
Agreement 

between 

THE GOVERNMENT OF THE ITALIAN REPUBLIC 

AND 

THE GOVERNMENT OF THE ARAB REPUBLIC OF EGYPT 

on a soft Joan awarding for the project "Support to Private Sector Development 

in Egypt" 

THE GOVERNMENT OF THE ITALIAN REPUBLIC (hereinafter referred to 

as "Italy"), represented by the Ministry of Foreign Affairs and International 

Cooperation - Directorate General for Development Cooperation (hereinafter 

referred to as "MAECI-DGCS") and THE GOVERNMENT OF THE ARAB 

REPUBLIC OF EGYPT (hereinafter referred to as '"Egypt"), represented by the 

Ministry of Investment and International Cooperation (hereinafter referred to as 

"MIIC") both jointly referred to as "the Parties" and separately as a "Party": 

WHEREAS the Parties fully agree on the need to sustain the socio-economic 

development of Egypt, through the provision of supplies and capacity building 

to enhance the living conditions of the Egyptian people. 

DESIRING to strengthen their relationship and wishing to continue their 

partnership, by assisting Egyptian Authorities in poverty alleviation for the 

most vulnerable people, and especially women and young entrepreneurs. 

TAKING COGNIZANCE that the Governm.ent of Egypt has indicated private 

sector development as a national priority, with particular reference to Small and 

Medium Enterprises (SMEs), as one of the means to target poverty issues and 

services provision at local level. 

WHEREAS the letter dated September 15th, 2015 has been addressed from the 

Egyptian Ministry of Investment and International Cooperation to the Italian 

Embassy in Cairo asking to allocate the approved soft loan amount of 

45.000.000,00 EUR foreseen to the support to private sector development. 
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WHEREAS the letter has been sent on September 1st, 2015 by the Egyptian 

Ministry of Trade and Industry (MTI) to the Ministry of Investment and 

International Cooperation (MIIC), indicating the willingness of implementing 

the annexed project proposal "Support to Private Sector Development in Egypt" 

(Annex I), as the project meets the requirements of MTI with regards to 

providing the necessary financial support mechanisms to SMEs to improve their 

competitiveness. 

TAKING into account that the MAECI-DGCS has agreed to provide such 

assistance, as approved by the Steering Committee of MAECI - DGCS with 

Decision n. 23 dated November 19th 2015. 

CONSIDERING the present agreement will be implemented, as far as the 

Italian part is concerned, in full respect with the obligations ensuing from its 

membership of the European Union. 

HEREBY AGREE as follows: 

CLAUSE I 

PURPOSE OF THE AGREEMENT 

1 . 1 Under this Agreement Italy shall provide Egypt with a soft loan not 

exceeding the sum of 45.000.000,00 EUR (forty-five million EUR) for 

the "Support to Private Sector Development in Egypt" project, hereinafter 

refer to as the "project". 

1.2 The mentioned amount of 45.000.000,00 EUR represents the ceiling of 

the agreement that cannot be overcome. 

1.3 This Agreement establishes the mutual obligations ·of the Parties 

concerning the financing and the implementation of the project. 

1.4 In this context, it defines modalities and procedures for management, 

crediting, disbursement, procurement, monitoring, evaluation and 

reporting related to the project. 

1.5 The soft loan shall be utilized by the Ministry of Trade & Industry and to 

implement the activities of the project as detailed in Annex 1. 

1.5. l The conditions for the repayment of the Soft Loan, equal to Euro 

45.000.000,00, are set as follows: 
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• Interest rate: 0.00% (zero point zero per cent) per annum, 

• Duration: 30 years of which 20 years of grace period, beginning from the 

date of disbursement of the first tranche of the soft loan. 

CLAUSE2 

PARTS AND DEFJNITIONS 

2.1 This Agreement consists of fifteen clauses and of the following Annex: 

Annex 1 : Project Document. 

2.2 The above-mentioned annex shall be considered an essential and 

substantial part of the Agreement. 

2.3 The words and acronyms mentioned below in the text have the following 

meanmg: 

Agreement 

Cassa Depositi 

Prestiti (CDP) 

The present Agreement, the preamble and the annex 

hereto formin an inte al art thereof. 

e The Italian Financial Institution appointed by the 

Government of the Italian Republic to sign the 

Financial A eement with the Central Bank of E t. 

Audited 

Re ort 

Financial The intermediate and final financial reports issued by 
the Auditin Com an . 

Auditing Company 

Borrower 

CBE 

The local branch of an International auditing company 

selected by the Ministry of Trade and Industry of the 

Arab Republic of Egypt to audit the administrative 

documents related to the soft loan. 

The E tian Government. 

Central Bank of E t. 

Financial Convention Agreement between Cassa Depositi e Prestiti, Italian 

financial institution, acting as the lender's Agent, and 

the Central Bank of Egypt, Egyptian Financial 

Institution, acting as the Borrower's Agent, with a 

u ose of im lementation of this A eement. 
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GRACE PERIOD The period, lasting twenty [20] years, beginning on the 

date on which the first disbursement of the Soft Loan is 

credited on the dedicated Account. 

I TALJAN The Embassy of the Italian Republic in the Arab 

EMBASSY/DEVELOPMENT Republic of Egypt/ AICS local Office. 

COOPERATION OFFICE 

I TALJAN COMPETENT 

AUTHORITIES 

LOCAL EGYPTIAN 

COMPETENT 

AUTHORITIES 

LENDER 

LOAN 

MAECl-DGCS 

l'J'AL!AN AGENCY FOR 

D EVJilOPMENT 

COOPERATION (AlCS) 

MTJ 

MTTC 

The Ministry of Foreign Affairs and International 

Cooperation of the Italian Republic through DGCS is 

the Italian Competent Authority for the implementation 

of this Agreement, supported by any other competent 

entity of the Government of the Italian Republic, 

nominated for the purpose of this Agreement. 

The Ministry of investment and International 

Cooperation is the Egyptian Competent Authority for 

the implementation of this Agreement, supported by 

any other competent entity of the Government of the 

Arab Republic of Egypt, nominated for the purpose of 

this Agreement, such as the Central Bank of Egypt and 

theMTI. 

The Government of Italy. 

The Soft Loan granted by the MAECI-DGCS to the 

Ministry of Investment and International Cooperation of 

the Arab Republic of Egypt (MI.IC). 

The Ministry of Foreign Affairs and International 

Cooperation of the Italian Republic - Directorate 

General for Development Cooperation. 
. 

Italian Public lnstitution funded in 2014 and operational 

from 1 January 2016 to carry out development 

cooperation initiatives activities under the political 

guidance of the Italian Ministry of Foreign Affairs and 

International Cooperation (MAECl). 

The Ministry of Trade and Industry of the Arab 

Republic of Egypt. 

The Ministry of Investment and International 

Cooperation of the Egyptian Government of the Arab 

Republic of Egypt. 
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I 

SOFT LOAN The funds that Cassa Depositi e Prestiti, in compliance 

with the authorization issued by the Ministry of 
Economy_ and Finance of the Italian Republic and upon 

the proposal of the Ministry of Foreign Affairs and 

International Cooperation of the Italian Republic, will 
grant on the terms and the conditions provided for in 
Clause 8 of this Agreement. 

CLAUSE3 
PRO.JECT DESCRIPTION 

3.1 The project aims to contribute to the creation of an enabling environment 

for the private sector, that will be able to ensure a sustainable development and 

an inclusive growth for the Egyptian private sector. 

The programme will support the Egyptian private sector both in the form of 
provision of training and technical assistance to SMEs and entrepreneurs, and 

through the financing of different components. In order to achieve the main 

objectives of the project, the assistance will also be extended to the Egyptian 
institutions involved in the programme, at the apex as well as at the 
intermediate and local level. 

The tools to achieve the goals will be in the form of non-financial services and 

financial services. The non-financial services will focus on capacity building 

and human resources development; while the financial services will focus on 
stimulating the competitiveness of local SMEs by easing access to credit 
conditions (including the informal sector) and technology ·upgrade. 

CLAUSE4 

INSTITUTIONS AND BODIES INVOLVED IN THE IMPLEMENTATION OF THE 

PROJECT 

4.1 The "MTTC" and the "ATCS", shall be the competent authorities of the 
Parties in the matters pertaining to the implementation of this Agreement. 

4.2 Beside the MIIC and the AICS, the other Institutions and Bodies involved 

in the implementation of the project are: -.... 
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4.2.l For the Government of the Arab Republic of Egypt: 

• Central Bank of Egypt, acting as the Borrower's Agent and 

signatory for the Egyptian side of the Financial Convention, 

designated by the Government of the Arab Republic of Egypt 

to provide and manage the soft loan, including disbursements 

and collection of repayments; 

• The Ministry of Trade and Industry (MTI) as Coordinating 

National Institution for implementation; 

4.2.2 For the Government of the Italian Republic: 

• The AICS local office acting on behalf of AICS; 

• Cassa Depositi e Prestiti, acting as the Lender and signatory for 

the Italian side of the Financial Convention, designated by the 

Government of the Italian Republic to provide and manage the 

soft loan, including disbursements and collection of 

repayments. 

4.2.3 Steering Committee: 

"A joint Committee wi11 be formulated named the "Steering Committee" 

which includes representatives from both Parties and MTT, will be in 

charge of general supervision for the project's implementation, the 

committee can seek the assistance of whom it deems from experts and 

specialists and setting rules for their work. 

• Role 
The steering committee will cover the role of ensuring project control and 

coherent approach aiming in particular to: 

- Supervision of the progress of the project and the correct 

deployment of the activities according to its objectives and results; 

- Evaluation and approval of the Operational overall work Plan 

prepared by MTI. 

- Evaluation and approval of annual Work Plans as well as of 

intermediate and final technical and financial project reports 

prepared by the Technical Support Unit; 

- Approve budget re-allocations; 
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• Composition 

The Steering Committee will be chaired by a representative of the 

Egyptian Ministry of Trade and Industry. 

1 representative of AICS; 

1 representative of MAECI; 

1 representative of Egyptian MTI; 

1 representative ofMIIC 

shall compose the Steering Committee. 

• Decision modalities 

The SC will be called twice a year, or whenever necessary. SC 

members will be able to invite ad hoc participants. To the SC will be 

admitted to participate - with no voting right - according to specific 

competences and direct or indirect involvement in the project 

implementation, also representative of Egyptian/Italian institutions. 

Each decision taken by the Steering Committee will be enforced 

through an exchange of notes. 

• Secretariat 

The Technical Support Unit shall act as the Secretary of the Steering 

Committee and faci litate the following items: 

1. Set the agenda for each meeting in consultation with the 

Chairperson of the Steering Committee; 

2. Ensure that agendas and supporting materials are delivered to 

members in preparation for the meetings; 

3. Prepare the minutes of the meetings and communicate them to 

the Steering Committee; 

4. Review and follow up on progress of decisions made by the 

Steering Committee. 

CLAUSES 

0BL1GATIONS OF THE ITALIAN GOVERNMENT 

5.1. On behalf of Italy the MAECl-DGCS engages itself in making available 

45,000,000.00 EUR as a Soft Loan as per Clause 1 of this Agreement. 
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5.1.1 Within the above-cited amount, the contribution will be distributed 

as follows: 

• 3 .566.000,00 EUR will be utilized to finance technical assistance 

and support services provided through a Technical Support Unit; 

• 36.434.000,00 EUR will be utilized to finance a Credit Line 

through the local banking system; 

• 5.000.000,00 EUR will be utilized to finance a Venture Capital 

Facility in the form of a "Fund of Funds". 

CLAUSE6 

0BLIGA TIONS OF THE EGYPTIAN GOVERNMENT 

6.1 The MIIC of the Arab Republic ofEgypt engages itself in fulfilling all the 

obligations deriving from the present Agreement, in particular: 

6.1 .1 Ensuring the implementation of the project according to the 

provisions of the present Agreement, being responsible for the use 

of the soft loan, 

6.1.2 Undertaking, through the MllC and the Central Bank of Egypt, the 

on-lending of the soft loan amount to an Agent Bank, and in turn, 

to the final beneficiaries. 

6.2 The Auditing Company shall be selected by MTI - thrQugh the Technical 

Support Unit through a competitive bidding following its applicable 

internal regulations rules and administrative instructions. The concerned 

costs will be born with the resources indicated in the budget pertaining the 

Technical Support Unit. For this purpose, prior to publication, MTT shall 

submit the " invitation to bid" and the "auditing contract" to AICS which 

shall issue its non-objection. The resources for the auditing services are 

allocated with the formula "up-to", and any saving arising from the 

competitive bidding procedures shall be allocated in favor of other 

potential technical and support services activities and/or other components 

of the project. 
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6.2.1 The selected Auditing Company will produce Audited Financial Reports 

in accordance with the provision detailed in art. 8.2. 

CLAUSE7 

GOVERNANCE AND IMPLEMENTATION OF THE PROJECT 

7.1 Upon signature of this Agreement and completion of the internal 

procedures, the Central Bank of Egypt and Cassa Depositi e Prestiti will 
sign the Financial Convention related to the whole amount to be financed 
under the Italian soft loan for the goods and services of the Project. The 

Financial Convention will provide the legal framework between the 

Lender's Agent and the Borrower's Agent, and will include the provisions 
of the present Agreement specifying the procedure for the disbursement 
and repayment. 

7.2 The MTI will setup a Technical Support Unit to ensure the efficient 

implementation of the Project and an optimal coordination of the 
operational/administrative tasks. 

7.3 A joint final evaluation shall be carried out by AICS and the MTI after 
project completion. 

CLAUSES 

SOFT LOAN TERMS, CONDl'flONS AND CREDITING PROCEDURES 

8. I The soft loan shall have a level of concessionality equal to 50%.The 

financial conditions corresponding to such level of concessionality are set 
as follows: 

• interest rate: Oo/o per year; 

• repayment: 30 years of which 20 of grace period, in equal, 

consecutive and deferred installments. 

• Goods and services supplied through the Soft Loan shall be of Italian 
origin. However, a maximum amount of 40% (forty percent) of the 

Soft Loan may be utilized to finance contracts from different origin 

(local and other OECD countries). Contracts must be denominated in 

Euro or in local currency in case contracts regard local costs. 

8.2 The Soft Loan shall be disbursed in three installments as follows: 

• The first tranche for a maximal amount of Euro 10,000,000.00 shall be 

credited after coming into effect of the Financial Convention and after 
the approval by the Steering Committee of the Overall Work Plan 
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prepared by the Ministry of Trade and Industry (Technical Support 

Unit). 

• The second tranche for the maximal amount of Euro 15,000,000.00 

will be disbursed after the AICS and CDP 'no objection' on the first 

Audited Financial Report. Such Report shall cover commitments of at 

least the 50 % of the first tranche. (Concerning Credit Line component, 

the commitment refers to loan agreements signed between the 

intermediary banks and local companies; Concerning the other lwo 

components, the commitment refers to contracts signed with 

beneficiaries). 

• The third tranche for the maximal amount of Euro 20,000,000.00 will 

be disbursed after the AICS and CDP 'no objection' on the second 

Audited Financial Report. Such Report shall cover commitments of at 

least the 50% of the second tranche and the remaining of the first 

tranche not covered by the first audited repo1t. 

• Within 24 months from the disbursement of the third tranche, the 

Auditing Company shall produce a Final Audited Financial Report. 

Such Report shall cover the entire committed amount related to the 

second and third tranches, as well as the complete disbursements of the 

tranches. AICS and CDP shall issue the ' no objection' of such Audited 

Financial Final Report. 

• The Borrower's Agent undertakes the reimbursement to CDP of the 

amounts not approved by AICS and by CDP. In case the amount of the 

Soft Loan shal 1 be not completely utilized at the end of 24 months 

from the disbursement of the third tranche, the Parties can agree to 

extend such period, in order to allow the disbursement to the final 

beneficiaries and, if the case, approve new allocations. 

Such period cannot exceed the grace period of the Soft Loan. In case of 

extension of such period, the Auditing Company shall successively 

confirm the complete disbursement of the Soft Loan, issuing a new 

Final Audited Financial Report. 

8.2. l After the signature of the present Agreement, an Agent Bank will be 

selected by the MTI through a competitive bidding and an ad-hoc 

Implementation Agreement will be signed between the Central 

Bank of Egypt and the concerned Agent Bank. The abovementioned 

Implementation Agreement will detail the terms and conditions 

concerning the allocation of funds to be utilized within the three 
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different components (Technical Support Unit, Credit Line facility and 

Venture Capital Facility). Such Implementation Agreement between 

the Central Bank of Egypt and the Agent Bank shall be approved by 

the Steering Committee of the project. 

CLAUSE9 
OWNERSHIP OF ASSETS 

9 .1 Any assets acquired by the programme due to the implementation of this 

agreement, such as those used by the Technical Support Unit and/or the 

Venture Capital Fund, will be the ownership ofMTI, after the completion 

of the initiative. 

CLAUSE 10 
MONITORING DURING IMPLEMENTATION 

10.l AlCS reserves the right to monitor the implementation of the project and 

the transparent, effective, and efficient use of the funds. AICS monitoring 

activities may be carried out both in Italy and locally through: (i) AICS 

experts during specific missions; (ii) personnel of the ALCS local office. 

10.2 Control activities on disbursement are assigned to Cassa Depositi e 

Presti ti. 

10.3 To facilitate AICS monitoring under sub clause 9.1, MTl shall produce 

annual technical and financial reports concerning the progress of the 

project. 

CLAUSE 11 
SUSPENSION OF THE AGREEMENT 

11. l In case of impediments to the implementation of the project due to causes 

of force majeure recognized by both Parties according to practice (such as 

wars, floods, fires, typhoons, earthquakes, labour conflicts and strikes, 

unexpected transportation difficulties), the following provisions shall apply: 

11.1.1 In case the duration of the impediment to the implementation of the 

project is less than 12 months, the project activities shall be suspended. The 
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residual funds shall be maintained until the impediment finishes and 

Italy, through the MAECI-DGCS, authorizes resumption of the project 

activities; 

11.1 .2In case the duration of the impediment to the implementation of the 

Program is greater than 12 months, the Parties shall agree on the 

destination of the residual funds. 

CLAUSE12 

SETILEMENT OF DISPUTES 

12.1 Any dispute between the Parties arising out of the interpretation and/or 

the implementation of this Agreement sha11 be settled amicably by 

consultations or negotiations between the Parties through diplomatic 

channels. 

12.2 In case of any discrepancy between the project document in Annex 1 and 

the present Agreement, the latter will prevail. 

CLAUSE 13 

AMENDMENTS TO THE AGREEMENT 

13.1 The Parties may modify this Agreement at any time. Any modification 

must be set out in written form through exchange of Verbal Notes that 

shall come into force upon the completion of the internal procedures. 

13.2 The modification to the Annexes can be set out through exchange of 

letters at the technical level. 

CLAUSE14 

TERMINATION OF THE AGREEMENT 

13. 1 Both Parties reserve the right to terminate this Agreement after mutual 

consultation in case of evident, unmotivated and prolonged delays in 

implementation of the project. 
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CLAUSE15 

ENTRY INTO FORCE AND DURATION 

15.l This Agreement shall entry into force on the date of receipt of the last 

notification by which the Parties will inform each other on the completion of 

their respective internal procedures, necessary for the adoption of this 

agreement. 

15.2 This Agreement shall have the same duration of the Soft Loan. 

15.3 In the event the Parties tem1inate this Agreement, it is agreed that Italy, 

through the MAECI-DGCS, could ask for reimbursement of any unspent 

money. 

IN WITNESS WHEREOF, the undersigned, being duly authorized by their respective 

Governments, have signed the present Loan Agreement. 

Done in Shan11 El Sheikh on the gt\ of December, 2018 in three originals in the 

English language, all texts being equally authentic. 

For the 

Government of the Republic of 

Italy 

Giampaolo Cantini 

Ambassador of Italy in Egypt 

For the 

Government of the Arab Republic of 

Egypt 

Dr. Sahar Nasr 

Minister of Investment 

and International Cooperation 



[Traduzione non ufficiale] 

 

Accordo 

tra 

IL GOVERNO DELLA REPUBBLICA ITALIANA 

E 

IL GOVERNO DELLA REPUBBLICA ARABA D’EGITTO 

Su un credito d’aiuto per il progetto “ Supporto allo Sviluppo del Set tore Privato in Egit to”  

 

IL GOVERNO DELLA REPUBBLICA ITALIANA (in seguito “ Italia” ), rappresentato dal M inistero degli Affari 

Esteri e della Cooperazione Internazionale - Direzione Generale per la Cooperazione allo Sviluppo (in 

seguito “ M AECI-DGCS” ) e IL GOVERNO DELLA REPUBBLICA ARABA D’EGITTO (in seguito “Egitto” ), 

rappresentato dal M inistero degli Invest iment i e della Cooperazione Internazionale (in seguito “ M IIC” ) a 

cui si fa riferimento come “ le Parti”  o singolarmente “ Parte” : 

CONSIDERANDO che le Parti sono in pieno accordo riguardo il bisogno di sostenere lo sviluppo 

socioeconomico dell’Egitto, t ramite la dotazione di forniture e opportunità di formazione per il 

miglioramento delle condizioni di vita del popolo egiziano. 

AUSPICANDO il rafforzamento delle relazioni t ra le Parti e il cont inuamento della cooperazione, tramite 

l’assistenza alle autorità egiziane nel campo della riduzione della povertà per i set tori più vulnerabili della 

popolazione, e in particolar modo le donne e i giovani imprenditori. 

PRENDENDO ATTO che il Governo egiziano ha indicato lo sviluppo del set tore privato quale priorità 

nazionale, con particolare riferimento alle piccole e medie imprese (PM I), in quanto uno dei mezzi per 

combattere la povertà e alla fornitura di servizi a livello locale. 

CONSIDERANDO la let tera datata 15 settembre 2015 inviata dal M inistero egiziano per gli Investimenti e 

la Cooperazione internazionale all’Ambasciata d’Italia a Il Cairo chiedendo di allocare il credito di aiuto 

approvato di EUR 45.000.000 per il supporto allo sviluppo del set tore privato.  

CONSIDERANDO che la lettera inviata il 1° settembre 2015 dal M inistero egiziano per l’Industria e il 

Commercio (MTI) al M inistero degli Investimenti e della Cooperazione Internazionale (M IIC), indica la 

volontà di implementare il proget to in allegato “ Supporto allo Sviluppo del Settore Privato in Egit to”  

(Allegato I), considerato che il proget to è in linea con i requisit i del M TI r iguardo la messa a disposizione 

di meccanismi finanziari di supporto alle PM I per migliorarne la compet it ività. 

