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Project No. DP/EGY/73/045
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INTRODUCTION

This is the tinal report which we are required to submit to UNIDO,

under paragraph 2.09 (d) of our contract.

Attached, in Annex A, is a copy of the terms of reference given in

the contract. As recorded in progress reports previously submitted,

these terms of reterence were varied in one important respect by direction
of H.E. the Minister for Economy and Ecconomic Co-operation.  We were
directed in March, 1976 to concentrate our consultancy efforts towards
the development and realisation of the EI Nasr City {ree »ore ct Cairo,

and this we have dane.

We weie awarded the contract in May, 1975. In accordance with its
terms, members of our project team paid theii first visit to the project

area in June, 1975. Thereafter, regular visits were made by members

of the team, as required by the evolving necds of the work to be performed .

A statement of the visits made by members of the team is attached in

Annex B, Appendix 1.

Appendix 2 of the some Annex contains a listing of visits made to Shannon,
for purposes of discussion and familiarisation, by senior Egyptian officials
during the period of this contract. Although not required to do so by

the terms of the contract, we undertook to contribute towards the cost of
the visits. In addition, 18 Egyptian officials were awarded places on
two-week and four-week free zone training courses at Shannon; again,
participants were financed by us, in whole or in part, outside of the funds

made available under the contract.
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ORGANISATION

2.1

2.2

It became apparent to us at an early date that the introduction of
organizational changes would help to expedite effective implementation
of the Egyptian free zones programme, and we, therefore, devoted
considerahle time and effort in consultation with H.E. The Deputy Minister
for Economy and Economic Co-operation and senior officers of the

Authority , to the development of a new organizational structure at and

below Board level.

In our Report No. 1 dated August, 1975 we included a preliminary
study of the overall organisation of the Authority and of its relationship
to Government, and we recommended a progressive evolution towards
a structure and relationship which had proved highly effective in other
countries. Pending the achievement of this objective, we suggested

that a number of interim measures should be taken - -

(@) the making of a Governmental decree to give the Authority

freedom and flexibility in relation to staffing ;

(b)  the development within the Authority of a new unit to market
Egypt, and the free zones in particular, as an investment location
(in the remainder of this report we refer to such marketing as

"Promotion") ;

14

(c)  the development, also within the Authority, of a service for the
reception and handling of visiting investors based on the most

modern practices employed successfully elsewhere ;

(d) the formation of an Operating Board, under the Main Board of the

Authority, to facilitate quick decisions on urgent projects;

(¢) the reduction in the span of control of the Authority's Deputy

Chairman ; and
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2.3

2.4

(A the full implementation of the 4 uthority's decision to adopt the

"project management" approach to the El Nasr City development.

In our Report No. 2 dated December, 1975 we reported on the resylts

of the efforts towards implementation of the recommendations already

made, with particular reference to the recommendations on the structural
reorganisation. Those results were discussed with Their Fxcellencies the
Minister and the Deputy Minister for Fconomy and Fconomic Co-operation;
and with their agreement and, indeed,their encouragement, we prepared
and submitted to them in December, 1975 a Special Report on Organisational

Arrangements for a Reconstituted General Authority .

The principal points made in the Special Report of December 1975, may

be summarised as follows -

(a)  The open-door policy is imaginative in concept, and potentially
of enormous value to Egypt in meeting its grave and pressing needs

for employment, expansion of exports and foreign exchange earnings,

and economic growth.

(b)  The policy has secured wide recognition and publicity as a result
of the forceful global promotion by H.E. President Anwar Sadat.
Egypt, because of its location and cost structure, and because of
the incentives offered, has the possibility of attracting considerable

foreign investment.

(¢)  The industrial free zone, as a central feature of the open~door
policy, has been adapted and fashioned in a special way by the
Egyptian Authorities and has attractzd widespread interest around
the world.

(d)  But the prospects of early successful implementation of the open-door

.
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policy were poor; no substantial export manutacturer of international
standing had yet been brought in i5 Eqypt (1.¢ up to 1975) ;

and there was every reason to believe that the aims of the

policy would not be realised withaut, inter glia, a v Zrora

reorganization of the Authority along the lirec s are . ya!

()  The most important change recommended wos the apoorfeent by
H.E. the President of a new, small, pcrt-1ne Baard of e tors
of about seven members, such members being carefully chosen
from both industrial.‘commercial public ard private enterurise

as well as from senior Government Service paronnel .

(P Within overall policy and objectives as laid dowr by Sovernment,
the new Board should have full freedom to formulate the detailed
policies needed for success and to ensure effective implementation
through its executive staff. One of the first tasks of the new
Board should be to recruit,at market rates, suitably qualified and

experienced personnel to fill senior posts in the Authority, os

reorganised, and the post of Chief Fxerutive.

(@) The new Board and its staff should be housed in a modern office in
a location and of a type suitable to the prestige and importan e of
the job to be done, and convenient for, and impressive to tcp-level

foreign investors .

(h)  The new Board should submit to Government an estimate of its
forward capital requirements over a five year period, and should
actively icentify sources of foreign aid available for the provision

of the necessary funds.

2.5 The Special Report of December, 1975 was discussed with H.E., Minister
Dr. Zokie Shafei, in March,1976.  As we reported in our Report No.3,

we were then advised that :~
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2.6

2.7

————

(@)  the recommendations regarding re-araani-ation contained in

the Special Report could not he imnlens ented fmm dicte’,

’

(b)  consideration of these recommen-de inir e dd hase to b

deferred for (say) one yrer ; coud

(c) in the meantime, it would be necessary . ware witnin the

existing legal and proceduial trme ol

The deferment mentioned at paragrap: 2. 3(b) preceding s a atrer
outside our contro!l; and while, in cetioepect, the de erment is understandable
in the context of the considerntions whic!l: nove oy 15 it i) ravartheless

had an adverse impact on th2 consultarcy progamme  'tis, erefore,
reassuring to be able to repoit that the Fgyption Cisumne ant as now
accepted the need for structural reorganiwatinn ard that action,

introductory to the necessary changes, has beer undertaken. 'See

poragraph 9.6).

At the March 1976 discussion with H £ . Minister Dr. 7ukei Shafei, we
agreed at his request to concentrate the zons ltanc, ottort towards the
development and realisation of the El Nosr City free .cne. in line with
that request, we developed and submitted to the A thority outline
proposals for the El Nasr City free zone maragement urganisation. The
proposals, which were included in our Report Mo. 4 and are iepeated in

Annex C to the presant report, contain the fallowing element; ;-

() A summary of the principa! "key actisities" to be performed by

the zone management when the zore is fully operationa!;

(b) A proposed long-term organisational siructure, to come into

effect when the zone is fully developed and begine to discharge

all of the "key activities" ;
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2.8

2.9

2.10

————

(€) A proposed interim organisation structure, to be achieved by
January, 1977;

(d) A draft specification of the posts to be filled by immediate
recruitment, to provide the initial staffing of the interim

organisation; and

() A summary of the main duties of the zone's General Manager.

The outline proposals were accepted in principle by the Authority,
who agreed that they would be used as a planning framework in the

development of the zone's management team.

The first step token by the Authority in that direction was the recruitment ,
a3 a result of public adve:tisement, of the prospective operational staff

of the management team. The staff in question were in post by October,
1976, ond we developed and submitted to the Authority proposals for
meeting their training needs. While this subject is more fully described

in Section 7 (Training) below, we mention here that we staffed and
operated o 10-day intensive induction course for the newly-recruited

operational staff in Cairo in December, 1976.

In our Report No. 4 we also urged that the post of General Manager of
the El Nasr zone should be filled, as a matter of urgency. We expressed
the view that this oppointmert would have a direct bearing on the pace
and quality of the preparatory work needed to get the El Nasr project

off the ground. We again urge that this appointment should be made as
soon as possible.

Our proposals for the development of ¢ management team for the El Nasr

City free zone were made in the context of the organisational relationship
between the Authority and local free zone boards which we had earlier
recommended to the Authority and which, ~e understand, has been found
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generally acceptoble. A statement of the recommended relotionship
is repected in Annex C, Appendix V1.
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CONSTRUCTION AND PHYSICAL DEVELOPMENT

3.1

3.2

3.3

3.4

3.5

We repeat here that our assistance in the area of construction
and physical development has been concentrated on the El Nasr
City industrial free zone, in deference to the request of the

Egyptian Authorities.

One of the first actions taken by us under our contract was to
endorse and support the decision of the Authority to appoint a
Project Manager for the physical development of the El Nasr City
free zone. At all stages we urged, and endeavoured ourselves to

give, full support to him in his admittedly difficult task.

The El Nasr zone site was selected by the Authoiity some time before
the commencement of this consultancy. Initially, protracted difficulty
was experienced in gaining access to the site from the military. The
access gained was limited ond it became necessary to plan development

work in phases.

Nevertheless, the site selected has much to recommend it as a long-term
development location. We are adviseu by the Authority's Consulting
Engineer that its cost of development shou!d not be sigrificantly higher

than the cost of developing comparable locations elsewhere in Egypt.

The requirement to work with the Architect and Engineer of the
Authority to develop the industrial estates was fulfilled principally
through an intensive in situ demonstration of the practical aspects of
industrial estate design and physical development. For that purpose
we brought the Project Manager (the Authority's Architect) and the




Authority's Consulting Engineering representative to Shannon

in June 1975. In the course of t..e demonstration, the Egyptian

team was provided,inter alia, with :~

(i)

(iv)

(v)

Typical worl ing drawings of the site works for industrial

estates,

A complete set of working drawings for a typical advance

factory together with an outline specification,

Technical guidance material fer roof construction for

industrial buildings,

A copy of the Shannon effluent regulations, together with

details of the method of derivation of the relevant standards

and the method of their application in an industiial estate,

Specimen questionnaire forms designed to yield a complete

brief on an indusirialist's building requirements; these

questionnaires, when completed in the manner recommended,
give a clear understanding of the factory accommodation
required whether for a standard factory with or without
modification or for a new, custom-built factory,

Guidance on the various types of fire hazard likely to arise

in industrial buildings ,

Guidance on Contract Management under headings -

(a) Site meetings between the Project Manager,
Consulting Engineer, Main Contractor and
Sub-Contractors.

(b) Design team meetings between the Project Manager
and the Consulting Engineer, and

(¢) Infrastiucture meetings between the Project Manager

and the various relevant local authorities.
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3.6

3.7

10

We were advised by the General Authority that the input
received in the course of the visit to Ireland (which covered
three industrial estates) was fully adequate to enable the
Authority's technical experts to draw up their plans and
specifications for the initial development of the El Nasr site,

including the first four advance factories.

We participated with the Authority's technical experts in several
successive attempts to complete an agreed action timetable for

the execution of the works, but on each occasion it quickly became
evident that the rate of progress being achieved by the contractor
made the timetable meaningless. Consequently, we urged upon the
Authority the necessity of ensuring that the contractor would attach
a sufficiently high priority to this particular project and would
allocate resources of men, equipment and materials accordingly.
We are glad to report, that, following the introduction by the
Authority of a new system of monthly progress reports to the Prime
Miiiister's Office, progress in the current year, 1977, appears to
have been stepped up somewhat, and that the contractor now has a

substantially increased work-force on site.

One of the proposals made by us to introduce a measure of planning
and control into the scheduling of the construction contract deserves
special mention. In March, 1976, ofter we had been requested to
concentrate on the El Nasr City project, our engineering expert visited
Egypt for the purpose of assisting in the preparation of a critical path
analysis of the construction programme. In preparation for the use of
the critical path method, our training expert carried out a critical path
workshop in Cairo in May, 1976 for the technical staff and consultants

of the Authority and for representatives of the contractor.

———




3.8

3.9

3.10
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A copy of the resulting critical path analysis, relating to the
advance factory buildings, is attached at Annex D. It shows a
completion time for the first building of approximately 22 months
from start-up date. On this basis the first building would not be

available for investors until late 1978 or early 1979.

While it should be possible in practice to secure substantial reductions
in this time schedule, the prospect that the first advance factories
would not become available until 1978 or 1979 made it necessary to
place new emphasis on the preparation of fully serviced sites at

El Nasr City at the earliest possible date. In line with this new
emphasis, we prepared in conjunction with the Authority's technical
experts a revised draft construction programme geared to the making

available of prepared, or partly prepared, sites during 1977.

The current position, therefore, is that the development of the El Nasr

City free zone is proceeding towards :

(a) the completion of the first advance factory buildings
during 1978, or early 1979, and
(b) the making available of factory sites during 1977.

The overall rate of progress in construction does not represent an
adequate response to the needs of the Egyptian free zone programme.
We understand that the slow progress had been due primarily to
inadequate funding of the project but that this has now (1977) been
corrected. It is fundamental to the implementation of the open door
economic policy that serviced sites and/or advance factories should
be available to investors; and we, therefore, urge that the pressure
placed on the contractor in recent months to give the contract a high

priority should be maintained.
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3.1

12

The advice and guidance we have provided in the area of
construction and physical development, while given more
specifically in relation to the EI Nasr City free zone, has
general application to other free zones; and this has been
acknowledged to us by the Authority. Indeed, it has relevance
to industrialisation generally in Egypt; and in this wider context,
we would like, in particular, to make brief mention of a number

of important points which we have adverted to in the course of
our consultancy :

(a) The need for forward planning in the indentification ond
selection of locations for industrial development, and in

the design and installation of adequate infrostructural

services.

(b) The need to develop national policies, including standards,

for pollution control and environmental preservation.

(¢) The need to develop and implement systems for competitive
tendering for large construction projects.

——
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INCENTIVES

4.1,

4.2,

4.3.

13

During the period of our consultancy to date we developed, and

conveyed to the Authority, views and recommendations on incentives,

under a number of headings :-

(a)
(b)

(c)

(d

(e)

the taxation and other provisions of Law 43 of 1974 ;

the provision of advance factory buildings, and serviced
factory sites, for leasing to investors ;

the question of the level of rentals for factory buildings,
and the use of subsidised rentals as an incentive ;

the importance of ensuring freedom from undue restrictions
on the movement and control of goods ; and

the use of the private free zone concept as a means of

facilitating initial investment.

In our Report No. 1 we included, ot Appendix 4, a preliminary

osessment of the incentives provided by Law 43 of 1974. As the

views contained in that assessment are still valid and important,

we repeat the Appendix in full in Annex E to the present report.

Following a meeting with senior officials of the Taxation Department

and the Finance Ministry in Cairo in October, 1975, our taxation

expert was invited to re-state our recommendations in summary form.

The summary which was provided was as follows :-

()

Regarding the requirement in Article 16 of Law 43
to charge profits to Egyptian taxes where such profits
become subject to taxes in the investor's home
country, our recommendations were firstly that with
reference particularly to the United States and
United Kingdom the requirement to charge Egyptian
taxes be limited to such taxes only on the amount of
profit actually remitted to the home country and not

charged on the profit retained in Egypt, and,

—



--—zuﬂ--------

4.4,

14,

secondly, that the Egyptian taxation authorities proceed
speedily to negotiate double taxation agreements providing
exemptions or matching credits with all countries
from which foreign investment in Egypt is anticipated,
thus eliminating the need to charge Egyptian taxes.

(b) In regord to the 1% (1 per cent) levy (Article 46 of Law
43), to eliminate the excessive and discriminatory
aspects of the levy we recommended that instead of a
levy related to total values a levy of (say) 5% (5 per cent)

of annual profits be applied.

(c) Regarding the complete exemption from taxes in the
free zones we recommended that the concept be changed
to one in which a temporary relief from Egyptian taxes be
given and a terminal date for the incentive be applied.
We recommended a tax relief period of 20 consecutive years

and a terminal date in the year 2000.

(d) Regarding the tax relief for 5 years outside the free zones
we recommended that the concept of this incentive be changed
to one giving a period of 15 years relief. We also recommended
that profits earned in the tax free period should not be charged

to Egyptian taxes when they are luter distributed.

These recommendations are now being considered actively
in the context of the present proposals of the Authority to introduce
omendments to Law 43 of 1974,

At the commencement of our consultancy we developed, in
conjunction with the Authority's technical experts and in
ogreement with the Authority itself, the concept of providing

a number of advance (i.e. pre-built) factory buildings at the
E! Nasr City free zone. This form of development has proved to
be attractive to investors in free zones and industrial estates

in many parts of the world, providing as it does a means of

hostening and facilitating industrial start-ups, ond we believe
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4.6.

4.7.
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15.

that it will be equally valuable in Egypt.

Due to delays in the construction of the advance factories at El Nasr '
City free zone, it has been necessary to introduce, as a porallel strategy,

the development of serviced sites (partly or fully finished) on

which investors can be allowed to construct factories themselves

(or have them constructed by the Authority acting in the capacity

of a building agent) to their own design and specification.

It is hoped that the first serviced sites can be made available

to investors during the current year, 1977.

With regard to the level of rentals for factory buildings, we
submitted to the Authority (and included in our Report No. 4)

a discussion paper dealing with the method of determining
rentals. This paper, which is repeated ot Annex F to this Report,
describes the system of rental calculation used at Shannon and
raises the possibility that the Authority may need to consider the
use of subsidised rentals as an additional incentive in favour of

of the Egyptian free zones.

In line with the request made to us to concentrate our
comultoncy efforts towards the early realization of the El

Nasr City free zone, we proposed, and the Authority agreed,
thot it would be highly desirable to undertoke a special study

of the measures needed to ensure maximum facilitation in the
movement and control of goods at inland free zones such os El
Nesr City. We arranged for the Surveyor, Customs and Excise,
Shannon, to carry out the study in June, 1976. His findings
ond recommendations, which we endorsed, were given in the Special
Report on the Movement and Control of Goods. A summary is
contained in Annex G to this Report. We understand that about
80% of the recommendations are acceptable to the Authority ond

con be implemented right away, while the remaining 20% ore

acceptable in principle.
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4.0 In the course of our comultoncy we were struck by the valuable degree
of Alexibility allowed by Law 43 of 1974 in relation to the establishment
of private free zones. To date this provision has not been fully utilised ,
ins use so for being limited to the facilitating of warehousing and servicing
operations.  But it could be used more purposefully to encourage industrial
investment in advance of the availability of fully serviced Public Free Zones.
In fact, the Private Free Zone concept opens up a number of possibilities;
and because of the delay in bringing the El Nasr Zone into operation and
in the light of the need to implement quickly the urgently needed industrial
expansion, we have proposed that the Private Free Zone concept should
be more fully exploited. (Annex 1). The Private Free Zone concept can be
sald to combine the advantages of the temporary importation procedure with
the incentive packages available to internal or free zone industrial projects
under Law 43/1974.1t can therefore, be utilized to attract industrial

investment to areas already provided with necessary services and infrastructures;

by way of joint ventures, to existing industries with excess productive
capacity. This offers scope not alone for faster growth in investment and
employment but also for more effective use of existing capital investment.
It also enhonces the prospect of profitable investment for Egyptian public
ond private capital as well as for foreign copital. Moreover it carries the
potential for the introduction of new technology and for achieving improved
standards of quality and output in existing production lines.

l ond it con be utilized to attract new or enlarged business opportunities,
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3. ROMOTION

3.

