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I—Inmorethmonerupecttheindu:tmumdonpm
mthoA.R.E.whlchrwd‘vedllnrﬂcuhr}yﬂu'mngmpﬂtmm
theh:tdmdc,wiﬂbetntulﬂ:aimth.cfutun,mddwelop-
ment patterna, differant from those previously followed, may
have to be worked out. Dhcumianoftharuquhjtelmdprobt-
ble implications attaching to thome changes in industrisbzation
pa.ttmrcquirequthomug:hntudyofthelaﬂmmmdapeﬂm-
ces of past Industrislimtion policles.

thahmderperipecﬂvaofthelodﬂmdcultnnlchmguthat
Is concomttant with economic development. Indostrial davelop-
mmthmtﬂmplythecq:nnuiuncfpmdtwﬂnncapacitymdof
output of mennfactured gooda. Industrial developmant, in the
utdctnenmc:ftheterm,ilthemm.tob'uﬂdjngu.n«lndnutﬂn
soclety» characterized by the features commonty attributed to
it . a ratiopal organimation of production, both in manifactor-
mgnndluotheructonofthaemnnmy,whichtntmhnpﬂu
the [ntenaive application of schemcs and technology throughout
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an «oped - soclal stratification mystem, gupported by modn
methods of education oapable of forming the DCCEArATY talent
and equipping the whole population to underatund and take part
in the Industrialmtion process.’

3 _ The decision, taken in 1655 ' and embodied in the
Nutional Chartar in 1662 — to organlee pystematic ¢fforts almed
at ensuring the attalnment of mintmum gronth targetw for
income, and to ure planning A pasic mean to that «nd reiloeted
@ con-cious ewarcness of that «total  tretment of diw Ir.pm.nt,
gestoral or In aggreghie Before thea provisons ainied at eo-
scuraging industrial growth through ipdirvet ipcentiver oxisted
alnea 1930, the time whea the foundation of modern industiry
Egy‘ptwa.uacma]lyhid.md.bythnﬁmethemiddlaufthﬂ
present century was glving way, a multplictty of legul provi-
ghons and eystems of what may veTy looaely be called industrial
policy wua already in exlstsnce.

4_ Two landmarks in the history of industrial develop-
ment in the A.RE. werc the establishing of a separate Minlatry
of Industry in 1968 and the Industrial Organization Law of
1858, The First Five Years' Indusiriatization Programme—-pre-
pared m 1957 and later incorporated with the general plan of
196085 — was another important step towards the consolida-
tionofhldutrhﬂpoﬂcytnthllmlypaﬂod,

5 — The process af economic developmeat in the AR E was
gecompanted with signiflcant organizationa! changes of e far
reaching nature.  With the rapld mocialisation of the c¢co-
nomy'" a major portion of the industrial seotor wos trunsfor-
med into state-owned cnterprised. Con=equeritly, it hio: beell
necessary to evolve new ecopomic managemert technlques in
order to tmprove the overall effietency of the industrinl sector.
The evolution of the public sector in the indusirial field, both
in structural organization and manpgerial cfficiency 18 2 saticnt
feature of Hgyptlan industrial poliey in the ninctecr aixties,
while private-owned enterprises continue to play an fmportant
role o industrial activity. Industrial productivn during the
rixtves achleved an anmual rate of growth — 1&7%'* not yet
mutched by any other developing country; the corrtsponding
rute for 16568-60 was mlightly lowar'". The geacral index of
tndustrial production rose from 100 in 1f59 to 276 in 1668

— 8 —
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8 — Industrial development in the ARF _ during the
paiodwv&udbythhpaper,mmlﬁﬁﬁ—mcarﬂﬂjtn
three singes : the First IndustriaHraton Programme, 1057
Jume 1060; the First Five Years Plap, 1060 61 — 1864,'65: and
the Second Five Years Plan, 1966.06 — 1069.70. A Hst of
I:trojectl,c&udﬂodbymnjorbnmhﬂufind-utry,ombodiedin
these three stages appears in table 2. The total cost® of theme
pro}eci:amountudtojuatundﬁrtwomiahlIIbmjonEgypthn
Pounds, Gromﬂxadcnplt:lfarmationmmﬂu:tryduﬂngthe

totndmtryhb-omebythafwtthatinmtmmt:mlndustry
acecounted for more thap one-quarter of total investments
th:oughoutthepeﬂod;tnlﬁd’?/ﬁﬂthuyrtood—uinieedthey
h;dmthehnuyurufthotunmiplm—atzs.spermt

7— Industrial policy during this perlod, as farmolated
Wi‘ththaﬂmindmtrhltnﬂmapmgnmme,limadat:
1) nﬂﬂﬂﬂdmCywmghmPo&M;
H) expanalon of industries with export market orienta-
ton;
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i) Industrislizoton of the rmal country-ide revaches new
dimensions for employment ard acclerates the {ran-dar
to an indusurisl soclefy.

g — The list of ariteria that givo a project s curtain degree
of priortty on the plan was rather lengthy, but not always WIY
clcar. The Het of the firat industriglization profrarune CIUM L=
rated, without order of prefcrence, such condition: a4 @ contr.b i-
tor to national ipcome, local and farvign financc netds, 1ate of
profit, inereas: in productive capacity of capitnl gooda, contri-
bution to the supply of consumpton goods, FAVIIES of forvign
exchange, the length of the gestation period, absorption of lo-
cally avallable factors of production such as raw materials end
non-skilled labour, end national strategy. It is of particular
wgnificance that {mport substitution and export pronrotion do oot
appear cxplicitly on the Hat, although they do pot fall to lkave
their flnger prints wido and ckar. The second indudriaizaton
pro Iemme wos mare dectve in coming out in favour of «xport
promotion indusiries 85 & target, and in gvmg Lop priority to
the ron-defined-strategle factor and to «important busic ir dua-
trieg. Two totally new conditions were algo loid down : irtcr-
industrial complementerity, and fundamenta induatrial Jocation
considerations.

10 — Egypten industrigl policy — ns belefly outlined in
the preccding parsgraphs — has produced obvions achirvemnenis.
In terms of grosa production™, industry hes come to account
Inrmmthﬁ.nwperccnt;itemployulnmﬂ'fﬁsnolmthu
11 pcr cent of the pctive populstion, end pays totel irmdustrinl
wages of lﬁperocntunthen'erag'eofthenationulwu.p;tﬂnnd
galaries bill (table 4). Domestic production now satiafies local
decend for durable and non-durable consUmMeTr manufactores,
and on appreciable contributlon 18 now made to total supplies
of intermediate produsts, bullding materials and producton ma-
chinery and equipment. Considcrable strides have also betn
made In the develupmentofhmsiciudujtrieﬂm;huironand
stee] chemicals ernd petrochumicals, machinery and transport
equipment. Tablea 5-8 give production figures for both the
publc end the private sectar in the major branchrs of induatry
over the laat few yewrd

11 — The growth of the various Industrirs did not evolve
evenly. Of the main menufecturing industries, the largest per-

— 8 —
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uchofthepuhﬂcmdthapudntnmtortntbecutputofmam-
facturing industry. The soclalimation measnres, referred to
above, have, with no doubt, reduced the contribution of the pri-
vute sector. Nevertheloss, the role played by it {n indostrial actvi-

ty i3 st an hnportant one, Thefoﬂcniugmmmarytnt&em-
flects thia

Pu'oamgelh.nroofﬂnprlutal-ed;urtl

mamifactiriog indostry

Boctar o 04885 &b /o4 o4 /07 &7
Bpinning & Weaving 274 203 30.8 277 239
Foodstufrs 18.3 1.7 208 38 =1
Chemicals 15.8 147 14.2 134 127
Metals 42 179 149 128 14.7
Engineering 220 23 23.8 241 25.8
Bufiding 19.9 207 19.4 17.8 15.5
Wood 85.0 88.0 84.0 86.0 B7.0
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facturesuflipercmtpermumhmbmnrecordtdforthat
petitd, experience of other developmg countries '+ point- ‘o
grenter possibiiities In that particular fleld. The fact that 1n-
&uﬁtrlalmwthhubcanofatypepﬂmaruytmxedunthepm-
RTt.. ive incorparation of new Lines of producton. with the in-
fervnce that specinlization has not becn a clcarly-dofined objec-
tive of Industriatzation policy, may acrount for thot Tt af
perfarmance. Whether a cide exists for or agar-t spucial-
tian in industry, the writer beleves that with regurd to «XpOr .3
there is much to be waid in favour of specichzation.

