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Institutional Reform of Economic Legislation in Egypt

Abstract

The relationship between inditutiond and economic reform has dominated the fidd of
development research since the 1990s. However, there is unclarity on the sgnificance of reform
of inditutions of legidation and representation (whether in the form of interest groups or other
cvil society organizations). Smilarly, there is unclarity regarding the sequence of reform of such
inditutions. There are, for example, four unresolved contentions about inditutiona reform. (1) If
economic reform partly means economic legidation, is it necessary to reform paliament even
when economic legidation is manly done by the executive? (2) If economic reform requires
efficient alocation of resources, is it necessary to srengthen specid interest groups and increase
societa  representation/participation, running the risk of increesing dientdigtic lobbying? (3) If
one is to answer both quedtions pogtively, how should the reformation of the inditution of
parliament and that of interest representation happen and (4) in which sequence?

This dudy focuses on the indtitutiona environment of economic law-making in Egypt in
a decade of intendve economic reform. It highlights the phases that characterized the
relationship between economic reform and economic legidation, uncovers the macro-politica
factors that influence the inditution of legidaion, and unravels the inditutiond weskness
embedded in the informationd base of legidation.

The argument is that economic legidation involves an intricate process of judgement.
This process of judgement may require redundant channeds of information processng and
opinionrmeking that go beyond a liner and sImple expert-executive reationship. Hence, the
inditutiond reform of paliament and of interest representation become necessary even in
politico-economic systems where the executive is dominant.

This sudy relies on andyses of parliamentary discussons of nine mgor economic laws
between 1989 & 1997 as wel as on opinion surveys and extensve interviews with
parliamentarians and interest group representatives.
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Kurzfassung

Sait den Oer Jahren ig das Verhditnis von inditutiondlen zu 6konomischen Reformen
zentrder Untersuchungsgegenstand  der Entwicklungsforschung.  Doch  noch  immer  ig  die
Bedeutung von  inditutiondlen  Reformen  der Legidative und  nicht-Saatlichen
Vetreungsanrichtungen — s& es in de Form von Interessensgruppen  oder  anderen
Organistionen der Zivilgesdlschaft — nicht eindeutig geklat. Zugleich besteht  Unklarheit
hingchtlich der zatlichen Abfolge solcher inditutiondlen Reformen. Es exidieren zum Bespid
vir Themen zur Debatte beziiglich der Reform von Inditutionen. (1) Wenn o6konomische
Reformen zumindest tellweise auch okonomische Gesatzgebung bedeuten, i€ es dann
notwendig, das Parlament zu reformieren, sdbst wenn die Gesetzgebung vornehmlich durch die
Exekutive efolgt? (2) Wenn okonomische Reformen die effiziente Vertellung von Ressourcen
eforderlich macht, is es dann notwendig, bestimmte Interessensgruppen zu dérken und die
gedlIschaftliche Vertretung/Betelligung zu fordern, auch wenn die Gefahr bestiinde, dass wir
dadurch klientelistische Lobbyisten férdern? (3) Wenn beide Fragen bgaht werden, wie sollte
die Reform der Indtitution des Parlaments und die der Interessensvertretung geschehen und (4) in
welcher Reihenfolge?

Diee Sudie konzentrit dch auf die inditutiondlen  Bedingungen  der
Wirtschaftsgesetzgebung  in- Agypten  in - e@nem  Jehrzehnt  intensiver  Wirtschaftsreform. Sie
beleuchtet Phasen, die durch das Verhdltnis zwischen wirtschaftlicher Reform und 6konomischer
Gesetzgebung charakterisert sind, erkundet die makro-politischen Faktoren, die die Inditutionen
der Legidativen beanflussen und entlarvt die inditutiondle Schwéche, die der Informationsbass
der Gesetzgebung zu Eigen idt.

Es wird agumentiet, dass die 0©konomische Gesetzgebung enem komplizierten
Urteilsprozess  einhergent.  Diesr  Urtellgprozess  kann  redundante Kande  der
Informationsverarbaitung und Meinungsfihrung erfordern, was Uber ein lineares und einfaches
Experten-Exekutive-Verhdtnis  hinaus geht. Damit  wird die inditutiondle Reform des
Parlaments und der Interessensvertretung sogar in polit-dkonomischen Systemen notwendig, in
denen die Exekutive dominiert.

Diese Studie baset auf Andysen der palamentarischen Diskussonen Uber neun
grundiegende Wirtschaftsgesetze zwischen 1989 und 1997, sowie auf Menungsumfragen und
umfangreichen Interviews mit Parlamentariern und Vertretern von Interessensgruppen.
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1 Introduction ?

The rdationship between inditutiona and economic reform has dominated the fidd of
development research since the 1990s. However, there is grest unclarity on the impact and
sequence of reform of some inditutions. The legidature, specid interest groups, and civil society
organizations ae among those uncler inditutiond aenas of reform. How dggnificant is
legidaive reform for economic peformance? What is the impact of such reform, in which
direction, and in which sequence should it be reformed? Are drong civil society and specid
interest representation good or bad for economic reform? When are they needed?

There is an issue of contention between reforming the executive and the legidaure in
countries where the executive has been dominant. Mancur Olson and others indst that the best
political conditions for economic peformance are rule of law, secure property rights, well-
enforced contracts, and predictable succession via eections or a secure autocrat. Though the first
three conditions point towards the dgnificance of the rule-making inditution, Olson focuses on
the chief executive officer, preferring a strong dected executive or a sable autocrat who has the
generd interest of dl his tax payers in mind (Olson 1997, p. 50-63). Economists spesk of
executive insulation (World Development Report, 1997, p. 117). The reason for this preference
isclear inthe minds of severd scholars:

“ democracies...might be less well equipped than autocracies to implement policy reform because of the
blocking power of vested interests” (Clague et a, 1997, p. 95).

Furthermore, a strong executive cannot be avoided, argues Clague, Olson and others, for

“ economic reform leads to an increase in the power of the executive branch of the government” (Clague et a
1997, p. 95).

This speaks, therefore, for the priority of indtitutional reform of the executive. It appears
that some scholars tak of rule of law and mean law made and executed by a strong executive.
Olson and Clague constructed a hypothetica case to argue that even a strong autocrat will have a
wise economic policy because he will rationdly be enticed to guarantee himsdf a sound and
hedlthy overdl tax base (Olson, 1993, p. 567-576 & 1996, p. 72-96; Clague, 1997, p. 114). That
leaves an open question: What if that tax base conditutes only a smdl fraction of state revenue?
What will be the incentive of the autocrat to pursue a sound economic policy? If one ignores the
legidature, where will the check on policy orientation of the executive come from?

1 Author: Dr. Noha El-Mikawy, ZEF.
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The other issue of contention is that of the drength of civil society organizations and of
vaious interest groups. Olson and others proclam that interest groups are by definition
interested in ther own particularisic interest and that leads to uneven distribution of public
goods and eventudly to in-efficient dlocation of generd resources. For economic performance,
as wdl as for the implementation of economic reform, interest groups are bad news (Olson,
1997; Weede, 1986).

Here one could remind of three main points made by Stephen Haggard in oppostion to
this view. Frdly, averson agang gpecid interet groups and civil society activids is
understandable in systems where such groups have atained a level of drength that blocks
economic reform. But wha about most of the developing countries, in which civil society and
soecid interest groups are dill in the making or have inherited wesk legacies of interest
aggregation and aticulation? Secondly, one might want to diginguish between the phase of
economic reform initiation and that of consolidation. In the former, independence from interest
group pressure may be a pre-requiste. In the latter, a wider support base among various strong
and credible interest representations is needed. Thirdly, insulation of decison makers may not
adways lead to better or more efficient dlocation of resourcesit is more likely to lead to the
arophy of representative inditutions and of the skills of interest aggregation and interest
aticulation, opening the way for more rent-seeking by paticularistic interests (S. Haggard,
1997, p. 125-145).

A third issue of contention is that of the “how to” of inditutiond reform.How much
executive insulation and how much societd participation ae good for economic reform and
consolidation thereof AWhat should / could be done to improve the peformance of societa
representatives, whether in parliament or among interest groups, SO as to support economic
devdlopment?n the case of the legidature, what should be done to increase the influence of
societd voices in the following processes? () hammering out of law bills to make them dear,
generd, consgent and in harmony with the economic reform objectives and with the
conditution; (b) supervisng the execution of laws by various administrative departments;, (C)
approving of genera budget dlocations without endangering budgetary discipline. In the case of
cvil society and specid interest groups, could inditutiona reform best serve economic
deveopment if it tackles the following? (8) the <ill of organization (interest aggregation &
aticulaion); (b) the amount & scope of information avalable for the formulation of postions
(©) the <kill of informaion management and public policy formulaion; (d) the system of
communication with the executive and the legidature.

The sequencing of inditutiond reform is a fourth point of contention. Should one dart
with the inditutiond reform of the executive done or dso of the legidaure? Should the
drengthening of civil society and of specid interest groups accompany or come later than other
kinds of inditutiond reform?
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All these issues of contention are highly rdevant in the Egyptian context. Although Egypt
was among the firg in the region to experiment with economic and politica liberdization in the
mid 1970s, it took her until 1991 to embark on a serious sructural adjustment program
(SAP).Macroeconomic indicators in the 1990s tdl a story of successful economic policy change
towards a new role for the dtate and an empowerment of private enterprise. Reform
consolidation, however, has been hampered by redlient inditutional features that survived the
last 30 years. In this study, we look closaly at the law-making function of the State to analyze the
given inditutiond conditions of legidation and to identify ways of improving its inditutiond
environment. The macro criteria for an improved inditutiond environment of lawv-making have
been conventiondly defined as fair eections and democratic rules of representation. In this study
we identify the macro politica factors that affect the performance of parliament and identify the
changes that occurred over time till the end of the 1990s, with specia reference to economic
legidation (chapters 2, 3 & 4).

Besdes there are micro factors that affect the prospect of inditutional reform of the
legidative process. These are factors within parliament itsdf. As Robert Springborg observed,
the process of enacting legidation into law is:

"narrow and hierarchical, thereby precluding adequate input by stakeholders..." (Springborg, 1999, p. 5)

Also Ibrahim Shihata observed that:

"(W)hat is needed ... are regulations that aim at clearly agreed upon economic and social objectives.... This
obviously requires a large measure of participation in rulemaking" (Shihata, 1999, p. 39).

This is not easly done, for legidation based on wide input from stekeholders requires
law-makers who know how to listen to various voices and how to live in transparent systems.
That is a ill which is often lacking in sysems with authoritarian legecies. Adde from the
averdon of authoritarian rulers to trangparency, trangparency has inherent difficulties related to
the propensty to share & process information (Florini, 1999, p. 6-8). Also the World
Deveopment Report of 1997 underlined some shortcomings in the process of inditutiondizing
trangparency: Not only ae paticipatory mechanisms in nationd lawv-making less frequent.
Participation is not adways representative of the entire population or of dl relevant actors and
groups, and it is often redricted to the areas of service provison and cooperative production on
the loca leve (World Development Report, 1997, p. 110).

That does not mean one should forget about transparency of law-meaking. In the context
of liberdizing authoritarian regimes, the governing dite  undertaking liberdization and
privatizetion confront their public with many new lavs Meanwhile, the participaory
mechaniams of political paties and dections reman ill-suited to ensure participation in the law-
making arena. That is complicated by the weskness of the parliamentary inditution. As a result,
sngle powerful individuas often lobby the executive, who desgns law hills making the process
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of legidaion too excusve and abitrary. Thus this sudy ams to discover the inditutiond
environment in which law is made, in order to explore the posshility to increase participative
trangparency. We use an opinion survey conducted on 107 parliamentarians as well as andyze
paliamentary discussons of nine economic laws, with an eye on the peformance of
busnessmen paliamentarians as trangmitters of economic information and expert opinion
(Chepter 5). To complete the picture of legidation, we look outsde parliament to study the
dructure of information sharing and the influence of some mgor economic dakeholders the
Busnessmen Association, the Federation of Labor Unions, and the Ministry of Manpower
(chapter 6).
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2 The Macro Political Context: Trends in the
Past Two Decades °

2.1 State - Society Relations & Economic Performance

In 1952, the military wanted to graft cultura harmony onto the political structure and that
desire intendfied with the gtate’s domination of the economy. For the military rulers, a one-party
structure was the solution. It offered a consensud notion of populist development based on a
vague notion of a society in unison and harmony. This experiment lasted till 1976.

Between September 1976 & May 1977, Presdent Sadat talked about the need to
encourage private initiative and get rid of a sate mode that sacrificed individua interests (Sedat
gpeeches published in d-Ahram September 17th, 1976 & May 2nd 1977). Sufi Abud Taeb,
Director of Cairo University and later Speaker of Parliament, spoke of a gate that would baance
generd and individud interests, without sacrificing the latter (Dessouki, 1994, p. 86). However,
the polarization of society provoked Sadat to revert to a fatherly image, often sacrificing
individud freedoms.

While the date dite invoked a fatherly image, society remained indifferent. In a study by
the National Center for Sociologicd and Criminologica Studies (NCSCYS) in the early 1980s, the
findings affirmed that the reaionship between ruler and ruled was based on indifference or
avoidance, not on contractud rights. The mgority of the sample were not politicaly engaged,
epecidly those living in urban aress. 60% of the sample, the mgority of which were in urban
areas, did not posses a voting card. Of those who possessed a voting card, 48.8% lived in rurd
areas. Egyptians recognize, so goes the study, that government has disproportionate power that is
used by some for persona interest (Zayed, 1990, p. 81 & 161-162).

Between 1981 & 1990, some responsiveness was introduced in state-society relations.

Controversd law 114 was changed to law 188 dlowing independents to run for
elections outdde paty tickets. However, the redrictive 8% limit, the 48 eectord
digricts, and the mathematica cdculation of proportiona seat digtribution were
retained till 1990.

2 Author: Dr. Noha El-Mikawy, ZEF.
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Paliament was dissolved when the courts ruled that the eectord law was
unconditutional. New €ections were held, bringing three oppostion parties into
parliament; in 1987 they obtained 20% of the seats.

The highest judiciary was explicitly separated from the influence and supervison of
the executive, and top judiciary offices were immune of the executive's hiring and
firing prerogatives. Between 1984 and 1986, measures redricting political
participation were offset by judiciary rulings (Zahran, no date, p. 284-85; Lesch,
1989, p. 87-104).

Economicdly, the dite continued to promise socidist privileges for date employees
and public sector workers until 1989.

Since 1991, there has been an open commitmert to reduce the economic role of the dtate,
dlowing private invesment in banking, insurance,  utilities, ar  trangportation,
telecommunication, while keeping dive a debate on the dsat€’s socid role. However, people’s
indifference and suspicion vis-avis the date has perssted. Two opinion polls conducted in the
1990s revealed such attitude.

El-Fergany conducted interviews with a sample of 1500, al above 15 years of age, in
1995. The sample was interviewed in mgor ralway dations. The mgority (58%) lived in urban
Caro and Alexandria, 16% in lower Egypt, 12% in upper Egypt; only 12% lived in rura aress,
soread equaly between lower and upper Egypt. The mgority got high school & university
education (34% & 37% respectively). By contrast, 11% got below high school education, 6%
could only read and write and 11% were illiterate. The mgority (70%) reported to be working
(El-Fergany, 1995, p. 7). This study registered a drop in the number of respondents who had a
voting card (22% as opposed to 40% in the NCSCS study). This could be attributed to the higher
percentage of urban dwelers in El-Fergany’s sample, rather than a change over time. El-
Fergany’s sudy demondrated a condgderable amount of disenchantment with plurdism in Egypt,
with dightly more respondents disenchanted with the practice (36% of respondents) than with
the principle (32% of respondents (p. 23). However, the difference between those who favored
(53%) and those who disfavored (32%) plurdism was 21 percentage points. The regiond
digribution of opinion in this regard showed a disparity between rura and urban areas those
who were not in favor of plurdism (both in practice and in principle) were higher in urban areas
(El-Fergany 1995, p.23 & 64).

The second study was conducted by the a-Ahram Center for Strategic & Political Studies
(ACSPS). A representative sample of 1300 was drawn from three provinces representing Greater
Caro, Qena & Menufiya, where the latter two represented average development indicators for
upper and lower Egypt according to the human development report of the Nationd Ingtitute for
Panning. The mgority of the sample was literate, with 30% high school graduates, 16%
univergty graduates, 11% with medium education (below high school) and 36% illiterate. Of te

8
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employed (50% of the overdl sample), 23% worked in the civil service, 3% in the public sector,
20% in the private sector, and 4% probably in the informa sector. Consstent with previous
dudies, the ACSPS results manifested a high levd of non-participation. More than 80% of
respondents sad they were neither members of politicd paties nor of any civil society
organization; a gmilar figure sad they never atended any politicd gathering. Only Qena in
Upper Egypt showed a dight lead over Cairo and Menufiyya regarding attendance of politica
gatherings, where more than 10% said they did, compared to around 5% in Caro and less in
Monufiyya. Also a mgority (60%) did not vote in the paliamentary dections of 1995. When
asked why, 34% said because they did not possess a voting card, while 37% said because of the
difficulties of regigering and voting. Only 25.6% said they did not believe in the effectiveness of
expressng thelr opinion via voting. More non-voters lived in Grester Caro (70%) than in
Monufiyyaor Qena (alittle less than 60% for each).

