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Assessing the government’s efforts to position Egypt on the global investment map
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Executive Summary
This report aims to act as a complete guide for investors prior to the Egypt’s Economic Development
Conference (EEDC), due to be held on the 13th to 15th of March 2015. The EEDC is perhaps the biggest
event on the Egyptian government’s calendar, where large sums of investments are expected to be
secured. The Egyptian government will demonstrate the measures that have been taken or are in the
pipeline to stimulate the economy and create an attractive investment climate. This Special Report
provides readers with a comprehensive overview of the political and economic context surrounding the
EEDC, presenting Egypt’s reform plan for investors to have better visibility.
Egypt has been through a lot of turbulence during the past four years. The state of turmoil, political
uncertainty and security void has scared investors away. Things are starting to change for Egypt slowly
but steadily. The government has been working on several fronts to stir Egypt back on the right track.
This report analyzes a “Multi-Pillar Strategy” that the government has been implementing.
The Multi-Pillar strategy is composed of five main pillars, the first of which is restoring security
conditions and reaching political stability. Post- 30th of June, the government has addressed this issue
intensely, and we have seen significant enhancement in security and stability. However, the situation in
Sinai Peninsula remains a challenge. The urban locations in Egypt, like Cairo and Alexandria, are
witnessing proper presence of law enforcement officers, but still the State is challenged by security
breaches along the Eastern and Western borders, given the presence of some extremist groups and the
smuggling of illegal goods. The situation is critical, especially, given the wave of instability that has
engulfed the region. Moreover, Egypt has been moving forward with the political Roadmap by amending
the constitution, holding the constitutional referendum and electing a new President. The last milestone
of the Political Roadmap is due to be concluded, with the Parliamentary elections expected to be held
soon. The Parliamentary elections were scheduled to start in March. However, on the 1 st of March, the
Supreme Constitutional Court ruled that the Electoral Constituency Division Law was unconstitutional,
which postponed the elections until the law is amended – with a target date by April, 2015.
The second pillar of the Multi-Pillar Strategy is adopting a reformist economic policy that aims to fix the
chronic structural distortions in the Egyptian economy. There is clearly-felt urgency to deliver reform
among policymakers. For the first, the Egyptian government has set a mid-term strategy that targets
economic recovery; an ambitious four-year plan was developed to achieve the following:
 4% growth rate in FY2015 and a 6%-7% rate by FY2019;
 Cut the budget deficit to 10% in FY2015 and to 8%-9% by FY2019;
 Reduce Egypt’s debt burden to 80%-85% of the GDP by FY2019;
 Attract FDI worth USD 15 bn and total investments worth EGP 650 bn by FY2019;
 Keep healthy levels of inflation throughout the forecast period;
 Bring down unemployment to 13% in FY2015 and 9% by FY2019.
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Furthermore, the government adopted a number of fiscal reforms that have been avoided by consecutive
governments throughout the years in fear of arousing public dissent. Egypt has been plagued with several
fiscal distortions that have resulted in chronically high budget deficits, with more than 80% of public
expenditure going to subsidies, interest payments and wages. The government has partially removed the
fuel subsidy bill and increased electricity prices, with a five-year plan to liberalize the prices of fuel and
electricity which saved billions for the state. On the revenues side, Egypt’s tax proceeds have always been
lower than international standards. Therefore, the government has increased taxes on tobacco and
alcohol, levied a temporary 5% rich-tax, imposed a 10% capital gains tax and adopted the real estate tax.
The execution of the VAT is expected by the beginning of next fiscal year.
Post 30th of June, the government has been attempting to increase the contribution of investments in
spurring growth and developing the economy. A number of measures have been taken in pursuit of an
investment-led growth. After the 30th of June the government has launched two stimulus packages worth
around EGP 60 bn. to spark business activity. The two stimulus packages have had a positive effect on
business sentiment and helped increase the inflows of FDIs and total investments in FY2014. This
enabled the economy to achieve a remarkable turnaround in FY2014, from registering weak growth rates
of 1% and 1.2% in Q1 and Q2 respectively to record 2.5% and 3.7% in Q3 and Q4. Moreover, the
government has announced several megaprojects, including the Suez Canal Development, the Golden
Triangle, the Development of the Western North Coast and the development of 3000 km of roads, to
upscale infrastructure in Egypt and create more opportunities for investments. The Public-Private
Partnership (PPP) unit has also been reactivated to address the problems of the shortage in public funds
or the lack of the technical know-how required for some projects.
The third pillar of the strategy is settling all the disputes between the government and investors. To regain
the lost interest and trust of investors, the government is exerting effort to settle all the disputes with
investors that have characterized the past four years. The Dispute Settlement Committee’s (DSC) role
was enlarged to settle those disputes. The DSC is operating faster than previous times, meeting every two
weeks instead of once every two months. Their target is to solve around 75% of all current disputes
before the EEDC. So far, the DSC has managed to solve 230 cases out of 360.
The fourth pillar of the strategy is initiating a wide-reaching legislative and regulatory reform wave. Given
that the government is pursuing an investment-led growth, the government is very serious about changing
the laws and regulations that hinder investment. The Supreme Committee for Legislative Reform (SCLF)
was formed to revise upcoming drafts for laws coming from all ministries, and to forward the finalized
draft for the President to sign. A number of laws have been issued and amended in only eight months,
including, Renewable Energy Law, New Mining Law, Micro-finance Law, Competition Law, Conflict of
Interest Law, and Egyptian Product Preference Law. All these laws have direct impact on business and
investment in Egypt. There are still several laws in the pipeline, such as the Unified Investment Law and
the New Electricity Law. The new investment law is probably the cornerstone of the coming period; it is
probably what most investors are waiting for in the coming EEDC in March. In the biggest economic
event of the year, President Abdel Fattah Al-Sisi stated at the World Economic Forum that a new
investment law is going to see the light before the March summit. The long awaited law aims to establish
the One-Stop-Shop under the General Authority for Investment (GAFI), to streamline all investorrelated documentation, licensing, permits, etc. The One-Stop-Shop is the highlight of the new investment
law, to ease and facilitate the influx of investments in Egypt. There are a number of debates around the
new investment law, and some critics see that it will have a negative impact on investments in Egypt.
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Opponents of the new law believe that GAFI, which will handle all investor-related matters, does not
have the capacity to accommodate the operations of other ministries.
Another pillar of the dynamic strategy adopted by the Egyptian government is to better utilize 15% of
Egypt’s total GDP; Public Enterprises. The Egyptian public enterprises have been neglected for several
years and could be seen as ineffective and inefficient. However, it is vital to note that public enterprises
make a huge chunk of the government’s tax revenues. Instead of the conventional privatization process,
the government is shifting its direction towards restructuring and up-scaling. A five-year business plan is
to be made for all public enterprises by leading local financial firms and consultants to create a practical
vision for these enterprises, and to increase their productivity. Very few of a total of 775 public
enterprises are actually generating profits, but now with the supervision of the Ministry of Investment,
and the consultation of 60 prominent names in the local financial services, the bleeding and neglected
sector should stand on its feet again. Management is not the only problem within these enterprises; this is
why the Ministry of Investment is set to spend around EGP 90 mn on vocational training for employees
and workers in public companies.
At a broader view of Egypt, the country has access to more than 1 billion consumers, facilitated through
numerous treaties signed with trade partners around the world. Egypt is a signatory of Common Market
for Eastern and South Africa (COMESA), Greater Arab Free Trade Agreement, EU Partnership,
European Free Trade Agreement (EFTA), AGHADIR, and QIZ. These treaties grant Egypt preferential
access to markets across the world. There is a need for the Egyptian administration to utilize its trade
activity; however a crucial project that could redefine Egypt’s role in international commerce is the Suez
Canal Project.
Tangible effort is visible in the new Egypt, and the prerequisites for the country to become one of the key
emerging economies are already present. It is without any doubt that there are upcoming challenges, but if
these challenges are managed well, through a transversal “Multi-Pillar Strategy, the Egyptian government
can land smoothly into sustainable growth.
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Preface: Egypt from Above
Huge Diversified Economy
The Egyptian economy is the third largest
economy, in terms of GDP in Africa and the
Arab world. It is also one of the most
diversified economies in the region with
several promising sectors, inter alia, tourism,
real
estate,
agribusiness,
textiles,
petrochemicals, transportation, ICT and
retail. The economy’s diversity enhances its
long-term growth outlook and increases its
attractiveness. In addition, Egypt possesses
several factors for success to qualify it as one
of the most promising emerging economies.
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Egypt is strategically located on key international trade routes, being the gateway linking Africa and Asia,
as well as being across the sea from Europe. Egypt’s proximity to Europe, Asia and Africa make it perfect
regional export hub. Additionally, the Suez Canal is considered to be the most important naval route in
the world, linking the east with the west, with 8-10% of the world’s maritime shipping passing through
the Canal each year. The “Suez Canal Development” project aims to further enhance the role and
significance of the Canal. Egypt’s location and the large number of trade agreements signed have
rendered the nation as an attractive regional hub for global retail brands.
Huge Consumer Market
With a population of well over 80 million people and growing at 2.5% annually, Egypt boosts one of the
largest consumer markets in the region. The demographics of Egypt make the nation even more
attractive, where 50% of the population is between the ages of 15 and 44. Private consumption has always
been the real driver of the economy, accounting for more than 80% of the GDP in FY2014. The sheer
size of the Egyptian domestic market has lured most global retail brands to the country.
Large and Competitive Labor Force
Egypt’s labor force, 27.6 million1, is considered to be one of the largest and youngest in the region. The
labor force in Egypt is also highly trained, with 300,000 university graduates entering the labor market
annually (20,000 are engineers, 15,000 are science and technology graduates and 22,500 are foreign
language speakers). Egypt has always been deemed as an exporter of skilled labor; yet, young skilled
individuals are increasingly opting to seek employment locally. Egypt’s labor force’s true advantage lies in
1

