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All of the above should serve as a potent reminder that the ICT sector.
along with other cutting edge new technologies, is 2 means to an end. In
capitalistic, competitive societies today [CT is viewed as a tool to maintain,
regain or acquire an edge over the competition. The ability to do thinzs faster.
more efficiently at reduced cost is deemed 10 be not just interesting or impertant
but vital. The experience of the western world so far has been that [CT zrawth
has been driven by demand. [CT companies try and understand new business
trends so that they can bring to market products that address real needs. In turn.
only the products and solutions that meet these criteria succed in the market
place.



Which is to sayv that the impact of particular instruments applications can
vary a great deal depending on the planned use. Indeed. it is difficult 1o think

that [CT could piay a meaningful role if it is parachuted in non mature econamic

environments where some or most ot the preconditions. material. institutional
and psychological outlined above are either lacking, not sufficiently mature ar
altogether non existent. IfICT does nat respond to specific. clearly identified
needs, then itis difficult to justify its introduction. It may end up beinz rezarded
as interesting, intriguing but not altngether essential for increased
competitiveness or for a modernization strategy.

Alternate Models
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Southern Africa and the Middie East. the promotion authorizies coniinue 0
aggressively advertise the country as an ideal location for fr2sh foraizninvasiments
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Analvsis: ICT can be successfully introduced in different economic environments
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growth and the dramatic improvement ot both th as
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rhetoric and perhaps

place clear, transpar e: ::-5;‘: i
The following ara fust a 12w proniem ar2as deemead 10 T8 ML 1T 2Ties T
business people. Egvptians and t
--The tax burden 1s wo izl
--Labor iaws are a disineentine o ainng
The fezal system 15 not 2apadiz 12 nandis and r2soive LI3p 028 N an

S
'"‘\'“t’.ql"OL‘ and ransparant mannet

--Laws and regulaticn s ars comroisN
theyv are modified in an unpradictariz way,
uncertainty.

--While protessing
continues 1o have relauvely
sometimes arbitrarily 33:-;:1-.

[f we look at the economy as &
sector and a few large private grouss.
activities are in the hands of medium.
backbone of the Egyptian economy an
emplovment. these small enterprises l'n:
in mnovative activinzs. They have ant q
managad and mderu pitalized. Further

“informal sector” a status that allows at l2ast sor !
taxation but which creates no incantives nor opporm

Dﬁ

capaciiv and create new a1ficlenc:2 To the axtent thar
survive catering to the domestic marksat, they can

The emerging picture leads
rather weak manufacturing and s r-\'ices 2C0nomy, of
goods for the domestic market. in :
dangers of intemational competitio

J

1
U
(24

Because of the lack of reai exposure 1o competition. the pullic a1 lirg? and
even the business community are not really ]
among other things. [CT systems and 500 Ui
quality of goods and services produce

oreqter efficiency and enhanced proc
resmr is that the whole [CT sector wnile growing,
component of the ecornont;

The Government, as incicated abox'e. has recentlv affirmed thenezd 2
proceed along the road of modemnization. Yet. not ail components of this v281 2u
machinery seem 1o be on board. While a new \ n 1str‘y wit ‘ 2

recently created, as of today it jacks the manpowe




] 1t

carry out singlehanded!y 115 tar-reaching pians Cooperation Tom

Government to carry out this ambitious aganda would seem .
indication that. given the antigua : N =i
adequate svsiems L
have bean put in
cornditions. Taus <2
rulfil them, at least o

’\‘1‘. I -\,z.sﬂ B L o
. w

D e =T

Meaninsful "Busitess Devzloomeant’ ine suziell o0 iy Ferorl @i
when new. complex 2annoiogies such 25 {C7T arz invoinel Janniite Te2lni
place”, External aid s more kel 2
preconditions. both matarial and psven

outin the Premise anoney Rig?
to happen tor ICT
eConemic environms

[t has pesn sated ime and again in the Cou
interviews that ”
whea Sic"liﬂ”""'
clemand led gro

e
=
E‘f
)
E
(']
{a.

eriors wil

environment tha no
community will inttiate a dialogue
creation of beutar i :
guestionabie.
Awareness alone. without the prassurs of comgelinon VTIAN TUSIN23ES

brought about but the real opening of markets willn CAs scazed above.
both in the Western as well as in the non western experiences r!zg Fear of fuiling
belind and/or the real willingness to improve national competitiveness and reacit
higher standards of living have been the true drivers behind the adoption of "ICT.

Socteries that accp{ i [CT. overume.
a very high value economic activity that raqu
outiavs as iis sue ngth is based on the capab:
becomes espec i‘; interesting as significant inv
positive effects for an:
out succsessiully, ov
of value goods and services.

