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(1) Bgypriss I'ndustry; Eerly B'iwbr-ﬂl! amd Recend Growdd,

By ths e=d of the sightecnth tentury, the orafts asd EAustyies of
Egypt, which thrived wmdor tha suocescive Moslom dynasties, had
Zalben into almost sompketo docay T} The loog process of senky
staguation beggu with the ascecduncy of the Memlukes apd was
sepantusted after the Okteanan conquest [1616)owmg to the duscovery
of new irade rewtes, the segloct of communieations, the abseste of
]I'IW'J-'&\‘ 0“1!.'1' amd the impunil ion of exeoasive fiern] exaotions which
aapped tha ahility and the willirgres 1o woek snd save. The dis
tructies of the nrued forces removed as impogtant elemert in the
damsnd for 1he o decls of it wetry, whle the transfia of 1he dlile
ﬁf workera in e (.ﬂ,rirﬂ af the (Htowap WIﬁth"" Todwaed
the sice of the Ialeur foreo, The pavorss of dismtegration H
boen complened wies the weiiitist® :wmu_!pau}'ing %h?l?s‘qn-'lmiﬂ
expiitionary forre reparted the grem .pllghh of traditional nrfis
aRer costarica of suarchy wrd oppressict.

At the time of Mohamet Aly's acseasion 10 power (1&X), the
rodlmants of 1€e wore provided for & dpvimated and indigenons popus
lsticm by scattered astisans catering mamly for the villsge market
or fer tho market of an o jscet wownskip. Thesn wite, it is true,
a fow thriving wales in lazury goods which ventered bito the realm
of exports on o limitel scalo, bul the economy wis primitive with
littls inteszal trade and virtually w0 ctermal ecoromlo relstions
After coasobiiating his authonby, the Pashs inougarated s ams-
bitions peogramane of smullsnrous nvestment industry, teangport,
irnigation aud agriosltury. New enltures wich s eotton, silk, indigo
and sugar-cane W intmdeced or extedal, while determine] ofioets
worg maide to start eduvataon and to establidi law and order. ‘The
programses of capital smvestzoant vavissped the sttalnmoant of o degreo
of yallsuBciency 1o ot most of the roquirements of the aremed forec
which the Paha musterd to challenge the sspremacy of Tarkey
ped to found Boa Hldsted Empire. '
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The mak emphasis was op mumitios.indestries sk aa the manu-
facture of gun-powder, camzees, sabres; mrmkets and Imapsacks, the
comstruotion of the Alsxundsin Arsenal snd the shipbuilfing and
asseesb|y yards of Bulsk and Suez. Bub other industiies were not neg-
leoted, although here agzin, the armed forons were the prinoipal olisnt,
Under ths gridanco of fureimn experts, opiton provessing, mechanical
spinming and weaving were intodeced, ard there were 44 wotton fae-
toress, sotme of theme employing upwurds of & thowsand workers, in
chargn of two regional commissoners, The eotton textile industry
comsumed ubout o guarter of the comntre's eutton cmp ard swrpplicd
the home market and the markets of the Tovast and the Balkans
The spisning jeswion, oems and curdieg mackdies installal in the uew
fnetories wore prodused Meally, Sorsowver, sk, flax and wos] weaving.
carpot making the marafscture of foses, canidles, glass, paper snd
sap were axpanded, nnd in the thirtios, moro than 70,000 werkers
e eogiged in the cometruction and opersticn of stsle Tactomtes.
Aw with the ether beravelies of the OIS OTIY, hﬂwdm‘ SFLisGIk Ware
bevught undes s sehomy of stiiedl Goversment wuperyisdots. They
were suppiied with raw materinls and tools ot fived prices, whie the
Guvernmest hocarse the sole huyer of their finisbed produets,

It uot propossd hore to ssseas the reouits: of Mobarset: Aly's ox-
frrimen (] axcept insodur aa i Iy previde mme peslancn for the
fitare. To the absseon of private investinent on swy spprecinbie
wealo, it was imevidable for the State to assame thy pols of mirepragesr
il any progress wite to be made. The sheme was mtirel Ssanced
pat of raxation aml the peofits from state trading, without recoumse
to foreign bormwng (2] Oing to the " remrinble defimency of
Itstroacted artisana axd the lnekoof trained execstionathe Pasks cogaged
& ot of Busopsans to manage his soterprisas aed 16 administer the
vasmws moeopolics.  Foreign workoers wora importad in large number;
witkle part of the exgort surplus wils msed 10 bay machinery fisst from
Praneo, apd, alter the lifflsg of the embargs, flom (reat Britain.

For pmﬂd“n-l !IFH .ﬂ‘
ol Cnisiia'™ abresiod 1o Fiog HiGhE Toowousmile, Visoomss TR ﬂ

h“h—»ﬁﬁmjm b‘lh- =
|1 Dafortmmasely, memu
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Unfertesately, the lnvetimest policy of the Pasda did not sokieve
tho docred cbjoctives nor dal it mwe povele isvetmmt o oxpaml
parr-passt witk axpasaoon i Ahe riblic soctor.  Theteare susoy resons.
for the failure of the fsstory systens to dmvelop is sivstsrath cuntyry
Beypt. Lo ke flest pince, tha country was mpaged in & perpetual
olank with Terkey asd the Groat Powers and the Pasha's impermlistio
proclivities eoused him. to maintain large srmed foscer, which wepe
& sexwus drain om the mesgre mengowes meourcs of the country
and its nazsiona) ineome. [x the secoed place, (hn procesef imlesric
nlization emsomnterol techojeal diffsultis of tho fiest onder of mag-
nitnde, Labour was scarce nod muwsuizabils, and the vse of eorseapted,
i e irpwgubarly paid labonr wasnoc e ducivn e nlliciscy m oo
doction. (i the otlhee hasd, fanelgn technicians were suwilling to traia
Egyptian workers |t they kee their remanerstive pdn, Exomsive
wiste was prevalat in the voustrurtios, equiprost asd ofwealion

of stale factogies. New machivery was soon woooked by inefliciant

handling, srd roplecaments were froquest for bk of rogacr facilities
on the wpot, The stmuont of raw mutessals and fiel per unit of outpet
wan hoedistuly Balar thes o tho mannfagtotes of Bsrepe, where
tho new methods of the * Tndestral Rovobstion " were being introdveat.
The absnve of coal or rapid steeams necossitatod the uee of costly
nnd wekward atimal powsr. The lock of eained stafl convizacs with
the fechnique nf Tmhkmplng retidered efficient adminiseation and
et ol mnposadblo,  Fi sliy, the low parchosivg power of ke pupals-
tion, sggravatal by the poliey of sisgore sdoptad by stste mo ﬂf#hnl.
was o severe handicap 1o indaarialization, whil the feve trado regimn
impoeed on 1he coumtry precinded the pesibilisy of predecting mdisery
frem fureign competition.

Mohswet Aly was awato of the difficedtis ie the path of his develup-
ment sehemnes.  In ag isteeview with, Mr. Bowring, be exgmesad the
cosviction that the sserifices wure worth whils for (be rakn F ™ pee
customing the p'ngle 1o manufscture ", Tho Birth-pangs, he thogght,
s knevioablo in an ndustrializing country axd eval dissppear s
the peo oray hocsrne mora peatazy,  Although tBe whole plas fougdrend
afier the Pasha's desth, swine tomnporary o was sndoubtedly
anbisved. Mr Bowring, wlo wis aisieal dﬂ.lhmm-m
thought that the establidments fir spinsing cottes might He ad-
wm T wus of opinie () tmm.pall!;m

) I, 38,
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cloth was the omly article which inpered comssarcial importation froas
Great Britain. However, during the zeign of Mohsmet Aly"simemediste
Eacoessors state factories were negleeted asd tho coup de graco was
sdministered by the suppression of the regime of monnpalies by Said
Pasha (1554-1563).

Liale induvirial peogross was megistered duting the second half of
the nisstesth eentury (Y] despits the opericg up 6f the country Ly
an efficient metowork of mailiroads aed the unpeaceder tod in fluy of for=ign

capital.  Variows fnetors holped to attraes forogn ferae inte Egypt,
#nd, onee the movessert gathered Somentitn, 6 socelnmite the mate
af flow. The poliey of soscemive fulars wan densgrad Ly EroonTEge
forvigniens to eettls in the commtzy by granting them salstantial pri-
vileges and lmmanities. The capifulstocy regimn of the Oiteman
lﬂplru of which Egypt was thﬂ" 2 dependesay, ptu'r’dﬂ] =OTTIEY
and the logml fratsework for the protection of peoparty. The wrowih
of public ad mimstration, the estabiihmest of law apd oader, the dis-
covery of Egypt's potecimbities fflowing the spectacelur prpansiin
of eotion coltivation diutieg the Amecican Civl] 'War, the intorest
shown iz Beyption aflairs by the wersisg impernlisms of Wieetern
Europe, especially séres the apesiog of the Sues (asal, apd fially
the eosemtian of an ambitiond progemmmn of lerigation and land
reclamation ... all thess fuctors combined 1o make Bgypt a semunesative
ewtlot for Rereipgn captal (@)

A stady of the distribution of ﬁmﬂm invedmesd sl the bogirning
of the 20th cetury shows that the bulk of fmported funds foard em-
plowmest in bankmng, basal aed urbar development, transport are poklic
utifities and other nmenities necosary for the comtietoialization gad
arbanization of the mrnnlr]' Thus, i 1502, out of the total capitnl(?)
of jomt stock cosapsnies t.pgnl:irg in Bgypt, assvmntjvg fo LE. 45
millios, the thare of indesry did rot emeeed LE. 4 million, mosly
btuleﬂ in eotton and sagsr procesivg,  The explanation of theslow
and rather tanly developmont of latgpe soalo imechanized bdary
in Eqypt, avad the mlucta- eeof fareign enpitalista to start rew industrial

2) I B Mocoas. Ao T4 id, Chapher XIV., S aleoJ. Oursmml, Deeioht
wd, j'ﬂ'm‘lﬂmm

mmm
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ventufes t5 nol Baml 0 sl Leoding to the Khedives, morigage
banking and the finsuce af the raputly growing foreign tesdo afied o
aieple investient cpportesitics for thoss Toreige espitaline who
wore asxious t0 keop their funds in casily realizsble firms.  For
those seeking more parmanest owtlets, the large crop of urbam ard
lund developmens compasnis held the promise of guick retures in the
foem of " wsesrcal increment " in & coupdry with & rapidly umwir.g} =
popalstion anit u sash erup with woellwide densaed. The tate o
rossen on capital, the regulator of the flow of invedtment, was higher
In trwde and finance than s industry.  Os the othor haa d, the upper
steata of the indigo oss pogrplation -vemad their mvmgs In soquirng
Innad, sl their spocalative propes sities were satisfid by the futsres
marke® n coftup.