5'2

From the beginning of our work we have maintained that

the key to success in securing industrial investment in

Egypt lies in promotion. Consequently, one of our first
tasks on toking up the consultancy was to prepare and submit
to the Authority an outline plan for an on=-going prometional
progromme. This plan, which wos given in our Report No. |
ond is repeated in Annex H to the present Report, described
the steps which were needed to lay the foundations for o
full=scale programme; ond also, recognising that some of these
steps would require time to implement, it listed a number of
measures which could be put in hands immediately. They
included: -

(o) Production of high-quality coloured brochures. !
(®) Production of o layman's guide to tax incentives ond
legislation.
(c) Preporation of coloured slide presentations.
(d) Preparation of an itinerary of visits by the Authority's
senior executives to leading international firms, ond
the plonning of subsequent follow-up arrongements.
(@) Development of services within the Authority for
(i)  providing investons with required information and
(i1) receiving and arronging visits by investors.

Guidance was provided on the action needed to give sffect to

these measures.

We olso emphasised the very considerable importonce
of developing on effective promotions function within the
Authority. In particulor we recommended os a priority item thet




—

18.

@ top-level promotions manager should be oppointed and given
the resources and outhority to build up a teom to carry out the
promotions compaign. We urged that the man to be appointed
should be the best Egyptian available in this field, and thot he
should be seen os strengthening the management and marketing
functions of the Authority. To assist the Authority in what we

believed to be one of its most critical staffing appointments we :

()  prepared and submitted o draft advertisement ond
position description for the post ;

(1))  offered to ossist in the interviewing of candidates; ond

(111) offered to advise the successful candidate, when oppointed,

on the setting up of his function and the organization of
his programme .

Recommendations were also made by us in relation to the information
requirements of an effective promotions campaign :

(0)  We urged the preporation of detailed information reports
outlining matters of interest to selected international
firms. The rep~ris would be geared to a target oudience
of selected firms who would be visited by senior personnel
from the Authority. The thinking behind this recommendation
was that Egypt needs leading international firms to estoblish
factories for export manufacturing; that the first free zone
enterprises should be undertaken by firms with a proven record
of success and so jive promise of the establishment of vicble
opsrations; and that the most effective mears of obtaining such
resuits lies in a carefully planned and well-executed progromme
of direct selling to selected firms.
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()  We stressed the extreme imnortance of having, within the '
Authority, a well organised and efficient service for the
reception and handling of visiting investors and of that
service having 1eadily available all the information needed

by investors for the purpose of reaching investment decisions.

(¢) We also recommended that the Authority should geafitself
to being a "one stop shop', where a prospective investor
would clecr all necessary establishment formalities through

contact with a single agency. For this purpose the Authority

other agencies, to deal quickly and on=-the-spot with all

investment formalities.

3.4 Action token to implement the foregoing recommendations on
promotion includes the following : -

(@) The Authority commissioned us to produce 10,000 copies
of a colour brochure. The brochure is being prepared for
printing .

(b)  The proposal for a layman's guide was, in fact, anticipated
by the publication "Egypt = An Investment Guide",
produced for the Authority by the Ford Foundation.

(¢)  The Authority has set up the nucleus of an Information Unit.

()  The Authority has effected a significant improvement in
llaison between itself and some of the other relevant

ogencies of Government.

l would need to be in a position, through active liaison with




5.5

5.6

5.7

Action is still outstanding on (i) the setting up of an effective
promotions department under a top~level promotions manager,

(1)) the establishment of systems to cope properly with the needs

of visiting investors, and (iii) the in'tiation of a vigorous promotional

campaign.

We have been advised that absence of follow=-up action may be

ascribed in part to the following -~

(@)  There have been serious budgetary difficulties; finances
for a sophisticated promotional campaign have not been

available.

(b)  The salary needed to attract a top-level promotions man
could not be accommodated within the Authority's salary

structure .

(¢) Egyptis, inany case, already receiving numerous industrial
enquiries, and has processed many of them, including proposals
for large scale industries, to the point where decisions whether

to establish operations could be taken.

(d) It is not, primarily, lack of promotional effort that is
preventing the establishment of enterprises, but other factors
such as the exchange rate problem, the absence of infrastructures
ond serviced sites, and the general uncertainty felt by investors
arising out of the still-unresolved political situation in the

Middle-East.

Undoubtedly, the Egyptian Authorities have been faced with great
obstacles in their efforts to implement the new economic policy. This

become apparent to us as the consultancy proceeded and it is a situation

which we came to recognise with all due sympathy. We sought, however,
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to avoid being deflected thereby from the giving of what we

saw as factual, objective comment; and it is in that sense '

that we re-state here a number of considerations which we

see as having overriding importance at the present time :-

(a)

(b)

(¢)

(d)

(o)

Egypt has a critical need at present for export-orientated,
employment-generating, manufacturing enterprises of
international standing and repute, which will introduce much -

needed technological know-hcw to the country.

The approach to the satisfying of that need, i.e., the open-door
economic policy, is basically sound and imaginative;- and

the personal promotional efforts of H.E. the President of

the Republic have helped to secure for it world-wide attention
and publicity.

Nevertheless, we are not aware that any worthwhile

enterprise has yet been established under the open-doer policy.

Egypt has many advantages and incentives to offer to the
investor, and it should be possible to attract a reasonable
flow of investment in spite of the difficulties and uncertainties

which are known to exist.

But while, initially, some important foreign investors may be
attracted, it would be fatal to the success of the new economic
policy to assume that foreign industrial investment of the type

and quality desired can be attracted to Egypt, to the extent
necessary to make a reality of the open-door policy, without

o concentrated sophisticated and sustained effort on the part of the

national promotional agency .
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() The hard facts are that Egypt is competing for international
investment against countries which have ‘e veloped very strong
and sustained promotional piogrammes ove: o period of years, and
in face of that competition, Egypt must mount a fully matching
promotional effort if it is to have any prospect of securing

continuing investment .

Given determination to succeed on the part of the Authority, we are
convinced that a strong and effective promotional campaign can be
developed ond mounted. No further time should, however, be lost

in undertaking the necessary preparation and planning for a long-term
sustained campaign, os recommended by us in our Reports No's 1 and 2;
ond the currently proceeding re-orqar 'sation of the Authority offers
renewed hope for the early development of an effective promotional

programme .

While this long-term approach is being developed, we recommend that
an interim programme, on the lines already advocated in our reports,
should be put in operation without further delay. Such o programme
could usefully be linked with the distribution of the first colour
brochure which is now available. We have developed firm proposals
for an irterim promotional programme, and have secured o measure of
acceptance for them within the Authority. A summary of these

proposals is given in Annex 1 to this report.

The Authority has recently indicated to us its plans to proceed with
the development of an audio-visual presentation for use in Lromotion,
and we are pleased to learn of these plans. We had previously given
advice to the Authority on the preparation of a conventional slide

presentation, and we have now supplemented this with a more detailed,




technical description of the steps involved in the production

of an audio-visual presentation. This is given in Annex J hereto.
We cannot emphasise too strongly the importance of using only !

tramparencies and other material of the very highest quality for
such presentations.

We are required by our terms of reference "to review the plans to
open special promotion offices abroad, and assess their cost and
structure; and to review the ancillary methods of promotion through
Embassies, Consulates and other Egyptian offices overseas". We

give the following general comments on this topic : -

(@) At the commencement of our consultancy, the Authority had
under consideration the opening of further overseas promotion
offices. No specific areas were mentioned and we were

asked for our comments.

(b) We advised that the locations which should be considered
should include the Federal German Republic, France, the UK,
Holland, Japan, USA (Mid-West), Saudi Arabia, Kuwait,
and the United Arab Emirates. We emphasised that this was
very provisional advice, and that we would not be prepared
to recommend the opening of further promotional offices until
the Authority had itself established a proper promotions function
and adopted a coherent policy on promotion. However, in
general principle, we favoured the overseas offices being under
the direct control of the national industrial promotion body.
We also felt that the existing New York office should be allowed
more time to prove itself, and that if we were to offer meaningful
advice on its operation we would need to have an opportunity to
study its cost and effectiveness. We also indicated that we weuld

need details of the origin of foreign inve: ..ent projects received to date.
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(¢)  Our view in this matter, which we understand accords
with the thinking of the Authority, is that while overseas
offices are an essential component of an adequate promotional
programme, it would be premature to develop plans for them
before the Authority's policy on promotion, and the structure to

implement it have been formalised.

(d)  With regard to the use of existing Embassies, etc., for promotion
purposes, we recommend that the Embassies in the more
important investment markets (e.g. USA, UK, Federal German
Republic, France, Japan) should be utilised to the maximum
extent possible. We have already proposed,and have agreed
with the Authority, plans to use those Embassies in the

mounting of the interim promotional programme already
referred to.

We make here a brief reference to training for promotion. While
the main thrust of our efforts in the promotional field has been
directed towards the development of a structure and an angoing
programme in this field, we have not neglected to give assistance
by way of advice, coaching and formal training to existing members

of the Authority's staff whose functions included some promotional

elements. Details of the formal training courses are described in
Section 7 of this Report,

—
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IDENTIFICATION OF INDUSTRIES

6.1

6.2

6.3

To provide the Authority with general guidance in its initial
planning, we drew up and submitted a |ist of target industrial
products suitable for the El Nasr City free zone. The list was
given in our Report No. 4, and is repeated in Annex K to this
report.

In drawing up the list, we had regard to

(1 the experience of other countries at Egypt's stage of
economic and industrial development, and of countries

estoblishing free zones ;

(i1)  the categories of industries that have been established at

free zones ; and

(1)) the suitability of products for transportation by air.

We concentrated on manufacturing industries as being the ones that
con introduce new technologies and tend to give higher and more
remunerative employment. We did not, however, intend the |ist .
to be exclusive, and, in particular, we did not rule out worthwhile
warehousing and service industries, On this basis, the Authority
accepted the list of target industrial products, os submitted. We
subsequently supplemented that list with @ further list of products
which tokes account in particular of demand in the Arab Middle
East ond applies to industries appropriate to both free zone and

non-free zone sectors . The further list is as shown in Annex K.

It will be realised that, in respect of the industries listed, there

are apparent |imits to demand for additional products in many morkets.

It is important, therefore, in relation to any proposed project
that there should be a realistic oppraisal of market potential. The

——
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making of such on appraisal is, of course, the responsibility

of the investor, who is concerned primarily with the viability of
his project, but, nevertheless, on onus rests on the project
opproisal executives of the Authority to examine critically the
investor's market appraisal. We have included project oppraisal
in the general training course given to the Authority's staff.

We recognise the desirability of developing a more specific list
of target industrial sectors or groups. This is o task which requires
access to detailed basic information,e.g. clossified import /export,
industrial production and consumption statistics; and a manpower
dota bonk with associated industrial training facilities. We found
that such information Is not readily available. Additionally, the
task should be keyed-in with national planning in the zoning of
oreas as locations suitable for industrial projects generally or for
specific industries; and it must have regard to Infrastructural
availobilities, existing and projected. The tatk is, therefore,
one o be undertoken by the industrial promotion unit which we
have recommended should be developed within the Authority

= see Chapter 5 preceding. Wae realise that this tosk is for the
longer term; and recognising the urgent need to bring the industriel
free zone programme into effective operation, we have proposed,
In detail, on interim promotional programme which could be
vndertaken by the Authority concurrently with its re-orgonisation;
that programme is set out in Annex 1 attached.

—




TRAINING

7.1

7.2

7.3

Qur effoi. in the area of training - ‘e been di: :cted both at the
needs of the Authority's own staff and at the requirements of the
industrial labour force.

Our first action in regord to Authority staff training wos to submit o
stotement (copy attached at Annex L) indicating in general terms the
opproach that we proposed to adopt. This statement outlined the
bosic constituents which should be provided in the Authority's training

programm=s, including:

() Inchiction training for new entrons;

(i) Supervisory development;

(111) Monagement development;

(iv) Management techniques - appreciation and application;
(v) Specialist techniques; ond

(vi) Personal skills.

It olso made two specific wggestions, related to groups of staff whom we
felt were particularly in need of trainirg amsistonce:

(6) Members of the project teom for tre EI Nasr City free zone
" should be given specific training in project planning, project
monagement, team bullding, network and critical path analysis.

We ourselves were able to make c partial contribution to these
needs in the training coune in nerwork and critical path anclysis
which our training expert conduc'ed in Cairo in May, 1976.

(b) Appropriote training should be given to Department ond Section
Heads of the Autherity's Free Zones Division, to facilitate the

development of a monogement feom concept and approach.

While our suggestion for a workshop type training course in these
techniques was not taken up, we were, nevertheless, able to
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provide a very large measure of direct training assistance

to the senior officials and others concerned in the Free Zones
Division. This we did by reserving places for the Authority's
staff on the programmes of four-week and two-week training
courses in free zones held by us at Shannon. In all some

18 Authority staff members were accommodated on these courses.

7.4 A very important recommendation in our initial general proposals was
that which urged the oppointment by the Authority of a suitably
experienced training executive. We argued strongly that the Authority
should build up its own strength in the planning and provision of
training, and that its own training experts should be involved, to the
greatest possible extent, in the development of comprehensive general
progrommes. As a first and urgent step we proposed that the Authority
should recruit a Training Manager who would be a person of high calibre

access to top management. Wae attached a high priority to this
recommendation, and we provided, or offered to provide, considerable help

in its implementation. Thus,

(a) we drafted and submitted a position description and job advertisement
for the post;

(b) we offered to ossist in the interviewing of condidates, and members
of our teom did, in fact, participate in @ number of interviews; ond

(¢) we offered to 'givc the successful candidate, when selected, every
assistance in the establishment and development of his function.

|
|
|
|
|
|
|
I
i
i
ond would be given a senior grading within the organization, with direct \
| |
i
i
i
i
i
It has not yet been passible for the Authority to implement our
l recommendation in this area. We understand that, as in the case of the
Promotions Manager, the difficulty has been that the Authority did not have
' the power to offer a rate of remuneration which would bring in and hold the
right man for the job. We now know that steps are being taken to overcome
' this difficulty, and consequently we are hopeful that the Authority will soon
be in a position to fill these key posts.
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7.7
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Because of the importance attoched by us to promotion, we felt it
necessary to moke special efforts to assist, by way of training, those
members of the Authority's staff whose functions included a promotional
element. We arranged for selected staff members to attend special
promotion courses at Shannon. And we also arranged tor members of our
team to conduct a general promotions workshop for some fifteen members

of the Authority's staff, over a one-week period in Cairo in November,
1975.

Following the request to us to concentrate our consultancy on the

realisation of the El Nasr City free zone, and following the recruitment

by the Authority of the operational staff for the initial management orgonization
of this zone, we developed and submitted proposals for an irduction and
orientation training course for the newly recruited statf.  Our proposals

were accepted by the Authority, which arranged special funding for

the pfo‘gfommc from UNDP ond from its own sources, and the training was
conducted by members of the Shannon Company over a 10 day period in
December, 1976. Some 21 members of the Authority's stuff attended.

On the subject of industrial labour force training, we strongly advised that
it would be necessary for the Authority to have available for industrialists

@ virtual data bank on available skilled manpower for different sectors and
types of industries, ond also on the relevant training facilities and resources
in Egypt to remedy skill deficiencies. We accepted that it might be

difficuit to compile such information in the absence of central recording

of monpower data, but nevertheless we felt that the Training Manager, when
recruited, should be directed to collect such information as is available

ond also to identify the deficiencies. Pending his appointment, we
suggested that preparatory work should be undertaking by an existing section
in the Authority.

We proposed also that on inventory be made of existing training facilities
ond resources in Egypt, and their copabilities for meeting newly identified
neecs. We listed some of the mony agencies involved in this field, all or

———
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meny of which might have an actual or potential cortiibnion
to make to meetirg the needs of free zone industies.

As o practical step towards developing contucts with and between
those agencies, ond securing their support for the free . .ines

progromme, we suggested that the Authority might take an initiative
on the lines of the following :

(@) To convene a conference of representatives of the agencies
ond imstitutes, to apprise them of the special problems and
tosks which the Authority will encounter in ausisting industrial
investors to meet their manpower needs ; and to gather relevant
information about their activities, facilities and resources.

() To set up a standing committee of representatives of the
ogencies and institutes for information, licison and ce-ordination
purposes. Alternatively a broader based opproach micht be to
set up a Task Force under the aegis of the Ministry for Economy
and Economic Co-operation (or perhaps uindar the Prime " unister's

Office) to solve the manpower and training problems faced by
foreign investors.

We wish now to urge, o8 persuasively as possible, that steps be taken
by the Ministry to convene a conference for the purposes indicated
ot sub paragraph (a) obove, and to give urgent consideration to the
wawmstions ot b paragroph (b).

We have establ shed liaison with o study programme recently ingugurated

in Egypt by the Iternational Labour Office. This programme will, inter

ella, identify and catalogue all of the training opportunities available in

Egypt for the importing of skills that may be useful in industry. The results

of the study, when completed, should go some way towards meeting the
information needs which we have indicated in the area of labour force training.
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FINANCE

8.4

We have been conscious of the requirements in our terms of reference

to provide the authority with assistance in relation tc (i) cash flow and
(11) fimoncial planning of both construction and operation stages, and
we have endeavoured to obtain from the Authoiity the necessary
financial data on which to base this assistance, with particular reference

to the El Nasr City free zone.

The Authority's financial ond technical statf have been most co-operative
in providing all the information at their disposal, bt both they and we
have repeatedly come up against the same tundamental problem in
relation to long-term or even medium-term financial planning. This
refers to the obsence of any assured or even probable source ot funding of
the very lorge capital and operational monies required by the Authority to

implement its free zones development programme .

It appeoared, initially, that there were good prospects that the programme

would be funded in the main from the Egyptian natiunal budget, aond indeed
eorly allocations were large and encouraging. When, later, it became

apporent that funding from this source was by no means assured, we recommended
to the Authority that it should endeavour to secure definite financial support

for the El Nosr City project, if necessary by seeking external funding for port

or all of the development cost.

To ossist the Authority to seek such support, we offered to carry out, in
conjunction with the officers of the Authority, a aetailed cost/benefit
study of the project. Our offer was accepted, the analysis wos carried
out by our expert in November, 1976 and a special report giving the
results of the study was submitted to the Authority in January, 1977. The

results, which are considered satisfactory by the Authority, are summarised
in Annex L ottached. The study should prove useful to the Authority as
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spperting meterial in sesking foreign investment in free 2ene
consiruction,

We were informad in April, 1977 thet the 1977 budget cepitel ellccstion
for the £l Nesr 20n0 will be fully sdeguete.
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OVERALL CONCLUSIONS AND POINTERS FOR FUTURE ACTION

9.1

9.2

9.3.

The contract required us to give advice, guidance and support to
ossist the Authority to plan the establishment of the first two
industrial free zones at El Nasr City ond ot Alexandria. As
already indicated, our work was concentrated on the El Nasr

City zone.

We do not see industrial free zones as being an end in themsalves;

we view them as a technique of development which can have o
valuable catalytic or trigger action in an overall industrialization
programme . In Egypt, manufacturing industry, and in particular
industry which will produce exports and foreign earnings, must be
expanded very rapidly to bacome a major force in the country's
economic development. The existing industrial base is relatively
small, ond hos inadequate technology for competition in international
markets. The situation calls for substantial foreign investment and
technology . To attract these, Egypt must compete successfully
against many other countries with the same aim. Industrial free
zones, providing excellent industrial sites ond supported by favourable
legislation, are (as has been widely demonstrated) potentially one of
the best means of enabling Egypt to succeed in its programme of

industrialisation.

