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Explanatory notes 

References to dollars {I) are to United States dollars. 

The monetary unit in EE,ypt is the pound (£.E.). During the period covered 

by this report the value of the pound in relation to the United States dollar 

was $US= L-E.0.700 

The following abb~evia+ions have been used in this report: 

ASRT 

IDWA 

EE 

EIDDC 
GAF! 

GDP 

GOFI 

IMF 

MM 
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TAT 

TNC 

TOT 

TTC 

UNESCO 

UNCTAD 

USAID 

WIPO 
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Academy of Scientific R~bearch and Technology 

Economic Commission for Western Asia 

European Economic Community 

Engineering Industrial Design Development Centre 

General Authority for Foreign Investment and F'ree 
Zones 

Gross domestic product 

General Organization for Industrialization 

International Monetary Fund 

Million 

Patent Co-operation Treaty 

Transfer and Adaptation of Technology 

Transnational corporation 

Transfer of Technology 

Technology Transfer Centre 

United Nations Educational, Scientific and Cultural 
Organization 

•• .L ted Nations Conference on Trade and Development 

United States Agency for International Development 

World Intellectu~l Property Organization 
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ABSTRACT 

A short-term mission underta.iten by the United Nations Industrial Develo~

ment Organization (UNIDO) in 1975 established that there was a need for a 

co-ord.ina.ted system for the registration, evalua~ion and approval of foreign 

technology proposals in Egypt. A request for technical assistance in this area 

was submitted by the Government of F.gypt and consequently the pro~ect "National 

Registry for Technology Transfer" (DP/FnY/78/001) was approved by the United 

Nations Development Programme (UNDP) on 13 February 1979 and UNIDO designated 

to a.ct as the executing agency. 

The aim of the p1~ject is to assist government insitutions through adequate 

training and expert ad.vice in the establishment a.nd organization of a national 

registry of technology transfer, including the required legislation; in ~he 

appraisal of foreign technology proposals; and in the legal evaluation of 

licensir.g agreements. A total of 65 man-months has been approved for thL~ 

purpose. 

The expert in transfer of technulogy, whose mission of ~hree months is 

covered by the present report, arrive~ at Cairo in January 1980. His ~ain 

duties were to analyse existing governmental policies, institutions and linkages 

with respect to tecr~~ologiJ transfer, to evaluate existing appraisal and approval 

procedures, to develop pol~.cy options open to tte Go'rernment in the creation :;f 

a. national office for technol-.:lgy transfer, to define the role and functions of 

such an office as well as recommend its policy framework and its placement 

in the governmental decision matrix. 

The axpert prepared four working papers which were discussed with the 

counterparts and he recommends that the exis~ing Technolog-j Trs.nsfer Centr~ 

(TTC), now under the administration of the General Organization for Industria

lization (GOFI), be transformed into a national centre fer the appraisal of 

te~hnolog<J agreements. The main functions of this centre a.re described in his 

report. He further recommends that all project approval bodies subscribe to 

a common tra.n3fer of technology (TOT) policy - a.n interim policy having been 

developed by the expert - which should be administered by the TTC. The expert 

views the TTC as e.n interim structure until new legislation will give it inde

pendent authority to a.ct as a recommenda.tor•r secretariat to project-a.pprova.1 

authorities and he makes suggestions for the functicnal placement a.r1d the 

compo~ition of representatives on the future TTC. 
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SE:TION I: SUMMARY OF REPORT 

PROSECT BACKGROUND 

B~pt's Open Door Policy (1974) places g:·eat relia.9lce on 

foreign technology and i!'lvestment for the rapid industria-

lisation of the country, consistent with r.ational. socio~ 

economic goals. This i~portant Policy comcits the Government 

to design and strengthen appropriate institutional infrastruc

tu:-e to meet the objectives of the Policy, recognising the 

complex problems associated with the transfer, adaptation and 

development of technology. The Government of Egypt recuested 

UNIDO to assist the General Office for Industrialisation 

(GOFI) in examining existing institutional :??a.chinery dealing 

with technology tr~sfer and reviewing ~ith Egyptian authorities 

the experience of develcpi.~g countries. In accordance with 

the GcveITJl!lent's reouest, a sl:.ort-te!'m l-!issiori. was undertaken 

by UNIDO, the findings and recoi=mendations of which were 

published in a report U!;IDQ/ISID.125 (20 liov. 1975). The 

report re.commended the need to establish a technology policy 

in the country, one of whose objectives would be the design 

ct a coEJrdinated system for the regulation and promotion of 

foreign technology. UNDP Project Document No. DP/EGY/78/001/A/Cl/37 

(Feb. 13, 1979) defines the basic outline of an overall 

33 man-month programce through U?iIDO assistance. The Frogra.t::::le 

enlists the utilisation of international experts to offer 

assistance in areas as the establishment of a National Office 

of ~echnology Transfer, develcpment of legislation, ~reparation 

of guidelines for the evaluation of licensin~ agreecents 2l'ld 

the training of ~17-personnel of the office. In a second (19791 

short-term Mission undertaken by m;IDO (Mr. E. Aguilar), at 

the request of GOFI, it was decided that the arrival of 

i 

I 
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iatematioaal -.rta (in1t2a211 iwo e::,...ta) ahn.14 follow 

a study !ov to be adertate 'b7 a t- ot three GOn 
otticial• to replator.r offices ill lluico" Spain, Phillip!.nea 

an~ th• Republic of Xena. !he S~y !our completed (Oct. 1979), 

the lzpert Who pre•nta thia leport a:rriTecl :ta Ca1N cm a 

t!'!:-ee-month Hiaaion. (January-March 1980). 

!he duties of the lxpert (lzpert 1D transfer of Technology) 

were defined as foUovs: 

( 1) to analyse existing CC",.en?menta:. policies, 
institutions and linkages with respect to 
tranaf era of technologr to Egypt 

(11) to eval\late existing aperoachea •~d proced~res for 
• the appraisal ani approval of transfers of 

technoloa 

(iii) to develop policy options open to the Governmitnt 
in tte creation of a National c!fice fer T•~hnologr 
Trans!er {termed Technology Tra.:sfer Centre in 

this Report) 

(iv) to recommend the policy framework under wnich the 
Bationa.! Office should t°'.l.?lction 

(v) to define and recommend the roles and f\Ulc~icns o! 
the National Office 

(vi) to recommend the placement o! the Office in tr.e 
Governmental deci11on-matr1% 

(vii) to advise on consideration• relating to the authority 
structure for the National Office 

• 
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(Viii) to identify topics and a-pecitic issues calling 
for study on the part c! the office and make 
~gestiona tor follow-up action by Ul\IDO 

(ix) to assist in the orp."lisation of s•inars and 
workshops on the problems and perspectives of 
technology transfer at the national level. 

I 
' 
' 

. . 
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lll901J0i.0ll' . OI 91. llllIOI 

lt the very begiminC of the M1n1on 1t was ncop.ised. that 

ce"'1n connictinC issues were present 1Zl Japt which ha4 to 
\ 

~ -ol •ed. or acce'Dte4 'before the 'DUJ"POH• of the P.isaion coul.4 
., ~ -

be .... ed. !he first of th••• vaa that a 'latiqntl Office for 

teollaoloCY fran.afer• would not be feaaible within QOPI (aa vaa 

detlaecl in the Orieinal Job I>eacriftion(DP/IGY/78/001/ ,l.3 • .l) 
·.• 

a• .-.1 important ttclmoloa•uinC sectors, aa petrocheJU.cals, 

p~ceuticala, ete. were outside the juris41ction cf GOlI. 
,/•'. 

SeoOM, a 'national office' for transfer of technoloo associated 

n• fo?"ei;n im'estment (joint-ventures) bat already been 

crt&te4 under Lav 43 of 1974: the General Authority for Foreign 

Izrwutment and Pree Zones (G.AFI) being the relevant, independent 

a.ml central. authority. !hird, a National Centre for the Trana!er 

ant Development of Tec!molor.r hact 1'ee.recommadecl by a UCTAD 

?~.es.on (loT. ·1978) .which was to be af~iliatecl to the Academy 

of lc!.entific Research and fechnoloa (AS!t). 'l'hia the .lcadeJll1 

hd.nnued and constituted as the Egyptian Centre for ':ran1fer 

an4 Adaptation of Technology (tAt), attached to the office of 

the President of the Acadcy, governed by a 'lational !card of 

Tecbzlclo11 Tranater'. fourth, t~• concepts prevailing in 

G011'• Technology Transfer Centre ('l'TC), the organisation created 

b1 to!'I as a 'rea.;ulato1'1 of!ioe' for the transfer of technolo11 

h&4 the view that it• prime re1ponsibilit1 would be the evaluation 

of technology that was being tra.ne!erred. to Ea;:t and over which 

GOIJ had jurisdiction. 

.. 

" 
; 
,;. 

-·~ .1 

' -!'. 
l 

' ·~ ., 
'~ 

! 
!J 

~ 
~ 
~ 
·~ 
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'?he first three issues were immediately referred to 

Jsr.r. s.;. SZIVOS, SIDFA, t'!Q?, Cairo and to Ul\IDO, Vienna. 

On the basis ot these consultations, the lxpert has advised 

to acetept the conflictinf position with respect to the ASRT

UNC!AD effort but at the sue ti~• to seek adViae from senior 

official• of GOl'I, and thereafter, to review the situation with 

G.AFI and .ASR!. fhis procedure was adopt.t, with the Mission 

then bei.n,- permitted to viev the overall problem cf tec~olo~ 

regulation without special constraint. 

!he fourth issue was basically resolved within GCFI 

a~ter the Expert explained the limited scope that was available 

for evaluation o! technolor,r. The su.oatantial d.an~ers o! 

unsape?"Vised transfers of teer.nology were highli~hted to 

imp~ss upon the TTC the need !or critical appraisal o! technology 

contracts. For the particular Egy~tian situation, however, 

it was soon found that a conventional regulatory office would 

have limited usefulness. Its covera~e had to be substantially 

larger. 

T!lese efforts led to the redefinition o! the Job Descrip

tion (see above) a!ter endcraement by the Industrial .Institu

tion• Section, ONIDO, Vienna. 

Partly becau1e of the above situation, and partly on the 

r1co411ition that Government department• concerned with the 

aeoui1ition o! tech.nol~K.'1 were not adequately aware o! the 

!actors in tecr.nology manarement, it was arranged, in 

con1ultaticn with counterparts, that ~our 'Working P&per1' be 

prepared hy the Expert, 411cu1•ion1 on which would lea~ to the 
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final recommendations of the Mission. 

Contemporaneous to this approach, a~ements were made 

by counterparts for general discussions with senior officials 

of GOFI, G.AFI and the Academy which op~ortunity was taker. to 

indicate the need for a coordi.i.aated national ap~roach to 

technology t?"&l1s!er. 

Three ~orki.ni Papers on the !ollo~ir..g S'~bjects were !irst 

prepared (over a period of six ~eeks): 

~orking Paper I: Opera.~10%91. aJ:ib1t of ~he T1'C 

Working Paper II: Technology Pclicy ~d TTC 

~orki."lg Paper III:Functional Placement o! ~he ~C 
U: t~e Egyptian ~cver:-..:iental Srstem. 

Pull-day discussions on eacr. of t~e ~orki?"..g ?a~ers were heid with 

counterparts so as to octain some eom::it::ent from t~e: to the 

general ap~roach to the Mission.In all ~••tings three senior 

o!!icia.:s o! oon were present: Mr. A.M. !fos.seir, Dr. »t.J.. Aglan and 

Yu-· Mohamed ·Amin. -l'or Working Papers I and III, Mr.. ·Abdel Aziz of 

GOFI's la.:-al depart::tent was ~resent. Based on discussions, the 

w~rking Papers were modified and circulated to members of the 

TTC and to senior otficials o! GCFI. 

~orking Paper IV on 'Cmisiderations in •uthority Structure 

for the TTC' was to have been prepared after th• first three 

papers had been reviewed by GCFI, G~:I and the Acade~y and 

discussions ~1th th~These discussions were not feasible and 

hence Paper IV wa1 only di1cu1eed with in the 'r.rC towar6s the end. 

of the Miseion. 
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I?: the !a.st !our weeks of ~• Y.ission, a series of talks 

was given by the ~pert on s~bjects as restrictive practices, 

the functioning J! regulatory o!fices in different developing 

countries. ierms in licensi:lF agreements, evaluation of 

technclo.;y pa_vments, risk management in the 11Plication o! 

technology 1n the eeonoz:U.c sec~ors a."'ld technoloey utilisation 

in the Pu~lic Sector. !ttempts to hold Seminars or ~posia 

with the participation of authorities concerned with technology 

trans~er were not successful. 

For many ~asons, discussions with the Ministries of 

Petroleum, Health, ; .. ~:rict:lture, etc, which were necessary 

fer meeting the re:uirecents of tte Mission, were not feasible. 

Again, for lack of an adenuate i.~fon:ation system in GC!I 

it was net poss:i"~le to review exect:.ted technology agreae:i ts or 

to obtain consis~ent statistical data. 

Meetin~s with the Pat~nt office, the Trademarks Registry 

and the Central a.nit, necessary !roe ~he viewpoint of providing 

an in!ormation base to this Report, were, again n~t fea11.;1e. 

( 
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PillDDGS 

T&Jd.r:.r l97S as tr• base year. 3grpt's perspective 

planning calla for a four-fold enhaneer:en t in per-ca pi ta in 

ineo:•; from 100 L.E. in 1975 to 400 L.E. in 2000 (1975 

prices). In order to achieve this, with the population 

almost doubling over this period (to 67 million in 2000), 

GDP needs to grow •i•ht-fold. Egypt fi~ds it infeasible 

to obtain substantial contribution from ~i:ulture as 

development potential 1n this sector• over the 25 year 

period, is lil:lited. Si:.rplus from agricultural J.neome 

furthermore, would be insu!!ieient to provide plL"lned 

social amenities (educa~ion, health, welfare). Thus 

Bgvpt's pla..~e:-s rely heavily on the industr:r and service 

9ectors for social and eeonomie development. The 

~icultural eo~ronent of GDP is expected to drop from 

29.4~ to 8.4~ over the 25 year time s~, and !or tte 

industr:r and se~ice sectors to improve their shares from 

27.7~ and 23.;~ to 37.6~ ar..d 40.9"%, reepectively. In 

absolute terms, indust~ial produc~ion needs to increase 

nine-fol~ representing an ar..nual co~pound growth-rate 

of ~. which 11 acout '" tigher than historical e::perience 

1960-1970. 

The Government &.'lnounced its "Open Door Policy" in 1974 

givir.g industrialisation the highest priority, seeking 

such throu~h heavy injection• of foreign tecr~ology and 

1~veatment anc the aggressive development o! the E~ptian 

private sector. Sip.n1!1cant new legislation has been 

enacted to provide incentive•, facilities and ~arant1e1 

to tirms which en~ge in industrial activity. The most 

• 



• 
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i:n'Oortant law is Law 43 (of 1974) which relates to !crei~ 

L..,,vestt:ent. '?'ne Gov9%'!Ullent'a strea in these areas, i?l 

effect, reve:-ses a 20 year em~hasis on indastrialisation 

throu!h the ateney of the Public Sector • 

In the last five years, Egypt's plar.11ers have placed great 

ecphasis on both the modernisation of existir.g .industry and 

its exposure to market forces. ~t the present time, almos~ 

the entire ir.dW!trial produc~icn system is "1.thi:! t~e Public 

sector which procuces about 65~ of all the country's goods. 

(ca-:ital, inte:'!:?ediate a:nd cor.sw:er goods). The balanee of 

~roi~ction is largely with some 15000 sca.ll scale !ires 

which em;loy less than 10 persons per enterprise. 

These lat~er !ir::s produce goods as leather articles, wool 

and oetal furn!ture, wearin~ apparel, small forging and 

castings, buildin@' materials as bricks etc. with minim'WD 

reliance on 1r.dustri&l techniques. The t9ch..~ology ·~~:oyed 1r. 

the Public Sector ia o! the early l960's, outmoded, vith poor 

:roductivitv and low value-addition. The Government's emphasis 

on modernisation o! the industrial structure is essentially an 

e:pha111 on the introduction o! viable technolo'-Y, the application 

of advanced industrial techniques and the irtroducticr. of modern 

cethods o! m&n&F.tment. 

~pt'• plan• call ~or the creation o! virtually three new 

sectors of industrial activity: (l) the joint-venture 

sectc~ (2) a large unit's private sector and (3) a as¢,;n 

small-unite private s•ctor. The Public Secter 11 expected 
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to U:tdergo a trans!o:-mation thrc~ renoT&tion, rehabilitation 

and modernisation of prod.ucticn taeilities and production 

syste1t11. sue~ beir.1 achieved th--o~ the agency of !oreign 

technology. liew capacity c:r•tion ia also an urgent necessity 

as the count~ relies Tery heaVily .on imports to meet production 

deficiencies in -. ....... aa steel products, cement, etc. 

It is ~•ll-recocniaed that a~aence o! adeouate pcliey instrwtents, 

weakr.esses in exiatin, tech.nclo~ical and i~dustrial policies, 

over-centralisation of aatt.orit:t, steep '1?"11111dal stnctures in 

public sector enterprises, poor eoo:"dination betweci ministries, 

and ~he like, together wit~ di~esaions !:"Om im!uatrial feeus 

due to wa."'"S, ha~e led to ;rt'l~uetion ine!tieieneies, il:.adeqt:a.cy 

of re~entlt ed poor attention a:td reee-p'":i"1'1ty to marke'": needs. 

Ve~ basically, E~t•s p:-ese~t pcl!eies, includ~ the Open 

Door roliey, acldress t~emselves to correcti::g the i.!:dustrial 

eeenomr, precedent to aeeelera-eed ~wtb.. Besides re~iring 

the diverai!ication o! the i.~dustrial structure, tne policies 

aim at decentral11ation of decision-taking in Goverm:ental 

adm1n11traticn, iaprovemen~ o! managecent e!:1e1encie1, the 

development of a stable and consistent in!or:cation •~•tem and 

the tsta~liabment of necessary linkages between policy and 

1J::.pltmentat1on. 

EiYPt realises, ho,·rever, that la.rge injection o! !oreign teehnoloa, 

undoubtedly needed to correct th• economy, must be 1uper"ri1ed. 

~here is reeocn1tion t!lat the IOCiO•eConocU.c structure Of a 

develop1.~g country can be severely strained and adversely 

aff e:ttd 1! !oreit:n inveatment and technology &re 1.r.troduced 
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without discretion or iirectien. Unguided, technology 

itself, as well as the terms u.~der which it is &cqui~ed, 

car. cause unacce~table distortions in societal st:ucture 

which may also becoce well-ni~ irreversible. On the one hand, 

inappropriate and inconsequential tecimologies (or market 

rights masquerading as tech:i.clogies) cay !lood and imbed 

thecselves in the country, and on the other, the cost of 

technology er the con~rols i~posed en the use of it, could 

eoc::it the country to outflows of fu:ics wr.ich ca: seriously 

endanger its balance of pa:vtlents position. Further un

cont'.9"Clled acceptances of ~eehnologies can increase, 

rather than decrease, the country's technolo~ical de~endence; 

while daztpenir.g and under-itilisir.g indigenous capabilities. 

This need tor technolo~ supe?'Vision ha.s been felt by many 

3~tian oryanisations as GO?I, •SAT and QAEI. From 1975, 

various attempts have been made to obtain the assistance of 

1.~ter?:ational or~isations so as to establish supervisory or 

re~a..t;oey bodies. AS?.T has !stablished li:Jr.a~es with tl?rCTAD 

and the ?EC; GO!'I ~i~h mrIDO; and GAFI, itself a rezu.latory 

bod~ for joint-ventures (law 43) has sought U!iIDO assistance, 

on a spot basis, !or the monitoring of cocplex technology/ 

joint-venture agreecents, while recognising the need !or 

strengthening its bargaining power with respect to foreign 

•nterprisea. 
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Prese."'ltlY, 'the rate of i..9l:flux of mod.em industrial. 

tech..~olo~ into igy~t, throu~h licensi..~g, is ouite codest 

(even by developing cou.~t~r standards}. Tr.e rer.abilit&~ion a.."'ld 

modernisation of the Public Sector is largely being effected 

th-"'"Ou~ cachir..ery i~ports and the balancing of production 

lines, with very little in~~ts of licensed tecr.nology. 

Or~111ised private sectcr indus'try (E;rIJtian ca~i te.l), to 

the e~tent it prevails, is primarily utilisir.g machine

emcodied technology. 

GOFI's f1'"1res reveal, for illustration, that although 

(a.~cu~ 800 projects were approved in its sector in 1S79, 

only 8 projects ir.vcl~ed the use cf techr.olor.:r ~~:ough 

licensi~g. In the caee cf joi.."'lt-venture projects (Public 

ar.d private sectors), Q~.FI's mid-1979 iata reveal ~hat it 

has a.:pproved 297 industrial (inland) ::;:ro~ects O"rer the last 

seven years, ~vol~ing (at the utmost) an average of aocut 

45 agreemen~s per year. 

However, accelerate~ licensi.~g in all sectors is expect~d 

now onwards because the 'growth pr.ase' of :he econc~y is 

particularly eviden~ and the Israel-Egypt reace Tre&ty 

heralds a long-terc political stabili~y to Efypt. 

In tercs ot technoloty trans!er a viable sit~ation exists. 

There a.re no entrenched pre1s:.ire groups in :g~,~t. 

Transnational co:,:lorat:ior.s, ~.,.tile <+;hey are 'ce~ir.ning to 

enter industry in a large v.ay, do not now havt a 'local 

presence' and. lobbying power. Similarly, there are no 

!orei~ enclaves (plantations, etc) and, therefore, vested 

foreign interests. Eoually, there·art no oonctntration1 

I 
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of econocic power in pri~a~e sector industry. There is 

c:onspicu.ous absence of tre.':!e ur..ion agi ta:ticn or unrest. 

A:t~ fir.all~'• all key national :-esou:-ces, as petrole~ Qr 

~i:nera.ls. are wholly i.~ tr.e control of the Goverr..ment, 

cuts!de of power blocs as the .L."""l.b oil cartel or the T~Cs • 

A broad implication o'! the aoo"te-descr1·_ed enviror..:ent is 

~~is: if S~pt can devise forthwith co:~rehensive policy 

i:lst!"'lments !or ~roper 

~creign technology and i.~vestment, the country tl&Y be acle 

tc pursue its socio-economic objectives vithout tavi!:.g to 

pass ttrough. those p!lases, encountered by other deve:opi:lg 

ccu:it::-ies, where ent:-enche~ foreign and C:o:estic :o:ncpolist:!.c 

or oligopolistic systeas have to be !irst dis:a~::ed er 

moderated before incuetrial development or socia: ~~stice 

can be atte~pted. 

~~t r..as not enacted any la~s speci!ic to tecr.nology licensL~g. 

The basic legislative rivtt ~o~ the Government to i~te:-vene 

in the process of technology accep~a.~ce is, nowever, ~rese~t 

in Laws 21/1958 an~ 43/1974. ~hile the laws are C&sicall~ 

oriented t~ industrial lieens~r.~ - the rirht c! a !i!':!: to 

establish a manu!acturin~ unit - there is autr.ori~y in them 

for the gove?T.ment to examine technolor1 a.greement1. 

Law 43 would apply when the a~eement is between parties in 

joint-venture and Law 21 !or the ~rivate E~ptian aector. 

There 11 no specific la~ coverinF aceeptancee of tecrllology 

by Public Sector enter~rises but au~hcritY 11 believed present 

in sets o! law goventin! the creation o! public crgana. 
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In exist~ aystema and forma of Govermisental a4mir.1stra~ion 

in ~t, the appro~ au~hority !or ,rojects, and tecr~~olo~ 

arreements associated with projects, is ~1th several 

Kir.istries, G01I and GA1I, depending on their fields of 

jurisdiction. '?hat is, project-approval authority is 

decentralised. 

~pt has a multi-agency system for the appraisal of projects 

i.~ te?'!!:s of their teehno-economic feasibility and socio

ecor.o~ic contribution. In the cases cf agricaltu!'&.l products 

(as pesticides), ~ha?"!Caceuticals, pet?'Ochecicals, etc, the 

approval and a-praisa.l bodies are usually one and the sar::e, 

the cor.ce:-n~d Minist~ 1.~ the case of ~roducts that are the 

res~ensibility o! the Kir:istries of Industry, hcusi?ig, etc, 

the a;praisal body is usuallv GC!I; ~or i.~du!trial ~roducts 

tr.at are ocjects o~ joir.t-venture ente~rises ~echno-econo~ic 

appraisal #Ou.ld be carried ~ut by the Ministry or organisation 

t~.at has the necessary evaluato?;T expe~~1se. 

!t the present ti::e, all appraisal oodies tend to focus mere 

on techno-eeonomie !easi~ility an~ the suitability o! the 

production-s~s~em (maeh1ne~1, components, tools) than on 

appraisals o! the technology to be employed or of the cont::-a.ctual 

terms under which 1t is o!!ered. In the case of technology 

per se, inadeq\l&cy of attention is du9 to an insufficient 

in!ormation system; in the case of contractual terms, the 

deficiency lies in expertise. 
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Both GO?I and ASRT have new established Technology Trans!er 

Centres with the objecti~e o~ tech..~ology- sape:-vision. Th.e 

objectives o! these centres are ~ cocple:enta?'y in 

ch&:racter rather than ccnflictive. ASRT has rede!ined its 

interests in terms cf science-technology and technology

industry linkages with emphasis on needs for technology 

adaptation and the testing of the suitacility cf 

tech.."lolo£V offers in the context of the .Egy~tian envirorJtent. 

GOFI' s interests a.re now predccinan::ly in the area. of 

an:re.isir.~ ccntractu.al ter::s in tec~:.olog_v agree~ents 

and evaluatin~ -:t.e i:J:act ot fcreig:i -rechnology on ·iol:!estic 

a ... a;."li•i•s an.A .,.,.".,.. d•ve~o........... ~l"l';tI, G:.?t """!ld !~_t).rn_,. ai1 c ~ ...... "' "' .... "''.;. -· ... • .to''"'-........ zv. - - .... ...... .....__ 

reco-r.iise ";he need for a 'r.ational. ap!'roa:h' to t:echr..eloe.T 

transfer. S!.nce their v~ewpcints are different :y 7ir~ue 
o! their expertise and co:ectives, all these bodies recog:;.ise 

the need of a coord.i:iatir..g policy whioh estac:ishes the 

national approach na:ely, A Technology ?olicy. 

One o! the major &no::alies of the tecnnolcgy enviro:u:ent 

in Egypt is that direct tra..~sfer~ o! technology, unaccoc~anied 

by investment, ~ave neither adequate cr..ar.nels for ent?7' i.~~o 

the count?;/ - institutional structures such as GA::'! - nor 

is ~here clear ~elicy - as Law 43 - to attract a.~d •~ploy 

thee. Without a parallel incentive mechanism for direct 

transfers o! technolog:1, Law 43 stands in the position of 

having i~sti~utional1sed tecr.r.olo~' ·~acka~ing'. There 1~ 

thus .a need !or developing !neenti,re mechania~s !or direct 
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l. Since a nation&l approach to technology trans!er and the 
supervision of tecr.nc:.0~1 a~eemen ts is desired 'by the 

Government, and since in the ezist1nc system ot 

admi.!!istration, decision-authority for projects, and 

ttehnology ~-reement1 associated with projects, is 

decentralised and cistri~uted among several ~inistriea 

and orga.~isatiens, an: it is i:practical to divide such 

authority so as to centralise decision-authority for 

~eer.nology ..-re1ments alone, or from ~he viewpoi~t o! tee 

Cpen Door Pclicy to create new regt4latory legislation to 

govern &ll tra:is!ers c! technology, it is reeo?::lende~ that 

~he cpt!llwn mec~a~ism for technology mana•e:ent would be 

to crganise & eentral-appre.isal. a~eney for technology 

~eements. 

2. The Tecr.nolo~ 1'ra..."lsfer Centre ( T~) nov under t:t.e adz:ll!is

t!'ative control of GOFI, can be tra.~sforrred to become a 

na~icnal centre !or the a~praisal o! technology ~eements 

and such is recoe~ended. It is proposed that the TTC 

should develop into a single, central and specialised u:.it 

with the cajor cbjective o! serving as a recoc::nen~atory 

secretariat to all authorities approving techr.oloa;y 

arree~ents. TTC, in this concept, will not have the 

character o! a decision-bod~ in any ~atter cor.cern1."1g 

a~eecent. Each ~rojeet-approval body in !inal tercs would 

continue to be the 're.rulato~' cody' over tho8e areas that 

ccJ:J:e within 1 ts ju.risdiction. 

• 

• 
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3. Sir.ee strai~t-forward. decentralisation in the !inal 

approval of technology a~ee:en~s can introduce subjectivity 

and arbitrariness to the eri~eria &pplied by di!ferent 

project-approval bodies for acceptances of contractual terms, 

and this is undesirable in any concept of a national approach 

to technolo~ transfer, a ccncomittant r!ouirement is a 

coord.inati~~ instrument. It is recoi:t:ended that tr.is 

instrument should be policy under the title cf 'Transfer 

o! fechnology Policy' (TOT Polic~) to which al1 project 

&pproval bodies, and the T'l'C, would subscribe to. 

Properly fra.~ed a.~d constructed, the Policy should :ead to 

a consistent, clear a~d stable s~ete= for tte supervision 

of technology inflows. 

4. In conside?"ation of the lar~e ne~ e!forts bei~ ~de :y 

~rpt to rapidly tra.nsfo?'t!l its econo::y through heavy 

injections of technology, it is recoomended that the TOT 

~olicy should have a wider perspective of tecr.nology 

~urpos~ than merely be a coordinatinf i.~etrwnent. 

First, TOT Policy should incorporate a parallel inetrument 

to Law 43 Ca procedure) so as to provide a channel fo~ 

direct transfers of technology. That is, the TOT Policy 

should be the means throu~h which 'unpackaged' technology is 

provided incentives (i.e. throu!h royalties, etc) !or 

•ntry into the cou.~try. Second, approvals o! foreign 

t~cr.nology, and ter.::s of i~s aece~tar.ce, sho;:J.1 not, by 

inattention or d11r9ga.rd, have unantiei~ated adverse impact 

on other sectors of the economy or hurt or hinder their 

expected development. TOT ?olioy, it is presented, should 
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have its placement in, 1md be a subordinate policy to, a 

parent or pri..1"lcipal polic~. a Technology Folic~. one that 

assics the functions of teeh..1"lology i.1'1 the catrix of 

soeiet~. (Section V). Ir. ~he recoc::endaticr. cade, the 

TOT Polic~ is the @'OVer:ing policy ~or the aeeeptanee of 

contractual ter.i:s in technology a~eements; the reasons, 

purpose and limit o! governance would be se~ out in 

Technology Policy. 

5. Till the time a Tecbnolo~ Policy is fo?i:ulated (Section V) 

and spec:!fic expression given to the role of foreign 

technology it is recot:!.?:ended that an !r.teric 

TOT Policy should be deve:oped to guide the ~:c a.~d the 

project-approval bodies based on the general needs and 

exper1er.ee o! ieveloping co·~tries =odi!ied cy well

understood aspects of the E-r."ptian eccr.ocic ar.d i.~dustrial 

environment. (A dra!t Interim TOT Policy is developed and 

presented in Section V of this Report.) 

"· 6. It is reeotc.a:ended tr.at as a subscriber to TOT Policy, tte cain 

role c~ the TTC wculd be: 

(1) to administer the TOT Policr, to the extent 
permitted er the ro:icy, with assistar.ce given 
to the formulators of the Policy as required, and 

(ii) to act as the central appraisal ur.tt !or transfers 
o! technology, cringing to the task the necessa:-y 

support and expertise. 
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7. It is reeccmended that the main functions cf the TTC 

should be: 

(i) to review and evaluate in technology agremtents. 

involving foreign technology, through legal, 

economic and technical screenir~ disciplines. 

{ii) to render technoloirJ advisory services to 

interested potential users of foreiF?'l tech..~olog:'!, 

including ~-:v~t's Public Sector enter;:rises. 

(iii) to assist interested parties or. ca.tters relating 

to the negotiation of agree~er.~s (without partici~atior., 

except where re~uired, by ?u"clic ~cter ir.stitutior.s) 

(iv) to serve as a documentation and collation centre 

for technology agreements and or. statistical 

financial i~!orcation relatir.g to technology 

payments, and 

(v) to obtain representation on Committees &pprcving 

projects •·:hich are associated with licensed 

technology. 

8. One o! the cajor challenges be!ore ~ptian plar..::ers is to 

identi!y the industries wherein foreign invest:ent, 

managecent and technolo,g:v, together or separatel:r, can 

make their major contribution. It is r~cocmended that 

the T'!'C should e!;crt to reward and penalise technology

users an1 tecr.nolo~·-supplier1 so as to achieve the ' 

'allocation exercise' in Technology Policy (Section V) 
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9. In order that the '?TC can serve as a central appraisal 

unit !or foreign teehnolog::- ar.d at the sac~ tir:e 

avoid foreign tectnolo11 and for investment damaging 

other sectors of the economy, it l:lUSt have certain 

established link~es with decision-bodies as GAP! or 

the Ministries on the one hand, and functional bodies 

as ASRT or the s::a!l-industriea Directo:-ate on the other. 

TTC's linkages must be reciprocally balanced oy its 

mar..datcry duties. Certai.~ essential information, it is 

reco::::iended, must !low from the project-approval. oody to 

the TTC and from the TTC to ~he appr~·..ra.1 ccdy. (Secticn V). 

10. In its ideal form, the TTC would be an interim ~tr~cture 

till new legislation (not ~ecoCJ:!ended by the Mission) gives 

it independent authority as a.central regu:atc:-y organisa~ion. 

Th~ speci!io presenta~icn o! the Mission is that the ~C 

should be organised to ac~ as a reco::mendato:-y sec~etariat 

to project-approval au~torities. !~ is desirable to isolate 

it !roe pressure groups, necessitating that the TTC be 

solely governed by (a.~d respon1 to) a newly-cor.st1tuted 

Central Board of Tecl:lnology Transfer, separate ~rom hinisterial 

Admi.~istra.t1on. Eo~ever, since the TTC is ocncerned with 

very tangible matters o! industr7 promotion and ca.~atecent, 

and not science-technology linka~es (except indirectly), 

either the Central Eoard should have cajcrity cocposi~ion 

o! industr.1 representatives or the TTC shculd be functionally 

• 

• 
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rover.r.ed by a s~b-eoi:::ittee of the Bo&-""'Ci v.holly co:posed 

o! representatives of i~eustr.1 mar.a~ement (~A!I, Ch.~I, 

•L t.•z • t • I tt al~~ A ~ lt ~ - • • ' 11::.e ,•:.-.nis ?"1: es 0- ne 1;,_, r.::::..eu ~· ar.c: .re .. ro.!. 9ur:) • 

It is fc.rther reeo::mended that the Cen~?"&l !card set the 

TOT Folicy under which the TTC., and the project-approval 

bodies will ope?"ate. 

(The term 'Cen~ral !oarrl of Technology ~rans!er ia not to 

be cor.fused with A5?.T's Na~ional Board cf Tecr.r.cloEY T?'a..~a!er}. 
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S!X:TION II: llf?BODICTION TO EGYP'!' 

'fttia Jeport i• coaeerned vi.th policiea nlati:JC to the manapmerit of 

t•!moloa ta SO'Pt· .U.tllougb. then i• mch in comon in tile approach of Third 

Vlll'ld couatri•• to the auj•t, the l"P"•pbical poai.tioa, f.ctor endw:ts 

m biatorical ~ •f a puttcul.u- couatrr au'batutial.17 infiuence 

_,. •n• in the applicati• of pnenl. pelici•· !henfon, prior to ent•rinc 

late ta. .a.tree •f t!d.a a.,ort it wwl.d n relewaat to outline the pocrapbic 
ita hiatorical 9"1.ution Ud the pneral. 

£opt is situated in tbe nort!l-eaatern comer of Africa, vit?l two coast lines-

U.t of tbe Medi terru•n aacl the Red Sea. on th• world ap it baa a crucial 

peeiticm as it is aited at the croaa-roacta of tracle aoag the countries of Africa, 

.... cad the Fu- Sut. '?be San Cual bu been a •jor international waterway 

·-· 1869. 
The moat impertaat internal. posraphic !•tun o! J:opt ia the m.le Ri Yer -

a atunl. reaources vhic'll suatai.:111 t!w COWlUy'S entire acriCulture. T!le river 
dni.U into the Meditft'nZleu aaci make• tiie 'Delta' a fertile and major ntt!ement a.ru.. 

':be '9l. ta, and t!w loq u.rrov Nile ValleJ, accowiti:11 for about ~ o! t!ie land 

... , acco•=date nrtua.U.1 the entire population of the cowitry. 96" or !mt is 

.... rt. 

Cottn (introduced in Hl"lJ 1eus of the rtiuteuth Cent'l.IJ'1) i• the moat 

i•rtut Cl'O!J of laPt• The fine all.U'rial soil and the humid Eviromnent o! the 

J'Mlta ~ft"llit the cultintioa. of a 10111 .. taple cottoa o! ncepticnal quality. 

An'l• 1aat beiq a ICC'C• resom"Ce, it is intenai•el.1 culti•&ted (ml.tiple cropping) 

JttldUI tbz"oup crop rotations, main, aupnane, rice, vheat, citru• t'r.Ut, 

-.eiable• ucl clne•, the 1ut Rpportiag for aiseablt liYHtock population.. 

• 

• 
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'!'he denrt proTid•• UJt1 rev :ateri-1• • petrolRl!I (500-EOO,OOO Hrnl• :-er 

da7), utllnl pa, i~ ore, phoa'!)tate, liee•to11e, natrwl (natural sodiU!ll car

bonate), gravel and fine anci, ad :.anganne ore. !...nr, the•• resource 

aYailabiliti•• an not auc!l •• to affect the popolitics of the rep.on i:i which 

?n"Pt is ntuated. 

Aa per the 1966 Cenaus (the last held), Ec1Pt bad a ;iopul.•tion of 30.e million. 