PRENDENDO ATTO che il M AECI-DGCS ha accordato di offrire tale assistenza, come approvato nel 

Comitato Direzionale del M AECI-DGCS con la Delibera n. 23 del 19 novembre 2015.  

CONSIDERATO che il presente accordo sarà realizzato, per quanto riguarda la Parte italiana, nel pieno 

rispetto delle obbligazioni derivant i dal suo stato di Paese M embro dell’Unione Europea. 



PERTANTO CONCORDANO come segue: 

 

CLAUSOLA 1 

Scopo dell’Accordo 

1.1 Sotto questo Accordo, l’Italia dovrà provvedere a disborsare all’Egit to un credito d’aiuto non 

eccedente la somma di EUR 45.000.000 (quarantacinque milioni di Euro) per il proget to “ Supporto 

allo Sviluppo del Set tore Privato in Egit to” , in seguito denominato il “ proget to” . 

1.2 L’ammontare sopra menzionato di EUR 45.000.000 rappresenta il tetto massimo dell’accordo che non 

può essere superato. 

1.3 Questo accordo stabilisce gli obblighi reciproci delle Part i riguardo il finanziamento e 

l’implementazione del progetto. 

1.4 In questo contesto, definisce modalità e procedure per la gestione, accredito, pagamento, appalt i, 

monitoraggio, valutazione e report ist ica relat ive al progetto.  

1.5 Il credito di aiuto dovrà essere ut ilizzato dal M inistero del Commercio e dell’Industria e per realizzare 

le at t ività del proget to come delineate nell’Allegato I. 

1.5.1 Le condizioni per la rest ituzione del credito di aiuto, uguale a Euro 45.000.000, sono 

stabilite come di seguito: 

 Tasso d’interesse: 0,00% (zero virgola zero percento) annuo, 

 Durata: 30 anni, di cui 20 di periodo di grazia, con inizio dalla data di trasferimento della 

prima tranche del credito di aiuto. 

 

CLAUSOLA 2 

Parti e Definizioni 

2.1 Questo Accordo consiste di 15 clausole ed il seguente Allegato: 

Allegato I: Documento di Progetto 

2.2 Il sopracitato allegato cost ituisce parte integrante ed essenziale dell’Accordo. 

2.3 Le parole e acronimi menzionati sotto nel testo hanno il seguente signif icato: 

Accordo Il presente Accordo, il preambolo e l’allegato ne formano parte integrale. 

Cassa Deposit i e Prest it i 

(CDP) 

L’ist ituzione finanziaria italiana designata del Governo della Repubblica 

d’Italia a firmare la Convenzione Finanziaria con la Banca Centrale d’Egit to. 

Rapporto Finanziario di 

Audit ing 

I rapport i di metà e fine rapporto preparati dalla compagnia di audit ing. 

Compagnia di Audit ing La filiale locale della compagnia di audit ing internazionale selezionata dal 

M inistero del Commercio e dell’Industria della Repubblica Araba d’Egit to per 

la verif ica dei documenti amministrat ivi relativi al credito di aiuto.  

M utuatario Il Governo egiziano. 

CBE Banca Centrale d’Egit to 

Convenzione 

Finanziaria 

Accordo t ra Cassa Deposit i e Prest it i, ist ituzione finanziaria italiana, agente 

per conto del prestatore, e la Banca Centrale d’Egit to, ist ituzione finanziaria 



egiziana, agente per conto del mutuatario, con lo scopo di implementare 

questo Accordo.  

Periodo di grazia Il periodo, della durata di venti (20) anni, con inizio nella data in cui la prima 

t ranche del credito di aiuto è trasferita nel conto in banca dedicato. 

Ambasciata 

Italiana/Ufficio di 

cooperazione allo 

sviluppo 

L’Ambasciata della Repubblica d’Italia nella Repubblica Araba d’Egitto /  Sede 

AICS in loco. 

Autorità italiane 

competent i 

Il M inistero degli Affari Esteri e della Cooperazione Internazionale della 

Repubblica italiana t ramite la DGCS è l’autorità italiana competente per la 

realizzazione di questo Accordo, sostenuto da alt re autorità competent i del 

Governo della Repubblica Italiana designati per lo scopo di questo Accordo. 

Autorità locali egiziane 

competent i 

Il M inistero degli Investimenti e della Cooperazione Internazionale è 

l’autorità egiziana competente per l’implementazione di questo Accordo, 

sostenuto da alt re ent ità competent i del Governo della Repubblica Araba 

d’Egit to, nominate allo scopo di tale Accordo, quali la Banca Centrale d’Egit to 

ed il M TI. 

Prestatore  Il Governo italiano 

Prest ito Il credito di aiuto rilasciato dal M AECI-DGCS al M inistero degli Invest iment i e 

della Cooperazione Internazionale della Repubblica Araba d’Egit to (M IIC).  

M AECI-DGCS Il M inistero degli Affari Esteri e della Cooperazione Internazionale della 

Repubblica Italiana – Direzione Generale per la Cooperazione allo Sviluppo. 

Agenzia Italiana per la 

Cooperazione allo 

Sviluppo (AICS) 

Istituzione pubblica italiana fondata nel 2014 e operat iva dal 1 gennaio 2016, 

con lo scopo di portare avant i iniziat ive di cooperazione allo sviluppo sot to la 

guida polit ica del M inistero italiano degli Affari Esteri e della Cooperazione 

Internazionale (M AECI). 

M TI Il M inistero del Commercio e dell’Indust ria della Repubblica Araba d’Egitto.  

M IIC Il M inistero degli Invest iment i e della Cooperazione Internazionale del 

Governo egiziano della Repubblica Araba d’Egit to. 

Credito di aiuto I fondi che Cassa Deposit i e Prest it i, in conformità con le autorizzazioni 

rilasciate dal M inistero dell'Economia e delle Finanze della Repubblica 

Italiana e su proposta del M inistero degli Affari Esteri e della Cooperazione 

Internazionale della Repubblica Italiana, rilascerà con i termini e le condizioni 

fornite nella Clausola 8 di questo Accordo.  

 

CLAUSOLA 3 

Descrizione del Progetto 

3.1 Il proget to mira a contribuire alla creazione delle condizioni propizie per il set tore privato, che 

garant iranno uno sviluppo sostenibile e una crescita inclusiva per il settore privato egiziano.  

 

Il programma supporterà il set tore privato egiziano sia t ramite l’offerta di corsi di formazione e 

assistenza tecnica a PM I e imprenditori, sia t ramite il f inanziamento di diverse component i. Per 

raggiungere l’obiett ivo del progetto, l’assistenza sarà anche estesa alle ist ituzioni egiziane 

coinvolte nel programma, sia all’apice che ai livelli intermedi e locali.  

 



I mezzi per ottenere gli obiet t ivi saranno nella forma di servizi f inanziari e servizi non finanziari. I 

servizi non finanziari si concentreranno sulla formazione e lo sviluppo delle risorse umane, mentre 

i servizi f inanziari si concentreranno ad incent ivare la compet it ività delle PM I locali facilitando 

l’accesso alle condizioni di credito (includendo il settore informale) e l’upgrade tecnologico.  

 

CLAUSOLA 4 

Istituzioni e Entità Coinvolte nella realizzazione  del Progetto 

4.1 Il “ M IIC”  e l’  “ AICS”  saranno le autorità competent i per le Parti nelle questioni riguardant i la 

realizzazione di questo Accordo.  

4.2 A parte il M IIC e l’AICS, gli alt ri ent i e ist ituzioni coinvolte nella realizzazione del progetto sono: 

4.2.1 Per il Governo della Repubblica Araba d’Egitto: 

 La Banca Centrale d’Egit to, che opera quale agente del mutuatario e f irmatario 

per la Parte egiziana della Convenzione Finanziaria, designata dal Governo della 

Repubblica Araba d’Egitto per amministrare il credito di aiuto, inclusi i 

t rasferiment i di fondi e la raccolta delle restituzioni; 

 Il M inistero del Commercio e dell’Indust ria (M TI) quale ist ituzione coordinat rice 

nazionale per l’implementazione. 

4.2.2 Per il Governo della Repubblica Italiana: 

 La sede locale AICS, che agisce per conto dell’AICS; 

 Cassa Deposit i e Prest it i, che opera quale prestatore e firmatario per la Parte 

italiana della Convenzione Finanziaria, designata dal Governo della Repubblica 

Italiana a offrire e amministrare il credito di aiuto, inclusi i trasferimenti di fondi 

e la raccolta delle restituzioni; 

4.2.3 Comitato di Pilotaggio: 

“ Un comitato congiunto sarà formato con il nome di ‘Comitato di Pilotaggio’ che include 

rappresentant i di entrambe le Parti e del M RI, e sarà responsabile per la supervisione 

generale dell’implementazione del proget to, il Comitato può richiedere assistenza di 

espert i e specialist i e stabilire i loro termini di riferimento. 

 Ruolo 

Il Comitato di Pilotaggio coprirà il ruolo di assicurare il controllo del progetto e un 

approccio coerente mirando in particolare a: 

o Supervisionare il progresso del proget to e la corret ta attuazione delle 

at t ività in accordo con i suoi obiett ivi e risultat i; 

o Valutazione e approvazioni dei piani di lavoro annuali, e dei rapport i di 

avanzamento e finali sia tecnici che finanziari preparati dall’Unità di 

Supporto Tecnico; 

o Approvazione delle riallocazioni del budget ; 

 Formazione 

Il Comitato di Pilotaggio sarà presieduto da un rappresentante del M inistero 

egiziano del Commercio e dell’Indust ria. 



o 1 rappresentante AICS; 

o 1 rappresentante del M AECI; 

o 1 rappresentante del M TI egiziano; 

o 1 rappresentante del M IIC; 

faranno parte del Comitato di Pilotaggio. 

 

 M odalità decisionali 

Il Comitato di Pilotaggio sarà convocato due volte all’anno, o quando necessario. 

I membri del Comitato pot ranno invitare partecipant i ad hoc. Al Comitato di 

Pilotaggio è ammessa la partecipazione – senza diritto di voto – in base a 

competenze specif iche e coinvolgimento diretto o indiret to nella realizzazione del 

proget to, anche a rappresentant i di ist ituzioni italiane e egiziane.  

Ogni decisione presa dal Comitato di Pilotaggio sarà applicata t ramite scambio di 

note.  

 

 Segretariato 

L’Unità di Supporto Tecnico agirà da segretario del Comitato di Pilotaggio e 

faciliterà i seguent i punt i: 

1. Fissare l’agenda per ogni riunione in consultazione con il 

presidente del Comitato di Pilotaggio; 

2. Assicurare che i punti del giorno e i materiali di supporto sono 

stati divulgati ai membri del Comitato in preparazione alle 

riunioni; 

3. Preparare le minute delle riunioni e condividerle con il Comitato 

di Gest ione; 

4. Rivedere e fare il punto della situazione riguardo il processo 

decisionale del Comitato di Pilotaggio. 

 

CLAUSOLA 5 

Obbligazioni del Governo Italiano 

5.1 Per conto dell’Italia, il M AECI-DGCS si occupa di mettere Euro 45.000.000 a disposizione come 

credito di aiuto come da Clausola 1 di questo Accordo. 

5.1.1 Nei limit i dell’ammontare sopra citato, il contributo sarà art icolato come segue: 

 Euro 3.566.000 saranno ut ilizzat i per finanziare l’assistenza tecnica e i servizi di 

supporto fornit i t ramite l’Unità di Supporto Tecnico; 

 Euro 36.434.000 saranno utilizzati per f inanziare una linea di credito t ramite il 

sistema bancario locale; 

 Euro 5.000.000 saranno ut ilizzat i per finanziare una Venture Capital Facility nella 

forma di “ fondo di fondi” . 

 



CLAUSOLA 6 

Obbligazioni del Governo Egiziano 

6.1 Il M IIC della Repubblica Araba d’Egit to si impegna ad adempiere alle obbligazioni derivanti dal 

presente Accordo, in particolare: 

6.1.1 Assicurare la realizzazione del proget to d’accordo con quanto stabilito nel presente 

Accordo, essendo responsabile del credito di aiuto, 

6.1.2 Facendosi carico, tramite il M IIC e la Banca Centrale d’Egit to, di aff idare le at t ività di 

erogazione del credito di aiuto ad una Banca Agente, che estenderà le at t ività di credito 

ai beneficiari f inali. 

6.2 La compagnia di audit ing sarà selezionata dal M TI – at traverso l’Unità di Supporto Tecnico tramite 

un bando che segua le sue regole interne e istruzioni amminist rative. I costi corrispondenti 

saranno coperti dalle risorse indicate nel budget dell’Unità di Supporto Tecnico. A tale scopo, 

prima della pubblicazione, il M TI dovrà sot toporre il bando e il contrat to di audit ing all’AICS, che 

dovrà dare il suo nullaosta. Le risorse per i servizi di audit ing sono allocate con la formula “ fino a” , 

e qualora ci fossero dei risparmi risultant i dalle offerte ricevute saranno allocat i in favore di alt ri 

potenziali servizi tecnici e di supporto e/ o alt re component i del progetto. 

6.2.1 La compagnia di audit ing selezionata produrrà i rapport i finanziari di audit ing 

secondo quanto previsto dall’art icolo 8.2. 

 

CLAUSOLA 7 

Governance e Realizzazione del Progetto 

7.1 Dopo la firma di questo Accordo e a completamento delle procedure interne, la Banca Centrale 

d’Egitto e la Cassa Deposit i e Prest it i f irmeranno la Convenzione Finanziaria relativa alla somma 

totale da finanziarsi nell’ambito del credito di aiuto italiano per beni e servizi del proget to. La 

Convenzione Finanziaria fornirà il quadro amministrat ivo t ra l’agente del mutuatario e l’agente 

del prestatore, e includerà i principi del presente Accordo specif icando le procedure per il 

t rasferimento delle t ranche di f inanziamento e per la rest ituzione. 

7.2 Il M TI creerà un’Unità di Supporto Tecnico per assicurare l’eff iciente implementazione del 

proget to, e un ot t imale coordinazione dei task amministrat ivi e operat ivi.  

7.3 Una valutazione finale congiunta verrà sviluppata dall’AICS e il M TI una volta concluso il progetto. 

 

CLAUSOLA 8 

Termini, Condizioni e Procedure di Credito del Credito di aiuto 

8.1 Il credito di aiuto avrà un livello di agevolazione del 50%. Le condizioni finanziarie che 

corrispondono a tale livello di agevolazione sono fissate come segue:  

 Tasso d’interesse: 0% annuo. 

 Ripagamento: 30 anni di cui 20 di periodo di grazia, in rate uguali, consecut ive e 

dilazionate. 



 Beni e servizi acquistati tramite il credito di aiuto dovranno essere di origine italiana. 

Tuttavia, un massimo del 40% (quaranta percento) del credito di aiuto pot rà essere 

ut ilizzato per f inanziare contratt i di origine diversa (locale o alt ri paesi OCSE). I Contrat t i 

devono essere espressi in Euro o in valuta locale nel caso le spese siano locali. 

8.2 Il credito di aiuto sarà t rasferito in tre t ranche come segue: 

 La prima t ranche per un ammontare massimo di Euro 10.000.000 sarà trasferita dopo 

l’ent rata in vigore della Convenzione Finanziaria e dopo l’approvazione da parte del 

Comitato di Pilotaggio del piano di lavoro preparato dal M inistero del Commercio e 

dell’Indust ria (Unità di Supporto Tecnico). 

 La seconda tranche per un ammontare massimo di euro 15.000.000 sarà trasferita 

quando l’AICS e CDP esprimeranno il loro nullaosta riguardo al primo rapporto f inanziario 

di audit ing. Tale rapporto dovrà coprire l’impegno di almeno il 50% della prima t ranche. 

(Per quanto riguarda la componente della linea di credito, l’ impegno si riferisce ai 

contratt i di credit i firmat i t ra le banche intermediarie e le aziende locali; r iguardo le alt re 

due componenti, l’ impegno si riferisce ai contrat t i f irmat i con i beneficiari). 

 La terza tranche per un ammontare massimo di Euro 20.000.000 sarà trasferita quando 

l’AICS e CDP esprimeranno il loro nullaosta riguardo al secondo rapporto finanziario di 

audit ing. Tale rapporto dovrà coprire l’impegno di almeno il 50% della seconda t ranche, 

e l’ammontare della prima tranche non coperto dal primo rapporto di audit ing. 

 Nell’arco dei 24 mesi dal trasferimento della terza t ranche, la compagnia di audit ing dovrà 

preparare un rapporto f inanziario di audit ing finale. Tale rapporto dovrà coprire l’intero 

ammontare impegnato della seconda e della terza t ranche, nonché l’intero ammontare 

dei t rasferiment i delle tranche. AICS e CDP dovranno esprimere il loro nullaosta su tale 

rapporto f inanziario di audit ing finale.  

 L’agente del mutuatario si impegna a rimborsare a CDP le somme non approvate da AICS 

e CDP. Nel caso in cui l’ammontare del credito di aiuto non sia stato ut ilizzato interamente 

alla f ine dei 24 mesi dal t rasferimento della terza t ranche, le Part i possono di comune 

accordo estendere tale periodo, per permettere il t rasferimento dei fondi ai beneficiari e, 

qualora fosse il caso, approvare nuovi t rasferiment i.  

Tale periodo non può superare il periodo di grazia del credito di aiuto. Nel caso si estenda 

tale periodo, la compagnia di audit ing dovrà successivamente confermare il completo 

ut ilizzo del prest ito, preparando un nuovo rapporto f inanziario finale di audit ing.  

 

8.2.1 Dopo la firma del presente Accordo, una Banca Agente sarà selezionata dal M TI 

t ramite un tender, e un Accordo Esecutivo ad hoc sarà firmato tra la Banca Centrale 

d’Egitto e la Banca Agente. Tale Accordo Esecutivo elencherà i termini e le condizioni 

riguardant i l’allocazione dei fondi da utilizzarsi per le t re component i (Unità di Supporto 

Tecnico, Linea di Credito, e Venture Capital Facility). Tale accordo tra la Banca Centrale 

d’Egitto e la Banca Agente dovrà essere approvato dal Comitato di Pilotaggio del progetto. 

 



CLAUSOLA 9 

Proprietà dei Beni 

9.1 Qualsiasi bene acquisito dal programma per l’implementazione di questo accordo, quali quelli 

ut ilizzati dall’Unità di Supporto Tecnico e/o il Venture Capital Fund, saranno di proprietà del 

M TI, dopo la chiusura dell’iniziat iva. 

 

CLAUSOLA 10 

M onitoraggio durante l’Implementazione 

10.1 AICS si riserva il dirit to di monitorare l’implementazione del proget to e il trasparente, 

efficace e efficiente uso dei fondi. Il monitoraggio AICS delle att ività può avvenire sia in Italia che 

in loco t ramite: (I) esperti AICS in missioni brevi speciali, (II) personale della sede locale dell’AICS). 

10.2 Le at t ività di controllo sui t rasferiment i dei fondi sono assegnate a Cassa Deposit i e 

Prest it i. 

10.3 Per facilitare il monitoraggio AICS come da sot to clausola 9.1, il M TI dovrà produrre 

rapport i tecnici e finanziari annuali sul progresso del proget to. 

 

CLAUSOLA 11 

Sospensione dell’Accordo 

12.1 In caso di impedimenti alla realizzazione del proget to per cause di forza maggiore 

riconosciute da entrambe le Part i (quali guerre, inondazioni, incendi, t ifoni, terremot i, conflit t i di 

lavoro e scioperi, diff icoltà di t rasporto impreviste), saranno applicate le clausole che seguono: 

11.1.1 Nel caso in cui la durata dell’impedimento alla realizzazione sia inferiore ai 12 mesi, le 

at t ività del proget to saranno sospese. I fondi residui dovranno essere tenut i f ino alla fine degli 

impediment i e l’ Italia, t ramite il M AECI-DGCS, autorizzerà la ripresa delle at t ività. 

11.1.2 Nel caso in cui la durata dell’impedimento alla realizzazione sia superiore a 12 mesi, le Parti 

dovranno accordarsi su come dest inare i fondi rimanenti. 

 

CLAUSOLA 12 

Risoluzione delle Controversie 

12.1 Qualsiasi controversia tra le Part i derivante dall'interpretazione e/o l'at tuazione del 

presente Accordo sarà risolta amichevolmente tramite consultazioni o negoziat i t ra le parti via 

canali diplomatici. 

12.2 In caso di discrepanze t ra il documento di proget to in allegato I e il presente Accordo, 

quest’ult imo prevale. 

 



CLAUSOLA 13 

Emendamento all’Accordo 

13.1 Le Part i possono modificare il presente Accordo in qualsiasi momento. Qualsiasi 

modifica deve essere presentata in forma scrit ta mediante scambio di note verbali, che entrerà 

in vigore al completamento delle procedure interne.  

13.2 Le modifiche agli allegat i possono essere effettuate t ramite scambio di lettere al livello 

tecnico. 

 

CLAUSOLA 14 

Risoluzione dell’Accordo 

15.1 Entrambe le Part i si riservano il dirit to di risoluzione dell’Accordo previa consultazioni 

reciproche in caso di ritardi evidenti, non motivat i, e prolungat i della realizzazione del proget to. 

 

CLAUSOLA 15 

Entrata in Vigore e Durata 

15.1 Il presente Accordo entrerà in vigore alla data della ricezione dell’ult ima notif ica con la 

quale le Part i si informeranno del completamento delle rispett ive procedure interne, necessarie 

per l’adozione di questo Accordo.  

15.2 Questo Accordo dovrà avere la stessa durata del credito di aiuto. 

15.3 Qualora le Part i richiedano la risoluzione dell’Accordo, è accordato che l’Italia, t ramite il 

M AECI-DGCS, possa chiedere il r imborso dei fondi non spesi.  

 

In fede di che, i sottoscritt i, debitamente autorizzati dai rispet t ivi Governi, hanno qui f irmato il presente 

Accordo di credito di aiuto. 

Fatto a Sharm el Sheik l’8 dicembre 2018, in tre copie originali in lingua inglese, tut t i i test i essendo 

ugualmente identici. 

 

Per il Governo della Repubblica Italiana 

 

Giampaolo Cant ini 

Ambasciatore d’Italia in Egit to 

Per il Governo della Repubblica Araba d’Egit to 

 

Dot t .ssa Sahar Nasr 

M inist ro per gli Invest iment i e la Cooperazione 

Internazionale 
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synthetic Project Fiche 

r:OUNTR_v ____ I EGYPT 

~ECTOR -i-P~ivate Sector Development 

SUBJECT 

I 

The programme aims at addressing credit market imperfections and 

bring about sustained improvements in the quantity and quality of 

financing for SMEs, drawing on best practice from SME financing 

initiatives world-wide. 

