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II FINANCIAL PLANTUHG AN OPUIATIOIE OFF PJRLIV
MANUFACTUJ 140 THTULPRISEDS

1. Organiention L Stoaeturs o Public fhnufacturing ¢

; Tt aperises il bilorr Osorationnl Kolationship with
H - = e —— 1 i ot b on e andb——_
! Controlling, Luthori! o
§ -
Mic to bhe sxpnzoon of v whivii o or the wublic
gector, it woo ocosury Lo reorTanlos b onoecinlized

orgnnizntions, ek of which should direct o soovifu ol sector

. of the eonmars activitios in urder to achiovo hich aroduetivity
and to Hisht oo conbrol and saporciolon on very coonoale antd
concurniiws tho Calfiiiuoat of Lpoo ter s of Lhe comprehonsive

devcelopuent o Ian

1

Aceonrdirn, iy, thie dircetion which took nlaee 1 Tuly 1961
g L .

shiftad th: role of the smblic organizetions frorm ~n organlzer

which modint o botw oo rivat o ~nd public awmorshlp oo netbive
cconomic o iministrition of tihi jubliz gocbor. The fromoework

of ndminictratioy ~nd orernrastion W Sustitut oo 6 four contral
lovels:

1. Tho lireet sdoinistreation ~t the 1ol of th
public ontorpris ..

2. The indirect ditriatration=throwg: dircetion and
supervision - on o tho Lorcd A ndactry throw-n the epecinlized
public argrizatione.

30 Co=ordine caon b othonorol of the colomie 5.ctar by
the responsitl LI

4 Th. “o~ordizat o botwen Lifforst soctors »f the

national —cowomy 5 sh level of the supreme council of public

organizaticns.




As ~ rosult of the former specinlization in sublic

organizations, th: juilic scebor in bhy fiol! of industry
came under th lir.et pupervision of ih., lntstry of Indlustry
and Jiiocrel Yoclth shich suncrsicos the followineg publie

L

orgnni sl iong:

T Tho Tesyotl o Pablic Orgrnnis~tion for vpinning and
Weaving, supervisia, 29 comprnics ungngad in the fiald of

L

spinning, wewing, i,

2. The Duyptinn Public Orcanisation foar i.otol industrics,

supervising Y companics engred in the fiold of metnl industrics.
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3. The Bgyptian Public Organisttion for Chomical
Industrics, supervising 29 oompanies ongoyed v the ficlds
of fortilizurs, oy vy Loabor, nlagbic, ool -nd cssontial
chemicals, coke wd orevwire chemierls, rptificial gascs,

inscct powdors, oo enlonrl yoonctorinds.

4. The Tgyotine Baclae urevnes bion dor Setaooloum,
supcrvisin: 10 compa. o rorytor o bae Ll of Lrospocting
for petrolown, its rofinory, intuctricliztion, marketing,

distribution ~nd breenzoosri~toon,

5. The Sgyptian Poblic Orgoadsation for Goolosical and
Mineral Lesources, suporviciag niae eomprnl s enwied in the

ficld of minin:s wd geolosien]l rosoucin,

6. The wgyptian Public Or-anisation for nzincoring

Industrics, supervisivge 1.0 couponicg ergvredl in bhe ficld of

ships productioa (tr.ight :rs "l tankors) rilway  enrgos,

gtecamcrs wnd cabl:o e Aurable goods.

7. The Sgyptian Public Or -~nisation for Coopuorative
Production nnd Light [ndugtrics, which deraocts 20 industrial
cooperative socloties, <0 marketing controo, and 505 co=

opecrative producing socict Los,

8. The Guyptisn Publio Organisation for Construction
Matcrials, supcrvises 11 comprics engazed in the fiold of
the production of conient i its by-products and marketing

glass, crystal and clay.

9. The Sgyptian Public Orgnanisntion for Food Industrics,
supcrvises 25 companics ongnged in the ficlds of sugar, tobacco,
cigarcttes, oil, sonp, milk, canncd food ~nl Juicus and

perfumes industrios.
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5. Wvuery Leonomic unit ag to subuait the rosolutions of

its board of dirvet rs to tne orpranization's board of lirectors

concernityr tie ffollowirgs
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1. The organizatyion's burrt of directors under th: ~hair-
manship of th. r.sponsibl. anister shall [ orforn ch. fsllowing

dutias:

T=the ratification Uf th badg b oad tne wistribution
o the rofios

b = wodifieqty s 1 4n enmrtor ot recal-tions of

SUDACLT e
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i
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1.

In this table 1t is obsgo sd that the plan aimed t

increasin: the value ofF Eh
2525 million in

Aobionnl praduction from Lia T

1959 1960 to Lo %00 4. mothe T1ifth yonp
of the plan 1yrg T90H 18 v rab L A ey a of Al The
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> industry .

L olietricity ronched

1o
AN ¢

The following table shows th: listribution of tiic nlan's

investments on b VoTious b tonal Leoomice s2ctors ~nd the

share of ..ch Suetor Irow for i+~ Loca1 eourc.g ot financa,

L., a.

AR I T Pore ntae s 1 e
Seetors 'or i, (“urj‘\:r;.f:y o
Forciem Carp S Prienteo Uier o Vel the i unay (Cxelutin:

Lavontorices)

Arrricultur.

Trobustry and

doctrienty

Othor & ctors

Choyne an
.
iV

nboryoe

ot fotal

3154, 1 392, -

N
A
A

- 203.7 573,

(V)
N
&

414.1 606, 2

AN

120. - 120, -

£46.0 930. 9 169¢.9 100
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proposed budget, such as the policies of inrestment , employment,
production, nrices, mat ke ing wnd wartes, the nossibilities of

foreign and local finance, amd trade -l ropaynient asreements.

