German Markets:

A Fertile Ground for Egyptian Products

he Egyptian market bears strong potential to embark on a broader range
of export activity in a multitude of economic sectors, and such potential has
recently been augmented through the signature of the Barcelona Agreement.
Egypt'sinherent competitive edge is manifested in two factors, which furnish Egyptian exports with a robust

appeal in terms of pricing. Firstly, Egypt is strategically located as a liaison between the east and the west and
enjoys geographical proximity to Europe, a matter which curtails transportation costs. Secondly, the Egyptian economy com+
prises a wide variety of manufacturing and services industries in relation to which typically low skilled labour costs are incurred.

Germany: A Significant Egyptian
Trade Partner

Egypt exportsto ahighly diversified
range of trade partners, the foremost
being EU and USA to which Egyptian
exports exceeded 40 percent and 15
percent respectively. According areport
published by the Egyptian Minigtry of
Foreign Trade, in August 2001,
Egyptian exports to Germany in 2000
reached €280.3 million in comparison
to €238.1 millionin year 1999 which
shows 17.7 percent increase, which is
the highest in comparison to year 1996
(€221.9 million). Topping the list of
Egyptian exportsto Germany are cotton
textiles, fud and lubricating ails, agri-
culturd products, metd dloys and
fabrics other than cotton. On the other
hand German exports to Egypt reached
€1,508 hillion. Most prominent among
German exports to Egypt are machin-
ery, eectrica appliances, motor vehi-
clesand chemicd products.

The German-Aradb Chamber of
Industry and Commerce (GACIC) has
been contributing significantly, both
indirectly and directly, to the endorse-
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ment of Egypt’s trading activity with
Germany, and has recently directed spe-
cid focus towards the promotion of
Egyptian exportsto Germany. Indirectly
through, industria consulting services,
vocational educationd training, and
tradefairs.

Just recently, direct efforts have
yielded thefoundation of Global Project
Partner (GPP). Within the framework of
a Public Private Partnership (PPP) pro-
ject, an Export Promotion DesK is cur-
rently under establishment at the GPP
and GACIC. The sarvice
offered includes providing
information about the
German market, con-
ducting market studies
and organise works
hops and delegetion
vigts to Germany. The
Export Promotion
Desk will dso establish
a virtud internet plat-
form giving potentid
Egyptian exporters the pos-
sihility to present their products through
theinternet.

Egypt’s Textiles and Agriculture:
Setting Presence in Germany

The textiles industry represents an
important export domain within the
Egyptian economy. Ready made gar-
ments currently congtitute 26 percent of
Egypt's total exports and 42 percent of
the nation’s tota non-ail exports. The
Government aims to achieve an export
target of US$ 1,895,000 from the texti-
les sector by the end of 2003, which
would trandate into a growth rate of
31%:.1




Dittussion

Orientdd Weavers  Company
(OWC), has an 80 percent local market
share. According to Roland  Schulz,
OWC vice president, output of textile
products of OWC is purely Egyptian
from A-Z and the choice of highly
sophigticated machinery is based on a
long-sighted agpproach whereby machi-
nes are pecificaly adapted to projected
company product range. Over hdf of
OWC produce is exported, mainly to
North America and Europe. A signifi-
cant portion of the company’s output is
exported to German markets in which
textile productsrank first in terms of uti-
lisation within the country’s consumer
goods industry, directly competing with
automotive, tourism services, and utili-
ties (such as hedting). Such a matter
rendersthetextiles industry highly sen-
stive to the performance of the German
economy, as evidenced by the drop wit-
nessed in the country’s total output and
imports of textiles in the aftermath of
the September 11 events.

Egypt aspirestojoin the bandwagon
of globdisation through establishing
presencein fairsto promote exposureto

ORIENTAL WEAVERS COMPANY USUALLY OCCUPIES THE
LARGEST GROUND SPACE IN THE GERMAN DOMOTEX FAIR

international markets and to enable
companies to keep abreast of updated
technology and continuoudy modernise
production, which are crucid factorsfor
playersoperating inthetextilesindustry.
Participating in internationd fairs is an
indicator of OWC's success and where
it stands in the market. As a result of
regular exhibition in Domotex fair in
Germany—where it usualy occupies
the largest ground space—OWC has
increased saes by 20 percent. “Thisisa
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Draft Export Law: A Positive Outlook

The GACIC Export Committee conferred on February 20, 2002 to discuss the draft bill of
the new Export Law. Attendees included Helmy Abouleish, chairman of the Export Committee
and managing director of Sekem, as well as a number of distinguished members of the

Chamber engaged in exportation acfivity.