However, the ACSPS study registered a different attitude towards plurdism. When asked
about the best type of rule, dmost 70% said mgority rule and freedom of expresson, whereas
second best type of rue (30% of respondents) was a benevolent Presdential system. There was a
regiond difference in that regard. Although most respondents in dl three provinces preferred a
democratic system to a benevolent presdential system, the highest responses for the former were
in Cairo (76%), followed by Qena and Monufiyya (67% for each). Most of those who chose the
latter were in Qena (31%), followed by Monufiyya (28%) and last by Greater Cairo (19.8%).

Focusng on the date - citizen reationship, the study asked if respondents felt any fear
dedling with the police and the civil bureaucracy. The results manifested, like the study of the
NCSCS in the early 1980s, that 60% of respondents did not fear the bureaucracy, whereas 25%
sad they did. In contragt, opinion on the police was more polarized; 42% feared the police and
48% did not. Messuring date citizen relationship with the indicator “’seeking help in case of
problems insgde a bureaucratic office’’, showed no clear regiona differences. In Qena 46% and
in Greater Cairo 45.6% said they would seek help from the boss of the civil servant with whom
they had trouble; in Monufiyya 38% sad so. This was the most popular solution in dl three
provinces. Whereas in Cairo the second and third most popular solutions were geking hep from
an important acquaintance and bribery, in Qena these were the police and a family member. In
Monufiyya the second solution was an important acquaintance, like in Greater Cairo, and the
third was the court. In dl three provinces seeking help in a rdigious inditution or politica party
came last, preceeded by parliament and media.

Sate society reations therefore have shifted over time from an imposed politica
harmony by a date that was sole producer to an acceptance of individud interests but not
individua political liberties. The later had to succumb to the political visons of the leader.
Since the 1980s toleration of politica freedoms has expanded with ups and downs. However,
public cynicism has increased in the 1990s. People are not sure the state represents the genera
interest, nor are they sure how could their representatives in parliament or esawhere make the
state more accountable.
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This provokes a sense of powerlessness and cardessness regarding lawful behavior. Each
IS out to maximize persond interest or find individudisic solutions dso when these solutions
border on corruption. Could this be good for economic performance? The guess is no. Deding
with incompetent bureaucrats increases transaction cost, and reduces the competitiveness of the
private sector. The perpetuation of bad working ethics is paticularly disheartening for the
menufacturing sector which is dready suffering from serious compstitiveness shortfdls (@)
Deficit of trade in manufacturing which grew from 2.6 hillion $ in 1992 to 6.8 hillion $ in 1997
and an Egyptian index of trade dependence risng to a record negative compared to other Arab
countries; (b) the bulk of the activities of more than 200 transnationa corporations (TNCs)
working in Egypt is sarving the domestic market, while TNCs in other countries increase
exports.

Furthermore, the sense of powerlessness trandates into a mood whereby democratic
inditutions are not taken serioudy, parliament included. This is happening a a time when the
executive is asking paliament to enact a range of laws that will fundamentdly change the
economy. In 1991 a sdes tax law and a law cregting the basis for the privatization of the public
sector; in 1992 the capitad markets law; in 1996 ten laws regulating taxes, capital markets,
banking, BOT in dectricity & surface trangportation; in 1997 a law to govern private investment
in arports, in 1998 sx laws on maritime savices, taxes, telecommunicaion, banking and
insurance; in 1999 a law on trade. That means the law-making process has become a centrd
indtitution for the economy. Not to take such process serioudy crestes an inditutiond barrier to
consolidated economic reform.

2.2 Studies of State-Society Relations in Egypt

Politicdl and sociologicd analysis of dtate-society relations in Egypt depend on a number
of theses. The understanding of the state is based on three mgjor theses:

a) The drive to reman supreme as planner, developer, producer, and employer is not
Specific to Egypt, but to most late developers. Nazih Ayubi argued that the state in the
Middle Eagt in generd was forced to solve the problem of accumulation not through
externd colonies, but through state capitalism (Ayubi, 1995).

b) The specficity of the Egyptian dae lies in its control of severd sources of rentier
revenue (Biblawi, 1990; Pawelka, 1997).

c) The da€'s dientdidic exercise of power makes it redlient againg any liberd reform
(Weiss, 1998; Pawelka, 1997; Kienle, 1998).

10
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The understanding of society is based on three mgjor theses:
a) The hydraulic society is made of passve, God / Ruler-fearing masses (Zayed, 1990).

b) Channeds of mediation between people and sate were weakened by the populist,
corporatist experiment under Nasser which reduced the ability of the middle class to
mobilize, organize and aggregate their voice (Sunar, 1994, p. 100-107).

c) Private entrepreneurs have adways been dependent on family connections and
lobbying the dtate via persona patronage, rather than collective organization (Vitdi,
1997).

Despite this conventiond wisdom, various universty-based research centers and
privaidy-funded think tanks have been highlighting the need for liberd politicd reform. The
Center for the Studies of Developing Countries a Cairo Universty’s Faculty of Economics and
Palitical Science (FEPS) has focused, among other things, on the flaws in the process of politica
liberdizetion, highlighting the dedine in politicd freedom and the weekness of politicd
inditutions. Ibn Khadun Center for Deveopmenta Studies has focused on civic culture and
cvil society. The Public Adminigration Research and Consultation Center, dso & FEPS, has
focused on leadership kills of public and private managers and of NGOs. The Society for the
Promotion of Democracy (closed in 2000) focused on the conditutiond and legidative
inditutions, while the newly formed (established in 2000) Arab Research and Training Center
(ARTC) ams to improve parliamentary processes. The Third World Forum (funded by UNDP,
the Dutch Devdopment Cooperation Ministry, & the Canadian Internationd Development
Research Center) is conducting a mapping of the politicadl and economic systems to come up
with futuristic scenarios for the year 2020.

Our dudy ventures to discuss the inditutiond reform of law-meking and interest
representation in an economic context, a focus that is rardly discussed draightforwardly. Hence,

we look a economic legidative processes and on economic interest representation insgde and
outside parliament.

11
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3 The Overall Position of Parliament in the
Political System °

Egypt has an executive-based power dructure. The presdent appoints and dismisses
cabinet minigers and prime minigers. He dissolves parliament if it blocks legidation or disputes
with the cabinet and subsequently fails to win a referendum vote to its favor. He convenes and
terminates paliamentary sessons, as wel as legidaies during paliamentary recess or in
emergency cases. He gppoints locad governors and heads of village units (Egyptian Condtitution
1971). The Presdent led the only ruling party between 1954-1976. In the short period between
1976 — 1979, the mgority- winning paty was led by the Prime Miniger, before Sadat
established and led the National Democratic Party (NDP) in 1978, which won the 1979 elections
and has been ruling since then under the leadership of Presdent Mubarak. The fact that the
politicd sysem moved from a one-paty to a multi-paty sysem in 1976 has meant the
introduction of a liberd infrastructure of politicd paties and NGOs. However, the executive
continues to use dl politicd organs, incuding paliament, to achieve three man objectives
control, mobilize the public, and cultivate passive support (Springborg, 1999, p. 14).

3.1 The Weakness of Parliamentary Performance

Paliament has, within that context, three conditutiondly-based functions policy-
making, control and legidation. Its policy-making includes. (@ The nomindion of a presdentid
candidate for a generd referendum; the Presdent formulates the generd policy line of the
government. (b) The gpprova of the generd government program and budget dlocations. Since
1952, paliament has been loyd, sarving as a promoter of the policy orientations of the
executive. Threeindicators manifest this loydty:

Parliament has dways nominated the presdentiad person gppointed as vice president
by the incumbent president (in the case of Sadat & Mubarak). Many hope it would
add other namesto itslist of candidates.

It has not yet been able to bring a case of conditutiona amendment to the floor to
meake presidential election direct & compstitive.

Nether has it yet refused any mgor public policy orientation or budgetary statement
of the executive.

Paliament’s control function is to control the Executive in its implementation of public
policy. Between 1952 and 1976, parliament became a submissve control ingtitution, for it was

3 Author: Dr. Noha El-Mikawy, ZEF.
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dominated by a ruling paty that had no competitors. Furthermore, the presdent was a
charismatic figure. Between 1976 and 1999, Egypt witnessed a variety of dectord laws, which
ended one-paty rule, bringing oppodtion paties into paliament. However, the comfortable
mgority of the ruling paty (NDP), her to the one-party system, was not chalenged in any of the
parliamentary sessons. Opposition representation in the parliamentary sessons of 1984-87 and
1987-90 was around 20%; since 1990, the representation of opposition parties and independent
candidates hovered around 10%.

Parliament exercises supervison through a number of methods, some of which are more
threatening to the executive than others. In a descending order of threat these measures are: (a)
interpellation, which can end in a vote of no confidence (b) asking minigers questions, (C)
bringing problematic facts to their atention; (d) establishing fact-finding missons or public
hearings on some generd issue. Obsarving how the Egyptian parliament has used such methods
since 1976, one notices four indicators that reflect parliament”s weak control performance:

The use of interpdlation was more infrequent in the 1990s than in some years
between 1976-1990 and, as usud, was dominated by the opposition.

The number of questions asked in the late 1990s (around 170) was to the lower end of
some records in the period 1976-1990.

The number of times members raised issues to the atention of members of cabinet
increased, compared to some years in the period 1976-1990.

The tendency to shy away from edtablishing ad hoc fact-finding and reconnaissance
missons continued. As usud, the Spesker of Parliament acted as gate-keeper,
intervening to avoid that sendtive subjects be discussed in public hearings, fact-
finding or reconnaissance missons , eg. the paliamentary request to form a fact-
finding misson for loosng firms within the public enterprise sector (El-Sawi, 1998,
p. 276-280; El-Mikawy, 1999, p. 135-138).

The legidative function of parliament is to ratify internationa agreements and enact laws
that ether originate from the executive or from parliamentarians. Mogt of the laws enacted by
paliament in any one paliamentary sesson are financid (gpprova of the government budget)
and laws related to the petroleum sector. There are many other laws that address administrative
regulations in particular sectors of the bureaucracy and of the armed forces. Other laws stand out
asmgor regulators of the economy and of politicd lifein adirect way.

We surveyed dl legidation snce 1981, other than government budget and petroleum
sector legidation. This survey showed that there has been consderable legidative activity that
directly and fundamentally affected economic and politica life. Between 1981 and 1987, there
were severd  political laws that changed the dectord lav and eectora didricts, while
emergency legidaive powers of the president were constantly extended. Between 1987 and 1995
more lavs were enacted that manipulated dectora didricts, tightened laws of paliticd
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participation and laws of the press and controlled civil society organizations, unions &

syndicates. During that phase, economic legidation liberdlized the economy in piecemed
legidation. The 1989 invesment law and the 1991 public enterprise law foreshadowed the phase
of expansve economic legidation. Since the mid 1990s, the focus turned D expangve legidaion

that liberdized the economic infrastructure in severd important sectors. investment, export,

banking, insurance, ports, and the stock market.

Figure 1: Economic and political laws to total number of laws in 1981-1999
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While legidation was overhauling the economy & the polity, the legidative process

remained weak. Two indicators attest to that:
Parliament has been spending less and less time on laws, eg. in 1998 it passed 13
laws (55.7% of tota in that sesson) in one week, during which it dso ratified 8
international cooperation agreements. According to the internal operating procedures
of Paliament, each law should teke a least 2 weeks, including discusson of law in
principle, discusson of articles and find passing of the law.
Only hdf of al parliamentarians participate in the discusson of law bills Mog of the
participants are ether professonas or workers (50% & 45% respectively). This

leaves out 50% of parliamentarians and dl farmers (by law 50% of parliament).
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3.2 Indicators of Change in Parliamentary Performance

Since the 1990s, there are some indicators of dow change in paliamentary policy-
making and control performance. More ill needs to be done to cepitdize on that emerging
tendency, epecidly in the domain of legidation

Within the frame of policy-making functions, the mgority of paliamentarians till accept
the genera political framework. However, there are some indicators of change:

Our survey of paliamentarians and another earlier survey in 1998 indicate that ca
20% across paty lines perceive the need to change some features of the politica
system (see next chapter).

In the context of responding to the government's program, there has been a rising
tendency to focus on nationd, as opposed to local, issues. Such engagement has not,
however, diluted parliament's readiness to accept the genera government line. Only
the opposition, as expected, has been choosing to vote against government programs.

The conditution alows paliament only one of two options when discussing generd
budget dlocations. to accept or regect. Thus parliament is deprived of the prerogative
to change budget dlocations (article 115). However, the executive has been taking
parliamentarians concerns into account, adding or changing some budget dlocations
(El-Sawi, 1998, p. 26 & 261-266).

The control performance of ruling paty paliamentarians has shown some engagement
and confrontation with the executive in the 1990s especidly the performance of professonds
and workers. While the presence of the oppostion in parliament has declined in the 1990s below
10% (compared to round 20% in the 1980s), the increasing presence of independents contributed
to a somewhat drong paliamentary control function (El-Sawi, 1998, p. 284-85). Such
engagement is reflected in two indicators.

While interpdlations in ealier sessons (1976-1990) were in areas of services,
corruption of locd government and in the operations of the minigtry of interior, they
extended to economic performance in the 1990s because of the advent of economic
liberdization and privatization (E-Mikawy, 1999, p. 135-138).

When fact-finding or reconnaissance committees were formed, ruling party members
paticipated fiercdly and did stand by committee findings, not by the government (El-
Sawi, 1998, p. 276-280).

Legidative performance however dill suffers on at least two accounts. In most of the time,
parliamentarians interventions in discussons of law hbills (85%) happen in the generd assembly
and conditute suggestions for changes in the text of the proposed hill. Tha often leads to
haphazard, vague formulations that are adopted in the text of the hill to satisfy some members,
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whose views are often not based on any systemdtic, legd study of the intention of the law. In the
1990s, mogt interventions were in laws that reformed the adminigrative structure of wages and
rewards, the court system, agricultural relaions, education, economics, hedth, and housing, in
that order (El-Sawi, 1998, p. 267-270; EI-Mikawy, 1999, p. 135-138). Economics seems week in
that order.
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4 Trends of Parliamentary Involvement in
Economic Structural Adjustment

Economic dructurd digtortions were combated in the 1980s through the improvement of
physca infradructure, the encouragement of private invesment and the reduction of public
expenditures. In the 1990s digtortions were confronted through a series of measures
encompassed in severd agreements between the Egyptian government and the IMF and WB,
with the objective of dabilizing and dructurdly adjusing the economy to the chalenges of
globdization. All these devdopments were captured in law 230 of 1989 & law 203 of 1991.
Other laws followed in the 1990s.

The overhauling of economic legidation was foreshadowed in 1988 with the presidentia
decree #439 which created a Higher Council for Legidation. It did not start operating, however,
until 1994 with the issuance of the ministrid decree #4168. The council included members of the
Information Center of the Cabinet of Minigers, Center for Decison-making Support in the
Cabinet of Ministers and representatives of the Minigtry of Justice. The council's main job was to
reform the legidaive sysem s0 as to support economic growth through investment. Basng
economic reform on legidation took off with law 230 of 1989 and law 203 of 1991. Other laws
followed, particularly after 1996.

4.1 Investment Laws of the 1990s *

Before 1991, two mgor laws governed investment in Egypt: companies law 159/1981
and foreign investment law 230/1989. The 1990s, in comparison have witnessed a bigger number
of such laws (Appen. 1). The 1990s have dso witnessed laws ratifying international agreements,
regulating dud tax payment for Egyptians and expatriates, reforming the tariff regime to comply
with Egypt's internationa trade commitments and regulating internationa aid and cooperation.

More laws are foreseen in the near future. The business community ill asks for the
prompt expedition of pending legidation: Bidding laws, extendon of tax exemptions to some
projects in the new zones and to congtruction projects; labor law; anti-trust law; unified corporate
or companies law; law dlowing foreign agencies in Egypt (a-Ahram, January 12, 2000).
Furthermore, the Cabinet of Minigers has foreseen future legidation to establish a centrdized
agency tha looks after al the needs of investors when they ded with government, to overhaul
investment offices in the governorates and to enact an unified labor law.