3o ALl enterprooon shoali provare trear baloet nropotals at
least =1y montie prise Lo the begioani wr o tao financial year

in order that tine wwdi: Vo owsh o=

(a) discussl . bthe pronsaals woth Lo poacl . e e nat o
allowing hine for the v arnrova! by the boar: o) dircetors
and for the prepsrat: oo of the o 5sal fane ) cadget Tor oall
the enterpr sae wwidor the suparvis. o of arezanizat oy

These projosais chodd b witni. the framsg qn of Lhe

overnaert olans, and the ¢onoral policy oF o fuction
>} h )] z i 3 t [

N

employmernt, nark ting, cxport-ti iy tavestuent widl finance.
The proposale chonld ales ve diseu sed wisn the ralstries

of Plannin-, Troasury; qoad iatlonal Leonory aad should be

changed wcoording oo the vresonrces available to the

Governnant

(b) A consnlidated bhudget or avery miinistry should b2 prepared
including the proposals 3f the subsrdinate mblic enter-~
prises 1o be rncoluded 1a the ooveriment cudeet which should
be approved by the Tatiomal Agsscmbly pricr b the beginning
of the Cinatwcial voar. This will <ore all parties concerned
adequate time to take the HACeRSAr, nuasures Jor 3;11tting all
potentialitios e execution with ths begianing of the new

year,

4. The personnel respoisible for preparing the budget proposals
should be highly qualifiad in order that they can discharge their

responsititlit Les.

5. The budret personnel should be aware of the fact that the
budget 1s prevared within the Tramewsrk of national planning
syster. Accordingly, the budget should refleet government
policis and should roly on the available regources and

potentiai.t e
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1% was dis v orof thar o sToelt : folar o 4 et oriads
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in the indtuastr ol S G f oy Lroooreatly
dovel p:f 1r v r iotiv Lo eh roor peried ¢t

Aftor s v oty o Pt voar i b was
cluar thnat 1 ept h oL H v the arndustrial
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On the o ctvar,, She (b 0 o0 ce t ity wan nelative ginee
the avorwe or ottty F o eope ety e 1 ocroaned
by a 157 durins thie inst oar o the ol 1HEC 13 ne couparad
with labor ¢r 4ottty ot it yoar Vi T Ale s the

productivity f o wat o cah el v &, s lag o o sy ficant
role in Y oerowth F L lastrrat e bt rros 0t eroaaed
by n 3.2 1t last yooar of th plogn e campare with Lk

productivity of matorial
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[n additisn t9 tie o
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) (1s it othor fow canes bthe

soanother otaadart £or the moasironont

o prfeormeee s and Ltn lleeovery

of dofacts o ol and oy, vtvaddart coe not o by ol
companies loopit o tts cunmprohoroiven gs. Phia lack o utilization
lessens ‘th: «r:ut Porofits wiiten o 2l b emined ot LF that

measur?, su~h a3 th: o

productiv . “rits oand b
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The tstal resmult, f .- ry industry car -lss b compared with
$he rosuits of taor cdustrioe fop ot

O PreVLILE ; ape

Rosprner s wore o WL s TVt et
;
i addity o o0 Lo e & v ool war ogeed as

& oot T valaat v aePEomore ity Lepe vt o tho
product e RO T I T AT SUU RN
Byotias varis re o v, b e dattrl s o ham
shown & or £ 9, . . e T O R L T
and moasuron st r oalat rr of 'n Chaet Ui o L aars
but ales - B R A T e T U fioancial

ear ant tnoroeos ety soge sl aga ¢ Tt v oo oot

i ks L, 3

aatimat

INCENTIVTS

o+

Poll wios the ratification »f the proposad budget of
Qvory rtorpriso, b budeot cstimatos bucome abrectivis op

tarsots which wust b sohiored On st e bt 2fficyoney

of the o opat L g CREprLdaot Ly Turange Uk fiancial

Jaear ar. oual ot o by b e Phe o T porroot e e oy e
ments of flos oot I T TC SR BT et hotsra
the beciney o of oy R R T U F A A R A B T A

must boe ochio oo s e s e orop Lot o of thoeso
objuctives rolats + - productiogg cmployiont, orofit, investaent

and export tary-tam.

The govornment adopts a systow of iacentives which has two

phases:

(a) porsonal iuncontives.

(b) genoral inccativos ©or the productive units.,

T See Annex ¢ on Standard  Formss "Study of Budget Proposal®




The granting »f pirasrnal or iodividual 1acontivos s basod on

govoral factirs sucn r th. porsrcl prodasttive Afimeney
of the worker, hir ity sl v tiraesr il sork for thae

company uid i v o it b b o Raear oo omuany

P

Judsos £h o L or o ffoLanon D Lt A A N e

20
P

datermin -2 the "o U rorTds o SEERSE G Doryeg s
the ntorpris oord ryisel andb/lad g

by tho roop rsicls 5on rad TTnmETat.on

e of tpe wa1r too)s of incertives which should be
considered 13 t. base annual vate 1ncreaces ‘honuses; on

increaseg 1r nroductavy?

Gereral ircentives are gracted in the f5llowins nanner. -

(l} granting the employees thelr arnual bonua or 1noreass? in

wage or only uopart of ar.

{(bv) grantin, *ne ermoioyees nar’t #f the onmparies nrofits in

n 6 ortion ¢ nmat e chieved by the ompan/ 1teelf.

(C) grantins mefai. 1or the ooTnan..