The proposed draft bill, designed fo encourage exports, stipulates that all responsibili-
ties concerning all issues relating to exports will be centralised ot the Ministry of Foreign
Trade. Focus will be placed on simplifying export procedures, easing the burdens shouldered
by exporters, and eliminating all obstacles in attempt to increase the volume of exports
and open up new markets. The draft bill also provides for the establishment of a special
fund to support exports by subsiding the commercial and investment costs of the export
process in the commodity and service sectors. According fo the proposed law, profits from
exports will be exempted from taxes on trade and industrial activities or taxes on incorpo-

rations.

The Committee’s discussion of the aspects of the new law, yielded a number of re-com-
mendations generated through years of professional experience in exportation activity, dur-
ing which members faced several problems and hindrances.

In an attempt fo promote the purpose of the law in encoring Egyptian exports,
Committee members have forwarded such recommendations fo the Minister of Economy

and foreign Trade for review and appraisal. m

hugeincome of foreign currency for
Egypt,” says Schulz.

Agriculture exports have flourished
in the past years due to the expansion of
cultiveble land over the period from
1986 to 1992, a matter which led to the
generation of a diversfied base of end
products. Food exports are estimated a
27 percent of Egypt's totd exports,
mainly in the form of agriculturd pro-
ducts and processed food. The Egyptian
government is aiming to achieve an
export target of US$ 949 miillion in the
field of agricultural products by the end
of 2003, trandating into agrowth rate of
15 percent. Thegovernmentisalso tar-
geting total exports of US$H 391 mil-
lion in the field of processed pro-
ductsby theend of 2003. The bulk
of Egypt'strade in the food sector
takes place with the EU, followed
by USA and Midde and
Eastern Europe. i

Oneof Egypt'slar- &
gest exporters of agri-
culturd  products is
Pico. The company—

edablished in 1980—currently owns
5,000 acres of land, which are utilised to
grow crops for the locad and foreign
markets.  The company’s exportation
activity started in 1986 with a primary
focus on exporting to Germany and
indeed, Pico products—especialy
strawberries (pesk season inwinter) and
grapes—are widespread in German
markets. Pico aso exportsto the United
Kingdom and Holland.

Egypt faces competition from mem-
bers of the European Union, which
enjoy shorter trangport routes, and
hence chegper prices. For example »




according to Farouk Kandil, Export
manager of Pico, Spain is Egypt's most
aggressive competitor with respect to
srawberries  exportation, whereby
Egypt becomes incapable of competing
asof mid March.

According to Kandil, cultivation
tekes place in accordance with
European specifications whereby the
company is ISO and GAP certified.
“With the Barcelona Agreement Egypt
will play alarger role in the European
market, enhancing its exports to
Europe,” saysKandil. Pico'sfuture stra-
tegy involves the exportation of
Mangos. Additionaly, the company has
recently embarked on experiments for
organic food, a product rendered highly
profitable in the German market.

However, targeted expansons can-
not be accomplished unlessrrectification
takes placein the more stringent aspects
of export procedures. Kandil further
explains that “export procedures in
Egypt are smooth and do not involve
obstacles.” The only problem faced by
the company, according to Kandil,
involves the importation of packing
material  for which the government
requires a letter of guarantee, which is

Germany represents the largest
importer of organic products within
the EU, with total imports reaching

DM 2 hillion-4 hillion in 1999

sometimes difficult to reimburse upon
exporting the maerid agan. The
Government imposes such rulesto sup-
press smuggling, however the regula-
tions often hinder exportation activity.
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Organic and Herbal Products:
An Export Potential

Exports in the form of organic pro-
ducts have been progressively gaining
momentum, especidly  within  the
German market where consumers are
motivated to purchase organic food dri-
ven by health purposes. Germany repre-
sentsthelargest importer of organic pro-
ducts within the EU, with totd imports
reaching DM 2 billion-4 billionin 1999
for which an annua growth rete of 40
percent is expected. Sdes mainly teke
placethrough hedlth food shops, weekly
markets, and farm outlets, in addition to
the growing share of supermarkets. The
demand for off-season vegetables and
fruits is generated mainly in supermar-
kets. There is dso a growing demand
for organic vegetablesto cater totheraw
materials requirements of the proces
sing industry.

Within the Egyptian market,
Sekem—edtablished in 1977 by Dr.
I brahim Abouleish—has been a pioneer
in introducing the idea of organic pro-
duction and biodynamic cultivation to
the loca market through bresking the
reliance on chemicd pegticides and fer-
tilisers. The company’sfirst export ship- »

New Egyptian Cotton Logo

The 505 witnessed the eminent presence
of Egyptian cotton on international catwalks.
Several reputable German companies, like
Triumph-Miederwerke, utilised Egyption cot-
ton in production.

