
PD- A-~S-01 7.­
(0 LI '5 ;) (~'\

FINAL EVALUATION OF USAID PROJECT

TO TRANSFORM THE FEDERATION OF EGYPTIAN INDUSTRIES

INTO A "PRIVATE" INDUSTRIAL ASSOCIATION COMPATffiLE

WITH A MORE OPEN AND MARKET-ORIENTED ECONOMY 1994 TO 1999

Prepared for

Umted States Agency for InternatIOnal Development

By

Richard H Smes

December 1999

Report CommIssIOned by the Center for InternatIOnal PrIvate EnterprIse, Washmgton D C
USAID Cooperative Agreement # 263-0225-A-4083-00



Fmal EvaluatIOn Of USAID Project To Transform
The FederatIOn Of Egyptian IndustrIes (FEI)

Into A "PrIvate" IndustrIal AssocIation Compatible WIth A More Open And Market­
OrIented Economy 1994 To 1999

TABLE OF CONTENTS

EXECUTIVE SUMMARY

I BACKGROUND AND PROJECT DESCRIPTION

1 1

12

13

14

Background

1 1 1 Improved State of the EgyptIan Economy Dwmg LIfe ofProject
1 1 2 Progress Across Many Areas
1 1 3 CIPElEgypt Support for FEI IS part ofa USAID StrategIc Approach

That has ConsIstently Supported EgyptIan PrIvatIzatIon and PrIvate
Sector Development to Great Effect smce the Later 1980s

Project DescnptIon

12 1 OvervIew ofFE1and Efforts for ItS Re-pnvatIzatIon
122 ReVIew ofCntena for PrIvatIzatIon ofBusmess ASSOCIatIons
1 2 3 The Current Project to Strengthen FEI

123 1 Agreements and Workplans
1 2 3 2 Project Goals and DIrected ACtIVIty Areas

EvaluatIon ObjectIves

EvaluatIon Methodology

1

4

11

11

II PERFORMANCE OR ASSESSMENT OF OVERALL PROJECT OBJECTIVES 13

II 1 General Performance as Measured Agamst the Goals End ofProject Status Is 13
That FE! IS StIll ill TranSItIon WIth most Goals Bemg Met, WIth the BIg ExceptIon
That FE! Has Not Been PrIvatIzed, Its Membersrup Remams Mandatory

III 1 Phase 1 October 1994 to December 1995
II 1 2 Phase II January 1996 to January 1997
II 1 3 Phase ill January 1997 to September 1997
II 1 4 Phase N October 1997 to Present

1I2 Performance as Measured agamst the End ofProject Status ofMajor
Areas ofProject Purpose

II 2 1 Government RelatIons
II 2 2 Pubhc AffaIrS
II 2 3 Export and MarketIng
II 2 4 EconoIDlc InfonnatIon

17



II3

II4

II5

II6

II7

II 2 5 Technology Transfer
II 2 6 VocatIOnal and Management Trarnrng
II 27 FrnancIal ServIces
II 2 8 Management Information Systems
II 2 9 Envrronment

Institutional Development ofFEI PartIcularly Over the Past 18 Months
Has Been Remarkable

Project Support for Sector Chambers and Pnvate Busrness AssocIations

II 4 1 Management Trarnrng
II 4 2 Monthly Sernrnars
II 4 3 Grants to Industnal Chambers and Pnvate Busrness ASSOCIations

II 4 3 1 Leather
II 4 3 2 Pnntlng
II 4 3 3 Egyptian Women Busrness ASSOCIation
II 4 3 4 Seed AsSOCIation

The GOE Continues to Play the Marn Role rn EconomIc TransItion

Reform Agenda Strengthenrng FEI As Integrated WIth Pnvatlzation,
Frnance, Tax, Trade and Other Reforms and Institutional Improvements

Major Expected EconOmIC and SocIal Benefits of thIs Project

21

23

27

27

28

ill LESSONS LEARNED, CONCLUSIONS AND RECOMMENDATIONS 30

III! Lessons Learned and ConclUSIOns

III 1 1 Lessons Learned Relatlng to the Government ofEgypt
III 1 2 Lessons Learned Relatlng to the Pnvate Sector
III 1 3 Lessons Learned Relatlng to USAID
III 1 4 Lessons Learned Relating to CIPE
III 1 5 Lessons Learned Relatlng to FEI
III 1 6 ConclUSIOns ProJect's Expected EconOmIC PayoffIs at Jeopardy

WIth the Earher Than Expected Cutoff rn Fundrng

30

III 2 RecommendatIOns

III 2 1 General
III 2 2 In Relation to Pohcy Reforms and Removrng Key Constrarnts
III 2 3 In Relationslnp to ModemlZrng FEI as an Institution
III 2 4 In Relation to InstItutional Development ofFEI
III 25 In Relation to the Scope ofProJect
III 2 6 USAID Should Have a Sohd Clear Project DeSIgn that

Supports Representative and DemocratIc Busrness AssocIatIons

35



ANNEXES

A IntefVlew LIst

B Proposed Workplan for Fmal EvaluatIon

C Letter to the ExecutIve DIrector ofFEI "Report on the DIagnostIc Survey of the FEI",
December 28, 1999

CIPE Busmess AssocIatIon DIagnostIc GUIdehne, by Larry S MIlner, CAE, WIth
VIrgIlIo LeVaggI, DavId Cooley, Gregory L DavIs, and Arthur A Roberts,
September 1998 Actual dIagnostIcs ofFEI were conducted m 1998 and 1999 wIth a
Subsequent Report on the DIagnostIc Survey of the FederatIon of EgyptIan IndustrIes
summanzed by CIPE/Egypt staff
On fIle at CIPE AvaIlable upon request

D FEI AdvertIsement "Jom the FederatIon of EgyptIan Industnes, whatever your field"

E Al Ahram ArtIcle Outlmmg Recent Changes m EgyptIan Chambers ofCommerce

CURRENCY EOUIVALENTS

Date

December 1999

OffiCial Rate

LE342=US$1

Unofficial Rate

LE342=$1



AC
AmCham
APRP
CIPE

EBWA
EU
ERSAP
FE!
GDP
GNP
GOE
IBTCI
IMF
LE
LOP
MOU
NGO
PMU
QUANGO
SOE
SPR
TA
US
USAID

ABBREVIATIONS AND ACRONYMS

Law 203 AffilIated Company owned by the GOE (over 100 have been pnvatlzed)
Amencan Chamber of Commerce
USAID's Agncultural PolIcy Refonn Project
Center for InternatIonal Pnvate Enterpnse (An AffilIate of the Umted States Chamber of
Commerce)
Egypttan Busmess Women AssocIatton
European Umon
GOE's Econonuc Reform and Structural Adjustment Program
Federatton ofEgyptlan Industnes
Gross Domesttc Product
Gross Natlonal Product
Government of Egypt
Intematlonal Busmess and TechnIcal Consultants, Inc
Intematlonal Monetary Fund
Egypttan Pound
LIfe ofProJect
Memorandum ofUnderstandmg
Non-Governmental Orgamzatlon
Project Management Umt
QuaSI Non-Governmental Orgamzatton
State Owned Enterpnse
USAID's Sector Pohcy Reform Program
TechnIcal AsSIstance
Umted States
Umted States Agency for Intematlonal Development

{



EvaluatiOn Report USAID CooperatIve Agreement # 263-0225-A-OO-4083-00

EXECUTIVE SUMMARY

Mam Fmdmgs The Center for InternatIOnal PrIvate Enterpnse's (CIPE's) EgyptIan proJect,
funded by the Umted States Agency for InternatIOnal Development (USAID), IS faclbtatmg the
rapId mstItutIonal Improvement of the very Important but still transItIOnal FederatIOn of
EgyptIan Industnes (FEI) The FEI was expected to become a representatIve and advocate on
behalf of Egypt's pnvate sector ThIS It has become ThIS project was funded because of Government
of Egypt's (GOE's) deSIre to pnvatIze FEI and to allow It to provIde needed servIces to ItS then 13,
now 14 and soon to be 15, mdustnal chambers and theIr member fIrms

DespIte early major problems m the ProJect's deSIgn and management that led to ItS
mstitutIOnal collapse m January 1997, a combmed effort by CIPE, USAID and partIcularly FEI
through ItS new leadershIp turned the Project around The recovery has been partIcularly
ImpreSSIve smce October 1997 when FEI's new board of dIrectors, chaIrman and deputIes took over
The Project was completely reorgamzed dunng a tranSItIOn penod rn 1997 as descnbed below As a
result, over the past 18 months FE! has developed remarkably as an mstItutIOn that supports Egypt's
pnvate mdustnal fIrms, as reflected and descnbed m detaIl m a dIagnostIc test developed over the
years by the US Chamber of Commerce that was recently completed on FEI

The FEI dIagnostIc IS presented m Annex C With a dISCUSSIon comparmg the ImpreSSIve
progress of the past year to fmdmgs from the preVIOUS year The overall score of FEI, as a pnvate
busmess aSSOCIatIon compared to an rnternatIonal standard for ratIng pnvate sector busrness
assocIatIons, rose sharply from 119 out of a total 550 (or 2 I 6 percent) m September 1998 to 274 out
of a total of 550 (or 49 8 percent) m October 1999 RIses occurred for FEI m 9 of the 10 performance
cntena

1 VlSlon, MISSIOn, ObjectIves
2 PublIc PolIcy Advocacy
3 Industry Standard SettIng
4 Employees
5 ActIVItIes
6 Infrastructure
7 Governance
8 Fmances
9 MembershIp RecrUItment
10 PublIc RelatIons

RIse from 13 to 28 out of a total 50 pOSSIble pomts
RIse from 6 to 37 out ofa total 50 pOSSIble pomts
RIse from 0 to 20 out of a total 50 pOSSIble pomts
RIse from 33 to 44 out ofa total 50 pOSSIble pomts
RIse from 4 to 23 out of a total 50 pOSSIble pomts
RIse from 9 to 26 out of a total 50 pOSSIble pomts
RIse from 21 to 22 out of a total 50 pOSSIble pomts
RIse from 23 to 43 out of a total 50 pOSSIble pomts
Steady at 5 out of a total 50 pOSSIble pornts
RIse from 5 to 26 out of a total 50 pOSSIble pomts

Moreover, srnce the dIagnoStIC was completed, there has been a major attempt by the FE! Board of
DIrectors to raIse membershIps m the only performance area rn the dIagnostIc that remarned steady,
membershIp recrUItment The FE! Board recently acted to expand membershIp by permlttmg the
mclusIOn of affIlIated compames such as banks, msurance companIes, and other fIrms that proVIde
goods and servIces to member fIrms They also are now admlttmg pnvate sector busrness aSSOCIatIons
as members See Annex D for the recent announcement that promotes new types ofmembers

As a result FEI generally achIeved, or IS achlevrng, most Important stated goals and ObjectIves and as
descnbed below, It appears to be proVIdmg major economIC, SOCIal and pohtIcal payoffs to EgyptIans
and Amencans ahke There have been major problems rn terms of reachrng all ItS goals

The first major faIlure of FEI m terms of meetmg the orlgmal project goals was because of
mappropnate deSIgn and management The Project fell apart completely m January 1997 and
many of the benefits, or much of the value of project payoffs that have accrued from the
redeSigned ProJect, were lost because of ItS effective late start
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The second major faIlure IS not passmg the pnvatlZatIon or "mdependence" law that IS now
bemg discussed m the legislature I Thus, m contrast to the ongmal agreement, FEI has not yet
been "pnvatIzed" m a way that would remove Its current requIrement of mandatory
membership A busmess aSSOCIaTIon cannot be a forceful advocate of ItS members If the government
enforces mandatory membershIp as IS the case wIth FEI Independence IS needed However, FEI IS
not necessanly dommated now by the GOE Two-thIrds of ItS 14 chambers' boards of dIrectors are
elected, and those resultmg boards of dIrectors for the 14 mdlvldual chambers choose 14 of the 21
members of the central FEI board of dIrectors Most Importantly, m terms of GOE control, the
ChaIrman and both VIce ChaIrmen of FEI are among those appomted by the GOE However, the
elected members recommend many GOE appomtees So m many ways, FEI acts as If It had been
pnvatIzed but along the lmes of the German approach that reqUIres mandatory membershIp for ItS
major mdustnal busmess aSSOCIatIon However, m Egypt, mandatory membershIp remams a problem
not only because It can effeCTIvely undermme ItS role as an advocate for reform but also because It
prOVIdes one more bureaucraTIc obstacle that dIscourages the many mformal firms that dommate some
EgyptIan sectors from legally reglstenng2 However, for reasons dIscussed below, It appears that
premature pnvaTIzatIon of FEI mIght have actually undermmed many Project benefits by weakenmg
FEI's abIlIty to successfully achIeve other Project goals VIa a younger, more dynamIC leadershIp
Thus, early pnvatIzatIOn mIght not have been In the best mterest of EgyptIan and US efforts to
promote the pnvate sector and raIse Egypt's economIC growth rate

DespIte not yet beIng pnvaTIzed m terms of free eleCTIons of all board members, voluntary
membershIp and self-sustamabIlIty, FEI IS makmg progress towards ralSlng It revenue base, whIch IS a
key cntenon for bemg self-sustammg as a pnvate sector busmess aSSOCIatIon WIth non-mandatory
partICIpatIon It has developed a financIal sustamabIhty plan WIth a reVIsed transparent membershIp
pohcy and dues schedule Other sources of revenue mclude advertIsements m an FE! yearbook and
publIcatIOns, conference fees, exhIbItor fees, corporate affihate membershIps areas such as law,
accountmg, shlppmg consultmg, bankmg and msurance, multInaTIonal corporate membershIps, and
sale of dIrectory, marketmg gUIdes and busmess reports Thus, m many ways FE! acts as If It was a
pnvate-sector aSSOCIatIOn, and It appears to be currently movmg towards becommg self-sustammg
Examples are the recent FEI Board deCISIon to more than double or tnple Its membershtp fees m most
categones and to allow new classes of affilIate entItIes to become members Moreover, ItS upgraded
programs and mformatIon servIces assocIated WIth partICIpatIng m CIPE trammg In such areas as
managmg aSSOCIatIOns, managmg frrms, and accredItIng skilled workers are expected to allow It to
raIse future partICIpatIon fees The evaluator's dIScussIons WIth all but the smallest members
suggested almost unIversal consensus that the nse m membershIp fees IS worth the Improved servIces
beIng prOVIded, partIcularly because of FEI's advocacy role m polIcy reform ThIS Improvement m
quantIty and qualIty of servIces IS reflected strongly by a quantum leap nse m ItS recent U SChamber
dIagnostIc ratmg WhICh m the past three years rose slowly mItIally and then soared to almost 50
percent m 1999 See Annex C for more detaIls on what IS summanzed m the thIrd paragraph above

1 The Project s early anttclpatIOn of FEI pnvattzatton was an error m Judgement that realIsttcally
underestlffiated the ttme It takes to get legislatton passed m Egypt, even m cases that are not controversIal And
FEI pnvattzatIOn has been controversIal The FEI needed the money for therr amblttous program to revitaltze
FEI m Its new bul1dmg on the Nl1e It was already engaged m advocacy ofpohcy reforms and WIshed to
develop other busmess servIces The FEI leadershIp appears to have agreed to the terms WIthout worrymg about
the dIfficultIes m passmg a controversIal pnvattzatton law for aSSOCIattons Reahsttcally, the frrst wave of real
pnvatizatlOns ofparastatal Law 203 for mdustnal frrms dIdn't occur unttl 5 years after ERSAP was put mto
effect
2 These mformal fIrms, m terms ofactual productton, dommate many sectors Because the frrms are
techmcally Illegal, It IS dIfficult to gather mformatton on thIS mformal sector that would allow more ratlOnal
deCISIon makmg by both the pubhc and pnvate sectors The FEI's current mandatory memberslup pohcy adds
another cost to becommg legal and dIscourages the mformal sectors entry as a legal frrm that can partIcIpate and
take advantage ofEgypt's modem busmess acttvlttes and servIces At the same tlffie, FEI pohcy advocacy to
reduce barrIers to entry such as unnecessanly hIgh and confusmg tax pohcles IS workmg to encourage these
fIrms to regIster and become legal
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ThIS dIagnostIc mdICates that substantIal progress was made m many areas, especIally over the past
year

In 1996, the CIPE Project supported the development of a comprehensIve pohcy agenda that
used suggestIOns by EgyptIan busmessmen and many avaIlable, dIverse and often USAID­
funded pohcy studIes, and placed the findmgs mto a smgle "actIOn agenda" document Many
EgyptIan busmessmen and commercIal legal experts sharpened the document, and subsequently It was
WIdely, though mformally, dIssemmated throughout Egypt to such groups as the PresIdents CouncIl
The agenda for actIon was approved by the FEI board of dIrectors and publIshed, but not formally
dlstnbuted eIther because It was vIewed as bemg too cntIcal of the GOE or because the newly elected
board of dIrectors vIewed It as only the preVIOUS ChaIrman's personal VIew However, It was a base
for reform efforts vIewed as polItIcally feasIble, such as the de-monopolIzatIOn and pnvatIzatIOn of
the mantIme port servIces Because It was comprehensIve, It had polIcy pOSItIons for most key Issues
that the pnvate sector leaders mIght be asked by the GOE to comment on Its comprehensIveness also
mdIcated the WIde range of reforms that stIll needed to be addressed m Egypt The FE! pOSItIons on
polIcy reforms subsequently allowed FEI to contInue playmg the key role as a leader and
representatIve, smgle VOIce of other mdustnal assocIatIons, partIcularly WIth regard to broad polIcy
reforms that Impact all fIrms The organIZatIOn, through ItS members, plays an mcreasmgly Important
adVISOry role to the GOE on polIcy reform Issues that have led and contInue to lead to hIgh broader­
based sustamable economIC growth rates For example, members have met as a group WIth many
mInIsters m the newly appomted Cabmet to express therr VIews on pnonty reforms m a systematIc
way preVIously unheard of m Egypt Thus, the cntIcal support from the CIPE-Egypt Project was
almost certamly one key complementary factor m the overall success of Egypt's eCOnOIll1C tranSItIon
and subsequent hIgh economIC growth

LeadershIp of the FEI IS now dommated by a private sector mentahty In partIcular, GOE
appomtees mto the board of drrectors of FE! and ItS affIlIated mdustry chambers were often younger
busmessmen WIth skIlls and VISIon that complemented the elected "old guard" leaders Its leadershIp's
speCIal mIX has led to a constructIve relatIOnshIp WIth the GOE that now allows both the pubhc and
pnvate sectors to work as partners along WIth donors to transform and modernIze Egypt's mdustnal
sector and supportIve mstltutIons The almost 80 year old FEI IS a former pnvate sector busmess
aSSOCIatIon that was natIonahzed m the 1950s lIke practIcally every other frrm or organIZatIOn dunng
the Nasser era Only now, more than forty years after bemg natIOnalIzed, IS there an attempt to
transform FEI back mto a pnvate sector busmess aSSOCIatIon WIthout mandatory membershIp The
FEI supports ItS members through ItS 1) advocacy for polIcy reforms, 2) provlSlon of an mcreasmg
range of trammg programs, 3) development of an accredItatIon system for key skIlls, 4) prOVlSlon of
mformatIon servIces, 5) support of Egypt's many buddmg new sector or geographIcal pnvate sector
busmess aSSOCIatIons, and other busmess servIces The speCIal pOSItIon of FE! stems from the fact
that It IS the only representatIve group m Egypt that speaks for the whole mdustnal sector, mcludmg
factones and fIrms owned or operated by U S CItIzens m Egypt

Over the past year and a half, after recovermg from what appeared to be a fatal Illlsstep In ItS
InstItutIOnal transformatIon and the firmg of all Its new PrOJect-funded staff, FEI WIth CIPE
and USAID management fundamentally changed Its InstItutIOnal governance and project deSIgn
In a manner that led to Its remarkable recovery The FE! subsequently pOSItIoned Itself as a
potentIal forward thmkmg pnvate sector busmess aSSOCIatIon that mcreasmgly prOVIdes substantIal
mutual eCOnOlll1C, polItIcal and SOCIal benefIts for the US, Egypt and the MIddle East3 The FEI's role
m polIcy reform led to thIS USAID-funded Project WIth economIC rates of return that appear to be
hIgh EconomIcally thIS becomes eVIdent when one recognIzes that the Project WIthout CIPE would

3 Not only does Improvements ill FEI m Egypt mdrrectly mfluence oilier countrIes ill ilie regIOn, some ofilie FEI
programs drrectly Impact technology and qualIty control m ilie regIon as seen by ilie FEI program dlstrIbutmg a
document on what changes are takmg place m ISO 2000 over ilie current qualIty control standards, and a
descnptIOn on how to deal wlili them as descnbed m SectIOn III
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have relIed on status quo polICIes advocated by the "old guard" FEI leadershIp WIth Its socIalIst
mmdset that only recently has been changmg

Development of such a large and mcreasmgly pnvate sector type representatIve quaSI-government
group, or QuaSI Non-Governmental OrgamzatIon (QUANGO), m a former socIalIst country WIth
mmlmal expenence m pnvate sector busmess aSSOCIatIons IS remarkable The FEl's credIbIlIty IS
qUIckly nsmg by bemg assOCIated wIth the trammg servIces of CIPE and by the mcreasmg
profeSSIOnalIsm of theIr polIcy advocacy and theIr servIces such as the system of accredItatIon of
skIlled profeSSIons In partIcular, FEI leadershIp over the ProJect's past five years has played a key
role, sometImes m partnershIp WIth the US, m Improvmg the busmess enVIronment The FEI, as a
group and through ItS mdIvldual members, was a key polItIcal factor m transformmg the EgyptIan
economy from one m whIch the publIc sector allocated Egypt's scarce resources to one that relIes
more heavIly than m the past on the pnvate sector and market allocatIons

The FEI leadership prepared the new law for Its prIvatIZatIOn WIthout mandatory membershIp
and subnntted It to the MIDlster of Industry But FEI leadershIp agrees that only now IS the
tIme approachmg to promote FEl's privatIZation wIthout mandatory membership Why? Over
the past year and a half, FEI leadershIp has been actIve m pnvatIzmg GOE controlled organIzatIons
other than FEI, namely the EgyptIan Chambers of Commerce The pnvatlzatlon of the EgyptIan
Chambers of Commerce was not a stated goal or ever an explICIt agenda Item of thIS Project
However, leaders of FEI who are also leaders on the EgyptIan Chambers of Commerce became
exposed to Ideas, such as tIme lImIts for those servmg on the board of dIrectors and allOWIng non­
EgyptIans to become members, dunng the July 1998 CIPE watershed Cyprus conference dealmg WIth
managmg busmess aSSOCIatIOns 4 Because of the enthUSIasm for these Ideas, the FEI leadershIp
madvertently became embroIled WIth the current tranSItIonal move toward pnvatIzatIon of EgyptIan
Chambers of Commerce that compnses 3 mIllIon members - a much larger orgamzatIon than FEI
After almost a year and a half of hIghly pubhclzed and polItIcally senSItIve maneuvenngs, the
Chambers of Commerce reformIsts led by key FEI leaders apparently made a major breakthrough
"tranSItIon" compromIse WIth the Chambers' "old guard" The compromIse would make the
Chambers more pnvatIzed For example, the compromIse package would raIse the percentage of
board members that would be elected from only 50 percent to a clear maJonty of 75 percent,
representmg a major move toward strengthenmg the democratIc underpmnmgs of Egypt's largest
busmess aSSOCIatIOn It would also allow non-EgyptIans to become members 5 See Annex E for more
detaIls

The leadershIp ofFEI was then heSItant to press for passmg the FEI pnvatlzatIon legIslatIon Because
of the CIPE project, FEI IS more mstltutIonally advanced than the Chambers Passmg the FEI
pnvatlzatIOn law at the same tIme as the Chambers' mIght lead to panty between the laws of the two
orgamzatIOns and thus greatly weaken the final FEI pnvatIzatIon law 6 Thus, pushmg for the

4 DISCUSSIons WIth many partICIpants mcludmg old guard elected chamber members, FEI leaders, executIves of
pnvate sector aSSOCIations and others suggested that thIs flIst seSSIOn on managmg pnvate sector aSSOCIatIons
was an eye-opener It showed aSSOCIatIon staff and members ofboards of dtrectors how an aSSOCIatIon could be
effectIvely managed m a way that would benefit ItS members Many attendees, partIcularly among the "old
guard," said they had been skeptIcal about spendmg a week m mtense Isolated trammg All partICIpants
mdlcated they left With enthUSIasm and thIS enthUSIasm appears to have had pOSItIve mstItutIonal development
Impacts, such as those m the EgyptIan Chambers of Commerce PartICIpants of the subsequent Hurgada week-­
long trammg program, whIch contInued the program at Cyprus and proVIded a second advanced course bUlldmg
on the trammg proVIded at Cyprus, also mdlcated great enthUSIasm for the overall program mcludmg publIc
polIcy advocacy and practIcal management techmques such as revenue ralsmg actIVItIes WhIch they learned
5 In addItIon to the polItIcal change assOCIated WIth the changes m the Chambers of Commerce, there IS also
SOCIal change As an mdlcator of SOCIal change, the comprormse package expected to be passed soon by the
leglslatItre, would also allow women to hold for the flIst tIme executIve pOSItIons
6 The new governance laws of the Chambers would become only slIghtly stronger than FEl's current by-laws,
but stIll substantIally more progreSSIve and representatIve as only 25 percent of the boards ofdtrectors would be
GOE appomted, down from 50 percent The current law for FEI has one thtrd of the 21 board members
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pohtIcaIly controversIal pnvatIzatIOn legIslatIon over the past year, accordmg to FEI leadershIp,
would probably have YIelded a pnvatIzatIOn law that would have been much weaker than that
envISIoned m the future by the FEI leadershIp Moreover, gIVen the transItIonal SItuatIOn of FEl, the
pnvatIzatIon of FEI now mIght lead to electIons that would be dommated by the FEI old guard and
would exclude key younger leaders that are addmg so much of the current VISIOn and dynamIc
Impetus to FEI

In addItIOn, gIVen the dechmng but stIll substantIal parastatal members, many of the pubhc sector
firms, that after pnvatIzatIon have a smaller mmonty share of membershIp m the mdustnal chambers,
would not be represented WIth 100 percent elected posItIons ThIS would dIscourage theIr Important
pohtlcal support for the changes currently takmg place m the "pnvatIzatIon" TheIr workers have
tradItIonally been among the strongest pohtlcal backers of PreSIdent Mubarak and the current regIme
Keepmg them mvolved m FEI's transformatIon IS helpmg to ease theIr own transformatIon as
pnvatIzatIon of theIr firms progresses, partIcularly gIven the recent elevatIon of Mmlster Ebeld who
prevIOusly as Mmlster of Pubhc Enterpnses was dIrectly responsIble for the successful pnvatIzatIOn
takmg place throughout Egypt

GIven the pOSItIve support for the pnvate sector by the GOE, the appomted members WIth some
representatIon of pubhc fIrmS are overwhelmmgly younger, successful, pnvate sector types who
would not be elected to leadershIp pOSItIons If the FEI pnvatlzatIon law were passed tomorrow The
elected "old guard" have confIrmed thIS but also have mdlcated that these younger appomtments, who
are often chosen at the suggestIon of the elected "old guard", are VIewed as provldmg the dynamIC
spark that IS transformmg FEI mto a fOrmIdable and powerful agent for change Thus dunng thIS
tranSItIon, mamtammg the GOE appomtments actually strengthens the pnvate-sector onentatIOn of
FEI and allows It to more effiCIently advocate pnvate-sector reforms and proVIde badly needed
trammg servIces to pnvate-sector busmess assocIatIons and member fIrmS

ThIS Project aImed at transformmg FEI mto a pnvate representatIve busmess aSSOCIatIon began
weakly for a vanety of reasons

• FEI membershIp was dommated by GOE owned parastatals,
• pnvatIzatIon had not yet taken off and overall mentahty of FEl members was pubhc sector

onented,
• an overall dearth of pnvate sector busmess aSSOCIatIon expenence m Egypt and thus appropnate

skIlled and expenenced busmess aSSOCIatIOn personnel,
• lack of any understandmg by most members of the power of aSSOCIatIon advocacy,
• lack of CIPE expenence m transformmg pubhc aSSOCIatIons mto pnvate ones m former soclahst

countnes,
• lack mltIally of a CIPE expatnate manager WIth substantIve knowledge of busmess aSSOCIatIons

and madequate CIPE understandmg of Egypt

However, the whole area oftransformmg a SOCIalIst busmess orgamzatIon mto a pnvate one IS cuttmg
edge m the sense that there has been lImIted expenence anywhere m thIS actIVIty that has been
extremely IllllovatIve on the part ofUSAID m Egypt, CIPE and the GOE

ThIS, however, led to a weak and mappropnate project deSIgn mcludmg fatal mIstakes such as
placement of the new staff WIth a hIgh wage structure workmg m close prOXImIty to the mltIal staff
WIth very low GOE wages whIch created enormous personnel problems A second fatal mIstake m
developmg FEI as a busmess aSSOCIatIon was the organIzatIon structure The deSIgn of the
cooperatIve agreement WIth USAID relIed too much on CIPE and not enough on the FEI mstItutIonal

appomted by the GOE, and under the law bemg dIscussed before the legIslature, only 1 of the 21 board members
would be appomted by the GOE The law before the legIslature IS a VIewed by FEI leadershIp as tranSItIonal
towards eventually all 21 bemg elected
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leadershIp The ongmal cooperattve agreement assumed that CIPE would be managmg the funds
because FEI was and remams a government orgamzatlOn