4 Author, sections 4.1, 4.2, & 4.3: Mr. Abdel Hafez EI-Sawi, Economic Research Forum, Cairo.
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The area of labor is a case to the point regarding the need for legidation to match
economy with redity. The redity of the labor market has made exiging labor laws obsolete. In
the labor market today, both public and private practices are manifesting greet flexibility: there is
now hiring by competition exams, even in the public sector (newly the Miniger of Education
hired 65,000 this way), hiring temporary workers (in private and public enterprise firms dike),
and offering early retirement packages to get rid of surplus labor (both in private and public
firms). Meanwhile labor legidation has dedt with only three arees. (8) Establishing a socid fund
(Presdentid decree 40/1991); (b) rdieving Egyptians working aoroad or in foreign firms in
Egypt of charges and reducing their taxes (Law 231 of 1996); (c) regulating maternity leave for
working mothers (Law 12 of 1996).

In the context of an dienation between redity and laws the busness community
complans of excuson from legidative ddiberations (Egyptian Busnessmen Associdion,
Annua Report 1998). The Cabinet of Ministers has recently responded by promising to include
the business community more often in the future.

4.2 Export Laws of the 1990s

In this area, there have been more executive decrees than legidation hills. Only one
legidative hill dedt with exports, law bill 98/1998 which amended lawv 34/1976 on commercial
regidration, dlowing foreigners to regider if ther activity promotes exports. Meanwhile, a
number of executive decrees were issued in the period from January to June of 1996 to promote
export:

- A minigerid decree cancding government charges for security, detection of

explosives, etc which used to be put on al exports.

- A minigerid decree dlowing free zones near ports.

- A minigerid decree dlowing zones for assembly and re-exporting in Sinal, Suez and

the northern coast.

- A minigerid decree promoting consulting and contracting services and encouraging

banks to give credit to such services.

- A minigerid decree establishing a centrd data- base on export-rdevant information.

- A minigerid decree dlowing grounds for indudtrid fairs near ports and borders, with

discounts on various related expenses.

- A minigerid decree on the drawback system.

- A minigteria decree dlowing any exported product to enjoy free zone conditions.

- A minigerid decree dlowing foreigners to engage in exports and port operations in

Egypt (Economic Report, d-Ahli Bank of Egypt).

Presdentia decree #36 in 1996 established the Higher Council for Export, to be headed
by no less than Presdent Mubarak. Other members of the council are: Minisers whose work is
related to exports, Centrd Bank Director, Charman of the Higher Council for Investment,
Chairman of the Federation of Chambers of Commerce, Charman of the Federation of
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Industries, Chairman of the Bank Federation and 4 exporters and 3 experts in the field. However,
the Council met only oncein 1997.

In August 1999, the Cabinet of Ministers issued two decrees that have not been
publicized. They offer totd tax exemptions to any company engaged only in exports or having
an exporting production line which enjoys financial autonomy in the companies budget. Because
those decress require legidation and some argue that they contradict Egypts GATT
commitments, they are still under debate insde government (d- Ahram daily, August 31, 1998).

4.3 Legislative Flaws

From the foregoing, it appears that the current phase of economic reform in Egypt has
required a heavy dosage of legidation and tha there is a clear bias in favor of legidation
affecting investment. The incident of August 1999 shows that enacting laws in support d export
promotion cannot be left to executive decrees. In some cases, the Executive needs a
parliamentary legidation because the conditution requires some aess to be regulated by
legidation, not by decree, such asthe area of taxes.

Is the legidative process in Egypt up to that task? In fact, dl observers of the legidative
system in Egypt have pointed to a number weaknesses:

No unified policy orientation nor a unified drategy regarding the generd guiding
principle of reform. The conditution, for example, is dill in many of its articles based
on the socidist ideology, while the laws enacted snce 1991 deviate from thet line.

The vague, arbitrary and unstable nature of laws passed by parliament.

The unconditutionaity of many laws. Between 1980 and 1996, there were 850 cases
in front of the Condtitutional court. In 107 cases the court ruled unconditutiondity of
the law (a-Ahram, May 11, 1998).

By condtitution, parliament has to either pass executive decrees or refuse them. Given
the weight of the executive in the politicd system, parliament has never refused any
decree (Congtitution 1971, Chapter 2 & 7 on the Legidature).

Citizens underestimate the role of paliament. Severd ressons judify tha attitude.
Firdly, the sheer amount of laws in the 1990s makes it hard to imagine tha dl such
laws have been thoroughly deliberated. Secondly, the speed with which laws are
passed makes it hard to respect the legidative process. Thirdly, the frequent
amendment of laws leads one to doubt the seriousness of parliament. Fourthly, many
condgder the 10,000 laws or 0 that regulate public life in Egypt as the doing of the
executive and parliament only follows.
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4.4 Indicators of Change in Economic Legislation °

Hence, the quedtion: is legidaion driving economic reform in Egypt, or are economic
reforms an executive desgn driving legidation? It is manly the later with a tendency in the
1990s for parliament to affect executive language and speed on some issues of legidation. This
phenomenon isreflected in three phases.

The rush phase prevailed 1974-1979. It started with Sadat's law 43/1974, dowed down
with the bread riots of 1977, and ended with the unrest that led to Sadat's assassination. In that
phase, legidation was formdizing the shock thergpy of the executive. With riang public
discontent, parliament began to voice severe criticism of government's economic policy, an
attitude that reached its climax in 1979, leading to the dissolution of parliament by the president.

The gabilization & restructuring phase spanned the 1980s and early 1990s. In that phase,
Presdent Mubarak approached expert opinion before announcing policy. The economic
conference of 1982 characterized that phase. Mubarak distanced himsdf from shock therapies,
wanting legdation to support & protect government's intentions. For instance, in November
1982, the Presdent mentioned in his inaugurd speech to the parliamentary year 1982-3 the weak
date of infrastructure & the misrable domestic saving rates impeding invesment. Having
prepared parliamentary opinion for a new direction, he mentioned in his government's program
in January 1983 some solutions that would free up funds for infrastructure projects (Presidentia
Speeches & Speech by Atef Ebeid, then Minister of the Public Enterprise Sector and now PM).
Though those solutions meant audterity in government spending, parliament was reedy to listen.
From then on until early 1990s both government programs and parliamentary discourse focused
primarily on blessng reform, while showing awareness of the socid trade off and promisng
concern for the poor. An andyss of parliamentary discussons in that phase dso reved tha the
oppostion focused on the socid trade off of economic reform without necessarily doubting the
need for such reform. The jargon used in discusson was internationa , non-polarizing jargon.

The third phese of liberdization and growth beyond gabilization included wide ranging
de-regulations and a generd policy of catching-up. Building on the consensud trend that
characterized legidaive-executive reations in the 1980s, parliament during this third phase was
to endble private invesment in dmogt dl fieds while Hill reminding government of the needs
of the poor. Parliament's role was to be the safety valve againgt public discontent (Farahat, 1994;
Handousa, 1997). One noticed better coordination between government programs and legidative
work. Parliamentary discourse reflected the internationd jargon of ingtitutiond of transparency,
adminidrative capacity, information management, etc. accompanied by more parliamentary
supervison of the executive and more media coverage of parliament's performance. Meanwhile,
parliament passed a number of laws that widdly de-regulated the economy.

®  Author: Dr. Ali El-Sawi, Faculty of Political Science, Cairo University.
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This lagt phase has dso seen an increasing tendency of parliament to affect the pace and
timing of govenment's reform measures Two examples characterize this  phenomenon.
Parliament has brought up the issue of fear of foreign, especidly Jewish, penetration of the
economy which has dowed down government's intention to sdl public assets. Parliament has
dso brought up the issue of internationd funding of NGO activity and raised fears of
interngtiond  intervention in sendtive aeas such as Modem-Chrisian  rdaions.  Thirdly,
parliament has put education, training, unemployment and environmental pollution on its control
agenda.

Findly, though parliament has dways criticized minisers in the 1980s a trend led by
members of the oppostion, the 1990s have seen a quditative difference. Criticism of minisers
was led by the ruling paty and focused on content of policy, not only a miniger's dyle.
Paliament dso suggested changes in minigerid portfolios and ministerid names, openly asking
for a change of minigers of education, culture, transportation and a change of some governors. It
suggested the establishment of a minigry for youth, for the environment, and for information and
technology. Paliament adso suggested the shutting down of the minigry of agrarian
development, changing the dructure of civil aviation, and splitting the ministry of socid affairs
from the socid security agency. The executive has taken the parliamentary mood into account in
the 1990s.
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5 Institutional Impediments °

It is often argued that the dominance of the executive in Egypt’s politicd system is only
one contextud factor negativey affecting the inditution of lawv-making. There is yet another
factor inherent to the internal workings of parliament: the dominance of the Nationa Democratic
party (NDP).

5.1 Dominance of One Party in the Parliamentary Elite

Executive dominance paticulaly of legidative functions is quite prevdent in many
politicd sysems. Even in some edablished democracies, legidation remains a prerogative of
technocrats who are in dally contact with problems. However, the dominance of the NDP insde
parliament's dite is one specific feature of the Egyptian parliament and is a possble explanation
for parliament's timid performance. The operation of parliament is regulated by a group of 136
parliamentarians (ca. 29% of total members) known as the parliamentary dite. It comprises the
speaker, two deputies, chairpersons of specidized committees, their deputies, leaders of the
parliamentary factions of all politicd parties represented in parliament, and 18 parliamentarians
to be chosen for the Generd, Executive and Mords permanent committees of parliament. Most
influentidd among them ae the spesker and his two deputies They determine pat of the
parliamentary €lite, parliament's agenda, timing of issues flow of information and often content
of floor discussons. Those three persondities have dways come from the ruling paty with
srong refera by the President (EI-Sawi, 1998, p. 259).

Left a that, an inditutiond reform of parliament would amost require a politica
revolution. However, there are many deps that fdl short of that, which can go a long way
reforming the inditution of lav-making. Asked in an opinion survey conducted in 1998 to list
the impediments to the various functions in paliament, a sample of paliamentarians (78
respondents = 20% of totd MPs) put ingtitutiona impediments on top:

- internd operating procedures of parliament

- wesKk internd party discipline

- conditutiond constraints

- thegenerd party system

- wesK citizen participation

- humble financia resources (Qadaya Barlamania, 1998, p. 28-30)

®  Author: Dr. Noha El-Mikawy, ZEF. Analysis in section 5.3 is based on opinion survey by Dr. Mohamed
Shuman, Faculty of Mass Media, Girls College at Ain Shams University, Cairo.
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5.2 Parliament as an Opinion Forum

An obsarver of paliamentary workings does not fal to redize tha paliament is
predominantly an opinion forum. Recent studies of parliamentary dtitudes towards the process
of privatization, undertaken by the CSDC a the Universty of Caro, show how parliamentary
debates are channds for voicing public fears and serving privae interest. In other words, though
Paliament gicks to its role as supporter of Executive policy orientetion, it is an inditution which
provides the Executive with information about the general societd mood and about specific
interests. The parliamentary expert Azza Wahbi cdls it a forum of opinion (Wahby, 1996, p.
355-356). On severd issues parliament has kept a centrig postion. On the need for some
politicd reform, on the importance of socid wdfare, on the urgency of liberdization and
privatization.

Regarding parliamentary opinion on political reform, a survey conducted on a sample of
78 MP's (20% of Parliamentarians) in 1998 asked respondents to evauate Egypt's democratic
experience. Roughly 70% of the sample across party line wanted to see the democratic
experiment in Egypt reformed (Appen. 2). This result was reinforced by respondents evauation
of the multi-party system in Egypt. Most answers of NDP, opposition, and independents (49%,
455% & 42% respectively) evauated the sysem with *’somewhat postive’; only 7.5% of NDP
thought the multi-party sysem was very podtive. Those who evauated it negatively were 18%
of the oppostion, 14% Independents and 11% of NDP. Asked to evauate a number of anti-
liberd laws (laws controlling the press, TV, Radio, civil society), there emerged a consensud
opinion; ruling paty members in the sample were just as ready to admit to the need to amend
anti-libera laws as the oppostion was (Appen. 3). The same opinion survey asked respondents
to evduate the role of the Legidaure. The opinion of the mgority of respondents was
consgderably pogtive, though leaving room for improvement. Indeed, 20% of the NDP
paliamentarians evduated palianent's role negaivey, quite close to the 18% negative
evauation of the opposition (Appen. 4).

Throughout the 1980s and 1990s, parliamentarians of dl persuasions showed concern for
the socid implications of privatization and advocated the protection of nationa indudtries,
though they did not oppose structurd adjusment nor liberdization (Abdel Elah, 1996, p. 271-
273). Sating in the fourth legidative term (1984-87), most postions on economic policy
followed an ideologicd line, with some minimum level of consensus on the issue of socidly
sendtive economic reform. In the fifth legidative term (1987-90), the ruling NDP party took a
centrist podtion, joining the Right in asking to reform the public sector and the Left in wanting
to boost the share-holding capacity of public sector workers. In the sixth legidative term (1990
95), dl paliamentarians agreed in principle with the liberdization and privatization policy, but
the mgority across paty lines voiced concern about the socia impact of privetization. By the
end of the 1990s it became clear that parliament approved al governmenta economic policy
orientations, but demondrated a caution for the socid impact of privatization (a-Sayyid, 1996,
p. 326).
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However, mogt of these opinions are not based on a well-inditutiondized sysem of
knowledge production. This makes the knowledge base of particular importance in the Egyptian
cae. Othewise paliamentary opinion remans impressonigic and its influence on the
legidation difficult to predict or inditutionalize.

5.3 Opinion without Information

Ancther inditutiond impediment is the weskness of acquistion and processng of
knowledge needed for supervison and legidation. The wesk to nonrexistent resort to fact-
finding committees, reconnaissance committees or to public hearings is patidly a matter of lack
of skill and competence in deding with multiple opinions. This is a gened observation in the
reports of the Egyptian Society of the promotion of Democracy and by the American AID and its
advisors, John Bentley and Robert Springborg (Springborg, 1999, p. 5).

A good case to the point concerning the tradition of opinion without information is
parliamentary opinion on specific economic legidation to promote invetment and export. Our
research focused on a sample of 107 parliamentarians (23.8% of parliament in sesson in 1998-
99 in 6 specidized committees that take pat in formulation of economic legidation bills
(Appen. 5). All respondents were members of the NDP. The questions posed to this sample were
meant to reved parliamentarians sendtivity to economic trade off, their cognitive / normative
culture, and their assessment of trangparency in parliamentary ddliberations.

5.3.1 Sensitivity to economic trade off

Asked about the sector in need of promotion and support, industry came on top of the list
of preferences, followed by agriculture and housing. (Appen. 6, question 3). In a question about
the priorities of economic reform, srengthening the private sector came on top of the lig of
respondents  preferences, followed by job creation and export promotion (Appen. 4, question 4).
Asked more specifically about the best measures that would promote investment in Egypt
(Appen. 6, question 6), the respondents gave a clear answer againgt an interventionist executive.
Equdly cdear was their preference for tax exemptions and preventing monopolies from
threstening free competition in the market.

As to fear of competition, dl respondents agreed that domestic businessmen should be
protected from foreign monopolies, especidly in tourism and industry (Appen. 6, question 7).
However, this fear was not reflected in another question on the ability of the Egyptian economy
to stand to foreign competition, where 70% said Egypt was very able to stand up to competition
(Appen. 6, question 8). Nor was the fear of competition Eflected in a question on the effect of
trade liberdization with the EU and the Arab countries in which case the overwheming
magority of respondents thought the effect is postive (Appen. 6, question 9). This could ether
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mean tha the postive responses were politicaly correct, or the fear is not yet interndized on dl
levels

Two policy measures came in the middle range of preferences for the best measures that
would promote invesment in Egypt: removing the limit on foreign participaion in companies
and privatizing ports and custom services. The least preferred measures to promote investment in
Egypt were those related to deregulating hiring policies and labor representation on company
executive boards. They were, however, more welcoming of flexible labor laws on wages and
other benefits. (Appen. 6, question 6).

Finaly, asked where they would want to focus ther legidative efforts most respondents
chose to want to combat the socid and economic problems of poverty, followed by darifying,
unifying and dabilizing laws. Ther third and last preference was to increase the effectiveness of
adminigrative organs. Tha reflects wesk awareness of the dire need for adminigrative reform,
but confirms parliamentary concern for the problems of poverty (Appen. 6, question 5). Placing
legd reform second indicates that the Egyptian parliament has caught on with the indtitutiond
discourse of multinationa donors.