The focus of these efforts would be on SME access to credit and 

business development services as well as information and market 

linkages. 

I AMOUNT I Euros 45,000,000,00 of which: 

i · - Euro 3,566,000 for the Capacity and Institutional 

'1 I Development (including management and co-ordination of 1 

II 
, the activities, institutional capacity building, cluster 

I 
development. advisory services, procurement and technical 

1 assistance services) 

I 
I Euro 36,434,000 for the credit line for selected sectors i 

'r-' ~.,..,--·------t-i Euro 5,000,000 for the creation of a Venture Capital Facility I 
DONOR Italian Ministry of Foreign Affairs- DGCS =1 
coNT-R1_a_u_T_1o_N __ -+_s_o_FT_Lo_AN- I 

EXECUTING Ministry of Industry, Trade and SMEs 1 
AGENCIES/BODIES ' 

IMPLEMENTING J_j 
, AGENCIES/BODIES 

I OVERALL OBJECTIVE I Support to the Egyptian ~overnme"t to develop th~·-:ivate sector I 

1 

[ through the support to local SMEs ·--

1 

SPECIFIC OBJECTIVE l The programme objective consists of supporting the creation of an I 
: ! enabling environment, able to guarantee the sustainable development .

1

i 

: i and private sector inclusive growth and in particular of SM Es. 
, 

-~~ 
----

DURATION 5 years 



c=PTION-1 The project aims to contribute to the cr~ation o~~n enabling environment fo~1 
I DE~CRI ! the private sector, able to guarantee pnvote sector su:;;tainable developrnent ,

1

, 

I and private sector inclusive growth. 

' ' 

l_ 

: The programme wilt support the private sector either in form of provision of 

training and technical assistance to the entrepreneurs and their employees, 

either through the sensibi!ization towards a sustainable approu'h to 

enviroruncntal protection and efficient ~nd sustainable input/raw material 
1 

rnanagen1cnt, waste management and rc<:yclingln order to achieve this, the I 
assistance will also be extended to the Egyptian institutions involved into the 

programme, at the apex as well as at the intermediate and local level. On i 
other hand, also the associations of entrepreneurs and Business 

Development Service centres will be assisted. 

The tools to achieve the goals will be in the form of non-financial services and 

financial services. The non-financial sef'vices will focus. on capacity building 

and human resources development; while the financial services wm focus on ! 
stimulating the competitiveness of local SMEs by easing access to credit I 
conditions (including the informal sector) and technology upgrade. J 

LIST OF ACRON IMS 

AP 

OGCS 

EGP 

EU 

GDP 

MAEIC 

M.D. 

MIT 

MIC 

SC 

UTL 

VC 

VCF 

WP 

Action Plan 

General Direction for Cooperation and Development 

Egyptian Pounds 

European Union 

Gross Domestic Product 

Italian Ministry of Foreign Affairs and International Co-operation 

Ministerial Decree 

Ministry of Industry, Trade and SM Es 

Ministry of International Cooperation 

Steering Committee 

Local Technical Unit-Italian Cooperation Office 

Venture Capital 

Venture Capital Facility 

Work Plan 
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1 BACKGROUND 

According to empirical evidence, small and young firms are the main creators of new JOb 

opportunities in Egypt. According to official data SMEs that account for more than 98 percent 

of enterprises. generate more than 85 percent of cmploy1nent in non-agrlculturc private sectors, 

and 40 percent of total employment 

Despite this cruci"J role that SMEs play, they face numerous challenges 1.imited access to 

finrince is one of the main obstacles facing entrepreneurs A recent Jnvestrnent Climate Ra.pld 

Assessment Survey (2012), reveals ttuit only 23 percent of SMEs have received a bank loan., 

while only 2.5 pcrccm tap on non-bank financial mst1tut1ons. More than 70 percent of the 

survi::yed finns raised concerns regarding the surge in the cost. of finance post revolutlon. Mo:sl 

SMEs resort to alternative sources of fiffi:incc, relying on personal saving." (79 percent) or 

inheritance ( l5 percent) Lo raise capital, and only fou.r pt:rcent access the formal market 

Although sectoral analysis shows tbat there is no liquidity crisis in the bar1.king sector, SMEs 

have liinited acct:ss to finance. 

The increased banking sector risk version.. is evidenccJ by the low banking lnterrncdiat1on, 

reflected in the decline of private sector credit-to-GDP from 36. l percent in June 2009 to 28.6 

percent in June 2013. In addition, the opportunity oust of capital for any equity finuncmg 

(through private equity and venture i.:-apitol co1npanies) increci.sed significantly as a reflection of 

the high inten::st rn.tes on government papers, which escalated due to the high budget deficit 

witnessed during the past fi3cal year. 

ln addition SMF..s are offered limited financi~l products. Oniy 11 I percent or micro firrns, and 

17.4 percent oi small firms have bank loans, as opposccl to 3& percent for large firms. On the 

'->upply side, banks are reluctant lo lend to SMEs, especially young ond new ones, due to the 

perceived <:1:::sociated risk. Furthermore, ban.ks continue to lend based on coih~teral as opposed to 
. cash-tlow, narrowing the opportunlties for SME~ lhat often do not have sufficient cnllaterol. 

The value of collateral needed ror a \oan'compared to the total loan size is 88 percent for small 
firms_ Collate1 al requirements, such as these, signlf:l..:antJy hamper the abi!iLy of srna.11 firms to 

have access to bank lnrrns_ Efl'ectively. banks in F.gypt are serving large v-.·ell est<1b!ished firn1s. 

These n1icro and small fums ttlsn face problems obtaining finance froru other capital markt:t 

vchich:s. Venture capital and angel investors have a limited, yet growir:g presence in the 
bgyptlan market. TI1cir operatior-.s are not easily tr.::ickcd in ter n1s of magnitude~ due (o l11ek of il 

coruprehensive regulatory and reporting fran1ework governing their operations 

G~ndcr disparities are also prevalent, wlih wornen entrepreneurs facing more challenges in 

accessing finance than rnerL 

On the denu:ind side~ the \Veak financial intern1ediation of SMEs is attributed to various 

institutional factors. One of the main challenges is enterprises' lack of transparency, their 

inability to hold regtilar bookkeeping records, and their inaJcguute capacity to issue audited 

ftr.ancial sta.tcruet1ts. 

Financial institutions are unwllllng to tend tu firms that do not have audited financial s111te1nents 

or concrete well-pre(X'rcU business plans. Moreover, smaller fi.nns often do not have sufficient 

colloteral, which is required by banks. There is often lack of phySLcal accc" in poor villages, as 

it is not co:-;-t-eff~ctive tbr financ.ial institutions to establish branches in areas "vhcre the c.lient 

base in small villages or towns. 

[n this l~ontext, the governrnenr !'nnouoccd an arnb1t1.ous program that primarily targets 

sustainable grov.-1h and social eql1ity, vtith an emphasis on the development and support of 

smaller firms. In a ten-pillar progrnm announced on the July 17, 2013 by the Prime Minister, a 

key pillar is micro, s111all, and n1edium en1erprises (MSMEs) development, Lo enhance their role 

m creating jobs, with a focu.; on youth. 
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In response to these challenges, efforts have been 1nade to improve the enabling envuonrncnt 

for financial intermedi..~tion and to ~trenglhen the financial infrastructure The first private- credit 

bureau \.\'US established, irnproving signiftcantly the information on clients' cre<lit worthine5s. 

The payments sys!ern was 1nodern1zed, in terms of operation), pnltcies, and regulations:, 

creating a inore supportive in.stitution3I fracncwork. Moreover, the C.entral ilank of Egypt 

(CBE) is.sued lhc Code of Corporate Governance, enhancing transparency and governance of 

the banking sector. All these efforts to strengthen the financial infrastructure have led to the 

protnotion of a more enabling business en~ironrncnt_ making it more conducive to Siv1E 

lending. 

In thi" context the program targets the development of SMEs, especially fost-growing ones, 

which empirical evidence has shown to be the nlost significant employment generators. l'his 
entails improving their access to finance through leverngmg financial innovation and technical 

assistance service::;. The ltalian Co-operation Office aims at suppurting Lhis sector, fOcus1ng on 

access to finance, which is a key factor uf the private sector grov.th, in order to stimulate their 

potcnlial and create new job opportunities. 

1.1 The supply of finance for SMEs in Egypt 

In the (o!1uwing paragraphs tl1e ntain actors invotved in funJing Sl\-fE.'l in Egypt \\111 be 

analyzed. In particular.~ the structure of financing 1n.stltui:ions sector v.ilt be concisely described 

1.e. the banks, the Social Fund for Development (SFD), MFls, Venture & Risk Capital (VRC:1 

and A.nge! Investors. Each sub-section \\ill illustr(1tc the- rnuin actors, available data on 

performance, indicators., HnU the irnportance tOr MSMi::::s credit 

1.1.1 Banks 

The period 2004-2010 saw a process of consolidation In the co1nn1ercinl banking sector: in 

2010 there were 15 banks Je..qs than in 2004. At the- same time, banks' access pnints increased 
considerably, both in terms of their number of branches (b) and A 1Ms ( c), representing a 

growth of 41% and 274%, respectively. This growth in absolute numbers ts retlected in the 

Jen.sity of branches and ATMs, both from a geographical and demographic perspective. 

The total number of deposits grew by 7.6% between 2006 and 20 I 0, while household depoSLt 

accounts gre\.v by 7 9o/(I. Therefore .. not only did financ.ial incl us ion increa">e, but considering the 

banks· base of clienL~. households gre\11 in in1porr.anee· 97.4o/o of the outstanding deposits 

belonged to households m 2006, while in 2010 that figure was 97 7°/n However, gro\\th in the 

number of household deposils Wds- not accompanied by a similar increase. in the volume in those 

deposits. Of the 568,84 l million Egyptian pounds (EGP') held in bank deposits Ln 2006, 66.8% 

belonged to households.12 IJespite growing to 574,717 million EGP in 2010, household 

deposits as a share of total deposits remained relatively unchanged at 64.4%. 

The number of deposit accounts at commercial hanks per l,000 people grew from 2006 until 

2008, decreasing thereafter. Relative to the population, of all deposit accounts tn 2006, 97.3% 

belonged to houschol<ls while in 2010 that figure was 97.8%. The volume per <lcpt1'it account 

rose from 29,963 to 43,673 EGP, entailing a growth of45. 7%. Considering households only, the 

volume per deposit accol.Ult rose from 20,552 to 28,775 EGP, which yields a growth rate of 

40%. This <liITcrcncc implies that the volwne per deposit ac.count held by actors other than 

households, i.e. organisations (which accounted for 2. 2% of all accounts in 20 l 0) grew l 39%. 

Despite the growth in t.otal and average volumes of deposit acc0<mts (for all typ~s of' hnlucrs), 

the weight of the deposits relative lo the Eb'YPtian cconnmy decreased considerably, both in 



general and for households only, which means that the economy must have grown more than 

deposit volumes, i.e. the ability of commercial banks to collect saving,' decreased relative to the 

econo1ny. 

The number of borrowers increased very considerably bet'-ve.en 2005 and 20 10, both considering 

all clients and households only which yields growth rutes of 125% and 131%, respectively The 

overall volurnc of outstanding loans rose from 324,04 l million F.GP to 465,990 n1illion t:GP in 

only five years, representing a grnv..th of 43.8 110, while for househoids only the volurne of 

oublamling loans grew 74.5%. In 2006, 94 l % of •II lmrn.s belonged to households although the 

volume of those hnus:.;hold \oatl'> represented only 16.4 °/o of the total. By 20 I 0, the nun1ber of 

household loans rose to 96.5~-·~ of :11! \uans. accounting for l 9,9'7'0 of the toto.L This p;_,t!lcni lcU to 

lower avcr21gc lot1ns: the outstanding loans' volun'e per borrower in 2010 wns 107,074 EGP, 

do\.\.11 from l67/i26 EGP in 2006, entailing a decrease of 36.1~/r,_ Sirnilarly, outstanding loan 

per household borrower decreased from 29,2K5 EGP Lil 2006 to 22,082 EGP in 20 lO, which 

stwws a decrease of::!4.6~1o. 

Relative to the population, Lhe overall nwnber of borrowe--rs roughly doublet1 hclvvecn 2006 and 

2010, while households saw slightly higher growth at 11 !%. finally, relative to Egypt's GDP, 

overall banking credit decreased considerably from 52% tu 39%, although for households tl 

re1nained relatively stable. \Ve can st.:c once rrgain that, since outstanding loans and clients grew 

very substantially, GDP must have grown even highur (which could have been facilitated e.g. by 

credit from other suppl icrs). 

To s11rnrnarize, between 2005 and 2010 Egypt's banking ~ystcrn saw a significant increase in 

deposits and loans_ Whil1; tk:posits per account increased, ho\vever, loan volurncs per horro\veJ 

decreased. ~f'his pattern seems expl11incd hy fl very large exp(1nsion in the borrowers' base, i c 

rnany n1ore loans \Vere granted, but of smaller volume. lndct:d, while banking deposits were 
driven mainly by institution.=;, banking credit disproportion .. "ttely favoureU hou.::;ehold5 (v .. ·ho 

borrow srnailer an1ounl~_) over i11~titutions The year 200& seems to r.ave nurked an inflexion 

point, as from there on~'ards son1e key variabl~s Jec1eased (e.g. deposit .lCcount.s per 1,000 

(!dulls) or began to g,_ro\v ut a slower pace (e.g. borro\vers pe-r l ,000 adults). 'rhese two ±Jets 1nay 
indicate that the globCll financial crisi.s undennined firms' investment projects. 

Looking at the evolution between 2006 and 2010 it appears that banks became much more 

ltquid: the loan-to-deposit ratios 1r1creased consi.stently: from ! 7.8% to 40% (all clients) and 

from 71 % to [25% (households). Ilenee, despite F.~yµtian banks havmg loan-to-depoStt ratios 

in 2006 th(!.t were nor high relatlve to other credit markets, banks fo!lov11·cd a constant 

deleveraging strategy that incre.ascd their hquidity further. Supporting this, Egypt's imlex of 

banking sector risk decreased from 53 lo 48 between 2005 and 20 to (though tt went back up 

an<l reached 59 rn 2011and2012). 

[t may be argued that this rising aversion in lending was due to lower quality of banks' loan 

portfoltos (i.e. higher probability of default) as a result of the global financial crisis. However, 
the trend stn.rted in 2006 (betbre the crisis) and Egypt's growth seems lo hDve been inm1une to 

the crisis: between 2006 an<l 20 l 0 the country's GDP grew an O''erage 6 2% annually. 

With regards to banks' services, the array of products offcn.:J i:> quite co1nprehensivc, although 

standardized (:iriJ thcrcR1rl! r.ot tailored to IYiStvtCs - eve.n though some bank:::1 - narnnc!y 
National Dank of Egypt and Alcxflank - have mtrodu<-ed some tailored made products for 

SMEs 111 the last months and designed a new approach in dealing with the SMEs). At least 75% 

of the banks'MSME clients are simple clients in the sense that they only u_,,, one to three 

products offered by the bank 

flanks see MSMEs as carrying extra risk: although banks understand the importance of MSMEs 

in lcrms of profit.ahillty, they lac.k a clear understanding of the nature of tht: sector, particularly 
with regards to MSMEs' needs 
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~3ankers justify this perception nol only by l\1Srv1E internal factors \such (lS incfficicnl 

rnanageine:it practices or lack of proper financial stBtcrncnts r business plans}, but also on 

factors exterruil to MSMEs (such as the banks' MSME-lending technology or banks' 

regulations).rwthermore, banks make their financing dec1sions based on basic present 

documi:nl~ rather than on SME gro\Vth potential . The main requirt!mcnts fi)r granting credit to 

MS~{Es are usunlly ba~ic documents, such as registration or license, as well as financial 
perfonnance of the businesses. Bankers' perception is rcClcclcd in a disconnection \Vlth thetr 

clients: durin~ the cr<!dit~grant1ng process, the toan applic-.ation rejection rC'ltc rcporlcd hy StvfE.s 

was 20%, whereas that reported by banks was 66%. 

1.1.2 Social Fund for Development (SFD) 

'i'he SFIJ is a quasi-gove.rnrnental orgC1nizalion rnandated by the goverrunent to ere.ate iobs b.Y 
providmg mst1tut<onal, financial and technical support to MSMEs. ft was established in 1991 as 

p~rt of E[bypt's &ono1nic Rclorni and Structw-at Adjustment Programme. Since the beginrring 

uf its operotions, the SFD has become a key institutiori:1l vehicle tl'lr channeling government and 

donor n:sour..::cs lo MSf\.1Es in Egypt 
crhe S.FD n1ob1llses national and interrmtiont-tl resources ~nd then lends then·i to eliglbie 

microfinance NG·Os .:i.nd bJ.nks, which in turn lend rhern to M.Sf\1Es 'fht! rnain ~ource:::: nf fund~ 

include: the Eg:ypti,:,n government, European l,lnion (EU - >lmong the others, SFD ls 

implernenting a credit line for SMEs mad(.; uvailablc by the Italian Ministry of Foreign i\ffairs 

worth -")me 12 M Euro), lDA, Arab Fund, Kuv.'ait Fund, German Development Rank (KtW) 

and UNDP. Ffr13ncing activities ar~ operated rnainly by two arms: the Small E.nterprise 

Development Organization (SEDO) manage::; the provision of loans and other pre-loan financial 

""vices to MSMEs, while the Human Communiiy Development group (HCDG) provides 

microcrctlit an<l uthl'.r basic hu111an services (e.g. health, education) ro address the. needs of the 
poor. 

The SFD lending policy is in line with international best practices~ and incorporatc:3 scicial and 
hum21n dcvctopmcnt di1nensions that fuvom outreach to marginalized groups. For instance, 

MSMEs located in marginalised geographic an:as an<l run by specific social groups are 

favoured, and there is a quota whereby at least 25~'0 ofbenefici8ries have Lo be \>.10mcn 

Successive government and rnulti-dnnor revie'\vs of SFD progran1s carried out in 1994, 2000 

and 2004 have noted the effectiveness of the SfD, reflected in its quick, nexihle, and 

Lran5pareni d1shursernl!'.nt 1nechan1s1n. In hne with efforts to engage. banks as intermediaries in 

loan disbursement to MSME.s, the SFD cstahlt_;;hed the Cooperative lIL<JW-ance Society {CIS) for 

tv1SMEs. The CIS provide-s credit guarantee services lo enLcrpri~cs borrowing SFD funds, 

\vhcrchy ClS covers 80% of the loan, SEDO an addltlonal l0~1~, and the financial intcrinediary 

the remaining 10%. Some other key indicators of the SFD are the following: 

•Until 2008, the SFD dishursed a total of USD 2,5 bil!ton, 

• By the end or 2008, 767,000 permanent jobs and 230,000 temporary JObs in MSMEs were 

created~ in addition to 675)000 jobs in micro enterpriscs.38 

• TI1c loan rcpuymcnt rate frorn lnter1nedi;:nies \VU.S 100'~'0. 

1.1.3 Guarantee Schemes 

The Egyptian Credit Guarantee Company (CGC) was established in 1989, by nine Egyptian 

banks and one insurance company, with the assistance ofUSAlD, Operoting since 1991, it LS 

supposed to guarantee loans oft'ered by b3nks to .srru:ill businesses that lack sufficient collatero.L 

Ancr only four years of operation., the scherne had reached a loan guarante-.es portfolio of USD 

85 rnillionl 13 t'\.s of 2009, th~ agency has live branches in Egypt and operates out of 
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headquarters in Cairo. The shareholding partners have been reduced to eight banks an<l one 

insurance company. The CGC administers a number o[ fumb with precisely defined purposes, 

such as fironcing SMEs or supportmg health care providers. 

W1U1 managed funds ofapproxcmately USD lOO million and 33 partner banks (2005 numbers), 

the CGC- has at !ectsl ft)nna!ly reached the critical size to achieve an impact on len<llng pr(lcticcs 

to SMEs in Egypt. For example, in 2003, the company extended oYer 20,000 guarantees to 

secure {J.SD 95 rr1lllion of lonns. t\ssuming this nurnber did nor evolve s1gnificuntly in the 

meantime, it rcpri.:.~cnl:-: a :-:rno.ll fraction of total loans to SMEs. Coverage in percentage oftota! 

S~1E population stays limited as weH, at approximaLc!y .i~-';1 

·roday, and with regard lo the pn .. ~ .... ·inusly outlined assessn1ent criteria, the follo\\•ing picture 

e1nerges: First, there is contradictory evidence on additioMlity_ On one hand, the 1nost active of 

the particirating, hanks stated that without CGC guarantees, iending to SMEs woulJ collap>c' tu 

half or less of the current arnounts. This implies strong additlonaltty and would indicate that the 

scheme'seftectiveness is outstanding, since the literature on the subject estiITIBtc:s that properly 

designed andimplcmcntcd schemes usually increase lending to target sectors by 30-35%. Yet, 

banks tnight be exaggerating: Only l.43o/Q of guarantees issued had to he written dov.T1 as losses 

since: the schetnes inception., which ts an extraordinarily lov1• loss rate. This indicates that 1hc 

loans extended are granted to rather strong borrowers, \Vho 1nay not normally be dc:nied access 

to credit either. The risk of missing out on additionality is increased by the fact that potential 

borrowef3 cannot deal with the CGC directly and need to be confirmed by a lending institution 

first. Hanks' conservative practices therefore climinalc rnost projl~Cts hcfore they can even be 
assessed by the guarantor. 

SeconJ, n;g,arding, the strategic targeting of credit guarantees, the CGC offers loan guarantee 
programs in six categories, t\\'U of v..-hlch arc related tu enterprise size {start-ups and .S!\1Es), tv10 

to functlono.l purposes (poverty reduction related enterprise and indu.stry niodcrnizatinn) and 

twu to sectors oC thL: ~cnnoiny (health und energy). Fuods arc provided by the Egyptian 
governint~.nt or foreign l"lid agcrH.:ics~ rnost pro1ninently lJS.AID. Each fund is 1nanaged 

separately 3nd son1etimes in cooperation \-\'lth NG Os or other parrncrs 

Third, most gun.rantees cover onl.y 50o/o- oftoan value~ ""''hic.h 1nig.1'it be too low to induce. b?.n.ks· 

participarion as far as wc(jk burru...,.-.:rs are concerned. 11Us rn1ght cxpiain \\"hY the schen1e'· s loss 

ro.tes are so low, since 50o/o rnay be (00 low to induce lending to ciients v.·ith higher risk prolik:s. 

