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CARO — Egypx has a long !nszmy ofddeod-

g financially unpmﬁubie state-owned

snterpriscs. Ia carly 19605, bad financial

losses were always biamed on imports.

Imports, it was claimed, ste np domestic

L market share, burting the financial perfor-
mance of Jocal stare eaterprises. Howeves,’
decades later and after the recent wave of
severe protectionist policies, menupmea
are still ot faring wefl . :

.. Twenry years ago, Egyptian pubhcaecn
*mxhxxn were not ready 0 compete in fech- -
uoiogymdpncc They turned to the sate -
secking protection ﬁmman!cmlpe-
tition in fheir home market Dominant pro- =
ducers within the major industries such as -
sieel, antomobile. consumer electranics and
_others formed protectionist politicai coali-
tions with key state organizations. They peti-
tioned the executive branch, lobbied the Peo-

“ple’s Assembly and pushed for import

fome. - :

zgreemen
steel that could be imponed into Egypt .
thn these restrictions failed to stem the

Other industries have followed the same
pattern. Instead of responding to the chal-
lenge with product and process innovations,
they have struck back with complaints and
litigaton leading to trade restrictions. The
government also granted subsidies, special
tax provisions and subsidized loans and joan
guarantees 10 protect state industries threst-
ened by foreign competition.

This last phenomenon has mushroomed
since the late 1960s as global competitive..
pressures increased. To take :n cxample, in
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* Asia and Europe giving thern 26 percent |
low a foel costs than their nternational com-

%hﬂ of government benefits and |
_ Jengthens year by year.as the
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s:dxmdkmsmdlompmmnxpauﬂc tax benefits is difficult 10 measure because -
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million. By 1980 the annual cost had grown
to E£3.6 billion. Outstanding

government
loan guarantees targeted to specific ‘siato -

' indusuies now. otal over E£21 6 billion. :

to 13.9 percent of the GNP in 1988. ..

hduwmmnhvebumwmpmme-

edge have fared well in these s es.
The Misr Dairy corporation now has E£30
million in loan guarantees. Egypt's Hetwan
steelworks have more than E£250 million in
outstanding loans and foan and
they receive approximately E£20 million a
year in special @ax benefits. The ailing ship-
building industry receives more than E£200
million in subsidies cach year and has more
m&iljb'moumwmmdmgb:mnd
loan guarantees. - -
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: Pnbhcomcuk,thercfore.ﬁndnmym
mpulﬂctspemmsnnysm»
" atethe appeasance of lower pablic spending
“than is actually tiking place and to avoid ~
" acknowledging the massive ;ovmmem

' Thns.ltlnmdownmamthupnpu’
chase. Unzgovernmemxs:enoustbou
public-sector reform, its aititode toward sub- |
-sidies and Yoan gnmmeesuwellxsnx
uempuonswillhnenbcadﬂnned. :

angual state budget. Most do not require
- explicit guv:fmncm mthcnunon and appro-

™ assistance goirg t0 state industry. - £ &, 1

More important s the necessity of ceasing - -

wshelmsmefu'mxfmmcompcnnmfa
. decades at a time. The state is behaving as if -
it were sheltering its son or danghter from the
d'mgeno(xhcoumde'orid.hheu:dlhe

soa or daughter fails to develop indepen-
dence and cannot compete with others who

have more experience in dealing with the real

world. - :

bailouts and more independence for state
firms. But reform also implies that staie firms
will have to compete for survival After all,
the basic principle of economics comes from
biology's survival of the finest.
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yield cheap inputs for Egypt’s state wxtile  siyinCaim.” , = ~ =2 =i
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