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DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT

WASHINGTON, D.C. 20523

UNCLASSIFIED
AID-DLC/P-2181
June 18, 1976

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

SUBJECT: EGYPT - Mehalla Text"ile Plant

Attached for your review is the recommendation for authorization
of a loan to the Arab Republic of Egypt ("Borrower") of not to
exceed Ninety-Six Million Dollars ($96,000,000), such funds to
be made available by subloan to Misr Spinning and Weaving Company
(lithe COOlpany") a publicly owned Egyptian corporation, to assist
in financing the foreign exchange costs of materials, equipment
and services for the modernization, improvement and construction
of cOOlpany facilities in Mahalla, Egypt.

No meeting has been scheduled for this project; however, if any
member wishes to have a meeting, please advise us immediately and
one will be scheduled.

Please note that your views are requested by close of business on
Thursday, June 24, 1976. If you are a voting a member a poll sheet
has been enclosed for your response.

Development Loan Committee
Office of Development Program Review

and Evaluation

Attachment:
Summary and RecOOlmendations
project Analysis
Annexes
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l'un~ncy ~quiyalt:'l\ Lti

Official Rutl' (the rate used throughout this parer)

1 Egyptian pound (L~) =lI. S. $2.56

1 U.S. dollar

·1 millime

Parallel Market Rate

=LE 0.391

= .001 Egyptian pound

1 Egyptian pound (LE) =,U.S. $1.55

1 U.S. dollar

Metric

1 meter

1 kilometer

1 squ:u:e kilometer

1 Mt'!tric ton

=LE 0.65

Weights and Measure~

= 3.28 feet

= L1.62 mile

=0.3861 square mile

= 1.10 U.S. short tons

Fiscal Year

•

Effective January 1, 1973, the Egyptian fiscal year became identical

with the Gregorian calendar year.
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EGYpt - MISR SPINNING AND WEAVING COMPANY

Fifteen (15) years maturity, including a
S-year grace period, on the repayment of
principal with interest of lot for the
entire IS-year period.

Forty (40) years, including a 10-year
grace period, on the repa;ment of principal
with interest at 2'. per ann\ID during the
grace period and 3'7. per annum thereafter.

The Goverllllent of Egypt (GOE)

Summary and RecolIIDendat ion

To Misr Spinning
& Weaving Co.:

To the Government:

5. Description of Project: The purpose of the project is to re
habilitate and expand the Misr Spinning
and Weaving Company CMehalla) located at
Mehalla El-Kubra, Egypt. The project will
provide for a substantial increase in
cotton, wollen, blends and garment produc
tion both for the domestic and export
market with attendent increases in foreign
exchange earnings. A.I.D. will provide
foreign exchange to be used for the
procurement of textile machinery and parts.
power station equipment and parts, work
shop and miscellaneous equipment, as well
as training and technical assistance. The
rehabilitation and expansion will (a) in
crease machine and labor productivity,
(b) improve product quality, (c ) increase
Mehalla's capability to produce blended
yarns and fabrics, ready-made ga~ents and
wider fabrics, and (d) ensure sustained and
continuous low cost power.

3. Amount of Loan: $96,000,000 (Ninety-Six Million Dollars)

1. Borrower:

4. Loan Terms: (Two-step loan arrangement)

2. Executing Enti ty: The Misr Spinning and Weaving Company

,
/
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6. Loan Application: The Government of Egypt has requested A.I.D.
to provide U.S. $96 million to finance the
U.S. share of the foreign exchange costs of
the project.

7. A.I.D. Representative View: USAID!Cairo has recommended authori
zation of the proposed loan.

8. Source of U.S. Funds: Fiscal Year 1976 Supporting Assistance.

9. Statutory Criteria: Satisfied. See Statutory Checklist,
Annex D.

10. Recommendation: That a loan in the amount of $96,000,000 be
authorized on te~s and conditions set forth
in the Draft Loan Authorization, Annex B.

11. Pro1ect Committees:

USAID/Cairo

Chairperson
Loan Off icer
Economist
Engineer
Legal Advisor

gD!Wash ington
Chairperson

.Loan Officer
Desk Officer
Engineer
Legal Advisor

Robert N. Bakley
Domenick J. Scarfo
Robert J. Maushammer
Philip R. Lewis
James R. Phippard

Thomas A. Sterner
Michael C. Egan
James R. Roberts
James Cooperman
Robert B. Meighan

iii
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I. INTROIUCTION

1.01 In late 1975, the Govermnent ot the Arab Republic of Egypt
(GOE) requested a loan from A.I.D. for $96 million to finance the
dollar costs of goods and services required to rehabilitate and
modernize the Misr Spinning and Weaving ,Company (Mehalla) textile
plant. The government's application is attached as Annex A. Sub
sequent to a series of discussions between Mission personnel ,and
repres:qtatives of the General Organization for Industrialization
(OOFI)Y and from Mehalla, it was agreed that the OOE would beccme
prime obligor for the A.I.D. loan. It was further agreed that
Mehalla, in turn, after receiving a loan for $96 million from the
OOE, would repay the GOE on cOllllJlercial terms (fifteen years to
maturity, five years grace period with a 10 percent rate of interest).

1.02 The project is a result of interest generated in the Egyptian
textile industry by a "Department of Commerce Textile Machinery Trade
Mission" which visited Egypt in May 1975. The project will have a
major impact on the U. S. textile machinery industry, one of our
most depressed industrial sectors. The totalcapital budget for
all U.S. textile firms for purchases of textile machinery in CY
1976 is estimated to be $800 million, of which $200 million will be
purchased outside the U.S. This project, therefore, will represent
more than a 10 percent increase in sales by the U.S. textile
machinery industry.

1.03 The Project is extremely important to the OOE for two
reasons. First, it assists Egypt's most important industry-
textiles":-which acco\Ults for 50 percent of Egypt's industrial sector
employment J 25 percent of its industrial output J and 60 percent of its
foreign exchange earnings. Second, Mehalla, the beneficiary of the loan,
is the largest textile company in Egypt employing over 35,000 ~ersons.

1.04 The Project is aimed at improving the quality, quantity and
efficiency of output of the Mehalla textile plant through expansion
and rehabilitation. To accomplish this, A.I.D. will provide the
necessary foreign exchange to be used for the procurement of textile
machinery and related training and technical management assistance
programs.

!I OOF! is an organization within the Ministry of Industry
responsible for approving and coordinating all new industrial
investment in Egypt, whether public or private sector.
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1.05 A contracted textile industry consultant team from Kurt
Sn.l.mon Associates, Inc. (KSA) was 1'unded under th~ Et~t Feasibility
f-t.udies Grant (;'(;3-ll-'N:)-0("3) to report on the tt':'l'lmieal and
economic feasibility of the rehabilitatiffil and expwlsion of the
Mduula teJCtile pl:U1t. KSA' s objective in studying the Mehalla
operation was to determine: (a) technical feasibility of a
r~habilitation plan prepared by the Mehalla staff; (b) the
suitability of the proposed equipment; (~) the adequacy of projec
tions for supervision, labor complements and skill requirements;
(d) the efficiency and adequacy of current and proposed utilization
of space; and (e) adequacy of auxiliary facilities and equipment.

1.06 In addition, the KSA team was tas.ked. with development of:
(a) recommendations for alternate equipment; (b) requirements for
technical assistance where necessary; (c) cost estimates for pro
posed equipment; and (d) an economic analysis of the proposed
project.

1.07 During their visit to Mehalla, they interviewed key~-
ment and supervisory personnel, observed individual manufacturing
units, obtained historical and current data on operating performance,
obtained sales, product and market data projections, discussed
rehabilitation plans and logical alternatives to proposed plans,
and reviewed tentative conclusions with the Mehalla manasement
staff.

1.08 The KSA team report was completed and forwarded to A.I.D.
in April 1976. A thorOUghly complete and professional report by
!<SA concluded that the proposed investment program for the Mehalla
textile plant was technically, economically and financially sound
based on the past and projected financial performance of the company.

1.09 This will be the United States' first assistance to Egypt's
textile industry since the resumption of aid to Egypt. We are,
however, considering two project loans in our FY 19TI progr!Ul1:
a loan of $15,000,000 to increase synthetic fiber production, and
a loan of $40,000,000 to increase the ability of the Egyptian
teXtile industry to meet growing domestic demand for cheaper
fabrics. The latter funding will be used to establish a plant for
the product~on of dimethyltexephthalate (DMT), the raw material for
the production of polyester staple and filament.

1.10 This paper will provide a detailed description of the
proposed investments. Differences from the investments proposed
by the Misr Spinning and Weaving Company in their "Study on Prospec
tive Extensions and Renewals" presented to A.I.D. in January 1976,

. compared to those recamnended by KSA, were resolved; and the invest
ments recommended in this paper have been agreed to by Mehalla.
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II. BACKGROUND

A. cotton Spinning and Weaving Industry - Historical Developnent

:?\11 The first vestiges of what might be called modern textile
manufacturing in Egypt date back to the first decades of the 19th
century when the monopolization of weav1ng and trading activities
occurred. In the early 1800's, the introduction of long staple
cotton gave heightened stimulus to government investment in the
industry. In the late 1800's, a second significant event toward
establishing a textile industry took place. The Egyptian Cotton
Mills Company built a spinning mill with 20,000 spindles • Although
the mills were protected by an 8 percent customs duty applied to
textile imports, the mills themselves were forced to pay. an excise
tax on all imports (1. e., raw cotton, coal, dyes and machinery)
forcing their shutdown in 1907. In the early 1900' s, cotton spinning
was virtuaJJ.y non-existent outside of the large mills previously
mentioned. In 1927 the industrial census listed only 27,184 people
occupied in the textile industry as a whole.

2.02 Up to World War II, the cotton industry consisted of very
small firms with only two considered modern--Misr Spinning and
Weaving and Filature Nationale. During World War II, the industry
was expanded and enjoyed an enormous improvement in its financial
position. The textile companies were for the most part able to
write off their equipment within a short period (six years in the
case of the Misr Spinning and Weaving Company).

2.03 After the war, the large spinning and weaving mills were
subjected by the Government to a system which required them to produce
specified quantities of low-grade cloth and sell it at fixed low
prices to satisfy domestic demand for cheap cotton cloth. In 1950,
a high tax on the export of raw cotton was dropped in favor of a
high tax 011 textile product exports. In the late 50's, the textile
export tax was eliminated, with subsidies for textile exports being
financed by an excise tax of 2.5 to 6.0 percent on the value of raw
cotton consumed by the mills.

2.04 Recent growth of Egyptian cotton textile exports has been
due primarily to the opening of large Eastern European markets.
Bilateral trade accounted for 48 percent of Egypt's total export~ of
cotton yarn and fabrics in 1970-7.;.. Although these bilateral trading
agreements have hiked nominal Egyptian export prices, it is difficult
to calculate the real prices received by the industry because they
depend upon the commodities received in exchange.
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~. structure of the Textile Industry

2.l)') Durint; llationalization of industrial ent~rI'rises in 1')61,
mo~~t of the existing textile canpanies became stat0-owned and were
until the end of 1975 incorporated into the Egyptian General
Organization for Spimlillg and Weaving (EGOSW). E(',{)SW was a
holding company reporting to the Ministry of Industry, and was
responsible for operating, coordinating, supervising and developing
the textil~ sector. In 1974, the 27 textile companies in the
pUblic sector had combined sales of LE 401 million (U.S. $1,027
million) and employed 266,000 persons (Anuex F). A1though some of
the companies had a small number of residual private shareholders,
over 95 percent of the shares were owned by EGOSW.

2.06 By Presidential Decree No. III dated September 4, 1975", all
General Organizations, inclUding EGOSW, were dissolved effective
December 31, 1975 and all shares of the former sUbsidiary companies
were transferred from EGOSW to the Government. The decree removed
EGOSW as an inter.mediary and made the companies directly responsible
to the Ministry of Industry. EGOSW has been replaced by the Higher
Council 'Which is presided over by the Minister of Industry. The
Council members comprise the Chairmen of the Boards of all the 30
textile pUblic sector companies, as well as representatives of the
Ministries of Finance, Agriculture, Planning and Economy. The
Higher Council has advisory rather than line responsibilities, arid
'While the purpose of the decree is to give greater freedom and
fleXibility to the managements of the individual companies and
hence to permit them to act in a more competitive manner, specific
policies in these areas will still have to be determined. The
management and the structure of the individual companies have not
been affected by the abolishment of EGOSW.

C. Organization, Operation and Financial Performance of the
Textile Industry

2.07 Orga.r;!.ization. The textile industry covers a wide range of
activities such as spinning, weaving, converting, knitting and garment
manufacturing. Sinc~ionalizationin 1963, all spinning and con
verting, as well as 70 percent o'f weaving, 45 percent of knitting and
30 percent of garment manufacturing have been part of the public
sector,the balance being carried out by several hundred smal.1 com
panies in the private sector. Because of the dominant position of
the public sector and because only limited statistical data are
available about the private sector, the historical ~ituation of the
textile industry can best be described in ter.ms of data on public
sector firms.

2.08 The 27 public sector companies for.merly controlled by EGOSW
produce mostly cotton textiles but also manufacture synthetic fibers,
jute products, carpets and spare parts for textile'machinery. Each
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of these compa.nies had and still has a siJnilur orga.nizational structure
with Boards consisting of a Chairman, four executive directors repre
senting the management, and four members elected from and by the
employees.

2.0Q Qperations. In the last eight years (1968-75), the number
of spindles and looms increased by about 40 percent and 30 percent,
respectively. -Also, output per loom increased by 15 .
percent as modern equipment was installed. Nevertheless, investments
in new facilities and the rate of replacement of obsolete equipnent
during this period have been far from adequate since--despite full
capacity utilization of the industry and a good potential for exports-
domestic consumptiQp oftextUes showed only a modest increase and
textile-exports decreased. All mills operate four shifts, 350 ~s
per year. Consequently, regular repairs and maintenance have to be
carried out during working hours, affecting adversely efficiency and
actual capacity utilization. The mills are· operated by local
management and technicians and, in view of the age of the equipment-
more than half is over 25 years old--and a continuous shortage of
spare parts that makes working conditions and maintenance particularly
difficult, the perfoxmance of management and supervisory personnel
for most of the companies must be rated as highly satisfactory. At
the same time, because of Government employment policies, the mills
are heavily overstaffed. These factors combine to make labor produc
tivity SUbstantially lower than in the U.S. and Western Europe, but
still higher than in most other developing countries.

2.10 Domestic cotton is the industry's major raw material and
aCCollilts for 96 percent of fiber input. In 1975, 48.7 percent
(218,000 tons) of domestic cotton production was consumed locally by
the textile mills; the rest was exported and continued to constitute
Egypt's most vaJ.uable single export crop. In 1974,. the last year for·
which complete export data are available, ex;ports'of cotton and cotton
products accounted for about 70 percent of the value of all Egyptian
exports. In the same year, exports of' cotton yarn and fabrics
accounted for 43 percent of exports of semi-finished and finished
products.

2.11 Financial Position of the Textile Industry. An analysis of
the consolidated income statements and balance sheets for EGOSW for
the yea::s 1968-74 (Annex F) reveals that a careful control of input
and output prices has been exercised since all operating ratios have
stayed remarkably constant.
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i':G('~~\\ - l\l'Y ilh;toricaJ. Flll3lh'ial ;rlta
. (In Million LE)

1968 1970 1972 1974,--
Sal.es 243 258 308 401
Profit after Tax 18 21 25 44
Gross Fixed Assets 183 203 236 269
Total Assets 323 354 401 514

Profit after Tax as 10 of Sales 7.4 8.1 8.1 11.0

During the same period, internal. cash generation of the EGOSW ccm
panies 'WaS of the order of LE 269 million (U.S. $689 million) while
total investment 'Was only about LE 137 mUlion, or about half. Of
the'difference, some 25 percent 'Was paid to the workers and the
remaining 75 percent went to the Government I s budget in the form
of dividends as required by law. Leverage is quite low with a
debt/equity ratio of 23/77 for EGOSW as a whole as of the end of
1')74. The foreign exchange for purchasing textile machinery has
came mostly from bilateral sources and fran the Government's
reserves.

2.12 Overall, the industry has a good financial record--the
, problem being not generation but inadequate retention of earnings

/ for maintenance and new investment. Tlte substantial. transfers by
I the industry ·to-:1'l.e Government..-requ1red by law and the shortage of

\q:"..J foreign exchange have limited the ability of the individual
\~.I," \ companies to replace obsolete equipment and invest in new facilities.
'\ \ Since the majority of Egypt's textile machine~ is very old, there is

'\.'\....J. no doubt that tae textile industry ldil require substantial
):. investments.

2.13 A related matter is the complete financial dependence of the
individual companies on the Government. Up to now, the companies have
had no freedom in using their self-generated funds and the only vehicle
of obtaining f\lllds has been the annual budget. As a sequel to the
abolishment of the General Organizations, the Ministry of Finance is
now in the process of developing a new financial policy for all
public sector companies. This is e~ected to allow the companies
more freedom in making use of their own funds and in borrowing fran
banks. At this t1l!1e, however, it is difficult to predict when this
new policy will become effective and what specific form it will take.

D. Mehalla

2.14 Brief RistoR' Mehalla is one of the world's larger textile
companies and its mi s at Mehalla El-Kubra comprise the largest
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textile complex in the world at one single location. Mehalla is
located midway between Cairo and Alexandria. Production started in
1931 with cotton spinning and weaving. Wool mills were added in
1039 and garment manufacturing started in 1957.

2.15 During its early period, the company concentrated its efforts
on establishing its products in the domestic market. DuringWorld
War II, thecampany benefitted from the reduction of imported textiles
to further expand and solidify its position in the domestic market.
Around 1950, the company began to export its products, and exports
today are an important contribution to the company's sales and
profits.

2.16 Nationalization of the company was started in 1961 and com-
pleted in 1963.

2.17 Products. Today, Mehalla is a vertically integrated textile
comp8Jly, from fiber to finished product. The primary products currently
produced are as follows:

(a) Cotton Yarns

Coarse, medium and fine counts. Greige, mercerized, bleached
and dyed. Singles, doubled and cabled. Used for weaving, knitting,
sewing thread and fish nets.

(b) Cotton Fabrics

Fab:::-ics of various widths, constructions and weights for apparel,
industrial uses and home furnishings. Greige, piece dyed, yarn
dyed and print ed.

(c) Woolen, Worsted and Wool Blend Yarns

Yarns for weaving and knitting.

(d) Woolen, Worsted and Woolen Blend Fabrics

Yarn dyed and piece dyed for use in apparel.

(e) Ready-made Garments

Including shirts, pajamas, trousers, work suits, military
uniforms, aprons, shop coats and other miscellaneous apparel
products.

(f) Home Furnishings

Towels, blankets, "tablecloths, napkins, sheets and pillowcases,
Cotton/wool, gauze bandages and surgical dressings.

: I

I I
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2.18 In 1975, the company produced approximately 34,800 tons of
cotton yarn and 141 million meters of cotton fabric. Approximately
1.1 million meters of the fabric were dyed and 57 million meters were
printed. Approximately 1,880 tons of woolen and worsted yarns and
2,B80,OOO meters of woolen and worsted fabrics were produced. Blanket
production was approximately 70,000 units and approximately 6 million
units of apparel and textile consumer products were fabricated.

2.19 Physical. Size and Structure. The company covers an area of
approximately 640 acres. Within this canplex are located the
following manufacturing facilities:

Cotton System Spinning Plants 6
Yarn Twisting Unit 1
Central Slashing Department 1
Waste Plant 1
Cotton Weaving Sheds 13
Integrated Cotton Bleaching, D,yeing, Printing

and Finishing Plant 1
Woolen Plant comprising Woolen and Worsted Spinning,

Weaving, D,yeing and Finishing 1
Cotton Wool Plant 1
Apparel Plant 1

2.20 Position 'Within the Textile Industry. In 1975, the canpany's
position within the Egyptian public textile sector was as follows.

- Produced 15 percent of the sector's production value
- Accounted for 17.8 percent of the sector's exports
- Accounted for 12.1 percent of the sector's domestic sales
- Accounted for 13.4 percent of the sector's total sales
- Employed 12.4 percent of the sector's total employees
- Paid 15 percent of the sector's totaJ. wages
- 1975 saJ.es volume of the company was LE 54,881,000
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III. THE PROJECT

j. \11 'rhe pro,jed w111 l'chubilitate aud expand. t.he Misr Spinning
:uld Weavillf, Company lOl~n.t.('d. at Mehalla El-Kubra 1 Ef~vpt (Mehalla.).
Heha.bilitation of the plant is designed. to improve the quality,
quantity and efficiency of output. To accomplish the above, A.I.D.
will provide foreign exchange to be used for the procurement of
textUe machinery and parts, power station machinery and parts,
workshop machinery, miscellaneous equipment, as well as training and
technical assistance. This modernization and, expansion will: (a)
increase machine efficiencies; (b) improve product quality; (c )
increase M~l1a.lla's capabUity to produce blende.d...ya.rns and fabrics,
ready-made garments and wider fabrics; and (d) ensure sustained and
continuous low-cost power.

3.02 Specifically, the proposed investments are focused on 12
categories:

(a) New Cotton Yarn Spinning Mill

Objective : To create additional capacity for producing medium
count yarns and to spin cotton/polyester cotton blends.

(b) New Looms, Warpers and Slashers and Auxiliary EquiI!llent for
Cotton Weaving

Objective: To expand cotton weaving capacity.

(c) Rehabilitation of Existing Equipment

Objective: To overhaul dated equipment to improve productivity
and quality.

(d) New Twisting and Sewing Thread Equipment

Object i ve : To expand capacity and permit sewing thread manu
facture for possible external sales.

(e) New Cotton pyeing, Printing an~ Finishing Equipment

Objective: To increase capacity, to pe~it dyeing and
finishing of a higher volume of cotton/polyester fabrics, pe~it
expanded mercerizing, allow for wider sheet printing and improve
overall quality levels.

(f) New Wool Mill Spinning Equipment

Objective: To expand capacity, replace obsolete equipment,
improve quality and permit special fin~shes for fabrics.
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Obj\O~t i ve: To in~rease labor produdi \Tity, inrprovc
quality and expand capacity.

(h) An Addition to Mehalla I s Existing Powe!: Plant Consisting of
a 20-Mesawatt Tu-£bine Genera~or, a 15U-Ton Per Hour Boiler
plus Auxiliary Eq,£pment

Objective: To provide additional power and steam capacity
and update existing equipment.

(i) New Foundry, Heat Treatment Shop and Related Equipnent

Objective: To improve quality of cast iron for making
replacement parts.

(j) Overall Materials Handling System

Objective: To reduce labor requirements and costs, improve
materials flow, and to reduce bottlenecks and downtime.

(k) New Firetrucks e.nd Related Fire Detection Equipnent

Objecti ve: To improve fire detection and fire-fighting
capability.

(1) Technical Assistance

Objective: To pl'ovide Mehalla staff with training and
assistance in modern textile management techniques and related
topics.

3.03 The following sections in this paper provide a detailed account
of each of the twelve investment areas. A logical framework is included
as Annex E.
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IV. MANAGEMENI' AND LABOR

A. Mehall.a' s \Jr[;ani~ation

4.01 Mehalla's organization chart is presented in Annex G.
Briefly, the Board of Mehalla is composed of a Chairman, four
executive directors and four members elected from among the workers.
There is no outside representation on the Board. Each of the four
executive directors brings to the Board his knowledge and experience
in his Particular area of responsibility -- namely, Commerce and
Marketing, Financing, Administration and Engineering.

4.a2 Decisions on all important matters are taken by a majority
vote during the Board's monthly meetings. It should be mentioned
that, under Egyptian law, public sector cc;mP81lies must include
representatives of labor. The Boards of private sector companies
are selected freely, and the composition of the Board is a matter
solely for the enterpirse to determine.

B. Senior Management

4.03 In other d.eveloping countries, public sector companies are
generally inefficient and are managed by a group of less than qualified
civil servants. Mehalla I s management, on the other hand, is capable,
and each individual has at least 15 years'experience in the textile
industry. 'A listing cf Mehall.a's mariagement, including the individual's
name , title, age, years of experience and level of formal education is
found in Annex H.

4.04 Public Sector companies"in Egypt operate under a disadvantage
in that management salaries are fixed by the GOE, For example, Mehalla's
senior management monthly salaries range fran. LE 100 to LE 250 (approxi
mately $250 - $650), with the Chairman of Mehalla being the only one
to receive LE 250. '10 attract capable mid and upper-level management
personnel, Mehall.a has instituted a fine fringe benefit program
including, Emong other things, free housing and utilities, tree medical
care, free schooling and a bonus plan. Depending on annual profits,
an annual bonus of LE 50 maximum can be paid to Mehalla' s employees
and a maximum of LE 100 to Mehalla's management.

4.05 The 42 managers of the company range in age from. 40 to 59 and
in experience, from 18 to 41 years. All of the managers have college
degrees or vocational diplcmas. Five of the managers have received
additional. education in the United Kingdom. and one in the United States.
Women hold several. key management positions.

4.06 The managerial. staff, for the most part, appears to be
capable and dedicated. The esprit de corps among the managerial
group appears to be very high. The top maIlagement leadership is
outstanding.
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1.7
4.0
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4.5
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Egypt (Mehalla)
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Hong Kong
Pakistan
United States
Tunisia

4.10 To address the overstaffing problem, Mehalla has now ceased
hiring new employ~es and, at the suggestion of the KSA Team, will con
tinue to operate some units that it had planned to scrap. For example,
Mehall.. had planned to replace Mill No.2, the lzast efficient,
with the mill to be financed by this loan. It has now agreed to

4.09 As stated above, the age and condition of Mehalla's equipment
contributes to tAe low labor productivity. This can be seen from
the variances between two of Mehalla's six spinning mills. Mill No. :!
(1951) is equipp;;;d with older, more labor-intensive machinery; while
Mill No. 6 is more modern, although not ;:he most modern. In Mill
No.3, labor cost is 13.7 piasters per kg compared to 07.2 piasters
per kg in Mill No.6. :n Mill No.3, labor cost& re~resent 21.2 percen~

of manufacturing costs, while only 12.4 percem: in Mill No.6.