Central Agency for Public Mobilization and Statistics (CAPMAS)
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the fact that their wages are, on average, lower and much more competitive than in neighboring
economies. However, the nation has thus far failed to optimally utilize its huge labor force, but with the
inevitable increase in investment, it would be a great driver of growth.
Relatively Developed Infrastructure
Egypt already boosts a commendable infrastructure base. Three mobile networks, soon to be four, cover
almost all inhabited regions. The nation possesses 15 commercial ports for international trade, with plans
to upgrade most of them. Furthermore, Egypt enjoys well-developed and constantly being enhanced
network of airports covering all parts of the nation, servicing passenger and cargo alike. Egypt also has a
well established railway and road network, with new investments in the sector announced recently. Cairo
has three underground metro lines, with three more lines planned to be established. Furthermore, energy
and water supplies in Egypt are among the most competitive in the world. Recently, the Egyptian
government has prioritized investments in infrastructure in order to stimulate growth and investments,
with a number of mega projects already announced and others currently in the pipeline.
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Chapter I: Egypt, the last four years at a glance
A New era
On the 25th of January, protestors hit the streets to express rage over Mubarak’s regime, fueled and
inspired by the revolution in neighboring Tunisia. This period was marked by political unrest, lack of
security and stability. Things began to ease for Egypt after the replacement of Mubarak with the Supreme
Council of the Armed Forces (SCAF) on February, 2011. The SCAF ruled as an interim authority, headed
by Field Marshal Mohamed Hussein Tantawy, until the Presidential elections. On November 2011, the
first Parliamentary elections took place, to bring massive numbers of Islamist parliamentarians under the
Parliamentary dome. The Freedom and Justice Party, the political party to the Muslim Brotherhood
ideology, won the majority of seats in Parliament. The second largest political party to establish its
presence in Parliament was the Al-Nour party, which has a more radical orientation of Islam.
Presidential elections were set in May 2012, with 13 Presidential Candidates to enter a tough race. The
first round ended with two candidates shortlisted for the Presidential race, Mohamed Morsi of the
Muslim Brotherhood and Ahmad Shafik, a former air force commander. Morsi won the Presidential
elections with votes of 51% against 49% for Shafik.
Morsi’s rule did not represent what the streets of Cairo called for; in fact the public saw his rule as an
abuse of power. Morsi’s Presidency was challenged by public uprising and demonstrations which led to
the 30th of June, 2013. An interim President took over, Adly Mansour, who was the head of the Supreme
Constitutional Court.

The Economy Suffered
Before the January 25th Revolution, the Egyptian economy was reaping the gains of the reform wave that
was sparked in 2004. According the World Bank’s Doing Business Report, Egypt was the top reformer in
2008. The reforms led to admirable results in the period from 2004 to 2010. Foreign Direct Investments
(FDI) grew, tourism revenues reached its highest levels and foreign reserves increased. Egypt achieved a
growth rate of 7.2% in FY2008, at the height of the global financial crisis, proving the resilience and
promise of the Egyptian economy.
However, there is another side of that period’s story. Many argue that growth during that period was
unsustainable and unjust. Growth was fuelled by capital accumulation, mainly through increasing
investments in the energy sector, and was not accompanied by an increase in the overall productivity of
the economy. The worst part was that this period was marred by increasing corruption levels and lack of
policies that aim to trickle down the increase in wealth. This resulted in higher levels of poverty and
public dissent, which eventually led to the January 25th revolution.
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After the January 25th revolution, the economy suffered from a major shock that hit all sectors, especially
tourism and mining. This caused the GDP growth rate to fall by more than 3%, from 5.1% in FY2010 to
1.8% in FY2011. Continued political instability and lack the required reform policies since 2011 inhibited
the economy’s ability to recover, registering weak growth rates of 2.2% and 2.1% in FY2012 and FY2013
respectively. Almost all economic indicators were affected as a result of the turmoil, including:
 Budget deficit increased as a percentage of GDP from 8.1% in FY2010 to 13.7% in FY2013;
 Tourism revenues decreased from USD 11 bn. in 2010 to USD 9.7 bn. in 2013;
 Net Foreign Direct Investments (FDIs) decreased from USD 6.8 bn. in FY2010 to USD 3.8 bn. in
FY2013;
 Net international reserves decreased from over USD 35 bn. in 2010 to USD 14.9 bn. in 2013;
 Total investment growth was squeezed from 17.6% in FY2010 to -1.6% in FY2013.
The economy started to rebound slowly but steadily post 30th of June 2013, with business confidence
making a significant recovery. This was felt across almost all economic indicators in FY2014. The stock
market performance, the levels of FDIs and total investments achieved in FY2014 translate the uplift in
business sentiment the most. The stock market’s main index, EGX30, increased from an average less than
5000 points in June 2013 to more than 8000 points in June 2014. In addition, FDIs increased from USD
3.8 bn. in FY2013 to USD 4.1 bn. in FY2014, while total investments increased from EGP 242 bn. to
EGP 265 bn. Several factors were behind the regained investor’ trust:
 Enhanced security conditions;
 Regained political certainty;
 Gulf support;
 The government’s keenness on stimulating the economy as proven by the two stimulus
packages;
 The clear will for economic reform.
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The economy throughout the 4 years of instability and turmoil:

EGX 30 and Political Events 2011-2014
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GDP Growth dipped from 5.1% in FY2010 to 1.8% in FY2011, to stagnate for the
next three years at 2% 2.2%, 2.1% and 2.2%
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Chapter 2: Post June 30th: Towards a New Egypt
The gloomy outlook started to change slowly upon the announcement of the country’s Roadmap in
2013.On the 3rd of July, 2013, Defense Minister, currently elected President, Abdel Fattah Al-Sisi
announced the political Roadmap to answer the demands of millions who staged mass demonstrations
in the country on the 30th of June. The Roadmap relieved President Morsi from his duties and instated
the Head of the High Constitutional Court, Adly Mansoor as an interim President of the country until
new presidential elections. It also suspended the constitution and stipulated the formation of a
committee to draft a new constitution that would be followed by Presidential elections and then
parliamentary elections.
First Stage of Roadmap: New
Constitution
and
Constitutional
120
Referendum
98.13
100
A 10-member technical Committee was
Constitutional Referendums 2012 vs. 2013
formed to amend the constitution that
80
63.83
was drafted by the Constituent Assembly
60
formed under President Morsi’s rule. On
38.59
36.17 32.86
the 20th of August, 2013, the 10-member
40
Committee finished its amendments and
20
forwarded them to a 50-member
1.87
Constituent Committee for revisions.
0
The previous Constituent Committee
2012 Constitutional
2013 Constitutional
was criticized for being dominated by
Referensum
Referendum
Islamists. It was formed of 100
Yes
No
Turnout
members, 66 of them were MB
Parliamentarians and members of
Islamic political parties. Women barely participated in the Constituent Assembly, and Coptic Christians
formed only 5% of the assmebly. The new 50-member committee under interim President Adly
Mansoor had equal and fair representation from all political parties, professional syndicates,
governmental entities, activitsts, minorities and regional leaders. The Committee revised and edited the
constitution in 60 days. The new constitution passed with a staggering majority in the referendum on the
14th and the 15th of January 2014, as shown in the graph.
Second Stage of Roadmap: Presidential Elections
On the 26th of January, President Adly Mansoor anncouned that the upcoming Presidential elections will
be held on the 26th of May 2014, marking the second step of the roadmap. There were only two
candidates in this Presidential election, former Defense Minister Abdel Fattah Al-Sisi, and Hamdeen
Sabahy, third runner-up in the 2012 elections. Abdel Fattah Al-Sisi won with a 96.1% vote, 25.6 mn
voters (47.5% of registered voters), finalizing the second step towards stability, security, and assigned
roadmap.
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Last Milestone of Roadmap: Parliamentary Elections set in March 2015
The final milestone of the political roadmap is
the Parliamentary elections. The elections were
scheduled to start in March, but got postponed
after the Supreme Constitutional Court ruled
that one of the laws regulating the elections, the
Elections Constituency Division Law, was
unconstitutional. The elections got postponed
until the aforementioned law is amended.
Initially, elections were supposed to be held on
two phases, the first was in March for Egyptians
living abroad. The second phase was due to be
held in April, for Egyptian residents.

Upcoming Egyptian Parliament 2015
Distrbution
Seats for Party Lists
Seats for Individuals
Presidentiali Quota
5%
21%

74%

The Parliamentary Elections Law divided the
upcoming Parliament as follows:
 420 seats for individuals;


120 seats for party lists;



27 seats members shall be instated by
the president.

The short-lived Elections Constituency Division Law divided Egypt into 237 constituencies for
individuals and four for party lists. It was supposed to regulate the electoral process by ensuring fair
representation as per the constitution. This entails that each Member of Parliament must represent the
same number of voters.
Four law suits were filed against the three laws regulating the Parliamentary elections, The Law of the
Exercise of Political Rights, the Parliamentary Elections Law and the Elections Constituency Division
Law. On the 1st of March, the Supreme Constitutional Court (SCC) accepted one of the lawsuits and
ruled against the constitutionality of the Elections Constituency Division Law. The ruling is based on
Article 102 of the constitution which states “the division of electoral constituencies must guarantee equal
representation of the population, and governorates, as well as the equitable representation of voters”.
One of the other four lawsuits was rejected, while the other two were not accepted due to procedurals
flaws. Upon the ruling, the Presidency directed the cabinet to amend the law in no more than a month.
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Main Political Alliances and Coalitions (before the SCC ruling):

Political Coalition
For The Love of Egypt

Parties/Formation/Key
 Formed by Ex-military official and security analyst Sameh Seif Al-Yazal,
 Has a large number of well-known political figures, ex-ministers and businessmen
 Wafd Party (oldest political party in Egypt)
 Members of Leftist Party Al-Tagamoa
 Members from the Free Egyptians Party
*claimed to be supported by the State

Egyptian Front

 Ahmad Shafik, former Presidential candidate
 Conference Party
 Misr Balady
 Leftist party Al-Tagamoa,
 Al Ghad
 Islamists
 Salafi Islamic group, took a big portion of Parliament in 2011

