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Outline 

 

 macro environment within which this industry has operated in 

Egypt 

 

 interconnected network of politically connected firms and its 

influence over the policy making process in Egypt.  
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History and Background: Protectionism 

Egy automotive industry developed under the country’s 
policy of ISI protecting it from imports competition 

 In 1974 import bans on direct import of vehicles, 
raw materials & spare parts were lifted. 

But sector insulated itself from successive waves of 
liberalization in both the 1970s and 1990s.  

– ERSAP’s most significant & influential policy 90s: 
rationalization of tariff structure ↓ tariff dispersion and bands.  

– But sector was one of the few sectors that were largely exempt 
from these requirements. It was allowed to maintain effective 
rates of protection exceeding 100% 

– An additional tax of 25% was imposed on all vehicles above 
1,600cc engine capacity.  

 Amirah El-Haddad, Jeremy Hodge, Nizar Manek
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Estimates of Effective Rates of Protection  

(selected industries, excludes NTBs and subsidies)  

   

ISIC Code Sector Private Industries 

    1998 2009 

1711 Manufacture of containers, boxes of paper & paper board -11083 242 

1721 Textile products except garments 84 229 

1722 Tire & tube industries 849 98 

2102 Manufacture of carpets and rugs 64 92 

2101 Manufacture of electrical appliances & housewares 83 79 

2412 Manufacture of soap, perfume & cosmetics 58 77 

2423 Manufacture of jewelry & related articles 33 66 

2424 Manufacture of glass & glass products 38 58 

2511 Iron & steel basic industries 31 23 

2610 Manufacture of pulp, paper & paper board articles 40 21 

2694 Non-Ferrous metal basic industries 28 18 

2710 Spinning & Weaving and finishing textiles 46 16 

2720 Manufacture of motor vehicles 58 16 

2893 Manufacture of drugs & medicines 6 6 

2921 Manufacture of agricultural machinery & equipment 11 5 

3110 Manufacture of cutlery, hand tools, & general hardware 34 5 

2930 
Manufacture of electrical industrial machinery & 

apparatus 
26 5 

3410 Manufacture of fertilizers and pesticides 21 0 

3811 Manufacture of cement, lime & plaster 32 -2 

  Average 85.6 45 

 most part of 90s despite rapid 

liberalization, local auto companies 

preserved the protections enjoyed 

previously  survived & were not 

overrun by cheaper yet higher quality 

imports. 
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Protectionism: Local Content or the Dual Tariff 

Protection Scheme  

 LC requirements was another policy initiated in 70s to boost feeder indus. & auto 
assemblers.  

– Assemblers of AV who maintain at least 45% LC levels of parts & 
components enjoy customs exemptions for imported components  
encouraged foreign companies to enter the Egy mrkt (decrees No. 351/1986 (presidential); 
304 for 1989 (ministerial)). 

– Amendments in 2000 applicable to both Egy. producers & foreign brands 
engaging in domestic assembly either through fully owned or joint venture 
projects  

The ↑ the LC the ↑ the import customs exemption  
(% of the ↓ in customs on imported CKD and SKD kits is inversely related to the % of locally produced spare parts and components used in assembly). 
(Presidential Decree 429 of 2000: the rule: *Domestic assembly operations that use between 30%-40% LC see their tariffs on components reduced by 110% of 
the total LC percentage. *between 40%-60% LC the reduction rises to 115% of total LC, with more than 60% LC enjoying 120% reduction) 

 Fabricated metal industry expanded primarily b/c of the LC 

 But LC a double-edged sword 

– whilst it created the assembly & spare parts sectors it effectively also shielded 
industry from foreign competition & so yielded rents to local producers.  

– Erects a barrier to integration into global supply chains as it guarantees 
national demand 4 feeder industries rather than having 2 compete with other 
competitors on the international market.  

