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1. EGYPT: AN ATTRACTIVE BUSINESS ENVIRONNENT 

There are numerous advantages and opportunities 

available to foreign businesses for trade and investment 

in Egypt. Are~ng them are: 

o the largest market in the Arab world 

o an established infrastructure 

o a diuersified, expanding economy 

o a skilled lab~r force 

o a positive balance-of-payments position 

Perhaps most important. of all is the dedication of the 

Egyptian government to the growth of the private sector 

dnd the encouragement of foreign business. 

Recent Economic Reforms 

In October 1981, following the death of President 

Anwar El Sadat and the election of Hosni Mubarak as 

President of Egypt, th~ "open door" policy instituted by 

President Sadat in 1974 was reaffirmed. This policy, 

which replaced rigid, centralized economic planning with 

a system emphasizing incentives, efficiency, and 

entrepreneurship, has revitalized both the public and 

private sectors with an infusion of technical know-how 

and management reforms and the encouragement of domestic 

capital formation. 

- 1 -



The framework for private sector participation in 

E;i'pt.' s economic growth ..... as provided by "Law Number 43 of 

1974 Concerning the Investment ~f Arab and Foreign Capital 

~nd the Free Zones," which was instituted in June 1974. 

Later amended and cOMpl~mented by Law 32 of 1977, this 

legislation encouraged the transfer of Western capital and 

tech~ology in joint ventures operating either inland or in 

regional public or private "free zones." To promote, 

implement, and expedite foreign investment, Law 43 also 

provided for the establishment o~ the Investment and Free 

Zones Authority, which furnishes numerous investor 

services to the foreign business cc~munity. 

Government Organization 

Egypt, by constitution, is a democratic socialist 

state. As head of government, the president exercises 

executive authority with a cabinet. The executive branch 

also includes administrators at the central, governorate, 

district, and village levels. There is an independent 

judiciary, and a directly elected People's Assembly 

serves as the country's legislative body. The 26 

provincial governors operate with ~onsiderable 

discreti~nary authority. 
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The cabinet is headed by the Prime Minister, Dr. 

Ahmad Fouad Mohieldin, and five De~·.lty Prime )lit1isters: 

Fikry Makram Ebeid 

Ahmad Ezzeldin Hilal 

Kamal Hassa.' Aly 

!1ohammed Nabawi Ismail 

Hohamrned Abdel Fattah 
Ibrahim 

Deputy Prime ~inister for 
People'a Assembly and 
Cor.sultative Assembly 
Affairs 

Deputy Pr~me Minister for 
Production and Minister of 
Petroleum 

Deputy Prime Minister and 
Minist.er of Fore~gn 
Affairs 

Deputy Prime Minister for 
Public Services and 
Minister for Local 
r;overnorates 

Deputy Prime Minister for 
Economic Affairs and 
Minister for Investment 
and International 
Relations 

The cabinet also includes 28 cabinet ministers. In 

ajdition, there are four cabinet committees, as follows: 

o Planning and Economic Polici~s Committee, headed 

by the Prime Minister and including the five Deputy 

Prime Ministers 

o Production Committee, headed by Anmad Ezzeldin 

Hilal 

o Public Services Committee, headed by M. Nabawi 

Ismail 

o Legislative Committee, headed by the r.linister of . 

Justice, Ahmed Samir Sami 
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Investment and Development Priorities 

In addition to tt~ promulgation of Law 43, Egypt has 

provided a variety of other incentives for private sector 

investors by decentralizing investment allocation authority 

to the governorates and allotting them some L.E. 

280 million in the 1980-1981 budget, and by creating a 

National Investment Bank. 

The Bank, which is represented in all the governorates, 

was established for the purpose 0= stimulating local 

financing and disbursing the guvernorates' allocations of 

public sector investment funds. With an authorized 

capital of L.E. 3.2 billion, the Bank serves as the 

country's development fund, assuring continuity in the 

financing of pub:ic sector investment projects from one 

fiscal year to the next. 

Egypt' s five-year Deve",'.Jpment Plan (1930-1384) has 

shifted th~ emphasis of government investmen.t from basic 

industry to agriculture and inf~astructure. Although the 

i~dust~ial sector will remain the economy's chief source 

cf growth, the government has made this change of 

emphasis in recognition of the need to balance the various 

sectors cf the ~conomy. Accordingly, the current five­

year plan accords priority to three specific sectors: 

o Agriculture and foed s~curity 
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o Housing, utilities, and new communities 

o Communications and transportation 

In the public sector, investment priority is being given 

to agro-industry, new urban communities, power, 

communications, ~nd trans~ortation. Private sector 

empha~is is directed to housing, construction, 

~griculture, and light industry. Emphasis is als~ being 

placed upon sectors--such as tourism, the oil industry, 

and the Suez Canal--that, by generating foreign exchange, 

help support Egypt's balance of payme~~s. 
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SECTORAL ALLOCAT10NS th-lDBtt 
FIVE-YEAR DEVELOP!'tENT t'LAN (19 8U-19 84) 

Sectors 
of the 

Economy 
Allocations (L.E. 7.illions) P'3rcentage 
r'uEI~c pr~vate Total of Total 

Ag7.:icul ture and 
food security 

Agriculture and 
land ~eclamation 

.1rriga tion a'1d 
drainage 

Fertilizers. 
food pror:essing, 
and storage 

Housing, utilities, 
and building 
materials industries 

Reconst.~uction 
and new communities 

Transport and 
cOIn..Tt1.unications 

Power 

Industry 

Export sectors 

Oil 
Suez Canal 
Tou:cisrn 

Social services 

Educatio:1 
Heaith 
Other services 

Local governments 

TOTAL 

3,600 

1,000 

1,200 

1,400 

2,680 

900 

3,000 

1,500 

2,000 

1,800 

800 
500 
500 

1,600 

1,000 
300 
300 

1,000 

1.7.380 

Source: Hinistry of Planning. 
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775 

200 

575 

1,750 

300 

::!50 

.'5 ao 

300 

300 

3,575 

-1,375 

1,200 

1,200 

1,975 

4,630 

1,200 

3,250 

1,500 

2,500 

1,100 
.-
800 
500 
800 

1,600 

1,000 
300 
300 

1,000 

20,955 

20.9 

5.4 

14.7 

6.8 

11.3 

9.5 

7.2 

4.5 

100.0 



The Growth of the Private Sector 

Between 1960 and th~ m~d-1970s, Egypt's public sect~r 

dowinated an increasing n'~er of productive enterprises 

until it generated approximately 75 percent of the country's 

gross domestic product. Th~ "open door" policy began to 

neut~alize this process. Private industry, which now 

contributes 30 percent of industrial production, is also 

expected to account for 17.5 percent of total investments 

between 1980-19r4. 

Tcday, although the government remains firmly cnmmitted 

to public enterprise in specific sectors, Egypt continues 

to emphasize private sector investme:nt. The general pattern 

of the economy is now one of "privatization," a gradual but 

inc~easing reliance on t 1ic private sector for goods and 

services previously supplied by government-controlled p11blic 

enterprises. 

In addition to promoting private industry, Lhd 

government is encouraging more public sector companies to 

join the private sector. Some joint ventures between 

public sector companie; and foreign investors have al~eady 

been undertaken, and the sale of public company shares to 

private investors is under consideration. Further, a new 

companies law, Law 159 of 1981, provides a more favorable 

environment for the incorporation of private sector 
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companies. It also per~its Egyptiun public sector 

companies to form joint ',rentures with Egyptian c:::>mpanies 

in the private sector. 
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2. THE EGYPTIAN ECO~lOHY 

A Grr.wing Marketplace 

In less tha~ 30 years, Egypt's national production 

has almost quadrupled. The most dramatic advances have 

Qccurred in the industrial sector, which has achieved a 

growr.h rate of over 12 percent per annum. Gross 

domestic product in 1980, s~pported chiefly by 

"agriculture, se~vices, and industry (including min~ng, 

constructicn, and electricity), amounted to approximately 

L.E. 15.6 billion. The overall growth rate of gross 

domestic output (at ccnstant prices) has been 5 percent 

per annum over the last 25 years. l-tore recently, GDP 

has been growing at the rate of 8 percent per annum. 

Eaypt is committed to achieving even higher growth 

rates in both production and income. The current Five­

Year Development Plan, which provides for total 

investment of L.E. 22 billion ($27 billion) projects an 

average annual growth rate of 10 percent through 1985. 

This ambitious target must be achieved in the context of 

a high pop~lation growth rate. 
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FIVE YEAR DEVELOPMENT PLAN: 
GOP GROWTH TARGETS, 1~79-19S4 

Sectoral 
Average Structure 
Annual Growth ( ;Jcrcent) 

Sect.Jr Rate, :979-198'~ 1979 1984 

Ac:: r icu1ture 3.2 25.4 18.3 

Other services 12.5 17.8 19.7 

Oil and products 12.5 16.5 18.4 

Industry and mining 10.2 14.5 14.5 

Trade and finan=e 10.5 10.6 10.8 

Transport and 
cOT'lUnications 11.1 4.3 4.5 

Const;ruction 14.9 4.1 5.1 

Suez Canal 18.5 3.9 5.7 

Housing and utilities 11.9 1.9 2.0 

Power 10.3 1.0 1.0 

GDP at factor cost 10.2 100.0 100.0 

Source: Ministry of Planning. 
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population 

Egypt's population of over 43 million is concentrated 

on the relatively small ar~a which comprises the ~ile 

Delta and Valley. Pcpulation density in the Valley and 

Delta has reached o"er 1,000 persons per square kilometer, 

the highest in the Middle East. The country's population, 

the largest in the Arab world, is increasing at the rate 

of from 2.5-'3.0 percent per annum. 

Despite th~ importance of agriculture to the economy, 

Zgypt is highly urbanized. Some eight million people live 

in Cairo and almost three million in Al~xandria, the 

country's two principal cities. 

In an effort to inhibit the acceleration of urban 

sprawl and achieve a bet:"er balance in the distribution 

of productive facilities, satellite cities--such as Nasr 

City near Cairo, Tenth of Ramadan City near Ismailia, and 

Sadat City on the desert road to Alexandria--have been 

established in a number of ~re3S. These new urban areas, 

which are desi;ned to provide convenient sites for the 

location of new business ventures, are encouraged by the 

Law of New Urban Communities. Th~s law (Law 59 of 1979) 

provides ten-year tax holidays, customs duty exempt.ions on 

imports, and other benefits to concessionaires, developers, 

contractors, and consultants. Foreign participants also 
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are covered by this law. 

Labor Force 

Egypt has an abundant supply of unskilled labor and 

semiskilled wcrkers who can be rapidly trained. Its 

relatively adv~nc~d literacy rate and well-developed 

system of free higher education--including vocational 

training centers and ur.iversities--have generated a labor 

=orce of 13.8 million, the most skilled and trainable in 

the Mi~dle East. As many as 2.5 million skill~d Egyptiac 

workers are employed in other Arab countries, and th~ 

equivalent 0f L.E. 900 in good~ or transfers that each of 

them remits to Egypt annually constitutes a major 

contribution to the country's balance of payments. 

Foreign demand for skilled labor and the opening of 

the economy to foreign investment h~ve led to rapidly 

increasing wage and salary scales. However, because the 

government subsidizes basic food and housing requirements, 

-the cost of labor in Egypt, even in private sector and 

joint-venture enterprises, is low in comparison to other 

countr~es in the region. 

Sample salary ranges for key j~bs in private sector 

companies are as follows: 
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Sk~PLE SALARY RANGES, 1981 

Job Title S:'llary Range (L.E. ) 

Manager 400-600 

Assistant manager 250-450 

Bi ling'.lal secretary 300-450 

Secretary 100-300 

Accountant 100-300 

Clerk 90-] ~o 

P'lrchasing agent 100-200 

Sales area supervisor 200-350 

Salesman 50 plus commission 
(normal range: 100-300) 

Senior engineer 350-500 

Engineer 150-350 

Technician 100-250 

Worker 60-150 

Source: CTIC, based on field interviews. 

I~ should be noted that, in addition to these base 

salaries, a c~mpany pays social insurance amou~ting to 

20 percent ~f the base salary, all medical fees, bus 

transportation to and from work (or a :ransport allowance 

for senior personnel who use their own cars). No overtime 

is paid and bonuses are given on a ~erit basis only. 
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Consumption and Investmen~ 

Patter.ns of consumption and inve~tme~t are changing 

dramatically in Egypt, and the government is taking 

numerous st~ps to rationalize :es~urce a11o~ation and 

decision-making and to reduce the gaps between production 

=osts and the prices of commodities. 

The country's relatively high rate of domestic 

inflation is attributed by most sources to ~he annual 

30-percent increase in the money supply that is generated 

by government subsidies and related social benefits. 

Because of these subsidies, Egypt is undeniably subject to 

some apparent cost-price distortions. There have been 

strong pressures for price increases, for the gap between 

production or importation costs and government-subsidized 

prices for specific commodities has grown. There ~s great 

public sensitivity to price increases, however, and because 

of this the government has been unable ~o make, in a single 

dramatic move, the adjustments required to allow real 

economic costs to determine prices. Subsidized commodi~ies 

(such as wheat, flour, sugar, rice, oil, tea, and butane 

gas), the products of public sector compa~ies, increased 

minimum wages, and reduced electricity rates for some 

consumers therefore continue to impose a heavy burden.on 

the government. In 1981-1982, this is expected to amount 
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to some L.E. 1.5 billion. 

Egypt is making a concer.ted effort to shift domestic 

resources from consumption to investment. In 1974, gross 

investment was only 16 percent of GNP (at market prices) • 

Between 1978-l9ijO, this percentage rose to 28 percent. 

Annual public sector investment under the current Five­

Year Plan is expected to rise from L.E. 3.2 billion in 

1980 to L.E. ~ billion in 1984, an increase of 61 pe~cent. 

Private sector investment is also expectLd to increase-­

from about L.E. 800 million in 198~ to over L.E. 1 billion 

in 1984. 

The private sector has played a dominant role in 

consumption. In 1979, private sector spending on 

,:onsumption exceeded spe:"'ding on investment by a 10··to-l 

ratio. To encourage investment and the use of local 

content in production, the government recently estc..blished 

higher depo;it requirements for the private sector when 

opening lett~rs of credit covering imports of consumer 

goods. " 

Balance-of-Payments position 

From a $4.1 billion deficit in 1979, Egypt's balance 

of trade deficit (exports millus imports) shrank to 

$3.7 billion in 1980. In view of a l4-percent increase in 

the value of imports, this drop represents a remarkable 

achievement. 

- 15 -



fa::t.or in its 

abil!ty to reduce its trade deficit. In 1930, oil exports 

rose to $2.5 billion. In additicn, although the crade 

balance deficit has been substantial, it was o£fset by 

o $2.7 billion in ~orkers' remittances 

o $730 million from tourism 

o $660 million from Suez Canal tolls 

o $700 million in cotton and textile exports 

In 1980, these co~tributions forced the current account 

~eficit on the balance of payments dO'.·m to $680 million. 

The reduction in Arab aid after the Camp David 

accord in 1978 has been of:set to a degree by substantial 

investment and foreign aid. This ranges beti.,reen $2--2.5 

billion and is contributed ".Jy OECD countri.es, the r'70rld 

Bank, and U.S. AID. U.S. AID, the major contributor, 

co~mitted over $1 billi~n in fiscal 1981. Of this sum, 

$500 ~illion represents grants and $600 million repre-

sents soft loans with an interest rate of 2-3 percent, 

re?ayable over 40 years t ... i th a ten-year grace period. 

In 1930, Egypt's debit service on ~edium and long­

ter::1 debt amounted to ro ~ore than 16 pe=~ent of earnings 

o~ goods and services • At the sar:te ti:ne, t.1-te country's 

greater utilization of official (mainly ccncess~onal) aid 

has contribu~ed to a better-balanced debit maturity 

st=uctu=e. 
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3. BANKING AND FINANCE 

That the banking and finance sector of the Egyptian 

economy has benefited greatly from the passage of Law 43 

is attested to by the fact that over 45 new banks have 

been established since the law was passed in 1974. These 

banks have stimulated competition, improved services, 

and facilitated the financing of many new projects. 

The Central Bank of Egypt 

The Centr~l Bank is ~esponsible for contro:ling the 

country's banking system. It directs monetary credit 

and general banking policies, using the standard cont~ols 

of discount and interest rates, and liquidity and reserve 

ratios. The Central Bank also sets the commission 

structure to be applied on letters of credit, letters of 

guarantP~, loans, and so forth. 

Specialized Banks 

Three specialized banks have been established to 

p~ovide specific financial services to the economy. 

