
                                                                                     

 
 
 

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION  
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria 

Tel: (+43-1) 26026-0 · www.unido.org · unido@unido.org 

 

 

 

 

OCCASION 

 

This publication has been made available to the public on the occasion of the 50
th

 anniversary of the 

United Nations Industrial Development Organisation. 

 

 

 

 

 

 

 

 

 

 

 

 

 

DISCLAIMER 

 

This document has been produced without formal United Nations editing. The designations 

employed and the presentation of the material in this document do not imply the expression of any 

opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development 

Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its 

authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or 

degree of development. Designations such as  “developed”, “industrialized” and “developing” are 

intended for statistical convenience and do not necessarily express a judgment about the stage 

reached by a particular country or area in the development process. Mention of firm names or 

commercial products does not constitute an endorsement by UNIDO. 

 

 

 

FAIR USE POLICY 

 

Any part of this publication may be quoted and referenced for educational and research purposes 

without additional permission from UNIDO. However, those who make use of quoting and 

referencing this publication are requested to follow the Fair Use Policy of giving due credit to 

UNIDO. 

 

 

CONTACT 

 

Please contact publications@unido.org for further information concerning UNIDO publications. 

 

For more information about UNIDO, please visit us at www.unido.org  

mailto:publications@unido.org
http://www.unido.org/




1.0 .' R 2 5 

'. 11'111. 2 
111 O~-

I
I I.I ill!lt~ 

I 1 11111
18 

111111. 
2 5 

111111. 
4 

111111. 
6 

'.}.!I '' ,IT I•' 



RE5T:lICTED 

' '"n' \ \ 1b~ DP/ ID/ SER.A/ 4C3 
18 March 1982 
ENGLISH 

INDUSTRIAL FREE ZONE AND INVESTMENT DEVELOPMENT, PHASE II 

DP/EGY/78/007 
rGYPT. 

Technical report; Evaluation and promotion of industrial 
free-zone frojectf>at Nasr City, Ismailia, 

Alexandria, Sue , Adabia and Port Said , 

Prepared for the Goverrunent of Egypt 
by the United Nations Industrial Developmer.t O~ganization, 

acting as executing agen~y for the United Nations Development Programme 

'J .82-23556 

Based on the work of Walter H. Diamond. 
free-trade zone expert 

. ... r: ,, 
,, - - !) 3 

United Nations Industrial Development Organizdtion 

Vienna 



C" __ , .,.._.,.. ... __ •• ........ y·-··---·J 

References to dollars (S) are to United S~ates dollars, unless ctherwize 
stated. 

The following abbreviations have been used in this document~ 

AID United States Agency for International Development 

EEC European Economic Community 

GAIFZ General Authority for InvestmeHt and Free Zones 

Mention of firm names and commercial products does not imply the 
endorsement of the United Nations Industrial Development Organization (UNIDO). 



-3-

ABSTRACT 

As part of the project "Industrial free zone and in·:a~i..ment deveiopmeut, 
phase II" (DP/EGY/78/007) an expert was sent to Egypt by the United Nations 
Industrial Devel~pment Organization (UNIDO), acting as executing agency for 
the United Nations Development Prograll'llle (UNDP). The duties of the expert 
were to evaluate the operations of industrial free zones in Egypt at 
Alexandria, Ismailia, Nasr City, P•1rt Said and Suez and a second location of 
the Suez Zone at Adabia. He made suggestions for improvements so that the 
zones would: (a) have a greater impact on the development of the economy; 
(b) absorb more unemployment; and (c) show a better operating profit and 
thus reduce the financial burden on the Covernment. The expert's 
recoumendations included suggestions to facilitate, custums procedures and 
inventory control; to imi>rove infrastructure, management ar.d public relations; 
and to .make the zones more economically sound. 
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INTRODUCT:T.CN 

Because al! of the previous feasibility studies and recommendations 
concerning Egypt's industrial free zones prepared for UNIDO and for the 
various zones themselves by private organizations deal principally with 
infrastructure and manpower, this report is de~igned to examine operations 
almost exclusively. It should be noted that several general managers of the 
five zones visited indicated they were not interested in operating for a 
profit but rather to arrive at a break-even point while still absorbing 
unemployment and contributing to the developme~t of che economy. 
Ne,:ertheless, the recommendations given in this report have as an objective 
the improvement of bottom-line profits, as well as the employment of labour 
and economic development. 

In visiting with the general manager or head and staff members of each 
zone, as well as inspecting on-sight plant and equipment and meeting with 12 
zone users, the expert found that the problems and deficiencies were 
practically alike for all zones. The report therefdre analyses each problem 
on an overall basis and indicates what steps should be taken to remedy it, at 
the same time pointing out any special deficiency characteristic of a 
particular zone. 
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I. EVALUATION OF INDU~fKlA.L FREE ZuNE5 IN EGYPT 

A. Location and competitiveness 

The location cf the existing industrial free zones is satisfactory and 
strategically accept~ble. However, as emphasized in detail under the section 
on access to zones in the conclusions and recounnendations, the location of 
each zone would be enhanced considerably if the ro&ds leading to each zone 
were improved and the ~raffic congestion alleviated. 

Each zone, with the possible exception of lsmailia, is located as it 
shoulci be - in o= near a heavily populated area with high unemployment. All 
have excellent waterways except Nasr City, which £hould be developed into an 
air cargo trans-shipment r;entre because of its proximity to the Cairo 
International Airport. 

The Alexandria Zone at Al Ameria and the Port Said and Suez Zones have 
easy access to railroads or spurs but the absence of a rail line at the 
Ismailia z·me area will require it to depend upon the new airport that will be 
converted from existing military runways at Abou Seour, 10 km from the Zo1e. 
Since present plans call for this airport to be the largest in Egypt and one 
of the biggest in the Middle East, this project should be expedited. 

Because each zone covers a specific area of Egypt, there should be no 
concern over competitiveness. If there is any overlapping of marketing area, 
it is likely to emerge when Ismailia begins to operate because of its 
proximity to the Suez Zone. However, the w~y to avoid any competitiveness 
between the two zones is to require Ismailia to be predominantly an export­
processir:g zone while allowing Suez to remain principally a warehousing or 
trans-shipment zone, which it is today. Adabia, a second location of the 
Suez Zone, is necessary because no more space is available at Suez, but future 
development of this area should be planned so as not to compete for users who 
could be manufacturing or processing for export in Ismailia. 

B. Economic impact of Nasr City and Port Said Zonds 

In addition to the duties given in the job description (see ~nnex I), an 
analysis of the econ01nic impact of the Nasr City and Port Said Zones on the 
Egyptian economy is given below. 

In respect to Nasr City, the expected full zone capacity of a maximum 
4,000 workers will provide only a negligible contribution to Cairo's 
unemployment problem. Moreover, the increased traffic resalting from the 
concentration of workers at Nasr City as well a& the need to piggyback and 
haul cargo with oversizP. trucks and trailers will only agg•avate the situation 
on already congested roads to and from the Cairo Airport. 

On the plus side, the proximity to th~ Cairo Airport should increase the 
use of air cargo and the inflow of foreign exchange for Egypt. However, to 
make the best use of this opportunity, authorities of tht General Authority 
for Investment and Free Zones (GAIFZ) should encourage the use of 
manufacturing or processing of light industry products - chemicals, 
pharmaceuticals, canned fruits, electronic parts etc. Another contribution of 
the Nasr City Zone is the stimulus to the hcusin3 industry as a result of the 
need to build apartment houses in the area for workers and the introduction of 
prefabricated factory buildings at the Nasr City Zone. 

l 
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The contributior. of the Port Said Zone to the Egyptian economy is of ~ 
different nature and even more significant. At full capacity when the three 
planning stages are completed (not before 5 years and probably closer to 10 
because of the great amount of work necessary to fill in the swamp areas for 
phase III), the Port Said Zone will have a 50,000 employee potential. The 
10 ,000 workers who will be required when phase I is in full operatior1 will 
begin to reduce the financial burdens of the Port Said municipality. 

