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The Business Climate in Egypt



Egypt’s GDP
The structure of the Egyptian economy has in part contributed to its relative stability during the global recession. Where many western economies relied heavily on the financial services sector as the main contributor to GDP growth, Egypt’s focus is far more on striking the balance between services and production. The Egyptian production sector makes up 41% of GDP and its services sector 59%. Compared to the UK, where the services sector contribution to the GDP is 76%, the impact of the financial crisis has been far less catastrophic in Egypt. Of course there are many other factors to take into account such as Egypt’s relatively recent reform of the banking and financial sector which led them to be considerably less invested in the world markets when the crisis hit in 2008. Despite its relatively resilient banking and financial sector, Egypt’s GDP growth did slow significantly from 7.2% in 2007/08 to around 4.5% 2008/09, a drop of almost 3% which in many ways felt like a recession for Egypt’s 80 million inhabitants. The manufacturing, tourism and communications sectors were the main contributors to GDP growth in 2008/09, together contributing around 2% of a total 4.5% growth in this period. (See Appendix I). 
Egypt’s Trade & Industry

Egypt’s trade with the UK in 2006 remarkably reported higher export than import figures. In 2006 Egypt exported goods with a total value of £677 million to the UK, where imports stood at £547 million. In 2008 Egypt exported products with a total value of £617 million to the UK and imports had a value of £909 million. Over two years Egyptian imports have increased by 66.2% and exports have decreased by 8.9%, the overall trade volume still reports a 24.7% increase. From the world market Egypt mostly imports goods for the production sector (79%), a large percentage of these are capital goods and intermediate goods. Only a small percentage of Egyptian imports are consumer products (21%). Capital and intermediate goods are imported mainly from Europe and the US and are mostly used to create value added products for export and internal use.  For the large part Egypt’s exports are of high value added (56%) and finished products make up for 37% of all Egyptian exports. 44% of Egyptian exports are of lower value added. These products mainly get exported to the European (42%) and U.S. markets (37%).  (See Appendix II).  
Why Egypt? 

Egypt’s central location on the world map and its internal structure make it a highly competitive business destination. The Egyptian market has access to 78 million consumers and the current Government has since 2004 worked on reforming the country to stimulate and boost the business environment.  The Egyptian Government has strongly focused on developing a better infrastructure and has invested over $200 billion in infrastructure projects over the last 25 years.  The road network now totals 107,000 km and the length of the railway network is around 5,063 km. Egypt currently has 15 commercial and 30 specialized sea ports where a total of around 76 million tons get processed annually. The electricity capacity has increased to 22GW and the telecommunications sector has grown considerably over the past few years with 55 million mobile users to date, close to 1000 internet providers and 15 million phone lines in place. The Government has revised their tax and customs tariff to attract companies and investors to Egypt, a maximum of 20% is set on both income and corporate tax.  In Egypt the cost of labour and utilities is extremely competitive. On average the cost of labour in the UK is around 19 times higher than in Egypt. The costs of utilities such as water, electricity and petrol are considerably lower in Egypt, the average price of unleaded petrol per litre is $ 0.30 compared to $ 1.72 in the UK. (See Appendix III).
Free Trade Agreements and Free Zones

As mentioned earlier, Egypt has an advantageous business location with easy access to the Arab & Middle East markets as well as the European, Asian, African, and U.S. markets. The government has made use of this location and has Free Trade Agreements in place with the EU, COMESA, the Greater Arab Region and Turkey. Currently Egypt is negotiating Free Trade Agreement with the U.S. To further promote international business development within Egypt, the Government has set up Free Zones, Investment Zones, a Special Economic Zone (SEZ) and Qualifying Industrial Zones (QIZ).  Currently Egypt has 9 Free Zones with the necessary infrastructure and facilities for receiving and operating projects tax and customs free, these Free Zones are developed and managed by the Government. Investment Zones are developed and managed by private enterprises where economic clusters for manufacturing, services, tourism, agribusiness and others are promoted. The Investment Zone is a bureaucracy-free environment in the form of a one-stop shop for incorporation, licensing and support services. It also offers custom management through localized dry ports. Egypt currently has one Special Economic Zone (SEZ) on the Northwest of Suez where corporate tax on all activities is 10% and there is a 5% flat rate on personal income tax. There is an integrated customs and tax administration, and certificates of origin are valid in all Free Trade Agreement countries. The SEZ also offers a special dispute settlement service. Egypt has a special arrangement with the U.S. in the form of Qualifying Industrial Zones (QIZ), 15 zones spread across the country that enjoy a duty free status with the U.S. with the pre-requisite that any business located in these areas should import at least 11.7% of its components from Israel. Businesses located in the QIZ are mostly textile companies, as a result Egypt’s textile exports to the U.S. have quadrupled in 4 years. 

How in Egypt?

When starting up your business or production line in Egypt, it is essential to choose the right Egyptian partner. The Egyptian-British Chamber of Commerce (EBCC) can offer assistance and gives advice to potential foreign investors. Stay in the market, it is not advisable to run your business from afar. Make sure to study the Egyptian market. Choose the right location taking into account the benefits of the various Free Trade Agreements and Free Zones within the country. Also make sure to get independent advice from the EBCC on the laws and regulations of the country as well as on choosing the proper local staff and all other aspects of establishing your business in Egypt. 
Released by the Egyptian-British Chamber of Commerce
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Appendix I:

Sector Share of GDP in 2008
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Source: Central Bank of Egypt

Appendix II: 

UK-Egypt Trade 2006-2008
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2006 547 677 1224
2008 909 617 1526
Change +66.2% -8.9% +24.7%

Ranked 4t importer and 7t exporter among 20 MENA countries.
Ranked 2" largest exporter after Israel if oil excluded.









Source: DTI analysis HR Revenue & Customs
Egypt Import Structure 
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Egypt Export Structure
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Appendix III
Egypt’s Competitive Labour & Utilities Costs

	
	Egypt 
	Ireland 
	UK 

	Electricity (per kilowatt hour) 
	0.044 
	0.093 
	0.054 

	Water (per cubic meter) 
	0.209 
	0.996 
	1.23 

	Unleaded petrol/ liter    
	0.300
	1.72 
	1.72 

	Average hourly labour cost in manufacturing 
	1.089 
	15.93 
	19.37 










Source: National Utility Services
Egypt’s Infrastructure 2009

	Telecom
	

	         Telephone Lines
	15 million

	Internet Service Providers
	Close to 1000

	Cellular Phone Users
	55 million

	Electricity
	

	       Installed Power Capacity
	22 GW

	Roads
	

	     Length of Paved Roads
	107,000 km

	Railways
	

	            Length of Lines
	5,063 km

	Airways
	

	          Airports
	29

	          Number of Flights
	Close to 200.000

	          Air Cargo Capacity
	400.000 Tons Annually

	Maritime
	

	        Sea Ports 
	15 commercial/30 specialized

	        Total Capacity
	76 million tons annually
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