4.08 Average overall labor productivity at Mehalla c~pares rather
unfavorably with textile companies in almost any country in the world;
increasing labor productivity is the c~pany's most pressing problem.
Although older machinery is responsible to some degree, the primary
problem is overstaffing. To illustrate the low productivity point,
the following tables show averages in selected typical countries,
for cotton spinning and weaving, as compared with Mehallal

4.07 Mehalla employes approximately 35,400 persons. In 1975, 925
persons were hired and 1,067 persons left for all reasons; thus the
annual labor turnover was only about three percent. Over the next
five years, 2,992 employees are expected to retire; approximately
eight percent of current employment. In 1975, absenteeism averaged
about four percent when military training and service and annual leave
are excluded; the figure is about 25 percent when these items are
included. The distribution of employees by department is shown in
Annex F, Page 1.
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continue operating Mill No.2, producing products where quality is not
a determining factor on sales, and bringing the new mill in as No.7 •

. The new mill will also be staffed with only 499 employees -- much below
the present average. Annex I shows the proposed staffing for Mill
No.7 compared with (a) the average of Meha.lla.'s two best mills, and
(b) the ideal staffing.

D. Training Center

4.11 Mehalla operates a training center which provides prevocational
training for approximately 600 persons each year; vocational training
for about 1,000 persons; and various managerial, supervision, prodUC
tivity and·cultural programs for another 2,400. Additional training
(to about 1,200 persons a year) is given to employees of other companies
including foreign textile firms. The center's staff consists of l~
full-time employees and 105 part-time employees drawn fran: the operating
departments. A summary of the training center and i ts activities is
included as Annex J.

4.12 Section V of this paper includes a description of the technical
assistance which is an integral part of this project. It is planned
to carry out much of the instruction for the cost reduction programs
from Mehalla's training center. Also, it is hoped that Mill No.7 will
serve as a model for staffing, operating and maintaining a; modern
spinning mill. It will also serve as a showcase for American equipment.

E. GOE Role in Mehalla

4.13 The GOE exercises substantial control on Mehalla and other
public sector companies, mainly through the GOE' 1:1 price-fixing
mechanism. The Egyptian labor wage structure rests on legislation
establishing minimum wage rates -- in January 1976 it was LE 12 (about
$31) per month -- in both public and private sectors. Wage increases
are not formally linked to increases in productivity but tend to be
awarded to keep up with the rising cost of living. In the past two
years, price rises have exceeded wage increases ~1d thus 1 there has
been a fall in average real wages of about 1.5 percent. One htmdred
percent of the raw cotton required by the public sector textile
companies is furnished by the GOE at a fixed price. Quantities and
prices of "rationed" goods (cotton fabrics) to be sold on thE" local
market are established by the GOE, as are textile products for export.
These areas are covered in some depth in the Pricing Polio-y section
of this paper. All plans for rehabilitation, expansion or modernization
also require the approval of the GOE. The GOE, however, does not
interfere at all with Mehalla's internal policies and operations.

I
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v. TECHNICAL ANALYSIS

5.01 Egypt is a major producer of cotton. Production increased
until 1970 when 541,000 tons were produced, accounting for 4.7 percent
of world production. By 1975, production of cotton decrea.sed to
448,000 tons; while in the period 1970-75, domestic consumption of
cotton fabrics increased from 117,000 to 146,000 tons. In the period
1967-1973, Egyptian cotton exports, ninety percent of which is long
and extra-long staple in which Egypt has a dominant position, averaged
288,000 tons per annum. In 1974, exports dropped to 260,000 tons and
in 1975, to 207,000 tons. The following tables show the statistics
in tabul.ar form.

A. Cotton and Raw Materials

'"......--------- .._---- --
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5.~ The World Bank has estimated the supply/demand for cotton,
other fibers, yarn and fabric s as follows.

PRODUCTION OUTLET FWW FOR FIBERS YARN AND FABRICS*
in thousand metric tons

...

1975 ~ ~

Cotton Crop 448 431 412
Cotton Export 230 169 116
Cotton Consumption 218 262 296
Fibers other than Cotton 15 42 67
Fiber Consumption 233 304 363
Cotton Type Yarn Production 186 255 305
Other Yarne 17 13 23
Total Yarn Production 203 268 328
Yarn Export 46 46 46
Yarn Consumption 157 222 282
Fabric Production 147 211 268
Fa.bric Imports 18
Fabric Exports 19 21 23
Fabric Consumption 146 190 245
Fabric Consumption in kg per Capita 3.9 5.1 6.5

*Annex K shows Production by type of textile and end user
for each year, in chart four.

5.03 The supply/demand balance for cotton and cotton production
indicates tta t by 1985 Egypt will have available only 116,000 tons'
for export, less than half of the currer.t average. The prime reason
for this decrease is the increase in population which has had a two
fold effec,t. On one hand, the limited amount of arable land has to
accommodate an increased demand for food/crops; while on the other
hand, more cotton is required to clothe the growing population. Another
factor is Egypt's desire to increase the axport of fabrics, thereby
earning the added value required to convert fiber fabric.

5.04 For Egypt to maximize its foreign exchange revenues, it can
import cheaper sh.ort staple cotton and release more valuable long
and extra-long E€;yptian cotton for export. The traditional price
relationship between short staple and Egyptian long and extra-iong
cotton has been $0.71 and $0.56, respect~vcly. Import of foreign
cotton has been cunsiaered on several occasions by the Government and,
until recent~r, rejected on the advice of Egyptian agriculture experts,
who feared that imported cotton could carry diseases capable of
infecting and destroying"Ghe 'local crop. However, trials ,indicate
that short staple cotton can be imported and utilized safely in the'
area of the city of Alexandria.
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',.O!, Another ll\l'n8Ilrl~ t\.' a.llevia.te the short,ai~l' \.'1' fibers wonLl be
impl)rt.n.ti.on 8.11-\..'01' 10e~u. pr\.)dnl'tion of polyl.'st.er fibprs in Egypt to
l"l'lt'l\st:' long st.n.l'le ~ott.on 1'01' export. Poly,es tel' CWl be e6sil,.v bl~n'\t'l\

with coLton. I\Jl,.vest.er-\.'I.'lt.l.)Jl {b';/35) blen,\pd rnbrh~s nrc superior tIl

!lX' percent cotton in tenns of durability, dimensilma.l stabilit.y, and
easy-eare characteristics. Use of synthetic fibers in Egypt is
economically sound as polyester staple can be landed in Alexandria
at $0.50 per pound FOB compared with Egyptian cotton which, even at
current depressed prices, commands between $0.80 and $1.25 per pound
(average $0.90) FOB Egyptian port. The long-range price trend also
favors polyester. Since 1966, the price of cotton has increased from
$0.29 to $0.64 per pound while the price of polyester, despite the
quadrupling of oil prices, dropped in the U.S. domestic market from
$0.80 to $0.55 per pound. The trend toward polyester is worldwide,
both in developed as well as developing countries. In the period
1967-1971, world imports of man-made fabrics increased from $682 to
$1,263 million; i.e., by 85 percent, or twice the rate of growth of
cotton fabrics. While in 1960 cotton accounted for 68 percent of all
fibers used in the world, by 1972 this figure had decreased to 52
percent, and it is estimated that by 1985 the cotton share m8¥ be as
low as 44 percent. On the other hand, the share of polyester increased
from one percent in 1960 to 11 percent in 1972 and is expected to
reach 25 percent in 1985. '

B. Facilities

1. Processing

5.()) Production facilities consist of two completely integrated
systems for cotton and wool -- going framfiber to finished products
and supporting facilities consisting of a ~4 M-1 captive power plant,
foundry and workshops, fire fighting equipment and an administrative
and housing complex.

5.07 Mehalla's cotton system consists of six spinning mills with
a total of approximately 280,000 spindles; 13 weaving sheds with a
total of 4,854 looms; and dyeing, printingl and finishing facilities
capable of processing 128 million meters of fabric a year.

5.08 Mehalla's wool~stem consists of nine woolen cards; 3,636
woolen spindles and 10, worsted spindle~; 176 looms; 16 cambers;
and related equipment (shearing, dyeing, etc.).

5.09 At various points in both processes, products are either
sold or further processed to a more finished state, including the

, manufacture of household items (blankets, '~owels) and garm.ets. The
flow of the material may be saen fram the fol:owing table.

L'



...

Page 17 of 52

Mehal.la's 1976 Production Plan
Finished

Cotton Wool Garments
Cotton Cotton Cotton Wool Wool

Yarn Fabrics Gauze Yarn Fabrics
(m') (000 Meters ) (m' ) llitl (000 Meters) (000 Units)

Export 7,000 45,000 650 2,283

Domestic
~

8~,500 1,000 540 21560
~,700 12 ,500 1,650 540 2,560 ,522

Internal 26,500 20 1000 11390 760
Total 35,200 148,500 1,650 1,930 3,320 6,522

5.10 For Mehalla's cotton system this project will (a) add one
new spinning mill of 54,078 spindles, with flexibility to spin cottonl
polyester blends; (b) increase weaving capacity by a net addition of
214 100mB (670 new, 456 scrapped) and the rehabilitation of 894
weaving looms, 3,570 winding spindles and 144 combing heads; (c)
increase the capacity to produce twisting and sewing thread by adding
new twisters, reeling machines, winders and mercerizing equipment;
and (d) a wide range of equipment for dyeing,printing and finishing
facilities.

5.11 'Upon completion of the addition and renovations to the cotton
system, produc~ion will increase as follows:

Cotton System

19'"(6 vs 1980

Cotton Yarn Cotton Fabrics Cotton Gauze
(MI' ) (000 meters) (M!')

1976 1980 1976 1980 !276 ~

Export 7,000 12,000 45,000 55,OOC 650 650

Domestic 1,700 1,000 83,500 85,800 1 000 1,000
8,700 13,000 128,500 140,800 1:650 1,650

Internal 26,500 flE,200 20 1000 22,800
Total 35,200 ,500 148,500 163,600 i,6:50 1,650

5.12 For Mehalla's wool system, this project will provide new
woolen spinning equipment, new worsted spinning equipment, three
new warpers, new weft winding equipment, 151 new loOIllf and fabric
finishing and inspection equipment. Upon completion of the project,
production will increase as follows.
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2. Power Plant

Wool System

5.15 Mehalla' s power plant was erected in two stages apd was
started in 1948. Initially installed capacit~r was 20,000 KW, delivered
by two turbogenerators of 10,000 KW each built by Metropolitan Vickers.
Two standby' units of 2.5 Megawatts each completed the initiaJ. gellerating
section. In 1948, tr~ee oil-fired boilers were erected, followed in
1956 by a fourth boiler -- oil-fired but convertible to coal. Each
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1976 vs 1980

5.14 Mehalla's textile plant requires steam at various stages
of its manufacturing process. Given the fact that Mehall~ must generate
this steam, it is more economicaJ. to pass the steam through a turbine
generator) prior to utilbing :.t in manufacturing, and genera.te
electric power. Also, Mehalla' s plant operates 350 days a year,
24 hours a day. Given the criticaJ. nature 0:' the manufacturing
process~ a reliable, continuous power supply is a must. Purchasing
and selling power to the Electric Authority is ac~omplishedby a
connection with the nationaJ. grid.

5.13 The other major investment in processing equipment in this
proposed project will be in the garment plant, where 435 sewing and
finishing machines will be scrapped and new ones added; plus the
purchase of a range of auxiliary equipment (cutting tables and
.kIlives, spreading machines, drills, etc.) With this new equipment
in production, output is expected to increase as follows.
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one of these four boilers, part of the initial stage, has a rated
capacity of 45 tons per hour. The initial power plant was built on
a 3,000-square meter area, not including smoke stacks and cooling
towers. Another 2,400 square meters were added to the second stage
in 1959 to install two Skoda turbogenerators of 12,000 KW each,
raising the total generating capacity to 44,000 KW. The second
stage included two oil-fired boilers, each of 110 tons per hour
capac i ty. Maintenance problems caused primaril,y by the age of. the
equipment have seriously affected generating capacity, and Mehalla
obtains a portion of its daily consumption from the grid.

5.16 The present average power consumption is estimated at 26,000
I\"W and peak consumption at 29,500 KW. Since the canplex includes

, very many individual consumption points, mostly operating in three
shifts, the peak consumption is not significantl,y different tram the
average and approximately fifteen (15) percent higher.

5.17 Aside from the present need for additional power, this project
will further increase demand. The new spinning plant (No.7), including
refrigeration (for polyester), is estimated to consume 4,000 KW per
hour. The expansions in wool and garment manufacturing will account
for another 1,500 KW per hour. In addition, the more modern equipment
replacing old equipment requires a higher power consumption (but lower
labor cost).

5.18 In summary, after implementation of the project, power
requirements will increase from an average 26,000 KW to about 33,000 KS;
peak requirements are approxi.matel,y fifteen (15) percent over average.
To cover peak and to average an economic load, a reserve of thirty (30)
percent will be required -- or generating capacity will need to be
about 47,000 KW.

5.19 To ~eet Mehalla's increased power requirements, one 20,000
K\-I turbine generator and one 150-ton per hour boiler, plus ancillary
equipment, will b~ purchased from the proceeds of this loan. This
will bring installed generating capacity to 60,000 KW, slightl,y
more than will be required after the completion of thiB project.
Given, however, the age of the generating equipment -- and that
Mehalla will continlA.e to replace outdated eq:.rl.pment, the 20,000 KW
addition is justif:ted.

3. Foundry and Horksho12!

5.20 Mehalla's central maintenance department includes sheet
metal, steel ~d woodwork shops, a foundrY and electric repair
facilities. The mechanical section produces some 1,400,000 parts a
year representing more than 90 percent of the metallic spares for
the entire canplex. The woodwork shop's annual OUt.PIli~ is 1,500;000
pims, 1'75,000 :.nis~ellaneous wood parts, and 17,000 packing cases
for yarn export. The department empluys 1,093 people including 64
st:.pervisors, 712 skilled and 262 unskilled workers, and 55 clerical
staff.

'\
F



5.21 In a textile mill in a developed country, facilities would
be much smaller than at Mehalla. Foreign exchange, however, has been
available in only limited amounts and to maintain production, Mehall.a
has been forced to manufacture most of its spare parts. Mehall.aIS"

success in this endeavor has been spotty with the poorest performance
in wooden parts.

5.22 Considering, however, the size and vulnerability of Mehalla I s
operation, and based on past, and possible future, foreign exchange
contraints, it is logical and desirable that Mehalla maintain a
certain degree of self-reliance in spare parts manufactured. Mehalla,
however, will review regularly with the GOE the desirability of
importing the more complicated parts and those where quality and
tolerances have a bearing on machine performance or product qua11ty.

5.23 To increase the quality and the quantity of the spare parts,
Mehalla will continue to manufacture, KSA has reconmended that
Mehalla purchase two new furnaces (one cupola and one induction)
and replacement equipment for heat treating, forging and measuring
and calibration with the proceeds from this loan.

4. Fire Protection

5.24 As with any firm handling inflamable material, the possibility
of a fire is great; and for a textile company would be disastrous if
one occurred. Mehalla' s last major fire was in 1975 in an open cotton
storage area. The loss was estimated at LE 3,000,000. Since then,
Mehalla has improved its fire protection system including its addition
of two fire trucks in 1972 to bring its fleet to three. It still,
however, needs additional fire trucks, one of which must be capable
of use in multi-story buildings. And two critical areas still need
fire detection equipment -- the open cotton warehouses and the garment
plant. It is proposed that two fire trucks, fire detection equipment,
plus some miscellaneous i terns be financed from this loan.

5. Material Handling

5.25 The size and complexity of Mehalla requires that yarn and
cloth be moved among various facilities continuously; particula.rly
in cotton operatio~ls where six spinning mills feed 13 weaving locations.
Improper, or poor, material hand.)..ing has a major, or disproportionate
effect on manufacturing cost primarily through scheduling disruptions,
product damage a..1d product soilage. At Mehalla most of the material
is moved manually -- individuals pushing and pulling yarn trucks among
various locations, often outside. Also, the movement of material is
not logically planned; a result of ~rehall.a's growth in stages over ~

fifty year period. Fr-r example, central collection and dispatch of
material is rarely used, despite the obvious advantages in certain areas,
with each sub-operati~n haVing its own individual system t~ treat this
problem, and hopefully correct it, Meha1la will employ a U.S. consulting
firm to survey the entire system and prepare a plan for the improvement
of the system. The study will be conducted in three phases -- an
analysis and conceptual design phase) a detaiLed design phase, and an
implementation stage.
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c. 'l'echnicul Assi:.> kUl,'t'

11.~~\' Technical assistMce proposed to be includt>,l in this projec t.
fuJJ. into two categories; la) those directly connecteJ. with project
expenditures te.g., materials handling study, new pla.nt start-ups
assistance) and (b) those concerning existing operations (e.g.,
industrial engineering, waste control program). Cost-wise the
assistance will more than pay for themselves through cost reductions
and increased production.

The Technical Assistance Program

Master Development Plan
Materials Handling Study
Equipment Specifications
Bid Evaluations
Survey of Cotton Spinning and Weaving
Waste Control Program in Cotton Spinning
Production Control Program in Cotton Spinning
Cost Reduction Program in Cotton Spinning
Start-up Assistance in New Yarn Mill
Engineering of Warping and Sizing
Waste Control Program in Cotton Weaving
Production Control Program in Cotton Weaving
Cost Reduction Program in Cotton Weaving
Garment Factory - Training and Reorganization

D. Cost Estimate

5.28 The capital cost has been estimated by KSA and reviewed by
Mehalla and A.I .D. Most costs were based dn market prices effective
in March and April of 1976. The total c&pital cost, expressed in
dollars at the official exchange rate, is $133,799,762 of which
$38,164,414 is Egyptian ~ound costs and $95,635,548 is foreign exchange
cost. The base cost estimate is eqUivalent to $~06~2ll,698 ($30,~69J497

in Egyptian pounds and $76,042,192 in foreign exchwge) 0:'" \'rhich
$81~683,289, of 77 percent, is for textile machinery; $2~~799,400 of
21 percent is for service equipment and ~acilities; and $2,729,000,
or two percent, is for technical assist&.llce. The base cost estimate
has been increased by ten percent for cc~tingencies, or $10,410,689
and the base cost estimate plus conJ.:;ingencies has been increased by
15 percent for inflation.

5.29 We and Mehalla consider the cost estimate to be reasonable.
A summary of the capital cost, showing Mehalla's original investme~t

plan and the final investment plan based on the !<SA st'-lQy follows in
the Summary Table. Details of each cost category are includec. as
Annex M.



SUMMARV OF PROPOSED AND SUGGESTED INVESTMENT PLAN

Investments In,~stments

As Projected As Suggested
By Mehall. By KSA

Foreign Local Foreign Local Ori~inal

Item Exchange Currency Tot'" Exchange Currency Total ,A .1.0. Request
No. Imlestmeot r~an io US$ in US$ US$ inUS$ in US$ US$ Ref. Annex 13

1. Cotton Varn Mili 7 13,560,300 3.633,000 17,193,300 20,423,000 7,891,500 28,314.500 T..lJ'e 1
2. Cotton Wenirig 18,099,200 1538,400 19,637,600 12,253,740 2,546,800 14,800.540 Tdble 2
3. Rehabilitation Cotton Equipment , Not Heqloolsted 1,386,750 180,500 1,567,250 None
4. Twisting an~ Sewing; Thread Not Requested 875,250 119,000 994,250 ":one
5. Cotton Finishil'9 9,OH2,8BO - 9,082,880 9,156,210 7,942,869 17,e.1,079 T... b'e 3
6. Woolen and Worsted 17,258,000 384,600 17,642,600 12,106,/16 3,762,486 15,869.202 Tdbl.:s 6 - 12
7. Apparel 2,564,000 - 2,564.,000 3,310,526 351,942 1.(j' ?,468 Tallie 13
8. Power Station 6,758,OOC 2.S64.000 9,322,000 10,763,000 6,829,500 17,592,500 Table 4
9. Foundrv and SboD.$ 8iO.CCC RHO 000 R7R nnn ~'q Rnn 1047' 00 T~'eS

IU. M"l~l ..,!) i Jar-dting 1,000,000 - 1,000,000 2,440,000 3JO,400 2,170,400 fable 14
11. Fire Protection l,OOu,OOO - 1,000,000 344,000 44,700 388,700 T"ble 14

Sflbtotal 70,20?,~80 8,12",,000 78,322,380 13,937,192 30,169,497 104,106,689

Freight + Ir,surance 7,020,000 - 7,020,000 Includerl in Individualflans
Import Duti~ - 9,346,000 9,346,000 Included in Individual Plans
Clearir.g + P.ccal Transport. - 1,756,000 1,756,000 Included in Individual Plans
Ere'tion 377,000 690,000 1,067,000 Included in L; lividual Plans

Grand Total Before Contingr·ncies 77,5:;9,380 19,912,000 97,511,380 73,937,192 30,169,497 104,106,689
'"d
lD

Conting!ncies (15.5% r.1ehallal "j QQ
~

10% KSA) 12,038,000 3,028,000 15,066,000 7,393,719 3,016,950 10,410,669 N

Inflation (\5% After Contingencies) 12,199,637 4,971,967 17,177,604
N- - - 0
HI

Total With Contingencies and \.1'1
N

Inflation 89,637,380 22,940,000 112,571,380 93,530,548 38,164,414 131,694.962

Proposed Technical Assista~ /,105,000 - 2,105.000

Total ~ 95,635,548 38,164,414 133,799,962
.

'. ' ,
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VI. ~~RKET ANALYSIS

A. Past and Present Textile Situation in Egypt

6.01 Production, consumption, imports and exports of textiles,
by major groupings, for the years 1970 - 1975 are shown in Annex N.
Since 1970, domestic consumption of fabrics has been rising at an
average rate of four percent, or by about two percent on a per capita
basis. While much lower than in industrialized countries, textile
comsumption in Egypt is higher than in countries with a comparable in
come per capita. This is mostly due to the existence of a sizable
domestic textile industry based on local cotton and the Government's
policy of subsidizing the prices of utility fabrics, by which a certain
quantity is allocated to each individual. These fabrics, which are
referred to as "rationed" fabrics, account for about 35 percent of
domestic consumption and are frequently sold below production costs
(see Annex 0).

6.02 Egypt has essentially a tropical climate and cotton products
meet 95 peTcent of consumer textile requirements. Textile ~ports

were almost non-existent until 1975 when fifty million meters of
fabric were imported from China. Lately, easy care polyester cotton
blended fabrics have become popular; and while local production in
1974 was only 5.5 million meters (0.7 percent of total production),
three million meters were imported and an estimated seven million
meters we:.:e SIi1uggl.~d into Egypt.

B. Textile Fabric Forecas~

6.03 There are no comprehensive Governmeut projections of textile
demanc in Egypt, and actual domestic consumption wi~l largely depend
on overall economic developments in the cour.try~ the ?riority given
to exports of yarn and fabrics, the level of investm~nt in the textile
industry, and Government policy ycgarding price and wag~ con'c:-:-ols.
Supply and demand forecasts for .:he years 1980 and 1985 were estimated
by t~e World Bank as follows.

Supply Demand Balance of Textile Fabrics
(Million m2)

1970 1975 1980 1985
(A~) (Est~e) (Forecas~

PI:'oduction 813 879 1,005 1,050
Imports 6 61
Exports 152 1.23 138 152
Avai:able for Home Market 667 817 867 898
Total Consumption/Demar.d 663 8l~ 1,059 1,371
Balance (Deficit) 4 5 (192) (473)
Population (million) 33,3 37.2 42.4 46.1
Apparent Consumption per capita (m2) 19.9 21.9 25.0 29.7
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0.04 Production forecasts tor tl'xtiles wt>re based on the assumption
that existing mills would operate at present levels Qf efficiency and
capacity utilization. Output of the Mehalla project is included as
well as other expansions in progress or already approved. It was also
assumed that the predict,.ble future drop in production due to deterior
ation and attrition of obsolete facilities would be compensated by
purchase of new equipment.

6.05 Demand projections were made using 1975 as a base year and as··
suming a population growth of 2.2 percent per annum 1/, and a 6.5 percent
GDP per capita growth up to 1980 and six percent thereafter. Income
elasticity of demand for textiles implied in these projections is 0.5 -
somewht~ lower than the 0.7 average for developing countries as a
whole.- It was also assumed that by 1985, Egypt's fabric exports would
have increased at 2.1 percent perannum from 1975 to 1985, the same
rate at·which cotton consumption in the world is expected to grow,
and by 1985, return to the level achieved in 1970.

6.06 Comparing the estimated demand and supply projections, it
appears that, ~nless additional production facilities are provided,
in 1980 demand will exceed supply by about 190 million square meters
and in 1985 by about 470 million square meters. Even when assuming a
more modest growth of demand equal to about that in the last five
years (4 percent per annum), demand will exceed supply in 1980 by about
120 million square meters -- and in 1985 by about 300 million square meters.