It wos our aim that, in fulfilling our contract, we should porticipate
actively with the Authority in the establishment of a fully functioning
free zone, including the necessary support services in the Authority
irself for attracting, convincing, installing and caring for the right
kind of foreign industrial investor,

—
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Consequently, we sought from the outset to ensure that practical
implementation of Egypt's free zones programme would proceed,

pari passu, with the rendering cf our services under the contract.

As will be seen from the preceding chapters and earlier Reports,
we have, in accordance with the requirements of the contract,

given comprehensive advice, guidance and support to the Egyptian
Authorities. The lines of action for development of industrial

free zones and for building up an effective organization to implement
them have been defined and demonstrated; and practical training and
fomiliarisation over a wide spectrum of free zone establishment,
operation and marketing procedures and practice have been
provided for the staff of the Authority. We have, in fact, expanded
the scope of our assistance in a number of respects beyond the

requirements of the contract.

We did not, however, fully achieve the objective we set ourselves,
as indicated in the preceding paragraph. We did not appreciate at
the commencement the magnitude of the burdens imposed on the
Egyptian economy by seéurify considerations. We did not realise,and
we doubt if any of the parties concerned realised fully, the extent

of the inadequacy of infrastructural facilities for new industry in Egypt,
the extreme scarcity of finance for capital and operational purposes,
or the magnitude of the obstacles facing the Authority in building up
an effective industrial development organization geared to modern
promotional requirements. It should be noted also that the work of
the consultancy had to be conducted against a background of changing
circumstances (e.g. turnover in top personnel in the Authority, loss

of trained personnel, dislocation of physical construction plans, etc.),
and that the Authority's scope for positive action was seriously

handicapped by the uncertainty attaching to its overall position and,
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specifically, by its inability to recruit key personnel due to

restrictions on levels of remuneration.

The result is that we are now bringing our work under the consultancy
to a conclusion in advance of the effective implementation of the
industrial free zones progranme. Clearly, the assistance given under
the contract would have had a more beneficial impact if it could
have proceeded fully in phase with the implementation of the free

zones.

Nevertheless, the consultancy has made a comprehensive and valuable

input to the Egyptian industrial promotion scene; and it has undoubtedly
acted as ¢ pace setter in the lead-up to a number of positive and highly
importont"neasures to facilitate the investment programme, recently

adopted. We refer to the following meacures :-

()  The Government has established a Supreme Council for Investment
(reporting through H.E. th.e Deputy Prime Minister for Finance
and Economy to H.E. the Prime Minister) which is already acting
(a) to implement the total industrial investment plan for Egypt
including industrial free zones and (b) to find solutions for the
problems which face foreign industrial investors.

(This Council is empowered to adopt definitive policy decisions

and to give overriding project approvals).

(i)  The Board of the Authority is being re-organised as a more

effective instrument.

(iii) A Directive has been issued to amend law 43/1974 so as to
introduce necessary clarifications and modify provisions repugnant
to prospective investors. A copy of the draft amending law is

given in Annex N.

———
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(iv) Action is being taken to remove restrictions on levels

of remuneration in the Authority, and

(v)  Action to fund adequately the physical construction works

at El Nasr City has been initiated.

In summary, we feel justified in reporting that the way now appears

to be open for the second or final phase of the effort to bring the

free zones project into operation. The momentum which has lately
been generated, the sense of new confidence created, the skills
imparted - all are valuable but they must be nurtured and strengthened.
This calls for effective action now to ensure realisation and exploitation
of the measures listed at sub paragraphs (i) to (v) of Paragraph 9.6
preceding. This is a task to be undertaken by the reorganised Authority
with its new powers and structures and supported by the overriding
authority and decisions of ‘the Supreme Council for Investment . In
carrying out its task, the Authority should pursue, inter alia, the
matters listed in Annex O; and, in so doing, it is probable that the

Authority would find that advisory assistance on some or all of the

matters would be of value .

In putting forward this, our final report, we wish to record our deep
sense of gratitude to those officers of the Authority, including those
who have now left it, with whom we have worked over the past two

years. We acknowledge the declication they have shown in the face
of daunting difficulties. It has been an honour for us to have been

associated with them in their work for Egypt. We acknowledge also,
with grateful appreciation, the assistance and co-operation we have

received at all times from the officers of the United Nations Industrial

Development Organisation and the United Nations Development Programme.

Shannon Free Airport,
Irelond.

June, 1977

—




ANNEX A

CONTRACTOR'S TERMS OF REFERENCE

1.00 AIM OF THE PROJECT
1.0 The aim of the Project is to assist the General Authority for
Investments and Free Zones, in Cairo, to plan the establish-
ment of the first two industrial free zones at El Nasr City near

Cairo Airport, and at Alexandria.

2.00 RESPONSIBILITIES OF THE CONTRACTOR

2.00 Statement of Work

The Contractor shall render on the terms and conditions herein-
after set forth; the services and facilities necessary to provide
assistance in the form of advice, guidance and support to the
Egyptian Authorities in the development phase of the Project.
In this connexion the Contractor's work shall include, but shall

not be limited to, the following :

(@) Incentives

(i) To review the plans of the Egyption Authorities
for the provision of suitable physical and other
incentives and to advise on their exact type and
feasibility. Particular attention should be paid
to the question of tax exemptions and whether these
are necessary in view of the obligation of most
investors to pay tax in one country or another and
also in view of the fact that some zones offer only

very short-term tax exemption.

(if) To give full policy advice on the exact form of

other incentives and their comparative effectiveness. .
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(b)

(c)
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Public Relations

(i)

(iv)

(v)

To design a public relations programme to be
operated by the General Authority to promote '

the above incentives efficiently and economically.

To review the plans to open special promotion

offices abroad, and assess their cost and structure.

To review the ancillary methods of promotion
through Em assies, Consulates and other Egyptian

offices overseas.

To design and draft a suitable publicity brochure
high=lighting the incentives.

To design a system of audio=-visual and other aids
to inform potential investors of the Free Zones

advantages on their visits to Egypt.

identification of Industries

(i)

(it)

To assist the General Authority in identifying types
of industries suitable for establishment in the free
zones, methods of evaluating them, and of contract-
ing those considered desirable.

To identify those industries most suitable in view of
their use of local raw materials, of their utility in
linking with the present export programme of Egypt.
Pay particular attention to those labour intensive
industries attracted to similor zones and to those
whose production may benefit by such concessions as
the General Scheme of Preferences, US Tariff items
806 ond 807 and similor opportunities.
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(d)

(o)
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(o)

e
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Civil Engineering - Infrastructure Development

(i) To work closely with the orchitect and engineers
of the General Authority to develop the industrial
estates at El Nasr City and at Alexandria as soon

as possible.

(ii) To assist in and supervise the preparation by the
General Authority of detailed plans for the infro-

structure und other civil enginee. g items required.

(iii) To oversee the work itself in the field, advising on
the construction of standard factory bays, their

equipment ond ancillary requirements.

(iv) To advise on the procurement of the necessary equipe

ment and its installation.

Finance

To provide a suitable cash flow analysis in conjunction with
accountants from the General Authority. To provide guidance
on the financial planning of the construction stages and of the

subsequent financing requirements for the operating stage.

Administ‘ru.t‘ign and Management

To provide advice and support, including any necessary
organisation charts, etc., and including follow-up odvisory
assistance to the General Authority on the staffing, adminiswetion

and management of the free zones.

In-Service Training

To analyse the training needs of the General Authority's stalf,
prepare comprehensive training programme n-service and other,

to meet these needs. To advise on the implementation of the
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programmes and to monitor progress. To ensure effective !

co-ordination of all training activities.

(L)) Lobour Force Training

To investigate the training needs of the labour force in
conjunction with the General Authority and to make proposals
and plans for meeting these needs.

() Co-ordination, Consultation Liaison

i) To advise the General Authority on the co-

ordination of the overall Project.

(it) To be available for consultation on the general
supervision of the project when required, and to
provide a plan to cover the two years from the start
of the project.

() To provide a schedule of visits and the requirements

in terms of staffing by the Contractor and the General
Authority .

«—---‘-----
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SCHEDWLE OF VISITS TO EGYPT BY MEMBERS OF PROJECT TEAM

ANNEX B

Appendix 1

Mr. B. O'Regon,
(Project Monager)

Me. N, A, O'brien
(Deputy Project Manager)

Mr. P, Lalor
(Taxation)

Dr. W. Brosnon
(Promotion)

Mr. J.B. Mackenzie (deceased)
(Organisation)

Mr. M. Ledwidge
(Engineering)

Mr. C. O'Nuallain
(Training)

June 16th to 30th, 1975
November 11th to 25th, 1975
February 29th to March 10th, 1976
January 24th to February 1st, 1977

June 16th to 30th, 1975

October 13th to 27th, 1975
November 11th to 25th, 1975
February 29th to March 10th, 1976
June st to 14th, 1976

October 28th to November 4th, 1976
January 24th to February 1st, 1977
February 15th to 28th, 1977

April 25th to May 2nd, 1977

June 16th to 0th, 1975
October 13th to 27th, 1975

June 16th to 30th, 1975

November 17th to December 1st, 1975
May 17th to 27th, 1976

Jonuary 24th to February 1st, 1977

June 23rd to 30th, 1975

March 28th to April 3rd, 1976
March 27th to April 2nd, 1977

June 16th to 23rd, 1975
November 17th to December 1st, 1975
May 17th to 27th, 1976

————
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Me. T. A, Dunne October 13th to 27th, 1975
(Orgonisation) March 28th to April 3rd, 1976

June st to 14th, 1976

October 28th to November 4th, 1976
December 5th to 15th, 1974
Jonuary 24th to February 1st, 1977
April 25th to May 2nd, 1977

Mr, M, Murray June st to 14th, 1976

(Custorm)

Mr. 7. Kellaher November 4th 1o 18th, 1976

(Cost/Benefit Analysis)

NOTES:

1. Under the terms of our contract, members of the project team are expected to pay

o minimum of 19 visits to, and spend a minimum of 12 man-months in the project
area during the period of the contract.

2, The contract defines o man-month as o period of time equivalent to a calendor
month consisting of five working days per week, eight working hours per doy.

3. From the Schedule obove we have calculated that a total of 34 visits to the
project areqa, involving a total of about 14 man-months in the area, have been
completed.

4, The Schedule does not include a number of visits by persors who were not
considered members of the project team. They were :
Mr. A. Quin, Administrator to the Team = June, 1975 ;
Meurs. S. Borron, C. O'Carroll, J.G. Ryon, Members of
Training Group - October & December, 1976 ;
Mr. P. Quigley, General Manager - February, 1977.
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SCHEDULE OF VISITS TO SHMANNON BY SENIOR EGYPTIAN OFFICIALS

Me. G. Fued,
Architect, General Authority.

Mr. M. Bokhoum,
Comulting Engineer.

Mr. A. A. Meguid,
First Under Secretory of State,

Ministry of Economy ond Economic Co-operation.

Mr. R, El Sohn,
Under Secretary for Free Zones,
General Authority.

Mr. M. Analla,
Under Secretary for Internal Invesiment,
General Authority.

Dr. G. El Sobrawi,
Under Secretary for Free Zones,
Generul Authority.

Mr. E. Shalaby,
Under Secretory for Adminisration,
General Authority.

Mr. |, Abu Zeld,

Deportment Monager,

General Authority .

Mr. A. M. Routhdy,

Deputy Chairmon ond Monaging Director,
General Authority.

June, 1975

June, 1975

July, 1975

July, 1975

September, 1975

Septemver, 1975

Jonvary, 1976.

Auvgust, 1976

September, 1976



ANNEX C

EL NASR CITY FREE ZONE MANAGEMENT ORGANISATION

OUTLINE PROPOSALS AND NOTES ON MATERIAL
SUBMITTED

APPENDIX E :

Contaim a summary of the principal "key activities" to be performed by the zone
manogement when the zone is fully operational in (say) three yeors time.

Takes into account the requirements of present Egyptian law, and is based upon
the relationship between the General Authority and local free zones recommended in
Appendix |l of Shannon's Special Repoit on Organisation.

Assumes that the General Authority will itself retain permanently the responsibility

for (@) overseas promotion and (b) research; these functions are not, therefore, provided

for in the "key activities”" statement.

|

APPENDIX

Is o suggested orgonigrom of a long=term organisational structure, i.e. to come

into effect when the zone becomes fully operational ond begins to discharge all of the
functions in the "key activities” statement.

———

APPENDIX I} -

ks a suggested interim orgonisational structure, to be achieved by Jonvary, 1977.

Assumes that the General Authority will, pending the achievement of the full

orgonisation in (say) three yeors, provide services to El Nasr in the areas of engineering,
finaonce, personnel, administration and legal affairs.

————



Provides a draft specification of the 8 management level posts and 3 support poin
which, it is recommended, should be filled by immediate recruitment to provide the
initiol staffing of the interim organisation.

APPENDIX V :

e

Contains a summory of the main duties of the key post of General Manager of €l
Now free zone.

N
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EL NASR CITY FREE ZONE MANAGEMENT ORGANISATION

SUMMARY OF PRINCIPAL KEY ACTIVITIES TO BE
PERFORMED

PROJECT NEGOTIATION

Operating within the general policy and guidelines laid down for the
free zone by the General Authority :

1.1 Receive completed project proposals from investors, and ensure

that all required information is obtained from them.

1.2 Deal finally with proposals when they fall within the category
of industrial and other projects which may be accepted by
El Nasr in its own right.

1.3 In cases other than those covered by 1.2, transmit copies of proposals
for comment to relevant agencies of Government, and follow up

fo ensure prompt replies.

1.4 When all necessary data is available, prepare and submit to the
Zone Board an evaluation report and recommendation on each

project proposal, the recommendation (if positive) to include an

indication of the facilities to be given to the investor.

1.5 When decision of Zone Board is given, take all consequential action,
including the following :-

1.5.1  Notify terms of decision to investor ;

1.5.2  Draft all documentation needed for establishment of project
(including licence, contract, decree, if required), liaising
as necessary with the Legal Department; securing acceptonce
and execution by investor within stipulated time period ;

1.5.3  Advise Facilitation Department of terms of decision and

acceptance thereof by investor.

———
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1.6 Maintain and operate suitable records and procedures to ensure

that project proposals ore dealt with expadmously and
efficiently.

1.7 Conduct all negotiations in a manner that will secure and hold
desiroble projects, on terms acceptable to Egypt and comsistant
with the objectives of the economic "open door" policy.

PROJECT FACILITATION (i.e. Follow-up)

On notification by Project Negotiation Department of the offer and
acceptance of project terms, and of the completion of the necessary
legal documents, operate procedures to ensure the facilitation of the

project in accordance with the law. In particulor :-

2.1 Deal with all requests from the project management to facilitate
the entry of necessary materials, equipment and supplies to the
free zone, the storage and circulation of goods within the free
z2one, and the exit of goods from the free zone.

2.2 Develop close and effective liaison with the zone customs to ensure

the prompt clearance of goods into and from the free zone.

2.3 Develop sound systems and procedures to ensure that the legitimate
requirements of projects ore dealt with, under the law, in the
most expeditioss and sympathetic manner.

2.4 Maintain suitable records of transactions handled.

2.5 Furnish to the Project Supervision Department such information as it mey
need fo dischorge its functions.

2.6 Receive, ond deal with in a prompt and sympathetic monner, applicetions
for the grant of work permits for workers and employees of opproved
projects in the free zone.

—
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2.7 Maintain effective liaison with the Engineering and Services
Department, to ensure that the needs of investors, as dealt
with by that Department, are dealt with in an efficient and

expeditious manner.

PROJECT SUPERVISION (i. e. Inspection/Auvdit)

Maintain and operate witable procedures and systems which will

ensure compliance with the law by all projects licensed to operate

in the free zone, while at the same time assisting and facilitating projects
to establish successful enterprises. In particular :-

3.1 Check implementation of the currency requirements set forth in
the Executive Regulations.

3.2 Auess and collect the 1% levy, and any other rents, chorges and
levies, payable by licensed projects.

3.3 Check compliance with the requirement as to the insurance of buildings,

machinery and equipment in the free zone.

3.4 Receive and inspect employment contracts between employers ond
Egyptian workers and employees; monitor the observance by employers
of the Executive Regulations dealing with terms of employment of

wch personnel; and check compliance with the obligations on employers
in the fields of medical core and social services.

3.5 Enwre that employers make sitable arrangements (including, if

necessary, the supplementing of cenirally operated services) in the
areos of security, rescue, fire and first aid.

LEGAL

Provide on advisory service to all Departments on legal matters affecting
the free zone and, in particular, on the terms of Licences ond Leases, ond |

their enforcement.
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ENGINEERING AND SERVICES

In engineering the following activities will be performed :-

5.1 Maintain, and up-date at regular intervals, the physical
plan of the free zone (including up-dated maps showing
the location of all underground services; i.e. water,

sewerage, gas, electricity, telephone and telex lines).

5.2 Should the Zone Board decide to provide any buildings
within the free zone, participate in the planning phase
to ensure that they are in conformity with the overall
plan, and if requested by the Architects, supervise

construction of the buildings.

5.3 In the case of buildings to be erected by investors, receive,
advise on, and approve the plans for such buildings, in

advance of commencement of construction.

5.4 Develop and install progranmes and policies to maintain the

overall appearance and physical quality of the free zone to
the highest possible standards; the programmes to cover the
questions of landscaping, external factory maintenance,

road maintenance and cleaning, refuse disposal, emission of

smoke and fumes, overhead cables, etc.

3.5 Monitor the adequacy of services (electricity, water, etc.)

in relation to zone development, and initiate action as necenary

to expand services.
3.6 Ensure that all of the free zone's own property is properly mainteined.

Under services, the following activities will be performed -

3.7 Implement any decision of the Zone Board to establish and operate
stores, warehouses, loading/unloading facilities, and equipment/

machinery for the use of zone projects.
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5.8 Ensure the ovoilability to zone projects of odequate postal,
telex and other communications facilities, including (if necessary)

by the provision of central services for the zone os a whole.

5.9 Ensure that Banking and Security services are available to meet

the needs of free zone projects.

5.10Provide directly, or through the operation of other ogencies, central
canteen, first-aid, medical and fire-fighting services, to the
extent that these services are already adequately provided for by

free zone projects.

5.11Ensure that appropriate charges are made and collected for all services

provided by the free zone.

PUBLIC RELATIONS

On the basis that national und overseas promotion and marketing are
centrolly handled by the General Authority, establish and operate a P.R.

office (deportment) with the following local functions : -

6.1 Secure good coveroge of free zone developments in the local press,
through the mointenance of good editorial contacts, the regular

issue of press releases, the use of photographs, advertising, etc.

6.2 Advise the General Authority on the promotional needs of the
free zone, and supply the General Authority with material for

inclusion in guides, brochures, etc.

6.3 Make arrangements to receive visits by prospective investors; arrange
accommodation, travsl, meetings and the supply of all required
informotion; assist the investor in the preparation of his project

proposal .

6.4 Operate a central exhibition area for the display of free zone products

and services, and assist free zone projects in relation to their own

P.R. needs.

——



ANNEX C
Appendix 1
Page 6

FINANCE AND ACCOUNTING

Operate a suitable financial and accountancy service covering all
of the free zone's financial transactions, and provide the free zone's
management with a sound and relevant Management Accounting

service. In particular :-
7.1 Maintain proper systems and books of account.