Mirvover, there was ns undecstandable didrclination on the part
of Fro:ch and British capital to ebark on wetures [kely to coanpede
ditectly with the economy of the bemelard.  Aftor 1552, the sole aim
of the British Almimistratios was the axtensor of pereemiolirmigation
agel! tho sra under eoiton 'lilih‘l viow b 'pm\"ali':rg saffinice L {ogmign
exihangn tn meet the servies of the Jurge extornal debl.  Other con-
sidezatiors bad to be subordinstal o ihe task of whabilioaty ¢ the
country's fisances anid exseting tho bonddedders” pourd of thad, (')
Tt was Ehought more pdvantageoas fer al] coneorvsd fo develop an eco-
noesy cammplemontary o, rather then compedilive w th, thet of Grest
Teitain, peovidiag tie fatter with a steady #apply of eg staple caton
sndd pmarkee for indastrial geoduets,  Lord Crmoer was convi oo that
it wotild be * detrime: tal to both Eogliuh sed Egypdisy b= tizets to
affoed apy enconragumens to the growth of & protected cottor indystys™,
in Egypt, Simiarly, Losl Milner weots that the Bxvption market wos
of pammenst fmporfance to Bogland owing to the growieg threars
o hor internstiocnl trade.  The vordiet of Mr. Bethatemn sinms e thn
offect of Briih Ontuplim oa Egygptien Dodustey. “Io the edirse
of their twesity-elght yeaes' rule the British havo 1ot only £ ot gicemeded
in bailding up a singlo mannfacturing icdustzy, but havn offoctuslly
Killed whatever possitilition there had been for ome, %)

I‘Jdeu&mmWhWMhﬂum
lmparts. = The frvd seouh of Rltiak beisevention the gamplein
:Ihtn-ihd ol Mehamnt Wosmnm:'rfc.mw
@ T. Mommsrwis, Korypt's Wale, p. 252,
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Finally, the whole atwmosphere was sscongenislto the gowakiof
lscal industey, mod thetn was 2 wideapeead fonling that Egypt wia
destinad by a divise dispoasation o remain s agrionliszal coontey,
Tho jow panchasisg power of Lhe population ebocked industrialisstion,
while the pich ecmmsemitics prefesred Dupoated . goods..

Entroprensurs wers unwillieg to initiste new industeies Nable to
moect with Elhllllj cﬂﬁipd.il.kln f:ﬂﬁ."l !h u:{lttllt‘mﬂy Wi ni_|"ﬁ'lf:l:ﬂi
countries, Thear fesrs were aggravated by the socoes of jowrefil
whndestlori in oonvircing the public that any goods ot b«ariug their
distizetive mark were sdudteratal ) Cortats ardard brandse bad
beovese s firsly antreachod, ard oojoymd sovh wilespread apgpeal
among the messes that ary masnfacturer costempletivg the launchieg
of & new produet woukl hsve hal 1o contscd with censslerable oon-
sumers’ Fesisfanos, The Stete wue i 1o position to belp indestry
e the greacer part of public reverne was enrankrkel (o the eervice of
the exterpal debt. Trotection for infant indudries wee ralnd ont by
tha eper-door systom to whick ebﬂlqmdmeiﬁ of the Ouman Rrupiﬁt
witw sotpesitted . Emportad v materizls aed msgh'ury W f ol
ol the g=iie rates ss finished prodocts. Railway mtes were high,
e thate weore orippling exvise dutses e & varsty of locally peodiced
poesds, the mnst periieares bairgy the 8 per vest exvise on fomilly mans
e turad entton goods. British pdmirisdeators wom vatusally poonn

fo plaen ondérs it Froot Trstaim and thesain Govery @t pmhhmgf
eftive waw bocated in Tuwdon, To escaps disorimicatior, Egyptinm
fmanufactuters wire forosd 1o present teadlors theough forwgr fitms
o Lo clrsves foreipn souniliog vames axd teade mn!h!u”pms‘
local products.(®) Apuie, puabllo sdjudicstions frequently specified”
eortnm woll-krows forsgn bracde ] The Epyptizn copital merket
was andeveloped . and inferest rates wern very hugh nmrhw
from the it sl the rate of intecest on stetn agriculters] fnars was
& prar cont ot the beginning of the certury.  As o remudt of thaen #F
Ssultier, a pusssanen of the Mistory of irdwtrial omnpenics, st e

WMM“
hlﬁ;ﬂf- e p, B
#nmwmmsgm n—nm
l&m&n Arealr Eovssssyn e i Eggpte, |
ammmuwm l.
ﬂl . "y s Tndustry and Trade, m'ﬁ
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tm of the eontwry, Fisclores many discouengny failkeres, ) Seck
Excharge quotatiors of mdustsial pager weto doprasd hes g fro
que tly qeeted helow par,

The firet two decades of the 20tk eomtury 3o w soane ir dustrial do-
velopment, It 1k opesisg yrars of the cortury, thero war s latpe
areecann = the ratoof flow of foveign capetal but @ sdll charg 1o s
Aitioy 2l charnels. During the Rarptaan Sext)l Ben Bubble (1008
1506) 160 pew companss, with suiboroed capital amountieg to agqoe-
smately LE, £ milloe wore foemed,  Excessive speculatice i laxd
peodused a Jargo erop of laed mmpanios, the majority of which did
20t survive the crad of 1007, Mereover, soms i dustrinl coqupasics
furme! durirg the boum were e able to withstard the sloeks acd
rilinlatiors of the prelimirsry stages of tho Sxaccis] erash. After
the cxiniz of 1807, “oue traxsport cospary with o yaid-ap copitel of
LE. 220,000, apd 1o less than 26 isdustsial mivieg avd eompercial
oompanion, topresertieg e paid up ospital of LB 2,251 000 had aleo
gone inio volustury or faroed ligasdation. "} Sons were subssimestly
reorganite] a1d bad their watered capital strueture wealol dewr afier
powg Gito hapkreploy er volmtasy liguidation. One effect of the
bevakidows of the boosn was that capital foughe shy of the keuatrial
fiehd.
Ir. the twentisnth coctury, the industties compected with the pav-
sessing of eotter and mogar expoded corabderably ; the esgits] of
compaxies in this category tnereased from LE. 2,750000 & 194 4o
LE LR m 101, Marwver, by 1917, the Committen on
Indus ey nnd mo[ﬁ"mhﬂ aut the existence of 2 snimber of largu -
chanleally equipped cincerrd copsumsmg conriderabilo quastities of paw
mateials anl exmpleying large numbers of workers in the fallowing
Salily of marnfactuting Edudry ; cofion splasing, regar, alt wed
sodsn, pamnst, pottery, Aloobel, floorimg, chothes, b, puper, roliber
pocds and merien ) The Sna world war aed ke inflatiovery riss
in prices eageilered by the expenditura of foredge troops gave en
aipeing b bl v dstjirise oapecsily wfter the Teducties: wm-ths woleme
of Smpatts 2= period of warsdricted walmwrine warfere,  Some of

' ) specitly o W comatn, ooy B, qotery. sape. i ANt

_.-n, _ *r'-"-"“""i‘i""" St wompbrying 39 workers oF mooe bt the
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the new industzies d3d eot survive fur loby sfior the war, Howeres,
the minstesn twonties witressod a rapid oapsion in the industeics
producing ballding watenials with Swiss and Bolgisn capital. The
peried aluo saw 4 vow pheromenon, nmnely tha rise of indastrinl and
commercis| concemns on porely Egypeian caydtal,

Table 1 shows the increase in the eapital of dustrial joint stock
compaxies, It i smgulficast 1o reode they whereas the totaleapital
and debestures of companion operating in Egvpt decrensed botween
121 and 140 owing to the redemption of cagital ard obligatioss of
certain usdertakings opersting fewersiceary porcosions, and the
liquidasion, eapital reduction ard debentuse pdemptios of roms Mozt
gaze companies, (V] there hss been o tteady bt alow incvesse in tha
cagita] of industfis] cofigasin sivee woeld waz Ko, 1. 2) To the samo
period, thete was some increase in Bvestment in transport awing to
the devolopmest of roal ad akf transpartatisz, the Ramatos of
shijping companies ard the ™ Egyptisnization © of ethers, pryssmably
to avoi) intersations] double taxatim snd to qualify for (o vernment
subsadios. On the ather hard, thery bay Been vo new private invest dieant
in water-works,as the twk of providing rueal aress with water
dewolved om mumicipalitios, while exting planta weze adegsate to
fvesd the expanding neods of the towns.

Tha total oapital invested b Edustrial Jokt Stock Companios, i,
groups 4=7 in Table 1. amcunted, in 1921, to 785 of the aggregato
eapital of companies operating in Egypt. En 1590 snd 1560 the per-
enstags roma o 9 and 145 respeetively.  Most of the edustries : sugar,
alicohol, salt, milling, lamp glass, bocts and shoes, cement, seay, boee
vegotable ail, textilles, chemicals, diopend on loosl sew materinls, The
elpurstts imdustry, howwver, roline exclusively on imported tobasen,
while sonio Indusizios sapplemont |ocal suppdics of raw materials by
imgarts, The increase in investment bo some falds, p.g. tho textile
indastries, i= trocoable direstly to the tarif * reform "' of 1620,

-

| The espital and fusded debi of shis satagery Ml fie LE 1585560 =
1635, be LB K5.I5T43% dn EO. B 4
%) In the precediag asalpvia, Ve slatistios of jolot sicek (waspaides have bewn nzed
a2 an farbex lo Ui progemss ol industréalicasise. Whila tis & & leghissale |
m-oﬂmﬂlﬁ-wmualmmlnihwmm
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ar L ETTYTE CONTIMPORATRE .

A further spurt to irdustris] investmest coourred derivg the war
that has just ended, With foreigs sipplies virtsally oot off after
Italy's estey isto the war, Jocal poodwdwe expanded azd firms were
workmg to full capseity, with twe or three shifts por day. Thaostab-
lishosent of the Miidle East supply Contre i 10 helped 1o devedop
exaeting indastried and to furtker interragesnal teade in” wodor to mako
the ares as 3 whole as salf-saflicient as possthle, thereby axving valushlo
shigping space.  The Allind BExpalitiorary Fomes placed |a#gs erdars
with loca] conetns, and in oartain cases supgpdied thepy with rocheienl
awbdaioe aml wquipmast to overcoma bottlesecks. The Armies
eatablishod ropair-sbops o4 operatod pew Biciaries i an attempd to
supply 1 he great mildery bhase with pertof itsrequirements. Thicsghout
the war, thero were sxpariments in the sisn oF hitheri vegletod Jocal
raw mnaterinfs and souroes of power, ard many fuctories tureed to the
s of mmazont and il seed eakein plecoof coal.  New mimeral recsaces
wore tapped ard the p.mdumnn of 0il expendod 10 a consbdnnble dogree
followir g the intensive exploitation of thy Ras Gured Selds, New
e kines were improvissd ard » boglenkeg was mado in the production
of s Fe ports. Abave all, theen wes o walome inerease in Us sugpply
of skilled Iabour, which sy conatittie the corps of lakour pecosary
for a feturs dovedogmmatal plen.  Dospite the mmposition of an oo
profits fax, indestralots made large gains owing to war scarcitics
apd the inflationnry rise in prices, ()

{3) Pionaeving in Egyptian Industey.

