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~ Antitrust Commission?

By Xhaled Fouad Sherif
Soecaf 10 6w AMicklle Cast Thss -

DOES Egypt need an antirust commession”?
With all the stories one hears these days, the
answer is probably yet.

kind of antitrust meckanigm thar works 1o
prevent the formatian of moaopoly cartels,
which can seniously est away consumer sur-
plus. The United States, France and West
Germany all have antitrust coramissions that
monior mergers, check on the exisicace of
barners 10 entry into markets by perticular
fims and watch over market segmenation.
They constantly monitor pricing pobicies and
work through the judicial system to ensure
fair competition among firms as well as
open entry conditions 1o markets.

In Egypt today, the entry conditions into
particular market segments are controlled
via the licensing of the Investment Authori-
ty. No one can start 3 large business opens-
tion under the new invesunent law 230 with-
out the direct consent of the Investment
Autbonity.

What is particularly mieresting is that the
Inveszment Authonty is never keen o grant
an mvestment permut in any secior where &
number of privaie or public-sector firrns are
active. Its logic in this is tha: if there are
enough firms operating i a given area. addi-
tional investment would be of lictie benefit
10 the nation as a whole.

The example constantly used by the
authority's officials is stainless acel sinks
and related products. The authority ‘s relac-

tant to gram investment Gcenses to additioo-
al producers of such items becanse maay of
the currem group of manufacturers are in the
red and have substantial idle capecity.
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But an mvesior who only a short whiie
ago received a negative response when
applying far 2 beense to produce Rainless
steel products suggests a totally different
explanation. He believes that the aothority
has commitied ntself to a poiicy according
which it guarantees an initial group of
investors market share protection lo draw
thern into paricuiar projects. He believes
that once there are three or four producers
operating in a market that can meet Jocal
demand for a product, the authoriry immedi-
alely stops granting invesument licenses n
this area

Is this bad? Well, this investor seems 0
think so. Why should the Investment
Authority be creanng barmers to enatry? Is
this fair business practice? Just because two
or three investors enter a market niche
before the rest, why should it be closed off
10 others? All of these are truly interesting
questions. . g

1 wonder whether Egypt, if it bad an

»

antitrust commission, would find the Invest-
ment Authority gwilry of discouraging com-
petition or accept such governmeni-created
barriers as justifiable. Of course. | woald
have to side with those who would find the
Investment Autharity guilty.

in my opinion. both governmental and
noogoverumental bamen to market entry
are bad. Opcnmartasmndnobe:mcmt
because they operate based on whar Charles
Darwin described so well: survival of the
fittest.

By creaning bamers o enny and securing
market share for a few pubiic and private-
sector firms here and there. the government
is creating conditions that may aliow ineffi-
cient firms with obsolete technoiogy and
low-quality products 10 survive. By creating
barriers to entry into the market it 1s prevent-
ing the compenuon mechanism from wark-
mg.

If the Investnemt Authoriry s tuiy guity

of creating barmiers to entry m markets, then
it is not abiding by the golden rule of the
‘invisible hand.’ Such constraints on entry
would definitely upset Adam Smith. and any
conservative anutrust commission. for that
maner.

So. does Egypt need an antutrust commis-
sion? The answer is probably yes. but a
commussion of this kind in Egypt will find
itself not only sddressing canel probiems by
private firms but also uancosenng problems
m the logic of manv of the state insttutions
entrusted with private-sector growib and
development " -
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