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" only be carried out by independent experienced craftsmen who must succeed
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A PAPER PRESENTED BY MOHAMED HASSAB EL NABY
DIRECTOCR -GENERAL -- PROJECTS DEPARTMENT - C.P.O,

SMALL INDUSTRIES TN HGYPT

Small industries existed in Egypt since the start of the early
stages of civilization. Different shapes of ancient tools and armaments
used in prehistoric ages were the prnduction of the industry in those

ageg and undoubtedly they were smail and primitive.

Stepping irto the different stages of civilization, small industries
grew.mcre clear and diversified to face the inpreasing and varying demand
for different produots. The long flood period of the River Nile ocovered
the yglloy with water and isolated villageq from each other and put the
villaéeré Ii,n a sOrt,_éf compulsory vacancy for a pef{bd varying tetween
four and six months per year. During these months o]'.'d Fgyptians had
nothing to do 'ou..t fishing and producing some products necessary for
their life either for their own use or 'for.selling or interchanging for
other produéte or f;)od. " This strongthened very much those industries
and as a Tesult old Egyptian styles for different products and handi-
orafts e"l;i"eirg"ed and put themselves intc history as small industries and
artistic handicrafte. ' '

-~

There are of course today small industries particularly handicrafts
in both highly industrialized and in developing countries which are
survivais from a glorious past. O(ne of 'the paradcxes of modern economio
development is the active exiscence of small enterprises along: idr of

industrial giants.

Large scale and small scale industries co-exist not only in highly
advanced areas but also in regions which have only recently hegan modern
economic development with widely differing systems in the range from

free enterprise to national and co-operative systems.

Small 'Lndustrieé are likely to predominate in the artistie handi-

crafts where mass prouuction is generally not possible and the work oan
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in maintaining quality, finish and workmanship of the articles they
preduce.

There iz also an opportunity for small industries to subsist where
they serve to satisfy local and highly specific demands even where mass
production of standard goods prevail.

Moet important is the field in which production is ~hared by large
scale and small scale industries. Specific services such as instal-
lation, maintenance and repair work can be carried out by small undexr-
‘takings. There are also sectors in which large scale industry will .
erntracdt-out certain special‘ized jobs to small industries such as the
makirg of parts and the assembly and fitting up I machinery..

The cost of setting up these small undertakings is less than that
of establishing large ones,hence small industries offer interesting ”
fields for workers who could become rebundant as a result of modem
advanced technological progress.

With all these possibilities small industries will provide a pool
of jobs and combat unemployment, ‘In prOgrassiv"e developing countries.
the necessity to widely establish small but dynamic and efficient .
industries able to edapt themselves to the circumstances and"t.lood.a is
very obvious as this will give a better distribution of income and
purchasing power and a balanced spread of employment, stopping surplus
labour from drifting to the cities.

Industry must be spread over as wide an area as possible botk in
rural and in urban districts in order to prcvide as much employment as

possible for workers in their own localities.

Fieldg of existing small industries

It has not been possible to designate a universally valid definition
of esmall scale incdustry. Taker within the context of experience and
development in this country small industry should include such small
undertakings where the word "small" reflects the number of workers

ezployed, the invested capital, the floor area, the degree of mechanization,
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the turnover, tbe sige of the firms market or & ocombination of all
these faotors. C

Aocofding to the ‘shepe of small jndustries in Egypt, they oan de
divided into two main groups.

1. g_og; and ngt_gé_._gg_,_iﬂ;y_lgg_‘gy_i_gq These are found in-all towns and
‘villages. Number of workers is always limited by the family persomnel
~ and seldom exceeds five porsons. Mothods of production are almost

tz';;dintional and with very liitle modernimation. Products are sold in
the environments or supplied directly to merohants who collect ‘hemse

~ products ‘and. send thou to be sold in various parts of the oountry. Ko

managerial problems exict as the whole oonoern belongs to the family for

" itg welfare. Problems to obtain raw materials ere solved in many cases

by the merchants who colleot the finished produots or the land-owner
himpelf tries to ijind his rav matericls from the environments. Tools
for production ai‘e made by the owner or bought from the envircnments.
Examples of s_ucn_.induotries are pr'oduota from paln tree, and vegetadble
fibres, mat making, potiery, vonen-knitting dnd embroidcry, textiles
by hand looms and soud carpet and rug making.

