseot
and Fuiure, p. 408,

%mummmdmuhm
»

(% O.B. Mopsaxo, Esstern lodustrialiation sad lts Effest oo the Wesl, p. 88
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For its operations, the bask relies to a very large extest on debootures
which it can issue up to ten times its paid.up eapital. In the balance
5ot for the year ending December 31, 1938, outstandirg deber tures,

. amounted to five times the skare capital and deposits to Y. 232 millions

of which 38 fixed, 28 ourrent and 166 special, prossmoably belonging
to Savings Basks and the Treasery. (*) The Bark s authorized to
make advances on securitios, to deal in and discount bills of exchas go
and to grant Josns on fisst mortgage of ships, factory sites and baild-
logs. (*) It peeforma for Joint Stock Companies many of the fer ctions
potformed in Englend by underwriters ard irsyo howvses. RBut the
Industrisl Bank of Japan is not free to take up or sederwrite new
igos (*) without prior authorization frean the Manister of State for
Finance. Again, costrary to widely beld beliefs, the bank does not
provide long term credit-to indestry exeopt in axceptics al circems.
tances. Loans made by the Bank canred rus for a loe ger posiod than
5 years excopt in tho case of loses on shige, (Y) Nor dees the bank
indulge ir firazelr g pew ventures,

The bank has been used as an irstrument of cotecmic plornieg.
It provides finance for state esterpriees axd for key industries which
it was the avownd policy of the Government to foster for ressors of
a military onder. It helped develop ship-building, transgort aed other
homse industtios (%) and was msirume tal in carryng out the poley:
of eompulsary cartellization azd finarclul assistor ce to Cef recred indus
tries. (*) Furally, the Governmes t used the turk as an advarco geard

| Sanasas, op, o, P 260, In 1604 ont of the total asscls amemnling to ¥,

millisen, tavessiments, .o debectores azd secks, axciuding Goveramest paper,
wsosounted for only Y. 51 millien. llﬂ..rm

(Y & K. Bawse, Indwirfal Finance in Indis, p, 207 S abe GO Arcex,
Modern Jepan and its Probless, p. 186,
™) “We those who are segaged ia automodlle trafle basiness
m!wmm ioadic

Bamasan, op. .
u\’.:omlliuhﬂomdpnﬂl;w-&hdﬂ-um bechling
LU . o

. x.lhum,&'
% [n 10501531, wilh tws h.ﬁmn.u.mwmmluv.m
“"cd;’n nl:oht ! P
w. W™ povial erwlit facilzie the indatrien,
the iswve r.m.uuumm»w%a
hrwmh-duaﬂhll’.nﬂmﬂhm»m Baak
of Japan ™, K, L. NMerowmnd, Jopan's ladustrial Steesgtd, p. 37,
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for its policy of Impesialism, by directing it to invest heavily in Ching
and other parts of the Co-Prosperity sphero, (%)

It was only too natural that, with an ambitious programme of rapid
industrinlization in & hitherto backward country, serious ‘mistakes
and miscaleulations should have been made by the Bank, especially
that its investment policy was not always based on purely ecorotmic
considorations, Much of the loans grasted to the Chiness Government
were irretriovably lost and the Bark sestained heavy losses in 1913,
during the depression of the carly twenties and again in 1927, when a
arge part of its advances bocame immobilized and the Goversnmeat
was ealled wpon to shoulder part of the losses. ()

In contrast to the Industeis] Bark of Japan, the ledutey and Maing
Bank of Turkey was state owred and controlled. Tts object was to
spood up the proces of industrialization initiated after the firet World
War, Uslike the 1LB.J., it participated in the capital of newly founded
companies und was cotrusted with the task of maragmg sate-owned
enteryriscs. Usdar the new five years plan, tho activities of the Bk
have beon transferred to a pew institation, the Sdmer Bank. (’j In
Cannda, tgo, an induostrial bank, with a share capstal of 20 million
is contemplated by the Govesnmest. It will be o subsidiary of the
Castral Bank, specializeg in the provisien of credit to small scale
industrien. ‘The Argentire Ropublic has recently established n * Crodit
Fund * to foster the development of new industry. (') In Great
Britain too, a number of institutions have beer: started to provide
&onncinl assistance to ieduxry,

The problom of indestrial firance i Britain did not come to the

fore wntil the present contury. Tn the 1%h cestury, London was
the world's leading finarcial centee ard the country’s pro-eminecce
waa built on sasall scals industries firaneed by local estroprer eurs
and finneciees. The host of unit banks which npmitd prios to the
amalgamation movemest belped, in a large weasure, to direct the
flow of local savings into industrial investinert ard to iveresso the
mobility of capital. Onsthe other hacd, lorge €00 comy bad sccom
to & well developed capital market. The bar ks refrgined fic m havieg

(') G. C. Araxw, op, o, p, 100
M:M‘:&&MM 1534004, Bises 5509, the
Pancen [N
-‘-"-u atate indubrisd conoerin has been 10 & Goverarent degurtosnt,
(%) Departmsect of Overseas Trade, Argeatine. Jasuary FMa, p 6.
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close comnections with industry and exeept for some medium term
aredit to a select group of castomers, their role consisted i provading
short torm loans and in fsancieg the internatioral movement of

» goods. (1)

The prolonged depression in the basic indestries of Great Britam
and the chronic unemploymart & the “ Special ™ aress called for
the adoption of radical maethods of firancir g, as the existirg chaszels,
v.e. the banks ard the investing public, were reluctact to throw good
money after bad. (?) Covsequently, a farreaching breach with tra.
dition was initisted when the Back of Erglard formed two subsi-
diary compasion. The Rarkers Indestrial Developmert Co, and the
Securitios Mazagement Trest, to preside over the ™ re-organization™
of basie industries and to provide them with facds for the corstruc:
tion of wew works ard the modesnization of equipment, The Bask
worked in closs co-operation with the leadirg fir ar cial houses of the
¢ity. Thus, the 6 million somisal capital of the B.LD.C. was provided
partly by the Bank of Baglazd axd partly by the banks asd other
fizarcinl Bmtitetions, is the ratio of 1:3, Mozeover, the new insti.
tution had large borrowing powors from the particigatiog bar kers
in propartion to their bolnmgs. Firascial belp to dopressed irdus-
trios was ussally contingeet on their acceptarce of cortais measores
of compalsory cartellization, somotimes aotailing the formation of
morgers and the closing down of “redundant eapacity ™. But the
aid of the B.LD.C. was rofused whes the terms upon which the cows-
titwens mills ware to be sogaired “ were altogethertoo liberal "(¥),
In many re-organization schemes, shares wore allotted to creditors,
moluding banks, of the coneorns absorbed in the morgers. But it
mest bo emphasizod that both B.ID.C. and tho Securitss Msna-
gement Trust “ wore o gaged in salvage work as moch as anything
else, ™ and were pot * concerned with the flnancing of new industry
propec ™. (1)

ﬂ)ixw'&ﬂ&ahn‘mm&w.”.uﬂlﬂ&m,
- L nA

{7) Coxrron aed Bory, Brichh Indssiry, pp. 167 and 133,

" A, ¥, Lecas, Indusirial Recscrtrsction and 1be Contoel of Costpetition, p. 128,

(% A, Guaxe, op o&, p, 213 mwmamama.m
twnes dod oot fad a sale bocanas the Larmawer's aredit was sosertain.  That was
o case with the stonk of the Lancashire Cotton Corprration which was matketod at a
beavy discownt. The Ecovomin, Asgast 25, 1934, 3. 363
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Two other institutions were launched. The United Dominions
Trust was founded o finance the movement of goods of avory type
by providing instalment and deforred purchase facilities for periods
up to thres yoars, It was intended to bring assistance to new enter-
priso by “ * financing tho purchase of equipment and machinery ™.0)
The other financo company Crodit for Industry was formed by the
United Dominsons Trust, at the irstigation of the Bask of Englasd
to supply " additionsl resources in semi-permanert form to tradesmen
and menufactuters.

In Fobreary 1940, the BID.C. “cossed to function as a credd
institetion... It sharocapital was repaid and osly tho skeleton
of the orgarization remains "(®). However, in Janwary 195, the
Treasury asnounced its plans for postwar financial assistance to
Industry and two poweeful Erance companies have sirco bean estab-
lisked., The first, Finance Corporstion for Industry has s share
capital of £ 20 million provided by Insurance Companies, Trust
Comparies and the Bark of Englard. Its main object is “ the pro-
vision of teeaporary or longer period & ance for krdustrial busin eses
of the country with a view to their quick rehabilitatior. ™, () [ta
help, mostly by way of “liened fixed interest loars ™ should be an
addition to existing chaanels, expecially " where a markot issve cannot
through some temporary cause be made of where the amount
roquired, or the extest and character of the necessary enquirics puts
the operation outsido the scops of the rormal capital issue
chanxels ¥,

The second, “ Industrial ard Commercial Finance Corporstion™
will provide small azd medinm sired businesses with Joe g and med uns
torm eredit. The eapital of £ 156 millios & sebectibed by the
Bankof England and the Joiet Stock Banks. Thetwo new corporations
are & rather bolated offort to fill the MaoMillan gap and have beets
conoeival to ense the Jifulties which Britkh Iedustey will fade in
the transition peciod, just as the BID.C. was rendered necesary
by the exigencies of the Great Depression.

(') A Graxe, op. ot p 214,
* (%) The Eeoncmlst, Nanking Suppheent, Septomber 20, 1041, p. O
(%) The Eccosmis, Jasvary 27, 1B, . 126,
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(3) An Indusrrial Bank 1 /

After this survey of special fisancial institutians for irdustry, it
is timo to veutere some suggestions regarding the structure, capita-
lization and functions of the proposed Egyptian Industral Bank:

The most appropriate policy is to copy with slight modification the
method of capitalization adopted in the case of the Cridit Agricole
Egyptien. The capital should be in the neighbosrbood of LE. 4
million subsribed by the Government (3005), the Deposit Banks
(30°%), the Mortgage Banks (10 94 ), the Insurance Companies (1(04)
wod the Geaeral public (200,), After a first payme t on allotment,
furthor contributios s should be called pari passu with the expansion
of bux'mess, the remaieder bei g in the ¢ ature of covter et lisbility,
For its work'mg capital it mest be allowe? to accept time degosits,
to borrow from the Gover mest, the Post Officp Saviegs Bar ks and
the Deposit Banks. It must rely to a great extect oo the isue of
debortures with or without Goveri et guaranteo of ivteromt, to
finance temporary indestrin]l participations. The beok should aim,
as fur ax miblo. al nyuohmniﬁg the mlwy of s 0wy ddﬁm-
turo issaos with that of itx sdvances in onder to provido the requisig
funds for rodosnsing deSentures as they fall dee. Uider this plas,
the progosed inatitution wosld be in the rature of & finance company
for industry, the typoof institutior advocate? by etade ta of barkimg
ax the bappy modinm bet woos the two extremes of complote specia.
lization and departmestal bar kirg. (%)

Ir order to guard agaimst the possibility of political presssre being
brought to bear mpon the bank for the benefit of sectioral interests,
ita management should be entrested to ar independer t board, romirated
partly by the Government ard partly by the basks, with & nusaber of
seats roserved to repeesentatives of principal industries ard trade
unions. The Bank should anlist the Belp of the exidting credit institi-
tions which possess some knowledge of i dustrial borrowers ard some
acquaintance with their problems. This knowlalge, coupled with the
practics]l experieico of their maragees, economio and legal advisors,
will bo of great help in assossing the morits sud financial starding
of prospective bortownrs, Such an arrsrgement, by emabling the

-

) Waanw, op. o0, p. 390,
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Bank to work throegh exating financial msttutions, would meot two
inportant s rictures levelled by Dy, Lokarathan (1) agairst specialized
indutr'albanks namely that they * wousld havo no industrial experience
and be wlolly out of toned with indastrial neods, ™ and secondly, that
they “ would work only in ot e or twe big centres ar d leave the medium.
sizod industries of the smaller towns and centres absolutely alone. ™

The purposes of the new Bank should be :

(1) To grart mtexmediate credit, repayable by instalimets, ie,
for poricds wot exceedin g five yoars, to irdustrial corcorr.s for the pure
chase of new machinery and the extension of works, Advarces
should be i the form of averdraft facilities 10 be used as 1 eod arises,
The bank must oxercise a cortain measure of supervirion over the
mvestme b to cosure that the proceeds of the loan are pot squandered.
It should, in particular, help with the purchase of machinery and its
resalo to small indostrialista,

(2) To guarantee, in wholo o is part, loars mado throegh oxisting
channels to worthy industrial borrowers thereby enabling them to get
finuncinl accomodation at a reasonable rate of interest, It may be
recallod that this principle of guarantes has boes: adgted in the Charter
of tho loternational Bank for Reconstruction axd Development, (7)

(3) To encournge the Egyptian public to invest directly is lndwstrial
issues, and to that end, it should have at its command a body of experts
10 investigato new issses s d to promounce on the validity of statesnents
in prospectuses, 0 advise comupanies as to thoe time and terms of ke
and to appegye sehemes of finuncing submitted to i,

(4) To help in converting peomising family entorptises into joint
stock form, to underwrite and otherwire assist in the flotation of com-
panies. Such interveation oo the part of the baok wonld do mwuch
to dispel the shyness of the investing public, In the coming years,
and until exporiende of industrial investmeot becomes more general,
it may be necessary for the bank to undertake not only lending but
also temporary participation out of its own funds or of funds raised in
the intermal money market or throogh the International Bark for
Reconstraction,

'

@) Op, o, p. 29,
(%) Artisle 1V, Secticn (TI7) C. ¥. Maiw, Isternstions! Mocetary Coaperstion.
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It should, if necessary, guarantee the payment of interest on debens
tures issuod undor its auspices and take up blocks of newly issued
socurities with a view to holding them until the uadertaking is fully
launched, when they could be disposed of sither by direct saloto the
public or by arrangng for them to be admitted to the floor of the two
Stock Exchanges of Cairo and Alexandria. The Bank should rever
ouvisage lomg-term participution excopt in the case of public utilities
whaee it should hold a majority of strategic shares to e sure control
over prices and production.

() To arrange loans to mumicipalities and other public bodies for
the purpose of ficancing schemes of electrification and development,
It should participate in financing the gigantse project, 1 ow underway,
for tho electrifiestion of the Assunn Dam, the constrection of indestrial
estates in the vicmity and the assistance of vmall scale ndustries to
bo created in oo junction with the electrification scheme. If a progra-
mme of natiosal investme t ia worked out, the bank wosld beoneofthe
orgaus for carrye g out its recommendations,

The Bank gsust 5ot accept sight deposits or grant shott-term loana,
Mareover, in view of the prokibitive cost of invetigatioo, it should no
Bo roquired to help in introducing estirely now and untribd ve turea
or in the exploitation of new investions aud patents. There is a
consensus of opinios that, owing to the “grave risks attending new
enterprise, entreprencurs must rely om their own means and on fends
raised with friends and * commanditaires ™ who have confidence in
thair ability and business scumen,

The new bank might well experimeat with the formation of co.
oparative credis societies to eater for the reeds of the indigenous owyars
of xmall worksbops who have zo access to the credit facilties, owing
10 their inabildy to produce adequate collateenl and who, therefore, are
reduced to sack the belp of wsurers.  Sach societies play an important
role in Burope. " Am official marvey of the sources of ahort term ¢ redit
for the whole of German industry and agricultare (1955) shows that,

of cradits up to 20,000 BM., thare weee & milliards in all,of which
privato banks supplied 18909, public savings banks 28 per cest and
the oo-operativo societies 54 per cont, OFf Co-operative credits, 1 mil.
liard was urban. ” (%) In Bulgsria, the popular banks or urbas credit

(") O R, ¥ax, Cooperstion at Home sad Alesed ». 182
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co-operatives increased in number from 44 in 1914 to 200 in 1903,
They use their own resources and raise fusnds with tho Central Co-
operative Bark. (1)

The capital of the co-operatives should be divaded into sbares of
small dotomisations, apd their statutes should emspower them to
finacce co-operative merchandising, to accept deposits mrd to lend
against promissory notes, bearing st least two sigoatares, to any member
who can satisly the managesnent as to the bona fide of the puspose
for which the loan 1 cootrasted. They should emsulate the exsmple
of the Freach Banques Populaires and o-dogse the bills of exchange
sgnod by members. The crddits co-opéeatives should be able to
borrow from the Industrial Bank smounts varying with their resources,
and, to avoid large scale defaxlts of the type oncountored in the case of
Egyptian agricaltura] co-opeestivos, their ability to borrow should be
made to depend om the extest to which, in the past, membors have
honowured their pledges,

Under Egyptian law, plant and machinery wore until 1904 deemed
movablo ehattels and, therefore, conld not be offered as collateral
security usder a mortgage instrement. Heoco, loaxs to industrialists
wore difSealt to gravt on any approciable acalo ard n meodification of
the law was a sine quas non for the extension of industrinl fnance.
The law No. 11/1940 “wsar 1a vente et lo nantissement des fonds de
communren *' permsits the martgage to banks and approved institutions
of such axsets as trade oames, goodwill, fixtures, plant and machinery,
1t provides for the setting up of & special register wharesuch mortgages

could be inscribed and inspected by interested parties. The Law

roqutires debtors to preserve the proporty mortgaged and introduces
oertain messures (0 speod up procedure.

Wo must now end this chapter on a mote of warning. Financial
sssitance should be extended cnly to those industries which can with-
stand forelgn corspetition, i.0. where the tecknical potentialitses of pros
duction are greatest or the " comparative cost disadvantage ™ is at &
minimem, The guarantee of pritcipal and intoreet by the bask and
the provision of “cheap eredit ™ are tastamount to a choapering of
production coets and should be 2 substitute for the imposition or raising
of tarifls ard other lmpediments to foreign trade which weigh beavily

(*) Leagus of Natbses, op. it p. 0.
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oo the pepole. Furthetmore, in any scheme for & government-con-
tzolled industeial bank, there lurks the dasger of what has come to be
called “The Industry Fallaey ™. Large loans may be gracted to
industries the creation or maintesance of which is considered of para-
mount importanoe in the “national iaterest . New entorprise tnay
be disoouraged for fear of its advanse effocts on the legitimate ex-
pectations of vociferows vested intermts in close tonch with the ruling
cliquo. Protection for the industries in which the Bask is beavily
interosted mxy be intomsified, thereby adding extra burders on the
poverty stricken population. Firally, the Indestrial Bink may be
dmliog prodominantly with “poor rsks . () Heeco great care
ehould be exercieed in selecting borrowers, lest it degenerates into &
philanthropie institution.
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CHAPTER VI
Tar Locariox or Ixpustay

(1) The Present Patlern of Location and its Cauees.

In this chaptor, it i proposed to stady the present locational patteen
of Egyptian industry, to account for its umeven growth, to discemn
the germs of probable future trends and, finally, to cxamine the case
for a moderate measure of state intervention desgned 10 oquate private
and social eonsideeations in conformidty with current views,

Thoe most striking festure of the location of industry s Egypt is
the high degroe of concentration of diversibed indusiries in both
Cairo and Alexandria. The following data collected from recest
industrin]l ceosnses, (*) though sot strictly accurate, owing to the
tochnioal difficulties of compilation in an eceomically backwanl
country, the ssspicions of entreprezcurs and their relectance to divalge
information portainiog to their business lest it bo a peelude to the
iaposition of sow fiscal bardeas, (7) are sufficient Yo give a olear picture
of the present position.

In 1927, of the total industrial establishments pumberimg 70,314,
16,885 {ie. 24°%) wore losated in Cairo and 8,540 (ie. 11%) in Alex.
andris ; while, in the saxne year, the total population of Egypt snwented
to 14,200,000 0f which 1,065,000 lived in Cairo and 673,000in Alexandria.

A moroe sccurste measare of the growih of medium and large sealo

modemn industey and s concentration is arrived st by relating the
number of establishkments employag more thas 5 workers in the two
principal towns to the sggrogate total for Egypt. Thix 1 shown in
the following Table

Tanek [—ASALYSI OF INDUSTRIAL RSTARLISHMENTS
pmrzoviye 5 Wonxess axp avove, 1927

mmammwmlm Tha peovisiona] figures for 1062

e SN et s ke e s
e convas whick co lnckded with 1he of
the wud the wide apread preparstions made Uy (he government of the

day Sor the istrogection of ineoms laxation.
.
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Thus Cairo, with a total popalation of 750, bad 27°4 of 1he total
of workshops employmg 5-9 workers, and 37% 4 of those employng 10
workers and above, While Alexasdein, with 494 of the tedal popela-
tion haid 13°%)% of the former category sed 199}, of the latter. Arcther
moasure of the extent of concontrstion of ndustry in Caizo and Alex-
andria is the figure showing the number of establshmes ts por 100,000
inhabitants, This was 496.2 for all Egypn, 15929 for Cuiro, 14983 for
Alexandrin acd 358 for the rest of the country. Again, of the total
number of factary workers amountie g to 215,438, ineloding eanployces
but excleding craftsmen working without owtside belp, 60,067 (30%k)
were in Cairo and 11,1235 (2005,) were im Alexaadrin.

The Iedustris] Censns of 1937 tells the same story. Of the total
idustirial establishments nutnbering €2 021, 19,305 (2104,) were located
in Calro and 30,172 & Alexandria.  In the same year, their
populatics kad increased to 15 900,000 of which 1312 000 lived m
Co'ro ard 685000 in Aloxardra. Table 1T shows that Care with
8%, of the tetal popslatioe had 200), of the worksbops employmng
5-0 wurkers and 402], of thoss esaploying 10 workers snd above, Whale
Aloxasdria, with 4%}, of the total population kad 1004 of the former

oategoey and 209, of the latter. The nember of etablishmserts per
100,000 1 habitasts was 378.7 for the whole of Egypt, 1 455 for Caiso,
1453 for Alexandris ard 4499 for the rest of the country, Agam, <
of the total factory population asountieg 10 233467 workees, 84,718 R
(3124) weto i Cairo asd 44,459 (1675) were in Alexar dra, ‘

Tasir T~ ANALYSs or INDUSTRIAL ESTABLIARMENTS
rurroving 5 Wosxkes AXD Apove; 197

*«d“‘whﬂ All Wy Calew Alexandiia

I 3 PR 4 B L 5,000 1,519

73
LY I o ] b 1,045 20 | ‘

S - ¢ = FIR5 W ey e B e )  am—



AAL RL-GRITLY ~—THE SYRUCTURE OF MOSREX INOUSTRY I¥ aayer 471

For 1937, two morn indioes are relovart, An aralvals of the statis-
tacx of tmachi ey in operation shows that of a total s usmber of machmes
amployed in industry stnousting to 6,429 (575,080 LHLP.), 754 (106224
LHLP. 19°9;) were installed in the Coiro area, ond 478 (80,061 LH.P.
15 o4 ) in Alexandria, Fioally, an ecamination of the Bgeres of * decls-
red capéital " in the 1907 fodestrial Cemsus yields the following siriking
rosults, OF 092 establislonocts with a capital rangisg from L.E-
1,000 to 1,999, 166 were in Cairo and 79 in Alexandria ; samilorly of
814 establishments with capita) oxcoeding L E. 2,000, 2806 were ic the
forener ard 2335 in the latter, No other proviece of Egypt cluimed
more than 50 establslmeots iv either category. (*)

On the basis of available data for the year 1997, wy can cor sfroct
n ralhor crwdo logativhal factoe for Egyptian mdm!n' i general,
by dividing the percectage of irdustrial populstion ir a sumber of
areas by the parcentage of total populstion residi g in the rreas con-
cerned. The figures for Cairo, Alexariria, the provinees of Ghorbieh
and Dukallia in Lower Egype would be 4, 4, 1 aad 0.5 respectively,
indicating » high ratio of corcertrstion in the first twv,

The array of figures given above proves conclusvely that Caire
and Alexandria have bad & vory large share of the developir g frdus-
tries, even if no seoosart i taken of those providing porsanal services,
minastering diroctly to the meods of the popelation and expandirg wih
its growth. Various factors have cootribeted to the propordesimee
of the two oities im the wdustriel fick!.

In tho firet place, ax we have alresd ¥ had oconsior to retmark, forepn
nntaoeals and residects of foreign e raction bave, until vory recantly,
boet the most active slement io the commarcial i arcinlar d industrinl
finlds. Conseqently, exoeps in the case of indwstries connected with
the progesson of raw matermals, where technical corsiderstiors veces-
witatod the lovation of plarts in olese proxisity to the soumos of sugply
owiag to the revtllant savin g in transport costs, manafvoturis g indose
try s to el o ho localized in acd arsand the two higedios, owi glo
the avaitabiliey of forcign & arciors willivg 1o participate bet i

N In Juse, mg.mn«mmmmmmm

Watin, ahsoes that of the total etablakmente,
ﬁgmmqspmhuumwudmmmmm
provesaliy, 1o evacsation asd -puuno mhlm ot
u.u-lu-hr d-.-um frve workery ae m
MA0ES workers), KOTE (40 3,490 worke mmh
Yy, — 3.5 in v teta) mumi ber of wonhers
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o koep theit ancillary buasiners olose to their youin pursits of cossmence
and finance.(') The availability of both capital and estreprescurial
ability in Cairo and Alexandria, was a decisive factor in the develop-
ment of industrial eatetpeins there. Tn tho latest pro-war census,
the sumber of foreign owned industrial concersa was 3,988 of which
963 (269%5) ware in Cairo and 1,308 (32 %) wero in Alexandria )
Foreigners preferred to start industrinl onterprises at or near their
place of residescs owing to the imperstive fieed for exarcising control
over them particelarly in the period of gedtation.(®)

Furthermore, the ootrepronours and theit staffs of skilled techuicians
and clecks were raturally inclined to ptefar livieg in the two lerge
towns, which wure fairly well endowed %ith the amenitics of Westorn
elvilization to which they had beee secusome) ; their large number
afforded thom sose protection in #u alien land, whilo their aggregation
croated a Jemand for more nmsenitios, which wozld ot have been
forthooming had they been living in smaller colouies scaftered all
aver the country. Recent economio history records a similar isstance,
The forsigs manufscturmg firms which came to Eogland after the
establshment of high protection in the early thirties tesded to con-
contrate in metropolitan centres such as London and Manchester
“in order that forvign administmative staff ard keyworkers imported
with the process may bo able to e joy the sociey of their ows nationals,
who vaturally tead to collect in ‘colonies’ in the laxger centee only, (%)
But it must bo emphasized that foreign financiers were not swayed by
their personal idiosyncrasies to forsake considerations of demand and
cost. i the oontrary, as will appear in the process of our snalysis
there was a largo elesnent of rativaality in their decisioes, resulting,
as it were in a double co-incidecce of oomomsc and personal consi-
derations,

(') B8 s pomaibie to Sucermn hare an analogy with Great Biritaln. The ambors of 15©

P.EP. repott 0a the Location of [adesiry remark, || W “Men whe have 1A®
mmmmh?m&lwa-w tezd %o Live la th®

(%) Thin does neb lncheds the many “ Egyptian " companies formed with Kuropesa
capital.

The sams facter, bas boon at work ia fndie. * The taanagieg agents’ sphare of
in Ga in Noeth [ndia ; bat Seuth Indis has oot attratted them to 1o same catent
un:nnnawmuw. P 8. Losaxarsax, Industrial Orpanisation ia Eadis,
p. N
(') PEP. repart oa the Location of Industry, p. 20,
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Secondly, Cairo and Alexssdria contain large aggregatiovs of po-
pulstion, 1,312,000 and 65 500 respectively in 1937, out of a total
of approximately 16 millions.(') The former is the ocapital and an
important inland port, while the Iatter is the leading pert.?) They
are the principal contres of commence, finance and the disteibutive teades,
In 14G7, the total number of skops with capital excesding LE. 1,000
was 3,382 of which 1,250 wore in Cairo and 1,077 in Alexardria. Apart
from their numerical superiority, the volume of effective demand con-
centrated in the two prineipal cities is more important than that on-
countered in any other urban centre, and income por capital is con-
sequently higher. Both cemtres have berefited from the presperity
engondered by successive waves of investment, private and public. The
regional inequality of income in Egypt is furthor aggravated by the
tradional proference of landlords for the pomp and ostentations living
of the big towns, and it is legitimate to assert that, for all aralytical
purposes, the countryside is rothir g but a gigantic  deprossed area ™.

In view of this phesomenon fow industries, catering for the large
demand of Cairo and Alexandris, could find other locations with ad-
vantages, in the shaps of cost-reductions, ontweighing the large teansport
costs which would be incurred in sending the bulk of their geods to
the two leading marksts. Tn Egypt, locstions pear the market was
important in view of the fact that fow of the major ndustries were '
dependent on particudar sources of raw materials or power whoch might
bave ncted as a magnet. Tn other words, techaieal factors, dictating
location in particnlar regions, were less important in Egypt than they
wore in the great indsstrial centres of the West during the ninetecnth
ocmtary. The virtual alwence of coal and iron deposits has meart that
industry was not destised to be located in particalar regiors by the
attraction of power sites or the corcentration of bulky raw materiale ()

() To 1997, the pepalation of the 11 tawns of 30000 inhalitaris or mre was
2535000 ; that of the 166 with betwoen ten aed ffty thousands was 2,64

:
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Thirdly, at the tinse of the introduction of modern industry, both
urban centres were served with an eficiefit aystem of eailways and coss-
munioations. Moseover, Cairo is an important Nile port lying at a
distance of 212 Kilometres from the main sea port, while Moxandria
in convected with the Nile vy a large and commercial'y important
canal. The ease of communications was a decisive factor in view of
the fact that industries, wing large amounts of coal, bad to import
all the'r roquirenents, and 8 long haul inland would hove led to a
substartial increase in the price of coal amd other valuasle raw
mataciale fnported. Lack of transportation militated against the
natahlzRraut of large factories outside the twe great citics, unless the
entrejrenesy was willing to incwr the cost of providing the necessary
Erasspo i

The comparative dissdvantage of country-districts(V) wasaggravated

by the raifway triff, which was framed with the avowed object of

yioling the Wighest possible revenme for the state, whose freedom to
impose (rect taxation wax circamscribed by the shackics of the Capi-

tub\tezy regime, The moropoly position of the railways was assured
in e shsence of an efficiont network of navigable carals. Egyptian

c1nals we primsrily devigoed for irrigation and some of then: becomwe
dry after the flcod season, wholo others sro in & terrilile plight owing
to inad geate dredging. Usfortunately, the advest of the internal
combustion eugive did mot enbance indestrial mobility, especially
i the oase of those industries where thé cost of trarspert by road

i% less than the cost of oxrriage by ruil.  This is dwe to the deploratle
wtate of the dirt tracks and the laok of a rationally planved system of
artirial roads, rot o mextion the restrictive’pobicy imposed on road
Mralsers to preserve the value of styte investrrent in railwayy.  Nover-
tHholess, & new development is munifesting itself, Certuin corsumers
goods industries, not direotly connected with the exploitation of ratural
raourees or the processing of agricaltural products, bave coere more
and maen to belocated an the fringe of the two Targe eities avd lnrther
afiald, ewing to recent impeoverrents in the road aystem andertaken
after the conolusion of the Anglo-Egwption Treaty of Albsnee. Hence

') Db the Sogar Comspaty and the Balt snd Sode Compuxy 1ad Bad W provide
s mm e pepectatian
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the growth of satellite towns sech as Tourab, Msasarah, Shoubra
El Kheiwra, Kafr Bi Dawar and Beada () /

Fourthly, in the two large cities, the supply of labour was both
more abandant and reliable than in rem] areas, where imdustrial work
ix taken up by the peassants 25 a vide fine to their agricolturn) pummits,
They swell the Ixbour market in the Bck sesson but leave their johs
as soor s work becomes avaiable on the lund, Hence, firers located
there, suffer from a markedly high laboor tamover and alwentecism,
The increase in the demand for labour vy industry in Cairo and Alex-
anlrin has cansed short distance ripples of migration from adjscent
country di tricts and long distance migration fram the povertystrcken
rogions of Upper Egypt. New firms can thus easily attraot labour
from heanches of industry using similay proceses or from the ranks of
the uvenployed. Any shift to rural centres is likely, in the ntuence
of Government inferveation, to be retarded by the dearth of housing
and other fucilities and the secessity of iseurring large outlnys in
proviling workirs tenoments. Moreover, awing to the fact that the
rate of literacy is higher in towns than in country districts, the supply
of semiskilled labowr eapable of tending machinery is more elastio
in the former than in the latter and the time required for training rew
recruits i corespondingly shorter, with a concomitant reduction in
training costs. In the Factory industries, the old craftsmanship of
the roal centres is not relovant, as a samiakillod, machine-minded
type of worker is more in derrand, and, in some cases, the traditional
typs of s¥ill ix more of a liability than an ssset to the worker. =

It would be seroceons o woclhode from a cunory study of wage
etatiatics that inter-regional differcoces in wago rates and hours of work
begtwven town ard oastry are of mufciost magsitode o induce etres
pronoars to locste new plants in country districts. In 1943, average
woekly wages i Cxiro, Aloxandris, the Caral Zone, Suez and Damberta
waro PT. 98,724,145, 176 and &2 rospectively, while wagesin Upger
Pigype ravged from PT. 47 10 78, and in Lower Egypt PT, 46 to 84,
Yot the figures are misloading in so far as they lemp together betero-
geneous industries and fail to differertiate between various degroes of
skill.  Moreover, they doguise the obvious feet that factory

('] [= feture, thiv tendasoy whil 39 socentoatod av 3 sesalt of the vast
Lowr- o just ended.
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emplay mest is concontrated in towns, while in the country, crafls
predominate so that in the former, the marginsl productivity of labour
and s wages aro higher. It is common knowledge that rurnl fectories
are forced to pay their skilled and semiskilled workers rates
approxunating or eves excooding those roling in wrban contres lost
thoy fiad their staffs depleted by migration,

Fimally, besides tho case and sexilability of teansgort, Cairo and
Alexandris weeo the anly localitios with satifsctory supplis of pure
wator, gas and oleotricity. Power geeecating plants wore established
_“”? 59 both citios, and the companios Were anxiows {0 cecourage
industrial users during daytimo (the off-peak peried) by price discris
mination in ther favesr with a view to securing fuller exploitation
of plast capucity. Mr, Ddera oetimates that In 1984 the production
of electricity reacked 220 millics kW, from 65 plants having an installed
capacity of approximately 165,000 kW 90 °f, of this anergy was produced
in Cairo, Alexardnia and cortain ports of Upper Egype.*)

Tho previous analysis does rot exbasst the advantage enjoyed by
Cairo ard Alexandria. More than anywhere elso in Egypt, thoy afford
entroprensurs a chance of besefitiog from other aspects of external
ccoromdes, which energe as a result of the growth « { b destrial activity

"t A partioular locality(?). The initial growth «f Tdustry has called
forth many sobeidiary branches catering for its i oeds, Now firms
are in  position to *' bay in " certain sorvioes and oc g eneet partaon the
spot without having to incur the expeeditere of prodecirg them from
their own scarce resources. Moreovor, & cumulative process has beco
at work. Early concentration of eonmsmors with efective (emard
lod to the growth of irdustzy ; asd this, in turn, led to the growth of
sebaidisry ard complimentary industries and wovices. With the
acceleeation in tho rate of population growth came o forther expanson
of indusry 1o cater for the imcreared detsand, avd the scquired ad-
vantages fended to ceystalize, theeeby militatieg sga'sst the emorgence
of important new industrinl ce trev,

() A. X Doxma, L'Ssetrifiontion de 'Egypes, Contenporalre. Vol. XXVITT
The writer furtber remazks that cocaumption betwesn 1339 and 1904, largely
owing to ircreased demarsd by indastey.