The catly prosicters in Ezvpt wefe almost 2ll ﬁmhrm or fecal
resdents of fordige oxteaction. Thelr prefaneee went for trensport
aml pablic utiliny uedetakings asd the indusiries immedintely eon-
canel with the processing of agricaltural taw - waterisl, whore {here
waa litthe er no foreim compedition {e comtanl with, and whesn asly
moropoly profits ween asired, Lol savisgeand forvign cayitsl were
atirarted @ theds indestrs by the mumﬁmd for prepareg
the cropa fior oxport asd the vesulting reduotion in the cost of eransport
to tho peris and thepesdo tho indease) srstyes ﬂfﬁmpn. Priwnte
JMI;JI IIIIEI'W nhyu,-.hr mnmn was nﬂnmd 'by

T
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wore sant on horso-back from the Selis to the Jarger towns sexvad
by Egyptisn State Raillwnyy. The high " opportunity cost ™ of eapital
to industey confloed the activities of the piosecrs to purnills Felding
high goofits comanensarate with the rate of return oo eapital invested
In comanerce and banking,

At the outsct, the seene was completely domivated by elerpisng
Ewropear promoters and financiers with oxeellert corpections in
Farope and Great Heitain the thon world bankers par excellenco, In
the second hail of 4he ninateenth contitry, thoy succendal in doquineg
extremnaly Mierative coneewions 1o baild water and gas works wramn-
ways and provescial rallways and to sxploit mimeral reseninces, They
also bought factories and water-works lrom an Bopecuniogs Goven-
tieat amxions 1o ssen s Demediate financial tronbles st any ecst.
Oven secured, the pight to axploit tho concsaion was useally trane.
ferred to o company espechally floared foe the parpose. Thus, i
1857, a oomcesaiom grasted 10 o Frecch ergineor, Cordier, to huidd
waterwerks in Aloxasdria wae sold to a French cosspany, snd m
1885 = siniler sopeession g Caire was trassferred to anoiher himiged
company. In the same wear, the powerful French concern Lebon
& Do, ssoursd vomsossona 1o buily! gas works im Cairo and Alexandria,
It slsn soquiesd & oseesion to mpply gas to Port Said, which bad

, beos, granted to & Freoohman ramel Massoury, The Frech finag.

cinr Pastro prosided over the developeseut of water works avd later
on tsarsiorrad his activities to the devedopmert of lowr-milleg, his
intareits boing takes over by Franch firm Derhley.  Tn 1800, Edonand
8, John Faxman, 2 Botssh sserchmst was authorized to lie b Aloxan-
dria ard Ramloh by il and the vestom wos aftorwands sodd 1o a
British Company, o 1870, Bdousrd Easter arracged the sale of
the Aloxandria water system, them owred by the wanivipality 10
Britkh company, which subsequeitly sbmerbed the interests of 3.
Zarlwlachi, o Geeck Financior, in the Ramleh wator sysom. Is
1686, Hacon Empain sud a Belgian syodicate obtsined s e ceesion
to opurste electrio trwens im Criro ard v 1596, Mr, Edonard C’a.udvn:iy'
& public works conteactor, metred o similar concession for Alexae-
dris, which Be operated b conjuction with s Beligan syndicste,
the Compageie Gisfrale de Traction, Ir V&3, & Frodd aydicate
bought and developed the sugar &1 dsstry, kitherto awned and mas
nagnd medder Gesesntiont sispices, (V)

(1] This paragragh s bussd muinty oa ths kistorieal recorisof the yuries coeparies
z
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It will be sean that, st the outeet, French oagdin] and entrogee-
peurskip prodotststed and that thoy weee loter ro-infuresd by British
avd Thelginn enpital. In the sovestios azd cighties of the vindesnth
geEntury, & now okment appeared on the eene with the woesgemey
in tho promatioral fioll of impartans Jocal besness bossen sed mao-
chuus bunkers wiho played o lgadinog 1ode in the ipvestment of Ruro-
pean espital in Egypting pubdic debe, ard later i tds century,
wioa the ara of lncrative Joeding to the Ehodives drew 10 o oloss,
i the devilopmeut of induster ard fande. These ploncers were e
of wonaddeable moans who coulll i 1he vopitul for foencing theis

l‘wi‘*‘*" cither locally ar thoensd iheir elese monrections winh the

privete backiig houses of Euroge, especially the Fiench Tansues
d'Affiires. Fasido their inter-related aetivities in the " sheltored™
industries where eondilions asoustiey o virte) moioyelyobmined
stiine of 1hem Browght abeud grapdione sclivttes of €rustiSatice i
the SuERr, bml_ evarurd sl Wl’ imi:l‘-rin. 'L‘mhr 1‘“@8
the lsading S weder unifled cosdond, ()

1t i iptupesting {o stody the prosctvga] sotivithe of local Ssin-
dinrs agd the wouress of the ferds which they - invested o indusiry,!
Profits froan etmpmencs, Trivete bakivg scd money-Sendag by its
wynitafirions forvus smabled the syodicate of Messsn, Mennsos, Caitam]

airll Saires 16 invest in rHHOW poage tailway, sed, lubor cu, i Wergy
wlusie Bidervti with those of an BsgEd firm. Tho fubedone joviits

reallized it the votine frady aatilsd mertharss such 4 Yab, Farilaly,
Bogertl, Babvagn, Lascari, Talo, $ito, Relohart, Curver, Fed,
Rowsanro ote., 1o isvred in- fodust sisssnuillaryto sheir msiy yurts (%)
psche on ol trursport, cotton gicrirg avd  poesse g el Ister
an, bn shipgeng, msutanch ol cotton spiveiig aed wraviag, Thoy
cemibonsd Ahefr wdustral activithn with as expewive ergort (risle
i cettise, ned thinty sames figered on the prespeainss of sl Cospsoien
of impartdnes; os-of the Jonding  Eryptinn  indsatrisfiors lud for
WY Pt lmm sacpginted with yublie wesks iz the dddle Eass

¥ [

ijrmwmd&m& mmw aced 1
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in chss con juretion with a Beakh (srartien of & girgesieg and
finsincial houses, A powerful impeins wis given 1o rho scivitles
of Bgypliss promsdors by wirdfull yrefies duricy asd imeediatele
afver the fimt wotld war when the grice oF Sakellasidie touched the
alltigee high wmark of EX. 40 per Kuptar ; hesow (de fismation of
n povrn of indwesrs] companies in fhe sarly taenise mpecally @
cotfon  precusss g

(ebar exatnples may be cited, Trofits fom high-gred e pauiling
s cigarette mavwfoctire msblal Mosas. Lappes, Glersclls amd
otbees to start in The softdriek cid wir o ivintey,  Moenpoly retite
rebaize! by Mr, Cozzika, the Alcokol mmagrate, wore invested f the
yapee i deairy. The liethers Exnpain, who mede huge peudits ont
of tha siceess of 1heir surbuwrbus vesters in Hoepolis, cedr Ol
wee squong the leadivg premmitens of elivtriey 21l traaport ue des-
takinge. Froqoestiy, refagoes secdong weylun in Bgypt bave staried
brnsir e of & type with which  $huy were associstanl iy they sourtzy
of velgin. Thus, the brothers Behromd scvming s dilupafated rive
gilll at Josetty veer Alexncddvie, a0 pradunlly beils & up wto o
JirasyAEOUs hasimes, finslly convecting (¢ iran n limited :ﬁm;lbrﬂﬁh
Pl participation of Joeul capitalists.  Biroe the pevicon of 1o tandl
n i!ﬂﬂ,,dil# 1aY AT bﬁ' H!!ﬂu indiesisis] oemeemr e haw s Pt .
anidl wotne high raz king Brithd officinls exdortook, ve relinmied,

to pEOmNtY nes compmEies i co-operation with local sl Greign
firwooal hitenesie, '

B s wupth poticirg that, owlrg to 1he r..ﬂ‘!m.lwn{uaﬂr redlmg oa

of debveoturos, profereccn shares wid ovm ardinary shage sdoptol
by Witﬂ_ h!&]ﬂﬂi“ﬁ; mﬂy COTCEMIOLN, 1r Vistods' uyar! .
win Tedquos L1y st Freo for feiven e b, iy she gkt of cdat et 38

e vata aF perfle veturiiod By diSerat olowesof e terpris,.  Cupatie -
t‘mt‘mj"' wellds that I'glm.mqf Ly tha uﬂw:ﬁ“ﬁnn.-uhﬁlﬂj'; "
and tidephores, develuped by grivito ortorpese, wert to gwill the
trion eoeourtering & declinieg domaral 1o did to m-.gﬁﬁ

ipansfer sdstiz acessmilated smsetion e et b gow libes of pao=
duotion, T, g5 compmion ol 1o dleetricily  poarstion
and Bonetmetin ard BEht maitwoy w derteki g aeyuired subs-

-

vamtial interesis i the enrpusws gor wtdl. rosd damlege bsivess. - A

T the rwwitinth cootury, sl especially siroe the first workl wmn
wairy woslthy Egyptime joired the rarke of ipdastris i-fpmﬁntm

2 b L R N R
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Hitherto, their main coseors had bees the soquisition of |apd wiich

=part from its profizability in the dagysof high cotton prices, confeired
&pon Eh ovenar great social prestige, 30 mueh 40 that a man's place

Tz mociety was & function of the stze of his estate. Big Isndowyersf
such s Badniwl, Wics, Soltan ete,, the Bgyptian countar-perts’af
muedioral Emropean hirocs, have beee Jad 1o invest in indusiry by
e Jang-tonn depresion of agriculturl pricss ard 1he risag profl
Sability of indostry under profectios. In the interwar pesiod, the
Bank Misr became nctive in industrial proposisn and ity cardinal
srwire to Egyplisn capitalism laa beens the itroduction of fhe
Bowrpenisio to sogurity  invetment. Other Egyptian promoters
emmmn from polities azdd the Civil Seevieo wounlly after  period u:f
appredioshap on the boands of foreign comparnies, whare they aoquired
e icdight into besiness pdministrstion. While some of thess
Fromotens worked in close oos jenction witk foreign financisl fntervets,
wibars ware futent on launchizg all-Egyptian concems,

The activitios of Bgyptian peomoters have muiltiplied sivee the
Ammistien, und thoir plans have become more ambitious. For
exxmpln, in the oarly months of 1946, five promoters, so oxX-prime
®Enuater, un ex-rogent, a former hoad of the Stats Logal Department,
& Big lssdowner and o veraatile hosiness magnate launched s LLE, 4
mElisn company to bueild a gigantis fertiliser plast in the Dulra,
mmerving for thumsslves 55 9% of sbare capital. A Iarge urhan
Tailding sod deswlopmont eotgany, with o eapital of LE, 1,500,000
Bes boon formed as woll ay many textibe, chomical and plastde com-
Peies with predomicantly Egyptisn capital, The marked succos
of the new ismes shows that Bgypsaan cupital azd entreprescurship
m=n now vosluring into branches of peodection where sevnve foreigs
empeticion is |lkely to be snmountered. But, it seetis cortain thag
ey have done s ow the tacit sssumgtion that sdoquate protecton
woahd bo forthooming. .

The emargence of u class of veteran Industrial promolers sugurs
wall for the futsne of induestrial mterprise in BEgypt. For the role
of the promoter is of paramount importarce. e Bas o fnvedtigate
mew projects with & viow fo asssing thar potestislities from the
Ssshuical, markiting sod risk stasdpoists. Ozee sativfed a8 10
dhiv wm erit, bo has 1o draw & comprohmaive sehems of Snancing,
snd to Jexide how far to commit his 0wy resourees scdl how far, and
s what o, to daw on the capftal of nascciates <o the asvisgs of
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the publie. He has to decide the natmre of the product, the zize of
plant and to detormine the co-afficient of factors of prodection wiich
gives tha lmst cost combination in the light of forecasts regardng
the foture demand for the prodeet and the supply of the agents aff
production.