To wrap up, the milestones in parliamentarians economic worldview are:

Combating poverty, especidly socid housing & primary education;

Wesker concern for issues of unemployment and penson schemes

Strengthening the private sector;

Promoating investment, especidly in indudtry;

Tax exemptions instead of direct Sate intervention

Protecting domestic investors, athough they wecomed removing any limit on foreign
participation & privatization of ports and custom services,

Deregulating wages and other benefits, but not hiring policy or worker representation
on executive boards.

Reforming and unifying economic lega codes

This reved's some points about the respondents awareness of economic trade off:

v’ Liberdization and privetization are hgppening a a time of socid distress and the
latter has to be combated.

v' Economic reform requires promotion of industrid invesment and that may need
foreign participation; however, there is laent fear of competition which is not yet
well developed into palicy.

v Thelabor market needs deregulation, but not in every aspect of it.

v Inditutiona reform of lawsis needed.
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5.3.2 Weak cognitive base

This list of concerns and trade off indicates the seriousness of the task ahead of the
legidature in the Egyptian case. Our survey reveded that the cognitive awareness of our sample
of parliamentarians does not live up to that serious task. Responses were politically correct or a
reflection of lack of awareness.

In a context of heavy anti-busnessmen media campaigns (in oppostion papers & drama)
and drong critique of crony capitdists, the sample was asked about the mood of ther
conditutency vis-a-vis busnessmen. 82.2% of respondents said their congtituency holds postive
views of businessmen (Appen. 6, question 12). That can only be a poaliticaly correct answer.
Asked to ligt the problems businessmen complain most about (Appen. 6, question 11), labor laws
came on top, followed by lack of skilled workers and then by poor services. This answer does
not correspond to the redlity as reflected in opinion surveys of businessmen.

The survey included a questions about the respondents perception of the processes of
deliberation in the specidized committees and in the generd assembly. Some questions focused
on deliberations of laws 203, 230 & 8. We got very postive responses as to the influence
discussons dlow the respondert to have on legidation (Appendix 4, question 15, 16), dso with
regards to the thoroughness and openness of discussions of laws 230, 203 & 8 (Appen. 6,
question 15, 16, 17). These answers were colored by political correctness than by redlity, for
most of the respondents were not in parliament when laws 230 & 203 were discussed.

Our survey asked parliamentarians to explain the process by which they acquired, shared
and processed information (Appen. 6, question 21-22). The most frequently stated sources of
knowledge were TV, Radio, Press, and internet, in that order. Friends and colleagues in and out
of paliament as wdl as library researchers were leest important sources of information. Expert
information from professors and specidized research inditutes came in the middle range of most
frequently stated sources. The sysem of information is thus media-dependent. Parliamentarians
reliance on the media leaves them with little expert knowledge that is independent of the officid
or the polarized oppostion media Respondents clearly advocated improvement in internd
operating procedures and in the research facilities of parliament. They dso advocated more and
better utilization of expert opinion.

To wrap up, the dominance of the executive and of the NDP in the parliamentary dite has
become an interndized inditutiond impediment so tha the principle of separation of powers is
logt on many parliamentarians. Asked about their own reading of the triangular rdationship, date
— government- legidaiure, there was an overwheming mgority of respondents who sad dSae
and government are the same and a third of respondents sad palianent was a pat of
government (Appen. 6, questions 19 & 20).
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Secondly, the Egyptian parliament’'s legacy of being an opinion forum with a wesk
information / knowledge is a serious inditutional impediment, & a time when the issues of
privatizetion and socid judice and the trade off involved are too complex in the age of
internationd  integration and compsetition. Our venture into the cognitive world of
parliamentarians leaves a lot to be desred. To improve on that, an information culture is needed.
That sysem would include ways of learning about redity from various sources, ways of making
divergent information part of daly work without being perceived as politicaly threstening or as
didoydty to the system.
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6 Information & the Production of Knowledge
as an Institutional Impediment

We have s0 fa edtablished that economic legidation has been gaining in importance and
that parliamentarians are reasonably aware of the economic trade off of economic reform. There
is, however, a wesk information base ingde parliament. This is not only attributed to the lack of
seriousness on the part of some members, nor to the lack of resources alocated to information. A
wesk information / knowledge base is dso a result of wesk information and production of
knowledge on the part of interest groups and expert opinion (whether of individuas or of think
tanks) outsde parliament.

6.1 Economic Legislation & Business Presence in Parliament ’

As will be seen bedow, the increasing presence of businessmen insde parliament affected
the process of information transmisson only towards the end of 1990s and margindy o0, despite
the enactment of very serious economic laws In the following sections, we trace the
parliamentary peformance of busnessmen with regards to nine economic laws, highlighting the
ingbility of business presence in the Legidaure to creste demand for more information and
knowledge production with regards to economic issues.

6.1.1 The general context within which business MPs function

The dory of paliamentary involvement in economic reform had three phases. In the
1970s, parliament passed a number of laws that encouraged Arab and foreign invesment. This
resulted in congpicuous consumption and a big bdance of payment deficit without increasng
growth or reducing the burdens of public expenditure. Hence, economic opening was harshly
criticized. In the 1980s, the new Presdent wanted to reform the course of economic opening
away from consumption and into production. Hence, economic policy amed to encourage
exports, improve relaions with Arab countries recelving Egyptian labor, improve reaions with
the USA and Europe as two sources of FDI, and sign agreements for economic dtabilization with
the IMF and the WB. In the 1990s, economic reform moved from sabilization to structura
adjustment. That meant three agreements with the IMF (1991-1998) and two stages of reform:
(@ unifying the exchange rate, increadng interest rates, reducing subsidies, freeing prices of
commodities and services, increasing the prices of mgor agriculturd cash crops, and reducing
the budget deficit; (b) privatizing state-owned enterprises, banking and insurance entities.

" Author: Mr. Amr Hashem, Journal of Parliamentary Affairs (Qadaya Barlamaniya) & Center of Strategic &
Political Studies, a-Ahram, Cairo.
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Since the mid 1970s, the number and clout of businessmen have been on the rise thanks
to the return of Egyptians working abroad and to young businessmen from old business families
(Sobhi, 1999, p. 129; Mand, 1999, p. 103). Businessmen (whatever is left of the pre-1952 dlite;
new, sdf-made ones, former state managers) now own assets in agriculture, red edtate, tourism,
the car indudry, eectronics, and banking. They have gained representation in chambers of
commerce and induslry, associations of businessmen, politica parties (mainly NDP and Wafd),
research inditutions (Economic Research Forum, Egyptian Center for Economic Studies), and
promotion centers (Associaion of Egyptian Exporters, Egypt's International Economic Forum).
Furthermore, they have used the dectora law since 1990 (based on individua candidacy) to run
for paliamentary seets on partisan and non-patisan fronts. Most of those who run as
independents join the ruling NDP after they win eections. The biggest number of busnessmen
in parliament isin the current sesson 1995-2000 (71 MPs or 8% of total).

Though business community has developed a two-track politico-economic position, it has
ganed a sngle reputation. Some busnessmen are acquiescent, accepting the status quo and
engaging the executive in rent-seeking; others are criticd, demanding smultaneous political and
economic liberdizaion (d-Hawwari, 1997, p. 42; Amer, 1999, p. 92-3; Hashem, 1997, p. 591-
599). Meanwhile, the public image of busnessmen is that they are corrupt: crony speculative
business deds, conspicuous consumption, tax evason, drug deding, and blackmailing police and
judges (Mitchell, 1999, p. 28-33).

Entering paliament, busnessmen joined an organ tha had 5 defining features (a) it
produced legidation that lacked generdity, Stability & text consgtency, a phenomenon cdled
"legidation for occadons' and includes 3959 laws (Appendix 1 for frequent amendments of
same law & Hosni, 1994, p. 71-74); (b) it has a built-in weskness ordained by the Egyptian
conditution, namely a 50% quota for farmers and workers, in a country with 50% illiteracy rate;
(¢) it has dways had a comfortable mgority for one party that never dropped below 75%; (d) it
aways had a weak representation for the Wafd party, which has stood for smultaneous political
and economic reform; and findly (e) it lacked personnd & facilities necessary to conduct legdly
useful research.

6.1.2 Their role in 9 laws

We focus in this section on 9 laws of economic reform chosen to represent the milestones
of economic legidation. They cover 5 paliamentary sessons extending from 1981-2000 (Appen.
7a & 7b). Unlike other 'express laws which were discussed and passed within a week or two, 2
of the 9 laws studied were ddiberated within a month, 5 took 23 months, one took 4 months,
and one took 10 months (Appen. 8). Our andyss will cover 2 steps in the process of enacting
laws.

- Discussions of law hillsin the specidized committee

- Discussonsof law hillsin the generd assembly (in principle & by article)
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Given the secrecy surrounding the workings of specidized committees, it is usudly
difficult to know with any degree of certainty the proceedings of ther ddiberations. However,
relying on a comparison of the text that entered the committee and that submitted by the
committee to the genera assembly, as wdl as on membes remarks made during generd
assembly discussons, one could observe the following tendencies in the case of the 9 laws under

Sudy:

Stake holders from outside parliament were not heavily consulted. Businessmen or
other interest groups were not invited to committee discussons of laws 230/1989,
203/1991, and 95/1992. In this case, three busnessmen who were members of the
pecidized committee had to represent the entire sector potentially affected by the
bills. In the case of law 229/1996 on surface roads, the specidized committee
incdluded only one busnessman (Mr. Ahmed Kamd Ssad) who is himsdf a
contractor. In the case of arbitration law 27/1994, though committee ddiberations
lasted from May 1993 to January 1994, there were no businessmen involved and it
does not seem that outside expert opinion was invited.

Outsde expert opinion was welcome in three bills. In the case of share holding
companies law 159/1981, experts on the capital market were invited. Insurance law
91/1995 was deliberated in the presence of severd representatives of private and
public insurance companies. Investment law 8/1997 was discussed over 11 meetings
in the presence of the chairman of the Chamber of Egyptian Industries, Mr. Mohamad
F. Khamis, representatives of exporters and business associations. In the case of law
8, nine busnessmen sa on that committee (50% of entire committee & 13% of dl
businessmen in parliament).

Business representation made a difference. For example in the case of law 8/1997,
committee ddiberations resulted in the retention of the 10% limit on profit sharing for
workers, the excluson of marketing of oil-products from tax exemptions, the
extendgon of tax exemptions to incdude oil exploration and opensea maitime
ghipping. On the othe hand, committee ddiberations that did not include
busnessmen retained festures hogile to busness. In law 230/1989, committee
deiberations resulted in the introduction of the 10% profit sharing. In the case of law
203/1992, committee deliberations led to changes tying up the hands of the executive
boards and general assemblies of holding companies, so that they do not sdl off
principle production lines.

The participation of busnessmen in the generd discussons of the 9 laws under sudy was
wesk to non exisent during the parliamentary sessons in which they had poor representation. In
those sessions, participation was partisan, for the oppostion was heavily represented with dmost
100 members. Busnessmen's paticipation picked up in the last paliamentary sesson (1995
2000) when their representation reached a record high of 71 members (Appen. 9), while that of
the opposition declined (27 in 1995-2000).
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Our andyss of the period 1981 - 1997 reveds a tendency to accept laws in principle
without questioning their economic logic. Having sad that, in the 1980s there was a clear
concern for protecting the public sector and labor benefits. This consensus weskened around the
laws of the 1990s, for concern shifted towards the best means of attracting FDI and encouraging
productive, exporting industrid ventures. This was paticulaly clear in the discusson of law
8/1997. A closer look at dl 9 laws highlights the following:

During the discusson of companies law 159/1981, the main concern was maintaining
or removing the right to workers representation on executive boards of share holding
companies and putting a celing on managers sdaies. None of the 7 busnessmen
members of parliament participated. (Parliamentary Minutes #89, 11.8.1981, p. 7975-
80, 7983-86; #91, 12.8.1981, p. 8182-8185 & 8197).

During the discusson of invesment law 230/1989, discussants welcomed the
intention to encourage technology transfer and FDI flows to Egypt as a way of
rectifying the flaws of law 43/1974. There was a cdl not only to depend on tax
exemptions to attract FDI, but aso improve the bureaucracy. There was a discussion
of the wisdom of making tax exemptions a prerogetive of the Prime Minister. None of
the 14 busnessmen members of paliament participaied in those discussons
(Parliamentary Minutes #92, 4.7.1989, p. 6707-6747; # 93, 5.7.1989, p. 6748-6800).

During the discusson of public enterprise law 203/1991, 2 businessmen participated,
wedcoming the principle of freeng public sector companies from politica
intervention. However, several participants expressed concern for workers benefits
and for the configuration of executive boards. While workers sympethizers wanted to
retain government control over executive boards, busnessman Abdd Wahhab Qutah
managed to reduce control in the find text of the law. Also the suggestion of
busnessman Abde Fattah Diab to reduce the discretionary power of the Prime
Miniger in extending the working contract of managers to cases of exceptiond
experience was accepted (Parliamentary Minutes #31, 11.6.1991, p. 17-21 & 36-37,
#84, 12.6.1991, p. 20-23; #86, 13.6.1991, p. 22-28).

The discusson of capitd makets lav 951992 witnessed the  unsuccessful
intervention of two busnessmen (Qutsh & Diab) who argued in favor of reducing
Prime Miniger control of the capitd market and giving that prerogative to the head of
the Capita Market Agency. They adso failed to reduce taxes on stocks below the 2%
suggested in the bill (Parliamentary Minutes #91, 20.6.1992, p. 11-13, 36-37, 49-53;
#92, 21.6.1992, p. 9-17; #93, 21.6.1992, p. 14-17).

The discusson of insurance law 91/1995 caught the atention of only one
businessman, Mr. Foad Hagras, whose interventions to lessen control were dl
refused. However, the genera discusson reveded a consensus on the need to
privatize this service as well as fear of foregn peneration after the 5-years grace
period dlowed by GATT agreements (Parliamentary Minutes #70, 9.4.1995, p. 19-26,
29-30, 38-42).
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The surface roads law 229/1996 enjoyed consensus on its principle. Leftists revealed
deep seated-fear of foreign investors, while 2 busnessmen (Mohamad Abu El-Ineen
& Mohamad El- Serri) welcomed foreign contributions and tax exemptions.

11 businessmen paticipated heavily in the discusson of arports law 3/1997.
However, dl of ther interventions were not successful. The discussons showed a rift
between 2 groups of businessmen: those concerned about foreign penetration of
arrport operations and the protection of workers rights (Ragab Himedah, Ahmed Abu
Higgi, Mahmoud lsmail Ayyad) and busnessmen who supported the privatization of
& foreign presence in airport operations (Mohamad Abu El-Ineen, Kamd Abu E-
Kheir). Thefirgt group lost (Parliamentary Minutes #26, 20.1.1997, p. 12-56).

The discusson of investment lav 8/1997 reveded wide ranging concerns from
businessmen, whose presence in discussons was higher than al previous cases. Many
busnessmen and Wafdists wanted to make sure the law did not take away privileges
offered in law 203/1991, thus condituting a retrest from investment policies. They
adso argued for having an anti-trust law and debated the government on its reasons for
offering investors free land & increasng the privileges of enterprises in the free
zones. Ther contribution in discussons reveded a clear dake in transport & tourigtic
projects, while the government stood firm againgt them, arguing that the state needed
revenue and meant to encourage production not hotels and buses. The businessmen
who contributed in this discusson were Mohamad Abu El-Ineen, Kamd Abu El-
Kheir, Tawfik Ismal, Mohamad Alaa Diab, Hosam Awad, Abdd Rahman Baraka,
Khaid Hamed, Hamed da-Shinnawvy, Ahmed Abu Higgi, Abdd Wahhab Qutah, Ali
Nasr, Mohamad Ayyad.

(See Parliamentary Minutes #62, 3.5.1997, p. 63-70; #63, 4.5.1997, p. 7-32 & 45; #64, 4.5.1997,
p. 43-54; #65, 5.5.1997, p. 6, 38 & 50-73; #66, 5.5.1997, p. 3-7, 14-16 & 21-22).

6.1.3 Business in legislation: a big kid?

Until 1997, business MPs were not paticularly active in parliament. Overdl, they have
not supplied paliament with strongly formulated nor collectivdly aggregated expert opinion.
Neither have they acted as demand for a more transparent legidative process They did not

pressure for more expert opinion in paliamentary specidized committees or through public
hearings or parliamentary reconnaisance misson.