The current estimate i• lt0.5 million. Since the ':lorld t:lar II, it is estimated that 

the population bas been crovi.DC at the !Up rate of 2.~. hcauae virtully all or 

this population is settled in ~ of the lL"ld ar•, population ~enait:r is OYer 1000 

persou per square kilc.eter, ou of t!ie hilh•st ia tha worlcl. 

I. particular !•tur• in !Qpt '• demop-ap!l7 i• hip ur'ben cor..centration. It i• 

estimated that ~ ot the popul.atia li•n izi the t.trban area o! ti•• cttin, vtth 

Cairo and 1'.lexam!ria burdened vi th 2~ o! the c:cunt1"1'• entire po!'Ulation. na in 

other ineloping countries, t.'U.s population incr ... • ?la.a been acc~ed b:r a larp 

lover-age bracket, •batantial ammal additiou to the writ !oree, sipitic:ant under

employment, rural nricntion to ci ti ea, arbu social tension, and very signi!icantly, 

pressares on agriculture and on the social infrastructure. 

52' of t!\e population is esti::iated to be in the rural areas ~""= th• :;erce:itqe 

in decrusinr. Becauae o! a substantial amount o! .. ucw ltll'Plo:naent, it is di!!icult 

to estimate the labor !orce that is wholl1 nployed in a¢c-.iltare. :£owner, it is 

Htimatec! that oal1 1~ o! the total epl.07ed labor !ore• is i:i icduat?'1'• 

The literacy rate bu now reached ~ !rom l:'Ou:d ~ in 1960. 

HIS'l'ORICJ.L PERS~Tm 

The mown biatoJ7 o! Zg:rpt can 'be traced back to ?OCO 1eara. ':he heme ot one 

ot the great divilizatione o! the wrld, it ha• both izifiuencec!, and bHn i:ifiuenced 

by»othe~· ci'f'iliutiona u the Judaic:, Greelc and aoman. At the croaa-road• of trade 

with the Far iut atnd African resiou, and unprotected b:r natural de!eue•, the 

countl'1 baa been a taztpt tor inudera tor tie laat 2000 1eara - Persiau, Greeks, 

Roman, BJuntinea and Cina•sian Mamluka, in the older hi1tol'ical period, and the 

(~rkiah) Cttomana and the In tiah in the hiatOI")" o! ttie last 500 yeua, ot which 



-,, -
t!le "lritiu period .. cO'fe!"S f.o 19£'•• iC:1Pt wa Wiil• the •control' ot t!1e !n::c.'t 

f'OI" o~ a few 1ff..-S u'"t'fe:- tlapoleoa Ju!t.a~e. 

!he ~ft"iod fram 1!o5 cu lie d:lwlfled into t!:ne ti!lle-Q&::a: (1) tbat beC:.=i=c 
ritll tile rule or the inat K"cmw AU.;/lhetlift or io'Pt (Cttwa Empire) 1!05-1f92, 

(I) tile '!ritia period• 1S92·195i ad (') tile PMt-a....lutioa periocl, 19'Z to t'!w 

p:r1Hll't. 

1'be imlutl'i.aUatioa of rent wa tlm attempted b7 !-to!IMmft Ali tbrOUf!l the 

...-J of f'onip experta, who at tlw peak perioci, ..-ne ._. te:i thoUand. ~ 

a1tl• tm:owator aad e~, ili., plam:ri to tnufors a nHistence econoey 

in• a mdern state. le ...pt to imreue the ccat!7'• •pi.cultural pote!ltial so 

aa te abaDCe the export• of qrinl.tval )11'.,_t•.to reduce imports t!:l.roq!l cl"e-

1.,...t of ~·· raw •tmals, .- to 1Nil~ up area prociac:tion tor hi.a !!!i.litar,.t 

c n111tpa. Suc!l deYel.O!ID&t both euund bi• ~eraoul HC".lri. t1 am eabled hies to 

~1 t:'i'bute to the Cttomu Port•. I!l t!lia pm-Rit the State ?:ecame '!:ct~ the prl.:

ci,-1 owner of all nltinted lam am! the !DDnOpol:r buyer and seller or t!le count..""!'• 

,,..nee. D;,ariq the periocl or Ali •• rule ( 1~05-18~) ~ •• irrigation •1Ste!l 

UjtUllefl p-eatl7 vbile t!!.e mama!ac~.an ot sugar, edible oila, ineip (with :ndian 

tS)H'ta), c~ton alKi coene vocllen textilu, cut iron products, -11 L~ alll! 

wrahi;:a r..arted eel proli!erated. 

~·· p-oviq cottozi exports, hov"er, acted as a '!:I.aeon attractiq foreip 

traclfts, !Gnip bana, romp c•ssei•• and, or course, European interests. In 18;8 

3l'i tain ccaclw!ed a :ajor tl'Ke treaty vi~!\ the Ottoci&U, a prori.ston o! vi'Jic!\ va• 

t'be abolition or state O'll"'..enhip of land i:t ?cnt a= tree tracie wit~ ~t. tie,rivec! 

of rnemae, on. the oa band, amt w:able to p.ve tarrif! protection tc the 'in!ant 

indUtZ'7'• on ~tie ct~, the cowitr;r movecl to place its sole reliu=e on cotton expert•• 
!mlutrial d"elopcent star.sated. 

:J ~-toat of the •ten.al that is covered in thi• •ection is ba•ec! on tw book.a: 

(1) the J:aptian Economy (19'2•?2), Robert Mam, Clarendon Preas (191i.). 

(2) 'nle InclutrializatioD ot 1&7pt 19)9-197,, P.ol»ert Ma'brc fr Sadr i'.advan, 

Clarendon Preu (19?6). 

I 

• 

• 
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!!le Kheil••• v~ followed ?·:obamced ;J.i f'urt!\er stro~re ~o i:1:rea.se -:::1 
cultinticll o! cotton and to dee;en the infrastructure aup!)ortinr i";. :or !tHti::g 

the cost of these cbjecti ves, .PA!'inr t!le tribute due to the ~.irldsh rulers and !or 

tlmdi:tr t!leir atraTapnt li'fi:C1 the KhediYes ran U!) a hue• Public De'bt, subst.m

tially financed b1 !orei...-..er•. 

Altha.a~ the :ottori Famine o! 1861-64 Cbroug!tt Oil 'bJ the .i\merican CiYil 'Jar) 

put i:Qpt on the •i..!f the world u a major supplier of cotton, the cow:try' • 

export .urplu•u vere frittered away in t%'1ir.g to repay th.• Debt or meeting its 

interest pa,,"l!llents. 

AU th• trappinp of colonial econoey vere presr-t even 'be!ore t!'le 3riti.sh 

took c:oatrol; of !Qpt in 1892. Sea:i.des e eccnomy foc:usainr on a ~ri!Ul7 agricW.
tunl. product, faYCNred uncier the :>ricciple of comparitiYe acvantage, tiiere vas an 

exploitable clus of VHlt!lJ' landowners, 11 5$ of vhOll held ~ o! t?te agricultural 

land of Wi.c!t 1~ was in foreign OW!lership. 

3ritain continued to aev.J.op ";his lo~aided or.e-product econai:rr, ::ov ori~ng 
to bear on it an expa::diq ra:.1·11a:r systn!, harbours and ca.Ws. 3ritain also ir.oved 

to i!'!lpl'O'H the fiscal fni::evork, brought in.to play lav anci order mec~.Wns, and. 

introduced social legislation i!1 !avou: o! the fellah so that agrlcul tu.re ceuld 

'become =ore price-res;ocsi'le. ':!he colonial power al.so encouraged an ~tian 
:»alitical elite vho used :JGverncent patronage to en.ioi&nct and protect t!leir landcwnez-

s:U.7. :::XCe?t for 1011:1 cottcm-gi.:-.r.ing and ~rocessizt1 9lante - under !oreign ow:ership

little iiversi!ication of industry took ~lace. T'~e 3ritish strongly believed in 

laissez-fair• a:ut only industries that were 'naturally prot•~ted' aurrived • s.igar, 

beer and building uterials bei~ proeir.ant o! this ~u;. 

:he eccnoi:ic ;iositicn in ?:gypt bepn to change !::cm 1920 on account o! negati're 

caasative !actors - the dlll!ands and exiger.ciu o! ':iorld ';Jars I and I: and o! t~e 

Great ~epresaion in the ir.ttrYeair..i period. The Oepresaion i<..~ocked the oottom out 

of the cotton export market, putting a severe test to the principle o! coe~arative 

advantages. Industrial diversification became a necessity. In 1922 a&nl< Mi1r wa1 

tor.istd wholly-owed a:id l!!anagtd b1 Ea»tiana and sigr.alled a new change. Simul ta

neousl.1, the last o! bilateral tarn!! treaties concluded by ~;pt car.• to a:i end 

in 1930, now allowing it to impose tarri!!s. Sy 1940, 21 ccmpani•• a!!iliated with ,. 
the 3ank were in productive ar••• a1 textiles, building materials, fi1heries, rr.ining 

, 
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ud ~harmacwtical3; end in Hr'Tic• secton as mantiC!• trua~ort, i?tSuru.ee and 

towi•• ·..:orld '.iar II reintorced t.lte gr°"1r.r industrial. trend a?1C! rr:an.y con.sumer 

products, ~cl• az:d non-durable, 'b•p.n ta :e intrcuiuc•d.. 

;\lthO\lfh increaaing!.1 large uounts ct land wen 'broupt i:ito c:UtiY&tion 

through exteu:h• irrigation, azul mul.ti-croppin« i:itroctuced to ~uc• cereals, 

weptables and the like, t"Jrther deYelopmet of agriculture could only be obtained. 

t!u'oqh large injectiou of capital.. Rovner, lr.ardened vi th di.-c~~ i ta ht.119 

pu.'blic iebt, while permi ttizse interest &n.d. profit r•p&tri&tion on private 
' commercial loan.a aad direct toreip invest~e?lt, ::oPt had very little capital to 

plwpback. Th• large lamiholders,vb.o held a di9!'ro:x>rtionate amount ot total 

lami,spent their ir.come on conapici.oua expemtiture rstcer than on imus~ey. Si:r.ul

taneou to th••• eYenta, a popalation explosion vas tak:inr place. IaPt vhicll was 

a labor-abort economy eYea. as late •• 19CO became a labour .. ..irpl.;ia cne. The land

.a ratio 'began to attain crisi• proportior.a. Social ter.aion a:d the a:i.ti-colonial 

spirit of the tit:les combined to tor.is a situation v~J.ch. cul.muted i?l tl\e ~eTolution 
of 1952. 

'hie Re•rol~tion :c:&a. a Sl:ll~lt 1:1d ~•fuU.tt tcono~ic pro~• a.:id ~~· 

politie&l wiJ.l to e&rey it th.MUih. Fer.most 'fits &l.:41 iiU a::.ct re!or.:, 

ltfiJl&tion fO:' Wh.ieh. W&S i:itre<iuced 'ili'fai?1 Si.% :nonth.s .Jf the R~•rolii":ion. 

The land aetor:ia lav sought to remedy a sitt.llltion in which the richest, some 2CCO ot 
them, owned 20% of the land, am the :i'Oore1t, acne t·""° millioc, 1~. 

The creation of new lane vu the Hcor.d obiective. Long•el:elved. !)lar .. !er the 

Aaavan !ligh ,_. were reai:tivated. Westtni !'oreiin &.Hi!ta.nce wa.1 10·.,..-r.t. #hen thia 'll&i 

ret'u1td., the Suez Canal vas nationalised i:1 the &rf'.i:lt!'l"; t!iat its rever.uea wcW.d 

now !i!l&nce the Oam. The British and 1renc~ reacted over the natier.alisation resultir.g 

in tbe 1956 #ar but not only t!i• ~anal stayed ~tian but t~• aoverr.mer.t se~estered 
all 3ritish and French industrial inter11t1 and ~ro~ert7. 

This facilitated ttie third objective of tne !lewlution whic!l vas to ra1'idly 

iaduatrialiH the countey through large JNblic Heter inveatme:it. In 1961, the 

Government nationalised practically all private industry, trade and ~ankicg. ~fatior.al 

plawng charted out a diversified path and iQ;it l:leran to develo!) ou the basis ot 

self•belp. Some 200 Public Sector Co-operation• were tol"!lled. ~oweYer, till 1974, 

-9J'OP'•ll was uneven. '!'wo War• weioe !ought betwHn 1961 and 197r. and substantial 

resouroe• were directed to military need•• 
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In 19;1;., ~t announced its O!*l I:oor ?olicy akin§ possi!:llt !.arge i::?Ut• 

o! foreign tech.nolor. and irtTesteent. In 197', !Qpt i:U.tiat.C peace tal:ics wit~ 

Israel and in 1979 a tl"fft:t of l)e&Ce was sip:ed betvffn t~e eou:ttries • 

The objective !1ere is tc ~rovide SOl!le pneral b&clqrowt: on the current 

economic-indu.1trial situation in !cJPt so that the 'transfer of tec'!ulolon envi• 

roament • (Section IV) can 'be sffn in perspective. iiovever, i-; is extremely ditfic:ul t • 

it not impo .. i'ble, to obtain either comprehe::.sive or consistent economic and indus

trial data on Er.Pt because of veil-recognised inadequate in!or.:ation syste,.s ar.d 

lack of inter-Mi::isterial Co-ordi:iation. 

!or the ~se of this ieport, it would be suf'!icient i!' a sr.i.-.:r.:antHative 

tmdersta:uli.ng o! the e?tvirocment coul.ci be achiend. This tl.0111 is attr.:~ted in t?te 

!ollowi:lg discussion. 

The G~'P of :E;rnt {at :narket :;:rices) has si.toW?t the !olloving trend: 

mS.4 

'T9?5 

4712.5 

.,.., .. - •/ .-.. ·; ..... .:.. -

(i'riet 'base not iao'W?l) 

The a:~ in 1976 stood at ii;19 ~-~-! .t.E. distri 'buted as follows: 

trr.! t: 'Iii .. ':' 
•••••.W•~• 

ftgricul.ture 13Z? - 29.4 % 

!ndutrial ::reduction eos - 17 •. 9 ;~ 

!:l.ectricity ;; 1.2 % 
?etroleum 191. 4.2 "" 
Co?Wtruction zoo 4.5 ;& 

~iatribution Sector 876 - 19.4 % 

Semcea Sector 1C~2 - 23.5 % -
"°'19 100 % 

(Price base not '.<nown) 

:I :~-.t • !·!illion; L.::. • !g-J:ptian Pounds. 

( 
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'a• ~~t&l. :i.nveat:1r:.t er,:entiture i:t ~?75 11&a u !oll:~s: 

?acb1atl7, petrol- - ~ .. ai. 
Ap'icultve acl irription 

b-maponaUoa llDl c:ona•icatioa 

lleetrieit7 
llou81DC mil c:outnictioa 

Services ••.:tor 

2'6 
90 

198 
27 

57 
103 -731 

The clinri'bation ot GDP betVHll the palic csd. private sectors, in 1975, 

... I 

hblic sector 53. ~ of Cl>P 

Private •ector 46.~ ot Gl>P 

In 1974, ezporta a4 iaport• wre u follow: 

Bltports 594.3 XI L.E. 
Iaporta 920.l & L.!. 

The compoaition of import• iA 1974 vu: 

"'91 

law aaterial• 

Intermediate roods 
Capital goods 

Conawaer pods 

Yai't: MM.r..s;. 
23.5 

294.0 

315.a 
124.5 
161.a 

920.1 

(*wheat 238.0 KM~.!.) 
ftve main component• ot "intermediate eooda" were: 

Greue•, tata and 0111 

Or1anic and. inorganic 1ubs'iuce1 

Pel"tiliHl'S 

sawn ·uuer 
Iron ban, reim:torcini iron, etc. 

Unit: MMeL•t• 

46.3 
47.7 
29.3 
25.4 

2.6% 
31.~ • 

34.3" 
13.5% 
17.~ 

100.0% 

.. 
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l&'nR'• 1974 ~ wre coutit1Retl. ot: 
11ae1a a.;~ 

law cottoa 47.~ 
.... •teri&l• 6.5,: 
Seai tiDiahe4 pods 14.4~ 

Piaiahelll prodllct• 23 -~ -
ioo.~ 

SiAce fcnrt' 1 ezport ffl"!liDCa tbroQlb. cotton .m cotton fabrics i• 

nblftmtial .m illpOrtaat, 'he tollovize fie'al'e• tor 1915 an pnaated.: 

Ccrt\Oll a.port• 

Co'ttOll 7a:m 

· Cot-toa wove 
O'ther cotton processed. 

constituting 54" of all ..,orts. 

370. 7 
162.4 
221.4 

93. 7 

848.2 

'?o obtain an ic!ea o'! the level of production of certain prod.~c";• in 

f.OPt, the following iJZ!ormation for 1974 i• presented.: 

Cnd.e oil production 6.9 million tons 

Iron ore l.3 If " 
Cotton 1c:i 179,000 tona 

a.yon 5,300 " 
P ... engv can 9,600 units 

.Acri cul tv.r&l tractors l,260 " 
st .. 1 :ntntorcinc bar• 282,000 tona 

'?V Ht8 68,0CO unit• 

Ret'ri&'era.tort 55,000 " 
i'trtili:en 100,000 ton• (N) 

Writin.r paper 30,000 tons 

Wubinc soap 570,000 tou 

Suc.zo 576,000 tons 

Cemat 3,200,000 ton• 

f.cnt'• cUrecUon ot tr&4e i• u follow (1974): 
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ip>rl• ~~l 15511\~U 

•u comr"n• 6.2 1.2 
Ban l:m'ope 25.0 54.a 
v..t ~ 35.8 19·9 
Aaia 4.0 15·7 
Africa o.a 0.7 
lllerica comtri• 18.6 i.5 
Kl• ..... 9.6 0.1 - -

100.~ 100.~ 

llo coaatnm dda i• aftilabl.• oa i.g'pt • • ,rovth rate. It is ntimated. 

tJaat ill tlle aecoa4 llalt of tile 509 GDP IZ'W at 5.~ per 79c (constant prices). 

6.~ c:blriDC 19'0-65 ..,_ •lcn.4 tllenaft•· Since tbe 'Ope aor pelic;r' 

(1973) tlle rate i• Cill':mrll7 estimated. at 9-l°" P• Wl1a (GllP). 

fte per capita income in 1974 wu 100 L.E. 

It i• •'Uatecl 'b,r aovv:mat that there are "•ome" 200 pr.nci;>al pu.bli c 

Mctor tirm in the i.A4\atrial sector prod.uciJ!I 65" o! the countr.r'• 

mmm!.c'tured. goods. It is also utiateci tUt then .re some l;,ooo small 

en&Dlial:ment• to the priY&te sector. 

It is Htimatecl 'b,r the CoYerammt thst the private sector in4mtr,r has 

1Aveste4 approzim&tel:r )00 milliOll Li in the period 1976-So most~ iA food 

processinc and. tertil••· 
The follOWin, 11 illunra'iive of the ,rowth in the pi-ocmcticm of the 

private ucl public Hctora (wboll.1' E&n>tian capital) between 1970-77· 

?u'bUc Sector P£ivate Sectar 

1970 98S MK L.S. 333 ~ L.:a:. 

1977 1990 793 MK L.E. 

'?he productiOll b.nalc up of the ;riv~• (wholl.T EQptian) sector in 1976 

wu u follow (value terms) s 

Tedi let 
Pooclnutt• 
Cbellical• 

incine•izie 
WOo4 m4 leather 
luiltinl material• 

26.~ 

22.~ 

9.0'.i' 
8.7" 

30.3" 
2.J? 

100.~ 

, 
I 

• 
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. The number ot private Hctor projec-:s ~proqcl b3' the Gen.ral 

Crpnisation. tor Ind.uatrialilation (COPI) i:i ~!te period. 1974-77 is aa 

follows: 

~chef' ?:o.iect:s &v.Ca:iit&l 'OU' ?t~~•C-: 

1974 358 19,100 L.!. 
1975 740 67,100 L.E. 
1976 693 94,800 L.i. 
1977 504 107 ,000 L.~. 

The total nm'bw of wr!cua in the private industrial ~tic sector 

WU animated in 1977 to be about 21000. Ja'ripte labour emplo:r=ent in 

Fcrpt i• divided ~ betilff!l the public cd. private sectors. 

The Joint venture Hctor i• the most ~c in the curnnt econoav. 

a of Iii.cl 1979 the Ceural Authorit7 tor Inwatment (GAFI) had approved 

1006 projects ill i'C'Ptt 'inland' and. 'free zone'. The :f'ollowt.ng is illustrative 

Of trends: 

I:lland. projec4;s 

Pree zone projects 

Inland project!: 

Manut'&ct~ing : 

N01MIWN!&C'tu:ri!l,f;: 

(tourism, tnveu:ant, 
banld.~, eontrac+.ing etc:) -

6 76 i:ium'ben 

678 numbers 

~" 
1006 numbers 

Capital distribution (inland p:-ojeets) is u :f'ollows: 

I&,cal. Cat)i tal 

M&Dutacturi~ 282,598 
Non-maziutacturil2&' 495, 585 

778,183 

?ortiS Ca~i~al 

2S4,2l0 
872,792 

l,157,002 

Joint venture runutacturtni intere1t1 (inlmcl) azoe distri•outed u tollowa 

(11116. 1979): 

( 
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M!paer Total i1:1•1est3.~": 

Textiles 14 .579 l-It! L.~. 
Food. an4 'bevermp 19 49 ti 

Chemical 23 66 " 
Wood. products 5 12 ti 

Buildinc ateriala 17 206 n 

Ketal.lurpcal 9 17 " 
Pbaraaceutical 3 4 " 
Kiniac and. Petroleum 3 2 n 

!!ncinffrinr lO 52 " - -103 987 n 

f•!;;~si tor ti!£ 2000 

Ei;rpt 1 s current econc::U.c ~ ind.ustri£l ;cli:ies are 5ea~ ~o ~h• ye~r 

2000. Thus, the ·~':itati·1e targets of this oiit;ost yea.r wouli 'ce :-ele·.ra.n-:: 

Per capita GDP i:lc::rease - 4 told. over 1975 t.rom 100 I3 to 400 t3 

(1975 prices) 

Population 

Total investment 

1975 - 2000 

GDP i:creue -

Share ot agricul:tu:ral 

- 67 million compared to 37.2 million in l9i5 

-
- 275 billion US dollars 

- trora 4519 Ziii;! W: (l9i5) to 31083 MM LE (2000) 

at l975 prices 

income in GnP - trom 29.4% in 1975 to 8.4 ;'~ in 2000 

Share of industrial 
income in GDP - trom 11.~ in 1975 to 22.;~~ i."1 2000 

Share ot services - trom 23.5~ ot a~P to 40.~ 

The main tcn"eip excbanp sou:r:cH ot tbe econol!V are: * 
Sues Canal Revenues: 600 MM L.E. (1979) 
Petroleum E:icports: 1350 MM L.z. (1979) 
T01U'i.1m 650 MM L.i. (1979) 

General !Zporis 600 MM L.E. (1979) 
Remi. ttance• trom over-
••aa fc7'ptiana 2000 i4f L.E. (eit.1979) 

5200 MU L.E. 



• 

'l'h• Tpgustrit.l Sct;;t 

Tht ;Ai'Clie Hetor iomiu:t11 ~:t. prod.ue":ion sector c! Ec'"nt, 
::&ml.!actu.ri~ e&pital, inhr.ned.ia.<:e u:i eoaswne:- ~ods (:!.ura.'b:e 

and. aon iurs.~le). 101~ o! the prod.ue~ion !t.eili~i•• are 

outmodacl IZlCl th• the 1978-02 national plan allocates Ver'J hi.eh ;rriori ty 

to the rehabilitatiOll aml moUrni:s&tion of u mm:r_y u 115 o! the 200 

public Hctor plmta. The plan alao accorcla hiP priori v to the houae 

lN:i.ltinc Hctor lllll civil ~utructure (brid.ps, roads, etc). !oWftr, 

l&J'pt'• Helwn Steel Complex and. the ~lie sector ceact plants, U"e 

unable to -.t c!emV"'• tar: baildi:lc •-;erials aml hcce Ver:/ substantial 

iapoa't• U"e ll!C!AC'7• .Uthou&h l=c er.&blished., an4 imea•e in aize, 

the 'val.u-w'ded' in tbeae enterprises is quite small, hea~ reliance 

beinC placM Oil imports. Tlma, ?fur Automobile• i• usentiall:r m 
.... abl.7 plat for putltDCW can. The lack of slcilled. factor.r labour 

m coutrw:tioa labour -wbo have ll:f.cr&'tecl to the oil.rich .i\rab States -

dalqa coutructioa u wll u the 1ftieiat tlOl"ki.DC ot plants. Ap.111, 

the lack of -am ~t 'teclmolocr' le&els to excessive !i.Di.shecl 

prod.uet irlvatorie• which ad.verse~ affects profita~litj m:d. 'plo~h'b&ck'. 

There i• coupicuou absence of prime sector i.adustrial activity, 

particulc}J in. hrs- aml medium size lmita. I:1 the la.st three or tour 

7e.rs, under tbe ope door polic,y, a rev nall units have developed but in. 

low value-acMing imluatries u 1ott drina md plastics conversion uni ts. 

'?here are some 15000 7er:1 nrall unit• in 'in4uat17' in eat&blisamerit• 

empl07inr leH than 10 persona. T"u;r a.re in areas as voo4 l:ld. metal tur:Uture, 

printing, WHZ'ine apparel, iron smitq, auto repair, etc. 

IDewi.1e, there is little ot T?fC 1.:lveS-:ment in :'Qpt nth tile private 

sector. 'l'BCa a-e ~ant}J usociatecl with the public sector in joi:it 

ventures. Even 10, it i• esti.Jl&ted. that lea than l~ or :r;rc (ani foreign) 

inveatmct ii in illdmtrial prc4uction. Hcwva-, both Government md. !oreirn 

n.nm are lookiJ:I&' ~ovarda the developmnt or & private sector 1:1 l'.gypt. 

The IAttrn&tion&l Konetar.r i'un4 is Willing to make loans a.vaila~le to 

private senor tina it the:f cc uae:fUl.q employ large ronip exchmie 
inputs. 

The u.s. Apl1C'J tor Intm"n&tional Development, the Worl4 iank, the l2C 

couirtrte1 are equ1!7 willing to tUDl J'crp'tim ind.uatri&l development but 

currentq most of the rums •e 'oei~ 41vvte4 to the economic Wru*ructure. 
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While EoPti• c~ital in joint vetures is i:lC"reaaiJi6, the ~aition 

at the encl of 30 Jae 1979 indicates fonip i:iterests controll~ 65? 

of .qm.ty capital (Source: The General ..mthorit:f for !nvestcct and 

Pree Zone•)• As nated earlier, moat of the f'onip inveaant i• in 

ll01l induatrial anu (toari• projects, i:l'lestmnt ccmp.Ues, cozrtractiq 

projects, houtac projects. etc). 
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The Arab Republic of !cnt bu a repu.blica f ors of pftnmect ia vbidi ti. 

cbief of atat• ia tlle Preaioat of tbe bpublic. !be PHaidr.lt is t» aatioa'• :r..it!' 

encutift o!!ice:- Al1ci ";h.e ~cm&M.u-:.:t-chief'ot i.i:s 1.r:ei !cr-:es. H• A.ppo~ta 

oae or HN rice prea1cl1au. le alH appoints tile PriM !till.iater vbo ia c--1tltd 

oa the Preaidnt'• .. 1ectioa cf cabiaet siaiatera. ftut Pre.UOt also appoiata the 

eo••n'lOZ'S vllo adlliaiater SaPt'• 25 gonnaorat••· 

The Preaideat ia D09inated b? Pvliwat am elected ia a aatioaal plebiacit• 

to a. 6-)'Hr ters. The cabinet ia IMMecl b7 tile PriM Miat.ter, •o appoillta cleput7 
priae misters to nperrbe JrWpa of :tl.lliatera limier t!lea. fte latter ere 

oquiaed b7 area of apecialiatioa. Ia 1917, for eaaple, t!Mn vere fin cleput7 

prise misters fOl"!lcoueic Attain, Social Oenlopleat .. Serricea, Foreip 

Affairs, illz' aDCI Mili~ Procl•ctioa, .El.ectricit7 aad &aero. 

'?he Lepl $z•t• 

?'G'Pt'• legal s,atn, vb.ich i• modeled OD tbat of Fnnce, inclad•• lower, 

upper, appeal and .nprea courts of jutice. ~ should fonip lava appl.J, 

i'Qptian. courts ba•• jurisdiction u all caaea iA'IOlriDC ic:Jptian parties. 

~ !'Qptiu judiciar'1 bu presernd • sn•t 4Hl of iJ:lt•srit1 ud i.Ade

pendeisc• onr th• JH.Z'S• Judie• camsot =e !orci~l1 retired, eel tb•:r are aiabject 
only to th• ruli.Dcs of the Supreme Co~itutioaal Court. 

:'c7Pt'• Ciril, Commercial encl 1=ri~ir.al Lava are modeled on T!'ench Lav. Islaaic 

conHntiona 0Dl1 appl7 to '.social lava•. CIDheritacce, Mrriae•1 diYOrce, etc.) • 

.!crPt ia a •sber &DCi aipato17 to ~via ConTe11tion (1939) on I:uiuatri&l Proper"!y, 

WIPO &Ad the Patent Co-operation 1.'nat;r (PCT). Ecnt bu u examiAiDS sr•tea and 

pate11t• an nlid tor 1' 1••r• and Izutuatri&l Deaip:1 10 ,ears. The Patent o!!ice 
ia af!iliatect to the Acade117 of Scientific Research and TecbAolol'J'• 

Likewise, J:opt i• a member of iAtenatioaal con•eritiou on tnc:tnraru. TU 
bclnarka Regiatr1 ia under the Supeniai011 of t!w MiiliatzT o! Comerce. 



.... 
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!'ipn I Ulutratea tM plac1Mat of tM Miaiat1'7 ot IAc1UU7 !.: the 

.-.ral. tn'NWrk of Goftwtal edtriaiatratioa. '?he fip..-e alao indicates 

tllt pl.aceaat or two k•7 upaiaUou vhicll we uaociated with tnufers of 

tectaolaot (1) tM Cieaeral Orpahatioa for IMutrializatioa (GCJFI) and 

(I) tM O..ral Aatbority for Por9i.l'?t Investillen"; a:::. ??-ee ZQne ( G.\....-Y, 
,.. a.rt). 

113 hblic Sector Ceapuiea report to tM MiAiatr7 of Inclutr1, 77 to other 

111.aiatriea. 

-GQf'I i• a RCCeUOZ' orpaiaatioa to tM General Orp1d zation !or the Bxeev;':ion 

9f t!le Fin•YNI' tan.trial Prosr- aDf1 ... eatabliabri iD 1958. It is a bocly 

with a j11ridical statu a.ad bu a !oud of Directors whop Cba.ir.MA is t» Minister 

.i Iaclut17 aml Hiaeral 9-lth. It is situated ill tbe Mi:liatr: of Industr;r. The 

D.J•to-d&J operations of ti. Orpzliu.tion is directed ~1 tb.e Deputy Chair:an of 

tbe ao.rd (preantl.y, a.g. IVahia Mobued Sllarkau). B7 the definition of Us 

ftmctiou, (wbicb are presnted 'below) it would appear as .alel7 a ~tio?J&l 

llDll uri•r:r 'bocl7. iowenr, iA practice, it bu ;en delegated authority by tb.e 

MiAiatry of IllCllultZ7 to take execnatin decisions i:i •tter of iaauiq Induatrial 

Liceues c ... S.ctiori III), exerciaiDC i:lport coritrol, etc. GCFI eaaentiall1 is 

coacerud vi.th product• ancl ••rrices t!iat coa vit!Un the jurisdiction of tlie 

!U.ai•tZ'7 of Izidutl"1• 

'?he CrpAizatiori structure of aon is presented i:i Figure !I. 

aon 111Plo1• 1300 peraoaa o! v!iich 800 are eagineers, teanician• aiid 
com=ercial st&!!. 

'?be f1111cti0Ga ~bat GCJ'I perform are listed belov: 

1. Fol'lll\llatiozi of ii:tduatrial clenlopasent pl.au ucl def~.cing induatrializatioc 

policiea, to aerY• the public ud private ZC1Ptiar aectors, •• vell •• the 
JoiAt Ventlll'e Sector. 

2. Collectiac data caacernilsl industrial productioa and aaaistazsce in the 
d1-a .. ination ot iAtormation on technical and technological inno.ationa 

ud lmOW•hov• 
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'· !)raaining the mo.t efficient utilization of ~•w and existing industrial 

capacities and aaaistaace in solTiDg technical azid technological problema. 

~. Idftlti!ication of in•estllent opportunities baaed on aTailabl• local and 

natural re.ourc••· 

5. ~ O\lt pre•iaYestlllent and teaaibility studies ot industrial projects. 

6. Participation in aegotiating and concluding qnements on technical ad 

econoaic co-operation and obtainiq external financing tor industrial 

de~lopment with iaternational organizations, foreign go•ernments, and 

priYat• enterprises. 

7. Stwlyiq applications submitted by Arab and Foreign in•••tors to the General 

Authority tor Arab and Foreip In•eatllent and Free Zones tor establishment 

of industrial joint Yenturea and P,ri.Dg rec:cmmendatiou u regards the 

Yiability of the propo .. ls within Ec:rPt's social and economic targets. 

8. ~Di.cg applicatioaa submitted to tlw Ministry of Indtatry !or obtaining 

or Lic•ue• for establishing or expand.iAg aaticaal industrial priYate enter

prises. aon•a recomaendatiou are giftn in the light of certain conaideration 

or the internal eccmoaic situatioD and the need ot local conawaption and exports. 

9. hrticipatioD, with concerned comp&Aies, iA preparing speci!ic:ationa and general 

terms of teftderiq and iA tba concluaion of contract• tor delivery of :nac!1i:lery, 

equi;ment, accessories and spares as well u know-bow a.:id technical assistance 

tor th• establiabment. Renewal or expanaion of i!lc1ustrial ?rojecta to enaure 

the 110at !aYCQr3bl• contract terma. 

10. Follow-up implementation of iAd'Wltrial projecta. 

11. Pl"omotins local UDufacture of achinery and equipment through control of 

iaport requests to exclude itema for vhich eatabliahed local iAduatri•• can 

aerYe the sue pvpoae. 

12. Promotion ot iAduatrial deaigzi in the mechanical, electrical and electronic 

field• through two apecialis•d centres aerviag th• aboY• activiti••• 
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ftnenl Autbori.tz tor Ipnpnt UCl rr... l.oaet CG.\11) 

GAFI ia an aatoaoeou bcMIJ with a !oari of Directors, vbon Cbair:laA is 

the Milliater of icoa0117 ad i'.conoeic Co-operatioa (aH fipre I). It vu creeted. 

u a body with juridical persoa•lit7 b7 a O.cne of tbe Preaidat of tba Republic. 

GQFI ia represented. OD tbe Soard of the Authorit7. 

Law It) of 19'1~ c ... S.Ctioa llI) d•fina tbe authorit7 of GAFI • GAFl ia 

reapouibl• for tU approql of all foreip. ianabeat ill fapt, tbe prwtio1i, 

approYal an support of Joi.Dt-Veaarea aacl the approYal aml ...,.._t of Free 

1.oa• Projects (both Public ad Print• Free Zoaes). It ia alao tbe ~ vbi.Q baa 

\be authorit7 to appron tbe statutes of Joiat-Veatun Cc.paaiea. 

'?'be buic Orpaizatioa Strachn of GAF! i• preseatecl in Fi.pre III. 

'ft» routiae twactiou of GAFI are: 

1. '?o prepare liata cowering the types of activitiea and projects iA which 

toreip capital ia invited to participate in !'Qpt. 

). To regiater iAccming capital. 

~. To •Pl'Z"O•• reaimittancea of Det profit• of compaDiea approved bf GA..'"I. 

5. '?o facilitate proeureant o! per=ita neces8U'1 !or e:acutiDg project• 
where foreign ianatilent ia inYOlTed). 

GAFI bu a Tut acope of r .. pouibilit7 since foreip innst3ftt (includi:g 

Arab iAnatmezat) 1A all sectors ia controlled by tb• orguiation. Induat17, 

Making, iAnatllent coap&AiH Ml"lic• coaspazsiea Cu inauruce), tovi•, recl.uation 

of ba .. •n land, etc. would all come within the ambit of GAFl'• reaponaibilit7. 

Apdm !or Scientific Reaeuch yet Teclmolog (A.SIT) 

I.SW? ia the focal bod7 in i'c:Pt for acienti!ic and techAolocic:al. rea•arcb. It 
11198 conatituted b7 Pre•ictential Decree iA 19?1. It• Preaident baa MiA.iaterial rank 

8lld direct ace••• to the Preaid•nt of the Repu~lic. 'l'be AcademJ baa a CoUAcil, a 
Council'• Bureau, a 'recbnoloa Secretariat and 16 apec:iali .. d RHearcb Council• 

CU)Yerinc 80 reaearch orsanizationa and centr••· 
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A :tW::t:e~ of auton0110ua acieace and techaology inatitutioaa are affiliated 

to tb• AcadftlJ' - u the Natioul ie•arcb. Coucil (1,. rena.rcb. diriaiou, i.o 
laboratories), Agric:ultwal Reaurcb. Centre c1i. imtitutioas), the Natioul 
Iutitut• ot Staadard.I, tbit Patent Office o! iQpt, tu Atoaic r.iera :tata'bliabaent, 

tlta National Iatoru.tioa ancl l>ocumeatatioa Centre, P•troleua h•arcb. Institute, 

lncin"riag alUl Iadutrial Desip Denlopaent Ceatre (iIDDC), etc., 

Its priorit7 areaa of re•a.rch are food and qricW.ture; c:outruction; healtb. 

ad enriroaaent alUl natural resources. 

Ita 'buic tuz:actiou are: 

- to 8'1ppol't scientific research directed to .olution of national probl ... ; 

- to •ncounc• applicatioa of =oclena technology to econcaic ancl social 
denlopeeat; 

- to en.co'JNge strong lillkages at the national leYel acne scientific and 

tecbnological organizatiou; and 

- to co-ordinate and participate iA scientific and tect:uiological researcb. 
alUl in deaaemi:i&tion of in!o~tion on modern technologies. 

