Development Economic Policy Reform Analysis Project

Final Report

EGYPT: OPTIONSFOR INCREASING MARKET
COMPETITION IN MARITIME PORT SERVICES

Prepared For
The Government of Egypt

Submitted To

USAID

Economic Analysis/Policy Office
Cairo, Egypt

Submitted By
Nathan Associates I nc.

Under
Contract # 263-0233-C-00-6001-00

June 1996



CONTENTS

10 INTRODUCTION
2.0 EXECUTIVE SUMMARY
3.0 WORLD TREND PRIVATIZING PORT SERVICES
3.1 Panama
3.2 Mexico
3.3 Argentina
3.4 Chileand Other Latin American Countries
3.5 United Kingdom and Other European Countries
23
3.6 India, Pakistan, Malaysia, and other Countries
3.7 African Countries
4.0 BENEFITS/COSTS OF PORT SERVICE REFORM
4.2 Foreign Trade Expansion
4.2 Estimated Benefits and Costs to the Economy

421 Trade Effects

4.2.2 Port Capacity

423 Employment Effects
424 Revenue Effects

5.0 INSTITUTIONS AND LAWS GOVERNING PORT OPERATIONS
6.0 EGYPT’'S PORT OPERATIONS
6.1 Introduction
6.2 Current Operating Conditions
7.0 BURDEN OF EGYPT'S PORT SERVICES FOR EXPORTERS AND IMPORTERS
7.1 Introduction
7.2 General Cargo and Containerized Cargo
7.3 Bulk Cargo
7.4 General Port Services
7.5 Superstructure and Equipment
7.6 Servicesto Ships
7.7 Servicesto Cargo
8.0 ALTERNATIVE PROPOSALS FOR PORT REFORM
8.1 Variables for Alternative Port Scenarios

page

16
16
18
20
21

24
25
27
27
29
30
32

35
37
41
41
42
46
46
46
48
49
50
50
51
52
52



8.1.1 Port Administration
8.1.2 Operation of Terminals and Other Port Infrastructure
8.1.3 Operation of Port Services
8.1.4 Documentation and Procedures
8.1.5 Single Commodity Terminals
8.1.6 Transshipment Terminals
8.1.7 Legal and Regulatory Reform
8.2 Alternative Feasible Port Reforms
8.2.1 Alternative A — Private Share Participation
8. 2.2 Alternative B -- Private Port Services
8.2.3 Alternative C -- One Private Port Operation
8.2.4 Alternative D -- Severa Private Operators of Port Services
8.2.5 Alternative E — Phased, Comprehensive Privatization
8.2.6 Overlapping Reforms
Implementation of Recommended Action Plan - Time Chart
9.0 A PREFERRED ACTION PLAN
Government Commitment to Port Reforms
Port Improvements and Clean-Up Operations
Training Programs and Visits to Other Ports
Port Promotion
Legal and Regulatory Reform
Privatization of Container Handling and Stevedoring Companies
Demonopolization of Port Services
Contracting Private Port Operators
Private Management Contract
Private Investmentsin Terminals

Transshipment Operations

APPENDIX A
Table 5.1 Organization - Egyptian Port Authority

5.2 Presidential Decree Law 12 - 1964

5.3 Organizational Structure of the Port Sector

5.4 Laws Governing Individual Ports

5.5 Laws and Regulations Affecting Ports and Port Services
Table6.1- 6.4 Egypt Port Services

6.5 Disbursement Account for a Container Ship

53

55
56
56
56
57
58
60
63
65
66
67
68
69
70
71
72
73
74
74
75
76
76
77
77
78



6.6 Vessel Entry Flow Chart - Alexandria
6.7 Bulk Carrier Discharge Time Sheet
6.8 Port Infrastructure Matrix
6.9 Port Equipment Matrix
6.10 Quick Hitsfor Early Improvement in Port Operations
Table 7.1 Egyptian Ports - Handling Charges and Freight Rates

APPENDIX B - DEPRA Port Study - Terms of Reference
APPENDIX C - Background of the Authors of Report
APPENDIX D - List of Contacts

APPENDIX E - Bibliography



1.0INTRODUCTION

This study was commissioned as a service of the USAID/Egypt-financed
Development Economics Policy Reform Analysis (DEPRA) Project. The DEPRA Project
provides technical assistance and services to the Government of the Arab Republic of
Egypt’'s Ministry of Economy and International Cooperation (MOEIC) to enhance the
capability of the MOEIC to advocate more effectively for macro-economic reforms
through the provision of more credible, cogent decision support economic and statistical
analyses and recommendations. The DEPRA Project provides assistance to the MOEIC in
three modes: specialized expertise for economic studies and analyses; training in statistical
and economic anaysis, and provison of physica infrastructure to support statistical
gathering and analytical functions.

This reports on a study carried out by six consultants, Siegfried Marks (Team
Leader), Bengt Bostrom, Daniel Reiss, Farouk El-Saigh, Mahmoud Hosny, and Mustafa
Abu-Safi, provided by Nathan Associates Inc. at the request of the Economic Analysis and
Policy Office of USAID in Cairo as part of the USAID Development Economic Policy
Reform (DEPRA) Project. Mr. Maurice Thorne acted as project coordinator. The purpose
of the DEPRA Project is “to support the Government of Egypt's economic reform
program by helping to improve the ability to collect and analyze information and to
develop recommendations for policy reforms and other measures that will aleviate
regulatory and other constraints on trade, investment, private sector development, and
economic growth.”

The objective of this Study is to recommend an action plan that will “assist the
Government of Egypt in determining the actions necessary to ensure greater competition
in maritime transportation services for the purpose of increasing Egyptian exports.”

In executing this Study, the consultants collected and reviewed extensive
information about diverse approaches taken to privatizing port services in different
countries in Latin America, Europe, Asia, and Africa. The experience in other countries
was used to demonstrate a worldwide trend toward privatizing the operations of port
services and to analyze alternative ways for Egypt to introduce private participation and
competition in port services.

Vigits to the ports of Alexandria, Dekheila, Damietta, Port Said, Suez, and
Adabyia were undertaken to inspect the port installations, to obtain relevant data and
information, and to discuss the port operations and port costs with officials at the Ministry
of Transport, the Port Authorities, and with executives from public and private companies



which provide and use port services. Analyses of port service charges and other port costs
aswell as port service conditions and port traffic trends are presented in this Report.

The consulting team reviewed the Government’s Economic Development Plan,
export policies and prospects, historical economic growth performance, laws and
regulations that govern the ingtitutional structure and operation of port services, the
setting of port charges, revenue generation from port operations, ownership rights,
investments and other aspects relevant for this study of port services. Expert opinion was
obtained to determine how state monopolies of port services can be modified and other
obstacles removed to permit private sector participation and competition along alternative
paths outlined in this Report.

Data and other information about the level and composition of port costs was used
to show comparisons with portsin other countries and to estimate the burden of port costs
for exporters and importers. Conclusions from these calculations were used to assess the
impact on the Egyptian economy, and specifically on exports, imports, Government
revenue, and employment. The availability and accessibility of relevant data proved to be
too limited to develop a reliable cost-benefit analysis of the likely impact of adopting the
recommended action plan on the Egyptian economy.

Feasible aternative ways to reform Egypt’'s port services and a preferred action
plan have been outlined in this Report. These proposals were derived from the experience
with such reforms in other countries and from the data and other information the team was
able to collect in Egypt during meetings with representatives from the public and the
private sector and from avallable published information. The country’s unique
geographical advantage provided by the Suez Cana and the legal and regulatory changes
that would accompany these reforms were taken into consideration in formulating
aternative scenarios as well as the preferred action plan. Close attention was paid to the
announced economic priorities of the Government of Egypt relating to economic growth
targets, privatization, stimulation of exports and investments, and maintenance of
employment and government revenue.

The recommended action plan is designed to help Egypt achieve its economic
development targets, competitive, lower port costs, more efficient port services, and
substantial new private investments in modernizing and expanding port facilities in order
to position Egypt for dynamic export growth and as aworld class transshipment center.



20EXECUTIVE SUMMARY

Last year, Egypt’s seaports at the Mediterranean and Red Sea handled 36 million
tons of dry cargo (including containerized transshipment, but excluding about 9 million
tons of petroleum). Trade volume (except for transshipment) moving through the ports
increased only modestly in 1982 through 1994, enabling the state monopolies in the ports
to handle the cargo with the existing organization and investments in capacity expansion.
This dituation is expected to change radically in the future. According to the
Government’s Economic Development Plan, the rate of GDP growth is to be accelerated
significantly from 3% recently to 6.5% by year 2000 and eventually to an annua rate of
8%. This will require substantially faster growing and larger volumes of exports and
imports moving through the ports. The annual trade volume will be at least one third, that
is about 11 to 13 million tons, larger in year 2000 than in 1995, if the Government’s
economic growth target is reached.

To ensure that the ports will not become a major obstacle to the attainment of the
Government’s economic development targets, it is necessary to undertake reforms at the
ports, aimed at making them more efficient, more competitive, with lower costs for
exporters and importers, and receptive to private national and foreign investment. To
attain faster economic growth, the Government has shifted the emphasis of its trade policy
from import substitution to export promotion and the orientation of its economic policy
from expanding state controls and state ownership to encouraging private investment and
privatization. It is assumed in this Study that these policies will also be applied to the port
sector by encouraging private participation in port services to stimulate competition in
order to lower the port costs and improve the quality of port services for the benefit of
Egypt’s exporters, importers, producers, and consumers. The ports will become a major
bottleneck for realizing the Government’s economic development and export goals, if the
port reforms outlined in this Report are not carried during the next 4-5 years.

There is a worldwide trend underway toward increasing privatization of port
services in order to compete for shipping business and to lower the costs of exporting and
importing. Currently, 36 countries are moving forward with new measures aimed at
privatizing their port services. Countries have taken diverse approaches to reach different
objectives. Panama wants to maximize the benefits of its Panama Canal by attracting
foreign investments and international shipping lines to build and operate a mgor
international transshipping center in Panama. Under 20-year concessions, foreign investors
are expanding or building severa new container terminals and attracting a number of
international shipping lines to use the terminals on a regular basis. Bechtel, a mgor US
engineering firm has responded to a Government bid offer and submitted a detailed
proposal for organizing a consortium of foreign and national investors and shipping lines
to invest $620 million to modernize the major two ports, Balboa and Cristobal, at each
end of the Canal. In this proposal, very large ships that cannot pass through the Canal will



be able to efficiently unload their containers onto a connecting railroad for rapid re-loading
at the other end of the Canal to another very large vessel or for transshipment on smaller
vessdals. In thisway, the savings and benefits of the Canal will be realized without actually
passing through it.

Mexico has decentralized all port functions, with the objective of stimulating
competition, privatization, modernization, and transferring responsibilities for ports to the
local communities and provincial Governments. A separate Port Authority was created for
each port and transformed into a joint stock company, with its shares gradualy to be sold
to private shareholders. All operations at the ports are offered by public bid to private
companies on a concession basis. Important criteria for winning a concession are
investment plans to modernize/expand a terminal, the amount of annual rent payments to
the Government for using its infrastructure, and an up-front lump sum offered to win the
bid and to purchase the Government’ s port equipment.

Argentina's Law of Ports permits any private national or foreign investor to build
and to operate a terminal or other port instalations without restrictions, except those
relating to safety, the environment, and tax matters. To encourage competition, each
publicly owned terminal has been leased to different private concession holders. The
United Kingdom has transferred the assets and liabilities of each public sector port to a
new joint stock company administered by the local community in order then to be sold
entirely by public tender or through negotiated arrangements to the private sector.
Preference has been given to bids from port managers and employees or from groups that
would operate the port in the best interests of the local community or preserve the port’s
viable, competitive operations.

Russia has adopted a somewhat different approach. A joint stock company for
each port was created and then privatized, with 51% of the shares sold on preferential
terms to port worker associations, 29% to private investors, and 20% retained temporarily
by the Government. These joint stock companies in turn lease their installations to private
companies that operate the terminals, container handling, stevedoring, and other port
services. The Sea Port Authority monitors that the fees charged by the joint stock
companies for leases and services remain competitive. Poland, South Africa, India,
Pakistan, Venezuela, and many other countries also are in various stages of privatizing
their port services, while most of Western Europe has done so some decades ago.

In Egypt,

- All port services are essentially reserved for state entities and state-owned
operating companies.

- The Port Authority in each port is responsible to the Ministry of Transport and
Communications for carrying out administration and overal supervison of port
operations.



- The Port Authorities administer the Government-owned infrastructure and
provide some port services, such as pilotage, safety, and tugboat services.

- State-owned companies operate the terminals and warehouses and provide
stevedoring and shipping agency services.

- Interlocking directorships and share ownership between the state operating
companies and the Port Authorities inhibit competition and reduce incentives to maintain
and improve port facilities.

- All tariffs, fees, and commissions charged by these state entities are either set by
the responsible Ministries or approved by them.

- A series of laws and regulations gives the Minister of Transport the power to
maintain state monopolies and state controls over port charges.

- The law adlows the Minister of Transport to make exceptions by granting private
firms permission to provide port services. Only two private companies were able to meet
highly restrictive conditions for private stevedoring of ships at berth.

- Private ship’s agents are hired to expedite cargo and vessel documentation and
other procedures. They are allowed to operate unofficially because the state-owned
shipping agencies do not perform all of the functions of ship’s representative or they do
not perform them satisfactorily for the line owners and shippers. Fees have to be paid to
both the private and the public shipping agencies, even when only the private firms
perform the service.

The prevailing state port monopolies and interlocking directorships and
shareholdings as well as excessive red tape, high port costs, inefficiencies, poor operating
practices, and deterioration of port installations and equipment have been outlined in this
Report and in Appendix A. A multitude of problems has grown at the ports to the point
where the ports could well become a maor impediment preventing realization of the
Government’ s medium term economic development goals.

Attainment of the Government’ s target of annual real GDP growth accelerating to
6.5% per year will require 30-40 % larger trade (export and import) volume by year 2000.
The ports are now operating at varying levels of capacity, with average berth utilization at
around 70%. Very costly delays would occur for vessels, once berth utilization in a port
exceeds 80%. For efficient container loading and unloading, berth utilization should not
exceed 40%. Shipping companies will avoid ports where such berth utilization is reached
in order not to pay excessive demurrage costs. Currently, theoretical port capacity, that
is, 100% berth utilization, is about 51 million tons, but actua capacity, 75% berth
utilization, is 37 million tons. Non-ail trade volume, including transshipment, moving
through the ports has now reached 36 million tons.

The ports will need to expand their actual throughput capacity by an estimated
additional volume of 11 to 13 million tons during the next 4 - 5 years to avoid becoming a
bottleneck for the larger trade volume associated with the Government’ s economic growth



targets. This additional volume is equivalent to the current throughput volume at the two
ports of Damietta and Dekhella. If the efficiency measures recommended in this Report
were to be implemented, the ports could handle an estimated additional 5 million tons per
year. Beyond the efficiency improvements, sizable investments of the order of $700
million will still be needed to fill the additional gap in capacity to move the larger trade
volume, if the Government’ s economic plan isto be realized.

The ports do not generate sufficient revenue for financing the required capacity
expansions. In fiscal 1994/95, the Government obtained $50 million in net tax revenue
from the state-owned operating companies and only $11 million from the four Port
Authorities. Furthermore, the relatively new ports of Dekheila and Damietta plan to
request that the Government budget take over their heavy externa debt payment resulting
from the construction of the terminals there. In fisca 1994/95, the state operating
companies in the ports generated $75 million in after-tax profits and $60 million in tax
exempt income mostly from dividends received and funds set aside to offset depreciation.
These funds, however, need to be spent on maintenance and replacement of equipment
and installations, which have been | eft to deteriorate.

This Report documents that Egyptian exporters and importers currently suffer
from higher port costs which are also reflected in freight charges higher than those paid by
their competitors. Egyptian port costs for containerized cargo represent 9-14% of the CIF
price for cotton, depending on the level of unit prices, distance and overall transport costs.
Freight plus port costs are as much as 40% of the CIF price for some perishable goods
requiring refrigerated containers. Container freight rates to Alexandria are generally 15-
20% higher than to other Mediterranean destinations. In Alexandria, container handling
costs are about $225 per 20-foot container, but in nearby foreign ports only $120-$180.

Lower port costs, greater efficiency of cargo handling, fewer delays and
bureaucratic obstacles, and improved quality of port services are required for Egypt’'s
exporters to be able to compete against competitors from ports in other countries.
Bureaucratic delays in Egyptian ports sometimes lead to spoilage of perishable cargo.
Inefficient and high cost port services can aso mean that Egypt will not be able to triple its
non-oil exports during the next five years and thereby fail to fulfill the targets of the
Economic Development Plan.

The Government’s current plans include
selling aminority of shares in shipping agencies to employees and to the private sector,
splitting each of the two shipping agencies into three or four separate units,

allowing private stevedoring companies to operate on vessals at berth, if they employ
equipment and working capital worth a minimum of $7.4 million,

allowing private investors to build single commodity terminals,



decreasing some port charges by decree and undertaking some investments for
capacity expansion.

These plans, however, appear insufficient to provide adequate port capacity and
port services and costs competitive with those of other countries. The state-owned port
monopolies have failed to spend a sufficient share of their profits on maintenance, repair,
and replacement of port instalations and equipment. They will do so only under
competitive pressures when private companies are allowed freely to enter all port services
and compete for business against existing port operators. It will then become important to
offer port users top quality services, employing productive equipment, and competitive
port charges. Port Authorities should be allowed to offer long-term leases of their
terminals and fixed installations to private operating companies and replace public terminal
operators if they fail to maintain satisfactorily the port installations and to offer efficient,
high quality services.

Deregulation of port operations is needed to remedy the problems noted in this
Report. Private participation in port services to stimulate competition, investment, lower
port costs, and improved services would conform to and support the Government’s
economic reform program and goals for economic development. The Government can
choose among alternative options, outlined in this Report, to introduce private
participation and competition in port services and stimulate investments and efficiency of
port operations.

Optionsto Introduce Private Participation

- Private Share Participation — The Government would move beyond its plan for
minority private participation in state-owned shipping agencies and sell a mgority and
eventualy all the shares to the public, including the port employees, in al of its port
operating companies. The private shareholders would then vote in a new Board of
Directors, who would nominate a new management of the port operating company. Thisis
one method for privatizing port agencies, stevedoring, container handling, and
warehousing companies. Inter-locking directorships should be prohibited or limited so as
not to inhibit competition. The state-owned Port Authority would continue to represent
the Government’ s interests in each port supervising compliance with laws and regulations
affecting port operations and providing the customary pilotage and tugboat services.

- Private Port Services — This case emphasizes competition rather than private
share holding. Laws and regulations that provided for state monopolies in port services
would be abolished and private companies allowed to enter stevedoring, container
handling, warehousing, and shipping agency operations in competition on equal terms with
the existing companies. To survive, the state companies would probably privatize or
merge or form joint ventures with private companies.



- Private Port Management -- One port can be selected for a specia effort to
turn around a deteriorating, non-competitive, declining port operation into a dynamic,
growth oriented, competitive port. The Port Authority would transfer the operation of the
port facilities to an experienced private consortium under a renewable medium-term
management contract. The benefits from temporary private port management will be
sustainable beyond the contract period, if the role of the management team extends
beyond that of advisor to the Port Authority.

- Several Private Port Operators — The emphasis here would be on private
investments and operations to make the ports more efficient and more competitive. The
Port Authority in each port would lease specific installations to separate private operators.
The objective would be to encourage an operator to improve a specific operation, such as
a container terminal, and to compete for business not only against a port in a foreign
country, but also against a terminal operator in another Egyptian port or even in the same
port if an additional facility is built.

Combination of Alternatives — The Government would implement some
combination of the aternative options summarized earlier, either simultaneously or in
phases according to some convenient order of priority.

The net effect of the various alternative options on Government revenues
and on employment will be positive in varying degrees, if both the direct and the
indirect effects of these port reforms are fully taken into account. The direct effects
will be negative in some cases, particularly in the near terms. For example, some
revenue and employment would be lost when competition is allowed among
shipping agencies. Reduction in fees charged by the shipping agencies, however,
would benefit exporters and importers, with a consequent positive impact on trade,
employment, and Government revenue. Reductions in employment by the
Government shipping agencies would be partly offset by new jobs created when
private companies enter this business. Future investments in expanding port
capacity carried out by the private sector rather than Government relieves the
Government of the burden of financing and later debt payments or the need to
divert revenue in its budget from other infrastructure investments or socia
expenditures to port development.

The proposed action plan outlined below contains all of the options
presented above, as it would be the most effective way to convert Egyptian ports into a
competitive, world class operation serving efficiently Egypt’s exporters. Not al elements
of the plan need to be implemented simultaneoudly in order to start achieving positive
results. A proposed time chart is included in Chapter 9, which outlines the plan in more
detall.



It is advisable to proceed ssmultaneously to the extent possible with all aspects of
the proposed reform program. A phased, gradua introduction of reforms would be
designed to minimize any associated social and political costs. The negative side, however,
isthat Egypt’s exporters could be disadvantaged because other Governments continuously
strive to restructure their ports in order to reduce port costs, raise productivity, and
expand capacity and thereby help improve the competitiveness of their exports in
international markets. Also, if opponents of port reforms have time to organize campaigns
in opposition to reforms, they might well succeed in arresting the entire process before the
full benefits from such reforms can be perceived.

Preferred Action Plan

A strong Government commitment in support of port reform and private participation
in port services should be announced by the highest level of Government. Such an
announcement could be made at the Cairo Summit in November 1996, when there will
be present Government representatives and business leaders from other countries
potentialy interested in new investment opportunities in the Egyptian port sectors. A
Government statement should be designed

-- to clarify how port reforms fit into a national strategy for encouraging economic

development, exports, private investments, and privatization;

-- to build confidence among private national and foreign investors to invest in

port and export devel opment;

-- to underscore the Government’s dedication to port reforms to internationa

financial ingtitutions that help finance Egypt’ s economic and socia development.

Failure to announce a clear Government commitment to port reforms could make the
reform process more difficult and more costly. It should also be made clear that port
reforms will be carried out within a broader framework of other mgor reforms, such
as customs administration, inland transport, export promotion, and other areas to
ensure that port reforms yield maximum benefits for the Egyptian economy.

A task force should be formed at each port, composed of representatives from the Port
Authority and the operating companies, to draw up a detailed work program with
manpower assignment and supervision to implement the numerous recommendations
in this Report for making the existing port operations more efficient. The work
program should include
" measures designed to expedite cargo handling, customs clearance, and shipping

agency activities,

speedier return of import duty drawbacks;

review and improvements of management and operational practices,

regular inspections, maintenance, repairs, and replacement of equipment;

minor infrastructure and port traffic improvements.



A committee should aso be formed with the task to draw up proposals and a program
for reducing excessive bureaucratic documentation and cumbersome procedures to
speed up the process and the time for vessels and cargo passing through the ports.

Periodic training programs should be organized at the ports
" how to perform stevedoring services more efficiently and safely,

how to inspect, maintain, and service more effectively the different equipment
and installations at the ports, and

how to collect and analyze detailed statistics on vessel and cargo handling at
the ports. The computerized data bank, now in operation, should be expanded
to accurately report berth and equipment utilization, the timing of future
capacity expansion requirements, pinpoint areas of efficiency deterioration, and
in other ways support the decision making process.

Opportunities should be provided for officials from the Ministry of Transport, the Port
Authorities, and port operating companies to visit more frequently portsin Europe, the
U.S, and Latin America in order to become thoroughly acquainted with the different
programs and experiences with port reforms and privatization; strategies for attracting
major shipping lines; policies governing port charges; incentives and contract terms for
private investments in ports; and efficient port management practices.

A port promotion office should be established in each port by an alliance among the
Port Authority, the public and private port operating companies, the local
Government, Chamber of Commerce, and other business associations of the
community where the port is situated to promote the activities and development of the
port. A port promotion office should have an adequate budget to be able to
aggressively promote the business of the port. Campaigns should be organized to
attract new port users, more frequent, regular ship scheduling, and private investors
and operators.

A legidative process should be started to terminate the legal and regulatory status of
state monopolies in port services. Law 12-1964 and other regulations pertaining to
such state monopolies should be abrogated or changed to open the door to private
national and foreign companies to invest in and to operate port services and
installations directly, in joint ventures with state companies, or under concessions with
the Port Authority. The law should prohibit all forms of discrimination between private
and public or between national and foreign companies to ensure that whoever wants to
invest in, expand, or improve port services or facilities should be encouraged, and not
prevented, to do so.
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Deregulation of port charges should proceed gradualy and in step with the
development of competition.

The Government should start to sell shares of al state-owned port operating
companies (excluding Port Authorities) in the stock market, to employees, and to
private investors until they are privatized and the management and Board of Directors
pass to private control. Legal and regulatory reform should make such privatization
possible.

Interlocking directorships and share holdings between the Port Authority and
operating companies or among port operating companies should not be alowed
because they inhibit competition and impede effective supervison by the Port
Authority of compliance with Government port policies.

Private national and foreign companies should be permitted to freely engage in port
service operations in competition on equal terms against existing state-owned
companies.

Private companies should be alowed to offer stevedoring for ships at berth as well as
at anchor.

Port users should be free to choose whether they want to be represented by a private
or a public shipping agency.

Private companies should be free to compete against existing companies for the
container handling business at the ports.

The Port Authorities should seek to improve the port operations by contracting private
companies to operate and invest in container terminals and other port instalations.
Public tender bids can be offered for individual terminals and other port installations to
attract different, specialized operators, who would compete against operators in such
activities not only in foreign ports, but also in the other Egyptian ports.

The Port Authority of one port, such as the port of Alexandria, should consider hiring
an experienced port management team and transfer temporarily to them the
management of the port. The task of the management team would be to transform the
port into an efficient, competitive, world-class operation under a renewable five-year
contract. If they succeed, the other ports will be under pressure to follow this example.

Rather than divert substantial budgetary resources that are needed for socia
expenditures and other infrastructure investments, the Government should attract
magjor private foreign and national investments in building terminals and other

11



installations in the ports, under long-term operating contracts that permit the investor
to recover his capital with an acceptable rate of return. Aside from this * build-operate-
transfer” concept, the Government should aso continue to encourage private
producers, exporters, and importers of commodities to invest in building specialized
commodity terminas, similar to the oil terminals, under the concept of “build-own-
operate.”

Incentives should be offered to maor foreign investors to build and operate maor
terminals designed for transshipment activities near existing port facilities at both ends
of the Suez Cana. Competing major transshipment facilities have aready been built or
are under construction nearby by others at the Red Sea and eastern Mediterranean. To
ensure success for such a major project, it is necessary to explore commitments by
major shipping lines to use the facilities in the future in order to assure adequate
throughput volume to yield a rate of return commensurate with the size of the
investment. Such an investment will probably be too large and too risky for the
Government to undertake.

12



PORTSA PROBLEM FOR GOVERNMENT

GDP AND EXPORT TARGETS

Real GDP Growth

Non-oil Exports
Imports
Imports
Trade Volume
- including Transshipment
Average

Theoretical Port Capacity
(100% Utilization)

Actual Capacity
( 75% Utilization)
(40% for Containers)

With Efficiency |mprovements

plus $700 mill. Capacity Expansion

%

$ Bill.
% of GDP
$ Bill.
Mill. Tons
Mill. Tons
$ per Ton

Mill. Tons

Mill. Tons

1995 2000
3.2 6.5
2.8 8.8

28 30
12.8 20.0
30 43
36 51

520 700

51

37
42
50
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PORT OPERATING COMPANY REVENUE

Fiscal 1994/95

L.E. Mill. $ Mill.
All State Port Monopolies
Total grossrevenue 2,257 666
Operating and other costs 1,629 480
Net Revenue befor e tax 628 185
Tax exempt income 203 60
Taxable net revenue 425 125
Income Tax (40%) 170 50
L.E. Mill. $ Mill.
Shipping Agencies Only
Total grossrevenue 834 246
Operating and other costs 492 145
Net revenue, before tax 342 101
Tax exempt income 160 a7
Taxable net revenue 182 54
Incometax (40%) 73 22
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GOVERNMENT BENEFITSLITTLE FROM PORTS

Government Net Revenue  (annual) Mill. LE
from Shipping Agencies 73
from Other Operating Companies 97
from Damietta Port Authority loss(45)
from Other Port Authorities 80

Total Government Revenue from Ports 205

$ Mill.

Total Government Revenue from Ports 61

Total Annual Port Authority Budget 35

State Operating Companies

Net Profit After Tax 75
Tax Exempt Income 60

TOTAL Maximum Available for Maintenance,
Repair, Replacement, and | nvestment 135
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3.0WORLD TREND PRIVATIZING PORT SERVICES

The case examples of deregulation and privatization of port services in other
countries presented below are designed to demonstrate

a worldwide trend toward privatization of port services with benefits from
which Egypt is deprived,

diverse approaches taken in deregulating and privatizing port services offering
Egypt choices for introducing port reforms, and

diverse motivations and/or objectives underlying the choice of deregulation and
privatization in different countries, some of which may be applicable to Egypt.

Deregulation and privatization of port services in most countries aims a one or more of
the following:

reducing inefficiency and non-competitive port costs

stimulating competition at the ports

relieving port congestion and removing impediments to trade expansion
converting revenue losses into revenue generation at the ports
stimulating investments in port modernization and expansion

building world class mgor transshipment centers

supporting a general Government policy of free market economic reforms
transferring control of portsto local Governments

some combination of these goals.

At last count, 36 governments in different parts of the world are in the process of
privatizing operations some or al of the major commercial ports — via asset sale or long
term operating concessions. Western Europe has privatized port services and deregul ated
most port charges several decades ago. Shipping agencies are private probably in all
countries, except in Egypt, because their role is to act in the best interest of the vessel and
the cargo by expediting port procedures. Below are a few examples demonstrating the
diversity of approaches taken and some of the options available to Egypt.