Al Nour

Egypt’s Awakening

 Egyptian Social Democratic Party
 Dignity Party

Given the distribution of the Parliament, some political parties have boycotted the upcoming elections,
including, the Popular Socialist Alliance. A number of political parties have objected to the Parliament’s
division set by the Parliamentary Elections Law. Critics saw that the law minimizes the role of political
parties, given that party lists make only 120 out of 567 seats. In addition, there have been some concerns
that Parliament will be segregated with no clear majority as a result of the large share of individuals,
along with the political parties’ failure to form any alliances for the individuals’ seats. As such, the new
Parliament could become a serious impediment facing any future government, given that it could slow
down the legislative process.
Many consider “For the Love of Egypt” list as the strongest contender since it has a large number of
prominent figures, including well-known businessmen, ex-ministers, political heavyweights and veteran
parliamentarians. There have been a lot of claims that the “For the Love of Egypt” list is backed up by
the government.
As for the individuals’ seats, there have not been any successful coalitions between different political
parties. This leaves the Free Egyptians Party and Al Noor Party as the strongest contenders for the
individuals’ seats.
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Domestic and International Legitimacy
After the Presidential elections and the outstanding win of President Abdel Fattah Al-Sisi, the new
Egyptian leadership saw two major challenges; domestic legitimacy and international legitimacy. The
Egyptian people have become severely frustrated and weary after the last four years (2011-2014).
Frequent strikes, sit-ins, and factional demands disturbed the progress of the economy, and more
importantly disrupted the lives of many Egyptians. Almost all businesses have been affected as a result
of the lack of stability and security. The chaos in the streets caused several curfews enforced by the
military to restore security. These factors caused major busts in the economic progress of the country in
the last critical four years.
The 25th of January Uprising is seen to have been caused by a
rise in people’s expectations. Expectations are still on the rise
for the Egyptian people, and three years after the 25th of
January 2011, when President Abdel Fattah Al-Sisi took
The two main challenges for the new
office, expectations were still rising. The current government
administration: Domestic and
understands that, and the need for a strategy to achieve
International Legitimacy
domestic legitimacy is crucial to keep up with the rising
expectations of the people.
A key move taken by the President to ensure misconception
of hijacking political power was the formation of the
Supreme Committee for Legislative Reform (SCLR) which is
authorized to legislate until the formation of the new
parliament. This move was taken by the President during the
first week of his presidency, given that there was no
Parliament to take on the legislative process.
President Abdel Fattah Al-Sisi, and interim President Adly
Mansoor faced pressure even beyond the streets of Egypt.
The post 30th of June leadership faced a tough challenge to
gain international legitimacy. The President made several
visits after taking office to garner international political
support.
The President’s visits are not mere statements of political
support. President Sisi engaged in critical visits during his early
days as President such as the visit to Algeria, followed directly
by Equatorial Guinea. The two visits are essential to boost
African relations. Algeria has shown great support for Egypt
during its dismissal from the African Union. The visit to
Equatorial Guinea marks the first visit for Sisi as President
during the African Summit. Other key visits are the
President’s visit to France, which mainly targeted French
involvement in the energy sector in Egypt, to boost economic
relations with the two countries, and the President’s visit to
Italy which is the largest trade partner in Europe. The Visit to
Russia is one of the highlighted visits, to enhance economic,
political & military cooperation between both countries.
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Domestic legitimacy is a challenge,
fueled by public frustration for 4 years
now

The new government faced international
isolation after 30th of June, and to gain
international political support was a first
step for this government to move forward
Presidential visits and diplomatic efforts
have been made to solidify Egypt’s
international relations

A new administration, with an urgency to
deliver

Key International Visits: A Strive for International Support and Legitimacy
Location

Date

Significance and Topics Covered

Algeria

25th of June, 2014

 This marks the first international visit for Abdel Fattah Al-Sisi as President of Egypt
 Algerian leadership refused the suspension of Egypt’s membership after Morsi’s ouster
 President Sisi’s meeting with Algerian President Abdel Aziz Bouteflika encompassed the major developments in Africa, covering
security and economic relations between the two countries

Malabo,
Equatorial
Guinea

27th of June, 2014

 Regaining a greater role in Africa, President Abdel Fattah Al-Sisi visited Equatorial Guinea for the African Union Summit
 President of Egypt declared Egypt’s intentions to run for Security Council Elections
 This is a political move to pool political support of Egypt in the Security Council decision making process

Khartoum, Sudan

28th of June, 2014

 The Egyptian President visited neighboring Sudan to discuss security challenges of both countries
 The visit signifies Egypt’s strive for a greater role in Africa and the Middle East to counter terrorism

Saudi Arabia

11th of August, 2014

 Saudi Arabia is one of the strongest supporters for Egypt’s new leadership
 The meeting between two country’s leaders was to strengthen economic relations
 Addressed security issues

Moscow, Russia

12 of August, 2014

 A proof of Egypt’s more active and diversified foreign policy
 To strengthen political, economic and military ties with the Russia, after Egypt’s long dependency on US
 Seen as beginning of a strong cooperation between the two countries, after bumpy US and EU relations with Egypt.

69th Session
UNGA, USA

24th of September, 2014

 Focusing on a critical idea: that the ouster of former President Morsi was put forth by people’s request
 Calling for the support of the “New Egypt”
 Inviting the world for the Egypt’s Economic Development Conference (EEDC)
 Met with President Obama, which marked a major diplomatic success

Rome, Italy

24th of November, 2014

 Italy is the largest economic trader with Egypt so the visit came to strengthen economic ties
 Promoting the EEDC set this coming March
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Location

Date

Significance and Topics Covered

Paris, France

26th of November, 2014

 President Sisi met major energy producers in Paris, and discussed additional investments in Egypt,
 Promoting renewable energy sector, to diversify energy sources
 Inviting French investors and businesses for participating the EEDC

Beijing, China

21st of December, 2014

 Strengthen economic cooperation in fields of infrastructure and defense
 The visit to China was part of the road shows in the build-up to the EEDC

United Arab
Emirates

18th of January, 2015

 President Sisi’s visit included his participation in the World Future Energy Conference in Abu Dhabi
 Both Egypt and the UAE share evident economic and political ties, which is the propelling force for Emirati investments
 Sisi’s visit aimed to stress on Egypt’s new energy policy and invite UAE companies to invest in the sector

World Economic
Forum, Davos

22nd of January, 2015

 The important international economic event of the year.
 In his speech, the Egyptian President stressed on the legitimacy of the two revolutions the country
 He explained that he is committed to obligations put forth by the Egyptian people on the 25th of January and the 30th of June
 These demands are highlighted by economic prosperity and higher standards of living
 The government will have to support and facilitate investments in the country by creating a reasonable climate for investments
 An invitation for the business community to attend the EEDC which will showcase the latest economic reforms

Addis Ababa,
Ethiopia

29th of January, 2015

 The first Presidential visit to Ethiopia for 20 years
 President Sisi met Ethiopian Prime Minister Hailemariam Desalegn for the African Union Summit to enrich African relations
 The meet with the two leaders covered major controversy over the water dam (Renaissance Dam) of Ethiopia

The efforts made to regain international legitimacy by the new President and Government were acknowledged, evident through reciprocal visits from
Head of States, such as King Abdullah of Saudi Arabia, Vladimir Putin of Russia, François Holland of France, and King Abdullah of Jordan. Other
non-presidential yet strategic visits occurred such as John Kerry, US Secretary of State, and other key officials.

18
© N Gage Consulting S.A.E.

EGYPT’S MULTI-PILLAR
STRATEGY TO BYPASS
CHALLENGES

STABILITY AND SECURITY
EONOMIC STRATEGY
INVESTMENT ENVIRONMENT
PUBLIC ENTERPRISES

Chapter 3: A Multi-Pillar Strategy to bypass challenges
The Egyptian government has been facing tough challenges
since the 30th of June. Based on our monitoring of
government policies and strategies, we see tangible efforts
made throughout the past year towards massive reform, and
mainly economic. With that said, we still believe that further
reform is needed to drive the country’s economic potential.
This chapter is set to assess the strategies adopted by the
government and analyze the measures taken since the 30th of
June. It is evident that the government is moving forward, yet
still there is a need for a more aggressive push to allocate
Egypt’s potential on the global investment map.
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The government has been acting on several fronts to stir the nation on the right track. After examining
the government’s policies and measures, we present a comprehensive overview of Egypt’s “Multi-Pillar
Strategy”. The Multi-Pillar Strategy is composed of six key pillars: Security and Stability, Economic Policy,
Regulatory and legal Environment for Investment, and the Upscale of Public Enterprises. The economic
policy adopted by the current government is driven by fiscal reforms accompanied by bold decision,
monetary reforms, investment-led growth, and public/private partnerships.

Security and Stability
After four long years of instability, chaos, the enhanced performance of the security apparatus is now
seen visible. The country is moving more aggressively towards more stable streets and less violence across
almost all governorates. Security officers have strong presence throughout the country, which was not the
case during a large part of the last four years ago. The army helps the police as well by securing the key
strategic locations in Egypt. The security situation in urban Egypt is improving; however, things are not
as bright on the Eastern side of the country.
The Middle East security and stability is threatened by terrorism. The situation in Gaza, Syria, Iraq and of
course Libya is implying major pressure on Egypt and Arab countries. Egypt is facing a crisis of arms
smuggling from Libya which shares almost 1000 Km with Egypt. There is a security challenge in Sinai
because of a sophisticated terrain, and how smugglers and terrorist groups are deeply embedded within
the Bedouin communities of Sinai.
Since the 30th of June, 2013, the government moved aggressively towards securing its Eastern borders,
operating several military campaigns to dismantle these militant groups from growing. The military has
created a 1 km buffer zone in Sinai near the border with Rafah to be able to effectively control the border
and illegal tunnels between Egypt and Gaza. Locals have been moved to other locations for their safety.
Despite the army’s intense efforts, terrorist attacks in Sinai still persist, albeit less frequently. In January,
two days after the fourth anniversary of the 25th of January revolution, a terrorist attack in Sinai killed up
to 30 people targeted military check-points, bases, and military hotel in the city of Arish.
The Egyptian State is now taking a big part of a campaign to fight terrorism and religious extremism in
the Middle East, coordinating its intelligence with several neighboring countries to counter the rise of
regional terrorism.

Economic Strategy
Setting Clear Targets
In a bid to put the economy on an upward trajectory and provide visibility regarding its direction, the
government committed to achieve much better results for FY2015, while devising a medium-term plan
for economic recovery. The ambitious four-year plan sets clear and measurable targets for the period
ending in FY2019. The government targets the following:







Achieve a 4% growth rate in FY2015 and a 6%-7% rate by FY2019;
Cut the budget deficit to 10% of the GDP in FY2015 and to 8%-9% by FY2019;
Reduce Egypt’s debt burden to 80%-85% of the GDP by FY2019;
Attract FDI worth USD 15 bn. and total investments worth EGP 650 bn. by FY2019;
Keep healthy levels of inflation throughout the forecast period;
Bring down unemployment to 13% in FY2015 and 9% by FY2019.
20
© N Gage Consulting S.A.E.

