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Introduction 

During the last two years, the Government-owned textile industry has made serious 
attempts to privatize its operating units. The original plan was to privatize through the 
public sale of shares (IPO's) in these companies. In textiles alone there were over twenty 
Affiliated Companies, owned by three Holding Companies. Although it was presumed in 
the early stages ofthis process that the companies would qualify for IPO's, it was found 
that excessive debts, redundant labor and yearly operating losses limited the attractiveness 
ofthe majority of these firms. Those which escaped these conditions and could post profits 
with little or no debts were attractive contenders for privatization; the others, however, 
were difficult to prepare for such action. 

In 1996-97, !>wnership ofUnirab's shares by private stockholders reached a 
majority. Subsequently, in 1997-98, KABO and Alexandria Spinning and Weaving were 
also sold through IPO's. However, further progress has been limited, even though there 
are still several GOE firms that would be attractive candidates for purchase by private 
enterprises. Nevertheless, the potential these firms have selling their Government-held 
shares will depend on the terms of the offer. Over pricing could scare away even the most 
serious contenders. 

Because the outright sale ofloss-making or run-down textile firms is difficult at best, 
one of the Holding Companies decided to lease some of their facilities. It was generally 
recognized by the three Holding companies that the Affiliated Companies were probably 
unwieldy in their current organizational structure, with extensive vertical and horizontal 
integration with multiple units of spinning and weaving housed in each of the AC's. 
Discussions arose as to how individual units could be sold or leased, and it was under this 
umbrella that several leases were developed. The most important one was by the Korean 
conglommerate Dong II for the lease of the best ESCO facility. However, two other leases 
were also consummated, one for the dyeing and finishing facilities at Cairo Silk and the 
other for 40 Sulzer weaving machines at the same AC. 

Based on this precedence, additional private sector parties were identified who had 
an interest in leasing other facilities in some of the other AC's. But in the course of 
negotiating new leasehold contracts, it was found that there was little experience in 
developing sound contracts that would be beneficial to both parties - for the Government as 
well as the private lessee's. As a result, the new leases were not concluded and both sides in 
the negotiations felt betrayed at one point or the other. It was at this time that the APRP 
suggested developing a series of workshops on the principles and key issues involved in 
developing leasehold and management contracts. In the interim, the Minister of Public 
Enterprise issued a decree whereby the Ministry would "rent" the textile facilities to its 
current management for one year periods. This is a form of performance contract. 
Nevertheless, the one year arrangements do not embrace privatization, even though this 
may be useful for stopping the resource drain by turning loss-making firms into profit 
making units (some debt alleviation, early retirements for the labor force, and additional 



capital for machinery repair and replacements have been added to the "rental" 
agreements), a prerequisite for healthy privatization. 

It should be noted at this time that although it might be beneficial to the private 
sector to purchase loss-making, rundown, obsolete facilities for reasonably low prices 
without the debt burdens and redundant labor force, this does not serve the Government 
well. The GOE invested heavily in these companies and they currently employ large 
numbers of workers. SeIling these units at their market value for both the buildings and 
machinery that have fallen into disrepair, would lead to extensive de-capitalization of 
Egypt's flagShip industry. For this reason, leaSing or management contracts may be the 
only viable alternative. 

As an alternative to IPO sales and performance "rental" agreements with current 
management, the leasehold or management contract may be an attractive option. Each of 
these actions is considered to be "privatization" by the GOE and USAID, as long as the 
private sector is the lessee or manager. What is necessary, then, is to develop a transparent 
procedure that will identify facilities which could be placed under contract and to solicit 
potential lessee or management contractors. Since the ultimate leasehold or management 
contract will have to deal with eXisting debt, in-place employees and management, 
buildings and machinery repair, machinery replacements, and a host of other issues, it has 
been agreed that the participating parties in this negotiation should develop a set of 
guidelines that could be adopted across-the-board and that would serve the interests of 
both sides. To support this idea, an APRP Benchmark was developed and approved by the 
GOE and USAID, stipUlating that such a set of guidelines would be created and approved 
by the corresponding responsible ministry, the MPE. 

In order to start developing these guidelines, an initial workshop was developed for 
preliminary discussions, to which the private sector was invited (and attended) along with 
Holding Company and Affiliated Company personnel, MPE officials and consultants, and 
technical assistance contractors from the APRP. The Agenda for this workshop is 
presented below, and the workshop materials, attendees and recommendations are 
attached. The workshop was viewed as extremely successful because of the richness and 
depth of the discussions and by the fact that several high level officials and private sector 
representatives attended the sessions. 

Based on the discussions at the workshop, it was recommended that a committee be 
formed from amongst the participants, which would have the responsibility for drafting a 
paper comparing operational leases and management contracts with financial leases and 
performance contracts respectively. Second, the committee would visit several ongoing 
leasehold operations in Egypt to try to understand how they are operating and under what 
kind of contractual arrangements. Third, it was suggested that either the committee travel 
to India and/or France to evaluate their forms of leases/management contracts or that 
knowledgeable representatives from entities in those countries be brought to Egypt for a 
series of seminars and workshops. The committee will commence work as soon as the 
respective TOR's are approved. 
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Course Outline 
"Achieving Privatization Through Leasing" 

Basic Principles of Leasing 

Background 

Leasing of textile mills has become a viable option for privatization in Egypt. 
Three factory leases are currently in place and more are being considered. However, 
there seems to be no standard principles or guidelines for development and managing a 
lease contract. A set oflease options will be presented to the participants in small groups, 
and they will have the opportunity to discuss the key issues for each lease option. The 
second case will present a hypothetical situation. Each group will be required to act as if 
they are a company and will have to select their preferred option and justify their 
selection. This course will use the case studies to illustrate the basic principles and key 
issues involved in developing a lease contract. 

Course Content - Key Issues 

Buy or Lease? 
decision, 

Lease Options 

Determining 
Lease Payment 
Schedules 

Labor Issues 

Lease Management 

Leasing Contracts 
and Documents 

This is the critical question and the reasons for making a 

one way or the other, depend upon qualitative judgments as to 
what might happen in the future with regard to land values, cotton 
prices and price controls, redundant labor redeployment, and 
factory profitability. 

Operating Leases, Financial Leases, Land Leases, Straight 
Purchases 

Security Deposits, Grace Period, Annual Payments, Deferments, 
Salvage Values or End-of-Lease Purchase Options, Lead Time, 
Transition Time 

Labor acceptance requirements, early retirement, redeployments 

How is the lessee supervised by the lessor, what are the conditions 
that the lessee must meet to fulfill the terms and conditions of the 
lessor, and how can the lessor enforce these conditions? 

Unsolicited Proposals, Letters of Intent, Tendering Documents 
(Responding to advertisements), Leasehold Agreements, Legal 
Enforcing Documents, Management Guidelines and Warnings, 
Complaints, Claims and Accusations. 



Duration: 2days 

Period: /11/98 - /11/98 

Place: 

iiiI No of attendants 

Draft 

Leasing Seminar 

Time Table 
First Dav: 10911998 

No Activity Duration Timing I Responsible' 

.... 

1 Introductory Session 1 

2 Open Discussion 1 

3 Coffee Break 0.5 

4 i Main Key Issues in Leasing 1 
, Stress On: 

I Leasing Approaches 
Legal aspects 
Definition of Fair Lease Value i 

I 
is Open Case Study (Solved) 

6 ! 6Lunch Break 

7 Case Study No. 1 

8 Case study (1) Group Discussion 

H= Dr. Haliouda 
A= Eng, Adel Eisayed 
G =Dr. Gamol Awad 
L= Lawyer 

Admin. = Administration 

: 

, 1 
i 

1 

0.5 

1 

I 

10:00 11:00 H 

11:00 12:00 H+L 

12:00 12:30 Admin. 

i 12:30 13:30. G+L 

13:30 14:30 A+G 

14:30 15:30 Admin. 

' 15:30 16:00 A 

16:00 17:00 A+G+L 

1 

, 

, 
, , 

i 

\ 
: 

I 
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SecondDav 

No Activity Duration Timing Responsible 

1 Case (1) .. Group discussion (cont.) 1 10:00: - 11 :00 

2 Group presentation for case study I 1 11:00 12:00 H+G+L+A 

3 Coffee Break 0.5 12:00 12:30 Admin. I , , 
I 

14 Wrapping up Session 
1
0.5 12:30 13:00 H I 

I : 1 4 Case Study II Presentation " 0.5 ! 13:00 13:50 A 
: (Decision Making Case) 

'. . 

OM 

5 Case study (Group Work) 1 • 13:30 14:30 . A+G+ L 

6 Lunch Break 1 ; 14:30 15:30 Admin. 
i 

.7 Presentation of groups decision (By 1.5 . 15:30 17:00· H+A+G 
, ..or I Group Leaders) 
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REFERENCE MATERIALS 

for 

Training Workshop on Leasing Procedures 

November 15-16, 1998 
Palestinian Hotel, Alexandria 

Sponsored by: 

Agricultural Policy Reform Project 

In Collaboration with: 

Ministry of Public Enterprise 
Ministry of Agriculture and Land Reclamation 

Ministry of Trade and Supply 
ICESINCF 
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TECHNOLOGlCAIi· 

'. INTERNATIONAL . MATURATION OF ~ ~=-n • J"" .I 
CHANGE ECONOMIC MARKETS IN FALL OF COMMUNIST 

-Faster and better INTEGRATION DEVELOPED . AND SOCIALIST 
Conununication COUNTRIES REGIMES 

.. . ~r J 4.\s.t.t •• :/~\...:.1 -Fewer tariffs (GATI) -More countries linked to 

-Faster and better 
-Currencies linked via -Slower domestic the capitalist system 

floating exchange rates growth. -More Privatization tranSportation. -More global capital -More aggressive ~IJ'J~~IJ~ · t.r I) ,:,--, .;,")\.41 r flows exponers. 
-More infonnation Jlr~l<fj) J.;..IS" ~It. "'} -More deregulation 

networks connecting 
yl ~/" ",li,,,.; 

... ~I ..11 .~~I ,~, jI 
people globally 

... . "' ... }-- ",\L r-:'- ...:,..')I....J\ J .;1J.i \ , 

I 
I 

1: 1: 1: 1: 
WL>.Jlj JI"...~I W-"" 

THE GLOBALIZATION OF MARKETS AND COMPETITION 

.., ... 
I ).si )o~ ).si u<>,) 
, 

MORE HAZARDS MORE OPPORTUNITIES 1 , 

ill 

I • More Competition. • Bigger markets .. 

I • Increased speed. • Fewer barriers 

, 
.::.LJo.WI ~ J~I d.s....lj '::'1..;.'1;; 

LARGE-SCALE CHANGE IN ORGANIZA.TION 
To avoid hazards and/or capitalize on opportunities, finns must become stronger 
competitors. Typical transfonnation methods include: 

Reengineering. Mergers and acquisitions. 

Restructuring. Strategic change. 

Quality programs . 
Cultural change.. 

... 
" .. 

,': 
Source: From the New Rules: How to Succeed in Today's Post- corporate World by Jolm P. Kolter. Copyright@ 1995 by 
John P. Koter. Adapted with pennission of the Free Press, a Division of Simon &. Schuster. . 
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The policy being adopted by the government is that all SeEs will be eventually privatized 

after the appropriate restructuring has taken place, 
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Table (1) Memoranc!urn o.LlJl)slcr_sJ(lf1dJ9!..§I!!!!.L_~!,lJ!).QrLtY..2.!J!]dia !"imitcd (SAIL) 

-------~------- - ---'----.. '----'- .,._---._----------------The colurnans show the weig!liD9J_,g:..\ors of i!!1P'ortant criteria 

NO. MOU In 1989 - 90 MOU In 1990 -91 MOU in 1991- 92 MOU in 1992- 93 MOU in 1993- 94 ! 

1-

2-

3 

4-

5-

6-

7-

I 

• Production of crude • Production • production (25%); • production (welght.ge 15%); • nnanclal 

• .teel (weight, 60%); (weight age 27 5%); performance; 

-- .. ,.-.-.-~---'-- --_._---------
• Groas margin I capital • projects InclUding • projects IncludinU R&D (15%): • prolit and prollt·related arc. • projects; and 

employed (15%); • R&D (15%); (50%); _. 
.-,~- .----, ... '. -~--

• Project schedUle • gross margin I capit:~i- • cost control measures, • human resources development • production. 

(10%); and employed (12.5%); especially energy (15%); 

consumption and inventory 

reduction measures (25%) 
- ~.- -- -_._- -

• Customer satisfaction • customer satisfaction • gros5 margin/capital • p.ojects Including R&D (10%); 

(15%). (10%); employed (15%); and 
,---- -- ~---.-.--- .. ---,,----._---_.- -.. .¥---_.,-----,---. . _------_.-

• % tested In saleable • Customer satisfnction (10%): • Customer satisfaction and 

steel (15%); and commercial areas (10%). 
--~. ----------- - ... _-------_. ---- _ .. - .. _---- ----- ----- ---'-

• energy consumption • hUman r(!SOUrces 

(cost reduction development (10%). 

measure)(10%); and 
_._,--- - .. '- ----_._-----_ .. _-------_ ... ._-,-

• human resources 

development (10%). 
-- --- --

• A third party consisting of High Power Committee (IIPe) Assisted by an lid hoc Tabl.e Force (ATr) was empowered to oversee ministries I department w.r.t 

MOU • This was a great Victory lor the reformats 01 the system. The r~lorrn was hacked by latc P.M Rajlv Ghendl who participated In the 1 st MOU 

negotiation. 
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• It was with some difficulty that the government was convinced that the 
signatory to the Memorandum of Understanding(MOU) should not be 
allowed to evaluate . 
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[jWlI ~ &- ~Jli..J1 ~IJ,I ':'I.»JI ~JI..!.. (f ) ~J JJ~ 
ralts ared bv e2:otiators of ot T . Sh N B h P atterns 

Cooperative" Effective JWlI U.,t..:!ll Aggressive Effective ~WJI 44--11 

Self Monitors (Cooperative Traits) Self Monitors (Aggressive Traits) 
, (~.Jt..:i .y---) 4i1~1 wl~yJl (44-- .j:..) 4i1:,j1 ... ::I.;-:yJl i I 

:1 Trustworthy "-bL;:i..J1 ~I : Dominating :;, ';! 'I 

! EthIcal ,;~i ' Forceful • dil 
~ -"J 

Fair J~lc. Attacking • " 'I 
.1~~ 

Courteous " , , 
~ Plans timing & sequence of events 

, Personable 

: TacthIi 
Sincere 

~~,. ~. 

-u::...;,; - ':.,.=.: .~ 

(strategists) 

I 

I Rigid 
i L.:ncooper~lll';e 
i 

( ." .". '"'.j -~!;~;: 

• Falr'lnIOJeJ c"'- ...5'; 'Gets to kno\\" oppC!1em 

: R.ealistic 00enlllg position ~ C nrc3iistic 0pcning p0~a:0i1 
~i J ..... ::lo.:.:.iJ -:..! ~ ; 
~ ~ '" . 

: ;\ccurately e\aluates case ; Cb:er 
; ~.:..;~"::"':"':I~! 

! Does not use threats (uses ! Uses threats - ",". . '" 
-~..::..:..:-; ~:~. 

! coooerati\"e threats· "'r would hate 
" . 
ito"""" " rather than .. I can's wait to 
, 
I .... 

! • " .•• " • ". ). .' " • ,.' 
.jl -L..:'u..: --.;1':":":"""; >~ -.!I.:..:~I "'~ .i j 
: ... ~ I .. ~ :.' .• .. 1." .. ~ .' .. - ~ ! 
· .1~li ... I~I_._ .I,)..::.I~! , '-' \",- - - ~ . 