As a storage and distribution centre, the Port Said Zone is becomini a 
substantial foreign-exchange earner. This is necessary to offset the loss of 
foreign exchange suffered by the city of Port Said because of the decline in 
the number of tourists and sailors stopping at the city as a result of such 
municipal restricitons as sale of alcoholic beverages. The Fort Said Zone 
also earns foreign excnange from marine supplies and shipping facilities. 
However, it is unlikely that this Zone will ever make a great cor.tribution to 
Egyptian-produced exports. The present aumber of five industrial zones and 
the second location of the Suez Zone at Adabia is sufficient to handle Egypt's 
needs and suspension of the plan to have an industrial zone at Marsa Matruk in 
the north central area of Egypt on the Mediterranean is a sound decision since 
the Alexandria Zone at Al Ameria can handle the needs of this region. 

C. Distinguishing features of Port Said 

As indicated above, the Port Said Zone is primarily a warehousing and 
trans-shipment zone, which places it at present in the same category a~ Suez 
and Alexandria. However, phase II and phase III are expected to concentrate 
more on manufacturir.g ~nd processing for export, which is drastically needed. 
At Port Said there are too many users who im~ort c~nsumer goods for 
distribution within Egypt. Some of these even import items from free trade 
zones in other countries, fill their storage areas with these ~roducts and 
then supply distributors in Egypt instead of re-exporting to other countries. 

Unlike the Suez Zone, the Port Said Zone has substantial land for 
expansion, which should be developed as soon as feasible. Since funds for 
expansion are require1, GAIFZ should enter negotiations with United States 
Agency for Industrial Development (AID), the United Nations Development 
Programme (UNDP), international leading institutions (World Bank etc.) or 
certain Arab oil producers eager to help Egypt. The Port Said Zone also has 
excellent adjacent waterway, railroad and road transportation as well as 
nearby air-cargo facilities, which make it urtique. Port Said also has an 
aggressive public relations department that has prepared a sophisticated 
colour photo booklet soon to be available for distribution tJ prospective 
investors. 

D. Atttactiveness of Egyptian zones 
comparEd to other zones in the region 

As regards attractiveness of the Egyptian zones tor export-oriented 
industries as compared with other zones in the regic.n, the Egyptian zones 
grant 100% income tax exemptions, as do the Mina Sulman free zone in Bahrain 
and the Mina Jebel Ali and Dubai Tnternational Airport zones Ln Dubai. 
However, tnis exemption does not apply to oil companies in Dubai, giving Egypt 
an advantage in attrar.ting petroleum producing or petroleum-derivative 
companies. 

l 
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The Egyptian zones also have lower wage scales, charge lower rental fees 
and have a greater labour supply than the two extremely sucessful zones in 
Bahrain and Dubai. However, the latter zones are occupied almost entirely ty 
manufacturers and processors for expor~. The Israeli zones at Haifa en the 
Mediterranean and ac Eilat on the Gulf of Aqaba can not cocpete with Egypt's 
lower wages and rental fees and abundance of labour. Moreover, Israel does 
not provide special income-tax exemptions to zone users. Jordan's fre~ zone 
at Aqaba, about 10 ~iles southe£~t of the Israeli port of Elath on the Red 
Sea, l~mits income-tax exemption to 12 years, charges rental iees 
substantially higher than Egypt, pays wages 50% nigher than Egypt and recruits 
immigrant labour from Egypt and Pakistan because of the shortage of workers. 

Likewise, the Tripoli Free Port Zone in the Libyan Arab J~mahiriya can 
not compete with Egypt's income-tax exemptions and lower wages. However, the 
Libyan Arab Jamahiriya provides wide-spread training courses for skilled 
labour and has more modern port and berth facilities but inhibits impcrts and 
exports thruugh more government intervention than in Egypt. 1ne greatest 
disadvantage of the Egyptian zones as compared with those in Bahrain, Dubai, 
Israel and to a lesser extent the Libyan Arab Jamahiriya (Aqaba is a 
warehousing zone) is that :~e respective Governments strongly encourage zone 
users to manufacture or process for export and penalize companies that 
warehouse and trade without export processing. 

F.. Advantages of zoner in Alexandria, Suez and Nasr City 

On ~ comparative basis, Al Ameria at Alexandria is likely to become the 
most productive of these three zones, for a number of reasons. It hae an 
ideal location cl~se to a great port on the Mediterranean, although the road 
improvement between the port and zone ~ust be expedited. Al Ameria, like Uasr 
City, also has ample land for expansion, which Suez lacks. Al Ameria also has 
a railway abutting the zone area. By offering direct access to the 
Mediterranean Sea, the Alexandria Zone is in an excellent posi~ion to supply 
the huge European market (300 million ~eople and a gross national product 
exceeding $1,000 billion). The s~ez area is convenient for Middle East 
markets (60 million people and a gross national product of $80 billion). Nasr 
City's market is limited to the 8 million Egyptians of the Cairo/Nasr City 
area, unless it u~es the ports at Alexandria and s~ez. 

The Nasr City lone could make a greater contribution to the economy by 
man~facturing li6ht industrial products that could be air-transported via toe 
Cairo airport. Previous studies maintained that the Nasr City Zone was 
over-designed for warehousing, so it is logical to place more emphasis on 
export processing. The employment density ratio of )0 workers per 10,000 m2 
is lower than that of the other zo~es, owing in part from an oversi~e area 
designated for warehouse and car storage. The expert was able to obtain 
statistical information from Al Ameria, which has an excellent economics 
research staff, whereas background material from Suez and Nasr City was not 
forthcomiP-g, or as least not made available upon request. 

1 
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F. Impact of the Adabia Zone on other Suez Canal zones 

As indicated above, Adabia is neces~ary as a secund Suez location because 
there is no land available for exp~nsion at the Suez Zone and the entire area 
at Suez has been assigned to prospective users. The Adabia Zone area will 
have little impact on the Port Said Zone since it is 'it the opposite end of 
the Suez Canal. Therefore, prospective users would decide to use a zone 
depending on whether they intend to reach European markets (Port Said) or 
Middle Eastern markets (Adabia). 

The AcQ~ia Zone is more likely to compete with the new Ismailia Zone than 
any other Egyptian zone. For this reason alone it would be ad~isable to 
confine the Ismailia Zone to users who would manufacture or p~ocess at least 
25% of their turnover or output for export. lbe administrative staff at 
Ismailia is particularly c0tnpetent in the fielc of international commerce and 
it wo1.1ld be of cons .. _derab::.e value to the Egyptian economy .if this zone wer"! to 
be assigned the role of Egypt's p~incipal export processing Lone. 

r.. Marketing and promoticn prograaune 

In order for a zone to achieve the goals of operating at a profit and 
absorbing unemployment, it should make efforts to attract foreign investors. 
This is cl~ar to officials of GAIFZ and the ind~vidual zones. The expert 
suggested to GAIFZ a programme that had prod•1ced good results in the United 
States (see annex 11). 

1 
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II. CONCLUSIONS AND RECOMMENDATIONS 

The following are tte principal problems to be solved and recommendations 
to be adopted, not necessarily in order of importance but all of urgency, if 
the five industrial free zones are to have any worthwhile impact on the 
Egyptian economy. 

A. Customs procedures 

Each one of the 12 users interviewed, who represent a good cross-section 
of warehousing and manufacturing companies operating ir. the zones at 
Alexandria, Suez and Port Said, indicated they had difficulties with customs 
officers in clearing goods (users were not available for interviews at Nasr 
City and Ismailia because operations had not begun and &~ Adabia due to 
mine-removing activities). 