National Investment Bank 

Founded in 1980 with an ~uthorized capital of 

L.E. 3.2 billi(.\n, the Nat.ional Investment Bank was 

established to fund the existing operations c€ public 

~ector companies and to facilitate the financing of 

large-scale projects. 
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Development.Industrial Bank 

The Development Industrial Bank (OIB), founded in 

1976, has paid-in capital of L.E. 15 million. It 

receives its funoing chiefly from the World Bank ~nd U.S. 

A~D, and has committed L.E. 160 million to local 

?rojects. 

National Bank fer Development 

Eotablished in 1980 as a Law 43 joint venture 

bet~een public sector banks and institutions and private 

Egyptian shareholders, the National Bank for Development 

(NBD) has paid-up capital of $50 million. It offers 

standard foreign commercial banking services, makes 

private equity investments backed by a line of credit 

from the Central Bank of Egypt, and serves as agent for 

the National Investment Bank in fin~~cing projects in 

the public sector. NBD also assumes responsibility for 

affiliated national development banks in the 

governorates. 

C~mm~rcial Banks 

State Commercial Banks 

Egypt's banking sector is dominated by four state 

banks: t~e Natior~l Bank of Egypt, the country's 

largest bank; Banque du Caire; Bank of Alexanaria; and 

Bank Misr. Nationalized ~n 19fO-l~6l, these banks have 
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sianificant foreign currency deposits, ~hich, in June 

1980, were estimated in excess of $3.3 billion. 

Traditicn3!ly, these banks have enjoyed a monopoly 

of public ~ector business that has only recently been 

terminated. A significant proportion of their loans 

are made to public sector companies a~d are short te~ 

in nature. 

Joint Ver.ture Banks 

Several international banks--including Chase 

Manhattan Bank, Barclay's Bank, S~ciete Generale, Credit 

Commercial de France, and Banque National de Paris-­

have entered into joint ventures with the four ~tate 

commercial banks. If it wishes to conduct business in 

Egy~tian pounds as well as other cur=encies, a joint 

venture bank must ~ave a majority Egyptian partner, who 

holds 51 percent or more. 

With the advent of joint venture banks, the banking 

system has developed an increased capacity to arrange 

medium-term financing in both local and foreign 

cur=encies. The joint venture banks have generally 

playej a significant role in arranging major syndications 

for projects requiring substantial financing. 

Pri7ate Banks 

Several private banks established since 1974 engaq~ 
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in activities similar to those performed by the joint 

v~nture banks. In most ca~e5, these banks, WhlCh 

include the Nile Bank, AI-Ahram Bank, and the Mohandes 

Bank, are owned exclusively by :gyptian shareholders. 

Foreign.~anks 

In addition to joint venture banks, several interna-

tional banks conduct other operations in Egypt which f~ll 

i~to two major categories~ branches, such as Citibank 

and Credit Suisse, that can deal only in foreign currency, 

and representative officEs, such as those of Chemical 

Bank and Societe Generale. 

Insurance Companies 

The large public sector insuran~e companies, 

A:-Chark, Misr Insurunce, and National Insurance, are 

playing an increasingly important role in financing new 

industriwl projects through equity participation. 

Insurance has been oper.ed to privately owned Egyptian 

companies: reinsurance is open to foreign investors as 

wqll as to private Egyptian capital. Joint ventures in 

tris field are regulated by Law 43 a~ amended by Law 32. 

Th~ 3tock Exchanae 
--~~.~~~~~~ 

Since 1958, the Cairo and Alexandri3 stock exchanges 

have played only a minor role in raising capital for 

general investment. The ~apital M~rket Authority, 
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esta~li3hed in 1979, is leading an effort to reinvigorate 

the trading of securities and is currently working with 

other agencies to make it attractive for companies to 

~egister their shares. 
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4 < FOREIGN EXCHANGE 

Overview 

Egypt has made great efforts to rationalize its 

foreign exchange regulations. In the early 1970s a 

"par~lle: exchange rate" was put into operation alongside 

the "official exchan<:ie rate." In 1979, these two rates 

of exchange converged in the "unified exchange rate." 

The unified exchange r3te applied to all foreiqn currency 

transactions is cOi.trol19d by the Central Bank of E1ypt. 

In July 1981, this rate was set at 0.84 Egyptian pounds 

to the U.S. dollar. 

The "own exchange mC'\rket" (occasionally referred to 

as either the "gray" or "free" exchange market) evolved 

after 1976 as a market i!1 which Egyptians could use 

foreign currencies held in Egypt or abroad to finance 

the pur~hase of goods for importation into Egypt. In 

1980, imports financed by the own exchange market 

accounted for over 20 percent of total imports. 

The differential between the unified exchange rat.e 

and the own exchange market rates can be substantial. 

This is due in part to the gap betwe0n interest rates on 

dullar and pound deposits, which was one of the cause~ for 

the creation, in 1981, of a two-tier offi~ial currency 

valuatio~ system--narr.ely, 70 P.T. per U.s. dollar for 

Central Bank trar.sactions and 84 P.T. for ~ommercial 
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bank transactions. Since :l.1ne 1990, the ;ov~r":-'.;;.l to !las 

taken s~ veral :-:leasure!3 to reduct~ this d~ ife=enti:\l, t:le 

~ost significant of these being the abolition 0: 
Jecree G00, th~s ~ermitting customs duties previously 

r:;a:la!Jle only in foreign curre!1c~' to be paid in Egyptian 

pounds. S~bsequent17, paYMent in p~unjs was also per~itted 

for deposit~ on certain letters of ~reait. 

3y October :981, the own excha~ge market race w~s 

in exceS3 of ry.s. $ = L.S. 0.90. 

~7ai:atili~y of For~ign =xc~an~e 

Foreign exchan~e control is administered by the 

Co~~ittee for Foreign Exchange, a departmenc of the 

t-1inistry of the Economy. T:.e ministry "authorizes" 

various banks to buy and sell foreign exchange at t~e 

u~ified exchange rate. 

Zac~ tra~sactio~ ~~st be approved as bei~1 consistent 

with the ex..::he.n:re ccnt=ol regulations. Each Must also 

ccnfor~ to annual foreign ~xch3nge all~catioHs to 

government and p~lic sector entities that at'e establis~ed 

by the :'1inistry of Econc:7lY. 

Public sector co:npanies and gover!"'.:-:1ent a,,,,thcrities 

:lave oeen the principal beneficia .... ies of t~e :.lnifie::i 

exchange rate. These entities have ~ot been allowe~ to 

deal with the own excha~ge :-:larket. On the ot~er h~nd, 

privat~ manufa':turing and tradi.lg 'ompanies generally c!:> 
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not have access to foreign currency at the unified 

exchange rate. 

As the own exchange market evolved under Law 97 of 

1976, individuals became entitled to retain all foreign 

exchange earnings from transacti~ns other than tcurism 

and t~e export of goods. They were also allowed to 

undertake any foreign exchange transacti.:)ns (includinq 

im ... ard and ~utwarj transfers), Jrovided these \,'ere 

ca~ried out through reqistered banks. 

T~e availahili ty of t!1ese funds has been cri tica(l 

~o the growth of finished goods imports by private 

sectcr traders. These funds have also been essential to 

purchases of raw materials by private rr.anufacturing 

c~mpanies. Egy~t's Law 156 of 1981 (dated October 1981) 

will give certain public sector companies access to the 

own exchange market. 

Local Currency Accc'mts 

Local currency accounts can be maintained only in 

oanks 51 percent or more of which are Egyptian-owned. 

Ordinarj' current and time deposit accounts may be 

opened in t~e name of any individual or company, Egyptian 

or foreign, to cover local expenses. For foreigners, 

s~ch accounts can be funded eithe= throagh the sale of 

goods or services paid for in Egyptian pounds or through 

the conversion of foreign curreacy into Egyptian pounds. 
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For Egyptians, these accounts can be ~reGLY funded from 

any source. 

Foreign C~rrency Accounts 

T~~ various types of foreign currency accounts that 

mav be maintained in bank3 with commercial operations in 

Egypt are outlined briefly below. Because the regulations 

30verning these accounts may ch3nge, it is ess~ntial that 

any individual or company intere5ted in open~ng a foreign 

currency account seek legal counsel and the opinion of an 

expert on foreign exch~r.ge. 

"Free" ACCOU.1 :'s 

As the term implies, "free" accounts in foreign 

cu:-rency permit individuals and companies (except for 

governme~t and public sector entities) of all 

nationalities to hold and utilize funds without restriction. 

Ac~ount holders are f=ee to transfer these funds abroad. 

Usually, free 3ccounts can be funded only by means of 

~ransfers and checks in foreign currency from overseas 

sources or transfers and checks drawn on other free 

accounts held in Egypt. Foreign currency proceeds from 

exports or tourism may not be used to fund free accounts. 

Cash deposits may be made into the accounc if accompanied 

by a custo~s declaration. 
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Law 43 COrpOl.'d te Acco'.ln ts 

The est.:llJlislll:'.ent ana operation of l...a·" ~ 3 ..;.:.in t 

Ver.tura a:ld Free Zone corporate bank accounts is co'\tered 

~y sep3rate legislation. Before the legal establis~~ent 

of a jOint venture or free zo'ne company, an "under fcr:na-

ti.on" account must be opened with an Egyptian bank 

re':Jistered 'IIi th the Central 3ank of Egypt. 'l'his account 

rece~ve5 the entity's sabscribed share capital. Only one 

account is required if the subscribed capital is in foreign 

currency; a second account is required if part of the 

subscribed capital is in Egyptian pounds. Such acc~~nts 

~ear the proposed legal title of the co~pany =ollowed by 

the caption "under formation," and are "blocked aCCOU"ltS. " 

On receipt of the subscribed capital, ~he bank issues 

a certificate to the Inve~cme~t Authority confirminl that 

a subs.:ribed capital payment has been recei·Jed and is being 

held in an "under forr.lation" account. Tr.is certificate is 

required as part of the process of establishing t:1.e co&.',pany. 

Only after the company has been establi;;hed can funds held 

in the "under forrr.ation" ac~ount be released. 

U~on the eScaolisn:[\ent of the company, "capital" 

accounts are set up, in ~oth currencies if required, to 

=ecei7e t~e subscribed cauital as well as anv loans that - . 
are being uGed to finance ~~e invest~ent costs of the 

project. Disb'.lrse:-:le~ts may be .. ,ade from these aCC':lunts 
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to cover the .;osts of. ~lant, b'.lilding, :i.ach~"'..er~', i.l:"'d 

~"o=i<i:; ~ C 3.? i tal req'.lire:ne:. ts . 

IIOperating 3.ccour.ts" are also establis!1cc. i'1 both 

foreigr. md local currerlcy. The forei'jn curre!lcy 

IIc,:;)eratinq accounts" are fundo:d ~y revenues from export 

S3.:;'=3 a:;d foreig!l currency :,::urc!1ased t!lrough t:1e own 

cxcha~ge market. Disbur~ement fl=~ these accounts 

can b~ used t~ pay for r~~ m3teri3.ls and spare ?art~ 

?~r~hased overseas, i~stall~ents of ?rincipal and 

i~~erest d~= on loans, and proiits of the venture 

transferred abroaj as approved by the rnvest~ent Authority. 

:ocal currency lIoperating accounts" are used to 

:ece~ve sales revenues. The wajor ~isbursement3 fro~ 

these accour.ts a~e for ~urcha5es of foreign currency 

thro".lgh the oOlln exch3.n-;e I!lar~('"et, purc!1ases of ll')cally 

s011rced rat ... rna ter ials, and t~e pay!ne::1t of t .. ;a';es. 
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5. AGRICULTURE 

l~griculture contributes about 25 porcent of GOP to the 

Egyptian e"!onomy. Through exports of ra~l cotton and produce, 

it plays a major role in the economy as an earner of 

foreign exchange. It also provides the foundation of 

several major industries, such as textiles and food 

processing. Nevertheless, the agricultural sector of ~e 

3gyptian economy has grown slowly, and it is subject to 

severe pressures from population growth. Once a net 

~xporter of food, Egypt now must import b~tween 40-

45 percent of its food requirements. 

Resources 

Population 

In 19 7 0, the populat.ic:m of Egypt was 45 percent urban 

and 55 percent rural. 'rhlese proportions are now reversed. 

The implications for agriculture of this reversal are 

fairly serious, for despite the increasing population, 

agricul tural labor is noi,: always in abundant supply. 

Land 

Roughl~ 96 percent clf Egypt is desert. Its primary 

land resources are located in the small area along the 

Nile Valley and Delta. Here water for irrigation is 

readily ~vailable, and the soil is fertile. 

However, the very availability of water has led to over-
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irrigation, which, when combined with inadequate drainage, 

has ca~sed waterlogging, salinity, and alkalinity. 

In the ?ast, the government has attempted to increase 

produc~ion through extremely ambitious land reclamation 

projects and government-sponsored resettlement progral~-­

costly approaches that have not been effective. Sixty­

six percent of the over 900,000 acres recl~imed since 1952 

have ei~her reverted to wasteland or proven marginal. 

The emphasis now, therefore, is on achieving higher 

productivity in existing cultivated areas, particularly in 

areas producing wheat, barley, maize, and legumes. Great~r 

efforts also are being made to improve drainage, crop 

rotation, and extension services. 

In addition, the government's role in agriculture is 

baing refocused. Although it remains responsi~le for major 

canals, irrigation, drainage, and th~ ~eclamation of 

unpopulated desert l~,d, it is strongly encouraging the 

private sector and foreign companies, cooper~tives, and 

joint ventures to lease or buy reclaimed land and f~~ther 

develop productinn in populated areas. 

Production 

Government supervision of agriculture has been 

extensive in Egypt. It i:lcludes determining the type and 

timing of crops, and even nominally private enterprise 
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has been subject to price controls, import allocations, 

and production controls. 

International trade in all ~ajor agricultural 

~ommodities also is gcvernrnent-controlled: the Ministry 

of Supply controls all b~sic food imports, and the major 

state trading companies are the exclusive exporters of the 

country's cash crops. 

The sectoral surveys on Egyptian agriculture which are 

being prepared for the Investment Authority provide 

detailed information on current activity and potential 

development in three major areas of Egyptian agriculture. 

These are: 

o The Processing and Distribution of 

Food Crops 

o The Production and Processing of Livestock, 

Poultry, and Fish Proeucts 

o Integrated Agribusiness 

- 31 -



6. INDUSTRY ~D TOURISM 

Egypt's industrial output is increasing very rapidly. 

It now contributes about 15 percent to GOP and is 

considered the key to the country's development. Real 

industrial output has been increasing by over 10 percent 

per annUIn. 

Egypt's rapid industrial growth has accelerated 

demand and stimulated the rest of the economy. Most 

i~austrial expansion has been in import substitutions, 

but this has not improved the country's overall balance­

of-payments position inasmuch as the demand for imports in 

other areas has been stirn~'.lated simuli:aneously. 

The Structure of the Industrial Sector 

Virtually all large industrial factories were 

nationalized in the early 1960s. The public sector 

companies established at that time now report to the 

Ministry of Industry and coordinate their acti'lli ties 

through High Sectorial C~~lnci l!i, each of which has .a 

Technical Secretariat. Investment and expansion decisions 

are made at the ministerial level through the Government 

Organization for Indu~trializ~tion (GOFI). 

PrivQte sector and joint venture enterprises have 

multiplied rapidly since 1974. Today, as shown in the 

following table, the leading industrial sectors of the 
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Egyptian economy are textiles, food processing, metallurgy, 

c~emic~ls, and engineering induscries. 

ESTIMATED INDUSTRIAL OU'TPUT, 1980 
(L.E. millions) 

sector 

Textiles and apparel 

Food processing 

L-letallurgy 

Chemicals, leather, 
and rubber 

Engineering industries 

Wood and paper 

Other 

Mining 

Total 

Value Added 

439.3 

279.7 

277.2 

199.2 

180.1 

101.9 

93.7 

44.9 

1,616.0 

Source: Ministry of Planning. 

Individual surveys on importiant segments of these, 

industries have been prepared for the In7estment Authority. 

They are as follows: 

Food Processing 

o The Processing and Distrib'ltion of Food Crops 

o The Production and Proc~ssing of Livestock, 

Poultry, and Fish Products 
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Chemicals 

o Non-Food Chemical Process Industries 

o Health Care Products and Supplies 

Engineering Industries 

o Non-Electrical Machinery and Equipment 

o Electrical and Electronic Machinery and Equipment 

o Automotive Components 

Textiles 

Historically, textiles have accounted for about 30 

percent of Egypt's total industrial output. The spinning 

and weaving industries have been monopolized by the public 

sector since the early 191;0s. Smaller private sector 

companies play a greater role in the production of 

finished goods and apparel. 

Textile manufacture has attracted foreign investment 

on a large scale. Among the more notable undertakings are 

a major building program at the National Spinning and 

Weaving Company, funded by a $69-million World Bank loan: 

u.S. AID rehabilitation programs: and several joint 

ventures for large integrated mill projects and clothing 

manufacture. 