• Willing to share infonnation Reveals infonnation gradually 
• (Problem Solving) (Bag of infonnation-\\"hat else 
· I ) L...... J....JI ". ( , • 'I' • :~;,,:; 2~.J~ ~~ 
; .." >..,) ..:;, ... does he have in the bag; game of 

(~I deception, appear to have more 
; 

i facts & rules)" , 

, 
I 
, 
I 

i , , , 
wL-..,la..J1 ;; :)~) I;n;'::; wI.. ~J....JI w..:.s: 
t 1.lOJi 4..;xl ..r I.. ;; :)~ li .) "s.!.l ~I i~1.. 

(<.5 fti .!CI~.!.J &li:.. ~ j .J ':; il 

, , 

, 
: Skillfully probes opponent's Willing to stretch facts. 

position • ) ... "'! ~ll.J1 w.; yo ):~:, I &lhll ~ ~I~I > 
i Belief in the truth. .j..l.d4 0--): 
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HITROVUCTIOII 

on 

THE POINTS PfIf FOJrrH FOR VISCUSSIOII 

1/ The Env.iJr.onment 06 Gtoba.UzaUon and U:.6 Re6.l.eeti.o1t6 : 

In tki..6 ilem we put: 60lrJAlaJtd .in 4hoJri: .the 6ado1t6 tIuLt ended wilh ent

elVi.ng .the t:Jr.a.It6.itiona..l. 4t:a.ge :to .the age 06 Economi.c. Gtoba.UzaUon, and 

wha.:t emvr.ged a.6 P/f.U4.ing c.ha.ngu 60/f. .the .i.nAti.tu.tUJ1t6 • .the agenciu and 

.the coun.tJUu :to .inc.Jtea.6e .the abi.Utlj :to .i.ntetuJ.C,t wi..th.i.n .the nEW envi.Jton

ment. 

Z/ RUpolt6U and Rea.eti.olt6 .in .the Coun.tJUu : 

Wha.:t happened .in .the coun.tJUu Ula.6 (undoubtedly) /f.eUed on and a66ec.ted 

by .thei.Jt economi.c. and po.l.ili.c.a..l. c.i.Jtc.wll/danc.e6. .thei.Jt .tec.hnotogi..c.a.l. po.tent

i.a.U.ti.u a.6 well a.6 .thei.Jt rna.i.n conc.epti.olt6 wilh /f.egaJtd :to .the /f.equi.Jr.emen:t6 

06 .the coming eJta.. The aftemp.t :to compalte ha.6 4lwced tIuLt aU. ha.6 conc.e.n.tIt

a..ted on e.l.eva..t.i.ng (.inc.Jtea.4.i.ng) .the pMduc..ti.vil!! • .the C!.OIIIPe.ti..ti.ve abi..l.ily and 

4e.l.6-/f.eUan.c.e .i.n4pile 06 .the .inc.Jtea.6.i.ng allianc.e6. 

.. 3/ Lea.6.ing a.6 an InVwduc.ed AUM.n.a..ti..ve : 

Lea.6.i.ng .u. COIt6i..dvr.ed a.6 an aUM.n.a..ti..ve :to ac.hi.eve e66ec..ti.veneu and 

e6M-cienc.y ab4oluZe.l.y Oil. .tempoJcJJJLU.y. and il a.i.40 pMvi..du .the c.ha.nc.e 06 
ma.na.gement deve.l.op.i.ng and/OJt JtU.tJuLc.tuJt.ing and in.ve6hlent .ind.iJteet.ly. 

4/ The Sit'tla.ti.OIt6 .in Egyp.t and .the lAe.thod 06 ConveJt6.ion : 

The o/f.i.en;ta;tion (.tJtend) .in Egyp.t Wa.6 :tDwtvLdI. 4UPPOJri:i.ng and ~

.ti.ng- ! mo.ti.va..t.i.ng) .the /f.U4h 06 .the pJti.va..te 4edo/f. and .the plLiva..ti.zaUon 06 

.the pubUc. 4edo/f. along .the pa.6.t peJti.cd, and.the JtUu.tU wvr.e 04c.i.lla.ti.ng 

(4U1btg.i.ng) between.the p066i..bi...tU:y :to pMc.eed on .in tki..6 4J..de O/f. :to /f.econ-

4i..dvr. o.thvr. o/f.i.en;ta;tiolt6 and e.n.tJti.u wilh /f.Upec.t :to .the plLiva..ti.zaUon 06 

.the public. 4edo/f. and 6.i.ndi.ng a 61Ul111EWoltk. 60/f. .i.ntegJta;tion. 
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5/ (Plr.e-dec.i.6.i.on Tlr.ee) Plr.e-ietL6-ing Lead T.ime : 

TIW. -inc.lude6 .ldudy-ing the ciJr.CJJIIL6.tanee6 o~ .the c.ompan.ie6 ~Jr.ont .the 

tec.hn.i.ca.t. ~.i.nancM..t and a.dm.i.n-iA.tJr.a;tive v-iewpoin.t.&. a.6 weU a.6 .the a.vai..

labie oppoJLtu.n.Ui.e6 piu.6 a.nUc..i.pa..ted JUA fu.. while .ta./Wtg Wo eollAi.deJr.a.

fun .the poin.t.& o~ wea.lzne4A and .s.tJr.eng.th -in .the eortr'fXUUJ. and.to give -impo

Jr..tanee .to .the .tJw.nJ.i.:ti.ona.i peJr.-i.od6. 

.. 6/ Nego:ti.a.tion : 

... 

It -i..s empluu.ized heJr.e .tha..t .the le4Aolr. ha.6 .to dea.i w-i..th .the ietL6ee a.6 

a. c.u.l>.tomeJr.. and.to give kim a. eomp.i.e.te ~lr.eedom o~ a.e.t-i.on (Olr. de.e.U.i.on).w-i..th 

.the eont:.inu.ou..s pa.Jr..tneJr..sh-ip -in obt.eJr.va.t:.ion. (~oU£W-up). TheJr.e~olr.e. U -i..s n"eC.e

.s.saJUj .to cLiAp.i.a!J ge6.tu.Jr.e6 o~ eoopeJr.a..t-i.on ~Olr. .sa.ke o~ a.eh-i.evemen.t du.IWtg .the 

peJr.-i.od. and e~~-i&enc.g to pMeeed on a.~teJr. U ~~he6 (.s~I • 

-z.1 
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THE LEASING SYSTEM 

Pllepalted by, 

VIl. AfJJAV /./UK/ff AR HALOUVA 

/- The Envvwnmen-t 06 GtobaUza.tion and U:l. Re6lect.i.ollh : 

The IlOle pto.ged by .the pubUe hec:toJt in .the di66e1len-t eoun.tJt.i.u, deve

toping oJt developed, eouldn't be hUhpeeted a.6 11 .6tage dulLi.ng .the JtutJLuet-

.. wWtg peJLi.od oJt .the eonveM.wn to hel6-JteLi.anee. upeeiaUy 60Jt .the devel-. 

op.ing eoun.tJt.i.U at .the beg.i.nn.i.ng 06 htdependanee in .the wake 06 .the expOh.i

tion to vl1lLi.oUh fUndI. 06 eotorWd..i..6m. The llO.i.e 06 .the plLivate hec:toJt ht4!l

ted w.Uh .the aim to develop .the htdUh.tlt.i.u, 1.0 a.6 to e4teh .the age 06 .int:Ju.-.. 
.... 

.. 

htJLy, and wi..th .the pa4hl1ge 06 Ume. hOe.i4.t fJlNrdVft6 aJte added and .the aggJte:: 

gate teehnotogy and Jtequ.illemen,tl, welle not abhoJtbed. Nag.the evaluation 06 

.the pell60Jrmanee 06 .th.i.l. hec:toJt c.u.lm.i.na:tu .in .the aggJtegaU JtetuJtn w.Uh Jtu

peet to .the I1ggJtegate .invutmen-t .in .the di66e1len-t eoun.tJt.i.u. 

It JteaUy happened .in mtl1IIJ eoun.tJt.i.u .that .the hec:toJt ha.6 laJtge.t.y htopped 

/leep.i.ng p4ee w.Uh .the developmen,tl, and ehangu .in .the Jtealm4 06, pJtoduc.t6, 

pllOduct.i.on method!. and IIWUlgement U:Jjw .in eompaIIi.I;on w.Uh .the .intetuta.Uonal 

level, ~, .in.the developed and .the eoopelUVti.ng eoun.tJt.i.u (.the 4U.i
aneu). 

The UJtgent eonveM.wn to .the IIIIVtfl.e.:t eeo~ at .the .inteJLna.tiona.t .level 

ha.6 eome I1MeIl .the eo.tl.ap6e (6/lU) 06 .the Sov.iet Un..i.on 1l1h.ieh .u Jte.tated baa 
by mtl1IIJ to .the teehnotog.ieat ehange and .the heope 06 .the eUie.i.en-t Uhe 06 .the 

in6oJUntLtiort teehnotogy, eollhequently, the hh.iM to .the Utti.poltvUJ:Jj happened 

and eo.ineided wi..th .the ~ up 06 .the rnattkeu .in mtl1IIJ deveiophtg eo~, 

(.in AU4 and Sou.th Amelliea), w.ieh end4 w.Uh .the emeJLg4nee 06 .the /.lII.gUtl!/ AgJtee

men-t I1MeIl 11 p!tOtort9ed dia.togue. henee an .intetuta.Uona.t eeonomic. .integJta.:tiort, 

no rna.;t;t;eIl what aJte .the hUmutU4U .that motivated .the hpeed 4ehievement 06 gto

baUzaUort. 

The eeonomie gtobaUzaUon, .in 4ddit.ion to pu.6h.iJt9 teehnotog.icd deve

lopment Jt4te 601UA1aJ1.d.. have /lad; caUy ehanged .the l4bouJt env.ittonment a.6 11 

whole, henee neeUh.it4tirt9 .the Jteeollh.idell4tiort 06 .the adi.v.itg flind4 (h0JLt4) 

and Metd4, in 4ddit.ion to .the -sement h.ty.tu 60Jt eVelt!/ -illht.itut.iort and 



.. 
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each cowWuj w.WWt .6peci6.ie :t.Une .timitl. .that; obUga.te :the expanUon 06 

compJtehent..i.ve .6.twU.u, 60.te.OOJed by adopfug a. .6Y.6.tem .to 6a.ee :the cha.nge, 

and .to woltk 60Jt :the quc.k JLupon.6e .in :the .ttuur.&.i..ti.nat pha..su • 

EigMe No. (1) .6hCW4 an .inte.gJLa.ted v.ilUon 06 :the .ttuur.&.i..ti.nat 6a.e.toJL.6 

and the w.i.de cha.ngu wUkin :the OlLga.n.i.za.tion.6, .60 a..6 .to con6JLont :the .inteJL

na.tiona.l. compe.t.U:.i.ve c.haUengu and cope w.Uh .it. 



85· No .({)\ 
_ 6 -

Economic and Social Forces Driving the Need for Major Change in Organizations 

TECHNOLOGICAL INTERNATIONAL MATiJRATION OF 
CHAl'IGE ECONOMIC MARKETS IN FALL OF COMMUNIST 

• Faster and INTEGRATION DEVELOPIIIIG A..'IID SOCIALIST 
bener COUNTRIES REGIMES 
communication Fewer tariffs (GATT) More countries linked to 

• Faster and Currencies linked via Slower domestic growth. the capitalist system 
bener floating exchange rates More aggressive :>10re Privatization 
transportation. More global capital exponers. 

More flows More deregulation • • 
information 
networks . 
connecting people 
globally -

I 

, , ~ 

THE GLOBALIZATION OF MARKETS AND COMPETITION 

I 

~ ~ 

MORE HAZARDS ~\S~ MORE OPPORTUNITIES 
• More Competition. • Bigger markets .. 

• Increased speed. • Fewer barriers 

.. 

LARGE-SCALE CHANGE IN ORGANIZATION 
... To avoid hazards and/or capitalize on opportunities, firms must become stronger 

competitors. Typical transformation methods include: 

Reengineering. Mergers and acquisitions. 

Restructuring. Strategic change. 

Quality programs. Cultural change .. 

Mergers and acquisitions. 

... Kotter. Copyright 
@ 1995 by John P. Koter. Adapted with pennission of the Free Press, a Division of Simon & Schuster . 

... 
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The 6.ilr.u lUL6h 06 the economic. globaUza.t.ion ha.6 led :to the conc.ep.ti.on 

06 066eJLing the corrrnoclUJj arui/Olr. the 4eJr.v-i.c.e, 40 a4 :to be 06 the h-i.gheU 

qua.Utlj at. a. 4pec.iMc. plLic.e, by bene6.u.tUtg 6IWM the p!lepa!l.a.i:..i.Jn ht the lea4ct 

C04Ung pla.c.u OIL the chea.puct ia.boUll-601lc.e 601l 4a.ke 06 a. c.ompe..ti.t.i.ve plLic.e 

-in a.ny 06 the ma.Ilkw whet:heJr. 06 the Umit:ed -incomU OIl the h-i.gh -i.ncomu, :to 

-inc.llea4e the pM6U4 601l the opeJr.a.t.oll4 arui/Oll the peJt40M l-i.nd.ivi dllal4) 6-i.na.-

nc.ing the ma.nu6a.c..tuILing pMc.e44 OIl 4eJr.v-i.c.e 066eJLing. Thr.u., nell1 ma.Jr.ke;t 6eat.

UIlU have emeJr.ged, the MOU -impoJtttm;t 06 wh-i.ch Me the 60UCIIJ-i.ng : 

* Qua.UtIj : .u -inc.fudu quo..Utl{ tlWlCtion, arui con6011Jf1i;ty wUh the 4pec.iMc.

a.t.ioM, 6.vu.ct.time arui aU the .time :to a.:Wr.a.c;t arui 4a.U.&6y the 00yeJr., arui 

:to c.Ileat. an a.;tm04pheJr.e 06 con6.idence. 

* PILi.c.e : the cou 06 the pMduc;t COMU at. the :top, arui the c.orrrpa1I!J ha.6 :to 

con601lm wUh the di66eJr.enct mMkw wUh llegMd :to 4eUi.ng. 

To ob4eJr.ve pwtc;tua.Utlj by deUveJr.!f at. due .timu, arui:to en;teJr. the mMkw 

iii -in advance. So, the value 06 .time ha.6 emeJr.ged 6loa.t.-i.ng on the 4U1l6a.c.e. 

... 

Thue p!lev-i.or.u. el.emenct4 Me called QUJLUt:g, Cou arui Ve.tiVeJr.!f, IQ.CV). 

* The conc.epUon 06 Env-i.Mnmenct : ha.6 4ctMted :to be lle6£.ec;ted arui an example 

iA the 6-i.e.l.d 06 .tuUtu a.4 the -impolttanc.e 06 conc..e.ntJuLti.n on the natUIuI.l 

lUlIA1-ba4ed cloth ha.6 emeJr.ged UJi.th. a. Uti:l.e bU 06 exa.ggeJr.a.t.ion. 

The ma.t.teJr. needed :to Ileach e66-i.c.ienct lluul..t.6 tha.t. could c.Ilea..te vVA-t.i.=t 

arui holLizontal. alli.anc.u 4imUaIt :to gtLeat. ex.tenct :to the Japa.nue /Ce.iJte4:tiJ-

4Y4.tem4 on the level. 06 the compan.iu arui lleg-i.oM, arui between the 1!II.Ui

na.t.iona.l. compa.ni.u. Thue 4YUem4 have la..id cWAln an WeJr.na.t.iona.l. UJul.tegy 

:to -inc.llea4e the e66ec.t.i.vene44 06 the a.lU.a.nc.e oil the WegJr.a.t.ion 06 the lvuz.

nchu. The ma.-i.n c.ha.ngu arui deve.l.opmenct4 -in the deve.l.oped couttt1tie4 Q.ggtLega..te 
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betlAleen what appea/l.ed a.I; .umeJLen.t .in. the conc.ep.tion.6 06 chan.ge managemen.t 

and aiUanc.e.&, and the c.ltea.:tion and the e.&.t:ab.tUhmen.t 06 the dev.(Ung a.b.il

.i.:bj, the cUve.&Utwr.e pJtbz.c.iple, the Jtecoru..ideJuLti.on 06 managemen.t au;tonomy 

.in. SttLte inI..tU:u.tion.6 and .in. the pub.Uc. "edoJt compan.(.e.& Iznaon by au;tonomy, 

cUve.&Utwr.e and .in.tegJti.ty. 