C. Marketing of Text~les

1. Distribution

6.07 Fabrics from the factories are sold either to public sec~or

wholesalers (80 percent), private wholesalers (l5percent), or private
garment manufacturers (5 percent). There Are eight public wholesale
organizations, six of which are depArtment stores with about 300 retail
branches throughout the country, and the remaining two sell to 30,000
private retailers. Terms are aither cash or 90 days, with L.E. 10,000
credit limit per account. Rationed fabrics accvunt for ~bout 35 percent
of total consumption, wich each individual entitled to purchase six
meters a year -. but not more than 26 meters per family. Most of the

. rationed ana cheaper fabrics (up to L.E. 0.3 per meter) arE; distributed
in roughly equal propoFtion by the depa~~cnt store~ and the two wholesale
companies. The b'Jlk (85 percent) oi so-called "novelty fabrics" (over
L.E. 0.3 per meter) is sold by the departmer.t stor~s. In 1974, Cairo,

1/ IBRD estDnate
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Alcxandriil and Tanta, the three largest cities (which accounted for
27 percent ot the population), recorded 35 percent of the retail
sales.

2. ~)ricing Policy

b.08 Ration Price (local market). Since 19b8, ex-factory prices of
rationed fabrics are determined by the Ministry of Industry in cooper
ation with the Ministry of Supply. There have been no increases in
those prices since 1968; and on average, they are well below cost.
It appears, however, that the consumer does not always benefit from
such low prices, as a good portion of rationed fabrics is resold on the
black market. Domestic ex-factory prices of non-rationed fabrics have
increased during tha t period by 25 percent but are still about seven
percent lower than world prices. Since it is easier to get an equitable
official price fixed Eor new products than to raise the official price
on existing products, there has been a proliferation of the number of
fabrics beyond actual market requirements. Also, price controls do
not provide any incentive to manufacturers to raise and/or maintain a
high quality of domestic fabrics.

b.09 Other Local Sales There is no Ministry of Industry o~ other GOE
interference in establishing the price of the remainder of cotton
fabric, finisheri goods or wool products. One hundred pe~cent of woolen
manufactures are sold locally. The local demand for cotton and wool
products far exceeds the supply, so there seems to be no incentive
for price fixing amo~g the b~g fOUT public companies.

6.10 Export Prices. The Cotton Textile Gonso:idation Fund (CTCF),
created in October 1953 by a decree from th~ Minist~r of Industry,
establishes ~ll export prices on cotton goods so as to elilninate

. price competition between the various textile companies in Egypt.
The CTCF is managed by a permanent committee of 12 membeL~, all of
whom are directly connected with trade and the textile industry.
Functions of the CTCF include:

(1) the promotion of textile sales in export ~arkets;

(2) the control of export prices;
(3) the control of the quantity of exports to countries whicl.
apply quota restrictions;
(4) the establishment of standard speciiicatiofis for textile products;
(5) the operation of a central quality-control department for test
ing the quality of various textile products; and
(6) the coo~dination of research and production planning activities
in cotton textile industries.

6.11 The CTCF is also responsible for authorizing the pa)ment of
subsidies to an Egyptian textile firm when the export sale has been
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successfully effected. Firms receive the actual sales price of the
export product in Egyptian pounds converted at the official rate of
exchange -- plus an export incentive or subsidy bonus. (The qu~stion

of subsidies is addressed in a following section.)

3. Imports and Customs Duties

6.12 Imported fabrics are subject to customs duties ranging from
75 to 100 percent ad valorem. In addition, import licenses are
very difficult to obtain and the procedure for the necessary foreign
exchange allocation is very cumbersome. Imports of fabrics have
therefore been negligible, amounting to only two percent of the market
in 1974. More recently, Government policy has changed toward some
liberalization of imports, but it is too early to say what effect
this change may have on textile imports.

4. The Export Situation

6.13 Exports of cotton yarn and fabrics are a very important element
in the national economy and provided, in the period 1970 - 1974, between
40 percent and 50 percent of the country's foreign exchange earnings
in the manufactured products category. Exports of yarn account for
about one-quarter of total yarn production and exports of fabrics for
10 to 15 'percent of total fabric prod~ction. Constrained by the lack
of modern equipment and growing domestic requirements, Egyptian experts
have been largely restricted to yarn and grey fabrics destined for
relatively unsophisticated markets in the Eastern Europe and Arab coun
tries which, in the lasL five years, absorbed between 60 and 70 percent
of exports. In 1974, only 30 percent of the yarn and 35 percent of the
fabrics were exported to the EEC and other Western countries.

6.14 The proportion of Egyptian export2 in world textile trade has
been n~gligibie. In 1972, total imports of textile products by developed
market economy countries amounted to US $14,265 million of which Egypt's
exports (US $268 million) accounted for only about 2 percent of the
totai. Also, in terms of volume, Egypt's share in world exports of co~

ton yarn and fa::>:::ics decreased from 6.5 percent in 1970 to less than
5 percent in :~74. Hong Kong remained the major exporter of textiles
and clothing from developing countries, ac~ounting for ~3.5 percent of
cottor. and 40 percent of man-made textile exports. In cotton goods,
Hong Kong was followed by India (9.7 percent), and Pakistan (7.9 percent),
and in man-made textiles, Korea (18.4) percent and Yugoslavi~ (8.5 per
cent) "ere other major exporting countries. In the same year, the
U.S. and the Federal Republic of Germany absor~ed 52 percent of total
cotton products and 69.2 percent of m~n-mpoe textiles expo~ted by developing
countries.

6.15 In the European Economic Community and the U.S., Egypt's annual

..
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:.
quotas have not bL'cn i illed tor several years and therefore, a modl;?st
increase of Egyptian production to be exported as a result of the proj~ct

should not present any significant marketing problems. A 1975 bilat
eral agreement with the U.S. established a textile quota for Egypt
of 73 million square meters for 1976 (11,000 tons) and 105 million
square meters for 1977 (16,000 tons), compared with average Efyptian
shipments of 3,500 tons per annum for the 1971 - 1974 period. I
If all additional fabric production financed by the project w;uld be
directed either to the EEC or the U.S. markets, the quotas would still
remain unfulfilled.

5. Export Subsidy

6.16 All public sector textile firms prepare projections for the
quantity of textile products they will export in the coming year. These
projections are reviewed by GOFI and, if accepted, are included in
the Foreign Exchange Budget and become the target export figure for
that year. All exports which fall within that export figure are ~aid

by the GOE to the exporting firm in Egyptian pounds, at the official
rate of exchange, plus a l5-percent premium representing an export
subsidy. If the exporting firm has an exceptional year and the quantity
of its exports exceeds its target, it receives no subsidy on the excess;
but one-half of the proceeds for the excess are either converted at the
parallel market rate (a premium of 50 percenc) or it can receive the
amount in foreign exchange for financing allowable Unports.

D. Mehalla

13.8
16.3

60.8

100.0

Share

63. <;

100.0

Meh..Ua's

190 •0

100.0

Local Expor,£
(percen;:.)

4.0 24.0
10.6 42.1

1414

90~8

90600
694.

221

6079

44327
125

1193

3429

46273
569

1414

5781

221

2352

10611 12459
53 113

1193

1848
60

6.17 Sales of Mehalla' s four major products, as compared with the
entire sector, are presented below in tacalar form for the year 1973.
Figures for 1974 and 1975 are not available, but Mehalla's market
snare during these years should not differ significantly from 1973.

Egyptian
Mehalla Textile Ind~stry

Local Expvrt Total ~ Export 'I2!!!.

CottofltYar\ls
Cottoh ~~fic

.. (rllillicins meters)
Ready-made Gar-3~Z9

m~nts (OOO's)
.Cotton Gauze

~tons)

1./ The "Textile Quota Agreement bet:ween the Goverrunent of Egypt ancl the
United States of Arrerica" dated December 30, 19/5 is repeated in its
entirety in Annex p.

.. '<i'~'
,;

/
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\I. 1H ~h'h"ll., hOI:; ,11\ d" l i\'l', C''1I1I'"'t l'lll. 1\I;l\·k,'1 i \I~: ,\ r~'1 Il 1 ~" .. t 1.,\1\
l'\\l\slst.!ng. "I "\,,'1' lIOO l"ll-ti\ll~ l',l1Il'loyees. IN,'\' tIll' Yl.'ars, Mdt;Illa
hilS established an l~xccllcnt reputation ill thc domcstic and foreign
markets for its yarn and fabric products. Quality, however, has
been deteriorating over the past few years; and without improvement,
its image will tarnish. In the local market, Mehalla's products
cOl1ll\and a premium, and the name "Mehalla" is woven into each piece
of fabric to prevent adulteration. For garments, however, Mehalla's
quality is not much better than its Egyptian competitors which, as a
whole, is not very good.

6.19 Mehalla's domestic products are priced and marketed as
described in the earlier part of this section. For export products,
Mehalla uses agents in all countries except the U.S. Commissions in
these countries amount to 2-1/2 percent on cotton yarn and three per
cent on fabric. For the U.S. market, Mehalla uses brokers (New York
and California) and sells at a net price. The percentage markup by
the broker depends on the market and is not known nor monitored by
Mehalla.

6.20 The incremental output produced when thi,; project is complete
is as follows.

Incrementa1 Output

Cotten wool Garments-Yarn Fabrics Yarn Fabrics
(MT) (Meters) (MT) (Meters) (Units)

(000) (000) (000)

Export 5,000 10,000 717
Domestic (700) 2,300 ....!!Q. 95 533

4,300 12,300 180 ---gs 1,250

Internal 1/ 2,700 2,800 874 1,015-Total 7,000 15,100 1,054 '11,110 ls250

6.21 Mehalla, to date, has had no problem in marketing its full
output. For domestic sales, we do not expect that it will have a
problem in the future if the supply/demand forecast is an)where near
accurate (see para 6.03). The export market will, however, present
a challenge primarily for garments, where c:uality has been a major
problem in gaining acceptability in more sophisticated markets (U.S.,
EEC). Sheets account for 65 percent of the export volume. This project

1/ Sold internally for further processing and additional value added.

.:.
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I~ill add tWl.l nl'l. produl: ts -- dl'nu' suit s ,md SlUlll,u.'r I h'isurl' suits --
bot It l,t which an' subject to style preferences and trends_ Hchalla
will continue l0 study its marketing strategy throughout the life 01.

this project and adjust accordingly. Fortunately, if export sales
dUninish, Mehalla should be able to sell all its product on the domestic
market.

B. Mehalla's Export to the U.S.

6.22 The value of Mehalla's exports to the U.S. and the percentage
of Mehalla's exports to the U.S. relative to its total exports for the
period 1971-1975 are shown in the table below. All exports were of
either cotton yarn or cotton fabrics.

..

1971
1972
1973
1971;.
1975

Total Value
of Exports

(000)
$ 36,606

40,465
43,129
53,736
44,372

Value of Exports
to the U.S.

(000)
$ 1,461

2,728
2,375
1,767

390

Exports to the U.S •
as a percentage
of Total Exports

.041.

.07%

.06'.

.03'.

.009'1.
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VII. FINANCIAL ANALYSIS

A. Historical F1na.n.cial Performance

7.01 The financial position of Mehalla is very sound and is
attributable to several factors. First, Mehalla' s primary raw
material--cotton--has not changed over the past 20 years While
sales prices, particularly for exports, have increases siBllificant1y.
Second, Mehalla has been unable to make significant expenditures for
replacement or expansion of its asset base. It therefore has been
converting its fixed assets to liquid assets, at least for accounting
purposes, through ann~ depreciation charges. Third, and equally
important, is Mehalla' s management; other firms have been faced
with the same circumstances but have not fared. nearly as well.

1. Balance Sheet

7.02 Mehalla's assets at December 31, 1975 totaled $204 millionY,
of which $117 million were classified as current (for ccmparison
purposes KSA estimates that the replacement cost of' Mehal1a's textile
equipnent alone "WOuld exceed its total assets); liabilities totaled
$61. 7 million, of '-'bich $11.2 were long term; and equity totaled
$142.2 million. Mehalla's current ratio was 2.32:1.00 and its debt
to equity ratio was 30: 70, botr. very conservative. Following are
the summary bal3J1ce sheet figures ane. ratios for the year-s 1971 to
l' )'(5; more detailed fiQlrefJ are shown in Almex Q-1.

His~orical Bala.n.ce 3heets

-------------in U.S.$OOO,OOO------------
19TI- 19E 1973 1974 1975-

Cash and Receiva~les 52.8 37.1 33·0 41.4 39·5
Total Current Assets 102.5 94.2 90.S 108.9 117.2
Total Assets 171.9 171.1 169.1 163.5 204.0

C~~rent Liabilities 39.3 30.8 27.4 41.0 50.5
~ota1 ~iaci1ities 44.8 37.9 33.4 '49.2 61.7

Total "2'luity 127·1 1::>3·2 135.7 139.3 142.2

Current Ratio 2.61:1 3.06:1 3·32:1 2.66:1 2.32:1
Acid Test Ratio 1.34:1 1.2'0 :1 1.20:1 1.01:1 .07. :
DebtiEquity Ratio 26:74 22:78 20:80 26:74 30:70

!/ At the official exchange rate.

to
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2. Income statement..
7.03 The results of Mehalla's operations for the years 1971 through 1975 with

significant performance ratios; detailed statements are shown in Annexes Q-2 and Q-3.

Historical Income Statements
In 1000 U.S.$ 5-Year

1971 1972 1973 1974 1975 Total

Net Sa.les 95,681 100,855 105,080 124,992 140,715 567,323

CClst of Sales 82, cq4 84,802 87,004 89,360 108,306 451,54(

Gross Margin 13,607 16,053 18,076 35,632 32,409 ll5, TI7

Marketing Expense 2,228 2,523 2,574 2,523 2,444 12,2'j2

Administrative Expense 4,620 5,984 6,162 7,238 6,948 30,952

Operatirg Profit 6,759 7,546 9,340 25,871 23,017 72,533

Subsidies 7,966 4,889 3,034 3,254 1,987 21,130

Other Income 1,290 1,354 3,043 1,964 1,297 8,948

Net Before Tax Profit 16,015 13,789 15,417 31 ,089 26,301 102,611

As a percent of net sales, the above represent the following:

Gross Margin 14.2 15.9 17.2 28.5 23.0 2':,.4

Marlteting Expense 2.3 2<5 2.4 2.0 1.7 2.2

Administrative Expense 4.8 5·9 5.9 5.8 4.9 5.4

Operating Profit (Without Subsidies) 7.1 7.5 8.9 20.7 16.4 12.8
"'I:'•(JQ

Subsidies 8.3 4.8 2·9 2.6 1.4 3.7 It

Operating Profit (With SUbsidies) 15.4 12.3 ll.8 23.1 17.8 1~.5 \,.)

Net Before Tax Profit J.6.7 13.7 14.7 24.9 18.7 18.1
....
0
HI

VI
N

"'"_.~-'"
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7.05 To provide a basis for evaluating the feasibility of new
equipment purchases ,below are cost of sales and prof!ts by major
product groups for the year 1974 and the first six months of 1975,
in summary form. The detailed analyses are contained in Annexes
Q_il and Q-5.

9.29
7.29
8.31
9.02
5.46
5.09
7.83
5.80
8.62

12.07
6.93
7.50

3. Profit by Major Products

Burlington Industries
J. P. stevens
west Point Pepperell
Springs Mills
M. Lowenstein
Dm River
Cone Mills
Cannon Mills
Collins &Aikman
Dominion Textiles
Fiel.dcrest
Riegel Textiles

(1) The percents for cotton yarn and fabrics exclude export subsidies.
In 1974, the subsidies amounted to a 6.9% of net sales for cotton
yarn and 1.8~ for cotton fab~ic•. In the first six months of 1975,
these subsidies am0unted to 3.9% for cotton yarnanQ 1.~ for cotton
fabrics. Overall, these subsidies amounted to 2.6~ of total net
sales in 1974 and 1.2% in the first six months of 1975.

Grotis Nargin and Operating Profit by Product

1974 6 Months 1975
l~ost of Gross Operating Cost of Gross Operating
Sales l-1a.rgin Profit Sales Margin Profit

cotton Yarn 54.3 45.7 37.8(1) 55.6 44.4 37.7(1 )
Cotton Fabrics 79.2 20.8 13.0(1) 80,8 19.2 12.5(1)
cotton/Wool 79.6 20.4 12.7 76.1 23.9 17.1
Garments 77·7 22.3 14.5 71.7 28.3 21.6
Carded Wool

Yarn 83.0 17.0 9.4 93·3 6.7 .0
Worsted Wool

Yarn 83.1 16.9 9.1 89.4 10.6 3.8
Wool Fabrics 62.6 37"4 29.6 71.0 ~9.0 22.2

Total 71.5 28.5 20.7 73.8 26.2 19.5

7.04 The above five years' average operating profit of 12.8
percent (or 16.5 percent after export sUbsidies) is substantia.l.1y
greater than experienced by the typical U.S. textile finn. For
reference, following are the percent of operating profits for the
major firms:
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The above ratios are provided for reference only. They Bre not
used in subs~quent evaluations because transfers between areas are
based on costs•. They do, however, indicate all product categories
involved in the proposed investDlent plan are profitable.

4. D1vidend Policy

7.06 Mehalla is a public sector corporation under control of
the Ministry of Industry and, as such, is subject to GOE policy on
the distribution of profits. In brief, this amounts to & distribu~

tion of almost all prof1ts--75 percent to the GOE, through the
Ministry of Industry, and 25 percent to the employees. Moreover,
for the past few years, Mehalla has been prepaying dividends to the
GOE bas~ on est1matedprofitsj a'·practice that is caumon in Egypt.

B. Project Financing Plan

7.07 It is proposed that this project be financed on a two-step
basis; that is, that the GOE be requil"ed to relend the A.I.D. loan to
Mehalla on commercial terms. Proposed terms to the GOE 3.I'e recom
mended to be at A.I.D.'s lowest concessionary ter.ms--principal
repayment in 40 years with a ten-year grace period, 'With interest at
two percent 'during the grace period ~d th~ee percent during the
repayment period. Proposed ter.ms to Mellalla are principal repayment·
over a l5-year period including a five-year grace period with interest
at 10 percent during the life of the loan. The latter terms are con
sistent with Egyptian private sector rates &nd equal to current rates
for prime companies funding themseJ.ves fram the international money
market.

7.08 . Interest payments over the life of the loan will total the
equivalent of $92.8 million. The total principal and interest payment
frODl Mehalla to the GOE will total $188.8 million, si~ifi~tlymore
than the GOE will repay to A.I.D.--withoutconsidertngtime--and will
represent an addition to Egypt 'sbudge,t. Annex Q-6 shows the detaUed
interest and amortization expense canpu:c~tions for Mehalla.

7.09 Total project costs are $l3~1.799,962, of which $95,.635,548
are foreign exchange costs and $38,109-,4;114 are Egypt::an currency
costs. The A.I.D. loan vill finance m.Ost of the foreign exchange cost.
and the local .:urrency cost fram Meha.l1r.' s internE:.1 cash, generation.
The cash flow analysis covered later L"l this section shows that·
MAhalla will generate the required :f'unPs.

c. Project Profitability

1. Sales

7.10 The incremental production resulting fram this project is,
priced at 1976 prices, equivalent to $52.2 million, an increase of 35.4
percent over Mehalla' s estimate for 1976 (which we have u~ed throughOllt

i.
,.I



'( .ll Profits, before taxes and dividends (but after interest and
depreciation) 'are estimated to increase from $24.9 million in 1976
to $29.5 million in 1980 and to $39.2 m1;llion in 1990--ten years
after completion of the project. Again, only the contribution to
the project obtained through new and replac~d machinery was considered.
A S".JlIIIIlary of MeD.alla's profits for various years is shown beJ.ow; a
detailed analysis is includ~d as Annex Q-8. The internal. financial
rate of return is 12.8 percent 0

Project Incremental Sales
1976 vs. 1980

Inl,OOO I.E In 1,000 U.S.$
Product Est. Proj. Est. Proj.
Oategory 1976 1980 Increase 1976 1980 Increase

Cotton Yarn 10,838 16,760 5,942 27,789 43,024 15,235
Cotton Fabrics 30,267 37,235 6,968 77,605 95,470 17,865
Cotton/Wool 1,064 1,064 2,728 2,728
Wool &, Worsted

Yarns 2,332 3,110 TI8 5,979 7,974 1,995
Wool &Worsted

Fabrics 4,823 5,964 1,141 12,366 15,292 2,926
Garments 8,197 13,727 5,530 21,017 35,:1.96 14,179

Total 57,521 77,880 20,359 147,484 199,684 52,200

2. Profit

o.

24.9
20.5
17.8
25·3
29.5
33·0
39,.2

147.5
147.5
152.7
173.6
199.7
199.7
199.7

Mehalla's Profit by Years

-----------in Millions of U.S.$------------
Net Profit Profits as a

Sales Before Taxes ~ of SalesYear
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1976
1977
1978
1979
1980
1985
1990

a:~ l hI..' base y\'I.\.1"'. TIll..' l'l"\',1t',·tl.."l ill~rea.:3l~::; n.l"C 1.'111y lh"::h' rl':~111 t 111\,:
\'\'1.'11\ l1la,'lrilwry--\'ilhl..'1" Ut''''' 1.'1" 1"~1'la~ellle11t. NI..' \'all\\' W:l.~; I.\.ttl·il'llh'd
l,\) L11\' \'X 1.('11::;1Vl~ h'dmi~u.l H.l:\S is t.~'UlCe prl.)gl":ull whidl i ~ eX~I.·t.l'd t\'
llI:l.kl'i:t.ll~r ill~rl':,l.:';I..' OUL.l'tlt. Shown below arc t.he 1')'1\- u.lld 1,1t~(\

~ales figures, by product, projected with and without the project.
Arulex Q-7 contains a more detailed analysis.
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7.12 The temporary decrease in profits during 1977 and 1978
is attributable to increased interest and depreciation expenses on
new prot~ect azzeta before full utilization of the equipment. Almex
q-t' \~ont.nin::; So dptu.lled Projected Profit t~chedule l'rcpared l)y K~-;A.

1\1\ I.'td,lma.tcd ilh.'rClllcnluJ. operatint~ profi t l.)1' ;,,13.4 million dlll.' tl.'
IIIL~ projl~et, bl.'1'\.lre the payment of' interc:3 t :lud rCl.~clpt of ot.hl'r

. il1~omc, was also prepared by KSA (see Annex Q-9).

D. Mehalla I s Debt Service Capabili ty

rr .13 The cash flow analysis presented in Annex Q-13 shows that
MehalJ.a will generate sufficient funds to satisfactorily service
the project loan and its other long-term debt. In 1982, the year
principal repayments commence, the debt service ratio is projected
at 4.2:1.0. By 1987, it will drop to 2.9:1.0 and in 1990 to
2.2:1.0.

E. Cotton Prices

7.14 At the present time, Mehalla is paying a price for raw
cotton that is approximately 40 percent of the world price. If the
controlled price of cotton to Mehalla is incr.eased by the Egyptian
Government, it is possible that Mehalla may. have to pay an additional .
amount for its cotton of between $660 and $990 per metric tan ($.30
to $.45 per pound). This would amount to between $16,972,560 and'
*~)5,4S8,840 increased costs (and decreased before-tax profits) per
ycc~;:•

';' .15 However, after-tax profits (and cash flow ) 'WOuld be reduced
only between $6)279,847 and $9,419, TIO annually after application ·of'
63 percent for taxes, dividends and mandatory investments.

7.16 Over the 16-yearperiod between 1976 and 1991, this wou1.c.
amount to a reduction in cash flow of between approximately $100,000,000
and $150,000,000. This is 40percent and 60 percent o'f the projected
cash flow of $250,000,000 that is indicated as available after debt
repayment in Annex Q-l3, Cash Flow Analysis.

7.17 It is to be pointed out that the .above calculations do not
provide for any government export subsidies such as are presently
paid ($3,250,000 in 1974 and $1,987,000 in 1975). Undoubtedly, it
the price for raw cotton paid by Mehalla were allowed to rise to
worldwide prices, export subsidies o'f sane Eort would be continued.
This would obviously improve the cash flow.

7.18 The above, however, does indicate that the project would
still be viable even if cotton prices were allowea. to rise to natural
levels and no export subsidies were paid.
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The text of the financial covenants is ::'ncluded in, Section7.23
XIII.

"( •22 Finally, to ensure that suf'ficient 10csJ.. currency is avail-
able for the completion of the project, and to er..sure that Mehalla
does not start a new project until it has proven it can implement
this pr"ojecl;, during loan agreement negotiations, we will seek fran
Mehalla an lUldertaking to obtain A.LD. 's approval for the acquisition
of capital additions that exceed a total of three million Egyptian
pounds in any one year.

'T.21 As a further precaution, and to provide additional protection
to ¥/Orking capital, we will also seek an undertaking that Mehalla
rest~ict the source of its dividends to only accumulated adjusted
net earnings and preclude the purchase or redemption of the company I s
ca.pital stock. Further, during loan negotiations we will seek from
Meha.lla an lUldertaking to maintain a eu.rrent ratio of 1. 5:1 and flo

debt to equity ratio of 1.5:1. Dividends, borrowings and pre~ent·

of debt will be restricted if Mehalla is in default of either ratio.