1t must be estphagipsd that, in all thewe respects, the task of gro-
metion wEgypd is Bnmessurably more srduous than i the eonps-
wically more advaseol coustries and the risks more proncunced
The eatly promoters were facsd with a dearth of techuical sxpests
of all keds @ evginesrs, demists, sccoustasts end surveyoss e
usedertake the explomtory work, apd It was necessary (0 Tecort $=
forsign wxperts, soms of whom yooved to be costly aed ineffcient~
Promoters bad to seporvise every detail, bowever mimute, and e
rely on guasswark i the sbsesen of reliable statistica of the natisesl
income and fls dstribution among the various stesta of the popula~
tion umd the lack of figures of copsemption, costs aed such [l
duta nesded For bustness forecasting ef the most elemestary lind.
They bhaul mo facilithes for *buying in ™ sarvices or oompousnt parts
en the spot, thereby shifting part of the risk to wher " subcestrae-
tors.”  Tn mowt cases, new Brms had to teain their swn Isbour corps (5§
and to establish repair workshops =5 an alterrative to sniling macks-
neey to Lo repaired abrosd, They ware abw hecdiesppsd by the
laek of btetmst tn nduateial vestment asd the absence of ueder-
wating facilities which are invaluable even to the moet daring pre-
moter. It is true that In indwtnially adwnesd countries, new
eatrepreneurs nre faced with the problem of stivscting ressunces-
Bar theme, new prooducts are new only as assemblol units, the com-
demvert parts being common tooa host of existimg pooducts, Whes
& shify in domsnd ooeues, fabaur and wom -spoc e rooniom e divert ol
to prodese the commedily for which demand has increased, ()

The outeoma of the sbove-memtioned difficultivs was thas, cwing
5 doficient planning, sany cranpanies pever camnanced operstionl.
Promotes belatully diacovernd that the installation of the factory

HMol'mmwuth.EIMMuu-munw
Endesticy (1917] meaticmnd e of skifled labosr gud the pEubibilivs ol &
mportivg Dorsign specialiste ameng the itpodimetis 1o sucemn,
m-lnum.m.mmmmm ey
n‘&—h Sliiw have be (10uT covts abd Foks e whish ey a0 1t scarpratated
:yﬂhnjmhnh-iphﬁm".l. Marsscsavy, Tas edetrislicaitos
Maskwund hreus, 5. 4.
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s i9s equipment with machimery would cost mmek mose than they
Hyaal m-.aiglpue.;l‘, ! l.-u-g;u F@m cxpezars bad to Be incumred,
ant! thess wurs & bundet on the conemry tantamoset to o riso in the
oot of mecuring canital. Lack of mnrlet rewmmb won roeposaibide
far the desay of mark companize. A rotable examplo was thet of
Mist Fishormos, whivh had $¢ ssepmd eperatives siter iwommrg heavy
prolissnnry ofpessss aWing te if adbguste Joxsscd foe Bedam fsh.
Insafficsent fnitia) expitnlisatioe and rocurmed bases, with the risks
attending ssud s = an uniderveloped market, [wodel many eorn-
panies . grave difieslrios, Hy oo, the rate of moemby of cew ine
Mistrial argd eotpsovecial comparies s boste high, ant tko gesiol
alpeng Butwwe: foonrpoeation s the datelmtion of disiderds has
ewtinlly bosn lowg, Morower, low rabwe of diyden] chamctatize
the con-munapetiosd seatier of Fgyptiog idusery and masy comcetns
Boob bom in firencind stenits whee the ootlireak of world-was No. 2
gave them & new lease of fife.

Dhepite Shesn I‘lt:'tlﬁ:’ijﬂ, ihere hms been o parked ;n)"fﬁ g the
wonilth aedl pownr of proinoters dup to the swsalltiess of theic nnﬂ;h'_"e-
A Prodosser ¥, Knight temarks “the supply of ertpeprenour qualitive
i soeery ix ore of the ikt factors is determinmg the romber ard
sige of ite preductive iy The proffts mapel by geomolens wise
higrh Becumme, ax thy sse smlbr goes o6 to sy, * the incopo of any
particalar sutzepeos oer will in general terd'to be larger (1) as he himetf
has wbillity and good-hick ; bet (7] perbsps mory important, &5 theve
b i snciery & searcity of ealf-oon fiderco combined with the power fo
make offeetive guarantess o empluyes.. The condition fir [arge
proft i o onrmwly limited sepply of Bigh gredo shil®y with o Row
preesal Toved of inittative as wall 20 abdlicy.™ (t) This coudition wus
Fulfilled in Fgype, wstil wery recestly.

Freguently, fourders’ alinces of po-par valus, ot defarted skare
sautn given to promotors i cessideeation for peoperty handad over,
cobemssimns. trasaferrnd or servicm modored. As the holdars weeo
ectitled o a lurge perocstage of net earvings sffer 4o initdal dividend
m-WﬁW%uWWa

Operals kmeny rdived whe do ool
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In the onhineed profits.  Moreovur, s they remasined in control, they
weto in a position to delenminn the moitle g of carsin @ 10 essure a shars
foe tlhiamselees. Younders shares in strong Jnupupll:hi‘)c ijulﬁl'l'il],
land, wator sml tremspoct companies receive large profits and are
highly somght after in the stock excharge. In the light railways group,
howrner, thoy hiave not fate] wo well, seme newor pecoivieg any dieblod
for the last twenty vears or yoora, owing 0 the diclies in cstwings
Linovglt wbout by the scrnsedanes tof huses and rond-lsiliors.  Plesides,
owing to the desrth of entreprevenrial fale 2, promaters are vssally
forund on the beard of direators of the campanies whidh they belp to
aunch, aves afles thoy Iuilate ther mitial interests.
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(HAPTER T
Tis Carstir Makser

In this, and the followisg chapters, it is progosed to amalyze the
oapital strusture of Bgyptias Joist Stock Cogpanios angaged in industry
and to disouss certain aspscts of the cagatal markes,

(1) Gresih of the Joint Stock Compasy Form of Organisstion,

The predominant form of mtmpnnwrisi organigatien in Egyptian
industry ¥as abways boen the individesl propeigtership.  Tn the last
decades of tha 10N century, lsrge soalo capitalist erferprise was su-
jerimposed on & pomitive indestrial strecture amd @ guast fendal
sgricaliursl] aystem, The Joint Stock Company mado LS Sppearanes
in Egrypt finst in ehe spheres of banking apd the pubilic utilition snd then
apeaid 1o industry proper. The tarly enmpaaies were almost al]
eegestared anid financsd alwcad ; but, ss we have seon ratlier, $he elowing
yoars of the 19k century witnissind Lha growtl of the spirit of logal
anleprise and tha mmnergence of Egvptian premotets whose paojoets
tacomsl iated reoturss bo alvancod forns of aetr, prenourial CTRanLOn,
The frusation of Joint Stock Companies facilizated: the CoNOEstm=on
of large funds under unifiod managiment and pontrel 30¢ Aljq st -
Rion of gisks that ol T the o cond OLERY singrie financier Or
A fonm, Tl

e wde other motives for ing the eoTpaTaie kms. Lho
privato fortshen. 1t fs uindoubiod]y erun *, wrote Professor Knight,
"that the udustios of risk fo Borrownd capital is the prilicifal des.
decatum lesdizg to fhy displacement of individuil ertarprise by the
partzecsbip aid the e fact with reference to both nwned and har.
rowed . cagital expluing fhe substitution of corpovate Grgasization
for the pasinership . M) The need for additioual fusdle Lo firamge
axpansion Jios st the mes of fhe curvart tovdency F0 CoVert concerng
into companies. Mireowes, thens was the desire 10 ensure the conti.
nwity of the entarprises, shareby aviding the irwunveiitce mused
oo the desth of & partner, even whes such o contingency i provided

1 P, Kmows, By, Ussertalaly and Peafitc p. 338
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for by & jeint insurance pobiey, by the appointment of trustees under
the authority of the Meglis Hasby, i.0. the court which manages etalen
left to minors.

Until tho 1914-108 war, tho stock markeds of Egypl thrived on
Government secetities, Egyptian sl foreign, and the securities of
baules, Jazd and public wtility companies. Put simce thes, industrial 2zd
cotemmescis] socutities have been incressin gly quoted and traded in
the Comlisses, Bince 1009, dhe war-beod indlation bas caused o nuarked
flight i=te egeitis axd Edusteials, with a cozsegeentis] pheromenal
rise in stock quotations, Fee isstasce, on January 31, 1946, the
shares of Misr Printieg, Misy (irnisg, Misr Spisning (Melalla Mills)
atd Misr Bilk were quoted st LE. 1850, LE. 1230, L.E. 26.50 sud
LE, 28 respectively, (Nomizal value L.E. 4] although a8 the outbrosk
of wik they stesd st OF smr par value.

From the very begmning. large malo indwestrial entorprise i Epypt
wax conducted under the cosporate fons, - A comparison efthe capital
of indiustrial joirt steck eomapanies with that of all dustrial copdial
shows tho proponderance of the former. T the Trdustriul Cersus of
190657, tho 312 lazgeat establishsne: ta with oaguisl exesedizg L. 10,000
socoanted for LB, 23,800,000 cut of a toral “feclared © cdjital of
inlastrial establichmerts anousting 1o LE, 31400000, It the sama
yoar, the official stock exchange year beok pave the fllowig figures
for Companies engaged in the brascbes of dustry covived by the
Trdustrial Cosns :—

K.

MIREE .. o en e e o e 2,486,000

Colton sl Bugar Pmunmi: e 2000
Waterworkn W2 e Ee- 4 e 1 OKE (X ¥

Bailding matetials ... ... . .o 1,234,000

Food irdusiries .. ... 1388, 000

Mlln Tobacen and llmdllmmu 0 058 G

TOrAL o o o 14,070,000

4 —————

Thus, about %24 of all Edustrial activity anil spproximately oy
of barge scale industey is incdrporsted, (8) Moecover, pwieg to the
oxistonce of reseryves sud debertures, the proportion of corporste to

In 153K clarw mlm Mu‘uﬂumﬂnﬂsﬂl
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ml‘innlwnﬁhnmhghglu than the abave figures smggms. (1)
The mte-of grewth of indusrinl ocoupanie, mensrsd by the ivoreass
in their capital and the accretions to reserves, is maoh higher thay
thin rate of rowtll of the vt o Fimdusiry.  Tho prowth of e mdis-
teves hing masnt thie oxpaneon «f o fow compasdes, apd in the lading
industries; the faxtils, $ubacco, hnilﬂu'w msterinly, cotton sl sopas
pmmu g, the yabue of peoduction by corpotstions is out of poo-
foo Hheir pusssios] fmportanos,

Tubk. Faed T1 give somo ides of the s of Jont Sipeck Comgue ive
operating in Egppt lo 1001 sed ENT, on ssessured by thoe amount
of paid-ap capitall. The remrkable redwetion, i the averago punl-
ap capital, from LFL 670,000 1¢ L.H. 20,000, & due to the St thee
st the earfior date; baukimg, lard aed pobdic etiby oconpem ies
profominatod, while in the last three decades thers Fas leen o
markod inoreuse it Ebe nwnber of sl industeis] 3wl commsrcial
cozupn e witn b doovwnts fo ther inoresse i the number of companiva
havieg & share eapital of urder LB, 100000 frem Gl to 210, TIn

the indfnstrink group, mﬁjunm with o sharw capéal pot wosnlivg
l}ﬂ. P00 accoultoed i 1949 for 80 8f of the tetal,

Tine l——szrr Erors Cosraxies ormmanive 18 Enyer
1% M) asw ml'i
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Bowree: Compiled from Yoar Books of Joist Stock Companirs
oporsting in Eggpe, ¥

