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AL-MAHALLA AL-KUBRA: Behind an unas-
suming, scruffy perimeter wall, Egypt’s largest
textiles factory has languished for decades, losing
money and breeding discontent as the economy
shifted away from socialist-style planning. Far
from letting go of Misr Spinning & Weaving Co
in the Nile Delta city of Al-Mahalla Al-Kubra,
however, the government has placed it at the cen-
tre of an ambitious plan to rescue loss-making
national firms in the once-thriving textiles sector.

The plan shows how the government has re-
versed a trend under President Hosni Mubarak,
who was ousted in 2011, of turning public enter-
prises over to the private sector, doubling down
instead on its support of state firms. It will also
provide a crucial test of Egypt’s ability to boost
job-creating industry as it exits a three-year re-
form program backed by the International Mon-
etary Fund.

Economists have praised the reforms for con-
tributing to stability and growth, which was a ro-
bust 5.6% in the third quarter. But outside the
energy sector, the economy has been shrinking.
The story of the Mahalla factory reflects a
longer-term decline. It was set up by Egyptian
businessmen in 1927 to make textiles from
Egypt’s renowned long-staple cotton, until then
exported raw to manufacturers abroad. But the
country’s army rulers nationalized it in the early
1960s along with most of Egyptian industry,
and Egypt’s textile sector was later overtaken

by competition from Asia. Apart from a brief
period of hiring in the post-2011 political tur-
moil, the factory had all but stopped taking on
new workers for decades, allowing the work-
force to shrink as employees retired or re-
signed. At a small grocery store opposite the
company gate, workers last month said the
company’s three plants were operating at no
more than 40% capacity. “Machines have
stopped and the three plants are not produc-
tive. Every month, salaries are 10 days late and
annual bonuses are delayed,” said one worker
who asked not to be identified.

Turnaround plan
Early this year the Ministry of Public Enter-

prise unveiled a 21 billion Egyptian pound ($1.3
billion), 30-month plan to remake the state tex-
tile industry, which accounts for 65% of Egypt’s
textile manufacturing. It plans to merge 23 tex-
tile companies into 10, shift the operations of
some plants to others nearby, and shut down fur-
ther plants altogether to concentrate production
in Kafr Al-Dawar near Alexandria, Helwan in
southern Cairo and Mahalla, a city of half a mil-
lion people. The Mahalla plant will absorb the
operations of the adjacent, loss-making El Nasr
Spinning, Weaving and Dyeing Co.

The government wants to sell some assets,
mainly land, to finance new machinery to
quadruple capacity, and is considering expand-

ing into labor-intensive garment production,
Public Enterprise Minister Hisham Tawfik told
the American Chamber of Commerce in April.
Management compensation will be improved
and linked to performance. The government was
studying other loss-making sectors including
chemical, pharmaceutical and metallurgical in-
dustries to develop turnaround plans, Tawfik
said. He confirmed to Reuters this week that the
plan was still on track.

Egypt needs to absorb 3.5 million new en-
trants to the labor market over the next five
years, according to the IMF, but opening to the
private sector - which international lenders say
is crucial to longer-term economic success - has
faltered. Economists say the increasing state
presence may come at the expense of growth,
and that the goal of reviving state industry
seems motivated by a mix of ideology, a desire
to tighten economic and political control, and
concern that labor discontent could ignite
broader unrest.

Economic grievances were widely cited dur-
ing protests that broke out in Cairo and several
other cities, including Mahalla, in late Septem-
ber. But the state faces a daunting task turning
the textiles sector around. “We need to under-
stand their economics. What sort of return on in-
vestment do they foresee?” said Mohamed
Kassem, a board member of the Egyptian Fed-
eration of Industry and textile executive. “If their

calculations are not accurate they will lose a lot
of money. If they are able to compete with India
and China then they’ll hit a home run.”

Losses
Egypt’s 23 spinning and weaving companies

had a combined loss of more than 2.59 billion
pounds in the year to June 2018, Finance Min-
istry figures show. Only one, Port Said for Spin-
ning and Weaving, made a profit - at 5.2 million
pounds. The Mahalla factory lost 667.2 million
Egyptian pounds in the year to June 2018 on
revenue of only 1.07 billion pounds, according
to the most recently published figures. Assets
stood at 1.57 billion and liabilities at 4.9 billion
pounds. The number of employees is now
18,000, Tawfik said in April, down from around
35,000 at its peak in the 1970s and 1980s. The
factory, spread over more than 600 acres, has
long been a hotbed of political dissent.