That flaw was corrected The CIPE decIded to revert to Its usual practice of provIdmg subgrants to
busmess assoclattons It also exammed sImIlar USAID fundmg procedures m the MImstry of
Economy and In the Pnvate Enterpnse Office of the MInIStry of Publtc Enterpnses that handles
pnvatIzatlOn As a result, the ProJect's structure changed so that the PMU was created Dunng the
later part of the ProJect, CIPE only mdIrectly manages Project funds Project proposals are developed
and submItted by FEI Then, CIPE approves each WIth an assocIated budget Then CIPE transfers the
funds to FEI The FEI IS then m charge of carrymg out all the processes such as the procurement and
the ImplementatIOn of programs Thus, mstead of managmg the project dIrectly as before the
mstttuttonal collapse, CIPE now plays an oversIght functton of msunng that FEI, whIch IS now
managmg the Project's activittes, IS properly managmg funds m ways conSIstent WIth USAID poltcles
and procedures ThIS revIsed Improved arrangement that transpIred mIdway through the Project also
assIsts USAID because FE! IS currently managmg a LE18 millton local currency fund prOVIded by
USAID for the FE! bUIldmg whIch IS not covered by the CIPE Project and thus thIS evaluatIOn

The deSIgn and management was further exacerbated by too much reltance on CIPE project
management m Washmgton that dId not clearly understand the situatton In Egypt As a result of these
and other factors, the CIPE Project as an FEI mstitutton budder collapsed completely m early 1997
wIth the finng of almost all the USAID-funded FE! Egypttan professIOnal staff that aImed to

• Secure new legtslatton that would establtsh FEI as an mdependent busmess aSSOCIatton m lteu of Its
status as a QUANGO

• EqUIp FEI's Board and staff to become advocates for market-onented reform to the legtslattve and
executtve branches on behalfof the Egypttan pnvate sector

• Establtsh a full complement ofbusmess servIces for Egypttan firms to enable them to functton m
Egypt's globahzmg economy

• ASSIst the FEI to become fmancIally self-suffiCIent based on a voluntary membershIp m heu of ItS
eXIsttng mandatory membershtp status

Up to thIS mIdway pomt, the Project had produced several preltmmary documents mcludmg a draft
poltcy actton plan that had been mformally dIstnbuted to publtc and pnvate decIsIon-makers m Egypt
Moreover, a draft export strategy was prepared for dIscussIons at the first meetmg of the HIgh CouncIl
on Exports, whIch was chaIred by PreSIdent Mubarak The actIOn plan also prOVIded FEI posItIons
that supported pnvate sector development, when asked by the GOE or the press to comment on
certam posittons It also aImed to allow FEI leaders to aVOId poltttcal problems such as not
adequately dealmg WIth pollcy Issues as occurred when the former Chatrman of the Board was asked
to comment on the poltttcally sensIttve Issue of Intellectual Property RIghts Thus thIS Imtial poltcy
reform document prOVIded substanttal pohcy gUIdance begmnmg m the summer of 1996 when Egypt
Just began to make great strIdes m transformmg ItS economy through the first mitial explosIon of
pnvattzatton of Important, state-owned enterpnses and the reacttvatton of the Egypttan stock market
The Chatrman of the Board was operattng essenttally as a key advIsor to the GOE on how to
encourage pnvate sector mvestments, and the poltcy document was mformally CIrculated to key
publtc and pnvate sector deCISIOn makers mcludmg those on the PreSIdents CouncIl The poltcy
gUIdance allowed pnvate sector leaders to focus theIr efforts on key reforms that they felt they had the
polltlcal capItal to achIeve For example, one was the de-monopollzatton and pnvattzatlon of the
mantlme port servIces and to a lesser extent, the atrports

The catharsIs of the finngs of FEI staffled to a replacement of the CIPE country dtrector and a change
m CIPE project management m Washmgton It also led to a new Memorandum of Understandmg
(MOU) WIth FEI Also the GOE, whIch was mterested m promottng a pnvate sector mdustnal sector,
appomted new FEI leaders dIfferent from "old guard" leadershIp from the socialtst era However, the
general situatton remamed stattc after the finngs m early 1997, at whIch tIme CIPE's new project
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management and USAID made an Important deCISIOn to open up the Project's funds to pnvate sector
busmess aSSocIatIOns operatmg under Law 32/1964 and to some of the 14 specIfic FEI chambers The
new FEl leadershIp, then appeared to realIze that the grant funds were gomg elsewhere and not
exclusIvely to FEl, appeared to move mto actIon The FEl, along wIth CIPE and USAID oversIght,
regrouped and began to redesIgn the ProJect, rehIre and move ahead The new FEI leadershIp hIred
new hIghly qualIfied staff, Improved the mstItutIonal arrangement by creatmg a Project Management
Umt (PMU) m the new FEl bUIldmg, developed new operatmg and fmancIal procedures, and placed
control, dIrectIOn and mltIatIve more wIth the FEl leadershIp and less WIth CIPE Moreover, CIPE
moved theIr office away from the PMU now m the FEl bUlldmg, and subsequently acted as a
facIlItator for FEI mltIatIves ThIS new mstItutIonal arrangement placed more management on FE!
leadershIp and less on CIPE or USAID However, It gave FEI more ownershIp of the Project and
trammg for future sustamabilIty

CIPE and USAID, m an effort to further prod FEI mto actIon, set Up a watershed trammg program on
busmess aSSOCIatIon management whIch was attended by 126 persons m Cyprus, mcludmg such
EgyptIan leaders as FEl executIve commIttee member and former VIce ChaIrman Mamdouh Thabet
Melli, who was also a member of the legIslature and the EgyptIan Chamber of Commerce Mr
MekkI, whose tannmg chamber IS made up of smaller mdustnes, IS one of the Important VOIces of
smaller busmess persons m Egypt The enthUSIasm of people lIke Melli concernmg aspects of the
conference, such as IImltmg membershIp on boards of dIrectors to less than a lIfetIme, was mtroduced
to the EgyptIan Chambers of Commerce the followmg week and has subsequently sparked the
pnvatIzatIon of the EgyptIan Chambers of Commerce whIch after about 17 months appears to have
led among other pOSItIve changes to a compromIse pOSItIon m changmg ItS governance from 50 to
only 25 percent of the board members bemg chosen by the GOE 7

The FEI prOVIdes an effectIve lobby for busmess and econODllC reforms that enhance the
performance and profitability of US compames that are nsmg m number m Egypt All US
mdustrlal compames m Egypt, smce they are legally regIstered firms, are members of FEI Many new
US mdustnal companIes are expected to be opemng up operatIons m Egypt over the next few years
and would be members of FEI Also FEI IS opemng up membershIp to affilIate compames, mcludmg
banks and msurance compames, m an effort to raIse ItS revenues and thus FEI sustamabIlIty, as
descnbed more fully below Many of these new affilIates would be fully or partly US-owned such as
the US msurance gIant ALICO, whIch has already applIed for membershIp

The FEI, whIch has a close relatIOnshIp and conSIders Itself a partner to the US, after a dIfficult
start has made and contmues to make great mstItutlOnal Improvements over the past 18 months
that m turn are YIeldmg powerful econODllC, SOCIal and polItIcal benefits The US support through
CIPE has faCIlItated a process by whIch FEI leadershIp IS transformmg the orgamzatIon mstItutIOnally
mto IS one of the most powerful agents for economIC and busmess reform m Egypt WhIle stIll
transItIonal and finanCIally vulnerable as an mstItutIon, FEI IS developmg mto an organIzatIOn
proVIdmg countrywIde and sector-wIde mformatIon, busmess sefYlces and polIcy reform advocacy
that supports effiCIent pnvate sector alternatIves to the former state-dommated economy For
example, Egypt had essentIally no expenence WIth pnvate busmess aSSOCIatIons Most of the new
pnvate busmess aSSOCIatIons are at the most a few years old As a result, as Egypt transforms Itself
mto a market economy It lacks the Important role of an effiCIent network of pnvate busmess
aSSOCIatIons At thIS tIme, the expertIse prOVIded by the USAID-funded CIPE Egypt Project to FEI

7 The FE! leaders, such as Mamdouh Melli and FEI Board Chamnan Abdul Moneun Seoudt who are also
leaders wlthm the EgyptIan Chambers ofCommerce, are workIng to change the Chambers law durmg a
"transitlOn" penod to look more lIke the current FEI law ThIS IS clearly a COmprOlTI1Se between the "old guard"
ill the Chambers and the reVlSlomsts mcludmg FEI leadershIp For example, the number ofgovernment
appomted board members would declme from 50 to 25 percent ThIS IS actually less govenunent control than
the govenunent has now over FEI m whIch a thIrd of the board members from each of the 14 FEI chambers are
appomted by the govenunent, and 8 of the 24 members of the mam FEI board of drrectors are appomted by the
GOE They are not proposmg voluntary membershIp They are not proposmg pnvahzahon and replacmg of
eXIstIng GOE staff
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and other busmess aSSOCIatIOns IS the major vehIcle for developmg thIS Important network of
mstltutlOns that support Egypt's pnvate sector, mcludmg those firms owned fully or m part by US
cItIzens Thus CIPE support, partIcularly for FEI, IS a catalyst for pnvate sector change that greatly
complements and enhances the potentlal success of other US supported projects such as those
supportmg pnvaTIzaTIon, the capItal market and the proposed USAID/Egypt project that would
provIde support for pnvate sector busmess assoclatlons

The FEI IS the smgle major representative of mdustry m Egypt and has a history of
collaboratmg with the US m pohcy reforms that are Improvmg busmess conditIOns, mcludmg
those of US firms The FEI Wlth approxImately 15 thousand members IS the major representatlVe of
all Egyptlan mdustry and ItS 14, soon to be 15, chambers prOVIde m varymg degrees a sIml1ar role at
the sector level The strong and mcreasmgly Important adVlsory role of FEI Wlth the GOE IS expected
to mcrease m hght of the strong economIC onentatlon of the new Pnme MIll1ster and hIS Cabmet
Moreover, the FEI now has a strong relatlonshlp WIth the US that has been bUllt up over the past 5
years of the CIPE Project The FEI IS now one of the most effectlve lobbIes for posltlve pnvate-sector
reforms and thus IS a strong supporter of the US strategIc plan for Egypt For example, FEI's
preVIOUS leadershIp worked closely WIth the US through ItS $200 ml1hon a year Sector Pohcy Reform
(SPR) program to de-monopohze and pnvatlze mantlme port servIces and the aIrports The
pnvaTIzatlon of servIces at new port facl1ITIeS, accordmg to the FEI Board ChaIrman, has already led
to cost reductlOns of $300 per contamer These cost savmgs are expected to mcrease the global and
regIOnal competltlveness of Egyptlan-based firms, mcludmg those owned by Amencans Those
savmgs per contamer are expected to nse Wlth the further de-monopohzatIOn and pnvatlzatIOn of the
port faCIlItIes bemg supported by FE! The FEI now feels It IS a partner WIth the US m accomphshmg
these types of key reforms that are rapIdly changmg the face ofEgypt

The FEI IS now rapidly undergomg positive mstItutlOnal change and has m place a generally
excellent, profeSSIOnal and dedicated staff that prOVides extremely valuable services mcludmg
those of mterest to US taxpayers such as Improvmg the busmess chmate and Improvmg the
environment These Important servIces mclude 1) lobbymg for pohcy reforms, 2) supporTIng efforts
m marketlng and exporTIng, and 3) strengthenmg management and techmcal skIlls It also benefits
from ItS close relaTIonshIp WIth CIPE, WhICh IS among other thmgs trammg staffs of pnvate sector
busmess aSSOCIaTIOnS The FEI also has a new ongomg program deve10pmg skl1ls accredltatlOn m
conjunCTIon WIth partnershIps Wlth developed country counterparts, and an economIC and commerCIal
computenzed mformatlOn gathenng system to replace the outmoded GOE one The FEI also has an
effectIve program, supported by the addltlon of an envIronmental speclahst to Its professlOnal staff
ThIS program supported dIrectly by the Project prOVIdes mformatlon and trammg to FEI's many
pollUTIng members on how to comply Wlth EnVIronmental Law 4/1998 that went mto effect dunng
February 1998

The FEI also prOVides substantial serVices to smaller and medIUm sIZe busmesses, mcludmg
those owned and operated by women For example, the leadershIp of the approxImately 2-year old
Egyptlan Busmess Women AssocIatlon (EBWA) that represents approxImately 150 busmesswomen
mdlcated that FEI IS theIr most Important resource at thIS cntlcal early pomt m theIr assoClatlon's
development They are the only women's busmess assoClatlon m CaIro Wlth dedIcated office space
and staff for busmess aSSOCIatIOn actlvItIes They pomt out speCIfic FEI publIcatlons that are helpmg
them enhance exports by theIr member firms They also mdlcate that FE! trammg IS helpmg therr
firms become more competITIVe and theIr busmess assoclatlon to be more effectlve as a pnvate sector
lobby and as a better servIce prOVIder to therr members Moreover, thIs FE! support IS enablmg the
EBWA to support newly formed women's busmess assoclatlons m 14 Egyptlan governorates and to
play a cntlcal role as a foundmg member m a new federatlon currently bemg formed Wlth busmess
women aSSOCIatlOns m the other Arab countnes The EBWA leadershIp mdlcated that because of the
great Job that FEI IS now domg, they mtend to Jom FEI as a dues-paymg aSSOCIate member when It IS
formally allowed
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The FEI, through Its overlappmg leadershIp and through US-funded CIPE trammg m managtng
developmg busmess assocIations, IS at least mdrrectly supporttng the hIgh-profile pohtIcally sensItIve
posItive transformatIon, or as some EgyptIans say "revolutIOn," currently takmg place m Egypt's
Chambers of Commerce as dIscussed above These new changes that are expected to be mcorporated
ill the new by-laws would lower the percentage of appomted leaders and for the first tIme ill Egypt's
hiStOry, allow women to be members m the EgyptIan Chambers of Commerce which now has an
estImated 3 mIlhon members In contrast, busmesswomen up to now have been partlcularly
supportlve of FEI that, unhke the EgyptIan Chambers of Commerce, have women among some of the
14 Chambers' boards ofdirectors

The FEI IS takmg full advantage of the econOmIC orientatIOn of the new PrIme Mmlster and
Cabmet to push for an acceleratlon of econOmIC pohcy reforms that will make It easier for new
US mvestments and for eXlstmg US busmesses More generally, the FEI conference last May that
unveIled ItS FEI natIOnal busmess agenda was attended and applauded by over 700 attendees, many
who has actlvely worked on parts of the agenda m groups that often totaled more than a hundred
busmess persons Eight key EgyptIan mmisters dealIng WIth economIC and commercIal matters
attended seSSIons dealmg WIth theIr areas The FEI IS actlvely followmg up thIS reform agenda For
example, dunng the past week, about 80 FEI members met WIth the new MmIster of Fmance to argue
for speCIfic key reforms and rationahzation of Egypt's mdustnal tax law ApprOXImately 60 members
met WIth the new Mmister of CommunIcations to free up access and centralIZe econOffilC and busmess
mformation for all FEI members, mcludmg US compames They are also lobbymg for upgradmg
computer trammg and servIces, and m adopnng protection of Intellectual Property RIghts, whose law
IS expected to be passed dunng FIrst Half 2000 Speedmg up the passage of reforms, for example, on
labor alone would more than Justify the approxImately $10 ffillhon spent on thIS Project over the past
5 years If the Project stops on 31 December 1999, total fundmg WIll be below the over $13 mIlhon
expected amount on WhICh FEI leadershIp based theIr plans and whIch they felt would prOVIde a
safety net for thIS cntIcally senSItIve tranSItion penod whIle FEI was becommg a truly representatlve
pnvate-sector busmess aSSOCIation

Moreover, USAID fundmg would be transItIOnal as FEI IS rapidly movmg toward and soon
expects to be self-sustammg The new USAID-funded FEI bUIldmg, a source of pnde and affectIOn
for the US, IS expected to be fmIshed m November 2000 and IS expected to generate substantlal
mcreased revenues from office space and other facIhty rentals as pomted out m the FEI fmancial
sustamabIhty plan In addItion, as pomted out earher, membershIp IS mcreasmg m number and
membership fees are mcreasmg m amount for all SIze categones, WIth the largest 150 to 200 member
firms mcreasmg therr current annual fees from a range of LE 2,000 to LE 3,000, dependmg on the
mdustnal chamber, to a unIform LEIO,OOO and the smallest member firms membership fees are nsmg
from LE 50 to LE 200 Moreover, the 3,000 to 5,000 new factones under construction Will also be
substantially enhancmg the membershIp base Another source of mcreased revenues IS expected to be
the trammg seSSIOns that are VIewed by members and theIr affihates and other busmess aSSOCIations as
extremely valuable Fees for these seSSIons are expected to nse All of thIS IS expected to soon make
FEI finanCIally sustamable

WhIle FEI has not yet been privatIzed, It certamly acts hke a prIvate sector busmess aSSOCiatIOn
and prOVIdes key serVIces sImIlar to a private sector aSSOCIatIOn The Chairman of the Board
expects FEI to be privatIzed by June 2000 Its new law to pnvatlze has been drafted and reVIewed
and the hIghly effective Charrman of the Board expects It to be passed durmg FIrst Half 2000 A
major reason that FEI was not pnvatlzed over the past year as pomted out above has been because of
the FEI leadershIp's mvolvement WIth the pnvatization revolutIOn that has taken place m the Egyptian
Chambers of Commerce, representing an eshmated 3 mIllIon persons That actiVIty has led to a
compromIse pOSItion between the revolutlonanes, led largely by FEI overlappmg leadershIp, and
those representlng the status quo The unexpected wmdow of opportumty for revolutIomzmg the
Chamber of Commerce has led to the lag m passmg the new FEI pnvatizatlon law Much pohtical
capital IS bemg spent by FEI leadership m pnvattzmg the Federated Egypttan Chambers of
Commerce, where GOE appomtments to leadershIp poslttons IS now expected to drop from 50 to 33
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percent, and thus power has shIfted to pnvate sector representatIves ThIS IS expected to nse to 100
percent pnvate sector representatIon after a relatIvely short transItIonal penod As pomted out above,
for the first tIme m Egypt's hIStOry women wIll be allowed to be members m the EgyptIan Chambers
of Commerce

GIven domestIc polItIcal realItIes and the spmt of compromIse m Egypt, passage of the new
pnvatIzatIon lawS for FE! may reqUIre a transItIon penod dunng whIch there IS but token GOE­
appomted leadershIp Passage of the new law has been postponed because of polItIcal uproar and
FEl's spent polItIcal capItal on pOSItIve reform efforts takmg place wlthm the EgyptIan Chambers of
Commerce Moreover, the FEI IS much more mstItutIOnally developed and effectIve So FEI does not
want ItS pnvatIzatIon law ratIfied at the same tIme as that of the Chambers for fear Its passage dunng
thIS penod would dIlute ItS pnvate sector provlSlons If the FEI law IS passed m the commg
legIslatIve penod, or the next, It appears that the USAID CIPE/Egypt Project WIll have led to the
pnvatIzatIon of both the FEI, WIth Its estImated 15 thousand mdustnal firms, and speeded up the
pnvatIzatIon of the EgyptIan Chamber of Commerce WIth ItS 3 mIllIon members

Other donors, mcludmg the European Commumty (EC) and m partIcular Germany, are
already positlOmng themselves to fill the expected vacuum that would occur WIth curtaIlment of
the CIPE program Moreover, FEI leadershIp has mdlcated that It would be a shame for the US not
to fimsh a job well done and at the end relInqUIsh therr key role to the EC and speCIfic countnes such
as Germany Accordmg to GOE offiCIals, a SImIlar event occurred recently WIth Germany's attempt
to fill a vacuum from the perceIved pull out by the Amencans from Egypt's Publtc Enterpnse Office
Such an effort would more lIkely lead to "pnvate" busmess aSSOCIatIons more on the German lmes
For example, all German mdustnal firms are reqUIred to be members of ItS mdustnal assocIatIon, as IS
now the case now for FE! Thus, one of the Project's key goals of aVOIdmg mandatory membershIp
mIght not be achIeved If CIPE fundmg IS termmated ThIS forced membershIp would undermme one
of the FE! leadershlps' mam alms of establtshmg voluntary membershIp Replacmg the US WIth the
German approach of mamtammg mandatory partICIpatIon m FE! expectedly would contInue to
exclude the mformal sector, estImated to produce more than half of all productIon m a number of
sectors, by mamtammg one more bureaucratIc cost m the form of FEI membershIp costs ThIS would
dIscourage them from formally reglstermg as a busmess and becommg legal

Lessons learned for thIS Project are based on the problems, partIcularly m the mltIal part of thIS
Project, and the substantIal tnumphs throughout the Project The extraordmary gams of the Project
are related to the fact that even small tnumphs or benefits m an Important mfluentIal organIzatIon ltke
the FEI can have WIde rangmg benefits that go substantIally beyond FEI Itself Small gams m polIcy
reform m just one key area lIke labor reform or pnvatlzatIon can by Itself greatly outweIgh the relatIve
small costs of thIS Project compared to the economIC gams assocIated WIth a country of over 60
mIllton Moreover, those benefits encompass polttlcal and SOCIal benefits m addItIon to economIC
benefits, and often mfluence the mstltutlonal development of other key organIzatIons A key example
IS the Project's Impact on the EgyptIan Chambers of Commerce whIch IS expected to have the SOCIal
Impact of allowmg women for the first tIme mto leadershIp POSItIons, the polItIcal Impact of reducmg
GOE appomted members from 50 to 25 percent and thus a mmonty control, and the economIC and
mstltutlOnallmpact of ultImately elImmatIng the past appomtments for lIfe WIth two 5-year terms that
should make that orgamzatIon more responSIve and useful to ItS estImated 3 mIllIon members Other
key lessons learned dunng thIS Project mclude

I) have personnel m country that understand well the concept of a representatIve busmess
aSSOCIatIon and how It works,

2) have authonty and management m the hands of the ExecutIve Board of the aSSOCIatIon, and not m
the hands of the Project managers who should oversee and faCIlItate,

8 The FEI leadershIp prefers to use "Independence Law" as they feel that pnvatIzahon IS more relevant to a
state owned enterpnse that IS bemg transferred or sold to the pnvate sector
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3) aVOId placmg two categones of workers together m close proxllmty when one group are paId
substantIally less than the other group,

4) antICIpate ImtIal start up costs oflearnmg to work m Egypt,
5) provIde qualIty products or servIces, and place realIstIcally tImed goals mto the Project

In sum, the consensus among all busmess groups m Egypt IS that FEI IS not Just another busmess
assocIatIon Through the USAID-funded CIPE Project, FEI IS now one If not the most dynamIC and
mfluentlal busmess assocIatIons m Egypt Moreover unlIke any other, FE! speaks for all EgyptIan
mdustry Its Importance for US busmess, for example, was reflected by the new ExecutIve DIrector of
the AmerIcan Chamber of Commerce who mdlcated AmCham's effectIveness would be substantIally
curtaIled If FEI, theIr partner m reform, cut back ItS servIces and lobbymg efforts and was allowed to
regress to ItS pre-CIPE state Cuttmg back US support at thIS cntIcal pomt m FEI tranSItIon could lead
to a collapse of thIS stIll transformmg busmess assocIatIon More lIkely, the VOId WIll at least partly
be filled by the European Umon and partIcularly the Germans whose VIew ofprIvatIzatIon, m contrast
to FEI's under CIPE support, IS mandatory membershIp Thus, IfFEI does prIvatIze, It could lIkely be
mconslstent WIth the US verSIOn of pnvatIzatIon Moreover, there IS a chance that the cut m US
fundmg could lead to a complete collapse of the mstItutIon ThIS m fact occurred already
approxImately mIdway through thIS Project The enormous expected benefits assOCIated WIth
contmued fundmg of thIS ProJect, or an alternatIve through an expected short tranSItIon perIod, greatly
outweIghs the relatIvely small costs of thIS Project whIch are very low compared to overall US
support fundmg levels for Egypt Moreover, to the extent FE! contInues to strengthen the EgyptIan
economy, overall USAID fundmg support can be curtaIled more qUIckly

MaID RecommendatIOn USAID should contmue to support FEI through the CIPElEgypt
ProJect, or a SUItable alternatIve, and prOVIde more tIme for ItS transformatIOn to a prIvate
sector busmess aSSOCIatIon WIthout mandatory membershIp Any declSlon to cut the fundmg of
thIS ProJect, so popular among almost all segments of the EgyptIan busmess communIty, would be
premature and rIsk cutbacks of many of FEI's most Important serVIces mcludmg ItS key role as an
advocate of polIcy reform The hIgh expected benefits of thIS Project would greatly outweIgh the
costs, whIch over the past five years have totaled about $10 mIllIon

ExecutIve Summary XI
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I BACKGROUND AND PROJECT DESCRIPTION

111 Improved State ofthe Emt1an Economy Dnnm;: LIfe of ProJect

When the Project began m 1994, lIttle pnvatIzatIon had begun and Egypt's prelmunary reforms were not
yet attractmg new mvestments Econormc growth rate was low In contrast, Egypt's economy IS now
robust and growmg at rates expected to be m the 5 to 6 percent rate per aIIDum The EgyptIan economy IS
mcreasmgly market onented and now focused on openmg up the country to foreIgn trade as reflected m
the late 1998 deCISIon to de-monopolIZe and pnvatIze mantIme port faCIlItIes ThIS current and healthy
economIC structure WIth the pnvate sector mcreasmgly allocatmg more of EgyptIan resources contrasts
dIrectly to the begmnmg of the Project m 1994 when the economy was pnmanly state-controlled That
economy was ushered out through Egypt's successful structural adjustment program that began m 1991
m cooperatIon WIth the World Bank and InternatIonal Monetary Fund (IMP) As a result of successful
development, Egypt concluded the formal IMF structural adjustment program on 30 September 1998

The IMP country assessments typIcally tend toward bemg too conservatIve and cntIcal The IMP,
however, proVIded a very pOSItIve overvIew of the state of the EgyptIan economy as the GOE
approached the termmatIon of the formal part of ItS structural adjustment process and the contInuatIOn
of the economIC transformatIon under stnctly EgyptIan stewardshIp The IMP assessment, WhICh
reflects a very healthy state of the EgyptIan economy, begms as follows

By the standards of recent expenence WIth economIC stabIlIZatIOn, Egypt m the 1990s
IS a remarkable success story Determmed macroeconomIC polIcy, together WIth
some favorable external developments, has brought much reduced mflatIOn, led to
Improved pubhc fmances, a stable currency, and a strengthened bankIng system,
together WIth a sound balance of payments pOSItIon On the heels of a severe
contractIon m 1991/92-1992/93, gIVen yearly populatIon growth of over 2 percent,
there IS now mcreasmg eVIdence of renewed pnvate sector confidence manIfested m
nsmg mvestment, acceleratIng growth, and mcreased mcomes

Agamst the background of ImpreSSIve progress on stablhzatIon, there has also been a
remvIgoratIon of a program of structural reform The obJectIve, most eVIdent smce
1996, has been to promote pnvate sector development and roll back the once
pervaSIve scope of state controls BUlldmg on reforms Implemented earher m the
decade, conSIderable progress has been made m pnvatIzatIon, deregulatIng protected
sectors, reducmg dIstortIons from pncmg and subSIdy polICIes, and removmg other
obstacles to trade and mvestment Pnvate mvestment IS respondmg pOSItIvely to
hberalIzatIon and IS mcreasmgly the motor for growth 9

The EgyptIan economy contInues to Improve steadIly smce thIS 1998 IMP assessment, as venfied m such
documents as the USAID-financed InternatIonal Busmess and TechnIcal Consultants, Inc (IBTCI)
quarterly reVIews for the first and second quarters of 1999 Egypt's economy IS expected to contInue
growmg as a result of the GOE support for pnvate sector development of whIch one Important
component IS the modernIZatIon, development and pnvatIzatIon of FEI, and Its Importance m leveragmg
support for the pnvate sector tranSItIon of other busmess aSSOCIatIons through overlaps ill Its membershIp
such as the case of the current "revolutIon" ill the EgyptIan Chambers of Commerce, through trammg and
illformatIon on how pnvate sector busmess aSSOCIatIons operate m modern mIXed econOlTIles and through
such areas as advocacy of pohcy reform The GOE ill partnershIp WIth the pnvate sector has mcreased
the level of real econOlTIlC growth and contmues to adhere to the foundatIon set by the IMP structural
adjustment program by supportmg a greater role for the pnvate sector, whIch remams the one constant
pnnclpal polIcy dIrectIve throughout the transformatIon

9 IMF, Staff Team led by Howard Handy, Egypt. Beyond StabIlIzatIon, Toward a Dvnanuc Market Economy,
WashIngton DC, May 1998, pI
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Egypt's economy was long consIdered weak, supported by Amencan aId flowmg from the 1979 Camp
DavId Accords and foreIgn currency earned from the Suez Canal and tounsm 11us perceptIOn IS rapIdly
changmg The GOE, under PresIdent Hosm Mubarak, strengthened Egypt's fmances, lowered ItS budget
deficIt to one percent of Gross DomestIc Product (GDP) and cut mflatIon to about five percent annually
Consequently, mvestors see Egypt as a promlsmg emergmg market WIth mcreasmg demand and
economIC growth at 5 to 6 percent Steady economIC growth IS expected m the future gIven Egypt's
foreIgn currency reserves, estImated last Spnng at around $20 bIllIon 10 Moreover, foreIgn mves1rnent
spurred by robust economIC growth, estImated at 5 7 percent last year, reached $2 5 bIllIon m 1998 Key
mdustnal sectors, such as pharmaceutIcal, consumer-products, and bUIldmg-matenal companIes, led thts
mternatIonal mves1rnent mterest Overall, the pOSItIve economIC trends and mcreased foreIgn mves1rnent
are conSIstent WIth the objectIves attnbuted to the major USAID strategIc mItIatIves, of whIch support of
FEI has been a key component

