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FOREWORD
 

This Volume contains 36 case analyses of small and
 

medium-scale Egyptian businesses in three industrial sectors:
 

engineering, food and ready-made garments. The field inter

views, upon which the foregoing written analyses are based,
 

were conducted in Egypt during April and May, 1985 as part
 

of a broader study on the private, nmall-scale sector,
 

commissioned by U.S.A.I.D./Cairo and undertaken by
 

Partnership for Productivity/International.
 



EXECUTIVE SUMMARY
 

As a special task in an on-going world wide contract with USAID, 
Partnership for Productivity/International provides this report on the
 
prospects for the improvement of the small and medium private business
 
sector in the Arab Republic of Egypt. Sponsored by USAID in Cairo, the 
objective of the study is to demonstrate appropriate improvements to
 
the support capabilities of the Federation of Egyptian Industries and
 
in other ways 
to suggest specific and action-oriented mechanisms fLr
 
service delivery to SMEs.
 

Our conclusions, borne out by 36 case studies, &re that: 

1. 	 The SME sector is considerably underserved by existing public 
and private institutions. 

2. Both public and private institutions have the will to increase 
services but not necessarily the eans. 

3. For information and services to be credible to and accepted by 
SMEs, they must originate from institutions which are credible 
and non-threatening to SMHs. 

4. 	 What is missing from this scenario is a fabric for intra- and 
inter-organizational communication. 

The study recommends a general strategy to formalize .inetwork of 
_xisting public and private institutions as a coordinating body that 
rovides services to small- and medium-size businesses and to add to 

:hei- institutional capacities or create new mechanisms as necessary to 
fill the gap in needed services to SMEs. The key services that need to 
)estrengthened within these institutions, coordinated among these 
nstitutions, and/or created are: 

i 



1. Information and communication services; 

2. Extension services; 

3. Credit and financial assistance; 

4. Policy dialogue; 

5. Techrical assistance; 

6. Vocational training; and 

7. Special economic activity. 

Each service should be pilot tested for the first 6 - 12 montlhs
 
prior to institutional and programmatic commitments 
over the proposed 
five-yea. program. At the end of five years, the coordinating body
 
should be financially independent of USAID, have assisted 60% of the
 
SMEs, have facilitated an average of 5% growth of their fixed assets 
or 
LE 46,851,000, and cost approximately $2,613,000 in US currency and 
$4,560,000 in Egyptian currency. 

This study was coordinated by the Office of Industrial Resources, 
USAID/Cairo, and conducted in the spt 'ng of 1985. It represents the
 
efforts of a 
five person team (a total of 34 person-weeks), and 
included the participation of Project Sustain in addition to PfP/I 
personnel ard consultants. To arrive at the prospects for Egypt's 
small and medium private business sector, PfP/I both reviewed existing 
studies and conducted its own field work. PfP/I conducted 36 in-depth 
case studies, interviewed a host of organizations involved with 
supporting the small business sector, and conducted a pre-feasibility 
assessment of demand for services and analysis of appropriate 
strategies to assist the SME sector. The results of this study are 
presented in three volumes: 

Volume 1 - Case Studies
 

Volume 2 -- Research Findings Analysis
 

Volume 3 -- Alternatives and Recommendations 

ii
 



CSNo. 1*
 

THE KITTAB COMPANY
 

BABCKGROD 

The Kittab Company is a food processing firm located in 
suburban Cairo which has been in production for approximately 5 
years. The company employs 110 people, 75 of whom work directly 
in the Kittab factory. Initial assets of the companv were LE 
200,00,C) a figure whic:h has now grown to approximately LE 4 
million. Current sales are approx:imately LE 500,000 per montn. 
The General Manager is Mr. Mohy Soliman who has held the post for 
the past I and 1/2 years. 

COPANNY EVOLLIP_ iON p GROWTH 

When Kittab started production in 1979, it was one of only 
two private sector companies in, the market. Consumer reception 
to their products was very good, as evidenced by an average 
annual growth in sales of over 45% in the past 5 years. Add:i
tional private sector compan ies entered the market, following on 
the success of Kitt:ab; there are now approx.imatelv 4 such com
panies in the market , 7 of wh icl[ Mr. Sol man considers to be 
"worthwhile" competitors.
 

Soliman considers the Kittab Ccimpanv to be one of the 
fastest growing in its f i el d and "verv successf ul" in terms c: 
overall growtih (sales and IproducLicin), t,: .Sk L penet rat.ion and 
product qual:Lty. Flans are curire ntly, urnderway to build a now 
.actory on the outsirts of Cairo with a capital in,vectment ,:of LE 
V.5 million. 

* This is one in a ser i. cf several small busi ness case 
studies currently being prepared on behalf of the Federation 
of Egyptian Industries and USAID. The irnf or mation cont airned 
herein is based on actual in-depth interview(s) with key 
representative(s) of an e:x ist.ing company. Names have been 
changed to protect the conf:identia iLv of sources. 
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~~1::'EYFRODLEM AREOS, 	ONDOMPANY APFRoACHES -*>'' , 

b~:6imj n ewIabor an 	 <' le 
. 

Lab~t-~Solian iew landits ~associat7 prohlms 
S80 perce'nt amanagemen t7rsponskbilIity-t Egypti a, laborers., he 'VS'says.,,,by natuL.re 'are flexbIe'>'nd reli 1jivey'n emnding '1..1 

~~ of. 	 them and SL~per 1sed- by'effecti'ye mnieet thenp~bes
itlabor are~m I4mieThtttKays competitiive n&esa:dUsLICh does nlot /ex,-eriencerbes it constn tUrn~-over. eta,.

Problems, do exi'st however, in the area, of trainng and ,he-re,,&r'~Sliansys 
 he ,chaleg is.to,ehange, the mentalty an di habits~ofr,employees since~ f.actory hygiene -is.crucial to his successfl A 
7operat ion. 

1fp22roach:. To address, his tr'aining needs., K'ietab 
I

ai fo 
series~bf trAinng*sea,Inars oire byteEeuie Servi'ce 
Corp's (ESC). IncILtded, wer6 acdI o-iSUal fi Im emphasl: 4ii ng:the
imiportance 
 of personal, hygiene'in the fact'o'ry.. Sol iman w-Rsek>tremel>*>pleased,with the training provided and 7pl ans to LUtiLi -e 4the services of ESC in -th'L +UtUire.,
 

Othrilstrategies followed with regar& to 
the maxmzt o6f~
labor 	 produ(ctivity inld -he fostering of a ~mspee~ r4~ml4 


among employees,. i.e.., 7company picnics. c611plcti'ons for weddings,' 7deaths, its 
etc. At -the saeime the rUl e which g-over,employees" responsibilities/d~lties are post'ed i~n the'~factory, 'andcfalthia~4h Soliman rarely 	,has resort to':strictiefrcmn of 
't':~hese rUles, they aire,there; for all employees to see n i 

>~effect, serve as a good instrument +,or enSutr~ing emnployee conmli,- ~ance with company rules and re~at s 'Soliman places gr-2ati~portanceon the UfflIHtFI factor, i~. li iw hismima
problems with labor and, podUCtiVity as' direc'tly -socawi th. 

7 fte itbbuieshurnan..spirit andthe 	 fni~y trteatin~g each employee 'as a member->fostering v 

22.anag~n~t:Prior to.Mr*. Sul iman's assumption of >theGeneral Manager position, >ihe post was held by the ovner'~sObrother tht,ime:, 'management was highly centralized ,with>, 
every 	piece of pper" coming across the general -maflager's,, des'11~forsigatue, effectively leaving no time o-,him to aa..,nlan 	,for the' a> f7 r6 

'ipprioach: The appointment of Mr. 'Soliman to :Lhe General '7'>'MyanagerTL>position Led, to several,,hne ntecopy's ma L!-4~ P nen t style 	an~d 'decisi' 7 on-ma~:in processet. EdLUCatedsev 	 'in EUrope~Vi t rcaIYea rs, f Ibi ese.,perience abrod,'i-sapcrn 
-\ that So Iim~an i ntr dLic ed 'a~fresh/creative aIpproac'h tom agm . 

7'L~ 	 -r--rs Sa Ies 
ech >iof hi s,.,~ri '0 (;

j.-1 3etci. 	 Fr 6dUCrt,. FactoryF, s r7ciha '>andsalmIsi was, adif'icUlt tr 'insiti'on ' Sin'ceth"A4i7 a -dutmetpro. o ver Sbl i'man 'eel s tha-t 
'27I manag2)r' >mch mrefI ci =n -	

h i,
eof>vprcia~ "thei r manlage -7

7'' 	

h I
men t - V.-esp5>nsi i~Ps' e 'and gene Etrl'l YL more4 I7-' ya7t ~"Ie. ~b->~ ;~' d4> ft ' f Ut ,,e>. 	

>>
7' " >- . --
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~op1 n ion a wi se one since ,!!formal'ande11fntradictorye+trnl .. to__ic~ - hL_>'<dct 
fol'mal 'when,- he-ieedstob isano Eswe cn e

of ~~ ~ tains. O etc.~ ~ ishdinbuisswhich L.iffamiliall relationship were involve'd. (cA i

Legal /Regul ator : 'nSa1 ma.si.itt-bs 

major on-goingL probl'ems :are-,'dire-tyrltdC h",Unpredictabi ity of the, Egy~pt ian bUSi ness : environment. Heci'tes-Lcornple,,, and 'constantl chl,(rnging, government, laws and decrees
~~eqI~en~coftradi~ctarv, nterpretations ofte1aJathmajor constraints to.'[-*Kit ab -' sL CCessfUl operation. Severalexmle ee ecibedf' Soian as indi cati ve of his :on-goini 1wplr±lems with governmentI-eg~il atbry autLhorities.L 

on yapox tk,2on -the iKittab 'vrmn officials descegdedfactory, sealed o-ffstorage it "and clIosed the" company' sareas. .When as[I-.ed why,, Soliiian-wats tol~d that they wereinvestigating 5te source of his raw materials and Until they~COtld verify ts S Urc e, the factory wasproceeded to~seize samples of, his prodccL
closed; theoffi'calsSoliman tried -toF
 reason 
with the officials, inviting them to inspect and verify'the. Company's i mport, a~ndheal th, other government dOC'Uments.When- this-failed Solima'~went immediately to the responsibleDetyMinister who,,when asl.::d by what theSoliman. is reasoni2 for this?', " was told 'Calm down let's handle ths-atrlk~famil1y. Solimnan's approach -mhpaineand. sometaggressive

eS~tedarg~ng inthereopen'in'g o&F his factory the next,,da 
-7'The second situation cen~tered a -' aro~tnd oenetcarge 

O~f UnLhcal, possibly illegel actionis by the kittab Co.Accc)rd'ihg to Soliflan, this problem' occupied 60% of his time in athree-month period -fand orced Ki ttab i nto several court cases 
FFFwhich 'dontinUe to the prese: t day.A~t one point, Eoliman wasoffered an excessiveblribe by a government official who'told
Sol i'man he: COUld " ..LJear the matter- LIP." 

- F--'-~~--d~'ttab nFeeded a Fnew. piece Of equipmfen-t fo i Ifctory.
When the responsible 'gove'rnment, agercy 'would not iSS~e an, importLicense, Soliman had a~bU_ ssC0e1CAUeLh'e~- 5buh - fnd5 ridthe p0e1
thnbFh tepeeo iftesf or 1iCCLippment from his ,colleaQUe 

-, DUE to, the' recent "trial" economic: policyand. tierereucedng mcayty- htardbof Currency, Lhe government SUSpended Oro-itbsihey'F<~a~ mporLIi censes. 1:iftab',s akppr'oach*'4'- F-~<- sbmtte anew oftype prforma invoiceseiyn 
FoFFi-~ q~alatiLieS prnduL.ts ao prOpOsL Slmn hol's will be 

a:~jpproved _by ,the, Ccom~i te fot ' Iinport..sRLionaliz ationi5 in~rimthe was In~ pb fornt~nate the 
~~ Av~h Lori es to have had S.. plus,-F 

F'of~es~hL~Ursd'tegil'' 
nvt 'n ' f ti ,r 

a 

2F, 4vbral 1,,, So Ii man 
EI i 

rnaint-Ekins Lth-t e, as 1-1 tri el" to mcArnageKttab. stridt Iy_ "by Che, booIk (e.g w r [-.s to op- i - aNat~in lhlsn Lwance., health ' CULStOMIZsin other,- -nmen~t rUL'-S'F 7SF 

SFF1'YFAF 
F 

http:prnduL.ts
http:as[I-.ed


-- --- 

-------------

an rb~ain)siI1 all things are '"Lnpredi ctabl&ithEgyptian
a'b~isiness t If~~p t ~i~hot&~ Lz~~~ 
tra l ec n mi p li y its 5 b qu r t .~e ersa l , its, li~Ie l yrip].g~ffeton Egyptian' bUSinesses~- and' its impact of+ scaring fori 

for the n ext three years-'-1 Sivsosaa 

6- oliman attempts~t o 
goenmn po y, 

eh imse.f infOrmed aboL~t Changes int.uy S~bsri biFg 't.o 
the Officiaioirl pu lihd e kly by te OfficeneWspapers, of 'the Presi dent,' reaciihg da'1 IY,etc~. He 'insists. howeverA if+b pr tesctrEgypt thrive, anthey, 
is to ,rW!1 2 2~gil ationsm~ bc .,d -us - i hbe'di------- SQLblis
th!Bt !1l1 businesses ar-e, 1.:e p em na e in S~chanho~ -----

' 

I.... The KitbCo. has nomrj
as'suc., ut-el ies on t

the-Personal~efforso
mob tsjstemota in in-formation regarding its competitors4 additionalmarketing and distribUtion' channels, ' 

CUrrently etc. Fatr.PIOUtoat full dapaci Ly -and the' national miarlket absor-bs 
is 

that kiAttab prodUCCeS' allat rather healthy pr~trealizes, however, rin Simrthat as I::1ttab grows and additional 
-''Competitors enter~the market, his mark*eting information systei~must~~~~~~e m re be ositi a, ~X'pressed a interestwillilngness to keen inSand pay for nmarket intelligence, bLit added that, it
would have to be good and reliablei frmtnuikthstatisticsion
andikinorato
 

stacsist
nd nfo mat~ npublished by the governmen 
.
 

Sol iman perceives the Federation as A pUbl~ic age~cy~adiunaareof ny ervce/information
Chamber of -that the Federation- or- theFood provides. The Only interaction that'C.has the ittL,had With the Federation revolvedF O'd's willingness around the Cliamber -ofto P'ay a mediator role betw&Een k'ittab9'erment agencies andd~ring the COLrSe of apolmimarnvesa hsworthwh iIe' and effect ive rol eLion/Chamber f or, the Federaof Food -to'pl-ay. ,In addition,if the Federation Sol iman insists thatseek,.s tr~serve- the needs' of _the~<-<*~<then private seoit LMLSt align itLself "completely"
this5 we11 known 

with the sector and maket o te public. at large.the H elcome thFedertion serving as nforint io-orh d idaoaan-i mret 'ideo 
li~nc~~ec bt isiste994Wi th regard to 'Other -te information musti nsi t~lti ons be. reliable.bu(Sfi-ess, Solimas whi ch serve the needs of smallIohl1YJ::n~wl edge is- of- Dela In'entoa 

-*BEZsiness Cenfer. Haying attended, - LCOUple of semfinlars 'IostedbyDBCfound 
t he" q~ai~ jee 

them ieffective and e;,,pensive ipn term'sd In ~gPner alI of ~he, thi'n [ s the nformat'o:)Alale frtjDTBC irms -..needs, ep ensive a nd notSUjitab Ie -foi- hisIT~c~pany'.s : - ~9--
9 

9 -
W" 

- - - 9-9--,~-9 
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Th ita o a be clI ssi~fied, asbased ~On i ts: aS 
C~S~ U1fi 

Ad
1 c irsd~t ii pe nclu i ng eff e-cti've national 

1disnr idflnd~sales,networ[k,
Ove-a;1:l r 1I-ft~~ 

and 
ihhas facilitatedfaLr 

iiprat~ -however E.t tab has bee
hich
btcle~~ wYsvrl~tend. t" conStr'inr -s a lb~ ne s s toPt~epin 1~~
we~ 
 n
~conStraints:(~: lner faces ~some~of the m'ore ser Oaccess to' credit Jtraining). 

5
 
~~ ~The company's. adopti on o oezdmngmn


~4trc~te St n " ,jtostering, 0off moredecentral "
 5 asafe, hygienic 
'oriented' an~dJ mily-nevromn
_,franagement has led to very godlbrrelation's 
and a high rate of labor,prodUCttjy
p~~iaticandDutw~rdlooking attribUtes of 
Th
 

aeappar a its 'General 'Managers evidencediby his Understanding an'praht
4..kttabIs t raining needs and his insistence that patience, is thek: ey word in dealing with? Egypt's LUnpredictabie and often
J'9igcaI legal and reg'Ulatory environment.
 

Fi nall1y,' and 'perhaps not SO much a "lesson"5 btatherr a statement of 
to be5 learned,' 

:',Manager Solit-nn "Justice 
the reality according -to GeneralAin thi's countryhtelivL-d and worf-.ed has to be bOL~ght. Iabroad for over
L'91.ca business5 environment which often 

15 years only tocoebd<-~
,personalprinciples. forces me to sacrifice myIf I refs 
 osciiem prnciples (as
~~~ absnessmantrn 5to scedi
ryingti S~cedi 
Egypt), i.i.
 

LIE :ELY 
 g-ONSTRBI 
'B~~j 

Kit a re a v a~ f.-, 'o p t 

Emt~'eatv
~uCoupled with grow ing 
lc.of onsince its bgniga 

. easy demandifor t s prodUCt- has .mad efor the comnpany to,,achieve sizea~ble i t, f air Iy
Sal'les ' and overall1 growth. i ncreases in prodUCtion,While, ~ita'~Lre approachto--'btii, - mre *".-1i i'(.I gence appears RdeqUate,<iid fr mnore specalized infratT~ wl grow 

'the 
as its Copt
17'It S C 0n1SLUier, lente e becomine iore sophisticated.
 

. 

'' 

-

4 
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CSNo. 2* 

GAMILA, INC.
 

Gamila, Inc. is a ready-made garment factory located in
 
surburban Cairo. Gamila began operations three years ago with
 
initial fixed assets of LE 100,000. Current working capital
 
assets are approximately LE 100, 000. At present, the company

employs 25 people and is runnirg at 50% capacity. Gami1a is
 
owned and managed by M.N. Maraqa.
 

COMPANY AQOUINNDGROWTH 

A relative newcomer to the Egyptian ready-made garment in
dustry, Gami1.a is currently struggling to survive. While its 
owner-manager started the company with the objective of producing 
high-quality clothes and LhuiG deriving a sense of professional 
accomplishment, the obstacles and problems the company must face 
on an on-going basis have become so serious that Maraqa is con
templating closing the business, which at this point is '-unli 
at a loss. At full product:io, Gami].a would emplcy, 50 people and 
produce approx imatel y 10,000 1.ow-qual i tv mass produc:tLion dresses 
Lner sub-contract wi. th large public Eect(::or depar tment andstoreas 

2, 000 - .3,000 hi gher qLa, i Lv dresses f or the Lc.cal Fqvpt i a, 
market. Due to the fol low.ng conrstaintL rs, however, Lhe com"panvy 
is currentlv oper-ating at half ca pacity. 

. This is one in a series of sever-al small busilness case 
studies currently belrg prepared on behalf of Lhe Fed: rntion 
of Egyptian Indus -r t and USAID. The information contai,ned 
hereilr is based on actual irn-depth inLerv:iew(s) wi th I:ev 
representati ve (s) of an ex i st i ng company. Names have been 
changed to protect the confI:ide tialilt:y of sources. 
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_Y. PEOLEM AREAS A~ND, COMFANY APFPROACHES' 

1.Labor:! On -in~probeiswt :are 
,most, Pressing con6straint 'for.',amila. sTherLvf thXrbe 

labor -the,1majo0rand 
theL., Eoptf thrhg~f~flelabor1e acco rding to Mara'qais hs'ev rehtast.'l1 o d"abo ianready-made garmenAvindL(Stry. Since the6re are -no>Vat'ipnlring co~rses'offe red'on 

'_ 

vario a sp s of the~*garment industry, i.e., design, utn. fnsig, etc.. Gamila 
must train(,Iits own emploees. Once trained, employees are -quiC 

-either
to leave to neighboring Arab COLUntriesweeslr 
are zonsiderably higher in the case-or., 
 of younge women, to0 
marry and have'~a family. XSince the Egyptian mnarkcet~ is relativelyUndemandi ngi ni terms of fashion qUal ity, Naraqa points to, the.larger problem of"mlbes' etlt - E.g. even'when':s'hoaw'n hIow. 
to do something better, emplOyee's' reaction is. that she ,is bei ngtoo .particcu'ar. Thus,,,,emnPlOyeSMUS t 'be'watched, every minute
and, according to~Maraqa, 
al~l her energy is lost in sraig 

A3png~agL: Maraqai spoke. Yery'highly of assistance that has
been, provided. by. the. Small IndUstries Program r~n b Dr. Mazharw<,K ~atEIDDC.-
 _sssace
has been in the form feinronK :isA 
management, cost/benefit analysis and technical orientation for
employees-with''cert'ain sewing machine attachments.,j'While theservices have been periodic, fr'ee 
of 3charge and very ef Fective',according to Maraqa, they 
are not suff+icient to address- the lar'ger,
problemof skif'led ILabor shortages facingteEypinea -md
garment industry. gtegpinred~ ade 

I1984, Maraqa'experimented With Paying higher salaries
~MUch as LE 5O(-/fnonth in soi'ne ~ss 5 nan effort to raise pr-od (asi,I ":Lvity and wor-kers' awareness cases)sin d~re prodLict qual ity. _~The experimentKwas' halted when Maraqa saw that apparently even money~wasn~tenough to achieve these objecivY5. 

2<Despite 
 the assi'stance liaraqa has gotten, Ganmila cont Ii eS

'to,be beset by extremely high labor IL'trnover requiring thej
company ito hire new e~-poesevr ot n in effect for-cirig2>7i
hMarc-qa to start from scratch all over again.<
 

2-it Manag2[ment: Gami1a Has'employed 4- 5 fact'ory managersN 
ineffective in terms of "~SuPervising" employees. .Maraqa 
maintains that none of thethem have hiad right'"pesoalQ.l

9V stri Ct., athori tati ve essenital inge ertsowhnliysupervi sin heun-trained Egp an sta ff. t ~en3 ~ 
N Vno E yes hav 


~ hug o tps h yt b e en tL- en to recti'fy, theproblemr, Maraqa cited in-stancean 0hrO,'6 of her indUs'try
'VVcOl~l eagues had hired an ex-Ariny officer as factory manager 

which 1wa wor[:ing. very SU.,s I'.~ Ma aq considers doinr'g'V he sam "yo haetc elk etnc n armry Nher'' i Eyti
~ o Wan t o maintain effective control ov~er e ye. 1555~~ 35 V~5V 5 'mp
 



More i mpotantly perasi an Lie6r'ty in g managementp'be ihMaraqa herself. Havn admitted. to screaming' all, 
day long .one c,ould que-stioin whether t hiiss'k nd of management
interface contributes or hinders~ a effective 'learning' 

venironmen t What .positive ,rESUlItS. can, be evmpected from 
~ aL~temloyeswh mstbe treated, according to Maraqa, ike . 

schoolchildren in ~a classroom'. 

~--.'.. 

-oti 

Raw Materas Seby-side with Gamila's aopo 5 a 4e.it -------- r raowrolmar is'n~'bn~prblems with securing good qualityra
Mater ials. - SiMpl y,pt Maraqa asks "How can a ready7made garment
producer be expected to make ,a qiali ty finished produICt when the
'governm'.ent textile/spinning/dyeing indutstry. whi'ch provides.'the~ 
raw materials is back in~ t he 1940-'s?"~ D'olts of fabric't 
commonly,have 3'or more color shades in the sa~me bolt and 
government stamps are misplaced, thus reSLtltingin a considerable 
aImounIt Of, Material wastage. SinceGamla's prodUCtion for the

p~tbic'ecto i5 only 50% of the company's butsiness4 th lado 
quaityraw materials is a sever~e cons.tra.int to "the company s 
effrtsto prod~ice higher quality dresses for area 

bd t*~ qLtes/retai 1 establ ishments. 

A22rgach: 'To obtain, raw Materials for its 1h'igoer q~tal ity
dresses, 'Gamila buys imported f abr ic f rom 'the'b Iac k mar ket i n FortSai C. According to Maraqa'4 the addionl mar-uIP'sehst 
Pay would equate to the required CUstoms duty if: imported legally

the additional benefit foir Maraqa '-no government red tape. 

~r""'> 
For Gamila's putblic. sector production, Mar-aqa bIys~the 

cheapest materials"'available andin' efect. gives back'.'to the 
gova-rnment what the go3ver'nment gives to her a low-qLial'ity ~ 
c-heap product. , '.4 ' 

j 

4. 'Leg~ajL iu~aor: "'The government 'is torturing. Us,"
states Maraqa. .In additiun 'to'material wastage/losses incurred

.4'from bad quality raw Materials, 'Maraqa views' the pr'ices' set by thegovernment for raw materials as ax tremely high. Seventy percentj 
::,oftacst of pr odu~cti on, S'"EACCO~nted forby the cost of fabricalone ascompared to 25% in the U.S.','' 

... 

. 

An additional op'erating constraint' -for Gamila lies in its , " 

suotatrelationship W~ith publc sector stores. At t he 'end 
o:a season (summer', winter) ULnsold. Merchandise''is either.;' 0returned. to Gamila or the company ssml o pi.TO conter. 

thsMaraqa' bUYS' the cheapest Materials available' for'the "''.copn,''Pblc ec pouctnand c'alculCA's sls/potei ial 
prof~~~~oan f% ass-eg. ou~t Of ever ±. Odresses md 

PLIIi"SeL~~rMaraqa iCtns"T&be 
if ro or'120C)I ofT t he .dresses which will. '1keIygoUsldi-b

returned to GamilaI . 4'' 

' 

-

Teprocess, of ~ g 'pLbl'ic, sector aP r fo'T _ns: 

whenro cingfoMar q'."Laol. t t h~he public sector) is a f Ltrce according Lowomen respon ible for ma'.ng suh ~sons. ". 



- look at what they're wearing - and it is easy to see they haveno knowledge or background in the fashion industry at all andthus hardly qualified to make judgments about consumer tastes in 
clothes." 

H_PLQ.c: Naraqa states that Gamila, like other private
sector ready-made garment producers has been fighting for
quality improvements in the industry for a long time - in termsof raw materials, labor and government interventions. Last yeara group of companies met informally a few times to discuss commoprobles and possible strategies 
to alleviate irndustry-wide
problems. The group disbanded says Maraqa, because there was 
no
regular meeting place and little time to hold such meetings. Sh,regrets, however, the dissolution of the group and recognizes

as 
extremely important the opportunitv to come together with 
other industry colleagues.
 

5. 'Mar[etsiD~istr-ibution - To market its higher ouality
dresses, Gamila employs 3 salesmen who sell 
Gamila dreseses to
 area boutiques/retail shops and are paid on a commission basis.The problem is the stiff competition from other factories in thearea who are very active and effective in selling to thesespecialized shops, thus limiting the percentage of Gamila's sales 
to these same market outlets. 

tlippgioach Maraqa agrees that establishing a retail outlet
for Gamila's production is perhaps the most logical and effectiveway to boost sales to the private sector. She sees this strategyhowever, as another big "headache" since Gamila will continueto be plagued by on-going productior problems. The companv is nccurrently exporting and while its cwner 
would like to expo-t, shestrongly be.[ieves that the companIy's fin ished product (in terms

of mater.al, finishing, etc. wculd not measure up to oreigjn

standards.
 

According to Maraqa, the Chamber of Spinning and Weavingdoes nothing for Gamila. She strongly believes that the Chamber
is well aware of the problems faced bv private sector producersbut takes no action to alleviate their problems. She recommended
that: the Chamber retain staftor 
 someone with designft ashi onexperi ence and prov i ie per i cdi c semi iiars/ t rai I no :or .LIndus Lirvpersonnel. [tlaraqa had not received the November.84 newsletLer o_:,rthe applicaticjn*. She says tha_-t she onl.v gets informtion if sie 

* IT a meeti no with representati ves of the Chamber of Spinnin.gnand Weaving the field team was told that all members are sent a copy of the Chamber ' s monthl1. y ews.1 lew Ier-. A second d:loc ument atompany i i-) iintt ieetOni wa:w r esp Cs sen t ou t tot . i member in late.98 u~*th o inq b:, t th Chamber in 1085 and 1984. 
Both 4o the ducumei bein r 
-' Ie frr 'i to in the tcus 

.nte -. eN. wi Ith re, d.i-d.-. i it i pl t+i'lut IA_-- . I F a-i , at tempt to ge't,some -f:eedback [i' =,mb)er's 
effecLj ,v,.ene. o.f the l iTII 

on. thei Chai+: ou+L:i +E,:trec caao,,l. t v , t:he 
1u, .n t:lein.gi di sseminated, e,_t:. 

http:Spinnin.gn
http:November.84
http:mater.al
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personally gbes to the Chamber and ask~.s forit. Though'Maraqaobtains some indutstry information thr ough peridctae''t

~foreign exhibitions, 
she see-, a cl1ear need .+or reliable'' 

V ifomation on 1) new technologies; and 2) U~pcomi.ng fairs and

Ninter'national exhibitions. She stressed, however, the miost 

> c,riticarl need and desire for a training center- for -he --a--- d 

LESSONS LEARNED 


In its current stage of development, the Gamila Compariy is
performing very poorly. 
 Its major produ(ction inpu~ts - labor and raw materials  constitute on-going production constraints to a
point~ where the company's owner is seriously considering closing
the, business'. It appears that Maraqa does not to give'upbut she wonders how to S~rvive 
want 

in~an industry where middle andUpper Iincome consutmers are demandi'ng 'higher levels of
sophistication in 
terms of produtct quality, but for her, as aproducer, the requisite inputs and industry support are notreadily disposal.at d~ The strategy of-obtaining imported
fabric throCgh illegal channels is construted by the company'sowner- as an act'~of defiance against a government which doesnothing but hinder the company's attempts1 to produce good qutality
finished produtcts.
 

Maraqa cites the Egyptian 'government's recent attempts topromote exports of, ready-made garments as a case in point. "Look*at the materials that 
are supplied in thedomestic market and
combine that with shortages of ski.-lled labor/non-existence of anytraining center for the indutstr,'then tell me how can we produce
quality clothes, that could be ,~ inohrcountries? Untilbeii-rketdiohe
substantive steps are taken to tiel p:- alleviate: i ndut-y-wi de........2

constraints. it's empty talk", concludes Maraqa. 

~%LU:ELY FUTURE CONSTRA~I NTS 

While onu of'Gamil~as strongest..attributes is its owner
m'fanager'who is. quite *devoted to produtcing qUa±'ity produtts in a

i1constantly .clanging fashionindutstry, its owiner manager may alsobe, a major constraint -, for 'Maraqa appears characteristic of' many 
o ther private sector- produ(cers who,, when faced with on-,going
probliims.- partiCkJ~arlY in the area of 'labor produCti'VIty - spendendlessIholUrs '"screaming" at employees which in the end becomes'vcoutnter-prjoduCtive;, employees, are responsivenot and the vicious~~cycl1e 'cont'i nues. ,Unless some forms of assistance on an 'indLustrv

.2' de asi Sc, ar'ent cm ing - inluILding manag ement trri ni nQfoklscae nrepreneuirs "- -the G.m 1 opa-y OUld' seem a
 
Jlike y4'c andi'd.-teo closin ' its doors.
 

. 

k
 

. 

http:U~pcomi.ng


CSNo. 3* 

THE SAFARI COMPANY
 

BAiCKGR OUND 

Safari is a ready-made .arment company which currently
 
operates two factories, one in downtown Cairo which employs 37
 
people and one in surburban Cairo with 62 employees. The company
 
started operations in 1958 with initial fixed assets of LE 1,0)0.
 
Its primary products are men's shirts and safari suits. The
 
company is jointly owned and managed by Mr. A. Hanafi and his
 
partner, A.E. Shabrawi.
 

COI1AQy EyOLU!ION PIND GROW1H 

Safari experienced little growth during the 1960's but since
 
the initiation of the Open Door Policy, the company has
 
substantially increased its overall 
sales and volume of
 
production to the point where 
a new 5,400 square meter factory is
 
scheduled to begin operations within 6 months to I year in Sixth 
of October City. Current production in the downtown factory is 
200 shirts per day and 300 pieces (shirts and safari suits) per 
day in the surburban factory. Pl.anned production for the new
 
factory is 2,000 pieces per day and will include a
 
diversification of product lines into children and women's wear.
 
Fixed assets of Safari currently stand at LE 250,UU0.
 

* This is one in a series of several small business case 
studies currently beino prepared on behalf of the Federotion 
of Egyptian inclustren and USAID. The information contained 
herein is based on actual in-depth interv:iew(s) with key 
representat:ive(s) of an existing company. Names have been 
changed to protect the confidentiality of sources. 



KEY PROBLEM AREAS AND COMPANY APPROACHES 

1. Raw Materials: In Hanafi's judgment, the quality of ra 
materials in the local market is very poor, particularly with 
rogard to color/finishing. He points to the old technologies/ 
equipment being used by the large public sector spinning/weavinc 
dyeing factories and concludes that these companies are simply r 
equipped to meet the needs of a modern clothing industry. 
Similar deficiencies and lack oF local quality occurs for 
accessories - buttons, linings, threads, zippers, etc. 

ApEroach: With regard to fabric defiencies, Safari must cL 
away defective parts - i.e., mismatched colors - and passes thes 
losses onto the consumer. 

To address the accessories problem, the company has
 
experimented with a "drawback" arrangement with some foreign 
companies. Under this type of arrangement, foreign companies 
provide Safari with all necessary fabric and accessories, and s 
them to Safari which makes the finished product. Upon 
completion, Finished goods are sent back to the foreign company. 
Though Hanafi sees this as one way to overcome his raw material
 
problems - there are also disadvantages. A customs bond is 
required for all impurted goods and is held until reexported as 
finished product. Thus, not only is the company's money tied up 
- on average for several months - but there are lengthy and 
complicated import/export procedures to go through which Hanafi 
identifies as a major "headache.'' 

2. Labor: Safari experiences major problems with labor 
turnover - as much as 60% on an annual basis. Hanafi points to 
what he considers as a characteristic industry-wide pattern: He 
trains his employees on the factory's modern equipment and once 
trained, employees are quick -o leave - either to neighboring Ar 
countries or in the case of younger women, for- marriage and a 
family. In addition, both Hanafi and Shabrawi cite major de
ficiencies in Egyptlan labor laws - "an employee can leave us a 
any time but we cannot fire him when we want to." Or, they 
(employees) have al the rights but no responsibilities." 

AiQroac: To trv and keep its skilled labor, Safari pays
competitive wages and offers substantial fringe benefits (medica 
vacations, company collections, etc) to emplcvees. For the new 
factory in Sixth of October, the company is offering living 
accommodations as an .dditi.onal incentive - but cauti oned Hanaf i 
he is not sure that even thi.s w:ill allevi,ate his labcr prob]1ems 
in any significant way. In general, Safari owners beliee that 
the deficiency in vcc ,i onal training is one of the major- causes 
of .aLor shortages in the industr,. Whiie there are 4-5 schlooJ.s 
which offer some vocaticnal training in the textile industry, 
there are nonre whi ch train I laborers In the read,-made garme nt 
industry. . Fcinting to the textile industry-related traning i:hat 
has been 1:roiv. ded to .late and parti a i.1v. fin -riced bv UJ, AID, I-anl: 
concludes that such eff- or- I:hiave not been succesfu btecaE~e 
they have been channtiled Lhrough the public sector. 

0/
 



Finally, Hanafi cites the "low-image" status often
 
associated with the ready-made garment industry as 
an inherent
 
part of 
the skilled labor shortage problem. "I can pay my workers
 
three times as much as they could ever make in the public sector.
 
but if that same employee is offered a government desk job 
- a
 
perceived "higher status" position 
- he'll take it in a minute.
 
We (as an industryO must begin to change our 
image and that is
 
facilitated through education and training."
 

3. Cred:it: Hanafi maintains that he has never used the

Egyptian banking system for obtaining lines of credit. He cites
 
the current high interest rates 
- 16-18% - as extremely

discriminatory towards small 
businesses and which in effect,
 
disencourage business expansion.
 

Aproach: To finance the company's new plant, Hanafi is
 
taking a step-by-step approach, using his own 
personal money and
 
excess liquidity from Safari.
 

4 eal/Re-ulato-/.Ta;es" There is no difference between

commercial and iQdStrial tax rates according to Hanafi and this
 
discourages manufacturing activity since the turnover 
(in

sales/inventories) is approximately 3 times greater 
for a retail
 
establishment than for a larger manufacturing operation.
 

A2rpac h: To compensate in some way for the inequities in
the tax system, Sahara's new factory will be located in 
Sixth of
 
October City whiclh will result 
in a 5-year tax holiday for the
 
compan y.
 

5.MrketsDistributcn.. - Safari runs a retail operat-ion
out of its downtown facility and is also 
a sub-contractor for
 
several private sector companies in the local market. 
 in spite

of its relative success in the domestic market, however, the
 
company owners strongly believe that Safari 
must tap the export
market, particularly 
in view of planned expansi on activities.
 

dpprocb : Thcugh small in size, the Safari cmarv and its 
management are developing sound export contacts through travels
 
abroad and participatiorns in internat 
ional clothing exhibitions
 
in France, Switzerland, the U.S. and elsewhere. The company is a
 
member of the National Assoc. ation 'f Mns Sportswear Buyers,

Inc. (NAMSB - U.S.), and the Egyptian-American Chamber 
of
 
Commerce; both organ:izations have produced e:.port leads fc'r 
Safari. Whii.e visiting the company, an overseas inquiry frcm New 
York came to Hanafi seeking some sample teeshirts. Hanafi 
presumes it was Safari's listing in 
the NAMSD directory that 
prompted the call. 

In additi on, Safari has gotten minor forms of 
assis:ance 
fr m' HIPCO on certain exlpi.orL;-related proicblems,. Hanafi s:tongly

feels however. that the countr....overall eport promotion
offor.s are not offctie. He reccommends hiat a s trictl y pr.ivate
sector epor promol:ion r LIIp be estab i.shed to promote Egypti an 



products abroad 
-
rather than sending a delegation of public
sector officials. Or, 
says Hanafi, at 
least include private
sector producers in official 
export promotion delegations,
something he attempted 
to do last year; his inclusion
of as a membE
an official 
delegation was denied by government authorities.
 

FEDERATION ASSOCIATION/INFORMATION/SERVICES 

Hanafi 
views the Federation/Chamber of 
Spinning and Weaving
as a public agency and 
Federation 

"a ,],od place for people to retire." Theitself ser-yes only the "men on top" and many ofcurrently serving thosEon the Federation and various Chamberare Boardsthe same personnel who had influential positions in Nasser's
time. 

With regard to the Chamber's monthlyresponse - newsletter, * Hanafi~s"No news is good news" and furtherinformation contained in 
explained that thethe newsletter is outdated - E.g. by thtime a Chamber 


inquiry for 
member receives information regarding a foreignexample, 4-6 months have elapsed - making it uselessfor him or 
other members 


company. 
to even pursue contacting the inquiringRegarding tLhe application, Hanafi did not receiveand estimates itthat there are probably j,000 other private sectorready-made garment producers who likewise didn't receive the


appli cation.
 

Hanafi recommended that the Chamber couldeffective role play a morefor the private sector
to.. si. ._=f.. ove=rntment. rlIes if it e.p'ainedI and helpedand r e.. at i. . .. .s.an,ontact ... 
-------- t  and facilitated ween Egyptian and forei n manufacturers. 

Safari has needs for 
several speccific kinds of 
information 
-foreign garment specifications, colors, designs, market buyingtimes in 
the U.S. and Europe, statistics on changes in 
domestic
tastes, par ticularly, among younger v omen,, etc.,while but added thatthe Federation/ Chambersuch an information might be the "logical" placeactivity, to hostdue to its structure, it would not
 
be an "effective" 
hc'sting organization. 

* In a meeting with representatives of the Chamber of Spinningand Weaving the field team was told that all members are sentcopy of athe Chamber's monthly newsletter. A second document,company inf ormation sleet was sent 
a 

out to all members i, late1982 with responses coming back to the Cham:er in 1983 and 1984.Both cf these document s are- being r-eferredi niter i ews wLi Lh to in the focusreadv-.made garm ent pr oduce s in a Ltempt to getsome feedbac. on the Chiambet r's outrea--ch capaci-v, t heeffecti verness oif the infr mati,.-,on being disseminated, etc. 



LESSONS LEARNED
 

One of 
Safari's greatest strengths lies in its management

capability. Although 
faced with on-going problems of skilled

labor shortages and deficient raw matrrials 
as are other industry

producers, the company continues to grow, albeit slowly, and has

taken positive steps to expand its market outreach. Safari:s

participation in international trade fairs, its membership i.n

several trade organizations and its interaction with various
 
Egyptian agencies assisting the small business sector is
reflective of a well-managed company w0;ith 
medium tc long-range

goals and 
visions for the company's future.
 

LIKELY FUTURE COY0rFOUNTS 

Will the Safari Company be able 
to tap export markets in a
substaqtial way? According to Hanafi, the company has been

developing its foreign contacts for 7 to 
8 years and to date,

these efforts have only produced a 
few orders from abroad. He

acknowledges that part of 
the problem lies with Safari's on-going

producti on probl ems which 
hi nder Li mel y/qual i ty producti on/
delivery abroad. 
 In its favor, howeverg is Safari's talented
 
management and energetic staff. 
 The inclusion of this company in
 
any overall 
program developed to promote Egyptian ready-made
 
garment exports is highly recommended.
 



CSNo. 4* 

THE HALSTON COMPANY
 

BACKGROUND 

The Halston Company is a combination ready-made garment and
 
tailoring operation. Started in 1960 with 5 employeeE and 
initial fixed assets of LE 10,000, the company now employs 35 
people with fixed assets at approximately LE 20:)0,000. A retail 
outlet is located in downtown Cairo with tte company's factory 
headquartered in an industrial section of the city. The company 
is co-owned and managed by two brothers - Pierre and Marque 
Halstan. Pierre primarily oversees the retail/tailoring 
operation and Marque the company factory. 

W.MF'.O EYLUT:.ON OD PE[ROW 

Initially begun as a ready--made garment company, the 
Halston owners decided in the late 197.s to expand operations by 
specializing in ta:ilor-made menswear items - shirts, safari and 
business suits. Overall, the company is prospering, particularly 
in its tailor-made operations, and en.joys an excellent reputation 
in Egypt for producing fine cuality prcducts. 

This is one in a series of several small business case 
studies currently being prepared on behalf of the Federation 
of Egyptian Industries and USAID. TI--. info-rmation containeu 
herein is based on actual in-depth interview (s) with key 
representative(s) of an existing company. Names have been 
changed to protect the confidentiality of sources. 

http:EYLUT:.ON


KEY PROBLEM AREAS AND COMPANY APPROACHES 

1. Raw Materials: Poor quality fabric and a limited 
selection of accessories are cited by the Halston Brothers as an 

on-going production problem. Most fabric for the company's 
production is purchased from the public sector - where delays in 
obtaining materials arc commonplace. Halston would like to 

import some of his materials/accessory needs but points to the 

extreme difficulty in obtaining an import license. 

Aproach: The Halston Comoany enjoys a rather exclusive 
clientele as evidenced by the high prices charged for its 
products and photos/letters from various dignitaries who are 
regular Halston customers. Though company owners complain of 
material/accessory procurement problems, observation of the 
Halston retail display cases and of the factory's material 
storage room points to a very hiigh-quality finished product. 
Thus, while the company may incur some losses as a result of low 
quality raw materials - it seems more likely the case that compa 
complaints re raw materials are somewhat empty, i.e., if anyone 
gets pref-rential treatment when it comes to procuring the "best 
of local materials, Halston is probably at the head of the line 
facilitated by favorable cont.-cts/relationships with influential 
customers. 

2. Labor/Tec:hnology The Halston factory is currently 
operating at 60% capacity - due to shortages of skilled labor. 
Pierre Halston points to the serious training deficiencies in th 
industry - particularly the absence of any vocational/fashion 
institute which, if established, could begin to turn out industr 
personnel experienced in cutting, design and finishing. "Young 
people in Egypt" Halston says "aspire to be government employees 
and are not interested in working in the 'low-image' clothing 
industry. " Pulling out a copy of the catalogue for a New Yotrk

based fashion institute, Halston noted that developing even one 
aspect of this school"s curricula in Egypt would be an extremelv 
valuable step towards alleviating the problem of skilled labo
shortages and the overall low image of the industry. 

ApE~oac. Halst on training i.s provided in-house ard after a 
follow-up visit to the company factory, it is obvious that 
employees are not o1 y well-trained but highly productive as wel 

- productive in a quality not quan-tit.y serse. The working 

atmosphere is relaxed but not laz, and observedlv i:ense with an 
air of employee diligence and concentration. Working conditions 
are excellen- -- very clean, orderl , and well -vent I ated and thus 
provide a proper an] well-rancaged env rOnmer-,t for the producti on 
of gul.i ty rproducts. Asked about the predcmi nance of malie 
employees Halston commented that males characv.eriLical.1v stay 
with the f ,ctory longer tlan do female emp lovees. 

\ 

http:characv.eriLical.1v


3. Credit: Halston last accessed a line of credit in 1970
 
from the Development Industrial Bank (DIB). 
 The loan amount was
 
LE 50,000 at 8% interest. Halston machinery was required as
 
collateral 
and overall the company owners considered the
 
transaction to be on very good 
terms. Now states Halston,
 
interest rates are too high as 
is the price of the dollar and
 
banks are imposing very difficult collateral requirements.
 

Approach: 
Halston has no plans to expand his operation and
 
in view of the factory"s current underutilization, there is
 
little need for borrowing money.
 

FEDEROTION ASSOCIATION/INFORMATION'SER"ICES
 

"I pay LE 120 a year in dues to the Federation in return for
 
nothing.," states Halston. 
 He perceives the Federation/Chamber oa
 
Spinning and Weaving 
as a public sector agency and strongly

insists that the Federation cannot play an effective rolc 
vis-a-
vis the private sector since it is not "structurally" aligned

with the private sector. He receives irregularly the Chamber
 
news3etter* and 
says while others may benefit from the newsletter
 
he does not. A copy of the Chamber application was not received.
 
Halston is obviously somewhat bitter about the lack of response
 
to his recommendations to the Minister of Industry in 1967
 
regarding the establishment of a training center for the ready
made garment industry. With regard to the Chamber, Halston
 
claims that his expertise in the fashion industry could be tappec
 
as a resource, but to 
date nothing has been accomplished.
 

Hklston reiterated producers' needs for fashion/
 
technological expertise/training and information regarding

changes in domestic fashion tastes, publication of simplified
 
government policy on 
raw materials and likely direction of future
 
government policy. 'e is not aware 
of any domestic institution/

organization which prov:i des such information or assists producers 
with train:ing/technology needs. 

* In a meeting with representatives of the Chamber of Spinning 
and Weaving the field team was told that all members are sent a 
copy of the Chamber7s monthly newsletter. A second document, a 
company infor-mation sheet was sent out to all members in late 
19 2 i i responses coming bac k to the Chamber in 198' and 1984. 
Both of these documents are being referred to in the focLiS 
in tervi ews. wii read-.made larmen t pIr'oduceir"s n an mt Lo geta tEpL 
some feedback on the Ch ambei s ouIrea- ac t v.e Ch 
eff lcLi eress of Ithe i.f or mati on be.. i cU i em in a i e K 



LESSONS LEARNED 

The Halston Company has been extremely successful inestablishing a 
sound reputation for high-quality menswear.
tailoring aspect of 
The
 

the company's business, in particular,

facilitates beneficial 
personal 
relations with influential
customers who undoubtedly provide favors for Halston whenever
possible. The Halston trademark is one of quality and in thisrespect, 
the Company's success is likely unsurpassed in
Egyptian ready-made garment 

the 
industry. One can reasonably concludithat the 
Kalston Company does not "suffer" to quite the 
same
degree as other small private sector garment producers. At thesame time, however, the old axiom that "customers appreciate goo(quality" - something that Halston has been very successful inproducing 
- is somewhat reflective of the kind of attitudinal/image change that the Egyptian ready-made garment industry needs 

to undergo if it is to thrive and prosper. 

While some might dismiss the Halston Company as "elitist" oruncharacteristic of the overall private sector Egyptian readymade garment producer, the company and its employees reflect that"new" image where one 
can Lake pride in this work. This is thelesson to be learned and 
the kind of domestic expertise which
 
urgently needs to be tapped.
 

LTKELY FUTURE CONSTRAINTS
 

Thp Halston brothers are getting older and 
one wonders who
will carry on - not in terms of the company itself, but rather,how can the expertise of two people who have long been in theclothing industry and producing quality products be transferredto a younger generation. One could envision the elder Halston an excellent resource as
for a domestic training institute. Leftuntappeo, this kind of domestic Egyptian expertise is a loss for

the industry as a whole. 



CSNo. 5* 

THE GABER ELECTRONIC COMPANY
 

BAKROUND 

Gaber Electronics is an engineering 
firm which produces

electrical accessories, lampholders and ceramics for 
electrical
 
use. Started in 1971 with initial fixed assets of 
LE 100,000,

the company now employs 152 people and total 
assets have grown to

LE 1.6 million. The company is owned by Asraf Gaber and managed

by his brother Farouk.
 

COMPANY EVOLUTION AN GROWTH
 

In its early years of 
operation, Gaber Electronics developed

a rather comfortable market niche 
- particularly in the area of

electrical fuses - and was thus able to grow at a rather
 
healthy pace. More recently, from 1980 onwards, the company has
suffered from substantial 
annual operating losses - attributable
 
to a changing market situation and the inability of Gaber to

adapt its product mix. Additional external factors viewed astotally outside the company s control have also hindered this
Egyptian company from operating in a truly competitive market 
environment.
 

This is one in a series of several small business case
studies currently being prepared behalfon of the Fedcracion 
of Egyptian Industries and TheUSAID. information containedherein is based on actual in-depth interview(s) with key
representative(s) of existingan company. Names have been
changed to protect the confidentiality of sources. 



EY FROBLEM AREAS AND COMF'ANY APPROACHES 

1. Raw Materials: Nearly all raw materials used for thecompany's production 
are imported. In addition to lengthy
import/lio nnsirg procedures required for each 
import transacti
Ashraf Gaber points to 
an existing treaty between Egypt, 
India
and Yugoslavia which effectively reduces the ability of 
privat,
sector producers to be price competitive in the local market.Under the treaty, public sector companies arerequired raw materials at 
able to import

half the customs rate applicable to
private sector producers. 

Aproach: Though aware of broaderregard to the above-mentioned political objectives witreaty, Gaber is obviously bittersince the existence of this treaty directly effects his compan.ability to be price competitive in 
the domestic'market.
 

To compensate in some way, Gaber requests foreign supplier
to "underinvoice" the unit/total prices of raw materials thecompany is importing. Reportedly a widespread practice,underinvoicing is construed by Gaber as the onlyunfair way to deal wicustoms duties/preferential rates and the unpredictablewhims of customs authorities who often make "outrageous"assessments about the value of an imported item. 

2. MarLets: Gaber Electronics is curi ently struggling toadapt its product mix - WF face of a market -ppl y/demandsituation which has changed considerably
started since the companyproduction. Particularly in the area of electricalfuses, Mr. Gaber points to recent changes in mark-tconstruction/building companies 

demand wher,
have replaced fusesbreakers to with circuia large degree. All of Gaber s uroduction is for tidomestic Egyptian market. 

_1pproacl: Gaber states thatgauge changes the i. nability of the companyin demand has crippled tchis company at least for tttime being. Losses totalling almost LE 50-C,000 haveincurred during been
the last two years alone and are directlyattributable to the company's inability to quickly adapt itsproduct mix in a chang:ing market. Gaber points to the verylimited existence oT information on i ndustry trends anddevelopments and concludes that thepresents a critical 

lack of such information gap for producers like himself trving to sta on top of market conditions. 

3. LIQ: Gaber consi ders Egypt ian laborexpensive" to tbe the "mostin the world and further e:..plained that dueshortages of skilled labor 
to 

are forced 
in the ercineer-in g induEtry,, companieto provide training in-house. After incurring tesetrairning costs, skilled laborers are difficuL L to keep,particui ar since salaries in neighbor-n Arb coutries areconsideraolv higher. Rel.ated F.torS ilude theimbalances regarding- emplover 

r'egub o,
and emplovee rLihks - i.e.,employee "If anis nol productive, i.t is nearly impossible to fire him." 



AppQroach: Gaber Electronics has utilized
International the services ofExecutive Service Corps theand the expertise of someU.S. technicians to help address the company's training needs.,services which have been very effective from the owners" point of
view. Due to the high industry-wide competition for
labor, however, and skilled
the attraction of 
higher 
salaries elsewhere,
Gaber takes several 
different approaches to try and
skilled personnel. Aware that mosL 
keep his
 

young Egyptian males seek to
buy a flat, the company advances 
the purchase -

loans to employees to facilitatewhich effecLively serves
the company. to bond the employee toCompetitive wages are also paidtry to foster a family 

and company ownersenvironment by "helping employees inway they can." Recruitment any
efforts for new personnel focus inpart on attempts to hire away skilled personnel from othercompanies in the industry. 

4. Management: The company factory, located in an industrialsection of Cairo, is managed
Farouk who 

by the younger Gaber brother,is assisted in management
Trained in 

by a production manager.
an "old school of thought" accordino 
 to Ashraf,Farouk is extremely reluctant to delegate authoriLtyresp-nsibility to other company supervisory personnel. 

p2roachl Referring to on-going"family" affair, management problemsthe elder Gaber was as areluctant to explore theseissues further. 
 One can reasonably assume, however,management problems in 
that

this family-owned and managed business
directly related to are
the capabilities ors 
lack thereof, of
management. Recalling Mr. 
existing

Soliman's (KITAB Co.
"formal" - CS#V) view thatand "family" are contradictory terms in blusiness applied to ifthe present case, it is likely that Gaberas Electronicsa business is indeed constrained by complications arisino fromfamilial differences. 

5. InFrast-ucLr- The cost of land in Egypt- is e:;tremel,.high notes Gaber, and coLpled with the lacksites, of new industrialcompanies are f inding iL very difficLult to undertakeexpansion activities. Despite governmenL 
fiscal and
incentives provided legalwhen relocating to newcities, community developmentGaber maintaines that these incentives are simply notsufficient for smaller companies. 

8ppnqc: In an attempt- tc expand his company, Saberpurchased some land near the Cairo airport from the government.With title in hand, he proceeded to constrLct a fact:orv buildiwhich was to be gthe first of several buildingsOnce on the property.the firrs buildi g was completed,-I.ernrment authocriiescame to Gaber and inform~ ed hi I they were Ltaking hiis laiLThe matter is currently iway.L iite courts bL cncludes G-bei, "'llnever buy land in Egypt ag.a in. lThe Luipredictabilityenvironment of thisand Lhe i r-iLabl1y of cit izns to briL ng rtthe governmei-ntpts u 
suit agains

private sectr) ni tot alvl uiequaL
footing.''
 



6. Leal/Requlator2" On-going problems with government/ 
regulatory authorities persist for the Gaber Company. 
particularly in the area of raw materials procurement. Obtaining 
import licenses can take anywhere from 3-6 months and requires 
Gaber to spend ?5% of his time "fighting.' 

Arogach: Citing the widespread corruption that exists 
in the Egyptian environment in general, Gaber's only recourse is 
to "fight against it." In commenting on the new opportunities
for private sector businessmen since the Open Door Policy, Gaber 
emphatically notes  It's an Open Door Policy that's Closed-Door 
minded; liberties are taken, but not given.' 

FEDElksT IO AN(SSOC IAPT ION/ I NFORMA~TI ON/SERV ICES 

Gaber benefits little from his company's membership in the
 
Federation/Chamber of Engineering and believes that the laws
 
which govern the Federation (particularly those relating to the 
election of Board officials, etc. ) must be changed if the 
Federation is to develop the capability to take on the problems
of the private sector. H.: perceives the Federation as a public 
agency and thinks that the Federation/,Chamber's most effective 
role is that of mediator between public and private sector 
companies/agencies. Gaber stated a strong need and desire for 
information related to new technologies (including training and 
technical assistance) ani domestic and international market 
conditions. With regard to the latter, Gaber concluded, "Had my 
company been able to access information on domestic trends/ 
developments in the industry, perhaps it wouldn't be in the mess
 
it's in right now. 

.ESSOS LEANED 

Characterized by its owner as an "unsuccessful " company,
Gaber Electronics is experiencing the normal growth pains 
associated with adapting to changino market conditions. While 
the inability of the company to adapt quickly is partially due to 
the lack of good market information, it appears that the 
company also suffers from strong management deficiencies. Small 
to medium scale entrepreneurs Lend to over look e,. isting 
management capabilities as a possible business contraint and i.n 
the present case, the e, istence of a familial relationship 
renders less likely the pc'ssibil:i that managemenc deficiencie. 
will be corrected anytime soon. Attempts to compete in a 
business en,-ironment which is not truly competitive is an added 
constraint for Gaber Electronics - albeit a fact of life. Does 
the owner thi nk about qui t ti n g "It s too late," says Gaber, 
"I'm here." 



.If::2ELY FLIURE CONSRAINIs 

The next 
12-18 months should in
3aber Electronics can 
large part determine whether
turn its losses around.
.he company's product mix 

The changing of
will
:raining/technological require additional kinds of
inputs and will 
thus necessitate a
inancial commitment on large
the part of 

ianagement, however, may well 

the company. Deficiencies in

be the most critical 
factor.
 



CSNo.6*
 

THE DALLAS FACTORY FOR CLOTHING
 

BCKGROUND 

The Dallas Factory is a ready-made garment company which has 
been in production since October Id3W. Located in surburban
 
Cairo, Dallas began with fixed assets of LE 75,000; the company
 
currently employs 30 people. 
Dallas is owned and managed by

Mohamed Zaki and his younger brother, Mahmoud who recently
 
graduated from a local university.
 

COMPANY EVjLUTION AND GROWTH 

Due to its recent entrance in the market, the evolution of
 
the company is still at an early stage. 
Prior to its start,
 
however. Mohamed Zaki, along with his father, ran an export/

import company in Port Said which focused on 
ready-made garment
 
imports from the Far East and 
Europe. At the imposition of 
heavy restrictions on such imports, Zaki closed the Port Said 
business and relocated to Cairo to establish the Dallas factory. 
Initially focusing production on children's clothes, Zaki 
changed the company's product lines to womens' dresses - after
 
employees expressed a reluctance to undertake the detailed wor::
 
required for the production of children's clothes. Now, at fall
 
production, Dallas is producing 6,000 low-quality dresses a month
 
under sub-contract with the public sector.
 

* This is one in a series of several small business case 
studies currently being prepared on behalf of thE Federation 
of Egyptian Industries and USAID. The information cocained 
kerein is based on actual in-depth interview(s) withL key
representative(s) of an existing company. Names have been 
changed to protect the confidentiality of sources. 



KEY PROELEM AREAS AND COMPANY APPROACHES 

I. Markets: When Dallas began operations in 1983, its
 
production was primarily geared to the private sector. 
Claimi
 
that there simply wasn't enough demand for his ready-made
 
garments in the private sector - only enough to keep Dallas in
 
production for 2 months out 
of the year - Dallas entered into 
sub-contpact relationship under a special program hosted by th 
Egyptian government.
 

ApEgoach: Under this special program, the public sector
 
provides Dallas with all necessary raw materials and 
pays the
 
factory LE 3.00 per 
fabric required for the production of one
 
dress. Combined with the cost 
of the material (an estimated c 
to the public sector of LE 9.00 - 10.00) and the LE 3.00 paid
to Dallas per dress, the public sector puts an additional mark 
of LE 3.00 - 3.50 on the dress -For sale in public sector
 
department 
stores - the final cost to the consumer - approxi
mately LE 16.50. Finished products, including the fabric itse
 
are of very low quality.
 

2. L.abor: Unlike many of his industry colleagues, Zaki diO 
not complain about shortages of skilled labor. He maintains t
 
most of his employees 
come to him "trained" but acknowledges tI 
existence of an industry-wide problem of skilled labor shortag(
 

Qpproach: 
Dallas employees are paid on a "piece-rate" bas: 
which averages 70 pt - L.E. 1.00 per dress produced. The fact(
 
cutter is reportedly paid LE 1,000 per month. 
 After visiting 1 
Dallas factory, one got an overwhelmingly strong impression thi 
while Dallas ia a private sector company, it operates in a

"public sector" environment - i.e., the factory 
 is very
disorderly and cramped with finished products lying in heaps or 
the floor; many employees were engaged in small conversational 
groups; and noone seemed tu have his/her mind on their work.
 
Examining the situation more closely, it appears that the Dalli
 
mode of operation is a "comfortable" arrangement for all: 

The government provides Dallas with all raw materials and 
pays the L.E. 3.00 per dress fabric as mentioned earlier. 
Subtract on average 80 pt (employee wages) and company overheac 
(minimal due to Za::i's ownership of factory space) and Zaki is 

left with a unit profit of approximately LE 1.50 - 1.75 per drE 
At a minimum production of 6,000 dresses per month, company 
profits likely reach LE 5, 000 - LE 7,000 per munth. For 
employees, who are being paid on a piece rate basis, a minimal,
perhaps average production of 10 dresses per day would equate t a month].y salary of appro::.ximately LE 200 (based on a six-day wo 
wee::). The added benef.it .or employees - few or no requirements
for quality production and tie liberty of wori::ing at one' s own 
pace. Finally, the LE 1 000./mont-h salarv -for the factory ctte 
is quite plausible since company profit.sc are directlv related t
the LE 3.00 per dress fabric paid to Da. las by the public secto 
The retention of a skilled cutter would thus minimize agains: t 
possibilities of maLerial losses/wastage. 

http:profit.sc
http:benef.it


- - - - - - --------

3. Credit: Dallas is currently planning to expand its
activities into the production of 
men's suits. This activity
will be located in a flat owned by Zaki 
in the same building.
 

App2oach: Credit needs for new machinery/equipmentapproximately LE 30.000 - a loan amount Zaki 
are 

which has securedfrom an Alexandria Bank 18%at interest. Zaki noted that when he was established in 
Port Said, he had a line of 
credit totalling
LE 250,000 with local banks there. Since relocating to Cairo, hehas had to "reestablish" himself 
from a credit point of view.
 

FEDERATION ASSOCIATION/INFORMATION/SERI-ES
 

Perceived 
as a public sector organization, the

Federation/Chamber of 
Spinning 
and Weaving does "nothing" for the
Dallas Factory stated 
Zaki. Pressed further, Zaki reluctantly

acknowledged that 
a trip to Germany to 
review new equipment/machinery had been organized by the Chamber - a trip that Zakiassessed as very useful and worthwhile. He receives the Chambernewsletter* regularly but thinks that the information contained
therein is usually of a "general" 
nature and of only average use.Regarding the list of 
export inquiries included in
newsletter, Zaki responded by 

the 
saying that such inquiries aregenerally directed towards the production of public, not privatesector companies. Dallas was 
not established when the Chamber
information sheet was sent out, but the wasowner requested tofill out the application when the company"s initial dues were 

paid to the Chamber. 

Zaki acknowledged a strong need for information on newtechnology and domesicon producers. With regard to the latter,he stated that he would not trust such irformation published bythe Chamber - i.e., "it's a public sector agency in forand orderme to trust the information, have toI'd see it (other factories,
operating capacities, etc.) fcr myself.
 

* In a meeting with representatives of the Chamber of Spinningand Weaving team told allthe field was that members are sent acopy of the Chamber"s monthly newsletter. A second document, acompany information sheet sent towas out all members in late1982 with responses coming back to the Chambe in 1983 and 1984.Both of these documents are being referred to in the focusinterviews with ready-made garment producers in an attempt to some feedback on the Chambers outreach capacity, the 
get 

effectiveness of the informatiocn being disseminated! etc. 



LESSONS LEARNED
 

In Zaki's view, the Dallas Factory hasthus far been very successfu- primarily due to its relationship withsector. the public
Dallas' participation in 
the special public sector sub
contract 
program has produced 
a relatively comfortable
arrangement for all. 
 With little or 
no emphasis on 
product
quality., the company is able to hire employees with
amounts of training/skills who in 
minimal
 

turn produce poor 
quality
garments at 
their own 
pace.
 

While the Dallas owner 
states that producing for the prival
sector is impossible because of 
low demand, it
to conclude that is more reasonab]
Zaki does not 
want to produce for the privatesector because he knows that quality requirementshigher and given would be muchits present mode of 
operation, impossible for
the Dallas Factory to meet. 
 Zaki has
business a nice and comfortableand is apparently content to go on producing poorquality mass-produced dresses. 

The benefits of 
this public-private sector relationship are
clear 
- the provision of jobs 'within the "private sector" an dcheap, affordable clothes for 
a growing low-income Egyptian
market. 
Gamila: 

From a different perspective, however, e.g.Halston and Safari - the
companies 
- the operation of a privatsector company like Dallas only serves to perpetuate the
undesired "poor quality, low-image"characterize status that tendsthe Egyptian ready-made to 

garment industry. There animany private sector producers fighting to change this image - an( 
unfortunately, private sector companieshel ping. like Dallas are not 

LIKELY FUTURE ccJNSTRAINTS 

The arrangement that the Dallas Factory enjoys with thepublic sector underpirs its "success" to date.dissolution The absence orof such an arrangement would undoubtEdlytrouble for the company - to the point where 
spell big

Dallas wouldconsiderable havedifficulty/ in meeting the requirements of asophisticated more 
market. 



CSNo. 7*
 

THE CAIRO COMPANY FOR ELECTRICAL PRODUCTS
 

BACKGROUND
 

The Cairo Company is a family-owned and managed engineering
 
company which produces gas lamps, kerosene stoves, steel shelves
 
and ashtrays. Started by Mr. Sami Manatti in 1940 and located in
 
an old part of Cairo, the company is currently managed by the 
elder Manatti's five sons. Total current assets of the company 
are approximately LE 1.25 million. The Cairo Company currently 
employs a combination of 150 skilled and semi-skilled laborers. 

COMRNY EVOLUTION AND GROWTH 

The Cairo Company was established in 1940 with total assets
 
of LE 200, a figure which reached LE W0),000 in 1974 and LE 1.25 
million in 1984. Monthly sales have grown from LE 25,000 in 1974 
to LE 250,000 in 1984. The Company is getting ready to enter 
into a joint venture with an Italiarn firm to produce home 
refrigeration units in the Sixth of October City. Company 
management attributes much of the company's success to the 
initiation of the Open Door Policy in 1974 and worries about the 
discontinuation of this Policy and the Egyptian Government's 
promises to continue support for private sector enterprises.
 

* This is one in a series of several small business case 
stc Jies currently being prepared on behalf of the Federation 
of Egyptian Industries and USAID. The information contained 
herein is based on actual in-depth interview(s) with key
 
representative(s) of an existing company. Names have been
 
changed to protect the confidentiality of sources. 



KEY PROBLEM AREAS AND COMPANY APPROACHES 

I. Labor and Technlo2y: The availability of skilled andtrained labor is very pr-r and the company experiences a high
degree of labor turnover (50%). Company 
 management believes th&

emigration to Arab countries and higher salaries offered by the 
new investment companies are 
principal causes for labor

shortages. Labor productivity is also 
low and directly related 
to a lack of up-to-date technology/information 
in the local
 
Egyptian market., 

I ppoacl: TheA company has attempted to hire a greaternumber of 
women as management has found that 
women tend to chang
jobs less frequently than men and are unlikely to emigrate once

trained. 
 The company has also experimented with hiring young
couples (who must work in separate divisions) and this hasproduced some postive results:. In addition, the company offers 
high and competitive salaries plus fringe benefits (holiday

gifts, wedding and birthday presents, etc.).
 

The factory manager believes Lhat the problem of technology
transfer couJd be solved by international cooperative agreementswhich would offer training programs to Egyptian industrial 
leaders, managers and laborers in the engineering field. 

Three of the Manatti brothers travel to Europe regularlv an,attend international fairs and exhibitions to keep Lip with thelatest developments in the industry, They note, however, languagi
problems and a reluctance to purchase new machinery/equipment
through such fairs because of the problem with getting spare
parts and the lack of training for employees on the new equipmenlForeign companies frequently offer small training programs and astock of spare partLs if the machirnery in question is purchased irvolume - an impossibility foro the Cairo Company. Management
recommended that the Chamber of Engineering could p1 ay a major
role by getting 
a number of Chamber members to purchase in

volume and thereby become the beneficiaries of the free 
training

provided by foreign companies when their products 
 are 
purchased in volume. 

2. ManaqeMent" "Egyptian labor is productivE only if you
watch them theall time." 

ppr oach: The fi ve Nanatti br-others interchange managementresponsibilities at various times and in different divisions of 
the comrpany. The company's suiccess is di rectly' attributable tothe "family" managing oc the business. "Nobody cares for capital
but :its owners," says the older Mana:Li brother. 

3.Rat lie Lriats w~g Raw ma L ra a jv a iilabl'i.t :v and p roc uremen tis a major on-goin problem for the Cairo Companv. Government
controls on imports ate ver-v restrictive anid the company is 
subj ect~ed to monthy i mp or t qu~o tas. Th t!i me Fe quLired for theimport process 1 s an addi t ..onal drain on management. 

VpC 

y 



Aproach" The Cairo Company uses an import firm which
 
handles all 
necessary paperwork and government redtape. Once
 
imported, the Cairo company purchases their 
raw material
 
requirements from the import firm.
 

4. Legal/Regulato-Q]: 
 According to company management, the
 
Egyptian Government takes control 
over the engineering industry
 
in a number of ways:
 

a) Quantity controls on imports
 
b) Industrial security
 
c) Quality control
 
d) Labor social security
 
e) Taxation
 

Laws and regulations governing the above five issues are
 
perceived as discriminatory towards the small 
business sector anc
 
are commonly interpreted in 
different ways depending on the
 
government official in charge.
 

Approach: Better relationships with government officials
would make company operations easier. 
 Bribery and government

pay-offs are 
a very common practice :in 
 Egypt and notes company
 
management, "there is no other way."
 

5. Credit: Collateral requirements fo- obtaining loans
 
coupled with high interest rates are totally unreasonable for
 
small businesses. "Banks in Egypt are only opened for r:ich and
 
powerful companies, not to help small businesses like mine,"
 
states the Manatti father.
 

ApEroach: Manatti started his own finance company by a.::ing
all of his friends and relatives to participate. The finance
 
company is reportedly able to offer 
higher interest rates on
 
savings than 
the local bank and according to Hanatti, the
 
establishment of 
this finance company has been instrumental in
 
the Cairo Company's expannion plans.
 

8EEAT!. , 
 . ... . .,.... .
...,.. . - . •... ..
FEDERgIFION ASSOCI-TI[ON;fIMFORVAgT .......TON /-EFVI CES 

Cairo Company management perceive the Federation/Chamber

of Engineering as 
a public aency and believe that its (Federa
tion) role was much greater before the Open Door Policy. It was 
established during the time of President Nasser when 
the private

sector 
was very small and had to worl.k through the public sector.
 
It (Federati on) was the only.place to 
estabiish better relations 
between the public and pr i.vate sectorE because at that timne., the 
pri.vate sector 
had no choice but to wor: through he public
sector. Since the ].ri Li tin of the Open Door Foli cv, the situa
tion has changed to na poi t where it is uriclear what kinds M.
servi ces the Federa ion./Cha:hi,,r co ul c effectivel y provi de.d e:: to Lie 
pri vate sect or . Companv marnlmagen ndi cat:d thei suppOFt forme 
the Feder a Li. on servi a n i nf:ormati-. n on state--of,-... cal source 
the-art techno.logy (botlh domes:ic and international)., and alt:er

6I\
 



nate sources of supply for spare parts, equipment, raw 
materia
etc. They cautioned, however, that producers should have easyaccess to such information and that the "informational center"should not be operated "like other governmental agencies". 

LESSONS LEARNED
 

The Cairo Company can be classified as successful
a 
 firm
 
based on its:
 

1) Long existence since 
1940, including its ability to
survive before the initiation of 
the Open Door Policy;
2) Its dramatic expansion since the Open Door Policy; 
anc
3) Its ability to enter 
into a joint venture agreement wi
 
a foreign manufacturer. 

The company's policy of 
family management has proven to bE
highly successful, and finally, the creation of a finance compito help with the Cairo Company's expansion plans was aninnovative approach to overcome existing constraints for smallbusinesses with regard to the Egyptian banking system. 

L.IKELY FUTURE CONSTRAINTS 

Future constraints for the company revolve around theexistence of several competitors who operatingare "illegally"i.e., avoiding product and quality specifications, taxes, sociainsurance, etc. These firms are thus able to sell lower-qualityproducts at cheaper prices and pose a serious competitive threato the Cairo Company - which is intent on producing a high-qualproduct. Management concedes that it must build better"relationships" with government officials - even to the point o.sacrificing individual principles. 
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THE MISR COMPANY FOR CLOTHING
 

BACGROUND
 

The Misr Company is a ready-made garment factory 
located

in Alexandria. The company began operations in 
1960 with 4

laborers and now employs approximately 30 people. Mr. Adel

Ansary is the owner 
and director of Misr and 
is assisted in the
management of his operation by four supervisors who were

initially employed by Ansary 25 years ago. 

KEY PROBLEM AREAS AND COMPANY APPROACHES 

1. Labor: According to EgyptianAnnary: laborers are ingreat need of 
motivation and vocational training. "We are doing

all that we can 
do under the difficult circumstances facing the

ready-made garment industry." The challenge to tne industry is tochange the andhabits attitudes of people. We have to teach them 
to respect "working their way up." 

Approach: Ansary feels that the key to success in theEgyptian garment industry is people - their training and 
motivation. From observation and discussions with factory

employees, it was obvious that Misr empLoyees have been given
both the motive and incentive to work at a productive pace.

Ansary's openness and friendliness with 
his entire organization

was highly visible and reflected his excellent handling of human
relations. Treating all employees as members of the family,
Ansary also helps out newly married employees financially and
finances part of employees" annual visits to Mecca. 

This is one in a series of several small business case
studies currently being prepared on behalf of the Federation
of Egyptian Industries and !heUSAID. information contained
herein is based on actual in-depth interview(s) with key
representative,(s) of enistingan company. Names have been
changed to protect the confidentialitv of sources. 

el) 
n 



1960 

2- Management: In 
the past, Ansary handled all aspects of
the company's management which proved to 
be excessively demandin
 
and unproductive.
 

Approach: 
A few years ago, management responsibilities were
divided among the four 
supervisors who began with Ansary in 


a) Asst. Mgr. for administration which includes finance,
employee relations, attendance, etc.
 
b) Asst. Mgr. for technical operations, production, design


and quality control.
 
c) Asst. Mgr. for government relations, including taxation,
raw material 
procurement, public sector sub-contracts, labor
 

regulations, etc. 
d) Asst. Mgr. for receiving and shipping
 

3. Productivit: In the past two years, Misr has beenoperating at 
507% capacity for the following reasons:
 

a) 40% labor turnover;

b) Electricity shortages and failures averaging 3-4 hours at
 a time and occuring 3-4 times weekly;

c) Lack of knowledge and information about latesttechnology/developments in 
the global 
garment industry.
 

a) Competitive salaries for 
labor combined with fringe
benefits, employee credit, 
social 
security, good relations, etc.
b) Consideration of purchasing a stand-by generator 
(Due to
recent contact 
with city offic;ials, a reduct:ion in the frequencyof electricity failures has occurred).

c) A mandatory production incentive 
by paying employees anincentive wage based on productivity in addition to regular

sal aries. 

4. Credit: Misr's opportunities for obtaining bank creditare very limited due to the high rates of interest on industrial
 
loans (18-20%-).
 

Appo_a: Ansary borrows no moresince there are than LE 50.,00() at a timefewer requirements in terms of collateral andassets and interest rates are lower at 13%. Due to existingpolicies and government regulations, Ansary is not considering
bank 

expanding his operations. 

FEIDERAT I ON .S.OC I -[. O,- I NFOR-(MT i ON,/ :--:;V I CEq 

Ansary has not received any assistance from theFederation/Chamber and views its role as a very limited one.The structure of the Federation must c:hange if it is to representthe challenges facing the private sector in Egypt. Ansarvwelcomed the idna of an information cer ter hosted by the 



Federation but questioned the -ederation's outreach capacity andits effpctiveness in 
getting information from its members.
 

L-ESSONS LEARNED 

Ansary's approach to 
fostering good Ltnployee relations has
led to 
a hIigh degree of responsiveness to management
direction and increased labor productivity.
 

The owner's pragmatic views 
on operating a business inEgypt requires patience, struggle
of the 

and political approaches mosttime is in part reflec:tive of the company's success to
date.
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THE RODA CLOTHING COMPANY
 

BACKGROUND 

Formed in 1979 as a Law 43 investment company, the Roda
 
Company started commercial production of mens" and boys" shirts
 
and trousers in 1981. The company was initially capitalized at
 
LE 740, 00, of which LE 350,000 was accounted for by fixed
 
assets, a figure which is approximately the same at present.
 
Roda is currently operating at 60% capacity and employs 180
 
people. The company is managed by a Board of Directors and
 
majority-owned (70%) by two Egyptian-American businessmen.
 

C[.MFQNY EVOLUT ION AND GROWTH
 

After its formation in 1979, it took two years for the
 
company to begin commercial production. The start-up period was
 
hampered by shortages of working capital and an unsatisfactory
 
technical agreement undertaken with a foreign clothing
 
manufacturer. Ownership of the company has also changed hands
 
during the course its its 5-year existence which has required
 
some reedjustments in Roda"s overall management structure. Still
 
at a critical stage of development, the Roda Company and its
 
management are struggling to turn the company into a profit
making operation. Current production volumes are 1,500 shirts
 
and 400 trousers per day; management is targeting an increase of
 
these volumes to 4,800 and 1,200 per day, respectively, by year
 
-end 1985.
 

* This is one in a series of several small business case 
studies currently being prepared on behalf of the Feder:tion 
of Egyptian Industries and USAID. The information contained 
herein is based on actual in-depth interview(s) with key 
representative(s) of an existing company. Names have been
 
changed to protect the confidentiality of sources.
 



t, 

; EY 'PROBLEM AREAS :AND''OPNV PROC 

1. abor hortages ofskilled la-bbr have Pl1aguLed the' oda 
Companyfoth beginning and continLu atpose serol 

~p~ional cd.-istrain~ts for the buL~s.' C~opn~aaee
cite the foll~win:fact'orIsas caUSes' for t Ihe.m~ore'general 

indstry-wide labor problem: .' 

a) Lack of formalized training for i ndUstry 4 personnel;
b) Bad. habits of ernployes, -e g., non-famili arity with
 

- wor'king in a~~ ."po tCtiv environment';
c) Lowi imagei associated with the Egyptian gretidsr 
d) Emloe *,preferences~frgvrmn positions, even at 

lwrsa.1 ry 1level s; Iand,
e)Th~e onset: of "despair" in the absence'of' 

t62roach: Roda has taken several approaches to deal with, its 
.labor -4 problems, some of which have failed dismal1ly:, 

A). In the beginning, the compan.y hired YOting girls 15-16 ~
 
years of' age.' Wages4 were ex..tremely low' (I E 35 PI-50/month.

'mnor incentive schemre. ReSUlting' low 1. vl's Of.:qUl and_ K 
4 productivity led.4 to4a managmn ocuin that new hires Should 

have attained at least a high school edu(cation.4 

4B), Admitting that wages paid in the, beginning were not
 
"'competitive, Roda"exerimen-ted with a "step" incentive scheme
 

< ' 'whereby *employees wocld be paid atincreasi-glydhigher rts 
'4dpnigon 
 monthly prd~inlvl reached. The program was:,
 

4,.4discontinle after mngetsathtewand 4unskilled 
employees did not "utnderstand" hiow the programI ,orked; for those 

44,4 4. 4'wh di udertan, management 'objectives 'of reaching' maxiu
 
4, les s,4 of produ(ctivity 

empoye rece a certain prodUCtion level and attained an.
individUally acceptable corresp'onding r'ate for that level of 

4f ~ ee p~er worker fell short - e.g., 'once an 9' 

productivity, he/stie was not inclined to move onto4 the ne,,.'t

higher, scale. The4 company IsScurrentl1 1 consi der ing .the 
implementation of a fixed piece-rate in' entive policy. ,
 

" 
C)' More, recently, Ro'da,,as begIn to for'maliz its training~
initiatives whereby new 'and 4LU-skilled worer are plce in-" 
he--ot 
 ptoa-Ln r'riigprogram. Wages have :also been,1Feased, bit note's th GenrlMngr Mr. Samfyl- the company:, 

s' n4~ acinnew, employees.Wev.,re '4
eryhn.'from advertisi'ng 'in new.spapers, local 

cuncilsand inarea.4,' mos qL~eS.1 4The'location of 4the'4 fcoy~
~~~~4'~ ~ ~ '(0Aoe4 -44rbeai outsideilometers of Cairo) and e'ven'w#ith4the .provi,si Ion-444~, of,,company transportati n, the prOb 1em of 