Thege sevecl 1ooortives gre o rved to all emplovees

of a cormnary on he basis ot the achieet results.  he defecte

currently ~x1atirs 17 tpe inoetivns sretem oare -

1. The recw ma. Lo pos oo o UTin ooy whethar an the nublie

-

organizatior v nul oo cemmoenie st man s t nave sufficient
knovwledse of toe materss., fimrnoia, teohai Loaret numan
potentialitics o ¢ e Ompailes Or St 0w uree s omt s be
allorate Ly the ~tave to thers CUriAanioo. Trercetfore thoge

of ficiais mes deide tre oroectives of theve companies 1n A4

way not an harmory with their capacitiaa,

LVOD gt Lo approve
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2. The inability t5 attain some or_ _all of the objectives

of a company may be due to some external factors or because
the state ~~uliin't 2l cate the necoeniars reaspurres in Jlue
time such as the 11avai o111t e tore1sa ~irriney reguired

by a company for imncrtin, some DrO LTt 10r recuirement s,

3. The compary may fail t. achieve come of the ohiectives
while at the sam time -~ realize highor stardards than those

fixed 1n the 1.,

Ir the f rmilation -t eentiver and lerertination of

awards the following point: mav be conaldered

i) These ~boectives shouid te crecifieally fiyed according

to the rescurces actually allocaten to the enterprise.

(ii) the 1ncentives ang regords hnve 1o he mereased at
certair rates comnatitle ith the pates Lf 1rcrease
over ‘the nlancer ohjactives., The revard should also
be roduccd for any leviatisn in the plan at the same

rate.

(1ii) A weisht must be eiven to each of the objectives to be
realized in ncvery compar< separately.  Thic weirht has
to be loileroiiel oo CVerst eavpany according 1o the
importance of the obgectives the peecibiiities of
achicving thes.  he uei bt of (e ridectives fhas also
to be char o0 fre tpec s 4y aeerdineg to othe stage

of develinpment 51 (e cntersarisc. For crample, at
the earlv iy ¢ 4 proccety the oticetive Af 1invest-
ment and eoploymen s will e o thelr son without great
concerr ['r the Lbiectives of productior and profits.
Ther after the leciniine of production the deight of

the 1nvestment shective will equailze or be less than

other obiectives.




(iv)

(vi)

:

(vii)

- 33 -
The comnany nas to be roeiatively rewarded on vhat was
achieved o1 its ~bicctives separately according to the

weight of ¢ach objective,

In assignane the weichtiz oo bLe waven to oblectives
achieved v the company, the (iral result o ~f operations
must not he faken 1nto conatideration beesuso profit and
loss ctatoment ey ohow ko obopro o fitc hiich may e
attributed to factors othor thae cUficioney or plan
fulfillizen! uech ae cher *he eoveornrert inerco: . the
gsales nrice of rcertal; Driacwsio, or ~ther roasons waich

are ot duc ta G of Tarts cwertod o Ao et a

.

employcc *o Ascorarnsly, tho Y1l pesuitc oarl

analyvzed to detorsine the roasons behind deviati ons,

The objectives achicved 1 +he ~urrest yeapr hove to be
comparced with the achicvornents of nrevious years.  Incen-
tives st nnat e civer for levels of achicovement helow
what was chicved b foroe overn thoush thoono lovels ny be

equal to vhat uae dotermined 1o the plol e ooven ereater.

Pointa of woilgsht roct he miver for cvers ot ccetive in

every couprur aceording 1o its natentialities il according

to what it hul 2 vead. achicved in the forner vears and
not according 1) vha' v achicved py other comnanies

working in the same field because companies differ in

their standard of ¢fficiency.
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Covernnort
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1.

Viewir

sige of dom.

e f T gear
othe oovetimert policy from the ansle of the

Stic pmvestmewds GLic were carricd out daring

the vears 104 t0 177 ue shal! ace that the 71 ue F +he
domestic invioctiiente an flaed wmoote hien vore oorried sut
reackod T, 0 om0, 1, o othe 1 4l wmannal
product {or the scar U 1w L 0 Vi A1 udd tie galae of
investments v L0, U0 L mr o U0 T S thl mationa)
product ~rid fhe o valae or arvosteoot e LTl 4o L4 ., sr oA
16.3ﬂ A the rmationnn oot o1 Yo 1

The 1iore o0 1 in S S VEL /Y ] wan aloyt
Lol 3700 =0y 00 v 10 F the v L vt a) peoduct, In
1963/13(5 the o e FRSR TR AES S U BVE Y SN . .« P
a Q.Qg of the notional e oLt wmd 1 LS 1Y the reroase
was [.70. % 1o T, S otne e Cooraduet,

Thus s Firnd thst 1y s vio ) anweatments bhoth oin
capital as@et: i o proe st arser oot bothe waount o oaf
| SPR PR S TR A T T vk T YUt oty
nationl ol oo v the eue o F povegteonts WAl
LeEo A6, 5r 00 00 The ral of 1o teert was 'l Mt 7
me or oa 17,0 an 1 .
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The following tn%let shows the valuc ~f the total
investments which was carricd sut during the vears (A/GS,
€5/66, 6€/67. Tt alsa chowes the percentase of rhese
investments to *the totsl national nroduct at current market

prices.

Cee oD eurroat Prices

Total dominti prvebe vt ’ o G s
in fixed »on

Increasc f [ topye S S ty

Tetal Ivvo o O SA VT

Ty
oy
.
.

execut-Jd 1o the arilusipial s pooralou s Lt coapa
64/6&,’ ‘{'!,,f;’{f ¥ tt s : f‘iﬂ ‘ *.}Ai'it 1 T J.ﬂ‘h""é FR ey M. 1“
the firo: yoar, oL Y0 o i the mecond yoar vl L.