The revect graweh of corporsio. seferprin bax booe socodnpan s
bya movrkod (o cewise in svvir ge as may by gragnd fronn che firflowing
indices, The weturis of the Tost e Save g Barls sbow an le-
eroase In deposits from LB 47002 bn 1000 to TUE. 9874 0000 1608
Pakli- depesita ot the Natioeal Dask of Egyps ineressed from
LE, 4 miflion in IMS to LE. 36 million is 1900, while thoey of the
Bagk Misr inereased frome LE, 200 00000 1920 to LE. 18574,000
in 1048 Hitheto, savirgs have comme mainly frem ke rich, o
with sir develpment of Brect taxeiion snd 3 possibile sise i the
genaal sardard: of liwing, tHe rolstive impetance of the varions
wouroes of svirg mny charge, azd’ an imereased’ confribation from:
feeatitutioral swvers ad the middbo clises may be confides 11y axpected,

Mimwover, the presnt century ks witnemed a. continuons peooess.
of ropatristion of Bgyption Govemmest securities: ard thoae of
Jblar&mk&wﬂmEm Egypt ;o0 tho valse of coupars
presented fur paymort in fomigs firanwial car tevs has been  docroasing
The pieeses was hecoleratod in the "tweties, whan part of the sterfeg

ulameos scounalated during the o §orl War was used to Huy

Eivptinn secerition In fareim stoek markets, Batween 1902 axd”
1584, the proportioe of publio debt heli i Egyps mose fhen TOV0O
§i 0 P“ gt that of shares in Bgvptian u-mpﬁi“ maﬂ g 46
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per eent., and that of debentures from 8 to 58 per cemt. Owing
to the increass i tha percantage of shares held in Egypd, many com-
peiming bave found it pecessary to teansfor thair head offico to Egyps.
Barly is the prosent century, intensst and securify (nvestmenst recoived °
the blossing of high-rasking mligious dignitaries and wore revonoiled
with the canons if Idem, & ferther @vhlencs of the relation bet ween
* relggion amd the riseof capitalivm”.  Wenea the increasad inteseat in se-
cutity invistmont, The roturns of propertios passing st death reveala
alight kncreise in the propartion. of secorities to the total value of
propety passing under the jursdiction of the Meglis Hashy ; mureaver,
thery is a larfie increass in the seewrity holdings of cogmpanios azd in
the number of porsons depositing seeuritiees with the banks bolk for
safo-kaoping Sud s collateral ssourity for loars. Fh:‘iiy. Egyptian
partseipation in now joint stock sompanies has inere & ey be
soum from Table 101, and the paid-up cagital of compapies o Litely
arder the contnsl of koeal capital das paesd fiom LE. 0 millioe is
1900 o LE. 1% miliior in 195, while thet of scompas ies 1eeiswning
capital from abeosd foll feoms LE_ 30 millionga L, 81 millicn,  The
ban on foreign invedment in Loadon and the exchsrge diffieulile of
many  continental countries have resulted in the wvirtual MW
of the stream ol foreign lesding to Eigypl, oxcept bn the form of direct
invesiest. : /

Tause (11, —Exensy or Eovrrax axo Foskwy Pamcreiriox

% ymm Carrran or New Eoveriax Joixr 8tock CoMpasms,
19519, LR

: 1 v | M Pl by
Vear ending Juse Total x-ml?u v gl fosvie
Egrs atroad
I o o] TR ISR 914 JOS,G2T) 140,317
I’“’ s B me i‘.- 1 mh’m' | m;w m‘.lm H.Sla
was L | e sl e s
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apernting i Hgep,
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The Bank Misr hss idome much to introdoee the Egyptian pablse
to seonrity investment, ned Covermment borrowingto finsnce mortigige
metilemznin asd eoltan perchaso sohemes im the t_h;i:r!im have also
Ml}t{d to cFoate &n anlorewl b securities, The fecadit illl}miﬁﬂh
of death duties may lead to an intreaszed demand For investisent m
easily realizable fsrm. Yet, dospite n barst of Scatation after the
imposition of the rew tanff in 190, the rumber of pew companiss
registered incrossed vary slowly alter 1905, Nt war 21 in 1987, 26
im 1908 and enly 00 1939, In the lnat few years, new capital issses
ranning info millines of pousds Were over-mmSsoribed within = abort
time of the opering of pebaceiption lists. The pestoup dessand for
goods of all kinds is 30 grest that promoefers sre actively engaged in
slarling mow ontorpeives. In 100, 12 new companies were formed 3
in the following yerr the rumber tose to 52 and it was 52 for the
first seven months of 1946, Ducing the latier year, Great Britain
exported to Bgypt LB 4 millian worth of msckinery of alf ks
a querter of which was for the textile Industry. Exvessive expamsion
on the atrangth of ephesseral increnses in deseanil, and the currens
figh cost of building and equiprrent are ransing some anxsty, espe-
elnlly with regard to the textile indurtry where the re-opuinisg of erdi-
nary trade channnls may croste some distevss to high cost produsers

(2) Tibe Capiral Streoture of Bgyptian Tndsitrial Compandes.

Dabentaires. —An tmtym of ihn mpwl.al straoture of joint sfock
companics operating in Egypt in 1409 i given in Table TV,

Tt will bs seen that the percestags of debenisres in fhe capitalis
mation of limited lability cosnpanies operating in Egypt s compa-
matively high, appeoxzimately 82 2, in 1938, It is significant to note,
Rowsver, that most existing iwees are secounted for by the Saex
Canal Company, mworfgage, land and public wtility undestskings.
In 1S, the outstanding debentisne sesnos weew distesbuted s folloes:
3 in moeigage basking. 7in land developaiant, 4in transpors, | in wates
distribation, 8 in indmtry, § in commerce and the botel busines. (1)
Wit & faw exceptions, industrial concerns have not, itherts, relied
@n pesor-churge stock for ruising lomgterm capital, In this the

|
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situation in Tgypt differs from that obtainisg in Britih indestry,
wihiesw in IP25-1946 It wis estimated that “out of & totdl capital
of 100 wnite, ordinary capital scoounted far 47, preforesen 33 und

debestaren 207

[n Todin, the cormsponding peroesnlages Weto
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8, 16 and O nespactively. {1) d= the 15,4, throughout the twmtis
there wes & decling in tank advances to ndestry accompanied by
on inorcase in the magnitede of bond-indebtodness, “An 5 vesslt
there was o complete chasge it the rolatiee Letwion thelr (the come
panies’ ) oomrent debts im the forn ol rotes snd meoounis
gagable and their figed debt in the form ol bonds and mortgages. #)

The Gnsrdlal polivies adupted by Bgyptian cogapios wore apjire-
priate in the special gircemetarem of the country, o was quite legis
timste for truageont asd other pubid wtiliey wepoaations 1o bwoe
debesturas, theriby renduricy their enpital strwetuze more complex.
They ngueaial Resopoliviae frazbis, and tleir extiicgs wore pod
Fiahld to sevnie Ounctostions, in view of the Gef that thyy wore feeed
wigh a=m irolastio and Meadily wiparding detsand in & wosstry where
the eaphl growth of the urbas popolatn and the ries & the sl Eaome
of the Bourgsoisis led o fwcrasend axpe ditute dn the s B of
hife. Some of the compiaios nparali g in these fells wete in the
forin=ate pouitin of belyg aliowis! 1o wploit sew cociessior s 2uid to
greabile over the Bdrodnetioe of pow daletitiies G ther sbvices,
el thelr movopelistio positioi was 1ot challeoged,  Thas, trasiwy
wmwujﬂ bevoedit el by the rodtriction imgnml Otk pusin: e Lrapspart
in the cities, axal were allvwed to operate pascor per suvices in the
inteit of *ardordy wurkng ™ and “ trenspott co-ondmation ™. How-
ever, light ralbeny unilartelings heva apgareathy loss their seocopolistio
bl For goodd, Rerie their inalility 1o meet debmature sitart in the
Invetwar poried, )

Bewileely, i wns plamsible for weriege banks sol Tasd companie
f0 et Belioturos Docaise thar adim oo Wty Smipdy sectitind by first
oz secoril marigage on fardl ard Boilihge. They weed deles tures
b anoutn tamiparary seremmnniintion 2 simved, &s fer o possible, st
mnhmmqmt the maturit 5 of Thoir debomture isdes with that of (heie
,ltmg topmt advirges. O the ol et b, fnw-whmrhlccmp-uwhu
outstacdlug debestures. The seest itegrrient lesuma, thogs ul*m

t‘l Canamities va Indistey wed Trodie, Pavios 1 lmmlpum llr
chamcp) 1% B, Lokamsrmay, Dpsbestrial Qagasiantion in Fada.

2T A5 Mearwos, ﬂmwhlﬂtpxb"hpcﬂshm p I8 e
weiler Ehissles IRAr L perenotage of short besm delds bo 4-“‘ ¥ B
m;..muulmw-m:owmi.m =] ;
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Bastersy Oeanpany and the Sucrerie-Raffivcerie d Egypte, were made
to finanss reorgasization snd cossolidation schesses. That of fha
Yinioole of Vinticola' served to france expansion asd to pay for rhe
soquisition of A complemeotary firm, I 1000, Misr Spinuing and
Weaving was olilged 10 lssee debentures by the wedden fall in the vl
of investosies, and the prevalsne of acute deprossion op rhe loeal
eotton isdustry. T such cincamstances, shares could only ba markated
at 5 heavy dissount, o course prechuded by Egyptisn company tegels.
Gops,

With the uxreption of the Scaidtd Natiouabs do Papier which isued
bonda befire commoncing cpecations, most bomes weso mede [o=g
aftor incorporition, and nowhere Jid tl-c.y Sxute as an mtq.'nl [rert
of the oeigiral financial plas. -In complisnce with ourmct company
resslations, bond iedeliadnesy is always balow the smout of pabd-up
capital, a fact which praveuts excessive trading or the equity ard i1a
sttesalang ovils, s all casss, fixed charges for imterest arel siv king
Sund appropriations were found to be well Bolow any conservntive
edinunty of get earmings. For example, i 190 the prior eharges of
Mixr Bgigming and Weaving fir Govoromiest loans, bank sidvavces
and debinsturs ioterest amountel to LE. 178592, while not profits
after provisios for depswcistion, amounted 1o LE. $13,000,

The sosditions of issus of Egyptisn debentures conferen 1o rhe
fasnibiar pattern. However, in the vase of the Bastom Cobspany,
the neneselature i madeading and the debestures hawn the nttrsbutes
of onlinary share, the company's TN participating bonds, of LE.
100 sach hleng eatitled to 40 per esot of pet peofita ufier an initinl
allocation to reserven(!) High derominstions prevail and iedicste
st Fobantures ware l&hen up by lange investers.  Os the sthor hasd,
when salo to the public Was contamplated, Jow desominations bsd
@ he resortad to, Thus, the flest and thind series debentures of Mist
Bpéeming and Wearirg, whiek wers isseed 10 the public, batd & nominal
value of TE. 20, while the secotul series taken up by tho Natxmal
Bank of Egypt had a pominal value of LE. 160, Radeemability is
the rale, nd i many cass peovison i« mede in the profit an Joss
socoust for a debenty f?dnpﬁm fursd, in whith case retiremort

(%) Tha sbiars of the particigatisg bnde nstarally drcroases itk el
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precosds regulerly at par or infermitteutly is the opes mearket, (1)
Bome issues are redectnable st o boaue, but [oticey bordls aroto be found,
exclusively s the mrigage Bedd, Totenet rutas for industrisldebentures
do not pxcon] [ per cont, whiile cortain boid issss, e g, those of the sugas
compeny, onry the right to a variable rate of slerest, Varintnes
in the right of intaret for sucoesive ioes by 1ho sawse compar g dne
diextp sither & chasga in its cradit worthi qs for betior or warse,
ot 2 change in the degree of case or stringeoey in the money mwarked.