,1'4444444,4~p4~ <Y ,r ac ing new hi'res' conin Lies: toa persist. '' 

44.4.4, .~FactoI-y conditionis appear, satisfactory al'Lhough ventilatin 
,., deFinitel~y needs' lmprodvemerit. 'h most'promiising step t ak.en by, 

4., 4:management 1odehsbentertnio U'~at.S.' technicianwoin 4effectL' ha'4't Pen n'4rYhe-,'role4 of ptutir~mngr
4,4U 44io a '4',44 0, 4,44' m4 a~ 

4, ,4 , ~ 's '~,~4,4y4, 4 

i 

4 
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SUpervisor. This technical assistant, Ms. Sarah Lope,
began her duties only three months ago bUt indicates that
progress is being made "slowly but surely." oe eae hfirst '1rule" she laid, down: "No screaming-!" Increasing workerproductivity, Lopez believes, is'directly related to fosteringgood human relations~in the -factory. The hiring of Lopez was.obviously a wise move on the ofpart company management. 

V.2. Technology Transfer/Technical Assistance." 
In its start-Lip phase, 
Roda entered into a technical assistance agreement with
 
an EUropean c'lothing manL~factUrer which was expected to send
their factory expertise to inassist Roda its training

actvites. 
 The agreement was terminated in 1982 afterRoa
management concluded that the arrangement was a '"to-1-al failure."
W Tle''foreign manufacturer reportedly sent incompetent people to do 
the job and little progress was
house training activities. made with regard to Roda's in- The loss to Roda, LE 500,000. 

~!ggqt: Since the termination of the company's firsttechnical assistance agreement, RodA has retaine~d the services ofMs. Lopez - mentioned earlier - and, a Taiwaner-E'clothing expert.Two ex-pert machinists from the U.S 
 are also expected within the
*next 
few months. The company is aware of techn-ical services4
provided through the EIDDC/ITAF pofrm but has not accessed
these services,~ with the exception ofattendin a couple of
seminars on labor productivity hosted by EIDDC. 
4f 

3~. Raw Materials: Raw materials purchased from the publicsector are of poor quality and the company is frequentlysubjected to long delays re delivery schedules. 

App2roach: Roda has increasingly turned to private sectorproducers to purchase its raw material needs. Stressi ng- thatmaterial purchased from the private sector can 
be retUrned if
defective, - which is not the case with the public sector - Rodais currently relying 
on 2-3 private sector producers tosupply* 
 its raw material reqiemns rentSUPpliers, however,
cannot meet 
-the company's demand for material,.; and thus Roda is
attempti ng to identify additional su~pply 
sources.
 

Under its charter, (Law 43) Roda is permitted to importcertain of its raw material requirements and SUbseqUently engaged .in the importation-of trouser material in 1962. Imports werehalted. however4 due to financial problems4 (workig aitl
shortAges) and complicated import procedures. n aia 
MEts/Distribut ion: Atti-ie oai
 

overwhelmingly (95%), dependent on
thi sales, to thle public sector and~yjr~>, isposing seriouIs problems for the company sinceRd'prodUCtion schedule is significantly ahead of public sector
demand. Roda is one of the largest private sector garmentPi7rodUCers and as SuLch.-1, mUSL See[: out volume orders in crder 
~~ meet operating costs. 

Lto 



AQprach: 
 For the past few years, Roda has been attemptir
to diversify market outlets, particularly in the export 
arena.
 
Last year, export orders from a U.S. company accounted for

approximately 5% of 
the company's sales. Additional trial
 
shipments have been 
sent to another large U.S. retail chain but
 
to date, no business has been transacted between the two
 
companies. Mr. Samy states 
the the U.S. company was very

satisfied with the quality of 
the Roda product - and the absenc
 
of 
a specific order relates to the bureaucratic purchasing
 
patterns of 
the U.S. chain.
 

Aware of the importance of diversifying export contacts an
 
sales for the future success of the company, Roda has

established 
a Sales Department strictly geared to the promotion

of export/private sector sales. 
 Company management acknowledge

that finishing/dyeing/fabric widths are 
all problem areas for
 
exports and has been seeking to fill, 
without success, a "quali

control expert" position.
 

FEDERATgJN ASSOCIATION/INFORMATION/SERVICES
 

The Managing Director, Mr. 
Saleh, and General Manager, Mr.
Samy, strongly state that the Federation/Chamber of Spinning an
Weaving cannot be an 
effective organization for promoting the

interests of the private sector 
since it has no legal authority

act. The Chairman of 
the company, however, is a member of the
Federation Board, and Saleh and Samy acknowledged that where Ro
 
is concerned, the Chairman is able to 
get things done through 1h

(the Chairman's) "own channels." 
 The Chamber newsletter* is
received regularly but no 
comments regarding its usefulness werl
 
forthcoming. Pointing to 
various support institutions - the

Export Promotion Center, HIFCO, ITAP, EIDDC, Samy commented tha

the ready-made garment industry does not need academic studies
 
and more "talk. " He considered the Klurt Salmon study to be ver.
good in terms of its overall assessment of the problems facing
the Egyptian ready-made garment industry, but noted "No action I

been taken! " 
 He cited various USAID-sponsored vocational
 
training programs in 
other fields - food, chemicals - and

strongly recommended that a similar type of 
training program be

established for the ready-made garment industry. 
 "We've heard
 
enough talk; now we (producers) are waiting 
to see some acticn.'
 

* In a meeting with representatives of 
the Chamber of Spinning

and Weaving the field team was told that all 
membe;s are sent a
 
copy of 
the Chamber's monthly newsletter. A second document, a
 
company information sheet was 
sent out to all members in
:1982 with responses coming back 

late 
to the Chamber in 1L83 and 1984. 

Both of 
these documents are being ref:erred Lo in the focus
interviews wi. th ready-made garment producers in an attempt to ge

some feedback on the Chamb-er 's outre:ach capacity, the
 
effectiveness of the information being dissemin ated, etc. 



Company management voiced a strong need and desire for
information on alternate sources of 
supply (fabric, accessories,

etc.), 
supplier costs and production capacities/volumes of

domestic producers. With regard 
to the latter, however, both
Saleh and Samy agreed that if such information were provided by

the Chamber, its reliability would be highly suspect since memberE
often overstate or 
understate their respective capacities/

production volumes when the information is being provided to 
a
"public" agency. 
They recommended the establishment of a strictl-,

"private sector" organization 
which would foster the concerns of
private sector producers and g:ive more collective weiglht 
to

industry-wide problems and recommendations for alleviating them.
But, cautioned Samy, "it must be 
a 'door-Co-door' service" 
- e.g.,

any initiative that is undertaken to address the operational/

inform-tional 
needs and problems of 
the private sector ready-made
garmenL industry must have 
an outreach capacity to make pesgrjal

contact with those producers it is seeking to assist.
 

LESSONS LEgIR-ED 

Despite its relative size, its legal status as a Law 43

investment company, and the apparent "management transition"

which would tend to ex<clude tChe 
Roda Company from falling within

the conceptual definition of a small-scale enterprise (as defined
in ADL - Phase I, 1?92), the Roda Company faces many of 
the same

on-going operational 
constraints which characterize small to
medium-scale ready-made garment producers as 
a whole. Or, :in

other words, while Roda might have the 
"external" facade of 
a
larger-scale company, it has not 
yet developed ain "internal"
 
capability to perform as 
one.
 

In 
assessing the company's development and performance to
date, it 
seems clear that Roda has indeed suffered from management

deficiencies - in sp:ite of 
the influence and participation cf
"foreign-trained" management personnel. 
 Reviewing management.s

approaches to labor problems is 
a case in point. In:itial efforts
 
to hire young, uneducated workers produced disasterous resultCs

and points to a naieve assumption on the part of 
management thiat
the hiring oF such employees could prov:ide the basis for
operating 
a large. "modern" appai-el factor-y. Furthermore, the
company's past 
lack of success 
with various outside technical

agreements is probably also reflective of wea. management

/supervision/guidance. 
 In its favor, management has taken recent
steps to help alleviate technical/tCraining deficiencies4 however,

it is not yet clear wnether these steps produce the desired':ili 

results.
 



LIKELY FUTURE CONSTRAINTs
 

How does Roda management view the company's performance to
date? - "Look at all the problems we've had 
to face and then lo
where we are " 
now, says General Manager Samy, 
"and I'd have to
we've been successful in spite of the fact that Roda is not 
yet
turning a profit." 
 While this.optimistic outlook is certainlythe company's favor, 
Roda has many obstacles to 
overcome beforeit becomes 
a "model of success" for the Egyptian ready-madegarment industry. Crucial to the company in the short to mediuiwill be its ability to diversifyterm 
its markets - particularl,the export market. This effort will require considerableimprovements in both management and employee training and ski ll

upgrading.
 



CSNo. 10* 

THE HASSEM MANUFACTURING COMPANY
 

HACKGROLND 

Hassem Manufacturing is an office furniture and equipment
 
company located in an industrial section of Cairo. 
 The company

was started in 1969 but has only been producing its current line
 
of products since 
1977. Fixed assets of the company amount to LE 
300,000 and the company is currently employing 60 people. Hassem
is jointly owned and managed by Omar Hassem and Ralf El-Husseini, 
a Syrian national. 

COMPANY EVOLUTION ND GROWTH 

When it began operations in 
1969 under the Nasser regime,

Hassem's principal 
activities focused on a sub-contract
 
relationship with the government 
as a provider of blueprints

for various engineering products. After the initiation of the
 
Opsn Door Policy in 1974, the government replaced what Hassym had
 
been providing by importing blueprint machinery from Germany.
Thereupon, Hassem decided to start his productionown of office 
machinery and equipment. The .ompany iE_ currently tlhriving (1984

sales totalled LE 3.0 
million) and enjoys a sound reputation in
 
the national Egyptian 
 market for producing fine-quality products.
Pointing to a current production schedule which is way behind 
consumer/mar ket demand, the Hassem Company is in the process of 
adding two additional floors to its factory in 
an effort to
 
double current production levels.
 

This is one in- a series of several small business case 
studies currentjy being prepared on behalf of the Federation 
of Egyptian industries and USAID. The information contained 
herein is based on actual in-depth intLerview(s) with key
representative(s) of an existing company. Names have been 
changed to protect the confidentiality of sources.
 



KEY F'ROB.LEM AREAS AND LOMFpNY 0RO0CHES 
1. Labor: "It's difficult to manage labor here in
says Hassem, Egypt,""because Egyptianshowever, if are lazy_ They can bethey productiveare closely supervised."
culty The company has diffiin retaining skilled 

problem of labor migration 
labor and points to the underlying

to neighboring Arab countries.
 

-pEEo.ch: The company provides trainingown forexpense and attempts to foster 
new hires at itE
 a 
"family" atmosphere by
assisting employees financially


Company owners (medical, fringe benefits, etc.)
point

in the market which 

to the "good name" and reputation it enjoysalso helps to attraotaddition to new employees.advertising Inin local newspapers,instructs employees to go to 
Hassem regularlyother factoriesskilled in an attemptpersonnel to hiraway from competitors. 

2. Ral ...... .....probems Hassem citeswith raw materials on-goingprocurement as majorthe company, particularly 
a problem area foiwith regard to complicated importprocedures. 

A2E2oach: When asked howproblems and later his problems 
he addresses his raw material
 

agencies, with government/r
Hassem responded e gu l atory
"I know themember of right people."several of He is athe more exclusivemaintains that when "clubs" in town and
 

"friends" for 
he faces a problem, he calls on
assistance one of hisin solvingthat other private 

the problem. Acknowledgingsector producers whohis company may not have 
face the same problems as

"relationships" these kinds of influentialin place, Hassem concludedseveral years to build 
that it has taken himthese beneficial relationships.

producers "Otherwill have to do the same." 
3. Credit: Hassem neverexcept to handle his 

uses the Egyptian banking systemown personal accountsthat existing and strongly believesbanking regulations and policies are extremelvdiscriminatory and burdensome. 

-PEC2±..: 
secure from 

The owner cited an example of: a loan hethe Development tried toIndustrialret-urn for LE 
Bank a few years ago. Inan 1"00000 loan the bank requiredLE 2.0 million Hassemin collateral. to put upThe application procedureon for three months draggedand in the end Hassem decided that the"hassle" just wasn"t worth it. 

The compary is currently operatingshort-term on a cash basisliquadity is and ifrequired, Hassempersonal savings. draws from his ownOn new machi nery purchases,frequently the companyable isto pay by installment creditts. 



4- Mar-ets/Distribution: Hassem Manufacturing currently
enjoys a very envious market position with the company owner
pointing to a production schedule which cannot 
keep pace with
market demand. The company has 
a national distribution network
in place and works closely with several 
independent distributors
who market the Hassem products to various retail 
outlets.
though the company's products are 
Even
 

the "highest-priced" in 
the
market, Hassem attributes the company's success 
to competing on
the basis of quality. 
The owner is not interested in pursuing the
export market since he 
cannot meet domestic demand and under 
no
circumstances would he consider sub-contracting with the public
sector as 
he fears this would harm the company's good 
name.
 

FEDERATION ASSOCIA^TION!INFORMATION/SERVICES
 

Hassem believes that 
"major changes" are required if
Federation/Chamber of the
Engineering is 
to become an effective
vehicle for promoting private sector 
interests. Simply put,
should not 
be controlled by 
"it
 

the Government." 
 Pointing to the
Federation during Nasser: s time 
- as an organization which
imported all of his company's needs, Hassem believes that the
role/effectiveness of 
the Federation has greatly diminished. He
has specific needs for 
information on 
technology and 
alternate
sources of 
supply and welcomed the idea of 
an "information"
center which 
would provide needed information. 
 The Federation/
Chamber could 
serve as a hosting institution, but noted Hassem,
the ability of 
the various Chambers is closely related to 
"who's
 
in charge.''
 

LESSONS LEi-RNED 

Hassem Manufacturing is currently enjoying 
a rather
prosperous stage of development due to 
its success in producing a
high quality product and the company's ability to distribute its
products through 
a national 
sales network.
 

The "glossing" over 
of characteri stic problem areas,
however, coupled with ra:her 
adamant boasting of having
influential relationships with 
"the right people" leads to the
conclusion that private sector company is peraps thiving
this 
at the expense of 
wthar industry producers - onl s in a competitive sense which 

not 

is acceptable, but also 
in a highly suspect
sense where the 
name of the game :is who you 
know and how much yOu


can afford to pay.
 

LA Y FVITUR_ CONS TF I Ts 
The entrance into the market of 
additional "good-quality"producers could threaLen Hassem ManufactLuring's currentcomfortable market n iche. 
 Comparnv management acn:row.ledge that
they are not really aware of 
the o-ver-all domestic mark'et

situation; the, only-know that tley currentlv cannot
demand and at fill local
this time, that amounL :o'finformation seems to besufficient. 
 Based on 
its benef icial relat:ic s with key peol:l.e,
the company is 1 ikel.y to continue ejio ying its prosperous status. 

\!,
 



Case Study # 11*
 

LUBA, Inc.
 

BACKGROUND 

Luba, Inc. is a ready-made garment factory which produces
women's apparel dresses, blouses, skirts and pants. 
 Started in
1969 with initial fixed assets of LE 10,000, LIBA currently employs
80 people and is operating at 80% capacity. Current fixed assets
 are approximately LE 80,000. MTadame Alia Nour and her only son
Adel jointly own and manage the LUBA operation.
 

COMPANY HISTORY AND EVOLUTION 

Prior to the establishment of LBIA, Mde. Nour dabbled indesigning women's dresses for herself, familv and friends.
Encouraged in 1967 to Participate in a national design competition, Nour walked riway with first prize and proceeded to submit a nmber of designs in a bidding process held by the Russian Commercial office in 1969. 
Four of Nour's designs were accepted and anorder placed for 150,000 pieces with a deliverv time of one year.
With order in hand, Nour Proceeded to establish LUBA, Inc. in
a
2-story flat in downtown Cairo. Within 3 months, 27 employeeswere hired and trained, machinery was purchased, and thus beg.an

LUfBA's commercial nroduction.
 

The initial exort contract with the Russians was filledon schedule 2 yearsand within of start-un, LIJBA's annual salesreached LE I million. Subsentient years were followed by repeat
large orders from Russia and, at the same time, 
 LUBA focused onproduction for the local market. Currently, LITRA's Production
45n.000 apparel pieces rer year is 

of 
S0% for the export market,25% for the Private sector Egyptian market and 2S% for the public

sector.
 

*This is one in a series of several small business case
 
studies currently heing prepared on behalf of the Federationof Egytian Industries and 1SAM. The information containedherein is based on actual in-depth iiterviewq(S) with key
renresentative(s) of an existin, company. 
Names have been

changed to nrotect the confidentiality of sources. 



Inconjunction with the LUBA gaiment oneration, Nour also
 
operates an import (textile machinery, yarn)-export trading
 
company which facilitates the promotlon and sales of LUBA 
nroducts abroad. Nour herself has been a consultant to 4 
public sector textile companies and sits on various boards 
and committees associated with the industry. LUBA, Inc. has
 
made a 
very good name for itself during its 1u-year existence
 
and the company continues to thrive under the Nour management.
 

KEY PROBLEM AREAS, ISUES AND COMPANY APPROACHES 

1. LABOR - Unlike many other industry producers, LUBA does not
experience significant problems with labour, productivity or the 
retention of skilled personnel. Labor turnover is less than
 
10% a year and many of LUBA's current em,)loyees have been with

the comnany for 5 years and in some cases much longer. 

Annroach - LIrBA is an extremely well-managed operation.
Finployees are trained in different aspects of the operation so 
as to permit a wide range of flexibility. The factory itself
 
is well-organized with nroduction units working cooperatively
 
and diligently. Comnany management tries to promote a sense of
"enual footing" among employees while at the same time maintaining
 
a firm management/suervisory 
very high. 

role. Worker morale appears to be 

Fmnloyees are well-paid, with longer-term personnel earning 
an average LF 500/month. 
LUBA also provides individual fringes 
financial assistance with medical bills, marriages, etc. - all 
of which contributes to fostering a LUBA "family" work environment. 
During peak nroduction neriods, Mde Nour participates directly in 
various factory activities and she strongly insists that this
 
contributes to employees' cooperation and willingness in working 
to achieve company goals.
 

Due to Nour's many years of experience, she isaware that
 
training and shortages of skilled labour nose critical gaps for
 
ready-made garment producers. She recommends the est, lishment 
of a training institute which should be hosted by the public
sector but which would actively involve the narticination of
 
nrivate consultants. Trainees should be taught various aspects

of garment nroduction and once graduated, become available for hire
 
to local factories. Nour proposed a kind of nlacement service where
by companies employing trained graduates would subsidize the institute 
for part of the training costs. The institute, in turn, would nay
the emnloving factory a certain fee if the hired erprinve terripIt,1tes
his/her employment with the factory before a specified length of 
time. 
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2. MAR!ITS/DTSTRIBIFTION - Information on the domestic ready-made 
garment industry is not readily available - e.g. According to LUBA
 
management, there are thousands of ready-made garment factories 
springing up all 
over the country vet there are no statistics
 
available on current and future demand for different products 
-
shirts, dresses, blouses, etc. by age, size, tastes, etc. 
 The
 
lack (.f hard industry data results in the current unplanned and

unfocused direction for the industry as a whole. 
Nour points
 
to the present depressed market here in Egypt and concludes
 
that the industry will continue to floumder until producers
 
are provided with better market information.
 

Approach - Having started its operation based on an exnort
 
contract, LTJA has relied very heavily on sales to foreign markets.

The company hosts neriodic fashion shows in Europe and in the U.S. 
and through these kinds of promotional activities, has been able
 
to market approximately 50% of its annual production abroad. 
 In the
 
past couple of years, however, total export sales have fallen by

about 20% which Nour attributes to depressed global market conditions.
 

For its production to the Egyptian private sector (retail

shops, boutiques), Nour states that due to the company's well
known name and product quality, retailers generally come to her
 
to buy LIBA products - i.e. the company does not have its own 
sales/distribution force 
- but rather Nour herself sells LIBA
 
nroducts through established marketing contacts. LIBA is
 
considering establishing its own retail outlet. 
At this time,

however, management views the high cost associated with key money/

store snace as a prohibitive factor.
 

3. EOUIPmENT/SPARE PARTS/RAW MATERTALS - \tost of LUBA's equipment
(apnr6-ia-te-.v 50 machih -s--Tsf rTenc--hF origin and the comnany
emnloys an Egyptian technician to nrovide neriodic serrice and
maintenance. An inventory of frequently constuned snare Parts is
kept in stock and LIMA experiences minimal problems with equipment
breakdown or machinery downtime. As mentioned earlier, ITRA 
Tradinq acts as imnort aqent for a French textile machinery comnanv

and this relationshin facilitates the nrocess of acquirin needed 
snare narts.
 

With reqard to raw materials, LIBA nUrchases fabric from
both the public and nrivate sector and inspects nurchases closely
before use. Defective material can he returned, but Your notes,

returning material to the public sector, while possible, is a
burdensome nrocess. In general, LIBA's material nurchases (narti
cularlv ood oualitv local fahric) are greatlv facilitated hv
Nour's extensive contacts with public sector comrnnies and industr,',,ncerc. 
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4. CRFIT - When LIJPh began operations, Nour accessed a 
LF 25--1h-'ne of credi, from a local Fmvmtian hank. Since 
then, the company has not borrowed money, but has been buildinQ

the business by reinvesting profits. IUJA's nlans for opening
 
a retail outlet are cuirre;itlv on hold since inmanagement's

judgment, the cost of acquiring space is too expensive inview
 
of 16-18% interest rates.
 

Knowled.eable about some of IISATD's credit nroqrams, Adel
 
Nour noted that small companies miss out - i.e., if a comnanv 
seeks to borrow a small amount - LE 10,000, for example, no
hank wants to deal with them. Interest rates on such programs 
must be lower (below 10%) to enable -small companies to meet 
scheduled loan payments. Only then, Nour says, would LIJBA be
interested in borrowing. In the meantime IJBA omers are very
satisfied with the growth and success of the company to date - a 
success which - where finances are concerned - has obviously been
 
facilitated by family money.
 

ASSOCIATION WIT1! FEDERATION: INFOPMATION/SERVICES 

Alia Nour sits on the board of the Ready-Made Garment 
Committee within the Chamber of Spinning and Weaving and is very
active on various governmental committees under the ausnices of
 
the Ministrv of Industry. LUBA benefits greatly from these 
established relationships in terms of information, but as noted

earlier, the lack of hard industry data on consumption patterns, 
present and future demand, etc. continues to pose a critical 
gap for producers. "An integrated information center is badly

needed." With regard to the Federation itself, Nour states that
 
the organization is limited inwhat it
can do for members due to
 
minimal staff and financial capabilitv and the "appointment" system

whereby some Federation/Chamber board members are totallv mismatched
 
for their positions.
 

LUA has had fairly extensive contact with the Fgvntian
Fxnort Promotion Center (FFPC) and is scheduled to be among the 
list of companies tar'geted for assistance under IPEC's new strategy

to assist selected garment producers. Adel Nour also narticinated 
in a TISAIM-snonsored seminar on "Fxport Fntrv Strategies" held
last year in New York. lie evaluated the seminar as very worth
while but added that "follow-in" seminars dealing with more advanced 
issues would be extremely usefuil. 

,'
 



LESSONS LEARNED 

LUBA, Inc. can be considered a very successful ready-made
garment company based on: 1) its ability to tap the export market 
in a significant way; 2) maintenance of strict quality control
 
standards; 
 and 3) excellent management capabilitv. Despite claims 
that she is "ready to retire," Alia Nour is the innovative and
classy force behind the company's success. Like another industry
colleague, - Ialston, (CS #4), Nour represents the ton of the
 
line in the Egyptian garment industry and reflects the kind of
 
domestic expertise which should be tapped in any broad training
 
endeavor for the industry.
 

LIKELY FuMRE CONSTRAINTS 

The short to medhimn term outlook for LIMBA is excellent.
Despite the unavailability of hard industry data, LIM1A will 
contiive to thrive  as a result of well-established contacts
 
both in Egypt and abroad.
 



Case Study # 12*
 

The Mansoura Clothing Factory 

BACKGROUND 

The Mansoura Factory is a ready-made garment operation

located on the outskirts of Maadi. The company emnlovs I5-20
 
workers and fixed assets stand at LE 25,000. Mansoura is
 
currently operating,at 90% canacity, due nrimarily to a large

suh-contract arrangement with the public sector. 'fr. Sami Nabi 
is the owner and manager of MIansoura.
 

COMPANY ISTORY AND EVOLIJTTON 

Nabi started Mansoura in 1973 with one sewing machine. 
At that time, the factory was located in downtown Cairo and
 
remained at that location until 1980. Concluding that the

downtown space was too small with no parking availability,
Nabi moved the factory to outside Maadi in 1980. At the new 
location, employees have averaged innumber between 15-20 on 
an annual basis: equipment currently includes 10 sewing machines,
2 cleaning machines and 1 cutting board. At full production,
Mansoura is nroducing monthly 5,000 women's dresses for the 
nublic sector and 1,000-1,500 dresses for the private sector. 

KEY PROBLD, AREAS, ISSIUS AND COMPANY APPROACHES 

1. MARKETS DISTRIBUTION - The bulk of Mansoura's production
(75-80%)is sold to the public sector (Ministry of Industry)
under the same type of program that the Dallas Factory (CS # 6)
participates in. For Mansoura, the contract is for 30,000
dresses during a six-month period. 

*This is one in a series of several small husiness ca.,e 
studies currently VeinQ nrenared on behalf of the Federation
 
of E.vptian Industries and IJSAID. The information contained 
herein is based on actual in-depth interview(s) with key
renresentative(s) of an existinQ comnany. Names have been
 
changed to nrotect the confidentiality of sources. 



Nabi's brother, Dawood is responsible for the sales and
 
marketing of Mansoura's production for the private sector.

Dawood works as a commission ager.t for Mansoura and several

other ready-made garment producers throughout Egypt. 
The
 
strategy is to solicit orders from various retail shops and

boutiques from the Mansoura samnles. 
 Production, in turn, is
based on orders actually received, i.e., Mansoura only produces

higher qualitv dresses if orders have been placed.
 

Problem -
Nabi states that while he "doesn't like" his

company's dependence on the public sector, it is the only way
for him to keen his factory operational for most of the year.
Without the sub-contract, Mansoura would he inProduction only

2 months out of the year. 
Thus, the government sub-contract is

the only way to "stay busy". With regard to dresses being
produced for the private sector, Nabi is unwilling to asstuMe
the risk of not being able to sell the goods and this is why
Production is tied to firm orders. 
He Points to the uncertainty

and upredictabilitv of the ready-made garment 
 industry in Egypt
and concludes that the marketing of his Products is his primarv
onerating constraint. 
fie does not have the financial canabilitv
 
nor the inclination to onen his own retail outlet, nreferring

instead to concentrate his efforts on Production.
 

2. LABOR - Most of Mansoura's emplovees come to Nahi untrained.
inunf--a counle of years ago, the owner had rather serious

problems with 
 labour turnover, a problem which he attributed to
emigration to neighboring Tran, Libya and Saudi Arabia.
 

Anproach - Labor turnover has now levelled off, partiallyas a tesultof the closing of labour markets in the countries iustmentioned. 
Nabi claims that he has a good relationship with his
emnlovees and knows how to "handle" them well. Factory conditions,
however, are very poor - unorQanized, dirty and cramned. Anroxi
mateiv one-third of Nlansoura employees are nuite youn'g (below 16years of age) and in comparison with other Producers, monthly wag'aesannear low. 
 Two women who are the highest producers - over 1,000dresses a month - are making less Than LE 150 a month. Nabi sayshe trains emnloyees about the imnortance of cleanliness, etc. hut
 
itdoes not annear that much Progress has been made in this regard.

Finished products are dirty.
 

The owner isnot aware of any training nrogramis provided

locally for ready-made garment Personnel. Ile would like to see

the public sector hegin to host such training activities, but
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insists that the training must be on-site since he cannot afford
 
to let employees spend time away from the factory. 
Nabi also 
recommended that if such training were provided,some type of 
contractual agreement must be signed and adhered to by benefitting
 
employees.
 

3. RAW MATERIALS - Like the Dallas Factory, the fabric for 
ansoura's public sector production is provided by the public


sector textile companies. )or its private sector nroduction,

Nabi purchases imported raw materials through black mnarket
channels in Port Said. Citing the example of silk - which costs
LE ll.00/mtr ifpurchased locally and LE 5.00/mtr if nurchased 
from the black market, Nabi points to the economics of the 
situation as justification for current material 

5-7 years old. Maintenance 

nrocurem1 ent 
methods. 

4. MAQITNERY/EQJIIPMENT/?4ATNTENANCF/SPARE 
Mansoura's equipment is of Japanese origin 

PARTS 
- ,cki 

- Most of 
- and approximately 

is provided twice weekly bv a local
technician and to date, the factory does not experience any problems
with maintenance nor the acquisition of needed snare parts. Nabi
 
anticinates, however, that he may have problems in the future

(particularly with spare parts) and he doesn't know how he would 
address such problems. Information on the source and supply oF ;nare 
parts is not at Nnhi's disposal. 

5. CREDIT - Nabi has never borrowed money from the Egyptian banks 
but has nreferred instead to take a step-by-sten annroach in building
his business. fie insists that even if bank credit were available at 
a 1% interest rate, he still would not borrow money because he is

umcertain about the market. A bank loan would require regular
monthly payments qnd Nabi is not confident that he could meet a
fixed loan rena.ment schedule. The owner would like to huv some 
new machinery but the only satisfactory credit arrangement would
be if the lending bank accepted finished goods in lieu of cash 
pavment. 

ASSOCIATIONWTIM1 FEDERATION/INFORMATION SERVICES 

The Chamber of Spinnin-. and Weaving has organized a trin for
members to an international exhibition in Germany later this month.
Nahi will be particinating and he views the Chamber's efforts in
this regard to be very worthwhile. Hie does not receive the Chamber 
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newsletter* and states that the newsletter is geared to the
 
textile - not ready-made garment sector. In Nabi's opinion,

the Chamber's role as a service organization would be greatly

improved if the Chamber played a direct or intermediary role'
 
in purchasing imported raw materials which in turn, could be
 
supplied to local producers. With regard to information, the 
only items Nabi receives (on an annual basis) are a couple of
 
German and French fashion catalogues which provide him with 
ideas for new dress designs. 

LESSONS LEARNE.D 

ansoura is indicative of many private sector garment 
companies which, in the absence of a public sector sub-contract
 
relationship, would probably cease to exist. Such companies
 
suffer substantially from the lack of hard industry data and in
 
the words of LIUBA's owner (CS #11), they're "floundering." 
Uncertain about the market, including nresent and future consump
tion and demand, these companies, while desirous of factory 
upgrading and improvement, are unwilling and/or unable to assume 
the corresponding financial risks. The imperative for Mansoura 
and the industry as a whole is to make available a wide range of
 
statistics and data on the ready-made garment sector so that
 
producers can begin to plan futures based on reality rather than
 
hanhazard guesses.
 

LIIKLY FTMFE CONSTRATNTS 

Like the Dallas Factory, Mansoura's existence is contingent
 
on its public sector sub-contract relationship. Given the Mansoura
 
Company's current limited efforts in sales and marketing and lack
 
of knowledge about the direction of the sector as a whole, cessation
 
of the government sub-contract would undoubtedly render ansoura's 
continued existence unlikely.
 

*Tn a meeting with representatives of the Chamber of Spinning and
 
Weaving the field team was told that all members are sent a cony
of the Chamber's monthly newsletter. A second document, a company

information sheet was sent out to all members in late 1982 with 
responses coming back to the Chamber in 1983 and 1984. Both of 
these documents are heina referred to in the focus interviews with 
ready-made garment producers in an attemnt to get some feedback on 
the Chamer's outreach canacity, the effectiveness of the informa-
Lion heiTn disseminated, etc. 



Case Study # 13* 

TNSTANT DESSERTS, SWEETS I"ND SPECIALTIES CO. (IDSSC)* 

BACKGRO UD 

The founder and head of this fanily-owned company bought a
 
sweet shop from a Greek in 1966, in downtown Alexandrii. fie paid

5000 LE for the shop, then bought the real estate for 25,000 LE
 
in 1970. Fverv two or three years he had added new nroducts to
 
his line and added floors to the building to accommodate the fac
tory and warehouse space. At present, his sales are approaching
 
1 million I.E.
 

COMPAI)NY HISTORY AND EVOLUTION 

The founder and head of IDSSC is Mr. Mohamed Abi. lIle 
nurchased the shop in 1966 and has since constructed a multi-story
building, floor bv floor; total investment in the factory is one 
half million Egyptian potnds. Mr. Abi started the factory based 
on his belief that the Egyptian housewife wanted ready-to-prenare
 
and in some cases instant drinks, desserts and specialties in
 
small packages with instructions on how to nrepare these products. 

The total capacity of the plant is about 500 tons/year and
 
the presently used canacity i; about 50%. The products are all 
mixed dried products packed in sizes starting from 10 to 50 gns
and going up to 1 kilogram. The products include instant vanilla 
and chocolate drinks, ready-to-nrepare custard Puddings, gelatin
flavored desserts (jelly crystals), dried bean flour, small nacked
 
spices, corn flour, and baking nowder. Considerable hand labor
 
is included inmixing and packaging. All products are for domestic
 
sale but some gelatin desserts (less than S.) have been exported to
 
Greece and neighborinr Arab countries.
 

KFY PROBIRI ARFAS, ISSU S AND C.MP.NY APPROACFS 

1. LABOR - Renuirements are 30 women and 1.0 men. 'fr. Abi reports 
no si nlficant problems with labor as he nays very well: 100 LE/month 

*This is one in a series of several small husine.s case
 
studies crrently being nrenared on behalf of the Federation 
of Fgarntian Tndiistries and 1JSATD. The information contained 
herein is based on actual in-death interview(s) with key 
renresentative(s) of an existing comnany. Names have been 
chnnoed to protect the cnnridetinlitv of sources. 
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for women and 150 L/month for men. Women are nrimarilv involved
 
in mixing, filling and packaging work and men do heavy nhysical
 
labor.
 

2. MIANAG.NT - Mr. Abi is the owner and general manager and over
sees th- operation by living in an anartment on the ton floor of the 
factorv. nne nerson acts as the comnany accountant and nroduction 
manager; another as sales manager, with an additional staff of 6 
nroduction neonle and 6 in sales. 

3. RAW MATFRIALS - No nroblems were renorted with domestic sunnlies 
and ingredPents.Princinal nroblems do exist, however, in obtaining
good paper, imnorted printed paner, metal cans and boxes and gelatin

from Eurone. Mr. Abi spends 5 days per month in Italy, France and 
Greece - identifving sources of nackaqin- materials and soliciting

ideas on new products.
 

4. TECHNOLOGY - IDSSC's mixing eauirment designed by thewas 
owner an -issimilar to overseas stainless steel motor driven units.
 
Packaging is almost entirely done by hand, filling envelones (usually

manually stapled),check-weighing, nlacing them in small nrinted 
cardboard nackaqes, assembling the nackages and shrink wrapninQ
 
a large number in plastic over wrans. 

Operations are auite sanitary by FEyntian standards. Pro
ductivity could be increased by purchasing filling and sealing
 
equipment but it would have to have interchangeable parts to 
accomnodate various sizes. Fngineerinp,time studies, including
study of down time to change sizes and nroducts would have to be 
made to see how soon the imported enuinment would pay off. 

S. CREDIT - Abi has attemnted without success to access hank 
credit. Tvo years ago, he sought a 59,000 TN loan from the 
Development Tndustrial Bank (DTB). In return the DIB required
Abi to put his entire factory un as collateral - which nromnted 
Abi to walk away. He also tried to borrow funds under one of the 
World Bank's credit nroqrams. After snending I'N years on a loan 
annlication nrocess - again Abi pave tin. The owner would like to
buy some new equinment and is seeking, a solution to his finance 
problems. He notes, however, that current high interest rates
 
are nrohlematic. Working canital requirements of the covnanv are
 
100,000 I.E which isobtained through on-goinF sales revenues.
 

6. IARKRTT.NG - TDSSC's nroduction is tied to orders. The 
comnanv d-6e-s not qdvertise to nromote its nroducts but relies 
instead on its own sales force which travels throuLhout R.PyMt to 
market and distribute the company's nro(hucts. Abi noints to the 

http:IARKRTT.NG
http:MIANAG.NT
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good name he has established in the market as the basis for
 
TDSSC's continued success.
 

7. rVERNTTW/RFn LATORY - Two major problems with government
regulatory autE,3-ities were cited by Abi as on-going constraints.
 

1) Current policies of the Tmnort Rationalization Committee
 
require producers to apnly for import permission each time 
an order is required from abroad. This nolicy costs
 
nroducers like Abi considerable time and monoy as he is
involved in several different types of products. Currently, 
a proposal has been submitted to the Comnittee which, if app
roved, would allow nroducers to import needs on an annual
basis. 
The Chamber of Food is supporting this prop6-s"a-nd

Abi strongly insists that the policy as it currently stands
 
is killing food producers because by the time nermissions are
 
obtained (often 2-3 months), the season isover.
 

2) When Abi wants to import a ce-rtain item, he must obtain a 
letter from public sector authorities which states that even 
if the item is currently being produced in Egypt, domestic 
production is not sufficient, therefore, IDSSC should be 
allowed to import this item. Abi claims that even in caseswhere domestic production is not sufficient, it is extremely
difficult and sometimes impossible to get nublic sector 
officials to acknowledve this in a written document. 

ASSOCIATION WTTI IF.PEPATTN: INFOPVATTON/SERVICES 

IDSSC receives no assistance from the Chamber of Food; Abi
relies on his own contacts and neriodic travels to Furone to obtain
needed marketing information. The Fede'-ition office which is 
located in Alexandria serves as the headi, irters of the Cei ealsChamber and as such, Abi rennrts that little or no assistance is
nrovided to food nroducers. The (hamber of Food could improve its
effectiveness if it were able to provide Abi with information on 
raw materials, new technolor, and credit assistance. 

LESSONS LEAR\ED 

At this staue of its develonment, Abi is nmninQ a fairly
successful operation. Annual sales have qrown a rather healthyat 
nace and the comnanv annears to he well-mananed. The nresent
onerating capacitv (5.0%), is ofhowever, reflective some deficiencies
in the area of technology and perhans marketing. virtualThe absence 



of delegation within the comnanv, coupled with the time Abi must
 
spend on matters of government repulations and redtape also affect
the company's overall production activities. The ability of the
company to access credit may in large part determine the pace at
which Abi 
can improve and expand his operation. 

LIKELY RTIJRE CONSTRAINTS 

To exnand its present market and/or product lines, includingfurther penetration of the export market, IDSSC will need variousforms of assistance - credit, technical and marketing. 



CSNo. 14*
 

THE HAMANA COMPANY
 

BACKGROUND 

The Hamana Company is an industrial firm which produces gas
cookers for residential use. The Company is located in 
Alexandria and has been ir production since 1966. Initial fixed 
assets were approximately LE 5;000; current fixed assets are now
 
over LE 500,000. Hamana employs 200 people and is currently
operating at 50% capacity. The company is a family run business,
owned by the father Asraf Hamana and jointly managed by the 
senior Hamana and his two sons, Mohy and 
Adel.
 

COMPANY EVOLUTION AND GROWTH
 

Hamana entered into business in 1946 and was initially

producing steel 
furniture for office and residential use. In

1966., production was changed to gas cookers - originally 2 and
1/2 burner cookers and since 1976, Hamana has also been producing

a 4-burner model.. Current production capacity is approximately
 
3 00,cookers 
per year; due to depressed market conditions and

first quarter 1985 economic policy which halted the company's

flow of raw materials, Humana is operating at half capacity.

Company owners are aware of 
the need to upgrade and modernize
 
existing production - either through a joint venture or licensing
arrangement with a foreign company through theor provision of
local technical assistance; efforts to date in this regard.
however, have proven unsuccessful. 

* This is one in a series of several smal l business case 
studies currently being prepared on behalf of the Federation 
of Egyptian Industries and USAID. The information contained 
herein is based on actual in-depth interview(s) with key
representative(s) of 
an existing company. Names have been
 
changed to protect the confidentiality of sources.
 



EY PROBLEM AREAS ISSUES AND COMPANY APPROACHES 

1. Training/Technical Assistance- Desirous of improving
upgrading existing production, Humana sought the assistance ofEIDDC - ITAP to: 1) cooperate in producing different types ofdies; and 2) work on a.design for a new model. Mr. Humana hasnot received any assistance or cooperation since he firsttalked to EIDDC officials 6-7 months ago. 
 Regarding the desig
assistance requested, EIDDC reportedly asked for 
an LE 3,000 f
which Humana considered exhorbitant and totally unreasonable.
The owner 
is obviously bitter about his company's interaction
with EIDDC and is now seeking a foreign partner who could eith
take an equity position in the company or 
provide technology
transfer through 
some kind of 
technical assistance agreement.
 

2. Credit: In the first few years of operation (1966 - or
Humana based production on 
orders received. Once an was
order
placed, Humana required a 10% downpayment 
from the customer wh:
in turn was used 
for working capital purposes. This arrangemenl
enabled Humana to build 
the business without accessing bank
credit. At present, Humana does not 
enjoy these same facilitiE
from customers and has instead 
relied on a short-term credit
facility from the DIB. 
 Pointing to USAID-sponsored credit
programs, Humana insists that 
the stipulation requiring borrowE
to purchase American-made equipment is 
a major constraint forsmall and medium-size businesses since in 
general, similar
European-manufactured equipment 
is much cheaper.
 

3. Markets: Most of Humana's production is geared for 
the
Alexandria market, although sales to various wholesalers result
in minor penetration of 
the Cairo market. Approximately 
5% of
production is solo 
to the private sector (retail shops and
wholesalers). 
 Humana states that 
his company has 10-12% of the
Egyptian market for 
gas cookers, although demand in 
the last 8months has declined. Production remains tied 
to customer order
and occurs in batches on a 15-day cycle. 
The cessation of need
raw material inputs in 
the first part of this year has also
hampered production activities.
 

Currently, sales revenues 
are on hold 
as over 500-800
cookers await certification by the General 
Organization for
Standardization. 
 At the time of our visit, Humana had been
waiting for 
10 days for the arrival of the governmenL inspector,
When he is going to arrive, noone seems 
t:o know. The owner wouJ
like to begin eporting but Feels that the sophistication of 
hi

products must be improved if they are to 
be competitiye and
 
attractive in overseas 
markets.
 

The factory (approximately.2,500 sq. mtrs.; 
Sis divided into
 
4 major areas:
 



a) Ground floor (largest area) which houses 2 large hightemperature ovens for 
enameling and drying; 
2 state-of-the-art
high tonnage press machines and several 
older cutting machines
 
for sheet metal;


b) 2nd floor primarily used for manual 
assembly 
of cookers;
c) 3rd floor - used for torch-welding and touch-up

painting; and
 

d) 4th floor - storage of finished goods.
 

Factory lay-out could be improved, particularly on 
floors 24 so that finished goods don't end Lip 
on 
the top floor of the

bui Idi ng.
 

Heavy machinery (e.g. 2 
- 200 ton ovens, etc.) presses, high-temperature
are for the most part of 
German and Italian origin.
Italian presses are 
fairly new and all 
foreign machinery is
imported with additional 
spare parts. 
 An Egyptian technician is
on call 
for major equipment repairs with factory skilled labor
handling routine service, maintenance and minor 
repairs. The
factory is subject to 
frequent electricity outages and 5 years
ago, a back-up generator of Czechoslovakian origin
Due to extremely high was installed.
levels of 
electricity consumption, however.
there continue to be 
some problems in 
this area.
 

5. Raw Materials:glass, aluminum, copperPrimary production inputs
(all domestic) are chrome,
and stainless steel
(imported). 
 The company has established relationships with
number of a
suppliers in Cairo and Alexandria and purchases are
based on 
samples, price and delivery times. 
 The same is true
the imported stainless steel. 
for
 

6. Labor: Humana reports 
a 30% labor turnover rate and 
ongoing problems with worker absenteeism Noting that 
"young people
don't want 
to work hard, " Humana says he must constantly "push'
employees; rewarding them for 
a job well 
done and punishing themwhen they perform poorly. Wages seem 
somewhat 
low, aver-aging LE
100/month for- semi-sil.::i].ed labor. 

The factory itself 
is a bit dirty but
satisfactory. worker morale appears
The owner s brother 
is the factory supervisor and
this apparently helps 
to mai ntain firm management cont rol. 

SSO. g-.o J!.....,wI TH EE..'E,!: _TION._ :INFORNP rl Ol1/ sE-P TICES 

Humana reports that the Chamber of 
Engineering has been
helpful in solvino few ofa the company's problems but, 
 or the
most part, the company "makes its own 
solutions.
" Humana says he
gets infor-ma Lion about the market and wh at
doing from the Mini strv 
o:her producers areof industry and his 
own customers and
does not have any par- iculI ar need fcr .i n formatni on o"Chamber. the
Hle woul1d 1like, however, the Chamber to assist him in
accessJ ng technical 
ass:i stance 
or faci.ttati ng contact f:o

:2ossible 
forei gn cooperation. 

http:semi-sil.::i].ed


LESSNS -ERNED
 

While the Humana owner
successful, characterizes his company as
it appears that 

ones in 

the next few years will
terms of be critical
the company's future course.
declined in the past Product sales have
few years
threatens Humana's current share 
as 

of 
stiffer market competition
 

well the market.
aware of The company is
the need to improve product quality, but efforts to
date in obtaining technical 
assistance have not
results. produced concrete
In its favor is an experienced owner wiiu is assisted bytwo young and energetic 
sons.
 

LIKELY FUTURE CONSTRAINTS
 

The inability to upgrade existing product quality would
likely result in 
a 
continued deterioration of
share. Humana's market
The infusion of 
technical 
assistance, coupled perhaps
with 
a more 
aggressive marketing policy is imperative for this
 company.
 



CSNo.15 * 

YOUNGSTOWN STEEL COMPANY
 

BACKGROUND
 

Youngstown Steel is headquartered in old downtown Cairo with
 
its primary factory building located in Mokatem City. 
 The company

is currently producing 140 different kinds of stainless steel
 
products (bowls, trays, plates, teapots, etc.) 
and is operating

at close to full capacity. Initial fixed assets of 
the company

(1972) were less than LE 5,000, a figure now towhich has grown

over LE 500,0O00. Youngstown employs 60 people, of 
which
 
approximately one-fifth are skilled technicians. The

owner/manager of Youngstown is Mohamed 
 Mousa. 

COMPANY EVOLUTIONNDGROWJTH 

When Mousa started his business in 1772. production was
focused on copper wires for the local market (plumbing,
electrical uses, etc.). 
 At that time, copper wire was in short

supply due to high consumption by the Egyptian army. To begin
production, Mousa needed a piece of 
equipment which at that time
 
cost LE 22,000. Unable to afford purchasing the equipment. Mousa
"made" his own machine and proceeded for the next 4 years to
produce copper wires. Profits 
 from this production line enabled

Mousa to purchase a small piece land
of and buy some additional

equipment to commence production of steel
stainless products.
Since 1977, Youngstown's production has risen rapidly to a
 
current annual processing volume of over 400 tons stainless
of 
steel per year.
 

Mousa would like to expand and consolidate his operation
(one small building - approximately 200 sq. mtrs. is located in

old downtown and another (approximately -j..000 sq. mtrs. is 20
kilometers away in Mokatem City), buL due to the lack of indus
trial sites and the high cost of larid, the owner must continue 
with his operation as is for the time being. 

. one aThis is in series of several small business case
sfudies currently being prepared on behalf of the Federation 
of Egyptian Industries and USAID. The information conta:ined
herein is based on actual in-depth interview(s) with key
representative(s) of existingan company. lames have been 
changed to theprotect confidential.ity of sources. 



KEY PEMAREAS ISSUES AND COMPANY AFPROACHES 

1. Credit: Six, months ago, Mousa finally succeededobtaining an LE 2u0;000 loan 
in

(5 years at 18% interest) from theDevelopment Industrial 
Bank (DIB) to finance the importation 
o
high-tech equipment 
from Europe. The loan application procecs
dragged on 
for 18 months and cost 
the company considerable timE
and money. Mousa maintains that he had 
to "fight" to get the
loan and 
it is clear 
to him that a producer "must know somebody
if he is going to be successful in dealing with a bank like thE
DIB. To obtain the loan, Mousa was required to put Lip his entifactory (including equipment) as collateral. This was the firstime Mousa has accessed bank 
credit and he admits that because
his inexperience with 
the banking system, he 
"lost his way;" a
second attempt to borrow money might be easier. In general,
however, the owner feels quite strongly that complicated loanprocedures are "killing small businesses." 

More problematic for Mousa is his inability toborrow money to finance the importation of raw materials. He ha
tried unsuccessfully in the past 
to import raw materials direct
- but due to a lack of working capital - has had to rely onpurchasing needed raw materials from local 
import companies/
suppliers  an arrangement that 
is more costly to Mousa sincelocal supplier adds a commission 
tf 

on every materials order. 

From a marketing perspective (particularly the expc tmarket), Mousa points to his inability to buy dollars at theofficial rate as a major impediment to export competitiveness -i.e., If the world price of stainless steel is US$ 1,900 a ton'the final cost to Mousa is much greater (e.g. US$ 3,000) becausEof the exchange rate differential. Coupled with shortages ofworking capital which force Mousa to go through middlemen,Youngstown at this time is unable to compete in neighboringmarkets. Thus, Mousa concludes, if he were able to obtain rawmaterials procurement financing at official rates of exchange, hcompany's ability to expand and compete in the export arena woul

be greatly enhanced.
 

2. Markets:: Currently, all of Youngstown's production is fethe domestic market and 75% of total production is marketeddirectly to 3-4 public sector department stores. The remaining25. is sold directly to consumers through Youngstown"n retail
outlet located in mid-town Cairo. Mousa 
 states that pricescharged to both publ:ic: and private sector customers are theand samethat overall, his prices are .0% less than prices for simi.1ai
imported products. 

While demand for Young stowr,:'s products has been good and onthe increase (although no S.ecific data or statistics are atMousa' s di sposal ), the owner acknowl edges that Young stownl mustbegin to export .if the company is to survi ve. Due to currentcomplicatd e:port procedures and the inab:li tv to purchasedollars at official exchange rates, however, lousa states thatwill not expand nor think about exportirig 
he 

until the countrv's 



export problems are resolved. He is unaware of services and
assistance provided by the Egyptian Export Promotion Center and
states that he cannot pursue investigation of such institutions
 
until larger export-related 
 issuma are resolved. 

_Macinery/E Pnen 
 reParts: Youngstown's machinery

and equipment can 
be classified into two categories:
 

a) low-tech - e.g., hand-press machines primarily of Russian
 
origin; and
 

b) high-tech equipment originating from Eastern Europe

(Czechoslovakia, Poland, East Germany), 
West Germany,
 
Italy and France.
 

The recently secured DIB 
loan will financ s West German
 
(Hermann) high-freouency brazing machine and 4 
Italian-made

(Mapos Italiana) cutting 
and polishing machines. 
 The Russian and
East European equipment was purchased from the local 
market and,
according to Mousa, at 
the lowest prices available. The purchase

of 
the high-tech West German equipment ,has been facilitated by an
Egyptian import agent who represents several West German
 
manuf acturers. 

Youngstown technicians (12), including Mousa himself,

service and maintain the low-tech equipment and also produce 
some

needed spare parts in a "workshop" section of 
the factory. For
the high-tech equipment, Mousa is first trained by the equipment
manufacturer on maintenance and servicing and this knowledge isin turn transferred to 
other company technicians. When the
 most recently purchased piece of equipment arrives 
from Germany,

it will be installed by a German engineer. If major probems

develop in the future, Mousa can telex 
the equipment manufacturer
 
who will send a technician to Egypt to resolve the problem.
 

In general, Mousa prefers to deal 
with European equipment

manufacturers due 
to factors of proximity and suptier

responsiveness to maintenance and service needs. 
 The company
might be interested in U.S. - manufactured equipment and/or
materials but 

raw 
they have no contact or information on American
 

companies and 
do not know how to i nitiate such contact. 

4. Labo E : The Youngstown Company is currently at full
production and minimal problems are reported with regard to labor
turnover. Based on observations from visits to the factory (2locations) and the company reLail outlet, employee relations 
appear very good and the owner Mousa is well--respected., Skilled
technicians are well paid (approx imatel,- LE 400/month) and Mousahas in place a training pro,gram for new hires with 3 areatechnical schools. UnJer this program, students (15 ,years of ageon up) spend 4 days a week in practical on-site training in theYoungstown factory and 2 days a weel: atLending academic classes.
The students are paid a mi niimal wage (80 pt. "day) p].us food,transportati on and addi ti onal mi scee l aneous e::: penses. Oncetraining and academic requirements are completed, Mousa offers
the graduate a full-Lime posiLion with the company. 



ASSOCIATION WITH FEDERATION INFORMATION/SERVICES
 

Youngstown's membership in the Chamber of 
Engineering has
been very helpful, particularly in 
the 
area of providing
assistance with various exhibitions (e.g.,
fostering the concerns of 
Cairo Fair) and
 

speaking out 
private sector producers (e.g.,
behalf of producers in
on 

the first quarter of
against former Minister of 198

Economy Mustafa Said's economic
"disaster.") 


Chamber can 
Mousa believes that the most effective role the
play is that of intermediary between private sector
producers and government agencies. 
With regard to information,
the company has established supplier relationships in
(primarily European) place


and thus relies on 
its own sources 
to obtai
the best prices for imported stainless steel.
to see the Chamber import 
Mousa would like
 

raw materials for 
its members but he
does not believe it 
is possible constraints on 
due to various operational
the Chamber. More appealing to Mousa would be
assistance in 
obtaining finance for 
raw maturial purchases.
 

LESSONS LEARNED
 

The Youngstown Steel 
Company has 
come a long
start as way since its
a small workshop with 
one home-made piece of
The growth of equipment.
the company, 
its continuous upgrading,
increasing emphasis on 
and its


product quality and 
improvement
reflective of are
the innovative and entrepreneurial

Youngstown owner, talent of the
Mohamed Mousa. 
 His willingness to
cumbersome process of 

endure the
accessing bank credit 
is likewise
indicative of 
the company's desire for 
improvement and
modernization. 
 Though Mousa is desirous of additional
credit, it appears he does not 
bank
 

clearly understand banking
policies/regulations regarding 
the acquisition of debt at ay

given 
time. Finally, the company's approach to
activities vis-a-vis area 
techni cal labor and training
schools has produced very
Positive results and provides Youngstown with 
an on-going supply

of labor.
 

LIKELY FUTURE CONSrRAINTS
 

According to Mousa: 
demand for Youngstown products has been
good and continues to increase. 
 This however, 
is a perception
"feel" or
for the market and 
is not
company's per-centage share of 
based on actual figures re his
the market. 
 There
producers of stainless steel 

are other larger

prod-ts in, Egypt and
companies' grow and e'xpand, 

as these
 
Youngstown Steel 
will be fac:d with
increasingly stiffev- competiLi.on 
in 
the local market. Tappi ng
the export market might represent a logical
but due move for the company,
to various factors 
mentioned above, the owner does notvjew this strategy as a feasible option atL this time.
 

/
 

http:competiLi.on


CSNo. 16* 

THE ORABA COMPANY FOR WIRES
 

BACKGROUND
 

The Oraba Company for Wires is located an
in industrial
 
section of Cairo. Started in 
1974, Oraba produces numerous types

of wire, nettings, and 'eavings. Initial fixed assets of the
 
company amounted to LE 200,. )00,a figure which has now grown 
to
 
over LE 2 million. A rimbination of 75 skilled and 
semi-skilled
 
laborers are 
employed by Oraba which represents a doubling of
 
employment numbers since the company started operations. Oraba
 
is family-owned and managed principally by the father, Sayed

Oraba who has a degree in accounting and his oldest son, 
Nasser
 
who graduated 3 years ago with 
a degree in business
 
adminsi strati on.
 

COMPANY EVOLUTION AND GROTH
 

Oraba's history and evolution is extremely interesting as it
 
centers around 
one man's struggle against the Egyptian government

bureaucracy and his eventual 
success in turning his company into
 
the major and only private sector producer of wires. When
 
attempting to construct 
his factory in 1974, Oraba was 
unable to

purchase needed construction materials from the public 
sector so
 
he proceeded to buy needed materials from the black market and
 
whatever was available in the private sector. 
 After production

commenced, the Egyptian goverment continued to 
allow importation

of 
wires which eventually resulted in a "show-down" between (raba,

import authorities and local 
banks (See Credit section). In
 
1991. after 
years of struggle, the Government restricted the
 
importation of 
finished products Oraba was producing. These
 
actions subsequently opened the national 
Egyptian market for
 
Oraba to a point where today, Oraba dominates the Egyptian market
 
in the production and sale of wires.
 

* This is one in a series of several small business case
 
studies currently be:i.ng prepared 
on behalf of the Federation
 
of Egyptian Industries and USAID. 
 The informaLio con Lained 
herein is based on ac:ual in-depth interview(s) wsith I::e,, 
representati,',e(s) cf an 
exisLing companv. Names have been 
changed to protect the conf ident:ality of sources. 



KEY PROBLEM ARES ISSUES AND COMPANY APPROACHES 

I. Credit: In 
1978, Oraba borrowed US$ 1 million (at 9%interest for 
5 years) from the Development Industrial 
Bank (DIB
under a USAID-financed credit program. 
At that time, imports ol
wires were permitted, thus limiting Oraba's ability to sell
finished products in 
his
 

the local market. In 1 
 9, payments on thE
loan stopped 
as company money increasingly became tied up 
in

unsold finished goods.
 

Appoch: 
When asked how he survived, Oraba responded that
after the DIB foreclosed on 
the loan, he convinced Bank official
that repaying the loan 
was beyond his control - i.e., 
his factor
was productive, finished products were the proof 
and his probleff
centered on 
the company's inability to sell 
in the local market
because of 
heavy import domination. Through a series of
"personal" contacts 
and much "fighting," 
 Oraba finally succeede
in getting the government to 
change its import policy regarding
wires. 
 Sales of Oraba products soared and the 
loan to the DIB
was eventually repaid 
(late 198"I). 
 Oraba has since borrowed
US$500,00 from the African 
Development Bank at 
16%"for 5 years t
finance the acquisition of 
new equipment.
 

2. EgLhipment/Machiner2-
 The majority of 
Oraba's equipment i
of West German and British origin. The owner travels to Europe
regularly and has established relationships with European
suppliers. 
Spare parts availability and corresponding costs 
are
an on-going problem for Oraba with the 
owner statinq that some
spare parts from Japan, for example, cost 
more than the original
price of the equipment itself. 
 Citing another example - an
equipment manufacturer that 
sold 10 machines to Oraba went 
out o
business last 
year;  to address the problem, Oraba is attemptinc
to 
make some spare parts in its own factory. Minor repair and
maintenance are handled 
by Oraba himself who claims he knows
 
every machine "inside and out."
 