 

Amirah El-Haddad, Jeremy Hodge, Nizar Manek 
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A Changing Global Environment: Threats to 

the Industry (2004-2015) 

 2 events pose serious threats to the Egy. Automotive Industry:  

 Egypt’s accession to the World Trade Organization (WTO) in 1995   

• In line with these commitments tariffs ↓ by an average of 40% in 
2004.  

• These changes were applied on a # of industries including the vehicle 
industry, except for cars with engines greater than 2000cc (*For imported 

cars with engine sizes between 1,000 and 1,500 cubic centimetres, tariffs were cut to 40% from 
55% *For cars between 1,500cc and 1,600cc, rates were slashed from 100% to just 40%. * 
Depending on size, tariffs on trucks were set between 12 and 32% compared to 40%. * for feeder 
industries duties on automotive inputs and spare parts are set btw 5 and 12%, down from 23 and 
33%).  

 the Euro Mediterranean Agreement of 2004, obligates Egypt to 
remove its tariffs completely on imports of CBUs, components & 
raw materials from Europe by 2019 through an annual phasing out 
process (*Customs duties on commercial vehicles coming from the EU would be 

reduced 5% on January 1, 2009 and January 1, 2010 and then 15% each year thereafter 
until January 1, 2019 *Customs duties on CBU passenger vehicles and buses imported 
from the EU would be reduced 10% each year from January 1, 2010 until January 1, 2019). 

Amirah El-Haddad, Jeremy Hodge, Nizar Manek 
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A Changing Global Environment: Threats to 

the Industry (2004-2015) 
 Cheaper imported European brands would not only undercut 

the  

– sales of assemblers of non-European brand vehicles, notably 
by politically connected influential firms as Jeremy would tell 
u, but would also 

–  render domestic assemblers of those European brands 
obsolete as the ↓customs fees would make it more cost 
effective for mother companies in Europe to access the 
Egy. Mrkt through direct import of CBU vehicles rather 
than relying on Egyptian agents to assemble their vehicles 
locally.  

 These two events together with other trade regulations and 
currency changes altered the industry’s operating 
environment, posing a serious threat to the existence of the 
assembly and feeder industry.  

 

 Amirah El-Haddad, Jeremy Hodge, Nizar Manek 
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Simple Average Most-Favored Nation Tariffs  

(MFN) Tariff (1995-2014) 

   

Amirah El-Haddad, Jeremy Hodge, Nizar Manek 

Tariff schedules are reflected in the sharp 

↓ in 2004 in all automotive sectors’ tariffs, 

with the lowest for parts & accessories 

(6.3%) during 2004-2009 and the highest 

for motor vehicles (23.6%) and their 

bodies (27%) for the same period 

The logic behind the varying rates is to 

allow for cheap imported inputs for 

assemblers while discouraging the import 

of ready-made CBUs and so encouraging 

local industry.  
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Average Motor Vehicles Most-Favored Nation 

Tariffs (MFN) Egypt versus the World 

   

  Prior 1999 1999-2003 2004-2009 2010-2014 

Egypt 53 40.8 23.6 27.4 

World 21.8 16.9 13.8 11.9 

Amirah El-Haddad, Jeremy Hodge, Nizar Manek 

 Nevertheless, despite consecutive tariff reductions Egypt’s 

average MFN motor vehicles rates 2010-2014 remain more 

than double that of the rest of the world.  

 

 

 

 In the face of threats the gov continued to provide support 

such as the export subsidy and other financial and non-

financial schemes (some of which seem to be in violation of the Trade-Related Investment 

Measures (TRIMs) Uruguay Round of the General Agreement on Tariffs and Trade  (GATT) multilateral 

trade agreement).  
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Exports and Expenses- Drawback by 

“Engineering” Sector (2014)  

   

Amirah El-Haddad, Jeremy Hodge, Nizar Manek 

 Exp. subsidy system July 2010-July 2014.  

*export subsidy for car components US$20 mil 

about a third (29%) of total engineering export 

subsidies (2014).  

* overtaken only by that to HH appliances 

sector, another one of the registered engineering 

sectors of EEC-EG.  