Eqypt’s cotton lost its glamour over the

In preservation of the property rights of

Eqypt's high quality cotton, the Egyptian
Ministry of Economy and Foreign Trade has
developed an Eqyptian cotton logo in associ-
ation with the German Development Aid
(6T2). The logo, which symbolises an Eqyptian

cotton plant in a pyramid shaped triangle,

distinguishes products comprising 100 percent
Eqyptian Bardanese cotton from other cotton
products. The logo has been registered in Eqypt through the joint
efforts of the Egyptian Ministry of Foreign Trade and the Alexandria
Cotton Exporters Association (Alcotex) through which Egyptian com-
panies may apply for the logo. The logo has also been registered
beyond Egyptian borders in a number of countries including USA,
China, and India. m

lost three decades as the government has 7 sewes of COTTONS EaveTiaH =
deemed it polifically expedient to feed its ™ o000
state-owned spinning and weaving industry,

even though most machines are outdated and unable to extract the
full potential of the country’s top notch cotton. This has offen been
at the expense of consumers abroad who have tumed to more reli-
able sources, like the USA. However, the government has recified the
situation through active measures to upgrade Egyptian cotton and
this has served fo restore its image and infenational recognition.

NEew Loco
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ment took place in 1981, and today
Sekem? is one of Egypt's leading
exporters of organic and herba pro-
ducts (including herbd tess) to the
German market.

“Compared to fresh products
like vegetables, the exportation of
herbsor herbd teaisnot that prompt.
The herb Camille, for ingtance, is
harvested in the fields, then brought
to the farm where it is dried for at
least seven days in a specid drying
room,” explains Helmy Abouleish,
managing director of Sekem. “Since
Camille can only be harvested once
a year, a certain amount is packed
and shipped to Europe immediately,
while the rest is stored and exported
upon demand over the whole year,”
Abouleish adds.

Niche Products

Besdes Egypt's traditiondly
exported goods, the exportation of a
number of niche products which
enjoy a good chance to compete
with European products is steadily
emerging.

A successful example is Bavaria
Company, which has been exporting
fire extinguishers to Europe since
1990. Bavaria is well established in

German markets. Products digtribution
takes place through its own dffiliate in
Germany (Bavaria Germany). Their
export turnover in 2001 reached DM 5
million. According to Dr. Nader Riad,
charman and managing director of
Egyptian
Government is offering sufficient free-
dom and only few restrictions for expor-

Bavaria Company, the

tation.

But generdly spesking, Riad points
out that market penetration in Germany
is very competitive, especidly that
German importers are touchy about
Middle Eastern exporters dumping pri-

ces.

The IT sector is dso demondrating
potentid for export, despite the current
sagnation experienced on internationa
IT markets. According to areport by the
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Major Egyptian Exports to Germany (2000)

Cotton

%
Agricultural products
and vegetables
8%

garments
and clothing accessories}

Garments and clothing acc:
8%

Aluminum
13%

Raw material for

Qil, natural gas, fuels
chemical production 19%
14%

Source: Egyptian Ministry of Economy and Trade

Major Egyptian Imports from Germany (2000)
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Minigtry of Economy and Foreign
Trade in 2001, the Egyptian oft-
ware industry has excelled sgnifi-
cantly in the last five years reaching
a growth rate of 35 percent. The IT
sector’s competitive edge, compared
to other aress, isthe sector’sinherent
mitigation of any governmenta
bureaucratic obstacles. Programmed
systems are sent vianet to the custo-
mer in Germany, with no need to
pass custom controls or insurance
€lC.

According to the Minigtry of
Communication and Information
Technology, the Egyptian I T exports
are expected to reach US$ 100 mil-
lion &fter five years from now.
However, the Egyptian IT market is
ill in the infant stage, and needy of
a wider range of marketing.
Currently, between five to eight IT
companies are exporting to Europe,
US, and the Middle East. Nilesoft is
one of them. Mustafa Toson,
Marketing manager of Nilesoft clari-
fiesthat Egypt isan interesting mar-
ket for the Europeans due to its pro-
ximity, offering cheaper labour and
accessto efficient calibres.

Many Egyptian companies have
succeeded in competing on German

markets. Many more companies wish
to unlock bolted international markets,
but the question is: who is equipped to
lend the key? The new Export
Promotion Desk of the German Arab
Chamber of Industry and Commerceis
reedy to open doors to Egyptian expor-
tersto enter the German market. |

DALIA ABU SAMRA

EGYPTIAN EXPORTS TO GERMANY IN 2000
REACHED €280.3 MILLION

1- Egyptian Ministry of Economy and Trade
2-Skemis also engaged in the exportation of
textiles.

For further information contact Export Promotion Desk
of German-Arab Chamber of Industry and Commerce

(airo office; daliadbusamra@ahk-mena.com

Berlin office: helmi.bassant@berlin.dibk.de
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