The main proble~ was that customs officers generally would not clear 
documents unless they were rewarded fiaancially, which caused unnecessary 
delays. A Port Said m~nufacturer of switches, floor ti~es and cement blocks 
claimed that custums did not understand procedures and required too much 
documentation. An importer of components from Poland explained that one 
reason for the unhealthy situation was that there was nc competition so that 
the user had to "pay off what custorns den.ands". In several cases, delays on 
clearing 60ods took up to two weeks. 

This customs problem is not unique to Egypt; the same complaint has been 
heard from most of the world's 378 free trade zones. However, the practice of 
making unofficial surreptitious payments to customs oificials has been curbed 
in the 68 free-trade zones a d 11 subzones in the United States by arranging 
for the ?one operators to deal directly with customs officers. All 
transact1ons and documentation involving customs are handled by the operator 
of the zone, including payments of wages a~d salaries. Each ~one user pays a 
.E.E2 rata customs fee charged by the operation based on the volume of activ~ty 
required by the user. In this way the customs officials have no direct 
conta<"t witt. users, .?Ven when customs are located on the zone premises. 

Recocmnendation 

It is recommended that GAIFZ and each of the zone general managers adopt 
the practice that each zone operator deals directly with customs and users are 
allocated~~ charges to cove. necessary customs payueuts. 

B. Customs inspections 

Suez Zone users, who for the most part rent space for warehousing, also 
complain that the customs law is too stringent. For i<1stance, three Lrms 
warehousing liquor point out that they have run intc cJnsiderable trouble with 
the embassies whose officers are ~erm~tted to requisition liquor only by 
signing official orders in person at the warehouse. This has resulted in a 
continual stream of officials from the embassies in Cairo, and the 
authorization to allow withdrawals from the warehouse are widely abused 
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because of the long list of persons authorized to purchase liquor and oth~r 
products for each embassy. Customs officials at Suez also re!.y en an 
unorthodox method of spot-check insp2ctions of goods stored in wa~ehouses. 
Customs inspectors checking boxef, cartons or even small containers do so by 
removing an item from the box or package and leaving it on top of the carton, 
where it remains until the next cteck, which generally takes place a month 
later. Not only is the box or container left open during the month to allow 
easy access, but the sample placed on top of the container may be easily 
harmed, broken or removed so that the count a month hence may not coincide 
•ith the established quantity or con~ition. 

Recommendation 

It is recommended that customs laws permitting favoured embassy 
withdrawals on the spot by a large number of people be modified and that 
customs ins~ectors checking warehouse contents be required to reseal and 
storage all bo~~s, cartons and containers after inspection to assure safety 
and prohibit theft. 

C. Inventory control 

The four operating zones at Nasr City, Alexandria, Suez and Port Said 
ke~p records of incoming and outgoing merchandise and internal movement of 
goods by hand, a slow, costly procedure. The H~ad of the Central Department, 
Free Zones Affairs, GAIFZ, and the general managers of the individual zones 
were receptive to the expert's reco!TllT!endation of an inventory-control system 
similar to the system designed for foreign trade zones at Philadelphia, 
Pennsylvania; Morristown, New Jersey; and San Jose, California - three 
progressive and efficient zones chat have the best marketing prograrmne of all 
the 79 Unit2d States foreign trade zones ~nd subzones. Annex III gives brief 
outline of how the system installed in the Philadelphia Zone (Delaware Valley 
Foreign Trade Zone No. 35) operates; it could set the pattern for Egypt's 
zones. 

The General Manager and technical staff of the Philadelphi~ Zone 
rec~mmen1ed that the major inventory-control system computer coul<l ue 
installed in the head office of the Free Zones Sector of GAIFZ in Nasr City. 
A computer terminal would be installed in each zone sc that both the general 

i..i1ut i '-Y crnd ti1t:: "'um~ itself could record and track i111Irediate ly all incoming, 
.:goiu& and relevant transactions at any time. 

Recommendation 

It is recommended that an inventory-control system be installed in 
Egypt's zones with the ~ajor computer located at the GAIFZ offices i~ 
Nasr City. 
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D. Income allocation 

Based on the prP.vious feasibility studies prepared for Egypt's zones, it 
was pointed out by GAIFZ and the general managers themselves that all free 
zone expenditures should oe recoverd by 1995. A rate of return on capital is 
target7d at about 5% p7r annum. This is unusually lo~ compared with the 
operatLons most zones Ln developing countries. One of the principal reasons 
for the small return is that all Egypt's zonea depend or plan to depend on 
rental income from warehousing or from land and buildings used for man~facture 
of exports in order to break even, or in the case of one zone, to show ar 
eventual profit. 

The practice of relying on rental income to operate a free zone 
profitably is outmoded. A typical income scaedule for successful free-zone 
operation in most developing nations would be as follows; 

(a) Rental incO!lle from warehousing and land or buildings for 
manufacturing, 60%; 

(b) Income from licensing operations in which domestic or foreign 
licensees use patents or trad~marks owned by foreign licensors, 20%. This 
is known as the "shelt:er plar.' .. nd has been most successfully developed by 
Me7icc, which derives nearly three-fourths of free-zone income from licensing 
operations in its zones, most of which are located along the United States 
border. Generally, the ~o~~ c ~rator, or in the case of Egypt the zone 
general manager as d~signGLed by GAIFZ, is authorized to arrange an agreement 
whereby from 3% to 7%, depending on the volume and type of product 
manufactured under the foreign license, of ~ross sales, b.~sed on domestic and 
foreign Pales, of the licensee must he set aside for the zone operator. If 
the bulk of the end-product produced under license is sold vn the domestic 
market, the royalty payment is lower, i.e. 2% or 3%. If all goods 
manufactured are exported, the royalty is usually 5% to 7% for such 
light-industry items as pharmaceuticals and chemicals and from 2% to 5% for 
such heavy-industry goods as tractors, vehicles and heavy machinery; 

(c) Income from concessions for such services as cafeterias, food­
vending machines and other amenities, taxis or car rentals, consulting, 
insurance, brokerage, banking etc., 10%; 

(d) Bulk-cargo income, whereby charges are made for collecting, 
packaging, boxing, storing in holds of ships or shipping in units merchandise 
arriving from various destinations r:hac: is c:o be shLpped c:o a foreign 
destination, 5%; 

(e) Containerization charges for use of special container equipment or 
handling containers, 5%. 

In the case of the United States where labour costs are considerably 
higher than in most c!eveloping nations, the above percentage breakdo..,n is as 
follows: 

(~) Rental income from warehousing and la~d and building rental, 40%; 

(b) Income from licensing operatio1s ("shelter plan"), 20%; 
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(c) Income from concessions, 20%; 

(d) Bulk-cargo income, 10%; 

(e) Containerization charges, 10%. 

It should be noted that re1.tal charges in Egypt's free-trade zoues are 
among the lowest in the world at $1 per m2 annually for undeveloped land and 
$3 or $3.50 per m2 per annum for warehouse space. This is considerably 
lower than the average charge for reJtal in most of the world's free zones and 
is about one-third less than the warehouse and land rental charged by the 
newest United States foreign trade zones. 

Recounnenda~ion 

It is rec011DDended that the Egyptian ind~strial free zones est~blish 
income-allocation schedules on the basis of the breakdown for developing 
countries of 60%, 20%, 10%, 5% and 5% for, respectively, rental, shelter, 
concession, bulk cargo and containerization. It is also recounnended that 
Egypt's basic ~ental charges for warehousing and land and building 
manufactuxing space be increased by approximately one-third. 

E. Access to zones 

In order to attract foreign investment, which should be one of the 
primary objectives of all of Egypt's industrial free zones, a considerable 
amount of road planning and improvement is necessary. Surveys of 378 free 
zones indicated that a foreign investor wants convenient and fast access to 
the plant site or headquarters operation, for himself and for staff and 
workers. The Rataan Export Processing Zone in the Philippines, where 
foreigners arriving at the Manila airport are immediately transported by 
helicopter to the Zone, is a good example of the practice in most zones. 