A major goal of the Project not yet achIeved IS hIgher nontradItIonal exports But, substantIal polIcy
reforms contInue to remove legal and regulatory bamers and Improve mstItutIonal support for external
trade, mc1udmg a new law to allow the prIvatIzatIon and de-monopolIzatIon of the GOE monopoly on
mantIme port sefVlces that has long been an anathema for mternaoonal trade m Egypt Support from the
CIPE/Egypt PrOject to modernIZe FE! and support the development of Egypt's new buddmg busmess
aSSOCIatIons IS expected to conSIderably support future EgyptIan exports

I 1 2 Pro2ress Across Many Areas

A cntIcal element of Egypt's macroeconomIC success has been ItS pnvate sector development, whIch has
been supported by key market reforms m fmance, tax polICIes, and mternatIonal trade and m mstItutIonal
development These reforms and other proposed one have been advocated by such organIZaoons as FEI
that has been supported by thIS Project Dunng the course of the Project, FEI under the leadershIp
mltIally of ChaIrmen Mohamed Fand KhamIs and later Abdel MoneIm SeoudI, former VIce ChaIrman
Mamdouh Thabet Mekkt and current VIce ChaIrman Ahmed Ez, and others, have been mstrumental m
ShIftIng economIC polICIes to support the pnvate sector These leaders have good baSIC mshncts but are
not tramed m economIC polICIes and were not aware of avaIlable mformaoon and studtes, but know what
IS undermmmg the profitabIhty of therr own frrms and those of the FEI members ThIS Project proVIded
FE! leaders them WIth the substantIve mformatIon they needed for dealmg WIth the GOE and the press m
theIr roles as advocates ofpolIcy change

As the rest of the economy faltered m the early 1990s, success m pnvatIZmg the agnculture sector
ushered m market reforms, whIch supported efforts to contInue developmg the pnvate sector m Egypt's
mdustnal sector, mcludmg such USAID funded projects as prIvatIzatIon and the development of the FEI
The pnvanzatIon work m the mdustnal sector offiCIally began m 1991 WIth Egypt's Econonuc Reform
and Structural Adjustment Program (ERSAP) The World Bank and IMP proVIded over $10 bIllIon m
debt relIef for successful comphance WIth reforms, ofWhICh pnvahzatIon was a key component Imoally,
non-agncultural pnvatIzatIon between 1991 and through 1993 was lImIted to small enterpnses at the
governorate level and seven lIqUIdatIons ofLaw 203 frrms At the orne, however, sales to foreIgn anchor
mvestors were stIll polItIcally unacceptable Efforts m thIS area were mloally left uncompleted
However, pnvatIzatIon mcreased m number m the mItIal years ofthts Project from 1994 through 1998,
dunng whtch 93 former GOE-owned Law 203 AffilIated CompanIes (ACs) were pnvanzed By 31
December 1998, 16 of 23 former GOE-maJonty owned jomt venture banks had also been pnvaozed
Currently, the GOE IS trymg to sell Its remammg ACs and ItS shares m more than 363 Jomt venture frrms
One of the great tummg pomts m the transformatIon of the mvestment clImate was the GOE polItIcal
deCISIOn to sell maJonty shares of a number of Its key mdustnal ACs to EgyptIans In domg so, the
Egypoan stock market was reactIvated The frrst publIc offermgs of Law 203 ACs reVItalIZed Egypt's
stock market, whtch had been dormant for over three decades

Today, these former ACs form the backbone of shares traded on the Egypoan stock market and have
boosted market capltalIzaoon from LE14 bIllIon m 1994 to LE91 bIllIon as of 28 February 1999
Moreover, the stock market has attracted mcreasmg mterest from foreIgn mvestors For example, the

10 TIus figure has reportedly dropped m subsequent months dunng the current slump that has led to shortfalls m
foreIgn exchange
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value of shares traded by foreIgners represented 35 percent of the total value of shares traded from March
1996 through February 1999 The nsmg mterest of foreIgn mvestors was demonstrated dunng Fourth
Quarter 1998 when the value of shares traded by foreIgn mvestors rose to 42 percent of the total market
value Thus, foreIgn mvestment IS substantIally helpmg to mamtam or at least lessen the drop of market
values m the EgyptIan Stock Market VIs-a-VIS the share values mother emergmg markets The resurgmg
stock market IS one reason why talented EgyptIans, WIth expertIse m mvestment and who had emIgrated
to the West or the Gulf, are now returnmg to Egypt The reactIvated stock market and asSOCIated
pnvatIzatIon m Egypt are major factors m changmg mvestors' attItudes

The GOE, WIth the advIce of leaders of FEI and other busmess assocIatIons, IS contlnumg to strengthen
the processes for lffiprovmg the underlymg legal and regulatory structure for pnvatlzatIon, as documented
m SectIon VI of the IBTCI quarterly reVIews for fIrst and second quarter 1999 For example, laws have
recently been enacted that permIt the pnvatIzatIon of the BIg Four GOE-owned commerCIal banks, that
control over 80 percent of Egypt's demand deposIts, the GOE-dommated msurance fIrms, and the GOE
monopohes of marItIme port seTVlces The leadershIp of FEI WIth CIPE support was a key factor m
ellffimatIng the monopolIes the mantIme port seTVlces Legal reforms now permIt penSIOn funds of the
GOE employees to be mvested m the pnvate sector, rather than m Just GOE-owned enterpnses In
addItIon, the mdustnes that were formerly consIdered strategIc and off-l1ffi1ts to pnvatlzatIon only four
years ago, m sectors such as mantIme ports, power, telecommunIcatIons, arrports, roads, raIlroads,
potable water and other publIc utIlItIes and seTVlces, are now bemg pnvatIzed or developed through the
pnvate sector Many ofthese mdustnes are closely affilIated WIth FEI member rndustnes

The lIberalIzauon of trade and the stabIllZatIon of the macro-economy are bemg complemented by
numerous other legal, regulatory and mstItutIonal reforms that have dramatIcally Improved the market­
and mvestment-cllffiate m Egypt These reforms are takmg actual producuon and SerVIce proVISIon out of
the hands of the GOE, whIch can now focus ItS llffiIted managenal capacIty on the type of mdlCauve
plannmg carned out m modern mIXed market econOffiles Many of the reforms have been and are
expected to be carned out by FEI support such as ItS natIonal busmess agenda The WIde range of new
developments m thIS area over the past year IS well documented m SectIon VI of recent IBTCI quarterly
reVIews Thus, past reforms have ushered m Egypt an econOlIDC resurgence whose sustamabIlIty reqUITes
contInued econOlIDC reform and mstItutIonal development

I 1 3 CIPElEgypt Support for FEI IS part of a USAlD Strateelc Approach that has ConSIstently
Supported EgyptIan PrIvatIzatIOn and PrIvate Sector Development to Great Effect Smce
the Later 1980s

The USAID conSIstently supported Egypt's excepuonal and steady transformauon from a publIc sector
dommated economy to one relymg more heaVIly than m the past on the pnvate sector and market SIgnals
ImtIally, USAID, whIch had a long producuve workmg relatIonshIp WIth the MmIstry of Agnculture and
Land ReclamatIon, proVIded substantIal fInanCIal and techmcal support to the GOE as It began pnvat1zmg
agnculture m the mId-1980s

ThIS major effort was followed WIth USAID-supported studIes to contInue pnvatIzmg agnculture, as well
as studIes and efforts to begm pnvauzmg and modernlZrng Egypt's mdustnal and frnancIal sectors and
create a sohd polIcy and msututIonal enVITonment for the expandmg pnvate sector WhIle thIs was not
USAID's pnmary area of TechnIcal AsSIstance (TA), lIke agnculture, the prellmmary studIes for the
pnvauzauon of the mdustnal and fmancIal sectors anucIpated the collapse of Egypt's state controlled
macro-economy by the early 1990s By 1991, USAID, through Its TA program, was prepared to support
the GOE's ERSAP and the WIde rangmg reforms prescnbed by the World Bank and the IMF, mcIudmg
substanual ones m pnvatlzatIon, whose complIance would allow Egypt to achIeve maSSIve foreIgn debt
reductIon Consequently, USAID was well posItIoned to take advantage of thIS wmdow of OPPOrtunIty
for transformmg the EgyptIan economy

In terms of the number of pnvauzatIons and thus the general transfonnatIon of the economy, Egypt had
achIeved lImIted success by spnng 1994, m part because the process was berng dnven less by Egypuans
and more by donors, m dITect contrast to pnvatlzauon and pnvate sector development m Eastern Europe
or former SOVIet countnes AddItIonally, there was lIttle publIc support rn Egypt for pnvatlzauon,
partIcularly by the polItIcally powerful mdustnal work force However, two external factors contnbuted
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to the acceleratlon of the pnvatlzatlon process The Pans Club's decIsIon for full reductlon of the
remammg thIrd tranche of over $10 bIllIon m debt relIef to Egypt for ItS successful complIance With
economIC reforms was a key component to pnvatlzatlon facIlItatIon Also, thts huge debt reductIon,
purportedly assocIated With complIance With polIcy reforms, was provIded m full m the summer of 1994
and m large part for polItlcal reasons assoCIated With Egypt's cntlcal support dunng the Gulf War ThIS
maSSIve debt relIef was the last monetary "carrot" for pnvatlzatlon that would be provIded by the World
Bank or IMF Essentlally, thIS left USAID, With Its $200 mIllIon a year Sector PolIcy Reform (SPR)
project and ItS avaIlable fundmg for other key TA for the pnvate sector, as the pnmary support for
helpmg Egyptlan declSlon makers to contlnue and to focus on the most Important areas of pnvatIzatlon
and pnvate sector development

PnvatIzatIon reforms, as led by USAID, were carefully supportIve of the World Bank and IMF polIcy
recommendatlons However, by workmg closely WIth the GOE and pnvate sector polIcy advocates to
lImIt the reforms to a doable number m the most trnportant economIC areas, the USAID SPR program
supported GOE efforts to focus pnvatlzatlon on those areas With the hIghest economIC and SOCIal payoffs

Furthermore, the USAID SPR cash for polIcy reform program contlnues to channel at least $50 mIllIon
annually for complIance With the mutually agreed upon GOE pnvatlzatlon and pnvate sector
development reforms, wmch IS stIll the pnmary short-nm fmanclal mcentIve for the GOE to contlnue
pnvatlzatIon The rest of the SPR funds support mutually agreed upon market polIcy reforms to lIberalIze
fmances, raIse the tax base, and open up the Egyptlan economy to mternatIonal markets These SPR
reforms have reqUIred TA that m turn has been supported over the years by a vanety of other USAID TA
programs A smaller funded TA program proVIded help m areas of publIc promotlon, orgamzatlonal
development and polIcy reform m support of the SPR project ThIS TA atrned to enable the GOE to reach
the polIcy targets set out by the SPR project The concept of cash for polIcy reform assocIated With the
SPR project was later mcorporated m the four-year $200 mIllIon USAID-funded Agncultural PolIcy
Reform Project (APRP), almmg to remove polIcy barners to pnvate enterpnse m agnculture

Thus, USAID became the pnmary supporter of pnvatIzatlon of the publIc enterpnses m the mdustrIal
sector, wruch contamed only eIght percent of the work force but held the key to Egypt's full econOmIC
tranSItIon mto mtematlonal markets In was m also m thIS area that the USAID-funded CIPElEgypt
Project supportIng FEI was expected to proVIde addItIonal support for the development and
modernlZatlon of Egypt's mdustrIal sector StrnIlar to the start of the ERSAP program, USAID support
was m place when the polItlcal OPPOrtunIty arose m 1994 to make a gIant step m pnvatIzatlon and to
accompany actual pnvatIzatlon WIth a major polItIcal advocacy for both the actual pnvatlzatIon and for
developmg the busmess clImate that has now led to Egypt's economIC renaIssance As the polItlcal
wmdow of OPPOrtunIty opened, the GOE deCIded to pnvatIze key Law 203 ACs through publIc offermgs
on the stock exchange ThIS process from June 1994 to June 1995 and was funded by the USAID
PnvatIzatlon Project Thus, CIPE-Egypt Project prOVIded much of the cruCIal complementary leadersmp
and polItICal support for the polIcy and mstItutIonal reforms that supported the pnvatIzatlon effort That
support IS stlll strong as seen m the explICIt pnvatIzatlon proposals dIscussed m FEI's May 1999
conference polIcy agenda that has been followed up by meetlngs WIth the relevant unveIlmg Its recent
mmlsters

12 Project DescriptIOn

I 2 1 OvervIew of FEI and Efforts for Its Re-PrwatJzatIon

The FederatIon ofEgyptlan IndustrIes (FEI) IS the oldest busmess federatlon m the MIddle East
EstablIshed almost 80 years ago, FEI IS also the premIer mdustrIal busmess federatIon m Egypt With
almost 15 thousand member companIes encompassmg all legally regIstered small, medIum and large
mdustrIes as represented through ItS 14, soon to be 15, sector chambers Talaat Harb, founder ofEgypt's
natlonal pnvate sector mdustry durmg foreIgn dommance ofEgypt's economy, establIshed FEI ongmally
as a non-governmental organIzatIon However, FEI dId not escape the natlonalIzatlons of the 1950s and
1960s, when It affilIated With the Mmlstry ofIndustry ThIS affilIatlon, durmg a penod ofcentralIzatIon,
along With dommance of the publIc sector WIthm Its membersmp base, and the lack ofmanagement
systems and human and fmanclal resources capable ofdelIvenng servtces, transformed FEI from a real to
a symbolIc representatlve of Egyptlan mdustry Smce ERSAP began m 1991, led by forward thmkmg
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pnvate sector onented leaders appomted by the GOE, FEI began to rectIfy Its status from a socialIst
orgamzatIOn to a busmess assocIatIon that has acted m some ways lIke It was a pnvate sector busmess
aSSociatIon ThIS transformatIon began m earnest wIth the USAID-funded CIPE Egypt Project

After CIPE's begmnmg m 1994 to conceptualIze the ProJect, USAID/Carro and the FEI m 1995 agreed
that Egypt's pnvate sector mdustnalIsts needed a more effectIve VOIce m Egypt's development decIsIOns
than the eXIstIng FEI could prOVIde They agreed that CIPE, an affilIate ofthe US Chamber of
Commerce, would be brought m by USAID under a CooperatIve Agreement to aSSIst FEI m ItS
transformatIon mto a voluntary membershIp based busmess aSSOCIatIon able to proVIde Its members WIth
valued SerVIces COmmItment to the Project was taken WIthm the context of the overall reform package
that USAID was urgmg PreSIdent Mubarak and hIs admmIstratIon to undertake

SpeCIfically, USAID and the GOE strengthened ItS resolve that pnvatIzatIon of EgyptIan mdustry was
requrred for ItS future development In thIS context both the Egypnan government and USAID concurred
that the reVItalIzatIon of the FederatIon ofEgypnan Industry (FEn and Its pnvanzanon were a key part of
overall reform, as resource allocanon shIfted toward pnvate sector deCISIOn-makers ThIS message was
conveyed to the FEI's Board ofDrrectors by the USAID MISSIOn Drrector at a FEI Board meetIng m
September 1995 and by the US Ambassador m subsequent meetIngs

The ProJect's mItIal goals were to

• Secure new legIslatIon that would establIsh FEI as an mdependent busmess aSSOCIanon m lIeu ofthe
eXIs1:Ing quasI-publIc status

• EqUIp the FEI Board and staff to become advocates for market-onented reform to the legIslanve and
execunve branches on behalfofEgypt's pnvate sector

• EstablIsh a full range ofbusmess serVIces for frrms m Egypt to enable them to funcnon m a more
global economy

• ASSISt FE! to become fmancIally self-sufficIent based on a voluntary membershIp m lIeu of Its
eXIstIng mandatory membershIp status

The FEI's leadershIp agreed to act based on the above goals However, much mternal debate about thIS
major change contInued throughout the Project penod Much debate stemmed from concerns that an
mdependent FEI, stnpped of Its GOE subSIdy, such as Its mandatory membershIp, could not be sustamed
At several pomts m the ProJect, these debates rose and threatened to undermme the entIre PrOject At the
mSIstence of CIPE's Board and USAID's leadershIp m Carro and after the mInal Project had collapsed,
FEI fmally agreed to carry out the plan ofactIon

I 2 2 ReVIew of CrIteria for PrIvatizatIOn of Busmess AssocIations

ThIs subsecnon based on CIPE documentanon clanfies the defimnon of "pnvatIzanon" by descnbmg the
fixed and vanable cntena for what It means for a busmess assoclanon to be pnvatIzed Thus for FEI to
be pnvatIzed reqUIres the two fixed cntena to apply to FEI In the case ofthe USAID-funded ProJect,
there IS an addItIonal cntenon that membershIp be voluntary ThIs IS an appropnate addInonal
qualIficanon for Egypt because of the WIdespread mformal sector actIVItIes that make It dIfficult to gather
mformatIon for makmg ranonal deCISIOns The goal of the FEI has been to transform Itselfmto a
busmess associatIon WIth no GOE appomtees and m whIch all membershIp IS voluntary However, whIle
thIs may be the Amencan cntenon for pnvatIzanon, It IS not necessanly that of other countnes An
aSSOCIatIon carmot be an effecnve force for polIcy reform, and at the same 1:Ime rely on the government to
enforce mandatory membershIp Or m other words, a mandatory membershIp aSSOCIatIon IS lImIted m ItS
abIlIty to lobby effecnvely

The fixed cntena for pnvatIzatIon are SImply

1) Self-governance ThIS mvolves total mdependence from the government or other organIzatIons m all
governance aspects, mcludmg, but not lImIted to the deCISIon makmg process, hInng ofstaff,
budgetIng, etc and
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2) Democratic electIOns ElectIOn ofthe board ofdrrectors, mcludmg the chaIrman and lus depuTIes,
should anse from the grass root membershIp base However, due to the UnIque structure ofFEI, It IS
expected to have appomted members withm ItS board to compensate for themaTIC and geographIc
representaTIon as well as techmcal expertIse

Other cntena for bemg pnvaTIzed are not necessary For example, two major vanable cntena of
pnvaTIzaTIon are

1) Membership The FEI IS SImIlar to the Gennan model ofmandatory membershIp With nommal dues
offenng voluntarIly paId qualIty servIces ThIS guarantees a large membershIp base mcludmg all
Small and MedIUm Enterpnses (SMEs) With no consIderable fmanclal burden to members, and

2) Fundmg from Government Debate on Impact of accepnng fundmg from any orgamzaTIon,
governmental or otherwIse on self-governance IS a connnuous one Examples ofpnvate aSSOCIaTIons
recelVlng fundmg from therr govemments mclude the German Chamber of Commerce

Although FEI does not receIve, at present, drrect fundmg from the GOE It receIves funds for Its projects
and aCTIVITIeS from foreIgn governments such as those ofthe USA, the EU, Germany and Denmark The
FEI elected to accept fundmg from the GOE or any other country, when such fundmg IS uncondITIonal
and does not mterfere WIth ItS self~governance

I 2 3 The CIPE E2YPt Project to Strenlrthen FEI

1231 A2reements and Workplans

The GOE and Government of the Umted States agreed to Implement thIS USAID ProJect, begmnmg on
August 30, 1994, WIth a cooperaTIve agreement between the UnIted States Agency for mternaTIonal
Development (USAID) and the Center for InternaTIonal Pnvate Enterpnse (CIPE) The TA would aIm to
modernIZe the FEI m order to become a representaTIve and advocate of Egypt's pnvate sector The
aSSIstance proVIded by USAID was based upon the GOE's expressed desrre to pnvatJ.ze the FEl and allow
It to prOVIde needed ServIces to Its then 13, now 14, mdustnal chambers and therr member frrms 11 In
early 1995, CIPE establIshed an office Wlthm the FEI and maugurated the TA m Carro Subsequently,
there have been a whole senes of mcremental cooperaTIve agreements and amendments, memoranda of
understandmg, and workplans that layout the baSIC goals, purposes and workplans that have drrected thIS
project The baSIC agreements are laId out broadly m the remamder of SeCTIon II and the fmdmgs are
presented m SecTIon III

In March 1996, CIPE and the FEl SIgned an MOU ill whIch CIPE and FEI agreed to collaborate ill

managmg the Implementation of a strategIC workplan The MOU was mtended to Implement the
prOVISIons of the CooperaTIve Agreement between USAID and CIPE In essence, the MOU outlmed the
mstituTIonal relaTIonshIp between the eIPE and FEI's leadershIp requrred to Implement the Project The
nature of thIS miTIal relaTIonslup IS descnbed as follows

All fundmg for FEI management and admmistrative expenses and workplan program
costs wIll pass through CIPE to msure the hIghest degree ofaccountabIlIty cost effiCIency
and comphance WIth USAID polICIes and procedures Gradually, as the FEI staff
members are tramed and rehable fmancIal procedures and controls are mSTItuted, CIPE
WIll delegate greater deCISIon makmg authonty to FEI whIle remammg the finanCially
responSIble party 12

Durmg the latter 9 months of 1996 and 1997 several developments at the FEI affected progress on the
Project COnflICt on the FEI Board of Drrectors led to finng the rnaJonty of staff hrred to work on the
Project Subsequently, electIon of a new Board of Drrectors produced a SIgnIficant change m FEI's
leadershIp The CIPE took aggresslVe actIon to get the Project back on track and make up for lost

II Subsequently, a fourteenth chamber was created when pharmaceutIcals spht from the chenucals mdustnal
chamber
12 Amendment No 4, 28 February 1996 of CooperatIve Agreement 263-02250A-000-4083-00 Page 6
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momentum The actton mcluded placmg greater accountablhty for Project progress on FEI, Improvmg
FEI's governance, reVIsmg the FEI Project staff structure, setttng deadlmes for hmng Project staff, and
tmprovmg FEI's fmancml management capabthttes These Items were mcorporated m to a second MOU
that reconfirmmg both parttes' commItment to the Project's goals The MOU Identtfied several diSttnCt
objecttves to assIst the FEI m pursumg the overall goal of the Project One part of the agreement called
for the creatton of a Project Management Umt (PMU) as a separate umt withm FE! to manage work plans
acttvittes and related financIal matters

To date, the Project has sparmed approxImately 5 years WIth a total expected spendmg level of
approxImately $13 8 mtlhon of whtch approxImately $10 5 mtlhon IS expected to have been spent as of
31 December 1999

1232 ProJect Goals and Directed ActIVIty Areas

The project evolved over ttme and overall fundm~ grew mcrementally The ongmal 30 August 1994
Cooperattve Agreement between USAID and CIPE 3 states

USAID has determmed that the Federatton holds tremendous prOIDlse m terms of Its
abIhty to

• Effecttvely represent the pnvate sector to the GOE on pohcy Issues of
Importance to the hberahzatton of the economy,

• PrOVIde effecttve serVIces to ItS members for the purposes of trnprovmg
mdustnal producttVIty,

• Playa key role m the GOE strategic deCISIon to promote and expand Egypttan
exports, and

• Become an effecttve and sustamable pnvate sector orgamzatton

The Project was also expected to support USAID's Growth Through Globahzatton (GTG) strategIc
objecttve as bound m the CIPE documentatton whtch mcludes

• Accelerated pnvate sector-led, export-onented econOlTIlC growth

To ascertam the degree to whtch eIPE and FEI have been successful m meettng the objecttves hsted
above, the evaluator specIfically exammed CIPE and FEI's performances m carrymg out acttVIttes
sttpulated m the cooperattve agreement, subsequent amendments, MOD's and all work plans, as
summarIZed sequenttally below

The ongmal Cooperattve Agreement of30 August 1994 on pages 10-13 mcluded such acttVIttes as

• Coordmate the performance of a dIagnosttc and survey to determme the needs of the orgamzattonal
membershIp and the orgamzattonal changes they support (months 1-5)

• Board retreat to ensure maxunum feasIble parttcipatton of members m the decislOn-makmg process
for reVItahzmg the federatton (month 6)

• Develop a strategic workplan based on the resolutton of the board retreat (months 7-9)
• Develop a legIslattve advocacy strategic plan (month 7-8)
• Implement the strategIc workplanimstttutton butldmg (months 9-12)
• Model department of mternattonal trade and technology transfer
• Federatton management mterns

To achteve the Project goals, the Project's Amendment No 4 of 28 February 1996 (pages 7-20) and the
Project's workplans focused on eIght areas For example, those mclude the September 1995 strategic
workplan acttVIty areas

Government RelatIons OrganIZe a government relattons comrntttee of the FEI Board WIth
representattves from all sector chambers that meet on a regular baSIS to reVIew the status of the FEl's

13mm
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"NatIonal Busmess Agenda," artIculate pohcy positlons, make recommendatlons to the Board and
serve as the VOIce of Egyptlan mdustry, develop a government relatlons office Wlthm the FEI to
mstItutIonahze government representatlon actlVItles Estabhsh an office of government relatlons to
prOVIde staffsupport for the COImmttee and programs FIve programs are descnbed m the workplan

2 Pubbc AffaIrs Expand and strengthen the FE! pubhc affarrs Wlth additlonal human and fmancIal
resources Fonn and adequately staff a pubhc affarrs commIttee of the FEI Board to set pnontles for
the pubhc affarrs office and propose, reVIew and evaluate programs to enhance the Image of the
pnvate sector Eleven specIfic programs are m tills workplan

3 Exportmg and Marketmg Services Become more actlve m export market development FEI
Board estabhshed a task force on exports, made up of FEI and chamber representatlves DeSIgn an
export expanslOn program m WhICh the respectlve roles of the FEI, chambers and GOE are clanfied
and agreed upon Task force oversees departInental programs and commumcates Its outputs to the
HIgh COmmlttee for Exports and other GOE authontles Estabhsh an export and marketIng sefVlce
office Wlthm FEI and Wlth quahfied professlOnals to carry out the Task Force's recommendatlons and
other actlvitles Seven specIfic programs are Identlfied

4 EconolDlc InformatIOn Upgrade and expand the FEI economIC mforrnatlon center to enable the
FEI to become the premIer source of mdustnal economIC mfonnatlon m Egypt Hrre and tram
quahfied staff to deSIgn and budd a comprehensIve economIC mfonnatlon system m conJunctlon Wlth
the Management Informatlon Systems (MIS) departInent The FEI was to estabhsh a hbrary of
prmted mformatlon mcludmg books, GOE stanstlcs, specIahzed natlonal and mternanonal
magazmes, newspapers, newsletters, mternanonal fmancIal mstltutlon pubhcatlons, properly
supervIsed and mamtamed by tramed professlOnals, pubhsh a regularly updated hsnng of avadable
mformanon SerVIces and hbrary reference matenals, Pubhsh a monthly analySIS of econOlmc
mdicators to be used by member companIes for plannmg purposes

5 Technology Transfer More actlvely promotes and facIhtates technology transfers and prepares for
the eventual transfer of the QUALTEC program from IESC to Its offices Hrre specIahsts to staff a
newly created technIcal aSSIstance office and spearhead the followmg acnvitles durmg the frrst year
FIve speCIfic programs are hsted

6 Vocational and Management Trammg More actlvely support pnvate sector vocatlonal and
management trammg Estabhsh a vocatlonal and management trammg office Wlthm the new FE!
newly created a technIcal aSSIstance office PrOVIde quahfied staff to be responsIble for undertakIng
the followmg actlVInes dunng the first year ofoperatlon FIve specIfic programs are hsted

7 Fmanclal Services ReVIse pohcles and procedures manual for the fmancIal SerVIces departInent that
mcludes speCIfic recommendatlons to create a controlled envrronment for busmess operatlons
mcludmg budget and accountlng, organizatlonal chart, trammg needs assessment, computenzed
accountlng system, procurement pohcIes, and accountlng records Tlrree speCIfic tasks are Identlfied
computenze the fmancIaI accountlng system, IdentlfY trammg needs for departInental managers and
staff and prOVIde trammg, obtam penodic techmcal assistance from quahfied fmancIaI management
experts to msure that recommended changes are Implemented correctly

8 Management InformatIon Systems Install and operanonahze a modem mfonnatlOn system Wlthm
the Federatlon and Its 13 chambers Use mfonnanon obtamed from Its own members and budd the
most up-to-date and accurate mdustnal databases m Egypt willch can then be used to prOVIde needed
mfonnatlon to members and supply data to other mtemal departments, such as economIC mfonnanon,
government relanons and pubhc affarrs SpeCIfically, develop and operatlonahze FEI and chamber
membershIp data, macroeconomIC mdicators and mfonnatlon on Egypnan and world economIes to
aSSIst mdustnal firms m plannmg, m-depth commerCial mformatlon and sector-by-sector mdustnal
data, and technology sources Begm constructlng secondary databases With mformatlon of mterest to
members mcludmg export statlstlcs, sources of raw matenals, fmanCIal and credIt mformatlon, trade
contacts, mcludmg hsnngs of mternatIonal trade farrs, trammg program mforrnatlon and resources,
mcludmg vocatlonal and management trammg, government regulatlons and laws, packagmg, donor
aSSIstance programs Concentrate efforts the followmg mformatlon capabIhtles word processmg for