( 
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SECTION III: FCLICY CONSIDERATIONS 

r.....:. .. NS?3E OF T3Cr:~c:.OGY 3}~!I?.ONM31'T 

Eistorical Fers'!:'ective 

I= t~e 2.as't 30 yea::::-s, 3.;:-~.~pt has ~:iergo:r:e ?::aj or social and. 

pol~tical tra.r.sfwr=atio~s whict have f:=-equ.ently 

its econo~ic and indust::::-ial pc:icies and thus its rate and 

extent: o"! industrialisation. Its present attitude with 

regard to foreign tecr.nology and investment is largely based 

on the need to restructure its economy so that Egypt c::n 

squarely face the needs of its exploding po-;:U:aticn. 

:2g"'pt currently has a deficiency of ad.ei::uate ;:iolicies a.."'ld 

of many past policies a.?:d actions a::::-e ve~~ ~ro=inent in tee 

present i~austrial sce~e which the Gcve:::-ni:.ent recuiY~s to 

be "."~s::aped. 

In this Report, reco:=me:r:da ":icns are !:lade :or ne"-'! policies so 

as to orient transfers of tec~-~ology in directions desi::::-ed 

by the GcT1e:?":'l.mer..t. These p~:.icies, however, !!!:1st -:ake into 

accour.t others that ha~e prevailed L~ the past, their 

strer.gths and weaknesses, as well as the i~~act they have 

had on econo~ic, social and industrial str~ctures and development. 
( 

Thus a 'uick review of ttis period will be very useful and 

will provide the background and rationale for the findings 

of this Report. 

The development of Egypt's indus<;ry sir..ce tr.e Revolution of 

1952 can be studied with soce pe::::-spective a.~d co~venience by 

considerin~ its evolution, or place~er..t, in three ti~e periods: 



------~--

::: . 
~·-

(1) that 'bet~-reen 19~2-60 be:ore wide-spread natior.alisation 

cf business and industr:r (2) that :et~een 1960-1971 when t~e 

Fublic Sectcr became the v:!.rtua.l owner of all i!:iu.s"::rial 

business assets and the pri.!::e a..."'lc sole e~£':.ne cf ?:.a'";:.cnal 

eccno::::iic and industrial grc~~th, and ( 3) the post 1971 period. 

11·hen fo!'eign ir-vest:lent a::d. !:lode'!"!l technclozy are bei!lg 

promoted, along with :;"ri ... ate sect er C.evelopi::en t, :o'!' '!'S."Cid 

pla?:ned i~dustrialisa~ion and the trans:cr~a::.on c= a auasi-

agric~ltural society ~to an industrial one. 

?olicies ~~ the Fericd 1052-1960 

Until the poli~ical crises teat arcs~ arou..."'li Suez Ca:..a.l i1: :956, 

t!'.e F::-ee o::ice~s c: ~i:e P .. evol'..ltion ccncer.t:r-a~ed ~!'l :a:-.. d 

re:o~ and left ir.dust~y to operate under laissez :aire 

a.nC. "':raie ~.:ere in the pri\"ate sector, a:id :::~r;:tiar,-ccn--:ro:..led 

ind'.lst!'ies as tnose o= -::-~e EIS?. Grc:i;: and :he' .:.=baud ez:;:ire \, 

cc-existed a.~d competed ~it~ fcreig?:-ccntro:led cc~;a.!'.ies 

( ·..1.a.,. .... o, v -,i· ..... "' ... enc,,, an,; B ... i· ·~ C!..., .;,.. .. g ... oc:!•s) -e.--.. \\ 1rw..:.J. -- ••• '....I. - i....i...., ... J. ··-·----..., • Eg::rpt' s 

:avouraole balance of trade pe!'!:itted it to ope!'ate without 

:oreig:i exchange cont!'ols. Custccs tar~iff oarriers were 

possibly tte or.ly dete!'!:ina::ts as to ~hat ~ar.'.lfact~ring activi:~es 

would be feasible in the countr;r. 

Egypt's population w~s yet to ex~lode and a~riculture ~as able 

to a'oso::-b the la.:or :"orce. ~;::.th E~ypt being traditionally 

pro~ressive in social policies as health, educa~ior. a.~d 

housing, a low rate of econo::iic and industrial growth .... ·as r ... ot 

a mena.cir.g factor. 3ven though, by ~he mid 50s foreign exchange 

controls were introduced, industrialisa!ion con~inued to be tardy. 
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for:na~ion cf a Ge:::ie!"al Crga."1.isa"';ion :er Support c: Ini'..lstr:: 

~·!!':.ich :...-as ir.~res-ted · . .;i th specific po...-ers and duties. In 

l'nits in specified a!'eas of operai:icn, and all r.e~· ;l!'::i"':s, 

~o be regis~ered in a aegistry ~o?"Zed u..~der ~~e Ge~eral 

Organisa~icn, ar.d created ar obli~a:ion or. -:~e: to acide by 

of regist:ra.tion. 

o: -:::e s:a:e. \''T'~ T,,.,_.; -~•..,..i!::-1 ~:::.-~ ~ .... Q..,.. _,.,.e ---U-~---~ -·-:::---.--, :e 

I::. i-:s prcmc":io:::-.. al 

Orga:.isa"':ion. 

de ter::ir:a ""::ior.s ~ Q~ ':.!.: ~.; ~ .. +~ 
- -.-.---"'--- ·..1.;•, 

.,.,..OC. ... ,.,... .. 1.· ~"9"'1 ,..,..""",.,.c""'- a.."".'" .. · •c _,,.,....~.; .-4c ~""c""" ··~ --,... ~~-Qc-..: - /..:-,.....,..,c.; ......... ~- _..._! ......... ~ .!-'_ ............ _:::::;::>, ~ ::-,....,,·--- ..i ... .,,_ ,._ ......... ....,."""' ___ ... __ .' ----~= .... 
p~ocu~e=er.t ass~stance. 

sa~io~ 

desi~ and i::ius-:rial :cns1...:.. tar.::7 serrii:es, F..&D la":o!'a:~ries, 

c!'gar.isa~icn was changed tu that c: &i:ecution ('Ger.era.l 

Orga.r.isa:~on !or the Ezec~ticr. o~ :te Five Year Industrial 

Pr !"' .. .,...:!,., I) .... ~-.....:. . The Orga...~isa~io~ a~ain changed its r.a~e a little 

later to be=or:e the preser.t :}ene:!"al Orgar.isa tior:. :or 

Industrialisa-ion (GCFI). 

• Law 24 of 1977 ha~ created a new Industrial Re?ist~r with 

the cn~s o! registrati:n on the ~rodd;er of gco1s (investment 

ex~eedir.g L.E. 5000). 
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Revenues fro~ the na~icnalisation of the Suez Car.al, exports 

cf cotton, touris~'letc ~d from domestic i.r.dustrv were ... 
inade~uate to finance large industrial ven-:Ures since 

agricultural. projects, as the Eigh Aswa..~ Dao, placed cajor 

demands on resources. or f oreig::i 

investors, were net =crtr.co~r.g enoug~ to take the place 

puc:ic sectcr ~~est:ent. This paved the way for the 

trading ho~ses a!li practically all ir.dustrial ur..its, forei.:n 

ar.d dot:estic. 

The 60s saw the e~erger.ce cf a giant ?utlic Sector ~oth in 

trade and in1ust:-y. Industrial prod~c~ion was either in 

very s:all t:..."lits (f~rniture, leather, weari~g apparel, etc) 

or in the Go~e~ment Sector. Na~ional Plans acq~ired greater 

mea.~ing. Where fcreign financing ~as required, z~,~~·s 

policy was to accept unconditional :orei~ aid or ur.conditicnal 

foreign loa...~s. Tec~.~clogical reliance began to shift to 

USSR and cou::tries of the Eastern 5loc. Si!!!ultaneously, 

industry began to depend on local institutions for tec~.nical 

assistance. A co~prehensive techr.ic~l-research infrastructure 

began to take stape. 

However, pro~ress was uneven in the 1960-1971 p~riod. The 

1967 war saw t~e destr~ction o! substantial property, 

includir.g industrial facili -ties. !.'!ili ta.r;r needs usurped the 

d d b i d • ' 'b il . A • i 1 . ~ i it resources nee e y n us~ry. w. e in~uswr a ca~ao __ y 

grew (the h".:ma.n ir.frastructure) assets gro~:th wa.s stemr.ed. 



. -

Laws 156 and 475 cor.~inued to be in force during the 

peric1 but ~eazre forei~ investment was forthcocir.g. 

After the 1967 ~ar, the Gove?'!'..!!lent libe!"a.:ised its attituie 

to the private sector. La~ 21 (of 1958) wtich was ccn-

ceived en a prcootional bias, but which was ad::~ist~red 

er. a discricztinatcry * basis i!l the 60s to favour the 

diversion of resources to the ?ublic Sector, reverted to 

its initial bias. A new Law 32 (of 1966) was introduced 

to enlarge scope for joi~~-~e~tu~es bu~ it ~as aci!!:iniste~ed 

~o the adva.~tage cf the Public Sector. Even so, it cnly 

drew forei~ investz.!ent L~ pha!'!:aceuticalsand petroleum. 

Fo,~ci.·es i~ ~c~·-1071 ?~~~od 
-- -... • - ... - rt - ... -- -

T'~e entire national ~d i~dustrial scene ~as ur.dergo~e a 

'sea change' since 197:. In Septe:oer 1971, Egy~t adopted 

a new Constitution. Articles 2!, 34, 35 and 36 recognised 

that the State will ;rovi~e protection to private property. 

The Constitution provided safegi..iards agai~st secuestratior., 

nationalisatio~ and confiscation of assets. The Su;reme 

Ccnstitution Court was for.:ed to ~udge const~tutionality of 

laws and regtU.ations. 

The '?irst foreign invest::ent law', Law 65/1971, concerning 

investments of Arab funds was enacted, wtile earlier laws 

defining 'foreign invest~ent', in general, remained on 

the statutes. This Law :foreshadov:ed Law 43 of 1974. 

A "General Aut~orit.~ fer Invest~ent o! Arab Fur.ds and Free 

Zones" was crea~ed. The law per::litted, on a ~c=ew:.at 

* Industrial activities in the Private Sectcr" GOFI Report, 
August 1978 (Prepared by Deputy Chairn:.an's Techr.ical 
Office) 
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restricted basis, the re~atriation ~= capital but ;rovided 

guarar.tees against secuestra:ion, r.ationalisatio~ a..~d 

expr~pria~ion eY.ce~t throu~h ~udical processes. 

In 1973 the Goverr~ent recog:iised and ~stit~ticr.a:ised the 

'parallel !creig:! exc~..a..~~e market' (Decree 422 cf 1973) so 

tr.at E~:ptians living abroad cculd freely utilise :arge 

foreign funds for the creatio~ c! :Sgy~tiar.. assets. ~his !:as 

i!:dustr:v. 

1973 also saw the presentation of the 'October :aper' w~ich 

e~.nur.cia~ed Egy;~'s plans to provide libera.: mea?:.s fo~ the 

par~ici~aticn of Arab a::d ?creig:'l Ca~ital in 3g:rpt's eco~o~ic 

development. A national Re:ere?:~~ (I<!e.y 15, ::_97~) e~dc::-sed 

Gove!"!l!:ent's ~lan =or aggressive indus~rialisation. 

Law 43 of 1974 exte~ded the safeguar1s ar.d g"~a::-a::.:ees c! Law 

65/1971 to all :'::>rei£"?'l ca'='i tal, and fur:he::'!:!cre, ~rc·,ri~ed 

addi tier.a! ir..ce:-::':i~ ... es. 

Ea-:vpt's C~en Joor Policy (October Pa='e~) a:"...r..ou=:ced 

objectiYes: 

a) acceleration of econo~ic growth 

b) decentralisation of decision7making in state-owned e~terprises 

c) J:.i'.~era.lisa.tion o! private sector activity in tech.no:ogy 
and .in~.restment 

d) creation of i?:frastructu:-e to absor·:J ":he tr.rus":s of 
eccnc~ic development. 

e) inc en ti ~res to sti?:1.llate foreign a.."l.d local imrestmer. t 

f) reshaping of Gcver:-.::ent' s owr. ir.~.·estment ~olicies. 

I 
I 

I I 
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Law 43 c: 1~74. Jbr a de=i~ed set of ;ro:ec~s, ccr.sidered 

contr!b~tive in ter=s c! the ~a~~cn's sccio-ecor.omic i~teres~s 

a::d =ational ~la!!.s, the La~ facilitates !ree inflow of foreign 

and A:-ab capital {L"lcludine ~hose of ~g::.~tians coaicilP.d abroad) 

cor::erring on it s~bstar.tial privilifes, guarantees a..~d 

ere~ptions. Foreign ca~ital is allowed. to participate in 

'inla..~d' ar.d '?ree Zone' projects; such participa~ion, in 

general, being assoc·ie.ted. ~it!': ?ub:ic or ?rivate Sect:::-s i."l 

cf ca~ita.: ir.. !oreigr. hands is :easic:e i! in ;ub!ic interest. 

a"'d eo"".;'9".,.,e ... • ""'a- 0 -..; 11!1.~s ........ ~ ~::. __ .; .. _vec_":".e~ ....... ~!'c-_·--~ ~s • .....,_ ..... :-- ... " , ..... '• -. -~ , ~ .... - - - - - In tangi ·::.:.. e 

assets suc!l as ?atents ar.d t!"ade~arks, held oy resi~e~ts 

a bread, togeti':.er vi ~h !'ree foreig:l ex::har_ge sper:t i:: 

"pre:ic:ina:o:r studies", ca..'"l be ca~i talised a."'ld !'orm par-: of 

invested ca~ital. The Law also pe~its a !oreign ccmpany to 

purchase, wi~h :creigr. cu.-renc~, stock in an existing Eg;r;tian 

co:::par.y. 'S~ecial Priority' is given to pro:ects which will 

i~crease expor~s, encourage touris~, reiuce ic.port of basic 

coII!lllodities and to projects "w~ich reruire ad~a~ce~ techr..icaJ. 

exnertise o::- wr.ich ??:.eke use of ":ate~ ts and t:-ade?:arks of world 

wide re~utation". 

Privili~es accor1ed to 'ir.land' joint-ve~ture projects are 

li:eral i~pcrts of macciner:1, e~vipment, ~ateria:s ar.d s~ares 

withou~ i~pcrt license (out on condition of inspection), freedcm 

fro~ Goverru:ient scrutinv of te~ders and te~der selection 

(otherwise renuired by law), tax-holi'3.y on profits etc. 
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Joint-ventures ~ith pubiic cocpa.nies are treated as ~rojects 

in the ~ri~-a.te sector, without havi~g to su:scri:e tc 

:o~alities otherwise ap~licable ~c ~~blic sector ;~~~ec~s. 

Law 32 of 1977 a=ended Law lLJ so as to liberalise it :f-:.:.r"'::!:er 

ca.p:. 4.: a.l. I::pc r-tar.t l~ 

(a) custo=s ~ut::.es or. ca;iital e~uip=ent :U:;orts ccul.1 be 

exe~~ted by the 'aut~ority of the Eoa!'d' (G;.FI) (b) certain 

.,._,..ov~ Q .. ens o~ 7 ·aw .:1.3 ,,.::.,..e ox•e,..,.; .::.,.; •o !:'· __ ... - - ..,,,, :I'; -- -- .. .................. v 

Eg~rptiar. ca~i tal ween associe. ted v.:i th !'ore:.~ cap::. ta:, a..~d 

( \ ... ·- .. ,; ... ' c; arci~ra~~on was exten~ea to cover a 

pcte~tial c~n!'lict. 

Otne!' laws ha-.:e !'ollo•..red to e!lhar..ce "=he :-cle a: ':he 3~rptian 

!)!'i ~rate sect~!' a."ld •i ve to i ": i~centi ves. 

them are laws 86/1974, 137/197.1. a.--:.d 118/197;. Brcad.l~r 

of ra:w ma t:rials, :aci::!.. ta::e th.e associated i.!:;-cr-:a :-io:: ;:~~ced 1..l?9es, 

a?:d exe~pt t~e e~te~pr~ses esta~:ished ~i~~in the ~~a::e 

r.a:ional :ndus~rial development plans, froz taxat:on*. 

I .., c..,.,.;.=...,. ... ~.,..,.." .... ~~A""""" ...... ~ ...... ~_~,.._....,... __ a~i· . ...,r .•. ba_:: 0_, Law 2• c;_ ... ~'?"7'"'1 ···as •• _ ..... __ \J'.J !-'"•'-"'·-"""'- ~ ... - Mo. - " 

enacted. m~1·$ ..,.A~l'~..,.es a~ 1 ;;....,.S 
..... - ...... ~ ......... .J..- ~ -- - , 

'lhich are e:igaged in ir.dus--:ry, to vcluntar:.:y register 

themselves with the Indus~rial Regist?""'J. Failure to register 

deprtves the fi~s fro~ any f o!"I!: of Go7eIT..ce~tal assistar.ce. 

• La:-gel~' the laws are in t!".e cc:ltext of tr.e ';a:-a:lel f o:-ei~ 
exchanfe carke t ', 
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g:-eater sa~eg-~ard.s prcvided i~ ai:e:ld~g !.aw 32 for foreig= 

i?:.7est::.er. t, 

T~e resctirces pcsition o~ ~y~t 

cotto~ and 

at a ~~::e' 

bi.:.ttstressed by U.S. AID, loans :roe ~crld Bank, I::F e.!ld 33C. 

:r.e c~l-ri~~ Ara.t S:a~es. 

c~ 

to re:y quite r..eavily on goods. 

On the ~ebit side, there is great need ~or reccnst:!"'~ction o! 

factories which were damaged il! ~he Wars of 1967 a..~a 1973, 

and the rer...abi~"tation o~ p:..a.nts, I:.OStl;1 in the rub:ic Sector, 

w!:.!.ch a~'! ei::::;:loying anti~i.:.ated !!lachine~r and tecr~c:ogy. 

~r.ere is also de!:'.C:lstr9.ted need for the ~e,:elo:;~ent of an 

organic and pet:-o-c!'.emica:s coun tr;r w!".ic:-. is vir"t~a.:.:y non-

existent. 

ce~P.nt, alu::ir.iw:! etc. cannot meet its local reo~ireoents and 
has to resort to imports to ceet its large de!icier.cies. 
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E~pt's !!IS.?lu!acturing industries are not sufficie~tly 

back-integ?"ated. And the tariffs situation is sue~ tr.at there 

is little i.~centive for it tc take place. Therefore, substan-:ial 

parts of its automotive L~d consucer durables i.'"ldustries are 

essentially assembly o~erations, vith very lo~ value-addit:cn. 

Liberal grar.ts of i=.port licenses !or joir.t-venture projects, 

cocbined with the i=pcrts =ade t~..rough the parallel fcrei~ 

excb.2.!lge ::arket, !:ave also i..'"lduced a si tua-:ic?: ..,:!':ere b~r large 

id.le capaci t:t is crea-:ed i!l ot!'!e~,,;ise viable :acili ties. 

Again, for ~ar.y of the fac~ors er.listed above, the :az-ge 

nu::bsr o! Gc-.:.re~..!::ler.. t ~esearc!':. labc!"'a-:o:-ies, d.esig:: ins ti t-:.:."":es, 

etc. a~e ur.ao:e to ~ake tteir co~~~ibuticr. to ~~dust~ial 

develop~er.-:. 

While Eg~"Pt has a :arge p:~U:.atic~,a.~1 its people ta~e de-

~onst:-a~ed ar. aptitude to tecr-~ical education and tec~:..:~a:/ 

tec~..::clogical prc:icier.cy, the!'e ~as be~ a 'b"'!'air. drai~'. 

Nearly t~o ~illion skilled Eg:v;tians are living outside in 

cou:: try, ve!""J largely in the cil"-rich Arab S"::a tes. T!:.is 

has caused a. ·.;e"'!'·r sigr..i!'icar.t s!lo"'!'tage o!' skilled :persor:nel 

!or Egyptian industr;r. !urtl:.e?'I!lcre, the Public Sector- w:iere 

the bulk of indust:-:-r is situated - i~ unable to draw upo= 

eY.isting skills because working cc~ditions, scope for 

ad~ance~er.t and salary levels in co=peting ~rivate sector 

:oi!:t-ver.ture ~rcj~cts are far more attractive. 

Largely for ~~e historical reasons cited, 3gy;t has a 1e~icier.cy 

of ade~uate policy instr1.l.:ler.ts to carr~r out its large _p:-ogr:::.-:':"es. 

It is we:l recognised, for exa..~ple, that because 
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~ectanis=s, its infcr::aticn syste~ is ur.derie7elcped -

which leads to confli~ting assess~ents of t~e ec~no~ic 

situation a.~d its ~erfor.ta..~ce. There is no data base en 

indust:-::r which can be used fer ~arket stu1ies. Like~ise, in 

the area of trans:'er of technology and ::'c::-eic:r.. in-:rest::ent, 

t:!;.ere are only ir..:'o!'::al, s~.·ste?:s of info?"::.a-:icn !"egis~::-a:ticn. 

:'or ill'.!stration, aYailacle d.a:a is so sca.!':-::r :!':at it is not 

possi:le to even roughly assess what i~oact freser..t :'lows of 

technology ar.d in-.;estoen-: are :::a~ting on the industrialisa":ior.. 

of t~e ccuntr:r or its bala.."lce of pa~~ents. 

:,ualitatively, hci:·•e~1er, -::::e oi.·e::-all ne-: position of :::e ir.dust!"v 

and econ~~Y oust oe vie~ed as cpti~istic. In ter::s cf 

te~~..no:cg:y tra~s~er, a ~~a~le s~tuatic~ e~ists. 

er lobbying ;o~er. S~r:-.:.:a~::t, •·...-o..,..~ ..... -- -
are no fcrei??l enclaves (in real esta~e, ,... ... ~r+.,,....;,....~~ c• ) :--·...,a. ...,. __ ..... a:; - "'c ' and. 

therefore, vested ex~atr~ate interests. 

co:icentrations o'! econoi::iic power ir. private sec";or :..!".::..:.s-+:r.', 

there 'being ~rery few large private f:..ros. Ttere is al.so 

conspicuous absence of :abour ,roble!:!s in t~e :on: of trade 

U.."lion agitat:!.cn. A,.,,.. .;:o; ... aii~, a·, ke~r ..,· ... ~.;e,..,,~ ... .oi:=c·• ... c.os 
.1i.,; .. "'4 --·~ ... II.., -- - ,.; J.~c::;...,_ .... e;:.. ... .. _...., """"- .,,,, , as 

petroleu:: or minerals, are whclly in the hards cf Gc-.,e::-::::en t, 

outside c'! po·,.;er blocs as tt.e 1'rao oil ca.:-tel er -:r..e TKCs. 

A bread i~~:ica~ion of the above descri~ed enviror~ent is t~is: 

for tr.e proper cha.n.~ellin~ of forei~ tech."l=logy and invest=ent, 
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a!ld if ~olitical wi:l is ~rese~t to utilise t~e i~st!""..l..!?:.ents, 

t~e count~; cay ~e ao:e to :,ursue its sccio-~ccr.c=ic 

enccU!ltered by other 1e~elopi~g countries, ~here entrencted 

!orei.IL?l and docestic ~onopolistic a."ld cligc~clistic syste~s 

ha"re to be first disz:ia.."ltled or modera-<;ed be!"ore balanced 

economic development or social justice ca."l be atte=~ted. 

?or its plans of ·bala!'lced ~!'ldustrial C.eYe:c;:::nent, £g~::;:-.' s 

policy instr...utents have, ~ndeed, to create !he er.tire sec-.ors 

cf i!ldustrial activity: i'~ 1 a ~!:>r"?0-1 • ... ~+s' \<::.I -- e - ..._._ "' 

o: :free-stand.ing 3~r~tian-ccr:. t~o:.led e?: te~;r:.ses \t:t-ic!1 car. 

exist independen! cf :creizr. i~ves-.~e~t er }o~e:"!ltler.t's 

su":sidies* and (b) a s::all-U!'!i ts' pri"'..~ate-sec-:o:::-, :...si~g 

tec!".niques ;,..,.; .• -~ ........ (s 0 e S'°"-~,..., ... ~r) -·•-....,,3 vJ. V _ -- •--•• w J su;pc:--:i~g, 

~.,,...; ---
Or..e s:; !"a.r.ge 

have nei t!:.er adequa-::e c!:ar.::els :or entry ir.to -:te cour.:~r-

i~sti~utic~al ~echar.is~s - n~r is ~::.ere a clear pcli~y as 

(g,s Law A.3) to ~--~ ..... - !:'~...: -'.; .., __ ._.,,, --·- ""1-- . • , • ~ ..... is .:.s a g .... ar:l.r.g .;..acu.."la 

which needs to be u:-gently redressed. It is to be nc-::ed that 

o~e o! the major pro~le~s that devel~ping coU?:tries as India, 

Mexico, Argentina a.'"ld. the Rep-..i·:lic of Ko:-sa. - ha.·.;e fa.cei, ir. 

to , ,,,.,._~a:::· ..... ze 1 ~ r~'".· s'"'-•-r"' o.f' -. "'- "'-h·'".·oi_,..., i:--: ::o •'-- • ... · , · ...... - _...__.• ... a.i..o - ...,4 -=., ... ..,;J.::.. .. w'!Cr~O~O~,t ~a.."'l 

* Thus reverti~g, for exa~:le, to :he L~de~ender.ce c: the 
r.:I3?. G:-cu:p c~ e~~err,!':!.ses in the pre-1960s. 
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flow in dives~ed from investment. wit~cu~ a parallel 

i.."lcen ti~re t'.echa.r.ism :c:- direct t:-ansfers o! tecr.nolo~1, 

Law 43 would i..~deed in the a::o::ialous position cf hav~ng 

. +•t . , .. ' 1 • ,, 
ins~i utiona.isea pacKaging . 

On the other ha."ld, t~e jcir!t-venture instrument appears to be 

a~inistered ~ithout e~phasis being placed on a desired fo?"!: 

of 'packaging' (in the. context o:!' Eg:r;it)- that is, the 

accc~:-a."liment of ~anagerial systems and oe~hodology. 

This lacu.."la again needs to be remedied. 
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of i!ldust:-ial ma.."lu!acturir..g p:-c:e~ts. .;;:proval at=.ttcri":? is 

dist:-ibuted. a=ong se"":-e?"a.l Ministries and auto:'lc=.oi.:.s er-
• 

ganizations. Each i::anufacturing unit r::us-:: o~tain -:he app:-~:r..ral 

of the aut~ority ~hich has 2urisdiction ever the ~reposed 

field of activity. 

c rgani sat icn for- the supervision c-f indus'"::ri~~ activity, it shares 

:he ovs~a:l r9sponsici~i:y witr. Minis:ries o: Eea~t~, n~using, 

-che Gene~l Aut!:cri t:; for Inv·estI!lent a?:.i Free :ones (J..:.?I) 

Ir. this Re~crt, fre~uent re:erence is ~a1e to tte rcles of - -
As stated earlier, 

are au"":onczcus bodies ~-ri -:!: sepa~a ~e Boa!'ds o~ :>:.~ec:o~s, 

Chai:i::ien a.~d Deputy Cta~:n:en. 

personality and are created by a ~ec~ee of the ?reside~t 

of t!'.e Re~ublic. The Board of ~;..EI is u."lder tte Chai~a~ship 

of the M~~ister of Econcmy and Ec~r.oi::ic Cc-operation. That 

of GOFI is wi tt the Chai~an of t~e K! .. ~istr:r cf Ir.d~s":ry 

and !hneral I,\ eal th. In teI'!lls of project ap~rovals, ~.::.EI is 

tr.e "prevailing aut=:ority" in respect of joint-ven-:u::-es, 

Pree Zone p::-ojects and forei-zn investment. GOFI, o~ the other 

hand, is essentially a.~ advise~' oo~y in respect of project 

approvals to which the Ministr:.r of Industry ha.co delegated 

executive authority in sc~e speci!ic areas. 
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The au~raisal and anuroval of industrial projects take 

a co~plex shape in Eg::~t as it has adop~ed, on the cr.e 

hand, a decentralised syste~ :or approvals, and on the 

other, a culti-agency syste~ for appraisal. At the 

same ti~e, there are also certai."l sharp differentiatior.s 

in the methodology applied to three sectors of ~dustr~al 

a.cti"Tity: (l) ·the Eg-.r:p~ia?! P!'iYa.te Sectcr (2) ":he Join-: 

Ven~ure Sector (with public or ~!'ivate capi:al) az:.d 

(3) the Public Sector. Further, approval authority :i!l 

each of t~ese sectors is either control:ed by sepa.ra:e 

laws or by a legal ad~ir.istration procedure derived 

fro~ sets of law. 

To give perspective to proje~t licensing, a..~d to avcid 

detractior. from detail, the followi~g classi=ica:ior. 

is first provided: 

P!-ivate Sector Proiects J 
Private sector oanufacturing projects, nith wholly 

Eg:-1ptia."l capital, are car.trolled by La.,., 21 of 1958 w!:ere 

the ~otal ir.ves'tl:lent ir. a project exceeds LE. 8000. 

Each priva~e sector uni~ must obtain tte approval of ~r.e 

Ministry ~hich responds to (has the jurisdiction over) 

the proposed field of ca.nufacture. Thus, the Mir..istry 

of Industry wou.ld ha~e jurisdiction if the p::·oposed ;reduct 

was an engi~eeri!lg ite?::, the Ministry of Health if a 

pha.r::i.a.ceutica.l, or the ?-!ini.stry of Agric'l.41 ture if pesticide. 
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Ap~roval is accorded i~ the fcrc of an Industrial Lice~se. 
This would. stipulate tb.e loca "":io~ o: t!'.e :;:la."'l. t, its o .... T..er-

ship, prod~ct to be made, its specifications, ~a~ufacturi~g 

capacity, etc. 

Law 21 reauires for.talised ap~raisal of a proposed ~a.!lu:acturing 
acti~ity for testi~g its econot:ic a~1 tec!:.!:ical sound..."'l.ess. 

This is done by assessL"'l.g ~arket esti=ates, ~achi~e?J·, 

producticn·syste~ proposed to be emFloyed, etc. 
The oo:ect 

of the Law is to ensure that t~e ca.ndi1ate project has soc:.c-

econocic relevance a."'l.d F:ace=ent iz: National Fla::. 

Tte approval auttori t~t neei net a:.·;:a.:vs to be t'he ·:oC.y t!" .. at 

appraises the project. 
~inistries as Eealt~, 

3ut in a la.r;:oe r.un1oer of cases, !-'::.?:.is";ries ·..:i2..l send. ~ pr-:;;osed 

project to GO?! :or a~p:-a.:.sal. 

A detailed scher:atic of 
~· ... e "".,.,.,.,,..!:l.; sa~ /a. .... "C .... o··~., .,,, ..... C::..,!"!'_ .... -1 ~-- ,. __ 

procedure :.s 

::presented i."'l. ?ig-..l:-e IV. 

Jcir.t-Venture ?roiects 
~a·.·· .a.; cf 1974 governs t!'.e apprc";al of projects in ":he ~oint 
venture sector, irrespecti7e c: its !1.at~re - industr.r, la."i.d 

reclamation, touris:, etc. Law !3 applies to ·co";!'. :pri\·a-;e and 

public sector fir:r.s. 
The question of the perce~":age of :oreign 

in~restcer..t that will :::ake a project 'a joir.t-·:er:.ture' is r..ot 

defined i~ the Law. 
(In the E-5:r:;:tia.n s~rstem, J..00% fcreign 

owned ma.."1.ufacturir.g er.terr-rise will 'oe an exception), 
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po~ers, prc~eat locatior., ar~ic:es of ir.ccr;c:-aticn, its 

'priorit7 status' etc. 

The appraisal of the technical and econot:lic of ..... ..-c.e 

project is usuall.~r done t.y ~he e·ra.:!.latc~· depart::.e~ts of 

Minist!'ies who have the necessar? ex::iertise. Thus, a te:r:~ile 

project hill co~e to GCFI :or appraisal Nhile ttat for a 

. drug will go to the Mi!".istr:r cf Heal th. Yih.il-e G~..FI will 

ap;rova.:s ~a ... ;-e to be tes"':sd 'for t!:e :;ur;:ose cf r~alisi.r..g 

the ob:ect:.~n~s of eco!'l.ccic a.r.1 social :.e~relo~r:er.t •.••• ar.d 

national ~lan ...... '. Thus GOFI, a..9!.d tr.e }Ii:!.is":ries are 

proceaur~ :s presen:ed in ?i.p.;.re 1 •. 

Put:ic Sector ?ro~ects 

Whereas La~-1 .13 places the !"espor~sibilit~r for ap~rovals cf all 

joint venture prc~ects on G;.FI, a.r.d Law 21 on respondi~g 

Mir.istries,~or all p!"i .. ra~e sector projects, tte!"e is no 

d f'll'l'l°'""'a""• 1a''' _.. .... .,.+rol1 i.,.,,. •r.e ~ ......... ,., .... ~., o~ .,.,,,.....,~ ~c 09 ec~o- .. ,..oiec•s '-' .... _._ •• w .- J _,..,; •• .,, - ··~ \J•• .. ::'::'··· ..... ~ - :-"-.J..- tW .., • ~·" 1.,,. 

Presently, these projects are cc~ce~~ualised, icvesti~ated - ·- . 

and for=ulated at various }')Cir.ts (GO?!, existing f1;.blic Sector 

Companies, M".n1s·tries, etc), a?'ld 0?1 endorser:en t by the 'High 

Council for the Sector' and 'General Assembly' (situate in 

( 
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:ievelopce!lt Plar.. a:ter cor-sul-:a":ior. ·11i ::: -;;~ .. e M:.r.is-:ries of 

?inance and Pla.w:ni~g. Inco?"~c~~ior. into the Pl~ co~s~itu~es 

approval. Projects i."'l. :-:.ew Pu"::.ic Sector Cc!:l?Cies, ~•~ere 

so proposed and endorsed, become established when a Decree 

by the President of the Re~ublic creates the ne~ co~~ar.y. 

The cuestion of at:nraisi::.g P...iblic Secto:!." P:=-oj ects ( ·.·thich 

are not in joint venture) does not arise si!:.ce ~h.ey are 

for::ulated L"l ":er::s of 3~yptiar. capita: a::d ~a-:icnal 

necessity. Highly qualified persor..z:el of =ate t~e spo:r.scr:.::.g 

Si~ce Public Sector ur.its.do~ir..a~e t~e ind~st:=-ial eco?:.c~y of 

3g:rpt it :nay be reasc:r.a"=:..e to dwell a li :t:e o?:. ~he ~re: e~t 

f or::U:.a. ticz: e:terci se. ~Io st o :te;: ope?"a :ing ~ct:.pa:iies ~he=.sel"'les 

a.re spor.scrs o: ~ew projects, either in ter:is ~f prod~ct-mix 

diversification, additicn of ne~ product, ~cd~::-!lisaticn cf 

pler..-:, or its reta~ilitaticn. 

is below L. ::. 750 ,OCO, the cpera.ti::~ coo!=a.-iies ca:: tce::se:·jes 

'a~praise' the project, obtainir.g sanctior.s of ftl!:ds frc~ the 

respondin~ Ministries. Or they can seek the assista~ce of tte 

Techr..i.ca.l Department of GOF!. 'lfhere tte investment exceeds 

L.E. 750,0CO, the role of GCPI enlarges. Project viability 

ttust 'ce vetted and endorsed b~ GOFI. Host ~fter., for tr.ese 

large ;ro~ects, both GOFI and tte candi1a:e ~nterprise will 

work together on project presentation. 



A sche?::a.1:ic of 
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Thu.s far, fc'!" reasons cf ~:..v!.!!g :::la!"i t~r to t!:.is a.;;rc~-1-

app!"aisal s;rstec, facets re:a ting -to techr.clogy sui tac.:.::. ~:r, 

tb.e use of f::-ei.gn tec!".r.olor.r, ar..d a~~ra.isa:s/ a~pro~rals of 

fcr~ig'!'l licensi~_g ccnt~acts, has Oee~ held ir. aCe72!lce. 

The diSC'.l.Ssio:c. or.. tr.ese ca:: ?:.c~.; follo·n: 

To tte exte~t t~.a.~ t~e C~nsul.tar.~ was exposed ~c 3~r;tia~ 

industr;r, ~he assess~e~t is ?:ade t~....at =ost of t~e tecl:.~cl~g-J 

of ec'-Ai;::e~-: a::d 

~achin.es, in ef:ect, have also Oeer. tCe sup;li~rg a= ·~ec~:-o:c~z' 

of pla.~ t pe~sC!"..!lel. l:.a.·:e ca~st:. ":'.l~ed -;....o Ct;.lk ,.,.;- te:!'".r.o:cgy ...,_ .. _ ...,_ 

tra!'!.s::'er o1c.-cYot•- IT';... • is, -:~~s!"~ !:as teen ~o.,.•• li t-•1 0 ,...~ ___ _.._ .... "'*~. ..... a .. I -- ·.' -~·- ..,_ 

license a~ee=e!'lt ?las ~ct been as do::i::a.:;.t, or a.s i::l:;:orta!'lt, a. 

criterion in 3g::r~t as ~ac~i~~~r a~~?"a.isal, its i=port 

considerations, and arran~ements :or traini~g ~rogra;;J:es. 

Govern.mer. t-to-Go~rern.cer. t technical co-opera ti on prograI:I?les, 

in the J:·redcr.linar. t Public Soector, and :urtherr.:ore, · .. ri th the 

Easte~ Bloc, also account for tte passi7e acceptar.ce o! 

technology ter:s. 
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~owever, un~er the 'Ope~ Door Poli~y' and the currer.t 

~ard push :or indastr~ali~ation, ccr.siderable ccier::. 

as also ;ater.ted an1 b?'a!:d-na!:le products. T::.us, the need 

for appraising tech.nc:c~, ir: itself, a?:d as re!lected ~n 

the li~ensing &g?"ee~e~t, is beco~ing important and urge~t. 