Fiscal Reforms
Egypt’s fiscal sector has been plagued by
several structural distortions on both, the
expenditure and revenues sides. The distortions
in public revenues resulted in Egypt running
one of the most rigid budgets for years. To
elaborate more, most of public spending
(around 80%) has been going to wages,
subsidies and debt servicing, leaving scraps for
infrastructure investments and upgrading social
services like education and health. Consecutive
governments have been reluctant to fix these
distortions, namely, rationing the subsidy bill
and reforming the public sector’s wage
structure, in fear of causing public dissent.

Public Expenditure FY2014
Investments
Others
Purchase of
Goods &
Services

Subsidies, G
rants and
Social
Benefits

Wages

Interest
Payments

Source: Ministry of Finance

On the public revenues side, Egypt’s tax revenues as a percentage of GDP (14.2% in FY2014) are far
below international levels (23% for low-income economies, 28% for emerging economies and around
36% for developed economies). In addition, Egypt has an enormous and untaxed informal sector which
inhibits the country from recording optimal tax revenues. Egypt’s informal sector is estimated to generate
revenues equal to around 40% of the GDP and employ around 5 million workers2. These fiscal
distortions have caused Egypt to run a chronically high deficit and debt levels, which was exacerbated
after the January 25th revolution. This presented a serious risk to the long-term welfare of the country,
negatively affecting the economy’s credibility and investors’ confidence.
President Al Sisi adopted a number of fiscal reforms that were previously considered taboo. This signaled
the start of a new era where the government is not afraid to take the necessary measures to reform the
economy. The reforms rejuvenated confidence in the economy significantly, while gaining the blessings of
the IMF and World Bank. These reforms are as follows:
 Partial removal of the fuel Subsidy that raised fuel prices by up to 78%, saving around EGP50 bn.
with a clear plan to curtail fuel subsidies completely within five years;
 Prime Ministerial decree 1257 to raise electricity prices gradually for five years;
 Law 58 for 2014 to increase the taxes on alcohol and cigarettes;
 Prime Ministerial Decree 1256 for 2014 to impose a maximum wage on public employees of EGP
42,000;
 Law 53 for 2014 to amend the income tax imposing a 10% tax on capital gains and a short-term
5% tax on individuals and companies earning more than EGP 1 million, while also taxing the
revenues incurred abroad by individuals and companies based in Egypt;
 Law 117 for 2014 to amend and pave the way for the execution of the real estate tax.
These reforms have enabled the government to target a budget deficit worth 10% of the GDP in
FY2015, down from 12.8% in FY2014. It is noteworthy to mention, that the first draft of the FY2015
budget before the adoption of the above-mentioned reforms, registered a deficit of 14.5% of the GDP.
These reforms put the economy on an enhanced fiscal path and boosted its credibility.

2

Egyptian Center for Economic Studies

21
© N Gage Consulting S.A.E.

The government aims in the next
period to further reform and target
subsidies through a possible shift
towards cash transfers. In addition,
meeting
the
constitutional
obligations of allocating a budget
worth 4% of the GDP to
education, 2% to higher education,
3% to health and 1% to scientific
research is targeted within three to
four years. In the FY2015 budget,
EGP 94.4 bn. are allocated to
education which represents 3.9% of
the GDP, while EGP 42.4 bn. are
allocated to health, representing
1.7% of the GDP.
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However, there are still several
FY2013
FY2014
FY2015
deficiencies with the government’s
performance over the course of
Education
Health
FY2015. It was announced that Egypt
Other
Social Spending (% of GDP)
would shift from the general sales tax
Source: Ministry of Finance
to the VAT system in FY2015. The
shift to the VAT will help drastically reduce tax evasion, but most importantly would give the government
precious information on the massive informal sector in Egypt which is the first step towards
formalization. With the end of the third quarter of FY2015 coming near, societal dialogue for the VAT is
louder, getting more attention and media coverage as it should.
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Monetary Policy
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An active monetary policy that is in line with the economy’s priorities and other government policies is
one of the prerequisites of economic stability and catalysts for growth. Post the 30th of June 2013, the
Central Bank of Egypt has been adopting an active monetary policy, shifting the policy to keep inflation
in check at times or to support investments and economic growth at other times. The government
prioritized encouraging investments to stimulate the economy right after the 30th of June and launched
two economic stimulus packages. In an effort to complement the government’s efforts, the Central Bank
opted to cut interest rates twice, once in August 2013 by 50 basis points and the other in November by
another 50 basis points. Afterwards, the Central Bank raised the interest rates by 100 basis points in June
2014 as a preemptive measure to control inflation after the government raised fuel and electricity prices.
As inflation stabilized and the drop in global oil and food prices fell resulted in a more favorable inflation
outlook, the Central Bank decided to cut interest rates by 50 basis points in January 2015 to support the
government’s efforts of encouraging investments.
Additionally, a more flexible exchange rate was adopted in January 2015 to further support growth and
investments. The Central Bank defended the EGP against the dollar over the period from June 2013 until
December 2014 in fear that any steep devaluation would shake the confidence in the economy and add to
the inflationary pressures. However, as the black market for the dollar got out of control and the
economy showed solid signs of recovery, the Central Bank opted to devaluate the EGP to relief the
pressures on Egypt international reserves, encourage investments and support Egyptian exports. The
EGP’s official selling price against the dollar reached EGP 7.62 as of mid-February.
The active monetary policy adopted by the Central has always been in line with the government’s course
of action. This has helped increase confidence in the Egyptian economy.

Pursuit of an Investment-led Growth
Post 30th of June, the government has been attempting to increase the contribution of investments in
spurring growth and developing the economy. A number of measures have been taken in pursuit of an
investment-led growth. After the 30th of June the government has launched two stimulus packages worth
around EGP 60 bn. to spark business activity. The two stimulus packages have had a positive effect on
business sentiment and helped increase the inflows of FDIs and total investments in FY2014. This
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enabled the economy to achieve a remarkable turnaround in FY2014, from registering weak growth rates
of 1% and 1.2% in Q1 and Q2 respectively to record 2.5% and 3.7% in Q3 and Q4.
Moreover, the government has announced several megaprojects, including the Suez Canal Development,
the Golden Triangle, the Development of the Western North Coast and the development of 3000 km of
roads, Dabaa Nuclear Power Plant, and to upscale infrastructure in Egypt to create more opportunities
for investments. Work has already started in the Suez Canal Development Project, while preparations for
others are underway. This has brought the Egyptian economy to the international limelight, significantly
increasing interest in the vast opportunities in it. Another factor that shed the light on the investment
opportunities in Egypt is Egypt’s Economic Development Conference which aims to attract large sums
of investments. The Conference has garnered wide attention internationally with a large number of
investors expected to attend. Investment opportunities and megaprojects will be announced at the
Conference. These measures are expected to increase investment growth significantly and, in turn, have a
much bigger contribution to growth.

Public Private Partnership (PPP)
As a result of resource shortages and, often, the lack of the
technical know-how, the government cannot, on its own,
execute all the projects on the nation’s economic and social
development plan. For this reason, Egypt placed a renewed
emphasis on the role of the PPP program that started in 2010.
PPP is a long-term contractual agreement between the public
sector and a private party where the private party delivers a
project or a service that is normally provided by the public
sector. In this type of contract, the private sector supplies
public services over an agreed period of time and is paid either
by the end user or by the public sector.

WHY IS PPP NECESSARY?
1. A new source of capital
2. Better services for the public
3. More jobs

PPP’s main advantage is that it utilizes the role of the private sector’s capital and skills, often filling the
gap between the public capacity, in terms of available resources or technical skills, and project
requirements. For the public sector, PPPs are useful as they partially transfer the risk to the private sector.
Additionally, PPPs play an important role in transferring the know-how technology to the public sector.
In Egypt, Law No. 67/2010 (the PPP Law), provides a framework for the obtainment of infrastructure
projects as well as other utility projects and services under a public-private partnership model. The PPP
Central Unit at the Ministry of Finance is the technical, financial and legal expert regarding the PPPs.
Furthermore, the Supreme Committee for PPP Affairs, chaired by the Prime Minister, is in charge of
overseeing national policy and general approaches towards PPPs and of approving PPPs in the coming
period. Efforts have been made for PPP initiative to enhance the role of the private sector in
development. Currently, the government is mulling the feasibility of nine projects to be executed via the
PPP scheme worth EGP 8.5 bn such as:
 1,000 public schools;
 Desalination plant in Hurghada;
 Wastewater treatment plant in Helwan;
 Automation of the real estate registry;
 Adoption of energy-efficient technologies in Alexandria to reduce power consumption.
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Regulatory and Legal Environment for Investment
Government’s Eagerness to Solve Disputes
A large number of disputes have occurred between the state and investors in the last four years,
significantly shaking investors’ confidence. The disputes can be divided to four areas, these are:
privatization, tax, energy and property. A Dispute Settlement Committee (DSC) has been formed with the
mandate of handling the matter of investors’ disputes. The committee has utilized its operations to meet
once every two weeks instead of once every two months. According to Chairman of the General
Authority for Investments (GAFI), Hassan Fahmy, Egypt has already settled a number of disputes that
saved the state EGP 10 bn. Among the disputes settled are with Al Futtaim and Orascom Construction.
As of January 2015, the Dispute Settlement Committee, governed by the Ministry of Investment, ended
230 disputes from a total of 360 disputes. There is another committee is working on disputes under the
supervision of the Prime Minister, which is dedicated to solve disputes that are related to contracts
between parties. As of January 2015, Minister of International Cooperation claimed that 14 disputes
within the dispute settlement committee supervised by the Prime Minister have been solved, from a total
of 24 disputed. As of February 2015, 80% of Saudi disputes are settled in Egypt.
Legislative Reform
The country’s policy is directed towards investment-led growth, and the legislative and regulatory
environment is an integral part to where the government is heading. The Egyptian government after the
30th of June 2014 enforced a series of regulatory and legislative amendments to form a calm and safe
environment for investors. Investors have lost their trust throughout the four years of economic and
political upheaval. The push for further regulatory reforms is compiled by cases of redundant laws that
overlap, making a much more complicated process for investment. The Egyptian government started
supporting its strategy by making sensible efforts and decisions to attract more investments, domestic and
foreign.
On the second day of his presidency, Abdel Fattah Al-Sisi issued the formation of the Supreme
Committee for Legislative Reform (SCRR), a mechanism to carry on with the legislative process until the
formation of Parliament. The committee has the mandate of preparing, researching and studying draft
laws as well as decrees issued by the president and prime minister that must be amended in order to
comply with the articles of the 2014 constitution. The Egyptian Economic Regulatory Reform and
Development Activity (ERRADA) was reactivated, reporting to the Minister of Trade, Industry and
SMEs. ERRADA is an initiative that aims to support the government’s efforts to build a regulatory
management system to review and streamline business related regulations. It has the objectives of
identifying all business-related regulations and decrees; amend and simplify them to avoid redundancy and
duplication; make all regulations accessible to the public electronically and introduce Regulatory Impact
Assessment (RIA). ERRADA’ work is based on a dialogue between public and private institutions and
civil society, aimed at increasing economic efficiency, competitiveness and creating more job
opportunities. These two mechanisms work as the heart of regulatory reform initiatives in the country
today.
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Issued laws under regulatory reform:

