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REGARDS SUR .’ECONOMIF ISRAELIENNE

Dr ISMAIL SABRY ABDALLA

peupl
d’Amériqus Latine qu-gient beancoup & apprendre d'Igrpd » (1).
Lﬂpimmpﬂqnufonthputdnlammdn.mﬂuno
mtmmtpul-eafﬁtnqmn‘taufand.

Ia&:onomittegnmbetquldnraiamatmlupnmim
Lntém:a&.hcumiue:lehiun-fandédamqtﬂémnnadu

aouruuiunéhmnu,furmttmplongtempaﬁﬁv&,dlmhm

(llﬂhtr&ﬂi,lnclam';llodﬂmut.ﬂo.mup.m



Depm.le-old.mhﬂmmltmbiﬁdutemmm
m&jmutduquﬂﬁﬁmm::m dcitn fertibe,
upe Otroite plaine cbtlére an zol mablonneux et quelquced vallons
unfondmd:m]’.amourmh es sont wmgubs-
mmmtﬂnﬂtbaa:bjhlﬂp}uica.mntoutmmwtmmtditer-
ranésnnes, d'octobre & gvriL Les travauox d'irrigotion (xtreme-
ment coftoux ne permettent pas de récupérer des vuited

prtx&amimt.utpou:camuﬂ'gptuqﬂtmomu‘nmm
mumum@mhmumwmm@maqm

années sux techniques les plus
modarnes, peut fournir des chiffres mmer précis domy o0
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objecti 8 qu'd des soucls militeires (o sont des
postes pvuncéa toat Ip monds est drecs® 2 l'emplol des
armes ; [Is roldvent du rwsts duo ministdre de 1a Défenss) et de
propacginge. D'ailleurs leurs poids dans l'économie lsradlienne

ext ndgHgeahla,

Deng ces condittans, on voit mal un développemsnt tnduatrial.
L'énergie felt défant, ainsl que les matidres premidres; le
sous-a0l est pauvre ot la terre ns comnalt gudre das cultnres
industrielles {(comme lo cotan, la canns-d-sucre cu le tabec).
Ansdl rien de surprenant, of Ia principals indostrie d’Ierail est
la toille du diamant Mala c’est 1A le type mémae de I'indnstrie

i sux combinaisons
t ds I'Afrique de Sod ;
le diamant taillf est commercialisé par les trusts d’Amsterdam.
Notons eu pasige comblen de ce falt la lzxraétienne
doit faire preuve de sollicttude A I'égard des racistes de Pretoria.

I est vyral qularull a tenté de promonvoir quelques
Lndmtﬂmlﬁgiuu:(appardlnélwtﬁquautélod:miquu,

Géveloppe-
mant do cem industried se heorte & l'exirdme é&troitesse dm
marché L'industrie lonrds n'exists pratiquement pes

II) La dédpendamos & Pégard dw capital ocockiemtal.

]
v
E
i
3

Les duz commeros evidriowr faraéHen aomt
mingullérement tricen :
Annde Impartetons Exportations Desfcit Import. ¢k

Expourt.

1049 3204 30,9 2805 129
1980 2084 36,0 2415 135%
1634 288,85 881 1884 30,755
18558 37,2 91,4 2458 27
1854 3784 1071 2713 285%
1864 828 80,7 4588 44 5
1065 8223 420,1 393,1 5215t
1688 8318 5033 319,13 8050

(mmm}andadoﬂan,I.H.FﬂFTmciaJmﬂ:tlcl)

-1 =
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Deux oonstatstions s'impossnt Primo, la balance commer-
clale d'ImEleuthcmjoumd&ﬁdtntre.dhnleurrﬂaﬁm
dnd&ﬁdin‘eltrﬁdtﬂtu,lawleurlmcﬂuoatenangmunhﬁon
constante. Secowdo, en déplt de tous les efforts du développe-
ment, e exportations dTarnfl n'atteignent pas 6057 de sed
tmportaﬂmu,coqnidgniﬂaquonileﬂuxdmmpimmétn.n-
garuquimmhd&!dtvimthtaﬂr(aumomﬂs'ﬂutr&hjt
d'uns maniére appréctable) le pays scra asphyxié.

Iamnspor&bmdampormiiame_at&@tmrdphﬂ
significative encore.

Année Agrumes Diepmants Agrumes + Dinmants

1954 365% 19,5 54,5
1965 3455 21871 58,3
1960 5% 7,5 525t
o - o e
1964 17.0% 30,551 5445
1965 20,95 85,85 58.7¢%
1066 17,65 87,65 55,275

On voit tout de sumite que les agrumes et les camants
tallldn représentent constarmment plod que lo moltiéd dcoy
momﬂomméummladimmtuhmmulsmmptm
pourplu!&oﬁﬁ%.Of.onlvummblmmttoin&ustdomnqua
deba.aemt&ﬂa]lndnmlopayuetqu'ﬂeutmnmw.bkqu‘el}c
puluedh;n:aitro{nipn:uumplul‘miqmdusﬂdcﬁaitn
propre industrie). Le seul prodult d'exportetion de quelque
importance demeurs les agrumes, 08 qui prouve qu'lsrall
mmptachmmdmm.tmml'n.gﬂmﬂtnm(etmﬁmulamnno-
cutture) commse un vulgeire pays sons-développd (1) larsquon
ﬂmwmptudmnrvimhd:weanas‘amgmtmtni.
Bimwmnhnlmhbuh.u&ecblcmeturvimﬂ»dmmntﬂ
chiffres suivants :

(1) Netoo d'mﬂnpnrtg.rlmapm:tmtt.&to.:tt&m
pmm.l:l.tsenqumtitﬂpu-th.hﬁimnu.hc
J'ﬂu).hmuimucmhtumunbaupﬁslm
ﬂm&?mmm&hnmwmﬂm



Année Importations de Exportationg de Déficit

1080 833 45 289
...... N

1958 5345 1779 356.6
1962 9678 5032 4686
1084 1177 &16 828

Déahrloneutmdmitdeudﬂnmder:mmnmlmel
a—t-upmvimetr&lhareutcertmordimj_m taux de crois-
mce»?Un;urdldﬁﬂdtpa‘dmtpu:ﬁJt dfi normalemant
r&lujrelen.tvenudoﬂeetpmroquer}edépmplemmtOr,h
Population lsradlienne & continué d’augmenter, apréq I aroin

Dalswneo 1'Htat sioniste a Procéds « accumula

primitive » dont I’'am leur est difficils & chiffrer étant donnd
que les statistiques ré commencent en 1850 senlement
La guerre de 148 gt une occaslon magnifique que selpirent
len aionistcs pour lever des ;ammaa considérabley des oom-
mumautés tuives dons le mon entier. Mais lo grog de I'mcen.
mulhiton west falte ay détriment des Arpbes, Tout d'abord, I
Grande-Bretagne sempresga  de débloquer au profit d'Ierag]
l:esmmpteautmﬂngdalaPalmttne,alamquonaaU&u
créanclers devalent pe contenter d'un palement échelonné sqr
pré:sdecttxam.lmﬁ]afuitparaillammtnba.mmlm
blena Ambulmtquitté}estemtoim qu'il avatt occupda,
La valour ds cey hiens (malm.n.s,minu,fondu de commerre,
plantations d’'agrumes, terres, bétail moyens de tranaport. etc,)
unémnomhupalcsﬂnie.n&pluuimmmn-

]
2
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tnjmdnmininmdeﬁvm:tarﬁns(l).ﬁllmmhdn
mowlmﬂim[mttlothrﬂdampopuhﬂom vivalent dans
mm.m.whmmmmmﬂ

——

(1) Yoosmef Mayegh : < 1’épononls broftienns », 61 arabe, Byyroath,
1958

(x) Imi!ohmvolnm:ﬂ.nmhpm:nmJ'ummqmmm-m
nmumaamﬂ:pummmmnulm.nlmmmxrmh
tmmmmummwrm
m@mﬂ.ﬂ.mmmummm 'y
mmmppmmmuwrmmmammm
qdhwmictpmhmarmnmﬂmmmmapqmw
mmw.mmﬂm@mmm
fnulﬂn:lmlhﬂnlchI-bimmﬁmﬂunlmmml
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(1950 - 1964)
Alde américaine 2642 millicns 8
Réparations allamandes
& I'Etat d'Tarasl
aux particoliers (1) 847
1.811.3 L6118 -
Organimations juives 10349 >
Transfertn privée 500,4 >
Total 34408

—— 11 —



rolement l'earvre de grosses entreprised octldentales ob {1 n'cat
pas toujours facile de définir la part des Julfa. Silye derriere
cen investiasernents un facteur extra-économique, il faut y voir
phutst lintérét duo i mondlal & soutenir Isrufl Le
reste des prits woco tImElpmv‘lcntdemta-L‘nu:La
goavernanent américain pour 2517 milHons, l'Import-kxpart
Bank (qui appartlent 4 1'Etat comme chacun sait) 127,80 milliona.
ajl'untlhntcmnptedutaitquuhmecﬂpﬂ.mmob]igmw
d'Iarpdl se fait eox Etats-Unis et quo ce sont curtout des
enireprisen américaines qul investissent en Irrakl (Kaiser-Fraser,
Ford, Cocs-Cala... ete), et sl 'on ajouts b cecl ks domationa
du gouvernement da Washington (2942 milliona) o¢n voit
I'mmploor du soutien finaneler américain.

Israfl a doac cofité & 1'Oocldent €n quatorzs ens cept mu-
hnrdldedaﬂandunthm}emmrﬂoaétﬁfoumicplrlea
Etnts-Unis et IAllemagne Fédérale. Cocd fait & pru pris 3.500
dallnrg par tis d’habitant, poit plus de trois fo.a le Tewenu
natanal per capita de I'Israéllen en 1084 . Cette d’ pendance
& Pégard des ballleurs de foods ocoldentoux st dlwrtant phus
lourde qua I'économie mnéliannaatmmdupouvoi:volﬂrdﬁ
mpmnmajlcl.Unaétudedﬂmﬁimeconomiquudo
'ON.U. fait reseocrtir quse, antre 1961-1064 l'épargne nationnle
nettne.nIunHl&aitenmoyunnedel'ardm de 17+ du produit
natonnal brut, chiffre phurispent dépacné sculement par ke Btd-
Vietnam (2).

(1 Ond:jﬂrud.nnlid:mcrl.n‘ﬂﬁﬂh.;rlcmqui g0 faut 3=
iThidang #IT }upu:-{ti]itbd‘mnﬁ.nuﬂm_t!ct-u.nmmEryptc. Mm
hupﬁ:lprtvdn’nfaﬂ'nlﬂ.lm&ﬂ.dmilulth.d'mumbupntulm-
mmdi:lmtomnm.qunmdmmﬁcmpumw:mmmdﬂ
mptﬁndnmunmm,prui-cn H;glth:ymtntmpércrd:::t:m_ﬂlmrnu
p]:n:.u::tt:l.nﬂrhu.hunml'r

(1) TN.OQ World Focoamis Sovey. Purt 1, The Fnar-ng ol
Monﬁ@mucv?mm

— 1% -
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Ialm.;dimﬂummuﬁqumdamtta&pﬂ:dﬂncnil’égaxﬂ
duEtntn—Unh.dahR&wthmdaBometdal'Atﬂquo du
Sudmtévtdmtm.ﬂurlnplmtntumticml.ﬂwtimpm&nhlﬁ
qu'lsratl pulsse hcurter par exempls les positions américalnes
gur le Viet-Nam ou rompre ecs relations diplomaticques avec
Pretorla comme 'ont fait presque tous les pays afro-aelatiques
auwxguels lo gouvernement de Tel-Avlv prétend voulolr s'inté-
grar.OnvotttmtdemIta,d'autmput.canmntlﬁpu.mlu
ambiﬂa.n.gag&udmntmehlttumnmemicocml'tmpéﬂa-
llﬁmcnm.éﬂcﬂ.tunopcuvmtaunptcrdehpartd'lmﬂ s

inévitable que les relations franco-isradlisnnes se détériorant A

dumum.ntoﬁdnGalﬂlol.optépouru.nnpoﬁdqua
d’md@-enﬂanteil‘égu'ddesU.SA Micux encare, da tous lea
<« bénificiaires » de l'aide américaine, seul Iaruél eamble
reconnalesant et profondément attaché eux bienfaitenrs. La
mmtnlltémclstadesoolon.almphnténdafomdmmmle
hastilo explique tout naturellemant cet attachement. Sur le plan
interne c¢'est emcors grave. Lea ouvriers de I'industrie de
diamants savent que shenrith de leurs emplols dépond du bon
vouloir des tsnants de V'apartheid. D’'ume fagon plus
tcuthmonderwndeomptamlm&durﬁlod&mmmmtdu
capital étranger. Ce dernier ne profite pes & une polgnés de
bureaucratcs, ds poliiciens corrompis et d’affairtsten, comme
c’est gouvent 1o cad dane le Ticrs-Monde, mols i la majorité de
ln population. Clest pourguol, combattn un m@a partout, ls
cmapital occldsmtal est choleurensement acguls «n Israll. T ne
pmtpmméummtremmtcnrcempltalestirrcmphgbh
I} n'existe pas do relations éoonomlques irturnationaled «alowa
etnormdfaqmpmmutfomlrlmﬁﬂtomlufondanﬂﬁ:-
saires au mainticn de se populatian actuells sans balasa de
nlvenn de vic ni émigmtion. L'adeults du lermiteiro et g1
paovrett congtituent uwn dnorme d&f1 an rive moetncd du
donicme : Vimmigration des milllons de juifa. Do rette contra-
diction flagrunte entre l'objectif et le3 moyena, ot forgh le
destin d'Torali - matéllisation et expansonnicme.

[[I. — La orise dconomique ot Pagression.