3., Labor: Oraba cites the usual problems of skilled labor
shortages and emigration to neighboring Arab countries.
experiences high labor turnover (40-50%) and 
He
 

absenteeism and
maintains that his workers must be closely supervised all 
the
 
time.
 

Apyrncggh -
 The Oraba factory is poorly organized, dirty and
noise levels are extremely high. Workers do not 
use any

protective devices for- ears 
or

employees "get used 

eyes and the owner claims thatto it" after a day. 
Oraba insists that the
hiring of skilled Ibor at 
good salaries poses a problem because
existing employees in 
turn demand an increase in their
sal ari es. ownApprox i mately hal f of firaba" s employees are female as
the owner beli
eves tha females.are 
more productive and
dependable. "They kn,
ow4they (females) only have a few 
c od years
left (before marriage) and 
they make tle best of them." Youngmen, on 
the other hanId, "have girls andfTn on 
their mind" and
are more 
lik.el y to cIhange p, si ti nrs .freLLuently. Oraba has also 



tried to train young boys on 
an ad-hoc basis 
- but apparently
illegally  as Social 
Insurance and Welfare authorities have
intervened 
to ensure compliance with government laws.
concludes that his life would be a 
Oraba
 

lot easier if he could import

laborers from Korea.
 

4. Raw Materials: Only one 
kind of 
raw material for the
production of 
wire is available in 
the local market and that from
the public sector under quota restrictions. 

materials must be imported and Oraba points to 

All galvanized
 
extremely long
delays in acquiring import licenses 
(2-3 months) which in turn
slow factory production. 
 He claims that 5-6 months have been
required from time to 
time 
to process one document alone.


I'm a fighter," the owner concludes. 
"But
 

5. Markets: As mentioned, Oraba is the major private sector
producer of 
wires and current annual 
sales approach LE 2 million.
The factory is at 
full production and Oraba is planning to
openations in expand
a building located 
next to his present factory.
The company exported a 
small amount of finished goods to
Sudan a couple of years ago but 
was dissatisfied with 
Sudanese
insistence on 
a barter arrangement, 
 Since the local market is
consuming all 
of Oraba's productior,, the owner 
is not interestedin 
pursuing further export opportunities at 
this time.
 

ASSOCIATION WITH FEDERATION: INFORMATION/SERVICES
 

Oraba insists that 
the poor ly staffed and low-budget 
status
of the Chamber of Engineering renders it 
useless to go the
Chamber for 
assistance. 
He acknowledges that the current Manager
of the Chamber tries his best -"but 
as one man, what 
can he do?"'
Oraba has attempted to cooperate with the Chamber on
occasions 
 a few
(he responded to 
a recent Chamber request 
to members
on estimates of 
their raw 
material requirements, and sent 
a set
of recommendations to the Chamber 
three years ago regarding the
industry in general) 
but has become disenchanted about the
Chamber's corresponding follow-up or 
lack thereof. Uraba points
to the structure of the Federation and concludes that the
continued heavy influence of 
the public sector 
on the Federation
and Chamber boards prohibits the organizaLion from becominq 
a
vehicle for promoting private sector 
interests.
 

With regard to information 
(new technology, equipment
supp!iers, etc., 
Oraba goes 
to the commercial offices of
embassies here in Cairo and 
foreign


insists the 
 have the best 
and most
reliable information around. 
 Through his constant travels to
Europe, Oraba has also built 
established relationships with
international 
equipment and mater:ial 
suppliers.
 



LESONS LEARNED 

,n one important respect., Or-aba
Successful can be considere.d a very
company due to

policy - which in turn 

its ability to influence government
pirciuced an idealOraba. market Situation for
The company owner 
is obviously a 
skillful negotiator
evidenced by his ability to convince the DIB to 
as
 

money. "wait" for their
Mr. 
Oraba complains aoout many things 
- government
hassles, import red-tape, lazy workers, inactive service
organizations 
(e.g., Chamber), etc.

point that in 

but it is obvious at this
terms of 
market position, the company is 
"sitting

pretty."
 

LIKELY FUTURE CONSTRAI NTS 

Oraba does not 
appear to be 
a particularly well-managed
company with owners' attitudes towards labor
insight reflective of poor
into labor motivation and productivity. The problem does
not appear 
to be pressing at 
this time, presumably because of
Oraba's heavy penetration of 
the market, i.e.,
w°o;thwhile competitors, there is little pressure 
in 

on 
the absence of 

to improve productivity. the company
A threatened marketundoubtedly necessitate greater emphasis on 

situatijn would 
productivity


improvement.
 



CASE STUDY 17 * 

NILE DELTA FROZEN FOOD COfPANY 

BACKGROIND, 

The Nile Delta Frozen Food Company (NDF), located near
 
Alexandria, packs 21 seasonal ve.etables from June through 
Sentember and marine nroducts from November through February. 
Export marketing was the initial goal of the owner-manager, 
Saved Hamdi, but now about one third of the companv's Production 
is being sold in ERgpt through Alexandria supermarkets. Initial 
fixed assets in ecuipment and machinery were LE 150,000; LB 100,000
 
in the factory and LB 250,000 for land. The current market value
 
of the land is annroximately LE 2.5 million. Working capital is
 
estimated at LE 150,000.
 

COMPANY EVOLUrION AND GROMI-

Mr. Hamdi started NDF in the fall of 1975 based on his
 
belief that there was an export market 4or quality frozen
 
vegetable products inArabian countries and overseas diplomatic
 
customers in Eurone. lie thought they would especially want 
oriental vegetables. Over 20 different Products were on his 
sales list and about one third were oriental varieties. Results 
to date have been very disappointing. The maximiun seasonal 
Production canacity is 710 tons per year; current production is 
150 tons per year which equates to a present sales volume of only 
LF 120,000 ner year. It is doubtful as to whether enough of
 
NDF's onerational Problems can be solved to turn the comnany
 
into a success.
 

KEY PROBLE AREAS, TSS[E.S AND COMPANY APPROACIFS 

1. RAW MATERIALS - The plant does not contract for the nurchase 
of ve.TFt est commercial Processor Prices. The owner only buys 
raw materials after he has received a Purchase order for the finished 
Product. lie then buvs the vegetable on the open wholesale market 
when Prices are lower at the Peak season of harvesting. The waiting 

*This is one in a series of several small business case studies 
currently being prepared on behalf of the Federation of Egvtian 
Industries and TISATD. The infonTation contained herein is based 
on actual in-depth interview(s) with key renresentati,,,-(s of nn 
existing comnan,. Names have been changed to nrotect the 
confidentiality of sources. 
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for orders and the peak season glut shorten his packing season and 
reduce his total production.
 

2. PACKATNG_MATERIALS - Are another raw material problem. If
 
Hamdi s-els4-through ' s'e-7T-service stores, the more attractive
 
European packages inmany colors, etc. are not available for him
 
to buy because he must pay 150% import tax and go through the 
cumbersome process of obtaining import linceses, etc. Only plainer 
nackaging materials are available from domestic suppliers. 

3. LABOR - NDF's hourly freezing capacitv is 3 tons/day, hut if
 
the comnanv uses 90 full-time people for the nreparation and
 
freezing oneration (see technolocy section), labor costs are
 
extremely high. As an alternative, Hamdi attemnts to hire employees,
 
when available, on a part-time basis from neighboring public and
 
private sector nlants. The advantage for NDF-lower labor costs and
 
for the part-time personnel, a second source of income. Average

labor rates for full-time employees is LE 100/month for females
 
and LE 150/month for males.
 

4. TEOCInLIOY - As mentioned, NDF's freezing canacitv is 3 tons 
of fin-fislie--- dructs ner day - it takes 14 hours for Freezing and 
an estimated 7 to 10 hours for nrenaration. E.G., if 8 hours are 
reouired for preparation, the rate of finished raw material would 
he 750 potmds per hour or 12 nounds per minute. If there is 50% 
recovery as the average, about 25 nounds of starting raw material/
 
minute would be handled at receiving.
 

Therefore, small sized batch enuinment is ased (sires for
 
hotels and restaurants). Eightv employees might be needed for 
such small batch eouinment. European and U.S. eouipment are usually
large and can handle from I to S tons per hour with a mnxiuun of 
20 people per line. Fven the lower labor rate in Egypt could not 
compete with the faster equipment i.e., due to inadeouate technolo,
 
and eauinment (particularly the freezing equipment which is a maior
 
nroduction bottleneck) currently being used, operational costs
 
are extremely high. Moreover, the plant is in (lire need of repair
 
and improved sanitation conditions.
 

4. 'tARKFTV\', - Umamdi onlv packs when he has orders. Actual costs 
are d!-ff-ciTfl-to estimate with onen market buying - therefore, it 
is ,ifficult to estimate selling nrices. 



ASSOCIATION WITH FEDERATION: INFORMATTON/SERVICES 

Mr. Hamdi is a member of the Food Committee in the local
 
Federation Office in Alexandria. He does not believe that the
 
Federation/Chamber of Food is doing an effective job in servicing
 
members, and insists that changes in the Federation by-laws and
 
structure must he made if the organization is to become a voice
 
for the private sector. For his own business, it would be 
extremely helnful if the Chamber could nrovide him with information
 
on raw materials availability, credit assistance and international
 
fairs and conferences.
 

LESSONS LEARNED
 

The performance to date of the Nile Delta Frozen Food Company 
has been very ,:oor. Based on a "hunch" about the potential demand 
for his products, Saved Hlamdi ventured into this business with
 
totally inadenuate marketing information or technology advice. The 
small and obsolete equipment currently being used has led to gross 
production inefficiences and high operating costs. Mr. llamdi is
 
currently evaluating closing the operation and selling,his land at
 
a profit to recoup his initial investment.
 

LIKELY FUTIJIR CONSTRAINTS AND OPPORTNTTTiES 

Unless some sunnort is given to the export of oriental vege
tables, it will be difficult to see how NDF can effectively compete 
with Euronean vegetables which could he used for most dishes. 
Hamdi believes that the Egyptian Government should subsidize 
agricultural nroducers whose production would he strictly geared 
for the exnort market. This would enable Ilamdi to purchase 
needed raw materials at lower prices as opposed to NDF's current 
nractice of huyin- on the onen market. Even with this kind of
 
indirect assistance, NDF would continue to be nlagued by on-goingz 
onerational and nroduction deficiencies. 

larketinQ could be investigated for export of complete 
Fgvptian dishes. This, however, would renuire skilled cooks and 
much more advanced enuinment than NDF currently has. 



CASE STUDY 18 * 

SI .Z DEHYDRATED VEGETABLE FACTORY 

BACKGROUND
 

After many years experience in onion factories, Mr. Balil
 
Mohamed founded the Suez Dehydrated Vegetable Factory in 1977. 
His first comnany was nationalized in 1963; in 1969, Mohamed
 
became the chief engineer for government onion factories. Tn 
1975, after the initiation of the nen Door Policy, .k hamcd left 
the government and again entered private sector business to found
 
the present company in the Port Said Free Zone in 1977.
 

COTPANY EVOLIUrTnN AND cRnl, 

The owrner with 14 years experience in the design, engineer
ing and operations of dehydrated vegetables, built the factory
 
and fabricated the equipment in the Free Zone so he could exnort
 
dehydrated vegetables to Furone, Asia and the Middle Fast, without 
the tax restraints of Egypt. As a side operation from time to 
time, Inhamed has built food dehydration factories in other Arah 
countries. From TF 100,000 in sales in 197P, current annual sales 
of the Suez Factory are now approaching 4 million IF ner year.
Total assets are 2 million LE and working capital is I million LF. 
The total capacity of the factory is 800 tons of finished nroduct 
ner year which includes 100 tons of leeks. The cornoration is 
familv owrned and 2 sons are assisting with the management. 

KFY PROBLEI ARE.AS, ISSUES AND C(PANY APPROACHES 

1. LABOR - Mohamed reported no problems with labor. Female labor 
is be_st-hey are more denendable) and during the neak season he 
emnloys 80 to 100 Peonle. Tn an attempt to increase nroductivity 
and reduce absenteeism, 'Tohaned nays all workers on a dailv basis 
and nenalizes them when absent without reason. 

*This is one in a series of several small business case studies
 
currently being nrenared on behalf of the Federation of FEntian 
Industries and IJSAID. The information containecd herein is based 
on actual in-denth interview(s) with key renresentative(s) of an 
existing company. Names have been changed to nrotect the
 
confidentiality of sources. 



2. RAW MATERIAL - The company contracts for the acreage of the 
crops it wants. Mohamed nays the going market price but deducts 
the cost of seed and other supplies that he advances to each grower. 
The grower harvests the crop and delivers it in sacks to the plant.
 
His only nroblem is teaching the farmers new agricultural techniques.
 

3. TECHNOLOGY - Most of the enuipment was designed and built 
by the fomder and the washing and peeling equipment is similar to 
that seen in Europe and America. The dryers are tray hatch type 
heated bv forced air steam-heated pipes. The semi finished product
 
is brought down to about 5 or 6% moisture on shaker dryers.
 
Different size materials are separated and filled into plastic
 
bags inside cardboard boxes.
 

Dried beans as well as onions are produced. Attempts to
 
prouce dehydration carrots have not been successful because of
 
hard center cores. Other carrot seed varieties imported from
 
Holland will he tested.
 

The owner would like better screening, peeling, and gradinq
 
eauinment and more effective magnets to remove metal pieces from
 
the dehydrated products.
 

At the time of the visit, the sanitation in and around the 
plant was not very satisfactory bv European and American standards. 
Perhaps conditions are better during regular operations. 

4. IARKETING - The demand for the Suez Factor's products is 
apparently growing and no serious complaints have been received 
by customers. All production is for export and nromotion and 
sales are facilitated by a sales office located in Greece - which 
markets Company products directly to wholesalers. 

ASSOCIATION WTTI[ FEDERATION: INFORMATION/SERVICES 

The owner would offer no comment or suggestions on how the 
Chamber of Food might improve its services. Having been nationalized 
in the 1960's, he is obviously very reluctant to criticize the 
organization for fear it miaht have direct adverse consequences 
for his business. Tn a hurry to leave this discussion tonic, 

Mohamed concluded, "The Chamber is doing gieat." 

LESSONS_ ,EARNFD 

Thie Suez Factory has been ver successful in terms of nroduc
tion and sales growth. The owner knows his business well and had 
the foresight to locate in the Free Zone and benefit from various 



-3

tax and other business advantages. The establishment of a sales
 
office in Greece is reflective of a sound marketing strategy.
 

LIKELY FlTURE CONSTRAINTS 

If other competitors enter the market, Mohamed may face
 
problems with auality or costs. Due to rather unsanitary factory 
conditions, the comnanv might also face difficulty if it attemnts
 
to exhort its nroducts to foreign countries which have strict 
nialitv control standards. At nresent, however, the owner is 

satisfied with the firm's onerption. 

Mohamed outlined some nrohlems in retting imnorted 
inrrredients, sunnlies and enuinment, but the comnany seems to 
he able to cone with them.
 



CASE STUDY 19* 

ISMAILIA POULTRY CfPANY (IPCI 

BACKGROUND
 

Tsmailia Poultry Comnany is an oneration to raise noultrv
 
and small animals in the Suez Canal Zone. The Company started
 
operations in 1980 with initial fixed assets of LF 500,ono. The
 
Comnany's main activity is in the business of raising and sellinq
 
noultrv and live hybrid small animals.
 

COMPANY EVOLUTIN AND GROWlIl 

The Company has grown rapidly over the last five years 
with a total nroduction capacity in 1984 of over 200 tons/year of 
noultrv. The total sales of the Company in 1984 were iT I million, 
accounted for by 27,000 noultr, birds produced in 2.3 cvcles/vear.
The Company plans to build a third noultry house to increase the 
cycles per year to 3 and have a total noultrv capacity of at least
 
30,000 per year. The Ismailia Poultry Comnanv also raises small
 
mammals for food and produces them at the rate of 24,000 per year.

Most are processed but some live hybrid animals are exrorted Cor 
nrocessing abroad and some are used by scientific testing labora
tories.
 

The President of the Company received his practical trainjng
 
in this type of bisiness in manchester, England for 8 years. TPC
 
emnloys 50 laborers and IS office staff.
 

Total current assets have crown rapidly to 5.5 million L.E 
and 1 million LF in working capital. TPC considers itself one of 
the fastest growing small businesses in Fgvpt and the first in 
poultry production. 

*This is one in a series of several small business case studies 
currently being prenared on behalf of the Federation of Egyptian 
Industr-os ane' USAID. The information contained herein is based 
on actual in-denth interview(s) with key renresentative(s) of an 
existino company. Names have been changed to nrntect the 
confidentiality of sources. 
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KEY PROBLEM ARFAS, ISSUES AND COMPANY APPROACIS 

1. PROCESSTNG AND DISTRIBUTION - IPC does not have a processing

nlant-hut uses 5 ess its poultry andhand labor to pro small animals. 
It is also lacking a modern transport faciiity . Considering the
status of the rapidly growing market for thi*" type of nroduct in 
Egypt, it has become necessary for such expanding operations to
 
have modern processing, transport and storage facilities.
 

.Annroach: The General .4anager of IPC is seeking a joint

venture with a foreign company which has the technology and 
experience in both processing and marketing. HIe is also seeking

finance to begin these two badly needed operations.
 

2. MANAGEMENT- The Company started out as a family owned 
operation bT)uf many problems developed inmanaging production, both
in the field and in marreting. 

Approach: Recently, IPC re-organized itself to have a 6-member
Board of Directors, headed by the owner. Reorganization has proven
successful and management responsibilities are now divided among
the Board members who are not family related, to manage both the
field and office operations. This new organization has assisted
TPC in moving to implement plans For increasing its nroduction and
marketing efficiency. The Cairo Office is responsible for the 
TPC's marketing in Cairo and [ipner Pg.yt areas. 

3. CRFDIT AND FINANCF. - While the cemand for poultrv and small
animal-metat-isIh-i the Company's success is promising, IPC
still faces considerable problems with local banks in Egypt to
finance its exnanding operation due to the hi.h risks associated 
with such nroiects. The TPC Manaqer has been workinf, with MisrBank to arrange for n loan since October 1984, no decision has 
been made. 'ost private enterprises in Fgypt face difFiculties 
in dealing with banks in Fvt. "It is too much red tape,"
said the ananger of the Company, 'hhich forces 1s to qive up".
In addition, the banks in Fgvnt have little experience with
financing these kinds of ventures and this contributes to lonQ 
delays in loan processing.
 

Approach: The Company recently offered its stock in the
marketYffT c ntin,,es to search for a joint ventuire nartner with 
more advanced conmanies in this field. 

4. T-CHNnI.OGY - The Company faces a uninue nroblem in that no 
one in-titu~toh in Fvnt trains its skilled labor and managerial 
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staff in this field. In addition, this is a new technology and
 
needs special training.
 

Anproach: The Comnany has hired 4 foreign exnerts from 
En.land to work with the local staff for a one-year neriod and
this will he the basis for -tting tn a training center for this 
type of industry in Egyt. 

5. COVERNM1ENT REGIJATIO'S - The Companv comnlains about the Imnort 
Ration-Hi- It takes several months to get permission 
to imnort its needs. The nrocess is very difficult and renuirps 
going throumh 4 different committees. Tnsnite of the fact that 
TPC's import needs will aot be rejected, it still takes several 
months to obtain the import nermission. This adversely affects 
the nroject which is based on a seasonal mode of oneration, and
 
if the needs of the comnanv are not met on schedule, they are 
obligated to wait until the following season - which enuates to 
substantial loss of revenue for IPC.
 

Annroach: The Mlanager of the Company sumports a nroposal
raiseb~-Fyte Businessmen's Society in Fgvt regarding a change 
in t irrent reftilations which renuire nroducers to obtain imnort 
nermission for each order. The nroposed changes call for the 
imorting firms to receive one nermission based on their annual 
needs. Such a change would dramaticallv reduce the amount of 
bureacratic red-tape which nroducers are currently subjected to. 

ASSOCIATION WIT! I FEDERATION': INFORMATTON/SERVTCFS 

According to the ,M.anager, the Federation has not been 
very effective, lie nerceives the Federation to he an inactive 
government agency without prestige or administrative nower. 
Therefore, for the Federation to he effective, he suggests a 
chang.e of the by-laws and a change in its senior nersonnel to more pres
tigious vountg and active professionals, lie supnorts the idea of 
estahlishina a markctinr intelli.ence and information center to 
serve Federation members.
 

LESSONS LFA RNED 

1. Decentralization of '-anagement - This decision nroved 
to be very effective in comnarison to initial centralization of
 
management by owners of the nroiect. 

2. This typme of nroiect is a risk-\ one and is highly 
affected by weather conditions, diseases, atnosphere, etc.
 
However, it is hif.hlv needed to imnrove diets in noor countries 
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like Egypt which has a shortage inmeat nroduction. Accordingly,

international organizations' financial assistance is highly needed 
to smnort both production and distribution and overall marketing 
systems for such industries. 

3. Desnite the fact that there is little information 
available about Euronean or American technology in this field,
TPC is still operatinp with a reasonable profit, using elementary 
nrocessing and distribution methods in its poultry nroduction. 
Nonetheless, the need for technology transfer in this area is
 
highly needed.
 

LITKEY FlT!m RF. CnNSTRATNTS 

The availability of financial credit by banks or other 
financial oranizations is criticial for IPC's continued success.
 
Company management hope that such financial facilities will come 
from either stocks in the market or venture hanks. Receiving
such financial assistance will enable TPC to introduce new 
technoloqies and increase overall efficiency and nrofitability.
 



CASE STUDY Nn. 20 * 

PYRAPITD .MFATPROCESSING COMP/WY 

BACKGRIUND 

The Pyramid MIeat Processiny Come~any is a small meat -ro
cessing factory, about 30 minutes from downtown Cairo. The 
Cnmnanv was founded abnut 10 years ago bv the nuer Mr. Adel 
Azi-! and his wife unnn. The stnrtin. years of the operation 
were annarentlv satisfactory for Pvramid but at present, accordina 
to Aziz, over 10 similar companies are in operation and this is 
perceived as too many for the present Egyptian market. 

CC*PA.NY RiurITTN AND CRnTIMT
 

In 1968, the owner and founder thouTht there woul d he nrivate 
sector marketing nossibilities for a comnany to imnort frozen meat 
into E.vnt, process it into smoked sausages and .round meat and 
sell it in frozen >:,rm to consimers through supermarkets, hotels 
and restaurants. Tie visited Germanv, studied the methods of 
manufacture, returned to Fgvnt and started to make nlans and 
solicit bank loans. By the middle of the 1970'q, a gmall plant 
was constructed and German enuipment was purchased and installed. 
Total initial assets of the Comnanv were 1,7 7S0,000. Total current 
investment in the Comnanv anroaches LE. 2 million. 

Because many competitors have entered the market, the rvramid 
Meat Processing Comranv has not had much qroi ,th. Tn fact, about 
half of Aziz' recent sales have been to the overnment and *Tmerl 
Forces. Stories haw been snread that many of the meat nrocessing 
comnanies are using pork parts in frankfurters, sausages and meat 
patties. The owner denies this and his company and 6 others are 
currently in the nrocess of suin! the Tovernment (inistry of 
Health - Laboratory Testing). Ieanwhile, Aziz has "voluntarilv" 

*Tiis is one in a series oF several small business case studies 
currently beinv nrenared on behalf of the Federation of Fqnrtian 
Tndustries and ITSAID. The information contained herein is based 
on actual in-denth interview(s) with key renresentative(s) of an 
existing companv. Names have been changed to protect the 
confidentiality of sources. 

http:CC*PA.NY
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shut down his nlant and is doing exneriments and renairs. He says

he needs held or he will be out of business very shortly. In 
prior years, Comnany sales were apnroaching LE 1 million. 

KEY PROBLEM ARRAS, TSSTF.S AND COMNPANY APPROACHES 

1. TABOR - Tle supnly of labor is not good and Aziz renorts a 
turnover igure of 20 times a year. His wife Mbna, who has a
degree in Ariculture, is the Production MIanaer. This, tegether
with what anpears to be very low wages (LE 100/month) may he Part 
of the Ireason for Pyramid's severe labor nroblems. At full
operation Pyramids would emplov 100 neople; due to the factor 
shutdown, this figire is now lown to 40. 

2. MtaNAGEMET.NT - In addition to Aziz and his wife, the Company

also em oyes a sales and financial manager.
 

3. TECHNOLOGY TP ANSFER .NTnTRAINING - vbst of Pyramid's technoloqv
transr-- ,~tions in Germany and with held from
German eqUipment comnanies. The freezing canacitv, which isvery

low, is 3 tons ner day or 900 tons ner vear. A band saw is used
 
to cut un blocks of frozen meat (frozen beef from Fnnland).

Ground beef sausage is nut into a silent cutter for mixing,with

snices, etc. The emulsion is put into a nressure sausage stuffer 
and stuffed into casings. Meat is nrocessed in smoke houses,packaged and frozen. This is standard technology which has been
used for many years. Sanitation arounld an( within the niant is 
not satisfactov.
 

4. NIARK F(T - When Aziz started his business, he aathered
informatTofrom the U.N. Library Egynt'son importation oF meatin an attemnt to make nroiections about the domestic market for 
nrocessed meat. The oner says that 1979-81 were the miost Trofitable years for nrocessed meat nrncucers, but since then, the entrnco
of several ot',er conetitors (many of whom Azi- terms as "incomnetent")
has glutted the market. Tn addition, he noints to the ereit lack
of information on the sunnlv and demand for procc'sne1 meat and
concludes th;it this is a severe constraint for prodcucers. 

In his oneration, .\ziz says that since he is unable to 
compete in nrice with nuhl ic sector nroduced nrocessed meat, which
is subsidized, lie comnetes on the basis of anulitv. The ('ompany
has its own refrigerated vehicles (2-3 small pick-uns) which
distribute P-ramid nro(ucts to various retail ntlets in Cairo. 

http:MtaNAGEMET.NT
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For distribution to Alexandria and other governorates, Aziz sells
 
directly to wholesalers. Notwithstandinq the current shutdown, 
Pyramid exneriences on-going nroblems with retaining good drivers
 
and salesmen.
 

ASS CTATION WITH FEDERATION: INFORNMATION/SFRVT(ES 

The owner thinks that the Federation should be indenendent 
of the government and it should nush for clear rules and regilations.
It should also seek to eliminate government corruption. Prices of 
raw and finished nroducts should not be fixed or sibsidized. Aziz 
identifies a need for good marketing information on the processed 
meats industry and training for industry personnel, particularly 
in emphasizing the importance of good sanitati,,,. 

LESSONS LEARNED 

At this poiit, the Pyramid Meat Company seems to be headed 
for failure based on its 1) inability to remain co.,.netitive in the
 
market; 2) unclear information about its market potential; and 3)

the unpredictability of government rules and remlations, some of 
which may be unfair (i.e., the present charge against the company re 
pork meat). Despite the validity or fallacy of the nresent charge
against Pyramids, it appears that the Company is not well-mananed 
as evidenced by severe labor nroblems, 'he com hination of these
 
and all of the above factors would render Pyramids a likely 
candidate for going out of business.
 

LIKELY RJTJRE CONSTRAINTS 

If some companies are using "imclean" meats, the Government 
should inspect the situation nrnmptly and ston adulteration. Based
 
on short inspection of the plant durin7 an "experimental operation", 
it is now an unsatisfactory operation by general accented standards.
 



CSNo. 21 * 

HAWAMEDA DAIRY PRODUC. 
 COMPANY
 

BACKGROUND 

Hawameda Dairy Co. is a small 
factory which produces white
 
cheese. When the company was started in 
1945 with an investment
 
of LE 500, it 
was primarily a mannually run operation located in
 
the small town of Hawameda. In 1977, the company moved to 
its
 
present facility on the outskirts of Cairo. Hawameda is jointly
 
owned and managed by Hussein Baza and his son, Sherif.
 

COMPANY EVOLUTION AND GROWTH
 

Growth of the Hywameda Company was very slow during the
 
1950's and 
1960's. Total assets by 1977 amounted to only

LE 15,000. 
 In the last eight years. however, the company has
 
experienced good growth to the point where total 
asse s today

approach LE 500,000. Current prodiction o+ white cheese is 1/2
 
ton per day. 
 Fourteen laborers are employed by Hawameda, of
 
which 5 are skilled. Salaries range between LE 75 and 
LE 150 per

month. Hussein Baza 
oversees sales and financial matters while
 
his college-educated 
son manages production activities. Company
 
owners feel 
that the prospect for expansion is good if more equal

treatment 
is given to private sector producers in the Egyptian
 
dairy industry.
 

This is one in a series of several small business case
 
studies currently being prepared 
on behalf of the Federation
 
of Egyptian Industries and USAID. The information contained
 
nerein is based on actual in-depth interview(s) with key

representative(s) of an existing company. 
Names have been
 
changed to protect i:he confidentiality cf sources.
 



KEY PROBLEM AREAS ISSUES AND COApyNY APPROACHES 

1. The Marketing System for Milk:Due to unfair competition by the public 
sector in purchasing mi
from dairy farmers, it 
has become extremely difficult for small
dairy processing factories like Hawameda to operate. 
 The
following example explains how the process works:
 

E'amp1e - Capacity of private sector dairy farmer 
is 10 toper year. The government agrees 
to provide 
10 tons of animal fe
to farmer in 
return for farmer's 10 tons of 
milk if 
the farmer
does not sell 
any of his milk 
to the private sector. However:
contract is actually in place between the public sector
private dairy farmer to buy 
and
 

a specified quantity, i.e., 
10 tons
At the end of the season, the dairy farmer has 
10 tons to sell
but the public 
sector is only willing to 
buy 5 tons. Foa the 5
tons the farmer sells, he receives 5 
tons of ariml feed.
Because the farmer 
was expecting to receive 10 tons of 
feed, he
goes to the public sector and 
requests that the additional 5 tol
of 
feed be sold to him at the government subzidized price of
88/ton. Public sector agrees 
LE
 

if farmer pledges not to sell 
his
remaining 5 tons of milk to 
the private sector. 
 With 5 tons of
subsidized feed 
in hand, the farmer turns around and sells it 
ir
the open market for $2 88/ton and throws his remaining productior

(5 tons) into the Canal.
 

This rather complicated system encourages private sector
dairy farmers to throw away large quantities of milk since from
an individual 
economic standpoint, 
a dairy farmer can make more
money by buying feed at subsidized prices and reselling it 
at a
substantial profit  rather than simply selling his excess

production to private sector 
dairy processors.
 

In the present case, 
the above system causes severe
shortages in 
raw milk supplies. For 
the country as a whole, the
situation is tragic. 
 The opposition newspaper has recently
editorialized about this process in 
an attempt 
to focus awarenes
 
on 
its adverse consequences.
 

SRU9qested r~oachg:: Owners of small dairy processing
factories like Baza's suggest that 
the government expand its 
own
dairy farms to supply the needs of 
public sector 
dairy processini
factories. Reduction or 
possible elimination of 
the feed
subsidies and reevailuation of 
the current policy is urgently
 
needed.
 

2. Rapw a,LEi.as: In addiLion to the di.fficulties in
obtaining 
raw milk supplies, there 
are also shortages of powderec
milk, paper, cans, etc. 
whichi prohibits Hawameda from operatingat full capacity. Current production is 1/2 ton per dy; current 
capacity is 3 
tons per clay. 



Apr!oach: 
 The company substitutes powdered milk for sown_ 
the needed 
fresh milk. 
 In of
compliance with government laws, tney
add 10 kilos of powdered milk 
to every 500 kilos of
produce the required rate of 
raw milk to
milk contents 
(fat, calcium, etc.) 

With regard to paper and cans, Baza uses 
low-quality
domestically made containers since he is unable to import higher
quality packaging materials. 

"hurt" the qLality of 

Even though the domestic containers
his final product,
is 

Baza maintains that "itbetter than losing money." 

3, Credit: In 1980, HawamedaLE 30,000 at was able to borrow a7% interest loan ofwhich helped to finance plantand improvement. upgradingAt 
current high interest rates, the company is
not able to borrow; 
this however, 
is not as problematic since due
to the non-availability of 
raw materials, the factory is only
operating 
at 
less than one-quarter of 
its capacity.
 

4. Maketinq/Distribution: 
cheese in The company produces white
two sizes of 
cans - a 20 kilo canLE 20 and a 6-kilo can 

which is priced at
priced at 
LE 6.00. Froduct in
cans is spicy and the smallersalty. Two small warehouses arethe finished product. used to storeHawameda owns one pick-up truckwhich they distribute cheese directly in 
to retailing outlets.
addition, large quantities of Inthe cheesewho pick are sold to wholesalersup desired quntities directly fromowner is not too the factory. Theconcerned about marketingactivities and distributionsince he is at less then one-quarter of his capacityand sells all of his production immediately. 

5. Technology: Raw milk is deliveredlarge to themetal containers, factory inthen heated and pasteurizedadding of enzymes. for theAfter processing,small moulds the cheese is placedwhich have inholes in the bottomseepage. The to allow for waterentire production processrequires about in this small factory5 hours. There is a productionwhich is very old floor laboratorybut adequate for Hawameda'sis fair. Rusted needs. Sanitationwindow screens allow easy access for flies andother insects. 

LESSONS LEARNED
 

The lack of raw material
extremely difficult 

milk supplies is making itfor dairy processing firmscapacity. to operateAs stated at fullby the oJner-, "mostfactories of the small processingare operating at less thanTherefore 50 percent capacity.the importation of raw milk (orshould be milk substil:utes)expedi ted without requir'ing the approal of theImport Ratioralization Comm[it.tee.
 

It is also essential 
 .o allow free cowpetiLionprivate and public sector b.t:ween theda.i. ry companies. Subsidiesfeed against for animalmilk supplies
negative effects on 

should be stop'Ped because of itsthe industry. In the present case, it d:e,. 



not 
seem advisable for Hawameda to make a further investment in

factory Upgrading Until 
the supply of 
raw materials is increased
which would raise the company's operating capacity.
 

LIK-EL'Y 
FUTURE CONSTRAI NTS 

The non-availability of
.ndoubtedly modern dairy production techniques
affects sanitary conditions of
in 
turn effects health conditions of 
the final product and
millions of
are thousands of Egyptians.
small There
white cheese factories spread all
country, particularly in rural 
 over the
areas. 
 Many of
are Using old equipment these factoriesand techniques

sanitation conditions of 
which may effect 

consumers.
 

Therefore, 

small 

a credit program directed towards assisting these
producers to 
upgrade their 
facilities and improve
sanitation is highly recommended. 
 White cheese is consumed in

great quantities in Egypt and attention should therefore be given
to 
improving the production 
process.
 

44)( 



CASE STUDY Nn. 22 * 

T-E FRAGRANCF FLAVOR AND nnTDMMPAY (FFF) 

BACKRn[ M 

The Fragrance Flavor Food Comnan%, (PFl is a nrocessing 
nlant located in suhurhan Cairo which started in 197n. Tt
 
originally nroduced inp.rediments for the food and cosmetic
 
comnanies largelIT for export, but has recently exnanded to 
nroduce food for domestic constuTmtion and the hotel tourist trade 
in the Near East. The FFF Companv originallv started with 5
 
million LE working canital, hut now uses 28 million TY for the 
comnanv's many nrerations. The General Manager is Mr. Adel 
Saved.
 

C MPAY -VOV ITFTrN AN1 GROIt 

The Egyntian foumder (now Board Chairman) studied in the 
United States in the 1960's as did the nresent General anager. 
The Comnanv started its development first bv selling and then 
nroducing essential oils from flowers, herbs and seeds usinQ 
techninues learned in the II.S. and Eurone. nriginally these oils 
were exnorted and used in nerfiuies, other cosmetics, medical 
nrenarations and some foods. The FFF comnany has grown five 
times its original size in its 14-year existence and has, during 
the Past year, entered the food business through its own nroduction 
facilities. All told, the annroximatelv s acre nlant consists of 
seven maJor facilities.
 

KEY PROBIFM ARFAS, TSSJ.S AND C(YIPNNY APPROAJTES 

1. LAPOR - The 7 facilities employ 600 neeple year round and a 
total o-rf2f000 neonle at ton neak nroduction time. Less than 100 
peonle are involved with foods. 

Good salaries are paid for key neonle (management staff
 
and supervisory nersonnel) and not many key peonle are used in 
each facility. On the job training is provided and in each unit, 

•liis is one in a series of several small business case studies 
currently being nrenared on behalf of the Federation of FEyptian
 
Tndustries and UISATD. The information contained herein is hased 
on actual in-denth interview(s) with key renresentativ(rs) of an 
existing comnany. Names have been chang-ed to nrotect the 
confidentiality of sources. 
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key Personnel are rotated so that several people learn how to
 
handle each function of the unit.
 

2. ANAGEfENT - The founder and major stock holder is Chairman 
of t'e Board. The General 'Manageris also on the Board of 
Directors as are several of the major stock holders. Fach unit 
facility is operated by P manager (who reports to the General 
Manager) and each manager owns shares of stock in the comnany. 

Apnroach - When a new facility ',znture is started, the 
General Mfanaeer finds the best and most able and exnerienced man 
inFypt, hires him, introduces him to comnany methods of oneration, 
sends him for additional training at eouirment companies in Europe,
etc. then returns and oversees equinmert installation, commences 
onerations and hegins to manage the facility. 

3. TECNOLOGY TRANSFER - The following facilities and technologies 
have b--e'niestablishd-f-r a nmher of years:
 

a. Essential nils: 68 different nroducts are nroduced by

nressiire co6k-inii, extraction and distillation - includin'i 
manufacture of 'Absolutes'. More than half of one flower 
(jasmine) fragrance of the entire world ismanufactured bv 
FIF. Minor amounts of the comnanv's fragrances are manu
factured into nerfume, bottled and sold by them. 

b. Synthetics: Larme scale chemical unit mnkes synthetic 
fragrances iandflavors.
 

c. Soan: Tmnorted tallow and natural coconut nil are major
inqr dTents with lye to make soap. The cormnanv produces
nrivate-label soans for hotels and they €o-Inack for two 
large UI.S. soap comnanies. 

d. Water Treatment Facility: Tbere'is an extensive nlant to 
trehYJ,-i-tgF i-e-aind-nurifv water that isused in the 
above onerations and in food nrocessinQ. 

New technologies have been develoned to nroduce the fnllowin
foods:
 

a. Tam and .ellv ,anmfacturino: Primarily Ttalian enmipmcrit is
 
used*f6r"th0se "ti6-rii] cbbkins, and extraction nrocesse.:,.
 
There is a senarate fillinc line For small individal iellies
 
(3l gms cums), licensed from a larqe U1.S. firm. ,uicvs are
 
sold under various labels. Production volune of Jams and
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jellies is approximately 8,000 tons per year.
 

b. Pasta Lines for Macaroni and Chins for Snacks: This is 
the newest oneration, in productiofn-F-o es ttia- 2 months. 
Imported wheat flour is Processed on Italian enhinments: 
Products are cooked to 30% moisture content, then extruded
 
and dried in a lonq tunnel to 121. maximun moisture and 
machine packed. FF's production canacitv estimate for
 
nasta macaroni is 5000 tons/year. Production of the
 
snack food and chips has not vet started. Finished
 
nroducts will be composed of corn ard wheat flour, extruded 
into chins and dried in FFF's second long tunnel. 

4. SANITATION - The large space around the grounds and the clean 
and well-laidFFut enuinment, etc. would cenerally meet the U.S. 
Good ianufacturing Practices Standards and exceed Fa-vntian 
practices.
 

5. RAW AIATERIALS - The MIanafyer outlined some problems in get
ting imnorted-in*-edients (tallow, semolina, coconut oil, etc.), 
sumnlies and enuinment but the Company seems to be able to cope 
with them. 

6. MARKETING - FFF management stron-!]N believes that nroducti.op 
(in terms of nuality) must he based on exnort standards if a 
company is going to he successful. This philosonhv has under-
Pinned the company's nroduction to date. 

Annroach: With the excention of recently introduced food 
nrodu-t-wTili will he targeted for the domestic market, thor hulk 
of FFF's production is for export. Initially, the company 
attemnted to hire a local consultant who was knowledgeable about 
the export market but was insuccessful in idcntifying such a 
person. Consenuently, the companv established renresentative 
offices in Greece, Italy and France which work to promote FFF 
sales throughout Europe. Currently, the comnanv has minimal 
contacts with or knowledge of the U.S. market and management 
identifies this as a critical need.
 

In the food nrocessing, area, FFF has put in nlace its own 
distribution network which markets company products to varions 
wholesalers. A 60-day credit is aranted to good customers; this 
nolicy may be exnanded to 90-12n days in some cases. 

7. CREDIT: fle to its good renutation in the market, FFF is 
easil--if-eT to access credit at Preferential rates (14.511). 

http:nroducti.op


'8. GO3VEjWr.NT/RGUjLATORY - Imort-export procedures renresent 
on-goi-n headaches for com-nanv management. What is needed, in 
their oninion, is a stable economic rolicy and comnrehensible 
exnlanations of imnort-export regulations.
 

ASSOCIATION WITHI FDERATTON: INFORMATION/SERVICE.S 

The anaer has not sought the assistance of the Chawher' of
 
Food, hut generally relies on its own resources to obtain reouired
 
marketing data. FFF, however, would like access to information on 
the domestic market. Tn qeneral, companv management nerceive the
 
Federation as a nublic a(.encv in which nreferential treatment is 
given to ,ublic sector comnanies. They would like to see a re
organization of the Federation that would make it a strictly private
 
sector entity.
 

IESSONS LEARNED 

The FFF Comnanv can he classified as successful based on 
its growth in production and exnort sales. Its success in the 
domestic food lines is still to he tested. But its stated rhilo
sophy r, .,arding ounlity - "that all of its nroduw ts rmust he colal 
to the hest export cometition" should make it -. leader in any 
domestic food lines it enters.
 

TJKLY FUTIIRF. NSTRAINMS 

The difficulties of importing sunnlies and enuirment may 
nresent more nrohlems when FFF's food nroducts are sold in FPnvt 
and comnete with nublic sector food comranies. 



CASE STUDY NO. 23* 

THE BABY FOOD COMPANY 

BACKGROI ND 

BFC is a family corporation which nroduces and distributes
 
baby food. Tt has been in oneration since 19S6 and its main
 
targeted marketing area is Cairo with some distribution outside 
the city. The owner of the Comnanv, 11r. Tsmail stated that BFC 
I.s a nioneer in the field of hahv Food which started in Fgymt
in the 1950's. At that time, no snecial comnanies for bahv food 
existed . The current facility of the comnnnv is in the ghettos 
of Cairo, surrounded hv a very low-income nonulated area. 

The factory's total nnnual nrodiicfinn is Innn tons nnd its 
recent total sales is nnnroxi'iiatelv 1.2 million I.F. with an annal 
workinq canital of 200,n0. lhe Comnnnv omnlnvs 55 laborers. 4 
secretaries and 2 clerks nnd nnerates on a total land area of 
2,000 snoiare meters. Both &fr. Tsmail, the owner and his son ;,ousa , 

manae and rim the operation of the factory. The father also 
manages the credit and salos department, in addition to his 
Qeneral management resnonsibi 1 i ties. 

COMNY FVnl.IUTTnO\ ,R(nlhimRM A.' 

The comnnnv has n reiarkahle record oF success and arowth. 
Tn 1959, Mr. Ts.iail started a little oneration in a 2-room anart
ment with total canital of TE S00; imnortation was nrohibiLed nt 
that time. The main product of this little firm was rice nudding. 
Tn 1962, the comnanv started to add vitamins to this nroduct which 
raised its dietary value, and demand therefore started to g.rnw.
Tt was in 1970 that the company started to introduce bhabv formula 
food into the Evtian market and in 1975, with the ren Poor Policy, 
BFC started to imnort modern enuinment and machinery and moved to 
its nresent location.
 

The Cnmnanv's total working capital raised from lF 20n in 
1960 to 1,Fs00 in 19"n nnd reached lF 7S,n0 in 1975. At nresent, 
it is annroximatelv IE 20n,pnn: it also owns a 4acto, nnd building 

*This is one in a series of several small business case 
studies currently heino nrenared on behalf of the 
Pederation of Evntian Tndustries and !USATD. The 
information contained herein is based on actual in-depth 
intenriew(s) with kev renresentative(s) of an existing. 
comnn. '!ames have been changed to nrotect the 
confidentiality of sources. 
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valued at about one half million LE. BFC considers itself the
 
pioneer in baby food production and the fastest growing company
 
in this field.
 

KFY PROBI AREAS, ISSIES AND COMPNY APPROACHES 

1. TFCNOLOGY - The major problem encomtered by the company 
is the--nTr-oduction of new and modern baby food formula into the 
Eqvntian market where USA and FuroTpean markets are glreatly advnnced 
in this field. Accordin-lv, technology transfer in this area is
 
hiqhlv needed.
 

App~roach: The owner of the comnanv attends international shows
 
and mdiTes contacts where he can become acauainted with new available 
techninues in this field, as well as the most efficient machines 
and equipment. A brman >abv food companv was invited bv comany 
technicians to visit the BFC in order to start a new technological 
cooperation. The company is also seeking a joint venture with an 
Amevican firm in this field.
 

2. CRPTITT - The comnanv received an 1,F 50,n0 loan in 1970 and 
LE 70,0i-OTIn 1977. The interest rate ranees from 7% in 1976 to 
9% in 1977. Now the same loan is available at 6. interest rate 
which the company considers as very high and unaccetnble. 

Annroaches: The comrany is seeking a loan of 3 million ) 
to imiort e-rm-a'n enuinment from Cermanv, and currently they are 
neqotiating with a fina.ncial nrogqram offered by the Common Market 
Countries for less develnned nations, at lower interest rates. 

1h1en asked whether they are knowiedgeahle nbout iSAITD nro.rams, 
indication was that such nrograms deal with "special interest" 
EgvNtian arouns. In addition, the R!SAID financial credit nrobgram 
is a costly one due to the hig.h value of the II.S. (ollar accomnanied 
by higher nrices for H.S. enuipment. 

3. TI'PORTs, GSTM' DIITTFS - The high custom duties levied on 
imnorted nrioduts siiclihs naner, milk, vitamins and mchinery 
renresent a rroblem For the factory; the custom duties on these 
imports are about 4n?- for noi':der milk, 2(19- for vit.mins and frnm 
30-5fn For imorted machinery. 

5u""PqtePI A--nrr.aches: Crmnanyr oficials indirate that this 
is thel role of the Peder'tinn of Fr-mtian Tndusti-'es - to renresent 
them and act on their behalf with officials and key decisinn-makers 
in the Fm-tinn ovornmnt. hith re-ard to imnorts, the T"-doratinr 

Ck'"
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should work to reduce or eliminate the high customs duties on 

essential materials. They note the present weakness of the 
Federation which is attributable to its present structure with 
its leadership of public sector officials who have no interest 
in private sector development.
 

4. LABOR - Lahor problems were severe in the beginning when 
turnover -was about 50". Recently, turnover has been reduced to 
only 10%.
 

Approach: From manaement's experience, it has been proven
 
that nKtives and reasonable navments reduce the nercentagje of 
high labor turnover. The incentives for the Companv's laborers 
are sunmarized as Follows:
 

a. An emnlnvee comnletin. five years of service with BFC 
would get 13 months of payment in the sixth year, which would 
increase to 14 months nay in the 7th year and would continue with 
an additional one month payment for each extra year of service 
which would double his starting salary after 17 years of service 
with the company. This is in addition to cost of living allowances. 

b. Fmplovees who have spent 10 years of service with BFC 
are eligible for a visit, at the Coinnany's expense, to the I1ol.v 
Land of Mfoslems in Saudi Arabia during Pilgrammage season. Employees 
are also granted one month of paid annual leave. 

c. BFC also nrovides snecial residential nuarters for labor 
hired from outside the Cairo area. Such nhvsical living facilities 
are an attractive means for strenthening ties between the comnany 
and its labor. 

S. kIARKETIN-, DTSTRTBirFTON AND ADVTTTSTNC - At the heginning, 
the comnanv faced a sefr6us -riTftoi{rbblem. Tn the last 
three years, the comnanv has followed better marlketin7 arnroaches. 

Annroaches:
 

a. Exort Prnmotion - This was accomnlished b% adv'rtising 
nrices and nuali v in the \Ioslem Arab States. This annronch enable(d 
BFC to sell 2S; of their nroducts in Middle Fast countries. 

h. Domestic anrket - BFC emnlnvs hig!h nualitv salesmen who 
can reach the retailing otlets directly and sell RFC nroducts at 
manufacturing prices. This has enabled the company to compete with 
imported products, both in nrice and nialitv. 

(0~
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c. Intensive T.V. Advertising Policy - BFC also followed 
an intensive TV advertising policy directed at middle-class
 
families. As a result, demand for the BFC's products has signi
ficantlv increased.
 

ASSOCIATION WTIITI FEDFRATION: INFORMATION/SERVICES 

Thie Federation is perceived as ar. inefficient public sector 
agencv with interest in nothing except raviiia salaries for their 
emnlovees. 'The Federation does not have any voice, 
said Mr. Ismail, the Ceneral Manager. However, he felt that 
something should be done to improve the Federation's services to 
its members. Both the Ceneral Manaqer and Operations Manager 
annroved of the idea of an information center to be hosted by
 
the Federation which would provide information and services to 
its members and improve its overall image.
 

IESSONS LEARNED 

BFC is a very successfil cnrmanv in this field. labnr 
nolicies with re iard to navment and incentives have been very 
effective in reducing! the hifh nercentage of labor turnover. The 
comanv's marketino and distrihution nolicv has also been revamned 
and should continue to undernin BFC's success. 

LIKEIY RJ1TRF CONSTRAITS 

There af-r vervfew i-m -inFr-.v vhkbl P-ow('c% baby Peod. 
to ex -n tr c'vr the wingTherefore, conrani-s lilce PFC T_pRar 

increase in demand for habv food in FpNmt. This nn ndvanced 
Euronean or American comnanv with qood exnerience in this field 
miaht add to the success of the firm. Current imnort demnand for 
baby food is very hiah. Starting n venture of thiq te-ne is n 
treat challenrn reduce (e-enlonce or roxencive imnortrrlto drrvt's 

balb food nroducts from Furne. In additinn, massive nroliiction 
will assist in lnwerine prices for consiirers and ,rn'orntin:, demnd 
for habv Fnrmula by lower-income families and imnrove blb dietary 
conditions. 

\A
 



CASE STUDY NO. 24* 

ARABTAN KNI(rTrS CANDY AND C[M COMPANY 

BACKGROIND 

Six years ago a group of businessmen founded the Arabian 
Knights Candy and Gum Company in the industrial suburbs of 
Alexandria. They built a 2-story factor on a lot that will allow 
for expansion of the facility. Total initial investment in the 
Company was 750,000 E. The target market is children and there
fore the tvnes of candy and subsequent marketing7 and nromotion 
are geared to the "younger Teneration." 

COfPANY FEVOLUTION AND CROl TII 

This candy and gtu business has grown to a sales volume 
of 2.5 million LE in a very short time hecause management has 
utilized modern methods of production, it advertises directly to 
children via TV, glamourizing its ProdIcts through Arabian 
Knights characters. It does not exhort its products and during 
neak candy selling seasons is using all of its canacitv. Company 
management Plans to exnand its line of nroducts to other confec
tionaries besides its mint Patties, hard candy and chewing ..ri 
items. 

KPY PROBL.t AREAS, TSSI FS A\D CC.P.ANY APPROAC1i FS 

1. lABORP - '\rahian Knights emnlovs 190 neni'l dUTrin its neak 
seas'ns -fliram and Pronhet 's Birthday, etc.); skilled labor and 
slnervisors are kent year round. The comnany renorts no ,aior 
labor nroblems because it Pays the followini monthly wages For 
skilled labor 200-300 LE, semi skilled 90-130 ,E: and common 
labor 60 LE. 

*This is one in a series of several small business 

case studies currently heing nrenared on behalf of 
the Federation of Fvntian Industries in FP,.nt and 
TISAID. The inforrnation contained herein is based 
on actual in-derth interview(s) with key renresent
ative(s) of an oxisting comnany. Names have been 

chnnqed to nrotect the confidentialitv of sources. 
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2. MANAGE ,NT - Mr. Ali Sabri is General 1 anaver of Arabian
 
Knighfts hd-d'a
i-annears to be a modern, successful businessman 
equal in competence to the manager of the FFF Company (Case

#22"). His assistants include 3 production managers sunnorted by
technical supervisors and skilled laborers. Sabri20 Mr. says
his neonle are skilled and kee tn to date in various aspects of 
the Company's production.
 

3. MARKETING - Since there is plenty of competition from 'hack 
of the store" candy shops, Arabian Knights' success has largely been 
attributable to television advertising. All of the company's
production is sold to the nrivate sector 
- both wholesalers and
 
retailers.
 

Additional marketing information will be recviired if the
 
company decides to venture into new confectionary products. 

4. TECHNOLOGY - writers did tour butThe not the nlant from uhat 
could--e seen through the qlass partitioned rooms, the equip)ment 
was modern, mostly Italian and sanitary. Sabri says his key

people keen tn to date -n manufacturing- methods, etc. The plant
onerates at 80% of canacitv annually. 

5. RAW MATERIALS - Lack of domestic nackaging and wranping supnlies 
represent on-going constraints in the area of raw materials. 

6. FINANCE A\n CREDIT - Total assets of Arabian Knights are now 
3.5 *Mi-Tn LE wi-th-wrkinz capital of 700,f0 E. The comnanv 
accesses credit from nrivate banks, although management is con
cerned about current rates of interest (15%). They do not nrefer
 
to deal with government banks as loan anplication processes can 
take un to 6 months or longer.
 

,O ;,'TRtNT PROBLEMS - There are some limits set by the Government 
6n se-1l-i g nirces-,-wich ti.e company woiJd like to see lifted. Imnorted 
sunnlies and machinery now take several months to obtain and when 
licenses are issued they exnire in 3 months. 
The industry would he 
helped if licenses ran for one year. 

ASSOCIATION WTTT r DFERATTON: INFORMTTnN/SFRVTCES 

Arabian Knights receives little assistance from the Chamber
of Pond hut wuli.d wplr-me marketing information on imports. The 
Chamber could nlsc assist by nersuading the qnvernment to amend 
its regulatinns on import licenses to allow then to he in effect 
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for one year. Sahri reasons that the government is able to control
 
imnorts because it keeps track of the amounts beinq received at the
docks and other imnort noints; therefore, there shnlld he little 
difficulty in expanding the length of time for licenses. 

LFSSnNS LEARNED 

Arabian Knights has very nuicklv hecome a "household" name,
rarticularlv for children, its target audience. Unlike its 
neighhorina conntitor, the Nile Candy Companv, Arahian Knights
has utilized a modern communications media and this has under
ninned the company's rapid success. The existence of a comnetent
 
and well-trained general Manaqer is likely to nrokide the basis 
for continued growth and nrofitahilitv. 

LTIKELY FJJTIJRF CONSTRAINTS 

ttemnts to imprnve nroduct anneal through modern nacka'ingT
and wranning materials will continue to he hamnered by deficiencies 
in the domestic packag.ing industry and on-.oing! nrohlcms with 
imortinq nacka.ing materials. 



CASE STUDY NO. 25* 

NILE CANDY CCaIPANY 

BACKGRCUND 

Fifty years ago the father of this family owned comnany,
 
Hussein Faroak, opened a small S-by-S candy shop in downtown 
Alexandria. His 4 sons also own shares in the business and it has
 
grown step by step from sales of only LE 200 in 193S to 2 million 
LE per year in 1984. Manufacturing is now carried out in 3 separate 
buildings each within sight of the side walk sitting place where the 
case was researched. All sales are exclusively for the domestic
 
market.
 

COMPANY EVOLUTION AND GMROW 

The eldest son, HRndi, is the General Manager of the firm. 
Before the initiation of the Open Door Policy, annual sales 
averaged 100,000 LE. Since then sales have grown 20 times to 2 
million LE a year. The latest factory was Put into oneration about 
one year ago. Hamd; is assisted by 3 brothers who each run one 
factory of the business. ChewinQ Mun accounts for 50 percent of 
total sales and ether candies (toffee, caramels) and local Egyptian 
candies comnl,kte the line. On averaoe, Nile Candy is nroducinQ 
7 tons of finished product ner day, or less than half of its 1S-ton 
Per day capacity. 

KEY PROBLEM ARFAS, ISSIES ANT) COMPANY APPRO.ACHE'S
 

1. LABOR - The manager emnlovs between 60-80 neonle (10 skilled,
 
70 coF-oi) and renorts no major nroblems with labor. Average monthly
 
salaries are LE 10o-12S.
 

2. RMW MATERIAL - Obtaining enough domestic sugar (cane) is an 
on-goinq nrohlem-as nuantities are suihject to nuota restrictions. 

*'This is one in a series of several small business case .;tudies 
currently being nrenared on behalf of the Federation of Evovtian 
Industries and TSATP. The information contained herein is based 
on actual in-denth inten.riew(s) with key renrosentativefsig of qr 
existinr cn-nnv. \,."s have bereT. c'nrere(l to nrntect the 
confidentiality of snurces. 



- 2-


More nrohlematic are the difficulties in obtainin! imnorted paner. 
The Company can use domestic naner hut it slows nroduction and 
isnot as attractive as imported packaging. 

3. ANAGMMIENT - Hamdi Farouk says he knows how to "get around" 
nrobl -ii7d---hiitow to work with various gyovernment organizations, 
etc. 

4. TECJVNOLOfGY - It is difficult to buy imported enuinment from 
Europe.---tfiuroean ucninment suiliers visit Fvnt to sell machinery 
and heln with surlying Nile Candy with new technoloev but government 
imnort rules, regulations and licenses take about 1 year to obtain 
as do hank loans. 

The 5-story narrow building (1 year old) which was visited 
utilized equirnent from Italy, France and Germany and also some 
non-snecialized machinery from FPgvnt. Sanitation was good by 
F.gvptian standards.
 

5. EARTING - Wholesalers come to the Company to buy Nile Candy 
because ti-s long established firm is well known to them. The 
General Manager has a "feel" of the market and states he does not 
need marketing data. In addition, Hamdi says he does not need to 
advertise because his muns and candy are well known in the national 
market. When asked about the newer Arabian Knights Company and 
its methods, he said he was not interested in what their methods 
of manufacturing or marketing were. 

Regarding storage stock for warehousing, the Manager said he 
only had to store a 2 or 3 day suppnv of finished product. This 
greatly reduces the need for large sunlies of working canital since 
the Company is promptly paid (cash on deliverv) for picked-up 
goods. 

ASSOCIATTON WIi FFDERATION: [NFOPMATIAMN SFRVT(T. 

Handi ;tates that the "Federation is too weak to he of much 
help - they just have meetings." The Chamber of Food could imnrove 
its services to his company, however, 1w providing information on 
raw materials sources (narticularlv packaging) and new technolog,. 

LESSONS IFARNEPD
 

The manager-ou-ner seems well nleased with his successful 
company. lntil firms such as Arabian Knights Candyr and Cum 
Factory (see Case No. 24 ) show him that they can cut into his 
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sales (this has nrobably already started to occur), nrofits or
 
create other nroblems, it does not appear likely that he will change 
any of his comnnnv's current methods of oneration. The foresight 
of accumulatins7 knowledge about his comnetitors would annear to
 
be a lesson that the Nile Candy Cow¢nany has not yet learned.
 

LTKFLY FITTRP CnNSTRATNTS 

The non-availability of good nackaging materials in the
 
local market will continue to rose on-going onerational constraints 
for companies like Nile Candy.
 



CASF .qnq'y N). 26 , 

F('YrT.A\T BTSCIITT COMPANTY 

RACKROUNP 

.The Evtian Biscuit Comanv (FRC has been in nrnduction 
and sales for about 9 years. Tt emlovs over is5 peonle, many of 
whom startedworkinr! with the comnanv in its first vpar. Tts 
oridnal assets consisted of 35,Oo LE in land and ahout 100.000 LE 
in cash. The Present assets are over 2 million LE and sales now 
average I million LE ner year. FI3C is oneratinq at 751: canacitv 
which enuntes to an annual rrodiction of 2.400 tons. 

CCYDANY FVOLIrTOnN ANP cRO1m! 

Mr. Abdulld Hassan, the founder of the company and its
 
General Manager said that he had been "in trainin' for this
 
position for over 25 years. He studied engineerinq at a local
 
university and was interested in manrifacturinq. He acoiired more 
traininq and exuerience hv studyinz and workinf, abroad. For several 
years he was an enqineerinq and onerations consultant in foreign 
countries.
 

In 1974 he gave un this consultation work, returned to his 
Cairo suburban town in which he owned land worth 35,n00 LE and he 
started plannin, for the construction of a biscuit factory which 
would meet the 7rnwinr, needs of the E mtian neonlc. Three silent 
nartners nut im cash for this nrivate sector erornrisc-. The 
factory and its first nroduction line took two years to build. 
All his nroducts are sold under his brand name and sloan '"YON 
GET THE BEST BISCUITS FROM FBC". 

KEY PROBLFf ARFAS, T,.SITS ANT CO-nPANY APPROACIIES 

1. LABOR - Based on the manarer-s exnerience, the best workers
 
have Fee-the voung "boys and qirls" iist out of secondary school 
who were trained on the job by EBC. 

Anproach: The workers have been treated like a member of 
the EBf,-inYilv. A Few of his emnloees are now also hired each 
vear from a local university and the best ones stay and advance 

*This is one in a qeries of several small business case studies 
currently heinc nrenarerl nn ehnl -FoF the Federation of Fmvntian 
Industries and IISATD. The information contained herein is base( 
on actual in-denth interview(s) with key renresentatives) n4: an 
existin.g comnanv. \Mame5 have heen chan.-ed to Protect the 
confidentiality of snurces. 
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with the company. The starting monthly salary is 100 LE and 
raises are awarded every six months on the basis of nerformance.
 
In S years salaries can reach 200 LE/month.
 

Training Approach: The manager believes that his comnanv and
 
other private sector companies in 177nt need a nrivatelv funded,

administrated, and instructed polytechnic institute. 
Fach denart
ment of the institute wold nrovide universitv oualitv training in 
the sciences, engineerinq and business which would armnlv to 
various key industries. After a student had satisfactorily finished
4 years of study, he/she would receive a DiTloma and would he 
hired as an advanced worker if his fees had been raid for by the 
hiring comnanv. Mtr. H!assan believes that such a method would
enable nrivate industrv to attract and retain the best voung
neonle that could advance the nroductivitv of Ecvnt. Too many now 
Yo thrnuch universities in lar!pe numbers, in hiu.e classes and have 
such [Yeneral knowledge that may or may not he retained; the 
results: they are not very useful to the industry. 

2. IAACEMFNT -

Skilled Labor: ost of the rrodutction suner,,isors are
 
nnarentlv the better trained yom- men and who started with
women 

the comnnnv - of the nrininal grotn, about 15 men and 30 women
 
are still workinq for the company. 

Company )Apr*)ach: In the he!inninc, Mr. Hiassan encointered 
some m-napemnt=reIhtel nrohlems due to the non-availahi1 i tv of 
trained manaerlent nersonnel. Hke thus hired 8 collep e 7radtiateg
and trained then to assist him in managinp the oneration in 3 areas:
1) laboratory: 2') nroduction: and 3') administratinn and credit. 
At nresent FPC is well -ornanized as far as mnan.ener, t is cnceroned. 

3. TEUHNfLflY - Aproach: Because the manaper is a food engineer
ing irodiiiiton nan,mT-ich of the eouinment was desined and 
const-ricted under his sunervision. IWe visited the ton floor where 
two lines are used to cool and nackaoe the biscuits. One line was 
nartially- of imnnrted construction and the other one a comnanv 
biilt machine. Hassan's nhilosonhy is to "keen the machine simnle" 
so that they can be easily desig.ned, constructed and kent in 
rinninq condition without too mutch down time for repairs and 
aettine snare narts. 

A ouick insnection of thfit nart n the nlnnt indicated that 
the s nitation conditinns for the desirn of the enuinment was oull 
to the oocd manufncturin(- nractices used in the TI*q. . The niant 
is also cninletelv washed down three tines a daiv. 
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4- MAPFETTNG/DITSTRTBIJTTON - Production is made on receipt of 
orders and companv expects "cash on delivery". Sales and distri
bution are handled through: 

a. Wholesalers who the manager says "Act like kings". 

h. Private Salesmen who renresent only this biscuit comnanv 
and receive a nercentaqe of the sales. EBC advances 
money to the men to huy their own car or small truck 
which has "PC Biscuits" nrinted on it with the comnanv 
K'og.an. 

c. 	 Brokers who get a nercentage of the sales ht also sell 
6tth food and grocerv nroducts. 

Other Annroaches: The company hosts its owm taste ,panelsof 
consumers. P-tiCin-ants test new nroducts, fill out nuestionnaires 
and then are periodically invited to visit the Factory to give 
ideas for new nroducts. 

Mtr. Hlassan thinks that future marketinc. information would 
be helnful if it was price directed. 

S. mOlrF.PN T.FNT/Ip(. IL.ATnRY - The government is often the ntunber one 
probl ecause comnniies cannot predict what will happen tomorrow. 
The nrivate sector should have the same rules to work with for at 
least one year period of time on iMort raw material reulatins, 
licenses, finance, etc.
 
6. CREUL] - Wovi-ng capital is nrovided by prirate banks which 

allow overdrafts whiclh cost 19 more in interest than the national 
rate. The company must nav for a certain amomt of overdraft even 
if the entire facilitv isnot used.
 

ASSnCTATTnN 1I1,17 FEDERATTON: INFOR\tMTTN/SFRVTCES 

The mana-(er says that the Federation is not helnfil partic
ularly hecause it is asked to heln both public and nrivnte sector 
businesses. Less than half oF thn biscuit business is nublic sector 
but the aovernment selects the head of the Federation. hliat is 
needed is a total nrofessional staff elected by the membership. 

LESSONS I.FARNED 

The mananer of this comnanv is rtnning a successfuil oneratinn 
because he has first hand knowledge and skills in nroduction and 

http:mOlrF.PN
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manufacturing ecuipment. He uses modern marketing methods and 
is ontimistic about private business in F ,vnt.
 

LIKELY RmTRE CONSTRTNTS 

F1C's current abilities annear to be adeouate to meet
 
the conditions of competition and government constraints. Onlyv

the future will tell if EBC staff has been adenuatehv trained to 
handle delegated responsibilities.
 



"~- ~ GASP STtUfl'#. 27* 

FL-SOtJRA COMPANY 

B3ACKGROUJNDI 

Loc decin' Alexandria, the Fl -Soura Company (ESC) is,.
manufacturing operation wnicn produ~ces alumirnun and stainless 
.tee~l kitchen'utenhsils. (cooking pots',sileswte'r uqs ,'teapots,
etc.) ,,Initial fixed assets of the compSany were' I. 50 ;00O, C'rrently,
totadl investm~ent )(equipment, buiilding and ln) proa'che s L1F 5 
million., FSC eml6o's, 20 peopleuand&soeaiga,8% 9% 
capitY., The 'founder' of the iopnyss~eringFSoat i no% do-0 
and413 Shd erlshiran management rest with his two sonis, Moustaifa 

COMPANY, HISTORY AND)EVOLUrTON 

When F.SC was established by~the senior El-Soura in' 1963~, it 
emnloved 10 w'orkers in a small factory occilpying SOQ' square mieters..: 
'The company was nationalized in1967 and in 1969, F1-Soura . decidedi 
to try again. His wife reportedly sold all :her5 jewelry to enable 
him to gather eniou .gh money to buy a sm all factr wihotsEl:rahe 

'' ' 

olSsolete 'equipment. Using' a lot of ingenuityan ~wch tisedv atheorn 
rebuzilt the 'used equinment 'and o again, he. ne~ncehcmfence rodiuctijon
of alin~ium utensils. By 1973, El Soura's two sonshad, Joincd the 
company ona fuzll-time hasis. In 1976, FSC entered into a licengincg
 
agreement i-.th Dupont (Bnssels) to produce non-stick aluminum 
cookware. Coni~any management~report that 197 7-81 wer~ehigh gTrowqth

S ers whci ~nbe FSC to niove, to its present facility (3,000 scn mtrs.) 
inan industrial sec tion of..A1exandrii.' The facton, is 'situated on 
a 3-feddan piece of land which will allow for fuiture expansion. In 
1983, phroduction of stainless steel cookware began. 

Current annual .s-iles of FSC are approaching LE 5 million,
whiich represents a monthly pro1!uction Of XiPprOXimately lQ0,OVpieces,
Sales of altnriinn''products are first (6fn-7O9,), r~j0Ojh S~~j( 
stee '(20%) sti ck (10-15%) '. Demand foand non cookwaire ThmSC podiiti 

cxlod is behind schedule) andl the 'Ziman~i(n oclucti6ri 3 months 
an'salis~ d eputation 'for rrodimcingfhir h owln~ iy products. <* -s 

i,~i, * 11i ,, is one ini a ,series of eeal sii4ll'u. iness case
 
-)sies cu~ntlvlbeing' pkonarod-onfbehalFE ofrth .Feder
 

~55~"s; i 5
- ,s fosti curre i~nd usi 1&4ie~ma~in ntoiotne 
~' hec'm~i'inseca' depth iy-ith ~Iii'ta~n intonri ews) kev. -' 

j~t ~ ~ a~n exsi~ofn -havc-on 
-'--hnc'r.c "to' -r t thei confidonti~nl i~ of ouces 

'

' 

0:"1'' ;6 



KEY PROBLEM AREAS, ISSUES AND COIPNA' APPROACHES 

1. NMtRUTTNG - ESC management renort that the years 1977-81 w,.ere
boom .eairs--ih--terms of demand and sales. On average, orders were
 
6 months ahead of production. Since 1982, and due to qeneral

economic conditions, demand has fallen slightly to where orders are
 
now only 3 months ahead - still an enviable nosition. Nation
wide ESC nroducts account for approximately 40-50% of the market
 
for polished white altmiinum utensils; 90% of the market for non
stick stainless steel; and 30-40% of the market for stainless
 
steel utensils.
 