In the coming Uem, we IIlil.t e.xptolLe the c..iJtCWll6.tanc.e.& .in. the developbz.g 

coun.tlLi.e.& adop:ted "oc..i.a.tU.m, the taJtge:tl> :tkU t:Jtend ended wUh, and what .u. 
ac.ki.eved 06 U, a.I; weU a.I; plte.&en.tbz.g what happened .in. "ome developed coun

:tItie.& IIlUh. Jtegatul :to cUve.&Utwr.e (UbeJta.Uza..tion) a.nd/ OJt p1Li.va:t.i..za..tion, be60Jte 

movbz.g :to the "~n.6 .in. E9!IP:t and the available a.UeJtna.tive.&, .in. addition 

:to plte.&en.tbz.g lea.l;e cUmen.tion.6 a.I; one 06 the e66ec.tive a.UelUfa:t.i.ve.&, the "plte

lea.l;e lead .time and the nego.t.i.a:tion betlAleen the ie.&l>oJt and the iea.l;ee. 

2- Re.&pon.6e.& and Rea.c.tion.6 .in. the coun.tlLi.e.& : 

2-1 The Ultgen.t CMnge.& .in. the Sociali.l>t Coun.tlLi.e.& : 

2-1-1 The ~n.6 .in. the "0c..i.a.tU.:t coun.tlLi.e.& aILe cU66eJLen.t 6JtOm the.iJL 

countVlpll/Ltl> .in. the capUali.1>t one.& though aU hiU; bz.i.t<tLted the 

chan.ge and the developmen.t a.I; the geneJLa.t c..iJtCWll6.tanc.e.& .lJ:vIgely 

"pec..i.Med the JteqtWLed wr.gen.t chan.ge t:Jten.dA. CounJ:1t!l CiU;e-otn die6 

TN1Jj "how .in. detail. the po:tentialUie6 06 Jtea.c.ki.ng :the. e6Mc..i.en.t 

con601U11Uy that pItObably help6 Egypt .in. "ele.c.ting the a.UelUfa:t.i.ve.& 

pu:t 60Jtth 60Jt choice, "0 a.I; :to be geneJta.Uzed .in. :the next I>tage. 

2-1-2 The GeneJUIl. CilLcum6hutc.e.& .in. the Soc.iaU.6t Coun.tlLi.e.& : 

The tIta.rtA.i.Uon :to the rnaJr.Ile:t econom.i..cl> and gtobaLi.za..tion hiU; c.laJr.i
Med the 6a..i.luJte po.uz.t6 IIlUh. Jte.&pect :to the Cen:tJtal. Syl>:tem (PlannUtg I 

and Soc..i.a.tU.m. The.&e po.uz.t6 aILe Jtecapituta:ted a.I; 60-Umu. : 

2-1-2-1 The lack 06 .i.Yt.i.t.i.a.tve.& by the p1Li.vate "edoJt due:to monop/g and 

,,:tItic.t contlwl by the goveJUllllen.t and pub.Uc. "edoJt. 

2-1-2-2 The lack 06 cont.i.nuoU6 developmen.t beca.U6e 06 the a.b6ence 06 

compe:tUion. 

2-1-2-3 Ha..tionctli.z.i.ng the 60JtmeJL p1Li.vate pItOjec.t6 and the appeaJta.nce 06 

what .u. c.a.Ued Managemen.t by In.6.tJw.c.tion.6. 
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2-1-2-4 The. abAence. on cLivu:tUwte. (.tI'lan.6palLency) .in .the. .innoJzma.ti.on 

on acti.vUlj de;l:a..U.6 w.Uh.i.n .the. Publ..i.c-&u..i.ne1Jl> Se.c:tolL • 

2 -1-3 The. T aJtge.te.d Changu : 

Vepend.i.ng on .the c.VtCLlJllUan.cU and .the. changu .in .the ecoll.OJll.i.c. enviJw

nment:. .the :taJtgen. and .the lLetlubtemenu have become : 

2-1-3-1 s.t.imu.la.t.Utg .the. .i.nU:.i.a:t.i.vu by .the p!t.i.va.te Aec:tolL t:.o ~ and 

pa!Lti.ei.pa.te. .in aU. .the acti.v.ui.u. .inc.lud.i.ng .the encoUlUlgement: 

on .the d.iJc.ed nOlLeign .invUtlllenu. Ao long a.4 -it doun' z have 

any paAA.i.ve lLe.n.l.ecti.onA (negative). 

2-1-3-2 Eteva.t;ing .the e.Uuuency on .the pub.Uc. Aec:tolL' A PelLn01U!lallCe by 

Ube.lLa.t;ing management: .in a. 1Le.aU.y p!tI1.C.t.ic.a. way nolL .the. coming 

cen;tJJJuj. .in acfd.i.;tion t:.o ~ n.imLing c.ompet:UiDn t:.o pltepa1Le 

nolL t:ki.4 cen;tJJJuj. and t:.o AZop mollOp.t.y by .the. pub.Uc. Aec:tolL .in a 

muWp.l.e on M-e.ld4. ThelLe..it. a cU.Acl/66wn .in mOILe. .than one. lLene.

lLence abouZ .tha.t .the. :taJtge.t Wa.4 .the cLivu:tUwte. on wha.t it. go.i.ng 

Oil, bid poUUci.cutA cU.lLeae.d -it t:.o p!t.i.va.t.(.zation. 

2-1-3-3 Re.du.c.i.ng .the buILdent. on :tax. paye.ILA and AZopp.i.ng I>ub6UUU. 

2-1-3-4 PUAh.ing nOlUAJaM and encoWtag.i.ng .the. ei:tize.nA' .i.nU.ia.tivu .thILough. 

AZopp.i.ng AubM.d.i.u and monopoUzation 06 ecolWlllie ac.tiv.ui.u. 

plUA .the 6a..iJr. ~n wah lLupea t:.o aU. ac.tiv.ui.u and 

adopting .the. At:.opp.i.ng 06 .the na.tiorraUzation pItOce66. 

2-1-3-5 F.imLing .the. meanA .tha.t.l.ea.d6 t:.o nUlLthell. deve.loPllle.n.t .thILough, n.in

cLing and .iJWwdu.ci.n.g nC!IAI lLuealLch and zechnolog.ical.. acti.v.ui.u 

.in va.lLioUA 1Lea.lmA I41ith Apeci.a.t empha.6.u. on ZMAe enfoy.i.ng .the 

t:.op pItioJrUy. 

2-2-1 Uany aUe!tIlativu welLe UAe.d and on t:.op on .the. U6.t COIIIU .the Plli.v

a.t.(.zation f.I1Uh U6 60Ult cho.ice.6. HCMle.ve.!L, I41ith 1Lega!Ld t:.o .the. o.the.IL 

cho.i.cu. m06Z on .the coun.tlLi.u t:.oolt .the FlLench and .the. Japanue 

e.xpe.lL.i.menu (e.xpe.lLi.ence) a.4 an e.xamp.l.e .in addition t:.o p!t.i.va.t.(.zation 

.though 6u.l.MUe.d .in mtJ.1Uj coun.tlLi.u aMeli. .the 1Le.WuLc..twr.ing 06 .the 

compan.(.u. 
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The n OUlt we.U fur.own a.UVl1tiLti..vu aILe : 

The noUlt me.thod!. nOll pJUva.ti.za.tWn. name.l.g : 

1- SeU..Urg wough. (Sale by compe.tU:i.ve b.i.dA I 
2- PubUc. onneJU.ng on l>ha/Lu tlvtough :the l>-toc.k ex.c.hange and d.iJr.ec.teiJ -to 

the pubUc.. 

3- SeU..Urg 0Jr. alioc.a.ti.ng a quota. nOll :the pVll>onne1. (Ma.na.gement emp(.oyee 

but outl. 
4- UqlLi.daUon and l>ate on a.l>l>e.U. 

We l>ha.U be ac.qua..i.n,ted. w.ith :the pMC.el>l> on pJti.c.e evaluation tlvtough 

.i:t1, wee a.UVl1tiLti..vu. upon PllUe.n.Ung :the moneta/Ly frield (n-Uuutc.i.a.l. l>copel • 

The no~g if, a plluenta.ti.on nOll :the Fllench and Japanue app1UJchu 

(entJr.a.nc.u I. noUowed. by what hal> been nu.i.6illed. tlvtough amended. me.thod!. 

(app1UJachu I .in AAi.oJt. coun.tJr.iu. conUdeJLing Ind.i.a. a.l> OUlt ma.in example • 

2-2-2 The Fllench and Japanue AppMach : 

2-2-2-1 FJr.a.nc.e llepJtUentl> :the ~ cowWuj which g.ivu a MU -to 

:the pubUc. l>ec.toll (:the pubUc. l>ec.toll if, llupon.6ibte 60ll one-tIWuf. 

06 :the rraUona.l .incomel and a Mle -to :the gOVeMment a.l> we1.L 

FJr.a.nc.e l>ta.Jr.ted. .i:t1, a.ttemp.t; -to develop :the public. l>ec.toll tlvtougk. 

.inc.Jr.ea.l>.ing :the 6lleed.om 06 management along w.Uh conehuii.ng a con

Jr.a.c.t on :the l>ta.nda/Ld (leve1.1 06 peJr.601Ullaltc.e and ac.c.ompl.i.6lu!1ent 06 
ac.ki.evementl>. which Wa.l> ac.hraU,y c.a.u.ed.. "THE PERfORMANCE COO"RACT". 

Thi!.. plul> deteJlJlli.n.ing :the l>Yl>tem 06 judgement when auel>l>.ing 0Jr. 

eva.tua.tUtg :the ac.ki.evementl>. pMvi..ded.:that, :the a.uthoJUty (bodyl 

en:tJr.uAted. w.Uh tki6 ta.l> k. if, not -to be fur.own .in cI.ettti1l>. 

2-2-2-2 On:the 0:theJr. hand. Japan which.iA fur.own a.l> :the cowWuj l>eelWtg 

:the 60Jt.mtLti.on 06 an emp.iJr.e. and henc.e pMfrit if, not :the taltget 

06 .i:t1, bu:Li.v.i.dl.uLt...i.nl>.t.U.u:t.nl> (auoeia.tionl> I. .in 0:theJr. woJr.d!. • 

.it loofu. 60JUlJaJLd -to .inc.Jr.ea.l>.ing .i:t1, paIIhr.eJtl> .in :the maJtket a.l> a 

pJUoJUty Jr.a.:theJr. than lle.al..i.z.ing a conUdeJr.a.ble (big I pM6il.. 
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/.IolLeoVelt, maJI!I C'.Ort6.idelted .u £to .the c.ounbuj .tha.t .6uC'.ueded in 

a..ttLU.n.Utg .the development: PJtoC'.e.6.6, to e.6c.ape .the oveJtO..U c.o1LtJtot 

06 .the Un.U:ed Sta.:te.6 OIL EUltope. 

FUJt.theJunOlte, .6ome cta..im .tha.t .the cU66eltenC'.e between .the pJr.i.va.te 

and .the pubUC'. .6ec.toJt.6 .u. veJt/j cU6ft.i.c.uU (cleaJt) £to JtegaJtd.6 .the 

dea.l.6 in Japan, .6inC'.e thelte .u. 11 .6oJtt 06 urri.6.i.ed beha.v.i.oUlt pltev

a.i.Ung thelte, lltmoU llgJi.eed upon. 

How w.i.U EUltOpe de.a.t w.Uh Japan whelte di..6.ti.nc.:t.n between public. 

pJr.i.va.:te ha.o .tUtte meaning ? 

Japan, in U.6 a.:t:temp:t to develop U.6 publiC'. .6ec.toJt, ha.o 60Uowed 

the mea.n.6 06 (mana.g.i.n.g the c.ha.nge.6), :togethelt w.Uh inC'./tea.o.i.ng the 

Ubvu:tl..i.za.:ti.on (6Jteedom) 06 l7IIlIlIlgemen;i;, in v.i.w 06 deC'.ltea.o.i.ng .the 

oveJthetuU., ptu.6 the c.onveJt.6.i.on .btto .6em.i.-goveJtnmentat llUoc.i.a.:ti.Ort6. 

They welte :tJta.n.660Jtmed :to .6em.i.-goveJtnme.n.ta.t oltga.n.i.za.:ti.ort6 and in 

6.i.na.l. pha.oe .u .u. going :to be pJr.i.va.ti.zed. 

AUo, Japan ha.o .i..6.6ued 11 JtepoJtt on U.6 v.i..6.i.on, which, I beLieve, 

.u would be appltOplt.i.a.:te :to pu;i; .u .btto .6ome po.i.n.t.6 06 bene6U w.Uh 

Jte.6pec.:t :to .6ett:i.ng .the I7IIli1t 61lc.toJt.6 60IL pJr.i.va.ti.za.:ti.on, .i.rt6p.i.:te 06 

.the cU66eltenC'.e.6 between c.ou.n:tM.e.6 : 

11- Ubvu:tl..i.za.t.i.on 06 l7IIlIlIlgemen;i;, Iltong w.Uh c.o1LtJtot.ung .the inC'.OJtltec.:t 

OIL the un6tli.1t Ild.i.ort6 • 

b- Conm.Ument: :to the Jr.i.gh:t (due) .i.npu.U, 06 whi.c.h (.the:tJtlli.ned tIlbOUlt-

60ILU), and.the 1lU.i..6.tanC'.e in c.ompte.ti.n.g .the .6hoM:tlge in I1J!Jj element: 

06 the main. env.i.Jtonment: (in6Jr.a.6.tJtuc.tuJte) • 

c.- Selec..t.Utg .the pltOpeJt and moU .6uLtabte :t.imi.ng. 

d- Loo/Wtg 1l6:telt .the 6.bta.nc..i.llt £tOpec.t.6. 

2-2-3 The AppltOllc.h 06.Veveloping Soc..i.al.u.t A4iIln Cou.n:tM.e.6 : 
2-2-3-1 The appltOllc.he.6 Me numeJtoU.6, and.60 Me .the ex;t;ent: 06 .6(1cce.6.6e.6. 

Howevelt, .u c.ould be gathelted in the urt6uc.c.eu6ul pJr.i.va.ti.za.t.i.on 

a.:t:temp:t.6, which cU.dn.':t lead :to IlYUJ .i.mpJtovement: in .the pltOduc.ti.vUq, 

pIlltt.i.CJJ1AJr.ly in .the 17IIli1ttena.nC'.e .6ec.toJt, .6ome 06 whi.c.h welte develop

ment:, Jte.6:tJtuc.:tuJr.i.ng .then plti.va.ti.za.t.i.on, th.u. led :to mOILe .6uc.c.eu6ul 
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1le6u.U4, and hOme (on .top 06 whic.h welle South /(0Ile.a. and Ind.itt) 

adop:ted and 60Uowed :the Fllenc.h appllOa.c.h (~y~:tem) ,L e.-, PeIl601l

ma.nce Con:tlla.c:t (P. c. ), along w.Uh ma.king and ht.tIloduchtg :the 

neCe6~a.Il!f adapta.tiOn6. 

2-2-3-2 The IncLi.an apPIlOa.c.h : U came on many 4:ta.ge6 :tha:t g.i.Ve6 a. de.a.ll 

-image :to :the a.cqrLiJr.ed devet.opmen;t. M U 6.iJrA:t adop:i:ed (:took) 

:the MEMORAUVUM OF UNVCRSTANVING (MOIl) M a.n a.mendmen:t :to :the (P.C.) 