This is partidly a politica trap. As opposed to verticd traditions where he executive and
the legidaiure share the process of legidation and where the legidature relies on information
generated by societd interest groups, the Egyptian tradition is hierarchical and subsumed by the
executive. Verticd traditions dso dlow for codition building and flexibility of deds on vaious
legidation, while hierarchica legacies have less of both (Olson, 1994, p. 85; Churchill, 1990, p.
113; Baaklini, 1997, p. 141-42).
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It dill remains true that businessmen's presence registered a record high in parliamentary
sesson 1995-2000 (from 7 in 1979-84 to 71), a a time when the executive was srongly for
liberdization and privatization. Given such numericad drength (71) and an  encouraging
executive, they did perform poorly (Appen. 10). Severa tendencies need to be corrected:

Only 22 busnessmen atended regularly and participated in discussions, though that
was an improvement over the 3 who participated in the 1990-1995 session.

They did not have one posdtion on macro issues, such as protecting the economy from
foreign penetration or the best methods of supervising capital markets.

They did not take a legiddive initiate by submitting law hbills related to economic
liberdization or privatization.

Laws hills are ill ushered into paliament quickly and passed in bad formulation.
Investment law 8/1997 is a good example: it took 44 days in parliament and
discussats were  unsatisfied  with  its  formulation  (Parliamentary  Minute  #65,
5.5.1997, p. 57-58 & 63).

Could the busness MPs improve the process of legidaion? The increasng engagement
in the lagt session indicates a tendency on the part of busnessmen to spesk up even on laws
where they do not have a direct interest. This could be a pogitive indicator of a tendency to act as
lobbyigs for collective private sector interet, not only for persona interests. Moreover, the
speaker of parliament and other members seem to accept the fact that business MPs could spesk
in the name of the busness community as wel as advertise ther own business activities. This
right to speak on behaf of an interest group does not equaly apply to others, for instance those
who fed they represent the public sector (Parliamentary Minutes #32, 11.6.1991, p. 23).

To capitdize on these tendencies:

A potentidl member's pre-parliament experience could be enhanced through an open
political environment which dlows free organization of political parties and busness
associaions that train collective aggregation of interest.

A potentid member's paliamentary career needs to be determined by his clean
finencid record. This means redricting paliamentary immunity to wha the
parliamentarian says ingde parliament, so that immunity does not include wha he
does privatdy outsde parliament.

Campaigning money could be reduced to cut down on corrupt eectioneering and
rent-seeking.

The 50% quota for workers and peasants could be kept under one condition, that
farmers and workers be alowed to gain experience in alively civil society.

Making paliament as a whole more powerful, by submitting government programs
and budgets on time, by encouraging more presence in discussons and more reliance

on expert opinion.
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6.2 Extra-Parliamentary Interest Representation °

Improving the information and knowledge base of parliament is partly dependent on the
production of information and knowledge outsde parliament. We focus next on three mgor
interest groups and one state ministry to study the organizational capacity of each with regards to
one issue on which a unified lav has been debaed for 5 years the Egyptian Businessmen
Asociation (EBA), the Federation of Egyptian Indudtries (FEI), the Federation of Labor Unions
(GFLU), and the Minigry of Manpower. As the principa representatives of labor and capita
interests, the perceptions, objectives and strengths of these organizations are assessed to provide
a better undersanding of the inditutiona environment of labor capita relaions in contemporary

Egypt.

As we proceed to the issue of lobbying, the condraints and frailties of these organizations
are highlighted in order to understand the organizational weskness of the lobbying system in
1990s Egypt. Our study shows that the inditution of lobbying has serious organizationa and
political wesknesses that need improvement to upgrade the supply of information relevant to law
enactment.

In the Egyptian system, the dtate in generd, can be better understood as a government of
men rather than laws. Whils formda politicad inditutions and groupings do exis, these ae
predominantly devices which are manipulated to maximize the persond power of the rulers
(Jackson & Rosenberg, 1982, p. 10-11). In the case of post-1952 Egypt, the absence of well
organized organizations that are independent of the dtate have been a prominent festure of the
politicd system. Indeed, it is largely because of the absence of such groupings that the system of
persond authoritarian rule continues to exig thus dlowing Egypt's successve presidents the

opportunity:

“to exercise the prerogatives of leadership unfettered by the constraints of organized constituencies’
(Springborg, 1975, p. 86).

The relaionship between the state and labor, and the organizationd ructure of labor
under a centrdly planned economy in post-1952 Egypt, provides an apt example of the
mechanisms that have been used to hinder the development of autonomous organized groupings.
Nasser’'s move to naiondize a large segment of manufacturing and commercia enterprises in
the early sixties, not only margindized private capitd to the extreme, it dso coincided with the
implementation of a number of favorable laws for the Egyptian labor force. These ‘populist’
laws included the reduction of working hours for workers of industry, the establishment of a
socid insurance scheme, doubling the minimum wage and the provison by government of
adminigrative and manud jobs to dl universty and secondary school graduates respectively (El-
Shafel, 1995, p. 16).

8  Author: Dr. Maye Kassem, Department of Political Science, American University in Cairo.
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The regime's effort to co-opt organized labor as presented in labor unions has been
equaly apparent over the decades. New laws amed a expanding union membership, the
cregtion of a general federation of trade unions, and most sgnificantly, the condruction of a
hierarchicd and semi-offidad modd of union organization, were implemented soon &fter the
post-1952 regime was established. In addition, the co-option of union leaders by the government
through disparate forms of patronage further hindered the development of cohesive, independent
unions.

The quedtion thus remains as to whether such cardina drategies of rule are compatible
with economic redructuring. The gradua easng of doae subsdies and the cessation of
guaranteed date employment for graduates as witnessed in the 1980s indicates tha the
government was coming to terms with the fact that it could not afford the co-option of such a
large segment of the population. In the words of one Egyptian officid, the government
eventualy came to terms with the fact thet:

“ after the debt crisis in 1987..it became inevitable to undergo a comprehensive reform in the economy,
specially after realizing the inefficiency of the partial reforms undertaken during the 1980s, and that the
rescheduling of foreign debt in 1987 was useless’ (Khattab, 1998, p. 5).

Since the trandfer of Public Enterprises to the private sector congtituted the cornerstone of
Egypt's comprenensve Economic Reform and Structural Adjustment Program, it would seem
that the government is not only faced with loosng a large segment of its own co-opted
condituency, but dso with the emergence of a new and powerful indudstrid private sector -
organized, financidly secure, and potentidly independent of the date. It is perhgps due to this
potentia chdlenge, and hence the insecurity in terms of its future podtion ad role, that the
Egyptian government appears to be teking very cautious seps into this new direction of
privatizetion and true economic liberdization. We d<hdl look into busness organizationd
srengthin 6.2.2.

Indeed, whilst the government officidly began its privatization program in 1991 with an
am to retrench 650,000 workers by the year 2000, the process of retrenchment did not gain
momentum until 1996 because as one senior union officia admitted:

" Government policy on privatization since 1990 was very slow” .... (Interview by author with Mostafa
Mongy, Deputy Chairman of GFELU, 5.12.1998 in Cairo).

Since 1996 pat of the retrenchment process has taken the form of voluntary early
retirement packages which are predominantly aimed at workers over he age between 50-58 for
males and 45-58 for femaes who have completed a minimum of twenty years service within the
public sector. Depending upon the amount of years left before a worker can clam date pension,
these compensation packages vary between a minimum of thirteen thousand Egyptian pounds
(L.E) and a maximum of thirty-five thousand L.E. (Khattab, 1998, p. 20). Thus in three years
(1996-1998) the Egyptian government has paid out an estimated sum of L.E. 1.467 hillion on the
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ealy retirement packages of sixty thousand State employed workers (The Eath Center for
Human Rights "Report on the Condition of Labor & Laborers’, 1998). On surface, one may
logicdly assume that such generous government compensation is directly linked to the
barganing tactics and pressures of the General Federation of Egyptian Labor Unions (GFELU)
on behdf of the 45 million workers it officidly represents. However, as we look a the
organizational structure of labor, it becomes clear why this does not appear to be the case.

6.2.1 The Organizational Structure of Labor

Labor unions under the umbrela of the GFELU derive ther income from two main
sources. The main source being the 1 L.E. monthly membership fees deducted from the 4.5
million represented workers. This monthly income is didributed so that the GFELU receives
10% of the totd, the union reserve fund is dlocated another 10%, whilst 20% is distributed
equaly amongst the twenty three different labor unions represented by the GFELU and the
remaining 60% covers the costs of disparate union committees and administrations. The second
main, yet less clear to determine, source of income is derived from union invesments. The most
prominent of which is d-Sahd d-Shamay, a tourist resort in Egypt (Interview by author with
Mostafa Mongy, Deputy Chairman GFELU, 3.7.1999 in Cairo).

The GFELU- which is located in a large, old government type building in downtown
Cairo- comprises gpproximately 300 bureaucratic type employees, whilst each of the 23 separate
labor unions have between 10-15 employees (Interview with M. Mongy 1998). It would seem
therefore, that the overdl income of labor unions is more than sufficient to cover its basic
overheads. In this respect, organized labor in Egypt can be viewed as financidly autonomous
from the date. Financid independence however, does not imply that labor unions are wholly
autonomous from state control. Rather, labor unions in 1990s continue to possess the same
characteritics of previous decades. Namdy, that of wesk entities that are controlled by
government through various laws and through the co-option of its leaders.

Law 12/1995 gppears to have further reinforced the structural weskness of organized
labor from two man perspectives. Firdly, dthough workers on fixed-term contracts (i.e. most
public sector workers employed since 1985 when the government ceased issuing permanent
contracts) had the right to vote in union dections, they were not, however, permitted to run in
such dections (Kienle, 1998, p. 227). Since it is this sector of workers who are the most essest
to digplace during privatization, it would gppear that by baring them from union eections, the
government reduces the likelihood that unions voice genuine oppostion or exert pressure during
economic re-dructuring. Second, outgoing union leaders, according to the new law, were
permitted: “to stand for redection on the sole bass of having been dected to ther postions
previoudy.” In other words, it was no longer necessary: "to be redected a their own firm before
being redlected to the board of the Federation or to one of its 23 branches’ (Kienle, 1998, p.
227). What this move suggeds, is that for those individuds gtting on the board of the
Federation, genuine representation of workers as obtained through eectoral support a the
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grassroots leve is not particularly desred by the government. Rather, the clause indicates that
the pogtion of co-opted Federation leaders is further secured, ensuring minima union challenges
to government. In this context, the fact that compensations for early retirement were formulated
by the government- as a result of a proposd submitted by the Socid Development Fund's
Human Resources Development Program (HRDP)- and with minima input by Federaion
leaders, indicates that the conventiond reationship between government and organized labor
over the decades remains virtudly intact.

Indeed, the nature of union input in the impending unified labor lawv appears to further
reinforce this assumption. Within a framework condructed by the International Labor
Organization (ILO), negotiations on the new law comprised three groups. government (formaly
represented by the Ministry of Manpower and Immigration), capitd (formaly represented by the
Egyptian Federation of Indudtries) and workers (formaly represented by the Generad Federation
of Egyptian Labor Unions). Whilg the presence of prominent lawyers indicated that capitd
gppeared to have entered into the collective negotiations well prepared and represented, the
workers:

“were mostly represented by a small number of leaders of GFELU (essentially one person) without
additional support. It is no secret, for example, that the present chairman of the GFELU is most likely to be
the next Minister of Manpower” (Fergany, 1998, p. 6).

The prevaling co-option of union leaders into the politicAd system means that it is not
unusud to find individuds who smultaneoudy represent workers and government. |lludrative
of this is the presdent of the GFELU Al-Sayed Rashed. He cannot be classfied as smply a
miniger in waiting, but is in fact a veteran member of the Presdent’s ruling party (the NDP), a
member of the People's Assembly and its deputy spesker. It is worth mentioning that the deputy
presdent of the GFELU, Mogtafa Mongy, is dso a veteran NDP member and incumbent in the
Peoples Assembly. In this context, it is logicd to assume that the intertwined relaionship
between government and organized labor has prevented efficient and autonomous representation
of Egyptian workers on the grassroots level. In turn, this suggests that government congderation
of labor with regard to the prevalling privatization process is not linked to the power of labor as
an organized condtituency, but rather as a consequence of concern for the preservation of the
regimes sability.

The unified labor law is a case to the point. Whilst plans for the unified labor law began
as ealy as 1992 and a find draft of the law was “legdly “revised” by the Legidation Department
of the “State Council” in January 1996” the government to date, has not presented the law to the
legidature (Fergany, 1998, p. 5). There appears to be little resstance from union leaders. As
Aisha Abdd-Hadi from the GFELU’s executive council clamed: "our pogtion remans in favour
of the law and we continue to cdl on the government to send it through parliament” (Al-Ahram
Weekly 11-17 February 1999). Meanhwhile, certain eements within the proposed law are not
favorable to the Egyptian worker. The proposed law will: (@) make it easer for an employer to
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hire and fire employees, (b) shorten the length of paid annud holidays, (C) shorten the length of
paid and unpaid maternity leave, (d) link pay increases to market profits, while it is currently an
annua right (Interview by author with Hoda d-Marghany, Economist, Federation of Egyptian
Industries on 27.5.1999 in Cairo).

It would appear that because of the weak stand of the GFELU, government fear of worker
disputes and riots has resulted in the delayed implementation of this law. As Abd a-Ghafaar
Shokr from the Tagammu' party explained:

“The law has been ready since 1996 but the government has not had the courage to put it through the
Assembly... the government is trying to appease workers first before implementing it”  (Interview by author
with Abd al-Ghafaar Shokr, Senior Tagammu Party activist on 27.1.1999 in Cairo)

Such appeasement it would appear, included from January 1999, a 25% incresse in
workers overdl benefits. In this respect, it seems that governmenta policies remain influenced
by the potentia reaction of workers both in the work place and on the sreets rather than by the
effectiveness of labor as an organized congtituency represented by labor unions.

6.2.2 The organizational structure of the Ministry of Manpower

Nationd inditutions that fdl within the redm of labor are predominantly week entities
that appear to lack the capacity to ded effectively with the new demands emerging as a result of
dructura adjustment. An extensve report published by the ILO on job creation and poverty
dleviation in Egypt dated that in order to indigate an effective policy framework to assst “an
employment intensve growth drategy”, it is first essentid to tackle the “age old problems of co-
ordination...ensuring co-ordination through efficient mechaniam, thus parting with the traditiond
gpproach of establishing “committees’ and “supreme councils’ that have proved to be hardly
functional” (ILO Report, 1997, p. 58).

As the main government inditution respongble for labor, the Ministry of Manpower and
Immigration provides an got example of the underdeveloped date of government inditutions.
According to deputy miniser Mohammed Husni d-Anani, the Minisry focuses on planning,
development, and employment for workers. The provison of employment for workers according
to a-Anani conditutes the primary role of the Minidry (Interview by author with Mohammed d-
Anani, Deputy Miniger in the Ministry of Manpower on 25.1.1999 in Cairo). The Ministry has,
snce Nasser's “populist” policy of guaranteeing date employment to dl universty and
secondary school graduates, played a vitd role in the placement of a large proportion of the
employees that currently congtitute Egypt’s public sector work force. The question, however, is
the extent to which the Minisry has emerged from peforming the rdaively draightforward role
of “placing anyone to any vacancy” within the public sector to deding with the less ampligtic
patterns of supply and demand based employment (Interview by author with Fathi Farghdli,
Generd Director, Labor Market Group, Ministry of Manpower on 25.1.1999 in Cairo ).
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On surface, it would appear that the Ministry of Manpower is facing little difficulty in
this respect. According to a senior Minigry officid, the termination of government policy on
guaranteed dtate employment meant that the Ministry has been working on the bass of supply
and demand hiring from the mid-eighties. This according to the same officid, has entalled the
relatively sraightforward process of the unemployed going to register a their loca employment
office and the employment office in turn sdects the most suitable candidates for esch of the
registered vacancies (Interview by author with Fathi Farghdi, on 25.1.1999 in Caro). An
employment office is located in each area nationwide and al ae linked to the Minigry of
Manpower which passes on details regarding vacant positions within the date. It is through these
offices that the Minidry is able to maintain its nationd record on unemployment.

On cdoser ingoection however, the organizationd efficiency of the Ministry of Manpower
is rather quedtionable. Indeed, the Ministry does not lack in manpower for it lays cam to
gpproximately one thousand bureaucrats within its Caro headquarters and gpproximately four
thousand scettered nationwide in the local employment offices (Interview by author with Fathi
Farghdi, on 3.7.1999 in Caro). However, its organizationa inefficiency can be detected from
the nature of its employment offices they have functioned in a predominantly adminigrative
capacity. Yet whilst privatization and the emergence of a private sector implies demands for a
higher and more complex labor market, it seems the role of employment offices remain ddic.
Currently, employment offices have minima contact with private employers. In fact, whilst
employers can advertise job vacancies a their loca employment office, these offices do not
attempt to take the initiative and gpproach employers to use this service.