Eighty percent of ESC's production is sold to the six largest
public sector department stores (Omar Efendi, etc.). Tie months of 
May and June are the slowest of the year, however, because pihlic 
sector stores seek to reduce inventories before the end of their 
fiscal year. The remaining 20% of production is targ(eted to the privatl 
sector through various wholesalers. fuarititv discounts ranging from 
10-25% are offered to large-voliume customers. Television advertising 
helps to nromote comnany sales. 

In the last two years small quantities of nroduct (less than 
5% of FSC's annual production) have been exported to the Sudan and 
Czechoslovakia. Company management would like to exnnnd export sales 
but face the same problem as Y oungstown Steel (C.S, # 15 ), i.e., 
the exchange rate differential on imported raw materials.
 

The older Hl-Soura son, Moustafa manawes all sales, marketing 
and credit activities.
 

2. RAWV NLATERT.VS - Aluminin is available in desired omantities 
from tWiocal-market (sunnlier factories are located in both Alex
andria and Cairo). Stainless steel is a high imnnrt item and current 
sumplies are obtained from Cermanv and France. FSC has no contact 
with possible U.S. supnliers but is interested in learnin! more 
about the U.S. market, including a nossible joint vonture witI, a 
U.S. company which could take an equity position in ESC in return 
for supplving the company with stainless steel. 

The non-availability of packaginQ materials in the local 
market noses an on-7oinc, constraint. Currently. boxes (cnLor-.rinteod 
are heing nrnduced by an Alex packa(!inf. company but the comrnm is 
. months hehind -chediile on Filling USC's renuirements. Tn -idditinn, 
since tbe Fnmmtian nackaoino industrv is in its infancy. ,rndlIctinn 
and onerational costs are extremely high. For exnmnle, if FI-Snirn 
was allnwed to imnnrt. he could obtain a nrinted cardboard ,ox frn 
Germanv fer 30 nt. The same bo nrduced in Fp,'- c'sts rSC (4) nt. 

http:NLATERT.VS
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Altogether, FSC management report that raw materials account for
 
70% of the total cost of production. 

3. TECHNOLOGY - Raw material plates (aluninm nnd stainless
 
steel are nurchased in various diameter sizes. ligh- tonnage press

machines are used for shaping plates into final nroducts. More 
cQmplicated Pieces (i.e., hundt pans) 
are shaped one-by-one by a
 
machine which is manually onerated. Once shaned. Cinished nrnducts
 
are polished-again one-by-one. ESC has ordered 
 a high-tech polish
ing machine from Germany which will enable multiple pieces
to be polished at one time. Handles (Plastic) are also hejn4.
produced by the factory. In an assembly belt oneration, finished 
-products are hole-punched, and handles and screws arc mnchine-inerted. 
Finishing touches (7olishin, nacking, etc.) are primarilv handled
 
hv a group of wnoien. 

.Mich of the machinery is of German and Italian origin. Fer
 
the automated screw insertion machines, ESC imnnrt'-d one mnchin 
from Ttnlv several vearq nuo, copied the model and renroduced
 
approximntelv .-ln additional machines. 

Ser ice and maintonnnce on all enuinment is for the mnt
nart handled in-house. For imorted equipment, additional snare 
parts are nurchnsed with the enuinment. For maio- repairs, ESC 
can renuest the services of a company technician at FSC's evpense.
(i.e., if they fly in a German technician, average costs would he
 
60 P/hour nliis nirFare and accnmaindnitons). FSC man.-,ent 
prefers tn deal wit" West Cerman mn.irment supnliers becnuse in 
their oninion, "the Cermns arc 
the best before and after sales."
 

In 7eneral, the Factory is well-organized, and clean an(d

ESC management isconstantly seeking'to improve nrodction effi
ciencv. The major constraint is lack of rualit, control -orsnna!.
If ESC focuses on nroduction, quality suffers; if henvi er em'hnsis 
is given to ualitv, nroduction suffers. Accnrding tV I1-Sourn. 
'itis difficult to do both." The comnnnv is seekin. withom!t 
success, to hire a "ruality control" mananer. Pesrite these :-n
straints. FSC has develoned and maintained a ond reltation for 

1nualitv nred'ctinn. Tr oAj EFY received 'i nr(acti,,itv ma.nr
from the 1,linistrn oF Tndustrv which s qiven for IRC'(-q)
(for *he first time in F, mt) of a hrazin- techninue for stninless 

I-, 

steel.
 

4. AINnR/TP\TNI',G - Annroximateiv 3n0 of FC 's abor iq ski lled 
and conhhv manad'ent renort no nroblems with lalor turnover.
 

Q-11 



A 4 

~ <<' 

(th-,on ngtrea t reaiin
cpti~i~~te'Zorba Co.',-

pesonelcoesfrom.FSCsbigest
#3)also located inAleandia 

-: 

''ESC's 

-

.. 

ongoing,-,training efforts have been facilitated by 
asisanefrom FD. 4 Theyarago ,:EIDDCa pproached F.SC4management, ,andasince thel COMPany!per ,onelT4have ?benefitted QreatlN,
froin'., -hstd y'FDC 'EID1)Ciworkshops 'and courses ,

(vrgn 2, 3,ie'ks iii duriation) haejoce onninroved methods.
fo lia~ramn,.potciiy anxd priicticallapplic6ations. . 
Fl'Soura offers high praise'for the,ETDDC assitance and.says 4that as a- 4result ;isworkers' have 'been mrore~ productive~~f~ adto,4 
-teCabro Eng'ineering' regularly informs, ESC abou ~cmnthe ~P ofChabt4-c' 'seminars , e.g. a seminar for aluminum piroducers is' 'scheduled for 

-.thefall of 1985 and will1 be jointly hosted byjMisr Alumintum Company(public sector) , teFederation adth SoiyofEyptian Fng -

- 44 9that 

4-cdlv, 

".44-'into 

neers) . , 

-, On a saifety noe itws bere ta wrers weAr no.< 
protective devices for eyes, face or hands. 'S C management reportthey bought sveldffet kid -f'rotectiveshields 
(pTasks,-.gloves, etc.), but workers '!refiisell to wear'the'mY' Renorttife.cTndustrial Security Departmient does not strictly enforce. 
faictory safety laws and4 couipled with worker's refusal to use 
protective shields,-4management teiids to disc 'oin~t tihe is'sue as-ufl:
important. Nonetheless, the possibility of "a stri,~ of ietal flyin 

a worker's eye appears high. 

',' 

"45. 

4the' 

* 

CREDIT - Thqo Years ago,, FSC"attemnted to borrow S2no oo0 from
PIWB. return, the TT required tile comnany to post' its entire 

fatry(alued at UJS SS5 milliton). as colliateral.' 'Vicwinny the col la 
-teral. requirements as ''Tprepo sterous, FSC halted 'the an-nlicitin 

~~~Process. -... ' '~ 

. 

'4 

~~' ~W" 

44'" 

'-4""" -

-

4-cedures 

-4 4 

Since 1974, FSC has developed a good working relationship
withhe-ink of Cairo and ha recently borrowqed 11S' SSiO000 to' 

finaince' new,~ equipment purchnses. Tn fTeneril ,' F] -Soiira does 'not . 

prefer to deal with "govrernment" banks, nnd afta-r his nttemint: to ' 

hnrroiw from the DTB,, in~cluding the DTiB's 'etNapIic
and unfair collateral requirements, he i. o icljo o~ 

approach them .gain. ,: v. . 4' -4'

" 

'4 0uj. ,' 4GOXTTRNNNT/RECUlATORY - l-Soura, points to the instbi ty of 
-'- economi-c nrohcIe _h4T1c~ -re to hrm 1SC's rol itionshins w~ith 4 

foreirm siinnliers."" In"April of 1984. for,,exainnl FSC placed anlnre 
~,, ~, ,. or'der for stainless. steel with a French' sun'plier. One .vear later. - 4

FS Fi.teel. I/;A-1s'. 

j4,ptle. inei FSC'relations with the French supnl ier deteriorated,
4~ 4- . arkI-Soura iconclude sth t tnstnntlv c-hnnoing ijxv&rmc't4-olicie 1-'

-4 ~4-~4-'~~ are Prom4 pt,.nT foreincommpanies to refus-e to dcii wi*h Fnvtian, j ',

4' - -4 usinesses. 4'4. 
4> 
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ASSOCIATION WITH FEDERATION: INFOPMATION/SERVICES 

ESC has had an excellent relationship with the Chamber of
 
Engineering for the past 6 years, The Federation in general is
 
perceived as the only official channel between public and private
 
sector producers and as such, should seek to improve commumication 
among its members. The C1amber keeps ESC informed about various 
upcoming seminars, and responds to periodic ESC requests for specific 
kinds of information (e.g. technical) or assistance with government 
agencies.
 

Chamber services could be improved by the provision of inform
ation on raw material suppliers, new technologies, international
 
fairs and training provided in the United States. 

LESSONS LEARNED 

The on-going success of the EI-Soura Company has been based
 
on the ingenuity and hard-working attributes of its two.,owners.
 
The two El-Soura brothers inherited a small factory and have turned 
it into a thriving and profitable operation. The constant emphasis 
on quality production, coupled with on-going efforts to update and 
streamline production activities should serve to provide the basis 
for sound future gro-wth. 

LIKELY FUTURE CONSTRAINTS 

To retain its current market share, ESC must keep pace with 
its neighboring competitor, the Zorba Company (C.S. #30 ). Based 
on current observations, both companies are likely to grow and 
expand and will undoubtedly remain arch rivals during the coming 
years. 

\I 



Case Study #28 * 

THE CATAMINA COMPANY 

BACKGROI ND 

The Catalina Company is a small ready-made garment factor
 ,
 
involved nrimarily in the production of swim wear for men, boys 
and girls. Located in a 2nd floor flat in downtown Alexandria, 
current fixed assets of Catalina stand at LE 125,000. The factory
 
currently emplovs 22 reonle (nrimarilv younfz women 
ages of 16-20 years old) and is operating at 50; c
owner and manager of Catalina is Mr. Said Hussein. 

between 
nrMcitv. 

the 
The 

COMPANY HISTORY AND EVOLUITION 

The original Catalina Company was founded by Said's father 
in 1940. Production started with 7 sewing machines and 10 laborers. 
The elder IHssein died in 1958 and the factory remained closed until 
7 years ago when Said decided to enter the ready-made garment 
business. At present, Catalina is producing 12,000-14,000 pieces 
per year, the greatest majority of which are men's and children's 
swim wear. Growth of the company has been rather slow as current 
assets amotmt to only L 125,000. Catalina is operating at 50; 
capacity and the owner maintains that he could triple his production 
if he could find qualified employees. 

KEY PROBLF2I AREAS, ISSUES AND COMPANY APPROACMPS 

1. RAW MATERIALS - There is only one company in Egypt currently 
produ-i'fi7--1-cra and its capacity is not sufficient to meet domestic 
demand. Nonetheless, Catalina cannot get government permission to 
import lvcra from abroad. In addition, the thread and other 
accessories smplied in the domestic market, particularly by the 
public sector, are of poor quality 

*This is one in a series of seviral small business case
 
-
studies currentlv being prepared on behalf cf the Pderation 

of EgypMtian Industries and TISATD. The information contained 
herein is b)ased on -ictual in-denth inter,,w(s) with key 
renresentative(s) of an existing cn'manv. Names have been 
changed to protect the confidentiality of sources. 

k 
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Approach: Since Catalina's production focuses on swim wear,
 
lycra-is Hnextremely important and necessary material. Unable
 
to obtain it locally, Hussein substitutes a lower quality stretch
 
polyester material which detracts from the Quality of the finished
 
product. The company nlaces great emphasis on quality production.
 
as evidenced by the uniform and neat stitching of sample garments.
 
The owner is visibly upset about his inability to either obtain 
lycra in the local market or imort it and believes that the Chamber 
of Spinning and weaving should assist him in this regard. 

2. LABnR - With the exception of two middle-aged men, Catalina
 
emloyeels-are voung women between the ages of 16-20. The company

experiences great difficulty in attracting new hires which Hussein
 
attributes to the competition from new,investment factories which
 
can afford to pay higher wages.
 

Anproach: IHussein trains all new personnel himself and
 
nlaces great emphasis on quality production. After visiting the 
Catalina factory, it appears that the owner is doinrz a pretty sound 
job. The factory, though small, is well-organized and clean, employee 
are hisy, and worker morale appears surprisingly high. Hussein report
that his employees make on the average LE 12-15 ner week - perhaps the 
basic reason why he has difficulty in attracting additional employees. 

3. MAR TS - Ninety-five percent of Catalina's annual production 
is mal-e-t-e to the private sector. Hussein says that the majority
of his customers (princinally retailers in Alexandria and some whole
salers from Cairo) come directly to the factory to purchase desired 
ruantities. Pointing to the good name associated with the "Catalina" 
trademark that his father established back in the 1940's and 1950's,
Vhssein has maintained the family tradition nf rualitv nroduction 
and says he has no problem in selling all that he can produce. 
Hussein is aware of 20-30 other factories which are nroducing swim
wear but states they, cannot co,.ete with the quality of Catalina's 
production.
 

A small percentage (5 %) has been sold to the publically
omed (mar Efendi stores, but Hussein savs that after this season 
he will not deal with the rublic sector any more because he has to 
wait too long for nayment.
 

4. EIITTP1ENT/SPARF PARTS/M'tTNFTN.NCE - The 21 sewin machines 
owned- V--lh7iqTin are a c-mhinati-ohWf Singer 0I.S.,), Rennldi 
(Italy) and .bki (,Tapanese) machines. F'nnlovees are trained to 
service their machines on a weekly basis. If a major enuinment 
nroblem develons (reportedly rare), a technician is called fro 
a local import equinment comflanv.
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ASSOCIATION WTT! FEDERATION: INFORMATION/SERVICES 

Hussein reports that Catalina has received no assistance
 
from the Chamber of Spinning and Weaving. He does not receive the
 
monthly news letter* nor did he receive a copy of the information 
sheet. The Chamber could assist him tremendously if they could
 
help him obtain permission to import lycra. The owner would also
 
like information on alternative sources of supply for raw materials 
and accessories.
 

LESSONS LEARNED 

Despite its smallness, the Catalina Company is a fairly
 
impressive operation. The owner's emphasis on quality production
 
is apparent ,ild he is doing a good job in training his workers well. 
It is unclear why weekly wages are so low - (Hussein points to the 
high cost of raw materials and high Social Insurance payments 
averaging 40% per worker), but this would seem to he an obvious 
reason for the company's difficulty in increasing production. 
Catalina's growth has been slow and this is imlikelv to change in
 
the short-term.
 

LII IY F(TURE CONSTRAINTS 

Catalina's greatest asset is its ability to cnmnete in the 
market on the basis of ouality. Its denendence on private sector 
customers will require a continuing emphasis on nualitv if the 
company is to remain in business. If quality deteriorates or, even 
if it stays the same, Catalina may have a difficult time in comnetin. 
with larger, more advanced factories which can better handle operational 
costs by higher production volt nes. 

*In a meeting with renresentatives o7 ti- Chamber of Sninninr and 
Weavin- the field team was told that all members nre sent a cony 
(f the Chamber's monthly newsletter. A second doctuent, a comanyv 
information sheet was sent out to all mombers in 1 -ie 1082 with 
resnonses comin- hack to the Chamber in 1983 nrd 1084. Rnth of 
these lociTnents are hein,, referred to in the focus interviews with 
ready-made garment prorhicers in an atteont to ret ;oT1e feedback On. 
the Chamber's oltrench canacitv, the effectiveness of +-le informa-
Lion keino r1ics;ninnt-N1, etc. 



CASE STUDY # 29 * 

TIlE ARUBA FACTORY 

BACKGROUND 

The Aruba Factory is a small reidv-made .arment operation
located in a ground-floor flat in Dokki. Aruba started nrnduction 
in 1981 with initial fix,'d assets of I.E 7,000. Tt currently, 
emplovs 15 workers who p-- duce on average 20n nieces nor dn
(-irls dresses and denim and cotton suits for little bovs. The 
factory is managed by 'Jr. Farouk MIohamed and co-owned h Mohamed 
and his nartner, Ashraf Slria. 

COMPANY FITSTORY AND EVOLIITTON 

Between the years 1960-76, ,cW-med was involved in another 
ctarment oncration knitwear - which was primarily exported to 
Russia. After cooling of nolitical relations between Russia and 
F.ypt, sales deteriorated and Mohamed left the knitwear btsines-. 
Tn 1981, he and Suria established the A-iih, Fqctory with assets 
of LE 7,000 and 10 emnlovees. Arhua has had marginal growth since 
that time and is presently operating at 50-, capacity. Current 
fixed assets amount to approximately L 12,000. 

KEY PROBLEM AREAS, ISSUES AND COMP.AYY APPROACHES 

1. \A.RKF.TTNIG/DTSTRTBJTTON - When Aruba started onerations in 1981, 
-produditibn--f-O'C-Lh igo-m'h's dresses and uniforms (hotel), and 

marketing efforts were directed to the private sector. Concludingj
that the competition was "too stiff", Aruba entered into the same 
program hosted by the inistry of Suprnly that the Dallas Pacto.n 
(CS 46) and lansoiirn Factory (CS 012) narticinate in. Crrentlv 
75- of -\rba'snroduction is sold to the nnhltic sector. hile 
this sub-contract helps to keep Aruba in business, \ohamed would 

*This is one in a series of several small business case 
studies currently being nrenared on behalf of the Federation 
of Egyptian Industries and IISAID. The information contained 
herein is based on actual in-dneth interview(s) with key 
representative(s) of an existinQ companv. Names have been 
changed to nrotect the confidentiality of sources. 
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like to increase sales to the private sector and is working with
several other small producers to establish a small joint retail
 
outlet.
 

1wo years ago, Aruba was negotiating with Iraq for an e.xport
order, but according to Mohamed, the deal "fell through." IHe hassought without success tassistance from the 
 gyptian Export Promotion
Center (EEPC). 
 Fi-ht months ago, Mohamed visited the EEPC in Dokki
and was requested to fill out an anplication form. Ile has heard
nothing from the Center since then but was encouraged to follow-un 
with a second visit.
 

2. LABOR - Mohamed reports a 50% labor turnover rate which heattributes to girls who "leave to get rarried" and men "who don'tstay inone place too long.and who are likely to emiarate once
trained". The manager reports that his hig.gest rroblem is hecrn't fire emnloyees when he wants to and this calls for a chanue
in Egyptian labor laws. 

The factory itself is small, cluttered and somewhat dirty.Worker morale appears fair. Mohamed himself is the factory cutterand he also makes all garment designs. Some workers are paid on
a piece rate basis ..-d some a monthly salary averaging L,. 6n-150. 

1.1ohamed cites a great need for training centers for the industryand believes they should be hosted hv the nublic sector. Such training facilities would serve to boost the "image" of the ready-made
garment in(listrv which at this Toint is quite low. "ohamed isunaware of training activities hosted by the Textile Develorment 
Center in Alexandria. 

3. PAW NIt\T.RIAI.S - '!ohaimed nnints to the high cost of fabric in thelocal mark --f7d unacceptable fabric widths as imnedirents
competitiveness. particularly in the exnort market. 

to 

Arnroach: To address r matriql and nther nrnhlems as well,.!ohameIl"is-a-ttemntin(! to organize a oronn of 50-i-j0 nifrivate sectornrodiicers. Ile is taking the lead initiative and says the group
will register itself with ti-e inistry of Social WelFare. 1He strI vbelieves that ',oe kind of colloctit.e action is imnerative if srnalProducer are -onine tr stirvivo. The nhioctiprs of the ornon wol'i]he to take ioint action in nd(Wessin,, cor'(m n concerns and nrehlens. 

4. CREDIT - ,\niha has not accessed bank credit in t!e n,at -T)(!current-bit h interest rites ar' ,inrcceltahl' to the co,,.,nv. ' 
refroI t- Pre-ident "Muharak's recent nrrmise to revide leans tosmall 1m!,sinesses at 60: interest and hones the President ,ill n1 ,
rhrouih on h is coi'mlit',ent. 
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MHINR¥/SpAREpARTS 'tN 'iA equpment is of
 
Japanese (1 and ,French - .. Fight of the factory's
Jok)

16 sewing achiines -are sittihg, id6e sol in ca ofab-~dwin 
employee switches' to in- idle, machine. In addition, Mohamied's 
brother is an import: a'gent' 'fora French equipment company and 

neee i art are easilyhne th h this relationship . 

,6. TAXATION'- The hiph. o Soci:;nsurancte (4 
extremeii7V ifficul t for Aruba to meet oerating costs'. 

AppTroach: Mohl'amed reports that in addition,to the 15 employees," 
.offially" on the payroll, the factoy suh-contracts" ,ith out- 

si de. T h i soa p p o a c t o b y :, as q u i r e d, ;,d u a ln i n d i v e n b e A r u b - r e .,
social insurance payments ,for these individuals. According to 

Mohamed ",,all the small factories do the same thin . It's the only 
way we can -survive . 

19SOCIATION W111i FEDERATION: TNRAT ION/ S1riVICFS, 

The 'Fedcrtion/Chamber of Spinningad ering has' a: "limited 
ability to serve the private sector due to' its public sectr status 
Aruba does not receive the Chiobei newsletter* and, did not-get a 
copy of thle application sheet. The perceived ineffectiveness of thethe~~~~ 'sml:receiver
gru 


'Chamnber
tegup'fsalpocesone of the reasons why Mohamed is attempting organizeis t 

The manager cites a strong need for information on alternbte " 

sources of supply (particularly accessories) and new models and' 

LESSONS. LFRNED, AA ' 

Mr. Mohamed i very enrgetic man and 'is "attempting to make a 
success out of Aiuba/ which atthis point can be classified as.7' . . 

"strugln. Emphhsis' on quality. production' is absent' and at' this i 
ponint, the faetory anpears unable to meet the highly compneti tive ~ 
demands 6f the private sector miarkct. While his intentions are good, 
Mohlaifed admits that he I'll try for "'one more yvear' and if lie still ' 

faces the same problems he'll close the factory. 

*Tn a meeting with re.rese tatiA'es of the Chamber of Spinning and
 

lWTda!ing.,l'~the 'five1 temwstold tha all members',ire sent a,,cony ,
 

of the Chamber,' monthly newlette'r A second docimcnt, a compan'
 
information' seet wals' sent out to' ailI members in~late- 1982 with
 
responses coinnn l6ck' to'th Chamber, in 1983 and 1984. Both of 
 A' 

docluniets ar~e beinha re'ferrr t'V in :the': focus 'intervi ews with 
iedv-miade Qarmnent'p-roducers-in ~ teo ~~' on~fobc~o 

i " Anmlber Is,, outreach the 'e ~nc~ informa-r,'AC. cpct fthe 
A'Uan~nbci issemjnated~ etc."v' ~ ~ <' 

~A 
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IMZORBA COMPANY 

BACKGROTN 

The Zora Comnanv is a manufacturi ng, operati~n wh ich
 
rn'ouce~ ainiin an non-stick< Fllminim cookware. ohai
 

located in an industrial section, of Alexandria, and it emnlovs

200 neonle. Ritre~nt, fi xe asesothcotn re esited rit
 
1,F 300,00. Zo'ihaIs founde'r. and owrner i-, Ra fik -Zorhr: he' i s
 
asi sted, in mninac~menti hnis foursos
 

MPANY hITSTbRY ANT)DIOLUTION 
Orb Co1a onedt 6-i 

The initial 'ZoaCows fone~n' 96 i 1964, the 

companvy was nationalifed. In 1.168,9 after ,a foir yar. bre, 

-


Zorhall hoiirlf an oldi -factory-, rehiuilt it..ohsleie"equilpTi~int nnd
 
with 20 workers, agiain 'commenced nrodictioii of alini-num cop''rTn1q7 orhieneedino a'"nii+case2 agreement, .with :FErench ~ 
companiv for tefloji nd hassnc hoe n roducin nr -sic cool,<wnro 
a1S Well. Two months ;:Igo, rr-luction of stiinlpsS'Sfecn.arb 

A~ alsoho~R R&n'nrtd qnnil iro~dj/Cti& , firilire risrnlf tr'n~of on 
-stick,alminui~i ndr 600 tons of ',n1lim Wdc~~'nomritinn on) 
rnnill sal 'Iwsinot forthcnminrw." 

In 198~2, the 7orha (!rTrnI's -relocqrtod 't'a 700~ r 
faci 1i tv j The fnctor~r -ind its~grouIT) of -wel 1 fitrni,'I f ront, offi co,

owlte Irnnressivie Ahvin tian 'stnnrlirds. Tn fict, Its nhvs i c' I 
rinerin. would c()Trto nnymoriern nteUfiictnorr r'~ 

Tuoe inmt ion ,_Aeirned from 1Io'ldmn~ soircc holirw-rrrr?,'nrt thit. the 7nrhi' cmnnnv c'reni -vi~n~ittn~~ 

7<ISSITES TSS IRFS ANDNN- QPANY, T ph. 

1.'- UTT1-I )T T R1fl.TON S1ixtv',nerccnt of 7orbhal ,inniu-1.1produiction, -I" s tote. 1 uli '.eto tA~ ~r~ann~49 O ' 

ib I c r herm - . 

'~---This,.is o'ne IIIa 9er 1eo lof--seve'ral hulinessY:caso, ~'2sttidies ciirre-ntly. be on h!ia -neaef thef,dcratrnn-:-;-Y-ian Tniitils,n~' nrepar('d one tafb~"-
-

.in ri71ati on',coflt.lfl'(1n 
lore -in J's' hnse'd:on L7!n, *'' renresentnt] of",i s. cpmiv hex1'o in 

-~t-ie ~ onFi (Jentiaalt\* nf~ qm~i os
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retailers and wholesalers in Cairo and Alexandria. Privaite sector 
sales are facilitated hv the company's retail shounTeom, located 
at the entrance of the factorv. In addition to the disnlav and 
nromotion of its own nroducts, the showroom is also used for sales 
of imnorted nroducts (Anpliances, glass ware, cleaning smlies, 
etc.). Zorha is the import agent for anroximately 2n Furnnenn 
manufacturers. 

A critical area for the company's production is packaging 
i.e., stainless steel production started 3 months nao but to (late 
the nroducts are not vet in the market due to the 1lack of boxes. 
A local Alexandria firm is working on the desi..n and nroduction oF 
the boxes, but comnanv officials renort that this nrocess will take
several months. Tn the meantime, finished products are bein! 
stored in a warehouse section of the plant. 

Zorha reportedlv has 50 of the national market for hicrh-namlitv 
alluinum cooware and the Zorba trademark annears to be well-know. 
Promotion and sales are Facilitated by re.ular television advertisinn. 
The comnanv's biggest worry is obviously its neighhorin! comnetitor. 
The Fl-oura Factory (C.S. H17). 

2. IAflR/TRATNTNG - 'lana cment reported no significant prohleps
with e-d---ao-r. The company conducts its own in-house 
training activities and management states that it is siiccez,,! in 
retaining emlovees hecause they nay well -. including renlair 
overt ime. 

.fnnaqement is of technical nrovided )N 1h7aware qszistance rT 
hut stateq emhaticallv, 1oenot- need them hecanuse we are 
already doing w,,hat they do." 

3. TE7.CINnI.nrY/FnIITP'f.m/" A\TrNA",Cr- - This ,odern factnn, i s of 
Kirby *cbihdnictininT !ioh'ses severhl nieces of h1i--tech eninmen-. 
nrimarilv frm Ttalv, France and Cermany. Prodwtion activities 
are similar to thnse found in te rl-qoiira Vactnn, - hwt jI'i , 
hil moreor,,inie' in tor-€ or strainbit aissembly line nronucti--. 

All of -in orhas travel fronilrTptlv to Ftirnno and t 1,1 rve 
establi shed -nnrl workinn relatinnsl in- wit), .'iironean erm-lmont nr:'l 
rm., material ci -n! iorq . ive-,enr 4iimnlv or major znirr i.n- t, : 
niirchaserl with eac, niere or eniii-rnt*. "inor snar, ',lr* 1r 

nrnrlr-r1 in a .'lnT1, cz1r- crtion or-t1 p :'icterN,. Routine zorvicp -incl 

maintenanre ir-' nrvilr1 in-horisn. 

,4. (TTPTT - rla mnnaromo-- rer -r'erll' rt,rl t.ice t- acc-ss 
credit from the nevelonment Tndistrial Bank (ITP, . hut concldedt 
tat th T.'s g,,! iatzra! , ere tolall un'- ""';a'1r.r. 

\\
 



nther than short-term lines of credit with n counle of commerical 
hanksm. nnaqement stated that it does not access hart credit. 
Tndenendent souvrces, however, revorted that the comnanv currentlv 
has loans oitstandin, in excess of Pq A R mi!lion. 

ASnCTATTn'W '.'TTnr TT-7PPnATTuN', T\TnP,'ATTN\j! ;FpxTr q 

Comnanv manaoemvnt initiallv indicatedi that the cnrranv receives 
no assistance from the Federation/Ch,mher of Fnineerinr. ''Ti 
Chamber only serves certain companies and does not Oeal,'ith al1 
companies on an enreu1 basis." 

,Qne of the Znrha sons, Pari , bc';mo- i n yvrntl,";er ,in 
a second term as a member of the Chamner Ronrd. 11,en asled xh' ho 
was serinxr a second term if the Chamber is perceived as in 
inefficient orqanization. Rarv's reply was that the Foderation/ 
Chamber does nrovide a foomi for nddressinP the mnutalM corcerns 
of nublic and nrivate sector nrnluc: rs. Pe Airtter aereed that if 
the Chamber could develon a cnnability to nrovide information on 
such areas as alternate sunnliors/nrices, this would increase the 
stature of the Federation/Thmher in the eves of its members. 

,.SSONS ,EAP\WD 

The Zorba Cnianv's success to date has been backed b the 
over 40 years of exneruence of its owner/founder. Tt does have an 
established renutation for nrnduciny high-ouality nroducts and 
companv management rennrt that sales are "always increasilir." 
11'hile the company's new fnd modern €acton. , is nnite imnresivo, 
its corresnndins indebtedness to the tune of INq OR million 
makes it nuite diFicult to aue the "roal nirturo." .Aned on 
the fierce rivalrv between .orba and the rl-Snra Factories,
hoever, it is obvious that Zorba is attemntinp to "ot-class" its 
competitor in terms of anpearances. Only the future will tell if 

.
this expensive strnten, will nay off 

,f 



CASE STI DY 4 31 * 

WASTIMATIC INC. 

BACKGROUND 

Washmatic, ;nc. (WM is a multiple manufacturing company 
which Produces washing machines, steel furniture and stainless 
steel catering eouinment. The factory, which encompasses 6.000 
sq.mtrs. is located in Nasser City. A small retail show,-room is 
located in downtowr Cairo. Total investment in the fnctory 
(including land which has a current market value of IE 1 .5 million) 
approaches LE 4 million of which 1E 1 million is allocated for 
working capital Turnoses. flne hundred and fifty emplovees (50i 
skilled, 50% 'trainees') are currently on the comnanv 's payNroll. 
WI is omed and managed h,v MTr. Rashed Gamal; his three sons, Adde, 
bhamed and Hussein are resnectively resnonsible for overseeing
 
production, credit,sales and marketing activities.
 

COMPNY HtISTORY AND EVOLIITTON
 

In 1961, Rashed Camal, then employed by the Civil Aviation 
Denartment in Port Said, experimented with producin2 an automatic 
washinq machine for his familv. Originally started as a "hobby", 
(Garnal had no hackground in eneineering,) the first machine was
 
Produced using elementary tools. Encouraged by friendd to produce 
a washing machine for them, Camal proceeded to establish a "mini 
workshon," (the workshon was provided bv the Governor of Port Said 
who also encourage-d Camal to produce for the local market), hired 
3 other men and within two years was producing 10 machines Per 
month. 

In 1967, after the October War, Camal relocated to a ,(nn so. 
mtr. factory in mid-town Cairo. By then, nroduction had increased 
to 40 washing machines per month. The local market was censumin.e 
WI machines as fast as the factory could produce then, and in 1979, 
WI again relocated, this time to a 6,000 sq. mtr. facility in Nasser
 
City. Product diversification hegan in the mid-1970's as Iff started
 
producing steel furniture (File cabinets, desks, etc.) and, more
 
recently, :tainless steel catering enuipment (insulated storae
 
units, utility carts, large sinks, etc.). Total annual sales are
 

*hT'is is one in a series of several small business case 
studies currently being nrenared nn behalf of the Federation 
of Frl~mtian Industries and TJSATPD. The inforiation contained 
herein is hased on actual in-depth interview(s) with ke" 
renresentative(-0 of an existinv cnmranv. Names hawv hec'n 
chnnged to nrotect the confidentiality of sources. 
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now approaching LE 2 million, and the comnany is planning to expand
 
present activities by the construction of an 11,000 sq.mtr. facility
 
in the 10th of Ramadan City.
 

YPROBLN ARFAS, TSSIJES AND COMPANY APPROACITS 

1. RAW MATERIALS - WI has experienced on-going problems with obtain
ing "Fha k steel from the local market. Reortedly, there is only 
one public sector company Producing this tvne of steel. 

Annroach: Fed up with "hassling" with the Public sector 
comron)-, Chinhl Placed an advertisement in "Ai-Akhhar" one year 
apo, in an attemnt to focus public awareness on the procurement 
problems facing nrivate sector producers. Subsequent governmental 
action made lar.ger quantities of steel available, but in so doin.,
the public sector company doubled its Prices. It is now cheaper 
for WI to btry imported steel and this is what the company is oresentlv 
doing. For "black" steel, stainless steel and other imnorted items 
(motors, timers, indicator lamps, etc) WI purchases needed raw 
materials through a local ijort firm. 

2. CREDIT - Inview of WI's current exnansion plans, the acquisitir
of cret-t-is an immediate need. According to the laws which .overn 
the new conlnunitv development cities, WI must Pay for the land in 
the 10th of Ramadan (IE 400 ,000), construct a factory and begin 
Production within a two-year period of time. 

Anproach: Canal has sent a letter to the inister for New 
Conmmnity Development, recuesting that WI be allowed to nay for 
the land over a 10 to 12-year Period. No response to his renuest 
has vet been received. 

Reg.arding current interaction with banks, WInow has in 
total IE I million in loans outstanding from the Bank of ,airo and 
the National Bank of Egyt. An on-g7oingy "facility against goods"
is also in 6peration with the Bank of Cairo. A locked materials 
warehouse is on the WI premises, and as materials are consumed, 
nax~ment ismade to the Bank. 

C,r,,al has attempted to borrnw money under a q,,ATD-snonsorod 
credit nrnqrarnm throimh the MI. Disnleased ,:ith hi,h "iod "ulnfir" 
cllateral rerquirements and long, nd comlicated loan nnnicntion 
procedures, the owner !,ave un on pursuing the loan further. Carnal 
concluded by saving thqt 'wYe, T need credit, hut T cannot and will 
not nut up my entire company to secure a loan." Siecificallv with 
re.-.ard to tJSAID initiatives, Camnal insists that the Afgency mst 

V"~,
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make "direct" contact with owners and halt the complicated procedures

of working through governent banks. 

3. MARKITTNG/DISTRIBUTTON - WI is currently producinf! 1s,oo
 
washing machines per year and this fimire represents a government
imposed production limit. Apprrximately half of its annual washing
 
machine production is sold under contract to the public sector.
 
The remaining 50 is sold to some 300 retailers thrnughout Egypt. 
As mentioned earlier, IVT also has a retail showroom in downtown 
Cairo which helns Facilitate sales to the nrivate sector. 

The nroduction nuota on washing, machines encouraged the 
company to diversify in the l97n's. Presently, approximatelv 5090 
of I's production is ,eared to steel furniture and stainless steel 
catering equipment. With regard to the latter, company management 
state that therc is an "excellent" market in Egypt for such products.
Sales are targeted to hotels, restaurants, hospitals and medical 
laboratories. Recently WI received a contract from an Alexandria 
laboratory for the design and manufacture of stainless steel enuip
ment for a new facility. 

Future diversification revolves around current negotiations
 
with an Italian company to act as import agent and possibly a technical
 
cooperation agreement which would assist WIT in the manufacture or
 
semi-manufacture of additional types of catering equipment.
 

A few years ago, WIexported a small quantity of its production 
to the Sudan; export sales have since stopped (as the domestic market 
is constuning all of 11I's production) , hut the comnany nlans to resne ex
port injiatives durin7 the next few years. 

4. LABnP - WI management renort no problems with labor. In l073, 
the coinnhnv began to formalize in-house training initiatives hy 
hiring high-school drop-outs between the ages of 14-16. These young 
boys were nlaced in ,n "annrentice" type training program and were 
taught various asnects of the 1,;T operation. rn addition to its 
own on-going training activities, WT has also received assistance
 
from EIDPC. Fmnloyees, for exaMnle, have- narticinnted in FI1X" 
trainin- courspq n arc welhliro ncl metal c,,ttin. Ad(di tinal 
EIPFC seminars have benefitted MT's mana-ement and suae-vi.nr
staff. 

Penendinn on seniority (a few of Camal 's emloveos iave 1,een 
with him since Pt.,Said) and !kill levels, monthlv sal ,ri,,s av-eror 
betwen I lfl and 1.1: Sfnn. .ieht to tron senior nersonnel have use 
of a comany car. Cverall, Gamal states that '"e're one hi,, fnmily 
here." 

http:suae-vi.nr
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5. FQUIPMNT/SPARE PARTS/MAINTFNANCE - The maiority of WI eouinmentis of 70bpen IFast NdTe- -, Italy, Japanese andn-n& U.K. ),
Fvtian origin. For all imorted enuipment, a 5-year suinlv of 
spare Parts is imported at the time of rirchase. Tnformation on 
notential eouipment sunliers (including specifications, rice,
quotations, etc.) is obtained from the import agencv which handles 
all raw material n'rchases. 

qervice and mnirt-,nnce pose no serious nrohlems. Minor
 
renairs are handled in-house: for major renairs, WI callq on one 
of its -friends" who are full-time technicians in nublic sector
 
factories.
 

ASSOCIATION WITfIl FEPPATTON: TNFfRtTTnN/SpFV\TCE 

The owner renorts that no assistance has been received from
 
the Federation/Chamber of nineerinp. 
A year aqo when Gamal was 
attemnting to huild surnnrt for his raw materinls -rocrrment

-rohlems, the nwrer renorts that Federation/Chamber nersonnel
 
"scurried away like rats." 
 The comnanv is a member of the Egyptian
Businessmen's Assn(EBAind has worked with other Private sector nro
ducers through the ERA to discuss common interests and worK
 
together on common problems.
 

Tn the area of information, WT is interested, but a hit
 
frustrated at this point, in initiating contact with U.S. enuipment
 
and raw materials suppliers. After rarticinating in the Cairo Fair

last year, WI sent a series of correspondence to several U.S. com
panies. To date, no replies have been received.
 

LFSSONS I.FARD 

From startin with literally no capital, Washmatic, Inc.
 
has developed into a large (by Fg-tian standards). divorified 
and successful oreration. It is currently the largest private

sector nroducer of washing machines, and although finished products 
are not overly sonhisticated, their retail price (IF159.001 is an
affordable one for Fgypt's expanding middle-income population. In 
addition, I s diversification into catering equipment underscores 
sound planning for the future hy coman management. The nneration 
iswell-managed and WI is well-nositioned for continued rowth and 
nrofi tahilitv. 

LTIKF.Y FIJTIJR CONST!'ATNTS 

WTI'' itmrelooks bright; however the inability to access
 
additionaI sources of credit may delay current e.pansion activities.
 

'/V
 



CAS 0 3 'S.M 

~~~k7 B1OL~O FACOR3Y\,.. 

BACKGROUNM' '$(2'57.I.I 

~The -' Bolo Factory is,;a:.readv-mide rarment operatifon'.i6cated
in: dowvntow'qn 'Calr 1Vt em1p~o 100 am ua~ls-esb~an 
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KEY PROLP I~JAREA ' IUS ANDOPAY APP-- IT 
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5und irelations4hins'with 'tPi, nuic sector 'huve'rs n id c1 is vem 41'I5 **
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nroduce underear under license with a European comnanv. No 
exnlanation was offered as to why the agreement is no longer 
in nlace. And last year, neqotiations were held with a U.S. 
jeans manufacturer for a nossible joint venture between the 
two cormanies. The T.S. comnanv targeted nroduction at 3,000 
jeans ner day and Bolo owners concluded that the Egmytian market 
could not consiume such high nuantities, in addition to the fact 
that good-nuality denim material was lacking in the domestic 
market. In general, Bolo owners indicate that the level of
 
rualitv the factory is currently nroducing would not meet the
 
demands of forei(7n markets.
 

2. IARn - Rolo exreriences high labor turnover which the 
owners attribute to: 1) lack of training for the industry in 
general; 2) the attraction of hig.her salaries elsewhere; and
 
3) drugs. Gaber believes that drugs are becoming an increasing 
problem for Egypt's youth and in his factory, he attempts to 
weed out those employees suspected of dru",abuse. 

Monthly salaries average between LE 100 and 15n and Polo
 
also nrovides a number of fringe benefits. Overall, Boln owmers
 
cite a critical gan in the area of training.
 

3. TRAINING - The factory has received somc assistance from 
ETDCt VMS-Ite Salia narticipating in a number of ETDC-sponsored 
seminars on management training. She evaluated the seminars as 
extremelv effective and ii-o-date. Two years ago, PTDnC was 
willing to provide some on-site training hut since Polo had a 
Cerman engineer workin.- at the time, they did not pursue the 
EITDCC offer further. Now, the oiners report the, do have a great 
need and desire for training assistance. 

4. RAW MATERTALS - Polo nurchases most raw material innuts 
from the nrivate sector because tiere is more of a variety and 
generallv materials are of better riiality. 

5. CREDIT - "Polo is the hank," says Caher. The company (Iees 
-not access han credit (current interest rates are too hi. h) 

and Bolo owners have a stated aversion to going into debt. Tf 
a new niece of equinment is needed, the monev w ould be taken 
from Caber's "personal" resources, TF a s-ecial loan nroi:ram 
were set un with 8-1() interest, the owners might he interested 
in borrowing. 

ASSqnCTTTnN WT71lI FFD1FRATTON: INPOnp'tATTOM/,xSPR VT C 

Caher conqirl-rs the ederntion/Chamher of 5ninnin, anA 
W!envinq to hP poorly, nr,-n;-d and ',-eyistin tor I i ' rtin c. 
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He does not attend Chamber meetins beciuse he believes they are
 
"a waste of time." Polo receives The Chamber's monthly newslettpr* 
but owmers believe it is only of marginal use - narticularlv informa
tion which arrives outdated. Gaber wouL(1 like to see data and 
statistics on industn capacity, production, etc. incorporated 
into the newsletter. Needs for information on international 
nrices (raw material and enuiiment) and new technnlor 
voiced by the PolIo owners. 

were also 

LESsONS LFARNME 

Bolo does have a well-known name in the market and in 
view of the Caher's family history in the rjarment business, the 
company has to date been very successful. Polo owners are nnt 
narticularly interested in exransion as they are uncertain about 
the future of the readv-made cirment market. 'V'.e're croiny fine 
and are satisfied to wait and see what hapnens." 

LTKELY FT-TnPP CO!qTRATrTN.1 

Pnlo's heavy denendence on nuibli c sector sales subjects 
the comnany to drastic drons in pro(uction if the qeneral economy
is denressed, as is the present case. Dliversification of marketinc 
activities may heln to reduce the nossibilities oif such fluctua
tions.
 

*In a meetinc- with representativos nf the Chamber of Sninnino nid 
Wenvin,, the field team was told that all members are sent a r-, 
of the Chamber's monthly newsletter. \ second doc~lrinnt, a romnanv 
information sheet was sent out to all members in 1ato 19R" '-:itl 
resnonses cnrinn hark to the Clhamher in 19S3 nd 1,QA. lBoth of t,.so

" locinnents are beim referred to in the fnculs interviewswit -r 
made ,armont lroihcrrs in an attemprt to ,,ot qrlye f-cedback on t!e 
Chamberls outreach capacity, the effectiveness oF the in formatinn 
beinn disseminated, etc. 

;* ( 



CASE STriY # 33 * 

THM SIMBEL FACTORY
 

BACKGROUND
 

The Simhel Factory i.s a ready-made garment oneration which
 
produces over 150 designs of children's clothes. The factory is

located in a 3rd floor flat of a residential building in down
town Alexandria. Simbel is operating at full canacitv which 
equates to an annual nroduction volume of 250,000 pieces and
sales of LE 1 million ner year. Seventy-Five neonle are nmnloyed
by the factor,, most of whom are youmg women between the ages of
18-25 years. Simbel is solely owned and mana.ed 1wr Mr. ohamed 
Abu Simbel.
 

CQ\IPANY HTSTORY AN) EVOLUITTN 

Simbel initially entered the ready-made garment business 
in 1965 with an Fmtian partner. Tn 1969, he decided to onen 
his own factory and began by importing 7 second-hand sewing 
machines from Beirut; initial fixed assets totalled T.E 5,000.
Until 1975, compnyavrowth was rather slow. Since then, however,

production has every and annual salesdoubled three years currently
stand at LIE 1 million. Total fixed investments (approximately
50 sewing machines, 5 steam-nress units, cutting room etc.) is
 
now LF 80,000. The owner is nlanning to move to n larger site
 
within a coimle of years which will increase his nroduction 
capacity by 25. 

KEY PROBLEM AREAS, ISSIT.S AND COM,,P.ATY APPRlAC tETS 

1. tARKETS/T)ISTRTBIrrTON - Apprnximately 40-45' . of Simhel s
 
annua"i bdt#iii..s h1! to the nublic sector for sale in the
Omar Efendi, Chemla and ltannautx department stores. The owner 
renorts that he has established a good relationship with the 
nuhlic sector buyers and is paid for goods within 30 days. 

Remaining nroduction is marketed to private retailers and
wholesalers in Alexandria and Cnirn. Simbel snends one day n 
,,eek nn narkotinr and nromotion actiitips. Prnduction for the 

*T.is is one in a series of several small husiness case 
stuidies currently hin,: nreonred on behalf rf the Federatinn
of F-vntian Tndistrios and UrSATM. The .nfornrion contained 
heroin is hised on nct,il in-denth intnr 'ie,(s) with krn" 
renreent-rtiierrs nf an exiqtincr crnnn-'. Names havo been 
channrnd tn nr-toect tho c~ 1 'ti ~ i1-rnQr 
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nrivate sector is tied to orders and Simbel states that due to
the well-known "Simhel" trademark and 
 the company's Paymentpolicies (cash or 30 days credit), he has also established noodrelations with Privnte sector hbuvers. To increase vsn . the
 owner is thinkin7 "hout oneninT a small 
 retail outlet in 
Alexandria.
 

2. IABnR - No major nrohlems were renorted with regard to
 
labor.-----


Anroach: Simbel has taken a nuite uminue approach to"sirenzzsi£" emrlovees. Ile has installed a video monitor which
allows him to watch all emnlvees naid on n monthly salaried

basis. The factorv includes 6 wnrlinn rooms, 
 half of which are
occupied hv emnlovecs naid on a "nic-rnte" hnsis. 
 These erlovapsnre not monitored. Tn the rnmninjn" 3 ronms, the caera is constnntlv moino nnd npears to meet the m,,nrr's ohorviwP* Tho':nbthe entire f arnr. space i, qmnll nnO rrimned, omnln osI nrn bard 
at WOTk -nd mornle -',nnrs tn he ir,", nord. 

-mhel is not 'iare of in trninin-n rnca-ms {for the inhustr,hut feels this represents n mnnr 7nn. Srecificnllv. he u,,'odd

like to train a new cutter and is caueht in n bind since his
present cutter is ,nwillina to train somonne else 
for fonr of 
losing his own ioW. 

3. FTpMF\T!SPARF PARTPT /'fTMVANF~  7nli-mr~e-t i s of Tapapc'so.Tli'i ind (OTOa P-4l ,i'.r n "ii"hol rTOOnrl-s that he hasnccnsinnnl nrohlems with ser'ice and mnintennnce as the technicinn does not always resnnnd rromntlv to service calls. Snrenarts are at times difficult to obtain and when this occurs,Simhel says he sells the mnchine and buys a new one. 

The owler is interestod in nurchasin. : W,'vricnn- madehutton-hole machine that he saw on disnlay three "ears ago at a German trade Fair bit is Wnxinn difficultv roniin: contact with 
the U.S. comnnv. 

I. CR.T.T - Simhel has never accessed bnnk credit cxcent for"tax" Purposes. Annarentlv, he received n bank loan at ore noint.hut did not use 
1

the Funds eyc-t on tn-n dnrlctinn on his inrotax returns. !e would only he interested in hnrr1.-inn if iF rrt 
-rites wnre" 1M nr lower. 
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• SOCTATTON WITI FFDERATION: TNFOIRMATION/ ERVICES 

No assistance has been provided bv the Chamber of Sninnin'
 
and Weaving. Simbel receives the monthly newsletter* but states
 
it is no help. When asked whv, the owner replied that he's
 
"not interested in reading."
 

With regard to information, Simbel has needs for information 
on raw materials (particularly accessories) , new designs, and 
credit facilities.
 

LESSONS LEARNED 

The Simbel ownmer considers his operation to be successful due 
to: 1) oualitv production; 2) good treatment of employees; and 
3) credit extension nolicies for buyers. Unlike many other ready
made garment factories visited, the Simhel Factor, is onerating 
at full canacitv and is planning to expand. The owner "feels" 
that market demand is increasing and is planning for the future 
accordingly. While his video monitor may not be well-liked 1v 
emnlovees, it appears that productivity in this particular
factory is higher as a result. 

TLTKF.Y FUTrRE CONSTRAINTS 

Despite the absence of hard industry data, Simbel annears 
to have established a fairly sound business. The concentration 
of production on children's wear would seem to augur well for 
this e.xanding segment of Fg.rt's ponulation. 

*Tn n meetin, with renreseptatives of the Chanher nF Sinninr, and 
Wenving the field team was told tO,nt ,ll riflmbers are sent a c-on. 
of the Chamber's mnnthly newsletter. A secnnd clnciinrit, .1 Compflflv 
information sheet wns sent out to ll members ir nte 1n82 with 
resnonses coming bacd to the C(,nm!,pr in 1983 and 19.94. Bnth of 
these docinents are hein, referrod to in tho Fnc,:s inte..,ie' ,ith 
rnnd"-.nde -nrment ,nrcdhicors inr n attempt to n ri OT)e'd!,
il~o Ch.mber' cz r i tci -. ,er'tr,~-n', - ort-il ror ss (F 1-1- informa
tion beir- clis' ... ii.nat,, 1 , e- .
 



~ j,7. .,\CASE,-STJDY #34, 

Alxnri wetCrw"iin AC is a'small factory producirnfT,'.1
f-li preser~ves nd' -jices'. Thle company is located in 'the s'huIh 
oif Al exandrihia d 'i ts_ operat ion is very elemenriyle 4The,'total

P~c~'iti-nper year is ,nof presered'frtmts' hnd,500-1000
 
tons .of juice. The' company emlyI workers ind ti stiff 0 n
 

~'~.1q5As,~ot1assets approache d, , million LT.H. with, a worhinr' 
canital of 200,000 L.. he na theT,''on-o coTav 

business on a dy--to-day,, ,'s 

C( EAN .r)TTTNAIJGROMr- .,. 

~The owner of ASC' M~r., TASSieh', hoi.Tht thc, husiness in 197n. 
Tt 1qIS a, small , factbiry. ind -sweet shop~fo~r canch',sand cakes., Tn 
197',the, hiisi~nssf orisied and he 'decided ooenoher small 

r~shop's in differen't a'reas'of Alexandria for 'th~e sale of cInyV. . 

cakes~ arid ratri., 'Tn 19,92, he ndded~k lnr~~q6 'o in theAi~iriyi 
area.~ 'The ibisiness has gwv terims 'fcapi tal,r siginifican2ly-in
vouIie aJasieb' starited in 'the 1.97' ih20,0'L.irrtm t 

Thie 'owner f~els thatp his husiness 1is doinri well ndc n'1 ai' 'for ex.,prnsin
>~ '~>id gTroith will ntnieii h for'tlicomifigVehyon 

KTY Pfln1WMI ARRAS, TSS9T IFS AW CQ\PAN\Y APPROAnF$ 

1. TECHNoLOG NDTEQUI[JPMETF\ AND HTCTI CAP TTAL', NTEPJ'ST RATFS -- Since 
preseres, Stich' theu~ oftayn Als 

n- fcopper pans nnd kerosene stoves foIr 
cook<ini(; the Pl nn i a e1th hnznrAI.1 the nossi1)i'itv of n fi-o 

'~~~~~i o I shrh'heits (Ilethnirist~e ofh of, Coki on keoeehpdolbmc
tolr~s. File.thi s ecnomi,11one it costs,metod n as rc'duccF,

.Ttnifijcfntlv, ithi~sj'tme of eementrin, eniiinnt hi nders- the 
7' Fnctorv,'s :caraci ty; forjexpansion 7r;'iTe compny%:owne~r is not- con 

"'~~ 

- ,Th§&iderinT exnansin'.n 'ii;vin& new 'rniireiit. The cost- of lonns i s--' 
Vor,,. irth nnrd he is nint ̂ ,, Iiln- to ain 18$?" For, a1n ' "inn, 

()tfTiv, if& nn isris ofdUSAD,'r Tn11 ibus~ain 'cotained,studn(,e~ 'cir ncts- -06 thn1".l~~orl'~~ ng n 1)reoi efC h Feenio 

-*rl (7. (1 tof t' 

---- -jP~l~piof- in \ - -.~1 T~~ COT'tV~lV't~VQ() ~ 1IC~hi



Anroach: T'he nvmer is seeking a joint venture nartner who
 
otld he- 41iiiing to come ur with new ecniiment nn, ne, technnloqv
 

as nat o f his shnrp. "T hive the mnrpet nnd mv c1storers, T have
 
the Factory and T hve a Qood business," tassieb said. He believes
 
that locating, a ioint venture nartner will not lhe a problem hecnlse
 
his nest record shows a histor, of waricti- 7ni dirrit'tien sccCSS.
 
ie has 2n0 wholesalers, in addition to 300 groceries all over F'.7.t
 
from Aswan to :'lexnnclria.
 

2. Cn"T\TTPnlJq nF(TRAIW PRTC (FPTT(ITA OP '\TAT.P.T.T S ,ND 
I lN"STAMThE 'tAP . r -'ThW0 idlo1 'Sa 1 T-ifoi Ta~ i < 1Yi ('hl N- rit-s 

domina-ed 1, F'i,-.ho monopoli 'e the market. Thev can make f rits 
available or scarce at any time. The nrices nf nenches, -,arn-, 
ornn~ps anr qtrn.harries, etc. are "nstnblo which makes nlanpinq For 
the futre difficult as Hassieh is unable to estimate raw material 
sunnlv from one season to another. 

Su..ested Anppronch: The owner would like to directlv contract 
in advance with wholesalers and farmers. fower, centractin, with 
farmers is difficult because of the nature of the Fpmtinn farmers and 
farm systems, as well as the leral nrocess in Eymt - enforcinc a 
contractual agreement is a very slow nrocess.
 

Hassieb sugqested that expansinn with a Joint venture nartner 
should consider the alternative of rentin7 an inexpensive piece of 
novernment land with 25 vprs of credit. I!e believes that this would 
he an efficient modern svstems nnnrnnch for his h,,sines. Cnntrnl 
should start from the nrodiction of raw materials ill the wa' to the 
cnnsuner. Such nroduction control would reduce raw material rosts 
.nd therefore, Final consumer nrices. 

3. rnjrP.RNME!\.T1 RYTI!I.ATTOn\S ON FYPORTS - The facton' Tmnnn" fel s tht 
he can V'eT his P"hWicIbcts At hliehefrlces and nunnti ties to rOb 
cotMtries, bit government rod-tnpe nod reriilations D, na 4 ,, to export 
are difficult and hard so he gave ur on the idea of exyorti,. '
wnold nrefer ln,.,er nrnfits rather than deali- with the Fxort-T-rort 
Authoritv of the F'-atian C:overnmept. 

A.S.OqCT7ATTAn\ VT 1! FFDE"ATT.,>:: TNJFl',\TTm:'/RPVTFT 

'!r. tPassielb cnilsiders the Foderntinn as neither an efFective 
nor a nrestious government aoncv, lackin, a clear rrn-rnm. "It 
is ist n -rour of roonle ,'nitinQ for retirement," ho -aid. PC 011v 

deals with the Fcderition 1y nnain( his nrpiinl Foos. !on.ev(r, !asieh 
feels this can he chaned with an active nroram with the addition nf 
educated and well-trained staff. Hie feels that the Feeritinn's role 
minht inrrove if mar:etin.g in-ronmtion and !-iti vonit he 7rovidd "v the 

http:rnjrP.RNME!\.T1
http:F'i,-.ho
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Chamher to itstmembers. This would imTnrove the sernices rendered 
by the Federation which might imrnve its inaoe. Ile also feels 
that some other nrivate sector r.rouns should be involved to avoid 
the rrnblems of government bureaucracy and atti tudes. 

LESSONS EIAPTE.D 

Thoutih the Alexandria Sweet Cornoration is n nrofitahle, 
small Factory, its mone nF nneration is a qreat health qnd fire 
hazard For its labnr and its -oned area. ASC has a successful 
rarketin- nnlicv -ind rnrofit maximization is -',rI-nrten n-!, t'11,
 
nwner qeeks. iPnweer. our nvluntinn of the factor, irdicnto< tibat 
the Factor% is under tilized and nrnfit is minimized Iv ,sinrv (ld 
rechninues and technolorv. This tre nF lnnn(ement needs trininn 
and educatinn on hth techni cal and nini -trat-- ski 1 s. The 
comnanv needs to develon its iice and nreserve lines to he based 
on a rndern available technol.nV. This would at least dnule its 
nroduction cnnacitv and increase its rrnfits. 

ITKEJ.Y FI TI IrF CTNSTRAINTS 

ith the intrnrliction of row technnlncv in the rr-sorv's 
nnd iuice industr., \gC', r-rdirtiin i Iit 1e inferior in e
nariet. Tn adition, the henlth anrd fire hazard -rnbo,-z ere, 1 

,i"lvt rorc- r-t,. 1,itlorities ro close the orierstion ;- -- % ..... 

lT op jI) i.- wnr1 I t e l nt.-r'vnp A n 'o 

http:technol.nV


CASE STUDY No. 35* 

CATfn 1ThFCTPTC, TYC. 

cairn -lectric, Tnc. ((TT) is nroducin7 linhtin' fixtiires with 

all respective necess-'r cnmnonents of steel, wirinT, surface, trent

ment, ninstics, distribution sheets and snot lihtinq. The cnnnv 

is minrpced 1,, the owner, "1r. Ahmed !nieri. who is ,qssist-( !1" hi iw' 
collee rrihnte qnns - one nf wlbrn is Prndilction "n'ir v r -rnd e 

et,,,r Iril-rtin- -nd n.les :me,-* The cm-nnv eniln,,S rer thin 
Sn ermnlovees and consideTs itselF Is the most successful small 
electric cnmnanv in FP-t with renutahle, rnnid erowth and a sol id 
histnry of develom-rent. Tn this field. (TT comretes with Fi,,- -nior 
private sector cnomanies, which are smaller in sine ind fnur nublic 

1bnut 30n,n0 iHhtin!7sector comnanies. The comnnanv roduces 
to one cnmnnents year.fixtures in addition ablt million rer 

CMIANY _ ITSTORY /MD F0M1..ITTnN 

CFT started in 146 is an electric shop in downtown Cairo. The 
mana'er and owner, MIr. Ahied Nnierm, nssiz.ted bv two nther e-nlo-ees, 
handled all sho- activities. Dv 1960, the business had rn, 2-n 
thn shon exnnindd to n little factory with 25 emnloves-prechicine 
some li Thtin equinment for sile to the local market. Tn 1970, CEIT 
exnanded further and the number of emnlnvees reached go. orkin7 
canital then was about SO,000 1E. Currently, the comnany emnlovs 
500 workers with yearly sales of 8 million LE and S million LE in 
total assets. 

KFY PROBLEM ARFAS, TSSIWF5 AND CC(MPANY APPROACITTS 

1. l.ABnR PpOD!ICTTVTTY - rcnrtv Percent nf the companN's labor are 
skilletidEI~blT the-remaininy 60') are iunsilled. "The Fmitian 
lhnrors ire very demandine", aid Mr. Naiem "and they need close 
suervision". ('F's annual lahor turnover is about 25- and 
nroductivitv is not hiqh. 

-nroach: The conrnanv startor I inint venture with an Tt.il in 
11 ' to "r 'l ilce itq mnrket needs. The oner 1l, ttrter( in n-the

*Tis is one in a series of soveral mall business cs, 
stuidies currently hein- rpred on hehl ofo the Federatinn 
of Frvtinn Tndstrie and IWNTT. Thr irnf-orr~tio, containedr 
herein is based on nctual in-denth intorvie .'rq) ,'it! ke" 
renrnsenitt1'o(, ' n xiqtin" coin(nan. T'ries hiave bero 
cbanned to nrotec* the confidentin1 it, e€<~r; 
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ih training Program bv utilizing his own facilities and his senior
 
skilled staff. The duration of the Prornm is for two weeks. Tn
 
addition, comnpanv nolicv requires the imnortatinn of any new machine
 
to be accnm.anied by a foreign expert to stay in the country for a 
specified neriod of time to train CRI technicians on vl onerntional
 
issues and Problems relating to the new machine. Cerman connanies
 
are very cooperative in such field training work.
 

The comnanv renorts they ofFer reasonable wages for skilled 
labor and frinre benefits such as social security, hellth h-noFit 
nlans and the nrnvision of trnnsnortntinr from thn fctor,, to a 
specified nnint in the citv. 

2. CREPIT - '!r. Naiem indicated that Evmmtian banks have chnn:od 
their 'ceIit policy. For example, he has been (tealin- with CitiMnk 
in Cairo for the last five years and has established a -nod credit 
record. Pecentlv, he tried to anplv For a hannk loan and was shorotorl 
to learn that the bank asked for what he Perceives as inroasonnblo 
collateral in return Oor a small lnan. oniem
also indicated that the
 
DTB is hard to deal with and its red-tane policv is unreasonable;
 
loan processinn takes much too lona.
 

Apnroach: The oiner invited foreign bank officials, both frnri 
within hinTiitside !!e,.t to visit his sFicresqfil oreratinn nd 
fnctnry. Ire feols that -url, fivid isits b." hnker: Tias helnod a 
ireat deal in rrocnssinT loans. l1e also feels that if the lnnp is 
used for the purchase of new eqirent. th,- "anr ':hn, 1d offor te 
loan with the enuinmont its,F a a collateral and other reasonabln 
financial covers. Ie does pnot anree with the recent done'stic bnn-ors 
nolicv which invnlvop 1,ureasnnahl vol lateral nolicies. "This ,-triv-Fs 
•,nnPle awav, he said. 

3. M T PT-hIII %TIOS \ND - !ainr 0it"'\PNTfF R!J-TJ)F Tne ,rnlble, 
onvernhent Inki' is 'th-cntinnuus chnrire nf iClSAid rr-Oibation WOWS 
and regulations nverninn iKnort, exort, Foreign cirrencx', Ptr. 
Such has created nn iinstable Feelinr anonn blisiezs!en(-n in -i it. -I 
as 'Ir. \ni ie I T rInnIt -nw will , rr.n-;" ' "..ht han11 oteo '. 

The second nrdlrla ,ith the qov'""'t i': the r-'-ni + Rationali
ntion (or -1rd o ,,lntier'. o i" thce'"itto il--tor n 1i-'r'o 
morrnental aencies are ,nt l.r .'l l-'1l r, aohn t the si ln Iv n,I 

(lemand s t',atinn ind tle\, lis their ni,. nerscnr! 41i0l!-int. 'nie, 
indicated that mst nF the Pconnaic no] icie- t are H-1sel oli- .r7-' 

individnll iudmient- of the ,an in chnrge. These circr-':C'11C5 hind,,r 
CT'Is ,reduction nq the romany e,q not rccoive no,dod inrrort(N rm,, 

materials oin schodlu. 



Anproach: 'fr. Naiem always seeks to meet the decision-makers
 
in their respective government agencies in Fnryt. lie indicated
 
that this can he n hirh or low rankinq official. This approach
 
enables 
him to explain his prohlems and se-k their cnnerntion.
 

ASWCTATTON ITTWI FEDERATION: INFORMATION/SFRVTCTS 

',Ianagement indicated satisfaction with the services of the 
Federation/Chlamher of Enineering which helned C-T hv nrohihitinq
the imnortation of nroducts similar to those nroduced I- the factory.
This helped the comnany to sell more nroducts in the crme;tic market. 
Irowever, Mr. Naiem feels that n great deal of mnnqerial ornanikation 
is needed to increase the Federation's effectiveness. 

LESSONS LEARND 

Cairo Flectric Tnc. has a renutable name in the Fgytinn mnaret 
and future sales are Trnmising. The company also has taken the 
initiative of having n joint venture with an Italian firm to keen 
up with Euronean technoloay and compete with Furorean nroducts, both 
in terms of aualitv and price. 

T,TKELY FITRF, CONSTRATI.T 

At rresent, (TI is very successful hecause: 1) the Covervment 
nrohibits the importation of similar nroducts. The main nuestion 
is whether the comnanv can he as successful if such nrohibition is 
waived in future. 2) ith the continuous increase in demand for 
C(I's products, will i he possible for the companv to ex-nnd Fnst 
enouh to meet consumer demand, taking into account recent credit 
policies iT, mnst hanl-s in 'vrt These tv. isses rperosent c-rent 
future chlnlenryns to the Cnmnanv. 



(A F, SJ'4D ,- 36 

GLOBAL, INC 

.. 4 K 4,4~' " 

.:tho-u 

curnl prdcsgscokrTecopn 

in air'(0 Is fomthedon twn 

ReoreCy GLOBAria2,50 pepl 
issxfcoyoeain.Te 

nlde 

rea (nd wo 

are emloedbGlba 
om ny 

actri-

i 

atre 

we 

i 

Global wasc 
crouenvprodue 

sae lang 195ufatuigcafie 
gas020cookers.he company 

hchseso IE4000 
yniear4fatorie 

4 

in Caii-on(30 1976sfro the9c9ow 
throhia outissxooperation 
adehanaged by oelitsg findise 

hig cutm4uiso oe 

town ar)and-etoe ifatoe ina 
s' T~retwtrnhe compan isownd 
nfoutsons.; ~ mnae 

rnirdinthv 

4TInnn 

Sproduc 

Globlohawasino produing1956ewit fidhasse ofn is4,00 
tPsuiroductinthen as watasfoue ontescooke By965 

tn aerngdof1.985-,0 oeris pesrt noinhr aof4-A 
tahifgurmahincrea sdton15,000mnth. en ten the~18ri 
whicnhianneen atbuts to eesedtmar todition. 

4 ~ ~ 

TDurg th, 1.97's, Globa waI]is also.r p),rouing-owtr hea7iter 
in0,0in/mnth hn,'1976.. Currnt9ethes oiny nrento an 

Hrtechniclnc (prtnnaprert;ih a0Frechcopay oun 
There trearqultyoflitsl finisedninproduct.r,ci'iii4oq maa

4 

)fmenthig cilistries bnMsP. Trein firdntipons'haviel 
p istlfbred the comanyi-oto ceaseproduio)ithis line. 
Global)isf tiki~n. Yd zin7hsco art. i, me inlr'ahd'i 

plaingd to 'roesii herdconi'of -walter o- near ''K> '4 

& 3jtbe' 



2
 

acnuisition of new enuinment and sound nlanning for the future; 
-
i.e., several nieces of hivh-tech expensive machinery sit idle
 
while management decides what to do with them. Mohamed Mrgi,
 
the oldest son and General 'ana-er, inkinalv refers to the 
company as "our own little fia." While Global would fall 
outside the definition of a small or mpdium scale business 
both in terms of emnovnvient figures and total assets, it is
 
beset by a number of management and onerational deficiencies which 
render it any thing but a ''model of success."
 

KEY PpRBFl m ARPEAS, T EA\ MP Scn!PYY .APPPnAc 

Wy , fnmily-ow-nedI. IANAG. - Glohal is a and manaced COflnnnv. 
Mannqeinen a7-simen.,i sorv responsibilities are interchaneenbly
 
handled hv the four ,Turoi sons at the various fnctnT., locations.
 

1The nl-r t son, \NW rornd, an nrs, however to hvo n control 1in 
edge over his vounver brothers. (The, ?ri I-ther is so'ai-retir& 
hut his brother also takes nn active rnl- in mnnnreoent'. 

There are two mninr areas which noint to severe manacm,,cot 
deficiencies. First, Global continues to n -in ternsnrowi-on na' 
of total assets, vet production activities are !'in Yn hobhbrd 
invested canital. At present, For exnmnlo. Prohuction activities 
are focused solely on anq cookers and moth,- Volites. in cn"Irint 
to 5 rears no. are (Own sienificantlv. At the same time, the 
acnuisition of new and very expensive eninment continues while 
few nlans have been made as to what the enuirnment will he used 
For. Comments offered hw hnanaement that "we may do this or we 
may do that" noints tn a marked lack of sound lon-range nannnip-. 

The second area relates to mannaement's aprnach to labor 
and nroductivity. During the tour of the largest factory, M;groied 
commented "They (emploveesl see me cominq and then they 'tart 
to work." Mhen asked nout ce effectiveness of Production 
floor sunervisory perqonnel , 'nhamed said 'hey are nl the qa'ae. 
F, ntians, 1y natre, ire lar' and 'm not hero to 11 nioeri f vnt'
them every., minute, they don't work - inc.udirr tHe zperiz-ov 
nersonnel." The co-n,,rer strnnolv believes that Global 's labor 
problems, particulnrly low nrnductivitv, are in no way the 
responsibil itv of manawement, nor reflective of " 'ad"iana:,ement. 