601l a. peJti.cd 06 6.i.ve y~ M 4Mwn .in. .to.bte (/) bel.ao : 

MOU 601l :the IncLi.an S:tea.l. COI7lfJll1l!l (SAIL) : 

98-/990 90-199/ 

1 Raw ~:tea.l. 601l PllOduc.;tion 
pllOduc.;tion, (weighing 

(weighing 60%) 21.5%) 

91-1992 

PllOduc.;tio n 
(weighI.n.g 

25%) 

2 Maltg.i.na.l. p1lO6U/ PllOjed6 pllOjed6 .in.d-
-ocCLlpY.i.n.9 :the. .in c/rrcU ng udi.ng,Ile6 e.a.Ilc.h 
cap.i:t.a.l (1 5%) 1le6 e.a.Ilc.h g g devet.opmen:t 

de.vet.opmen:t ( 15%) 
(15%) 

92-1993 

PllOduc.;tion 
(15%) 

93-1994 

F in.a.rteUz.t 
a.ch.i.evemen:t 

P1lO6.i..ta.b.iUty PllOjec:t; g 
and Ile.teva.n:t 

( 50%) 

3 PllOje.c:t p~ Maltg.i.na.l. con:tMUing coM devet.op.i.ng PllOdllcu.on 
(~c.heduUng 10%) pM6U/ m~Wte6 pa!tt.iClL- Iwma.n lle6oWtce6 

and oCCLlpY.i.n.9 .t.aJrhj leml.l. :to (15%) 
:the. c.apU:a1. deCll~ COM-

(12.5%) umed enellgY g 
4.tolled 4.to~. 

4 COn6umell con6umell MaIlg.ina.l. pIloM;t1 
~a:ti.s6a.c.;tion ~a:ti.s6a.c.;tion oCCLlpY.i.n.9 :the. 

(15%) (10%) c.apU:a1. (15%) 

5 We. Oil CIlU- COn6qJl1e1l ~a1:.i.
eJti.cn 601l :te6- 6a.c.;tion (10%), 
:t.ing :the. ~a.ta.ble. and 
~:tea.l. (15%) 

6 con6ume.d de.vet.op.in.g:the. 
enellgY Iwma.n lle6oWtC.e6 
(m~UIling (10%) • 
:the. deCll~e. 
.in. co4:i:h), 

(10%), and 

1 de.vet.op.in.g 
:the. Iwma.n 
lle6oWtc.e6 

(10%) 

pllOjecU -incL 
lle6e.a.1lc.h g 

devet.opme.n:t(10l) 

Con6umell ~~6a.c.;tio 
g aJte.a. 06 CO/llllellc..ial. 
a.dveJLtil.men:t OIl CDIIIlI

eIlci.a.l Mpe.c:t6 (10%) 
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Memorandum of understand for Steel Authority of India Limited (SAIL) 
NO, MOU In 1989 ·90 MOU In 1990·91 MOU In 1991·,92 MOU In 1992· 93 MOU In 1993· 94 

1· 

2· 

3 

4· 

5· 

6-

7-

, 
• Production of crude • Production • production (25%); • production (welghtage 15%); • financial 

steel (weight, 60%); (welghtage 27,5%); performance; 

-- -.. 
• Gross margin / capital • projects Including • projects Including R&D (15%); • profit and proflt-related area • projects; and 

employed (15%); • R&D (15%); (50%); 
---,-" .. --"_ .. _--- --

• Project schedule • gron margin / capital • cost control measures, • human resources development • production. 

(10%); and employed (12.5%); especially energy (15%); 

consumption and Inventory 

reduction measures (25%) 

• Customer satisfaction • customer satisfaction • gross margin/capital • projects Including R&D (10%); 

(15%). (10%); employed (15%); and 
.--~ 

• % tested In saleable • Customer satisfaction (10%); • Customer satisfaction and 

steel (15%); and commercial areas (10%). 

• energy consumption • human resources 

(cost reduction development(10%). 

measure)(10%); and 
~--.-.~-- -

• human resources 

development (10%). 
---- -- •........... ------- ._ ..• --_. . ... ._--

• A third party consisting of High Power Committee (HPC) Assisted by an Ad hoc Table Force (ATF) was empowered to oversee ministries / department w.r.t 

MOU . This was a great Victory for the reformats of the system. The reform was backed by late P.M RaJlv Ghendl who participated in the 1 st MOU 

negotiation. 

J I J 1 I 11 11 :I I ]I I I 11 'I I ) 1 

---

·37· 
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and 6i.nai.l.y ended wUh the govVLnment' A concuM.ence .i.n 6.i.nd.i.n.g a .tkiJu:l palLty 

t:o eva.lua.:te the con:tM.ctA and A.i.tua.ti.onA, which cancelA (lLepeal.&) -to a glLeat: 

ex.tent the dec;ta;tolL.&h..ip 06 the state' A a.u.thoJr.ilq. The .tkiJu:l palLty, houJeve/L, 

Ls a pvunanent (A.tand.i.ng) committee (HPC), 066 which deJti.ve.& (emeJtge.&) Aome 

t:empoJtaJUj committee.& (ATF). The MemoJuIndum 06 UndelL.&t:and.i.ng (/.IOU) 60Uaoed 

.' (adopt:ed) by Ind.ia, a.& AhouJn 61LOm the above :table -ia. a B"adual amendment -to 
the PelL60lLmance Cort:tlto.l. (Po C.). ThLs t:lLend (oJLi.entailon) appeoJted (Aeem.&) 

iii t:o be needed .i.n moAt: coun:t!Ue.& .i.n malUng thei.l!. ex.ecu.Uve p.l.an.& .i.n vaJLi.ou.& 

1Leal.m.&. Thu.&, thelLe wa.& a need -to 6WLtheIL applLOach il.& de:ta.i.1.&, wUh lLe.&ped 

-to bu.&.i.ne.&.& (WOW) and -to B"adllaU!I get: -to il.& depth -to covell; .tJuz.in.ing, 

.. 

1Le.& eoJtch" then pIL06.i.:ta.IUUty, {a6t:eIL g.i.v.i.ng Au66.i.ci.ent qua..l.U:.i.e.& (quaU6.i.ca

t:.i.onA) -to .the adm.i.nLs.tJuLti.on (management) au.thoJr.ilq and .i.n601Lm.i.ng .a wUh 

aU de:ta.i.1.& (a.& g.i.v.i.ngA) -to be lLecon.&.i.deILed when .a getA -to the .&.tage 06 

the .i.nd.i.cat:olL.& and! OIL con:tM.d de:ta.i.1.&. 

It: Wa.& wUh Aome d.i.66.i.cu.Uy .that: the gOVeJLnment IA1a.& conv.i.nced .that: the 

A.i.gnat:olL!/ -to the MemoJuIndum 06 UndelL.&.tand.i.ng (MOU) Ahould not: be a.l.l.aI1ed 

-to eva.lua.:te .a. 

3-/ Lea.&.i.ng could be an enbuutce (applLOach) -to lLeach .the 60Uani rIB : 

3-/-/ UbetuIl.i.zat:.i.on 06 management 

3-/-2 IncWr.ed .i.nve.&.tment 

3-/-3 Vevelopment: 06 .i.aboUIL-60ILce 

3-/-4 Vevelop.i.ng the pILOduc.Uon A!lAt:em 

3-/-5 Jumping OVeIL ;time Um.i..ta:tion. (obAt:acl.e). 

3-/-6 A At:ep t:owaJr.d.& the -tot:a.l pJt.i.va:t.izat:.i.on 

ThelLenolLe .the ma.i.n po.i.nt: Ls -to det:eJUll.i.ne the .taJtget:ed 1Le.&uU.& 6JLOm 

.l.ea.&.i.ng (whe.theIL AholLt: OIL .l.ong-tvun .l.ea.&.i.ng) • 

Table (3) beloA1 g.i.ve.& a cleoJt vLs.i.on. on the avlLilable aUeJUULti.ve.& 



... 
iiiIiI 

.. 

.. 

• 

-

U6a.ge aUeI!1IiLtive& 

Lea1>.ing ( 1 J (2J (3J 
dooln-
payment; .impJtOv.ing. enluutcht 0Jr. a.u.iA.tan.c.e.in .ti.qui.cLi.ty 

develop.ing .the plUJduc,t eaJLly ltet.iJl.ement; 

Olt .the pltoducUon J.tJ.6-

:tem 

The 

leabtg lte-t:Jta.in.i.ng .the Pel!.60- paIt:t.i.a.l. develop- Ite& eaJtChe& .in 

nnel. ment; nutuJte MeltLs 

4- SUua-tion.6 .in Eggp:t and Convvu..ion Sg.6:tem : 

Eggp:t Wah among -the 6.i1t.s-t and eaILf.y u.glli.ng cowWt.i.e& on .the Wtguay 

Aglteemen:t, henc.e U 1..6 a.imUtg -to cornU .it6el.n ah rruc.It ah p066ible -to wha..t 

U hah u.gned on. Mea.n.ohile, .th.i.6 1!OIIIIIUment; .6houl.d be paIIaUel -to (cope 

wUhJ .the qu.i.ck.:tJtend (oJL!.en.ta.ti.onJ :ta.ua/td6 maJt1ze.t eco1lOfll.i.e&. 

The pub.Uc. .6ec.:tolt .in Eggp:t hah benn convelLt:ed n1tOJll a.6.6oc.ia-tion.6. 

(oltgan.i.zaUon.6J nolt ent;eJting new woJtk hoJt.i.zon.6 (ltealm6J -to developi.ng .the 

.6el.n-c.apab.i.Uti.e& and po:tentialUie& • .i.n:to 11 6ta:te on .6a:t.i.6nl1cUon wUh bo.th 

lIlboUII.-noltc.e and .60cia.l. Ite&po~. 1Ilki.c.h .in hrIur. led -to. a. cieCJI.ea1>e .in 

.the Jta:te& on development; and plWdllc-tion. 
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4-1 The higlLing on Utr.gWl!/ AgJr.eemmt Wah c.onelu.ded, titu.6 .the emphahih Wah 

cWr.eded ;to pltOv-Ui.n.g .the oppo.ll..tuJ/.U.iu ;to .the plLiva.te hec;toll. , p.lu.6 

giving U home plLivilegu and adva.n.t:/lgu .to enc.oUJU1ge .the invu.tmen..th. 

HClAJevell, .the hc.ope 06 .uuiwd:lLiu which w-ill. be given .the ;top pILiolLi..ty Wah 

no.t dechVted Ol!. pubLiA hed. 

4- Z The 6JUImu 06 .the Ho.uin.g Compan.iu welle lI.u.tJr.u.dUlr.ed ah lI.egatr.dl. .the 

.the.typu (1Undh 011. hol!..th) 06 c.ompan.iu a66-i.l.i.a.ted ;to .them. AlAo, .the 

M.i.n..iA.tJr.y 06 PubUc. Wow Wah 60llmed .to be lI.uponUble 60Jt aU. 6i.e.ld.6. 

HClAJevell, .thelle Wah no a.ppealUIn.c.e OJt hpll.e.a.d.Utg .to a poUc.y .tha.t c.oM

ec..th .the ac.tivUiu 06 vaJt.i.oru. hpeci.aUzed m.i.n..il..tILi.u and a66-i.l.i.a.ted 

c.ompan.iu, wUh .the M.i.n..iA.tJr.y 06 Indu,t,.tJr.y oc.cupying .the .top JtcUtk. whel!.e 

ClAJneJthkip (pltOpel!..ty) doun'.t h;top .the ove1!.a.U c.ompItehen.Uve poUc.y. ah 

U i.h .the c.a.6e lI.ega.tr.din.g .the lI.elationhkip 06 ~u 06 I~ 

and T l!.ade in moh.t c.oUJt.tlLi.u • 

4-3 The invutlnmt pllOC.I?UU in any developmmt 6011. .the pub.Uc. wow hec;toll.' h 

c.ompan.iu welle h;topped. du.e;to .the inC!l!.ea.6ed l!.a.tu 06 Ba.n.k..s' debt&. ptu.& 

.the deep believe (c.onvinc.e) .tha.t.the II.l?qlWted .i.ump-hW114 c.ou.t.d be huge, 

while .the 1I.e;tuJur. i.h no.t c.lea.l!. (vague). 

4-4 T -ill. 1UX4I. .the pubUc. wow hec;toll. di.dn.'.t have a.c..tua.t de.t~ve and 

e66ec.tive c.apa.c.i..tiu • 

4-5 The .&ec;toJr., ah U i.h .the c.a.6e in moh.t c.oUJt.tlLi.u. Wah 60c.ru.J.i.n.g on a 

(given) p1Wduc..tion wuck i.h ru.u.all.y:tIjp.ico.t, but: nevell looked aX. tnaJt.ke.t 

ha.tih6ac..tion. even a.t .the beg.i.n.n..Otg 06 .the open-dooll.-poUc.y. and;to 

home ex;tmt un..t.U. 1UX4I. 

4-6 Theile i.h no eH«c.tive all. e66i.umt deaUng-nWoow. meaning .te.aDHooJtk 

bWoeen c.ompani.u all. bWoeen c.ompani.u • .&uen.ti.6i.c. lI.uea.l!.ch and va.lLi.oUh 

m.i.n..il..tILi.u neUhell. be60ll.e noll. aMeli. .the II.~ • 

4-7 Theile i.h a hol!..t 06 huUa..tion in lI.elying on. .the loc.a.t p!tOduc..th. ptu.& 

an. a.t.ti.tude 011. a .tJr.en.d olLimted .tCIAJatr.dl. wha.tevell .impol!..ted and! all. wha.t 

i.h pllOduc.ed lI.ec.enJ:ly by .the model!.n. and .impol!..ted equ.ipmen..th un.del!. given 

Uc.en.he. 
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4-8 110 aruwuncemen..t Iuu. been made ltegtVUi.Utg any 1.1j/d:.em olt ttUe.tI.1!tlli.vu 

:to move 601UAJ0JU1 t:owllltcf.6 i.nc.JtetL6i.ng .the capa.c.U.i.u 06 .the pu.b.Uc wOll.k& 

l.ec:tolt'l. compan.iu Olt :to UbeJr.aUze .the:iJz. management. 

4-9 I.t .the beg.inni.ng. .the I.ljl.:tem 06 compan.iu' I.ale (l.e.Ui.ng .the c.ompan.iU) 

Wa4 adop:ted ba.6.ica.lhj. .then Wa4 60.lhxAled by .t.etL6i.ng and manag.i.ng. haue

veJt. no aruwuncemen..t Wal. made aI. ltegllltcf.6 .the 60JUnlLtion 06 lIIixed .and 

j o.in:t gJtoupl. :to do wha.teveJt neceuaJty t:owIlltcf.6 .the aU:tenc.e 06 .the 

cldo.il.ed mechan.il.ml> :to Iteo.dt .the molte e66.ic..ien..t and nudt ptw6.i.tabte 

ltuu.l:.U. 

5- Lead T .ime-Plte-Vec..il..ion Tltee : 

In addit.ion :to de:teJUrlUli.ng .the I.ale p!l.ice, wh.i.c.h .iI. 60.lhxAled .in .the 

p!l.iva:ti.za:t.i.on I.yl.:tem. and wkidt can be conl..ideJted aI. a ba.6.iI. 60Jt cI.e:tetmt

i.ni.ng .the .t.etL6e value, .i:t.il. al.I.o euen..t.ial. :to .taIle i.n:to ac.c.oun:t .the 60U

~ al.pec.U : 

5-1 T.ime and Change : 

At .th.iI. po.in:t .the e66ec.:t (.impac.:t) 06 :t.ime on .the C!lJIIIPIVIIJ' A A:ta.t:ul> 

I.hould be .6J:u.d.ied IAI.i.th .iU vlVLioUl. d.imenUonl.. I.u.ck aI. : 

- The COmptl1l!l'l. l.:tandaJtd 06 peJt60l!nlaltce. .itA cWr.ec.:t.ion t:owIlltcf.6 ptw6.i:t OIL 

no:t oltl etAe i.nc.JtetL6i.ng .the 6.inanc.ia.l. bwuienl.. 