Au cours des demx derniires snnfes gul omt [réoddd s
gnmdajtﬂ:nlﬁﬁ?.l&schoaﬂcemtmdblemmtuggnvﬁm
Le défct de la balance du commerce extériour a
L'effort hérolque déployé pour y remfdier n'a réursl qu'd Ie
mmam;mmawmﬁmnm3mum@
lﬁﬁﬁ.mnl'mn}wtnkawrﬁmonmmquolad!ﬂcﬁ
dmcmpmuquelnchung&:ﬁ%mﬂﬂomenlﬂ&ietm.sm

13
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1865 (ie chiffre de 1068 n'est pas disponible). Néanmoins, on
auruit pu parler d'un progrie et non pag d'une crice, ol leg
EOUTrCEd cxtérienrcs qui ant jusqu'ici largement comblé lo diticit
IaradHen ne venaient pua de danner les tignes de tarl.samant

Ihdfetlurﬁpamﬁumtﬂemnnﬂesmﬂéwhlw
dTerael sont épuisken. Celles payiva 3 des particuiirra igrodliens
mudwtﬁhwﬂmlﬂnmbcmmmderuéchéan-
cal do, dettes extéuicumuefontmﬂr.hiimelmempmta
amcrienina perdent d’ampleur. En 1882, les importations des
valtuux oot atteint 34,3¢% du revenu intéreur brut em Taraid],
ellcy ecnt tombédes & 21.8¢% en 1064 (1), En chiffres abyal.w,
l'nppmtdumplmlémngm-atpam&e&mmﬂhmdedoﬂam
cn 1864 3 505 milliona seulement en 1838 et I'on privoyait pour
1988 encoro mofng : 300 milljons geulemont.

Mlﬂﬁﬁl'émaomiahnﬂtmm@tcntr&acdmmap‘-
riods do ralentixsement gruve qul @ frizsé la dépressian », pour
roprendre les termes d'un anteur laredlicn (2), Quelques faits ;
Lotauxdccrohmnccsiéhvéﬁmqu‘ml%dwttnmbéﬁ?%
enlﬂiﬁetﬁLb‘}uulemtenlEﬂﬁ.Dumntmadmxd-mé-
rcs années o population a aongmentd de 7, ce qnl rolive
unehnimdemmumﬂomlpcrcqﬂb;pomlnpmm}érufoh
dupuis g paigiance de I'Etat sionicts. prisas
ticuités, le gouvernement de Tcl-Aviv slest cmp'loyd & lotter
contre Imflution gulopants, gtabilizer lca et
uwcorohre lcs exportations. Lain d’uméliorer ln titnution, «c9
memores n'ont falt que I'aggraver. Lo choumagn a pois une gllore
fort inguitante de 332 1831, 1l attolnt 6,67 en 1053,
Parlant devant lp Knesset ls 27 f(vrier 1987, Ic mim-tro dn
Truvail o révélé que ls chémage touchait déjh 10377 et qus In
aihmﬁondmﬂfmphvrnmhﬂndahrémﬂadmm

3

A l'euphonis se dlasipalt Le earactire inims* du rdve
stomste devinzit tuneible. Lymmigration g'cat tros conriufra-
blemncul relentie, alora que l'dmigration r'est d- (lopp/ » d'ome
fagon tclle que ceuxr qui oat quidté I-roil en 1966 ot A poced
en nombrs les nouvesur tmmigramts. Cetto émigraton touchedt
le3 intellectnels, ks technicicns cf lus &Mmenty 13 plus dynsg-
miques de la goclété, menigant de priver Fraél de :on pringapal

— e ——

(1} @nsol Earhl: Loavenir &oowniqos S lamil dao be My
Oritnt in « Eaprit> No 9, Apiombre 19648 p. ).

(3) Miwra sotrur Temps Modornes, Noo 283 bl p A1y

11
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De plus en plns, les dirigeants isradliens ne trouvelent
d';utrmiﬂmtlemdttﬂuﬂthquel'uxpa.udnnmdﬁuimmt
dalammﬁlmmbﬁ.UnomoﬁImﬂr\&mitltm
ﬂg'urud'lgmuéhurpamttﬂuntdnmlwardunonmndu
sympathies et de collestar de nouvoaux fomdd pour
c;ﬂar»lepaﬂtEtntjulfm&cE.L'mnu:dan des territoires
mhm;jmtﬂﬂtdﬂmlwmmmd&aup&ummmt

7
-gli‘
a
:

qulacmuﬂmuntlann.rchémmrelpmrl'
doits induztriols d'Ierasl ». Plos loln, il ajoute : « Isrufl manque
de pombremx produits exportés par les pays grabes @ coton,
mmd:ézlm,hdk,vhndautuutumﬁ.&m;mmjha:.
Ainsi ¢'est tn nouvean pacte eolouial qu'larafl
volini. Fait colomial par son implantation sor
usurp&nmenchnmnthh.nhltmtu.animépuun
coimsmmpéum,lmﬂnapenmmnpportllmlupnyi
mbmqu‘mtncrmmlunim:damimﬂmutup}oimﬂm
Hy;ﬂmdespﬂndpamhctmqmmtcocwﬂﬁ
mnextricable.

|






PLANNING AND THE ENTERPRISE a)

By
Dooctor ADITH PENROSH
Professor of Moomomice
Bohool of Oriewtal and African Btwdies
University of Lowdos

aﬁwhatlhnmhmedtnmgyptmdpuﬂyupmgmmlwu—k
thatIdounpmbLumaofﬂm(ormtnmm),m'oblmma
pll.ﬂnin,g.u:ui]n‘oh}emnofmddloEﬂtlomwmju, L myself,

Iharem]ledmysub}act«Phnni:mmﬂtheEn:ta-prm.
huiIdomttnawwhlththnmmtlppmpﬂatntumtomto
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cmtemﬂm:tntsmhanmbly,andwﬂlm::mturthoupedal
dgnt&mnmla.ﬂlchtothmterm

AﬂImdurstlnﬂlf.E;ryp‘tiantmingtobea«phmfdm
nomptume;mueurothar.x&t}nstittrlﬂstoboouﬁmthu
nfnsaﬂmttherelua.phnnndthcremnhienrdnyofnuthodtiﬂ
bertmtheuntﬂ'p{iaﬁor«ﬂrmr,mdthephn.ThﬂmmOr-
ganizations, Departments, and Ministrics, inchding the Mi-
nistry of Planning and other miniatries dealing with finance
andthebudgttthata.relmporhmttnthemofphnning
and ocntrol.

AlloIhnrebeantonmnnytimeathntE}g'_v'ptiletpe:l—
menting, takin® a spragmatics approach to economic problems,
Fmdthepwplewholavthil,myitwiﬂlaldndofpride. And
indesd there have been n oumber of furdaments]l changes in
ecoromic polioy in the past 10-13 year’ Although an experi-
mental approach is admirable, it can be extremely dangerons
for Egypt if it lovolves excemive experimentation with een-
tnﬂmdplnn.ning.whmmrygmtemrncmhtmdcbrtu
FQﬂOﬂﬂwnjtﬂtntheumﬂofrumPﬁamofherm
population problem, Egypt. unfortunataly. hns Uttls room for
wasteful experimentation wnd Httls soope for mMANOBUYIC.

Egyptiaalﬂotnmmemseauminﬂstcwnamy.whithl
ahn]lta.ke,atlcalttorthtpmpmcofthenrwﬂfdw:wimto
m:ca.nstatoownanhimotuhrqemrtufthommufpmduc-
tion. The statr cenership of the meane of mrodn~Hon his buer
hﬂldbymﬂ.nypcoplatobenmnryinardarto encura that
mdnlnaedﬂundnotpﬁvatapmﬁtguidomodncﬁvunﬁttﬁﬂm.
B?extemlonoi'thenotlanthntmdnl ~n~cdss ard not «profits
should be gulding motlve of producers, it becm® as med by
mmnmoiaﬂztwﬂtmthntnnmtcmﬂw maximising profit
wuuldulmmtmt:mnﬂmﬂybeupfmﬂnghnnmmncrmmds-
tent with soclal welfare. Beammthamtiunofuﬁnt_:maﬂtns
aguldamamd.nlhtmomymuumt.evrnwﬂhthenﬂ-
omrymodiﬂmﬂnnﬂrmlﬂrcdtooﬂmtthcmﬁ'odnlup&dl
ofeurtnintypmnfpu-uﬂt—mmmlshmbehwm,pmﬂtasa
gutdotothe.llocatkmafrmmmu was cast oslde in favoar of

— 18 —



com.tngdowntromﬂnm,wtnlpuk,mdthedemmhafthe
Mrhtm&wﬂlalnyalttmptomwwhmfwed
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with conflicts of objectives .

The real dilemma invaived in the prob'rm of the rolaton
oftheﬂn:nto¢thaphn»arlmtmmthafnctth'1tifthcﬁrm
actuareaﬂvnly,itisl&erytommamtomnﬂictvdththaprc-
cancetved provisioms of the plannors, ond if it docs not act
crentively, and above all if it pimply occepts paesiyehr what it
bmldmdo,themhnu&ymmlcmumeofmttrclmmﬂon
1cft in the economy. Unl~s flrms are enterprizing, there is no
mcchanhmfarwhatlwonldm.llorgnn.la. e perpetnating

grawthmthcomnomonyatcm.

lnalecﬁmeheremCahninlﬂﬁﬁ.aHungnrlﬂnrmfmar
of economice made the following statrment: «It 1s cvident that
cconomies hax, so far, nndarestimated the importance of pro-
blamsconnﬁctedﬁﬂltheemmﬂunoflnﬁmofmﬂcm-em-
nomic deciatons (andthcplnncanhamn:iﬂtredraaccﬂmd
micro-cconomle deuislens), 2. The problem hng betn dercribet
WaCRctwﬁtermadﬂcuMGfthccbmgmmtheCm-
cho=lovak progrnm for managing th~ edxoncmy which werz in-
troduced last year, duiing which he gald: cAncihar important
goalofthachnngtﬂtuthcmtumdmfnmmmtbtomka
the national ecomoiny mMOTT d namie. The previcds concept un-
dcrﬁmdwunumlcdenlapmtonlyuumﬂmﬂmofquﬂnﬂ-
tatiye rclationships, eo that lt was exzrutially etater.. .. Wo
have «a now concepts he wrote «of relntons betwarn cntarpri-
ee3 and soclety. Formerly this re'ntion vas foonded ap the prin-
tiple that socirty decides for the onterprise how much it ahould
rave and the enterpriss was then oblized to pay into ihc State

{1 Thom.umdthjﬂnnmddttsrrmthhhbr-nmu}zﬂmmy
:h-rnrydﬂnﬂ(‘.rwth of ths Fum (Qrdord 1653,  Moch of tim
mm;mﬁdh'nnummimw,

2y Jexef Bognot, J..ﬂttn‘ta.t.o:lirot]‘niwr_-_tty p:bﬂ-Mtu.Hm:[’:rhn
m,VoLLlﬂBB.p.:.‘-L

— 10—



cﬂs:.a.uwamightallthm,gowrmgr Why are the input-
outpat tabloa, the great macro-economic models, ths caloula-
tlcmoftbecm.ndraﬂmnotn.daquuto? Why do they not
mtoheduingwhntpmplathoughttheywwlddotmyurn
uo?Aﬂd}-mrﬁmmbarmthanjnutm-ﬂftiutnam;tmn-
ﬂdmth:.thrgonumbamafnmmistuhadinthd:pmjw-
tons: copital ontpat rwtios ware calonlated and investment
ruqtﬂrummt.forﬂaadadmdtu;etaforwtpmdatannmm;tho
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thet might be helpful in development But this knotledge is
notemugh,foritoannottakencmniofthuonerwlyimpor-
ta.ntwurmofuclf-au:ta.tnin&gmwthmnnwcmomvthamno-
mﬂng,im.ﬂ.gmmamturpn:athatchnructurm the firmy of
dynamleally growing ecobomie. Economies can, of coursa,
grcwformnlidﬂmblnpanﬂi!uumultotcﬂacﬂvdyphmed
andumrtedmvmtpmgmmmﬂ.butmchmthwiﬂmt
becumulnﬂvumdﬁelf-mmmgunlemtharwﬂmmtuprm
afthepﬁ.marypmducttvaumuiuutlvdycmpumhngmtba
PTOCERR. .

Iwmtn.owtomketwoPmpo:iﬁomuponv.hichcgwd
dxﬂofwhatlhnwtouydapmda:Theﬂ:EtLuthntwammutﬂ
uyetknowwryhttleabmntheprwmofemnmlcdsv\iop-
ment. \We are in fact very lgnorani We havo many theories
nndmln}rdjﬂerantnotionsabouthuwthmgduhauldbedune.
But for any central plan, and especially for & dovelupmant plan,
tncoryiaofoverwh.elmingim.portmcc..&lsuuﬂplmsmnc-
cessarily based on somebody’s theories of devilopracor, and if
thcs:thearieam-ewmnginmyimportnnimptct,thupmls
guingtobowrcmg.Thhiamyﬁ:atpropmm’an: ceoaomists
hmwmrylttﬂeuhoutthumofemnamlCdmﬂo;mﬂItm
mnderdevelopod countries.