G. Egypt I s Debt Service Capabllity

7.24 Egypt's outstanding medium and long-tenn debt .as of
December 31, 1975 "WaS $5.1 billion. An additional $2,620 million
of debt "WaS o~red in th~ form of bank credit fac:1l i ties outstanding

•

"( .20 Although Mehalla enjoys a strong financial position with
respect to the ratio between debt and equity, its actual paid-in
capital is low. At December 31, 1975, net worth amounted to $142
million, of which $10 million was paid-in capital and the remainder
was earnings retained over the last 50 ye&~s. Such a position leaves
the company vulnerable to Government requests for d1vidends. To
protect Mehalla fran a debilitating drain on its assets, during loan
negotiations -we will see an undertaking from the GOE and MehaJJ.a that,
within one year fran loan signing, Mehalla's paid-in capital be increased
to the equivalent of $100 million (in terms of Egyptian pounds, an
increase fran 4.0 million to 40.0 million) by capitalizing retained
earnings (in the U. S.,a stock d1vidend ) •

'I' .11 As prcvi0H;.~ly ~lis~ussed, Meha1.la i~ a publie ~~l'etor l~orpora.-

lion 13ubject to the Government's cash depletint:: dividend policy.
'1'0 help ensure the continued financial. good health of MehaJ..la,
A.I.D. will require that certain financial covenants be included
in the loan agreement (see Section XII,). The covenants are
designed primarily to safeguard Mehalla's working capital, particu
larly cash, and to maintain it at a level 'Which will allow Mehalla
to operate at increased production levels.
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(including unutilized credits). About two-thirds of the medium
and long-term debt were repayable in convertible currency.

7.25 Egypt t S repayment burden on medium and long-term debt and
on suppliers is estimated at $720 million Ul 1974 and $753 million
in 1975. This represents a debt service ratio of 32.3 percent and
35.5 percent in 1974 and 1975, respectively. In 1976 the debt
service ratio is not exp.ected to change appreciably.

7.26 In v:l.ew of Egypt's heavy debt service burden, A.I.D.
normal concess1ona.l loan tenns are proposed--40 years, including a
IO-year grace period, with an interest rate of 2 percent per annum
during the grace period and 3 percent per annum thereafter. With
these terms, particularly the 10-year grace period, the repayment
prospects for this $96 million loan appear favorable.



Page 38 of 52

VIII. ECONOMIC CONSIDERATIONS

8.01 The problems confronting the Egyptian industrial sector
and the textile industry within it are synonomous. They include,
a.monc other things, lack of investment d\.le to a scarcity of
1'Ol'l~iOl exchant;~, low labor productivity due to over-employment,
Gf~E price controL.:;, GOE Gubsidies, and GOE control ,wer all major
:l.I1Vt~l~tmcnt(;. Gi ven the~e restraints, the Egyptian textile industry
luw not. performed too badly overall.. The IBRD has estimated that
va.lue-added in the textile industry increased in real terms in 1975·
by about 7 percent.

8.02 It is our understanding that the GOE is considering a far-
ranging ecananic liberalization program, with a goal of shifting
from direct economic control to one that more closely resembles a
free market system. The D!F has recently discussed with the GOE
such issues as a unitary exchange rate and the elimination of
subsidie B • However, fran past experience , it i8 generall.y felt
that an economic reform program will be a slow process in Egypt,
especially since it may well lead to internal cor~licts. A considerable
decentralization of decision-making is an essential condition of the
liberalization process. This is likely to create inconsistenci·es
with other, centrally determined, policy objectives. For example,
if public enterprises are given a free hand, they may move toward
red~cing the overstaffing that is prevalent in these organizations.
'I'lrLS may be cont!"ary to GOE employment goals, particularly in the
short run. Another a.rea of competing aims may arise from the need
t,t) rationalize the exchange rate and fix it at a realiSl.ic level.
In Egyptian circumstances, this would mean a significant devaluation
of the exchange rate and is likely to result in an upward pressure
on prices in the short term. The price eff€octs resulting fran a
devaluation would be especially marked on items that are wholly
imported or which possess a substantial foreign component. The
vitally im~rtant ~3W materials cor.sist almost entirely of imported
items. If import prices increaseQ with devaluation and prices to
the final consumer were to bt: maintained at prt:s~nt levels,
subsidies would have tc be increased. Thus, both the GOE budget
deficit and domestic resources required to service externbl debt
would increase.

8.03 The GOE, however, has taken some positive steps, most notably
those lifting the restriction on E6Yptian citizens from holding
for~ign exchange and an attempt to reinvigorate the private sector.
The ban on Egyptians holOing foreign exchange was elbinated in
February 1976 .To attract ext?rnal ~ap~.tal and technology, thE GOE
promulgated Law No. 43 in 1974, which provides an incentive package
for foreign investment and guarantees against nation&iization, except
under due proce~s of law.

-.
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L~.~';1 III order tl' apprt"date the complexitit.>r, ~Yl' the GOE
tt'xtil~~ industry and the financieJ. and m.."Ulat~t'r:in.l fa.'t01'S entcrint-:
intc d:l.~'-to-day dc~L~i()n making, it is nt~c('~',~~ary t l' tm,h:'r~~tBJlll

Et~l't '~ pridnc;, sub8il.lie~ and exchange rate poli~j"

A. Pricing Policy

8.05 Ration Price (local market) - Since 1968, eX-factory prices
of rationed fabrics are determined by the Ministry ot Industry in
cooperation with the Ministry of Supply. There have been no
increases in those prices since 1968 and on average they are well
below costs. It appears, however, that tr.e consumer does not
always benefit from such low prices as a significant portion of
rationed fabrics is sold on the black market. Domestic eX-factory
prices of non·rationed fabrics have increased during that period
b' 25 percent but are still about 7 percent lower than world prices.
Also price controls for these fabrics result in proliferation of the
number of fabrics beyond actual market requirements and do not provide
any incentive to manufacturers to raise and/or maintain ~ high quality
of domestic fabrics.

8.oG Other Lo~a1 Sales - Neither the Minister of Industry ncr
other GOE agen~ies intervene in establishing prices for other- than
rationed cotton fabrics, finished goods or 'WOol products. One hundred
percent of the woolen manufactures are sold 10calJ.y. Since the local
demand for cotton and 'WOol products far exceeds the supply, there
seems to be no incentive for ,rice fixing among the big four public
companies. (Mehalla, therefore, considers cost and nor.mal market
factors in arriving at its local price structure. )

8.07 E?qlort Prices - The Cotton Textile Consolidation Fund (CTCF),
created in October 1953 by a decree from the Minister of Industry,
establishes aU. export prices or.. cotton goads and thus elim1nates
price competition between the various textile companies in Egypt.
The ~CF is managed by a pe~ent c~ttee of 12 members, all of
wham are directly connected with trade aad the textile industry.
Functions of the CTCF include:

(1) The j,Jromotion of textile sal.es in export markets;

'(2) The control of export prices;

(3) The control of the ~:..l8.Ilt1ty of exports to countr:fes which
apply quo~a restrictions;

(4) The establishment of standard specifications fo.. textile
products;

(5) The operation of a central quality control department for
testing the quality of various textile products;

.'.j
l.
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(l') 'l"hc l~llOrdlllatioll of l·C:.H~nrch ll..lld produdlon planning
a\'~ 1.1 vi l .k:; 'ill l'ot tlm lex lile indus lri~;,,;.

'I'he C'l'CF is aL.;o responsible for authorizing the payment of subsidies
to an EgyptiWl textile finn when the export sale has been successfully
effected. Mehalla receives the actual sales price of the export
prOd1.lct, in Egyptian pounds converted at the official rate of
exchange and, in addition, an "export incentive" or subsidy bonus.

B. Subsidies

8.08 Raw Materials. The price of raw cotton has been fixed by
the GOE at well below world market prices since 1964. MehaJJ.a has
already purchased its cr 1976 raw cotton requirements (40,000 m/tons)
from the GOE and the price per m/ton is still as it was in 1974.
The cost to Mehalla 'of the cr 1976 cotton was LE 13.5 million

, (about ~34.6 million). It is difficult to know exactly what the
world market price of this cotton purchase is because it includes
many different grades; however, Mehalla estimates the world market
price to be about 175 percent of the price it pays, or, in the case of
this year's purchases, approximately $60.0 million. Mehalla contends,
with some justification, that this subsidy is partially l1>ffset by
its loss of sales revenue on the sale of "rationed" goods. In 1975,
Mehalla clams it lost the equivalent of about $5.7 millio:p an the
sale of "rationed" goods. This loss represents merely the difference
between the cost of sales and actual sales revenues and does not
include the loss of profit.

8.00 In preparing its profit and loss projections ~hrough 1985,
Hehalla has used the same price for raw cotton that it currently pays;
it anticipates no change in the GOE's pricing policy for raw cotton
in the foreseeable future. We agree 'that it is reasonable to assume
that public sector textile canpa.n1es may continue to enjoy this bonus
for a number of years to come.

8.10 Export Subsidy. To encourage exports, the GOE has instttuted
another subsidy. In addition, the exiete:1ce of the Parallel Foreign
Exchange Market st;;.mulateEi exports of t:5'\le:r. items as cement, cotton
yarn, textiles and petroleum, aJ.1 of wl.i.ich are exported by the public
sector only. Mehalla prepares, as do the other I,ublic sector textile'
firms, projec~ions for the quantity 0:' cotton products it will export
during the following year. These projections are revieWed by the
General Organization for Industrializatio:1 (OOFI) and, if accepted,
are included in the Foreign ~char.g(; Budget and becam~ the target
export figure fer that year. Any expo:.....ts of cotton products which
fall within that export figure are pai":. by the GOE to the exporting
company in LE at the official rate of exchange ($LOO=39i');
supplemented by a 15 percent subsidy (15% x 39P = 5.85 p).

'.

..
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11.11 "I'lle 1':l.ru.l1vl lo\'l'ciqll BxdlU.llt,"C Mu.rhl't. If N\'hll.lla "'1::1\1'::
to export cotton go('ds in excess of the target. figm"c, it can reap
some of the benefits of the parallel market, since it can receive
payment in Egyptian pounds for a portion of the above target at the
para.llel market rate or Meballa can keep a portion in FX to finance
imports. There -are no restrictions on the use by Mehalla of these
funds paid at the paraliel market rate. :curing the last three
months of 1973 (paral1~l market instituted in September 1973),
MehaJ..1a earned nothing; in 1974, $1.7 million; and in 1975, the
amount was $2.2 million. .

8.12 It should be noted that subsidies are paid only an exports
to hard. currency cOl.Ultries, except exports to Jordan, Iraq, Sri
Lanka, Bangladesh and Ghana which receive special treatment and
for which Mehalla l'eceives a 5 percent Bubsidy. No subsidy is
paid on exports to soft currency countr:tesor which are termed
"clearing currency countries". In 1975, Mehalla' s .exports totaled
I.E 17.5 million and Mehalia' s subsidy receipts totaled approximately
LE 1.0 million.

C. Farm Price Policy

8.13 For the major field crops, the farmer has to se~ a certain
part of his crop to the GOE at a fixed price announced to the far.mer
in advance.· The Agricultural Credit Bank (ACB) receives the quota
from the farnier on the basis of grade and pays the farmer. Quotas
established by the ACB differ from one crop to another. The average
farm price for a given commodity is that price which, if multiplied
by the total quantity of the camnodity p:a.~oduced, would give the total
value of 'the erOl). It 'is a weighted average representing the prices
received by all methoi::'s of sale. Quantities of the commodity kept
for home consumption or used as seeds in the followihg year are given
the same average price as for quantities which have been sold. The
average fam pric:.e is caJ.culated for each province taking into con
sideration the amolZ.ts of the I:rop going into diff'erent channels.·
The national average if: cs.:.culated l,y taking the amounts produced
in differem pl"ovinces as weights. In 1968, the average price
received by the f'anler fa ..• IS7.5 ki.lograms (one· me'tric· Kantar) was
LE 17.46 a.ne 1h is price i:lcreas~d to LE 25.50 iI: 1975.

8.14 The farm price for cotton repres~ntE the weighted a¥erage
price received by the far~er ~or all varieties and grades. This is
defined by the GOE as the av~~ege pric~s farmers receive for their
products sold at the farm, or to any point to whiCh far.mers deliver
their product,

8.15 The farm price structure is further complicated in that the
GDE subsic:.i.zes ell the agricultu:..~ inputs. The ~armers are proVided
with better variety and improved seeds at a price below cost. (In
the case of cotton, the: GOE bas to provide seeds s.nnually, while

. !
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1\'1' l'l hl'" l't'l'l';: llh'y IL"l' l"'l'\' ilh'd l>\'l't'~' l.hrl'l' Yl':~l';:" 'l'\\, 1~('1': ll:~;:

n:-'l'd l.lIl' 1'1'l-'l' L,r I'l'L"l.i.lL',lT at t.he em.; I l'i' \\' L"lllL',l'L" in l')t,I.'.
'111(' GOE h~:3 not adjusted thl::> subsidy even in light 01' the big
illCreaSef:1 in fertilizer prices experienced during 1973-75. Other
minor subsidies include the cost of transportation of gypsum for
improving soil conditions, subsidy of irrigation for su~ cane
producers and for agricultural extension projects. In the case
of cotton, the GOE shares the cost of controlling cotton leaf'
wonns and the boll worm infesting the cotton crop •.

8.16 The GOE policy on fam prices is that the farmer should
receive a monetary return above cost to induce him to increase
production. While Egyptian agriculturalists concede that the
fanner does make a modest profit, they argue that for the major
crops the price received by the fanner is no where near equitable.

D. Economic Return

8.17 In view of the canplexity of Egypt's pricing, subsidy,
rationing and exchange rate policies and prs..ctices, overall and in
the textile ~dustry specifically, we have not attempted to prepare
an internal rate of return analysis based on a restructuring of
prices, costs, su'bsidies, 'taxes, wages, etc., on a shadow price
basis. Suchan analysis is further cam.plicated bY' the need to
differentiate between the different yarns, fabrics and garments for
cotton, wool and blends as well as intermediate products entering
into the production stream. Such an IRR undertaking would take
ma.ny months to prepare and· the assumptions used would at best be
rOl.:.gh estimates in many instances and thus subject to challenge.
,-nlile it would be an interesting exercise to go through such
.calculations, its principal benefits would be a demonstration of
the adjustments in Egyptian ecananic policies necessary to bring
a.bout 6. rationa2. prici~g structure. We doubt that in~ ;these circum
stances en in~ernal return analysis would be useful in assessing
the merits of this particular project.
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IX. SOCIAL ANALYSIS

A. General

9.01 Mehalla has always ensured the welfare of its employees and
the benefits enjoyed by the employees are sUbstantial--especially as
they relate to workers in other parts of Egypt or other developing
countries. Specifically, Mehalla has:

(a) Initially contributed to the expansion of the· government
hospitals in the city of Mehalla El-Kubra so that these hospitals
could offer medical services to Mehalla' s workers. In 1946, with
the assistance of the Ministry of Health, the company built two
hospitals for tuberculosis and epidemic fevers. And in 1947, it
built and equipped a 257-bed hospital to provide canplete medical.
treatment for employees and their families, at no coet to the
employee;

(b) Financed the const!"Uction of a nursery school, two primary'
schools, two secondary schools and, in coordination with the
Ministry of Education, an industrial preparatory school;

(c) Initiated the formation of a number of workers' cooperatives
in~luding housing, cottage industries (hand-made carpets, needle
work and upholstery items), poultry production and consumer goods
(food prcaucts ana. h01.43ehold 9.ppliances). Each of the cooperatives
is self-sustaining; and

(d) Provided a complete range of social services including a
s,acious, well-furnished recre~tion club, a lending library,
playgrounds, theaters, and a sports complex.

9.02 Employees receive 25 percent of the surplus profit~ of wh:ch
40 percent is dis~ributed in cash and the remaiAing 60 percent is dis
tributed indirectly through ~inanc1ng the benefit programs described
above. The A.LD. loan will have no 1lDmedia~e direct effect in
improving the employees' social well-being beyond what is already
more than ss.tisfactory by any reasonable standards. However ~ as was
demonstrated in the financial and economic analysis of this paper,
the A.LD. loan will impact directly on improving production and Eales
of Mehalla products. This, in turn, will increase Mehalla's profits
and, if history is any judge, Mehalla' s employees will continue to
reap a share of that prosperity.

B. The Role of Women

9.03 Mehalla employs 2,900 wanen, which is eightpercer..t of its total.
work force. In economic terms, women enjoy equality with the male work
:populat1on~ that is, if a woman is performing the same task as that "

f

J
~..,
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l'\'l'fol'm~d lly ~\ lUt1.U. ilht' "'ill receivt:> tlw t'x.u.d, ~;:un\' rat\~ 01' UD\\)Wlt

~ 'f l't'11I\Ul~1't\t:t1.'11.

\ 1.1 )), Complete oqual ity for women in Et'Sl,t will more than likely
take decades to realize. The same is true, to a much lesser extent,
at Mehalla. In this semi-socialistic environment, women are treated
with benign consideration. Women work only one shif't (during daylight
hours); without exception, they cannot work later than nine o'clock
in the evening; they are released from work f'ifteen minutes before
the end of' the day shift to minimize the possible commingling of
the sexes in the streets • Also, pregnant women are given special
treatment. A pregnant woman is given one month' s leave with pay to
have her ehUd. Thereaf'ter, she is given one hour' s leave with pay
per day for the next two years. Once her child attains the age of'
two, she can enter her child in the nursery school, free of charge,
where the child will be well cared for While the mother works.

9.05 The Chairman of Mehalla is a religious and enlightened
individuaL He points with pride, certainl.y with ample justification,
at the humane treatment and respect that the f'emale employees now
receive. On 'the other hand, he f'eels that f'urther major improvements
in the role of' women (e. g., working 'the night shift) w1ll probably be
a slow lUld long process. At any rate, Mehalla will certainly be in
the vanguard in atteI:Ipting to further improve the lot of women in a.
principally male-dominated Egypt.

'.

'L.
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X. ENVIRONMENTAL ANALYSIS

A. 'l'extile rl:J.ntG

10.01 This project does not introduce any environmental dangers.
To t.he extent that this project is one of modernization and rehabili
ta.tion, the repla.cement equipment will decrease the noise level and
the quantity of fibers and dust exhausted into the atmosphere because
of the technological improvements made to these machines.

10.02 Equipment for expansion will generally be the most mdern
and its design will include the necessary safeguards to minimize dis
agreeable effects to the environment. For example, Mehalla I s new
spinning shed (Mill No.7) will be equipped with air f'ilters • The
design of' the new buildings provides for temperature control (1. e. ,
air conditioning )for technical reasons--however, at. the same time
creating ~etter working conditions ~ The design will also allow the
noise level to be kept within reasonable bounds. Gards will be
equipped with floor waste exhaust filters to minimize d~t hazards.

10.03 The textile equipment financed by this project will not
. increase to any significant degree the amctint of effluents currently
being discharged. Fire-fighting equipment and technical teaching aids
being financed under this project will enhance the safety to employees
and the plant.

B. Power Plant

10.04 The new steam power plant facility will consist of a 20
MW addition to an eXisting 44 MW steam power plant. The original
power l'lant was ::.nstalled in 1948 and 1959 and has been in operation
since that time • Actual. increase in load for this project is estimated
at about 20 percent, or trom an eXisting load of 26 MW to a projected
load of 31.5 MW. Siuce tile new 20 MW units will be more efficient than
the original units, actual increase in fuel co:csumption will be in the
order of 10 to 12 percer.t.

10.05 In evsJ.uating the impact on th~ environment, onJ.y the boiler
s"c.ock discharge of flue gas to the atmosp~1e:.."e need be considered.
Noise and vater pollution are no"t a problem since the new 1mits will
operate at a lower decibel level, and forced jraft c~oling towers
wi':'l be used. Th:..s is a closed cycle system and does not reliaire an
ou·~side source of cooling 'Water.

10.06 As with any ste~ power ,lant, exhaust gases dischraged fr\.,:J1
the smokestack may cause unacceptable levels of pollution unless
preventativemeasure3 are taken. This boiler will burn heavy fuel
oil (Mazout) with an ash content of 0.3 percent, sulfur 3 to 5 percent,
no ~1itrogen, and a vanadium content of 0, 002 to 0.003 percent. The
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major air pollutants as a result of combustion could consist of
:rartieulat.E.'s and sulfur dioxide. Both of these pollutants can be
l~ rft~cllvely ~OlltrolleJ. l)y proper plant desil"1lo The desi~ engineer
"ill evnluat.e tlll~ environmental impact 8.l1d air :pollut.ion will be
eOlltrolled through the use of electrostatic precipitation, scrubbers,
stack height and other environmental equipnent as required.

,
eo
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A. Gchedul\:~

12.01 Given the complexity of this project, it is not possible
at this time 'to provide a detailed implementation schedule. For
example, certain procurement must be sequenced properly (the spinning
plant must precede the weaving plant), and the lead time for some
items is short, while that of others is long. Also, certain civil
works construction must be completed prior to installation. We can,
however, state that all procurement will be complete within three
years and start-up. of ell. operations wUJ. cClllDlence within 3~ years.

12. <Y2 A precise schedule will be prepared by a U.S. consultant
and Mehalia, using CPM/PERT methodology and utilizing Mehalla' s 32K,
lCL 1903 S computer. The U.S. consultant will be required to train
a team of Mehalia' s employees :In CPM/PERT techniques and will make
periodic supervisory visits during the life of the project. A notice
inviting intere6ted firms to submit their qualifications and their
technical proposal for this work was published in the Commerce Business
reily on May 22, 1976 with a July 12, 1976 closing. See Annex R on PPT.

12.03- With the above qualifications, :the overal.l project schedule
will be as follows.

Loan Autho~ization approved
Loan Agreement signed
Preparation of IFB's
Consultant for Master Plan employed
Project consultants emp!oyed
Conditions Precede~t met
Project evaluatioL
Project eva.l'.l8.ti~m

Final. datE:: for opening tiC
All equip'1lent :'nstalleci.
All equi~ent test~operatej

Consultant's final report
Final evaluation (end of project)
Terininal Disbursement rete

June 1976
June 1976
Jul./tec. 1976
August 1976
Sept. 1976
Sept.:1976
June 19TT
June 1978
June 1979
June 1979
Sept. 1979
Oct. 1979
Oct. 1979
J\me 1980

B. Contracting Procedure/Procurement

12.04 Consulting services/tec~ic~assistance are planned to be
divided into ttree c::mtracts: ~a ~ the Master Planning; (b) the
Material Handl:':':.:g Study; and (c) all others. Mehalia will. &dhere to
H~dbook 11 (Country Contracting - Procurement of Professional Services)
in selecting and contracting for all ~cnsultants.
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12.05 The U.S. consultants will oversee Mehal.la to insure that
the procurement of equipment to be financed by A.I.D. is conducted in ••
conf'onnity with A.LD. re[;ulations. The responsibility, of course,
will rest with f.kha.llo.. A.I.D. haG already provided :Jome legal
aGdstance tv Ml'11allo. in e:l\.1'laining A.I.D. requirements reg-.u·d.int~

thL' terms and. conditions of IFB's and A.I.D. procurement regulations.

12.06 KSA has identified approximately $20 million of textile machin~rY
that is available fran only one U. S. supplier. A. Ie D. will review . '
these procurement actions to ensure that competition is not available
and, on the sole source procurement items, will ensure that prices
are reasonable.

12.07 All equipment, materials and services will be of U.S.
source and origin.

C. A.I.D. Financing Procedures

12.08 All procurement financed by this loan will be financed by
Letters of Commitment (L/Comm), as will the cost of services perfonned
by U.S. consultants. At the request of Mehalla, A.LD. will either
issue direct L/Comms for procurement and services to the U.S. firms
or open L/Comms wit}-. a U.S. bank(s) selected by Mehalla. The pro
curement L/Comms will l':'st the items eligible for loan financing, and
appropriate Letters of Credit will be issued thereunder to eligible
suppliers furnishing equipment and commodities.

D. Monitoring and Reporting

12.09 Upon signing of the Loan Agreement, USAID will issue an
Implementation Letter which, among other things, will contain the neces
saryguidance and details on the types ,of reports (e.g., progress,
shipping) and the repc:.:ting format s to be followed. ThrouePout the
life of the project, the U.S. consultant will monitor the project
to ensure satisfactory project progress. Any routine problems ~

together with corresponding suggested solutions, will be brOUght to
the attention of USAID in the foI'Ll 0-': monthly reports fran the
consultants and Mehalla. Serious problems requiring immediate
attention will be brought to the personal attention of the USAID
Project Manager and his counterpart in Mehal.la.Project progress
will be determined by measuring actual. results against master CPM/
PERT r~etwork developed by the :;'.S. consultant and will be discussed
at quarterly meetings bet-ween MehalJ.a, the U.S. consultan'C and USAID.

E. Evaluation

12.10 Mehaila will provide USAID with periodic reports an the
delivery of inputs as specified in the logical framework. These
reports will assess the progress achieved in the procurement, assembly
and installa~ion of textile machinery and related se~vices.
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12.11 One year after the execution of tl}e Loan At:reemen t. So. <~Oillt

PSAIJ ~!eha.lla c\-a.lus.:t.icn cf the project will be conduded. t,o e..xamine
whether:

(a) the delivery of the project inputs is on schedule;

(b) the assumptions made are still valid; and

(c) the project outputs can be completed as originally scheduled.

12.12 Further, should items on the CPM, PERT network fail to
be achieved within 90 days of the date indicated, USAID will
internally evaluate the project to determine what corrective steps
will be undertaken and if redesign is necessary.

12 .13 One year after the first evaluation, a second evaluation
will be canc.ucted in the same manner and with the same scope as the
initial evaluation. Upon project completion, USAID and Mehalla will
conduct an "ex post facto" evaluation to determine that the end of
project conditions have been established.

F. Eligibility IEa.te

12.14 The eligibility date for financing any bona fide U.S. dollar
project cost will be J'.l1y 1, 1976, at which time the Loan Agt-eement
will be signed by authorized representatives of the Arab Republic of
Egypt, the Governmer..t of the United states of Anlerica, and Misr
Spinning and Weaving Company (Mehalla).