]I—Dﬂcﬂpdonofﬂmd]ﬂmthﬂmtdﬂlpoudﬂmﬂmmmm
nsed

1 — Protecting Industry frem forelgn competition-

1—Ithhurdtypo;aﬂ}:vlatoquotnfromth:hi;toryufem-
pomse thought s mors commonly popular and videly used, amd
probably pusused, notion as the «infant industry argument .
Developing countries, and Egypt is no exception, bave found it

ﬂeathntmbﬂldnpmtoamnuincturinﬂamtor. Important
aw it may be, no evaluation of the degree of protection OVer the
years will bo attempted. A etudy of the particular featurea of
the mcosures and machinery of protection which played jart
in shaplng the present structure of Egyptian indostry GLOTILY

have been dotermined by congiderstiorn and aimg extronoons to
industry ligelf. The protectionist policy followed by the ARE.
may therefore bave regulted from acton which, either in addi-
ﬂontoormﬁtmdofprotecﬂonhmassuch,hnvehndother
purposos, guch a8 to Incrcase public revenue or, in more receat
years, to reduce balance of paymcnts deficlts.

— 10 —
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2—Iudmh1upoﬂcylntheﬁelduftnrlfrpmtoc&onpﬂmed

ments of protection and conirol hgve Decensarily alternated or
combinad through most of these stagen.

3—-I‘h£ﬂr|tsta.gabmnln1930whunnncwurliflyutum
Was adopted. It emphagiced ¢the Fromoton of industris] produc-
tloubyprovidingarenm.hjed-cameofpmtmﬂan eapeaially
for industries using local raw materialy . Accordingtly, g 15
Ad-vajorem duty on finighed goods far average inoome congumery
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reducton Of compiete gbotlshment of dntles on fmported rovw
mate:i:lnmdmchinﬂ?mataﬂaitocovcrﬁelﬂsotecﬂnomm
actvity other than industry- Import dutles on tobaced, lguor,

ten, coffee, ic. - gimed on the othar hand &t ineren™ng puabhe

@ — Another stage of industrisl development in Egypt wad
mariedbythcgatﬂnswoitheNlﬂon.ilProdmtannuntﬂtn
1683 Tpe «Council wamdmﬂmemmmmguﬂmdoutm
favey of mort organizud incustrial development policy: Mean-
while profminsry smdmmdtoamrleﬂoratop-gap <nactments :

i) Imported raw matorials for jndustry WweTe finally ¢xempted
from customs duty;

) mmmtdmmmduﬂaﬁandadmtueﬂonmpop
ted goods was reguiated;

jpy Priority wes given to the importation of machinery and
equipment required for local industry-

For example, thoe tmport duty on aotural TubDT, previously
fixed ot LE g.70 per ton was abolished while the od-valorem
duty vd8 raducd from 3 €0 1 per cent 10 cncourage the— th_n-nue’
tyre industry gimilarly, oth-uduwuimthommdnctmeof_
goap TWBS axempt from jmport duties and the ad-valorem duty

on vehicles {mported on loos¢ parts, to be mounted up 1L 3 VWLIvT
house under the control of the Cuptoms Administration, WweTe
rutucrdtromwtomparcmt Yorecover, tmportmdnd-vnln-
rem duties on PAssenger oars, whether aasembled OF detnched

7 — In the other direction, jmport duty on batterics wii
dourled and hecame LE 4 per 100 kg o8 & protective measure,
while the ad-valorem duty on the detnched parts of batteriel
wae reduced from 8 to § per cent. Other protective mansured
inctuded fmposing 2 pew odditional ad-valorem duty oD
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slimentary fats of 20 per cent and the doubling of the import
duty on starch which becams L.E. 1.50 per 100 kg. Import duties
were also lnareased on some articles of which local production
had bsoome promising. They were ralsed from LE. 2.0 to 250
per thousand on rasor blades, and doubled on matches. Addi-
tionel ad-valorem dutles ranging between 40 and 50 per cent
were imposed on eilk, rayon and cotton fabrics mixed with other
textils materlglt®,

8 — The sbove brief account of the history of the teriff
rate and tarff policy in the ARFE lsads to one obvious conclu-
sion : the previous thirty years' amendments of the tariff rate
rendersd it a very complicated system. With the introduction
of mdustrial planning in 1967 and comprehensive development
planning n 1960, a completely new iariff gystem was required.
This was lmposed as from January 1st, 1962, and it bad two
principal fea : it applles & unifled propartional nte,H
it treats Imports in three groups of diffarent industriaixation
process, with special reference to the capaclty of local produc-
ton of corresponding indusiries. Thess three groups of im-
ports are ruw materials, seml-manufactures, end finished goods.
Fmished goods produced locally recelved a proportionsl rate
varying betwoen 35 par cent for «essentisles» and 100 per cemt
far <hixuriass; whers no local producHon exists the rails is down
to 10 and 15 per cent respectively, Semil-manufsctured imports,
for which local produstion capable of satisfying industrial needs
exisis, have a ratp of 25 par cent for essentials and 50 per cent
for luxuries; thess afe reduesd to 5 and 10 per cent in case they
are not locally produced. Finally a rate of 15 per cant or 3§
per cent — a8 the case may be — is Imposed on imported raw
materials which can be, or are, produced looally; otherwise the
rate is reduced to 1 per esnt or 5 per cent respectively. Importa
of coal were totally exemptod because of the requirements of the
newly established fron and steel Indoatry®®.

§ — Taritf poHey continued—through the nineteen sixties—
to undergo changes, which in some Iinstances were drustle.
Revuions of poley decisions were not infrequent. Rawing
teriff rates on household appliances and private cars to 200
and 250 per oent, cnly to be reduced later are cases In point
Public revenue commiderations may have plaiyed o role in the

— 18 —
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later whift of policy. More Important, however, 13 the fact that
as the public sector v now the sole importer in the AR, the
tariff strocture plays at present & very mipor rale in matter:, of
hroad economis policy.

10 — As wapg mentioned before, the protectionist policy, out-
Hned above, wag the resnlt of a mixture of measores and in:dru-
menty thot were governed both by the wtrictly protccticnwd wim
and by the need to obtain more revenue a to improve the halance
of payments. It rcal influenoc however waa to ervate o climite
of cxcessive protection for domestic ipdustry on fuch ¢ lurge
scale that there was no pressure on the newly establiahed bran
ches of industry to improve productivity and efficicocy.

11 — Furthermores, import sulwtitution with the attractiom
it offers by way of minimum technical and capitnl needs vaa
adopted es an mdustrialization strutegy, at leawt in the fu. and
pecond  industrialization programmes (1857 - 1063), with th
resultant gaarifice of produrtive e¢ffickency ind jeopardizing th.
establishment of a rational industrial bage. Industiy wos ncecs-
sarily directed therefore towards production bmea rclated to the
drmand for final conwumer goods, cven thouph only the final
procesiaing stages were sometimen covered, at least in the inrbal
period It was not untl the introdncHon of the third indu-truh-
zation programme that an intensive type of growth in ind wtry
based on & more critical selection of alternntive forms ¢f indust-
rial dcvelopment was favoured to encouragy incareasing eprciali-
tion and provide the foundation for n more self-«upporting
type of industrialisation that would satiafy one of the moat
dcmanding requirements of development, namely on ever in-
creasing volume of export manufactures

3 — Financing industrial development

1—In a broad senre, the problem of financing industrinl
dcvdopment muost be tackled as part of the more gencral prob-
lam of financing economic development, in which aggregate In-
vestment resources are tsken into eccount and the ahare of

menufactoring industry is weighed against those of the otheor

sectors of the economy.

— 14 —



F.O AWAD — Indmstrial Pollokes b the ARIE 18

2 — Sources of finanos of the Industrial ssctor are elther
endogeneoun to the msactor — in the form of depreciation re-
garvea and profit re-lnvestment — or exogeneous. Thess in tum
are cither local funds through the stock market,and the banking
systam, or forelgn, official or private or through international
agencies, Forelgn funds oan — In turn — be either in the form
of loans and oredit faclltties, or direct capital participation.
A comprehematve coverage of all these pources of finance would
be outalde the presaribed scope of this paper; bemides the meagre
data and statistica avallable on the subject precludes any attempt
of this scope.