The irzportance of these sconcmios tends (o diminih afler s cectaly poirt, Hxcen®
ﬁ‘:w may give rise 65 extersal Sapconambes. mmmgumim
"wwmummmuum. laboer lLers s
more militast. Sor Hassatzs, G “The Thecey of [nternational Trade ™, ¢ 208
in Egypt, Indostrial cestoon Bave so far net attalivnd the stage of Lecofting
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Special Cases of Location: A study of the location of a selected
number of Indestries,

The optimums location from the point of view of an entreprenecur
& that which yields the lowest total cost per unit of owtyut. Before
deciding on o particular site, he pvest catiznste the cost of trassport
of raw materinls from existisg and prospective sources, compsring
them with the cost of transport of the finished products to the markets,
actunl and potential, in the light of the pricing policies of the variows
transport media available, and of possible shiftsin their rolative itspor-
tance. “ A gives varistics in cost, dueto differences in location, will
bo of major or alight importance according to whether the particular
cost is & large or small redstive itean im total cost )

It bas boen stated carlier that technical factors were sometimes of
paramount inportance in the determination. of location by foicing
entreprencurs to choose from a wore o less patrow range of districts
where, a3 a consequecee, & high co-offichert of localzation obteivs ;
m soch cnses, transport costs ore usually foflrd to corstitute & lange
relative itemn in total costs and becauss of the conce:traticn of mw
materinls, ) their bulkiness and weighs-losis g qualtier. The obvious
casen of location, decreed by techrical coe siderstions such as those of
mines, (uarcios and ealinos, will Lot he discussed here, Suffice it to
maztion that the choice of deposits(*)to be wourked kas boen influenced
by the availability of trazsport, as whes minersl oeposite bordering
the Red Sea were worked to tho seglect of equally rich deposits situst od
furthorinland.  Or it has beeo in flue cod by the avuilability of markets,
via the in flusmce of the latter on total corts, as in the caso of the salmes
located in Aloxssdris ant' caterirg mostly for the howo market, and
those of Port Sadd which have important trade comnections with India
and South East Africa whero salt is shipped as benker through the Suez
Casal. [r what follows, a brief account Is given of the factors deter-
mining the location of a number of industriee.

(%) 8, I Doomon, The Location of [adwtry an the Dogrossel Areas, . 45
“ Tho power of & raw Iatetinl 86 Mttract b industry depends in the firt lastance ™
. mwﬁhwum—wumw«mdw
L - 68 foee Neke ), page'197), K
For example, deponits are fognd ba varkoes of the Westaen
&r«dmmudwu exphozatica 1o the
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Cement: The muin plants are located st Towrahb, Msasarah and
Heluan pear Cairo in the immokiate vicinity of the limestone depowits
at the foot of the Mokattam Mills ; 8hoal (Tafl) is brought by silmg
vossols from the near-by village of “El-Saff *. Coal is imperted while
gyprum is beought from the rich deposits at Ballah r ear the Suce Canal ;
bat the cost of trasuport of thess two commodities &s small refatively
to total cost. As the muterisls are of listle value in comparicon to
thelr weight, a location other than 81 the source of rich deposits would
have lod to o ubn&nti‘ll incressn in trsmsport costs ard would bave
advursoly affected the competitive power of the i dustry, epecinlly
prior to the recent mujporation of tariff rates, in the warkets of the
Cairo Area and the importart pobilic works ake g the Nilo. Hence
it ie probably tree to say that the precent location effects a groat saving
in delivery costs and ropresssts the losst gossible tray sport cost com.
bl ation. Different considerations, bowover, apply to the Alexsndria
factory, which in & hraseh of an Tealiss concors relying on the import
of raw matecials from the Dalsmatian coats, The choice of Abexurdria,
an important market, as & sits, arabled the coccern to keep transport
0Ostx 10 & mimimam with the help of tedater socured from Ita.isn navi-
Pt comlbires,

i Swugar: Tho sugar industry, amployag 27,000 workers, is located
in Uppor Egype. The refinery of the Scciété dov Sucreries of do la
Rlﬁuio J'Egrpte, the sole producer, is at Hawamdiebh, 1 oor Cairo,
while the erwding plants are stpated alorg the Nile, at Shekb Fadl,
Abo? Koarkas, Armant, Nag Hammadi and Kom Ombo, at distances
rargin g frome 267 1o 834 kilometars from the capital. The numerons
l-ﬂlnf- fatories are found pear the mills, while the great alcohol
Plant is &t Touwrak, not far from the refinory. This covce tration
Was pot & demwm it waa started as & semi.publio
@iterpriso is the reigs of Jamail, but evolved with the irtroduction
of bazhly mechasized cost-reducing processes and the incraase in the
scale of oparations,

Various Feasons account for the concentration of the industry in
e South. " o the firt place, grographical considerstions, v.e., the
availability of suitable luad, a bighlyJdaveleped sywtans of rrigution,
favourable olimatic conditions: apd ap slmmdsnt mpply of cheap
inbour muky the Sourk smmently wrieable for sugar csne growing,
Mmdammm.wd re in the
prce of ootten relatively to that of wgnr cne lod to & Ferurbance
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of the thee eowt g syster: of land utilization, and substitution occurred
on a large scale with cottom invading the merginel lards of Middle
Egypt. The process of substitution reached its clisoax i 1902, when
the arwa under sugar cane decreased from 87,000 to 72,000 feddans.(*)
In ondor to reduco urcertainty asd to o suro & stoady supply the
sugnr combine regularly enters kto loeg term comtracts with pro-
dwecers, and grows pert of its ennwal roquireme: ts.

Sccondly, it is a well known fact that sugar cano ctushicg plants
tast be [ocated in elose proximisy to plantations. Delays ir crushing
cause de’ eroration to, ard Jowers the seckaiose cortents of thestalks.(?)
In the lost decades of the 19th century, the southwand migration
of suger oase led o the closing down of many segar mills belor gic g
to the Daizak Sanich in the distzct of Middle Egypt. Moreover,
the value of wuger sare s u very important eleme: t in the ot of pro-
duction of sugar. Thus, in the fmancisl year e ding Sist October,
T940, the total expenses of the sugar com big v amousted to LE 413,085

* of which L.E. 1,258 844 1egrescc ted the pur s price of sugar cano (%)

Fically, this raw mater:al losts snck of s weight in tho proces of
mansfocture and this fact fvours location rear the ploorations. In
the crop year eoding 30th September, 194, a total of LE51.770 toos
of sagar mno,yulu}al 167,051 toes of supar or shovt 1094.(Y)

It has been contended that the sugar industey “coull kave offceted
a useful saving in trasspoet costs, hisd the refi g [retory been Jocated
in brtwoes thy raw sugar factetios in suck a place that the bulk of raw
sugar prodwced woald have had a short haul to the refivery. Thas
in on acoount of the fact thet raw sugar ixa Lttls beavier thas refined
supar “4*) The writer goes on to point out that the datances s they
appear i the majority ol cases are wory large, Various comments
aro portioest to this eriticam, At the tire of its inception the area

(') Tn 1909, 1he area Gnder vagar sans was 72,303 foddass as agaisst 1,024,837 under
mmuh-m;lu
mm“mum and Urarsport coste ——

the haul focen tho um.m-hu-mu-.c“
t" M bozg ~oom o
-“-, wndanromn, s far av prsalble, b6 we he srmaass

u.& o, The Conta ol Tranapeat sl tho Locaticn of Iudssiey in. Goest
TNestaia axd Egyyt. p- €96 nypesssips. 3
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sdjacent to the refinery was one of the important centres of sugar
cang cultivation asd it was only as a result of the south-ward migration
of the industry that the peesent situaticn arose. Morcover, the com.
pany has always fwported large quantities of raw sugar to holp work
the refisery nearer to eapacity. These imports aro destined for re-
expart, togetber with my surplus over and above home consumption ()
and the northeely position of the rofinery reduces the coat of transpott
of both imports apd exports.

Again the demand for refined sagar ewarates from the towns of
North and Cestral Egypt, while the poverly steicken inbabitants of
the South consume part of the raw sagar produced thore, Thus, rome
FAW sugar is not sent to the refimery but is consumed on the spot, and
hence does not give rise to cross-freight. Finally, owing to the fact
that transport costs for raw sugar are below those for refined, location
near the important markets leads to a saving in the total traraport
Bill. The relative importance of trassport cost decresses as sugak
are is transformed into raw and refined sugar, However that,may
be, the virtual mozopoly enjoyed by the company, comuined with
the systemn of railway robates and the govornmestsanctioned “resale
Price maintenance " agreenent reeder any suggestion for re-locating
the refinery of parely acadairse intorest, The guarurtee of profit and
the prohibition of imports are not conducive 1o attempts 2t coat re
duction () .

Catton ;

(a) Processing. ~A salient feature of the cotton processing industry
is the wide contrast hetween the location of the ginnisg and the
pressing sections. [n 1908, there were 119 ginming wills scat-
tered xll over the countey, with some concentration in the great
upcowitey marknts of Lower Egypt such as Moballs, Kafr
Zayat, Banka, Zagaxig and Mansourah. This meultiplicity
1 due to the saving in trarsport conts which texults from the

C')fh 1901 Convrestion siipelator that Imported wagar mest bo earmarked for

nnmhlnah.muu mumm
ru: wnummn o byoiu-nllq
m detived frven faveurable locatica.
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loeal pregaration of the crop. In contradistingtion to the dis-
persal of ginning mills, the steam pressing sector of the industry
is located in Alexandria, The high degree of localization and
concentration obtaiming there is evidenced by the fact that,
in the 19551940 sesson, 7,914,257 Kantars out of a total crop
of 8662000 Kastard (exports: 7.502,083) were processed
by the four giant concerns located along the Qoayride at Alex-
asdria. The reasons for this concentration are twofodd, First,
Alexandris is the first port, and the great cotton markets (spot
and fatures) are located there ; and secondly, steam pressing
reqaires large capital, and subatantial economies of seale are
realized when there is a large and continuowm supply of cotten
to the mills, Suach economies more than outweigh any saving
in trazsport eost which might ocour from carying out the
“steam " peessing operations at the scattered ginneries.()

(b) Spimning ond Weswing.—The bandloom weaving section of
the indastry is widely scattered an it caters mainly for a parely
local markst. However, there are age-old cemires of great
resown such a3 Meballa, Kabioub, Damietta and Cawro, The
industry uses both Jocal and imported yarn and it bas been
given a fillip by the cessation of foports during the recent war,
but it is casy to prophesy that this seotion is doomed to extinction
in the not too distant futare, Oa the other hand, the mocha-
nical spinnkag and weaving of cotton, and other fitees, are highly
localized. Thus in 1940, out of a total daily production esti-
mated at 112 tons of yarn, 495 tons (430/,) were produced in
Meballa, 45 (4295) in Alexandria, 13 () in Kafr Bl Dawsr
and 1'5 in the Calro area.(®) In the same year, out of a total
of 8326 mechonical booms in operation, 4,300 (50°),) were

- O SR S el 2 B b B D e Sl

—

I S PPt SO o

-



an LESTPTZ CONTEMFORAINE

in M:balla, 2500 (3004) in Alexundris, 1.208° (149),) in Kafe
E' Dawar oo d 304 (o the Cuiro srea. ) An analysis of joint
sock companies in the textile ficdd(?) roveals that of a total
PaMl wp capital of LE. 4,072,000, the capital of companies
opwrating i the Aloxandiia srea, taken wroadly to include
Kalr Bl Dawar and Beida, amounted to LE. 2,365,000, while the
shares of Moballa, Caire (%) and Damictta were LE, 1,000,000,
592,000 and 120,000 cespectively. Tt is abundantly clesr that
Alexandria and Mehallat sre the main contros of the iedustry
and we proceed now to anslyse their relative werits.

The early textilo malls of the Anglo-Egyptian Spiunie g and Weaving
Co. were established in Cairo and Alexasdrio (*) The decis'on to choose
Mokalla, in the beart of the Delts, as a site for the Mir Mills con t tuted
a departare from the traditional preetice of foreign ectieproress,
The ostenscblo reasons for that decision(?) were declared to be the high
degree of hrwidity, the availabitity of skilled lubour ju the ranks of
handloom waavers, sitastion in the centre of & great cotton peodecing

rogon with good transport relations with the vest of the cous try, the
availaddity of cheap land und the Jow Jocal rates levied by municipa)
suthorities, Mayy of these sapposed sdvarteges of location at Me-
halla are fourd, on examination, to be withost foamdation in fset,
The diffsresce in the degroe of moistare tetween Aloxandeis and Me-
Balla & negligible snd it & notorions that artificial humrddifi rs are
installad st the Misr Mills in order to regularies the rate of v oi.ture

1) J6d, p. 0B (we Nota 2, page 104),

(%) This voanprises all the vages of production incloding faisking. Fa Cairs there
s & orvenlenr of artificlal allk factories and « lings mill, The Dawietts Nill oviglsally
*‘:’QODMA.‘““.U&MMMH““MN

) Mootly made sp of mslinm vised concerzs of LE. 100,000 or wnder,

% The beruser was waatly ehmwed down ; oo its thoo the
wame war chasged nto the Pllstore Xationale o I it oazly slages, Lhe
mpqﬂdﬂ&n“hhlﬂnu— 1he fove
in the Ovbecan Xapire,
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in the air and to avoid seddes vairiatiora. In the cutakirta of Alex-
andria land is s choap, if not cheaper, than in Mehalla, Tt truethat
the Alexandria Municipality lovies local rates and is entitled to a small
percentage over and above the national rate of taxation of industrial
and commercial profits, bt this smst not blind us to the quid pro quo
im the form of better amwenities. Besides, the rate differential does vot
have any approciable effect on total cost and ix wot, therefore, an im-
portant locationsl factor,

Furthermore, tearness to the cotton fields is not & decisive factor as
witnesses the pheswmenal growth of the cottos industry in arcas such
2 Lancaskire, Alssce, Japan and the North Esstern States of theUSA.,
which peucure their raw materials from distant lands, Maoreover,
spinning requires & blend of many grades of cotton, an smple and
contimuous supply of which s precurable only in the grest cottem
markot of Alexandeia. As a matter of fact, the Melalla Mills secure
» groat deal of their requirements of Jow grade cotton fer the vune-
facture of the coarser variety of yarm m the Alexangdria market, the
remainder boing bought at wp comntry distriots through the isterme-
diary of the branchbes of the Bank Misr and the Misr Ginning 8. AE. (1)
In any osse, location near the cotton belt asd away from the great *
markots of Caito and Alexandria nocositates the carringe of fivishod
goods by rall to these markets. This is a costlior peopostion than
transportisg raw cotton, because the latter does not kse mueh woght
in the process of manufacture, wed also beesuse the freight dlasification
of Egyptian State Railways s based oo valoe, (2) Mehalla ie thus
seelt 10 be in & worse position than Alexandria bnsofar as the greater
part of its purchases of raw cotton and its sales of finished goods mact
usdergo aloog baul.  The former casmot be wiet from a single regin(*)
and the marksts for the Sninhed peoduct are fairly scattered.

(%) Tho peivilege of selling bow grade colloa 0 the Misr Spisnicg Co. (s cae of the
-nidmd‘duubllouu

(2] The special rales gratied to the ccmpany g0 & oy way towasds rousterating
Wse disadraniags >
Abe of rax materiale atv seatbete] the
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Alexandria, on the other hand, has an important market near at hand
for the parchase of cotton and the sale of cotton gooda.()

The last paint referred to earlier in the text is the large wage dif-
ferential batween town and country, the average level of wages in
M:halla Being appeoximately 70 of that ruling in Caire and G°f
of that rulisg in Alexandria, and the fact that labour in rural arcas
® =ot highly organized. However, as was argued perviously, Alex-
andria hus a Ixrge sapply of semi-skilled adaptable workers possessang
the quabities roquired for mechanized industry whereas the Mehalla
mills had to provide cousses of study and training for their workers
and to send a number of promising young men oa educational missions
abroad, They suffered from the uscertainly associated with invest-
ment in prsons, namely that, omce traised at the expense of the emplo-
yer, the worker may seek alternative and more lucrative employwent,
Moreover, ns with the new mills in the ootton belt of the USA, the
advastages of docile labour were found to be transient as industria.
lizytion has created a favourable environment for the growth of trade
unions, and the latter may yot prove to be imvalmable in smoothing

employuremployee relstionships.(*) It is inevitable to conclude -

that, as things are, the choice of Mehalla, was the result of inertia and
was made under many mistaken jmpeessions.

(2) Future Trends and State Policy

Rscent economic changes in (Giroat Britain and the US.A, lave
foscussed attention on the dynamie factors affecting the location of
indastry, In the 20th cestury, Great Britain has oxperienced strue-
taral hanges in the demand for its basic industries as a result of the
decline in the importance of oversesy markets, coupled with the en-
hanced impoetance of the "abalterod * bome market, The chrosic
decline of the industrial regions of the North and of S8outh Wales was

2 . 2 o B e Bo Y ; i
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accompanied by an increase in the importance of the South, with a
concomitant increase in the mumber of insured workers living there. )
This tread constitutes o reversal of that witoessed during the 15th
and 19th conturies, when the new techniques engendered by the “ In-
dustrial Reveluation " favoured locatién near the iron and coaldeposits i
of the North. .I
In Egrypt similar changes havy been at work, Ta the provious pages
we registored oertain shifts, such as the sosthward wigration of the
sugar industey and the Jdecline i rural industry, accompanied by
ineroased urbasization ard the concenteation of ludustrial workers
i Cairo and Alexandria, Prior to the irtroduction of mechanized
industry there was & marked diffusion of domostic industry und crafts
providing the local market with convenierce goods. Tnetarces of
localization wore, howuver, ot entirely ahsest. Thus crafts peoducing
speciality goods for tourists and rich town dwhllers were concentrated
in cettain strosts in the larger towns #o as to allow peorpective buyers
‘a chance to compare quality and price. The silk irdustry had s
main seat in Damietta becanso of the easo of importing raw silk
and of exportng the prodocts to the Otteman Bupire. Tho tex-
| tile trade had s nussber of other sents in Upper Egype ard the
Deolta.(?) Howover, the import of cheap mass produced goods from
Europe, after the opening of the country to trade ard the gradua)
westornization of the taste of the bourgesisio had serious repercussions
on theo ancieit seats asd the dovelopmert of modorn industey at
"homo w adafnitering the conp de grace.

Other coceoesie and techaien] changes are at work which, if allowed
full sway, may have an aoportart besting eo the future loeation of
industry. The developmeet of road transport, by breakirg up the
memopolitic hold of the railways, may minsmize the fmportance oo
location near the railways, The proposed electrification of Upper
Byypt through the axdention of a grandioso schomo for the ge eration
of hydroede rie Lo wer froms the Awess Dans play atitact new industeses
to Upper Bigype, Schomes are be'ng worked oet for the etablishment
of o giant feetilisor plart ard for the cxploitation of the ron deposis

" of the Asswan provinoe. The tranumiswe of cpreet sorth-wands
will facal tate the i dustralization. of Upper Egypt especially if, ks the
earlier stagos, power is sold below cost, river transport is imgacvel

V) The potlery iadastiry of Keonh the of rich alturial sedlonente,
‘ l\‘ow;ﬂmw.-::mdw*v—h
*
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and somne reduction in railway charges is granted as a part of a conscious
policy 1o bring in industries to relieve over-population and the dire
distress of the counteyside.*) The recest extension of the Red Sea
oil Galds may provide other districts with motive power and help
develop Sues as a large refining centre, aspecially if Egypt became the
Tecmines of the Arabiss pipe-lines. Fimally, a shift in the sources
_ of supply of raw mateials may exert some in fueece on location. Thus
Z /7 if the agitation conducted by industzrialists to secure the repeal of the
existing exsbargo on the import of foreigh cotton is successful, it

2" might lead to the location of new plants nearer to the ports.

It might not be amiss to rowsd ep this chapter with a fow words
about the woial aspocts of the problem of location. From the point
of view of the entrepreneur it is important mainly through its bearieg
00 costs, But there is a wider social aspect owingtothopossible con fict
betwees: the interests of the entrepros eur and thoss of mciety at large,
8 conflict which hss been stressed by some “ welfare " ecoromists,
who contend that the caloulus of private enterprise does rot fully
embraco those effects of business decisions which involve the state
in substactial costs or which camnot be easily brought within the
" measuring rod of money .(!) They point out to overcrowding in
sluess, the comgestion of transport axcessive smoke and water polistion,
the dasgecs of expossre to serial bombardment and the risks of secular
changes s demand resulting in chromic unemployment snd depressed
Arms, as among the effocts of excessive concentrstion of mdwstry,
The fact that the sational Exchoquer and local asthorities bear part

vof the social cost of industey is advanced as a jestification for the

cemation of a goversmestal body to be entrusted with the task of
liostisizg naw factorses and of effsctieg somo measare of disparsal of
the industrial population.

In Egype, industry is still in its infanoy and there is no legislstion
dealing with the location of industry, except for the Law of 1904 which

' prokibits the evtablishment of obecxious or roisy trades in olose
omity to urban eontres. Yet the recent industrinlization of towns
brought the related probloms of slums and over<rowding mto the

{") Owiag to tho high oot of toamadanion it may bo decided to vtilise mowt of the
currezt on the apod ueloss other cozaideratioes, such s the Dettorment of
reral Mo, ato taken izto aceound. 1
(%) In otber weeds, social costs are higher than marginal private coels.
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limelight, owing to the fact that the pursdasing power of industrial
workors is not of a magnitade to persuade specelativebuilders to provide
workors' tememonts at reasonable rents. Henoce, it is submitted,
one avease of government intecvention sbould be the subsidimtion
of housa buiMing for the working classes.(!) Thetask of slugas clearance
and new building should be easior now that industry and trade are
for the first time, comtributing a fair share in the firance of the state,

Another line of plolicy wounld be to ercoursge location outsido the
big citios, despite the fact that certain ecovomies emergo from the
existenco side by side of heterogerous industries in the grest urban
ceatres, tharedy roducing the risk of proteacted uremployment in
the event of a secular declese of & particalar idustey, Sech nsk =
enriainly more pronounced in the “ one company ™ towna like Mohalla,
Kafe El Dawar, Beida or the sugar contres of Upper Egypd than is
is in Cairo and Alexsndria whete displsced non-specifio labour can
easily find alternative employmest. (*) Nefortholwa, the State can
in fluoece location in rural districts by approjriste measuros designod
for the purpose such as freight reductions, fscal policy, advances from
the proposed Industrial Bank and the establiskmert of ron-grofit
making trading oetates with sites and factories, bouses, cantoens and
recreational grounds. The lstter would corstute an importast
measure of rural reform bringing alternative outlets of emsployment
to the dowa-trodden pessants. They would ecable esterproseurs
to sart in business without a large capital outlay in buildimg. A
start should be made somewhaco sorth of the Delta and in the Assusn
provimre to take advantage of choap supplies of electricity in etablishing

new industries.

“was 20t bullt were Mssed to jumier civil servants in the
lower irccere

mmum.&.umam whets & large oursber
d.—hm soaindy Sor the Allied Arsies were closed down afler

bu? ﬂumMummam—mou
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CHAPTER VI
Tux Axavvysis or Eovemay Ixpusmay
(1} The Size of Imdustrial Uwits

The Izdustrial Conssses of 1907 and 1937, and the limited survey
tundertaken ir 142 give some iden of the magnitude and composi-
tion of Egyptian industry. In conjunction whthi-the docimsl popu-
lation censuses they throw some light on the occupatioral distriba.
ticm of the population, and indirate the stractural charges that have
taken place i recent decadns, The present chapter will be concerned
with the size of indostrial units and the extent of vertical integra-
tion in Egyptian industry. Unfortunately, the cansuses of industrial
establisbments do rot sab-divide industries, accarding to the number
of workers engaged, beyond the group employing 5-9 workers. The
resabeder is lumped under the headivg 10 workers and asbove. In
the absecice of wore dotailed statistics cersus fgures have heen used,
mnd fusther evidesce throwing some light on the sizo of industrial

“msits i provided by the fgures relating to capital, sales oomsump-
tica of raw materials and motive-power wed, The presest werk
in mainly concerzed with the stedy of modern industry, and the
problems of szagll scale industry are oolyotouin""."“":‘_i’“' wpw. o

The first salieot fact which emerges from n stwdy of consus figten
is the lllmn't;rpﬂpuodmmc of small scale industries and crofis,
Ascording to the 1907 cenwns of industiial ertoblishanests, 60 °f
of all " Factories u4d Woekshops ™ fall ir. the followii g oategories
which belos g 1o the emall scale non-tuo: bay ized group; mens” tailoring
(186 94,), bairdremsis £ and beautifyng (13.2 ¢5), booimakng and
repalric g (10296 ircmons (6.59), tinsmithing (2.8 %), cabinel-moking
axd manufacture of furfure (2.4%), making of bread (2.3°6), mepual
carpeitry (24,). upholstering ete. (1.0%,), dry-cleaving (1.0 ),
jewelleey and goldimithing (14 *4). The amaliness of the sim of
the “ firm ™ in wowot of these groups may be illustrated by the fact
that, i+ the fiest, only 100 out of 17,084 fams employed 10 or mare
workors ; 300 ia the thind, ealy 127 out of 9430 establishme ta em.
ployed 10 or more workets, Moreover, the two groyvps, mess, |
tailerirg nd haidresswg, seonmrtod for 44 %f; of the rumber of

establishuents but omployed cely 13 o/ of the workers. '

-
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Othar indices refation to employment, capital investmsent and motive
power also demoastrate the overwhelming numeeioa! importanceof
very saall establishments. Thus, ix 1937, 52 of, of all establishments
employed ve labour other than that of the proprietor ; another 400§
employed botwesa 14 and only 8 0% employed more then § workers.
The average number of workers for all etablishmments was 3in 1907 (')
As may be oxpected, about a third of all establishments were o paged
in repair work oaly ; moreover, 93 9, of establishments did ot vse,
or did sot indizate, any motive power at all, while emly 23, or ess
thas 1%, had ot isalled capacty of 50 hp. or ever. Firally,
of the 07,769 firms which indicated the amount of capital invested
in the andertaking 30 o had & capital of less than LE, 100 and only
0.5 o/, had a eapital of LE. 10,000 or over. (%)

The sooomd salio ¢ feature is the high degree of corco teation
obtaining I3 the mechanksed large scale sector of Egyptiar, industry.
Thas, of the declored capital of induairia]l corcercs apcuntisg to
LE. 3) 382 038 i» 1907, 94 94, (ie. LE. 29477,652) wes sccounted
for by the 2523 firms with & capital of 500 LE. ard sbove. ()
Whareos, the 312 comcerrs with a capital of LE. 10,000 or more bad
an aggrogate capltal of LB, 25 82 365 (900),) the 40350 firms &
the group (L.E, 1-49) had & total capital of LE, 355,740, Whe

the accounts of joist stock companies are examned the extect of |

comceiteation reveiled becowses oven mere startling. Is MUY, the
tosal sesets of the 91 companies ko the manufactaring field — esrlod.
ing ma'ning, transport ard wateedistribut oa = amounted to appro-
timately L.E. 30 million{*) while the 15 companics, with a capital
exeoding LB, 500,000 accounted for appeoximately 60 oL of tot:l
sss0ts. \

(') The figere was fow in the * Jewellory ln‘.:-k- articles ~ 0.9, 15
the masudactare ) ot ber

numbwe of workers per eva
mt&byﬂ‘:‘(ﬂm salives (458), Quarrios (65) and Mines (1),

(M) 71 par comt of all esdaldishonlts with & declarsd capital warein the capita | beschet
(LK 145, '

(%) 78 par cech of to4a | capital was lnrertod in the Sallowing § groaps | tobweso (23 9L,
wﬁ?ﬂ:ﬂh.&“dmﬂmtumvr&‘
(R.240,) maans of teatspoet (9 4 mazerialy of comtruction041,) deinks (4.1 % _g-u.
(6.2 %, 1 st be remarkod bewover that swing 10 Lhe sxiatascn of .
-wz“hmmtmmmdmlmuuu

(") No attetapt Ras Sesa mads to alimitate ister company Lnvestzests sad Sebte
S * Sotholous aanete ™. :
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Table T sussmarizes tho relevant material for judging the evolu-
tion of the indwatrial strocture sinoe 1927, It reveals (i) an imercase
in the namber of low-grade establishmests, which exmploy no labour
other than that of the propristor, & fact which demotes an incroase
in sarvies or peighbourhood industry (i) & gradesl reduction in the
average number of workers per establishment for indastry as a whole
aoxompanied by a steadycrise in the average for workshops employing
10 .r more workers (iii) & roticeable decline ia the abwlate number

a5d relative imgportance of the group employing from 59 workers; °

Batween 1987 ard 1907 the number of firma falling within this group
foll from 5,352 to 5010 {iv) a steady declive in the number of wstab"
lishments essploying 5 or more workers from 8,006 in 1927 to 7,378
in 1942 and & steady inorease in the percestage of weorkess employed
therein, (1)