Soome fedusgrial compazion have ksued bonds sorying a spedilio
wr blanket ssortgage ax an alded atiraction t6 invesors.Y) But
the uteinsk velue of soch gescantoss sbosld peé be exapvstel
aed eock case st he ewudied oo its own merite. The gusrsites
ismn:p]nﬁa In the case of didn feres of {Be Fensh and Assusn Hsilway
Compeny, which ars hackod by o first chsrge cn Qe prrcbase spnuity
payable by the Goversment, Similarly, the ascls of loxd ued urban
developmant comspasion ere carly mealizable in vormal times,
Cand o mortgage on then is evidemtly valuable 1o invetors. Bot
the position of most i=dustrial companies = radically difirect, nod »
mortgupe on Pheir sscte, whils impertieg o e wnse of SOOTIFEY,
haa 1#41F vabes bn prastioe. The'e solvemcy lf(pne{ ds op the size anid’
sheliifidy of i heir oatnings, and in the majority of casss the chamge falls
on fixel snd Bighly specific wents, whose valoe in dBesrative sees,
in the ovent of & compakery windiig-np, is negligabie. %)

10 d8 not pectviry t seouwt Bor bhe Mot that debioutures have been
yery littlo wsel by imdustria) enfFoprecenrs,. Ie s 'In'\:ulg to SsmiimEe
that the pahlic dises won favonr bonda, as thove is evides o fn how
that i the rocoss of repatriation of wmesritier, which has taken jilice
sirea 1910, mive "l"’h"“z'“m..w hotgbt sl aliores, () soud the Pepn-
sty ol s bt Intrary beodn of the (rétic Popcinr Egrprips: fa r oA,
Tho real cxplasation i thas the seouriey structuge of linited compenios.
varies s Ueboven diffirent Dol of inveatanes s sed shuws wido diver-
pmni' um '““mtﬁﬂ at Tl gt M‘h.,;r‘mﬁ . . S, - -
It is deborminod by the fatus of tha capital mstket, tha shjea of
- pr— - sz v
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the euterprise, its age, speculativence, the composition of its assets
and the vicssitudes of the tmade ovele a8 the time of ssue, In the
WRA. = Thecomplesity of ths oapita] srecturs i related b6 the average
samt gy of corporations, the complexity growing as overspge size in-

. oresses...... *  Corporstions with fusded dedd have s relatively high

Fatio of fixed capital ussals to tofal asseis "(1) The vew industries
of Groat Britaln, oil, motor ear, nviation, derive the groster part of
their investible funds [rem the sale of dhares.  Bimilarly, thy capial
structure of the older fortms of anterprise In Egypt is more somplex
Shan that of the new and untriel ones.

Applying the above eriteria fo Egyptias indestmal cumpanses, we
find thas their simsple cepits] stuctare is dae, s the majority of cases,
0 their reliance on the resouepes of provooters and the renvestesnt
of esrmimgs. Under thase ciroumstanoes, the surveyen of linance
aspired to a higher myasure of contaol than is affended by:!tlmx tnres,
Motrover, the majerity of indestrial concenes are of ralstively rocost
origin ; thus, in 1957 ous of the 2,000 firss which indicstal the date
of foundatios, 55,000 ware las than ten years old. & wss wse rab to
sndifla the capatal stractamy with fxed oharges at a time whan lhn_d:f-
icaltios of growth amd the presesce of & lerge olemant of uneessainty
wero mst fit. This is thy megs s in wiew of jho bigh maetality
rata among indestfial and commareial companies in recent years.(%)

Iz the butes stagoy of devlopmest, ledustrial compapies MaY ""'f‘_’]f
wewart to debostures a8 4 sonten of long Lexm aredit, In moet oFuntTes
it s boen the practios to stass with zothing bus ordinary shares and
with the developessnt of capitalist esferpirise, to groeeed to prefereece
ahares sod dcbentures.  With the inczeass in the domand forinvestiblo
funds, the joint stonk company form of omganization becomes the
smoat conveniort devios for spportioving risk, inecme. ard control,
arl the maltiplicity of secutitiss(®) which it nakes possible, cnables
tha isvestor to adjust his holdisgs with regard to security, speculative-

- mean and profitkbility 33 1 conferm o bis sabjsctive seale of relative

(") W. Crrasoy, Tha Puttern of Doeperate Financial Suructers, p. 18,
Bedween 2 amd 1928, 34 Anlen wak d::-a— inly LE §
teased to exisl.  Dils o poes ‘h-d'uu:nr lar neeh oarly désaien was
doe 1o abeceptien.

ﬂl'zﬂ.-gl-m i cam b i H-llllﬁ;::lu:::n;i-lﬂﬂ?in{mi‘. E. O
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valustions. Priot charge securities are the most sppropeiste device
for solliciting investors in the Jower incosne Brackels, They ajpjeal
to the investors whose aim is 1o cwombing o stalile, albelt moderate,
teftarn Wil & measomable measure of safety for the primcipal.

Nor s this all, The sesance of small deaomination debenturm
gives the mvestag class s widar rangeof ebobca. 18 pormits soine mesasre
of diversificstion of boldings and teads tn widon the oirvlo of investurs
by catering for differont attitinles to risk-bearing, Moreover, " diver-
sificatiom & o very effoctive esethod of seducing risk, o affective, indead,
thae it way well be suid to ba the foesdation of investmesd™ )  Astute
promoters asd exscutives should make debestures s niiesctive as
those of Gaversmant, which ars axempt from sl taxation, or thoes of
mortgags banks which hobd owt the chazes of & fab lotrary rewerd on
redomption. Simiarly, they may bo sdvisad to experiment withparii-
sipating bonds and bomdi convertible into mock at the nplion of the
koldar, Tho chades of sscumties must be gusdel by the sste of the
mmarket azd tho cotbon situation. In well-devoloped eapital markets,
oquity stock is Favirarnl n tiinems of good trade while durivg the * downe
tum ” and * dopresion * phases of the trade cyelo dabentures proads-
minate () Company oveowtives should make o ebodes belwees
renawablo short term Inane and funded dedd in thalight of Boctutions
in the short and loag term eates of interest.  Fleally, certain develop-
mests may favour su inorease in dobenture finanning. The growth
of the besiness of Bgyptian Sasurancs compamies asal tho establishment
of isvosdment trssta Wotld creste new degnund for fixed mtercst se-
ourithss. Some of the bonds of industring companies Ty bo declsred
trust e sevat tion eiygible fir investitent by Fost Offien Bavings Banks,
the Meghis Hashi snd the Trafe Uniops,  Moreover, the estnbilishenent
of an tdustrial fi: sfiss corperation wonld beof roat hfp its ket g

the debature of conaorss started urdor i1y ausplens,
Bue it in of the utmosk importance that the limitstjopsasd dangens
of debenture fnxsxing should be cearly grasped both by promotens

| mnd bl" the mmtmg;nblin The Iﬂmt.‘g of debieturns mum-iuly
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exazgerated in some text-booly of Egvptisn Law, whick draw a clear.
ot distinotion belwoes investmont und specalstion, or halween mfe
aiud poculative seosrities, with debentezes placod ke the forme cal agory,
Back a vigw is evronsous, as recant finencial history shows conclusively
the Fatility of the Jogul eeeeoption of 8 * skarp dividin g lire resognizing
the bondbalder 4a 2 Jesder of cagital and ths stockholder 2 5 s
pisiner in tho wterprise. " Esoromicaliy, the live of demasation
Betwees the two has become incressingly mere Blurred, especially in
poriod of Srsncisl stress. ()

For in such periods the detariorstion of eaming powes sirikea
wanubtaneisly ab alfclasseiof iz vestors, Frequmaly, the machivations
of firsctors foree holders of prioe charpe securition fo soree die nttvara
of divitheufs in otz 1 pave tho way fur a fresh start, mulilizg iha
ewsummption: of davidend paymiests all pourd.  Teo instances five the
Teoerit history of Bzyptist Cempiny Firasco may be cited 10 illedmty
this poine, On July 1, 1902 the Sovicté Anopyme des Chemita de
For de Is Basso Egypte dopoited ita beoks with the Mixed Conrlg,
with 2 viow to reaching a * Comgerossiss 7 with eredifor “"_ didariturg
Boldors.  An agroenset botwres, Eygypting Delat Light Railwsys st
debenture holdars' Tor & sszatoriu i rspect of the interest die og
Datobor 1, 1900 was talifind at a mivling of dehesture halifess W
at s thin. - Ose mnay sdd in pane thess, that protective ol @
1o dalioutaire o ldens spainet pomsibla depraiation is the valuo of movey
axe axnlly sratipded upos, nk witsms the abrugation of the geld clausg
aftor Egypt's dopaniers fiom the Gold Stapbard in 1931

Fréiom ﬂ"llﬂ MQIM tharn mdnﬂm]u tlin pX0fEAVD Betg
of debemtures in periode of sidng prces. This was amply proved by
the iizsitine oxperientod &y Lanmskire in the alenip of the warly
twmtios wihen Mostile companies wern oilvessely affctal by ibe
inorensnd tosd bunden of fioed intersst chargns.  Mesmover, the e,
tenon of & lange s of funilod dob: introdioes nn elemmt of rigility
i w comnty bke Bwpt, where the saticunl izeoma varies walvly wilh
ehargen in cotton quotatims,  Finally, the existesco of a large budy

of indnbtodnes aggravatos the downwerd spiral of deflstios, as
was apsply demaitentod ditiog the Grew Depressice , (%)

_;mh.-‘m? LV I 4 E :
g e sk e s
1N G, v Hadekese, Proopecity sid Dopessshio, 117
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Prefevence Shares :

Tablo TV rawpals the comparatively small part plazed by preforenceo
shares, or avtioms de capilal us they are called, in the Smencisl schemes
of Egyptian pramiters, In 1963, thare wore loom then 20 fesdances
of sompanies with cutmanding peefore: co share isues distrituteal =
follows : 1 in mortgage hanlkieg, 3 in lend companice, 3 in ennapet,
3in induary, 3in commwrce, 2 in hotels sril 2 miming.  Canedstive
preforgyce shares are the ruls ogteh!o indwatny, axad thero uro o few cases
of the pariidsating type, patablr thet of the sgar conspusy, wheore
shares ar o 0t 10 an knitial divilind of 5per oot and 20 un ad{lizioe sl
2 poc ce 3 altor the payese t of a stipalsted sam 1o onlirery share-
Bobdees, In many instasees the statutes provide for ralcematility
31 par or st a premisan, The sharew of rhe supar company, for
matance, ate sedosnzable 2t o premium in the evect of winding ap,
while the prefeevece capital of the Caino Water Company s redostied
by anpas drswimge. Om redespition, sharelslders ulmtlly TeCEITe

" gutions do jowissanco ¥ entitlirg them 1o & defesred shave i profits,
mreumably as compensarion for relinquishirg a proftable invetenent.