2. Workshop industries. Theso are also found in all towns and villages
but to a lesser e tent. These industries can be divided into two main
gtoups. .
(a) Those not using power in thair production. Mumber of vorkers
oan be any figuro from 2 to 200 workers (e. oluding boys and

apprentioes).

(b) Those using mainly eleotrio power. Number of workers oan be
any figure from 2 to 100 workers (exoluding boys and
apprenticoe).

Workshop industries may belong to individual u;troprmcﬁﬁ, %o
indugtrial co-operatives or to the St-te. Their pain features are:-
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(a) There s some form of management, its degree depends on the. -
size of the enterprise, but different aspects of management
exist related to purchasing, marketing, financing, personnel
and so on, Usually these worksheps suffer from iaok of trained
hanagers who have experience in dealing with theu types of
aotivity. Workshops belonging to individual entrepreneurs are
usually small in size and their existence and expang ion depend
Bainly on the skill and ingenuity of the owners. State owned ¢
workshops are usually bigger in size and have better oppartunity
té oﬁtain managerial ctaff.

(%) There after is a lack of sufricient capital to proocure suffi-
cient stock of raw natrrials nocessary to run the f;dtory
without irterruption esvecially with the conditions of delayed
payments to tlo faccory from tha customers.

(e) e variable situ.iiun in the market for the products with no
steady dormand couplid viih a chortage of gtaff for narketing
in the factoiy, leives the foctory nearly always wath tig .
problems concerning na-ceting, /

Examples of “heee industrics are footrecr and leather goods (hand
mede), textilec made by Landloo.:s wnd mechenical loons, carpet and rug
making, rattcn products, vpholsicry filres irom palm leaves (kerina) .
carpentry and furmiturc, reai=r.oce clothing workshops, mechanical and
electrical maintenancs workechors,

for developin~ sral 1 inlustries in Bryot,

Considered develospment "or emall industries in E;ypt started in
1960 by the preparation o. & ccuprenensive plan. This plan aimed ati-
(1) Training in the wiae field of small industries so as to provide the

coainyg generatior of trained workers to have the necessary skills

to produce the required qu-lity of productica.

{2) Precting som~ new rroduction wiits squipped with the necessary
modern equipmant ‘o rrotice quality ,cods in different industi'ies
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‘and thus set'a practical standard for the products or servicos.
This would encourage other neighbouring workshops to try to reaoh
.both & high quality and a oompetitive prioe.

(3) Breoting some modern mechanized units specialized to supply small
industries with the raw materials or services they find diffioulty
in obtaining. Examples of these units are wool spinning unite
for oarpets and rugs and fibre dyeing units.

¢ (4) Eatablisbing an organ speoialized to give loans to small industries
" with very low inteltest rates and supplying this organ with the
necessary funds. ‘

(5)# Orgénizing and expanding the Industrial Co-cperation and trying tr
" 00llact’ small entrepreneurs into oo—oporatives‘.through which raw
matorials, funde for development, expansion and operation, also
marketing fecilities oan be supplied.

(6) Creating an Institute, with the help of the United Nations Special
"* Fund, specistlized in investigating, maicing surveys, studying and
assisting in all thc teohnioal, esonomical and administrative
é aspects of sma.l indurtries.

(1) h;doyt;l.ng the system of industrial n;tatos in suitable places to
act as & means for promoting small industries. To organize and
exeoute this,a special organization for small industries was
watablished in 1960 and this responsibility was given to this

‘brganiszation,
Mﬂl lgchigved from the Firgt Plan
1. Government Units

(a) 15 maintenance wnits. They are a type of oombined units to
.produce some light mechanical equipment and to do the main~
tenance services for machines and automotive equipment. They

also produce wooden furniture and printed material required

for the environments. In addition a system of apprenticecaip
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(v)

(o)

(a)

(e)

(£)

(g)

training for boys who have finished their primary education

is adopted inn each unit.

3 wool spimniag vniia. Those units are equipped with the
necessary equip.ciai to produce vhite and ooloured wollen
yarn to meot the rcquirements of the carpet and rug méking
industries. o

18 carpet and rug making units. These units produce qnpoi:
and rugs manually on hand looms in modern and/or traditional

designs. Training of Loys and girlse on this production is a

main target.