2. ..AlnP - Glohal experiences high labor turnover. Comnanv 
personnel policy focuses on hiring unskilled labor (loss than 
101 of its renorted 2.500 empln'ees are skilledl n(d showing 
them how to operate a certain machine. This is basicallv the 
extent of in-house "training." '"Anhned is aware of training and 
technical assistance nrovided Kv FIPDC but prefers not tn h re 

NJ),
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employees participate or benefit from such programs, because
 
once they receive more solid training they leave the comnanv.
 
unskilled employees are reportedly "paid well" - hut the average

LF 2.00/day figure relayed by ohamed does not in fact equate
 
to a '"wYcll-naid"osition.
 

Tn general, employee morale is extremely low and, in the
 
absence of Mohamed or one of the other 
lobal owners, work comes to
 
a virtual stand still. Management-employee relations are not

good as evidenced by considerable "screaming!" and anarent 
 lack
 
of mutual respect.
 

3. 
 T.CHfNnI,OY- To its credit, Global is manufacturing many

of th-ne-6f inputs that it previously bought from the local
 
market or imorted (i.e., nuts, holts, tinted 
7lass, nlninim
shelves, etc.). Company management are quite proud of the nro.-ress
 
to date in this re'card but do not reco"ize a notential for siirnlv
ing the local market with some of these raw material innuts.
 

"They would only be useful for other gas cooker producers and

we're not about to assist them by supplying some of their needed
 
raw material innuts."
 

Gas cookers are nroduced in a "disorganized" assemblr
 
line fashion. Sides are enamelled and oven heated in one factor
 
then transnorted to the largest facility: other innuts, mentinr-d
as 
above, are Produced on site with final assemhlv occuirrinQ in n
 
rather smiall section of the largest 11 ,lO sn.mtr. factory.

At nresent, the lay-out of the largest facility is niite 'inadenuate.
APnroximtely 4N, of the total area is being used, to store "i I ,"

and old scrap. -mohamed renorts that Global is in the of
nrocess 
reorganizing to more eFfectively 1tili-e!. ce anp! incrense 
efFiciencv h, combining activities at one locntinn.
 

4. \TACtT\RY/FnrIP,\rp/%PApp PRTS - The ,najnrity of equipment

is of Europeai-o iin -(,eri . rtIlv and Switzerlnnd). lehal
 
has established relationshipr ,ith Furopean enuinrent siinrli-rs 
nd is genernllv able to nay For new nurchases 1, instlleat. 

Glohn! t,as not 'rticin.ted in .rv 11SATD-sTnmrnore redit ',rnra,,:
and dislikes the "huy Arericnn" rorniire,,ent as 1.q. cor',anies 
have "no senicio, canb ilitv."' Inc in-ry is sericed i- ,
nod the cormn an nri stnrtin r to mn rufn ctlre some rrr, , rt . r 
case of onior enuinment failure, ,obal can telex For , tecni.can 
from the surplvinp company, to he sent within 2-3 dn v. 

5. rPIT - Global has short-ter, lines of cr-dit with the Ba.nk 
of Cairo qnd tlie \'ntional. evelonent Rrani:. Tn addition, it is
ahlo to secuire longer ter" credit at , - 130, intorest. 
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6. ,tARK-TING - Global reports that it has no "competitors,"
 
as it oih--t 2-3 smaller producers several years ago. Finished
 
products are marketed to both public and private sector and
 
M!ohamed reports that nroduction is currently 3 months behind orders.
 

ASSOCIATION WIT71 FEDERATTON: TNFOPMATTON/SFR\TCFS 

The Federation/Chamber of Enineering does "nothing" for 
Global and only exists "to serve certain people". Since it has
"no outreach capabilitv," Mohamed says that when le wants to qet
 
something done, he (the cominany) does it himself. Rearding7

information, the co-owner has access to information from the
 
Ministry of Tndustry, General Authority for Tnvestment (rAFT)
and private sources and maintains he"kows who's in the market 
and can nut his haids on any information he wants." 

LFSSONS TEARNI D 

Despite its abndance of canital assets, Global, Tnc. 
can not be considered a model of success. Serious management
deficiencies have resulted in an accmiulation of exrensive 
equipment which sits idle and a labor force which observedlv has 
no incentive to work. Global management disnlav somewhat of a
"stand-offish" attitude which equates to a 'N,'e're on ton and we 
don't need hell from anyone" mentality. While they may not need 
heln, it seems likely that unless manag.ement begfins to "(!et its 
act togaether," this accfmnulation of capital will have been for 
naught. 

LIKELY FMITRE CONSTRAINTS 

Accordinq to persons knowledgeable about the mnrlket,
the nialitv of Global's production has deteriorated sig.-nificantlv 
in the past 5-7 years. Coimled with serious management and 
rrganizational nroblems, Global's future course is likblv to be 
quiite difficult. 

,c&
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EXECUTIVE 
 SUMMARY
 

As a special task in an on-going world wide contract with USAID, 
Partnership for Productivity/International provides this report on the 
prospects for the improvement of the small and medium private business 
sector in the Arab Republic of Egypt. Sponsored by UJSAID in Cairo, the 
objective of the study is to demonstrate appropriate improvements to
 
the support capabilities of the Federation of Egyptian 
 Industries and 
in other ways to suggest specific and action-oriented mechanisms for
 
service delivery to SMEs.
 

Our conclusions, borne out by 36 studies,case are that: 

1. 	 The SME sector is considerably underserved by existing public 
and private institutions. 

2. 	 Both public and private institutions have the will to increase 
services but not necessarily the means. 

3. 	 For information and services to be credible to and accepted by 
SMEs, they must originate from institutions which are credible 
and non-threatening to SMEs.
 

4. 	 What is missing from this scenario is a fabric for intra- and 
inter-organizational communication. 

The study recommends a general strategy to formalize a network of 
existIg public and private institutions as a coordinating body that 
provides oprvices to small- and medium-size businesses and to add to 
their institutional capacities or create new mechanisms as necessary to 
fill the gap in needed services to SMEs. The key services that need to 
be strengthened within these institutions, coordinated among these 
institutions, and/or created are: 
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1. Information and communication services; 
2. Extension services;
 

3. Credit and financial assistance; 

4. Policy dialogue; 

5. Technical assistance; 

6. Vocational training; and 
7. Special economic activity. 

Each service should be pilot tested for the first 6 - 12 months 
prior to institutional and programmatic commitments over the proposed 
five-year program. At the end of five years, the coordinating body
 
should be financially independent of USAID, 
 have assisted 60% of the 
SMEs, have facilitated an average of 5% growth of their fixed assets or 
LE 46,851,000, and cost approximately $2,613,000 inUS currency and 
$4,560,000 in Egyptian currency. 

This study was coordinated by the Office of Industrial Resources,
 
USAID/Cairo, and conducted in the spring of 1985. 
It represents the 
efforts of a five person team (atotal of 34 person-weeks), and 
included the participation of Project Sustain in addition to PfP/I 
personnel and consultants. To arrive at the prospects for Egypt's 
small and medium private business sector, PfP/I both reviewed existing 
studies and conducted its own field work. PfP/I conducted 36 in-depth 
case studies, interviewed a host of organizations involved with 
supporting the small business sector, and conducted a pre-feasibility 
assessment of demand for services and analysis of appropriate 
strategies to assist the SME sector. The results of this study are 
presented in three volumes: 

Volume 1 -- Case Studies 
Voluize 2 - Research Findings Analysis 
Volume 3 - Alternatives and Recommendations 
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I. INTRODUCTION
 

A. STUDY OVERVIEW AND OBJ"ECTIVES 

Without question, the Egyptian economy has undergone dramatic
 
changes in 
 the past 25 years. The 1960's were characterized by heavy
 
emphasis on industrialization, and despite the fact that the public
 
sector grew at the expense of private ownership in some cases, 
government policy during the Nasser period succeeded in creating a heavy 
industry base. In the late 1960's and early 1970's, the burdens of
 
maintaining Egypt's largely socialist economy 
began to be felt as
 
increasingly higher levels of the government's resources were required
 
to finance its public enterprises and extensive subsidy programs.
 

Against this background Egypt's Cpen Door Policy was initiated in 
1974 by Anwar Sadat. At the outset, the Open Door Policy was intended 
to stimulate foreign investment, principally through the introduction of 
Law 43. Due to later modifications (Law 32 of 1977), Law 43 became the 
general legal framework for encouragement of the private industrial 
sector as well as for the refom of public industry. Average annual 
real economic growth of 8.0%during the 1975-80 period in part reflected 
renewed optimism about Egypt's long-term economic prospects. 

One of the principal challenges to Egypt's economic development in 
the 1930 's is the more effective use of Egyptian capital and human 
resources to build and diversify the country's economic base. In order 
to meet this challenge, the economy must make a successful transition 
from a natural resource and agriculturally-based economy to one able to 
supply a substantial proportion of domestic manufactured goods demand. 



Today, approximately one-third of all industrial output in Egypt is 
accounted for by the private sector, an increase of 10 percent from a
 
decade ago. In terms of employment, the private sector plays an 
even
 
greater role in the Egyptian economy, providing somewhere between 55%
 
and 70% of all industrial jobs. In recent years, the Egyptian 
Government and international donor agencies have placed increasing 
emphasis on the developmental role which can be played by the private 
sector. 

While the provision of Laws 43 and 32 and subsequent modifications 
have benefited many large private sector and joint-venture companies, 
little progress has been made with respect to developing Egypt's 
expanding small-scale private sector. It is against this background 
that the present study was requested. Currently, there are no strong 
programs in Egypt for private sector small business assistance. 
USAID/Cairo has financed a number of studies relevant to small business 
problems and constraints. One of the principal objectives of this study 
is to develop a strategy for assisting this sector. 

All Egyptian businesses with assets over LE 5,000 or 25 employees 
are required to .join the Federation of Egyptian Industries. To date, 
the Federation has not developed the capability to serve the smaller 
businesses within its membership as to alternative sources of supply, 
market information, management training, technical assistance and 
coordination of potential assistance to this sector. 

At the request of the Federation of Egyptian Industries, 
Partnership for Productivity/International was contracted by USAID/Cairo 

to provide: 

1. Case studies of selected Federation members in the Chambers of 
Food, Engineering and Spinning and Weaving which identify 
problems of productivity as well as models of success in these 

sectors;
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2. 	 An analysis of the Federation's current ability to serve the 
needs of small businesses in the private seca-r and proposed 
improvements to meet those needs; 

3. 	 The identification of constraints which hinder the utilization 
of business information and recommended strategies for hnproved 
analysis and delivery of this information; and 

4. A current inventory of public and private institutions that 
provide information and services for the small business sector. 

Partnership for Productivity/International has assisted USAID 
missions around the world in designing and implementing programs to 
support small business development. We believe that the report 
presented herein provides worthwhile insights into the constraints faced 
by Egyptian small businesses, offers sound recommendations for improving 
their development capacity, and represents a growing consensus of 
relevant actors.
 

B. ROAEMAP TO FINDINGS
 

This brief section maps the study requirements as stated in the 
contract to the respondent portions of this report. 

Objectives
 

a) 1. 	 The case studies themselves can be found in Volume 1. Analyses 
of problems and characteristics of success are primarily 
discussed in Volume 2, Chapter II. 
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2. 	 The FEI analysis is concentrated in Chapter IV and there is 
additional material in Chapter V and Volume 3. 

3. 	 Constraints as related by the case studies are discussed in 
Volume 2, Chapter II; as reflected in institutions in Chapter 
III. Recomnended strategies for improving the FEI's 
information capabilities are presented in Chapter V. 

4. The institutional inventory is in Volume 2, Chapter IV. 

b) 	 The Alternative Strategies and Recommendations are provided in 
Volume 3.
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II. CASE ANALYSES OF SMALL 
AND
 
MEDIUM-SCALE 
ENTERPRISES
 

A. 	 INTROUCTION 

A key elcnent of this project focused on case analyses of small and
 
medium-scale private sector Egyptian businesses located in Greater 
Cairo, Alexandria and Port Said. The primary objectives of this field 
research were: 

1. 	 to conduct a series of 36 case studies of selected Federation 
members in the Chambers of Food, Engineering and Spinning and 
Weaving (ready-made garments) which identify problems of 
productivity as well as models of success in these sectors; 

and 

2. 	 to determine which approaches distinguish successful from less 
successful firms within the Egyptian context and what methods 
have or could assist the replication of these approaches. 

We appreciate USAID's interest in the case study approach that 
allowed us to inquire into substantive issues that are involved with the 
day-to-day lives of Egyptian entrepreneurs. Some of these issues are at 
times overlooked in broader statistical surveys. The opportunity to 
discuss at length the problems and constraints which SMEs face has 
contributed to a better understanding of sectoral needs and concerns. 
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B. METHODOLGY 

I. Sample Selection 

The firms chosen for analysis were based on the specific 
recommendations of the Chambers of Engineering, Food, and Spinning and 
Weaving. We appreciated the excellent cooperation of Chamber officials 
in identifying a representative number of firms within their respective 
Chambers which fell within the following parameters: 

a) businesses which had initial fixed assets of less than L-E 
350,000;
 

b) a cross-section of "highly successful," "average" and 
"inactive" businesses vis-a-vis their respective Chamber 
membership. 
 (for member feedback on Federation/Chambers, see
 

Chapter IV). 

With the exception of two firms, all of the companies began 
operations with less than IE 350,000. Some have grown very rapidly, 
particularly within the last I0 years, to a point where today, the size 
of total business assets would place some of these firms in a category
 
of medium to medium-large 
 scale. With regard to sectoral differences, 
the studies revealed high rates of growth among engineering and food 
processing firms and slower growth among ready-made gari .ent companies. 

In terms of employee numbers, all sampled firms, with the exception 
of two, employ less than 200 workers. Sectoral differences accounted 
for higher employee ranges in the engineering industries (60-200), and 
lower ranges in the garment sector (15-75). In the food sector, 
seasonal production periods result in a minor distortion of yearly 
employment figures; however all sampled food firms employ between 5-180 
workers.
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In the course of the field research, a recurring question was "What 
is the definition of a small-scale business?" Numerous definitions 
abound. A.D. Little (March, 1982) proposed a framework for defining 
small-scale enterprises as those firms employing between 10-200 workers, 
less than LE 350,000 in fixed assets, some work specialization and 
mechanization, average wages close to minim= wage, and management 
handled largely by the owner. The Development Industrial Bank's current 
working definition for small-scale enterprises are firms with less than 
LE 350,000 in fixed assets; semi small-scale enterprises are those with 
less than LE 285,000 in fixed assets. The Engineering and Industrial 
Design Center espouses an even broader definition; small-scale industry 
has come to mean small and medium industry, which in Egypt is really 
"private" industry. 

Taken together, these definitions, as well as others point to the 
difficulty in establishing a single, unanimous definition of small-scale 
enterprises. We would suggest that the inability to do so is perhaps 
not important. In the conduct of the case study field research, we
 
learned that there are a number of constraints and problems which are
 
shared by all private sector companies regardless of size, employee
 
numbers, fixed or total assets, etc. We believe that the sample
 
selection provided a good cross-section of the constraints faced by 
small and medium scale firms and valuable insights into the deter
mination of appropriate assistance strategies. 

2. Research Approach 

Prior to the cmmencement of the field work, and in conjunction 
with the findings of previous studies on small and medium scale Egyptian 
businesses, we constructed a list of hypotheses about the problems 
facing SMEs which effectively portrayed a "Constraints" model for the 
sector. Some of the hypotheses were presumed to be applicable to all 
industries under study (F = Food, E = Engineering, G = Garments), while 
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others were thought to be applicable to only one or two of these 
industries. The list of hypotheses, together with the notation of its
 
presumed applicability, 
 are detailed below. After each hypothesis, we
 
have made a brief comment relating to the case study findings. More
 
detailed explanations are provided under "CASE STUDY HIGHLIGHTS".
 

It should be noted that these 14 hypotheses were primarily 
constructed to facilitate an in-depth focus on the problems and 
constraints which SMEs face; how and why some firms are able to overcome 
these constraints and others are not; what factors are illustrative of 
the "successful" firm as well as the "average" and "failing" firm; and 
what lessons can be learned and what situations can be improved upon by 
duplicating the approaches of the more successful SMEs. 

Due to the smallness of the sample size, the hypotheses and their 
accompanying comments can be in no way be interpreted as statistically 
valid or conclusive for all companies in the three industrial sectors 
undex study. What is intended in this section of the report is to 
prcvide the reader with a brief overview of previously documented 
constraints and our corresponding ccmments which resulted from the 36 in
depth case analyses. Not surprisingly, several of the comments 
corroborate the findings of previous statistical surveys submitted to 
USAID on the small business sector. 

HYPOTHESES 

1. 	 Lack of information about market demand, coupled with less 
efficient production methods (e.g., obsolete equipment and/or 
inadequate production inputs which result in higher production 
costs) make it extremely difficult for small businesses to compete 
in markets outside their immediate geographic location. (G) 
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COMMENT: This hypothesis held very true for garment producers. 
The dearth of information on market demand, particularly with 
regard to additional marketing outlets, coupled with poor quality 
inputs restricts sales and distribution efforts to local areas. 

2. Lack of information regarding additional marketing channels and 
distribution networks inpedes the growth of small businesses by 
restricting competition among producers to limited geographical 

areas. (G) 

COMMENT: Again, this hypothesis is particularly applicable to 
garment producers. Public sector domination of the industry as 
a whole likewise impedes the development of additional 
marketing outlets. 

3. Successful entrepreneurs have access to infotmation about product 
design and quality control requirements which enables them to reach 
more specialized market niches. (F, E, G) 

COMMENT: While this hypothesis is true in most competitive 
rl-rket situations, its relevance to Egyptian SNEs is reflected 

by marked differences among entrepreneurs with regard to 
accessing domestic and international market intelligence, 
particularly as it relates to rapidly changing consumer 
tastes. The more successful Egyptian sms are reaching 
specialized markets, in part as a result of their ability to 
keep pace with increasingly sophisticated consumer demands. 

4. Scarcity of fixed and working capital funds, together with 
insensitive credit/financial institutions prohibit small businesses 
from expanding production capacity, thereby limiting opportunities 
for future growth. (F, E, G) 
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(MMENT: Particularly true for engineering and food companies, 
and less true for garment producers who do not state a high 
priority need for credit. 

5. 	 More successful businesses are reinvesting profits into newer or 
upgraded equipment and/or factory expansion, thus contributing to 
increased growth/productivity and expansion of opportunities for 
coeting in more diverse markets. (F, E, G) 

COMMENT: Very true for engineering companies and to a lesser 
extent, food companies. The lack of domestic market infor
mation for garment producers is a current disincentive to 
expansion. 

6. 	 Rising prices for raw materials and scarcities of supply 
discriminate heavily against Small producers who are generally 
unable to purchase production inputs in large quantities and who 
are often forced to buy required inputs on an "as needed" basis. 
(E, G) 

COMMNT: The selection of locally available supplies is 
perhaps a more important constraint for all sectors. Smaller 
producers have Tess purchasing power in obtaining the best of 
locally produced materials. 

7. 	 In face of regulatory constraints, highly successful firms are able 
to procure their supplies/equipment through extended family or 
other close business relationships. (F, E, G) 

COMMENT: True for all sectors, with an increasing reliance on 
close working relationships with import agents or firms to 
handle needed import purchasing prccesses. 
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8. 	 Successful entrepreneurs are able to secure information about 
improved production technologies and/or improved equipment, 
enabling them to increase their copetitiveness through more 
efficient production. (F, E, G) 

.OMMENT: Particularly true for engineering companies which are 
constantly seeking to upgrade equipment and production 

techniques.
 

9. 	 Lack of information about alternative sources of supply or the 
availability of local material substitutes results in machinery 
down-time and low capacity utilization. (F, E, G) 

COMMENT: True for all sectors, and particularly problematic in 
view 	of lengthy import licensing procedures. 

10. 	 Firms' inability and/or lack of information regarding how to enter 
into or initiate sub-contracting arrangements contribute to idle 
capacity and underutilization of small businesses' resources. 
(E, G) 

COMMENT: This h pothesis did not hold true. In the garment 
sector, most companies have established contract relationships 
with public sector department stores and, if anything, - :-fmar 
them would like to scale back these sub-contract relationships 
and develop additional marketing outlets. In the engineering 
sector, demand-related contracts are in place uith several 
companies; however, some private producers expressed little 
interest in a supply-related sub-contract with the public 
sector. 
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11. The inability of small firms to meet market wage rates, combined 
with shortages of skilled workers and lack of information about 
worker training or skills upgrading pose serious constraints for 
small businesses' productivity. (F, E, G) 

COMMENT: Many of the small business owner/managers interviewed 
expressed difficulty in cnipeting with the salaries offered by 
larger companies, particularly the new investment companies. 
High labor turnover in many small firms can in part be 
attributed to the attraction of higher salaries and benefits 
elsewhere, both in Egypt and in neighboring Arab states. 

12. Complex government policies and regulations, wide disparities in 
interpretation andi lack of complete information about existing 
policies impede start-ups of new businesses and cons -Lainthe 
growth of existing firms. (F, E, G) 

COMMENT: The inability to understand current rules and 
regulations and to keep pace with new legislative changes is a 
major constraint for all SMEs. 

13. Firms which concentrate management decision-making among family 
members limit their potential growth to existing management 
capabilities. (F, E, G) 

COMMENT: The issue of "family" in management would not appear to 
be an important constraint. Many family-owned businesses are 
well-run, just as there are family-owned businesses which 
experience management problems, many of which cannot always be 
linked to the familial relationship. 
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14. Lack of industrial ites and infrastructural deficiencies adversely 
affect small business growth. (F,E, G)
 

COMMENT: Many SMEs cite the problem of space for expansion 
activities, and in the absence of additional space near their 
present location, are expanding vertically. A small number of 
SMEs are relocating to the new community development cities 
where space is plentiful, but due to the financial costs 
associated with land acquisition and factory construction, this 
option would not appear to be a viable one for the majority of 
SMEs.
 

All case study interviews were conducted with upper and mid-level 
management personnel from the firms under study. The analysis of some 
firms required a follow-up visit to address additional issues and to 
explore in greater detail information gleaned through initial focus 
interviews. Subsequent discussion of each firm interview's) was 
conducted among field team members to draft the written analyses. A 
further review and analysis of all case studies was conducted by the 
entire project team for discussion and synthesis in the final report. 
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C. CASE STUDY HIGHLIGHTS
 

Without question, the case studies produced a wealth of information
 
relating to SME problems and characteristics; same of which were common
 
across all industries under study, and others which can be classified as
 
industry-specific. 
Again, the size of the overall sample does not lend
 
itself to statistical interpretation. However, the qualitative nature
 
of the research provided a substantive basis for identifying: 1) 
Certain industry characteristics; 2) Common problems related to
 
productivity; and 3) Characteristics of successful SMEs.
 

1. Industry Characteristics 

By sector, the case studies revealed the following factors as
 
characteristic of the sector in general, irrespective of the current
 
position of the sampled firms.
 

READY-MADE GARMENT SECIOR
 

a. Little accessinr of bank credit: The Egyptian ready-made
 
garment industry is labor-intensive. Once basic equipment has been
 
purchased, additional capital outlays are often the exception rather
 
than the rule. This is not to say that all presently utilized equipment
 
is in excellent condition, nor does it imply that factory owners are not
 
interested in new technologies. 
What it does suggest, however, is that
 
the issue of credit does not dominate the list of ready-made garment
 
producers' concerns.
 

This factor would appear to coincide with G. Howe's argument (See
 
"The Structure and Prospects of the Small-Scale Private Industrial
 
Sector in Egypt ...
,"' October, 1984) that it is inaccurate to
 
"homogenize the requirements of the small-scale private sector 'as a
 
whole'." 
 This study agrees with Howe's. Previous analyses of the
 
sector have recommended pouring in credit, and there was little focus on
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the speciftic requirements of various sub-sectors. 
In the case of ready
made garment producers, for example, it would appear that "pouring in
 
credit" in and of itself is not the solution. Productivity improvements
 
in this sector relate more to in-service training, attitudes towards
 
employees, the development of commercial marketing channels, and
 
improved techniques for satisfying quality stanards.
 

b. An absence of data and statistics on the qarment industry makes
 
garment producers uncertain about the direction of the domestic market.
 
"Caution" is the key wcrd, even among the most successful producers.
 
They are at the same disadvantage as other industry producers. As a
 
result, there is little inclination to either diversify production lines
 
or expand current facilities.
 

c. 
Critical need for training and skills upgrading: Industry-wide
 
training for garment personnel was cited by all producers as the major
 
priority need. Many acknowledged the "low-image" associated with the
 
industry. They believe that improving the image will primarily be
 
accomplished through formalized training activities. 
The most
 
frequently cited training needs were cutting, designing and pattern
making. In addition, technical assistance with various sewing machine
 
attachments is also being sought.
 

The desL.e to improve production quality is quite high. Yet
 
producers are commonly faced with a 
workforce mentality which does not
 
grasp the importance of uniform stitching, clean hands and fabric
 
matching. The increasing sophistication of Egyptian consumers and
 
rising middle-class incomes are placing greater demands on final product
 
quality. For the garment industry as a 
whole, these changing demands
 
require greater emphasis on basic training and skills upgrading for
 
industry personnel. This would concur with the Kurt Salmon report on
 
the Ready-Made Garment/Feeder Industry (3/84) which strongly recommended
 
the introduction of modern apparel management techniques.
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d. High dendence on the public sector as both the major 
supplier of inputs, and the major marketing outlet. In the area of raw 
materials, public sector textile companies continue to dominate,
 
although some 
private producers are beginning to offer alternative 
sources of supply. In ge-eral, the quality of fabric being produced by 
these private companies is perceived as much better and garment 
producers report that given the comparable price levels and ease of 
returning defective material, they prefer to deal with private textile 
producers. However, total production capacity of private textile 
companies lags far behind the large public sector companies. Thus, the 
public sector is and will continue to be the dominant supplier for 
private garment producers. 

The growth of the private ready-made garment industry is currently 
constrained by a lack of corresponding marketing channels. There is 
heavy dependence on the public sector as a buyer, and in fact, as 
pointed out in several cases, many small factories would likely cease to 
exist if it were not for their sub-contracting relationship with the 
Ministry of Supply. Even among the more successful companies, sizeable 
percentages of their total production are likewise being marketed to the 
public sector. 

Much of the clothirg being produced for the public sector is of a 
cheap, low quality nature. And certainly, there is a sizeable market 
for such affordable clothing among Egypt's expanding low-income 
population. On the other hand, this dependence on the public sector 
subjects private producers to unpredictable and at times, major 
fluctuations in production, a situation which cannot be compensated for 
in many cases because additional marketing channels are virtually non
existent. 
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e. Owner/mana'er key to factory's success: 
While the owner/
 
manager is critical to the success of any business, this factor is more
 
critical in the garment industry. Due to its high labor initensity, the 
personality and attributes of factory owners correlate closely with an
 
operation's success or failure. 
From the businesses surveyed in this
 
study, two obvious extremes can be found in the Gamila (Case Study #2)
 
and LUBA (Case Study #11) factories; the first where the caner spends
 
the entire day "screaming" and the second where the owner experiences
 
high labor productivity which she attributes to "fostering good human
 
relations."
 

f. Current market depression: All factory owners reported that
 
the domestic market for ready-made garments is currently depressed, and
 
this was the major reason cited for underutilized capacity. If the 
market is depressed, some of the factors may include the following: 

"	Reportedly, there have been thousands of ready-made garment
 
factories established in the last 5-7 years. 
 Due to a lack of
 
hard industry data,itmay well be that the market for certain
 
articles of clothing has reached a saturation point. Or, 
alternatively, in the absence of diversified marketing outlets, 
the competition for public sector contracts has become much 
keener, thus leading many producers to the conclusion that the
 
overall market is depressed.
 

A claim has often been made "that everything that can be produced
 
in Egypt can be sold." As mentioned, Egyptian consumers are
 
becoming much more demanding, and due to closer ties with the
 
West, are becoming much more "fashion-conscious." Standa'.ds for
 
clothing that were p'-_rhaps satisfactory 10 years ago are.today
 
considered to be "junk" by many consumers. Producers who cannot
 
meet these rising demands, even for the mass-produced items, may
 
be discovering that the above claim does not hold true.
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* A more general depression of the national economy has possibly 
led to a production glut. The trend towards reducing and 
eventually eliminating food subsidies are requiring that greater 
percentages of income be spent on food. While basic clothing 
articles can be considered a necessity, higher-priced, more 
fashion-oriented articles are luxuries, demand for which is 
subject in most cases to the whims of the marketplace. 

ENGINEERING SECTOR 

a. High awareness of competition: In contrast to producers 
studied in the ready-made garment sector, engineering producers revealed 
a greater awareness about the domestic market in general and their
 
competitors in particular. 
 One obvious reason for this is the greater 
availability of published data from various governmental sources which
 
provides engineering companies with information 
on production volumes
 
for different products 
 (both public and private sectors). In addition,
 
the higher capital intensiveness of engineering finms provides a prime
 
motivator for seeking out market information on competitors. 

b. Greater accessing of bank credit: Nearly all companies visited 
have established working capital lines with local banks and/or have 
borrowed to finance equipment acquisition. With regard to various USAID 
credit programs, however, concerns were expressed about the requirement 
for buying American-made equipment. Producers point out that the loan 
itself may offer an advantage if it can be repaid in local currency; 
however, the higher costs for U.S. equipment in comparison to European
produced equipment cesults in little or no net advantage. Stated 
preferences for dealing with European manufacturers because of their 
after-sales follow-up and service capabilities would also appear to 
influence equipment purchase decisions. 
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c. Contact with/access to forein supmliers, information,
 
technology: Larger companies import anywhere from 25-50% of required
 
production inputs and have thus established relationships with several 
foreign suppliers. 
In the areas of both raw materials and equipment,
 
the majority of suppli rz are European and, to a lesser extent,
 
Japanese. Company owners appear to travel to foreign fairs and
 
exhibitions regularly, and this contributes to their ability to stay in
 
touch with global industry developments, particularly as they relate to
 
new technologies.
 

d. Little or no contact with U.S. companies: In nearly all cases,
 
producers indicated little or no interaction with U.S. companies. Two
 
perceptions appear to predominate: 1) Several producers indicated a
 
high desire to make contact with/become more knowledgeable about U.S.
 
companies, either as a materials or equipment supplier or as a potential
 
joint venture partner or provider of technical assistance. Some have
 
attempted to make contact, without success, and others are simply
 
unaware of how to initiate contact. 2) The second perception relates to
 
what has been identified as a "distance" problem--e.g., U.S. companies
 
are too far away from Egypt and this makes producers "uncomfortable"
 
about U.S. companies' after sales service and follow-up capability.
 
Geographical proximity to markets appears to be of major concern to
 
industry producers.
 

e. Diversified marketing channels: 
 Nearly all of the engineering
 
companies visited have national marketing and distribution networks in
 
place. 
Several have their own retail showroom in addition to a sales or
 
distribution team which covers areas outside their geographical loca
tion. Companies which sell high percentages of finished products to the
 
public sector are complementing promotion activities with direct
 
television advertising.
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f. Favorable domestic market: Most producers reported that the 
domestic market is consuming all that they can produce, and in several 
cases, production is 3-6 months behind demand. Interest in exporting is 
either non-existent or is perceived as a possible future strategy. 

FOOD SECTOR 

Due to the relative importance and high priority given to the food 
sector in Egypt, we deemed it important to provide a macro overview of 
the sector, in addition to specific industry characteristics which were 
revealed through the case study analyses. 

Macro Characteristics: 

Egypt has become one of the world's major food importers during the 
last decade. With a population approaching 48 million, a nation which 
was a net exporter of food less than two decades ago now imports about 
half of its food needs. Underlying this phenomenal growth of food 
imports are improved economic conditions associated with the return to a 
peace-time economy, increasing population growth rates, an extensive
 
food subsidy program, and a stagnant agricultural sector.
 

Egypt's annual population growth rate grew from about 2.1 percent 
in the early 1970's to 3.2 percent by 1979, and had moderated only 
slightly to about 2.7 percent by 1982. Simultaneously, Egyptian 
consumers were enjoying increased purchasing power derived from peace
time conditions; average diets improved to 3000 calories daily, a 20 
percent improvenent in less than a decade. Meanwhile, Egypt's overall 
agricultural production stagnated and the food deficit has been made up 
by ever increasing imports of most basic comodities. 
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The most significant dileamma in the Egyptian food sector is that by
 
1983, Egypt overtook Japan and became the third largest wheat and flour
 
importer in the world after the Soviet Union and China. Thus, Japan, 
with a population of 119 million, imported 5.8 million metric tons while 
Egypt, with 47 million, imported 6.4 million metric tons. 
In fact,
 
Egypt has provided the world's third largest wheat market each year
 
since 1979.
 

Egypt's overall agricultural imports grew from an average of $220
 
million annually during 1971-73 
 to about 4 billion annually during 1981
84. Losses in the distribution channel of basic fc.x> and agricultural
 
commodities, in addition 
to weak agricultural production, the lack of a
 
food industrial development base, 
 and the lack of market information
 
have contributed to major deficiencies in the Egyptian food sector.
 
These deficiencies have turned Egypt into 
a prime and growing market for 
the world's major agricultural exporters. Increasing levels of finance 
have been required - from $175 million in 1974 to about $1 billion in 
1983. 
The latter figure includes about $730 million in concessional
 
financing from the U.S. and over $160 million in concessional EEC 
financing.
 

Egypt will still be a major food importer at the end of this 
decade. In the early 1980's, Egypt's food production increased by an 
average of 2.2 percent annually, while demand for food increased by 6 
percent annually. Indeed, Egypt is not likely to attain food self
sufficiency in the foreseeable future and its "food gap" may actually 
worsen before it improves. Several underlying trends strongly suggest 
this scenario. The continuing high population growth rate, combined 
with increasing per capita consumption of many basic foodstuffs and only 
modest inc -eases in domestic food production, dictate the country's 
continued reliance on imported food. 
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These macro characteristics of the Egyptian food sector suggest the 
need for quick and decisive action to develop the agro-industrial and 
food industrial bases in Egypt. Our case analyses of thirteen small and 
medium-scale enterprises identified a number of specific caracteristics 
and needs which must be addressed if private sector food processing
 
firms are to continue to make a positive impact on overall sectoral
 
performance. 

Micro Characteristics: 

a. 	 Skilled labor shortages in the food industry represent a major
 
problem. These shortages are a result of:
 

1. 	 Low wages and salaries for skilled personnel which causes 
migration to other Middle Eastern countries; 

2. 	 Shortages of training centers; 
3. 	 The failure of the Egyptian educational system to meet the 

country's development policy and future needs. 

b. Lack of modern u-to-date technology forfood distribution
 
activities: 
 The shortage of modern technology in food distribution
 
channels in 
 Egypt has contributed to significant food losses. These
 
losses have reached 40% in some cases. 
 The business activities which 
require technological improvement are: 1) warehousing and storage; 2)
refrigerated transport; 3) grading; 4) packaging; and 5) quality and 
health control. 

C. 	 Goverrental intervention: In some cases, governmental laws 
and regulations have prevented companies from faster growth. Examples 
are the prohibition of imported packaging materials and lengthy 
processes associated with dealing with the Import Rationalization 
Committee. Furthermore, the competitive imbalance between large public 
sector firms who enjoy governmental subsidies on basic inputs and small
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scale food processing firms who do not enjoy the same advantages, makes 
it extremely difficult for private sector firms to thrive. 

d. Lack of marketing knowledge and information: The lack of 
knowledge about consumer product acceptance, tastes, affordable prices, 
paying habits, classified by geograplical location, makes it difficult 
for small-scale food companies to gauge consumer demand. The Ministry 
of Agriculture has developed an extensive data ba.,e of information on 
agricultural production, but to date, few statistics are available on 
food processing activities. 

e. Insufficient credit and financial programs to meet the
 
challenge of food self-sufficiency: The agricultural credit and
 
develop',snt banks offer subsidized interest rates 
on food security
 
loans. However, the mechanisms for accessing these loans is not clear
 
to many producers. Knowledge and information about credit and financial 
programs are generally available to large:: firms but to a much lesser
 
extent for small-scale enterprises. In addition, lengthy loan
 
application procedures would also appear to limit opportunities for 
faster-paced growth. In other cases, due to the high risks involved 
with some food projects, banks are reluctant to extend finance (turkey, 
poultry, livestock, etc.). 

f. Lack of management training institutions to support food 
industrial development: Managers of agro-industrial and food projects 
in Egypt are in essential need for training in the area of food 
processing, grading, caiMing, packaging, etc. Training for such 
activities is virtually non-existent. In some cases, food science 
departments in local universities offer courses in these areas but 
courses are available only to registered students. The simplification 
and practical application of such courses through extension activities 
appears to be warranted. 
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g. 	 Limited contact with foreign companies: Many small and medium
scale private sector food processing firms are located in the rural 
areas of Egypt. Their managers are generally unaware of technological 
developments in the food industry and they have little contact with 
larger companies in Cairo or Alexandria or with foreign companies which 
may be able to provide technical assistance or participate as a joint 
venture partner. 

2. 	 Problems Relating to Productivity 

The case studies identified several constraints in a number of key 
areas which adversely affect SMEs. By major area, we have listed 
constraints and problems common to all SMEs noted,and where constraints 
which appear to be industry-specific. 

a. 	IABOR/GAIIG
 

Shared Constraints:
 
. Inability to fire employees easily

* 	 40% Social Insurance rates 
* 	 Labor migration
* 	 Lack of vocational training
SCompetition from new investment companies.
 

Garments 
* Female preferences for not working after marriage
SLcw image associated with the industry 

b. 	 RAW WTERIs 

Shared Constniints: 
* 	 Lack of availability in local market 
* 	 Lengthy imort licensing procedures 

7hport restrictions on needed inputs
(e.g., packaging, fabric, accessories, etc.)
Procurement delays, particularly when buying from public 
sector companies 

Food 
.	 Seasonal shortages
 

Government subsidies 
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Garments
 
SLow quality, including color, finishing, fabric widths,

accessories 

c. 	 MRKTING/DISTRIBUTION 

Shared constraints: 
* 	 Inability to forecast demand, resulting in little advance 

production 

Encineerinm 
* 	 Production quotas on some items, e.g., washing machines 

Garments
 
* 	 Limited marketing channels 
* 	 High dependence on the public sector
* 	 Relatively high costs for locally produced fabrics 

Food
 
* 	 Inadequate infrastructure (handling, storage,


transportation)

* 	 Inability to compete on price basis with subsidized food 

items 

d. 	 CREDIT/FINANCIAL SERVICES 

Shared constraints: 
* 	 High interest rates

Lengthy and ccmplicated loan application procedures
* 	 Unfamiliarity with banking procedures
* 	 Collateral requirements which are perceived as unfair 

e. 	 TECHNICAL ASSISTANCE/MNAED= SERVICES 

Shared constraints: 
* 	 Lack of knowledge regarding existing services 
SLow 	credibility associated with government provided

services 

f. 	 TECHNOLOGY 

Shared constraints: 
* 	 Lack of information on new technologies
* 	 Poor factory lay-out

L
tack of quality control experts 
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Food 
* Sanitation 
* Inadequate packaging
* Non-availability of food technology experts 
Garments 
* Sanitation 

g. GOVERNNT/REGUIATORY 

Shared constraints: 
* Constantly changing rules and regulations* Difficulty in understanding current laws* Preferential customs rates for public sector companies
* Lengthy import licensing procedures* Lack of incentives to encourage exports* Impoit restrictions on needed and desired inputs(e.g., lycra for swimwear) which reduces overall quality

and attractiveness of finished products
* Unpredictability of business environment 

Food
 
* Government subsidies 
* Price ceilings 

h. INFORATION/SERVICES (Wheze specifically expressed as 
such) 

Shared constraints: 
* Unreliability of government statistics
* Lack of information on: domestic market, alternativesources of supply and price, spare parts, new technologies,

credit availability, existing services, trainingopportunities, export markets, international fairs, and 
exhibitions 

i. SUB-COMNTRACING 

Shared constraints: 
* Dependence on public sector as buyer subjects firms to widefluctuations in production schedules, depending on national

economic conditions 

Enginern
* Perceived lower quality production of public sectorcmpanies stifles interest in supply-related sub-contracts 
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Garment
* Major dependence on public sector as primary marketingchannel impedes development of additional marketing outlets 

j. fNFRASTRUCt 

Shared constraints: 
* Electricity shortages (more frequently reported by

Alexandria firms)
High cost of land resulting in delay of expansion
activities 

* Key money required for establishing retail outlets 

3. Characteristics of Success 

Naturally, all of the elements of business, from bookkeeping to 
general management, are the key characteristics of success. However, 
some specific features were identified during the case study interviews. 

READY-MADE GAOM=T SECLOR 

The 12 garment factories studied revealed a wide diversity in 
management styles and operational modes. The following characteristics 
have been identified as key variables of successful garment companies. 
Three companies (Case Study #3, 4 and 11) possess all or most of these 
characteristics. 

a. Excellent labor relations: All garment producers cite the lack 
of formalized training prograns. Yet, successful producers have 
initiated "internal" training programs that work. This is underpinned 
by a very clear management attitude that given proper guidance and 
supervision, Egyptian laborers can be trained to be both production and 
quality-oriented. 
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Furthermore, the creation and fostering of a "healthy" work
 
environment, where the example set by management is reflected in the
 
attitude of employees, correlates closely with the minimization of labor
 
problems.
 

b. Wanes exceed the industry averafe: The lowest monthly wage
 
reported was LE 60; the highest 500 (excluding cutters). Compensation
 
is always a major incentive for any employee and the garment industry is
 
no exception. A producer in Alexandria, for example, states he could
 
double his production if he could hire more skilled laborers, yet he is
 
paying a current average salary of LE 60/month. Compensation alone,
 
however, isn't the prime motivator. Labor relations takes precedence
 
and in the more successful factories, there exists the combination of
 
both factors.
 

c. Quality production: Ironically, all factory managers believe
 
they are producing "quality" clothing, which points to a wide
 
interpretation of the word itself. 
Though the research team did not
 
include a "quality" expert, there were very distinct differences among
 
factories with regard to finished products. 
The more successful
 
companies are in fact reaching what might be considered an export
 
standard.
 

d. Minor dependence on public sector as a marketinq channel: As
 
pointed out in "Industry Characteristics," this factor is a crucial one
 
for the industry as a whole. Successful garment producers have
 
diversified their marketing channels, either by establishing their own
 
retail outlet, by developing a rather extensive sales and distribution
 
network or by exporting. The other extreme is reflected by producers
 
who are overwhelmingly dependent on the public sector as a buyer and are
 
either indifferent, financially unable or do not know how they can
 
improve sales by tapping additional outlets.
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e. Knowledgeable about existing services/support institutions: 
Most producers expressed a desire to begin exporting but very few, for
 
example, are aware of the Egyptian Export Promotion Center (EEPc).
 
Owners of the more successful factories are members of various local and
 
international groups (EBA, Egyptian-American Chamber of Commerce, etc.)
 
and are generally more aware of what services/assistance exist and how
 

to access them.
 

f. Good access to information: Successful producers have
 
established a network of both local and international contacts that
 
provide them with information on available fabric and accessories
 
supply, fashion trends and developments, new technologies, foreign trade 
fairs and exhibitions, and export/import regulations and procedures.
 

g. High degree of professional competence: The financial 
requirements for setting up a garment operation are relatively low. 
The
 
acquisition of a couple of sewing machines and renting a small flat in
 
an old apartment building often suffices. Producers who folla" this
 
route are not necessarily incompetent, but by the same token, many would
 
not be classified as "industry-smart." Of the factories visited, there
 
was an indication that some owners knew very little or nothing at all
 
about garment-making before starting their operation. 
This lack of
 
knowledge is 
a limiting factor in employee training and production
 
quality. The three producers who shine above all the rest are industry
 
professionals as well as good businessmen (women).
 

h. Exporting and/or hiah potential to export: This success 
characteristic related both to the level of production quality and the
 
ability of the producer to tap export markets. Again, the ability to 
stay current in terms of information and knowing what local and
 
international institutions may be able to provide assistance are key
 
ingredients for developing an export potential.
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ENGINEERING SECTOR 

In general, the analysis of engineering companies revealed
 
considerably higher growth rates among companies 
 in terms of capacity 
utilization, expansion activities and market diversification than was 
the case in the ready-made garment sector. Key characteristics of the 
more successful companies (Case Study #15, 27, 30 and 31) include the 
following: 

a. Owner's lona years of experience: Several of the companies
 
which are prospering today were founded 30-40 years ago. 
 Among these
 
owners, 
 several had their factories nationalized in the 1960's but
 
continued to stay in 
 touch with industry developments and eventually
 
reestablished a new operation, which according to them, grew rapidly
 
after the initiation of the Open Door Policy in 1974. Many of these are 
family-owned businesses and are moving into the second generation of
 
management and control.
 

b. Ability to access credit: Though very few of the companies
 
accessed 
credit for the start-up of their operation, the more successful 
companies are now succeeding in obtaining credit to finance factory 
upgrading and expansion activities. Some have endured rather lengthy 
loan application procedures and others report little problem in 
accessing credit from local banks and equipment manufacturers. 
Experiences cited with the Development Industrial Bank (DIB) were 
predominately negative and there appears to be a marked preference for 
dealing with private rather than government lending institutions. 

c. ExpandinT and/or euipment umradinf, includinq the 
introduction of more efficientproduction techniques: Many of the older 
companies visited have already gone through 3-4 stages of expansion; 
among the newer establishments, companies are planning for a second 
stage of expansion. With the exception of one company, the case studies 
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revealed a high level of focus on both physical expansion and equipment 
upgrading. High-technology equipment is being purchased from Europe and 
increasing attention is being given to factory lay-outs. In addition, 
there is evidence of a high degree of creativity and innovation among
 
the entrepreneurs visited. Morc. successful ones 
are duplicating pieces 
of imported equipment and beginning to manufacture in-house production 
com!ponents and spare parts. 

d. Formalized traininq activities: All producers cited problems
 
of skilled labor shortages. The more successful have
ones established 
an in-house training program with area vocational schools And/or are
 
receiving technical assistance through organizations like EIDDC.
 

e. Savvy about competition/local market: As mentioned earlier,
 
engineering companies in general appear to be much more aware of their
 
own market position as well as those of major competitors. Companies
 
which are 
growing rapidly appear to be particularly well-informed about
 
the domestic market.
 

f. Product diversification: Many private sector engineering 
companies are in direct competition with larger public sector 
companies. In the case of washing machines, for example, producers are 
subject to production quotas. Thus, the more successful companies are 
diversifying product lines and, in some cases, are diversifying into 
areas where the product in question is not being produced by public 
sector companies. 

g. Modern marketing technigues: An increasing use of newspaper 
and television advertising can be found among high-growth companies.
 

h. Individualized channels/access to influential government 
reculatorv officials: Complaints regarding government regulations, 
particularly import policies, run high. Difficulty in obtaining import 
licenses and restrictions on some items (e.g. packaging materials) 
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result in frequent production delays. Producers which have established 
a network of individual contacts with various government officials and 
influential individuals report fewer problems with government/regulatory 
agencies and procedures. 

i. Good to excellent labor relations: Labor relations among 
engineering establishments appear to be less of a factor than in ready
made garments. Nevertheless, the demand for skilled technicians is 
quite high throughout Egypt and heavy competition for labor exists among 
engineering companies. Of the companies studied, those which have on
going programs for basic training and skills upgrading, coupled with
 
progressive management attitudes about labor in general, 
 are
 
experiencing fewer problems with labor turnover.
 

FOOD SECTOR 

a. 	 labor/training Policies: 

i. 	 On-the-job training programs that incorporate teenagers of 
high-school drop-outs have proven to be successful 
approaches for training skilled labor. 

ii. 	 Competitive salaries and continuous salary increases, 
accoanied by the treatment of labor like part of the 
"family" reduces labor turnover problems in the more 
successful companies. 

iii. 	 The involvemett of middle management by offering stocks in 
the company is a successful approach for creating company 

loyalty. 

b. Government issues: More successful companies have extensive 
contact with government officials who assist them in dealing with 
goverment policy and regulatory matters. In addition, companies which 
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are able to reach top officials in the government report fewer problems 
with government procedures in general. 

c. Knowledre and information: Managers and decision-makers who
 
travel abroad and attend international -haws and exhibiti-ns are more
 
successful relative to those who do not. 
 Such travels enable them to 
increase their awareness of new technologies and foreign market 
developments for both their own product input and output. 

d. Credit and Finance: More successfui firms have contacts with 
and access to credit institutions, especially food security loans. 

4. A Few Lessons Learned 

The 36 case analyses revealed a wide array of company approaches to 
on-going problems and operational constraints. In Sections II-1 and II
2, we highlighted key constraints, same of which are being successfully 
overcome and others which appear to fall outside of individual firms' 
control. In Section 11-3, we identified important variables which 
characterized the more successful firms. Space does not permit the 
elaboration of all details forthcoming from the case analyses. We have 
thus chosen to conclude 'his section of the report with several specific 
examples of how SMEs are coping in the current business environment. 

" Purchasing imported fabric through black market channels in Port 

Said 

"Underinvoicing on imported materials 

"
Utilizing the services of local import firms to avoid regulatory
hassles 

"Extending loans to employees for the purchase of flats 

" Cutting away poor quality or mis-matched materials and passing 
the loss onto consumers
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" Unreported sub-contracting with outside individuals to avoid 

Social Insurance payments 

" Purchasing 5-year supplies of spare parts with new equipment
 

" Offering stock options 
to company employees
 

" Paying workers on 
a daily basis to reduce absenteeism
 

" Organizing a group of garment producers as a legal entity
 

" Use of a 
video monitor to observe salaried employees 

" Paying employees to try and hire away personnel from other 
factories 

" Pay-offs to government officials 

" Fabricating additional equipment using imported models as 
patterns
 

"Advertising in local newspapers to create awareness about
 
government policies
 

" Operating an import-export trading company to facilitate export 
sales
 

"	Manufacturing for export using raw materials imported under 
bonded consignment 

"Hiring foreign experts to train key staff, then setting up an 
internal training center 

"
Special pay and benefits for long-tenured (over 5 years) 
employees
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III. INSTITUTIONAL 
SURVEY
 

A. INTRODUCTION AND SUMMARY 

To complement the insights gleaned through the 36 case study 
analyses, an inventory of institutional support to SMEs was conducted 
among 21 public and private sector organizations. The institutional 
interviews were based on a single visit with key representatives of the 
organization. There were few opportunities to cross-check and verify 
all the facts, and we therefore apologize for any inaccuracies, errors 
or omissions. The survey was conducted to provide an overview of 
current institutional support to SMEs and to focus on existing programs, 
services and information relevant to small business needs. 

On the next page is a comprehensive list of all institutions 
considered during the study. Some of them, marked "X", were not 
interviewed, but were referred to by the case study interviewees. Those 
marked ,,+,, were interviewed at length by the study team and written 
summaries based on these interviews comprise the balance of this 
chapter. 
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LIST OF INSTITUTIONS 

+ American Chamber of Comnerce in Egypt
 
Central Agency for Public Mobilization and Statistics
 

+ 	Development Industrial Bank
 
DRPC/Cairo Unive.rsity

+ 	Egyptian American Bank 
+ 	Egyptian Businessmen's ;ssociation (including US-EBC) 
+ 	Egyptian Chamber of Commerce 
+ 	Egyptian Export Promotion Center 
+ 	Egyptian International Business Center 
+ 	Ein Shams University, Faculty of Agriculture 
+ Engineering and Industrial Deign Development Center
 

GASC/Ministry of Supply
 
+ 	General Organization for Industrialization 
X Tlndicrafts and Industrial Products Cooperative 
X International Executive Service Corps 
+ Ministry of Agriculture 

M1isr Iran Bank 
+ 	Nasser Bank 
• 	 Productivity and Vocational Training Department, Ministry 
of Industry
 

X Society of Egyptian Engineers 
+ 	Textile Development Ceter 
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B. INSTI=IONAL PROFILES 

AMERICAN CHAMBER OF CERC IN EGYPT
 

BACKGROUND
 

The American Chamber of Commerce in Egypt was established in 1982 
and is one of 50 American Chambers of Commerce operating outsioe the 
U.S.A. The objectives of the Chamber are to promote trade and
 
investment between 
 the U.S. and Egypt; to provide liaison with the U.S. 
r-.'anber of Commerce; to provide forums in which American and Egyptian 
business executives can identify, discuss and pursue common interests; 
and to work with individuals and organizations in Egypt on matters of 
mutual concern.
 

Chamber objectives are carried out through monthly luncheonis, 
special forums and events, and on-going committee work related to 
specific member interests (e.g., Construction, Finance, Industrial 
Production, etc.) Chamber activities are overseen by a Board of 
Governors and day-to-day operations are presently conducted by a staff 
of 13 in two locations, Zamalek and Heliopolis. The Chamber publishes a 
monthly newsletter and has just commenced publication of a bi-monthly 
journal called Business Monthly which is circulated to over 2,000 top 
corporate executives in Egypt and the United States. 

Current Chamber membership totals 325; annual dues are LE 1,000 per
 
year. As a private, non-profit voluntary association, Chamber activ
ities are principally iruded by local membership dues. 
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ANALYSIS AND IMPLICATIONS FOR SMEs 

Like the EBA (Egyptian Businessmen's Association), the American 
Chamber of Comimerce in Egypt represents an influential body for 
pranoting private sector interests. The Executive Vice President of the 
Chamber strongly believes that the economic development of Egypt rests 
with the private sector. As such, the Chamber supports (along with the 
EBA and the U.S.-Egypt Business Council) the establishment of a business 
development center targeted to serve ;mall and medium-scale businesses. 
The development of small and medium-scale businesses is viewed as an 
extremely important task which will serve the entire Egyptian and 
American business community in Egypt. Cooperation and dialogue with 
these various groups is essential for developing an overall assistance 
strategy. 
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DEVEDPENT INDUSTRIAL BANK (DIB) 

BACKGROUND 

The 	Development Industrial Bank of Egypt is a govermental
 
financiz institution with paid up capital of LE 34 million 
as of 1983. 
The Bank started operations in 1976 with the major objective of
 
financing and developing private sector industrial projects in Egypt, 
 in 
order to lessen the burden on the Egyptian balance of payments by 
encouraging the manufacture of locally made machinery and equipment.
 
Additional objectives include:
 

1. 	 To motivate project development in the new community
development cities and in the 	rural areas of Egypt; 

2. 	 To introduce new and appropriate technologies to local industry
and the encouragement of new industrins; 

3. 	 To promote and extend finance to small scale, labor-intensive
projects throughout Egypt. Over the past 7 years, 32% of totalDIB loans have been extended to small-scale industries; and 

4. 	 To activate the stock market in Egypt by promotingsubscriptions in shares and bonds issued by projects supported
by the Bank. 

FINANCIAL RESOURCES
 

In addition to its LE 34 million in paid up capital, the DIB 
receives approximately 70-80 percent of its financial resources from 
international organizations, including the World Bank, African 
Development Bank, European Investment Bank, German Development Bank, 
Credit Suisse, and the Islamic Bank (Jeddah), OPEC and USAID. 

-39

C,\1 



DIB FINANCIAJ POLICY 

1. 	 The Bank extends two types of loans: 

a. subsidized loans for food security projects with interest rates 
of 7-8%; 

b. loans for dl other projects at market interest rates 
(currently 16%). 

2. 	 Medium and long-tenm loans require that a feasibility study be
 
conducted by the Bank's technical staff. 
 The cost of the study is 
a percentage calculated on the amount of the sub-loan. For small 
and medium-size companies, Bank officials report that the cost of a 
feasibility study never exceeds LE 300. Study costs are refunded 
to customers if no finance is extended. 

3. 	 Short term (less than one year) loans do not require a feasibility 
study. 

4. 	 Loans in excess of LE 500,000 require approval from the appropriate 
international funding agency. 

5. 	 The Bank adheres to a strict collateral policy which depends on the 
status and financial position of the customer and the Egyptian 
legal environment.
 

6. 	 Recently, total loans provided to small-scale enterprises amounted 
to about 60 percent of the World Bank financing. The World Bank 
would like the DIB to increase this percentage to 80% of total WB 
funding. Small-scale enterprises are defined by the DIB as those 
firms with fixed assets of 570,000 LE excluding land and buildings; 
semi small-scale enterprises are defined as those firms with 
285,000 LE in fixed assets. 
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ACTIVITIES RELATING TO SMEs 

In addition to the extension of credit to small and medium-scale
 
industries, the DIB is 
 Flso seeking to expand its client services. In 
collaboration with EInflC, the DIB is providing technical assistance and 
advice through field extension activities. Approximately LE 100,000 is 
currently being spent on this joint effort. The Bank is also assisting 
businesses to participate in local and international shows and 
exhibitions. 

CASE STUDY FINDINGS
 

The case study analyses indicated two major complaints about the 
DIB as a financial institution: 

1. ccplicated and lengthy loan application procedures, requiring 
more than one year in some cases; and 

2. unreasonable collateral policies which require excessive 
quarantees for significantly smaller loan amounts. 

DIB RESPONSE 

1. In relation to the first issue, DIB officials :ndicated that some 
loans (amounts exceeding LE 500,000 require the approval of the 
international funding institution in Washington, Europe, etc. 
Application delays in these cases are thus out of DIB's control. 
For loans less than LE 500,000, Bank officials report that the 
application process should not take more than three months. This 
was not the case reported by most of the conpanies visited as loan 
amounts applied for did not exceed LE 500,000. In all cases, the 
reported length of time was one year or longer. 
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2. The DIB's response to the second issue is that since mortgage 
policies are not notin force in Egypt, and much real estate is 
legally registered, it is very difficult to place a lien cn private 
property. In addition, legal processes which deal with this issue 
are very lengthy and complicated. Egyptian businessmen generally 
have more than one set of business records, one for tax purposes, 
another for their banker and a third for their own use. Some have 
no records at all. In such businesses, the Bank seeks to secure 
its resources by imposing strict collateral requirements. 

Finally, Bank officials point out that it is impractical to impose 
collateral requirements based on half or one-quarter of a buil
ding. In the case of loan default, the DIB seeks to recoup its 
losses by selling any assets at reportedly, well below the actual 
market value of the assets. 

ANALYSIS AND IMPLICATIONS FOR SMEs 

The concerns expressed by several of the case study subjects with
 
regard to DIB pxocedures may suggest the need to expand the Bank's
 
technical assistance program in order to gain further insight into the 
problems faced by SMEs in their attempts to access Bank credit. The 
discrepancies between statements made by small and medium scale 
entrepreneurs and subsequent Bank responses might further suggest that 
credit and services are not being delivered in a reasonable and timely 
manner. The DIB is a crucial support institution for the development of 
SMEs; efforts to improve credit delivery mechanism would appear to be 
warranted.
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TH EYPIAN-AM BNK (EAB)
NICA 


BAC1JN
 

The EAB was formed as a joint-venture in 1976 between the Bank of
 
Alexandria (51%) 
 and the American Express International Banking 
Corporation (49%). The EAB offers complete canmercial banking services
 
and operates as a local bank in Egypt, able to deal in both local and
 
foreign currency. The Bank is a major lender to SMEs,
not and due to 
its joint venture status, is allowed to participate in only one of 
USAID's credit programs, the Commodity Import Program (CIP). Out of a 
total of US $67 million allocated for the CIP last year, the EAB's
 
share, together with Chase National's, was US $5million. 
EAB officials
 
report that the majority of the CIP funds are channelled through the DIB
 
and that ultimately, the Egyptian Government and USAID decide what
 
amounts of funds are to be channelled through various banking
 
institutions in the country.
 

ACTIVITIES RELATING To SMEs 

As stated, the EAB is not a major supplier of credit to SMEs. It
 
is limited in its activities because it does not have an extensive 
national branch network. In an interview with the General Manager of 
the EAB, Mr. Imran Khan, the discussions thus focused on problems faced 
by small businesses in accessing credit and general banking issues.
 

1. CollateralReuirements and Loan Application Procedures: Khan 
pointed to a frequent occurrence where business records are in 
the businessman's head but not on paper. Loan applications 
are, therefore, handled by an investigation department of the 
Bank which conducts a thorough check on the business itself and 
the owner's credit reputation with other banks. With regard to
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the 	latter, Ihan says that unlike the U.S., for examle, 
Egyptian banks have not yet developed an efficient cross
referencing system on clients and are therefore forced to spend 
considerable time and money in obtaining credit information on 
a prospective client, thus lengthening the overall loan 
application process. In general, Kh1an believes that the 
collateral requirements imposed by Egyptian banks are 	both 
warranted and fair.
 

2. 	 Lack of Industrv Data and Information: The absence of or 
contradictions in available information places banks in a 
difficult position when atterpting to evaluate the credibility 
and potential profitability of a new project which is seeking 
to access credit. For example, if a garment producer is 
seeking to expand his/her factory, the bank is hard-pressed to 
obtain information on the market for garments, where the market 
is headed, and whether expansion makes sound economic and 
financial sense both for the business owner and for the bank. 
The lack of industry-specific information is serious problema 
for the banking system in general, and Khan believes that many 
banks, including the EAB would support and participate in a 
networked business and market information systen. 

3. 	 Lack of "Professional" Bankers: Private sector banking is 
relatively new in Egypt and the industzy suffers from a lack of 
trained and qualified professionals. There are no educational 
institutions which currently offer a solid M.B.A. program and 
this limits the development of the industry as a whole. 
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EGYPT INTERNATIONAL BUSINESS CENTR 
(EIBC) 

BACKGROUND
 

The EIBC was founded in January 1985 as a private sector for-profit 
(joint stock) company to serve the Egyptian economy. Formerly, the EIBC 

was known as the Delta International Business Center (DIBC) which had 
been in existence 5 years prior to the Center's recent reformation and
 
reorganization. 
 The DIBC had a total membership of approximately 200
 
private sector individuals involved in 
 tourism, manufacturing, trade,
 
business, etc., and it offered 
a wide range c' business, economic, and 
consultancy services. The organization was solely funded by member dues 
which were LE 1,500 per year for an individual membership and LE 5,000 
per year for a corporate membership. 

According to the new President and chairman of EIBC, the majority 
of the Center's members (when it the DIBC)was lost confidence in the 
organization as members began to recognize great imbalances between 
actual services provided and annual dues. This loss of member 
confidence prompted the recent change of names to the EIBC and an 
overall restructuring of the c.cganization. 

EIBC's Chairman, former Minister of Tourism, Adel Taher, explained 
that his first objective is to change the image of the Center and win 
back members' confidence. With regard to services, the EIBC is planning 
on offering a diverse range of technical and public relations services 
which will be provided by EIBC's current staff of 7 professionals. 
There is, however, a rather severe budget constraint at present; the 
annual working budget amounts to only LE 10,000. 
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ACTIVITIES RELATING TO SMEs 

Presently, the EIBC has no specific programs targeted to the small
 
business sector. The EIBC Chairman, however, s tates that a major goal
of the Center is to begin working with the Federation of Egyptian
 
Industries and the Egyptian Chamber of Commerce to "bring together"
 
small businessmen and provide a 
meeting place for discussion of common
 
problems.
 

CASE STDY FENDINGS
 

Only one company (Case Study #1)reported interaction with the old
 
DIBC. 
This owner attended a DIBC-sponsored seminar on "Packaging", and
 
evaluated it as ineffective because everything but packaging was
 
discussed. 
Taher reports that the Center's attempts to host ;eminars
 
have not been very successful. 
Three months ago, 600 promotions were
 
sent out on a "Management Skills and Development" Seminar; only 6
 
affirmations were received and the seminar was subsequently cancelled.
 

ANALYSIS AND IMPLICATIONS FOR SMEs 

Despite its current reorganization, the EIBC remains in a
 
precarious stage of development. 1Regaining members' confidence in and
 
of itself is a formidable task and one which will probably require a
 
long period of time.
 

In the interim, the EIBC Chairman has an extensive network of
 
goverrnment and business contacts. 
If he follows up on his goal of
 
bringing together groups of small businessmen, and if the organization
 
can develop sounder footing, the EIBC may warrant closer attention as a
 
possible support institution to the sector.
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EGYPTIAN BUSINESSMEN'S ASSOCIATION (EBA) 

BACKGROUND 

The Egyptian Businessman's Association (EBA) is a private, non
profit body which seeks 
to prcnote the economic development of Egypt by: 

" Creating a suitable economic climate for business; 

" Fostering problems and issues faced by Egyptian businessmen,
particularly by making reccmiendations and proposals for
positive change through on-going contact with governmental
agencies; 

" Encouraging a greater role for businessmen in policy and 
decision-making processes; and 

" Developing commercial exchanges and investments with foreign
countries. 

The EBA has been active since 1979, and in the past two years, has 
been extremely effective in advancing its stated objectives. EBA 
functions are carried out by "Action" Comittees which seek to study 
problems and offer recommendations relating to specific econoric/ 
business issues -- e.g., import, export, investment, agriculture, taxes 
and customs, curency policy, legislation, tourism, petroleum services, 
construction and industry and "Joint" Councils which comprise working 
groups from Egypt and various foreign countries seeking to promote trade 
and investment. Joint councils currently in place with the U.S.,are 
Canada, Italy, France, Germany, South America, the Gulf States and 
Jordan.
 

The work of EBA's various committees and councils is brought to 
fruition by regular communication and on-going negotiations at the 
highest levels of government. Monthly meetings held with variousare 
Ministers and an annual all-day conference is held with the Prime 
Minister. 
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Membership in the EBA is somewhat restrictive - e.g. members must 
be an Egyptian national, have an established reputation and at least 10 
years experience in same economic activity as an owner, chairman,
 
managing director 
or other position with ultimate decision-making
 
authority. Current membership totals 250 and, simply put, they
 
represent the "creme de la creme" 
 of Egypt's business community.
 
Membership 
 fees a:e LE. 500 upon approval of an application by the EA 
Board and LE 30/year thereafter. The Association recently moved into 
its ne- offices in the Nile Tower Building which was paid for by an LE 
2000 contribution from each EBA member. Annual dues and member
 
contributions 
fund EBA's multiple activities. 

The ERA has close linkages with the U.S.-Egypt Business Council and 
the American Chamber of Commerce in Egypt (approximately 70% of the
 
Clkmber's members are membei : of the EBA). On-going dialogue among
 
these organizations serves to give greater collective weight to the 
pressing issues and problems facing the business community. 

ACIIVITIES RELATING TO SMEs 

A concept paper proposing the establishment of a "Business 
Development Center" is currently being fostered by the EBA, the U.S.-
Egypt Business Council and the American Chamber of Commerce in Egypt. 
In brief, the objectives of such a center would be to provide a reliable 
source of business information and business development skills to the 
private sector, particularly to facilitate the needs of small and medium 
size companies. The proposal anadvocates independent status for the 
center but strongly recommends that the ideas, concerns and directions 
provided by its users and by representatives of various private sector 
organizations be an integral, on-going aspect of the Center's focus. 
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CASE STUDY FINDINGS
 

Two of the small business owners visited are mdebrs of the EBA and 
they offered high praise for EBA's efforts to address concerns of 
private sector companis. A proposal currently fostered by the EBA to 
extend the duration of import licenses to one year is recognized as the 
kind of critical issue which needs to be addressed in order to make che 
Egyptian business climate more favorable. The adoption of such a 
progressive policy would directly benefit thousands of small businesses 
which are presently subjected to losses in both time and money because
 
of current import policies.
 

ANALYSIS AND IMPLICATIONS FOR S4Es 

Though not a large support institution in terms of either members 
or finance, the EBA represents an important vehicle for the development 
of the Egyptian private sector. Philosophically, the EBA is committed 
to the development of the small business sector as assistance to the 
sector will strengthen both the private sector and the overall business 
and investment climate in Egypt. The on-going activities of the EBA 
point to a serious and purposeful attempt to develop the private sector; 
this organization should be included in any overall a.ssistance strategy 
for SMEs. 
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TE YP CHANM OF OMRCE 

BACKGROUND 

The Federation of the Egyptian Chamber of CoMerce was estabilished 
in 1955 tc coordinate the activities of individual chambers which were 
established prior to 1955. Currently, there are 25 local chambers
 
throughout Egypt which comprise 
a total membership of approximately 3 
million. The Federation is managed by 25-member Board, of whoma 6 are 
appointed by the Governnent. The Board elects a Chainjan who oversees 
the day-to-day activities of the Federation office which has a present 
staff of 80 people. 

he network of local Chambers of Commerce is funded by member dues
which averacge between LE 1.00 and LE 10.00 annually. Tei parcent of all 
Chambers' budgets are allocated to the Federation office to fund its on
going activities. Chamber membership is a mix of both public and
 
private sector companies. 
 All Egyptian comercial businesses are
 
required to register with the Chamber; membership, however, 
 is not 
obligatory. 

The stated objectives of the Egyptian Chambers of Commerce are to 
promote trade and commercial activities among members and to represent
members in all fields by trying to influence new legislation before it 
is put into effect. (Several chamber members are also members of the 
Egyptian Parliament.) Joint councils have been established with several 
countries (Greece, Turkey, Spain, U.K., U.S., etc.) and members are 
reportedly able to access information on trade and the economy from 
their respective Chamber. At present, however, none of the Chambers' 
information, including membership rosters, are coputerized. 
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Published information cuzrently includes an annual Trade Yearbook 
which lists the names, addresses, and telephone numbers of businesses 
according to sector. The publication of the Yearbook, however, tends to 
run 2 years behind schedule. 

The Cairo Chamber of Commerce is the largest Chamber and has a
 
current staff of 150. 
 (Staff members in the remaining 24 Chambers
 
average between 
 10 and 12 people.) The Cairo Chamber publishes a 
monthly newsletter which includes information on inport- export 
regulations and foreign inquiries. Reportedly, 5,000 export-import
 
firms come to the Chamber each month 
 to pick up their copy of the 
newsletter. 