8 — Aecording to what Is avallabls of Information ¢n Invest-
ments in industry during the 1080’s, registered capital of indus-
trtal companies with head-offices in the ARE. — taken as »
arudo indicator of the development of industrial investments—
inereazed from L.E. 48 milllon at the end of 1658 to L.E. 101 mil-
Hon at the end of 185974, Net new [nvestments during the
1f50’'s amounted to L. 90 milllon ont of which investments cn
expanalon shone wers L. 21 milHon. The bulk of these Invest-
ments were In joint-stock companies (Tuble 8). The general
trend over the period s also quite interesting : from L.E. 2 mil-
lion in 1851 net new investments in industry increased to L.E. 18
milion in 1859. At the same time, those for commerce and
tndewurentbutstl.gm.nt,n.ndwhibetheymountodtomore
than three times am much as Industriel investments in 1851, they
went down in 1989 to am low as 27 per cent, (tahle 0).

4 — 8ince 1059, the Government has been the main founder
of new industrial projects, which came under the Firat Five
Years' Industrialization Programme of 1857 and later embodiad
in the Development Plan of 1990-69. Since the inesption of
that «Programme» and untl the end of Juns 1670 public invest-
mants in industry totalled LL.E. $¢5.3 milion, j.e. more than ten
times a8 much what was Invested in industry during the eorres-
ponding period of the nineteen fiftles.

5 — The contrbution of the Government to industriel fi-
pance was not, however, confined to the particlpation in new
enterprises. The analywis of the Public Budget — taken up In
a Iatar wection of this paper — will show that about 20 per cent
of total current public expenditnre ls devoted to Induostry.

— 15 —
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6 —To finance the fore’gn cuwrrency needs of imdusinal
development the Qovernmert concluded a number of ecoTomce
and technical agresments with forelgn countries, particulardy
with the 3oviet Union. In January 1838 a loan of TOO mulhon
1uiblca wans contracted to finance importa of the first - lat.r on
also the gecond — ndustrialimtion programme; in Scptoember
1084 ancther koan of 300 milllon roobles was agreed npon for the
benefit of the third industriallzation progromme. Countries
Like the Federal Republic of Germany, Japan, Spain, France, the
Netherlondu, the Democratic Republle of Germany, Chinn, and
others also provided loans and credit facilities, which totaliced
during the whole partod some LE. 370 milHan,

T — The part played by the banking system in the flnancing
of industry s different both in charactcr and in magnitude.
Incentives tn thiv field may be derived both from gvneral provi-
slons governing the allocation of bank credit and from the ¢stab-
lishment of public bodies — such as indostrinl banks — for the

special purpose of offering industry more credit on better trma

8 — In order to espeas the share of total bank ercdit that
has fallen to manufecturing ndustry, the over-all contribution
that bank credit resonrcos havo mede to the economic develop-
ment of Egypt as a who's must first be borpe in mind. During
the perlod 1960 - 1970 tho percentage relations betvweom bank
credit and the gross netional produet depicted no definite up-
wurd trend, and fluctunted narrowly arcund 20 per cent. Withuin
the general framework of thls almeost stable rutio of bank credit,
the position with regerd to credit facilites rpecifically channelled
townrds the Industirial eector mhowa a sicady rising trend frum
a7 per cent of total bank credit at the end of 1060 to 48 per cent
at the end of 1968, Fur seasonality implicationy the June Hig-
ures are also whown [n Table 10; they offer almast the wame
resull.  An ever Incrensing share of commerecia] bank credit hna
been drected to finance indostrial dewclopment.

8 — Now, has the rate of increaze of Industrial bank credit
been tn Hpne with the fawt rise in Investments and the rapd
expanmon of produetion in the Industrial gmctor T The following
table phows that indices of Industrial bank credit have alwaya
betn above those for industrial production  In other worda,
current ipdustrial producHon was getting an ever increwing

— 18 —
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volume, both relatively and absolutely, of bank aredit to finance
its operations.

Indimsoigro-ltlvuimmtl,producﬂolnndhnk
crodli tn Industry

Investmeant Productlon Bank credit

1960, 60 100 100 100
80,61 138 108 110
81/62 102 110 128
62/63 185 1268 154
63/64 214 188 147
6463 204 149 187
65,/69 208 163 169

68/87 200 169 197

10 — Not less relevant are the terma on which bank credit
in generally offered. Long-term credit hes traditiopally con-
stituted o low proportion of total commerclal bank credit The
Industrial Bank was established in 1948, apd commenced opers-
tions in October 1840 to supply medium — and long-term loans
to industry. Its stetutory purpose was to «develop Egyptan
Lndmtrymdhn.ndlebanﬁngbuuinempertaintﬂgtoit,and,m
specific, to

D Parthipltomc:ubthhingmda.-utlngEgypﬂlnmdu:tﬂll
egtablshments;

i) Provide EgypHan indusiry with raw materials or baslc
equipment;
i) Lend on short-term for a maximum of twelve momths, on

medium-term for no more than ten years, and on long-term

for no more than twenty years for the purposa of setting-up
new industries or new branchea thereofs.

1 — The Industrial Bank underwent since it was establiahed

several changes both in s lending policy and lending operations,
while st the same time, its lending resources were tremendoualy

— 1T —
(n
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increased. In gucoeasive atepsa, the upper Umit met for the Bank
to borrow from the Government, ar be guaranteed by {t, wag
raieid to reach LLE. 10 million. The Bank's lkendmg opcrations
were neessanrily very modest in the early phase of lts evolutlon
when up to the end of 1883 its total loans to industry had not
reached LE. 2 milbon. During this pariod, large loans of LE.
50,000 or mxre took up nearly half its undustrinl credit, whils
short-tarm loans of up to one year oonstituted alao just under 50
pur cent of the total This trend of favouring short-term loans
continued until 1085 when these amounted to over T8 prr cant,
(Table 11). Before that time, however, as for back oy 1008 —
o largo number of enterprises were permittcd to borrow short
for ane ycar renewabls up to ten yearw, which meant that a Inrge
put of theae loang in fact belonged to the eategory of long-term
locun~ Table 12 given the de facto distribution of annual paid
out . bank loana Long-term loana have obviowaly betn gething
the licn’s sharg of the Industris]l Bank activity during the nire-
teen mixtiea But if the Bank hnd shifted to «long-term  lonns,
it had also beun going «large: ever mnce it bexon operntiora.
Iorge loanm of LLF. 100,000 or more have nearly alwava accounted
far gver 70 per cant.  One Important excepton {s the year 1087
648, when the percentage mhare of thiz gromp of lvans way mar-
kedly reduced But this year geemn to be o year of exceptions.
Several noticcable shifta took place which are worth mentoning -
g change In favour of medium-term, medium-mze, and privato
wector loans (tableg 12, 13), The change may be 1 reftection of
the ncw poloey of tho Government of lending more rupport to
the private coctor (wce sectton I below), which would be ex-
pected to borrow smaller mize loana for @ relatively ahorter
period  Finally, table 13 chows also that the non-traditional
branchey of indusiry, such oo chemicals mnd englneerirg pro-
ducts, were getting increaslng argistance from the +Bank- in
phlce of the traditional Industry — namely spinning and weaving.

12 — The Industrial Bank played ancther role that was of
prime importance duoring the perlod preceding the cra of indus-
trialization by planning. The Bank participated in o number of
industrial estahlishments among which were the Organic For-
tHisers, Iron and Stocl, Ceramic and Poreelnin, Chemleal Indns-
trica (KIMA}, Egyptian Engineering and Car Co., and sgvernl
othera.