Issued Laws
•Competition Protection
Law
•Renewable Energy Law
•New Mining Law
•Egyptian Product
Preference Law
•Conflict of Interest Law
•Microfinance Law

Pipeline
•Investment Law
•New Labor Law
•New Electricity Law
•VAT

Laws to be
ammended
•Labor Law
•Union Law
•Industry Law
•Bankruptcy Law
•Real Estate Registry Law

Competition Protection Law No.3/2005
President Abdel Fattah Al-Sisi has issued a decree amending some provisions of the law No.3/2005 to
protect competition and prevent monopolistic practices. These amendments come in line with the
provisions of chapter 2 of the constitution which emphasized on the importance of supporting
competitiveness and prevent monopolistic practices. It also allows the free exercise of economic activity,
in order to achieve economic development and safeguard the interests of all parties.
According to the Chairperson of the Egyptian Competition Authority (ECA), Mona El Garf, the
Authority has amended almost 60% of the Law, adapting to market changes. The law was subject to three
waves of amendments, in 2008, 2011, and the last wave in July 2014. The Egyptian Competition
Authority expects that the law will be subject to constant amendments in the future to adapt to a
developments and changes within economy.
The latest amendments to the law targeted to solidify the presence of the Egyptian Competition
Authority. They ensure that the ECA is an independent and autonomous body which gives the ECA the
authority to file a case against a business operation that conflicts with the law. Moreover, the amendments
changed the fines on monopolistic activities from being a fixed fee to a percentage of the revenues
incurred through the activity in question. Before the amendments of 2014, fines for monopolistic actions
were unified to all businesses, disregarding the sizes of different businesses. Now, the new fees will act as
a tougher deterrent for all businesses.
The biggest challenge for ECA is the large informal sector operating beyond the State’s supervision. The
informal sector needs to be formalized for the authority to pull solid analysis on monopolistic behaviors
within the Egyptian economy. The informal sector is not under supervision, and it is difficult to track and
to enforce fair competition among sectors.

New Renewable Energy (Law No.203/2014)
President Abdel Fattah Al Sisi issued a decree encouraging the production of electricity from renewable
energy sources. This decree includes a set of interrelated and integrated measures to encourage the entry
of private sector into the field of electricity production from renewable energy sources.
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The decree targets several objectives which include the establishment of production plants for renewable
energy on the basis of allowable systems and mechanisms, the allocation of appropriate public lands for
the establishment of renewable energy projects based on the usufruct system, in addition to encouraging
local and international investors to invest in renewable energy projects for the production of electricity.
Moreover, easing the burden on oil and gas resources, reducing the need to import fuel, and achieving a
20% share of renewable energy from the total electricity produced in Egypt until 2020, are all objectives
of the new decree that was issued.
Article 6 of the new renewable energy law claims that licensed renewable energy companies are obliged to
link the electricity production plants to the sources and grids as part of its production operations and
expenses. The government is helping private energy investors by giving incentives, the feed-in tariff as an
example, however investors have to bear some costs. Other than grants given to energy companies, the
government will impose mandatory ratio of electricity generation, of which companies have to follow.
The new renewable energy law is seen as a solid step to solve that the country had to suffer from last
summer.

New Mining Law (No. 198 of 2014)
The new mining law No. 198 of 2014 was issued
on the 9th of December replacing the precedent
law No. 86/1956. The law is applied on mining,
quarries, salt beds, and ores. The new mining law
does not cover petroleum and natural gas
materials, for both materials are regulated by law
No. 66/1953.
The new law proposes a critical regulatory policy
concerning rent value, royalty rates, and license
fees. Agreements made under the old law will have
to comply with the new one at agreement renewal.
The government will invite licensees and negotiate
new values of rent and royalties. The law set the
Egyptian Minerals Resource Authority (EMRA) as
the sole body regulating mining and exploration.
The competent Minister will grant two types of
licenses, one for exploration and another for
production, only to be approved by EMRA.

THE GOLDEN TRIANGLE
MEGAPROJECT TO MAKE THE
BEST POSSIBLE USE OF EGYPT’S
MINERAL RESOURCES

Click: The Golden Triangle Project

The exploration license is granted for a maximum of two years and can be renewed only once for the
same period. Production license is granted for 15 years, instead of 30 years as set by the old law. Under
the old mining law, licenses were granted under a first-come first-serve approach. On the other hand, the
new mining law grants licenses through competitive bids. The new law aims to regulate the mining
industry and ensure the effectiveness the sector.

Egyptian Product Preference Law No.5/2015
On the 19th of January, Law No.5/2015 was issued for the preference of Egyptian products in
government contracts. The law grants Egyptian products a preferential treatment in obtaining
government contracts, as long as the price of the Egyptian product is not higher than that of the
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imported substitute by more than 15%. It identifies the Egyptian product as any product with at least
40% local component. This law applies to ministries, government authorities, and public enterprises,
coming to force in April. It aims to reduce the cost of imported goods and support local industries. A
special committee will be responsible for government contracts and procurement which will grant the
preferential treatment on an item-by-item approach. As the government is increasingly relying on
investments for growth, government procurement is expected to increase which can play a huge role in
the growth of local industries.

New Listing Amendments
The Egyptian Financial Supervisory authority has decided to amend listing and delisting rules on the
Egyptian Stock Exchange (EGX). Principal shareholders under the previous framework could not offer
more than 35% of their companies on EGX. This framework locked shareholders on a 65% that cannot
be offered as free float for two years. Now, the amendments published on December 2014 will release
principal shareholders of the imposed lock-up by lifting the accepted stock offering from 35% to 49%.
Thus, principal shareholders will have to lock-up only 51% of the capital instead of 65% as imposed by
the previous law. This decision by the Egyptian Financial Supervisory Authority (EFSA) shall have a
positive impact on investments in Egypt and possibly for companies to be listed in EGX.

Laws in the Pipeline:
Click: The investment Law Debate

The Investment law
The much-anticipated Unified Investment Law drafted by the
General Authority for Investment (GAFI) is the core of
Egypt’s new legislative reform. The new investment law aims
to overcome several challenges caused by the existing
investment law. Among the most important shortcomings are
the following:
1. Multiplicity of the entities an investor has to deal with.
2. Incomplete and inactive “One Stop Shop”, especially
regarding land auctions and granting permits.
3. Lack of a clear dispute settlement mechanisms.
4. Absence of incentives that would encourage current
investors to increase their investments or that would attract
new investors.
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The new investment
law is criticized by
some officials for
redundancy

As the country is moving forward, a new investment law has been drafted to overcome these
shortcomings. The new law is set to cover the following goals:
One Stop
Shop
Clear
Mandate for
GAFI

New
Mechanisms
for Issuing
Permits

Assurances
for
Investors

Unified
Investment
Law

SMEs
Support

Ease
Investment
Procedures

Dispute
Settlement

New Labor Law
The Ministry of Manpower and Immigration submitted a new
draft of the Labor Law. The draft is still under supervision of the
Supreme Council for Legislative Reform. The new law grants a
bigger role to the Labor Offices in solving individual disputes
related to labor, employment, and work.
The new law is set to introduce a new center for Mediation and
Arbitration for Settlement of Collective Labor Disputes with the
help of international expertise in this field. The new law will
impose a timeframe for settling labor dispute of not more than
two months and its judgments are final and enforceable. The
ruling can only be appealed in the same court.
The Ministry of Manpower has taken into consideration that the
new law is in line with the international labor standards and with
the Egyptian constitution, especially regarding the prohibition of
discrimination between workers. Women are granted more rights,
through an increase in maternity leaves. Maternity leaves under the
new law are three times instead of two without the condition of
spending ten months of work prior to the maternity leave.
Child labor is prohibited before the age of fifteen, and vocational
training is essential for workers to be granted licenses. The training
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MORE RIGHTS FOR WOMEN

Child labor is strictly prohibited

Workers with special needs
addressed

Vocational training is an integral
part of the new law

Vocational training for labor:
Funding through 1% of employee’s
wage

The coming chapter will discuss
further the training of labor in
public enterprises

of workers will be supervised by the Ministry of Manpower and
Immigration. The new law ensures that all segments of society
have the right to participate, with guarantees for workers of special
needs, women, and children.
Critical points in the new labor law:
The Labor Law has been causing a lot of disagreement between
the industry, trade and tourism unions on one side of the fray and
labor activists represented by the “Towards a Just Labor Law”
campaign on the other. Statements from both sides indicate their
dissatisfaction with the Ministry’s role and even go as far as
accusing the Ministry with favoring the other side. The biggest
cause for disagreement is the law’s handling of the issue of strikes.
The Federation of Egyptian Industries criticizes the law for not
regulating the act of striking well enough. In addition, “Towards a
Just Labor Law” campaign criticizes the law for not being
impartial, and in terms of penalties, they see the law as leaning
towards business owners instead of workers. The penalizing
system, in the labor activists’ point of view, is not a tough
deterrent to stop labor abuses. The law states that any abuse
towards an employee, the employer is entitled to pay a penalty of a
minimum of EGP 500 and a maximum of EGP 1000. Critics of
the law state believe the penalty is too low.