In Egypt, only the Ismailia Zone has satisfactory access by road to the 
zone area. Although the Nasr City Zone is well-situated, has excellent 
highways leading to it and roads within the zone area, delays of two h~urs 
were encountered in reaching Cairo during normal business hours. Efforts 
should be made to expedite road improvement and the flow of traffic. 

The trip from Cairo to Al Ameria (225 km) takes about two and a half 
hours and presents no difficulties. However, transportation from Al Ameria t~ 
Alexandria and the port there is impeded by construction sites and 
bumper-to-bumper traffic; about 75 minutes are required to transport cargo 
from Al Ameria to Alexandria and its port, a distance of 28 km. Road 
construction within the zone is on schedule and is satisfactory to date. 

Suez City itself may be reached from the Cairo Airport by the desert 
highway quickly and wi~h no delays, but considerable improvement is essential 
in passing through the city in order to arrive at the Port Tawfik Free Zone. 
An a~ternate route to the zone that would avoid the city should be constructed 
as soon as possible. The second location of the Suez industrial zone at 
Adabia, 8 km south of Suez City, is a good choice as it is close to the 
world's shipping lanes and provi~~s a natural seaport are~. However, road 
construction and mine removal must he expedited; it was im~ossible to inspect 
this zone because of these bottle-necks. 
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The Port Said Industrial Zone also can be reach~d from the Cairo airport 
on good roads via the desert highway to Ismailia, but traffic from the zone 
going south to Ismailia and then west to Cairo is slow and hazardous because 
of the numerous trucks and piggyback trailers previcusly loaded at Port Said. 
Road construction within the Port Said Zone to reach new construction sites is 
slow; sand barriers should ~e erected ic certain spots to facilitate 
approaching. Users :nterviewed in Port Said and Suez said that transporting 
freight from the harbour at Port Said to the zones was no problem (if customs 
cleareq merchandise withou~ delay), but when raw materials, components or 
imports were unloaded at Alexandria t~ere were long delays before they reached 
their destination at the zones along the Canal. Many ships stopped at 
Alexandria but not at Port Said, making it d~fficult for users at the Port 
Said and Suez Zones to receive merchandise on schedule. The congestion at the 
Port of Alexandria (users said they wait a month for unloading and loading) is 
recognized by the Port Authority - only 55 of the 86 quays can be used for 
berthing because they lack modern falilities. Pla~s for building new quays, 
further dredging and breakwater improvements must be u~veloped so that zone 
users can operate more profitably. The long haul from Alexandria to the 
zones on the Canal could be shortened by i.;~oving the r0uting from Giza to 
the desert roads from Heliopolis west t.o the Canal. 

Recommendation 

If Egypt's industrial zones are to have a real economic impact on the 
country - and they must attract for~Lgn investment to do so - efforts should 
be made at once to expedite present prograDUDes of ~ighway development and to 
improve the roads leading to and from all zones. It is also recommended that 
Egypt initiate discussions with the major shipping conferences to encourage 
more ships to stop at Port Said harbour ratt.er than Alexandria so that users 
at the zones along the Canal can receive imported merchandise more regularly. 
The extension of runways at the Alexandria Airport to accomodate larger cargo 
and passenger planes and the planned conversion of the large military airport 
10 km from Ismailia are also necessary to encourage foreign investment. Funds 
should be appropriated for these projects. 

F. Use of domestic materials and components 

An on-the-spot examination of users' operations revealed that there was 
little guidance or control by the authorities in requiring companies in the 
zones to take advantage of iocaily-produced items or Egyptian raw materials 
and components used in manufacture or processing end-products for exports. In 
several instances better co-ordination of marketing strategy would assure the 
utilization of Egyptian-made items or raw materials. For instance an Italian 
ready-to-wear clothing manufacturer operating profitably in the Al Ameria Zone 
has been importing cloth, principally from Italy but also from Belgium, and 
tas only recently begun using Egyptian-made buttons. When questioned the 
general manager of the local company said that Egyptian cloth of the type 
required was not available. 

When this problem arose in several zones in other countries, government 
marketing analysts helped locate domestic suppliers or marketing channels 
situated in another part of the country were shifted to the zone area. A case 
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in point is the Thessalonika Zone in Greece where, before Greece's entry into 
the European Economic Community (EEC), imported materials from Yugoslavia and 
EEC countries were being used in processing finished textiles and rugs, until 
ample material~ available from the eastern side of the country were found for 
shipment into the zone on the western side. An entire new system of marketing 
strategy was developed to eliminate the pitfall of unnecessary imports. 

At the Port Said Zone, a progressive trading company established with 
Swedish capital is the sole agent for distribution of steel slabs in the 
Middle East for the Swedish producer. Besides importing and trans-shipping 
steel, the company also imports Japanese electronics products, television 
sets, cassettes, sewing machines, air-condi~ioners and printing and photocopy 
machines. In addition, the firm also imports (and is squeezed for spece 
because of tremendous inventories) clocks, baby shoes, fans, vacuum cleane=s 
and numerous other consumer products all made in a free-trade zone in Asia. 
Many of the products are sole on the Egyptian market, and the zone also serves 
as a distribution point for sales to the Middle East and Africa. It appears 
senseless for Egyptian consumers to pay duties on consumer items on products 
manufactured in free-trade zones in other countries where duties are not 
applied, especially if substitutes are available in Egypt. A Port £aid user 
indicated that he would like to "manipulate cassettes" on the premises but 
there were no components available in the zone or Egypt to process. A 
fruit-juice processor used 60% Egyptian-grown oranges but i~ported 40% of the 
foreign nutrient foods and aluminium to produce the final canned product, 
although it has been learned that several of these items are now or will in 
the near future be avaiiable in Egypt. 

Recommendation 

It is recommended that better marketing procedures be adopted by GAIFZ 
or individual zone authorities so that companies operating in the zones 
would be required to use Egyptian-mane products or raw materials in the 
manufacture or processing of items for export. Present users and future 
applicants should be required to inform their respective zone authorities 
of the percentage of foreign products used in export manufacturing, and this 
information should be forwarded to GAiiZ, the Ministry of Economy, Mi~istry 

of Industry and Mineral Wealth and other government bodies with marketing 
knowledge of Egyptian products. 

G. Warehousing and Egyptian users 

Studies made of the world's free zones proved that, with few excepticnJ, 
the only zones to absorb large-scale unemployment, make a sizable contribution 
to the economy and operate profitably are the export-processing zones. Of the 
68 Gnited States foreign trade zo~es, only 5 are operating profitably today -
these zones emphasize processing fo~ export. 

The over-abu~dance of warehousing in Egypt's industrial zones is evident 
from statistics provided by the zone authorities. At Al Ameria, as of 30 
September 1981, 86 of the 105 approved projects wen~ warehousing and 
petroleum-servicing operations and only 19 were industrial projects. Tilere 
are 16 private zones that employ 2,258 Egyptians and 193 foreigners, out of a 
total 4,576 estimated to be presen~ 1 y employed by the Alexandria Zonts. Thus, 
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the 16 private ~ones with combined employment of 2,451 represent 53.5% of the 
present number employed and 40% of the estimated 6,000 eventually to be 
working at Al Ameria when all approved projects are in operation. Tilis 
lopsided percentage in relation to the substantially larger number of 
warehousing and servicing installations pinpoints ~he need to de-emphasize 
warehousing at Al Ameria and switch to industrial emphasis. 

A~ Suez there also is a predominance of warehousing sites and a minunum 
of manu~'cturing or processing for export. As of 30 September 1981, 20 
com~anies were in operation, 9 were in the implementatioa stages and 4 Yere 
newly-approved. There are no vacant sites, indicating the need to expedite the 
development of the second location at Adabia. However, including the 
efficient and profitable ship xepairing, marine sarface cleaning and parts 
manufac~uring of the McDermott operation at a private zone JS km from the 
Suez Zcne, only 6 of 33 firms process for export. 