QT8 m., v the thar, oAar,

L oy ,
C Miractre o f Planning Follow=-up and Zvaluation Report
?*’}fff,f?/f Sy Cairo,
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Comparing this achicvement with what is pronosed in
the government budret of 196,/1970 financial vear, we
find that the fands alloestod to tho irdustrial,
petrolcum and miicral wonlth cectors apounted to

Lofie 123,74 .

The investment volicy froo the point ~f view of
the size of i1nvestment iz coreidercd to Yo the mocst
important fac'or 1 the 1rercasc of tl rats of srowth
in the mincrdi, indusstris! and Clootries] ser*spa.  The
annual aviraye contributisn f thige cetors ta nintional
income reach &L 4. Chie crowth wernee 1o corcidercd to be
the highest in these ccotors 10 the vorld during the first

half of thc sirtics.

2. Allocation of lavestments o Eeonomic Cectorg

Bvery scetor of the national  conomy is allocated
a certain anount of wrvestmeod fupds whieh 15 basod on
the importance ~ive 10 the ccotor cnd the obyectives for
changins the straciare oF 1bho cono and providing the

people with mufficiint ~orvices,

The follovrr - talle shows the distribution »f the

total 1nvestment on, tho ccononle scctors in 1@5:/1965,

1965/196(, ThLC1 T et current marvet orices.

9 Ministry of Plonning=Calro, Wollow-up and Evaluation

Report 100€/1667
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Toctors

/¢

Agriculture ~nd irri;-itio
High dam

Industry and mineral

—

€L

Conetructinn Ce i, i,
Blectricit, 4 i1, foild
}
Total Comr wdi’ o ~ornton 7 . Ve
Total Cervice o o 1 e AL
Total 1vve *r.t 11, ixed o . o,
assets incluitne
Land . .
Total investment 1n f1:-4 i T4 T
asgets
Increase in inv o torien o £, 4,
Total Groo v 0 . i .

A e ¥ , tr H * FS G- 1
portIOﬂ ".‘f\ & FIVER RO S i ‘o 140 e ’:h’,
first five vear nia, o0 i * ol e ot Y

>

industrial “ane, eonoaially Wit

which 2arc = 3% aqoerdc @ Fup the

spit il ettt

A oy Lament,
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sounts in 15€ j;’?‘?f::é and 15601 €

of there wtivitics recaived the following

1266/ 1967

e
wie kis it

Prod 1udustry &, ~ “wrahnents 14,7 17}
spd tobooon
Finished ~lothes =2 spitning N2 1.9
and weaving lrdustri

I the five vear »tar the ety @ of sroductive
charcctor, Lo, 6 omotivitiea g0 o danmeoe fe o rote of
growth, recoywroy TS £orotd Cusit Foocroulod
irveot ents 1a the Loaantiryng LSS SuR T O Twotore.

Che coveroort Laoomot o the froal roar 16 T4gyn
incluldet o ot F 0L P TS foent ke bine
industricl, 7 o L s ) . t
the t-t o woourt LF vl Pant gt 4 " ~t e vhich
reachs i . - I T r. P ombears g rtance
given o too o rial e ot i th heoannine o f th
firet five v our i

1th o rognapd F e changes 10 inveotorioo, ve Diod that
the ircriase v Love tories ar ALY AT L, L hom,
or a 1., f . pr oty on b gt 1 owith
1.E., é0.. s, or L RN CUR A § TR T N0 BT SLUNS OV S SN S
3.8 m, v 2 101 of 2,7, an Vi on 00,




i

Tt 15 roticed that the nnsor part of these inventories
was accurmulatod by mublic ontorpriscos. The 1mcrease in the
inventorics 21 thene ot ororisc rowcioed Lo Tle0 L oroa
d.éﬁ A he totad ardumtrioac o 1ac o 1 l0 /1500 . compared
with ', . .0 -, v b0 v 00 v v b, Yoo, oy
A A o T T 0 s wnercase i b wwventorier of the
public L dustpr T copaco o Tt e e aemoals P aa the
gtoche ' tho oo s tops e clach o weeaptod 0 TR, cAT. T m,
in ?*Ti/? P S s OF « SHE Bt o8 ATt *f',.f‘ yor 50000 ad

S.2) cwer U, o0, M seou sl tior ot o1 ks poprosonts
51,70 At the tetal Loduwsrroa davore an VAC/1 60 ol repre=

genting alas » very Lot rate of accurul dion,

he foionany toidle, L anon s the trerd ree and nccumi-

latisn of nvintorie o,

Finighe | I'rotiot t- A 22.4

e

Caw Tatora s Gl ot el

Spare Part.- 347 1.7 5.1

B Y J— . v, . P . - P
rotal 1yt i favort orl - , I VAR 4
-
N L T L S AR A

Finish 1 Troady b= 5¢ . 7. 100, 3
Faw toryo S LM 1G/.2

Gpare Purte s Yoo 3aet

m ! 3 - o . : : AT
IR AR T ! P A ! F i «1,1 v s n1

Inventories

Total Irndiuctriad e ¢ I 2774

4 T . « .

i ”t [OTRE AL EEEURE i HEEER v ‘1,,; 1:_- q’.f
torie: ¢ t o H
< Income

Pl A:r e . e i = T

Vi A (SRR O A 4 LvLoane - A 1 ST 5107
torie~ ¢t R A U S SRR LR

Income

10 Tanastes ¥ AR T “olicw-up and Ivaluation leport
Vgt "
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Undoubtedl, the accumulation in stocks as is shown
in the table 1¢ ronziderc1 to be a burder ar the national
economy wth rooord ta oasgis, the pasoihilite of teing gnniled,
the possibility of ~beigrseace and 'l o deswdd oo 1ty and
the wact~ 0 the v e e e, oo e Jhntoar really
sUrpricivy 1¢ the sre ot acousnta 1o Sn b ocicoze f finiohed
products which incre-sed .o the yo pr oo, €070 by LD, 44, 1m.
until the increace reachied o0, D0 Y mLoan AT or oa

