[image: image1.jpg]


 [image: image2.jpg]The Egyptian-British
Chamber of Commerce



                     Report on Business Relocation to Egypt


Introduction
When a business is going through difficult times because it is located in a region where circumstances constantly challenge growth and profit, whether it is high operation costs or the competitiveness of the market, the owner can either decide to close down his business or opt for relocation to a region where circumstances are more beneficial for the company. When opting to relocate a production line to a different region, it is practical to keep the existing business in place to use as a marketing centre. There are many attractive destinations in the world where a business can be more cost-effective than in Western Europe. When considering business relocation, there are priority criteria to take into account in setting-up, resuming operation and marketing the product. To limit the costs of transporting production lines abroad, proximity to the country of origin is essential. From the perspective of the Western European market, the Middle East Region offers very attractive conditions where to set up a business. In the Middle East there is strong competitiveness between countries; governments are keen to support foreign investors and attempt to attract Western business to their countries. The Egyptian market focuses specifically on manufacturing sectors such as car components, household appliances, textile & garments, pharmaceuticals, construction materials, etc. The service sector investment opportunities mainly lie in healthcare, education, construction & engineering, renewable energy, IT,  legal & financial services, etc. Egypt’s strongest competitors in the Region are Morocco, Tunisia and Algeria. However, taking into account political stability as well as cost-effectiveness and the supremely central location of Egypt, the latter has the upper hand. 
Setting Up Your Business in Egypt

When first moving your business to Egypt, there are a number of factors to take into consideration. It is important that a business moves to a region where it is welcomed and needed. Because Egypt has a strong focus on attracting foreign investment, the private sector and government will be supportive of business relocation from Europe. The Egyptian government’s economic and political reform programmes include ensuring political security and stability, as well as improving the business and investment climate. The government is committed to streamlining investment procedures, dismantling bureaucratic obstacles, and liberalizing business. Egypt’s market economy laws and regulations are such that they make it comparatively easy for foreign investors to relocate here. As the Egyptian authorities state, ‘new investment laws and government regulations have recently eased international trade barriers and allowed for more competition through bringing foreign investment flows into Egypt. They have also increased competitiveness of Egyptian businesses to meet international standards and compete in the global markets.’ Compared to the Eurozone, Egypt has plenty of land available at considerably cheaper prices, particularly in the 9 free zones around the country. Moreover, Egypt is abundant with low cost and reliable raw materials which results in more competitive pricing of exports such as cement, steel, and other essential building materials.  
Given the current economic turmoil, it is essential to consider the financial stability of the region where a business is relocated to. The Eurozone has been heavily affected by the economic crisis, banks and financial institutions have taken considerable hits, which has led to limited access to finance for many companies. Unlike Europe and the United States, the Egyptian financial system is weathering the downturn well, borrowing is sourced domestically rather than on the international capital markets and the provision of mortgage financing is under monitored development. ‘Egyptian banks and financial institutions still have ample liquidity and are able to satisfy the private sector borrowing requirements’ (Economist Intelligence Unit). 
The Operation of Your Business
The cost-effectiveness of the production process is essential to any business looking to secure profit and growth. While Europe offers plenty of skilled labour, labour cost in Egypt is around 15 times lower which makes Egypt considerably more competitive. Over 50% of the population in Egypt is under the age of 25, and 40% of the population is between 15 and 39. With a vast array of international universities and technical institutions, Egypt’s workforce is well-trained, providing employers with a large base of cost competitive graduates, post-graduates and skilled & semi-skilled technicians.  
In order to keep the costs of production low, a developed, durable and enduring infrastructure is of vital importance. As Egypt has large reserves of accessible raw materials, the reliable and timely distribution of these materials over roads, railways or via sea ports, is essential to the functioning of any business. Along with the education and health care sectors, infrastructure is one of the top priorities for further development in Egypt and has already undergone major improvements over the last few years. Egypt also has very competitive and reliable power, water and gas supplies (Egypt is abundant in gas supplies and reserves).
Corporate and income tax are at high levels in Europe; in the UK the corporate tax figure stands at 30% escalating to 40%.  Egypt’s corporate tax is very competitive at a maximum of 20%. Egypt’s income tax varies from 5% to a maximum of 20%, and sales tax (reclaimable like VAT) ranges from 5% to 10%. (http://www.mof.gov.eg/english) 
Marketing Your Product 

Egypt’s position on the world map is extremely central, bridging Europe, Africa and Asia, and situated between two strategic seas linked by the Suez Canal; the Mediterranean and the Red Sea. This is a position that the country has utilized to its fullest by gaining market access to Europe, North Africa, the Middle East, and the Arab Region through free trade agreements. The active multi-lateral trade agreements that Egypt has signed are COMESA, the EU Association Agreement, and the Greater Arab Free Trade Agreement. 
Egypt has a QIZ (Qualifying Industrial Zones) agreement with the United States; these 15 zones are designed geographic areas within Egypt that enjoy a duty free status with the U.S. The 
conditions are that any business (mostly business in the garment industry) located in this area needs to import at least 11.7% of its components from Israel. (www.qizegypt.gov.eg)  
Added to this, Egypt currently has 9 free zones where the investor enjoys customs free imports, with the exception of high power & energy consumption industries. By then re-exporting products to Europe using the free trade agreements; both the input and output of these products will be customs free provided they satisfy the agreed upon rules of origin. Marketing products domestically, regionally or globally will therefore be highly competitive. (http://www.gafinet.org/English/Pages/FreeZones.aspx) 
As we have seen, relocating a business or production line from Europe to Egypt offers a great deal of advantages in setting-up, resuming operation and marketing a product.  Any business that is struggling to survive in Europe can consider the Egyptian market a solid alternative to relocate to. It offers financial and political stability, government support of foreign investment, raw material supplies and competitive land and labour costs. It is also one of the most central regions in the world from where to market a product; Egypt’s free trade agreements, free zones, Qualifying Industrial Zones, and Special Economic Zones further add to the marketability of the product by creating export opportunities to Europe, Africa, Asia, and the United States. 
Furthermore, the quality of life in Egypt is very attractive with excellent low cost housing, modern healthcare facilities and quality international educational institutions such as the American, British, French, German, and Canadian universities. This is augmented by the agreeable climate, the friendly society, and the rich historic and cultural heritage of Egypt. These secondary criteria make Egypt an all-round attractive destination to relocate to. 
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