Tile best way to increase industrial operations and decrease warehousing 
trade is by attracting foreign investors, who are less interested in 
warehousing and using Egypt as a distribution centre than in manufacturing for 
the expanding local C!.&rket and to exporting to the Middle Eas~ products made 
in Egypt. A look at all the companies now operating in the five zones reveals 
that, although the influx of foreign capital iu project> is fairly successful, 
too many foreign companies have in the past used the zones for warehousing and 
trading. For instance, at the Nasr City Zone about one-half of the production 
projects in the public and private zones have foreign ~apital. At Alexandr~a. 
there is a 60% ratio for projects that have foreign capit3l, 8Qt at Suez and 
75% at Port Said. Warehousing and trading operations in all ~ones exceed 
operations manufacturing fur export at ~ ratio of about 60 to 40. 'nlis is 
further confirmed by atatistics showing that the combined public free-zone 
~ector is financed with 90% foreign capital as compar6d with 40% foreign 
capital in the public industrial sector above. 

Recommendation 

Although the primary purpose of the Foreign Investment Ircentive Law 
43 of 1974, as amended by Law 32 of 1377 and Decree 375 of 1977, was to 
facilitate ~he establishment of manufacturing oper~tions that would provide 
empioyment opportunities and earn foreign exchange through exports, another 
goal waa to establish warehouse facilities that would enable Egyptian firms 
to assume the entrepot role that Lebanese merchants formerly fulfilled 
vis-A-vis the Arab world. Because the latter objective has taken a firmer 
hand than previously anticipated, GAIFZ should discourage wareho•Jsing and 
trading in favour of ex?ort-manufacturing projects when approving foreign 
investment applications in the future. 

H. In~rease in private zones 

The number of private zones in relation to the total number of zones 
is unusually large - about 20% of the total number of zone projects in 
operation are private-sector zjaes, or subzones, as t1ey are called in most 
countries of the world. Under La~ 43 private-sector zones may be established 
for a specific project in any area of Egypt, including the central citie4, 
but this is now being limited to those activities that can not be carried out 
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succe~sfully in the public free zones. Applicants now qualify for private 
zones only if they can prove they have specific requirements that can not 
be met in a public zone, such as the availability of skilled labouc ot 
technical assistance, strategic location to waterways or resources, 
specialized utilities or pollution-control restrictions. 

The Governmen~ is considering the issuance of new, private free-zone 
permits for manafacturing activities only. Discussions with two of the 
first companies to take advantage of Law 43 by making major investments in 
private zones indicated that the decision to operate in Egypt was not based 
on the option to be outside a public zone. A leading oil company that 
considered a marine chemicals plant in a private-sector zone indicated it 
could just as well as operate in the public Port Said Zone. The company 
was interested in raceiving an iucome tax execptio& in a free zone that 
produced both for the Egyptian and Middle Eastern markets. However, like 
many other foreign investors, the company would feel more at ease if the 
present profits-tax exemption, which takes effect at the start of production, 
took effect from the heginning of the taxable year in which a cOlllpany first 
showed a profit, since the company doe~ not expect to be operating ir. the black 
for at least four or five years. 

Practical reasons for reducing, or even gradlally eliminating, the 
number of new, private free-zone-sector permits are the ?roblems already 
experienced in having less government control over a private zone, 
difficulty in obtaining up-dated information and additional costs to the 
zone authority. 

Rec01111Dendation 

Most foreign companies would still invest in Egypt, even if they were 
not granted private free-zone-sector permits; it is recOlllllended that GAIFZ 
continue to tighten restriction~ on private-sector zones and approve them 
only in rare cases. Private-sector zones should be limited strictly to 
manufacturing operations that have a predominance of exports. Consideration 
also should be given to the possibility of reducing the profits-tax exemption 
period to 8 or 10 years for companies receiving permits to operate in a 
private free-zone sector. 

I. Tariffs and fees 

Although most zone users interviewed stated that they showed profits 
by the third year, which is above average for com~anies in most of the 
world's free zones, they complained about the small profit margins. Several 
reasons were given, but all criticized the 1% anaual duty on the value of 
goods entering or leaving a zon~ tor account of the proje=t or, if no such 
activity is conducted by the project, an annual duty not exceeding 3% of the 
project's annual value added. 

The 1% may appear to be small, but it mounts up on high gross value 
sales so that the profit per unit is low for many items. This is particularly 
noticeable by such users at Al Ameria as the Egyptian-Saudi Arabian procesaor 
of digital watches and cassettes, a manufacturer of ready-made garment 
clothes from the Netherlands, and the numerous Egyptian motor-car storag~ 
operaors. 
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No zone user was more adamant ab~ut the high cost of tariffs and the 
1% to 3% duty than the United Kingdom floor tile and electronics assembler 
at Port Said, whose total fees amount to 11% on components imported from 
Poland, which make up 50% of the final product. The company pays the 6% 
normal tariff since the fini~hed producl enters Egypt from the zone, the 
1% duty mentioned aoove, plus 'ibout 4% additional charges to customs 
officers to have the docun:ents processed. 

At the Suez Zone, a Kuwaiti trading company stated that it could not 
compete in export because of the 1% duty plus high tariffs for loading and 
unloading goods. Moreover, the gene~al manager of the firm said there was 
a three-to-five-day dela/ in receiving the merchandise from Port Said where 
it usually is unloaded. nelivery is ag:;ravated frequently by the inability 
to get a telephone line fer 24 hours. Telephan~ service, he emphasized, was 
extremely bad, and he had been waiting thre~ years for a telephone. "Utility 
service is not bad, out not 100% efficient", he also added. All these 
handicaps mean a profitable operation is difficult to achieve. 

In discussing the 1% duty ~ith the i3dividual zone authorities, each 
point~d out that the ~% duty was a flexible amount which could be reduced 
to as little ~s 0.2% in the casa of cold storage items. How~ver, zone users 
were not aware that this might be negotiable, none were found who paid less 
than 1% and tvo users claimed their overall duty value charges amounted to 
3%. 

Recommendation 

I~ order to en~ourage more profitable oper~tions by users, it is 
recommended that GAIFZ make a greater effort to review the cost-benefit 
analysis of e'ich potential zor.e user in determining the amount of a duty 
to be paid. This should be done before approval of the application to operate 
in a zone, as it would be advantageous to both the user and the zone operator 
to negotiate a fixed duty at the outset. Experience of the world's leading 
free trade zones has shown that zone oper~tor~ themselves register better 
~arnings and fewer bottle-necks when zone users are content with their profit 
margins. 

J. Manpower issues 

and in implementation or construction stages in all zones in Egypt shows 
that approximately 70% are involved in storage of goods. The statistics 
available fr01n the Al Ameria, Suez and Port Said Zones further show that 
80% of the stored or warehouse goods are shipped from the zones into Eeypt 
and about 20% trans-shipped as re-exports. These figures are considerably 
out of line with operations of the more successful zones in other areas of 
the wo•ld that have had good records in absorbing unemployment. 

As previously pointed out, the most profitable free-trade zones in the 
world are export-processing zo~es. Correspondingly, the zones that are most 
successful in reducin~ unemployment are those that manufacture or process 
for export. These are the :abour-intensive industriea that are glaringly 
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lacking in the Egyptian industrial free zones. Emphasis on storage of 
goods or warehousing facilities will never make much of a contribution to a 
developing economy in absorbing unemployment. This is best seen in a close 
look at the statistics provided by the staff of the Al Ameria Zone. 