Background and Project DescnptIon 8



Evaluation Report USAID Cooperative Agreement # 263-0225-A-OO-4083-00

all departments, data processmg mcludmg an economIC mfonnaTIon center, export and market1ng
senrtces office, desk top pubhshmg pnmanly m the pubhc affarres department, computenzed
account1ng system m the fmancIaI servIces department ProvIde appropnate computer skills to
current and new staff ProVide on-gomg trammg Develop a detaIled operanons manual for the
mput, output and computenzed departments WIth each of the chambers to facIhtate the exchange of
mfonnanon

As the staff was hrred, the mdlVldual offices prepared therr own office workplans For example, the
workplan of the "technology transfer" office for the penod from June 1996 through February 1997 had as
Its pnmary goals

• Dehver effectIve technology awareness-raIsmg events desIgned to generate the
demand for technology transfer senrtces These ServIces wIll support frrms by
supplymg the mfonnanon and assIstance needed to access and acqurre appropnate
technologies

• Develop a technology transfer mfrastructure, winch WIll mclude IngWy tramed and
mOTIvated staff managed by a dedIcated busmess-onented management team

• FBI WIll proVide technology awareness-raIsmg events, technology-focussed busmess
dIagnosncs, and technology transfer resource servIces SpecIfic aSSIstance mcludes
mformanon, standards, markets, supphers, buyers, etc, partners, hcensmg, venture,
market1ng, etc, technology eqUIpment, deSIgns, etc, technIcal aSSIstance
producnVIty, plannmg, market1ng, quahty, etc, trammg plannmg, negonat1ng for
technology, etc, reconnaIssance senrtces trade shows, VISIts to companIes, etc, on­
gomg support m upgradmg technology

• FEI focuses senrtces on three keys areas of aSSIstance technology awareness-ralSmg
events to aSSIst frrms m therr understandmg of what IS technology, why IS It
Important and how IS It acqUIred, technology-focussed busmess dIagnOSTICs to
support a frrm m ItS efforts to determme the most appropnate technology and transfer
mechanIsm for them, and technology transfer resource senrtces to help frrms collect
the mformaTIon to Idennfy sources of technology and locate the aSSIstance needed to
acqurre and mstall the new technology SpecIfic sefVlces mclude technology transfer
semmars, mdustry update round table dIscussIons, pubhcanons such as newsletters
and other matenals, creaTIon ofa quahty "award ofment"

Later the FEI workplan for the penod from November 1997 to October 1998 changed to focus on new
aspects ofthe Project that have posed cont1numg challenges

PnvatIzatIOn LegIslatIon The FBI wIll prepare a wntten statement on steps to be taken to promote
the passage of the legislaTIon as soon as possIble (ThIS has not yet been achIeved as of December
1999)

2 Improved FEI's Governance By streamlmmg and estabhshment of clear lmes of authonty
(ThIS was done through estabhshmg a Project Management Umt (PMU) withm the FEI that IS
responsIble for developmg and ImplemenTIng a FEI program of work The frrst step m
operanonahzmg thIS plan was to fmahze a new MOO between CIPE and FBI that mcluded a clear
dehneanon of management responsIbIhTIes FEI clearly demonstrated that that was a top pnonty
It developed an orgamzanonal chart and frrmg plan It recruIted new staff CIPE worked WIth
outsIde counsel to msure that the PMU IS legally and appropnately estabhshed ContmuaTIon of
the Project was COndITIOnal upon exeCUTIon of the new MOO mutually agreed upon by both eIPE
and FEI that defmed the structure and role of the PMU In tenns of corporate governance, the
board of directors was to have strategic VISion, a sense of fidUCIary responslblhty and a
commitment to an orgamzaTIonal structure that promotes effiCiency and effeCTIveness need for long
tenn success The Board was to deal WIth the follOWIng specific governance Issues such as broader
Issues of overseemg a pnvate orgamzanon
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3 Improved FEI Project Management Structure A new Project Management Umt WIthm the FEI
would be estabhshed WIth clear lmes ofauthonty and responsIbIlIty for the Project's actlVltles

4 Improve the EnVIronment In the strategIc workplan of Apnl 1997, the overall work areas
remamed essentIally the same, except an extra component was added Improvmg the enVIronment
SpecIfically the busmess agenda mcludes Improvements m such pohcy Issues as commercIal legal
and JudICIal reforms, aIr, sea and land transport reforms, export system reforms, Import system
reforms, export servIces Improvements, pnvatlzatlon, Improvements m mvestment laws, regulatIons,
procedures and practlces, fmanclal and capItal market reforms, proactIve programs for small and
medIUm enterpnses, labor law reforms, human resource development, Improvements m market
mformatlon, and enVIronment

Three memoranda ofunderstandmg (MODs) were developed between March 1996 and December 1997
The fIrst ofthese, the MOU of 12 March 1996 dealt WIth program management and ImplementatIon, and
fmancIaI management The general Items have been comphed WIth m dealmg WIth program management
and ImplementatIon and fmancIaI management

The second, the MOU of 21 August 1997 between FEl and eIPE, dealt WIth FEI transformmg Itself mto
a modern, actlve, and self-sustamed, pnvate busmess aSSOCIatlon to become an effectlve mdustry
representatlve m dISCUSSIOns WIth the GOE, and to enhance ItS role m furthermg the development of an
export-onented, pnvate-sector led mdustnal base The pnmary objectlves of tlus cooperatIve effort IS to
strengthen the FEI's capabIhtIes to

• EffectIvely represent the mdustnal sector before the GOE on pohcy Issues of Importance to the
hberahzatIon ofthe economy,

• ProVIde servIces to Its 14 mdustnal chambers so that the underlymg membershIp of 18,000 mdustnal
frrms can Improve theIr prOductIVIty, and

• Become an effectIve and sustamable pnvate sector organIZatIon

The thIrd, the MOU of 10 December 1997, laId out the overall project goals The overall goal of the
Project IS to reVltahze the FederatIon of EgyptIan mdustnes so that It becomes a self-sustammg, full­
servIce, mdependent membershIp orgamzatIon workmg to strengthen EgyptIan mdustry, remforce and
support competItlve markets, and, m the process, contnbute to the econOmIC development of the natIons
In pursumg thIS goal, the project has several dIStInCt objectIves

• Improved effectIveness of the FederatIon's representatIon of the mdustnal sector before the GOE m
efforts to Improve polICIes, laws and regulatIons

• ModernIZatIon of the FederatIon's governance systems to make It consIstent WIth the global
communIty ofbusmess assocIatIons

• Strengthenmg the FederatIon's constItuent Chambers,
• Improve servIces to members by deve10pmg and operatIonalIZmg a program of work WIthm the FEI

that represents those elements of servIce normally prOVIded by a modem mdustnal federatIon
• ModernIZatIon and automatIon ofFEI management systems
• RaIsmg the calIber of the staff to meet global standards
• Passage of legIslatIon that WIll formalIZe the tranSItIon of the FEI mto an mdependent organIZatIon

ThIs TA package, hke other USAID programs such as the USAID pnvatIzatIon project, aImed to prOVIde
complementary support for the $200 mIllIon a year Sector PolIcy Reform (SPR) polIcy reforms generally
aimed at Improvmg the busmess clImate m Egypt

The Project purpose was broadly to strengthen FEI as a modern mdustnal aSSOCIatIon that would
mcreasmgly represent Its pnvate sector constItuency to the GOE, the donors and the general populatIon
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The purpose of thIS final evaluatIon IS to examme the extent to whIch the Project has achIeved ItS goals
In essence, the goals of the ProJect, accordmg to a 28 June 1999 letter from John Bohn, Chamuan of
CIPE's Board to Bnan Atwood, USAID Admmlstrator at the tIme, are descnbed above m the project
descnptIon

As pomted out earlIer m thIS sectIon, thIS PrOject was mtended to be flexIble so as to effectIvely adapt to
the dIfficult mstItutIonal changes that were expected m FEI, that were bemg dnven by economIC, SOCIal
and polItIcal processes Thus, m Apnl 1997 as FEI was somewhat statIc, an effort was made to expand
the ProJect's assIstance to any pnvate sector busmess assocIatIons m an effort to get the FEI movmg
Thus, accordmg to the latest USAID agreement WIth CIPE, servIces could be expanded to mclude other
busmess assocIatIons and chambers The methodology or general approach for thIS Project IS descnbed
m the next sectIon

In addItIon to exammmg the extent to whIch the Project has achIeved Its purposes, descnbed above, the
evaluatIon IS consIstent WIth USAID's strategrc plan

Thus the objectIve of thIS evaluatIon IS to assess the progress made to date under the ProJect, and to
proVIde lessons learned, conclusIons and recommendatIons concernmg future pnvate-sector busmess
assocIatIon actIVItIes m Egypt or m undertakIng sundar actIVItIes mother countnes In thIs regard, the
evaluatIon assesses the appropnateness of the deSIgn of PP, Its management by USAID, FEI and CIPE,
and the contnbutIon of the TA to the broader GOE economIC refonn program

ThIS fmal evaluatIon took place and was drafted dunng December 1999 and draws heaVIly on the Ideas
and expenence of the actIve partICIpants dIrectly mvolved With the Project

I 4 EvaluatIon Methodolo2)'

It IS probably stIll be too soon to see many results of the Project For example, much of the work of FEI
has only recently become useful as a base for Improvmg FEI member [mus Moreover, not all the
complementary structural refonns for strengthenmg Egypt's pnvate sector are yet complete For example,
the laws for pnvatIzmg and de-monopolIzmg the marItIme ports and the aIrports have only been passed
over the past year and a half and the lag tIme for actual pnvatIzatIon of tIns mfrastructure can be long As
part of the overall effort to strengthen the pnvate sector, many of the benefits to the macro-economy are
already seen as substantIal, such as nsmg econOlTIlC growth and the declmmg budget defiCIt These can
be tIed dIrectly to the Improved busmess clunate that has been supported by thIs Project as a key part of a
broader refonn effort But we stIll do not know clearly whIch are the dIrect results of thIs Project to
strengthen FEI

DespIte successful major econOlTIlC trends, measurement by reference to ultImate obJectIves, such as
mcreases m pnvate consumptIon, or per capIta GDP, IS mappropnate For example, the ProJect's bnef,
relatIve to the long, lead tIme for developmg an effiCIent mstItutIon and many of the econOlTIlC mdIcators
such as the pnvatIzatIon and de-monopolIZatIon of the mantIme port servIces on, say, SIgnIficantly
mcreasmg EgyptIan exports It also requIres a dIsentanglmg of pnvatIzatIon and other pohcy Impacts
from other mfluences on short- and medIUm-term changes m econOlTIlC perfonnance, such as world-WIde
general econormc downturns, terronst attacks on tounsts and world pnce fluctuatIons of key
commodItIes

Perhaps most Important, quantItatIve assessment of a program hke thIS Project requIres overcommg the
"attnbutIon problem" Many actors have now contnbuted to the refonn effort, m addItIon to USAID the
IMP and World Bank were a leadmg external player partIcularly m the early part of the 1990s Later,
Canada and the European CommunIty and ItS mdiVIdual member countnes became actIve players
Moreover, many separate projects and prograIns assocIated With then numerous donors also contnbuted
together to the successful refonn effort

By far, the most Important actor has and contInues to be the EgyptIan refonners as a group, and thIS
mcludes PreSIdent Mubarak, the Prrme Mmlster, the Mlll1stenal PnvatIzatIon COmmIttee, the People's
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Assembly, the Mmistry of PublIc Enterpnses, the Mmistry of Economy, Mmistry of Supply, Mmistry of
Trade, the Mmistry of Agnculture and Land Resources, the Mmistry of JustIce, and other key GOE
mmIstnes and agencIes that help Improve the busmess chmate Of course, the EgyptIan pnvate-sector
busmess communIty commands an Important posluon among Egypt's reformers And foremost among
them are the leadershIp of FEI who have worked nre1essly and effecuve1y WIth other pnvate sector
leaders that through advocacy have brought about the reforms needed for the dramatIc Improvements m
the economy as summanzed by the IMP report on Egypt's econ011llC performance as quoted above

All thIS means that the evaluatIon has to be essentIally qualItatIve, WIth all the h11lltatIons thIS entaIls m
sUbjeCuV1ty and the uncertam generalIzmg of conclusIons However, exammatlon of the actual Project
can shed lIght on whether It appears to have contnbuted sIgnIficantly To the extent that no Impacts of
Project are dIscerned m some areas, they cannot be Idenufied nor should they be assOCIated drrectly or
mdrrectly WIth supportmg Egypt's pnvatizatIon The general approach or methodology IS presented m
AnnexB
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II PERFORMANCE OR ASSESSMENT OF OVERALL PROJECT OBJECTIVES

II 1 General Performance as Measured A2alllst the Goals End of ProJect Status Is that FEI IS
Still III Transltlou WIth most Goals Belll2 Met, WIth the BI2 ExceptIOn That FEI Has Not
Been PrivatIZed, Its MembershIp Remallls Mandatory

As pomted out by one USAID manager, Mohamed Fand Khamls was to have been the last Chamnan to
be appomted by the GOE Thts clearly has not been the case Also a thrrd of the mdlVldual chambers
boards of drrectors are stIll appomted by the GOE ThIs also runs contrary to the ongmal agreement
Moreover, m contrast to the ongmal goals, all mdustnal fIrms are stIll requrred to Jom FEI Thus, the
GOE has clearly not hved up to Its sIde of the bargam Thts slow progress has led to the events leadmg
up to the termmatIon of the Project on 31 December 1999 USAID staff has mdlcated that the
termmatIon of the Project WIll permIt FEI to compete WIth other pnvate sector busmess assoCIatIons m
Egypt Moreover, USAID has mdlcated that the Growth through GlobahzatIon program IS bemg phased
out and USAID wants to reVIew other possIble uses of a declmmg amoWlt of USAID funds for Egypt
The $13 8 nulhon was only an estImate, accordmg to USAID offiCIals, and not an eannark for USAID
fundmg for thts Project Thus, FEI should not have necessanly expected to obtam thts total level of
fundmg

DespIte not meetIng the pnvatIzatIon requrrement, and despIte a collapse nudway through thIS PrOject,
much has been accompbshed partIcularly m FEI's mstItutIonal development over the past 2 years that
have enabled It to move far toward accompbshmg other Project goals laId out above

After the collapse and the electIon and appomtrnent ofnew board members m October 1997, there was a
move to phase the Project out prematurely The FEI worked to save the Project The newly elected FEI
VIce Chamnan, who had been deSIgnated by the Board Chamnan to oversee the ProJect, was mVlted to
address the CIPE Board twIce m 1998 to report on the conclusIOns ofFErs mtemal debate concemmg the
unmet pnvatIzatIon Issue and to report on how FEI mtended to proceed On FEI's behalf, the VICe
Chamnan prOmIsed and then delIvered four few Items

• ProfeSSIonal staff,
• NatIonal busmess agenda,
• FmancIaI sustamabIlIty plan, and
• Draft legIslatIon on pnvatIzmg FEI and allowmg membershtp to be volWltary

The USAID staffagreed that FEI had met the tests for not cuttIng offProJect fundmg

HIghlIghts of the renewed project were that the new staff WIth aSSIstance and trammg from CIPE
accomplIshed a very SIgnIficant pubhc demonstratIon of the Impact of the USAID support, by
developmg FEI's "Busmess Agenda 2000" enuncIatIng ItS formal pOSItIons on major Issues facmg
EgyptIan mdustry Most ImpressIve was when, for the first tIme even, FEI dlstnbuted and publICIzed ItS
Agenda at a conference held on 29-30 May 1999, attended by about 700 mdlVlduals Members of all
FEI's sector chambers, other busmess assocIatIons, eIght mmIsters and other pobcy makers, as well as
representatIves of USAID, European donors, and the medIa attended the operung seSSIon ThIS was
followed by 7 seSSIOns over the two days m whIch pnvate sector FEI members and EgyptIan Mmlsters
conducted pobcy dIalogue on the FEI pohcy pOSItIOns Each seSSIon had attendance of over 400, and
was charred by an FEI board member WIth the relevant MmIsters m preparatIon for May's conference

MedIa coverage of the May conference was unprecedented compared to preVIOUS FEI events and
compared to events of SImIlar orgamzatIOns The attendance, partICIpatIon, and mvolvement of FEI
board members were ImpreSSIve, and the sense ofownershtp was very eVIdent

Also under the Agreement, CIPE staffassIsted FEI Chambers to

• Hold a conference attended by the Mmlster of Fmance to bnng more members mto the formal sector
(Cereals Chamber),

• Redefine and hence mcrease, Its membershIp whIle completely restructurmg Its staff (Leather
Chamber), and
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• Hold a conference to explam to the Mmlster of Economy why GOE support to pubhc sector prmtmg
firms was unfaIr (prmtmg Chamber)

Fuller detaIls of other support for specIfic mdustnal chambers and pnvate sector busmess aSSOCIatIons are
presented m SectIon II 4

In addItIon to these demonstrated advocacy accomphshments, FEI IS far along on accomphshmg the other
aspects of the program SpecIfically, draft legIslatIon has been submItted to the executIve branch that
would create an mdependent FEI That legIslatIon, though delayed by the mternal debates WIthm FEI, IS
a bold and courageous step for an EgyptIan orgamzatIon to undertake Also, the FEI Board, ItS staff and
ItS constItuent chambers have partICIpated m several ngorous trammg programs WIth the result that
produCtIVIty has mcreased markedly, as reflected m the development of accredItatIon programs for key
skIlled Jobs such as electrICIans

The FEI has made great progress because of exceptIonal leaders who are wIllmg to take profeSSIonal
nsks These mclude the Charrman, Abdel Monelffi SeoudI, the VIce-Charrman, Ahmed Ezz, and Mr
Mamdouh Thabet Melli, a key member of the Board Each of these Board members not only placed
theIr own credlblhty on the Ime but commItted substantIal amm:mts of therr tIme or personal funds to see
through the FEI's transformatIon Many other EgyptIan busmess leaders contnbuted to the PrOject
mcludmg the former Charrman, Mohammed Fand Khamls Fmally, the maJonty ofFEI's new core staff
left good pOSItIons m EgyptIan mdustry or the GOE to work WIth the FEI m behefthat the transformatIon
of the FEI was of fundamental Importance to Egypt and that It had the backmg of the Umted States
Government

Regrettably, accordmg to CIPE, the fundmg cut offby USAID on 31 December 1999 represents a renege
on ItS commltInent to the FEI and the CIPE Board to see FEI's transformatIon through In effect, It
abandons FEI mldcourse Cltmg only the overall reductIon m US aSSIstance to Egypt, faIlure to pnvatIze
and need to support all "pnvate sector assocIatIons" CIPE was told that because of fundmg terrmnatIon,
actIVItIes needed to be qUIckly phased down Thus seTVlces must be cut For example, the current work
plan prOVIdes for no further aSSIstance to FEI's Chambers, wInch are an mtegral part ofFEI To WIthdraw
USAID support at thIS cntIcal pomt, as opposed to earher when the Project collapsed, seems partIcularly
III tImed

WhIle US foreIgn aId to Egypt IS bemg decreased, termmatIon of thIS actIVIty IS probably not a good
deCISIon When the program began, CIPE and USAID staff agreed that although the Project was a very
hIgh nsk, It was a nsk worth takmg It was understood that the Project would be deSIgned for a 3-year
penod but that It was extremely unhkely that all aspects of the program, especIally fmancIaI self­
suffiCIency could be attamed m less than 5 to 6 years Throughout the Project there was an understandmg
that the CIPEIFEI Project could be extended dependmg on performance

What makes the deCISIon harder to explam to the FEI and Its thousands of small busmess members IS that
USAID mltIally promIsed $13,760,290 m wntmg but IS now saymg that less than $10,938,650 WIll be
spent Restormg the dIfference ($2,821,640) and extendmg the program by a mmlmum of two years
would have been a reasonable deCISIon It would send the SIgnal that when the US Government makes a
commItment, means are found to honor that commItment, even m dIfficult tImes

Further, If fundmg IS cut off tIns year and not replaced mother TA, substantIal money that USAID has
mvested so far may well be lost The most quahfied staff may reSIgn or have to be let go The FEI WIll
be unable to retam suffiCIent quahfied staff to contmue proVIdmg seTVlce to members Donor aSSIstance
IdentIfied IS less comprehensIve than requrred by FEI and Its Chambers Donor support for 2 more years
at a level of at least $1 mIlhon per year appears to be VItal to FEI becommg fmancIally self-sustammg
WIthOut cuttIng back on ItS most Important functIons and seTVlces

The speed of pnvatIzatIon of FEI appears recently to have been hmdered by current efforts of FEI
leadershIp that have been by happenstance redIrected at reforrmng the other major soclahst whIte elephant
aSSOCIatIon of the Nasser years the EgyptIan Chamber of Commerce WIth an estImated membershIp IS 3
mIlhon Durmg thIS evaluatIon, the reforms of thIS potentIally key organIzatIon have been reported m the
press The recent progress m the mstItutIonal development of FEI IS bemg used to show what can be
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done to transform the Egyptian Chamber of Commerce mto an effective busmess aSSOCiation for Its
members For example, FEI Board Member and former Deputy Charrman of the Board and current
Charrman of the FEI Tannmg ASSocIation IS a dynamo of reform In addItion to bemg one of the key
leaders for FEI's dramatic transformation over the past two years, he IS also on the Board of DIrectors of
the Egyptian Chamber of Commerce Melli attended the key CIPE busmess aSSOCIation meetIng m
Cyprus and the second one held m Hurgada As an FEI Board Member, hIs presence and mtense
partICIpation m these meetIngs led not only to greater partIcIpation by other board members and key
leaders, but to an mtensIty WIthm the meetmgs to pIck up useful mformatIon for strengthenmg busmess
assocIations Mr Melli, as leader along WIth at least 4 other colleagues, has led to a revolution WIthm
the Egyptian Chamber of Commerce that has mvolved new elections of the Executive CommIttee and
Melli's election as the new ChaIrman of the Board of the Chamber of Commerce ThIs led to a
challenge from the old leadershIp m whIch now there are two executive boards, two executive
commIttees and two chaIrmen of the boards The ongmal leadershIp has challenged the legalIty of the
new elections and all rulmgs from the MmIster and others seems to favor the legItImacy of the new
elections whIch have taken place m the presence of weak governance rules that don not stIpulate any
thmg about the elections

The sustamabIhty Issue IS of concern to many FEI Board Members The salanes of the 42 persons total
approxImately LE 3 mIllIon per year

The purpose of thIs section IS to proVIde an assessment of the performance of the Project m achIevmg
overall Project objectives Three key penods of CIPEIFEI actiVIties can be exammed

1111 Phase I October 1994 to December 1995

The FEI and CIPE sIgned a cooperative agreement to aSSIst the FEI to become a VIable mstItutIon CIPE
completed a diagnostic of FEI that resulted m a workplan As pomted out elsewhere, the plan has several
fatal flaws descnbed below m the next phase However, the groundwork was set for provIdmg FEI
leadershIp WIth a substantive mformatIon base for advIsmg the GOE on changmg the busmess
enVIronment m a way that would mcrease domestic and foreIgn mvestment and that would enable Egypt
to eventually take fuller advantage ofregIonal and global tradmg opportunIties

Dunng thIs cntIcal penod FEI, under the leadershIp of FEI ChaIrman Mohamed Fand Kharms, played a
key leadershIp role m the polIcy reforms as demonstrated by KhamIs' leadershIp role at the mega World
Bank conference m October 1994 co-hosted by Egypt's seven largest busmess aSSOCiations KhamIs was
a doer, and hIS forte was workmg as a lobbYIst for reforms that would enhance Egypt's mdustnal sector
Khamls was chosen by the other groups to act as chaIrperson and key faCIlItator at the WIdely publICIZed
conference WhIle Khanus had good busmess mSIghts, he had lIttle techmcal trammg on polIcy reform
USAID made a key but nsky deCISIon to support FEI, realIzmg the potential problems of provIdmg
support for pnvahZmg a GOE-controlled organIZatIon but creatIng a true advocate for trnprovmg the
busmess and mvestment enVIronment m Egypt ThIS penod IS charactenzed by FEI membershIp bemg
more dommated by parastatals and WIth a leadershIp composed ofmany the "old guard" from the SOCIalIst
penod Representational polIcy advocacy from such a group could easIly have worked to undermme the
polIcy and regulatory framework needed to promote pnvate sector development, mc1udmg pnvahzatIon
KhamIs WIth a small Important mmonty of the leadershIp worked to set the seeds for Improvmg FEI as an
mstItutIon and for upgradmg the polIcy framework However, thIs was dIfficult when the GOE
leadershIp was still dommated by the "old guard II Mohamed Fand KhamIS also worked to prOVIde
techmcal experts mto FEI by mtroducmg workshops on qualIty control, whIch became the base for later
work as descnbed m the sections dealmg WIth technology transfers and trammg

IT 1 2 Phase II January 1996 to January 1997

The mItIal Cooperative Agreement was extended by USAID for an addItional three-years to Implement
the strategIC workplan developed m the InItIal phase ofthe Project ThIS extenSIon proVIded contInued
support m helpmg FEI to pnvahze and modernIZe Itself as a voluntary membershIp organIZatiOn Dunng
thIS penod, there were SIgnIficant delays m Implementation, and consequent faIlure to achIeve pnmary
objectives that resulted from a workplan WIth fatal flaws and from a membershIp base that was contInued
to be dommated by parastatals WIth managers essentially workmg to mamtam the status guo The FEI
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leadershIp, wruch lacked a strong substantive base for estabhshmg pohcy malog, was provIded Wlde­
rangmg mformation for pohcy reforms to fill the Important role as a representative pnvate sector adVlsor
to the GOE a role that had been thrust on Khamls smce hIS leadershIp at the World Bank conference m
October 1994 Khamls l role extends to personal conversations Wlth PresIdent Mubarak Progress was
made on developmg the professlOnal staff for proVldmg the servIces m the key areas descnbed under
Project goals and purposes above However, the Project had several basIc flaws Wlth Its plan and
executlOn

FIrst, the ProJect's staffWlth ItS much hIgher wages was physIcally located too close to the much lower
paId regular FE! staff ThIS flaw m Project execution caused enormous pohtical and managenal
dIfficulttes and undermmed the work Second, the presence ofCIPE staffand acttve management of the
new Project staffundermmed the FEI's ownershIp m the Project Most FEI membersrup vIewed the new
professlOnal staff as belongmg to CIPE and not FEI, espeCIally smce CIPE project management was
domg much of the management and organIzation ThIS IS coupled by a Chatrman that often made
unIlateral declslOns or decIsIons based m part on the advIce of some ofhIS executive board DespIte
progress on the pohcy agenda, blue pnnt for action, export pohcy recommendations and active support
for key reforms, a senes ofbusmess luncheons wIth key GOE and pnvate sector leaders, the Project fell
apart In late 1996 and early 1997, essentially all the staff IS fired because the board ofdrrectors dId not
WIsh to deal WIth what had become a dIfficult pohticallssue

1113 Phase m February 1997 to September 1997

The legal opmIOn on the best approach for estabhshmg the PMU as well as the draft MOU was developed
dunng the penod before September 1997 After the collapse and the finng of FEI new staff, a new
approach was taken In thIS new approach to CIPE-FEI partnersrup, the plan was to subcontract
responsIblllty for specIfic program actiVIties to FEI ThIS approach WIll engage FEI m developmg and
carrymg out Its own work program wlthm the overall scope of the Project The CIPE was to work closely
Wlth the FEI management to msure that funds proVlded to FEI are managed Wlth the hIghest degree of
accountablhty and cost effiCIency, and m full compllance Wlth USAID requrrements

The Project actIVlties were at a standsttll dunng the penod - a penod ofapparent stagnation m FEI
However, CIPE and FEI were studymg how to correct the orgamzattonal structure by lookmg at smular
SItuatIons mother GOE entttIes m whIch funds were managed drrectly by the GOE but Wlth oversIght by
the US contractor The new plan appears to be based on CIPE's long standmg successful expenence m
many other countrIes m proVldmg aSSIstance through a senes ofprogram contracts It also appears to be
SImIlar to the approach used by the Pubhc Enterpnse Office (PEO) WhICh was workmg on pnvatization
ofGOE-owned parastatals and the Mmlstry ofEconomy that had a hIgh powered group workmg on ways
to Improve the econOffilC pollcy envrronment m Egypt Thus dunng thts penod, the whole mstituttonal
sItuatlOn was studIed to see how to regroup and carry out the overall goals of the Project FEI leadershIp
stIll uses the mformation base prepared m the prevIOUS penod to fill ItS role as adVlsor to the GOE on
Issues related to reforms for trnprovmg the busmess cllmate WIth the exceptton of mfonnal pohcy
advocacy, httle progress was made on acrueVlng the Project goals, despIte the enormous changes that
have begun to take place m the economy Wlth the frrst key pnvat1zations and the reacttvation after more
than thrrty years of the Egyptian stock market