Hyamdpmpmtﬂnnbthatmmuntnﬂ,nmimpar-
ﬁcularEgypt,wﬂiﬂndthm:fuhmﬂmthedwulapm&mafJ.di-
mmﬁedupmtcﬁa“'mmimydmmuimuuigm;ﬁo
bugbaaicaxpmtﬂua,ofcoumimpﬂtnnt.hutthed:.-mpmmt
ofalammletyofmhthmgﬂwihbemmﬂtocnrrytho
mmomyciEgyptmpidlyahngmthanm:mtnre,Iumm.n.k-
g this otatoment rather categarically, but its walidity can be
disguased later. I woggest that the only hope for a cuccessful
solution to Egypt's very diffienit economic problems, which ere
mdﬂalpechﬂyamﬁebythﬂprobIEEOfthapop'uhttunm-
crnm,llutnth’mdirccﬂm,mtnthem&dinmtﬂrm.lmfur
tomacmadiumtmbmmmmutmm.gcnlang-
turmmlutlanunﬂlmmsthmghdcmenboutthnpmblemoitho
population. Thopcﬂnththatmthonmmmmitwﬂlbeof

- .
am -



AIMTH PENROSH — PLANKING & THRE NNTFAPRINT 15%

mtimpomnm&atdimﬁﬂaduportubadwdopedmmp
ycttobedmnhnotclm:wh.emthgywﬂlmmnﬁ'nm,
Lnd'thhhwhythaantnrp:inaofﬁmnxutbetnvohd.

Now, from these two propomitions, one genaral and ohe
specifie, I conchida:

Q) ’Ihnta.nyplanhreryhkelytobalarhmlywmgin
BOme reapects, and especlally from the micro-ceono-
mic polnt of view of firms ts wel as from a macro-
economic point of view;

b) thatmmymnmmingmmiubluul
moans of calling forth mnovations from entarpriges,
especially for export markets.

In.nﬂvatiantnmarkeu.intoc.h.njqua:,mpm&um:u,tn
wnyaufdomgthing:,inway:ofmarkutng,mwuy:otﬁnd-
mgwtmdmoldingmumamtaﬂtu,m:dmlaﬂymupom
lreditﬂwlttophuforundmaybestiﬂadif the plan gives
mndeqnatampefurﬂimwﬁ_lthhkthareh&vﬂmmthat
xuneutiﬂtngctthhmrthoccunnghnthismomy.&spmiaﬂy
utmﬂthmgl,n.nﬂmynrmmmtlathntrthanammuhm
ofnmlJlthmgnthutwﬂlbathemtumorahealthyundprm-
parous ecanomy in Hgypt.

Nawwhydoth.eumanthmgngetlmt?Pnrﬂybmam
the.ydonotuhowupmyblglntheo:im,tnthomodalnufthe
planpers, in statistes, and an enterprising firm wih a littlo
thing to do may very well find that it 1s blocked tIn dolng i
Hmmnnotu.dlytﬂmtmntdthsmpmdictnhhup&d—
tluofhumnbﬂinpa.mdcitheommrmnttim offered by the
mexpectad

The managers of enterprialng flrms often mo0 ways of
mmgmaum_mpndtythatthﬂﬂrmmyhnmthednnw
tota.knadmhgaduniquaapportuniﬂe:forﬂngitnrumn--
cclarru'pcnd.tngtoitlmrﬂcuhrmrkatlitnuthn_Enryﬁ:m
halnunlqmmhmnﬂmufahjhﬂumdmmandﬁndl
Mhaunlgm;mdtﬁmviu—l-mit.mrh&hbutttwoppm%

—



1Ly L'EGYPTE OON1IEMEPOL AINH

tonitics thos ariaing for cxpension mAay have Httle in common
wtthth.omloofthnﬂmufomcmbytheplnnnm'l‘hoﬂm
maythmbapmmntuifromumgucﬁonbmmtheucﬂm
hmtpartcztthephn..&ltmatlnlyitmybemblotom
bacause the availabla invostment fundy are atrcady ab.orbed by
thﬁproj-ectuofﬂ:oplnn.EnierpﬂsaLaattﬂad.mdmthapm:n
ﬂnopﬂmrymntecﬁcmnmicdymmimmthccwnmnyls
nwtraﬂaadbythnﬂupuraﬂveacﬁthaplnna,whiuhmthomtu'e
of the caso muvt be ecsentially static in the scnco that they
have no inherent mechanism for genuine pcif-custaining
mwmdpmmmmmdmmm
mlnmm.l‘hemt:weu:mmuﬂmpamtothnphmcm,
whoumnotmagoodpomﬂfmtolctwimmidynnmﬂm.

Ope importunt source of conflict betwoen the dymoraic
u;mnakmoienm;nd:cunndthaplunnmgprmﬂﬁmmthc
ah-unmmafcuntnlwhichtumunllymtupamrdmgtomdun-
trin]l elamsifieation, Theso are essontially stotietical categorics
m:buibyataﬁdﬁmmlargalyfurp«upm:ﬂdﬂmplttyingthe
collection mdpn.mtaﬁonufstnmﬁuhhchﬁrmlﬂphaﬂtn
acne industrial catcgory — rubber, oll, taxtiles, chemiacals, cte.

thomnlrumﬂuchltaﬂsﬂmlmdmmﬂlatcganmlndwd, if
ymlookltthagmtmmjthﬂ.thnwsrwnupmthompitnﬁat
wm-ld,yuuwﬂlﬁndthnttheryhnvespmﬂlntomn.nyﬁddjm
ﬂiuypumathdrsea:uhforproﬂtnblﬁhwc_mncntﬁndthcy
bomwnﬁncdtounmduﬁtry.therumuldhnoboanmuuhlm
opparmnttyforgmwth.'mugrwmoiuftrmiua.pm.uthut
tnhuplmaa.uﬂmﬁrmmufmmuncpaaﬂiuntomthcr.
thowxﬂip(litionofwnbdng;mnnmimﬂymlﬂnonlyho-
muﬂou;nmianmuldbcbuﬂtonthauisﬁnsmwmdthu
ﬂ:m.towhlchumnddednawm:wrcﬁﬂ.'ﬁnsmmalorgnmg
gmwth'mditﬂculttomnuﬂawiththohnpostﬂtargetﬂd
ocntrally plannod oconodmy.

’Ihinluomimportnnttypﬂofpmhlmnnothar,mmaupa-
aflcally rclntaitotheop{:utiomoiﬂ:g}pﬁn.n pliwing porhaps,
relatss to the question of incentives. In & cpures command

—_ ™ —
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&mamy,pmiﬂwtnomﬂmfarﬂrmsmdmdhmnlumyba
neglectad, the authorities substituting penaltdes for not fulfil-
l]ngurgutla.mdformtmnymcutm:tmdimThhprme-
djmhuboanlhminmcﬁmtohavugmwdnwmnbnt
lmnﬁiimmmmmnjmﬂyefﬂdmttﬂuﬂunhdﬂﬂmmob-
tn.mbemmmeocmc:m.lmﬂynppmmﬁtn Incentive gyatem is
lumdimm&umto“ideohgiulquuﬂummlamdtomﬂm
dittdbutionmdthecchmmm.Neruﬂnelem,indisms-
liamofthafunctlm.tngofl.mmtry‘.smnomy, tto problem
cmnotbeigmrudd.nmithmﬂmatelybomdupwiﬂ:ﬂmge-
nmlproomafg:rowthmddsvelopmtonumghmthccni
thomddwelfmofdlthapoopleinitsdfdepﬂldmt

Wenmdtomaidertwoupact.dthupmb!am:tmmﬂm
for individual workers and menagera, and tncentives for the
ﬂxmttﬂauumortmim.ﬁm_lmﬂmfurtndiﬁdnnlhmn-
belngs relote fundamentally to thedr prospects for edvarcament
mmwmﬂ,mm:,andrmpnnnbmtyﬂwurkinuﬁﬂracmrysnd
ruultugood.lncunﬁmforﬂmﬂzmmeqml}yimpormm,for
mmtmdtoMmﬁfythumﬂIvuwithtmﬁtutlona,a.ndﬂmir
ownpmdigaiﬂﬂudupwﬂhthapmﬂgactfth.emxﬂtutiomm
whi&theywnrk.lftheﬁﬂtuﬂmanmtoomtedfedivﬂy,
thammtnchnrgemtutﬁ.nd-.tlﬁhcﬂaninwo:himgfortbum.
Irthﬂ-yd-onottmdthiumﬂ.ﬂtacﬂcn, the institntons will be

menterpricing dead things.

Fornﬂrm,mma:mmprcsﬂgn,pmﬂtun.udparﬂm-
ulyﬂmpetaarowtnmpcmatothamthndmm@.ergmd
Mdthﬂnmnmin;ttlfttdo&:mthnwﬂmgmpe,thm
mmmformmtmmfmwmd-
forta

Aﬂmrupondnunun}ttowh:tmightbecalledcbnmr-
m;blnd.latundmwm,a.m:lone difficalty in tho rolatiem
ofaﬁrmtnac:mtrupla.na:we:whmthmmmnlﬂplamd
m&mmmmgmwhkhiummnjudgd
Theee confues manmagement and aften induce the development

qure:nttngunultycmth.opm’tcttheﬂrmtow-ttttlolf.h
thi'rmpwt,fmwﬂlbamve_ukehwyarswhommmiam
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in finding ways of getting arcund this or that law. This s cs-
pedaltywhattendﬂtohnppmmcnturpﬁmwhenadmmm-
tive orders ooming from the top are not consistent with what
thop&oplsmnntngtheﬁ:mmumﬂblothmgtodofmmthn
ﬁrm‘upointofvitw.ﬂuchordmwﬂlmtbemptsdwﬁﬂlun-
thuuiama.n.dthnﬁrmﬁ:eltvﬂtmdtoﬁ.ndmyscdavud_ng
them.

From the point of view both of iirme and individuals I n1vo
thelmprumlonthattheEgpﬂnnmmmyhunot}mtwoxmd
ot succesaful golmtions to the incentive problom. IFor the indi-
vidm.l.thetupﬁ:mcia.lhmitutuvdmtumﬂ.nmeammnyhe
reached by ebout the agw of forty or forty-frve. Tuwy the very
able wwn may hove reached the top of his carnming wapacity
]u:tuuhormchuthapcjntuhuruhia potential munagariil
und enireprencorial ebility beging to tlo. w1, Buc thiucdtirul
huiaauppnduitoworkwtchnonopeuffu:thxrm_n.nuﬂxw
mrd;hadoamthkaitnndtnvuyﬁmtmmd.ﬂtmurdnp-
pmmﬂyahrgonumhurofmchahlﬁyumgpmpmmtnumun-
try who look for ways to go Jiscwhere, precsily because of
thai:ahmnlyﬂmrh&dfumrupmpm,undthcjmatype
th.utEgyptmiJl—nﬂurdtobso.Ewnthap:.ydﬁfurantlnlsfor
workers ore not sufficient to effect on appropriate allxa.don
otlahuuranimdmtrillaﬂim.cncymtobammnﬂyhum-
pered in a number of cased. Fifforts have been mads to offuet
smnaoftha;drermemnnmlcﬂmufthlubymmsthn
truemmmtoiwoﬂmrlbutwacnﬂrmaudmtmdnmumi-
tuiarnngemmtlforﬂpecinlmumxmﬂmm;mﬂmmr

onlyinimimltothoetﬁuimoyofthﬂﬁ:m.“hichmpmbably
m-louﬂforﬂ:mwtthaomuuportpotmﬂul,butdsnhnwu
bad effect on worker's incentives. The existence of wurkers
m;pjx.utwhommttullyump}oyad,butwhogutfullw
(mmbmadwtththeditﬂmlﬂmddmdplmm;nmmmntm
nﬂwwtmtbnwayafmamgumntmdwhichmmhibtmm-



tlnttnthaintarutofthadymmjc&mmmicdﬂtlomtoftho
mcmumyth.atmtupdm—betheypu.bﬂclyorprlvntalyown-
ed—buﬂmbomtnmtivan.ndlmpetomwhatenu-epm-
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private morixts for capitsl disappeared, a8 they would do if
thory wore Dot a private demand. Socaalist firms do nshi bove
to vitract privats savings from the publie, but they con D<Ver-
me&mdﬂalopmmmtm-pﬂﬂmmthlmjblymdupmdmt

Suchﬁrmmhm.wmldhavotohnwm:pcndmtmd
dircctgoﬂtmmththamnrketmdlgooddmloihx;dnmtn
parier, although government intervention would undoubtedly
k. required far spetial purpaidd. It muy ba important in Lome
ciremskone, for examplo, to provent monopoly priting; or
itnmybed.mimdtomhcurtamtyptsdpmd‘uctspuﬁcn-
Lusy mta.p,uuchaatunlorothertypuufmdmtrmimpumo:
u-.c.nmmoam.n.margmd:.muhasbruai On the othur hand,
au i canh-olofpric&uuummuiprcvcnﬁng intketitn 13
hj....jtobemeﬁmtmtu:mpt mveryupacudcj.rmtnnm
Alsolthpamihlethn,tifthaenhu.ngﬂmtbmnkesimpurted
cap.tal cquipment too cheap, &3 I hove the impre: 1on it dos
mh.gpt.rtmybomrytoprermﬂm:ﬂmmopﬁng
nnnucesmarity eapital-intenaive fechniqued 10 ther mvestment
plan' g, ’Mtﬂadjﬂlculiquuﬂonv.hichImmmgumto
h&rO,butthacuhadOWpritm»plannﬂmmnywmmttho
kmdofpncgﬂtlutﬂmsomruhnsinmalmmhwuﬂlmct

Ittuinthoﬁﬁdinmmcnt“hmthemmtdiﬂmh
mfﬁctnbetwemtho«pmtmcw»ofphunmudthoop—
purtxmitimpuuﬂwdbyﬂrmwﬂlun&o,andhenthoquettion

thatuyutomomhtﬂknowlttﬂuaboutﬂuprwwadcm
mie development. A.broa.dandtu;xihleplﬂ.nwhichouﬂhlm
the possibilities for mmicplﬁgrﬁﬁh-.simportﬂﬂtusz_},nnﬂ

furthﬂdgvdﬂpmﬂntoflnrgcnndmsﬂypm}euctl.
Bnlmnshouldhetakmtommthntmdlpmjmtudonut
nhmrbaomuchofthetumhnvailubleforinmhnmt.anﬂc&-
paclﬂﬂyfomlgnuxchmg&thnteﬂntmimtcrpns;ﬂumd@iod
theoppormmtyoiapndinsmmmdapparenﬂyrdﬂﬁvﬂy

% —
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miatnku,onwhjchwmmhutrmhhidbythosowhom-ge
whdmlamddutnihdphmmgmdutmﬁmcmdimﬂm»,
mlnthomb.mofthamnﬂhulytobemnmnhlmttmn
thewuudrmmthatmomwhmhmompltnl-mtm-
liropmjwt-pmmotedtnwmnhmwithnmmmimithw-
ryafdﬂ'ebpmentmimpomdﬁumahcmonthemﬂmy.