3.1. Panama

Panama, like Egypt, attracts a considerable volume of maritime transit traffic
through its Cana, which presents an attractive potential for developing major
transshipment facilities. An additional attraction for such port developments is the Colon
Free Zone located near the Panama Canal, the second largest free trade zone in the world,
doing $10 hillion business per year. The Government of Panama started only in 1991 to
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implement a new port policy designed to promote major private foreign investments in
new transshipment port facilities and to reform inefficient port services.

A specia law, approved by the Government cabinet and by parliament, granted
Stevedoring Services of America and Motors Internationals (a large Panama importing
company) jointly a 20-year concession to build and operate a major new transshipment
terminal. The viability and attractive location of this Manzanillo International Terminal
(MIT) near the Atlantic exit of the Panama Cana helped secure financing from the
International Finance Corporation (an affiliate of the World Bank) and from private banks.
After an initial investment of $100 million, planned expansion may result in an eventua
total investment of $250 million. The aim is for MIT, together with another nearby
terminal under construction to become the largest transshipment container terminal
complex in Latin America. Some of the best known international shipping lines have
already contracted to use the terminal, such as Sea Land Service, Zim Isragl Navigation,
Maersk, Mitsui OSK, Nedlloyd Lines, Wilhemsen Lines, and American President Lines.

At the end of the contract period, al installations will pass to the National Port
Authority of the Government of Panama. In the meantime, the foreign investors are the
operators of the terminal. The Government approves al service rates, inspects all
equipment used in the terminal, and issues permits for dredging, access road, warehouse
and other construction. The land of the terminal and surrounding water belongs to the
Government and rent is paid by the investors for the use of the land.

“The private Manzanillo Terminal has been able to reduce freight costs for
shippers, lower port charges, provide incentives for consolidating cargo and transshipment
to a number of nearby portsin Latin America and the Caribbean.” Manzanillo succeeded
in substantially lowering the turn-around times and port costs in Panama by forcing the
existing major ports of Cristobal and Balboa to lower their port charges. The Government
of Panama enjoys a new revenue source from the operation of the new terminal, which has
created 600 new jobs, more than twice the number guaranteed by the investors in their
contract with the Government. The end result will be expansion of port service capacity,
more efficient port services, increased competition, more employment and Government
revenue.

Evergreen, Taiwan's maor international container shipping line, has negotiated a
20-year contract to build another new container terminal on the Atlantic exit of the
Panama Canal. It will be aterminal competing against MIT and the other nearby ports for
the business of other shipping lines and to transship more cargo via Panama from East
Asia to the United States. It will be Evergreen’s largest overseas investment. Two
additiona container terminals are planned el sewhere in Panama.

In athird development, Bechtel, a mgjor U.S. engineering firm, has responded to a
public bid offer and renewed its origina 1991 proposal to the Government of Panama for
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an investment of $620 million to substantially modernize Panama's two major ports,
Balboa and Cristobal, at each end of the Panama Canal and to connect the two ports by
building an efficient, fast container railroad in place of the existing shut-down, obsolete
rail link between the two ports. Very large post PanaMax ships would be able to efficiently
unload their cargo onto the connecting railroad for rapid reloading at the other end of the
Canal to another very large or some smaller transshipment vessels. The Cand itself can
accept vessels of only up to a maximum beam of 103 feet which limits vessels passing
through the Canal to a maximum size of roughly 70,000 tons. Under the Bechtel plan,
many larger vessels would also be able to move their cargo via Panama instead of
choosing more costly and time-consuming alternative routes. Bechtel claims that very
large carriers using the proposed new system would enjoy an estimated 30% cost saving.
Lower costs would encourage larger cargo volume to Panama which would attract other
private investments in diverse service sectors. Bechtd predicts ultimately as much as $1
billion in ancillary investments attracted by this project with tens of thousands of new jobs.

The private investor consortium will hold a 30-year concession to operate and
administer the ports and railroad. Debt financing would represent 60% of total project
cost. Private loca investors and international shipping companies will be invited to
become shareholders in this project, but no single shipping company would be permitted
to acquire a controlling interest.

3.2 Mexico

Mexico started sweeping reforms of its port policy only three years ago in line with
its genera policy of free market reforms emphasizing de-regulation, privatization, and
competition and after it was realized that the public sector lacked the funds to modernize
and improve the efficiency of its ports. Initialy, specialized ports handling single
commodities, such as grains, fertilizer, cement, and steel, were converted to private
terminals owned by producers of these products. Soon, however, a new Law of Portsin
1993 replaced the central public sector port management authority, Puertos Mexicanos,
with independent Port Authorities for each Mexican commercial port. Each new Port
Authority has been constituted as a company, with all shares initially owned by the public
sector, but later to be sold via public bids to the private sector, with foreign ownership
restricted to a maximum 49%. Such independent Port Authorities have been created for
Mexico's 22 mgjor commercia ports. While a genera port authority, Direction General de
Puertos, was created under the Ministry of Communications and Transport in 1994, its
functions are merely supervisory and regulatory, not managerial and operational.

In this way, the administrative functions of ports, including planning, promotion,
and construction at ports, have been decentralized with the objective of stimulating
competition, making each port financially independent of the Federal Government, and
placing responsibility for performance at the local level. The am is to give end users
efficient, low cost port services. The Ministry of Communications and Transport grants a
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50-year renewable concession to each Port Authority, but can withdraw it for poor
performance.

Each Port Authority is required to develop and to follow a master plan for its port,
which allows the Ministry of Communications and Transport to monitor performance. The
Port Authorities now perform only regulatory and supervisory functions, while the
Government retains ownership to the land and surrounding water at the ports, and the
Government’s Secretariat of Social Development retains ultimate authority over land use
and administration of environmental regulations pertaining to ports. The role of
government thus changed from port operating monopoly to that of landlord collecting rent
on leasing its port infrastructure to a private operator.

The Ministry of Communications and Transport has started to offer, via public
bids, 20-year, renewable concessions to private companies to operate terminals, port
facilities and services. Later, the Port Authorities will offer these concessions. The
company winning the concession is required to develop a plan of work rules for operating
the port and to submit its plan for approva to a Port Authority operations committee,
which coordinates the administration, operations, and services to ensure smooth and
efficient operations of the port. After approval by the committee, the concession holder’s
work rules plan is then registered with the Ministry of Communications and Transport.

A private company or consortium can acquire a concession for no more than two
terminals — one at the Pacific coast and one at the Gulf of Mexico — in order to ensure
competition among terminal operators. Also each terminal operator needs to provide
access to the various shipping lines interested in using the port. A concessionaire can aso
acquire the right to develop an industrial park for location of export operations on
Government-owned land adjacent to or part of the port area.

The most important criteria that have guided the Mexican authorities in deciding
who wins the bid for operating a terminal were the plan for investments to modernize the
termina and the amount of annual rent payments offered to the government for the
concession. The bids aso include an up-front lump sum for the right to acquire the
concession and purchase of Government-owned equipment at the port. Foreign companies
have chosen to bid mostly as joint ventures with private Mexican companies to enhance
prospects of winning, athough the law allows also 100% foreign owned companies to bid
for concessions to operate port services.

The Mexican Government does not seem to show a preference between shipping
lines or stevedoring companies to be the concessionaires best able to attract the largest
increase in container traffic and charge the most competitive rates. In contrast to the
practice in the United States, the Mexican Government has established maximum, rather
than minimum, tariffs the independent Port Authorities can charge the private port
operator for hiring its pilot or tugs or other services or renting facilities provided by the
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Port Authorities. Setting maximum tariffs reflects an effort to keep port costs competitive.
Shipping lines and other port users may be able to negotiate these rates below the alowed
maximum. As a result some Port Authorities could become unprofitable because they have
to pay afixed fee to the Government and thus they would be difficult to privatize.

3.3 Argentina

Argentina's port operations suffered for many years from excessive regulation
complex bureaucratic procedures and documentation, which inhibited competition and
efficiency. It dso resulted in insufficient investments and maintenance of equipment and
installations, an excessively large labor force, high port charges, and a generd
deterioration of port services. These conditions affected negatively the competitiveness of
exports and the cost of imports.

Starting in 1992, the Government began to introduce fundamental changes in its
port policy aimed at de-regulation of port services, de-centralization of port management,
and de-monopolization and privatization of port operations in order to enhance the quality
of port services, lower the cost, and create competition among providers of port services.
Argentinas Law of Ports permits any private national or foreign investor to build and
operate a terminal and other port installations without restrictions, except those relating to
safety, the environment, and tax matters.

The Government’s National Port Authority has been confined to regulating and
supervising the operations of ports. The State retains ownership of the land and the port
installations and maintains most of the port infrastructure. To achieve greater efficiency,
the administration of all ports, except that of Buenos Aires, has been transferred to the
jurisdiction of the respective Provincial Governments. Each port has a separate Port
Authority with a Board composed of representatives from the Provincial and Municipal
Government, local business and labor leaders. The large port of Buenos Aires has been
divided into three separate autonomous port administrations. Each port in Argentina is
now responsible for its own performance, investments, expenditures, and revenue
generation. Income is generated from fees levied on cargo passing through the port, on
carriers docking at the port, and on private holders of concessions to provide port
services.

Six terminals at the Port of Buenos Aires were privatized by granting, via public
tender, 20-year concessions to five separate consortia of local and foreign companies.
According to one informed source, total port costs on imports of grain at one terminal
declined as a consequence of these reforms from US$9.00 per ton to US$3.50 per ton.
Various port charges decreased by 20% to 50%. The number of stevedores working at the
Port could be reduced from 3,200 to 1,200, while the average productivity per worker
increased from 743 tons to 2,800 tons per year. Installation of new cranes last year
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doubled the container handling capacity to one million TEU’s annualy at the Port of
Buenos Aires.

3.4 Chileand Other Latin American Countries

Chile started in 1981 to permit private stevedoring operations. Also private
producers/exporters or importers were alowed to build and operate 25 terminas
specialized for trading specific basic products. The main 10 commercia ports, however,
have remained under the management and control of the National Port Authority,
EMPORCHI. Chile’s very rapid growth of foreign trade is creating port congestion which
is causing costly delays waiting several days to load or unload and a deterioration of the
quality of port services. The Government appears unwilling to spend an estimated $800
million required during the next four years to carry out capacity expansion and
modernization at the major ports to alleviate bottlenecks faced by exporters and importers.

As a conseguence, the law governing the activities of EMPORCHI will soon be
modified to transfer the role of future port operations, investments, and development from
the public sector to the private sector. EMPORCHI’ s regulatory role will be transferred to
a new government department and the single Nationa Port Authority will be decentralized
into 6 to 9 separate Port Authorities as a first step to encourage competition for business
among the Chilean ports. Each Port Authority will have the right to grant long-term
concessions to private national and foreign companies to operate existing terminals, to
provide port services, and to invest in expanding existing or building new terminals. It is
hoped that essentialy all new investments in port facilities will be done by the private
sector.

Chile's new port policy will be to retain Government ownership of existing port
facilities, but to let the private sector operate them and invest in modernizing and
expanding port capacity. Port operations will increasingly be transferred to private
companies and supervision of port operations by Port Authorities will be decentralized —
all with aview to stimulating competition and greater efficiency.

Most other Latin American countries are following similar paths toward privatizing
port services and stimulating competition as those outlined for Panama, Mexico,
Argenting, and Chile. Venezuela started port reforms in 1989 to encourage competition,
investments, and greater efficiency. The National Ports Institute was abolished and control
over ports transferred to State Governments. They in turn offered long-term concessions
to private companies to operate the ports. The concession terms varied among ports, but
basically encouraged the private operators to reduce port costs, increase handling
efficiency, and make investments in upgrading and maintaining facilities. As a result, in
some cases productivity reportedly increased by up to 50% and unloading time was
reduced from 2-3 days to one day or less. Working hours at ports were increased from 8
hours for 5 days per week to 24 hours 7 days per week.
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Peru’s Government has appointed a specia privatization committee to implement
the privatization of seven maor ports, currently controlled by ENAPU, the National Port
Authority. After diminating a labor union monopoly over al stevedoring activities,
stevedoring rates and container handling costs were reduced substantially, making Peru’s
port service costs competitive with levels prevailing in neighboring countries. The
Peruvian investment incentive law provides for port operations by private companies on a
long-term concession basis.

Colombia’'s Port Law of 1991 replaced its National Port Authority by local port
companies (“sociedades’), which can be private or public, and accorded them the right “to
construct, maintain, and operate ports, port terminals and piers, and to offer all port
services.” The Law prohibits these port companies from engaging in practices that restrict
competition. A Superintendency of Ports was established that supervises compliance with
national port policy and administers directly the four major ports. Decentralization of port
management and reforms in port operations have reduced the cost of port services and
increased efficiency of cargo handling. Uruguay also reformed its port policy recently by
confining the role of the National Port Authority to that of supervising port operations,
while de-monopolizing port services and alowing private companies to operate port
facilities under concessions or shorter term licenses. As a consequence of these steps,
severa reductions in port charges were made, benefiting all port users.

Brazil passed a port reform law in 1993 to permit port operation by private
concession holders and issued a law and implementing regulations in 1995 for granting
concessions to private companies to operate public services, including port services, via
public tenders. Opposition from organized labor and other politica groups stalled
implementation. Subsequently, the Federal Government wanted to start privatizing port
services only at the smaller ports. Local governments, however, have been given control
over their ports and they want to move aggressively to attract private investment and
operations of their ports in order to expand capacity to relieve port congestion and to
make ports efficient and competitive for the benefit of expanding exports.

3.5 United Kingdom and Other European Countries

In the United Kingdom, deregulation of ports began in 1981 with the abolition of
the National Ports Council, the creation of Associated British Ports at year-end 1982 and
sale in the stock market to the public. Subsequently, legal restrictions were removed for
investments in port development. Restrictive labor regulations were replaced by more
flexible hiring and firing practices. Loca political and labor opposition delayed further
substantial progress with deregulation and privatization of ports until the Ports Act was
passed by Parliament in 1991. The main objectives of the new Law were to:
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stimulate port devel opment with better access to equity capital;
remove restrictions for developing surplus land at the ports;
encourage ports to diversify their operations;

improve administrative accountability and improve profitability; and
enable port workers to own shares in the port business.

Under this Law, ports were privatized by first transferring the assets and liabilities
of the existing “trust port” into a new company which could then be sold to a private
company. The preferred process was a negotiated sale to the port's own
management/employee group. In this way, control over the port remained in local hands
with little threat of a take-over by some outsider and the benefits of reforms and
privatization were spread among the employees of the port. Criteria used in cases of
competitive bidding were (a) preference for management/employee bids; (b) bidders that
would likely operate the port in the best interest of the loca community; and (c) bidders
capable of maintaining a “viable, competitive port as a separate entity.”

Elsewhere in Europe, further deregulation and privatization of ports is proceeding
at an uneven, piecemeal, and generally slow pace. European ports, however, already have
a long tradition of privately operated port services. Little, therefore, remains to be
privatized. Regulations governing port service fees and other aspects of port operations
are generally programmed to keep ports efficient and competitive. Eastern Europe and the
countries of the former Soviet Union are tentatively taking steps toward regulatory reform
and private sector participation in port operations. Poland is probably the most advanced.
Its Port of Gdynia has restructured its terminals and associated port services into separate
companies which are to be privatized through public tenders. The port infrastructure will
remain with the public Port Authority, but the facilities have been transferred to the
companies for privatization.

Russa’'s State Committee for the Management of State Property started
privatizing port operations in 1992. The Government retains the assets that are excluded
from privatization, such as the land, breakwater, roads, and wharves. The remainder was
transferred to a newly created joint stock company at each port. A privatization committee
at each port prepared a privatization plan for approval by the Ministry of Transport and by
the State Committee. The plan included the charter of the joint stock company, a list of
the estimated value of the assets to be transferred to the joint stock company, and a plan
for auctioning these assets in the privatization process. In 1993, the State Committee for
the Management of State Property was replaced by a newly created Sea Port Authority
which took over the port assets that are retained by the State. It was given the authority to
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lease these assets to public or private port operating entities. The Sea Port Authority is
responsible for safety of port navigation, maintenance of the Government-owned assets,
and investments in new facilities. Its operations are being financed from port charges
(tonnage, anchorage, berthage, cana and light fees), from rent payments and charges for
services to port users. The Sea Port Authority also monitors the fees charged by the joint
stock company for stevedoring, ship-chandlering, and tugboat services to ensure that these
charges are competitive.

Share ownership of the joint stock companiesis typically 51% sold on preferential
terms to port worker associations, 29% sold through a bidding process to private holders
of privatization vouchers, and 20% retained temporarily by the state for later sale. These
joint stock companies are required to create new companies that perform the functions of
stevedoring, towing, freight forwarding, and termina operations. Thus the process of
privatization in Russia is to have one public Sea Port Agency at each port performing
regulatory, safety, and maintenance functions and administration of state property at the
port. It aso is charged with encouraging private sector port operations and competition.
The initial joint stock companies are gradually becoming holding companies controlled by
the port workers, while private sector controlled companies increasingly take over the
operations of port services. This privatization process has encountered delays and
difficulties in the transition from entrenched bureaucratic, centralized state monopoly
toward decentralization, deregulation, and privatization.

3.6 India, Pakistan, Malaysia, and other Countries

India plans to follow suggestions from the World Bank to reform and privatize
port operations under leasing and concession arrangements. In some ports, on-board
stevedoring, cargo pick-up for delivery, and other services are already performed by
private operators who have their own mobile equipment kept in allocated storage areas.
Inefficiencies, delays, and low productivity similar to port operations in other countries are
proving costly for developing foreign trade in India and are the motivation behind
pressures for reform. According to the World Bank, “cargo is handled by severa entities
with different objectives, management structures and working practices. The planning and
coordination of cargo handling activities are weakened by multiple management control,
inadequate communication and duplication of operational and administrative activities.”
“The major and real costs which result from dow and unreliable service are in lack of
export opportunities due to the slowness and unreliability of operations.”

Boards appointed by the Government currently manage and operate the individual
ports. Management at the ports has identified facilities and services which they propose to
transfer to private operators. India's stated port policy reforms aim to (a) have the
Ministry of Surface Transport develop a receptive environment for successful privatization
of port operations; (b) reduce, simplify, and speed up procedures and documentation
requirements at ports; (c) have the Ministry continue to establish limits for port charges to
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be levied for services provided by the private operators and the Port Authorities; (d)
maintain existing labor laws and rules at the ports; and () grant each port the authority to
plan and implement the extent to which its port operations will be privatized. It is hoped,
however, that competition for trade will develop among ports and lead to improved
management, greater efficiency, and lower costs for users.

Pakistan decided in 1991 to start advancing privatization of port operations
(stevedoring has been traditionally private) aiming at private sector financing, building,
and operating additional container handling capacity and modernizing existing port
facilities and operations. To enhance the confidence of private national and foreign
stevedoring and shipping agencies to invest in a new 300,000 TEU common carrier
container terminal at the Port of Karachi, the Government invited the World Bank’s
International Finance Corporation to participate with equity and loan financing. It aso
agreed to let the private consortium set its own cargo handling charges, after consultation
with, but without prior approval, by the public sector Karachi Port Trust.

Malaysia passed a Law in 1990 to allow privatization of port operations under
licensing arrangements and it gave this authority to the individual Port Authorities by
revising the Port Authorities Act in 1992. Prior approval from the Transport Minister is
required before a plan for private operations can be implemented. An increasing number of
other countries have also started to liberalize regulatory constraints on port operations and
to seek to attract private operators of port services. Among them are Italy, Estonia,
Slovenia, China, Philippines, South Korea, Thailand, and Senegal.

3.7 African Countries

In general, the experience of deregulation and privatization of ports, is not as
developed in Africa as in Latin America or Asa Nevertheless the process of
disengagement of the state has started in some countries. In South Africa, ports are
managed by Portnet, a large, efficient parastatal, owned by Transnet, a much larger
government holding company, which also owns the nationa railway, Spoornet, the
national airline, SAA, and several other enterprises in the transport sector. The
government has started privatizing some of the Transnet holdings, but not yet determined
the calendar for privatization of Portnet. The new port of Richard’'s Bay, a mgor 60
million ton per year coa loading facility, is operated by a group of large private coal
exporters. In this and other South African ports there are severa terminas owned and/or
operated largely by private freight forwarding companies.

Mozambique's port and railway authority has begun to offer concessions,
generaly for 15 years, to operate terminals for handling containers, coal, citrus and sugar
exports from the port of Maputo. Concessions are being considered for the remaining port
activities. The main objective isto improve the competitiveness for transit of cargo to or
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from neighboring countries (South Africaand Zimbabwe). In Angola concessions were
let in 1993 for an initial three years to operate the six terminals covering al cargo handling
in the port. After reviewing the results, it was decided to reduce the number to 3-4
terminals, while retaining at least two operators of containers and general cargo that
would compete in the port. Theinitial concessions were operated mostly by domestic and
international ship owning companies.
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4.0 BENEFITS/COSTS OF PORT SERVICE REFORM

The proposals advanced in this Study for reforming Egypt’s port operations, will
lower the cost while improving the quality of port services. This will clearly bring
substantial net benefits to the Egyptian economy, although there will aso be some
associated short-term costs. Benefits for the economy will outweigh costs by a substantial
margin. In fact, the reforms of port operations proposed in this Study will prove to be a
critical element for helping to expand and for lowering the cost of imports and exportsin
order to realize the Government’ s economic growth targets for the next decade. The ports
should operate efficiently and maintain the capacity to handle a substantial acceleration in
the volume of exports and imports needed to support the Government’s plan for a much
higher future rate of economic growth. Egypt’s port policy should be re-oriented and be
accompanied by greater institutional and legal/regulatory flexibility in order to permit the
ports to operate more as a business in support of expanding trade, and not as a state
monopoly providing a socia service. Such a policy re-orientation will produce positive
effects directly and indirectly on foreign trade, on Government revenues, and on
employment compared to the maintenance of the status quo.

The best results can be achieved, if these changes are implemented within a
framework of other broad based economic reforms aimed at establishing a competitive
market economy, open to trade, to foreign investment, and to new technology, with the
private sector as the main driving force, as is happening in most other developing
countries. Port reforms will not produce the expected benefits if they are carried out in
isolation without customs reform, without reducing import and export taxes and other
restrictions, without export incentives and promotion, and without deregulation and
stimulation of national and foreign private investments and competition. The reforms of
port operations outlined and proposed in this Study can bring a number of important
benefits at relatively little cost to the Egyptian economy, if supported and reinforced by
such other economic reforms.

4.1 Foreign Trade Expansion

The Egyptian Government has announced an important shift in its trade policy --
from import subgtitution to a new emphasis on dynamic export development. The
Government’s past foreign trade policy stimulated a strong anti-exporting bias throughout
the economy by artificially creating advantages for selling to the highly protected domestic
market rather than exporting. The predictable result is that today Egypt’'s 60 million
people export less non-traditional products than tiny Costa Rica's 5 million people.
Egypt’s old policy of high levels of protection, with duties ranging up to 70 %, and even
160% for imports of vehicle engines, provides generaly higher and more stable profits in
the domestic than in foreign markets and with less risks and less competitive pressures. As
member of the world trade organization, Egypt will be required to reduce its high level of
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protection, which will benefit both imports and exports. The multitude of problems at the
ports, enumerated in this Study, has further elevated the risks and the costs of exporting.

Reforms aimed at reducing delays, red tape, complex procedures, inflated fees and
other port charges, while employing better equipment and work habits will significantly
reduce both the risks and the costs of exporting. Exporters will respond most positively to
these reforms of port operations, if they are accompanied by other trade related positive
steps, such as more active export promotion, trade financing available at international cost
levels, a reliable, efficient internal transport system, faster customs clearance, and lower
import costs.

Efficient low cost port services and investments in modernizing and expanding port
operations will be key elements in helping realize the Government’s ambitious economic
growth targets in future years. This development plan will require growth of imports
faster than the growth of GDP, that is, imports growing considerably faster than have
occurred in recent years. It will place a burden on existing port operations and develop
pressures for greater efficiency and capacity expansion. Egypt, moreover, will have to
convert to an export driven economy, as was pointed out by the President, in order to help
realize a high rate of annual GDP growth. Plans call for tripling the annual volume of non-
oil exports during the next five years to keep the projected expansion of imports from
producing a balance of payments problem. This could happen if future aid disbursements
and oil exports began to decline and Suez Canal tolls and worker remittances stagnated at
current levels.

Egypt can reap substantial benefits from efficient, low cost port services also for
another important reason. Despite initial negotiating set-backs, Egypt is expected to be
able to join afuture Free Trade Zone between the European Union and the Mediterranean
countries outside the Union. Membership in such a free trade area will provide Egyptian
exporters increasingly free access to the rich European market, while European producers
will gain free entry into the Egyptian market. A key element to help Egypt take maximum
advantage of these opportunities, despite competition from neighboring and other
countries, will be an efficient, low cost, competitive port system.

The Government’s new high priority for deregulating the export sector will
produce the best results, if efficient port services help make exports more competitive in
world markets. The lowering of import duties, particularly for inputs needed in the
production of exports, will go far in lowering the cost of importing, but not far enough,
unless the imported products can move through the ports faster, with lower risk of
unexpected bureaucratic delays, and at lower cost. Inefficient, high cost port services
produce the same effect on imports as import duties and on exports as export taxes,
except that inefficiency does not generally produce higher government revenues.
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Egyptian ports have been left out of regular scheduling by maor international
shipping lines with the deterioration of its port services, while Latin American countries
are gaining new regular scheduling by additional major lines as these countries advance
deregulation, privatization, modernization, and new investments at their ports. The
recommended improvements and reforms of Egypt’'s port operations and prospects of
larger trade volumes will bring more frequent, regular scheduling by major carriers. Such a
trend would lower the costs and risks of exporting, because it would provide for
improved, more frequent scheduling, which is vital for perishable agricultural exports, and
for more direct, cheaper, faster, and on-time delivery.

More direct and more frequent shipping services will help encourage more export
diversification and development of non-traditional exports, including new products not
exported before from Egypt, as the cost and risk of exporting is being reduced. As
improved port services help exports become more competitive, production will be able to
undergo expansion, with corresponding positive effects for generating income,
employment, and Government revenue.

4.2 Estimated Benefits and Costs to the Economy

The estimated faster growth and higher levels of imports and exports will require
substantial capacity for cargo handling at Egypt’s ports. Most of the export growth is
likely to come from labor intensive sectors, such as textiles and clothing, agricultura and
processed agricultural products, furniture and leather products, and iron and steel. Some
of it can probably be shipped as bulk cargo, while import growth will be heavily weighted
toward products arriving in containers or that could be containerized.

An important part of the estimated higher trade volume can be handled by
improving the efficiency of port operations with current capacity levels. Lower port costs
and more efficient port operations will minimize new investment requirements, but aso
help attract needed new private investment to modernize existing facilities and to build
new capacity. Required additions to port capacity will entail substantial investments in
port facilities, some of which private foreign shipping lines would be willing to provide,
given

- a stable operating environment,

- acceptable concession terms,

- non-discriminatory treatment, and

- prospects of growing trade volume.

A reduction of port costs by moving from current operating modes to a more
efficient, competitive system can be quantified only very roughly, including the
guantification of qualitative inefficiencies. If adequate data were to become available, it
would be possible to develop quantified estimates of the impact of port improvements on
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the economy by calculating the direct impact of port service reform on trade, employment,
and tax revenue. More difficult to measure would be

- the direct impact from port users on employment and tax revenue,

- the direct impact of investments on trade, employment, and tax revenue, and

- the multiplier impact on the economy from the indirect effects of suppliers of
goods and services to port operators and port users.

That would still leave the broader indirect effects on the community surrounding each
port, the benefits on the providers of internal transport related to more efficient and larger
volume port operations and new port investments. All of these assessments would be
necessary to be able to estimate the net value added to the GDP, that is, to the Egyptian
economy from the impact of reforms and expansion of the port sector.

The key challenge for an economic impact anaysis is the time consuming effort to
collect al the necessary data to calculate the direct and indirect effects. For such an effort,
for example, one must disaggregate the forecast increase in total trade by product
categories. It is then necessary to trandate local currency or dollar values of these trade
sectors into volumes measured in terms of TEU’s and tonnage to be able to anayze the
ability of the ports to handle the expected additional trade volume with existing levels of
capacity and efficiency. One can then derive estimates for increased trade volume with
improved port efficiency in order to isolate the need for investments in new terminals to
expand port capacity. In this way, one can determine what action will become necessary
for the ports not to obstruct the movement of larger foreign trade volume that will be
required in order to meet the future economic growth targets of the Egyptian
Government. This would be the beginning for a cost-benefit analysis as indicated above.

4.2.1 Trade Effects

Below is an attempt to develop the trade effects from port reforms. For the past
decade, Egypt's real GDP growth rate (in constant prices, discounting for inflation)
averaged 4% per year, according to Central Bank data (other sources show lower growth
rates), including 2.9% growth in fiscal 1993/94 and 3.2% in 1994/95. According to the
Government’ s revised Five Year Plan, real GDP growth is forecast to gradually accelerate
from an estimated 4.5% in fiscal 1995/96 to 5.7% in 1996/97 to 6.5% by year 2000 and
further eventually to 8.0% per year.

A key eement for reaching the Government’s future economic development
targets will be the associated growth in exports and imports. The President has indicated
that dynamic growth of non-traditional exports will be essential for Egypt to be able to
accelerate its economic growth. Such export growth will be needed to limit the future
trade deficit to prevent a balance of payments crisis and pressures for devaluation.
Furthermore, Egypt cannot count on continued indefinite growth of al of its other
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substantial sources of foreign exchange income, namely, from oil exports, Suez Canal
tolls, tourism, worker remittances, and foreign aid.

In this analysis, it was assumed that non-oil exports will provide roughly haf of the
annual GDP growth increment. Thus, while the annual level of GDP is assumed to expand
by about $15 hillion, from $30 billion in 1995 to $45 hillion by 2000, annua non-ail
export levels will expand by less than half as much, that is by $6 billion, from $2.8 hillion
in 1995 to $8.8 hillion by 2000. An ambitious effort of this order of magnitude will be
needed to realize the equally ambitious GDP growth target.