2
does not exist i: Ez_w:t. Egvpt. forthe um
lan]

assets {nature and monuments) that i

the oil sector, the ravenue from the Suez

working abroad. Thus. therz i3 insuificient pressure 10 maxg 1ng 1281 21112 £2InImis
plavers more "aware 2310 therezd 0 ' : el
more widespread use of [CT. Be thata




main issues that nead (o be addressed 1n order To Creafe or IMprove g 2t

environment for the uccesstul introduction of [T in &
--The Government
of:his Teport wWo LE

will not be abig
meaningiul span o

--The education
with both a h'on
how.

] 1 ‘ ol :
--A real campaign t© 2ducate boih the Governmen? and he privaie sait
. <

opportunities oftered by foreign mariats n2l i3 70 Te orohestraed

From all of the above & 23
for the promotion of the busiae symzizl
on the nesd to sausty pentup d
advisabie to act engrgatically an ) ol
know how. Rather. in the Egyptian case, the succass
initiatives appears w be in la m2asure dependant uoon changes inng oV

environment. Indeed busin
byproduct of the 5?.'5(:355;!.:: imo

lan |

‘v- {19 -
. 4]
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in this Result Package as *.re.':’ Sini:
project. Because of this staiz oI a

lar -scale pro;e ts --a3 {15 Imp

1merest and emulatm

Recommendations: Activities/Qutcomes




1--The GENERAL AUTHORITY FOR FREE ZONES AND INVESTMENTS
(GAFD)

During the coursa o7 the curmanl ras2ardi
Free Zone status tor eniarorises tat
the impression gatherad ina number ot
'm'ﬂs:rneﬂ flows would indicatz thatth
significant roie as magnats v 2ithey domesic or
is Ve } \.xrfewm Iro ' ’
ca. Africaor in .

e

3

One technical advisor with strong oo
Zones), with special .xfe 2nc2 0 th
other developing cour"'a*
recommendations as o \w
project, significan: technical 2ssi
advice and marketing for both Y
companies interasted in avaiing hemseiv softhisor si.rr.i.;:r SRS :'."
the objective of atracting new invesiments through

Duration: 4 months

Assuming that the study idenufies arzas of possible action. the Toilomang tashmizn
o .

assistancs activiue

industries in Expor: Processin
This individual will provide .
marketing and the establishment of advisory
s-'ﬂef*if*c focus on the [CT s2ctors. This ind:
vill assume their duties upon s

Duration: 3 Years followad ov a raturm evaiuation & pianning Wit 23ung Ta 2 moinins

one vear later.

Additional inputs: 2onem
participants per rip: = G.—\:I s:a.f.
[nstitutions: The Office of the Prim
Finance, and ICT .

Critical assumptions



[t is stipulated hers that any ruure atr ngthening of EPZs or Frez Zones
purpose of attracting invesiments in the ‘C Tosector il not

jobs. Unlike other sectors. :
may cause disinvestments |
sector. especially sotware,
US that has to be mer by ingraasing
in the USA.

2--The Credit Guarantee Corporation

The Cradit Guarantez
funding that has ailowe
loans from commerc:al
managers and the CGC wse
charge of [CT related protec
activities and those mlnz‘.g to wse [C
established within the CGC.

Ul

]
1

The obvious advaniags of suc!
entity that has a long and :ra
institutions. Furthermore.
predetermined criterna. T'm woul o
undedeveloped areas and or 2ander ;

reated a dedicated program <0 he! p medical p
ar°a>) This ICT project will include additional
awareness programs.

LJ a
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(47
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Inputs

The CGC is organized in regioral otfices: Greater Cairo. the Delta. Alexandiria, Lpoer
Egvpt, and Canal Cities. The buc;essful ' = :

one Unit Director (Egy Dmm wi m
people for the Greater
additional staff person
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Given the comparuimeniall
the unit in the Cairo offics
vear of operations.

i Unit Director (Egyptia

2 US full ume Lec"m::a advisors | otor
Office with extensive tras ﬂi o other of

2 Unit Directors (Egvptians) for Upper Egvpt



1 Unite Director (Egvptian) for the Canat Zone
3 Support Staff (Egyptians) for the Cairo Otfice

[t is assumed that. at the end of this project. the CCC wiil be 2bie 0 2over il
other costs with 11 own resourses.

Office Equipment:

8 Computers with prifers and sofowarz and neworking hardwarg and [nemmel
connections @ US § 5.000 each

Office Suppties and equipment for sach technical advisor
Estaimated additional capital needs for CCC o perform these addinena, 2amnhes
under the [CT Program.