G. Terminal rates

12.15 Ccndit ions Pi~ecedent. The terminal date for meeting Conditions
Precedent to Disbursemerr.t will be 75 da,ys from the date of Loan Agree
ment signing, the date by which funds will be needed to finance the
services o-=: the consultants who will prepare the Master Develop:nent
Plan.

12.16 Letters of COUDIlitment and Disbursement. The terminal date
fo::- opening letters of commitment wi.:'.1 be June 30, 1979, the date by
which eJ.l orde::-s will"b,e placed; and the terminal date for disburse
ments will b.: J'une 30};,J980, nine months after ali equipment has been
commercia2.1~ o~;>erated, to allow for final pa.yment after guarantee
tests are c~plete.
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A. Recamnendation

13.01 Subject to the conditions and covenants listed be10w,
werecamnend that A.I.D. authorize a loan to the Government of Egypt
in the amount of $96.0 mi11ion for rehabilitation and expansion of
Meha1la's text.ile mills. We further recommend that the loan terms
to the GOE be that the loan principal be repaid in 40 years, including
a ten-year grace period, with interest at two percent (2i) per annum
during the grace period and at three percent (3%) thereafter; and that
the Government of Eg'fllt relend the funds to Mehalla at an annual
interest rate of ten percent (lei) with the principal to be repaid
over a 15-year perlod, including a five-year grace period. Procure
ment of equipment and services shall be of United States source and
origin.

B. Conditions Precedent to Disbursement

13.02 Prior to "the first disbursement or to the issuance of the
first Letter of Commitment under the loan; the GOE sha11 furnish to
A.I.D. in form and substance satisfactory to A.I.D.:

(a) An opinion of the Egyptian Ministry of Jt:.stice or other
legal counsel satisfactory to A.I.D. that the loan agreement
and the correspondinc: sub-loan agreement have been du1y
uuthoriz(!d. and ratifi ed by, .and executed onbehaJ!f of, the
l"".OE ar.d is a valid and legally binding obligation in accordance
wi tr. its terms a

(b) An opinion of the Chief Legal Officer of the canpany, or
other counsel acceptable to A.I.D., that the loan agreement
and the corresponding sub-1oan agreement have been duly
·authorized and/or ratii'::'ed by a.nd executed on behalf of the
company, and~hat they cO.J.stitute ya.lid and lega.:';ly binding
obligations of the campen;>' il: a.~cordance with their ter~ >

(c) 'The na.rr.es of the persons ,who will act as "the representat~ves

of the GOE and Mehalla, together with evidence of their boutho::"1.ty
and the specimen signature of each.

(d) Evidence that the loan p~cceedsrlll be made availab1e to
Mehalla at an interest rate of -::'a::: percent (lei) pera:mum
with the principal to be repaid '')"rer a 15-y~ar pericd
including 3. five-year e:race period.

(e~ An executed contract for the services of a U.S. consulting
finn for the prepe.:.~ation of a :'IIB.ste::- plan for project e:1Cecution.

'0

.-.
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The conditionE (a) - (e) a"Dove shall be included in the loan
authorization •

C. Covenants

13·03 Th~ mE and Nehal.la will be required to Govenant:

(a) Execution of the Project

(i) To carry out the project with due diligence and
efficiency, and in cCJJformity with sound engineering,
construction, financial and administrative practices.

(ii) To cause the project to be carried out in conform
ance with all the plans, specifications, contracts,
schedules, and other arrangements, and with all modifi
ca.tions therein approved by A.I.D. pursuant to this
agreement.

(iii) To submit fer A.I.D. approval prior to implementa
tion, issuance, or execution, all plans, specifications,
cor.struction schedules, bid documents, documents concerning
solicitation of proposals relating to eligible items, con
tracts, and all modifications to these dvcuments.

(b) Funds and Other Resources to be Provided

(i) To make available on a timely basis any Egyptian
currency and any foreign currency in addition to the loan,
for the punctual and effective carrying out of construction,
maintenance, repair and operation of the project.

(c) Operation. and Haintenance

(i) To operate, maintain and repair the project in con
formity with sound engi':1eering, financial and a.dm1nistrative
practices and in such manner as to insure the continuing and
successful achievement of the purposes of the project.

(d) Management

(i) To provide qualified and experienced management for the
project ar_d to -Grs,in such starf as may be appropriate for the
m&intenance and operati.on of the project.

(e) Continuing Consultation

(i) To ccoperate fully with A.L:J. to assure thE..t the ,urpose
of the loan will be accomplished. To th:s end, the GOE,
Me:1alla and A.I.D. shall from time to tune, at the request
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l"lf ~"Ul.\' p3.rt~·., ex~h:lnt"':\." vi.ews throu(:h ~ht.~il' rl'l'r~st:"Jlt:l.ti\·v~;
\ .

with rl't~l.l'lt tl1 thl' l'rly:rer-G of tilt' l'rl1,~t.,,·t, thl' l'er.L\..'rn\~Ult'l'
t,r t.1lt' l~i.)E :u\d l-kh:lll:1. 1.11' it.::; l"lbliOl.t it)lh' lllhkr the It.'tUl

ll.l,;n'l'Dll'nt. thl' pcrl'ol,uance of consult.u.nk;. I'l)lrlractorG ~uHi

:.mpplicl':.) l~nGaged on the project, anti l)ther matters rela.t.ing
to the pl'oject.

(f) Financial Planning

A.r. D. will seek during loan agreement negotiations the
following undertakings frcmtheGOE and Misr Spinning and
Weaving. These undertakings are negotiable and thus are
not being included in the loan authorization.

(i) Within one year from the date of this agreement,
increase the Mehalla's paid-in capital from Egyptian pounds
four million to Egyptian pounds forty million by capitalizing
reserves.

(ii) Within one yea:.: from the date of this agreement, prepare
a study of the pricing policy for textiles, taking inte account
A.I.D. 's observations on the subject as part of a continuous
dialogue on the development of the textile sector.

(iii) To maintain a ratio of current assets to current
liabilities of at least 1.5:1 (60:40) and not to incur or
to have outstandinB any long-term debt if the aggregate
principal amount of Mehalla' s outstanding long-term debt
exceeds l50 percent of Mehal1a's net worth.

(iv) Not to (a) declare any dividend or to make any other
distribution with respect to its capital except out of
accumulated a<ijusted net earnings; (b) purchase, redeem or
otherwise acquire, directly or indirectly for any consideration,
any such capital; or (c) otherwise reduce its capital or prep8¥
any long-teL~ debt, if, after giving effect to any such action
the ratio of current assets to current liabilities would be
less than l.5:l (60:40).

(v) Not to make expenditures, or ccmm1tments for expenditures,
for capital a.iditions in any one year which exceed Egyptian
pounds three million (L.E. 3,000,000), except thoseexpendi
tures and camaitments required for carrying out the Project"

'.
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- COl' y -

MlN ISTHY OF ELUNOMl AND
1~'D~)MIC (U)PERl\TlOO

Economic Cooperaticn Divisicn
Office

of the Under secretary

Mr. Wilbert R. Tenpleton
A.I.D. Representative
Errbassy of the U. S .A.
CAIro

Dear Sir,

cairo, 29th April, 1976

.
toBy we refer to AID/CAIro .!tter of 15/4/76 signed by

Mr. R. N. Bakley and addressed 1:.) Mr. Hassan Abdel Fattah. Deputy
Olairrran, General Organization for Industrialization, CairoI for
the project of rehabilitaticn ard M:xlemization proposed for Misr .
Spinning & weaving Conpany, Mehc•.•la-Kubra, and 'A'hich financing is
ccr.:cenplated to be made through i\ID funds fnxn 1976. '!he relevant
technical and econc:rni.c stOOies ... 're conducted by KSA (Mtmagement
Consultants) as agreed UfX>n wit!. AID,lWashington.

AID office in Cairo has ooIT'l\,miC'.ated to Misr Spi.Jming &
'Weaving Ccrrpany, ~la Kubra, ·:.he c::ontent of a cable fran AID/W
stating that the consultants rernrt has been finalized and re::amend
ing an investIre.nt of 96 million ~JS I))llars inclu:iing 2 million US
dollars in tedl1'lical assistance, '!he Egyptian side is mer-afore
requested to submit an official ·.oan application in oarpliance with
the ti.Ire.:..t3ble agreed upon.

I hereby fonnally solicit L.e loan in question and 3m pleased
to enclose herewith a brief reIX'::t outlining the following:-

I. General Description 0:: dle OXrpany.

II. General description 0:' the prop:>sed projects.

III. Expected cost of the ,).~-op::>sed projects.

IV. General ti.Ire table of ?rojects.

V. Est~ted benefits.
J:.nticipa':.ed additior p.rof~ts of return on
investrrent.
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I am looking forwa.rd to cc~_cluQe t;he prop::>sed project as
scheduled and hope my request w:.,ulCl be forwarded to the ~tent
authorities as soon as possible.

Best regards,

Yours sincerely,

/S/ Garnal El-Nazer

Gama1 El-Nazer
Under 5ecretal."Y of State

for
Econanic Cooperation



DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT

WASHINGTON

THE ADMINISTRATOR

LOAN AUTHORIZATION

Egypt: Misr Spinning and Weaving (Mehalla)

Provided from: FAA Section 532 ("Security Supporting
Assistance Funds")
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I
I

".

Pursuant to the authority vested in the Administrator, Agency
for International Development ("A.I.D.") by the Foreign Assistance Act
of 1961, as amended, (lithe Actn

) and the delegations of authority issued
thereunder, I hereby authorize the establishment of a loan (lithe Loan")
pursuant to Part 2 Chapter 4 Section 532, Security Supporting Assistance,
of said Act to the Arab Republic of Egypt ("Borrower") of not to exceed
Ninety-Six Million Dollars ($96,000,000), such funds to be made available
by subloan to Misr Spinning and Weaving Company (lithe Companylt.) a pUblicly
owned Egyptian corporation, to assist in financing the foretgn exchange
costs of materials, equipment and services for the modernization, improvement
ana construction of company facilities in Mahalla, Egypt.

1. Terms of Repayment and Interest Rate. The Borrower shall
repay the Loan to A.I.D. in United States Dollars within
forty (40) years from the date of the first disbursement
under the Loan, including a grace period of not to exceed
ten (10) years from said date. The Borrower shall pay to
A.I.D. interest in Un~ted States Dollars at the rate of
two percent (2%) per annum during the grace period and
three percent (3%) thereafter on the outstanding balance of
the ~oan ar.d on any due and unpaid interest.

2. Source and Origin. Equipment, materials and services financed
under the Loan shall have their source and origin in the:
United States.

3. Procurement Waiver. To the extent that equipment required for
-"the project is detennined to be available from only one elig'ible
'source, proprietary procurement is autho~~.:zed from that source.



Daniel Parker

Date

".
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(d) Evidence that the Loan proceeds will be made available to
Meh3lla at an interest rate ,of ten percent (10%) per annum
with the principal to be repaid over a fifteen (15) year
period including a five (5) year grace period.

(e) .An executed contract for the services of a U.S. consulting
firm fer the preparation of a master plan for project
execution.

4. Conditions Precedent to Disbursement. Prior to the first
disbursement, or to the opening of a letter of commitment
under the Loan Agreement, the Borrower or the Company shall
furnish, in form and substance satisfactory to A.I.D.:

(a) A legal opinion of the Egyptian Minister of Justice,
or other legal counsel satisfactory to A.LD.', that
the Loan Agreement and the Sub-Loan Agreement have
been duly authorized or ratified by, and executed on
behalf of the Arab Republic of Egypt, and that they
constitute valid and legally binding obligations thereof
1n accordance with their terms.

(b) A legal opinion of counsel for the Company satisfactory
to A.I.D. that the Loan Agreement and the Sub-Loan
Agreement have been duly authorized or ratified and
executed on behalf of the Company, and that they
constit~te valid and legally binding obligations of
the Company in accordance with their tenms.

(c) The names of the persons who will act as the representatives
of the Borrower and the Company for the Project, together
with evidence of their authority and specimen sfgnatures of
each.

5. The Loan will be subject to such other terms and conditions as
A.I.D. shall deem appropriate.

1£1 .
£1,-,-' l
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June 9, 1976

EGYPT - MISR SPINNING l\ND WEAVING CO. ProJECl'
CERTIFICATICN PURSUU;T ro SOCTlrn 611 (e)

OF THE FOREICN AS~:::STANCE Acr OF 1961
AS N.aIDED

I, Wilbert R. Tenpleton, the Pr:Jlcipal Officer of the 1+qency
for International Developrent, I~.3YPt, having taken into aca::>unt,
anong other things, the maintenance and utilization of projects
in Egypt previously financed b\ ':he united States, do hereby
certify that in my juigrrent Er .: has both the financial capa
bility and hUIT'cID resources cal,. ility·to effectively naintain
and utilize the capital assist-;'t:l~ to be provided for the re
habilitation and expansion of tJ:'2 Misr Spinnin<; and weaving CO. t s
plant at ~~alla El-Kubra.

D~: June 9, 1976
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CHECKLIST OF STATl1IORY CRITERIA

TIle following abbreviations are used:

FAA - Fbreign Assistance Act of 1961, as amended.

FAA, 1973 - Foreign Assistance Act of 1973.

App. - Foreign Assistance and Related Programs Appropriation Act, 1914•

r+1A - ~1erchant Marine Act of 1936, as aJlEn::led.

COUNTRY PERroRMANCE

Treatment of U.S. Citizens and firms.

1.-

2.

3.

FAA § 620(c). If assistance is to a
government, is the goverrment liable
as debtor or unconditional guarantor
on any debt to a U.S. citizen for
goods or services f\1rn1shed or ordered
Where (a) a such citizen has exhausted
available legal remedies and (b) debt
is not denied or contested by such
goverrnent? .

FAA § 620(e)(1). If aSdistance is to ----
a goverrment, has it (including govern
ment agencies or subd1visions) taken
any act::'on which has the effect or
nat1ona:izing, expropriating, or other
wise seizing ownership or control of
property of U.S. dtizens or entities
btnefically owned by them Without
taking steps to discharge its
ohligations toward such citizens or
entities?

FfI.A § 620 0). Fisherman' ~ Protective
Act 5. If country has seiz~d, or
imposed any penalty or sanction against,
any U.S. fishing vessel on account of its
fishing activities in international 
waters,

None of the known claims of
any U.S. citizen asserted
against the OOE meets the
criteria of this section. In
any event, Egypt has agreed
to participate in e. Joint
Cornrrdssion to consider debts
of Egypt to U.S. citizens
ahd will seek to negotiate
settlement of such debts.
The Secretary of State l".aa
determined that Egypt' s
agreement to establish a
Joint Commission to discuss
cOlll'ensat1on of American
nationals constit_tes ta.k111;
appropriate steps ~or the
purpose of this section.

No instance of ~v such
5eizur€ or ll~sition of
such penalty or sanction is
now known.



,..

The President, i1'\ accordance
,.rt.th the requ1rern~nt of
section 620(j) has considered
terminating assistance to

"--- E~rpt and has detennired
that no sufficient reason
exists not to furnish the .
assistance,

'.

Egypt has reactivated its
Investment Gua.ra.,,:ty Agreement
with the U.S.

(Annex D)
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The President has not
determined that the recipient
country is involved in such
conduct.

No.

The Secretary of State
has determined that Egypt
is not controlled by the
internatj.onal cCl1lll.D1ist
JI'Ovement.

No instance of any such
present course of conduct
is known.

b. Not Applicable.

a. Not. Applicable.

9. FAA § 62C (1). If the COt.n1try has failed
to institute the investnent guaranty. -
progr~m for the specific risks of
expropria'~ion, in convertibility or
confiscation, has the A.LD. admini
stration within the past year considered
denying assistance to such governrrent
for this reason?

8. FAA 5620Cp. Has the country pennitced,
0r faUed to take adequate rrEasures to
~~vent, the damage or destr~ction,

by mob ection, of U.S. pl~erty?

:1. 1:'l~: ;U\V deduction required by Fis"her-
lrt.'n' s 1'1'c~ect1ve Act been made?

b. has cort'lJlete denial of assistance
been considered by A.I.D. Administrator?

6. FAA § 6Z0(f). Is recipient country
a Comnu.t1ist country?

1. . FfI.d. § 6;-0 (i) • Is recipient country
ir: 8I\v ",~y involved in (a). subversion
C'f, or nd.l1tary aggression against,
the United States or any country
receiv1r.g U.S. assistance, or (b)
the ~'lann1ng of such subversion or
aggression?

5. FAA ~ G~C(b). If assistance is to
R [!:oven urent, has the Secretary of
State determined that it is not
controlled by the international
CCJ1'Il1UJ"l1st rlxwenent?

Relations with U.S. Governnent and Other Nations

~. F:\.l\ § 620 (a). Does recipient country fur
nish assistance to CUba or fail to take
npprcpr1 ate steps to prevent ships or air
craft under its flag fran carrying cargoes
to or fran Cuba.
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,
I.,
•.'

I

"
•

No.

No such default exists.
Reconciliation is taking place
between the books of AID and
the Goventnent of Egypt in
rega..""Ci to DCveral very J'lI1.mr
am:mnts.
Egypt severed diplanatic
relations with the U.S. in .
1967. DiplalBtic relations
hAW' 1101" h~en resumed. tTew
bilateral assistance agree
ments have been entered :tnto
since such I'esurrption.
Egypt has paid all of its
outstanding U.N. obligations.

7he re,ip~ent country is not
kcn\\'l1 t (I be enr,ar,ed in such
a course of conduct.

1"M ~ h;'O (9). Is the government of
the recipient cmmtry in default on
jnter(>st or principal of any A.LD.
loan, to the country?

1 ., .'. ~ ,,( .) T"\.... ~ i. ". ., ~•. - r,. LAies rec.p ent. country
f".~:·nish GOods to North Viet-Nam or
l'l':'Lt +: . sr-J.ps or aircraft lU1der its
n(lf: to CroTy cargoes to or from
North V1et-Nam?

FA~ § 620(t). Has the country
severed diplomatic relations with
the Uni+:ed States? If so, have they
h~~n restmed and have new bilateral
assistance agreements been negotiated
and entered into since such I'eSl.ll1l'tion?

FM .~ 620(u). What 1s the payrrent
Status of the COlD1try' s U.N. obli
r:ntions? If the country is in
an'pars, were such arrearages taken
1n'vG :lC~'ount by the A.LU.
Adm1ni s t.rator in detennining
th!:" curl'ent A. LD. ~erational

Yemy Budget?

Ill. l:;,.i\~· '1'.11. Has the government of
l'l'.:.1pft?ffi cmmtry failed to take
;Kj~>, !llat''3 steps to prevent narcotic
dnl(;:, .121d other controlled substances
(;..15 deflned by the COl1l'rehensive Drug
At' t,e ~'evention and Control Act of
}9'r',J) 'f)r'Cduced or processed, in \"hole
. ~. in ~''il't, in such country, or trans
t-'c2'~ed Q1rOugh such COlD1try, from being
~;old illegally within the jl.lrisdiction
of ~'uch COtmtry to U.S. GoverrlIl'ET'.t
pe"sQnn,:,l or their dependents, or from
env::rin~ 'che U.S. unlawfully?

13.

12.

10.

'.'11.

"

/



Gener :l.~. S~'.l11dness

.'

eo
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The necessary plans and cost
estimates are carpleted.

No further legislative action
is required to ir.l>lema-nt
the prcgrarn than coni"1nJti
tion action pe:.."taining to
the signed loan agreement.

..

\

The President has taken into
account each of the listed
considerations as to current
mi11tary expenditures by the GAO
and has detenn1ned that the.
do not inhibit econardc aid
to Egypt but rather that the
projected program contributes
to the underlying 1nte~ of
the FAA \>bich seeks to reduce
arms costs an! to st1Jll1late
econcm1c deve1opnent.

'111Cl'(' 1s no military base in
E&vPt within the defln1tion of
this section•

:: ,.\ :~ !~:;q. If (a) m1l1tarv base is
---~--....... .
~C'C,l: pd in recipient CO\U1try, and was
. '. 'il~-; ~ rl.lcted or is being maintained or
't"'l\~t~d with funds furnished by U.S.,

:1;1j (b) U. S. personnel carry out
';l~li ~ a..ry operations fran such base,
:l',S ':"he President detenn:1ned that the
'-:' ':ernnent of recipient country has
3utnorized regular access to U.S.
correspondents to such base?

18., ~;·k J 611 (a)(2). If further
lq:!~lative action is required within
"·>,:i;,ient country, what is basis for
." ~'~~mable expectation that such action
'1.\ 11 be completed in time to permtt
lrdr:rly accomplishment of the purpose
of the loa'i •

17. ,;'~:. § Gll(a)(l). Prior to signing of
-,-'?J1 will there te (a) engineering,
(', na:1C iCl1, and other plans necessary
." C'.Tr.'/ out the assistance 8r.d
(>: a reasonably finn est1.mate of ';hc
~":c!: ~o the United States of the
. 1./ si,-; tance?

CONDL.iO~S OF THE LOAN

Millta.::y Expend!tures

16. Fi\A § 620(5). What percentage of
c~.,untr'Y bUdget is for military
expenditures? How tmlch of foreign
pxchang~ resources spent on milltary
l'quirrrent? How much spent for the
pu'dmse of sophisticated weapons
;,:)'steTT1S? (Consideration of these
p()in~s is to be coordinated with
the Btu:-eau for Program and Polley
Cocr.::l.ination, Regional Coordinators
tmd Military Assistance Starf (PPC!RC).)

15.

.7



"

·'

19. :'!',; __~_~__,2(e) • If loan is fer Capital
f,::' ~; ;~~'e, and all U.S. assistance to
1'1' ., 'c' T"c..... ('xceeds $I million, has
r~,:' !'irector certified the country's
c,il'~lL1t.~' effectively to ma.1nta1n and
uti jize the project?

Loan'::; i:~'.;\tiensh1p to AchievenEnt of
. 'Country ~~ld Regional Goals

20. F.:\/·,~, 60l(a). Information and conclu
Sf 1~S .....hether loan will encourage ef
f(",'\ ~ o~ the COtD1try to: (a) increase
U-,.:'low of international trade ; (b)
L'. ,.el~ private initiative and catt>eti
tjr'!', (c) encourage developrrent and
~; '''f cooperatives, credit unions,
illld savings and loan associations;
(d' dtscourage monopolistic
pr:'I."dces; (e) 1nt>rove technical
eL~ltHmcy of industry, agr1cylture,
and comrerce; and (f) strengthen
free labor unions.

21. ' Ff·,\ ~) 619. If assistance is for
~~ <" Independent country; is it
f I,' 'ntsh~d through multilateral
Olr':,l~2'qtions or plans to the
ffi.:-l,tlilli..Ir.l extent appropriate?

wan's ..:.LecL on U.S. and A.I.D. Program

22. Fr" ~ 6Jl(b). Infonnation and
cc~'·~ lusion on how the loan will
er:'r..U!'C'.ge U.So private trade and
it ,('stment abroad and how it will
Ct, '.lraJ_~ privo.te U.S. participation
it : ':':-elgI assistance programs
(1 ," -lllj ~ng use of private tradE'!
-:1" ',:-"i'; and the services of U.S.
PI:~', ate enterprise).

-
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Th. A.t.~. kpre.s."htive 1n
Ef11't hfs SO ccrt ~ 'i4'.

'!he Grant will increase the
now of international trade
and inprove technical
efficiency of industry,
agriculture and carmerce.

Egypt is not a newly
independent country.

'!he great major1t~ of t\U1da
expended are for~ and
services from private U.S.
concerns.



23. !_~.~,--~:.~~n(ln. If a c:1pit:ll
I :... ("'~, An' enr,tnt'Pl'lne and
I"\"'(':~~!('nnl s€'rvicf's of U.S.
r:: ~.~; ;md their affiliates
':~', .. I ~ c the max1mum extent
C( \I\~~ stent with the national
~,,~.-.ere5t?

24•. Fj~ ~ 602. Information and con
C:l.'ls:on whether U.S. small business
wi n participate equitably in the
f~_rd5hing of goods and services
f; : ':~,!lced by the loan.

25. }'d\ § 620(h). Will the loan pramte
(\~·3.5~ist the foreign aid projects
(11' ci~tl'v1t1es of -che Camun1st-Bloc
cO'.1I1tries?

26. FAA § 621. If Technical Assistance
.t~ financed by the loan, infonna.-
~ :on 'lIld conclusion whether such
as~l.stallce will be furnished to
~': ,2 fullest extent practicable as
. -"'-1:; and professional and other
.;~rvi.~e~,franprivate enterprise
':1:1 (l contract basis. If the

. f;i.c111ties of other Federal
a::-;enc1es will be utilized,
i'fn~'T1'ation and conclusion on
.. ;~+:ITr they are particularly
~.. \. ",,:r":'1? , are not cOl'llJetitive
'~;, '- --:.;' r:vate enterprise, and

.,i.. i be made aval1ahle without
:~. ~:1terference with darest1c

Loan' .. ~.':"~ance with Specific Requirements

27. . :'. G60. Will loa'1 be USE.:d to
f, ~--;:I~ pollce training or related
r,'Of9'am ln recipient country?

/1'"'/
. ..1
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ProcureJl'ent of goods and
services will be pursuant to
established AID regulations.

No.

Technical assistance will be
to the gMltest practical extent
fran private ente1l)l'1se CI'l a

. contract balds. •

\

No.
'.



_ 28.
.

PM § 114. Will loan be used to pay
for rel1fonnance of abortiOns or to
zoot1vate or coerce Persons to
practice abortions?

29 FAA § 604(a). Will all coom:xl1ty
procurement.financed under the loan
be fran the Un1ted States except as
otherwise deterndned by the President?