Ot the 121 public and private zones at Al Arr.eria, 102 are storage and 
servicing operations. The greatest number of employees in any single 
storing facility is 51 (47 lncal and 4 foreign), but the average for 
warehousing and servicing is 12 Egyptian workers per company. An oil-storage 
servicing company employes 75 local and 6 foreign workers. On the other hand, 
a processor and manufacturer of blankets has 131 local and 7 foreign employees 
on its staff. The average number of Egyptian employees for a manufacturer or 
assembler is 70 vis-A-vis the 12 indicated above. GAIFZ should try to 
concentrate on attracting manufacturing operations and de-emphasize storing 
and servicing. 

Statistics also reveal that the trend in ~hipment of goods from 
Egypt's industrial free zones to the domestic market is increasing while 
the shipment of goods to foreign markets is declining. In 1980 (the last 
complete year of statistics available), Al Ameria's shipments from the zones 
to the lccal market rose 87% while exports to foreign markets dropped 25%. 
However, the total increase i~ volume of merchandise vas 77%, represented 
by the gain in shipments to the domestic market. Domestic shipments versus 
foreign sales ~ere 12 to l in 1979 but 16 to 1 in 1980. As already indicated, 
manufacture for ~xport makes the greatest contrib~tion to the economy by 
absorbing unemployment. 

A third factor in the overall manpower issue is the predominance of 
young women employees who are not the traditional major earners in the 
family. This is seen at Al Ameria but also to a lesser degree at other 
zones. This is a direct outgrowth of the type of industry sought and 
indigenous to a particular zone, as in the case of Al Ameria where women 
are required for the garment, rug and textile weaving and sewing trad~. It 
is understood that 80% of the employees to be on the payroll in the ~iual 
stages when all opP.rationa are on stream at Al Ameria will conAist of 
women. The expert believed that it was proven in other free-trade zones, 
especially in Central Americ~,that it was not conducive to economic stability 
to employ an abundance of young women at the expense of unemployed males in a 
depressed or high-unemployment area. 

Finally, it was not difficult to see that in four of the five zones 
visited the administratio~ buildings were over-staffed with non-administrative 
workers. At one zone there were five male employees at the security desk, 
chatting but not assigned to duties, were seen six or 3even times; another 
group was at the top of the stairways on the second floor. In another zone, 
at least a dozen men stood around the entrance of the building inside the 
g~te. At all five zones there were at least two public reletions employees 
unassigned to work. It appears to this observer that steps should be taken 
to correct this misuse of available manpower. 

1 
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Rec011111endation 

In vie'I'· of the pred001inance of si:oring and warehol..3ing and servi.cl.ng 
operations in all zones in preference to manufacturing a~d processing for 
export, it is recommended that GAIFZ make greater efforts ~o co-operate 
with end encourage the individual zones to promote the export processing 
advantages to foreign companies. F.mphasis sho1·ld not be placed on attracting 
operations t~at (a) involve simple storage fa~l.lities; (b) are of Egyptian 
owner$hip; and (c) produce ~uch light-industry consumer items as ready-to-wear 
clothes, garments ar.d rugs that employ an over-abundance of young women. 

K. Evaluation studies 

Officials at all the zones as well as at GAIFZ repeatedly pointed out 
the difficulties encountered in appraising feasibility studies presented to 
them for use in approving an application by ~ potential user in a zone. It 
was indicated that the key determining factors for selecting a ~roject are 
often unclear in the applicant's rresentation. In fact, sometiraes the zone 
autrorities theme'!lves are not sure oi the soundness of a proposed project 
but proceed to approve it on a chance basi3. 

Officials of the respective zones requested that a programme for 
evaluation of criteria be established. Two of the higher level staff 
econonists said they had .sought this kind of training at Egyptian universities 
and at local UNIDO and UNDP seminars held at Cairo, but to no avail. 
Representatives of three zones asked that cases of evaluation criteria for 
various types of industrial, construction and technological projects be sent 
to them. A package of sample cases collected by the expert from Harvard 
Business School, American Management Association, Business International and 
the World Trade Institute has been sent to the UNIDO Liason Officer, Cairo, to 
be duplicated and distributed to each of the Egyptian public zones. 

P..ecommenda ti - "l 

A training course for zone analysts on how to appraise project 
applicatiur.s soundly should be established. 

L. Reception of foreigners 

As pointed out under transporta~ion accessibility, it is imperative 
that business executives from abroad who are visiting the Egyptian industrial 
fr~e-trade zones to investigate potential investments or user operations 
rect ive "red carpet" treatme•1t. They expect a warm welcome, utmost 
co-operation from the host country and the most modern facilities and services 
to expedite their investments. Surveys made of businessmen from the ~nited 
States show that one of the leading reasons a pa~ticular country is selected 
for an investment is the fair treatment recei~ed, which includes the avoidance 
of any bottle-necks placed in their way by h'st countries. 
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Fir3t impre~sions are most important to business executives in 
determining their choice. Dlis is more significant than ever for 
Egypt since many United ~t~tes companies ~ave adopted a wait-and-see 
attitude about investing in Egypt in order to appraise future political 
stability after the one-year state of e.mergency. In view of these 
circunistances, Egypt must take steps to improve its image as a 
preferential location for foreign investors. Improvemeat in the ability 
of GAIFZ to transport prospective foreign investors to the industrial 
zone areas has been analysed above. Ho~ever, there are several deficiencies 
that should be brought to the attention of GAIFZ. Dle security enforced 
at entrances seems to be far too ti.ght. Unnecessary sea:ches cause 
frustrating delays and create a bad impr~ssion on the visitor. 

Secondly, considerable improvement in reception area and washro\"'>iil 
facilities for visitors is urgent in all administration buildings. In one 
of the largest zones toere was no running water in the mens' and ladies' 
rooms (the latter was not available for use) and both required much better 
sauitation facilities. In four zonc=s there was no drinking water o.vailable 
fo: visitors. 

Recommendation 

GAIFZ should issue instructions to the individual zone authorities to 
take steps to improve reception, sa.nitary and other facilities anci services 
necessary to accommodate prospective foreign investors in the same mann~r 
as they are accustomed to at the parent company headquarters. The;;.s 
instruct:ons should be followed up occasionally with reminders and spot 
checks. 

M. Improvements to infrastructure 

Numerous feadibility studies have already been prepared on infrastructure. 
The engin~ering, planning, designing and contracting recommendations made in 
the past have been carried nut efficiently and with no major handicaps other 
than delays in completing certain projects because of lack of funds. 

Water, sewers, rain drainage, electr.ical distribution, site reclamation, 
erosic.n prevention, customs facilities (despite lack of co-ordination and 
commu.1ications betweE:.n customs ~nd zone authorities) and perimeter fencing all 
appear satisfactory, with minor exception~ such as the need to erect occasional 
barriers to stop sand dune accumulation near or adjacent to internal roads. 
The one apparent improvement necessary is the need to wid~n entrance gates at 
all zones. This is particularly noticei1ble at the Nasr City entrance where 
the customs booth is located and at the main entrances of the administration 
buildings at Suez and Port Said. The entrance at Port Said is particularly 
difficult to negotiate and it was obser-1ed there that a medium-size truck had 
difficulty enr.ering, requiring considerable maneuvering and crossing over 
a sidewalk entrance to the administration building. 

As commercial activities in the zones increase, undoubtedly access to 
the zone sites will become more difficult for users. Oversize piggyback 
truckf' and container-carrying vf.:hicles are sure to have prc.blems and delays 
in reaching tteir loading or unloadin~ destinations in the zones unless the 
ga.te entrances are widened. 

l 
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Recommendation 

It is recommended that the general managers oi each zone be alerted 
to the potential drawback of loading and unloading delays caused by 
difficult vehicle passage at zone gates. In certain instances the 
widening of entrances at gates will be necessary. 