— 18 —
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13 — Flmancing of small business ig one of the major prob-
lema facing emall enterprines in the flald of industry. This is
mainly dos to the fact that pormal credit terms are oftem too
burdersome for themn becanse of high rate of interest and oom-
missiong charged, and becauss of thelr imahility to provide the
seourity (collateral) necessary. The Central Bank of Hgypt
took a declsion early In 1968 to exempt loans of craftamen and
mmall industrialists from the statutory minimum of 8 per cent
interest rate, and the Industrial Bank was therefore able to lend
to thls category at a rate of interest as relatively low aw 3.5 per
cent, Furthermore, the standing commisgdon of 1/, per cent on
banking services was also waived for them@P., Quantitativaly,
howerer, the volume of loans that the Indastrial Bank extend.d
to emall indostries was not very impresatve

14 —In 1858 & fund for the promotion of rural industrics
was establimhoed with the objective of offering grants non-repa-
yable to some rural Industries ws well as lcans to industrial
corporations, but the project falled because of fts meagre re-
rources. Again, in 1881, the «Co-operative Credit Fund» was
established, and affiHated to the «Gensral Egyptian Organization
for Cooperutive Production and Small Industriess to exercme
banking activities related to producers cooperatives. Bart the
«Fund,» was ageln quickly exhansted.

15 — The Natlonal Bank of Egypt has also extended asxisti-
ance during the sixties to flnance mmall Industriss. A gum of
LE. 100,000 was sarmarked to advance loans to mmall industria-
Hsts and artisans on speaial terms deemed compatible with the
nature of the buminess of the small indusirics. Moreover, loan
charges were reduced and easy repayment terms lald down to
evold over-burdening the mmall borrowers. This wag termed the
«3mall Loans Schemes. It was applied to craftsmen defined as
perscns undertaking industrial production whers lebour rather
than capttel was the main factor of production. It aleo applles
to amall factories with capltal not exceeding L.H. 5000. Small
loans arc edvanced for both fixed and working capital The vo-
lume of operations of the National Bank of Fgypt according to
this schame ls shown in Tehle 14. The averuge volume of logns,
whiah lg around L.E. 500, leads to the conclusion that the Bank's
polloy of extending amsistance to mmall industries has again been
quite counsarvative,
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3 — Fieeal polley and Indostrial Investment

1—1In odditon to the general incemtives deriving from
protectionist policy apd from other measures designed to encou-
rage the installation and expanston of industry, my cutlined in
the preceding rections, direct industrial Investment by the State
hos gradually taken the lead In promoting industrinl develop-
ment., The Ministry of Industry was thus estnbhshed in July
1058 with the main objectlve of edrawing-up a2 will-defined in-
dustyinHzation plan and supervining its executlon-. Further, 1o
1058 » law was pased for the purpose of +regulating uwrd encon-
raging . industry'l», which lew stipulates thut :

i) No industrial estabishment shall be set-up, cexpanded or
have its produciion line or location modified without the
prior consent of the Minister of Industry, and with due
regard to the national econumic needs, requirements of local
oonsumption and cxports, and within the toonomic ond sociul
plany of the State;

1) Directors of industrial establishments are to provide the
Ministry with afl data and information that it may rcquire
regarding their field af activity;

i) No industrial estabishment actlve in bawic industiies or
enjoylng « monopoly ehall cezac production or reduce it
beyond the =t limits without pricr reference to the Ministry,

v} All exdsting industrial establiahments — falling into one of
the categories demignated by the dinlster — shall opply for
registration al the Ministry within threc months.

2 _ The second element of organisational cantrol over 1n-
durtry — emboditd In the above-mentioned lw —opptara in the
Inv.erag'}ventothal.ﬂm!trytoﬂxunjformmndnr&utobe
applied tn production, and to define the ppecifioations of products
and taw materials employed. An Egyptian product i3 defined
a3 the product m which the proportion of the wvnluc edd-d by
industry in Egypt is not lexs than 25 per cent of finnl cost
Further, to cncourage industry, the Ministry xhall provide indus-
trialists with necessary information, offer grants for research
work, and take part in creating tralning centres and other bodies
for design and apecificationn
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3 -—To foster industry o lsvy not exceeding 6 per cent —
ralsed in 1902 to 10 per cent — of the cost of raw materials or
total wage bill of the preceding flnancial year would be imposed
on industrial estabHshments for the stated purpose of industrial
development.

4 __ The wbove legmiation coloclded — not un-intemtionelly
— with a strlkdng change not only in the place of Industry in
generul economlc development, but also and more epecifically
In Industrial pollcy. The rellance of Induwatrial polley upon in-
direct Instruments alone had not socceeded in laying the foun-
datlons of modern Industry In Egypt. Industrial acHvity before
1952 was Hmited to some lines of production which originated
dwiing the conditions of the post-‘Depreaglon’ and post-Sectmd
Warld War perlods, and which were largely baged on the pro-
cecxing of agrlenltural raw materinls.  Investmant n industry
In 1032 wus approximately 12 per cent of total groas investment,
and the contributdon of the industrial sector to national noome
dil not excend some 10 par cent In the same yeartd?, As a re-
sult of the sporadic measires takem by the Government In the
early fiftles — the setting-up of the Natlonal Production Couneil,
the consolidation of the Industrial Bank, etec. =~ — there hes been
o mieady ipcresss in privete and puble investments in different
branches of industrial activity : oll, mining, fron end wtesl, tex-
tilem, fertileery and chemical industrics.

b — Since 1688, the Government has taken a more positive
rols in forming indusirial projests — first under ths ploneer
Indugtriaiization programme of 1657, kter within the comprehen-
aive development plans. Thum, relance upon Indirect Insrumenin
alone had glven way to active and dallberute partedpation in
raising now nmtateowned Industrles and maintalning them an
such. Am a general ruls it can be sald that the sirengthening
of this type of state action has stemmed frolm the broader objec-
tive of intensifying government incentives to overall economic
development, but there 1s no doubt that it has been a direct reqult
of a definite intention to speed up the Industrialization process.
This is borrs out by the fact that the first State enterprises to
be est-up on e large mcals wore in Implementation of the frst
Industriamtton programme of 1887, and that the first overall
development plan, with investments over-whelmingly In the
public sactor, did not come out but three years later,
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6 — By the time the first comprehensive plan was launched
on July 1st 1960, the decads of the fifties hed witnessed o rpee-
tneular tnaremsa in industrial production, which raised its con-
tribution in groas notional produet to elmost 20 por ceat by the
end of that decade. The rato of increase of indurtrial produc-
tion wos aocelerated during the ninetcen clxties, to an avernge
of 16 per cent per annum, excapt perhnps for the last three yeard
«f war-mobiliration. The oontrlbotion of the indestiial mxtor
rozs to 23 per cent of QN.P. in 1969 (Table 3).

7 —The direct contribution of the Stote to Industrial fin-
ance. in the form of new lnvestments In industrializmtien prog-
rammes'’ totelled LE. &3 million betv-een Diccrber 1867 and
June 1840, LE. 5185 milHon betwesn Joly 1860 and June 1043,
and LLE 5072 milhon betwween July 185 and June 1870 In re-
lation to total development apcnding thew: figures represent over
one-fourth of nzlized groas caphel format un durir | the - :iod
The relation for plan figures is even much higher : 44 per cent
in 1060 - 1985 and 48 per cent In 1865 - 70 (Table 1),

8 — The oontribution of ths Governmant to mdustrial fin-
ance wus not, hovever, confined to the partcipotion in new
entorprises. The annlyais of the Publc Budget over the two
perioda 1630 - 80 and 1860 - 1870 vhowas that & conmderoble Ahare
of the incrcase m publlc cxpenditure has been allecated to 1m-
dustry. Public expenditore on dsvelopment projects during tho
frst period totalleld LE. 613 milion, ont af which LE. 15!
r lior waw allocated to industry. At the wime fime, curront
expenditure by the Government for the running of projetts 1n
the field of industry and elsctrialty (including opcrutng cocls
of Public Organirations and Public Authoritics) amcuntua to
L.E. 257 million out of a total current public expenditure of L.IT.
2443 milion. During the eccond perrod, 1960-1970, devdopm.nt
public expenditure allocated to industry totulled LE. 1811 mil'ion
out of a total development alloceton af LLE 3410 millien, while
current public expunditure allocated to indu-try amountid to
L.E. 1148 millicn out of a total of LK. 4728 million, (Table 1).
In other wordy, nguinet a 14 per cont of cverall public expendi-
ture allocuted to industry during the fiftic~, a 23 pr cint has
been allocated in the mixtiew. The increass over the year: v per-
hops more revealing : from 7.56¢ in 1950 51 it reached 247 in
196D 70.
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f— The establishment and operation of indusirial entar-
prises both in the pubHo and the privato sector were affected
by other fixcal policy measures, In 1981, the Companles Law
(No. 261/1854) wes emanded to allow the Government to raise
muffident funds for the finanoe of general economic develop-
ment  Acoordingly B per cont of pet profits for dlstribution
ofjnint-utockcompanju,ﬂmitedpurtnunhipbyuhmmmpan-
les and limited Habiltty companies wonld be appropriated for
the purchase of Qovernment bonds. Furthermore, in 1987
sovural enactments affecting the distributicn of profits®™ stipo-
lated that, besidea the allocation of thig firat 5 per cent :