Minera~s ana Metals 

Among Egypt's mining and metals industries, the most 

important are phcsphates, iron, and steel. Aluminum also 
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is performing well. 

Phosphates 

Phosphates are produced and exported ~rom operations 

in Esna, Upper Egypt. In 1980, an estimated L.E. 3 

mi Ilion in revenues were anticipated fl: .'1m the export of 

phosphates. Consideration is being given to the 

development of sites in Qena and in El Sarnedan (Eastern 

Desert) as well as to a project to develop a billion tons 

ot phosphate ore in the Western Desert. 

Iron and Steel 

Egypt's considerable reserves of iron ore are 

estimated at 136 million tons. Iron and steel (rolled 

stock, billets, sheets, sections, wire, nails, etc.) play 

an important role in the country's industrial development, 

and a major effort is underway to increase, particularly, 

the production of steel. 

The Egyptian Iron and Steel Company (HADISOLB) at 

Helwan runs the cou~try's major steel plant. Over L.E. 

500 million are being invested in this facility in an 

attempt to upgrade the production of pig iron and liquid 

steel and to increase production to its capacity of over 

1.5 million tons. 
, 

A new steel rolling mill with a de.signed c3pacity 

of 750,000 tons is planned for Sadat City, and an 
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integrated steel mill is to be completed at Dikheila, 

nea= Alexandria, in 1984. The latter project, which is 

expected to cost over $500 million, will be owned by the 

Egyptian g~vernrr~nt with participation by a Japanese consor~ium. 

Alu::ri.num 

The cornerstone of Egypt's aluminum industry is the 

Nag Hamreadi complex, wh:ch realized sales of $143 million 

in 1979. This plant, with a designed capacity of 100,000 

tons, is being expanded to produce an additional 66,000 

tons of aluminum alloy. 

Joint ventures in the aluminum industry include the 

Arab Aluminum Company (Egypt, Kuwait, and the United 

States) and a project of Reynolds Aluminum and ICON, 

formerly Arab Contractors Employees Company. 

Petroleum 

Usually treated separately from the various industrial 

sectors, the petroleum sector, which is growing remarkably 

"-fast, has greet potential and is one of the brightest spots 

en Egypt's economic horizon. As noted earlier, the 

retroleum industry has already had a major impact on the 

country's balance-of-payments position. As a result of 

both price and volume increases, export revenues rose from 

$1~8 billion in 1979 to $2.5 billion in 1980. 

Proven recoverable reserves are estimated at about 
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4.3 billion b~rrels. In 1980, under the direction of the 

Egyptian G~neral Petroleum Corporation (EGPC), production 

of cr~de oil reached 30 million tons. ~ore than 80 

percent of this production 'Comes from the .]ul: of Suez. 

Output by 1982 or 1983 is ambitiously projected to grow 

to some 50 million tons--about 350 million barrels, or 

1 million barrels pe:r day. L.E. 800 million have been 

allocated for investment in this sector between 1980-1984. 

Unlike other areas of Egypt's economy, petroleum 

invest~ents are not regulated by Law 43. In this sector. 

foreign investment is governed by individual concession 

agreements conc1~ded between foreign companies and the 

EGPC. 

Between 1973 and 1980, 79 such agreements were made 

(24 of them in 1980 alone), \oJith a total commitment of $1.5 

billion in exploratiun expenditure. These agreements also 

serve as umbrellas for contractors and s~bcontractors, w~o 

are eligible for all formal privileges of the concession, 

including 

o special tax treatment 

o arbitration of disputes 

o duty-free entry of machinery, equip~ent, vehicles, 

supplies, consunables, and movable property 

Egypt's maJor petroleum fields are run by GUPCO, a 

- 38 -



jr;int vent'.lro:! between EGPC 'and AMoco. GUPCO, which clccounts 

f~r about 80 percent of total production, takes some 

475,1)00 barrels per day from the Gulf of Suez and 16,000 

~arrels per day from the Western Desert. 

Among EGPC's joint ventures with other companies are 

the Suez Oil Company (SUCO), which it has formed in a 50-50 

partnerQhip with a consortium led by Deminex, and a joint 

venture in the Western Desert with Philips (WEPCO). 

Foreign in1iestment in petroleum generally takes the 

fo!:'m of a produ~tion-sharing agreement in which the foreign 

ccmpany receives 40 percent of oi: produced as cost 

recovery. After this, productio~ is split 80 perce~t/20 

pe!:'cent between EGPC and the fOl:eign partner. ·rhese 

pe!:'centages have differ:d in certain agreements on the 

basis of case-by-case negotiations. In the case of 

exploratiol.1 and development of the Western Desert, 

addi~ional incentive is offered to foreign participation 

~y changing the ratio to 75 percent/25 percent. 

Egypt also receives significant foreign currency 

earnings--'approximately $70 million in 1978--frorr. the Suez 

:!e.=i terranean (Sumed) Pipeline, wh':!'ch runs from Ain Sukhna 

on the Gulf of Suez to sidi Kreir, west of Alexandria. 

Gas 

To offset the nat~ral decline in oil production and 
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pr~'/ide for t.he in..::::-easing ccns~:r.ption vf fuel required by 

the c~untry'~ ~~onomic development, Egypt is concentrating 

speci~l attention on the production of gas. 

Eqypt's proven gas reserves are estimated at nearly 

5.5 ,,:rillion cubic fee+-o Current gas prod'ilction is 

apprcaching JOO million cubic feet per day. To encourage 

":he use of gas rather than crude oil whenever possible, a 

l;r;e pipeline is now being laid between the Gulf of Suez 

a!1.~ S'Je:! City. Liquid petrol-=um gases fATill be extracted 

fo~ domestic use, and associated gas will be used for 

in~ustrial purposes. Because butane gas is a government­

s'ibsidized commodity, replacing imported butane with 

ccmestically produced LPG is expected to have a highly 

beneficial impac~ on ~~e national budget. 

Tourism 

Tourism i3 one of Egypt's major earners of foreign 

exchange. The country's extraordinary combination of 

histo:::-ical interest, geographical locat:.on, and mild 

c:i~ate have spurred the rapid expansion of this sector, 

whic~ today has an annual growth rate of 25 pe~=ent. 

Until rece!1.tly, Egypt's tourist industry has been 

limited only by the lack of sufficient hotel 

acc~rr~odations. ~otel occupancy rat~s have ra!1.~ed over 

9Q pe:::-cent. However, almosc 3,0~0 new rooms were added in 

- 40 -

http:locat.on


1980, and revenues iumped f,rom L.E. 156 rnilliC'n in 1976 

to L.E. 780 million in 1980, when the country was 

visited by over one million tourists. 

The Ministry of Tourism is responsible for the 

development of this sector. Its principal operating 

agency, the Egyptian Company for Tourism and Hotels 

(EGOTH), owns and o?erates many leading hotels, 

participates as a partn~r in othars, and maintains 

s~~ndards for the entira industry. 

Government investments of L.E. 500 million are 

planned for the tourist industry between 1980-1984. 

Tourism is an attractive area for foreign investment, 

and the government provides many incentives towards this 

end--among them, the "Tourist Law," which provides a five­

year tax holiday for certain hotel and tourist 

establishments designated by the Ministry of Tourism. 
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7. PUBLIC SERVICES 

Housing 

The current r:ive-Year Plan allocates a total of 

nearly L.E. 4~7 billion to the construction and housing 

s~ctor. Of this amount, L.E. 2.9 billior! comes from the 

public sector and L.E. 1.8 billion from the private 

sector. 

Egypt's housing shortage, which amounts to some 1.S 

::1illl.on units, is d!~ute. By the end of 1984, the 

government plans to ~uild 61S,OCO units. In 1980, in its 

L.E. 24S-million appropriation for infrastructure. Cairo 

alone provided for the building of 22,SOO new homes. 

As noted earlier, the government is attempting to 

delay the urbanization of further arable land and divert 

the increasing population from already congested ci~ies by 

establishing new developments elsewhere. M~jor foci of 

the housing progr3m are the Suez Canal area, __ the central 

zones of t~e Western and Eastern deserts, ~he Sinai 

peninsula, and the "satellite" desert cities around Cairo 

and Alexandria. 

To encouraae more foreign investment in housing and 

construction and strengthen moves to mechanize the 

industry, Egypt has liberalized its investment regulations. 

Thus, 1977 allendme!l.ts to Law 43 permit approved projects in 
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additional areas as well as the establishment of joint 

venture companies for construction contracting. Such 

companies require no less than 50 percent Egyptian capital. 

Building materials industries--including cement, 

glass, brick, porcelain, lime, and gypsum--also are being 

given substantial encouragement. Despite the fact that 

cement output, for example, has 'increased (by 23 percent, 

to 3.7 million tons', it still cannot keep up with demand 

(six million tons). To help meet demand, innovative plans 

for a number of new cement plants therefore are now 

underway. 

A notabl~ venture in this area i~ the Suez Cement 

Company, which was ~stablished to build two cement plants 

under Law 43, with major assistance from U.S. AID. New 

facili ties are al!'/o projected for Qattema:'a and Sadat City, 

and investments ,,,f $100 million were pla.,nned in 198!. 

::gyptis also building br:'ck works; gypsum-processing 

facilities; ceramics plants; and other, related facilities 

such as a sheet glass plant i~ Tenth of Ramadan City. This 

Law 43 venture is also to receive funds from u.S. AID under 

its Private Investment Encouragement Fund. 

A detailed survey on construction materials, 

components, and cystems has been prepar~d'for the 

Investment Authority. 
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Transport and Communications 

The transportation and communications sector is to 

receive 15 percent of allocations uIl~er the Five-Year Plan, 

an investment of over L.E. 3.6 billion. 

Roads 

Egypt's road network of about 28,000 kilometeJ:'s covers 

the Delta ~rea and the coastline of the Red Sea~ As it is 

upgraded and extende~, special emphasis will be given to the 

links bebleen the major cities and the new satelli te tC·I/~s. 

A number of highways (between Cairo, Port Said, and 

Ismailia, for example) are planned, and construction has 

started on a number of major tunnels. 

Railroads 

As for railroads, tJtal track, with major links fronl 

Alexandria to Aswan and to the Libyan border and the Suez 

Canal, amounts to about 7,000 kilometers. Railroads carry 

about 50 percent of all freight and 30 percent of all 

passengers in Egypt. However, despite its importance, much 

of Egypt's rail system is in need of rehabilitation and new 

equipment. O~er L.E. 140 million have been allocated for 

this purpose. 

Waterways 

Inland navigation, ancther important fa,cet of Egypt IS 

transportation network, is comprised of the 1;600-kilometer 
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Nile River system and ~nother 1,600 kilorneter~ vf 

n3vigable canals. 

Te lecornmuni ca t :i.ons 

Egypt is making enormous investme~ts in1eveloping 

telecc.~unications systems. A major ~ontract, worth $1.8 

billion, for the jevelopment of the national network has 

been awarded to Siemens West Garmany, Siemens Austria, and 

Thomson CSF (France). The government~ ~f all three 

countries are expected to aid in financing a five-year 

project which calls for the installation of 500,000 new 

telephone lines and the rehabilitation of another 250,000 

existing lines. 

This program is of the utmost importance inasmuch as 

the country's tel~cornmunications system is v~stly 

overburdened. Interruptions in domestic service are not 

infrequent, and although the National Telecommunications 

Organization (ARENTO) can install about 10,000 new linas 

annually, wa~ting lists for telephones number in the 

h~ndreGs of thousands. 

In contrast, Egypt's internatic,al commun~cations 

system, particularly telex, is relatively good. 

Power 

Energy is i~ good supply in Egypt. Two lar.ge 

hydroelectric stations. (Aswan and Aswan High D?~) pr~vide 
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50 percent of installed capacity and about 60 percent of 

the country's 16.:' Dillion KWH power output. By 1geO, 

insta11e0 capacity amounted to 4,600 W~--a ten-:old 

increase over the 400 r~ figur~ of 1952. 

Thermal capacity of 2,250 MW is provided by t~n 

th~rmal plants and five ges turbine plants. The c"l.rrent 

Five-Year Plan places great emphasis on the development of 

tnermal power and projects a doubling of instaJled ttarrnal 

capacity by 1~84. 

A number of new gas t~rbine and thermal plants 3re 

being constructed, and a rural electrification program to 

link 2,000 villages also is underway. It is c~t.i.rnated 

that, by the end of 1981, 900 villages received nRW or 

rehabilitated lines. Equipment also will be installed ~n 

satellite towns and in 34 cities •. u.s. AID and the Wo~ld 

Bank are involved in several of these programs. 

There is a major project als0 to upgrade the Aswan 

station, add a 300 MW generator to the Shubra el Khaima 

thermal station, and add 7,000 kilometers of lines to 

Egypt's power infrastructure. But despite these 

improvements, over the next 20 years power output may have 

to be trebl~d to meet projected dereand. The Egyptian 

government therefore is n~gotiating with the U.S., French, 
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and German governments to construct between eight and 

ten n~clear power plants with a total caracity of 9,600 ~~V. 
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8. EGYPT'S INVESTlI.E!-lT ENVIRONI4E:IT 

7!1e "open Door" Policy 

The passage in 1974 of Law 43 ("Concerning the Invest­

ment of Arab and Foreign Funds and the ~ree Zones") 

heralc~d the ~eginning of a new cr.apter in Egypt's economic 

~istory. 

With t..~e understandin,g that foreign and private invest­

:'lent would have a p't'ofoundly beneficial effect on the 

nation's eccnomy, ~aw 43 was adopted to encourage the 

trclnS fer of Western technology and know-now to joint 

ventures with Egyptian capital. Although t~e law allowed 

in very exceptional cases f0r full foreign ownership, 

its full benefits ori;inally were extended ~o Egyptian 

c~pital (i.e., Egyptian pounds) only when such capital 

was joined with foreign capital. 

Under the amendments introduced by Law 32 (1977), 

projects established e~tirely with Egyptian capital now 

enjoy some Fr.ivileg~s under s~ecific articles. - Subject 

to the approval of the Investment Autho't'ity, Law 43 can 

also apply to certain coopanies established before 1974 

and subsequently expanded through an increase in equity 

shares. 

3enefits under Law 43 

Under certain conditions and \o/ith Inves/.:.:~e:1t Authority 

- 49 -



approval, Law 43 offers a broad array of benefits to 

prosFective investors: 

o specific regulations regarding the 

repatriation of profits 

o repatriati~n of capital five years 

after its importation 

o allowance tc sell shares of a ~enture 

for foreign currency which can ~e 

r~patriated immediately 

o tax holidays for five years, with 

possibilities of extension 

o the right to purchase foreign 

currencies in the own exchange market 

o fr~edorn from local taxes for free 

zones projects (except V.A.T.) 

o freedom from duties on gcods 

tr~sported between free zones and 

foreign co~~tries 

o exemption fro~ government regulatio~s 

on labor participation in management, 

profit-sharrng, and board co~position 

o ex~atriate wage repatriation of up to 

SO ~ercent of gross earnings 

o customs exemptions or deferment for all 

or part of the capi:al assets of a 
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project (by presidential decree, on the 

recommendation of the Authority) 

T!~e General Authority for Investment and Free Zones 

Since Law 43 was passed, outside of the petroleum 

sector, most fcreign investment in ~gypt has been made 

under the provisions of this legislation, which is 

adMinistered by the Investment and Free Zones Authority. 

~'lell over 1,200 cc;rnpanies have been established, and it 

is estimated that, in 1980, approximately $1.1 b~llion 

in pri~,ate foreign investment er.tered the country. 

Although all kinds of foreign investment are en~ouraged, 

priority is given to projects with 
, 

o foreign exchange earnings potential 

(exports, for example, or tourism) 

o foreign exchange savings potential 

(import substitution, f~r example) 

o advanced technology and product 

innovation 

Under Law 43, foreign investors can undertake either "inland" 

projects or "free zones" projects. Although the former 

usually require the participation of Egyptian investors, 

the latter do not. All projects under Law 43 are considered 

private sector projects even though they include public 

sector cq·.li ty. In fact, even if public sector participation 

is close to 100 percent, if any private sector equity is 
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involved, a project is ~onsi~ered private. Beca~se of 

the many advantaqes of Law 43, ~ub11c sector co~pan~~5 

have siqnificant incentives to expand or to develop new 

projects as Law 43 joint ventures with private investors, 

both local and foreign. 

The "New Economic Policy" 

Shortly after the inception of Law 43, i~ ~ecame 

apparent that prospective investors, wr.o freq~ently 

attempted to do business without expert advice, perceived 

a number of difficulties: b~reaucratic delays in obtaining 

final government approval for a project, questions regarding 

~~e interpretation of customs regulations and lengthy 

clearing processes with customs, complicated tax interpre­

tations and prccec.ures, confl.l~ts wit~ public sector 

industries concerning market shares and pricing policies, 

difficulties determining site location, and conflicts over 

the provision ~f infrastructural services to projects. 