1114 Phase IV October 1997 to Present

A new FEI Board and executive COmmlttee are elected New leadersrup IS appomted by the GOE A new
workplan IS developed that alms to correct the fatal flaws of the earher plan In other words, USAID,
CIPE and FEI renew the task ofbUlldmg FEI as a pnvate sector representative busmess aSSOCIation The
CIPE hrres a new ChIefofParty and phYSICally moves to a location where they Wlll not manage the
Project's employees, but rather WIll act as a faclhtator ofprojects mltiated by FEI The FEI leadersrup
employs new staff, relocates them m the new offices away from the ongmal FEI employees, and
restructures Its office The FEI's new leadersrup appears to be more pnvate-sector onented and more
amenable to a Project Management Umt (PMU) concept to parallel and eventually replacmg the FEI
management core The FEI leaders hrred new staff for the PMU
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There was a problem WIth new choIce ofexecutIve drrector of the PMU, WhICh was remedIed, m the frrst
45 days WIth an apparent solId executIve drrector who appeared to be exceptIonally able to deal WIth
conflIcts among the competmg mterests and personalItIes among the FEI Board ofDrrectors One non­
FEI busmess assocIatIon executIve mdlcated that mltIally there was the same standstIll that had occurred
before the mstItutIonal collapse WhICh was a lack ofcommUnIcatIon between the few that knew what
should be done and the many who dId not Moreover, FEI leadershIp appeared to place very capable staff
m the other key professIOnal staffposItIons, partIcularly gIven the dearth ofprofeSSIOnals m Egypt that
had ever worked for a busmess aSSOCIatIon StIll there was mltIally no movement toward rectIfYmg the
pnvatIzatIon law

By December 1997, the newly created PMU WIth entIrely new staff began makmg progress towards
development of a strong mstItutIon that IS stIll a GOE controlled entIty All key staffposItIons are
eventually filled except the export promotIon and marketmg speCIalIst whose tasks are pIcked up by the
government relatIons and management mfonnatIon system specIalIsts Each staff member begms slowly
but steadIly makmg real accomplIshments m the key Project areas government relatIons, publIc affarrs,
export and marketmg, economIC mfonnatIon, technology transfer, vocatIonal and management trammg,
and fmancIaI servIces A draft pnvatIzatIon law was developed under the new FEI leadershIp

In retrospect, It appears that FEI set up a good organIZatIonal structure that, when combmed WIth good
staff and leadershIp on the part ofFEI, have contrIbuted greatly to the recent apparent success of the
Project ThIS was coupled WIth the change m CIPE project management m Washmgton and m Carro, that
attached to the Project persons more knowledgeable and expenenced on how a representatIve busmess
aSSOCIatIon works and how It mIght be expected to work m Egypt

DespIte progress at the mstItutIonallevel, there was slow progress on actual use of fundmg for trammg
and other ServIces Thus m an effort to spur on FEI leadershIp, CIPE and USAID agreed to expand the
scope of the Project to mclude support to other organIZatIons The CIPE mstItuted a monthly semmar
senes and a senes ofworkshops that was WIdely attended A watershed was the July 1998 Cyprus
workshop on managmg busmess aSSOCIatIons whose fuller rrnphcatIons are dIscussed elsewhere m thIs
evaluatIon

In March 1999, USAID notIfied CIPE and FEI of ItS deCISIon not to extend the eXlstmg CIPE
CooperatIve Agreement beyond an addItIonal 7 months through 31 December 1999 The FEl was also
notIfied that further cost overruns or new FEl bUlldmg renovatIons would be shouldered WIthm the agreed
budget under the Agreement, or from FEI's own resources At the tIme, CIPE was mfonned that as a
result ofUSAID's reduced levels for FY1999 and FY2000, all actIVItIes were bemg carefully scrutmIZed
m tenns of therr rrnpact and evolvrng strategy m Egypt

On 8 Apn11999, CIPE subIll1tted a reVIsed workplan that USAID reVIewed and approved USAID
proVIded mcremental fundmg for the 7-month extenSIon to allow FEl and CIPE to complete some
remammg actIVItIes Pnor to May 1999, USAID had set aSIde local currency, LE 20 Ill1llIon, or $58
mIllIon, for the renovatIon of the eXlstmg FEI buIldmg In May, FEI held Its frrst Busmess 2000
conference The FEI publIcly announced ItS advocacy effort over the next 2 years The USAID
contmued to be concerned that FEI has not made a senous effort to address Its pnvatIzatIon

Accordmg to USAID, as It phases out ItS support for FEl, It IS currently reassessmg ItS support for the
pnvate sector durmg the new strategy penod ThIS WIll allow USAID to further define Its future
mstItutIonal support to leadmg pnvate sector busmess aSSOCIatIons and mstItutIons to better drrect Its
mdustnes to global competItIveness and employment creatIon New actIVItIes mltIated under the new
strategy penod WIll allow CIPE and other qualIfied fIrmS and organIzatIons to equally compete and
prOVIde the needed support to achIeve USAID results

112 Performance as Measured agamst the End of ProJect Status ofMaJor Areas of ProJect
Purpose

Accordmg to Amendment No 2 of28 February 1996, pp 7-20, and WIth detaIls m the StrategIc
Workplan of September 1995, FEI would work m the substantIve areas dIscussed more fully m SectIon I
Some of the mam actIVItIes that subsequently took place are desCflbed below and m fuller detaIl m the
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FEI dmgnostlc m Annex C The vehIcle for proVldmg the FBI Servlces IS Its Pnvate Management Umt
(PMU) currently made up of42 persons The Project appears to have modern accountlng systems and
has monthly reportlng and accountlng Moreover, there are wntten Job descnptlons for all 42 employees

IT 2 1 Government Relations

Under proVlsions of Presidentlal Decree 452, FEI IS accorded the nght to consult WIth appropnate GOE
authontles before Issuance of economIC pohcles or other measures Earher, there were few reasons to
exerCIse thIS nght, but With pnvate sector now bemg asked to assume a growmg role m the country's
mdustnal development, FEI must mstltutlonahze and make Its government relatlon actlvitles more
professIOnal

The FEI orgamzed a government relatIOns commIttee of the FEI board With representatlves from all
sector chambers to meet on a regular baSIS to reVIew the status of FEI's Natlonal Busmess Agenda,
artIculate pohcy positlons, make recommendatlons to the board, and serve as the VOIce of Egyptlan
mdustry The FEI developed a government relatlons office WIthm FEI to lTIStltutlonahze Its government
representatIonal actlvitIes and prOVIde staff support for the COmmIttee and programs It also publIshes an
FBI Natlonal Busmess Agenda on those Issues that affect the mdustnal communIty as a whole It also
Issued penodic whIte papers on selected agenda tOPICS such as antl-dumpmg The FEI pubhcIzed and
organIzes now an annual conference settmg a natlonal busmess agenda to hIghhght FEI's ongomg
legIslatIve program, report on progress made to date m mdustnal reform pohcIes, IdentIfy emergmg
Issues and present sector mdustry reports It prepares and dissemmates a newsletter that regularly updates
the 14 chambers14 on the "whIte paper" or agenda Issues of FEI and the chambers It estabhshes a close
workmg relatIonshIp WIth the FEI Pubhc AffaIrs Department to coordInate a vanety of actlVltIes,
mcludmg pnntmg and dissemmatlon of the newsletter and developmg medIa relatIOn efforts to support
speCIfic FEI advocacy actIVltIes It estabhshed a workmg relatlonship With the FEI Econormc
InformatIon Center to obtam mformatIon and technIcal support for the preparatIon of pOSItIon papers and
matenals used m advocacy actlVltIes

The FBI has held smce 31 August 1998 three roundtables dealmg With labor Issues The first dealt With
the chIld labor Issue The purpose was to make people aware of the problem m Egypt The mam vehIcle
for pubhcIzmg thIS Issue was the Al Abram weekly magazme A second Issue dealt With the new GOE
procurement law and the problems of the GOE provIdmg equal treatment to both the pubhc and pnvate
sectors A thrrd roundtable dealt WIth meetlng the conditlons to achIeve ISO 2000 levels of quahty and a
forth roundtable dealt WIth trade hberahzatlon and partIcularly With the patent cooperatIve treatment that
would greatly strengthen protectIon of mtellectual property nghts m Egypt

More generally from December 1998 to May 1999, FEI had 36 dISCUSSIon groups on 20 pohcy reform
tOPICS that culmmated With the May 1999 workshop attended by over 700 and mcludmg 8 Mmisters By
the tIme of the conference, the number of pohcy areas had declmed to 15 The Project dealt With
ratIonahzmg Egypt's mdustnal tax structure and slffiphfymg customs and other procedures The Project
m addItIon to fundmg the actual May conference funded the preparatlon of background papers and other
mformatIon needed to reach and support the FBI's pOSItIOn on what ended up bemg FEI pOSItIons m 15
substantIve areas Another whIte paper was developed for antI-dumpmg The document was translated
mto 5 languages

The FEI has followed up those advocacy actIVltIes With meetIng With key Mmisters mcludmg two With
the new Mmister ofFmance and another With the new Mmister of CommunIcatIons durmg the tIme of the
evaluatIon Many EgyptIans stIll are lookmg for GOE drrectIon The FEI IS now takmg the lead m
provIdmg the mformatIon and recommendatIons for GOE m thIS area Additlonal detaIls m thIs area and
how the past year performance has Improved over the preVlOUS years are proVlded under the category 2
cntenon of "Pubhc Pohcy Advocacy"

14 There are now 14 mdustnal chambers smce pharmaceutIcals split from chermcals to form Its own chamber
Soon there are expected to by 15 mdustnal chambers when computer mformatJon technology splits from
engmeenng
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FIE has commumcatIng a message to a vanety of audIences that It has attempted to mfluence ThIS has
entaIled medIa relatIons, publIcatIons and events descnbed more fully under the category 10 cntenon of
"PublIc RelatIons" m Annex C, where the past years performance IS compared to that of the preVIOUS
year

II 2 3 Export and MarketlD~

A key actIVIty was the development of an exporters dIrectory m whIch the FEI IS gathenng detaIled
mformatIon on exports mdexed by type of product or ServIce that can be used by overseas entrepreneurs
seekmg sources for Imports The FEI IS also mvolved m proVIdmg mformatIon to Its members on the
ImplIcatIons of adoptIng fully WIth the World Trade OrganIZatIon m whIch Egypt IS a member ThIs area
has been splIt between the government relatIons and computer systems sectIons WIthIn FEIs

II 2 4 EconolDlc InformatIon

The new computerIZed system gathers key mformatIon on markets and the macroeconomIC SItuatIon
prepared elsewhere mcludmg statIstIcs from CAPMAS whIch IS the mam GOE office proVIdmg statIstIcs
m Egypt AddItIonal detaIls on FEI's recent performance IS prOVIded under cnterIa 2 and 5 m the
dIagnostIc test presented m Annex C and compare the past years performance WIth that of the preVIOUS
year

II 2 5 Technology Transfer

WIth the arrIval of new personnel m the PMU, FEI for the first tIme has staff to work on technology
transfer and vocatIonal and management trammg The FE! dealt WIth technIcal Issues by workmg WIth
consultants The new staff work WIth other USAID programs to help mdustnes work WIth the Center for
QualIty AsSIstance and to develop an awareness of the new qualIty control standards mcludmg ISO 2000
The program reached mdustnal firms m the MIddle East and North AfrIca SpecIfically It dealt WIth what
would be the new changes needed to achIeve an ISO 2000 and how to deal WIth the changes A
document dealmg WIth the Issues was dlstnbuted Of the 10,000 copIes, 7 thousand were dlstnbuted m
EconomIC Magazme m Europe and 3 thousand by FEI m Egypt Copes were sent to every busmess
aSSOCIatIon m the Arab World See a dISCUSSIOn m the next subsectIon that descnbes the related FEI
trammg program

DetaIls on progress m thIs area are provIded under Cntena 3 and 5 m the dIagnostIc test m Annex
C WIth a companson of the past years performance m these areas WIth those of the preVIOUS years

112 6 VocatIOnal and Mana~ementTramlD~

To fully develop the above sefVlces for the busmess communIty, It was acknowledged that the FEI must
strengthen the staff and structure of the department's orgamzatIon ThIs It had done very effectIvely, and
the effectIve programs m thIs area appear to be ones that would be termmated or postponed WIth USAID
fundmg cuts

In relatIon to the qualIty standards descnbed m the preVIOUS sectIon, FEI started a trammg program
dealIng WIth how to attam ISO 2000 qualIty standards, and were able to charge those who attended The
trammg mcluded how to Improve product qualIty and system qualIty One hundred and thIrty seven
attended the full course and each paId LE50 The FE! IS now attemptIng to proVIde addItIonal
competItIon m thIs area and hopefully through more competItIon WIll be able to lower such future trammg
costs After the semmar, accordmg to the FEI technIcal staff, those people are now m the EgyptIan
mdustnal sector and comprehend at least the baSICS ofupgradmg product and system qualIty Moreover,
prepared handouts paId by one of the best qualIty consultants m Egypt were paId for by the Project

Another Important area for FEI workshops was m trammg mdustnes on what was requIred to meet the
new envIronmental standards ofLaw 4 whIch IS Egypt's new comprehensIve envrronmentallaw that went
mto effect m February 1998 Smce August 1999, FEI has had 5 paId workshops funded through the
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CIPE Egypt Project and the DanIsh funded one m wInch attendees dId not have to pay that In thIs
regard, the FE! IS concerned With the 55 vocatIOnal center m Egypt and how they can be upgraded to deal
wIth these envrronmentallssues

There IS also the problem of weak skilled workers and the need to upgrade skills In thIs regard, FEI
prepared tramers and tramees manuals for 5 crafts that were funded completely by CIPE ThIS was one of
the 9 grants and totaled $120,000 One of the weak pomts for FEI IS the need to better market Itself
Before the actual studIes were carned out, a study was conducted that attempted to deterrnme whIch
crafts were m greatest need for certlficatIOn A craft CertIficate Manual and Needs Assessment Report m
February 1995 had 150 attendees at the conference to dISCUSS the fmdmgs of the study and to make
people aware of the need for certIficatIOn Subsequently 5 manuals were based on the above study For
example for one of the skill, electncal mamtenance, the manuals dealt With 3 skill levels Thus 7
manuals, mcludmg tramer manuals for 3 skill levels and tramee manuals for 3 skill levels, were prepared
for each of the 5 crafts

One addItIonal but very Important output of thIS effort was that the Project created a group of consultants
m Egypt that now know how to prepare a craft manual and a tramer and tramee manuals The key
contnbutIOn of thIS partIcular program funded by the Project was that It created a system Before the
project there were many vocatIon tramers m Egypt, but only an outdated system for trammg ThIS project
created m Egypt for the frrst tIme a system With associated manuals and a cadre of experts could replIcate
the system for other crafts or mdustnes

The project had been prepared to go the next step an accredItatIon group m Egypt and later to establIsh
partnershIps or workmg relatIons WIth SImIlar accredItatIon groups m developed countnes Moreover, the
FEI had prepared Itself to follow the systems already developed and to replIcate the project for possIbly
100 other crafts The expected curtaIlment offundmg of the Project Will probably lead to a slow down of
thIS portIon of FEI actIVItIes, gIVen the absolute Importance of FEI's role as an advocate ofpolIcy reform
m Egypt

The success of FEI m the above work was InghlIghted when the GOE deCIded to pass the work onto FEI
as the manager of the Project The thrrd phase would be to create a certIficatIon body to certIfy tramees
The FEI had already started negotIatIons With Scotland and England to set up such a workmg relatIonshIp
to help bnng the accredItatIon to world standards

The above trammg program IS closely related to those of "Technology Transfer" m the prevIOUS sectIon
For more detaIls, see cntenon 3, "Industry Standard Settmg," and cntenon 5, "AssocIatIon ActIVItIes"

II 2 7 Fmancial ServIces

The fmdmgs here suggest complIance WIth the Project purposes For detaIls see cntenon 8, "AssocIatIon
Fmances," for an exammatIon ofperformance over the past year With that of the preVIOUS years m the FEI
dIagnoStIC m Annex C

II 2 8 Mana2ement InformatIOn Systems

ThIs substantIve category appears to comply With the Project purposes One of the major goals of thIs
FEI sectIon was to create a computenzed lIst of members to determme wInch firms were actually
regIstered frrms m Egypt It would aId them m determmmg the membershIp base for purposes of
obtammg membershIp fees In addITIon, FEI has developed mternal capacIty to gather data from
members to provIde ItS members and others With mformatIon for makmg raTIonal busmess deCISIons The
FEI has Just created a new web SIte on wInch data on FE!, such as a lIst of ItS servIces and a schedule of
past and future roundtable and workshops wIll be avaIlable to members and others These often mvolve
new technologIes not currently used m Egypt such as the use of "bar codes" that help firms save m such
areas as mventory and warehousmg

ThIS secTIon would also be developmg a detaIled mformaTIon base on ItS member frrms that could be used
by both pubhc and pnvate sector deCISIon-makers to make more ratIonal deCISIons ThIs would be
coupled With FEI tappmg mto establIshed data banks such as those ofCAPMAS, the GOE statIstIcal unIt,
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and to obtam CDs for word trade data produced by groups such as InternatIonal Trade CounCIl (ITC)
They would also be able to access drrectly approxunately five hundred thousand tradmg and mdustrral
compames m Europe tltrough Europage ThIS allows EgyptIan companIes to know what compames
produce what goods

The FEI also proVIde semmars that were also assocIated WIth data from the computenzed mformatIon
system One semmar proVIded mformatIon for dealmg WIth Y2K Another semmar dealt With electromc
commerce The FE! IS m the process of gettIng sponsorshIps They got LE17,500 sponsorshtps m
addItIon to fees for partICIpants

Another sefVlce bemg developed by FEI IS ItS trade and export OPPOrtunIty project to help potentIal
mvestors or traders to determme EgyptIan frrms With whtch mIght be candIdates for Jomt venture or
subcontractIng arrangements

The FEI has a modern management mformatIon system that IS used tappmg mto InformatIon sources, as
descnbed under cntenon 5, "ASSOCIatIon ActIVItIes," and under cntenon 9, "Membershtp RecrUItment,"
m whIch all members are now on the computenzed mformatIon system See Annex C for more
mformatIon

IT 2 9 EnVIronment

The FEI IS provldmg trammg and mformatIon on how ItS members can comply WIth the
EnVIronmental Law 4 that was actIvated m February 1998 To support Improvmg the enVIronment,
FEI added capabIltty to aSSIst member compames m assessmg the Impact ofenvrronmental
legtslatIon, both m Egypt and abroad on theIr busmesses The plan establtshes a new envIronmental
office wlthm the newly created techmcal aSSIstance office WIth new quahfied staffhrred that has
carned out the followmg actIVItIes

Conduct semmars m major CItIes to mform EgyptIan mdustnes about the requrrements and Impact
of envrronmentallegislatIon, both domestIc and foreIgn, on therr busmesses and the tools and
mstruments to overcome theIr negatIve Impact such as eco-efficlency, ISO 14000, eco-labelmg,
recyclmg and dematenahzatIon, etc,

2 ASSISt member companIes m locatIng appropnate cleaner technologIes, as well as pOSSIble
fundmg aSSIstance sources WIthm the mternatlOnal and donor commumtIes,

3 Support fundmg of outreach offices, WIth other EgyptIan and mternatIonal orgamzatIons, to aSSIst
companIes m obtammg mformatIon on these envrronmental requrrements, sources of appropnate
technologIes and sources of support fundmg, and

4 Include appropnate artIcles on envrronmentallssues that affect EgyptIan mdustry m the FEI
magazme and newsletters

IT 3 InstitutIOnal Development of FEI Particularly Over the Past 18 Months Has Been
Remarkable

DespIte early major problems m the ProJect's deSIgn and management that led to ItS mstitutIonal
collapse m January 1997, a combmed effort by CIPE, USAID and partIcularly FEI, through ItS new
leadershIp, turned the Project around The recovery has been partIcularly ImpreSSIve smce October
1997 when FEl's new board of drrectors and new charrman and deputIes took over The Project was
completely reorgamzed As a result, over the past 18 months FEI has developed remarkably as an
mstItutIon that supports Egypt's pnvate mdustnal firms, as reflected and descnbed m detaIl m the
dIagnostIc, developed over the years by the US Chambers of Commerce, and recently completed by
FEI

The FEI dIagnostIc IS presented m Annex C WIth a dISCUSSIon companng the ImpreSSIve progress of
the past year With findmgs of the preVIOUS year The overall score of FEI, as a pnvate busmess
aSSOCIatIon compared to an mternatIonal standard for ratIng pnvate sector busmess aSSOCIatIons, rose
sharply from 119 out of a total 550 (or 21 6 percent) m September 1998 to 274 out of a total of 550
(or 498 percent) m October 1999 RIses occurred for FEI m 9 of the 10 performance cntena
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RIse from 13 to 28 out of a total 50 pOSSIble pomts
RIse from 6 to 37 out of a total 50 pOSSIble pomts
RIse from 0 to 20 out of a total 50 pOSSIble pomts
RIse from 33 to 44 out of a total 50 pOSSIble pomts
RIse from 4 to 23 out of a total 50 pOSSIble pomts
RIse from 9 to 26 out of a total 50 pOSSIble pomts
RIse from 21 to 22 out of a total 50 pOSSIble pomts
RIse from 23 to 43 out of a total 50 pOSSIble pomts
Steady at 5 out of a total 50 pOSSIble pomts
RIse from 5 to 26 out of a total 50 pOSSIble pomts

Smce the dIagnostIc was completed, there has been a major attempt by the FBI Board of Drrectors to
raIse membershIps m the only performance area m the dlagnosttc that remamed steady The FEI
Board's recently acted to expand membershIp by permlttmg the mclUSlon of affilIated compames such
as banks, msurance companIes, and other firms that prOVIde goods and servIces to member firms
They also are now admlttmg pnvate sector busmess assoclattons as members See Annex D for the
recent announcement that promotes new types of members

As a result FEI generally achIeved or IS achlevmg ItS most Important goals and as descnbed below
appears to be proVIdmg major economIC, SOCIal and polIttcal payoffs to Egypttans and Amencans
ahke

WIth regard to the MOD of 10 December 1997, m the area of organlZatton, the FBI created a separate
project umt wlthm Its organlzatton, the PMU, to manage the workplan acttVIttes and related fmancml
matters The FBI establIshed and follow now clear lmes of authonty and responslblhty Wlthm the PMU
The structure of the PMU IS delmeated m a chart presented m thIS MOD The Executtve Drrector
oversees the PMU, assumes responslblhty for all staffing, contracttng, program and fmancml
management, and comphance WIth all contractual oblIgattons The Executtve DIrector reports drrectly to
the FEI Charrman or Deputy eharrman and the Board ofDrrectors

In the area of program management, Implementatton of FEI's strategIC workplan has been carned out
through a senes of program contracts developed along departmental lmes such as pubhc affarrs,
technology transfer, export and markettng servtces, government relattons, economIC mformatton and
enVIronment programs These are carned out by the relevant umts wlthm the PMU The program
contracts are negottated and executed between CIPE and FBI Nme contracts were ongmally enVISIOned
government relattons, pubhc affarrs & chambers relattons, export and markettng, economIC mformatton,
technology transfer, human resources and trammg, enVIronment programs, and management systems

In the area of staffmg, human resource development and techmcal aSSIstance, FEI Identtfies, mtervlews
and hIres quahfied mdIVIduals for the PMU The CIPE IS responsIble for CIPEIFEI PrOJect-funded
trammg ofthe PMU staff m modern busmess assoclatton management and proVIdmg an ongomg senes of
semmars and other acttVIttes to develop the staff To msure effecttve programs to meet FEI needs m a
tImely fashton, eIPE dIscussed and sought the endorsement of the PMU Executtve Drrector on the
trammg programs that It dehvered to FEI Both eIPE and FEI have been Jomtly responsIble for msurmg
that other sktlls trammg needs are Identtfied and met To aSSIst, CIPE arranges for a Human Resources
Contractor to Identtfy current FBI staffcapablhttes, ascertam theIr transferabIlIty to the PMU, and Identtfy
areas m whIch the FEI could develop future retrammg programs to mtegrate current FEI personnel mto
thePMU

CIPE has proVIded TA to the PMU as requested by the PMU Executtve DIrector or accordmg to
proposals presented by eIPE and approved by the Executtve DIrector The Scope of TA and the experts
provlded by eIPE must be responSIve to FEI needs and should therefore be Jomtly developed and agreed
to

In the area of fmanclal management, eIPE has overall fidUCIary responslblhty to DSAID for management
of the funds under Its cooperattve agreement The PMU was responsIble for effecttvely managmg
subcontracted Project funds ThIS mcluded payment of PMU staff salanes and other expenses approved
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and mcorporated mto the budgets of the FEI contractual arrangement WIth CIPE The FEl's PMU
mamtams a separate bank account and accountmg system for these Project funds The PMU estabhshed
and apparently follows the fmancIaI management accountmg procedures agreed to m the new PMU
Pohcy and Procedures Manual

WIth regard to the preparation for execution of program contracts, the FEI has formalIZed fmancIaI
structures and systems wIthm the PMU mcludmg procurement, accountmg, wage scales, finanCIal
authontIes and hmng addItional staff, as documented m a FEI Pohcles and Procedures manual The
CIPE, m turn, completes assessment of the PMU's fmanclal and accountmg capabIhtIes, msures that the
PMU IS fully eqUIpped WIth computers, faxes and photocopIers to begm work lffiffiedlately after the FEI
and CIPE execute the program contracts, and commISSIon annual audIts of the USAID-funded actiVIties
contracted by CIPE to the FEI If necessary to msure comphance WIth the terms and condItions of the
program contracts

In Implementmg the program contracts, the FEI subffilts documentation supportIng cOffiffiltments,
expendItures and actions taken under the program contracts pursuant to the requrrements of each program
contract, and CIPE reVIews documentation submItted by the FEl and venfies that the FEI IS m full
comphance WIth all contract requrrements The CIPE does not dIsburse funds to FEI unless FEI IS m full
comphance WIth all contract requrrements

II 4 ProJect Support for Sector Chambers and Private Busmess ASSOCIatIOns

The project has proVIded management trammg for a vanety ofbusmess assOCiations covermg a vanety of
areas The partICIpants mterYlewed unIVersally expressed favor WIth the servIces whose reCIpIents and
servIce descnptIons are prOVIded next

II 4 1 Management Trammg

In summer 1998, CIPE held a weeklong semmar m Cyprus, followed by two week long semmars m
Hurgada m wmch the Cyprus semmar was repeated, and a second "advanced" semmar bUIlt on the mitIal
semmar They auned at proVIdmg management trammg for busmess aSSOCIations, mcludmg FEI, whIch
covered

AssocIanon trammg focussmg on

• Role ofBusmess AsSOCiations m a Democranc SOCIety
• Dehvermg Needed SerVIces to Members
• Need for ProfeSSIOnal Staff

Advocacy trammg focusmg on

• Use ofCOmmIttees to Develop an Advocacy Agenda
• Conducnng a Stakeholder Analyses
• DesIgnmg a MedIa CampaIgn
• Meetmg WIth Legislators and Other OpmIOn leaders

Governance trammg focusmg on

• Use of COmmIttees to Increase Member Interest m a Busmess AsSOCIation
• The DlVlsIOn ofResponsIbIhnes between ProfeSSIOnal Staffand Board ofDrrectors
• BUIldmg Consensus WIth Members on Pohcy Issues
• DeSIgn and Use ofMomtonng Systems for ProfeSSIOnal Staff
• Need for OutsIde AudIts
• Management Systems

Semmar leaders mcluded leadmg busmess aSSOCIation tramers from the US and the Confederanon of
IndIan Industnes Attendees were encouraged to subffilt sub-grant proposals to CIPE from whIch CIPE
would fund approxunately $250,000 of proposals Proposals were to be screened to select those wmch
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would hkely lead to busmess aSSOCIatIons becommg more mdependent and/or effectIve aSSOCIatIons
Strengthenmg some of these busmess assocIatIon would be m support of USAID's StrategIc ObjectIve
One's IntermedIate Result 1 3 3 wmch supports mcreased pnvate partIcIpatIon m pohcy dialogue

ThIS trammg was further developed m a second management trammg course held m Hurgada

The followmg busmess assocIatIons, FEI mdustry chambers and related groups have receIved
management trammg m the above programs for assocIatIon management trammg and other types of
trammg

FederatIon ofEgyptIan Industnes
Chamber of Cmema Industry
Chamber ofFood Industnes
Economic Reporters Busmess ASSOCIatIon
HortIcultural Exports Improvement AsSOCIatIon
EgyptIan Busmess Women ASSOCIatIons
USAID
Chamber ofWoodworkmg Industnes
Chamber ofLeather Tannmg Industnes
Chamber ofPnntIng Industnes
Chamber ofTextIle Industnes
Chamber ofLeather Industnes
Egypt's SOCIal Fund for Development
EgyptIan Center for EconomIc StudIes
Amencan Chamber ofCommerce
EgyptIan Busmessmen ASSOCIatIon
EgyptIan DaIry ASSOCIatIon
lOth ofRamadan Busmess ASSOCIatIon
MIlk Producers AsSOCIatIon
Federated Chambers ofTounsm
Chamber of Cereals Industry
EgyptIan Seed ASSOCIatIon
EgyptIan Travel Agents AsSOCiatIon
AsslUt Investors' ASSOCIatIon
Sadat Investors' ASSOCIatIon

II 4 2 Monthly Semmars

In addItIon CIPE has put on a senes ofmonthly semmars covenng substantIve tOPICS such as

Non-dues Income for Busmess ASSOCIatIons
Stakeholders AnalySIS
Role ofBusmess AsSOCIatIons m PromotIng Exports and InternatIonal Trade
MembershIp Development for Busmess ASSOCIatIons
StrategIc Plannmg and Programs ofWork
Pubhc Pohcy Advocacy and the Role ofBusmess ASSOCIatIons
Role ofBusmess AsSOCIatIons m DemocratIc SOCIetIes
MarketIng for Busmess AsSOCIatIons