A N N . N . .
40.67 of the totai woluwe of ncowruls iy in inventorica,

3, The Lf_icioncy of Diveoto ot

Lookirwr at the anvect oot ood1ey feam the print of view of
efficienc. = 1riat *het "hers wng 2 cisnificant suecess 1n this
respect,  The aareincad e of copital b toadal inecme in the
minine ardd pocon teral seetora durine the et five o cear plan

2

reached 7.0, anil 1r the scoror of minc gy, o dlucter sod clectricity
altogether wan 2,00 Thio Tactor doer ot pefilel ans cinificant
efficiency 1n the utilivation of 1ovs suments Al ooarpared with the
former poerind of the nior and fre ~oher caten achieved 1 cogntrien
which adopt Gter of prancings.e Lo kot tht it coamnrehensive
plannings cycterr 1t 10 pos ibie Lo oo oard el acte e
Capacitics and to seeure o Pl of nroduetion o a Lovel close
to full capacity., “hig wonld lean to the sonicwment o high

efficiency 1n 1nvestiments and reducins thnat Swetar,

The ineff1 . enc, 1u the u' ilization »f irvestments in
industry, clectricity -l mining Auring the virst five ;oar plan
becones clesrer 1f e ‘ake 1rto qweosunt tpe et tht the marsinnl

1

factor of capital o total nwniennl 19Core wur much braer in the

..

Fast Duropean oy ricn, Thie et oA Yo = vt tho

Union, 1.4 in the wrmu Temocratic omuhiie, o fzechonle=-

vakia, 2.0 Tooant vyt the owresd froes 18t ;ﬂ.11

11 Dr. .. Dloman Planring for conumic nnd Tacial Tevelapment,
1)C ). Pape 47,

Mirh Arabic Studic~ Institute,
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accordinely, e can say that, with regard to the
investment policy 1n industry, the size ~f investments was
the main determirnwt f tiv incress. ir the . ate of  provth.
The allocatio:, f inve~trenis al o nl e » epot roi. in that
growth. Hocvery ™ ficicasy™ v o+ nlay 2 o i-nificant
role in achileving econorie srowtr 14 the 1vduirin]l cectors
in the U.A P Co tho conurne, the Cfficicany »f nvestments

hindered the process »f cronormie lovelopment,

B. SOURCw:; OF WINANC.

The totol of iavestments during the vears 1964/1965,
1965/196€, nd 1 6E/12(7 wns Lol WALT Mey el 440,72 mo and
L.E. 396.7 m. respectivelv. The total available aomestic
savings from beth the naiblie and private cectors recched in
these vear~ L.7. 30700 0 L0, 0000 gm0 and LuD, 340 b,

respectively,  According', the total amount of [orcign

1 v

sources of finance during the soame yaors W L. oo 74.9 May

LeE. 136.6 .y and L.0. /L[ =, respectively,

The felloving torle | shints the sources of

financing the totul anestie investments in the years 64/65,
65/66 and (/<.

12 finistry of Planning Cairo. Follow-up and evaluation
Report 19€6-1)€7.
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£ ¢ | e
Toetal Ir ’
Total dars 1 S'IV:'H.‘~ i . S

Exter-ql

financ . IR y

L]
Financir. 0 org 0 ol L
merit
Groag Tnt1oo ot S U :
Mrice.
o ‘
ve Totnl dameotic Tove ttoond 1 . 10
to D
) Tot;xl d:fr tie T avings [TANE 13,0 11,7
o LT
f" E e 1 i - * Ty -
w External Finawmeo 1o i LA \ AP |
* .
% oBxtornnl cr.u o o 1
[ve e b L




I Domestic Scurci:s +f Tino.ce:

i
—
3
-
-
—

pooveramentol ooliny eoncerning
domcentie farovicar v by faredl thot otrtio - with *le first
five weer e, o Dot p Yane o vn placcd on throe moarn

s i

rescurcce !

Te Impouingr weveral s G irdircet taxes.

2o The ¢zomnid w0 the wrzton of 2oc.al 1nsuranee
and coourttion,

3o The sotioriizrtion andl Che trarsfor of *he

cre o g DS S LY G AT N S
TANLTYRL
Theoo soureo s were wsed ir adition o the use of
inflationary methodr,

Ve il ) funwmcng et invistment in the
first five voar plov, orcas am e Sovitetn n the plan vears
amountod to FoLl TO 0 L0 ) wrth m anreid svepasm of [
21901 moon ool o bae s o e Lams t1e profu-t. Troas
domestie sovtin v o f, in ary of b ploo yomre czeced 5%
of sroce domestic sroduct.  Tnoibe ‘17 w=up report the following
obBervati o v e

“Hence, cetion should be takes 4o promote
savings ratc up 1o 290 50 Tucome b ihe ond s the second

five venr plvn.'gl
[

“C¢ocan notice also from the srovicus table that in
1964/65, 6-/66 €6/, the first throo financinl years of
the five yenr nlbar, L percentagse was only 14,00, 12,0% and

13-7;’\) respectively,

13 Minastr o0 Plodningr. tarro=Tollow—up and Tvaluation

geport off the Mirst Fave year plan (1960/%1 - 64/6%)
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oourtries ~ftaer sg v s TEET A TR Les #aod ws upo
, ** [P - § p *
d Vest erva, vt s pe s el L L% emeuntias 1o 11 gt

2T respo Yoo ly ey o

Govern .t ¢ - B !
General g bpey : Yo s
Pubtly Trorapes -

Pegervarn topr  ootpral e L Lt

BoCl1]l servi-on [ worrers

Total Non-Financi~l 3Jector 1980 .. Vil ]
|
]