N. Mar.agement training through zone visits and semitl4rs 

It is understood that limited funds have been allocated by UNIDO and 
UNDP for the Egyptian zone administration staff to inspect selected 
free-trade zones in developing countries. In view of the goal that Egyptian 
zones become export-processing zones rathe~ than warehousing or entrepot 
centres, the itinerary should avoid such trans-shipment zones as the Colon 
Free Zone in Panama, the Kingston Free Zone in Jamaica, or the Hamburg, 
Barcelona or New York foreign trade zones, which have been visited by 
Egyptian zone personnel in the past. Tile following well-run and profitable 
export-processing zones would provide the Egyptian zone officials with 
invaluable knowledge: Bahrain; Santa Cruz and Kandla export processing zones, 
India; Bayan Lepas (Penang), Malaysia; Bataan and Mactan, the Philippines; 
Mina Jebel Ali at Dubai City, United Arab Emirates; and San Jose Foreign T~ade 
Zone No. 18, California, and Delaware Valley Foreign Trade Zone No. 35, 
C11i~9delphia, Pennsylvania, United States. 

GAIFZ and individual zone officials indicated that each zone would 
recommend the general manager or deputy general manager to represent it 
on the visiting group. It was also suggested that because of the greater 
size of Al Ameria and Port Said these two zones would also send an economics 
or marketing officer. It is also Lecomme~ded that the economic research 
officer of GAIFZ, Free Zones Sector, Mostafa Abdel Fattah Mahammed, who 
ac~ompanied the expert on visits to the five zones and who has an excellent 
knO"•ledge of industrial free trade zones, be assigned to the team, making a 
total oi eight. 

Following the completion of the visits to the zones on the itinerary, a 
seminar should be held in New York in which about 300 exec11tives ~f leading 
United States companies with international operations would be invited to 
listen to the eight members of the group highlight the advantages of investing 
and operating in the respective Egyptian industrial free zone~. This 
procedure has been used successfully in the past by other zones. 

Recommendation 

High-level Egyptian zone officials should visit a select number 
of free-trade zones in developing countries. The zones selected for 
the itinerary should include the above-mentioned zones whose operations 
are most similar to the goals of the Egyptian zones. 
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O. Marketing and promotion programme 

All GAIFZ and individual zone officials interviewed were familar with 
the need to have widespread and intensive marketing campaigns aad 
sophisticated promotional materials t~ attract foreign investors. However, 
little has been done in this direction because of apparent lack of funds. 
GAIFZ is in the process of preparing an overall brochure covering all zones 
while Port Said has completed layout and copy for its zone and the booklet 
is now heing printed in the United Kingdom. The Port Said promotion material 
is excellent and should be helpful in attracting foreign i~vestors if it 
is distributed with discretion to the right type of prosp~ctive tlSE - in 
Europe and North America. 

Recommendations 

It is recommended that a mark~ting programme similar to the one presented 
in annex III be carried out in conjunction with a United States public 
relaticns firm specializing in free-trade zones. 
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Annex I 

JOB DESCRIPTION 

DP/EGY/78/007 

Expert in evaluation anJ promotion of industrial free 
zones projects 

One month 

November/December 1980 

Cairo, with travel in the countt}' 

To assist the General Autho~ity for Investment and Free 
Zones in successfully executing its Industrial Free Zone 
Programme, thus strengthening ana diversifying Egypt's 
economy. 

The expert will be attached to the General Authority for 
Investment and Free Zones in Cairo, with the responsibility 
of providing the Authority with information on the econ."'ltllic 
impact of the existing industrial free zones and those 
under preparation, ~Jith a view to working out and defining 
each zone's comparative advantage as well as to determining 
its impact on the region of its location. More 
specifically the expert will have to perform the following 
tasks: 

(a) Tc analyse the location of each of the existing 
Industrial Free Zone as to its competitiveness; 

(b) To work out the distinguishing features of the 
Port Said Zone; 

(c) To work out the comparative advantages of the 
zonea in Alexandria, Suez and Nasr City; 

(d) To assess the impact of the proposed Industrial 
Free Zone in Adabia on the other zones located along the 
Suez Canal; 

(e) To establish a frame and propos~ the necessdry 
measures for the execution of the promotion prograllllle on 
Industrial Free Zones. 

The expert will also be expected to prepare a final report, 
setting out the findings of his mission and his 
recouunendations to the Government on further action which 
might be taken. 

High-level consultant with a good background in economics 
or business administration and ext€nsive practical 
experience in Industrial Free Zone development. Work 
experience i~ a developing country would be an additional 
asset. 
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English 

With direct access to the Mediterranea~ and situated ~t 
the cross-roads to Africa, Europe and Asia, the Arab 
Republic of Egypt occupies an important position en the 
Afri~an Continent. Its importance is, •oreover, expressec 
by the fact thst it ranges second on the continent in the 
size of its population. Despite of this and other 
develo?ment assets which the country can offer, it has yet 
not been possible for Egypt to integrate all available 
labour-force into production, thus raising the standard of 
living and increasing the n~tional wealth. 

Therefore, in June 1974 Law No. 43 was issu~d governing the 
investment of Arab and Foreign FunJs in Industrial Free 
Zones. This law was to stimula:e the economic development 
of the c~~ntry by attracting foreign investors to 
industrial fr£e zones to be established at various 
locations in Egypt. It is thought that the establishment 
of such zones will help to reduce un~mployment, attract 
foreign technology and know-how and expand exports, thereby 
increasing foreign exchange earnings. 

Since this law was issued, the Government has made all 
efforts to develop industrial free zones. As a c0nsequence 
the General Authority for Investment of Arab and Foreign 
Investment and Free Zones was establis~ed. This is an 
independent organization, however, affiliated with t~e 
President of the Council of Ministers and supervi~ed by the 
President of the Agency for Ar~b and International Economic 
Co-ope~ation. In general it is responsible for: 

(a) Implementing the Industrial Free Zone Progranune 
by providing the country wi~h the necessary infrastructure 
at selected locations; 

(b) Attracting Arab and foreign investors to 
industrial free zones; 

(c) EvaluatiGg project applications from foreign 
investors; 

(d) Identifying projects and preparing profiles 

potential investors; 

(e) Operating and maintalnlng the Free Zones and 

servicing the industries located in them. 

for 

There are several Indu~trial Free Zones being planned in 
the country: El Nasr City, Cairo and Alexandria, where 
relatively small industrial estates are being developed for 
light industry; two export processing zones to attract 
mainly foreign investors to Port Said and Suez which in 
fact will be developed oi;t of "free ports" and have now 
been added to long-term town planning project inc l•Jding 
large-scale industrial zones. 
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With assistance from UNDP and UNIDO, Industrial Free Zones 
have b~come operational in Nasr City and in Port Said. The 
project "Free zones and investment development" 
concentrated mainly on the development and realization of 
the El Nasr City Free Zone. The project started in June 
197) and was successfully completed in 1977. 

It contributed to the strengthening of the Authority, to 
its overall organization and to the planning of new 
industrial free zones. Now with the second phase of the 
proj~ct, the Government has decided to implement its public 
Industrial Free Zone Programme without any further delay. 
Assistance is requested for the preparation and development 
of planned industrial free zones and the promotion as well 
as daily supervision of the industrial free zones already 
operational. 
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Annex II 

MARKETING AND PROMOTION PROGRAMME 

·Of the 378 free trade zones in the world today, less than 150 are 
operating profitably and approximately two-thirds have accomplished their 
original goal of absorbing unemployment in a designated depressed a4ea. 
Practically al! the succes~fully operating zones have (a) high-quality 
colour brochures; (b) promotion material elaborating on tax incentives, 
export credit insurance covering political and conmercial risks and the 
benefits from customs duty exemptions; (c) audio-visual coloured slide 
presentation; (d) free-zone promotion offices in the major cities of the 
world; and (e) marketing teams from promotion offices that send out the 
promotion material on a personalized basis with a follow-up call to the 
international executive concerned with the decision to recOllllllend use of a 
free· crade zone. 