Although agricultural exports represent only 22% of tota non-oil exports
currently, the Plan calls for much greater emphasis on accelerating the growth of and share
of agricultural products in total non-oil exports in future years. With non-oil exports
becoming the engine for Egypt’s future economic growth, the share of non-oil exports in
the GDP would increase from only 6.2% in 1994/95 to 14.2% in 1999/00.

The level of annua imports will also have to expand substantidly, if Egypt is to
succeed in accelerating its economic growth. Larger volumes of machinery, vehicles,
components, and raw materials will have to be imported and used to produce larger
volumes of products for export and for domestic consumption. During the past decade,
particularly from 1987 till 1994, there was essentially no volume growth of imports,
because the Government continued to pursue a vigorous policy of import substitution
which had the effect of also limiting the growth of the GDP and of non-traditional exports.

In the future, faster economic growth, dynamic export promotion, import
liberalization (lowering of import duties), and eventual entry into a Mediterranean free
trade agreement with the European Union — all will contribute to a much faster growth of
imports than in the past. The Government has not revealed its forecast of import growth
beyond 1997 that is associated with its long-term economic growth projections. Taking
the above factors and trends into consideration, it can be estimated very conservatively
that the ratio of imports to GDP will at best remain constant at its present level of 28.5%,
but, much more likely, gradually increase.

Experience in other countries demonstrates that an accelerating rate of economic
growth is usually associated with still faster growth of foreign trade, particularly when
trade barriers are aso lowered. During the nine-year period 1984-93, when Chile's red
rate of GDP growth increased an average 8% per year, Chile’s exports expanded 12% per
year and its imports even faster. When Costa Rica's real GDP growth rate advanced an
average 5.5% per year during 1982-92, its exports grew 8.8% per year and its imports still
faster.

In the case of Egypt, assuming conservatively that the import coefficient (imports
as percent of GDP) will increase only very gradually from 28.4% in 1995 to 30.0% in
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2000. This means that imports will grow only dightly faster than the real GDP growth
target of the Government. In this case, the annua level of imports will reach $20 billion in
fiscal 1999/00 compared to $12.8 billion in 1994/95. Thus the combined annua level of
foreign trade — imports and exports — will be approximately $13 billion larger by year 2000
than in 1995, that is, increasing from $15.6 billion in fiscal 1994/95 to $28.8 hillion in
1999/00. Non-oil exports will account for $6.0 billion and imports for $7.2 billion of this
increase. In view of uncertainties about the future, the increase in exports and imports
combined is likely be within the range of $11 billion and $15 billion for the Government’s
economic growth target in 2000.

According to the Planning Ministry’s Summary of the Third Five Year Plan,
Egypt’'s total foreign trade volume was 24.1 million tons (millT) in fiscal 1991/92 or
US$13.2 hillion. This resultsin a ratio of 0.55, or $550 per ton on average. Applying this
ratio to other years would result in combined imports and exports of 52 millT by fiscal
1999/00. It can be assumed, however, that the average unit value of trade, that is, dollars
per ton, may gradually increase, particularly as higher value capital and intermediate goods
needed for the production process are imported. On the export side, some additional
exports will be shipped in containers that are now returned empty due to the imbalance in
containerized trade. This portion of the increase in exports would not cause an additional
burden for the ports.

Assuming, therefore, that the average trade value per ton will gradually increase
from $550 per ton to roughly $700 per ton by the year 2000, This means that Egypt’s
ports will face a 44% increase in the tota annual trade volume level in year 2000
compared to 1995, if the Government’s accelerated economic growth targets are actualy
reached. The total annual non-oil trade volume would rise from about 28 millT in 1994/95
to about 41 millT by 1999/00, or by 13 millT. These are rough estimates because the
ability to reach the Government’s ambitious growth targets will depend on many factors
and on various important reforms. The future growth in foreign trade volume will depend
on policy decisions relating to the exchange rate, credit and banking policies, trade
liberalization, investment incentives, export promotion, international prices, and other
trade related issues.

4.2.2 Port Capacity

A key factor for the future success of the Government’s Economic Development
Plan is whether or not Egypt’s ports are in a position to handle efficiently an increase in
annual trade volume of the order of 13 millT. This question can also be reformulated:
What will it take for Egypt’s ports to be able to handle an 13 millT increase in trade
volume five years from now?

Without any efficiency improvements, the increased capacity needed will be about
the same as the combined present capacity of the two commercia ports, Damietta and
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Dekheila. An indication of the investment cost involved to develop that much additional
capacity is the $365 million that was needed to develop 5.7 million tons capacity in the
first phase of the Dekheila port development. Terminals and new ports with an additional
capacity of 11 - 15 million tons per year will require investments in excess of $700 million.
The current budget for maintenance and investments by the Port Authorities in Egypt is
only about $35 million per year. The annua level of tax revenue accruing to the
Government from the state-run Port Authorities and state-owned port operating
companies is only US$61 million. The Government would have to forego al of its
revenues from the ports during the next five years and still not be able to finance these
major investments for capacity expansion without the help from the private sector or
substantial borrowing or transfers from other budgeted expenditures.

Information from the state-owned operating companies indicated that they
generated in fiscal 1994/95 a total of $75 million after tax profits plus $60 million in tax
exempt income to offset depreciation and from dividends earned. These funds should go
mostly for maintenance and replacement of port equipment and installations, with little left
for mgor investments in new terminals and other new installations to expand port

capacity.

At present levels of efficiency, there is insufficient capacity to handle the estimated
required increase in trade volume. Berth utilization of about 70% currently cannot be
increased much without causing very costly delays for ships arriving and departing. For
container handling, berth utilization should not exceed 40% to ensure a smooth, time
effective operation. Without the improvements in efficiency enumerated in this Report,
some ports are dready reaching capacity levels, particularly container handling at
Alexandria and Port Said and general cargo at Alexandria. Although there is scope for
further growth at Dekhella, Damietta, and the ports near Suez, they have nautical access
constraints that are costly to contain or remove. After implementing the efficiency
improvements recommended in this Report, an additional 5 millT of cargo capacity would
probably become available at the ports without additional mgor investments in new
terminals. The remaining 8 millT of port capacity needed in year 2000 would have to be
built with an investment of around $700 million.

4.2.3 Employment Effects

It is not possible to calculate accurately the net effect of the proposed port reforms
on employment, because employment will be affected in many different ways from
institutional and legal changes of the port sector. The state monopolies offering port
services employ currently about 18,000 workers, excluding employees of the holding
companies. Out of this total, about 3,000 are employed by the state-owned shipping
agencies, 5,000 in container handling, and the remaining 10,000 in stevedoring and
warehousing. Pressures on these companies to become more competitive would lead to a
very gradua reduction in the work force in future years. Conversion of the state
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companies to private ownership and management through the sale of shares would
produce a somewhat larger reduction of the work force. The largest potential redundancy
in the work force can probably be found in the shipping agencies.

De-monopolization by opening port services to the entry of private firms in
competition against the existing ones would force these to seek to be competitive. As part
of this effort they would scale back their work force; however, the new private companies
entering port service would hire workers, thus ameliorating the net negative effect on
employment. Dissolution of a state enterprise would cause a mgjor loss of employment.
Transferring terminal operations to private companies on a concession basis would result
in reduced employment, unless the contract specifies labor force stability during an initial
number of years. Investments in new terminas and expansions of other port facilities as
well as extensive repairs produces temporary employment for construction workers as
well as permanent jobs to operate the new facilities.

Far larger than the direct effect on employment is the indirect one resulting from
reforms in the port sector. Gain or loss of employment in the port increases or decreases
wages and salaries which becomes reflected in the volume of daily purchases of goods and
services in the community. This produces a multiplier effect on sales and other business
activity which affects employment is many diverse activities.

New investments, expansions, repairs, and maintenance at the ports generates a
large demand for many types of supplies and equipment and services, generating
production and profits and employment among diverse local firms. Installation of new
private firms in the ports or new regular shipping line scheduling produces a demand for
offices and office workers at the ports.

Greater efficiencies at the ports, including faster turn-around of vessels and
containers and speedier cargo handling and customs clearance may result in small
reductions of redundant workers. Similarly, streamlining documentation procedures and
less bureaucratic red tape at the ports may cause some office workers to lose their job.

Greater efficiency at the ports and lower port costs would help make exports more
competitive and imports cheaper and encourage more frequent direct liner scheduling. To
the extent these devel opments would help stimulate more trade and bring more business to
the ports, it would produce more employment directly at the ports and indirectly in the
community and in transport accessing the ports. Most importantly, it would have a
substantial positive direct and indirect impact on employment in the export sectors and in
al production and service sectors supplying the export sectors.

Larger tax revenues accruing to the Government from firms benefiting from
improved port services would permit the Government to spend additional funds on
employment creating activities.



Although the aggregate direct and indirect employment effects from port reforms
cannot be measured easily and accurately, there is no doubt that the net employment effect
would be substantially positive.

4.2.4 Revenue Effects

According to available information, the Government of Egypt received a net
transfer of only $61 million in fisca 1994/95 from the Government operations of the
commercial ports. More specifically, 205 million Egyptian pounds were transferred to the
state budget in the last fiscal year by the Port Authorities, the state shipping agencies,
stevedoring, container handling, and warehousing companies, assuming no revenue
transfers by their parent companies. Only a net amount of 35 million pounds (US$10.4
million) came from the four Port Authorities, which collect port dues, light dues, towing
charges, fees from piloting services, moving crane hires, and fines imposed for pollution or
berth damages. Heavy external debt service for foreign supplier credits when the ports of
Damietta and Dekheila were built accounts for the small size of the net transfers. In fact,
the ports are now requesting that future debt service be fully paid out of the Government’s
budget.

The revenue situation of the state monopolies providing port services was as
follows:
Mill. L. E. Mill. US$
All state port monopolies

Total gross revenue 2,257 666
Operating and other costs 1,629 480
Net revenue, before tax 628 185
Tax exempt income 203 60
Taxable net revenue 425 125

Income tax (40%) 170 50

The tax exempt income consists of retained earnings to offset depreciation and
dividends received from shares held in the other state monopolies that presumably paid
taxes on dividend distributions. The most profitable, but least taxed among the state port
monopolies were the shipping agencies.

Mill. L. E. Mill. US$
Shipping agencies only

Total gross revenue 834 246
Operating and other costs 492 145
Net revenue, before tax 342 101
Tax exempt income 160 a7
Taxable net revenue 182 54

Income tax (40%) 73 22
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The shipping agencies generated 54% of the net revenue of the state port
monopolies, but enjoyed nearly 80% of al the net income that escaped taxation. Shipping
agencies are drictly service companies that have only very small requirements for fixed
investments, mostly office space and furniture. Yet they escape taxation of a
disproportionate share of their net revenues, presumably by diverting some or most of
these revenues into investments unrelated to the activities of shipping agencies. To
administer and supervise these activities probably accounts for the relatively large labor
force of 3,000 employed by the two state shipping agencies.

Shipping agency fees are paid directly or via freight charges by the Egyptian
exporters and importers. That burden is substantial. The Government collects in tax
revenue only 8.7% of these shipping agency fees. There is little doubt that these fees
would drop to afraction of their present level, if private companies were freely permitted
to compete for this business and shippers and ship owners were free to choose among
competing agencies. The fees would decline to the level customary in ports of other
countries paid by competitorsin Egypt’s export markets.

There would be some net loss of employment when the state monopolies are
forced to adjust to competition. Currently, some of this manpower, however, is very likely
redundant and unproductively employed, because shipping agencies normally require only
a small fraction of these 3,000 workers to run this business. More efficient, less labor
intensive agency operations charging lower fees would probably still be profitable. If they
paid income taxes on a larger share of their net revenue than the state monopolies, the loss
in government tax revenue as a result of competition may prove to be relatively minor. It
will be more than offset by the income tax paid by exporters and importers on larger
income as aresult of paying much smaller agency fees on the shipment of goods.

In the broader context, it seems clear that the tax revenue paid by the state port
monopolies is relatively modest at only $50 million per year. The proposed reforms in this
Report would result in generating substantially more annual revenue for the Government
after private companies are allowed to participate in port services and generate more trade
and vessel arrivals, reduce costs, invest in expanding port capacity and making port
operations more efficient, and building specialized commodity ports and transshipment
terminals. More revenue would be spent on maintenance, repair, and replacement, while
increased productivity would generate larger incomes.
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S.OINSTITUTIONS AND LAWS GOVERNING PORT OPERATIONS

The close institutional relationship between the Port Authorities and the state-
owned companies providing port services is illustrated in Appendix A, Table 5.1. The
Board of Directors of each Port Authority is composed of the chairman of each state-
owned shipping agency, stevedoring, and container handling company of the port in which
they operate, as well a representative each from the Ministry of Transport, Economy, and
Supply & Trade and the customs administration, the local governor, and other community
representatives. Each Port Authority in turn owns stock in state-owned companies
operating in its port. The interlocking relationship between the Port Authority and the
state-owned port operating companies would probably make it difficult for private
companies to be able to compete under equal conditions against the existing state
companies once their monopoly status is lifted, unless this “cozy” reationship is
terminated.

Laws and decrees prescribe how the Port Authorities are organized and how they
should operate. Basically, the Port Authority in each port

- supervises compliance with the port policies established by the Ministry of
Transport, such as fee structures to be charged for port services, observance of safety and
environmental standards,

- acts as the Government’s landlord over the water, land and infrastructure of the
ports and maintains its infrastructure;

- oversees the smooth functioning of all aspects of port operations; and

- performs port services normally performed by Port Authorities, such as pilotage,
tugboat services.

In accordance with Article 7, Law 12 of 1964 (Appendix A, 5.2), “maritime
transport activities, including freight forwarding, loading and unloading, catering of
vessals, maintenance of maritime supplies, as defined in a subsequent decree by the
Minister of Transport, shall be restricted to persons or entities registered by EPOMT (the
Egyptian Public Organization for Maritime Transport, created by the Ministry of
Transport to administer this law). Registration shall be confined to public organizations or
companies wherein the Government holds at least 25% of its capital. The Minister of
Transport may, however, after consultation with another concerned Minister, authorize
exceptions to these provisions when the need arises.”

Law 12 of 1964 effectively created state monopolies over al port services. All
container terminals at the commercial ports are operated by state-owned companies.
Container handling is done by state-owned companies. Private companies are confined to
stevedoring on ships at anchor, while state-owned companies perform stevedoring for
ships at berth (with two exceptions). State-owned port operating companies include:
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United Arab Stevedores A general cargo stevedore

Genera Warehouse Company An operator of container freight stations,
warehouses and cold stores

Suez Mechanical Stevedore Company A dry bulk and general cargo stevedore

Genera Silos & Storage Company A dry bulk silo operator

Martrans A freight forwarder

Except for the United Arab Stevedores which are restricted to Alexandria/Dekheila, and
Suez Mechanical Stevedores which operate in the Red Sea ports, the above companies are
authorized to provide services in al Egyptian ports. In addition, container handling and
container termina operations (including CFS operations) are in the hands of companies
established for particular ports. Specifically,

- Alexandria Container Handling Company (Alexandria & Dekheila)
- Damietta Container Terminal Stevedoring
- Port Said Container Termina Stevedoring

Decrees 33 of 1993 and 19 of 1995, issued by the Ministry of Transport, have
granted exceptions to the provisions of Law 12. Decree 19 “allows the Egyptian private
sector to perform mechanical loading and unloading in the port of Port Said and Damietta
and al related works, especialy building and managing a silo for grain in the ports, and
after obtaining a license from the Ministry of Transport.” The conditions for granting the
license were that the company had to be a joint stock company headquartered in Egypt
with a capita of no lessthan L.E. 20 million. This decree was specifically designed for one
private importer in Damietta who could meet these conditions. Subsequently, a similar
exception was made for a stevedoring company in Dekheila. According to the Under
Secretary of Maritime Transport, any private company can now obtain this exempt status,
if it can prove that it will employ a minimum of L.E. 25 million ($7.4 million) worth of
equipment and working capital for its stevedoring operation. Some local private
executives consider this condition onerous and unnecessary.

Private companies are allowed to discharge charter cargo and grain at anchorage at
Alexandria and this business is flourishing. (Decree 106, 1978). Decree 33 of 1995 allows
dry bulk stevedoring at Dekheila and a private company is aready constructing silos there.
A private operator is managing a small container yard in Adabiya. Law 1 of 1966 permits
private nationa or foreign companies to build and operate specidlized single commodity
ports under the supervision of the Ministry of Transport. The First Under Secretary of
Maritime Transport has indicated that Amoco is interested in building an oil terminal near
Damietta and a foreign investor a $150 million chemica termina a Dekheila under the
new provision. These are indications that the Government is willing to adopt a more
flexible future policy toward private participation in port operations, provided the private
companies are willing to make major investments.
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Shipping agencies are state-owned and controlled by two parent companies, Canal
Shipping Agencies and Alexandria Shipping Agency. Each controls four subsidiary
companies. All of these companies in turn are controlled by ether the Holding Company
for Inland Transport or the Holding Company for Maritime Transport (Appendix A, Table
5.3). Ship owner’s, however, hire private protection agents or ship's representatives,
which are tolerated to perform unofficialy shipping agency functions of expediting the
vessels operations in port. The Government plans to sell minority share participation in the
Government shipping agencies to employees and to private investors. This planislabeled a
privatization and the splitting of each of the two shipping agencies into four subsidiariesis
considered to generate competition. Privatization, however, will happen only after private
investors control a majority of the shares and a maority of the seats on the Board of
Directors, with the right to replace the existing management team. Competition will
emerge only after private companies are permitted to freely operate their own shipping
agencies in competition against the existing state companies.

Silos and grain handling are provided at Alexandria, Damietta, Port Said and
Safaga by the Silos and Storage Company which resides within the Ministry of Supply and
Home Trade.

There are port related transportation services which directly affect the operation of
port services. These include companies engaged in inland barge service, rall service and
local and long distance trucking. Except for the railroad, these companies are controlled
by parastatal holding companies which report to the Ministry of State Enterprises
(Appendix A, Table 5.3). The adequacy of roads and public utilities also directly affects
the efficiency of ports, but an analysis of these servicesis beyond the scope of this study.

The plethora of laws and decrees which provide for the establishment and
operation of Port Authorities and the service companies is summarized in Appendix A,
5.4. They list the most relevant existing laws and decrees creating each entity and the
subsidiary decrees which have affected the jurisdiction and operation since the state
monopolies were created. A few amendatory decrees of the Minister of Transportation
and Communications are included, the most important of which is Decree 19 of 1995 that
permitted the first private company to provide onshore stevedoring.

These laws and decrees in turn are grouped in Appendix A, 5.5 according to laws,
Presidential decrees, Ministerial decrees by the Minister of Transportation and
Communications; decrees by the Governor of Alexandria concerning the Port of
Alexandria; and Alexandria Port Authority decrees. The laws and decrees in each category
are listed chronologicaly and the responsible executing agency is identified. Finally the
entity or function affected by each isidentified. These appendices provide an overview of
the legal web in which port services are entangled.
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The recommendation in this Study to abrogate Law 12 of 1964 would terminate
the state monopolies and replace it with a law that would allow private companies to enter
all areas of port services, except for the functions performed by the Port Authorities, and
offer port services in competition against the state-owned operating companies. It would
also alow the complete privatization of the state companies and for them to operate as
private companies. To prohibit interlocking Boards of Directors, the Government would
have to issue such a law or decree. It would trigger a new decree for each Board of
Directors, modifying its membership rules.

Law 24 of 1983 gives the Ministry of Transport and Communications the authority
to set the fees imposed by the Port Authorities and the commissions charged by the state-
owned shipping agencies. The Ministry of Transport also sets upper and lower limits for
fees charged by the state-owned stevedoring companies, whose Board of Directors then
establishes within that range the actua fee charged. Under new regulations, the Boards
can reduce existing fees, but still require prior authorization from the Ministry before they
can raise them. In practice, they discuss any change in fees with the First Under Secretary
for Maritime Transport before approving them. To deregulate some or al of the price
controls over port charges, Law 24 of 1983 and related implementing regulations should
be terminated. As the state monopolies and price controls over port services are phased
out, the majority of the Ministerial decrees will become superfluous.

The Port Authorities should retain their regulatory authority over health, safety
and navigation. The Port Authorities should continue to administer most or all of the
services currently directly under their control, such as pilotage and the assignment of
berths.. The Ministry of Transport could de-control the tariffs charged by the Port
Authorities for use of their facilities and those of the container terminals and CFSs. The
Ministry could set an upper limit to ensure that port service remain competitive with those
in ports of other countries. It could set lower limits for charges by the Port Authorities to
ensure a minimum flow of revenue. The actual rates paid by users of port services should
be allowed to vary and be negotiable in order to encourage competition among ports
benefiting Egyptian exporters and importers. The Port Authorities should be free to
compete among themselves as well as with the foreign ports in the region.
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6.0 EGYPT'SPORT OPERATIONS
6.1 I ntroduction

Egypt relies on maritime transport for the largest share of its foreign trade. There
are four large ports, Port Said, Damietta, Alexandria and adjacent Dekheila, on the
Mediterranean and a total of nine ports on the Red Sea, under the Ministry of Transport
and Communications. In addition, there are several loading terminals for petroleum,
mainly on the Red Sea. The ports on the Mediterranean, Suez and Safaga are all
connected by road and rail services to the rest of Egypt. Alexandria and Damietta are also
linked with the Nile river by canas. Three Port Authorities have loca jurisdiction (Port
Said, Damietta and Alexandria/Dekheila) while the Port Authority for the Red Sea Portsis
aregiona authority.

Within each Port Authority there are major departmenta divisions of authority.
This study concentrates on ports and port services and does not provide details on
administrative departments, such as finance and accounting; or subsidiary operating
departments, such as engineering. The principal operating departments that interface with
users of port services are the marine department and the harbor master. (Appendix A,
Table 5.1) The harbor master provides pilotage and the supporting radio and radar
services. The marine department provides tugboats (and tug masters), pilot boats (and
masters), launches (and boat handlers) line handlers and floating cranes (along with the
crane operators and engineers necessary for their operation. An exception to this is at
Port Said, where pilotage and tugboat services are provided by the Suez Canal Authority.

The port of Alexandria and adjacent Dekheila dominate the traffic volume for
Egypt. In 1995 they handled some 18 million tons of dry cargo, compared to Damietta
with 8.9 million tons, Port Said with 5.8 million tons and the Red Sea ports with some 3.1
million of dry cargo. The total of dry cargo handled, including transshipped containers,
was 35.8 million tons (Appendix A, Table 6.1-6.4). Alexandria is an old, multipurpose
port, congested, with insufficient space for expansion due to its location in a maor
metropolitan area. This situation does not correspond to the needs of modern cargo
handling. Dekheila has been developed nearby to overcome these constraints, initially for
handling of bulk commaodities, such as coal and ores for the adjacent steel mill, and more
recently for handling containers and grain imports. Damietta is also a new port developed
only in the last decade, initidly for grain imports, but in the last four years increasingly
also for substantial container traffic for transshipment, taking advantage of its proximity to
the Suez Canal. Port Said is used for grain imports, passenger services, and more
recently containers. The Suez ports (Port Taufiq and Adabyia) are multipurpose ports for
general cargo traffic in the Red Sea area (including roll-on/roll-off services to Saudi
Arabia).
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6.2 Current Operating Conditions

The efficient and competitive delivery of port services in Egypt is frustrated by:

- the condition of the port infrastructure which ranges from poor at Alexandriato
good at Adabiya and Dekhella;

- the poorly maintained majority of cargo handling equipment in Egyptian ports;
and

- the excessive costs of moving cargo in Egyptian ports.

These problems are reflected in freight rates charged by international container
shipping companies serving Egypt. For example, the freight charge on a 20 foot dry
container from Northern Europe to Alexandria is between $280 to $500 higher than to
Piraeus, and $650 to $1,000 higher for a 40 foot container. Termina handling charges
(stevedoring, transport to the first point of rest and delivery to consignee’s transport) for
containers on liner terms range from approximately $183 to $225 for a 20 foot dry
container and $367 to $441 for a 40 foot unit. This compares to $109 and $117 in
Antwerp and $100 (20 or 40) in Zeebrugge. Northern Europe has some of the highest
labor rates in the world.

- Although there are variations from port to port, some of the cargo handling
practices are among the worst observed anywhere in the world. Housekeeping
and maintenance are practically non-existent; and the physical condition of the
infrastructure is mostly fair to poor, and particularly bad in Alexandria. This
situation adversely impacts the ability of the stevedores to handle cargo and to
achieve reasonable throughput rates. The container terminals are in marginally
better condition.

- Adgde from the new container cranes and handling equipment at Dekheila, the
container equipment complement at the other ports can be considered fair to
good at best. The ship-to shore cranes at Damietta are currently being
refurbished and up-graded after being in service for only five years.

- Equipment for handling genera cargo (cranes, forklifts, terminal tractors etc.)
by the state-owned stevedoring companies is either inoperable or in poor to fair
condition. The equipment of United Arab Stevedores at Alexandria is mostly
junk and should be sold for scrap.
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The foregoing is only a sample of the most obvious operational problems in
Egyptian ports. To date the state monopolies responsible for these operations have not
had the incentive nor come under pressure to re-invest enough of their earnings to
adequately maintain port equipment and installations. Nothing of substance will change
until the monopoly status and practices by state companies are replaced by competition
from private companies, which creates the inducement or the incentive to improve service
and reduce costs.

B The Shipping Agencies

Unreasonable and excessive port charges are created by the operations of the
Government shipping agencies. They do not adequately perform their function of shipping
agent, that is, expediting the movement of vessels and cargo through the port. For this
reason, a paralel, unofficial function of private “ship’s representative” has emerged. These
private companies do perform as shipping agents the indispensable task of ensuring the
timely submission of correctly filled-out documentation and timely performance of
necessary tasks of loading and unloading of vessels. Egyptian exports and importers pay
for this duplication of shipping agency services partly directly, but mostly indirectly viathe
higher freight bill, which includes the charges collected from the ship owner.

The Government-owned shipping agencies customarily “pad” the bills presented to
the vessal owners by over-charging for services or by charging for services they did not
perform. The official tariff schedule merely lists the charges they can claim, but it does not
authorize charging if the service is not performed. Yet this is the practice among the
shipping agencies. An example of a hill specifying such “padded” charges is attached in
Appendix A, Table 6.5. These monopoly practices enable the Government shipping
agencies to maintain an excessive work force of 3,000 and still generate net revenue of
L.E. 342 million last year, paid for by Egyptian exporters and importers. Allowing vessel
owners to choose among competing public and private shipping agencies would lead to
better service and lower cost.

B Ship Performance

A good agent will always seek to improve the vessel performance and reduce its
time in port. The time vaue of a ship is roughly reflected in its demurrage rate or daily
charter hire. For small genera cargo ships it can be as low a $5,000 per day; for bulk
carriers of 40,000 to 50,000 DWT it ranges from $12,000 to $15,000 per day and for
Panamax container ships it can be as high as $50,000 or more, exclusive of the daily hire
on the containers on board. To expedite the handling of the vessel and the cargo, the
agent will attend every step in the process of bringing a vessel on berth; discharging the
cargo; collecting the freight and charges due; and in the vessel’ s departure.
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Appendix A, Table 6.6 shows a flow chart based on the process for handling
vessalsin Alexandria. The flow from one function on the chart to the next is not smooth.
In fact it is discontinuous. The agent’s task is to make that flow as continuous and as
smooth as possible. Without these representatives, productivity in Egyptian ports would
be lower than it is now.

A typical example of the impact of port performance on service levels and costs is
demonstrated in Appendix A, Table 6.7. It shows a ship report of a 43,500 DWT bulk
carrier which discharged wheat at Alexandria. All five hatches were workable. To the
right of the reporting event the time lost (non-working, not due to the fault of the ship or
cargo) isindicated. The two major factor were the long delay in testing the ship and cargo
for radiation and the time after finishing unloading the cargo and departing of the vessdl.
Some of that time was probably spent on unloading equipment on the vessel used for
unloading cargo. Nonetheless, vessal time lost in port appears excessive, reflecting some
of the inefficiencies in Egyptian port services. In this case, total chargeable time was
196.70 hours; of which nearly 10% was dead-time. Assuming $12,000 per day demurrage
($500 per hour) the vessel lost nearly $10,000. As this vessel was under charter,
assumptions with regard to productivity are included in each charter party and thus in the
freight cost of the commodity. Every vessel caling Egyptian ports reflects such
considerations either in the freight (if it isaliner vessdl) or in the cost of the charter party.

Another detail illustrates operating limitations of the port, which required part of
the cargo to be discharged (by a private stevedoring company) at  anchorage in order to
lighten the vessal. Altogether 6,580 MT were discharged in 36 hours or 182.8 tons per
hour. This compares to the 250.7 tons unloaded per hour at berth by the more productive
shoreside equipment (two large discharge towers; each with two feeders). Lightering is
done into small barges using relatively low capacity portable equipment and is normaly
avoided because of its additional cost, but was necessary because of the depth limitations
at the berth. The lightering operation was conducted by a private bulk stevedore who
supplied adequate discharging equipment in good working order and the gangs worked
continuously which minimized the cost.

B Working Areas

Lack of adequate planning and management of resources was also apparent at
some ports. In Alexandria, for example, long lines of trucks were observed waiting to use
asingle scale. At one weighing station, there were two scales, both operable. Apparently
one was reserved for inbound trucks, as one empty truck was observed using the scale.
Both scales should have been in use for the outbound traffic because an occasiona
inbound truck could have been easily accommodated. Furthermore, other nearby scales
were unused. Adding to the congestion, was a closed gate near the scales, which could
have been kept open to help speed up the process.



At Port Said, Dekheila and Damietta consignee’s trucks are alowed to be inside
the container yard to deliver or pick up containers. The assumed efficiencies of direct
delivery inside the port becomes illusory particularly as the terminals approach their full
throughput capacities. The throughput of the container terminals can be increased
substantially by effecting delivery and receipt of containers in a designated drive-through
area using top-lifts. The container yard and the ship cranes should only be serviced by
chassis using terminal tractors or yard hustlers.