7.2 Prepore periodic financial statements, and provide all financial

information necessary for the annual budget.
7.3 Operate an overall system of control of income and expenditure.
7.4 Prepare annual accounts for audit.

7.5 Ensure the prompt receipt of all income due to the free zone.

PERSONNEL MANAGEMENT

Perform all the normal functions of Personnel Manogement in respect of

the free zone's own staff. In particulor :

8.1 Through an effective system of recruitment and by means of adequate
levels of remuneration and employee benefits, secure and maintain

a high calibre of free zone employees.

8.2 Instal and operate a sound training programme for all levels of

employees.

8.3 Enwre a high level of employee morale and motivation by attention
to training and development needs, promotion prospects, job

satisfaction and enrichment, employee grievances, etc.

8.4 Operate suitable systems in the fields of salary/wage administration,

employee discipline, personnel records, etc.



ADMINISTRATION

Attend 1o oll normal odministrative matters, including :-
9.1 Dischorging the statutory obligations falling on the free zone.
9.2 Asranging and servicing of meetings of the Zone's Board.

9.3 MHondling all liaison with the General Authority ond with other
agencies of Government,

9.4 Porticipation in the periodic meetings of Zone Boerd Menagers.

9.5 Preporation of the Annual Report for the zone covering performence
of existing projects, programmes for new projects, plans for

zone expansion, zone finonces, statistics, efc.




NOUVIINVORO INIWNIOVNWW WEll
“ONO1 20 WYADINVORO

INOZ 33 AID VN B




T ———————"

wswyodeq suawpodaq 1uswpodeq wewpodag

SO AIDG woisiasadng oaloxy uoigoyI{1o04 jdaloug uoyoijobapn daloiy

"SI1S0q WU U0 Ajrio)
210 "¥°d oo 4q papiroxd aq o} sad1A18g
puo  jo110j3503¢ UOHDSIUIWPY PUD [SUU0sIag
fo1ououly ‘jobay ‘Buissdu
sfioutyy asusc)
sopang
»
pmog suo7 aesy
NOILVSINVDIO INIWIOVNWW
NI xipuaddy WIIIINI 30 WVIDINVOYO

2 XINNV
INOZ 3384 ALID ¥SYN 13

-r G G G Gy - - o I o O - P G B e T - -




ANNEX C
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EL NASR CITY FREE ZONE MANAGEMENT ORGANISATION

DRAFT SPECIFICATION FOR INITIAL PERSONNEL

NUMBER

Initially 8 monagement level personnel, with appropriate support
personnel (2 secretories ; 3 drivers/messengers), will be recruited.

CATEGORIES

A. General Manoger (1 post)
B. Deportment Head (4 posts)
C. Executive/Administrative Officer (3 posts)

It is envisoged that the Department Heads, all reporting to the
General Manager, will heod up the 4 main functional areas to be
created in the initial organisation :-

(1) Project Negotiation
(i1) Project Facilitation
(ii1) Project Supervision
(fv) Services

In each of Departments (i) and (ii) there wlll be assigned initially
one Executive/Administrative Officer. The third Officer will assist
the General Manager on P.R, work (See Organigram of Interim
Organisation).

SPECIFICATION

A. General Manager

Sex :  Preferably Male
Age:  Prefered age group 35 - 50 yeors.

N
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Qualifications :

Experience :

Personal
Qualities :

ANNEX C
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Essential := A good or very good primary degree
in a relevant discipline (Commerce, Business

Studies, Economics, Accountancy, Law).

Desirable :- A post-graduate diploma or degree.
Fluency (verbal and written) in two foreign

languages (one of them English) is essential.

At least 10 years of relevant experience at a
senior level in industry or commerce (public or

private sectors) or in Government Ministry.

A demonstrable record of achievement, especially
in the past 5 years, ot senior level, in one or more

of the fields indicated in the preceding paragraph.

Proven ability in one of more fields of activity
relevant to the work of the free zone, such as
PR/marketing/customer satisfaction/project development/

systems management/financial control.

Contact with foreign business operations is very
desirable, preferably by having spent some years

overseas in a business or official capacity.

Planning ability to prepare forward plans and set
objectives, and to appraise results achieved.

Management ability to work effectively towards set
goals through the use of a management teom.

Leadership ability to inspire and motivate subordinates.

Working with others - ability to relate easily and
effectively with persons/groups outside the management
team, including high officials, international

executives, etc.

———




Personal
Quolities :
(cont.)

Depoartment Head
Sex :

Age :

Qualifications :

Experionce :

ANNEX C
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Personoble, outgoing, diplomatic, but with
drive, energy and a high sense of patriotic
motivation. Ability to see clearly and to
pursue actively the overriding objectives

of government economic policy, asreflected

in the free zone.

Maole or female

Prefered age group 25 - 40 yeors.

Essential :~ A good or very good primary degree
in a relevant discipline (Commerce, Businem

Siudies, Economics, Accountancy, Law).

Desirable :- Some post groduate study in o
related field.

Fluency (verbal and written) in English is

essential .

Fluency in a second foreign language is desirable.

A proven record of business achievement over not
less than 5 years, preferably in on area of ectivity
of relevance 1o the free zone, (for example,

project evaluation; project development; installation
of systems or services; financial or customs contvol).

Previous experience in a supervisory/management
post Is essential .
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Experience : Contact with foreign business conditions is
(cont.) very desirable, preferably through having
worked or studied overseas for at least 6
months.
Personal Integrity, dedication, and ability to work
Qualities :

under pressure and over long periods without

supervision.
Ability to lead, guide and motivate subordinates.

Organising ability, particularly in the development

and installation of procedures and systems.

Planning ability, particularly in the allocation
and control of tasks, and in the scheduling of work.

Concern for overail national development goals,
and an ability to see and appreciate the needs of

investors as main contributors to these goals.

Ability to represent the free zone effectively in
dealings with investors, publicists, other public

servants, etc.

C. Executiva/Administrative Officer
Sex : Male or female
Age : Prefered age group 23 - 35 yeors.

Quolifications : Esmentiol :~ A good or very good primary degree
in a relevont discipline (Commerce, Business

Studies, Economics, Accountancy, Law).

Fluency (verbal and written) in English is essentiol .

Fluency in a second foreign language is desirable.
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Experionce :

Personal
Qualities :
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At least two yeors of relevant business experience
in a field of activity related to the work of the
free zone (project work, PR, financial or customs

control, provision of services).

Hord working, energetic, dedicated, loyal,
capable of a high level of motivation.

Flexible, adaptable, capable of working effect-
ively as @ member of o teom.

Sound judgement.

]
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GENERAL MANAGER OF EL NASR CITY FREE ZONE

SUMMARY OF MAIN DUTIES

POLICY, OBJECTIVES, PERFORMANCE

1.1

1.2,

1.3.

Within the framework of the overall national policies ond guidelines lold
down by the General Authority, he will assist the Boord to define the

specific policies to be pursued. He will interpret defined policies for
his monogement teom.

He will develop targets and strategies designed to achieve the aims of
defined policies, will have them considered ond approved by the Board,
ond will then pursue their achievement through his manogement teom,

He will report periodically to the Board on the progress being achieved in
the implementation of defined policies, and will provide the Boord with
control information to enable it to measure the effectiveness of monogement

performance.

FREE ZONE PROJECTS/SERVICES

20'0

2.2,

2.3.

He will supervise the preparation of recommendations to the Boord on project
proposals,and transmit Board decisions for implementation by his management
team. He will develop control procedures to ensure that projects fulfill all
the requirements laid down by the Boord ond specified by Law.

He will monitor the rate of receipt of suitable project proposals, and will

report to the Board any significant chonges in this rate againet pre-
determined targets.

He will monitor the progress of development of free zone projects, ond
report thereon to the Board.

N
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2.4, He will cause submissions to be prepared for the Board on the development
of free zone services, and will transmit Boord decisions for implementotion

by his management team.

MANAGEMENT AND LEADERSHIP

3.1. He will integrate, co-ordinate and direct the activities of his subordinates

to emsure effective executive management of the free zone organisation.

J.2. He will provide leadership, develop a high staff morale, and ensure effective

training and development of subordinates.

3.3. He will ensure effective communications up and down, so that policies,

targets ond strategies will be clearly understood at all levels, and comtructive

contributions by subordinates welcomed and stimulated.

FINANCE

4.1, He will ensure continuous and effective control over all the financial
affairs of the free zone, and will toke all reasonable executive action

necessary to improve control, eliminate waste and increase revenue.

4.2. He will supervise the preparation of annual budgets of income and
expenditure, and will submit them to the Board for approval. He will also

supervise the preparation of annual accounts for audit.

PUBLIC RELATIONS

3.1, He will carry out public relations activities appropriate to the position of

chief executive of the free zone.

5.2. He will ensure effective coveroge of free zone developments in the approp-
riote media.

LIAISON

6.1. He will meet regularly with the Chairman of the Board, will keep him informed
of monagement progress ond problems, and will secure the benefit of the

Chairman's advice and experience.
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6.2.

6.3,
6.4
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He will supervise the preparation of any reports or submissions the Boord
may moke to the Minister or the General Autherity.

He will maintain effective contact with the General Authority.

He will participate in the periodic meetings of Zone Monogers. |
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RELATIONSHIP BETWEEN

THE BOARD OF THE GENERAL AUTHORITY

(referred to os the Cairo Boord) '
AND

THE BOARDS OF PUBLIC FREE ZONES

(referred to as Zone Boards).

1. The pasition of the Zone Boord in relation to the Calro Board is established
under Law 43 of 1974,

2.  Article 30 empowers the Cairo Board to "establish public fres zones for the
creation of projects authorized under the provisions of this law."

3.  Article 31 says that the Cairo Board "is the supreme authority controlling the

affairs of the free zones ond laying down the general policy to be pursued”. Specifically,
orticle 43 provides that the Cairo Boord Is responsible for coordinating policia: and
formulating the general planning of the free zone; it acquires the land for free zones

ond opproves the budgets and the accounts of the free zones. Additionally, the Calro
Boord assumes all the responsibilities of a public zone board until the Directon of

the Zone Board are appointed; and it supervises private free zones until such zones are
offiliated to a public free zone.

4. The Cairo Board may delegate its responsibilities.

5.  Under article 25, a Deputy Chairman shall, by Decree of the President of the
Republic, be appointed Chairman of the Cairo Board and the Deputy Chairmen shali

act os General Manager of the Authority ond shall preside over its executive machinery
"consisting of technical ond odministrative employees appointed pursuant to the
orgonizational structure adopted by the Board of Directors”. The power vested in the
Cairo Boord to approve the staffing structure for the Organization will include the
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orgonigrams for the Zone Board staffs as well as for the Cairo Board stoff.

6. Under article 33, the Cairo Board by resolution constitutes the Zone Boards '
and in each case appoints the Chairman.

7. It will now be seen that the Zone Boards are in general terms subject to the
Cairo Board and that the executive machinery of the Zone Boards is determined by
the Cairo Board. Article 33, however, provides that the Zone Board shall be
competent to implement the provisions of Law 43 and its executive regulations in all
matters pertaining to the public zones. Specifically, article 33 says that a Zone
Board can do the following :

(i) 1t shall authorize occupation of lands and real property or rental of real

property owned by a third party in the free zone,

(ii) It shall decide on offers submitted by Arab and foreign investors according
to the rules loid down by the Authority's Board of Directors.

(iii) 1t shall establish, operate, and exploit stores, warehouses and areas for

shipping, unloading and warehousing operations .

(iv) 1t shall provide instruments and equipment necessary for facilitating operations
ond projects created within the free zone.

(v) It shall provide such services as may be needed by the projects created in
the free zone in return for charges to be fixed by the Board; and

(vi) 1t shall supervise the private free zones affiliated thereto by resolution of the
Authority's Board of Directors.

8. Article 35 provides that o Zone Board may licence the performance of operations

in zones as follows :

(i) Storage of tronsit goods and certain indigenous goods .
(i1) Sorting, cleaning, mixing, repacking etc. goods warehoused in zones.
(iif) Manufacturing, assembling, processing etc.

(iv) Engoging in any trade incidental to activities within the zone.
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The exercise by a Zone Board of the powers conferred by articles 33 and 35
oforementioned is, however, subject to the over-riding provision in article 33
which empowers the Cairo Board to lay down the executive regulations governing

activities within the free zones and regulations concerning the rules applicable to

a)  companies and projects operating within the zone,
b)  ingress, egress and registration of goods etc. and the policing of the zone
and collection of dues . This last mentioned provision is taken to include the fixing

of all charges leviable, including rentals for sites.

?.  An example of how the law may be applied in practice is as follows :

Cairo desires to establish a free zone at Suez. It selects a site, determines the

zone area, acquires the land, draws up the plans for infrastructure, service buildings
and facilities, prepares budgets for the capital investments, secures approval for the
budgets and arranges for the installation of all works and buildings. In advance of

completion of the zone, Cairo will do the following things :
- Appoint the Board of Directors for the zone and the Chairman.

- Determine the staffing organization and recruit and train the staff
(the recruitment of certain stoff will be reserved to the Manager acting under
the authority of the Zone Board.)

- Prepare |ists covering types of activities and projects which may be accepted

in the zone.

- Prepare lists defining projects which may be accepted in the zone by the
Zone Board without reference to Cairo (e.g. warehousing projects and manufacturing

or ossembling or processing projects within certain limits of size )

- Arrange that the list defining the projects which the zone board may authorize
without reference to Cairo, shall be cleared with all government or local

Agencies concerned as " approved classes of projects" in respect of which further
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reference to the said Agencies will not be required in individual coses.

- Establish rules which will govern the acceptance of offers by the Zone Board.
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The nature of these rules is not specified in this law. The rules might for example say
that in order to be accepted, the project offered must :

10.

(i) be of the type inciuded in the opproved list.

(ii) not unduly compete with a similar export industry olready
established in the zone.

(iii) ot draw off staff from an existing similar industry in the
zone by offers of higher pay .

(iv)  comply with local environmental requirements,

(v) if connected to the electricity grid, not have load
characteristics ( e.g. heavy spot-welding operations)
which would interfere with the quality of electricity supply

locally - etc.

In operation, a zone will be monaged entirely by the Zone Manoger and his

staff working under the authority of the Zone Board. Specifically, the Zone Manager
will have resporsibility for the following :

(1)

(i1)

Control of the staff, including payment of salaries and expenses,
maintenance of all financial records ond the recruitment of the staff

in certain specified grades. (e.g. tradesmen and subordinate grodes
ond temporary clerical stoff.)

Reception of prospective investors and processing of their applications to

@ conclusion and the issue of the necessary licences (cases not coming
within the approved lists will have to be referred to Cairo); undertoke
promotional work locally in accordance with a progrom agreed with Cairo.
In processing of proposals from investors, evaluation work need not include
the finoncial viobility of the projected activity because all investments will
be made by the investor ond it is a matter for him to ensure that the project
will succoed. Evaluation con therefore be confined to ensuring that the

project falls within or conforms to certain specific criteria.

——
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11.  The Zone Board and the Zone Manager will operate independently of Cairo
except in the following respects :

(1)  All operations will be conducted and the zone will be managed in accordance
with the procedures laid down by Cairo. The initiative for omendments to these
procedures will rest with the Zone Manager and he may put his proposals
directly to Cairo or, if the matter is of interest to zones generally, he may have

it discussed at the periodic meetings of Zone Managers which will be arranged

by Cairo on a regular basis.

(i) Stoff, to a specified grade, will be provided by Cairo and, below that grode,
it will be recruited locally and be appointed by the Managers on Conditions of
Service including pay, agreed by Cairo. However, by agreement with Cairo
any staff below manager level may be recruited locally through competitions,

the rules for which have been approved by Cairo.

(1)) The Manager must keep Cairo informed of the operation of the zone including
such information as projects already in operation, projects under examination
divided into predetermined categories e.g. warehousing, assembly, manufacture
etc. ; and in each case specific information will be furnished, such as capital
investment, number of staff employed in projects, quantity and value of annual
production and imports/exporfs; The information furnished to Cairo will include
also appropriate information about the operation of the Manager's own office e.g.
copies of the minutes of the Zone Board's meetings, the financial results monthly
of the operations in the zone, number of stoff employed etc. The Manager acting
under the authority of the Zone Board will be responsible for the timely preparation

of proposals to Cairo for expansion of the zone.

12. The Cairo General Manager will nominate an officer at Cairo to act as lialson

between Zone Manager and Cairo.
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ANNEX E

Incentives provided by Law 43 of 1974 - Preliminary Review

1 Introduction

In addition to the natural attractions such as its geographical
situation and its large pool of readily available labour at relatively
lTow wages cost, Egypt has provided by Law No. 43 of 1974 significant
fiscal incentives aimed at the attraction of foreign investment,
technology and skills to participate in the expansion and development
of manufacturing activity in the country.

Highlights of these incentives are as follows :

Enterprises established in the Free Zones.

In modern ready-built factories to be provided in the Free Zones
where manufacture mainly for export to world markets, including other
Arab countries is envisaged, foreign industrialists will enjoy not
only freedom from customs duties but almost total relief from
Egyptian corporate taxes on profits for an unlimited period of years
(Art. 46 of Law 43/1974). A charge of 1" on the value of goods
exported will however be applied.

Enterprises established outside the Free Zones.

Here Law 43 of 1974 provides full relief from Corporate taxes on
profits for the relatively short period of 5 years which may be
extended up to 8 years in the case of certain kinds of industry.

2 Evaluation of the Tax Incentives

— e eSS GEE S O SN S G GNE TR ER AN TR AR M -

In assessing the industrial and commercial profits to the Corporate

Taxes a slight distinction is made in the rates of tax charged on
profits distributed and profits retained. The taxes are as follows :
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On Profits Distributed On Profits Retained

Basic Tax on Profits 17.00% 17.00%
Local Tax 2.55% 1.70%
Defence Tax 10.50% 10.50%
Security Tax 8.00% 8.00%
War Tax 2.50% 2.50%
40.55% 39.7%

The tax incentives are worth, therefore, approximately 40% of the annual
profits of the projects for an unlimited number of years in the Free
Zones and for 5 years with possible extension for certain kinds of
industry for projects outside the Free Zones.

3 General Comment on these Incentives

a) In general we believe these reliefs from Eqyptian corporate
taxes to be a valuable incentive to foreign industriaists

to establish manufacturing enterprises in Egypt. We do,
however, have a number of serious reservations.

b) We noted various expressions of scepticism about their
value during our visit to Cairo in June 1975 and subsequently
in discussion with industrialists in Ireland. This scepticism
is engendered partly by a provision in Art. 16 of Law 43 of
1974 which says, (in regard to approved projects outside the
Free Zones)

“These exemptions" (tax exemptions) "shall remain
applicable only as long as the profits of the

projects are not, as a consequence, subject to taxation
in the investor's home country or in any other
country."