Tt is not easy to say how far the impact of meckanization contributed
to the decline of small scale industry, i.c., the latter is taken to mean
workbops employing 5-9 workers. There were certaimly con-
tribating fictors, such as the geaeral decline of purchasing power fol-
lowing the disastrous fall of cotton prices, and the drastioslowing
down of the tmilding boom. However that tmay be, the fact re.naine
that between the population censuses of 1927 and 1937, the sumber
of psople engaged in “transformation industry ™ and *cosstruction
and bailding * fall from 607,963 to 598,905 (see Table IT). Employ-
Meat in a number of now industries, 6.8., cotton spinning and weaving
Sas expanded, but, on the whole, the creation of newindustries and
the mechanization of existing ones did not creatosdditional employ=eat
to offsct the decline in the more lanout-intensive sector of crafts and
home industey (Tadle ITI). When we turn from industry in general
to thy consideration of particelar industries we notice that the intro-
dustion of large scale mothanized industry resulted in & high measure
of concenteation and the growth of a few firma or the formation of
mergers or bolding companies, These firms account for most of the
output and attain & size sometimes far exceeding the mode in indus-
trially moro advasced countries,
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TYanee HL-Exruommox axo Cosmmacrion 1y Crmrary
Ixoverntes, 1917-1927

' fadastry 1917 7
Erpanding Iwdwitries : o
Extraction of salt and sods ... ... 2,655
Grain ssillin ok s S 12,33
. Chetnieal fndust 1,858
L Cabeet ardd !uranm mn!mm 7,362 )
| - Printing and e 10,743
Ootwu n. acd mmg L A 23,767
| 1'. 3 Py L 0,386
. tmeking Te 4,
' Electricity works .. P'""’B & 4,208 ‘
l Proparation of metals .. 21,012 ;
: Boumnkngudooxmuon ol vchrlu. 15,944 2 '
1 i
Comtracting vndwstries - ;!
Mining of metallic ores. .. ... .. .. O3 Y
Lentil orushing and rice on'.mg v we 1,357 s
Manufacture of bread 15,607 }
knd:o?m ol elineny) - JUL Sl 5.‘22
Wool m mg 0ot Y el s 11,3504
“’mg of favries ... SIS N 4,960
Ouwmh R T D e T 3n
"nhr disteibotion S i e = Teuacd {yed 16,387
.
-th. S 4,145
Stone masonry ... 19,

-3
L i S e A
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The cotton industry is remarkable in that respect, In 1941, there
were 9 machanical spinning mulls, Two had moze than 100,000 spindles,
two were within the range of 10to 50,000 and five had less than 50,000 (%)
Theas, most of ths total spindleage was in mills having 100,000 spindles
or more whareas, in 1935, only 249/, of Japan's spindles fell in the same
category.(t) of the total meclanieal loom capacity estinated at
8400/6,500 were owned by three companies, which between them
consumed over 80P, of all cotton consumed locally. Over 807/, of
the total outpat of yarn is secounted for by three concerns and over 500
of th: cottom cloth peoduced came from the four leading companies. (%)
In 1943, the five textilo companies with a capital exceeding L. E 400,000

bad a total capital of LE, 3,150,000 while the remaining fifteen, with

& cagital ranging from LE. 2000 to 150,000, had a total capital of

T67,000. Pinally, it must be emphasized, here that the expansion
of the cotton industry has not been the result of & simulatneous growth
of all or most of the constitwent firms, but rather of the phonomenal
growth of a fow frms controlled by powerful financial interests. The
penury of funds stunned the growth of the remaining fairly ssnall
firms (See Table IV),

_The sugar industry is entirely in the hands of a multi.plant frm
which eaters for the country as » whole and for exports. Tt has five
orgshing plants with annusl capacity varying from 270,000 kantars
of cane in Ko Ombo to 431,000 kantars in Abou Kurkss, Refining
is, however, concentrated in a single plant with & daily capacity of
700 toss. Of the bye-products of segar alcobol & distilled by ome
£rm wivich supplies the local market, while the production of molisses
is usdertaken by a large number of very small firms. The country’s
requirements of cement are met by two companies working on & very
large scale. Im most other industries, it is usual to fisd & number of
small concerns side by side with a fow large and modern oses. In
soap making. paper and milling the few modern factaries account for
most of the production while in the boot and shoe industry the profer-
reace of the bourgeoisie for the bespoke prodwet favours the small
firm. The obemical industry consists of small firms, 2 in its early
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stages the organization must be Bexible until the expansion of demand
permits standardization and large scale production, Finally, the
new rayon industry has hitherto been in the bands of small firms ;
thus in 1037 there were two firms Baving about 400 looms each and
about 32 with betwoes 5 and 50 Jooms, But & new giant plant is
being built by » growp of Egyptian and Amezican oapitalists, which
willcortainly oversbadow the rest. 1t is not possible, without adequate
kuowledge of the tecknigoes of production in the various industries,
and without adequate statistical data, to promounce on the technical
efficiency of Egyptian industry or to compare the mize of existing
units with the “optimum " size. However, the following reflections
are pertinent to any esquiry into the special circumatances of Egypt,

Tawee IV —Tuz Deverorausr or vae Two Lanox Texrine
CoMraxies

Yoar Spidles

Kantamn

L —

dmm-' lu-nl(:oﬂhl
LE

(s) Filatwre Nationsle d'Egypte

1917 20, 800| — 560] 48,750
1931 60, 1,400, €0,000 800| 320,000
103 75, 3200 99,000 800 487,000
1940 = = - - - 780,000
(b) Socieé Misr pour la Filature et le Tissage

'”l e 1’. — .2. m w.m
1937 .| 100, 13,0000 282,000, 2, - =

196 .| 160, 37500, 360,000, 4,300 1,000,000

Sources ; 1. Annual reports of the two compsnies.
2. Roport of the Committes on Indestry and Trade, 1917,

3. Various isoes of the bullatin of the Mimistry of
I=dustry and Trade.
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At first, it is necesary to dispe] certain minconceptions concernin
the relationskip bet ween sizo and efficiency sod expecially the tondency
to exaggerate the technical advantages of scalo asd to confuse ccono=
mies of woale with Snancial success hased on the attainnent of a posi-
tiom of leadership i the industry, by virtue of the fact that the firm’s
output and variations therein havea decivive effect om the ruling price
or because a lasge outlay on advertising kas created consmmers insis-
tence for the fira's products. Tn such cages it is not inconceivanle
that monopoly gains may more tham outweigh asy diseconon-ics of

scale. The real scoaowmies of Iarge seale produ:tion sre the result of -

cortain iadiviabilities in the supply of facters of preduction, For
instance, in ceweat manufsctaring the wnit cost is lower for largo ns
compared with smsll gnits, and technical eScionoy inoreases with
the incresse i the size of rotary kilus. {!) Coatly and specilized
equipmext are also required for theattaimm entof efficiencyin petroleum
refining, textile finishing, and steam power generation. Morcover]
finance ix more readify avadlable to targe than to swall firms, owing
to the awsence of special f-ancial ageucies catering for the recds of
small scale enterprise ; in addition, the cost per unit of capital raised
i the eapital morket falls as the amount of the issuwe increares (%)
Finally, the large firm enjoys certain ecoromies ascociated with bulk
merchandising and the employrent of speciatiets incleding research
workers, s

Tt & rotarions that the econamies of scale are wore conspicuous ia
the praduction of pig i-en, awenbling mator cars and certain tranches
f the sagineering industry. Oa the other hand, there are rq consd
deranle ecomomies of stale in the textile industry, except in finisking.
I eotton spinning and weqving, the optimum technical unit s sa alls
and oxpansion within the firm means the maltiplication of & ackines
of the existing type, without amy apprecistle interval ecoromier.

Cotton being & graded comeodity with an international price, salk

puying doos sot give o marked alvastage to thelarge firm, doreover,
in the special eircumstances of Egypt, the mills vay low grade and
inferior varicties of cotton fress the scattered murkets; and axy
ecorgmies in balk baying swust be set against increared trazsport
costs anl 3 costly system of ageooy. Nevertheless, we fird that
Egyptms Srms have grown very rapidly snd have sttained sizes far

) Domsor and FPrases, Analyzing Owr Indostcies, po 233,
(%) X Brmexve, Small and Big Naalness, p. 19, -7
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above those of the average firms in Great Britain or the USA, not
so much by installing larger machinery bat throughshear multiphcation
of existing ones. Thus, the average New England mill of the type
having combaned spinsing and weaving mills has 30,000 spindles and
700 looma, In the USA. the cotton isdustry s among the least
concentrated of the nation’s importast indestries, and in 1965, the
four firgest firms produced only 8.4 per cent of the indiestry’s value
of prodoot.(*) For the greater part of its career, the Lancasbire
Cotton industry was characterized vy the prevalence of sorallor n edian
sized firms. In 1584 “the undertakings owming 30,000 spindles or
bess nceoanted for over hall the total, and very fow undertakings owned
over S0000 spindles. (%)

It would seem that any planned development of industry in Egypt

should take secount of the relative searcitios of capital and labour,
The soarcity of capital in Egypt favours the establishwrent of o al]

5 wale labour-intersive industries wherever the shape of the production
&\, function permits, Swall seale decentrplized industries wouhi then
o supersede the decaying orafts of the willage and avoid excessive ur-
basization, (*) However, in the past, the s allnes of the number of
entroprereurs With access to large investizle fusds has heer the x ost
Boportant singlo factor in dotorn imirg the nwn ber and size of » odern
mdastrial units in Egypt. The techrigees and the combirations of
faotors of pto«lwuon introduced by some enterpresesrs have heen
oopied from the fSdustrially advanced countries without due regatd
to the oonstellation of fact or prices rulivg in the country, Fer ine
stance, the old lavour intonsive nethod of producing eon ent wrod by
the Moasarah Coapany before 1929 was superseded by the n ore capital
intensive techriques of the new concern which absorbed and closed
down the Mansurah fires, and in whose capital foreign cem ent equip-
mont masufscturers were hoavily intorested, The sutte developn ret
ocourred in grain-milling and rice-veuting. On the other hend very
 little i being done to supply svall prodocers with capital equips ert or

. motive power to inorease their efficiency despite the fact that the
Leeports of techuical expnta show that the productivity of there fliges

1') r-mxawmmmumho-mpm Coerpare

with Fgyptian Sgures gives sarfler.
(%) Commnien on ummam'rmo.m M. e
abe G, O Auxy, sl Thewr Qepanizatica,

ptumm
war sebatarAiafly altesnt Iater, and in 1997 Jees than Mm fomal o ped
0,000 ypemdion o lows, ared over oeeihicd of the tetal rwned SO0 o more.

€) Losgee of Xativas, [naastrislisation sad Fervign Trase, o 50

e
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would by appreciably enkanced by a moderate use of simple equipment,
In Japan,small soale enterprise has managed to survive rapid industrais
limtion and in 1930, about 50 per cent of the industrial population
was eagaged in workshops employing less thas workers (7).

The fact that the small entrepesncur finds it very dificult to raise
additional fends is the main obstacle in the way of the sisultancous
growth of industrial frms, while the smaliness of the numbe of entro-
preneurs with cammand of large investible funds accounts for the growth
of large scale eaterprise, and for intessive rather than extersive
dovelopment. The ease of securing additional capital for large firms
and the possibility of sel-Enancing through reinvestment of profite
tend to enlarge the financialoptimum ; the position could ve remedied if,
&3 is suggested elsewhere, a special finascial institution is established
to extend assistance to small and medium sized Srma,

Finally, it is submitted that the dearth of estreprezosrs of a high
ealibre comstitutes 3 grave bandicap to the managemert of giant con-
cetns.  Thenumber of specialists in the technique of business sdminis-
teation, sciemtific management, statistics, sdvanced sccounting and
costing, personmel administration, etc,, ks very smsll indeed, and this
enhancos the difienltion of control and coordication in the large exter-
prise and in masy flrms, the inadequate devolution of resposaibility
and authority burdens the heads. In the langsage of Mr, Robinson
one would say that the managerial optimum i so amall that technical
ecomomies of soale may be somewhat sacrificed to enable managements
to got & firm grip on the enterprises they control especially at the early
stages of developmant when flexibility is mostly needed, (!} Howevee,
as things aro, the balasce of advantages lies with the large concarns,
and this situation i likely to costinee unless governmental actioa,
espocially in the field of finasce, suceeds in elimirating wme of the
hasdicaps under which small scale enterprise is labouring. This is

very important for the future danlop-un ormdmry as the facilitios

for forwign boerowing will be somewhat restrioted in the nesr future,
while it would be too optimistic to hope for an early releass of stesling
balances for initiating a buge programme of capital hmmnmt.

(2) Vertical Imtegration,
The modern, lazge scale soctor of Egyptian industey is charactorized

(}/ ' bya high degreo of verticaland hunl inugntwa. This has sometimes
/

.‘::%%.zf‘:::mr.....i«w,...,
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oomo about through & firss integeating backward to produce 1ome of
the materials it requires. In other iestances, firms Bave integrated
forward by branching into those processes of prodection subsoguent
to the stage at which they bad hitherto comfined their operations
Moreover, there are many instasces of large flrms or groups of fams
undortaking the wholesaling or retailing fanctiors instead of leaving

* them to intermedisries. Integration has boen urdertaken within a

single plast, or through the formation of subsidiary companies ; or
it has beens the outoome of wergee bot ween two or more complemertary
concerns, There is, in some frms, » kigh degree of lateral intogration
resulting i a bewildering variety of products, a vast range ofwbddi.ry

activities and the operation of a very complex bedy of nuchn

appliances. m
' In the sugar industry, the present integrated uuucturo is the outeo

of amalgamation. Prior to 1597, the refinery wax an indepercdeont
underiaking, and even now the two processes of refining and crushing
arocartiod out in different localitios.  Asin oarly 18th century England
the cotton textile industry is highly integrated and most of the cutpug
comes from comeerns combining spimning and weaving, The two large
mills aleo undectake dyeing, bleaching and printing. While the range
of the Filsture Nationale is more limited, that of Misr Spinning is very
wide. [n 1946 & produced 89 million yards of plain cottom cleth, &
msillion kilos of bleached and 1.4 million kilos of dyed cotton cloth, 10.4
million yards of woolen cloth, 1.4 million yards of [mes cloth, 23
million yards of primted oloth, 50,000 dogms pairs of socks, 60,000 sets
of undorwear and 300,000 kilos of antiseptic cotton.

The lazge measure of integration obtaining in Egyptian indestry i
mainly traceable to the fact that tho new indwstiries did not take suffi-
chent time to develop, o that division of [abour among a lazge number of
entregrencurs would emorge, Some were established fullfledged, and
Inrge firmns wero foreod to undertake most of tho socosssive procosses
of production owing to the alwecce ¢ facilities for buying
in their requirements. Some frins had 1o establish their owr. foundries
and repairshops and to prodece on the spot some of their spare-parts
and oquipmens, #) This led to excemsive investsaent in fixed capital
and to thy emesgunos of certain discontinuities 0 wing to the difference
in the optimnum sizo of the plant reguired for the economio operation

o'mmawmwmmmumu own
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of successive stages. The existence of these discostinuitios was, in
iteelf, a ressom for the emergence of lateral integration owing to the
desire 10 utilize existing excess capacity.

Another rexscs for the growth of integration i the desire of ontre-
Pronosrs Lo invest surplus profis and the relative case with which the
few large otablabed concerns could raise fands in the capital yuarket
for investment peojects. Much lateral expansion is dwe to thy desize-
to find outlets for surplus profits especially during the two wars, when
industeal concerns ware realizing large profits, while the wsusl sources
of supply of raw materials and component parts wero cut off. Fusther
oxpansion in the predoction of existing lines was sometimes precluded
ow.og to the smallnew of the market ; and the &rns thought it ad-

';an to d vew lives thus diversifying production.
dusitn 13 easure an adequate and stablo source of raw materials |
' wasanother canse of verticalintegration. Thus, the changing relstion.
ship bot woen the prices of cotton and sugar-cane in the last decades of
the 10th centary, caused sudden Boctuatiors in the amount of cane
Prosented to the sagar msills.  Wheo cotton wus introduced in certain
“arws of contral Bgypt the comspany hsd diflicaltios in secureg exough
canoe for the crushic g plants and it decided to produce part of its require-
ments of sugar cane. In recent years the compasy has been relioved
of tho necesity of further expansion i this direction by the downward %,
ourse of cotton prives, and by the practice of entering mto for g tesin
contracts with producers, Other exumples are afforded by the leading
waio company which cultivates 5,000 acres on the border of the Jesert
it Bede'ra, and by the Misr Linee Co,, which produces flax and supplies
the cultivatars with wesds and fortiliznes. o |

Other camses have also beess at work. The desire to fnd outhets for
partofthe product lod cement companion to manufacture floorie g tubes
and other coservte pinaduets, Some comparies introduced red lisies
OF NOw peoesses 1o wtilize byoproduets or surplun  electricity, (1)
1o avoid the transport of Y contaimer, *)to” guarmptes the quality
of miterials wed or to avox) exploitation by supplien. (%) Again
the desire to flad asel contrel retail outlets is promimest, espocially

The M alartares batten Electricit v
) -'Nhlmm ares nan ¥ Supply vompany

L maenlact from e
o ee-pnlo Mmou laporiod sbaets | cigazvile candy
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that some Egyptian manufacturers were under the impression that
tho large wholesalers, being heavily interested in the import trade,
were 1ot favourably disposed to local prodwets. ()

Tt is not easy to discover ecovoxies of vertieal ifitegration in the
cottor or sugar imdustries. It is commonplace that the ietegration of
spinning axd weaving does not yield appreciable technioal ccoromaes,
Morcover, it cannot be ‘claimed that integration leads to a more
balanecod working of the constitnert concorns, ns there is ro evidence
of selfsufficiency im Egyptian mtegrated concerns. The Miar Cotton
Spimning and Weaving Company sells half its yars production in the
opermarket and the Sugar Refirery imports large quantities of raw
sugur to supplemaent bocal production.  On the other hand, intogration
does 1ot pormit the specialimtion of procosses and the economies of
cancetration on & rarrow range of processes or lines, (%) ani(‘
integration i Egyptian indostry esises difficult problopss of coondina-
tion, arad beads to complexity of strecture and the assuingtion of added
risks, with which present managements are bardly in a position to cope,

In the light of the above analysis, any tead eooy towards the simpli-
Seation of structure or the dissociation of processos with a view to
attaining a heigher degeon of specialization is to be wolcomed, A
recont examploof suek a tandency, obiviously modelled an the Evglish
pattemn, is tho establishment of two separate companbes in Jifferent
but adjacent localities, one for the spinning azd weaving of firg yam
and the other specializing in finishirg. The further exparson of the
textile indusry woald Bave been faciltated by the axister co of such
separaty finishing firm, which could serve many, producers kad it
not boeo deharred by its articles of sssocistion from serving any but
the twy Misr concerns.  Other irstarces of samplifiestion of stracture
are affonded by the Cairo Water compuny which has recontly coded
s dco manufacturiog plast 1o 8 rew conoeer, ard by the Misr Naviga-
tion Company whioh has recestly sold its hotels is Suce ard Mecca,
In foture, such instarces might bemultiplicd #% the course of ir.dustrial
hiistory sbows that vertical ictegration i wlly asociated with the
carly stages of industrializatior,

) Tho Bank Mist rrented ' nm-udmpmn.u

budlt a pleture bowso fie ‘ﬂm
TeckzlcalIafleonces M'. Lavisurox, Feoscankal927, See
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CHAPTER VLI
Moxoroex ¥ Eovermax Isnvstay

(1) The Extent of Monopoly

Competitive coeditions provadl in o siguber of Egyptiss, irdustrice
sich as leather, wap, femiture makir g ard certain branches of the
taxtil trades where dispersed sed smallsiand plarts are the rule, On
the other hard, what there is of large sealo mechsized i dustry ia
highly mwcogolistic acd all forms of moeropoly argasizmtioe krown
to the capitalimt world are represented. There are cumerous examples
of sellieg ngronmerts, quols ard price fixirg agreetsents ard agree-
mnts establishicg joiot selling orgacizations. o a pumber of g~
toike & fow Yirms grew to domirste the market toworing above the
othars in size and fmarcinl strergth. In others amslo mstion asd
absorption have resalted in the gradual decliv o of competition, while
yod iny others bolMing companics were formed to put urder unified
control o numsher of kitherto competig oo corrs. I the svgar it dug.
try ove compary is left alone in the Sield ard its position i ontrerched
bebied goverrment support azd high tariff Barriers.

Vorious factors bave led to the carly tmstification of large scale
medern Irdustey b Egept, Fiest, 8 developed at o time wheo com-
potition was on the warourd its sdhores 15 wore fighting a losny battle,
Becondly, the dearth of eapital militated ngairse the mudtipbeity of
firnes i the sme brareh, The pumber of foreige. promoters with
enmmarsdl of berge twsesneos was small and they uridertook the floas
tatin of entar riséw i unison. Thirdly, it was compamtivey essy
10 ATiVe A1 An sgrectne betwoen, thetm as they lived mostly @ Cairo
ned Ao siria aed formor | mart of a closely knit commoreial com-

Myﬂhmomduﬁ-di:m Whee the Egyptian

octerod the Seld it wes maiwly the Bark Mir who took the
initistive m Sartieg mechanion] Edustry ucd its promotens evinced

n mistalor sdmimtior. for vory lergy meale ectorprise. Feurhly,

owing to it Inte durehpnurt the size of plact in idwstry wus lorgoe
than say s Grest Britar. durng the e rly days of industral zition
and this usdoubtedly | iTitated the erention of. mor cpoles. Faally,
the istroduction of ve tariflc b 1920, by redurir g fordg: come
pecition, pavad the wey (0 the rise of wo opaly o the aboltered
m Tha followirg is & skulol of she developene: t of 1o epoly

n Egyptian irdustry,
i
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The Cotton Imdustryg (?)

(a) Colton gunning.—The saccessive cotton booms of the 18eh ard
carly 200k cecteries, coupled with the phecomecal incrense i the
area wnder cotton (7) Jed 10 overdnvestmert in the gining rector of
the industry. Conditions remained highly competitive despite the
amalgamation of some mills and the emerge: ce of giant coreorix, As
early as 1905, the Associnted Cotton Ginnars ard exporters was firmed
to bring uder unified control the ginsing mills belor ging to Choresi
Salvago, Zovrodachi Planta, Carver, Bacos and the Socifté J'Egre-
nago de Zagazipg. () Later on, Dometriades ard Sakellaridis were
induced to join the new company, whick embarked on a policy of
"eaticmalization * entailimg tho elosirg dowr of mary plats. The
combine wax cot very swocossfiel owing to initéal firineial difficuities
reselting from excessive watering of eapital, Curtsilmest of copape-
titio, pmfeabd further with the formstion of large wmits, such &s
the Mist Ginniog, the Upper Egypt Gissing Co. nnd the s malgama,
tion (1943) between the Nilo Girnimg Co. ard the firm of Axderson
and Clayton. Moreover some of the larger units were able to leaso
n nnmbee of the smaller mills.

- The process of corgestration, bowever, did rot go far & ough to
allow conoertod action with a view to influsrcing prices. Attetnpts
at cartelliztion wese 1ot very seecemful ou 4 regiocal or sational
basis ulthough thore ware somo instarecs of * 2o themes 's agroomoes ta™
betweor leeal factories. Thus, in 1928, 5 formal agteomer t to sabi.
leze ratos wassigned betwoen the leding firmns ia Kafr El Zayat afler
n pered of interse pricocuttiog, (Y) Thero wero mony reesors for
the faikure of early sttesapts at formml agreemert. In the find plice,
owirg to the alseco of indivisibidlition ard cther technical factors
stnall Pactories are abaydant, ard accondie g to the 3978 * Avc unire

151 This grosp conbinies all coeastnd with cotton and cetsen seed.
(7) The arca soder cotlon from $8.000 feddans in 1557 s L0000 |n
1915, A veeent entimate of captal isvestamal bn the glaning industry pets the Sgure
o LE & mifticn,
Pyrars, Cante Die VollawiritshafiZibe Entwidlmgsteadaz In m
”-(;',ﬂ-h. In DML the company had 638 active gine.
mwm-m,—mvgmmu.ww-m
chaws pronimity- IV wae alighial snqence o the prevakince of conditions of Quaxi
Nompedy. (¢ et bo adaed thal veatain imslsten) mville had o natural esooply within
& certale sadise wing 1o We cosl mﬁlﬂnvmm
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statistique " thero weeo 119 factorien with 0400 méeiers (gins) of
which 106 (082 ging) wete active durisg the seasen. Furthermore,
while there are important centres such as Kafr Bl Zayae, Mehalla and
Mansourak, » large degree of geographical dispersal obtalss, which
together with the multiplicity of the natwuality of owners revdered
megotiations difficalt,

Secondly, the oxistence of small mills with antiquated oquipmont
in dilapidated buibings side by side with large, up-to-date, plaute was
a stumbling block. Tho former, with veey low overheads and little
knowledge of the technique of cost sccousta wese prone o cut prices
in times of degeassion to levels which the latter considerad “ wnoco-
zomical ", () Bat she unequal size of units militated agains altompts
ot price or Quota fixing, and it would have bosn coetly to provide
mackinery for inspection, and esforcemants of eartel agreamects. In
the thind place, the competitive strugglo was sccentuated by the fact
that importast cotton deslers were in a favoursble stratogie position
¥iz & vir millownors kn certain districts, playing the ono agaisst the
other sxd securing price comcessions in exchange for a gearapteo of
minkesum cotton supplies dwring tho season.  In their anxioty to reduce
the uncertainty of opeestion, a1d is view of the low marginal cost
nnd the axittence of surplus capacity in the indusiry, mill-owners
wire all too willing to fallin with the wisbes of cotton dealers, Finally,
methin must be made of the pronosmeed fall in the price of cotton
during the i ter-war pesiod, which resulted is a smaller margin for
processing axpeoses, and of the decline in acreagadecreed by the govers.
ment in ite spasmodic attempts st infleencing the price of cottom,

Howover, cartam progros was made in the late thirtie. Usder
the wegis of the Fedoration of Egyptas [rdustres expecially created
Chamber of Giaming establislgneets, and, with the moml support
of the pover; meat, negotiations wore started in 1906 with the object
of forming a earfo) “t0 raiss the rates charged and 10 put as d to
the " desdly comgpetition™ reignirg in the industry ", Owiag to the
sanaller wumber of competitors im Uppor Egypt, a pool agreeance t wan
wigeed on May 14, 1957, and its seccess in the fing year of operation
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induced the recaloitrant interests in Lower Egypt to follow suit ;
thas in 1968, a sscond regional arrazgentent was signed, Both sgroee
ments fix ministem rates for ginnisg and related services, and rege.
late the grantiang of deforred rebates, which would otherwise have
been resorted to to defeat the convestion. Members are assigned
Quotas based on past porfomn.co and installed capacity. An inte-
resting feature s the provision of & levy on cotton gisned by member.
firms to be paid isto a special fand for muth-g administrative experses,
axd for compensating firms opersting in districts whese noe members
charge rates below thos fixed by the cartel, or where other members
fail to bonowmr their pledges, Compensation i also payable to any
nwatabor who fails to attain the quota sssigned to him because cotton-
growers and dealors in his area fod it more advantageous to send
their cottom to be giuned in pos-toember ginneries situstod elsewhere,
The outbreak of war i the sutumy of 3109 does rot permit an app-
raiza] of the efects of the cartel, but the rise in rates may have caused
n reversal of the trecd, observable before 1956, towards & declive in
the rumber of gies In opecation. This namber, which had declined
from 6,101 & 1503 1o 5,778 in 1957 rose to 5,852 in 1508 an was 6,112
in 1940,

(b) Cotton Pressing~Ir contra-distinction, to giuing the pressmy
soctor of the ixdustey bas always opesatod usder moropolistio covdi-
tions tharks to the fewness of firms, their geographical coroertra.
tion in Alexandria apd the Sarmor y between the foreign irterests
cootrolling them. The leadirg establishments in the irdustry, the
Bocifth Glndenle de Pressago (1) et do Dépdt is the product of & merger
spossored by the Ottoman and the Anglo-Egyptior, Bar ks,  As exrly
ns 1902, the company ectered into & cartel agreemest with its only
rival with a view to eding a short rate war. The two corcerzs
tomaieed in uwdispated control of the market witil the buge profits
realizal during the boom of the carly twenties induced scme capita-
[5ts to enter the fid, The establishmert of two rew companies
precipitated compatitive pirico badding wlnch was farther aggravated
by the fall is cotton peioces and the lisitation of s acresge,  Althongh
profita wero still maintained st tu.uaie levels, mgiu from 20 to

() Tn 1925 e Souides Ao Fronaage mm‘wm
.N/
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100 5% the controlling irterests decided to eater into an agreemert
. for the stabilization of rates ard the apportionment of Quotas, The
signatories formally urdertook not to underbid each other and to stop
operation ovce their guota had beon exhausted. There is evidence
fo show that gustas sre periodically altered in the light of chss ges in
anstalled capacity. (1) Tho sgrecosent signed in 1926, also regulates
the grasting of deferred rebates to sportant clier ts lest they may be
resorted to to evade the providors relating to uriformity of rutes.

(e) Cotton Spinning and Weaeing —In this industry a small 1 wmber

of comears has attaired such & degreo of sspremacy thut they cons-
titute a- oligopaly.  The growih of the isdustry has mes t the rapid
grow.h of these firms which come to dominate the seome. Thus,
IS, it win ostimated that the threo loading firrms i the splaning
branch aecourted for over 80 9% of the total eutpur of vore. The
degron of oo cetratior in the weavirg section is Dess marked, the
fdur weavizg tompcnies, being responsible for npproximately 50 ¢,
of local pradacti o, 1t is obvious that prico leadership by the giant
firms would have beeo possible eves in the abeerco of other mono
polistic doviess.  However, thee have come to re-inforen the airony
position of the prodecors especially after the imgosition of high teriff
berriees to * stim the tide * of British, Japarese ard Ital'an compe-
tition. There are instaress of price fixng agreements, jout selling
ago oies, [ terdockivg diretorates, holdirg companies and exchange
of shares. ’

I 1634 the two leading cotton spbinis g ard weavis g firms established
a selling orgarization * Comproir pour ln verte des filds Egyptices "
for the sale, in the local market, of their surplus production of yam.
Later om, cortain standardized cotton goods, such as Zephir, drill and
foulsrd were added. A .similar joit selling ageroy was established
for the sale of prodects of the Kafr El Dawar asd Beida Mills. The
Filsture Nationale d'Egypte owes 50 o of the capital of Socides
Berotiosne des Indastries Textiles, 1t also owns DO %), of the capita]
of the SBociété Egyptionno do "edustrie de Borneterie, its hoMing
in the two comnpanies, amounting in 1943 to LE. 300,000, yielded
LE. 41741 iv profits. The Company also bas an interest in the Société
Egypticnne de I'Irdustrie do tissus époege.

Thim 1he shars of the Socides de o de L pwaren]
T T L
Géadrale fell from 39 per cent in 1924 10 B8 per cant in 19091340,
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An interesting instance of exchange of share i afforded by the so-
called worlding agreement between the Bank My and the British com-
bine, Bradford Dyers Association, which led to the oreation of two
cocaplementary companies, the Seedété Misr pour la filature et lo tima-
ge fla for the waaving of fise cotton and Beida Dyers for fuiding.
In both companies the sponsces are the main shavebolders. Tims
the Bank Mise soquired 12,200 ordinary shares (out of a total of 62,500
shares)in Brids Dyers, while the Bradlord Dyers Amocistion beld
0195 of the share capital. On the other hand Beida Dyers owns 17,500
sharfain the Kalr Bl Dawar Mills. Moreover in 180 the Mehalls
Mille, a subsadiary of the Bank Mise, beld 15,000 shares in the Kalfr
El Dawar Mills, The agresment allows specialization between the
spinning and weaving of cosrse counts (Mehalla) that of finercounts
(Kafr El Dawar) and the faishing processes (Beidn). A novel feature
of the ageeament is the exclasive dealing clause wherehy the important
finishing conoern at Bolda will wark solely for the two Micr Mills, This
may have the effect of impeding the development of zew cuncerns,
8s they would be forced to integrate the finishing processes with mane-
facturing proper failing access to existing finishing " facilities.