Year 1: 30 Projects at US § 40,000 zach

Year 2: 30 Projectar US §40.000 sach
Year 3: 80 Projects at US $ 40.000 each

Year 4 100 Projects at US $ 40,000 each
Year 5 200 Projects at US § 40,000 each

Assuming the otal amount of approved loans of L'
capitalization for the CGC at 23%% of this value.

Additional assisiance would be required for a dedicated awareness camp2aiin o
would publicize the creation of this new unit. while oroviding guidancs en now e
handle ICT projects to the large nerwork of foan officers that usually deal with CCC

coverzad loans.
This would require:

2 workshops a month. including dedicated ones for bank officers for I8 sarmnizanis
for a total duration of three days each.

2 large events a vear for 600 people

Costs for promotional collateral and activities
p

Critical Assumptions



[t is assumed here that such loan guarantees will meet a r2al demand oo inz tarn o

ICT companies as well as small or mecium en:er_:r';ses that want o 2327t st
to improve their products or services. cul ¢osis and 2nfante croducivi Usual
these companies do not have capital assets or coilateral and 1hus Janndl o2in

>
commercial loans that will instead become available via this program
[n order to assess the succass af thi ort :
implementad that will xe2p ¢
and successtullv completed

3--The Alexandria Businessmen Association {and other similar ass0ciations:
SME Program

Upon visiting with the Alexandria Businessmen Assoc
that this instituzion has a vibrant lending ; fallel
\edium Enterprises. At this time the SME Prcgra- 11
Still, after exchanges with the ABA mana ot

and that providing funding to quaiifi Md 3

emerging ICT sector in the Alexandria A
SME program, generated by companies Unat wo
products and services. Althougn we <o ouid not
structure of the SME program. it s fikaly that
created with the CGC can be establisied with 1o

[.)
( D
o)
{9
[#]

Inputs
Technical Assistance staifing nesds:

1 US full time technicai advisors for 2 vears based in the Aleyardmz Difce

2 Project Supervisors (Egyptians}

Office Equipment:

3 Computers with priters and softwarz and newors
connections ‘@ US $ 3,000 sach

Office Supplies and equipment for each fechnizal adviser

[

Estimated additional capital needs for the SME Program 1o periorm tnese aldis na.
activities under the [CT Program:

Year 1: 10 Projects at US $40.000 each
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Year 3: 40 Projects at US § 40,000 each



Year 4 30 Projects at L5 5 40,000 each
Year 5 80 Projects at US S 20,000 each

Assuming the totai amount of approved foan o.‘ LSSS
capitalization for the ABA SME Program would '

Additional assistance would be requirad for a dedicatad 2w arenass campaiin ndt
would publicize the creation of this new program.

This would require
! workshop a month for 23 participants for 2 total duration o7 ihrze davs 2a3n.

2

2 large events a vear ror 200 peopie

O

osts for promotional coilateral and activinies

Critical Assumptions

Similar to the CGC scheme. This program \ wou'ic! open new aveuss for the Irowil Il
the ICT sector in the region as well as for financing [CT solution for &iversa
enterprises. Based on the good track record. high visibility ! el
Alexandria Business Association sesms 10 have the resourcas

host this program.

[t is recommended to begin with one Asscciation. [fthe s esponse : citoouid
be expanded 1o one or more of the other Business Associatons. These wil.te

selectad based on a study conducted by the ABA SME Technical Advisers thatwou :
determine the most suitable candidares

Assuming that other Associations are selected, the ICT Project will budgetforan
equal amount of expenditures for each.

4--Pilot Projects in conjunction with other NGOs involved in business
evelopment

It is recommended here that pilot projects (in sector(s) 1o be determined’ shouid oe
launched with the objective of providing \.owoames willing 10 avail th e
[CT the necassary technical assistance. This will consist in advisory services that Wil
help management to reformulate their plans ". a)
while helping them determine the [CT programs and
suitable to accomplish these goals.

This project component could be implemented via direct grants io NGOs already
operating in the area of firm level assistance (such as the {nternatioral E\e:-_:: ¥




Services Corp. I[ESC) or other :mnl ar bodies that have a proven rack resond:

providing firm level technical assistance IR the area o!

[f successfully carried out this Pilot Projecus) could become an exampie 10 ¢
presented to the Egyotian business communily as 10 the 2ctudi benel
and professionaily desio"ed and axzcured ICT plans. Furhermor2, &
rechnical assistance would achieva other resuits Ir e

SME Programs, it would provide these lend:
qualified applicants. as their business plans
high standards. Finally. new [CT projects
demand aad thus new business opportunitie

Inputs

Assuming technical assistance at US § 23,00 per firm ’te\' i
10 per vear for 3 vears the total budget for these grants wil

Critical Assumptions

The identification of NGOs with the know how and experience 10 2army Jul ..
related firm level assistances that wili bring about real benefits 1o small and malium

sizad businesses.