Whilg information on Minigry budgets are difficult to obtain, it is not impossble to
deduct the overdl organizationd cgpacity of the Minidry of Manpower. Whilg the Minigtry is
daffed by agpproximady five thousand employees nationwide, the manner in which they had
been recruited and their low, state determined sdaries, indicates the prevaence of an overstaffed
and under-skilled workforce. In addition, the Ministry headquarters which is located in Nasr
City, may be large in sze but it gppears to lack the echnologicd fadilities that would endble it to
function more efficiently. As | waited to meet a deputy minister on one occasion, | noticed that
his persond secretary was using an old typewriter to write up a document. No computers or fax
machines were evident.

It is not surprising therefore that the 1LO acknowledges limited organizationd capacity of
the Ministry of Manpower and the fact tha its employment offices must expand in their role so
as to be dle to: () asses the skills of the unemployed (i) better communicate with
employerdprovide information and advice on personnd matters and (iii) provide adequate
traning for the unemployed (Interview by author with Dr. Loretta De Luca, Senior Employment
Specidist, ILO on 28.1.1999 in Cairo). The ILO is currently working to assst the re-modding of
the Minidry of Manpower's employment offices dong these lines. The program however will
not be piloted untii sometime in the year 2000 and if the experiment proves successful, the

39



ZEF Discussion Paper on Development Policy 30

project will be expanded within the context of a long term project (Interview by author with Dr.
Loretta De Luca 28.1.1999 in Cairo).

Perhaps the mogt podtive achievement of the Minisry of Manpower in redion to
asssing Egypt’s labor force find work is the publication of its “Nationd Employment Bulletin”.
This impressve monthly publication boasts on average 9,000 advertised job vacancies To
encourage participation, employers advertise free of charge in the journd. Its relatively cheap
price of L.E.1 means that it should be within the reach of potentid job-seekers. It should be
noted however, that this project was planned and financed in conjunction with the ILO-thus
reasserting the Ministry of Manpower dependence upon outsi de assistance.

There is nonethdess ample evidence to the lack of information processing in the area of
the labor market. The Nationd Metd Industries Company (NIMBI) can perhaps provide an
indication of the problems that exis when entrepreneurid awareness and support from
government is weak. Located in Khanka, a smal town on the outskirts of Cairo, in 1993, the
NMIC possessed 3,500 employees. As a result of being prepared for privatization, the company
began its firs phase (50-58 year old employees) of early retirement in 1997. By June 1998, al
employees were asked to volunteer for early retirement regardiess of age and length of
employment. Towards the end of 1998 one thousand nine hundred and eighty-seven employees
had taken voluntary early retirement a a cost of gpproximatdy seventy-seven million L.E
According to the company charman, Rizk Allah Shokr Allah, it is unlikdy that more than eght
to ten percent of those employees will be adle to find work in the private sector. Although
financialy secure a present, the redt, in his view, will ether suffer from the psychologicd
effects of unemployment, spend most of ther money on marrying of ther children or use ther
compensation to set-up a smal business (Interview by author with Rizk Allah Shokr, Chairman,
NIMBI on 18.11.1998 in Khanka).

In fact, one of the most common business ventures of his former workers appears to be in
the fidd of transportation. Based on author's personal observations in Khanka (for there are no
systematic sudies of how early retirement workers have used their payments), it would seem that
a dgnificant proportion of former workers in the Khanka enterprise have used ther
compensation as down-payment for the purchesng of mini-buses on the assumption that the
revenue derived from transporting either people or goods would cover their monthly ingdlments
and provide them with a living. What was not anticipated however, was that the demand for such
a sarvice far exceeded the supply, causing Khanka to be over-run with eager drivers but a limited
number of customers.

In this respect, it would appear that the Egyptian Government is unprepared and unable to

efficiently direct labor into the emerging private sector. As a result, labor in Egypt continues to
remain dependent upon the Sate asit’s main avenue of employment security.
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6.2.3 The organizational structure of capital

Private capitd in contemporary Egypt remains a relatively underdeveloped dructure.
Various busnessmen associations can be located throughout the country, but such associations
ae regisered under the umbrdla of the Minisry of Socid Affars Thus by law, these
associations have no poaliticd role.

Two indicators will serve to assess the cgpacity of these organizations. their average size
and ther financid podtion. The Egyptian Budnessmen's Associdion (EBA) was the firgt
busness associaion to be edablished in post-1952 Egypt (established in 1975; formaly
regigered in 1979). Its membership congsts of gpproximately 450 individuas who pay a lump
sum of 10,000 L.E. for entry and ten an annuad membership fee of 1,500 L.E. each (Interview
by author with May Sdem, Public Relations Manager, EBA on 13.1.1999 in Cairo). It's basc
annud income is dightly over hdf a million L.LE. As a mechanian of geneaing revenue to
finance its sxteen well educated, bi-lingud saff who occupy hdf a floor of a modern, expensve
tower block in centrd Caro, the EBA focuses predominately on the provison of executive
sarvices to its members. In other words, a a price, Egyptian businessmen can obtain access to
the various executive facilities provided by the EBA.

It is important, however, to note that whilst busnessmen asociations perform a limited
role in their forma capacity, in some instances the government dlows them the opportunity to
participate in some political issues. The representatives of the EBA atend meetings a both the
Minigtries of Foreign Affairs and Trade. It was through such meetings, that one of EBA concerns
regarding the French banning of Egyptian potatoes was taken on board and resolved by the
Minigry of Foreign Affars (Interview by author with May Sdem on 13.1.1999 in Caro). In
another case, the clams of EU producers that Egypt is “dumping” too much agricultural products
and manufactured cottons into their market has led the EBA to compile vigorous reports and
data- in a Igmilar manner to the potatoe episode- which it presented to the Ministry of Foreign
Affars so as to assigt the Ministry counteract these cdlams (Interview by author with May Sadem
on 4.7.1999 in Cairo). Additiondlly the EBA has been invited by the government to attend, on
behdf of Egyptian Busnessmen, the annua conference held by the Regiond Busness Coundil
(Interview by author with May Sdem on 4.7.1999 in Caro). While such activities indicate the
exigence of communication channels between such associations and  representatives  of
government, the fact remains that associations of this nature have no forma input with regard to
the socio-economic policies of government. Indeed, the sole organization which is in the formd
position to participate in such a capacity is the Federation of Egyptian Industries (FEI).

Unlike busness associations, the FEI is officidly afilisted to the Ministry of Indudry. It
is composed of fourteen chambers that encompass dl the indudries in Egypt. Smilar to the
Federation of Labor Unions, the FEI appears to be structured dong hierarchicd lines that are
closly linked to government. The Federation is composed of fourteen boards (representing the
fourteen chambers), and one general board representing the entire Federation. Of the fifteen
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members of each board, eeven are eected whilst four are gppointed by the Minister of Industry.
As for the generd board representing the entire federation, it is the Minister of Industry who
gppoints the board chairman and two other deputies whilst five more board members must have
minigerid gpproving (Interview by author with Dr. Abdd Basat d-Seba, Director of Technica
Affars, FEI on 7.1.1999 in Cairo). As this predicament suggests, government ownership of
industry over the decades has | eft the FEI not wholly autonomous from government control.

With regard to the Federation’s financia capacity, it does not appear to have reached sdlf-
generding level. The basic source of income for the Federation is the L.E 1.6 million in annud
membership fees. This conditutes gpproximatey 40% of the Federation’'s annuad income. As
with Busnessmen Associations, the FEI attempts to generate the rest of its income by providing
services D its members. Such services range from the provison of export awareness programs to
the setting up of rlevant meetings (Interview by author with Loutfi Mizhir, Executive Director,
FEI on 10.1.1999 in Cairo). In an effort to build its organizationd capacity, the FEI has used a
government fund and an USAID 35 million $ fund to build a three-gtorey office building
overlooking the Nile and to hire bi-lingud young professonds for its new location (Interview by
author with Loutfi Mizhir, on 10.1.1999 in Cairo). In comparison to its origind headquarters
which occupies a fraction of a floor in a rundown tower block in downtown Caro (and which
dill functions in an adminidrative capecity- with typical dtate bureaucrat type employees), the
new and very modern looking headquarters is indeed a contrast. According to one senior officid,
the FEI needs a least another $30million to finish the congruction of the building and help it
reech a higher working capacity (Interview by author with Loutfi Mizhir on the 10.1.1999 in
Cairo). In such a context, whilst there does appear to be indicators which suggest that the FEI is
atempting to develop its organizationd capecity, it is dill in its very early sages. Perhgos most
reflective is the acknowledgement of FEI representatives that in terms of drength and influence,
the organizationad dructure of cepitd in Egypt: “cannot be compared to developed capitdid,
democratic countries’ and that the role of the FEI can best be viewed as. “the eye which dlows
the government to see the problems of industry” (Interview by author with Loutfi Mizhir on the
10.1.1999 & with Dr. Abdel Baset d-Sebai on 7.1.1999 in Cairo).

Whilst business associdtions, including the EBA, are given access to view some drafts of
laws, actua participation in the formulation of the law and policy does not exist except through
the FEI. However, the efficiency of FEI lobbying on behaf of capitd is rather questionable.
According to a senior FEI member, they do not keep records of the number of meetings they
have with government or of the conferences held per year on the issues linked to the country's
economic program (Interview by author with Dr. Abdd Baset €-Sebai, Director of Technical
Affairs, FEI, on 3.7.1999 in Cairo).

6.2.4 An overview of the lobbying system

In the absence of srong, cohesive organizaions that represent labor or cepitd in an
autonomous capacity, it is difficult to tak about an inditutiondized lobbying system. Indeed,
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snce 1986 a joint council comprisng government representatives and the Egyptian Businessmen
Asociation was edtablished by government decree so that both sides discuss economic policies.
The Alexandria Busnessmen Association and the American Chamber of Commerce have aso
been known to hold regular meetings with government representatives (Gomoa 1996, p. 160-61).
However, it is difficult to assess how “regula” such meetings are because in redity scheduled
meetings do not exis on a sysematic bass. The EBA tends to meet with senior government
officdads on average three to four times a year, only when a specific issue affecting members of
the EBA needs to be addressed. The French banning of Egyptian potatotoes, the European Anti-
Dumping campaign, and the limits imposed on Egypt’s free trade zone as a result of Decree 619
of 1998 dl conditute examples of the type of issues that compelled the EBA to approach senior
government officids over the period 1998 to mid-1999 (Interview by author with May Sdem on
4.7.1999 in Cairo).

The fact remains, however, that while representatives of capitd may through various
busness assodiations and chambers maintain forma channds of didogue with government, such
inditutions, as mentioned previoudy, ae not “involved in the policies of government’
(Interview by athor with May Sdem on 4.7.1999 in Caro). A vivid illusration of this
predicament is the issuing by the government of decree 619 in late 1998. In efforts to further
discourage the flow of foreign goods into Egypt, the government through decree 619 managed in
effect to sop Egypt's free trade zone. This decree meant that members of the busness
community were no longer able to buy foreign goods without a Certificate of Origin (i.e it was
no longer sufficient that the goods be brought from Free Zone areas but must be brought directly
from country of origin - an expensve and time-consuming process). The implications of decree
619 were even more disastrous for the Free Zone traders who overnight found themsdaves with
no demand for their existing stock. The BBA in turn had little choice but to compile a document
arguing the case of the decree on behdf of its affected members and present it to the Minister of
Trade in an urgent meeting. It was largely the result of EBA efforts on this issue that the
government decided not to put the decree into immediate effect, but to alow a sx month “grace
period” beforeits implementation (Interview by author with May Sdem on 4.7.1999 in Cairo).

The lobbying efforts of the EBA with regard to decree 619 of 1998 may be considered
successful in that the EBA managed to influence the government into dlowing a Sx month grace
period. Nevertheless, the fact remains that the EBA wants the decree abolished. Perhaps if the
government had taken into condderation the views of the busness community, a compromise
could have been reached by both sdes. Indeed, the EBA understands the government’s view on
the need to redrict exported goods into Egypt, but as its public relations manager points out:
“there must be didogue’ (Interview by author with May Sadem on 4.7.1999 in Cairo).

The EBA holds on average twenty conferences and seminars a year. Whilst the mgority
of these conferences and seminars are income generating exercises which focus predominately
on topics amed a rasng awareness of members of the busness community - issues ranging
from tax incentives to import/export procedures in Egypt - gpproximatdy sx to seven of these
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events are in redity an indirect method of lobbying in which senior government officids are
invited to ‘participate. The topics of the ‘lobbying’ conferences vary depending on the issues
that arise during a specific year and on some occasions severd of these events focus only on one
issue. The privatization lawv of 1996, for example, led the EBA to hold four conferences on this
issue done during that period (Interview by author with May Sdem on 4.7.1999 in Cairo).
Whilst experts and senior government officids attended to give ther points of view and answer
the queries of the attending busness community, again, it is difficult to measure the extent to
which these conferences in particular, and sSmilar conferences in generd, ae taken into
condderation by Egyptian policymakers during the formulation of laws.

It would seem that issues of capitd concern are highlighted to government through four
man avenues of lobbying: (i) presentation of working papers to government officds, (i)
inviting minigers to discuss a paticular issue in a conferenceforum;(iii) approaching journdigts
with informetion; and (iv) individud busnessmen goproaching members of government directly
(Interview by author with May Sdlem on 13.1.1999 in Cairo).

One can argue tha the government does atempt to take into consideration the concerns
of representatives of capital. However, it seems more likely that governmenta wants capitdists
to create jobs, rather than consders capital as a strong autonomous congtituency. As Dr Abdel
Basst El Seba from the Federation of Egyptian Indudtries explans “The nationd target is the
cregtion of haf a million jobs a year. Pressure on government comes from here. We can say: if
you want us to create more jobs, then give us the facilities’ (Interview by author with Dr. Abdd
Baset a-Sebal on 7.1.1999 in Cairo).

The fact tha mass unemployment conditutes the governments biggest fear is further
confirmed by USAID (Interview by author with Dr. Robert E. Wuertz, Divison Manager, Sector
Policy, USAID on 14.1.1999 in Cairo). It is not surprisng therefore that USAID adopts smilar
strategies. In the words of a senior USAID officid: “USAID is the most effective organization in
terms of watering the soil and fertilizing it. If USAID is effective in pushing Presdent Mubarak
to drop the seed, the answer is no. This depends on the President’s persond decision” (Interview
by author with Dr. Robert Wuertz on 14.1.1999 in Cairo). For example, the ineffective state of
ports in Egypt led American businessmen who were dependent on these ports for the importing
and exporting of various merchandize including durable products such as food to approach
USAID with ther concerns. USAID subsequently prepared a conference in which prominent
politicians were invited. In return for amending legidation and rectifying the legd obgacles
which preval within this paticular framework, USAID offered some form of financid
assdance. In fact, progress with respect to Egyptian ports were not witnessed until Presdent
Mubarak on a vist to China saw for himsdf the efficiency of Chinese ports and the benefits
entailed as a consequence. Hence, it was largely on the bass of what he saw in China, and not
the lobbying of USAID, that convinced him of the need to reassess the port Stuation back home
(Interview by author with Dr. Robert Wuertz on 14.1.1999 in Cairo).
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Lack of autonomy and a tendency to rey on persond contects inflicts the lobbying
sysem in Egypt. That is partly a consequent of government's co-optation schemes. It should not
be surprisng that the regime's drategy of co-opting influentid individuds into the Nationa
Democratic Party (NDP), encourages Egyptian representatives of capital to rely on the persona
and hence individudistic methods of lobbying (M. Kassem, 2000). As Ramy Lakah, one of
Egypt's biggest busnessmen and employer of approximatdy eight thousand people admits “I
am not a member of any [business] association. These channels are not necessary to get through
to government. If there is a problem it is better to go directly to government, to one of the
Minigers or the Prime Miniger. He is accessble so there is no need for organization
[interference]”  (Interview by author with Ramy Lakah, Egyptian hillionaire businessman,
17.11.1998 in Cairo). Since entry to the People's Assembly as an NDP deputy is a mechanism
which would provide unlimited access to centrd government and the patronage and contects it
commands, Lakah was preparing to compete in the legidative dections of the year 2000.
Lakah's drategy is neither a rae or new phenomena (Financid Times Survey Egypt (Annud
Country Report), Tuesday 11.5.1999, p. 1).

The government dso utilizes the Shura (Conaultative) Council for smilar purposes. The
Presdent, usng his prerogative to gppoint one-third of the Council, gppointed amongst others,
Mohammed Farid Khamis and Louis Bishara, the two leading carpet and clothing manufacturers
in Egypt respectively. What this suggedts therefore, is that whilst capitd may be emerging more
prominently in 1990s Egypt, one cannot ignore its intertwined relationship with government and
hence its lack of autonomy from the date. In this respect, the fact that capita does not condtitute
a drong, independent and most importantly perhaps, cohesve condituency, means in turn tha
the forma lobbying process for capita continuesto be an inditutionaly underdevel oped entity.