Iatmamnclndobyre-mtmgthemmnofthepmblcm.
Ihouh-cadyhjghdmtyofpopuhﬂmmthembbhndtn
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triedlimnlrmd’yfundamentnﬂymodﬂylugthejruyﬁam:af
economio manpgement. This s especlalty trus of smaller
countrica with very limited scope for manocuvre. In planning
fcrdevdopmmt,thawonﬂmicthwriucﬂpmndbytheplm-
pers are of domingnt importance, and, in view of our Hmted
kncwﬁudseotthepromctdmﬂopment.amhhlytobeimp-
propriate In many respests. I have, of course, slso bern put-
ungfarthutheury,mewhichatrusuthoimportnnccofﬂu
untarp:ﬁoasaaomwofdynn.mingmthnndﬂmnwdfcl
ﬂuﬂ[bﬂltyontbop:rtotpﬂamandformiﬂnﬁwomthamn
of enterprisen. But en examinstion of the courss of econnmic
history,oitheupcriﬂncﬂofﬂlmmunnmw}chhnvamt‘m-
duced central planning, together with on analysis of the -ources
dcwfﬂmmmswgmwthmwymomicmwm,mmtn
m-etoprcvlduwtmngeﬂd&nmfurthearg‘umfntthﬂtthonppro-
prhtnrulnﬂomhipbctwmﬂmtugmdthomtupruchu
not yet been dsveloped. Ihn;rablﬁmofccmomicdstﬂopmmt
i:tmnriomtobehﬁmﬁnlytnthohand:otmonﬂcp]m-
nmequ:tppedwithdivargmt,tnmﬂitmtunﬂuntmtcdthoo-
mofdcvnlapmmt,j'u.ututtmnotbelefttothCrfrccpluy
of market forver ».



loere 15 no dgubt that the mtun.lupprou.c.hformy
u-ylatodcvdoqaitummommbyitamm&um,to

— The magnotude of the exploration rak In the arcaos
involved v hich should b.-minimumgoautoprotectth.e
natlom.lcapttﬂnguinuthuvylmu. This rish, as
diuctmedbafara,depanduonthommlt:ofm

txplnratknetfortua.mdonthe geology and extension

- - The magnetude of the country's needs for quick deves-
Iopmmtofthepvetrolmmresoummdwhcﬂm-ttm
ltundllongtﬁrmdev‘elapmcntplunornot

Somnmd&pcndantinlyonthut,cthommdapmdparﬂyon
this self-flnancing. The latter usually fucs the difficnlty that
oo the onoe hang they ammha.dmcdofd*v&oping tholr re-
tources, and on the other hand they have not got the nCoen-
nrylnthmentnrorthntpurpmo.ﬁiaiathotypcofdﬂﬂmtty

r industrialing
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Thc:ea.gmmmtﬂ&ohdpthmwmtdcstodcwlopthoﬂre—
Lomcecs but do not enable them to develop thar kuos-hoy ood
gctmwiwdpn:lﬂvalytnthatuﬂmtry.

Tﬁuoihzrﬂ:maﬂvalathn}ointpattammmﬂwnc—
ther exploration drvulopment controcta or partnerautp agrco-
menta,

'Ihowoprratlunofthommtrywiththofordlmpmrtmron
mchabmiﬂc-nablﬂittodwdnpﬂ:ﬂrtmumwithminimm
riak ari hrr::hnfntﬂngninst;ourtatnpﬂrci-nmgoofthcpmttl
givtntnthefordgﬂmrtner.lnfactthamuntrydomnotpmc-
ﬁcallylo:uthhptmtagauuhmtnthafoﬂmﬂngmm;&e_

chewmuympruﬂﬂamhtmuimmtamerthom
ﬂodoiﬁyumittﬂinpoﬂ‘ﬂnntogetthepmﬂtsditumvmi-
mrn*nff:ﬂymﬂmﬂ]icndcﬂlnruorrrtheimdufoofrnym
mﬂ.m.ifthccmmu?mmotwﬂethmhndaomthe
Byw.[ulnibutomu.?ar&yﬂ:upcrlod.thmtheMmﬂ-
I'*u doll4rs profits are delayed for 2 or 8 years end thul the
cc.mbrs’s adventage and benefits of rednvesting thrso 200 rail-
1.m dolary i other projects are delayed for 2 or 3 yrars As-

B

The coopernton af tho patHonnl ond forelsn partnoers 13
thus a matter of exchange of bonefits.

Camsequently, the developing countriea have to depend as
much sg pomsfble on thelr own moand of financing 1o devidop
their petrolcum IC3OUTCEA. Tha Lmit of this s'1f-finon ia
datermimed by the operntians sacta, risk e'cment. b
of risk capital ard the magnetude of the country’o derrnd for
putrolnum.Bayundthnthlt,thmmmu-LeﬂnocdtomopcntB



This oooperation s, therefore, a necesalty and thus hag to
bawdlduajgmdtomathetntureutorthedfv&opmgwun-
hjandtobeamltechn}mlandmnamicmopcnﬂmhaud
an the

— Avolding exploration rlak as much as posathle.
—H]:nimidngthamntry‘lbu:denlnﬂnmdngu;&om-
tion operaticns and the development of oil discoverien

— Bpeeding up the operations to the meximum economic
Limit.

country
differmnt pheses of the operations to develop the local
know-how and experience.

— Hnintn.m“mnchcmimiupmfhloonthadﬂwbpod
Iresourcod.

— Ensure the flexibility of the agreement for acle opera-
tons In case of unavoided disputes,

— Enmtham:ﬂmumdhpmtﬂmdoﬂprodncﬁm.
— Get the highest pomibis income.

~— Mfake the best use of the local men power and locally
manufectured materials,

— Avold deprtes.
— Divensification of partnership capttal.

Hmtdthmmddmﬂmhulhudybmpmﬂ-
dedfartnremtpart:wnhipaa;rummtlcmcmdodby UAR,,
Iran, Algerie and Saudi Arahbis, which are therefore considered
the most sultable bases for cooperation betwoen the i
countries and forelgn capital as disoussad in detnil in the foliov. -
ing:

1 — Advoiding Exploration Risks;
Thiahmoafthmminob}&cﬁmcdthmnmmmu.
whﬂmbytheforuignpnrtmrbmmthcmkufuplcntim

»n
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up til the discaovery of ol in commercial quanttes, and
then-after, the foreign and natlonal partmers bear the
risk of exploration.

Neverthelony, in the UAR, and Iranian agreemonts
the participation of the natigma! partner in bearing ex-
ploraton expensas is delayed ontil the foreign partnor
has alrecdy expended o oeartain amount of funds in ax-
ploration. Theso funds are establizhed 1n each agreemcnt
In mccordancs with the geologieal nature of the area

The riak burder on the national party can be mimim-
iced by reducing the aizs of the aroa involved in the joint
venture, but there t3 & lmit to ench reduction amd it is
aguin determined by the geological nature of the areas
invalved. The same effect is also achieved by specding up
the relinquishment of exploration nreas.

These factors ware covered to some extent In the

Exploratioan Eapenditurey ard thar recomery

In these agreements, the forelgn partner hns to pro-
vids the necessary funds for exploration cxpenditores,
whic.hh_avutobopruvidedtnnﬂﬂclentamount-mdm

proper tums to speed up the operatian.

should not impose a heavy or sudden burden on the na-
tonnl party.

In the UAR., and Irunian agresmenta, the forcign part-
ner recovers his pre-discovery cxploration expendhinres
from the incomse of his oil share before computng the
tax due to the governmcnt. Recovery in the Iranian a-
gma:umtiuowrnlﬂy'eﬂnpuriodoru.tamtnotmmtu
a barrel, which-ever is greater. In the UAR. egreements,
the recovery s over o 5 to 20 years penod.

— M —
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In the Algerian and Sandl Arablan agreements, the fo-
Teign partmer recovers his pre-discovery exploration
expenditures from his ¢hers and from the ghare of the
national partner, In Algeria they are recoversd
af the oil ahnre of the netiomal partner, while in Sarvdi
Arabia, the natdonal er pay? in cash his ghare of
thauplmudwupmmnt

The recovery of these expenditures from the oll
share of the foregn partner alone, as in cass of Iran and
UAR., is of advantage to ths country. In such the
forugn partner practically recovers only T of theso
expenditures ag indlcated from the following exampls
[lloatrating the two cases of recovery:

]
¥

CAEE B: Recovery of the expenditures from the share
of the foreign parteer elone.

CABE A CAHSH B
N. F. N. F.
L Income 70 70 T0 70
2. Operating costs — 2 — 20 —20 — 20
8. Expl. expendtures — 10 — 10 —_ — M
4 Profits 40 40 50 30
8. Taxse on Forelgn
Bhara. -— 20 -~ 15
8. Net Farcign Share i) ik
of Profits. —_— -—
Consequantly, the forelgn partnar recovers in case A
his pre-discovery explorution costs of (20) plus his profit
share of (20), while in care B, the recovery ia (20 - 15)

whith means 2 loges of (B) or 25¢7 of the exploration
penditures.

quick return. 3ince dgvelopmont requirea heavy invest-
mants which developing countries cannot provids in the
suitablo time, the pational partner nueds awvistance in
that respect to avold delay of the development oprraticma.

40
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taken care of in the Iranian eagrecments
where the forelgn pariner provides nccessary develop-
funds and then recovers them, with interest, from
af the natonal partner.

The same principle is applied in ons of the UAR.
agregments but to & lmited degree.

Tho abzence of mich a provimon in other agrecmonts
ecoetitutes a burden on the national partmer.

Belaquishment of Epploretion Adregs:

Progressivn relinquishment of exploration arecs is a
common featnre in all petroleum agrecments to avaid

koeping the exploration areas idle in the opcrator's hands
and to open nuw chances for other operntors.

Ralinquishment 15 even more impartant for the dsve-
loping countries which are usunlly eager to explore every
part of ocountry etther Jointly with new partners or
through self financing.

The rclinquished arens need to be of a reansooszbls
s or form to permit condncting further cxploration
operationa

Commeroial Discovery!

The decision that a commercial discovery of oll has
been estnbHshed 18 of grest significancs in the participo-
tion egresmcnta

The oonzsquences of this docision i3 the termination
of the sole responsibility of the foreign partncr and the

beginningaftho}olntmponsibﬂityofthotwom
Tho nattooal partner has then to participoto I tho ex-

penditores reguired for:
1. Devalopment of the oil dixcovary.
2. Further exploration obligations

Ths notional partner, thereforo, 1s usually very par
tealer about the estabHshment of & commercial discow

ery, which is en important tnrning point

58



ing such a disoovery. The oppoaite cass is more likely to
occur: the discovery might be consldered commercial
by the standarda of the national partner, who obtains
76% of the profits and might be satinfled with & lower
return than the foregn partner who receives 2556 of
ths profits end wimally neods o higher return.

Regarding the other comsequence aof
commercial diecovery: that the national partner has to

partdcipate in exploration expenditures; this Is in fact

aer cannul be protected eguinst that through sny daf-
Inition of commercial digcovery. This problem hes been,
therefare, well-tnken care of, in the UAR and Iranian
agreoanents.

In the UAE agroements it has been dealt in two
wayn:

i ~— In the UAR—HENI agresment, the national partner,
may or may not clpate after the cormmardial
discovery. If he not partelpate, the fored
partner continoea nndrurthe:rapﬁ
retion operaticns  with right of the national
pertner to participate at any time.

d — In the UAR — Pan American or Phillips agree-
ments, the national partner does not perticipats
in the axploration expenditures after the commer-
clal discovery until and unless the forelgn partner
has exhgosted the total exploration expenditore
obligations spacified in the agreement. This obliga-
tion {s establighed for each agrecment in accordance
with the geclogical nature of the ares and is desl-

gned to be enongh to explore the main features of
the nres frvolved.

-7 -
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A shmilar principls s also applied In tho Irunion

agreo-
ment where tho oational does not participate in the after-
disoovery the foreign parincr hes expended
hig total ton, which 18 a lump cum for exploration and

development operationa

[n conclusion, it is extremely impartant to define properiy
the commsrclal discovery on a sound economic basls, but wha-
tever dsfinition s eelested it cannot protect th ' notianal partner
from the aftar-dlecovery exploration risk unless the obove
mentioned provisions are congidered.

Proper definttion of commercial discovery is wcll pressnted
in the Iranian agreements of 1965 which defined o commercial
discovery well and commerciel field

The well is considered commercial, when its productvity
bagad an tho thickness of the pay xone, peirophysical
properties of the resarvolr rock, P.V.T. analynis dats, pro-
ductivity indices at various rates of flow and an aqwared
druinage ares of 1/2 mile radius around the wcll bare in-
dicate that the well is capable of producing o sufficlent
volume of petrolenm, the veloe of which, baced on an es-
timated applicable postad price, shall cover twice the cost
of driling that wall within a period of 12 yearw.

The fisid {s regerded commervial if the quuntity of pe-
proleum ressonably foresoen as derivable thereform, ;]
such that delvery of petrolenm at the seaboard shall be
payehle on the following hesis :

6 — Positive Participation of ths Two Partners:
Tho edvantage of the partnership agrecment for s

—_-
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developing conmtry ls that it permits the country to be
deaply involved in the planning and execution of the
oparations, This enables the comntry to harmonizs the
development of its petrolsom resources with the overall
eccnomic development of the country.