To address these proble~s, a number of corrective 

measures ha'!e been taken. First, in June 1977, the People's 

Assembly amended Law 4J with Law 32. This amendment 

expanded the areas 0: activity for joint ventures, added 

new exemptior.s from the Cnmpanies Law, extended some of 

the benef __ ts of ~.:lW 43 to enterprises utilizing Egyptian 

capital exclusively (wh~ther or not in joint ventures) , 
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and esta!.:>lislled a single exchange =a.te (the unified 

~xchanJ~ rate) for inflows and outflows of foreign 

cu::re!lcy. 

Second, by Decree 373 of 1977, the Minister of the 

E":o!loml" who serves as Chair:nan of the !::vestment 

Authority, stipulated that: 

o The Authority must submit its report on the 

application of a ~rospectiv~ foreign investor 

~lithin two months after the cc:npletion of 

the applicati.on. 

o A project would be considered approved by 

any tec~~ically competent agency that 

failed to r~ply one month after ~he 

Authority's request for an opinion. 

The Decree also clarificls the rules concerning transfer of 

profits and foreign currency ac~uunts. 

The Authority itself also has taken a number of steps 

to diapel confusion among i!lvcstors. These include a 

si::1plification of t~e ·,\pproval process so th.at :;;tppli=atilJns 

=an be processed by the Auth')rity in conjul'!':'tion with 

relevant goverr.ment agencies and subm':'tted for approval to 

th.e Authority's board. 

Further, the Authority has set up offices at mary 

of the agencies concerned with documentatic!l (the General 

~otary a~d Cc~~ercial Resistry, for ex~~p:e). 
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Since the institution of these economic refcrms in 

mid-1980, the Egyptian government's :nte~sive 

encour~~ernent of private investment and its reduction of 

bureaucratic and regulatory obstacles co such investment 

h:1s been referred to as Egypt's "New Economic Policy." 

Considering a Joint Venture 

Generally speaking, it is obviously extremely 

imporcant to know in detaj.l the government's role in the 

industry in which investment is being considered. The 

government often provides Egyptian companies (public and 

private) with subsidized inputs to which the Law 43 joi~t­

venture comp3ny may not be entitled. These include 

electricity, fuel, and water as well as principal raw 

reaterials. The government may also directly or indirectly 

influence the prices that can be charged for the company's 

output as well as where or how the product can be marketed. 

It m~y not always be appropriate to organize a joint 

venture under the terms of Law 43. For example, the New 

CompanieJ Law (Law 159 of 1981) and the Law of ~ew 

Ccrnmunities may be more appropriate in certain cases. On 

the other hand, the Law 43 company has many advantages 

~ith regard to taxes, labor regulations, and ot~er matters, 

as noted earlier in this chapter. 

In any event, before deciding to invest in Egy?t, the u.s. 

company should examine carefully t .1e alternatives open to it. 
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A company considerin.g a joint venture in Egypt must 

also be prepare1 to specify in a written proposal t~e 

terms necessary to make the investment attractive. These 

terms may include guarancees with regard to price, quantity, 

and quality of raw materials; availability and prices of 

utilities, l~nd, and infrastructure; mar~eting terms, 

inc1'ldi:.g pt'ices of products and quantities to be purchased 

by government organizations and companies; sales and price 

oolicy in the open market in Egypt; import and export terms 

and constraints. A firm proposal covering these and other 

matters is of particular importance in food industries 

inasmuch as the gO~lernment plays such an important role in 

that sector. 

Aids to Private u.s. Investment 

:n addition to the new economic legislation, u.s. 

invest.nent in Egypt has been faci1it.lted by the Egypt-U.S; 

Business Council and u.s. AID. 

The Egypt-U.S. Dusiness Council was est3b)ished in 1974 

to provide a forum for business and government 1ead€rd to 

discuss and resolve problems of bilateral business coopera­

tion. The Council, which has its u.s. headquarters at the 

Chamber of Commerce in ~':ashington, D.C., has identified 

bureaucratic and other obstacles to u.s. investment in 

Egypt and has encouraged official efforts to remove them. 
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In addition, an off~ce has recently been established in 

Cairo to assist ~.5. firms in project analysis, approval, 

and irnplementation~ 

Among the most recent u.s. AID projects that have been 

desigr.ed to assist prospective foreign investors are~ 

o an Investment Information Ce~t~r to be 

established within the Investment Authority 

that will provide reliable info~mation on 

economic, financial, and legal questions 

to private companies studying or implementing 

new investment projects 

o a Private Investment Encouragement Fund 

that provides concessionary dcllar 

financing for p~ivate sector investment 

projects involving u.s. equipment 

o a Private Sector Feasibility Studies project 

that (a) will helr:- the investment Authority 

to identify investment opportunities for U.S. 

companies in ten sectors of the Egyptian 

economy, and (b) will proviee ~irect 

reimbursement to these companies for part 

of the cost of making initial reconnaissance 

visits to Eg~~t and of dc~ng full-scale 

feasibility studies 
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Examples of Private u.s. Investment 

The following table lists examples of u.s. in.,estment 

projects established in Egypt since 1977. 

EXA~WLES OF U.S. INDCST~IAL 
IN\~STMENT PROJECTS u~DER LAd 43 

Sector 

Agri::ul tUI:e and 
food processing 

Oil and gas field 
services 

Chemicals and 
pharmaceuticals 

Engineering, 
mechanical, and 
metallurgy 

ether manufacturing 

Construct~on and 
contracting 

Other services 

Total 

Number of 
Projecta 

6 

6 

7 

17 

11 

5 

26 

78 
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Selected 
u.S. Companies 

I~ternational Multi t4bds, 
~'larner Lambert 

J. Ray McDermott, McEvoy, 
Texas Instruments, Tri­
State Oil Tools, 
Schlu.nberger 

Colgate Palmolive, Johnson 
t'lax, Squibb, Union Carbide 

Ford, Otis Elevat::r, 
Xerox, Reynolds ~1etals, 
General t-1otors 

Gillette, Warner Lambert 

Brown and Root, RaY::'.ond 
International, Sam P. 
Wallace 

Carrier International, 
Dynavisi~n, I.a.M., 
N.e.R., Parsons Brir.ckerhoff 



9. REGULATION OF FOREIGN 
INVEST~mNT 

Inland Investments under Law 43 

For the most part, projects approved under Law 43 are 

joint ventures in participation with p~!:>lic 0:'" private 

Egyptian capital. Law 43 makes distinctions between 

foreign, Arab, and Egyptian capital, opening some fields 

to joint ventures only by the latter two (commercial 

housing projects, for example). On the ether hand, some 

fields (such as industries with high technology) do not 

require Egyptian capital to enjoy the benefits of the law. 

Solely Egyptian projects in any business sector may enjoy 

limited benefits under Law 43. 

The law contains pro"isions prohibiting nationalization 

and confiscation of projects or seizure of their assets. 

It extends very liberal benefits to projects such as those 

as listed above, and it classifies projects as being in the 

private sector, thus removing them from ~~e ~~gulations 

applicable to puOlic sector companies. 

Egypt is a signatory of the International Convention 

for the Settlement of Investment Dispates, and the right 

to arbitration of commercial disp~tes with the government 

is recognized by law 
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Since 1971, Egypt and the United Stat~s ~ave had an 

investment guarantee agreement that provides for political 

risk insur~nce for U.S. private investment in Zgypt. This 

is administer~d through the Ove~seas Private Investment 

Corporation (OPIC). In addition, a bilateral investment 

treaty is being negotiated between the two co~.tries. 

~epatriation of Capital 

As amended by Law 32 of 1977, Law 43 provides that 

invested capital and profits are to be transferred abroad 

at "the highest rate prevailing ane declared for freely 

convertible foreign currency by the competent Egy?tian 

. Authorities." Invested capital can be repatriated witn the 

approval of the Investment Authority in five equal annual 

installnents five years after it has been imported. 

The application of this rule is flexible, and permits 

variation from the stipulations of five years, annual 

installments, a~d even Investmenc Authority approval. 

Thus, capital can be immediately repatriated-before five 

years have elapsed if 

o there is suf=icient foreign currer.cy in 

the foreign currency account 

o shares are sold for foreig~ curren=y 

o or, in exceptional cases, shares are 

accepted bJ' the In"estment Aut~ority 
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!n the first and second cases, capital is exempted from 

the five-year period before repatriation and from the five 

annual installments requirement. In the third case, only 

the five-year waiting period is waived, and repatriation 

takes ?lace in annual installments. 

Repatriation of Profits 

The Investment Authority is most favorable to projects 

that maximize export earnings. However, even projects 

that do not generate foreign exchange can purchase their 

foreign currency requirements from the "own exchange 

market." (The buyer and seller negotiate the deal. After 

the terms are agreed upon, the execution of the transaction 

nest take place over acco~~ts with an accredited bank.) 

Prior to the enactment of Law 43, foreign currency could 

be obtained only by exporting or through sales in foreigh 

currency to the local market. By enabling projects to 

purchase foreign exchange required for repatriation of 

profits, Law 43 greatly facilitates such repatriation. 

Projects that are not export-oriented but that "limit 

the country's needs for imports" can transfer their net 

profits, in \-ihole or' in part, wi thin the limits approved 

by the ~uthority and subject to currency regulations. Net 

revenue on housing paid in freely con~ertible f6reign 

currency is transferable in full. Different percentages 
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are allowed tor 0 t..~er rentals, dependi.:.g "'por. the type 

of housing project. 

Forms of In-/estment 

Although, under Ldw 4~, the joint venture is usually 

the required f:Jrm of orga::~ization, there are e>:ceptions: 

projects, for examp~e, ~~at a~o established entirely wich 

Egyptian capital and owned by Egyptian nationals, or 

projects e~tablished entirely with foreign capital and 

?wned by foreign nationals. 

In s?ecia~ cases, and only on tha approval of two­

thirds of the Investment Authority board, E~ypt permits 

full foreign ownership of a project. Law 43 provides 

that the "investment of Arab and foreign capital in the 

Arab Republic of Egypt shall be for the purpose of 

realizing objectives of economic and social developcent. 

E.R. Squ1bb's sophisticated p~armaceutical production 

facility is ~n example of this type of venture. 

Joint '!entures may take a number of forms. These 

incl~de j~int ~tock cc~panies, limited liability companies, 

partnerships li1ni ted by shares, and limited or simple 

part~ershi?s. Some additional requirements apF!Y to 

certain ~jpes of projects. For example, banks ca~ engage 

in local currency transa.:tions only if the~' are ~oint 

stock companies with a minim~m of 51 percent Egyptian 
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capital, and joint ventures in construction contracting 

must be joint stock companies with a m~nimurn of 50 percent 

Egy~tian parti~ipation. 

I~vestment in the Free Zones 

~he ~oncept of the free zones capitalizes upon Egypt'3 

.:entral geographical location in the z.tiddle Zast and 

encourages the use of the country as an export platform to 

the s~rounding region as well as to Europe. 

Though physically located in ~gypt (in Cairo, 

Alexandria, Port Said, and Suez), for legal pu~poses the 

free zones are regarded as being outside the country. As 

such, the free zones are used to conduct four categories 

of activities: 

o Storage and warehousing. The most 

popular type of business in the free 

zor.es so far, these establishments 

include facilities for the sto=age 

C:l: goods in transit through E~ypt, 

local goods destined fer ~:<port~ and 

foreign goods arriving in Egypt. 

o ~lixing and repacking. This business 

includes facilities fvr sorting, 

cleanins, mixing, blending, and 

repacking, and for similar operations 
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that adapt goods warehoused in the 

free zones to trade ~~quire~~~ts. 

o Assembly and manuf.3c·turincr for expert. 

These f~ci1ities are ~ngagej in the 

assembly of machinery or equipreent 

with mounting, processing, renewing, 

or similar operations designed to 

capitalize on the location of Egypt 

and the free zones to re-export or 

otherwise service markets outside 

Egypt. 

o Service. These facilities provide 

ancillary operations and services to 

firms located in the free zones. 

Benefits of the Free Zones 

Among the various benefits of doing business in free 

zeroes are the following: 

o Goods entering or leaving fr=e 

zones, and instru~ents, equipmerot, 

machinery, and transportation 

equipment needed by authorized 

establishments are exer:lptec. fr·:>m 

usual customs procedures, taxes, 

and duties. Local goods entering 

free zones are subjecc to export 
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f~~.alities and o~~er taxes unless 

~ermitted tem~orary entry for repair 

or cO~9lenentary operations, in which 

case a customs tax is payable in 

respect of the repair or o~~er 

operatio1l3. Goods withdrawn from the 

free zones f·;:,r local consumption are 

subject to local C1.!stoms ar.d other 

~mport regulations (as though they 

we~e i~ported), with allowance made 

for whatever portion of such goods 

contains local ~aterial. 

o Free zone projects, and dividends 

thereof, are exempt from all Egyptian 

taxes, pa:'ins- o!lly an annual 1uty not 

exceeding 1 percent 0= the 7alue of 

goods entering c'r leaving the zone for 

account of the project (or, if no such 

accivity ~s conducted by tl:e proje=t, 

an annual duty !lot exceeding 3 percent 

of t~e project's ~nnual value acjed). 

o Compensatio.n a!ld ot:-.~r ?ayrnenrs to 

':oreign employees of free zone !?::o~ects 

ar~ exem?t from the g~ner~l tax O!l 

incone. 
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o The q~arantee of Law 43 against 

nationalization of proje~ts and 

against confiscation of assets, and 

so f~rth, except throuifl judicial 

procedure, is extended to free zone 

projects. 

o Free zone transacti~ns, in~luding 

those wi~~ otner coun~ries, a~e 

exempt from Egypti~n exchange control. 
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10 • TJaj(1~TION 

Taxatio~ ~f Corporations ur.der Law 43 

Projects under Law 43 are generally eliqible for tax 

holidays of five years and, in exceptional cases, of 

holidays up t~ 15 }ears. Ccrp~rate taxation is reguldted 

by Article 16, "without l=rE~j1.L'.1i~e to JTlore favorable tax 

exceptions p:oV'ided for in any otheJ: law." Because 

corporate taxes can typically be as high as 40 percent, 

savings under ~aw 43 are significant. 

For five years, projects are exempted frc!n tax on 

conunercial and industrial profits~ Distributed profits 

are exempted from the tax on revenues from Moveable 

capi taJ. and "as the case may be," from tax on coonmercial 

and industrial profits ar.d other taxes. Tt.e la~ ... also 

provides for a five-year exemption for "proceeds of .•• 

:?rofi ts whi=h are reinvested in the enterprise." 

Special reserves that are debitec to the distribution 

account and allocated to consolidate the company's 

financia!. r;:osition profits earnec during the tax holidays 

3re exempt fro~ taxes even if distributed afteL ~~e 

expiration of the hoJ.iday. 

The~~ exempti~ns apply for five years from the first 

fiscal year subse-iuen t to "conunencernent of er.gagemen t in 

activities," or for five years after reinvestment. Projects 
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relati:lg Lo (~) reconstruction, (2) new cities outside the 

:.gricul t...::: oJ.~ .j 1~e.4 or· tl".e ;:>eri:neters of ex~ stina ci ties I 

(3) land r~clamation, and (4) ~rojects of spec1al importance 

':.J the n3.tional economy are eligible for tax hollc.:lY o.f eight, 

~~n, or even 15 years (the last by pre~idential decree). 

E'len a.fter the expiration of tax exemption periods, 

~rofits distributed by a project are exempted from gener~l 

income ~ax up to a maximum of 5 percent of the original 

dr:10unt of the ta~::>ayer'3 3hare in the invested c~pital. 

Also exempted from "all taxes and du~s" is interest ~ue on 

loans in for~ign c~rrency concluded by the project (even 

if in the form of a dep~sit). 

The law also provides for the possib~lity of relief 

\Cxempti.ons and deferments) from customs duties for "all 

capital assets and imported constructiun material and 

compcnents necessary for foundi:1g projacts." However, if 

sach exempted ~ssets are disposed 0= within five years, 

all taxes previously due are pai.~. 

Personal Taxation under Law 43 

Exemptions from ~axation of profits under Article 16 

of Law 4 3 (~ee A9t7::ndix) al'so pertain to those Frofies 

after t~eir distrib~tion--that is, when they constitute 

pers~nal inco~e. Such cxempted profits are net subject 

to the "ge:1eral tax on income," which is the annual. 

tax levied on all personal income. 
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Under Egypt's :~lu~ul tax lJW l~O: Law 43), forei=n 

c:n~loyees 'llori<i:1g in J:gy ~t for less than si:< r:lC~tr.:; in any 

one ye:ar are only subject to a flat t~x rate of 10 ::erce!~t, 

and accommodations provided to SUCh eh~;!.':)!'t~es ar~ tax-free. 