In the case of labor, it is dso difficult to detect an emerging sysem of effective,
inditutiondized lobbying. As discussed previoudy, the co-option of union leaders over the
decades and the intertwined relaionship between the dtate and Egyptian unions has weskened
the forma representation of labor. Compared to organizations representing capitd, it would
seem that the GFELU possess much easier access to government. According to the GFELU's
deputy chairman, gppointments to meet with a government minister can be arranged for the same
day. In the case of the Miniger of Labor, he is in daly contact with GFELU leaders.
Furthermore, while a record of the number of conferences hed by the GFELU pre-1998 is
unavalable, it is edtimated that the GFELU held gpproximatedy twelve conferences related to
privatization during 1998 (Interview by author with Mostafa Mongy, 3.7.1999 in Cairo). The fact
that such conferences, held largely for loca union leaders and workers generdly interested in the
privatization process, include senior government officids as guest speekers can be viewed as a
further indication of the open communication channds between centrd government and
organized labor.

On dosr andyss however, such conferences are not redidicdly events amed at
conveying workers viewpoints. Insteed, it would gppear that union organized conferences are
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predominately regarded by the government as an opportunity for a propaganda exercise.
Indicative of this are the comments of the deputy charman of the GFELU with relation to the
early retirement scheme. In his view, the policy of early retirement initidly caused gpprehenson
and fedings of insecurity amongst the workers. Moreover, certain “leftit” workers atempted to
aggravate the dgtuation to their advantage. As a consequence, the GFELU arranged severd
conferences in which both government officids and union leaders “explaned” to atending
workers the sysem of ealy retirement and its potentid benefits (Interview by author with
Mostafa Mongy on 5.12.1998 in Cairo). Listen to the comments of two state-controlled company
charmen: Dr Ali Hilmi, charman of Egypt's largest iron and sted company for example, points
out: “it is very difficult to influence government decisons’, and in redity, government policy,
according to Rizk Allah Shokr Allah, charman of one of the companies being prepared for
privatizetion, is only truly influenced by “externdly imposed economic reforms’ (Interview by
author with Dr. Ali Hilmi, Chairman of Metd & Sted Industries Co. On 14.11.1998 in Tibbeen;
Interview by author with Eng. Rizk Allah Shokr Allah, Charman of Nationd Metd Industries
Co. On 18.11.1998 in Khanka)

The role of oppodtion paties as an dternate avenue of labor representation is dso
limited to the extreme. Whilgt the officid Tgammu and Nasserite plaiforms are based on
socidigt ideologies and the advocating of workers rights, it is very difficult to lobby on behdf of
labor. The reason for this is the overdl wesk podtion of politicd parties in contemporary Egypt.
In terms of financid capacity, oppostion parties -unlike the ruling NDP- have little if any direct
access to date resources. Rather, oppodtion parties rely on: (1) membership fees and private
donations;, (2) revenue derived from sdes of party newspaper and occasond party publications
and; (3) an annud lump sum of £L.E100,000 distributed by the Shura Council to every registered

politica party in Egypt.

Whilst the 100,000 Egyptian Pounds is an assured fixed income, membership fees, are
indgnificant. The Tgammu’ for example currently have gpproximately 25,000 members who are
expected to pay 1 Egyptian Pound a month membership fees. According to one of its senior party
activig, mogt of the members do not pay on time and it is not unusud for members to backlog in
payment for years in a row (Interview by author with Abd a-Ghafaar Shokr on 3.7.1999 in
Cairo). Membership fees for the Nasserite party is, a 6 Egyptian Pounds per annum, dightly less
than that of the Tgammu'. According to the party’s deputy charman membership stands at
60,000, a dight exaggeration says Editor in Chief of d-1zbu, who put the Nasseris membership
figure a one thousand only (Interview by author with Hamed Mahmoud, Deputy Chairman of
the Nasserigt Party on 3.7.1997 in Cairo & with Mostafa Bakri, Editor in Chief of d-1zbu' on
3.7.1997 in Cairo).

In terms of newspaper sdes, the dtuation gppears equdly bleak. Due to poor newspaper
circulation, opposition newspapers tend to rely on the sde of advertisng space as a form of
financial compensation. However, as in the case of donations, advertisers tend to keep a distance
when a party paper becomes too critical of government for fear of government reprisd. As a
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consequence, politica parties who use their newspapers as a mechanism to lobby on behaf of
workers find themsdves being further weskened in the process. Thus in turn, being ungble to
provide effective assistance to the workers whose right they champion.

The fact that the NDP has continuoudy maintained over 90 percent of legidative seats
further ensures the margindization of oppodtion paties both in teems of paticipating in the
policy-making process and lobbying on behaf of workers. Attempts of active participation has
led those two oppostion parties to organize conferences on behadf of workers. In 1998 the
Nasserites hed approximately ten conferences dedicated to the issue of privatization. The
Tgammu held approximately four during the same year with an audience of workers that
ranged from fifty to five hundred. However, in contrast to conferences held by representetives of
capitd or labor unions these conferences differed sgnificantly: government officas athough
invited to speak, were aways congpicuous by their absence (Interview by author with Abd -
Ghafaar Shokr on 3.7.1999 in Cairo).

Expectations rose within the Tganmu’ when in May 1999 the paty’s secretary generd
Dr Rifaat Sad met the Minister of Labor, Ahmed El Amawy to present his party’s view on the
impending labor law. Indeed, an agppointment to meet the Minider is an achievement, especidly
in view of the fact that prior to this meeting no persond didogue relaling to economic reform
had existed between oppodtion paty leaders and the government. In fact, the last time
oppostion leaders had any direct communication with government was in October 1997, when
then Prime Miniger d-Ganzouri assembled them to lecture on the project Toshka. The point
nevertheless, was that a two way didogue seemed to be absent in such mesetings. This is best
reflected by the Labor Miniger, who emerged triumphantly from his meeting with Dr. Rifaat
Sad of the Tagammu Party to declare that he had managed to convince the Tgammu that the
labor law was good (Interview by author with Hamed Mahmoud, Deputy Chairman of Nasserist
Party on 3.7.1999 in Cairo and with Abd al-Ghafaar Shokr on 3.7.1999 in Cairo).

By curtalling the activities of politicd paties and not paticipating in a didogue with
them, the government has maintained its objective of margindizing the role of oppostion parties
to the extreme. Such a predicament was summarized by Hamed Mahmoud, Deputy Chairman of
the Nasserite party as he stated:

“Workers sometimes come to us to complain and we try to pass on their grievances to government.
Unfortunately we [the opposition] have a small voice in the People's Assembly. We also air grievances
through [occasional] conferences and through party newspapers, but because of our stand we lose adverts
which isa major source of newspaper revenue.” (Interview with Hamed Mahmoud on 12.1.1999 in Cairo)

In the find andyds, it seems that an effective avenue of lobbying on behdf of labor
continues to be absent in contemporary Egypt. This in turn suggests that fear of socid unrest
remains the main factor of governmental condraint in relaion to labor. In fact, political violence
reeched its highest levd this century between 1992-93, two years dfter the beginning of
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dructurad adjustment (Ibrahim, 1996, p. 168). Furthermore, between 1991-1995 more than 65
strikes and demonstrations were organized by workers (Gomoa, 1996, p. 167).
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7 Theoretical Implications °

The foregoing tels a gstory of increesng importance of lav-making as an insrument of
economic reform. This poses congderable inditutiond complications when the politicd regime
is dominated by the executive. Law is made by the executive but hammered out and enacted by a
legidaure with week legidative <ills Hence lavs come out vague and incoherent.
Consequently, amost everyone loses respect for law and for the representative principle. When
the legidature, over and above, uses exclusve methods of legidation, the process of law-making
becomes highly dependent on the ability (or lack tereof) of the executive to listen to & integrate
different societd voices / interests. If the executive does not do that in an inclusve way, there is
no indusion in the lawv-making process, whereas in systems where the legidative process by the
legidature is inclusve of various societd interests, legidative ddiberations act as a subditute for
executive insulation. There is, S0 to pesk, more chance for incluson of societd voices even as
the law-initiation process remans an executive prerogative. Some scholars, like Olson and
Clague, would resgt indtitutiond reform towards more inclusion, arguing that letting parliament
hear more stakeholders would risk more, not less, arbitrariness due to particularistic lobbying.

To solve that dilemma it might help to revigt the various types of functions that connect
the executive and the legidature. Firdly, the policy-making function of the legidature is wesk
visavis the presdent. If we mantan that feature, we keep the executive insulated from
parliamentary atempts to press locd condtituency interests on the generd reform agenda
However, it might be necessty to redesign presdentid powers that are guaranteed by
condtitution to strengthen the principle of checks and balances. It might be useful to think about a
conditutional formulation that would guarantee that the presdent could veto atempts by
paliament to misdlocate budget resources under the influence of particularisic pressures.
Meanwhile, the conditution could guarantee parliament more prerogatives vis-avis presdentiad
right to make policy by decree. Paliamentarians have been recently showing more concern for
nationd issues and for qudity of minigerid leadership. With a dronger information and
knowledge infrastructure / culture, parliament’s policy-making function could be strengthened.
Secondly, the legidative function of parliament is shared with the executive who drafts most
bills. This feature could be mantained, while improving paliamentary skills to fully discuss and
cdearly formulate laws, both insde the specidized parliamentary committees and in generd floor
discussions. Parliament needs to acquire more expertise and information to subgtitute and / or
compliment the process of discussing laws which usualy begins insde the executive.

The Egyptian legidature, as our study showed, could embark on such reform without any
threat of radicad changes. Parliament is in generd supportive of the Presdent and adopts a

°  Author: Dr. Noha El-Mikawy, ZEF.
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normeatively centri position. But, our study shows that parliament is cognitivey dienated from
redity and is lacking the infragtructure of information and the knowledge base that could dlow it
to contribute to the policy-making function effectively and deliberate laws more trangparently.

In an authoritarian regime, like Egypt's (executive and one-paty domination within a
multi-party system with less than optimal freedoms of expresson and organization), it would be
ussful to ask how could such a sysem maintan a low leve of violence & provide necessary
dability for economic investors, while usng paliament more effectivdy as a chand of
repons veness, openness and information / knowledge management.

The other sde of the coin is the weakness of interest groups as carriers and transmitters
of information. Our sudy shows tha the amount of information and the process of
communication between such groups and law-makers needs re-thinking. When it comes to
individudigt actors, we found a growing numericad presence for busness ingde parliament, but
they have not been found to be heavy communicators of information. Mgor specid interest
groups do not function as information managers for the collective benefit of the group they
represent; they do not function as channes of expert opinion on collective issues. That leaves
parliament with little organizationd backup in socety to off-set its own wesk professond
expertise. That in turn, makes the entire sysem of law and policy making dependent on the
executive's dhility to collect information, process it into a knowledge base, and formulate
inclusive laws and policies.

There are various possble explanations for the perssence of such an inditutiond law-
making environment in Egypt.

The rubber gamp thess says that government uses paliament to give policy
orientations a democratic guise; government has no serious intention to benefit from
palianentary opinion. For example, in 1997 govenment dated issuing
advertisements about private arports while the law on the privetization of arports
was dill being debated, so that the spesker of parliament felt he had to publicly
complain (Parliamentary Minutes #28, 1.2.1997, p. 22).

The mobilization theds says government uses interest organization whether in or
outdde paliament to mobilize support not to benefit from thar expertise The
government in the second haf of the 1990s has manifested a tendency to consult with
busnessmen outsde parliament before submitting a law bill. That has happened in
the case of law 8/1997, which was discussed with the Egyptian Busnessmen
Asociation; however, the government indsed on its verson of the hill ignoring
busnessmen suggestions in paliamentary discussons (Paliamentary Minutes #61,
3.5.1997, p. 10).

The criss management thess says government resorts to express legidation to give in
to pressure from the IMF and the World Bank and other internationa donors. Being
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in a hurry, government does not pay much attention to democratic practice, which
might seem to be too dow & messy. That was the case with law 153/1999 on NGOs.

The crony capitdian theds finds it not surprisng that busnessmen have no postive
effect on the legidative process, they enter parliament to do ther own deds and have
no interest in systemic reform.

The thess of too-low-too-recent-growth dipulates that growth in Egypt hes
acceerated dnce 1992, but that the economy is not yet diversfied enough to be
totally free from date control. Hence there are not yet any big indudrid capitaists
who could have leverage on the date and accordingly on law-making (Springborg,
1999, p. 22-23).

In a nutshell, the executive is not ready to give up power, the legidature is too wesk to
assume power, and other interest groups are too weak or not willing to provide policy relevant
opinion. To reform the inditution of rule-making in such a context, Mancur Olson would suggest
promoting executive power, meking presdentid successon more predictable, and maintaining
the weakness of civil society and specid interest groups. However, it is pertinent to ask: where
will the wisdom of the executive come from? Would we have to rely on internationd expertise
that would flow directly and primarily to the executive branch of government? That may be good
to creste idess for reform or to write up law hills. But as long as the country pretends to have the
guise of a democratic republic where law is made by parliament that is dected by the people,
such a system needs to be strengthened not by-passed. Otherwise, the process of law-making will
be distrusted at the core and that does not help the process of reform consolidation. Reform
consolidation aso requires wide societal support by groups who know how to organize, who
have information and know how to use it to think out various policy options. All that is by-
passed if one only strengthens the executive.

That would raise a number of questions for further research. Can one edtablish a connection
between an open, responsve law-making process and economic growth? Can one proceed to
reform the legidature within an overdl executive dominated, one party dominated sysem? Can
legidative reform happen while the private sector is weskly organized?
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8 Policy Implications *°

Opening the process of law-making to more think tanks would mean inditutiondizing
public hearings and fact-finding paliamentay missons which ae currently too
infrequently used by parliament. Competence in this fidd requires a number of Kills,
among them: the <kill to ded with various expert views, the diplomacy needed to
invite oppogition opinions, knowing that they will try to use such invitation to gain
more public acknowledgement, and the skill to stop the opened system of law-making
from degeneraing into provocetive polemics that would only confuse the end users
(A. El-Sawi 1999, p. 31-34) of laws.

Opening the process of law-making to more societa interest groups can degenerate
into lop-sded lobbying by the drongest. Preemptive measures againgt that could
include: giving the Presdent veto power in cases of budget dlocation that endanger
budget discipling, increesng the number of counter-badancing interest groups and
giving them as equa a chance as possble to have access to law makers, but make
sure that access is trangparent to dl; traning intere groups in informetion
acquistion & processing, aswel asin policy anayss.

Opening the system assumes the presence of well-organized interest representations.
To ensure that and preempt free-riding which often weskens organizations, leadership
has to be identified and trained. Another option is to create sector organizations that
incdlude dl sze groups (such as big and medium to smal sze firms) in the hope that
the smdl and wesk would collectively prevent the big and srong members from
seeking paticular rents only for themseves. One could aso experiment with sector
organizetions based on dze. Mogt important is that those organizations acquire
information-and- knowledge- base- building skills

Both legidature and specid interest groups should be able to fund think tanks to

provide policy oriented andyss In the case of parliament, cresting a fund for
research would be called for to use the policy-andyss services of think tanks.

10 Author: Dr. Noha EI-Mikawy, ZEF.
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Appendix

Appendix 1: Investment Laws in the 1990s

Law Purpose Fate
11/1991 | Unified Sdles Tax, replacing To beimplemented in three phases. Only
consumption tax law 133/1981 the firg phaseisin implementation.
Businessmen want to amend it to remove
tax on capitd input into production
203/1991 | Cresting Public Enterprise Succeeded in freeing public sector of
Companies, replacing law 97/1983. political executive intervention. It aso put
the bases for the privatization of the public
sector.
95/1992 | Capitd Marketslaw. Implemented with the executive decree
#135/1993
5/1996 Offering Sate desert land for
investors.
72/1996 | Amending law 143/1981 concerning
tax exemptions for touristic and land
reclamation projects
89/1996 | Amending Capita Marketslaw
95/1992
90/1996 | Amending incometax law It exempted investment funds under law
157/1981. 95/1992 from taxes.
92/1996 | Amending law 111/1980 on It affected pogitively dectrical consumption
government charges. and land reclamation projects.
97/1996 | Amending banks law 163/1957 & It allowed private capitad sharein joint
central bank law 163/1975. banks to exceed 49%.
100/1996 | Amending law 12/1976 on Generd It allowed the private sector into the
Electricity Agency. eectricity market under BOT conditions.
228/1996 | Cancdling article 3 of law 38/1994
regulating foregn currency trade.
229/1996 | Amending law 84/1968 on surface It alowed the private sector to invest in
roads. surface road networks under BOT
conditions.
230/1996 | Regulating foreign ownership of
empty land & red estate.
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Appendix 1 (continued): Investment Laws in the 1990s

Law Purpose Fate

3/1997 Regulating the privatization of It alowed the private sector into the field of
arports civil aviaion and related services under

BOT conditions.