13 hand loom units. To produce special hand wooven cloths

-whioh is a tradition in the country and has its partiocular

fields of demand, f{raining of younghind-waavers is alsc
oarried out so as vo maintain the flow of new blood into
this industry.

6 modern fibre dyeing units. To dye cotton, silk and woollen
fibres for han&-weavers and carpet and rug industries. This
service was in the past .done in a very crude way due to laock
of space and equip.ent in the dyeing factories. Now adequate
equipmérlu, space requircaents and methods of operation have

been installed im thesc units.

5 Khan El Khalily units. To train young workers on these
handicrafts for the survival and expansion of these tradi-
tional artistic manual industries. Also the old"ortginal
patterns and designs are being improved .and executed manually

a1

with the help of modern hand tools.

1 bamboo and ratilan unit. To train and produce bamboo and
rattan furniture according to modern patterns to suit the

developing taste.

13 vegetable fibrec units. To use the available vegetable

fibres to produce goods cuch a& baskets and mats for the use
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in the environments. Training of young boys is ocarried out
in these units.

(1) 5 kerina wunits. To use date palm leaves which is abundant and
’ oheap to produce a good upholstery material mainly for
exportation.

l('.‘l) 3 date dehydration and fumigating plants. To open new fields
for the Egyptian dates by dehydrating and preparing it for
exportation and for local use.

(k) 13 honey making units. To train on honey making and produce
assorted types of bees for distribution between farmers for
the sake of inocreasing potentialities of honey making in the
ecountry.

(1) 5 dairy products units. To make use of the excess amount of
' milk available in villages which are far from milk markets’
by making butter and cheese by hygienio and eoonomioal

methods. | ’

} (m) 64 units for woman knitting and embroidery. To train g‘irln'.
‘ and womon on dress making, knitting,needle work and emdroidery
80 as to enable them to inorecse their family inoome.

2. Co-operatives
A dig number of industrial co-oporativea was initiated to colleot

mull mtroprenoura for this field. These co-operatives had twoc main
lhlpu:

(a) Serving co-operatives: where each member has his own workshop
and runs it for his own benefit. The oo-operative serves him
in ;prjoviding rav materials and marketing a portion of his
produots (big or small). |

(b) Collective co-operatives: where the members are oollected to
work -in one big workshop with or without their own tools. -

. llanagement emerges from them or sometimes a hired manager works

= --for the benefit of the co~ep and in this way the co-op operates

as one producing factory.
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The following table gives & list of the existing industrial co-
operatives in Egypt ra 30/6/65.

-

Kind of co--operative ﬁ;‘ Members Cap;ta}' Reszrvea
l. Purniture & carpentry 37 7,182 29,031 8,908
2. Leather tanning and foot- ‘
wear productc 1 3 181,985 13,452
3. Footwear & 1lth., goods 29 2,745 5,174 2,234 ¢
4. Mechanical weaving 4 663 53,081 24,562
5. Kaitting .2 221 6,692 @ -
6. Hand veaving - 24 3,123 12,786 4,541
7. Carpet & rus making 17 1,735 3,121 - 1,798
8, Clothing & rubber combined 1 9 885,615 -
9. Clothing 14 1,151 48,102 120
10. Chemicals & glassware 3 426 6,504. 1,087
11. Fisbing boatc 3 97 n69 -
12, Mat making 6 513 11,733 362 "
13, ‘cmor needle work 22 2,588 4,620 1,866 §
14. Printing & publi.hing 5 206 70,958 -
15, Mechanical “rades n 174 3,477 196
16. Building & ceastruction 23 4,020 106,761 . 92,438
17. Khan E) Khalili Lrades 4 559 2,290 565
18. Palm tree products 14 1,369 93,33 1,443
19. Deiry products 4 160 3,239 200
20. Honey making 2 178 224 -
21. Bread making 6 213 5,317 21
22, Rice straw baling 2 175 320 -
2}, Food for fia. mecrs' snimals 3 252 3,714 -
24, Village industrialization 8 6,586 6,400 1,613
25. Coir & rattan products 4 238. 249 .20
26. Miscelleneous 29 15,600 190,628 38,654
Totel 280 1, ,967 194,122

51,230

. " o~ —— 1 —
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3. Loans to small industries and induatria; coops

A fund of two million Egyptian pounds was provided for loans te
small industries and industrial coops for the period of the first five
year plan (1961-—65) The simple rate of interest did not exceed 3 %
annually. This fund was quickly absorbed and the Small Industries
Organization had to subscribe to letters of credit to cover the
increasing demand for finance which amounted to about an additionnl
tillion Egyptian pounds by the middle of the year 196S.