To the poor planning, work habits and lack of meaningful supervision, one must
add deteriorated infrastructure and inoperable or deficient equipment. Appendix A, Table
6.8 provides a genera inventory of the cargo and container berths available at the
principal portsin Egypt. Appendix A, Table 6.9 provides an inventory of the mechanical
cargo handling equipment of the public sector stevedores in these ports. Unfortunately,
some of the published information is out of date and in conflict with what had been
observed on the ground. These tables should, therefore, be treated as rough summaries,
with some of the information adjusted to reflect field observations.

All of the ports, with the exception of Port Taufig/Adabyia, suffer from bad
housekeeping to outright neglect. At Alexandria, trash, used dunnage, derelict equipment
and cargo handling gear litter the landscape. This debrisinterferesin traffic patterns, clogs
working areas and creates safety hazards. The roadways as well as traffic lanes in the
working areas seem to have never been maintained or repaired. Some of the deficiencies
stem from poor or incomplete original construction. Where a four lane road is reduced to
two lanes, traffic flow is reduced by up to 50%. Debris such as pig iron, rail tracks and
heavy dunnage can severely damage vehicles and cause serious bodily harm. Exposed,
embedded metal (such as foundations or stanchions) can cause tire damage and break
wheels. Thereis a substantial amount of scrap metal lying about the ports, particularly in
Alexandria, which could probably be sold to a nearby stedl mill.

Some of the disrepair can be traced to improperly completed, or incomplete
construction and installation. Open holes and variations in grade large enough to cause
damage to large trucks abound. In Alexandria, the covers to the underground conveyors
a the grain silos are broken and some are missing. Traffic, therefore, must divert to a
secondary road to avoid faling into the conveyor pit. Most of the general cargo and
multi-purpose berths are in similar bad or worse condition.

Recommendations for a series of easy improvements in port operations at relatively little
cost, but considerable impact on operating efficiency are detailed in Appendix A, 6.10.
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7.0 BURDEN OF PORT SERVICES FOR EXPORTERSAND IMPORTERS

7.1 Introduction

Egypt had a sizable trade deficit of US$ 7.8 hillion in fiscal 1994/95, which was
covered by tourism receipts, remittances from Egyptian workers overseas, Suez Canal
tolls and foreign aid. Imports amounted to US$ 12.8 hillion, oil exports US$2.2 hillion
and non-oil exports were only US$ 2.8 hillion. Encouragement of exports is of high
priority for the Egyptian Government. The total trade volume (except oil) increased from
close to 23 million tonsin 1990 to over 28 million tons in 1994. The number of containers
handled in and out of ports increased from 335,000 20-foot equivaent units (TEU’S) in
1990 to 1.1 million, including 700,000 transshipped in 1995. (Appendix A, Tables 6.1-
6.4). Egypt’s container traffic represents about 1/3 of total container movements in the
Eastern Mediterranean, a market estimated to grow at least 6% yearly until year 2010.

Transport costs represent roughly 11% of the CIF cost for imports to Egypt and a
relatively high proportion of the price of its exports. A high cost of imports aso affects the
cost of exports which use imported raw materials or components. For this reason, the
competitiveness of Egyptian exports is influenced both by the freight rates and port costs
for exports as well as the costs of inputs imported by exporters. In addition, there will be
capacity constraints in certain ports, if efficiency does not improve. The capacity
constraints will trandate into costly delays for ships and cargo.

The products which Egypt has been able to place in the export market in the
recent past are rice, preserved vegetables, prepared sugar, petroleum products and
petroleum-based chemicals, manufactured fertilizer, essential oils, textile yarn and thread,
cotton fabrics, floor covering, pig iron and steel shapes, auminum and clothing.
(Appendix A, Table 6.3). Some of these products move in bulk, such as petroleum and
chemicals, but most are or could be containerized.

7.2 General Cargo and Containerized Cargo

Depending on unit value and distance (to the importing country from Egypt), the
total sea and inland freight rates and port costs for containerized export cargo represent
9% to 14% of the CIF price for cotton, a typical example. For perishable commodities,
such as oranges, if refrigerated containers are required, the freight and port costs can
approach 40% of the CIF price. At this level of costs, the market for exports is very
small, if a al viable. According to one estimate, port transaction costs alone range from
7% for cotton to 14% for oranges.

These estimates of freight and port costs do not include the cost of insurance
and/or losses and damages in trangit. Inefficient cargo handling and the practice of
stripping/stuffing (loading/unloading) of containers inside the ports increase these costs
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for certain cargoes. Merchandise is removed from containers in the ports in large part
because a customs deposit (equivalent to an import duty) is collected for containers
leaving the port. This levy is in addition to the duty collected on the value of cargo in the
container. These deposit payments are refunded when the containers are returned to the
port under a draw-back procedure which is cumbersome and time-consuming. Leaving
and storing the containers in the port avoids paying the customs deposit. The unloading of
the containers in the port, however, removes the protection the container provides to the
cargo during the transport to the final consumer. The practice of leaving containers in the
port area encourages the exporters to stuff containersin the port rather than at the factory,
thereby eliminating the advantage of door-to-door service. In Alexandria the containers
parked in the port congest the open areas and adversely affect the port’s cargo handling
capacity.

Ocean freight rates reflect some, but not al, of the inefficiencies of the ports in
Egypt. For containers, these rates are some 15-20% higher for destination to Alexandria
than to some other ports in the Eastern Mediterranean. For exports in containers, these
rates are lower than for imports due to the imbalance of cargo flows in the area with more
containerized imports than exports. The exception is cargo in refrigerated containers
which can be three times as expensive as norma containers for dry cargo. An order of
magnitude of the negative impact of the difference in freight rates can roughly be
estimated by the number of inbound containers multiplied by the freight rate differential.
For the 200,000 TEU (twenty-foot equivalent unit) containers imported in 1995, this
differential amounts to more than US$ 35 million in the case of a freight rate differential
from Northern Europe of US$ 175 per TEU relative to other destinations in the Eastern
Mediterranean.

The cost of handling containersis also out of line with the levels prevailing in other
ports of the region. These costs should be in the range of US$ 120-180 per TEU (twenty-
foot equivalent unit) whereas in Alexandria they are US$ 220-225 per TEU (based on
liner terms). For Egyptian customers, paying for these services directly, the rates are
guoted in Egyptian pounds, which trandates to US$136-147 per TEU. In other foreign
container ports, tariffs vary widely, as indicated in the attached table (Appendix A, Table
7.1). The variation is between US$100 and US$221 per TEU, with the cost of handling in
Alexandria far outside this range. Other Egyptian ports set different tariffs. The high
container handling costs are partly offset by lower costs for unloading and loading of
containers as result of very low labor ratesin Egypt.

In addition to the costs of container handling, productivity is an important cost
element, not only for the use of the vessals, but also of the containers. The daily rental
cost for containers varies but is mostly of the order of US$ 5-8 per day for regular
containers and US$ 30 per day for refrigerated containers. Long dwell times (time
between arrival of the container and its subsequent departure) for container cause the
shipping companies additional costs, which will be reflected in higher freight rates or
demurrage expenses. The container owner also pays storage fees to the port after a few
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days of free storage. The free time for containers without extra cost for storage ranges
from 5 to 20 and up to 30 days, depending on the port. All of these additional costs are
charged to the Egyptian exporters and importers.

Trangit time is a very important cost element for high value goods, and especialy
those that are perishable or have to meet very defined delivery times. Any deviation from a
set schedule can prove to be very costly. Lost business as a result of delays or dow
handling procedures is sometimes impossible to recover.

7.3 Bulk Cargo

For bulk cargoes (of grain, fertilizer or coal) and full shiploads of lumber or other
such commodities, the port costs are fully reflected in the freight rates since these cargoes
are under a separate contract (charter party) for each shipment or contracts for several
shipments (contract of affreightment). These contracts also include provisions for
demurrage, if certain loading and discharging times are exceeded (or a rebate, dispatch
money, if times are substantialy reduced).

Several congtraints for bulk cargoes have been identified in Egyptian ports.
Among the constraints are the draught of vessels allowed (determining the size of vessels),
the efficiency of individua terminals, the reliability and security of transport, and the
interface between rail, road transport and barge services and port operations. Several of
these factors interact with each other and determine the total cost of transport and other
factors of choice for the transport user. These are critical factor for cost reductions and
for the scope for increased traffic.

One indicator of port productivity for bulk cargo is the tonnage loaded or
discharged for vessels and the time required for a ship’s stay in port. This productivity
indicator is one of the more important since the daily cost for most large vessels is US$8-
10,000 or more depending on the size, age and type of ship. The rate of discharge can
be as low as 4,000 tons per ship per day. Under those conditions, for a 40,000
deadweight ton ship with time charter rates of US$12-13,000 per day, the stay in port
would cost US$ 3-3.25 per ton of cargo. An improvement of the rate of discharging such
avessel to 6,000 tons per day at Alexandria would reduce the freight rate by about US$ 1
per ton of cargo. An even better option may be to change the unloading of such a vessel
to Damietta or Port Said, with unloading rates as high as 8,000 tons per day. Thiswould
have an impact on the freight rate of US$ 1.50-1.60. Thisis a significant cost saving for
wheat and similar commodities with a value of some US$ 200 per ton. If, at the same
time, losses of cargo in handling can be reduced from currently 5-7% to 4-5%, additional
saving of US$ 2-4 would be possible.  With some 6 million tons of grain imported to
Egypt each year, these factors aone could represent savings of US$ 18-34 million per
year.
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For handling of cargo and ships in the ports, the most directly concerned is the
stevedoring at the different speciadized terminals. These operators control the
productivity of loading and unloading of ships by their efficiency of management and the
optimal use of handling equipment. In each of the Egyptian ports most of these operations
are performed by a government-owned stevedoring firm. Discharging of ships at anchor
(lightering), however, has been allowed for private firms, but at extra cost. It is more
efficient and faster to unload a vessel at berth. The need for lightering is due to inadequate
water depth, particularly at the public grain terminal at Alexandria

7.4 General Port Services

A port provides many supporting services that only indirectly affect the movement
of cargo. For ship handling, these are services provided by the harbor masters office,
navigationa aids, pilotage, towage, berthing/unberthing, ship supplies, waste reception
and disposal and security. These services are performed by the Port Authority in Egyptian
ports.

For cargo, in addition to direct cargo handling, port services include storage
delivery/reception services, other cargo processing (verification and inspection) and
security.  The coordinator or expediter for all these activities is the shipping agency,
privately owned in other countries, but state-owned in the case of Egypt. Since shipping
agency services need to be provided around the clock and be very responsive to customer
needs, a governmental agency is not sufficiently motivated to meet these requirements
expeditioudly. The result is that many shipping companies have appointed their own
additional private ship’s representation in Egyptian ports. This alleviates certain, but not
all, of the service constraints. At the same time, the fees charged by the government
agencies range from about 2% of the freight for imports to 2.5 or 5% of the CIF value for
exports (except bulk cargoes). Thisisaburden for exporters and importers.

Because of the role of the shipping agency as a facilitator and expediter of services
to both ships and cargo, it is the practice in amost all countries that this function is open
to unrestricted competition between private agencies.

While most of the constraints relating to port services are institutional or
regulatory, there are also infrastructure constraints. The port of Alexandria currently has
draught limitations for ships above some 40,000 dwt. This limits its use to smaller
container-ships and bulk carriers. Since this is an old port the room for expansion of
storage areas is severely limited. The near-by port of Dekheila has more space and
deeper water, but suffers from inadequate breakwater protection. The Damietta port is
fairly new with very adequate space and water depth but the port requires regular
dredging to maintain the access channel from time to time. The present port facilities of
Port Said are well located in relation to the Suez Canal, with a large volume of passing
container ships, but the surface areas are too limited for future expansion. A solution to
this problem would be the establishment of a “dry port” for containers near the new
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industrial city of 10th of Ramadan on the road to Cairo from the Port Said. Suez is also
well located for the Canal traffic, but port facilities are much less developed for container
operations than those of the other ports. If a decision were made to overcome aready
apparent capacity constraints a some of the ports, magor investments should be
concentrated in one or more of these ports, near the Suez Canal.

Aside from significant intitutional reform of the Egyptian port sector designed to
make port operations more responsive to exporter needs, as proposed in this study,
investments to expand port capacity would be needed to meet future market growth. As
has been demonstrated in the case of Dekhella, investment in new infrastructure requires
major resources and a long lead time. This is one of severa reasons why at least for
specialized commodity port terminals this may best be met by investors having a direct
stake in moving the product being handled. There is a general trend world-wide for more
integration between the production and the distribution process, of which port handling is
only part of the transport chain.

7.5 Superstructure and Equipment

The port superstructure, such as surfacing, storage, workshops and offices, would
be adequate if it were in good condition. Unfortunately in many instances these
installations have not been well maintained. Rehabilitation, in particular of quays and
surface areas in the older ports, is required as well as removal of unnecessary sheds.
Repair and rehabilitation of existing port assets is by far more cost-effective than building
new installations to improve productivity. Equipment is adequate in the newer ports
(Dekheila and Damietta), but needs much better maintenance and in some cases
rehabilitation or replacement. With rapid growth of containerization, more handling
equipment will be needed to make the best use of ship-to-shore cranes. More resources
provided for equipment and surface maintenance can be justified and will provide better
turn-around for ships and cargo. Poor surface areas lead to breakdowns of mobile cargo
handling equipment which in turn requires more maintenance to avoid delays or
interruptions of cargo handling. Private operation and maintenance of port equipment has
the advantage of more rapid responsiveness to emerging problems. This is vita for port
operations to meet market needs.

7.6 Servicesto Ships

In genera, the services performed directly for ships by the harbor master,
navigation aids, pilots, towage, berthing and unberthing and provision of supplies do not
present mgor problems, but can cause delays. This is due largely to inadequate
communications (lack of working telephones and VHF links) limiting the work by the
shipping agency. Some time savings for ships are feasible by improved means of
communication.
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7.7 Servicesto Cargo

Cargo handling, storage and processing needs magor improvement. Part of the
problem lies with the condition of the equipment and surface areas, but the maor part is
due to ingtitutional and regulatory factors. A part of this problem could be resolved by
customs reform, but competition in port services would also go far in improving cargo
handling at the ports. Cargo handling and processing needs improvement for several
reasons. One is to reduce the direct cost of the operation, the other is to reduce the time
of delivery of the imported or exported cargo and a third reason is to reduce loss or
damage to the cargo.

Warehousing is another important port related function where independent service
ought to be provided. A disengagement of the central government from the operations of
the Egyptian Genera Warehouse Co. should therefore be considered. This could aim at
improving the efficiency of storage of refrigerated cargo for export where again a revival
of this market depends entirely on the efficiency of the chain of transport.
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8.0ALTERNATIVE PROPOSALS FOR PORT REFORM

In the previous sections of this report, details were presented about the operation
of state monopolies of port services. It was shown that the port installations and
equipment are not being adequately maintained and that the annual investment budget is
insufficient to expand port capacity for handling the future increases in trade volumes
related to meeting the Government’s accelerating economic growth targets. It was also
shown that the revenues transferred to the Government by the state entities from port
operations are rather modest, while sizable profits apparently remain tax exempt and are
diverted for other investments. It was also demonstrated how the lack efficient port
services and non-competitive rates translate into an added cost burden for Egypt's
exporters and importers. Areas for improving the quality of port services and lowering
port costs were highlighted. The benefits and costs of introducing competition and more
private participation in port operations and services were assessed. Case examples from
other countries were presented to demonstrate a world trend toward privatizing port
services and investments.

Based on the experience and results in other countries, Egypt can choose among
severa feasible alternative forms of organizing port operations that will meet the country’s
objectives. A case has been made in this report for deregulating and introducing
competition in the port sector. The Government has alternative options for proceeding
with reforms in the port sector. In all of the alternative options selected for discussion, it
has been assumed that the Government is willing to extend its policy of privatizing state
companies to the port sector. The basic issues to be examined, therefore, are the desirable
form of private participation, the division of responsibilities over port operations and
services between the public sector and the private sector, and the speed of reforms for
arriving at the objectives.

8. Variablesfor Alternative Port Scenarios

The aternative proposals for introducing reforms at Egypt’s ports relate to the
following variables:

Administration of ports

Operation of terminals and other port infrastructure
Operation of port services

Documentation and procedures for cargo and vesselsin port
Investments in and operation of single commodity terminals
Investments in and operation of transshipment facilities
Lega and regulatory reform.
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8.1.1 Port Administration

Port authorities carry out the administration and overall supervision of commercial
ports that handle diverse cargo from a variety of sources. Some countries have established
a single nationa port authority for al of their commercia ports, while Egypt and most
countries have a separate port authority for each port. A main motivation for establishing
a single national port authority is the exercise of centralized control over all port
operations to ensure that national port policies are uniformly implemented at all
commercial ports. Separate port authorities for each port could facilitate competition
among ports. Depending on the legal framework and the composition of the Board of
Directors, control over the port authority could be exercised by the loca government and
commercia interests. Control over the port administration and operation of each port can
vary and be oriented toward maximizing the port’s natural or economic advantages or
toward pursuing new opportunities.

Port authorities are usually national or local public sector entities, as in the case of
Egypt. They can also be organized as a joint stock company and issue shares for private
nationa and foreign investors to assist the public sector in administering the port
effectively and profitably. In either case, the Board of Directors supervising the operation
of the port authority can have representatives from the private sector, the local
government, and from the central government (Ministry of Transport, Economy, Industry,
Commerce or Foreign Trade). The goas of a national port policy or the goas for a
particular port should determine who controls the port authority and the extent of its
activitiesin the port.

The port authority should probably be under some oversight by the central
government if the main objective of the port authority is to monitor that the operators in
the port comply with all aspects of the Government’s port policy, laws and regulations.
The port authority should probably be under the control of the local government and the
local business interests if the main objective is for the port to benefit the local economy
around the port. Strong private sector participation in the port authority can be useful if
the main objective is for the port authority to adopt efficient business practices in the port
administration and to promote actively major private investments and more shipping lines
to the port. Government control of the port authority is usually exercised if the port
authority acts as the “landlord” representing the Government’s ownership and long-term
planning interests in the port. The port authority exercises jurisdiction over the land area
of the port, surrounding water and breakwater, and all fixed installations owned by the
Government.

The function of port administration and monitoring that all port operators and
users comply with the Government’s port policies and regulations should be separated as
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much as feasible from functions performed by port operators and port service providers. If
these two functions are mixed up, as in the case of Egypt, there is conflict of interest,
which hinders the efficient exercise of port operations. The practice of interlocking
directorships with Board representation by port authorities in the state monopolies that
carry out cargo handling operations and vice versa, as well as between state operating
companies, greatly inhibits competition and effective deregulation of port services. It may
even limit the Government’s ability to pursue port policies in the best national interest free
from effective interference by the specia interests of managements of the state operating
companies. The Chairman of a state-owned container handling company, for example, sits
on the Board of Directors of the Port Authority. He is in a strong position to influence
policies relating to services performed by the Port Authority and the setting or changing of
port tariffs affecting his company’s profitability and in the decison which private
companies to alow to operate in the port and hence to compete against his company.

8.1.2 Operation of Terminalsand Other Port Infrastructure

Governments in virtually all countries retain some measure of control over the
ports, for reasons of national security and planning. Ports are a key link of the transport
chain and are viewed as an important element in a country’s foreign trade strategy. The
land, surrounding water, the terminals and other mgor port infrastructure are usually
owned by the Government, as in the case of Egypt. Port authorities represent the
Government’ s interests in the ports. The fixed port installations can be operated

by the Government companies, if the Government wants to maintain total
control over the ports and finance all port investments or

by private operators under management contracts, if the Government is
interested in improving operating efficiency at the ports, but make its own
investments, or

by private operators under long term concession arrangements, if the
Government wants the private operators also to finance and carry out the
investments to maintain and expand the port facilities, or

by private companies operating under short-term leases, if the Government
wants to participate in market opportunities.

Under management contracts, the private operators are paid a fixed amount for
their efforts, regardless of the results. Under concession contracts, the operator risks his
capital in port investments and, therefore, shares with the Government’ s tax authorities the
profits from port operations. Storage facilities are sometimes leased for short terms to
private users, but berths are usually available to all vessels. A Government monopoly is
maintained over all aspects of port operations, including the operation of terminals, as in
the case of Egypt, when port operations are viewed as a public service.



Private national and/or foreign investors are invited, via competitive public tenders,
to operate ports or individual terminals essentialy in order to improve the competitiveness
of exports by lowering port costs and improving the quality of port services. Private
operators may also be able to attract major shipping lines to set up regular port calls, so
important for efficient, competitive exporting. They may be needed to introduce new
technologies to raise productivity. Only foreign investors may be in a position to make
major investments in upgrading the port equipment and infrastructure and expanding
capacity or build transshipment terminals. In the hands of private operators, the ports are
not operated as a public service, but as a business for profit to serve customers.

Major shipping lines are often interested in bidding for concessions to operate
container terminals and are willing to organize major investments for improving port
operations. Contract terms can be tailored to ensure competition. VVessels of different lines
should be alowed to use the berths and other port facilities and to contract independent
stevedoring services. As mentioned in a Working Paper on “European Sea Port Policy”
by the European Parliament in 1993 (page 8), “port competition takes place at three
different levels: among ports, among undertakings that operate in different ports, and
among operators or providers of facilities within the same port.” Thus Egypt can establish
conditions in contracts with private port operators for incentives designed to stimulate
competition at any or al three levels mentioned above. Contracts for port operations
usualy include fixed or minimum guaranteed payments to the Port Authority from the
private operator.

8.1.3 Operation of Port Services

Most services in ports, such as cargo handling, maintenance operations, piloting,
tugboat operations, and security, can be provided either by Government entities or by
private companies. Cargo handling and related services on board and on land and ship
owner representation are performed by private companies in aimost all countries. Egypt is
an exception, particularly in regard to the public sector monopoly in bonded warehousing,
freight forwarding, shipping agency, and stevedoring. Inadequate performance, described
earlier in this report, has created opportunities for some private operations. They operate
under exemption within existing legidation granted by the Ministry of Transport.

Poor service by state monopolies, excessive red tape at the ports, inflated port
charges, delays, and some arbitrary charging by Government shipping agents have raised
the costs and the risks with the result that some major shipping lines have stopped calling
a Egyptian ports. Less frequent shipping service has caused delays and raised the
transport risks for exporters, particularly of perishable products. Opening this sector to
competition among private service companies and between private and public companies
would lead to more efficient and reliable service at lower cost, benefiting Egypt's
exporters and importers.
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8.1.4 Documentation and Procedures

Streamlining, simplifying, standardizing, computerizing, and minimizing
documentation requirements and procedures for vessels in port and for inbound and
outbound cargo and containers could greatly reduce many problems for port users.
Exporters, importers, and shipping representatives have revealed that problems at
Egyptian ports have grown to the point that a group of exporters of perishable products
are searching for ways to avoid the Egyptian ports atogether by chartering air freight
services. They experienced losses from unanticipated delays in port resulting in spoiling of
perishable cargoes. Excessive red tape invites arbitrary acts by port bureaucracy, corrupt
practices, or misplaced or incorrectly filled-out documents holding up the movement of
cargo. Egypt can greatly benefit from the experiences in other countries of how to reduce
red tape and greatly speed up documentation procedures in ports. A listing to facilitate
procedures at portsisincluded in the Appendix of this report.

8.1.5 Single Commodity Terminals

Most countries permit producers/exporters or importers of a single commodity,
such as petroleum, grain, or minerals to invest in, to own, and to operate exclusively a
termina designed for handling a specific commodity for the owner’ s benefit. In such case,
the Government’s role is limited to monitoring compliance with safety standards and
environmental rules and making sure that the owner/operator observes al the termsin the
investment contract, which relate mainly to payments to the Government.

8.1.6 Transshipment Terminals

Some port locations in a number of countries, including Egypt, are particularly
favorably situated for servicing as transshipment centers. Egypt’'s Suez Cana offers an
atractive potential for major transshipment operations both at the Red Sea and
Mediterranean. A flexible attitude toward foreign investment, active promotion, and port
reform would very likely attract long-term large foreign investment commitments, despite
other transshipment facilities having aready come on stream at nearby, competing
locations.

Countries that want to build transshipment ports have invited foreign investors,
including international shipping and stevedoring companies, to make the large investments
and set up world class port operations able to compete against any other nearby service.
To attract foreign investors, Governments have offered long term concessions of 20 to up
to 50 years, along with generous tax incentives, and considerable operating freedom.

Major private investments in new terminals or development of new ports are often

made on the basis of “build, operate, and transfer”(BOT) or “build, own, and
operate’ (BOO). Under the BOT arrangement, the investor finances the investment for a
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negotiated share of profits and agrees to transfer al the assets to the Government after an
agreed period of 20 years or more. The BOO arrangement applies mostly to single
commodity export or import terminals.

A magor international hub for transshipment operations can bring substantial
benefits for Egypt. Construction of new transshipment terminals near either or both ends
of the Suez Canal would bring new investment, new construction, additional employment
and revenue, and considerable ancillary supply, maintenance, and other activities. New
terminas create new permanent jobs, in the case of Panamas new Manzanillo
transshipment terminal 570 full-time, permanent jobs. New transshipment operations may
bring additional ship transits through the Suez Cana and it would attract additional
regular scheduling by major shipping lines which could even lead to improved scheduling
at some of Egypt’'s existing ports. Increased volume at transshipment ports would also
provide opportunities for more and better service for Egyptian exporters and importers.
Potential benefits from transshipment facilities can be further enhanced by promoting the
nearby construction and operation of an industrial park for export operations and a free
trade zone for re-export assembly operations.

8.1.7 Legal and Regulatory Reform

Extensive deregulation in many countries has accompanied the introduction of
competition and privatization of or private participation in port services, operations, and
investments. Deregulation has taken many forms. Laws and regulations need to be
abolished or modified to permit termination of state monopolies in port services and allow
private national and foreign companies to operate and compete on equal terms to those
available for state companies. Fair competition implies that both public and private
companies in the same activity operate under the same rules in setting their fees, paying
taxes, bidding for contracts, obtaining services from the port authority, being inspected,
and negotiating contracts with their work force. Most countries have replaced laws and
regulations that discriminated against foreign investors by new laws guaranteeing foreign
companies equal treatment to that of national companies in order to attract foreign capital,
foreign services, and foreign technology.

Companies providing port services are usually allowed to compete not only in
quality of service, but also in the prices and fees they charge. Freedom of entry by private
companies to provide port services will result in competition when more than one
company offers the same service. This permits decontrolling fees charged for port
services. Lower port costs would result from more efficient service and lower fees. Non-
competitive high rates in an otherwise free environment produce loss of business or such
attractive profits that they invite entry and competition from newcomers seeking market
share with the result that the tariffs are driven down to competitive levels. Port authorities
should not hold equity or Board membership in any operating company, because they need
to be free to prevent monopolistic pricing practices. Port authorities can set maximum or
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minimum rates where price competition is not possible or where it may prove detrimental
to the quality of service.

8.2 Alternative Feasible Port Reforms

Egypt has a wide choice of how to manage port services. One possible scenario is
to continue the status quo with the Government retaining ownership of port assets,
through port authorities, and operational responsibilities for port services largely through
state-owned corporations, grouped under holding companies. Another possible case is the
example of Singapore, where the port authority is the sole operator of al facilities in the
port. As such, it is also the sole employer. All substantial investments in maintaining,
upgrading, and expanding the port infrastructure, superstructure, and equipment are done
by the port authority and financed by the state. The private sector participates only in such
port services as ship agency representation, warehousing, distribution, and local drayage.
Marine port services, such as pilotage and berthing tug service, are provided by the port
authority. The Singapore port operation is considered one of the most efficient and most
profitable in the world. It is unique, however, because other state operated ports have not
succeeded in attaining a satisfactory level of efficiency and competitiveness, which has
caused a worldwide trend toward various forms of port privatization. Singapore has a
highly productive, disciplined work force and abundant, educated management talent,
trained to operate like modern, technically advanced private businessmen. It would be very
difficult to replicate successfully Singapore's state port monopoly. No other countries are
currently following this example and moving in the direction of state monopolies and
greater controls over port services.

A fundamentally different approach is for the Government to retain ownership only
of the land and fixed port superstructures, while a private enterprise owns all other assets
and controls all port operations. This case exists mostly for single-user commodity
terminals, such as loading or receiving crude oil, minerals, or some primary agricultural
products.

A number of intermediate scenarios are feasible for Egypt, the more important of
which are described in further detail in this section. In addition, for each port a variant or
different case and timetable of implementation can be adopted. The most important feature
isthat private owners or a public-private joint venture would be responsible for operations
of loading and unloading of ships and cargo handling. This usualy includes ownership and
management of equipment related to these operations as well as responshbility for
maintaining surface areas and quays. Among various intermediate cases, the Port
Authority can retain responsibility for access to the port and perform such functions as
dredging to maintain the access channel, upkeep of navigation aids, security,
environmental protection, and general supervision. In other cases, the port authority
would retain ownership, but not upkeep, of such maor assets as container cranes,
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tugboats, and silos, while contracting out operation of container and grain terminals and
supporting services, such as dredging, towing, and pilotage.