In tho exploration phase, when the foreign partmer
Is rlal-ing his money, he 1s, in effect, 2 sole operatar
working on behalf of the two partners. During this pha-
se, the national parinar must exercise his right of pard-
cipation to the extent that does not llmit the freedom of

the operator who riaks his own money. This hes been
accomplshed in the UAR agresments and to some extent
in others, In the UAR egreaments, the forelgn partner ke
eppointed as operator during the exploration phass, but
there 18 an advisory committes or explorution commiitee
formed of 3 members of elther party to study the explo-

ration programs end bodgets and other subjects of com-
man intercat and to muke commentn, cssist and provide

necesgary |nformation to the operator whose declsion is
final, The national pertner hag aleo the right to audit

the exploration exponditurea incurrod by the operator and
to inspect the supporting documents to ascertain that:

-— 'The recorde of costs are oorrect

— The cost of goods and services are in linc with
international prices.

In the development and producton phases, the two
partners have aqual rights end operate jointly the com-
pany which dewelop and produce the discovery,

This joint and postdve particlpation of the two part-
nors brings them claser to each other and thus enablen
them to understand each other's problema The national
partnar has the chance, then, to lsarn more about the
Industry, tts bloomy and gloomy sides, and to be realistc
In taking declelons. The forelgn partner hos the chanc:
to understand the problams of the developing coumtrien
and to edjust his thinking and methods and match them
with the asplrations of his partner.

This wlll undoubtedly lead to bettar cooperation bet-
wemn forelgn companies and producing countriss.
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Bole Operations:

The natlons]l and forvign partmers in the partnerihip
agroemants have equal rights In runnirg the operatiars
and thus any decision hme to be jointly approved. This
fact in itaclf, foreey either party 1o cooperate with the
other to avuld dalay of operatiani nnd cunsequunt lose o

If, however, o shmtion arecs thot either party pro-
pazes to drlll an exploratiom wull ar to develop . ol dis
covery which the other party does not agree to, there
must be thon s procedure which kzapa everybody beppy
ooch as tha moly operaton procediure, which has be:n
adopted In some of the partnership agreemsnts, It has
beoa inbroduced in theis agre-menty in cazr of dicagree-
m ot regarding the folles.inq:

- Drilling of an explorativn wuall or wells,
— Driling of dcvdlopment well or welta

— Construetiun aof development or produch.m fa-
ciities,

In all thaso cames, the propoaing party pruvidea the
peccmmary financing end conducts tho operntion on his
own respongibllity and risk. In came of suee.s3 of opera-
tion, the non-proposing party has the right to particdpate
in the project agoingt @ exrtain compenwation pnid to the
proposing party. The compensation can be X<t of the
costs Incorred by the proposing party, bt it might be
also through permitting the proposing party to recover
his expenditure faster than at the normal recovery rate
Both methods were applied In ths UAR agretmentn. In
tho UAR-Pan American ond Philllps agreaments the per-
centage method was applied, whils the fast recovery mw-
thod was used in UAR-KENI agrecment

The Algerion-French agreement Incloded the sole
riek procodure ag well a3 o almilar arrangement based on
tho right of eithar party to reduce his peruentage of par-
tlolpation ia & givent uren and coneaquently to roduen
his obligation. Fither party 13 nlso enfitlnd to re-acquiro
his participation upon compengating the other party for
his coste plus an edditional compen.ition.

It i evidoot that the sole operntions are of great
advantage for the national as well as for th> foreign

0 -



M. ANITN — PARTNEREAHTF FETEOLEUM AGRILEMENTS 1Te

B —

It is most likely thet the national party might
— for local conslderations — need to develop a small ail
disoovery not attractive to the forelgn partner. This, ha
can develop through the sole operation It is
almo posaible that the forelgn pertner t nsod to go
into riaky operatiors not acceptahle to the natlonal party.
Sols operation procedure permits, then, either party to
frocesd with his project with the right of the other perty

tnpartlcipataa.ttu-cunpmﬂngthepmmﬂngputy.

The compersation {s in effect an encouragement for
the propoging party rathar than a penatty for the dsclin-
Ing party as ahown In the following exampls.

If the cost of drilling an exploration well, which
proves a commerclal discovery, I8 5 milHon dollars
end the compensation for the proposing party in
300% of cogts, the proposing party is them entitled
to recover, from the production, a quantity of ol
equivalent to 1.5 ruillion dollerm, Le. to recover about
cns million barrels. This mesns that the recovarahble
ofl in the field is reduced by one milHon barrels
which i{s equal to:

1/100 of a discovery thet can produce 100 million
barrala

1/200 of a discovery that can produce 200 millon
barrels.

1/800 of e discovery that oan produce 8500 million
barrels,

whjchinumﬂpruniummfurlvurymﬂﬂﬁi
af 100 milton berrels of recoverable oll.

Disporition of Produotion:

According to the partnership sgreements, the cll
produced fs ahared the nationel and forelgn partnem,
nnd each disposes his share by his own means. The
forelgn partner, who is naually an affilate or & subsid-
llryotmbnte@m.tadmmy,hlnaba&arpuﬂﬂmto
dispose of his share uaing the marketing facilities of the
parent compeny. The national partner, on the other hand,
htn:ml;tirulymkmuhﬂ.ngpoaiﬂm.ﬂahutogo
tuiofcruig:nmarkddngwhld:mvﬂmhuvyt:rm

—_] —



17s

LEGYFTRE OONTEMPORAINE

Tha disposition of the netional share of oil iz, there-
fore, & problem in the parinsrohip agreementr, particalar-
ly in countries whose crude production excends thedr do-

In some cascy, as in the UAR - Pun American agree-
mant, the forelgn partner promices to belp the notional

pariner if he encounters & difffenty in the dicposition of
his ghare.

In cther omees, ag In the UAR-Philllps egroermnt, the
orelign partner undertakes to market a part of tho na-
tlongl share agninst some marketing expencey determincd
the agreement.

Ty

B

In case of the Iranian and Algerian agresments of
1063, the forelgn partner undcrtnkes that if he lifts more
than 50+ of his chare, then 1/2 of his ndditional Iifungn
iz decmed to be purchaged from the national partner nt s
reducad price determined in the agreement. Tho rcduction
io 2 compensetion for nalng the marketing facilides of
the foreign partnar.

In all those casew, it i poaxlble that cne of the pertners

might

be underlifting for some years and thos docs not reco-

ver from & oertain field as mock as the overlifting partrer.
Consequently, parinerahip agreements sbould always be baced
on the principle that a party has the right to recover up to

B0% of the potrolemm produced from an olifleld until the time
that party recovers 505t of the recoverabls rezerve of the fleld

The application of this principle requires:-

1.

2

To set a procedurs of compensation for the muiariift-
Ing party.

Careful estimation of the recoverable reserve to de-
tarmine the relation of the overiifting and underlif-
ting partias

This is a complication in the diepasttion of oll and 13 bound
to create disputes betwesn the partnern

— 4 —
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It is, therefore, evident that the proccdure of dis-
position of producton eo far adopisd in the present agree-
menta should be simplified to enahle both parties to dispose
of the maximum part of thelr shares Then half of the diffe-

renos of liftingms of the ls considered purchased by
the overiifting party on the basic of a price agresd upon. This,
certainly gives one o chance in the market of the

other martner, but this chance I8 compensated by some market-
ng fecs and helps to smooth out the relation between the part-
ners.

Govsrameni Beowipts :

Partnershlp agreements give the country a relatively
high imoome compared with other petroleum ggreementn.

The country reccives that income elther In form of royaity
or taxos or as profit for it partnerahip. This is indieated from
of the inoome of different agreements ss pre-
serted in the following,

3

The comparison i@ based on the ratio of the total Govern
ment receipts to the gross Income. Thie is o better expressive
rutio than tha

Venesyals which gives the government a royalty of
18 1% end an income tax of aboot 5355, Thos, th
government receipts are made of the taxes and ro-

yalty.
B — Profit SAaring Agreemenis’
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ol prices. The OPEC maodificatons introduced to

thesa énts In 1965 called for the expensing of

the royalty payment with discountng the jost-

fﬁﬁmwﬂmtﬂﬁnmmmmw}gm
O

The government recaipts, accordingly, are ri=de
of the royalty of 1255 and the B(Y{ of the ;Imiiis
caleulated on the disoountod posted pruccs which for
thts comparieon are assumed to renge from 1109
to 130¢¢ of the realized prices to ocover thr viria-
tion: of theae pricea.

C — Partuership Agrexm-nty:

participation, 16% — 209¢ axpensed royolty and 4057
fnoome tax on the forolgn share for tho government

Tha above-muntiomed agresmnets aro compared for ciffo-
rent operating costs ranging from 10%% to 405 of the realized
the resultm are presanted In the following tablo.



L—Taves & Royalty Agree-
mend @ (Hx. Veneruels).

-

IL—Pro Shariig A -
ﬂaftitta': (Ex. I.-Ibyn]?m

@) With postad price 110+
of realired prios

posted prics 120%

) With
of realized price

of grows incomy onlgnisted for
dfYerwnt operoting ecats :
TI0T | MR s 0%
M8 | 40 2 44 4 802
5275 | 47.78 42378 | 37.78
58 b3 48 43
6325 | 5825 | 8325 | 4525
675 | a0 525 | 45
70 625 | 65 475
728 ab 57.6 B0
(1] 675 g0 028
a 582 0.2 438
85 584 | B2 15.0
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The compariscn of the governmrent receipts for the differ-
entagreementllupreucntuialmln]?‘m'.landl

Fig.lm&adittribuﬂonofincomeofthediﬁfmnt
u.gmmcntlonthabaﬂuofn.nopomﬂngcm:tofloﬁi. Each type

Fig. 2 compares the varlation of the government rectipts
1n different agreements upoll changing the operating costs from
15~ through B0%% of the realized prce.

This comparison imdicates that partnership agTe mints
gunarally give the highest income to the natiomal party or
fiovernmcnt This ix troc &e long as the opervting costs nro
lowur than 307¢ of the reallied Imeome.

Intha]-hddlBEﬂ.lt..prOd'ﬂCﬂon cust und depriciafion are
tnthna.wmguoflbcuntﬂabn:rduhichuaboutm%ofthu
pdmcompn.ruimthlﬁ——m%in\rmuuch.

_Whenopnnﬂnsmﬁtﬂamwdwi.pmﬁtuhunng“ﬂha-
;.mmgutmyﬂtymjghtbeademgmsmmmemm

‘This conclusion might be criticised on the basis that the
mnu-meuftht-punnfmhlpa.grcommtntﬂparﬂymn‘mmtotbo
pmhtnofthaca];ﬂtaltnvmuib'y the stute in the project
'fhis eriticlam could huve been valid if :

2 Themﬁanﬂpnrmerparﬂdpltcamthemka.udmnﬂ
the investments required for the project. which 14 oot
the case. The naticnal partoer partuipatis munly m
the development investments «nd evud 1l riconl wgIve-
ment it 18 not required to provide such 1w ~toentat

g . Acooustwg oad Tarabls Profits Procodery

The sucesss of pertiapation pyrecments Tequires
minimizing the dizputes which might are betwoeen the

ors. Huoh digputes aris particuliddy s cojuwtion
with the calculation of the Gov-rnmrnt sbure af profutn
or tho cettlmg of aeoounts betewan the 1 Ll

It i3 therefore, of importuny to include m these
agresments the following :

¥
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1. Taxabls profits calculation procedurs which shoald
define; in partdeular, the elsnents of the operat-
Ing costs, thes tangible and Intangible costs and
the rates of depreciation and amortirmafion, ste,

ZThamu.ntmgprmdmtobﬁadoptedbythﬁ
exploration char-

The UAR egreements include excellent examples of
these procedurea.

10 — Looul Oontractors and Locally Monufaotwred Halsrials :

The developlng countries are very much concerned
with the maxrimom otilizatlon of thelr nationa! man
power, know-how and locally manufacturcd materiale
Thizs i3 to increase thelr national inoome a8 weull as to
build up their local industry end know-how.

Consequently, partpership agresments need to
nelodn for maxitnmm employment of natio-
nels thelr pruference to forvigners Iff squnlly qua-
Hfied and expericnosd., Tha mame applics to local
contractors and locally manufactured metarials which
are to be glvenm preference, provided that the servico of
the contractors and their costs and the pricea of the local
meterials are comparubla with internetional services,
cugts and prices.

I mhould be in tho interest of the forelgn partner to
make the heat use of the local serviess and material
This paves the way for a smocth and long term coopera-
ton with the country.

It 18 alpo in the interest of the national not
to force the uss of the local eervices materiais
beyond the [Umits of their afficdency and parformanos,
partcularly in the exploration phrse. Thia phagse re-
quires the tm-aotthemoatuptodata,eﬂmimtmeﬂmdl,

andequipmentltoovermmaﬂnperplomtim
riskn, It ia pcm‘.lb}ethnta.nyddecttnﬂ:eeqmpmmt
ooed or the service provided mlight reeult In loeing the

iT
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discovery of an ollficld, which s a big loxs for the
rountry far greater than any guin obtained by uaing
local materials ar gervices.

The developing country has, thereforo, to do tx best
to btring up well-trained natlonal techniclans and to en-
courage the formation of servica contracting companies
far geophysical murvey, drilling and constnxHom cpera-
tlons. The eervices of these companies have to bo in
tho intermatiopal standards which canrot be zoquired
excapt thro cooperation with s&orviee contractors
with international experience in cuch fields The for-
mation of mixed eervice contructing conipaniea is the
quicktst way to build up the lowal ¢xpericne .