8/1997 Unified Investment law It guaranteed investors no sequestration or
nationdization; it exempted investment
outsde the Nile vdley from taxes and
extended the tax exemption to 20 years. It
ended the policy of giving permisson for
investment in particular sectorsand not in
others, opening up the investment
possibilitiesfor public, private, foreign and
Egyptian investors.

1/1998 Privatization of maritime sarvices It dlowed private sector into maritime
shipping.

5/1998 Cancels atax advantage that Executive decrees of the law have aready
dlowed banks & other financid been issued in the hope that the law would
indtitutions to deduct interest on Spur innovetion & hedthy competition
incomeincurred in order to purchase | among banks to engage in productive
tax free securities. activities & extend loansto smaller

businesses with higher but riskier returns.

19/1998 | Law of Tdecommunicetion It made the Nationd Telecommunication
Agency ashare holding enterprise.

155/1998 | Partid privatization of public banks It alowed private capital contribution to the
capitd of public banks

156/1998 | Privatization of insurance services It alowed the private sector to hold shares
in public insurance companies & removed
the condition of having an Egyptian
managing director.

158/1998 | Amend article 18 of capita market Allows book-keepers and companies

law 95/1992 dedling in central depogitory to demateridiz
shares.

17/1999 | Tradelaw It is being considered before the
Condtitutiona Court, which is checking its
condtitutiondity.

Source: Economic Report, a-Ahli Bank of Egypt & Egypt 2000, a report of the Ministry of Economy supported by

the International Center for Economic Growth (ICEG).
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Appendix 2: Parliamentarians' Opinions on the Egyptian Democratic Experiment

Answer NDP* I ndependents Opposition
Needs no reform 21.2% 14.2% 18.2%
Needs some reform 40.3% 57.1% 36.4%
Needs many reforms 38.5% 28.6& 45.5%

* NDP isthe ruling National Democratic Party
Source: Qadaya Barlamania (Parliamentary Affairs) vol2, #21, December 1998, p. 22.

Appendix 3: Parliamentary Opinion on Amendment of Laws

Law Action NDP Independents| Opposition
Palitical Parties Keep 15% - 9%
Amend 73% 100% 81.8%
Anmul 11% - 9%
Elections Keep 20.8% 7% -
Amend 66% 92% 90%
Annul 13% - 9%
Palitical Rights Keep 23% 15% -
Amend 67% 84.6% 90.9%
Anmul 9.6% - 9%
Emergency Keep 34.6% 35.7% 9%
Amend 30.8% 21.4% -
Annul 34.6% 42.9% 90.9%
Terrorism Keep 77.8% 84.6% 62.5%
Amend 19.4% 15.4% 25%
Anmul 2.8% - 12.5%
L ocal government Keep 8.5% 7.7% -
Amend 80.9% 92% 88.9%
Annul 10.6% - 11%
Radio & TV Keep 78% 84.6% 57%
Amend 18.8% 15% 28.6%
Annul - - 14%
Press Keep 34% 46% 12.5%
Amend 51% 30.8% 75%
Annul 14.9% 23% 12.5%
NGOs Keep 4% - -
Amend 82.6% 92.9% 75%
Anmul 13% 7% 25%
Syndicates Keep 10% - -
Amend 77.6% 92.9% 75%
Annul 12% 7% 25%

Source: Qadhaya Barlamaniyya 2:21, December 1998.
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Appendix 4: Evaluation of the Role of Parliament

Party Responses
Very (+) Somewnhat ) Very
(+) (+) ()

NDP 15.1% 34% 30.2% 18.9% | 1.9%

Independents 14.3% 78.6% 7.1%

Opposition 36.6% 18.2% 9.1% | 9.1%

Source: Qadaya Barlamania (Parliamentary Affairs) vol2, #21, December 1998, p.26
Appendix 5: Profile of Parliamentarian Sample

Parliamentary Specialized Committee Sample size
Legidative 22
Industry 20
Economic 15
L abor 19
Media 18
Planning & Budget 13
Number of timein Parliament * % of sample
Onetime (current session) 56.1%
Two times (including lagt, i.e. 1990-2000) 39.3%
Two times (other than last) 19.6%
Threetimes 8.4%
More than three times 15.9%
Level of Education % of sample
College Degree 54.2%
Graduate Degree (MA or ph.D) 6.5%
Secondary Degree 22.4%
Primary 4.7%
Technica Degree 3.7%
Literate 8.4%
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Appendix 5 (continued): Profile of Parliamentarian Sample

Professional Experience % of sample
Civil Servant 26.2%
Busnessman 17.8%
Leading position in the public sector 13.1%
Farmer 8.4%
Lawyer 7.5%
Worker 4.7%
University Professor 4.6%
Former Judge 4.6%
Engineer or Physician 4.7%
Retired 3.7%
Leading position in the private sector 2.8%
Employed in the private sector 1.9%

* The numbers do not add to 100% because the category of two times (including last parliamentary year) and two
times (other than last) would lead to double counts.

Appendix 6: Parliamentarian Opinion Survey Responses

Question 1. How hasthe role of government public expenditure changed in the 1990s?

Area of Spending Spending Increased Spending Decr eased
% of Responses % of Responses

Educetion 97.2 2.8

Housing 96.3 3.7

Socid Aid 97 3

Hedlth 97.2 2.8

Question 2: Given the budget limitations of the Egyptian government, which of the following
would you give priority in public expenditure (rank from 1-8, 1 being most important)?

Area of Spending Cumulative Rank
Housing for the poor 591
Primary Education 542
Vocationa Education 533
Middle class housing 477
Solving unemployment Problem 453
Comprehensve hedth insurance 452
Secondary Education 439
Comprehendve compensation for unemployment 368
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Question 3: In your opinion, which sector of the following requires most of the support &
promotion (rank from 1-4, 1 being most important)?

Sector Cumulative Rank
Industry 228
Agriculture 206
Housing 198
Other 19

Question 4: How would you rank the objectives of economic reform, in your opinion (rank from
1-4, 1 being most important)?

Objective Cumulative Rank
Strengthening the private sector 329
Job creation 314
Increasing export 285
Encouraging FDI 142

Question 5: In which of the following areas would you like to focus your legidaive efforts
(rank from 1-4, 1 being most important)?

Area Cumulative Rank
Combating socid & economic effects of 252
poverty

Clarifying, unifying and gabilizing laws 219
Improving the effectiveness of the 171
adminigrative organ

Other 0

Question 6: In your opinion, how should investment in Egypt best be promoted (rank from 1-12,
1 being most important)?

Measure Cumulative Rank
Limiting discretionary powers of the executive 924
Increasing tax exemptions 912
Competition guaranteeing laws 910
Anti Monopoly laws 909
Limiting discretionary powers of the investment agency 891
Lifting up the limit on foreign participation in shares 864
Y
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Question 6 (continued):

Measure

Cumulative Rank

Privatization of ports and customs services

Flexible wage policies
Hexible workers benefits

Putting no limit on investment zones
Putting no limit on investment sectors

Other

767
747
641
623
566

0

Question 7: What do you think of the need to protect domestic businessmen?

Response # of Respondents
Yes 107
No 0

In the case of yes, in which areas do you think they need protection most?

Areas Frequency
Agriculture 25
Industry 85
Tourism 89
Housng 15

Question 8: In your opinion, is Egypt capable of standing up to foreign competition?

Question 9: In your opinion what effect would liberdization have on the following?

Answer % of Respondents
Very capable 70%
Sometimes 29.9%
Not capable 0.1%

Area Type of Influence
Positive Negative

Reations with the EU 95.3% 4.7%

of respondents of respondents
Reations with Arab 89.0% 11.0%
countries of respondents of respondents
Ability to live without 94.4% 5.6%
intl ad of respondents of respondents
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Question 10: How will the revenues of the date (tax and custom tariffs) be affected from
liberdization and privatization, in your opinion?

Response % of Respondents
Will increase 74.8%
Will decrease 9%
No effect 24.3%

Question 11: In your opinion, what are the problems busnessmen complan most about (rank
from 1-8, 1 being most important)?

Problem Cumulative Rank
Taxes 478
Labor law 587
Lack of skilled labor 565
Sow legd adjudication 519
Poor services 538
Weak managerid skills 383
Bureaucracy 501
Ungable laws 276

Question 12: What isthe opinion prevaent in your district on busnessmen?

Response % of Respondents
Postive 82.2%
Negetive 0

A bit of both 17.8%

Question 13: In your opinion, in which of the following areas should businessmen spend more
(rank from 1-4, 1 being most important)?

Area Cumulative Rank
Traning 299
Education 309
Socid Services 233
Socid Housing 229
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Question 14: In your opinion, in which of the following areas should the people spend more out
of their own pocket (rank from 1-8, 1 being most important)?

Area Cumulative Rank
Primary Education 583
Secondary Education 546
Vocationa Education 509
Socid Housng 592
Housng for middle class 516
Pension scheme 395
Hedth scheme 371
Unemployment Compensation scheme 339

Question 15: How do you assess your rolein the generd discussons of Parliament?

Response % of Respondents
Very efective 53.3%
Effective 43.9%
Ineffective 0

Not effective at dl 0

No opinion 2.8%

Question 16: How do you assess your rolein the discussions of the specidized committees?

Response % of Respondents
Vey effective 56.1%
Effective 40.2%

No opinion 2.8%

In effective/ Not effective at dll 0

Question 17: How would you assess the discussions pertaining to 3 laws passed by parliament?

Assessment % of Respondents

Law 230 Law 203 Law 8
Discussions were open and free 91.6 91.6 90.7
Discussons led to improvement in the law bill 94.4 95.0 93.5
Discussions were short 27% 27.0 30.8
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Response

# of Respondents

Part of government

99

Part of the sate

Part of both

Separate from government

Separate from the State

Separate from both

OO0 |0 (N

you think about those two terms?

105 responded with "no difference’.

Question 20: In your opinion, is parliament part of government or the sate?

Question 21: Which are the sources you use to peform indde parliament: (rank 1-9, 1 being

Response % of Respondents
Part of government 30.8%
Part of the State 69.2%

maost important)?
Source Cumulative Rank
Colleagues indde Parliament 240
Friends outside Parliament 276
Researchers ingde Parliament 319
Professors, expertsin the field 426
Press 796
Radio 836
TV 873
Computer or internet 648
Specidized Research Indtitutes 447
Other 0
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Question 22: What is required to improve your performance insde parliament (rank 1-8, 1 being

maost important)?

Measure Cumulative Rank
Internal Operating Procedures 697
More expert opinion ingde Parliament's speciaized committees 637
More training for library researchers 578
Eader internet usage for Parliamentarians 531
More information from the Executive 485
More information from the parties 425
Earlier distribution of information 322
More freedom to vote one's conscious 169

Apppendix 7a: Description of 9 Economic Laws

Law

Description

159/1981

Concerns share holding and limited liability companiess based on a wide
conference that contained a number of experts, replaces law 26/1954 & law
43/1994; deds with conditions of regidration, accounting, hiring, labor
representation on executive boards, profit sharing with labor, maximum wage for
mangers. It amplified regidration processes, dlowed some flexibility in capitd
tranders abroad, limited minimum of profit sharing to 10% & mantaned labor
right in representation on executive boards.

230/1989

Concerns the amendment of law 43/1974 & its amendments in 1977, ams to
egradicate the negative dde-effects of the "infitah" period 1974-1988; had 4
objectives to unify / smplify invesment procedures through the Generd
Agency for Investment; to harmonize trestment of Egyptian, Arab & foreign
investors, to encourage invetment in land reclamation, condruction of new
urban zones and industry in free zones, and to resolve outstanding problems of
tax exemptions under earlier laws.

203/1991

Concerns the liberdization of the public sector via reorganizing 314 public
companies under an enterprise sector into 27 holding companies, separaing
management from ownership in the public sector & dlowing management to
function according to market rules. Each company is run by a board of directors
and any decison of sde has to be gpproved by the generd assembly. Only
executive intervention takes place via the Centra Auditing Agency.
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Apppendix 7a (continued): Description of 9 Economic Laws

Law

Description

95/1992

Concerns the development of a capitd-stock market. It regulates the
edablisment and functioning of investment funds brokerage firms share
promotion firms & underwriting firms. It unified taxes on stocks & bonds and
introduced compulsory arbitration in cases of disputes.

27/1994

Concerns the regulation of arbitration to avoid long judicial processes. It frees
the process of choosng abiters, setting the guiding principles of arbitration,
place of arbitration & itslanguage. Thislaw wasfirst conceptuaized in 1988.

91/1995

Meant to fulfill GATT obligations. It dlowed foreign capitd to enter this sector
with a maximum of 49% shares in a company. It prohibited combining generd
with life insurance, established a fund for the insured & regulated investment by
Insurance companies on the stock market.

229/1996

Concerns the development of the surface road network & the privileges
asociated with using adjacent land and projects. It dlowed and regulated BOT
within a maximum range of 99 years

3/1997

Concerns the privatization of arportsand al related services.

8/1997

Concerns increasing incentives for invesment. It canceled law 230/1989 without
retroactive effect; ingtated tax exemptions for up to 20 years for projects outsde
the Nile valey, 10 years for projects in the new industrid zones & 5 years to
others. It alowed new projects to obtain state land for free & to obtain loans
with same conditions that apply to government loans.

Appendix 7b: 9 Economic Laws by Parliamentary Session

Parliamentary Law Purpose

Session

1979-1984 159/1981 Share holding companies
1987-1990 230/1989 Investment

1990-1995 203/1991 Public enterprises
1990-1995 95/1992 Stock market
1990-1995 2711994 Internationd trade arbitration
1990-1995 91/1995 Insurance

1995-2000 229/1996 Infrastructure
1995-2000 3/1997 Infrastructure
1995-2000 8/1997 Investment
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Appendix 8: Length of Discussions of 9 Economic Laws

Law Dates of Review by Discussion in Passing
Submission Specialized General Thelaw
Committee Assembly
159/1981 6/1981 7/1981 8/1981 8/1981
230/1989 5/1989 5& 6/1989 7/1989 7/1989
203/1991 6/1991 6/1991 6/1991 6/1991
95/1992 5/1992 5& 6/1992 6/1992 6/1992
27/1994 5/1993 5/1993 1/1994 2/1994 3/1994
91/1995 1/1995 1, 2,3/1995 4/1995 4/1995
229/1996 7/1996 7/1996 7/1996 7/1996
3/1997 1/1997 1/1997 1/1997 2/1997
8/1997 3/1997 3, 4/1997 5/1997 5/1997

Appendix 9: Overview of Parliamentary Discussion

Laws Total Total Business Other Speakers
Parliament Businessmen Speakersin in General
In Parliament General Discussions
Discussions
159/1981 382 7 0 19
230/1989 448 14 0 51
203/1991 444 31 2 93
95/1992 444 31 2 54
27/1994 444 31 0 18
91/1995 444 31 *1 20
229/1996 444 71 4 26
3/1997 444 71 11 34
8/1997 444 71 19 75

Source: Parliamentary Minutes # 89, 11.8.1981; # 92, 4.7.1989; # 81-86, 11.6. 1991; # 51, 20.2.1994; #58, 6.3.1994;
#61,7.3.1994; #61, 3.5.1997.
* = Mr. Foad Hagras.
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Appendix 10: Overview of Representation Since 1981

Parliament Total Business Partisan Composition
Session  Elected
Seats

NDP Ama Lib. Tag. Indep Wafd Mos. Nas
Br.

1979-1984 382 7 339 30 3 0 10 Boyco Boyco NE
1984-1987 448 ? 389 0 0 0 0 58 * NE
1987-1990 448 14 349 25 3 0 6 35 *x NE
1990-1995 444 31 360 Boyco Boyco 5 79 Boyco Boyco NE
1995-2000 444 71 417 0 1 5 13 6 1 1

Business = Businessmen

Amal = The Socialist Labor Party, established 1978 & in aliance with the Moslem Brothers since 1987.
Lib.= The Party of Liberals, established 1976

Tag= The Arab Unionist Socialist Rally, established 1976

Indep= non-partisan independent candidates, were not allowed to run in 1984 elections

Mos. Br. = Moslem Brothers' affiliated members, not a legal party; in aliance with Wafd in 1984 and with Amal
since 1987

Nas= The Arab Nasserist Party, establshied 1993

Boyco = boycotted

NE = Party did not exist then.

* = itsmembers were on Wafd list.

** = jts members were on the Amal list.
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