Building Materials

(n) Cewetnt —In the carly twenties there was only ome impostant
firm prodecing portland coment, the Société Amonywe des ciments
d'Egypte and a small factory in Alexandria working with materinls
imparted from Esplsto on the Dalmatian comst. However, with the
certainty of an impendisg tariff revision, foreign capital, Danish, Bel-
gian antl Swisy came to be invested in ultra-modern plants in the
vicinity of Calro, The conatruction of two newlarge conceres, resulting
in a much enhanced capacity, co-dncided with the advenst of depres-
sion and the ourtailsest of the programme of poblic works in delerenco
to the tenats of sancial oethodoxy, and severe competitive bidding
by the frms depeessed prices. Workieg at below capacity the firms
resorted to wsch devices of nonsprice competition ox the gramting of
extended coredit to prospective buyers. As is well known, cement
production is & highly mechunized (1) indestry and marginal costs,

) Tn 1657 Jows than 1,000 warkees were smployed in tho comant festories of Rgypt.
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in the short run, are very much below average coats ; Benece the dangers
of intense price cutting are very real, especially that cement, 8 bomos
genoous product is manufsctured by 3 small nwmber of lorge Grius
(oligopoly). Mezcover, the difficultios of the industry were sggravated
by the fall in the O.LF. price of imported cement to approximately
balf the level of 1028 (1) owisg to “sporadic dumping ™ by the fae
Yories of the Adriatic, aided by rebates from the Lloyd Triestino steam
navigstion company.

In 1929 feclers were sent for the formstion of a cartel, and in March
10 the two Belgian Companies of Tourah sxd Mansarsh signed an
agroemant sefting up a joist sellisg aguney entitled “ Cogaptoir de
Cimeot ”. The agreemest also provided for the apportion ment of
productica quotas oo the basis of cagucity, After protracted mego-
tistions the Helwan Company sdhared to the price fixiog agrocesent
which proved to be short-dived and competition was resumed. In the
meantitme, the Tourah firm had absorbed that of Massarah, ircreasing
its capital for that purposes from LE. 400,000 to LE. 53,000, The
Iatter compapy was liquidated and its factory (losed dowe. The
pressure of rocowed competition, and the imposition of higher tarf
and extise dution hasgeo od the for mation of a new cartel (March 1501}, (3)
andl the irclordon of the Hebwan Co, in the Ccmptolr do clment. The
Iatter is & joint stock company managed by throe directors, two from
Toursh ard eme from Helwan. Sales are divided in proportion to
production capacity and The Comptoir mamtains warehouses and
salwollices s both Caho and Alexandria,

Since its inception, the cartel, in conjunction with the tanff, has
rosudied iu the completo stifling of competition. Thus, production
inoreased gradually from 228 200 tons in 1983 to 334,775 togs in 1930,
and finally reached €20,000 togs in 1940, At the sme tisne, imports
declined frops 250,924 fons e 1905 to 80000 tors in 1903, Before
the last war only high grade oczoe 2, In insegnifi-ant quantities, wias
imported. Thecontinved succws of 1 he cartel is dus, in & large meapsre,
%o the fact that there are oply two L rge coscen » () ard to tho virtual

mlx:onmpuwumu.umm. In 190% the jeko was
tos.
) The of the sovalled leealy rou s gave & Allip 06 qov ot prosoction,
nmummmwwwm-.. Loomght hage
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disappearance of foreign supplies. It resslted in the wnification of the
selliv g function in the bards of the Comptoir, and scoeeded in securing
the ascoptance of Egrptian cement in all governiment ad jedications in
the Nile Valloy. By joint advertising, it is creativg new demand for
ts products and, weder ita suspices, & factory was constrected st
Kafr Elo for the manufacture of cement bags. In conjunction with
the Bank Mesr, Misr Comcrete S.A_E. was formed to manufacture building
masterials and othor coment products, Bug 3 is certain that the man
objactives of the cartel were to influence prices and to inorease profits,
Thues prices in Cairo roso from 140 P.T. in 1950, to 250 P.T. after the,
signature of the cartel, (}) The rate of dividend distributed by the
Helwan Co. rose from 0 por cent in 1952 to over 10 per ceut in 1508~
1959 ; that of Tourah rose from 6 per cent in 1102 to 18 per cent in
1959, (%) <

(b) Oxker Building Materials, - Other iut.ueu of sales agroemants
iv this i dustey may be cited : Since 1964, the two leadin g serd-brick
eompanies of Cairo and Marz have bad a working sgreemest. In the
summaor of 1939 the Platridres do Bellsh, the Soci@é de Platres d'Ala-
batre, the Sphiax Plaster Co., and Trade md Irdestrizl Company
entored into a sales agresment, The first cotnpiany (3) holds a prominect
place i the irdustry in view of the fact that it supplies more than
90 per cont of Joral consumption of plaster. Fereign competition im
this bulky comuedity is axcleded by high tariff dutios (amounting to
25 P.T. per ton). .

Food, Dyink, Tebasco

Townrds the tum of the twee tieth coc tury, Egypt had a flosrishing
cigaretio industry hased entirely on imported tobacen. It dod s lasge
export basiness to Europe aed the Near Eat.. But the popularity of
Egyptinn bpands on the European markets declined steadily especially

Prices in Adexandria alighely hower Ireight alacrjting the Comglosr
u‘:,l&bm'ﬂli::ldmhlm@fh....dw'h

“ The rate of peafit carned maenpely is 00 foal index to whother Jriive are
hm The rate ”hﬁ:’&nummh.mmmw
values Lave boost thhﬂm‘?&-gc tecarme technioal
progress is e (aly exploited ®, W, A. Luwm, in British Indotry.

In 1907, thix company abentbed oncers satal o Calro and coareriod
lhﬁmu?ﬁQMdh:-hl:MIm:m
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after the orection of tarifl barriees in Germany and Frasee. In the
last fow decades, n gradual process of comcentration has changed the
prodomirantly cotpetitive chatacter of the mdustry. Thus, the
Salonica Co. has absorbed the firms of Simen Arzt, Pagadoponlos.
Bmalan, Pocaris, Mandjaros, Bartolo ard Livaros. In 1927, further
monopolistio sttempes weeo made to bring about the wification of
the leadieg ooncems while preseevieg their rames with the goodwill
attached to them, For that purpose, a bolding ccmpany was formed
under the amgpizas of the A~glo American Tobacco Co, Lad, avd the
Egyptian cigaretto magiste Matomian. The New Comgpary, The
Eastern Oo., acquired the intarests bn sx companies previously hald by
the votorkus Ang > American Comhine ard pavcecded to scquire
others urei. fo 1943 nvestments in sshdiary compasies amousted 10
LE, 2788357 (1), i cdading the estimared valuo of geedwill and trade
morks of the subsidicries “as valued by the din®tars . The capital
of the Company which wes raised to LE. 5 millioes in 1927 to effect
the parchase of shares, had to be reduced in 1907 to L.E. 2 aillion.

The proces of corcentration in the hoer i dustry goes back to 1909,
In that your 00k place the ansiigumation of the two large hrewerie
of Calre, Pyoumides ard Bomorti, Moro recentfy the Crown Brewe ¥ of
Alox adrin and the Seeidrd Anonyme des Bdres Bomor ti et Pyramides
bavo signed a selling ngreemert. As a result of their wo-cporation, a
factory for comverting loeal barley ito malt has beon established to
supply their needs,

In the ico industry, locsl car els in Cairo and Aloxasdria have rot
bostr very suceessful, a1d the repeated atternpes wero defeated through
the intrason of unall “interlopers™ and widesgreed evasion, In
1929 an attempt 1o imposs ressle pirice mainter ance oo the maltite-
divous steest comet veadars of Cairo (3) was doomed to frustration,
In 1960 the Alexandria producers finally succondod in stahlichizg an
officiant organimtion, with quotas varying with the rate of consumption,
and a cantral slling agenoy,  Whan in 1931 rommetative juices caused

P S——
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& new factory to be establiched and the owner proved rocoldtrant and
rofesed to adbere 1o the prices fixed by the wive, the latter procoeded
to cut prices wrd evectually secoeseded in ealisting tho newcomnesr,

The extraction of it remamed for lgng & governimeot monoply.
Towands the erd of the last century the moyoply was faemed out 10
two concoionaire companios and whee the agitation for the repeal
of tho malt mocoply achieved its object, n price war devedoped. The
instability asexiated with duopoly ked, in 1907, to the establishmest
of a joint selling organization beweor the Egvptian Sslt anid Seda Co,
~and the Port Said Salt Asnocistion, The sell'r g sne ey, Us ited Egvg-
tian Ralt, is a joint stock compery with 300,000 shares of 1/« ench
of which the Egyptisn Salt asd Seda Co. v Ids approxi ately 70 per
Gt The latter is ar smportart doldug company ar d ow. » 16,600
whares out of & total of 45,000 LE. 2 sharee in tho Sociéé Pir arclize
ot Industriello de U'Egypte. Tt is alto the loading producer of edibile
(sead) ou mrd, in 1902, was at the bead of a cartel regulating prices
and fixirg quotas for the production of that commodity,

The process of comcestration in the sugar industry started in the
cighties amd nineties of the nimetoe th contury and was complete by
1906, In 1870, the Dairah Sariah owred snd opesated 17 factories
scattored all over Upper Egypt and the refi g waxdo: o in Marceilles
until 1881 whee a group of local capitalists fouc'ed u rofirery noar
Cairo. In 1897 the two large concen s in existe (o, { he Suororie Géné
Talo de I Hante Egypte and the Sacistd des Sorrerion  — Raffi: eries

e I'"Egypte wero smalgameted, and her compe ition enusd the
Chappearareo of amaller carcerns owred by rioh Ind 0w, ers and
small companica, To complete its stra glehold on the mdustry the
now combine procesdud to noquire the fastorie of the Dairah Sanink
with finascial assstarco from the Dairak Suger Corpomtion, By
the beginwing of the certery the compary was the sole produces af
sugar in the country,

I the first fow years of its ecatesce, the row ocgnbme e com tared
grave difficnlties resulting in & gradual deteriorstion in its Gnnmcial
stro- gth, iesolvesey and reorgarization, The inflatod capital strecture,
axcassive charges for dead plants purchasad 1o bo dismactlod, lavish
eomsdruction costa, the ceeeous ohligation to pay & large arzuay to
the Dyirah Sagar Corporntion, lax sdesivistret ior | graft and spocolation
and, firally, the chargirg relationship betwee: sugar ard cotton prices
which i=dueed ladowners, with n grodgeagiir st the outnpar ¥'s pries

o~
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policy, to ahify to cottoa, all thee factors conspired to prodece an
sarly re-organization of the combine and a drastic scaling down of its
capital structure. The comspary has always ecjoyed o monopolistio
position In Egypt, s positica which has been materially strer gthened
snco the imposition of the now tanff snd the entry into effect of the
suger .comvestion. The company resorts to all the devices known

o monopolists for the maximization of pcoﬁu Its bargaining power

enabled it to socurs large doductions in railway mtes varying from
26 to e, from the Egyptian State Railways, With the fail in werld
Peices aftar the inflaticeary rise of the first workd war, it threatened
1o close down some of its factories weless the tariff on imported sugald
a3 raised ; sooonded by an important pressure group, the Usdon d'Agrie
culteurs, intarasted in higher prices for sugar cane, it scured the desired
tanifl revision. Pinally i 1900 and after, came what a party publica-
tion called & * Barrage Formidable de tariffs douaniers ™ whoch insulated
the loca! market from the © pervicious avalazche  of foreign imports,
The company o gages in price diserimi atiom on & large soale. In
the first place, the price lists ssom to seggest a degree of discrimination
scoording to the trade status of the buyer, e.g, distributor, wholealer,
eotailer, consumer (*) which is pot warrarted by differer cex in deabng
with each catagory, [n 4 evoropolized trade the basiness of distribution
doos ot irvolve a large degres of urcertainty st d the risk of detetiora-
tion, physeal or scoromic, in the stock is x egligible. The terms of
salo regulate margi s ard mark-ups, ard resalo price maietecoreo is
ngoroudy e-forced weder peeality of “black listicg ™ by both the
company ard the local suthorities. Secondly, there is semo discrimi-
nation asconling to the wse to which sugar is applied ; thus manufac-
turers of awosts and edooolates, especially those doing an impottant
expoet husiness, are charged loss than the internal price of sugar, ()
In the thind place, there is geographical disczimivatior, because
the company quotes delivered prices ax-warohouses in Cairo axd Alo-
xandria, the two basing poirts, Cossequently, i the ense of Alexandria

thero is freight absorption and tho millwet prices are lower owing to.

the fact that the refirery is situated near Cairo.  The price difforential

) tn 2502 er cantar, for gramslated sugar ware T, (24, 939, 955, 965 for
. tetailer atd coomummer respoctively. Is this case, mwrcuver,
Mdohﬂ%d.ﬂﬁ.ﬂ.nﬂm w large disenidetion billl

anply jostified
the Milk Marketing Xogland, the
‘Lu-ﬂthlw izolﬂmqﬂhllo:r:m o
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in favour of Alexandria is apparently a kegacy from the precoavention
period when, owirg to foreign coanpetition and the resulting higher
olasticity of domand, tho price of sugar in Alexandria was Jower than
in Cairo, Ta the samo way, aftor the lmposition of grohibitive duties
on imports, the company embarked o a policy of sporadie dumpiog
to get rid of its large stocks, which wero allownd to acoumnlate [est an
increass in smpply might have foroed dowa prices in a poriod of depeos,
sion, Dt sinco the liquilation of stocks, Jumpirg has become a
rogular featare and is hasd on large imports of mw ssgar to evable
the rofinery to wtilise its exoom capucity, (*) Tho course of exports
may be seens from the following table.

Your Exporis (Toan)
L R e 44,008
PP T a wre Chave 73,990
o R e b6, 165
- R R A AP 0N 63 '
SO e 108,340

As the oomvention has resulted in sable mtercal prices during the
thirties, (*) the company was able to il abeoad at the roling low
world peices. Thus, whilo the prices in the interral markot varied
betwien LE, 2122 por ton (of which excise duty amousted to LE. 5)
the company was selling the best quality sugar at LLE, 2 in the foreign
markots,

Finally, owiog to #a monopolistic powers the Company’s buying
policy elicited complaints from cultivaters. Even with undiputed
oomm i over internal prices it succeoded in Jowering the purchasing
price of sugar by 10 to 12 94 per cent. Moreover, owing to Jiff-
ences is the olasticities of supply of sugar cane in different districts,
resulting from varying degrees of specificity i lard, the company

nmwruq' Mw reducing the manginel coets, may
n-‘:uhhm’mn ko internal markes ZMI::hnudu;?

1) Tha price par santar of amp sugse which was T4 P.T. in 1920 was raisel to 110
lu‘lnl. g.r':thom:’dlhnd mm:ﬁhm
1o Wb appaliing Iallin the price of eatton, Kgypt's canh coop, It in oo esasalstion
hunuuhm W Egrpt wees Jowee than those obtafaing in Great

.
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PAYS varyiig prices for osne, raag ag from 36 M per cantar i Armunt
t0 40 2 [heabimich, lond in the lattor distr et beirg suitable for alter-
ative crope. It fs worth roting here that the Sccifté Aronyme
de Wadi Koes Ombo, & powerfe] segar esne producing company is
able 1o procare a conteast based an a basic price and profit sharisg.
Asthe company is, in places, the solo large scalo buyvr of labost power,
it kasopportunities (or exvecising movepolistic axploation of labour(?),

Monspoly in Transport and nswrance

Is Cairo and Alexandria passenger tramsport services are Mghly
mnopolized, Tn the formes the Tramways du Caire operates all
town lines and bas an important ictersst in & suburhan transjost
company and in the Genoral Omanibes Compary, which opeistes the
bus servieas of tho capitsl. The two Tramway Companies of Alex-
andria are bound by an agreement for joint exploitation and by an
exchange of -lunlnldinp-. They have succeede] @ controling the
competicg by sorvices, The rosd traasport urdertakivgs of Lower
Egypt have been bargely broeght urder the control of the two cor coma,
tho Charkich ard Dakabfiel Co, and the Crited Bus Co,, whore savices
Are TN m cooperstion with the two light railway o mgunies. In
Upper Egype, conceitration in passe: gee transport also has proceated
Apace. As intaresting feature thare s the acquisitsoe, in 19534, by
o bos migiate of 0 costrollieg interest in Fayoum Eight Rilways,
which i now being run in conjusetion with hix bux sorvices,

As early as 1023, four competing concerrs i mlard ravigation
combined 1o form the United Egyptian Nile Trazaport Co., thas sup-
Presung competition in passeager trarsport oo the Nide.  Purtho: more,
the five leading goods trarsgoet ccmpanbes oes the Nide had a workrg
ageooment with Egyptian State Railways, with the objeat ofssp-
prossicg competition whick bad beoosse acute owing to (he Emitatioss
on ootton servage and the diminuthon of importa of chesp goods after
the steaduction of the vew farif i 1030, However, difficaltios of
interpretation arose and the sgrecment was 1ot recewed.  After
a perot of prcecutting, whes rates were more thar, halved, the two

!

(9 A My prodect of mgr, alokal b aleo In ihe hn-hd .r
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leadir g comparies, La Fluvialo axd the Sociieé Masr wwroamalgimatod
o (o a pew company Miss-Fluvialo for the purpos of commson
exploitatior ; both coespapies remain as pure Boldirg compasies.

Nor is monopoly abseot from the fleld of maritinse travsport. For
a long time before 1920, the so-called Liverpeol Copferm ce domi-
nated the important busicess of carryieg Egyptian cottop; aed,
with tho formatiog of Egvptiss ravigation compiinies, they teo joined
the Conference, The regorts of the Seeiétd Misr de Navigation Mari-
time refes to its mombenship in two confereeccs of shigph g ecmpanies,
one operativg in the Red Sea, its quota in it amous ting in 1957 to
37§ ¢l of tofal tors age carried, ard the other plying the Mediterra-
poan. The mime company kad a pooling armangemes t with Alexsn-
dria Navigation SAE,

Finally, there aro agrecanerts regulatug merice ipsursrce rates
and those for indand ravigation, These agrecmerts are admimis-
tered by the Alexandria Underwritets’ Aswciation acting as the loca]
executive of the London Underwriters Asseciation (*) In the same
way the leading “rondife™ inssrarce concerrs are affifated to a
synidicate “with the avowed objest of applyig wiforos rutes for
the same ruk(®)”.

Raoforcoce has already beer made to the fact that strorg foreign
combines operste im Egapt either directly or in assomation with
Egyptian ~ finanoe capital =, Thus, the Asglo American Tobacco Co,
Bas an importast interest in the cigarette combine, Easters: Co.,
British combéses in the textide flusshirg tredes, such as Calico
Printers, Calico Bleachers and the Bendfurd Dyers Associstion, are
beavily ibteonsted @ the Snihing section of the Egyptian Cotton
Todustey, The Tmperinl Chamical Irdustries has Importast  ditect
investoonts and is a sharoholder iz Egyptian Copper Works S AE,
1t has selling agreessents with Egyptian Salt acd Scde 12d., aed
it subgidiary, the Soclité Financiee ot [rdustrialle, for the sale of
noids svd other chomical pocdects,

.

"'pWOCOMMM Conctiticns = Egype, 1922, p2l.

('IMMMMMMI-WM
Y:xm&&mmm;‘hm-a.ﬁmu
ar adlitionsl =3 M“&Mhmn‘“
& Asuranen, Ygypte _ -ofxx. '
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But i5 i in the oil indestry that the ranufications of international
wooopoly are more marked. Many of the well-keows intersational
ol trusts have boess granted mining licercesin the new "oil rush ™ for
Middle-Bastern resources. Theso exclusive corcessions grast the
night to produce petroleum and 1o coestroct papo lines, The leading
company in the fleld, the Arglo Egyptian Oil Fields, itself a merges
of Egyptian Oil Trugt Ld., the Red-Ben Oilfiedds Ltd., ard Africa
Prospecting Syadicate Lad., is managed by the Royal Dutch Shell
through the Anglo Suxon Petrolewe Co, Tad, The Société Califorr i
Egypeo dox Pérroles is controlled by the rotorious Standand Oil Co,
Fizally, the Sociéeé Egyptionue des Pétroles has & working sgreomest
with the Seteirn, a Freoch combine operating in Rumania and with
the California Texas Ol Co, Lid, (Orerseas). !
There aro ssany instances of powerful monopoly interests abroad
usirg their francisl strer gth to stifle nascent local competition by
“sporadic dempieg ¥, tying olsuss ard through denyirg loeal entre-
precettzs the privilege of purchaseg their machinery. Thus carly
in the emtury, an eaterprisirg Egvptian introdweed the fex industry,
but hix attenapt was frastrated by a violeat campaign of prico<utting
by Ausirisn interosts which fically bought up ard dgnastled ki
factory, In hix evidence to anm Egyptisn publicit, Mr, Elbauna,
the pioneer of the mateh industry, rocounted his fights with the
Swedish Match Trest, controlled by the illfamed Krenger, and his
inabildy to secure the nocessary machinery for his factory. When
the Governmsent raisod the tasiff on imports of foregn matohes the
Trust opecod & braseh factory i Egypt to parsuo the fight. Fially,
the Sidky Committes on Industry ard Trade regoited tho case of
a goup of Germar comparies, mssquaradirg ucder the vame of a
Groek comrern, & bogus independent, which entered into tyiog agree-
meots with the Jeadirg gas wocorns for the supply of malpharic acid
at very low prrice.  The object of their scheming was to “liquidate ”
& new wsdetaking in the ebemical industey which had obvious nataral
advantages dus to the high cost of transportisg tho ncid in glass
O the other hand, some local mesgpolies bave established
foreign afiations. Thus the important coment company of Tourah
Bas acquirsd  conteollicg intersst in the Lebanon Camect Co., in
1983, thip Port Said Salt Aswcintion entersd into an agreement with
A einoern operating in Bast Africa. The agreement provided for the

e -
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formation of a company, fo which the Egyptias concers owas 22,5 ¢4
to arrange the "orderly markoting " of salt in the Easters African
territories. It may be added, in passing, that the Port Said Salt
Association is able to compete in this market in view of the facs that
it pays very low dwes on the Sucz Canal as salt is used as hallas,

Boforo winding up this section reforenco muest be madoto the
Fedoration of Egyptisn Indesries, an important bastion. of mono-
poly in Egypt. 1t waa started s 1922, with 24 members ; its strength
grew rapidly ustil, in 1907, it had 430 members with capital exceeding
L.E, 120 million; the total number of workers in the member Grina
exconded 250,000 and their wage bills amounted to L.E, 6 milbon,
The fedecation has been in the forefront of the agitatios for tariff
reform, and for seouring concessioms and prefervutiol treatmont for
Egyptias mapufectures.” Ita spokemen have been active in combat-
ting progressive legislation and in counselling medoration in meoting
the legitimato demards of the woekirg class. Through the organi-
wtson of ckambers in the various brasches, it facilitated the tark of
negotiation between producers for the parpose of forming cartols, ()
Tho Fedaration has been welcomed by the Govers ment as ™ an examplo
of unity, harmonvy, tolerance and peacefii] progress acd as an inter
national body in which Egyptions amd Eeropears co-operated ™.
Tt may bo added that whilo sanctioning the formation of employers'
ansocistions the law does not poroit the formation of a federation
of trades umions. S

-

(2) Government osd Monopaly

We now pass on to an examination of the policy of successive
governments towanls monopoly in Egyptian industry.

(a) The Govermment ex o monopolist, ~The Gover: nfmt has,
sinen tho early years of the 1%b century, played an important role
in oreating acd in fostering mowopoly. Daring the reign of Mohamed
Aly most factoties were state-oynsd moropohes, Later an, Tamsal)
Paska sucoosded in imeroaseg the ars under sugar cane and bailt
the mugar industey fa a5 attempt to diversify the economy and to

of
Costem
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mitigato the effects of the ostastrophie fall ir. the price of cotton whick
Pllowed the end of the Amencan Civil War. The property of the
Khodive, (the Dairak Saxish), was mortgaged to securn foreign loans,
The heavy debt changes coupled with the desire of the government
to sooure credits to finsee the reconquest of the Sudan, foreed the tile
Goversnest to tinsfer the Dairak's assots, includisg the sugar fao-
tories, to u cousortium of foreign and local capéitalists headed by Messrs,

Cassel and Saures, g
The poliey of trassforring statoowred dhterprive to private
emopoly companies was, with ome potable exception, persistently ‘

fllowed. ,The Wateeworly of Aloxsrdeia were coded (o n company
in 1879, togotker witk a concession, for the sum of L.B. 300,000 at &
tizse of dire fihascial difficultios. Later on the Gover nfont momos
poly & natrom deposits and slt went to the Egvptian Salt and Soda
> Co. and the burdensomn excise an salt (7), amountic g to over 2/3rds
of the selliug price, was redoced. The exception is that of the maim
Ime milwayw, which Bave always boen stateowred ; and the govem-
meot was anxoes to satiosalize the few lines operated hv private

enterpesse,  Thus, in 1900 the 8.A. des Chemins de Fee Koo ohi-Assousn 2
s taken over for & fived Asnuity oomtinming until 1978 sud in view

OF recent transgort bistory, the deal was favaurable to the comgany., 7 B
In 1904, the Cairo-Fidowan line wos alwo naticealized.: The polioy )

- of mailway nationalization was praised by the Committes on I dusiry
and Trade (1917) which was of opinion that the conditioos of rolling
P stk on the linm operated by the companies had beoo far from xtis.
factory. (). 4 o
A recent case illustenton some of the Jifcultdes asscciutod with
the perchase of pablie utilyy u dertakings from conoewion companies
aed the divorgoaes of axport oplies asto theirvalme as goicg coneer:s,
When, in 1920, it was decided to take over the railway sy temn of
Ramleh, n suburh of Aloxasalria, the company dained LI.1,200,000
in compes sathe,  The Cosmmittee of expect. valuers urd sccourtanty 4
appointed by the Mixed Courts fixed the purchaso price at LE S5 %G,

(') Corrrs, A wp. af, p. 357, The nalscs depeaits wors & bandin 1o the

and their Lraneferere sy have been bn sotnenancn wilh the avesed jodioy of fmas- \ .
il refarm A outrames :
o G&:mﬂwrml‘:‘h‘:n ol :ﬂlﬂn:alknd the -
4 wadertadivg by 1he Maniipality ot the ond of the comcouion, ™
- :
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plus intorest at BoL from the date of soquikition. Presumably, the
company Basel its valuation on.replavesaent cost, taking inte cons-
deratwm the devalustion of the pound, while the exports based theirs
on original cost, Fisally, the Conrt fixed the prico at LE, 318 005
amid declared sl eompetast to deal wizh the poeblems arising
out of the dovaluntion of the LE. (1),

With the completo mnification of the railuny ayssem, the Govern-
teent regarded i as o source of revense at a titne when its taxing
powors wure etrcumsctibod by the capitulations. Freight charges
wern: kopt at high lovels despite Jow conatruction costs ; roads wore
poglectod and the canals, revor ntendal for navigation, wore defi-
cient as an averue of transpoet of cheap and bulkv goods especially
in pecinds of low water. With the advent of tevhnological chatges
joopanlizing 44 mooopolistic position, the state did rot hesitate to
wdopt the womsd restriotive peactioes kzown te moropelists to
Bolster up the milways as & soures of revenme. Thees, the tutention
of the war-time majerations in rates after 1918 induced cotnpetition
feom wad hanliers and inlsud navigation companios saxd. moro trade
was divorted to thom,  The deflation of world prices, with conme
qwentianl roductionsin railway roveawes horlded st om of competition
in traosport, and the E.SR, augursted mavy schemes for ita
AP pression,

T 1953, aw n rosalt of joist actsen by the Chambher of Tnlaml
Navigation of the Fedemtion of Egyptiay Irdustriesan agreoment:
was reached mising water trausport rates to " reasotable levels .
Provision was made for the appestionmme of trafe, with cotton and
grain from Uppee Egype resrverd for tho companies.  Later on, the
share of the Government in the transport of Upper Egypt «Otton was.
fiund at 3004, azd a peovison was made for & system of firds ard
grants which enme in operation whenever getual remlts diffored from
the agreed quotas. [n enber to hinder the developments of posd
transport, the Goveer mert embariond, sarly i the thivtie, on .pi.y-
of local, prioe custisgs; the lienssic g system. waa mado maro rigareus
the number of loerios & buses beseg fised with due rogard ol

thumtl"d'qch nrea.  The stule pow lmwu " uqm’tv

“oxm mumu&,wmmmuﬂ-u staceat
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interest in a number of bus compavies. These hindrances to the
growth of read transport brought losses and wsemployment to the
industry and bhave had the efect of reducing the number of
connercinl borries and Beses from 5,323 s 1902 10 4,074 in 1908,

(b) Government aid to Monopoly.—The poliey of meccessive govesn-
mettls, has, sometiees doliberately and sometimes inadvortestly,
belpad to create or to foster wonopoly, This is cloraly soen frow the
copsidenable rebates grastad by EBR. to huge combines in the segar
and textile industries, the granting and renewal of long-term conces
sions, the encowragement of cartel agreements in transport ard cottom
processr g avd the oreation, in 1981, of the sugar regio which grants
the sugar combine the exclusive right of peoducing and tradicg in
sugar and imposes prohibitive duties om imports. In a recent intorview
with an Egyptian nowspapaer, the Minister of Commarce and Industry
wrged farther amalgamation in the expanding textile industry and
the absorption of smaller mills by larger concerns. Thie, in kis view,
woubld lead to reduction in production costs and prices there by enhan-
cing the powerof the industry to withstand the onslaught of foreign
competition. (}) :

Bt the most smportant asd 1o monopoly (*) is the Kigh tan(T barviers
belind which mosopolies thrive. The most conspicuous case in poing
is that of sspar. Sinco 1929 the tarif, which is on » dxlirg scale
hasis ciwing with the fall i world prices, hax been quadruphbd(®) axd
is for all intents and parposes prokbitive, () An obvious exollary
was a rise i the price of sugar io the home markets relatively to 1929
and to the world price of sugar in the over-scas producing countries.
The pernicious effects of monopoly are hero aggeavated by the extre.
maely low purchasing power of the popalation and its relatively inolastic

mmmmm&m& In the sxme apoech, the Minister
aoaoaned bs inteation of farmisg & committes camponsd of teshaleians and bealnee
maen 0 discum e asans of raliing the Prossssalidy the
Mkhﬁltmuxﬂ.\hnmmmw-ﬂumm
focesd War,

() A= oarler instaace ol sach halp serurred whea the came 10 the
toscas of the aagar combine In 1905 uapuu. s of LE 400,000 far the pae.
shasy of its nacrow gauge rallways,

(") From lees than LE. & per toa of Braliaad wagar, «»wu-nuz.m- a2

{9 Imports in F90- 1931 were lees thaa 5,000 tons ard In 1004 dons than & thossand
touw. ~

»
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demsnd for sugar, ax black tea is the caly luxury in their dreary exis-
tence. In thisinstance theinterests of investors and big land owners
wore sorved at the expense of the public.

It has boens ccotendod that the sugar convention was nocossary in the
public interest because the industry was threatoned with cowplete
extinotion{f) This, it was argued, would have brought hsvoo to
sugar~cane peoducers is Upper Egypt where over €0,000 foddans
and a quarter of a milliom people were devoted to that culture.(®) It
was further conteoded that “the result of this agreement was that
20,000 isdustrinl workers isstead of becoming wnemployed, secured
a rather permanent job. " {*) Now, these arguments rest on complete
misapprebatision and are actuated by solicitude for the intorests of
the combine, as if Ha eXistonce wore sacrosacet. The fall is sugar
prices would bave certainly bensfited the covsumers. Ita initial
effct on the combine would have bees to reduce its profita which
had beem coosiderable sirce the 1914 war, and which were turned
into losses only in 1928 and 1920, But, as lovg as recoipts excoadod
short-term margmal costs, the company would have costineed in
operativn with part of the loses falling on sugar-cace producers and
workers. Some factors of production would bave been diverted to

othor crops sock s cotten and grair, with ro effect on their prices xs.