Protests over pay and working conditions in
December 2006 soon spread to other manufac-
turing centers in Egypt, and in 2011 its workers
went on strike in the lead-up to Mubarak’s over-
throw. Services and infrastructure in Mahalla
and surrounding villages, including its sewage
network and roads, had been steadily deterio-
rating and unemployment had increased, the
factory worker said. “It is the economic and liv-
ing conditions that drive people to demon-
strate,” he added. — Reuters

Egypt’s textiles plan reveals 
backing for the state sector

UAE and Egypt
launch $20 bn
joint program
ABU DHABI: The United Arab Emirates
and Egypt launched a $20 billion joint in-
vestment program yesterday to develop
“economic and social projects”. Abu
Dhabi Crown Prince Sheikh Mohammed
bin Zayed Al-Nahyan made the announce-
ment during a visit to the Emirati capital
by Egyptian President Abdel Fattah El-
Sisi. “We launched a joint strategic invest-
ment platform between the UAE and
Egypt worth $20 billion to implement vital
economic and social projects for our
brotherly countries,” Sheikh Mohammed
said in a tweet. 

He added that he discussed with Sisi
ways to strengthen relations and enhance
coordination.  The UAE has been a firm re-
gional backer of former army chief Sisi
since the military overthrew Islamist pres-
ident Mohamed Morsi in 2013. The UAE
and Egypt are also part of a Saudi-led al-
liance that cut relations with Qatar in June
2017, accusing it of bankrolling Islamist
extremist groups and of being too close to
regional rival Iran. Doha denied the accu-
sations. Cairo has been seeking investment
to boost its sagging economy and create

jobs.  Poor and middle-class Egyptians
have been bearing the brunt of harsh aus-
terity measures since 2016 when the gov-
ernment secured a $12-billion bailout from
the International Monetary Fund in ex-
change for tough economic reforms.
Nearly one in three Egyptians live below
the poverty line, according to official fig-
ures released in July. The reforms have met
with some pushback, fuelled by allegations
of graft among the political and military
elite. Rare, small-scale protests broke out

in September calling for Sisi’s removal after
an exiled Egyptian businessman accused
the president and top military brass of
rampant corruption. Egypt’s economy took
a battering in the immediate aftermath of
the revolution that toppled longtime auto-
crat Hosni Mubarak in 2011. Direct foreign
investment has grown to record levels in
recent years, but the national debt has bal-
looned since the pound was floated in No-
vember 2016, leading to a sharp
depreciation. — AFP 

Daimler seeks 1 bn 
euros in savings at 
Mercedes-Benz by 
cutting jobs
FRANKFURT: Tougher emissions rules will hit Daimler’s
profits in 2020 and 2021, prompting the German carmaker to
seek more than 1 billion euros ($1.1 billion) in savings from
cutting staff costs at its Mercedes-Benz business by the end
of 2022, it said yesterday. Daimler shares were down 2.3%
in early trading at 52.17 euros, the biggest decline on Ger-
many’s DAX blue-chip index, which was down 0.3%.

Management positions will be cut by around 10%, and
company said it would also seek more than 300 million euros
from cutting personnel costs - plus another 250 million euros
in fixed costs - at its trucks business. Daimler said it needed
to sell more electric vehicles to meet tougher European
Union rules which force carmakers to cut carbon dioxide
emissions from cars by 37.5% by 2030 compared with 2021
levels, and following a 40% cut between 2007 and 2021.

The company said it expected to achieve a return on
sales from operating activities at Mercedes-Benz Cars &
Vans of at least 4% in 2020 and at least 6% in 2022. Mer-
cedes-Benz expects car sales to grow by around 3% in
2020, but said potential trade tariffs and Brexit could de-
press the return on sales by up to 1%. Earlier this year,
Daimler had said it hoped to achieve a return on sales of
3% to 5% at Mercedes-Benz Cars. — Reuters

ABU DHABI: Egyptian President Abdel Fattah El-Sisi and the Crown Prince of Abu Dhabi,
Sheikh Mohamed bin Zayed Al-Nahyan, attend a welcome ceremony in the Emirati capital’s
Al-Watan presidential palace yesterday in Abu Dhabi. — AFP 

State industry overhaul plans follow pre-2011 sell-offs


