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Egypt :

Over the past decade and a half, Egyptian economic policy has been
directed at mobilizing substantial domestic resources in productive
enterprise and widening fereign access to Egypt's inherent advantages
as a production base. Beyond its geographic attributes and its large
domestic market, Egypt offers investors a large, skilled labor force, an
increasingly well-developed infrastructure, and a large private business
sector backed by strong official commitment to the growth and
development of productive business in Egypt.

The latest in a series of measures aimed at stimulating new business
partnerships between Egyptian and foreign investors is the
recently-enacted Law 230 of 1989 governing private and foreign
investment in Egypt. The new law builds on its predecessor Law 43 of
1974, enhancing the incentives offered to investors and facilitating
procedures associated with the establishment of new business ventures
here, and generally lending substance to Egypt's commitment to
promoting private sector activity.

. . and the European-Egyptian Investment
Promotion Program :

he European-Egyptian Investment Promotion Program is designed

in supgor; of this policy, with the mandate of encouraging
productive business cooperation between Egyptian and European firms.

Specifically, the program aims at bringing together qualified Egyptian
and European business partners on pre-identified joint venture
opportunities in Egypt. It can also support other types of business
.cooperation which may not initially take the form of a joint venture.

Financed from funds allocated under the Third Financial Protocol
between Egypt and the European Economic Community (EEC), the
program unites the General Authority for Investment (GAFI) in Egypt,
the German-Arab Chamber of Commerce in Cairo, the German
Investment and Development Company (DEG) in Kéln, Federal
Republic of Germany, and the Centre Frangais de Promotion
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Industrielle en Afrique (CEPIA) in Paris, France as executing partners
in its implementation. Each institution houses a Program Management
Unit, with a central Liaison Office in GAFI. The structure thus provides
for a project identification and evaluation element in Cairo, two
promotional outlets in Europe covering all the member-states of the
EEC, and direct continuous communication with GAFI through to
project implementation stage.

Over a period of three years, the program with serve a liaison function
between potential partners in Egypt and the EEC member-states,
supporting the development of business cooperation through the
following services:

* Identification and prequalification of investment opportunities in
Egypt up to a pre-feasibility level,

* Identification and prequalification of partners in Egypt and in
Europe;

* Ad-hoc consultancy services associated with establishing
feasibility of the venture, including provision of basic
information on Egypt and sectoral opportunities;

* Convening of specialized workshops and seminars related to
specific project or sectoral opportunities;

* Assisting with access to financing for ventures from feasibility
study level up to project implementation;

* Commissioning of opportunity studies to identify specific
possibilities in broad fields.
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How It Works :

he program responds primarily to project ideas and opportunities

arising on the Egyptian side through the Egyptian private sector.
Program Management Unit 1, attached to the German-Arab Chamber of
Commerce in Cairo, works with the Egyptian sponsor to develop an
initial project profile outlining the basic features of the project. Such
profiles typically 1ncorporatc the following inforrnatlon

* Activity and broad scope of the project; .

* Projected financing structure and requirements of the project;

* Background on the sponsor-in Egypt and existing operation, if
applicable;

* Relevant general characteristics of market Or sector;

* Planned contribution of Egyptian project sponsor;

* Expectations from potential European partner, i.e. financial par-
ticipation, technical expertise, management assistance.

Qualified project profiles are forwarded to Program Management Units
2 and 3, attached to DEG and CEPIA respectively. Based on broad
contacts with the business and industrial associations throughout the
EEC and close cooperation with national investment promotion entities
on an individual country level, potential partners matching the needs
and dimensions of each project are identified in Europe. Selected
companies are approached on behalf of. the project sponsor and
follow-up maintained thereafter in accordance with interest elicited.

‘Contact with individual member states is divided as follows

PMU-2 (DEG) PMU-3 (CEPIA)

Denmark Belgium
Federal Republic France

of Germany Italy
Greece Luxemburg
Ireland Portugal
Netherlands Spain

United Kingdom
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Upon confirmation of valid interest and complementarity of potential
partners, meetings may be arranged either on an individual project level
or through specialized workshops focusing on specific sectors or
prospects. Through PMU-1 in Cairo, project definition will continue to
the pre-feasibility level, possibly involving ad-hoc consultancy, as
required.

Follow-on support in the event of potential project realization is
provided according to the needs of the project as listed above.