The CGC guarantees nonetheless seen1 relatively attractive to banks because the corresponding 

funds are deposited ln the p~rlicipating lending institution• iK. Participation therefore is relatively 

elevated. J,1 of 40 Egyptian banks reportedly collaborate with the CGC Y ct, closer examination 

reveals that rnost of th.is po.rtic1pat1on in the general framework does not translate into lending, 

As of2005~ the top five users ofCGC g1mr.-1ntcc services were government owned banks. These 

account for 93% by number and 90°/o by value of total cumulativt! guarantees iss.uc<l. 

Apparently, incentives are too weak to induce lending to SMEs by c.ommercially motivated 

bankers. Another problem with regard to incentive structures ts the scheme's indifference 

tov~'Urds banks' practices on collateral, which can produce n1oral hazard: if banks decide nut to 

1:1sk Cur rnure security than guaranteed by the L'GC, borrowers nHght default more readily 
becau~c non~: i1r'Lhclr 0111-·n a-;;scL-. ure at slake. 

Fourth. regarding the independence of loan screening· the C:GC: i.<; n1n by bttnks and f'inancc 

prOfCSS!Ona[s tasked Vtith the allocation Of guarantees. AJthough international donors ~nd the 

govcrnrnent e.E.1r1 influence benchnui.rk setting .and fund-evaluation criteria, they are not 

operationally involved in loon approvals. [n~lci:i<l, it i::; rcpoctcd thut CGC operations henefit 

fron1 lraining and assistance of an affiliate c.ompany (CGC Consult), in order to ensure 

pro!':Css.ion.al lou11 :::.creentng and aliocut1orl Hovvever, private bank participation in CGC appears 

to be rnos.tly syrnbolic, leaving public banks, which are also the 111.uin CGC shareholders, v.'ith 

considerable ntlluence. Such heavy reliance. on public sector fin.:.1ncial institutions can cast 
doubts on the independence nf!oan ullocation. 

In conclusion, while Egypt Jisposi..-s of a proper Ji"u1nework for pro"'.iding crit1caliy underserved 
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sectors of the econo1ny with privileged access to banking finance through credtt guarantees, the 

CGC has had limited impact on !he target sectors (SM Es) and provides very limilc<l coverage. 

1.1.4 Venture Capital and Angel Investor.; 

This section refers to Venture Capllal (VC), broadly understood a< those early-stage 

lnvcstrncnl:;: in innovative sto.rt-ups whereby the investor provides finance to MSMEs and owns 

a share of the MS!l.1E (lhcrchy sharing the business or project risk). Similar concepts such as 

Angel Investors (highlighted due to their recent ri,c), Risk Capital or Pnvate equity are also 

comprised in this category. 
In 2012 the number of venture capital (VC) con1panie,i:; 111 Egypt WJ5 16, of \vhich nine \.vere 

listeU in the stock inarket. In some cases these companies are securities co1npantes. that included 

venture capital among thl·.ir activilit.:s to obtnin tax advantages. 1\lthough the rot.al invcslrucnt 

tncreased ii-om 20U2 to 2008, it see[ns to have stagnated and even decreased thereafter. 8y the 

end l)f200& thl": Iola] arnnunt invested by vc· compan.ies \l.'3S EGP 386.5 miili()n 
rrhe Egyptian VC sector is relatively snll.lll, allhough potent1clly vi:ry in·:port3nt for !\1SMEs 
Rese"rch rul> shown that the majonty of Egyptian MSMEs 'fe willing tu ClHl5jdcr VC to finance 
their operations, which is :--1sstJCiatc<l with the size of the company: the sm3ller the enterprise, the 

more likely it is to be open to VC. 1"he availability of VC is perceived as. incornmensurate with 

the need:s or n~w and gro\vtng fin11s especially given the difficulties thes.~ businesses fuce \\'hen 

approaching conventional funding institutions. Also, the lack of a healthy venture capitalist 

corn1nun1ty is considered a severe limitation to entreprcn(.:uria! lnnovu.tion 

There are sever(ll n!B.Snn:=; \vhy Egypt does not have a strong \'C market. lt is cor.Lcn<lcd thut 

government involvement in organizational an<l rnanageriaJ rruitters is unden11ining the efficient 

opi::ratinn of VC co1npanies. Another reason ls the J;,ck of cxpcrlise to identify and select 

initiatives in ~'hich it is worth investing. More awareness of the VC sector woul<l al~u help, as 

v.rould the dissemination of stori~s when~ VC played an instrumental role in initiating and 

developing successful MSMEs. 

1.1.4.1 Main Actors 

Some uCLhc cornpanies identified in the: VC sector are the Ca~ro National Co fur fnvL~stment and 
Securities, International Trade Cofnp~ny for Investn1ent. :\1 Ahli fr)r [Jevelopment and 

Invcstnicnt, N u.tional Youth (.:Ompany for Investment and Development, tvflsr Rxterior, (Julf 
Company fur Financia! lnvesttnents or the f\merican-Sat.1dr C'ompany for Fin.anciai lnvcstml.!nls 

So1ne of the key con1panie-.s and their busines~ rnodcls hr.1..~td on u listing from Wamda.c.om are 

herewith described. 

Founded rn January 20ll by Ahmed Alfi and Huny Sonhaty, Sawari Venlu"s is perce<ved as 

the foundnt1011 fOr Egypt's new investment community specializing in technology. Savl''U:rl 

launched the Fltit6 entrepreneurship lab at the. Americ3n University in Cairo, \Vhlch providl:s 

specialized services inc!tJding scc<l funding and mentorship. lf companies manage to survive 

and reach more developed stages, they become eligible for furlher funding from Sawan, typical 

investments ranging fron1 $250,000 to $2 inilhon. 

ldeavclopers is a VC firm responsible for the mtlnage1nent of the Technology J)eveioprnent 
FunJ (TDF) "fDF <S the only government-backed fund v.ith a total value of 50 t J8D mili ion to 

support E.gyptian inr1ovation tJnd cntrcprcneillship, and focuses on early-stage !CT compan.ies. 
Over half of the total allocated amount has been invested in 17 con1panies operating inside and 

outside Egypt. The co1upany pools VC fro1n several investors to fund selected start·ups. Support 

is complemenlcd by another compZ1ny that provides strategic services at the preinvestm~n\ slagc 
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through strategic planning, business models, financial structure, and human resources, sales a.nd 

marketing. On average, each company receives about EGP cl million in f'unding and inve.'ltors 
are expected to recover their invc:-Jtmcnts Hl 3 to 5 years. 

foounded in 2010, Innoventurcs. ls one of the rnost recent companies established to supporl 

creative start-ups in becoming businesses eligible for VC. Jnnoventure.s focuses on clean 

technology, T(;T, clectrun1cs, 1nedl1, n1arket intelligence. and inclusive businCS!:>CS fic\ds.Thc 

efforts of the company consist nfa six-month duration incubation program \.Vhich includes seed 

funding, custo1nized business training and access to p01rtnt.:r nct...-ifl(ks. In exchang~ for its 

services, Innovr.:nlurcs i1nposes a tninority equity stake in the incubated v~nturcs. The 

lnnoventures b~iness model '"'lnnov~tion venture Inanagerne-nt" differs from traditional VC 

models in that it provides more support to creative. ideas with no businc:ss expertise thnn 

traditional VC companies. 

Aside .from VC cornpanies, some investors present themselves as '\.\.ngel Investor~" One of 

then1 Ls Cairo Angels, a nct\vork that inv:;sts in stn.rt-ups and early-stage compariJes using a 

high-risk, high-return matrix. Smee its inception. in early 2012 Cairo Angels hns invested EGP 

l.1 million in 4 companies, and made bindmg offers ofEGP I million to two more companies. 

Cniro 1-\nge.ts is made up of around 50 individtnd rni:mbt.:rs, alrnost all Egyptian, of w·hom 

20o/o are \lo.'On'lcn and rnore (han half are founders of highly· recognized brands. The nt:-l\:..·ork doc~ 
not include companies. insL-ituLlun:; or fundq: nngels n1vest their personal money and leverage 

then experience and net\vork to benefit the business in return fuT an cqult.y stuke in the business. 

Targeted companies are those \Vith the potential to return 3 to 5 times the invt;st[ncnt in n 

tlmefrarne of J to 5 years 

L\hhough most of its investn1ents to date have been in the 1.cchnologica! do1na1n, Calro .-\ngels' 

airn is. to invest Dcros.~ all sectors with a parricular appetite for ex.port oriented products and 

services. Thus. Cairo • .\ngcl~ urc c . .;,pceially interesti::d u1 bu."linesses from the agricultural, 

iogtstics and energy sectors, and tncoun:1gc women entrepreneurs· appl1cat1ons. CJlro 1\ngels 

are open to regional start-ups applying for funding as well. 

Finaily, puv11tt.: sector companies can also access tlnancing in the form of equity through the 

Egypttan exchange market (N'ilex}, where companil!s c1:1n acces.'> long tenn capital at a low c-ost 

fhr the expunslon of their businesses. Since the Nilex. is usually focused on larger siz.c 

com pa rues. 

l,2, The Demand for Finance by SM Es in Egypt 

This section describes the demand for finan~.e in Egypt within the SME ::;ei;tor, :;un1c nfits 

rnilln features being: 1nost SMEs are geographically concentrated in only three governorates {our 

of Egypt's 27), SMEs Hr!! mainly operating 1n rnaJtufJ.cturing and trade~ very few of them 

export ilild very few deal with banks. 

The ideal scenario would require an assessment of those loan applications submitted by 
Egyptf<\n MSMEs.. Slncc those iJc1::1 data ure not available, data. on the SMEs.' characteristics are 
used as a proxy. 

Three specific LlSpects are of interest: i) basic indicators of e.ntrepreneurship {e.g.the motives 

that led the ent[eprcn.:.:ur to start a hu~iness), 1i) the characteristics of S.Mt:s·' operations (e.g. 

inforrnahty), and iii) the financi:1l characteristic~ of Sf\1F.s (t~.g. having fl bunk account). 1l1ese 

features are co[nplen1ented with firms' oplnions on the rnain obstacles they :f&ce \vhr:.n doing 
business 

Available data allow for a comparison ofEb'YPl's private sector with the overall MENA region, 

bl!! evolution over time can only be traced between 2007 and 2008 (the latest year with data 

availahle) Most datn disaggregate by size (Small, Medium and Large), which permits an 

insightful cross-sectional picture of ho\v privalc sector features would evolve as firlns in.crease 
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in size. The ina1n inconveniences are that data do not incluJc micro enterprises, and the t1rne 
series con1ponent is only t\vo years. 

1.1.1 Entrepreneurship 

In 2009 Egypt saw the birth of 6.308 new limited liubility companies and the country's new 

business density \\'3.S 0.13) \Vhich represents th{'. 3rd lo-..ve-st figure c:u111parcd tn :u.va.il!1b\e dnta 
for the Middli; F,~1:.-11 and North Africa region. 

Entrepreneurship is socially wel! regkl-rdcd in Egypt (although between 2008 and 2012 the fear 

of thi!ure grew considernbly), and most people believe they have the required ::::kills tu st.arl a 

business. Usually MSN1Es h<Jvl: ambiLioLL" ideas fnr expanding, despite the.ir lo\v average profit 

inargins (tforn S'Vo to 2~'0}. l 04 -rhe perception of businl:8S opportunities grew frotn 2008 

on\vards, Jcspitc the frict that custotners fron1 other countries decreased dra1natlcally betv..'een 

2008 and 20 l 2 (the number of foreign tourists dropped drastically m recent years). 

Overall it ls clear that entrepreneurial activ1ty decreased: bet"veen 2008 and 2012 the percentage 

of entrepreneurs in business for less than 3 rnonth.s, frorrl 3 to 42 1nonths and ft1r 1nore than 42 

months all decreased or ,,.,,,ere stable. It is noteworthy· that the biggest decreases occurred in lh:..: 

first two years: between 2008 and 20 I 0 muny l"ng-establrshed entrepreneurs (>42 months) 

\vent out of business, while the percentage of nascent entrepreneurs (<3 n1onths) shrank to a 

third of the initial level. Similarly, the percentage of entrepreneurs that are in business because 

rhey did not have any other options ~cw frum 19 w 53 between 2008 and 20 l 0. From then on, 

however, some indicators improved somewhat the shar~ of rorcc<l cnLrcpreneurs declined to 34 

in 2012, and hy 2012 the rates of nascent entreprenc.urs had started to grow ag-din. 

1.1.Z Basic characteristics 

According to the Central Agency for Public Mobtlisat1on and Statisties (CAPMAS), in 2006 

there '"'ere 2 5 million S!v1Es in Egypt. of ""hich 92o/o were n}icroenterprises with 1-4 

employees. S.M.Es represent nearly 99 percent of total private enterprises and •bout 80 pctccnt 

oflOLal cn1plnyr11ent., with ave1age nssets valued at i...:c;p 30,000 (son-1e .~5,000) and an average 
of 2.2 employees. 
SMEs are on average about 22 years old. Although the emphasis or this analysis is nnt a 

con1parison b~twccn Egypt and the rest of the region., it is ren1arkable that Egyptian private 
sector companies in general (including SMEs) are considerably ukJcr Lhan others in the region. 

SMEs are mostly owned by private domestic stakeholders. 

Ho\~ever, as the size uf firms goes up, the openness to ownership by foreigners and publlc 

authorities increases~ and the ownership of companies is less concentrated. rn tenns of legal 

status, snta!l contpanies rely mostly on "sole proprietorship'~, a pattern that increased between 

2007 and 2008. On the other hand, large companies are more likely to be publicly ltsted 

companies, a legal status form that i;rcw bl:t\Vcl:n 2007 and 2008 ut Lhe expense ofLicnited 

Ltabtlity Company (LL-C), sole propnetorship and partnership. Medium enterprlses are clearly 

less likely to he an LLC, and have a roughly similar probability of being publicly listed, a sole 

proprietorship, a partnership or a lin1ited partnership. 

Although half of all firms consider the workforce to be inadequately educated, larger firms are 

more likely to train their en1ployees. Labour regulations are seen as a stronger constraint by 

smaller companies, who are less likely to have female p<irticlpation both in their ov.·nership and 
\vorkfurce 
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Whlle quality t:crtifications are very rare a1nong Sin.."'lll (-1.3o/o) and me<liun1 ( 14 3~·0} enterprises, 

they are very comn1on an1ong large companles (50~'0). Th~ pat.tern is s1m1lar when it c.omes to 

using leL:hno!ogy licensed frorn foreign countries.,. although the difTercnccs arc not so large. 

Stmilarly. SMEs are less likely to have their own webs.le and are less lti::ely to use email for 

their interaction with clients and suppliers. It is ren1arkable, hou.1ever, that ii.Cross the size range 

a majority of enterprises h'1.ve tinnual financial staten1ents revle\.ved by financial auditors. This 

counters one of the typ1cai claims of banks. that SlvfEs don't havl: proper financial accounts. 

1.1.3 Financial Characteristics 

for the majority uf SMEs, the main purpose of accessing finance is to strengthen their working 

capital. MSMEs have very little financial leverage through debt rinancing and hence, it is not 

su.rprislng the!.t they reinvest thei!" business profits, as "veil as savings, back into their huslnesscs_ 
Egypt's private sector companies £\re con:::idcrahly rnnre likely to have a checking or savings 

acccnJnt than those ;n the rest of the Arab region . .i\pprox1mately 50°;;, uf small cornpanies have 

at least one ofthv::;c tv.10 Lypcs nfaccnunts. ,'\nd as f1rn1s increase in size, so does the probabilit:y 

of having such acco•..znts. ~-!·)\.\'ever, even when cnnipanic':> arc large it is nnt gu,1.ranteed that they 

will hL"IVi.: an ac.t:our:t. about So/." of all large con1panies in Egypt did not have one in 2008, \vhich 
is surprising. 

In tenns of financing, Egyptian enterprises are three times. more likely to havL: access in credit 
thHn companies in the region, but within the country there is great inequality in regard to firms' 

size. Approxim..'1tely 5°/ii of sn1al! compl;'.l.nic.'> had access to credit in 2008, \'>'htle l3.8u/o and 
](,.[~lo of medium and large ..;-ompanies did. Such figures shov.' positive grn\vth helween 2007 
and 2008 for all three categories. 

In order to acc.ess credit, l00% of the !oltns granted to small compunles in 2008 required 

collaternl, a percentage that decreases as the sizi of the enterprises goes up The reason for this 
pattern i.s lhat i...:rcJit·granting institutions consider srnaller companies as riskier. Deyond having 
to provide collateral, the value of lhc collateral is vital. Smaller cotnpan1es are required higher 
collaterals than larger ones, a gap that decreased substantially bclwccn 2007 and 200S. In 2008, 

small co1npanles had to provide collater~l for 87.6% of the value loan .. while medlum-sized 
enterprises hat1 to guarantee 815% of their loans. ·nus relation is not linear \vith firms~ s.ize, 

ho\:vever, as large c.on1panies were required to pn)vidc collatL~ral for a higher percentage than 

1nedlu1n-s1ze companies: 86~/0. ·rhe large discrepancy between Egypt's average v<iluc of 

co!late[aJ required as pcrcl.'.nlugc ofa loan (85.5°/o) and average values of collateral required in 

tile MENA region (200.&%) ts stnking. Indeed, Egyprian MSMEs thal Jo not apply for bank 

loans argue that the conditions ilre not satLsfactory and that dealing \.vith banks is difficult 

Ilet\vee.n 3-,fO,,{, of S~1Es used b1:1nks tu finance their invest1nents in 2008, a percentage that \Vas 

much higher for large comp..tnies. llo\vever, !1 larg;e dccrci::l:sc \.Vd.'5 expcricn~cd between 2007 

and 2008 \vith n1ediun1 and large firrns tak1og the biggest reductions. ]"his pattern lr?ir--<;lated into 

a. convergence in the.rates of firrns accessing banking l:rcdit 10 finance their 1nvestrnents. ·rhe 
financial crisis. to \Vhich bigger companies \Vould be more exposed in 1crm~ nl'vnlurru.: nfcrcdit., 
would have contributed to this phenomenon. 

Not only diJ hanks finance less firm investnlents in 2008, but they also financed a lower share 

of those investments. Indeed., in 2008 banks fLnanced ju"l 1.5°/o and 2. 7o/o uf the value invested 

by sinall nnd 1nediun1 enterprises, respectively~ compared to 3.J".:--'o and 10% a year b(;!.forc. ln 

rcspnn:\c, firrns were 1nore likely to tlnance their tnvcstrnents internally in 2008 than in 2007. 

Overall, the main source of fun<ls tu .firu:inc.:c invcstrnents hy SM.Es was internal financing, 
foJJowed by equity sales (2.3% to 2.5%), banks financing (l 5% to 2 7%) anu supplior credit 

(0.2%.) 

in terms of t1nanc1ng \vorking capital, onJ;' 2~'0 of small enterprises and 6.SP/o of rncdiu1nsizc 
ones ai::ccsscd hanking credit, Vt-·hich is in sharp contrast to large firms' 15.4~'0. Furtherrnore, 

banks finaneed very lo\v shan.:s of thal 1,-vorking c~pitul. 0.8%, 2_9o/o and 5.6 1Yo for small, 
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medium am! large cnterpnses, respectively. It is interesting that, while banks in Egypt are less 

likely to fironce working c.apital th<1n in the rest of the MENA region (0 4% vs 83%) .. the value 

of \\'orking en.pita! financed ts much higher than in the reglon (2.5o/u vs. G.6~1(1). This suggc::)L:; 

that Egypti3n banks rnay be more mry of adverse selection. By way of stricter screening of 

loan apptic-atiuos, banks r;:use the cost of finan:.:ing v..1ork1ng capital and exclude potential 
borroviers from lhl: rna1 kct. Once they have been screened, huw.:.:vcr_ bc:inks are 1nore \VLlling to 

trust them. 

Dcspih..: the low involven1ent of banks in financing v.rnrking capital they aie stiH the main source 

of finance in this regarJ, u::i suppher credit is an even sinaUer sourct: of financing. 

During the course ofa survey undertaken by the F:gyptian Ban.king. lit'ltitute, lntervie\ved 

MSrv1Es declared th(;il' preference t'or finance in the forn1 of venture capital, although trade 

!Jnance, hnes of credit and overdrafts, !ca.sing, \Vorklng capital loans and letters uf credit were 

slso appre.ciated. ()ther fina.n.:.lat products th::n SME:i ar~ interested in are property insurance anJ 

collection of receivables, crcLlil insw·ance, \Vclges and supplier payment, internet banking, and 

fl'iymcnl of taxes 

With regards to credit, MSMEs are interested in lower lnterest ralcs, less de1nanding guarantee 

requiren1ents and simpler procedurc:s for granting loans. 'l'he average loan amount desired hy 
MSMF:s is a little more than l.5 M EGP, with MSMF:s preferring to pay off their debts rapidly 

(although the average desireJ payback term is 3 years.) 

Ac;cording to the above n1entioned report, access to finance has always been considered a major 

constrainLs. f n 2007, a!n1ost a quarter of all small firrns considered it a concern. 'rhis percentage 

nearly doubled in 2008 with almosL ha! f of all s.111all firn1s identifying access to finance as a 

rn.rijur constraint, a perception that decreases as firms gain size. 'T1-1is 1.vould be consistent with 

the i3ct that, 3.S the financial crisis kicked H\ credi1>grantlng insiitutions hecorne more risk:­

averse and preferred to concentraLc on !urger firms. Other research h.'.~s sho'NT1 lhaL access. tn 

finance i.~ rnore iikely to be identified as a rri.ajor obstacle for SMEs operating in services or 

trade, and less so for thu'SI..' operating in n1anutJc.turing or construction 

1.3. Regulatory Framework 

'D1i.s paragraph outlines the key legal, regulatory and institutional mandates, activities and 

strL1ctures that impact the access to credtt by MS1.1Es. The exlst~.ncc of an enabling policy and 

regulatory framework should have two guals: f1rst, to enable th« transformation of the MSME 

seclor from low added~value to high added-value actlvllics. And second, to n1lrrimize negative 

ef:tects such as moral hazard and adverse selection,. thereby make the fin'1ncial systen1 tnore 
efTrcient. 

l'hc E~ypt.lan Governrnent has previously made policy and rcgulatnry state1nents regarding the 

importance of MSMEs tu the country's development. lts 2004 Poverty Reduction Strategy 

reintOrced the inlportance of job creation along with its con1nutrnent to t\1SME development. 