II 4 3 Grants to IndustrIal Chambers and PrIvate Busmess AsSOCIations

Accordmg to CIPE staff, durmg spnng 1998 when there was stIll a lull m FEI actIVItIes, CIPE WIth the
concurrence of USAID, m an effort to spur on FEI actIVItIes, deCIded to open up the Project funds to
other pnvate sector busmess aSSOCiatIons and mdustry chambers WIth good project proposals Accordmg
to CIPE staff, thIS new dIrectIon aImed at pomtIng out to FEI leadershIp that If they dIdn't start actIVItIes
usmg the Project fund for theIr own mItIatIves, the funds would be redIrected toward other competIng
groups
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ThIS deCISIon by CIPE and USAID appears to have been very successful Over the past two years, CIPE
has awarded 11 grants to FEI, Its constItuent chambers and a few other busmess aSSOCiatIOns Those
organIzatIons mclude the Chamber of Leather Industnes, the Chamber of Food Industnes, the Chamber
of Cereals Industnes, the Chamber of Prmtlng, Bmdmg and Paper Products, the EgyptIan
Busmesswomen ASSOCIatIon, the EgyptIan Seed ASSOCIatIon, the EgyptIan TextIle Manufacturers
FederatIon and the HortIcultural Export Improvement AssociatIon (funds were never dIsbursed)

IntefVIews With four of the busmess aSSOCIatIons and chambers mdIcated that the fundmg appeared to
address some oftherr rmportant speCial concerns For example, the Seed AssociatIon was able to double
theIr membershIp m less than 9 months The Prmtlng Chamber was able to make the GOE aware that
subsldlZmg therr publIc sector competItors undermmed the pnvate sector's profitabIlIty and thus growth
The Leather Chamber was able to bramstorm ways of ralsmg the qualIty of locally produced hIdes m an
effort to lower costs, raIse competItIveness and reverse the recent trend of dec1mmg exports The new
drrectIons also allowed representatIves of these busmess aSSOCiatIons and chambers, and other such as
representatIves of the Darry Producers, to partlclpate m the trammg programs and monthly semmars that
were bemg conducted through the Project by CIPE

WhIle the ongmal cooperatIve agreement allowed finanCial support for the mdiVIdual chambers that are
affihated to the FEI, m fact lIttle fundmg was drrected toward the mdlVldual chambers It appears, from
dISCUSSIons With FEI board members, that the deCISIon to open up to other assoCiatIons dId m fact
encourage much of the pOSItIve mstItutIonal changes that occurred over the past 18 months that have been
dIscussed m thIS evaluatIon For example, see the FEI diagnostIC m Annex C

Fmdmgs on the speCIfic grants for two pnvate sector busmess associatIons, the EgyptIan Busmess
Women AsSOCIatIon and the Seed ASSOCiatIon, and two of the mdustnal chambers, leather and pnntlng,
that receIved grants are summanzed next

II 4 3 1 Leather

The leather chamber IS one of 14 chambers affihated WIth the FEI ThIs chamber receIved a $60,000
grant m September 98 that funded three semmars and some upgradmg of supplIes and eqUIpment,
mcludmg computers, for carrymg out chamber actIVItIes ThIs chamber appeared to be runnmg very
effectIvely, m contrast to others Most of the fundmg went to underwnte three semmars The frrst
semmar prOVIded techmcal trammg that was tIed to an on-gomg trammg program funded and run by the
German aId agency (GTZ) It dealt With techmcalIssues for leather workers attemptlng to cut costs For
example, It proVIded trammg on the use of computenzed pattern cutters that can reduce costs of raw
matenals by better usage ofavaIlable leather hIdes

A second semmar dealt WIth market Issues, mostly m the domestIc area The semmar addressed speCIfic
problems for leather such as therr bIg problem of no wholesalers because the former GOE tax structure
essentIally removed wholesalers The problem IS how the mdustry could remtroduce wholesalers, or therr
eqUIvalent, after the law was rescmded Thus the semmar armed to get people m the mdustry to SIt down
together and bramstorm on how to recreate dlstnbutIon channels and to fmd solutIons for gettmg profit
margms to levels that Will attract wholesalers back to the mdustry The semmar came up With a vanety of
practIcal Ideas, such as havmg factones work together to supply marketlng that a smgle factory could not
The chamber IS now domg a pIlot to see If It works and the feaSIbIlIty of rephcatlng It Another
suggestIon that came out of the semmar was to have local exhIbItIon Subsequently, the chamber has had
two shows They learned substantIally from the lllistakes m the frrst show The second exhIbItIon was
more of a success WIth the MmIster attendmg The second one attracted many traders mcludmg those
from such dIverse regIOns as AssUIt and Tanta

A thIrd 2-day semmar dealt With EgyptIan procedures for exportmg leather goods ThIs semmar dealt
WIth EgyptIan leather exports, WhICh are decreasmg m value every year The members of the semmar
formed four subgroups dealmg WIth vanous key Issues and bramstormed m an effort to deal WIth the
problem They mVIted the Mmlsters ofTrade and Industry, who dId not attend but sent representatIves to
the semmar ThIS semmar accordmg to the executIve drrector was very successful and dealt With such
Issues as management, trammg, and producmg cost analyses There were over 150 attendees A
commIttee was formed to examme GOE regulatory and econOllliC polICIes that are egregIOusly curtaIlmg
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leather exports from Egypt One common problem IS that there IS a lot of waste, parttcularly With regard
to hIdes from Egypt Many of the cattle are treated as If they were only used for meat, and therr hIdes are
often damaged Part of the problem IS that slaughterhouses are GOE operattons, and therr managers are
not very pnce senslttve Much of the problem IS makmg those who raIse cattle aware that they are
scamng the hIdes and thus obtammg lower econOmIC yIelds on the hIdes

There IS currently a GOE effort to move tanners to Badr CIty, whIch IS about 30 ktlometers from Carro on
the way to Suez It IS felt by the GOE that the move wIll deal With the problems But members of the
leather assoclatton thmk: thIS WIll not be the case Also, ItalIan consultants are studymg the sItuatton
Egypttans consIder ItalIans to be the best experts on producmg leather goods Informal sector frrms who
are not regIstered and thus not legal enttttes m thIs mdustry m Egypt dommate thIS sector The costs
assocIated WIth mandatory membershIp are among the many regulatory costs that are preventtng many
firms from becommg legal by reglstenng

IT432 Prmtm~

ThIS chamber receIved a grant to put on a bIg conference to dISCUSS the problems facmg Egypt's pnvate
sector pnnttng mdustry Three hundred attended the conference The purpose of the conference was to
pomt out clearly to the GOE that therr SubsIdIes for GOE pnnttng parastatals, lIke Al Abram, that
compete drrectly WIth the pnvate sector, were undercuttmg the growth and development of the pnvate
sector pnnttng mdustry ThIS "crowdmg out" ofthe pnvate sector by the publIc sector IS one of the most
mhlblttng factors to pnvate sector profitabIlIty and growth m pnnttng and m other sectors Members of
the Pnntmg Chamber tned to convey to the GOE that SubsIdIes such as free rent or use ofland or specIal
tax conslderattons give therr publIc sector counterparts an unfarr advantage The Mmlsters ofFmance,
Industry and Labor, or therr representattves, attended the conference The member frrms advocated that
m heu of droppmg subsldtes to therr publIc sector competttors, that the GOE conSIder reducmg the heavy
and ad hoc tax system, mcludmg stamp fees that plagues pnnttng and other pnvate sector frrms The
members have not yet receIved a poslttve response from the GOE Thts IS an area where thts chamber
WIll seek the broader support ofFE! for makmg progress on thIS Issue that faces other sectors beSIdes
pnntmg

IT 433 EmtIan Women Busmess ASSOCiatIOn

The approxImately 2-year old EgyptIan Busmess Women ASSOCIatIon (EBWA) represents
approxImately 150 busmesswomen TheIr leadershIp mdlcated that the Project IS theIr most Important
resource at thIS cnttcal early pomt m theIr aSSOCIatIOn's development They are the only women's
busmess aSSOCIatIOn m CaIro With dedIcated office space and dedIcated staff for aSSOCIatIon actIVItIes
The executIve dIrector pomted out speCIfic Project publIcatIons are helpmg therr member firms raIse
exports They also mdlcate that trammg IS helpmg therr firms become more compettttve and therr
busmess aSSOCIatIOn to be more effectIve as a pnvate sector lobby and as a better servtce proVIder to
theIr members Moreover, they pomt out that the trammg seSSIOns allow them to mIX With FEI
members The synergy of meetIng WIth dIfferent groups enables the EBWA to support newly formed
women's busmess aSSOCIatIOns m 14 EgyptIan governorates and to playa cntlcal role as a foundmg
member m a new federatIon currently bemg formed With busmess women aSSOCIatIons m the other
Arab countnes

The EBWA leadershIp mdlcated that because of the great Job that FEI IS now domg, partIcularly as an
advocate of polIcy reform, they mtend to Jom FEI as a dues-paymg aSSOCIate member In contrast to
the EgyptIan Chambers of Commerce, they are comfortable With the FEI m part because there are at
least a few women holdmg pOSItIons on the boards of drrectors of mdIV1dual chambers, If not on the
board of dIrectors of FEI Itself The FEI, WIth ItS overlappmg leadershIp and through US-funded CIPE
trammg m managmg developmg busmess aSSOCIatIons, IS at least mdrrectly supportmg the hIgh­
profile polItICally senSItIve pOSItIve transformatIOn, or as some EgyptIan say "revolutIon," currently
takmg place m Egypt's Chambers of Commerce These new changes that are expected to be
mcorporated m the new by-laws would lower the percentage of appomted leaders and for the frrst
tIme m Egypt's hIStOry allow women to be members m the boards of dIrectors of EgyptIan Chambers
of Commerce that number an estImated 3 mIllIon members
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ThIS busmess aSSOCIatIOn receIved a grant of $65,000 to help the aSSOCIatIOn mcrease Its members and to
help WIth strengthenmg ItS offices through eqUIpment mcludmg computers A senes ofworkshops have
been held and smce March and WIth the help of the Project theIr busmess aSSOCIatIOn has grown from
about 60 members to 123 members They have two types ofmembers who pay an mltIal fee, eqUIvalent
to a year m membershIp fees, and annual membershIp fees Full members pay LEl,500 and affilIates pay
LE300 They closely follow the agncultural laws, and m partIcular have been supportIve of Its
Intellectual RIght ProjectIon proVIsIons whIch are cntIcal for partICIpatIng m the World Trade
OrgamzatIon (WTO) and thus trade They are also workmg closely WIth other new specIalty aSSOCIatIons
lIke the EgyptIan HortIculture Exporters ASSOCIatIon The executIve dIrector saId that members have
partICIpated m the monthly semmars, and plan to partICIpate m the next trammg seSSIOn for managmg
pnvate sector busmess aSSOCIatIons Because oftheIr work as polIcy reform advocates and as a prOVIder
of mformatIon and trammg, theIr staff mdlcated mterest m Jommg FEI as an affilIate

II 5 The GOE ContInues to Play the MaIn Role In EconomIc TransItIon

The GOE has been and contInues to be, the leader m bnngmg about Egypt's remarkable econOmIC
transformatIon as eVIdenced by the May 1999 conference and the subsequent follow up dISCUSSIons
between FEr members and the Cabmet mmlsters That also mcludes Its transformatIon of FEI from a
SOCIalIst whIte elephant to a smoother operatIng mdustnal aSSOCIatIon, whIch IS mcreasmgly actIng lIke a
pnvate sector aSSOCIatIon One FEI government appomted leader, who IS also a top pnvate-sector
busmessman, pomted out that a contInumg dlsappomtment WIthm FEI IS Its faIlure to legally change FEI
mto a pnvate sector organIzatIon He also mdlcated that m fact all the key polIcy reforms and other FEr
benefits are now clearly "pnvate sector" and not "publIc sector"

The GOE, appropnately sensItIzed by SOCIal and polItIcal conSIderatIons, has adrOItly undertaken hard
declSlons to transform Its economy mto one that IS effiCIent and market drIven - one that few would have
expected a few years ago The adeptness of the GOE IS bnngmg about changes that Improve the lIves of
most If not all EgyptIans Moreover, the GOE has been skIllful at bnngmg about thIS transformatIon
WIthOUt the destructIve turmOIl that has taken place elsewhere and that could have halted pnvatIzatIon and
created an emergency SItuatIon, whIch would have mcreased costs to EgyptIans and donors alIke

II 6 Reform Agenda StrengthenIng FEI As Integrated WIth PrIvatIzatIon, FInance, Tax, Trade
and Other Reforms and InstItutIonal Improvements

The broad rangmg econOmIC reforms, as reported m IBTCI quarterly reVIews, have worked
systematIcally and steadIly to transform Egypt's former mward-onented, GOE-controlled economy mto
one that IS market drIven and more export onented The reforms to date have substantIally reduced the
SIze and role of the GOE m the economy, whIle mcreasmg the pnvate sector's role Through
pnvatIzatIon of non-financIal enterpnses, pnvatIzatIon of the bankmg system, pnvatIzatIon of msurance
and other fmancIaI actIVItIes, and pnvatIzatIon of mfrastructure and publIc utIlItIes, and m the case of thIS
PrOject the attempts to pnvatIze busmess aSSOCIatIons, the GOE has slowly and carefully reduced the
extent to whIch It controls the economy The strengthenmg and future pnvatIzatIon of FEI has been and
IS expected to contInue bemg a major factor m the successful transformatIon of an economy from publIc
to pnvate sector resource allocatIon

The transformatIon ofFEI IS a key IllustratIon that the GOE pnvatIzatIon program has not taken place m a
haphazard way, as It has m some other emergmg markets, and has been done m a manner that msures
economIC and polItIcal StabIlIty Great effort, for example, has been taken to set up an appropnate legal
and mstItutIonal enVIronment for pnvatIzatIon, and agam FEr has taken a leadershIp pOSItIon m thIs area
ThIs was eVIdenced by Mohamed Fand KhamIs', the FEI Charrman at that tIme, elected role as leader
among Egypt's seven major pnvate busmess aSSOCIatIOns m 1994 that was the fIrst major seSSIOn m
whICh Egypt's pnvate sector helped IdentIfy and pnontIze mvestment constramts for a World Bank
Conference mvolvmg government deCISIon makers, donors and busmess leaders The focus was on
reducmg the GOE's share m the economy by a means ofIegal and mstItutlOnal reforms
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A further example of FEI's role m pnvatIzmg the economy was Mohamed Fand Khamls' far-sIghted
leadershIp IS de-monopolIzmg and pnvatIzmg the port and aIrPort faCIlItIes, WhICh are cntIcal for Egypt's
to successfully take full advantage of the World Trade OrganIZatIon of whIch It IS a member Mohamed
Fahnd KhamIs, representIng FEI, met WIth donors as a representatIve ofEgyptIan mdustry For example,
he mVIted the US Ambassador to hIS home and argued that the de-monopolIzatIon of the ports, as well as
the aIrports, should be mcluded as key polIcy reforms on the USAID $200 mIllIon a year Sector PolIcy
Reform (SPR) program He mdicated that the EgyptIan mdustnal firms, as represented by FEI, would
support these polIcy reforms ThIS was a contInuatIon of FE! advocacy of such reforms m the 1994
World Bank conference and was subsequently mtroduced m the mitIal draft busmess agenda that was
WIdely CIrculated to groups as the PreSIdents CouncIl The results have been stnkmg as exemplIfied by
the passage of Law 22/1998 that allows conceSSIOns to be granted to domestIc and foreIgn mvestors for
the establIshment of general or speCIfied ports or platforms m eXIstIng ports, whIch has opened the
mfrastructure to development by the pnvate mvestors Moreover, substantIal Improvements and
InstItutIonal reforms have been mstItuted to contInue strengthenmg the market as an alternatIve to the
state allocatIon of resources ThIS IS documented m the IBTCI Quarterly ReVIew for Fourth Quarter
1998 SImIlar, areas for pnvate sector prOVISIon of arrports has also taken place recently, as documented
In the IBTCI Quarterly ReVIew for FIrst Quarter 1999

The IMF states that pnvatIzmg ItS seven remammg state-owned jomt venture banks and one of ItS BIg
Four commerCIal banks would reduce the publIc sector's role m mdustnal sector actIVIty by about 25
percentage POInts, from 38 percent to 13 percent ThIs IS an enormous Improvement m the more effiCIent
role of the pnvate sector m the mdustnal sector, whIch over a decade ago was heaVIly dommated by the
state The speed of progress IS m large part due to the leadershIp role of FEI m fully and effectIvely
supportmg the GOE's leadershIp m thIs polIcy and mstItutIonal reform area

Moreover, tax reforms and decreased SubSIdIes to former state-owned enterpnses and other reforms allow
the GOE to mcrease expendItures for productIve SOCIal programs, such as potable water, educatIon and
health, whIle helpmg ItS budget defiCIt to declme to less than one percent of GDP ThIs has also
contnbuted to mflatIon droppmg below levels of five percent per annum, whIch m turn further acts to
stabIlIze the macro-economy In addItIon to lowermg the budget defiCIt, Improvements m tax collectIons
have permItted a reductIon of tanffbarners and the pnvatIzatIon or de-monopolIZatIOn of mefficlent GOE
mantIme port servIces

117 Major Expected EconOlIDc and SOCial Benefits of this Project

The economIC Impact of the Project purposes laId out earlIer led to benefits to Egypt that appear to far
exceed the total $10 mIllIon m Project fundmg expended over the past 5 years In terms of expected
economIC rates of return on mvestment, thIS project, by makmg FEI a successful advocate of good
economIC polICIes, has the potentIal of bemg a very successful project WIth rates of return that are
probably substantIally above those elsewhere ill the EgyptIan economy However, just as the Project IS
finally movmg forward and IS at a cntIcal part m Its tranSItIon, USAID has cut fundmg for the Project that
was expected to reach nearly $14 mIllIon

The establIshment of a modem busmess aSSOCIatIon as an advocate to the pnvate sector proVIdes a
powerful tool to support the reforms m the pnvate sector mcludmg support for a functIonmg stock
market The ShIft of former GOE-owned enterpnses to the pnvate sector had a SIgnIficant Impact on
Improvmg economIC effiCIency m the pnvatIzed frrms, the remammg state-owned frrms, and the macro­
economy The IBTCI quarterly reVIews and SpeCIal StudIes' reports suggest that these new
developments raIsed the effiCIent allocatIon of Egypt's scarce resources AddItIonally, they attracted new
foreIgn mvestments, dImmished hIgh and mflatIonary budget defiCIts brought about by financmg
unproductIve state enterpnses, and began changmg the general publIc's VISIon of where the EgyptIan
economy and SOCIety were headmg

These benefits are contInumg to accrue to Egypt as more and more foreIgn mvestors engage themselves
ill new productIve mitIatIves The stock market's remarkable performance, gIVen that It was only
recreated m 1996, has been a magnet m attractlng substantIal pnvate sector mvestment to Egypt Its
success also had enormous spIllover effects m encouragmg the GOE over the past few years to begm
pnvatIzmg strategIC sectors, ones that had been conSIdered off hillltS to domestIc and foreIgn mvestors
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The economIC benefit of encouragmg pnvate sector partICIpatIOn m the development of pubhc
mfrastructure and pubhc uuhues provIdes add1tIonai economIC gams to Egypuans Moreover, the
pnvatlzauon of baSIC mfrastructure and utl1lues has enonnous socIal ImphcatlOns for expandmg baSIC
human sefVlces, mcludmg commumcauons, transport, potable water, educauon and health, to all
Egypuans - not Just to the nch Thts can occur drrectly through such techmques as BUlld, Own, Operate
and Transfer (BOOT) operauons, whIch can provIde sefVlces such as potable water to segments of the
populauon that mIght not ordmanly receIve them, espeCIally If the GOE had to rely on Its own scare
resources It also proVIdes addluonal SOCIal servIces through a reducuon of the budget defiCIt brought
about by reduced spendmg on mefficlent GOE-owned enterpnses

Thus, over the last two years of thIS ProJect, 1f 1t contlnues after USAID fundmg IS cut off, has huge
expected SOCIal and economIC rates of return through the enonnous benefit stream accrumg to Egypuans
over the past five years These rates of return apply to mternauonal mvestors, who are mcreasmgly
mvestlng m Egypt where they see an mcreasmg return relauve to nsk Further success also pefilllts
USAlD to curtal1 ItS foreIgn aId to Egypt, whtch mdrrectly prov1des addItional gams to US taxpayers
Over ume, thts Project appears to have been part of a complex senes of factors that have or WIll have
encouraged h1gher economIC growth, more exports, addluonal htgher paymg Jobs, mgher tax revenues,
and more funds aVaIlable for producuve educauonal and health programs Moreover, there are great
pohucal gams WIth the Stablhty assocIated WIth remarkable macro-econOilllC transfonnatlon of thts
country WIth a populauon exceedmg 62 ml1hon and geographtcally SItuated m one of the most pohucally
and economIcally Important regIons of the world

Another major benefit of the Project has been 1tS ablhty to leverage USAID funds by encouragmg
substanual addluonal TA by the European Umon, Canada, Gennany and other mdlVldual European
countnes
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ill LESSONS LEARNED, CONCLUSIONS AND RECOM:MENDATIONS

ill 1 Lessons Learned and ConclusIOns

The followmg lessons learned are based on expenences that appear to have had poslttve economIC
payoffs or whose appropnate consIderatton could have mcreased the ProJect's effecttveness

ill 11 Lessons Learned Relatmg to the Government ofEgypt

• A poor busmess chmate and lack of mformatlOn by Egypt's private sector can undermme the
prIvate sector's efficiency and competitiveness m global and regIOnal markets Members of FEI
pomted out that they supported FE! because of Its advocacy role for polIcy reform and as a provIder
of mformatton, servIces and trammg Thts attests to the Importance of Improvmg the busmess
clImate and proVIdmg mformatton by all classes of busmesses The partnershIp between GOE and
pnvate sector appears to have been very effecttve at bnngmg about the types of change needed to
reVItalIze a SOCIalIst economy mto one that relIes more heavIly on the pnvate sector and markets

• SolId collaboration between the GOE, prIvate sector busmess aSSOCIatIOns and the donors can
have enormous benefits, particularly m the areas of nnprovmg the busmess enVIronment ThIS
has been seen m Egypt over the past 5 years of the project begmnmg WIth the October 1994 mIttal
formal meettng m whIch Egypt's 7 largest busmess aSSOCIattons formally descnbed to the GOE what
was needed to sttmulate new pnvate sector mvestment Thts process conttnues at present WIth
conttnued meettngs between FE! members and the new mInIsters The economIc payoffs are seen
clearly m Egypt's rapIdly trnprovmg econOmIC mdICators mcludmg the overall econOmIC growth rate

• AVOId placmg both high paid workers paid by a donor-funded project too close to low paid
workers already workmg at GOE rates Thts was done m the fIrst part of the Project and
created tenSIOns that were a major contnbutor to the ProJect's collapse m January 1997

III 1 2 Lessons Learned Relatmg to the PrIvate Sector

• PrIvate sector development IS led by a combmatIon of SOCial, polItical and econolDlc factors
The baSIC problem ofpnvattzatton ofFE! IS that the Project IS mtertwmed WIth compettng efforts and
changmg pnonttes of the GOE and Egypt's pnvate sector The FE! leadershIp m fact appears to have
had the fleXIbIlIty to keep up WIth the movements of the GOE and by wmdows ofOPPOrtunIty, whIch
m turn are mottvated by a combmatton ofSOCIal, polIttcal and econOmIC factors It IS dIffIcult to keep
tabs on how these dynamIC factors can abruptly change over ttme Consequently, USAID and CIPE
need to momtor both economIC and non-economIC factors and mamtam a close relattonshlp WIth
GOE deCISIOn-makers They need to keep good lmes of commumcatton open The Project should
keep m mmd the ovemdmg goal of supportmg pnvate sector development and thus be fleXIble
enough to respond m a ttmely fashIon to faCIlItate the new openmgs m the pnvattzatton process
mcludmg that for busme~s aSSOCIattons The pnvate sector appears to be fully m favor of
"pnvattzatton" WIthout mandatory membershIp but feels that It should not be pressured mto
pnvattzmg prematurely Moreover, the leadershIp now has a dIfferent tone than the leadershIp at the
begrnnmg of the Project The pressure to pnvattze and the declSlon to cut back fundmg before the
expected fundmg level was reached IS dIffIcult for the FE! members to understand, parttcularly gIven
that the project IS translttonmg so well As pomted out over the past year, there has been a
conttnuous change m pnonttes or wmdows of Opportunlttes, as related to the pnvattzatton transltton
WIthm the Egypttan Chambers ofCommerce See the AI Ahram artIcle m Annex E

ill 1 3 Lessons Learned Relating to USAID

• USAID should have mSlsted that project management had staff experIenced m workmg WIth
representatIOnal aSSOCIatIOns and m developmg countrIes Much of the early FE! problems
stemmed from lack of expenence m workmg WIth developmg countrIes For example, puttmg
workers WIth vastly dIfferent wages together was courttng for problems m an enVlfonment as polIttcal
as FE! Fortunately, FE! brought managenal or techmcal staff WIth the skills needed for theIr
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particular Jobs and put the resulhng PMU m a separate locahon Moreover, FEl leadershIp appeared
to match the new PMU staffby allgnmg therr slolls Wlth therr respechve Jobs Thus, the early part of
the Project was charactenzed by a lack of cultural sensItlVlty and weak mtercultural relahons ThIS
was corrected two years ago when hIgh and low paId workers were not put together, and the
Egyphans themselves took over the leadershIp and management of the profeSSIOnal staff

• USAID needs to contmue to recognIZe that the private sector IS the ProJect's prlDlary chent
Correchon of thIs defiCIency requrres a much more fleXIble approach The Pnvate Sector approached
the entrre Project counhng on the expected $13 8 rmillon It planned along those lmes

• An mfenor project design can undermme the program's effectiveness, If management does
not effectively and m a tImely manner deal wIth the weaknesses There were a number of
general lessons learned on the deSIgn, some of whIch have been discussed earller Any future TA
assistance to strengthen Egypt's proposed pnvate sector busmess aSSOCiatIOns project should
conSider the followmg 1) Be clear on what It takes to do the job, 2) Be clear on how to do the
job, 3) Base the project on a clear concept, at least to USAID, as to how support can be
accomplIshed, 4) Base the project on clear pnontles, 5) Set up to satisfy both the GOE and the
USAID mterests

• USAID should attempt to staff a project WIth someone With actual experience workIllg With
busmess associations There seems to be confuSion and httle understandmg among USAID staff
as to what the functIOns of a busmess aSSOCiatIOn are It would be useful to have staff managers
Wlth actual busmess assocIahon expenence m order to aVOId among other thmgs the poor start of
thIS project, and that reahzed after the project took off that thiS was a project WIth hIgh econormc
payoffs

• Developmg support for mdustrIal ftrms by pohcy advocacy and prOViSion of lDlportant
busmess serVices IS long and costly WIth frequent delays, unforeseen compleXities and hidden
SOCial or pohncal Issues that requIre resolutIon before a successful transactIon can occur
Flexlbillty and the evoluhonary nature of development projects requrres the contmuous reassessment
of goals, obJectives, and dellverables and the Wlllmgness on the part of project management to look
beyond predeterrnmed objectives for pOSSible pOSItive project Impacts not ongmally enVISIOned For
example, CIPE, USAID and FEI leadershIp was particularly adept at completely restructunng the
project when It collapsed

III 1 4 Lessons Learned Relatm2 to CIPE

• It IS CrItIcal for the TA prOVider to determme early m the process the major mstltutlonal
ImpedlDlents FaIlure to Identify that problem suggests at best mappropnate personnel workmg on
these key deCISIOn makmg constramts In thiS Project, eIPE project management should have had
substantive lmowledge of busmess associations and substantive lmowledge of Egypt to aVOId the
problems mcurred WIth the Project's deSign Moreover, CIPE should have Identified other appllcable
organizational deSigns such as those used by the GOE's Publlc Enterpnse Office and Mmlstry of
Economy

• Management III Egypt should be very experienced and located III Egypt, not WashIllgton
The project unfortunately needed more expenenced managers m Egypt that could have
recognized the problems and adjusted the Project earher The problem was solved m 1997

• Don't remvent the wheel The CIPE should have spent more time ID1tIally checkmg out how
other projects WIth SimIlar charactenstIcs were run m Egypt, and aVOIded the major problems that
could have been aVOIded WhIle thIS was the first project of ItS kmd, some of the deSIgn flaws
could have been aVOIded by exammmg other projects With Similar charactenstIcs such as that of
the Pnvate Enterpnse Office, whIch mtroduced a QUANGO and could have contnbuted to the
plan of thiS Project
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ill 1 5 Lessons Learned Relatm2 to FEI
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• FEI should not have agreed to privatIZe FEI and have voluntary membership If It was
pohtIcally Impossible ThIS has been a flaw that has tended to undermme the effectIveness of the
busmess aSSOCiation

• In the mitIal stages the Project should have focused sooner on the process of the mstitutIOn
bmldmg Agam, the Project was mitIally a one-man show WIth a focus on the polIcIes and not much
on mstItutIon bUIldmg In addItion, CIPE prepared the documents and the FEI ChaIrman reVIewed
and then supported the polIcIes though hIs mterpersonal connectIons rather than by group consensus
or maJonty vote ThIs created enormous problems With developmg a sustamable mstItutIons

