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Introduction

The increasing importance of telecommunication has emerged since the concept of
globalization was spreading around the world, and as telecommunication is one of the
main tools of connecting the world together, its importance has increased.

In recent years particularly accompanied with the widespread of globalization,
telecommunication, viewed as a main tool of connecting the world, has gained greater
attention worldwide due to its growing importance and role in modern economics.
Recently, great attention was paid to the telecommunication sector in both developed
and developing countries, and it becomes one of the main priorities to both of them.
The process of liberalization of telecommunication sector has started in developed
countries, since 1980, while it began in the developing countries 15 years after.

Due to the movement of all the countries towards more open economies, and free
market system, especially, after the collapse of the Ex-Soviet Union, and the
command economic system. The movement towards more free markets has led to to
the increasing necessity of improving and promoting telecommunication among
countries, as most of developed countries have their investments in developing
countries.

Therefore, the importance of telecommunication was a result of mutual necessity of
both developing and developed countries, which attracts investors to seize the
opportunity and focus on this sector.

Motivated by the role of telecommunication sector in the development of Egyptian
economy, this research mainly aims to evaluate the role of investment incentives

offered by the Egyptian government and its impact on attracting the European direct
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investment to the telecommunication sector, compared to the Moroccan experience in
the same field.

The reason behind selecting Morocco among other countries in the region is the
progress that was achieved by Morocco in the telecommunication sector. In addition
to that, according to the World Investment Report for 2008, Morocco is the second
preferred country for investment after Egypt in North Africa (WIR, 2008)

Therefore, the study is going to apply a comparative approach covering both
countries: Egypt and Morocco. Analyzing the similarities and differences of
telecommunication sector in both countries, and evaluating the impact of investment
incentives offered by both Egyptian and Moroccan governments in the
telecommunication and the role of their incentives in attracting European investment
in both countries.

The EU is one of the main strategic partners to both Egypt and Morocco. Therefore, it

was chosen as a model.

The research aims at assessing the impact of investment incentives of

telecommunication on the status of investment inside Egypt.



To serve the purpose of the research, the research was divided into 4 main chapters. In
chapter one, the researcher presents the main theories of FDI, types of FDI,
determinants and its impact on both the host country and the home country. Chapter
two presents the economic reform process and how does it affects FDI inflows in
Egypt, and the structure of Egyptian telecommunication sector especially after
liberalizing the sector. Chapter three presents economic reform, FDI inflows and
structure of telecommunication in Morocco. Finally, chapter four presents Egypt and
Morocco relations with the EU and the assessment of the business climate in both of

them.



Importance of the Topic:

The first step in the decision of any foreign investor to invest in any developing
country is the investment incentives and facilities offered by each country. Given the
tough competition among developing countries in order to attract foreign direct
investments, this research is concerned with investment incentives offered by the
Egyptian government and its role in attracting European investment in the

telecommunication sector.

Research Objectives:

The main objective of the study is to analyze the impact of Egyptian investment
incentives on the European FDI in Egyptian telecommunication sector through the
study of the most prominent European investment in the ICT industry, focusing on

European direct investments in mobiles, Internet, and Fixed telephone lines.

Methodology:

The study depends on 3 approaches:
= The descriptive approach: Reviewing the investment environment and relevant
market indicators.
= The comparative approach: Comparing reform and development initiatives in
both Egypt and Morocco and EU investments in both countries.
= The analytical approach: to find factors affecting investment in both the

telecommunication sectors in Egypt and Morocco.
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Research Questions:

= What is the importance of telecommunication internationally?

= What are the main features of Egyptian telecommunication sector after the
liberalization process compared to those of Moroccan telecommunication
sector?

= What are the Egyptian investment incentives in the telecommunication sector
compared to those offered by Morocco?

= What is the significance of European investments in Egypt and Morocco?

= Has Egypt succeeded in attracting European Direct Investment compared to

Morocco?

Xl
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