ANALYSIS AND I2PLLCATION FOR SMEs 

Chamber officials reported no specific activities or programs for 
small-scale businesses, and the case studies did not reveal any 
interaction with the Chamber. As an information source, however, the 
Egyptian Chambers of Commerce represent a key link for any broad 
business information network. 
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.BAQQ ON 

The Egyptian Export Promotion Center (EEPC) is affiliated with the 
Ministry of Economy; its primary goal is to promote and encourage
 
Egyptian exports. The EEPC was established in 1979 and currently has
 
two offices, one in the suburban area 
of Dokki and the other in Nasser
 
City. The Center's activities are overseen by a Board of Directors
 
whose Chairman is the Minister of Ecoromy. 
 The Board meets approx
imately once 
a year to consider overall policy and direction for the
 
Center; however, considerable autonomy exists in 
 managing day-to-day
 
operations. The Center employs about 
eighty staff members; Dr. Farouk
 
Shakweer is its Executive Director.
 

FINANCIAL RESOURCES
 

The EEPC is partially financed by the Egyptian Government, and due 
to its very essential role in promoting Egyptian exports, the Center has 
also received considerable grants and loans from international sources. 
Recent funding, for example, includes a loan of US $12 million from the 
World Bank (covering services, technical assistance and administration); 
an US $8.0 million grant from the Japanese Government; and a US $1.0
 
illion grant from the EEC.
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ACTIVITIES EIATMNG TO SMEs 

Approximately 2000 companies are presently being served by the 
EEPC. Only ten are piublic sector ccnpanies, but these are industry 
giants and account for about 50% of the Center's business. Thus, about 
half of the Center's activities are targeted for the private sector 
small companies which are defined as having somewhere in the range of LE 
3 million in capital and medium size defined as firms with capital of LE 
5 million and over. EEPC offers the following services. 

1. 	 Marketincr Information: The EEPC publishes a monthly magazine
 
(Export News) which provides information about foreign export
 
markets for Egyptian products. Regular topics covered
 
include: foreign market prices, international shows and
 
exhibitions, financial. institutions related to export credit 
services, and information about foreign agencies and companies 
who deal with and/or are interested in Egyptian exports. The 
above information is compiled and analyzed by a marketing 
research unit which has 9 researchers working primarily in two 
major areas. Agriculture (fresh and dehydrated vegetables and 
fruits, food prccessing, medicinal herbs and plants, and 
leather products); and Product Marketing which includes 
chemicals and medicine, engineering/household appliances, 
furniture, handicrafts, ready-made garments, carpets and woven 
products.
 

2. 	 Assisting and advisin expcrt companies in dealing with
 
government agencies involved in export.
 

3. 	 Technical assistance is strongly provided in the area of
 
packaging as the Center has a packaging institute to help
 
deliver this type of service. Other types of technical
 
assistance include product marketing research.
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4. Training: The Center is in the process of setting up a 
training facility for Egyptian exporters in the Sixth of 
October. This will be a cooperative program between the 
governments of Egypt and Japan. 

5. 	 Sronsorinq participation in international shows
 
exhibitions: Firms eligible 
for 	participation must have at 
least LE 50,000 in annual sales. 

6. 	 Trade Missions: The EEPC occasionally organizes trade missions 
to other countries. To date 3 missions, have been conducted; 
however, Shakweer indicated that they have not been 
particularly successful. 

7. Regular consultation with the Evprtian Export Promotion Bank to 
assist EEPC clients in accessing export financing. Dr. 
Shakweer indicated that one of the EEPC's major problems in 
delivering services is that currently all information is being 
stored manually. In addition, the Center has not been able to 
construct a client directory. Negotiations are presently 
underway with the Export PrOMotion Bank to host a joint export 
information center which would be linked to the International 
Trade Center in Geneva. This effort will be partially funded 
by USAID. 

CASE STUDY FINDINGS
 

The 	EEPC is planning to conduct a pilot program involving 200 
ccnipanes who are either exporting now or have high potential to become 
successful exporters. Two of the garment factories visited will be 
participating in this pilot program and they reported a high level of 
satisfaction with the assistance provided by the EEPC to date. 
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ANALYSIS AND IMPLICATIONS FOR SMEs 

Since its inception and particularly in the last two years, the 
EEPC has developed a good capability to assist Egypti-n exporters. The 
progressiveness of its Executive Director is evident and this should 
help to foster sound growth for the future. The EEPC is an important 
support institution and should be included in any overall SME strategy, 
particularly as: 

1. 	 A source of data and information about Egyptian exports, export 
services and foreign markets for Egyptian exports; and 

2. 	 A provider of training programs and seminars for small-scale 
enterprises involved in the export field. 
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GYPrIAN MISTRY OF ARIaJLtf RE 

BAC OND
 

The Ministry of Agriculture and Food Security plays an umportant
 
role as 
a policy making body for food production in Egypt. Many
 
agricultural 
crops such as meat, dairy products, etc., are raw materials 
for the food processing industry. Thus, the success and efficiency of 
food processing companies depends to some extent on gove rnment policies 
regarding food production. In addition, the Ministry of Agriculture
 
owns 10% of the agricult,ral land in Egypt in 
 the new, reclaimed areas. 
This land is cultivated and ranaged by the Ministry's agricultural
 
engineers, agronomists and techniciars.
 

ACITVITIES RELATING TO SMEs 

The primary focus of the Ministry of Agriculture is on agricultural 
production. Four years ago, in cooperation with USAID and the Egyptian 
Government, the Ministry established a "Small Farmers' Project" desi.gned 
to assist rural farmers to increase their agricultural productivity. 
The Project is based on a network of agricultural extension officers 
presently working in three governorates. Credit assistance is an 
important aspect of the program, and to date, over 25,000 small farmers 
have received loans totalling LE 35 million. Funds are channelled 
through local village banks and Ministry officials report a 99.2% 
repayment record. The overall program is evaluated by the Ministry as 
very successful as evidenced by a "dramatic increase in productivity in 
all crop areas since the Project began." Small farmers own 65% of all 
arable land and 95% of all livestock in Egypt. 
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CASE SUDY FINDINGS 

The analysis of the food companies visited indicated that the 
Ministry of Agriculture may be able to efficiently supply farm products 
to private sector food processing companies. The MLnistry's larger
 
scale, efficient techniques; better varieties; 
 advanced marketing
 
systems, storage, 
 transport and grading capabilities, could be tapped
 
for improving supply to agribusinesses. The Ministry owns about 0.5
 
million acres 
of land distributed among different governorates in 
Egypt. Some of these lands, for example, produce very high quality 
fruits and vegetables. 

The cases analyzed revealed food processors' interest in directing 
this type of public farming scheme to be the main source for agro
industrial development in Egypt. This approach would help private 
sector food processors to improve the quality of their production by 
using higher quality raw materials, and might also serve to boost food 
exports, especially in the area of frozen fruits and vegetables. 

MINISTRY OF AGRICULTURE RESPONSE 

Ministry officials indicated that they have received some inquiries 
from food processors who have asked the Ministry either to sell its 
farms or to provide Ministry-produced products to upgrade their overall 
production quality and expand export potential. The Ministry is in the 
process of studying such a proposal to help agricultural and food export 
finns and assist the development of the food processing industry. 
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ANALYSIS AND IMPLICATIONS FOR SMEs 

According to Ministry officials, very little data has been 
accumulated thus far on the food processing industry. However, the 
Ministry is the key source of data and information on agricultural 
production. The Ministry is supported by USAID in a number of projects 
which generate data and information about the sector which will be 
useful for the development of small and medium-scale food processors. 
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EIN SHBA UNIVERSITY 

FACULTY OF AGRICJL'RE 

BACKGROUND
 

The purpose of institutional analysis of academic institutions is
 
to study university participation in 
 training programs and technology
 
transfer. The Department of Food Science 
 in the Faculty of Agriculture 
at Ein Shams University is a relatively advanced department in the food 
industry. The Department contains about thirty-five faculty memr,_rs ,nd 
about 150 students who graduate yearly to take positions as managers in 
the food industry. The Department is equipped with chemical labs and a 
food industrial complex which is at present in need of equipment
 
upgrading. This facility is 
 used for the purpose of student training in 
the areas of meat processing, dairy, preserves and juices. In addition
 
to the undergraduate program, 
 the Department has approximately one
 
hundred graduate students, who are working toward an M.S. or Ph.D. in
 
Food Science. 

ACrIVITTS RELATING TO SMEs 

Department officials state that most of its research in the area of 
food science and technology is applicable for SMEs. There is a great 
deal of applied research in the area of dairy, meat processing, 
preserves, juices and bacteriology which can be used by food processors 
to increase efficiency and sanitary conditions in their own factories. 
T.se kinds of training require educated managers with a college degree,
and the Department does not currently offer training programs to non

university graduates or skilled labor. Department faculty acknowledged 
that there is a great need for such an activity, but stated that it 
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would require special programs and funding. They indicated their 
interest in participating in a prcgram of this kind for training of
 
skilled labor and technicians in the food industry.
 

ANALYSIS AND IMPLICATIONS FOR SMEs 

it was mentioned in some of the cases that technical knowledge and 
professional and techrical training of employees in different factories 
is needed to increase production and operational efficiency. In other 
cases, the need to improve sanitary onditions is extremely high. The 
incorporation of this university into a training program could be 
beneficial to the agribusiness sector. Such training programs should be 
simplified to meet the needs of its constituents. In addition, this 
university might be effective in training SME agro-industrial managers 
in advanced techniques and practical applications of science to their 
production processes, 
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ENGIlEERIG AND IN=USTRIAL DESIGN CNTER (EIDDC) 

BACKGROUND
 

EIDDC is affiliated wit!h the Ministry of Industry and is one of the 
prime institutions in Egypt for providing training and technical 
assistance to small-scale industry. The overall functions and 
activities of EIDDC have been documented in previous USAID reports (see 
A.D. Little, Phase I, 1982) so the focus here is on recent EIDDC 
activities specifically as they relate to the small business sector. 

SMALL-SCALE INUSTR!ES DEPARTMENT (SSI) 

The SSI Department has been an active part of EIDDC's overall 
program since 1976. Recognizing the inherent capabilities of SSI to 
assist small businesses, the World Bank extended loan of $250,000 toa 
EIDDC in 1979 to develop a pilot project extension service which would 
provide technical assistance to small-scale industries receiving DIB 
loans. In 1.980, an additional $1 million wasloan of US forthcoming 
from the World Bank, again targeted to increasing SSI's extasion 
service capabilities. 

At present, the SSI Department has 7 extension officers in Cairo 
and 3 in Alexandria. Between September, 1982 and March 1985 (31
 
months), there were 2,348 werefield visits; 518 one-time only visits 
and 915 were follow-up visits. Total client firms contacted were 
1,433. Forty-seven percent were DIB clients. About 75% have 25 or 
fewer employees, the rest employ between 25-100 persons. During the 
last month of these statistics (March, 1985), there were 120 
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totalvisits, 35 of which were new and 85 of which were follow-up visits; 
62 of the 120 were DIB clients.
 

The Industrial Technology Applications Program (ITAP) in EIDDC was
 
originally targeted to serve larger, state-owned businesses. More
 
recently, ITAP has expanded its focus to include private sector
 
companies with fewer than 100 employees.
 

Since the SSI extension staff is small, about one-third of the
 
businesses do not get follow-up visits; about 100 businesses are visited
 
by a two-member team each month and over 30 new businesses are added
 
each month. 
This staff should be expanded or supplemented by other
 
extension efforts.*
 

Philosophically, EIDDC/SSI does not adhere to a strict definition
 
of "small-scale" industry. 
"SSI has come to mean small and medium
 
industzy which in Egypt is really private industry and the fastest
 
growing industrial sector". Therefore, a 
broad parameter of "up to 100 
workers or LE 2 million in invested capital" is SSI's loosely adhered to 
working definition. Companies larger than this can still receive EIDDC 
assistance at a higher cost.
 

SSI services are not free but are priced significantly below the
 
actual cost of delivering the service. For example, a factory
 
requesting assistance on the production of a die would be charged LE 40
 
which is 40% of the cost of the service. The maximum charge for a
 
feasibility study would be LE 2,000, or about one-fifth of the cost if
 
the same study were conducted by a private firm. The fee structure is
 
based on the size and position of the firm, but in all cases, at least a
 
"nominal" fee is charged which underpins the Department's belief that
 
entrepreneurs place greater value on services and assistance if they
 
have to pay for them.
 

• See Appendix for EIDDC/SSI Statistical Sunmmiries.
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Funding of SSI is provided by: 1. EIDDC (which includes some 
matching funds from the Ministry of Industry); 2. DIB (at present LE
 
100,000 has been allocated by the DIB to EIDDC for providing credit and
 
business assistance to clients); 3. the World Bank; and 4. SSI's own
 
income. 

Many of the SSI extension and instruction staff have been trained
 
abroad and the Department is continuously upgrading staff skills.
 
Monthly salaries average between LE 500-700. An on-going problem
 
identified by the Director of SSI is finding good field personnel.
 

Initially SSI services were targeted to the metal working sector as
 
they represent the largest portion of private manufacturing industry.
 
Other industrial sectors (wood working, leather goods, etc.), have also
 
received SSI assistance. More recently, special attention has been
 
given to the ready-made garment industry. Current plans call for the 
"specialization" of SSI extension workers in specific industrial
 

sectors.
 

SSI client contact ismade through a number of ways: 1) names
 
forwarded by institutiois such as the DIB, GOFI, and the Federation of
 
Egyptian Industries; 2) personal contact through extension visits and
 
subsequent generation of interest by "word of mouth"; 3) the publication
 
and dissemination of EIDDC's quarterly magazine called Industrial
 
Development; and 4) television promotion via a 
weekly program called
 
"Technology" headed by the EIDDC director, Dr. Yusef Mazhar. 
With
 
regard to the latter, it appears that many of the case study subjects
 
who have received assistance form EIDDC/SSI first learned of the
 
Center's activities by watching this program.
 

CASE STUDY F!DINGS 

In the 1982 A.D. Little study on small-scale entExprises, one of 
the "high-priority constraints" identified was the
 

-63



"... very limited... technical assistance in the form of extension
 
programs. 
A small pilot program at EIDDC isbeginning to provide 
sane technical support, but it is still much too small to have a 
significant impact on the sector.... Less than 5% of our sample
 
was aware of any technical assistance."
 

Recognizing that the above conclusion was probably valid 3 years
 
ago, the current case studies revealeI a somewhat greater awareness
 
about technical assistance in general, and the EIDDC/SSI program in
 
particular. Though not a statistically valid sample, 9 out of the 36
 
companies visited 'ave received EIDDC/SSI technical assistance or are
 
aware of the Center's existence and services provided.
 

Moreover, the feedback form these ccnpanies regarding the EIDDC/SSI
 
program was overwhelmingly positive. 
Factory owners have participated
 
in many of the management seminars hosted by the Center and employees
 
have benefited from short training courses on arc welding, heat
 
treatment, metal working, etc. 
Several have had on-site visits from the
 
SSI extension teams. With the exception of one factory owner, the
 
EIDDC/SSI services have been evaluated as "very effective" and "very
 
useful".
 

The one critical evaluation, referred to above, deserves some
 
comment. This particular factory owner (Case Study #14) was seeking
 
EIDDC assistance for the design of a new model for gas cookers. 
The
 
owner balked when the Center informed him the desian woulk cost
 
approximately LE 3,000. 
 In di.scussing this situation with Center
 
officials who know the case well, we were informed that the actual cost
 
of producing a new design model is LE 10,000. 
Further, it was
 
pointedout that the potential increase in sales as a result of the
 
factory's introducing a more sophisticated model would easily cover the
 
"lsubsidized cost associated with producing the new design. 
In summary,
 
the factory owner obviously wanted the assistance to be provided free of
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charge. Fortunately, EIDDC/SSI, in its efforts to become self
sustaining, is not a "hand-out" institution. In our opinion, this is 
exactly the way it should be. 

ANALYSIS AND IMPLICATIONS FOR SMEs 

The ambitious and determined attitudes of EIDDC/SSI officials to 
constantly improve their technical assistance and management services 
programs, coupled with very positive feedback from companies which have 
received various forms of assistance, renders further strengthening of 
this institution. In the past three years, EIDDC/SSI has made great 
progress in assisting the sector and its impact continues to increase. 
The task at hand is to extend the Center's outreach capability to 
greater numbers of small and medium-scale entrepreneurs. 
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GEERAL ORANIZATION FOR IN1USTRIALIZATION (GOFI) 

BAO UND 

GOFI is a government regulatory agency under the jurisdiction of
 
the Ministry of Industry. One of its primary tasks is 
 to grant formal 
approval, through the issuance of licenses, to the start-up of any new 
industrial project or the expansion of existing ones. For projects
 
which have 
a total cost of less than LE 100,000, the extension of 
licenses is handled by the Governor in whose jurisdiction the project is 
located. Joint venture proj eat approvals are handled by the General 
Authority for Investment (GAFI). 

To conduct its review and approval process, GOFI has in place a 
number of specialized departments divided according to sector. Their 
job is to: 1) review application documents for completeness; 2) assess 
the project's viability in relation to the Five-Year Plan; and 3) 
forward recomendations to the Approval Ccmmittee. All new project 
applications are required to include detailed information about the 
proposed project: firm name, nature of project, capital, labor, raw 
materials, building, machinery, equipment, transportation and financial 
requirements, stages of ccnpletion, estimated production volume and 
capacity, etc. In the case of project expansion, companies must submit 
information on the nature of the expansion, financial requirements, etc. 
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ACi'IVITIES RELATING TO SMEs 

Within GOFI, there is a Small-Scale Industries Department which
 
principally conducts feasibility analyses of projects, primarily in 
 the 
shoe industry. GOFI officials report that the SSI Department's
 
activities do not include services 
or information to the SME sector; 
rather its purpose is to review the viability of proposed projects. 

CASE SRJDY F DINGS 

In several case studies, interaction with GOFI was cited as but one 
step in the bureaucratic chain that is required to get approval for raw 
materials or equipment needs before dealing with the Import Rational
ization Committee or the Eg'ptian Customs Authority. Reportedly, it
 
takes at least one month to obtain such approval from GOFI, and in 
 some 
cases several months. 

ANALYSIS AND IMPLICATIONS FOR SMEs 

Due to its regulatory mandate, GOFI represents an important 
informational sourcd for basic sector-specific information. Beginning 
in 1985, GOFI will provide a list of all approved projects directly to 
the appropriate Chamber in the Federation of Egyptian Industries. This 
sharing of information should assist the Chambers in gathering 
additional data on the activities within respective industrial sectors. 
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NASSER BANK 

BACT-TN 

Nasser Bank was established in 1972 and lays claim to being the
 
first Islamic bank in 
 the world. As an Islamic financial institution, 
it does not opera - on the interest rate principle but rather, the Bank 
enters projects on the basis of taking equity position inan 	 the 
businesses or projects it finances. Furthermore, the Bank deals on an 
equal basis with the poor and the rich, irrespective of the size of the 
business. Loans are extended in amounts ranging from several million to 
only 	a few thousand LE. The Bank also has a social welfare 
orientation. On-going social activities include supplementing 
retirement benefits, and providing grants to university students, to the 
poor and needy, and to divorced women. In spite of all these social 
activities, the Bank's financial statement for 1984 indicates a profit 
of over 27 million LE. Nasser Bank has 24 bran-hes throughout Egypt and 
a total staff of 2,000. 

FINANCIAL RESOURCES 

Nasser Bank is a governent organization financed fully by the 
Egyptian Government. It was initiated and started by the late President 
of Egypt, Gamal Abdel Nasser. 

ACITVTIMES RELATING TO SMEs 

1) 	 Nasser Bank finances any commercial or trade activity which offers 
a fast return on investment. The Bank's technical staff (which 
includes consultants form local universities) studies proposed 
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investments and makes a determination regarding their participation 
within a 1-3 month period. 

2) Special Projects 

The following are examles of some of the projects which Nasser
 
Bank has initiated or helped to finance:
 

a. Limousine Services - anThe Bank owns 8,000 limousine car
 
service which has become one 
of the most effective and efficient taxi
 
services between cities in 
 Egypt and within Cairo and Alex-indria. 

b. Cold Storage Projeat The Bank also- owns a frozen storage
 
facility with a capacity of 10,000 
 tons in the city of Tanta. Income
 
from this venture generates additional capital for the Bank.
 

c. Partnership in Industrial and Business Projects - Recently, the 
Bank participated in a joint venture project with forty-six companies in 
several different fields. 

d. Loans to Small Businesses which are repaid by installments.
 
Loan amounts range from LE 5,000 on up.
 

e. Professional Ians - This type of loan is extended to 
professional people (i.e., doctors, lawyers, dentists) with the Bank 
taking an equity position in the business. The borrowing individual has 
the right to purchase the Bark's equity at any time. 

ANALYSIS AND IMPLICATIONS FOR SMEs 

Nasser Bank is viewed as a closed domestic financial organization 
which is heavily oriented toward social affairs and smll enterprises. 
It has been very successful in a number of business ventures which ithas 
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initiated or helped to finance. There is, however, no clear written 
document outlining the Bank's policy regarding loans. Each case is 
treated separately and a final determination is made based on the type 
of venture and the interest of the Bank in participating. The Bank's 
contacts with international financial organizations is very limited 
since they do not deal on the basis of interest rates. Possible 
participation in any of USAID's credit programs would necessitate 
careful study and analysis. In any event, the participation of Nasser 
Bank in any proposed business management and information center might be 
of mutual interest in exchanging business information related to small 
business development. 
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PRODUCTIVY AND VOCATIONAL TAININ=G DEPARIMENT (PVTD) 

EACKRND 

The Productivity and Vocational Training Department (PVD) was 
established in 1955 as a branch of the International Labor Organ
ization. In 1956, PVID was transferred to the Egyptian Ministry of 
Industry. Today the Department runs the largest vocational training 
program in the country, operating approximately 37 training centers 
throughout Egypt. According to the current Five-Year Plan, an
 
additional 28 centers are scheduled to open by 1987. Recently, USAID
 
extended US $17 million to PVID to establish a training center for 
copper workers in Alexandria, a garment center in mid-Delta, and a fully 
equipped audio-visual training center in Cairo. 

The vocational aspects of PVID's activities focus on three types of 
training. 1) Apprenticeship - a three-year program whereby trainees 
spend the first year in academic classes offered by the Department and 
the second and third years working in an existing company. Compensation 
is 40 pt./day in the first year and 60 pt./day in years 2 and 3. 
2) Accelerated training -- targeted for the welding, sheet metal and 
blacksmithing industries. 3) Skills upgrading -- designed to improve 
trainees' awareness of new industry developments. The productivity
related activities include managerial courses for supervisory and mid
level management personnel and a consultancy training institute. 

In addition to the Ministry of Industry, PVI activities are funded 
by numerous international financial institutions, including the World 
Bank and bilateral aid agreemencs with Britain, Germany, Japan, Italy 
and the U.S. 
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ACrIVITIES MATING TO SMEs 

PVID training is available to both public and private sector
 
employees. At present, however, 
 at least 90% of all trainees are from
 
the -iblic sector. In spite of this imbalance, the Director of the
 
Department does not see 
a need to target any of PV"D's training
 

activities specifically to the private sector.
 

CASE ST1UDY FINDINGS 

One case study participant reported that his company has formalized 
an in-house training program by cooperating with area vocational 
schools. According to this business owner, the arrangement is working 
out very satisfactorily. 

ANALYSIS AND IMPLUCATIONS FOR SMEs 

Despite PVID's extensive vocational training program, it would not 
appear that SME training needs are being adequately served. Private 
sector companies have voiced concern about the quality of public sector 
training, and coupled with the Director of FVTD's admission of "serious 
problems" within the Department, extensive changes would have to occur 
before this organization could become an effective support institution 
to SMEs. 
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TEXTILE DEVEOMENT CENTER
 

BACRCUND 

The Textle Development Center, located in Alexandria, is under the 
supervision of the Ministry of Industry. The Center was established in 
1954 and serves two primary functions: 1) to conduct on-going research 
activities for the textile industry; and 2) to provide training for 
ready-made garment personnel. With regard to training activities, the 
Center has on staff approximately 15 part-time instructors through a 
cooperative agreement among the University of Alexandria, the Ministry 
of Industry, and the Center. 

Training courses average 3 months in duration and are offered in 
all aspects of garment-making -- design, patterning, cutting, sewing, 
fabric technology, etc. Physical facilities include 4 sewing rooms, a 
design and pattern room, in addition to several standard classrooms. 
Certificates in garment technology are issued to all participants 
successfully completing course requirements. 

Beneficiaries of the Center's training program have predominantly 
been employed by public sector companies which pay a nominal fee of LE 
200 per employee per three-month course. Private sector employees could 
participate in the same training courses for a much higher fee -- LE 600 
per course, or request a tailored course to address individual needs. 
To date, however, only a couple of private sector companies have sought 
training assistance from the Center. 
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CASE STUDY FINDINGS
 

None of the 12 ready-made garment ccnpanies visited are aware of
 
the Center's training activities, nor are they aware of any other
 
institutionalized training activities in 
 the country. 

ANALYSIS AND IMPLICATIONS FOR SMEs 

The Center's heavy orientation towards public sector employees in 
its various training activities renders it an unlikely organization for 
addressing the needs of small private sector garment producers. The 
mere mention of "private sector" to Center officials resulted in several 
negative comments relating to the "selfishness and greed" of private 
producers in general and pointed to a perceived dislike for assisting 
the sector in any way. 

Further, the Center's location in Alexandria is prob!ie-atic for the 
thousands of ready-made garment producers in the Cairo area, parti
cularly small producers who have a stated preference for on-site 
training assistance. 
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IV. THE FEDERATION 
 OF EGYPTIAN
 
INDUSTRIES 
 AND SME DEVELOPMENT
 

A. INTRODUCTION 

The Federation of Egyptian Industries (FEI) and its system of 12 
industrial Chambers is the largest parastatal institution in the 
country. It is the only official institution in Egypt where all public 
and all private sector companies with greater than L.E 5,000 in assets or 
more than 25 employees, 4are ccnmn membership. One of the primary 
objectivc of this stud3y was to analyze the Federation's current ability 
to meet the needs of its private sector ME constituency and suggest 
improvements for meeting SME needs. 

Throughout the course of the study, Federation and Chamber 
officials have been extremely helpful in meeting with and providing 
information to study team menbers and in facilitating the selection and 
appointment scheduling of case study participants. We appreciate the 
Federation's cooperation and would especially like to acknowledge the 
time and support provided by the Federation liaison for the study, Eng. 
Adel Schoeib. 
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B. OVERVIEW AND ANALYSIS OF THE FEI 

To facilitate our analysis of the FEI's current capability to serve 
SME needs, we focused on three of the 12 industrial Chambers - Food, 
Engineering, and Spinning and Weaving, in addition to the main
 
Federation office. 
 The following provides an institutional overview and 
analysis of the FEI and, where appropriate, information rearding the 
status of the 3 Chambers under study. 

1. Organization and Governance 

The Federation of Egyptian Industries and its 12 industrial
 
Chambers were officially formed 
 in 1958 by Presidential Decrees. * The
 
Federation's purpose is to cooidinate the activities of all Chambers
 
with various industrial sectors. The Chambers are directed to work on
 
behalf of their menter's welfare and to represent them at public
 
authorities.
 

The FEI is administered by a governing Board comprised of one 
elected deleate from each chamber and five members appointed by the 
Minister of Industry. The Chairman of the FEI Board is also appointed 
by the Minister of Industry. Each Chamber has a board of 15 members,
 
two-thirds of whom 
are elected from among members; the remaining one
third of Chamber boards are appointed by the Minister of Industry. At 
present, the composition of some Chamber boards (e.g., Spinning and 
Weaving) are such that over 50% of Board members are public sector 
officials. Decisions taken by Board vote can be challenged by the 
Minister of Industry; the challenge may be overridden by 2/3 of the 
Board members. 

*See Appendix 2 for translated Decrees establishing the FEI and its 

Chambers. 
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Each Chamber board is responsible for appointing a Managing
 
Director who oversees 
the Chamber's day-to-day operations. This position 
is a three-year appointment, but historically, it has maintained 
stability. (The Managing Directors of the Chambers of Engineering,
 
Food, 
 and Spinning and Weaving have occupied their present positions for 
15, 10 and 16 years, respectively). The Managing Director is the most 
visible person vis-a-vis member interaction and influences to a 
considerable extent the quality and level of Chamber activity. 

Because of its organizational Charter and the quasi-governmental 
status of the FEI and Chamber Boards, there is an implicit bias towards 
the government's position and public sector business concerns. Members' 
influence on decisions appears to be proportional to their size. There 
is no mechanism for aggregation of the concerns of small private sector
 
businesses. Strictly speaking, there appears to be little overlap of
 
the Federation's principal responsibilities and the interest of small 
private sector business, the subject of this study and report. 

2. Market
 

The total market for the FEI is all Egyptian industrial establish
ments -- at present, approximately 30,000 firms. The target market is 
the Federation's membership: each industrial establishment with over 25 
employees or assets over LE 5,000 is required to become a member of thie 
appropriate Industrial Chamber. New joint-venture companies are also 
required to join the FEI; however, Federation officials report that this 
policy has not yet been fully implemented. 

Current Federation membership totals about 9,000 establishments. 
Less than 29- are public sector companies, but because of their size and 
influence, they tend to dcminate the interests of their respective 
chambers. 
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The number of firms in each industrial chamber and the total number 
of members' products are shown in the following table: 

NUMBER OF 
 NUMBER OF 
CHAMBER ME4MS PRODUCIS 

Spinning and Weaving 1,766 68 
Engineering 1,083 386 
Food 
 574 
 78
 
Printing 753 14 
Wood Working 
 261 
 27
 
Cinema 375 1 
Cereals 133 15 
PetroleumVMining 
 48 
 47
 
Metallurgy 47 29 
Chemical 
 567 
 235
 
Buildirng/Construction 360 21 
Leather 
 2,940 
 30
 

TOTALS 
 8,907 
 951
 

3. Services 

Beyond general statements of mission and purpose, little is written 
about the actual services provided by Chambers for their membership, or 
services requested by the membership. Federation and Chamber officials 
report that a primary service or role of the FEI is to act as a mediator 
and problem solver for members vis-a-vis government agencies. 
Additional services reported by Chamber officials include those listed 
below. 
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Chamber of Engineerincr: 

- Respond to member inquiries 

- Periodic notices to members regarding local seminars and 
conferences
 

- Monthly price trends information sheet to approximately 50 of the 
largest members 

- Facilitation of meetings between materials-producing companies 
and end-users of materials who are Federation members 

Chamber of Spinnir and Weaving: 

- Publication of a monthly newsletter which is mailed to all
members. Regular topics include articles on legislation
affecting membership and export inquiries 

- Facilitating contact for members regarding export-import requests 

- Organizing member trips to foreign fairs (The most recent trip 
was scheduled during June, 1985 to Cologne, Germany). 

Chamber of Food: 

- Respond to member inquiries 

- Mediate on behalf of members with government agencies 

Our research of 36 case studies gives sane indication of service 
needs and fulfillment, which are reported in a later section of this 
chapter. 

Of the three Chambers being studied, only one (Engineering) has an 
organized system of member records, but little data is available to 
characterize the membership a whole,as much less the constituency of 
particular interest to this study - small private sector firms. There 
appears to be no consistent method of accounting for receipt of dues, 
nor of matching membership status with service requests. 
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Presently, there is very little outreach capacity; prospective
 
clients must seek out help in the Chambers. The quality of current
 
services, with a few exceptions is regarded as poor. There are 
no
 
resources of staff, time or budget available for internal training
 
programs. 

One significant Federation product is the Yearbook, a compendium of 
statistics regarding the industries represented by Federation members. 
A full analysis of the Yearbook with recommendations for improvement 
appeals in Chapter V of this volume. 

4. Finance
 

The 12 Industrial Chambe1s are funded solely by membership dues 
which are calculated on the basis of fixed assets. The minimum
 
subscription is LE 25/yearthe maximum LE 
 1,000. By law, each Chamber 
must give 40% of its income to the Federation to cover services rendered 
such as le9 l, public relations, production costs for the Yearbook, 
etc. In addition, as 60% of the Federation's staff budget is said to be 
providing shared administrative services to the 12 Chambers, the latter 
split this cost among themselves. The result is that each Chamber is 
left with 40-50% of their original dues income as working capital. 

5. Staff Resources 

The Federation has approximately 135 full-time staff members 
working in its various departments: Finance, Legal, Personnel, 
Statistics (Yearbook), Public Relations and Industrial Relations. In 
the 3 Chambers under study, staff figures were reported as follows: 
Engineering - 4 secretaries; Food - 1 agronomist, 2 secretaries and 2 
office boys; Spinning and Weaving - 2 professionals, 2 secretaries, 2 
clerks and 2 office boys. Monthly salaries were reported as LE 40-60 
for secretaries and LE 70-100 for mid-levrel staff. 
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6. Institutional Relations 

The Federation itself has formal relationships with two government 
agencies. One is CAPMAS, which provides a significant amount of data 
published in the Federation's Yearbook, and which reviews the finished 
product. The other is the Industrial Control Department. Various 
Chambers have informal working relationships with other government 
agencies, and same are quasi-formal in that a Chamber officer may also 
be on the board of another group. An example is the Engineering Chamber 
Managing Director's membership on the EIDDC board. 

Evidently, there are very sparse relationships between the 
Federation and Chambers on the one hand, and any of the private-sector 
institutions on the other. 
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C. MEMBER PERCPTIONS AND FEEDBACK 

The opportunity to solicit members' feedback regarding their
 
respective Chamber membership was principally provided through the case
 
study interviews. The involvement of Chamber 
Directors in the selection
 
process was deemed necessary in 
 order to obtain a balance between
 
"active" and "inactive" members. 
 During the actual interviews, company
 
representatives 
were asked a series of questions relating to their
 
company's membership in the Federation/Chamber; what services and/or
 
information are provided 
to them and how would they evaluate these
 
services; 
what specific needs do they have with regard to information
 
and services; 
 and what could or should the FederationChamber do in 
order to improve its servicing capability. 

It is worth reiterating that the size of the case study ample does
 
not lend itself to statistical interpretation. Furthermore, crossa 

checking of members' status, including services received, 
 with Chamber
 
Directors after the field interviews indicated that more services have
 
been provided by the Federation/Chambers to these SMEs than member
 
comments would suggest. 
 For the full text of member feedback, see 
Volume 1, CASE STUDIES. 

1. General Perceptions of the Federation 

Most co. the 36 case study participants perceive the Federation as a 
public agency. Due to the heavy influence of public sector officials or. 
the Federation/Chamber Boards, interviewed menbers for the most part do 
not believe that the FEI, as it is presently structured, is an effective 
organization for promoting private sector interests. The inability of 
the FEI to implement recommendations emanating from Chambers and members 
was cited by several interviewees as a serious organizational 
constraint. In brief, member comments about the Federation in general 
reflected a marked desire for changing the organizational status of the 
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FEI, in order to improve its capacity to respond to and serve the 
majority of its members, private sector enterprises. 

2. Chamber of Encineerinq 

SERVICES/INFORMATION PROVIDED: 

Of the three Chambers studied, the Chamber of Engineering would 
appear to be the most active in supplying services to members. Some of 
the sear'ices/informaion reported by members interviewed included: 

" Problem solving; 
. Assistance with exhibitions (e.g., Cairo Fair); 
" Fostering concerns of private sector producers; 
" Disseminating information on local serinars, conferences; 
" Responding to specific requests for information (e.g., 

technical) ; 
" Providing forums for addressing mutual concerns of public and 

private sector producers; 
"Assisting in the restriction of imported products being produced 

by members. 

Approximately half of the engineering companies reported that their 
company has a good to excellent relationship with the Chamber of 
Engineering. The Chamber responds to specific request for information 
and has played a useful problem-solving and mediator role. Additional 
requests for services and information included the following: 

REQUESTS FOR SERVICES: 
"
Mediate between public and private sector companies 
" Facilitate contact with foreign companies 
. Import raw materials for members 
" Assist in obtaining finance for raw materials 
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REQUESTS FOR INFORMATION: 
"New technologies
 

" Training 

" Technical assistance 
" Domestic/international market conditions 
" Alternate sources of supply (spare parts, raw materials, 

equipment) 
* International fairs and exhibitions 

3. Chamber of Spinninm and Weaving 

SERVICES/INFOP2TION PROVIDED: 
The Chamber of Spinning and Weaving is the largest industrial
 

Chamber with approximately 1,800 members. Chamber officials consider 
it 
to be one of the most active Chambers, particularly among spinning and 
weaving companies, many of which are the largest public sector textile 
companies. Approximately 15% of the Chamber's total membership is 
comprised of ready-made garment producers. During the visits with 12 
garment companies, producers reported receiving the following services: 

* Participation in Chamber-organized trips to foreign trade fairs 
* Monthly newsletter* 

*The Chamber of Spinning and Weaving publishes a monthly Newsletter 
which is mailed to all members. Less than half of the garment companies 
visited reported receiving the newsletter on a regular basis. Of those 
who do receive it, they e-valuated the newsletter as only marginally 
useful. 
A recurring comnent related to the newsletter's orientation
 
towards textile ccmpanies rather than ready-made garment producers. In 
addition, some of the information contained in the newsletter, 
particularly as it relates to export inquiries, is often out-dated by 
the time members receive their copy. 

-84



REQUESTS FOR SERVICES: 

" Retain fashiorVdesign expert 
" Provide periodic seminars/training for industry personnel 
" Explain and simplify government rules and regulations 

" Import raw materials for m 
" Facilitate inport permission on restricted items 

REQUESTS FOR INFORMATION: 

" New technologies 
" International fairs and exhibitions 
" Foreign 'market specifications 

" Market buying times 

" Domestic market trends 
" Likely direction of future government policy 
. Alternate sources of supply and price 
" New models and designs 

" Credit facilities 

4. Chamber of Food 

SERVICES/INFORMATION PROVIDED: 
The Chamber of Food would appear to be the least active in terms of 

member interaction and services. The current Managing Director of the 
Chamber of Food reports that the ability of the Chamber to act on behalf 
of the private sector is quite limited. He acknowledges the need for an 
extensive restructuring of the organization, including the elimination 
of the appointment system. 

Of the 13 food companies visited, only one reported receiving 
assistance; and this related to the mediator role of the Chamber in 
helping to address a company problem with regulatory authorities. 

REQUESTS FOR SERVICES:
 

Simplify rules and regulations
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* Seek to eliminate goverrnent corruption
 
STraining (e.g., food technology)
 
* Assist in amending regulations on import licenses 

REQUESTS FOR INFORMATION: 
" Raw materials (packaging) 
" New technologies 

" Credit facilities 
" International fairs and conferences
 
" Marketing information on processed meats industry
 
" Domestic market
 

5. Concludin General Comments 

Approximately half of the 36 companies interviewed indicated that 
their respective Chamber could improve both its image and service 
capability by providing the requested services and information outlined 
above. The remaining coaanies voiced doubt about their Chamber's 
ability to provide services and particularly information in an effective 
and timely manner. Among this latter group, some producers stated that 
even if the Federation/Chambers provided information, particularly as it 
relates to the domestic market, they would be skeptical about its 
validity and credibility, a concern which relates back to their 
perception of the Federation as a public agency. 
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V. IMPROVING 
 INFORMATION
 

SERVICES FOR 
SMES
 

A. INTRODUCTION 

This chapter discusses the information needs of SMEs in two 
different contexts. In the first, we look at the need for improvements 
in information services currently being provided by the Federation of 
Egyptian Industries. Specific recommendations are provided in this 
chapter rather than in the ALTERNATIVES AND RECOMMENDATIONS volume for 
several reasons. Fir, we were specifically asked to provide advice 
and guidance for improvements to the Federation's information systems. 
Secondly, the recommendations outlined herein should provide improvement 
to Federation performance in general, not just to SME services. 
Finally, the improvements recommended would probably be necessary 
regardless of what alternative is chosen in improving the delivery of 
information services specifically targeted for SMEs. 

In the second part of this chapter we look at the generic 
information needs of SMEs, without discussing alternatives as to how 
these needs should be met. This is left to Volume 3, ALTERNATIVES AND
 
RECOMMENDATIONS. 
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B. FEDERATION INFORMATION SYSTEMS AND SERVICES 

In the first: few sections of Chapter V, we make a strong case for 
the improvement of information systems and services in the Federation 
and its chambers. However, these recommendations are made with several 
reservations. 

From what we have seen in our on-site visits, we have serious
 
concerns 
about the ability of the Federation to sustain and effectively 
utilize any non-trivial improvement in the information services area. 
It appears to us that in fact there are far more pressing needs in terms 
of management, staff and facility improvements. There are exceptions in 
specific chambers, of course; and the level of technology recommended
 
herein is sufficiently robust to operate 
in a relatively adverse
 
environment. 
 But it would be a waste of money to improve the
 
Federation's information systems without a 
concomitant improvement in 
the organization and facility required to transform an information
 
system into an effective information service. 

A more serious concern relates to the delivery of information
 
services. The improvements recommended herein would 
no doubt greatly 
improve the quality and quantity of written responses to incoming mail 
requests. However this assumes that all clients know what the right 
questions are and how to ask them, and that all know how to use the 
answers provided. 

The FEI tends to work in a response mode; i.e., when letter or 
call comes in, the appropriate Chamber finds the information and 
responds. This is only a minute part of SME information needs. It is 
understandable that larger businesses use the FEI while smaller 
businesses tend not to. From our case studies of small businesses in 
Egypt, as well as in implementing programs throughout the developing 
world, small business owners do not always know what their real problems 

-88



are and hence, what information they really need. Further, the 
information has to be digested and made appropriate for the use of the 
small business owner. This requires a personal presence in the field 
which would necessitate a major refocus of the FEI's organization and 
management. In Volume 3, we make recommendations as to how the FEI can 
use such a field presence for smaller businesses without resorting to 
structural reorganization.
 

C. FEDERATION YEARBOOK 

The Federation of Egyptian Industries has the responsibility of 
preparing an annual Yearbook, a report which summarizes statistics for 
each Chamber in the Federation, provides an overall assessment of the 
industrial economy, and includes a section giving basic demographic and 
socio-economic statistics for the country. 

The process of preparing each yearbook edition begins when 
Federation staff gathers statistics from the providing agencies: 

. CAP11S 
" Ministry of Industry 

" Ministry of Planning 
. Industrial Control Department 

" Ministry of Finance 

" Ministry of Agriculture 

" Central Bank of Egypt 

"Ministry of the Judiciary 

With these inputs, the Federation's Economic Department compiles 
separate sets of statistics for each Chamber. It is then up to the 
staff of each Chamber to prepare and type its part of the Yearbook 
report in 15 copies (photocopy or stencil). Of these, 10 go to the 
Federation, which assembles the Yearbook, adding the general sections 
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which are written by Federation staff. In final typed draft form, the
 
Yearbook is reviewed by CAPMAS. 
 Following that approval, the book is
 
translated and 
a typed English manuscript is prepared. The Arabic and
 
English editions are then sent out to a 
contractor for offset printing,
 
directly from the final typed copy.
 

To prepare the following material, we examined the 1980 and 1981
 
English-language editions of the Yearbook, and the 1981 Arabic edition.
 
The Yearbook has not been published since 1981 due to reported "legal 
difficulties" with the printer. At the present time, it is planned to 
summarize the 1982 edition, and to publish a combined 1983-84 edition.
 

1. Analysis of Present Yearbook 

n this section we will comment on the Yearbook at two different
 
levels -- format and substance. 
 With respect to its actual content, the
 
Yearbook appears 
to contain many useful and relevant macro-economic
 
statistics which give an 
adequate picture of Egyptian industry. Rt in 
terms of meeting the needs of the small private sector businessman, the 
Yearbook would be more useful if it broke out production statistics by 
sector (public and private) and by size of business. Additionally, it 
would be useful if per-capita consumption calculations were performed, 
especially if this were able to be done for each gcvernorate. 

There appears to be little information concerning the number of 
business establishments, the amount of capital invested, or the number 
of workers employed, on an industry-by-industry basis. With such 
information -- again, broken out by sector, business size and 
governorates -- it would be possible to produce productivity indicators 
such as return on capital invested and amount of goods produced per 
worker hour. Likewise, if the real number of establishments currently 
engaged in the production of goods were known, the small businessman 
could know how many competitors he had, and the average amount of 
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products made by each. We observed too few pages of prcductivity
 
figures in the entire Yearbook -- page 362 of the 1981 edition, 
 in the 
Spinning and Weaving Chamber section, is a good example. 

All of the above would be even more useful if all the products 
could be classified according to the Egyptian equivalent of the U.S. 
Standard Industrial Classification Codes. If well-defined year-to-year 
categories were used, then, after time, longitudinal studies of 
production could be depicted in the Yearbook - for instance, total
 
number of private 
sector meat packing houses each year 1975-1985. 

A full understanding of the statistical requirements of small 
private sector enterprises is beyond the scope of this report, but we do 
recc=und that the Federation pay attention to the need to introduce 
major improvements in the substance and utility of the Yearbook for the 
benefit of this sector. In our opinion, the recommendations made above, 
together with ideas from others, should be seriously considered for
 
implementation as the most important part of a 
Yearbook improvement
 
program.
 

Having outlined what we feel is the top p_ "ority, let us turn to 
matters of presentation. It will be useful if each Chamber were to add 
commentary and interpretation to the statistics which they record. An 
examination of the 1980 and 1981 editions of the Yearbook reveals that 
most of the "commentary" is merely a verbal, space-consuming recitation 
of the same facts which are presented in adjacent tables. In some of 
this material, percentages are given, but it would be more efficient to 
add a percentage column to the table, and, either eliminate the verbose 
commentary entirely, or replace it with substantive comments. Of the 
material which we examined, Section I and the first three parts of 
Section II were the worst in the above respect. 
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An example is provided below based on page 43 of Section I of the
English edition of the 1981 Yearbook. It uses 21 full-width lines to 
describe the production of processed crude oil (18 in the Arabic
 
edition). In the example below, 
 we have rendered the prose as a table. 
If it were typed on a 12-pitch typewriter it would occupy about 1/4 page 
-- a half-column width, 17 lines long. Based on this example and many
similar pages in the 1981 edition, and assuming a two-column per page

format, we estimate that the information content of the Yearbook could 
be presented in a volume 1/2 to 1/4 of the thickness of the current 
Yearbook. This assumes no change of technology other than the use of 12 
vs. 10-pitch typewriter. 

Section 1 pae 43 extract, reformatt: 

2. Production of Processed Crude Oil 

The net quantity of oil refined in all categories of products
produced increased from 1979 to 1980. It is expected that thesc 
gais may cover the increasing needs of petroleum products needed 
for the country. 
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Tons (000) 
PwRODUI Percent 

1979 1980 Increase 

Net oil refined 
 12259 13634 
 12.8
 
Butane/butagaz 
 96 139 40.4
 
Benzene 
 1768 1983 12.2
 
Kerosene/terpene 
 1629 1979 
 3.1
 
Solar/diesel 
 2310 2521 9.1
 
Mazout 
 5533 6417 16.0
 
Asphalt 
 212 282 13.0
 
Other basic 
 89 102 14.6
 

Note that arithmetic errors appear in the above table: the butane 
and kerosene percentages should be 44.8 and 21.4 respectively. These 
same errors appear in the original Arabic edition. By contrast, errors 
in the text on page 92 of Section II of the 1981 English edition can be 
corrected by inspecting the matching table on p. 93. As these errors do 
not appear in the Arabic edition, we must assume errors in translation.
 

As the preparation process of the Yearbook does not lend itself to 
tight quality assurance procedures, and as our spot checks have revealed 
errors in each case, we conclude that the many concerns which we have 
heard expressed about the reliability of Yearbook figures are well
founded. This conclusion is reached even before we consider the more 
important question regarding accuracy of reporting private industry 
statistics to a government agency. 

By contrast to the Engineering Chambw-z section, the one on Spinning 
and Weaving presented an acceptable balance of tables and interpretive 
comments. The section on Food Industries is also much better in format, 
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and as well includes the beginnings of some of the substantive improve
ments discussed earlier, 
e.g. productivity, statistics (pp. 362, 365)

and longitudinal tables (pp. 312-318). 
 The table and discussion on pp.

400-401 is an interesting contrast of population vs. 
production, but
 
even though the data are available, 
 no per capita computations were
 
used. Of the three Chambers' sections, 
 the Food section seemed to be
 
best overall.
 

2. Yearbook Automation 

Following the pattern above, at this point we will treat prospects

for automation 
of both the substance and format of the Yearbook. First,

for the reasons already stated, in our opinion it 
 would be inadvisable
 
at this time to launch an 
effort to totally automate Yearbook
 
production. Before the design of such 
a program could begin, many

important conceptual design and content 
issues need to be addressed.
 
The outcome might result in 
 significant changes; efforts to automate 
production of substantive portions of the present work would thus be 
wasted. 

Instead, we recommend that the Federation adopt an incremental 
approach to Yearbook automation, focusing initially on some of the 
format, production and quality control issues. Here are some 
preliminary thoughts on the steps of such a program. Of course these 
could be modified to meet the real situation at the time of 
implementation. 

1. Select a Chamber or two as a test for a pilot project - for
 
example, the Engineering and Metallurgy Chambers. 
 Plan to automate 
the mechanical production only of the Yearbook sections for these 
Chambers. The goal is to produce sample "dry run" sections, or to 
publish them as part of a regular edition on a test basis,
 
soliciting user comment.
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2. 	 Using a small amount of consulting assistance fr.m a designer who 
is familiar with both publications and micro-computer capabilities, 
redesign the general format and layout of the section. 

3. 	 Acquire a business-oriented micro-computer such as the IR4 PC or 
one perfectly compatible with it such as the Sperry/Leading 
Edge/Mitsubishi PC. Equip it with an appropriate letter-quality 
printer, giving Arabic characters as well as English, and other 
hardware options required to support word processing and spread
sheet operations. 

4. 	 Enter all original tables (from CApWAS et. al.) into the spread 
sheet program. Use the flexibility of the spread-sheet program to 
cross-tabulate and check all tables, and to automatically perform 
percentage calculations where required. Then print a draft copy of 
the tables for the benefit of the staff analysts responsible for 
development of the commentary. 

5. 	 Enter all the commentary text into the word processing program. 
Depending on the Arabic language caabilitias of the selected 
software, the merging of the text and tables could be entirely 
automatic, or may require manual steps.
 

6. 	 Once the analysis and cnentary is complete, print a draft copy of 
text and tables for CApmAS review. Incorporate their changes and 
suggestions using the word processor and spread-sheet programs. 

7. 	 In all likelihood, for tables of each section, alternate character 
sets for rnmerals and alternate headings can be defined in the 
spread-sheet program such that both Arabic and English tables could 
be printed from the same data 	base. Assuming that is so, at this 
point in the process, work could begin on preparation of the 
English edition, greatly facilitated by automated table production 
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and 	the word processing capability to support the narrative 
translation process.
 

8. 	 Upon final approval of each edition, have the computer print final 
2-column, 12-pitch fully fonratted camera-ready copy suitable to go 
directly to the printing contractor. 

9. 	 Repeat steps 4-8 annually, using the magnetic discs saved from last 
year's work as a basis for working on the current-year edition. 
Extend the scope of the project to other Cambers until the 
computer facilities are fully engaged. Replicate the facility as 
necessary; two or three sets of equipment should be adequate to 
produce the present Yearbook design, for all Chambers. 

Implementation of this program could begin immediately, with useful 
results being available within 30 days of installation and testing of 
the initial equipment and software configuration. Initial costs are
 
estimated below. These estimates should be regarded 
as preliminary, and 
they assume the availability and cooperation of existing Federation 
staff who are knowledgeable about the use of micro-conuters, and who 
can be trained to carry on after the initial installation and 
consultative period has ended. Prior to embarking on such a program, a 
detailed planning and system design should be performed to provide a 
formal schedule, goals statement, and costs. The prelimirary estimates 
below are based on U.S. sources, and cover transportation and per diem 
where appropriate. It is assumed that there will be no import duties on 
government-acquired equipment. 
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Planning and design phase consulting, 
including transportation and per diem 
 $ 5,000
 
Computer 
 4,000
 
Arabic adaptation 1,000 
Printer 2,500 
Software 
 2,500
 
Special proqrarning, consultant and
 

local sources 
 3,000
 
Supplies and maintenance, first year 5,000
 
Project management, systems integration,
 

training, on-site coordination,
 
consultant & local sources 
 8,000 

$31,000
 

Such an approach offers the following advantages: 

a. 	 It is a modest and affordable pilot program requiring smalla 
resource cormitment and no )ermanent change in procedures. 

b. 	 It provides near-immediate benefits in terms of productivity 
and quality control. 

c. 	 It is in any event a prerequisite to a more elaborate scheme, 
especially as a learning experience. 

d. 	 Changes are spread over time, reducing disorientation of 
Federation/Chamber staff and the book's users. 

e. 	 It provides a defensible econcmic justification for the 
eventual acquisition of multiple computer units for which there 
are a multitude of other useful applications (as will be shown 
later). 
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f. It fully preserves all options for future systems, including: 
i) networking to a centralized computer systems at Federation 
headquarters; ii) using computer photo-typesetting to reduce 
size and improve quality; iii) vertical integration via 
telecommunications with CAPMAS automation plans; and iv) 
networking with other institutions and/or private sector 
organizations to exchange public information, etc.
 

D. FEDERATION/C1AM r INFORMATION SERVICES 

In this section we begin by relating the essence of what was
 
reported to us during 
our Federation interviews. As stated earlier, one 
of the principal functions of each Chamber is to answer questions posed
by members. A broad range of subjects is raised. Examples from the 
private sector are: specific technical help, assistance in locating
 
spare parts, help in finding a 
joint venture partner, and arrangements
 
to attend trade fairs. 
 In addition, government questions occasionally

need to be answered: 
 how much trade with a certain country, what is the 
total authorized capacity to prochce a certain commodity, and so on.
 
Public-sector industry may ask if 
 a sub-contracting center may be
 
established to aggregate the outputs of a 
commodity from several small 
private-sector concerns to meet domestic or export needs. 
Other
 
countries may ask about the possibility of exporting certain goods, or
 
foreign investors may inquire about business opportunities.
 

In short, through its Chambers, the Federation needs to be an 
information center, not just a data bank, to produce knowledgeable 
responses to incoming inquiries. The Federation views itself as the 
most appropriate place for information from the public sector and the 
private sector to be brought together and made available. 
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The principal information handling task of each Chamber is 
retrieval and reporting. Each Chamber has voluminous paper files and 
books which comprise their respective information resources. Of the 
three Chambers studied, all have quite limited staff and especially
 
outreach capability; only one periodically volunteers information 
 (via 
newsletter); and only one has computer facilities. It is our
 
understanding that information handling 
at the Chamber of Engineering is 
at least as well-advanced as that of any Chamber. For this reason, and 
because of its size, importance, ccplexity, high quality of management 
and other factors, we will examine the Engineering Chamber in detail in 
the following section. 

1. Information Resources and Case Work Handling 

The Engineering Chamber has about 1100 members. Each member has a 
paper file, maintained in file folders in conventional filing cabinets, 
in order by member number. Ir addition, paper files are maintained on 
about 250 subjects of recurring interest; most of these originated in
 
response to a specific member request. Eight 4-drawer file cabinets 
contain all of these files. 

The computer facility consists of an Apple 2+ micro-computer, 
equipped with two 1.2 megabyte 8-inch floppy disc drives. The computer 
supports two indices. One, ordered by Mnber name, provides a ready 
means of access to the paper member files described above. Each member 
index record contains business name and address, name of contact person, 
telephone number, type of products, and authorized production capacity. 
The computerized subject file is used to access the paper subject files 
described earlier. In addition to the paper files and computer indices, 
standard reference materials, buyers guides and equipment catalogue 
comprise the reference collection. 
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Two hypothetical and exemplary cases of response to incoming 
queries were described to us. The first concerns a request for all 
ccmpanies which produce a certain item in Egypt. As for almost all non
trivial requests, this one comes in a letter. The Chamber Director
 
personally inspects all incoming mail, 
 and assigns correspondence
 
requiring action to various staff members. 
 The person assigned to
 
handle this query uses 
the Apple camputer to perform the indicated
 
retrieval, and she writes a letter responding 
to the request. The 
letter with its attached details goes to the Director for his inspection 
and signature before mailing. 

The second case concerns receipt of a request for information on a 
part - for example, rubber motor mounts. The Director inspects the 
request, annotates it with suggestions as to how the research should be 
done, and assigns it to a staff member for action. She would look up 
details on the part in a reference book (the German BDI), and prepares 
form letters addressed and hand-delivered to the commercial officers of 
the German, British, Swiss and French Enbassies asking for nomination of 
possible sources of supply. When the replies are received, the staff 
person prepares a reply to the inquiring membe - , and here again it goes 
to the Director for approval and signature. 

On the average, 15-20 inquiries a day are handled in this fashion. 
Four secretaries, one of whom is a college graduate, handle the office 
workload. The usual telephone, telex and typewriter equipment is 
available for communication. Each of the secretaries can type both 
Arabic and English, and operate the telex; three can operate computer 
programs. The Director is training all of them to be multi-faceted, so 
that each can move from one job to the next. 
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2. Automation Recommendations 

Several factors are thought to justify the use of automation to 
meet the present information handling nee-Is of this Chamber: it has a 
large workload, the member-clients are a critical and under-served 
group, there are certain kinds of requests which cannot at present be 
answered due to information or equipment limitations, and there is a 
proven aptitude and willingness to adopt computer technology. 

Based on the foregoing, we recommend the creation or improvement of 
the following five information system applications: 

a) Membership file management: The present file was created by 
repeated mailing and follow-up of a member questionnaire. This 
procedure should be repeated, and the Chamber's Managing 
Director feels that the following cdata items (the first five 
items were previously being gathered) should be included: 

-Name and address
 

-Contact person
 

-Telephone number
 

-Type of product(s)
 

-Authorized production capacity
 

-Number of workers (full time equivalents) 

-Sales by volume of product - total, and by:
private sector 
public sector
 
export
 

-Export volume by country
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-Ra materials requind and volume for each: 
c'm3tdities 
sub-assemblies 
fixture 
coponents 

The present computer could be programmed to produce address 
labels from the current files, if indeed this has not been done 
already. Also it could produce the questioraire itself, 
printing in the proper spaces the known information, and asking 
the respondent to fill in the blanks. As before, follow-up 
mailings could be used to bring the response percentage closer 
to 100%, and a combination of field work and telephone calls 
could be used to supplement the mailings. 

b) Subscription fulfillment: As a natural step from the 
membership file management application, it would be relatively 
simple to add data fields regarding the payment of dues by each 
members. This would enable the Chamber to remind those who 
were late to remit, and to limit services to members in good 
standing. Combining the dues file with the member information 
file also eliminates duplication and increases the accuracy of 
the resultant dual-purpose data base. 

c) Subject index: As less details of the nature of this file were 
available, we cannot make detailed reconuendations at this 
time, beyond suggesting that the indexing terms should be multi
dimensional, and that the computer data base management
 
technique or system selected to do the work should 
 lend itself 
to change of the indexing scheme without necessitating changes 
to the base data file. This will prove to be necessary as use 
of the resource broadens. Another general recommendation is to 
increase the scope of the subject index so that it references 
all sources of substantive information in the Chamber, not just 
the 250 files described previously. 
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d) Service trackincr file: A simple program to prepare and 
preserve a record for each information service request received 
by the Chamber would be quite useful for: a) trackdng 
outstanding requests and their resolution; b) assigning and 
monitoring staff workload; c) providing a method to gather 
quality control and effectiveness data, especially with 
telephone follow-up - "Was our information useful to you?"; 
and d) analysis over time of the most frequently-asked 
questions, leading to focus on what area(s) of the information 
resources need improvement. 

e) Newsletter suport: Using many of the same techniques 
previously described in the Yearbook section, word processing 
software on the computer normally used for data base 
maintenance and retrievals could be used to prepare articles 
for a regular chamber newsletter. We strongly recommend that 
each chamber prepare and distribute to its membership a recular 
newsletter, even if it is only once or twice a year. 

While the foregoing discussion refers specifically to the Chamber
 
of Engineering, there is every reason 
to urge its replication in each of
 
the other chambers. This is not to say that 12 
 sets of micro-computer
 
equipment would be necessary 
or justified for these applications alone. 
The smaller chambers may wish to share a computer system, or, perhaps 
manual filing systems would continue to be the appropriate technology in
 
some instances. It is safe to say, however, 
 that the three Chambers on 
which we focused in this report could readily justify having their own 
systems. 

If, on the other hand the Yearbook preparation task is added to 
each Chamber's workload, and if any remaining time on the computer were 
available for everyday word processing functions, it is likely that all 
12 chambers could justify adding a micro-computer system to their office 
operations. 
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3. Other Considerations 

To perform the human side of this information service improvement
 
project, it is likely that additional staff resources will be needed,
 
especially during the first year or so of data base growth. 
 There is no 
way to automate the meticulous and time-consuming work involved in 
coding, indexing and abstracting data to go into a computerized data
 
base management system.
 

Based on a limited exposure, the physical environments of chamber
 
offices may not be suitable for a micro-ccnputer installation.
 
Individual site surveys will be required; upgrading of available space,
 
power source, and environmental controls may be necessary. 

The amount of disk storage available on typical micro-computer 
floppy disk drives might not be sufficient for larger chambers. So
called "hard disk" storage units in an appropriate range of sizes are
 
available as options, in the range of $2000 to $5000 each (FOB New
 
York). 

E. CHAMBER LI ARY AND REFERENCE SERVICES 

1. Definition of Needed Resources by Chamber 

The Engineering Chamber Managing Director has stated that the 
reference materials in his and other Chambers are in need of 
considerable improvement, both in terms of extension and organization. 
To establish the level of need in detail, a survey should be done in 
each Chamber. Perhaps Library Science graduate students from a local 
university could perform the basic fact-gathering, write up their 
findings, and share copies with experts in the respective fields who 
could advise what items need to be added. 
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2. Acquisition and CatalocinT of Materials 

Adequate provisions must be made for clean storage of the books and 
periodicals to be acquired. Here again a professional librarian or
 
knowledgeable student should be used to specify the exact 
steps to be
 
taken, and the recurring procedures for ordering and retaining
 
periodicals, clippings, prrfessional papers, 
 and a host of informal
 
publications which are somc- of the "gems" in such a special library.
 
Retrieval services are paramount. Ideally, the above-mentioned
 
computerized 
 subject index could be extended to include this reference
 
collection, 
but the initial and ongoing workload of indexing and
 
abstracting 
is likely to overwhelm most of the Federation staff, even if 
extra help is available during setup. A more practical recommendation 
might be to build a simple subject index file using conventional index 
cards and storage. 

The Managing Director has suggested that, to strengthen its 
reference collection, the chamber should receive from the Library of 
Congress some of their relevant publications and periodicals upon 
payment of the requisite subscriptions. To facilitate this, contact 
with the Library of Congress and with other sources of guidance on 
availability of specific items shouli come through the external 
assistance recommended below. 

Technologically not possible today would be the sharing of all of 
the Library of Congress' information resources with the Arab Republic of 
Egypt. However worth.7hile a goal, there is no practical way to 
accomplish this today. Work being done by the Library of Congress holds 
the promise of someday being able to distribute the entire contents of 
the library on a small number of optical storage discs. The technology 
to do this, while on the horizon, is still at least a decade away.
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3. External Assistance DurinM Establishmt 

As suggested above, temporary expert assistance would be needed
 
during the establishment or extension of such special libraries.
 
Perhaps help could come from the International Executive Service Corps.

Advice and guidance on how to proceed would of course be available from
 
the Library of Congress, the American Library Association, the Special
 
Library Association, the U.S. National Commission on Library and
 
Information Science, among other institutions in the U.S. with special
 
competence in this area.
 

F. GENERIC INFORMATION NEEDS OF SMES 

Previous in-depth and statistically valid studies which have been
 
conducted on the needs of SNEs were cited in Chapters I and II of this
 
volume. 
The 36 case studies on which this report is in part based are
 
not a statistically valid sample. 
Nevertheless, they do seem to
 
corroborate the findings in these earlier studies, at least with respect
 
to the information needs of SMEs. 
One might argue which of the
 
information needs is
more important than another, or that dlifferent
 
industry sectors have different priorities. Here our purpo.e is to move
 
toward a definition of the specific kinds of information systems and
 
services which can help SMEs. 
For this purpose it is not necessary to
 
know the priorities exactly, but to get a sense of what tools would be
 
needed to meet the mainstream needs.
 

In looking at the case studies as a 
whole, patterns of needs
 
emerge. To develop a "global" view of these needs, a 
member of the
 
study team who was not involved in the execution and documentation of 
the case studies read each of the 36 written case study reports, seeking
 
to develop a list of generic needs based on what was reported, and what
 
the reviewer (an experienced management consultant) felt was needed.
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The draft list was then reviewed and correlated with the findings of 
Chapter II. We found the results to be consistent with the previous 
studies cited in Chapter II. Through this process, SMEs' information 
needs were clearly identified. Here is the resulting list of generic 
information categories: 

CREDIT: where and how to get bank credit, for both short term and 
long term loans; 

MARKET INTELLIGENCE: domestic marketing information regarding 
market size, consumer tastes, competitive activity; 

RAW MATERIALS: sources, alternate sources, imports, quality 
control, which covers commodities plus accessories and supplies; 

TECHNOLOGY: for both process and design improvement; quality 
control; locating experts in particular fields; 

EXTERNAL CONTACTS: who can hel.p with e.lorts, imorts of raw 
materials, industrial technology; attenlance at or participation in 
foreign trade fairs and conferences; 

REGUIATIONS/RED TAPE: a catch-all for effects of goverment 
intervention; imprt licensing and restrictions, especially on 
scarce commodities and spare parts; preferential quotas; regulatory 
problems; production quotas; social security tax; need for 
facilitation in dealing with government; 

TRAINNG: for factory workers in production and quality control 
skills, or for superviscry and middle-management personnel; entry
level and continuing education for bothi; 

OUIREACH/EXTENSION: expressed needs for field worker assistance; 
reaching to unexpressed needs and filling them; 
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DPORIS: how, where and what; includes the export portion of market 
intelligence, and desire for information on consumer standards of 
product acceptance; 

MANAGEMENT SKLS: covers obvious but rarely admitted management 
shortcomings, and labor relations skills; 

PACKAGING: special marketing problem related to availability, 
design, and import of packaging materials. 

The most important items are near the top of the list, based on
 
comments in the case studies, 
 observer and consultants' perceptions, and 
on the previously-cited in-depth studies. Given this list of generic
 
information categories, we 
then turn to the question of who are the
 
providers.
 

G. INSTITUTIONAL INVOLVEMET 

In keeping with our interest in this section with the development 
of generic anr non-specific ideas, we reviewed the list of institutions 
considered in the study (see Chapter III), to produce a grouping by kind 
of institution. We wanted to identify the information providers' 
current roles and functions. The institutional groupings we suggest 
are: 

PROMTIONAL: includes chambers of commerce, promotional and 
businessmen's associations; 

TRAINING: academic and vocational training organizations; 
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ASSISTANCE: government or government-sponsored (i.e., perceived by 
the SMEs as government) but non-regulatory organizations; 

INFRMATION: governmental agencies who do not directly assist or 
regulate SMEs, but who do or could supply useful information; 

RDGUI.AORY: government agencies which have a direct administrative, 
persuasive or (at least effectively) regulatory role; 

FINANCIAL: banks, both private and public. 

Given these lists, institutional groupings and information 
categories, we present our interpretation of the present supplier
information relationship withi the following matrix. The marks indicate 
whether a given institutional category is, or is chartered, to functicn 
in a given information category. 
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Institutional Caterory
 
Information 
 Prcmo- Train- Assis- Infor- Regul- Finan-

Category tional 
 ing tance mation atory cial 

Credit x x
 

x
 

Raw Materials x x x
 

Technology x 


Market Intelligence x 


x
 

External Contacts; x x
 

XRegs/Red tape 
 x x 

Training x x x
 

Outreach/Extension x
 

Exports x 
 x
 

Management skills x x
 

Packaging x
 

Without singling out any particular institution or category, it is 
our conclusion from this study that, in general, SMEs are inadequately 
served with information relevant to key needs they have identified. But 
even without a graphic depiction of how strongly or weakly some of these 
services are being provided, certain critical gaps emerge from 
inspection of the chart. Some of these gaps can be directly filled with 
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APPENDICES
 



FIDDC/SSI STATISTICS/u tMRIES 

SUMMARY
 
SECOND QUARTERLY REPORT
 

DECEMBER 17, 1984 -. MARCH 17, 1985
 



SUMMARY
 
TRAINING PROGRAMS
 

December 18, 1984.- March 17, 1985
 

TRAINING FOR SMI.ENTREPRENEURS
 

Training Place No. of Participant5
 
Program and Satisfactorily
 

Period Venue Completed the Course
 

Jan. 13-16, 1985 Production Planning Alexandria 26
 
& Control for SMI at
 

San Stefano
 

Hotel
 

March 4-6, 1985 Product Costing & Cairo at 78
 
-.. Nile.Hilton,
Cost Analysis, 


Hotel.
 

March 24, 1985 	 Efficiency & Qua- Cairo at
 
lity Improvement EIDDC Confe- 48
 
for Ready-Made rence Hall
 
Garment Manufac
turer
 

ON STAFF TRAINING AND DEVELOPMENT
 

1. Fellowship for four (4) Extension Officers arranged with the
 

Italian Cultural Centre in respond to offer of Italian Govern

ment to finance a training course for participants from develo

ping countries on Development of SSI Project.
 

2. Arrangement for the attendance of Dr. Yusef K. Mazhar to a
 

joint program on EFMD, Annual Conference and INTERMAN Symposium
 

in ILO Geneva, May 	12-17, 1985.
 