4. Technical and economical studies with agsistance providing extepnsion

aorviog 1o small indugtries and industrial coops

Speoialists in different technical, economical and administrative

.flelds were gathered to plan the services required for this sector.
Entering deeply in executing the plan the team was engaged in the
~execution and operation of the old and newly existing unite and coops.

The need for an organization specialized in studying and training for
production and supervxsory persnnnel tc provide assistance and extension
services to the sector was- clearly ev1dent, and international aid was
nought. Finally it was arranged between the UAR Government and the UN
Special Fund to build an Institute for Small Industries in Cairo, its
main aim is to provide the technlcal, economical and admimatrative
auiatance t> the whole sector of small industries and in addition to
provide the extension services requlred in the field- A team of inter~
national experts is leading the work with the national assistants whe
are supposed to take over the load later on wher -the-Institute is fully

sstablished.

5. Purchasing and marketing facilities to the sector

Twenty marketing centres were founded in the different provinces
of the UAR, Their main function is the collective purchase of raw materials

required for the sector in the province and to give assistance in marke-
ting the products either in the province or in other provinces. A
central marketing centre in Cairo co-ordinates the work between the

twenty centres. Importation of foreign raw materials and spare parts
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and exportation of goods from the sector in the different provinces is
the main function of the Cairo Central Marketing Centre.

6. Adoptiop of indusirial estates poligy

The basic motivation te set up industrial estates is to induce
industry, particularly small industries to settle and develop at a
specific location, planned and improved to that effect.

Industrial estates are one of the means of encouraging and
supporting the creation, modernization and expansion of ssall induse
tries and of assisting and servicing them through all stages of
sstablishment and operation. The policy of building industrial estates
is adopted for the first time in UAR in building one specialised

estate for leather tanning, foctwear making nd other ancillary induse

tries. This estate now is under construction in the south of Caire em
an area of about 1)0 acres. Another estate (for diversified industries)

. in Mansourah ie under study and the first steps for duilding the estate

has started recently.

PROBL I\, F.CINC ALl IN-UTRIES IN A UICKLY DVELOPING NATION

In UAR there are iriensive plani for development in all fields

-

especially industry. The standard of living of the nation is rising 4
quickly year after year. Also the quick change of the ecomcmic and

social pattern of the life from completely capitalistic to completely
soclalistic pattern has its effect on these industries, all ef which

is related to a number of problems such as:

(1) Personmel problem

The severe lack of qualified persons at sll levels affects very
muick the execution ~f the plans and lowers the efficiency of the preojects
and delays production. Trainin, systems and trade schools were not
adequate t» supply the plan with the necessary numbers of trained
persons. Large 1niustries always attract those who are going to be

trained and thos« v'.o are trained =50 that samall industries suffer frea

a lack of traine: rarsonnel .
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The older workers in 5mall industries who loave to join the larger
foctories are hurd to replace l'or the jyounger -ener:tion once they h.ve
reached : certain standard of l’tvi.ns: “1z0 try to break away from a
climate which t' ey con~ider refleuts illiteracy and poverty. They tumm
to more modern and letter raid activities which earry the prentige of
nodern techniques.

Lack of trained managerial staff to mnnage and control these indus-
triecs is also one of the miin problems. The Institute of 3mall Indus-
tries may overcome this in the futurc but the problen is existing now
«nd its is & serious problem. Tre rising standard of living plus the
quick change towards & socialistic pattern makes it necessary to change
continually the wage systems and increase the earnings of individuals.
This puts the economy of these industiries under question all the time,
and requires the continuous need .for improvement of techniques and pro-
duction with the climination of waste.:

In some zones of the country due to intensive industrializaticnm,

wages have risen very high in comparison 7ith the rest of the country
and this affec.ed the final costing of the products. Am inflow of the

products to the province from the other neightouring provinces, ~ith
‘ lower prices will affect very wuch the mariketing problem and a quick
solution must be found, =ither %y transferring this industry from
thet province or by subsidizing. The only type of small industries
that are suited to such zomes are those ancillary to big 1ndustriel

and the maintenance vorkshops.