11 — Dispufes :

P1:L1-t11tn!t£[:£l agrecments estabHeh o relytlon belween
the State w grants tho oonceswiom aend the natianal
and tho for:ign partners who ere the grantces. The
national partner might be n state-owned orgonization, ut
lecally, it is on the samo Icvel sa the foreign company.
Censequently dispntes in the parinership apgroemcnts oare
of two typaes @

a) Disputes eriming bctween the rtite and the part-
ners which are rcferrcd to the nntional courta
gince a atite cannot sobmit to any fordgn jurls-
doction and i not becoming for it to crter Into
arhitrethon with & private entdty.

b) Disputes ariming betsresn the two partners which
are refarred to arbatrotion, rine~ it 10 ¢ race of
buslness rclhitlon botwesn two entitics of oamilar
rtatos, The arbltration (s werally car.ded oot by
tho repreweatatives ol the two partirs ard o
third ncutrsl arbitrator, and it 13 conduncted m &
mutrul conntry.

12 — Dversification of Partacrakip of Capiial :

When e developlng cil producing country cooperates
with foreign capitnl, it 13 for its advantnge to duol with
thaze who control or have access to good markria to
have good oatlets for their produrton whd etabiligsd

pricea
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Next to thess comse the independent integruted
compn.njeua.mi];urﬂmﬂ.lﬁythmeﬂnnnm.edbythuapitﬂ
ofth.emninommm.tugmmu-iuan_um,Italy.Gw
many, Japan, Spain, etc.

Recently sach companies becoms actively engaged in
oﬂﬂndmgoutaﬁetheirhanetomumudepcnda_bh
ecarcs for the comsumption of thelr countries.

It is, therefors, forth.otdmntlgootthed&mbptng
oﬂprodmclngommtriestomopantuwithumyu
pmmhlowiththmmpammorwiththmhnﬂngw
cexs to the major consumption markets.

This dveratfled gives the oll producing
countries a stronger tion in the markets of the eon-
suming countries, but this diversification ahould not bo
omdonalinuh;vmgtmmyopuratorninthemunhy
raise tho producton costs and consequently reduceg the
profit per barrel
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MANAGEMENT AND DEVELOPMENT

by
Dr. M. F. BL, HITAMI

L INTRODUCTION

mono-bodydammyﬂtmhawidmﬂﬂﬂduﬂthﬁmm
of ecmomium a fcw of them have been rel-

Indead,thadesmipﬂonofthﬂhomo-mplamn.ﬂadﬂm
bouad antmal 1t pairtcolerly significant in the fleld of dcvclop-
ment where moat contributers  exhibit e «dizclpline-bound
attitude in ldentifying the causes of backwardnessa: Tha econo-
mitt, brlipve that no growth will bo manifested i tho ebsence
of sufliaent resourced; the political aclentistd polot to govern-
ment +vTtems that moy not be compatible with growth cbjpect-
im;thasociologwtﬂundanthmpu}ogimmmoreamed
the mocin]l nnd culturgl barriers ond the conflicts arising
through modernimation; the psychaloglsts place greater em-
phasis or problems of attitudenal change; engineers and phyo-
led ¢cicntiets, who ere usually more practical and down to
earth, identfy the low level of technology wicd In backward
regions a3 the most probable cause for underdevelopment.

With rare-but notable-exceptions, the role of management
tndnd.opm.mthubeunmimmimdorﬂtugetherigmruiby
ecmomlstﬂ.ltmha]dthﬂteamumicundﬂﬂtvabpunﬂﬂ@ld
bomnﬂbythemjccﬂmoftheuruﬂmﬂyadmﬂnwdmtﬂ
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ptrr, nleo, ax irned FTeat Importance (o the fonctic 1. I rierrod
by the eentrcprencur |, who is both an innuy., or oo *vil ns an
odmintstrator, He believed that onty catrepronerie, by intrg-
ducing new methods for performing coonomice nchvitieg, can

ccanomy must a'3o aeccumnhite rranagerinl remoure.s e 1Ly
them effertively. Maragoment i3 a form of human o o 00 eridie
cally indispensibls far Industrial development.  Ag gy coumtry

Nwdlmtopoint-cnhthnfn.ctth.ntthelmmﬂmceuf
tho role played by management in  industrial d:yvilonment 1n
least apprecinted by the wly developing countries. It L to k1
rogrettad indead that gn epprecdation of the leva tnnribla, brt
nevortheless nece mary Prerequirdtes for zound md-trialie-ton,
comes only at a ruther advanced rtage of development, g -
though the necd for such apprecintion 14 ns great or m:ybe
even grenter, at eartier stagew. The extent of imnotanca
Gecorded to management and also the Iotenatty of ut lizatian
of monogerial rrsmsmmstobedjmcﬂyrelnt:ﬂtothpde-
grve of complexity in the sooial ceonomie, podtenl, rpd tchno-
lotical eavironrments. The further 8 coclety trave’s alome tha
path of development, the more intricitn amd complex b omey



2. Iwﬂlthmtrytordutoﬁmmcﬂtﬂtomuuf
thodumlnnntenvimnmentdinﬂmmntomhpud-
cular stage

Idorwim,howﬂﬂr.thltmnhan;pprmohwﬂ]nm

lrﬂybapmgusdbymyﬂmthﬂnmportnntamswhich
are:

LThnll.c.kctvuﬂfhdapurlmmtnldatlmnmrﬂlngm-
ny of the assumptions.

2. Ths simple cll.miﬂm.ﬂontachmqlﬂwhidlwﬂlhd
to a high degree of gemeralization.

3 'IhﬂaelmﬂunofarmUmitednnmbarcffmta'lfor
conglderation.

Mmhcri‘tidm_hﬂbomw‘tmd_ngnlmttheidmofbrmk-
mgdmtheproomofmlcgrcwthmiompamtnsugm
Whﬂnmchnchniﬁmﬂmh]imﬂadtoamﬁmmwme
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diversity ol .. _cors affecting the charnctor of development |ir
any particular soctety, yet, a8 far ag the Pre-cot endeavor |
ooncerned, such g chacyification, haowever mperfect othempies
can lead to a better understanding of the enviranmontal factor
wafluenaing management practices. It 18, however, impartant tc
repent, that sueh o clarvification wrill neacrarlly suffor from
certain broad generalirations which might not bn npplicable te
ANy specifio mensgeria] enviranment  The correlation aof the
characturistics of aoms Iinagerial practices docs leal pever-
thelesy, to a better Identifiration of ~ the wnfluence of dfferent

foctara in the chanring of  — forcing change:
mmnnugmalpmcﬂm.ltiunotthvpumndthup:;mrto
propose eny deflnito suggestions towardy o theory of 1Ehaget
of management development » however Bppod.ing this eonc.pt
might seem. All that ig intented, iy to pomt ont ind eraming

derstanding of the often-mentionod b, vy, to nrunag, al e
ficlency in come of the developing countrics

For the ke of simpHelty, I have broken doan the deve-
lopment process Into thres stames which vncompe: - ndt 1de-
velop.d, Industrinlizing, and advanced roctetiea meap ctivily, As
fLr 0y the purpase of thig study is conc rmed, thid couds ¢y
fAwntion will be quite gufficicot. A morg detaled divisipa of th -

traditlonal ar pre-Industrigl wocteties. The srcand stage inelndes
Bmeﬁtsthatamtnthoprmmofin&um-in]mngthelrm
n.nmk:l;liocietleapu:lingthrough the transition or take-off
rtege, in Rostow's parance, would b classified wmder this go-
ccmdatn.ga.b‘nﬂerthothirdm:ngem grouped the adwanced
tnihutriulsocieﬂeuthuthnvom.chedahighltvdofwmoﬁuc
developrmnont,

Two management espects arg selested for  eonrideraton
and comparimon within each of these gtage-:

1 Enperlar-lubord.tnateralﬂﬂom,nm
2 criterie for menager gelection
Iwil]ﬁmjtmydhmsajmtothmtmlmportmt

i _ mnnage-
nal aspects since they are comparatively eany to idventfy and
describe, and akso because the inflgences of environments] fac-

53
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tm:mmmtclaﬂymrkedtnlbapiugthach:ncterofm-
nagement pructicss sssoctated with them.

Itwﬂlbeob&anudbythemderthatauthoritaﬂmumunﬂ
patemzﬂmintnduuu-yh;vathﬂrparaﬂalutnuudiﬁcmlm
ciutte:tnrelnﬂmd:ipgbmmadoma.guorduadjﬂemnm.mm
parallels are obvioma In the paycha'ogical, socdo-oultural, polit-
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The gutocratic @ystem in management {5 algo » rflection
qfthapreulltngpditlmlmvtrmmmtwhmndichtorlﬂar
quasvifeudal together with a few priviliged formilieds

the ruling clasw Iepjjhtiﬂnreﬂectnthmobjecttmbytuhﬂg
thealdcuimﬂmulundfomig:ncapttulmmmvohing-
managemsnt relations.

The strems on the extendsd ar jolnt fomily at this rtage
afdsvtlapmantiuolmﬂymﬂmtedonthummmofm;ato
mamgerinl paritiona, which becomes hascd wpen meubrnh'p in
the family. It 1s the duty of the owner to give employment to

bokcdupmumemyforprwﬂtngthemumforufegmrd-
ingthﬁuecuﬁtynndreputnﬂunctthetumﬂy.Thiamcﬂccu
encouraged by the limited managerinl gpectalirtion rcquired
bytbelcwkvaloftmhmlnp;ya.udthnnmnllmudtheﬁrm
Nepotimn, 08 a woclological phanomens, hag algo becn explined
as @ reflection of the prevalling dynastlc power structnre in
the political myatem.

B. Indutrialicing Bocleties

The expansion of industrial firms and the crcation and
poliferation of state-owned public entcrprises remove the close
nrsodﬂ.ﬁonbetwmnthnmma.gurmdhhmhordinntﬁ.?omn
of paternalistic management beeome Impractical when labor or-
ganisations gain strengh throngh support from the political
Ieadership. Government legislation concernlng minimum wazge
geales, working conditions and working hoars mit mannge-
ment's freedom to a groat extent and do not encourage mana-
gummttovtwthework!rmapntmthﬁcm'mner.Autho-
ﬂmﬂmimwhﬂabeingmartud-tommmtmm.umtnad

Iuthepﬂntonmtor.uthaﬂrme:q;nndsmdthatechno-
logy amployed becomes more complex, it becom«s morn and
mored.ttﬁaulttoreurujtmmmaﬂllpmﬂannclfmmwtﬂnmthn
family group. Certain specialized talents become mor nettss-
ary as the firm grows end extends ita operatlors into n-w
lines or new gecgrophical eresd. Enginesrs, gricntists, market-
ing experts, labor tions lawyers, ete, cannot all bo found in
onerlmﬂ'y.’l‘heowmrllforcadtomujtmmaoutﬂdepwfcm—
tomlﬂ.Butth}eth:ofamﬂymlyh:umntmlwermtnind

-5
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thaumhmd]ﬂdbythcprcteuﬂmﬂ.ll,ttaﬁﬂ maintaing He
authortty over all ouatsiders.

Whmnmmﬂcm]htpnhﬂMImdmhipwmmtotha
pictura.l.ﬂhnhap]gmludmagmtnumh-&ro.fdmﬂopingm-
cietles, there a the movel phemomenon of political mana-
goment. Indivi who have chosen to support tho new polit-
lcallyﬂtam,butwhourenotmedadord;mﬂ:udtoholdpoﬁtiml
officcs, may be offered the top management positions in the

onlymmdmtrhlentcrprm.but;howﬁhinmyorgmimttm
of conssquencs in the country.
Becauﬂeufthorapidmtaurmdmu-hlinﬂanmdthegene-

mmdwﬂmdvﬂmmmuppomb
ed in the new industrial enterpriees. They usually bring with

ment departmants, Thelr attitnds oonsttutes one
utthammtdttﬂcu}th;rﬂarﬂintndustrhldwnlo;maﬂt.

Witth the great amphasie upon technlcal progress,

with sclence and technology ia held in

high estecam. BSclentists and eors rise very quickly to

middle-and top-management . Technical know-how is

considered the key to the so of all Industrial problems.

Naadkmbouy.mnymmburlofthilnewchuoftmhmtu
tﬂ.ckthﬂtrﬂntﬂgundtﬂantformmqement}u.dmhfp.ﬁuw-
ever, thqbﬂnswtththtmthcudcnﬁiicatﬁmdnmpmb}em
solving, which 1s somstimes lsciking In political managers and
etvil aervants.

C. Adoonced Countries

mthmitybyquttﬂng,rutﬂcﬂanofautp:t.r;ramtuwim
Gawmmmitnturrmﬂonthmghlngiahﬂonrogulaﬂn;hhcr-
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tothemdetymgmerdnndtaﬂdntobcrephudbyﬂ};atfmor
deamocrotic menggement lrpired by the prevalont political phi-
lamophy of constitutional democracy,

In large entorprises, it becomcs more diffiruM to rchleve
a high level of accuracy in diretling the operwtinnnl adivites
without prouper delegation of authority, capecivlly, if the cntor-
prie produer ceveral diverae products or if its branihes are
sprawle 4 over © larg: geogriphic nrea. Thia tends to forue top
managermont to deeentrulize, fo that authority for maidng de-
cimons 13 delegated to lower levels of management,

It v 9 mentioned, when we were diecuiing monagement
m industriaHaing eocleties, thnt as the firm
uxpandsbryundacertnjnaim,thepmcﬁwofhmﬂym:muge-
ment + modified to include certwun necesxary tolents In epecin-
liced firld. Throuzh this way professionals make their entrince
and start influencing management practcey  through a more
rational opd pragmotic approach to boslness probleme. As the
firm grows, most of the new menagerial pasition- terd to be
filld by more professicnals, snd ownerghip interosts are oru-
dually rqueezsd-ourt of the marigement rankn. It becuome na-
ronable to predict that ag [ndystrinlizing socicHos attain Lighr
levels of development, polttical management, nleo, beeaw.: aof
its reliance on  professionais g the urganiration increarsc: in
camnplexity, will eventunally give Wiy to professinnal managoe-
ment. A3 A matter of fact, #t can be notleed that vwhntover farm
of poliHon! mystrm or ideology an advanced sty choos o to
adopt, profecslonal management alviys beoom-3 the rrovalint
type.