Only the major aternative forms of port services can be outlined here. Variations
from these scenarios are quite possible as well as moving in stages from one of the
scenarios described below to another one or adopting one approach for some of the ports
and a different approach for any of the other ports. In the aternative feasible cases
selected, it is assumed that the Government is ready to enter into some form of partnership
with the private sector by alowing private participation and competition in port services.
A decision on how to proceed or which aspects of reforms to emphasize will depend on
the objectives the Government wants to pursue and on how it wants to reach its
objectives. These strategies and objectives can include some of the following:

attracting major international shipping services with regular scheduling for
direct service to improve access to major potential export markets;

attracting private investment to modernize port facilities and to introduce new
technol ogies and equipment;

improving the efficiency and lowering the cost of port services to help make
Egypt’ s exports more competitive in world markets;

decontrolling port charges and stimulating competition among providers of
port services within each port, among ports, and with ports in other countries,

transferring operating control over ports to experienced private operators,
while retaining ownership of port infrastructure and facilities and overall
administration of port policies for the Government;

attracting large private investments in new terminals to take care of expanding
future trade volumes;

stimulating private commodity producers/exporters or importers to build, own
and operate their own exclusive, specialized terminals;

atracting large foreign investments to create a maor international hub of
transshipment terminals by taking advantage of the Suez Canal location;

stimulating broad based Egyptian stock ownership in the country’s port
facilities and services,
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giving preference to private Egyptian over foreign investors in controlling
future port development;

retaining the existing ingtitutional and ownership structure, administration, and
operating control over the ports as well as the existing managements at the
ports, but introducing some decentralization;

maximizing or maintaining employment levels at the ports;
maximizing or maintaining Government revenue from port operations;

transferring control over and responsibilities for port operations to the local
Governments and communities where the ports are located;

privatizing by selling all Government port facilities and equipment, not the land
and surrounding water, to private companies.

Certainly not al of the above strategies and objectives which the Government may choose
to pursue would result in effective competition and meaningful private participation in port
services nor in improving the efficiency and lowering the cost of port services for Egypt’s
exporters and importers.

Below is a brief outline of several mgor alternative ways feasible for Egypt to
introduce reforms at the ports:

8.2.1 Alternative A — Private Share Participation

Case A is an extension of the Government’s current plan of selling shares in state
owned shipping agencies, aso to the workers, in order to achieve wider stock ownership
and gain labor support for privatization. In Case A all shares would be gradually sold and
thus the state companies effectively privatized.

Control over port policy in Case A would remain centralized at the Ministry of
Maritime Transport. The Boards of Directors of the Port Authorities and state companies
would be given greater responsibility to initiate, develop, propose, and implement policies
relating to operations, investments, and profit distribution. Legal and regulatory
provisions, including Law 12 of 1964, governing the state monopoly over port services
could remain unchanged initially, but will have to be changed when equity control in these
state companies passes to private shareholders.
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Control over tariffs and fees charged for port services would stay with the Ministry
of Maritime Transport, which ultimately approves changes in port charges proposed by
the Board of Directors of the Port Authority or a state operating company at the ports.
Tariffs and other fees will be set with the aim of remaining competitive with ports in other
countries and subsidizing the rates paid by exporters, while “taxing” those paid by
importers. Thus market forces do not trigger changes in fees nor determine their level,
except that the Government uses the tariff levels prevailing in other countries as
benchmarks when it decides to change its port tariffs and fees.

A separate Port Authority at each port is responsible to the Ministry of Maritime
Transport for monitoring and enforcing compliance with the Government’s port policy at
each port. The Port Authority currently sits on the Board of some state operating
companies and a member of their Board or management, usually the Chairman, sits on the
Board of Directors of the Port Authority. The local government, the Governorate, is aso
represented on the Port Authority Boards. These interlocking Directorships inhibit
competition and the efficient functioning of ports. They also highlight a conflict of interest
because the Chairman of a state operating company sitting on the Board of the policy
supervising Port Authority has opportunities to influence Government decisions on prices,
subsidies, profit alocation, and other key policy decisions which critically influence his
company’s performance. A good case can be made for discontinuing interlocking
Directorships and share holding where it creates a conflict of interest, particularly after
companies are privatized and after private participation in port services results in pressures
for discrimination.

Privatization of port services can be carried out in several different ways,

by outright sale of the state companies providing port services,

by the sale of shares to private groups or in the stock market,

by forming joint ventures between the state companies and private firms, or

by alowing private companies to compete against the existing state companies.

Under the Government’s current plan, private participation of only the shipping
agenciesisto be phased in very gradually. Shares representing 10% of the equity are to be
sold to the employees and 30 % to private investors, through the local stock market.
Dominant state ownership and control over these companies will remain unchanged.

Increasing share ownership in port service companies by the public is a positive
step toward privatization. Aside from gradual private share participation, however, little
else of substance is being changed by the Government. Law 12-1964, which grants these
state-owned company a monopoly over port services, is to continue. The same state
company managements are to remain in charge of these companies. Although competition
is to be stimulated by creating three or four separate state-controlled stevedoring
companies, interlocking Board of Directorships and share holding take care of severely
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limiting true competition. Although a change in regulation now permits the Board of
Directors of a port service company to change the tariffs charged for cargo handling, most
rates have not changed and do not vary among ports. Any increase would require prior
approval from both the Port Authority and aso from the Ministry of Transport.

All port infrastructure, facilities, and most equipment remain under Government
ownership and operating control. Minimal investments continue to be made by each state-
controlled company out of retained earnings for maintenance and depreciation. Any larger
investments have to be approved by the holding company and the Ministry of Transport
and/or the Ministry of State Enterprises, because it triggers a reduction in revenue
transfers to the Holding Company and to the Government. In this situation, investments
are made at the expense of revenue transfers to the Government or from Government
budget alocations. The employment level at the ports remain essentially unaffected by
reforms under this scenario.

The process of gradual privatization through sales of shares should be extended to
al state companies at the ports and speeded up. The private shareholders would be
represented on the Board of Directors according to the percentage of shares held by the
private sector. Mgority equity control by the state should not be maintained indefinitely.
After all, the decision to start the process of privatization was made because the current
system of state monopolies is not yielding satisfactory results. Minority private
participation does not change this situation.

Case A does not provide for effective private participation in the near term to
influence port operations nor does it encourage effective competition leading to improved
quality and efficiency of port services. It would not lower port costs and increase
investments in upgrading and maintaining existing equipment and infrastructure. It would
not result in expanding capacity to meet the increased volume of trade in the future and to
help improve the competitiveness of Egypt’s exporters. The ability of Egypt’s ports to
compete against ports in neighboring countries in the Mediterranean and Red Sea will
suffer. Reliable, high quality, low cost services in these ports will attract future growth in
regular, direct scheduling by maor shipping lines, while Egypt will have to be satisfied
with less frequent, more costly indirect shipping services.

The First Under Secretary of the Ministry of Maritime Transport is aware of the
need to remain competitive vis-a-vis ports in neighboring countries and to attract regular
direct services of mgjor internationa shipping lines. The Government, however, seems to
want to accomplish this by dictating uniform port charges for al ports to discourage
competition between ports, but to set the rates at levels that are competitive with those
charged by neighboring competing ports. The Government has decreed “discounts of
50%" for container handling charged to exporters and for transshipment. The First Under
Secretary of the Ministry of Maritime Transport also wants to order all entities operating
in the ports to participate in efficiency investments.
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The elimination of padded port fees and fees for services that are not actually being
performed by state shipping agencies or Port Authorities would help restore some interest
in Egypt’s ports by international shipping lines. Investments to modernize equipment and
port installations would improve cargo handling at the ports. Lower port charges imposed
by Government order, however, do not resolve the fundamental problems at the ports
outlined in this report. Lower port charges in this case will mean lower profits realized by
the state companies and less generated for investments at a time when investments need to
be increased to reverse the deterioration of port infrastructure and installations. The
Government may have to forego tax revenues from state-operated port services altogether
and help finance the necessary investments in restoring, maintaining, and expanding port
infrastructure, facilities, and equipment. The Government would have to convert the state
monopolies in the ports into fully independent, competing profit centers, run like
businesses with business-oriented managements for the state companies to be able to
maintain profitability and increase investments, while charging lower fees and tariffs.

These ports should have to compete for business not only against ports in other
countries, but also against each other within Egypt, in order to come under pressure to
reduce and keep controlling costs and improving productivity and efficiency. Attempts at
reforms and restructuring, while maintaining the Government in control of all port
services, have proven too timid and insufficient in most countries to result in world class,
efficient port operations without private sector participation and competition. The
Government’s plan to sell only a minority of shares in only the shipping agencies to the
private sector and to divide each of the two shipping agencies into three or four separate
entities will, therefore, not resolved the problems of high port costs and inefficiencies
outlined in this Report. Even adopting Case A by privatizing al operating companies will
not introduce effective competition and adequate port improvements, if this step is not
accompanied by free entry into port services by other private companies and deregulation
of port charges.

8.2.2 Alternative B -- Private Port Services

Under Case B, port services, such as stevedoring and shipping agencies, would be
de-monopolized and opened to private sector participation, if the Government wants to
encourage competition to lower port costs for exporters and importers.

The Port Authority at each port should be limited to administering the
Government’s overall port policies and its ownership of the land, port infrastructure, fixed
instalations, and equipment at the commercia ports. Terminal operations, stevedoring,
shipping agency, and warehousing activities are performed by separate state companies
which can be gradually privatized through sales of shares and private shareholder
representation on the Board. The arbitrary discretion of the Ministry of Transport to
decide if and which private company is allowed to offer stevedoring services at berth
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should be substituted by legal provisions that outline the conditions in a transparent way
for a private company to enter this business.

In Case B, rather than introducing private participation gradually through the sale
of shares in state monopolies, private companies would be allowed to compete against
them by abolishing the state monopoly in stevedoring and shipping agencies. Private
national and foreign companies would be allowed to compete on equa terms against
existing state-controlled port service companies. To survive, these companies would
probably also privatize or merge or form joint ventures with private companies. Under
competitive pressure, they would undergo radical modernization of their managements or
face decline. In practice, ship owners will no longer be required to hire state-owned
shipping representatives and then rely on the services of private ship owner representatives
(so-called protection agencies as well as other types of ship agents or representatives).
Such duplication and extra expense will be avoided by being allowed to freely choose to
hire either the state-controlled or the private ship owner representatives.

In Case B, the state monopoly over onshore stevedoring would be eliminated and
private stevedoring companies allowed to operate not only at anchorage but also at berth
for unloading or loading ships. Law 12-1964 would be replaced by a new Law that ends
state monopolies over port services and creates the conditions for competition among
private stevedoring companies and among shipping agencies and between private and
state-controlled companies in the same ports, between ports, and with ports in other,
neighboring countries.

Competition should be allowed under Case B, not only in the quality of service,
but aso in the fees charged for such port services. To implement price competition, it will
be necessary to deregulate al port fees and commissions charged by shipping agencies and
stevedoring companies, and only set some limits and/or regulation aimed at avoiding
monopolistic practices as well as sub-standard services, poor maintenance of equipment,
or deteriorating work conditions.

The Government can maintain some transparent regulations as long as they are
applied non-discriminatorily and designed to maintain safety and minimum service quality
as well as protection against monopolistic practices. Very small port operations can
probably be handled by a stevedoring company from a nearby larger port. The private
companies would be allowed to own their equipment and rent storage space in the port
and operate under equal conditions to those of competing state companies.

The Port Authority would administer the port and Government ownership over al
port infrastructure and provide some services. State monopolies would continue to
operate terminas and other port installations. All investments in maintaining and
expanding port infrastructure and installations would remain the responsibility of the Port
Authority and the state-owned terminal operators. In both Case A and B, the Government



would continue to bear the burden of financing all investments in upgrading and expanding
the port infrastructure, fixed installations, and most equipment. This burden could prove
substantial for the Government budget.

8.2.3 Alternative C -- One Private Port Operation

In Case C, the Government would decide to transfer temporarily the management
of one port to an experienced private operating consortium as an experiment aimed at re-
establishing a world-class, competitive, dynamic port operation.

In Case C, the operation of one port would be turned over by the Port Authority
to a private consortium to operate all facilities under a long-term management contract.
The Port Authority would merely represent the interests of the Government by monitoring
that the private group complies with all the terms of its contract, including

payment of rent from operators of the infrastructure and facilities,
arrangements with private contractors to maintain the equipment and
installations,

bid procedures and contract terms for companies to operate, maintain, and
make the necessary investments in the terminal and other port operations,
staying within arange of agreed fees and tariffs,

maintaining an agreed minimum overall level of port employment,
management training and manpower devel opment,

keeping the berths available to vessels of all lines on a non-discriminatory basis
or offering them on short-term leases,

organizing an aggressive campaign to attract more port business, and

generaly meeting al commitments for improving the efficiency of port
operations and stimulating competition among providers of port services.

Foreign investors should not face discrimination in the bidding process, because
only they might have the experience in rehabilitating port operations effectively and in
attracting mgjor investments and internationa shipping lines. They should be encouraged,
but not forced, to invite private national investors to participate in the investment and in
the rehabilitation efforts in the port. There is aso a great competitive advantage for a port
to try to attract experienced operators. If the port management consortium succeeded in
improving the efficiency of the one port, they would not only improve port services for
exporters and importers in that port, but provoke competition among Egyptian ports as
well as efforts to upgrade their facilities and services in order to retain market share and
not lose it to the privately managed port. Practices introduced in that port could be studied
and introduced in the other ports. If this experiment in one port were perceived to be
successful, support would then emerge for similar private management of other portson a
contract basis.
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The benefits from private port management will be sustainable beyond the contract
period if the role of the management team is sufficiently comprehensive to be able to
produce lasting results. Prospects for best results from management contracts will vitally
depend on the operating freedom granted the private management team and the extent of
responsibility for managing the port transferred from the Port Authority to them. The
Government should also be willing to consider proposals from the private management for
regulatory reform to facilitate competition and encourage investments. Less than optimum
results would be achieved, if the port management team is limited to a consulting and
advisory role with the Port Authority carrying out al decisions regarding port
improvements. A management contract normally does not include a commitment by the
contract holder to undertake major investments. He can be instrumental, however, in
helping to attract, select, and supervise private investors to be contracted by the Port
Authority.

Under Case C, control over port administration would thus be transferred
temporarily to a private management team, but the Port Authority would continue to
supervise overall compliance with the Government’s port policy and with the management
team’'s contract terms. Legal and regulatory reforms would be proposed by the
management team to remove obstacles to an efficient port operation. The private
management would be able to propose changes in port fees and tariffs or have the freedom
to make such changes but within contractually agreed limits. Competition and private
participation in port services would be encouraged by the port management team in order
to reach contractua commitments to attain higher efficiency standards, to attract new
business, and to make investments in upgrading and expanding port installations. Port
services would be opened to private companies to compete against existing operators. In
Case C, Government revenue from port services is likely to increase, while direct
employment in the port is likely to be reduced with measures to improve operating
efficiency and to cut costs.

8.2.4 Alternative D -- Several Private Operators of Port Services

In Case D, the emphasis would be on private investments and private operations to
result in competitive and efficient port operations.

To avoid replacing a state monopoly by a private monopoly, port operations could
be divided and leased separately not to one, but to several private operatorsin Case D. A
container terminal, for example, could be offered to one operator, while another would
handle general cargo or single commodity operations in the port, while other facilities
might be operated by one or more additiona private operators. The diversity of private
operators and the flexible operating terms that might be necessary could pose a chalenge
for the Port Authority to coordinate and to monitor.
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This type of segregation or specialization of private operations within one port
would not necessarily stimulate competition within a single port, but it would lead to more
competition between operators of similar facilities in Egypt’s different ports. Case D
would probably stimulate the Port Authorities of the other Egyptian ports to follow this
example and offer parts of their port operations to private operators in order to improve
the ability to compete. The competition generated among ports would encourage the
private operators to improve their services and to invest in upgrading their equipment and
maintaining the leased port installations in order to remain competitive.

Operating contracts for long periods of 20 years or more would include investment
commitments to maintain or upgrade or expand port facilities and equipment, while lease
contracts of less than 5 years would generally leave investments to the Port Authority or
to along term concession operator. For a Government burdened by heavy debt payments,
shortage of foreign exchange, a tight budget, and large social expenditures, it would be
important to shift the burden of future port investment to the private sector. The
Government can adopt a new policy calling for all major future investments to be made by
private companies. They could be offered participation in port services in return for
making these investments and equity participation in existing state companies in
proportion to the value of their investments. In this way, state monopolies could be
converted to joint venture companies, with the private equity partner providing all future
investments and helping maintain the company efficient and profitable.

8.2.5 Alternative E — Comprehensive Privatization

In Case E, the Government would implement a combination of the Cases
developed above, either ssimultaneously or in phases.

Law 12-1964 and other redtrictive legidation would be replaced to allow
deregulation of port services and port charges and private participation in providing port
services and making investments.

The sdle of shares in state monopolies to employees, to private investors, and to
the public through the stock market would progressively expand private ownership and
Board membership in the state companies.

Private companies would be allowed to enter stevedoring operations and shipping
agency operations in al ports in competition with existing state companies. To meet this
competition, the state companies would be free to privatize, to merge, to form joint
ventures with private partners, or to dissolve.

The management of one or more ports could be transferred temporarily to an

experienced private consortium under contract with the Port Authority. The management
team would propose, implement, and supervise port reforms and investments designed to
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introduce deregulation, private sector participation, and competition with the am of
making the ports more efficient, more competitive, and attract more business.

Long term concessions or shorter term leases could be offered by public tender to
private companies to operate terminals and other port installations and to make
investments in maintaining, upgrading, and expanding these port facilities.

8.2.6 Overlapping Reforms

In each of these Cases, the Government should undertake various regulatory
reforms designed to encourage competition within and/or among ports, such as freeing
from Government controls those port fees and commissions that will be limited by
competitive market forces. The Government should continue to set tariffs for marine
services performed by the Port Authority and upper limits to other port charges where
competition cannot emerge despite deregulation and operating freedom.

Regulations or practices that discriminate against foreign investors should be
eiminated, if the Government wants to stimulate competition and efficiency, attract
private investments and foreign technology, maor shipping lines and experienced port
operators.

Specia regulations and incentives should be established to encourage private
investments in single commodity terminals and ports by producers/exporters or by
importers of these commodities. Aside from safety, environmental, tax, and customs
regulations, thereislittle the Government needs to regulate in these cases.

Maximum benefits from the introduction of private participation and competition
in port services and related reforms and port improvements can be attained only if the
recommended program is accompanied by ongoing, comprehensive economic reforms in
other areas, such as

- banking reform (to improve financing vehicles for the local private sector to
invest in port operations),

- customs reform (to expedite the movement of exports and imports),

- more public investments for inland transport (to improve access to ports),

- reduced red tape at the ports (to expedite turn-around of containers and vessels
and to reduce delays of cargo movement), and

- legal reforms (to open the doors to private investment in al sectors of the
economy).
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IMPLEMENTATION OF RECOMMENDED ACTION PLAN

1996

1997

1998

1999

2000

Government Commit to Port Reforms
Task Force Clean Up Ports

Training Programs for Productivity

Port Promotion Office

Lega Regulatory Reforms

Privatization (Sale Shares)

Private Companies enter Port Services
Private Operatorg/Investors for Terminals
Alexandria Port Private Management

Foreign Investments Transship/Commaodity Ports
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9.0 A PREFERRED ACTION PLAN

Case E is recommended as the preferred action plan for Egypt to implement. The
recommended reform program is designed to

- remove obstacles to providing efficient port services,

- deregulate port operations and some of the port fees and alow private
companies to participate in port services in order to stimulate competition,

- encourage private investments to help modernize port operations and expand
capacity, and

- attract additional major international shipping lines to establish regular direct
service from Egyptian ports to important export markets in order to lower
freight costs for Egyptian exporters and importers.

Implementation of this action plan will result in more efficient port services at
competitive cost, benefiting Egyptian exporters, importers, producers, and consumers.
The action plan outlined here will have net positive trade, revenue, and employment
effects for the Egyptian economy. It will prevent Egyptian ports from becoming a
bottleneck for the achievement of the Government’s economic growth targets in the
Economic Development Plan. The direct and indirect generation of tax revenue for the
Government and employment created from new private investments in port operations,
additional demand for supplying equipment and services, and many ancillary activities
stimulated by port modernization, better maintenance, and new investments will far
outweigh any loss in employment due to the introduction of more efficient port services.

A plan should be developed, however, for redundant labor that will be released
from employment as a result of the efficiency measures recommended and the competition
among supplier of port services. An employment agency should be organized specifically
for finding new job placements for younger port workers that many be displaced. A
retraining program to provide new skills in occupations where workers are needed could
also be considered. Older workers should be provided early retirement with a pension plan
that could be set up with shares and from some proceeds from the sale of shares of state
operating companies that are being privatized. After incentives to voluntarily choose
retirement do not reach expected targets, state operating companies should then be given
the freedom to retire an additional number of workers.

Efficient, low cost port services, and more frequent, direct ship scheduling will
improve the competitiveness of Egyptian exports and lower the cost of imports and
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thereby create more production and more commerce, generating more employment and
more revenue for the Government.

A stepwise implementation of the recommended action plan is outlined below,
although simultaneous, early implementation of as many of the recommendations as
possible would produce the best results in terms of creating an efficient, competitive,
world class port sector. This program, however, can be implemented in any sequence that
ismost convenient for the Government.

- Government Commitment to Port Reforms

An unequivocal, strong Government commitment should be announced by the
highest levels of Government in support of a thorough reform program of the port sector
and the opening of port services to private national and foreign companies and investments
in order to stimulate competition and improve port services benefiting Egyptian exporters,
importers, producers, and consumers. The Government should aso enunciate the
objectives it aims to achieve with a program of port reforms and how these objectives
coincide with the goas of its Economic Development Plan. The Government should
consider making this announcement at the Cairo Summit Conference in November 1996 in
the presence of Governments and business leaders from other countries who might be
interested in responding to new investment opportunities in Egypt’ s port sector.

A clear Government commitment to reforms is needed for severa reasons. The
public would want to be informed about the Government’ s position on this important issue
and how port reforms fit into a national strategy for encouraging economic development,
exports, private investment, and privatization. All Government departments and personnel,
particularly those involved in port operations and in the implementation of port reforms
should understand clearly the Government’s strong commitment to port reforms. Private
national and foreign investors want to be encouraged by an unequivoca Government
commitment to reforms to gain confidence for risking major investments in the port sector
and in export development. International financial ingtitutions that help finance Egypt's
economic and social development want to understand the extent and dedication of the
Government’s commitment to reforms in various economic sectors, including the vital
port sector.

Failure to announce a clear Government commitment to reforms in the port sector
by the highest levels of Government could make it much more difficult to generate the
required confidence, enthusiasm, and dynamic actions to fully achieve expected results
from these reforms in atimely manner. In the absence of a clear Government commitment,
the Government may have to pay ahigher price in the form of more generous incentives to
attract private foreign investors to risk large long-term investments in port development in

Egypt.
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It should also be made clear that reforms in the port sector will be carried out
within the framework of other major economic reforms of the customs administration, in
the bank credit sector, in inland transport, and for export promotion to ensure that port
sector reforms yield maximum benefits for the Egyptian economy.

Port Improvements and Clean-Up Oper ations

The Port Authorities, terminal operators, and stevedoring companies at each port
should review the diverse problems in the ports pinpointed in this Report as well as the
recommendations for removing these problems. They should then jointly organize a work
committee or task force at each port to draw up a detailed work program, a work
schedule, manpower assignment, and supervison for implementing the numerous
recommendations in this Report to make port operations more efficient. The supervisor of
this work program should report progress and completion of individual tasks to the work
committee, which would then review and inspect the results.

The work program should include clean-up operations in the ports; improved
safety provisions; regular scheduling of inspections of port installations and equipment;
maintenance and repair work; minor infrastructure improvements, review and
improvement of management and operationa practices, expediting cargo handling,
shipping agency activities, and customs clearance; speedier return of import duty
drawbacks, improved management of container moving and storage; review and
improvements of marine services performed by the Port Authorities; remova of
bottlenecks for truck movement inside the ports; reduction and streamlining of cargo and
vessel documentation procedures; and many other port improvements that can be carried
out at little cost.

There should aso be formed a separate work committee charged with the task of
reducing red tape at each port. This committee should make specific recommendations for
eliminating, consolidating, and standardizing al documentation, forms, and paperwork
that has to be filled out, notarized, transmitted, submitted, returned, copied, translated,
and filed by port authorities, operating companies, vessel owners, and port users.
Procedures for generating and processing such paperwork should also be examined and
recommendations made for expediting, simplifying, and reducing the steps in this process.
The objective should be to reduce less unproductive, time consuming paperwork for
everybody.

The purpose of these many relatively modest port reforms is to improve the
efficiency of port services and to reduce the problems, waiting time, and costs for
exporters and importers. Although many of the problems pinpointed in this study and the
recommended solutions appear to be minor; however, 50 or more of these minor problems
aggregated, add up to a major cost factor for Egyptian exporters who have to face
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competitors in foreign markets that do not suffer from these impediments and additional
costsin their ports.

The improvements recommended in this Report would raise productivity of the
port services, increase cargo handling capacity, diminish the waiting time for vessels in
port and the turn-around time for containers, reduce port costs, and remove recurring
problems and unexpected crises currently often suffered by users of Egypt’s port services.
A thorough clean-up, maintenance and repair operation at the ports as well as
improvements in vessel and cargo handling would give a clear signal to international
shipping lines, to exporters and importers, and to private investors that Egypt is serious
about providing competitive world-class port operations.

- Training Programs and Visitsto Other Ports

Training programs should be organized for diverse personnel working in the ports.
The purpose should be to improve skills and productivity. Practical training programs can
teach workers

- how to do stevedoring work more efficiently and more safely,

- how to effectively and regularly inspect, maintain, service, and repair port
equipment and installations, and

- how to collect and analyze statistics on vessel and cargo handling at the port and
set up a comprehensive data bank on port operations meaningful for the port management,
the Ministry of Transport, and private investors.

Officials from the Ministry of Transport and the Port Authorities as well as
managers of port operating companies should have opportunities to visit more frequently
the ports in Europe, the U.SA., Latin America, and Asia. They should become thoroughly
acquainted with

- different programs and experiences with port reforms and privatization,

- strategies for attracting major shipping lines;

- incentives for private investmentsin port installations;

- policies governing port charges,

- efficient management of port operations; and

- diverse contract terms for private management of ports and concessions for
private terminal operations.

The Port Authorities should use the information and experience collected from foreign
ports to reassess their own port strategies and objectives, including the scope for
expanding the port and the marketing of the port’s services.
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- Port Promotion

In each port, an aliance should be formed among the Port Authority, the private
and public operating companies in the port, the local Government of the community in
which the port is situated, and the loca Chamber of Commerce and other business
associations to promote the activities and development of the port. A port promotion
office should be created that would aggressively promote the best interests of the port.
The member entities of this alliance al have an economic interest in the welfare and
prosperity of the port. They should jointly contribute funds for a budget of the promotion
office. This office should be able to hire an expert international public relations firm to
develop an effective, impressive brochure advertising the advantages, the position, the
beauty, the excellent condition of the port installations, the activities, the operating
companies, and the competitiveness of the port. An impressive video presentation of the
port and its activities could be added to the promotiona arsena of the port promotion
office.

The port promotion office would be charged with the responsibility of effectively
supporting all the efforts and initiatives of the Port Authority and the other members of
this aliance in seeking to expand the business of the port. Efforts should be directed to
attract international shipping lines to set up new regular scheduling at the port. Exporters
and importers should be contacted and connected with providers of port services to
negotiate the terms for new business and to obtain feedback on how to further improve
services and be competitive. Visits abroad should be arranged to other ports to observe
the competition and to return with new technology. Efforts should be organized to obtain
a maximum number of responses to public tender bids for leases, investments, or
equipment purchases in order to choose the bid most advantageous for the country.

-Legal and Regulatory Reform

Even before al of the recommended port service improvements and clean-up
operations are completed, a legidative process should start terminating the legal and
regulatory status of state monopolies over port services. Law 12-1964 and other
regulations pertaining to state monopolies over port services should be abrogated and
replaced by anew law. A new law should be designed to open the door to private national
and foreign company investments in and operations of port installations and services,
directly or in joint ventures with state companies. Regulations should aso alow the Port
Authority to negotiate short-term leases or long-term concessions or management
contracts for private companies to operate port installations or to manage port operations.
Private company participation in port services should no longer be left to the arbitrary
discretion of the Ministry of Transport nor should private companies be burdened by
hurdles that prove to be discriminatory and prevent free entry into competition for port
services.
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The law should prohibit al forms of discrimination between private and public
companies providing port services or making investments or between foreign and national
companies. Private companies should not be encumbered by legal constraints to operate,
compete, and invest.

The Port Authorities in each port should remain an entity of the Government
responsible to the First Under Secretary for Maritime Transport of the Ministry of
Transport and Communications. The Port Authority should enforce compliance with the
Government’s overall port and transport policies and administer the Government's
ownership of land and infrastructure in the port. It should be responsible for navigation
safety rules, observance of environmental regulations and provide some marine services,
such as pilotage and tugboat service. The Port Authority should develop, offer, and
administer public tenders for private companies to operate port installations on a
concession basis or under management contracts.

Deregulation of port charges should proceed gradualy and be introduced only
when prospects become favorable for price competition to develop. For services where
competition is not possible, the Ministry of Transport should continue to fix the rates to be
charged or to set arange or upper limits.

- Privatization of Container Handling and Stevedoring Companies

The Government should plan to privatize the state operating companies in the
ports for the reasons outlined earlier in this Report. It should determine the total market
value of the state companies providing port services and then start selling shares of the
container handling and stevedoring companies in the stock market, to the companies own
employees, and to private investors and companies. Part or all of the proceeds from the
sade of the shares can be used to finance the purchase, maintenance, and repair of
installations and equipment used and owned by these companies. Part of the shares or
proceeds from the sale of shares can aso be transferred to a pension fund for workers in
these companies who may become redundant in a future corporate re-structuring.

After amgority of the companies shares are sold, the private shareholders should
have an opportunity to elect a mgjority of the members to the Board of Directors, and the
Board of Directors should then nominate a new management team or confirm the old one
for each company. In this way, each company would be privatized and management would
become directly responsible to the shareholders for the performance of the company. After
appropriate legal and regulatory reforms, the Government could sell the remainder of its
shares and divest completely from these port service companies and confine itself largely
to aregulatory role over port operations and ownership of the port infrastructure.
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- Demonopolization of Port Services

After legalizing private participation in port services, private nationa and foreign
companies should be alowed to freely enter port service operations in competition against
existing companies. New private companies should be alowed to set up stevedoring
operations in al the ports and offer stevedoring for ships a berth as well as at anchor.
Port users should have the choice to hire private or public shipping representatives (or
ship owner representatives or protection agents). Private companies should be free to
compete for the container handling business at the ports against existing companies. The
Port Authorities should issue public tenders for leasing container termina operations,
giving opportunities for private operators to bid for the lease. Port Authorities in other
countries have issued such public tenders and a variety of different terms and conditions
and experiences are available for Egypt’s Port Authorities to study.