Thi.s cornrnitment was translated into key policy initiatives sucb as the pnssage of the S!-.-11::: la\v 

I 4 I and the development of the Nmional SME Strategy. 

l'h<; 2004 SME l.a\Y \Vas the first l21w in the c.ountry's history Lo specifically target the MSMEs 

sector. It defin.:s (i) r11iero und sn1ul! enterprises, (ii} the role of the Soc la\ f>cveloprnent Fund, 

and (iii) foc1iities granted to SMEs 

ln a<luition tn the laws outlined in Box l, Egypt's Ministry of Finance (Mof) established an 

SME Development Unit in 2004 to develop "an appropriate fiscal policy environment that. 

enables SMEs to work and grow under the 11mbrdla of the formal sector". 

The MoF undertakes a Jual approach of short-term policy development an<l loni,;cr-tcrrn 

capacity building to support a policy development process conducive to MSMEs' development 

A key contribution to pohcy dev<lopment of SMEs was provided through the Small and 

Mediwn Enierprises Policy Development Project (SMEPOL), an initia1ive jointly implemented 
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b)' the MoF and the Canadian International Development Agency (ClDA) between 2004 and 

2008. r-\ significant Ol~lput or SMEPOL was the '"Enhancing Competitivenc::;~ for ~JvfF.s in 

Egypt ·General Framework and Action Plan" {2004). The objective of this policy framework 

v.'.as t.O identify, address and remove the main constraints SMEs face, obstacles that hinder their 

engagement within the formal sector. The Action Plan included a set of iasks related to 

improving the operation of financial services to ensure that they were better able to offer the 

necessary capital an<l services to SME. Examples of such tasks include setting principles for 

bank lending to SMEs, increasing the profitability of hanks' lending to SMEs and the privileges 

they receive., a1nending Law 95/1995 on leasing to provide incentives to leasing cornpanies; so 

that SMEs c.an be better served, streamlining n1ortgage procedures and reducing their steps by 

esto.b!ishing an assets registry for land and building:>. csl.H.blishing new credit guurantec 

con1panies and cnh("ln<..'.tng credit provi::Hon procedures through the establishn1ent of specialized 

inform3tion agencies_ Furtherrnorc, actions and refonns \Vere proposed for the impro\'en1ent of 

SME products' qunllty in order to 1neet \Vider government goals on export and inurketing 

capabilities, raising StviF contributions to (JDP, increasing foreign currency yie~ds and 

correcting the deficit in the trade b21!ance .. b..n independent ~valuation ofSMEPOL found that it 
~chieveU its primary objectives of pollcy development but also highlighted limitation-;, 

Lncluding policy influence being n1os1l:v achieved at the Mtnistena! level and not acios.s the 

govcrnn1ent. us weH as little change in the actual operation cnvironn1cnt fnr SMF..s 

Also at an institutioruJI level, the Central Bank of Egypt (CBE) has attempted to stimulate 

access to fin.a.nee by SMEs by waiving its 14 pe.rccnt reserve rcquirctnent on loans to SlvfEs, ln 

rtsvour of un nmount equal to the SlvfE lending of each. bank. 

l,1,4 Flnoncial Sector 

Banks in Egypt operate under t.h<.: ~upcrvision of the CBE and are regulated and :.;uperv1sed by 

the CBb's Law No. 83 ·Tue [lanking Sector and Money' (2003) There ic. no explicit legal 

requirernent to obtain perrnission to lend. However, only banks are permitted tu coltc<..:l savings 

and rnobilizt: Ji.;po::;:il:.-o Yiu deposit Bccounts as defined by La\v No. 88. ·rhe CBE regulates. banks 

Jnd r~gulates and licenses private sector credit bure3us act.~ording. tu Regulations of the Credit 
Bureau.~ nnd lntbr1nation and l.)ata Sharing Syste1ns_ In contrast, NGO-MFis ::i:re regulated by 

lhe l'vfinistry of Social Solidarity (MSS) 
Operating under the- auspices of the C'.BE since 1991, the F.gyptian Ranking Institute (EBf) is a 

non-profit orgaruz.ation that .._vorks to enhance the country's financial sector tt<..rough the 

provision of financial t~<lui.;;:1tion, rcscaf'ch and cntn:pre.neur~~ awareness. 

'fhe Egyptian Financial Services Authority (_EFS/\) '\'t'a::; t.:n.:atcd in 2009 unde1 the Law of 

Regulation ot' Non-Bank:mg Financial Markets and Instruments (the Single Rule Law) and 

regulates securities rnarkets and non-bank fi.no.ncio.l institutions. 'l'he EFSA is responsible for, 

and has the authority to issue rules to oversee the efficiency of the non-banking financiul sector, 

!1S "veil as to Hflply nece5sn.ry consu1ner protection rules to ensure transparency and limit market 
manipulation an<l fraud 

With regards to YC', the t::.gyptian regulatory ffa1nework starts with the issuance of the rnoncy 

n1w-ki.:t. hnv no_ 95 in thi:: year 1992, which organizes the a<··tlvity of companies \~iorking in the 

field. That legislation is cornplen1ente<l by the 1ninistcrial decree nti. 9.15 in 1996., which adds 

investment funds to the activity field of venture capital. 

Egypt does not currently have an institutional tnfrastructure that enables a sound ar~d efficient 

financi~J system, bllt efforts have been exerted to improve the intfastructure and inst1tut1ona1 
environment for efficient [ntermediation. -inese include irnproving and strengthening the h.'.g~t, 

rcgulalory and supervisory fi·a1ne\vork, in.tOnnation infrastructure, financial reporting, the 

payrnents system, and entry and existing policies The complexity flnd multiphclty of the legal 

fra.1nework hns resulted tn a slo\v o.nd c:umberso:nc loan recovery process that can <lrag. on for 

year.<;_ fn addition, and w~th irnportant relevance to credit inforn1ation~ Law No. 88 required all 
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bank.s, r cal ~:;;Late. finance con1pan1es, fin:u1ci2..! lease c-on1panies and inquiry and credit rating 
companies to preserve the secreTy of their c.lients' infurrnation anU tu disclose-to their clients the 
true and co1nplete interest rates n.nd service fees 

Majnr consua1nts to accessing finance u1 Egypt for MSf\1.C:s tnclude: 

• (~ornplexily uf hiws un :jCt;ur<.:d Lran.sJctior.s, the enf()rcen1ent of \Vhich are hn1e consunung 

(notification, attachment, and sale by public auctionj~ and the in.ability for private sale and sine! 

fOreclusw·e under the la\v; 

•A court systen1 (Civil and Commercial Courts) that suiTt;r~ from the lack ofs.pccialized court~ 

for financtal mstitut1ons and a lack of specialized judges with adequate knowledge of finaricial 

mttrkt:L risks; 

•Complex bankruptcy laws (more than200 Articles) that are multi-layered and timecunsuming; 

• TI1e inability of MSMEs to use land assets as collateral (to gain access to credit) due to 

difficulties in property rights registration I titling. 

The l)oing Business 2013 Rcporl of World Rank highlights the lack of sutlicient legal 

provisions for the rights of b0rro\.vers and lenders wirh regards to collateral and bankruptcy 

lav .. ·s_ ~!lie eonsequence Ls that. \vithout suftlcient legal guarantees fOr the recovery of their loans 

in case of default or insolvency, lenders are not empov.1ered to lend Potenti<-11 lenders f:1cc 

d1 fficulties when making !onn1ng dec1sions d.ue to lack of information about the 

credit\.vorth.iness of thr= borro\vl.:r (MSMF.s). and the result i~ 1nhihited credit granting. 

Insufficient credit information can be rooted in t\.vo issues: the 'shaHov.T'.ess' of th_e data 

(relating to ;L'S depth) and the very !ack of inform..1tion (relating to its coverage). 

2 PROBLEMS AND STRATEGIES 

Problem Analysis 

The private sector should be primarily suppurl<.:<l through Lhc dl!vclnpmcnl of irK:-]uqj ve rnarket"i 

by working in the areas of improving pohcy frameworks, developing value cha ens, improving 

access to aftOrdable goods and services, supporting entrepre-neurship development. ease the 

access to credit and stimulate the corpordte sociul rt:sponsibility. 

fn this connection l1 is crucial to address barners to inclusLve market development at 1n1cro, 

me so and macro levels. Such barrieis include, e.g. lack of appropriate policies, limited access tu 

finance and niarkets~ we~k value chain linkages, CJ.pacity constraints, huge presence ofinforrr1al 

:-;ci;tor 11nJ hH;k of inCra:-.:tn.H..:ture. Thus, variotL>;: inr.ervcntion.-.:. at different levels 1night be needed. 

An1ong the tnain hindrances lHn1t1ng the developn1ent of the Egyptian Sl\:1Es are the dtfficL:!t1es 

in cnmpctitivl~!y s1..;1..;uring lhc Jint:in~ial rcsourc~s needed to support the invcstrncnts, the lack of 

acc.ess ro inforrnation regarding technolo,bry "nd rn.arki;l$; th!! liit;k o[ appropriate level of 

operatioas rnanageme-nt and skilled manpo\y-er, and the lack oflnternational exposure_ 

Supporting emerging entrepreneur.ship and start-up l'.ntl:rpriscs ttnd rrnvlding thern vvith an 

environment conducive to grov.1h and inclusivity has become a priority. 

Given the contribution of th~ small and inedium scale sector for einµloyment generation and 

foreig;n exchange earnings~ many measures have been taken to stren.fu,rthen the smaH CJnd mc<lium 

uruts to face the challenges of the market. Competitiveness in terms of better quality and lower 
cost remains the only way for survival 

llence there is need to provide assistance to the SMEs and emerging entrepreneurs to improve 

their technology profile and cost competitiveness, ease their access to credit through intiatives 
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of financial inclusiv~ness a~ well as to focLL" on envlron1n(!ntal protection and adequate resource. 

n1anage1nent. 
1'heref0n.: the 1H.:Livities v.·1th the private sector should aim at inclusive market development. 

lnclusive markets are markets that extend choices and oppoituniLi~s to the poor (and other 

excluLh;J groups) as producers~ consu1ners and wage earners. Inclusive n1arke-ts thus create jobs 

and affordable goods and services needed and inclusive businesses arc those that profit.ably 

integrate lov.'-income proJuecrs and consu1ners into their husine~5 operations and value 

chains. In so domg, they make a positive contnbution to the deve!opment of the company as 

well a.< the local population. 

'fhe insufficient access to fi:1ance is stitl one f the main constrair.ts for Eyptlan St-..1Es -rh1..~ 

structure of finanl!ial .':\Ccior has significantly changed 'Qtler the revolution. ln particular the 

excess of liqutdity has been now absorbed by the public debt The Central Bank has in<crvcncd 

a number of times in order to ensure a sufficient supply of liquidity to the inter-bank market In 
addition, there is. an increasing gap in terms or foreign exchange and this 1nay turn to squeeze 

the lending activities ln favour of private sector. !-Iov.,ever, despite the macroeconomic pour 

performance. the hanking systein has not been destabilised even in front of the increase of the 

sovereign risk. 

The demand of pnvate sector has declined since the beginning of 20 I I as the economy s! owed 

down an<l ~s a conse.qucncc of the increased dcrnand of the public sector has increased_ 'fhe 

confidence fr1. banking sector remains good even though the ratio lo;-\n to deposit fell bclo\.v 

50':/"_ 1l1is gives on indication of the constraints fuced by the banking sector and the reduced 

opportunities to expand their k~-nding <--lctivilics to pri val~ sector 

Egypt stands at rJ.n.k 8.6th out of 189 economies, according to lFC {year 20 l 4). In 2013, the rank 

w"s 82 1.e there has bct.:n an irnprovcrncnl Dr th.~ gi::nt=ral conditions z.t"socinh~d to the lendtng 

and borro\-ving, while the overall ranking of the Country, as reported by Doing Business 2014, i1' 
in the position 128 (v,1hde the previou~ ye.ar, the rank '.'.1as standing at l.27, v.-ith a change in the 

r<1nl-- l;l1uul t.D-1 ) 

·rhe comparison \vith the regional aver:tge and the OECD countries average is shov.-'n in the 

following table 

Sumrr1ary of.scoring for tfie 

occe.u to credit indicar:ors irJ 

Fgypt 
Strength nf legal righti.: index {0-1()} 

Drtptlt of e:redlt In/ormatJon index (0-6) 

Pub Fie re~istry colr'ltrage (% of ad1Jh3} 

Private br.1re.au r,verage (" o/ Cld11fts} 

5ourCC': Ooinr; IJus!neSi, !FC 

EGYPT 

3 

6 

5.3 

19.6 

MIDDLE EAST ANO 

NORTH AFR•CA 

AVERGAE 

3 

' 
11.9 

28.4 

OECD HIGH INCOME 

AVERAGE 

7 

s 
42.9 

73.9 

('red.it to the private secto:- v.ra:. around 40-421Yo ofl.JDP in the first halfof2010. This level is 
b~lnv~1 the average of OECD countries (110~·~1) but it is in line with the perfnrrnnnce of n1any 

countries al the sarne .stagt: of developrnent. f-lo'-vcvcr, the deposits available are some 100% 

o/'(JDP bul are not transfOrn1ed into loans to the productive sectors. 'fhe loan-lo-deposit~rutio in 

2010, for insran-ve, was about 52°/o. At the sarne time, the percentage of credit lent to tht: private 

sector is declining over the years. While before the financial crisis (mid-2008) the loans ID 

private husiness \'Vere around 50o/o, aflervrards the ratio declined to so:ne 40-42~~ (year 2010.) 

During the sa1ne. period, loans to publii..: sector increas~d signifLcantly 

According to Worl<l Bank. observers, the increase in lending to the government tend:> lo reilect 

"banks inefficiency in identifying profitable projects and their cautious investment policies. The 

16 

L 



li;nding practice is conservative, the regulations are (.!Uite inconsistenl ::in<l this irr1pacts hcuv·lly 

on privat~ sector a pan frotn div~rt ing lhc banking systen1 capaciues to fund the public de fie.it. 
Annther reason LS that, historically, the governrnent funJ:s lhc budget deficit via dornest1c 

borrowing. Currently, sorne 80°/o of the goverrunent debt ts held of don1estic banks and this 

situation crowds out the private sector. 

Second, as regards to the dLstribution of private sector Joans. a closer look rcvt.~als that the: 

private sector is not only generally underserved, but that it also suffers from an extremely 

skewed loan distribution. Ac.cording to Central Rank figures (ex.eluding, louns belo\V E(_fp 

30,000, [JSD 5 360), 0.2% of lending clients tn Egypt represent half of total loan vaiue for 

commercial hank-s. Even ('lflcr including lnans hL~lo\V the reporting threshold at the Central 1::3.ank, 

average loan siz:e probably exceeds EGP l 50,000, \\!hlch translates into a de facto Jicholorny 

bet\Vt.:cn ih1; eorpora\l: .'>.ect.01 with large loons and SMEs suffering from credit rationing. Large 

corporate loans represent up to 70o/t1 of total lo.ans fiJr b2:lnks., 1.-vhieh I iniils diversification and 

raisl~S risks Sin11larly .. banks tend to lend rr.ore to traditional sectors. V>'here relations, col.lateral 

and repayment (.Ml.tern..") arc; , .. vell·1.~st.ahlished, which slows dov...'11 the shitting of resources to nev.' 

economic sectors ;:tnd rhe emergence of dyna;;iic: ~nterprises. 

The nIBin problt.ms identified \.Vith regard to loan appraisals, and credit polictes more gtnerally 

have to do 't\.rith staffing and tr3ining issues as \veH RS internal procedur~s <ind scr;.;ening rules 

R_c!aliuriship-bascd lending and poor inte.rnal standards, as well as !acktng credit risk evaluation 

skills and s.hortcon1ings in remuneration or incentives policies lead to the previously outltned 

!oan concentration and credit rationing for small business and households. 

fn sum, the Egyptian bunking systems uppeors to exhibit an almost systematic bias against 

financing the private sector and more p1'1rticularly nc\v and small bu~incsf)(!S. This anses ~n no 

small part from the fact that the budget deficit tends to be fimnccJ through Jomc~l.i~ hank.--., 

v.·hich ero\vds nut lendtng to the pnvate sector. 'l'he resulting credit rationing for most 

entre-proneurs and potential borrowers indit;'1t.Cs a RCDS Score no higher than 3. 

Iligh risk perception of l\.1SMEs is one reason behind such low financial intennediation in 

Jordan. ro rnitigate the-. risk associated v.:ith MSfvfEs lending., bank-; n.~ly primarlly on coll<:lteral~ 

based lending rather than cred1t\1.·orthiness, le:aving creditworthy sr..--11:s un_fina.nced. ~1ost loans 
require collateral, equal to abuul 23~,.;, rnort~ th;-in thi.; loan valu~~- Sinalicr enlerprises do not i1;:1ve 

suffic.1ent collaterals, and \1,'h~n they do, they at(' not registered, rnaking foreclosure d~fficult if 
not i1npussib!c, representing a stgnificant disincentiv·e \Vhen lending to r-.1Sl\1.l:!s. lncentivizing 

banks to lend on cash-flo\i,,· b'1scs rt'.lthcr lhan collatcr21l~b<J.scs, and to vent1.1.re into relatively 1nore 

mky tinanomg to MSMEs could be addressed by strengthening credit guarantee schemes 

The credit gu.."\rantee schernes in Egyplio.n an.: u11JcrJevclopcd_ Jn fact, Egyptian is lagging 

behind 1nany countries. 'l'he Credit Guarantee Co1npany contribution to Sh.1E lending is 

curn;nLly lov.· l\.1any countnes in the regton have used state-ovyned banks, and partial credit 

guarantee sclternes to increase lending to MSMEs, to lack.le the \vcakncssc~ of tht: financial 

infrastructure. Countries vtith larger credit guarantee schen1es have larger shares of loans to 

SMF.s ln tow.I Joan'i, and larger shares of Lnvest1nent lending to Sl\1Es. I [t is critical to 

strengthen the number and the size of credit guaranlt;c schemes in or<lcr to play a more 

i~trumental role in enhanclng access to financ.e. 

Enhancing access to finnnclal infornuuion to MSf\.1.Es and protecting their financial rights to 

avoid beir,g exploited are essential pillars in <imeliorating l\-1SMEs' aet.:ess to financ~; In order 

to ensure transparency and better informed derisions by MS1'-1Es, banks and finant.:ial 

interinedia.rles should provide them \\'1th timely and acc'J.fate information about fees, and 

effective cost ofbnrruv.'ing In1prnving !lov.: nrinforrnation is e~sential to foster cotnpetition in 

the sector 111 addition to decreasing the direct and indirect costs of borrowing for MSMEs (as 
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\Vell as consumers \\'ho acquire facitities for non-business purposes.) A key aspect of financial 

uiclLL~ion eutads protecttng con.su11iers and enhancing thi::it knowh:dgc about financial pro<luc:ts 

<:ind ~ervices. 

Your.g enterprises are five times more !ikely robe 'gazelles- and are estimaied to be 3.5 times 

n1ore likely to grow {1neasured by employ!nent) than other enterprises. Yet, Egypt has a very 

low business entry rate. Weak govern"nce, privileged lending., lack of a level playing field. C\nd 

une.qua! access to markers, contributed to limited economic opportun.ities and jobs, as -.vell as 

an underdeveloped Sf\.1E sector, hence, ensuring equnl accc.-;s to n1a1kets and restoring citi:r.cns' 

confidence and are prerequisites for generating equal opportunities and creating productive :obs. 

Selected Strategy 

A~ainst this background, the programme aims at supporting the creation of an enablmg 

environment, able to guarantee the. sustainable development .'.\nd private sector inclusive grov.-th 

addrcssi ng crcdiL rnarkt.:1 imperfections a.nd creating morl! f~vourable (.;Onditions for the 

competitiveness upgrade of Egyptian SME~. 

Tht: prngrcirnme \•»'ill support the private sector either in form of provision of training and 

technicD..! assistance lO tbe entrepreneUIS and their etnployees, either through the sen.sibilization 
!O\.\'J.rds a susta:n.i.!ble approach tri environmental piotcclion und ~flit.:l(:-nt and sustainable 

input/rav .. n1aLL:rial rnunagcrni;nl, >J.."astc rnana.g.cn1ent and recycling 

In order to ac t1ie\.e this, the assistance \\'ill also be extended to the Egyptian 1nstttutioIL'> 

1nvo! ved into r'he progranune, at the npex as well as at thi.: intcrrni..:diaic and local level_ ()n other 

han<l, also Lhc ass<..x:iat.ions of >!ntreprencurs and Business Development Service centres will be 
assisted. 

,rhe tools to J.chteve the goals \vii! be in the forin of oon-fi11~ociar services and fin~ncial 

services. Tiu: nun-finan<.:ial si:-I vicr.:s. will focus on ca pa.city budding and human rt!"sources 

de.velop1nent~ while the financial services \Vilt focus on stitnulating the cornpetitiveness of \ocal 

SMEs by easing ac;;ess to credit conditions (including the infonnal sector) anJ H.~chnology 
upgni.de. 

As far as the non-financial scITiccs are concerned, they will focus on (1~sistance 11ncJ 

dcvclopmenl uf hurruu1 resources. In pnrticular, a Prograrnme !\1anage.n1ent Unit \vithin the 

Ministry of Industry will be established in order to ensure the adequate level ond quality of 

operations and to involve in the cop.a.city hul!ding aclivtlics all the rnain F.gyptian and Italian 

stakeholders. \Yhili.:: the rnain porliun uf funds \\'in be utilized for the external ser-..'ices required 

(such as provision of training and scrv1('e. an.d innovation centres, sectoru! stud)e.s, l\\1111ning 

betwe:en the ltr.Ji.:in and Egyptian indu.;.;,triill c!uS"ti.;r~, 11s.sislaru.:c lu tht: crealion of guaranre.e funds 

und venturi.:. ~apiLal funds_, support lo eni'erpirse developrnent, business plan development, 

provislon of assistance to in.stituions .such as financial entities. chan1bers of corn1n~rcc aru.I 
category associatjons,) 

In addition, \Vlth reference to the 1.;ap(:l.cily buil<.Jing anci institutional development activities. a 
special u.llcntion v.rlll be devoted to the support ro the industrial clusters active in the Country 

\ .. 'hose development is considered a priority by the Uovernrnent. T11e support tu be provi<ll:<l wil ! 
have to forrn of trautlng tD be in1park:d Hnd support lo scrvicl'. ci.;ntn!.s. 