. ENVIRONMFNTAL FACTORS:
The covironmental factors {nflaenting the charmeter of ma-
nagement prectce can be grouped into five v tu:
Prychological
Socio-cnltura’
Poltdenl
Beonomic

Technologteal

The manner in which each of these mats inflyency mrane-
ment charactaristics will be diycogsd in the {ulloviing wuts_c-
tHons,

|ortow o e



M F, IL HITAMI —MANAGHVIENT & DEVLLOPFFENT 188

A, Paychalogical Factors:

The personaltty traits sand atHtodes of the manager de-
termine, to a large extent, the syetem of authority he will use
end the manner in which he apples it in his work relations,
The subordinate's attitude toward autherity and hia
gleal needs, oo ths othcr hand detarmine the degres of
ceptance for the management system. It has been remarked that
authoriterfan monageras have agresmive and domineering per-
sonality tratta. They generally view their gnbordinates as infe-
rior and wmtrustworthy dependents. Managers who use the
demooratic system of enthority, by personal inclination, gense-
Tally hove more balanoad personalities and their attitnde to-
wards thetr sobordinates s tempered by the adoption of res-
sonable egulitarian principles. They view the sibordinate as
an indtvidual who has certain rights and obligations.

Ithubmnoﬂcadthntthosubordtmtalaﬂ:ﬂndawwurdn
a in underdsveloped or traditional societies Is that of
sub and dependsnce. In sdvencad aocieties, on the cther
hand], the subordnaets would tolerate wvery lttls suthoritarian
pructices and would rebel againgt their exceszive use by mana-
gemant.

B. Booial Faolors:

The most important soclal factors infiluenclng mansgement
Jractices include:

1. The coltural traditlons and oostoms,
2. The religioos and sthical values,

3. The family aystam orientation,
4. The clams structore; and

8. The educntional philogophy.

The culture of a soclety is the result of the histerlcal
amnmulaﬁmcfnoohﬂyamptabhutnmn.htdiﬂm,md
moeurs. In many socleties, particulary in the first stage of
development, great emphesis 8 pot on the maintenance of
traditions. anduthim.lw]:um,mwhmmota&.urud
to by the are held in great esteemn end have e
powufullypmniﬂnamﬂnmmonthaaﬂitudeofthemuy
at large. The manager has to oonform to the
mrtuibythdrtufhmcmmutomﬂnhtnamtlﬂwtory
leval of hbor relations in his {irm.

The eriterla for manager selsction are greatly dependent
upan the family systern orfentation in the society. In traditional

- &1 --
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societies, where the join system provails, the manngom-
eal pomitions are filled by the owner's relatives. With the

increase in employmeat opportumitics and tho introduction of
Itﬂ.tn—uponsuredaocinlmﬁtyinthesemndn.ndthirdm
of development, the joint-family uyutern becomes lers necessary
as fnr as the security of the fomily member is concerned.

The clasy structure in the soclety also affccts the criterda
for monnger relectdon. In quasd-fendal or dynastic cocleties
on'y members of certain clasme; or casts are wllowcd to cngage
In sigmificant economic activities, In more advanced societles,
where there are leas distinctions between the classes and where
eocia]l moblHty Is greatar, managers are eelsctsd au tho bams
ofothercﬂtﬂﬂ;thanthmafhelongjngtonminmmﬂy
or social cla=s,

The educational aystem favored by the moclety exarts o
powerful Inflnence on the sywtem of manager develogment
Traditlonal educatlonal systems strexsing the ability of the
student to memorize end blindly accept the vicws of higher
agthorities, produce unimaginative and uncrestive managerns.
In advanced soclstes where more Importance is given to logienl
and inquisitive sclentific thinking, managers genernlly cxhibit

problemy,

C. Politioal Pagtors.

The influcnee of political factorn is most keenly felt at the
entarprise level through legislation conecrning wage-scales
working-hours, working cooditians. apd unton-managenent
relattons. The prevailing politienl ideclogy detarmines the
extipt of managoment's prerogatives cod the owncmhip oyvutom.
Where the politcal objectives of the leadership ni-volve mronnd
the eafeguarding of the priviliges enjoved by certain femilies
or clasges, enterprise ownership has a compiratively greater
degree of frecedom in labor-relutions decinlons vnd, forthermore
is guaranteed governmeat support in most labor disputes.
Boanlist leadershlp, on the contrary, gives more importance to
the welfare of the working clnsses, sines they are rogurded ns
the main support of the political system. In come emerging
couniries, aa woll a9 in some advanced ones, the appolntmont
of political managers conwtitutes obu way for guarantesing the
fulfillment of the political chjectives

It is nleo important to notiee that the political oystem of
authority 13 cloaely related to the managerial anthority cystem
In any particolar soclety. In totalitorlan and detatorial count-

s adhersd-to in both the politioal

[in}
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2 The sise and number of entarprises
3. The prevailing ownership patterns
4 The availability of resources, and
B

The extent of labor orgenimtlon.

Acnmlly,muﬂotthmhctorlmhnvﬂymtﬂ-dﬁpmi-
ent : the pnﬂnmdupu:chnpmthnmicuym
and the siwe of mm;rha.thenmbﬂandﬂndcnm

rahttonlhjptomnmmmtmsﬂm The pressures they
uu-tonthaﬂmmbei.mmadhtdyfo]:t managemsnt,
Unless mmnagement's tion and af the

1. The type of product,

2 The level and complexity of the techrology employed,
B.Th.atypooftndtu'h-yﬂl.hor\’ucu.pﬂﬂh:tunﬂw),wd.
4, The scals of operetiona
Fhmm:gta‘adlntheproducﬂ.mafdmpbpmductlom:



Ia shonld be notiesd that the technological fattary ax well
nsthqeeonomicfactorlnrnintlrdepmﬂeut:thotymorpmduct
the t;pe of industry and the zoale of operutiony determimao the
lcvel and complexity of the technology employed : the type of
pmduct,thele?elcttmhno}ogy.a.md the ecale of opcratioms
dctu:mineth.etnt&mityoflmeofcnpltalandlabor.

IV. — CONCLUSIONS

Earller, it was stated that the objectve of this pap.r 1 to
ldentify the environmentsl factors that mfiuence the character
of management practces. Two aspects were chosen for (xyg-
mination, nemely : superior-subordinate relgtions, rpd the
triterin for manager selecton. Through en examimation of the
characteristics of monagement in gocdeties at threa stoges w
duvelnpment (anderdeveloped, developing, and udvancid .o -
ties) it was discovered that manpgemcnt practices are amsocinted
with certain condltions in the environment Tt was derided that
the character of manngerial Phulosophy and practicr3 is largely
determined, or at lengt stremgly influenced, by five scts of
ensironmeantal factors :

1. Payohological : personality traits, dovelopmontal tr.n-
2 Bocio-culivral ; enstoms, traditions, religious and t.tl'uttl

3. Political: ideology, systam of government, ptt Lo of
lcaderablp, natlonal gosls, system of agthority, . te.

4. Economio: econamic systam, rato of growth, wir: of,
and number of enterprises, ownership patterpg, wveils-
bility of resources, extent labar orgnnimton, ...cte.

8. Technologioal : type of product and industry, level rrd
complexity of technology, scale of operations, .. ete,

Itbsu;gutsdt.hntt.haeﬂmuohnfcnﬂrmcntalfw-
tnmuurtomt&tnprmmnnﬂt&dncmmtaunthamfmagu
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other the role of national leadership asenmes greatesr -
grificance in this respect by inducing changes in the aoclal,
political, and economic emvirooments, In this one of the
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theys three approaches whils by ne méans Insignfficant, have
0 by modifled by taking into comuider.tlon the lnfurnee of
mvironmental foctors acting oo  manygement under different
conditloms, A recurring cenmpls might rerve to illustroto this
podnt: Itlahcldb;vmo:tanthorltlc:mtheﬁe.bdofmumgammt
thntomdthammtmﬂambmrlmtommnm:dnlc&idmuy
tsthounwﬂltn,g:nmofamn.gartodﬂlngntem:tofhisuu-
thority to his subordinates. Well, Ict’s examine the applictbility
o,ftheprtnclploofdalegaticnafmﬂmrlfytnthemsrofltym-
ozl manager in a developning moclsty. First, it i3 rather diffienlt

nﬂjy,nndpohﬂcﬂnﬂumwmﬁthamm,eriuMdu-
oed to change his managcrial philocophy, hs wonld ctill have to
fnmthaﬁblemuftmlmn'qﬂubordimtutoam-ptn#mnﬂhi-

In respect, it shoald ba burn In mind that it is quits

This axample aiso ahows that the tranafer of management
pmdim.thnthnmpwvmmcamtultnmmunh-y,tonm-
ther oan be a highty harerdous proposilon. Whilo cortatn mn-
nagement techniques In the area of aceounting end producHen
are tran~forrable, practices involving the humnn element can
hordly bs expected to meet writh the samo degree of sutcezs
managerial aitoetions in Mffcrent nocietien. It follory that roo
ﬂmrlmportn.ntfuncﬂcntnbapcrfammibymﬂmgemmtisto
oxmine and evaluate succeswful prctices in  other countrien,
and to test them for adaptability to ita particular emvironment
Many developing countries geem to be willing to Import mena-
gement mystoms from advanced countries os rondily as they
import modern technology. While the latter are highly tranafer-
able, the former can hardly be considersd as such.
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ltncuthmorgmlmﬁmsl.nduntu';u-lmuethepm of
the Peopls -, Withoqt questioning the theoretical nﬂm
ofuuchanammpﬂan,thmlncvurymmtnthj.ukthut.trom

npnrﬂypmcﬁmeohIofrlew,thalnmeofc:mﬂictabcmm
rwiﬂhtorganiut}omutdmtmpﬂmaﬂwtadin‘:ﬁyarm-
rlrectly the intercats of private iedividunls, Far fxample if
unoolnlistuntarpu-l:chordumdbyn.nurbi'tmt[un ™urd to
pnydamamtnamthorloch.u:tuntm-prlm. it i3 Likely that
thisam:dwiﬂpmdummmmlnthuamountuflhuﬂ
ofprcﬁtspaynhiotothelattaﬁle:m.pluywandonthaother
hn.ndadﬁ::lnnﬁcminth.emwuntofﬂhnresaipmﬂupuyable
to the employees of ths first. Besides, the foet that o ecrtnin
enterpriss has lost the cass iy open the way for holding
investigations and inquiries and tmpawing heavy Hobilitics upon
thoa.awhomuaa]bythuirvrrmgorncgﬁgmcothobomofthr
ehterprise,

’I‘hcuu-oofthatnmclrbitnﬂun»withrupecttoourimﬂ-
tution i8 confusing. Arb.itn.tlo:n_ coanra from the Ruozman

mowmﬂmbyi&aﬂudﬁnitnmmiugquﬁadie:ﬁnct
from ordinary arbitration. In other lnguages the loryers
hed to find an epithst to avold confusion. The ¢pithet com-
y upen 18 « public » and thus our insHtution came

between Private liw and Public law @, In tho hops to evude
theambiguitydtheepithetcpublk».ommybetempted
to prefer the wes of the eptthet ¢ cooromio ». But hcre agom
we enoounter the same sort of terminological difficulties.
Sodalhthwwudonotuyuta.grueonthepmhlcmwh&thur
there i3 an Bconomic Law ™. IKven for those who admit that

(3) WA KHALIL, ¢« Lo dirigiwne 60ODOmIque of s contrdts », Parts
(LGDJ,), 10T, Mo 580,
(l)RDAm,cmmmmdrdtmtmpqnni.Pﬂm
Dalloz, 1984, No. 102, p. 37, No. 1 & 2.

(#) & AL-ASHIOUTY, nots tn AkQuoncinwal Intitad, 37 (1067,
B M4, M4
mmmmmmmcmﬂwawmtm—m
Imrae-afO‘b.chtm;».Ch.h-n.l&ﬂ,tnAn.hh,p.&
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thers 1y gr there must be an economio lnw, thers is wide diver-
gfence musoRg tham as to whother Eoonomic Law must englobe
Civll Law or musl remain a ssparste oantity different from
Civil Law . Having regerd to the ambiguities mherent in
the umse of the epithets « Public » and « Heonomic », I prefer
parsonally the uce of tho epithet « Soctalist ». Bocialst Arbl
trwtion 13 in my view the proper terminclegy to designate our
insHtution and to distinguish 1t from other institutions,

I

THE DIFFERENT SORTS OF SOCIALIAT
ARBITRATION

Socinlist arbitration 1s diwided In many sodalist ecantrics loto
twp maln branches : State ArbitreHon and Departmental Arbi-
tration ™. In some coantries eg., Czechoalovakia, there {o o
third sort., vix, Cooperative Arbitration ™.

State arbitration (gusudarstviennly arbitraj) is by large
the mo4t important sort of arbitration. In the Soviet Unlon
thers sre thres different lovels of arhitrution :

1. Stats Arbitratiom attmched to the Coundll of MMinisters
of the Unlon.

2. State Arbltration attached to the Council of Ministern
of the Unlon Repnohlca.

3. State Arbitbation sttached to the Executive Commit-
tmes of Reglonal Sovlets.

In other socialist countries thers are ahalogons territorial
divinlone of State Arbitration

Departmental arbitration (Vedomwiviennty arbitrej) Is
confincd to depates within ons department.