~here is also growin~ a~areness that the supplier o: 

tec~no~ogy ca.~ be ~i!feren~ fro~ that a: 
=achir.e?;T/equi;~ent, and hence, independe~tly r.egotiacle. 

of tte ~ee1 for ea=h itez o! ~~e shcpp:.Z:g :~st, its relatic~-

s~ip to o~~er items c: t~e list, t~e exa::i~a~ic~ c: i!:pcrt 

r.eeds, t~e a::a:ysis or revie~ speci!:.ca-:!.or .. s of 

!'aW ::::aterials a !!. ___ o"': -~ ... :.. ..... .o ..... r/.o,... .. ~..,,...o~• a .. a.· .., ... oc.·,,c-s 
-- - --~-- ....... ·-- .: -~·.:"""'~!:'--....:. .. ~- :'-' ...... w , 

etc. Tc date, this has been feasib:e beca~se se=ret pr,cess 

knowledge is not the major const:::uer.t of =iost ::.a?:u:a.ctt.0.rir.g 

propcsals. .Use, the su;~:ier o"! ~te eq·.li.p::e!l t or tec~"lology 

has ger.era.!ly not hesitated to fu~ish the full s~op~~g 

list since !:i.ar.y industrial pro~ects are agse:cly operatior.s 

or cor.stitu~e processes o! well-pract!ced art. 

~1th the large current influx o! modern tec~.nclogy, Eg;/pt 

would na~re to pay considerable attention both to al":en:e.t.!.Ye 

tec:ir.olcgi~s and to alte:T.a.te suppliers of the elected form 

of tecl"..nolog:v. Thus, :or exa.~~le, it would have to first 

assess the merits and de~erits of ~aking steel via the b:ast-
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fu_~ace or 'direct-reduction' routes, and i= the latter is 

elected, to ap~raise the best so·..lrce for the tec~~alogy 

( ~o-~e·~~- :i·~e~so~~> 
""' a...;:' "' ........ !S - - ·- - - • J..fter such eva.l~a.":ion, E~·pt wi!l be 

able to take de1..·isions on where it could procure the equip:ient. 

In summary, it would appear that the technology appraisal 

procedure in Egypt has many weaknesses which need to be 

remedied. 

In resp~ct of licensi~g agreements, there is no specific law 

or lega: provision in the Egyptian system that requires the 

registration of agreements. Equally, there is no e~press 

provision i..~ la~ for tte eval~ation of ag::-eements to test 

t::eir acceptability in the natione.2.. f!"a:newcrk. Keitl" .. er at 

the Na'tional le.,.rel no!' at the ~!ini"3'try level is 'there specific 

or general docU!:lentation of apprcved O!" negotiated licensing 

contracts. 

However, in testir.g a ca::ufacturing proposal fa!' the is~~e of 

the Industrial License (under law 21 ), there is casual review 

of the agreeme!lts accc~,anying -:he c~didate !'ir::s a:;:plication. 

In I:lOst cases such agree~er. ts would also c.over purchases o! 

~actinery fro~ abroad. Often, the cost of tecr.r..ology would 

be included in the cost of mactinery. 

In calender year 1977, it is reported* that soce 800 projects 

were ap~roved in the local private industrial sector. 

• UNCTAD ~eport, Acade~y of Scientific Research and Technology, 
Ewing & Hassan i;ov. 1978. 
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Of these onl;r 5 i~vclved tech!:c:og:.r license agree::::e~ts 

with forei~ co=par..ies. 

In calender year 1979, it is esti~ated by GOFI that it 

'revie¥ed' 96 agreements in tte precess of approving about 

800 projects. Of ttese 87 were for the scle purchase of 

oachiner.,, e for the co~bined ~urchase of machinerv and 

tecr~~clogy, a.~d one alone involved a straight-forward 

licensing agreecent for forei;:n tech::olcgy. ~o data ~ere 

cade available to the Ccnsulta.~t or. agree~ents reviewed 

etc. or tr.cse reviewed 

by GAF!. In general. disc~ssions wit~ G.~I it was ascertained 

that no specific appraisa:s cf te:r.::ology licensi~g 

ag?"eements were made by them, the greater a~tention being 

paid to investtie~t agreemer.ts and 'articles of incorporation' 

of compa..~ies (whi:h are its major responEibiJ.ities). 

ReP-istration of Mar.ufacturing Pro~ects 

A ~rivate sector fi:-m ir. Egypt, with ~~ally Egyptian ca;ital, 

or a jo~nt-venture !ire with foreign capita1, will have to 

register ma."ly of its ac:ivities ~ith ~any bodies. The 

following is a listing of tte registra:ions that are now 

in effect. These are p;q•.~ided so as to 'Crevent ~r.e:: ::-op; 

being associated with the term 'Re~istr-1 1 as cor.venti~na::v 

used ir. connection with Go~1ernmental a'O-oro•1als cf tech."lology 

a~reemen~s in other develo~i~z cour.tries. 

• 



.. 

.,. .. - , ._ -,,, 

would ha.Ye its =~u:ac":uri?lg activities. 

2. ~e~is~ration wi'th Industrial Regist=-:-• ur.~er Law 24 of 
1977. This registration (now getti.~g u..~dersay) 
serves, basicall~, a statistical pu!1Jose. 
(Failure to register depri7es a fi?'I:l of se~re::-a.l 

Governmental facilities as raw me.terial al:ccation, 
custom's licenses, etc). The Registration procedure 
re~uires the firm to vcluz:~a::-i:y disclose its owpe::--

ship, location, ~ar.u~acturi~g ca~acity, prcduct-I!'!iz, 

3. Regist?"ation ir. the process of a:taining ar.. Industrial 
License under Law 21. 

(its ~ "'"'O"'"'""C"'"a•i· ,...,.. ) 
-·- -~·- ~ 1,,.) •• 

with 

? • ~egis-:ra.-:icn c-! r::acr.:..ne!"y a!ld./' or tec!'-.nolc~r e.~reet:e!'". "ts 

with t!':e I-l!::istry c~ :aw (attestation o: pa..!"ties ~o "::!le 
contract, da~e of a~ree=ent executio~, etc.j. 

f orei~ 

e~chan~e is paid for tecr..nclogy. 

o: t!:ese registrations or..:.1.r i 'tel!! ( 5) is cpt!.onal. 

It is evident !rom the above, that several ~ec~.::.c:og::-re:a~ed 

i:a t-: ers, a:;.d . a~reements ~~ereto 

at one poir.t or another, 1.~ the Gove~.r::lental system, 

Theoretically, it should be possible to co~vert or.e of the 

regis~ration offices into a statist:cal office, !or the 

registration of agreei:er.ts, tec~..!lology pa:n:ents, etc. 
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Jurir-g the current Eission it was not possible to determine 
how pa~rments o: technology fees (royalty, lu::i-osU!:l etc} - ' 

were bei~g ha."ld.led er c!lar~elled L"l 3g::-;it er ~tat record.s 

were oaintained by central bar-ks on re:mnitta..."lces so rtade. 

?his lacuna will have to .ce filled in a subseauent ~ission. 

T!!e Roles of the 'Technical' ar.d. '~ocal Eanu:'actures' 
~e~art~ents of GOFI in nroiect a"Onraisals 

It ~rcbatly would not be incorrect to sta~e that GOFI ~ould 

t~:rpicall:r a"C"O?"aise about 60-70% o~ all i!ldustrial i?'lvest:r.ent 

in the country. Appraisals would be done not cr-1y fer the 

projects o:' the Minist~r of Indus'"::r~: but, as said earlier, 

also for those adm:L"listered cy G.A.E'I a!'ld several Ministries. 

Tecr..no-economic appraisals o! sub=itted ~rejects are 

carried out by the Tecr~"lical Department of GC?I which has 

several hu..~dred engineers. The ir.dustries covered oy the 

Technical Departcent given i~ fig-.,.re rr. 

The appraisals a~e carried out in the context of a:i in!or::ation 

system comprising of sectoral studies~ ,re-feasicility studies, 

Naticnal Flan esti=ates and the like. In some cases, the 

a;praisals would be for establishing projects in the Public Sector 

in other cases, they may be revie1.rs .in the 

con~ext of laws 21 or 43. Ettphasis is largely on economic 

viability and adequacy/suf!'icie!'lc:V of machinery, raw c::aterials, 

import cor.tent, etc. 
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~ a.c~:ncwledged .weak:ess i!l the work of the ~echnical 

Department, as po~r.ted cut i~ Fara~:=-a.~hs2.:9 a.~1 2.20 cc~ce~s 

ap~raisals of the tecb-"lology to be applied i..."l production 

syste~s. There are also so~e deficiencies in ~he i~fo!'!!laticr. 

system. Thig,however, is being re~edied with the help of 

UN!DO in a separate progr~e. 

T:::e major ft.L"lCtion of the ·~ocal r-:a."'l.u:a.c-

tures• Depart~ent is tc maxi=ise the use cf local car..~facturi~g 

facilities/componen~s (tocls, dies, etc) and local se~rices 

for erection, faoricaticr., etc. T~is Departoent se!"":ices 

all industries :hat cc:e ~ithin -·_.,c \,,,··-

pu_~iew and all indus~rial :.ro:ects i.r. ~~e Au~~ori~y of }~..FI. 

The Depart:er.t has no responsibi:i~y for the projects o! the 

Ministries of Heal th, .?.gric..U. ture, ?etrcleum ar.d K:.li ta::-; 

?ro~uction. 3ut it ~elps o~her Kinistries as Ec~sing, e~c. 

Depar~cent acts cerely as an ad~~iso:-y body. However, for 

all projects witci.."l the Ministry of Industry's ... a.o:i..,,, the 

apprcval of the Depart~e~~ is obligatory. 

This approval is exercised by endcrsi..~g pro:orma invc:ces 

of applicants so that custo:s clearance can be effected. 

Effectively, the Department exercises import control. 

Fer.:issibility of import, however, is not merely deter.:i~ed 

by available local c~pacity or ca~ability. TiJ::le cf delivery, 

speci!ications that can be met, pricing e~c are also 

considered. 
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The Licensing Departp;ent a.~d t;e Industrial Licence 

The Licer.sing Depar~ment is a part o! the GCFI adl:l~istrative 

system. The Department is principally concerned with 

a~~rovals of ~rciects in the ~rivate sector established 

with Egyptian capital. It partici?ates as a cc~~cne~t 

of the decision-complex ~hie~ issues the Industrial 

Licence. (See Figure rr). 

The applicant !or an Industrial Licence would ~a~·s alrea~y 

obtained location approval from the Governo:rate in which he 

wculd be establishing his plant. And he would have also 

purchased (or leased) the necessa:-y land, which as a land 

(or lease) deed he wouJ.d present to the Licensing Depart~ent. 

The applica.~t will also fill out a profonr:a question..~aire 

(application form) which will indicate in brie! his 

feasibility study, ra~ :aterial re~~irement and sources, 

machinery require~ents, import needs, !inanci~g scheme, 

product-mix and production, a.~d source of technology 

(know-how), if any. 

The Licensir.g Department then routes the application to 

the concerned cell of the Technical Department and to the 

11ocal Manufacturerst Departcent. Often, in endorsing a 

project, the Technical Departcent may set conditions under 

which the project =ust be i:plemented - for exacple: 

effluent control, product to meet national sta.~dards, specific 

materials to be used (if, say, product was a cooking vessel), 

etc. Likewise, the 'Local Manufacturers1 Departcent may set 

conditions. 

r 
I 
I 

( 
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The ccCI:lents of all screening '::odie-s are ther. iisci.;.ssed 

at a Licensing Cor::Ili ttee w-r..ich :fi.r.a.lly auti:o::-ises ":;he 

issue of the Ir.dustrial License. This Coi:::::littee, 

chaired by a Senior Director of the Technical Depar"";ment, 

is cooprised of representatives from: 

the ~inist::-ies cf Eccncmy, Staniardisation and Statistics, 

L~dustrial Federation (a Gove?'!l.I:'.!ent-industry group), 

Industrial :Banks, 

and representatives cf the Ministr~r cf Ir:du.s":r:v as: 

- Ind~strial Cantrel Departoent 

Legal Dspa~t~ent 

Technical Departz::ent (ccnce::-~ed cell) 

and, cf coU?"se, the Licer.sing Jepar"7.:ent. 

Details of ~~?I's Re~iew Procedures 

Tr..e focus in this discussion is only on i::~ustrial :cint-

ve~":u.:?:"es re•1iewed by ·}A.:::'I* (See ?igu.re · V). 

GA.FI relies on specialised Ministries (as Health, Agri-

culture GOF!, non-Gcvern::ient o::-ga.r.isa.:ti~ns (U'N'IOO, 

wniYersi ties, Government. a.."l:i ;ion-Gcve:"!l!tent con-

sultants etc. for the particular and general appraise.: of 

~h j + . i•• . ... . • ... e pro ec .. s suci:t ... "ea 1.0 i-.. 

Public Sector Prc~ects: These projects are specifically 

built into National Industrial Flans, tr.us indica tL"lg 

both their econc::.:ic need an: :he !·~inistry that will r.ave 

the re~ponsibili t:.; !or i.tq:lem~nting the:n. A project, in 

* Free Zone pro~ects are not discussed in this Report, partly 
accordi?l17 to the 'ter:::s of reference' of this !'!ission, 
and parti~r on the reasoning that industrial development 
of Eg;rpt is genera.11;1 not af:'ected by a ecisions made 
in the ?Z Sector. 
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terms of its technical a."'ld economic viability, ~culd have 

already been appraised by the relevant 'Sigh Cou.~cils for 

Sector' and 'General Assembly' before the sponsoring 

Ministr:v submits it to GAF! for approval. 

The role of GAFI, in the appraisal process, would 

cor.seque~tlY. relate to the exaz:ination of the ca~ital 

st:-ucturing of the project, the equit7 to be con~ri:uted 

by the foreigr. ~Oi.."'lt-venture ~artner, general enuity from 

the ~ublic, the debt/equity ratios in ~he projec~, raising 

Qf debt, the statutes of inccr~oration, ma.."'lagecen: rights 

i~ the administration of the Cocpa."'ly, etc. together with ~hs 

appraisal of the contractual a~eecents between the parties 

to the joint-venture. All cf these particulars would generally 

be fur!lished to GAF! in the fc:-m cf structured profo~as. GAFI 

would also ~xa::ine the free currency i.n!~uts of tee foreign 

venture ~artner, the reasonability in the capitalisations of 

lrnowhow, i.."'l tellectual propert~r (pa tents, tradertarks), cac!:..i!:ery 

and tecr-"'lical services (which are to be fur!lished by the 

overseas partner), the profitability o! the e:'lte:-prise, 

etc !Qi:et~er with considerations a.a to whether the ~roiect 

is oriented tQ eT.norts or to iI;;~ort-su~stitutior.. 

The 'Research and Studies' wing of GA?I has the responsibility 

to appraise all of the latter matter ani to suocit its 

re:oI!:!:lendations to the 'Tecbnica! Cocz:ittee' of GA?I. Fi:'lal 

approva: is ~1·.ren by the 'Pro.~ect Approval Boa:-d' a!ter the 

project has tte endorsement of the Technical Comr.ittee. 



of the ?ri~·ate Sector would not ha:.re bee!! pre-appraised 

by any Gove!T.z:ental orga!lisa~icn. T~e.:-e:ore, 'ce:o.:-e } . .;.:?I 

takes on the task of ap??"aisin~ capital st!"tlcturation, 

etc it ~ould submit the project (in t~e above-~entioned for=at 

profor::as) to the Ministry or Organisation havi~g s;eciali-

saticn L~ the prc~osed fie:d o: i!:dustrial activity. This 

lat~er group would appraise the ~rc:ect in ter=.s of its 

na~ional eccn:~ic re:eva~ce its ~ ec!'..r..o-eccr:c~i ~ :~as::'bili 7,y 

and ft.U":":.ish its ~evie~ to GA?I. It •ou.!i then be ~~ally 

wi~hin G3I's respcnsi~il~~y ~o accep~, reject o~ :odify 

~he review of the appraisal body. In .figure -.: , -:t.e 

is with GO?!. 

tion is paid by ·}A?I to the tec!:"..r.ology :ice=.si!'l~ agree::e=.t 

or to ccn~?"acts per~ai~ing to :ec!:"~ology-related ser~ice~. 

S:.lch a~ee=:ents a.:-e, ~cwe~.-er, suC:::itted. to appraisal bodies 

as GOFI, inviting their review. 3ven so, there is r.o 

r..as ofte~ sought the advise o! r.mIDO. Ir. about 5C% o'! cases, 

license a~ree~ents are er.dorsed A?T3R the Pro~ect Ap~rc~al 

Board has approved the pro~ect! 

Discussions wit~ GAFI officials has i~dicated that average 

'naticr.a: ca:,ital' (equ:.t~:) in jcint-ver.ture projects, with 
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ei the!' the ?ublic or the P:-iva~e Sector, is abet~-: 25~. 

It has also been revealed that 3-0FI has so fa.r approved 

about 170 joint-ventures L~ the Public Sector (all fie:ds) 

a.~d t~...at the total of all jcint-ventures ap~roved, L~ all 

fields, is about 1000 includi~g Free :one ente~rises. 

·•. 



Si~ce 1975 t~ere teas been growi~g ccnscicusness in 

that the coun~rr.needs to establish so~e ~=r:n of ·~eg'.lla~o~1· 

or 'cha!'-~ellir..g' body so as tc in=lu.ence tr.e trar.s~er of 

tech~ology to ir..dustr'J. Ccncern has been directed not only 

to tr_e role of foreign technology but also to the ·;ra:l.s!'er of 

tec~.nclogy fro~ scientific research ~c~ies and desip:::-a..~d-

de7elopment organisatio~s to industr:1. ·:ni.is lat""::e:::- co:-;.ce!"!l. 

is quite si~ificant since literally hund:::-eds o~ laooratcries 

have oeen set u:; in the past to service (and did se?"-Tice) Zg::-~t' s 

i~dust-:-y, essentia:.ly :he Fub:ic Sec~cr • 

.;..,..4.,s•-~ .;S O"+-c,; 0 d !:il'"d .:,.,oio,..•i·o.,.,o 
-· ..... \,4. .... .: .. """ ..,... ...... - , ....... •• ••.i." - - "' ... ~ o:: :::.ode~ 

technolo~r is desi:-able, there is eaual ccncern that its 

u..~bridled ioports is going to both increase the country's 

tec~-~olczica: depe~dence and u..~der~tilise i!ldigenous ca~abilities. 

Ttere is also a vocal. ·school o! opinion t::-.a t true 3~.r~tia.n 

development.,w~ic~ is also sccio-econo!l:ic develoFment, car.not 

take place ur.less the country's cwn scientific ~an.power aad~esses 

itsel~ to,and solves its r~oble:s. 

The Nation's s~ientific pla."l.~ers have, tnere=ore, acted as 

pressure groups to ~aintain science-L~dustry or tech:lology

industrv linkages. It is arg-~ed that both ~ore1~ and 1ndiger.eous 

technology are needed L~ Eg:i1~t and it is a res;onsibility 

or. the country to forge a Tech.~ology Policy that will allocate 

the tasks. Thus, the scientific cor::tU?:.ity sees tra~e~er ~ 
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develo~ment cf techno:ozv as. a sil:!.•le, ce~~ral a.!'~d il:!.divisi~:e J:' _, -

c:r.ce~tual entity. 

The ex~ression of this vie•po:i!:.t by the apex S & T 

organisation L~ Egypt is firs~ taken. 

E!fcrts of the Acade;v of Scientific ~esearch and Tec~~oloerv (ASP.T) 

A~~T, as a central body for science a.~d tecr-"lolo~, was 

ccns~ituted by Presidential Decree in l??l. Its President is 

of Ministerial ~~k a.."ld has direct access to the Fresider.~ c: 

the F. 0 pubi1·c T~ 0 bas~~ ~_.un~+ .. io~ •• s o~_ AS~ •. T a~.0-·. . ·- ... . ··- ... _ - - - -

to su~~crt scientific research directed ~o sc:uticn 
of nati~nal proble:s. 

encourage a".".plication of moderr. tec!:."lolog71 to 
eccnc=ic a..~d social de~elopment 

encourage s~rong li.."'lkages at tr.e nationa: level 
accng scientific and tec?mological orf~nisa:ions 

- to coor1ir.ate and ~articipa~e in scienti!ic ~"ld 
tech."lological research and in desemitination of 
infori::ation on modern tech."lolo~ies. 

It has 16 specialised Researc~ Cou."lcils co7ering 80 

research organisations and centres and a total research 

staff cf several thousand. The Patent Office is a!!iliated to 

ASF.T as are some lC otter autonomous scientific organisa~ions. 

The ~cade~y set up a Principal Committee on Trans=er 

of Tec~~~o!o~ in October 1978, the res~onsibilities o~ which 

are now ir.cluded in newly formed Principal Con:.:ittee on 

Scientific and Technolo£ical rolicies ( t;ec 1979). 
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In addition, ASRT has created the Centre for Trans=er 

anc Ada:;:ta-:icn of Techr.ology ( l'A·r), at~ached to "::!le Of:ice 

a: the President o: the Acadei::y. In the ti.!:.e o: writi~~ 

+~•s ~e-or• (~a~~h 1090) the Ce~~~~ ~ ... as c~~Y an ... ~n~_.o~ ... -~i .... ~ r. ~ " ~k...... - j , • - .. ·- _ 1; .. ...__ - ~ 

group associated ~ith it. 

It tas been proposed that the Center will initially 

be guided by a ~igh-level Adviso?"Y Co~ittee (wti=h tas b~en 

constituted with 40 cei::bers !"epresent~g all the :·~inis"::ries 

a.."'ld Ir..s'ti tutior..s =oncerned with development and tra::s:er o: . . ., ) .. ecr ... "'lo.J.o~; • 

Tte Academy has had ~iscussions with the Europea:. Ecor.c=ic 

Coc::lunity (S3C) several t~~es on s~pport :or t~e Centre. 

It .; <=>"' ..... <=> .... ..., • "a ...... " ........ 1a."a11oca•ior. o~_. ~2 1'""_~_-:_ii·on -S r_:,o ... ..,_;;. 1o .... a... gre_me...... er_ ....... _ - .. _ • .... _ 

ir. tte =coperaticn :;:ro€~~me has been attai~ed". 

ASRT has had u1;CT~ advisory se~ices in regards to t~is 

C I~ .._ • 'Cl • • Q !J' 1-." ;.. I 0-,;::::) entre , •• epor" oy .Dwi::g ana s::a.n nassan, l~ovec ... er ·~: _ , 

UNCTAD has recol!.!llended the ~orI!Iation of a National Ce~tre of 

the Trans:er and Development o: Tec!mology affilia~ed to t!:e 

Academy, with linkages with instituti~ns working in the 

technolo~ and trans:er of tecr-"'lology area. 

m;CT.Au has defined the role of tne· Centre along the !'ollowi!'lg 

principal lines: 

l. freparation a..~d execution of policies for the 
development of do::ies"':ic technology. 

2. Fo::-::lulation and ~cnitoring of guidelines for 
i~port of teob..~ologoj (dav-to-dav and sec~cra1 

res'!jonsibilitv ~·ith GOPI, Agricultl.4re Research 
Centre (?) - f.:inistr:v of ~ower (?) etc) 

3. Undertaking of ma~or studies (sectoral assessment 
of tecr.nolo~ical situation in Egypt; sources of 
tecr.nolo~ical i~formation) 
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~. !cr.:ulation o! ~rc~osals fer or new 

ne....- legislatio::l for transfer of tecr.r..olcgy. 

,. A~~i!!.g as tech:iical secretariat :or ~s:er 
of Tec~..!'!clogy Com::ittee. 

Ir.. a document titled 'Kemora.:idw:i c~ Coope:-a.tion cet~een 

A.R.E. and EEC in the establish?:lent of an Egyptian Centre :or 

T!"a.nsfer and De~elopment of Tech!lology~ ~re~arPd by ~S~T, 

dated. January 1960 (prier to ASB.r's ;reposed t:eeti.?:g •it!l 

EEC), a comprehensive ~utli!:e cf the fw:ictions of the TAT 

Centre have been :u_?T.ished, with ~he docu::ent ack::o~ledg~ng 

reco::.=e~dations !:a.de by t'"NCTAD. 

Out of 22 :...r..ctions ~r~;csed :or t~e Centre, ~a1f re:ate 

to the creation of an infor:lation systeo i.!l ~he Centre or 

to lir'..kages with sources of :i!'!for-~tion, principa:ly in 

rr.atters of al~err.ate tecbr.olo~ies, national R&D-T :~~kages 

ill other countries i~ternaticnal ~cdels tecbclogy ;ol~cies 

a.~d ~sa•e of technology ir.. Egypt. 

I~pcrtant to the pur~oses of this Report are t~e following 

a. cooperation with concerned bodies in the fc~u-
lation of na";icna.l ~clic~1 go.:.ideli?:es a.::d tee 
developcent o! ar~ange~e~ts for the rego.:.:atio~ 
of processes and O?eratior.s of horizcr.ta: trans=er 
o! tect.."loloa;y. 

b. !or=ulation of r.at~onal techr..clogical st::-a.tegy 
and su~sequently tech.~ology plan 

c. co~pilation of a national regist?;r o! a!l tra.~s!er 

ccntracts i:: the P~blic Sector. 
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T~e I~itiatives taken bv 10FI 

As far back as 1975, GOFI r.ad i."l.vited U~IDO to re~iew 

the transfer of tech .. "lology environ.men t in Egypt a."'ld to 

reco!!lI:end metcodologies of strengtheni.."'lg ~aticnal bargainir.g 

power in the acquisition of forei.gn technology. 

The ti!:ling was appropriate in t~at Egy~t had anDJunced its 

Ope~ Door Po:icy an~ Law 43 had been enacte~. Al:r.ougr., as 

sta~ed earlier, G~~ was the c~=peter.t body for t~e a~~rcva: 

cf jcir-t-vent~es, :he tec~:.ica: and tec~.nclogical appraisal 

task t.;as tc be that of GC?I 's. 

U!~IDO's Mission i."l 1975 (??"oject No. VC/EGY/75/069), 

after ?"evieT,;ing t!:.e si tuat!on ~ E~.rpt and GCFI' s L"'l terests, 

em;hasised that the selection and eval.uatic~ cf ~ec~.r..o:cgy 

was a fairly distinc~ task frc~ the eva:.~atio~ of tee 

ccnt?"actual conditions ur.dsr ~hich technology was tra::sferrec. 

It was recoci:ended tha: the latter neede1 a s~ecialised 

skill as well as a special ap-roach which GOFI should 

develop. Furthermore, the Mission reco::!.I:!e~ded :he ir.~roduction 

of an explicit regulatory a.~d pro~otional ~easures in the 

field of technology transfer. 

The Mission recogi:ised, at the same time, the need for 

tech."'lology transfer policies which would develop a core 

efficient process for the selection o~ technology, the aforesaid 

negotiating and contract•n~ skills,and :ecb.an~am 

!or adaptation a.~d creation of local technolo~ies a::d 

capabilities. 
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it did not crystalise 'till a sec-ond l-Iission was coz:pleteC. in 

June 1979. 

The basic rationale for proposing a 'registry' for 

technology 'tr!!!lsfer (as def;ned in ?reject Dr/EGY/78/001/A) 

in GOFI has been the cor.sideration that GOFI, directly 

or indirectly, is L.~volved in the tec~o-econo~ic evaluation 

of over 70% of Egy?t's projects, both in the ?utlic e..~d 

?rivate sectors, :.n.clusive of these proposing jci~t-

.. ,entures in industry. Further, the concept was su;.ported 

by the prevail:.n.g responsi"ci.:.ities of GCFI i.r. -=:r..e 

- dessemination of infcn:a:ion and ir..r..ovations 
in knew ho•.\ 

sclving techr..ical and techr.olo~ical prJ:lems 

- partici~a:ion in negoti~ting techr.ical cooperation 
ag:-eecents 

promotion of 1.~dustrial des~ll!'!'l, and 

concludi:1g cc::. tracts for ::achi!".er~:, accessories 

and spares. 
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Other I~fluences 

Concurrent to the above approaches, Egypt presen~ed its 

"Second Draft !~atior..al Fa.per of Eg~rpt" (li1\ESCO, E/Ec·.:A/~";R1 

C(~r.2/C?.5) at the Second Regional ?re;aratory Meeting for 

U .N. Conference or. .:3cie!'.ce and Tecr.:.."lology :or Developi::er..t 

(Sept. 1978) 

T!'le paper expressly noted "ur..favourable influence" 

foreign trans:ers of tecr..r.clogy as: 

- :U:position of expatriate perso!lnel 

-export restrictio!ls 

- unfair ri€hts cf supe~.rision over ;reduction 

- restriction on the ri;tt to contract witt ttir1 :arties, & 

- liigt royalties 

and noted weak:lesses i~ t~e Egyptian system as: 

diffict.tl.ties of making sound estimates of price to be 
paid f cr tec~..r.olog--; 

U."1.certai!lty as to best availa":lle tecr:.clogy 

r..eed for monitori."lg transfer of tech.."lology contracts, and 

- need for a.."l "optimum fo~ula" for tra."lsfer of tect~ology 
a~reemer..ts 

a."ld, as in ASRT's efforts, the Paper em~r..aeised the science-

tech."lclog:r linkage, without which the scient:!.!ic coar.unity would 

be isolated from ~ational tecr.:.ological effort. 

Reference needs also to be ~ade to the call for a 

Technology ?olicy in Egypt, a.~ outli~e for such a policy bei~g 

reco:utend.ed by Dr. O.A. El-k!:..oly in "~e Str'..lc-:ure and 

Fu.."lctioning of Tec:.nology S:vstecs ir.. Developir..g Ccu:l tries" 

(m-:IDO ID/';'G. 301/2 (Ju."le 1979) - See Section V. 
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Tl:us, in s'UI!!!!la?"Y, we have essentially three 

to 't:-ansfe::- of tec!-:.clogy', d.efir.i:·g the phrase i~ its 

differe~t conotatior.s: (1) the science-technology li:'..kag~s 

e~visioned b7r ASRT wh.ic!': cor:siders t!le transfer cf technolog>J 

free abroad as indivisible from develop:::ent (and adaptation) 

of indige~eous tech.~ology (2) the GOFI/'National raper' a;?roach 

to the appraisal of incomL~g technology in terr::s of its selec

tivity, negotiation parameters, and the strengthening cf 

national bargaining power, and (3) the Tecr..nclogy Policy app

roach wticr- co~siders trar..sf er of tec!:!J.ology as a sub-

syste~ of overall tech.~ology mana~ement, the Policy itself 

linked to social ir:plications. 

( 

... 
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POLI(;Y ?R.~·s·.\ORX FOR ADI•II.KIS~P~.TIOK OF TEcarnLOGY 

As a prime objective cf this Renert is to set the ccntext 

for a tec~~~ology regula~ory office in Egypt and to define its 

ambit of operations, it would be useful to identify its 

place~ent ir. tr-e general policy fra!!lework o~ country and the 

needs of the current enviror..Itent. 

The i::plications of prevail.:_~z ~olicies, and the ge~e:-a.l 

r~~uiren:.en ts :or new i."li tia t~_-.;es, r.ave alread~r been toucr .. ed 

upon in preceding material. At this po:."'lt, a broad su::marisa.tio~ 

of the framework is attempted un1er three classi-

ficaticns. The most important factor that needs to be kept in ~ind 

wtile review~ng this summarisation is that Egypt is essen~~ally 

a."ld preser.tly i!l a correctional pr.ase i.~ its industrial-

technological evolution, pursuant to acce~erated (and 

d .. ... . • ... . ) .... re ... s ... r:. cu 'Jl. ve grow .. n. 

a) to set in motion mechanisms for a 8-fold growth in GDP 
over ~he 1975-2000 period in a =ra.mework of socio
econo~ic justice. 

b) to transfer!?! a ~a.si-~!cu: tura.: soci.sty into an i:iC.ust?'ia.l 

one 

c) to achieve .growth through rapid industrialisation and 
the use of modern technology 

d) to reconstruct, rehabilitate and modernise existing 
industry in the Public Sector. 

e) to create an effective ~rivate sector and enlarge 
entrepreneurial activity 

f) to develop ar. adequate infragtructure to absorb econo~ic 
gro-.;th 
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g) to encourage forei~ investment •here it serves 
socio-economic purpose 

h) to increase the revenue base and er.large foreign 
exchange earnings 

i) to decentralise decision-takicg in the Public Sector 
and governmental administration 

j) to improve manage~ent ef!iciencies in the L~dustrial 
and coc:mercial sectors, and 

k) to encou..~ge Clodern SI:al.1-scale industry in an cvera.J.l 

system of balanced ~ rowth. 

Technology- Oriented Policies 

a) to use technology as a major instrument of socio
economic development 

b) to promote adapta~ion o! i.m~orted technology 

c) to improve the science-technology linkage ar.d !!lake 
scie:ce the servant of urgent societal needs 

d) to improve and usefully em~loy scientific and 

tecr.nclogical talent in the country 

e) to encourage horizontal tran~!ers of technology 

!) to iY=prove t~e tec!mology information system and build 
linka~es with inte!'?lational infor.:ation systems. 

g) to stem unbridled im9orts of inccnsequential 
tecr..nologies 

h) to develop skills .ur the evaluation of foreign 
technology 

t 
i) to develop regulatory mechanis:s for the supervision 

tech.."lology transfer and 

j) to forr:.ulate and im~lement a comprehensive tecr.nology 
?olicy for Egypt. 

of 
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Su~e;-vieion o: Ccntragtual Ter:is in Transfer. of 
Technology 

a) to re~ate u..~fair ~!'8.ctices i~ transfers of technology 

b) to er.sU?"e the ~cquisition of ~e~uine tec~..?lologies 

c) to associate management needs with needs in technology 

d) to develop methodolo~ies for the pricing of technology and 
an 'optimum fo?"!!!Ul.a' for reviewing contracts 

e) to assess payments for technology in the context of 
its i!:lpact on docestic industrialisation a.~d bala~ce of 
payments; to develop the needed infcr:!lation base 

f) to pro~ote ~unpackaging' of technolo~ 

g) to ~onitcr t::-ans!er of technology cont~acts for 
t?'a.~scri~tions of warra.~ted ~erfo!"I:!a.~ce , and 

h) to redress the a..~c~aly which arises fro~ ~he fact that 
tecr..~clogy with i~vest:!ent ('packa?ed tecr~~clog:r') is 
gi~en incentives ~hile unpackaged direct transfers of 
technology is neither institutionalised (i.e. provided 

a 'channel') nor favoured. 

Taking an 'encompassing view' of the interactive effects 

of the above policies, and noting tr· general absence of 

necessa::r sub-sys~ems in E~pt for their coordination -

institu~ional mecha..~is~s and subordinate policy structures - this 

Report viev:s tr.at any 'regulatory' or 'channelisi.."lg' office for 

the su~ervision of trans!~rs of technolo~ to E.g:.tpt should have 

a 'broader perspecti~.re of its responsibilities than has 'been 

the case for coU!'lterpart offices Itri other develo,ing countries. 

Thus, it is perhaps apt for Egypt tc title its proposed office 

the'Technology Trane~er Centre.' 
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OPTION;lL FOLICI3S FCR TECEX;LOGY 
~""'GULATION/SUPSRVISIO~ L.~ ~GYP~ 

Eefore caking the Recoc:endations o! Section IV, the 

Mission evaluated the alternate policies that are potentially 

available to the Egyptian Gove!"?ll?lent. These would oe : 
(a) Central. Regulatory Office for Tech:lology Transfer 

(as in Mexico or Spain) 

(o) Separate A~proval Aut~ority for Direct Transfers of 
Technology 

(c) DepartmentaJ.ised (Decentralised) Approved S:rstems 
!or Direct Transfers of Technology 

(i) Centralised Admir.istration Svstec Under Law 21 for 
Approval of Contracts. 

(e) Localised Ad:ninistra~icn - {GOFI) 

(f) Centralised Ap~raisal System for Technology. Agreements 
(Recot:mendation of Mission) 

Their str~ngtts a..~d weaknesses are analysed below. 
(See Figures VII-xi). 

Ce:itral Re;:u.latorY O:!'fice for Tecr,;;ol9g:z Tra..~sfer ( ~ia'll='' 7!!1 

In thi! r9po:-t ';he term ''reg".:.ls. ~or7 Office" (for 

techr..olog"J trans!' er), where used, is :::erel~r used to 

advertise the fact that ~J;t is establishing a 

technology tra!lsfer o'!fice which has approximate 

equivalents, or counterparts, in other de,reloping 

countries (Mexicc, India, Spain, Phillipines, etc.), 

The express creation of any such single central 

regulate~/ o!fice in Egypt (wi~h rights accorded to 

it b~ Law for the acceptance or rejection of any 

technology contract including that in joint-venture) 
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woul.d r..a.ve the connota~ions of both 'centra.lisatior.' and 

'reg-..t:.ation' ~hich would be cc~~~~r to t~e O~er. Door 

Policy of decentr9.lised decisicr.-~a.ki.."'l~ i:. ~~e Gc~e!"!"'..::e~tal 

admir.ist!'ation and the cor..ccc::ittant cor.tr~t that 3.;;r~t's 

posture tc !"orei~ techr.ology is not de~ensi".~e, er 

regulato!"'.'r. in character :ut forwitr..17 pro~oticr..a.l (Law d3) 

Furth~?':tore, 'Ai th GJ..?I alread~r 'i!l place' , with 

aut!:.c:?'i t~r acco!"d.ed to it. by Law' for the central appro7el 

of joint-ventures, any need for the centra+ regula~icn of 

all tra.r.sfers of technology ca."'l onl:r 'be .(reasonably) c.et 

by ir..co?'!loratir.g t!!e new 'all a~eements' res~ons!.bili":y 

into GA?I's structure. 

This, of course, eve~ if feasible, is a moot cor.ce~t si~ce 

it defeats the objective of decentr3.lisatio~. 

has sug~ested ne~ or rev!.sed legislation for transfer of 

technology without ad~ressi~g !. tsel!' to ccr..flicts ~·Ti th 

La~ 43 or needed co~Fromises. 