IV 1 6 ConclusIOns ProJect's Expected EconolDIc Payoffln Lar2e Part Is at Jeopardy WIth the
Earher Than Expected Cutoff m USAID Fundm2

• Mam ConclusIOn At the turn of the m111emum, the Umted States Agency for InternatIOnal
Development (USAID) / Center for International Pnvate Enterpnse (CIPE) - Egypt Project IS
facIlItatIng rapId mstItutIonalimprovement of the very Important, but stIll transItIOnal, Federanon
of Egyptian Industnes (FEI) that mcreasmgly prOVIdes substantial mutual economIC, polItIcal and
sOCial benefits for the Umted States, Egypt and the MIddle East

• The FEI IS the smgle major representatIve of mdustry m Egypt and has a history of
collaboratmg wIth the US m pohcy reforms that are IIDprovmg busmess condItIOns
mcludmg those of US firms The FBI WIth approxImately 15 thousand members IS the major
representatIve of all Egyptian mdustry and ItS 14, soon to be 15, chambers prOVIde m varymg
degrees a sIml1ar role at the sector level The strong and mcreasmgly Important adVISOry role of
FEI WIth the GOE IS expected to mcrease m lIght of the strong economIC onentatIOn of the new
Pnme Mimster and hIS Cabmet Moreover, the FEI now has a strong relatIOnshIp WIth the US
that has been bUIlt up over the past 5 years of the CIPE Project The FEI IS now one of the most
effectIve lobbIes for pOSItive pnvate-sector reforms and thus IS a strong supporter of the US
strategIC plan for Egypt For example, FEI leadershIp worked closely With the US through ItS
$200 mIllIon a year Sector PolIcy Reform (SPR) program to de-monopohze and pnvatIze
mantIme port servIces and the aIrports The pnvatIzatIon of servIces at new port facIlItIes
accordmg to the FEI Board ChaIrman has already led to cost reductions of $300 per contamer
These cost savmgs are expected to mcrease the global and regIOnal competitiveness of EgyptIan­
based firms, mcludmg those owned by Amencans Those savmgs per contamer are expected to
nse WIth the further de-monopolIzatIon and pnvatIzatIon of the port faCIlItIes bemg supported by
FEI The FEI now feels It IS a partner WIth the US m accomphshmg these types of key reforms
that are rapIdly changmg the face of Egypt

• The FEI now IS rapidly undergomg pOSItive mstItutIonal change and has m place a generally
excellent, professIOnal and dedIcated staff that prOVIdes extremely valuable servIces
mcludmg those of mterest to US taxpayers such as IIDprovmg the busmess chmate and
Improvmg the enVIronment These Important servIces mclude 1) lobbymg for pohcy reforms,
2) trammg staffs of pnvate sector busmess assocIations, 3) supportmg efforts m marketmg and
exportmg, and 4) strengthenmg management skills The FEI also has a new ongomg program
developmg skIlls accredItation m conjunction With partnershIps WIth developed country
counterparts, and an economIC and commercIal computenzed mformatIon gathenng system to
replace the outmoded GOE one The FEI also has an effectIve program to help therr members
comply WIth EnVIronmental Law 4/1998 that became effective m February 1998

• The FEI also prOVIdes substantial serVices to smaller and medIUm sIZe busmesses mcludmg
those owned and operated by women For example, the leadershIp of the approxImately 2-year
old EgyptIan Busmess Women ASSOCIation (EBWA) that represents approxImately 150
busmesswomen mdicated that FE! IS therr most Important resource at thIS cntIcal early pomt m
theIr aSSOCIatiOn's development They are the only women's busmess aSSOCIatIon m Carro WIth
space and staff dedIcated to the busmess aSSOCIatIon They pomt out speCIfic FEI publIcatIons
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that are helpmg them enhance exports by theIr member firms They also mdlcate that FEI trammg
IS helpmg theIr firms become more competItIve and theIr busmess assocIatIOn to be more effectIve
as a pnvate sector lobby and as a better sefVIce provIder to theIr members Moreover, thIS FEI
support IS enabhng the EBWA to support newly formed women's busmess assocIatIons m 14
EgyptIan governorates and to play a cntlCal role as a foundmg member m a new federatIon
currently bemg formed wIth busmess women aSSOCiatIOns m the other Arab countnes The
EBWA leadershIp mdlcated that because of the great Job that FEI IS now domg, they mtend to
Jom FEI as a dues-paymg assocIate member when It IS formally allowed The FEI, through ItS
overlappmg leadershIp and through trammg on developmg busmess associatIons, IS at least
mdlrectly supportIng the hIgh profile, pohtIcally sensItIve, posluve transformatIon, or as some
EgyptIan say "revolutIon," currently takmg place m Egypt's Chambers of Commerce These new
changes that are expected to be mcorporated m the new by-laws would lower the percentage of
appomted leaders and for the first tIme m Egypt's hIStOry allow women to be members m the
EgyptIan Chambers of Commerce, whIch now has an estImated 3 mdhon members

• The FEI IS takIng full advantage of the econoIDIc OrIentation of the new Prime MlllIster and
Cabmet to push for an acceleratIOn of econoIDIc pohcy reforms that will Improve the overall
busmess chmate and m particular make It easier for new US Illvestments and for eXlstmg
US busmesses More generally, the FEI conference last May that unveded ItS FEI natIonal
busmess agenda was attended and applauded by over 700 attendees, many who has actIvely
worked on parts of the agenda m groups that often totaled more than a hundred busmess persons
EIght key EgyptIan mIll1sters deahng WIth economIC and commercIal matters attended seSSIOn
dealmg WIth then areas The FEI IS actIvely followmg up thIS reform agenda For example,
durmg the past week, almost 100 FEI members met With the new MIll1ster of Fmance to argue for
speCIfic key reforms and ratIOnahzatIon of Egypt's mdustnal tax law ApprOXImately 60 members
met WIth the new Mmister of CommunIcatIons to free up access and centrahze economIC and
busmess mformatIOn for all FEI members, mc1udmg US companIes They are also lobbymg for
upgradmg computer trammg and servIces, and m adoptIng protectIOn of Intellectual Property
RIghts, whose law IS expected to be passed dunng FIrst Half 2000 Speedmg up the passage of
reforms, for example, on labor alone would more than JustIfy the approxImately $10 mdhon spent
on thIS Project over the past 5 years If the Project stops on 31 December 1999, total fundmg wIll
be below the $13 mIlhon expected amount on whICh FEI leadershIp based then plans and whIch
they felt would prOVIde a safety net for thIS cnucally sensluve tranSItIon penod whde FEI was
becommg a truly representatIve pnvate-sector busmess aSSOCiatIon

• Moreover, USAID fundmg would be transitIOnal as FEI IS rapidly movmg toward and soon
expects to be self-sustammg The new USAID funded FEI buddmg, a source of pnde and
affectIOn for the US, IS expected to be fmlshed m October 2000 and would generate substantIal
mcreased revenues from office space and other faclhty rentals In addItIon, as pomted out earher,
membershIp IS mcreasmg m number and membershIp fees are mcreasmg m amount for all SIze
categones, WIth the largest 150 to 200 member flfffiS mcreasmg theIr current annual fees from a
range of LE2,000 to LE3,000, dependmg on the mdustnal chamber, to a unIform LEIO,OOO, and
the smallest member flfffiS membershIp fees are nsmg from LE50 to LE 200 Moreover the 3,000
to 5,000 new factones under constructIon wIll also be substantIally enhancmg the membershIp
base Another source of mcreased revenues IS expected to be the trammg seSSIons that are VIewed
by members and then affihates and other busmess aSSOCiatIons as extremely valuable Fees for
these seSSIOns are expected to nse All of thIS IS expected to soon make FEI fmanclally
sustamable

• WhIle FEI has not yet been prIvatIZed, It certamly acts hke a private sector busmess
association and prOVides key services sundar to a prIvate sector busmess aSSOCiatIOn The
Chairman of the Board expects FEI to be prIvatIZed by June 2000 Its new law to pnvatIze
has been drafted and reVIewed and the hIghly effectIve ChaIrman of the Board expects It to be
passed durmg Fnst Half 2000 A major reason that FEI was not pnvatlzed over the past year has
been because of the FEI leadershIp's mvolvement With the pnvatIzatIOn revolutIon that has taken
place m the Egypuan Chambers of Commerce, representIng an estImated 3 mdhon persons, that
has led to a compromIse pOSItIon between the revolutIOnanes, led largely by FEI overlappmg
leadershIp, and those representIng the status quo The unexpected Window of OPPOrtunIty for
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revolutIOnIZmg the Chamber of Commerce has led to the lag m passmg the new FEI pnvatIzatIon
law Much polItIcal capItal IS bemg spent by FEI leadershIp m pnvatIzmg the EgyptIan Chambers
of Commerce, where GOE appomtments to leadershIp pOSItIons IS now expected to drop from 50
to 25 percent, and thus power has shIfted to pnvate sector representatIves ThIS IS expected to nse
to 100 percent pnvate sector representatIOn after a relatIvely short transItIonal penod As pomted
out above, for the first tIme m Egypt's hIStOry women WIll be allowed to be members m the
EgyptIan Chambers of Commerce

GIven domestIc golItIcal realItIes and the spmt of compromIse m Egypt, passage of the new
pnvatIzatIon law 5 for FEI may reqUIre a transItIon penod dunng whIch there IS but token GOE­
appomted leadershIp Passage of the new law has been postponed because of polItIcal uproar and
FEl's spent polItIcal capItal on pOSItIve reform efforts takmg place wIthm the EgyptIan Chambers
of Commerce Moreover, the FEI IS much more mstItutIOnally developed and effectIve So FE!
does not want ItS pnvatIzatIon law ratIfied at the same tIme as that of the Chambers for fear ItS
passage dunng thIS penod would dIlute ItS pnvate sector prOVIsIons If the FEI law IS passed In
the commg legIslatIve penod, or the next, It appears that the USAID CIPElEgypt Project WIll
have led to the pnvatIzatIon of not only the FEI, WIth ItS estImated 15 thousand mdustnal firms,
but also the EgyptIan Chamber of Commerce WIth ItS 3 mIllIon members whIch WIll also be
augmented WIth ItS admIssIOn of women members for the first tIme m EgyptIan htstory

• Other donors rncludrng the European Commumty and rn particular Germany are already
posItlOmng themselves to fill the expected vacuum that would occur WIth curtailment of the
CIPE program Moreover, FEI leadershIp conSIstently expresses therr smcere apprecIatIOn for
the strong support that the USAID has gIven them They also mdicated that It would be a shame
for the US not to fmIsh a Job well done and at the end relmqUlsh therr key role to the European
CommunIty and speCIfic countnes such as Germany, espeCIally given the dIfferent approaches to
how to organIze a busmess aSSOCIatIon A s1ll1I1ar SItuatIon occurred recently WIth Germany's
attempt to fill a vacuum from the perceIved pull out by the Amencans from Egypt's PublIc
Enterpnse Office That SItuatIon was corrected by USAID

In sum, the FEI IS not Just another busrness aSSOCiatIOn It IS now one of the most If not the most
dynaIDIc busmess aSSOCiatIOns rn Egypt Moreover unhke any other, FEI speaks for all
Egyptian mdustry Its Importance for US busmess, for example, was reflected by the new
Executive Director of the American Chamber of Commerce who mdlcated AmCham's
effectiveness would be substantially curtaIled If FEI, their partner rn reform, cut back ItS
services and lobbymg efforts and was allowed to regress to ItS pre-CIPE state Cuttmg back US
support at thiS Critical pornt m FEI transItion could lead to a collapse of thIs still transformmg
busrness aSSOCiatIOn Such a collapse IS pOSSible and m fact occurred already approXimately
midway through thiS Project The enormous expected benefits assOCiated With contmued
fundmg of thiS Project through the expected short transItion perIod greatly outweighs the
relatively small costs of thiS Project which are Dllmscule compared to overall US fundrng levels
for Egypt

The Project had a weak mstItutIOnal start due to an overall lack of pnvate sector busmess aSSOCIatIOn
expenence m Egypt and thus appropnately skIlled personnel, defiCIency of CIPE expenence In
workIng WIth state controlled busmess aSSOCIatIons and transformmg them mto pnvate sector ones,
absence mItIally of an CIPE expatrIate manager WIth substantIve knowledge of busmess aSSOCIatIons,
and an Inadequate understandmg of Egypt These factors contrIbuted to a weak and mappropnate
project deSIgn Under the InitIal ProJect, new appropnately skIlled staff WIth substantIally hIgher
wages worked m close prOXImIty to the preVIOUS FE! staff very low GOE wages ThIs created
enormous personnel problems that m turn created dIfficultIes among members of the FEI Board
CIPE management In Washmgton office that dId not understand what was takIng place m Egypt and
was not aware of other problems assOCIated WIth thIS Project's deSIgn and management As a result of
these and other factors, the CIPE Project as an FE! mstItutIon buIlder collapsed completely m
December 1996 when all almost all the USAID-funded CIPE EgyptIan profeSSIonal staff were fired

IS FEI prefers to use Independence Law as they feel that pnvatlzahon IS more relevant to a state owned
enterpnse that IS bemg transferred or sold to the pnvate sector
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WIth a one month's nonce Up to thIS mIdway pomt, the Project had produced a draft pohcy acoon
plan that had been wIdely dIstnbuted to deCISIon-makers m Egypt mcludmg those on the PreSIdents
CouncIl Moreover, a draft export strategy was prepared for dIScussIons at the first meetmg of the
HIgh CouncIl on Exports, whIch IS chaIred by PreSIdent Mubarak The actIOn plan also prOVIded FEI
pOSItIOns that supported pnvate sector development, when they were asked to comment on certam
posioons It also allowed them to aVOId polItIcal problems such as occurred when asked to comment
on thIS Issue of Intellectual Property RIghts Thus the document prOVIded substannal polIcy guIdance
dunng the early stages of pnvatIzatIOn and pnvate sector development, WhICh subsequently allowed
pnvate sector leaders to focus on key Issues such at the de-monopolIzanon and pnvanzatIon of the
mantIme port servIces

The catharSIS of the finngs of FEI staff led to a replacement of the CIPE country dIrector and a change
m CIPE project management m Washmgton In October 1997, two-thIrds of the FEI Board were
elected and the GOE appomted the other thIrd mcludmg a new FEI ChaIrman and two VIce Charrmen
As the SItuatIon remamed statIc after the finngs, eIPE's new management and USAID made an
Important declSlon to open up the funds to other busmess aSSOCIatIons whIch appeared to act as a
catalyst for FEI to regroup, redeSIgn, rehIre and move ahead The new FEl leadershIp hIred new staff
that were hIghly qualIfied m theIr gIven areas of expertIse, Improved the mstItutIonal arrangement by
creatmg a Project Management UnIt m the new FEI bUIldmg, placed control, dIrectIon and ImtIatIve
more WIth the FEI and less WIth CIPE, moved CIPE away from the new PMU and subsequently, let
CIPE essentIally act as a faclhtator of FEI ImtIatIves ThIS new mstItunonal arrangement placed more
management on FEI leadershIp and less on CIPE or USAID

• The FEI prOVides an effective lobby for busmess and econonnc reforms that enhance the
performance and profitability of US companies that are riSIng m number In Egypt All US
mdustnal compames m Egypt are members of FEI except those m the duty free mdustnal areas
Many new US mdustnal compames are expected to be openIng up operanons m Egypt over the
next few years and would be members of FEI Also FEI IS openmg up membershIp to affihate
compames, mcludmg banks, m an effort to raIse Its revenues and thus FEl sustamabilIty, as
descnbed more fully below Many of these new affihates would be fully or partly US-owned

• The FEI, which has a close relatIOnship and conSiders Itself a partner to the US, has after a
dIfficult start made and contInues to make great mstItutlOnalimprovements over the past 18
months that m turn are yleldmg powerful econOmIC, SOCial and pohtIcal benefits The US
support through CIPE has faclhtated a process by WhICh FEI leadershIp IS transformmg the
organIzatIon mstitutIOnally mto IS one of the most powerful agents for econOmIC and busmess
reform m Egypt WhIle still transinonal as an msntutIOn, FEI IS developmg mto an organIzatIon
provldmg countrywIde and sector~wlde mformatIon, busmess servIces and pohcy reform
advocacy that supports effiCIent pnvate-sector alternatIves to the former state-dommated
economy For example, Egypt has had essennally no expenence With pnvate busmess
aSSOCIanons Most of the new pnvate busmess aSSOCiatIons are at the most a few years old As a
result, as Egypt transforms Itself mto a market economy It lacks the Important role of an effiCIent
network of pnvate busmess aSSOCIanons At thIs nme, the expertIse prOVIded by the USAID
funded CIPE Egypt Project to FEI and other busmess aSSOCiatIOns IS the major vehIcle for
developmg thIS Important network of mstItutIons that support Egypt's pnvate sector, mcludmg
those firms owned fully or m part by US CItizens Thus CIPE support, partIcularly for FEI, IS a
catalyst for pnvate sector change that greatly complements and enhances the potential success of
other US supported projects such as those supportmg pnvanzatlon, the capItal market and the
proposed USAID/Egypt Project that would prOVIde support pnvate-sector busmess aSSOCIanons

In 2 RecommendatIOns

Mam RecommendatIon Contmue USAID Support of FEI through the CIPElEgypt Project or a
Follow-On Project Durmg FEI's Current TranSItion Period ThIS project effecnvely started less
than two years ago It appears to be on track to become a powerful pOSItive agent for economIC
growth, but as an mstItutIOn It IS stIll very vulnerable
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Support for FEI should be consIdered m the context of other key programs that are part of the USAID
funded reform program mcludmg the Sector PolIcy Reform (SPR) program, capItal markets proJect,
pnvatIzatIon, envIronment, developmg pnvate sector busmess aSSOCiations or others busmess related
support programs

• FEI, USAID and other donors should contInue to work more collaboratIvely to support
pohcy reforms and InstitutIOnal development, as was more clearly the case In the first part
of thIS Project

• FEI should contInue workIng collaboratlVely WIth USAID through groups hke CIPE to
prOVide more hIgher quahty traInIng and techmcal support for bUSIness assocIations

• USAID and other donors should work collaboratIvely WIth FEI to support the mstItutlOnal and
pohcy reform effort WIth contmued cash transfers and mutually agreed upon pohcy condItions
along the hoes of the USAID Sectoral Pohcy Reform (SPR) Program and aImed at remOVIng
key pohcy and mstItutlOnal constramts to pnvate sector development

There are a number of polIcy areas that need contmued support by condITIonally aSsocIatmg them WIth
USAID Cash Transfers Some hIgh pnonty ones are found m the FEI pohcy agenda presented m the
May 1999 FEI conference

ill 2 2 In RelatIOn to Pohcy Reforms and RemoVIn~Key Constramts

• USAID should negotIate WIth the GOE, WIth close consultatIon wIth FEI and other
representatIve bUSIness aSSOCIatIOns and Investment groups, condItIOns to Improve the
bUSIness and Investment chmate for pnvate firms See the FEI pohcy agenda for one set of
reforms

• USAID should negotIate WIth the GOE on conditions that would remove "barrIers to entry" of
smaller less pohtIcally connected pnvate bUSIness aSSOCIations Many small firms gather m
mformal relaTIonshtps that cannot take full advantage of the mcreasmg advantages of formal busmess
aSSOCiations All effort must be made to remove bamers to theIr entry mto the formal busmess
sector

ill 2 3 In RelationshIP to ModernlZIn~FEI as an Institution

• USAID should not place so much emphasIS on Just pnvatlZatIon of FEI gIVen Its tranSItional
nature and ItS substantIal development and Increasmg representational support for prIvate
sector development

ThIS Project was overly ambttIous from the begmnmg pamcularly With regard to Its qUIck pnvatIzaTIon It
IS pamcularly dIfficult to transform an enTIty dommated by large pubhc sector enterpnses mto a truly
representaTIve pnvate sector group Now, there have been major atTItudmal changes that make a
representaTIonal approach more appropnate FITst, major pnvatIzaTIon ofGOE parastatals has taken place
over the past 4 years Secondly, there has been a major change m atTItude as to where the economy IS
gomg that much more represents a pnvate-sector mentahty ThIs IS reflected m the recent appomtment of
Mmister AbeId, former Mmister of Pubhc Enterpnses, as the new PrIme Mmister, and hIs proteges m
many key eCOnOlTIlC pOSITIOnS GIVen hIs success m pnvatIzatIon, this IS a clear mdicatIon that
pnvatIzatIon IS contmumg m a way that was ongmally outlmed m 1991by the World Bank and IMP
pohcymatnx

III 2 4 In Relation to InstitutIOnal Development of FEI

• USAID or other donors should negotiate WIth the FEI to prOVide a safety net durmg ItS
tranSItIOn toward becommg a prIvate entity WIth voluntary membership Under this approach,
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the contractor mvolved WIth coordmatIon work WIth other USAID resources could msure that
appropnate fmancmg and TA IS provIded to deal WIth the unmedmte problem

• USAID or other donors should support FEI leadershIp by complementIng Its TA WIth trammg
and accredItatIon systems as bemg developed by the techmcal group Wlthm FEI To support
pnvatIzatIon, FEI mIght consIder workmg WIth donors to prOVIde trammg programs for the Holdmg
CompanIes and therr Affihated CompanIes on how to complete the pnvatIzatIon of therr companIes,
pOSSIbly m conjunctIon WIth the InstItute for InternatIonal EducatIon m subjects such as mformatIon
memoranda, valuatIon, corporate finance, and negotIatIon Trammg can only be effectIve If proVIded
and managed by professIonals m the field and would have more credtbIhty If sponsored by FEI

m 2 5 In RelatIOn to the Scope of ProJect

• USAID or other donors should support GOE leadershIp and work Wlthm the relevant GOE
mmlstrles to reestabbsh a more actIve pubhc awareness and educatIon program for developmg
prIvate sector busmess assocIatIons GlVen the lack of pubhc knowledge and acceptance of the
pohcy reforms, sktlltrammg, management trammg, aSSOCIatIons trammg by the general pubhc, not to
mentIon the Imgenng doubts among a mmonty of deCISIon-makers, any new effort should proVIde
suffiCIent fundmg for a pubhc awareness campaIgn ThIS IS less a problem than when thIS Project
began five years ago, but there IS soll a need for support m thIS area Currently, the pnvate sector
reforms are bemg dIscussed m publIc by mdlVlduals that are not fully mformed of the most current
and up-to-date facts, and thIS can lead to rnappropnate actIons by major deCISIon makers and general
mvestors and undermme the GOE's ambItIous targets for econOmIC growth and SOCIal reform

• FEI should examme new areas for strengthenmg prIvate sector actIVItIes such as regulatory
agencIes m whIch FEI could prOVIde substantIal mdustry expertIse USAID should negotIate
WIth the GOE on mutually agreed upon condItIons to complement prIvatIzatIon actIVItIes by
contmumg to de-monopobze strategIc sectors ThIS mvolves removmg old econOlDlC regulatIons
and prIce controls whIle concurrently mstallmg modern regulatory agencIes along the Imes of
those used m developed lDIXed econOlDles, or m other words, strIke a balance between
deregulatIon or de-monopobzatlOn and prIvatIzatIon or dIvestIture Regulatory agenCIes, such as
the CapItal Market Authonty (CMA), have been created to regulate economIC actIVIoes such as the
EgyptIan stock market Regulatory agenCIes m modem econOmIes are responSIble for dIverse areas m
such sectors as mterreglOnal land transportaoon, antItrust, consumer protectIon, food, drugs,
cosmetIcs, mterreglOnal communIcatIons, CIVIl aVIatIon, raIlroad safety, arrlme safety, consumer
products, phySIcal envrronment, auto safety, fuel economy, gas emISSIons, worker safety and health,
CIVIlIan nuclear reactors, 011, gas and wholesale electnc power Many of these sectors m Egypt are
expenencmg or WIll encounter mcreasmgly pnvate sector parncIpatIon over the next few years
Many of these areas are natural monopolIes In democratIc governments, regulatory agenCIes are
commonly VIewed by legIslatures as respondmg to the shortcommgs of both the legtslature and the
courts These broad branches of the government are unable to mamtam constant, mformed
supervISIon of economIC actIVIties As a result, agenCIes are created that have admmistratIve, quasI­
legIslative and quaSI-JudICIal powers In modern economIes a staff of lawyers, economIsts, and other
relevant profeSSIOnals serve these commISSIoners Currently, USAID IS supportmg work on the
CMA, but mIght conSIder other mdustnes m whIch pnvatIzatIon would lead to a monopoly or
olIgopoly that would most appropnately be governed by a regulatory agency USAID, m ItS
negotIatIons WIth the GOE, may WIsh to conSIder addmg more weIght to regulatory and
deregulatory efforts and legal aSSIstance that would accelerate m the pnvatIzatIon effort Passage
of the CapItal Markets Law prOVIdes modem regulatIOn of the capItal market It was cntIcally
Important for deregulatIon assOCIated WIth pnvatIzatIon So too was the passage of regulatory
reform measures for the bankmg mdustry So too WIll be the regulatory changes necessary for the
pnvatIzatIOn of the msurance mdustry Furthermore, regulatory efforts m the area of antI-trust
WIll be necessary and condItIonal before the pnvatIzatIon of eXIsting monopohes and cartels can
be undertaken Any future Cash Transfer WIth condItIons should strongly support thts type of
deregulatIon The GOE contInues to heaVIly regulate busmess m most sectors of the economy
WhIle Important m all mdustnes, It IS partIcularly cntIcal m Egypt's key most strategtc sectors ThIS
IS closely related to contInumg efforts to lower or remove mternatIonal trade bamers to proVIde
domestic mdustnes WIth overseas competItIon as descnbed above ThIS can mclude passmg and then
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enforcmg an antI-trust law m Egypt to make non-competItIve busmess practIces Illegal The Mmistry
of Supply was workmg on such a law It would also reqUITe contmumg to remove the legal,
regulatory and mstItutIonal bamers that prevent Egypt's smaller dynamIC companIes from becommg
medmm-siZed dynamIC companIes capable ofcreatmg more competItIve markets In thIS regard, also
see the dIScussIon above of proVIdmg more fmance to small and medmm mdustnes This could
mvolve proactIve programs to encourage new pnvate sector players by penmttmg freer entry nghts m
the proViSiOn and productIon of all semces and goods In the long run this Will probably be one of
the mam vehIcles for pnvahzmg the EgyptIan economy

• USAID or other donors should work closely and collaboratlvely WIth relevant FEI staff and
members to prOVide Techmcal ASSIstance to gather EgyptIan mdustry mformatIon that would
allow the momtormg and evaluattng of prIvate sector development country-WIde, and to
momtor where pubhc sector SubSIdIes to parastatals are creatmg an unfaIr advantage for
competmg prIvate enterprIses For example, this would mclude momtormg and evaluatmg pubhc
sector pnntmg enterpnses and determmmg subSIdes they are proVIded Efforts should be made to
ehmmate or reduce those SubSIdIes ThIS could mclude momtonng and evaluahng those pubhc sector
SubSIdIes

• Donors should work WIth FEI by provldmg Techmcal ASSIstance to help It monItor and
evaluate prIvate sector development as a process and not Just numbers

III 2 6 USAID Should Have a Sohd Clear Project DesI2n that Supports RepresentatIVe and
DemocratIc Busmess ASSOCiatIOns

The USAID should probably reexamme the contractIng process for supportIng busmess aSSOCIatIOns
More optIons should be allowed to extend contractors that are domg a good Job near the end of theIT
proJects, gIven the hIgh start up costs of settIng up an effectIve program ill thIS area

• VSAID should prOVIde substantial techmcal assistance and fmanclal support to smaller
specIahzed pnvate sector aSSOCIatIOns along the hnes prOVided by the CIPE Egypt Project
The support should be transItIOnal More support should be gIven to the aSSOCIatIons made
up of smaller and medIUm-SIZed firms
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1 Chamber of Leather Industnes
2 Chamber of Pnntlng
3 Chamber of Cereals Industnes

Other Chambers
1 Amencan Chamber of Commerce

Other AssocIatIons
1 Egyptian Busmess Women Association
2 Egyptlan Seed AssoClatlon
3 MIlk Producers AssocIatlon

USAID
1
2
3

OPE
1
2
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Proposed Workplan
for

EvaluatIOn of the CIPE-FEI Egypt Project

(6 December 1999)

After reVIeWIng five large and comprehensIve notebooks of relevant documents sent to Frankfurt and
descnbed In the scope of work, the consultant would IdentIfy general and speCIfic purposes, ObjectIves
and goals of the Project summanzed In the scope of work Randa Al Zoghbi of CIPElEgypt would
accompany the consultant to the IntervIews The consultant tentatIvely would meet wIth the attached lIst
of Project partICIpants and beneficIanes These would Include management and staff of the FEI Project
Management Umt (PMU), CIPE and USAIDlEgypt, and finally other IndIVIduals or representaTIves of
other bUSIness aSSOCIatIons that are famIlIar With FEI or have receIved grants from the CIPE Egypt
Project

At the begmnIng of the IntervIews, top pnonty would be for meeTIngs WIth CIPE and PMU staff,
followed by selected members of the FE! board of dIrectors and other EgyptIan parTIcIpants and drrect
beneficIanes of the Project Lowest pnonty would be for representaTIves of entITIeS that are pOSSIble
future members of FEI The FEI board of dIrectors has recently approved therr entry for drrect
membershIp The lIst and TImIng would be flexIble to obtaIn as many IntervIews as pOSSIble WIthIn the
short TIme span of the evaluatIon that IS occumng largely tirrough Ramadan when most EgyptIans are
dIfficult to reach for IntervIews Thus, all effort would be made to meet early WIth key EgypTIans to aVOId
problems assocIated WIth vacatIons dunng Ramadan

The attached lIst ("Schedule) of potentIal IntervIewees should be VIewed as tentatIve and would be
augmented or adapted as needed to fill InformaTIon gaps The InformaTIon obtaIned from these meetIngs
would be augmented, as appropnate and as needed, by telephone conversatIOns, eXISTIng surveys and
studIes, or other InformatIon sources

QuestIOns asked dunng the early meeTIngs WIth CIPE and PMU staff would focus on establIshIng the
range of PMU or CIPE-related actIVItIes and servIces and theIr effectIveness, and on determmIng the
extent to whIch they support the ProJect's goals and objectIves that can be determIned as descnbed above
The questIOns would also focus on management Issues InvolVIng the transformaTIon of FE! from a
SOCIalIst era "whIte elephant" orgamzatIon Into one that mIght be more appropnate and effectIve In
Egypt's new more open and market-onented economy ThIS new economy relIes more heaVIly than In the
past on pnvate- rather than publIc-sector decISIon-makmg The IntervIews would also address the
effectIveness of actual CIPE Project actIVItIes and servIces m supportIng the ProJect's goals and
objectIves The IntervIews would also determIne Important hIghlIghts of the Project

The actual questIons would ultImately depend on who would be asked and where the answers would
subsequently lead ImtIaI questIOns to all IntervIewees would Include broad quesTIons, as outlmed below,
that would encourage the mtervIewee to descnbe what went nght and what went wrong WIth the Project
The focus would be on dIrect beneficianes, but where pOSSIble the evaluator Will attempt to examIne the
resultIng servIces on IndIVIdual EgypTIan member firms Examples of the broad questIons are

• What are or have been the major benefits or the most Important servIces of the CIPE Project or PMU
your Industry? Or where appropnate, what In your opmIon are the most Important servIces or
benefits of the Project on EgyptIan manufactunng or In attammg hIgher broad-based economIC
growth In Egypt When pOSSIble gIven the time lImItatIons, the IntervIews Will examIne the Impact of
the project on the IndIrect beneficIanes Egypt's manufactunng firms?