1) a further B per cent of the net profits, for distribution.
of all joint-stock companies will be credited to <the legml
Tesarve acocunt,

ll)motherﬁpﬂrcant—mthacmoofp-ubltcmtormmp.njes

— will be allocated to «the reserve for the rise in prices

of fixed assets, :

id) 10 per ocent of ‘net’ profits of puble sector companics
avatlable for distribution (after above deductions) will be
allocated to «the consoldation fund» if the company’s lquid
ansata fell short of it ahort-term Habilies'=;

tv) 3 per cent of pald-up cepital will be allocated as a firmt
distribation to sharehclders and bour ;

v) 10 par oent of the remalning profits would be ret aside
for directors’ remuneration to cover managerinl  and
adminhtrativeexpenmlnthemmofpﬂmtemtor
enterpriges this reprosents an actusl distribution, while for
publhcmtoruntermiauttiutmmfcrmdtothammpmﬂ-
Ing Publlic Orgunisation ;

vi)thoba]mcaofproﬂtawou]dfu:th.erbedhﬂihumdamong
ehareholders and laboor.

10 — The sllocation imder sub-paragraph ¢l governs
pubﬂcaeutnrcompﬂ.nieswhjcharambj&cttothanawiynpplhd
cunjicrmlyuta:nofmoountn.lnthltsy:tum,thﬁuhartmm-
ingroftheh.tutorlculmutbnd;forcﬂlcuhﬁ.ngdapreuhtionm
ackmowledged. To rectify it, whils retaining the historical cost
ba.dainformulatlngthe«pmﬁtu.ndlouacmnta,fundawould
bce:arm.arked—tnthoapp‘omhﬂmawount—tomwtthcpro-
bable rfse In pricos of fixed asasts.

—m—.



b L'EGYPTE CONTEMPORAINE

11 — Digtributdon of profits to sharehalders and Inbour
(sub-paragraphs Biv, vi) in public seclor enterprises 1a agnin
governed by specific leglatation whereby 75 pe oot of 1
reprecents the Btate - le Mingtry of the Trenswy - (m leu
of ahnreholders) sharc, 5 per cent fmancea rocul and heusing
services for labour, 10 per cunt i3 pooled for eeniral ecrinl
s ices for the dmirict (to benefit labour), ind 10 pcr cent
rupresants dirsct cash detributon to lnbour.

12 — The above legialaton wa.: meont to repainte ond
oncourage, among others, modernization and cxpanwsion gchemr .
of public eector companies. Incentiven for now indu-trial
investment exasted before the publie mertor came to dominate
the industrial fleld Nasw industrial investmeni wus sxempted
in 1053 from taxes for the purpose of developTent of .he
national rcopomy. The cxempton would last for eoven yeifs
for new veatures and five years for expancions.

18 — It has ako been pomted out before thot import duty
concersions and exemptiona have boeon nsd to modify the tariff
structure for fmposts. An ulustriion ls the change introdueud
in 1955 when the import and ad-velorem dutivs Weie redrecd
on kome articles necded tor the promotion of ec.rtnin local
indh stries, and remowed eltog ther on othcrs (ruyws maoterials
for tyres and machinery for the c¢in ma industry). Iron warn
imported for the new iron and ateel vlant were toially cxempiod
from import duties for three yeara. Agunin, when the T per cont
od-velorem duty was imposed in 1856 on imports foi publc
rcvenue purposes, it discriminated in favour of raw materlal,
equipment and mrachinery required for development (indugtrial
included) purposes, and oho goods imjorted for re-xpott.

14 — Further fiscal fncentives to industry took the form - -
originally embodied in the taxatlon law No. 14 1839 — of allow-
ing the accumulation over @ period of yvars of prufits and lo: s
to maximiza the benefit of tax conecasiona. On the other kund
no favourite fiscal treatment exirt+ for mod’rnization, expan-
micn, or pew inveitment In particular areas of industrial eet-
vity. Berides, the buidness profits tax seems te be rather oxtos-
pive, amountmg to aloresd 37 per cent

177t as businccs profits tax
10c¢ of the orlginal tax for local odmiristration ;

24—
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10.89¢ Defence tax.
8 ¢ tax for nmational security.

Tax reltaf amounts to LLE. 150-250, and is removed i profita
reach twice the corresponding tax limit. Budiness profits tax,
for projects other than joint-stock companies, is pald on the
soare of each partner in the profits of the business, while it 1
paid n joint-stock companies after dividend distribution.

4 — Other forms of incentive measures (covers also 6-9)

1— The foregoing review of general industrial develop-
ment measures and direct state promotioral and enterpreneurial
activites suggests thst @ very subutantial proportion of tho
(fforts made had bheen directad towards encouraging the instal-
lation of new industrial activides. Equally important however
was the action taken to secure the necemsary mmprovement in
the productivity and efficiency of existing enterprises, to
provide pre-lnvestment services In the atage of project formula-
tion, to entlce forelgn capitsl particlpation and to promote
industrial exporta.

2 — Pre-invesiment services aro provided by the Ministry
of Industry and the Industrisl Bank Acoording to Law 21’°
1988 the Ministry of Industry is expected to provide indus-
irislists with pecessary information, offer grants for ressarch
work, and take part in creating training centres and other
bodies for design and specificatlons. The Ministry's advice must
boc sought by those concerned when drewing up e policy for
inductrial flnancing. The same law allows public autharitics
to dsposs of land for industrial buildings on easy terms and
amalet such buolldings The Industrial Bank, in lte torn, takes
part In prepering feasibility studies for indusirla! projects n
the private sector.

3 — Forelgn investment was also encouraged to take an
increaning role in the development of industry. Minimum share
of Egyptian capital In joint-stock companies wus reduced from
b1 to 49 per cent ; the right to transfer profits abroad, and to
rapatriate capital on five annoal ingtalmenty after five years
of investment was guaranteed. Fureign capital profiting from
theao provisions was defined an thnt employed in economic deve-
lopmeant projectatl),
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4 It wam alsp specified in the same law that foreign
#xpe t~ and foremnn :olected from sbroad to work on ecoroemic
devilopmenmt projects may tronsfer nobroad o porticn (not cxee-
eoding one-half) of their wages, galaries and graturtica

5 —1In tho ficld of technicul amsistanct and technologeal
1excarch the Govornment has mwromed greater responsibibity
Duwing the fifdes, & «Permansnt Council for Indu-trial Trom-
ing and Efficiency. was created to stedy the neods of dificient
mdurtrics for training, to supervise cxperiments mode in ths
ficld by Qovernment Departmants and mivate wn-titotlon., to
recommend tratning methoda and to encourage tianlng at pri-
vate inethtutions through subsldies and technicul nesdtanes
doon after, voeatonal and adminttrative training guined Lew
dimenslons. The Inmitute of PubHe Adminletration and the
Natlonal Ingttute of Managemant Development v.ere establi-
uhed, and pubwcquently, an Executsve Confarunce Programme —
for the development of top exeontiv: s managerial leader hip- -
was begun. A Central Agency for Training wos alwo toit-up.
tleanwhile, the systemm of in-secvier training has alw been
getting popular. Btate enterpiises and some of the | aamgy
private firm- have helped to build up the supply of tcchnician-,
especiully in aperific hranches of industry, by training thoir own
workers.

8 — The stondardization of Industrial products and pro-
ceyncs wan alio Introdooesd. Im 1897 a Publc Authonty far
standardiation wus set-up to provide standard specificatigna
of Industrial rew matcrinls and prodocts, and coordinate thexe
with international specificationa.