In particular, the furniture cluster nf Darnietta has been identified as a priorlty. ln Hus 

cormection it is \.VOrth mentiorung that the Italian Co-operation Office in the contcxl uf the 

Commodity Aid Programme, has already funded in 2014 the «c4uisition of equipment and 

machinery for a Professional Training Centre for furniture based in Damietta. The value of the 

Commodity Aid contract was Ew-o 300,000. 

The as~iste1nc.e may be extended to other clusters to be ide.ntified. 
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A fl.1r BB !he: financial services are concerned. the rnain got:LI con:1ists of tmproving the 

compe\1t1veness oflocal SMfa, in order to cnsUJe their sustamable and inclusive growth as well 

as a progressive graduation in tern1s of 'formalization• or Lhosc SMEs operating in the informal 

sector, with a special <illcntion to the resource management and environment~l proti.:ction In the 

light of the above. three inain are.as of intervention have been identified i.e. 

• rechnology upgrading and industritll rnodcrnization 

• .A.c.cess to credit wlth n particular focus on the probfern of collaterals required by the 

hanks in order to sar:ctton 3 loan and the inclusion into ih•: fnnntJI financial nKtrket of 
the nol-y..:t~bankahle but 1·irofitab!e companies 

• At'.ccss. to cn..:Jit frll the growtng start-up segment 

The three components are structilled into two brortd ci.reas: ·rec.hnology upgrading on oo.e side, 

and Cretlit Gu:!iraotee Schcntc and \ienture Capital Facility on the other 

·rhc Techuology upgrading con1ponent is addressing estab!isheJ entrepreneurs so as to enable 

them to take advantage or th~ opportunities ottered by the glob1llsation process and increase 

their local and internJtional con1petitiveness through C1cqui:sition of foreign technology and 

inv~strncnt. \l/hile giving .special attention to Italy as a source of conta<.'.ts_, cxpcrLisi.: and 

investment, activitles v.·i!l generally <iim at upcning the global nmrket to Egyptian Sf\1Es. 'fh~ 

Lcchnology upgrading will be coupled w~th intervention concerning the optin1ization of 

utilization or n:sources, environtnental protection and v1aste 1nanagement. 

'rhc .'lupport :o the creation of a c·r-edit Guarantee Scheme has the objc...:.livc to provide a new 

means to g1 OV.' :o those l:nlreprc::nt:w-s \Vho, in spite of having pocent1al fc•r f'lO\-vth Jnd sound 

ideas, might experience serious diffi_culiies in 1nohilising. the finauc1al resources to !mp!e1uen.t 
their projects and could theretOre b~ other,vise condemned t.o st.agnulc 01 fold their projects. 

"fhis area of uc:t.ivities addresses thereiOre entrepreneurs who are trying to consolidate and 

strengthen their operations, so as to grov.-· out of an infant industrial status or exit the 1nformal 

sector or structure themselves so as to entbark in a growth process 

The creation of Venture Capital Facllity investing in the developn1ent of the VCs active Lr, the 

inurket, has the objective. of e.xpandlng the capacity of 1hc above rncntinned VC.s and therefore 

increase their opero.tionnl leverage in tenns of start-ups assisied/funded. 

'l'hough the voiume of investments inobili;r.cJ through this flnanclal mechan1sn1 1s relauvely 

snmll 1n comparlson to other financial tools, the VC Funds <:ire ideal lo Larget the start-ups. 

Those cornpanies in fact, have usually [Ittle or no access to the banking system as they are 

considered too risky and PE/VC funds ore among the only investors willing to provide cash to 

medium sized companies to burn while they develop into profitability 

Creating a puhlic venture cnp1t<:il fund targeting innovative. initiarives is risky, costly, and time· 

consuming. Few professional~ \·Vith the right skills have the appetite to do lt llnfort"Jnately. a 

shortage of good fund managers s\ov.1s the rate at which the c.ntirc markct l'.:an develop 

Hov1cvr::c, the public sector can help to overcon1e. the barriers holding back the PENC~ market 

Instead of t:re<-'tlng a public venture capital fund the public sector may invest on the 

development l'fthe VCs active in the market, by expanding their capactty and leveraging on the 

expanded basis of SMEs funded. 

Wtth reference to the financial services rnentioncd above. il should be underlined thnt u 

particulhr c1nphasis Viili be given to the support to young and \V01nen entreprene--ltrs, an.d 

Egyptian rrulionals living abroad and will Ing to invest in their homecountry. 
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3 IMPLEMENTATION 

General and development objective 

The project aims to support th<:- Eb')'ptian Gnvernrncnt to develop the private sector tr.rough the 

suppoit to local SMEs. 

·rhe long-ter1n objective of the programme \vi!l be reached through c;nvironmcntally su".tuinahlc 

industrial develop1nent activities. the eased access to credit conditions, the inclusion of young 

and \\lfHTH;n cntrcprcnucrs urid the iru:llL"iinn into the fonnal financial and economic market of 

those SMEs currently operating in the informal sector but highly profitable anJ ready to enter 

the f'onna! one 

3.1 Spedfic Objective, Results, Activities 

Specific oo_jective, expected results and indicators as we.!l as pre.liminary identified activities are 

dcsctihi.::d he!ow. 

3.1.1 Specific objective 

The program specifii:: objective consist.'> of supporting the creation of an ennbl1ng environment, 

able to guarsntec the: sustain .. 'lble developrncnl an<l prlvutc sccltir inclusivl.: grov .. th anU in 

particular of SMEs. 

3.1.Z Expected results and indicators 

If rbe project ls success.fut, the principal 1.1utcumes i'or lhc prirnary largeL group Yvl!l be as 

follows: 

• !vfore S:\1Es t>.ave Jccess ot credit 

• /\.tore voung and V.'omen entrepreneurs have access to credit 

• !¥1ore companies enter the formal sector from ::he informal one 

• J\.lore companies technologically 11pgnide<l 

• More manager~ ~nd manpuv•cr have increased th~:ir skills and competence~ 

• l\t1orc co1npanies understand environrnental protection issue and adopt resource 

milization methodologies 

• l\.1orc companies arc Cunded 

• More startwups are funded 

• SMEs access new uiarkets and produce higher added value product5 

• Clusters of SMEs are organized and business lmkages among companies established 

3. 2 Activities 

3.2.1 Policy and Institutional Development 
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r-\s already stated the programme will focu~ on assistance and developn1ent of human resources 

In particular, a Progranune Manage1nent Untt (see paragraph 7 for its organit--tlion an activities) 

\.\ri(hin the fvflnistry of Industry \vi!l be csLab!ishcd in order to en~-;ure the adequate !evel and 
qlliility or operations and to involve in the capacity building activitir:s all the main F.gyptian und 

Italian sta.kcholders.~ ... .1,1hile the ma.tn portiLHl of funds v.1ill be utilized for the external services 

required. 

'f'he cornponent \Vould be a cornerstone of the proposed project, and \VoulU cover the fol!owing: 

i. Capacity bwlding/Business Development Services for Sl\1Fs 

a) Budding capacity of existing and potential business service providers (inclnding 

industry associations) and linancitil tnstitutions to serve the SME market more 

eftectlvely. 

b) FacilitHting networking bctv .. ..-~en SME business associations across Egypt and similar 

associations in other countries. 

c) ()rganize clusters of S~tEs in order to facilitate quality upgrading, access to ne\v 

markei:s, highe.r value addition activities 

d) r:acilita.ting net\VOrking ben.ve.en Egypti.1n and ltalitni indusrri~i.1 clusters 

c) Deve'.op1ng linkage prograins bet\\:-een iarge corporations and StvfEs. v.rorking :hroug.h 

lhc major Sl\.fE business associiitions 

f) Developing high {}Uality, affordable management training for local S~vfEs. 

g) E;:itrepreneurship training programs to support 11ew entreprene.tus 

h) ·rra1ning prog.ran1rnes on resource management a:1d energy efficiency 

i) Providing SMEs with bcLLcr acce" to technology, for example, through technology 

transfer agents/supporting dedicated institution .. <;; to facilitate dissemination of 

infOnnation on technology transfer and match-making 

2. Capacity Building for Credit Guarantee Fund 

a) SlL~tain development ofhu1r1an resources tOr Fund manage1nent 

b) Support pvlicy definition on issuance of guarantees 

c) Definition of lr-,agal aspecl') concerning arnnunt of th~ guarantee to be disbursed, 

percentage of coverage. modality of disbursement, ioss rl;covery etc.) 

d) Definition of supervisory goals and rr10Jcl 

e) Definition of the target group/sector/c.ompan1e.s and related eligible criteria 

t) Support dialogue with banks on Guarantee Fund llpcrations 

g) Promote institutional linkages bct\-Vf..~cn the Egyrtian (~rcdit Guarantee Fund and apex 

mutual credit guarantee funds in Italy 

h) Marketing tl1e mutual guarantee concept among the target communily of the small-sized 
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enterpl!ses, particularly at cluster level 

i) Foster dialogue ber\veen ba;iks and enterprises 

j) Identify and suggest me..1.sures to strengthen the k.:gai frami.;\-.1ork fo1 rhc 

enforcement/implementation of collateral and loan recovery, and improve the 

bankrupll.:y fruniework and it.~ enforcement to fucilitate the easy exit of s1na!I firms, 

given their relatively high mortality rate. 

3_ Support the c.~stablishrnent ofa Venture C'apit;-il F<tciiity 
a) ldentify the YCs to be tD\.'Ol ve:d into the prograrnrne 
b) M_onitoring 

c) ldentif~,r ar.d suggest measu:es to improve the performance of the facility 

d) fdent.ify and suggest n1easures to: cn~nte a supportive financial environment :hat can 

offer the full range of financial prod11cts Lo S~{Es_. inciuding bot.h L!quity financing 

(improving SME access to equity financing JS an important challenge in Egypt) and debt 

producLs. This would involve identlf;ing regulatory changes to revive public equity 

markets and facihtate M8: .4... activity, \Vhich is essential to stimulate: venture capital. 

3.2.Z -rechnology Lpgrading 

The Technology upgrading component activities are aimed at increasing international 

coinpetitiveness of Egyptian SM.Es, through iru1ovative teclu1ology and 1nvestn1ents_ 
[n this connection un ad hor.: credit \inc.: amounting: to a luo1l of Furn 36.5 mill inn, Lu he on-ll·,nt 

to eligible firms for investment projects, \Vi!! be rr1ade avai1ah1e 
·rhe funds 1.v1ll support enterpnses y,:i!Jing to acquire tn.novative technology and are financ1atly 

sound 

l'riurit} criteria 

• ...;e\'.10r:\ 

Employnicnt genennion 

Technology upgrading 

Technology innovation 

Clean production and pollution control 

·rhe i.::redit line Vili!l have a .sectoral focus i.e. furniture, textile, agro-food Lndustry, marble and 

granite, packaging. The credit line witl u?so have the1natic priorities, 1u:1inely: rene\.vable energy 

invc~tmcnL~, energy efficiency an<l "'liSIL; manag1:rncnt. In aJditlon, special conJition~ 1,.vill al:::;o 

be granted to the investments made by non-resident Egyptians. 

Gcncr:li nn--lr11d1ng T1•rn1' 

The funds \Vil! be on .. [ent by the fin..-:incial intermediaries to industrial and indUSU)'-·related firrr .. s. 

'rhe a1nount Jllocated to each financial intermediary rel:lects the den1.and tJ-0111 its clients and its 

pcrforrnan·~~ in ;nvcstrnenL lending in the p<1st Bank fund::; arc cx..pcch.:d to be cummillcd over a 

five years pe.riod_ 

Tbc en.::diL tine :-:hull lin<Jncc lhc purchast; ot'~quiprn1..:nt_, li.::chrHllOl::Y and rcl<:1td tcchnit:al training 

and technical :issistance, indusaia.1 !icen'3e and industric1! patents 
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Good Hnd ~t;r\.1cc:~ supplies through the credit lin.e shall be of Italian origin~ however, an amool 

to be defined by the lrnplerncntatlon P:-otocn! or cat..'.h supply cnntracr rnay be utilized to cover 

local costs and/or itnport of goods having a different origln 

On-lending interest rates will be significantly belo\v the don1estic market rates and \i,ti!l be 

significantly posilivc in real terms. The interest rate should not exceed a threshold to be 

calculated on the basis of the lnter~governn1ental Soft Loan Lcrrn<:< of repayrncnt~ (he exchange 

risk hascd on historical series and the lntermediary margin normally applied by the E.gyptian 

lJank (currently bet\veen 3 anti 4~'ri_, tll:i~(1rJing, to \Vorld Bank report 'F1oancial Development 

aud I11clu.~ive Gro'>vth ', 2014 }, to cover the loan managernent activities '1nd the con1rn~r1.:ia1 risk 

The criteri{'! ror c:d.!culatlon of interest rate and otl1er terrrts of repayment concerning the loans to 

SMEs will be detatled in the implementation proptocol tn be signed by both GovcrnrnenL,. The 

main objective is to ease tho access to technology through credit to SM.Es. As the banking 

system is not the fin..1l beneficiary of the progranune any ur~usrified additional gain should be 

avoided. 

'll1e foreigri exchange and inh.~rest rate risks v.-·LH be cu-.crcd direT'.1y hy the participating banks, 
again:;;t pay 1nent o~- prem1J by ~he firot borro\vers_ The rcpay·rne:i.1 lern1s of in-.:estn1>.:nt !oan~ \.\'i!l 

reflt>ct the econon1ic- life of !he sub-prujcl:h~ Lhcy 3hnuld it1c!udc a tI:iaxi1nu1n n1aturity as \Vell as 

a grace ix:riod 

l'he conditions of the credit tlne (sectors, eiigibility criteria, rnechani.~1n of funding, tern1s J.nd 

conditions aud in1plementat1on procedure) \YiH be determined by ~·he Steering (~omrnil.lcc and 

lndlcated in an ad hoc Irnp!crnentation Protocol betv.reen the t'h·o Parties. In addition) an apex 

bank \Vlll be identlfied in order to irnplen1cnt the uction 

·rh~ abo\-'e rnentioned apex bar .. k may involve other banks (participating banks) in order to 

increase [he SlvfEs basi~ Lo fl1.: s.crvcd as wel! a;; to pro1note the s.;heme in all the governorates of 

E~'Yp: . 

. \ t 1i-..:iiit-'\ 

A. I AnalyslS 

/\_ 1 l Revie\v existing and, vrhere necessary, carry out additional analysis of Egypt's 

recent industrial J~v1..:lopn1c:n\ and cnrnpetitiveness, v.."ith a vi.e\v to identJfy1.ng and 

portraying priority sectors for subsequent terhnologicat and business upgr!:iding unU 
1rrvestment pro1notton. 

1\.2 Information Dissenunat~on 

.A..2 1 Organize the partictpat1on of Egyptian entrepreneurs and concerned officials in. 
lnvestn1cnt pron1oti~)n tneeting..'i/fora <Jnd!or study tours in key foretgn target markets 

A .. 2.2 Orga.nize generul awdrt.::ncss creation a .. ':i well us sector-specific 1natchrnaking 

events (investor seminars) \VOrkshops and/or symposia) for one-on-one business 

Jiscu')sions betv.reen local and tbreign companies on specific investment opportunities. 

A.2.3 Organize cluster to cluster activities to prornotc bu."'iness linkages and kno\Y­

hO\V transter 
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A. 3 lnvi.;~trncnt and Technology Pro1notion 

td. l Maintain an up-to~date databank of Egypti"n enterprises interested in acqrnnng 

Lccll11ology and in expond1ng/divers1fy1ng their operations 

A.J.2 Maintain an up-to-date <lat('lblink of the rc:-i:ultlng project proposals and industrial 

opportunities froiri Egypt to be promoted among and distributed to foreign 

entrepreneurs 

I\.3.J ·rhrough i:1teraction v1ith private sector en1crpri::i:l:..."i {SMFs), a;~~1~1 in thl: 

forn1ulation, validt.itiorv'appratsa! and preparation for promotion of portfolios of 

industrial investment oppor'tunitil::C., propo~cd hy the Egyptian business co1nn1unitv and 

requiring technology, know-hov.', ac.cess to markets, C3pital and equipment 

1 :nn"'tt~:lil' ,,~l.Jt·r:i\ ;.·: 

To enh;.'\nc.e the performance of Egyptian ST'vfEs throui;h t:1c <lcqui:.;ition of innovative 
lcchnolngy, busines~ linkages_ 1narket access, i1u10vative skills and related technical training. 

Output l: 

Output 2: 

Local tndustrial SMEs upgraded m technological, managerial, innovation and 
rnarket aspects. 

fncreased a\ .. 'l'ireness on the p:1rt t\r foreign invc:~tors, t(~chnnlogy suppliers 

and/or buyers/t;ade agents of business condition:; and speci fie investment 

oppnrtun?ties in selected prior1ty sub--sectors. 

Number/frequency of sec.tor analyses undertaken 

Nun1ber ofSl'.1E c.Justers assisted 
Nurnbt:r ofbusinL~ss tk:v;,;!oping :->l'.fvice:i :)rnvided 

Number of Eyptian compani;~s registcrt:d i:t :he d~1labar1k 

Nun1ber of SM.Cs advised. 

Nun1her nf tutorial exchanges brokered betv:een fore1gn and Egyptian 

con-1panies. 
Number of projects identlfied. 
Nun1bcr of projects funded. 

N"un1ber of seminars.. 

3.2,3 Credii Guarantee Fund Capacity Building 

The credit guarantee :;che-n1e is an instrument to expand the access to credit of small and 
rncJiurn i.::nlt:rpnscs For SMEs, part~culariy new s1null firn1:> \'w'hich can otTer little collateral, the 

mechanisrn helps access to lov: cust credit thal i$ csst:ntial for their survival and grov...th 

reluctance ufrnost con1mercial banks to extend credit to the Stv1Es. 
The :nain r~ason:;; for the poor attitude of 'ounks can be sununnrised 111: l) the hardly valuable 

risks rch:itcd to the in.stabllity oC the SMF's busines:~ course. ii) the fi·equently infonnal 

management of the financLal reporting and iii) to the lack of adc:quat<.>: collate-ral, associated with 

transactional costs which can be high if con1µared to the loans' volurne. ,\bove all\ asymn1etric 

information and the poor collateralisation \°)f i.:reJit (liriiitcd assets, !iutill:d capitals) dclcrminc 

the banks' reluctance to lend to SME 

One of the inost typical reactions to the credit rationing is the creation of special entities ai1ned 

at extending and intet,.'Tating the collateral guar<Jnlccs offered by srnall and 1ncdiurn enterprises -
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~)nd hy green-field projects - to the credit institutions. Guarl:lnt~cs he.Ip buiiding linkages 

betv,1een srr.all 
1

'L1nb~inkablc" borro\l/CL" and fonnal financial institutions. Guarantee schemes 

seek to create additionality of lending, i.e. to induce bank.s to lend to clients \Vho otherv.'1.se 

1,vcnt!J not bt' ~lq~iblc rnr hank credit. 'l'he familiarisation of the bilnk with the clil!nl ~ht.iu!d 

eventually lead to the "grlduation" of the borrower 

Credit Guarantee Fund -Technical Assistilrice 

In this connection, the Central Bank of Egypt has sanctioned the creation of a Credit Guarantee 

Fund (the paid-in capital ts 5 l:lln EGP) dedicated to local SMEs in order to""'" their access to 

credit. As only a srnall po1Lion nfthe Egyptu1n ST\1Es is able to access the formal niarket (some 

38~'0 of the toa.l, Jccording to \Vorld Dank), the CBE h.'1s i::!.unchcd this ncv.: initiative in order to 

support a cr11c1al s~ctor ur the Egyptian economy. 

The progrn1nrne \vill provide technical assistance to the nc\v scheme, in p:::irilcu!ar un lhc. 

idcntific.<1tion '1nd Jevelopincnt of the adequate (by taking ;nto consideration the local rnarket 

conditions) model of guar::i.ntee scheme to be implemented ;;;:; \veil as in lhice tiiain thetnatic 

areas: 

• Legal aspects concerning tht: (;s!ahlishm;,.:nt nfrhc f'Und 

• Supervisory structure ~tnd operations 

• Ttt.rgct!cusLorncrs to be addressed 

The Credit Guarantee \VIH be destgned to ensure: {i) maximum simplicity '1n<l flexibility to 

achieve it~ objective lo kick.start financing to sr-..fEs by the banking sector, in the face of credit 

013.rket imperfCcttons~ (ii) that it complements and stn.:ngLh1.;n.'> existing facilitie:l and does not 

undercut then1 in any way; (iii) that all costs related to 1he htclli.ty art! oiI':i~l hy [ct; lncorn~ and 

Lnvestrnents ~nd that the ultirnate fiscal burden to Goverrunent of Egypt is minimized~ and (iv) 

that reporting requirements enable a regular monitoring of Lhc use of the credit cornt=ionent by 

banks so as to trac.k aspects such as the quantum of finance being cxtl;ndc<l lo Jifferent 

.sci.:tors.Jr~g.ions and al:.:;n nlap the size and profile of Sfl..1ts being financed by participatlng 

institutions. 

In parallel to the Rssistance proviJcd tn the central Credit Ciuarontee scheme created by the 

Central Hank, the 1nost suitable. form of gillrantee fund to bi.: 1rr1plcrrH:ntcd at loL:al !eve! \.11ill 
tt!so ht> idcnt.dicd 

·rhe intention ts that through implementation of the T.A. compon~n(, b<ink~ \.vou!U, over li1nc, he 

11ble to gradu.:.:Hc [O the e;redit guarantee fund. ·rhe objective of the Credit Guarantee Fund is to 

expand bank lending to SMEs while cn~uring lnw Non PerfiJrmlng Loans. 

It is also unportant that the criteria under \vhich loans are approved for guarantee., rhe ungolng 

monitoring rcquin.:mcnt~. lhc bu.qi~ on which il cio.Jm would be paid and the process for 

recovering impaired credits are clearly determined a priori In terms of the structuring nf the 

facility the guiding principles have been the need to avoid moral hazard (ie the risk that 

through providi.ng credit support the quality of lendmg actll.'.llly deteriorates) and >dverse 

selection {the risk that banks pass the risk tillough to the guarantee for poorer quality loans and 

keep the better loans tOr their ov.rn account). 
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in1nit•di;1!1· 1:l1,!ti.:ti• c: 

l~o facilitate collateral-free 1hlrd-party guaranteed loans by ~red1t tnstititiori.s to sn1atl and 

medium scale Industries as welt as the ind us ion or nun bankah!c but prnt!table cornpanies into 

the fvrrna.1 tinanc1al $ysten1 

()1~:1~w;~: 

.4. C:n.:LliI CTu.1rflntce Schen1e established and tUlly functional in Egypt, the functioning n[ such a 
scheme: with issuance of guarantees [or selt~cted i'1<ltL.:::tr1ul prDJects. 