1
 



SMMARY 

CONSULTANCY WORK
 
MANAGEMENT SERVICE GROUP
 

December 18, 1984 - March 17, 1985
 

Consultancy Work 


1. 	Feasibility Study,
 
Electronic Ballast 


2. 	Feasibility Study, on
 
Automatic Washing Ma-7
 
chine & Dish Washer 


3. 	Feasibility 5cuuy, 

Technical & Financial 

For Ready-Made Garment
 

4. 	Guidance on Setting-Up 

a one-machine ready-

made garment shop 


5. 	Reviewed feasibility 

study on concrete 

hollow-block manufac-

ture 


6. 	Visit to Okto Plastic 

company 


7. 	Visit to El Ters 

Factory (Elec. Heaters) 


8. 	Visit to Le Baron 

Ready-made garment 

manufacture 


Proponent 


Mr. 	Osman Aly 


Mr. Ahmad Hindy 


Export and Import 

El Nasr Company 


Mrs. Rawya Abdel 

Manam 


Mr. 	Samir Shalaby 


Mr. Ahmed Ibrahim 

Hassan 


Mr. 	Kammal 


Mr. Khalid, 

Gen. Manager 
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Status of Work
 

60% 	completed
 

60% 	completed
 

Market Study being
 
undertaken by proponent
 

Gave her estimates of
 
investment required and
 
eynected cost and profit
 
for the one machine shop
 

Gave proponent guidance
 
on how to prepare his
 
projected cash flow,
 
break-even analysis, and
 
return on investment
 
computation
 

Gave advise on how to
 
improve his production
 
planning, plant layout
 
and plant organization
 

Gave advise on product
 
costing & cost analysis
 

Gave advise on how to
 
improve his marketing
 
operation as well as im
proving his cash flow
 



SUMMARY
 
TECHNICAL EXTENSION SERVICE
 

Dec. 18, 1984 - March 17, 1985
 

Total New Follow-up DIB
 
No. of Factories Visits Clients
 

Period visits Visited
 

January, 1985 122 20 102 
 65
 

February, 1985 133 31" 102 
 71
 

March, 1985 120 35 85 
 62
 

GRAND TOTAL 375 86 289 198
 



Period 


From September,
 
1982, to
 
December, 1982 


Whole,,YearY 
of 1983' 


From January to
 
August, 1984 


September to
 
December, 1984 


January, 1985 


February, 1985 


March, 1985 


GRAND TOTAL 


GRAND SUMMARY
 

TECHNICAL EXTENSION SERVICE
 
FROM September 1982 - March 1985
 

( 31 months )
 

Total New Follow-Up 

No. of Factories Visits 


Visits Visited
 

163 138 25
 

658 529 129
 

788 589 199
 

364 91 273
 

122 20 102 


133 31 102 


120 35 85 


2,348 1,433 915 


DIB
 
Clients
 

.
 

65
 

71
 

62
 

198
 
(for 1985 only)
 



ACTIVITIES OF ALEXANDRIA BRANCH
 

DURING 1984
 

1. On Spot Visits:-
 About 400 visits - divided as follows: 

Metal Working & 
Engineering Ind. 

Plastic Ind. 

Food Processing 
Industry 

Constructional 
Industry 

Chemicals 
Papers 

Leather 

5% 
25% 

Ready-Made 
Clothes 

Wood working Industry 

2. Training Courses:-

Engineering drw-,a 

For Private sector 

For Private 
Sector 

~Argon 

Cost Analysis 

welding 

For Public 
Sector 
ABU-KIRtilizer FeiCo, 

~Production
 
kk Planning and 2
 

For private sector
 

S 



3. Other Fields:-


Heattramn
 

Planning Tooling
 

" Designs 

4. General Inciome:-


LE 8,500 - Designs 

LE 2,200 - Training (P.S) 

LE 1,000 - Heat Treatment 

LE 3,000 - Planning 

LE 14,700 

Note: Three training courses for the private sector had been
 

prepared freely.
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ENGINEERING & INDUSTRIAL DESIGN DEVELOPMENT CENTRE
 

TECHNICAL ASSISTANCE PROGRAM
 
FOR
 

SMALL AND MEDIUM SCALE INDUSTRIES 

(JULY 1982 - DECEMBER 1984) 

Metal working & Engineering 
Industry 
 4357
 

Leather lidustry
 

3.5% 
 e+Constructional
 

Indus try
Ready made clothes 18.5%
 

Food Processing
 
Industry
 

44ZChemicals 
 & electric
 
Industry
 

Plastics & Glass Industry
 

Printing & New Projects
 

Wood working Industry
 

1. ON SPOT VISITS
 



2. KIND OF OUR CLIENTS
 

DIB CLIENTS 

NO DIB CLIENTS 

53% 

3. TRAINING
 

Welding Technology
 

[Engineering
 

Drawings 
I Dies
1 _--2-anufac---rinu 

1Industrial 1 
Management 


1 00V\ / ._ °4o0 

~~0-/.. 
- _ , _i4> 
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Financial Consultations 

Spare parts 

(Manufacturing) 
Feasibility Study 

Heat treatment 

Planning (Lay-out)532 

Designs 58 

376 

551 
Marketing
Services 

Upgrading 
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PRESIDENTIAL DECREE ORGANIZING THE 

FEDERATION OF ECYPTIAN INDUSTRIES 

Published in the Official Gazette, Issue 12, May 29, 1958.
 

Article 1: Industial chambers formed h-, accordance with Law no. 21
 

of 1958 shall have a Federation of Industries with the Egyptian region.
 

Article 2: Such Federation shall handle the joint welfare of those
 

responsible for Egyptian industry and shall coordinate the functions of 

industrial chambers and industrial regional councils.
 

Article 3: The Headquarters of the Federation shall be Cairo.
 

Article 4: The Federatinn shall have a General Assembly and a Board.
 

Article 5: The General Assembly shall be formed of the following:
 

1. Representatives dlected by industrial chambers from within
 

members.
 

2. Four members representing the Miniztry of Industry.
 

Article 6: The Board shall call the General Assembly to meet in Cairo
 

during the first six months of the year, for reviewing its reports and
 

those of controllers, for the purpose of reviewing its financial statements 

for the previous year and discussing other agenda items. The Assembly may
 

have an ad hoc meeting at the request of the Board or controllers, or if
 

required by one third of its members. The Minister of Industry shall
 

also have the right to call such meetings.
 

Article 7: The call for a meeting shall be forwarded with a respective
 

agenda three days in advance of meeting.
 

Article 8: Decisions shall be effected by majority voting.
 

Article 9: The Board of the Federation shall consist of 21 members.
 

The General Assembly shall elect two thirds of members. The other
 

third shall be assigned by the Minister of Industry. Membership shall
 

be for three years, to be renewed.
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The Board Director shall be assigned by the Minister and shall
 

be from within the members. The Board Director shall summon the meetinj
 

At least one third of memebrship shall be for Egyptian nationals. QuorL
 

shall be not less than seven members including the Ministry's representc
 

The Board Director shall refer decisions to.the Minister of his Under

secretary. Decisions shall not be execuited without the Ministeris
 

approval.
 

Article 10: The Office of the Federation shall consist of the Director,
 

Manager and three members to be elected by the Board from within its
 

members by secret ballot.
 

Article 11: The Office shall summon at the request of the Director and
 

shall perform the following:
 

1. Study of issues referred to the Board and communcating with
 

responsible authorities in this connection.
 

2. Supervision of the smooth running of the Federation.
 

3. Taking decisions related to membership.
 

4. Preparation of financial statements. 

5. Undertaking all other responsibilities not within the
 

framework of the General Assembly. 

Article 12: The Board shall assign a manager who shall have the 

responsibilities referred to in Law No. 32 of 1957. 

Article 13: The Manager shall be notified by industrial chambers of 

all meetings to be summoned. Also he shall be supplied with agenda 

and decisions taken by the chambers, He shall also have the right to 

attend such meetings. 

Article 14: The Manager shall have the right to refer the above issues 

to the office which shall have the right to review chamber decisions if
 

contradicting to the public welfare and to forward a report in this con

nection to the Minister of Industry.
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Article 15: Financing of the Federation:
 

1. Membership fees.
 

2. Donations and contributions accepted by the Board.
 

3. Revenue of real estate.
 

4. Governmental contributions.
 

GENERAL RULES 

Article 16: The Minister shall have the right to dissolve the Board
 

if it contradicts Law no. 31 of 1958 and can be re-organized within
 

six months. Also it can be dissolved by at least 2/3 bote of the
 

General Assembly, after the approval of the Minister. Until the form

ation of a new Board, the Minister shall have the right to form a
 

committee of industrial businessmen to carry out functions of the
 

dissolved Board.
 

Article 17: The Ministry's representative shell ensure that the
 

Federation abide by all laws and rules and shall have the right to
 

examine the Federation's aotmts and minutes of General Assembly
 

meetings.
 

Article 18: This decree shall be issued in the Official Gazette and
 

shall come into effect on publication.
 

Issued 24 May 1958
 

GAMAL ABDEL NASSER
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PRESIDENTIAL DECREE ESTABLISHING 

INDUSTRIAL CHAMBERS 

Published in the Official Gazette - Issue No. 12 of 29 May 1958. 

Article 1: Chambers shall be formed for certain industries to be 

defined by the Minister of Industry and shall be considered public 

organizations. The Chambers may form branches within important 

industrial regions.
 

Article 2: The above Chambers shall work for the welfare of their 

members and shall represent them with public authorities. They shall
 

also assist such authorities in the development, promotion and
 

lessening the costs of production.
 

Article 3: Every industrial establishment with a capital of not less
 

than LE 50,000 and employing a min.imum of 25 workers must join the
 

respective Chamber. 

Article 4: The industrial chambers shall abide by the basic regulations
 

sanctioned by the Minister.
 

Article 5: Each Chamber shall have a Board to be formed every three 

years by ministerial decree. Two thirds of such Board shall be elected
 

by industrial establishments affiliated to the Chamber.
 

Article 6: The above members shall be elected as follows:
 

1. 	 Nominations shall be made at least two months prior to termination 

of 	Board period. Nominations shall be accepted two weeks from the 

date of notification.
 

2. 	Nominees shall submit written applications to the Federation.
 

3. 	 At the closing date of nominations, the Federation shall notify 

affiliated establishments with names of nominees and their respectiv 



organizations, as well as nationality, age of members and place
 

and timing for elections. The period between notification and 

election should not exceed fifteen days. 

4. 	 Representatives of Chamber affiliated establishments shall. meet 

at the determined time and location and elections shall be made by 

secret ballot in the attendance of a representative from the Quality 

Control Organization and the Federation. Each establishment shall 

have one representative who shall have only one vote. 

5. 	The Federatinn shall notify the Ministry of Industry of election
 

results following day at the latest. 

Article 7: Each Chamber shall have a manager to be appointed by the 

Chamber's Board. 

Article 8 : The Chamber's Board and manager shall run the operation 

of the Chamber in accordance with Law no. 32 of 1957 pertaining to 

public organizations. 

The Minister of Industry has the right to object to any decisions
 

taken by the Chambers' Boards within one week from date of issue.
 

However, decisions can be implemented by majority voting of 3/4 of
 

Board members.
 

Article 9: Decisions shall be taken by majority voting of attending
 

members.
 

Article 10: The Minister of Industry shall appoint one or more
 

representatives who shall be invited to the Chambur's Board meetings.
 

The representative shall participate indiscussions but shall not have a
 

vote indecisions. He shall have the right to review the Chamber's
 

accounts and minutes of meetings.
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Article 11: The Minister of Industry shall have the right to request
 

the Chamber to study any issue referred by him or to include any
 

agenda item falling within its specialization.
 

Article 12: Financing of the Chamber shall be as follows:
 

1. Fees collected from members.
 

2. Governmental contributions.
 

3. Donations and gifts, only to be accepted by ministerial decree.
 

4. Revenues collected from respective real estate.
 

Article 13: Membership fees shall be determined through the Chamber's
 

Board, taking into account capital and number of workers.
 

Article 14: The Chamber shall have a separate balance sheet starting
 

from the fiscal year July 1st and ending 30 June of the following year.
 

Article 15: The Chamber shall refer its statement of accounts for the
 

preceding fiscal year to the Minister for his approval.
 

Article 16: In the event of violating any rules or regulations, the
 

Minister shall have the right to dissolve the Board, and the new
 

Board shall be formed within one month from the date of dissolving
 

the preceding Board.
 

Article 17: The Chamber may terminate its functions by the approval of
 

3/5 of members, to be approved by the Minister.
 

Article 18: On final termination of Chamber's activities, all funds
 

thereof shall be transferred to the nearest similar activity chamber,
 

by ministerial decree.
 

Article 19: The name of the Chamber shall not be called on for
 

any industry not lying within industrial establishments in
 

accordance with the rules of this decree.
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Article 20: The funds of current industrial chambers shall be
 

transferred to new chambers which shall replace them with all
 

rights and obligations.
 

Article 21: The Minister of Industry shall implement this decree
 

and shall issue any necessary decisions for implementation thereof.
 

Issued 24 May 1958
 

GAMAL ABDEL NASSER
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Internal Regulations for 

Industrial Foddstuffs
 

The attached basic regulations for industrial chambers 

complement respective internal regulations. 

Industrial establishments involved in the following shall
 

be considered members of the Chamber:
 

Food conservation, dairy production, cigarettes and tobacco, dis

tillery, sugar and confection, beverages, refrigeration and
 

cooling, oil industry and respective by-products.
 

The Chamber shall have a special register of membership 

including the following data related to each industrial establishment:
 

(capital, labor, production capacity, etc.)
 

Enrollment in or amendment of the register shall be effected 

by a written request from the establishment. The Board of the Chamber 

shall decide membership on the basis of labor or capital criteria.
 

Where an establishment shall be unable to pay membership fees, 

itmay request the Board Director for decrease or exemption thereof 

accompanied by justifications and related documents. Fees shall be 

collected during the months of July, August and September. 

FOFMRATION OF THE OFFICE 

The Office shall be formed of the following: Board Director 

his deputy, in addition to members not less than thre and not
 

exceeding five, as well as the Chamber's director. The period
 

shall be the same as that of the Board.
 

8
 



The Chamber's Board shall decide, on the basis of its studies,
 

the formation of one or more divisions to study issues and problems
 

related to any industry devoid of specialization or integrity. Such
 

division shall study problems related to industries which it
 

represents as well as other issues referred by the Board.
 

The Secretary of the division shall notify the Chamber's
 

Director, within two days, of decisions taken, who in turn shall
 

refer such decisions to the Board in its first meeting for review.
 

The Board shall have the right to approve decisions or request
 

review thereof.
 

Formation of Sub-Committees
 

The Board shall have the right, to form from within its
 

members, ad hoc or permanent committees for the study or follow
 

up of any pressing issue.
 

Penalties
 

The Board shall have the right to form a committee to
 

investigate any matters related to a Board member or any official
 

responsible for an industrial establishmnnt and being a member of
 

the Chamber.
 

The Board shall have the right to effect the following
 

penalties:
 

1. Warning
 

2. Reproach
 

3. Deprivation of membership rights.
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EXECUTIVE 
 SUMMARY
 

As a special task in an on-going world wide contract with USAID, 
Partnership for Productivity/International provides this report on the 
prospects for the improvement of the small and medium private business 
sector in the Arab Republic of Egypt. Sponsored by USAID in Cairo, the 
objective of the study is to demonstrate appropriate improvements to 
the support capabilities of the Federation of Egyptian Industries and 
in other ways to suggest specific and action-oriented mechanisms for
 
service delivery to SMEs.
 

Our conclusions, borne out by 36 case studies, are that: 

1. The SME sector is considerably underserved by existing public 
and private institutions. 

2. 	 Both public and private institutions have the will to increase 
services but not necessarily the means. 

3. For information and services to be credible to and accepted by
 
SMEs, they must originate from institutions which are credible 
and non-threatening to SMEs. 

4. 	What is missing from this scenario is a fabric for intra- and 
inter-organizational cimmunic-, ion. 

The study recommends a general E ugy to formalize a network of 
existing public and private institutions as a coordinating body that 
provides services to small- and nedium-size businesses and to add to 
their institutional capacities or create new mechanisms as necessary to 
fill the gap in needed services to SMEs. The key services that need to 
be strengthened within these institutions, cooriinated among these 
institutions, and/or created are: 
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1. Information and ccMrumication services; 
2. Extension services; 
3. Credit and financial assistance; 
4. Policy dialogue; 

5. Technical assistance; 
6. Vocational trainincr; and 
7. Special economic activity. 

Each service should be pilot tested for the first 6 - 12 months
 
prior to institutional and programmatic commitments 
over the proposed
five-year program. At the end of five years, the coordinating body
 
should be financially independent of USAID, 
 have assisted 60% of the
 
TlEs, have facilitated an average of 5% growth of their fixed a-sets 
or 
LE 46,851,000, and cost approximately $2,613,000 in US currency and 
$4,560,000 in Egyptian currency. 

This study was coordinated by the Office of Industrial Resources,
 
USAID/Cairo, and conducted in the spring of 1985. It represents the 
efforts of a five person team (a total of 34 person-weecs), and 
included the participation of Project Sustain in addition to PfP/I
personnel and consultants. To arrive at the prospects for Egypt's 
small and medium private business sector, PfP/I both reviewed existing 
studies and conducted its own field work. PfP/I conducted 36 in-depth 
case studies, ainterviewed host of organizations involved with 
supporting the small business sector, and conducted a pre-feasibility 
assessment of demand for services and analysis of appropriate 
strategies to assist the SME sector. The results of this study are 
presented in three volumes: 

Volume 1 - Case Studies 

Volume 2 - Research Findings Analysis 
Volume 3 - Alternatives and Recommendations 
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I. INTRDUCrION 

Having identified a range of problems and their solutions in
 
Volumes 1 and 2, in we
this volume will identify and discuss 
implementation alter-natives. One thing is clear: no single 
institution, even witll improveents, can alone implement and manage all
 
elements of a ccprehersive SME development and supoort program.
 

Ther-fore, & cooperation of existing institutions, perhaps with
 
improvements, will be needed. Regardless of how this is done, close
 
coordination amng the participating institutions will be required. At
 
this point without defining institutional arrangements, we posit the
 
need for a coordinating body to facilitate the discussion and decision
making needed to achieve this inter-institutional cooperation. We will 
use the term "coordinating body" in the following section, and we will
 
discuss alternatives for its establishment and institutionalization 
near
 
the end of this volume.
 

For similar reasons, we will posit the need for an information/
 
communication network, 
 or ICN, to provide needed information handling
 
services. 
 The function of the ICN will be discussed below in the ICN
 
sub-section. 
 The establishment and institutionalization of the ICN will
 
also be deferred until the end of this volume, 
 except that we will 
;ssume for the sake of discussion that ICN policy and services will be 
defined by the coordinating body. 

Volume 1 contains case studLies of 36 businesses selected for the 
PfP study team by the Federation of Egyptian Industries. Volume 2 
contains an analysis of these findings, what institutions serve the SME 
sector, what services are needed to improve their development, and 
suggestions favoring the improvement of the FEI's information 
capability. This third volume contains reconendations and 
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alternatives to improve the ability of existing institutions through 
networking their resources. 

A. T-1IF STATa4ENT OF THE PROBUS 

Very specific problems on a case-by-case basis were discussed in 
Volumne 1. These were detailed by industry in Volume 2, II.C.2. The 
following lists generic problems in Egypt that any strategy must address 
in order to improve the performance of SMEs. 

1. 	 There is no private sector developent strategy and coherentpolicy of the GOE targeted specifically for small businesses. 

2. 	 There is no central location to get market and supply

information useful to the sector.
 

3. 	 There is no predictable mechanism for small business to voice
its needs to the highest levels of government. 

4. 	 The private sector does not have its own SME development 
program. 

5. 	 ME assistance efforts are fragmented and understaffed; hence,
they do not provide the field contact sufficient to transfer
business skills and to expedite red tape. 

6. 	 There is a general mistrust of the accuracy of information;
hence, SMEs do 	not know how to plan for future markets. 

7. 	 The private sector lacks trade or industry associations such as 
garment or food processors' associations. 

8. 	 SMEs are not organized to pool their production that would allow
them to tap new markets, or to pool their orders to obtain 
better unit costs. 

9. There is little vocational training specifically tailored to SME 
labor needs. 
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B. COSTS ASSOCITED WI THESE PROMBWS 

1. It is generally acknowledged that a positive business
 
environment will accelerate 
economic growth in all sectors. A key

characteristic or indicator of a positive 
 business environment is the 
existence of government's private sector develoent strategy and 
coherent policy specifically tai-getd towards maller businesses. To
 
the degree that such a strategy and policy is not in 
 place, potential
 
growth is less likely to occur.
 

For example, several case studies in the ready-made garment 
ccmpanies revealed that government regulations prevent export contracts
 
and the loss of foreign exchange earnings. One company (Case Study #32)
needed to import a specific quality of material in order to meet export
standards. The material could not be imported as a similar, but not
 
correct, material was. being produced 
or was planned for production by a 
public company; as a result, the contract was lost. 

Other case studies doc=mented the fear of hiring and firing 
employees, making the business inefficient and more costly to run (Case
Study #3, 5, 29). Owners explained that firing someone can lead to a 
court case that could drag on for several months or years. So why hire 
when you can't fire? 

Some case studies revealed that considerable time and money are 
lost in applying and reapplying every three months for import licenses 
for each item purchased (Case Study #5, 7, 16, 19, 35). 
 These are
 
examples of costs associated with not having a positive business 
environment backed up by a private sector development strategy and 
consistent government policies. 
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2. One of the principal reasons businesses fail is the lack of
 
appropriate market information. Currently, businesses plan based 
on
 
guesswork ar ztmors. Institutions surveyed and businesses 
interviewed 
see the establirIment of a marketing information center as the first
 
step in 
 an effective program for SME development. The lack of such a
 
center translates into business failures, 
 slow growth, unmployment, and 
loss of foreign exchange. Supply information is also lacking. As a 
result, unit costs of production are higher than they need to be. Small 
businesses lose potential sales to larger .Businesses and larger 
businesses in turn buy supplies from overseas thus raising their selling 
price and using up foreign exchange. 

3. Without a voice in goverment, entrepreneurs are discouraged
 
from investing in new businesses and expanding into new product lines;
 
many SMEs feel that the business environment will not improve. Others 
siply migrate, draining the economy of the very brains necessary for 
growth. 

4. Egypt's Open Door Policy and USAID's focus on the private sector 
is a direct recognition of the role of private business in the economic 
development of Egypt. Ironically, Fxyptian private sector organizations 
do not feel they are managing their sector's development since donor 
funds, includinq USAID's, have historically been channelled through 
government ministries and parastatals, instead of directly to the 
private sector. This sentiment is so strong that a group of private 
sector leaders travelled with President Mubarak to Washington, D.C., in 
March 1985, to meet with congressmen about direct aid to private sector 
insti&-T- ns. Expanding parastatal programs will not give the private 
sector a sense of ownership of their own development. Without this 
sense of ownership, their best efforts may not be forthcoming to fully 
play their role in the further development of Egypt. 
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5. The lack of close coordination of limited assistance to SMEs
 
misses the synergy that is 
 critical to strategic economic development. 
During the institutional surveys, the study team often found themselves 
in the position of up-dating institutions on other institutions,
 
capabilities. 
 Without such stzt tegic coordination, independent efforts 
cost more and are less effective. Since the existent efforts are
 
understaffed, they tend to work in 
 a responsive mode rather than
 
strategically proactive. Additionally, they cannot spend the time to
 
provide the necessciry field presence to identify and transfer the 
lacking business skills or simply help expedite problems with red tape. 
Hence, appropriate knowledge may not get to enough people to stimulate 
dynamic movement within the SEE sector. 

6. The perception of the majority of businesses interviewed is that 
available information is not trustworthy and useful, and hence is a cost 
to economic growth since people will not invest to expand production and 
employment. Businesses relying on rumor may lose money and, hence,
 
enthusiasm to grow into new 
areas. This can give rise to an
 
understandable tendency to simply copy what is 
 selling, thereby cutting 
market share into smaller and smaller fragments. 

7. Without private sector trade or industry associations, it is 
more difficult to organize appropriate quality control, marketing, 
management and labor relations courses specifically tailored to SMEs. 
This problem has economic costs in terms of lower productivity due to 
poor labor relations, and loss of foreign exchange due to poor quality 
control and marketing intelligence. 

8. The lack of organization of SMEs to pool production for greater 
market access and to make larger supply orders translates into fewer 
sales and higher unit costs. Export mrkets tend to buy larger volumes 
of single order products. Small businesses acting alone cannot gain 
such market access, causing a loss in potential foreign exchange 
earnings--well documented in the Howe Report. 
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9. 	 The lack of appropriately trained labor was a repeated complaint
of the SMEs interviewed during the case study period. The existing
vocational education system is geared more for the larger public sector 
businesses than for the smaller private SMEs. This lack is a cost to
 
business productivity and the manager's time for training.
 

Althlough it is beyond the scope of this contract to quantify the 
financial cost of these problems to the Egyptian economy, it is clear
 
that lower productivity, lost contracts 
 for export, unwillingness to 
grow and invest due to uncertainty of market intelligence, lost time of 
management in getting information, training employees, handling 
government regulations, fear to hire and fire, lost opportunities for 
small businesses to soupply larger businesses, higher per unit costs of 
supply, slower growth, Ihigher sales prices, loss of foreign excJange, 
and damened entrepreneurial spirit translates into less incom-, and 
fewer jobs for Egyptians. 

C. OBJECIVES 

A program to affect these problems and their associated costs 
should include at 	least the following objectives: 

1. 	 Improved productivity and profitability of private sector firms, 
as well as employment-generation and exports; 

2. 	 Expansion of the private sector; 
3. 	 Strengthening of the groups that service this sector; and 
4. 	 Strengthening the linkages among these groups so that individual 

firms and tl'e private sector more generally may call a wellon 
ai ciculated network of diverse services and groups within it 
having specialized capabilities to help firms and also represent 
their interests. 
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D. GENERAL STRATEGY
 

The general strategy is to formalize a network of existing public
 
and private institutions that provide services 
to small- and medium-size 
businesses and to add to their institutional capacities or create new 
mechanisms as necessary to fill the gap in needed services to SMEs. The 
key services that need to be strengthened within these institutions, 
coordinated amcng these institutions and/or created are: 

1. Information and ccmmunicaticn services; 
2. Extension services;
 
3. credit/financial assistance; 

4. Policy dialogue; 
5. Technical assistance; 
6. Vocational training; and 
7. Special economic activity. 

The current status of surveyed institutions providing these 
services is shown in the following chart. As stated in the introduction 
to this volume, no single institution acting alone is providing the 
range of services required by SMEs.
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PROVISION OF SERVICE TO SME'S 

INSTITUTION 

Federation of 

Industries 

Egyptian 

SECTOR 

PUB 

INFORMATION/ 

COMMUNICATIONS 

P 

EXTENSION 

N 

CREDIT/ 

FINANCIAL 

N 

POLICY 

DIALOGUE 

P 

TECHNICAL 

ASSISTANCE 

P 

VOC 

ED 

N 

SPECIAL E 

ACTIVIT 

N 

American Chamber of 

Commerce in Egypt 

I PVT P N N P N N 

Development 

Bank 

Industrial PUB P P P P N N 

Egyatian-American 

Bank 

PVT N N P N N N 

Egyptian Businessmn's 

Association 

PVT P N N P N N 

Egyotian Chamber 

of Commerce 

PUB P N N P N N 

Egyptian Export 

promotion Center 

PUB P P P P P N 

EIn Shams University 

Faculty of Agriculture I 

PUB N N N N P N 

Engineering & Industrial 

Design Center 

PUB P p P P P N 

General Organization 

;or Industrialization 

PUB P N N N N N 

Ministry of Agriculture PUB P P P P P N N 
Nasser Bank PUB N N P N N N p 
Productivity & Vocational 

Training Dept. 

PUB N N N N P P N 

Textile Development 

Zenter 

PUB P N N N P P N 
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In order to provide a vehicle whereby existing public and private 
sector institutions can meet these needs, a central coordinating body 
should be identified or created to actively and strategically pool
 
resources so that SMEs can 
obtain information and appropriate 
knowledge. Some of this information can only come from established 
institutions, while some of this information can only be generated by 
extension officers working location to assist SMEs.on Regardless of 
its sourc-, all of this information must be digested and interpreted to 
beconit appropriate knowledge which can then be directly assimilated and 
directly applied by the SMEs. Hence, the information system and
 
extension service 
are necessarily and vitally interdependent. 

Expansion of credit and financial assistance will be more 
successful with the field presence of extension officers backed up by 
the information system. 

Since the Egyptian business environment is still in the transition 
from a predominantly public economy to a private one, a policy dialogue 
must be a central link in any strategy to improve SME growth. This 
policy dialogue can if itbe well served has the benefit of an on-going 
field presence and information analysis capability. 

The coordinating body, with the aid of the information system and 
extension officers, shculd create a picture of current technical 
assistance and vocational training programs, identify the gaps, and in 
concert with the relevant institutions, develop and implement as 
necessary new activities to fill these gaps. 

In the same spirit of managing the gap between existing programs 
and needs of SMEs, conditions and opportunities may arise that will 
require special economic activities not anticipated by the first six 
elements of the general strategy. For example, the information system 
with its international cm'r-nication capabilities may identify a new 
market opportunity in Europe that could only be met by amassing the 
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production of a number of smaller producers. The coordinating body 
should have the flexibility to create an ad hoc buying coop or some 
other mechanism to buy from SMEs and sell to that European market. Or 
it might facilitate the creation of a food processors' association or 
trade association for the smaller garment producers. One special 
economic activity the coordinating body should take on is the economic 
analysis, via its information system, necessary for che design of an 
overall private sector strategy with periodic revisions. 

Chapter II discusses each of these seven design elements in greater 
detail. 
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II. ELEMENTS OF DESIGN2 

A. lORMATION/COMMUNICATION SERVICES 

1. Introduction 

We will assume for the purposes of completing this section that, 
regardless of what organizational and institutional alternatives are 
selected for the implementation of the recmmrzations of this report, 
programs for the othmr seven design elements mentioned in chapter II 
will be adopted in one form or another, and that the principal 
institutions, public and private, who are or Ehould be involved in SME 
support and development, will agree to form some sort of cooperative
 
arrangement with respect 
to sharing information which can be used to 
assist SME development. 

Given those assumptions, in this section we will describe and 
justify the key elements and functions of a hypothetical infoniation and 
communication network, or ICI as we shall call it herein, which would be 
needed to support the proposed design elear'nt programs and institutional 
cooperation in effect' ,,ly delivering information-related services to 
the SMEs. Even though it is hypothetical, we will provide estimates of 
resources required to establish and operate such an I07. If the program 
described herein is adopted, this information can serve a model foras 
the detailed systems analysis and costing which should precede its 
implementation. 

In our experience, for information and communication systems to 
survive as useful and active components of an ongoing service--in this 
case, SME support and development-selection of the institutional 
arrangements is at least as important as the systems themselves. 
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Therefore it is not practical at this time to provide a final system 
design and costing for the ICN. Hopefully this section will influence 
decision-making in a positive way, in which case much of what follows 
may be directly applicable. But the preparation of a detailed working 
plan and implementation schedule must follow the aetermination of the 
institutional arrangements for the ICN. 

As acknowledged by this and previous reports on the small business 
sector in Egypt, little information exists on the actual number of SMEs 
by type of industry, their average employment figures, production 
volumes, etc., again broken down by type of industry. A.D. Little
 
estimated that by 1985, 
 8,000 Egyptian SEs, employing between 10-200
 
workers, would be in existence. 
 This figure excludes the thousands of
 
firms employing fewer than 10 workers which in two 
governates alone, MEU 
(4/84) estimated at over 94,000 establishments. The lack of complete 
information on and about SMEs renders it difficult to -osit the economic 
benefit argument for the creation of the system outlined herein. But a 
working hypothesis might at least illuminate the question we are
 
raising. Let us say for argument's sake that there are 10,000 SME
 
establishments 
 in the A. R. E., with an average annual gross sales of LE 
100,000. 
And let us conservatively estimate that implementation of the 
recommendations of this report would result in an improvement of at 
least one per cent in the gross national SMEs sales totals, or LE 
10,000,000. If a nominal ten percent of that figure were to be spent on 
information and communicati:ns systems, a 
budget of LE 1,000,000 per
 
annum would result. As will be seen later, the systems discussed herein 
should be able to be implemented for considerably less than that amount. 

2. Oranization of the Network 

In order to describe the ICN's functionality we must have some 
understanding of its organization, architecture, and basic service 
offerings. Such networks function like the telephone or postal systems, 
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in that there is a "network host" such as the telephone exchange or post 
office. The host maintains close contact with its users, picking up and
 
delivering messages, and in other ways staying in touch with the people
 
it is serving.
 

The ICN host will include one or more micro-camputers for the 
input, processing, storage and retrieval, output and transmission of 
information. The ICN host will have connections to telephone, data 
communications and conventional postal facilities to make it the lcgical 
central exchange point, or clearinghouse, for the SME support and 
development program.
 

Each individual who is closely aasociated with the ICN will have 
access to its computers and information resources. "Mail" will be able 
to be sent over electronic pathways. 
To the extent that a participating
 
institution wishes, a compatible micro-computer can be installed in the 
offices of the institution, and can join and be an active member of the
 
network. Larger SMEs may eventually have their own micro-conputers, but 
in the near term, a hum-an network of extension officers, each with 
access to the computer/communications system, will be assumed to be the 
initial gathering mechanism for information requests, as well as the 
means for interpreting and delivering the response. 

Key utilities that would be available to all users of the system
 
will include:
 

" word processing and documentation preparation tools;
 
" 
a spread sheet program for financial modeling;
 
" telecommunications software to enable the compute-to-,xmputer 

links; and
 
" at the host site, a local electronic mail facility and 

electronic 'bulletin board' system to facilitate communications
 
among staff, institutions and ICN users.
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Bxternal services should be available, such as: 

" access to a global electronic mail system, to reach people in 
other countries (telex is just a special form of global 
electronic mail) ;
 

" access to commercial 
 data bases in major industrialized nations 
to get answers to technical and comdity questions; and 

" to the extent appropriate and permissible, access to the public 
portions of participating institutions' data bases. 

Special computrized files of information, called data bases, will 
be available to all those closely associated with the ICN to faciitat 
their work. These include: 

"S Es data base, including membership data, mailing list 
management ccaloponents, and the means for providing control and 
cmnpensation for provided services; 

* Resources data base, including detailed descriptions of the 
services offered by participating institutions, individual 
experts, and ot2_r resources outside Egypt, such as raw material 
sources, equipment manufacturers and foreign trade buyers for 
export products; 

" Marketinq data base, into which is accumulated statistics on the 
products of the SMEs, the markets into which they are selling, 
buyer preferences, market performance, supply vs. demand data, 
demand forecasting baseline data, etc. (because of its nature, 
some of this information would not be computerized, at least at 
first) ; ard 

Project trackin system, to assure fulfillment of SME requests 
for assistance or information, and to provide a long-term track 
record of the kinds of services actually being requested, and 
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the clients' report and perception of the quality of the 
response and the end result. 

While the foregoing description of ICN service offerings may raise 
questions, it is provided at this point to guide the following 
discussion. Later in this section we will address the means of 
providing the capabilities described above. 

3. 	 Information Services Functions 

The list of information-oriented services provided at the end of 
Chapter V in Volume 2 is the point of departure for definition of the 
functionality of the ICM. To describe how the ICN might support the 
other programs, below we 	 toprovide a number of service scenarios 
illustrate how some of the information categories would be used, and 
with the support of relevant technology. 

SSME asks extension officer (Eo) to identify and conduct a 
dialogue on behalf of SME with prospective foreign investors; 
the EO uses global electronic mail, and registers the request 
withi the project tracking system. 

" 	 While visiting various locations f:) other purposes, EO gathers 
information on specific classes of SMEs, and adds it via his 
computer to the SME data base; special report-writing prograri.s 
are used to e'tract reports on business activity, average 
prices, volume of specific kinds of goods, etc. on demand as 
marketing intelligence reports. 

" 	 Staff members of participating institutions use SME marketing 
information data base retrieval to produce statistics for 
publication in nesletter for their own members. 
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Economic analysis for businesses applying for financial 
assistance; EQ uses spread sheet for analysis, and eventually 
electronic rail for conmunications with financial institution; 
statistics on past performance on loan payback from this class 
of businesses ma3 be drawn from the ICN data base to buttress 
the SME's case. 

A cohort group of retail outlets is identified by extension 
officers, and through use of the mailing list system, they 
arrange to keep each other in touch with opportunities for group 
buying and advertising. 

Participating institutions such as the FEI, EEPC, and EIDDC use 
local electronic mail to coordinate co plementary service 
offerings, by exchange of agenda for an upccming co-sponsored 
business development seminar. 

" Low cost agencies for facilitation of SME exports to major 
trading countries are selected and maintained thlrough global 
computer conferencing and electronic :nail services. 

" Technical assistance experts are identified and recruited via 
the same international computer cnmnmnications services. 

" An EQ working with a SME on a government red tape problem while 
on an extended field trip uses electronic mail to send an 
outline of the problem back to ICN location; word processing is 
used to produce letter to government agency the same day. 
Annotated and cross-referenced industry-specific listings of 
resources offered by participating institutions to SMEs are
 
automatically produced, with support from the data base
 
management, report writing and word processing facilities. 
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On-demand facility to produce tailor-made listings of businesses 
by industry, product, volume, and so forth, to meet export 
opportunities, using data base management and word processing 
facilities.
 

The pattern of most of tnese services is to draw upon existing 
resources in the first instance. There. is no need to assemble in one 
place all the richness of the information presently gathered and updated 
by existing institutions. Modern computer network technology can allow 
the institutions or entities which are responsible for the information 
to share the public portion of their resources, under their control, 
with EOs and other personnel closely associated with the ICN who are
 
working directly with the SMEs. 
 In this way, the ICN should be looked
 
upon, by the participating institutions, 
as just another way for them to 
market and deliver their own services. 

As a special case of the general philosophy of our recomnendations, 
should one of the participating institutions come to feel that it would 
prefer to offer an ICN service directly, it should take the provision of 
the service over from the ICN, with Lne ICN's active assistance. Such 
moves should of course be subject to the consensus of all the
 
institutions involved.
 

One of the application programs mentioned in the preceding section 
bears special attention--the case tracking system. To assure improved 
coverage of the target SME constituency and to minimize gaps and 
overlaps, it will be necessary to define and implement a program which 
will create an incentive (economic or otherwise) for each participating 
institution to register its cases towith the ICN, and for the ICN 
report progress and SME response and ments to the affectedc 
institutions. Not only will this meet the project management and 
quality assurance needs discussed previously, but also, over time, it 
will provide a powerful source of actual experience statistics, with 
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which the ICN and each participating institution can re-optimize their 
service offerings. 

4. ICN Resource Requirements and Timing 

The cost of ICN implerentation could be broken down and staged over 
a period of time, but the follcwing describes a system which could have 
operational components within three months of program operation, and
 
which would have a useful life (i.e., no major system additions or
 
architectural 
changes) of at least three to five years, depending on its 
success and the degree to which participating institutions absorb Im' 
functions. During the first phase of program implementation, the 
planners should determine the exact order and timing of implementation, 
according to priorities and circumstances at that time. 

These cost estimates do not include normal operating staff, which
 
are 
assumed to be drawn from existing staff resources. The program as a 
whole does not seek to eliminate any positions whatsoever. If there are 
any savings obtained through automation, the human resources released 
should of course be redirrxted into some other task in support of the 
delivery of services tc the under-served SME sector. 

There is a growing body of micro-computer hardware and software 
components and their documentation which caters to the Arabic-speaking 
world. One important goal of this program would be to use such 
equipment and software wherever practicable, so that communications to 
and from the ICN would be in Arabic, and so that translations between 
Arabic and other languages, especially English, would be relatively 
easy. This subject was discussed previously with a specific application 
in mind, in the recommendations for improvements of the Federation 
Yearbook. 
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The first cost element to be considered is the initial detailed
 
systens analysis, planning, scheduling and costing function. In this
 
planning-type step, as well as the others, it 
 is assumed that a senior
 
consultant from an industrialized nation will direct the effort, 
but 
that he will identify and assist in the selection of Egyptian nationals 
who can accomplish much of the implementation. This phase would require 
about two months of calendar time. The estimated cost of this design 
phase is:
 

Project planning, consulting services, including 
travel and expenses ............. 
 . . . . . $ 15,000 

The imitial computer hardware configuration for the ICN host 
facility should include a 3arge-size PC-type business camputer such as 
the IBM PC/AT or the AT&T 7300, plus two conventionally-configured PCs, 
tcgether with a large shared central disc storage device on the order of 
50-100 millicn characters. The configuration should include fast, 
letter-quality and draft printers, a local area network to allow the 
computers to share common resources, and telecommunications coupling 
devices. Such a configuration as is described below could be procured, 
installed and be in operation for at least word processing and 
electronic mail functions within three months. Training and the 
building of initial data bases would require another year. The hardware 
cost would be: 
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Large PC, 3MB, color monitor $ 5,000 
Hard disc drive, 70 ME, with backup 6,000 
Networking hardware, for two other micros 1,000 
Camnications equipment, incl. noise

insensitive 10,000 bit/sec modem 1,500 
Printer, fast letter quality, with sheet feeder 3,500 
Two more PCs, 384KB, networking hardware, fast
 

dot matrix printer, at $3500 each 
 7,000
 
Mountings, cables, cabinets, tables, initial
 

spares and supplies for the above 
 4,000 

Hardware Total $ 28,000 
Maintenance and supplies, one year 56 

Grand total, ICN host equipment and supplies $ 33,600 

The comr-uter programs required for the ICN host systems to produce 
the basic functional capabilities discussed previously are esthnated as 
follows: 

Word processing (3 copies) $ 1,000 
Spread sheet/planner package (2 copies) 1,500 
Telecamuications program (3 copies) 600 
Local electronic mail management program 1,000 
Bulletin board system software 
 1,000
 

To this list should be added basic tools, such as: 

Operating systems (3copies) 
 300 
DES programning system/report writer 1,50 

Total, software: 
 $ 6,900
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Same custom programming would be required to implement the four 
special data bases, including definition of each data base, building the 
initial data base creation programs, writing the maintenance procedures 
needed to keep the information up to date, and producing standard and 
special report-writing programs and documenting the resulting 
applications systems. Each system would require about three months for 
the development of the initial version, but some of the work could be
 
done in parallel. 
 All four should be able to be done during a six-month 
period. 

While the implementation of each of the four special data bases and 
their initial report programs is an option, each would require 
considerable resources, and additional explanation and justification is
 
required. The estimates given for each of the four cover 
the following
 
steps:
 

Definition: through interviews with users of the proposed reports 
and with those from whom data would be gathered, produce a written prose 
specification of purpose, input, process, and citput, and the goal to be 
accomplished by creation, maintenance, and reporting from the proposed 
data base. Obtain concurrence from program sponsors and management as 
to the acceptance of this definition of the job. 

Analysis: produce a detailed proceduze for doing the job, including 
data definition/description, input formats, data base format and 
indexing, data entry and updating procedures, all basic report 
definition including process, ordering and formats. Tentatively select 
a data base management and reporting package suitable for implementation 
of the programs. Using this analysis as guide, aa gather small number 
of hypothetical test data base inputs which would represent the kinds of 
information to be processed, and use them to derive sample reports, 
procedures, etc. Show these results to management, re,ise as needed; 
reiterate until design is approved. 
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Initial implementation: Using the select(-! computer and programmer 
tools, hplement first the data acquisition program; produce first-draft 
specifications for data gathering; gather a representative sample of the 
actual data (say, 2 to 5%) and enter it into the data base; commence
 
implementation of the initial retrieval and reporting programis, 
 and
 
exercise then against the growing data base. 
 Show intermediate results 
to management, and revise programs ard procedures against management 
feedback and initial system experience. 

The costs given below for each of the four data base implemen
tations covers the following resources required for each of the above
 
steps: local progralmners and technicians to perform most of the
 
implementation and the routine work, 
 senior visiting consulting services 
during the definitional stage, and the travel and lodging for same.
 
Except for the initial sample data base creation described, the figure
 
below does not include the research time to create and keystroke the
 
bulk of the information to be entered into the data base. 
 The volumes
 
involved are impossible to estimate at this juncture, 
 and represent a 
cost displaced from elsewhere in any event. We estimate an initial 
development requirement for systems for the four data bases mentioned 
previously-SMEs, Resources, Ma-keting, and Project tracking. A rough 
estimate on the cost of each would be $20,000, for a total of: 
$ 80,000
 

Each institution wishing to participate in the network and which 
did not have compatible computer hardware and software would require a 
beginning kit consisting of a compatible personal computer, basic 
software, basic telecomunication capability, word processing software, 
and a basic printer, plus installation and training. However, reports 
on demand could be produced by the ICN and delivered to institutions 
without compatible equipment. The procurement, installation and 
training for each one should require less than a month, and this work 
can be done in tandem with other activities. We will assume that there 
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will be ten institutions (such as FEI chambers) requiring such a setup, 
at an average cost of $10,000 each: 

$100,000
 

Finally, there will be a need for external services such as 
training, seminars, conferences, international electronic mail, telex 
service access, the cost of access to commercial data bases, and 
maintenance, license and royalty fees which may be associated with the 
use of proprietary data bases maintained by participating institutions. 
Supplies, information services and reference tools not included in the 
individual program costs given above are also included here. The total 
for these miscellaneous factors will depend in part on level of usage, 
but for the first year or two, the total should be under $ 50,000 per 
year. 

Recapping all of the developmental costs detailed above: 

Project planning $ 15,000 
ICN host equipment and supplies 33,600 
ICN host software 6,900
 
Customized programs, 4 at $20,000 
 80,000
 
10 Institutional computers and communications
 
facilities, at $10,000 each 
 100,000
 

Subtotal 
 235,500
 

Add one year for miscellaneous, as above 47,100 

GRAND TOTAL, First year operation: 
 $282,600
 

-23

'V) 



In the foregoing, we have provided a first look at the costing for 
the proposed ICN, including software, installation and training 
requirements. In the following sections we will illustrate the use of 
these facilities in support of other design elements of the prc-osed 
program of improvements to the support and development of SMEs. 
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B. EXTENSION SERVICE 

The Information and Communications Network (ICN) just described is 
unlikely to have the desired impact on SMEs without an extension
 
service. The extension service must interpret the business needs and
 
resources to the information system and initerpret the information to the 
SMEs in their places of business. As was stated earlier in this volume, 
some of the information necessary for the ICN can only be generated by
 
extension personnel working 
on location to assist businesses.
 
Entrepreneurs are not interested in information per se, but in
 
appropriate knowledge immediately applicable to their felt needs. The
 
use of extension officers appears 
to be the most effective method to
 
accamplish this objective.
 

The Extension Officers (EOs) must be highly motivated, willing to 
work 90% of their time in the field, and able to get along with many 
different personalities and social settings. They will be part 
diplomat, teacher, information "gofer," and "street smart" with their 
business skills. 

Although there is a great temptation to select college graduates in 
businesses, these tend not to be as effective as former school teachers 
who seek a bigger challenge to help develop their country. This has 
been demonstrated in evaluations of such business advisory services in 
over 15 countries in Africa, Asia and Latin America in terms of client 
grow-th, repayment of loans, and size of client portfolio. This does not 
mean that business graduates should not be chosen, but 'hat the 
selection process should not eliminate those that do not possess a 
business background. The skills needed to diagnose and treat businesses 
as well as to help start up businesses can be acquired in their training 
program. 
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The EOs will not only provide the basis of appropriate knowledge 
for the proposed ICN, but could participate in the supervised credit 
program, with cooperating financial institutions, as described in the 
credit and financial assistance element in this chapter. Initially, it 
is recamnended that approximately 10 EOs are attached to the ICN, in 
addition to the field staff at EIDDC. 

The scope of work for the EO is that of an all purpose business
 
consultant who is 
 the SME 's link to development resources and the
 
network of institutions' 
 link to the SMEs. The E~s diagnose both the 
skills of the entrepreneur as well as the entrepreneur's business 
prospects. On one-to-onea basis, EOs help the SME develop a business 
plan and teach the skills that are lacking from basic bookkeeping to
 
general management. When the business plan is 
 ccmplete and the basic
 
skills to run the business are mastered, then the EO would assist the
 
entrepreneur to prepare 
a loan application, if it seems that increased 
capital is necessary for growth and the market is proven. 

When possible, the EOs should organize group training sessions for 
SMEs' common problems, such as how to keep records or carry out market 
research. The EO is likely to average one hour per visit with 4 to 5 
businesses per day. Some would be visited once per week, while others 
once per month. An EO would work with an average portfolio of 80-100 
clients and that portfolio shov'd turn over every three to six months. 
Hence, an EO should be expecteu to work on a personal basis with 200 to 
400 businesses per year. With 10 EOs that would amount to 2,000 to 
4,000 businesses personally assisted. 

As the hands and feet of the coordinating body's general strategy, 
EOs will also carry out special economic activities such as organizing 
group marketing, trade associations, and technical assistance. That 
will put them in contact with a higher number of SMEs than those only in 
their active client portfolio. 

-26

( 



In contrast to the description of the EOs' scope of work as 
described above, the EIDDC extension program tends to be more oriented 
towards engineering and business problem-solving and less oriented 
towards business information services. As discussed in the 
Institutional Survey Section in Voli.e 2, the EIDDC has a Small Scale 
Industry (SSI) extension program with 7 officers in Cairo and 3 in 
Alexandria backed up by 5 irndmtrial management personnel along with the 
other resources of the EIDDC. 

We found that the work of the SSI was asevaluated effective by 
several of the businesses surveyed in the case study analyses. They are 
in a position to begin to develop the kind of appropriate knowledge 
required to assist business developrent; however, up-grading and 
expansion seems needed to meet a growing demand for extension services. 

The EIDDC is not involved in creating businesses, tends to be more 
problem-solving oriented rather than general growth management-oriented 
with periodic visits, and is partially involved in supervised credit 
with the DIB. 

We see the two extension staffs working in a complementary 
fashion. Joint training sessions would help accomplish this objective. 
But it may not be wise to put all the private sector extension eggs in 
one EIDDC basket, even though EIDDC appears to be doing effective work. 

We understand that the SSI program of EIDDC would like an 
additional $4-5 million to expand their operations. They would like one 
expatriate extension advisor and another for management assistance for 
three years, extra funds for international short-term consultants as 
well as local short-term technical assistance, an information systems 
expert, overseas fellowships, and sufficient vehicles and office 
equipment to expand to two new locations. 
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Since the ICN is based on cooperation among existing institutions, 
it can only benefit from such expansion of EIDDC's capabilities. If an 
expansion of EIDDC can demonstrate to the private sector that SME 
extension needs are being met, then at the end of the trial period or 
sometime thereafter, the ICN's EOs could be folded into EIDDC and/or a 
conbination of financial institutions. At this point, that does not 
seem likely as there are specific information analysis needs of the ICN 
that might be unwise to completely leave to another organization. 

Nevertheless, the Extension Service of the proposed Coordinating
 
Body's ICN should be 
seen as a pilot project to be assessed at the end 
of the. trial period. It should work with a range of businesses to test 
what is the optimum deployment and clientele that is the most 
developmental and cost effective. 

Dr. Gary Howe distinguishes formal from informal on the basis of 
the primary source of financial rewards: "The dynamics of formal sector 
enterprises are determined by rewards in a productive structure where 
costs are represented as capital inputs. Informal sector enterprises 
are affected by returns to labor not as a capital cost, but simply the 
expenditure of the producer's own labor time - and where capital costs 
are minimal." This distinction is helpful, but could include 
international consulting firms as being "informal," as their labor costs 
and expenditure of time is more a factor in income than capital costs. 
We add the notion that the informal business is managed informally with 
no distinction between family and business money, little distinction 
between relatives and employees, generally under ten workers, and no 
formal record keeping. 

Clearly, different approaches are required for the two sectors. 
The principles of economic development are the same, but the 
applications differ. And they differ by scale as the distinctions 
between formal and informal can be blurred in many cases. Hence, we 
prefer to take an approach that begins to address the private sector as 
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a continuur from. informal to formal. Extension agents can work with
 
both, while adapting consulting style and content as appropriate. Both
 
informal and formal enterprises need market intelligence. This can come
 
from the same extension officer, but in a form appropriate to the user.
 

If the EOs are to continue with the ICN beyond the trial period,
 
then it 
 is strongly recommended that they are paid by performance, i.e., 
business generated, growth of clients' businesses, repayment rate on 
loans, and other output indicators of success. Theoretically, it does 
not make sense to develop the private sector by public sector rules. 
The EOs should have the same incentive to perform as the businesses they 
advise. 

The initial training program for the E~s would last approximately 
five weeks covering the elements of business, information sources, 
development methods, consultancy practice, and the Coordinating Body's 
records, information system and institutional policies. It has been our 
experience that a daily balance of classroom in the morning and field 
work in the afternoon makes for a more realistic program. Each trainee 
would find a business to work with that understnds that every afternoon 
they will be visited. If a unit on bookkeeping is taught in the morning 
class, the trainee would teach the method and see the applicability of 
the bookkeeping method in the business that afternoon. At the end of 
the first five week phase of training, the participating institutions 
and the ICN would be invited to give an oral examination to the 
potential EOs. Three months later, a two-week in-service training would 
address additional needs. If the trial evaluation deems that the 
extension service should continue, then a third in-service training 
should be held to address any new direction arising from the trial 
period evaluation. 

Since the trial period is to be limited in scope, it would be 
advisable that the EOs do not serve areas much beyond Greater Cairo. If 
the trial period evaluation recommends expansion, then one or more EOs 
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per governorate could be added. Sane business advisory services in 
other countries have worked quite well with EOs working by themselves in 
localities across the country. This gives a national information
 
analysis capability that has valuable implications: national market
 
surveys 
can be done relatively fast and inexpensively for larger clients 
of the Coordinating Body as an income source; business problems could be 
expedited on a national basis; investors would be able to get local 
information on a national basis with follow-up f-rom EOs as required; and 
so forth. Additionally, it is inportant to provide incentives for 
growth outside of Cairo so that this program does not add to urban 
migration. 

The selection, training, motivation, and support of the extension 
officers is critical to the success of the ICN's creation and 
application of appropriate knowledge. This is what will distinguish it 
from one more institution that collects and distributes information in 
Egypt. 
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C. CREDIT/FINANCIAL ASSISTANCE 

Although USAID/Egypt is undertaking an analysis of this area and 
the research team was told there was no need to examine credit in as
 
much detail as information needs, we would like to share some 
thinking
 
about how credit may play a role in the proposed SME program.
 

There are several mechanisms available to deliver financial 
assistance to the private sector: loans, overdrafts, equity positions, 
guaranteed loans and loans plus equity positions. 

The EIDDC extension service coupled with DIB credit to SMEs is the 
kind of model that has stimulated economic development in many Third 
World countries. An extension officer should have a portfolio of 
companies to regularly advise, rather than a one or two-time visit for 
specific problem solving sessions as is often the case at EIDDC. 
Although the larger and more competently managed campanies, which 
receive loans, may only need such specific problem solving extension 
services, the smaller or less competently managed operations will need a 
more holistic approach with regular visitation. The latter is often 
referred to as "supervised credit." 

Supervised credit usually involves one to three months of regular 
visits by the extension officer (EO) prior to the loan application, with 
regular visits tapering off as the loan is repaid. The pre-loan 
consultancy (5 to 15 visits) analyzes the entire business, teaches the 
business skills that the client is lacking and assists in the 
preparation of the loan application only when the EO has proof that all 
basic skills are mastered and the business plan makes The postsense. 
loan consultancy tends to be more problem-solving and market expansion 
oriented. 
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Private sector banks do not give supervised credit in Egypt. There 
are countries that do so in cooperation with business advisory services 
that receive USAID funding for guarantees. The procedure is relatively 
simple. After pre-loan consultancy by an Eo is complete, the loan 
application goes to a commercial bank. As the smaller business usually 
cannot satisfy the collateral requirements for securing the loan, the 
business advisory service deposits the necessary money in the bank to 
guarantee the loan. Since USAID money cannot earn interest, the bank is 
saving money without risk. This incentive has gained the cooperation of 
commercial banks that would not normally extend credit to smaller 
businesses with insufficient collateral. The commercial bank pays the 
business advisory service a pre-negotiated part of the repaid Laterest 
and returns the guarantee. !f the loan defaults, the service loses the 
guarantee. As a result, the EO must provide good consultancy or his
 
institution loses money. 
 This private sector approach can also be used
 
with public sector banks such as 
the DIB as well. 

A variation on this approach could include a fee for the EOs 
consultancy added to the principal of the loan. If the loan was for LE
 
10,000 and the fee was LE 1000, 
 then the principal to be repaid would be 
LE 11,000. A combination of fees and interest might also be considered 
as payment for the credit supervision to the EOs' organization. 

Since the DIB defines small businesses as having assets between LE 
285,000 tc LE 570,000 and semi-small businesses as those with up to LE
 
285,000 in fixed assets in its loan program, the DIB tends rot to assist 
smaller to informal businesses who might only need loans of 10,000 or 
less. According to the ADL study for USAID/Egypt, one-third of small 
businesses are in the informal or underground economy. These 75,000 
businesses with fewer than 10 employees account for two-thirds of the 
private sector population. Although this sector is not part of this 
study's terms of reference, we reccmmend that very small-scale or pilot 
efforts of supervised credit be initiated to address this sector's 
needs. 
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Apparently, some financial assistance for the small-scale sector 
has been given by such institutions as the Nasser Bank and Save-the-
Children Foundation, but these institutions' strategies have not been 
tie, into an overall information system as proposed in this program. 

Another mechanism to put money into the private sector is 
exchanging financial assistance for an equity position in the business 
assisted. This approach is compatible with the Islamic practice of 
MURABAIA and is used by the Nasser Bank. The Extension Service may 
identify an opportunity that is exceptionally promising. The service 
might give money to the business in exchange for an annual pcentage of 
the profits. Non-profit organizations can do this as long as the income 
derived is used for operating expenses of the institution. 

This equity approach has a number of advantages: 1) it tends to 
force more serious market research, thus improvincj the overall quality 
of the information system; 2) it tends to improve the overall 
integration of micro and macro economic analysis in order to find high 
growth businesses; 3) with good selections, it can become a major source 
of financial self-reliancr for the service; 4) it tends to make the 
service more serious about an understanding of the private sector while 
remaining a ncn-profit organization; and 5) it is a very persuasive 
advertise-ment to the private sector that the service is worthwhile. 

The disadvantages appear equally devastating if the selections do 
not succeed: 1) loss of operating capital; 2) loss of confidence of the 
private sector; and 3) internal dissension. 

Business advisory services in areas as poor as Burkina Faso (Upper 
Volta) have paid 50% of their operating expenses for this technique. 
They took their time, learned the environment with an extension service, 
used supervised credit, and acted when they were sure of their facts. 
This very cautious approach is recommended for exploration by whatever 
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SME service is chosen. In meeting with the leading private sector
 
organizations in Egypt, 
 the study team was told that these organizations 
cannot be associated with anything that will fail. 

Another approach is loan plus equity. A business might have great 
potential, but is seen as having an equally high risk; or for one reason 
or another is unable to complete the full financing necessary to trigger 
its next step. The lendir institution or the loan guaranteeing 
organization might receive a percent of ownership for the risk it is 
taking to secure the financing for the venture. An additional 
percentage of the business might be offered to the assistng institition 
upon repayment of the loan. The major advantage of this approach is 
that the assisting institution gets its initial investment back faster 
while retaining the equity position. 

The case studies uncovered some success with businesses
 
establishing overdraft facilities 
or a line of credit with banks (Case
 
Study #26, 31, 36). This is 
 a flexible mechanism that permits a
 
business to draw an amount of money 
at the time that it is needed. It 
tends to be faster than the DIB loan procedures, and interest is only 
charged on the money withdrawn when it is withdrawn. Those businesses 
that use overdrafts seem quite pleased with this arrangement even though 
the interest tends to be higher. However, the requirements for 
accessing this mechanism are stiff, precluding many small businesses 
from its use. 

An arrangement could probably be created to broaden the scope of 
the above application by providing EOs for the business. In other 
countries, most notably in Malawi, commercial banks have given overdraft 
facilities to clients that normally would not have received them, but 
did so because the EO had worked with the client's business prior to the 
bank's ccmitment and the EO has agreed to continue to work with the 
client after the commitment. 
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If thi s approach is not sufficient to broaden the scope of 
overdrafts to businessesc, then the addition of a guaranteed fund might 
be considered. This would follow essentially the same steps outlined 
above for the guaranteed loan fund. 

Another successful model of financial assistance identified in the 
case studies is the use of a silent partner. This might be a rich uncle 
in partnership with his nephew, a brother who received a loan in Kuwait 
(since it is fastex to get a loan there than in Egypt), or non-family
 

members returning from work in the Gulf States with extra money to
 
invest. 

We do not recommend that the proposed Extension Service directly 
replicate this technique. All partners in a partnership are legally 
bound to all decisions and actions by each member of the partnership. 
Instead, the ICN could match lists of those businesses wanting silent 
partners and those individuals that are seeking investment 
opportunities. However, a similar end might be achieved by establishing 
an equity position with a letter of agreement of liited liability. 

The above discussion illustrates that a wide range of mechanisms 
for financial assistance to the private sector are possible. We 
recrommend that the proposed Coordinating Body explore as many of them as 
possible on a trial or pilot basis. Initially, the staff should discuss 
these possibilities with banks, both public and private to see who would 
do what. Simultaneously, the extension officers (EOs) should discuss 
with their clients what options they prefer. When several opportunities 
become acceptable to the principals of the Coordinating Body, small 
scale financial assistance, coupled with technical assistance by the EO, 
should be initiated. 

It cannot be overstressed how important it is for the initial trial 
experiments to be successful. This is why the initial agreement must be 
approved by the principals of the Coordinating Body. After the initial 
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trial period and the evaluation of these pilot projects, the principals 
may begin to delegate some of this responsibility to the staff. In 
order to make the trial realistic, a sum of money should be made 
available to the Coordinating Body for these experiments over a 6-12 
month period. We suggest approximately $250,000. This should be a line 
item in the proposed USAID grant to create the Coordinating Body and 
should be folded into its financial assistance program after the trial 
period. This approach for pilot testing financial assistance was 
successfully used in Togo and Burkina Faso with USAID funds and by the 
Rockefeller Brothers Fund in Dcminica. 
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D. 	 POLICY DIALOGUE VIA PRINCIPALS OF 
THE COORDINATING BDY 

During the case study survey, a number of GOE policies and laws 
were identified by SMEs as constraints to private sector growth. During 
the institutional survey, a consensus emerged that the principals of 
institutions assisting SMEs form a Coordinating Body. Such a body 
could, under one implementation scenario, be the same as the 
Coordinating Body previously discussed. Such a body should include both 
members of the private sector organizations and parastatals who could 
prioritize issues to be discussed with the government. Each member 
would create his own approach to government. The private sector 
organizations might create a combined approach as might the parastatal 
organizations. The Coordinating Body would be an in-camera forum for 
such a policy dialogue, but each member would carry out their own 
dialogue with the GOE as they fit.see 

The following is a sample of the kinds of issues that might be 
addressed in the policy dialogue that were identified in the case 
studies. 

1. 	 Labor laws effectively take away a key tool of private sector 
management, i.e., the ability to dismiss employees as the need 
arises. 

2. Import licenses only last for three months and must be renewed 
for 	each item. 

3. 	 40% social security payments for each employee's salary is quite 
high compared to world standards. 

4. 	 Customs rates are lower for public sector companies than private 
sector companies giving SMEs a competitive disadvantage. 
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5. 	 Raise ceiling for waiver of GOE approval of investment projects 
and streamline approval process for larger SMEs. 

6. 	 Expand vocational education program to be more appealing to 
private sector training needs. 

7. 	 Review the impact of Laws 21 and 137 on 	SMEs. 

8. 	 Eliminate production limits (see Case Study #31). 

9. 	 Establish a credit program specifically for smaller businesses. 

10. Creation of a comprehensive SME development strategy by the GOE. 

The Extension Officers (EOs) of the proposed IM would document 
these and other issues for the policy dialogue. They will be in a good 
position to document the impact of current policy and laws as 	well as to 
provide an indication of the sectors affected and their suggestions for 
alternatives. These can be cross-referenced with the ICNI's information 
analysis and presented to the Board of Directors for consideration. As 
idividual board members discuss these issues with the GOE, they can 
feedback government response for EOs to keep their client's abreast of 
the policy dialogue. This in turn will assist businesses in the 
planning process and complete the information loop of the policy 
dialogue. 

The Coordinating Body would be in a good position to create and 
annually up-date a strategy for SME private sector development of 
Egypt. This strategy should be formally published and distributed. 
This document could accompany an annual program and budget for USAID and 
other international donors' consideration. Currently, there is no 
mechanism to develop such a document that would facilitate international 
assistance to the private SME sector. 
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E. TECHNICAL ASSISTANCE
 

The case studies identified a need for a central clearinghouse for 
technical assistance to SMEs. The proposed ICN should coordinate with 
other programs to prevent duplication, find economies of scale, keep a 
calendar of events, and actively identify and recommend areas for 
cooperation.
 

Part of the Extension Officers' (EOs') responsibilities should be 
to make sure that the technical assistance needs are analyzed by the 
ICN, prioritized, implemented, evaluated, and up-dated. Records should 
be kept in the ICN as to the effectiveness, costs, names, capabilities, 
and addresses of both the source and recipients of technical 
assistance. This annotated index for technical assistance will be the 
key information tool for referrals to clients. 

The EOs will give some technical assistance in the areas of market 
intelligence and business skills, but are more likely to utilize the 
resources of such Board Member organizations as the Federation of 
Egyptian Industries, EIDDC, Egyptian Export Promotion Center, etc. 
During the trial period, a full range of technical assistance vehicles 
should be tested beyond those above such as private, local and 
international consultants, TELE-TA (Technical Assistance) via computer 
communication with such organizations as PfP, VITA, ATI, ARCO, NTIS 
ADVANCED RESEARCH, etc. who are members of Carinet*, Westinghcrse's TA 
program, uriversity programs, the International Executive Service Corps, 
etc. Approximately $50,000 should be allocated for such TA to the SME 
clients during the trial period. 

* See Appendix for CARINET Users Manual. 

-39



There will also be a need for technical assistance to the proposed 
Coordinating Body itself as a facility in terms of organizational
 
structure, extension service, credit options, 
 and information systems
 
and analysis. Much 
 of this TA may need to be provided by an expatriate 
with similar experience in other countries, since the Coordinating Body 
with its services is a ner- concept for Egypt. This may require $198,000 
during the first year's trial period. 

Some creative approaches to TA for clients may cost little beyond 
staff time to organize. For example, the idea of "adopt a factory" has 
been put forward. This utilizes student and faculty of a local
 
university. They select a 
factory, diagnose its productivity and 
business problems as a university project and adopt the factory to
 
assist its improvoment. This is a good example of the kind of
 
cost/effective experimentation that should occur during the trial 
period. 

Another is to buy foreign equipment and imitate the design somewhat 
to keep the modified machinery as simple as possible. This might be an 
alternative to teaching people how to use imported equipnent and it 
could stimulate new business opportunities. 

But whatever the methods, the guiding principles should be to 
better utilize the existing TA now available in Egypt. 
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F. VOCATIONAL TRAINING 

One model of success identified in the garment case studies was in
service training conducted by the owner/manager of the business (Case 
Study #3, 4, 9, 11). Several such businesses that formalized this in
service training grew and experienced superior labor relations.
 
Businesses in 
 this sector that have very poor labor relations are not
 
growing.
 

One implication for vocational training is to find such
 
entrepreneurs that have made in-service training work and hire them 
as 
short-term teachers for courses offered through the Coordinating Body to 
teach other entrepreneurs why and how to do their own vocational 
education to up-grade the skills of their employees. This would be a 
good pilot to test during the trial period. It has been PFP's 
experience in other countries that it is cost effective to find the 
winners and help thlem educate others. 

A primary role for the Coordinating Body and its ICN is vocational 
education programs to meet this market, and assist the placement of 
these graduates among ICN clients. Vocational training should be 
indexed in the ICN in the same manner that technical assistance is 
indexed. World Bank surveys of vocational impacts on companies, and 
other such reports would be digested, creating appropriate knowledge for 
clients seeking vocational training.
 

The case studies revealed that the vast majority of vocational 
education serves the large public sector businesses. For example, the 
Productivity and Vocational Training Department of the Ministry of 
Industry has a large system for apprenticeships, accelerated tzaining, 
and upgrading of skills. Although the placement of apprenticeship 
graduates may split evenly between public and private companies, the 
other two programs are almost totally for the public sec'Dr companies. 
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The ICN could play a valuable role in identifying and documenting 
SME vocational training needs. The Coordinating Body, in its policy 
dialogue role with the GOE, could use this documnentation to encourage 
existing vocational training centers to offer programs for SME needs. 

The Coordinating Body should be open to the possibility of being an 
umbrella organization through which new SME training programs are 
implemented. It might also be open to the possibility of playing a 
similar umbrella role for mid-level management training centers for 
larger companieL 

However, the primary focus of the trial period should be pilot 
testing in-service training programs conducted by successful 
entrepreneurs and bringing SME training needs to existing vocational 
training centers for potential assistance in placement. The costs for 
this should be less than $5000 and come from the TA budget. 

-42



G. SPECIAL ECONOMIC ACTIVIT2 

There is an ombudsman or catalytic role to be played in SME 
development that is not possible to define at this point. Same 
possibilities were identified during the case study interviews: forming 
organizations of smaller producers for supply and marketing; forming 
trade associations; creating businesses to fill gaps in the economy; 
assisting the creation of a private sector strategy for members of the 
Coordinating Body's policy dialogue with the GOE; and other activities 
that improve the functioning of the marketplace. 

These activities have become primary sources of income for similar 
SME programs in other countries. For exanple, if some support group 
were to help establish a business for group supply and sales for smaller 
producers, it could own a percentage of that business. If the EOs help 
establish a trade association, the service institution could receive a 
percent of the annual dues. 

These kinds of special economic activities are not only valuable 
for assisting the development of SMEs and earning income for the program 
but also force the staff to think about the long-range consequences of 
their daily activity. 