30. FAA § 604(b). What proVision is made
to prevent financing camDdity pre>
curernent in bulk at prices higher
than adjusted U.S. IIBI'ket price?

31. FAA § 604(d).· If the cOCfJerating
country diser1minates against U.S.
rrarlne insurance cCllpan1es, will
the· loan agreenent require that rrar1rle
insurance be placed in the United
States' on cammod1ties tlnanoed by
the loar.?

32. . FAA § 604 (e) • If offshore procure-'
rrent of agr1cyltural ccmood1ty or
product is to be nnanced, is there
provision against such procurement
when the darestic price of such
commodity is less than parity?

33. 'FAA § 608(a). Information on
rreasures to be taken to utilize
U•S. Governrrwant excess personal
property in lieu of the prooure
rTr?nt of new items.

34. FAA § 611{b), App. § 101. If loan
finances water or water-related
}-ind resource construction project
or program, is there a benefit-eost
CCITputation made, insofar as
practlc~ble, in accordance with
the procedures set forth in the
rTmorandum of the President dated
May 15, 1962?

. /
-
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No.

Yes.

Yes.

•
'!here will be no 8ucli
procurement •

Considerat1a'l will·be gben
to the use or excess property
when practical.

\
No wateI'-related land rescurce
:1.S to be financed.

f,
If,.



39. l: "'.i; ~ ~ 12 (d) • {X)es the United States
Z"" ,"'xcess foreign currency and, if
~ ) J ,;ljat arrangements' ha.\'e been made
f:.:r ~ts release?

: .

•
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No.

Endeavor is being nede for
negotiation of an 8g1 eenent
for the reliease of U.8.
Otmed non-P.L. 4~ pounds., .

'!he a.greer.ent will ret penn1t
such use.

No.

No.

'!he agreenent will SQ provide.

T", GIIM1i AI.........· wi 11 ,.
,,..i44h

-

Section 30 and 31 of PL 93-182
~Ft.A of 1973). Will aJ'\Y part of
U~e loan be used to finance
directly or indirectly m1.iltary
or paramiiltary operations by the
t1• 2·. or by foreiWl rorces in or
('V""!, Laos, Cambodia, North Vietnam,
S'-~'..lth Vietnam, or 'Iha1land?

38.

37.

41. T·~.i\ § .620(k). If construction of
prcductive enterprise, will aggregate .
. '"It.:'" of assistance to be furn:13hed
:--:: ;.'~~,., United States exceed $100
rilillion?

40. I"r.;, §620(g). What pr~v1sion is there
G;:',inst use of subject assistance to
Cl1fT~ei15ate owners for E:!xpropriated or
r.ationallzej property?

36. F\j\ § 612(b)j § 636(h). ~scribe

stt"r~ taken to assure that, to the
n-:.xtm.nn extent possible, the CO\.Dltry
1~ contribiting local currencies to
r.\~l~t the cost of contractual and
other services, and foreign currencies
c,.ned by the United States are uti
}5:?ed to meet the cost of contractual
arxl other services.

35 • Ft~.~ §, 611 (c ) • If contracts for con
st !'uction are to be financed, what
J:"I"0vis1on \01111 be made that they be
let on a competitive basis to
rrax:1nun extent practicable?

•



,
'!he ccmn1ttees have been
notified IS days in advance of
obligation•.

..

42. Fi·j·. § 636 (1). Will aJ1Y loan f\1nds be
u~~d to finance ptn"chase, long-term
IpCl:3e , . or exchange of motor vehicle
ffil.rn:-aetured outside the United States,
or any g'...laranty of such a transact1m?

43. llT. § 103. Will aJ1Y loan funds be
used to pay pensions, etc., for
military personnel?

~~. Apr. § 105. If loan is for cap1tal
prcj ect, is there provision for
A. I .D. approval of all CQ'ltractors
and contract teI11l5?

45. 82r. § 107. Will any loan funds be
~E::d to pay UN assessrrents?

~. Apr. § 108. CaTpl1ance with regu
lations on enployIll!nt of U.S. and
local persormel. (A.I.D. Pegulat10n
7).

~7. Apr. § 110. Will any of loan funds
be used to carry out provisions of
F.I't'\ § 209(d)?

48. !f£". § 112. Will any of the funds
J.l:'i ·ropriated or local currencies
r:l:!lerated as a result of AID assist..
3J:Cl~ be used for support of pollee
or pris10n construction and adminis
tration in South Vietnam or for
supt"0rt of pollee training of South
V1etna.rrese'?

49. App. § 113. Describe how the
Com~dttee on Appropriations of the
Senate and House have been or will
be not! fled concerning the activity,
program J project, country, or other
operation to be financed by the wan.

I'
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No.

No.

Yea.

No.

Yes~

No.

No.

•



50. ST. § 601. Will any loan funds be
tj.'";ef for publicity or propaganda
pmpC'ses \..,1. thin the United States
not authorized by Congress?

51. ~'. § bOll. Will any of the funis
apl'rcpriated for this project be
uspd to furnish petroleum fuels pro
duced in the continental United
States to Southeast Asia for use
by non-U.S. nat1Q18.ls?

52. . fv~1A § 901.b i FAA § 6lJOC.
fa) Cont>liance with requirerrent
tt:at at leqst 50 per centum of the
D'0SS tonnage of commodities (cam
puted separately for dry bulk
carriers, dry cargo liners, and
tankers) financed with funds trade
availabIe under this loan shall
be transported on privately owned
u.S.-flag commercial vessels to
the extent t~t sucn vessels are
av~1ilable at fair and. reasonable
rate1>.

-

No.

No.

Yes.
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Pr~IOC'IT;ll•• Nu_ Md,",I., Textile Plant

PROJECT DE (
LOGIC/.L .

SUMMARY

....EWORK

AI.",'x r. l,t. o! Pro,.ct
Fro,., J. Y . . _ ._ to F 'f
To••• :.J S , 1.1, ..; "I ~-=-'__'__
0.11 P'.o-tee:s ",.' l·. I"~

- --- -NARR.\'TIVE-SUM/"·iAAy OBJECTIVELY VERIFIABLE INO/CATons MEANS OF VERIFICATION IY.PORTAN, l.S!:'."J.';>~'O"lS-- -._-- ~

PrOgi",r,'OI $'tC101' Go.I: Thebto,derob,eet,ytto M..su,,, of Go.' Achievemenc: 1. Mchalla Annual Reports Aa"",p"c.nl'or.thIU'lnggc..!tI~...tL

,"""C!\'I\"Dro.oc<cotll"bu'lI" _ Incre,lsed Splnnln{; and Wea"lng 2. Cotton Textile Consol1dation Fund 1. SO COl: ;,~hcy institu~cd ",-:-,1<..0, is a
Provid~ n~c~ss~ry resourc~ requirements Textile Industry seCtor CDP. records disi~ccntive to ex?ort.
in c'iu'l"""nt. m,l[('rl.,ls ;>nd mo1l1po'"'er for - increas~d net export sales. 3. Ministry of Economy Balance of 2. So "o1Jor ...arid recession ..-t;.,cl:i cay
e.~ ..~ll.hlnK a depcnd"bh, no,", of high PaytDClnts records. afhct the rr.arket for tex~lle products.
quality cotton and COtton blended
products for export to generate CO!
foreign exchange.

ADuminlonl for Ic:h".ing ~~_=':',.------

AaaumPtioni for ach".'"8 purPOH:
I. T~xtile and r,·l.il.,·~ ~qulr-·",r.t ..111 be

opc,:r:lll'tf and i.I.tinl.J1nC."d ... c.lsf ..ct",rI1y
by M<'t:.,lla.

2. SUI)rly of r,Jw r... ll('ri:jl~ C... ;:.., raw
COll ... r.5. d}TS, .·l<..) ., ~:"".~ t .. rru;Jt"c:!.

3. Hl·h.,ll,l c<-... Ilt ilIU,':"- t.' r·.lS:"\·S:' .J::~ .. ttr.Jct
c;~jl"t"I{·. '"'Xi'"'r ll'n","d 1':. t:-.':'. rrs.

4. Futur,,' 1ncrl'.jSl·~ Cv!.t~ c ~ ~y

1nfl;>t ion wi 11 b" r" ....d ". to cus-
Lorr.ers thl'r"by ""lint"'n1"" prot'lt
mug In.

- .~llity to i~pro"c pr~t1uct ~~.11ty

e~peci;>lly for cxr~r~s•
... tt3inr...... t'.t o( la~or ~lr ...,4u=e.l .... ~:.y ~:-: or~r

to Sto1CC cxp~ndcd o~~r~ti~~5 wi~~ ~~~rc~:

work force
continu,tion of stron~. ~(C~~:iYC leader
ship
ability to ~cn~r't~ pr~(it' ~~d c~sh fl~v

nel'd"d to ,,"y b."k i)"rro,,·lr.;. T('qu1r.'d
for 1ar~c scal'" 1::l.j'r ..... ·.· ..·"':"("'T'".:. ;r~~r:Ji:':".

Mehalla semi-annual and annual
~roduction reports

"0"" ""',go..:
- r.·~ .• bliitatc dnd expanJ the Mehall;>
SplnnlnK ,lOd W('''''lnj( T~xtllc pl ..nt.
- Lrlc.rt:.I~.c cXJ.I()rts ror torc 19n cxch;- ...gc.
- sup,.ly l"citl P1'uk(·t. wLth con.f,ctLtlvcly

S,rlc('d t('xtLlt: ~rudacl~

- r·fr)c .. :cc l."r..ploynM·nt of thouio3nds of
lJl:rsons

Condilions Ih.1 will indicat. __ 1m boon

odliowd: End 01 p<ojoct stAll"'.
- oiIll annual ad~ill()lIal opora:.lng

profit (b('fore t"xes, Interest
~nd suhs Itll('s bu'. inclUding de~,ra-

cL.c.lun) (,If ;'pl'ruxL",Jlf~ly

$llI,OOO,OOI).
- ,111 Inc.;rc.-Isc lr s;ales volume of

apprnxi".llely $:iO,OOO.OOO by 1'180
«Vl'r pr<>Jc('te-1 1~"r6 pre pl'oJee; vol~e.

- utfll,.,t1on of "xhting I;>bor
forc.(' to rot,"1(! ""W and (:xpnnde·!7'---- +.::-.J!I.!~\1f·'1clur ina. ()1!.l'r:.af':.tpnS.t- .__

Ou!Pul' Moenllude 01 OUI!l<,IlS: • Fi I e rt of U.S COnsultant and
- ,·,t"t,llsl.,:wnt oC i1 more cfUciently _ lncr";os~tl I"IJor r-roductlvfty na r ...o •

o;,(·r .• ti"l( t.,xt~l~ "Iant. - i ..cre.",~tl m;ochinl eUlclencLes' USAlD field visit
.. alt.,i.ru(.•"llt (.If KUC.Hi (In;,ncial return to - fncn,';ast'd :tbliity to produc.e
in~ur~ luture "i"IJ&1lty and profitability st"ntl.,rd yarn.
of the ""'h"l1a c""',,""y. - lncr~,,,e~ ;>IJlIlty to produce

belter fabric gr"des.
- Incre,lsed alII IHy to produce r"ady

made ~i1rments f~r export.
- Inc«·;o,;(·d l' f f k I('''cy of woolen and

worsted o·wr.ll. Lons
- lo·;r f :·\";'.:'J ~'l:"I'; i tl to produce

",'1,,1 i i.v "J.·,r;-: r........ _v ........... t
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~
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1. Textlle ;>n<! related c'Iulpmcnt and
".:,ct.·. (A.I.U.)

2. C"n,-ultl,,1t s"rvlc('S of s U.S. Cll'lll
(A. 1.0,:

). Local s"rv!ces for transpo,·ting,
ar.·,':nblLuS ..ntl Instdling cqui~... t
(l'ichalla)

4. T"stinK of c'll·i ....nt (""hall a)

Imp.monlaIlO" Target (Type and Ouontity)

1. F.rlulpm,·nt "nd parts on site bf
Scpl~mber 1':1 lB.

7. U.S. Consulting firm in count~y

by October 1976.
l. Equipment and parta on site a~d

installation completed by
February 1~79.

4. Finol report of U.S. Consultant.

·Pr~lse magnitude vill be aet b.r
11IAI'V'>V r<:e_n<l<:<l uncleI' ~ehAiel.l
,""si.~aACe portiol;, ot PP. .

1.

Z.
3.

4.

Monthly r~ports of U.S. firm and
USAID spot visits.
Hchalla notifications to USAlD.
U.S. Consultants reports and
U~ID field visits.
Final report of U.S. Conaultant.

AoIurnIltOOftllo' Drovicl,ng input&:
1. [(luilmk..'flt .1ntJ ".tr"ts .1V,Ii! ..~!(" and no

undue "h.·lays .... i 11 to.- ". r.c ..... ;r-:.,'r.:C: 1"
procurc,'rr.ent .1ud Shlpj,"",r.t.

2. No del"ys ('ncount~r~d 1n cer.tractlna
'"'ith U.S. Consultlr.s (I .....

3. ""halla pro"ide. t.n~nci~. of local
currancy cost. in a t1mrly ~r.ncr.

4. No ..Jar del~ct. 1n ~qvi~ftC a
part. procured.

..
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TJo;X'rUE INDUSTRY - PHODUGTION AND SALES STA'J ISTJCS!l

-----.. . -- ~

1961 1968 1569 1910 15'71 1972 l(ns Y
--

Number of Spilidles Y 1,501 1,531 1,61$ 1,691 1,163 1,8l,O 2,120

Nwnbur of Lo('ms Y _ 2$.5 25.$ 25.8 28.1 29.1 29.2 33.6

Production f)f Cotton Pro<h1cts:

- Cottor Yarn ~ 157.5 151.4 162.4 16J~.$ 111.0 119.2 186.0

- Cotton Fabrics~
92.1 102.) 106.1 110.) 10.6 115.9 l1Jl.0

- !ver::lge Count 21•• 2 21~.$ 21~.1 2$.1 2$.) 26.2 n.a.

- Production per Spind~~ 91 105,0 10).0 101.0 91.0 91.0 91.0 87.1

- ~"l"Uu.u.\' '.'.' '.'.' .;<.:.1 Loc:n.1J ) ~ fS ' " J.;. ~ 3.~ .l.9 1..0 11.2
~.v

Consumption of Cottor. P~oducts:

- Cott~n Yarn: %Local 16 15 12 1) 76 14 '/9

• %~"rt
24 2$ 26 21 2h 26 21

,

Cotton Fabrlc6~ .S Local 81 81 79 80 81 82 90 !V

'J. Elcport 19 19 21 20 19 18 10

----------_ .... _.... - --_-.---._-- --_._--~-----_._----

Yearbook of the Federation of ,r..g,yptian Industries, 191)

Partially estimated
'nl~usand8

TIlousand M&tric tons
Cotton Count
Kg per spindle per annwa
Jo'lC3tric tons per loom.per' annUJll

Including imports
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!IjS'!'fJ!'IC,AL ~C~"..c.l. "~Hf~!!

~'(;"!Yf.JAN _(,f;;!~.L .()tt(,~IiJ7,A.iJ.I).li, FOR SJ-J ::?'J~'C. !''iD ."':!;AYJ.!§

(In .i" Ion [.1;)

11
I.'~ 1'~ m~ ~9~ .U71 1.911

f\.il" f;NTis.......l!:

Cub U 16 II IS IS 17

A<cnunl. R.r~lvable 61 67 67 10 66 64

R.'", 1'.01 for III Tnw'"lury . )I 3' 47 47 47 46

Flnlsll(·d Goods lI,v..nl<Jry 50 H l4 )l II J2

SUi'pllel Ir..,;~nlu1':Y 14 U 27 2' II 3S

Vork In ProreSI I"v~nlOr:;, .11 -~! ~ ..!! ~.l .~

Tolil Current Ass~t' 204 211 7.20 22' 222 224

!.J ::.;I?.!~S.m·:

Had>!n"ry Ind E'I,JipUlt"Dt III 114 12S 131 14' iS6

Ot""" Ff.x~d A~I>..t. .11 _7.! -l! ~.~ ..H !~

Cro'$ 'beG .:"_..tl 18.1 iU 203 213 7~ ,,-

Aauntllate~ Iio i.redllUOII 87 " 105 116 III 142

Con.trv~tl~. 1A PrOcr~I' 11 12 12 2Z lS 4'

QTl!gLE1'}~;l'f:I'1i: -U. .~ ...1i . .11 .12 .Y

T"tal Aneta ill ~ ~ !!! ~ 426

q!Y.!'~J1A.~~.qn.g:

!-1r.1t O~"l draft 2' 21 29 27 26 )2

A•..,~"tl raYlbl. 51 sa 1IO .. 60 S6

T.c... ' !'arable ADd Acrru..d r-.p..n.. -n _11 .11 J! _!l .11

rotd ('lLrrent LublHUea llS 111 120 12S 117 120

UlNII:J'!!lJ!.J,f!IIILJTJR:

I..'na-f'n. ~'t • J' 47 SS .. 71

E~!!I: .
C'.arltel 44 44 4S 47 47 SO

" ... ,l""d r.amll\i' (k~..rve.) ~ll lY !Y !U HI .1.n

Tolal Equity .!1.! 117 - !!l. !?! !!! ~A
.-y -

"1'.-, a'. U""illllr, :;n 3J4 354 371 401 426

---- ----_. -- _.._------------------_ .._.. -., •.._----- -.. ---- ._----..._..
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.H.IS!.OJ!)f:4 L. ):.cg!1,E _S~~:!.J:J~,!fl"S

~q~rJ.A_N GJ::t:I:;M..~ ..Q.~ !!!!!'J ION_~OR .. ~C;l'J NN J}~..lJ!!J ~t;AVPC;

. (in Inl1] ion LE)

. 11
!9~.U68- J261U69 _~?~_9j10 .1970/'71 J~72 1~.7.1 !9~

lbta1 Value of PrOductioD 243 . 7-41 ?~.! 276 308 124 ~+.O!

~&e8 and salaries 41 53 n 60 74 79 87

~tCr1a18 & Cc.o:lOtJity Illputff 12S 123 127 US 148 153 163

~rvlces & Non-Con.lOdi ty Input. IS 15 16 17 19 20 22

~F.-I,recf a tioD 11 11 11 12 13 14 16

;.,direct !':Ixes -l1 13 14 15 16 17 -!!.

~8t of Coods Frod'l( . ill 215 225 l.39 270 ~83 ~

Jpcl:atfns ProCit 32 32 33 37 38 41 :})

~1I.4 .y.pEnse. -! -! -.J. --.! '.2 ---1 .IL.
1roCit BeCore Interest and Tax 24 26 28 33 33 38 68

:nt~e8t . ~ ---1 ---1 . -J. ~ . ...! _!.

hofit BtlCore Taz 22 23 2S 3() 29 34 64.. -3 -! _....! ---! -! _.! _?2.

1rofit Aftttr Tax II ..J1 21 26 ~ 28 44- - - ~-- --
-

laUo.
OperaUns Profit 'ss 1 of Sale. 13.2 13.0 J,2.8 13.4 12.3 12.7 23.1

Profit Bc!.,re 't'ax a. %. of Sale. 9.1 10.S 9.7 10.9 9.4 10.S 16.0

Profit After Tax alP, %. of So'll/!O 7.4 1.7 8.1 '.4 .8.1 8.6 JJ .0

.
,

....._--_.._._--- .. -- - - -_ ...__. -_...._. -----
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Process

LABOR COlV ;'L~MENT

NEW YARN MILL PROJECT

(MEDIUM COUNTS - )~,OOO SPINDLES)

Staffing Required
for :nree Shifts

At Levels of
Labor Productivity

Present Target Ideal

.a.~Nl:'X 1

l'a~e 1 of 1

Direct and Indirect Vanable Labor

Opening 32 15 ) 20
Carding 17 10
Combing 59 36 20
Draw;ng 64 36 15
Roving 66 28 16
Spinning 262 181 163
Winding :59 107 100-
Subtotal 4;59 413 334

Indirect Fixed Labor

Opening 20 8 '\ 15
Carding 27 13 )
Combin"g 21 10 7

. D.-awing 16 6 4
Roviroy 12 8 6
Spinning 30 14 12
Winding 35 12 'i0

Clerks 3 3 J"

Utility Workers 6 ..
2L.

General 17 10 10

Subtotal '87 86 SS

Grand Total 846 499 403

-- Overall Labor Productivity

Kg./Man-Hour !.51 4.25 5.26
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Page 1 of 1
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:
(A) ODm:TrlE:: <. .

(1) Pro'loc"tiClllll tra1."\ine ter beginners.
(2) -"!':!.blnr. tor pra::otlOl'1, upgr;U.:l~ 1\00 updatin ~ tor adult••
(J) Su;)C:,visory trai:llne :lJ\J lllnn~:~er1J.l developlM:lt e~8e8'
(~) ~.lt.:I.~il1tI\t1C1\ of h..'UldiCA?:"ed vorlcers.

(B) ACIVrrIES 0.'1 THE TlWNIltG DEPr.:
------~---------

I -
{ S$RIAL A C T I V I T Y No. or trainees T 0 T A L

1 Prevool\tiOl\l\l training tor be~:ners lal 600
2 VreatI",,,J. 'r.'-"'. (.,,",'.. ..•.,.".;\,

!i~~~~:~~, rea~~~o garments,
mec!l:l.o"1!..':l\l am e:!.ect.rlca'l. \lor'.:: ~OP8
an:! qu..'\:!.ity centrol). .

PRO 0 U C T ION 500
~ I

;; A ! }; T E :\ A NeE 500 I 1000

) SuPOrvi:lory and ml\Jlllcerbl traJJUng. 300 300
,

i 4 i..dult oducatien a.nd 1114ro.c,.. SOO 500I
I 5 Productivity sominars. 1 400 1.00

i 6 Cult'.1ra1 and induet-len e~ser" €:a), 600
7 Cut-of-?lant activities (llILs:licr..,

prOernnm~:l, visits) lOO 600 .

x II Toto.:!. of ~ CM\ trQineell. 4J:JOO /JXJO

I covorage: about ll:t.
B I

Tra!.'ln~ sorvicos tor oth4::,,')
,

(educl\ tiOl'l4: anj produetien '::entres). ~oo
, UOO

x To~"~ u~l'i: t~.d.-tG~ "~~PI\c:1~" 5200 5200

(;) 3hr.r: 104 tul1-tiJnerll • 105 P'lrt-t!.mers.