Considerations of following
authorities are key:
 Federation of Chamber of
Commerce
 Federation of Egyptian Trade
 Federation of Chambers of
Tourism
 Egyptian Federation for
Construction and Building
Contractors
 Federation of the Egyptian
Industries

New Electricity Law
A new electricity law is at its final stages. The law is set to deregulate the power and utilities sector in the
country. The government’s legislative endeavor is to activate this law before the Egypt’s Economic
Development Conference (EEDC). A vigorously controlled sector, the new electricity law shall split the
Electricity Distribution Company from the Egyptian Holding Company for Electricity. This way, the
Electricity Distribution Company will be treated as an independent body, joining the competitive front
with other private sector companies.
The new electricity law is pending the President’s signature, after its passing from the Supreme
Committee for Legislative Reform. Deregulating electricity and the separation of production and
distribution lines in government shall impose a new setting for competitors in market. The new law
proposes impartiality when choosing a distribution company for electricity. The Electricity Distribution
Company is no longer going to meet preferential treatment. The process of choosing a distributor for
electricity production, the price shall be the guiding principle. The law declares that the government shall
pick the lowest price to distribute electricity from grids. Liberating the electricity sector and to endorse
competitiveness, companies will compete on developing power stations, and the consumer will only have
to pick the best service at the lowest price. This shift in electricity policy should improve the quality and
availability of power after a troubling energy crisis in the past two years.
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Public Enterprises Restructuring

Ministry of
Investment
8 Holding
Companies

Ministry of
Supply and
internal Trade

648
Companies

125
Companies

A TOTAL OF 773
PUBLIC ENTERPRISES

15% of GDP 304,000
EMPLOYEES

Egypt’s public enterprises form a considerable segment of
the Egyptian Economy. The Ministry of Investment (MOI)
has 8 holding companies under their supervision. The
Holding Companies own 125 subordinate companies.
The Ministry of Supply and Internal Trade is
supervising subordinate 648 companies. A total of 773
public companies make up 15% of the total GDP.

Al-Mahalla: the
largest Egy. textile
company. Often
seen as the igniter of
25th of January
Revolution, through
its the frustrated
workers

In the 1990s and early 2000s, a large number of public
enterprises were subject to privatization. The waves of
privatization during that time were surrounded by
corruption allegations.
After the fall of the Mubarak regime, and during the first
two years after the revolution, several efforts have been
made to bring back privatized companies to public hands.
In March 2014, the administrative court canceled the
privatization of seven companies, alleged of mishandling of
Egypt’s public assets. Among the seven companies
privatized during the Mubarak regime are Omar Afandi, El
Nasr Boiler and Pressure Vessel Manufacturing, and Tanta
Flax and Oil. This affected investors’ confidence in the
economy negatively.

Efforts for restructuring instead of
privatizing: 60 investment banks and
financial consultants are to assist public
enterprises to create a 5 year business plan
to upscale these neglected powerhouses

In an effort to reinstate investors’ confidence, former
interim President Adly Mansour issued amendments to the
investment law that prohibited any third party from
challenging government contracts. As another step forward,
Law No. 32/2014 was issued to prohibit privatization
reviews unless crimes were committed during the process.
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This law initially limits the pressure on government
contracts.
Another step to boost the public enterprises sector, the
Ministry of Investment has launched a reform program
to upscale and restructure public companies. Local
investment banks and investment consultants have
participated in assessing the operations and financials
of the public companies. Investment banks will also
created a 5 year business plan, while working in parallel
with the board of directors of each public company.
Moreover, the Ministry of Investment has decided to
enhance the quality of workers in public enterprises by
allocating significantly more money for training.
Government spending on the training of public
enterprises’ employees skyrocketed after the
commencement of the reform program, increasing
from EGP 4 mn. in 2013 to EGP 90 mn in 2014.

Spending on Training in Public
Enterprises (EGP mn)
90

100
50
4
0
2013

2014

Spending on Training

Source: Ministry of Investment

Minister of Investment:
Government will spend EGP 90 mn
on training labor and employees in
public enterprises
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EGYPT TO UTILIZE ITS STRATEGIC
LOCATION FOR A GREATER ROLE IN
INTERNATIONAL COMMERCE

STRATEGIC LOCATION
FOREIGN TRADE AGREEMENTS
FREE ZONES
THE SUEZ CANAL PROJECT

Chapter 4: Egypt’s Potential as an International Trade Hub

Access to

Foreign Trade Agreements
Egypt is blessed with a strategic location, the center of the world as many
would like to call it. The country has access to the Mediterranean Sea, Red
Sea, and the Suez Canal facilitating the inflow of trade around the African
continent and the world.
 The Mediterranean Sea is a bridge to the Southern European
markets
 The Red Sea is a passage to the Arabian Peninsula and Asia
 The Nile River entangles cooperation with African countries

1 BILLION
Consumer

Egypt’s strategic location is not enough to have an effective trade policy. Egypt has economic and trade
partnerships with almost 1 billion consumers around the world. The country established in the last years
numerous free zones to position itself as hub for industrial activities. However, there is still a large space
for Egypt to fill. There is a need for Egypt to utilize its geographic presence. The Suez Canal is one that
would push for a greater role in international commercial activities. The utilization of the Suez Canal has
been neglected for several long and hectic years now. The new government (post 30th of June) is shifting
gears with the Suez Canal development project to upgrade its capacity, utilize its strategic location to
become a center for global trade.
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Egypt has signed a number of trade agreements, granting Egyptian commodities a preferential
access to several global markets. These agreements are as follows:

Egypt's Trade with Partners in 2013 (mn EGP)
134283
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4744 9409
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Other
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Source: Central Agency for Public Mobilization and Statistics

Trade Agreement
Greater Arab Free
Trade Agreement
(GAFTA)

Members
18 members
including Egypt,
Kuwait, Bahrain,
Tunisia, Saudi Arabia,
UAE, Qatar, Syria,
Iraq Sudan, and
Algeria

Entry into force
1998

Significance
A free trade agreement (FTA) between
Arab countries that facilitates Arab trade
through preferential treatment and full
exemptions on all products

Common Market
for Eastern and
Southern Africa
(COMESA)

20 member states

1998

EU Partnership

COMESA FTA
formed in 2000 with
14 countries
including Egypt,
Djibouti, Kenya,
Madagascar, and
Malawi
EU and Egypt

Access to 450 bn consumers, the second
largest trade agreement in terms of
consumer base after the EU Partnership
Agreement

2001

European Free
Trade Agreement
(EFTA)

Iceland, Norway,
Switzerland and
Liechtenstein

2007

Aims to establish a European FTA in 12
years (by 2016
This treaty covers European countries
that are not part of the EU Partnership

AGHADIR

Egypt, Jordan,
Morocco, and
Tunisia
Egypt and Turkey

2006

Egypt, United States
and Israel

2004

Turkey

QIZ

2007

34
© N Gage Consulting S.A.E.

A treaty to harmonize Mediterranean
trade, as a first step towards a Euro-Med
FTA
Treaty aims to establish a Free Trade
Agreement between the two countries
after a 12 year transitional period, and to
remove restrictions on all goods
including agricultural goods
Goods produced in specially designated
areas, called the qualified industrial zones,
are granted preferential access to the US
market. The products have to have a
35% local component and a 10.5% Israeli
component to benefit from the QIZ.

Great Arab Free Trade Area (GAFTA): entered into force in 1998 and includes 18 out of 22 Arab
countries (Bahrain, Egypt, Iraq, Jordan, Kuwait, Lebanon, Libya, Morocco, Oman, Palestine, Qatar,
Saudi Arabia, Sudan, Syria, Tunisia, United Arab Emirates, Algeria and Yemen). The agreement
grants full exemption on all goods (agricultural and industrial) as of 1/1/2005. However the least
developed countries (Sudan & Yemen) started the tariff reduction in 2005 and reached 80% on
2010. The local value added must be at least 40% asset by the currently applied rules of origin.
Common Market for Eastern and Southern
Africa (COMESA): Egypt became a member
of COMESA in 1998, four years after its
formation. COMESA entered into force in 1998
and currently includes 20 countries. Members of
COMESA include Burundi, Djibouti, Egypt,
Kenya, Madagascar, Malawi, Mauritius, Rwanda,
Sudan, Zambia, Zimbabwe, Comoros, Seychelles
and Libya.
The COMESA signifies a more balanced trade,
production and marketing structure for
members. It also aims to promote joint
development with African partners. COMESA is
keen to deliver sustainable investments with its
member-states.

Egypt's Trade With COMESA in 2012
and 2013
Source: Central Agency(mn
for Public
EGP)Mobilization Statistics
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European partnership Agreement: The agreement
10000
5815
4994
has come into force in 2004, aiming to establish a
5000
Free Trade Area (FTA) over a 12-year transitional
0
period by 2016. In other words, it is a stepping stone
2012
2013
towards establishing a Euro-Mediterranean FTA.
Egyptian exports of manufactured goods to the EU
Total Imports
Total Exports
were instantly exempt from tariffs. Agricultural and
food processed goods are treated according to the
rules stipulated in the agreement which defines certain quotas for specific goods with tariff privileges and
certain market windows for Egyptian exports. Local component requirements were set at 60% to be able
to benefit from the agreement.
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Agreement on the Establishment of a Free Trade Area between the Arab Mediterranean
Countries (AGADIR): The AGADIR Agreement was signed by Egypt, Jordan, Morocco and Tunisia on
the 25th of February 2004 and came into effect in 2007. It entails the exemption of all the custom duties
and taxes with similar effect on all the products. The AGADIR Agreement implements the Euro – Med
Rules of Origin.
European Free trade Association (EFTA): Egypt signed a free trade agreement with EFTA countries
(Iceland, Norway, Switzerland and Liechtenstein) in 2007 in Davos and entered into force in August
2007. Egyptian exports to EFTA enjoy the removal of all customs duties and other charges having
equivalent effect.
Turkey: Egypt–Turkey Free Trade Agreement was signed in 2005. The ratified FTA came into effect in
2007 in a context governed by the Euro-Med process. Egypt’s industrial exports to Turkey shall be
exempted from custom duties and other duties with similar effect. Tariffs on Turkey’s industrial exports
to Egypt shall be abolished gradually over the transitional period until 2020. Regarding the agricultural
products, Turkey and Egypt granted each other unlimited tariff reduction or elimination in the form of
tariff quotas for some agricultural products originating in the other Party. The agreement uses the EU’s
rules of origin.
Qualified Industrial Zones (QIZ): Egypt signed the QIZ with the US in 2004, coming into effect in
2005. Under the QIZ, commodities produced in designated industrial parks in Egypt that meet certain
specifications can benefit from the Israel-US FTA and directly access US markets without tariff or quota
restrictions, subject to certain conditions. There are over 15 QIZs in Egypt now, with about 700
companies employing some 100,000 workers. The added value incurred in a QIZ must be at least 35% of
the appraised value of the product when exported to the US. Of the 35%, 15% must be either US
materials or materials from Israel, the West
Bank, the Gaza Strip, Jordan or Egypt. The
remaining 20% must come from Israel, Jordan or
COMESA
Egypt. The Israeli component must be at least
10.5% of the product value.
Tripartite Free Trade Area (TFTA):
The three African trading blocs, COMEA,
South African Development Community
(SADC) and the East African Community
(EAC) have been in talks for several years now
to join forces in what is called the Tripartite
Agreement or Tripartite Free Trade Area
(TFTA). The integration of all three treaties
into a larger trade agreement is set to boost
internal trade in Africa. The Tripartite
Agreement will grant access to a market of 625
mn consumers, covering half of the African
population. Egypt’s overall policy is moving
towards greater ties with African countries.