Forei gn e:nployees 0 f pro j E:cts :.mder Law 43 are permi ~ t.s:d 

to remit 50 percent of t:-:.eir gross ear:1ings. ?':-~T,ents 

s~cject to the Employee Earnings 'Tax are exe~pt from 

the ;=neral tax on I=-=rsonal income. For tax p"rposes, 

foreigr~ er.1:c?loyees are not general':'y cor.s idered residents. 

Resid.ents are taxed on iJoth domestic and foraign incomes. 

T!1e Egypt-U. S. Doubl.::'! Taxation Trea~'y. 

On August 24, 1980, E~ypt and the United States signed 

a -:='~n·,~ention on "Av'oic::ince of Double :axation and the 

Preve:1tio:1 of Fiscal Eva3ion with Respect to Taxes on 

Income," which was ratified by the Peot>le' s Assembly of 

Egypt and the U.S. Congress in 1)81. 

Zxcer~ts ~rom the principal Articles o~ the Convention 

covering t~xation of =o=porate and per~onal i:1co~e are 

~reaent~d below. Tha follow~n~ Articles also appe~r i:1 

the Con'Jcntion: 

SO·.lrce of Income (!~rticle 4), Income fro;n ~eal Property 

IArticle 7), Shipping an~ Air Tra~sport (Article 9), Capital 

Gains (Article 14), !:1de~ende:1t and Dependent Personal 

Services (Articles 15 and 16), Govern~ent E~oloyees, 

Teachers, Students and 1rainees (Articles 21; 22, 23), 

!:1vestmcnt c.~£ !:':)l~"ing Companies (~.=ticle 24), a.110r.J ot.l-}ers. 
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Egypt·U.S. Double Taxation 
Treaty: Selected Articles 
Tne Government of the United States of 
Ame'lca and the Government of the 
Arab Republic a' Egypt. desiring to 
ClJnclude a conver*,n for the ..1vold­
ance of double ta>'atlon of income. the 
prevenliOn a' fscal evasion with respect 
to taxes on Income anO the e!imina­
liOn of obstaCles to International trade 
and investment. have dyreed as follows' 

Article 1 (Excerpts] 
Taxes Covered 
(1/ The taxes ~'. hich are the sublect of 
thiS Convention are' 
a In the case of tne United States. the 

Feder~1 income taxes Imposeo oy the 
internal Revenue Code but ~.(cluding 
the accumulated Jarnlngs tax and the 
personal holding company tax. an\.:i 

b.ln the case of E~/Pl: 
1. Tax on Income derivec from Im­

movahle prope~y (Including the 
land tax .. tl1e bUllolng tax. ana the 
ghaHlr tax): 

2. Tax 01'1 Income from movable 
capital: 

3. Tax on commerCial and industrial 
profits. 

4. Tax on wages. salaries. indem­
nllie5. and oenslons: 

S. Tax on profits from liberal proles­
SIOl'1S ana all orner non­
cor;.r1erClal profeSSions. 

6. General income tax; 
7. Defense ta)C: 
6. National SecJflty tax. 
9. War tax and 

10. Supple":1entary taxes Imoosed as 
a percentage of taxes mentioned 
above. 

~rtlcle 2 (Excerpts) 
General Defmitlons 
a. The tefTT' ·Co~tracting State" means 

the United States or EgyPt. as the 
context 'eqUlres. 

b. T~e term -S!a~e" mears any naliOnal 
State ...... hethe r or not one vi t~Ie CO'1-
tractlng States 

c The term ·pers~m" inclujes an indi­
viOLJal a j:artr'1e's 11p a corporati':::1 
an es:ate. or a trust. 
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article '3 (Excerpt.) 
F'scal ResIdence 
Iri tn,s Convention' 
a. The te.:Tl "resldert of EgYPt" means. 

1. an Egyptian Cc'p·:;·::l' on. ar.d 
2. Any other pe'sen (eAeep: a corpo­

ra~ion or aT' enllty treated under 
Egyptian law as a C'JrporaliOn) res· 
Ident In E;;yDt for purposes of 
egyptian telA ... 

Article 5 (Excerpts, 
Pf~'ma(jent Esrac :·shr:1e."t 
1. For the p!Jrpose of ~r.IS Convention. 

the term "pe'manent es:ablish· 
mert" means a fiAec olace of bUSI­
ness throJg .... Nhlch a reSident of 
one of 'he CC1tra·:tlng States en· 
']ages In In;:]ustr.ai or commerCial 
actIVIty. 

2. The term "permanent establish­
ment" inr:flJdes but '5 rot limited to 
a. A sea~ of management; 
b.A branch: 
c An office: 
d.A factory; 
e. A workshop; 
f. A mine. quarry. or other olace of 

extrac~:~n c' naturai resources: 
and 

g. The maintenanCe of a building 
s;~e or co"strwction or instal!atJQn 
p'olec: which eAlsts 101' lr'Jre 
thar- 15 months. 

:3 tl,fotwlthstandmg paragraphs (1) 
:and (2). a permanent establish· 
ment shall not Include a fixed place 
of ouslness used only for one or 
more of the follo ..... lng [a list follows 
of actlvl1le3]. 

Article 8 (Encerpts) 
Bustnes~ Profits 
1. lI'1dustnal or COr.'lmercia; profits of a 

reSident of one of !P"Ie Contracting 
States shall be exempt f.om tax by 
tne other Contracting State unless 
t,.,~ reSident ~as 2 permanent es­
tab:ishment In that ot"'er Contract­
Ing State. If the reslaent has a 
permanent establ,st'V'nent In that 
ct"':er Contracting S:ate. tax may be 
Imposed by that 'Jtrer Contrac:;:,\g 
State on ·"e Inaustr;al.Jr cammer· 



cial prOlliS 0' the resident but only 
on so r.'luch of them as are attri­
butaoie to the permanent es­
tablishment ... 

3 In the determination of the inous­
trial or commercial proTits of a per­
manent establishment, there shall 
be allowed as deductions ex­
penses which are reasonably can· 
nected with such profits, including 
executive and general administra­
tive expenses, whether incurred in 
the Contracting Stale in which the 
permanent estatlishment is 
situated or elsewhere ... 

5. The term "industrial O( commercial 
profits· Includes, but is nat limited 
to, income derived from manufac­
turing. mercantile. banking, insur­
ance, agriClJitural. fishing or mining 
activities. the operatlOr" of ships 01' 
aircraft, the furnishing at services, 
the ren\.':\1 of tangibl~ personal 
(movable) property, and the rental 
or licer-sing of motion picture films 
or films or tapes used for radio or 
television broadcasting. Such term 
does not inClude the performance 
of personal services by an indi­
vidual either as an errployee or in 
an independent capacl:y. 

6. C:or purposes of paragraph (1), 
,ndustlial or ccmm9rCIai profits 
which are attributable to a perma­
nent establishment include income 
from dividends, interest, royalties 
(as defined in paragraph (2) of 
Article 1 3 (Royal~;es). and capital 
gains and income derived from 
property and natura: resources, 
tJut only If such income is effec­
tively connected with the perma­
nent establishment " 

Article 11 (Excerpta' 
DiVIdends 
, . Dividends derived from sources 

within one of the Contracting States 
by a resident of the other Contract­
ing State mal' be taxad by both 
Contracting States ... 

3. Dividends paid by an Egyptian 
Corporation to a resident of the 
United States shall In Egypt be 
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subject (11) to the tax on income 
derived from movable capital, the 
defense tax, national security tax, 
war tax, the supplementary talles 
on the foregoing. and substantially 
similar taxes enacled after the date 
of signature of this Convention 
(which taxes shall be deducted at 
source), provided that such divi­
dends, if distributed out of the tax­
able profits of the same taxable 
year and not out of accumulated 
reserves or assets, shall be al· 
:owed as a deduction from the 
amount Of the company's taxable 
income or profits subject to tax as 
industrial or commercial proilts ... 
The dividends payable to the 
Uiiited States corporation shall not 
be subject tCl any taxes other than 
those [so] described. 
[ihe aoove paragraph] shah not 
apply if such dividends are treated. 
uflder paragraph (6) of Article 8 
(BUSiness Profits), as industrial or 
commercial profits at!ributable to a 
permanent establishment which 
the recipient, a resident of one 
Contracting State, has in the other 
Contracting State. In such case the 
provisions of Article 8 shall apply ... 

6. Diviaends deemed to be paid. ac­
cording to the provisions of Egyptian 
taxation law. out of yearly profits by a 
permanent estaolishment maintained 
in Egypt by a United States corpora­
tion whose activities extend to coun­
tries other than Egypt shall in Egypt 
be treated in the manner provided by 
paragraph (3). 

Article 12 (Excerr;ta, 
Interest 
1.lnteres' derived bv a resident of one of 

the Contractir.g States from sources 
Within the other Contracting State maj 
be taxed by both Contracting States. 

2. Interest derived by a resident of one of 
the Contracting States from sources 
within the other Contracting State 
shall nat be taxed by the other Con­
tracting State at a rate In excess of 15 
percent of the gross amount of such 
Interest. 

3. Notwithstanding paragraphs (1) and 

http:Royal'.es


(2). interest beneficially denved by (a) 
one of the Contracting States. or by an 
irstrl.lrnentalily of that Contracting 
State. not subject to tax by that COn­
tracting State on its Income. or (b) a 
reSident of such Contracting State 
with respect to loar.s made. guaran­
teed. or Insured by that Contracting 
State or an Instrumentality thereof. 
Shall be exempt from tax by other 
Contracting State ... 
[The above paragraphs] shall not 
apply if the Interest IS treated. under 
paragraph (6) of Article 8 (Business 
Profits) as Industrial or commercial 
profits attnbutable to a permanent 
establishment whIch the recIpient. a 
reSident of one Contracting State. has 
in the other Cor.tract:ng State. In such 
a case. the provisions of Article 8 shall 
apply. 

Artlcl. 13 (Excerpts) 
RoyaltIes 
1. Royalties (as defined by the Treaty] 

denved by a reSident of one of the 
Contracting States from sources 
within the other Contractln~ State may 
be taxed by both Contracting States. 
However. royalties shall not be taxed 
by ttie other Contracting State at a 
rate in excess of 15 percent of the 
gross amount of such royalty ... 

~. Paragraph 1. shall not apply If the 
recipient of the royalty. being a resi­
dent of one of the Contracling States. 
has In the other Contracting State a 
permanent establishment and the 
property or nghts giVing nse to the 
royalty is eHectively connected with 
such permanent establi~hment. In 
such a case. the provisions of Article 
8 (BUSiness Profits) shall apply. 

Artlel. 25 (Excerpts) 
Rel'el From Double Taxation 
Double taxation of income shall be 
aVOided in the following manner: 
1. In accordance With the prOVISions 

and subject to the limitations of the 
law d tne Unltp.d States (as it may be 
amended from time to time without 
changing the general principII:! 
hereof). the United States shall allow 
to a citizen or resiaent cf the United 
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Slates as a credit against the United 
States tax the appropnate amount of 
taxes paid or accrued to Egypt and. in 
the case of a United States corpora­
tion owning at least 1 0 oerC~r'\1 o~ the 
vOllng stock of an Eg, pt.an corpora­
tion from which it receives dividends 
In any taxable y~ar, shall allow credit 
for the appropriate amount of taxes 
paid or accrued to Egypt by the 
Egyptian corporation paying such 
dividends with respect to the profits 
out of which such di· .. idends are paid. 
Such appropriate amount shall be 
based upon the amount of tax paid or 
accrued to Egypt. but the c~ealt shall 
not exceed the limitations (for the 
purpose of limiting the credit to the 
United States tax on income from 
sources within Egypt or on income 
frorn sources outSide of the United 
States) prOVided by United States law 
for the taxable year For the purpose 
of applying the United States credit in 
relation to taxes paic or accrued to 
Egypt. the rules set forth in [the Dou­
ble Taxation Treaty] shall be applied to 
determine the source of income. For 
purposes of applying the United 
States credit In relation to taxes paid 
or accrued to Egypt. the taxes re­
ferred to in paragraphs 1. band 2. of 
Article 1 (Taxes Covered) shall be 
considered to be income taxes .. 

Article 31 
Entry Inca Force 
This Convention shall be subject to 
ratificatioi~ In accordance wi!h the can­
stitullOnai procedures of each Contract­
ing State and instruments of ratlflCJ~ on 
shall be exchanged at_WaShington as 
soon as possible It shall enter into force 
30 days after the date of exchange of 
instruments of ratification and shc:.11 then 
have eHect for the first time: 
8. As respects the rate of withholding 

tax. to amolJnts paid on or after the 
first day of the second month follow­
ing the date on whc;h thiS Convention 
enters into force. 

b. As respects other taxes. to taxable 
years beginning on or after January 1 
of the year follOWing 1M date on whicn 
this Convention enters .nto force. 



11. TRADING WITH EGYPT 

The Context of Egypt's Foreign Trade 

Egypt is a party to the GATT agreements vf 1970. 

It also has a preferential trade agreement with the 

European Economic Community that provides for substantial 

tariff reductions on a wide variety of Egyptian exports 

to Europe. 

In addition t Egypt is a membe~ of the Arab Common 

Market. A1 tnough the Camp Da.vid agreements have 

somewhat reduced trade transactions between Egyptian and 

its Arab partners, these transactions traditionally have 

accounted for only 6.5 percent of Egypt's total trade. 

Trade liberalization has changed Egypt's foreign 

trnde picture over the last six years. Western Europe 

and the u.s. are now Egypt's major trading partners, 

buying 70 percent of its exports (versus 24 percent in 

1973) and supplying 75 percent of its imports (versus 

48 percent in 1973). The United States has granted Egypt 

most-favored-nation status. 

The aggressive expansion of the private sector has, 

with the government's encourage~ent, extended tc trade. 

For example: 

o Except for certain strategic (or security) 

commodities such as cotton, yarn, rice, and oil, 
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the private sector can export anythi~q. 

o Except for war materi.el and some two dozerl 

"security" food commodities that would present a 

direct threat to locally produced goods, the 

private sector can i~port anything. 

Nevertheless, the public sector, which accounts for 

some 75 percent of total foreign trade, is the country's 

major foreign trader. 

Imports 

Since 1973, Egypt's imports have grown steadily until, 

in 1980, they reached approximately $7.7 billion. The 

:ollowing table illustrates the value of the country's 

imports between 1974 and 1980. 

VALUE OF EGYPTIAN I~~ORTS, 1974-1980 

Value 
Year ($ mill~ons) 

1974 3,182 

1975 4,304 

1976 4,195 

1977 4,502 

1978 5,272 

1979 6,670 

1980 7,570 

Sources: Central Bank cif Enypt; 
International Monetary Fund. 
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Total 1980 imports by countr.y of origin are as 

follows: 

TOTAL EGYPTIAN I~WORTS BY 
COUNTRY OF ORIGIN, 1980 

Country 

Uni ted S ta tes 

France 

~qest Germany 

United Kingdom 

Italy 

Japan 

Australia 

Spain 

Belgium 

The Netherlands 

Others 

Total 

Percentage 
of Imports 

19.6 

13.7 

10.7 

8.4 

6.9 

6.8 

4.8 

2.6 

2.2 

~.2 

22.1 

100.0 

Sources: Central Bank of Egypt; 
International Monetary Fund. 
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Payments for imports by the public sector are made 

either through sight or short-term letters of credit 

funded with unified market funds or with foreign exchange 

ti,at is generated by public sector expc.:,.:t.s. 

:~yments for imports by the priv~te sector are 

generalJj made through ~e own exchange ~arket or by 

letters of credit, with the fCl.t'eign ex,;~ange p~ovided from 

the: irr.pol:ter' s own reserves. 

T::> control the purchase of imports and to encourage 

the banks to financ~ investment, in June 1980 the 

government passed Decree No. 15. ~his decr~e established 

new rules for private sector imports. Private companies 

can now import into E~~~t only if they first open a letter 

of credit with a registered b~nk and deposit, depending 

upon the categ~ry of import, 25 percent, 40 percent, or 100 

per~ent of its value with the bank. 

The following categories have been established: 

o Category A: a 25-percent deposit on foods and 

medicines 

o ~ategory B: a 40-percent d~posit on raw materi3l, 

semi-finisl~ec. goods, and capital goods 

o Categc~~: a lOO-percent deposi~ on luxury goods 

Since August 1981, deposits under Categories A and !J are 

payable in Egyptian curi~ncy a~ld ('ategory C deposi ts 3.re 
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payable in foreign exchange. Companies est~blished under 

~aw 43 are exempted from this requirement. 