Egypt's share in world prodection is very small indeed | morcover
the large Inbour force, exceps in the refmery, is engaged only in the
crashieg season which lasts just over threo months. .

In the same way the tanfl was “the mother of trusts ™ W the
case of cpment. This commodisy was subjected to high dutses and
foreign supplies wero excloded from the majority of Egyptian Govern-
et adjudications. Prior to the heavy increases in the tarilf, the
Egyptias Cotton indoastry was in & precarious position and price-leader-
ship emsusted from abroad. Then came tho new tariff, with subso-
quont rises, in 1903 and’ 1005, the 1000), surtax on articlesof Ruassian
origin and the AP, depreciated ourrency surtax on Japareso goods,

A Axprr Wanan, in & letiow, Seliveesd bn Augpst 1 udpuhuﬂnb
bm-ul ' a..:-um Ih-,:.r‘h . Magowi,

Mnm'.m

A, Awoas Wasan, Aspects de I'Bcosceie Dirigle vn Xgypte, Egypte Coatem.
nt:h-M’.m._ =

Dr. A Kagmorys, in Raw Material Froduciag
™ Mosetazy Pulley in Agricsitaral '.
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culminatisg in the further eroases of LGS It behied this wall
that local msemapolies are able to wield their substastial power ovor
prices and production. .

The Goversment attitude towards mocogoly has, at times, been
ot varinoce with its policy in other directions, and s a further proof
of the wonsistency of policy i economio matters. For irstance,
tho woral support given to the giesing cartel runs counter to the pobey
adopie? oathier in the thirties, of alleviativg the plight of agriculture
by ddfiating procesing and ofder costs. At the time, marketirg
et e, midd e o' commissiog &, oost of tewnsport, gy ing, pressing
and wirehowsing dharges, came 10 somethic g ke 50 o of rulirg
prives, and their high level was o legacy of carlior boom peciods.  The
attemp. to sproad the inoideren of loss cansed by the fall in cotton
prives baoomes inficltely more difficult if (he processicg irdostries
are ejcoursged to adopt mocogoly pesction.

ﬁi'mil-rl_y. government i tervestion s agrculture with a view 1o
raising prices, i viewed wigh disfavonr by the irdustrialists. Apy
stiempl to mise the price of cotton would stresgthes the hard of

the ‘toxtile industry in its demards for peemision to import T dian

cotton. “Tha regalation of whest prices has been held by ocestain
industridlists a8 tho major cause of depresicn in the milling i dustry

bofore the recent war. The sugar momopoly is equally Dold respon.

Aibie Yor the sowdevelopmert of the sf drirk, cardies ard frait
processog industries.

0} Saﬂ,unb aguinet  mwsopolintic explostation.— However, i
_fum'ng tho desls of ooncosicns, oertain safeguanding clanses were
l.l:;«;. Thiss, assts became sate property after » term of years
s ARy etmoessions the Government has the right to parchase
i Mr?puty After ar initial peried, st coet less depreciation, or at a
valuation dased on not vevemun discounted at a stipulated rate of
:b sterest, Excapt in the field of tranport, such privileges have raroly
.:;;:';hm the cantrary mary coresinns wen renowed on the
b origical period. The smgar convention provides for the

mbimes £ of w sugar esemeil represe tamg the groducers of mgar.
;;:mm“o Frommry ‘to preside ower'fhe Tate of the
 Mareaver, the Government dus scmw yowens over the determim -
thn of prices and production in the Sald of publio wtilities, axd in
conam n.op‘lbd irdustrion wock we wilt ardl angar. Thes, tram
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and bus fares are fixed in consultation with the Goverramert(?) and

any increase must be sanctioned hy the Minisary of Public Works,
Tn 1894, the Alexandria Musicipality intervered to securen rednotion
in water rates in the poor distrists. In ar attemptto reduee the cost
of livicg during the depression of the enrly thirtses, the Guven ment
foread the two clectricity undettakinge of Caito to reduce the kilowst
mato from 25 to 234 milliseses, The rates charged hy the Cairo Water
Co. weeo reduced froms 27 . per osbiossetor 1004 m, , after av itter-
natior al expart reported that ratus were o high e J recommme: el
?) Furthorssore, the Goverrment
interver o e 1912 to £x the price of st As-carly as 1500 thete
were complaicts of the high prives charged by the selt movoyoly and
of the tying clauses imposnd on retailers who were allowsd to hay
salt only if they bought ol and soda preduced by the compar y{3).
Goversment intervertie camsed the company to cense ard dosist
“ from this gractics”, However, it 1917 tho Committew on Iudustry
and Trade reiterated the compluists of small soattered sonp murufec
taves about exploieation by the Egyptiar Salt and Soda Co. The
smpar convestion gives the Goverranent extensive pomo\erpnzc
and production; of both sugar care ard refired sugnr ; exports aml
Tmports require its prior anthorization and it is mlpo\n'mi to reduce
tho Aliding scale import deties whes ever loeal production is deficivat,
The stubilizaties of the price of segar cane entailed the lmitation
of aereago ard the refusal to purchase from pew producers,
Finally, the Gover: me:t exscts from concession confpanios part
of their mongpoly gaius, and this was a standings policy as long aa
capltulatiors wers prevesting it from imgpeaing " direot ™ taxation.
The share allotted to the Govers ment is variously determined, In
the case of o pamber of trunsport undestukings, it takes the formof
an asnwal lavy on gross meonmes, ) Tn other cnses, u fixed) o & sl g

N‘lmmwﬁqmu M'n oveet the inlatic nary time

tn prices and to mest Lhe dovancals of workess. ook place dering e
Pecent war.
(M) Bewe of Ragemesiatives debate, Whlhnn-d 3, NS,

q&;.ﬂ. wmmumw

M m ”’bﬁmuu-_ﬁu
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scale bovy i flxed oo net rovenws determined accordingto an agreed
formula. (!) The leading example is that of sugar. Out of total
receipts deduction is made for production and selling costs, short
term interest, sllocations to debenture tedemption ard recews| fusds,
An initial dividend, varying from 8 to ¥ 9f, sccording to the prices of
grasulated sugar oo the Ioadon Market, is then paid to sharcholders,
after which the Government participates on a sliding seale varying
from 70 %), on the firt L.E. 45,000 to 85 ¢f, on all profits exceeding
LE. 160,000. In sddition, there is a lange excise duty (LE. 7.500
per ton in 1966) on sugar and aloobel, the collection of which is, in<i-
desstally, mado easior by the fact of centralized production. The
Govern it revenie frots sugar, axclsn and share in profir, rose from
LE. 987 43% in 1900-1146 to LE. 2,196435 in 1109-1M0. From
mining companics the Goverament receives a yearly rectal, together
with & royalty bared on assusl production, In the caso of slt, soda
and natron extraction an anrusl levy, based an the volume of pro-
duction, is pasd to the Governnsent, 2) Firally, the Government has
at times exchanged its annual royalty for a share In eapital. ()

Some of the sbove-mestiomed arrangements are objectionable.
The companies s1e allowed o compute their tods] costs of production
and to ary a fixed incosse based cn capital before the Goversment is
entitled to participate. This is rot condective to efficieney i operas
tion. Besides, there is reason to suppose that the capital of some
companies is maintaiced at as inflated lovel and the armangesonts
eoablo thes th earn intarest o o top heavy capital structure, Govern-
ment supervision (%) of secounts and costs is deficiect and the financial

(%) In the case of ihe Delta Light the Gavernmmert takea 308, of net revecran,
which is Sefinad an grous ineoans Jess (1) 70 45 dor operating ivpenses, dedestare in.
torest anl doboature relemption aliccatbins and () 5 %, on sharebolders capital

seek sharo in 1082 LK. 24,159), i e cose of the Alexnndria

Co., the t 8 *5, of pet profity afiee paying 10 %, to shareboldars,
A sliding sende .mmu-:.ammzz.maulmnn-r.
o= tho remainder, ls mposnd on the Elctricily ead lce Sopply Company.
m:--:-mmﬂmqmndmwu

1899, the Governmaot was allotted L) y
gh i . ,“Q&MI-nowm&ua-
nmmmwmmmm»mﬁm.euuum
part of cont “othes than the Price of and geoceal a lml istrative
r’nm-w Mcnnx;um.lml. However,

b“m“ thinkirg. mmmvnh‘. (e

'
:ﬂ-’-nh.' : medern aecnimic Misary, doss Dot provide an liecolive
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resvurces of the big comshine emable them to knstitste legal proceed-
ings whanever their intorests are joopardised. Tho conversion of royal-
ties into a participstios, i capital limits the sdare dee to the state in
the event of expassioe. Some of the royalties are a direct charge
on marginal costs of peoduction and, thus, may couse a reduction in
output, the mooopolist’s equilibrium output being that which equates
marginal cost and margial reveous. But the most sarious objection
to the policy of maintaining movopolies whilo sharing in their profits
is the fact that it is Righly regrossive in its offoct on the already appal-
ling izoquality of woalth, the mere so in view of the fact that, until
very recestly, castoms revesus has been the main source of Govern-
Wont Tevense. :

It will be seen that the policy of seceemive governments bas been,
to streogthen the bold of state wonogolies and, while tolerating private
monopolies, 1 curb some of their fagrant abuses of power ard to socure
a share in their profits. Such a policy, it is submitted. & inimical to
furthor industeinlization and to the interests of the people. It may
be coscaded that the existence of mopopoly was fecessary 1o enaure
that & vestaneet in isdustry was forthcomieg in & backward country
and that some monopolies Bave beeo resporsble for modonzation and
improvaments in teohnigue especially whese large capital izvestinoent
was required.  Moreover, it yaay be that cortain combines ard holding
comparies aro able to realizn scaromies of scale, standardization,
specialization in plant{?), centealization of sdling®) and buyir g) sl
in the mising of capital ot sdvantageoss terms. Yot it i abundastly
clear that it was the Sewire to 1o fluer co pices in tholnterest of high-cost
producens rather than to reduce costs which gave tiw to moropoly
in Egyptian industry. Our survey shows that the typical monopoly
form is the cartel, & form which dows rot offer many opportunities foe
cost-reductivns,  Moreover, some mergers have paid high prices foe
the scquintion of the eonstituent firmns, some of which had to be ssbe
seqoeotly closed down, srd the realting capital-watering depeived
thom of sorely vesdod funds axd weigho! beavily on their fir arcial strme-
turp, sometiznes nocessitating draltse scaling down.

(') 4.9, the eotson inluiry.
" eg. cumuh-uhhud-.
(') &g the clgarctie Indsstry.

p—
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In the special cirewmetances of Egypt the case sgainst monopoly
is pariicalarly strong anil the ovils af explolnation are espoctally glaring
owiag to the provalew poverty and appulliog inequality of wealth,
The growth of monopoly increases the share of profite, interest and
ront tn the saticoml inensne,  The presce sigiditios associated with mono-
poly are harmfiel to a conotry, the prieo of whoso main ensherop is
determined 1 & world market and is subject to wiile prive fluctuntiona,
The ossification of the industrial struetare in as indostrislizic g coartry
delays the adoption of pew teohniques bt they advorsely wffect the
valoe of existing fized tuvestments. Moreover, the spestre of lorge
wxd powasful onopolies eommanding maner se yecoares hodds down
axpansion esnec ally where revteiction of eetry s condoned by the
state. Fi al'y, oo tal and oo treprenesrial ability aro searve in Egvpt
and the fear of the omeegence of now competition, which & & more
advanced country may counsel woderation in exploitig meeopoly
power, is abwent ard the effects of mor opoly ee distribution sl oo the
utilization of resources is therefore more prorowncod. The firavcial
power of mopopolists, untempered by responssbility, coustitutes &
thrvat to new anterprioes,

Ini the pust, thern have beeo sporadic rovolts af the imme: se powers
wieMud by monopolies, especially thows costroflad by forciguars. The
agitation kas fosnd its ocho in Parliamer t ard in the gress, and it
prodeced govemme tal promises o ourb these powerss Tho first
eonstitutional Goversmet of 1924 declared that its policy ir ailing
mdwstry was “subject to the contrél ard modification so far as possiblo
of existing foreign monopolies ard concussions that ssvour of mono-
polics andl the discouragement of futurn attempts in this direction ”, (*)
O my iy occasions Parliamn t formel Committon to axamine existing
‘eoneessons with a view to their alteration. #) Prior to itsaccession
4o Power, the Ssadist League publmded 3 pamphilet usgivg the i ves-
tigation mhnwp;mm by & commiftos of coocomists and busi-
mees e with & view to parting it on a more sound basis viz a viz
foreign competition. () Fually, in July, 196, o report appeared in
the papers to the affect that the logal dopartment was actively aogaged
in prepatir g o Taw for the costrg] of monopoly ()

(’) WdMoMMnmmu Yeyph, 1934,
m l-"aw Indigesdaste, p. 330,

(%) Liges Saadiste maum—mu%m.—
(% Akbbar EI Yom, July 1964 .
g PR pa 7 =" A2 SN T
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Now, the proposed law should reverse the policy kitharte adogited
by Governmeot in bobderir g up movopolies, But its feamsers should
avokl the diffimlties and pitfalls exporesced by othor countries

. wotably the USA., where for scne time, trust bustieg legialation

‘was in foroe, ard the legisdature has grapeded for years with thedafinition
of suoh vagoo tecns as meeopoly, discximiation and swtrakst of trade
without eonspicunts suocoss, An unsyespathetic judiciary whistled

« down the providess of the Avte-trast laws by Limiting thoir application
to = u-reamtable restoies of trade " while the axecutive excloded one
fiedd of o torprise after svother from the seope of the law. Tho hegh
oowt of 1nigation, judicls] proerasti ation 4= d irability to ecmpreecd
the changes it sconomic soviety, the astute’ es of corporation lawyers
in devienug logal formulan 10 replaco old ovem s tdat thabrak upof
moropoly i= one form merely bed 20 it rocurrection in as vther ard the
fact that the broak wp of trusta resulted i the prevalurce of sordithe s
of quasismovopoly, whore the recapeitioc of “ mutual depe deren ™
lesds to the emesgorce of monapaly priee ard outpet, all theso factars
militatad against the ssocossof st parts of the Amercan hegiskatoon,
Fieally, the New Doal leghdaticn for outyut ard price cor trol ard for
regulating the plane of competition smade substantial coroesions to
monopolics as 3 qusd pro quo for wage i cresses, ro-otaploymest and
o horasti-dofl tiesary measures. () Tho real ackievemeo -tsof American
Anti-Trust netion wero the publicity giver to “ho Ceedn, or fact it dimg
commissions nrd the control of cartels and (he more  petnicions
moropoly practices,

The best policy for Egypt would be to  sppciet a committee of
axperts 1o survey the whols field of monopoly and to exnmime axisting
conconshons srd cartel lmn\u te. The aim of the vew law should
be to eroate o logal framse-work unfavourable to the growth of monopolys
Prico ard quota fixing agreomepts should bs mado illegal ard the
most rotorious weeopoly dovices such 23 the boyeott, tyirg clanses,
deferred rebates should be outlawed. Bt size per se should rot be
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considered an offence; for if, under obligopoly, large size and the
ﬁmn!m of the market by a fow firms lead to a reduction i pmd.:mn
or selling costs which is puud on to the public in the form of pnu
reducticn or improvement in quality, the breakizg up of large units
would sot be in the general ktereat. But bere again, periodic inves.
tigation by a faot-finding body, backed with adequate fieeds, should
ascartain whether the alleged économsies aro real or fleticoms und whetber
inefliciency is being perpetusted behind monopoly and protection.

“As oxisting concessions expire, the usdertakings sbould be taken
over by pablic or semi-public corporstions or by municipalities. More-
over, the Government should net enter into any rew restrictive con-
ventions of the Jkied granted to the ssgar combine ard should in wo*
way raiso the tariff to bolster up existieg moropoly positiovs. The
new legislation woald renmin a dead letter as lovg as the Governmant
adopts some of the worst policies sttribued to monogolics and derives
part of its revenuwes from the taxation of movopoly peofite, and
20 lorg & it proflars advico to indestrinlists to amalgamate, ard Jooks
with favorr on their restrictive Fractaes,
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CHAPTER 1X
Lanocxk s¥ IxXpestny
(1) The Stalg of the Werker.

The first striking fact that emerges from a sudy of labour corditiona
in Bgypt is the bow bevel of wages in industry compared with the irre-
ducible minimum required for mairtining eficiecey. The second
i the narrow rangs between earnings im agrienlture and indestry,
Desgite the wage differential botween town and  country, the statutory
minimxm daily wago for mdustrial and agricaltural workees s the
middle of 1944 belng 10 P.T. (2/) and 5 P.T. (1) respestively (1),
the difference in roal wages ismoch Jess marked owing 1o the high cos
of living in towss, The average wage rates & » number of industries
aro shown in the following table which summarizes the revltsof a
survey comducted by the Laloar Department in 1958 (%)

'l'u;x LAveERsce Dty Wack 1¥ Wonxssors ExrioyvinNg
5 or doxk Workers, 1908

T
Aversge
Tndustey i w«w
’."
Spcemm; and ermg wcol Ihtml ard Syasthetx 0
e .. .l. e “hs L LY} LA "o 0‘
O'v;phpor and tin smithimg ... . e cn owe e 4.1
Cnrp:f of mst:::;um:d IRl s o s 3.8
ey mrd upholsters ... .. L L =3
Bhthmglhq ad -dnl"ub 3.3
Tailoring, resdy-made clothee ... ... ... .. .. 3.0
Carpet axd Mat-makisg ... .2 .. .., v o 1.6
Averagn for all grouge ... .., ... .. B s Lo 3.9
l ' K

N.B.~A pisstre (P1.) is oquivaleot to 246 pemce.

(') The mialtsen hm'umm-lhu?.?hlk
Mmdmz

(%) Latowr m umnmm
dﬁ\w
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The survey roveals that the averagn weekly wage in the 2bove mes-
tioned iodusteios rangal from 98 PT, & the mat-mskirg wdustry,
to 24.6 P.T, in copper and tis seithing, asumic g a six day woek and
fulltiose employmest. Butsit must be remarked that corditions
are sometimes oven worse than may be seggedted from the table as it
applios enly to workshops essploirg 5 of more wurkoss, theeeh v exched -
ing many of the “sweated trades . Morwoves, the svorages coneeal
a good deal of dispersion especially in industries employing o large
nursher of woren and childron ; nor does the survey attenpe to diffes
rontiate et wees town and comtry or betwoed variows degroes of akill.
Howwver, wtme fragmentary isformation s l\'nﬂ-lblu to show tlu
extent of tho gap botween the wages of varnes " rem-oo wpeling
Erotpe, Thess i the marly 1560°s the aversge daily wage in agriculture
Yariad fr o PT. 28 to P.T. 3 (6.74d) fora workir g day exceeding 12
hours (), Dr. Butler, the LL.O. expart, estimated that w 1§02 the
average daily wage for the faisly searce skilled wechanic variod frem 20
to 30 P.T. wiile that of unskclled workess raxged from 710 12 P.T. (%)

In complmnce with the recomanendations of the 1.L.0O,, a_ s umber
of wuge consusns wore takien during the last war asd their results aro
awore telling, Tn July 1943, st & time whes indestry was highly pro-
fitable, the avesage weekly wagn & tho 29 groups of * trsnefarmation

industry 7, transport ard poblic wtility ranged from 57 P.X. to 202 P.T.
whilo regioual wages ranged foom 47 P.T. in Guirgs ard Asiut to
PT176 in Susa. The genoral woekiy svorage rese from DT, 54 in
1938, asuming a O day weok, to PT. 90 io Julv 13, while the officiag
cost of living index sumber rose 1o 242 (Juse, July, Augast 1109 100),

Thn following comparison throws more light on the relaticnslip
bet wosns enrsivgs and livicg expesses. I July 1962, the Stutitical
Duopariment conducted an i vestigation feto the oxperses of food,
fuol and sap for & wntker wich o wile sl four dupn daetn. (3) A
glanes &t the temm incloded shows thet what was inteydod wus rot

& calondathon of & * baro sebeistar oo stazdard ", but rathos o stapdard

(') Popattmert of Overseas Trade, Eotals Cooditions in Faypt, 1GL
(") This Callion winh that of 5 Maress, on cil o 167, wio cetlmatod thes

In Ceptral o Whillvd mechanie (n ihe adantry sarmnod bebween 10 and 13
LR w voeth, M thie exissance of a large tambes

awmmur:hu
cqwummu&&um Fabonr Quontices in Kgyya,,
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of docent existence.  The wishful thinkieg of the department is betrayed
by the inclusion of small quantitios of sueh luxury items as veal, mutton
aud eays in the diot of the worker. However, taking the official prices;
whiols be it noted, ware for below market prices; it was estiznated that tie
sum of 4389 P.X. was nocessary to maintain the axsumod stasdard,
while the mean monthly carsings for the sams period wore 2025 P.T,
The gap becomes even more startling whes wo neodify thi caleslations
of the department by excluding meat, eggs, soap and fish and othoer
buxuries, and conceateativg on the bare necesstios of 1ifo, The
revisod figure, which does not inclode rent, clothing, medical care or
micor evoforts, would be P.T. 346, indicatieg that the msjority of
workers in towss live below sebsisterce level.

Tho law eamicg powrs of the peoloteriat s duo, apart from explols
tation of which more auon, to the extremely Jow margival productivity
of the majoritv of workers especially those recruited from country
districts. This statoment, however, does not hold true for the skilled
or semi-skilled town workes, Thus, Dr, Butler was assured by Enropean
nanagers that Egyptisa workees  mllod or oves surpassed " European
stucdurds altiough they lecked the saime “ rogalarity ad inter sity of
production ™, The report of the Betish Goodwill Trade Missiom to
Egype (1945) assures s that Egyptian labour “hias a cspacity to
loarn quickly routine producsion " (1) ard again that the workers
“show a capacity to msastor qrickly o mevhanical operation . (1) The
low productivity of the sasy, comparsd with the standands of more
sdvanosd coundries, i duee to the followng cavess,

First, the peovalence of illiteracy, Io 1057 over 80 per cont of
the populatien; excloding ohildrer, under 5, wore illiterato ard their
adaptability to machine production therefore is very difficult.  Moreover
spociolized teclrical trainieg has developed very slowly. [t was inteoe
duced by Mokamed AN carly in the bt contury bat was allowed to
wither aveey under His saocomsors and during the Betish Ocoupation ;.
wo wis tho poliey of seoding oducational missions abrobd. While
Between 1813 and 149, 310 studonts were seat abroad to study indadry.
and eoginoerieg, only 140 were sent bethoen 1849 ard 1882, During
the British Oocapation 18851019 only 40 students wore sent abrosd to
study techeology. Conversely belweso 1920 and: 1987, she numbee

(") Repout p. 0. !
I, . 18,



-

- )

532 L IOYPTE CONTEMPORAINE

rose to 619, () Towands the tutn of the osvtury,a scheme of traming
was combined with clemmtary education 1o cater for the expasding
noods of state rallways and workshops, [rdustrial Art Schools were
establishod by Govemssent and mantry coancils, religions and bene-
wolent societies, and & facelty of techvology was started.

In recent yoars there hss been some progress; the population of
scheolk of all descriptions ross from 563,353 in 1927 to 1,502,908 i
1937, The numbee of stodents stteading tochnies] shools roso from
2,650 kn 1918 to 7,352 in 1928 and to 17,3062 in 1906-1907, and a change
in omphasis ocourred in the facultios of technology from civil 1o me-
edanical nnd oloctrical engineeriog. The wtilization of large numbery
of mes in the manufacturing and repairimg workshops of the allied
oxpeditionary forees daring the recont waz has resdted in a msbatantial
increase in the sspply of skilled and smiakillod mechanios. However,
mveeh remains 1o bo dine to hefghtan the productivity of workers through
sdult edweation, the isstitution of now sxd the seheidization of existing
training schomes. Friling sach messures the capscity of workees to
beoefit by industrialization will be severaly circunsribed,

Seconily. ~Thae Jow state of health and the sppalling housiag con-
ditions of the worker i botk town sed country, The Tecks ica) Adviser
to the Egyptian Ministey of Agriculture has recently estimated “ that
Balfthe in habitants of Bgypt saffes from Arkylostomissis, the symptoms
of which are mental and physeal inertia}”.(*) Ho reckors “chat the
output bf an Bgyptian peassnt sufforing from this disoass is 55 per cent
bess than the average “. Thero ato ted million Egyptians suflering
from bilharzissis “ whick saps the meatal and phydcal wergy of
the patient ', This is thetollthat Egypt bas paid for the exteoskm
of perensial irmigaticn which coriched the propertied elisses ot the
expense of the poople’s haalth, More meeatly rmalaria teo has assumed
serions progortions. It is eetimated that 95 per cest of the populstion
suffor fram sesions oyo diseasss. (%) Tn 1959, while the birth rate was
42.2%),, thq death rate, prodably the highest i the world, was 26 pes
thousand the avernge expectation of life was armead thirly years
“The Army finds only 4 per ceat of the ceoruits drafted healthy econgh

™ m-ﬁﬂdzm_m-cmimun Tnatitats, London.
Frcen Seethe No.8p. 11 Journal of the
‘_ﬂ paper by IM Thaletis 'r- Egyr

%) W. Cuscans The Population Preblem of Egyp, p. V1.
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to be earolled without medical treatesent. (*) The progressive decline
io hoalth and eficiencr is evidenced by the fact that whereas the
ago-group 40-40 of irdustrial workers numbered 1,200 in the 1937
census, that of H0-00 nwmbered only 16,200,

Tho Jiot of the working class falls far short of the absolute mémizum
and is highly unbalanced and lacking in vitamins azd smirerals. Ae-
cording to Dr, Barakas (%) " Pre-war Estimated Sugplios of Nutrieots ™
por head per day ™ ware 2,199 calorios and the incidence of nutrition
defiviency dissasss i vory high”, The figeres for Egypt compare
unfavourbly with those of pre-war Greece (2.000), Italy (2,080) axd
Yugoslavia (2,700) and other counteies of Eastern and Southern
Europe. (*) 1t svest be emphasieed, bowever, that owis g to the extro-
mely useven distribution of purchasing power the calory figure for the
Jower inoome groups mest be substantislly helow the mean figures
given by D, Basakst,

Tho stustion with respoct Lo bousing in industiis] aresa is grim indeed,
What ato oephamestically texmed houses are zothing but filthy bovels
whore txusses of humsan beiogs aro Berded is utter disregard of hygise
or the digiity of man.  In 1939, & survey by an Egyptisn statistxiap,
Dr. Shafi' showed that overorowding was mampaot. Families of
five or more persons were found livieg in two narrow rooms, () In
Mehalla o Kobra and elsowhere, lhummmvbompiod
by shifts of 10 ta 20 workers day and night. Although ' for subarban
dwullors a gaseantes of & loan of LE, 400 thousasd enabjed the Helio-
polis oasis company to cosstreet dwelliegs for tho maddle olasens,
only paltry attempts wero made to subsidize the builimg of workers
tenamants. Thus, i 1928, less than 100 flats were built at & total
cost of 3260 LE, and worn subsoquently rosted to Civil Sorvasis
although ostensibly buile for woskers.: Again I 1938, the sum of
LE. 800000 was sppoopristed for shem clearanco schanes bet the
project war shetved an the eutheeak of War, Mereover, some of the eom-
pasier sitgued ootade Cairoand Alaxasdria jrovade acoommodation

4?“\7 Corraxm, A Pogmistion Plan for Epypt, Egypte Ooatemparaine, Vol XXX,
»
mmm&.dmuummwuuxarmtm.pa
*) Eccoomis Recovery i 1be Countrieon Assistol by UNRRA. Regort to the Seere-
u:y Geveral of UNO, Sept. 1968, g
1% Sowlal Afairs, Machbly Roview lasnd by the Mitiwtey of Soclal Aflaire, Ot b2
12
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for their clerical and techaical stafls, and during the war largo
industrial establiskments irvested part of their inflated war profits
in bublding workers dwellings in an attempt, no double, to evade the
‘EBxcess Profits Tax, (1)

Now the state of the workeras regands education, health, sutrition
and housing i soe 1o bo intolerable by any standasd, However much
one may blame the imperialiet power for omissions and comméissios s on e
caznot help the thought that its acceptance by tha propestiod olasses
tostifies to the depths of moral degradation to which they have susnk.
There is an urgent noed for & frontal sttack on the peoblesss of discases,
ignorance axdd poverty on bolder lines than are ecvisaged in the yet
un-executod five-year plan of post war reconstrsction. As to imsediate
massuyos, the government would be well advised to asca the vulre-
rable groeps of isdustrial workers through a scheme of suhsidized
commueal feedivg. A housing scheme for towss should be worked
out on government-owred land with interest guarantees as a remedy
for the temparary post-war unemploymest. Fimally, a periedic modical
inspectioe of factory workers, such as is done for scheo] ehildran sbould
be intmduced at oo, and the cast should rot be prokibitive in view of
the large number of disguised unamploymant in the medical profession.

Thirdly —There are factors outside the control of the werker which
tend to lower the marginal productivity of labosr as compared with
the industeially advanced countries. Prodection is bardicopped by
the use of old and outworn equipment. The desive to sconow ise in the
use of eapital leads in s0me industries to the cholce of processes involving
too high a coeflicient of lakour. A good example s the textile industsy
where less loons per worker are used i comparivon with Sapas, Lau-
cashire or the US A Ineflicont mothods of sepervision and planning
in production coupled with inndequate foremanship are respeaaible
for mueh waste. Lack of managerisl ability does not allow the choice
of least wost combinations, But bere, with the acommulation of expe-
rience and the introdection of selentific uids to mamagement some
progress way be expected in the near futere. ‘

During tho u.p‘zm tod in Medally and Damanbour
u“b,momm'::-um mz.";\::hnm h-.han“
coaganies for we A Workess™ dwallings,

PP - - i Lo e il
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Furthermore owing to exploitation, Inbour does rot pet it full
share in the imputation of the natiopal product. This is dee to the
inequakity of bargainizg power, the existance of snesnployw ect, total
or disgwised, the dire need of the workers for the wherewithal 1o keep
body and soul together and their readiness 1o accept ary price offered
for their labour power, Furtharmore, the prevalerce of moropoly
and teade associatioos and the spérit of group-solidarity an org entre-
preneurs enable them, in the absence of strong trade wnion pressure,
to maintain low wages and resist uny upward treed, Mo opolistio
exploitations exists in the ose factory towns, and in the large citien
whonever & single firm dominates the demand for & particular category
of workers and, by the weight of its decision, keeps the rulig pekee of
labour below it margmal productivity. Finally the igromace and
lethargy of woekers and their ties with the village prevect thea from
moaring information abost alternative employment oppotturitics.

If the preceding analyses & correct it followe that there is a prima
facio case for state intervention to rogalate wages, The real zstion of
its duty in this respeot may bave inspited its sutervention deringthe war,
when geseral minimum wages wero fixed by statutes at a oo when
profits were incroasing very rapadly, while wages were laggir g behird.
Moreover, realization by the governnent of the exister ce of exploitstion
may be inferrod from the evidence given by its reprosettative bofore
the Governing body of the Iuternational Mometary Furd whem the
question of the parity of the Egyptian Posrd was buirg discemed in
December 1946, Tt wan thes claimod that the influtiorary rise in
prices was partly diee to the fact that the share of copital is dispeoper -
tionately higher than that of labour, and that a coraiderabile reductio
in prices is possible i peofit margine were redeced. (1) .
The jintroduction of compulecey midieum wager in admittedly
difficalt to enferce by an in-experienced sdmizistration. For, spice
from the case of evasion, great care should be devoted to studying
the case of subordinary workers and allowance st be made for the
varying cireumstances of different industries and differest localithe.
ot & beginning must be made with the werst eases on record. Tt wonld
cortainly lead 1o kighes officiency vin better nutrition, ard to increrscd
demand for industrial goods, It might indace eanployvir to take in

A

(') K1 Mederd, 1612/1004,
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the shick by introdecing more eficient methods of production,
Moreover,its sacoess in Egypt i facilitated by the difficulty of substitut-
ing capital for labour or by shifts to more capital intenmive branches
of industry. ()

Nevertheless, no exaggerated hopes should be pinred on government
wago-ficing. Whils some of the gain may be at the expeswe of monojoly
profits, any rise in the monopolized seetor preducing wage peods would
probably result in price increases so that real wages ray not be subs-
tantially affected and the gains to a section of the workag chass would
be at the expense of others,

The general level of industrial earnings will resrsin bow wo lorg as
agrarisn over-population persists ), with net repreduction rates
very much above unity. Only with the improverest in health, the
extension of education, the reform of the ineguitable syster of land
tefre, the impeovement of imigation and drainage and considesable
transfer of popelstion to industry cam reral incomes rise to a Jevel
ensaring decen! oXistence.