*Controversial program for perceived arbitrary 

selection of Auto sector (& few other sectors), 

not been made based on sound analysis of 

current & future CA on world markets. 
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Trade Balance (1988-2014) 

 Improvement in the business environment + gov support have given a push to 

some, but very low exports from 2002 to the financial crisis of 2008.  

 But with openness imports have grown massively - by 2008 reaching twenty 

times the value of exports.  

 

 

 

 

 

Amirah El-Haddad, Jeremy Hodge, Nizar Manek 

Liberalization has fueled import 

growth at a greater rate compared to 

exports resulting in a sharp drop of 

vehicles’ already negative trade 

balance since 2004.  
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Consequent Trends 

 Unfortunately for Egypt, decades of protectionism has left the 

country’s automotive sector: 

–  small: in 2013 accounted for just 2% of industrial production and close to 

just 0.29% of the country’s exports (0.51% and 0.45% of the country’s 

manufacturing and non-oil and gas exports in 2014 respectively).  

– under-developed, uncompetitive & unable to successfully integrate itself into 

global supply chains.  

– Production at a small scale meant that feeder industries  have failed to develop 

economies of scale  

 Cannot produce components or spare parts cheaply 

 Forces industry 2b limited to catering to Egypt’s small, if growing, domestic 

market.  

 

 



© 2009  German Development Institute / Deutsches Institut für Entwicklungspolitik (DIE) 

State-run era 

 Small levels of private sector automotive production occurs throughout 1950’s 

 State-run NASCO company established in 1961 enjoys monopoly on 
automobile production as part of state’s import substitution policy adopted 
following the 1952 revolution 

 NASCO remains – with some exceptions – sole domestic vehicle assembler in 
Egypt until 1977 

 First automotive joint venture assembly program –‘Arab American Vehicles’ 
(AAV) – established in 1977 between The Chrysler Group LCC (49% share), 
and Arab Organization for Industrialization (AOI) (51% share) 

– AOI was established in 1975 as a joint military venture between Egypt, 
Saudi Arabia, Qatar, and the United Arab in the aftermath of the 1973 war 

– Formed the backbone of Egypt’s military-industrial complex and defense 
industry establishing 12 factories that produced both military and civilian 
goods. The latter three Gulf countries withdrew membership in AOI 
following 1979 peace treaty with Israel 

 Throughout 1980’s AAV’s factor capacity goes increasingly underutilized 

 By 2014, vehicles manufactured by AAV make up less than 1% of Egypt’s 
automotive market  

 
Amirah El-Haddad, Jeremy Hodge, Nizar Manek 
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Private sector shift; Mansour Group  

 State shifts from state-centered development towards policy of ‘infitah’ 
(liberalization) in 1973 under the rule of President Anwar Sadat (appointed 
1971)  

 Nasser loyalists purged from government while new class of private sector 
merchants/pre-1952 elite with connections to foreign corporations serve as 
Sadat’s new power base  

 Among them is Lotfy Mansour, founder of the Mansour and Sons Cotton 
Company, established in 1952 (nationalized by Nasser  regime in 1965) 

 Company is revived in 1975 as “Mansour Group”; becomes sole importer 
and distributor of Chevrolet vehicles in partnership with General Motors 
(GM). 

 Mansour Group becomes sole distributor of American Caterpillar 
construction and agricultural products in Egypt (1977) 

 Mansour Group shifts from distributor to sole domestic assembler of GM 
Chevrolet passenger vehicles in Egypt (1983) 

 Over 30 years Mansour Group evolves into international conglomerate with 
business interest in 82 countries. Is currently sole distributor of McDonalds, 
Compaq and IBM brand products in Egypt.  