- PeJt60l!nlaltce and CU/lIten..t c.ompe;t.i;t,ion and .the acfdi;t;ionl. (wha.t could be added 

.thJtoughou.t .the :t.ime I.pan) like .the en:tIuutc.e (i.nvo.t.vemen..t) 06 nEW c.ompe:te:t

oM OIL no:t, pbU quality .t.evetA • 

- Se:t:ti.ng 60Jt.th .the ptwciac.:t.ion :tedtno.t.ogy aI. wel! aI. I.hau.ing .itA 1.rLi.:ta.b.i..U; 

and appILOp!I.ia:ti.on :to .the dtangu and :typu 06 equ.ipme.n.t.6 Ul.ed and .the .impac.:t 

06 al..t. .thue 6ac:tolLl. on .the I.ale-p!l.ice and .tha:dat1dopmen..t 06 quality level.. 

5-2 lmo.gi.n.i.ng .the d.imenUonl. 06 lte601U11 and! Olt devel.opmen..t : 

Th.iI. .iI. done :to know .the ptw6.i:t 1tetuJtni.ng :to .the .t.euee and .the col.:t 

boJtne (paid) 60lt.th.il. lte:tlLJtn. hence we can al.I.o know .the 6oU(JIUng : 

I.{( 
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- The ex.ten.t o~ po;ten.tia.Ut..i.e& ava.Ua.b.l.e ;to ~ac;toJty (ptan.t) .impMv.i.ng ;to 

.. pllepalte i.;t ~Oll lea.6.i.ng, (Lead T .ime-Plle-Vec.i..Uon TJLee), wh.U.e .ta.IWtg ;the 

equi.pment:6 .i.n;to conUdeJta.tion,.i.. e., maintenanc.e, lleptWr.e OIL developmenL 

.... 

.... 

... 

- PeJL.6onnel .tIuti.nhtg. a.nd a.dding n0A1 empiol{ee&. 

- Reac.hi.n.g ;the quaLi;trj M:a.ndaJui. Ileque&;ted aX ;the maIlket. 

- The ~.i.ze o~ llequ.iJl.ed budgu ;to pllOmo;te ;the pell~oJtma.nc.e level CJJIIJten.tlJj, 

a.nd in ;the ~u;tuIle, p~ pIle&en.t a.nd ~u;tuIle c.ha.nae& (oppo~). 

- The time-~p41t (pelLiod) nec.eua.Jty;to achieve ;the developmen.t a.nd ;to IJ;ta.Jt;t 

;the pIlOduc..tum ~oJt ;the maJtke.t6 a/, weU a/, pIlO~-ma.IUn.g (1lea.Uz.ing ILe.twui). 

5-3 In .tki.6 Ilega.lld, i.;t.i6 .impolLtan;t ;to t.t:udIj : whol>e ILe&ponIJibilUg,;the 

time (duttaU.on nec.eua.Jty ~OIL .tki.6 a.nd ;the available c.ha.nc.e&. Aru1, .tki.6 

come& ;to ~ome ex.ten.t undell ;the i.;tem covell.i.ng ;the a.na.t.yw o~ po;tentia.

lUie& a.nd wea.k-poi.n.t6, ptuJ. available oppo~ IUX4I a.nd in ;the 

nea.ll 6u;tu1le a.nd/ OIL ;the CJJIIJten.t a.nd expec.ted 1liI>1u.. 

6- Nego~nIJ : 

ThiI> pIlOc.eu need4 ;to be ILev.i6ed by ;the ILe&ponUble peJL.6on (an expeJt;t) 

a/, expla.ined ea.IlUeIl, pall-Uc.u..ltvtlq wUh Ile&pec.t ;to ;the IJWratiOnIJ, ;the time 

~ac;toIL a.nd ;the degIlee o~ c.onMdenc.e, on;the one A.i.de, a.nd;the o.b.iU;ty ;to 

corWwl a.U .tki.6 on ;the o;thell. Thu.6. i.;t.i6 ba.6icaU,! dependen;t on ;the capa.

~e& o~ each o~ ;the negotiaXoILIJ, ;thw need4 a.nd ;the ex.ten.t o~ .in.6.i6;tenc.e 

upon .ta.IWtg ;the dec.i..Uon (dec.i..Uon-fIIlIWtg pIlOc.eMl. Thelle~oILe, ;the COnIJuUa.

funIJ while pIlepa1ti.ng ~Oll .tki.6 pIlOc.eMaIleveJtyeue.n.ti.al. ;too, a.nd aile neVell 

leu .impolLtan;t ;than ;tho~e involved in ;the pIlepa.1Utti.on pIlOc.eM 60IL ;the dUell

m.in.a.Uon o~ ;the leal>e value. In o;thell woltdlJ. i.;t ~hould be done ;thMugh IJpeu

a.l.i.zed c.onIJul.tan.t6 (expell;t6) ;to llev.i6e a.nd llevi0A1 aU et..t:i.ma.ticnIJ pIlOpe1tly. 

(a/, l>llOwn in ;table 4 bela4ll, which.in.dico.Xe& ~e ~ac;tolLlJ included in bo;th 

diIlec.tionIJ, .i.. e., ;the c.oop~ve o.XU;tude (diIl~tnl a.nd;the gua.lldia.n OIL 

cont:Jr.olled diIlec.tion, a.nd I, PeJL.6onaUy, pIle~eIl;the ~Ollmell .tJtend (coop~ve) • 
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TkU. plu.6. .the 6ututc.e a.6pect6 I outlook) i .the time 6ac.toll. • 

AUo. palLtneJi,6fup could exi6.t -in. .the nego.t.Utt.i.on PIl.Oc.eh4. 1a.6.6hat1n-in. 
FigWte 2 belau). 

FIGURE 2 

NEGOTIATION 

i 
Con.oui.tan.C!I a.6ped Leh4ee .6Uua.tion.o 

Negot.ia.tion 6ac.to1t6 

See nat page 6011. .table (4) 

egot.ia.tion 6ac.to 

Mped 

Leh4ol1. 
' _____ ', 

TIUUI6lated by. 

nOVA RASHEf) 
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... 
ralts ar )y T . Sh ed b N e~otiators of Bot hP atterns 

Cooperative Effective . Aggressive Effective 
Self Monitors (Cooperative Traits) Self Monitors (Ag~essive Traits) 

Trustworthy Dominating 
Ethical Forceful 
Fair Attacking 
Courteous Plans timing & sequence of events 

(strategists) 

Personable Rigid 
Tactful Uncooperative 
Sincere 
Fair-minded Gets to know opponent 

... 
Realistic opening position Unrealistic opening position 

Accurately evaluates case Clever ! 

Does not use threats (uses Uses threats 
cooperative threats - "I would hate 
to .... "rather than • I can's wait to 

" .... 

Willing to share information R~veals infonnation gradually , 
(Problem Solving) (Bag of information-what else 

.does he have in the bag; game of ... deception, appear to have more 
facts & rules). 

Skillfully probes opponent's Willing to stretch facts. 
position 
Belief in the truth . 
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A PAPER 
ON THE FINANCIAL LEASE LAW NO. 95 FOR 1995 

The successive progress of the Egyptian economy in the last era 
has led to opening many wider horizons. The Egyptian legislate has saved 
no efforts to pave the way before these horizons, and to organize what 
needs to be organized so as to achieve the ultimate possible benefit from 
every adopted field. 

A number of factors that strongly interacted with each others have 
contributed to the emergence of the need for opening the way before the 
financial lease activity in Egypt, together with the need for a legal 
system that provides the required guarantees for the financial lease 
parties. Among those factors are the increasing role of the private sector 
in the last epoch, the steps witnessed by the Egyptian economy to 
liberalize it from the totalitarian constraints, the huge developments in the 
production technology at the international level that made the cost of 
purchasing technology- basd machines and tools very high, and finally 
the necessity to have other means of providing finance to the private 
sector to be able to use this technology and to go ahead without any 
obstacles. Accordingly, the financial lease Law no. 95 for 1995 was 
issued, taking into account all the previous considerations in addition to 
the experiences of the other countries that preceded us in this field. The 
idea of the financial lease started in the U.S.A. in 1952, and it received a 
strong push in 1960 when the commercial banks were allowed t practice 
this activity. In the same year, the first financial lease company was 
incorporated in England, and the countries followed and legally 
organized this activity. This took place in Italy, France, Belgium, Brazil, 
Spain, and Portugal in 1961, 1962, 1974, 1977 and 1979 respectively. 

Although the essence of the financiallease is based on the concept 
that it is a contractual relationship between the financial lease company 
and the lessee of money that the company leases company and the lessee 
of money that the company leases in return for specific fees and for a 
specific period of time provided that the company maintains its property 
or its legal status according to which it acquires this money - which it 
most probably got through purchase or rent or proxy from a foreign or a 
local supplier, the tegislations of the different countries related to the 
extent of the financial lease relationship between the company and the 
lessee have been varied. The U.S.A. and England restricted the contract 
to leasing without the optional right of purchase at the end of the lease 
period. France, on the other hand, tended to approve the optional right of 
purchase at the end of the lease period. The Egyptian attitude in this 

1 

5"1 



... 

... 

"" 

... 

"" 

project followed the French one, as it made possible the purchase of the 
money by the lessee after a period agreed upon or on termination ofthe 
lease period . 

If the relationship resulting from the financial lease process is a 
bilateral relation as a whale, as there is a relation between the company 
practicing this activity and the supplier or contractor who provides it with 
the equipment or machines in addition to another relation between the 
company and the lessee, the project followed a system based on the 
independence of each relation and its provisions. In some special an 
limited cases, certain relationships necessitated by the nature of activity 
can be established between the supplier and the lessee. 

Based on all the above mentioned, the financial lease Law was 
issued, divided into 5 chapters, namely: 

o Chapter one: General provisions. 
o Chapter two: The fmancial Lease Contracts. 
o Chapter three: Termination of the Financial Lease Contract. 
o Chapter four: The Accounting Rules and Taxation System. 
o Chapter five: Penalties. 

If the information mentioned in this paper sheds light on the 
economic considerations that were the stimulus for accepting the 
financial lease idea, the exclusive focus on the legal aspect makes us 
decide that, by the issuance of the Financial Lease law no. 95 for 1995, 
the Egyptian legislator has added a new contract to the nominate 

The most important feature for differentiating between the 
nominate contracts and the in nominate ones, according to Dr. EI
Sanhoury 
means that although the nominate contracts are subject to the general 
rules in the contract, they can have special provisions and they can 
deviate from the general rules related to these contracts. 

If we consider the financial lease contract as organized by Law no. 
95 for 1995, we will find that it is a nominate contract that was given a 
special structure by the legislator as it will be explained in details. 

Before dealing with the special structure which Law no. 95 for 
1995 came with, we have to consider the different purposes followed by 
the legislator in the structure of the nominate contracts, according to Dr. 
El-Sanhoury. Those purposes include: 
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achieve an important purpose which is to direct and determine this 
contract (AI-Waseet, part IV, the selling contract) so as to cope with the 

The legislator in the fmancial Lease Law combined between two 
things. The first is that he added the financial lease contract to the named 
contracts, and the second is that he targeted to cope with the new 
economic conditions that require and integrated legal system for a certain 
economic activity. 

Searching in the features of the special structure of the financial 
lease contract, whether the new provisions related to this contract or the 
rules used by the legislator beyond the general regulations, implies the 
answer to the following question: 

Was there a need for this riew law and the structure it came with? 
And could not the existing provisions compensate it? 

Following are the main features of this special legal structure: 
First: the lessee should be registered in the special register stipulated by 

Article no. (3) of the Law. 

The money which is the subject of a financial lease contract 
and which is required for a commodity or service productive 
activity, with the exception of cars and motor bikes, should have 
certain specifications. 

Hence, for a financial lease contract to be concluded, the 
lessee and the money in question should have certain 
characteristics. These two things could not be determined except 
by the law, and in the light of provision no. (89) of the civil law 
which states that: 

wills, taking into account the certain conditions decided by law for 

Second: the contract should be written. Article no. (3) of the law 
stipulates that the financial lease contracts should be registered in 
the register prepared for this purpose, and the data included in the 
contract and the register should be determined. These data are 
related to the money leased, the parties of he contract and the 
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period of the contract. Hence, a financial lease contract is not 
effective unless it is written. 

The obligation of writing the contract here is a special 
provision in relation to the general provision stipulated by Article 
no. (89) of the Civil Law. 

Third: The right of the lessee to be registered in the register of importers 
in relation to the money he imports to be offered for the3 financial 
lease. The lessee is exempted from the condition of the Egyptian 
nationality with respect to the ownership of capital and the 
membership of the Board of Directors. 

The right of the lessee registered in the register of lessees to 
be registered in the trade register on the basis of confirming his 
registration in the register of lessees is considered to be a deviation 

trade registers. These conditions are decided by the law and we 
could not deviate from them except by law. 

Fourth: Article no. (5) of the financial Lease Law states that the financial 
lease contract is concluded in one of two forms: 

4 

First : The contract is concluded as a lease contract of a special 
kind which is the financial lease. In this case, the lessee 
does not agree with the lessor to purchase the leased money. 
Hence, we are dealing with a special kind oflease. 

Second: the lessee agrees with the lessor to purchase the leased 
money after the termination of the lease period. Here, we 
are dealing with a compound legal process: 
A - Lease for the period agreed upon as a lease. 
B - Selling in the contract itself of the same money in 

question acquired by the lessee. 

Here we can imagine the legal problems that may arise 
when the lessee does not pay the price of the money that he 
acquires. However, the special structure handles this problem in 3 
ways. 
First: Paragraph 2 of Article no. (12) of the Law which stipulates 

that: 
lessee 

carmot take place unless he fully pays the price specified in 
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Second: the first paragraph of the same Article which states that the 
transferred money maintains its nature even if the lessee has 
fixed it or attached it to a real estate. 

Third:the financial lease contract is subject to the provisions of 
Article no. (341) of the penal code. 

Fifth: the condition decided by the law for the registration so that, 
starting from the registration date, neither the lessee nor others can 
protest to the lessor by any right that contrasts with the data of the 
financial lease contract. 
This condition can only be decided by a special article. 

Sixth: Article no. (9) of the Law stipulates that the lessee should maintain 
and repair the money leased in accordance with the purposes for 
which it was prepared. This Article contradicts with the provision 
of Article no. (567) of the Civil Law which commits the lessor to 
this obligation as it states the following: 

should maintain the leased property to remain as it 
was delivered, and to make all the required restorations during the 

Seventh: the lessee is entitled to directly sue the supplier or contractor in 
relation to all cases resulting from the contract signed between the 
lessor and the supplier or contractor except the case of the 
abolishment of contract. Direct lawsuit is decided only by law. 

Eight: The provisions of the legal extenuation of the lease contract as 
well as the provisions of determining the lease value do not apply 
to the financial lease contract. 

Nineth: to consider a contract abolished without notice or legal 
procedures in the cases indicated in Article no. (19), the most 
important of which is the non-repayment of rent on the due date, is 
a provision that contradicts with the provision of Article no. (158) 
of the Civil Law which necessitates notice for abolishment of 
contract unless otherwise agreed. The Financial Lease Law does 
not require notice for abolishment of contract unless otherwise 
agreed. 

Tenth: special legal procedures are decided to repay the money to the 
lessee on termination of the contract without renewal or purchase 
of the money by the lessee . 
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If the previous points positively affirm the need for issuing a 
special law related to organizing the financial lease, and this organization 
was a must necessitated by the economic considerations, these same 
points shed light on the most important features included in Law no. 95 
for 1995. 