Fortanately there are signs pomting 16 & reduction ki the rate of
decennial growth of populstion, & fall in the percentage of marrid
woasen, # rise in the average age at mardage and o fallin the rate of
festility. 1t is 10 be confidently hoped that with the speead of edu-
oation and industrialization the movenent will be intensified. (?)

(2) Governwent Intercemtion in the Labowr Market,

(a) Fastory Lews.—In the eighties of the 19th Cettury a law gave
the coup de grace 1o the docaying oraft guilds ; but no law was paseed
to rogulate labour conditions in the rising industries till the s of
the Ceutury. As ln all industrial countries, suck legislation began by
dealing with the evils axociated with the employment of ehildren. It
started with the cotton mills wherv in the fint decado of the Contury

M) N Dosa, Wages, . <

17, In N analyvis of Tamily iscoms i an Egyptian jooviace, Di. A, Axxan found
tAat 224%, of e tetal -puxj:..swl-r-rm 45 1%, specd froxm
LE 5.1 15 LE M and caly 195 %), can spead sseee than LK. 15 in the whaly your,
cxchadisg 7e0t %, A Dessigraphle Stuly of an Egyptias Provioee. p. €,

(L a0 "n

(% -Rate of decsandal growih .. .. o o 16 1-2
of married wozea 0 women

“ L B LR .“o e W "’, u"

Birth rate per lbocssnd wozes .., ., ... 133 15
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“chiddren wod sdults alike worked sometimes for twelve, wunlly for
fifteen and on ovcnsions even for sixteen or eighteen howrs u day, (1)
Flogging was goevalent and the atmosphere of the wills was charged
with dust, In 190, 3 faw was pessed prohibiting the en poyment of
childyen wnder ning iu cotton ginnizg and = few other indwetrien, ard
regulating the employwent of young periors ueder the age of 13 years.
By 1961, the (084 Laloer Law dad been exterded by ainisterial
onders to more than 20 beanches of irdestry deee ed in juricvs 1o the
health of childrer.

Yet owir g to iax admissdmtion, ohild latovr wrs prevalort ender
apallicg conditiors azd for wry lorg bours #» late 25 the thirties ;
ard the fact wis fras kly aduitted despite e stateiory »irim ur,
In 1930, Dame A Avdenon estimated that half tho wark e in tle
cottan mills wire under 15, Her demriptios of the core and whip
treativent weted 1o childsen by ogrodike eversearsnrd the e of “abaill
whisthing and elenkirg of irors to keep the boyr c1¢ gir!n cws ke ard
nttentive " ) are renisiscent of the grueson o tales ¢f the catly Cays
of the industrisl revolution in Englard. In the rog-vakiag nowitry,
spoedicg up of chilires was widdypeattised “ar o) Iy by awilt moven exds
of very yourg workers is it possible to turn ont hisvd-aunde rops grickly
nonl cheaply crosgh to sake production profitable for forcign n arkess ™,
The effect was shorkiey acdl the writer reported havirg vot «hildren
" with all expression of chaldboed gore from their facos™.

1t hadd Teen thought, amorg others by the omupotert Lord Cion er,
“that legidetion wis legally inpowsible, becswe the capatwlstions
stood tn the way™, The lnimcz-faue policy of the pericd srd the
fear of amy Jegislation that wight displease forvags copitzlists were at
the oot of the enwinal negligeree i latorr kgidtetiés. However,
the gowth of industry, the wi'esproed recerto et ot the prevelort
abtows ua woll as the sswnption of power by an Egyptian landed
bourgroisie with a boas agairst Soreign finencdal it tonats Tod to worre
encasure of rfoete. To 1027 he Ri's Conrtrittce was forw ed to adagt

foresza logisation to Egyptian oonduwn, oxd in 1930, a laborr office.

was formed to initiate u&amr.'..iﬁnhpnhlhn. “But, no dowbt
with & view to kwplng tlma activities (of the uhn)-iﬁw

mmu.nm—-.mncuuul., 1n

) A.m-uv.muh-w Vel XXIT, No. 6, Eomlen 1008,
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and maintainizg the tempo of progress somewhere between sdagioand
andante. the office wasattached to 1he public security departo et ()
This * most compromising connection with a department wheose chief
instrunsent is the polico’ (%) aroused the suspicions of the workers and
wis subsegeently dropped. A ratber unwicldy “Higher Lakour
Council * was formed in 1962, (%) In the same year the Director of
LL.O. visited the country azd drow up & comgerhersive poogras me
of legislation, mest of which bas since fourd it way o the Statute
Book.

The first fruit of the sgtation was the law No, &1/1(C3 regulating
the employent of chilren and young pemons in izdustry. Like all
legislation affecting foreigners, it had to be apgeoved by the Gereral
Assombly of the Mixed Comrtof Appenl.  The law prohibits the e ploy-
ment of young persons under 17 in & number of dargerous industrics,
It ropresents an advance on the previous law in that it prohibits the
employment of children mnder 12 years except in the textile indusiry,
. where p rons aged between 9 and 12 way be e ployed subject to the
‘.lllﬁlmenl of certain hygienio requirenents, maximus: weorkieg hours
e 7 for the age groap 9-12 and 9 for the ago group F2-15, are laid
down while overtie and ight-work for children ard adolscerts wre
prohibited. ‘A campaige of inspection was orgaxized to recore enfor-
ceizent and in the year 1904-1530, po less than 2,061 contraventions
were made in respect of laws Nes, 43 and 80, with 1,600 isdictents. (%)
Yet the Under-Secretary for S8ocial Affairs in the 1944 report states,
with disarming candour, that the law was ot strictly observed, and
that ehddm were still workieg in unbeaithy establmbarents.

In judging thix law, one must bear in mind the fact that, owing to
the lamentable lack of educstional facilities, it is rot safe to suggest

standards more in keeping with thoss of peogressive countrics. ‘l'be'

raising of statutory minirum would, in' the present elrcumatances,
.n-mlt in inoreased juvenile deliquiney and beggary. " As herotofore
in cotmtrh carlier industrislized it seerrs that the effectunl control and
limstation of ckild-labour in the factory cannot peoceed very far until

(') The Times Bock of Bgype, p. 2.
gmo&.mnm;z
e M‘”mm.nmwmmuwm
(% Labour Ofice Ragort, 1035 The porcentago of chddes uade years
“dnl“h:hm“dl?::ubu‘:ﬂkluM?.l.m
e e s e S ey ks
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there are schdols and play-gromnds . Moreover, the Joss of cxrnings
would ropeesout real Bardship to goor fasmibes and the controlled
ovils of employment may be less than those of vagrancy.

The Law No. 81933 regelates the employment of women i in-
dustry, mising, tramport and commerce, It fixer the maximum
namber of hours to be worked at nise, with one or rore rest panses
(Article 3) and jotrodoces a weekly day of rest (Article 9). The Law
prohibits night-work (Article 5) except im theatres, cinem as, hotels axd
industries dealing with highly perishable goods ; it aleo prohibits the
employment of women undergrourd and in dangerous industries.
The scope of the aot is vot wide betause the employmant of wouen
in industry, uslike agricultere, s ot prevalect, In 1927 only 3 per
cent of the total workess ergaged in all eatabladarcats were females
and the percontage wan the rar ¢ for 1957 As may be expected the
largest conce: trstior wia i cotter cpirnieg ard in the clothing iz us-
trien (2504 ard L66) pogectindy). Yt owing to the small differen-
tial between wope rates for 1 sxd women some substitstion took
place after 1985 partly to avedd the irkhomeness of inspection und
recond-takomg, but mainly owing to the difficulty of combinir g the lower
working day of women with the higher working day of men.

A bolder sep in social legislation was taken in 1925 whee the working
day in a number of dangesous industries was fixed nt nine, to be increased
to clevea at over-time rates. This commendable poece of legislation
should be genatlized as it secms certain, judging from the following
table, that the optimum working day & exeeeded, and that a limitation
of hours would result in greater efficicney nnd prodsetivity, (*)

Tanse L -Nuxozn ox Houns or Wonx ¥ IxpusmiaL

Coxcanxs, 1937
N of Moun Pecceatage of setadlidmsats
&b"o Aie amal e au,“. s 7
{0 g ‘9 ETT N R u;- . “e e ls
& — “ ----- - CE N ) L lo
00— 8 i W e b s 12
TO =79 50 s ate vy iee ok 15
80 and abowe . il e e 13
Not Mw L e L aa ] L LRal 30 o
100

——-—'————-——————-——-—
In 1007 Sk-4 %), of 2w r ' In 1087
) a.q‘.:mmuummam 1057 the
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In 1944, came the law No, 41 (1), a compeehessive attempt to regulate
the relations of master and sexvant, Tt attempts, first, 10 eliminate
some of the abuses asociated with the pornicioss system of labour
contractors, which thrived owing to the existonce of fosvign entropre-
neurs and their need for labour,  Ttis there laid down that the difference
betwren what the worker sctually receives and the wage stipulated
in the contrack must in no way exeeed 10 per cent. It imposes &
mensure of control on ints rvediaries b 1hat they are required to Tegister
with the Minis'ry of Social Aflaies. If the contractor fails to pay
the agreed wages the master becomes sutow atically liakle 1o the o en (%)
Sscondly, it intsoduces wage safeguards ard artitruck clauser, Thus
wages miwat oW o paid st regular intervals in logal tender 1 orey,
Finally, there are provisions for the regelation of fines, motices, refe-
ronces, leaving gmtsitics(®), holidays srd disnipsal,

(b} Workwen's Compensation(*).—The n(a.y e arch of i echarization
in iudustry and transport beonght about ar increase in the nen ber of
socidents avd of Tegal claiws for compemsation. At fint, the Courts
ruled that the rights of the worker were deters ined by coma on law
and awarded damages for nccidents arising out of sod in the course of
cmploy.i ent ouly when persoral eegligence on the pest of (ke o aater
waa proved (°). No award wes sade in cace of accidents cansd by
acts of God or meee chance (cus foeteit, force majoutn), or Ly iheront

1Y) The Jaw does pot apply 0 apeicoliure, onstial labomrers, warkaboge with !
- m-umw&“‘”um-
«ﬂmu(ltwu e
(M T 2035, Ahe Labowr Oflee that eontrnctoes be coguired 10 gay cantion
money out of which workers voubl reosp any arreams of wages,

(%) Laaring gratuliies hnm;mdmm—muuﬂk
"W“u'ﬁh trade mmies, In otbee sousiies sich peovi-
sions as well as those fée npp-ohauoﬁwd o the tripartite peineipds by

smpdoyers, swpdeyed and the state.
(% On the Case Law relating 10 fulusteial ancidents see 1he Salowing bejurianl
MI
Mhotan, t.n-man-nn-a.umma-o-mu%
Egyple Coctemipoenion No, 4,
M?P'mMthy.MVolxll o
Wanosr, P, Los Réformes Ligislatives & istrodubre en matidre d'accideats
Travall, EC Vol XIX. ¥
Toroweun, B, De s Lod sur dow Accidasts do Travail, B.C, Val, XXXL
Mh':l“-. The Deaft Law on Woarkmnea's Ocmperation. Raves Al Quance Wal

ool Caire, 15 L1 etin Offclel des
'_alnd- i, m'n&mxummm
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occupational riks (volenti von fit injuria). (*) Costnibutory regligence
either abwolved the employer altogether or eho redeced the an ount
of compessation due.(®) Egyptian jurispredence, however, did not

. follow the cruel Britsk deetrive of conmon ¢aploynat ard it wes:

ruled that the employer war responssble for injury csued to a worko an
by the negligeece of 3 fellow worker: Fually ccespatioral diccaces
gave 2o claies to compensation, :

This state of afairs was most wnfavosrable to the worker, It
was extren ely difficult to reconstrect the necident inorder fo puove
negligence on the part of the master, or to get fellow won kers (o testily
ageinnt the employer. High costs of litigation im the mixcd Courts
were a stamMing hlock, especially that mwany en poyors followed
the vasen 10 the bighest tribural. The Covete, o xid ard it digeroes
alike, “ took a rather Jedent view of the dusy of the «n ployer ™, and
wete averse Lo granting indetuhities corrmersuiste wil tle injury
suffored by the woeker, They took refuge in the alugrce of rpecial
Iabour logialation, while safeguurding the peopti iy 1ights of businoise
men despite the alwence of 8 law relasting to tradewarks. In 2 cave
where both the plaintiff and the & ferdast were Dielioe the pioa of the
Coumsel for the plaintidf, that the relevant Itslion legnlation be
applied was rejocted. Supgestions that the orvs chould bo hlred
to the employer to show absence of neghigerce was 1ot boeCad,

In the carly twenties, however, & remarkable churge ocourred 18
the attitwde of the judiciary and the process of libiralization eanl be
gleaned from & wesmber of casesx,  Thus, in ome care & clase exempring
the employer from lability for secidents was Ceclared vull md  void §
in another, compensation,was grasted even whan there win coetribeiony
negligence on the part of the worka®.  In yet a third case, the master
Wiy roqaired to prove fies that be hakl taken the 1 ecenaTy Procavtion
to assure the safety of the werker amd, secordly, that the accident
wan rolely due to the negligence or preo oditation of the wake (¥)
Morcover, the sus s awarded in con pereation 1e “lz rcally, Thos,
a widow of an unakslled worker Killed in o 1Mt wis awer od com-
pensation asouuting to 24 yoazs 1Ay, whidde i arcilar caze the sum

of LE. (0 mnwudd; ﬂn“oﬂuﬂhgowplo)\n and
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contractors to recognize their liability and inswre agxiost it expecially
where trade unson pressure was folt,

The followsng table shows the nember of sccidents " reported ™
to the Labour it the years J932-1053 and 1963-1984, and  again

in 1942 (%)

Taotk I —Accinexrs 18 Eovrriax INpusray

Y Fatal Now-fatal
car : e Tetal Namarks

1932 1933 153 G113 6,246 |14 fatal and 3,829 von-

. fatal wccidents o
curred in Govtad-
winstration.

6§ l'u:: and 4,000 pons
at u‘wc!qn Is OC
oafred in Govt. nd-
ministration,

4 o6 10,257 15,465 [Of the non-fatal there

were 1410 cases of

permanent  incapa-
citation,

'ZE'

19331934 0 7,200

The aecadent rate pora thowsand employed for 1042, suusing that
all aocidents ocecurred in mechanized indestry and tradsport, woskd be
50 for all workers (7). I the sanke yoars, 1,363 fatal and 313,267 ton<
fatal sccidents occurred i= Groat Britais and the scoident rate pera
thowand pmployed in 1045 was 49 for men of eighteen and over. (3)
The rimilarity of the fgpares must not blind us to the fact that indwitry
in Bgypt i much bess o echnnized afd omploywent in mining, metallurgy
and engincering, where nccidents are apt to be high, is issignificants
The doubling of industnial accidents between 1933-1904 and 19042
eannot be accounted for by the march of industrislization as the uum be®

%) Sources « For 1he fiest two ¢ Repout of the Labowe Office, 1635 Avaexe B,
h,ﬁo,nrl“!tbolqwtd the Under Seceetary of State for Seclal Afaim, 1064,
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of industrial workers in factories increased by a sarall proportion orly.
It is indicative of the neglect of the worker's life and limb, However,
accident proneness is apt to be higher in a country of illiterate and
diseased workers, who are suddenly brought in contact with mechanized
jedustry. The e of drugs, the kigh laboer turnover, the fact that
workers don loose flowing garments, whick frequently get entangled
with the machines, and the mosless fast during the holy nonth of
Ramadan smust be aggravatiog factors.

As regards provisions for the safety and health of the workers con=
ditions differ. Uptodate factories with modern conveniences eXist
side by wide with small sized factories housed in dilapidated buidings.
According to Dr, Carozsi, the LL.O. expert on iedustrial hygiene,
the encloswre of wackines and the ureof peotective devices are rave,
The factory ediots, providing for periedic inspection ard testing of
machizsery, and the 1904 Law (No. 13), governing the grantog of
licences to Dangetous, Uskealthy azd Incosveniont estabinho ents (*)
which both D, Buther and Dr, i®) bave found sdequate,
are sadly lacking in enforcement as the two distinguished authorities
testify in their reporta. These laws together with the provieors of
the 1944 Act (Contract of Employn ext) enjoicie g ereployirs to take
the necessary safety precautions will e ain ixe@ective until the Labour
Depurtrent soeceeds in recruitivg a tcam of efficient, troired axd
conseientious inspectors with maral courage to stand up to the powerful
financial interests backied Ly weacrupulous politiciars who suceeed,
on occason, Im patting costraventiors to sleep,

The change in jurispredence and the award of steadily inoremving
compessation to workers and the uncertainty created therebyled to
ngitation on the patt of bariresren for legnlation defising employers
liabdity. The new Act (No, 64/105) apglien to (ndustry, winisg,
constroction of buildisgy, traxspert, copwerce and to workers operating
power-driven aachivery in agrieultre. It provides that all accidents
be reported to the labour Offive and extablinbes 3 acale of com peraation,
Thuas {or fatal accidents the next of kin roceive cot pensation ar ountiog
1o 800 days’ wages based on the average wage during the three months

() With regsnd to lastallationn, machinery, msthods of and
Souen the acthociion may proscribe ln special meavares
A may ba neosssary bn the Interents of thoss who woek (o or Live pear the
(Art. 3 of the arritd dated Asgud 20, 10040

M) Da, Gasceey, Nepoet oo Eadustzisl Hygleae lo Egypt.
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prececding death (Ast. 26/ (mivioawm L.E. 80 and maximam L.E. 300),
For to.al incapacitstion 1,000 deys’ wages (minio um LE. 100 and
maximam L.E, 350) are awanied. Ia the caze of purtial incapacitation
compensation s caloulated scoordiog 1o 4 conplicated schedsle whete
eack injury is reckoned ns n percemtage of total ipespacity.

The Law No. 86/1942 filled & serious gap in social legis/ation by
making the insurnnce of liability, urder Law No. 40{1506, con pukory
for nom-sommercial estallahe ente (Ast 1). It prohibits the deduction
of mwuwrance premiuss from wages (Art 5). There is u provision
exempting ooterprices employ.eg o ore than 100 wee ki re from compul-
sory imuranem proviced they depedit caution norey (Axt, 5), Apsst
from this Kind of soll-inswrance the lsw suthorbes the form ation of
mutusl irdempity scodaticon of 10or more employers. Yet, most
of the msurance ia at precent dove with «xitir 2 con Pt ien which
issne polacims coviring ewployers liability weder the act. A'though
the lnw authorizes the Govanrent 16 fix n nxa us pree inms in the
Irght of the resalts of earunt opSot:om (Axt. 14) the govorne ext hes
wot. hitherto, intervered,

Certain critecivr s 0f the acts are segges ted by a sudyof the XN Fience
of other gountries. [t ix submitted thet the uppir lin it 10 the wopes
of persora entiled to berefit by conpuesation shovld be abofisked,
that the lusp sum pay.sent bo replsecd by arnuisies, thet the amewnt
prywble should be related to the family rosporsibalitios of workers
and that a pane! of specialized joigen sbould denl with cores ariving
out of the Law. The M2 Aot i plicdy revenis (ke irtenton of the
governant 10 establish a fuid to replace the prerent irsvranie Ctran-
pewents. Sach a plan sdould be iravgurated at orce s it is netorioes
that the ivanrance pres iums charged by peivate entergrive far exceed
the real risk premiur. The 1 anages ent of the mopored furd s bould

wot only comaolicate the rak but also ivitiste romezrshes for the purpore

of reducing it aed should establish u system of “werit " raticg.  SBuck

a schexe would also provide for coverirg the risks in the svn etoum

ronll entorprivon rot covered at present.(t)
The question of occupatioral dicesces in Egypt bas rot received the
attention it deserves. In tan-eries the worko s wade in atale wnter

" mm—m-::mu of a sl tax of 30 BT, per anum
ot employers exempiod (rone Iegal a0 & contribation o & special state
fend.  Revue Al Quancen Wal Tktisad, ? Thin could bo better dooe as past of

coaprehensire scheme.
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which is detrimental to their health. In gimming wills the prevalence
of dust and 8=fl is extrerely injurious to Jungs and there is an urgent
need for introdecing dost-eliminsting spparstus and for layiog down a
standard of atmoapheric purity to reduce the incsdence af tuberculosss.
In 1938 » motion was passed in the Chamber of Deputies askir g the
Governmest “to foroe owners to ‘dustribute 5 asks to the worken ™
but rothing Bas been dove 10 implement the decwon, Recently,
scientific research bas preduced & cheap wask and there s much to
be said for & plan wheeeby the state would subssdize the distr bution of
wich protective devices. As a recent Teport smggests conditiors in
1he rod.sen mizes ave appalleg and cecupatiosal disesses are rap pant.
Specinl stodies should be mitisted on the indidence of ixdustrial disences
and an adviory group of expests should be set-up to assast the labour
departrent in devising ways and meaxa of saleguardir g the health of
workers in the dangerous trades.  Finally, compukory insemnce should
be introduoced in industries where the mcidence of dicease is high. (*)

Most of the compeobensive peogramee of social legiilation ex bodied
in the Batler Report has now found its way to the Statute Book, The
fact that the pesformance falls shoat of the proarive is due to the
Inck of trained stadl, insuficient appropriations, tbod:lrull\ of enforcing
legislation against powerful finaxeial intezests, and the solicitede for the
fato of amall industtios azd ceafts which servive side by side with
modern industey. Progosed refors include legedation to limat the
working week and to innngorate o scheme of social ourance,

Various criticisss have been levelled at the sociallegislationintroduced
ssnce 1930, Sorme resctionsry elew wnts take exoeptios to the “apeed ™
at which socinl legelation wes rushed through Parlianent. They
leprecate the adoption of foreign laws despite diffcrace in the degree
of industrisl devolopment, They point out that the Legilature i
dominated by the landed bourgeomie which is rot chary of initiatisg
reforms w0 long as they do mot apply to agriculture .(*) Yhey comn-
plain that the legislation, by burdening industry, will cheek its future
growth, avl deprive it of the belp of foreign capitsl.

(') That the ol special risks was recogrised by Lhe Governmest la
lut:.lu Ne ”{l“ Mmarlh‘:mnnurnw reia
thele sight snd St ey gtosct Y -

Dr. Larvi, T ol wur bo Contruet Tondividoed de Travail Egypte Cuatempossion,
w‘:'um P Wo %
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These protests are the stock i trade of reaction. The last one is,
bowever, more weighty. Bat it wust be pomted out that the stanJards
prescribed in Egyptian legislation are not exacting. Morcover, the
lovel of income taxstion in Egypt, which only started in 1939, is very
Jow. However that may be, there is consecsus of opinion in Egypt
that foreiga capital which seeks to exploit the workers is rondering »
disservice to the country. It is to the vredit of the framers of the
articles of association of the intermationsl Barnk for Recorstruction to
state under subsection (i) of its purposes that the Bank sbosld strive
" to peon ote the long range balazecd growthof interratior al teade amd
the mainterance of equilibesem in balances of payu ents by encourns
ging istermational investoent for the development of the productive
resources of members theroby amisting in raiing productivity, the
standard of living and conditions of Jabour intheir territories.

(3) Lebowr Orgamization,
The trade-union mwovemwent in Egyptian irdustry dates from the
! _early years of the 20th century. Its chaquercd history atarts with
. sporadic outbants of militaxey among the ranks of the ron-agrarinn
* peoletariat of the cities. The, &nt reconded strike oceurred in 1899
© when the skilled sortem in the prosperous cigarette indestry agitated
o0 7 against the redwetion in plece-rates by 28 per cont axd the introduction
. oflaboursaving machiery, Ta 1903, an early attew pt to unite cigarette
con workers proved abortive and caly in 1908 did the skilled workers of the
important & of Matossian succeed in forming n comypany
which was followed immedintely by an industrial wrion of cigurette
workera in Cazro, (Y)  The fint decade of the Db century witressed
w7 other strikos among radwayren and in the printing trades. Bat
., the movement was slow to take roots for the followirg reacors :—
: In the first place, the population is predoscinantly sgrarian, and
(it is notorious that sgriceltural workers are moro difficelt 10 organise
than industrial workers, exoept, ax in Australia, where Agricelture is
organized on capitalistic lines, of aa in Palestive, where imarigrants are
' imbued with socialist teadstion ard fasth. (%) When industry wis

&mmnmammvmmw-d
Wirtsehaftaleben, p.

(%) Thinds dse .o tho abasacs of conrentration and the leet that theline of demarkatica
between workers amd small kolders is Merred, of, LLO, Tho Hepermsentation asd
Oviganistion of Agricultural Workers, “In the peneral mase of agricnitural
workers except sape 32000 iy ueotpazicot * sad Bory, ep, e, p. 220,
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introdwced im the latter part of the 10t fentery it took the form of
processing plants widely scattered all over 1he country, whdle in ports,
labour was highly easusl, Deckersas well as the large grosp of building
Operatives in the towes were mamly drawn from the ranks of Ssidi
imwigrants who travelled rocthwards during the sdack agricultural
season and did not, theredore, constitute & s of settled workers,
Moreover, in the processiog industries, work was vencoral, I ting from
100 days in the sugar indestry to 200 in the cageo of gitnirg, Heuce
concentration and urtamzation, the prevequisites of trade unjonsm
absent,

In the second place, the vast majerity of the wes ki g prolctanict wes,
and otill s, illiterate. Werkits drawn ficw the Inrd bad been livieg
under conditiora of serfdom remisescent of the dask ages. Scmi-
starvation and the prevalence of diseare becd » state of yesipr sticn,
It is significant that the early strikes occurred as org the relatively
prosperous cnlggnu_u in the cigarette industry ard were cxgarind by
class-conscious foreign workers who had been famidisr with indsstrial
wtrife in their native countries.  Equally significant is the fact that carly
usions were formed in the printisg trade and ancrg railwayn en and
such like industries, where & large dogree dvconmgnqb._‘obuh o ard
the workers were literate and relatively well joid, Uriors were alo
succossful among shof-tssistants, legal cerksind yablic utility workess
Other factors delaying the recognition of idestity of Intercats anorg
workers were the differctoes in the standard of living, race and language
and the lack of cohesion between skilled and wiakifled workers. The
dearth of crganizing ability (), and the case of breaking strikes by
importing black-leg Saidi workess through the ubiquitows lnbour con-
tractor militated against the success of collective action,

Thirdly, political action agrinat the risiog capitalist class was oves-
shadowed by the strapgle against British Limperiabas,  8ide by side
with stwdenits, the mass of workers were al the forelsont of the 1919
revolution, Moteover, unions have sarved ms fratruu ents of bosrgeois
party politics, and many strikes were engineered by the opposition
partics 0 embarass the Government of the day, The presence of

() Tha successdul formation of irade waloes roquies ™ A bgsl iyviem not tco urda-
muhbhlhpﬂ\lo‘l‘m asd & wapply of abilicty
competant to avercome the very difScwtion

In tho extablishanest of assieiations with auy dagaee of sabllay =, J. K. Bicks, The
Theory of Wagen, 3. 130,
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unscrupedous party lawyers at the head of some unions was responsible
for this development which has been recently repudisted by the risang
leadership in the unions which is intent on “liquidating ™ outsiders.
The distinguisked social reformer Omar Loutly saw the salvation of
the maswes in po-operation not in mnionism but his moverent did »0
spread smong the working classen.

Firally, the labour movement met with stiff resistance from entre-
preseurs and from the suthorities. Labour leaders Bave been dississed
for their activities and for inciting and perticipating in strikes. There
were many instances of * yellow.dog ™ contracts. In com pany unions
manazements saw to it that the heads were of the tame varicty. The
Polii e bas worked relentlessly to hinder the growth of trade unions and
‘1o proteet i dons from the infiltration of “ dangerous thoughts ¥, During
the first world war the wovexent was suppressed and in the inter-war
period severo ropressive measures were taken incloding the use of armed
forses to tweak strikes, the imprisonment, incommunicado, and the
deportation of labour “agitators ™, Eves after the constitation of
1923, which guaranteed the freedom of asocistion, the suppression
of labour mectings has been » frequent occsrrence.

The end of the first world war marks the terning point in the bistory
of the loboar movement. The incrosse in the nexiber of wagecarners,
the rational wptising, the propagation of ideas enthronieg the dignity
and rights of man, the modest sprend of education, the cortact with
Horeign troogs and the impuct of the Rasisn Revolstion, all costributed
to the birth of class-consciousnese. The workers grew critical of the
appalling conditions of werk, the shortage of food and the fallin real
imcomes in the progressive inflation which nullifed the Sty of wage
e awes.  In the wake of the war a strike wave catsed son o concern
to the authorities and a palliative was sought in' the formation of

.convilintion Beards (1), to settle Inkoer dimpates referred to thow by thy
Cabiret, [t ix significant that the trouble was ascrited by the Britih
High Commisioner to widespread bolshevie propaganda axd the
activit'es of [talisn Socialists, {?) The first report of the concilistion
Board (O:tober-November 1920) alio alleged the fnfltration of bolsbe-
wie elomonts in the vanks of lakoer,

") Order in Couneil 1900, Hy the Boands counisted sainly of reproses-
uv’c-aw-umunm“mmw twe workess,
Their decirions are boding oo enoployers an) esplayed aldia. Minkteria) decoee 1L,
Review XLVI p. 451

‘(M Taevs, G, Fgypt Mace Croeer, p. 323,

1y
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In the early twenties, trade unionisn proceeded apece and the number
of Egyptian members began 1o excord that of foreigners. There are
#0 trustworthy records of the movement, but in 1919 it was reported
that the nwmber of unions in Alexandris wes 17 izcluding a federation
of 24 difforest trades ; Cairo had 21 and Tastah L) Accordisg to
a historian of the time, the mumber of wnions in 1992 was 38 in Cairo,

33 in Alexardris, 18 in the Caral Zone and 6 i the reat of the cous-
try. () Strikes in the larger towns multiplied sed incressed in in-
tersity and dwration altbough it was jmpossible at times to be clear
whether they were aimed a Gmploytn qua employers or at foreign
buterests in the course of the fight against alien political and ecoromie
domination. In 1919 the trae strike lasted 8 weeks and the strikers
won their case for higher wages and mare libera) gratuities. In eertain
cases, protracted ateikes seviously affccted share quotstiors. Yet
despite its promising begisring the Wwovement seetrs to haveo selsided
until the thirties when a recrudescence of unrest and protracted clashes
with the police were reported. (¥} In 1958 the Ecoromist con metted
on the development of class.coraciowness “in po wreertain way ™
and reported a atrike wave at the Sugsr Mills, in tearaport ard in the
textido mills,

Early attempts at fedeation have been ns wnfruitful in Egypt e
they were in Eoglasd st the tire the GNCT.U, was established.
The first attespt was made in 1921 when dedegates represesting over
20 unions gathered to plan a general federation, Lack of organizag
ability, mutual distrust and a elask over the coutribution to ke paid to
the tressury of the federation led to dendlock. A vecord stiew pt in
1900 carve to grielat the ™ Iron * hands of Sidky Peabs, thelate prosier.
There were also variows sttempts st the formation of & "abour perty
bat they came to nothing. The last atteanpt, uncer the leadersship
of Prince Halim threntess to cause & rift in the World of labour as the
intextions of the lwccazeering prinee are nightly wapected Ly the
majority of workers. Yot the general disgust whick the rideg geve-
ration feals for the existing political groupings will inevitably lead to
the formation of & new party to work ot plans of social regererstion

) Degpartmeat of Orecseas Trade, Eecoamie st Pinancial Situstion ks Egyph,
1900 ' ) . :
* On-.'rmwp.!_l.‘ These were the wnions recoguised by Corciliatica
™" Dcpm-.s of Overwss Trade, Yaoscerio Coaditions s ¥gypt, 106
5 » ”
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and to represent the interests of the wames, o= the present parties
have cemred to refiect the present real forces of Egyptaan Society.
The following table shows the numericalstrength of trace unions regis-
teted with the Ministry of Secial Affairs st the end of November, 1945, ()

Tanek [V.—~Traoe Usion iy Bexrniax Ixvosrry

lodwtsy Xo. of Usiose | Earolment

Vegotable focds SR B oot 18 11,471
al foods = ol ¥ - 8 1,882
Delnlx i e ¥ A o 53
CRaRIRAE s i s TR e s w 7 1,046
Paper and its derivatives " .. .. .., 2 ol
Printisg, bookhinding, ete. ... A 8 2.7
R e e e Rl 2 170
ld!ﬂ?nt AR e . P e 17 3,18
I e T e 8 . | 00 46 30,494
Clotheeg .. ... T ST 13 2,050
Cleavixg of clothes ... . o dor ¥ oye 3 1,006
Wooden ur plerrents 71 B 9 2,05
Eleetricity and woter supply ., . 7 1,207
Ww i - 0 - . ll ,.,“
Bm!dn dve. " soh vad e e yrm N 28 1,000
mll“ amdd ail mﬁl“ e R T 1l 6.'“
Teasapert .. ... o o “or e 15 10,727
Boateaking and repairing S5 b el 3 ol
Other indestries ... ... o LN 2L " 2648
Conunetew, eto. ... P ot 20,197
Profesions 5. AR i o 5 12
l‘tb!i: sCrVices pto v 84 12 3,4
Comuty eouscil eemployees " o 5 70
Fersoral o e 5,115
429 139 546

(') By comrteny of he Bpyptian Labowr Attquld (s losdun.