5--The “Federation”

The Egvptian Government and the private sector alike seem 10 have decidal na
[CT Federation that would be private sector led but with some COE parucipanen i,

be created in the near futire. According to sketchy accOuRts as w0 the propeses

legisiation that would create this Federation. a number of activities wiii 2e 22«
via this instrument. While misgivings have been expressed both by rerreseniats

existing ICT Trade Associations as well as others. It seems that this prajedt wi..

ahead. [t is thus advisable to be on the ground floor 2s this new enuly willooo

hife.

The Project’s goal should be to see to it that, while this Federat: tion will perform
A

certain function of industry standards guarantor, via its swpo se
industries, such body will indeed become a reat ICT Industry Association

representing and addressing the views and needs of the private sector. Accorling
the draft law, the Federation should also have significant inpu i:‘ the 2slatish

of ICT business incubators and in expor: promaotion actvities

Inputs

Provide technical assistance to the Federation as such so that it can be organ:
structured 1 inan ett*c*ent manner. Th1s will mc-ude oviding ICT suppen i

Tancq 2D




Among many possible areas of intervention we should focus on:

--incubators

--the estabhsnmen
countries with the
and business pr'ic

--the establishment of an E\{port Promotion unit that woud, along oiher tnings.
develop, through the implem t:mon of ICT svsiems. 2 siat2 0f 1h€ 2r marke:
research unit that would arovide data and an : : o)
inciuding joint venture partners and’or would 'ce :cmgn mnestors zvatana
members.
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-- the creation of a unit chargad with the planning
support (inteiligence, creation of appropriate mater: als
financial aid) to Egvptian companies willing o participate in intematona,
same unit will also act as liaison with the Government in order 1o assure adegu
private sector particioation to trade missions led by Government oinicials, T

also execute activiiies in business awreness and outrzach relaied 0

--the creation of representative offices in selected foreign

to raise its profile, an emerging Egyptian ICT sector n ead

contacts with industry counterparts around the world R ep
he im

oifice
adequate promotion budgets are an essential ool for ¢ plemeniaiion of any sudh
strategy.
Technical Staffing requirements:
1 US Technical Advisor for each of the above mentioned areas +4 Totalt orz pened

of 5 vears.

Critical Assumptions

Support to this “Federation™ should be tied to its status as an ef
trade association. If, in the end this 1s going to be in substance
Government agency, then any support scherme should be revised 2
Federation will not be the target, the we could consider other exist:
the Egyptian High Tech Association (EHITA). However, it RN
new, Government sponsored new Federation taking center stage, the other
organizations will retain much clout.

6--The Status of Venture Capital Initiatives

LN

-
‘.

fl!

Venture capital has become a preferred tool for the 1 Gnancing of new or emarg
companies in the West. The potential for very high returns on .elaz'.vel_v MOCest a3

compared to other industrial sectors) capital outlays, has made veniure capiiaiist ineg



“natural” interlocutors of the iCT sector. [n the US, for instance.

have represeniative otfices in ail the reagies x\"era ICT bom*'m 2

Thev go up to the point of accepting subm 1SS

experience. with the hope that some of them rm; have the nex: ngw ?

could generate gigantic retumns. Our res earch indicate that Venturs
i

ex1st in EOWI although only in embryonic form.
firms craated with the expressed croai 3
But the record. s0 far. is not 2ncourag
initiatives are pew and need more tme
are other inhibiting facters and-or that E
notion of aguity investors as opposed 1o n
important 1o ascertain as © whether and how venturs capital could perinrm tne same
or 2 similar role of boster for [CT firms that it nas acquirad in ihe Wesl

Thus. it would be advisatle to research this igsue inorder 10 determing e 0Ts1AlS
10 the flourishing of Venwure Capital as the primary instrument 10 finande nIIner rss
new ventures in the [CT sector.

Inputs
One venture capital speciaiist with speciiic ¢
Egvptian financial marksts, with special foc

should be used by the impiementing contr
new activity focused on the development
warranted.

Staffing requirements:

1 Specialist in venture capltal with specific background ir
e\penem:D This individual will conduct a four month st d
analvsis of the Egyptian financial markats em‘romnem.
capital eniities, regulatory authorittes and the business cemn n'.t‘_:.
also inciude benchmarkmcr with spenmc reference to deveioped as well as ciner
developing countries This will require 4 months.

-

At the conclusion of this assessment, the specialist will present ois fndingsand
recommendations via a workshop for all relevant stakeholders 4o ranicizani

Critical Assumptions

None

h T