- G N2 SR AR R D D BN R R I AN N aaE AEEn e
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In regard to the tax reliefs both within and without the Free
Zone we would make the following points :

i) Throughout the world in general, profits earned on
foreign investments are not taxable in the home country
until they are remitted to the shareholders in their
home country in the form of dividends,

i1) Consequently the foreign investor regards his investment
in countries which give tax reliefs or exemptions for the
profits, as opportunities to retain the profits in the host
country and to use the funds thus available (and augmented
by the tax relief) for further investment either in the "host"
country (Egypt in this case) or in some other foreign
country. It is our experience that a large amount of the
profits earned by foreign investors in Ireland is retained
for further investment in the expansion of their manufacturing
activities in Ireland giving increased employment and other
benefits.

iii) Furthermore, dividends paid back to shareholders in the home
country do not necessarily become liable to taxes in the
home country. It is the general rule throughout the taxation
systems of the industrially developed countries of the world
that commercial and industrial profits are taxable in the
country in which the profits arise (Egypt in this case) and
not in the home country of the investor. Home country taxes
are applied only to dividends, paid back to the home country in
accordance with the Double Taxation Conventions negotiated bi-
laterally between the individual countries one with another,
Very many countries, particularly many OECD countries, are
prepared to negotiate conventions which provide for countries
giving tax incentives exemptions or "matching credits" in
respect of dividends remitted to the home country with the effect
that taxes are not paid either in the host country or the home

—
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country even in respect of dividends remitted. We intend
to send copies of the OECD Model Double Taxation
Convention, recommended for use in OECD countries, to the
Authority so that this matter may be explained to them in
greater detail.

It is clearly important that Egypt should negotiate, as
rapidly as possible, favourable Double Taxation Conventions
with the countries from which industrial or commercial invest-
ments are anticipated. It is possible that the USA and the
UK may not be prepared to negotiate the most favourable type
of convention described at (iii) above. However, the
reluctance of these two countries to negotiate conventions

of this type does not deter American or British foreign
investment and the important points described at (i) and (ii)
above would still apply.

The 1% Levy on Free Zone Imports/Exports is a cause of
serious concern.

"Projects shall be subject to an annual duty of one per cent
of the value of goods entering the free zone or leaving
therefrom ..." (Art. 46 Law No. 43 of 1974 (English translation))

Readers of the English translation of the law as quoted above

have reacted unfavourably, partly because they are confused as

to whether or not the levy would be imposed on both the import and
the export values but, more importantly, also because they

regard the levy as excessive, discriminatory and consequently
unfair,

With regard to the first of these points, it is our under-
standing that the proposed levy would be imposed as in the
following examples :
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Example (1) A Warehousing Project

Goods entering the Free Zone for such warehousing or
storage projects would be charged at 1% on the CIF value.
There would be no charge on the same goods leaving the
Free Zone.

Example (2) A Manufacturing Project

No charge on goods (or services) entering the Free Zone.
On exports :

a) to a foreign country
the goods would be charged at 1% on the FOB price.

b) to Egypt
the goods would be charged to 1% on the ex-factory
price and they would be also charged to customs duty
(1f any) on leaving the free zone, subject to
deduction from the factory price of the value of ahy
local materials (materials of Egyptian origin previously
brought into the free zone) included in the finished
product - for instance :

Ex-factory price of goods sold into Egypt - say £5,000

1% Levy

Plus Customs duty on £5,000

less value of local materials
content, say £1,500

£3,500

at, say, 20%

£50
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It is our understanding, therefore, that the 1% levy is in

no case chargeable twice. It is unfortunate however that
whereas the booklet "How to invest in Egypt", published by
the General Authority for Arab and Foreign Investment and
Free Zones, says the levy will be imposed on "the value of
exports or imports", the booklet "Principal points of the new
foreign investment law No. 43, 1974" also published by the
Authority says "In most cases the levy is limited to one per
cent of the value of exports and imports".

The basic complaint that the 17 levy is harsh and inequitable

is a much more serious matter. The industrialists whose .
views have been reported to us have pointed out that 17 on the
total value of sales can absorb a large percentage of the net
profits of an individual enterprise. For example, where net
profits expressed as a percentage of sales value are 5%, a

1% levy on sales will absorb 20 of the net profits; if net
profits are less than 5% on the sales the 17 levy represents

a greater diminution of net profits. Net profits are the
industrialists' raison d'etre. We consider that, based on our
experience, net profits of 54 on sales and even lower profits

are not uncommon in relation to certain kinds of industrial
products, notably those found in many consumer goods industries.
On the other hand, much larger profit rates, in relation to

sales value, are earned by some industries - notably the more
technological, capital intensive industries where high profits

on sales are made following the recovery of the high initial
research and development costs. For example, if net profits of
say, 15% on sales, are made in such cases the 1% levy would result
in a reduction of 6.67% in net profits as compared with 20%

or more in the case of highly competitive consumer goods industries.
It is also necessary to recognise at this point that a relatively
high rate of return on the sales value of the products is frequently
a feature of highly capital intensive industries. The basic
investment criterion for all industrialists is the return on
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capital employed whether the industry is labour intensive

or capital intensive. In both types of industry a

satisfactory return on capital investment can be made by '
efficient producers but it is clear that investment in

capital intensive industry will not be feasible where the

return on selling prices is low.

The contrasting financial effects of the 17 levy on different
types of industry demonstrate the inequitable nature of a

levy which is based upon sales value. It would be all the
more unfortunate if it were to discriminate against the more
competitive industries, frequently in the labour intensive
category, which would provide a large measure of the employment
so urgently required to improve the standard of living.

A further unfortunate feature which is inherent in a levy

which is related to annual sales turnover is that it would be
payable even where no profits were made. The initial years of
most new ventures are years in which losses are incurred or very
small profits made. In such cases the levy would simply add

to the losses and difficulties of these years.

In general, 1t is to be feared that the levy will not be viewed
by industrialists as a tax which is "only a small levy" as
described in the booklet "Principle points of the new foreign
investment law", but rather as a disincentive. We consider that,
particularly at this early stage in the Authority's efforts to
establish Egypt as an attractive location for investment in
manufacturing industry, the levy could well inhibit investment

in a substantial number of worthwhile industrial projects.
Accordingly, we consider that serious consideration should be
given to the views already expressed by some industrialists, and
that the proposed levy should be re-examined with a view to its
modification by amendment of the law. As a much less desirable
solution, it might be possible to secure an executive interpretation
of the Act which would give adequate assurances to desirable

potential investors against adverse consequences.
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Art. 46 of the law also refers to a 37 levy on added value.

Our understanding of this is that it refers not to manufacturing
projects but to service industry such as banks, professional
service offices, insurance companies and the like which would
set up business in the free zones. We recommend that the
concept of added value which will be used should be clearly
defined and explained. We consider that the expenses incurred
in operating such businesses should be recognised and that
"added value" should approximate closely to net profits.

The concept of total exclusion from Egyptian tax laws of
corporate profits of enterprises in the free zones is open to
question as to its appropriateness in the overall programme for
industrial development.

Reference has been made above to the urgent need to negotiate
suitable double taxation agreements with the countries from
which investment in Egypt is expected so that the value of the
tax holiday offered in the free zones may be fully realised.

It is considered that the form of the incentive envisaged in Law 43
(English translation) may well inhibit the negotiation of
favourable exemptions or matching credits in respect of such
countries taxes on dividends received by parent companies from
their subsidiary companies in the Egyptian free 20onmes. Failure
to negotiate such favourable double taxation conventions could
result, where dividends are paid to parent companies, in the

collection in the foreign country of taxes which would rightfully
belong to Egypt if Egypt had not provided a tax holiday, thus
reducing the full value of the tax incentives to the investor.
This is a stubject which may well require further elaboration, and
discussion with the Authority and possibly also with the Taxation
Department.
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We consider that the dangers referred to in the previous
paragraph could be avoided if there were a change in the
basic concept which would recognise that all businesses in
Egypt, including those in the free zones are subject to the
country's tax laws, but that a 1007 relief is provided for
approved projects in the free zones for a temporary period
of years (say 20 years) as an incentive to promote industrial
development.

While we consider that the business community in Egypt will
accept a temporary form of tax relief in the free zones even
for a fairly long period, ultimately they may well protest
that the relief discriminates against Eqyptian industrialists
and traders outside the zones.

We are stongly of the opinion that tax incentives are matters
which it is necessary to spell out in detail in tax

legislation rather than in enactments such as Law 43 of 1974.
Possibly, this need not require amendment of Law 43, if the short
announcement in Art. 46 is regarded as a statement of Govern-
ment intention which will be put into operation by much more
detailed statements in tax legislation or, perhaps, in

executive regulations.

We regard the period of five years relief from taxes for enter-
prises located outside the free zones as too short for the
purpose of providing an effective incentive. Even if the
period were extended to a maximum of eight years in certain cases
we consider that it would stiii be too snort, apart from

the considerable doubt which must be present in the mind of the
entrepreneur as to whether in his case it would in fact be
extended or not.

Possibly the short period was chosen by the legislators for the
reasons :
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a) that a longer period for approved new projects
might be open to the criticism, on the part of
existing enterprises, that the relief discriminated
unfairly against them, and

b) that to extend the relief to other than new approved
projects would cause a serious fall in the annual
tax revenue needed by the government.

Our experience is that the tax relief given in Ireland, which
is a relief restricted to profits from increased exports of
Irish manufactured goods, has been an effective, indeed a very
successful, incentive with the advantages that it has

a) stimulated a significant increase in production
for export markets by existing industry as well
as attracting very substantial foreign invest-
ment also to manufacture goods for foreign markets,
and

b) by the restriction of the relief to increased
exports it does not take away from the existing
level of tax revenue.

We would urge stongly that serious consideration should be given
to a restructuring of the tax incentive for projects outside

the free zones, placing a particular emphasis on relief for
profit on exports of Egyptian manufactured goods but perhaps
including also an incentive to production for import
substitution.

—
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Exchange Control

There is a rather restrictive syst=m of exchange control in Egypt,

where foreign currencies are in short supply. However no problems
should arise for manufacturing projects locating in the Free Zones.

The new Law 43 of 1974 permits the foreign investor to retain all
foreign currency brought in the Zone for investment needs (e.g. purchase
of machinery and equipment abroad) and all incoming currency from

export sales and services. In short, foreign currencies in the Free
Zones are not subject to control, i.e. they are not required to be
converted into Egyptian Pounds in the banking system.

This is an important concession and a valuable incentive to foreign
investors.

For approved projects outside the Free Zones, a commitment will be *
given by the Authority well in advance of the project's needs for

currency to import the capital requirements for the equipment, etc.

It is advisable that this commitment should be sought when the

application for approvaT of the project is submitted to the Authority.

Currency will also be made available for the later ongoing needs of

the project, special priorities being given for import of raw materials

and other current needs.

Availability of Finance for Projects

It is our experience that foreign investors usually seek information
regarding the availability of loan capital within the host country.

Projects setting up in the Free Zones will be required to bring in all
their investment requirements, including working capital, from abroad

in foreign currencies. They will not be able to raise funds in Egypt in
Egyptian currency. However, it is intended that a number of banks will
open within the Free Zones and these will be free to lend to projects

within the Zones.
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For projects setting up outside the Free Zones funds should be
available in Egyptian currency for local working capital needs
(e.g. wages - purchases of local raw materials). The local
commercial banks cannot normally give loans in foreign currency.
However, approval has already been given for the operation of some
Investment Banks which will engage in lending to industrial projects.
In addition provision is made for the establishment of Investment
Companies (outside the banking system) which also will assist the
financing of projects with loans in foreign currencies.
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Discussion Paper on Factory Rentals at the El Nasr City Free Zone, prepared for
the General Authority for Investment and Free Zones
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1. Under Article 77 of the Executive Regulations, responsibility for determining the
rent of free zone factory buildings rests with the Boord of Directors of the General
Authority .

2.  The fixing of factory rentals will be an important policy decision for the Board. In
mak ing its decision on the level of rents it will actually charge to investors, it will

have to take into account considerations such os :

(i) the level of rents charged for comparable factory space in competing
locations in other countries, and the relative significance of such rents

in investors' cost evaluations ;

(i) the desirability, and practicability, of using subsidised rentals os on

odditional incentive in favour of the Egyption free zones ; ond

(1) the importance attached by the Egyption authorities to rental income

as o source of revenue to the Egyption free zones.

3.  Whatever decision finally emerges, on essential ingredient in the decision-making
will be a realistic and ac:urate estimation of the economic rental of the factory space
in question.  The purpose of this paper is to suggest to the General Authority o
method of making such an estimation. This method of calculoting economic rentals
hos been used effectively at Shonnon since the commencement of the Shonnon free

zoNe.

4. The first step is 1o obtain from the Authority's technical experts the best estimate they
con make of the likely finol comstruction cost of each factory. This should include

s e SN S G G aa A & & G A & S & & A -

o suitable apportionment of the cost of general infrastructural works for the zone s o
whole (roads, woter ond sewoge services, electricity, etc), ond to it should also be
\ odded a suitable provision for the cost of land acquisition.
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The copital cost of the factory having been thus estimated, the next step is to

amortise this capital cost :
(1) over the anticipated |ife of the building, and

(if) at the current rate of interest applicable in Egypt (this should
certainly not be less than the rate of interest presently paid by
the Egyptian Government for borrawed capital).

The annual amortisation figure so obtained provides for the recovery, with interest,

of the capital cost of the factory over its anticipated life.

To this annual amortisation figure is added a provision for administration and over-
heads, calculated at 1% p.a. of the capital cost. The resulting sum is the annual
economic rental for the factory. It would be customary to express this rental in £E

per square metre of covered factory space.

It would be imperative to re-work this calculation annually in arder to take into
consideration any variatians in the costs of canstruction or changes in the rate of
interest. Revised rentals based upon this re-cal culation would apply to new lettings
ond to renewals of previous lettings. They would not, of course, apply to "sitting"

tenants, except in circumstances where the leases provided for periodic rent revision.

An example of the foregoing method of calculating economic rentals is now given

(the example is purely hypothetical) :-

Capital Cost :- £E
Superstructure (i.e. factory building) 80, 000
Infrastructure and Land Purchase 20,000
Total Capital Cost 100,000

Amortised over 50 years @ 12% of Copital Cost 12,041.67

1% provision for Administration and Overheads 1,000.00

Total Economic Rental per annum of Factory

(2,000 sq. metres) 13,041.67

Economic Rental per annum per sq. metre 6.52
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SUMMARY OF SPECIAL REPORT ON THE MOVEMENT

AND CONTROL OF GOODS

THE TASK was to examine the Exscutive Regulations made under

law 43 / 74 in relation to the movement and control of goods for free

zones located within the country (i.e. inland free zones).

LIAISON  between the Authority and Customs was not found to be

fully effective. It was recommended thot a special liaison section be
set up in each organization to deal with policy questions and with any
practical difficulties that might arise. Temporary instructions should be
issued immediately to Customs staff, to ensure uniformity in the inter-

pretation and enforcement of regulations.

PROCEDURES  for import and export of goods to and from free zones

appeared to involve duplication of work by the Authority and Customs.
The method of collection of the 1% levy was considered cumbersome. It
was recommended that procedures be simplified by (i) the relaxation of
certain import and export requirements and (i1) the collection of the 1%
levy on a monthly basis, and that free zone liaison officers be located ot

the major Ports and Airport to assist investors in relation to goods.

It wos felt that Customs should be encouraged to give certain guarantees
in relation to the time required to clear goods.

TIR CONVENTION  Due to the difficulties encountered in moving goods
through ports, it was urged that Egypt should consider joining the Customs

Convention on Containers (1972) and the Customs Convention on the
International Transport of Goods (TIR Carnet),, which provide a valuable

measure of facilitation in the movement of goods.
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PREFERENCE It wos felt that availability of preference for free

zone goods on entry to other countries could be o matter of considerable

importance to investors. Entitlement to preference should be established

without delay, and staff should be instructed and trained in the application '

of the rules of preference.

INFORMATION It was felt that investors should be well informed on

import / export procedures. A guide book for investors should be prepared
and issued by the Authority.

AUDIT/INSPECTION  staff should keep themselves well informed on
investors’ operations, and should odopt a flexible approach to control. It
was recommended that an instruction book be prepared ond issued to Audit/
inspection staff for their guidonce.

STAFFING it was recommended that some of the control staff required
by the Authority be recruited from Customs, and that all control staff be
given the benefit of attendance at regular training courses.

PRIVATE FREE Z ONES should be used as a means of facilitating investors,

pending the availability of public free zones. However, the operation of
private free zones should be carefully re-examined in the light of the anxlety
over them felt by Customs.

Flow charts relating to free zone imports/exports, and a brief for the
preparation of an investors’guide were included in the report.
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PROMOTION - AN OUTLINE PLAN

In 2.01 of the Contract Document, paragraph (b) refers to "Public Relations”

as follows:-

)] To design a public relations programme to be operated by the
General Authority to promote the above incentives (referred to
in paragraph (o) of the document) efficiently and economically.

(iv) To review the plans to open special promotions offices abroad
and assess their cost and structure.

(iii) To review the ancillary methods of promotion through Embassies,
Consultates and other Egyptian Offices overseas.

(iv) To design and draft a suitable publicity brochure high=lighting
the incentives.

(v) To design and draft a system of audio = visual and other aids to
inform potential investors of the Free Zone advantages on their
visits to Egypt.

The notes that follow touch on these matters as a preliminary to more

detailed treatment later and also in order to identify some steps which should

be taken immediately. The term "public relations" has been broadened to

"promotion" in the notes as this seems to be more in line with the Authority's

requirements.

From our discussions with the Authority, its plans for the opening of the first
factories at El Nasr City call for the mounting of a promotional programme
now. As it is desirable that the first factories are taken by successful
companies with every promise of establishing viable operations, the initial
promotion drive should preferably be geared to a target audience of selected
overseas firms. ldeally, an important element of this part of the programme
would be the preparation of detailed reports outlining information of specific
interest to each of the selected firms and tailor-made for their requirements.
These reports would have the names of the firm being visited by the Authority

personnel on the cover and be geared to the specific information requirements
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of the Company. However, allowing for the time involved in research, typing,

checking, correcting, etc. and recognising that individual reports will have o

large common content of literature and information, we recommend as immediate

steps: -

2.1, Preparation of a quality summary brochure for home and abroad -
headings as in Attachment 1.

2.2, Preparation of a quality coloured more detailed brochure for home
and abroad - headings as in Attachment 2,

2.3. Preparation of a layman's guide to tax incentives and legislation.

2.4, Preparation of coloured slide presentations for use at presentations

at home and abroad - headings to be outlined later.

2,5 Preparation of itinerary of visits by Authority's top personnel to
leading overseas firms with the purpose of making presentations to
their senior executives and inviting them to visit Egypt.

2.6. Presentations should also be made, os decided by the Authority's
chief promotions executive, to others in a position to influence
industrial investment, e.g. business journalists, international banks,
and tax advisers.

2.7. Planning of the follow-up arrangements to develop contacts with
interested parties established under 2.5 ond 2.6 above.

2.8. Arrange that the Head Office Staff responsible for receiving potential
investors will be suitably briefed on (i) the information which investors
are |likely to require and (ii) how to plan and conduct itineraries |likely
to impress on these investors, Egypt's goodwill and suitability as o
location for investment.

Items 2.1 to 2.3 above con be used on the presentations mentioned in 2.5 and 2.6,

and the visits proposed could be introduced by a well worded letter to the firms

concerned and preferably, at least in the initial stage, signed by a Minister. In

' determining the progromme of visits regard would be had to the export potential
of selected industries - see Attachment 3.
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In the meantime, immediate steps should be taken to lay the foundations for a

full scale promotions programme to meet the more medium term needs of the

Authority. Such a programme should include the following :-

3.1.

3.2,

3.3.

3.4.
3.5.
3.6‘

3.7.
3.8.

3.9.