7--To «ncourage lndustrial exports, which wore reguruced
ts the major source of forelgn exchange revenues, Stafc¢ promo-
tion and aeaistance extended in varions dinctcons Expart
subsgidies v.ere introduced in the form of grunty-in-nald to a
number of industriea The «Cotton Bpinning and Weaving
Inaustry Assistance Fonds wes formed in 1833 folloy,ing the
crim3 the industry faced after the Second World Wur v un
inventory accun.ulution had reached such levels thet the Govern-
ment found itedf ohbliged to step in mnd extvad to the indostry
o grant of hplf-a-million pounds to eocourage redinoclang
pert of theze mventorles to export markets. The ~Fund was to
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be managed by the Federation of Industries «to axslet tho dis-
pcr_alofc-ottanytmnndfabriulocﬂlynndonfon'ign markets
The «Fund» may grant lcans to factorses to cnable them to gear
their produetron to export requiremcnts.. Thess granis were
termed «export differentialay pnd meant to cover the higher cost
of loeal raw material used, and also the relitvely high produc-
tlon coat. In 1967 68, it was decided — as a further measure
to prmote exports to hard currency ¢ ontrirs — to grant
apartatothueumanadditlonﬂpmﬁumcfﬂﬂpcrcent
of the value of exports (f.o.b.).

§ — Simflarlly, the «Assistance Fund for the rayon irdus-
try v/as met np within the Federation of Industries in 1837. It
also had the purpose of “promotng the disposal of eynthetio
yarn and fabrios on local and forelgn marketa”. The manage-
ment of the Fund was to lay down the policy for eactivating
CEportss,

0 _ Industrial exports are also accorded prime lmportance
bythemdmtr'anBan.k,a.nd,inth.turupect,theBm.khumom
recently taken a declsion {o establish an Industrial compound
— on the lines of industrisl estates — for the bancftt of small
mdostries. Ite 1987/68 Report™ emphasises the encourage-
mmtgimbythemnktmrdnindmtrhle:pomdleathcr
goods, furnlture, textile fabrics, through giving ecasy oredit
faciltties to finance the production of thesa goods

IIT— Brief evaloation of the package of induwtrinl polloles used

1 — An attempt to evaluate the industrial policy pursued
in the ARR. up to the mid-fiftles shows that althongh it has
made valuable econtribotions, it has lacked cohesion and contl-
noity. Thie first phase of tndustrial pelicy witnessed un-coordin-
ated and often contradictory measures in terms of their possible
hﬂpﬂtmtndxﬂry.mmdudry,formmpk,mmbjoctm
this early perfod to often exeesatve tax rates, agriculture and re-
aldantial eonstruction hvestment wao elther exempt or tax-favou-
red. Industry faced — at the time — a number of problems
which vrere etthar neglected or overlooked :

i) absence of secure and permenent scurces of finance ;

1) dependence on extensive protectionist policles kept costs
above standard levels ;

1) modarn techniques of production were often neglected.
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2 — Planned industrial development, as evolved in the ARE
in the late fifties and modified during the wixties helped to ncire
that {ndustrial policy maintain a degree of seHf-conwisteney con-
duclve to increased efficacy of Stmte industriyl activities whus
providing through the plarning machinery itself en active rale
for the privais sootor to play in the formulation and periodic
revidon of the policy In question. Effecotive industrial planning
was, during the later phases of industrialiration, the framework
within which a proper industrisl policy could evolve.

3 — While the rule played by the Stnte In induetry in the
forties and early fiftles took the form of «promoticnals participa-
tion in some Industries, it has, mince 1857, emerged as almost
the pole mdugtrla! entreprencur on a large scale ; hence the rige
in the ahare of industry in total Government expemditure (cur-
rent and development) from 7.5 per cent in 1850 51 to 24 per
cent in 1969/70.

4 —Prlor to the PFlrat Flve-Ycars Industrializaton Pro-
gromme of 1857, it could be waid in general termu that the publie
rectar propur wes not yet in exdatence Qovernment mdustrial
policy was therefore direetcd malnly towu.ds encournging private
capital to participate in new venturvs, and to carry on moderol-
ration srd] expansion of ¢xisting capital, bence the nutnre of the
varied logislation of thet period, reviewed above. Following that
ine of pohcy, the National Production Council won cmpowoaod.
mn 1883, to :

1) examine and recommend projests of developuwnt m all
flelda of economic activity ;

u) finnnte projosta directly through public appropriaiions,

i) issuo bonds with Government guarantees ;

1v) participate in the formation of joint-stock companies, and
wogure governmicn! guaranteea for an wnnual retorn on paid-
up capitnl ey wcll as come flacal privileged.

0 — At the rame time the prmivate woctor wos being encourn-
ged by weveral diroet ond indirest means, fiacal pobicy wos being
devclopad in the later sixties towurds piving more fimancial
autonomy to publo corporatioms. The «pervieed. bodgel of the
Government wos scparated from the «works bodget and the
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}omudthopu.buclyownedunta:pﬂuuwuldmlmxerauto-
mﬂmﬂybaauhﬁdhcdu;ml’r. Under the old system pro-
ﬂ:tlma.dnbywbﬂcnctmphntuhﬂ.dgonaltnlghtbmktothe
Tmn:ry,whichhadahom:.deg-oodthdrlcmm. Now, enter-
pﬂmwouldbeexpectodtoﬂnmeeopertﬂommd,tollﬂ:gu
artunt,daﬂopmenttmmthufrownpmﬂtl.andbyrmumto
the banking sywtem®.

3 — The benkdng system was re-organized tnto five blg
bn.nhtolerve—uchofthem—aplrticuhrmmhorbm-
ches of economic activity. The private sector, while being aleo
nbletorufertocommcrcillbmhfcrﬂmmb&ingwwd

pa.rtlcuhrlybythe]‘_ndu.utdllﬂmk.

7T — Lagislation for the hroader objective of financing deve-
lopment projects wus also enacted jn 1960, whereby an ad-va-
hrammtyofloperomtcfthewlueofaﬂimporu—ucupt
mmefoodsuﬂl—wutupmuiforthebenuﬁtofthelﬂmm?

of the Treasury.

R — State effort, since indusirial planning wes ntroduced,
has been channelled in the direction of relatively substantial in-
vestment, in abaolute terms, and entailing in the condttions pre-
valent tn the AR.E. at the time, relatively greater risks. In
this gense, the role of State enterprise in industry hes not been
to compets with private capital, but ruther to meet the growth
requirements of the Industrial sector which private entarpriee
was pot in a position to merve, ether beczuse of the aggregate
amount of resources needed, or because of the risim involved
Thus, the fron and steel industry, during the fifties, and others
tnrutnequantyearlsuchuthcwtndmtry,hmmholdlppthn-
ces, oto . came Into belng as public enterprimes, beneflting by
resourcen that conld be drawn upon only through Stats channela.

f — Although industrial policies described above had the
ohjecﬂwufin&ustrlﬂpmmotlnnbothtnthcpubﬁcmdthe
private soctors, they were nevertheless an Integrated part of the
overall general national economic policies. It is true that the
tariff structure underwent several and in some cages un-coordi-
nated modifications designed to take account of the Industrial
sector’s needs; bot it has also been an important scurce of bud-
get reverme for the purpose of financing development projects
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in genernl Howaver, the development of the public #eator,
which has fundamentally changed the structure and pattern of
Egyptan economy, has also alered the role of the tariff struc-
tore therein ma a eource of puablie revenue, and ¢ mensure of
protecting local indostry. Customs dutles atill compose & prin-
calul rource af revenue, but their relative importance h 1y rhyrlt-
ly declined owing to their alow ris2 in comparison to the rapd
rise in other itemn of poblic revenue. The protective function
of the tariff has alo — probably more definttely - deelined ir
importance, os the pohlic sector 18 now the sole importer, and
fta import polky is designed to eonform with the comprehensive
d.vedopment plan, hence the trend, offected in January 1962 of
Impoxring a unificd tariff rate proportionnl to the vuhie of 1m-
porte, axcept in a very limited number of coses such as tohaceo.
The unified mate replaced the four old types of costoms duties:
the fixed duty on imports, the proportsonal duty, the addrtional
proportional duty and the "dock-dues” (¢

10 — Btate promotion in the fleld of industrial exports re-
flects a conaclous commitment to increase forelgn exchange re-
sources through Industry, but the form of industrial policy fallo-
wed m the earlier pericds scoms to have jeopardized cfforts to-
warda this objeotive. The «(mtentive s type of industrial growth,
generally employed m thcA RE. until recently, madc it diffienlt
to combine import substitotion with the ntroducton and vXpan-
sion of a substantial flow of exports of manufactures. It will be
urued,inuhtarumtlon,thntthlunrytypeorl.nduminlgrowth
hﬂmr@-onﬂbleforthadkﬁﬂmlﬂuthntutanﬂmthewayaf
Industrial integration of the Arab countries.