Finally a large number of persons leave the small industries
yearly specially in the supervisory levels, very clearly to be seen in
the z2ncill=ry industries to join the big industries and this puts small

industries 2lways in on awl ward situation.

(2) av aateriale

Ppoblems of ra materials can be divided into two zain croupss




*

5 /R 14/i0/TIT/1/2

Page 12

(a) Foreign raw materials

The requirements of bi; industries always sbsorb the ma jor
poftion of foreign currency ¢vailable and lnaves but a miner
sum to small industries which may not be sufficient t»
supply the small industries with their renuirements of
foreign raw material. Also the organizations for impor-
tation are feor from the fi~ld of small industries and this
may affect the quality of the imported raw materials and its

usefulness for the industries. . .

(b) Loce] rew materials

. The main problem concerning the local raw materials is the
continuous incre se in price. Cases are ‘'ell known for an
increase from a base pr{ce of £ 2 per ton till it reached
about £ 9 per ton for one of the imbortant raw materials
used in these industries over a périod of about two and
half years. This propleﬁ seriously affects producticnh and
its costs. The interference of middlemen in raw materials
by collecting large cuéntities from their sources cornering
same and imposing higher prices on the market has a consie - i

derable effect on raising the prices.

(3) Financing S T
Nearly the three divisions of the smgll industries that is unite
belonging to the State, co-operatives :nd individual entrepreneurs

lack sufficient money for running the busines.. Causes for thi
insufficiency arei- )
(a) Continuous increase of prices of raw materials and wages

which necessitates increasing the running capital.

(b) There is nlways a delay from the side of the General Sector,

which is tie biggest consumer, to  ay for what they bought

trom the msector of small industries.
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(c) Collccted capital from industrial co-operatives always is
nominal and very smal]l to start the businsss thus Ioan.
mist come to them quickly from the Smsll Industries
Orgunization. These loana‘actually represent a part of the
necessary capital for the business and its withdrawal will
d;reétl& mean 1nltantanoou|,i£op of the runming wheel.

" Thus these loans do not riturﬁ to make a revolving fund in
the organization and new noq;§ril alwvays nesded to carry

out the new financinge.

»

(4) Marketing problems and increase of ntocka of products have
alvays harsh effects on the running aeapital.

Letters of oredit offered from the Organization tr finance
contracts to be fulfilled by the factories of the sector are issued
continuously which does solve a considerable part of the problem.

4. Producte & Marketing
Marketing products for the sector intermally or abroad is alvays
faced with many problems, suoch asi-

(a) Lack of standards for the different products suited for the
merket which makes the goods in many cases nct acceptable.
Standardigatiun is being introduced to cover as quickly as
possible a major portion of the products of these indus~
tries so that this problem is reduced from day to day.

(v) Lack of qualified and experienced persons for marketing has
the serious effeet of increasing the stock of manufactured
goode and locking up operational capital. This static
capital stands idle and could be better used to iners -3
turnover.

(¢) The increase of production from day to day due t«¢ technical
assistance and improved administration always requires
initiative and effective methods to be implemented to push

a marketing programme to dispose of the increasing produc=

tion.
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From what has been said one fact clearly emerges ig that small
industries have their part to play in modern ecomomic development.
Although they may be survivals of the past they have definite economic
functions tc perform:- meeting specific requirements and or acting
as essential auxiliaries t» large scale industry. The question of the
optimum size of an undertaking will depend on several factors, some
nrganizational and managerial ,others operative and technological, it
will thue be clear that every concept of size is a variable factor.
Some undertakings remain small because they are on their way-out,
vhile others are small because they have not yet had the time tc grow
in relation to their vitality. Similarly there are even medium aize
industries which are on the decline and others showing signs of rapid
growth. Thus the future for small industries is bright provided condi-
tione are such that they can discharge their functions efficiently.

- . e . -









