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Introduction

A non-compete clause is one of the most sensitive contractual mechanisms, as it operates at the
intersection between two fundamental legal considerations: the protection of legitimate business
interests and the preservation of an individual’s freedom to pursue professional opportunities.

In modern commercial environments, where confidential information, business know-how, trade
secrets, and established client relationships constitute valuable economic assets, businesses
frequently rely on non-compete clauses to protect their competitive position and safeguard the
continuity of their operations.

Under Egyptian law, however, such clauses are not considered unrestricted contractual
arrangements. Their validity and enforceability are subject to specific legal limitations aimed at
achieving a balance between protecting legitimate commercial interests and preventing excessive
restrictions on professional mobility.

The Commercial Rationale Behind Non-Compete Clauses

Businesses have a legitimate interest in protecting their competitive position and preserving the
value of their investments in developing their operations, relationships, and proprietary
knowledge.

This rationale supports the inclusion of non-compete clauses in employment relationships,
particularly where employees have access to confidential information or trade secrets that may
provide a competitive advantage if improperly disclosed or exploited.

Such information may include, without limitation:

e Operational and managerial methodologies;

¢ Customer and client databases;

e Marketing and expansion strategies;

¢ Business relationships with customers and suppliers;
e Pricing structures and competitive policies.

By granting access to such information, a business places substantial reliance on trust,
confidentiality, and professional loyalty. Accordingly, the departure of a key employee may create a
legitimate commercial risk where confidential knowledge is subsequently used to establish,
support, or develop a competing activity.
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A non-compete clause therefore serves as a protective contractual mechanism designed to prevent
the misuse of valuable business assets rather than to prohibit lawful competition.

Freedom of Work and the Limits of Contractual Restrictions
Employees retain the fundamental right to develop their professional capabilities, pursue economic

independence, and continue their professional activities.

Freedom of work, however, does not extend to the unauthorized use of confidential information or
trade secrets acquired through a relationship of trust with the employer.

The exploitation of such information against a former employer may constitute a breach of
contractual obligations, the principle of good faith, and the duty not to misuse proprietary
knowledge obtained during the employment relationship.

Accordingly, a non-compete clause is not intended to impose an absolute restriction on
professional activity, but rather to prevent the illegitimate exploitation of confidential information
and commercial interests entrusted to the employee.

Legal Framework Governing Non-Compete Clauses Under
Egyptian Law

Egyptian law recognizes the validity of non-compete obligations in employment relationships,
subject to specific legal requirements.

Article 686 of the Egyptian Civil Code provides that:

“Where the work entrusted to the employee enables him to become acquainted with the
employer’s customers or to have access to trade secrets, the parties may agree that the
employee shall not, after the termination of the contract, compete with the employer or
participate in any competing enterprise.”

The validity of such an agreement depends on the satisfaction of several essential conditions.

1. Legal Capacity

The employee must possess full legal capacity at the time the non-compete agreement is
concluded.

2. Necessity and Proportionality

The restriction must remain limited to what is necessary to protect the employer’s legitimate
interests. Accordingly, the non-compete obligation must be reasonable in relation to:

¢ Its duration;
¢ Its geographical scope;
e The nature of the restricted activity.

Any restriction exceeding the requirements of legitimate protection may be considered an unlawful
limitation on professional freedom.
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3. Employer’s Conduct and Termination of Employment

The employer may not rely on the non-compete obligation where the employment relationship is
terminated or not renewed without justification attributable to the employee, or where the
employer’s conduct has effectively caused the employee to terminate the contract.

Article 687 of the Egyptian Civil Code further provides that any penalty clause associated with a
non-compete obligation shall be ineffective where it is excessive to the extent that it effectively
compels the employee to remain within the employer’s business beyond the agreed period. Such
excessiveness may also affect the validity of the non-compete obligation itself.

The Principle of Proportionality: Balancing Competing
Interests

The legal foundation of non-compete clauses is based on achieving a balance between competing
interests, including:

¢ Protecting investments and ensuring business continuity;

* Safeguarding trade secrets and competitive advantages;

e Preserving freedom of work and professional mobility.

Accordingly, non-compete clauses should not be viewed as punitive restrictions. Their legitimate
function is preventive: protecting identifiable business interests while maintaining a fair balance
between contractual obligations and individual professional rights.

Conditions for the Enforceability of Non-Compete Clauses

Non-compete clauses are not automatically enforceable merely because they have been agreed
upon contractually. Their validity depends on compliance with legal limitations and the principle of
proportionality.

1. Geographical Limitation

The restriction must be confined to a clearly defined geographical area that corresponds to the

legitimate interest being protected.

Broad restrictions extending beyond the actual market or business area concerned may be
considered excessive and inconsistent with freedom of work.

2. Temporal Limitation

The duration of the restriction must be reasonable and proportionate to the nature of the business
activity and the interest requiring protection.

An excessive or unjustified period may result in the clause being unenforceable.

3. Limitation to a Specific Competing Activity

The restriction must relate to a clearly identified competing activity and should not prevent the
employee from engaging generally in his profession or pursuing lawful employment opportunities.
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4. Existence of a Legitimate and Actual Interest

A non-compete clause must be supported by a genuine commercial interest, such as:

¢ Protection of trade secrets;
¢ Preservation of confidential information;
e Protection of established client relationships.

A clause intended solely to prevent competition without a legitimate justification is unlikely to
receive legal protection.

Conclusion

The enforceability of non-compete clauses under Egyptian law depends primarily on careful
drafting and adherence to the principles of necessity and proportionality.

Courts generally adopt a restrictive approach when examining such clauses, assessing their
validity in light of the circumstances of each case, including the nature of the employment
relationship, the employee’s position, the information accessible to him, and the extent of the
restriction imposed.

A properly structured non-compete clause does not constitute a prohibition of competition. Rather,
it represents a balanced contractual mechanism aimed at protecting legitimate business interests
while respecting the fundamental principle of freedom of work.
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