• What have been the least Important or benefiCIal servIces, as compared to costs, prOVIded by the CIPE
Project or the PMU to your mdustry Or as relevant what In your OpInIOn are the least Important
servIces or benefits, compared to costs, of the Project for EgypTIan manufactunng In general?
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• Is the FEI through the PMU provIdmg better or worst servIces to your mdustry or Egypnan
manufacturmg m general now compared to FEI servIces 5 years ago? In what ways? How do you
rate the PMU's efficIency and responSIveness to mdustry or mdustry assocmtlOn needs now compared
to 5 years ago?

• What other servIces or benefits m your opmIOn could the PMU eIther Improve upon or provIde m the
future, as appropnate, to your mdustry or Egyptian manufacturmg m general? Is FEI an appropnate
seTVlce orgamzanon to proVIde these seTVlces or benefits?

These mterviews would begm With the above general questlOns, and would subsequently focus on other
benefits or servIces provIded by the Project that had not yet been dIscussed earher dunng any partIcular
mterview For example, If workshops had not been mennoned, the mterviewee mlght be asked
specIfically whether the workshops had been useful to hIS mdustry? SImIlarly, the mteTVlewee mlght be
asked If the FEI pohcy Imnatlves and pnvate-section mdustry dialog WIth the government are useful to
Improvmg economIC efficIency and profitabIhty of firms m hIS or her mdustry? The quesnonmg would
also examme the appropnateness of FEI m proVIdmg ItS seTVlces VIs-a-VIs other possIble servIce
provIders For example, the mteTVlewees could be asked If other orgamzatIOns or mdividuals were
provldmg the servIce or would be more appropnate m provIdmg the servIce? ThIS lme of questIOnmg
would be expected to yIeld Important Issues that would be appropnate and useful for the evaluanon

The questlonmg would also focus on how the Project has leveraged USAlD fundmg by encouragmg
complementary fundmg by other donors or most Importantly by Egypt's pnvate sector manufactunng
firms To what extent do the mteTVlewees, If FEI members, VIew the servIces useful enough to pay for
them For example, are ennnes wIlhng to pay to attend workshops or to obtam mformanon from FE!?
Would potennal members be wIlhng to pay to obtam the servIces of FEI? The evaluanon would also
address the benefits of the project on U S mterests

Thus to summanze m shghtly dIfferent terms, the evaluatlon's general approach m the questlomng would
examme the value of the more Important dIscounted past and expected future benefits of the Project ThIS
would be compared to the approXImately $10 mtlhon expendItures or costs of the Project over the past 5
years In addlnon, and very Importantly, the questlonmg would focus on the mstltunonal change that has
taken place withm the FEI over the 5-year course of the proJect, and determme the extent to wruch thIS
supports the Project and USAlD's strategic goals Is the orgamzanon movmg toward bemg self­
sustammg? The evaluanon would examme what change IS expected m the near future, and the extent to
whIch the early termmanon of the Project mIght be expected to Impact expected future net benefits The
evaluatlOn would also examme the appropnateness of USAID management deCISIon to termmate thIS
Project m what appears Imtlally to be a cnncal transinonal penod of FEI's msntutlonal transformatIOn
from a fully funded government ennty mto one that IS funded by FE! members

The quesnomng would contrast m general terms and With specIfic examples the general state of FEI at the
begmnmg of the project With what IS takmg place m FEI now or where FE! as an orgamzatIOn appears to
be headmg? Has there been sIgmficant Improvement m the quannty and quahty of seTVlces to Egyptlan
manufactunng mdustnes? Have the benefits been broad-based or focused on specIfic sectors or
mdlvldual firms? Has there been Improvement m corporate governance that allows FE! to be more
accountable to and proVIde better servIces for ItS member firms and mdustnes? Has there been mcreased
representanve partIcipanon m deCISIon making? What mIght occur when the USAID/Egypt CIPE Project
IS termmated?

The findmgs obtamed from the consultant's tnp to Egypt from 4 to 23 December would subsequently be
the base for the Imtlal and fmal draft fmal evaluation of the CIPE Egypt Project to be fmlshed by the
consultant at home m Frankfurt, Germany
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Eng Loutfi Mazhar
ExecutIve DIrector
FederatIOn of EgyptIan Industnes
28A Cormche El NIl
Catro, Egypt

Dear Mr Mazhar

USAID CooperatIve Agreement # 263-0225-A-OO-4083-00

December 28, 1999

As you are aware, for the past few years CIPE has used a dIagnostIc tool to measure the mstltutIonal
capacIty ofbusmess assOcIatIOns The dIagnostIc quantIfies how close a busmess assocIatIOn IS to an
Ideal, mternatIOnal model by exammmg ten cntena, lIsted below, and m partIcular It was desIgned to
track Improvements m those areas that may be attrIbuted to CIPE's support The dIagnostIc, IS usually
admmlstered by an mdependent, ObjectIve thIrd party (consultant), and assIsts CIPE and the target
aSSOCIatIOn m IdentIfymg strengths, weaknesses and opportumtles wlthm the ten areas, m order to
determme what steps the assocIatIon should take to enhance Its mstItutlOnal capaCIty

Mr MIlner was the expenenced mdependent consultant contracted by CIPE to undertake the dIagnostIc
analysIs In October 1998, when he first admmIStered the dIagnostIc, he found that FEI met 216% of the
cntena for a model mternatIOnal busmess assocIatIon A retroactIve assessment of FEl's state of
development as of October 1997 mdlcated that FEI would have met 15 6% of the cntena then In September
1999 the dIagnostIc was agam admmistered by Mr MIlner to determme to what extent FEI's mstItutIonal
capacIty had Improved wIth CIPE's technIcal and fmancIal assIstance Between October 1998 and
September 1999, FEI's overall score mcreased by 28 2% - to a score of 498%, reflectIng Improvement m all
ten cntena Accordmg to Mr MIlner, thIS Improvement can be attrIbuted to "a total change m staff, facIlItIes
and phIlosophy smce 1995 (Moreover), FEI management IS now addressmg the two challenges, (IdentIfied
m the 1998 dIagnostIc) 1 lack of coordmated dIrectIon, and 2 under-utIlIzatIon of aSSOCIatIon management
pnnclples "

An analysIs ofFEI's Improvement m each of the ten cntena can be found m the attached report The
report also prOVIdes gUIdance on where FEI may WIsh to concentrate ItS resources to further Improve
Itself

FEl's staff and board both deserve congratulatIons Achlevmg Improvement across the board m so
large an aSSOCIatIon IS a truly remarkable acmevement

Smcerely,

Stephen A Klaus
ChIef ofParty

cc Amal Amm, ACtIVIty Manager
FEI ExecutIve CommIttee Members
Roberta Mahoney, ASSOCIate DIrector
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Report on the Diagnostic Survey of the
FederatIOn of Egyptian IndustrIes

TEN CRITERlA OF THE BUSINESS ASSOCIATION DIAGNOSTIC

VISIon, MISSIon and ObjecTIves
Pubhc Pohcy Advocacy
Industry Standard Settmg (ifappllcable)
Employees
ACTIVITIeS
Infrastructure
Governance
Fmances
Membershtp RecrUItment
Pubhc RelaTIons

Cntenon One VISIOn, MIssion, Objectives

Under thIS cntenon, the aSSOCIaTIOn'S mISSIOn statement, bylaws, charter, strategIc plan, and commIttees'
job descnptIOns and mmutes are evaluated FEI's score for thIS cntenon mcreased from thIrteen pomts
on the 1998 dIagnoSTIC to twenty-eIght on the recent dIagnoSTIC (out of a total possIble score of fifty
pomts), and the aSSOCIaTIOn receIved more pomts for almost every Item mentIOned above

WIth respect to the mISSIOn statement, m partIcular, dunng the past year, the FEI staff carefully drafted a
completely new statement, WhICh was fonnally approved by the Board ofDrrectors and subsequently
shared WIth the members Therefore, the score for thIS Item mcreased from two to eIght pomts In
addITIon, m 1998, FEI receIved zero pomts for strategIc plan because It had no plan, however, a score of
five was earned on the recent dIagnOSTIC because a financIal sustarnabIlIty plan has been wntten and
adopted by the Board, but has not yet been publIshed for general consumptIOn

The FEI's score for ItS bylaws rncreased from two to five pornts because the FE! reVIewed them and has
made some modIficaTIons, rn parTIcular, It has declared ItS rntenTIon to move from mandatory to voluntary
membershIp However, the aSSOCIaTIOn dId not receIve full pornts because ItS bylaws are those that are
Issued by the EgypTIan government Other pnvate assocIatIOns m Egypt (e g EgypTIan Busrnessmen's
AssocIatIon, Amencan Chamber of Commerce rn Egypt) have developed therr own bylaws WIth clear
polICIes and procedures to ensure sound governance WIth regard to the last two Items charter and job
descnpTIons and mmutes for commIttees, there was httle or no change m the aSSOCIaTIOn'S score

Cntenon Two Pubhc Pohcy Advocacy

Under thIS cntenon, the assocIaTIon's agenda ofpubhc polIcy Issues, pOSITIOnS adopted, Issue bnefs,
research reports, and lobbymg reports are evaluated FEI's score for thIS cntenon rncreased remarkably,
from SIX to thIrty-seven pomts, out of a total possIble score of fifty pornts

In 1998, the FEI had an mfonnal agenda ofpolIcy Issues that It brought before the government, as well as
pOSITIOnS on those Issues It held penodIc roundtables to dISCUSS polIcy Issues With government declSlon­
makers, however, most lobbymg was undertaken one-on-one, through personal contacts between the
FEI's board members and declSlon-makers Srnce then, the FEI has developed a fonnal busmess agenda,
pubhshrng a booklet that contams the assocIatIOn's pOSITIOnS on fourteen dIfferent Issues The agenda
was approved by the enure Board of DIrectors, and then It was shared WIth members, government
deCISIon-makers and the general pubhc at a two-day conference that took place rn early 1999 The FEI
plans to conduct an aggreSSIve polIcy advocacy campaIgn m 2000

AnnexC 43



Evaluation Report USAID Cooperative Agreement # 263-0225-A-OO-4083-00

The only Item under thIS cntenon for whIch the FEI receIved no pomts IS lobbyzng reports oflts pollcy
advocacy actlVltles, smce the aSSOCiaTIon has not yet produced any

Criterion Three Industry Standard Settmg

Under thIS cntenon, an orgamzatlOn's publIcatIOns about ItS standards programs, research documentatIon,
Job descnptIons for members of the standards commIttees, commIttee meetmg mInutes, and mdustry
standard certIficatIOn program are evaluated The FEI's score for thIS cntenon Increased from zero to
twenty pomts, out of a total possIble score of fifty POInts In 1998, the FEI had no program for settIng
mdustry standards, but It planned to develop one, and Its mISSIon statement mcluded language to thIS
effect In the past year, the FE! developed a system to certIfy Industnal crafts, such as metalworkmg and
operaTIng boIlers ExtenSIve research was conducted by a consultant, and five manuals for vanous skIll
sets were drafted The FEI held a semmar to Introduce members to the new cerTIficatIon program, and
feedback was pOSItIve In fact, members mdIcated that they would be mterested In addmg other skIll sets
to the program, and that they mIght be wIllIng to pay for It

The FEI receIved ten pomts for ItS research documentatIOn, WhICh IS ofhIgh qualIty, but only five pomts
for ItS descnptIve publIcatIOns and certIficatIOn program, SInce the program IS stIll m the preparatory
stage On the other hand, the FE! receIved no POInts for Job descnpTIons for members ofthe standards
commIttees nor commIttee meetIng mInutes, smce these documents do not eXIst The FE! plans to
Implement ItS certIficatIOn program In 2000, and to expand It to mclude addItIonal skIll sets If there IS
enough member Interest and fundIng

Criterion Four AssociatIOn Employees

Under thIS cntenon, the associatIOn's staffJob descnptlOns, personnel files, personnel procedures manual,
performance evaluatIon form, Job applIcaTIon form, employee TIme sheets, and staffhlrmg and retenTIon
are evaluated FEI's score for thIS cntenon Increased from thIrty-three pomts on the first dIagnostIc to
forty-four on the second, out of a total pOSSIble score of seventy pomts

IndIVIdual scores for staffjob descnpTIons, personnel files, procedures manual and employee tIme sheets
mcreased moderately, refleCTIng small Improvements m each of these areas On the other hand, scores for
the performance evaluatIon and job applIcatIOn forms mcreased from zero to SIX, smce these documents
dId not eXIst at the TIme of the first dIagnOSTIC, and now they eXIst but are not fully Implemented
However, the score for staffhmng and retentIon actually decreased from seven to five pomts, because the
aSSOCIatIOn has had greater staff turnover dunng the past year than an aSSOCIaTIOn would normally
expenence Current staffmembers have mdIcated that they are also explonng the job market, because
they fear that when USAID' s cooperatIve agreement WIth CIPE termmates at the end of 1999, there wIll
not be suffiCIent fundmg to support the current level of staffing

Criterion FIVe ASSOCiation ActIvItIes

Under thIS cntenon, the associaTIon's program ofwork, membership dIrectory, annual reports, polIcy
manual and lIst ofprograms, products and servIces are evaluated FEI's score for thIS cntenon mcreased
substantIally from four pomts on the first dIagnOSTIC to twenty-three on the second, out of a total pOSSIble
score of fifty pomts

In 1998, the FEI receIved only four pomts for Its program of work, whIch consIsted of a SIX-month plan
for speCIfic departments wIthm the Project Management Umt (PMU) On the current dIagnOSTIC, the
FEI's score for the program of work actually decreased to three pomts, smce the FEI has only begun to
develop a program of work for 2000 On the other hand, the FEI receIved ten pomts for ItS polIcy
manual, whIch has been approved by the Board and IS fully Implemented It receIved five pomts for the
membershIp drrectory, WhICh was updated dunng the past year and IS avaIlable m hard copy or on CD
Rom, but has not yet been dlstnbuted to all of the FEI's members Three pomts were earned for the
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annual reports, smce a sImple annual report has been produced, but It IS not publIshed and dIstrIbuted as a
marketmg tool for the assocIatIOn Fmally, two pomts were earned for lIsts of programs, products and
servIces, because 11sts are avmlable but, agam, they are not produced and dlstnbuted as markenng tools
The assocIatIOn has not yet fulfilled ItS plan to produce a shck brochure for Its membershIp programs and
servIces

CrIterIon Su. AssociatIon Infrastructure

Under thlS cntenon, the assoclanon's orgamzatlon chart, lIst ofboard members, lIst of commIttee
chaIrmen, onentatlon matenal for commIttee chamnen, and onentatlon matenal for commIttee members
are evaluated FEI's score for thIS cntenon mcreased from mne pomts on the first dtagnOStIC to twenty­
SIX on the second, out of a total possIble score of fifty pomts

Dunng the past year, the FE! Improved the lIsts ofboth the board members and the commIttee members,
and the current lIsts contam all of the necessary mformatlon commIttee and other assIgnments, terms,
contact mformanon, etc Therefore, the FEI receIved ten pomts for each of these Items On the other
hand, the assoclatlon stlll has no onentanon matenal for commlttee chamnan and members, so It
receIved, agam, zero pomts for these two Items ThlS IS a grave oversIght, because the assoclanon's
volunteers should be well aware oftherr responslblhnes - where they begm and end

Fmally, the FEI' score for ItS orgamzatlon chart mcreased moderately from five to SIX pomts, because the
current chart mcludes all of the assoctatlon's staff members and clanfies functIOnal responSIbIlItIes
However, the chart does not specIfy reportmg responsIbIlItIes, nor does It mclude a box for members at
the top, as the enTIty wIth the hlghest level of authonty wlthm the orgamzatIon

CnterIon Seven ASSOCiatIon Governance

Under thIS cntenon, the assocIatIOn's lIst of officers, onentatIOn matenal for board members, Job
descnpTIons for officers and drrectors, board mmutes, and exeCUTIve commlttee mmutes are evaluated
FEl's score for thIS cntenon mcreased shghtly, from twenty-one on the first dtagnoSTIC to twenty-two
pomts on the second, out of a total possIble score of fifty pomts
FEI's score for lIst of officers mcreased from five to seven pomts because the lIst contams all of the
necessary contact mformatIOn, It has been made readIly avaIlable to members and others through the
membershIp drrectory, and It mcludes length of terms for each officer The assoctatlon dId not recelve
full pomts on thIS Item because there are no term lImIts for officers Term lIffilts are rrnportant m order to
bnng new blood - new Ideas - mto the leadershlp of the orgamzaTIon and to allow other members an
opportumty to volunteer and lead

The FEI earned, agam, zero pomts for onentatIon matenal, smce these are stIlllackmg OnentatIon
matenalls cntIcal, because board members should be well aware oftherrresponslbllItIes and lImIts to
theIr authonty On the other hand, the score for officers' and drrectors' Job descnptIOns mcreased from
zero to five pomts, smce descnptIOns were prepared dunng the past year, however, they do not adequately
speCIfy dUTIes and authontIes, WhICh are necessary m order to ensure effectIve, smooth management

The score for board mmutes mcreased from eIght to ten pomts because the Board conSIstently records, ill

great detaIl, the mmutes of ItS meetlngs However, the score for exeCUTIve commIttee mmutes decreased
from eIght to zero pomts, smce mmutes are, apparently, no longer taken Mmutes should be taken
conSIstently and filed at the FEI, m order to ensure that the commlttee's actlvITIeS, pamcularly WIth regard
to declsIOn-makmg, are completely transparent If there IS ever be a need to mvestIgate one of the
commIttee's decIsIOns, the lack ofmmutes would be qUIte problemaTIC, to say the least
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Under thIS cntenon, the assocIatIon's financIal reports, current budget, audIt, dues schedule, financIal
pohcles, and financlal/accountmg processes are evaluated FEI's score for thIS cntenon Increased from
twenty-three on the first dIagnostIc to forty-three on the second, out of a total pOSSIble score of SIXty
POInts

FEI's score of SIX pomts for ItS current budget IS only one pomt hIgher than Its score on the 1998
dIagnostIc, reflectIng a slIght Improvement m the orgamzatIon's preparatIon and use of an annual budget
and other documents, such as a cash flow statement The FEI dId not receIve all pOSSIble pomts for thIS
area because It has not successfully developed a budget for the commg year, one WhICh makes reasonable
estImates of the aSSOCIatIOn's mcome and expenses However, the FEI showed greater Improvement In
other areas, for example, ItS score for the most recent financIal reports Increased from SIX to ten pomts,
because It regularly prepares all of the standard reports balance sheets, mcome statements, etc, and It
uses accrual accountmg

WIth regard to ItS financIal polICIes, the FEI's score mcreased from two to seven pomts, because the
aSSOCIatIon developed detaIled and transparent finanCIal polICIes and has been ImplementIng them
strmgently for the past year For ItS fmanclal and accountIng processes, also, the score mcreased
substantIally from two to ten pomts, smce the accountIng and finance department IS now fully automated
On the other hand, the FEI's score for the audIt decreased from eIght to five, whIle ItS score for the dues
schedule remamed the same - zero By law, the FEI IS requIred to have an armual audIt, however, the
audIt report IS not shared WIth and approved by the General Assembly nor the Board The aSSOCIatIon
does not have a WrItten dues schedule, although It mtends to develop one

CnterIon Nme Membership RecrUitment

Under thIS cntenon, the aSSOCIatIOn's membershIp brochure, membershIp applIcatIon, membershIp lIst,
new membershIp onentatIon matenal, onentatIon presentatIon and handouts, COmmIttee preference cards,
and volunteer recognItIon deVIces are evaluated FEI's score for thIS cntenon dId not change at all
between the first and second dIagnostICS, meanmg that no progress was made Out of a pOSSIble seventy
POInts, the aSSOCIatIon earned five for ItS membershIp lIst, whIch has been updated and IS computenzed,
but has not yet been publIshed for WIdespread dlstnbutIOn Although the FEI has begun to develop a
membershIp applIcatIOn and brochure, neIther IS currently muse

The FEI's Board has made the declSlon to move the aSSOCIatIon to voluntary membershIp, and thIS
deCISIon IS reflected m the new law that the FEI submItted to ParlIament for approval If thIS law IS
passed and the aSSOCIatIOn becomes voluntary, It WIll have to make a concerted effort to maIntam and
develop ItS membershIp, m order to ensure adequate mcome flow Therefore, It IS cntICal that the FEI
develop membershIp marketmg matenal

Criterion Ten Pubhc Relations

Under thIS cntenon, the aSSOCIatIOn's newsletter, magazme, actIon bulletIns, program brochures, and
news releases and/or medIa kIt are evaluated FEI's score for thIs cntenon mcreased from five pomts on
the first dIagnostIC to twenty-SIX on the second, out of a total pOSSIble score of fifty pomts

Dunng the past year, the FEI developed a newsletter to mfonn members of actIVItIes, events, and
Important polItIcal, economIC or Industry-related Issues Several mstallments of the newsletter were
dIstrIbuted to members, government deCISIon-makers, InternatIonal organIzatIons and the medIa The
FEI's score for ItS newsletter mcreased from zero to ten pomts

LIkeWIse, the FEI's score for program brochures mcreased from zero to eIght, and the score for the news
releases/medIa kIt clImbed from five to eIght Throughout the year, the FEI produced qualIty brochures
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for Its events and programs, such as the Busmess Agenda conference and the crafts certIficatIOn semmar
Moreover, the FEl sends press releases to all of the major EgyptIan dalhes pnor to all of Its events, and It
has been successful m attractIng Journahsts to Its actIvItIes However, the aSSOCiatIOn lacks a fonnal
medIa kIt, such as the one that the US Chamber of Commerce dIstrIbutes Such a kIt mIght mclude an
mtroductory letter from the Chainnan of the Board, a collectIon of prevIOUS press releases, posItIve news
artIcles about the orgamzatIon, a brochure explammg FEl's hIstOry and mISSIon, a hst of the board
members and dIrectors, etc

On the other hand, the FEl receIved zero pomts for actIOn bulletms and the magazme, smce It currently
produces neIther Pubhc relatIons are one of the most Important actIvItIes of a busmess assocIatIon,
therefore, It IS cntIcal that FEI contInue to develop and utIhze ItS commumcatton tools - With both ItS
members and the general pubhc The FEI should contInue to keep ItS members mfonned of actIvItIes,
new servIces, Important events, etc, m order to assure them that the orgamzatton IS workmg hard on therr
behalf and that membershIp truly IS a benefit LIkeWise, the staff and dIrectors should be commumcatmg
actIvely wIth the publIc, workmg to get FEl's message out, Improve the assocIatIon's Image, and mcrease
ItS mfluence

ComparIson of DIagnostIc Scores Over TIme

CrItenon Total POSSIble RetroactIve 1st DIagnostIc 2nd DIagnostIc
Pomts DIagnostIc (Oct (Sep 1998) (Oct 1999)

97)
I VIsion, MISSIOn, Ob.lectlVes 50 11 13 28
II PublIc PolIcy Advocacy 50 0 6 37
III Industry Standard Settm~ 50 0 0 20
IV Employees 70 17 33 44
V ActIvitIes 50 0 4 23
VI Infrastructure 50 9 9 26
VII Governance 50 21 21 22
VIII Fmances 60 18 23 43
IX MembershIp RecrUItment 70 5 5 5
X PublIc RelatIons 50 5 5 26

Total Pomts 550 86 119 274
Percenta~e Score 100% 156% 216% 498%
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l6 - 22 Decembilr 1999

Chambers seek
greater autonomy
The FederatJon of Chambers of Commerce IS

preparing a draft law aimed at revltahslng
actIVIties Mona EI-Flqi Investigates

Annex E

Boord mcmbetS of the Pcdllnl­
bon of Chambers ai ColDD1erce
met tlus week to dJsCQSS a draft
law Intended to ICV1tahse thw
actlVlllcs before plCSe13l1J1g 1t to
the MuusIlY of Supply and IIlo­
temal Trade CondlttOllll1 on be­
mg mpproved by tbe lIImtSUY
tblt'law will be sobm1l2Cd to the
People's Assembly

Dunng the meermg, members
of 26 chambers of COI1U!lerCC,
x=presentmg three DlJlhOll tnld­
eIS lIDd. bUBlDessmcn, were
unammous m the belIef that the
current law 110 189/1951 should
be amended

Mahmoud El-ArabJ, cbauman.
of the Federation of Chambers
of Commerce said that board
mcmbers had been COlllUlJS<o
sloncd by the muustcr ofSup~ly
alll:l Internal Trade to prepalil a
drafllawas SODll as poSsIble

Durmg theU' mccl:In$ board
members agreed to rctam sever­
al artlclcs ID the C\Ufellt legWll­
tIon, but 10 change outmoded lU'­
tlcles The: current law, fot
mstanee, depnves WO~D from
VOt1Dg wluch 19 patently at odds
Wlth the coDStitunon. The new
draft,l:nw w111 allow women the
nght to parttClpatC lJ1 chamber
e!ec1301lS, whull! ID futUre will
be subJect to JudlCla1 super­
'YJS1on.

The draft law reportecl1y, con­
toms 14 new neIos

Most chambers faee budgewy
COI1Slmmts on lhelt actlYlb.es
given low :mnuaI fees. curreJltly
set at LE2. The dr:l!t law Il1ISClit
fees to 0 002 per cent of tbcI
trIId~r' scapital with aDlIJI1JJlJlJD.
of LE12 WI. a maxunwn of
LE2.,OOO

The drll,(r law Will :Usa set

quotaS 011 board members - no
morc than 25 per cent wLll 11\
(utum be app01nted by the Min­
ISIIY of Supply and Intcmal
Ttlide lL$ opposed to 50 per cent
at present. The mDaltw1g bow
members will be elected by the
chamber's membm An4 lU or­
der to create sl'llbillty m cham­
bers polLees, the clr:lft law Q;­

tends the board sesSIon to fiv~

years m'tead of four And
while, accordulg to the draft
law, It wOl be prolubLted to IC­
place bauds Wlmout the ap
prova! ofthe muusrer of Supply
and linemal Trade. tho new law
wJll t).ve chambers the nght to
spend money WIthout fitsr gam­
IJIg mUl1stenlll npproval

A 80CJlll fund will also be
formed to proV1d~ firlanclal as­
SlStarlce to traders lLJId bUSIMS.9­
men JO trouble A health m
sunmcc system for tr.Ldcrs has
also been mcluded In the DeW
clraftJaw

Barber this year four members
of lh~ CllJI'O Chamber of Com·
merce: who are also MP 8 sub­
antted II. paper Ulcluchng some
amcndmeots tAl the chambers
law DISCUSSion of the paper
was postponed at the bme but
aceOIdmg to Mamdoul1 Thabet
Mekla, deputy chlllrmaD. of C31­
to Cbambcr of Commc:rce l1JJd
one of the: MPs concerned the
paper WJll be tesublD1ttcd 10 the
Peoples Assembly tbls session
''P:1rlwnen:t,'' he sllld, "bu the
nght \0 approve the federal1OJ1'S
dlaftlaw or ours"

TD further compheate rhe pie­
ture a thud chaff law we pre­
p=d by the MJIltstry of SupPly
llJld Inte:r.aal Trade before the
cabme:t resbufflo.
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