The existing state monopolies in al port service operations would compete
against private companies under equal terms and conditions, including equal tax treatment
and access to credit. Competition will provide an incentive to offer better services to port
users at reduced cost. Competition will induce existing firms to reduce costs and become
competitive and/or seek strong partners or privatize or dissolve. Private national
companies would be willing and able to set up shipping agencies, because they do not
require large amounts of capital at risk and expected profits appear attractive.

- Contracting Private Port Operators

The Port Authority at each port should be encouraged to seek to improve port
operations and investments by contracting private companies to operate the port terminals
and other port installations on a longer term concession basis in order to improve the
efficiency of these operations and finance the required investments to maintain, replace,
upgrade or expand the port installations and possibly also some infrastructure. Contracts
should be let on a public tender bid basis separately for individua terminals and other
operating areas in the port in order to have more than one company operating. The criteria
for accepting a bid should take into consideration the experience and financial strength of
the potential concessionaire, his proposed purchase price of the Government’s port
equipment, his rent payment offer for the installations to be leased, and his plan for
mai ntenance and investment.

The Port Authority will supervise compliance with contract terms and monitor and
compare the improvements and results attained by the different private operators.
Competition would be encouraged between an operator in one port with those in the other
ports performing the same service. Warehouse space and other storage areas can be leased
for short terms.
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The Port Authority can call for management contracts instead of concessions of
specific port instalations. In this case, investments normally continue to be made by the
Government instead of the private operating companies.

- Private Management Contract

It was shown in this Report that a number of problems exist in the port of
Alexandria that serioudly affect its ability to remain competitive relative to other ports in
Egypt and other countries of the eastern Mediterranean. Yet, nearly 40% of total trade
volume moves through the port of Alexandriaa Only a prolonged, sustained,
comprehensive effort to revamp the operations of the port will remove the present and
potentia problems.

The Port Authority of Alexandria should consider transferring temporarily the
management of the port to an experienced team with the authority to propose reforms, to
carry them out, to manage and to supervise al of the activities in the port. The aim would
be to transform, to the extent feasible, the port of Alexandriainto an efficient, competitive,
world class operation. The management team should be given the authority to manage, not
just to advise. Some of its proposed tasks were outlined in the previous chapter. The
management contract should be for a five-year term, renewable by mutua consent, in
order to give the management team the incentive to produce positive results relatively
quickly and the Port Authority the option to discontinue the arrangement if performance
falls below expectations. Non-compliance with any contract terms should be cause for
dismissa at any time.

- Private Investmentsin Terminals

Egypt’s overall port capacity will need to be expanded substantially in future years
as part of the efforts to fulfill the economic growth targets of the Government’s Economic
Development Plan. The Government should attract major foreign investments in building
new terminas to avoid diverting public sector tax revenues from needed other
infrastructure investments and from large expenditure requirements in the social areas.
Private national investors may be unwilling to take on the risks associated with such major
investments, but they could be invited to participate under some joint venture
arrangement.

Foreign investors should be invited to bid for investing to build terminals in the
commercial ports, operating them long enough to recover their investment with an
acceptable profit, and then transferring the entire operation to the Port Authority at the
end of a contractually agreed period. In severa countries such contract are usually for 20
years, renewable for another 20 years at the option of both parties. In some cases, the
private operator might be offered the opportunity of extending the contract in exchange
for making additional investments. Although the terminal would be operated by a private
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company, the berths should be open to any shipping line. Private firms should be free to
compete for stevedoring, container handling, and shipping agency services.

Investments in specialized terminals handling single commodity exports or imports
can be offered on a different basis. As has been done in the past, producers, exporters, and
importers of magor single commodities should be encouraged to include in their
development program an investment in building, owning, and operating a terminal
exclusively specialized for the commodity traded. The private owner of the terminal,
rather than a Port Authority, would be responsible for complying with al safety and
environmental regulations and for arranging for all port services.

- Transshipment Oper ations

The concept of developing a magjor transshipment port near Suez at the Red Sea
entrance to the Suez Cana should be explored very carefully in order to ensure a
successful operation. Competing major transshipment facilities have already been built or
are under construction nearby in the Red Sea and eastern Mediterranean. All of these
investments could result in excess port capacity around Egypt. To ensure success that
such a new investment will be adequately utilized in the future after it is completed, it is
necessary to explore the feasibility that major international shipping lines would use the
facilities and perhaps make an early commitment to participate in funding the investment.

It is also necessary to seek clarification about the incentives that will have to be
offered in order to attract such a large foreign investment. It would have to generate a
sufficient cash flow in the future to be profitable. The public tender inviting bids from
private companies would reflect these terms to elicit positive responses from potentially
interested investor groups. The best prospects would be maor shipping lines or foreign
companies that can contract shipping lines to use the facilities. Such an investment may
prove too risky and too large for the Government and for nationa private investors to
undertake.
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Appendix A
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Presidential Decree
Promulgating Law no. 12 of 1964
Concerning the creation of the Eqgyptian Public Organization for Maritime
Transport (EPOMT)

In the name of the Nation, the
President of the United Arab Republic

Having reviewed:

* The Provisional Constitution

« The Constitutional Statement, issued on the Sept.1982 regarding policy organization of
the state’s higher authorities.

* Law no. (88) of 1959, whereby a Public Authority for Maritime Transport Affairs was
established.

* Law no. (32) of 1961 concerning the Maritime Passport.

* Law no. (109) of 1961 concerning regulation of Maritime Transport.

* Law no. (146) of 1961 concerning the Public Organization for Maritime Transport and,

* Law no. (167) of 1961 concerning the financial control and auditing of public organizations
and companies .

* Law no. (57) of 1962 amending the fiscal year (FY) of public authorities organizations and
subsidiary companies.

* Law no. (139) of 1962 concerning EPOMT participation in some companies and
establishments and organizing Maritime Transport related works.

* Law no. (60) of 1963 promulgating law of Public Enterprises

* Presidential Decree (1203) of 1961 confining public contracts only to companies and public
organization, wherein government’s equity rights are no less than 50% of their capitals.

» Presidential Decree (3546) of 1962, Promulgating regulation of personnel by-laws for
companies subsidiary to public organizations.

» Presidential Decree (800) Promulgating Personnel internal rules and regulations for public
organizations.

* Presidential Decree (1520) of 1961, Promulgating the organizational structure of the Legal
Departments at the public organization.

» Presidential Decree (1899) of 1961, creating the Higher Council of Public Organizations.

» Presidential Decree (1900) of 1961, regarding distribution of powers among cabinet ministers
and their responsibility in attaining policy objectives set for public organizations.

» Presidential Decree (1025) of 1962 defining the approved capitals of public organizations.

» The opinion of the Council of the State and,

* The approval of the Presidency Council.
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Promulgates the following law

Article 1:

A public organization bearing the name of “ The Egyptian Public Organization for
Maritime Transport: EPOMT “ is hereby established, with an independent legal personality and is
affiliated with the Minister of Transport.

Article 2:

EPOMT'’s Headquarters shall be situated in Cairo. However, the Board of Directors may,
at its discretion, decide to establish branch offices in and outside the Republic.

Article 3 (EPOMT PURPOSES):

I.  Develop the National economy through commercial Maritime activities in and outside the
country.

Il.  Promote and support Maritime Transport in accordance with a special executive rules and
regulations to be promulgated by a Presidential Decree.

lll. Establish companies and cooperatives to implement Maritime Transport Project. The existing
cooperatives for maritime transport works shall be directly affiliated with EPOMT as of the
date this law becomes effective.

IV. Lay-down training policy for maritime transport staff and candidate personnel. These
programs, which will cover technical, financial and administrative skills, will be designed in
conformity with a training strategy to be formulated EPOMT’s Board of directors and issued
by Ministerial Decree signed by the Minister of Transport. Officers, engineers and students of
the Commercial Navy College are to be excepted from such training programs.

V. Propose routes and tariffs of maritime transport freight, unloading, agency fees and other
maritime transport tariffs, having received the approval of the concerned authorities and
companies. All these details shall be incorporated in a decree to be issued by the Minister of
Transport.

VI. Conclude agreements pertaining to maritime transport fares, goods distribution and mutual
benefits between EPOMT and similar organizations in foreign countries, having secured the
approval of the Minister of Transport.

VII. Regulation of chambers of navigation, oversee their performance and endorse their
resolutions according to rules and conditions stipulated in a decree to be issued by the
Minister of Transport.

Article 4 EPOMT Capital:

EPOMT’s capital shall be composed of :-

I. Net funds of the General Authority for Maritime Transport Affairs, abrogated by law 109 of
1961 on July 11.1961.
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lI. Net Revenues stipulated in Article 15 of law 88 of 1959, for the period extending from July
11" 1961 to August 281961.

lll. Government shares in the capitals of EPOMT’s subsidiary companies and installation.

IV. Capitals of public enterprise to be incorporated into EPOMT.

V. Funds allocated by the government to EPOMT.

Article 5 EPOMT's Financial Resources:

EPOMT's financial resources shall come from:

|. Receipts of a royalty not less than 0.1% and not exceeding 0.5% of the price of good or
passage fares of individuals. A decree shall be issued by the concerned Minister, defining that
royalty and its terms reference, having secured the Ministry of finance’s approval. That royalty
will be calculated on an assessment value, if transport or passage was carried out free of
charge.

II. Exempted from this royalty are imported goods exempted from duties, accompanying baggage
not exceeding LE 20/ - for each passenger. The royalty shall be on all goods, excepting the
aforementioned, even if import permission of or export form has not been issued.

[1l. Amounts transferred to it from the net profits of subsidiary companies, cooperatives and
installations.

IV. Funds allocated by the state to EPOMT.

V. Loans solicited by EPOMT.

VI. Grants and wills accepted by EPOMT.

Article 6 :

All Ministries, government agencies, public authorities, organizations and companies
wherein the government, or any of its public establishments, holds 50% or more of their shares
are banned from contracting the transport of good and passengers by sea except through
EPOMT’s subsidiary companies. However, the Minister of Transport shall issue a decree, stating
the special rules for exceptions. He may also, in consultation with the concerned Minister, permit
of freight of goods and passage of individuals by sea through EPOMT’s subsidiary companies.

Article 7:

Maritime transport activities, freight, loading and unloading, catering for vessels,
maintenance or maritime supplies, to be defined in a decree that shall be issued by the Minister of
Transport, shall only be confined to persons registered in a special register kept with EPOMT.
However, the Minister of Transport may, in consultation with the concerned Minister, issue
exceptions from these provisions when need arises. Enrollment in the aforementioned register
shall only be confined to public organizations or companies wherein the states holds at least 25%
of its capital.
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Article 8:

EPOMT shall have a board of Directors whose formation, appointed members and
remunerations shall be instituted by a Presidential Decree. EPOMT’s Director General shall be a
Board member.

Article 9:

The Board is higher authority in EPOMT and, as such, is the policy making body. It has
the right to take decisions that serve the purposes for which EPOMT was established without
prejudice to the provisions of this law. It particularly has the right to:

I. Issue resolutions, internal rules and decisions on pertaining to EPOMT’s financial,
administrative and technical affairs without abiding by government rules and regulations.

Il. Issue decisions on staff appointment, promotion, transfer, dismissal, salaries, fringe benefits
and pension according to the provisions of this law and within the boundaries of general rules
and regulations of the (State - Owned) organizations.

lll. Approve the draft annual budget of EPOMT.

IV. Consider all pertinent matters referred to it by the concerned Minister or the Board chairman.

V. Review periodical reports on progress of EPOMT’s plans and its financial position.

The Board may constitute from among its members an addromittee to which it may
entrust some of its jurisdictions. It may also authorize the Board - Chairman or EPOMT’s
Director to assume some of its functions. The Board has the right to authorize any board -
member or one of EPOMT'’s directors to assume clearly defined tasks.

Article 10:

The Board - Chairman shall assume the responsibility of managing the organization
according to the provisions of this law and under the supervision of the Minister of Transport. He
may, however delegate some of his powers to one or more than one director.

Article 11:

The Board - Chairman shall represent EPOMT with the others and before the judiciary.
He shall be responsible before the Minister of Transport for the implementation of the set general

policy.
Article 12:

The Board shall meet at least once a month at EPOMT’s headquarters or elsewhere when
need arises. The Board shall be convoked by the Board - Chairman or whoever acts on his behalf
or upon a request in writing by at least one-third of the Board’s membership. A letter of
invitation, attached to the meeting’s agenda, is to be sent to the Board - members at least three
days before the set date of meeting, unless emergency requires otherwise.
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Article 13:

The meeting shall be presided over by the Board Chairman or, in his absence, by a board
member selected by members present. The meeting is considered in quorum if and when an
absolute majority of members is attending. Board decisions shall be taken by a majority vote.
When supporting and opposing votes equate, the chairman shall have a casting vote.

Article 14:

The Minister of Transport has the right to convene the Board whenever he deems this
necessary. He is also entitled to include in the agenda any item that falls within the provinces of
EPOMT.

Article 15:

The Board’s Secretariat shall prepare proceedings and minutes of the Board meetings,
including summary of discussions and decisions. The Board - Chairman shall submit to the
Minister of Transport the decisions taken by the Board for approval; who in turn shall submit to
the President of Republic a memorandum on the matters that require a Presidential Decree.

Article 16:

Whoever violates the provisions of Article 7 shall be punished with imprisonment for a
period not exceeding six months and a fine not less than one hundred Egyptian pounds and not
exceeding five hundred Egyptian pounds or with one of these two penalties. Individuals assuming
maritime agency activities, loading and unloading or any other maritime transport works; and the
management of the companies involved in such activities shall be held accountable for any
violation to article 7.

Article 17:

By the power of this law, EPOMT shall replace the General organization for Maritime
Transport, in all rights and obligations. The employees and workers shall be transferred to the
new EPOMT by way of a decree to be issued by the Minister of Transport. Their service shall,
thus, be considered unintermitted. However, the Minister of Transport may, upon a proposal
submitted to him by the Board - Chairman, transfer some of EPOMT staff to the companies
referred to in article 6 within one year of effecting this law.

Article 18:
Law 146 of 1961 and law 88 of 1959, referred to above, are hereby abrogated and so is

any provision that contradicts the provisions of this law, without prejudice to para. (B) of article
(4) of this law.
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Appendix (A)
Table 5.3a

(1) Establishing and Organizing Ministries

Ministry of Transport and Communications.
Ministry of Public Sector Enterprise.
Ministry of Trade and Supply.

According to article 137 and 141 of the constitution:-
-- The president is responsible for the executive authority.

-- The president appoints the Prime Minister and Vice Prime Minister and Ministers and their
deputies...etc.

(2) Establishing the holding companies and its affiliates

1. Law (203) (1991) public sector enterprises.

2. Prime Minister decree (1590) (1991) concerning the executive regulations for the law 203
(amended by decree no (258) (1993).

3. Supplementary laws:
-- Law (159 (1981) concerning establishing
-- Law (144) (1988) establishing the Central Agency for Audits.

(3) The structure of the Ministry of Transport and Communications:

v v

Civil Aviation Maritime Transpqrt
Sector Sector

-- The General Authority of civil aviation -- Port Authorities

-- The General Authority of weather forecgst -- Ports and Light Houses

-- The National Institute for civil aviation
training

The Headquarters

Communication  Transport

1. The General authority of Wire and Wireless. The General Authority for Water Transport.
Communication
2. The National Authority for Post (mail) 2. The General Authority for Roads and Bridges
3. The National Institute of Wire and Wireles8. The National Authority for Egyptian Railways
Communication

4. The National Authority for Tunnels

5. The National Institute for Transport

6. The General Authority for Transport Project

Planning
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Ports

(1) Alexandria Port Authority

1. Law No. 6 (1967) establishing port of Alexandria
2. Presidential decree no. 3293 (1966) determining the responsibilities of port of Alexandria.

3. Presidential decree no. 3891 (1966) placed the port of Alexandria under the supervision of
the Minister of Transport.

4. Prime Minister decree no. 736 (1977) determining the Board of Directors of port of
Alexandria

5. The Ministerial decrees concerning the port of Alexandria of the Minister of Transport:-

5/1 Decree no. 107 (1967) concerning the regulations of the workers and employees of
port of Alexandria

5/2 Decree no. 157 (1973) determining the usage fees for the floating unites and towage
related to the port of Alexandria

5/3 Decree no. 33 (1978) concerning the regulations that control the registration of
Tallymen in port of Alexandria (amended by decree no. 16 (1979) and decree no. 37
(1985).

5/4 Decree no. 128 (1978) concerning giving permission to buy ship scrap in port of
Alexandria

5/5 Decree no. 129 (1978) concerning the fees and charges for services in port of
Alexandria (amended by decrees: 77 (1986), 72 (1987), 73 (1987), 89 (1987), 15
(1989), 35 (1990).

5/6 Decree no. 43 (1979) concerning port services in port of Alexandria
(amended by decree 100 (1987).

5/7 Decree no. 46 (1980) determining the usage fee for the dry dock.
5/8 Decree no. 168 (1980) concerning storage.
5/9 Decree no. 7 (1984) delegating the head of Alexandria port authority to control and

secure the port’'s assets. (This authority is originally given to the Minister of Transport
and delegated to the Head of the Port of Authority).
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5/10 Decree no. 125 (1984) concerning the fees and charges of the container station in
port of Alexandria (amended by decree no. 43 (1985), decree no. 102 (1985), decree
no. 71 (1987) and decree no. 20 (1990).

5/11 Decree no. 46 (1987) determining the usage fees for maritime equipment owned by
the authority of port of Alexandria

6. Decree by the Head of Alexandria port authority:-

6/1 Decree no. 644 (1976) concerning the regulations that cover the movement of
merchandise in port of Alexandria

6/2 Decree no. 617 (1979) concerning how to book the berth - (amended by decree no. 3
(1981), decree no. 16 (1982), decree no. 28 (1985), decree 43 (1986).

6/3 Decree no. 48 (1987) concerning the goods allowed to be unloaded in the anchorage
in port of Alexandria

The relationship between the Governor of Alexandria and the Port of Alexandria

-- The presidential decree no. 5 (1979) delegating to the Governor some of the president’s
authority concerning ports.

-- The presidential decree no. 242 (1981) giving the Governor of Alexandria
some of the Ministerial authorities concerning port of Alexandria

-- According to the former delegations the Governor of Alexandria
decreed the following:-

1. Decree no. 167 (1980) determining the usage fee for equipment.

2. Decree no. 191 (1980) determining the usage fee for the floating crane.

3. Decree no. 12 (1983) determining the changes and dues for warehousing facilities in port of
Alexandria (amended by the following decrees issued by the head of the port authority and
approved by the governor of Alexandria:

Decree no. 75 (1983), decree no. 273 (1983) decree no. 15 (1984), decree no. 212 (1984),

decree no. 29 (1985), decree no. 203 (1985), decree no. 37 (1986) and decree no. 44
(1986).
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Port Said Port Authority

. Law no. 88 (1980) establishing the general authority of Port Said port.

. The presidential decree no. 565 (1980) determining the authorities and responsibilities of the
general authority of Port Said port.

. The presidential decree no. 400 (1984) amending the former decree.

. The ministerial decrees (Minister of Maritime Transport).

4/1 Decree no. 23 (1979) concerning the fees and charges for services in all ports in the Suez
Canal area and Suez Gulf and the Red Sea (amended by the following decrees: decree no.
145 (1979), decree no 67 (1987), decree no 70 (1987), decree no 113 (1988), decree 113
(1988), and decree no. 36 (1990).

4/2 Decree no. 159 (1985) determining the usage fee of warehousing services in Port Said port
(amended by decree no. 68 (1986) and decree no. 91 (1987), decree no. 133 (1988).

4/3 Decree no. 21 (1988) concerning the usage fees and services of containers stations
(amended by decree no. 104 (1989) and decree no. 21 (1990).
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Port Authority for Red Sea ports

. Presidential decree no. 217 (1978) establishing the general authority for Red Sea ports.
. Presidential decree no. 27 (1985) amending the former decree.
. The ministerial decrees:-

3/1 Decree no. 23 (1979) concerning the fees and charges for services in all ports in the Suez
Canal area and Suez Gulf and Red Sea.

3/2 Decree no. 33 (1985) determining the services fees for berths at Neweiba port for the
maritime line between Egypt and Jordan {amended by the decree no. 64 (1985)}.

3/3 Decree no. 34 (1985) determining the fees for services rendered by the port authority at
Neweiba port {amended by decree 63 (1985) and decree 169 (1988)}.

3/4 Decree no. 90 (1987) determining the usage fees for floating units and cranes owned by the
port authority.

3/5 Decree no. 78 (1988) determining the usage fees for warehousing facilities of ports related
to the port authority of the Red Sea ports.

3/6 Decree no. 170 (1988) determining the fees for services at Neweiba berth for shipping
agencies, shippers and passengers.

3/7 Decree no. 36 (1990) determining the fees for warehousing facilities at Neweiba port.
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Damietta Port Authority

. Presidential decree no. 317 (1985) establishing the Damietta port authority.
. The ministerial decrees:-

2/1 Decree no. 28 (1986) concerning the regulations of the workers and employees of
Damietta port.

2/2 Decree no. 3 (1986) concerning giving permission to buy ship scrap in Damietta port.

2/3 Decree no. 32 (1986) concerning the regulations that control the registrakedlyroen
in Damietta port.

2/4 Decree no. 44 (1986) determining the usage fees for towage and floating units owned by
the Damietta port authority,{(amended by decree no. 145 (1986), decree no. 56 (1987),
decree no. 12 (1988), decree no. 104 (1988).}.

2/5 Decree no. 60 (1986) determining the storage fees at Damietta port {amended by decree
no. 116 (1987) and decree no. 140 (1987).}

2/6 Decree no. 61 (1987) determining the fees for services at the container terminal in
Damietta port {amended by decree no. 144 (1987) and decree no. 103 (1989)}.

2/7 Decree no. 108 (1987) determining the storage fees for the refrigerated warehouses at
Damietta port owned by the port authority.

2/8 Decree no. 88 (1988) determining the usage fees for the towage and floating unites owned
by the port authority {amended by decree no. 106 (1989)}.

2/9 Decree no. 40 (1990) concerning giving discounts for transit containers, ships dues and
fees.
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Dekhela Port of Authority

1. The presidential decree no. 494 (1986) establishing Dekhela port.

2. The ministerial decree no. 95 (1988) determining the usage fees for mineral raw materials
station at Dekhela port.

Remarks:
-- Article one of the presidential decree no. 494 determined the boundaries of Dekhela port.

-- Article two of the former decree assigned the administration of Dekhela port to the general
authority of Alexandria port.
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Port Authorities for Specialized Ports

» Law no. 1 (1996) concerning the establishment of specialized ports.

* Article 1 of the law permits establishing specialized ports in the following fields:-
Fishing, mining, petroleum, tourism, and other specialized ports.

* Article 2 applications to establish such ports must be submitted to the Ministry of Transport
and communication.

* Article 3 such ports are subject to the supervision of Ministry of Transport and
Communication.

After that a presidential decree to be issued concerning the establishment of such ports.

» Up to now there is no port established under such law.
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Ministry of Transport and Communications

Decree No. 73 (1995)

Minister of Transport and Communications

After reviewing law (12) (1964) and law (24) (1983) and law (203) (1991) and the presidential
decree (1985) (1972) and the ministerial decree (70) (1987) and decree /(95) (1987) and decree
(147) (1991) and decree (148) (1991).

Decided

Article (1): All the foreign vessels that carry a foreign flag but owned to Egyptians or fully rented
by them under a charter contract to be treated as the national vessels with regard to
the charges and fees considerations according to the categories mentioned by the law
(24) (1983) and its amendments and the decrees that arrange the relations between the
shipping agencies and the ship owners.

Article (2): All the concerned bodies to apply this decree.

Article (3): To be published in the Egyptian official Gazette and be in effect from that day.
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Ministry of Transport and Communication

Decree No. (31) (1994)
The Minister of Transport and Communication

After reviewing the law (24) (1983), law (230) 1989) and the P-d (985) 1972)

Decided

Article (1): The following should be canceled and decree related to determining fees and charges.

“Egyptian companies and vessels that are treated as foreign companies and vessels
from the perspective of fees and charges”.

Article (2): To be applied and published.
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The General Authority of the Red Sea ports

Board of directors decree no. (2) (1995)

After reviewing the P-d (217) (1978), board of directors decree no. (2) (1992).

Article (1): The fees for handling imported wheat, corn, flour, and sugar to either bodies except
for the general authority of goods and the principal bank of development the whole
cargo approximated to the nearest ton.

Article (2): All the concerned bodies have to apply it.

Article (3): To be published.

Chairman
Board of Directors

The General Authority for
Red Sea ports
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Ministry of Transport and Communication

Decree No. 42 (1994)
Minister of Transport and Communication.
After reviewing the presidential decree (217) (1978), the ministerial decree (78 (1988) and the
approval of board of directors of the general authority of the Red Sea ports on 12 Oct. , 1994.
Decided
Article (1): A new paragraph has to be added to article (7) for exemptions that come from the
ministerial decree (78) (1988) as follows:-
d) All the general goods to be exported.

Article (2): To be applied and published.
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Ministry of Maritime Transport

Decree No. 19 (1995)
Minister of Transport and Communication
After reviewing the law (159) (1981), the law (12) (1964), the presidential decree (985) (1972),
PD (217) (1978), PD (565) (1980), PD (317) (1985).
Decided
Article (1): As an exception from article (7) the first paragraph of the law (12) (1964):
It is allowed to the Egyptian private sector to perform mechanical loading and
unloading in port, Port Said port, and Damietta port, and all the related works
especially building and managing the silo for grain in the ports after having the license

from the ministry subject to:

» The license must be a share company and the headquarters should be in Egypt.
» The capital of the company should not be less than (20) million Egyptian pounds
or equivalent

Article (2): The General authority of Red Sea ports, the G.A of Port Said port and the G.A of

Damietta.

» The ports are entitled to deal with such companies exclusively, each in its area.
As far as the charges and fees are concerned, there must be an agreement between the
port authority and these companies to determine the categories of such charges and
fees, which will be fixed for five years, and it includes:

* A rent of yards and spaces inside the port.

» Fees for all services offered by the port authority or any related bodies.

* Fees for handling cargo in the port.

Article (3): To be applied and published.
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Ministry of Transport and Communications

Decree No. 35 (1995)
Minister of Transport and Communication
After reviewing law (12) (1964) and law (24) (1983), law (203) (1991), the presidential decree
(985) (1972), presidential decree (217) (1978), ministerial decree (70) (1987), decree (95)
(1987), decree (148) (1991) and the report on meeting of the Egyptian / Saudi Committee for
bilateral Cooperation held in Riyadh on 24 - 25 Dec. (1994).
Decided
Article (1): All the passenger ships that carry the Saudi flag and registered as a regular line
between the Saudi and Egyptian ports in the Red Sea and Suez Gulf to be treated as
the Egyptian ships with regard to all fees and charges.

Article (2): To be applied.

Article (3): To be published.
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Table 5.5
Laws And Requlations Affecting Ports and Port Services
Law or Regulation Responsible Agency Rort Administration Pilgtage Hedlth and Harpor Stevgdoring Shedg and CFS Fustops Agency |Other
Quarantine Master Warehouses

Laws:

Law 280 (1960)
1.Regulations concerning ports
and national waters (Territorial waters)

All port Authorities

v

v

2. Law 66 (1963) Customs law

Customs Authority

3. Law 12 (1964) Establishing the Egyptian
organization for Maritime transport

Ministry of Trans.
and Comm.

4. Law 6 (1967) Establishing Alex Port

Board of directors of

Authority Alex. Port Authority
5. Law 88 (1980) Establishing Port Said Board of directors
Port Authority

6. Law 24 (1983) amended by law 60
(1988) and law 5 (1990) concerning the
fees and charges for piloting, port serv-

ices, light houses, berthing

Ministry of Finance
and Ministry of
Transport and
Communication

7. Law 4 (1986) concerning pilotage in
Dammietta port

Board of directors

8. Law 26 (1989) organizing pilotage in
port of Alex. and Dekhela port

Board of directors
of each port

NSNS KNS

NOINNISN S

9. Law 8 (1990) concerning the Maritime Minister of Trans- Light

trade port and Comm. I/ l/ l/ Houses
10. Law 203 (1991) Establishing the Minister of Public

Public sector enterprises sector enterprise I/ l/ l/ '/
11. Law 6 (1995) organizing pilotage in Board of directors ‘/

the Red Sea ports of each port
12. Law 1 (1996) concerning the establish-|  The Minister of

ment of specialized ports Trans.and Comm. l/
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Laws And Requlations Affecting Ports and Port Services

Law or Regulation Responsible Agency Hort Administration Pifptage Hedlth and Hqrbor Stevgdoring Shed$ and CFS |Custgms Agency Other
Quarantine |Master Warehouses
Presidential Decrees:
1. Decree 1482 (1959) assigning |Board of directors of
Suez Canal Authority to Suez Canal Authority / / /
administrate pilotage in Suez
port.
2. Decree 3293 (1966) determin- |Board of directors of
ing the authorities and Port Authority
responsibilities of Alex. port / /
authority.
3. Decree 2062 (1967) Ministry of Transport
concerning transferring the port |and Communications
authority and light houses to l/
the Ministry of Transport.
4. Decree 1198 (1974) Ministry of Transport
establishing the higher council [and Communications '/ '/
for ports and light houses
5.Decree 217 (1978) establishing | Board of Directors of
the general authority of Red Red Sea Ports
Sea ports amended by decree |Authority l/ l/
27 (1985).
6. Decree 565 (1980) organizing |Board of Directors of
and determining the authorities |Port Said Port. / ‘/
and responsibilities of Port -
Said port authority.
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Laws And Requlations Affecting Ports and Port Services

Law or Regulation Responsible Agency Hort Administration Pifptage Hedlth and Hqrbor Stevgdoring Shed$ and CFS |Custgms Agency Other
Quarantine |Master Warehouses
7. Decree 242 (1981) giving the Governor of
Alex. governor all the Minister's Alexandria I/ |/
authority with respect to port of
Alex.
8. Decree 317 (1985) establishing |Board of Directors of
Damietta port authority. the Port Authority ‘/ |/
9. Decree 494 (1986) establishing [Board of Directors of
Dakheila port. the Port Authority |/ |/
10.Decree 182 (1994) reorganiz- |Minister of Transport
ing or restructuring the and Communication
Ministry of Transport.
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Laws And Regqulations Affecting Ports and Port Services

Law or Regulation Responsible Agency Hort Administration Pilptage Hedlth and Harbor |Stevedoring $heds and dFS Qustoms Agency Other
Quarantine Master Warehouses
Ministerial Decrees by Minister
of Transport and Communication
1.Decree 568 (1962 determining Ministry of Transport
the vision areas for light and Communication l/
houses and shore signals and
the height of other buildings.
2.Decree 28 (1963) issuing the The Committee form-
executive regulations the ed to follow up the
control registration in Maritime registration /
Transport and the related
activities record.
3.Decree 138 (1964) to allow All ports Authorities
some exceptions from some
article of law 12 (1964) amen- I/
ded by decree 150 (1969).
4.Decree 107 (1967) concerning Alex. port Authorities
the regulation the Govern. l/
registration in the employees
record in Alex. port.
5.Decree 300 (1970) concerning Minister of Transport
supervision of navigation and Communication l/
chambers in Egyptian ports
amended by decree 14 (1971).
6.Decree 157 (1973) determining Port Authority and Ship
the fees and charges categories companies and ships l/ services
for using the flouting units owned dealing with the port
by Alex. port Authority. Authority




Laws And Requlations Affecting Ports and Port Services

Law or Regulation Responsible Agency Hort Administration Pilptage Hedlth and Harbor |Stevedoring $heds and dFS Qustoms Agency Other
Quarantine Master Warehouses
7.Decree 161 (1974) allowing the Ministry of Transport Ship
private sector to perform some and Port Authorities services
works related to Maritime / /

Transport (painting works,
security, ....etc.).