.
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Tt will bo soen that tha figure of exrolment in industry and mining
was appeoximately 90,000, Comspared with the numbr of workers
in the indestrial census of 192 (approximately 300,000) it shows an
imeresse in mesbership which could be traced to the encosragement
the Walliat Admésistration of 1942-1944, the increnso in the tempo
of industrialization and the préaperity of the skilled group of artisans
and skilled workege. It is apparent that progress was made in soimne
groups, such as textiles and transport while small scale industries Bave
lagged behind. Yet to conclisde that trade-wnions are firmly lbunched
simply on the stremgth of published statistios would be erroneoss
for various reasons,

In the fiowt place there is the understandsble tndazey of unioms
to boost up their memBerskip and to retuin members’ rames om the
register lomg after thuy ceared to payrubscriptions.  The Jegn! ninimum
requirement of 3 membery does 2ot favour cxset recordingof enrolmen
figures. t

Secondly, the predominast type is the company union controlfed
by the mazagement through the appointment of pappetleaders. This
policy & helped by the sction of successive reactionary Governoents
which are i the Habit of sesding progressive Isbour haders to gok
So Jong as the bavis of organization remaizs the compuny union and re
progregs ix achseved im attaining lnrger units through smalgasation
and foderation there cam be 2o effeative labour movemont.

Bat third asd foremnst is the woak Sinancial pasition of the majority
of unions, which moduces their staying power in the event of industrial
disputes. (1) In Professor Hicks' termimology (%) one wouki say that
the expected costs of cosesmtons 10 wmione would: nexrly always out-
woigh the expected cost of the steikn in the eateepoerour’y julgment,
Unions eanset holid an loag becsuse of theismeagro war chest.  Wages
are low, and regular subsariptions to wwion funds ave the exeoption.
Moseo ver, ous of their poar neources they provide snemployment reliel,
bazinl expesses and ocoumoeal loans to workors in oeder to win thaie
allepance, all of which wre functiees witeh do not desoive on uniops
in indisstrially advanced countrmes. Apart fram the snions’ inahilisy
to providis strilkepay; workers bave no pevonal savings to tide shems

) Tha same o tone b Todia,of 3. Ssova. Ban, The ledesteial Woekee bs India,

(7). Thie segreament e bnsed on Hicka' thoory of ludustrial: dispuies, of. J. B Hoens,
Tb?‘l\myd"“ po. D137, ' ¢
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and their large families over o protracted stoppage of work. Finally,
owing to the absence of effective limitations om entry, nonunion labour
from tbe ranks of the unexxployed is always available to break wp
strikes with the help of a not too sympathetic admimistration. Hence,
as the expected degree of stoppape ot considerable, employers are
8pt to resist wage demands,

It is mo wonder that trade unions have not been ablle to ssbutantislly
affect wage rates for the majority of workers. There were, bowever,
wome rotable successen in the " sdeltered " and monopolisitic irdustrics,
There, the low elssticity of demand enables exployers to ahift wage
increases on to the public. Thus, in transpost wxdertakings in the
Cairo area, fares were mised after the finst war and during the recent
one to allow wage imcreases, Conomsions were alio eoay to exact
from employers during the recent war owing to increased profits and
the fear of the effect upon them of u long strike. Except in the ci-
garette industry, there is little evidence of obstructive tactics by trude
enjons leading to the introduction of large scale muckivery.(*) Even
Bero the decline in world demand for high grade bard-nade cigarettes
coepled with an increase in the local demaxd for the mechanically
nass produced brands, may have been the real camse and not the main-
temance of wages at above equilibrium lovel by the unions,

It has been stated carher that the State did not look with favour
upon the growth of trade wnionism. [ts coercive power has been res
peatedly used to break strikes eapecially thosn directed sgair st forvign
oucerns proteoted by the capitulations. Untid 192, no steps were
gaken to give legal recognition to workens' swsecistion. Morvover,
the strike wave of the early twentics led to the stificnieg of the pro-
visions of the Pesal Code relating to strikes and picketing. The
importast group of pubdic utility weekies were prohibited to strike
without advance motics, The Law No. 2/1921 prohibéited the teans-
ference of salaries and wages (Cession des salaires) to syndicates, trade
unioss and other professioval crganizstions sand the jresalble of the
act criticized the formation of uniess in the absesce of legnlstion on
the grounds that such irrevocable teansferesce ot the part of the worker
cotistituted an aliesation of bis freedom, sand was, theredere, contrary

) Tiw, 1. G. Lavi, Artistoln L'Egyple, poblisbad by the Leatitat Fragale d'Asebdo
#Mna o
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to public erder.(?) In 1985 the director of the Labour Office suggested
that strikes declared without adequate notice and before being psbmitted
to concilistion should be declared ilegal @)

The severe blow 10 the flusnces of the enions admimistered in 1921
and the stiffening of the law relating to picketing ure exan ples of
partisan legislstion which g0 a loag way towards proving the Marxist
thesis that the machizery of the State in Capitalist Socicty ls run foe
the benefit of the Bourgeoisie. Nex was the attitude of the judiciary
any moro prognmsive a4 oAy be jodged from the following incident.
When in 1908, & numwber of wegkers on atrike were brought for trial
the Learred Judge eriticizcd the cxazy action of the ungrateful weavers
towards their benefactars and urged them to racrifice their personal
interests to merve their countiy and to eschew dargerous thoughts
and influences alien to Egypt's tradition, her religion asd vobilty
of charaster, The evivent jadge dited the example of Japan, whose
industrial grostress rested on “low wepes and Jong bours ® for the
workers 1o emxlate (V)

The Uniors had & precarious Jegal existance urtil the promuigation
of the Law No, 85/1M24) This law sanctioes the formation of trade
anions in indusrty and commerce peovided wembers azre engaped in
the aamo teado or cecupation, or in smilar or allied trades aed occupa-
tions or in trades contributing to the manufacture of the same product
(Artiole 3). I8 suthorizes collective bargaining (Article 16) and de-
clares null snd void the practice of yellow-<dog contracts. Yet despite
the fact 1hat the new act repeesonts s Mop forwned, many of ita prowvi
sbons suggess that the sate is stil]l suspicious of the moverent and
Loarful leat it might be ured as a political weapon for subversive ac-
tivities, The following are the glaring defects of the pow law as it now
atands

Trom foreuing trade-wnioes. Thesw include civil sexvants  azd

mmmmmwwummb

the 40 Teade Uskoms (o Egypt Is 1o be in

“hdr'mmp‘.h‘* 2

(7) Labour Qe Tlaperd 1035, p 20

(") Cited ks A, Bicax, L'Indwtels 30 Coten en Fgypta, 3 164 G
'-“ Ly Sens M

nmhzt:‘ wohc’quu“m ..

Qeaditions s Egrpd, 137, 5. 186,

Tn the first place, lirge setions of the working chass are dobuml
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municipal employees, agricultural Inbourers ') ard vumes. Don estic
pervants way ouly form restnicted uniows deprivede! the right to strike
and the power 10 intetfero between tusster axd servant, Buch unioss
wmay only perform the functions of providet socetios srd social
clubs {Arte. | and 2). i
Secondly, the unions are subjected 10 close stato supervision and any
mecting for the purpose of forming a union must be brought to the
notice of the police. Gerersl Moetings also roquire sdvarce rotice
to the msthoritics. The provision that the asthorities sre procluded
“from interference unless » meeting is beld conteary to pablic ceder
# an ominous proviso whach can e used as a cloak for unwarranted
repression (Article 20). Subject to judicis]l review, the Minister of
Socta) Affzirs may deny registration to a umion (Article 10). Ho way
dissolve & umion o, in bis Judgment, it conteaveses the law. Woreover,
! be has wide investigatory powers over sccoeuts,snd the law determizes "
> the miminum pereentage of total receipts to be ulbcat«l to socal
secvicos by any umion (Article 6).

In the third place, trsde umions are debarred from politwal acti- :
- vities  Thus, they may not subscrite 2o party fueds or belp labour )
cxnd dates to stand for parliarent (Articke 17). Such sweeping res-
triet onw severely hinder the rive of & truly repressntative lnbosr move
ment. Pma!) the law allows the formation of federnfions of trade
unions in the same craft or profession and @ industries producing
a siugle comunodity (Articde26). But no rational trade union foderation
omhracing heterogencous industries is tolrated, Hence, there is
0o central platform to voice the grievances azd nspirations of the muss
of industrial workers woch as is proivded by the TUC,, the C.1.0, or
the C.G.T, and 1o act as Certeal reserve mpplmumg the funds of
any woluted wnion in the event of & strike, It is notewarthy that the
Mdthmdeudo.amuhmem 1o this
peovision wnd one of their first objectives in to secury its eorly ropesd
%0 that they may be placed on equivalent footing with the employers
mmawuommrmwpmmm g
atrive to extricate the mnions from the dlose spervision of the police

{Y) Tho fact thet fhe logisiniver bs detzirated m-u-h fee
&““m-ﬁum foemiag siade wnvme.

(%) Vide pamphiet by 3r, & Tnaaxow, The Warke"s poist of viow, 105, T Asilde,
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CHAPTER X
Govensyest Ap 10 IxXpUsTRY

In the ister-war years, Egyptinn industry receivied state-axd in vorioes
fores, of which tanfl protection was the most in poctapt.  Other forms
of encouragement wore fortheoming, but only to s minor oxtent. Tn
this chapler it i proposed to discuss these two topics in succemion
and to indicate the lices on which further state active =hould peocerd.

(1) The Tanff.

Throughout the greater purt of the 10th century, Egypt's cestous
regitr.o was the satre as that of the Ottomar En pare ard 218 depu ndency.,
Egvpt was bound by the cosanercial conventiors entered into by the
Porte. The takill wns purely fiscal in' charscter.(!) Tnport dutics
were bevied at the urdonr rate of 89, ad valorer, with few exceptions
such as sugar, tinber and akoohal. Export Juties were fixed at one
per cent, ard the denwhback rate, on goods exported within six o onthe
of entry into the country, was 7%, Unconditiorsl - oat-faveured,
Nation treatment was enjoved by all coustrien, Startieg froes 1584
Egrpt counclled a sarien of commercial comvertiors but the rates
rerwained subwtastially the sawe, with only mizor wodifieatiors.
Thus, cerfain commolitics, such as fentilimrs, were imported duty
freo, whide conl and livestock were taxed at a reduced rate; on the
other harsl the supgar dutien wero sligitly incremsed. In J9IT,
the rates were rAisd 10 Heet ixrensed state « xperditwe durag the
war, but ‘were rostoced shortly after the comston of hostilitics. In
the abennce of income or mhesitance taxes, curtons feVerve was the
moit hrportast sicgle item of Public mcome. Morcover, the belk
of customs revesue, move thas 509, in wwany years, cars from tobac-
<0, the only dastic item in the schedube.(f)

The Jimitations on Egwya's fiscal autovorry embediod m the tarifl
regimo and in the capitalitioes, were digly resexted by the risimgra-
tiomalist wovement. The absence of geotection wis considered ore
of the main stuwlling blocks in the path of industrialization by all

Jull dptalle of the tari regisme he :
) ."‘# e Tepime sv gives 2 the Ansua! Burvry of Foeeigz

%) Vor the dsancial 3, 100 de March 31, 1027 cstons grow rceipte
wees L. 11300462,  which sppensimaialy LE. 3 millos tams rom bawo,
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the basiness men who submitted written evidence to the Sidky Com-
mittee of 1917.(%) The latter recommended that prodection should
ouly be granted if the industries concerned could eventually withstand
foreigm competition. Moreover it recommended the reduction of duties
on goods of esepecial importance to agricelture and indostry, and
the abolition of export dutics. () After the first World War agitation
for taridl “ reform " was fanned by populir entbusissan and the desire
to break the “shackles on Egypt’s fiscal sutoromy . This agitation
togather with the overpowering need of the Governarent for additional
funds to meot riweg expenditure, culminated in the appointaent in
1926 of a commission “io co-operate with the Eeoronic Counal in
the study of tariff revivion . Three foteign oxparts were Mmvited
10 asist in the preparation of the mew taniff, and a special burean wax
extablished to examize the demands of jnterested pertics

The interested party par excellence was the Federation of Egyptaan
Tndustrien, In 1926, it addrossed 20 appeal te both houses of Parlia-
ment, and i 1927 a wemorardwm was sent to help the advisory group
of axperts in the taskof “ scientifie tarifraking *,  This macorandum
and the other publications of the Foderation and ita spokeser en contain,
beside the most histantly mercantidist Cogmas, sotre indications
2 to the line of policy acceptable to the asthors. They advocated a
double tariff as a bargsining tool, with & much higher “ general ™
tariff than the one costemplated by the suthoritics, “ without ex-
cemive pro-occupation with the intereats of gorssrers. ™ In their
opinion an efficacions tariff must be compensatory, fe., it musst cover
the difforence between the cost of production st hore and the prices
ruling in the world market. On the constructive side, they urge
a drastie reduction in the duties on raw materials, seri- finished goods
and  mackivery.(?)

The last of the series of trade ngreen exty eonchaded with foreign
oountries bavisg expired in 1930, the new tarifl was vahered in the teeth
of oppaition from curtain powees, incloding Great Britain, which
wis shortly to embark on & policy of protection, on the grounds that

3 . avideare by e .madmmummd
m”&m-wum

(%) Jdd, pp- 90 and £.f we aleo p. 145, (Ser Nete 1 above)
: Régarme Dyaankire ?M Vel, XVIIT, 1. Gapox
&kammw Neurean m‘% T84, Velo
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the abrogation of commescial conventions automatically raetored the
#tatus quo ruling before 1584 in refation to the capitulatory powers,
and therefore, the Egyptias Government could not alter the toriff
without theirconsent, The new tanifl, while still predominantly fiscal in
character, afforded some protection to certain beanches of agriculture
and industry, The 5990 ad valorern doties were replaced by specifio
duties which weighed lightlyon raw materials axd coal ; the rtes weren
littde higher (6-89/°) on wmi-manufactured goods, and still higher,
ranging at first from 15309/° on manufactured articles, Thus, the
duties on oil for soap marnfacturing wore reduced while those om edible
oil raised. Another peisciple which way be glenned from the relation
of rates interse i the variation of the mte of duty accordisg to the
dogree of trarsformation. Thus the tax on certain raw waterinls such
a3 wheat was substantially below that on floyr, in order to encourage
grain milling, Moreover, some raw waterials suck s hides were sob-
jectod 1o am expeet tax to reserve the svailable supply for local
indestry, (3) ;

Many writees 2z statésren have boen in the bakstiod quoting the
new tariff tates as conelusive ovidence in sspport of the view that they
are low both ateobately and relatively to thode rulisg in other countries.
Now, the concept of the height of the tariff is onn of the most difficult
and elusive in economic theory. A given rate of duty mway be highly
effective with a particalsr constellation of elasticitios of smpply and
demand, while, under another set of cireumstanees, its effect way be
nogligitle, ) As will be shown later, the Egyptisn taziff was in some
cases Nighly protective. On the other hand, to conchude that the tariff
was high sim ply by veason of the doubling of the ratio of custon s revenue
to the value of imports between 1920 and 1981, ignores the fall in
world prices and the fact that half the revenue is derived from duties
on tobaceo, the cultivation of which is prokibited by law,

Dering the thitties, there wore many iratances of upward tevision
of tariff rates accornpanied by much uncerteinty and rumroer erongerisg.
In many yeurs, speculation as 1o prospective tarifl chxnges affected the
rate at which goods were withdrawn from bonded warchouses, There
wern sucoestive increases 36 the depont duties on sugsr between 1160
and 1032; in thelstter yeor an additican] duty of 1 ©/ ad valorem.

) Is tho 198k conbury, the ¥ish in workd desacd fie cotbon seed sharved (he Jocal
ol of recoasary yaw Baateeiade. )
(% G, Hasaniss, qud Ietersational Trade, pp. 255-256.
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wax amposed 08 ali mmports and the duties on bedetcads were ramed
from 1510 2094, In 1833, the tarifl on cotton piece goods was raised
to counteract the continuous fall in CLF. geices, atd in 1906 wilk and
rayon bowery wize taxed wore beavily. In 1507, there wan & 30°,
enorease i the tax od boots and shoes and in 1935 the minimum dutses
om chooolate wore raised to check the import of the cheaper va-
tieties. In the same year, the duties on heary grey svd white goods
sud ot heavy printed and d yed fabreios and gobot were donbled, Dering
the period sectiomal juterests wore setive i the loblies s0d the es-
tabilishment of a sew Siem invarmbly grve tise 10 & clasour for peotec
tiom for the mascent *industry . regardbess of its ability to supply
she local market, .

Some of the vew duties, while applicable to ') is ports imespective
of oeigm, fell with particulsr severity or corigin ecevtries. Fer exe
ample, the duties on beavy cotton goods hit Japas, Ircin end Itnly
more than others; while that on cheap shoes affeoted particularly
imports from Czechoslovaks. Morcover, overt. discritrivation waa
practised on ecoromic and political gowrds. In 156), there wire
allegations of “ Russion dursping ” followed by the imposition of 2
100P/° surtax on goods of Russan ocigies where similar poods were
peoduced or could be peoduned in Egrpt.  The menpure was sneribed
in Mosow to “ palitics] presssre from Englaed after the acoession of
the Cozsurvatives o office in 1961 V.09

Partly to placate the vociferous interests in Lavcachive which were
wging the soed for placing Anglo-Egvptian trace “on 2 more astis-
{actery basis ™, and partly to provide additional geotection for firns
producag the coersr varieties of tton, the Governn eut usilsterslly
termuned the commercial treaty with Japar, and, in Septem ber 1905
spphed & #0954, ad valorem deprecisted currerey Lurtox to cotton amd
rayon goods of Japanece erigin, The vew antiexchange dwmpiog
dutios had striking offects om imports by cousing s drstic redection
im the share of Japan and n rise inimports from Britain, especially after
the application of sanctions to Italy. The privileped position of Bri-
tain was soon to be challenged by Ttaly, but it was vot comidered
pelitic, = view of the strained international rituation, to counsd the
extension of discriminatory duties to Ttaly. The following table shows

' the dmtribation of Egypt's imports of cotton picer goods 16051567,

(1) Baviot Year Bock of Farwign Trade, quoted in ¥. Ooweeer, Soviet Trade, p. 90
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In wilhon sy, weetres

Ceunley of Origin " 1954 ns

Japas ... RN 142 7l 20
United ngdom ..... o ave v 30 5l 43
It‘ly TS . e e T T — “ 67
Torar Ivroars ... ... .. 156 150 150

Finally, there were other forms of protection in operstion or usder
discussion doring the thirties, The action of the Britsh Exchange
Equalization Fund s mabstaining the value of the £ at below equi-
librium rate peobally led to thounder valuation of the Egyptinn pound,
Egyptisn peoducers might thus have enjoyed some protection visd
vis producess lying outside the sterling area, e.g. the Gold Bloc, the
gold value of whose carreney was not redsced.  The subjcct of quanti-
tative restrictions wis debated in 1935 whea the British Trade Mission
to Egype petforwand a sggestion for the imposstiop of quotas om textile
imports, The sbare of each exportiog country in the globel quota of
any year was to bo determined by its purchases of Exyptian raw cotton
in the three preceeding yeszs (') Egyptisn vegotintors secuved the
insertion of an wrisle providing foe the downwnrd revision of gquetas
pari-passu with the exgansion of howe prodwetion. Thas step towands
bilaternlisan in tesde was 2ot sanctioved by the Senate and had to be
dropped. )

Table 1, slthough based on facourate data culled from questionable
wourons, givessome ides of the growth of local preducton in the years
following 1he fariff, In she fint place, alevedy established Bows in
the teadile, cement, sugar axd bedstead industrics exparded, rapidly,
After the enforeed reduotion of ousput i the twetition (s the face of the
mmofﬁnﬂpp&wwahﬂhmm
exchange depreciation ard freight vebates. Firma began to work
mearer to eapacity onco impests bocame costiier, altbongh tho effec-
tmdﬁ#hmu wedwoed owing to the fallin

1) The Focaomlat, November 0, 1934,



500 L' BOYrTE CONTEMPORALNE

C.LF. prices during the Great Depevssion, Between 1001 and 1964,
production at the two mills of Mehalls and Alexasdris roso from 6
million 1bs. of yars and 14 million square yards of eloth to 24 million
s, and 38 million square yards respectively, while the quantity of
cotton comsumed was more than trebled. The percentage of local
production to total consumption of piece goods rose from 324 is
1930 to 24.3%, in 1908, despito the rise in local comsumption. The
capital of the two concerns wis wore than trebled between 1900 and
1940, Maoreover the contraction of Japaness imports gave a new Jeare of
Lfe to hand leom weavers; the same tendescy wan also olmervable
in other industrics, However, in the case of beer, the rise of import
and execise duties, led, owing to the high clastivity of derr and ix amoslesn
commsnity, to & reduction in both impest and lecsl production. (7).~

Apart from the expansion of existing firms the tariffl called forth
0ew investment in industties existing pricr to its imposition. Thus
we find that most of the smaller textile firms were established after
1560, and especially cince 1937, Moreovet, it i quite obvious that
many firos were started in the late twesnties in anticipstion of tarifl
“reform ", On the other hard, kigh “revenue * duties led to the
introdection of new mechanized industries, =s when the differential
charges on wheat axd flour caused lazge imvestment in pedern sterl
roller mills, Sometimes the new flrman’ wero the resslt of “direct
isvestment * by foreign financial interests which ssw in the decentra-
lization of manelacture » method of corserving warkets.

It must be roted that varying elastivities of supply between * in-
dustries " bed to different response to tariff rates of approximately
equal height, Thus, the elasticity of supply of the coarsar varsetios
of wap and cotton piece-goods was high and prodection expanded
rapidly and the sane was troe of the cheaper birands of cencent, blankets,
antiseptic cotton, playing cards, beots and shoes, and chocolates.
But it was not until the late thirties, that progress was 3chieved
in the production of the Gover counts of cotton, A perusal of the
reports of the British Commerciel Secretary in Cairo between 1926

Between 1923 and 1929, aad 37 and 71 thecaand
M-.-.m ﬂokt.l-thmnﬂ xwmmmn respoctively,
h&mm,mmmdmmummnm

7 million kilse i the pericd 1920 10 1927 0 aboat §




AALL RL-GRITLY,~—TIE STEUCTURE OF MODEREN INDUSTRY IN ¥OYPT 061

REERFBASEILARSVIRER B

P OO0 teos | Sagar 000 toas

Taner I—Ixovsrmiar Propocriow, 191 T-1945.

Cemert

2 ] 2
I ST S S 1T L
3
i - TRICE
- w3
BTN 0O by S B S R B I
it
g
g I 498 2
i 111 1 (0 T 1 et
i
i | 7 essesnazezsssszssass

Mecharical pee

-

...........

11 Tgsegsgssegg || 1},

2,8  gssesaesges

“o

| setihon of cotton

|'|l|||uwog:2=aagd||ll

g S§RGR2RRERAS
&

......................

.....................
- .

, 1980,

Bepeat of the British Trade Mission to Byypt

Sowrces : A By, L'lnceatsle du Ceten on Egypte ; Joums) of 1he Mixatyy of Cemmence and Indestry ; Annwaing

Bratistique ; Department of Overiens Thade, fperts



v L B0TITE CONTEMPORALNE.

and 1937 showx the gradusl growth of home preduction of textiles
and its impso® on imports, Is 1928, we read that the local cotton
industry was still in its infaney and could not be said to compete with
imports. Local competition appeared as a fastor 1o contend with in
1933, In 1637, it was stated that lecal mpnefacture Bad sequired
a virtual mowopoly in “heavy greys”™. '

The process of industrialization has alo been marked by a greater
degree of processing of locally produced raw materials both fer home
comsumption and for exports. Thes the hoae consumption of ginmed
cotton rese from 78,000 cauturs in 1981 to 706,000 cantars m 1089
and the quantity of cotton seed crushed locally increased from I 484,082
ardebs in 1902.1533 to 2,142,000 ardels in 1OS-1958. Moreover,
thuwuninmmhthcpmdudionolwiumhlumhtbou-
pasding chemical indestries. This sometimes invelved the tapping
of sources which, owing to distance froes ports, wosld not have been.
exploited for axport, eg. mognesium suiphste and amomium rel-
phate from the cases and osustic sods from the Natroun valley and
Hosk Eiss,

Table IT shows the course of imparts of some of the major com.
modities sinee T34 The average figeres for the two yenrs 1928 and
1929 are incheded for the sake of comparison. But, ia attempting
to appraise the economic effects of the various protectionist devices
from an examination of these figures, it must be borne in mind that
during the thirties the loog-range downward tzend of cottan prices
was aggravated by the oyolioad fall after 1920, Ebo vadue of raw cottoy
exparts foll from LR, 45 million in 1928 to LK. 24 in 1950, Awcotton,
and its derivatives acosunt for over 709, of the country's exports,
4 wasno woider that Egype's purobasisg power wandramtinal .
'.l'h.k reduction continued during the thirties as the value of exporty,
ndjosted to changm. in the vilee of money by the apphication of the
wholeaale index mum beg, foll from anm aversge of LE, 40 mdlion s
19061929 to LE. 31 million for the period 19001965, Honee, the
udmm.no nperts in the Intter period cxxmot be solely attribuged
to the unﬂ Mereover, in cossidering the table, it nust be reakized
that the d:m.onm.mm A base period is 2ot & purticslasly happy
one as the realizstion of an mnpending tarifl change was preceded by
a ruh of imports.  Pinally, it must %o remeaibered that during thy
thirtien the popolaticer mervared by = litele over 1§ milkoos,
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The analysis of imports reveals the process of gradual elimination
of inferior commodities of mass consumption, e.g., sugar, lcotwear,
ﬁgniturc and bedsteads, common soap, boumsehold poods and cottoa
textiles of the heavy varieties.(l) The progress realized durimg the
Tecent war points out 1o a protaltle decline in importsof paper, stand-
ardized chemsicals, medicaseents and fortilizets, The auletitution
of home-produced goods for imports is wove marked in the case of
Egypt becanse the urge to industrislize ocourred during the two wars
when imports were difficolt to come by, and during the Great
Depression when balance of payment difliculties neces itated the
curtailment of impoets.

However, the downward trend did not affect the better varieties,
which minister to the mecds of the rich, although the imports of these
osumodities were also bit by the depression axd the general impo-
Verishirent (*) which resulted in the substitution of chvap home-span
articles for high quality imports. Further azd more rationally plaznned
industrialization will, it is boped, mise the general parchhsing power
ard diversify the detrard for manufactured goods of all kiads, incloding
imports of better quality goods, with & kigh incom e elasticity of desrand.
The urbanization engendered by the expassion of industry will Jead
* o incremsed imports of electrical gpparatus, endio aety, filas axd other
commodities favesred by town-dwellers, =

Other ehanges in the composition of Egypt's forvign trade can alwo
bo discerned from the table. There was an increaze in {he import
of industrial raw materish, and semi-Seished goods. Thus, the
expassion of the soap industry led 10 an fneteare i the imports of
“oils for soap manslscturing”, caustic soda and other chesical
ingredients. Expassion in the tannicg industry resulted in iscreased
imports of hides, loather and dyesteffe; that of the segar industry
resulted o increase in dmports of raw sugar.  Rimilarly, there wax an
ibcTosse in the import of yam for textile manefactering, wires for
bodsteads, conl for electrieity geveration and for direct use. Move-
ovvr, mechanization hos resulted in incressed imports of inferval

] mmmq.u-'-‘u,mmuun.
plece eoorosthment Japantee goods 00 » saarked
s T ls A ottt 4 ‘
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of Egyptian produots. Meorcover, the Goverre a1 ts would yot favour
the fint alternative ie., the abolitien of tazifis withir the rrca an
custons detios play an in portant part in their firer oo, .

(2) Other Forms of State A,

Simce the advert of a purely Egyption Ads nusteation, there Lave
been atten pts, half-hearted and piecen eal though 1hey were, 10 exterd
soire assistance to Jocal industries. Tt nay be converient to discuss
the measures taken muder repetate hezcs,

(2) General Soreices—The shortage of warnfactured geods dering
the firnct World War peow, pled the Governn eat to appon t & Comxittee
to study the prospects for induostry sed trade. Upon 1he recon merda-
teons of the committee, the Depoats ent of Iicumitry axd Tredo wos
eatablished in 1920 and ity netivitien have caxpercod eapreinlly siver
its conversion iste o fullfkdped Matry. It cocducts resesrch and
publishes roports of interest to industrialits. It ey a staflof speoiinits
to advice siwall masefucturers ard to Iulp medornize thar plart ard
methods of productics, It has establiked pilot plazts crn odelfae
taries for carpet-waking, wool-weavirg, dycirg, tarrirg sxd ghos
manufacture, acd it delps anall warsfactores by offcticg uedom
mackierery foe sale at reasonalle prices ob the iestaluert syton.
The other nctivities of the Ivportmert imelude publicity ard the maln-

 tenarco of showrcotrs, Utder this categery may be put the cost of

sciontifie roscarch corduected i the two Ul jveraitus ard the subsidscs
to the Fousd Listitute of Scientific Research. o

(b) Railway rebotes—Egyptian State Railwoys pant subetantiel
rebates to local peoducers. Those bercfit in perticalar flrms uslrg
Inrge quantsties of raw materinls ard balky fuel. High freight rates
from ports to indazd destizations afford rome protection to Joral -
dustries, while Jower froights on shignents 10 the perts cxable bocal
pcoducutoomrpd. with in ports in the vicinity of seaporte ard abroad,

(e) Tus Coneessions.~ In 1025, the new Department secured, the
ropesl of the 49), execise dutyonmechanically jroducedcotion gocdm(‘)
Tmports of mackinery and spare parts by the Misr group bave been
excinpted from duties, and expeet duties bave been reducedennvariety

(1) Deparimens o Corumeese 4t lodustey, Aoma] Regort 124-5535, . 38
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of lovally made goods., Finally, the Department wes irstrun ortal
in reducing local rates imposed by impecunious municipalition on loeal
firmns,

(d) The grast of monopolies as in the case of sugsr uxd alcohol.