Varmoms motives have lad prometers to bswe proference shatm,
#spoaislly in fareiygn enpital markets. In the first plade, comparios

1o oxpiloit reversionary comcrsscns in transport, public utidities,
ax well 24 mining compasies exploiting wasting ssiets Joorssl to ox-
hanstion hava found 4 suitable to e redecmiable preferoses shores
with the istant of rafending the paid.op eapital durmg the tenire of
tha cormesdon or the working life of the mine.  Secoadly, redecanalibe
prefimun e shares wers fomel #0 ssoure |omg torss fusne or o sbviste
the need for ronewing sbost term loans, preferescn caplial bemg wx-
tinguished when there was no farther nesd for the furnds, or, ne in the
eaxe of ths Filature Nationale dEgyyte, converted into ordinary
shuros whes thnwl]umr-ﬂ 16 b more peevnanent ihan had boen anti-
aipsied, Thindly. as in the case of the sgsr company, prefetonce
shasm warn alloted o eeeditors witk & view o allovisting the bardes
of fiwed oharges. (s HA searganieation in 1906, the company's capital
“wuy recdwned by two thirds nud Usen ineresend by the e of prefemons
thares 4o the tuns of LB, 93,635, Tt waa then found ntomaTy 10
HiWe ow charehnldare SO PHOPILY OVOr oSisting oo s chw-;hy
Iuﬂ falders way bad hmu. *)

Mf:-mm 'hmumr::‘m“h.ﬁ ]
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Fiually, the motive behind the creation of preforonce shares was,
on oosasion, the desirs on the part of prometers bolding founders”
and deferrad shares to teade on theequity, hence the small propostion
of ordisary to tots]l capital, inchuling Jebantures in the followimg
eompanios (Table V). Nuturally, undes sueh arrangoments, the peofits
and foesss of onlinary sharebaldess are magnified. Tn suceessful
eompanies, tha slice acerming to ondinary, deferred asd fousdomn” share
bas Been eonsidurably out of propostion to their coatributions. (1)
Cooversaly, atructural changms and the worsaning of conditions of
demand bave |od 10 disappolntment in the transport asd cigsretts

As in the case of debeatures, the comparatively little use mado of
praferenice shares in Fgyptian joint steck comparly fisazes b dwe to
the fuct that industey i sill in its isfaney, and in the initis] Mage
only esterprising imvestors were sttracted by eon-sgricaltersl fields
of investmeot, Towever dasirable diversity i capital stracture
may be, the abseseo of large proferevdo iswues Bas potiie conntervailing
advastage. It obviates rgnlities amd socmmuelations of ArFeare
| . prefeoson share holders relinquinh e drol ard the chunoo
of large g in quest of illusory stabibty. Thair i, terests aro ussally
saetificad when roonguniastion schefim aTe worke? owt [ 't.l]f ]ﬁ‘l\ﬂ?_]
af sdjusting sknreboldees’ rights intar se arvoars arn wsually wipe Gut-
Thas, Tight Railwav Companies which iued ewmulstive preforeice
shares st a témn whes thay szjoved wirtual meropoly have recently
suspesded the paymast of divideeds.  Arrears due to tho pre-
formsce shatebibbers of Egyptias Delta Light Railways amousted to
LB 1158799 b 18S9 (8 The Serbitd Anonyme des Chemims
do For de la Basso-Egyyito has not paid dividendson prafeceree capital
since 1900, The preferasen sharchollars of the Soeiicé Ascmyme des
Dirogueties dn UBivpte have eocostly secepted n acaling dows of 7005

Morenwnr, undiss thay v same sort of ve'o in & protective covenant
the iiterostn of proferesce shireboblens way be tdverely affactad
snd their participation difute) by the isus of kigher vacking stook
or martgage debontures. Fizally, the ooa fliot of lsterest hotween

L

) T 1e2 thasodinary Mividesst ¢ (the Sociétd Egytisans WERriclls ameunites]
#n P 195 ahile that o spndenays thares o fhe s somiualvahie was vely 1T 31,

1l Thie cam represents fbe Efarence letwoes aforulsg a3d puid disiden’s since
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non-outmalstive  prefecescn slarcheldens and u-ilrhr}' sherebaflers
which arises whimever profits are inadegeate to provide both ‘with
dividerd, s nsually resobved in faveur of the latter, profits beirg
withiheld until thew are sufliclent to yrovide junior soockboldery with
& dividend, Neverthelow, in future prefereson shores tny be exported
10 glsy & more importasd ol i Egyptizn industial fizenee. For
0 solliait the [éwer incoima dmals of tha pablie for particgatos, greares
waristy of securities most be offered.  Sheges, having praosity as to
intarest and principal appsal to those who prefer n modeate Jegres
of vigk-bearing. Furtherinore, owir g fo the fast that the law sets &
ewilmg 1o eorporate barmewing im the form of delie tures, these
oompanios whick rxbaust thefr maximum may decide to expatisnest
with prefarerco shares,
a E- ’ m i
i Ry tuen stated peaviously, that the wemple Saancial stracturs
of Egyptiso cowpanies & dus 1o thy mﬂqlll‘lﬁ'-'rh' resest Fowth af
indnstry.  Canscions of thy Fast thit prior olivrge Bnancng presupposeg
stable earsiing pawer, peomoters have not thought it fit to berdy®
the coinpadics with fixsd charges early in their ke, We havy se®
thal sarly Wnvestors exme from the ranks of the wil-to-de ; honte
£ prevalenes of high denomenstion shanes which might seam n paradox
i panatry eharactatizod iy @ dearth of invistoes. |(Of the eonipanics
oprating it Brypl, those iated in Bagland have a lowe weminnl
sharg valus than thowe 8:ated in Franve or in the loral market.  Follow-
me the Freesh h" I!F_F!l'l\ oomrserviil codes wﬂe _[nsb, deiid.
minations i.e,, LE 4 presumally to desconznge gandbiing amd the
exturtion of mosey frecs the poor. Now the law may have served
tha parpose. uk it b forosd projnaters to ferego one of the majue
sdvantages of Corpotation fnance, pamely the molbilization of small
wavinge, Saaves of maller denomisation, o, LE. | would be mwore
appeopriste o Beyplian conditions ; for the smaller the dessaminntios,
e Barger, otder things bedng oqual, i the rasge froe which it veaion
wam b s The fset that the wast rsajoesiy of comiparies have
availerd themseives of the lower legal Jimit, and (hat many insderos
of downward revivion of denomination, ‘s eplitting.up, are on second,
are indications of the need for a revision of the legal minjnem. It
tuny bo added that fhe wxwtence of high denorsinstion shases is, in
ol iratanoes, a0 isdieation Wbt the stoci of 1 oompanies pongermed

is closely held.
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The cursant dompany ropalatsons peovide that s the event of the
iitis] papital isvoe encounterisg sm lsadequats response from the
paniic, the ventwre must be drepped and all subseriptions refunded,
Thin provisies is responsinde for the Fact that promotess enilmvour
to atart with & yery small initinl capital, and, once the compamy #
legelly constitatd, to peoneed forthwith to incresse the capital. The,
ths imitis] cagetal of the Bocidt? Vinicole ¢t Venticole de VEgyple was
culy LE, 20,000; it was raised in the Srst vear alter incorporaton
to LE 120000, Suse prewoters side-track the law by inviting saler
criptios to 2 small initial oupital while secopting all applications re-
eeived in excem of the amount ofared. 1L i usaal for promotens and
Whwir spossors to gvide the eotire mitial capits]l snd only ta juvin®
public subsenprien alter thoe congern iy Semly catatdshed. Among
the reasons for the snallnes avd Trequeney of capital imsura (Y] a0
il private plaging of sbiaves snd the absence of under-writing facilities
st yessopande Fates, proteciing The promoter agaiest the foifere of an
important eee owing to msaffisieont responss on the part of invstors
or the poldan nilvent of o erisin is ths money market. 7] Tn England,
oi the othar haad, unllerwriting (acilitios aro provided by syndicites
of flnantiers, Tnveatesnt brusts and issamsee o patien, and soat
companies opemting i= Erypt with fands raised abeosd. had acees to
the underwriting factlitiea of London, The Mar group of oompiries
hiss besens Fortamsate in that $hs Nank Mise was alwrys ready te taks up
asy ewelaoningd part of the iwne, with the infoiticn of selliog the
secerithes later oe either in the opes market or by instaln st over
the cometer. It mnet be noted, o4 this junctaee, that the intreduction
af spoidicad underwriting fueilitios i= Bgypt at poeent is impaneticable
owing %0 the sarrow extent of the warket and the lazards sttendipg
the madsrwitmg of sewly established compurdes withent past reconds.

1t in not wamatueal i a country passing in the early stages of eagiialiot
eoonuiny 1o fisd many cases of both over and usder estimation of the
initial copital vequirements of mew cowpanies. However, instances
in which ths initial capital s soon exhausted and the company is left
high and dxytﬂfnndsmmmqnml'] Errors of underestimations

Ll of the Soxkié Kathmaln b Fapier was Maomened from LI 11060
h!'ln:nn'!“.r'i’II i PRI, b 200000 ix 1006, hﬂmt:h lmm..mum'

i 1341, she Wil grodestion startel. X
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leading to frequent issnes in the early stages of pew companies, are
dae to lack of knowledgr, imadequate plannisg, unforesean difenlties
of exploration entailing [sereased prelimisary expenses or to {ortuitons
oecurrences such as the outhreak of wars and the advest of endden
c_?'nm i the leval of pries and oosts, Comversely, bapital ostissates
En‘ml too Righ in seane cases, whereupon the managresent sither made
no further calls azd reduced the somiosl walee of shares o2 refunded
part of the capital subsceibed, Tn Egypt, 2a in the US4 et unlike
the prsctioe of British promoters, there is 4 prejuldice againet the issne
of gartly paid shares despito the convenience of dividing shaves into
Bgcerwivy calls $5 meet expesses as they fall due, thereby nvoiding
fh acowmudation of idle funds, Nearly the totality of iaund capital
ks paid up at once, wod oaly in banking end insurance doesoneencountar
instamces of ssseasable shares. Thus in T4S, out of am wsued onpital
of LE. 14 million in the ixdustrial group, L.E. 15§ million was flly
.

The imitinl eapitalization schemes of 3 number of companies cortain
property shares given to promoters and vendors for consideration
othar Lhan cask. They are Froquently resorted to for sebiling the
olafns of shareholders in constituent firmrn in the eventolamalgamatson
of merger. [n such cases, there is am inkerent risk that pranolers may
write &p the valun of assets, especaally whes large swrsare elaimed
for goodwill nxd ather istanginle itetrs in periods of good trade, when
Judgement is tetmperkd with optingm. The resaltant@watering of
sisck haspers the payent of dividends and forces o sosling down
of capital values such ms ocourred in the oaseof the Bastorn Company
the Ssgir Combine asd Amocisted Cotton Ginnats of Egypt. ()




A-A L BL-GRITLY,—TUE STRUCTURY OF MODERY INDUSTRY IN Borry S0

CHAPTER II
Tk Carivas MARKEET (comid.)

It is sow groposed to comsider thres problaus connected with the
capital market, nomely the financicg of the growth of joist stock
eomianies, the marketisg of securities and the control of mvestment.