Mohammed F. Naguib 
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When deei.cUn.g .to tea..se an aA4e.t, ;the tea..see hal. .to compaIte buween 

tea..s.in and puI!.Cluu.i.ng, and.to cMol>e ;the bettel!. aUelUlaU.ve. The cU.66e1!.e

n.t.i.aUon Jtequ.iltu ;the c.ompalli.J.on buween ;the Cl.lllJten.t va.tue 06 ;the oCLtgo.i..ng 

mone.tlJJuj 6l.Gw .in ca.6e 06 pultc.ha.6.Utg and .in ca.6e 06 leMing. 

The ec.ollOJllie a.no.l.JjJ.i.A 06 ;the pultcJuu.e OJt tea..se dec,i4,ion c.ould be cl.oJc.

.iMed .in ;the 60ttOllli ng I>pec.imen : 

IIIi - Spec.imen (pItO.cti.cat ca.6e) 601L di.J.CIl44,ion: 

... 

At Sham4 CompamJ 601L Wea.v.i..ng and Sp.i..nning need4 a lII/1Ch.Ute c.o4tJ. L. E. 

24.000, and U c.ould be obta..Uted by puI!.Cluu.i.ng oIL l ea4ing. In ca.6e 06 tea.

J..i..ng, ;the CompamJ IA1iU. palJ an wtaU",en.t at; ;the beg.Uur..ing 06 eVeJI!J yeaJt 

601L a Mve-yeaJt-:tell.rll, and U doun':t enjoy :tax. eJW/IfJlion on ;the tea..se .i..n6:t

aliment;, exc.ep.t on ;th~ yeaJt4 l41Une4J.ed ;the opeJtlLt.ion 06 :the macJr..i.ne onl.Jj. 

At4o, :the iea..sel!. wan.t4 .to aequ.iJl.e a 1Le.twut 06 14' on :the lII/1Ch.Ute'l> 

money (value) wh.ich cloun':t have an ab4.tttu.c:t value. In adcU.ti.on. :the tea..sel!.

IA1iU. beaJt all.. :the c.o4tJ. 06 ma.in.tenanee and WI.llU1llU. white :the CompamJ IA1iU. 

be I>ubjec:ted .to a 40' :tax. on :the net: p1U16-i:t-

In ca.6e 06 puI!.Cluu.i.ng :the macJr..i.ne. :the COIlfPiJ1I!I IA1iU. .taJze a loan 6JtOl11 
:the banb. at; an hI:teJt.e.4:t JtlLte 06 9' pel!. yeaJt, .to be pa.id .in Mve yeaJt4 .toge
:thel!. IUU:h :the clue. .i.n:tel!.u:t. 

Wh.ich At:teIUIaU.ve .i4 Hettel!. !! 

- Ca4e V.i4clI44ion : 

1/ The F.iIt4:t AUelUlaU.ve (LeaJ..i..ng :the UacJr..i.ne) : 

The value 06 :the IlMIL/Jl. iea..se .in4taUmen.t .i4 acc.oWl:ted OIL calcula:ted. 

which enablu :the te4J.olL .to lLega.in :the value 06 :the macJr..i.ne plu4 a 1Le.twut 

06 14'. ThiJ. .i4 .to be calcuta:ted a4 60Uau : 
24000 

24000 = 1.0 Y + 2.914 Y Y = _ 31914 = 6132 

Z 'too£. ~ 
-" .... ,'i 

• 
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Table 06 ou,tgohtg monet:.aJuj 6.lLxo6 

Amr.u.al. L eM e 1 nUaUlIIen;(; Tax Ex.empt.i.on Outgohtg 
JI.onet:.aJuj 

flail 

6132 

6132 

6132 

6132 

6132 

zetto 

2453 

2453 

2453 

2453 

2453 

6132 

3679 

3679 

3679 

3679 

(24S3) 

2/ The Second AtteJUlJJ.Uve (Lend.ing t:IJ Pwr.cIu14e .the UacltUte) : 

The annua.t tolUl. .i.Jt6taUlIIen.t .u. t:IJ be calculated plu.6 .the i.n.teJr.e.4-t6, 

and A.inu .the tolUl. value.u. L.E. 24000 and .the .inteJtu.t JuLte .u. 9t/yea.lt, 

and duJr.a.Uon (<\pan) 06 paymen.t olt 1teimbwr.t.1!IIIen.t .u. &ive yeo.JtlJ., .thu.6, .i6 
we ge,t bacb. t:IJ .the Table 06 .the CLliVten.t value 60Jt equal. .i.Jt6tallmUU a.t 
(1 dit.cowtt Jta.te 06 91 601t .the &ive yeo.JtlJ. .in Ira.nd. lIIe (!lUI. o~ (1 Jte.twut 

value aJIIOwr.t.ing t:IJ 3.8901. and.i6 lIIe divided. .the oJt.ig.Ura.t tolUl. value by 

.the 6a.etoJt, we <\hall. ge,t .the value 06 .the annua.t tolUl. .i.n6taUmen.t aJIIOUIt

.t.i.ng t:IJ L.E. 6170 

Veo.JtIJ. (ll 
Amr.u.al. 

.i.Jt6tallllfen.t 

1 6170 
2 6170 
3 6170 
4 6170 
5 6170 

Table 06 ou,tgohtg 1/IOnet:.aJuj ~ 

.in ca.6 e 06 lend.ing 

(2) (3) (2+3).{4) 401X4~/5) 
Pe!t.iI.lr..ing 1 n.teJtu.t r llCJLeILSe f1ecJteMe 

.i.Jt6f"allmen.t .in eo4t:6 .in .taxe6 
du.I. t:IJ 
pultChtue 

4800 2160 6960 2784 
4800 1799 6599 2640 
4800 1406 6206 2482 
4800 977 5777 2311 
4800· 510 5310 2124 

-?'f,oC!)o . 
<-

/1l-/5J 
ou,tgohtg 
1/IOnet:.aJuj 

6laI1 

3386 
3530 
3688 
3859 
4046 
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Table 06 Irt6.ta.Ume.nt:.s and Inl:eJr.e..w. 

LolUt I nl:eJr.u;f; LolUt LolUt LolUt 
w.ta.Umenl: 91 I rt6.ta.Umenl: ac.c.oun.t ac.c.oun.t 

plIu. 
1.n.teJr.u;f;6 

6170 

6170 

6170 

6170 

6170 

ou.tgo.blg 
6la4.6 

6132 

3679 
3679 

3679 
3679 

(2453) 

a;t .the a;t .the 
end 06 beg.inn.ing 

.the yea//. 06 .the yea//. 

2160 4010 19990 24000 
1799 4370 1561? 199VIP 
1406 4764 10855 - 15619 
977 5193 5651 10855 

510 5662 zell.o 5651 

Table 06 cal culati.n.g .the C!UIIItenl: value 

06 ou.tgo.blg monetaJtq 6lt1III6 
a;t 5.5 I 

l ea6i "9 6tatll.6. .the C!UIIItenl: ou.tgo.blg .the C!UIIItenl: 
.the C!UIIItenl: value value 60JL 6lt1III6 value &OJL 
60~ .the pound L.E. &la4.6 .. 6lt1III6 a;t 5. 51 
a;t 5.5 I 

1.0 6132 

0.948 3488 3316 3310 

0.898 3303 3530 3170 

0.852 3134 3688 3142 

0.807 2969 .3809 3114 

0.765 (1876) 4046 3095 

17150 15831 



-7-

The cUJ.c.oun-t 1t.DX.e U6ed 1.4 co.J.c.ul.ated all the ba.6.i.6 06 the leJuU.ng c.ou 
- aMeli. dedllcting the ~u. whi..ch i.Il thiA c.aAe equal.l. : 

... 

.. 

= 91 - (1 - 4011 = 5.4 t. L. e.. lleaJtlq 5.5t. 

Ou,t; 06 the p1lev.i.oU6 p1lUenta.tiOIl (explana.tiolll. .u.u. cleaIt. .tha.t the 

CUltlten.t value 06 outgoing mOllda/ly 6lao4 i.Il c.aAe 06 pWtC.ha.611Jf1ent: .u. .t.e.u 
than i.Il c.aAe 06' tea4htg. Ac.c.otr.di.n.gtJj. leJuU.ng the ~Ileq cuul pultcJuu..ing the 

ma.chi.Ile would be be.t.tell. than tea4htg .u. a6 .u lteaUzu 11 1lO.tI1bte. 411ving 

zo the c.ompaIIIJ amoun,t.ing t:.o t.E. 1319. c.atclllazed a6 60Ua04 : 

= 17150 - 15831 = 1319 

HOf1A RASHEO 
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REsrRUCTURING . 

Al The Tec.hn..i.eai. ReJ.tJwc.twung : 

The need 6 all .tec.hn..i.eai. llell.tluu!.tuJU.ng .u. Ilela.ted back .to : 

• The exi.4.tence 06 .technolog.i.eai. Jt.i.61u. llUJr/U)wut.i.ng .the plWduc.tive o.c.tivay. 

• The non-economized manu6o.dUiUng volume. 

• The uncon60lUllUy 06 .the ma.c.h.in~ and equipmmU. 

• The .in.vali..tLU:lj 06 .the plWduc.:tion development: llelleaJLch. 

• The de6ec.tive (.impell6ec.t1 pllOduc.:tion and .the weak quaU.ty con.tIwL 

• Mo.lma.i.n.teno.nce. 

The .tec.hn.ica.t. llell;tJwc.twLi.ng need!. an anal.yw 06 .the plWdl.lcuon. and 

.the .technolog.i.eai. mean!> .in. .the 60UixlUng WfJJj : 

• Evo.l.iuLt.i.n.g .the .technolog.i.eai. capa.c..Uiell 06 .the plWdueti.ve o.c.tivay 

• The ll:ta.te 06 .the equipmmU. ma.c.h.in~ and llW. 

• The plWduc.tive plWCel>l>. 

• Q.uaU.ty contlw.t. 

• The equipmmU' ma.in.teno.nce ll!lllt:em. 

• The o.vlLilable enellg!/ lloUitCell. 

• The lloUitcell 06 IU1IAJ ma..teI!i.a.U • 

The lle.quiJtement: 06 .the rrtaII.keUng llu.tluu!.tuJU.ng .u. Ilelated back .to : 

• The .i.n.o.c!c.UItoe pIW j ec.:tion. 06 .the rrtaII.ket need!.. 

• The uncon60lUllUy 06 .the plWduc.t mix. w.U:h. .the need!. 06 .the co""umell. 

• Spec..i6!1.i.n.g .the p!U.c.e 06 .the plWduc.U .in. an UIIIIealil.m WfJJj. 

• The weak llalell plWmotion. 

• The /Ugh collt: 06 d..iA:tIUbu:.ti.on. 

• The .i.n.l.u.6Mc..ient: cu.l>.tomell llellv.i.c.ell. 
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The maJtke..ti.ng Jr.eUJr.u.c:twUng pltOCe6A ltequ1Jc.u :the ana.ly.4-i.6 06 :the maJtkeJ: 

and :the maJtke..ti.ng a.di.vUrj .in :the 60Ucu1i.ng manne1t : 

.. IdenU6y.ing :the cLiJr.ection 06 :the a.di.vUrj quo.:ta. w.UlLin :the maJtkeJ: along 

:the 6w ltU..t tjeaJL6 • 

.. Ide.nU6tj.i.ng :the maJtkeJ: .to:ta1. g;w.o:th 1ULte. 

.. The contingent: c.ompe.t.U:.ion. 

.. The compe.tUi.ve p!Uce.. pl.u.4 l>peei.6tj.i.ng :the COl>.t and :the plt06U maJtg.i.n. 

.. The l>U:ua.t.ion 06 :the monopoUz.i.ng l>de. 

.. The COn4U1ne1t'l> pJr.e6e1tencu, .inc.Una.t.ion4 and need6 • 

.. The l>aiu pltOmo.ti.on l>.tJta..te.Mu. 

.. The exptoUed dU..tJtibu.ti.on channell.. 

.. Analy.4-i.6 06 d.i.t..tJti.bu.ti.on COl>u,. 

C) The F.i.na.nei.al RUVw.c:twUng : 

.. The unba.l.a.nced 6.i.na.nei.al l>Vw.c.tuJte. 

.. The .incoJr.1ted .invut»rent: deClteu • 

.. The wea.k con.tJtol :th!tough equi.U.bJLiI.un6 • 

.. The a.b4ence 06 =unt.i.ng Jr.upon4.i.b.i.lUrj. 

.. The .i.n4u6Mei.ent: a.dm.i.n.i.l..tIULt.i.ve da..:ta. l>tjl>.tI!1ll. 

.. The ma.lmana.g1!1llent: and deb.t collection l>tjl>.tI!1ll • 

.. The ma.lpla.nn.ing and con.tJtol OVe1t :the money. 

.. The l>t:luLi.ned ltela:t.ion4/U.pl> Ul.i.th :the 6.i.na.nci.ng l>OUltcu. 

.. The Uni>u.U:a.ble. aue6Ament: 06 :the :tax. du:t.iu and :the 0:the1t .tia.b.i.Uti.e4. 

The 6.i.na.nei.al Jr.uVw.dUIt.i.ng p1!.oceu need6 :the ana.ly.4-i.6 06 :the 6.i.na.nc..i.al. 

a.di.vUrj a.4 60llaAl4 : 

.. The ana.ly.4-i.6 06 :the Uqu.i.dUrj l>.:ta..tu4, .i.U ell!1llenU and Jr.a..te6. 

.. The Jr.ea.40n4 and :the moUvU 06 depend.i.ng Oil :the 60Jr.e.i.gll deb.U and 1oa.n4 .in 

6.i.na.nei.ng. 

.. The 1!.O.:ta.Uon lULtu 06 :the UeadJj aueU. 
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* study-ing .the p!LOftU;a.b.UWj l>;tudiet. and Jta.tet.. 

* fva.luat.i.ng .the ft-inanc.ial need!> .in. oJtdeJc. :to l>uppol!:t .the opeJtJLtUtg capital 

* Pltedi.cting .the pItOftU and lou accowtt Ill> UJell Ill> .the ft.i.n.anc.ial l>Ul!(1t.ion. 

* Con:tJw1 by mean!> oft U6.in.g .the plcznn.ing eq~ l>yUI!ItI and .the ac.colL

nting qlLet.tion.i.n.g. 

* Con:tJw1 oveJc. .the COl>.u. and mean!> oft dec.Jte/1l>-i.n.g .u. 

The managl!Itlen-t 1tet..tJw.c.tuJr.i.ng .u. needed beC/1U6e oft : 

* The .in.eftMc.ien-t leadeJtl>h.ip and l>1LPeJc.v.u..i.on. 

* The COnftU6ed labOILlt Itelati.onl>kipl>. 

* The dec.Uned eftMc.ienc.y oft human Itet.OlLltcet.. 

* The mai.-l>pec.ift-i.c.ati.on 06 l>pecialization (ftlLJlc.t.ionl». cflLtiel> and Itet.polllo.i.b

i.t..Ui.et.. 

* Spec.ifty-ing .the .in.ven.tivet. and ILighU oft .the peJtl>onnel .in. /lit ~ u.'I1!J. 

* The managemen-t 1tet..tJw.c.tuJr.i.ng pItOceu Itequiltet. .the /Ut/1ly1>.il. 06 .the managemen-t 

a.cti.vUg .in. .the ft oUao.Utg UJaJj : 

* study-ing .the volume 06 .the available human Itet.OILltc.et. and Izaq .thil> .u. 6.u 60lL 

.the adua.t opeJc.ati.on and .the Itequilted need!>. 

* study-ing .the l>YUflIII 06 .in.c.enUvet. 601t .the peJtl>oMei. 

* study-ing .the availabiUty 06 .the eft Mc.ien-t leadeJtl>h.ip. 