During the trial period, there would not be specific budget 
allocation for this activity. Staff time has already been allocated and 
if financial assistance was required, then it could come from the credit 
and financial assistance budget.
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III. RECOMMENDATIONS 

It has been most gratifying to observe a convergence of ideas,
 
plans and alternatives as this study progressed. We observed an
 

emerging consensus by 	the relevant public and private institutions that: 

1. 	 The time is right to accelerate SME development. 

2. 	 The seven elements of the genieral strategy are needed. 

3. 	 The general strategy should be carried out in a coordinated, 
strategic, and flexible fashion, arather than as series of 
discrete programs.
 

4. 	 A network of relevant institutions should form a Coordinating 
Body to better utilize existing resource-,. 

5. 	 Each relevant institution would serve on the Coordinating Body. 

6. 	 Each element of the general strategy should be pilot tested 
prior to long-range institutional commitments; and that 

7. 	 A request be made to USAID to fund the first five years of the 
program to be initially implemented with a contracting 
organization with experience in SNE development. 

The outcome is at least partly a function of the excellent 
cooperation and ideas received from public and private sector 
organizations. The private sector institutions with whom we have 
discussed general strategy are unanimous in their promise of 
cooperation, support, and willingness to actively serve on the board of 
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directors. Many public sector entities have made similar offers; one
 
agency which it had not occurred to us to invite has requested to be
 
considered for a position on the board.
 

There are three alternatives for implementing the findings of this 
study: 

1. 	 The Federation of Egyptian Industries would expand its 
organizational capabilities to implement the seven elements of 
the general strategy and be the institutional home for the 
Coordinating Body; 

2. 	 The Coordinating Body would be a private non-profit entity which 
would implement the general strategy with participating 

institutions; or 

3. 	 No formalized program would be created, but the relevant 
institutions would use the findings of this study to improve 
their capabilities as they see fit. 

A. FEI AND IMPLEMENTATION ALTERNATIVE. 

Prior to the departure of the study team, a consensus was not 
achieved as to whether the program would fall within the public or 
private sector. Although much of the program is designed to be carried 
out through the existing public and private institutions, the 
Coordinating Body should have a home location. 

The Federation of Egyptian Industries requested this study in 
order to improve its information services to SMEs. Chapter V of Volume 
2 specifically addresses how the Federation can make such internal and 
very specific improvements. However, we feel that not all of the 
services needed for SMEs should necessarily be part of the FEI. Some 
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could be external services, which the FEI could use to serve its 
clients. 

The principle may be more clearly illustrated in a different 
context. In order to improve farers' capacit,', it is often necessary 
to build roads and start trucking businesses to transport farm produce 
to an expanded market. Although the road and trucks are not direct
 
inputs to the farm, 
 they are a direct input to the farming capacity. 
Tne entire general 3trategy, like the roads and trucks, can improve the 
FEI 's institutional capacity without being directly within the FEI and 
necessitating its trying to manage all seven elements of the general 
strategy. 

During our study it became clear that many of the services needed 
for SME developmant would be a major addition and require reorganization 
of the FEI. Simultaneously, private sector officials shared their 
concept paper for a "Business Development Center," which could be an 
added resource to the FEI in meeting SME needs. The Business 
Development Center (BDC) appeared to be the logical candidate for the 
Coordinating Body through which the elementsseven of the general 
strategy could be carried out. 

The late 1984 US-EGYPT Business Council meeting in Alexandria 
involving USAID and many of the interested private sector institutions 
approved the concept of the BDC for medium and smaller businesses. The 
BDC had also been previously proposed by Faoud Sultan, chairman of Misr-
Iran Development Bank. 

The study team reviewed the findings from the case studies, 
institutional survey, and reconuendations for improving the 
institutional capacity of the FEI to serve SMEs in light of the BDC 
concept paper. A consensus seemed to be emerging. To test this 
consensus, the study team prepared a one page overview and accompanying 
graphic that called for the Coordinating Body to be the Business 
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Development Center with a Board of Director. composed of the Federation 
of Egyptian Industries, the Egyptian Export Promotion Center, 
Development Industrial Bank, Engineering and Industrial Design Center, 
Egyptian Businessmen's Association, American Chamber of Commerce in 
Egypt, US-Egypt Joint Business Council, private sector individuals and 
an implementing organization with similar STE development experience. 

The work of this network organization would be funded by USAID to
 
carry out the general strategy. A contracting organization with
 
experieiice in SME development would be responsible 
to the BDC's Board of 
Directors and pilot test each element of the general strategy before 
permanent institutional and programmatic commitment-s are made. This 
concept was discussed with over 35 representatives of private and public 
sector institutions and completely endorsed in subsequent meetings with 
the key private sector organizations, but only partly endorsed by the 
FEI for the reasons stated above, plus the concern that a large program 
will take longer to commence and that individual institutions could lose 
their identity in the network approach. 

Since the InformatiorVCommunication Network is the top priority, it 
would be the first element of the general strategy to put in place. And 
since the Federation of Egyptian Industries is the central institution 
in the network, it would receive immediate attention. As a result, the 
scale of the program fi1a1.y adopted by USAID should not make any 
appreciable difference in program commencement for the FEI. 

Secondly, the policy and direction of the proposed Business 
Development Center is set by its Board of Directors upon which the FEI 
sits. The FEI would be in a position to prevent any loss of 
individuality due to the network's operations. Theoretically, networks 
tend to reinforce individuality, since the individual is offered the 
opportunity to define and continually redefine relations with each 
network member and the network as-a-whole. For example, telephone 
networks increase individual autonomy and effectiveness. 
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Organizational networks should yield the same effect if indeed they 
remain networks and do not become hierarchies. This will be the 
responsibility of the board to insure. 

The FEI would not be in a position to charge for services in the 
same manner as a private sector organization and, hence, would be in 
continual need of GOE or USAID support. Further, EOs will need to look 
at SMEs' books. This may be less acceptable if they are part of the 
FEI. 

Finally, it could be argued that the recommendations for FEI
 
improvements 
 in Volume 2, Chapter V, be implemented independently fram 
the seven elements of the general strategy. This seems reasonable. 

Each element of this general strategy is mutually reinforcing and
 
interdependent. 
 The FEI agrees that it is not in a position to carry 
out all seven elements. Its charter does not have this kind of SME 
focus*. Hence, if the Business Development Center fell solely under the 
FEI's jurisdiction, then the strategy would be fragmented, potential 
synergies lost, and the private sector support would be less. 
Therefore, we recommend that the Business Development Center be 
structured as a non-profit organization in the private sector with 
network relations among all relevant public and private sector 
institutions and programs. 

On the next page is a chart presenting an overview of the functions 
of the BDC. 

* See Appendix for FEI Charter. 
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POLICY DIALOGUE 
Via Board Members 
with Government 

YOCATIONAL TRAINING 
Needs identification via 
Codai witE ngBC

CoordIh O'tinqLoanntio 

Centers 
Graduated Placement with SMEs 

SPECIAL ECONOMIC ACTIYITY 
Those miscellaneous activities 

that are vital to economic 

stimulation, such as trade 
& i ndustr y associations/ 
institutions, group marketing 
& buying, or development of 
private sector development 
strategies 

Federation of Egyptian Industries 
Development Industrial Bank 
Engineering and Indu-', ial Design Center 
Egyptian Export Promotion Center 
Misr-Iran Bank 
Egyptian Busi nessmen'i Association 
American Chamber of Commerce in Egypt 
US-Egypt Joint Business Council 
Private Sector Business Individuals 
SME Development Contractor 

I 
BOARD OF DIRECTORS 

BUSINESS DEVELOPMENT CENTER 

w 

X 

INFORMATION & COMMUNICATION 
NETWORK (ICN) 

Domestic Market
 
Foreign Market
 
Spare Parts
 
Alternative Supply
 
Credit
 
Trai ni ng 
Technical Assistance 
Micro/Macro Economic Analysis 
Foreign Investment 
Private Sector Strategy 
Vocational Training 
Domestic Electronic Mail 
International Telecommuncations 
Sub-Contracting Matching 
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EXTENSION SERYICE 
Extension Officers (EOs) 
Business Info. & Skills 

General Field Presence 
ZCoordination with EIDDC's 

Field Staff
 
SME Credit/Finance Anelys 

CREDIT/FINANCIAl 
-ASSISTANCE 

Feasi bility Studies 
Preparation 

Supervised Credit 
Bank Relations/Train' 

Invest ments 

TECHNICAL ASSISTANCE 
Identification of SME Needs 
Coordination with Existent 1 
Securng Additional TA 



In this scenario, the BDC would be charged with the responsibility 
for implementing the seven elements of the general strategy. This 
should be directed by the board so as nct to duplicate any of the major 
participants' programs, but to optimally connect them to each other and 
connect each more directly with SMEs while taking the initiative of 
filling the gaps in the services to SMEs as necessary. The BDC should 
be a connecting mechanism for all SME development in Egypt. Each 
participating institution maintains complete control of its own 
services, and draws on the BDC as it wishes, subject to board approval. 
The governance of the network of services for the private sector is in 
the hands of the board, while the BDC general manager is responsible for 
the daily operations. 

The following organizational chart calls for a staff of three 
expatriates and twenty-five Egyptians including four secretaries phased 
in over the course of ths trial period. There are no separate lines for 
credit/financial assistance, technical assistance, vocational training 
and special economic activity since these elements of the strategy arc 
carried out in concert with the general management, extension service, 
information and communications network and participating organizations. 
Policy dialogue is carried out by the Members of the Board in their 
individual and institutional capacities. 
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BUSINESS DEVELOPMENT CENTER
 
ORGANIZATIONAL CHART
 

PARTICIPATING 
INSTITU1 IONS 

BOARD OF DIRECTORS 

I 
GENERAL MANAGER 

AND COUNTERPART 

COMMUNICATIONSFINANCIAL OFFICE EXTENSION SERVICE 

NETWORK 

Accountant Director and Counterpart Director and Counterpart 
Bookkeeper Extension Officers ( 10) Information Anal y3t9 (3) 

Expeditor3 (3) 

Since the BDC is a network organization of key participants 
on the Board of Directors, there are direct lines between 
the participating institutions and the Information/ 
Communication Network 
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B. INSTITUTIONAL ROLES WITH AND BENEFITS FROM THE BDC 

Without repeating the discussion in the general strategy section of 
this volume, the following will take each element of the general 
strategy and discuss how the participating institutions may benefit from 
the BDC and their proposed roles.
 

1) Information/Communication Network - Participants need not 
duplicate their existing information in the BDC data bases, but 
would allow BDC information analysts to store catalogues with 
other participants and clients. CAPMAS (who requested to be on 
the BDC's board) collects firm-level data based on a 1976 
sampling to be up-dated during next year's census. The FEI 
summarizes this information annually and collects additional 
information on the production characteristics of its 9000 
members. EIDDC/ITAP and STI have access to American technology 
data banks. The Minister of Cabinet Affairs will be collecting 
other information for a policy dialogue with donor agencies. 
The BDC would address market, supply, and development 
information specifically for SME use and distribution. 

Each participating institution would be allowed to draw on 
all non-proprietary information generated through the BDC via 
mailed printouts or direct electronic access. They would also 
be allowed to use the local electronic mail as well. as 
international telecommunications access. Original analyses, 
summaries, and statistical outputs may also be requested by 
participants as one would draw on any information utility. 

For example, the FEI could request which SMEs producing 
garments are the best candidates for supplying public 
enterprises' needs as checked by the EOs' client records. 
Similarly, banks could access creditworthiness information. The 
Export Promotion Center could get annotated list of SMEsan 
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ready for joint ventures to begin exports cross-referenced with 
the FEI's analysis.
 

Thformation analysts will continually up-date participant 
programs such as training, technical assistance, and other 
events useful as an SME calendar of events. The BDC will 
actively seek synergies within this information and call 
participants about collaborative possibilities. 

All of this will assist participants to better serve their 
clients as well as plan their future programs in collaboration 
with other participants. Above all, the ICN will be the 
intermediary for direct data t-ransfers among participating 
institutions. 

2) Extension Service -- Each participant will have the benefit of a 
field presence to collect and cross-reference information on a 
more rapid basis than currently exists in Egypt. For example,
the DIB could have improved business diagnosis, skills training,
and loan preparation for t/heir clients produced by EOs. The FEI 
could have EOs follow-up on mebers that did not return their 
questionnaires. ECs could refer clients that need technology 
problem solving to the EIDDC. The American Chamber of Commerce 
in Egypt can refer requests for market surveys to ECs. And all 
would better serve their own clientele by more current and field 
tested analysis. Understandably, EIDDC would benefit the most 
by expanding its field coverage by ten people, and by the 
ability to cross-reference its work with the information
 
analysis of the EOs.
 

The participating institutions should be involved in the
 
initial and in-service training of the EOs, 
 and through their 
role on the board, set general policy and direction for the
 
extension service.
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3) 	 Credit/Financial Assistance - Participating institutions that 
have not been able to financially assist their smaller business 
clients would now be able to do so. The FEI could steer its 
smaller members who have benefited less than larger members to a 
new credit source. The DIB would have a new credit window. And 
the Export Promotion Center could obtain the capital infusion 
necessary for small producers to standardize quality and reach 
production levels necessary for export. The institutions, role 
is to promote this service to their membership and steer them 
t: rough this credit window. Financial assistance in the form of 
venture capital will require Board level analysis and approval 
as 	discussed in the general strategy of this volume. 

4) 	 Policy Dialoque - Participating institutions will have the 
benefit of EOs' information collection, ICN's analysis, and the 
opportunity to discuss in camera at 	board meetings what are the 
priority issues and consequences for inprovements. The Board 
need never take positions as a board, but serve an a neutral 
center for discussions among thie key public and private 
institutions that serve the SME Members could agreesector. on 
a priority of issues privately and then in their individual and 
institutional roles carry out the policy dialogue knowing that 
their sister institutions are in cooperation. 

5) 	 Technical Assistance -- Members of participating institutions 
will be able to take advantage of technical assistance as 
appropriate from other institutions. For example, the Export 
Promotion Center might list in the ICN a seminar and training 
program in exporting. Other institutions could notify their 
appropriate members to attend. Institutions whose TA budgets 
might be low could pool resources to jointly cond.-'t programs 
though the coordination of the BDC. Additionally, tL.e Board 
Members could identify critical TA not present in any 
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institution and have the BDC provide the TA to all members 
through BDC's budget. Institutions should share their 
evaluations of TA with the ICN so 	that all members will benefit 
from others' experiences. 

6) 	 Vocational Training - Through the participating institutions 
and the BDC's EOs, SME training needs can be documented. In the 
Board's policy dialogue role, institutions could use the 
docmLntation to encourage existing vocational centers to offer 
programs for their SME members. There exist SMEs with good in
service vocational training that could be multiplied through the 
BDC for the benefit of institutional members. 

7) 	 Special Economic Activity -- Through the pooling of
 
institutions' knowledge and the EOs' 
 experience, the ICN could 
identify strategic activities that would accelerate economic 
growth. Such activities might require the collaboration of 
these institutions to bring to fruition that which no single 
institution could do as easily if acting alone. One obvious 
example is the establishment and periodic up-dating of an SME 
development strategy that is acceptable to both the public and 
private sectors. 

C. SME BENEFICIARTES
 

According to the ADL Study, there are 8050 businesses with 10-200 
employees, averaging LE 194,000 in capital assets excluding land and 
buildings. We would prefer to estimate value added by the BDC to SMEs 
in terms of gross sales or net profits, but this information is not 
available. 

-55



If we assume that the BDC reaches 60% of these businesses over the 
five year program and facilitates growth in their businesses indicated 
by an average increase in 5% of their fixed assets, then LE 46,851,000
 
would be added to this sector's assets.
 

We have previously estimated that one EO would personally assist 
between 200-400 businesses a year. With ten field officers this program 
would assist 2,000-4,000 SMEs per year. Since many clients will remain 
part of the EO's portfolio periodically over the five years, cannotone 

simply multiply these figures by 5 to get the total number of
 
beneficiaries 
 served by the proposed 5-year program. Conservatively we 
estimate that between 5,000-7,000 SMs would be direct beneficiaries of 
this program. 

This does not take into account the artisan and informal sectors 
that will also be affected by the BDC through group marketing and 
purchases, general market intelligence, business skills trainirg, the 
policy dialogue, and coordination of economic development assistance in 
general. The dollar benefit to this group is beyond the scope of this 
study to estimate. See appendix for growth study of similar businesses 
assisted by a PFP business development center in Burkina Faso (Upper 
Volta). 

The following matrix of general problems and program elements 
designed to address them is meant for discussion purposes and not to be 
taken as precise ranking. For example, the numbers would noticeably 
change if specific problems were inserted. Since credit assistance is a 
stronger need in the food sector than in the garment industries, it is 
not included in the general problem list as endemic to all SME 
development. 

Secondly, the matrix assumes that the BDC is a private sector 
organization that is responsible for implementing the general strategy. 
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The matrix does serve to indicate that the core services of the BDC 
sbould be considered to be the: 1) Information/Canmunication Network; 
2) Extension Service; 3) Policy Dialcxgue; and 4) Special Economic 
Activity due to their high impact on the nine general problems 
collectively. It also illustrates that the problems most effectively 
addressed by the seven elements of the program collectively are likely 
to be: 

1. The private sector does not have its owm SME development 

2. SME assistance efforts are fragmented and understaffed; hence, 
they do not provide the field contact sufficient to transfer 
business skills and expedite red trpe; 

3. There is little vocational trainLg specifically tailored to SMF 
labor needs; and
 

4. SMEs are not organized to pool their production which would 
allow them to tap new markets, or to pool their orders to get 
better unit costs. 
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IMPACT OF PR96RAM ELEMENTS ON GENERAL
 
PROBLEMS OF SME DEVELOPMENT
 

GENERAL 
PROBLEMS 

ELEMENTS 

-c 
-JW 

w-z. 
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~(nV 
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U 
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U 
U 

< 

r 0 
-LI 
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EXTENSION 
SERVICE 1 2 2 

D. 
2 2 2 2 2 1 7 

5,. CRED IT/IFIN-
ANCIAL 
ASS IST ANCE 

0 0 1 2 1 0 0 1 0 4 

t. POLICY DIA.IGUE5,. CE ITR/FIN 2 1 2 2 2 2 2 1 2 15 

5.TAAIN TNC 0 0 0 2 2 2 0 2 2 7 

.VCING 

6.-

0 1 

-C 

0 

-RIN 

2 

- -

1 

-

0 0 

- -

0 0 

-

7 

7. SPECIAL ECON-
OMIC ACTIVITY 

1 0 1 2 1 0 2 2 2 11 

HOW PROBLEM 
IMPACTED BY 
PROGRAM ELEM-
ENTS COLLEC-
TIVELY 

7 8 14 11 6 8 9 10 

SCALE: NO IMPACT = 0 SOME IMPACT = I MUCH IMPACT = 2 

This chart asks how each program element impacts the general problems of 
SMEs. For example, the fir3t box 13 filled in by asking if the ICNwill affect 
the lack of aGO[ SME policy. The "2" signifies that it could have much effect 
over the five years of the program 
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D. TOWARD FINANCIAL SELF-RETANCE 

Since it is recomnended that the BDC be a private sector
 
organization, it must earn 
its own living from the services it
 
provides. We recommend that it plan to achieve this goal within five
 
years. 

The BDC should use the trial period to market test a range of 
services for the small and medium enterprises (SREs) in Egypt. At the 
end of this period, a detailed business plan should be created 
indicating cost and income centers, promotion plan, target markets, cash 
flow projections, etc. to act as an operational guide and complement to 
the center's annual work plan. 

The following is a discussion of some sources of income for testing 
during the trial period: 

1. Training1 -- Through the daily contact of SNEs by EOs, it should 
be easy to identify what training seminars businesses will pay 
to attend and how many people would attend. It may also be 
possible to hold general seminars for the current business 
environment in Egypt attended by a broader audience which can 
also serve as a marketing tool of the BDC. 

2. Market Research - Initially it may not be possible to sell 
market research tailored for SME clients. Experience in other 
countries is that larger foreign firms will pay a business 
advisory service for market surveys, because EOs are the only in
place system that can quickly and cost/effectively cover a large 
area. SMEs that participate in supervised credit will pay for 
the extension service that includes market research assistance. 
But the BDC will have tu prove value over several years to earn 
the confidence of businesses to pay for such information. 
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3. Epediting Fees -- EOs will become aware of the ways to cut red 
tape and be able to speed up or follow through on many important 
matters that waste entrepreneurs' time. This source of income 
may not be large but it will earn money as the service is seen 
as valuable once the EOs demonstrate they are capable. 

4. Equity Positions -- This is the primary long-range economic 
support of the center. If the center chooses new businesses or 
expands existing ones wisely then its future is as good as its 
investments. These may not bear substantial fruits for the 
first five years, but in ten years it could account for the 
primary source of revenue for the center. when the center 
spends extra time with a business or makes a special effort that 
assists in its financial growth, an equity position is justified 
if the center judges its future gro th potential significant. 

5. Telecommunicatiors - The BDC will be equipped with a computer 
that can communicate to much of the world* for personal 
correspondence, market access, alternative sources of supply and 
data base access. SMEs need not buy such computers, but simply 
give their requests to EOs who would charge a fee for such 
access well below the comparable telex and other research fees, 
while still retaining a reasonable profit for the center. This 
service is unique in Egypt today, but many competitors may enter 
the market. It remains to be seen if the center will be able to 
retain leadership of such a service. But it should generate 
income to at least cover the costs of the center's own needs for 
international communication. 

See Carinet Manual in Appendix. 
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6. 	 Brokerage Fees -- Through the international compluter network and 
other sources, foreign investors may be located and served for a 
fee by the center, similarly for Egyptians returning from 
abroad. Foreign companies may also pay fees for locating sales 
outlets or sources of 	supply. The field extension service 
information system and international computer communications
 
make the BDC especially attractive as a broker. 

7. 	 Contracts -- A realistic organization with a field staff t!hat 
can match macro economic with micro economic analysis, a network 
of institutional contacts, and a proven performance record can 
attract a variety of contracts. To give just a range, the BDC 
could perform studies for the feasibility of investments, 
business skills training, franchising companies, providing new 
E~s for economic development assistance in new communities 
assisted by foreign donors, provide briefings and up-dates on 
the Egyptian business climate for SME growth, represent 
international networks, and provide computer accounting 
services.
 

8. 	 Venture Capital Representation -- Increasingly, venture capital 
firms are looking to the developing world and to SMEs in those 
countries. It is too expensive for these firms to set up 
offices in countries without assured returns. The BDC is a 
logical way for them to 	identify potential investments by 
putting the BDC on a retainer. If nothing bears fruit, the 
venture capital firm has not lost much but the fee. If some 
investments are placed, then the BDC can trade on those 
successes to represent more such firms. 

9. 	 Participatin Bank Fees - As mentioned in both the credit and 
extension sections of this volume, the EOs can earn income for 
the center by adding fees for supervised credit to the principal 

-61



of their clients' loans, and, part of repaid interest. This can 
produce more income than first appears possible and is a primary 
source of income for 	busiss advisory services in other 
countries. This naturally depends on the banks' participation 
and the quality of the extension service as the market for 
credit is enormous relative to the income needs of the BDC. 

10. 	 Membership Dues -- The BDC will not have sufficient value to 
charge membership dues during the trial period. The idea is to 
charge SMEs dues to be members of and financially support their 
sector as a whole through the Board of Directors' policy 
dialogue with the GOE. Their ccmpanies would be contacted if 
information was useful to their prestated needs. A newsletter 
and discounts on conferences might also be offered to members. 

11. 	 Trapped Local Currency for MNCs - Multinational corporations 
have limits on the amount of currency they can repatriate. Some 
of this money may be used for corporate public relations. 
Donations of local currency to the BDC may become an attractive 
alternative to current philanthropy in Egypt. 

12. 	 Employee Placements -- As described in the section on Vocational 
Training, the center may be able to identify the market for job 
skills, assist the coordination of programs in existing training 
centers or technical assistance programs and ultimately place 
employees among client firms. A fee for this service could be 

charged. 

This is not an exhaustive list but serves to illustrate what may be 
possible for market testing. 
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E. IMPLEMENTATION 

A strong interest in the establishment of the Business Development 
Center is growing rapidly among several government ministries, leading 
private sector organizations, and SMEs surveyed during this study. 
USAID may wish to consider sane support funding to continue this 
momentum through a mechanism like the Special Activities Fund to further 
define consensus. 

Funding for the five year program including the trial period could 
be a cooperative agreement between USAID and an implementing
 
organization with experience 
 in similar SME development. The private
 
sector organizations we interviewed would like to avoid the RFP 
route as 
that process may take so long that the momentum of support could 
diminish. 

Regardless of the funding mechanism, we strongly recmnmend that the 
first 6 months or year be regarded as a trial period to pilot test each 
element of the design. This will give operational experience upon which 
to make larger programmatic and institutional commitments. We believe 
that the trial period must be part of the five-year commitment instead 
of being an isolated activity. Some elements may only need six months 
to test while others may require one year. The difference between pilot 
testing and regular operations may only be a matter of scale, but the 
relationship with a given SME during and after the trial period may be 
the same. A break between the trial period and full operations could 
unfairly leave the SME client in limbo and cause poor public relations 
for the BDC. 

Please refer to the General Strategy section for discussion of 
implementation of the ICN and other elements of the program. 
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The first order of business for the implementing organization of 
the grant will be to work with the proposed Board of Directors of the 
BDC, to write the letter of incorporation, set operating policy and 
register the BDC. Hiring and training of staff, as well as purchasing
 
of equipment, can be simultaneously initiated.
 

A detailed work plan for the trial period should be approved by the 
Board of Directors as early as possible. This plan should include all 
pilot design elements described earlier, review of current institutional 
relationships, review of relevant USAID and other development efforts, 
the possibility of focusing on the food sector (while working with other 
SMEs to get corporate learning, cross-references, and begin with small 
successes to expand later), extension officers' and information 
analysts' recruitment and training, and a system to identify new 
businesses and growth opportunities for SMEs. 

After the evaluation of the trial period, a general work plan 
should be approved by the Board with a detailed plan for the next year 
including a business plan complete with cash flow projections and staff 
time/project allocations to cost and income centers. The second 
evaluation should be at the mid-point of the project, and the third 
toward the end of the fifth year. 

With the consent of the board, the implementing organization would 
phase their personnel out of the BDC during the five year period such 
that enough time will have passed to judge the autonomy of the BDC both 
managerially and financially by the end of the fifth year. 
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IMP-EMENTATION CHART 

Year 1 Year 2 Year 3 Year 4 Year5 

1. Hiring and Training 
Core Staff X 

2. Establish Board and 
Approve Workplan X 

3. Hire and Train Remaining 
Staff 

4. Pilot Test Program 

Elaments 

X 

X- X 

5. First Internal Evaluation x 

6. Re-design BDC & Approve
second years work plan
with Board X 

7. Institutional and 
Programmatic Commit
ments X 

8. Income Generation X 

9. Second Evaluation X 

10. Third Evaluation x 

11. Independent of USAID Funds X 
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F. BUDGET ESTIMATES 

The following budget estimates should only serve as a discussion 
guide. large fluctuations in the actual cost of the BDC after the 
trial period may occur depending on participant institutions' 
interest in taking on some of the BDC's functions directly or whether 
new programs get added to the BDC. 

For example, all of the credit and financial assistance might be 
channelled through the DIB and comrerial banks, eliminating nearly a 
million dollars. Or the guaranteed loans and venture capital 
mechanisms may be best executed through the BDC, greatly increasing 
this budget item. Similarly, the Extension Officers could begin to 
be hired by participant banks or added to EIDDC's staff. On the 
other hand, it may be best to keep the EOs with the BDC and expand 
their presence throughout Egypt, greatly increasing this item in the 
budget. 

We have chosen the middle ground in these estimates. All 
figures are in U.S. dollars although we estimate over the five years 
that $2,613,000 is inU.S. currency and $4,560,000 could be in
 
Egyptian currency. 
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BUDGE STVS 

(in thousands $ U.S.) 

PERSONNEL 
 Year 1 Year 2 Year 3 Year 4 Year 5
 
Expatriate 

Genera .Manager 40 42 44 46 -

ICN Director 35 37 39 - --


Extenmion Director 
 35 37 39 - -


Benefits @25% 
 28 29 31 12
 
Housing & Miscellaneous 70 
 74 77 28 

198 219 230 86 


EByptian 
GM Counterpart 
 30 32 
 33 .35 36
 
ICN Counterpart 
 25 26 28 29 30
 
Extension Counterpart 25 
 26 28 29 30
 
Info Analysts 
 30 32 33 35 36
 
EOs (10) 
 100 105 110 116 122
 
Expeditors 
 15 16 17 17 18
 
Secretaries 
 20 21 22 23 24
 
Accountant 
 15 16 17 17 18
 
Bookkeeper 
 10 11 11 12 12
 
Social Security @ 40% 108 
 114 120 126 132
 

378 399 439
419 458
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OPERATIONS
 

Office: Fixed 25 5 5 5 5 
Office: Utilities/Rent 50 55 61 67 73 
ICN 283 40 30 25 25 
Vehicles 80 - -- - 80 
Maintenance/Gas/Misc. I00 110 121 133 110 
Credit/Financial Assistance 250 200 250 200 --
Technical Asst. to SMEs 50 50 50 50 50 
Overseas Representation 20 10 -- - -

Staff Training 30 10 10 5 5 
International Travel 20 15 15 10 10 
Direct Support 20 21 23 24 26 

SUBTOTAL 2504 1134 
 1214 1044 842
 

Overhead at 25%* 
 376 284 304 261 211
 

TOTAL 1880 1418 1518 1305 1053
 

(Paid in U.S. $) 921 526 519 378 269 
(Paid in Local $) 959 892 999 926 784
 

* We estimate that appropriate implementing organizations would have 
approximately a 25% overhead rate although we realize this can vary among 
such contracting organizations.
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System Overview
 

COMPUTER CONFERENCING is 
a low-cost, international

information management system. It inbegan the 1960's to
integrate computers, satellites, telephones, and packet switching

among ge-graphically dispersed 
actors for the Department of

Defense. The White House used computer conferencing for the
Office of Emergency Preparedness, Price and 
Wage Controls, and
recently through the New Jersey Institute of Technology (NJIT) it was used to prepare 
for the White House Conference on
 
Productivity. 

ATI IHAP
 
PfP/I Washington (apple)
 

(Kaypro) 
 Tha Iand
 
(IBM)

(3-M) 
 PfP/Philippines


(Washington,DC) 
 (3-M)

MAIN COMPUTER Philippines
 

at
 
VITA 
 NJIT called EIES SOLIDARIOS
 

(apple) 
 (IBM)

Arli ngtonVA 
 Dominican Republic
 

T & AI National Dev't Fund 
(Kaypro) (3-M) 

Alexandria ,VA Dominica 
PfP/Trade & Investment 

(Apple)
 
(3-M)
 

Miami, FL
 

COMPUTER CONFERENCING CAN BE USED FOR: 

1. Sharing learning among development programs

2. Technology transfer requests and delivery

3. 
 Supply and market information
 
4. Coordination and management
 
5. State-of-the-art up dates
 
6. Cutting travel and communication costs
 
7. Leting poorer people into the world information network
 
8. Solving incompatibility problems among computers

9. Barter and electronic funds transfer
 

10, Accessing other electronic mail systems
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WHAT IS CARINET?
 

CARINET is the name of a group of people and institutions
 
involved with economic development in the Third World who are
 
linked world-wide via computer conferencing. The computer
 
conferencing system that CARINET uses is called the Electronic
 
Information Exchange System (EIES) located at the New Jersey
 
Institute of Technology (NJIT). Partnership for
 
Productivity/International (PfP/I) sells accounts on this system
 
at a discount rate. PfP/I bills CARINET members at $35 per month 
plus 18c/minute for usage after 6:00 p.m. (These fees include 
both EIES time charges and your connection to New Jersey via 
TELENET or UNINET.) A typical connection to send a short message
will last 2 minutes and cost less than the cost of air mail. 
Generally the cost of sending messages internationally is one 
tenth the cost of sending the same message by Telex. 

The international telecommunications networks of TELENET,
 
TYMENET (via switch to TELENET), and UNINET access the CARINET
 
main computer in New Jersey. These low-cost data relay networks
 
are called "Packet-Switched Networks," because they "package" 
your transmission into little packages of data and "switch" it up 
to the international satellite networks. Your message might take 
one or two minutes to send from your computer, but since your 
message is packaged or condensed by packet. switching, it goes 
over the satellite in just seconds, saving you satellite cost
 
time.
 

As of October 1, 1984 the following are countries from which
 
you can access packet switching locally: 

Argentina 

Australia 

Austria 

Bahamas 

Bahrain 

Barbados 

Belgium 

Bermuda 

Brazil 

Canada 

Chile 

Colombia 

Costa Rica 

Denmark 

Dominican Republic 

Finland 

France 

French Antilles 


Gabon 

Germany 

Guam 

Hong Kong 

Hungary 

Ireland 

Israel 

Italy 

Ivory Coast 

Japan 

Korea 

Kuwait 

Luxembourg 

Mexico 

Netherlands 

New Zealand 

Nicaragua 

Norway 


Panama
 
Philippines
 
Portugal
 
Puerto Rico
 
Qutar
 
Saudi Arabia
 
Singapore
 
South Africa
 
Spain
 
Sweden
 
Switzerland
 
Taiwan
 
Thailand
 
Trinidad & Tobago
 
United Arab Emirates
 
United Kingdom
 
United States
 
Virgin Islands
 

The number of countries is growing. Soon to be added are 
Jamaica, Hondorus, Egypt, and Kenya. 
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In countries that do not have local packet switching access,
you can call either TELENET or UNINET at the closest U.S.location or 
call the closest 
country with packet switching after
 
you get a friend in that country to take out an account with the 
telephone 
company in that country.
 

Sometimes when you call long distance from a developingcountry, you may get conhected to CARINET but find no response on 
your terminal. This is 
usually because there is an "echo
suppressor" at the local telephone company. We suggest that you
call your local telephpne comprnyand talk to the datacoi.amnications engineer and ask him to by pass the echo supressor
for you. Alternatively, 
banks and international 
press reports
have made arrangements to by pass the echo suppressor, and theymight let you start out using their lines. Often they are sointerested in CARINET that 
they will be helpful.
 

You can also access 
CARINET via Telex connection to TELENET
but this is more expensive than making a long distance call to

the U.S. to send your message to CARINET since the data
transmission rate 
 is faster via long distance than on Telex.
CARINET messages are approximately one tenth the cost of 
 telexes. 

CARINET uses the most advanced and easy-to-use computerconferencing software 
per price in the world. It is so easy to use that all you really need to remember is: when in doubt,
simply hit the return key on your terminal to get your nextoptions. If you have a question about the option, you can simply

type ? and an explanation will be given. 
If you want to talk
about a problem live while you are on-line with someone whose jobit is to help you, simply type ??? and a one-line message or
question and hit the 
return key, and your question will

immediately print-out on the EIES system monitor's computer
terminal. It is a 
24 -hour-a-day, seven-days-a-week system. 
 It

is designed to be useful immediately for the beginner as well as 
for the advanced international information 
manager.
 

The INITIAL MENU includes:
 

MESSAGES (1)
 
CONFERENCES (2)
 
NOTEBOOKS (3)
 
SPECIAL SYSTEMS (4)
 
DIRECTORY (5)
 
EXPLANATIONS (6)
 
REVIEWS (7)
 
COMPOSITION (8)
 
MONITORING (9)
 

1. MESSAGES are sent just 
like standard electronic mail to a
specific CAKRINET member, other EIES members (of which there areabout 2,100), or through a special command to one of 56,000
members in other electronic mail systems that connect to EIES.You can send a message to one or many people by separating each
account number by a comma (e.g. to send to PfP, Carinet, 
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Solidarios type 531,370,363). If 
you want to send your message

to the entire group of CARINET members then send it to 53.Fifty-three is the number for reaching all members with onemessage. The cost is the same as if you had sent your message tojust one amember. Items for discussion among all members should
not be sent as a group message to 53 but as a conference commentto CARINET Group Conference 53. For example, if you aretraveling to Jamaica and you wanted everyone to know, then youwould send a group message, but if you 
were making a suggestion
for .CARINET services to be discussed by all, then it would be
better to put it in the Conference 53 record. 

A message is a 
private exchange of text. Messages are not
permanent items. EIES can store up to 30,000 messages (or aboutthree-month's worth) at any given time; afterwards, earlier messages are deleted. They can 
be copied permanently into
conferences or notebooks. If you want to transfer or copymessage later ato someone, use the .g command. To send message
1253 you would type .g 
 m1253, and that message would be retrieved
and sent as part of your message. An example of how your

scratchpad might look like is:
 

i. TEXT
 
2?The following is 
 a copy of a message for you:
3?.g m1253
 
4 ?Hope this is helpful.
 
5?+ 

If three months have passed since you wrote 
M1253, then it would
not be sent. To copy a message that you want kept for more thanthree months, type in the conference 
or notebook scratchpad on a
 new line &<< M1253 and the entire message will be 
kept. Written
confirmations of the delivery of private messages are provided,but not for group messages. Either 
type can be checked with the
+RM command. To see who received your group message M1254, type
+RM 1254. 

2. CONFERENCES are for discussion of issues to arrive at
conclusions. C53 Carinet Group is the general 
conference for all
CARINEI members to discuss how to work together and to explore
development issues. 
C410 Barter Exchange is a conference for
issues about barter, business opportunities, trade, andinvestments. Additional public conferences can be opened at nocharge (they are four-digit numbers), 
but anyone can access

like public conference C1015 about 

them
 
computer conferencing for
developing countries. 
 A private conference can 
be ordered, but


they cost about $35 per month. 

3. NOTEBOOKS 
are not for discussion like 
a conference, but are

for conclusions and storage, like 
a data base, for complete units
of information. 
N53 Carinet 
Data Base 1 is for practical ideas
 or information like 
the basic CARINET description, reports,

approaches to development that are "finished" ideas. 
 Others can
edit your comments if you wish to use it as a work in progress,like writing a proposal among geographically di3persed people. 
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N410 is for 
specific trade, investment, or barter opportunities
and background or specific business 
situations. 
 If you receive a
message, say M1255, from a user in Haiti about a barter optionthat he wants others to know about, you should get N410 by typingeither ++3,410,N or gn4lO,N (N meaning: no you don't want to seea list of all the 
users in the notebook you have just accessed).
CARINET will ask you next for your NOTEBOOK CHOICE? whichat youtype 4 to get into 
what is called the scratchpad. It will printout l.text, and on the next'line it will print 2? Here you enter
&<< M1255 and press the return key theto enter whole message inpermanent storage thein notebook. If you think it needs only tobe in for three months then instead type .g M1255. 

4. SPECIAL SYSTEMS are for you to write ownyour programs. Weare currently exploring the possibility of 
having an electronic
funds transfer program added Specialin Systems for all CARINETusers. A CARINET member would deposit money in a special accountwith PfP for CARINET users to draw from. Let's say you are inThailand and you want 
a document sent that cost $25. 
 You could
send a private message PfPto requesting that it be bought andsent. PfP then responds saying OK, 
but time and postage adds on
anQther $5. If you agree, you would then access the CARINET EFTfor electronic funds transfer in the Special System choice and
transfer 
 $30 from your account to PfP's account. And vice-versa,if PfP needed something done in Thailand that 
the CARINET user
could do, 
then PfP would credit the Thailand account. At anytime, a user can receive a check for the balance of the account
 or add to the account as necessary by sending a check to PfP.
 

Other members in EIES that are not CARINET members havecreated their specialown systems that in many cases you can 
access at no charge.
 

5. DIRECTORY is a *ection that acts like an 
international
advertisement for your work. The EIES Directory provides publicinformation about members and groups using the system so thatpeople can others commonfind with interests. Public informationfor members includes name, nickname, address, telephone, up tofive lines of self-description, and a listing of their group

memberships.
 

You can use up to 24 characters for your name. We recommendthat you use both your name and company: OWEN WRIGLEY/IHAP. Werecommend your nickname be your geographic location like: 
THAILAND.
 

Think of your description as an international advertisement

for your work. State who you are, what you want from CAR INET andwhat you offer CARINET. You should give a more elaborate

description of your work in Notebook 53 since the Directory takes 
only five lines of description.
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In addition, private information is entered that cannot be
accessed by others. 
 Included is your access code (password),
which should be changed from the original code assigned 
to you to
 
protect your private 
access to the system. You can also
establish a pen name for use as an alternative to your signature 
or anonymity in signing items.
 

Enter ?DIRECTORY for more general information, and ?UPDATE
DIRECTORY for instructions on how to make your own entry. It is very important that you enter 
your Directory information, as this
 
is a major means of connecting with others on EIES. 

After having completed your Directory entry, there are anumber of commands available that allow you to change specific
items without rewriting the entire entry: 

COMMAND DESCRIPTION 
 FOR EXPLANATION ENTER
 

+SNAME Changes 
your EIES name ?+SNAME
 
+SNIC Changes your EIES nickname ?+SNIC

+SAC Changes your access code 
 ?+SAC
+SPEN Changes your pen 
name ?+SPEN (see also ?PEN NAM
 

You may also wish to use the Directory to learn who else is on EIES, the interests of specific people, 
the names of others
 
who share your interest, etc.
 

The DIRECTORY CHOICE? 
 menu To receive an explanation

allows you to search members about each 
menu item, you
by: type the correponding words: 

Do you wish to: 
GET ITEMS (1) ?GET DIRECTORY ITEMS
DISPLAY TITLES (2) ?DISPLAY DIRECTORY 

Search/Find by:

NAME PARTS (3) 
 ?SEARCH NAMES
 
FROM-TO-DATES 
 (4) ?SEARCH DATES 
WORD/PHRASE (5) 
 ?SEARCH BY WORDS
 
ZIPCODE 
 (6) ?SEARCH BY ZIPCODE 

6. EXPLANATIONS will give you 
explanations of the elements of
their system. This 
is like your on-line manual and 
tutorial in
which you can explore to find out the many features of EIES at 
your leisure.
 

7. REVIEWS tells you your statistical activity in 
CARINET such
 as how many messages you have sent with how many lines, orconference comments notebookor pages you have on storage. Thisis useful for evaluation purposes.
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8. COMPOSITION is used when you want to send a lot of materialand you are not sure yet what you want to do with itit stored for later but you want use as a message, or conference comment or
notebook page.
 

9. MONITORING is 
used primarily by conference 
or notebook
monitors to add or Itdelete users. is also used 
to monitor
 
billing accounts.
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BASIC COMMANDS
 

The primary choices in the main menu that CARINET members 
use
 are Messages, Conferences, Notebooks, 
and Directory. The
following are the basic commands and things to remember while 
using CARINET: 

+CARINET 	 gets items haveall you not seen in your 
conferences 
and notebooks
 

+TITLES 	 gets all titles of items you have not seen in your
conferences and notebooks
 

++ 	 gets yott (wherever you are in the computer
software) back to Initial Choice 

signs you off the 
system
 

Return Key gives you the next set of choices or the next
logical choice. It also means ycs to a question
like: List those on line (y/n); hitting the 
return key 	will give you that list. 
 WHEN IN
 
DOUBT, HIT THE RETURN KEY.
 

gives you an explanation of your choice at that
 
moment, at 	the place where you 
are.
 

?TELENET 
 will give you an explanation of TELENET. Any time
 
a term needs an explanation you can simply type ?

followed by 
the term you want explained.
 

?? 	 does the same as ? but more so. 

??. 	 allows a one-line question to be sent live to a 
person on EIES who will try to help you. 

???531 	 followed by a one-line message will go live to
 
account 531 if 531 is on-line. If 531 is not on
line when you send the one-liner, it will print 
out the next time he is on.
 

erases your scratchpad.
 

/mistake/correction/ 
 edits the scratchpad from 
your "mistake"
 
to your "correction". 

prints-out 	 what have inyou put your scratchpad to 
check before sending the message, as it will appear
 
in the message.
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+ 	 ends the specific input activity you were doing

and moves you one step out of where you were in 
the program, like sending a message or updating 
your directory. But the + must be puc at the
beginning of a new line; otherwise the computer
will take the 
+ as part of your input.
 

++LINK links 
you live to another person currently on
line. It saves 
you from typing the ??? each time
 
as explained above. 
 To 	link with 531, type

++link531 and hit the return key. EIES will come
back on the next line with the ???531:? setup for 
you. You then type 
right after the ? with no
 
space the one-liner you want 
to 	send live to 531.

If 	 you didn't finish it all on that line, press
the return and the ???531:? aill automatically
print out on the next line for yoL to continue. 
The +LINK conirr'nd saves you from typing the ???
 
each time.
 

EIES is accessed by: 

1) 	direct phone call 
to 	the computer;

2) 	 calling TELENET (in the U.S.$9.50/hour during working hours,


$3/hour after 
 6:00 p.m. and on weekends); and

3) 	 calling UNINET (in the U.S. $7/hour any time). Hence, werecommend that you access Carinet via UNINET during working


hours and via TELENET after 6:00 p.m. and on weekends in the
U.S. Overseas the TELENET, TYMENET, or 
UNINET rates vary

from country to country. 

On 	 the .ollowing pages 'are samples of commands and usage of
CARINET showing what the computer does and what you do to send messages, access conferences, and 
search a notebook.
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How to get on 


CARINET 


You need to have a 

modem-and a direct

connection to the 

phone lines, or an 

accoustic coupler. 


You also must know
how to use your 


computer's 
communication
 
software in order 
to access CARINET.
 

Once the above is 


accomplished, use 

your software to

call your local 

UNINET or TELENET
 
number. When they
 
answer, you will 

see on your screen. 


YOUR 

COMPUTER 


7 

They 

say: 

TELENET 

202 8A 

TERMINAL= 

@ 

You 

enter: 

Hit return 
key 

C 20125 

They 

say: 

Name or 
number: 

CHOICE: 

L? Return.Return 

uninet pad 
25c0 port 02 

service: eie 

TELENET 

OR 
UNINET 

EIES 

You
 

enter:
 

Your name or
 
nickname or
 
account
 

number, then
 a comma, then
 
yourma ssword
 

Choose what
 

you want to 
do!
 



---- -- -- -------- -- -------------------- - - -- -- -- -- -- --

HOW TO GET ON CARINET
 

WHAT YOUR COMPUTER SAYS: 
 WHAT YOU DO:
 

Call closest Uninet or Telenet
 
number. Put your telephone in the 
accoustic coupler when you hear
 
the tone. When your computer
 
indicates it is connected, follow
 
the directions below.
 

If Telenet then it
 

will print out: 

TELENET
 

202 8A (depending where 
you are)
 

TERMINAL = Press RETURN
 

-@ C 20125 

Name or # Type your name or nickname or
 
account number.
 

If Uninet then it
 
will print out:
 

L? 
 Press RETURN.RETURN
 

uninet pad 25c1 port 03
 

service: EIE 

Name or # 
 Type your name or nickname or
 
account number.
 

CODE ********** Type your password.
 

NJIT Electronic Information
 
Exchange
 

System
 

LIST THOSE ON LINE (YIN)? Y if you want to see who, like 
yourself, is on EIES at this
 
moment, N if you do not.
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INITIAL CHOICE? 
 At this 
point you can do everal
 
things for example:
 
2,53,N This means you are
 

accessing a conference
 
by indicating 2 at
 
Initial Choice.
 

separates the commands
 

53 
 Carinet Conference.
 
number
 

N 	 No, you don't want to
 
get a list of all the
 
users of the Conference.
 

(Alternatively, you 
can
 
get the same by typing 
GC53,N where G means get 
and C means Conference.)
 

(To get list of options

available to you at INITIAL
 
CHOICE, press RETURN.)
 

CONFERENCE 	53 CARINET
 

1 ITEM WAITING
 

Accept above communication
 
(Y/N) 
 Y to get conference comment 

that was made since you 
were last in this conference, 

the conference comment
 
will print out and
 
then ask you:
 

CONFERENCE 	CHOICE? 
 4 	 if you want to add a comment
 

to the conference.
 

Entering Scratchpad:
 

1.Text
 

2.? 	 Add your comment. When you are
 
finished, press the RETURN key 
to

get a new ine and type + to let 
the computer know you are 
finished.
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ASSOCIATED COMMENT (#)? 
 If you are answering Conference
 
comment number 22, then type 22 
and RETURN.
 

TITLE (WORD/PHRASE)? 
 In case you want to Search, to
 
retrieve your comment at a later
 
date, enter 
any key word or words
 
that you might remember.


Prints out associated 
comment number and
 
your title, then asks
 
if it is OK to Add? 
 Y will add to the Conference.
 

CONFERENCE CHOICE? 
 If you are finished with Conf. 53
 
and want to check Notebook 53,
 
then type:
 

++ to get to initial 
choice and out of the 
conference mode. 

3 for notebooks.
 

to separate commands. 

53 for notebook number.
 

N No, you don't want to 
see a printout of the
 
users.
 

In other words you type ++3,53,N 
or ++G N53,N
 

NOTEBOOK 53 CARINET
 

Notebook Choice? 
 If you wanted to Search for
 
anything having to do with, say 
Palm Oil, you would first type 3
 
for SEARCH CHOICE. 
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SEARCH CHOICE? 

Search by:
 

Number/Names (1) 
Status/Type (2) 
Combinations (3)
From-to-Dates (4)
Words/Phrases (5) 
Associations (6) 
Sequences (7) 


Display structure of: 


Keys (8) 
Associations (9) 
Sequences (10) 

SEARCH CHOICE? 

Entering Scratchpad:
 

1.text
 

2.? 

To whom (name/#) 

Associated message 

(#/RC=none)? 


If you are not sure what the 
choices 
are, Fiess RETURN.
 

If you want to search for the 
phrase Palm Oil, then you type 

3,Palm Oil
 
and the notebook page numbers which
 
match "Palm Oil" will print out. 
When it asks if you want to do a 
nested search, just hit RETURN. It 
will then ask if you want it
 
printed out, 
or just the titles.
 
Type Y and it prints out the text

about Palm Oil.
 

If you want to communicate with 
the author about his Palm Oil
 
item, then type ++1,4 
 or ++CM (++
to get you out of the search mode 
in N53 to INITIAL CHOICE, I for
Messages and 4 for Compose/Submit 
or CM for Compose Message) and 
press RETURN. 

Enter your message to the author 
of the Palm Oil Item. When 
finished, press Return to get a new 
line and type + at the beginning

of the new line to let CARINET
 
know you are finished, and as
 
always when finished giving a
 
command, press the Return key.
 

Type the name of the author of the
 
item exactly as was shown 
 in the 
notebook page or type his 
account
 
number.
 

If you are answering a specific
 
message, type that number, if not
 
press RETURN.
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Title (word/phrase)? 


OK to send (Y/N)? 


Message Choice? 


No messages waiting
 

Your Name (Nickname, 789)

off at 5/28/84 11:10 am 


Used: 
 $1.23 


Time used: 0.06 

Cumulative: 8:17 

Give your message a key word or
 
words so that you can retrieve it
 
later by a key word search.
 

If OK, then type Y. It will ask 
you next if it is OK to erase the
 
scratchpad. Answer yes, it is OK
 
since it is saved once you said it
 
was 
OK to send (for both you and
 
him). If you didn't say yes to 
erase scratchpad, then this 
message text will remain in your
scratchpad. So you can answer yes
 
to both 

typing 


Carinet 


questions at once by
 
y~y and press RETURN.
 

will always ask you the
 
next step in mode you were in. 
So even though you finished
 
sending your message, it will ask
 
if you want another. If you have
 
finished your work and you want to 
sign off, type -

lets you know if y.ou have any 
new messages while you 
were on
line. 

tells you your cost for this 
usage.
 

tells you that you used six 
minutes.
 

tells you that you have used a 
total of 8 hours and 17 minutes on 
your CARINET account. 

SPECIAL NOTE:
 

Once you become familiar with the commands, you can guess ahead 
or an-wer ahead to save time by stringing commands together with commas. For example, you could at the sign-on point, respond toseveral questions at one time by seperating the commands by a 
comma:
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__ 

At Name or 
#, type: Name, Code,N,2,53,N
 

This would sign you (and
on 
 not list people on-line presently),
take you 
to Carinet Conference 
53, and not list its members.
is possible to take care 
It 

of most of your business by stringingcommands and get off in one or two minutes, thus reducing yourinternational information management costs. 
 You can also sign on
with your Name,Code,N,TITLES 
 which would sign you on, skip
listing those on-line, and get all titles 
of new entries for you.
 

QUICK SUMMARY
 

Computer 
 You
 

Telenet 
 Dial Telenet, when connected
 
RETURN RETURN
 

Terminal 
 RETURN
 

@ 
 C 20125
 

Name or # 
 #, password
 

List those on line? 
 Y or N
 

Accept above communications? 
 Y
 

Initial Choice? 
 TITLES
 

Accept above comments? 
 Y
 

Conference choice? ++1,4
 

Entering Scratchpad
 

1.text
 

2? 
 Send message end with 
+ on new line
 

Message Choice? 


Signs off 
 Hang up your telephone and turn off
 
your computer.
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International Professional 
Services via CARINET
 

If you are in 'ne country and 	need work done in anothercountry, you can 
use 
CARINET. For example, you might want a

series of meetings set up and confirmed with those necessary for
 some development project. You 	could send a message to the

CARINET member in the country in which you wish to hold yourmeetings. If that person agrees, 
he can help find the right

people for 	you to meet and confirm your schedule in advance viaCARINET. It would be like 
having temporary international
 
offices. You would pay the CARINET member for those services at 
the following suggested schedule: 

CATEGORY OF SERVICE 
 CLIENT CATEGORY
 

SMALL MEDIUM LARGE 

A. 	 Non-professional, messages, 
letters, airport pickup. 
 $ 5 7 10 

B. 	 Semi-professional, banking,
 
purchasing, travel arrangements,

shipping. 
 10 14 30 

C. 	 Professional, Consulting,
 
Research, Negotiations. 15 28 50
 

User category "Small" is 
national development foundations,

small business associations, agricultuial cooperatives. 
 "Medium"
 
is Chamber of Commerces, Solidarios, PfP, and other such
development institutions. "Large" is donor institutions 
such as
World Bank, IDB, USAID, as well as private corporations. The

hourly charges are 
listed above for PfP International; however,

each CARINET member can have their rates.own Hourly costs for 
category A and B should be less in Haiti or 
Malawi.
 

Our 	 formula would be hours + expensess (including CARINETcosts) + Overhead and Fee = Price. There is no minimum hourly
charge for category A ans sometimes B, but there is a minimum of 
one hour for C. PfP's overhead is 24.23% and fee is 6%. 

Advertisements in CARINET placed by people who are 	 notmembers of CARINET cost $25 (such commentas 	 14 in the CARINET
Conference 53). Business opportunities can also be matched in
OPIC's data bank by CARINET, if they follow the format explained
in Conference 53 Comment 20. 

You 	 can put a deposit in PfP's bank account in Washington andelectronically transfer 
funds to 	 such
speed up transactions if
 you 	wish. For example, if you wanted work done in 
the 	Dominican
 
Republic by CARINET member 316 which costs 
$100, you could credit
316's credit line by $100 and yourdebit account via CARINET by
$100.
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Current members of 
CARINET as of 
May 2, 1985 include:
 

1. Jerry Pantin/Trinidad & Tobago 
 (209)
2. Pat/Charles/Nrdf/St. 
Lucia (215)
 
3. Trabart Int'l (Carib.Basin, 238)
4. League for Int'l Food Education (LIFE, 243)

5. Foster Parents Plan Int'l 
 (SandySanders, 264)
6. Manuel Cuellar NDF/B (Belize, 271)

7. Int'l Development Research Centre 
 (IDRC, 291)
8. Criss Juliard/USAID (Haiti, 316)
 
9. Owen Wrigley/IHAP (Thailand, 325)


10. John Schiller/PfP (Togo, 340)

11. 
 FLA. Assoc. of Voluntary Agencies (FAVA, 362)
12. 
 Enrique Fernandez/Dominican Republic 
 (SOLIDARIOS, 363)

13. PfP/Washington (CARINET, 370)
14. J. Frank Post/National 
Tech. Info. Service (NTIS,386)

15. Rick Morren/PfP (Miami, 410)

16. Trinidad/Tobago Telco. 
 (T T. TELCO, 513)

17. Jerome C. Glenn/CARINET Manager 
 (PfP, 531)
18. Direct 
Info. Systems/Curacao (Willemstad, 532)
19. Agribpsiness Council 
 (New York, 547)
20. Alex Brown/PfP (Burkina Faso, 
552)

21. Gary Garriott/Arlington, VA 
 (VITA, 568)

22. Caribbean Trip (Rippey, 578)

23. Gene Mc Avoy/Small Farmer Assoc./PfP 
 (Jamaica, 653)
24. William Hatfield (Wm, 686)
25. Micro Computer Clearinghouse/Thunder & Associates 
(T&A, 702)

26. Anita Bully/NDFD (Dominica, 716)

27. Kim G. Glenn (Philippines, 883)

28. American Chamber of 
Commerce (Dom Republic, 1199)
29. Antilean Courier Service 
 (1258)
 
30. Aries International (Diversified, 1260)
31. ARCO Research Center (Middleton, 1282)

32. America's Development Foundation 
 (ADF, 1324)
33. A.J. Kozlowski/Int'l Council of 
Vol. Agencies (Geneva, 1409)
34. Alvaro Sanchez/ IICA/OAS Headquarters

35. Ahmed Abou-Bakr/Pfp (Egypt, 1646)

36. Barry Brogan (AMEZ, 1652)

37. Flint Electronics (FLINT, 1658)

38. Samuel Bern/Panama (Sami/GTA, 1790)

39. Eireann M. Carroll 
 (erin@ntis, 1791)

40. John W. Hounsell (jwh, 1792)

41. Kathy Dalton (Grenada, 1826)

42. Peewee Culaton/PfP (Manila, 2002)

43. A.T. International (ATI, 2508)

44. Freshnet (2511)
 

(ALVARO, 1462)
 

And two that access 
CARINET's general conference that have EIES
 
accounts 
on their own include:
 

45. The National Academy of 
Science (Boston, 208)

46. The World Future Society (803)
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Statistics for CARINET 53
 

LAST MONTH 
 TOTAL AS OF IST
ITEMS/LINES ITEMS/LINES 
 ITEMS/LINES ITEMS/LINES

COMPOSED RECEIVED COMPOSED RECEIVED 

MESSAGES 
Private: 294/6191 
 359/6714 
 4565/75123 6108/103980
 

GROUP MESSAGES
 
Within: 0/0 
 8/31 79/779 1090/12748
Outside: 
 0/0 31/685 
 7/174 522/10931
 

CONFERENCES 
Private: 
 3/99 60/1169 202/2839 2526/38948

Public: 1/125 
 80/1002 48/1001 1242/19603
 

NOTEBOOKS
 
Private: 1/23 
 1/23 184/4721 565/11861

Public: 0/0 0/0 
 0/0 1/8
 

MISCELLANEOUS
 

LAST MONTH TOTAL AS OF IST-Total number of times on: 
 581 
 8324

Total hours & minutes of use: 
 56:47 1240:10

Total private message addresses: 
 384 6639
 

REVIEW CHOICE?8
 

System Statistics
 

LAST MONTH CUMULATIVE TOTAL AS OF 1ST
ITEMS/LINES ITEMS/LINES ITEMS/LINES ITEMS/LINES
COMPOSED RECEIVED 
 COMPOSED RECEIVED
 

MESSAGES 
Private: 9878/231079 15514/391027 59006084/6937490 889301/13902092
Group: 227/3227 5212/87979 
 17518/187913 334811/4165345
 

CONFERENCES
 
Group: 198/3312 3485/68835 24018/400279 439910/7576977

Private: 1376/32772 35907/953146 
 84806/1476524 1073034/21644895

Public: 1854/41289 
 44252/839945 39532/739882 1067561/18626862
 

NOTEBOOKS
 
Group: 65/2769 
 548/38097 7066/121925 17434/486290

Private: 395/18526 440/18138 43275/1349257 59730/17790S7

Public: 138/11276 1111/88058 
 7162/365818 30196/1524112
 

MISCELLANEOUS
 
LAST MONTH TOTAL AS OF 1ST
Total number of times on 
 22863 1107287
Total hours & minutes of use 
 8089:10 380748:55


Total private message addressees 15721 
 885838
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PRESIDENTIAL DECREE ORGANIZING THE 

FEDERATION OF EGYPTIAN INDUSTRIES 

Published in the Official Gazette, Issue 12, May 29, 1958.
 

Article 1: Industiial chambers formd in accordance with Law no. 21
 

of 1958 shall have a Federation of Industries with the Egyptian region.
 

Article 2: Such Federation shall handle the joint welfare of those
 

responsible for Egyptian industry and shall coordinate the functions of
 

industrial chambers and industrial regional councils.
 

Article 3: The Headquarters of the Federation shall be Cairo.
 

Article 4: The Federation shall have a General Assembly and a Board.
 

Article 5: The General Assembly shall be formed of the following:
 

1. Representatives dlected by industrial chambers from within
 

members.
 

2. Four members representing the Ministry of Industry.
 

Article 6: The Board shall call the General Assembly to meet in Cairo
 

during the first six months of the year, for reviewing its reports and
 

those of controllers, for the purpose of reviewing its financial statements
 

for the previous year and discussing other agenda items. The Assembly may
 

have an ad hoc meeting at the request of the Board or controllers, or if
 

required by one third of its members. The Minister of Industry shall
 

also have the right to call such meetings.
 

Article 7: The call for a meeting shall be forwarded with a respective
 

agenda three days in advance of meeting.
 

Article 8: Decisions shall be effected by majority voting.
 

Article 9: The Board of the Federation shall consist of 2i members.
 

The General Assembly shall elect two thirds of members. The other
 

third shall be assigned by the Minister of Industry. Membership shall
 

be for three years, to be renewed.
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The Board Director shall be assigned by the Minister and shall
 

be from within the members. The Board Director shall summon the meetings.
 

At least one third of memebrship shall be for Egyptian nationals. Quorums
 

shall be not less than seven members including the Ministry's representative.
 

The Board Director shall refer decisions to. the Minister of his Under

secretary. Decisions shall not be execuited without the Minister's
 

approval.
 

Article 10: The Office of the Federation shall consist of the Director,
 

Manager and three members to be elected by the Board from within its
 

members by secret ballot.
 

Article 11: The Office shall summon at the request of the Director and
 

shall perform the following:
 

1. Study of issues referred to the Board and communcating with
 

responsible authorities in this connection.
 

2. Supervision of the smooth running of the Federation.
 

3. Taking decisions related to membership.
 

4. Preparation of financial statements.
 

5. Undertaking all other responsibilities not within the
 

framework of the General Assembly.
 

Article 12: The Board shall assign a manager who shall have the
 

responsibilities referred to in Law No. 32 of 1957.
 

Article 13: The Manager shall be notified by industrial chambers of
 

all meetings to be summoned. Also he shall be supplied with agenda
 

and decisions taken by the chambers, He shall also have the right to
 

attend such meetings.
 

Article 14: The Manager shall have the right to refer the above issues
 

to the office which shall have the right to review chamber decisions if
 

contradicting to the public welfare and to forward a report in this con

nection to the Minister of Industry.
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Article 15: Financing of the Federation:
 

1. Membership fees.
 

2. Donations and contributions accepted by the Board.
 

3. Revenue of real estate.
 

4. Governmental contributions.
 

GENERAL RULES
 

Article 16: The Minister shall have the right to dissolve the Board
 

if it contradicts Law no. 31 of 1958 and can be re-organized within
 

six months. Also it can be dissolved by at least 2/3 bote of the
 

General Assembly, after the approval of the Minister. Until the form

ation of a new Board, the Minister shall have the right to form a
 

committee of industrial businessmen to carry out functions of the
 

dissolved Board.
 

Article 17: The Ministry's representative shall ensure that the
 

Federation abide by all laws and rules and shall have the right to
 

examine the Federation's aounts and minutes of General Assembly
 

meetings.
 

Article 18: This decree shall be issued in the Official Gazette and
 

shall come into effect on publication.
 

Issued 24 May 1958
 

GAMAL ABDEL NASSER
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PRESIDENTIAL DECREE ESTABLISHING
 

INDUSTRIAL CHAMBERS
 

Published in the Official Gazette - Issue No. 12 of 29 May 195F.
 

Article 1: Chambers shall be formed for certain industries to be
 

defined by the Minister of Industry and shall be considered public
 

organizations. The Chambers may form branches within important
 

industrial regions.
 

Article 2: The above Chimbers shall work for the welfare of their
 

members and shall represent them with public authorities. They shall
 

also assist such authorities in the development, promotion and
 

lessening the costs of production.
 

Article 3: ivery industrial establishment with a capital of r.t less
 

than LE 50,000 and employing a minimum of 25 workers must join the
 

respective Chamber.
 

Article 4: The industrial chambers shall abide by the basic regulations
 

sanctioned by tha Minister.
 

Article 5: Each Chamber shall have a Board to be formed every three
 

years by ministerial decree. Two thirds of such Board shall be elected
 

by industrial establishments affiliated to the Chamber.
 

Article 6: The above members shall be elected as follows:
 

1. Nominations shall be made at least two months prior to termination
 

of Board period. Nominations shall be accepted two weeks from the
 

date of notification.
 

2. Nominees shall submit written applications to the Federation.
 

3. At the closing date of nominations, the Federation shall notify
 

affiliated establishments with names of nominees and their respective
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organizations, as well as nationality, age of members and place 

and timing for elections. The period between notification and 

election should not exceed fifteen days. 

4. 	 Representatives of Chamber affiliated establishments shall meet 

at the determined time and location and elections shall be made by 

secret ballot in the attendance of a representative from the Quality 

Control Organization and the Federation. Each establishment shall
 

have one representative who shall he-te only one vote.
 

5. 	The Federatinn shall notify the Ministry of Industry of election
 

results followin, day at the latest. 

Article 7: Each Chamber shall have a manager to be appointed by the 

Chamber's Board. 

Article 8 : The Chamber's Board and manager shall run the operation 

of the Chamber inaccordance with Law no. 32 of 1957 pertaining to 

public organizations. 

The Minister of Industry has the right to object to any decisions
 

taken by the Chambers' Boards within one week from date of issue.
 

However, decisions can be implemented by majority voting of 3/4 of
 

Board members.
 

Article 9: Decisions shall be taken by majority voting of attending
 

members.
 

Article 10: The Minister of Industry shall appoint one or mort;
 

representatives who shall be invited to the Chamber's Board meetings.
 

The representative shall participate indiscussions but shall not have a
 

vote indecisions. He shall have the right to review the Chamber's
 

accounts and minutes of meetings.
 



Article 11: The Minister of Industry shall have the right to request
 

the Chamber to study any issue referred by him or to include any
 

agenda item falling within its specia..tation.
 

Article 12: Financing of the Chamber shall be as follows:
 

1. Fees collected from members.
 

2. Governmental contributions.
 

3. Donations and gifts, only to be accepted by ministerial decree.
 

4. Revenues collected from respective real estate.
 

Article 13: Membership fees shall be determined through the Chamber's
 

Board, taking into account capital and number of workers.
 

Article 14: The Chzmber shall have a separate balance sheet starting
 

from th fiscal year July ist and ending 30 June of the following year.
 

Article 15: The Chamber shall refer its statement of accounts for the
 

preceding fiscal year to the Minister for his approval.
 

Article 16: In the event of violating any rules or regulations, the
 

Minister shall have the right to dissolve the Board, and the new
 

Board shall be formed within one month from the date of dissolving 

the preceding Board.
 

Article 17: The Chamber may terminate its functions by the approval of 

3/5 of members, to be approved by the Minister. 

Article 18: On final termination of Chamber's activities, all funds 

thereof shall be transferred to the nearest similar activity chamber,
 

by ministerial decree.
 

Article 19: The name of the Chamber shall not be called on for
 

any industry not lying within industrial establishments in
 

accordance with the rules of this decree.
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Article 20: The fund,- of current industri.al chambers shall be 

transferred to new chambers which shall replace them with all 

rights and obligations.
 

Article 21: The Minister of Industry shall implement this decree
 

and shall issue any necessary decisions for implementation thereof.
 

Issued 24 May 1958
 

GAMAL ABDEL NASSER
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Internal Regulations for 

Industrial Foodstuffs 

The attached basic regulations for industrial chambers 

complement respective internal regulatioits. 

Industrial establishments involved inthe following shall 

be considered members of the Chamber: 

Food conservation, dairy production, cigarettes and tobacco, dis

tillery, sugar and confection, beverages, refrigeration and 

cooling, oil industry and respective by-products. 

The Chamber shall have a special register of membership 

including the following data related to each industrial establishment:
 

(capital, labor, production capacity, etc.)
 

Enrollment inor amendment of the register shall be effected 

by a written request from the establishment. The Board of the Chamber 

shall decide membership on the basis of labor or capital criteria. 

Where an establishment shall be unable to pay membership fees, 

itmay request the Board Director for decrease or exemption thereof 

accompanied by justifications and related documents. Fees shall be 

collected during the months of July, August and September. 

FOFPMATION OF THE OFFICE 

The Office shall ba formed of the following: Board Director
 

his deputy, in addition to members not less than thre and not 

exceeding five, as well as the Chamber's director. The period
 

shall be the same as that of the Board.
 



The Chamber's Board shall decide, on the basis of its studies,
 

the formation of one or more divisions to study issues and problems
 

related to any industry devoid of specialization or integrity. Such
 

division shall study problems related to industries which it
 

represents as well as other issues referred by the Board.
 

The Secretary of the division shall notify the Chamber's
 

Director, within two days, of decisions taken, who in turn shall
 

refer such decisions to the Board in its first meeting for review.
 

The Board shall have the right to approve decisions or request
 

review thereof.
 

Formation of Sub-Conmittees
 

The Board shall have the right, to form from within its 

members, ad hoc or permanent comittees for the study or follow 

up of any pressing issue. 

Penalties 

The Board shall have the right to form a conmittee to 

investigate any matters related to Board membera or any officiai 

responsible for an industrial establishment and being a member of 

the Chamber. 

The Board shall have the right to effect the following 

penalties:
 

1. Warning 

2. Reproach 

3. Deprivation of membership rights. 
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