Seuarate A~~roval Authoritv :or Direct Tra;isferg of Tect~ology 
(:"il?U.! 7!!!) 

The o'cjecti~res o! tecr..nology monitor:!.r.g can "ce :et, 

and decent?"aliaation secured, if it was feasible to have 

two centres for the appro.,ral of tech."'lolo~J: GAF!, for 

tecr.llolo~r associated with joint-ventures, and a r.ewl7 

cr!ated body for all direct tra~~fers of tecr..nolo~J· 

There is su'bstar..ce to this concept. It would solve the 

anomaly poi.~t&d out earlier that 'packaged technolcgy' 

(the joi.~t-venture) is institutionalised in Egypt and 
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provided incentives whereas direct transfers, which have 

much to their credit, neither have a specific gateway nor 

are given any spe~ial priviliges. 

This alternative also poses difficul.ties in the Egypt's 

administration system. First, a new law becomes necessary 

to fore this new (second) body and to give it the required 

authority: to act as the sole body for the approval of 

direct transfers of technology. Seco~d, it divides project 

approval authority. That is, the procedure reqr.iires the Ministr-J 

to approve the 'project' alone (in the context of the 

industry which is within its jurisdiction) and the new body 

to approve the technology and/or its cont!'actual conditions, 

where there is an agreement. Third, there is the potential 

problem that technology associated with invest:ent may be 

treated differently than if it was not so associated. Lastly, 

the nuccer of agreements with direct transfers of technolog:r 

would have to be large enough to warrant the new law. 

· De-ca;:tmenta.J.ised (Degentralised) t:ouro~ral Systecs fc;- Di!'ect 

Tra.11sfe;-s of Tech..1ologv ( :'iaure rx) 

A third alternative is, again, to create a new law 

(on direct transfers of technology) but to leave the 

application o! the law to the several project-approval 

bodies (GOFI, the Ministries). This provides for a regu

latory/supervisory system bu~ does not call for a separate 

regulato~r office* with centralised powers. 

* an ad~inistrative office !or making and issuing rules etc. 
would be required as is usual with issuance o! regulatory 
laws. 
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a 
This concept would be/viabl.e alternative only under the 

condition that the law is explicit a~d comprehensive enough 

{detailed) so that its interpretation by the several p~oject

approval authorities is consistent and uniform (not sub

jective or arbitrary). However, such a procedure reduces 

nexibili ty in the handling of transfers of tech.91.ology and 

sets too rigid a standard. It would not be workable in 

the situation of a developing country•. This procedure, 

furthermore, calls for each project-approval auttority 

{Ministry) to have its o~'?l specialised cell for the scrutiny 

of contractual conditions. This would be a difficult task 

in Egypt. 

Centralised A!iministration Svste~ Under Law 21 for A~~ro~ai 
of Contracts. (fillT.lre X) 

Discussions with legal personnel at GOFI has disclosed 

that the ambit of La~·r 21C.o:!1958), together ·.with its rule 

making power, is wide enough for central admir..istration 

of technology contracts. A straight-forward ruling can 

cause applicants for Industrial Licenses to submit techno

logy agreecents to any specified cody. In this approach, as 

in previous cases, the requiremer .. t for an applicable law 

ret:ains but no n!l!...l&w is necessary. In the concept, the 

central administrative unit would share**decision-;aking powers 

* This type of regulator"'! procedure is commonly adopted in 
advanced countries, viz. Anti-tr.1st laws of the U.S.A. 
or the EEC. 

** with the Ministry having jurisdiction for the product/project. 
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;;~i;2 ~ Central~sed Ad~inistration iystem under 1av :1 for Apprcval of 

Oirect Transfers of Technoloqy 
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on the acceptability cf cc~tractual ter:ls ~ direct 

t~s=ers o~ tec~.nology. This is t~e :est !gasi~le of ~he 

alter.ia~ives 1iscussed so lo,.. --- . T:~ee situations ~ust be 

noted: (l) 'cer.. tralisa-:ion' is being a t":e!:!::;ted ( 2) tec!'.nolog:r 

agree~ents associated with joint-ventures would be outside the 

units' decision coverage and (3) the proposed system, once 

agab., divides project approval aut!:orit~r, with the Ministry 

for the 'pro~ect' and the unit for contractual ter:::s in 

technology transfer. This latter division appears to be 

an unacceptable proposition i.."l the Bgy~tian context. 

~articularly, the Public Sector Cocpar.ies, who :::-..a.~re o?"..ly 

recently won the rig!:t to take decisio~s on ~rejects w~ose 

inves";i:.er.. ts are below L. E. 750, 000, i.."lc::.udi!'lg tec!-.nolog-; 

licenses, woU:.d resist the re7ersior. to centralisaticr-. 

Loca1ised Ad~i;istration - (GCFI) 

One of the oasic concepts arcu..~d ~cich the current c:;D? 

Project, on the for.nation of a National Registry* for Tecr-"lclogy 

Trans!' .r in 3g:-:rpt1 was :nooted was that GOFI directly or indirectly 

participated in over 7C% of project approvals· in the ccu."'ltry, 

and hence a Registry i!'1 GOFI, or wi. t!:.in the pu?"'!riew cf GCFI, 

would be controlling the bulk of the technology that was 

enteri.."'l~ Egypt. Second, as GOFI has executive powers delegated 

to it by the Ministry of Industry for ap~roval or projects 

coming within the authority of the Ministr;r, the Registr:r would, 

or could, have e~ecutive power for the ap~roval of con~ractual 

* 'Registry' and 'Regulatory' offices are s:monomous terms 
in licensing literature. 
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conditions L~ technology trar.sfer. (This type of 'executive 

power' is already present in Departments of GCFI as 

'Local Manu!actures' or the Industrial Licensi~g Co:::cittee). 

Third, a Re gist?""/ within GCFI, would enable 1 t to ' sharpen 

its tools of trade' and move, at a later period, onto t~e 

national scene, when it might even be feasi1~e to intro

duce cc~prehensive legislation for supe?"Vising AJJr tra.~sf ers 
a 

o~ technology. Fourthly, the orga~isation of/nucleus group 

drawn from GOFI's personnel was readily feasible and its 

supervision needs ccuJ.d be inco~orated L~to GOFI's 

existing pyra~idal structure. Fifthly, and lastly, GOFI 

had taken the initiative for a re~istry thus indicative 

of executive will to ~ple:ent its plans of tech..~olcgy 

rerulation. 

There is substantial ~erit to this concept, ar.~ perhaps, 

it may be ~he only wa7 of proce~ding i~ the ~teri~ period 

till conditions favour the implementation of pre:er!'ed 

a.lternati7e suggested in Sec~ion !7 (the recocmer.1a~icn 

of this Mission). 

There are, however, many factors to be ke~t L~ m!r.d i..~ 

using this interim concept. 

First, the GOFI o!fice (registry) would not be a 'national 

centre', which m;IDO has generally recoz:mended to developing 

cou.~tries which is the i~tended work of the present Mission. 

There appears to 'be no developing country, which has a 

tecr.nolo~r ret;'.llator.r S:'rstec which is not centralised. 



- 1:6 -

Second. in a develo~ir.g country, the largest nU?!lber 

of troublesoce agree~ents (~here e~cessive paywents are 

demanded, extended secrecy co~er is req~ired, a."'l1 res

trictive clauses most prevalent) are i!l the fields of 

petrochemicals, petroleum processi..."'lg, pharmaceuticals, 

pesticides and the like which areas are outside of GO:'I's 

executive, or review, ambit. 

Third, Law 43 ~err::its a~d encourages the entry of 

investments (not necessaril1 involving teci':!!olog--J) i...~ 

which patents, trademarks and franchise rights,prevail. 

~~Y agreements rela~ing to these for::s cf 'i=.te:lectual 

property' \where potential damage to the cow~:try is sig::i

fican t) ~ould not ordL~arily come ~o GOFI. Also, there. 

is cu...-rently no law or ad:!~is~r~tive provision that recuires 

the revir-."" of straight-for-..;a:-d consul ta."'lcy a.greemer. ":s* 

(See Section IV) which are !.!:lporta.~t elements ir.. the ~?"ar..s:er 

of tecr..nology p?"ocess. 

Fourth, ttere is a:. o·rert 'tei:hnica.l' ar..d. 'pu"::lic 

sector' bias in GCFI' s adl:!i?:istrati~re s'tr.lcture ( fo'!' 

historical r~asons) which would detract,rather than 

foster, the evolution a..~d a~~lication of skills in the .. 
'new knowledge s~rstem' bequeathed by in~ernational trana!'ers 

o! tecr.nology. That is. tte basic 'legal-administrati~e' 

qoloration that should -r.revail in a regist~r is unlikel~r 

to be 'Oresent. 

* unless in joint-venture (Law 43) 



I! eval~tion, selection, and the dete:-::1~ati:r. c! 

the rig~t, or ap~rcpriate tecr-12l9rr for ~gypt ~as a 

pri::an.·, or a dual focus of the registry, 'then alone ~cul:! 

its location L~ GOFI be a ~referred alternative.* 

Nothing in the above discussion i;;plies ~t.at GOFI 

should not be the organisation which would t.a~re aut[.ori ty 

over the Re£istrT. This Report ~a..b:es n!2 recoc.c.endations 

on the final. authority structure !or the Technology Trans=er 

Center, considering decisions in this matter to be wholly 

tr.ose cf E;r.rptian determination after the alte:-nati~es 

a.~alysed a.~d suggested in this Re~o?"'t are reviewe1 by the 

f "; .,.. ... 0 ~-· ~ 
) --~ .... -- "'~ 

This Report, in tee !ollo~11ing Section, recocmends that 

a ce~tralised a~~rais?.J_ syste~ oe adopted by the ~o~e~..?::.e~~ 

for t!:e revie~., o! a!.l technology ag:-ee?I:ents in Egyp:;. 

It is recoc::!!lended that·tte Tech.nolog:;· T:-ans!er Center shcU:.d 

be &.'"l advisory or a. recoa:e::C.ator~r secreio;s.ria.t !er all 

Ministries (and ~~?I) involved i.~ the approval of industrial 

projects. It ccncents the appraisal !unc:icn ~i~~in the 

overall Governmental system in a. ma. trix where pre; ect A.??RC·Y AL 

authpritv i!! decentralised (as now ~revails) but where the 

APP;t;ISAL o: £ect..nolo9"!T oontr~cts is ger.~ralised. 

* Man;r tecl'i..nologies car.r..ot be e~a.lua ted in ad~nince of e..."'l 

execut?d a.gree?:ent; for e:ca::ple, silver oxide dry-cells 
(discussed in a seminar with t~e TTC ~rcup). 
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Figure XI. ALTERNATIVE 1'' -
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Th~ Re~ort, further=ore, posits that the cnly ~ay that 

a uniform, consistent ar.d stable system of contract 

approvals and appraisals can prevail, and Egypt's large 

policy objectives served, is uhen the Technology Transfer 

Center and the approval groups in Ministries subscribe 

to a common evaluatory policy - The Tra.~sfer of Technology 

Policy. (Section V). 
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SECTIOY !V: RSCO?~AT!ONS - =:WOLOQI TR.L'iS~ '.';.'l'l':y!f 

(YATION.U. OFFICE FOR TS SUP!RTI:S!CN OF ~CHNCL~aY CO?mAC'!'S) 

IN'niODUCTION 

In this Section, the basic recomr.ienc!ations of the :~ission are presented 

and concern: 

... •• 
!I. 

III. 

IV. 

The ~ole and Functions of a Technology Transfer Centre (TTC) 

Technology PoliC1 and 'l'TC 

Functional Placement of 'l"l'C in the Egyptian 3overMental Sysur.i, and 

Considerations in dUthority Structure for the 'l'TC 

In each of t~ese areas draft recommendations were presented in the form of 

~orki~~ Papers :.J (there being four such papers over a period of 3 months) • 

.E:ach aorking ?aper indicated its reference framework and linkages with previews 

Jori<ing ?apers. The ?apers •.iitere discussed at length with counterparts ~ the 

TTC and oodifications ::a.de. These senior officers of the T'l'C were present in 

all :neeti.ags: Mr. Ahmed :1. ;iiosseir - Adviser, JOF!, Dr. :1ohamed Ahmed ~lan -

Advisor, GOFI and 1'.ng. Moha:Ded ain, :!ead, T'l'C (GOFI). :.r.r • .\bd ~'l-Aziz Ismail 

of GGFI's Law :ie:;>artment was present at discussions of Papers ! and :I!. 

Prior to the discussion o! ·;1or:<ing ;a.per !!I -- "'!'he F°'rJ.."'lCtiona.l P!.acemer.t 'f TTS 

in the ~ti.an Qovernmental System', general discussions on the supervision 

needs in the transfer of technolog<J process were individually held with senior 

officers of ~FI, GAF! a.~d the Acadeoy. The fo:lowing is a listing of the 

~overn:ient personnel whoo the Consultant had the pleasure a..~d OP?Ort•.utit/ to 

meet in this regard: 

:J 3ecauae repetiuous ter:ns and :>repar~tory asst::iptions pervade the '..Jorking 
?apers, and convey no additional thougbt than discussed here they are not 
appen:ied to this Report. Original · .. :orking ?aper·. remain with TTC • ..... 
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t-tr. !'bra!J.i::i Shari<ass - :iOFI 

:·!r. illaa Khalil - ·:i.JI 

:·!r.,..bbas .:1-iiosseiney - Industrial aegistry 

i:llg. Kamal ~-1aksoud - 30FI 

Dr. '.ilah'by G. ''ahba - JUI 

Dr. a...... ~-Kholy - AUX:SO 

mg. Malek ~-t. :::J. 1'shi<ar - GOFI 

Dr. Youssef :-!azhar, .::IDX 

Mr. Salah Fahmy 

All o! the above personnel endorsed the general a~oroach proposed by the 

Consultant that a central appraisal office !or the •valuation cf technology 

agreement.wo~ld be desirable in the context of ~t and that such an office 

should ce governed by a policy to which all concerned would suoscri':le to. 

~io discussions were held ~th Ministries reviewing technolog;r contracts 

in particular areas as phar.naceutica.ls, petroc~emica!s, etc. ot~er t~.an with 

the ~!inistry of Industry and ~·tineral .-iealth (via GOF!). ~eetings with these 

i·!ini.stries were apparentl:r not !easi':lle. ?iovever, their endorse!!lent cf the 

recom~endations o! this aeport would ce desirable before the overall iroject 

( UNDF ?rogra.':l.T.e) :noves further. 

All recOClllendations and para.~eters of the ~orKing ?apers are ?resented in 

the ensuing :naterial. 

:le:'ir.i~ions 

aeca~se different meanings can be accorded to terns used in the !ortheor.iing 

set of reccm:nendations, the following ter:ninology has been proposed: 

?reduct~: Goods and articles cOCl'.mercially r:iarKetted and produced through an 

industrial r.ianuf acturing process. 

?reduction 3ystem: The main lice o! equipment and machinery used in a f'actor1 

!or the manufacture or products. 

Technology: The 'know-how', 'recepie' or set o! industrial techniques that the 

prod~ction system ~ill commercially ap?lY to manu!acture products; the 

principal object o! tecr..nolog-; transfer. 
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?roject: The entire facility comprised of land, buildings, etc. in which the 

production system is used and where trsnsferred technolo!'Y will oe e~ployed. 

Tec~olo~r ~i??'ee~ent: 

(a) the agreement that conf.,rs autho:-ih on the recepient ente:-prise to 

employ the technology transferred to it and one which represents the 

exchange of obligations between the parties; 

{b) an agreement which eonce!"ns tec!lr.ical services to be perfor.'!1ed oy the 

'licensor•, including consultancy services; ar.d 

{c) technology-related agree~ents covering aspects in trade!:IAI'~s, patents 

and franchise. 

'.Jhere unspecified, the agreement would prevail between Es"JPtian and non

~tian persons, including compa:iies. 

Since s-~pervision o! technolOg"J ag:-eements is desi:-ed by Gove:-...::iental 

authorities, and since in the existing systems and fo~s of Goverr.mental ad.~inis

tration in ~rpt deci5ion-authority for projects, and techr.ology a~ee~e~ts 

associated ·id th projects, is with several :,ti."listries, GOFI, anc Q..:.F!, and it is 

i:lpractical to divide such au~hority so as to cen;~alise decision-authority for 

technology ag:-ee!llents alone, the recor:m1ended opti:nu.~ !llecilani&~ for the critical 

and special evaluati ·;i of tecr.:iology agree:nents . ..,ould be to organise a cent:-~l 

appraisal agency !or technology agree~ents. ~e Technolog-/ Tra.~sfer Cent:-e (!"':'~) 

can f:mction as such. 

·rrc, in this concept, will not nave the character of a decision-body in any 

matter concerning contractual arrange~ents between parties to a technology 

agreement. It wi:l develop i.~to a single, central 'l:ld specialised u.~it ~itn the 

objective o! serving as a recommendatory 3ecretariat to all authorities approving 

technolo!Y agreements. !n this ~roposal each project authority will be the only 

body ~ith rights or approval over matters of technology cooing witain its fields 

or jurisdiction. i:ach such authority is, in !inal ter~s, a regulatory orgar.isa

tion. Thus, the desired objectives or 'regulation' and 'decentralisation' are 

'?net without loss or detailed appraisal or technology agreements. 
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3:ince strai~ht-for-•ard decentralisaticn ir. t~e re~~tion of tec=.nology 

ca.~ introduce suojectivity a.~d arbitrariness to t~e criteria a,~lied by cii!ferent 

project-a~proval bodies for acce?tar.ces of contractual te:":":ts, a~d this is ur.

desiraole in any conce~t of a national a;proac~ to tec?inolog-1 transfer, a con

com::1ittant re~uire:ent -,,ould be to create a co-ordinating instr-~~ent. ftfter 

analyzing the alternative of :introducing new legislation or the establis:i:.:ent 

of a co::mion adoinistrative policy, the :{ission recoooends t:Oe co-ordinating 

instrument as policy under the title of "Transfer of Technolog-J ?olic711 (roT 

?olicy) to which all project a9proval oodies and the TTC 'olOuld subscribe to. 

?roperly framed and constructed, the ?olic7 should lead to a cocsistent, clear 

and stable SJSte~ for the s-~?ervision of tecnnolo~J in!lo~s. 

This Hissior., ho~ever, views that the ':'CT ?olicy !or ~T?t shouli not ~•rely 

be the instru:ient of co-ordination but have a wider perspective of technolog7 

purpose. ~pprovals of foreign tec~.nology, and ter::is of its acceptance, it is 

presented, should not by i.~attention or disregard have u.."lanticipated advers~ 

i~pact or. ot~er sectors of the econo~y er hurt or hinder their e:C!Jeeted 1evelo?~ent. 

Likewise, TCT Policy, it is argued sho~ld re~ard or ~enalise tec~nologies fro~ the 

context of their contribution to socio-economic develo~ment. !'C~ ?olicy, it is 

presented, should ?lave its ?lacement in, a.-:.d be a subordinate :::olicy to, a ;.~~::"; 

or princi?al policy, defined in this ~e?ort as rec:i..~olog"J ?olicy: a po:icy that 

assigns the functions of tec~.nology in the ~atrix of societ7. :n this concept, 

the :'C~ ?olic7 is the governi~ policy for the acce?tar.ce of eo~tractual te!'!?ls in 

teehnolog"J a;ree~ents; the reasons, pur?ose and scope of governance would ~e set 

out in the Technology ?olicy. 

~ill the t~~e a Technology ?olic7 is for~ulated (3eetion ;/) and ex~r!ssion 

given to the specific role ot foreign tec:..~ology in Egy:>t, it is reco~~ended that 

an Interim TOT ?oliey should be developed to guide the TTC and th~ project-approval 

authorities. In this ~eport the e!fort has been :nade to present a dra!t TC~ ?olicy 

(~eetion V) on the basis of the general needs and experience of developing countries 

~oditied by well-understood aspects ot the .£g1J;>tian eeono~ie a.~d industrial envi

ron:nent. 
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It is recoc:::ended that as a subscriber to !'OT ?olicy, the :nain role of the 

'l'TC should be: 

(i) to ad::l:i:iist•r the TCT ?olicy, to tne extent per::iitted by the polic7, 

with assistance given to the formulators of the rolicy as required, 

and 

(ii) to act as the central appraisal unit for transfers of technology, 

bringing to the task the necessary support and expertise. 

The main functions or the T'!.'C, as viewed by the Mission, and ::iutually agreed 

to by the Consultant and members of T!'C's nucleus group, would be: 

(a) to review and evaluate technology agree~ents (in industrial technolOg'J) 

through legal, financial and technical screening disciplines; 

(o) to rendering t3c!'Ulolog-f advisory services to interested potential users 

of foreign technology, including ~tian institutions as the ?uolic 

Sector; 

(c) to assist interested parties on matters relatin~ to t~e negotiation of 

technolog:t agree~ents (without participation i:: negotiations, ex:e~t, 

where required, by ?ublic Sector institutions); 

(d) to serve as the doc-..i:nentation and collation centre for tech.~olog:r 

agreements and on statistical fi."l&.~cial in!o~tion ~latin~ to technclog-1 

papents; and 

(d) to obtain representation on Col!llllittees approving projects involving 

technology agreecents. 

In order to perform its role, and fulfill the p~oses behind sj·stems of 

technolog-/ supervision i~ developing countries, t~e :'TC shall have ~he right a.~d 

responsibility to appraise all tecr.nolog7 agree~ents except those oea:ing on: 

(a) military projects, 

(b) projects in the Free Zones, :.J and 

(c) large projects o! the infrastructure or projects associated with 

multilateral agreements. 

:./ On the reasoning that technological decisior.s of t~e Free Zone enter~rises 
do not a!!ect the develo~ment o! the industrial economy o! ~J?t. 
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!n order to gi7e a precise content to t~e term 'tech.nolog:r ~eeoect' as it 

•P?lies to the a~praisal role or the 'l"!.'C, all o! the folloving agree~ents for the 

purchase or the licensing of tec!molog:r, whether in the standa..-d contract for.:iat 

or as profor::tas/in•oices, ·..rill ~· considered as 'technology a~e:ents' and thus 

suoject to appraisal by the 'rl'C: 

i) 

ii) 

iii) 

iv) 

v) 

vi) 

vii) 

viii) 

Know-how agreements 

?atent agree!llents 

Trademark agree!!ler..ts (associated with industrial tecl'?nolo~) 

Tec~.nical assistance agree~e~ts (?reduction assistance) 

'Software' supply agreements 

:lesign-of-pl.a:it contracts 

Technician assistance agree~ents, and 

Consultancy services ~e~ents (project feasibility, technology 

identification, licensing negotiation). 

The ter:1 'i."ldu.st-'""ial tec!-.nolog:r' i.s used to disting-.iish suc!t tec!mology !roo those 

appliee i: water ~gement, recl.acsations of barren land, etc. 

Cont.-aets and agreements generally outside the pu.-tie•" of th.e T':'C woul:. oe 

'Founders agreements' i."l joi:lt-venture for.nation, :n&!l&geaent contracts, 2ri<etti:ig 

~ee~ents, construction ccntracts, &."ld ~or t~e ti.~• ~eing, :ia:iage~ent service 

cont:act.s. 

'l'TC's a:bi~ of review vill, further, cover all techno~ogy agree=e:ta indepen

dent of ~nether the recepient organi.sation is in the ~tian ?rivate Sector, a 

joint-•rent~ in the ?ublic or ?rivate ~ectors, or a wholly ~tia."l ?ublic ~ector 

Unit. (The te~ ?ublic 3ector Unit would include •r~~ing com;a~ies' o~ t~e Sector). 

The ter:!! 'agree!:ter.t' would also cover contracts in w:Uch technolog-/ is only 

one element of an overall ?U:-chase contract. :.I 

3inc• in the overall recom.~endation, the 'l"!'C would be a new unit introduced 

into the existi."lg governmental system, it is desirable that it com;lement existing 

!unctions and structures rather than absorb or :::edify them. It is, there!ore, 

recom.~ended tl'lat the 1'TC'a operations ~ill not extend to the review o!: 

:/ Cnder the r'.ll.e~ing ?Owers o! Laws 21 and 43 it should be ~ossi~le to dis
courage com~osite agreements as sucn lead to di!!used ?resentations of 
accountability. 
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(a) ?roject feaaibility, 

(b) suitability of tech:lolog-J, or e~trepreneur's (applicant's) choice 

of tec!'molO!"J (process or production route), 

Cc) source of technology (i.e. supplies of technolog-1) u:iless Stich 

revie~ is a specific request of the ~roject-approval authority, or 

(d) projects not involving a technology agreet!lent. 

SPEC!?IC FTJTCTIONS OF 'L'HE TTC 

l'he following are the recoci::tendations of the :·!ission in respect of the detailed 

operations o! the T'I'C, pursuant to the first ~wo ;ar~r~~hs on ~;ure :11. 

4dminis+.ration and :evelo'Clllent of TCT Policv 

The ':OT ?olicy is a ~ulti-agency exercise and one which is developed oet•een 

the ?roject-approval authorities and the TT'v, under the aegis or leadership of 

technology ?olicy. T!le role o! the T':'C is to ad~inister those elerne~ts of the 

Policy (!OT ?olicy) which are 'llithin its az:1'bit of responsi1Jility. Ad:!inistration 

calls !or the develop~ent ~f a set of guidelines and operating criteria which wi:l 

be routinely u.sed, by tile 'woric!orce' of the ·r:c, to revie•" and evaluate technolos;r 

agree~ents. ~inistration would also call for the establisr..'!lent of those lin.~ages 

with the institutions/agencies that it will i.~terface •..rith (~ee fi!"~~e X:I). 

5ased on a tour U."'tdertai<en by a team of three JCFI officers to :·!exico, the 

?nillipines, !he ~epuQlic of Korea a.~d Spain, the present nucleus group of the T':'C 

tavours t~e 'three-co!nponent' legal-technical-economic appraisal s7stem for techno

logical agree!:lents. At the same time it is reco\;!lised that project-approval autho

rities in 3overnment do ;iresentl7 investigate (t:U-ough ser1ices as tr.at of the 

Technical ~e.,art=ent of GCFI) techno-economic appraisals of projects. Consequently, 

it is neces3817 t~t the or~anization of TTC's appraisal unit must be for::ulated :./ 

sucn that it brings to bear new s~ills and speciali!ations on the total 'project

technology contract sy1t•='· The appraisal unit should, thus, be organised to fulfill 

those deficiencies ~hich are identifiable. At the present =oment, these are: 

:J ;.. draft presentation ·4s :r.ade to the 1'TC on '~. Organization of the ·:'TC 1 'out 
as it is judged, by the C9ftsultant, to be a prematurt submission, it is r.ot 
reviewed in the :~iasion aeport. 
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(a} the attention paid to tecn~ology ~rameters as ?erforr:iance warranties, 

~.now-how representations, 

(b) valuation or technology, 

(c) -patents and trademark rights, 

(d) restrictive practices 

(e) market rights 

(f} technology-associated services as engineering cons.Utancy, 

(g) duration or agreements, 

(h) technology-investment relationships in joint-venture agreements, 

(i) evaluation or, or need for, management service contracts, 

(j) 'absorption o! technology' recr~ire:!lents, 

(k) impact of foreign technology approvals on sectors o! the economy 

(l} impact o! foreign technology approvals on indigeneous technology, 

(m) documentation or agreements 

(n) assessaent of technology costs in relation to balance of payments, 

(o) assistance to prospective licensees for negotiating contracts, 

(p) in!oroation systems on appraisals of contracts, sources of tecr.nology, 

payments for technology, etc., and 

(q) suitability of technology. 

Review a.n·'i Evalu5.tion of M'reemer.'ts 

By legal, technical and financial sereering. One of the n:ajor operative roles 

of the TTC should be to utilise guidelines and parametric criteria for the routine 

screer..ing of technolo~y agreements. 

The basic exercises in the above three areas should be as follows: 

Lual sere"~ - to review and evaluate technoloa agreements so that they are not 

only reciprocally su~portive of the private gains and ~rivate risks o! t~e partie• 

to the contract but these are subordinate to national gains and risk•. Legal 

screening should, thus, involve: 
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review of restrictive practices 

- legal administrative requirements 
- licensor's and licensee's representation clauses 

acceptability of operating restrictions on licensee 

reciprocity or obligations 

review of 'tied-in' agreements 

s~fficiency review 

- patent grants 
trademark rights 

- IDBh&~ement rights of licer.se& 

licensor liability 

performance guarantees 

- other guarantees/warranties 
clause reviews and inter-clause consistency. 

Tec!tnical screer.ing - to review and evaluate the agreement so that the technical 

responsibility of the licensor, and the technical needs of the licensee, are met 

and are in balance. Technical screer.ing will involve: 

- Technical definitions in contract; their acceptability 

Know-~ow definition - the adequacy and sufficiency 

- Credibility of licensor's/licensee's technical re~resentations 
arrangements for the trans!er o! know-how 
continuity or licensor's services; need and sufficiency; 

licenses training 

- Process guarantee evaluation 

- Process improvements (reciprocity) 

R ~ D arrangements 
- Project commissioning responsibility of licensor 

- Th• relatedness o! patents to know-how 

Duration o! agreement (absorption) 
Review or 'Tit-in' agreemental plant design; construction; 

ma=hinery; raw material.a, management. 
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Financial Economic :::Valuation - review and evaluate agreements so that payn:ents 

to !.icensor stand in equitable relationshi~ to Licensee•s operative advantage and 

that Licensee•s j)ayments are protected. Financial. Econor.iic :SV!lluation tri.11 involv~. 

- assessment of excess value-added 

royalty -to excess value-added 

- eval.aation or alternative forms of payment 

- licensor•s financial liabilities on process perfon:iance; 

relatedness to payrne~ts; ciisc!large of·payments protection 

- Tie-in ?•yments (related agreements) and raw materials and 

components s-~pplied by licensor 

separate payments !or separate rights 

- :iayment provisions for services 

Tei:r .. "'lc:.o;:v Aiviso!".1-· Se!"Vices 

with the potential. !or high influx of tech.!lology under the 'Open :;:)oo~ ?olicy', 

particularly with the develo:?=ent of private Sector industry, it is anticipated 

that a cor-.siderable ar.iount o! secret and/or potential tec!'.nology Will now into 

~-ypt. !t is tnu£ likely that entrepreneurs will ~ec;uire advisory services both 

in the selection of technology {different suppliers of technology) and in the 

~egotiation of tec!lnology agreements. :t is recommended that the ~= should be 

organised to give such assistance. (At the same time it is recognised that "tech

nology evaluation !'.lr.ction" would be divided between the ~.inistry •e.g. the 

Technical Departr.ient o! GOFI) that endorses a project and the TTC. The rol~ of 

the TTC, consequently, would be to stringthen the bargai~.ing power of the licensee 

by ccllaborating with the Ministries. 

Ne~otiation of Technology Azreementa 

In the appreciation that the Public Sector in Egypt would continue, for a long 

time, to be the ~•in supplier of manufactured goods, industrial and consumer, it 

is desirable that the T'l'C should participate in tbe negotiation o! important 

technology agreements. 

-

• 
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!n the case of ?rivate Sector understandings, it is recommended that the 

~T::: should •ct only as adTi.ser to the Egyptian natior.al er.trepreneurs, if required, 

rt is also generally reco!T.le~ded that the ~ should obtain the co-o~ration o! 

industrial cnambers in holding seminars anc! SY?!l!>OSia or. contract".lal !Utters o! 

technology tran.sfe~ so as to strengthen overall national bargaining power. 

Documer.tatior. an1 Col:a~ior. Cer.t~e 

The transfer of technology to Eg:rpt should strengthen and develop the iru!us

trial structure. One maasurement vculd lie in its impact on the ba::.ance o! :;iayments. 

!t is recommended that the TTC should havo the responsibility tc advise the Govern

oe?'.t, through project-approval authorities ,of this ir.:pact. To ?erfor.n tr.is function 

the 'rrC should be able to obtain access to the payments made for tec~nology and 

relate them to imports-substitution, ~ployc:ent and other econortic-fi~a~cial para-

meters • 

• .\..-:-eemen":s 

~e creation o! the ~ as a central a?praisal ur.it for technology agreements 

has artificially divided the overall respor.sibility of ?reject acceptance, or 

evaluation, into two cooponent !unctions: one dealing with the agreement alone, 

and the second, with the ?reduction-system and the technology it will apply. 3ot~ 

are specialised !unctions. ae!ore final approval is given to the applicant-entre

preneur !or a project, it is necessary that a systhesis or integration be effected 

between the two evaluations. This can best be done at the level of the project

a;~roval committee when representatives of both the evaluation ~ups are present. 

':'hus the recommendation that the Tl'C have representation~ (as a recommendatory 

body) on the project-approval Committee. 



- 122 -

T!:CH!'l'CLOGY POLICY A.."ID TEE TTC 

If one had to characterise the current ~tian economic-industrial situation 

in a single -phrase it would be: the country is undergoing a strong correctional 

phase. Virtually an entire private industrial sector aas to be created so as to 

encourage entrepreneurial activity and contribution as per the Open Door Policy. 

The outmoded Public Sector has to be revamped through rehabilitation and moderni

zation. The excessive trading bias in the economy has to be diverted to manufac

turing contribution. Socio-economic ocjecti'l.·es, toa-!'ther with consiC.era:tio!'l$ i"" 

the efficient use of resources calls !or the establishl!lent of a small-sca1e industry 

using modern methods of production. ~e underutilisation of the nation's scientific 

manpower has to :,e kept from t"i1r'ti:er deterioration :i.."ld encoi.ir~ed to accept new tec!!

nological challenges. Staep pyrami1a.l at:"Uct~re in industrr, :i.nr. ~~$~n~~ o~ i~te-

sectoral linkages, have to be corrected through modern methods o! industrial 

management, etc. 

At the same time, foreign investment, technology and manage~er.t are not complete 

solutions for all these situation.!! although they ~y hasten the pace of their deve

lopment. Ove:-t reliance o~ them not only increases the country's technological 

dependence on outside sources but creates pressure p:roups and lobbies wi 'thin ";'he ::ount:-":: 

to ~stain them in pri viliged position. 

Conscious e!fort is, therefore, necessary to assign particular roles to foreign 

investment, Management and technology (together and as separate entities) in the 

context or !gypt's development and to draft programmes which will minimise their 

need in the future. 

With this in view, it has been suggested (se~ se=ond pa:-agraph on page !~3) 

that the 'ITC sho~d not merely serve as an appraisal unit !or contractual conditions 

in technology transfer but have an er.larged perspective of the role of foreign 

technology in societal terms. It is recognised, however, that the TI'C, as a 

•recialised body bringing to bear a particular ex;>ertise on the review of technology 

agreements cannot set policy on the role of foreign technology. It has, consequen

tly, been rec0e1mended that it should be governed by a TOT Policy which specifically 

defines this role. Under the aegis of this Policy, 'I'I'C would set conditions to, or 

grant favours to, foreign technologo; depending on the place allocated to it in 

• 
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Egyptian induatrial-.co?!or:ti.c development. :J 

In the viev::ioint of this ~-!issior., the role of foreign tec:mo!ogy cannot 

be developed in the abstract. Its expected ccntribution would vary from nation 

to nation depending on a country's endov.:"tents, developmental stage of t.~e eccno~y, 

the legg.cies of !Ustor\cal policies, etc. a.r..d the vision and ~ersever•nce of its 

institutions. It is therefore recommended. ":hat the expected oontributio?l f:-om 

foreig'!l tech..~olog:r must be ieveloped f:-om 3l'l o·;ersll view of the fu.~c+.ion of 

technology ir. the :ua.trix of society. The techr..ological needs of each economic 

sector of the cour.try should. be ir..vestig3.ted !lld en..'!U?lci1ted ~efore the ?lace~ent 

of foreign technology is d.ecided. This, the Mission recommends, 3.S or..e i:nport3..."!t 

function of TechnolorJ Policy. 

Section V describes the ?olicy options open to ::;gypt•s tecnnolog-J plar.r.ers i.~ 

t!:lis respect. The cou.~try's TOT ?olicy shoulc be carried out fro~ the exercis~ of 

the optior.s presented. 

A iJraft !nteri:n TCT ?olic7 for igypt !'.as been eons tr:ic. ted in .3ection 11, :eri •:ed. 

from consiierations in Technology ?olicy, so that t~e ·!TC (and project-approval 

bodies) can have an i:llnediate operating base (if found sui~able). It is in no 

way complete or comprehensi7e. That !:NSt come from :!:g:rptian effort ar.d it ~ould 

be a oulti-asency exercise. !'he ·r:v.= should be ao~e to use t~.is ?olicy :i:'aft for 

the denlopment of detailed guidelines for the eva.l·.xation and ::iodi.!'ication of 

contract'..lal conditions. ro so:ne extent, further ~1;!JQ assistance 2'J be required 

to accomplish this. 

The TCT ?oliey is placed in Section ~1, along ~ith considerations in 7ecn..~olog:· 

Policy, as it does not represent a recom::iendation of this ;·!ission out oasieally a 

guideline. The need !or a TCT PolicJ is, however, a firz reco~mendation. 

i'UNC'!'!ONAL PLA~.m:m' OF TEE T'!ic !N OOVER~l'l'AL AJM!mSTRAT!O~ 

The term 'functional placement' is used in this ~eport in order to avoid 

considerations on the identification or the authority that will have administrativ! 

control over the TTC (3ee following discussion). 

:/ 'I"'l'C's role being recommendatory, the 'setting' and 'granting' of rights is 
essentially that o! the project-approval bodies. 



- 121.! -

Functior.al place~ent involves the establishoent of :-elative respo~sibilities 

of interacting or&a~izations tr.rough exa:nination of t~e lir~<ages t:ia.t ~ust ~e 

established :et~e~ thr.1 in t~e ~ecision-:?aki?t6 process. !:.is is acco~,lished 

i: this ~e;ort by ~i7ing certa.i.~ ter:tinolo~ to t~e linka~es. 

lzl th• proposal made here, three essential operational linkages need to exist 

tor 'l."re to !unction. These are the 'must infona•, the '=ust advise• and 'decide' 

linkages. In addition, tvo casual linkages, the 'inform' and 'adrise' linkages. 

are necessary to influence decision-making ar.d also to serve the !unction or 

feedback. 