* study-ing and eva/IlatUtg .the UJo!tlWtg 601tc.e and Izaq 6/l1t .u neetU. :to be .tJtained 

and .i.n.laid fA1i..th higheJc. e6 Mc.ienc.iet.. 

f) LabOILlt Ret..tJw.c.tuJr.i.ng : 

The 1tet..tJw.c.tuJr.i.ng option .u. conl>-i.deJc.ed Ill> one oft .the e6ftecti.ve oplionl> 

.in. .in.c.Jte/1l>-i.n.g .the in.UULtive l>piJtU .thJtough Iteco~ .the .s.t:Iu.Letl.cJ and 

.the oJtglllt.izational U:a.temen-t oft .the pItOjec.t: fA1i..th .the tUm oft .i.n.c.Jte/1l>-i.n.g U.6 

l>COpe. 6-i.nd-i.n.g n00 Meld!>. employmen-t po~ and It0A1 oppo/f..tun.it:.iet 

06 plUImotion and J.elft-llUeJc.ti.on ftO/t ,the employeet. oft cU.6fteJc.en-t jobl> and l>pe

c..ia.Uzationl>. and Umu.Uan.eoU6ly a n00 .tJtea.tllren-t oft .the 110;(; 06Mcial J..tJw.c.t;-

1LItet. oft .the pItOjec;t. .thJtolLgh a c./1Ite61Ll l>c.ien.ti6,£c. U1J.dJJ .that: pu;U dailn .the 
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6unc.:ti.onl> , .the .6pec.iMca.t.i.onl> 06 .at. oc.cupiznu., .the..iJr. qua.U6.i.ca.t.i.onl> and 

expeJLi.enc.u. 

Henc.e, .the JtU.tIuLct:uJUng op.ti.on wow t:.o 6ul.6ill two IIIILi.n :t1Vr.get:.6 : 

THE FIRST : 

Emp!oy.ing .the ex.tJta. wOJtk-60Jtc.e by 6.i.nd.i.ng pMdac.:ti.ve 6unc..ti.onl>, .in adcUti.on 

t:.o .the po-ten:t.i.a.t.i.ty 06 app.lJj.ing .the c.onc.epU.on 06 eaJt..f.rJ Jteti.Jtement:. 

THE SECONf) : 

Veve!op.ing and c.teall.i.ng .the pM j ed 6Jtom .the illegal. UJuLc.twr.u a.6 well. a.6 

.the .6p.i.JtU 06 c.altete.6.6ne.6.6, .laz.i.ne.6.6 and negUgaJtC.e, .th.i..6 plu.6 g.i.v.ing IDt 

.inc.enilve jtL6uMca.t.i.on 60Jt pJtomo.ti.on and pMglte.6Uon. 

TlUJ1!..6.la.t:ed by, 

HOfJA RASIfEI) 
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Spec.i61J.i.ng .the Fa..iJr. Lea.6e Va.lLLe 

The 6a..iJr. va.lLLe 06 .the. a.64et -to be iea.6ed .u. -to be 4pec.iMed (deteJlJll.ined/ 

.tMough .the 60Uowbtg 4.tep4 : 

F.iJu,.t : Spec.i6lJhtg .the coU 06 .the iea.6ed auet : .A.. 

.. ~~? l'6.tl144UJ 

The Jte aile d.i.HeJte.n.t methodl. 06 f:~Uog.i.6m 1IfJfti.p.t.y. wh.ic.h 

d.i.JtecJ:.l.y aHedf« .the ,....evaltmtion plWc.e.u 06 aue.u w.Uh .the tUm -to acc.owtt~ 
U4 cou. Thull. b!'lt!~§tltirl methodl. could be JtuttUded ht what: 60ll.txol. : 

S~ 

1- The Bo02 Value : 

The lL6e 06 .the bo02 value method. a.6 a ba4i.4 60Jt eva/ua,thtg .the aue.u. 

meart4 .the evaluation 06 .the aue.u w.Uh U4 Jteal value at: .the dtzJ:e 06 ac.qtLi.-

4U:i.on. 

Th.i4 method 06 auet evaluation JteUu on a numbeJt 06 jl£6.t.i6icatiort4 

-to be 41lll1111Vtized iU 60UtMl. : 

- The objecUvUy 06 .the 41JUog.i.6m (UandaIuL) a.6 .i:t dependl. all abLea.dq 

happened evenU. wh.i.cJt plWv.i.d.u .the po.tent.iaUtlj 06 Jtev.iao.Uzg and veJti61J.i.ng 

OJt Jtev.i4.Utg .u:. 

- The Uea.d.i.neu and .the 4eULeme.n.t (6tabiV.ty) ht 60UCX4ing .the book value 

method htcJtea.6U .the con6.ide.rtce 06 .the acc.owtt.i.ng data. 1L6eJt6. 

In 4p.i;te 06 .the p.ttevi.olL6 jl£6.t.iMctLti.ort4 on wh.ic.h .the bo02 value method 

-iA txu.ed, .theJte aile IIIflIIIJ CJr.itic.UIIIA aJtound .i:t ht Ca.6e 06 behtg lL6ed ht 4Pec.

.i.61J.i.ng .the 6a..iJr. iea.6e value. 06 .thue eJUtici4111A : 

- The ,.fcCJr.ed.i.bU,.u:y 06 .the data. htc/uded ht .the UU 06 .the ~ 6ta.tu.6 

bec.a.lL6e 06 IL6htg a lIIbc..tuIte 06 r.utU.6 w.Uh d.i.6 6 eJte.n.t pt.IJl.Cha.6.UI paGeJt6 Ul.i.th.Ut 
one UU. 

- The UllJ>rUtabU,.u:y 06 .the dtIawn a.cc.owtt.i.ng data. on ba4i.4 06 .the book value 

iii blJ .the dec.i.4i.on ma.ke.rt6. bl!.c.a.lL6e.i:t.u. UIIJIeati4t.ic and doun' Z 4W .the Jteat. 
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(a.dual.) au.e.t valu.e. 

11- The Rep.la.c.emen;t CoU : 

The lI.ep.la.c.emen;t c.oAt -iA c.all.ed the c.uJlJten;t c.oU 011. the au.e.t lI.eptace

men;t c.oAt. It lI.eplLuen:t.s the c.oU 06 pultc.ha..6.Utg au.e.t.s equi.va.l.en.t :to :the 

c.uJlJte.ntl.Jj (J,IJned onU, OIL U -iA the c.oU 06 pultc.ha..6.Utg the AelLV.ieu 06 thue 

au.e.t.s .i.6 U -iA not pOAJ..i.bl.e :to bfl!l equivalen;t onU. So, the 1I.ep.la.c.uten;t 

c.oAt me.thod a..im6 at the AyUog.u,m and A-ta:temen;t {In the au.e.t.s and :the c.oUl. 

c.oMec.:ted w.Uh the uJ.e 011. the pultclra..6e 06 thue a.6Ae.t.s w.Uh U!. c.uJlJten;t c.oU 

011. the an:t.ic1.pa.:ted one depencU.ng on which .i.J. leu, at the da.:te 06 p1I.epa.1tUtg 

the budge.t 011. the da.:te 06 uJ.e 011. Aale. 

Then the 1I.epla.c.emen;t c.oU method p1I.Ov.i.du moll.e AuUable and bene6ic.ial 

da.ta. 6011. the da.ta. uJ.eItJ. lI.uu.Ui.ng 61LOm the :time AyUog.u,1II 011. the book value 

. wh.i.c.h -iA not :to be uJ.ed .in the eva1rmti..oll aJ. U -iA me.a.n..i.ngleu :to AuppoAe 

:tha.:t the p1I..i.c.e 06 a. c.ompamj 011. dII. au.e.t II.(JAJ equal.J. the A/.III paid 6011. bfl!I.ing 

U ten. yeaJU. ago • 

111- The Ec.onom.i.c. value method {V.C.F.I : 

ThiJ. method -iA baAed on Apec.i6y.ing the au.e.t value via. ~ manage.en;t 

pOWelL 06 :th.i.J. au.e.t by d4c.oun.tUtg the monetaJtq 6lowJ. lI.uu.Ui.ng 6M- the 

lI.eClUl.itmen;t 06 the au.e.t at 11 AuUable dUc.owtt ILa.:te, wh.i.le .ta./Ung c.ogM.

Zdll.c.e 06 .in6.la.:tio/l., lila 06 au.1lJUUlc.e, the 1LiJ./u peJLta.UWtg :the a.c.:tivUlj 

aJ. weU aJ. the e66.ic.i.en;t au.e.t managemen;t .in :the p1I.uen;t :time ht.:to c.olt6.i.d

eILa.:t.i.oll.. It -iA a.lJ.o :to be :t4ken. .into =wtt when. Apec.i6y.ing {de.teJUain..ing1 
the dUc.owtt 1La.:te, :the c.orWtol by the gOlleJul/llell..t Oil the au.e.t and the c.uJIJt

en;t valu.e lI.uu.Ui.ng 61LOm dU c.oun.tUtg the 1II0lletaJtq 6loIcI4 at :the Apec.i6.i.ed 

dU c.owtt 1La.:te, wh.i.c.h lI.eplLU en:t.s the value :tha.:t :the leaJ. ee welc.omu :to P4!I 

:to the leaJ.ed au.e.t. 

Sec.ond : The Leu 011.' A 1mpUc.U 1n:teILeU Rate : 

It lI.eplLuen:t.s the .i.n:teILeU lLa.:te CDIIIi.ng 61LOm the .inllutmen;t .in :the leaJ.ed 

au.e.t, which lIIIllzu, at the beg.imU.ng 06 the c.ontJuz.c.:t, the c.uJlJten;t lIalue 06 

the mi.nimwII Umit 06 the leaJ.e p4!fIIIen:t.s and the 1I.emahr.i.ng value 06 the au.e.t 
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equal. :to the l7II.VtIlet vahLe 06 the auet. 

TIWul : Spec.i.6y.(.ng the Lea.4e FILiJI. VahLe: 

The 61LiJ1. vahLe ).A the c.oU 06 the tea.4ed auet a.s p1teviou..4ly o.c.c.oun,ted 

in. F.iJIU. plu.4 the .i.rrrpUc.i.t vahLe a.s a.c.c.oun,ted (catc!lta.ted) in. Sec.orut.. :to be 

cU.v.w.ed by the Lea.4e T eJuII. 
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THE ROLE OF THE CONSULTANT 

WITH RESPECT TO THE LESSOR ANrJ LEASSEI: 

The COn6uUa.n,t playA an -impoJLtan;t and A.ign.i.6.ican.t JuJU -in :the Jtea.(m 

06 066eJt-Utg :the AeJtv.iC.U and M.u.di..u :tha.t pU4h 60JrJlJa/ld :the L£a.6.ing p!toc.et.l> 

-in M.eo.dg and de.UbVULte A:tepA. The JuJU 06 :the COn6uUa.n,t w.Uh Jtupec.:t :to 

:the .lUAoJt and .leuee .it. ClUJA:talUzed -in : 

1- MaIUng management and opeJta:t.iona.t IlJ.l.C!it. AO at. :to Jtecogn..i.ze :the Jteat.On6 

beh-Utd :the Mumb.le 06 :the aAAe:t :to be .leat.ed. :thJtough A:tu.dg.i.n.g :the 6wtc.Uon6 

and :the a.di.vU.iu 06 :th.iA aAAe:t. p.lut. Apec..i6y.i.n.g :the c.a.uAU 06 :the t.:tumb.le. 

2- Ca.Jtlt!f.i.n.g out: a. A:tu.dg :to dec..ide :the .level. 06 :the t.:tumble. (.impediment). via. 

AtJ.uJy.i.n.g Ut. Aymp:tomA and 60ltnKng a. geneJta..i .idea. about: :the t.:tumbling degJtee 

and Acope (Jtange) 06 :the at.Ae:t. 

3- PJtepa.!t.i.n.g a. AtJ.uJy :to A:teo.dg :the Mumbling aAAe;t. and:to lay domt :the me:th

od!. 06 Jtu:tJtuc.:tuJUng :the aAAe:t. 

The pltev.ioUl> A:tepA cou.ld be v.iwed 6ltOJl1 :the le.AAoJt' A po-Utt: 06 v.iw. and 

6JuJm :the .leuee' A at. we.lL 
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... THE ROLE OF THE CONSULTANT 

WITH RESPECT TO THE LESSOR ANV LEASSEE 

The colUJu.U.imt plaJj.6 an .impolLtant: and. .6.ign.i.Mcant: lWle. .in .the Jtea.lm 

06 oHeJt.ing .the .6eJtv.(.Ce.6 and. .6.t:u.cLi..e.6 .thtLt pu.6h 601tWlIlUl. .the letz6.ing PlWceu 

.. .in .6.t.ead1j and. deUbeJuLte .6.tep.6. The lWle 06 .the COIUJulian.t w.UIt Jte.6pec.t .to 

Iii 

.the .le.6.601t and. leuee .u CJUjUiLUized .in : 

1- /./aIUng management: and. opeJr.at.<.onaL qlldU:, .60 a.6 .to JtecognUe .the Jtea.601UJ 

bekind .the .6;(;umble 06 .the a.6.6e.t .to be lea.6ed. .thJtough.6t:udy.ing .the 6unetioIUJ 

and. .the a.c:tivli.ie.6 06 .th.u a.6.6e.t. p.lu.6 .6ped6!1.ing .the ca.u.&e.6 06 .the .6;(;umble. 

2 - CIlM.!f.ing out; a. .6t:udy .to dedde .the level 06 .the.6;(;umble r .impediment:l. v.(.a. 

.6.t:udlj.ing U.6 .6ymp.tolll6 and. 601imUrg a. geneJta.l .idea. about; .the .6;(;umbl.ing deglr.ee 

and. .6cope r ltangel 06 .the a.6.6e.t. 

3- PJtepa!t.utg a. .6.tud1j .to Uead1j .the .6;(;umbl.ing a.6.6e.t;. and..to laJj cia.qn. .the me.th

od4 06 Jte.6t:lw.c.:twWtg .the a.6.6e.t. 

The pJtev.(.oU.6 .6.tep.6 cou.ld be v.(.wed 6Jto111 .the leuoJt'.6 po.<.n..t 06 v.i0lJ. and. 

6lWm .the leuee'.6 a.6 well. 
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Case Study No.1 
Workshop on Leasing 

Alternative Choices for Privatizing Affiliated Companies 

Option I - Ten-year Operational Lease with Renewal or Purchase Option. 
/ 

Tenns of the Lease: 
• Lessee will takeover and absorb X = 1,200 employees, while the Holding 

Company absorbs Y= 400 employees for early retirement or redeployment with 
the Social Fund for Development. 

• Lessee will make a security deposit for insUIance of a sum equal to one year's 
equivalent of the labor wage bill. (1,200 times LE 5,000 = LE 6.0 M) 

• Lessee will pay a lease rate of LE 2,500,000 annually, starting in year two of the 
lease, and increasing by 5% annually. 

• The insurance deposit will be used to pay the second year's lease payment if the 
lessee meets all conditions of the lease up to that time. 

• The optional sale price (in lieu oflease renewal or termination) at the end often 
years will be set at LE 94.0 M, a price such that the net present value of all 
proceeds to the lessor from the deposit, lease payments and sale price, are equal to 
the initial sale price stipulated in Option II. 

NPV (Deposit + Lease Payments + Sale Price)IO = Original Sale Price = LE 51.9 M 

Option II - Immediate Sale 
/ 

Tenns of the Sale: 
• The buyer will make a one-time cash purchase at the price stipulated by the 

Holding Company . 

Original Sale Price = LE 52.0 M 

Option m - Financial Lease 
I 

Tenns of the Financial Lease: 
• 20% of the sale price as a down payment, LE 10.0 M. 
• Principal payments each year of 119 of the remaining balance, LE 5.0 M. 
• Annual interest payments of 10% of the outstanding balance after subtracting the 

down payment and the accumulation of each year's principal payment from the 
original sale price . 