Amirah El-Haddad, Jeremy Hodge, Nizar Manek 
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Ghabbour Family; GB Auto  

 GB Auto established by Sadek Ghabbour 1948, initially trades in home appliances, spare 
car parts  

 Focuses exclusively on bus bodies 1985; begins assembling bus-bodies 

 Following implementation of ERSAP throughout 1990’s GB Auto – now under 
leadership of Rauf Ghabbour, Sadek’s son – becomes official importer and distributor of 
Hyundai brand passenger vehicles in 1992 and local assembler by 1995 

 Large numbers of public sector companies – including parts of NASCO – privatized 
throughout 1990’s 

 Government grants large number of operating licenses to foreign Original Equipment 
Manufacturers (OEMs) investing in domestic assembly operations through joint ventures 
with local companies and distributors 

 By 2014, GB Auto and the Mansour Automotive Company control 29.8% and 13.9% of 
both assembled and imported passenger vehicle market respectively, owning large stakes 
in both commercial trucks (66% Mansour; 1.0% GB), and buses (19% Mansour; 5.5% 
GB), while GB enjoys a monopoly on Egypt’s 5,040 commercial taxis 

 Rauf’s brother Karim Ghabbour establishes Manufacturing Commercial Vehicles (MCV) 
bus company in 1994, as the official agent of Daimler and assembler of Mercedes brand 
buses  

 Karim and Rauf’s relationship has soured and become strained in recent years according 
to industry insiders, with GB Auto actively competing with MCV in the bus sector 

Amirah El-Haddad, Jeremy Hodge, Nizar Manek 
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Top Market Players’ Market Share in Passenger 

Cars (2001-2014) 
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Formalization of collusive relationships 

 Former President Hosni Mubarak’s son Gamal Mubarak leads campaign to formalize 

relationships between political and business leaders throughout 2000’s, with many of the 

latter entering politics 

 In 2000, 77 businessmen elected members of parliament, up from 37 in 1995.  

 Gamal chairs new body within the ruling National Democratic Party (NDP) known as the 
Policies Committee (PC) in 2002, whose purpose is to oversee and manage new wave of 
economic liberalization reforms. Large number of PC members are business leaders and 
moguls, including Chairman of Mansour Group, Mohammad Mansour.  

 In 2004, five PC members selected as ministers to serve in a new government under 
Prime Minister Ahmed Nazif. PC members are appointed to head ministries overseeing 
industries they have business interests in.  

 Mohammad Mansour appointed Minister of Transportation from 2004 until 2009.  

 Mansour’s cousin, Ahmed Maghrabi, Chairman of the hotel conglomerate Accor Hotels, 
appointed Tourism Minister in 2004, and then Minister of Housing and Construction in 
2005.  

 Maghrebi was replaced as Tourist Minister that year by another one of Mansour’s 
cousins, Zuhair Garana.  

 Mansour and Maghrebi serve on the board of several charities and firms run by Gamal 
Mubarak. 

 
Amirah El-Haddad, Jeremy Hodge, Nizar Manek 
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Example of Collusive State-Business Relations: 

 In 2005 – during Mansour’s tenure as Minister of Transport – Egypt’s Ministry 

of Trade and Industry led by former PC member Rashid Ahmed Rashid, 

launches the National Supplier Development Programme (NSDP) 

 NSDP provides EGP1m grants to upgrade the facilities of 20 participating 

automotive spare parts and components companies  

 85% of grant funded by the Ministry of Trade, remaining 15% matched by 

OEM/Tier 1 suppliers that agree to purchase products from spare 

parts/components companies 

– Program aimed at improving domestic industry standards and better 

integrating local companies into global supply chains 

– Built on logic that some OEM and Tier 1 assemblers may want to work with 

local firms but not willing to take on risk of investing in those firms 

– All twenty component suppliers receiving grants in 2005 were companies 

that sold spare parts to GM assembly operations in Egypt, managed by the 

Mansour Automotive Company, whose Chairman – Mohammad Mansour – 

was then Minister of Transport  

 
Amirah El-Haddad, Jeremy Hodge, Nizar Manek 
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Effects 