8. Decree 116 (1976) concerning Ministry of Transport Ship
dealing in ship supply as an and Port Authorities. / / services
exception of law 12 (1964).

9.Decree 143 (1976) establishing Board of Directors I/ l/
the Canal Shipping Agency Co. of the company

10.Decree 144 (1976) establish- Board of directors of
ing Alexandria Shipping Agencies the company.

Co. *according to the general /
assembly of the companies,
it has been divided into three
companies during April 1996.
11.Decree 114 (1977) concerning Port of Alexandria Security

the regulations that govern the Authority. I/ l/
activities of security for mer-
chandise and ships in port of

Alexandria.
12. Decree 98 (1978) forming a The concerned
Committee to supervise Committee I/ l/

registration in Maritime Tran-
port and the related works

record
13.Decree 106 (1978) allowing Port of Alexandria
the exception of some articles Authority l/ I/

of law 12 (1964) concerning
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Laws And Regqulations Affecting Ports and Port Services

the conditions that control
giving permissions to buy
ships garbage at port of Alex.

Authority.

Law or Regulation Responsible Agency Hort Administration Ith and Harbor bheds and jency Other
Quarantine Master Warehouses
loading and unloading on an
charge port of Alex.
14. Decree 128 (1978) concerning Port of Alexandria ship
/ service

15.Decree 129 (1978) determin-
ing the fees and charges for
port services at port of Alex.
(amended by decrees 72, 73
(1987) and decree 15 (1989)
and decree 35 (1990).

Port of Alexandria
Authority

16.Decree 163 (9178) concerning
the organization of shipping
Chamber in Alexandria.

The Chairman of
Shipping Chamber

17.Decree 22 (1970) determining
the fees and charges for port
services at Suez Canal area,
and Red Sea.

All the concerned
Port Authorities

18.Decree 23 (1979) determining
the fees and charges for port
services at port of Alexandria
amended by decree 77 (1986)
and decree 100 (1987).

Port of Alexandria
Authority

19.Decree 46 (1980) determining
the usage fee of the dry dock
at port of Alex.

Port of Alexandria
Authority

Ships
services

20.Decree 291 (1981) establish-
ing Suez company for

Board of directors
of the company
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Laws And Regqulations Affecting Ports and Port Services

Law or Regulation Responsible Agency Hort Administration Pilptage Hedlth and Harbor |Stevedoring $heds and dFS Qustoms Agency Other
Quarantine Master Warehouses
mechanical stevedoring Co.
21.Decree 15 (1983) concerning Ministry of Transport Navigat-
the safety and condition of ships and communication I/ |/ I/ ion
that work within the territorial waters
22.Decree 25 (1984) establishing Board of directors
Alex. Container Handling Co. of the Committee. / / l/ l/
23.Decree 76 (1984) establishing Board of directors
Port Said Container of the committee v’ V4 4 V4
Handling Co.
24.Decree 125 (1984) determin- Board of directors of
ing the fees and charges for Alex. container
services at Container Terminal handling Co. / |/ l/
at Alex. port (amended by
decree 43 (1985).
25.Decree 23 (1985) determing Neweiba port
the services fees at Newieba Authority / l/ I/ l/ l/ I/ l/
port.
26.Decree 34 (1985) determining
the fees of services offered by / 4 V4 / V4 I/ V4
Newieba port Authority.
27.Decree 159 (1985) determin- Port Said port
ing the storage fees at Port Authority
Said port. (amended by / l/
decree 68 (1986) and decree
133 (1988).
28. Decree 22 (1986) organizing Damietta port Labor
the registration of Tallymen Authority / / I/
at Damietta port
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Laws And Requlations Affecting Ports and Port Services

Law or Regulation Responsible Agency Hort Administration Pilptage Hedlth and Harbor |Stevedoring $heds and dFS Qustoms Agency Other
Quarantine Master Warehouses
29.Decree 28 (1986) organizing Damietta port Labor
the registration of workers at Authority I/
Damietta port (amended by
decree 205 (1986)
30.Decree 29 (1986) establishing Chairman of
a Shipping Chamber at Shipping Chamber / I/ |/ |/
Damietta port.
31.Decree 44 (1986) determining Damietta port Ship
the rules and usage fees for Authority services
the floating units of l/
Damietta port amended by l/ l/
decree 145 (1986), decree 56
(1987), decree 116 (1987),
decree 102 (1988) and decree
104 (1988).
32.Decree 69 (1986) determining Damietta port
the storage fees at Damietta Authority I/ I/
port (amended by decree 108
(1989).
33.Decree 97 (1986) establishing Board of directors
the Damietta Container I/ l/
Handling Co.
34.Decree 98 (1986) concerning —Ministry of Transport Ship
the permission of Egyptian and Communication services
private sectors companies and —Port Authorities
the Egyptians to practice the V4 V4 / V4
Maritime transport works as an
exception from law 12 (1964)
amended by decree 163 (1988).
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Laws And Requlations Affecting Ports and Port Services

Law or Regulation Responsible Agency Hort Administration Pilptage Hedlth and Harbor |Stevedoring $heds and dFS Qustoms Agency Other
Quarantine Master Warehouses
35.Decree 61 (1987) determining —Damietta port
the fees and charges for authority
services at Containers Term- — Damietta Contain- / / l/
inal at Damietta port er Handling Co.

(amended by decree 144
(1987) and 103 (1989).
36.Decree 90 (1987) determining Red sea ports Ship

the usage fees for floating Authority services
units and cranes owned by / l/ I/
Port Authorities and Light
Houses and the Red Sea
ports authority.

37.Decree 91 (1987) determining Port Said port
the fees for storage services Authority I/ I/ l/
at Port Said port.

38.Decree 94 (1987) determining Damietta port
the fees of storage services Authority I/ l/

at Damietta port (amended by
decree 140 (1987).

39.Decree 108 (1987) determin- Damietta port
ing the fees of storage at the Authority
refrigerated store at Damietta / l/ /
port.
40.Decree 21 (1988) determining - Port Said port
the fees and charges at the Authority
Container Terminal at Port - Port Said / V4 v V4
Said port (amended by decree Containers Handling
104 (1989) and decree Co.
21 (1990).
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Laws And Regqulations Affecting Ports and Port Services

Law or Regulation Responsible Agency Hort Administration Pilptage Hedlth and Harbor |Stevedoring $heds and dFS Qustoms Agency Other
Quarantine Master Warehouses
41.Decree 78 (1988) determining Red Sea ports
the fees for storage services Authority I/ |/ I/ l/
at Red Sea ports.
42.Decree 88 (1988) determining Damietta port
the usage fees for the floating Authority
units owned by Damietta / / |/
port Authority. amended by
decree 106 (1989).
43.Decree 95 (1988) determining Dekhela port
the usage fees for the mineral Authority I/ I/ |/
Dock at Dekhela port
44.Decree 137 (1988) consider- - Ministry of Transport Ship
ing the works of ships clear- and Communication / I/ l/ services
ance of ships as maritime - Port Authorities
transport works.
45.Decree 26 (1990) determining Port Authority
the fees of storage services v’ v V4
at Neweiba port.
46.Decree 34 (1990) determining - Committee of
the rules and conditions registration of
needed to allow the private Maritime transport I/ l/ I/
sector to handle agency I Port Authority
works for ship of maximum
capacity of 400 Tons.
47.Decree 40 (1990) concerning Each port Authority
giving discounts for vessels
that carry transshipment I/ I/ l/
containers per the fees and
charges by law 24 (1983).
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Laws And Requlations Affecting Ports and Port Services

Law or Regulation Responsible Agency Hort Administration Pilptage Hedlth and Harbor |Stevedoring $heds and dFS qustoms Agency
Quarantin |Master Warehouses

The Governor of Alex. decrees
concerning Alex. Port Authority

1. Decree 167 (1980) determin-| Alex. Port Authority
ing the usage fees for I/
mechanical ship stevedoring

2. Decree 191 (1980) determin- | Alex. Port Authority
ing the usage fees for the I/
floating crane
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Laws And Regqulations Affecting Ports and Port Services

Law or Regulation

Resp

onsible Agency H

ort Administration

Pilptage Hedlth and

Quarantine

Harbor
Master

Stevedoring

bheds and
Warehouses

q

FS

Customs A

jency

Other

Alex. Port Authority decrees

These decrees must be approv-
ed by the Minister of Transport
and Communication or the
Governor of Alex. according to

the delegations he has been given.

1. Decree 151 (1969) concerning
the security regulations at
Alex. port.

Alex

. Port Authority

Security

Alex. Port Authority Decrees:

2. Decree 153 (1969) giving the
right to port of Alex. police to
issue the licence for merchand-
ise guards at berth.

Alex

. Port Authority

Security

3. Decree 617 (1979) concerning
the berth reservation amended
by decree 3 (1981), decree 6
(1982), decree 16 (1984),
decree 28 (1985) 43 (1986).

Alex

. Port Authority

4. Decree 168 (1980) concerning
storage.

Alex

. Port Authority

N

5. Decree 12 (1983) determining
the fees for storage services at
Alex. port amended by decree
15 (1984), decree 29 (1985),
decree 44 (1986) and decree
49 (1987).

Alex

. Port Authority
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Laws And Requlations Affecting Ports and Port Services

Law or Regulation

Responsible Agency H

ort Administration

Pilbtage Hes

Ith and
Quarantine

Harbor
Master

Stevedoring

bheds and
Warehouses

q

FS

Customs A

jency

Other

6. Decree 37 (double) (1986)
determining the fees for storage
service at Alex. port (amended
by decree 44 (1986)

Alex

. Port Authority

4

4

7. Decree 45 (1986) determining
the usage fees of the bulldozer
owned by the Alex. port authority

Alex

. Port Authority

8. Decree 48 (1987) manifesting
the merchandise which is
allowed to be unloaded at
anchorage at Alex. port.

Alex

. Port Authority

9. Decree 50 (1987) determning the
fees for handling cement or
grain from soils at Alex. port.

Alex

. Port Authority
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Appendix A

Sheet1 Table 6.1
Egypt Port Services
Port Yearly port[ traffic - thousand metric tons .
7 o Number of | Thousand
1990 1991 1992 1993 1994 1995/berths  |tons per
Alexandria| and Dekheila berth/year
General cargo 7858 9972 9109 10227
(non-containerized) 5954 7706 6371 7431 34 219
(containerized) 1904 2266 2738 2796 4 699
Reefer 197
Dry bulk 5719 6426 7154 7752 25 ~310
Liquid bulk 3123 4177 3853 3625 5 725
21370 20648 16700 20575 20313 21604
Port Said
General cargo 1352 1627 1970 3332 A
(non-containerized) 521 368 442 720 90
(containerized) 831 12569 1628 2612 1 2,612
Reefer 38
Dry bulk 1478 1086 1932 2422 4 606
Liquid bulk 437 517 631 724 3 241
: : 2896 2846 3267 3230 4571 6478
Damietta
General cargo 2892 3412 3998 4722
(non-containerized) 227 303 132 459 8 57
(containerized) 2665 3109 3866 4263 4 1,066
Reefer B R
Dry bulk 2298 1696 3368 4171 2 2,086
Liquid bulk 2 0
2873 1805 5190 5110 7366 8893
Suez B B _
General cargo 1456 1263 1172 1253 16 78
Dry bulk | 1095 1179 876 514 3 171
Liquid bulk 2336 3072 2443 2563 1 2,563
' B 4647 5600 4887 5514 4491 4330
Safaga
General cargo 4 2 55 26 1 26
Dry bulk | 1594 2103 1856 1324| 4 331
Liquid bulk 32 47 ~
2015 1634 1598 2105/ © 1943 1397| B
]
TOTAL 33801 32533| 31642 36534| 38684 42702
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Appendix A

Table 6.2

" |Egypt Port Services N T
Port Yearly ponltrafﬁc - |TEU

1990 1991 1992 1993 1994 1995|Number of [ TEU per

berths berth/year

Alexandria| and Dekheila
(only for container terminal, does not include containers at general cargo or ro-ro berths)
In 100014| 109433| 117655 136271 149450 131175
Out 90776| 103877| 111598 121502] 134977 120928
Total 190790| 213310 229263 257773| 284427| 252103| 4| 63026
Port Said o
in 27247|  31018] 59355] 85337  92637| 170348|
Out 27536 29783 58160] 86000f 90900] 164313
Total 54783~ 60801| 117515] 171337 183537| 334661| 1/ 334661
Damietta
In 30118] 105908] 166662| 211091| 259891| 265867
Out 38540 102055| 157018 210446] 258112 262421
Total 77658 207963| 323680 421537| 518003] 528288 4 1320%2
Suez and Adabiya e
in 3906 3743 2835 2036| 3702 4349|
Out 7970 3600 , 2375 1975 2095 4370

11876 7343 5210 4011 5797 8719|
TOTAL
in 170285 250102| 346507 434735| 505680 . 571739
Out 164822| 239315 320151 419923| 486084 552032 ]
Total 335107| 489417| 675658 854658| 991764| 1123771

Page 2

.




Sheet1 Appendix A
Table 6.3
Egypt Port| Services
Export Tonnages 1990-1994
1990 1991 1992 1993 1994
Product Thousand tons
Sugar 2 10 1 0 22
Phosphate 54 86 0 147 611
Salt 125 121 188 277 446
Molasses 110 105 149 93 19
Fresh fruit 162 128 115 87 55
Potatoes 136 205 209 176 131
Onions 60 60 70 143 138
Other agricultural
products 164 242 281 697 715
Raw cotton 10 1 6 5 0
Yamn 116 102 81 83 140
Gen. cargo 2582 5663 3748 4164 6077
Aluminum 117 97 136 103 113
Crude oil 2664 9116 5682 9037 6313
Total 6302(- 15936 10666 15012 14780
Total exports
] 6335 19837 150567 18637 17992
Total imports
16389 14873 16252 14634 21597
Total 22724 34710 31309 33271 39589
- Export/import tonnages for certain key commodities
Product
.|Fertilizer,
Sulphur 600 526 762 614 858
Gen. cargo 8626 10979 9474 9810 13712
Timber 1100 1055 902 1187 1335
Grain 5423 5124 6408 3999 8620
Coal, coke 1518 1206 1165 1433 1853
Refrigerated
cargo ] 243 200 224 253 281
Crude/refined Ce
petroleum 2664 9341 5707 9069 6313
Total 20174 28431 24632 26365 32972




Sheeti Appendix A
Table 6.4
Egypt Port Services
Container Traffic in Major Ports in the Eastern Mediterranean Sea 1985-1994
(ThousanleEU)
1985 1986 1987 1988 1989 1990 1991 1992 1993 1994

Alexandria 134.3 134.4 143.1 156.1 136.6 190.7 2133 229.3 257.7 284.4
Damietta 0 0 0 0 0 77.6 207.9 323.7 421.5 518
Port Said 42 35.9 33.2 31.9 39.3 54.8 60.8 117.5 171.3 183.5
Piraeus 196.9 23.2 265.6 331.9 375 426.2 463 51 1A.5 526 517
Limassol 122.4 123.8 141.2 187.9 273.1 273.8 228.6 217.6 220.8 266
Larnaca 74.9 83.1 104.4 103.6 96.2 110.5 84.9 134.3 193.3 105
Ashdod 120 132{.‘3 119.3 135.7 136.7 173.8 2355 249 263 n.a.
Haifa 1621 163.3 154.9 171.9 194.8 2855 3227 353.8 422 n.a.
Total 842.6 904.8 961.7 1119 1251.7 1592.9 1826.7| . 2136.7| 24756
Source: Ocean Shipping Consultants Ltd | World Container Port Demand to 2010, Chertsey 1993




Appendix Table 6.5

Disbursement Account for a Container Ship (See next page)

This container vessel discharged 360 TEU’s and loaded 290 TEU’s. A total of 650
TEU’s were handled. The time in port was 50 hours.

Comments on some items of account:

7. Commission on inward freight (if collected by agent). As the majority
of containers discharged were on liner terms, the state agent claimed
this commission as allowable under the Tariff of the Alexandria
Chamber of Shipping for services by Shipping Agents.

9 Commission onwtward feight. This commission in other countries is
paid to agents who actually book the cargo. In Egypt, however, the
government agerdven if he did nothing to earn the commission, is
allowed tocharge it under the abotariff;

18.  Translation fees. These are charged whether translations are performed
or not.

19.  Cab hire. Hire of taxi cabs is for the convenience of the agent, per
tariff. This amount charged is excessive

21. Motor hunch and @at hre. According to the tariff, the agent is
allowed $12.50 for the round trip, including one hour waiting time.
The Captain in this instance numbered and signed five trip tickets; but
eight were submitted to cover officials travel to and from the ship.

22. Postage and petties. Same comment as for item 18.

30. Tally derks and supervisors. Charged per tariff even though personnel
was not supplied.

31.  Storage fees for containers reflecting the very long dwell time in the
port.
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Vessel Entry Flow Chart.Alexandria

Appendix A
Table 6.6
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Appendix A

Table 6.8
Port Infrastructure Matrix Appendix
. i _ _
Alexandria i Dekheila Port Said
Number | Length (m)| Depth (m)} Condition Number Length (m)] Depth {m} | Condition Number | Length {(m)]| Depth {m) | Condition
Berths
General Carqgo 34 3624 4.6-10 Poor-tair 2 750 12 8Fair 4| 170C 5-12 Fair
Grain 9 10200 7.3-9.7 Poor-tair 2] 800 12 8Fair 2 440 14.9Fair
Dry Bulk 12 827| 5.5-10 Poor-tair 4 791 811.5 Fair
Container 4 691 12 gFair 2 50K 12 8{Fair 2 589 11 4¢air
Ro-ro 2|Stern ramp 10.4Fan 1 40 8.5Faw
Coal 4 480 88-10  |fair 2 874 1420 for
Livestock 1 105 5 2| Fair
lquld BUIk 5 767 95104 Fair 3 77¢ “Jpoor-fair
Total 71 8| 18




Port Infrastructure Matrix

Appendix

Damietta Red Sea Ports
Number | Length (m}| Depth (m) Condition Number | Length (m}] Depth (m]) Condition
Berths Berths

General Cargo 8 1700 12}Fair suez
Grain 2 600 14.5Fair General Cargo 8 1340 6.7-8 Fair
Dry Bulk Passenger/roro 5 650 8|Fair
Container 4 1050 14.5Fair Adebya
Ro-ro Bulk 3 590 11-12.8 Fair
Coal General Cargo 8| 1590 g|Fair
Livestock Liquid bulk 1 921 10{Fair
Ligquid Bulk . Safaga

General Carqo 1 414 10{Fair

Dry bulk 4 629 8-14 Fair

Total 14 Total 30




Appendix A

Table 6.9
Equipment Matrix [ Appendix A 1able . _]
Alexandria Dekheila Port Said
{ Number | Capacity | Condition Comment Number | Capacily | Condition Comment Number | Capacity | Condition Comment
Equipment Metnc tor
« Geperal Cargo
Cranes 92 10- 140 | Poor to Fair 24 &-37
Fork Lifts 135 3-35 Poor 15 2.53
Medium
Small
« Barges 243 200 - 250 Bad Never clraned pioperly 27 200-250
* Neo-Bulk & Project
Malfis/Trailers 123 50 PO 16 Fa
» Grain & Dry Bulk
Discharge Towers 2 Fan
Branches 2 Fan
Yaguvalors 2 floating 260 1/hour each
silos




Equipment Matrix

| AéﬁndixA Table |

N
Alexandria Dekheila ol Port Said
Number | Capacity | Condition Comment Capacity | Condition Comment 2 Number | Capacity | Condition Comment
4

» Container
Ship Cranes i 3 32- 40 Good | 1x40; 2x32 | 3 45 New Post-panamax 3 2x41;1x45 Fair
Mobil I Tower 5 15 75 Poor Cannot lift rated load 10ver {-
RIGS 4 32 Good 1 over 3; 7 lanes ] 2 32
Top Lifts
Heavy Forklif > 10 42 - 45 Fair 6 45 New - 6 35-42 Real capa. 12-28
Stackers 2 4 2X45;2x67.5 4
Chassis/Bombcarts
Terminal Tractors (Hustlers) 28 Fair 12 17
Medium FTLs (6 -15 fons) 10 6 16 New
Small FILs (1 - 5 tons) 3 4 Fair to Poor 4 3-5

e Ro-Ro
Maffis s 10 10 50
Top lifts
Heavy Forklitts 2 37
Stackers - 2 32 :
Chassis/Bombcarts
Terminal Tractors (Hustlers) L




Equipment Matrix Appendix A Table ...

Damietta

Red Sea Ports
Number | Capacity | Condition Comment

Number | Capacity { Condition Comment

* Container
|___Ship Cranes ] 4(+2 40 Rehabilit.

bi r Tower
RIGS

2 on lease

| 1 70 2x45;1x30
3 30

Top Lifts
Heavy Forkiifts {> 15 tons) ; i
Stackers i
i r 4
Terminal Tractors (Huystler B 33

Medium FTLs {6-15 tons)

Small FTLs {1 - § tons})

* Ro-Ro
Maffis
Top lifts
Heavy Forklifts
Stackers
Chassis/Bombcarts
Terminal Tractors (Hustlers)




Equipment Matrix |_Appendix A Table ...,

Damietta Red Sea Ports
Capacity | Condition Comment Capacity | Condition Comment
Equipment
« Genergl Cargo
S 3 10-40 10-70 10 in Port Taufiq
Fork Lifts 42 5-40 in all Red Sea ports

7000 t/day] Good

Large _|Total capa. 8000 {/day

vacuvator

Vacuvators




Appendix A 6.10

Quick Hits for Early Improvements in Port Operations

Cargo Handling Practices

It has already been said that Egyptian ports are inefficient, in poor state of repair, suffer
from inadequate maintenance and are being operated at less than their nominal capacity. Many of
these problems can be traced to poor management practices and lack of supervision. In the
following are recommendatiorthat carry virtually no incremental cost, will have an immediate
impact on productivity and throughput, as well as capacity, lower costs and improved service
guality and can be implemented immediately.

24 Hour Work Day

Although port management asserts that they have shifted to 24 hour working it is not
apparent in the practices employed in the ports. Adoption of this regime means:

* Pilots and tugs are scheduled on a shift basis. They should be dispatched by the Harbor
Master so that vessels do not wait for the Pilot but proceed directly to the pilot station
where the Pilot boards the vessel while under way.

» Gatemen, watchmen, stevedore labor and supervisors work the shift hours as published
despite that sometimes overtime compensation is necessary.

» Managers of operating departments are on call 24 hours per day; their home telephone
numbers are published in port directories and on their business cards.

Operations managers ought to work on thekd and in the yards. Managers of operating
departments should verify that operating instructions are properly executed. Until supervision
improves substantially and work practices reflect consistent improvement, operating department
managers should be on the docks and in the yards actively supervising the performance.

Clean up Operating Areas
Some of the ports suffer froppor housekeeping. Trash, used dunnage, derelict equipment
and cargo handling gear litter some portdis can interfere with traffic patterns, clog working

areas and create safety hazards. Solution:

» Clear the roadways edge-to-edge. This means not only large pieces of debris but also
trash and garbage as well as sand and spilled cargo.



* Retrieve and stack cargo handling gear in designated areas which are defined by painted
lines or some physical barrier.

* Collect and sell for scrap all abandoned equipment, gear and vehicles.

Given the large labor force already employed in the ports, all of this work can be
accomplished at little or no incremental cost. Some o&wadable manpower can be employed
in this effort.

Infrastructure Repair

Disrepair where it exists can often be traced to improperly completed, or incomplete
construction and installation. Apparently projects were accepted with kerbs and gutters
incomplete, construction debris not cleared from roadways and light standards unfinished. Even
the container drminals, which are all relatively new, already exhibit varying degrees of
deterioration. In Alexandria open holes exist, or variations in graffieient tocause damage to
large trucks. The covers to the underground conveyors at the grain silos are broken and traffic
must divert to a secondary road to avoid the holes.

Although repair of the extensive damage will require capital improvement projects, much
can be done by ordinary repairs. For example:

* Where light standards have been knocked down, or traffic guards have been broken,
these should be cut down below grade and refilled. Where concrete foundations have
deteriorated the foundations should be removed and brought to grade level.

* Rail crossings should be re-graded.

» Drain and conduit covers should be repaired and replaced.

Traffic control in the ports is poor and the deteriorated infrastructure then contributes to the truck
congestion in several of the ports.

Equipment Repair or Replacement

With the exception of the new container cranes and top lifts at Dekheila, much of the
equipment in Egyptian ports is in need of a preventive maintenance and repair. A large percentage
of the shoreside cranes as wellnaany forklifts in Alexandria havebeen allowed to deteriorate
seriously. The situation in Damiet®grt Said and Suez is better.

Good housekeeping would require the manager to:

* Inspect all mechanical equipment under their control for operating capability and
condition.



» Equipment, which is not operational or is marginal should be moved away and
evaluated for use as spares supply or scrap.

» Usable equipment should be cleaned up by the operators of the equipment. They should
be made responsible for insuring its future maintenance. Routine maintenance such as
checking fluid levels and clean up after each shift should be the responsibility of the
operator for that shift.

* Container cranes should be inspected by independent crane surveyors and
recommendations obtained with regard to the maintenance programs as well as
installation of state-of-the-art drives and controls. Algorithm-based anti-sway systems
should be considered for all container cranes.

These recommendations for early action are importdrgy $hould be implemented on the
basis of existing authority and at very low cost. The impact of these operational proposals on
productivity should be felt immediately. Some of the recommendations are designed to
demonstrate to the work force that management is determined to improve operating conditions
and isprepared to do its part.

Recommendations to Improve Port Practices

Cargo handling practices also need to be improved:

» Large amounts of spilled grain can be found on the decks of ships and on the quay due
to poorly made connections.

» Open top coal and aggregate barges are often berthed, without covers, adjacent to the
grain berths in Alexandria (presenting a serious risk of contamination). Unfortunately
this is the best waiting area for barges using the main Nobaria canal to the Nile.

» Containers have been stacked in general cargo areas, outside container terminals,
haphazardly and should be stacked properly.

» Empty containers outside terminals are often handled with 2 hooks and wire rope on
opposite corners. Fixed manually operated spreaders should always be used and at a
minimum a bridle with 4 hooks.

» Bagged cargbas sometimes been handled with wire rope rather than slings or pallets.

» Bundles or paper pulp and wood products are liftedrrectly resulting in damage to
the packing wires and the bundles.

» High value cold rolled steel coils are deformed due to improper handling. Entire
consignments of this valuable cargo were observed in open areas where literally been



dumped. Steel cargoes are valuable and fragile. Such neglect can lead to substantial
claims and further damage to the reputation of Egyptian ports

The stevedang companies should institute a trainipgpgram on correct cargo handling
and stowage practices.

Improvement of Marine Services Operations

Private ship’s representatives have consistently complained of ldichkebf responsiveness
from the narine service providers. Vessels should not have to wait for pilots abhdatsgand
vessels should depart the berth immediately upon completion.

Re-instatement of VHF Licenses

Previously, the protecting agents shipgpresentatives, stevedores and others could use
VHF radios in the ports. For some unknown reason, the licenses have been suspended. Use of
VHF should be reinstated at the earliest possible moment. If conflicts exist with frequencies
assigned to official users, frequencies should be reallocated.

Use of Existing EDI Facilities

The constraints of the Shipping Agency Companies has been detailed elsewhere, but this is a
particularly tellingexample. Port Said Container and Cargo Handling Co. has developed and
implemented an EDI (Electronic Data Interchange) capability. They reported that Canal shipping
Agencies have refused to use the EDI link. The Agencies should be required to start using the
EDI link immediately. If they fail to do so these links should be made available to the Protecting
Agents and shipping companies.

Geodesic Information Systems (GIS)

GIS can be a useful tool in the effort to maintain, upgrade and improve facilteshe
Port Authorities start improng their existing facilitiesthey should adopt GIS methodologies to
correctly and accurately map and record details of infrastructure location, specification, condition,
and modification.