A. I Analysts and preparation of operations guide.Jines 

A.1.1 Assessment of existing legal and institulionc;J fr{lmc~·ork and feasibility of the 
initiative 

/\..1.3 Prepar~tion of the guiJcliocs Cur t.ht:: operations of the Fund (including 

supervisory aspect, target prioritizadoo and guarantee products) 

A_ J _4 Sustl\in d~~vt:lopm>:.nt of hun1an resources tbr Fund 1!lfl.nagen1ent 
A. l _5 Support policy definition on issunnce of guarantees 

A l 6 Promote project risk assessment among banks 

/\ 2 Support to the establishment of a scheme 

/i....2.: s~pport dialogue with bank~: nn Guara.nt.('.(: Fund operation 

1\.2.2 Forge. pannership bet\veen the, CGF an.d ('lpcx Italian Guari;lntl.!e Fund:; 

l.\.2.3 J\..1arketlng the n1utua! guarantee concept among the target community of th!! 

sruall-sizt:d enterprises 

1\.2.4 foster dialogue between banks and enterprises 

Definition of legal framework 

Definition of operational guideline.s 

Number of staff trained 

Response of potential target. communities 

Kes.ponse of banks involved in Programme 

3.2.4 Venture L1pirnl fillrility (VCFi 

J\cce.ss to risk finance is Lrnportant Lo the devt::.!uprncnt of Sl\1Es, hul 1.:arly sLagc rinarH.::ing is 

o11en less ~ttractive to cor111nercial investors: for a nurnbcr of reasons for example, a bank 1nay 

be unwilling Lo provide finance to an Stv1E because of a lack of a track record, inadequate 

security 1 breach of a standard threshold li1uit, or a. L!rc<lit rating outsiLli; an ucccpL.ah\c range. Tn 

addition. as the size of investrnents falls, so the costs of administering investments become 

rdaLivcly more significant. There is therefore a potential fail we of the !Tulrket to provide for the 
financing needs of SMEs at an early staB~ 
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f)l:it'rii\ ,_.;, •1f f\;1iJ 

The objective of lhc Fund is to increase the atnount of equity based risk finance avai\3ble to 

growmg SMEs tn Egypt to enable them to realise their rull potential, while improving the 

business building skills or early stage companies and their support network. 

The Project will co1nn1it Euro 5 n1lllion to VCF (including arrangement & nornin:11 n1llnagc.rncnl 

fees). IIov.'ever, the structure of the VC~F rnuy foresee the possibility for other Donors and 

financial instituions (national and international) tu conlribut.c lo the fund in nrder to elarge the 

financial basi:-: and subsl:qucntly the size of operations. 

lt 1s anticipated that the SCF \Viii have rhe follo\ving o-UL(;orncs 

• [ncrease the 111nount of equity based risk finance availah!e to gJ0\•,1ing SMFs in Egypt to 

enable thc1n tll n.:lil1sc their ruil potential 

• En:::.urc Egypt-\vJ<lt: access for Sf\1Es to viable venture capital funding, making equity 

based investments in smaller amot1nrs 

• Demonstrate lo potential invest.ors that cc:nnrnercia! retwT!S co.n C•e made by funds 
investing 1n the SME -~equity gap" thus prornoting the privare sector venture cnpit:il 

industry 

• Increas~ 1hc supply or quality Fund Managers operating in the "equity gap" 

• .A.Hract nc\v investors into the nu1rket that have not previously invested Ln this sector of 

the venture capital market. 

Fll'.,!ihil!1_1. 

AH Industry scelnrs arc: eligible. 

{~eo~r11pllir:.i! r1ivrr,;~;.' 

i\ny venture capital company with its head office res.id~nt in Egypt or \vhlc:h conducls a rnnter·io.[ 

part uf its busint:S') in Egypt rnay apply for equity finance to YCF. 

\':'!it Ure\. ;1pit;\J ! <><.:iii!'. 111;1in L·atnr;_•--: 

In order to support earl)'--Stage venture firn1s, the '\'CF co-invi..::s1:s \V!th prival.c-sccror vtntui't 

r.:apital funJ:s sp~ciali.'\cd in early-stage In\•est1nents and SM.Es. 
1'he VCF is. a policy-oriented inv~strncnl fund cswhl ished hy the governrnent and co1Ytmerctally 

inanaged, v.·hose primary goal is to channel private-sec.tor cap~ta! into lhe cntrcprcni.:uri<'l.I 

finance rnarkct by :".;upporting the- de-velop1nent of private venture capital firn1s. 

There are three pron1111ent t'eatures oft he VCF: 

I. 'fhe VCF has no specific economic/monetary obj~c1ivcs other than their stated policy 

ohjci::tivcs. ·rne gnvernment wllt only ask for a n1inimurn return to cover the cost of capital. 

2. 'l'he VCF niust not directly invest in t:.ntreprl;ncurial li.rms, i c. public rund."> can only 

participate as LPs. 

3. The VCF co-invest \\ith private funds in comrncrcially viable ways, \\.'hich rneons they will 

CKJt subsidise private \/C firms in the form of grants, deductiors <lo\\'nsLUe protection anJ 30 on. 

The VCI~ operates \Vith private invt.'stors using 11 Fund <'f Funds structure (_FoF), where the 

Govern1nent provides pan of a pool of finance \\«ith other private investors. This public i:\nJ 

private finance is subs:~qucnliy allocated by a foF rnanager to a nun1ber of 1ndepende:1t V(' 

funds. 
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'l'he core pol1..;y objective of the VCF is to increase the supply u[ vt.:nlun.: 1.:apit.al finance to 

early-stage enlerpriscs suffered frnrn 1na1ket t3.ilure by using the !everaging effect of public 

funds. T'he primary investment focus of lhe i.:u-invcstt:d VC" funds i.-. Si;cd and start-up fi1 rns. 'rhe 

sources t)J' publi.c funds tnny 1ncl<Jde ded1..:ated grants to support VC firms and the \TC irdus[ry. 

as \Vell as individual. corporate or institutional curr1n\ilrncnts 

There are two major chann\.!ls lhrough \vhich the VCF invests in 1 Joint publlc-pnvate V('. fund. 

The first and the most frequently utilised co-investment mode is equity participation (as a FoF) 

These funds are typiL:al 'hybrld 1 vc; funds in nature, \Vhere the governn1ent particlpates as il 

special VC whilst the responsibility for daily operation and inve.st mcnt ul the fund arc 

undertaken exclusively by prnfes.s.ional investrnent managers ;,vho work on a purely commercial 

basis. 'The sources of inc.ome for the \'CF will bL:/is rresumet! In he sourced fron1 the cap1l'1l 

gains arising from successful investments. 'fhe public and private funds \vill share any profit 

(i.e. net capital gain) bascJ on pri..~at.J~t.ermincd cnntractuai terins 

The .;;c,~ond 1ntans of co-1nvestn1ent l.S a !oan guarantee (equivalent to the vc debentures). rn 

thls mode, the governm.cnt cunlributl::-; to the capital pool in the form of Joans and the return to 

the pL1b!ic exchequer is the interest tncome from the loan plus the eventual repllJ'ment of the 

loan 

G:nverrunent ft1nds participating JS loans \Ifill eft'ective!y creJ.te a leverage effect on ihe rctur:·1s 
of succcssCul privaLc invcstnr. Howl~Ver. !even:.ge 11ls0 111eun3 that poor fund performance \Vi!! 

also increa$e the total \os$e.s to priV(.lre investors 

Besides a selection preference on targeted sectors (i.e. high-tech and ne\v kno ... vledge-based) and 

investment sl.agcs {i c. 8cl'.J, start-up and early s.tagcs), other criteria 111ay apply \vhen VC F 

choose private YC funds in \Vhich to invest. Generally·, those criteria fall into lhc follo\ving 

categories: 

• Fund size: n11nin1un1 paid-Ln capital ( Euro 2 to 5 mill ion); 

• f\itanag;erne.nt teain: minimum size, investinent experience, track record, intemation2.! 

experience., etc., 

• Prior fund perfonr1ance: above indll'itry average or certnin threshold (for instance: :20% 

annual IRR); 

• J llVl:SlrTl{."nt hori/,(.Hl 0 r Lh~ fund: lo~ ls years 

ThC' '.eve! of publi;;' fund par:ic1p;:n1on vanes but generaliy the percentage of public finance 

shou!U not cx1.:ci.;d 30~{, oftutal runt.I raisc.J. 

In fact, v·Fc tTrust riot be !n a c.ontrol1ing position in the joint lnvestrncnt fund Th<:.: li~ 1Jr a co­

invcsted VC fund is norntally 5 to IU years, after \Vhich the pubhc fund \V1li seek to exit or 

liquldatc its- position u.soully through the su.li.:: of iL'i ho1Jir1gs or via share huy~back 

The distribution of profit be.t\\.'tjCfl public and private investors dcrx:nds on lfn: proport1nn of 

publtc funding and the form of public. participation. ,d. .. fter paying back. the. subscribed capital to 

both public and private investors, the govenm1ent \Vil! receive a return either in the forn1 of 

interest payn1ent if it particip..'ite.s as luan guaranlccs, or u sho.rc of lhc profit {pari passu) in case 

of equity participation. 

Occa>ionully, other lorms of profit distributronare used, such as 'share buy-back' optrons. 
As a prercyuis:ite for publlc pi;irticipation, a cnat(.;hing prlvatc L:ontribution mu:->L be 11\licle ln Lhc 

co-iCTvested fund and the ratio of private to public capital must be 3:2 or higher 

The operational fCatures of the Venture C.apit<-ll Facility will be. detailed aflcr lht: preliminary 

phase concerning the reasibllity of the initiatives and the fine tuning of the technical ~nd 
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operattonal aspects, to bt adapted to the local market c·.onditions i:1ntl Lhc existing regulatory 

framework 

ln;.n1i'1!i;-tf\· uhjti.:ti·•·:· 

To facilitate operations of venture capital companies investing in the tnitiatives of sn1all and 

n1edium scale companies 

;\pilot Vennrre C~apttJ! racility t:slabli'ihcd nnd fully function.al in Egypt, and the functioning of 

:-;tH . .:h il scheine. 

\,' '.0 

A. l 1\nalysis and preparatlon o!' operations guidelines 

.I\. l. l A:sscssn1cnt of existing legal and lnstitutional fr(lmt~woi-k and subsequent 

fe3sibility of the initi1:11ivc 
A 12 [dcntificutwn of the legal form of the Venture Capital Facility 

A. l.3 Prepare the guidelines for the operations of the Fund (including c!igihil1t.Y 

criteria, criteria for evaluation of the proposals, li1nits of the co1nm1tments. cash transfer 

tlnd refunds, pnncipal and profit sh~~ring, venture capital funds and Ctl-invesunent funds, 

tnvestment areas, UurC!tion of funds
7 

fixed costs, performance fee, supervision and 

auditing i::tc.) 

,--\. i..-1 Sustain <l~v1..~lnprnt:nt vfhu1nan resources for Fund management 

A__~· Suppnrt to the estabi ishn-ient of a pilot scheme 

..-\ 2. i Support the operation::; by invo! ving an international financial inst'itutil1n :t:::; Hn 

udv1sor 
~.\.2.2 El'.iLahlish partnershtp between the \ICf and ?.pl'.x fon.:ign V(: cotnpaiues 

:'\.2.3 Marketing an1ong the targcl L:nnununity of the \/enture Capital compP.nies 

/\ 2.4 Mz,,rketing among financial institutions and uther donors 

Definition of legal framework 

Definition of opcrationaJ guidelines 
R..esponse ofVC companies involved in Progranune 

Response of pote.ntial target communities 

.\;:11~~·,·('ll!<.:nr l1Hli\·;t1(!r: 

Esta bl ish1nent of n pilot sche.rne 

\.\iith reference to the above activities, it is \.Vorth nienttoning tha1 in case the pn..:llrrnnary 

asses.sn1ent of the legal and institctional framework indicates thut there are no or insufficient 

conditions to c:::tablish an etICctlve venture capital facOity or fund of funds in Egypt, the 

Steering Committee \.'lill re-11llocatc lhc funds ofth1s f1:tcility etther on the credit line comroncnl 

or nn lhe credit guarantee component: or the capacity cind insti~utional developn1ent. 
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4 BENEFICIARIES 

·1be project 'hill targel direct and indir"cct benefictnries The main Direct beneficiarH.::x of arc 

individual, groups and clusters of Egyptian Sl\.1Es, either di1·ectly through the technical 

assistance J.nd credit line either indirectly {i.e. through the expan:::ion of the credlt access 

cnpacity and the graduation of the SMEs "5sistcu through the programme) tr.rough the serviced 

offered by the L:rc<lit gilll.rantee fund <lnd the venture capital fi1cil!ty 

Vlith rGference to S~'iEs., a particular tOcus will be on young and v..:ornen entrepreneurs, as well 

a., the Egypttan mt1onals based abroad. ln parlicubr, those two categone~ will benefit of the 

C'3pacity building activitLes (in tenns o[ provision of training on rnanagernent, nper;)t1ons and 
resource n1anagement as well ~~s ~ascd ~cecss lo credit)_ In addition., \.Vith reference 10 rhe cn::dil 

line, more fa\ourahle repayrnent te.r:ns and conditions '-"'ill bt.: Jcsigncd for these categorit:s. 'J'he 

other direct ben<?Jicl~ri~~ or thl.'. prograniJTie \Vilt be the S!vf.C.s operating in the: inforrnal ~ector 

that. thanks to th~ support providtd b:'.:l the prugrarnrne \•.'lll be able to enter the formal sector and 

th.erefurl.'. the ror1nn! financtal 1n.::irk~t. \\'lth the possibility to graduntc ~heir activ1t1es and 

operations and i111proving the pe;rforrnanec. fn additton to Sl\t1bs, the n1ain direct beneficiaries of 

the prog;n1rnrnc \-vi!! be the \v·bote f1nanc1a! systt-rn and the olTicia.b. o!'~ach invD1ved 1nst1tut1ons 

Indirect beneftctaries wll! be 

The faniilies of the workers in the- companies directly targeted hy the project 

'"fhe private sector ~uppliers of technical assistance, training, nrnchines anJ eq11ipn1cnL 
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S LOGICAL FRAMEWORK 

·inc project aim~ to support the 

Egyptian Governn1ent to develop 
the private s..:cto1 through the 
so~1port to lcx:al Sh-lEs 

TI:ic. program specdic objective 

consists of supporting the 

creation of an e11ubling 
enviromncnt, ublc tu gu;..iranlee 

lht! su~tuinable dcvdopmeht and 

private sector inclusive growth 

and in particulnr ofStv1Es. 

• More Sr-..1Es have access ot cre<l:t 

Long tenn studies and 
impact analyses. 

• 7'.-fure yuung und womt.:n entre;;rt'.neurs i Pl'v1U repons 

have ac..:ess lo credit Ollicial Statistics 

• l¥1ore co1npanies t"nlt~r the tOrrnai '.'eclor 

ti-nm the informal one 

• More companies technolcgicully 
upgrndcd 

• tv!orc managers and 1nanpov.:er havt.' 

increased their skills and competences. 
• rvturc cornpantes understand 

environmental protection is!-iue nnJ 
adopt resource utiliza~ion 

merhodotogics 

• \.tore companies Eire funded 

• Ml1rc start-ups are 'fUnde<l 

• SMEs access new rnarkcts and produce 
higher added value prc.lduc~ 

• Clusters of SMEs ar~ organized and 
business linkagt"S :Jlnllng comp;ini~s 

cstablish~d 
-------·---~~--- ----

lns!itutional Policies 
frlr private sector and 
local ~conomu.: 
developmcn:. arc 

. operational _____ ___, 

lnstttut1'onal actors and 

financial systern 
nvai1ahle lo coll<.c1::orate 
anJ co operate to 

r.u.:::hiev~ project n.:sulls 

Slatlstics uv:::nlablc and 

updated. 
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Nun1ber oftraining fOr young 'u1d \Vomcn enlrcprcnu~rs 

Number of training for managers ofSf\.1Es (n1anage1ncnl. 

tnarketing., operations) 
Number oflraining 10r en1ployces (opcratlons) 

i Number of companies ace cs.sing the forn1al .')cctor fron-J 

i the informal one 

I Number of cotnpanit:s aJL)pting resoun.:c nptlm1z.atHm 

I prcxeJ ures 
Nurnbcr t)f companies adopting env1ronrr.enml protection 

tncusurcs 
Number of products with v;;Jlue atkled content pn.iJuceU 
and marketed by lhe st;::rve<l companies: l;l.nJ dusters 

Nu1nber of new markets accessed by served compan1e:: 

~nd clusters 

2 local Number/frequency of sector analyses undertaken 
Number o/'SME clusters assisted 

Nu1nbcr of business developi11g services provide<l 
Number ofEyptian cotnpani¢.~ registeH':J in th~ Uatabanl 

Nun1bl!r of SMEs advised 

: Nuinbcr of project~ identified 

_Nu1nber of projects funded 

Activity report 

PMU Reports 

Minut.:s ofmccl!ng 

. Institutional actors nnd furnncial svstern a\•ailab!e tn 

I 
collaborate and to coordinate for Project successful 

implemenmllon 

I 

lnstilulional aL:tocs nnd fin3:1cial systcrn available to 
collaburatc and la c0ordi11atc fOr project successful 

implcmcnti.:ltion 

R3 To facilitate I Legal fra1nc\VOrk ru1aiys1s 

collateral-free , O]Xrat1ons gu1dclmes 

-~~~~--~-~~-----········-··---~-- ··-·--+ - -----1--.----.-----·· -- ..... , . . 
i:..xpcr.l reports . II lnstlltH1onal acrcr:i ;:ind tl11anc1al systen1 ava1lahlc to 

third-party ':lumber ofst.afftraincd 
guaranteed Pilot Programme established 

loans by credit Resp-0nse of banks involved in Programn1e 

institutions to I R.csponsc of potential tt1rgct SMEs 
SMEs. :\umber ofSh1Es advised. 

1 ~uinber of projects identified. 

Pf\.-1U reports and collaborate and t1 coordinate for project successful 

:3nU SMEs) (~ondu~ive !egi'l framev,:ork 
questionnaires (to the banks I jmplementation 

I 
' ___________ J .. 0_uinh::r ofprt?.i~-~~ fUnde<l ___ .. ____ _ __ ,, __ ------.. - __ 1 ____ _ ~--·---·----------~ 
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R4 To facilitate i Legal fra;ne·:;::O·::-k;;-{~Iy;I;··-'- ···--------­
operations of Operation guidelines prepared 
venture capital Establishn1en1 ofa pilot s.cherne 

-·..,---~-

-----+----------------------------
Expen.. reports 

PJ\.1U reports and 

companies . Response ofVC compi:ln1c-s involved in Programmr: 

Investing in the I Response ~f potential targ:r SMEs 

questionnaires (to the VC 

anU Sf.,1Es} 

Initiatives of I Number O~ pHJJect.s 1dentdte<l 
Number 0"'1)rojc(.'.tS funded 

SMEs. ' · 

'. nstitutional <ictors and finanC·iarSyst~-~a\:~~Tab1c to---·· .. ·····1· 
collaborate and to (:OOrdinate for project succe~sful 

1n1pkr11entation 

Conducive legal framc\vork ! 
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Activities 

Description - Techcnical 

and Cr~lt'Line 

Assistance [Means 

A. l. l Revie>.,. ex: sting an<l, \'>here 

necessary, carry out additiQnal analyses of 

Egypt's recent industrial development and 
comp~titiveness, \Vith a vie\V to 

identif~:ing and portraying priority sei;,.1.o:s 
and clusters for subsequent tecbn(i!ogical 

anJ busin~ss upgrading and invt::stment 

promotion. 

Human Resources: 

PMC per.;onnel 
C'onsultants/eJCperts 
Personnel at tvfl T 

Physical Means 

Project car 
P\.1U Office 1n Cairu 

~a,;;1-;·· 

See detailed budget 
; 

f-- ···----·· Office lum11uro/Crnnputers. Mobile 
A.2.1 Organize tht: participation of phones, fax, internet 

Egyptian enterprises 3nd concerned Visibility nu1tcrial 

oJlicJals in investrneut promotitln, i 
business, market scoping 1neeting.~ltOra 

and1or study tour.; in key foreign target 

1nark.cts I 

A.2.2 Organize general av .. arencss I 
creation as \•.:ell as sector-spec.ific I 
111a1r.hinaking event:) (inves:or scininars, 
workshops a.'1d/or syn1posia) for one-on~ I 
one business discussions between local 
and foreig,n compa.'1ie::; on spocific 

invesunent opponlL'litLes 

----------··-··--··-

A.2 3 Organize cluster development 

< r.1ctivities and cluster-to-.cluster initiative~ 

v1ith Imlian clusters to promote business 

linkages and know-t~?~_!E~-l~~-~~.'.. ..... ----.-------~ 1 

Assumptions 

(lffiCia\ non1inution o{ cxprfts and slaff \Vtll~~fl-lin1e-Jine. 

Logistic opcn1.tional 

Report format cohcrt:nt v;ith the formulation r~pon. 

Persu1Jnd of Pi\-1U n1ot1v<1ted to !earn and to update their knowl~Jge. 
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A-3 l M;;1inta1n an up·to·datc dalabank of 

Egyptian cntcrpriSi.'5 intcrcstc<l in 

acqui;·ing technology and ii~ i 
exrsnd1ngidive.r.:;1f~,ing thci[ upcracions. 

,-~:-·;-;--:~~~1 ;~~;~~~;--,~-,~~ip- to-date <latabank of ! 
, - - I 

, '.hS r_~s~!ting pr?J_ect , pro~?sals and f 

1n--ust11a; oppc)n:unl!tes trnrn r,gypt to be 
1

. 

~ro:"TI~1.t~ a~~-ong and distnbuted to foreign~ 
I ,..nL e1,, er,e11, ::,.. 