 While 1990’s witnessed large penetration by foreign firms, 2000’s saw 
low levels of FDI/foreign involvement in assembly operations in 
automotive sector (although imports of CBUs increase in 2004) 

 Most new assembly operations launched were for small Chinese firms 
that pose little threat to established players, selling fewer than 1,000 
units per year 

 These brands were nonetheless distributed by large domestic companies, 
in particular GB Auto and the Bavarian Auto Group, the latter being the 
official assembler/distributor of BMW passenger vehicles  

 Insiders suggest that increased influence of Egyptian automakers on 
policy may influence licensing regime 

 Relatively vague provisions within Egyptian law regulating the 
provision of licenses makes abuse easier  

 Ahmed al-Sayid al-Nagar, Chairman of the state-owned Al-Ahram 
News Agency: “Giving state officials credentials to grant or deny 
licenses, or official documents…as has been the case in Egypt, leads to 
an escalation of corruption, particularly absent laws to deter corruption.” 

 

 

Amirah El-Haddad, Jeremy Hodge, Nizar Manek 
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New Efforts to combat Euro-Med 

 Signing of Euro-Med agreement in 2004 ushers in increase of CBU imports; 
threatens both components suppliers and domestic 
assemblers/manufacturers of foreign brands whose business would is 
undercut by cheap imports encouraged by low tariffs  

 July 7, 2015 by the Chamber of Engineering Industries (CEI) – a local 
advocacy group – submits draft law proposal to Ministry of Industry and 
Trade ask for 58% local content requirement in vehicles sold domestically 
and 30% tax on all imported CBUs. 

 Reduces tariffs/customs duties on spare parts and components imported 
specifically by domestic Egyptian assemblers from a maximum of 135% to 
10%.  

 Articles III and XI of Uruguay Round of the WTO GATT agreement on 
Trade-Related Investment Measures (TRIMs) bans the implementation of 
local content and trade balancing requirements   

 Summary: 1.) Requires local content make up a majority of the inputs and 
components used in domestically assembled vehicles. 2.)Those components 
that are imported by domestic assemblers are accessible at cheap, reduced 
rates. 3.) Imported CBU vehicles are more expensive and therefore less 
competitive 

 Amirah El-Haddad, Jeremy Hodge, Nizar Manek 
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Status of proposals 

 The proposal submitted by CEI Chairman Hamdy Abd al-Aziz – also Chairman of 
AUTOCOOL, a large parts supplier of automotive air conditioners and cooling modules that 
benefited from NSDP program, mentioned previously – and CEI Deputy Chairman/ Chairman 
of GB Auto, Rauf Ghabbour 

 Proposal approved in September 2015 by former Minister of Industry and Foreign Trade Munir 
Fakhry Abd al-Nur. Abd al-Nur and Ghabbour are related through marriage, with the latter 
marrying the former’s daughter, Dina.  

 The proposal is awaiting approval by President Abd al-Fatah al-Sisi before becoming law  

 Ghabbour pledged later in September to invest $1.5bn into GB Auto operations transforming 
the company from “assembler to a manufacturer” of vehicles, on condition that the draft law – 
along with  a new investment law – be approved   

 Amendments to Egyptian Investment Incentive Law 8 year 1997 passed earlier in July further 

incentivize foreign OEMs and Tier 1 suppliers to engage in domestic assembly 

 Foreign companies seeking to access Egyptian market through domestic assembly offered:  

– Reduced tax incentives  

– Reduced customs duties for imported equipment (though not CBU vehicles)  

– Reduced fuel prices  

– Government funded worker training programs 

– Other benefits 

 Amirah El-Haddad, Jeremy Hodge, Nizar Manek 
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Conclusion 

 Amid Egypt’s continued economic crisis, the automotive 

sector will continue to resist efforts to liberalize and 

attempt to push through a number of new non-tariff trade 

barriers 

 These efforts are supported by large segments of Egypt’s 

government that are keen on shifting towards a more 

protected economy as a means of supporting local industry 