(1) The Pinancing of Grosatd,

Witk a few oxeeptions, most industrial companies do 1ot endearowr
to mabntain 2 stable rate of dividend but vary B fragm yoas 10 Foar
secording to eamings and the state of the cash resorves. The extent
of fuctuations can be seen by comparing the meagoe distributioes of
eortain compasies In the late thirties with the hbem | war disbarsements
Howwver, ancoesafin] companies retain a sizeable propartam of sammin gw
in ressevies of various designatiors pemeral maesven, special Pebezves,
oontingenoy rseevis ard dividen equalizition fusde. Tabls I gives
mome e oF the extont of phoughing back of profits, but complete
data is lacking nwing to the fast that sonse comnpanies <o ot file as=
lanes-shoets with the Ministry of Fmaree. In 1943, the matio of os-
dinney corporsté surplus o accusaulated bowses 19 capital wes 1294

Tancre [L—Invvsrrsar Comraxms: Carrrar, Ruseaves, Degraquoren
Provrrs axt Paorrs Caksien Foxwann, 1543

Iisristed | Betained

LE L% L.E. L.B.
Catton amd A 0ER, SO0 0G| 63 149 000
Bnllh:,g ool 1odB1 0008 1,007 00| 254, 20,000
L. 200,00 w3000 @19, (00
ﬂdmltduazriu ol 1,560, 0001 3,086,000 1,275, 42500

1) Accemulated domsew LE. 47,50,
(% Accwmnlatod losses LB, 653,000,
Syarve : Mespiled from the Yeor Books of Jomt Stock Companies
oparating in Fgyp.
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im tho sugar azd cotlon procesdir i indetsies, 1995 in bailding materials,
1304 i food, but minus OLOTL i the rest of industry, The last figure
in, bowever, muisleanding, owing to the existence of wide varistions
Battve sompaniss have lanpesocsmnlnted fumds while others havo latge
accustlnbod [osees, (F)

Thee disclosed rasevim of Tdustrial companies omorge == 2 resull of
the Juue of shares a1 & promism, tho revalustior of sesets, capital
gnins arising ot of the disposs] of asets or tradicg im the dompen y's
wwn seek and of cosrss out of profits withbeld from Jesribheton,
t‘m-llﬁﬁlmtmpmmlu for n fixed apgropriation to peerves, v arvag
from Bo 1075, of vet profite.  Soyse g3t utes stnpoenr the mar agenent
to disiEhute the o tire profies o en roarves meclisg & cotail por-
on-tage of capital have bees soonmealatsd.  fn tha histary of the last
dﬁ“lfjuﬁl&d sy iy Jaring the reomd war, thore have b nusnervus
sptaness of -b:!]lfﬂlr mll'lux bos- [ 4 (‘!Ml‘l[lmf l'h.'m-h@h the hesue of
botius chares, whille in acioe instances profils wern need to libarste
the u paid pars &Q‘mhwuptnl, This, i 1918 the Filature Natiorale
Egrple trebled ite capitsl by sppeoperiations fram the profits of
the flaancl gear 19T 190E In 13, the Tiodestries Blenniden
A ‘Blervandein lnabled its cupital by converiig part of Uho extrsondionry
reservos, kol pew shares wearn strdbuted pro-suta smm g sharchodd e,
Other FMpartast inslanta afe those of the Soridtd Egyptbe e da
Micoterse et de Slos, Egvptian Salt azd Soda, the Filature Nationale
wd tha [ndustries Fibres Textiks,

Ths motives beliicd the plosgbimg baok of profics and theiz subsaquest
capitalization mre hetamgencons. To spopoliie ooecomas. if is a

conventnet device for avoidisg charges of preficcering which ariso
wheever dividerd distributions baar 8 high percostage o cpatal
sl murket quotations sro desmod 100 bigh,  In intestries operating

ander State segulation, aneh raieg of capital miy opetate aminst

she iiberont of eonmmmers i the cxmpanies are allowsd 1o chasgo prices
or rates, Muw. fimed rate of Sletodt on An
in flated capial mrecture, It v sometimes resorted 1o to defraed dho
wechequer, when tho Mdtar’s sbase in peoita b as agresd percentage
aftor a atipalated initis] dividesd is paid on existing espital, But
axde trom thess los<commendable motives, the thaln reasns for

3
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withholding penfits sre (o) o france the growth of undertakings s=d
the axpansion of padistive capacity, tharoby escipirg the oost and
uheertaiotyof mew svaes, (8)to 0dd to the working capital, (o) toprovide
for stability theough the creation of dividend equolimtion fenls xod
{d) 1w writa dowm the book valse of intangtile amssets. ¥}

The poliny of pleughing baok profits has beos of paraguonit Eporiance
in finmneiog the growth of wdustey in wany couniries. In Geoad
Britain " untsl abous 1835, Srms were largely self-fizanced out of
profits “_ (¥) Muny indusities have eqpazdod i the seegth of
scoumslatel] sarnings withoat much relimios on the sale of secarities
tiha aubataniling mnqj}ﬁ'bqing bR pho;m‘lumtl growtl of the suto-
mchiile mdmuy in Genat Beitnin sod the U SAL ('J In recost Foses,
corporate savings in the former sountry have bocome the priscipal
soites OF savin ge, ol in 1504, out of 1ota] savie ga of LE. 3706 millon
undistpibuted peofils acoounted Sor LE, 1066 million. (7] Aceortmg
ws Mr. J. Bliweod Amwos, 190 of now coaporate capital foneatis in
the UAA., betwpoo 1023 apd 1820, eame from corporate savings wiish
npscanied o L0 of uet peofits. (%)

The practics of elf-finsrecing has secently come wraler hesvy &ra,
sl tho il)-Eated urdistribeted peofits tax is the TR, {1855-38)
was the eubmination of & cnmmpaion naninst #. Tt was ool veded thnt
the soverdgay of sharebolders in infrzgel i they sto finds to wve
agaie st their will.  Usdar the infuance of nuonelsry st oo suampiion
theoaies of the trade cyele, eransml spealing won sdvocated us the
remady for trade degaessians, and 1he exnphiass was yhifted from savieg
io speotling.  Morwver, spovalative holdess were opposed 1o $he grwe-

tiess, ms 1 lisr i borests wers better served by s policy of liheral dividerds
mt-'tl thy prospect of capital gaies from stock-apgascistion,.  Fuslly i
weza alliggod (hat the peincewst e b of wrringe by joiet atnek companios

Hlnlkfpt.‘lnlm-nllhmg&n»m“mbmﬂ
divelersdes peaduid e viog o pul-alun les -i.u:immh- antees, msie palt saelio.
olfen wroinpiudiel des tieervim afn da dyelopper Lo meyen f sothess . © T, Awe
Placesseia s Yahurs Mokilbee, Tgypte Cootomporsine, 106 p 473 .

mwmlm.mmp.ln

@y 1, W S, A Pissselad Hivtery of the Amorican Aatamsbile Inssry
T =0

Crane, Nalbstml Tnessre snd Ouilay, p. 185 The chkes Les |isgnctant chan
J?\Swlh- ; ravivgs fumdls of Mol sstbesoition anel suviy fot MFI'-
poean by the Hmmm A,

ﬂmmdmwmp




&3 L'EGTITE COSTREMPORAISN

leada to & maMistribation of the supply of investible funds. The
Ewin andeaf o rationa] distibution of rcoumes, .4, the masimizstion
of reburns of capital azd tha squalization of #s manginal peoductivity
betwoen different mies, would Be stultified if estrepirenours wote k= a
Position to obtain capital without being subjectod to the sepreme
tent of the markwt rato of Intarest, especially if they relnvest retainmd
profita im a decliniog industry. ' If eapital cannot be obtained at the
markit rato, then i is n sign that invostors Uhisk chat capitsl has a
Ereater productivity deswiere. (1]

It s now necessary to cxamine whether such strictures reganding
the offects nf self-ficascing on the mobility of eapital and the Sexibility
of the wonomis structuse aro germane to. Egypthn ceditioce. It
is submitted that im Egypt questions of expediorey outweigh thee
weighty thearetical pacaderations.  In view of the bigh cost of secering
cipital in an imperfeet sod doficient mazket, snd the difficuliies of
ahr‘inm‘ madinm or long Lerm cendit from the Banks, it ie idle 1o
contond that self-finaneir g withholds part of the supply of savings
frots the market * whero the Scatation of nos eecurities shoudd ancolerstp
the Sow of capifal inte those undestakings which amswer tho graatest
Bl and retard its Sow into these o torprises with lom jestifostion
for espansivs " Moreover, the majorigy of Egyptian Scdusdzial
companias are small fanily concesrs fulling -t:-tir.p!j' urgier the eoeiral
of majogity awners, nd the distribution of available profits reflects
their ssals of relative valuation. In such eireumstances, * The lngal
dastinetion et ween e semall compan ¥ and its sharebellaes is, parhops,
of minor imgoriascy for soonommic analysis, simeo the bebaviour of the
eompany is likaly to be dictsted by those wha have provided its ro-
marom.” () Tn the larger companies, It in apen 10 thew who disap-
prove of thn divided policy 1o organize a fight o I«_n.nk for alters stive
amployessot fur thesr funds. Fially, tho stipulstion as o Tesoryes
B always embodial b the memeeandum of saseciation which
prasuesbly connlted by shsrelodders.

(2} The Marketing of Securitics.

Mantion has alewidy boen mado of the practice wheeoby ayrdicates
of pramoters and thole backers, staking their funds om pew vee Lures
i the hops of Capital Appresiatior, subscribe the entire initm] capital

() B. ¥ Fowtsn, The Deprociabibes of Caplial, g. 111
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and Badd the securitis) uztil a public ieswe b made. Thus, of the
150,000 shares of the Gabbary Co., 135 250 were allottod to Mr. Baoos,
5,000 to Mz, Bslvago, while the remainder was takes up by the five
memaining signatonies of the memomndum. No pablic e was msds
on the cothpany's evption, bal lster on the L.E. 5 shares were sald
[= the Boorse for LE. 12, The original capital of the Bask Misr was
sshacribed by 125 parscas (average holding LE. 640) and, in 1922,
the capital of LK. 269,181 was diviled botwees 6,730 sharobollers
(average LE. 40). (1} An aralysis of sompanios flosted during 1943
shows 1hst tha nunmber of original subseribers mnged frem 7 to 94,
Sometimes the vriginal sslworibers retein larpe boldiege sud afer
ceeatiog an intosest b the Comapany’s paper by propoapenda, wash
purvhases and mutched sales, peocesd to unloul ot o paefit,

The ot pevvalont method of Seateticn e that of private plecisg
asd the mbe to existing sharcdolders aspocially when the statui
provide for pre-emptive rights, i which case shareholders am allowed
to subseribo 40 now ksotes im the proportion whath thedr bolidse g Lear
t0 ontstanding eapitsl, Sech & pmctioe s a sfeguind against 1he
dibetéon of sharokoddees® rightssnd ensores thees o fuir share in the
enbanon] profits if the enterpriee tarns ot 1o be suceessful.  In some
industias, shares are veer elosely hodd and tho secwritios of the wmallor
gomyuin et AP et quited on the stock exchange but are deslt in privatedy
over the conntes, 0F n Bhe enoluses (Hors Bosare) by brokets, owmg
to the limitad intanet dhll:ml in thetn. Unbisted secusiies are
naturally less Fiquid, asd their market & sarrcwor than thai- of the
liszod onos us their prices ure resordid ouly b the private Ballwtios of
stoek hirokers.

Direct Soatation b:rm al'a prospectus bas hitkerto been o com-
paratively rafs cocurtvece, exoept for the large and will eetablishad
sopipasive lvuncled uader the supic of powerful syralicates of
promoters. This is dwe to the mmalluess of the cirvle of Bvestors
and tho facs that small issti<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>