11 — Clowely related to this corsideration is the question of
how far industrial policy has been direrted towards the indlvida-
@l domestic market, a8 compared with reglonal integration and
the world market for manufactured products. It i» obviously
tmportant to take advontags of every new opportunity that might
arise to accelerate the growth of manufacturing industry. but
the pattern of mdustrial policy which existed at a time when
conditions were favourable to e strategy of extensive industrial
policy based on tmport substitution need not contnue to ba the
proper policy for opening up Industry to external markets and of
following, let nlone leacing, the changing pattern of vord
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Iv — Machinery ased to formulate, and problems experfenced 1o
tmplementing, industrial policies and measures

1 — The brief outline of the preceding gactions FUEECFLS that
throughout & whole phase ocutminating in the late forties, the
enoouragement given to industry wad chiefly confined to protec-
Honist expedients. Thenceforth, the Stote mmdertook direct pro-
motional activitles which did not bear much frutt until the State
wtopped In as the major industrisi entrepreneur with the incyption
ofthcﬁr-tmmmﬂnﬂﬂﬂpmgmmmemmﬁ?. embodied later
in the overall patiomal plan.

2 — The Industrial Bank which utarted operations m October
1949hadtakeneightyetnofﬁtudytommetuto being, and with
a ~apital of LE 16 million— H1¢+ of which wau Sinte partioipat-
ed, was not able to extend industrial credit facilitics of more thin
LE. 1.5 milhon until the end of 1062; a aingle Jong-term loan of
LE 37000 was contracted. The Bank alao pmrﬂl'.‘ipa.tcd i only
mAugtrial project to the extrnt of LE 50.000.

8 — With the mtﬂ:ng-upod!th.eNuﬁoml Production Council
mlﬁﬁzuwnﬁofmmmdimﬁedmmmdvuﬂmmuer
p:rtbnfthiipawr,mrct:.ken to prDmOtBindulil'iﬂldtvtlupmGEt
mgmeandmtdnbmahuofmdumhlmtiﬁtympuﬁ-
cular :

i} exempting in 1963 imported {ndustrial AW maoterinls

mﬂcujtomld'utlﬂmdothcrraciﬁetnxfﬁ:

if) unmpﬂuninlﬂ&tmmm&umwmveatmuntmthefuidn
of industry, mining, w**mucmpﬂoﬂmduﬂedboth
thebu.uil:reﬂiprnﬁt.ll.nddi'videud toxen, and extended owr
mvtnyumrornewmnturcaorﬂmyeauforexpm-

slons ;"™
i) mamreummnsoﬁdatemdiﬁdualmdusﬂiﬂmnhaﬂtbe
cotton epl and weaving industry, the «A-sbstance

manufacture and irade of the wollen and kmitting pro-
ducts, the metting-up of a public authonity for fron and
steel, and for ph.grmacﬂt\ml products,

tv)niuinsthoﬂchinlrmurcﬂoitheIndu:tﬂBlektn
successive uteputhmﬂshsmte guarantees (sec above)
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v) Statammmtauufamjntmmrntoofrutm-nonu;tm
ofmmepro}mtumcha.uthetronnndttm],mdmcoung-
tngthelndumhlekto;I:tidpatobymdlmlna-tntuut
onborrcrwedf:mdlforthatpm-poutolpuromt.whioh
couldennbecuttnhaltorm.tmdﬂtoget_h.ertnmnuthe
Bm.l.r'-pmﬂtafe]lnhnrtoti‘/,pormt.

£ — Soon afterwards, & number of pubbo institutons were

set-up for the purpose of regulating the orgenimtional strictore
of ndustry :

u)tbe«Fedor.tlnnuflndurtriu»whichu]:uﬂ}ookarterthe
mmmmintmtlofindlmmm,mmmdmpu-
vtlethewttvitieaoftuiumiﬂchlmbenmdhullnﬂmt-
trillmtmdll,helpthaGowmmen.tintheformulaﬂonmd
axocttion of mdustrial policy, and give it oplnion on
legislation and regulations relating to indumtry;

1) tho «Industriel ch.u.mbcm:whichuha.[ll:ooka.fterthf_irmem-
berl’oommomlnterutu,mﬂbcthd:rupruemtattmwtth

iv) the «Local Indugtrial Councilss which shall logk after locnl
Lntureut-mﬂputforwu:dtothahﬂnhteroflndmt'ypm-
powals that may help In planning Industrial development in
thelr province. Each Industris] establishment of a cepital
ofL.E.H-DOOormore,oramployinglthutmworkm\m
tobeltfﬂhtedtothﬂChamberafitucorrmpondingmduu-
try or industrieson.

8 — Whils the leglslation concarning the Federation of In-
@Jﬁhmm&mb@ldlﬁu‘tryhdanmdnﬂyorgm-

-— 53
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i) cooperntion with competent guthorities in londing and
financing industrial establishments.

O—Ahoutthamm.etimalmmultnt.lm bodywa.ueutn.bluhed

<a the «Consuliative Council for Industrys and had on its baud

of various authoritles and insttutions working in

the Industrial fekd. 'IEhoFadmﬂnnofImimtﬂeﬂmdthalndu-

sirial Bank were, for exampie, mprumtuiuwathemmltrlc:

of ithe Treasury, Commerce, Fcopomy etc. Individuals meprestn-
ting practical axpertise were also ineluded.

T—EApﬂleimportlntml‘:ﬂltonemhiddownm
the way of organizational giructore of industry by Premdential
Decree No. 1055 1967 which re-organized the «Public Authority
for Industriaimtion>’ Besldes the high level—later reduccd to
dlrectmhordimwntothnmniuturoflndustry—mﬂwldempe
rupresentation on its board, the «Amthority» had ewt ping
powers in the fleld of industry. Far cxample, mo industrial p.o-
jectintobecon.ddamdlnthﬁovmﬂphnmptafterthe
coment of the «Authority» g obtalned.

B—Agdn,tnl%ﬁammmitt&emformaibyﬂrtueof;
Ministerial order to look into requests for setting-up nvw {ndustrial
enterprises, arqxpa.nllOnormodjrhatiunotmatmgltnaaafpro-
duotlon. Wldereprumuthnotaﬂmltﬂdmtgrcstamﬂm
observed In its formulation.

9 — Inter-departmental and imter-Ministerial Committces
and boards exist at geveral levels. More important among thrie
are perhapa {wo sets of groupings : jownt committees for the
Minigtry of Planning purposed and «forelgn trade: boards far the
Ministry of Economy purpoacs. The former jaint committc. —
for the industrisl geotor — scrutinize the industria]l plan e+ laid
down by the Ministry of Industry, while the latter BTO' of
buardusatupthefortdgntrndephnforemﬂncommodity. The
joint committees within the Ministry of Pionning — which v «IC
tormed in the early period of development plonning —- &€M
however to have ceased to operate. The Minigtry of Industry
agsumes full control of plan formulation in the industrial e-ctor
Lndjvidunlplan.a—ontheentermmlevel——mcnﬂecttﬂmd
scrutinized by the carresponding publie organtmton, which m
mmpmawordm:.tedpmgmmm of further investment for

34—
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its branch of activity to the Minkiry of Industry. Private sectar
industrialista apply for investment lcense to the Ministry of
Indusiry. Flnally, the Publio Authority for Industrislixation
Hroduces the integrated plan for the industrial sector, which in
thmlnoorporatadbythclﬂ.nlstryofPh.uningwtthoth.ermm
plans into the national plan