SADC

EAC

TRIPARTITE
AGREEMENT
(TFTA)

Egypt forms 17.8 of TFTA total GDP and is
the second largest economy in TFTA after
South Africa

36
© N Gage Consulting S.A.E.

It is now very important for the Egyptian government to head towards deeper economic integration
with Africa. Egypt was set to host the Tripartite Agreement Conference last December, but it was
postponed to this coming May.

Free Zones to boost International Trade
Public Free Zones
Free Zones are areas in Egypt that are exempt from customs and taxes. They aim to increase Egyptian
exports, while applying normal custom rates on products that enter the Egyptian market. There are public
and private free zones. Egypt has nine public free zones, they are as follows:
Public Free Zones
Activities
Alexandria Public Free Zone
Pharmaceuticals, plastic, furniture, automotives,
ship construction
Nasr City Public Free Zone
Electronics, readymade garments (RMCs), leather,
automotives, and packing
Port Said Public Free Zone
Readymade garments, leather, air conditioning, ship
maintenance, and petroleum services
Suez Public Free Zone
Fabrics and RMCs, metals, marine industry
services, oil and gas services
Ismailia Public Free Zone
RMCs, leather, plastic, manufacturing materials,
electric supplies and metal products
Damietta Public Free Zone
Furniture, packaging, seeds treatment and marine
services
Shibin El-Kom Public Free Zone
Spinning and textile, complementary industries and
metal medical slides and rivets
Qeft Public Free Zone
All investment activities are allowed
Media Public Free Zone

Satellite relevant systems, distribution of specialized
TV channels, radio and TV transmission via digital
or alternative systems, advertising and printing.

Private free zones
Private free zones are projects established outside the area of a public free zone but granted the same
privileges. This is done in case there is not enough space in the public free zone or if the project’s
location is major factor. As an example, if the location of industrial activity is to be close to sources of
raw materials’, seaports or roads for considerations related to transportation of raw materials or products.
In this case, the project is called “a private free zone” that should be confined to a single project. The
investor selects the project site which should be either owned or rented by him.
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The Suez Canal Mega-Project
It is considered to be the flagship project of the current
government. It entails two phases, the first of which is the
digging of a parallel canal from the 60th km to the 90th km and
increasing the depth of the existing one to increase the canal’s
capacity and drastically reduce the ships’ waiting time. After
the completion of the first phase, the Canal’s capacity will
increase from 49 ships/day to 97 ships/day and the revenues
from around $5.5 bn. to $13 by 2023. Funds for this phase
were collected through investment certificates and domestic
debt. Investment certificates were issued to Egyptians only, in
local currency for citizens working inside the country and in
dollars for those working abroad. The government collected
EGP 61 bn. in a matter of days through the investment
certificates.

The Suez Canal is the
embodiment of Egypt’s
strategic location, to make
better use of Egypt’s trade
agreements, enhance logistical
operations, and a more
pervasive role in international
commerce.

The following table represents the expected revenues from the Suez Canal for the coming 10 years and
the stages of the implementation of the project:

Suez Canal’s Expected Revenues during coming 10 years
Total
Revenues
($ mn.)
5,111
5,572
6,018
6.787
7,462
8,206
9,025
9,928
10,923
12,019
13,226

Additional
Revenues
($ mn.)

Revenues of Payload
the Canal ($ (thousand
mn.)
tons)

Number of
Year
ships

158
159
161
163
165
169
172
175

5,111
5,572
6,018
6,629
7,303
8,045
8,862
9,762
10,754
11,847
13,050

45
49
52
57
61
66
71
77
83
90
97

915467
988704
1067801
1153225
1245483
1345121
1452731
1568950
1694466
1830023
1976425

2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023

Source: Suez Canal Authority

The other phase entails the development of the lands and facilities adjacent to and in the proximity of the
canal, mainly in the Suez, Ismailia and Port Said. A consortium, led by the Bahraini-based Dar El
Handasa and includes Sari El Din & Partners Legal Advisors, CID Consulting, Currie & Brown, IPA
Investment Strategy and Ernst & Young, won the tender to develop the master plan for this phase.
According to Dar El Handasa’s Managing Director, Yehia Zaki, projects in transportation, logistics, ICT,
energy, heavy industries and tourism are planned in the three main cities, as follows:
 Port Said: Capitalizing on its location facing the Mediterranean, a logistical center will be established
there, while the Port will be upgraded. An industrial zone that focuses on light-intermediate industries
will also be established and connected to the Port and logistical center for exportation. Industries will
include agribusiness, textiles, automotive assembly and parts, pharmaceuticals and other exportoriented industries.
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 Ismailia: will mainly have light industries as well, such as agribusiness and textiles. In addition,
renewable energy plants will be developed. The city is planned to be a hub for the ICT industry where
the Egyptian Tech Valley will be established.
 Suez and Ain Sokhna: Planned to be a major industrial hub servicing both the domestic and
international markets, capitalizing on its links to the rest of Egypt and the availability of a top-notch
port. Moreover, an industrial zone and logistical center will be established in the vicinity of the port.
Industries will be a mix of light-intermediate and heavy industries, including, petrochemicals, building
materials, automotive assembly and manufacturing of energy components.
The following map illustrates the plan for
development of the area:
Zone A: Agriculture;
Zone B: Logistics, industry, maritime, renewable energy
and agriculture;
Zone C: Mining and extractive industries, tourism,
renewable energy and agriculture;
Zone D: Mining, tourism and renewable energy;
Zone E: Tourism and renewable energy.
42 projects were planned, with six projects having
top priority, these are:
 Upgrading the Cairo-Suez and Ismailia-Port Said
to free roads;
 Establishing Ismailia tunnel to link the eastern
and western banks of the Suez Canal;
 Establishing a tunnel in the South of Port Said to link the eastern and western banks of the Suez
Canal;
 Develop Nuweiba Port to form a free-zone there;
 Upgrading Sharm El Sheikh Airport;
 Establishing a water by-pass on Ismailia canal up to the site of the water desalination station at the
east of the Canal.
 Other projects include:
 Upgrading 6 ports (Eastern Port Said, Western Port Said, Al Arish, Adabeya, Tur and Ain El
Sokhna);
 Establishment of an international shopping zone;
 Establishment of a commodities exchange and logistical support facilities;
 Establishment of a mining industry and a number of industrial zones,
 Establishment of schools and universities, power plants, desalination plant and free zones along
the three governorates of Suez, Ismailia and Port Said;
 Establishment of a Tech Valley;
 Establishment of a number of hotels and resorts.
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DOING BUSINESS IN EGYPT:
A GUIDE TO THE EGYPTIAN
INVESTMENT LANDSCAPE

PROCEDURES
AUTHROITIES
RECOMENDATIONS

Chapter 5: Doing Business
Procedures to Establish an Industrial Project:
The investor submits all required documents to the Incorporation Department, for the completion and
revision of the contract with an attorney from GAFI, after the fulfillment of the following applications:
 Registration application at the commercial registry.
 Application for the issuance of shares (in the case of joint stock and partnerships)
 Application for publishing in the investment magazine.
The file should be handed to the incorporation department for:
 Calculating the fees for relevant entities (according to its legal status and law)
 After the payment of the fees, according to the central payment system of the Bank of Alexandria at
GAFI, and handing of the receipts to the
 The investor or his attorney should sign the
incorporation department, the respective
contract before the notarization office
employee finalizes the procedures on behalf

Issuance of the decree for the establishment of
of the investor with the following entities:
 Lawyers Syndicate
the company
 Capital Market Authority
 Commercial Registration
 Union Chamber of Commerce
 Notarization Office
 Commercial Register
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A detailed illustration of procedures to establish an industrial project:

First Step

Present technical and economic studies of the project to get preliminary approval for the project’s
land allocation
Required Documents






Copy of the commercial register – national ID card
Partners’ Authorization – copies of national ID cards
Register of joint-stock and limited liability companies
Certificate of non-confusing by the General Authority for
Investment (joint-stock and limited liability companies under
construction)

In Return

 added to the
commercial
industrial
activity log
 Industrial land
allocation

After receiving the land present the technical
study to obtain the final approval for establishing
the project

Second Step

Required Documents
 Land allocation letter – record of
the receipt of land – commercial
register
 Deal appeal in the case of the
passage of 3 years on the receipt of
the land without obtaining an
operating license - environmental
approval in case of change of
activity
 Company contract – or investment
paper

In Return
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 License for construction and the
establishment of the factory
 Tariff reductions on the import of
machinery and equipment
 Approval of gas consumption
 Electrical power determination
 Adoption of the raw bills
 Facilitate borrowing from banks

At this Step, the factory is running under trial.