Banking o Lf LR !,

Insurance 1. T "o

a ey
Postal savings r.4 G o
Saving Banks C.1 0.4 od}

Investment Tortilicates Gl 4.0 1.3

Total Banks ani Insurance 20,0 Lo e
Sector

Insurance and Pension Nry. AT S SL
Social Inzurance Cre. G S04 1.9

1/2 day monthly RENS U PET Ny

.
o
—
~

.
—

Total Social Insuranc  Sector 571 1" 1un,Lf

Government Sector RN e ¢

Others NS (LS

Total public and privat- savinen O S 0,1
Collected by putlic serter

Total Private Savir-s rlloet. q 20,1 AR 9.4
by Priv.t. 5 tap

Total do.cvie Srvings 307 g F AR

14 U7, Statistical Yerrvook: of ational Aceointo

15 tinistry of Plwnnines, Cnipo: Tollew=ly ot Tyelontion Yenort
. Va:
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b) Obtaioan 1w erxdit T etlitiag from
domestic b-nki:

2)The e S torn e o ek e dcurceiation,

reserver, wnd eoboio apo

- N S -
Te Gover AR DL oA
. ' Sy N " SR . B .
Tty I I ’ Lo L3 o ted it thed

the rew LoV b g R

Pee Tt oud ameoat b LT, 150 Me

out of hich, !, | co T T e e g nurticinatio

in the Contal o Subiie ¢ or pang o v, 08 whe ot davest-
ments. o enyeponent prale 1 thgoe recpect 15 4a Ciaanece ng g

artincr the unonid wrilom of the Tnit,] oo public citernrices.,
t ! L f
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funds Hrovide’d po onupe YPoooubilie o berrps AERE
amount t. 1, S, It SO N Lo et PN fnaneial
policy conceriin, i<l o LTy L TG hases on 4
fact thot criorpry oo Qo B IR O R I PTI T MUV SOUPCes,
iIn acctios ol thoir o 5w w4 ol o oornban
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Self-financing for the year 1369770 was bu ‘geted as follows:

Regerves wnd Provitiens

Payments 1n wlvincs

booarld

Cogt of san:

Surplus of +.+ Internal
public erterprioec

Other Tanpitl

Pestrey o

Surplus nf 3eit {innce

Lo )
LT 1.7
sourcae of PR 1.4

which 11 Lol 7.7

male avoilable *e the invregtoaent
fun -
: ST . . 1.3
IT vl o T LA
T fAarersr o2 ceea o nf Siannaan anvestaents amounted

- e ! v
tO Lo ‘e fepe s L 1 f/;, ("f b

¢

tnenta a0 0T,

r.-

3.6

T m,

or 11,':‘ of the tota] (nveatoents 1 10 5 1] '/"; wmt L, 5(
or 1","1 of the tot 0 vavegtpmte o vy 8 7107 14 wee ulso
mentioned i1 the 1963777 bioumet that + o tnt il invectrments

L. 350, o whll b Pinicel o falleows:
L7002y = of gonestie P1oancing of which
o g R - a -
«Se 1.3 L repregertn aeli-fiameing and, LLT. 2207 m,

represent domestic lo.ne ~n

rarticipati ns

L. f of “arel;m Yinawclng of which L7,
were foreigm loan:, ardd 10, 10,7 =, ware forei.m grants.
Acceopdny-ly, tre total rrelm fincnecis in the
yvear 1963 1170 peprecerts 17 07 af th tot 1 uatestrents,

Vare i fanancigs
and Yprptionioation wtaoh
larjrely orn covorrgoatol i
facilities. TDriuvat.

Yaretm

the petrolsun sector.

Crnect
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The tctal volime of inveatmentsg in the industrial,

petroleum and -ineral W tLomectors ar T 713 amoante

- T p . 5 L
o L7, 20 4 v btk Pinwoe . o0 1 DowT
r T ' § oy yyiEer . ot P [ 3
LT s oL e f Al ocurre oy oand Lo B L ol

foreign currer v ., i,e. L R crard uarrency and L. X0 4 m

credit facilitieo

Interniti~ral orgarocaricne 11! rot ~lay v siemificant
role in financiry t e rductring trvestoents ol g they
have contrib.t~d t~ *tpno finane o ~1 lave=ataents 1t ~ther
economis To ot AR R PR & S
negotiation: with *ro Dritoerrationcl oank oor eonit LiNANCIng
foreign costs tor the covero Arsingre proaccta aere sbhout 4o

be concluded, a:t rhot rhe (otoprotional ook waig about te

st

discuss the possibtilities nf nfterir, (oans tor financing

rojects of transportation, land reciw o inrn, ebte
| ' 1]

It was alao menticrel that th Internaticnal “lonetary
Mand has agre.l to grant te the A0 0 a9 loan of 1,7, 40,7 nm,
in hard currenc. in aidition to o cum of TR0 M, acremdige

to the compeng«tary financiag systor,

IT1 Comparative avantages and Disaavantages of the

Various So v of Cinan~ nye Putlic Man facturing

nterprisge :

A: Docestls Cinancing

The leeal soarces of fi.anciry sre chara terized,

especially in a plannc.s voonomy like A7, with the tollowing:

1. They partioopite in the estailish pt of prosets
according to the neet of the maticnnl esonosy cuch 2e the
establishment of heuwvr ird.strier vithe.t sivine 1ich consideps

ation to the profit maximiration geal
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2. They are not accomprnied by any ioreign politioal
interference or restrains,

1. The. are g1 48 a safe anl secire source of financing
projects concern 1 vty the apatucticr of atrategic, ceonsumption

and essential commodifion,

The Arwosrr s soarcee of financ.nes lac +re 'nllowine:

Y. The inacility ~f pro1diug ‘he rocessary technical
experiences,.

oo The dnr bt b prevs e Y vy e s oar
equipments, i tne cpare parts which cannot o preduced iocally,
especially wher forigm currenc, cannct be made available through
the local sourres sich as exportation and tourism.