The program can also respond to investinent opportunities originating
from the European partner in terms of evaluating the potential of the
project concept in the Egyptian context, identifying qualified local
partners for participation, and facilitating contact with GAFI through the
Liaison Office attached to the Authority.

Who Can Benefit ?

Services provided under the European-Egyptian Investment Promotion
Program are available to either Egyptian or European investors
interested in establishing new productive ventures in Egypt. Sponsors
likely to benefit most under the program will typically fall into the
following categories :

* Egyptian investors wishing to expand or diversify their cuirent
production in collaboration with a European partner;

* Egyptian investors seeking to enhance the quality of their
existing production to realize export potential with the assistance
of a European partner;

* Egyptian investors wishing to transform their existing
commercial relations with a European firm into a joint venture
arrangement;

* Egyptian producers requiring technology transfer or technical
and managenial assistance for any of the above purposes;



* European tnvestors interested in production possibilities in
Egypt,

* European investors interested in transforming their existing
commercial relations with an Egyptian firm into a joint venture
arrangement;

* Egyptian and European investors interested in further exploring
a sector or an investment prospect in Egypt.

What Projects are Eligible ?

Projects in any sector or field are welcomed, provided they meet the
basic criteria of economic viability and lie within the general framework
of Egypt's developmental priorities. All project profiles will be
submitted to GAFI for preliminary approval on behalf of the project
sponsor upon submission to the European- Egyptlan Investment
Promotion Program. Projects are not limited by size, except with
respect to the probability of identifying appropriate interest on either the
Egyptian or European side.
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Egypt : Investment Conditions and Legislation :

Despite significant macroeconomic difficulties facing the country as a
whole, the performance of private investment in Egypt over the past 15
years has been gratifying, highlighting the off-overlooked resillience
and dynamism of Egypt's private sector. Total investment approved
under the investment law with foreign participation since the inception
of Egypt's Open Door economic policy in 1974 amounts to LE 9.3
billion, of which 64 percent is Egyptian and approximately 10 percent is
of European origin. The new Law 230 passed in July 1989 promises to
provide impetus for continued expansion of private and foreign
investment in Egypt through its extension of numerous privileges and
incentives.

Investment in Egypt falls into two categories : "inland” and "free zone."
"Inland” investment refers to projects in all locations other than free
zones. For inland projects, the following incentives apply.

* Industrial and tourism projects are granted five years tax
exemption, extended to 10 years if established in one of the new
industrial cities located around Egypt;

* Land reclamation and related agri-business projects qualify for
10-15 years tax exemption;

* Housing projects for rental purposes are 15 years tax exempted
and are not subjected to rent control legislation;

* Establishment and construction of new industrial zones and
cities under private auspices are granted 10-15 years tax
exemption;

* Any other activity which promotes exports, creates job
opportunities, or promotes technology transfer is welcomed and
accorded various incentives subject to Cabinet approval,

* Investment projects qualify for a flat 5 percent customs rate on
imported machinery;

* Investment projects are not subjected to prevailing compulsory
pricing stipulations or profit ceilings.
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In addition, project expansions may qualify for an additional 5-year tax
exemption. Shareholders are granted concessions on income and
inheritance taxes throughout the lifetime of the project.

"Free zone" investment refers to projects established in any one of the
five specially designated free zone areas in Egypt.

The country's five active free zones located in : Nasr City next to Cairo
Airport; in Alexandria adjoining the port; in Port Said and Suez at either
end of the Suez Canal and Ismailia halfway between, offer special
incentives for export-oriented projects. Free zone enterprises are
accorded :

* Complete customs exemption on capital assets and production
requirements;

* Full tax exemption throughout the lifetime of the project.

Moreover, free zone projects pay only an annual levy of 1 percent of the
value of the goods entering or leaving the free zone, or one percent of
the total revenue for service projects.

Further information on investment conditions and Law 230 may be
obtained through any of the program partners.
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Financial Facilities :

Limited financing for qualified projects is available directly through
the program to support technical and pre-feasibility validation.
Such facilities will be made available on a case-by-case basis

depending on assessment of the specific needs of the project. The

program will also finance meetings and sectoral workshops deemed
appropriate within the context of specific projects.

E.C.
INTERNATIONAL
INVESTMENT
PARTNERS

Financing for projects from pre-feasibility level to start-up and equity
capitalization may be accessed through the European-Egyptian
Investment Promotion Program from the EC International Partners in
Investment program. This facility may be utilized by qualified project
sponsors in a variety of ways according to the specific requirements of
the project up to a maximum of Ecu 500,000.00 per project.