Third Step

After the trial run of the plant, a technical presentation must be presented to obtain the
industrial register
Required Documents

 Fill in the model for the service
 Commercial register
 Certificate of the modern
industries union
 S2 insurance form or insurance
certificate
 Power of attorney or bank
authorization

In Return
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 Subscribe in government tenders
 Tariff reductions on the import of
raw materials
 Export support subsidy
 Ease of Appropriation
 Reduction of customs duties on
the export of products
 Reduction of tariffs on the import
of spare parts
 Reduce the general tax rate

Annex
New Law for Mining and Resources No. 198/2014
The new law for mineral resources is a step to amend laws that haven’t been touched since in the 1950’s.
The new mining law No. 198 of 2014 was publicized by a Presidential Decree on the 9th of December
replacing the precedent law No. 86/1956. The law is applied on mining, quarries, salt beds, and ores. The
new mining law does not cover petroleum and natural gas materials, for both materials are regulated by
law No. 66/1953.
The scope of the new mining law is applied to previous agreements made before the effectiveness of the
new law, however if the new law conflicts with a previously made agreement, the agreements prevail.
Existing licenses for exploration and exploitation granted before this law are valid and shall remain in
force. The new law proposes a critical regulatory policy concerning rent value, royalty rates, and license
fees. Agreements made binding to the old law will have to comply with the new mining law when
renewing the agreement. The government will invite licensees and negotiate new values of rent and
royalties. The law claims that the regulatory authority for mining and exploration is the Egyptian Minerals
Resource Authority (EMRA), and is the sole competent body for the subject matter.
The competent Minister will grant two types of licensing, one for exploration and another for production
only to be approved by EMRA. On a different note, licenses for quarries and salt beds by officials from
the governorate. However, all licenses will have to be approved by EMRA. The new law impose
exploration license for a maximum of two years, and can be renewed only once for the same period.
Production license is granted for 15 years, instead of 30 years imposed by the old mining law No.
86/1956. Under the old mining law, license was granted under a first-come first-served approach. On the
other hand, the new mining law of 2014 grants licenses through competitive bids. This way, the new law
will regulate the mining industry making sure that exploration and production companies are of high
standards.
The new mining law will allow space for the authorities to renegotiate rent value every four years if the
rent value is increasing given certain externalities. This case only applies after the Prime Minister’s
approval. The new law disclaims the old fixed royalty approach, and turns into an updated approach, that
is a percentage calculated on the basis of annual production. This will increase the government’s royalties
for mining operations. In addition to that, there is a minimum royalty of 5% of the production proceeds
given to EMRA, and 1& to the governorate on which the mining companies are operating within. The
1% royalty shall be directed towards social development investments inside the governorate. A transfer of
a license from a licensee to another entity is prohibited only when approved by the competent authority.
However, in case a licensee transfers its license to a third party, the licensee will have to pay double the
rent paid as a penalty for the lack of compliance. The Minister has the capacity to revoke a license even
after EMRA’s approval, if the licensed entity is not compliant under the new law. The new law shall
impose a maximum period of one month for licensees to commence their operations after granted land.
The law allows a maximum of three months for companies to suspend their operations for externalities,
however If exploration or production companies suspends their operations for more than six months,
they can fall under the lack of seriousness and a legal action shall proceed. The terms and regulations of
the new mining law show the government’s willingness to grand licenses to companies who are willing to
operate for growth under a compliant framework. The laws of the mining resources hasn’t been
renovated for decades, and the actions taken by the government in December shows the government’s
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modernized intentions to open up different opportunities for extracting the country’s treasures hidden
under its soil.

The investment Law Debate
There are objections regarding the creation of a new General Authority for Investment Promotion, as the
new law entails that is only concerned with the promotion of new investments. The idea of having a new
body to promote for investments that is proposed in the new draft of the law leads to confusion
especially because there already an existent body in the Investment Authority.
One of the main critiques in the Unified Investment Law is that it seeks to use old methods that are no
longer suitable and cannot possibly be applied, like the old tax exemption system. Critics believe the new
draft contradicts with the constitution. The basis of this argument is that giving the Council of Ministers
the power to grant tax exemptions for projects of special economic value (without clearly defining what
the projects that have a special economic value) are unconstitutional.
Critics of the law believe that the constitutional principle implies that imposing general taxes or the
exemption shall be based on a law and not on an administrative decision issued by the Council of
Ministers. Another alleged violation of the new draft of the law is that it grants the administrative board
of Investment Authority an unprecedented grip to reduce the tax exemption that is granted to the
companies, even if it’s in contradiction to the law and regulations.
Another major critique is concerning the expansion of the scope of the one-stop shop at the Investment
Authority to become responsible for the establishment of companies and to extend the issuances of
licenses of activities.
The draft of the new law introduces a system of legal representation where an employee of the
Investment Authority represents the investor, and is responsible to finish all required documents and
licenses on behalf of the investor. This means that the mandate of the Investment Authority is enlarged,
too large perhaps the Investment Authority’s capability and capacity. Some critics believe that the over
exaggerated mandate is far from being applicable in the way investors expect, and could actually repress
investments if applied. (Click: Back to Investment Law)
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The Golden Triangle Project
A number of mega-projects have been announced to exploit Egypt’s natural resources, the most
significant of which is the Golden Triangle Project. The
Golden Triangle entails linking the Red Sea port cities of
Total area: 840 km²
Safaga and al-Qusayr along with the Upper Egyptian
Governorate of Qena and establishing a new economic zone
to capitalize on several advantages in this area, as follows:
 The location of the area. That is, the area has an 80 kmbeach, is on the world trade rout e and is linked to the Nile
which qualifies it to be transformed to a key logistical and
trade hub;
 Mineral wealth in the triangle and the areas adjacent to it. The area is blessed with considerable amounts
of phosphate rocks, high quality-limestone, gold, glass sands, shale rocks, and other heavy metals.
 Availability of labor and housing capacity in the nearby Upper Egypt cities, though to be up scaled by
subcommittees in the project.
 Touristic destinations in the triangle (therapeutic and beach tourism in Safaga and Qusear) or in the
areas nearby (Marsa Alam, Gouna and Hurghada);
 Primary infrastructure is required to develop an economic zone with the size of the Golden Triangle
Project. There are roads (Safaga-Qena, Qusayr-Koft, Marsa Alam-Edfo and the Red Sea Road), railroad
(Qena-Safaga), three ports (Qusayr, Safaga and Al Hamrawen) and three airports (Luxor, Hurghada and
Marsa Alam).
A ministerial committee has been formed to study the economic activities that may be established in the
area. Four technical sub-committees for mining, urban planning, transportation and tourism were then
formed to conduct the feasibility studies of the project.
The mining sub-committee found that the area possesses:
 1.1 bn. tons of phosphate rocks that allows the establishment of:
o Eight factories with a total cost of EGP 1.5 bn. and expected annual revenues of EGP 2
bn. for mining and treatment;
o Four factories with a total cost of EGP 7.2 bn. and expected annual revenues of EGP 4
bn. for producing phosphoric acid;
o Four factories with a total cost of EGP 3.6 bn. and expected annual revenues of EGP
5.4 bn. for producing Phosphatic fertilizers.
 230 bn. tons of limestone that allows the establishment of:
o 10 factories with a total cost of EGP 500 mn. and expected annual revenues of EGP 1
bn. for mining and treatment;
o Four factories with a total cost of EGP 4.2 bn. and expected annual revenues of EGP
2.6 bn. for cement production.
o
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 1.5 bn. tons of glass sands that allows for the establishment of:
o Four factories with a total cost of EGP 500 mn. and expected annual revenues of EGP
400 mn. for mining and treatment;
o Four factories with a total cost EGP 2.4 bn. and expected annual revenues of EGP 1.4
bn. for producing glass and crystal;
o Two factories with a total cost of EGP 1.2 bn. and expected annual revenues of EGP
1.9 bn. for producing Silicon chips.
 2000 tons of gold that allows the establishment of:
o Three factories with a total cost of EGP 10 bn. and expected annual revenues of EGP
2.1 bn. for mining and treatment;
o One factory with a total cost of EGP 4.2 bn. and expected annual revenues of EGP 3.7
bn. for refining and filtering.
The Urban Planning Committee concluded that:

Economic Sector

Targeted within 20 years
Employment
(thousands)

Tourism (development of two tourism
areas in Safaga and Qusayr)
Mining and Extractive Industries
Industrial Activities
Regional Services
Financial and Logistical Services Center
in Safaga
Ports
Construction
Total jobs in primary sectors
Employment Multiplier
Indirect Jobs
Total Jobs Created
Labor Residing in the Triangle
Total Size of Inhabitants in the Triangle

opportunities
50
25
125
40
20

20
20
300
0.6:1
180
480
240-288 (50%-60%)
1.1 million
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The Committee also proposed to develop the following areas for housing:
 New Qena City;
 Extension of Qusayr (part of the re-planning of the City);
 Extension of Safaga (part of the re-planning of the City);
 New urban communities as per the detailed studies later.

Housing
Housing Groups
Luxury
Average
Social
Total

Percentage

Number of Units
(Thousand)

19
50
31
100

60
158
98
315

The Transportation Committee concluded that the network of roads and airports in its current state, and
after the planned gradual expansions, can accommodate for the transportation and distribution of the
goods manufactured in the zone, either in the domestic market or for exportation. Expansion and
rehabilitation are required for:
 150 km of the Qena-Safaga Railroad to operate 6 trains per day with 35 carts each with a total capacity
of 7000 tons/day;
 Expansion of the Safaga Port to bring its total capacity to 40 mn. tons;
 Expansion of Abu Tartoor Port (Part of the Safaga Port);
 Expansion of Al Hamrawen Port.
The Tourism Committee scanned the cities of Hurghada, Safaga, Qusayr and Marsa Alam and found the
presence of:
 55 five stars-hotels;
 74 four stars-hotels;
 46 three stars-hotels;
 22 two stars-hotels;
 8 one star-hotels.
This brings the total capacity to almost 71,000 rooms and 135,500 beds.
Based on the findings of the technical committees, the Ministerial Committee proposed to elaborate a
master-plan that has mining, industrial, housing, agriculture, infrastructure development and tourismrelated activities. The government has invited 21 consulting firm to bid for developing the master-plan,
seven expressed interest and three have actually presented offers. The government is expected to choose
the winner in the coming period. (Back to New Mining Law)
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For more information, you may contact us via:
Email: info@ngage-consulting.com,
Website: www.ngage-consulting.com
Telephone: +202-24618583
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