Up-dating of quality coloured brochures referred to in 2.1 and 2.2
above on a regular bases for wide distribution at home and abroad.
Up-dating of slide presentations mentioned in 2.4 above on a regular
basis for use at home and abroad. At home the slide presentation
would be usefully shown to worthwhile visiting businessmen.

The preparation of a film on points of information of nterest to
businessmen. The points on updating and showing at home and abroad
referred to in 3.1 and 3.2 above would also apply to this item.
Advertising in leading business press and specialist journals.
Specially prepared and placed articles and press releases.

Publication of a regular newsletter containing items of interest to
businessmen and journalists.

Providing an efficient information service.

Receptions at home and abroad for selected businessmen, bankers,
journalists and professional people such as Accountants and Lawyers,
At these receptions guests could be shown the films and slide
presentations referred to above and given kits containing the brochures,
copies of selected advertisements, newsletters, etc.

Ongoing programmes of presentations to businessmen at their offices
at home and abroad. When available the tailor-made report referred
to in 2 above would be an important item for leaving with businessmen
at the end of the presentations. The end product of the presentations
would hopefully be a visit by the client to Egypt for a fact-finding
tour. While in Egypt the visitor should be accompanied and entertained
by informed personnel of the Authority.
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3.10.  Ongoing progrommes of invitetions to journaliss from the leading
world business press ond T.V. networks to visit Egypt as guests of the
Authority. While in Egypt they should be accompanied and entertained
by well informed and experienced P.R. perionnel. Their itineraries
should include visits to sites, factories and other places of interest.
The P.R. group should have a capability of dealing with English,
German and Japanese visitors in their own languages.

3.0, Inviting trode missions, Chambers of Commerce, etc., to Egypt s
guests of the Authority and on the same basis as 3. 10 above.

3.12, Opening of overseas offices under the direct control of the promoting
organisations - suggested locations will be made later after discussions
and consideration. These offices would provide iocal backup for the
work of the Authority and on the spot processing of leads, enquiries,
efc.

3.13. Devising and publishing in quality brochure form the standard
questionnaire to circulate to applicants.

3.4, Issuing of business cords to Authority's top personnel ,

We propose to defer for the present any detailed consideration of the role and

position of overseas promotion offices. We are aware that the offices in Washington

and New York are not long established, and we feel thot they must be allowed

a reasonable period of time in which to prove themselves. in due course, we

would 1ike an opportunity to assess the effectiveness, and the cost, of these

offices.

We feel we must, however, at this point make it cleor that, in general principle,

we favour the overseas offices being under the direct control of the promoting

outhority, rather than under the control of a Ministry, whether it be the Foreign

Ministry or one of the Economic Minisiries.

Pending the establishment of overseas offices in other countries, we recommend

that senior members of the Authority sheuld visit and make presentations to

selected leading international manufacturing firms as mentioned in poragraph 2.

in the meantime, we sholl give consideration to our recommendations on locations
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for overseas offices and the timing of thelr establishment. Our preliminary
thinking Is that other suitable locations for the initial offices could include
Chicago, London, Frankfurt or Cologne, Tekyo end Kuwait. However,

deeper investigation will be required before we are in a position to make
more definite recommendations.

The above bpfomoﬁon programme should be backed by an Authority which
projects a good image. This includes:-

4.1,

‘.2.

‘.3.

4.4.

‘.5.

4.‘.

4.7.

‘.a.

impressive, well kept, well run and well maintained head ond
overseas offices, with first closs facilities for meetings,
presentations, receptions, etc.

The name of the Authority should be clearly indicated on the
outside and reception areas of the head and overseas offices.
The receiption oreas should always be manned by a least one
Receptionist and she shouid be in a position to locate personnel
without delay or ascertain their whereabouts.

Quuality headed notepaper with a distinctive logo should be used
in all correspondence. A possibility for the Authority logo would
be the eagle from the Egyption Flag. _

A weli informed and promotionally minded staff ot oll levels.
This is of particular importance in the case of project evaluation
staff who come into contact with interested clients. Such
personnel should be trained not only in project evaluation

but in promoting projects to interested clients and guiding them

with their decisions. They should also be involved in presentations

and entertaining businessmen.

A follow-up system within the Promotions Division which would
keep in touch with interested worthwhile clients with o view to
encouroging their applications.

A service for maintaining contact with clients whose applications
have been approved, to help them with their setting up ond
testhing problems, including foctory design and comtruction.

An efficient telephone and telex service open 24 hours a day,
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oven i the tolephens has 1o be resivieted %o en “emswering” bmis
for part of the duy.

4.9, A loss unwieldy neme shevid be aistituted fer the present title of
the Autherity .

The implementation of a premetions pregramme aleng the linss of 3 ond 4 ebove
calls for @ dynamic, commercialiy-minded end exnperioneed promotions division
with an e xperienced teem cetering fer advertising, press relatioss, design,
exhibitions, fiims, brochures, promotions end internal cemmunicetions. We
propese elsewhere in this repert thet s an urgent interim mesture, o tep-level
promotions men be appointed or loaned to the Autherity to build up a prometions
Division. The men appointed shevid be fully supperted with all the resources
necessery to make a sweosss of this vitel funetien.

The existing project section appeers to be selely eveluation-oriented and the
porsonnel invelved do not ot present see thomuelves e having o promotion rele.
in discussion, these corsuited appoered te agree thet it weuld help corsiderably
if they were more involved in prometiensl werk including enterteining and
eccompening visiting businsssmen. Apert from helping businesmen with thelr
decision -meking, sch a pelicy weuld ensist prejeet eveluetion stelf gain
experionce of the industries with which they ere deeling.

An Outline Plen for premetiors, doveleped during the Irich teans visit to Egypt
in June, 1975, is in Attachment 4.

-w - s
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Contents

Summary Statements on :

.1,
3.3

3.3

2.4,

2.%.

Meaning of the "Open Door Policy''.

Government Guarantee to show sincerity of intentions.
Perhaps quote official documents.

Tax incentives in layman's language and transfer of capital
and profits.

Laboyr :

2.4.1, Increasing surplus of skilled, semi-skilled,
unskilled, engineers and business graduates,

2.4.2. Wages and salaries at competitive rates.

2.4.3. Low inflation rate and annual wage increase
(if confirmed).

2.4.4. Good industrial relations climate.

2.4.8. English speaking executives,

2.4.6. Good training facilities and plans to expand,

actor sites a ouges.

2.5.1, Provision of advance factories and low rental
and provision to purchase (if confirmed).

2.5.2. Wide selection of sites (if confirmed),

2.5.3. Help with own buildings (if confirmed).

2.5.4. Low cost apartments and plans for more.

2.5.8. Information on Free Zones.
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Irananart {acilities :

3.6.1. Cairo Airpot - number of connections and to
where - also number of airlines and names
serving,

2.8, 2, Suez Canal, Port Said and Alexandria plus plans,

2.6.3. Good internal road transport,

2.6, 4. Good internal rail transport,

Qther Services :
2.7. 1, Electricity, oil, gas, water, sewage, effluent.
2.7.2, Banking - international if possible.
2.7.8, Accountancy, legal, insurunce - international
if possible,
2.7. 4, Access to Arab Funds at prefereatial rates
(if confirmed),

2.17.8. Back-up services e. g. local engineering
component supply etc., (if available).

Strategic Location for Maricets :
2.8,1, Description of location - Asis, Africa, Europe,
2.8.2. Special agreements with Arab Countries ( if

confirmed).

Facilities :

2.9.1, Recreational - beaches, Alexandria, Nile, Casinos,
sports clubs.

2.9. 2. Universities and other higher educational facilities,
schools, etc.

2.9.3. Churches of all demoninations.

3.9. 4, Low cost housing (if confirmed) although executive
type scarce.

2.9.8. Hospital facilities.

32.9.86, Library facilities.

Demonstrated ability of Egyptians to build and run sophistic-
ated industries, e¢. g. petroleum oil, stesl and car assembly
and television.
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3.11, Climate,
2.12, Friendly and hard working people,.
Photographs.
The text will be illustrated by coloured photographs showing :-
3.1. Examples of local petroleum, steel and television industry.
3.2, Examples of local textile and fashion industry.
3.3. Scenes from Cairo and Alexandria Cities.
3.4, Scenes from classrooms in University and Schools - showing
students at work.
3.8. Scene of hospital interior with patients.
3.68. Scene of inside of library with borrowers and browsers.
3.7. Free Zone sites - El Nasr city from Research Centres to
first bays ( if available - promised ).
3.8. Scene showing international Hotel, e.g. Hilton, Sheraton
or Meridien (if available).
3.9. Historical scene, e. g. Pyramids,
3.10. Scene showing sailing on Nile and/or Alexandria beaches.
3.11. Scene showing power lines from Oswan Dam,
3.13. Scene from Suez Canal area, illustrates facilities.
3,.13. Small map showing Nile Delta area, roads, etc.

The brochure #ill contain a cross reference to the more detailed

brochure, -

The brochure will finish with an invitation to contact the Authority
in Cairo, or its offices in Washington or New York, for further
details and application form,




ANMIX H

Same as for summary brochure, but in mere detail, particularly
for such items as labour availability, wages and ealary rates :
annual increases in wage and salary retes : examples of apartment
rental, factory rental and housing costs : examples of electricity,
oil, gas and water rates : income and Company tax rates with
examples (all sbove where available) ; details of variations in
climate.

3.1. Distances from Cairo to other leading centres.

3.2, Flying time.

3.3. Details of existing industries (if available).

3.4, Details of hotels, clubs and other faeilities.

3. 5. Information on the economy,

3.6. Information on the political strueture,

3.7. Map of Egypt in relation to other countries in Africa, Asia
and Europe.

3.8. Details of exports.

3.9. Details of Free Zone factories - specifications, service etc.
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Ehotographs-

Photographs will be as in the summary broohure but in addition :

4.1. Examples of craft industries ¢. g. giase, erystal, ceramies,
plastics.

4.2. View of television station, ¢

4.3. View of Mosques, ¢.g. Mohamed All,

4.4. Photo of symphony orchestra.

4.5, Additional historical.

4.6. Research facilities.

4.7. Housing.

Suggested (possible) items - List of industries of particular interest
to Egypt. -

The brochure will conclude with an invitation to contact the Authority

in Cairo, Washington or New York for further information and an
application form,
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IDENTIFICATION OF INDUSTRIES

in the Report to the United Nations Indusirial Develepment Organiation (UNIDO)
on the Establishment of Free Trade Zones in the Areb Republic of Egypt by D.J.
MacNeill and M, Ledwidge the following industries are |isted e being indusivies
with export potential:

Leather Goods
Automobile Components and Acocssseries
Cosmetics ond Toiletries
Pharmaceuticols
Jowellery

Mechonical Handl ing
Food and Beverage
Furniture

Metal Goods

Office machinery
Medical engineering
Leisure Goods

Domestic Applionces
Comstruction Equipment
Machine Tools

Electrical Machinery
Plostic Goods

Hydroulics

Process Plont

Pumps and Volves
instruments

Electrical Components
Electronic Capitel Goods
Mechanical Engineering

On the occasion of the first visit of the Irish team to Egypt (June, 1973) coples of
approved lishs of induiries were made availeble by the Genercl Authority. We hove
since requested the Authority to let us have clasified stetistics of imports into Egypt
ond other Arcb countries. All of this materiol will be wed for our identification of
the most sultable indusiries.

in the meontime, and pending submission of our further report, the above list b
to be regarded as having provisional stohus only.
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Arswer to questionnaire - being prepared by
Messrs Kader and Hanafi & Stats

Photographs of El Nasr site = promised by Dr.
Adley Hasmoad, Under Secretary, Ministry
of Culture and Information

Photographs of Suez Facilities ~ promised by
Mr Mohamed Ezzat Adel Director and chief

OUTLINE ACTION PLAN : PROMOTIONS

FIRST PHASE

engineer Canal Free Zone

Details of Factories, services etc., = promised

by Mr Fouad

Information on applications opproved by Investment
section (non free zone) - promised by Mr Kadar  Mr. El Sohn

Budget approval for leaflet, brochure, slide
presentations ond "Laymans guide to Law 43"

Commissioning of mockups for leaflets and

brochure, somple slide presentation and draft
"Loymorh guide to Law 43"

Preparation of outline promotions training

progromme

Mockups, samples and slides for opproval of

Authority

Appointment of promotions manager, and
formation of promotions office

Briefing ond discumions on promotions
progromme and orgonising of promotions

office

ANNEX H
Attachment 4
TIME
BY WHOM COMPLETION
. July 1975
M. El Sahn July 1975
M, El Sohn July 1975
Me, El Sahn July 1973
Mr. El Sohn July 1975
July 1975
M. El Sehn August 1975
Avgust/
W. Brosnon Seplember
1975
W. Brosnon Avguet 1975
W. Brosnan October 1975

Authority, Ministry
of Tourism, Arab
International Bonk

W. Brosnon, Promotiors

Manager & other
interested porties

October 1978

October 1975
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FIRST PHASE

Iriefing on organising of presentetions te
selected overseas clients (including
preparation of feasibility studies)

Final opproval of leaflet, brochure, slide
presentation ond "Laymant Guide to Lew 43"

Printing of publications and reproduction of
slide presentation

Comsult with promotions manager on timing
of promotions programme

Consult with promotions manager on staff
training requirements

ANNEX H
Anechment 4
foge 2
TIME FOR
Y WHOM COMPLETION
W. Brosnen, '
Promotions Maneger October 197§
Prometions Officer October 1973
November/
W. brosnan December
1975
November/
W. bresnen December
1975
November/
W. Brenen December
1975
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PROPOSALS FOR AN INTERIM PROMOTIONAL MOGRAMME

While emphasising again that the recommendations for an on-going promotienel
programme which we made in our Report No. 1 are as valid os when we mede
them nearly two years ago, we would again refer to the interim programme which
was also suggested in Report No. 1. We urgently recommend that such an

interim programme be put in operation without further delay.

This would entail the distribution through EgyptianE..camies in Washington,
London, Bonn, Poris, Tokyo and the existing New York promotions office, of
the coloured brochure publicising the opportunities offered to indusirialists under
Llaw 43 of 1974, to leading companies in the industrial sectors recommended by
vs. |In a covering letter from the Ambassador concerned, or from the directer
in the case of the New York office, interested industrialists would be invited te

apply for the more detailed booklet "EGYPT AN INVESTMENT OPPORTUNITY™ .

As o follow up, interested industrialists would be invited to a function held
locally in which the Minister for Economy and Economic Co-Operation ond senier
officials of the Authority would make a presentation on the investment appertunities
in Egypt and hold a question and answer session. For this purpose o draft leter
from the Minister for Economy & Economic Co-operation to the Deputy Prime
Minister for Foreign Affairs, a draft letter from each Ambassodor and director of
the New York office to selected industrialists and o draft letter from Shonnon

Development to the Egyptian Embassies and New York office have been given to
the Authority.

For the sccess of this exercise it would, of course, be impertant to enwre thet
the firms approached are not on the Arab boycott list. For this purpess o list of
leading firms in the countries suggested above has been given to the Autherity,
from which can be prepared a list of suitcble firms,

it will also be necessary for the success of this opproach that o lialsen offieer
with sufficient knowledge and authority to help serious investers to establish thele
business be assigned to such projects until they are functional.

A it



Furthermere, os it now sseme unilholy that B Newr City will be availeble for
occupation for some time, other witble sites, which esvid then be designeted
o private free zones, dhevid be identified. Pull infarmation on ovoilable
sites shovid be given 1o interesied firms du. .Ag the presentation wegested ;
onamples of the information required have been given to the Authority.

Also, o1 part of the pressnietion, en investment mede!l comparing the benefits
of esublishing in Egypt & compared with other lesstiens sheuld be included.
Enamples of swch models have been given to the Autherity.

In view of the importance of this interim eppreach it is felt that ome elaboretion
should be given of the thinking behind it. The mest immediate requirement is
tome hord evidence thet werthwhile foreign lnvesment con be attracted to establish
weoenful indusirial projech for enpert end/er impert nbetitution. Mublic free
zones offer the most attrective incentives to investers. The nen-availability of these
zones up 10 the present has inhibited indwerial premetion. This difficuity could,
however, be countered, ot least tempararily, by enpleiting the privete free zone
concept. This con be done ¥ the Deard of the Autherity is prepared to offer
private free zone stots ond benefin - equivelent te these ebieinsble In o public
fres 20ne - for the Nil peried of en epereting licenes,e.9. 25 yeers, to eny
worthwhile enport<based foreign project. The power 1o do this resides in erticle
30 of Law 43 of 1974 end thet power confers @ veluable messure of flexibility
which should now be enpleited.

initial action thould be coneentrated en ettvasting & fow preminent foreign companies.
Thees potential investers sheuid be offered, in edéition to privatn free zene status,
the maximum feciliation. When agresment to establith weh a project hes been
reached the invester theuid be given peciel Wwesment to ensure quick ond smooth
ostablishment end, hones, the velusble publisity which weuld Mow therefrom. For
onample, a lisison oificer theuld be appeinted fer the initiel phate of eech of theee
projech. The officer weuld faciiitete e invester in oll preliminery establishment
fermelitios, (sdvice on lagel, plenning, fereign enchange, public health, labout
relations, ote., matiens) end on stelf reervitment end Weining end the provision of
serviees, such as, water, oleaivigity, gm, tolaphonss, tolen, weste dispesel, pesel,
banking and ineurence. (n odditien, this oficer weuld heve reqemibility for emuring
that customs requirements end procedures would be undersiosd end opereted in o ouble-
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fres monner and thet delays or other difficuities in the reseipt and dispeich
of geods would be eveided or deslt with premptly. The efficer weuld werk
in concert with customs end 10 help to ellay the fears of the custers autherities

as regards danger of revenve lowes erising from the eperation of private free
z0nes.

Apert from the direct benefit of ettrecting worthwhile firms to Egypt, the
experience gained by the liaiten eificers weuld be perticularly useful to the
public free zones, when establithed, and thew officers weuld enist in the raining
of newly recruited staff for the public free zones.

Consideration should also be given te using private free zones to fester joint venivre
projech. Here, alse, Flexibility (within the provisions of Law 43 of 1974) sheuld
be the keynote. A scheme of pensible aptions should be develeped and presented to
e prospective investor as @ precticnl prepesition. Typicelly, sweh a scheme would
onvisage :

(o) A project predueing gosds for enpert and for the heme market ;
) Pareign ond Egyptien ownership of the preject - with the fereign owner
helding o majerity (conirolling) shareholding ;

(€)  The prapertien of the annuel preduction which sould be seid on the heme
market (faking one yoar with enother) should not exceed the propertion of
the Egyption sharsholding to the total share capitel ;

@ The Egyptien shareholding could be subscribed in Egyption eurrency, in cadh
or otharwise then in cath, suoh es land or buildings ;

) Prefins erising from enpert sales weuld be grented the seme tax exemption
sonconions as free 30ne prejects (Chapter 4 of Law 43 of 1974) end prefits
arising from snles to the home market weuld be grented the same tex enemption
eonconions as for approved internel invesiment projects (Chapter | of Law 43
of 1974),

)
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Iimplementation action for the obove would include the following :

(@)

(®)

(e)

()

(o)

"

(0)

An initial, high level, highly gesred prometional effort os discussed in
the above parogrophs.