Exports 

Exports have increased dramatically since 1973. In 

1980, they amounted to more than $3.8 billion. The 

following table shows the rising value of Egyptian exports 

between 1974 and 1980. 

VALUE OF EGYPTIAN EXPORTS, 1974-1980 

Value 
Year ($ millions) 

1974 1,672 

1975 1,567 

1976 1,609 

1977 1,993 

1978 1,984 

1979 2,514 

1980 3,850 

Suurces: Central Bank of Egypt~ 
International Monetary Fund. 

The overwhelming majority of Egypt's export revenues 

from commodities are generated by oil, cotton, and 

textiles. The remainder result from exports of machinery 

and smaller items. Total 1980 exports by country of 
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cestination aL~ given in the followi~g tabl~. 

TO,!'.Z\L EGYP'l'IA:'~ EXPORTS BY 
COUN'l'RY OF DES'! INh':t' I ON , 19 ao 

P~rcentage 
Count1-}' 0: Exports 

Italy 30.2 

United Kingdom 15.1 

Greece 10.2 

United States 9.4 

West Germany 4.1 

USSR 3.7 

Others 27.3 

Total 100.0 

Sources: Central Bank of Egypt; 
International Monetary Fund. 

Channels of Distribution 

The channels of distrib~tion in Egypt are composed of, 

or complemented by, agents and distributors, ,.rholesale and 

retail tl.·ade, government procurement systems, foreigl1 

assis~ance programs, and expositions such as the Cairo 

Fair. 

Agents and ~istributors 

Agents can act either for the public or private 
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ssctor. They must be of Egyptian nationality (born of an 

Egyptian father and grandfather) f and have been residing in 

Egypt for at least five years. 

Private sector enterprises can purchase goods either 

1irectly or through agents. Public sector companies can 

purchase goods only through agents, either private or 

public. 

Aqencies must be 100 percent Egyptian-owned, and all 

members of the Bo~rd of Directors m~st be Egyptian, 

Agents must be registered with the Ministry of Foreign 

Trade and their commission revenues ffiUSt be stated. An 

agent can be exclusive or not, represent a company 

~hroughout Egyrt or only on a regional basi~, and represent 

one product or several. A company can have different 

agents =or different products. 

By law, forlner government employees cannot be agents 

to foreign companies for a period of two years after 

leaving government service. 

Wholesale and Retail Trade 

Wholesale and distribution operations tend to be 

carried o~t by vertically integrated merchants vr by 

public sector trading companies. 

In contrast, Egypt's retail trade is dominated by a 

large number of small, privately owned shops and vendors. 
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GovernMent cooperatives with hundreds of outlets also 

combine wholesale and retail acti7ities by buying 

directly from importers, domestic cooperatives, or 

=actories, and reta~ling through their own outlets. In 

addi~ion, the government also operates large, relatively 

mndern departmer.t stores in the major cities. 

uovernrnent Procurement Systems 

Various ministries establish their own priorities 

regariing specific imports and foreign exchange for the 

individual companies within their sector. 

To import goods, a public cc~pany submits its request 

to its sector's foreign trade committ~e, provijing details 

on price, means of payment, delivery date, and technical 

specifications. Approval by the foreign trade committee 

constitutes the necessary authorization for the execution 

of an import transa~tion. If purchases are uf a wider 

magnitude, approval at a higher level may be required. 

The purchasing cc~pany will usually issue a call for 

international tenders. Large tenders are anriouncec daily 

in the Egyptian press. The U.S. E~hassy receives copies 

of these large t~r.ders, which are ~,en published in the 

United States through the Department of Commerce. 

For a fee, u.S. firms can purchase tender conditions 

and specifications from the Egyptian buyer or, in c~rtain 
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cases, from che Egyptian Embassy in Washington. L.Jcal 

~gents representing U.S. companies should be alert to 

tender amendments. Credit terms are usually requested by 

public companies. 

Bids can be telexed to a registered agent and 

pr.esented in a sealed envelope. Bids not submitted 

throuJh a registered Egyptian agent will not be sccepted. 

13id price should be clearlj' spelled out as CIF c,r FOB. 

Bid ber-ds are usually requested and, if the firm does not 

recei ve the award, they are returr. ed. 
-
In settling on a contractor, "auction bidding" is 

frequently used. In this case, the Egyptian purchaser may 

attempt to bargain with the two or three lowest bidders to 

negotiate better prices ~r terms. Once the contract is 

awarded, performance bonds of 5-10 percent of the contract 

value are frequently required. 

Payment is generally accomplished through letters of 

credit. 

Foreign Assistance Prog~ams 

Since 1974, total foreign aid allocations to Eg~t 

from all sources have exceeded $12 billion, of which $7 

billion h~s actually been disbursed. 

The largest contributions have come from O~CD 

countries, which have provided $7 billion in loans and 
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grants. A!'ab countries ha·!e cr')mmittec $3 billion, and the 

Wcrld Bank in excess of $1 billion. The contributions frem 

the Arab countries were officially terminated in 1978 after 

th~ conclusion of the Camp David agreements. They have 

since been replaced to a large extent by increased 

financing from OECD countries. Direct project grants from 

a country are usually tied to a requirement that Egypt 

purchase equipment for the project from the donor country. 

~ational export credit agencies playa significant 

role in financing the general impcrtation of capical goods 

and large civil construction projects in Egy~t. They often 

carry relatively low interest rates of 8-10.5 percent per 

3nnum and have long repayment periods. 

The Cairo Internat~on~l Fair 

The Cairo International Fair, with its many 

presentations on investment projects from a broad variety 

of economic sect~rs, offers an excellent source of 

iniormation on investment in Egypt and a~ important 

opportunity to exchange ideas with other investors and 

trading partners. In 1981, the 14th Cairo Fair was 

participated in by over :,000 companies from 30 cou~tries. 

u.s. Government Assistance 

It should be noted by Egyptian companies dnd even the 

smallest American compan~' interestEd in expanding i·ts 

- 82 -



activities in Egypt that official U.S. assistance to Egypt 

is one of the largest u.s. economic aid programs anywhere 

in the world. 

k~erican econorr.ic assistance to Egypt consists of 

three major progra.ms administered by two agencies: the 

Department of Agriculture (DOA) and the Aqency for 

International Development (AID). 

Since 19 7 8, commitments of U.s. economic aid to Egypt 

have avera;ed over $1 billion per year. The annual budget 

has generally been allocated among three major programs: 

Commodity Import Program 

Project Loans and Grants 

Public Law 480 

Fiscal Year 1981 

$ 250 Million 

500 million 

275 million 
--~~ 

$1,025 million 

A fourth assistance program is military and calls for 

an add1tional $1,500 million annually. 

In addition, U.s. business is supported by two other 

U.S. government institutions: The Export-Import Bank, 

w~ich o::ers guarantees on supplier's credits and will 

consi~er applications for longer-term financing for U.s. 

exports, and the Overseas Private Investment Corporation 

(see below) • 

U.S. business firms interested in participating in 

AID-supported projects should be aware that most marketing 

- 83 -



efforts and decisions are made in Egypt. !n the case of 

technical assistance and capital project loans anc grants, 

th~ AID Mission in Cairo is a key decision-maker as to the 

character and size ,of a project. A contractor, however, 

is usually chosen by the Egyptian organization involved 

ttro~;h competitive bidding procedures monitored by AID. 

Special Components ~f the U.S. Aid Program 

Several co~ponents of the U.s. aid program are 

desi7ned specifically to support private business 

development in Egypt, both Egyptian and u.S. Four of 

these pr~graills are described below. 

(1) The Commodity Imports Program (C!P) f~nances the 

purchase by importers for the public and private 

sectors of a wide variety of American agricultural 

and industrial commodities and machinery. For a 

U.S. company, selling to Egypt under the eIP is 

best initiated by directly marketin: tc the 

Egyptian companies involved. AID serves as an 

advisor in these transactions and ensures that 

Egyptian companies get a fair deal from their 

u.S. counterparts. 

A typical CIP transaction usually proceed~th=ough 

the following procedures: 

(a) Egyptian firm formulates tender for imports 

of goods or service. 
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(b) Tencer is routed tc appropriate Egyptian 

Mi:listry. 

(c) AID/Cairo and AID/Washington review tender, 

its price, technical specification, and 

delivery date to ~ssess eligibility. 

(d) AID/Washington, through the Department of 

C~mmerce, notifies interested u.s. firms. 

(e) u.s. firms submit bids to the Egyptian 

agency. 

(f) Egyptian agency makes the awards to the 

lowest-priced offer. 

(g) AID reviews the award. 

(h) AID authorizes payment by letter of credit 

confirmed by a u.s. ban~ designated by the 

Egyptian government. 
~ 

(i) u.s. supplier posts a performance letter 

of credit. 

(j) Shipment is mt~,de. 

(2) The Private Investment Encouragement (PIE) Fund 

is an Egyptian government orqanization established 

through a'$30-million AID grant. It participate~ 

in medium- and long-term loans ~o enable Egyptian 

private sector enterprises and joint ve~ture 

companies to import capital equipment from the 

united States. PIE Fund financing is very 
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attractive because, although disbursed in 

dollars, funds are repayable in Egy~tian Founds. 

These funds are put together by a local commercial 

or joint-venture bank, to which interested 

Egyptian companies should direct their inquiries. 

(3) The P~ivate Sector Feasibility Studies Project 

has provided funds to the Egyptian Investment 

Authority to promote the participation of o.s. 

::ompanies in investment projects in Egypt. ~'lith 

these funds the Investment A'Jthc!'i ty r~a.s 

established a program of new incentives, including 

partial reimbursement to any o.s. company for the 

cost of doing feasibility studies on investment 

projects, and to small o.s. companies for the cost 

of making an investment reconnaissance visit to 

E'gypt. A brochure entitled "New Incentives for 

o.s. Investment in Egypt" describes this program 

in detail and is available from the Authority's 

New York Investment Bureau and from th= offices of 

the Commercial !-1ission of the Egyptian Embassy in 

~-1ash.ington, D. C. 

(4) The Overseas Privat~Investrr.ent Corporation 

(OPICl, a o.s. government agency, makes available 

insurance a~d financing programs to o.s. ccm~anies 

. interested in consir..erir.g L1vestMent in Egypt. 
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As of June 30, 1981, OPIC had issued, for Drojects 

in Egypt, $130 million in political risk coverage 

against expropriation; inconverticility of 

currency; and war, revo~ution, and insurrection. 

OPle also off~rs direct loans, loan guarantees, and 

assistance for feasibility studies. 

For~ign Trade Regulations 

As part clf the government's efforts to facilitate 

trading and investment, Eqyptrs foreign trarle regulations 

have been undergoing a process of streamlining and 

simplification. 

Import duties and other customs duties and taxes are 

collected on the basis of elF value of imported goods. 

Eight types of taxes and duties are applicable to imported 

goods: 

(1) Statistical Duty or Tax. Applies to all imported 

goods except wheat and represents 1 percent of elF 

value of imported goods. 

(2) Subsidy 'rax. I\i>plies to Most imported goods and 

represents 10 percer~t c: the elF value of imported 

goods. eert~in articles have been exempted from 

the subsidy tax: =or example, periodicals, books, 

newspapers, films, glue, angles and sections of 

iron or steel, cigarette paper, silver, gold, 

coffee, public service passenger vehicles with 
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eight or ~cre seat3 and metor vehicles for 

transport of goods or materials, animal feed, 

industrial and agricultural machinery and 

equipment, sug~rl and milk. Reduced rates of 

2-5 percent have been applied to some food 

articles, specific machinery, certain chemicals, 

pulp for paper manufacture, and some metals, 

among others. These lists change frequently 

and should ~e check~d on a regular basis. 

(3) Marine Duty. Except for goods exempted from 

import duty, all goods imported or exported 

through any marine port will pay a duty of 

a.5 percent of CIF value. 

(4) Porterage ~r Handling Duty. Collected according 

to kind of goods. 

(5) Additional Excise and Consumption Duty. 

Applicable to alcoholic beverages only. 

(6) Municipality ~ax. Represents 3 percent of the sum 

of the subsidy tax, the statistical tax, and the 

import tariff. 

(7) Import Tariff. Collected on the basis of 

published individual tariffs applicable to each 

type of goods inported, for example, ?acking 

and wrapping pap~r, 30 percent; pianos, 25 
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percent: electric rail locomotives, 2 percent: 

light reflectors, 300 percent: and so on. The 

schedule of rates was revised in May, 1980. 

(8) Excise and Consumption Duty. Applicable to some 

40 articles, such as carpets, matches, 

refrigerators, tel~vision sets, washing ma~hines, 

vacuum cleaners, and so on. 

licensing, Patents, and T~ademarks 

Licensi!!9: 

The government encourages foreign companies to license 

their technology and know-how in Egypt. Exclusive or non­

exclusive licenses by foreign companies to Egyptian 

companies have increased greatly since the introductioT'. of 

Law 43. 

International licensors to Egyptian companies cove~ 

a variety of sectors--for example, automotive, tires, 

blades, consumer goods, cosmetics, soft drinks, mineral 

water, batteries, shoes, paints, cables, chernica~s, animal 

feed products, elevators, health care products, and 

pharmaceuticals. 

Before Law 43 was in~roduced, almost all licensing 

agreements were made through the public ~ector. Today 

licensing is also done through the Egyptian private sector. 

Under Law 43, a license may be considered as a contribution 
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in kind to the project's capital; royalties in S l lCh 

cases are forgone. More commonly, foreign partners to 

the venture provide the license in consideraticn for a 

royalt~'. If the licensee is a Law 43 company, the 

repatria~:~n of royalti~s is facilitated. However, all 

royalties are subject to a withholding tax in Egypt. 

Li~ensing fees are not legislated and are open for 

negotiations between the partners. Usually depending upon 

the size, type, and nature of technology of the project 

involved, the range is frequently from 1-5 percent of 

sales. The fee may also be a lump sum. Licensing fees 
, 

do not normally include management or technical assistance 

fees, which are co~only based on profits. 

It i~ worth noting that wnen licensing involves 

a joint venture, the foreign partner cannot require the 

Egyptian partner to buy ~aw materials from him. 

Patents 

A foreign individual or corporation seeklnq a patent 

in Egypt should submit application for~s accompanied by a 

description; drawings, and supportive documents (all in 

A~abic) or. the product/service to be patented. It takes 

an average of one year for approval to be granted or 

denied~ Publication of approval in the Journal of Pate~ts 

gives a patent official StAtuS. 
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Patents can last up to 15 years. In certain cases, 

they may be renewed for an additional five years. Fees 

related to patent registration are relatively low (in most 

cases under $100). 

Trademarks 

The government protects trademarks that have be~n 

submitted and filed with the Trademark Off~ce. The process 

is similar to that followed for patents. Egyptian law 

enables the owner of a violated trademark to enforce his 

rights and inflicts severe ~enaltiew on violators. 

- 91 -



12. PRACTICAL SUGGESTIONS 

Sour~es of !nforrnati~n 

For u. S. investors, information on prospective joint­

ventur.e partners is available from a number o~ sources, 

includin;: 

o Eqypt's General Authority fc~ Investment 

and ='ree Zcnes 

o Egyptian Investment Bureau, New York 

o Offices of the Egyptian Commercial 

Mission in Washington, D.C., and in 

major cities around the world 

o Commercial Offic~, u.s. Embassy, Cairo 

o u.S. Department of Commerce 

o Federation of E9i~tian Industries 

o Egyptian-American Chamber of Commerce 

o Egypt-U.S. Business Council 

o Special Trade Represe~tative, Office 

of the President of th~ United States 

Additional data on sources of information are listed 

in ~he appendixes. 

Investors seeking joint-venture partners should keep 

in mind that whether the Egyptian partner in a joint 

venture is in the public or private sector, the venture 

itself wiil be treated as a private enterprise. The 

choice of partner can therefore be based on actual quali­

fications rather than on formal criteria. 
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Geography and Climate 

Egypt, bounded by the Mediter~anean and ~ed Seas, Libya, 

the Sudan, and Israel, covers a total area of one million 

square kilorr.eters, of which 680,000 square kilometers 

ar'9 accounted fo".: by the ~vestern and Easte.cn Deserts. 

H~storically and geographically, the country has 

been divided into Lower Egypt (the northern area of the 

Nile Delta) and Upper Egypt (the southern area along the 

Nile Valley). The Delta covers about 26,000 squar~ 

kilometers and the Nile Valley about 12,000 square 

kilometers. 

North of Cairo, the Nile forks into two div~sions, 

the Rosetta and the Damietta Rivers. Between the High 

Dam at Aswan and Cairo, thE Nile Valley sp=eads over areas 

from betwE;.;n two to 16 kiloIris':ers ~lide. From r..he air, 

this land appears as a na1."row green ribbon in the midst 

of a vast expanse of brown, parched land. 