() Subsidier.—Owing to the special stroeture of the country, state
subsidics have been grarted alnost exclusively to agricultere. They
have taken overy conceivable form fremn direet ard irdirect bosns,
conversion of mortgape<ebts, Btervertion in preduce markots and
export subsidies and puaranteer,  Direct aid to industry in the form
of subsidies has beer corapiocous by ity abwence, exeept on yere occorions
Thate, in 19906 the State cane to the assitance of the Seger Con bire,
and in 1940 the debacle of the Bank Misr was averted by a Large loan
from pablic funds, Ouly two cases of direct subaidies 10 indwiry in
pormial times are om record.  The finit occurred fn 1951, when the
Governs ent granted a subiody, based on the aw cunt of cotton corsum «d,
to the two large cotton mills to erable a dividend of 59/ 10 be paid
on share capital ; moreover, lorge qeantities of cotton ured in the v a-
nufsctare of medium counts of yern were wold 1o the two com panies
om extended eredit at a disoount of P.T.20 per cantar,ss the Governw ent
was then anxions to gt rid of stocks accumulated as a resslt of the
disastrons policy of intervestion in the cotton markit.{?) The other
example s that granted to the Socifté Misr pour le Cinéun which
reveives & share of the bettisg tax.{f)

(f) Zoans.—The provision of losua to idustry is discussed else where.
Tt is significant 18 vote that gusrartecs of interert snd principal bave
only been pructised once, when the Government guarartecd » Joan
of LE. 500,000 to & large busMirg company.

(B)thcn-am Govermwent conlrects~Last but by ro mears
feant, is the greference given to local indstries in Goverrn cnt ad-
judications. The importacce of this 1 essere lies in the fact thot the
Government and its esterprises are large buyos of nanelactund
goods of all deseriptions. The process began early in the twirties
by attempts to stop the then prevakont diserin mation sgainstEgyptian
goods, A ciroular of the Ministry of Finance wrged Govepnment

(") Departesent of Overscas Trade, Ecosimio Corelitions in Fgype, 1023,

Marativn mist also be of the subaidion graated 10 the two steam naviga-
ﬂm‘“.“
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Departs o ta 10 retr ove from terders ary specificstiors likely to lead
either directly or indirectly to the exclisicn of hone predects. The
msistence on foreign brsids ard tiade merks ard the listirg of re-
quiremerts which could be satisficd by foreign geods oxly wire dis-
couraged.  With a view to givirg local producers ar iritial advantage,
the system whereby ismported geods were ixvoiced to the various de=
pirtrerts at OLF. prices ex-eustons dutics wes discor tin ved, and
duties w.re ndded to foreign quotatiors before con gerion with local
tenclers, In 1924, the buying departexts were exterted to favour
local goods when their price and quality were copriitle to forcign
goods. Tn 1900, preferorce in Goverin ext terdes wes given to local
goods even when their price exceedod that of in pests of siu.far quality
by 100/,. Mozeover, it was decided that re forcign terdas thould be
resorted to whenever goods and services could be procured locally.(*)

(3) Prospects,

The above analysis abows that, except for the tarifl ard the pn‘w.

rence given to Egyptian conamoditicn s Govenpp art s juciations,
state sid to industry bas heen veghighle. The writinl «ffcets of gro-
tection, by raising the = argi al eficincy of copital, have wrconbtedly
been fovournble to the growih of ledastry, Hetoo extorprercurs,
even in those bennohes which have passcd the i faxt stage, sve clam-
ouring for nore protection(®) ueder the pretext that the officec yof the
presert speeifio dutics is row reduced by the high price of in ports.
Textile producers are urgirg the costiruation of pootection because
of the fact that they areforced by Jaw to use high quality Egyptian
cotton, while thelr Jopatewo nrd Irdisn congetiters vie chapa
cotton. Morcover, many irdustrics, staxted wrdor the antificisl atis
mulus of war-tine searcitics, are denandicg additia sl peotection,
as tho resumption of trade on anythieg hke the pre-war lovel would
threaten them with con;ph\u extinetion.

® Now, “in an sgriculteral ecoramy the difbeultion of beginming
way wako an indestrial firm's private wasgiral product sigrificastly
lower than its social marginal product, std 16 make up the diffirence,

(')Mmmu‘“m:“lﬁ;hnm’-n. from the
Federntion of Egyytian Indsirics bas secured thelr strks

) Comment on the Bpawh froes (ke Throne, L'Egypte Indwieielie, 1945, Vo, 1L

£ e Iu"", >
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protection or the puyn ent of subesdics = ccoronically jwetificl!c."0%)
Moreover, owing to the plight of rgziculterc erd the cortizree gaonnan
of population on the Fard, it is recessary for the Govonnat te hlp
aocelirate the rate of grewth of puivete iscuatiy,  Bxt it jnavln fted
that state 2id slould be zarted iv o lesdaphemsc wiy. A special
board should be set-up to exanire the clriv s of ircwmtry an e to or s
that antiquated techrigees, high costa ard wansperial imsflicicrey
are not porpeteated bebird cracorier 120 beiricis, , Tke mere 5o
that the effict of exiting protection g ight be null o, er pantinlly
neatralized, by rising coats under & sehen o of alleovrd protection

To allow vome of the war-tin o industries to servive would be disastrons
1o the intere ts of corsun ers, wherens their exiivction woeld yot darm
the entroprenewrs concersed, ax their capital hax been turtied-oves
many times since their inception.

In any future policy towands industry protection should be resorres
to sparis #ly while more refiance should be placed on the tyge of aid
-t.mboompemum the enterprereur foe the abseree of exterr 2l cceno.
mies. Attention should be devoted to the exteraion of techeical
educution and assistance, the cheapenirg of greduction ccats thacegh
the provnm of chosp credit, interest guametecs, the ofatlialo emt
of tradirg estates and the advancement of researeh on the use of lecal
raw watenals, Morcover, there ix stroxg cave for Jower trregent
costs ard for reducing the very bigh excise duties on ® anifactured
prticles which ralse margiral costs aed restrict production ; the
rembssion of fmport duties on wachisery, spare-parts axd essrtial
raw-materials woeld be & potert incentive, Theto is ako s atrong
anso for sabsidizieg select industries, includir g the iwpeatazt anall-
scale labour intes sive sector, to rajue the productivity of labour therein
by sappiying them with power ard teols ard to help “"“’"M
weres. Fically, the centealisstion of Governwent buyitg would
emable the placing of long-term bulk crders with Egyptisn G,
theroby helping redoce the wncertsinty they face. |

. -

It is proposed to ssy a few wercs alest the taxation of indwstry
m Egypt. Until their abolition in 1907, the Capitulaticss cor fesred
upon foroiguers far reachieg privilegos axdie »uritho relodie gextrs.

(') Dx Servroveny,*A Boconuidecation of the Theory of Tarith * Reciew of Ecoscmie
Mnlios, Vol. IX, p. M4,
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teeritorial jurisdiction. No logidution affeetiz their intesvats cowld-
be enscted without the concagrence of the Geperal Lwenhbly of the
Mixed Comrts. The Capitulations were itorpated in sech » wax
that foreigners coukl rot be made to pay & veW 1aX or &n inceased
rate of an existing one without the comment of the enpitulatoey yowers 2
and the refusal of anyone of them wassufficient to jettion any proposed
fiscal niessure. The 1108 treaty between Grent Britian and Egypt
declured the Capitulatory Regime incon patible with Egypt's adepen-
deneo, and Hin Msjesty's. Governzment pledgrd ity support in secerg
its repenl. At the Montreux Conferesce of 1907 the privileges and
immunities of foreigrers were swept away, amd ke Goversarer ¢ regained
the right to initiate fiscal lagialstion applyieg to them witkout prier
consultation with. their governsents.

Under the capitulatiors it wes fourd v possible to lovy inocas taxes
of any kind asd the first attewpt to tax pro ity from. connence sad
induatry camve in 1959; It wax vot a general incon.e tax on the Britih
pattern with » stardard rate, o surtax rste and 3 wale of exorn plions,
baat  series of taxes on variows sources of incone ; ard o attew pt ban
yob been made at progression on the basis of the tetal lrcon o of 1ho
rocipient.  Sinee 1940, the tate of the tax on commesciad ond irdustrial
profits has been 13.200f, Morcover, during the war thény e A
excuptional profita tax, to be' topealed within one yeer of the sigratire
of the pence treatios.  Though the tax is steoply """m’..‘u’ M&’“ %
T09° on that portion of the exvoptional peofits whih ¢ B
709jo of the basic. figure, ther are liberal provisieus for FeacERe 2
suy depreciation i - lun of gods boeght affes Jenusry

ny o i the invertory Valks 45 Jd arackmery.
1940 aud for the amortization of wm:;.'::: :t:ﬂo to doulle

. ’ : W

e e s e SR8 S
’ ‘ ' w
profits tax and 604, :f f:‘ E.P.T. p;yabu;"‘,' poe gt J

While the present rates, of taxation @ i tax, mcver e lromn
high.it must b!c'rec:aabutd that, ‘l?""::n .;:ahwl::‘m This wiuatin
agrivaltaral exploitation i L0 SRR ot o B pese sidition
shiradd bo remedied,and eare shOWE S 00 i of taxes ont in-
buscens on indestry at this early ""';,u.»' 2
dustrinl profits in the ceeeof rew ST HE L0 )l taantion of in-
stinsuliss to. industril investiren® U o o gy Cestrul Governe
duntry shoull be abolished azd @AM Ly o ermert. Saance
ment should valen. up: for: e dedit e
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y I the country favours a policy of attmoting foreign copital on a large
scale, the vexed problem of internatiosal double taxation should be
solved by the impoaition of a lower rate on industeial profits accruing
10 resilents almond.  Finally, the exemption of governmest securities
from all taxation presest and future sbesddjbe discontimied wo as to
imcrease investment in industry andtr sde.

A very promising field of state-aid which it i proposed 1o dicuss
% some length is the provision of cheap power to jedustry.  Jlitherto,
imported eos] has been the main sowvee of fuel and bigh costs have
naterally tended to retard the growth of industry, especially where
el is an important cdement in total costs. The unit cost of clectrie
power in Egypt is high on account of monogoly asd the snall scale
utilization of existing cagacity, Hener, high costs ave indueing indus-
trial firms to destal their own power generatizg plonts, and the million
HLP. installed in Egyps is to be found in 25, 000uxits (average 40HP) (3),
In the last few yeurs the istersive exploitation of cilfields in the Red
S arwas has resulted in som e substitution of ol for coal, and the process
was m&:m«l during the recent war,

The genemation of hydro-clectric power from the great dams asd

""}"‘9&“ of the Nie ks hitherto been negligible.  The most impoetant

project, that of the eleotrification of the Assuan damw, has been the

sebject of jnterminable studies, procrastisation ard intrigues since

its annowncenent as a practical proposition in 1012, Plses for its

exeoution weto laid down in 1902, but were postposed indefinitely

i the coomomy camypaign of that year, Aftor the recont war the project
was revived und, in Jauusry 197, the sum of LE. 10 million was,
appropeisted out of the General Reverve to firance the schetme peading

the bowe of an intermal Joan, Barring usforescen contisgencies it

P expected to bo finished by 1951, ()

The projected power installationg will have a capacity of 450,000 HP,

: They will supply large rural areas with electricity and, through the

establishment of pamping stations, extend the area of percamially

irrigated laxd by abosr 230,000 acres ; but its main objects are twolold.

The first 1s to provide power for a large elecrto-cheaical plant for the

M) A new schems, now wader costkderation by & groep of basizenzes,
eavisages the waification of exisiog nadertakings throagh & syviem.

(3} The Assaan Dars Scheme i & part of the Five Year Plan of Capital investzent
In trasepoct, sgriculiese and indastry insapanated by the presest Governmeea.

e A
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manufacture of nitrogenowa fertilizers to supply half Egypt's anmual
requiremonts of between: 600,000 and 800000 tons. The other i to
areate an eloctro-petallurgical induestry based on the nossulphorows)
dark hematite oro near Assuan, which is rich in iron exide, the contents
varying from 55 to 889. (%)

Oriticism of the proposed soheme, however, has not been lacking. %)
It is alleged that appeals to mationalissm kave prevented a thorough
and dispassionste study of the techsical problems involved. It is
also alleged that the dam was criginally buslt for irrigation purposes
only, and it would be costly to adapt it to the generation of power,
Owing to the High Ratio, ie., the relstion of the height of the water-
fall ot the poak and at the trough of the flood, the produstion of power
during the months of high water would be very much below the yesrly
average, snd to geneorate electricity all the year rourd wonld cance a
high mte of dop«eiau'o;: to turbize blades owing to the high mud
contonts of the water. It is also alleged that the waes to which the
power is to be put have enly received seant stmdy, and that the area
around Asusn is not favosrable to the developmont of modern industry,
while the northward trarsmission of csrrent would be costly, The
Crities seem 10 be in favour of the erection of n number of thermos
dynamic plants using bome prodeced eil, s the kilowntt-hour rute of -
such sehemes would be smaller.

Althosgh the writer is not qualified to provounce on the yalidity
of such objections, he cannot help detecting in the writiegs of the eritics
an exoessive prooscapation with the profitability of the seehme.  Even
in the US.A. an azalogoss multi-purpose scheore, tho T.V.A. called
for revenses “rot at once bat ns soon as practicable ", Looked at
as & scheme of irrigation and developarent involving the erection of s
short runge trasemitters, the estaliisheent of tradivg estates amd )

pilot plasts and financed at a low rate of interest with 1o part of the L5
origimal oosts of the dam debited toit, the scehme would be advantageons
in the long run.  The rise in productivity and employumnt in the area

[¥) 1% b sstbmated that there sre scemo 15 millhon tons of Ahis ove | Sor Rapert of the
Goodwill Trade Missica te Egypt, 10461964,

. An tmportant artisde by Professce ia the Jourma! of Engiveers,

G ZD.MII In 1947, the whole

Mareh IMO. Zoeado M, A, Eu .

IIMU;‘&‘ ”&dbbpﬁdmdo&h“m‘
commitice s

setallugle isdutry, X <
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will inoreane its taxable eapacity ; and in the caleulus of state onterprise

ane must take in conriderstion the favenrable offcets on pulllio revenoe

of the extersion of celtivation axd the hirth of new ipdustries. More-

over, in gauging its cffects on employnent ove mwst take in consi- p
doration the secondary and tertiary effects of stute investy ent and A
the gain to existing industries. Fizally, the we of a substantial part

of the Reserve Fund in the electrification schon o slould 1ot s new

prececent for large soale state investment, ont o com munal saving,

in dovclopoent schemes outaide agriculture.

The mcasures hitherto taken by Govesnient to belp industry bave
beers fowrd, on examization, to be deficientd, and fusther avd more
potent fores of stateaid bave boen suggeated. Thee nessures include |
the provisen of chesp credit, the establisharext of trading eintes |
snd nural houske g schemes, the provision of cheap power, the extension
of technicaleduration and the grantizg ol subsadien sand tux concessiona,
Thear adoption would Jower the cost of capital procuren ent and incrvase
its msegival productivity so that the level of industry woald be prevented

oo ronching cquilibeinin st the peaent low loved, However, memy 5
stute aid to industry i o bacloward country like Ezypt is vot sufficient ‘
o solve the problem of poverty, and the roed m urgent for o balanced t
sprogiar e of mdesinial devolopaent to be initsated by the state,
These world be nothing new in sech & progranice as state enterprise
had been the rule in wineteenth century Egypt sud the Railway sys-
1em s alate owned and eperated, Sy

The over-powering need for an anlitious dovelogment programme
urmes from the existence of & large and steadily gowiny surplus ag-
rorian pogelation Lving usder cunditions of duguised. unen pleyront,
Althosgh there are ro statictieal iedices to prove llg existence of
ower-population, in the setse of & falling notioral ikcou.o puxcapital,
the followit g iudices ste adduoed to gaove itorented precsure on' the
baul, ard the erzergence of dinieshiag physscal wrd value metumg
in agrimliure. Between 1907 and 1947, the population mcreseed by
over 7095, while the cultivated aren tenained stationary at areund
5,900,000 sores.  However, owing to the n ild climate ard 1le svaila- f
Kility of pereneial irrigation son e aress rew yield twe or cven thres

e per yoor. Yet the so-called erop aten hos 1ot kept pace with
u.‘umbofpophﬁa. and the erop aren per capita £l frow: 0,67
acre in 1907 10 053 in 1037, Cousequently wostal the ureose in
“ghe “occupied population ' between the various cenwes yoars wend

PPN
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into agricultare; betweon 1927 and 1937, the getive population incressed
by 850,000 of which 752,000 went to swe!l the recly of sgricultere,
Taising ita share in the sctive population from €79 10 719%),. Furtha-
more, thare bas bes & ateady merease an the mmber of woadgot holdings
{2p o 1 scee) and & reduction in the nverege bolding., Betweon 1907
and 1957, the nesmber of holdings o one acre or been reme from 788,000
to 1,710,000 while average holding in this category deli fice 047 10
0.41 ncre.  Threnghout the period however, the 1 wanber of lasge holders
owning more than 50 seses fluctusted between 12 axd 14 thomard.
Their hoMings row umosnt to 4004 of the cultivated arca.

The limited imeteane in resources has vot been counterbalareed
by any substantinl tcrease in agrioubtzaal prodeetivity. Botween
1005 anid 1947, Abe general index of agrionitsyal preductaon ironused
by 894, only as eomguared with a 409, increase i popelation @)

wer, inompany with food axd raw material goeducing courtries
Egypt has boen weffering freon an advesse movemert in the tares of
tende with dndestsisl coustrics, Tt bas heen entimnted that botween
1876188 and 1506-1907 prices of prinary products {in gold) fell
by 4569/, tut those of magufsctared articles by only 2195, In
Egypt the vulue of the cotton crop,inchuding seed. fell from un avernge
of LE. 50 saillion for the period 1920-1624, 10 LE, 44 million for the
poriod 19251929, and to loss than LE, 20 miflion fn 16301904 whale
the ares wnder cotton remnised substartinlly uncharged aroed
1.700,000 seros, despite some atfompts at divenification and the sab-
siization of estran fruits axd onioas.(® Owing to the rapid progress
in the peoduction of artificial fitves and the probable extension of
ootton growing in the USSR, South Awerica, the Middle East and
the British Bapire, it ix not Lkely that the future counse of cotton
peices will move substastislly in Egypt's favour,

Tt is sz linsttod therefore that the only way out of the Jrewrt womss

of poverty a b teander of o sulstantal part of the sgriculturs] po-
pudation to secondary and tertisry ocoupations, thereby inaressing the
national ‘moose axd raising the ratio of land and capital per sotive
workor un agrieubtere, Now, the posaibllivy of rmnarkable dhanges

)} = The “ piteatial® (rcrease n 1 In very great as mortalily
ﬂ".-thq-ﬂ“ u'm.hpu-. o
(") Loagus of Nathons, Inbwtrialization aad Parelgn Trade, p. 06

(%) Thevalon of the cotton erop #1 1007 was LE. 27 relltine.  Tn'thatl ywur the ares
wmwwmmu
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in the cocupational distribution of the pojmiation i aply demoxs-
teated by the experience of Japan and the USSR, (The sharo of

population deperdent on agricultuze ix the USKER. is estimwated
to have fallen from 789, in 1920 to 679, in 1960 and to B4 9, in
1059). The indexel mansfacturing activities in the USSR, and Jupan
stood at 774.3 and 528.9 respectively in 10561908 (1913m100) while
the world average was caly 185.(3)

The order of magnitede of the required tramfer s xot casy to es-
timate with any semblance of exactitude. For axother interationally
depressed area, i.e. Sowth Eastern Europe, Dr, Rosentein Rodan(®)
estimates that the “agrarian excess population ™ amounts te 20-26%),
of the total population. Applying the same mtio to Egypt we would
reach the startling conclusion that of the 19 million inkabitants (1947)
over four millioss wre whelly or partislly uremployed, and stosld be
moved into secondary and tertiary occupstions within the npexs
decade or two. Morcowr, during the rext twenty Yyesis, soumisg
constunt rates of fertility ard mortality, the populatice will increase
by something hike six million. Tt would, therefote, be mecessary
to find alternative eanployment during the pext twinty yeas for 4000,
of the combinod figures of the present surplus | opulation ard the pros
peetive natural {ncrenso uir cesting in all to 4 willion, ie. 400,000
new jobhs annually.

This estimate of agrarian surplus popuhmn seemrs oXngerated
when the special circumatances of Egypt are taken into coraideration,
In the first place, the optimum number of workers per acre is higher
in Egvpt becsuse agrioulture dopends alnost entirely om irrigation,
and the extension of perennial irrigation enables the cultivation of
the same plot twice or three times annually. Secondly, cstton which
ocoupios 2590 of the crop ares in noroal years, is a highly labour
fatessive erop is its caltivation and sulsequent processing. In 1903,
the Misistry of Finance estisatod that an acre of cotton mecded 41
man-days and 668 boy-days, while whent, barley, beans, fentil and
bersim roquired between eleven and fifteen man< «y» and between one
and threo boy-days, Thardly, the soil is bighly fertile ard the yield
of cotton per scte is more than dosble the world aversje . beace the

(‘lm 130 aosexs.
dlﬁuumw Freuomio
Jenrnal, Funo-September, 1WI, pp. 204210,
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land can give subsistence 10 move persons than the loss fertide Balkons.,
Fually, 1e percentage of occupied persors engaged in agriculture
which was 71% in Egypt in 1967 was lower than that of Roumanin
(789 in 1930), Yugoslavia (79%), in 1901), Bulgaria (807, in 1934)
or Turkey (829 in 19056). On the other hand it is quite possible by
reclamation, irrigation aed scientific research to increase the cultivated
and crop areas and 10 raise the level of agricultural productivity.
More intensive stilization of the dams and reservoirs on the Nile will
restare the festidity to balf a million acres of desolate marskes in North,
ern Delta,  New peofects, such as the heightening of the Assusn Dam,
the bailding of dams on lakes Tsann and Albert and the clearivg of
the Sadd sres on the White Nile would raive the prevent 609/, ratio of
utilization of Nile Waters, thexeby enabling the reclam atios of arother
half a million sores in the Delta,(t) asd tho comversion of » million
neres in Upger Egypt to perennial irrigation. The establahoent of
powerlul dramage wiations would reduce the level of sub-termarean
water and restote the fertibity of large tracts in the Delts. It is also
pomible to introdece vew crops such as beotroots ard flax, ard o en-
arage the plantation of large oones of fruit, bersim, vegetables and
sadical plants. Fiaally, ismprovements in hygieme would incresse
the peoductivity of the remaining workes in sgricaltute while the
eradication cf pests asd & more rations] uwse of fertilizers woeld subs
stantially erense crop yikeds . ?)

In the Tight of these considerations the estierste of sgiarinm over-
population ks Egypt might be reduced, so that the num ber of rew jols
required every year would be in the neighbourbeod of 150,000 active
wotkery. Our peoblem is to discover pow openisgs to alwerh thens,
ard in the followng rome tentative sugpwtions are made. It s possible
to incrense the geoduction of fish by wodernizieg the antiquated equip-
meat of 1he fshing saduatry.  The tourist industry could be expanded,
provided rew Botels are bt to cater for the vew clais of tourists
who, at present, cannot affoed the geices charged at tho seper-Juxary
hotels of Cairo udxsn Baypt. Ming i another fruitful field
of expansion and 1he is urgent for an exhaustive geological survey

The caphotation of the roclaloved lards may require the fzangeration of
:%mﬂnhﬁua”dpmh:x.m eongmted atcas
”ﬁo..nmauumdumwm-hmi
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of the deserts bordering the Nile. The reeent devclopment of cal-
fieldwin the Red Sos aven has lod to au increase in the output of crw'e
meinoral off freen am average of 14 =illies tans before the 1909 war
to 1 14 willion tons In 1805, and further iscrenses 2vo confidestly
expected. Furthernare, the [nougurstion of a googramme for
yoboildivg the tawn sdums and the 6,000 villages whioh s1e a disgrace
1o the country wenld cause n large expansion in the daalding and
huiMing matetisls indutries,

In the fi-dd of varufacturing industry proper in examination of
the st of it ports Tor 1938 belgs ia indicating the lines of fituze ap-
proach, The mwoat jmportant single iterr of jwports was * textile
waterish and nanufacture (incddodirg clothing azd sacks)" which
l’t"}l"kd 1o LE. 71/t wiflen ous of a total of LE, 37 williee, Al
though suare progeess in the spinnizg and weaving of e yarrs has
b«p irade, the Twlk of local productios is of the coamser varieties.
Owing to the preent eor hargo on the import of foreign cotton Jocal
peoducers are furced fo use high grade Egyptian cotton for the wanu-
lnm of conrse counts, and it would be advialde to sllowthe mmport
of Indaax cotton to be wixed with thelorsl fibee, Tt has been estimated
that Approxivately theee o i'liom cantars of cotton wesdd be needed 0
# et the requiresrents of Egypt end the Middle East ; such & develop-
west world require trelling the presesmt spindlage capacity. The
muflct_um of cottem thrend amd sacky, the exparsion of the seed
crushing #dutey axed of yowp-x aking a1l depend on 1he booal crop axd
could be cacily expanded. Other possilide industrics are fertilizer, loots
snil xhoes, paper, pottery, ghaes, light sretalimngy, aseerr bly phats, the
dairy induxtyy and the packing, debydration and canning of agriad-
tural products wuch ux dutes, citrus fruits and vopetables, The ex-
paneion of ofl production way be fhe hasis for an eslanged chemical
imidustey working e Jocal naterinle and an imports Srem Palestize.

Bt the choice should by no maears be Kimited to prodwetion for
local consumption, As costs of production am redzced after s peried
of sitial growth, exporta 1o adjacent ecuntries shouhi be undertalen.
The nbove programse of state.initiated enterprises would perform for
the stagnant ecorotny the well known functions of pum p-peiming
leading e the crestion of secondary sl tertiary «mpoyn et and
the rise of crafts complerrentary to, rather than competitive, with
modern wreckavized nduetry. Tt abould he added thet in wpplying

.
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the comparative cest snalysis to Egyptian conditioss, sccount sdould
be taken of the fact that the opportunity cost of wost of the labour
required is negligible or nil, owing to the prevalence of totr) or disguised

unesmplo ymest,

In order to avoid weste of resources and to evwnre that domand
will be fortheoming in suficient volume 10" justify large investment
in plasts appreaching optimum size, it would be advisable to co-ot-
dimate the Egyptinn pas with that of othor Amb countries untder
the auspices of the Aral Leagwe. This woull also exwure that the
cconomies of the wdjment contries wonld be complementary rather
than competitive. Aswome of the Amab lusdy are spanwly popalsted
sl There ix voason to believe that an optimue utilization of resoarces
Teqites some transfer <f popedetion btwoen them, the Leagne should
propare comprebetaive schemes of subsidaed sigration in eonjunetion
with developmental schomes in Mesopotamin and ehewhere.

‘Tho ambitions programme of development outlined nkove should
aim at transforming the country withis a shart space of time lest the
natural incresse in pogralation should offaet the increase in the rational
meome. In gauging the possibilities of its sucoessful axecution two
formidable bottle-necks come 1o our minds; viz - the Inck of technics)
snd managerial skill and the dearth of capital equigament. The finst
wosld be overcome by a rapid peogramme of edueation on the fines
followed by Japan, Turkey and the USSR, This, coupled with
technioal sducation will tond 10 increase the supply of skill and redece
the present high peraninm attached 1051, The nuclous of the ne w lakosr
faree is to be found in the vast nusmber of tochuicinns who received
some training in the workshops of the Aled Expeditionary Foroms

durizg the recent war, and in the gradustes of techmica) schood -

who are at present rotting s clerical jobs i the administration. The
period of traduing in industrial art schools could be reduced by eli-
misatimg the unnecosary subjects added during she Great Deqiression
when it was thought advisable te Jengthen the period of traming as
a measare for vembating wumployment. In the building indostry
mohile Jabour wuits eonld b formed, while village Inbowrers could
be mobatized 40 help build ther dwellings. The supply of skilicould
be incresed by porting foreign weekers from indwctriolysdvanced
countries and frem the diplatal pessors’ cemps in Emope, O

- it .
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the mmnminl':ide uso abould be made of the large number of eivil
servants who had first hand expericace of business while scting as
sequesteators in Beminesses owned by ezemy aliens during the wor.

The other bottle-neck s eapital. In Mr, Risenstein Rodan's cal-
culations based o pre-war prices,a sumi of £300-350 per head i required
for investment in indestry, housing, commusications and public uti-
lities. Tbe annual net investmest, ie. exchusive of the sums required
for maintaising capital istact, would be L.E. 4050 million over the
next two decades. But here, again, the volume of investment per
bead required in Egypt may bo less than in the Balkans ss there have
been large investments in irrigation and transport, while investment
in power genezation is redwced as 1he dams and barrages ave alresdy
there. Unlike China and South Amezica the inhabited area of Egypt
s compact and, agart from modernizing the rosd system, there ks Do
peed for large investment i transpoat,

.Tb? development programme could be fsanced from three sources,
¥iz : interwal savings, the sterling balances beld in London and foreign
botrowing. A substantisl yurt could be got by disboarding and the
mobslization of seall savings for investwent in industry. As in the
PAst, state investorent could be financed from the budget surpluses
axd from the aceurm wlatod reserve furds s oswting to LE. 23 million
1957, As the volume of bending 1o puivate sndestry is vot Likely
€0 be large fer a long time to cows, the Governirent should borrow
in t_lm isternal markes t¢ finance the rew paojects at low rates of interest,
while the Industrial Bank woeM provide mwedium texm eredit 1o ine
dustry and the municipalities, and gearantee their bord imues. A
first step, bowever, is to combat the present inflation by blockieg
part of the purchasisg power, deflation of peives and profits deva-
luation within the framework of the Brotton-Woods Agreement
or & combinstion of all three metbods.

The foreign exchange requirerents of the plan are Eot etay (0 (8-
timate. Many pevjects such a4 the bousing prograemmo and the ex-
tension of irrigntion works do rot require expensive caputal equipment
from abeoad, avd mast of the eapital required for them resolves itsel
into payments for wages and Joeal purchases. On the otber hand,
equipment for industry has to be snported owing to the nkeence of
8 machize tool isdustry and it will be necessary to increase the imports
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of foodstufls to raise the staxdard of nutrition, According to Mr,

“Tulte.(?) imports of capital geeds into Japan during the first decade

after 1900 amounted to 4094 of total investirent axnd some such figure
could be reckosed with i the case of Egypt. As capital equipment
will be the major bottle-neck, measures to econamisg its uze, o.g.the
istensive working of existing cepital equipment prd the wscof double
or treble shifts, should be resorted to.

The prospects of drawing on the setting balances nceusulated fn
Loedon, £ 435 million appreximately for the frarce of purchases
of capital goods are row dim, ot lesst in the wear future. However,
part of these balances may be released for imn:ediate use. In contrast
to foreign boans this source of investible furds does rot give riseto the
probleas of repayment asd transfer.

Finally it will ke pomsible for the Egyption Govermentto borrow
abroad with or without the guarantee of the Internatioval Bank for
Reconstruction. In this respect, Egype esjoys many advantages over
other intersationally depressed areas, Thiro ate ro feamx of ia 1w edidte
internecite strife, The country’s credit standie g s high and the yield
on Govemmel securities compares favesrably with that of other
comntries. In the last comvenvion operations of the Natiosal Debt,
which incidentally does ot exceed LE. 90 million, the rate of inteest
on long term securities was 3 114 9y, and even in the worst days of the
Great Depeession Bgypa did not defaplt on its extersal dobts. The prol-
lem of securing ndegquate loreign currencies for the ser vico of the oxtecral
debts is made easier in the case of Egypt by the fact that it has is cotton
an jmportant crop with & world market. Moreover, the exploitation
of the oil resoutces is Likely to yield additionsl fesreign eurrencies,
while the programire of olectrification, the we of oil and the loeal
prodection of fertalizer will relesse focvign curremeies for the yrarchase
of capital geods,  Bome capital equige ent willfurthermore be provided
by foreign concesns who desire to participate in the capitalization of
the new concerne, The successful exceution of the financial plan will
necessitate the imposition of come weanme of exchenge control and
licetwing of imparts to erevere that the procecds of exports sre rot squar-
dored in the purchase of huries for the fow or i catontatious spending
abroad. .
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The execution of the developmental plan reguires the gualitios a1
initiative and lmagination, Tt is the test of whether the present
ruling clasges are to rewain in the privileged pxuition they oceupy.
It offexs them a chance to break with the lothargy of the post axd
to serve the impoveribed masses. It is their opportanity and their
challenge. Will they rise 1o it t

-
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