The identification of locations, sites and any existing vaecont or under-
vtilised foctories which can be offered to new projects which wouid

have private free zone stoius ; and the preparation of an information

sheet for each location/factory giving all relevent focilities and indicating

the indusiry or industiries for which the location/factory would be particularly
witable.

The preparation of simple investment comparisons showing the benefits to be
cbioined in Egypt os compared with on olternative location.

The identification of indusivies in which joint venture projects would be
acceptable and would have scope for successful development.

A listing of existing Egyption indusivial enterprises which may be considered
sitsble for participetion in joint venture projects end the giving of o mandate
to selected enterprises from the list to sesk foreign partners within the terms of
a fremework approved by the Generel Autherity.

The drofting, in broad terms, of the conditions applying and the benefits attached
to joint venture projects which would have private free zone siatus.

The development of data fur investors on 1he available skilled manpower for
different sectors and types of indusiries, end on the tralning facilities ond
resources available 1o remedy skill deficiencles.

It would also be o considerable help if the promotionel visits suggested above were run

in eonjunction with an advertising campelign in the couniries concerned. Examples of
sch advertisements have been shown te the Autherity.

—
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ANNEX J

MODUCTION OF AN AUDIO-VISUAL PRESENTATION

The moin elements involved in the preduction of en audio-visval pressntetion
ore

1)) The script ;

(i) The script-reader ;

(i) Musicol score and other sound effects ;
(iv) Colour ronsparencies ;

(v) The equipment.

It is sirongly recommended, however, the! the client arganisation (i.e.

the arganisation commissioning the presentation) should abioin the services

of on experienced person to produce the entire pressntetion and fo co-ordinote
the different elements listed chove. This person shevid, ideolly, come from
the television or film indusiries, end should be given o clear brief os 1o the
objective of the presentation, the eudience fo be aimed et, ond the resnin
which the client organisotion hepes to achieve frem the pressntation.

He will take responsibility for commissioning end assembling the vorious elements,
os follows :-

(1)  Seript:

A good soript is the first basic requirement for @ sucosssiu! presentotion.
The client organisotion should list the esentiel points which it wishes to
gt ocross in the preseniation. Thess shevld then be converted into o

"solling" commentary by o prefemsionsl writer, or other person skilled in
this work .

(1)  Seript-resder :

The "producer” will veuelly be in o pesitien to ebiein the services of o good
script-reader, probobly an acler or news-reader from TV or radie. A voice
appropriate to the presentation should be selected. If required, the

]
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(iv)

v

(vi)
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presentation con be produced in different longuages, but exireme
care would need 1o be exercised 1o ensure that no errors of ranslotion
or other defects were allowed 1o oppeor .

Musical score/sound effechs :

Again the "producer” will be in o position to select o witeble
musical score. Recording studies normally have banks of music
available or will provide o special score, on payment of o fee.
Any required sound effects should be recorded for use in the pressniation,

Colour tronsparencies :

Good quality colour transparencies (35 mm) are the second basic
requirement for o successful presentation. They should be taken by

o professional photographer who should be instructed (ond authorised,
if necessary) to toke photographs of all the items referred to in the
script.  The number of photographs token should be sufficient to
encble o selection of about 160 slides o be made for the presentotion.

Ja—

Production :

Good production is the third basic requirement for o succenful preseniation.
1t will be the responsibility of the "producer” to ensure effective “pulsing”
of the slides, 1.e. in putting the presentotion together he will decide the
sequence and the pace of the slides, and their inter-oction with the
commentary ond the score. This is o job which requires skill ond experience,
ond unless it is properly carried out the preseniation will suffer considerebly.
The "producer” should also arrange for the preparation of titles, and for

ony other visols (0.g. statistics, graphs , text, etc., ) which he might
decide to use.

Lielson
The client argonisotion should mainiain close liison with the “producer®,

to provide him with any additionol guidance or odvice he might need for the
production of the presentation.




4. A regards equipment, any tried ond tesied system for audio-visval

presoniations con be used. In generol, however, the equipment selected
shovid be (i) simple 1o operate, so tha! @ non-technical peron would .
have no difficulty in showing the presentation, and (i1) eosily roneportable
from one location 1o another. When not in use it should be stored carefully
in o secure ploce, ond care should olso be exercisad in the nomination of
persons authorised 10 ue It.
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INDUSTRIES SUITABLE FOR EL NASR FREE ZONE

Electronic Products,

Components,

Spare Parts,

Wool, Cotton and Rayon fabrics,
Hondcraft Products,

Semi Conductors,

Laboratory Ware,

Sclentific Measuring Instruments,
Process Equipment,

Printing and Publishing,

Knitted Jersey fabrics,

S$pinning worsted yarn and dyeing,
Accessory equipment for oil well drilling rigs,
Medical and Biological instruments,
Special cutting tools,

Printing equipment and accessories,

Pharmaceutical and chemical compounding ond packaging,

industrial tools,

Rodic and radio equipment,
Transistors,

Television sets,

Bearings,

Optical instruments,

Microscopic instruments,

Computer parts and related equipment,
Hydroulic and pneumatic equipment,
Comeras,

Binoculars,

Photographic equipment,

Shoes,

Alrcraft Instiuments,

Controls for Heating, Airconditioning and Refrigerating.

Ay -
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SUPPLEMENTARY LIST OF INDUSTRIAL PRODUCTS WHICH
TAKES ACCOUNT IN_PARTICULAR OF DEMAND IN THE
ARAD MIDDLE EAST.

Food Procemsing,

Fuminwe ond Firtings,

Paper Products and Nrinting Materiel,

Chemicol Producns,

Rubber ond Plastic Produchs,

Tromeport Equipment and Parts,

building Materiols,

Howsshold Equipment,

Products for the Expansion of Infrastruchure,
Produchs for the Improvement of the Soclol Fromewark
wch s those relating to Schools, Hompitels, Clinics,
Ploygrounds, Youth Movement ond MHeolth Centres .
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ANNEX L

MANAGEMENT DEVELOPMENT AND TRAINING FOR THE
STAFF OF THE GENERAL AUTHORITY

Before analysing the training needs of the General Authority's stoff,

it is necessary to know, in detail the aims and objectives of the

General Authority, its organisation structure and the duties and
responsibilities assigned to the posts in the structure. It is alio

necessary to identify the knowledge, skills and attitudes needed to
enable those occupying the posts to discharge these duties and
responsibilities. It is then a matter of ascertaining the actual knowledge,
kills and attitudes of staff and identifying any gap that may exist
between them and those needed to carry out the various jobs. The

gop, in effect, represents the training needs and determines the scope
ond content of the comprehensive staff development and training
progromme that should be introduced. It will be noted that there is

a direct relationship between the development and training programme
ond the policies ond practices governing stoff recruitment and promotion.

On the basis of general organisational experience, however, it con

be stated that there are certain basic constituents of any comprehensive
orgonisational training programme. Thess should be considered ond,
olmost certainly, provided for in the progromme to be developed for the
soff of the General Authority. They would include :

1)) Induction fraining for new entrants

(1) Supervisory development

(i)  Moanogement development

(iv)  Monagement techniques - applicotion and appreciation

(v) Specialist techniques
(vi)  Personal skills

Information has been oblained on the aims and objectives of the Generel
Authority, although the priorities in relation to certain objectives require
some clarification. Information has also been obtained obout the existing
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ond proposed organisation siruchure of the General Authority; the
allocation of functions between the various divisions ond units of
the orgonisation; ond the anignment of duties to siaff ot the middie
ond senior levels. It is known that the Deputy Chairmon and
General Manager (Free Zones) and perhaps one or two other senior
members of the staff ore very, or relatively, close to retirement,
The filling of the resuitant vaconcies may offect the present work
ollocations but should not significantly alter the generol pattern of
training needs, except perhops for o few individuols.

One factor, which would significontly affect training needs in the
short term, is the decision to set up o project team to complete the
planning for and 10 set up the first Free Zone ot El Naw City.

It is very desirable to make provision for specific troining for the
members of the teom. Such training would include project planning
ond project manogement, team building and - at least for some -
network anclysis ond critical path method.

I» would, whatever changes in organiation may enwe, be very desirable
%o provide an appropriote Woining experience for the present Division
Heaod and Section Heads of the Free Zone Division to facilitate the
development of o management feam concept cnd approach.  This

might toke the form of o Workshop related to project plonning ond
enecution.

So far as the comprehensive generol progromme of iroining is concerned
it is very desiroble that appropriate 1off of he Generol Authority be
involved in its development. There is provisien in the Organisetionel
Sirveture of the Finonce ond Adminisvation Department of the Generel
Authority for a Personnel Unit in which it is undersiood thet o Troining
Officer Is envisaged. Ministerial Decree 108 of Moy 1974 requires thet
in sach governmentol depariment or authority or company there shovid be
o unit for aining, stoffed with personnel with University quelificetions
who have themesives undergone o wpecial course of raining. It wee
intended thot the Decree should be implemented within three or four months.
For volid reasons, |t was not possible to implement the Decres in the

Come - Ay~
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General Authority before now. It is clear, however, that there
is a desire to do 30 03 300n as possible.

We ore agreed with the Deputy of the Generel Director for Financiol
and Administration Affairs that it is essential o recrvit o witable

person for appointment as Training Manager for the General Authority.
The person oppointed would be assigned 1o wark under the Deputy of

the General Director ond - af leas? in the eorly stoges - directly to

him. He would be responsible, with the advisory anistonce of our
Training Expert, for the initiol determination of stoff training needs;

for the development of o comprehemsive Waining progromme for Generol
Authority personnel; for the inroduction of wilable individual waining
records; for the stoffing and conduct of aining courses and for arranging,
where necessary, for sitable outside organisations fo orgonise or
contribute 1o training courses. He would olso be resporsible for ensuring
on oppropriate and effective respones o requests for investors locating

in the Free Zones for witable waining focilities for thele labour force.
He would need to receive ipecial wolning in Waining techniques ond
methodology - probobly cbroad - ond 1o become familiar with waining
resources, orgonisotions, etc., both within the Arab Republic of Egypt
ond elsewhere which might be helpful in meeting the waining needs of
the sioff of the General Autharity and of the lebour force.

The person selected for this post should, in owr view, be selecied o @
rewlt of 0 competition advertised both within end outside the General
Authority. It is imperative, beceuse of the importonce of the pos for the
develapment of any effective training function, thet o person of high
celibre be secured to fill it. MHe shovid be given as senior o grode os
ponible within the existing siructhure, (Grade 3 or 4). This s importon
both 10 emure thet he will have the maximum direct occon to ond
influence with Senior Menagement inside the Generel Authority,

public bodies and institvies in the Arcb Republic of Egypt and the
menagements of firms loceting in the Free Zones, ond to eneure thet he

wiil have the necenary very high degree of competence in this secialised
field.
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We suggested that o droft position description ond droft mon : '
specificotion be prepored for the Training Manager post in

conmwliation and agreement with the Generol Authority. We

have wbmitted such drafts for consideration. The main specification

would provide o basis for the advertisement ond o profile with

which condidates for the post covld be compared.

We have also wggested that the applicants might be short-listed

If they ore numerous ond thot the application forms might be
furnished 10 us for observatioms. We have offered 1o arronge thot

our Training Expert would act os on independent osessor or

adviter with the General Authority's represenitative or representotives
in the finol sioge of the selection process which it is hoped could be
held sarly in October, 1975. If this were done, owr Training Expert
could then spend some time with the new appointes and the heod of
the Finonce ond Adminisivation Depariment in helping the new mon
%o drow up o work progromme ond fo determine pricrities. Depending
on the quolifications ond experience of the person appointed, it
might be very desirable that he should attend o special waining course
or courses abroad within é monthe from the dote of his appoiniment.

We 100 the selection and appointment of the Training Manager os o
high priority need. We would be reluciont to go ahead in the fleld
of waining, without him. [t is imporiont thot he should be involved
from the cuhet, ond be seen 1o be involved. It is importont, fo0,
the! os much as possible of the waining needed should be provided by
existing oining organisations within the Arcb Republic of Egypt.

So for as the sioff of the Generol Autherity are concerned we are
oware that o number of bodies may be in o position 1o help, including,



for example, the Nationel institute of Menagement Development
ond the Arab Research and Adminisiration Centre (ARAC).

We would, of course, be willing to supplement, or suggest
witble orgonisations which could supplement, the coniributions
of Egyption waining orgonisations.

12. ¥ the development of the Free Zones is fo go chead os envisaged,
we believe it to be imperotive that the Training Manager should
be in post well before the end of 1975. When this is done, we
would be able to proceed with his help in meeting the remainder
of our terms of reference in relation to waining for the Generel
Authority ond the labour force.
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EL NAR CITY PREE ZONE
SUMMARY OF RESULTS OF COST/ BENEFIT STUDY

This study attempts to quantify the costs and benefits ikely to arise frem
the El Nowr free zone project on the basis of certein rensonable anumptions.

The study Is not, however, a complete project evaluation. |t is assumed
that the menogement organisation, marketing effert, finance and generel
onvironment within the country ere witable for the develiopment of o free
zone.

The methodology used in the shudy follows closely on thet set out in the
"Guidelines for project evaluation” published by UNIDO in 1972,

The preject is evaluated in terms of the overell sconomic consumption benefine
acorving to Egypt, expremed in US dollars converted to Egyption pounds

ot the rate of 40 PT per doliar. in celeulating the economic benefits ond

ooshs @il ltems except foreign exchange and unemployed end underemployed
lebour are measured at the market price. The shadow price of foreign enchenge
is 70% above the official rete ond the shadow price of unskilied labour is 30%
of the market rate. The sociel rete of disssunt is 10%. Al finenciol celevietions
in the study are in constant 1977 priees.

The principal quentifiable benefit of the El New sene is the net enpert earmings,
oxsluding profits. Thess expert sarnings are squivalent te the sxpenditures in
Ggypt of 2ene firme on goods, servicss and lebeur. Anether pouible benefit Is
the net inflow of foreign capital inte Egypt. Non-quentifichie benefits inslude

improvement in skills, new technolegy, imprevement in international eding
services, demonsivation effect, etc.
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The main cost items are the dovelapmant eaet of the aene, the epereting
oot of the aene avtherity, insluding premetien end meintonanee, end

ho qporating cests of fiems within the sone. |t ls cssumed that there s
no significant indirest capitel enpenditure smscioted with the sene end
a9 serievs nen-messureble cesls.

n erder to eomplete the calevietions en costs end bonefine it is nossemry
o muhe @ wide rengs of sssumptions en cests and sviput. The twe ment
clﬂdmnhnmdﬂh"nmzuw
preduetion and thet enpenditure by sene flrme in ligypt will be 30% of
Pon snperts.

On the basls of thew end other ssumptions, the sene weuid need %o
produes 3080w of grem enperts in the peried 1977-190¢ fer the projest

o thow ¢ pasitive net benafit for the Bgyption cconamy. The prejest b
not vaduly samitive 1o @ change in the shadew price of fereign enchange.
i the dhadow price of fereign enchangs redueed to 30% cbove the officlel
1000 gron experts fram the aene in the peried 1o 19808 wevid need ‘e encesd
9,000m. for the preject to thow @ not bonefit te the Egyptien cesnemy.
Substantiol expert carnings in the early yeurs of the prejest wevid help te
redves the bresk-even peint. :

¥ the M ares of the sene were lemsed by 1904 to gosd quelity menviesturing
industries the sens eutherity wevid be in @ pesitien te repay, with inerest,
ol the finance nosstsary fo eomirvet and apsrate the aene by the early 1990,
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ANNEX N,

Draft

Decree of the President of the A:ab Republic of Eqvpt
Bill to amgnd several provisions of *he Law concerning A;!h and

Fopeign Capjtal investment and Free Zornes enacted by Law No. 43
' of 197,

The President uf the Repubiic,
Having reviewed the constituticn, and

Law No. 14 of 1939 levying a4 7. “n Fevenue from Moveable
Capital Assets, Industrial and Comreic1ai Profits and Employ-
rent Farnings, and

Law No. 142 of 1944, levying i‘eath Duties on Estates, and

Law Nb. 99 of 1949 levying & fencrai Income Tax, and

Law No. 244 of 1951 establishina dtamp Duty, and

Law No, 159 of 1952 on Inherita:.~ce Tax, and

Law No. 26 of 1954 on severu] krovisions relating to

8ha: eholding Companies, Joint Stock Companies and Companies with

Limited Liability, and

Law No, 113 ot 1958 concerning «mpioyment Joint Stock Companies
and puklic sector companies, and

The Labor T.aw enacted by Law No. 9: of 1959, and

Law No. 113 of 1961, limiting the vemuneration of ch;irnnn

and muombers of boards of directors or scconded members to »

maiitum of LESO000, and

Law No. 137 of 1961 relating 1o + Ve formation of boards of

direcrors of Joint Stock Companies. una
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Law Be. 13 of 196) forbidding the owmership of agricultursl
ond dosert land to nen-Bgyptisns, end |

Lev ¥o. 66 of 1963 enacting the Lew on Custems, and
Ot 197
Lev No. 43 concornang the Investment of Arsh and Foreign

Capital and Prec Zonces, and
- Law Bo. 06 of 1974, sscording certain tax ecemptions to
Boyptian projects estadlished within the develepment plan, and
Lav Ne. 01 of 1976 requlating the ewmership of buildings
and vacant lends by non-Sgyptisns, and
Lov Bo. 97 of 1976 equlating transestions in foreign
onshenge .

A

With the approval of the Courcil of Ministers, and

The opinion termulated by the Council of State,
Mereby decrees:

The follewing 5:1) ‘shell be snimritsed o tha Pecple’s
Asoembly
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ARTICLE ONK;:
Lew No. 4) of 1974 concerning the investment of Arsd and Foreign '

Punds and the Pree Zones shall be retitled: Law No. 43 of 1974

concerning Investment and the Free Zones.

Article 3 of the Docree of the President of the Arab Republic of
Egypt enacting the said Lawv No. 43 of 1974 shsll be replsced by the
following:

"Ths Ministex of the Economy and Economic Cooperation ahall )
dssue, upon recommendation of the Board of Directors of the
General Authority fo:r Investment and the Free Zones, the

executive regulations implementing this Law."

ARTICLE THO:

Provisions of Articles 6, 11 peragraph 2, 12 paregrephs
2 ond ), Articles 14, 16, 17, 18, 21, 22, 25, 27, 36 parsgraph 1,
Article )7 parasgraph 1, Article 46, 'M'nclc 37 peragraph 1, are

repesled and substituted by the following provisions:

Azsicle €i

Projecta in the Arad Republic of Egypt approved under the
provisions of this Law irrsspective of the nationalty or
domicile of their ownera, shall enjoy the Quarantees and

privileges set forth in this Law.

This provision shall also apply , :n accordance with the

requlations and procedures set forth in this lLaw, to projects
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established entirely with Ejyptian capital and owned by Egyptian

nationals,

Articly 11, pa:igreph 3

Projects shall lbe exempted from Lhe Prcvisions ot Law No. 11)
Of 1958, and A.ti: .5 21 and 114 of Lhe Lakor lLaw enected by
Law No. 91 of 19%9, Etpicyees ant wenters c¢f Boards of Directozs
Of projactis shiail aiss e exempted r.om the provisiocns of Law No. 11)
Of 196, limiting the remut.eretion cf the ctiziiman and members of
Boerds of Directors ur seconded mesbers to a maxinus of LBS000

(per annum).