Egypt's climate is hot and dry. High precipitation 

areas, such as Alexandria, may receive some seven inches 

per year of rair.fall. Aswan in the south, on the other 

hand, has an annual ava~age of only 0.08 inches. Because 

of the warm temperatt~es ~n wint'9r and the hot s~er 

(rea~hinq SOOC in some areas), year-round cultivation of 

crops is possible. 
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Practical Information for the Foreign Business Visitor 

Language 

Arabic is the official langua~e of Egypt. Although 

Engl~sh is widely used ~n international business corre-

spondence, and French also is co~"on, many official 

documents must be filed in Arabic. 

Currency 

The Egyptian pound (L.E. 1.00 = ~.s. $1.23 at the 

unified exchange rate) consists of 100 piastres. 

A visitor holding a foreign passport is ~ot required 

to exchange a minimum amount of foreign currency on entering 

=:gypt. However, if he extends his visit, he must transfer 

the equivalent of L.E. 120 for each month of extension. 

Upon leaving the country, he may convert Egypti::1.n pounds 

in~o foreign currency only up to the amount for which he 

has receiptr from an authorized bank showing his purchase 

of Egyptian pounds at the unified rate. 

Entry and Exit Requirements 

A valid passport and tourist or business visa issued 

by an Egyptian embassy or consulate is required for entry 

into the country. Visas are also issued at international 

ports of entry. Depending upon the entrant's poine oZ 

origin, vaccil'lation certific.ates for smallpox and/or 

cholera may be required. An airport tax of L.E. 4.00 is 

charged on leaving Egypt by airplane. 
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Inte~national Travel Connections 

Cairo Airport, Egypt's only internation~l airport, is 

se~~ed by Egyptair, by European and regional carriers. and 

by ~vA from the United States. Conne=tions to other 

destinations wi thin Egypt are provid-=d by Eg~'ptair and the 

national railroad. Taxi service within Cairo and other 

urban centers is widely available, mainly ~t negotiated 

rates. In addition, Misr To~rs provides fixed-price re~tal 

limousine services ~t major airports and hotels. Car 

rentals with vr without drivers are also available through 

Avis, Hertz, Europcar, and other companies. 

Hotels and Restaurants 

International four- and five-star hotel accommodations 

are increasingly a~ailable in the Cairo area and in 

Aldxandri~. The five-star h~tels in Cairo include the 

Hilton, two Sherat~ns, Meridier..} El Salam, Holiday Inn, 

~ena House, Hyatt Prince, and Shepheards. 

Room rates are controlled by the government and range 

from about L.E. 20-45 per night. All four- and five-star 

hotels have telex and ir,ternational telephone facilities. 

Prices for meals at Eur~?ean~style restaurants range from 

very reasonable to very expensive. 

Clothing 

From Apr:'l thro'lgh October, tropi·:al cloth;.ng is 

recommended in Cairo and the Delta. Winter Hve.nings 

- 96 -



can be distinctly chilly .~nd, even during the da.i~, the 

c:enara: lacl~ (\f central heating :nakes woolen clot:'linc:r 

ap~ropriate. 

Business ]ours and Holidays 

~orI'lal business hours in Egypt are Saturday t:'lrough 

Thursday, 8 A.M. to 2:00 p~s Commercial establishments 

usually reopen in the evening from 4-8 P.M. Friday is the 

le~al weekly holiday. 

All Islamic religious holidays are also observed in 

Egypt, as are certain political holidays. Because ~~e 

Islamic ca:endar is based on tile lunar calendar, it is no~ 

possible to predict in advance corresponding dates on the 

;'1-9S tern calendar. For 1982, the estimated holiday dates 

are as follows: 

0 January 6 

0 l-iarch 8 

':) April 15 

0 June 18 

0 July 23 

0 July 19-22 

0 September 1 

0 Octol::.er 6 

0 Sept. 27-30 

0 Octl')ber 24 

0 October 17 

El ;:-1a~;led El Nabawy 

Syrian Revolution Day 

Sham El ~essim 

Evacuation Day 

rtevolution Day 

Eid-El-Fetr (Ramadan 3aira~) 

Libyan National Day 

Army-·Forces Day 

Eid-El-Ad~a (Co~rban Baira:n) 

Suez City Day 

~oslem ~Jew Year 
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Infcrmation for Foreign Residents 

Entry Requirements 

E';yptian companies or foreign companies with offices 

in Egypt must obtain official work permits to employ 

expatriates. Once work p~r.mits are in hand, residence 

visas may be obtained. 

Cffice Space and Housing 

In Cairo and Alexandria, the ~arket for modern real 

estate has been tight for a number of years. New office 

space in desirable central locations may cost up to $15 

per square meter per month, not including key money. 

One-to-four bedroom apartments or villas in quiet 

residential neighborhoods or suburbs like Maadi can be 

rented on either a long- or short-term basis. Substantial 

prepayment and some key money are usually required. 

Although office and residential units are usually classified 

as "furnished," additional furniture a~d ~ppliances are 

often necessary. 

Schools 

Severa: primary and secondary schools in the Cairo 

and Alexana~ia areas offer American-accredited curricula. 

In addition, excellent British, French, and Germa~ schools 

are available. 

The American Universit~· of Cairo offers highly 

respected undergraduate aad graduate curricula in English. 
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Medical Facilities 

Thanks to its nine state medic3l schools, Egypt's 

health care system i~ the most highly developed in the 

Middle East. The system includes 80,000 beds in a number 

of conveniently located hospitals. 

Recreatic~al Activities 

Egyptians take a great interest in many sports, 

particularly soccer. In addition, most middle class 

residents belong to sporting clubs, which provide pl~ying 

fields; swimming pools; =acilities for riding, racquet 

sports, golf, and other activities. ~~mbership is open 

to foreign residents. 

Cairo and Alexandria beast many movie houses, inter­

national cultural events, and two channels of color 

~elevision broadcas~s with selected progr~ms in English 

and French. 
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Appenciix 1 

L~W NO. 43 OF 1974 
CONCERNING THE lNVESTMENT OF ARAB AND FOREIGN FUNDS 
AND Tr~E FREE ZONES AS AMENDED BY LAW NO. 32 OF 1977 

(Selected Articles) 

Chapter One: 
In" •• tment of Arab and Forelln 
Capital 
Art. tl The term ·project· in the applica­
tion of the provisions of this Law shall 
mean any activ~y included within any of 
the spheres therein specified and ap­
proved by the Board of Directors of the 
General Authority for Investment and 
Free Zones. 

Art. 2: The term Ninvested capital- in the 
application of the provisions of 1his Law 
shall be deemed to mean the foliowing: 
i-Freely convertible foreign currency 

dulY transferred to the Arab Republic 
of Egypt through a bank registered at 
the Centra, Bank of Egypt for utiliza­
tion in the execution or expansion of a 
project; 

ii-Machinery, equipment, tr~'1sporta­
tion equipment, raw materials and 
comm01ity requirements imported 
from abroad necessary for the estab­
lishment or expansion of the project, 
provided that such are compatible 
with modern technolo~ical develop­
ments and have not been previously 
used, unless ~he Authority's Board of 
Directors grants exemption from such 
condition; 

iii-Intangible assets, such as patents 
and trade marks registered with 
member states of the International 
Convention for the Protection of In­
dustrial Property. or in accordance 
with the rules of international registra­
tion confalned in the international 
conventions concluded in this re­
spect and held by residents abroad 
and pertaining to the projects: 

iv-Freely convertible foreign currency 
spent by the investor on preliminary 
studies, research, and incorporation 
and paid within the limits approved by 
the Authority's Board of Directors: 
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v-Profits realized by the project if 
utilized in iocreasing its caprtal or if 
invested ir. a'-,other project. condi­
IIOnai on the approval of the Authori­
tv's Board of Directors in both cases; 

vi'-:Freelv convertiblE? foreign currency 
transferred to the Arab Republic of 
Egypt through a banI< registered at 
the Central Bank of Egypt and utilized 
to subscribe to shares of stor.k in 
Egyp!ian companies or to purchase 
same from the stock exchange in the 
Arao Republic of Egypt In accord­
ance with the rules adlJpted by the 
Authority's Board of Directors; and 

vii-Freely convertible foreign currency 
transferred to the Arab Republ;t; of 
Egypt through a bank registered at 
the Central Banltof Egypt and utilized 
in purchasing land, whether vacant or 
not. for the construcltOn of buildings 
thereon pursuant to the provisions of 
thiS Law, even if purchased betore ob­
taining the Board of Director's ap­
proval so long as the act of pur::hase 
was effected according to the prevail­
ing Laws ana en a date subsequent to 
the entering into force of Law 65 of 
1971. 

The valuation of the invested capI­
tal referred to in items 2,3 and 4 shall 
be subject to the approvai of the 
AuthOrttlj's Board of Directors and 
shall be made In accordance with the 
rules and proceaures which shall be 
specified in the exe:utive regulations. 

Article 2-bls: Invested capital shall 
be transferred to, and exported from, 
the Arab Republic of Egypt. and profits 
generated therefrom snail be trans­
ferred in foreign currency abroad in ac­
cordance with the provisions of this Law, 
at the highest rate prevailing and de­
clared for freely convertible foreign 
. currenc;' by the competent Egyptian 
autl'ioritles. 

The ,Jrovisions of the preceding par­
agrap'; J/jal! applv to invested cap,':al 
reQlJlred to ,ourchase I~nd and prooerty 
t~a: represent an integral part of Ihe 
capital assets of projects approved by 
the General Authoflty :or I"vestment 
and Free Zones. 
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Art. :a: The investment of Arab and . 
foreign capital in the Arab Republic of 
Egypt shall be for the purpcse of realiZ­
ing objecltves of economic and social 
development within the framework of 
tr,e State's general policy and national 
plan provided that the investment is 
made in projects in need of international 
expertise in the spheres of modem de­
velopment or in projects re.:;uiring 
foreign capital. The projects, contained 
in the lists to be prepared by the Author­
ity and approved by the Council of 
Ministers, shall be in the following fields: 
i-Industrialization, mining. ene~gy. 

tourism, transportatton, and other 
fields; 

ii-Animal production, water resource~, 
and the reclamation and cultivation of 
barren and desert lana. 

The reclamation and cultivation of 
barren and desert land shall be undel 
long-term tenancy not exceeding 50 
years. On the recommendation of 
the AuthOrity and by arproval of the 
Council of Ministers. this period of 
tenancy may be extended for one or 
more periods not to exceed an 
additional 50 years. 

iii-Projects for houSing and for urb~n 
development. by which IS meant In­
vestment In the subdivision of land 
into parcels and the :onstructlct' of 
new buildings together with the provi­
sion of public: utilities connected 
thereWith; 

The purchase of a building already 
in existence or of vacant land is not 
deemed to t.e a "proje:t" "I the con­
text of the provi:sions of thiS Law un­
less intended fc,r constructlO~ or for 
rebuilding and '10t for the purpose of 
resale in order to benefit from an In­
crease in markel value, without preju­
dice however to the regula!lons gov­
erning the dispcsal and repatnatlon of 
invested capital contained in thiS Law . 
The building 3hall be completed 
wi~hin the period specified by the Au­
thority's Board of Directors. with no 
obligation on the part of the State to 
condemn reai property for such 
prOject; 

iv-Investment compar.!~s '.yhich aim at 
utilizing funds in tf":e fie ids er.'Jm3r­
aled In thiS Law; 



v-Investment banks I'·-;d merctwnt 
banks and reinsurance companies 
whose activities shali be confined to 
transactions effected in freely conver­
tible foreign currencies. The afore· 
mentioned banks and comcanies are 
entitled to diiectly undertake financ­
ing and inv'3stment operations, 
w"ether they are in projects in the free 
zones or for local, joint or foreign 
projects established within the Arab 
Reoublic of EQYPt. They may also 
finance Egyptian foreign trade 
transaction; 

vi-Banks engaging in local currency 
transactions, so long as they are in the 
form of joint ventures in which local 
Egyptian capital conntitutes at least 
51% of the total; 

vii-Construction activities in regions 
outside the agricultural area and the 
perimeters of existing cities; 

vii-Construction contracting activities 
undertaken by JOint Stock Com­
panies in which there is a minim!Jm 
Egyptian capital participation of 50%; 
and 

ix-Technical consulting activities in the 
form of joint stock companies in 
partnership with forei~n internationRI 
consulting firms provided that they 
are related to any project withm the 
fields of activity mentioned herein and 
that their activities are approved as an 
integral part of the project by the 
Authority's Board of Directors on a 
case-by-case basis. 
Each operation shall have a special 
account in conformity with the system 
defined by the Minister of Economy 
and Economic Cooperation and ap­
proved by the Board of Directors 01 
the Authority. 

Special priority shall be given to 
those projects which are designed to 
;enerate exports, encourage tour­
ism, or reduce the need to import 
basic commodities as well as projects 
which require advanced technical 
e,.;pertise or which make use of pa­
tents or trade-marks of worldwide 
reputation. 

Art. I: Jrresper-tive of the nationality or 
domicile of their owners, projects in the 
Arab Republic of Egypt approved under 
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the provisions of this Law shall enjoy the 
~uarantees and privileges set fonh in 
thiS Law. 

Subject to the Authority's approval 
according to its rules and regulations, 
projects established in any of the fields 
set forth in Article 3 entirely with Egyp­
tian capital and owned by Egyptian na­
tionals shall enjoy the prtvileges and 
exemptions set forth in Articles 9,14, 15, 
16,17 and 18. 

Subject to the Authority's approval, 
such exemptions shall apply to joint 
stock companies existing at the tima of 
the enactment of this law to the extent of 
new expansion in fields approved under 
the Law through an mcrease in capital 
by cash subscription. 

Art. 71 Projects may not be nationfl.lized 
or confiscated. 

The assets of such projects cannot 
be seized, blocked, confiscated or 
sequestrated except by judicial proce­
dures. 

Art. 8: Companies en/'oYing the pro­
visions of this Law sha I be deemed :J 
belong to the private sectc~ of the 
economy, irrespective of the legal na­
ture of the indigenous capital participat­
ing therein. 

Legislation, regulations, and s,illtutes 
applicable to the public sector of the 
economy and its employees shall not 
apply to said companies. 

Art. to: Projects enjoying the pro­
visions of this Law sha;! not be subject to 
Law No, 73 of 1973 in connection with 
the conditions and procedures for elect­
ing labor representatives to the boards 
of directors of public sector organiza­
tions, joint stock companies. a~d private 
associations and establishments 

The statutes of the company sha!1 
.provide for a method of labor participa­
tion in the management of the project. 

Art. 131 Without prejudice to the pro­
visions of item (vi) of Article 3. the banks 
benefiting from the provisions of this law 
shall be excepted from the requirement 
that Egyptians should own all c' its 
shares contained in paragraph (a) of 
Article 21 of the Law on BarN and 



Credit issued by law No 163 of 1957. 
Said banks s~aP al<:;" be excepted from 
the provisions of paragraph (c) of the 
same article. 

Likewise, investment and merchant 
banks and reinsurance companies. re­
ferred to in item (v) of Article 3, hereof. 
shail be exempted from the provisions 
of the laws, regulations, and resolutions 
regulating control of exchange trans­
actions. 

Art. 14: By way of exception from the 
provisions of Law No. 97 of 1976 regulat­
ing transactions in foreign currency. 
projects shall have the right to maintain 
a foreign currency account or accounts 
with banks registered at the Central 
Bank of Egypt In the Arab RepubliC of 
Egypt. On the credit side of such ac­
count or accounts shall be entered tile 
balance of the capital paid In foreign 
currencies, loans and any other funds of 
the project so leng as they shall be in 
freely convertible foreign currencies. 
funds purchased by thE! project from 
local banks at the highest I ate prevailing 
and declared for foreign currency, the 
proceeds of the visible and inVISible ex­
ports of the enterprise and the proceeds 
of safes to the local markets m foreign 
currency, 

The project shall have the right. with­
out special permit or authOrization. to 
utilize the said account In transferring 
the amounts authorized under the pro­
-jlSlons of this Law for payments for im­
oorts of commodities and Investment 
goods necessary for the operation of the 
project, for meeting inVisible expenses 
in connection With such Imports, for the 
PJyment of interest and principal on 
foreign currency loans, tor settling any 
other expenses necessary for the proj­
ec~. and fOf purChases of local currency 
at tne highest rate prevailing and de­
Clared for freely convertible foreign cur­
rer.:;y The project shall undertake to 
SUbMI! to the Authority'. at the end of 
each fiscal year a statement indicating 
the mOVe'Tlent in such ac.count. together 
with such OOCume;tts and details as the 
Aut~orl!y may request to ascertain that 
its utilization has been in compliarlce 
.wlth the purposes set forth in this Law. 
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Such statement shall be certified by a 
certified public accountant. 