NPV (Downpayment + Annual Principal Payments + Annual Interest Payments)lo = 
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Original Sale Price· LE 5 million = LE 51.9 M 

Option IV - Ten-year Operational Lease with Renewal or Pnrchase Option and Lower 
Security Deposit than Option I. 

Terms of the Lease: 
• Lessee will takeover and absorb X = 1,200 employees, while the Holding 

Company absorbs Y = 400 employees for early retirement or redeployment with 
the Social Fund for Development. 

• Lessee will make a security deposit for insurance of a sum equal to 112 of one 
year's equivalent of the labor wage bill. «1,200 times LE 5,000)/2 = LE 3.0 M) 

• Lessee will pay a lease rate ofLE 2,500,000 annually, starting in year two of the 
lease . 

• The optional sale price (in lieu oflease renewal or termination) at the end often 
years will be set at LE 95.8 M, a price such that the net present value of all 
proceeds to the lessor from the deposit, lease payments and sale price, are equal to 
the initial sale price stipulated in Option II. 

• The lessee will be required to present an equipment, machinery and buildings and 
grounds rehabilitation plan, with 6 month milestones. If the lessee delays in 
meeting the milestones, a sum of 113 the security deposit (LE 1,000,000) will be 
assessed for each month's delay. If the lessee falls more than six months behind 
schedule in the rehabilitation plan the lessor will have the option of canceling the 
lease and the lessee will forfeit ownership and all claims to rehabilitations, 
replacements, installations and renovations made to date with no compensation . 

NPV (Deposit + Lease Payments + Sale Price)lo = Original Sale Price = LE 51.9 M 

Option V - Ten-year Operational Lease with Renewal or Purchase Option and Six-month 
Transitional Period with Delayed Security Deposit. 

Terms of the Lease: 
• Lessee will sign lease contract but not be responsible for labor payments for six 

months. 
• During six month transition period, lessee will be required to conduct a labor 

adjustment assessment (similar to that carried out in the Cairo Metallurgical 
Company). This plan will be presented to the Holding Company for review and 
analysis within two months of the signing of the contract. The lessor will 
determine the number of workers for which the lessee will be responsible based 
on the results of the analysis but not to exceed X = 1,200 •. 

• The lessee will be responsible for developing an equipment and machinery 
replacement and installation plan, complete with schedules for completion dates 
of said renovations. This will constitute the schedule for renovation milestones. 

• Buildings and grounds will be renovated during the transition period at the cost of 
the lessee. If the lessee uses employees of the company the lessee will be required 
to pay their salaries for such work. 
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• A transition supervisory committee will be fonned to provide overall supervision 
of the studies, plan developments and renovations during the transition period. 
The supervisory committee will be made up of the Holding Company 
representative, an Affiliated Company representative assigned by the Holding 
Company, the lessee and an outside consultant acceptable to both lessee and 
lessor. This committee will be responsible for reviewing all plans, approving all 
plans and supervising the execution of all plans. The lessee will be responsible 
for the costs incurred for all replacements, installations, renovations and repairs 
during the transition period. In the event that the lessee does not meet the 
milestones stipulated by this committee, the lessee will forfeit all claims to 
renovations, replacements, installations and repairs carried out to date. The 
national contract arbitration court will settle all disputes lodged against this 
committee. 

• 

• 

• 

• 

• 

After the transition period, the lessee will agree to takeover and absorb X 
number of employees (determined by the labor adjustment plan and agreed to by 
the Holding Company, but not to exceed 1,200 employees), while the Holding 
Company absorbs Y employees (in accordance with the labor adjustment plan 
but not to be less than Y = 400 employees) for early retirement or redeployment 
with the Social Fund for Development. 
Lessee will make a security deposit for insurance of a sum equal to 112 of one 
year's equivalent of the labor wage bill «X times LE 5,000)/2) to be paid at the 
end of the transition period. 
Lessee will pay a lease rate of LE 2,500,000 annually, starting in year two of the 
lease (12 months after the signing of the lease). 
The optional sale price (in lieu oflease renewal or termination) at the end of ten 
years will be set at LE 95.8 M. a price such that the net present value of all 
proceeds to the lessor from the deposit, lease payments and sale price, are equal to 
the initial sale price stipulated in Option II. 
The lessee will be required to continue to follow an operations plan presented 
after the end of the transition period, which will stipulate additional equipment, 
machinery and buildings and grounds rehabilitations for the ensuing lease period. 
If the lessee delays in meeting the milestones in the operations plan. a sum of 1/3 
the security deposit will be assessed for each month's delay. If the lessee falls 
more than six months behind schedule in the operations plan the lessor will have 
the option of canceling the lease and the lessee will forfeit ownership and all 
claims to rehabilitations, replacements, installations and renovations made to date 
with no compensation . 

NPV (Deposit + Lease Payments + Sale Price)lo = Original Sale Price = LE 51.9 M 



IIiiI 

Lead Time 

Contract Formulation and 

Regulation 

Contract Valuation 

Down payment and Security 

Deposit 

Transition Time 

Labor Adjustment 

Rehabilitation Plan & 

Implementation Schedule 

Training 

In place Mgmt 

Quality Control 

Tech. Assistance 

Control Monitoring 

Regulation Governing lease 

Violation and Subsequent 

Penalties 

Court Arbitration 

Contract court. 

Two Side Game 

Decision making (Buy or 

Lease) 

<0: 
~I ~JO.:" • 

~\:;JIJ ~I ~I • 

~1-JI~ • 

JJI~J ~ o..>L.:W...hb. • 

: '-'I ~~. ~ ." - -
y:!~1 • 

c-!yJl o).l) w~ :il_l.;ll o)~Yl • 

:i ;iill :i..; y.J1 • 

wl.J.!~1 ~t!.. -' ~I Y' • 

~\:;JI w4l= ~IY' =1"'; • 

~W>iJI~1 • 

~I~ • 

......1):.»1 ~~ .1..>4-0 • 

(0)..fo-~ -~I~) wl).)!1 ~L:.:i) • 

j'" 



-----

... 

SecondDav 

TNO Activity Duration Timing Responsible 

.1 Case (1) .. Group discussion (con!.) 1 10:00: - 11 :00 

12 Group presentation for case study I 1 11:00 12:00 H+G+L+A 

T3 
I 

/12:00 Coffee Break 10.5 12:30 Admin. , , 

..,..4 Wrapping up Session i 0.5 112:30 13:00 H I , 

lit'S 
, 

Case Study II Presentation 0.5 13:00 13:50 A 
, , 

... (Decision Making Case) i I 
1& 

, I Case study (Group Work) 1 13:30 14:30 i A + G+ L , 
, 

r? Lunch Break 1 14:30 15:30 Admin. i 
! 
i 

f'3 j Presentation of groups decision (By 1.5 15:30 17:00 H+A+G : 
1 Group Leaders) 

, 
! 
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Case Setting 

Case Study No.2 
Workshop on Leasing 

Suez Spinning and Weaving Company is located in the port town of Suez. The 
spinning facility that is available for sale or lease has two lines with a total of 52,000 
spindles in fair condition. An equipment and machinery status list is attached. Several 
components of machinery will require repair and/or replacements so that the company will 
be in a condition to produce quality products for export. Estimates of the total costs for 
this renovation is LE 15 million. The repair of buildings and grounds will cost another LE 
2.5 million. 

The spinning factory has two spinning lines, both located at one factory site. The 
total labor currently working at the plant is 1,800 employees. One spinning line has the 
capacity to produce 7 tons per day of low to medium count yarn if minimal repairs are 
carried out. The second line has a potential to produce everything up to high count yarns, 
with 5 tons per day capacity, if fully repaired and obsolete machines replaced. 

If the company is sold outright a portion of the outstanding debt will be added to the 
sales price. The amount will be negotiated at the time of sale but would not exceed ten 
percent of the sales price. This would apply to the financial lease as well but would be due 
in the tenth year. lethe company is leased, ten percent of profits would be assigned to 
retire debt after the fifth year. 

The labor that is accepted by the purchaser or lessee would be subject to normal 
labor practices laws in Egypt, with the understanding that lay-offs would be held in 
moratorium for three years. Early retirements or reassignments could be carried out by 
the buyers or lessee's if financed by them. 

The purchase and lease options are presented below: 

1. Lease Option 1 
a. The lessee shall take 1,000 employees. 
b. The insurance deposit will be equivalent to the wages of 1,000 employees 

for 1 yr or LE 5,000,000. 
c. The lessee will be responsible for the wages of the employees at the time of 

the signing of the contract. 
d. The annual lease rate will be LE 1,500,000. 
e. The annual lease rate will be increased 5% each year starting in year 

three. 
f. The lease payment will have a grace period of one year. 
g. The term of the lease contract will be for ten years with option to renew or 
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with first option to purchase by lessee for LE 150,000,000. 

2. Lease Option 2 
a. The lessee shall take 1,000 employees. 
b. The insurance deposit will be equivalent to 112 the wages of 1,000 

employees for 1 year or LE 2,500,000. 
c. The lessee will be responsible for the wages of the employees at the time of 

the signing of the contract. 
d. The annual lease rate will be LE 1,500,000. 
e. The annual lease rate will be increased 5% each year starting in year 

three. 
f. The term of the lease contract will be for ten years with option to renew 

or purchase by lessee for LE 150,000,000 

3. Lease Option 3 

three. 

a. The lessee shall take 1,500 employees. 
b. The insurance deposit will be equivalent to the wages of 2/3rds of 

1,500 employees for 1 yr or LE 5,000,000 
c. The lessee will be responsible for the wages of the employees at the 

time of the signing of the contract. 
d. The annual lease rate will be LE 750,000 . 
e. The annual lease rate will be increased 5% each year starting in year 

f. The lease payment will have a grace period of one year. 
g. The term of the lease contract will be for ten years with option to renew 

or purchase by lessee for LE 120,000,000 

4. Lease Option 4 

5. Sale 

a. The lessee shall take 1,500 employees. 
b. The insurance deposit will be equivalent to 113 the wages of 

1,500 employees for 1 yr or LE 2,500,000 
c. The lessee will be responsible for the wages of the employees at the 

time of the signing of the contract. 
d. The annual lease rate will be LE 1,500,000 
e. The annual lease rate will be increased 5% each year starting in year 

three. 
f. The term of the lease contract will be for ten years with option to renew 

or purchase by lessee for LE 120,000,000 

a. The sale price will be LE 75,000,000. 
b. The lessee will take 1,000 employees . 
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6. Financial Lease 
a. The value of the financial lease is fixed at LE 60,000,000 
b. The lessee wiII pay LE 15,000,000 at the signing of the financial lease. 
c. The lessee wiII pay a principal payment of LE 5,000,009 per year 

for ten years plus 12% interest on the outstanding principal. 

7. Pre-lease agreements and transition period arrangements wiII be mutually agreed upon 
by both parties prior to signing of the lease. 

8. Contractual documents wiII hold both parties liable to the terms of the agreements. 

Discuss all of these options at your table and select which option your table, acting like a 
company, would prefer and state why? 
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ACTIVITY NAME: 
ACTIVITY NUMBER: 

Leasing Guidelines 

Agricultural Policy Reform Project 
REFORl\1 DESIGN AND IMPLEMENTATION UNIT 

Proposed Terms of Reference 

Working Group to Develop Leasing Guidelines 

Justification for these terms of reference: 

The Ministry of Public Enterprise through its respective Holding Companies for Textiles, has developed 
several leasehold agreements. Operational leases are in place in ESCO with the Korean firm Dong II for 
spinning yarn, and at Cairo Silk with Glass Co. for dyeing and finishing and with Brita Sharif for 
weaving. Also at Cairo Silk a woolen blanket firm is renting (leasing) space. Several potential leases 
have been advertised by the Holding Companies (Middle Egypt at Fayoum, EI Siouf, and Tricona) but 
none of these have been concluded for one reason or the other. 

The APRP has been advising the Holding Companies with regard to the identification of potential 
leaseholders and in negotiating the terms of the leases. A workshop on leasing principles was held in 
Alexandria on November 17-18, to discuss the key issues involved in developing a lease contract. 
Several Holding Company and Affiliated Company staff were in attendance, as were senior advisors to 
the Minister of Public Enterprises, Shabry Aglan and Mahmoud Salem. The workshop was directed by 
Gen. Dr. Mohktar Hallouda, Gen. Adel Sayed and Prof. GamaL The theme of the workshop was to 
solicit private and public company responses to a set of alternative contract agreements offered by one of 
the MPE Holding Companies for a spinning company. Discussions were quite fruitful and many 
recommendations were tabled during the sessions. 

APRP's work with the Holding Companies to develop leases as an alternative method of achieving 
privatizaiton led to the creation of a benchmark suggesting that the GOE should develop general 
guidelines for management and leasehold contracts. These guidelines would deal with all of the major 
issues that are required in a management or lease contract, and also develop procedures on how a 
contract should be advertised, negotiated and guaranteed. In order to formulate these guidelines, this 
Terms of Reference has been developed to form a "Working Group", with representatives from APRP, 
the MPE, and the private sector, that will be charged with the task of making recommendations as to 
what should be included in the "management and leasing contract guidleines" that will be submitted to 
the Minster of Public Enterprises for adoption. 

Objective of this short term assisgment: 

The objective of this assignment will be to conduct a series of activities that \villlead to the formation 
and review of a set of guidelines for developing management and leasehold contracts. Representatives 
from the GOE and the private sector will participate in this exercise and APRP and APRP consultants 
will also contribute analysis and advice. The guidelines that will be developed will be submitted to the 
Minister of Public Enterprises for his endorsement before June 30,1999. The working group will solicit 
ideas and suggestions for what to include in the guidelines from the public affiliated company managers, 
from the senior staff of the holding companies, advisors to the Minister of Public Enterprises, from the 
private sector investors who are potential candidates as lessees or operations managers, those successful 
lessees in Egypt, and many experts with experience in other industries that have tried operational leasing 
or management contracts. Particular attention will be directed towards how these guidelines for 
operational or management leases will be compared to or covered by the current legislation dealing \vith 
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financial leases. 

Ouputs: 

• A background paper on the key issues regarding operational leases and management contracts, and 
how this compares to financial leases. (To be prepared by APRP and APRP consultants) 

• A series of workshops to discuss the "paper" with key stakeholders. 
• Visits by the Working Group to facilities successfully being managed under operational leasehold or 

management contracts, in Egypt or other countries. 
• Invitation to selected Indian experts in their version of leasehold contracts, under the rubric of 

"Memorandums of Understanding. " 
• Draft operational leasing and management contract guidlines. 

Timing: 

The Working Group will be formulated in December, 1998, and will attempt to have the draft ready for 
... approval by June, 1999. 

... 
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Team and resources: 

This TOR will cover the contracting of a team of consultants from NCFIECIS (Gen. Hallouda - 25 days, 
Gen. Sayed - 25 days, Prof. Gamal- 15 days, Counselor Naguib - 15 days), an assignment of the MPE 
training and privatization specialist, Gen. Assem Shams El Din, to the Working Group for eight weeks -
40 days, the visit of an expert from India, and a series of stakeholder workshops - 3. 

RDI Unit Responsibility: 

Privatization & Investment Promotion Unit, KS, with participation and collaboration of the Project 
Management Unit, GK 

Tasks: 

• Prepare a background paper on leasing and management contracts. 
• Study operational leasing experiences in Egypt, India and France. 
• Visit companies in Egypt that are currently engaged in operational leases and management contracts. 
• Visit one country where operational leases (or a similar model) have been successfully developed. 
• Present the preliminary draft guidelines at five stakeholders workshops for in-depth discusssions, 

comments and reviews . 
• Draft the final guideline recommendations and obtain MPE acceptance and endorsement. 