}. The inavility to finance all investments included in

the national plan.

If we sty y the different types ot domestic financing,

we shall ncotice the following:

Yoo Uitk veapd te Goverpament Participation: Nespite

the fact that the prv] v aire r o *n o rany without being
obligeld tc reri, ar to puy 'nterests annu:lly, the system of
government particiption may aoem lnadepuate at the present

time for the following reuscna:

1 = The lon, reavin. meas.res whleh are  aken by the
government until 1ts share in copital is paid.

2 = Liquid money iav ot 1o available to the povernmont
to pa, its particirarions Gt ot *Y1ae when the
enterpris. 12 in .rgest ey Cop thoat oney.,

3 = The government oot 0 70 7 gy sipegt cr oall 1ts
participitinn in ‘te camital of .rterpriscs since
the nationulization laws ar{ aluo receives part
of the re lirai nrefits. Thi: sit.ation raises

geveral tuestiong such as:

e N0




(8) Is the sovsrnment srare in the ~apital of an

enterprise or-iier:i r- b oa "sapital” ot the wepd

s underotse: oo fings e oo e e plt TH A, this
PArtl ipatior wo Ll b v et prefita, 18 arefitg
are ronlioo oo id L . v iy R kf‘,”«:’(k,{

to the eatorpr =w A o o thel itk rvern went we )
receive an wnal irntorogr ol the e g remagd,
In this case * o poverr- 4 a2l o, v ‘Imim any

profita,

(B) "Mmat 18 0  fToper o vatw e e Vap i tal o of
the ortesyr o o+ Crme 1Y oW natitenall ced oand

the capitol rars atter ratiorsl: wvoan, 1. former
entitloe tre pruarrment to prefits whille the 1ottep

capital ertitlen the wevernment to Loth rrofits and

an ann.al .ntorest,

(e) Ir tue cane o rised Laterprigecs cwned by the
governmort aia fhe private sootor, the ahares nwned
*
sector®*by th - ;rivite are ontitlod to profi s while the
shares ow. 3 tv ‘Yo il aactor e ciatitled to

profite i cireaal st ooty witioat any i tterence

between the ciares in te s oo

(d) It the ontororise 2. . a0t real’ s any nrofits
or 1f 1t rool e Toasee vy wenll Lt he ibliged
to pay intorest cn the govrorriment chare in narital

while the privete srare holders get nothing”

(@) If capitel 1s antitlod 40 both profitg and
intaerest wiitle l-ane ar entitlod to intopog alene,
the cost of wereowing would o -0 1 .8a than rost
of participaticn.  Ir rthis ase .1 w4 e more
economin=l fen i untoopirige to uorrow than to

accept grverunent partioipatlion,
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(f) If interests are paid aes an advance part of the
realized prefits, then why i1s it also pail te the
go¥ernment when the®e are no prolfits or when there

are losges”

2. Mith Regard in Ycmostic Loans:

Nomestic Leans wro mere aivantageous for financing
industrial projects than th government participations because
loang are not g v o0t + povernment rod tape which encounter the
precess of tranererrin.s tiie sarbicapaticn to the enterrriso.
Alsc v 0 conn o 0 L s el Loas bttt costs ot

particip~tions, s pointed ot Y lare,

dowever after the  rnterprisc roeeives the loan, the
granting bank impoges aosystoem of supervision anl centrol on
the enterprises activitien *» onsare the roepayment of the loan
and the annusl intorests v o time . Thus, the btk becomes

a financi~l control 1n3 bt ion.

Besides, 1n Tinancing some tyres of industries such as
heavy industri.e which a1y not realize sufficicnt returns
except in *he long rurg, the percentage ~f realicel profits may
be much lese thor the annual rate »of interest which must be

paid annualls,

3. VWith Tegard te Selr=-Winance

Irnternl sources ©f finance provided from within the
enterprice are ~harcterico 4 as teing more flexitle and far
from government or b oot e neigar ¥y or a.rorvision from
outside the coupary, Yor owre ulso chapactorioe g telny
the most ccormrical soar e of domestile tivoncins, The only
disadvantawe f 3clf financing is that 1+ roiwcos toe company's

liquid funls.

R




——

-55...

B Poreign "inancing

Fereyer financing is mere advartagecus than domestic

finance fcr the Followine resaonast
ToProvia ¢ e enterrr.se a1th fonde necessarv fop
importing mews A nrot ctian i the spore nart: whi ‘Y are not

produced locally.

2. Prevites #he derprige wi'h fochnical ~Xperience.

3 Assentlin, naust des depnrel 51 Ly o 4he iported

materiala,

4. 1t compedrites Yar the chortage in feoent o ficancing

due to the 1nsitf.cien~, »7 dcreaty o 3 v

L0Wever Corelgn Ciranc it ase o sene d1isadvantagen.,
One cof 1te f1catvartaces o *hat 1t 18 aoret oo scoompanied by
political atrines =t furo,r interrerence . 1+ aloe pe riires
that instaliment - 5 0 Lo a0 nterests b Pl loin oreigm
currency. h oo v o cooummar, Cefe po anan i e lona
to make 1 raluie totaeer Ut ire stlagations wnion 2t he
paic 1n hart currer o oan . the rescurces wloch wo.ld be available

during these perind:.

The forelym source: of financing ma’ be divided inte

private and general or institutional sources.