10 — Consequently, the industrial wctivites undsrtsken are
dtantheproduutoi‘:mmprocmotasxmglﬂan. Baverul
puliichodieu,com&dwtththoformnlntlonandtpp]inﬂmof
tnﬂmtrh]po]icy,utﬂluartanindjmlnﬂnm,thmughom-
aﬂmmm.tcpokymumu,mmhuthelﬂnkﬂieaofEmomy
MFomlgnIndo,thaTmury,hbou:mdth.th,thmgh
monetary, fiscal and tariff policien, Ad hoc committees or boards
emposered to decidde on forelgn trade, pricing, wages, etc, also
thrre in the work or rewponsibility of formulating specific aspects
of industrial polloy. But the Ministry of Industry per se remains
the central wuthority in the industrial fleld. And yet, the line or
]incnofpoﬂcyth.a.thamuvohodovarthah:tten-to-ﬂﬂmytan
lnvetakcnthaahapaofmuhahna.ndrmmtiumthutm
hlrdlybeh'wadtomom-ﬂlptttumofaunﬂormcﬂturbon_

V—-Induﬂrhlpoﬂ:htntbcmtutoiregb@m—opemﬂon.

l—Regionﬂmopent}.ontuthoﬂoldocfindnltrymna
muchwld.urmp-uth.lnthemtofnagod;ﬂng—tdhtmﬂy or
multfiaterally — the development of ons or more branches of
Industry. Rugimdm—opemﬂanhdmlnuemtonlyumob-
j-ecﬁvu,butlluouubn.dclmm:mmtoﬂnimtﬂdpoltcy. With
thaltn.gaofimi'umidintlonmchedmfarmthﬂA.R.E.,unum-
bardmamiactum.ngpmjmilhumch.ad——orwﬂlmor
latcrrmch—llavolsmrcdyoompuﬁblowfththaainoftha
homs market. Inth.etbﬂﬂnmoteﬂodireregimimopanﬂon,
thecanﬁnmnmofthehﬂulhiﬂintmnprmmlndttlmm-
ﬁontnmmnnnmwtthnewm&dswouldmaetwthditﬂcultpm-
blems. Bteelmaking, the motor-vehicls Industry, and petroche-
mimljmgmdmmpluofmtpotmﬂmﬂmdmmmimd
scale,

2 — Bsveral hilatern] and mmitilateral agreemants with for-
eign countries have been mlgned which bear directlty on industrial
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development. A few of these serve to ilustrate the impact on
industrial growth In the A.RE Bilatersl agresments with the
USSR helped initate the first Industrintization programiae of
1857 ; many induetrisl projects in this and lator programmes v, re
supplied by the Soviet Unlon within indumtrial protocols that vcre
slgned for that purpose. More recently, an agreement for an iron
and stesl complex was signed Poland, alao agreed In 1P67 to
pupply complete plants for production of eloctric rino end for
lead and xne; foundries; transformation stations and steam bol-
lern: Kraft paper; nitrogenous fartidzers; railways carringes te

4 __n the field of multilateral agrecments the ARE, Indua
apd Yugoslavia signed sn agreement in Dooember 1868 whereby
itmd&aﬂcdthatcoopemﬂontntheﬁeldoftnduﬂ'ycmﬂihe
intengified and entarprises encouraged to pegotinte tripufice
agreements  More spenifically, {t wau conridered that ipdaat-
rial cooperation could be extended to “industrics engaged in tho

of agricuttural products end of minerals, in the ms-
nuf icture of capital goods and durablc?, and in the prouuc™ . %
fertilizers and other chemical products”.  Of partcular riznify-
cance was the reference to joint convultation “in order to id.n.fy
arvaw of fruttful cooperation with s vicw to promoting gpecl 11121
tion in productlon, bringing ebout cconomien of ¥enle” Further
back, in May 1985, a protocol had been rigned betwesn the ARE.
and Yugoalavia setting Selds for industrial coaperation in the
rroduction of tractors and agricultural machinery, enginca nd
motor vehlclen, and the productlon of eloetrical equipment It
alno lald down the bmasis for reciprocal credit faciiies: through the
cytablishment of a Bureau for Economie Coopsration in Industry.
On similar lines, the tripartte sgreem ot of 1064 yroducrd 1.nt
working committes for each hranch of industry to mest and
Acvice ways and means of furthering induvtrial cocperation v. i
partners.

1 _ More rectntly, the ARE, the Sudan apd Libya Fove
aleo ngreed to further their Industrial development through re-
gional cooperation, Similar — though bilateral—agiecments ure
alzo concluded with other Arub countries.

5 — Wider economie cooperation in the induxtrial fleld has
also been exerdsed by the ARE. within the framework of the
Arab Economic Unity Agreement of 1857. EarHcr, the Arab
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TrldeConvmtian——theﬂntmulUlntuﬂmdoagreemuntamong
the Btate memberns of the Arab Leagus—was a first step townrds
an Arsb Common market. The«Convention» oovered, in echadule
B,mul&ﬂamciugi:tmmcumuurpwgood:,for
whhh:ﬁpurmtmdncﬁonofthemrmalmrtomduﬂe-m
provided for. Later amsndmentsto the «Convention» gdded a
mhedulaCafmﬂonallymmufauturedtooduwhichcﬂjoyuiw
cardingly a 80 per cent reduetion, and schedule D providing for
lmpermntreducﬁonofthelppmuﬂﬂlnhmafcm
uxsembled manufactures for which the cost of local labour and
Ambmwmaterh]matleuiﬂﬂpuro:antoftotﬂpmduotlou
ooat. 3

6——TheAubEmnomchnrty00uncil~—tnttBoften-
roImed-toDeciuianNo.lT——wtlJa.nmryl%i‘Sutha
starting date for the launching of efforts townrda sstablshing

tmnni‘donalpa-}odofwvmaniono-hatfmmdﬂvemu,
respectivety. Importduﬂasunn]lotherma.uuhctumdgmd-
exchangedamougpnrﬂdpmtnmtobemmovadgnduﬂlyut
anannuﬂruteoflﬂpu:centoftheoriginalduty. The fresing
of all menufactured items from quantitative restrictiona irres.
pocﬁveoftbeirincmduninschcﬂukuBlndCoftheAnh

7 —The achievements, in the field of trade liberalxation,



P
g
3
|

ruofinduftrhlprodmtlanhlmepurm:rmuntﬂa,tomm-
tion only one, is a more tmportant factor In the common deve-
bpmmta:rtnﬁuftryinthemg‘lon. The characteristies of the

p-caenttrendinotha'Anb countries towards the same pattern,
will eventoally lead to & gituation where the industries in each
muntrywouldeom:whohmgaafmmnhchmlnagiwa
cetegory. The great differences that exist would reflect  the
varying levels of industrinl development reached by the Arsb
countries, and not specialization in particular lines -— or ComMpo-
nnntp:l.rtnofu.]:lm—withlnag’rwn category, based on the
country’s natural resources and other factcrm

CONCLUBION

1__To conclude from the above appralsal of Industrinl
devclopment in the ARE that there han been po basie indust-
riﬂpo]icycrttmtartrategyforthetndus&hlmtorhnubeen
hcktugwwldbel.gmmcver-aimp]iﬂmﬂonmnproblunofa
very complex nature. It 1= probably more sppropriate to eay
thatmdustdﬂpahuywmthem. Several instrurnents
industrial policy formulation were pot gufflciently co-
ordinated or in time integrated into a coherent body. This espect
of the process of tndustrialixaton did not, bowever, mitigate
lgﬂnlt,letﬂanahxrm,thoimmodhtanpidanimjbmd
mdmuhlgmwththlttheA.REhuwimmde&
ftnitelyenj-oy'ed.crv'erthﬂnimtm:ﬂxﬂﬂ. What is meant to
beempha.dsuihminthatmnlanthofewuhoﬁccmjngﬂofput
l_uiuutrillpolhy—tomheduponeiﬂler—mremfditﬂ. indus-
trtal palicy can herdly continus to mest its bolder rewponaibi-
lides of the future efficiently.

2 __The effectiveneas of industrisl Investment does not
only depend on whether the funds are being properly channelled
into the different hrunches of the manufachurlng sector, bt
also on the efflelency with which production capacity — both
existing and envisaged — 18 utilzed. The position of manufac-

cnuntry’nmdmtrytngmenlhudmlopaﬂ. The protectionist
po]:lcyimpomdbytheutem.l goetorw’s limitations end by the
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r.n_awm-t-a—u—mmumm n

import substitution needs derfving therefrom hag completely
sheltered it from forelgn competition. Tt 2ls0 combined to pro-
duce a relatively high cost and price level for many manufactu-
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