Customs Practices

Customs should work with the Port Authorities, stevedores and container terminals, as well
as the shippers and consignees. There are three aspettsuustoms can improve to help ease
the congestion in Egyptian ports and help realize the throughput and capacity nowmmscior
they were designed.



- Deposit for Containers

Customs currently imposes a deposit on inbound containers. This seems iogecan
and counter productive practice. Although the deposiingx@sed once the container is back in
the port, the dravback procedure is cumbersome and slow.

This practice has had the effect of limiting the supply of empty containers within the country
(and thereby creating problems fexporters);and congesig the ports. Tcavoid paying the
customs deposit, the containers are left in the port where the consignees unload the containers to
their own trucks. Export containers armstly stuffed in the same way. Tipsactice brings
more truck traffic into an already congested port area. It also converts working areas into non-
revenue storage areas because some of the ports are granting up to 30 days free storage. Custorr
should suspend and revoke all deposits on containers.

- Inspection in Cargo Handling Areas
For containerized cargo inspection of cargo in working areas is cumbersome, dangerous
and counterproductive.

Customs requires that containers in staging areas be stacked two-high to accommodate
this practice. Additionally, in both the working stacks and in the staging areas containers must be
stowed end-to-end (doors out) with enough space between the containers to allow the doors to be
opened and the cargo removed. This adversely impacts the capacity of the terminal in two ways:

 Stack height is limited to 2 containers high vs the stacking capability in the rest of the
terminal which is generally 3-high or 4- high (modern container terminals stack 6-high.

» Twenty to thirty percent of the ground space is wasted.

When Customs requires an inspection, which is often, the cargo is completely de-vanned
and spread on the ground, usually into the roadway obstructing trucks and container handlers.
Customs should develop an effective system of spot checks rather than opening and emptying
every single container.

Customs should cease this practice, but can require that containers for inspection be
removed to a specified devanning area. Generally these are called Customs Examination Stations
(CESs) which can be located virtually anywhere outside working areas. Customs should also
limit their inspections to containers identified through intelligence or technical means and
occasional random inspections.

- Gate Personnel and Manning

Customs procedures at port gates are slow and largely redundant, particularly with regard
to containers. When the truck arrives at the port gate it is again checked by Customs. Inordinate
delays occur. Containers released from the container terminals will have already been through at
least two clearance procedures; once by the consignee to clear his cargo and again at the gate o
the container terminal to clear the container.



Checks at the port gates should be limited to verification of the truck identification and the
seal numbers. Two officers should be provided for each traffic lane; one to perform the truck
verification and one to check the seals. All traffic lanes should be manned at all times.

On a longer term basis the Customs stations at the port gates should be supplied with
computer terminals linked directly to the container terminal’s computer and gate system as well as
to the Customs information system. This will eliminate multiple paper copies of clearance
documents and gate receipts.
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Table

71

Egypt Port

Services

Handling charges and freight rates

| I

Comparative rates for containers (US$)

l

Terminal handling charges

Stripping/stuffing charges

per container

per ton of cargo

40 feet 20 feet unitized  |non-unitized

Alexandria 441 225 7-8
Zeebrugge 100 100 n.a n.a
Antwerp 117 109 9 15
Haifa 118 78 3.3 9.1
Trieste 138 138 7.2 27.01
Felixstowe 152 116 46 46
Le Havre 168 157 n.a n.a
Montreal 170 170 n.a n.a
Marseilles 214 214 29.18 29.18
Barcelona 221 183 14.82 14.82

Source: Comparative Port Charge

s: Wydra in

stitute of Shipping and Aviation Re

search,

I I>

Z. Raanan 1995 Alexandria Container Terminal Tariffs 1996
Indicative freight rates| (US$) Terminal handling charges
in relation to freight rates
40 feet 20 feet 40 feet 20 feet
regular container container
Antwerp- 5.85 10.21] % of
Alexandria 2000 1067 22.05 21.09| freight
Ashdod 1867 933 6.32 8.36| rates
Istanbul 1767 1067
Piraeus 1333 786
40 feet 20 feet
regular container
Rotterdam/Hamburg- Alexandria-
Alexandria 2200 1267 |Hamburg 1000 533
Genoa- Alexandria-
Alexandria 1450 750|Genoa 850 450
Marseilles-| Alexandria-
Alexandria 1450 750{Marseilles 850 450
|
US East Coast- Alexandria-
Alexandria 4000 2400|{US EC 2850 2250
|
Page 1




Sheet1

i

| | i

n § l |

| | l l

Indicative freight rates|  (US$) \ l

| [refrigerated container [

] 140 feet |20 feet |

Alexandria- | |

Trieste | | 2950 [ \

Marseilles| 3950 ] |

Jeddah ; 2500 1400 | [

| | | |
Damietta- | l |
La Spezia | 3000 1600 ]
Jeddah | " 4000] 2000 |
| |

Source: Private Sector Development Secretariat: Quote

s from Orient Transport

Company Ltd. and Kuhne & Nagel

|

Transportation assessment for Egyptian export products

l

| ——

Pamela Michel, Trade Development Center

|
—
l
l l

Page 2




APPENDIX B

SUMMARY OF THE SCOPE OF WORK FOR THE
REPORT ON OPTIONS FOR INCREASING MARKET COMPETITION IN
MARITIME PORT SERVICES

Development Economic Policy Reform Analysis (DEPRA) Project
Cairo, Egypt

8 April 1996

.  BACKGROUND

This research study will be one of the major studies carried out under USAID's DEPRA project,
whose purpose is to support the Government of Egypt's (GOE’s) economic reform program,
improving the government’'s abilities to gather and analyze information, and to develop
recommendations for policy reforms and measures that will alleviate regulatory and other
constraints on trade, investment, private sector development and economic growth. This is the
scope of work for the first study proposed under the DEPRA project.

As part of a comprehensive economic reform program, begun in 1991, the GOE is currently
concentrating its attention on improving the economy’s export performance by reducing
regulatory constraints and promoting competitiveness through lower prices and improved
quality. The high cost of port services in Egypt has been identified as a major impediment to
better export performance due to the unfavorable impact on the prices of exports. Lack of
competition in the provision of port services is a significant factor.

Egypt's Maritime and Air Transport Law (Law 12 of 1964), with other laws and regulations,
effectively award monopolies to public sector entities for most port and airport services,
including shipping agencies, stevedoring, container port services, storage, and cargo handling
and movement within the port. As currently structured these public sector monopolies are
generally significant employers and major generators of revenue for the government.
However, the high cost of these service monopolies weakens Egypt's ability to compete in
world markets and deprives Egypt of the investment and jobs that faster export growth would
generate.

This study is part of USAID's Sector Policy Reform Il (SPR IlI) Program to support GOE's
agenda for policy reforms. One trade sector policy measure scheduled for the first year of
SPR Il is: "The GOE will carry out a study to determine the actions necessary to ensure greater
competition in maritime transportation, including service activities." For a follow-up measure
for the second year, the SPR |l states, “The GOE will adopt and begin implementation of an
action plan to break up monopolies in maritime transportation, including service industries."

. OBJECTIVE
The objective of this study is to assist the GOE in determining the actions necessary to ensure
greater competition in maritime transportation services for the purpose of increasing Egyptian



exports. The final report will contain recommendations and an action plan for increasing
competition and private sector participation.

.  TASKS

To accomplish the objective the consultant team's activities should include, but not necessarily

be limited to:

1) Briefly review the existing maritime services situation in Egypt, including restraints on
competition and their impact on exporters and importers. This review would incorporate
an analysis, description, and comparison of costs in international ports in the region and
elsewhere.

2) ldentify the areas where increased competition could improve the quality and reduce the
cost of port services; also develop options for increasing competition and more private
sector participation in the supply of port services.

3) Evaluate the willingness and likelihood that private sector operators will enter into
competition as providers of port services, if legally permitted to do so. Consider both the
possibility of private sector entities competing against existing government-owned entities
and the possibility of competition among private entities only.

4) Develop order-of-magnitude estimates of the potential costs and benefits to the Egyptian
economy from replacing monopolistic arrangements with a competitive system for
supplying port services, (including estimates of new exports and employment that could be
generated by introducing a competitive system for providing maritime services).

5) Delineate feasible alternative actions for reforms and efficient markets in the provision of
maritime port services; discuss the alternatives in a special meeting of key persons for the
purpose of formulating preferred options and an indicative timetable for actions to be
specified in the implementation action plan.

6) Recommend feasible alternatives for increasing competition in the supply of maritime
services. Indicate implementation paths, probable impacts on exports, employment, and
government revenues for each recommended alternative. Address responsibilities for
investment in maintenance and expansion of port infrastructure.

7) Develop an action plan for implementing the preferred set of recommendations, taking into
account the feasibility of implementation and the need for a significant increase in
competition.

8) Submit a draft report for discussion.

9) Help organize and participate in a meeting to discuss the reports findings, conclusions,
recommendations, and proposed action plan.

10) Submit a revised final report.

11) Submit a detailed work plan for accomplishing all the above tasks. The detailed work plan
should be submitted to the DEPRA Chief of Party or his designated Study Supervisor for
this task order within 6 working days of the arrival of the Team Leader in Cairo.

4. METHODOLOGY

The Team Leader should propose in the detailed work plan whatever methodologies are
deemed appropriate and cost effective to complete the tasks. Suggested methodologies
include: review of important documents, including laws and regulations governing the
organization and supply of maritime services in Egypt, review of financial information from
government-owned corporations providing maritime services, cost benefit analysis techniques,
comparison of the cost of maritime services in Egypt to costs in other countries, and interviews
with (1) public and private suppliers of port services, (ii) users of port services principally



exporters, and (iii) private sector operators who would potentially enter a competitive market in
port services.

Egypt's major international maritime ports are Alexandria, Port Said, and Suez. There are also
newer ports at Damiatta, Dikhheila, Safaaga, and Nuweiba. The team should plan to visit and
study all three of the major ports and two or three of the newer ports. It should be possible,
however, to obtain most of the information needed from Cairo, with field visits limited to less
than 15 days.

Steps to increase competition may include comprehensive or selective privatization of public
enterprises, and open entry to private sector suppliers in all or only a few specified services.
The consultants will work in close cooperation with GOE officials, particularly in developing
major recommendations and the draft action plan.

5. STAFF AND DURATION OF WORK

The work will be carried out over a period of nine weeks by a team of six consultants
comprised of three expatriate advisors having international experience and three national
consultants. The team should mobilize and arrive in Egypt to begin work by mid-April, and
complete the final report by mid-June, 1996.

Expatriate: Economist-Team Leader, Port Services Expert, and Port Management -Private
Sector Participation Expert.

Egyptian: Economist, Maritime Port Services Expert, and Legal Expert.

The international advisors will have, among them, experience covering seaport organization,
management, private sector port services and operations. The experience of the national
advisors will be Egypt-specific and complementary to that of the international experts. The
team has the skills and experience needed to analyze the port services situation in Egypt and
to make recommendations for increasing competition and maximizing the net benefit to the
economy.

Appendix

INFORMATION ON PORT SERVICES IN EGYPT

The GOE has taken a number of steps to reduce barriers and stimulate growth in exports,
including commissioning a comprehensive export strategy, and establishing in 1994 a Higher
Export Committee especially for eliminating impediments faced by exporters and for
streamlining export and import procedures.*

The essence of the problem that exporters face in dealing with state-owned port service
companies is indicated in the following quotation:
In Alexandria there are four shipping agencies under one state company, the
Alexandria Shipping Agencies Company, and one state stevedoring company, the
Arab Oriental Stevedoring company. Private companies may provide stevedoring
only in the anchorage (a small percentage of the cargo). In Port Said there is only the
Canal Shipping Agencies Company and one stevedoring company. In theory the

"Mention has also been made of a “High Committee for Export Promotion (by Prime Minister Decree No 975 of
1994)” and the “Higher Council on Exports.” See Schouten, Bastiaan. “Transaction Costs to Private Exporters.”
Draft for discussion (input for Chapter 8 of World Bank, Private Sector Development in Egypt, II). February 2,
1995, Cairo, Egypt: “Executive Summary,” page I.




state shipping agencies represent the interests of foreign shipping companies. (The
Law permits Egyptian flag lines to represent themselves.) In fact, foreign shipping
lines have found it necessary to engage the services of more than 20 local, private
shipping representatives in Alexandria to protect their interests .... Because the
private shipping representatives perform many of the functions that private shipping
agencies perform in other countries, importers and exporters effectively are charged
twice for similar ... services. Because the shipping representative may not legally
perform shipping agency services, freight charges include their costs which are not
invoiced separately to the shipper (and not included here in the “throughput” costs).
Similarly, private stevedoring companies may only perform cabotage stevedoring in
the harbor, but shippers were charged for stevedoring by state shipping agencies
(charges for the use of unneeded equipment).?

The primary focus of the study will be on determining the actions that will ensure greater
competition among the suppliers of port services for the purpose of better serving Egypt's
exporters and making Egyptian exports more competitive in world markets. Issues regarding
the quality and cost of services and most cost effective means of supplying port services are
included within this focus. However, many important issues relevant to expanding exports are
excluded from the primary focus of this study unless they can relate to measures for increasing
competition among port services. Such peripheral issues include policies for temporary
admission, duty drawback and tax rebate schemes, free zone matters, non-tariff barriers, the
direct cost of customs duties and fees, customs clearance, import or export licenses and
documentation. Also excluded from the direct focus of the study are certain non-maritime,
export-related services such as: procurement of foreign exchange, banking, financial
instruments, insurance, marketing, market information, and telecommunications.

2Schouten, ibid, page 14.
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Backaround of the Authors of the Study

Siegfried Marks

The team leader, Siegfried Marks, is President of Sigmar International, a Miami-
based consulting firm offering advisory services on economic reforms to governments and
operating problems to private companies. He is an international economist with thirty
years work experience in a wide range of economic reform projects, export promotion,
investment incentive legidation, deregulation of investments, foreign trade, prices, and
markets. Mr. Marks has worked with the magjor international oil companies, Esso, Shell,
Texaco, and Mobil Qil, analyzing regiona oil markets and government energy policies.
Contracted by the World Bank and USAID, he has advised governments in Latin
American countries and in the Newly Independent States (former Soviet Union) on
government policy reform programs and private business associations on trade
liberalization, investment promotion, privatization, and other areas of deregulation. He has
done extensive work, written books and articles on free trade agreements, customs
reform, and petroleum sector deregulation.

Bengt Bostrom

A broad-gauged transport speciaist/economist with over 30 years practical
experience. This experience includes work in many different developing countries, mainly
in Africa and the Americas, and fluency in severa languages. He has primarily been
speciaizing in different areas of maritime transport and port and airport development He
has aso been extensively involved in identification, evaluation and implementation of
transport infrastructure projects in different developing countries and for all modes (air,
rail, maritime and road) of transport. His most recent assignments have included a market
study for continuing privatization of port facilitiesin Maputo, Mozambique and an analysis
of impact on competition if an existing termina operator in one Mexican Gulf port were to
be awarded a concession for container terminal operations in another Mexican Gulf port.

Danidl Reiss

He has more than 22 years experience in the design, development and
implementation of transportation related projects. Most of that experience is international
in nature and much of it is centered on the middle East. Mr. Reiss was responsible for the
management and start-up of Mina Quaboos in Oman and for the establishment of the first
region-wide warehousing and distribution network established in the Middle East. As a
principal in Automated Terminal Development and previoudy in CMT Systems, he has



been responsible for the design and development of advanced cargo handling facilities.
These have included specidized terminal for handling boxed and bagged cargo as well as
neo-bulk and containers. Most of these facilities have been financed through public-private
partnerships with Port Authorities or other governmental agencies.

Captain Farouk El Saigh

Captain Farouk has extensive practical experience in Egypt’s maritime and port
services. He was an officer of the Egyptian Navy (Submarines), a ship Master (merchant
vessels), Manager and Operations Manager of Merzario Line in Alexandria. He is
Certified/Registered Marine Surveyor for inspection and estimation of damage. He
established his own Surfaro office in 1982 for marine surveying, consulting, and
representation for ten magor international navigation and shipping companies, mostly
European. Also, he managed the maritime consulting business in all Egyptian ports for
other international and Egyptian navigation and commercial companies.

Mustafa M ohamed Abu Safi

Mr. Abu Safi has worked as councilor in the State Council of Egypt and as legal
advisor to the Port Authorities of the Government of Saudi Arabia, to Martrans, to the
Electronic Research Institute, and to a number of Egyptian public entities. He has been a
member of the Advisory Council to the Ministries of Education and of Health. Mr. Abu
Safi has extensive work experience drafting important regulations and developing lega
procedures governing Egyptian ports. He has been a member of the Juridical Court, the
High Disciplinary Court, and the High Administration Court, as well as President of the
Port Said Administration Juridical Court.

Dr. Mahmoud Hassan Hosny

Dr. Hosny is an economist specialized in foreign trade and economic devel opment
issues. Heis active in research and training programs aimed at export development. He
has directed several market research studies on salt, glass, and refractory products for the
Foreign Trade Research and Studies Center at Helwan University. As a staff member in
the Foreign Trade Department of the University’ s Faculty of Commerce, he has prepared
and taught training programs for the Foreign Trade Research and Studies Center, the
Bank of Development and Agricultural Credit, and some foreign trade companies. He has
written books and articles on foreign trade policies and on planning issues. He has been an
advisor to the Ministry of Economy and been appointed to the Ministry’s Permanent
Commission for Export Promotion.
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CONTACT LIST « DEPRA « PORT SERVICES EGYPT
COMPANY NAME TITLE ADDRESS TEL. FAX
Africa For Import Export Abdel Aziz, Mohamed Chairman 78 Abdel Salam Aref St.[203 587 - 9500 (203 587 - 6788

Glym . Alex. , Egypt

Administrative Development
Civil Service Reform (CSR)

Mobarak, Hamed

Government Training
Center,Salah Salem St.
Cairo - Egpyt

202 403 - 0410
202 403 - 1076

202 262 - 5404

Arab Express Co.

El - Lakany, Mahmoud

Operation Manager

59, El Horria St. Alex.

203 493 - 9142
203 492 - 9706

203 490 - 9696

Administrative Development

Winning, Bill

Government Training
Center, Salah Salem St.

202 403 - 1076
202 403 - 0410

202 262 - 5404

Alexandria Container Handling Co. El-Gawad, Abass Abd Head Operations Sector Alex. Egypt 203 483 - 9226 203 482 - 2124
Alexandria Container Handling Co. El Sawi, Maughazi Consultant Operations Sector Alex. Egypt 203809 - 209 203 482 - 2124
Arab Academy for Science & Technology |Abd EI - Monsef, Ahmed Prof. Faculty of Maritime Alex. Egypt 203 5482419 off,|203 548 - 2517

Transport & Technology 203 5860030 h.
Best Marine Khalil, Capt. Yahia 6, El Gabarty St. 066 326954 off. |066 322967
Port Said, Egypt 066 349191 ho.
P.0O.Box: 525 Port Said

Cairo Three A El Gamil, Refaat 13, Ahmed Oraby St., [202 344 - 1030 |202 344 - 1030
Mohandiseen, Cairo [202 344 - 1033
Egypt 202 346 - 4560

Chemonics Shiels, Dr. Tony Management Advisor / COP  |P.O.Box: 28 Giza 12211202 570 - 2511 [202 570 - 2565
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Nile Tower Bldg., Floor
24- 21 Giza St., Egypt

202 570 - 2532
202 570 - 25 86




Canal Shipping Agencies Company

Koraitim, A. A.

APPENDIX D

Chairman & Managing Director

Port Said
Cairo

066 227 - 500
202 575 - 7877

Damietta Port Authority (DPA)

Kamel Abd El - Hamid,
Rear Admiral Ossama

Board Chairman

202 325 - 926
202 325 - 927

202 325 -930

Egyptian Businessmen's Association
E3A

El Sherif, Taher

Secretary General

21, Giza St., Nile Tower,
Cairo - Egypt
P.0O.Box: 265 Orman

202 573 - 6030
202 572 - 3020
202 572 - 3855

202 573 - 7258
202 621 - 014

Egyptian Businessmen's Association
E3A

Hashish, Mohamed Ali

Commercial Director

Eisc Build. 18 Hussein
Waasif St.P.0.Box 110
Orman Giza, Egypt

202 348 - 1571
202 348 - 7821
202 360 - 7537

202 348 - 1116

Egyptian International Shipping Co. (EIL)

Hashish, Ali G.A.

Chairman

Eisc Build. 18 Hussein
Waasif St.P.0.Box 110
Orman Giza, Egypt

202 348 - 1571
202 348 - 7821
202 360 - 7537

202 348 - 1116

Embassy of the United States of
America - Cairo

Sanderson, Janet A.

Minister Counselor for Economic
Affairs

202 357 - 2253

202 357 - 2181

Egyptian Transport & Commercial
Services (EGYTRANS)

Leheta, Hussam

Vice Chairman & Managing
Director

11 Dr. Kamel Morsy St.
El Shatby - 21519 Alex.

203 596 - 4696

203 595 - 0193

Economic Research Forum

Handoussa, Heba

Managing Director

7 Boulos Hanna St.,
Dokki, Cairo - Egypt

202 337 - 0810
202 348 - 5553

202 361 - 6042

Egyptian Transport & Commercial
Services (EGYTRANS)

Leheta, Wa'el

Chairman

21 Ahmed Orabi St.,
El Nahda Tower
Mohandiseen - Cairo

202 344 - 8787
202 347 - 9925

202 345 - 0761
202 344 - 7285

The Egyptian Center for Economic
Studies (ECES)

Galal, Dr. Ahmed

Acting Executive Director and
Director of Research

World Trade Center
1191 Corniche EI Nil
14 th floor - Cairo-Egypt

202 578 - 1202
202 578 - 1203
202 578 - 1204

202 578 - 1205

El - Mezawie

El-Mezawie, Dr. Ali A.

Consultant Management -
Economics - Transportation

Page 2

202 262 - 2339
202 393 - 5083
202 261 - 8446
202 355 - 7591

202 354 - 0441
202 260 - 0648
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Faculty of Economics & Political Science

Mohieldin, Dr. Mahmoud

Cairo University

5728055 off.
5728116 off.
3372797 home.
3371277 home

3600097

Federation of Egyptian Industries Khamis, Mohamed Farid Chairman 26, A Sherif St. 202 392 - 8366 (202 392 - 8075
Cairo - Egypt 202 392 - 8317
Federation of Egyptian Industries Sines, Richard Consultant Ramses Hilton Hotel 777444

Gulf Agency Company (GAC)

Khamis, Mohamed
Badawi

General Manager

P.O. Box 85-21111
Alexandria - Egypt

203 484 - 0256
203 484 - 0257

203 4821 - 770

Gulf Agency Company (GAC)

Abbas, Magdy

Oeration Manager

P.O.Box: 85 - 21111
Alexandria - Egypt

203 484 - 0256
203 484 - 0257

203 484 - 0258

Gulf Agency Co. Ltd El Nims, Mortada General Manager Freeport building 066 333 -212 066 333 - 213
Port Said, Egypt
Gulf Agency Co. Ltd Mustafa, Magdi General Manager 10 Gohar Al Kaeid St. [062 333 -252 062 333 - 251

Port Tewfik, Egypt

International Associated Cargo Carrier
IACC

Alahwal, Mustafa

Chairman

4, 204 st., Degla Maadi
Maadi - Cairo

202 352 - 7172
202 353 - 7522

202 353 - 5537

Lykes Lines

Abousif, Milad

Special Representative for Egypt

8 - Ahmed Orabi St.
Alex. - Egypt

203 4820 - 542
203 4829 - 441

203 4835 - 644

Ministry of Economy & Foreign Trade

Said, Eng. Mostafa

Under Secretary for Information
& Statistics Head of Egyptian
Trade Point

202 303 - 3475
202 303 - 3474
202 303 - 3471

202 303 - 3480

Ministry of Maritime Transport

Madkour,
R. Admiral Ahmed G.

Counsellar of Ports

4, Batalsa St. Alex.

203482 - 7174
203 483 - 8983

203 482 - 1096

Ministry of Maritime Transport

Hosni, R. Admiral
Hani H.

First Under secretary

Alexandria

203 482 - 0773
203 482 - 4631

203 482 - 1096
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Maxwell Stamp PLC

Magdlener, Peter

APPENDIX D

Nasr City Cairo-Egypt

202 403 - 1076

202 262 - 5404

Maritime Reasearch & Consultation Center El - Nabawy Head of Inf. Systems Dept. P.O.Box: 1029 Miami 203 873 - 327 |203 540 - 8374
Eng. Bahig Zaki Alex. Egypt
Ministry of Planning El Shawi, Mohamed First Under Secretary for Salah Salim St. 401 - 4706
Mokbel Transport and Communication Nasr City

Ministry of Trade and Supply

Goweili, Dr. Ahmed

Kasr El - Eini St.

Maritime Transport Egypt El Bari, A. Abd Counceller 4, Batalsa St. 203 482 - 7542 (203 482 - 1056
Alex. Egypt
Office for Studies & Finance, S.A.E. Khalifa, Dahlia O. Vice Chairman 13, El Khalifa El 202 2917 - 231 |202 291 - 3878
OSAF Maamoun St.Heliopolis 202 2917 - 233
Cairo - Egypt
Port Sid Containers & Cargo Handling Co. | Elerian, Abou Elatta M. General Director 066 237 - 152 |066 239 - 347
066 227 - 478
Port Said Containers Handling Co. Elmor, Lothy Hassan 322-400 Home (239 - 347
239-321 office
Port Said Containers & Cargo Handling Co. Soliman, Chairman Port Said 066 - 237151 066 220 - 419
Admiral Mohamed Ali
Port Said Chamber of Commerce El-Masry, Mohamed Chairman Port Said 066 236 - 141 066 236 - 141
066 222 - 733
Port Said Port Authority Hamza, Rear Admiral Chairman Port Said 066 224 - 613 [066 235 - 913
RTD.Maged Cairo 202 575 - 4072

Public Enterprise Office - (PEO)

Arman, Dr. Ismail

Manpower & Human Resources
Development Consultant

2, Latin America St.,
Garden City - Cairo

202 355 - 9287
202 355 - 9288

202 355 - 9233

Red Sea Ports Authority

El - Masry
R. Admiral
Mohamed Mohsen

Deputy Chairman

P.O.Box: 1 Port Tawfik-
Suez

062 222 - 205

062 226 - 761

Page 4




River Transport Authority

Hamdy, Soheir

APPENDIX D

General Manager of the Dept.
of Information

Location known by Capt
Farouk : "7 Km before
Maadi

SALAMARINE EGYPT
For Trade & Transport S.A.E

Salama, Karim

Managing Director

El Obour Bldg.
30 Lomomba Alex.

203 494 - 1663
203 494 - 1664

203 493 - 1013

Suez Canal Authority

Gaber, Cap. Moustafa

Deputy Transit Manager

Port Said

066 221744 off.

Port Said 066 386010 ho.
Schouten Consulting Schouten, Bastiaan Principal USAID/Cairo, APO AE |202 348 - 7692 |202 357 - 2233
09839 (USA)
Email: rubbs@rusys.
EG. net
Suez Mechanical Stevedoring Co. El - Hamid Chairman Suez

Adm. Farouk Abd

Trading & Investment C. "GEFCO"

Hennawy, Mohamed

Commerical Operations Manager

17, Kasr EI Nil St.
Cairo - Egypt

202 393 - 1479
203 483 - 4086

202 392 - 7549

Transport Planing Authority

Saleh,Dr. Ahmed Eisawi

Ex Vice Chairman

105 Kasr El Aini St.
Cairo - Egypt

202 355 - 3592

Tabadol Shipping Co.

El Saghir, Abdel Fattah

Shipping Consultant

35 Shahid Salah
Moustafa St.Alex. Egypt

203 4824557 off.
203 846252

203 482 - 3999

Tabadol Shipping Co.

Tadro, Helmy

General Manager

35 Shahid Salah
Moustafa St.Alex. Egypt

203 4824557 off.
203 4839198 h.

203 482 - 3999

Tabadol Shipping Co.

El Sayegh, Hazem H.

Port Operations Manager

35 Shahid Salah
Moustafa St.Alex. Egypt

203 4824557 off.
203 5460996 h.

203 482 - 3999

Tabadol Shipping Co.

El Shazli, Nazli

President

35 Shahid Salah
Moustafa St.Alex. Egypt

203 4839198 off.
203 5879672 h.

203 482 - 3999

US Embassy Consulate

Abdelnour, John

Senior Commercial Specialist

Page 5

110 Avenue El Horrey
Alex. Egypt

203 483 - 6330

203 482 - 9199
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US Agency for International Development

Deuster, Paul

Assoc Dir Economic Analysis
& Policy American Embassy

106, Kasr El Aini St.
Cairo, Egypt

202 3572068 off.
202 3489520 h.

202 356 - 2932

US Agency for International Development

Gellerson, Mark

Economic Advisor

106, Kasr El Aini St.
Cairo, Egypt

202 3573780 off.
202 3489520 h.

202 356 - 2932

US Agency for International Development

Morsy, Judith

Project Manager

106, Kasr El Aini St.
Cairo, Egypt

202 3573717 off.

202 356 - 2932

US Agency for International Development

Mulligan, Paul

Dpty. Assoc. Dir. Econ Analysis
& Policy - American Embassy

106, Kasr El Aini St.
Cairo, Egypt

202 3573734 off.
202 3616381 h.

202 356 - 2932

US Agency for International Development

Wertz, Robert

Economic Advisor

106, Kasr El Aini St.
Cairo, Egypt

202 3573783 off.
202 3489520 h.

202 356 - 2932

Worms Alexandria Cargo Services
(Worms A.C.S))

Ragab, Dr. Ahmed

Managing Director

47, Sultan Hussein St.
P.O. Box: 2234 Alex.
37 Bagdad St.,
Heliopolis - P.O.Box:16
Cairo - Egypt

203 482 - 5572
202 2919 - 633

203 483 - 6361
202 666 - 461
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