European
Investment
Bank
European Investment Bank risk capital facilities for Egypt and

traditional financial services may 2lso be applied for through the
program.

The program can assist investors in developing contact with various
European investment promotion agencies which offer financial support
for joint ventures between their home-country firms and firms in
developing countries. Similarly, the European-Egyptian Investment
Promotion Program can advise investors and assist with access to
specialized bilateral funds available from the individual member states
of the EEC.
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To Apply :
In Egypt, contact

PMU-1

European-Egyptian Investment

Promotion Program

German-Arab Chamber of Commerce, Cairo
3 Sharia Abu El-Feda

14th Floor

Zamalek

P.O.Box 385 - 11511 Attaba

Cairo, Egypt

Tel.: 341 3662/4
Telex: 93671 GAC UN
Fax: 341 3663

Attn : Ms. Anahid Harrison

GAFI Liaison Office
European-Egyptian Investment
Promotion Program

General Authority for Investment
8 Sharia Adly

Cairo, Egypt

Tel.: 391 1070/390 7240
Telex: 92235/23540)
Fax: 390 3715

Attn ; Mrs. Heba El Mallawany
In Denmark, Federal Republic of Germany, Greece, Ireland, the




Netherlands and United Kingdom :
PMU-2

European-Egyptian Investment
Promotion Program
DEG-Deutsche Investitions-und
Entwicklungsgesellschaft mbH
Belvederestra Be 40

D-5000 K&ln 41 (Miingersdorf)
Federal Republic of Germany

Tel : (02 21) 49 86423
Telex : 8 881949 and 8 883 470deg d
Fax : (02 21) 49 86-290

Attn : Ms, Walburga Zerwas
In Belgium, France, Italy, Luxemburg, Portugal and Spain:

PMU-3

European-Egyptian Investment
Promotion Program

Centre Frangais de Promotion
Industrielle en Afrique (CEPIA)
11, Rue Marbeuf

75008 Paris, France

Tel: 47 2022 03
Telex : 642538 F
Fax:47234471

Atin ;: Mr. Ismail Kamel
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The Executing Partners :

The General Authority for [nvestment, Cairo.

The General Authority for Investment is the central body
overseeing all investment activities in Egypt. The authority is
responsible for: granting approval for project applications; obtaining
any licenses which may be required from other governmental
authorities; allocating land and handling contractual aspects of land
acquisition; registering incoming funds and monitoring profit
remittances and capital alterations. GAFI personnel also provide
follow-up assistance to projects after the implementation stage,
supporting the investor in overcoming obstacles in the course of
executing his business venture.

The General Authority for Investment has contracted Program
Management Units in Egypt and Europe associated with the following
institutions :

The German-Arab Chamber of Commerce, Cairo.

The German-Arab Chamber of Commerce is part of the network
of bilateral chambers of commerce abroad overseen by the German
Association of Chambers of Industry and Commerce in Bonn. Its main
task 1s to promote mutually beneficial business ties between Egypt and
Germany through: the provision of information services; matching of
commercial partners from Egypt and Germany; promotion of trade fair
participation in German and Egyptian fairs, and convening of various
business-related events in Egypt and Germany.
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D E G The German Investment and Development

Company (DEG), Federal Republic of Germany.

DEG is the German financing and consultative institution which
promotes private direct investment in developing countries. The
company fosters joint venture investment and other forms of business
cooperation between firms in developing countries and firms in the
Federal Republic of Germany or other EC-member countries, providing
long-term credits and equity capital as well as a wide range of
consultative services.

Centre Francais de Promotion Industrielle en Afrique
(CEPIA), France.

CEPIA is a non-profit association administered by a joint council
comprised of industry and business associations and relevant French
government ministries. Its mandate is the promotion of industral
projects in African countries with the potential for investment or
technology transfer from French enterprises, particularly in small and
medium size projects. As such, CEPIA seeks to identify promising
business prospects and partners in these countries and assist in project
development and implementation.
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Dasgupta, P. and J.E. Stiglitz. Benefit-cost analysis and trade policies.
Journal of political economy. 82 : 1 : 1-33, January / February
1974,

Extends the theory of optimal taxation and government

££) —




production to open economies. Examines rules for project
evaluation and taxation. Concludes that world prices should be
used for project evaluation unless quotas are present and that no
tariff should be levied on intermediate products.
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