'--··" --- ---·-.· ......... --.-----

A.3.3 Through interuclion with pnvate I 
set.:tor eni.crprise.s (Srv1Es), as.sist in the i 
formuiath:•n, validation/appraisal and: 
prepara_ti_on ll:'.r promotion of poniOlios_ of I 
tndustna; 1nvestnlenl opportun1t1t!->, I 

1 
prnposed by rhe Egyptian business 
cornnHinny and requiring technology, 

I knew-how, access to markels, capirnl and 
: equ1pn;e1n. I 

Pre conditions: F1nandcil convention signed, social arid po!itic:ai stab!!ity. 

...... ····· ........... ···-· ................. ·-············--B·-·--··· ....... . 
·--~~~-C:T.~P-~_i5>_f.! ... ~ .. -~~~-~--i-~§':l~-~!~t-~-~---~-~-~-~- Me~~! ____________________ _ 
• .\. J l .Assessme1t of existing legal and Hunlan Res:ourc:~:.:: 

institutional franlC\lr'Ork I PIY1U personnel 
' Personnel at h11T 

-----------~~--___, Consulmni.s/expens 
Al 2 Prepare the guide:1ncs for the I 

: opcralion.~ of the Fund Physical !\leans 

i /\ l .3 Sustain dcvelopmer1t of human Project car 

! resvurct:s fur FunJ rnanagt1ne:nt Pty1U l)ff!cl! in Cn:ro 

·1· .................... ·······-···--1--···· ... ····· ·······--·-·---. .-. -. -. ---····-···.·-.... . 
Costs Assumptions 

I See detailed budget I Offociai nnmination of experts a'1.fsiafi',;;;[hin timeline."-···· ... · · 

l I Log1stic operational 

I I Report fvnnoc cnhereot with the fonnulation .eµort 

I I l'ersonnd <ifl''•1t. ml!iiYateu to karn anu to upJate their knowledge. 

i 
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A 1.4 Support policy definition on I Office furniture/Coinputers, 

issuance of guarantc:cs i t\1.obilc phones, fax, intern.et 

~ Proniote project risk I Visibility matcntil 

nssc.'3s1nent arnong ban.ks I 

,<\.2. I Sl1pport dialogue with bDnks on 
Guarantee Fund operation 

1---c------------.--·-·- ....... .. 
A.2.2 Forge partnership bet\veen the 

CGF and apex foreign Guarantee Funds 

A_2.3 Marketing the mutual guarani:~; 
among the target community of the 
small-sized enterprises 

A.2.4 Foster dialogu(: beh .. ·een 

banks and enterprises 

I 

Pcrsonnc:l of banks 1.nolivntcd to coopcn:ne 

/Description -,,)1,enture Capital Faclllty I Means I Costs --····--···[,.:.-;-;;mptio~·5··-·······-------------·· ...... 
A. J. 1 Asse.ssn1ent of existing legal and 1 liuu1an Rc5ourccs; I Sec detailed budget I Official nominal ion or experts and Stit'fl\i.,ithin !imelint: 
1nstitut1onal framework P:YilJ personnel 

}-------------------........ - ........... . 

A ! .2 Identification of the legal form of 
the V enturc Capital Fuc1lity 

Consulumt.$/c:xper1s 

Personnel at MIT 
Personnel at ltalian C'oopcn1tion 

Olli cc 

Logistic c1peratianal 

Rep(irt formal coherent with tl~e lOrmulat1on repor:-.. 

A .. l.3 Prepare the guidelines for the 

operauons of the Fund (including 
eligibility criteria, criteria for 

Personnel of Plv1 U molivatc-d to learn and 10 updat~ their knowledge .. 

evaluation of the proposals, liini~ 

comn1itments, cash transfer and refunds, 

and profit sh2ring. ventur~ capital fi.i:-1ds 

investment :fin1ds. investm~nt areas, 

duration of funds, fixed costs. 
perforn1ance fee, supervision and auditing 

_,, ______________ ., ... ,..-.... 

Physical i\1eans 

Project car 
f'\1U Offic.: in Cairo 

Offi\:e fr1.rn11urc/C01nputcrs. 

J\1obile phones. fax, Jntcrnet 
Vi5ibility Htatcriu! 

Personnel ofVC' cornpacucs n1ot1vatt."CI to cooperate 
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i·.· A .. I . s.·ust~in ~-eve!opn1cri1 .... ' .. '.f····hu .. m. '.~"' i resources tor rund ntana12.emcnt i ,. 

~2·~·1··5~-pport the operatiofiS i~);·-~ 

· in.vol ving an 1nternat1onai rinJ!l<.'.1:il i 

institution as an ! 
advisor 

) A.2.2 E:itab!ish -p~~ct";;ersh!"P be1\vcen the 

, VCF un<l api::x f<1reign VC .::on1panics 

>-~~~~ ----·- -- --------------· 
'A-2.3 Marketing among die target 

) con1n1unity of the Venture Cil.piw.I 

I compantes 
L___ _______________ _ 

; 

I 
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6 LOCATION AND DURATION 

Location 

The Projci..:t Managcincnt lfnit \.vii! be based in Cairo The priority nrens/govcrnorates will he 

detailed in the Overall and Annual Work Plans. 

Duration 

'l11e project vvilt have a duratton of S years. A tentative tin1eiine has been envisaged taking into 
con~ldcr<1tion the peculiarity of the cornporu.:nts 2 anJ 3 of the project. Since tho;\e t\vn 

components envisage a higher degre.e of innovation respect to the c-redit line/business anJ 

technology upgiading cnrnpnnent .. it is estin1nted a longer perioJ to becor_ne. operational. [n 

Piddition, siru;e the prelirn:1nry phase \}f Lhc cornponcnls 2 and 3 envisages the asscss1ncnl of 

current situation (legal, in:;titutional) ilnd the feasibility of the lnitiatlve.s, it n1ay turn out that in 

case of negative response, the rt:suun.::cs. allocated for thnst t.1vo cnrnponents will he 1' e-allocated 

as additional funds to the credit line 

Exact duration ofvariou'i G.cttvtties \viii be s1.x:cificd in the: Clvernlt and :\nnual Work Plans. 
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:SUpportJo the-estab/i$hment 

of the stheme 

Vent.irec upit•I fadlltv 

Ana_lySJs· . 

-_SJPPOrt tci~th~- ~:Stibli~h~-e-;t . 
Qfthi scheme 
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7 MANAGEMENT AND ORGANIZATION 

Follo\\1ng the signatLrre of the bilateral inter-governamental Agreement, the following phases 

arc envisaged-

Signature nfthe financial convention 

2. Entry into force of the above cited agreement by firn installment accreditation; 

3. Uesignatlon of the PMU and of Steering Committee members; 

4 Inception Pha;;;c, 

5. Operational overall and annual work plans preparation 3nd its approval by SC'; 

Funds accreditation modalities will be described in the Pinanciai (~onvention. 

·rhe efficient implen1entation of the Project \Vtll be guaranteed by a n1ulti·level organisational 

structure_ The first level is strategic and aiins at coordinating the activities, monitoring 1hc 

pr0ject's prog;ress ~nd its impact on the effectiveness of the Deneficiary's activities. The se.<:ond 

level 1s operanona!. overseeing al! ac.tivities of the Project. 

Slratcgic J1.;cisiun.s will b..:: rnade by the Projrct Steering Committee tP'SC), \Vhich consists of 

tlie Egyptian Representatives of Ministry of Trade, Industry and Small and Medium Enterpnses, 

and Ministry of International Co-operation and lhtir Italian CounLc:rparls i c. tht: n.:p•·cscnlalives 

of the Ministry of Foreign Affairs and International Co-operation and the local Emabssy!UTL 

(Development Co-operation ()!Tice.) It \\Oil mom tor the progress otthe Proiect and achievement 

of rnandatory rcsu!t.s, Jiscuss actions: tu be undertaken and approve (l_uarlcrly R.cports. The SC 

will be called t\\'ice a year, or whenever necessary. SC members ""rill be able to invite ad hoc 

part1c1pants. To the SC will be odm1tted to participate - v.1th no votmg right - ucoording to 

specific con\pe!ences and dtrect 01 indirect 11nplication/lnvoive1nent in th~ projcGI 

imp!einentation., also representative of Egyptian/Italian institutions 

The programme will start after the approval by the Steermg Committee of the Overall WorkPlan 

prepared by the Ministry of Industry, Trude a.nd Sr-.1F.s In the occaslon fo the flr.st Sti.;cring 

Committr:c., !he (Jy~n!.ll Plan v..ill be approv<?.d and subsequently the first tranche of the soft loan 

wrll be transferred to the designated apex bank. 

.1'. Project tvlanagement Unit v-i•tll be set-up, under the responsibiii:y of !\1inistry of ind.c.:>try, 

l'rade and SMF.3. 111 order to t:nsurc the efficient i1npl!;Int.:ntation of the Project .and an optima! 

coordination of the operational-'administrative task.s. 

8. l Steering committee 

In order to ensure a necessary respon.sibdny and coherence of approach and control in 

opcni.tions and strategies, the project foresees the constitution. of l:i Sti.:ccring Con1mittee 
con1poscJ c.s fnllows· 

l representative of Italian Embassy I UTL; 

1 representative of Italian MAECl-UCGS 

l representative of Egyptian M!T-SMEs; 

l rcprcs(;nt~nivc of MIC 

The steering comn1lttce wil! cover the role- of ensw-ing pro_iect control and coherent approach 

ain1jnjg in par11cular to: 
Supervision of lhl~ prngrcxs of :he project i:ind lhc currt;cl dcployt.'!n1ent of the activities 

:l.Ccordlng to its objectives and results; 

Evaluation and approval of the Opernuonal overall work Plan prepared by MITStv!Es 

Evalut.ion and a.pprova! of annual \Vnrk Phul.'> as ''-'ell as of inlcrn1edicite :-tnd final technical 

and fin.:.1ncial project rcpons pre.pared by PMlf; 
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Approve budget re-allocations, 

'fhe SC \.Vill be called :-.. vice a year, or 'A1henever nec.essar,.'. SC members v.'i! i be able to invite ad 

hoc participants 1\) the S(~ will he adrnitted to pun1c1pate -\.vith no voting right - n.ccordtng to 

specific compe:ences. and direcr or indirect implication/involvement in the project 

in1plernent.at1on, also representative of Egyptian/ltul1nn instnut101ts 

Each decision lakcn by Lhe Slccring Cnrnrnitk:c will he tnf'orcc.J throug.h !in cxchnngc ofnotl'.:\ 

8.2 Project Management Unit 

The tvfinistry of Industry, Trade anJ SME~ will b~ supported by th~ Project Man~gtn1cnt l.Jnit 

V1.1hich \.viH h3ve the task to coordinate ail activities of capacity and institutional development, 

t:ind the jcchnical assi.stancc:, as v.1e!l as to act as a technical secretariat for the Steering 

Committee 

l~he P!v1U v.1ill rn;-ikc avC1ilable th~. hurnan n::sourccs anU phy:::;lcal rncans lo carry UuL ~in.~cct 

activities (office ib.cilitles, car, etc.) and \\'ill be responsible for the ex~cution of the technical 
support servlc1.::s, ir·i..:luding. aJrnlrnstn·itivi: <.H.:livil!{.:"::i rcn lcadl.'.ring anJ \"-1lll rnanagL :he rc:!atcd 

funds according \o tts rules and re.g~tlahons_ 

fn parlicull:tr, Lhc P'\11-J will hi:ivt:: the following lilsks nnd rcsponsibiiitic:>:. 

· Preparauon of the Annual Work plans for each component of the programme: 

- Preparation of annual techn1cJ.l and ftnanc1al reports~ 

- Ful!o\Y up or pre: Ii rni nary surv1.:y, i rnplcrncnlaLion, rnnnilnring, cval uation phnscs 

- Establish and cnaintain synergic contacts with all involved stakehol<lersfexpens and ensuring 

their involvetnent a.nd coordiuatlon~ 
- D~ploy all .fie!:J ru.:tivitics <ind cn~urc technical and fin(lncial supporlicunlrui/supcrvi.<:>iun to <111 

project activities 

- Proposing to SC necessary n1odlfication to the project both at tech.r1lcal and financial level 

'1ovhcrc<1s ne.ccssary aruJ justified~ 
- Provide support and prepare logistic for short term experts in Egypt 

- Prepare nec:-essary ad1.ninistrati ve support tor Egyptlun civil servants trave!ling to Italy for 

Study tfraininJ: purpose~ \vithin project activitic:-:; 

- follow up training and tendering activities; 

- Ful!ov.' up 1~0nLracLurs 

- ()rganizing v1sibillty ~vents and marK3.ging rel3ted logistic 

fn this contexL the PMU v.•ill present to the SC a six-1nonths technicDl and financial report that 

mll 111c!ude the statement of the pro.1ect account (in/out). 

Thi.:: technical reporr .should: 

• Work out in dclnil the activities carried out and the results achieved 

• \Vork out in detail all 1nod1ficatlons agreed \vith the beneficiary institutions 

• Review d[fficulties met du.ring the in1plementation of the project and measures that v.·ere 

undert.ak~n .for their removal 

• Provide all findings obtained in the rnean\.vhile and prelltninary conclusions 

At the end of the project's activilles, the PMU shall submit a Final Report contaming the 

following 

• Curnplcte reviev.1 of'aH al·livitie.s c-~rricd oul during tht.~ irnplcmt·nt.atinn of the projccl_ 
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• Achieved progress concerning each activity 

• Su1ntnary nfaU project results 

• Estimation of the project i1npact co1npared with the projet~t ai1n,, and rneasures of the 
achieved progress 

• [denlific;1tion of all import3nt problems met dtuing the in1plementation of the activities 
and solutions that have been applied, 

• Lessons drawn from the project, and 

• Re~omrnendations for furthe-r steps in future projects 

The PM(_I will b.: hasl:d in Cii!fO at l\..1inistry of Industry premises An lnte:rnational Agency (to 

be indentified) could be in charge oftbe operations associated with the P~1lJ. 

7.1.1 ProjectTeam 

The Project Management Unit (PMU) will be coordinated by the national Project coordinator 
(Lgyptian side) and supported by ar. [talian Expert. 

In pe.rt1cu!ar, the PMU will be tentatively composed by: 

• 1 national coordinator, whon1 vri!l be responsible of the project 1no.nagcmcnt, start up 

and tnaintain contacts with the technical l~am and liaise with ~imilar interventions in the 

same ge.ographical are.a. Ile/she will ha'..'e more than I 0 years experience in pro_1ect 
management: 

• l lta~ian expert, selected on 1.he has1s a public c~.dl, whorn will support the nati.oml 

c:onrdinator i;i all Lhe n1ctn;-i.gcrial 11clivll1c::; and \Ifill act as a haison officer \Vith the 

ltili"n institutional cotU1terparts and \vill ensure an effective 2nd efiiclent relauonship 

\.i.'ith the ltaliJn <!nd international private sector counterpafts (crcdiL iinc) anJ expt.;;-ts to 

be involved in the 0Jvisoryltre.1ningacliv1tics:. 

• l nalional techni;.·al team composed by 2 experts \Vith different specialization and 
selected among the c-entral staff in C~ai.ro, who wi!! be responsible of the 1cchnie<:ll 

aspect.;,; and follov.' up related to all pr(~icct activities. 

• One fin<-1n~ial o[(ir;er 

• One procurement and administr£1tive officer for tender and contractu..'ll activities 

• ()ne secretary 

• One driver 

• One security officer 

Ouring the m:ept1on phase a de1.ailed opernt10!15 plan will be peparcd and ii will include the 
criteria concerning Lhc personnel selection 

Furthermore, short term experts wiU be selected and hrred by Ph1lJ according tn iL<;; rules and 

regulation~ Such cxperls shall be mobilized in Et-'YPl to deliver 
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• advisory services to the SMEs (business plan, technology needs assessment, energy 

efftctency etc.} as well as severed type nftraining activities 

• advisory serv1ces and training courses to the staff of the credit guartintc:c schcrnc 

• .A.dv1.sory services concerning the c:<;tablishnicnt 1)f a venture capital fucilily or fund of 

funds. 

The establishment c)fthe PMU should be considered as an investment on policy and instituttanol 

develop1nent of the progrant tt \\'ould be a cornerstone of the proposed project~ b'2:a1.~u~~ or its 

compli;:x.ity the establishment, support and efficiency of Pf\.1U are crucial to reach the targets of 

the programn1e. 'l'his \Vould turn out to be an investn1ent in kno\vledge and capacity building, 

due lo the peculiority of the con1ponenli:,, of the prograrnrne 

[n partic.utar, the activities to be carried out v...·ould improve the knov:ledge 1n the follo\vlng 

thematic areas: 

l'°:apacity buildln::VBusincss Dev~lopment Services for SME.s· 

2. Capal~1ty Dui!ding tor Credit Guarar.tee Fund 

3 (';:i_pacny building in establishing and operating of a \'cnturc Capit<:d FunJ Support Facility 

4. Capaciry buildrng in the ool1cy/legal framework and enforce::nent/r:npleme~tatron issues 

In this respect, the kno\.vledge gained tlu"ough the progranune, especially 1n the case of the tv.1n 
more 'experirnental' cotuponents of it, W'f)Wd turn out to be the ba-:;i:• fnr fulurc activlllcs for the 

dcvLcloprncnl of the Et:,Y)'ptian private sector. 

8 SUSTAINABILITY 

a. Institutional sustainability 

·rhe tnstitut1ona! sustainability is en.sured by the involven1ent of the ~{JT Lhrough thG PMIJ 
hascJ in tis pn.:mis.cs Furth(;!;rmore. in rhr. fr:1me of the project, in{e:-action.s and synergies v..·iH be 

developed involving also loc:ai authont1es (governorates) in order to n1ake then1 aware then) 

about the action. ·rhe project is a!Sf) coherent v.·ith tiatiooal . .;;tratcg.ics i:ind either initiatives 

promutt':d by international donors in the same area. 

Reforms in the area of SME financing currently under \VllY have begun to create a n1ore 

enabling environn1ent for Sf\..fE acccs.~ to finance, and lhc measures implemented so f.ar are 

unlikely to be reversed. The project would support these policy-based reforms, and the capacity 

building or part1cipo.ting banks and SMEs, to en.sure susta~nab1e 1rnprove1nents in SivfE flCCl':SS to 

finance Fuirhcrmorc_, it :::;hnuld help JemonsLntle lo the banking s.ecror as a \Vhole. that it is 

,possible to expand SME financing while improving the quality of loans (reducing NPLs). 

'l'he proJect \VOuld also support the pnvute sector in;:;lusive development, the o.!nvironmL:nti:1l 

protection, thl! eompetitivcncs~ or SMEs Lhrough tr<iining and technology and innovation 

upg;rnde as well as through the implementation of resource efficiency methodologies and 

environmental impact mititigation measures. 

b. Technology 

Nowdays proposed tci.::hno!ogy f'o-r inJustria\ n1odcrni-..-.alion is hug<.:, quite complex ond weH 

diversified. The proposed technologies will be fittrng to users, compatible v.1th tbe productive 

e.nviro11menl and wi!! put in conditions aH beneficiaries to valonze their kno,vlc<lge 

backgrounds and actual capacities_ Finally, proviUcd technology shall respect clear origin. 
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9 MONITORING AND EVALUATION 

9.1 Monitoring 

A conlinous 1nunitnring ,..,·ill he ensured in order to collect and diffuse the good practices 

developed. The above cited monitoring will be operated at two main levels: 

A) The J\.1inistry of Industry, Trade Clnd S'tv1Es: lhruug,h the PMl_i, a.ccnnJing cornrnon!y a_cccptcd 

mon1tonng procedures and through field vi.sits, consultation 1,vith international auditors, 

v.·orkshop, focu.:\ groups, etc at <:iny tnon1ent and 1f considered necessary. 

B) By MAEIC-DGCS accord mg to rules and regulation applicable for soft loan funds 

The results of the above describe.d monitoring activities will be submitted to the Steering 

Corninittcc throught the six-months technical and tinanclal reports 

9.2 Evaluation 

T'bc finlll CVCllu;-itiun uf the project v.-iil be irnp!i..:rncntcJ in a partieiputo1y opp1oach, by 

involving all the bodies and organization.s \.Vho have c.ontribute.d to the project implementation 
us \.VeH ns the $ume be-nefic.iaries. A final closure \vorkshop w'.ll be organized to shO\lr' results, 
.1:1chicvc111cr1is, !c?trru.:J lessons 

As for the 1nonitoring, the evaluation 'A'tll b~ done at tv.'o different levels 

A) .1\.t the project closure, Pf\1Lf v.ill pre-pare a first technical and financial evcdui'ltion by 

co1npar1ng expected results/ achieved results as rhey have been forrnulated 1n the project 
docurnent 

B) 1'he above cited analyse \\tilt be submitted to the S1eering Commii1ee in forn1 uf Final 

Report of the Project to be revised and approved 

10 FINANCIAL PLAN and AUDIT, BUDGET BREAKDOWN 

The proj~:<..:t \\'ill be <.:<:1n 1ed out tl-uough u soft loan of Euros 45.000.000 of vr'h1ch Euro 

3,566,000 for Policy impiementation and Institutions development, including services {technical 

backstopping., techrucal and sc1enttfic support in Egypt, log1sttc support in I::.gypt to carry out 
services on site., specialized training courses., technical specialists, workshop organization in 

Egypt, procurement management support, project lmplementation support, project visibility, 
overheads, sreerirlg committees and opening/closing workshop seminars) managed by PMU 

accordmg to the mcluded ToR (see annex.) 

1'he re~ining amount of Euro 41,434,000 will b~ covering supp!ics cnsure<.l through thl'. crctli! 

line (Euro 36,434,000) and and venture capital facility (Euro 5,000,000.) 

The soft lo"n disbursing procedures both to MIT anJ SMEs, PML! and to SMEs shall be 

deta!led in the Financial Convention. 



All the procedures ror rnan.1-ging the fund will be described in the agrccmcnl v1hich 

signed by the Egyptian and [talian government as well as in the financial convention 

above cited documents will annex thls project docun1ent as reterence. 

will be 

All the 

Financial Audit 

An external priv'1te auditing company will be pre selected by PMU and through a local tender. 

The audits will be earned when the threshold of 70% of credit lme implementation (fund 

allncation) i:-:: reached, for each tranche of disburscrnt.:nt 

Project budget breakdown 

'fhe overall prqject budget bn:akdt}\Vfl for th(; project duration (5 years) as \i,tell as tentative 

yearly budget and detail for PMU are detailed m the tables below· 

Table A. Outline of t~ntative budget 

Prlv:ue Scr:tar De\Kllcpm~t P.rojen - F>MV Budget l 

A:eeunt~nt/Adm1 n1 stntQr ~n~t,1m•l! 
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