Using this concept or linkages, ~igur~ X!! is· tt~ ;ro~os~i sc~e~e ~~ ~sse~~i~ 

and casual linkages betveen GAl""'I, OOFI, 'l'TC and other releTant organizations in the 

process inTOlving the appron.l o! joint-nnture i)rojects. GAz""'I has been taken as 

an illustration 'because it might present the ~ost complex case. It is recognized 

that other essential or casual linkages ma7 ~eed to prevail or that some or the 

indicated linkages may not be practical or effective. It is hoped tb.at further 

wcrlc in the U?iDP Project vill resolve these utters. 

It is opined that 'l"l'C's linkages with other Ministries (inYolved in project

approYals) vill present no greater complication than visualized in ~igu~~ XI:. 

In suggesting t!le linkages o! figo.i~e :CT! it is recognized that the intro

duction or the 'l"l'C lengthena the decision chain. Eowever, attempts have been :Dade 

to miAi:aize this et!ect particularl7 b1 eliminating any 'muat' linkage between t!le 

applicant (!or a project) and the ~ although this linkage is a !uud&mental one 

in moat developing countries having a regulatory ot!ice. 

The 'must'linlcages have to prevail i! the 'rrc ia to (a) serTe its role in 

the evaluation o! technoloa agreements and (b) participate in the onrall process 

o! tecbnolo17 maaagemeAt. 

'l'he 'mu.t' li:ikages in relation to t~ Acade1n1 and t!le Salall Industries Direc

torate, and the specific 'I' linkage between GAFI and "GOFI Project AppronJ. Board" 

!unction, also ••rT• objectives in Technolo17 ~olic7 (Section V). Easentially, 

these organizations need to be informed, in the process o! project approvals, so 

that decision.a on contractual obligations are not taken without considering their 

• 
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lldnl'Sf' impact OEL existing industry, exiating tectmoloa or pl.Ana !or tec?inologr 

denlopeent. 

In the illustration taken, CL\FI first needs to advise the !TC tba·. it is 

considering a project proposal vhich inTO~ves a technologr agre ... nt. To enable 

'?'?C's evaluation of it, th• following additional information (nor no!"lll&l.lJ found 

in the tectmology agreement) n.eeda to be furnished to '?'l'C: 

(!.) th• technoloa to be used {eftl.uation of the 

Technical Department of GOFI) 

(b) •in parameters of the production system {evaluation 

of Technical Department) 

( c) eati-.tes of sales and fi.Jted in.ftstment in the 

production system (GAFI's assessment) 

'?he purpose of this in!or.nation is to enable the scree?ling of agreements 

~ the 'three-component naluation system' {See Role of t!le 'l'TC, tllis Section). 

Screening will indicate where the proposed agreement meets, or fails to 

meet, objectives in '!'OT PoliC7 and needed corrective measures. This will be 

'l."1'C's 'Agr"ment Review' - the •must advise' link•ge in Attachment A. 

The separate 'I' linkage bet-ween GA:""I and the 'l"?C is optional to GAFI 

(Joint-ventur~ u~ements other than on technolo~). However, it must be noted 

for ?c:fpt) is to diaallow pa111ents !or tradecrarlca, etc., or disallow certain 

licen.see obligations, if foreign venture partner bas control over the :naaage

ment or dominant equity in the enter;>rise. 

!n the particular caae o! Joint-ventures, it baa been pointed out in diaci..saions 

tbat compen .. tion for tecbzloloa C&lmOt be judged separatel7 from capital participa

tion parameters, and therefore, compa.tacilit7 teets shoul~ ~--ca.in witt ~~~ ;ro:~c~ 

approval bod7. Thia i• entirel7 a diacretioJ2&17 matter, the rationale o! evaluatory 

procedures onl.7 demandil1g that both !actors be judged in a sizlgle exercise. 



Since 'l'!C, ill effect, only ad:liaisters 'l'OT Polic7 and does not true it, i't is 

obrio~ desirable to baft aa Adrisory Bod7 to true this Polic;r. '?he Adrisory 

3od7 vill, in tact, also be the bocl7 that defines 'l'echnologr ?olicy (See tallowing 
diac:uaaion). 

I 
I 

I 
I 

I 
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CO~!:RATIONS IN AlJ'l'HORITY 

STRUCTURE FOR THE 'r!'C 

This Mission has basically recoc:mended that a national office 

!or the supervision of technology agreements should be 

established at the earliest, so that a coordinated approach 

can be taken to the role and place of foreign technology in 

Egypt. The term 'supervision' is used as the Mission 

considers that.at present, it wou1d be premature for it to 

make fina1 recommendations on the ult:iI:late P.EGULATORY form 

of the national. office and its source of authority. Two 

other factors also underlie this approach: (a) ~he suggestions 

made in this Report, or in the Working Papers, have not been 

ciraulated in oral or written form to all, or even the 

principal, organisations concerned with the role of foreign 

tech.91.ology in Egypt; thus there is no consensus whether such 

an office is feasible (see SectionI) or whether it should have 

a responsibility lev~l other tha..9l supervisory, and (b) the 

reasoning that this Mission should not pre-empt the examination of 

other options since the Mission's effort represents only 10% or 

so of the total UNDP Project comc.itt:nent. 

Within the range of options examined in this Report, the Mission 

opines that the Technology Transfer Centre (TTC) - the national 

o!!ice- should be a permanent structure with a Central Board 

o! Technology Transfer (see later) having authorittr over it; the 

role of the TTC being recommendato?'7' to project-approval authorities 

and controlled by a Transfer of ~echnology (TOT Folicy), set 

( 
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by the Central. Board, the rolicy outlining the role of 

foreign technology in Egypt. 

However, the Eg;rptian Gove?T.!llent may look upon this structuring 

as merely an interim arrangement, pursuant to TTC becoming 

a full-fledged regu1atory agency with paral.1els in Mexico, 

Spain, India or the Phil1ipines, or the Goverm:ent may 

consider the interim structure itself as too highly de~eloped, 

and needed to be simplified with respect to its scope ot 

activity or responsibility. 

With such in view, this Mission recommends five other 

alternative. concepts (options), each of which is regulatory 

and feasible within the Eg7fptian enviro~.l:lent. These are listed 

and discussed below. These same options have been listed in 

Section III but without detailed considerations given to the 

authority structure under which the national office (TTC) 

would operate. (The options have also been diagrametically 

depicted in Figures 7II-n.) F'i•1e new qptions open to the 

Government are: 

Option I: Central Regulatory Office for Technolo~J Transfer 

Option II: Separate Approval Authority for Direct Transfers 
of Technology. 

Options III: Departmentalised (Decentralised) Approval Systems 
for Direct Transfers o! Technology. 

Optioa IV: Centralised Administration System Under Law 
21 for approval o! contracts. 

Option V: Localised Administration - (GOFI) 

• 

• 
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In examining the Options, the following may be kept in :ti."'!.d: 

- the effect the Option wili r.ave on Law 43, and on 
the place and role of ~A-~; indeed, if GAFI's 
responsibility shou1d be increased, decreased, 

modified or left u:iaffected. 

- the applicability and the rele,,-ance of La~ 21 

the need and reason for the enac-:ment of new legislation 

(if any) 

- whether the '1."!C is a decision-maker; or shar~ iecisions; 

or is part of the 'decision-chain' 

- how the option affects the present role cf the Ministries 

in overall project-approval aut~ority 

- what instrumect will gO"'Tern the national o~!ice (TTC): 

law or ad:ninistrative policy 

- how the option af=ects technology agreements executed 

by P.~blic Sector enterprises, and 

- whether the entrepreneur/applicant directly a~proaches 
the '?TC· whether the TTC gives its decision directly to 

" 
tha applicant . 

I~ all of the Options discussed below, the contir.uance of 

GAFI and of the 'investment' and 'joint-venture' parts of 

La·11 4' are ex~lici tly recognised. In all but one of the 

Options (Option III), the T'!C would nave part or full 

decision authority; that is, either the T~C has a prime/sole 

role as decision-authority or shares the authority with 

another decision-body. The term 'decision', when applied 

to the National O!!iee (TTC) is always in respect of 

contractual arran!ements in technology transfer. 
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Option I: Central Reg-..;latorr Office 

In Option I, the T1'C is the sole decision-body for all 

technology agreements, independent of whether or not the 

recepient of technology is a joint-venture enterprise. 

Every licensee directly approaches the TTC for approval o~ 

the agreement. !he TTC would have the right to reject the 

agreement if modifications suggested by it (1! any) are 

unacceptable to the licensee. In Option I, GAF! would have 

approval rights only on pa?"ameters of investment, investment 

agreements, company statutes and company management. To 

give the TTC the above authority, new legislation would 

be required. TOT Policy #Ould become encompassed in the new 

legislation. The legal rights now with GA.FI vis-a-vis the 

approval of technology a,g-reeaents would pass over to the TTC. 

Option I is typically exercised in Mexico. This cour.try has 

enacted separate a.~d speci~ic laws for the regulation of 

investmen +; ar.d ··echnology con tracts. In 1973, the mal'lageme!l. t 

of t"•o laws were with separate regulatory agencies. Toda7 

it is centralised under the Investment Authority. To obtain 

a close ~ara.llel in Eg-rpt, the TTC would have to come ~ithin 

the administrative authority of GA.."C'!. 

Optior. II: Separate A~~roval Authoritv for Pirect Transfers 

of Teghnoloa 

In Option II, new legislation is enactei to give the TTC 

the sole right (authority) to approve a.ll these technology ~eements 

which a.re not associated with investment from the licensor. 

l 
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G.AFI, under Law 43, Will conti...~ue to exercise its present 

authority over all arre.ng~ments in joint-ver.ture. TTC a.~d 

GAiI ~ould each have its own ap:;:rasal system for evaluating 

agreements. However, a ccordinatin!l instrument wou1d be 
f J 

necessary to give a national approach to technology transfer. 

This could either be TOT Policy or the new legislation • 

(That is, the new legislation cou1d be the vehicle for TOT 

Policy). There are no close pa...-.oallels to such a structuring in 

developing countries. 

O~tion III: Decentralised Ap~roval Svste; 

In Opti~n III, each project-approval authroity (Ministry, GAFI) 

is its own regulatory au~~crity. T~is is very close to the 

existing Egyptian system. The major contribution in Option III 

is that new legislation is er.acted to limit the epproval rights 

o! the project-approval bod7. The new legislation would 

specify those nationally repugnar.t or restrictive practices 

which would per se be unacce;table in Egy~t. In Cptior. III, 

there is no separate, centra1 regulator:; body. The 'TTC', i..~ 

this Option, is merely an admir.istrative office with legal

administrative fu.~ctions with plac~ment in the Mi.~istry of Law. 

This type of s~rstem j,.s generally followed by Yugoslavia and 

Argentina. 

Option IV: Centralised Ad;iinistration Under Law 21 

In Option !V, unlike the situatior.s in Options I to III, the 

TTC is not a legally created authority. It is merely a centrally 
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organised department with certai.~ decision functions 

delegated to it by the Ministries, which alone have the 

authority under Law 21 for approving projects. The TTC, 

thus, becomes part o! the decision-cha:i!l which aceords 

approvals to projects. In the ~normal course, the TTCps 

decision on an agreement wou1d be accepted by the concerr.ed 

Ministry; however, it will be within the prero@'ative of the 

Ministry to act as it thinks fit, disregarding the advice 

of the TTC. In this Option, the TTC will. have responsibility 

only for direct trans!ers of technology and licensees would 

approach it directly. To avoid potential conflict, onl:r the 

Minist~ would 'issue th~ approval' of the agreement. 

(GJU'I could utilise the fppraisal-capability cf such a TTC 

for its decision processes). The TTC would very largely 

function as the present 'Local ~.anufactures' Department 

in GOFI does with respect to GOFI and GA.FI projects. 

The TOT Policy, Wlder which the TTC will operate, will have 

to be set by the Ministries concerned. In a very broad 

way, India utilises the system of Option IV. 

Option V: L9calised Administration - (GOFI). 

In this Option, the TTC is a department of GCFI like the 

present Technical or Local Manufactures Departments. 

While GOFI would be the regulator.r authority Wlder Law 21, 

it would delegate to the TTC the rights to ap~rove licensing 

agreements for direct trans!ers ot Technology - but only 

to the extent o! the projects coming within the jurisdiction 

of the Ministry of Industry. The TOT Policy wider which the 

TTC will operate will be set by GOFI. 



• 

• 

- 133 -

Th' Placement o: Pugliq Sector &;terprises 

In evaluati?lP.' any of the above OptiDns,'express conside:-ation 

must be given as to how it will affect transfers of technology 

to the Public Sector. Since ~ublic Seetor enterprises 

dominate the ir.dustrial economy o! Egypt, there is little 

poin~ in developing legislatior. which excludes their responsi

bility or in creati~ decision networks which are inapplicable 

to them. Tb.us, any proposal for new legi.sliation must envision 

the impact it should have on contractual acceptances by Public 

Sector units. It is recommended that,as statutory bodies. 

they must come wi~hin the purview of laws that govern contractual 

accepta.~ces by the private sector. This is the situation, 

for insta_~ce, in India. Presently 18.w 21 is inapplicable to 

Public Sector firms. Law 43, too, is weak in that it only 

requires that 'projectst should be in national interest, 

not the contractual vehicles. 

Central Board, of Technology Transf§± 

The term 'Central Board' is used here to avoid a.~y confusion 

with the objects and purposes o! the National Board of 

Technology Transfer, which has been organised under the 

JPOnsorship of ASRT. Further, the concept of Central Board, 

as discussed here, is only applicable to the recommendation of 

this Mission that the TTC be organised as a central appraisal 

unit (see PP• n.:r and. !16~121) operating under the aegis of ~ TOT 

-l'oliey (see second paragraph, p.122 and third para.graph, p.12~),in turn 

developed in a multi-agency effort, namely, a ~oA?'d. 

l 
I 
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It is recommended that the authority instrument for the 

TTC (to repeat - as central appraisal uhit) should be 

a 8entral Board of Technology lfransf er* which sets , in respect 

of technology agreements, a TOT Policy derived from considerations 

of the role of foreign technology in Egypt (Technology Policy

Secticn V). Tb.is recommendation arises from others· (see second 

paragraph, "'.133 and, Recommendation 4 of Section I) 

that the TOT Policy should have a wider purpose in Egypt than 

merely being directed to the quality of contractual arrangements. 

It is recom!?lended that the co~position of the Central Board 

should be such that it re!lects the views of all impo~tant 

organisations directly associated with tha use of technology in 

Egypt. In particular, it is desirable that there be representa

tion from ASRT, GA."'"'!, tb.e Patents O!fi,:e, Trademarks Registry a::.d 

from organisations and policy-groups associated with the 

de7elopment of small-scale industry. It is also recom!!:ended 

Board should have representation froa chambers of coc:.cnerce and the 

stock exchange so that the view poir.t cf the E~ptian ~rivate 

sector is taken into consideration. 

At :the same time, it is recommended that the Central Board 

should have a forward-integrated technology - industry orientation 

rather than a science-industry or science-technology orientation, 

* Which Eoard may ev.entually become the national Board or be 
absor~e4 into it. 

• 
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and that the ?olicy makers have a c:ose working interface 

~ith those executing policy (the TTC). It is there!ore, 

furtter recotr.mended thA~ the routire operations of the TTC 

should be guided by a sub-committee of the Board which is 

wholly composed of representatives of i~dustry management 

(GAFI, GCPI, the Ministries of Health, ?etroleum and 

Agriculture). Since the Open Door Policy favours the private 

sector a.~d economic development through !El&rket forces, the 

sub-committee should have :lhe appropriate bias. 



SECTION V: TECENOLOGY FCI:.IC7~ ~"ID TTC !/ 

GENERAL 

1. To meet its objectives in the year 2000, F.gypt plans to increase its GDP 

8-fold over what '9"•ailed in 19?5, concurrent with the transformation of a 

quaai-agricul tural societ1 into an industrial. one. The 'October Document' of 

1974 clearly states that the "future of Egypt depends on irdustrialization". 

The Ministry of Planning has stated ''the economic and soci,tl development of 

Eg:n>t pivots on the development of ~tian industry quantitatively, qualitatively 

and technologically. With this bias, underscored by Lav 43 of 1974, it is very 

nident that the industrialization of FQJ>t will be promoted through heavy 

injections of overseas technology and investment. 

2. At the same time, F.grpt realises that the socio-economic structure of a 

developing country - which it is - can be severel1 strained and adversely affected 

if such technology is injected without discrimination or direction. Unguided, 

technology itself, as well as the terms under which it is acquired, can cause 

unacceptable distortion.a in society which may also become well-high irreversible. 

On the one hand, inappropriate and inconsequential technologies (or trademarks 

rights masquerading as technologies) may nood and imbed themselves in the country, 

and on the other, the cost of technology, or the controls imposed on the use of it, 

could commit the country to outnovs of funds which can seriously endanger it• . . 
balance of payments position. 

Further, uncontrolled acceptances or technologies can increase, rather than 

decrease, the country's technological dependence. 

3. It is also recognised that the progress of industrialization is demonstrably 

uneven, and of itaelt, can introduce new eocial teneions and i111balancea. An 

industrial society, it is now becoming clear, cannot evolve without contemporaneoue 

transformation of the aocio-eeonomic structure. To the extent poeaible, all 

induatrial sectors of eociety must have acti viet roles in the productio11 of good.

&Zld •ervicea and all elem~nte of eociety should benefit from the application of 

technology. 

:J Baaed 011 Working Paper II. 
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4. In recognition of these !actors there is demo?lStrated desire in Egr:>t that 

proper policy instruments and ir..sti tutional mechanisms should be devised so as 

to exercise selecti Yi ty in transfers or technology and guide technology nows 

into directione desir'!'d. The overall bias is, however, that technology transfer 

mechanisms must be promotional in character and not defensive in strategy. 

5. To this end, and as one of its intruments, the E:gyptian Goverment has 

proposed the formation of a Technology Transfer Centre (TTC). The tasks before 

the Government, on which UNIDO assistance has been sought, are: 

(a) to define the roles and functions of the '!'TC 

(b) to allocate a place !or it the Governmental decision matrix and 

(c) to recommend the policy framework under which it should function. 

POLI CY INSTR':.i"ME:NTS 

6. Surveying the scene, adequate mechanisms already exist in Egypt for carrying 

out sectoral studies for the evaluation of project feasibilities, and to some 

extent, technology selection. The information system is rather weak but this is 

being remedied.. Con.siderable capability already exists for the analysis of the 

production system and for rendering advisory services to entrepreneurs and to 

Public Sector uni ts in the selection of machinery and equipment. Adequate 

capacity and capability are also present for project implementation. 

7. Sowever, the weakest links lie in the absence of technology-related policies 

and insufficiency of expertise for the evaluation of technology and its contractual 

vehicles. 

8. Where adequate policy instruments exist, the operations of an organization 

such as a Technology Tranafer Centre can be defined within a narrow framework. 

It could perform a specialist function as one cell of a multi-dimensional admi

nistration matrix. In such a case, its responsibility would basically be to ensure 

that costs of imported technology are reasonable and proportionate to its contri

bution, and that the recipient of technology has not accepted excessive limitations 

on his operations or incurred extraneous obligations. 

9. However, in the absence of such perspective policy, mere acceptance of tech

nology agreements on the basis Of reciprocal relationships, or even from the wid.e:

viewpoint that national prerogatives should not be surrendered in the procees of 

accepting foreign technology, may damage, through indirection, whole domestic 
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sectors of the economy whose needs and security are not protected by other 

policies. 

10. !n the flux of change that now characterises Egypt, it needs to be cade 

certain that a~rovals of foreign contracts, whether involving technology alone, 

or it being accompanied by foreign investment, do not by inattention or disregard 

ba'H unanticipated adverse impact on other sectors of the economy. S~ewhere in 

Go.ernmental administration, assessments must be made as to whether the introduc

tion of certain types of technology vill lead to disinvestment of existing 

industry or create unemployment, or like disadvantage, in some other sector of 

economic activity; and if so, whether the attendent effect is an acceptable default, 

or risk, in the larger nationsl-political interest. 

Assessment pr~cedures should recognize that adverse effects (on other sectors) 

may not be created by the technology applied in the foreign-assisted production 

sector but could result from the acceptance of unguarded contractual terms in 

trademarks, market divisioning, and assertion.s under patent rights, etc. 

11. The objectives set forth in Paragraphs 9 and 10 cannot be serviced by the TTC 

without.adequate background policies, particularly a Technology Policy. Instrwnents 

a.s Lav 43 and the October Paper proVide direction but not body to Policy. 

12. In thi e connection it would be worthwhile to include a conclusion in U!;!OO 'e 

Industry 2000 - New Perspectives {1979), pa.g'! 193: 

'"..'hatever countries or groups employ modern technology as a tool of industrial 

development, must themselves elaborate technological strategies. Policies towards 

technology •••• must recognise that technology, if it is to realize its unfulfilled 

promise, will only do so vhen those groups wanting to use it have a clear conception 

o! why they are utilising it and what ends they hope to achieve". 

13. In the Egyptian sit~ation, the role to be played by technology appears quite 

explicit ( •••• "the economic and social development of Egypt ni vots on the development 

o! Egyptian industry quantitatively, qualitatively and technologically" ... Paragraph 

1). Had it not been so, a technology policy could perhaps be constructed to directly 

re!lect the 'technological. content or national pclicies and objectives'; that is, 

the technical purposes sought in the transfer and development of technology. For 

the case in hand, technology policy in Egypt can be nothing less than a mirror 

renectiot;1 or its social aims. It is also social policy. 
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14. I~eally, for its !ltl.~~oses !.n~ f~smework, techl:olog:r pclicy vouli :-e-~~~ ~r.e 

clear articulation of national. needs. Very rev countries, if any, can be explicit 

in this regard because of economic factors and ~ressure groups. In the practical 

sel'lae, therefore, technologr policy is essentially an expression and the elaboration 

of' strategies vhich divide, integrate and associate sectors or the economy innuenced 

by modern technology. 

15. Technology policy is not an extraneous injection. In any directed or planned 

.. economy, whether recognized as such or not, so1H :policy is at work signi!"ying uses 

to which technology is being put. Where this can be identified, teclu:ology policy 

manifests itself. 

16. !n the discussion attempted here, it is feasible to onl7 indicate the large 

factors in for:ning technolou policy. The more direct objective is to define these 

considerations vhich must guide the evaluation of contractual conc!itior.s in transfers 

of forriim technolog to F.ej:pt so as to meet the parpos• set forth in Paruraph.s 9 

and 10. These considerations would be spelt out in a Transfer of Technology Policy 

('IOT Policy), the immediate and precedent policy that defines and coctrols the ambit 

and operations of a 'rl'C. 

17. The 'l"!'C o~\ai11a its cnarter from addresses to questions as to whether forei~ 

technology should be the primary tool !or development of industry or whether it 

should have a 'residual role' - after exhausting prevailing domestic alternatives 

to technology; or i! they must co-exist, whether they can co-exist, and under what 

conditions; and the icpacts or such choice on the technology already being er.iployed 

in the country, on local centers working on the development or technology, and 

indeed, on its internal transferability. 

18. And second, the capacity of a nation to absorb and utilise technology, and 

particularly foreign technology, must be reckoned with. s.;.,e economic sectors or 

the country, like the Public Sector, may have the capacity to absorb large injections 

of hard technology; others, like the 8111811 scale sector, may not benefit at all !rom 

modern technology. Consequently, this consideration must be taken into account in 

guiding technology f'lovs. 
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19. Corre~r.di.ngly, icatitutional atnctures mst be crHted in order to i::iple:nent 

such policy. For th.e regulation (or cbannelling) of fornr- technology a specialized 

agency is a sine qua non since international transfers of technology have ::e~ea.t!:.ed. 

a new 'knowledge ayst•', application of which requires lnll.ti-disciplinary skills. 

Tlwa, tec!lnoloa polic1 mut delegate to this agenc1 (the 'l"!'C) the role and !unctior.s 

of cbmmelling of foreign transfers of technoloa. 

20. In the Ec!Ptian s1at• of governmental adlli.ni.atration, project ap!J?'O'f'a1 authority 

is decentralized - that is, final decisions on the acceptance of technology (the 

tecimi.cal means to be empl.oyed in a project), and of the contractll&l terms under 

vbich it is offerred, a..~ with GIJ'I, GOFI and several Ministries. Therefore, ~ 

alone ca:mot implement the TO'! Poloc;r. 

21. It ~ there!ore been recol!ll'lended t~t: 

Ci) T'l'C should act aa a recc:m!\endator;r secretariat assisting and adVi.sing 

project approTal authorities in t!ie appraisal of contractual. obligatior.s 

in transfer of technology contracts, em 

(ii) 'l'TC, u vell aa project-approval autherities.should jointly subscribe 

to a co111110n polic7 which will define the general terms for the acceptance 

of foreign technology into Egypt, i.e. '!.'OT Policy. 

Thus, the ambit of the TOT Policy is quite significant. 

22. Since a specific 'l'CT Policy for Egypt cannot be developed until the overall 

technological strategies are framed and structured. T"::is Paper develot1es a dra!t 

interim TOT ;oli_~Y on the baaie of the general experience o! developing 

countries modified by readily apparent features of the present socio-economic 

environment in F.g:rpt. (Some considerations in the latter text penneat the balance 

of this Section). 

CONS!DERATIODS IN TEc:moLOOY POLICY 

23. The forthcoming discuasion onl.1 pays 'lip HrTice' to the technical ouMoees 

which should be HrTed through technoloa nova. 'l'hi• is a task for planning 

organizations once teclmoloa policy, to vhich they would have sui:lecribed, defines 

the uses to which various categories of 'technololl' systema' should be put. The 

major focus here, is on mana5ement functiona.in the'transfer o! tec!u!ology process.• 

• 
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24. No developi:ig country has thus far ~resented its technology policy in 

explicit form. T"nus, models are not available. Sovever, in the case of India, 

same of it• policy instruments are clearly established. Appendices to this Paper 

depict them brieny. In !2!!. of the concepts developed here, this ::onsultant has 

drawn on the Indian experience. 

25. Planers in a developing country must seek answers to the following: 

a) What goods should the econor:iy produce? - heavy machine tools or 

bakeries ? 

b) For whom are the goods meant ? - for low-income groups or elitist 

socie'Q ? 

c) Who vi.11 produce the goods ? - the small industries sector, joint

venture sector or other ? 

d) What th..'"Usts are necessary i~ the use of resources (in the widest 

sense of the term) ? - foreign technology, foreign exchange or labour ? 

These are, obviously, parallel questions of equal weight With their answers 

interactive and interdependent. The tecb.nology planner cannot take a 'back-seat', 

wait !or other planners to excercise their options and then seek his role in the 

'technological conte?!.t of objecth'es and 90licies'. 

Tech:lology 90licy cannot stand isolated from social issues. :.! For illus

tration, it may be a Viable strateg;y to nave cheese made for lC>Y-income groups 

through joint-venture ente~prieea, using foreign exchange earnings as the resource 

to service profit repatriation. 

But then, cheese-making involves machinery, and cheese itself, needs to be 

packed in plaatic, transported in trucks and distributed from cold storages. ~ith 

the constraints in a developing country all these requirements ca.m:ot also be met 

through the joint-venture mechanism. For one requirement, the coat ot direct 

licensing might be more !av~urable than the costs and obligations ~~ a joint

venture; in another, foreign technology may reduce prices but br-~ng no other 

In !act, it has been demanded o! technology that it should be addressed to 
tbe "poorest ot the eociety" (''World Plan of Action !or Application of 
Science and Technology to 1'evelopment and the Regional Plan.a"). 
United Nation.a F/AC,;.2/XXI/CRP.13, (19?5) 
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advantage to domestically • available technology. While making these choices 

it is necessary to ask whether or not technological dependence might deepilll. 

I! so, what penal ties would hue to be paid and who will pay th•? (That is, 

what is the social con.sequence)? This muat lead to another question aa to 

whether or not such adverse social consequencecould not be redressed., or 

alleviated, by spreading the •technological load' over the overall production 

system. 

26. If the latter approach has meaning, as it appears to do in developing 

countries, then technology policy must absorb the taak of outlining the strateries 
which., in the interplay of economic. comr.:ereial and re,;ulatory forces, will: 

a) Allocate sources of technology (the joint-venture, licensed transfers, 

local technology) to the 'users of technoloo' (the Public Sector. 

small-industries sector, etc) in the context of equity and appro~riatenesss; 

b) ensure that the weaker sectors (as the small-industries sector) maintain, 

and to not lose, their Viability by unrestricted e)C!)Osure to col!li>etition 

from other sectors; 

c) upgrade overall utilisation of technology by conscious development of 

capabilities in national managers and engineers; 

d) reduce technological dependence on overseas sources by internal transfers. 

o! technology, including that from the laboratory to industry, and 

e) stimulate local innovations and domestic developments of commercially 

competitive technology. 

Except for the emphasis on the 'allocation' element in the uae o! technology, 

which is the recolllJ!lended charter to '!"re, the management role described here baa 

close parallel to that !ormulated by Dr. O.A. E:L Kholy in "The Structure and 

Fwictioning o! Technology Systems in Developing Countries" 

UNIIX> ID/'#G.301/2 (June 1979). 

27. Technology policy 11,. hovever, not industrial policy, al though th~ are 

dynamically interlinked and co-exist. Industrial policy aims at the production 

system and the placement of human and material resources in a regulated system o! 

production ~nd distribution of goods and services. To achieve it• objectives 

industrial policy seeks to create an infrastructure through vertical and horizontal 

integration of related and interdependent activities. 

• 
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Tecb:lolo~ policy, on t~e other band, is orieuted to strategies !or 

achieYing desired '!>alances in. tbe social sectors vhi.c~ technology is me.zit to 

S.rYe. '!'echnolo17 polic7 seeka to create a su-oerstructu..-e vhic~ can bring 

about th• horizontal intesration o! dissi:silar •l~nts and forces in.tluenci:lg, 

and in!luenced by, tec!:noloa. 

28. 'lith 'this perspectiYe, it becoaes possible to illnstigate the main parameters 

on which a technology policy can be constructed. 

29. In ?aragraphs 40 to 9·4.an. attempt has been i:raci.e to identify the role that can 

be played by tecbnoloo ill the denlopment of the economic sectors (the allocative 

task). For this ~se, !our economic sectors have been chosen: (1) the joi.nt

nnture sector (2) the ?ubl.ic Sector (}) the large-units' Private Sector and (I+} 

the s:aall-units' :Tivate Sector (defined, not as in the ~tian context o! units 

~loyi.D! less tban 10 people, but as an arbitrary dirision of the total ?rivate 

sector, employing ::aodern tecimology). No particular fons is brought to bear on 

rural and village industries si:lce they ... .,.. seen, in this study, as o:ll.y t:tle 

beneficiaries of modern technology and not as its direct users. '!!ley participate 

in cost-free transfers of technology which occur when tecr.nologies deg:-ade into 

tecbniques and diffuse into the economy • 

.30. 3ecause of its bearing on the 'r!'C, much o! the discussion revolves around 

contractual conditions t!lat wst be :n-esent in technology agree~ents so as to 

achieve the objectives ~iscussed in ?aragraphs 9 and io. 9asic:ally, the strength 

of the "source of technology" should be fully exploited while making sure that 

the roles of the sectors, particularl1 the small•l.Ulits• sector, are not hurt or 

hindered through inattention in collaboration agreeme~ts. 

;i. Such analyses, com~ined with considerations on the •technical purposes' 

for wb.ich technoloa is sought (i.e. products of the econom, ) ,should enable 

technology strategies to develop •source-user• matrices. The outline of a !ll&trix 

is presented i.n figure XI!I. !Mia's position on ~he large-unit's private sector ~s 

given in the following lis~ a."ld !"i&Ure X:V &s ~ example. 

,32. ~trategies to enaure the protection ot the weaker sector are covered in 

?aragraphs 38-39, 75•?9 and 9Z-1C3. 

I 
' 



sot•c~s or 
Tf.Clll ll li'lT t11tllc 

S.ctar 

TnaafH of 

ror• ,.,. l•cll-

lftoloay ta.rouft 

,._., .... , - J' 

... · .. &W1•r or 
roralp , ..... 

•l•o "'"'""' 
hz•••t .. at 

Lat~nl 

u .... , ... , 
Tr11••f•rs or 
Tac..,.oloa 

T•caooloo 
Trs•e!'•r 

fr011 L•tontoey 

to 

ln411•tr7 

Lat•rFI'~ •• - 1. frefar••4 

lla•otlo•..i l•du triu 

TeclU\olov 2. Suprort1n• 
fohci•• 

TCllC 

... (' .. ._ft,~ 

Tete• T•r.ll.1Uc• l 't't.01•n Uon 

~n• f#••!oru:." .:~ ... r.trt•s 

!l'i ,•11·~ U Jl • !lt UICt:-USEI 1U' . l II• ~l:Cllf.l•lOOT ~l LI Cl 

USUS c r HiZ.:t:~~ll.\:. T .. ·t·tt~ t lC ':'I 

Lu1•-lln1 la' S..U·U•U•' VUl111<e •114 .... , .. ,,-s ar ...... .. , ... ,. tri•U• . ..... 
!ieC\01' :i•c:tor 1111 .. etri• 

&..rt•·Ur.1 I•' lu~Ue 

!.let:\tJr Prl'f'll• 5ec':•r 

1. rr•f.r....i 
l•-!'6:Uriea 

2. Sufrort h>1 
tottclH 

1. 1 :·~r .. red 

Jr1Juet:-••• 

2. :;.. pf"'rtln1 
tolict•• 

JV. Jvt1.t·V•rnt1•r• a.us. L·•r.,4•Un1•' !jttc ~or 

•'.!''::- ~r '111 -11:1I!\ 1 :.'I • ~r-

K1pen·h••• (111IU1.C) lr.~y111·1H' 

""~"· 
Pri••• ~ecter 

Beeler .... 

I. frararra.C . ..... ,,, .. 
1, S..•;nu .. 

f•li<iH 

• i1c lu~u rr .. 4\411• 
i.nter1 rt; r• 

I Kl 

·-
.. .. 
.f)a 
./'. 



- u~ -

!!ldia's ?olicies ·~ Larre-tnits' Priv~te Sector (Industrv) 

1. The basi bias in India's industrial develo?Dent :policies is rer..ilator;r. 

2. Indian Private Sector is excluded froa: establis!Ung, or participating in, 

• defined natio~lly-sensitive projects (armaaents, nuclear energy, etc.). 

3. Other than rationalisation needs in ex:i.stins Private Sector units, all a:::,. 
investcent in de!ined categories of industry will be the exclusive area of 

the Public Sector (electric :power, steel, mining of :najor ores, altominium, 

etc.). 

4. In a defined category of industries, the Public Sector will co-ex:ist with 

the Private Sector and will gradually establish docir.ant position (fertili

sers, petrocher.iicals, etc.). 

5. In all other categories of industries (undefined) and products (andefinee) 

the Private Sector shall have t~e cem~lete dor.tain, unless public interest 

is threatened. 

6. The Government has taken no position on industrial consultancy services; 

both the Public and Private Sectors can b~ active. 

7. As per the :ndian Companies Act. 19~, and the IDR Act, the Government 

reserves the right to 'take over' production !acilities o! large fir:ns 

(defined in ter.:rs of assets) if ~ismanagement is suspected and if if i• in 

the public interest. 

8. The large-units' sector, as companies incorporate, is excluded from ::ianu!ac

turing orod~cts which are wholly reserved for the small-scale sector (some 

B;o products). The latter sector is defined in terms of invest~ent. large 

·units producing such products be!ore the reservation (circa 1977) can 

continue to do so but will not be permitted to expand, change location, etc. 

9. For a de!ined list ot products and industries, All companies in both the Public 

and Private Sectors (but excluding small-scale sector) must obtain !ndustrial 

Licenses which endorses capacity, location and product-mix. 
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10. "11 contracts for foreig:i. tec!'Ulolog-J r:ust be approved by Government even 

if t~ere is no ::ia:r.nent in•ol ved. C'"her.. a small-seal e unit licer:.ces 

technology, it l!IUSt lllso obtain the same approval from Gover:imer:.t. ~e 

S&l!le a~plies to Public Sector units}. 

11. Industrial. licensing !or all products (except as covered in Iteei 2 above} 

is centralised within a single unit of Central Governcent. The same body 

has sole authority for approval of technology contracts (or any agree~ent 

relatir.g to industrial. production or services entered into with non-Indian 

parties). 

The approval. of foreign investment Cir.. projects) is with the Foreign 

Investment Board. This Soard also supervises technology licenses. Fcreig:i 

technology cannot be capitalised. 

12. ~l payments for technology or technology services :nust be e:fected through 

The aeserve San.It of India who may examine agree!l!ents to deter.nine allowa

bili ty of re!!littances. The 2eserve 3ank of India is also th~ single channel

ling body for profits, dividends, capital repatriation, etc. 

13. r:o specific instrument controls joint-ve!'1ture investments. .Ul ~ !oreign 

investment is rego~lated so that foreign eqUi.~y in !r.dian enterprises is 

~ 40%. Exception is given to '100% - export' projects {when ~00% equity 

is theoretically possibJe). 

14. Large units above a certain size (or belonging to '3ig Business ~ouses') -•/ 
will generally not be peMlitted to engage in 1r..c% !o"'ard•integratiott. A 

certain amount of production :nust be sold !or conversion by the small-units' 

sector. (Thus, a producer of ~lastics resins can convert or~y 25% o! his 

production to plastic end-products as film or pi~e). 3ig 3usiness ~ouses 

will not be permitted to er.gage in consumer non-durable prod~cts. 

15. The Goverr.ment periodically publishes three lists: 

(1) industries and products in which foreign investment is permissible 

(2) products/industrit• where foreign investment will (ordinaril1) not be 

permitted, and 

(3) products/industries in which neither foreign technology nor foreign 

investment will ce permitted. 

:J Detined under the Monopoly and aestrictive Tra.:ie Practices Act. 