Ihe General or Ir.t:t ticnil Soupces

These srurces resresent loans roceivedt from foreign
governmerts and interrational organization and sould be divided

into the followink *,pes:
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(a) T™e loan cr inveat~ent is received ir the form
of a certain tyre of free currency +hich the lending
oprganizat inon o pevernment voakeg wvals’ le to thn
goverrn en* ' L ooerting rrodocotiorn mer.s or cquipe
ment froo ang ~trer ooy, Uils 15 the micst
dominatir, Ve oo far oty T oare pooeiv ot e
JeA ... fro~arternational croantzatiors ~r frorelgm
countrl. oosach el T L Sttt o Svo iy Aroria,
which ~an 2o =i 1oiont Lop = ccorencles trom
their netural roso roeg without beiny abio to of farp
loans i ‘b tor of  ommodilties b caues they are
gtill «or v ULy deoly Py fope nf
inagt it tanl b s vre b apactepieed Yo dlhogrp
flexivility 2n rtlice the sovermment 50 the AN
to obtain 13 nede Prer oy cow ey Without restricw
tions. b oamegt o of trs leoan ol e usodoan nbe
tainin, the nectm o the oo obpr Trep Yoo beat sourcea
regariirygy the prioe op tho o it e <L N
Vhs IiSaTAL A s NGE M et i e fope
Bources of Tiaar o, 1o the foih o rioe whio! Ay b
pall for 1t st too comporatay o shor re os of the

period whio v te yeguire: for the repaymont of

o

the loan ant tae acer.ed int.oros

(B) The lendinge ountry nay reg.ire that the loar

be ex ende . trre v s p bake Lf puoos o equlpe

ment@from 1ta vard te foept wher rorta of Yrece
recuire o fte npe rotoaarlab i 1n 1va rapkets ™his
type ot lrans U oo
develop ot ci o tr qosept e stk Lroar w4
mear. Yhtalnic s tie o gy, facilitsow oo St
andue lelay e sepy tre Cf Tt digalvant ez L2
the irtisr b ity repapd reg tre helos  f trne bhest
JOurce Tor oanpartices the ore, ir ren oty w0t er with
regard to the tupe Of egudpment, the Tuality, or

the jrice
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(¢) The loan may take the form of supplying the
U.A.R. with completa wrojects togcther with the
necessary exper:s fop sctting up vhe projects and
operating th-w, ani fraining the no“ienyg pergonnel

for operating troo, hy o orT of lowas s consi ivred

’
-
-
-
o
-

to Lo a nirshage orp Tiapronte byooopee Frilities
since th: 4.0, dous not ronlly s Tamn gt it

purchasez a compl vto I SaINTRRS /

Zi

wol oy bake g4

»
!

price
and accrucd int.orosts during s utire »oriods of time

As agrecd upon ir the purchase coantrnct.

But whatever the fern of the loan which is received

from foreig sources, thore ghoyali bo osom control

since*over th:ir sire*they put prossure -~ the Lalunce of

payment At the time af repsyment .o Rosides, the ehepte
ness of the popried ¢ repaym nt oand the pigh pate of
intercst who b ~ay have to Loopaid 1iorcases the buprden
at the tiwe <t OpaRy nent Wil say Pape 4 sovernnent
to rceoensi o geme SEEE S A SR PRERE ot Toelade b o1y the nlan
or to postpone some ctpop PRCL T L Vi riortty
to projects whi~n reyare lers Coporm financog,
Foreign loans or crodit fecilitice which ar - ~btained
in that restricton fopm s evernied by solities)

consideratiens which oy 1irect the dypsoof wWreenent

and the scur o eBpecinlly th: Lilatipal freenents,

even thoush zho-go wreamerts aroe renched o commerclial

basis.

s
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ggivate Fbrcigg Tnvestmqgi

There nre ao privat: forcign investmont in the

industrial scctor of thi. 'LA.T. except in the sec.or of

petrnleum. Shme o0 th- Nendvanteoag ot forcign rrivate

investments ar. Lho folloving:

1. This tyne of feroign 1nvesimont is not usually

satisficd with th~ mope part.cipation in ¢3tzblishront of new

projects but it aiso Frrticipat:s in the sansgensnt and

administration of theso prejects which, “evoraingly, bocomo

types of forcigm suosidiary. s rither than nationd enterprises.

foreign* . , ; . N ,
750 The Tt objeciive of prive: cuprtal 1s always

the maximization of previts. Accordingly, privat.e canital

is mostly attrictoed to the wxploitation of notiral resources

and raw moterind industrics which could b Lxperted, Also,

light industrics w1t 1100 i culek roturne may atiract

forcign capiial to s syt nt “ne nationalizatien and

S&yptionization ot forcimm private capital inp the UWALR, and

the foar of ity pe nitronrlization heg constrained the flow

CoAh
ads s,

of private forci.m cupLtal +o the

Prom the zconmiz poiat of view, the objective of

private foroiem investoent which is profit aaxirization and

its flow towirds proy.

or utilicaution 1in the ULk L dne te som. censider. . tions of

economi~ 4 v lcomoit Jhiol would net z21low the structure of the

economy to t. aoranmatod oy q

LYt Or one preoup o commodities.
The prioritics ot imrogtment in the

e

tracwsrk of  conemic

ratienol olanning and the bal see of payment
consgid ritions f13conr 4 Frivats foreyym inveatsonts from

flowirg to th AT,
3. Mot of the pparid Alizcd by private forcign
capital is transforre ' bpacg and ap. not roinvested in the

cconomic Activit: oa - 4} S T

tioa sToboro th o country
does not bur.fi+ . : N

R MESRS o Of‘

p!‘l victo Fo ret.m