(D) ~c..!.!..~~lLC.!.r:~r~

Sp::1Iline, \lenving (cottCfl, \1001 and b1enc.s), rello.y~'1d~ gar::wJnts, lIIech.'\llios IJJ1d
e!ect~lc~tJ' ma~~Gowont tra:n1ng, adult,edul\tian an~ literacy, inuu3trial safety
~~~ clvil defense.

We are plan:..1n~ to l:lodern1:le tho38 contresT.' introduCUl& nov methods and ;dds
(clo3cd c1rc'.ut r.v., vi3UU Ca3:3ottos, et· .

------~-
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ANNEX L

SECTION I: RECOMMENDED TECHN:CAL j\SSISTANCE

A. GENERAL BACKGROUND

The proposed technical ass ~,':lTl ~I \ programs have the following general
objectives:

1. To aid in ensuring the prope r selection of equipment.

2. To aid in ensuring timely, t{!ective implementation of the rehabilitation
and expansion program.

3. To aid in ensuring that the capital investments result in optimum returns.

4. To aid m achieving productivity· and quality inlprovements and cost
reductions over and aboyl'> those attributable to the proposed capital
investments.

5. To aid in establishing improved planning and control procedures to ensure
continuing results from the :'ehabilitation and expansion programs.

6. To train personnel in moden techniques of textile management.

While all cf the recommended tE chnical assistance programs are deemed to be
important to both the ensurance of the optimum results of the proposed
capital expenditures and to the attainment of additional implovements, one
partic,ularly is connected intimately \Vith the proposed investment programs
and deserves special mention. Thi; is tJ\e apparel technical assistance program.

B.
I ,r' .

APPAREL'ttCRNICAL ASSI~A"·~E

The apparel technical assistanc.,- ;Jr~ ~1lL~ is described in detail in Section vn of
Part Two. Apparel manufactunng is highly labor intensive; where machirie
productivity depends primarily 'lpon the individual operators. Therefore, the
production system, the work·in·~rocess controls, individual workplace design,
operator methods, operator and sl;,pemsory training and attention to individual
motivation an~ activity level alE' more critical to overall productivity than
equipment. The purchase' of new equipment without the proper attention to
these, ,other aspects will not re! ult in the desired levels of productivity and
quality. For this reason, the ~II Jarel technical assistance program has been
included as part of the capital inv<:stmt-nt proposals.

\ i /
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C. SUMMARY OF PROPOSED TECHNICAL ASSISTA.~CE PROJEcrS

Below is a summary of the propo)l~d technical assistance projects, excluding the
apparel technical assistance whic.h has been incluced in the overall apparel
investment.

'.

..

Program

Master Development Plan
Materials Handling Study
Equipment Specifications
Bid Evaluations
Survey of Cotton Spinning and Weaving
Waste Control Program in Cotton Spinnmg
Production Control Program in Cotton Spinning
Cost Reduction Program in Cottor.. Spinning
Start-up Assistance in New Yarn ~ill

Engineering of Warping and Sizing
Waste Control Program in Cotton W'!aving
Production Control Program in (fon Weaving
Cost Reduction Program in Cottor: Weaving

Total Estimated Cost

Estimated
Cost

$ 70,000
165,000

60,000
120,000

50,000
160,000
120,000
400,000
160,(00

60,000
200,0('')
140,000
400,000

$2,105,000

j .

\

D.

Following is a brief description cf the scope of work envisioned in each of the
proposed technical assistance prOf;:ams.

MASTER DEVELOPMENT PLAI"

The implementation of the propo)~d rehabilitation and expaD$ion plan must be
planned carefully and monitol'tt. effectively in order to ensure optimum
results. Because of the complexi:y of the project and the interrelationship

\ among manufacturing units, the sequence and timing of each element of the
~ject bear on the overall results. For example, increased wf:-aving capacity

prior to the development of ;ncre~d yarn supply could result in idle
equipment; equipment prOCl,;"rem ?nt prior to completion of physical facilities
could result in unnecessary capit~tl being tied up; and e~:lipment erection prior
to personnel training could result .n low equipment product~vity.

\ /
~
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It is recommended that a mastl'! plan be developed, using the Critical Path
Method (CP~) and that the plar be monitored frequently, ideally through the
use of the Program Evaluation Rrview Technique (PERT).

The general scope of work envisk·red in this program is as follows:

Development of a thoroul". understanding of each aspect of the program
and the interrelationshi~s of -.i.eindividual projects.

Development of a projer -:l?twor~," a graphical representation of the
project plan, showing the m:E'r~elationships o! the various activities.

In conjunction with Mehalla management, determination of realistic time
estimates for each element cf the program.

Review of the "network" for each individual project with the responsible
Mehalla manager for that project.

Obtainment of agreement "Jf the elemental "network" and the overall
project "network."

Development of input requr:ements, frequencies and responsibilities for
project status review and ev,l:J.ation.

Development of review a.ld status evaluation procedures, including
consideration of the use of :\'IehaHa's computer.

Training of several Mehalla personnel in the C~ and PERT techniques.

Training of someone in Mehalla to act as overall project coordinator.

Periodically monitoring the program and reporting of findings and
recommended actions tv ~1ei-}alla'~~nior management., .

This assistance ideally shouid1t t' :'lvided by an indhidual or finn skilled in
CPM and PERT techniques 2...~d with intimate knowledge of the textile and
apparel industries. The assist~ .. '.. ~ ... ill require several months of on-site work at
Mehalla at the very beginning ..:;~ :ne project, followed by periodic visits to
monitor the project throughout tlH c.uration of the project implementation.

The estimated cost of this assistanre is $70,000.
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E. MATERIALS HA.'\TIU~G

In Section X, Part Two, a study I)f the overall materials handling systems has
been recommended in order to determine the economic jus~!fication for--)
improved materials handling and. if justi!ied, to specify t!le type of system
which should be installed.

".

..

The general scope of work for :.nis assistance is described L"l Section X, Part
Two of this re,ort. The assistanc( is suggested in three phases as follows:

Because capital expenditures fOl'improved materials handling sh,ould not be
made until after a fe~ibi1ity/conceptual design study has been undertaken, this
study should be conducted as soon as possible. Different from the other
recommended technical assistan~l~ programs, this study must be conducted
prior to a final capital investment decision and development of specifications of
equipment.

$165,000

$ 50,000
40,000
75,000

Estimated
Cost

Analysis and Conceptual Design Phase
Detailed Design Phase
Implementation Phase

Total Estimated Cost

F. EQUIPMENT SPECIFICATIONS

The development of equipment spec£~ications is among the first steps in
implementing the proposed pJoject. The proper development of these
specifications is vital to the suctess of t!le project. Mehalla management has
considerable experie:.1ce in deve: oping equipment specifications; and, among
the Mehalla management, there is;: great deal of technical expertise.

However, there are several factors which :,:uggest that assistance in the
development of the equipment sp(~~ifications'isdesirable:

I,

! 1./".I '
1
I

1. The magnitude of the proj):>sed investmer.t will req':.\ire not only the
development of specificat yrlS for each individual major piece of
equipment but also an onrall review c~ the specifications, requiring
knowledge of cotton, woolen and worsted systems of manufacture.
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2. Sinl't> tht' Spt'cifications sho'·I.d be dt'veloped as soon as possibll'. outside
assistance, unencumbered \;\th daily managerial responsibi.!itil's. could
serve to expedite the process

3. Since U.S. equipment is inyolved, it would be highly desirable to have
someone intimately familiar with U.S. equi,ment and U.S. equipment
suppliers involved in the devE·lopment of the specifications.

The general scope of work involved in this Ulistance is outlined below:

Development of a thorou~~ undersf:anding of each project.

Development of a t~oroug.'t understanding of the end product
specifications trom each project.

Development of desir('~ capabilities, capacities, performance
characteristics, flexibility ar.d technical criteria for each major item of
equipment.

Preparation of written specif~cations for submission to potential suppliers.

All of this work should be dOnf! in conjunction with Me!talla management,
working intimately with each ,ey mar-~.ger in the development ot the
specifications.

The estimated cost for this assistal'i(:e is $60,000.

BID EVALUATIONS

The objective evaluation of the ,ids and proper selection of equipment are
fund.unental to the success of t;le project. As with the development of
specifications, outside assistance in the evaluation of bids by persons intimately
familiar with the projects involved and with U.S. equipment could aid in
ensuring proper selection as well (~ reducing the time of Mehalla management
for this det'liled work.

The general scope of work involve<.: :n this assistance is as follows:

Determip~tion of bid '.
conformance to specifi, .
place, etc.

. .ation criteria such as cost, guarantees,
'echnical assistance, similar equipment in

:>etermination of value to b~ : :<gned to the various criteria..

\ /
'\.~.~/
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Detailed review of the :-C:i in order to evaluate each according to the
evaluation criteria.

Discussion of bid review analy!\is with appropriate Mehalla manager.

Preparation of written rep·)et on the evaluation of each major item of
equipment.

Review of final evaluation \\ith senior Mehalla management.

Determination of supplier cr request for additional information or revised
bids if required for final detw~mination.

Ideally, this assistance should be ;Jrovided by the same source which provided
assistance in the preparation of eqllipment specifications.

The estimated cost for this assis,ur .ce is $120,000.

H. SURVEY OF CO'ITO~ SPINNn\G AND WEAVING

As pointed out in Sections I and II of Part Two of this report, cursory analyses
permitted during the course of his study indicated that considerable potential
exists for cost reduction in the e'::~ting cotton sp.inning and weaving operations
through improved labor productivity, improved machine efficiencies, reduced
waste levels and improved production planning and control. These cost
reductions could amount to several million dollars annually. Since the existing
operations are intimately involveci in tht> proposed project, their efficiency and
costs are fundamental to overall project success. In order to identify and
quantity the cost reduction potpnti~ and develop plans for improvement
programs to achieve this potential, a survey of the existing cotton system
spinning and weaving operatior.z ~'i ~'?commended.

The general scope of w,)rk enviaiored for this program is as foUows:

".

..
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1. "ollection of data and infornation f:.om each cotton system spinning and
weaving un~' on items such a-;:he following:

Product mi.x.
Lot size.
Machine speeds.
Job assignments.
Indirect labor complem.mt.
Supervisory complement.
Package sizes.
Waste levels.
Quality levels.
Running conditions (ste,p levels, ends down, etc.).
Work-in-process levels.
Productivity (machine -',-.1 labor).
Unit balance.
Machi:le downtime
Elemental costs (ra"v l!"+-erials, labor, overhead).

i

!
!

2.

3.

4.

5.

6.

7.

Interviews with manutacturin~ management.

On-the-noor observations anel studies of major operations.

Development of cost, productivity, waste and quality performance tor
each unit.

Comparison of current perfo:mance with achievable performance levels.

Development of cost redllctk., potential in each unit by cost element.

Development of a cost redu ~ ':iol.'1 program plan detailing the following, by
unit:

Cost reduction goals.
Programs required to ef1~ct the improvements.
Techniques to be used.
Mehalla staff required te· implement the programs.
Training required to preJar~ the ~ehalla staff.
Priorities and sequence (If implementation.
Estimated calendar time r:::lr each program.
Outside assistance reqU!l ~d.
Estimated cost of ead, '·'Jgl'Rm.
Es~imated cost/benc-'1 '~\atil ~ip from each program.

\"~rll
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8. Preparation of a written report covering the findings, conclusions and
recommendations.

The resulting report should fonn the basis for the decision to embark on the
improvement programs in ':~(' COtte-f, spinning and weaving units described
below. The survey would de"( ~lne the feasibility and economic justification
of these programs. While ot:;.' ' :r analysis indicates that the programs could
result in substantial benefi':.S. :i.1: proposed survey should be undertaken to
verify this and to provide Mehal!2 management with a study of the economic
justification and a plan of implemf:1tation.

The survey should be c,onducted by a firm or persons with in-depth textile
experience and skilled in management techniques such as industrial engineering,
production planning and control, waste and quality control.

The estimated cost of this study h $50,000.

I. WASTE CONTROL PROGRAMS

Assuming the economic justifica-;ion for a program of waste reduction and
control in the cotton spinning ar:.d weaving units is confirmed by the survey,
the following general scope of work is envisioned. The scope of work, of
course, would be defined in greatl~r detail in the survey report.

1. Identificat~on of current Wa!te levels by process, type and cause.

2. Development of waste contIol reports by process, type and supervisory
and managerial unit.

3. Development of corrective lction to reduce waste created by improper
machine settings, POOl' M,ai~ltenance, improper handling, and operator
created.

4. Conduct of supervisol. :',.' ·'anagement training sessions on effect of
waste on cost and profit..:. ., c on theory and practical application of waste
control.

5. Establishment of standard lelels of waste by process, type and supervisory
and managerial unit. '

6. Follow-up with managers, supervisors, maintenance personnel and
operators to ensure desired p:rformance.

\ /
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7. E.xamination of final prod Jet specifications and raw material input to
detennine potential for ra" material savings through improved lay-down
and blending techniques, bler:ding by micronaire, etc.

8. Development of overall, coordinated waste control reporting system
including supervision, unit management, department management and
summary and exception repo'ts for top management.

9. Training of several key Meh da personnel in waste control prOCedures and
in monitoring the program tc '!nsure continuing results.

10. Documentation of all techn:.ques, procedures and controls and conduct of
management seminars to ensure understanding and acceptance.

These programs should be conducted by' a firm, or persons with in-depth textile
and waste control experience.

The estimated costs of the technical assistance for these programs are $160,000
for spinning and $200,000 for we lving.

J. PRODUCTION CONTROL ?!tOGF:.AM

Production scheduling and con:"~l at Mehalla are extremely complex,
particularly in the cotton spinnin:; and weaving area with its six spinning units
and 13 weaving sheds. The aeVc.lo:--ment of an effective production planning
and scheduling system can aid ~n ensuring no idle equipment time due to
unavailability of stock, in redur.:ng work-in-process and capital tied up in
inventories, and in improving cush·mer service. From observations made during
this study, there were indications that a modern production control system is
needed at Mehalla. With the mo(:~rnization and expansion program, the need
for such a system will become mo:'£' acute.

The general scope of work envisio:l~d for this assistance foHows:

1. Review of current proC4u,~tion planning, scheduling and control
procedures.

2. Collection of informatior on production levels, product mix,
work-in-process levels, ra'Ij materials Inventories, finished goods
inventories, throughput time!. etc.



3. Identification of current responsibilities for production planning,
scheduling and control ane conduct of interviews with key personn~:

involved.

4. Description of current system, including inputs, outputs, frequencies,
reports, controls and responf.ibilities..

5. Identification and quantification of improvement potential.in tenns of
reduced downtime, reducE'~ work·in.process and improve~ service.

6. Conceptul;l' design of ·.""1proved system including general input-output
requirements, responsi}:O;1it;oc;. ~ortions to be computerized, etc.

7. Review of conceptual design w:th Mehalla management.

8. Detailed design of the improved system, including programming
specification.

9. Monitoring of Mehalla's prollamming staff and program testing.

10. Training ot key users ot the r:,stem.

11. Monitoring to ensure toreCa3t results.

This assistance is estimated to cost $260,000.

'.

,.

K. COST REDUCTION PROGRAM L~CO'ITON SPINNING AND WEAVING

The general scope of work en\i"ion,.-j in the cost reduction programs is as
follows:

Cost· reduction programs in the (0tton :spinning and weaving plants should be'
considered if tlie proposed sunEy of these operations indicates a desirable
cost/benefit relationship. We are of the opinion that these programs can easily
be justified. The programs woul:i be especially timely in achieving increased
labor productivity in order to ensure the ability to staft the expanded
operations from the existing worl: force.

Selection and training I.' '.., (j 20 capable ~ehalla employees in time and
motion study, frequency ~: "'1(i!t£.techniques, work sampling plocedures
and basic princi;Jles of ir~c:~~:;~.'>..! engineering.

1.
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2. Taking 0r,€ operation rr .\ '.. ";'Ie, supervise and direct the engineering team
to accomplish the follo·.···~-:-,. .

Analyze methods and pro,:edures.

Improve methods and pr~cedures.

Determine proper jo') loads for direct labor thr?ugh work'
measurement.

Determine expected ma:hine efficiencies.

Determine proper indirf'~t labor complements.

Establish standards for machine speeds, package sizes, labor
complements, machine l~fficiencies, productivity levels, and running
conditions.

Establish control repc Its for comparing actual performanee to
standard.

Establish procedures fOl frequency checking running conditions.

3. Train two training coordina-;oIS, one for spinning and one for weaving,
and 20 to 30 instructors in analytical ~raining methods.

4. Supervise the implementation of analytical training programs for
retraining employees in the improved methods.

5. Conduct management seminl.\1'S on industrial engineering, analytical
training and cost reduction.

6. Conduct supervisory develoI'ment seminars to expose line supervisors to
the basics of industrial engineering and analytical training and to develop
involvement of the S'.1pervisOll; in the cost reduction programs.

7. Supervise follow-up, contrc.J and monitoring programs to ensure
achievement of results and ccntinuation of the improved performance.

t
I..

\ I
~,
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In addition to the cost reductic·ns which would result from these programs,
they would provide the ('omr~:v with a trained group of work study and
operator training personnel and :ndustrial engineering and analytical training
programs which could be exteO('f~d into other areas of the company.

These programs would require H ..eral calendar years for completion, and the
estimated cost is $400,000 for sp.:ming and $400,000 for weaving.

L. ENGINEERING OF WARPL~G Jl.'ID SIZING

The warping and sizing operatiolls are centralized, and the quality of the sized
beams has a significant effect on weaving efficiency. As pomted out in Section
II, Part Two, one percent increase in weaving efficiency could result in
additional contribution of atc.ut $80,000 per year. Therefore, it is
recommended that· an engineei., ~ prt:'grarn be conducted in this department,
concentrating on improving t:~~ '1ua1h.. of the sized beams but also including
methods impruvement a: .c ~( "~lopment of standards for equipment
productivity and labor.

The estimated cost of this program ~s $60,000.

M. START-UP ASSISTA.~CE IN THE NEW YA&.~ MILL

To ensure an effective start-up 0: the new yarn plant, a program of technical
assistance is recommended. The program should include the following:

1. Development of standards te·! productivity, machine efficiencies, labor,
waste and quality.

2. Development of control and ,eporting systems for productivity, machine
efficiencies, labor, waste ana r:.uality.

..
3. Training of first-line supeNisi<?n.

4. Implementa~ion of an analyt ::-:al training program for operating personnel.

5. Development of a schecule fm machine erection, machine commissioning,
personnel intake and training and production bul1dup.

6. Overall coordination of plant ::::art-up.

The estimated cost of this ~.. :~;\' is ~::;o,OOO.

..

.~



..
..,

Pace 13 of 2ts
A~~EX L

SECTION II: GENERAL OBSERVATIONS

A. LONG-RANGE PLANNING

1. Introduction

During the course of th.,; c<'Jdy, the desirability of the preparation of a
formal long-range plan was .-oted. In view of the size, product diversity
and complexity of the ccrnpany, coupled with the dynamic nature of
world textile markets and textile production and the rapid development
and increasing cost of textile technology, the need for a formal long-range
plan for Misr Spinning and ',veaving Company is particularly acute.

2. Philosophy and Objectives

As the first step in the de",:lopment of a long-range plan, it is suggested
that management develop a clearly stated corporate philosophy. This
should state the basic belil~fs of management and what the company
"stands for." It should place emphasis on those aspects of the company
which management wishe! to stress, for example, its people, product
quality, product developnent, technological leadership, efficiency,
customer sen-ice, etc. The philosophy should articulate the underlying
mental attitude against wh .~h corporate objectives can be developed and
within which management c:dions and activities will be taken.

Following the statement of corporate philosophy, a brief set of overall
corporate objectives should be developed. These should include the

. following:

Financial objectives.
M3.rk~t objective!'=.
Growth 0 bjective5.

3. Market Plan

The marketing plan should:onn the basis of the overall long-range plan.
This plan should look out:.nto the future in a fairly definitive way for
thn:e yea...'"S and in a generc I way for at least five years. The market plan
should include at least the f:llowing:

a. Analysis of domestic m ll'ket by major product group.

b. Analysis of export ma~:;ets by major product group.

\~M1/
~~
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c. Analysis of major ': :!lpet "/-rs domesticaLly and in the export
m~kr:..:..

d. Analysis of the com~anv's strengths and weaknesses in such areas as
product design, procuc' Quality, product costs, and customer service.

e. Determination of percell; of sales desired for domestic and export by
major product group.

f. Three-year projection, hy year, of sales volume, by major product
group, and by country.

g. . A more general projecticn for at least five years of sales volume by
major product group fOl domestic and export sales.

h. Identification of areas .~ ~ weakness and plans for improvement, for
example, product develc~ment, sales force, procuct quality,' etc.

4. Manufacturing Plan

The manufacturing plan should be developed from the marketing plan.
Current manufacturing capaJilities and capacities should be compared
with the marketing projecticns. Requirements for additional capabilities
or capacities should then bl! developed. Cost estimates for equipment
replacement or additions should be prepared, together with a timetable
for developing the required capabilities and capacities to meet the market
projections. The manufactur,ng pian should include items such as the
following:

Projected product ca~abilities.

Projected capacities by -" -:·)r product group.
Projected space and equ;:-.·..~nt requirements.
Plans for effecting productivity and quality improvements.
Projected expenditures fl)cplant and equipment.
Projected labor requirem~nts.

Projected manufacturing costs.

.
«
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5. Personnel and Managel'i1er."

: Based upon the manuIa{'t·..:.rin~ plan, a management and personnel plan
should be developed. -~",i~ w:1ould include an analysis of personnel,

-.' supervisory and mana~er:1e'lt requirements, taking into account
anticipated turnover ane: ":'e":'ements. Key management requirements
should be noted and candkates for filling the requirements identified.
Plans should then be develo.;>ed for preparing the candidat~ to fill the
identiCied positions.

Anticipated reductions in direct and indirect labor through technological
improvements and produl~'Civity improvement programs should be
developed and compared with anticipated requirements in new or
expanded production uni":s. Plans should then be developed for
transferring and retraining tole f'Se personnel.

6. Support Functions

To support the market· and manufacturing plans, the support functions
should develop plans for theJ' areas of responsibility. These should include
planning and contro~ sy;tems, quality control, maintenance and
engineering, power and water, etc.

7. Financial Plan

Based upon the market, mi.nufacturing, personnel and support function
plans, a financial plan shculd be developed. This plan should include at
least the following:

Investment require;:···. ,-
Projected changes in: . ,:S and expenditures.
Cash flow projectior.-.
Pro forma profit and k'.~ ~-~~ments.

Projected balance sheet;

,
) .
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8. Long-Range Planning Respon j bility

Long-range planning should be the responsibility of the Chairman. It
might be desirable to form " ~ong-Range Planning Committee consisting
of the Chairman, Financial Director, Marketing Director and a senior
manufacturing manager. Th..- ,:ommittee should develop a format for the
plan elements, establish tinw'l.ables for completion of each element and
re\'iew and approve the elen.Emts and the ~inal plan. Each ye~, the plan
should be updated.

The first year the plan is dev~~oped will be the most difficult. However, in
view of the magnitude of the proposed expenditures and the work which
has already gone into the analysis and developmen~ of these, it is
suggested that serious consideration be given to the development of a

.long-range plan by the end of 1976.

B. ANALYTICAL OPERATOR TRAI.:nNG

1. Background

Textile and apparel manufacturers are faced with a severe shortage of
skilled workers in most p?:::;.~ of the world. Due to the increased skill
requirements in these industries, employee selection, training and
retraining procedures demanll intensive appraisal by manufacturers. These
functions have assumed a new importance; and, in the majority of
companies, the need to upgude them hali become critical. The traditional
training procedures follow(·d by most manufacturers have been
unsystematic, increasingly eX.Jensive and generally ineffective.

A basic analytical approach to training has been used successfully in many
industries since its developnent in Great Britain during World War II.
Since the early 1960's, analydcal training has given the textile and apparel
industries a scientific, special~~ed and systematic approach to the task of
training textile and sewing nachine operators. As practiced, it combines
basic industrial engineering with concentrated training techniques to
provide manufacturers with a highly effective means for both training new
employees and retraining e,:perienced operators whose performance is
lagging or whose job content is substantial~y changed.

From our observations at the Misr Spinning and Wehving Company, it is
our opinion that the applic<.t:onof .analytical tlaining to the training of
employees in the proposed "l€W manufacturing llnits and to the retraining
of current employee.; r -.':'j lead to significant improvements in
productivity.

~l
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Objectives of Analytical Trahing

The underlying purpose of analytical training is to provide a company
with the means to develop :..nd improve human skills and performance
rapidly and effectively. Pr .hiding good training and retraining for a
company's employees :.. ~ hUf!''Ule and worthwhile project. To be
successful in this develorl~l:?nt of ,.;perato!' skills, analytical training must
be caretully planned, \ ...~dec and controlled in order to achieve the
following specific object~\'es:

o. Increased Productivitj

Increased productivity b realized by:

Training new operttors faster.