1E. Sole supplier or sole distributorship agree~ents in co~pa:ties above a 

certain invest~ent level are not pe?T.!itted by ~he Gover':'ll:!ent except with 

its peretission (Indian Companies Act, i956). 

17. All com~ar.ies ~e encouraged to laterally transfer tec~.nclogy. To aid 

this, ~ of all income from sale of techr.ology and technolOg"J-related 

services are free of income-tax. 

18. ::xport of technolog"J a.~d services is encouraged. 100"': of all incoce from 

such exports is free of income tax. 

19. All companies are e~couraged to do a & D. 1CC% or all expenses (of capital 

or revenue in ~.ature) are expen.sable against inco~e in the year of ~x;e~se 

If R & D results are utilised by the co~pa..~y, an ex:;:e~..se at 120'~ of capital 

cost can be deducted from gross taxa~le income. In addition, normal 

depreciation can also be charged. Sale of ~ & D results obtain the 

concessions of (17) and (18). 

2C. The right to sublicence tec;,:.,ology ~ust be incor:iorate in all licensing 

agree~ents. 

21. The Government encourages, through tax concessions, wide diffusion o: ~·;.uity 

with the general public. 

22. T'ne a~pointment of Di.rectors in ver/ large fir.:ls is supervised by Govern~ent. 

The appointments of Managing uirectors :nust be approved by Governme~t. 

23. Compa~.ies in which foreign ir.vest~ent is higher than UC% can.~ot diversi!y, 

expand, reduce capacity, char.ge ~~nagement, ac~uire new !i~s, raise ~rivate 

or public loans, ac~uire new technology, extend ~irectors~.ip, provide 

cor.sultancy service, tr~de in products of third-parties, i~port and sell 

produc:ts and equipment, char.ge capital struc~ure, dispose of propert7, 

acquire real-estate, open branch o!!ices, et:. '#ithout the s-;eci!ic approval 

of the Government through authorised agencies. 

24. Government encourages multiple production units. Companies will be per!:itted 

eX])ansion only to reach economic viability. Thereafter, further production 

'#ill have to take place at a differect site. 
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25. Geogra?~.J.c dispersion of large units is e~cour~ed. Cnits located ir. 

'backward areas' can produce certain goods whic~ wo•.i!d ~ot be ot~er-.dse 

encouraged. Location in bac~ward areas is facilitatee :y tax concessions. 

26. Companies using different foreign partners rirust establish di~fere~t companies. 

27. The foreign equity of an Indian firm cannot be transferred to another foreign 

firm without t~e approval of Government. 

28. Companies in which foreign investment exceeds ~will not be ~er:ui.tted to 

make consu~er products. 

II I 

• 



• 
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1"it-.'Ure XIV. FOIU:HiN l'AH'l'ICll'A'rIOlt lN lNIHAU UWll:l'l'l<Y* 

( ,i.ir. <.!.l uo tahl t:) 

')1)000 Compunieu 
(KegiutoJ~d under the lndianCompunies Act, 1961) 

300 PuH 1c ~foe tor Compan lea 
(No foreip:n Investment) 

I 
ioo with t'oreil''.ll teehnolo11,y 
(800-1000 technolORV licermos) 

41)00 "l'ublic Ltct" Compuniea 

I 
2·500 with forei1•n involvuin1mt 

(Mimufucturhw Umnpaniou) 

I 

"l'rivate Ltd" Compitn leu 

·100 wlth forLm lnvnlv•mont 
(manufucturi ntd 

I I 

l':>O joint ventures ')'jO with 
I icenttin11, 

1300 Gompuntou 
with Forui;>n Invt:11tmont 

1000 wi t.h forei1~ 
tochnolog:v 

(including expirwl u1~r·•emtmt.t1) 

200 Joint-!1~ct.or 

•Source: l'rivuto A:rne~mment 
Arni llv-Ted1 Cnn:iul tantn 
N1lW L"I ta i, lrarl iu. 

'}00-400 
"two-bott:v" 

,intnt vomturou 

1100 compuni•!u pre
tl•Hlt.l:V or in pant 
con L 1·0 I t wl uu li1'Ji 11 i a r i 011 

'J'NCu 

300 .1otnt. Vt"OLUJ'O~J with 
11t1~n If I cunt pu,.tt ei ••uti on 
fro111 wmurnl public 

. 
I· ,,-: 



33. Zn :nan:r cievelo:>ing countries, t~e tr!.."lSfer of +.::chr.ol~g:-r i3 ·rieweri 3.s es::::::"':is::~r 

the 1 tra~sfer of ca~city 1 - a straight for~ard fo~ o: i~port-substitution. ~s 

soon as the tra."lsfor::iing instrument (production s:r::t§!!:l~ - '"'hich converts ra1M 

materials to pro~ucts - is situated and is operative in t~e national territOr<J, 

it is assumed that the transfer of technology (or of ~ow-how), is achieved. ~ 

developing country is ill-served cy such a concept. 

~. A technology transaction should serve more than this function. It should 

transfer capability. It is a right that must be claimed from the transferor and 

set down in the contractual document. Transfer of capability is not ~erely traini~g 

on how to run or :naintain a plant, or even how to ~eet cost and. quality targets. 

Capability is achieved when (a) the technical skills to ~anage ~anufacturing sequences, 

the i<nowledge s.~ills to expand, cha."lge or diversify production, and the organizational 

skills to :nanage the enterprise are in the hands of local ~agerial ?ersonnel, and 

(b) ~hen techniques of the ?reduction system percolate to the engineers, technicians 

and operators tr.rough the :;ur:;iose:''J.l crea:tion of a.~sor;-ti 're :;:iower wi tl~i:::: t:::e ente:-prise. 

~owever, transfer of capability is ccmnleted only ~hen (i) the decisicn-ma.~i~g 

powers to expand, change or diversify the production sche~e are those of t~e national 

l!IAnagers of the enterprise a::d (ii) the rights of the domestic er.terprise to seek and 

diversify markets are not ur.reasonably constrained oy the supplier of tec!l:lology. 

35. !n unreg~lated, or '.l?lgoverned, transfers of overseas technology, the above 

refe~red decision-making po~ers are often in the hands of the transferor of techr.ology 

~1 virtue of the ::ianage~ent control granted ni~ (for instance in a joint-vent~re), 

or the above~~entioned rights of the local enterprise are often cu:-taileci by the 

sup~lier of technology th.rough ~isuse of his powers (over-extended obligations) 

·mde::- grants of patent and trademark rights and exc:lusi•1e reset .. 1ation of '!laritets 

for ~i:nsel!. 

Capability is not granted. It ~ust be wanted. It should ~e part and parcel 

o! t-tchnology policy. 

• 



• 

•ralue-acidition. 'r'hi:.. is bportant i!l 'bot!l tne i=:iport-substitution and ex;iort 

sectors. The ensuing discussion relates basically to implications in the i~?Or!

substitution area. 

37. Nere asser::blies of products in the ~echanical/electrical indust:-y, or foM?u

latin~/compounding in the 'process industry• do not L~ply use of tech.~ology even 

when ~roducts are meant for ~ass ::iarketing. :./ 'Tec~.nolog'J agree~ents',in these 

are~are often cloaks for ~erchar.dising of trade::?arks and ~arket rights (i.e. 

they confer 'exclusive SU?plier• status on t~e l~cal enter?rise). 

38. Consequently, developing countries need to scrutinise collaboration agree~ents 

to ensure that local fir.:is will contract for '!lard' technology; in essence, value

addi..~g technolOg'J• !'he right to make, and the ca:;iability to ::take, :::ajor ccr.i:;ioner..ts 

of the candidate product syste~ are 'tec~.nological objectives• tr.at must oe ~resent 

i.~ licensing arrar.~e~ents. 

39. :ikewise, collaboration arrange~ents have to be scrutinised to see that ~alue

addition, which should properly belong to the enterprise, are not diminis~ed oy 

com~ercial contrivances. For exam?le, if one of the ?artners to a joint-venture 

is a so~e seller o! the fir::i's major inputs, and the other par!~er the .so:e 

distributor of its products, it is possi~le !or pricir.gs of input a.~d output to 

be so ::zanipulated t~.at the fir:n exhibits so low a value-addition that the tecr.nolo~ 

applied appears inconsequential. 

40. Howeve:-, ~ra:ue-addition at the level f an e~ter?rise should :tot 'oe so ;JUrsued 

or re~arded that it negates the consideration that a ?art of the value-addition 

could be ::is.de to occur at a point outside the ente~?ise at a lower cost, in ~9al 

or socio-econo::ic te?':ns. For example, to ':ake ar. extre:ne case, it ·..;oul.:i 'oe i~-

appro?riate to reward a technology supplier because the :icensee enterprise ·,,;ill 

make all the bolts it requires for the manufacture of a refrigerator. A fir~ 

already in the business of ~a.king fasteners ~.ay be a'ole to supply the 'colts at a 

lower cost, or more importantly, in a developing country, its production could be 

dele~ated to the small-units' industr; sector for socio-economic co~siderations. 

:J :·!anage::ient systems are of greater relevance. 
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~1. Concepts in value-~cdition are expressions of tec~~olo~ical strateg-J. 

To the extent that social policy re~uires 0ala~ces ll:!!ong t~e production sectors, 

inter-sectoral su·ocontracti.-i~ should be conside:r-ed a.-i i::tporta."lt ::tec!':az:is:::i. :'!:us 

socio-economic purpose would be served when a public sector enterprise (itsel~ a 

socio-econo~ic conce?t), i!l conse\ous exercise, delegates out, :n&."l.agers ar.d 
I 

supports 7alue addition inthe smaJ.l-units' sector. (3ee ?arag:-aphs 93-94). 
Lil<ewise, the divisioning of 'downstream processing capacity•, referred to in 

?ar~aph ?7, is an exercise in the delegation of value-addition. 

~2. :~en an enterprise •.uiderta.~es 'oack"~ard integration' towards raw 1laterials, 

or 'forward integrates' towards :nar~ets, it is, in r.ational te:-::is, a.-i eJC!'ression 

o! 7alue-addition (so long as the integration is through the injection of techno

logy). From the viewpoint of the 'allocation' exercise in technology policy, it 

is i:Dportant tZtt proper instru:nents be chosen to ensure that these integrations 

C4:l be achieved (eventually). In this respect, joi~t-vent•.ires with ~:cs offers 

the best scope because of their wide portfolios of technology (see ?aragraph :1'. 
~owever, ~hile sue~ integrations ~ust oe favoured (contractual prcvisio~s;, those 

of 'vertical' and 'horizontal' integration ~ust :e disfavoured (via Com;a.~y :aw), 

for while they add value at the level of the enter~rise, the national system does 

not gain perceptibly nor is socio-economic justice served. (These integrations 

occur through acquisitions of fi:':lls either in compet~tion wit~ the enterprise -

horizontal integration - or those of its suppliers ar.d distrioutors - vertica: 

integration) • 

~3. Properly wielded the joint-venture sector can contrioute a great deal ~ore 

to a developing countr1 than merely being a local source of hig~ quality g=ods, 

or a source of technology or ca9ital. !~properly weilded, as the e~erie~ce ~f 

:uany developing countries has aoply demonstrated, it can weaken or distort the 

socio-economic fabric of a country, increasing its technological dependence. l'he 

di~ensions of the factors steeply escalate when transnational corporations (~iC's) 

have a si~nificant presence. 

• 
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iole of !'~!Cs 

~. The ~re• s a.--e enormously potent devices for obtaini:tg access to modern •ss

production technologies; for aevelopi."lg vast distri=ution net·..orks; for exploiti~g 

resources of oarginal value; for obtaining access to highly or;anised inte:-national 

markets which are ~nopolised by the~ through patent coverage• trade~a:K tradition 

and :narket divisions; for ::sar.agement tecr~"liques tr.at confer high quality on the 

human infrastructure or their organisations, and through it, vast efficiences in 

the use of resources; &."ld, of cot:rse, for attracting capital into risk e~viron.~ents. 

4;. rhe eulogy of the last paragraph would oe more nonest in the context of 

invest~ents in industrialised countries rather than invest~ents in a developir.g 

country.. The gene:-al i.'llpression of T:rc contribution to developi!l! ceunt:-ies ca."l 

be gleaned froo the following quotations: 

46. "For reasons of their own cot"'Porate objectives, ~tc•s have not contri':>•.&ted 

si~ifica..~tly towards solving developing country proble:s of poverty, 

une::rploy:nent or the satisfaction of hu::ian needs". (p.14 ''Industry 2CCO -

~ew ?erspecti ves", Li.fI:X, 1979). 

i.7. ''Studies of management 'tlel".avior in l'NC affiliates s~ow that the :najor enter-

9rise decisions are tal<ec in the head offices of the co?"?orations, incl~di~g 

those involvi.~g invest~ent plaru:.i~..g, oudgetting, personnel appoint~ents, 

usually avoiding interference from ·ootn ~ome a.~d ~ost gover.unents". (:':>id, 

page 84). 

48. " •••• the activities o! transnatior.al corporations s:iould :ie subject to regulation 

ana supervision in order to ensure that these activities are cocpatible ~it~ 

the development !'lans and policies of the host cou.~tries •••• " (i?aragraph 4-2, 

Lima Jeclaration, :·!arch 1975). 

~9. Oes?ite this caveat, it is well recognized that in a ~orld of increasing inter

r..ational dependence, the ~owth of developing countries is highly dependent on the 

use of T:IC investment and tecr.nology just as the growth - or even the stabilit7 -

of the developed countries is dependent on the resources and markets of developing 

count:-ies. 

I 
I 



50. ill this only illustrates that naticnal ec.ric=ent t!lroug!? !"oreigr. 

tec!:nology and invest::aent ::w.st 0. p~ed i:i a fruevorit of ccnscio~ :::~oic:e. 

!ech:lology po::..i.c:y ea."t contri=ute to this direction. 

51. T!i• abon disc~sion is Ye". significant i:t the ::":r.f?tic context i!l that 

tne joint-ver.tu:-e sector, vhil• rapidly srovi:lg in size, is yet a nev sector. 

l'NC's or !oreisn ~ies do not nov have substantial local presence, or local 

lobbying power, which they can exercise to adversely influence proper ?Olicy 

choices. Further, today, vhere the joint-venture exiats, it is largel7 in 

collaboration vith Public .3ector enterprises, which can be considered collabo

ration u:ider the '·..ateh!ul e~e' of ~overnment. Additiona:.ly, there is so~• relie! 

in that ~ti.an Lav does not ?eroit free-star.di."'lg !ore~-n industrial enterprises 

vith vholly independent :nanageoent rights. ~ll these factors ~ i."t !avcrable 

constellation and uneoccton to ~ost develo?ing cou."ttries. ~~, the capacity to 

vield the joint-venture sector to f~l!il: :tational ir.terest is present in .Egyp:. 

;2. :-:ost i::~crta."ttly, the joint-venture secto:- :nust ~e estao:is~ed i:t a :,aianee 

of !orces. !he capital-a.."td-tecb:lology i::put of t~e foreign partner is not to oe 

~eighed, i-'l the national context, against ~rofits to be ::a:ie or taxes collected, 

but against the national ::iarket-and-resource opportunities a::.d ri~hts offered to 

h~. Techr.olog-J policy :nust perceive this balance. 

!'he '3alance' in Tech!lolorr and ~velo~me~t A1tree~ents 

53. ~e first implication to teehnolO!"'J policy (directly !ra.-i.s:iittab:e to the 

'l'CT ?olicy), is that the rights of the foreign partner t~.rough t~e invest~en: 

~e :naltes should not dominate or dete?:".!1ine his rights over the teehnolO!"'J to ce 

supplied, the i:tpositions ~e can ~lace or. the use o! tec~..:iology, or the oc:igations 

that ~ust be accepted by the domestic ente!!)rise. T!le invest~ent ag:-ee~ent (the 

Founders' agree~ent), 9nd the technolog-; agreement, :ust be separate legal doc:Jeents 

co-eq1.ial in th.e eyes o! Jovernment and of same stat::.s. They must not only be 

internall:r-:onsist~t agree::ients out their aecour.taoilities oust be se?arate. 

~his is international practice. 
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;4. F'.i:-ther, since t~e tvo agree~er.ts are of equal status, approva: of one shoulci 

not i::pl7, or deter:i.~e, the approval of the other. Cnly ~n~n eac~ is inde?e~dent:y 

acce?t3~le shou~d the joint-venture irustrument come into being. Fundamentally, it 

is the !orei:ri ventu:e ~a:tner vho re~uires tr.at his returns from investment 

{dividends) shoul.d be considered separate from the returns he obtains from tne use 

of his technology (royalties). Thus, the thesis here, on the equal status of the 

agree~ents is ~erely a restatement of reciprocity. 

55. ~othi.ng in this ?rocedure i:llplies that the sources of invest.":lent and tecru1olog'J 

shouH oe se:;iarate. ".Jhile not inconceivable, the :.i.sual joi=:t-venture ·.rould use 

technology and i.~vest~ent from tne sa.,e source. 

56. ~iving equal status to the a~eements does not preclude giving one agre~~ent 

a !ti~~er priority th.a.~ the other. !f i.~vest~er.t is the greater need, ~ore must be 

given for it (such as s-reater control in :nana!ement ~tters), and vice versa fer 

the tec~.nology contract. It follo~s fro~ th 1 s criterion of the 'balance cf agree-

~ents' that ex:Jlicit lo~ia does not exist !or t~e be~e!its conferred t~.rough 

i!lvest~ent to oe autocatically o!!set oy obligations i~posed on the use of techr..olcgy. 

~ese extraneous counter-balances a:-e, :urther, legallj indefe~sio:e. The on:y 

reason t~t one associates the t~o agree~ents is t~.at t~eir sig?-.atories are t~e 

sa:ie. :onsequent:y, faili.;.re to agree on one a~ee~ent fr-~strates the ct~er. 

l'ransfer of :'lanai:ernent ·:a:>aoilities - ~e :·'.anagement .Service Contracts 

57. The second i!lplication to recr.nolcgy ?olicy is t!lat the joint-venture shc~:j 

serve the ?'~ose of transferring capabilities to the loca: enterprise. :he 

i!lvest~ent agree~ent is not a mere state~ent o! the financial relations~ps 

oet·nen the parties to the contract. There is i!!!plicit rq1Jirernent :.; that 

efficiencies ~ust oe obtained in the use of capital: the ove:all capital, the 

capital of the contributeries, and i~oortantlJ the local and foreign ca:>ital that 

the nation allocate.(t~.rough the :>lar.nin5 :>rocess) to the joint-ventu:e sector. 

Equally, the technology accepted th.rough the technology agreement must achieve 

efficiencies in the use o! the scarce ohysical resources allocated to the enterprise. 

In effect, the joint-venture instru.~ent ~ust transfer to the local enter?rise 

:nana~e~ent ~ technological capabilities. 

;J ~othing oars its ex:ilicit expression in the agreement! 

... 



58. :n respect of ~anage!!lent ca!l&oilities, either t~ere s.~ould be scoe col!l!:litt

~ent fro~ the foreign investor that he will create an apparatus i~ the enter?rise 

for the conscious development of local personr.el, or a de~and ~ust be ~laced on 

hi:!! to create this ac-oaratus through a se~arate and financially com~ensated 

"unage~ent services asreeinent". 

59. :·fanage!!lent efficiencies :iust 11ltimately ~£CT in the use of smaller working 

capital, better usage of inputs, lower wasteages, timely assessment of developing 

faults, resilience to cater to the ups and downs of the b11siness environment, 

reduced plant breakdowns, capacity utilisation, etc. 

60. The need of :uanage~ent capabilities is not a need of the abstract in the 

::gypti~ environment. All discussions have indicated that Egypt has real s.~d· 

serious deficiencies i.~ this area. The joint-venture, thus, should =e the chosen 

instr,.iment for fulfilling this need. ~e reouireoent in Technolo&::"1 ~olicv is 

that t~e joint-ve~ture should be !!lost ~revalent, and therefore, the foreizn ve~ture 

~art~er best co!T.lensated, in those sectors of the econom~, or ~reduct areas, where 

the need for ::ianB.l?e~ent efficiency is the ~eatest. 

6i. However, while individual ·:-:.sc•s have wide portfolios of tec!':nolog:r ai~:Uy 

desirable in the developing country (such as those for basic c~eoicals capita: 

goods and industrial intermediates) they prefer to ir.v~st in consu.~er goods 

('nearest !he consu::ier, highest the profit') whose production systems a.~d technolog-J, 

in the fo~ they are transferred, ~. in th~ eyes of developi~g countries, highly 

sio~listic or low in value-addition. Cn the other hand, when transfers of techno

logy are sought for industrial inte:Miediates, etc. they are o:fered in the fo:MI 

of licensi.~g agreements, unaccompanied by foreign invest~ent, and often under 

terms which are adverse to the developing countr-1 (at least over !he shor!-ter~). 

The correction of this situation is, o! course, a challenge in technology policy. 

The Structure of a _ 1ge:nent Services Contract 

6Z. Since this type o! contract is uncommon in ~gypt, while discussions have 

indicated that they would be desirable, the following is a orief introduction to 

the subject. 



6). .r::.ere t::e:-e is ::to !or:nal ~!:!e::tt service cor..tract, t!le t:-s:tSt'er of 

-:ianage::ient :C:ov!.edge occ:~s c:asua:l7 ed. to t!'te exter.t t!l&t !orei~ :ou::.te:--;-arts 

ta~e ,:ierscnal interest in deTeio;i~ t~eir 'ur.derstucies•. ~~is is a: i:ie:~icient 

?rocess. ~ :sana~e~t serTic:es ~ntrac:t forces t~e :;ace. :t sti?u!.ates t~e ti~e 

period OYer which aosor:?tion snould occur, the nt:.~ber and the ;ualifications of 

the forei~ :icrsonnel ;.r!:o would be in the ~-e~ent team of' t~e joi."lt-ve:it~e 

e?!t•r:>rise, t~• cocpulsory cssociation of national counterparts -,,ith. eac:i ~nage!!lent 

function (purch&si.:i.g, factory accounti?!.! 1 sales s<!::linistration, etc) and t!le 

proposed scn~~e under vi'li.ch foreign professior.&ls withdraw !rem the ente~rise. 

?he service contract would classify ~e::ient areas vhere t:-ansf'ers of' 

ialovled~ would be re~toireci: 

establishment of policy ::ianuals i.e. financial :-eporti!lg; 

annual sales and procuction budgetting; 

production schedU:ing; 

pu:-cnasi!tg proc~ures and ?urch3se a~pr~isals; 

wor~s accou:iti!:.g, standard costs ~c variances; 

i~7er.tn?"Y control; 

suditin~ ;roce1ures a."\d st&?!.darcs; 

?•rsonne: ;o:icies, a;pr~i.sals, ;:a:.:ii!:.g; 

in3U?'ance policies and objectives; 

!ina."lcial a.nc C4lS~flow :anagezent; 

cash-credit procedures, ~uals, objecti7es, controls; 

product distribution ::?anagr.?ent; disccU!lt pricing; 

::iarket and sales for9casting tec~...ni~ues; 

consoli~tior. into :na~ge~ent i."1!0:-...a.ticn syste~s, etc. 

':'ran.sf er o! !'ec!l."1olodcal Ca"Oabi.!.i ties 

64. r~us far, th~ association between tne trans!er o! capital (inv~st~ent) and 

the trans!er o! ::sanagerial capa~ilities has been discussed. A si:tilar relationship 

::rust be ::iade to prevail between the trsns!er of technology (the tec:t.-U.cal mear.s to 

manu!acture goods) and technological capability. This is ?lOt merely the 

ca~ability to operate a plant to its designed capacity or the skill to ~~ir.tain 

product ~uality - ':he usual objective o! ''training programme". (See par!!lgraph.s 

33-35). 
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65. Cne ~ajor disadvantage of the joir.t-ven~.ire concept lies in the practicaoi!ity 

of the local enter?rize achieving the above-mentioned transition of rights. So 

long as the enterprise is controlled by management rights vested in the fcreigr. 

venture partner, decision powers are unlikely :o move to the r.ational. enterprise. 

Where sue~ transfers (in technolos;r 'OOlicv) are important, as would be, for exai::~le, 

in the Oa.sic goods industries, a local venture associated vi th a straiirht liceuing 

w•ment, or a joint-venture unit with minority !'oreign investment, would 'be 

M'eferred. 

Ot~er Considerations in Joint-Venture Conce~t 

66. Technology policy, in assigning a role to the !oreign-tech.~ology-a.ssisted sector, 

should encourage a selection ?recess wherein the total potential technological 

capability of a candidate foreign firm is tested. For example, ~reference should 

be given to foreign investors who have a wide 'mix' of technologies so that success 

in t~e first venture ::tight become"an inducement for new ?reduct introduction: or 

that such success might be inducement for 'backward and forward-integration in the 

local enterprise. 

67. The joint-venture mechanism should alst be uaed as a •seeding de·rice' so that 
.,-" 

the technological capabilities achievec by the people of the ente?l)rise can be 

transferred to other enterprises within the same ownership system. To wit, a 

?u~lic Sector unit making cement in a joir.t-venture agre~ment must be able to set 

up, at other locations, in facilities under its ownership, other cement plants so 

long as royalty payments to licensor cover the new prcductior.. ~his implies, first, 

that Public Sector units are adequate vehicles !or the ltUltiplication or production 

uni ts on a common tec!'l:lology bue, and second, that contractual material governing 

the initial tech.nolog-; agreement mtist provide !acility !or such multiplicatior. 

without let or hindrance so long as propor~ionate royalties !low to the owner or 

technology. Further, contractual arrangements must be explicit ir. ":hat such new 

production will not be under the ownership, in any form, or the foreign venture 

partner.:! 

:.J This emphasizes the need for the separater.ess or the investment and 
technology agreements. 

• 
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68. In concluding this part of the discussion it :night 'oe noted that the TNC 

would generally prefer to invest and operate in a countrr where a formal national 

tec:!mology policy and economic logic exists that in a laissez-faire economy in a 

politically undeter.!lined system. This factor is specifically highlighted in 

''Foreign Inve~tment in Sgn>t" (Driscoll, R.E. Hayek P.F. 8t Zaki, l.F.), Fund for 

Multinational Management Education (1978, ttew York). 

THE ROLE OF T:iE S?'iALL UNI'!'S' P'RIV ;.r:; SEI:TOR IN T"&:~tOLCGY POLICY 

69. In the Egyptian industrial structure there are ver1 few medium-size ?lants 

in the Pri7ate Sector. Production is distributed between thousands of verJ small 

Private Sector units and about 200 large Bublic Sector units. The small units 

have a dominant position in areas as printing, wearing apparel, wood, furniture 

and leathe~ or divide the market, in about equal proportion, with the public 

sector in areas as processed food, metallic and 'non-metallic' ?rcducts. In 

industrial inter.nediates as chemicals, rubber or paper, and in consumer products 

as textiles, to'obaco or beverages, the Bublic Sector contributes to over 9J% o! 

:production. 

?O. ?or correcting this lop-sided distribution, specific policy instruments are 

being devised in Egypt. The Cpen Door Policy itself has led to the introduction 

of a substantial number of medium-sized iir:us which may be considered as belonging 

to the 'modern amall industries Sector'. Presently, these units are not under 

aziy specific institutional wnbrellas, work in a competitive environment and employ 

:nachine-embodied technology. 

?1. The focus in the !orthcomir.g discussion is to briefl1 consider w~t ~echan:isms, 

and particularlj what technology-oriented mechanisms, can be •111?loyed to develop a 

MODERN Small-units' industry-Sector !rem the viewpoint of social policies. In 

this discussion, the privately-owned-and-managed manufacturing industries Sector 

is arbitrarily divided into two sub-sectors: The Large-units' Private Sector (See 

Paragraphs A2-91) and the small-units' Sector, so as to see how technology is 

applied in them and how technology policy can be shaped to approach them. (The 

Egyptian definition of small-scale units as having employment levels below ·10 

persona has no bearing in this discussion). 
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72. The mode?'!l S"'..all units' Sector has i~portant implications in social policy. 

There are three large factors. First, it serves ~he socio-econooic ?Uz:>ose 

(Paragraph 7+l. Second, by employing the methods of modern industry, and modern 

technology, it achieves resource-efficiencies in the use of scarce resources 

(energy, foreign exchange, etc. as the case may be). Third, modern technology 

permits this sector to eliminate or minimise. market segmentation tha,,. -vould 

otherwise occur through variations in product quality. However, in the economic 

context, since it would be producing the same goods as the large-units' Sector, 

it would suffer from the economics of scale. This !!IUSt, therefore, be counter

balanced by Government intervention in, and integrative mar.agement of, the S!!!all

uni ts' Sector. Technolog:r policy, tc the extent possible, must fulfill this 

obligation. 

73. ~e large-units' Sector is distingo~ished by comprising of 'free-standing' 

risk-bearing enterprises which, by economies of scale, will be viable in the 

domestic competitive enviror.ment without dependence on close policy support or 

institutional oecha:U.sms as 'industrial estates', etc. 

74. !n the developing country, the small-units' industr1 provides many socio

economic benefits and outputs besides its demonst~ated capacity ~o ir.crease 

employment : (1) it is a viable mechanism for creating entrepreneurs and building 

entrepreneurial skills, nucleii !or the large-units' industry (Z) it is an 

i:istr~ment to eonvert traders or industrial goods into manufacturers thereof 

(3) it is a modulating a.~d linking de•rice ~et~een industry and agriculture and 

an e!!icient specialized device for utilizing industrial and agrictl.ltural by

products and wastes (~) it is groupable with the ag:":!.cultural sector to sustain 

rural ecor.omy or to stem urban migration (5) it is highly dispersable, and beco~es 

highly innovatable (with respect to needs of low-incooe groups) with the support 

of institutional instruments, and, .ry significantly (6) units of the sector are 

hi~hly re~licatable, thus aiding ::iul.ti~lication and dis~ersability. 

75. Such socio-economic benefits, of course, have to be counterbalanced by .!2.£i£.
economic costs. ·.i:nese manifest themselves both in the need to have costly ir.ter

ventionist ~echanisms and through the introduction of inefficiencies, distortions 

and disturbances in and to the general economic-industrial str~cture. The small

uni ts' Sector, in effect, is an intruder who 8JIOil• the ::iaroony of conventional 

industrial society. 

• 
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?6. More than in any other segment of the production system, tech.~ology concepts 

and strategies to service this sector must have strong linl<aEes with equivalently

oriented market, fiscal, tarriff and credit structures. The objectives of all 

policies in this area would not be to minimize or eliminate these 'inefficiencies, 

distortions and disturbances' but to anticipate, control and contain them. 

Further, the small-units iudustry is unlikely to be a transient stage in the 

economic evolution of developing countries. Therefore, policies and oecnar.ist!•5 

have to be considered :in the framework of a !-)ermanent S\.ructure • 

7!. ':'hus, technology policy must obtain its mandate by looking at the several 

mechar~sms that can be used (and are elsew~~re used) to sustain the srnall-ur.its' 

sector alongside a large-units' sector. !Qportant among the mec!".anisms are: 

i) ~arket-reservation: efforts to divide markets by wholly reseri.-:i.ng certain 

ranges of products for the small-scale sector (as in India - see Appendix ); 

by allocating geog:-aphic areas backward areas' for large-units); by preferential. 

subcontracting or purchasing (e.g. the Public Sector buying certain goods orJ.y from 

the small-units' sector or at higher prir.es); by 'ratior.ing' down-stresm ~r'c~ssi~~ 

(e.g. permitting producers of basic industrial inter:nediater say, detergent or 

pesticide bases,or wire-drawing billets, to fontard-integrate into compositions, 

!or.nulations, wires, respectively to only a fixed percentage of their productive 

capacity - thus compelling them to market the balance of (inter.::ediates) capacity 

!or conversion by the small-units' industry); and the like. 

ii) by market-se~entation: permitting both the large-units' and the small

units' sectors to participate in the aame general product area but limiting range. 

For.exal!lple, by limiting certain sizes of refrigerators and washers to the large

units' sector anc allowing the other sector to produce the non-limited ra.~ge. Or, 

by rese?"Ying mini-oxygen, mini-steel (are furnace steel) ~ini-pain~s and such 

projects to the small-units' sector while allowing the large-units to only exist 

in certain locations so that distribution economics favour the small units (See 

Paragraphs lOOand 101). 

iii) bx manimilating markettin~ and distribution mechanisms: disallowing use 

of foreign brand names on products of lar~e producers; permitting !ranchisingi 

disallowing exclusivity in supplier-dealer relationships which prevent dealers 

from handling the same product from more than one companyi by the State undertaking 

to acvertise the products of sm&.11-units' industry (i.e. lowering its marketting 

costs), etc. 
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iv) b~ technology difier~tiation: by disal.lowi.r.g large units from using 

certain types of technology (exaaple, plastics extrusion); by means of ma.1<ir.g 

'technology cost' higher to the large manufacturer (e.g. by imposing export 

obligations on him) or by creating 'buy-back' obligations on the technology 

supplier; by persuading two or more companies to aquire the same technology 

from the same supplier at the same time (the compulsion to share the market

reduces the size of the firms), etc. 

v) by ~r~ferential tax and tarriff incentives: to the small-units' 

producer; by special .subsidies, etc. and 

vi) bv the state absorbi~ the cost o! infrastructure for the small-units'sector 

by creating (industrial estates', etc.). 

78. In all of the methods discussed above, there is no implication that technology 

per se should be degraded, made more appropriate, or adapted to suit the small-

uni ts' industry as would otherwise be necessary for small units outside the modern 

ema.ll-industries sector. Nor is there a..~y implication that foreign technologies 

would be unsuitable for the small-units' sector. There is only tte explicit 

i~plication - rather, requirement - that the 'external economy' of the small-units' 

sector should be creatively manipulated to favour it. 

?9. Many of the suggested cii.fferentiations can be effected in Egypt at the time 

of issuing Industrial Licenses or in the process of approving technology contracts 

of the large and S1llall units. Technology policy, of course, should indicate 

preferred mechanisms and priorities. 

Bo. Before concluding this discussion, some reference needs to be made to the 

desired relationship between the s~.all-units' sector ar.d agriculture, through 

•agro-industries•. From the so'cio-economic point of view, or the 'pure-economics' 

viewpoint, the siting of small units in ?roximity to medium-sized farms, or ~~:::-m 

co-operatives, has obvious merits. Technology policy, by its directives to the 

mechanisms emplo~ed for approving technology contracts, can favour the affinity. 

It is to be noted that: (1) the technology used in a,:ro-industry is basically 

machine-embodied and/or technician-embodied, there being little of 'secret' know

how (2) there is little risk in the 'performance of technology' • its application 

or it1 working can be witnessed in parallel operations (3) pater.ts, i! any, are 

of doubtful validity (4) there is a diversity of sources of technology, including 

• 
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those in other developing cour.tries, and (5) product specifications a:-e not 

narrowly defined and exist in a wide-tolerance framevork. Cr.ly trsdei::arks could 

cause arti!icial differences in tec!'lnology selection. 

81. '!'hese factors indicate that large-units ir. the agro-industries' sector car.not 

bring any particular advantage to bear on this industry, particularly so in a 

developing country. Thus, it should be possible to bring about tec~olog:r di~fe

rentiation between large and soall units by givir.g a preferential treatmer.t to 

licer.sors (e.g. higher royalty rates) who would be licensing technology to small 

units. 

82. In contrast to t~e situation ~revailing ir. mcst develo?in~ countries, there 

is presently a conspicious absence of large-sized private sector (industrial) ur.its 

ir. ~~t. For historical reasons the role that they would have normally played 

has been assumed, with varying degrees of effectiveness, by the Public Sector. 

If Egypt is to attain its 8-fold growth in the next 20 years, together •~th 

reduced tec~nological dependence on outside scurces of tec=-..~ology, it appears 

inevitable that a large-W".its' private sector will have to be developed within 

::gypt. 

83. For the reasons that follow, the most sigr.ificant part ~hat this sector can 

play in Egypt would be in the manufacture (and development) o: i~dustrial ir.~er

mediates (e.g. industrial organic che~icals, major and minor ferro-alloys, alloy 

steel compo~ents, auto ~ncillaries, and the like). !t is to be recogr~zed that 

present tendency towards overdevelopment of the consumer goods industry, particula:-ly 

durables, can create a demand for inte~mediat~s for which there is no efficient 

local manufacturing potential. 

84. The mar.u!acture of intermediates is highly dependent on the use of proprietory 

technology - that is, technology controlled by patents and trademarks, bac~ed by a 

substantial amount of privately-developed, and confidentially-maintained, 'process 

k.~ow-how'. ~he ability to aquire such technology is dependent on the character 

and status of the recepient enterprise. 
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Foreign owners of viable technology would generally be unwilling to transfer 

such tec~-:nology to public er.terprises because of the difficulty of ~aintaining 

confidentiality of ~ow-how. ':'he transferor suspeets that lea..~ages would occur 

through personnel transfers, attrition, frequent reorganizations of enterprise 

structure, etc. Leaka~e implies that parts of the technology, or even its 

methodology, can be applied elsewhere without the ability of the trans:eror to 

gain commercially from such application. The ?ublic s~~tor enterprise would 

generally be able to obtain only such technologies - anti, in !act, be preferred 

recepien~s from the viewpoint of the :1censor - where patents and trademarks 

are dominant rights o! the licensor with 'know-how' playi:ig an accessor-1 or 

subordinate role (e.g. pharoaceu~ical for!:!ulations, branded soft drin.~s, etc.) 

86. Cn the other hand, the joint-venture instrument, while very viable in most 

respects, is not an available instrument for the manufacture of i~ter~ediates in 

~ost situations. ~he overseas joint-venture partner, wr.ile he oay have a wide 

tec!mology portfolio (basic goods, i~termediates and consu:ner products) generally 

prefers to invest only in consu.~er goods - it is particula:ly so with the trans

national corporation. ~e argument of the foreign enterprise is t:.at developing 

country markets a:e too sr.iall for econooics.of--scale in inter:iediates, thus 

unworthy o! invest~ent risk. However, where conditions are particularly attractive, 

the foreign fir~ may be willir.g to license tec!inology, without concurrent invest=ent. 

to a recepient who ~eets its tests for character and stature. 