Aeticle Mg, parogpeph 2:

These projccts shall also be exenpied from the provisions
of Article 2, paragraph ‘1) and Articles 11, 15 peragreph (1),
Article 21 patagraphs (1) wnd (4), Articlc 24 paragraph (2),
Articice 28, 29, 10, 31, 33 and 23 (bis), Article 41 peragroph
(4) and Astirle €4 paragraph. (1) of lLew Nu. 2¢ of 1984 referred
to above. Bhases, incluaing founders' shares may be transferred
within the firs: two vears of the preject only with the approvel
Of the Doard cf Diioctors of the Authority. Threse companies shall
8180 e exenpied iron the vicvisiuns of Law No. 137 of 1961

concerning the formaticn of Poerds of Directors of Jeint Stock

Companies.

Paipgyeph !y

The provisicas or Law >, 81 ot 1976 regularing the owners-

shap of Luildings and vazart lands Ly non-Egyptisns and Lew
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No. 15 of 196) forbidding the ownership of sgricultural snd
desert lands by non-Bgyptisns shall not apply to land and other
resi property representing an integral part of the capital |

assets of projects approved by the Authar ity.

Axticle 14:

By way of exception from the provisions of Law Mo. 97
of 1976 regulating transactions in foreign exchange, projects
shall have the right to maintain » foreign exchange account of
accounts with banks registered at the Central Bank of Egypt ia
the Arsb Republic of Bgypt. On the credit aide of such account
or accounte shall be entered the balance of the capitsl paid
in foreign currencies, loena and any other funde of the project
80 long as they shall be in free currencies, funds purchased
by the project from local banks at the highest rate prevailing
and declared for free foreigm currency by the competent officisl
authoritiee, the proceeds of the visible and invieible expocte
of the enterprise and the proceedd ' of sales to the local
narket in foreign currency. The project shall have the right,
without special permit or authorisation, to utilize the seid
sccount in transferring the smounts suthorised under the
provisions of this Law for peymenta of commpdities and invest-
ment goods necesssry for the operation of the project, for
meeting inviaible expenses in connection with such imports,
for the payment of interest and principel on !on::n;:u a8

they become due from the project, for settling any other oxpenees

|
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necessary for tie project, and tor purchases of local currency et
the highest rate Prevailing and declared for free foreign currency
Iby the competent official authorities.

The project shall undertake to submit to the Authority, at
the end of each fiscal yesr, a statement indicating the movement
in this sccount, together with such documents and details as the
Authority may request to ascertain that the utilization has been

in compliance with the purposes set forth in this Law.

drticle 1o:

Without prejudice to more favorable tax exemptions provided
for in sny other law, projects shall be exempted from the tsx on
commercial sand industrial protits and the taxes appendant therete
and, 8s the case may be, the tax on the profites of non-commercial
tredes and the tames appendant thereto; likewise the profita
distributed shall be exempted from the tax on the revenues from
movable capital as well 8s the taxes appendsnt thereto, and the
generdl income tax, auch exemption to be for a period of five
yeors from the first fiscal year following commencement of
production or engagement in activities, as the case may be. lueﬁ
oxemption ahall apply for the same period to the proceeds of
the profits which are reinvested in the enterprise, and shell
be extended beyond such period to distributions from specisl
reserves and/or undistributed profits earned therein. The sheree

ohall be exempted from the stamp duty for five years following

the data dut.ies are legally due for the tirst *ine.
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On the proposal of the Authority's Board of Directors, with the
approval of the Prime Minister, the period of exemption shall be
e ight years provided such period is required by consideration of
public interest in view of the nature of the project, its geo-
graphical location, 1ts importance to ecornomic development, the
volume of its capital, and the extent to which it psrticipates in
exploiting natural resources and 1ncreasing exports. Exemptions
for projects involving reconstruction, establishment of new
cities cutside *the agricultural arca and the perimeters of exist-
ing cities, and land reclamation shall be for a ten yvear period
that may be extended to fifteeen yesrs with the approval of the
Prime Minister upon recommendation ot the Authority's Board of
Directors.

Also, with the approval of the Prime Minister, upon
recommendation of the Authority's Board of Directors, all capital
assets and imported construction material and components necessary
for founding projects approved under this Law may be exempted
from, or granted the privileges of deferred payment or install-
ment payments for,all or part of the customs duties and sny other
taxes or 4ues provided that, in the csse of exemption, if such
items are locally disposed of within five years from the date of
import, 2ll such tsxes and duties previously exempted shall be
paid. In the case of Yeferred or installment payments, if such
items are locally disposed of within five years, or within the

deferred or anstallment peyments period if such period exceeds

five years. all such taxes and duties shall be paid. ‘
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Axtigle 17;
Without prejudice to the provisions of Article 16, the profits
distributed by » project shell be menpted from the genersl tax

on income up to & meximum of 10% of the texpeyer'

8 share in the
iavested cepitel.

article 10,

Mmwrest due on loens in foreign currency concluded by the

project even if in the form of o deposit shall be oexenpted from
011 canes and dues. Such oxemption. shall spply as well to the

interest on foreign currency loens concluded by the Rgyptian
perticipent to finence his shere in the project.

Axticle 21

The perty concerned R0y Tequest the re-enpertotion or

disposel of the invested capitel after cbtaining the epprovel

of the Authority's Board of Directors, provided that five years
hell hove elapeed from the dete of ingortation of tho‘ ’unul
fined in the registration ocertificete (the Authority's dosrd

of Directors mey weive this condition if it 49 evident that the
Septed project, for which funds heve been transferred, cannot be
inplomented or ocontinued for ressons beyond the ceontrol of the

iavestes or for other oxnceptionsl circumstamcee to be considered

by the Avthertty’'s Bosrd of Directors) in sccordence with the
follewing:

)
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l- Invested capital may be transferred abroad at the highest

3=

réte prevailing and declared for free foreign currency by the
competent official authorities in five equal annual install-
ments. By way gf exception,the invested capital, calculated
wnder the provisions of this erticle, may be transferied in
full if its investors had disposed thereof in exchange for
free foreign currency, provided that the Authority is

notified of this action.

1t invested capital was brought in kind, it may, with
the approval of the Authority's Board of Directors, be

re-exported in kind.

The transfer ct invested capital shall be limited to the
emount redlized by the liquidation or disposal of the
inveatment at the time of such liquidation or disposal

&8s the case may be.

The invested capital registered with the Authority may be
disposed of to another party, for free fordgn currency,
after informing the Authority. The party in favor of which
such funds are transferred shall replace the original

perty in enjoying the provisions of this Law. Neverthe-
less, the 1nvestor may, with the approval of the Authority's
Board ot Directors, diapose of his funds as registered
with the Authority, or dispose of part thereof in favor

of another perty in locel éuxrency. In such event, the
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perty in favor of which such disposal has tsken place

ahell not enjoy the right to trsnsfer set forth in this

Law,

Shares offered in free foreign currency may, in all
cases, be s0ld at the Egyptian Stock Exchange, in which
cese the proceeda of ssles shell be transferadble to the

seller's account abroesd.

Article 3

The Authority's approvel of s project shall include specifying

the rules for tranaferring the return o- invested cepital abroad,

if a0 requeated by the investor, in sccordance with the folowing:

l- Projects reaslizing self sufficiency in their foreign currency

2-

needs, whose esrnings from visible or invisible exports
cover all their requirements of imports of machinery,
equipment, production inputs and materisls, and pay for

ell lcrot;*riggﬁi snd interest thereon, shall be permitted
to transfer their snnusl net profits determined st the
highest rate preveiling and declared for free foreign
currency by the competent official authoritiea within the
limites of the credit balance of the foreign currency sccount

suthorised by the provisions of Article 14 of this Law.

Projects thet are basicelly not export oriented, and that

limit the country's need for importa, shall be permitted
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to trsnafer, in whole or in part, their net profits at the
highest rate preveiling and declsred for foreign currency by
the competent official suthoritiea within the lmits approved

by the Authority and subject to the currency regulations in

force.

3= Net revenus on housing, the rentala of which are paid in free
foreign currency, shall be transferable in full.
Net revenue on houaing the rentals of which are payable in
locel currency shall be trsnaferable up to 6% per annum of
invested cepital at the highest rate prevailing and declared
for foreign currency by the competent official authorities.
Populer housing, housing in new citiea and outside the
agricultural areds snd the perimeters of existing cities
shall be allowed to transfer net revenues up to 12% of
invested cepital at the highest rste prevailing and declsred
for - foreign currency by the competent official authorities.
Reinvestment of revenue not transferable shall be po;uittod
within an sdditional 6% per annum, and the funda reinvested
under this provision in spproved fields shall be considered
88 invested capital in the sense of the provisions of this

Law.

Axticle 23:
A General Authority, whose Boerd of Directors ahsll be under

the Chairmenship of the Minister of Bconomy and Economic Cooperstion
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shall be crested snd with the nsme "The General Authority for Invest-
ment snd Free Zones" (hereinafter referred to in this Law as "the
Authority"). 1Its principal offices shall be in the city of Cairo
and it may maintain offices outside the Arab Republic of Egypt.

The Authority shall enjoy juridical personality, and shall
have a Board of Directors to be constituted by Decree of the
President of the Republic.

The Board of Directors shsll be the prevailing authority in
8ll matters of the Authority, shall discharge its duties, and lsy
down the general policy that shall be pursued. It may adopt
sny resolution deemed to be conducive to the achievement of the
objectives for which the Authority was created.

By Decree of the President of the Republic, a Deputy Chairman
of the Board of Directors of the Authority shall be appointed,
who shall act ss its Managing Director, and in the absence of
the Chsirman, preside over the executive body of the Authority
consisting of technicsl and sdministrative staff appointed in
lccordﬁnco with the orgsnizstional structure approved by the Board
of Directors.

The Deputy Chairman of the Board of Directors shall direct
the Authority, conduct its business, represent it in litigation
and before third parties, snd preside over the Bosrd in the
Chsirman's absence.

The Board of Directors may delegate to the Chairman or to
the Deputy Chsirman of the Authority part of its duties. The

Chairman, Deputy Chairman and prircipal officers, approved by
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the Board, shall have the right of lignltdro on behalf of the
Authority.
Axticle 27;:

Applications for investment shall be submitted to the
Authority. An application shall specify the amount of capital
to be invested, the nature thereof and any other such particulars
8s shall be required to indicate the structure of the project
covered by the application. The Board of Directors of the
Authority shsll have the authority to approve applications for
investment submitted. Such approval shall lapse if the investor
shall fail to tske serious staps to carry out the project within six
months of approvsl, unless the Board shall grant renewed approval

for such further period as it shall deem fit.

Article 36 - para 1

With due regard to proviaions in laws and regultions regarding
the ban on the circulation of certain goods or materials, goods
exported from, or imported into the free zone, shall not be
subject to the normal customs procedures applicable to importl.
and exports nor to customs duties and other taxes and dues, save
inaofar aa is provided for in ths Law. Likewise all inatruments,
machinery, equipment and transporetion equipment necessary to
establishments authorized within such zone ahall be exempted from

customs duties and other taxea and dues.
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Article 37 - pege )

Customs duties and texes shall be payable in respect of goode
withdrewn from the free zone for local consumption, as though sueh
were imported from sbroad end in accordance with their conditiom
a fter manufecturing, with due regard to rules and procedures
governing imports. Such customs duties and taxes shall be paysble
on goods containmg local materials, in proportion to the ad valege®
value of foreign materisls contained in the manufsctured producta.
Notwithstanding any of the foregoing, in the event that local
componenta constitute 40% or more of the menufactured product,
such dues as shall be payesble in sccordance with the provisions

of this Article, shall be reduced by 50%.

ti 3

Without prejudice to the provisions of this Lsw, projects’
established in the free zone, snd dividends thereof, shall be
exempted from the provisons of tax and duty laws in the Arad
Republic of Bgypt. Areb snd foreign funds invested in the free
sones shall lMkewise be exempted from inheritance texes and desth
duties.

Nevertheless such projects shall be subject to dues paysble
for services and to an snnual duty not exceeding one percent (1%)
of the value of goods entering or lesving the free zone for the
sccount of the project. Such annusl duty shall be determined by

resolutbn of the Authority's Board of Directors.
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Likewise, projects, the main activitiecs of which do not require
ingress or egress of commodities shall be subject to an annual duty
determined by the Board of Directors of. the Authority with due
consideration for the nature and volume of activities and not exceeding
three percent (3%) of the annual value added of the project.

ARTICLE £7 para 2 -

Without prejudice to any more severe penalty provided in any other
Law, violation of Article 42 and 52 of the provisions of this Law shall
be punishable by imprisonment for a term not exceeding six months or a

fine not less than five pounds and not exceeding two hundred pounds or
both penalties.

ARTICLE THREE

The following provisions shall be added to Law No. 43 of 1974
above referred to :

{New Article 2 - bis) :

Invested capital shall be transferred to, and exported from, the
Arab Republic of Egypt, and profits generated therefrom shall be
transferred in foreign currency abroad in accordance with the provisions

of this Law, at the highest rate prevailing and declared for free foreign
currency by the competent official authorities.

The provisiors of the preceding paragraphs shall apply to land and
property that represent an integral part of the capital assets of the
projects approved by the General Authority for Investment and the Free
Zones, and shall also apply to Popular Housing Projects lying within the
perimeters of existing cities. 1In all other cases free foreign currency

required to purchase lands and property shall be transferred at the
official rate.
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Article 3:

(vii) Construction activities in regions outside the lgrij-
cultural sre® and the perimeters of existing citioi.

(viid) Consultant activities snd offices if thease relste .
to any of the aress mentioned herein and are approved
by the Board of Directors of the Authaity.

(ix) Regional representation offices that represent one or
more companies in more than one country, including the

Axab Republic of Bgypt.

(x) Construction comtrecting activities.

‘Article 13 - New pegegraph 4):
Projects shall be authorized to export their products whether
hy themselves or through an intermediary without & license, snd

without such projects having to be registered in the List of

EXpores.

(Artacle 20 - Mev second pereqraph) !

All wages, salaries, bonuses or other similar payments sudbject
*to the Employment Earnings tax and made to foreign ewmployees or
experts by projects established sccording to the provisions of

this Law shall be exempt from the General Tax on Income.

AArticle 23 - fourth ROreqgreph):
The signatures of all pertners or shareholders on contrects
tvlating to all projects whatever theixr legal statua shall be

cndorsed egsinst sn Endorsement Pee of onc Querter Of one percent '
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of the cepital of the project to » nxim.a not exceeding one
thousand Bgyptisn pounds (LE 1000) or its equivalent in tmm
currency, 88 the cese may be, whether such endorsement be cerried
out in Egypt or at an Egyptisn representational office sbroed.
Contracts establishing 2 project and all contracts relating ¢o o
project including loan agreements, mortgages, purchases of resl
estate and machinery, construction contrscting and other coatracts
shall be exempt from stamp duty, and publication fees until one
yesr following the commencement of operations.

This provision shall also apply to projects established in
the Pree Zone.

ARTICLE FOUR:
The phrase "st the officisl rate” shell be deleted from

Azticle 2 of the said Lev No. 4) of 197%4.

ARTICIE FIVE:

In the event that invested capitel has slresdy been trensferred
in part or in full to the Arsd Republic of Bgypt at the officis)
zete according to the provisions of Lawv No. 43 of 1974, such cepite}

Wy, upon the agreement of all the shareholders or partners of »

|
I
|
I
I
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!
|
|
i
l
|
!
!
!
|

project, be revelued, in which cese non voting bonus sheres shall be

issued in an smount equivelent to the difference resulting from the

.

revaluation. Any asuch revaluation snd issuance of shereas shall be
sccomplished free Sf any texes or fees. 1In the event the shere-

holders or partners 4o not so agree, insofar as concerns digribution
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of dividends of such projects, such distributions shall be based
on unificstion of the dividend rate due on invested cepital ia_‘
proportion to the value of such capital ss registered with the
Authority, while dividends on locsl cspital shall be in proportion

to the value of such capital,

ARTICIE BIX:

The Minister of Bconomy snd Bconomic Cooperation shall isewe,
upon propossl of the Bosrd of Directors of the Authority, the
Bxecutive Regulations for Lew No. 4) of 1974 and Nodel Articles
of Incorporstion for Joint Stock Compenies and Limited Lisbility
Compenies for joint ventures estadlished dccording to the
provisions of this Law. Project owners sre not obligeted to
folov such Model Articles, insofer ss their provisbns 4o not
relke to Bgyptisn pudblic policy. Also, the principsl By-lews |
of Joint Stock Companies estadlished, whether in-lend or in Pree
Sones, under the provisions of this Lew, shall be issued by decree
of the Ninister of Bconomy and Boonomic Cooperstion.

ARTICIE SEVEM)

Law No. 06 of 1974 granting certain tax exemptions to Bgyptisn
projects established within the Development Plan, and sll other
peovisions of any other law conflicting with the provision of
the siid Lav No. 43 o£1974 shall be repedled.
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ARTICLE RIQNT:

This Lav shell be published in the Officisl Gasette sad

shall come into force from the dete of its publicetien.

-
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ANNEX O

VARIOUS MATTERS TO Of RURSUED BY THE GENERAL AUTHORMTY

(e)

(o)

L)

Deteiling the organization structure, job descriptiors end pononned
quelifications for oll key posts in the Autherity.

Selection and terms of appointment of key penonnel .

Troining and experience-enchangs progromme for key porsennel.

Spacification of suitable organizations ror, and delegetion of
apprepriote decision-making power to, individuel Public Free Zenes.

Develepmont of a scheme of "Co-ordinating Committen” ot each
Aublic Free Zone, representing Zone Boards, investen end Gevernment
ogoncies involved, towards prometing meximum faciiiretion for off
egoncies opereting in the zenes.

Dovelepment of the Privete Free Zents concept @ en Inermedicte
moaswre of faciiiration for investment projech ponding avellebility
of advenes facteries and serviced sitm in the Ablic Free Zonm, with
wpociel reforenee o the premetion of jeint veniures.

Menitering the effectivensns of Lew £/1974, & up-duted, In
otvacting svitable investen .

idontifigation of infermation neods for planning the indusiriel pregramme,
menitering i pregron, end desling with petential Investen; end
osighlishing the systery nocenery te preduce the infermetion nguierly
ond reliably .

Govabiichmont of offective links with oll agoncles &
(1) which mut be invelved (0.9. Custems end Poner Supply) end

(1)  which shavid be invelved (0.9. Lxpert remetion end Reglenal
Menning)
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in the reslisation of the preject end in souring maximum benefh '
from b,

$pecification, end securing implementetion of, the measures necsssery
1o oravre aveilability to indutry of efficiont and economice! trarepert
for goods ond oquipment, and fost-flow treffic. This comprehends

sysioms end precedures including participation in relevent intermetionel
fvarepert conventions .

The sveosssiul pursuit of the verious on-going functioms of the Avtherity,
Mﬂllhchbdtmdmhg, from the selection of
memumhrmmw
phnicel infrastvuciure, buildings, end their financing; management

ond maimtonance of preperty; project eveluation; odjustment of in
erganization end incentives in the 1ight of experience; and advising

on anengements with other countries, end particularly the Areb
oouniries, in relation to the eperation of free zones.

Thmlwnﬂmwmcnhwwﬁdomwn

ongempen oll subjech apprepriets to vigereus ond heelthy industriol develepment,
meh.mmmm, 1977,
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