A programme based on the above elements has been used with good results 
in more than two dozen free zones in the United States and is available for 
GAIFZ to consider. It is summarized below. 

1. Marketing prograimue 

(a) The major transnational companies world-wide should be advised of 
the customs duties, tax exemptions, available resources and skills, government 
subsidies, low-cost labour, absence of exchange controls, minimum registration 
fees and other advantages of incorporating and operating in Egyptian 
industrial zones. 'nle United States companies already contacted by t~1e expert 
should receive a personal call frOI" a GAIFZ representative in New York to 
obtain a finn conunitment as soon as possible; 

(b) Contact should be made with foreign government offices and shipping 
companies, particularly in the European, the Middle East and the United States, 
to explain how the bunkering, refueling, bulk cargo, contracting or container 
shipping may save them money by using the zones in Egypt; 

(c) Contact should be made with the management of other free-trade zones 
of .the world in order to undertake an exchange of information on what companies 
are doing in their zones and to have the other zone operators eccourage the use 
of the Egyptian zones, as the latter should be doing on a reciprocal basis with 
its tenants. 

2. Educational prograuane 

(a) A local public relations prograuane should be implemented in Egypt to 
acquaint the populace with the advantages of t:1e industrial free zones and how 
they work. In an effort to avoid alienation of any specific interest or 
segment of the society, it is suggested that a press, radio and television 
prograllDlle be undertaken as part of a widespread educational progrannne; 

(b) Industrial free-zone specialists in Egypt, who will be assisting the 
management and servicing companies in the operations of the zones, should be 
avail4ble to answer questions or provide information to goverrunent officials 
and prosvective users. 

l 

I 

I 
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3. Pilot and continuing promotion.:tl campaign 

In an effort to obtain commitments from manufacturers to establish 
operations in the zones, the following steps should be taken: 

(a) Preparation of an illustrated brochure showing the Egyptian 
industrial zone facilities and proposed sketches of the zones after 
completion. 'nle ~=~chure should describe the advantages of the zones, 
quo~e some of the features of GAIFZ legislation and in general attain 
sophistication with glossy photographe to be accompanied by map3, inserts 
and press r~leases that will fit into a double-fold kit. Approximate 
.sizes of the brochure, inserts and kit should be 20 cm x 28 cm. 

(b) Preparation of a smaller booklet (10 cm x 23 cm) which would be more 
detailed in describing the advantages, the legislation and the various ways 
companies may prafit from usin5 the Egyptian zones. 'nle booklet would 
2laborate on how Egypt is undertaking a programme to attract foreign capital 
by complying with the 30 basic requisites to obtain foreign ifivestment. 
A major vehicle for distributing this booklet would be a leading law 
publishing company in the United States that would sent it free of charge 
to its 2,000 subscribers of Foreign Tax Trade Briefs, the only up-to-date 
tax 3nd investment service of 104 countries and to more than 1,000 subscribers 
of tax-free trade zones of the world. 'nle booklet would be distributed along 
with these services' regular monthly supplements and would be inserted in each 
volume under Egypt for future reference by 3,000 of the world's largest 
companies and most prominent law and accounting firms; 

(c) Development of a mailing list by offering, free of charge, the 
smaller booklet, whose availability would be announced in more than 20 major 
United States trade newspapers and magazines, including the Wall Street 
Journal, the Journal of CODDDerce, U.S. News and World Report, Business Week, 
Business International, 17 bank newsletters and trade association publications, 
Foreign Tax and Trade Briefs, the United States Department of Coamerce 
publication, Business America and others. Based on previous experience, 
approximately 2,000 requests for the booklet will be received. GAIFZ 
representatives i~ New York should personally call on the interested firms. 
At that time the GAIFZ representative would explain in detail how the 
interested party might best take advantage of a particular zone and present 
the promotion kit and th& smaller booklet. The company name would be 
indexed and perioclic follow-up calls would be made. Names of users of the 
major free trade zones of the world would be provided by the United States 
representative of GAIFZ and mailing and personal calls would be made on the 
most promising users of the Egyptian zones. In addition, free trade zone 
specialists who are regular advisors to the principal foreign trade 
associations, i.e. the International Executives Association and Motor and 
Equipment Manufactuers Association, would personally contact members who 
are possible users of Egyptian zones as they do at present for several 
United States foreign trade zones and the zones at Shannon and Hamburg; 

(d) Closely related to the above activities would be a publicity 
announcement of the availability of the i~lustrated brochure and booklet 
at a press meeting and reception in New York to be attended by one or more 
officials of GAIFZ, at which time the Egyptian zones' facilities and 
services would be described and photographs or slidea would be shown; 
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(e) A continuing publicity programme would be necessary in order to 
keep the name of the Egyptian zones in the forefront of the business 
community in Europe and the United States. This prom~tional activity WGuld 
be developed by the United States GAIFZ representative through research and 
experience by determining viable marketing directions. For example, if the 
-:narket for Egyptian-made ladiese clothes in Europe and the United States 
was saturated, then the emphasis would be on discussions with textile 
companies that process other cloth ~roducts. The United States 
representative would prepare case histories for various textile and apparel 
publications. Similarly, articles and case histories would be pre~red 
for other trade publications such as journals in the wood snd pulp, fiuit 
pr~cessing or marine products industries; 

(f) Following successful operations of the zone (after a two- to 
three-year period), a full-scale public relations and sales promoticn c&111.paign 
would be required, which wouid include not only the activities described in 
(e), above, but also a speaking engagement programme. This would consist of 
occasional visits by officials from GAIFZ or the individual zones to St>4!ak 
at various trade meetings in the Ucited States. Periodic mailings with 
reprints of articles would be sent to m.:iiling lists and prospective users 
previously contacted. The United States GAIFZ representative should have 
a continuous rapport with the principal editors of newspapers and trade 
magazines in order to emphasize the benefits of the zones. The 6,000 users 
of the worlds' foreign trade zones, as listed in Tax-Free Trade Zones Of 
The World, should be contacted by mail (a complimentary r.opy of this book 
has been sent to the UNDP Liason Officer in Cairo who will send photocopies of 
the pages to the Egyptian industrial free zones). 

l 
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Annex III 

INVENTORY-CONTROL SYSTEM OF THE DELAWARE VALLEY FOREIGN TRADE ZONE 

For incoming merchandise, the Zone prepares United States Customs Form. 
214 every day to c~ver all shipments of the previous day into the zone. 
Attached to the form is ~ receipt register of the previous receipts with 
zone status posted (F214 is an application and permit for foreign trade zone 
admission and/or privileged foreign status designation for zone merchancise. 
Tilis is the application for liquidation of duties, and taxes if any, under 
the First Proviso of 19 United States Customs 81C, filed with Zone Customs 
entry on Customs Form 7502). 

On merchandi~e going out of the zone, an immediate d~livery (ID) permit 
is opened every Monday. Tilis permit covers all zone withdrawals for the 
business week. nie ID is closed on Friday of the same week and a duty-paid 
entry is submitted to customs 10 working days from the Monday th~ iu was 
opened. 'nlis means that only four duty paid entries are prepared each 
month. 

Tilus. the amount of paperwork normally associated with foreign trade 
zones has been min:.mized and the costs of operation are substantially less 
since salaries for book~eepers and other personnel handling journal entries 
and documentation are eliminated. Moreover, the operational procedure works 
in conjunction with the United States Au~it Inventory Customs Service (AICS) 
system, providing a unique and important audit trail, which the United States 
Customs Service regulatory audit division needs. Ibis audit trail starts 
when a shipment arrives in the United States and clearly tracks the merchandise 
right through until it exists from the zone. It may track the merchandise 
either with the universal first-in first-out (FIFO) inventory system or the 
actual segregation by ID nwn~er. 

' - . - - -.• 
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