37. ~e large-units' ?rivate 3ector (or the 'organised ?rivate 3ector' to differen

tiate it fro~ the 'dispersed sector') has traditionally been attractive to for~ign 

licensors. First, because of its basic profit motive, and need for :naintaining 

its competitive position in the oarket- plac~, the private sector unit takes great 

care to prevent leakages of technology. Second, it wor~s to ~axi~ise production 

which favours licensor income. ~hird, it often ado~ts growth strategies to take 

advantage of the licensor's overall technology portfolio (introduce new products 

for which the licensor has good technology). 

88. !'he feasibility of such association also !avo\lrs national intere$ts. The 

profit·motive makes the Private Sector unit an efficient utilizer of' physical and 

financial resources. The ability of' the local unit to survive without investment 

from the licensor (of tec!':.nology) frees the enterprise from manage~ent controls 

~hich are characteristic of the joint-venture. The scope for the local unit to 
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geographically decentralise its production, once the basic technology contract 

?erioc is over, ca.~ introdace dis~ribution, a.~d other, efficiencies. Furt~er, 

Private Sector units ir. develo?in& countries have demonstrated thei.: ca?&bility 

to organize and support capital ~arkets and thus obtaL~ access to private risk 

financing. Again, they have shown the capacity to attract a:id service interna

tional loa:is on competitive terms. And lastly, thev are ca-:iable of accenting 

those risks which a foreill'!" investor would shy a~ay from and which a ?ublic 

Sector unit should not accent • 

89. From the national viewpoint, the organized Private Sector can be a l!lajor 

instr~ent which the ~overn.~ent can creatively wield to,.chieve transfer of 

technological capability (see ?aragraphs 33 - 35). 3y properly ~anaging different 

i.~centives to technology aquirers a.~d suppliers, the absorption, ownership and 

control of technology can be S'~'bordinated to national interest. For example, 

permissible high rates of royalty can be ~sed (by the aquirers) to shorten the 

'duration period' of agreecents, th~s giving them rights to expa.~d or duplicate 

prod~ction facilities without obli~ation to, or restraint by, t~e licensor. :.J 

A concurrent tax incentive to local producers :a::. create the s~tuation oy which 

the aforesaid right will be exercised in reality. 

90. !t is obvious that the joint-venture will oe less allenaole tc such incentives 

since new production facilities will require fresh invest~ent by the overseas 

?artner. ~ikewise, the ?uclic 3ector unit is not a suitab:e ca::didate since it 

responds weakly to tax (or other) incentives. 

91. ~e highest relevances of the 'rgar..ized ?rivate Sector is tnat it comprises 

of free-standing enterprises. Unlike the =oint-venture sector, tne enter~rises 

are able to iives~ technology both from expatriate ~anagement; ur.like the ?ublic 

3ector, the enterprises have the confidence of private capital; and unlike the 

$~all indu~tries sector, they are viable without subsidies • 

:J See Quidelines (op. cit.) 

( 
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92. ft'!\ile recog-..izing tl:le fact that in Egypt the Public Sector is a doll".ir.ant 

manu!acturer of basic, intermediate and conS".i:r.er products, the general argume~t 

posits that since the P-~blic Sector is usually an inefficient device as a 

p:-oducer of goods, its logical role should lie in engaging in those central and 

strategic products which either must not be delegated to other production sectors 

of the economy, or which will not, or cannot, be fulfilled bv them. 

93. In the present context of Egypt (that is, under its Open ~oor Policy, and 

the objective of plan.~ers that Egypt should have a multifaceted and diversified 

industrial structure), the co~tinuing domination of the Public Sector, even ic 

new product areas, is a clear indication that ade~~ate and sufficient production 

instruments do not exist for distributing :::anufacturing responsibility. :'he 

inference follows that Public Sector l!'.anufacturing uni ts should become the ir.stru

ments for creating the desired diversified structure. In terms o! technology poli:y, 

the requirement is that Gover:-.l:lent production centers should become focal point~ 

of technology diffusion. 

94. That ::.s, modern licensed technology which is being aquired by the Public 

Sector, either through the joint-ver.ture mechar.i.sm, or through direct licensi:g, 

should be obtained under such arrangements and ,contractual conditions as will 

enable its lateral transfer to the Private Sectcr. Eq~ally, contractual condit:or.s 

rr.ust be present, and facilities o! Public Sector enterprises so designed, that of~

the-line and non-critical ~.ain-line requirements of the enterprise Ca.!l be sub

contracted or sublicensed, to Private Sector units. It should be recognized, in 

this connexion, that value-addition concepts should not be so pursued at the level 

ot the main enterprise that it negates the consideration that a part of the valu.

addition could be made to occur at a point outside the enterprise at a lower cost, 

in real or socio-economic terms. 

Contractual arrangements with licensors of technology can orly ensure that 

the rights t~ i~t~ral trans!er, or rights to sublicense and subcontract components, 

prevail at the level of the technology-user (licensee); they cannot ensure, however, 

tbat such transfers will take place. For the lct~er to occur, economic mechanisms 

have to be devised; !or example, to convert enterpreneur-traders to enterpreneur

manu!acturers. Further, the ?ublic Sector ente~rise, witich is using a particular 

• 
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technology, will have to itself adapt or in."lovate upon it so that i~ becomes 

subcontractible or laterally diffusable. Still further, it has to develop the 

capacity to transfer technological capabilities to recepients of laterally

diffused technology • 

95. If it is the social policy of a country to create enterpre~eurship, distribute 

economic opportunities, and avoid economic concentration of power, t~en a viable 

i~.strument would be the creation of multiple centers of production, that is. many 

wU. ts making the same p~duct. While the spreading of capacity :nay vi ti ate 

economi '!S of scale (see Para.graph lXl it is clearly a penalty paid !or economic 

de•el opment. 

96. Except perhaps in th.e case of Public Sector uni ts, this multiplication could 

be encO"~raged in all the c:ain production sectors: :.J the joint-venture, t~e large

U?li ts' sector and the small (modern) industries sector. However, since the e~dcw

ments of the sectors differ, certair. sectors would be better qualified and more 

appropriate for particular industries. 

97. Technological strategies should promote this process of t'!l'.:ltiplication. It 

must be recog:-.ized that once a technology has evolved, it is in!ir.itely replicable. 

Replication, however, does not take place in practice because the new body o! 

knowledge is artificially protected by patents or secrecy. Such technology is, 

therefore, transmissible only through licensing - or. in some cases - only through 

the joint-venture. Fro~ these ;>eints, however, it can.~ot again di!fuse into the 

economy be~ause of the legal constraints that can be placed on the recepient of 

technology. Thus, in the short-run, multiplication can only be promoted through 

a pluralit of licensing agreements (usually different licensors). Tr~ ough 

expensive in terms of technology cost, these enterprises essentially becooe 

nucleating centres for the eventual propagation of the technology. 

98. For the ~eeds of the long-term, transfer o! technology (TOT) policies should 

be directed at promoting well-compensated short-duration agreements, particularly 

where secrecy alone in the protective cover !or technology. Where r~ovisions in 

:.J ~ultiplication, of course, is widespread in rural and village industries. 
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contracts, !urt~er, provide t~e basis for transfers of tec~ological ca~~bilities 

{Paragraphs 3) - 35i, a sound foundation is laic! for !ateral., or interr.al, 

transfers of tec~ology. Either the enterprise itsel! c&n re::ilicate tee 

•technology• at another geographic ~int {r.ev :;>ersoi:..'1.el. now ob'tain access to 

technological capabilities) or it may retransfer {•suolieence') it to another 

pmrty. Tecnnological. strategies, as tax incentives !or such transfers or techno

loa, can further promote this for:i of di!fision. 

99. w'here suet diffusion is promoted through the use o! domestic e:-.gineering 

{consultancy) services, use :>f local m..-iu:'a.~tu.r;!rs o:~ e::;u:.:;imer.": 3.!'::. ~oc;;o!'le?:<:s, 

to 'consortiums' of firms. From such sources still further multiplication can 

take place. In effect, t~ugh these diffusions, 'tec!:ulology' transforms itself 

into professional capabilities. 

100. Econoc:ies-of-scale arguments are often overstressed to imply that codern 

technology cannot be fragmented. It is true in l!lanY cases t~.at technology, as 

presently developed, car.not be capacity-partitioned. However, for the ~arket

needs of the developing country, viable modern technology is available in many 

areas for low levels of production. In India, for instance, there are scores of 

'::i:ini-oxygen' (60 cu. mtrs/hr. capacity), 'mini-steel' CS tonnes per days electric 

arc furnaces), 'mini-detergent' (dry-blending) and 'mini-paint' plants, and te?'ls 

or 'mini.-drycell' (6o million cells per year), 'mir.i-paper' (7 tons per day or ~ess) 

and 'mini-tyre' (bicycle and scooter} plants. Many of these either use (current) 

foreign licensed technolo~ or have been set up by foreign technical assistance 

in the las~ 5-7 years. These units, being geographically dispersed, have advantaees 

i~ distribution costs (and some tax advantages) which enables them to co-exist with 

large plants. (Some of thse 'mini-plants' have evolved through lateral transfers 

o! technology). 

101. The term 'replication' used above essentially means that the technological 

route !or the production or a product remains unchanged from plant to plant; further, 

replication involves transfers o! technology through contractual mechanisms. (That 

is, they are 'contracted forms o! technology transfer'). 

102. An equally important rnechanisr.i is immi ";;.ti ve develoments or technolo!r-' 

through meana o! improvisation. Observed success in an enterprise is icitated 

through a di!!erent technological route. This is particularly relevant in the 

small-units' industry. Technology transfer, in these cases, takes the non-contracted 
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~03. !n many instances, the replication or imitation of tech..~c:ogy oar..:"ot take 

place wit~cut trL~srers of methodolo~ froe researe~ laboratories to in:~stry. 

«a'" uteria.!s i:ay need ~OC.i!icatior. or processes would !lave to be al <;ered to ~it 

raw mate:-ials. These linkages ::iust, of course, be concepted in technology 

strategies. 

I.aborstor-y-:r.custry ':ra.nsf ers 

104. Unless technology policy is established on a restrictive bias by li!:!itin~ 

access to foreign technology when local sources exist, Y it is extremely dif:icult 

to develo~ ~ec~anisa:s to protect and ?rornote laboratory-developed tec~no!ogy. u::less 

of course, it is demonstrably su~rior in co::::r.ercial terir.s or is patent-protected. 

105. ~eform of the ~tent-systr.n (as acco::rplishec in ~exico and :ncia) can facilitate 

internal t~ansfers of technology 'but t:U.s !!!echa.'lism, again, is defensive in strategy. 

And it would ccr.fiict with ocjecti ves ::.n Law 43. 

106. Nonetheless, there are some useful ~echanisms wr.ich car. increase anc i~prove 

the laboratory-institution/industry i~terface. One of these is to require public 

er.gineerir.g (and like) institutions, where the linkage is appropriate, to act as 

'?riae cor.~ractors' to foreig:i-assisted projects, to whom the projects' other 

cons.litants (foreign or dor.iestic) would oe subcontractors. ~s projects are 

established and succeed, the domestic ins~it~tion achieves the necessa:'j' cc~er:ial 

ima5e to beco'!l!e a !ocal poir.t for subsequent projects. {;,. good example is ?::J.::::X in 

Mexico for the petroche::ical industry, but less so is E.~gineers India Ltd., in :r.dia, 

which has responsibility over entire ranges of industry). 

107. The other ~echanism is t~.rough ~CT Policy. Where local capabilities exist, 

!oreigr. technology can be made more expensive to its recipient (by imposi~~ certain 

obligations on him as export, value-addition, etc.) or techr.clogy 'cheapened' to 

its supplier (through lower royalty rates, shorter 'duration times•, 'buy-backs', 

etc.) so that such transfers of technology are inhibited without being excludec. 

:;' Ir. !ndia, for example, a strong local-industry/national-laboratory 'lobby' 
has emerged to obtain the 'restrictive bias' in Government ap~rovals of 
technology. 



P:-ef:.ce 

The term 'general principles' used in this policy draft indicates that it 

has its origin in Tec~.nology Policy. The term 'specific principles' are those 

that the ~echnology Transfer Centre would develop to administer the policy set ~u: 

for it. They are usually legal-administrative in character. Neither the ger.eral 

nor the specific principles should be considered, at this time, complete statements. 

Numbers shown to parentheses at the end of the paragrap~.s refer to co~.sidera

~ ir. 'Technology Policy' and refer to its structure of para~n.s. That is, 

the rationale for the Transfer of Technology Policy (TOT Policy) is presented in 

the discussions of Technology Policy. 
Poli=;t 
(i) This Policy, ter.!!ed tne ':'ransfer of Technology Policy, will be used in the 

Egyptian G~vernr.iental system as an instrument in the process of approvir.g 

technology agreements involving the i~port of foreig:: technology into Egypt: 

the tenr. 'technology' will have a broad implication includir.g special mar~et 

rights and privileges but shall only relate to the use of tec:mology in the 

industrial production system. 

{ii) Consistent wit~ existing systems and forms of Governmental Ad~ir.istration, 

decision authority on transfers of technology, including approvals cf trans!er

of-technology agree~ents, will remain decentralised and associated with 

project approval bodies. 

(iii) In order to obtain a consistent and systematic appraisal of the objectives, 

terms and conditions in technology transfer, to bring about clarity, stability 

and unifor.nity regarding inflow o! technology, to strengthen national and 

entrepreneurial bargaining power, a specialised agency, the Transfer of Tech

nology Centre (TTC) shall be established within the Governmental system. This 

Centre, besides related roles (covered separately;~ shall have the obligatory 

function of rendering advisory and consultancy services to decision-making 

bodies. 

* Section IV. 
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(iv) 7..-: shall han t~e ri&!!.t and res:xin.sibility to appraise all agreeme~ts 

relati~ t~ the trsn.s!er o! im-;ic:-ted tec!-.nolog-1 into :;gypt, except 

cor.trscts bearing on: 

a) silitary pro;ects 

b) projects in Free Zones, •::d 

c) large projects associated vi.th :nultilRteral. agreements or 

projects in industrial. infrastructure. 

!n recognition that the transfer of tec~nology agreement, and the purposes 

of a project, are parts of a whole, both directed to national ob~ectives, the 

follmdng general and specific principles shall oe ap?l,ied 'by all concerned to 

the total process of technology accepta.~ce. 

Gener~ Pri!lCi~les 

A. ~onsistent with tae'Open :oor Policy', and Law ~3 of 1974, the general policy 

towards t~e transfer of foreig:l tec!molo~ to :::g""nt shall be promotional in 

character a!td not defensive i~ strategy. 

a. I:t :irir..c:i~e and objective, transfers of technology ..,ill 'be ::ar:aged to create 

a coepetitive market environ::rent in t~e country, avoiding to t~e extent 

:possible, those contractual ~r ot~er arrange~ents whic~ will give any !'i~ 

in ~t, in any industry sector, an excessively domnant or privile~ed. share 

or position in the carket place, domestic or eX!)ort.(3,10,26,35,:.19,AJ,4~7!,93) 

c. Trans!er o! tech.nolog:r will 'be :nanaged to see that it wi!.!. not have an un

anticipated adverse ii:ipact on indigeneous ef!orts to jevelcp technology, on 

existing technology, or on policy-supported sectors o! be industrial. strtlcture 

as t~e small-scale and low-innst:?1ent industries. ( 10, 75--77, 10J.-106) 

o • Transfers of technolo17 should relate to genuine technologies of industrial 

utility and clearly demonstrate their tech.~olog:i.cal content ar.d objective. 

The transferor o! technology should assert, through contractual acceptance, 

the ~odernity o! his technology, or its appro~riateness, or the co~petitive 

character of the products and ,recesses developed, or the superiorit1 thereof: 

further, the technolo!7 that its trana!eror pro~ses to tra?18fer should be 

supervised to see that it is, indeed, transferred and not transferred in 

diluted !om. (2, 3.;, ~7 , 57, G :J '. 

~ :J Guidelines !or Evaluation ot Transfer o! Technology Jigreements, United Nations, 
New York (1979). 



- 172 -

:::. 'nle transfer or technology should.ensure the si:!!Ultaneous transfer or 

capability: that is, the transfer process should be so influenced so as 

to ac!\ieve the conditions that; (a) the technical skills to manage :nanu!ac

turing sequences and maintain prcduction, the k::lowledge skills to change 

expand or diversify production, and the org<mizational skills to manage the 

enterprise profitably are transmitted to its natior.al managers in proportion 

to their rece?tive capacity and (b) the techniques of the production system 

percolate to the engineers, tecbllcians and operators through pur::ioseful 

creation of absorptive power w~thin the enterprise. (33-;5, G) 

"i'. The total process in the transfer of ~ecl".nology should be sc ".l!lanaged that 

the decisior.-makirur "OOYers and rights of the e?iterprise to expand, change, 

or diversify its production or capacity, are not curtailed, and in fact and 

~rpose will be explicit rights of the enterprise in a discei-..able time-frame. 

(! 3-35, G) 

G. Contractual agree:ients between enter~rises shall be guided by tne principle 

of full reciprocity ar.d equitable relationships. Compensation for tecr.nology 

will be related to the industrial advantage gained by the recepient enter

prises, to guarantees provided, to the rights and capabilities the transferor 

grants for the employment o! acquired technology, and to the access the 

tr!lllsferor provides to the recepient in terms of nev and ?rotected ~arkets. 

Limitations on the enter~rise in the use of technology or the distribution 

o! its ~roducts will be reciprocally related to the general and special 

privileges granted to the trans!eror. (8, JS, 6·6, 67, G) 

a. Transfers of tech.~ology must ce protected, where necessary, by grants of 

'market rights' coveri:g not only ~tionally-registered patents and trademarks, 

but also by providing access to organized overseas markets o! the licensor; 

however, for the sole Egyptian rr.arket, it :must be er.sured that market rights 

are not being transferred in the guise of 'tech.~olOg'J' (that is, licensing 

should genuinely transfer industrial technology). (35, 37, G) 

I. Over the long time period, the process of technology transfer =:rust be managed 

to reduce technological. dependence of ~ypt rather than increase it: ap~ro

priate !or:ns of it, as the joint-venture, should be seized as major instruments 

for creating a & 0 facilities in the enterprises receiving technolcgy. 

(57-58, 66-E7. 98) 

• 

( 
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J. Those for:ns of tecr.nology transfer w!'!ic!l wcul·j be viaole in smal::. llni ts 

shoulc be encouraged t~ough 'collective purchasing', or t~.rcug~ i~cer.tives 

as royalty, and s:!!all uni.ts so fo~e~, th.ee consciously ased as nuclei! fer 

horizontal transfers of technology - that is, the oultiplication and geogra-;:i~ic 

spread of replicative or imr.li.tative ur.its with different ownerships. Equally 

(hose forms of technology trar...sfer should be discouraged, or made more 

expensive, which would in large units either causP. the disinvestment of 

existing, but otherwise viable units, or cause these to be acquired oy the 

large units vi.th special consequences.' (~0, e1, 97, l:Jl-1:2). 

K. Those for:ns of technology transfer should be favoured in an enterprise which 

could cause substantial value-addition; however, value-addition at the level 

of an enterprise should not be so !)Ursued or rewarded that it negates the 

consideration that a part of the value-addition could be made to occur at a 

point outside the enterprise, at a lower cost, in real or socio-economic 

terr.is. (36-d~). 

L. :onsistent wi. th other consEer:;:tio?:s· i:i •."a.l '.le~d.d.i ":io?!, tr.~ ;races s : :' t~c!-.r.o: ~§:'.i 

v ... 

transfer should be so r:anaged, particularly in operations as the joint-venture, 

that value-addition, at the level of the enterprise, is rnaxi:!li.sed through 

competitive purc~ases o! ~.ajor inputs anc cocpetitive pricing of output; 

those situations s.~ould be avoided wherein value-added is lost or leaked 

through unsupportable arrangements !or the sole purchasing and/or the sole 

selling or goods by major partners in the enterprise. (~:) 

Apart from projects in priority industries speci!ied in Law 43, transf•rs o! 

tec!ulolo!'J accoo~nied by investment ·.Cll not obtain a pre!erentia~ trea~~ent 

over direct transfers or technologo; in relation to the acceptance of terr.is of 
r-. , '") teehr.olOg"/ transfer. ,~j-~: 

N. This Policy views the joint-venture at a major vehicle !er the transfer o! 

management methodology ar.d techniques to Egyptian enterprises. The process 

of joint-venture formation will be manoeuvered, to the extent possible, by 

requiring the overseas partner to agree to Management Services Contracts o! 

a !ixed time frame; in Joint-1/entures where technology is likely to be tri'tial 

or secon~a.ry to trademarks, market-rights and the equivalent, or where there 

i• capitalisation o! intAngible proprietory rights, or where the overseas 

( 
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partners equity position is nominal, or where payrr.ents are to be ~.ade for 

overseas ''head office expenses", the Management Services Contra.ct will be 

essential requirement provided the enter;irise employs substantial personnel. 
( 57-54) 

S'Decific Princinles 

A. To clearly establish the accountabilities or the firm which is supplyir.g 

both technology aru! machinery, to obtain desired focus on technolog:r, and 

to establish different responsibilities on the departments reviewing :nachinery 

· and technology, on the one hand, and technololL'T &£reements on the other, every 

effort should be ~.ade to se~arate machinery contracts from technology tra::sf er 

contracts at the pre-project acceptance stage. (3) 

a. As above, and for same purposes, every endeavour should be ::?ade to separate, 

in tne case of joint-ventures, prometers'and founders' agreements from 

transfer-of-technology agreements; and where applicable, management service 

,. .... 
contracts from machinery contracts. (53-:6, 3) 

In order to bring about desired association of investment and technology, 

and more particularly, between levels of investment and technclogy quality, 

project approvals should be made subject to the approval of asscciated 

technology agreements in cases where they would follow project approvals. 

( ~;_::~) ,,,,_, ,./--' 

D. In joint-venture projects, the capitalisation of patents ar..d trader.1Srks, 

pel'f:!itted ~nder !.aw 43, should re!ate to patents and trademarks whic~ shall 

be ~ in ~t. Contracts should shCY licer.sor's obligation to em~loy 

patent knowledge, and the rights o! the patents transferred, and o! the 

rights of the enterprise to use licensor's trademarks when the quality o~ 

the products meets licenaor's standards; further, the licence agreement 

must demonstrate that the technology transferred is such as to warrant the 

application o! trademarks to the products of the joint-venture. (G) 

E. Public Sector projects receiving technology from abroad, or through the 

joint-venture mecha.niSll!, should not 'be constrained in contractual arrange

ments from entering into collaboration agreements with others than the first 

• licensor in relation to non-competing products or processes, independent or 

• 
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F. 

the consideration as to whet~er the new ~rod~ct (or process) will be 

manufactured, or utilised, at the site of the first vent~re or not. (57, G) 

.U.l project approving authorities shall use ut~ost discretion in ~enewals 

of agreements; renewals of agre~ents should be conditional to new tech:io

logy, or a major process modification or a new product, being introduced 

or access given to a new market; all occuring to the enlarged benefit of 

the enterprise. (G) 

:-11 contracts shall identify the form in which the technology will be 

transferred, either as know-how er technical assistance er patent or the 

like or combinations thereof; to the extent possible the value of each of 

the contractual elements should be separately ir.dicated ar.d the licensor's 

accountability for performance o! each of the elements specified. (G) 

~. ~o the extent feasible, technology should be 'unpackaged'. ~hese tra..~sfers 

of technology s!lould oe promoted or given priority '"'hi ch ·•ill use local 

services for detailed engi:ieeri:~ and construction; to prc~cte s-~c~, the 

Government '"ill give facilities to and compensate overseas engineering fi:-~s 

who will establish local offices, even on a short-term basis, to car!"'"/ out 

their er.gineeri~g function. Equally, :oint-ventares for consultancy engi

neering services should be able to obtain pricri t:r status under Law 43. (J) 

!. !n ~rder to achieve capaOilities in !gjpt for the long-ter~ mainter.ance or 

operations of ?reduction plants, the Gover!'llllent shall have the rig~t to !ix 

the minimum period for the stay of licensor's technical persor.::el. 

J. Technology proposals shall be appraised for the tec~~.ical needs of an opti!'!!U~ 

product distrib~tion system and such technical support should be wit~in the 

role of the supplier o! technolog-J. Situations will be avoided where this 

role of the techr.olo~ supplier car.not be !~filled. 

K. An enterprise's depende:ce on components from the supplier o! technology 

should be examined to see if such components are todthin the control o! the 

supplier; where this is not so, the enterprise should have independent rights 

to purchase them from other sources, com~etitive or not. Agreements ~ust 

make this right explicit. 
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t. ~~e right of a firm to expand its capacity should r.ot 'Ce curtailed by the 

licer.sor so long as the enterprise, within the duration ~eriod of the 

agreement, can compenaate the licer.sor on the same basis as upon whic!'.t 

the ente~rise was first founded. (G) 

M. The right of an enterprise to subcontract to a local or a foreign firm 

~ par~ of its needs, o~her than ~reduct, should not =e curtailed cy the 

ter:ns or agreement under its secrecy provisions; in fact, it must be !ll1 

express right of the license so lor.g as he undertakes the obligation to 

supervise the subcontracts to maintain confidentiality. 

N. Cver the duration period o! an agreement, personnel o! the e:terprise should 

have the e~ress right to visit licensor's plants to learr. of process and 

product icprovements and to receive licensor's assistance thereto. (G) 

• 
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SECTION VI: I~LICAl'ICNS TC T3 LCNG-TSRI\i 

mnoo PROG?.A!wl.KS ?OR BGY?T 

As this Mission concludes, no clear consensus has e~erged 

either on how the TTC should be placed i?l the Governmental 

System (a'national Centre• or a Cen:re in GOFI), or what 

w ould be its basic form - t~e evaluation of technolo~ 

agreements or the selection and appraisal of technology. 

The basic reason for this uncertainity is that the Aorking 

Papers prepared by this Nission (esse~tia.lly, a syno~sis of 

this Report) have received a very lil:::ited circulation. Outside 

of GOFI, no other Ministry or organisation involved in matters 

of tec!:.nology transfer have exami~ed the alternatives and 

suggestions of the Mission. 

At the same tiI!le, no statistics are available on the 

total number of technology agreements executed by Egypt; t~us, 

it is not feasible to evaluate how large a group the TTC 

shouJ.d be or how it can be organised and trained. ?urther, there 

is a paucity of agreements which can serve as investigatory 

~aterial on how technology transfer is taking place in ~gypt. 

UNIDO's new inputs ttust be organised on the response of the 

Egyptian Government to the following questions (covered in this 

Report, in the Working Papers or in other discussion papers): 

l. Does Egypt want a national centre? Is it feasible 
in the near term? what will be its authority structure? 

2. W~at should be the focus of the work of this Centre: 
appraisal of tecr.r.ology a~reements or the evaluation/ 
selection of tecr.r.oloP"Y"? If latter, what ~ould be 

.the range of tech.~olorries (i.e. the conceni ot which 
Ministries?) and how will the TTC interact witr. the 
Ministries? 



3. If the Cen~re is to be a na~ional Centre, which 

form o! organisation does it prefer? (Options 

presented in this Report, or other?) 

4. If UlIIDO is requested to tra~ members of the TTC, 

how many members will there be? •'hat ~ill be 
their backgrounds? How will TTC be organised, 
taking into consideration the options of this 
Repcrt? Will the ~e~bers of the TTC be dre'Wl'l only 
from GOFI or free Gi..FI and the Ministries? 

5. If training (by 'Ul.IDO) is to be 'by doing', is 
there sufficient case-history material? 

6. ~hen should the TTC become operational? 

• 

( 

'\ 
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Ir!.d~strial and economic planr.ing is ce~tralised in India 

ana is the responsibility of the Plal:ming Com;:ission, w~ose 

chairman has tradionally bean the PriJ:le ~ister. I!l.dia plans 

for a " Socialistic Pattern of Society" • 

Based O!l eco~omic objectives (pre-capita inGome targets, 

industrial growth rates, sav~s/income ratio, ~~trition 

standards, etc), the ?1~~nins Co:::iissic~ develops a long-term 

15 Year perspective pla:i and a short-term Five-Year Plan (not 

a 'rolling plan'), which become ef!~ctive on adoption by the 

?-c:i.rliament. The inC.ustry-co:::por.ent of ".ib.e ?lan bas both mac::::o 

a.r.d micro com?onents (the latter in only nationally-sigtlitica::i.t 

;roducts). All ~uch in:'ortL~tion, and the Pive-Year ?lan itself, 

a:e available as public documents. The ?lans are f~st published 

as c.ra=t ~ocuments for public discussion. 

Ple!llled industrial objectives are sought to be achieved 

both through the public an:. private sectors. The role of these 

two sectors is defiL.ed in the Incustrial Development (and 

Regulation) Act, 1951. 

Under this Act : (1) certain industries/services ~e either 

~ilolly reserved for the .?~blic Sector -atomic energy, firearms, 

ai~cra:ft, petrolew:i, ~tc) or ~ill prog:essively come into the 

( 
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,, 

?ublic Sector (steel, coal, electric po~e~, alur.iniw:i, etc)~ 

(2) certain injustries, which are enlisted, ~hi.la not wholly 

reserved for the ?ublic Sector, will have public sector w:iits 

operative in it, in free conpetition with the private sector 

and (3) u:iless required in the context of public i.:lterest, all 

remaining in~ustries will be ~redoI:Unantly in the private sector. 

(Joint-Sector u::iits in \7.hich the provincial gove:!l.:::ients collabo

rate ~ith the general public, or with private sector partners, 

a:e tre~ted as U!lits in the ?rivate Se:tor). 

W!l~er the ''b.alanced development" :r.sndate of ~be 1951 Act, 

the Government .bas ill the last 10 years, progressively reserved 

ce=ttin p=oducts (about 8'6 proC.ucts) exclusively fo:r the Small 

~c:..le Sector (:fixed i.llvest~ent in :c.achi.Dery belot'T E£ 70,000 = 

Rupees One .:.li.llion). 

Th;re are tt':o other 'sect~rs', one traditional snd tAe 

other of very recent origin. The first of these is the l:la:ldloom 

and. cotta~ industries (hz..ndicrafts) sector which is orie:ited 

t~ village develo~~ent; the industries being those th.at do not 

use elec:ric power. The newer group is a variation of the 

s~all-scale sector, callaa tbe 'tiny sector' (fixed investment 

below EC 7000 = Rs lOJ,000). Both differ froo the s~all-scale 

sector only in ter.!lS of the regula~ory agency concerned end 

~ This second p~ovizion was necessary as :previous to 1951, 
ce=tain o! the prooucts/servic~s were (& still are) in the 
p=ivate sector. 3:::cept for expansion of existi:lg plants, all 
new plants in these protuct areas e.re initiated end o~ued 
cy the ~ublic ~ector. 
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concessions granted. 

Un~er the regulatory mandate of the Indust:ial Develo:;cent 

Act, all induEtrial units, whether in the public or private 

sectors, are required to _btain cm. industrial license if : 

(a) the intended uroduct is listed as requ~in.g a lic~se 

or (b) if fixed investment exceeds Z£ 700,000 ( = Rs 10 ~il:ion). 

T::.is license is issued by the ~inistry of In~ustry ~ iu 

ccnsulta:ion ~ith the '2ponsorin.g I.:inistry' (say, Lirl.~stry of 

agriculture for a project involving pasticides) and '~co:o~ic 

;.:inist.ries' (::.inistries of Finance, P~ing, Co=.erce, Law, etc). 

1wl entreprenetlr, for exa.wple, i= he can deoonstrate his 

cz.pability to i:rclement the pr:.j;ct, will be given ar. indt;.strial 

license for my lic.ensable -o!'oduct (products eligible for 

!..:..i~st.rial license) so· long as it is not reserve<! ~blic 

Sector. The license is cancelled. i:f the inten:.ed p=oject i.:: :iot 

i!:lple:nented (startad) ';';i~a.in a period of 2 yeazs :f.ro:n date o: 

license. 

If the procuct is·reserved for the small-scale sector 

'app:oval' is given bJ Dii'ectorates o! S~all-Scale in~ustry 

~tich have been established in the capitals o! the various 

Provinces (States). Ap?roval is t.ht'ough registration. If the 

pro~uct is, however, reserved for the 'tiny secto=•, ap~roval 

(registratio~) is given by ~istrict I~d~strial Ce~tres. 

~ ·~his 11c.a.a.;::..ne illiis" is :!ac ili tated be cause of " pro:iuct " 
emphasis in disti:.guishing between 1.n~ustries u sec~ors. 
A Tourism Ce.i.te=, or a. ;iotel, for exawple, doe.: not 
re~uire a ind~strial license. 

I I I 

( 
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Registra~ion merely provides certai.?l. advantages as tax ~enefits, 

cr;dit facilities, etc. Registration, ho~ever, is not co=pulsory 

it Gove.r:u:ent a= State ~acilities, as'in~ustrial estates' a.re 

not involved. 

If, on tha other band, the ap~llcant is a fi..=l:l., a:id not 

an entrepreneur, who~e existi.:lg i:.dustri.al investment exceeds 

3£. 70,000 1 it will not be permitted to enter into p:oduct areas 

reserved fo= the 's:!tall-scale' and 'tiny' sectors. 

A local firn, !:l. any sector whatsoever, must obtain a:i. 

In~ustrial License (or Central Gover:unent Approval) if the 

p=oposed project involves the use of contracted foreig:i 

technology(even i.: payme!lt is not to be !!lade) or if fo.:eig::i. 
• 

investment is involved. 

Tbe Governmeni: periodically revises cd publishes thr.ee 

procuct lists which indicate the liklihood of the Goverm!lent 

ap:piioving foreign. tecl:mology/i:lvestment (for their mar.ufacture): 

l) a list of products for whose ~roductio!l the Government will 

not ordin;:.rily ap.::rove either to.reign investment partici~tion 

or fo:eign technology. 

2) A list ot products in 1•hic.ll .fo.re!.gtl i:l.vestlltmt (and tecb::>logy) 

is illvited o: considered desiziable, and 

• 
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3) A list of p.:-oducts fo= ---hich foreign tecl'm.olosy nill be 

percitted but not foreign Ul.vesti:ient. 

In addition to industrial regulation, there is the Foreigc. 

Exchange Regulation Act, (FERA) 1973 which concerns transactions 

in foreigri exchange~ and foreigci investment. It is admin.istered 

by the Reserve Bank of India in consultation ~ith Gover::u:.ent. 

Under (FERA) bye-laws, all new coL:pe..!l.ies u=.less 100 % 

export-oriented, in..~Z, or in strategically cruciil areas 

must have a foreign capital content be low 40 %. All existing 

companies must have at least 26% of I!ldian capital. 

Ordinarily, u:iless a p.roject is basically e:xport-oriented and/or 

utilises "high-tecbnolo5Y", D f oreig!l investtlent in eristins:: 

fi~ m~st be reduced to below 40% by 1981. liowever, a tempo:~ry 

'rcstin~ phase' of 51% is per.:i.issable under special conditions. 

~rade in ic.ported products or of i:ianu.factured l;)cal products 

of third-parties, consultancy, or aquisition of firms etc are 

not c-pen to firms in which foreie;ci investtlent exceeds 40%. 

No centrally-administered public sector project bs.s fo=eign 

investi:ient. Foreign i!lvestment below 40% (generally 26%) occurs 

in soce joint-sector projects. 

Flows of foreign funds into and out of the coll!ltry bave 
to approved by the Reserve Be.:ik of India. There is strillgent 
control. 

2:lt determilled by cons~lting the :rational Corjl .... ittee fo~ 
Sc .:.e nee Ge Te cb.r.olosy. 



Ii:. India there is very little foreigti ill.vest:i.ent ill the 

•small-scale' and 'tiny' secto~s. Foreign technology also plays 

a. l.ilti. te d .role • 

For appreciations of the above regulations, it may be 

noted tba t ill. India : 

l) there a.re more than eight million 'cottage' and b.andloom 

i.:.:iits i!l great geographic spread. 

2) there axe about 300 .?ublic Sector (industrial) co:panies, 

none of which is a joint-venture, or has :participation from 

the gsr.eral public. 

3) including the above Public Companies, there ~e about ;~JCO 

c.;,=i.pa.!lies in India ( private limited c~ps.:iies, joint-ve:::iture 

com.;ia.uies, subsidiaries oi fo=eign firI:?.S, joint-stock 

companies and joint-sector co~pa..n.ies) which are registered 

t.mcer the tightly ell.forced Indian Companies Act, 1956. 

4) there are about 4500 '?ublic Limited' Companies (defined as 

bavill.g over 50 share-holders, publicly tradeable sl:leres), 

the balance bein6 largely private-limited co~panies. 

(£ome of whoz:i have employment exceeding 1000). 

5) there are about 1500 Coopanies i.:l. India with foreigc. 

, investment ( both ill public limited atl.d private limited 

co~panies). Of these, less than ?O llave (t)day) 100 % 

fo:eign ownership (largely drug companies). 80 % of the 
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reaail!i.Dg compmies have foreign i.:o.vestment below 40 %. 

Very few co~panies, ~ith fo=eign investment, have less 

tl:laz:l 26 ~ foreign ownership. 

6) T.hile growing i:l number, there a.re fewer t.ha.n 20 co::ip;m; es 

in the joint-sector with foreig:i investment; there are 

abou~ 300 - 400 "two body" jointi-ventu.re co!lpanies (a la 

Egn>t patter:c.). 

7) Thel'g are about 400 coI:panies in I.n.d..ia which are :i.°", or 

earlier were, "c01:.~=olleci" subsid.arie s of i'o=ei go. fi:I:J.s, 

p=illcipa y ~ulti:c.ationals. 

3) !Ildia bas screened alld registerei upward of 6CCO technol~gy 

agreeme!lts; of which about 4500 are cur=e:c.tly operative. 

Prese=.tly, ap~rcvals o! :i.ew/renewed agre.em.e:c.ts a.Llount to 

about 300 annually. 

9) 75 % cf total i:c.d~strial employment is with cottage, handloom, 

1 tiny' an~ 'small-scale' industr:.es. The latter fou.: sec tors 

produce 50 % of all goods in t ems o-L value. 

- - - - -
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