Art. 15: By way of exception from the 
provisions of the laws. regulations and 
resolutions governing imports, enter­
prises enjoYing the prow:ions of this 
Law shall be allowed to import. on 
condition of inspection but without a 
license. whether by themselves or 
through a third party the production 
facilities, materials, maChinery. equip­
ment. spare parts. and transportation 
equipment required for the Installation 
and operation of the p~oject. that are 
compatible wi~~ the nature of their activi­
ties. Such operations shall be excepted 
from the procedure requiring submis­
sion to a committee for the purpose of 
selecting the best tender, but there shall 
be no obligation on the lJart of the Gov­
·ernment to provide the foreign currency 
necessary for such importing opera­
tions beyond the bank accounts men­
tioned In the preceding Article. Projects 
shall be authorizeo to e)(port their prod­
ucts whether by themselves or through 
an intermediary without a license and 
without such projects having to be regis­
tered in the Registry of exporters. 

Art. 11:' Without prejudice to more: 
favourable tax exemptIOns provided for 
in any other law, projects shall Oe 
exempted from the tax on commercial 
and industrial profits and the taxes ap­
pendent thereto; likeWise. the profits 
distributed shall be exempted from the 
tax on the revenues from moveable cap­
ital and the taxes appendent thereto, 
and. as the case may be, from the tax on 
commercial and industrial proftts and 
the taxes appendent thereto, as well as 
from the general tax on income, relative 
to the taxable proportion of such profits 
as set forth in this provision, such 
exemption to be for a period of five years 
from the first fiscal year following com­
mencement of production or engage­
ment in actlvilles. as the caSE) may be. 
Such exemptions shall apply for the 
same period to the proceeds of the pro­
fits which are reinvested In the enter­
prise and for special reserves tia' are 
debited to the dlstrtbutlon account after 



deduction of net profits and allocated to 
consolidate the c'Jmpany's financIal 
position and undistributed profits 
earned during the exemption period 
ana distribiJ~ed after such perioO has 
elapsed. The shares shall be exempted 
from the annual proportional stamp duty 
for five years following the date duties 
are legally due for the first time. 

Tne exemption from the general tax 
on income is conditioned upon such in­
come not being subject to similar in the 
investor's home count,) 0' in the coun­
try to which income is transferred, as the 
case may be. 

On the proposal of the Authority's 
Board of Directors. with the approval of 
the Council of Minlster~. the perioa of 
exemption shall be eigt'lt years, pro­
vided such period is required by con­
sideratlor. of public interest in view of the 
nature of the prOJect. its geographical 
location. its irrlportance to economic 
development. the volume of Its capital, 
and the extent to which it participates in 
exploiting natural resour:es and in­
creasing exports. 

Exemptions for projec.s involving re­
construction. establishment of new 
cities outside the agricultura! area and 
the perimete;s of existing cities. and 
land reclamation shall be for a ten year 
period that may be extended to fifteen 
years with the approval of the President 
of the Republic upon recommendation 
of the Authority's Board of Dlrector~. 

Also. with the approval of the Presi­
dent of the Republic. upor. recom­
mendation of the Authority's Boare of 
Directors. all capital assets and Im­
ported construction matenal and com­
ponents necessary for founding proj­
ects approved under this Law may be 
exempted from. or granted the 
privileges of deferred payments or in­
stallment payments for. all or part ot me 
customs duties and any other taxes or 
dues provided that. in the case of 
exemp!i~)n if such items are locally dis­
posed of within five years from the date 
of impoit. ail such taxes and duties pre­
viously exempted shall be paid. In 
the case of deferred or installment pay­
ments. if such items are locally dis­
posed of within fIve years, or within the 
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deferreo or insta "ment payments period 
if sl..ch period exceeds fIve years, all 
such taxes ana outles shall be paid. 

Art. 17: After the expiration of the tax 
exemption period established under Ar­
ticle 16, and wit"out prejudice to the 
provisions of such Article, the profits dis­
tributed by a project shall be exempted 
from the general tax on income 'Jp to a 
maximum of 5% of the original amount of 
the taxpayer's share in the invested 
capital. 

Art. 21: The party cor.cerned may re­
quest the repatriation or olsposal of the 
invested capital after obtaining the ap­
proval of tt'le Authority's Board of Direc­
tors, provided that five years shall have 
elapsed from the date of importation of 
the capital fixed in the registration certifi­
cate (the Authonty's Board of Directors 
may waive this condition if it is evident 
that the accepted proJect, for which funds 
have been transferred, cannot be im­
plemented or continued for reasons be­
yond the control of the;: investor or for other 
exceptional circumstances to be consid­
ered by the Authority's Board of Directors) 
in accordance with the following: 
i-Invested capital may be transferre= 

abroad at the highest rate prevaIling 
and declared for freely convertible 
foreign currency in five equal annual 
installments. By way of exception. the 
invested capital, calculated under the 
provisions of thi::. article, shall be trans­
ferrable in full to the extent of the cred:t 
balance in the foreign exchange ar­
count referred to in ArtIcle 14 or if the 
investors had disposed of such in­
veste::l capital in exchange for freely 
convertible foreign currency provided 
that the Authority is notified of this 
action, 

ii-If the invested capItal was brought in 
kind, it may, with the approval of the 
Authority's Board of Directors, be re­
patflated In kind: and 

iii- Transfer of the invested capital sha/! 
be within the lImits of its value at me 
time of liqUIdation, or disp Jsal thereof. 
as ttle case may be, and shall be on 
condition that me Authority approve~' 
the re'sults of liquidation. The invested 



capital re~istered wIth the Authority 
may be dIsposed of for fmely converti­
ble foreign currency after informing tf'Ie 
Authonty Nevertheless the Investor 
may with the approval of the Authority's 
Board of Directors dispose of his in­
vested capItal as registered wah thf; 
Authority or dispose of part thereof in 
favor of another parry in local currency 
in which case t"'e parry in favor of whIch 
such disposal has taken place shall not 
enjoy the right to transfer set forth m th,s 
Law In both cases however, the p~rry 
in fav:;r of which such transfer has 
taken place shall replace the original 
investor in enjoymg the provisions of 
thIs Law. 

In all cases. shares offered in freely 
convertIble foreIgn currency mat be 
sold at the EgyptIan Stock Exchange 
for freely convert:ble foreign currency 
in which case the proceeds of sale$ 
may be transferreC1 to tne seller's ac­
count abroad. 

Chapter 1Wo: Joint Ven" ...... 
Art. 23: Joint ventures established 
unde' the provisions of tnls Law in the 
form of 10lnt stock or limited liability com­
panies shall specify in their articles of 
Incorporation the names of their respec­
tive contracting parties, tfle legal form of 
the company, its name. purpose of activi­
ties. duration. capital. rercentage of par­
ticipation by EgyptJar, Arab. and foreign 
parties. and methods of subscriptions. 

Sta~:Jtes of the company shall be 
patterned aher the model Issued by the 
Minister of Economy and Economic 
Cooperation on the basis of a proposal by 
the Board of Directors of the General 
Authority for Investment and Free zones, 
taking into consideration the privileges. 
guarantees, ana exemptions t~"d down in 
this Law. 

In 31! loin: ventures the Gene~al Author­
ity for Invest~!".t and Free Zones shall 
have sete competence to review and 
approve, in compliance with thl9 pro­
vISions of the present law, the art:cles of 
Incorporation. 

Chapter Three: Genera. A:..thorlty 
for Investment and Fre:.:. Zon •• 
.kt. 27: Applications for investment shall 
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be submi"ed to the Authority. An applica­
tion shaH specify the amount of capital to 
be invested, the nature thereof and any 
other such particulars as shall be re­
quired to indicate the form and nature of 
the project cov~red by the application. 
The Board of Directors of the Authority 
shall have the authority to approve ap­
plications submi"ed for investment. 
Such approval shalllap~e if the investor 
shall fall to take serious steps t() carry 
out the proj~ct within SIX r'lonths of 
approval. unless the Board shall grant 
renewed approval for such further 
period as it snail deem fit. 

Chapter Four: Fr.e Zon •• 
Art. 36: With due regard to provisions 
in laws and regulations regarding the 
ban on the circulatlo" of certain good~ 
or materials, goods exported from, or 
imported into, the free zone. shall not be 
subject to the normal customs proce­
dures applicable to imports and exports 
nor to customs duties and other taxes 
and dues, save insofar as is provided for 
in this Law. Likewise alllnslrulTlents, 
machinery, equipment and transportCl­
tion equipment necessary to establish­
ments authorized Within such zone shall 
be exempted from customs duties and 
other taxes and dues. • 

The executive regulations of the free 
zones shall specify the procedures for 
moving goods from the moment they are 
unloaded until their arriJal at the free 
zones and vice-versa. 

Export and other taxes and duties 
shall be leVied on local gc.)ds and 
matenal upon entenng the free zone 
after completIOn of export formalitle:o 

The Deputy Chairman of the Board of 
the AUlhonty or any autr.;)rized Chair­
man of tne beE r~ of t~e public free 
zones may permit temporary entry of 
local goods into the free zone fc repair 
or complementary opt! rations thereon. 
provided that a customs tax shall De 
exacted in respect of the repair or com­
plementary operation In compliarlce 
WIth cusioms regulations. 

Likewise, the Authority'~ Depuiy 
Chairman of the Board or any author­
ized chairman of the board of a J: u:>IIC 
,. ge zone may permll temporary entry 



Of free zone goods into the country lor 
repair or complementary operations 
thereon. 

Art. 37. Customs duties and taxes shall 
be payable in respect of goods with­
drawn from the free zone for Iocall;on­
sumption as thouQh such were imported 
from abroad and an accordance with 
their condition after manufacturing, with 
due regard to rules and procedures 
governing imports, Such customs 
duties and taxes shall be payable on 
goods containing local components in 
proportion to the ad valorem value of 
foreign components contained in the 
manufactured products, Notwithstand­
ing any of the foregoing. in the e':nnt that 
local components constitute 40% or 
more of the manufactured product, 
such dues as shall be payable in ac­
cordance with the provisions of this 
Article shall be reduced by 50%. 

Art. 46: Without preju .. 'i,ce to tha pro­
visions of this Law, projects established 
in the free zone, and dividends thereof, 
shall be exempted from the provisions 
of tax and duty laws in the Arab Repub­
lic of Egypt. Arab and foreign funds 
invested in th:> free zones shall likewise 
be exempted Trom inheritance taxes 
and death duties ... 

Art. 47: Payments subject to tax on 
income, such as wages. salaries com­
pensation and the like. paid by projects 
existing witt-,in the free zone!') to their 
expatriate employees shall be exempt 
from the general tax on income. 

Art. 41: Transactions carried out in the 
free zone or between such zones and 
other countries shall not be subject to 
the provisions of exchange control 
Laws. 

Art. 5'1: Provisions of Law No. '173 of 
1958 requiring an Egyptian to obtain u 
permit from the competent authorities 
prior to taking up employment with 
foreign organizations shall not apply to 
Egyptian employees engaged by ~roj­
ects and establishments enjoying the 
provisions of this Chapter. 
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Appendix 2 

USEFUL ADDRESSES IN THE UNITED STATES 

U.S. Department of Commerce 
CAGNE-Commerce Action Group 

for the Near East 
Washington, D.C. 20230 
Phone: (202) 377-3752 

Egypt-U.S. Business Council 
c/o U.S. Chamber of Commerce 
1615 H Street N.W. 
Washington, D.C. 20062 
Phone: (202) 659-6000 

U.S. AID Project Office 
Egypt Desk Officer 
Department of State 
Washington, D.C. 20523 
Phone: (202) 632-9048 

U.S. Department of Agriculture 
PL 480 Program 
Office of the Ger eral Sales 

Manager 
Washington, D.C. 20250 
Phone: (202) 447-6301 

Egyptian Office of Economic & 
Commercial Affairs 

529 Fifth Avenue, 19 floor 
New York, NY 10019 
Phor.~: (212) 682-6390 

U.S.-Arab Chamber of Commerce 
One World 7rade Center 
~ew York, NY 10048 
Phone: (212) 432-0655 

CO~$~late General of Egypt 
lllC Second Avenu~ 
Ne~ Yo~k, NY 10022 
Phone: (212) 759-7120 
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Consulate General of Egypt 
3001 Pacific Avenue 
San Francisco, CA 94115 
Phone: (415) 346-97no 

Embassy and Consular Section 
of the Arab Republic of Egypt 

2310 Decatur Place N.W. 
Washington, D.C. 20008 
Phone: (202) 232-5400 

Commercial Office of the Arab 
Republic of Egypt and the 
Investment Authority 

2715 Connecticut Avenue N.W. 
Washington, D.C. 20008 
Phone: (202) 234-1414 

Permanent Mission of Egypt to 
the United Nations 

36 East 67 Street 
New York, NY 10021 
Phone: (212) 879-6300 

Egyptian-k~rican Chamber 
of Commerce 

One World Trade Center, 
Suite 86041 

New York, NY 10048 
Phone: (212) 466-1866 

Investment Bureau 
Permanent Economic Mission of 

Egypt to the United States 
500 Fiftb Avenue 
New York, NY 10010 
Ph~ne: (212) 398-9130 



Appendiy. 3 

uSEFUL ADDRESSES !N EGYPT 

Generdl Authority for Investment 
~nd Free Zones 

8 A~ly Street, P.O. Sox 1007 
Cairo 
Phone: 906796/906804 
Telex: 92235 

General Orgar.ization for 
Industrialization (GOFI) 

6 Khalil Ag~a Street 
Garden Ci~y, Cairo 
Phone: 24640/903444 

U.S. Embassy ar • ..i, Consulat.e 
5 America hI Latinia S::eet 
Garden City, Cairo 
Phone: 282ll/755~33 

U.s. Consulate 
110 Avenue Hourrcya 
.;\lex:lnaria 

U.s. Agency for International 
Development 

Cairo Center Building, 9th floor 
Kasr El Aini Street 
Garden City, Cairo 
Phone: 28211/755033 

E~ypt-U.S. Business Council 
Investment Promotion Office 
1282 Immobi~ia building 
Cairo 
Phone: 745822 
Telex: ':'66 :~IMOS 

The Suez Canal Au~hority 
Ismailia 
Telex: 2153 
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Arab Foreign Trade Company 
12 Youssef El Guindy Street 
Cairo 
Phone: ~8562/2656S 

Federation of Egy~tian 
lndustrj.es 

26(A) Sherif Stree~ 
Immobilia Building 
Cairo, P.O. Bex L~l 
Phone: 49488/54784 

SUMED 
9 Amin Yehia Street, 

P.O. Box 2056 
Alexandria 
Phone: 64138/64521 

Central Agency for Public 
Mobilization and Sta~istics 
(CAPMS) 

Salah Salam Street 
Nasr City, Cairo 

Egyptian General Petruleum 
Corporation (EGPC) 

Nasr City, Cairo 
Phone: 837388/835924 
Telex: 2049 

Central Bank 
3~, Sharia Kasr El ~i1 
Cairo 
Phone: ~0046/97866l 

Cairo International Fair 
General Authority for 

Exhibitions & Fairs 
Gt.zira Exhibition Grol.lnd~ 
Cai:o 
Phc.n~·: CJ1236F./80l773 



Technical Se=retariats 

Chemical Industries 
49 Kasr rl Nil Street 
Cairo 
PhoM: 9j,3644 

Textiles 
5 Tr.lombat Street 
Garden City, Cairo 
?hont.: 207'" 

FOI ·!stuff Industries 
IS£a Harndi Salim Street 
Azouza Street 
Cairc 
Phone: ~1832" 

Metallurgical Industries 
5, 26 July Street 
Cairo 
Phone: 915866 

Government Ministries 

Ministry of Agric~lture 
Sharia Wezaret El Zeraa 
Dokki, Ca.iro 
Phone: 703388/702677 

M~nistry of Economy and Economic 
Coo?eration 

8 Adly Street 
Cairo 
Phone: 920050/919278 

Min~stry of Finance 
Magle£s El Shaa~ Street 
La:c:oghli Square 
r:~ro 
Phone: 24857/24976/26790 

lo~inistry of Indust:.-y 
.~erica £1 Latinia Street 
Garden City, Cairo 
~~one: 23247/25321 

- 112 -

Ministry of Recor.stru:ticn & 
New Societies 

1, Sl.aria Ismail 
Abaza, Cairo 
Central Agency for Reconstruction 
Phone: 29578 

Ministry of Supply 
~9, Sharia Kasr El Eini 
Cairo 
Phone: 848303/~7832 

Ministry of Tourism 
110, S~aria Kasr El Ein~ 
Cairo 
Phone: 3~636/31923 

MinistrJ of Trade 
Midan Lazoghli 
Cairo 
Phone: 914222 