Cooperative arbitration in Créichoslovalds is competent to
deal with disputes between cooperatives.

(8) AL-ABSTOUTY, op. dit, p, 5T
(T) DAVID, op. coit, No. 1, p. 2.

(3) Art. 12/2 of the low No. 111, 182 Bullrtin of Creshoriosak law,
1908, 1—1 p BT
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IuEgyptﬂlmhonlyunasortofSociah:.tArbitmum.
'Ihutho.&&lB&Bcreatcdmarmtntiunbumnnand
attached # to the technieal comneellor of the M.unistey of Justice,

jon}
THE JURISDICTION OF SOCIALIST ARRPIT.. TION

The ganeral principlo concerning the jmrisdicbon of ~neir-
list arbltratton 15 that it hes jurudiction avrr the dispotes
between coclalist entcrprizes ard crganlation @ In Bulgiri,
the arbitration has no jurindiction over admini-trative snd fis-
cal disputes 09, Tn the Soviet Uninn, the arbitration P23 no
Jaricdiction over disputes invalving o privato irdividual or o
ROLKHOZ ( 1'The compotcnce of the differcnt lwva's of orbi-
tration i1 tmscd on the value and the nnture of the dixmrte OB,
Tho vrii 1t m atlachsd to the Conncil of M, 4.0, £ t' _ Urion
bus jur- Lition over the duspured wreTars th L~ lon o
coplract huving the value of one millian rombies snd orv- tlc
dispurten concerming the execirtioa ¢f contricts baving the ,uiun
of 10L.00 roublex The arbitration r*tiched to the Coa . 1 ol Mi-
ni#tcr of the Unlon Republics has Junsdiction over dionte
woncernmg t'y . canchluslon of contracts hrving th v of
500,000 roubl~s and over the disputes conccrning the execution
of contracts having the value of 5,000 rombles. The erhitrition
attachod to the regional eoviets has jurisdicion over tho dix
putes thaet lle oatside the jurisdichon of efther the ertbitr.Hon
attached to the Conncll of Ministerw of the Union or the «rhitre-
tian attached to the Counctl of Ministers of the Unlon Republita,
In other soclalist countrics there are similar value limilntions
on the jurizdiction of arbltrution ¢'9

In Egypt, art. 68 - 1 of the Iaw No. 32, 1968 p ovid_; th, t
the arbitration has juriedicHon over:

(8) P.¥. LOGINOV, « O sootnoetwml norm materiaingyo prvo | arhi-
mm)Mmmmimlm.Lp_m.

(10} J. BTALEV, « Btatq arbitrution in the Ba'gnrian Pocpl's Bo-
pubio », Rev. of Contemp Law, 9th yrar, No 2 1g83 -19M3, p. 11!, 110

(11} P. PECORI + 01 nuovo oodtex di procechura cvile drlla npablca
mdﬂﬂﬂf&mﬂnmi-ﬂmdiﬂmn».f&v.&r.mw,pmm

(1) DAVID, ap et, No. 18T, p. T34

(12) Tror cxamph yre for Bu'gurk, BTALIV, op wut, p 19, Far
Riamama, see V. VENIAMIN, ¢ Lo drot publs rt l'orpanisation jude
taire ¢ In Roumnsanis d'oprés-guerto » In » Law m Ewhtn Dorose »,
vol. VII, Layden (Bythatt), 1063, p. &2
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1. The disputes between public sector companies.

2. The disputes betwesn public sector companies and
government euthorltes, public crganixations and public estz

Art,

to private individuals end juristc persoms the right to
with a public mector compeny to refer the dispute to arbitra-
tion. The agreement must be made aftor the occurrence af the
disputs. Here aguin & party to the agresment must be a pablic
gsctor company. A privats individoal or a joristic person can-
not erter imto an agreement with a government authority or a
public orgenimtion to submit a dispmie to arbitration.

ernment authoritles and to give to privats indtvidnsls and priv-
ate jurietic persoos the right to agree with a paobllc sector
company, or & public estyhlishment or a pub’ arganization or a

authorhy, to refer the dispute to crbitration, wi-
thoat requiring thet the agreement muost be after the occurence
of the dispute.

v
THE PERSONNEL OF ARBITRATION
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Dated @ repregentative, (19 This method of forming arbitration
boarduilfolbomtnudmrﬂocia]istlnmm

fﬂmuntofthoathurputy.Baida,tho must be us
informal as Finglly, the must bo Iogieal
and exemnpt from arbitrarivess,

(14) DAVID, op. oit, No. TB9, p. 234,

(u)hafcrttrunplerandm:ﬂ.J.mPD(m,cltmhmtnr
ﬂunmm:phmmdltmmydem).Rw.Othtw.nﬂ:ch.
14 Mo 1, p 9.

(IB)ZE!DEB.,tnPruwrcdm}'e,llﬂ. No. 3 p 1, FALCONVITCRH,
In Bav. goa L pr, 1964, No 1, p 65, citod by LOGINOV, @ «it,
r 0T, BTALOY, op. ot P 128 H

(17) LOGONOV, op. ot p 97, 100,
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the acton ex officio, But in some goclalist lawa, e.g. Ciachoalo-
an gnd, Poland, ®% the chairman of the arhitration board
or the head arbiter has the right to start the proccdure ex of-

foto,

Becondly ; according to clamsical civil procedurc the judge
{s bound by the enbjective and objective alements of the dispute
as determined by the partles The judgo i@ not entitled to
change co officio the parties to the dispute (the subjective
elemantn) or the clalme of the parties — (the objective ale-
ments). But the laws of soclalist countries do not follow this
rule, For example In Cxaochoslovak law the board of arbitra-
thon is given a frechand in the examination of the diepute.
The board can, ez officlo adindicats a right to a party to the dis-
pute, examine new facts, and order a third person to be a

to the dispute @, Thindly, in soclalst laws we find
or the review of arbitration awards that are dif-
the clazsical pattern of revlew. The erbitration
awards can be quashed by the head arblter ar by the Councll of
MNinisterg if found inconsistent with soclalist legality or with
the ecanomic policy of the State @), Even where an appeal

by the head mrbitsr, and the appeilate board

In HEgypt, the Law No. 32, 1998 provides that the arbi-
tration board Is not bound by the rules of the law of civil
proocedure bot that the board must comply with the asfeguards

(18) BYITAVEAXY, op. o, p 4L
(18) TOPINBKY, op. ot, p. 14
(30) BVITAVELY, op, o, p &0
(X1) Art. 43 of ths Corchoslovak Arbitrefion Law, No 1X1, 1043

In Ball On Law, 1063, 1—3, p. 85
(2) Boo, &y for Polsnd, TOPINAKY, op. cit, p 18; For Bulgaris,
FTALXYV, op. uit, p. 138

(W) See, POOCRI, op. cit, 308, etc.
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fundamental principles of procedure. Tho hw al=o pro-
that tho board must make the awnrd spoedily within
L...ths from the date of the order of the ministar of
Instituting the board. Two orders of the minister
ce, the ordar No, B85 and the order No. 988, 1866 con-
tain a fuw proosdorul rules and tho prachical result ia
that the mrbiters are left with o freehpnd in the formmul tian
of their rules of prooedurc.

155

%

Tho awords of the arbitmition boards are fingl gnd are
not sobyect L Loy review.

LY
THE FUNCTIONS OF SOCIALIST ARJITOATION

Soglalizt writera acspgn to rsocialist ariratoa wmres  ont
functcmy, viz, the protection of tho rights of wouiulit orge-
plrothons end  enterpnses ;3 the furthoramz of coopriatica
bitveca eoclalist organizations and cnberprizc: in fae HA -
rv+«l of the Nullonal Econamic Flan; the sbwp o gamst
turcancacy @ e2ebling the ecoromic orFapy In tl. ' uJlf.ll nenf
of th' r dudits, helping the pevernment in the wia of (co-
nomic devolopment ; maldng a  comprom -o tweon the
pativnal wnd regional mtere:iy @Y,

To carry out theze Puncticrs tha arhitration has the v or
not only to acttle the disputes. but also lo rive rdhaioiy
opinlon:, an the prublems submitted to it by th» cpprouriat
organs @0, The pre-cantructual dispoted repreicut nopub.ton-
ticl part of the work doms by arbitration. A dispuie 13 ¢ :d
tp be precontrnctnal when one party demandd from conoih-T
tho concluxion of o contract in folfillment of u certain 1.a m
th plan, and the two parties fail to agres on the termd of tF-
rontract. The party who i3 eager to conclude the cnati-i .
may rofer the matter to arbitration to obtain an ordir to cari-
pel the recaleitrant party to ooncinde the contruct &9

Some Hgyptian writers think thet it s doubtful whether
the Arbitration in Egypt hns jurisdiction over pre-contractml

(M) LOENGCVY, op. cit, p. 97, BVITAVEEY, op. ct, po 34 LY

ANIWMOV, Rol srbiiraje ¥ Dovikh u-lovlyokh Ehad1ycstvir onoso  Uprav-
Hentyn, Bov, gus. L pr, 1987, Na 2%, p. 76
(Z5) DAVID, op. cit, No 180, . I

(28) DAVID, op. ct loo. ot SVITAVEAKY, o ct p. B
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an, I think that there should bs no doubis about
this, because pre-contractnal dleputes are real dispotes that
justify a judicin]l Interventions. But it ls clear that the So-
clalist arbitmatlon tn Egypt is not competent to give advisory
opiniona,

v
THH NATURHE OF SOCIALIST ARBITRATION

Many theories were puat forward to determins the nature
of socialist arbitration.

According to cne theory, socialist orbitration has en ad-
minlstrative nature. According to s second theory, soclaliet
arbitration hes s mixed natore, administrative and judiclal at
the same time. According to a third theory the nature of
arbttration varies according to its functions. With respest
toprwontmctualdhputm,thadechﬂmnofarb&hﬁonmad-
ministrative declslions in & Judicial form. With respect to
other disputes the declelons of erbitratlon ere judicial ded-
glons. This theorY i wurranted by the provielon of art 8 of
the Fundamentals of Civil Legislation in the USS.R. that ar-
himﬂmmwtthordmrymuruthemeq
civil righta. Acoording to o fourth theory, arbltra-
tion s e political organ In charge of the protection of coclalist
propmgandthﬁpmmodonofmdﬂistbebnviomandltﬁ-
tirdes &0,

In Egypt thers ls rn difficulty. Arbitration boards are
truej‘udicinlbom.rch,nndthelrdachimunmtnlﬁjudicin]dtd-
slons

X
CONCLUSIONSH
The instituton of socialist arbitration plays an important

role In the planified economles of soclalist comtres. In
Egypt tho institnton bas so far proved to be satisfastory.

(27) Q@ EIL-OTEIFY, The Law of Puhile Estabifshments, 1808 p. 100
MMc);F.Wﬂr.mmdmmm,mw
thead, 37 (19€7), p. 387 (In Arabie).

(28) DAVID, op. sai, p. IM; ARMINJON, NOLDE amd WOLFF »
«mmmm».ummmm.m,pm-
VENIAMIN, op cit, p. 161, 8STALEY, ap, oif, p. 13—1M
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Frum the éate of thair creatlon in January 1768 to October
1£,7, the arbitration boards have decided 8,700 casc, and U400
cusis have bewn mettled amuicably, out of & tutid rumb.c of
0,000 cnrey G,

The nrbitration boards aro in n-ny matances faccd with
diffleult problems of cconnmic exparslen and dovelopment. and
cortiualy thelr tosk s mado casier by the partidpation of nom
profeaalonal judges, as reprisentatives of the particr, It i3 too
raaly to rake a velid appreciation of the role of arbitention
in Eqypt, bat It acema certain thet Hs euccess will depend very
much on the ability of the judges to creats new proc-dora! ~nd
guhstantive rules. The main drawbauck in the pri..nt aystim,
i~ that thcre I8 Do appeal from thr arbitration nwards. Apart
from the fact that thls may lead to injustlee, there iy in fact
ro ramedy to eliminate the would be-contradictiona In the
awards mnde by different erbitration hoards. I thi-k that it
11 proper time to creato an appellate arbitration board 1o ensore
mniformity in the crcation and interpretation of the ruli« of
Iaw.

Somo EgypHan writers expressed the vicw that it vas
ingvitable to create a wywstem of rociolist arbitration in Exwpt
on the arsumption that the same circumstances produer abvays
th> rame rcsulta. They argue that since socinlist arbitretion
in the Boviet Unlon and othor Hastern European countries wus
o result of the cxpansion of tho appropriation of tho busde
means of production by the peopls, the axpamgion of poblie eic-
tor in Hoonomy had ae an unsvitable regult the crea-
Hon of a eyztem of sooialist arbitrotion 9. But I do not think
that this arsumption is valld Experiencs shown thnt the came
sort of problemw are not necessarily dealt with by the mumoe
eort of Institutoms. The Egyptlan leglalator esuld have done
very well by croating neww divisloos in ardinary courts or in
the conncll of state to deal with the increasing nurabcr of publie
cector dlaputen. The creation of s soparate gyctem of arbitra-
Gon omo»ca a netw split in the juwdiclal system, At a time when
there is a strong trend of opinlon claiming the fosion of cordl-
nary courts and council of sate “U # inderd geer~ absurd to

I9) Tha Qfficlal rtatwiles ors not yot pohlished, and T rolied opan the
foformation ghven to me by Mr. Moostafs E-Flgl, the Tuohpiowl Ceosm-
milor of ths Ministry of Jostes
(30) HHATI, op ot No MO
(¥1) Bcy Hw amwmymoos Dotn I AQuaneun Wal Igted, 28 (10468) Do
1T3—1T8; Al-ARBNTOUTY, op. wt, p 808; EI-OTHIFY, « Boclobat Jos-

tios s, 1908, p. I8 (In Arahis).
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