Raising the perfonnance of experienced operators by retraining.

Raising the perfor~ance of transferred operators (experienced
operators who havE' been changed to a different job or product).

Reducing labor turnover or failure rates, particularly among
new employees.

b. Reduced Labor Turnover or Failure Rate

The turnover rate, or failure rate, in most companies tends to be
highest during the learning period. Once a new operator achieves the
performance level of t~,e experienced operators, he or she tends to
stay with the job e>:cept for mainly unavoidable causes and
particularly upsetting circumstances.

Analytical training ;-:a:; ;'.; m; \1 effect on the inexperienced opera ':Or
tUfT'(W~r, or failurE' ";',~lping new operators to gain job satisfaction
and high performa;, -.:> ::: arnings in a much s~orter time.

Control andreductbr : 1wanted turnover, or failure, during plant
start-up or expansion: ...;0 of particular importance, since during
expansion it is usually r (~cessary to dip lower into th~ labor pool for
new recruits or transfers; and the lower down tile list of q\ialified
prospects a company J':>es; the greater the need for intensified
training.
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c. Improved Qua/ity .

Another aim of analytical training is the improvement of the quality
of operators' work by t.le development of correct job methods and
skills. This is true no~ n:l1y with completely unskilled operators but
also with experienced :perators who

j
may be highly productive but

whose quality performarce is poor.

..

In addition to the above, analytical training helps provide:

Improved recruiting.
Improved job methods.
Improved supervision.
Fixed overhead recover".
Increased plant flexibili~.

3. Elements of Analytical Training .

Much of the success achieved with analytical training can be traced to two
key elements:

Some salient characteristics (f. the analytical training approach include:

4. Method of Accomplishing Objuetives

Separate training centers in which trainees and retrainees can
concentrate upon learning without the c:stractions of the production
floor. These centers shc'llid be located within, or contiguous to. each
major production unit.

Complicated prodt:.ctio;l operations are broken down to their
smallest component sk:lis through detailed scientific analysis so that
they can be taugl-. t (:"f~ctively through repetitive practice and a
"rebuilding" of the components into the complete operation.

The specialized analytical training technique is applied from an
engineering perspective. Training specialists who are also experienced
production engineers IT.llst design and ins~all analytical programs to
fit the particular condil ions and requirements of the labor force. the
individual plant and ;:le particular product or products to be
manufactured.

a.

//.
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b. Analysis of the operCl.tion to be trained isolates its various skill
elements, which provide the basis for designing a series of training
exercises. As the analytical training program develops, a r£'sident
training director begins '0 do this important work on his own, having
developed the necessar; skills for doing so during the initial start-up
phase.

c. Basic skill exercises a:e ~racticed by the operator in short, repetitive
exercises but at full poduction speed.. As the trainess reaches a
predetermined level of proficiency in each skill, he or she goes on to
more difficult exercisEs. Gradually, skills are combined until the
operator is practicing t~,e entire operation.

d. Stamina buildup is achieved as the trainee progresses from short
practice runs to longer and longer cycles, until he or she develops the
stamina to perform the operation properly over a full day.

e. Training instructors wor~: closely with the new operators, as weJJ as
with experience~ operato~ undergoing retraining. Under the
supervision of the tralil.ng director, they provide constant instruction
and follow-up to er.surp T~at the training will last.

f. Selection and testin:;rocedures must be modernized to give
analytical training pr );"":".:ns the best opportunity to succeed. In
particular, proper testi1g of new recruits and retrainees makes it
possible to match thE abilities of an employee, such as finger
dexterity or eye-hand c :;ordination - with the physical requirements
of a particular operatior .

Obviously, one of the most ..mportant phases of the analytical training
program begins with the sea"'~h for and selection of the training director
and instructors. The success of the training program depends upon these
people since they are the Oli:,S who have the day-to-day contact with and
responsibility for those bein,:" trained.

Their training is equally imp Jrtant and must be under the initial guidance
of a graduate engineer specializing in textile/apparel training and with
experience in the specific or closely allied product.

\~/
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5. Results in Plants Using Analytical Training

Typical results achieved in plan'~ using analytical training have been: ..

An understanding ot these nu:nbers can only lead one to the conclusion
that other improvements mus; follow and that everyone involved must
benefit. As mentioned earlier, some ot the additional improvements take
the form ot such things as:

Reduction in Training Times
- Successful Trainees
- Unsuccessful Trainees

Reduction ot Unearned Pay (o!. Losses
Sustained Due to Guarant€l?d .~age)

- Successful Trainees
- Unsuccesstul Trainees

Reduction ot Replacement C~)S~::

Productivity Increases Retrainees

69%
59%

67%
54%

65%

32%

Increased earnings.
Overhead recovery.
Reduced turnover.
Improved quality.
Increased flexibility.
Improved morale.
Improved supervision.

C. IN'DUSTRIAL ENGL1\1EERL~G

The industrial engineering function ::.t Mehalla is weak relative to the potential
tor cost reduction and overall rr.i.J1ufacturing improvement. As pointed out
several times in this report r)"~' of the primary challenges to ~.1ehalla

management is to improve labor ~ ':"Jductivity. Industrial engineering can be the
primary function Lor the deve' . to of productivity improvement.
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It is recommended that addition'" omphasis be ltivl'n to industrial engineerin~;

that an effective industrial en~1Jll'ering staff bt' d~vt'lop('d; that specific
programs with quantified goals bt! planned and that the industrial engineerin~

effort be measured. against these g(~CLls•

As labor costs increase, the compl"titiveness of Mehalla may diminish unless
considerable effort and attentwn is devoted to the improvement of
productivity.
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TECHNICAL ASSISTANCE - NEW FACTORY AND REORGANIZATION

We believe the foregoing shows that, while the proposed investment is feasible,
an investment in equipment alone would be difficult to justify. The new
factory should be set up in the best 'nanner known, and the existing factories
should then be reorganized or conerted to emulate this model. The basic
objective should be a reduction in the total unit labor cost by improving
productivity while increasing ope:-a·;or take-home pay and quality of the
finished product.

These goals can be achieved, but 4! good deal of technical assistance will be
required before the following changes and improvements are accomplished.

At the heart of the reorganization ~ a change from the present line system to
what is called a mobile bundle unit :~U). Essentially, a~U is a production
system based on a bundle as the ur it of work and operations are divided for
maximum efficiency. The job con ;ent of each operation is set for this
efficiency without regard for the b.tancing required in a straight line. Work
tables are designed for each operation, and specific handling methods are
determin~d. Thus, each operator's ea~,"lngs are dependent only on her own skill
and the effort she puts forth.

Bundle storage is provided for on sm;~l (2' x 2') bundle trucks with casters, and
these trucks serve as the pickup an~ ..isposal rack fo!' each garment. On many
front and back pants panels, the tr .lcks are equipped with clamps to further
facilitate the handling. Bach machine is powered by an individual motor, and
each work table is located to permi' minimum travel time to get and dispose
bundles. The main advantages of this c:'stem are:

..
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1. The unit production is no long~~' .imited to the ~lowest operation.

2. The rigidity of the line systen.& j. eliminated. making possible maximum
utilization of motion economy principles through table designing.

3. Work in process can be accumuated between each operation. permitting
greater production flexibility.

4. Each operator can work as .rapid.ly as he is able to without dependence on
his co-worke.rs.

5. It is possible to balance part-tim'! jobs by transferring operators during the
day.

6. It is possible to countera,:: the effect" of absenteeism and tumoverby
transferring operators and 'Jy overtime to a greater extent than is possible
in the straight·linesystem.

1. It is ewer to expand or contract the unit size for changes in demand orin
styles.

S. !tallows individual incentives which are superior -to group incentives.

The main disadvantages.are:

1. It requires better supervision - better judgment and application of time.

:2. Bundlehandlmg is 'necessa.ry.

:3. It requires more wark in process

-4. It requiresalongerproductioncfcle than alltraight·line system.

'For those garments planned andn,)w made, we believe the advantages far
.outweigh the disadvantages.

As the first step in the proposed conversion, an action plan should be
developed. probably as a part of a detailed factory planning report. This action
plan should be a joint effort bet"· ~en management and the technicians; it
should assign responsibilities anc.;. ,riti·_ '; .and it should include a timetable
for completion of.thevarious .stet·:,-.
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Although by no means complete and no: necessarily in order, such a plan might
include the following:

1. Develop complete action plan.

2. Start detailed factory planning r~port:

a. New factory -
Garment specifica:;;on~.

Machinery specific.._.on:..
Layout.
Cost, volume and efficiency projections.

b. Existing factories.

3. Select management and engineers :or foreign training and plant visits.

4. Trial patterns and samples.

5. Visit foreign factories and equipm mt suppliers.

6. Schedule new equipment trials..

7. Correct and finalize patterns; run :~inal sample cuts.

8. Complete equipment trials and ,·"aluation. Specify, order and schedule
equipment delivery and setup datEs.

9. Complete planning report.

10. Complete layout plans for new an,l existing factories.

11. Complete building construction.

12. Relocate existing factories.

13. Explanations to employees- ·'1;~~;:-~a.,ge ,ctions and long-term plans.

14. Review personnel procedW:es ar"! : .- -.I~e chang~.

\. 7
.,,~~~
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15. Design payroll system: initial traJling of management and clerks.

16. Select people for initial training.

17. Start supervisory training.

18. Begin training center.

19. X9b or equipment and operators in new factory.

20. 100% of equipment and Op~tator.;.

21. Review and update planning rep(l~ and acti,on plan for existing factories.

22. Specify, order, etc. equipmel.lt ~lJr o::xisting factories.

23. New factory to X% efficiency.

24. Start conversion of first existing factory.

25. Etc.

Although the above is important, the greatest value from technical assistanee
will come during the plant start-utl and comprehensive cost reduetion and
quality improvement program. Some)f the major elements of this include:

1. Organize or reorganize the ',.etories into desirable units; consider
combining the cutting rooms, p:r:ts sections, etc. Prepare layouts of these.

2. Specification of machinery, attachmen~ and storage facilities if not
accomplished in the planning report. Follow up on deliveries, setups and
carpentry work.

3. Design and have printed bundle production tickets. These should be
serially numbered to help preve 1t cheating and should provide spaces for
each operator's clock number O' :·:.tials to assist in quality control efforts.

4. Complete design or revision of :M,yro:- system and train clerks. System to
provide:

a. Gummed sheets for atte!" . 'J'!'e, prC?duction and off-standard times as
well as space for produc'.._., . o··l(ets.

b. Simple yet effective and timely cost, production, efficiency
operating reports for mana~~ ;nent's use.

and

",1/.;\/
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5. Revise materials handling and :~tting procedures to support new system
and layout.

6. Design improved workplaces to reduce handling times.

7. Introduce selected equipment, [,ttachments and work aids such as thread
trimmers and stackers meant to :educe labor content, job compl~xity and
training times. Make certain thei? provide more consistent quality.

8. Standardize the method of l Uldling at each operation and establish
training curves for the jobs.

9. Train operators to use the new t?quipment1 attachments and methods and
motivate them to perform well.

10. Implement scientific training pogram. As discussed elsewhere, this is a
formalized training approach designed to effectively fill vacancies, to
upgrade capabilities, to retrain e'(isting employees to improve their
productivity and quality, ami to assure that new operators are properly
trained in th~ shortest po~i~)e L,e. This type training is especially useful
on the more difficult jobs :l1Vi:lg :onger learning times, and these should
probably be started early in the project.

11. Continuously try to simplify thf make of the garment where this can be
done without lowering the int:'insic value or appearance of the finished
product.

12. Work measurement to develop ~tandards for all operations and to equalize
earnings opportunities. Individl~al incentives should be used throughout
the !actories, hopefully withou~ a ceiling or maximum. Additionally, the
quotas should be established u.iing proper allowances for the job and
machine - not just one allowanci' figure across the board.

13. Rate or quota installation and .. )llow-up to prove the standards for each
operation as installed. Of all the elements, this is the most time
consuming; it is also the most in portant and is the key to success.

14. Design and install q~ality contre: :JIocedures and train personnel.

15. Select and train utility operatols and install utility and transfer incentive
plans.

~ .
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16. Since the operation is currently overstaffed, continuously work toward
restructuring the organization to reduce indirect !abor.

17. F'onnal training and developmf'nt of management, staff engineers and
supervision both in the factor:' and in classroom sessions. This is the .
second key to success, and tor'~ should cover both the technical and
human relations aspects of their jobs. A short list of some of t~e items
that should be covered include!'

L Cost Controls:

Payroll procedures.
Cost reports.

b_ Quality Control

General consideratioIU.
Specific in-plant proced-lues.
Quality specificati,.,Tl.s.

c. Engineering 'l'echniqu'· .

Capacity studies.
Follow-up.
Methods improvement.
Quotas and piece rates.
Slide rule use.
Sewing equipment.
Incentive plans.

d. Production Flow

Balancing.
Production systems.
Work in process.

e. Personnel

Operator orientation.
Operator training.
Turnover and absentee~m.

Handling grievances.
Company policy.
Safety.
Maintaining morale.
Discipline.

,1
/J:-
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18. Manualization of all pr::.·edures, operation bulletins, quality
specifications, methods, time values and rates, workplace sketches, etc.

With these things in place and operating as they should, we are confident that
the garment t>lant will continue to Ir,ilintain or improve its vital position in the
company.

..
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APPENDIX 1

SUMMARY OF INVE' '"MENT PLAN - YARN MILL NO.7

NEW YARN COUNTS - it' EDIUM COuNTS - 54,000 SPINDLES

Estimated Costs

Item
No. Description

Foreign
Exchenge
in US$

Local
Currency
in '.:S $

Total
US$

1. Processing Equipment C! F Valut. .$15,137,000 $15,137,000

2. Import Duty on 1. (12%) $1,816,500 1,816,500

3. Clearing + Local Transportation +
Erection 152,000 152,000 304,000

4. Auxiliary E~'Jipment+ Accessories
CIF Value 1,742,000 1,742,000

5. Import Duty on 4. 209,000 209,000

6. Clearing + Local Transportation for 9,000 9,000

7. Spares (5%), Including Duty (12%) 757,000 ·91,000 848,000

8. Electrical SUbstation, CI F +
Distribution + Installation + Duty 785,000 200,000 985,000

> 9. Airconditioning Equipment, CI F +
Installation + Duty 1,850,000 380,000 2,230,000

Subtotal Equipment Installed ~20,423,000 $2,857,500 $23,280,500

10. Construction 22,88{' Sq. Meters r 5,034,000 5,034,000

Total Investment (Excluding
Working Capital) $20,423,000 $7,891,500 $28,314,500
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655,000

Total
In
US$

Loca'
Currency
in usS

655,000

Estimated Cost In US $
Estimated
Foreign
Exchange
in USS

ANNFX M
Page 2

$10,446,800 $10,448,800

$1,254,000 1,254,000

'05,000 123,000 228,000

Included in Item ,'.

Included in Item 2-

Included in Itlm 3.

1,044,500 125,300 1,169,800

134,000 134,000

50,000 50,000

$11.596,300 $1,686,300 $13,282,600

SUMMARY OF INVE' "V' \' .. PLAN - COTTON WEAVING

Item Description

1. Processing Equipment and Accessories
elF Value

2- Import DutY on 1.(12%)

3- Clearing and Local Transportation
and Erection

4. Auxiliary ':quipment and Accessories

5. Import Duty on 4.

6- Clearing and Local Transportation for 4

7. Spares (10%) Including Duty (12%)

S. Electrical (Renovation and Connection Ollly)
Estima.ted

9. Aireonditioning (Updating Only) Estimat'd

Subtotal Equipment Innalled

10. Construction (Updating Only) 10,050 a' $65
Estimated

Total Investment (ExclUding Working C-J ,ital) $11,596,300 $2,341,300 S1=S,937,600
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Estimated Cost in US S
Estimated
C:oreign -Local· Total
Exchange Currency in

hem Description in US S in USS US $

1. Proceuing Equipment - CI F Value $606,440 $606,440

2. Import Duty on 1. (12%) $ 72,800 72,800

3. Clearing and Local Transportation
and Erection 20,500 '12,000 '32,500

4. Auxiliary EquiDmE'~t lind Accesso-ie! Included in Item ,.

5- Import Duty on 4. Included In Item 2.

6. Clearing and Local Transportation for Included in Item 3.

7. Spares (5%) Including Duty (120/0) 30,500 3,700 34,200

8. Electrical (Renovation and Connection Only) 5,000 5,000

9. Airconditioning None

Subtotal Equipment Installed $657,440 $193,500 $850,940

10. Construction (Updating Only) Estiml":-' 12,000 12,000

Total Investment (Excluding Working C; pital) $657,440 $205,500 $862,940
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APPE.\IDIX 3

SUMMARY OF INVESTMENT PLAN

EQUIPMENT REHA811.1TATION (COTTON MILLS)

Item
No. Description

Foreign
Exchange
in US$

=stimated Cost

Local
Currency
in USS

Total
in US $

1. Equipment + Accessories CI F

Value(1 ) 1,386,750 1,386,750

2. Import Duty on 1. (12%) 166,500 166,500

3. Clearing + Local Transportation

+ Erection 14,000 14,000

4. Auxiliary Equipment + Accessories Not AppPcable

5. Import Duty on 4. Not Applicab'e

6. Clearing + Local Transportation ·.:r 4. Not Applicable

7. Spares Including Duty Not Applicable

8. Electrical Not Applicable

9. Airconditioning Not Ap!J!icable

Subtotal Equipment Installed 1,386,750 180,500 1,567,250

10. Construction Not Applicable'

Totai Investment (Exc!udi!1g

Working Capital) 1,386,750 180,500 1,567,250
, ~
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SUMMARY C:- iNVESTMENT PLAN

TWISTING AND SEW '\IG YARN MANUFACTURING ..

Item
No. Description

~oreign

Exchange
in US$

Estimated Cost

Local
Currency
in US$

Total
in US$

1. Equipment CI F Value 825,000 825,000

2. Import Duty on 1. (12%) 99,000 99,000

3. Clearing + Local Transportation +
Erection 9,000 9,000 18,000

4. Auxiliary Equipment + Accessr·res Included in 1.

S. Import Duty on 4. Ineluded in 2.

6. Clearing + Local Transpor.at;o~ for 4. Included in 3.

7. Spares (5%) Including Duty (1~%i 41,250 5,000 46,250

8. Electrical (Connection Only) 6,000 6,000

9. Airconditioning None

Subtotal Equipment Insta!led 875,250 119,000 994,250

10. Construction None

Total Investment (Excluding
Working Capital) 875,250 119,000 994,250
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Item
No. Description

Foreign
Exchange
in USS

Estimated Cost

Local
Currency
in US$

Total
in USS

1. Processing Equipment + Accessories-·
CIF Value 8,557,206 8,557,206

2. Import Duty on 1. (1201.») 1,026,865 1,026,865

3. Clearing + Local Transportation ~ ~- r.c-etion 85,572 85,572 171,144

4. Auxiliary Equipment and Accesories Included in 1.

5. Import Duty on 4. Included in 2.

6. Clearing and Local Transportation on 4. Included in 3.

7. Spares (6%) Including Duty (12%) 513,432 61,612 575,044

8. Electrical (Renovation & Connection) Esti."ate 171,144 171,144

9. Airconditioning (Updating Only) Esti -,ate Not Applicable

Subtotal Equipment lnstalled 9,156,210 1,345,193 10,501,403

10. Construction
(33,100 Sq. Mm. Avg $154/Sq. Mtr.) \1) 5,097,400 5,097,400
(6,882 Sq. Mm. at $21 8/Sq. Mtr.) (2) 1,500,276 1,500,276

.Total Investment (Excluding Workinll Capital) 9,156,210 7,942,869 17,099,079

(1) Building to be started early 1978, COf""-:"· :: :~d mlo 1979.
(2) Building pr:esently under constl'\!ctior.
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APPt'JDIX 6

SUMMARY OF INVES"'Vf:NT - WOOL MILL - YARN

Estimated Cost in US S
Foreign
Exchange Local Total

1. Processing Equipment and Accessories •• CI F Value

- Raw Wool Scouring 232,950

- Worsted Spinning 1,597,550

- Woolen Spinning 4,101,600

- Bulking, Reeling, Winding 183,800

Subtotal 6,115,900

2. Import Duty on 1. (12010) 733,908

3. Clearing and Local Transportation and

Erection 122,320 61,160

4. Auxiliary Equipment and Accessories Included in 1.

5. Import Duty on 4. Included in 2.

6. Clearing and Local Transportation on 4. Included in 3.

7. Spares (8%) Including Duty 489,272 58,713

8. Electrical (Renovation and Connection)

Estimate 30,580

9. Airconditioning (Updating Only) E\timato! Not Applicable

Subtotal Equipment installed 6,727,492 884,361 7,611,853

10. Construction (6,000 Sq. Meters at $1 ~-. . ~) 1,002,000 1,002,000

Total Investment (Exclu~ing Working C~:Jital) 6,727,492 1,886,361 8,613,853

(1) 50% of total 12,000 square meters to be ,uilt for wool mill to be completed mid·1978.

".

..
,.
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SUMMARY OF INVESTMENT _. WOOL MILL - WEAVE AND FINISH

Estimated Cost in US $
Foreign
Exchange LOCiII Total

1. Processing Equipment and Accessories _. CI F Value

- Weaving and Preparation 2,996,370

- Wool Dyeing and Finishing 1,591,510

- Inspection and Finishing 215,000

Subtotal of 1. 4,802,880

2. Import Duty on 1. (12%) 576,346

3. Clearing and Local Transportation and Erection 96,056 48,028

4. Auxiliary Equipment anc Accessories Included in 1.

5. Import Duty on 4. Included in 2.

6. Clearing and Local Transportation 0" 4. Ineluded in 3.

7. Spares (10%) Including Duty (12%) 480,288 57,635

8. Electrical (Renovation and ConnE:eti/),,',

Estimate 192,116

9. Aireonditioning (Updating Only) E~t;mc!e Not Applicable

Subtotal Equipment Installed 5,379,224 874,125 6,253,349

10. Construction (6,000 Sq. Meters at $16:' (1) 1,002,000 1,002,000

Total Investment (Excluding Working Capital) 5,379,224 1,876,125 7,255,349

(1) 50% of total 12,000 square meters to be Juilt for wool mill to be completed mid·1978.

j (.'
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SUMMARY OF INVESTMEI\~' PLAN - APPAREL

NEW APPAREL UNIT PLUS EQLIPMENT REPLACEMENT
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Estimated Cost in US$
t=oreign Local
Exchange Currency Total

Description ln US~ inUS$ US$

New Sewing Factory Plus Equipment
Replacement (CI F Value)

[$913,750 +$21,500 x 1.10 (FreighdJ :;1,028,775
[$924,304 +$21,750 x 1.10 (Freight)) 1,040,659

:n,069,434 $2,069.434

Auxiliary Equipment plus Accessories 405,682 405,682

Spare Parts 192,596 192,598

Erection 18,814 18,814

Technical Assistance 624,000 824,000

Oearing, Local Transport Plus Local Installation $351,942 351,942

.. "2
I .,,;,.

Total ~~,310,526 $351,942 $3,662,468
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SUMMA~Y OF INVES"v~NT co:_AN - POWER PLANT

Est. Cost in US $

Item
No. Description

Foreign
Ex':hange
in US $

Local
Currency
in US$

Total
US$

.'

1. Equipment CI F Value 10,153,000 10,153,000

2. Import Duty on 1. (12%) 1,218,500 1,218,500

3. Clearing + Local Transportation + Ereetkm 102,000 1,950,000(1 ) 2,052,000

4. Auxiliary Equipment + Accessories Included in 1.

5. Import Duty on 4. Included in 2.

6. Clearing + Local Transportation for 4. Included in 3.

7. Spares (5%) Including Duty (12%) 508,000 61,000 569,000

8. Electrical Included in 3.

9. Airconditioning None

Subtotal Equipment Installed 10,763,000 3,229,500 13,992,500

10. Construction 3,000 Sq. Mtrs at 1,200

(Estimated) 3,600,000 3,600,000

Total Investment (Excluding Workin~

Capital) 10,763,000 6,829,500 17,592,500
.'

(1) Includes $500,000 for turbine foundation.
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.~PPENDIX 10

SUMMARY OF INVEST~ I:NT PLAN - FOUNDRY AND SHOPS

Est. Cost in US $

-' .

Item
No. Description

Foreign
Exchange
in US$

;

Local
Currency
in US$

Total
US$

/~-

1. Equipment + Accessories CI F Value 793,000 793,000

2. Import Duty on 1. (12%) 96,000 96,000
3. Clearing + Local Transportation + Entction 45,000 64,000 109,000
4. Auxiliary Equipment + Accessories Included in 1.

5. Import Duty on 4. Included in 2.

6. Clearing + Local Transportation for ~. I~cluded in 3.

7. Spar?5 (5%) Including Duty (12%: 40,000 4,800 44,800
8. Electrical (Connection Only) 5,000 5,000
9. Airconditioning None

Subtotal Equipment Installed 878,000 169,800 1,047,800

10. Construction None(1)

Total Investment (Excluding Working·

Capital) 878,000 169,800 1,047,800

(1) Machinery foundations included in item :~

t.
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APPENDIX '1

SUMMARY OF IN\ "; :l:'1~ 7~T PLAN - MATERIALS HANDLING

MATERIA!..S HANDLING SYSTEM

Est. Cost in US $

Description

Materials Handling System

(Includes $220,000 Spare Parts)

Import Duty

Clearing + Local Transportation + Erect;:·n

Total Investment

Foreign
Exchange
in US$

2,420,000

20,000

2,440,000

Local
Currency
in US$

290,400

40,000

330,400

Total
US$

2,420,000

290,400

60,000

2,nO,400
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APPENDIX 12

SUMMARY OF INVESTMENT PLAN - FIRE PROTECTION

NEW FIRE TRUCKS nm FIRE DETECTION EQUIPMENT ..

Estimated Cost In US $
Foreign
Exchange Local Total

Two Fire Trucks Plus Fire Detection ;:q... ipment
(Including Spare Parts at $28,000.

Import Duty

Total Investment

344,000

344,000

44.700

44,700

344.000

44.700

388,700



HISTORICAL PROWCIION. OONSUKPTION. IMPORTS AND EXPORts OF TEXTILE FABRICS IN EGYPr 11
(in .t11ion square meters)

Public sector
Available for Home Market

-Private Sector 1/ Grand
Apparent Consuaptioa

----- Production ----- ------ Imports ------- Exports ------- Woven -------- bitted Population per capita
!!!!. ~ ~ I2!!.! ~ Other!1 Total ~ ~ Clll!!£ ~ ~ !5Ditted 60 Woven Total CaUUDn) .!!!l.L..l!• !&!.7
1970 S07 34 S41 - 6 6 1S2 3S5 40 395 32 240 667 33.3 19.9 3.5
1971 524 3S 559 - 8 8 169 3S5 43 398 36 244 676 34.1 20.5 3.6
1972 586 31 617 - 9 9 141 44S 40 48S 39 250 774 34.8 22.2 3.9
1973 5S4 27 581 - 12 12 13S 429 39 468 4S 2S4 767 3S.6 21.S 3.8
1974 SG4 23 527 , 10 1S 97 407 33 440 50 260 755 36.4 20.6 3.7
1975 11 547 26 573 55 6 61 123 474 32 S06 46 260 817 37.2 21.9 3.9

Y EGOSW and Werner lDternatiODAl Hanagsct Consultants Interim aeport, October 1975
21 Including synthetic fabrics --a.1ed into the COUlltry (est~ted)

31 ntere 1s SOllIe export of clothiDa but DOt fabr1cs fr_ the private sector; actual figures are DOt available
41 Exc1udina jute and fl_
II Estf.mated

"'tl ):10
III :z:

'JQ :c:
tI ~
.... :<
o z....
......



EGYPT - TEXTILE PRODUCTION AND CONSUMPTION

·~

RAnONED FAUIC&

Specification.
Con.truction Aver..e Produc- EK-'actory Ave. Retail Total Deliveri.. in n-.aand ","tOT.

Couat. III threade/lach Width Hon Co.t Price Price (~tt-te) (E.tt-te).
Article !!n Weft !!!!l!. Weft ...£!!....- Finiehilyt LIl/Meter LE/Meter LE/Meter 1969/70 1970/71 1971/72 1973 1974 ---!ill.

Grey Loometate 14 14 52 38 90 Calendered 0.13 0.11 0.125 18.7 21.5 24.7 33.8 4O.C, 4a.5
Bleached Cloth. 14 14 56 38 80 Bleached 0.14 0.11 0.130 29.4 32.7 33.5 40.9 SCI.Ci 57.0
zephyr 20 20 65 54 80 Printed for Men 0.15 0.14 0.155 21.7 13.5 16.7 18.9 2S.Ci 28.5
Foulard 14 14 53 33 70 Dyed 0.12 0.10 0.105 11.3 11.0 9.7 14.4 14.0 14.5
Sheet 14 14 47 30 80 Printed for Ladie. 0.15 0.12 0.140 3.3 2.3 3.5 3.5 1.0 8.5
F1aaaelette MabrClCl 20 10 58 46 70 Rai.ed Printed 0.18 0.15 0.165 29.9 38.7 41.4 39.1
FlaDae1ette Kati!a 20 8 56 41 10 Rahed Printed 0.19 0.17 0.200 18.1 14.1 16.7 13.6
Ce""'ric 30 30 64 51 80 Dyed O.u 0.12 0.130 17.1 10.7 11.1 11.6 1.5.0 24.5
Fop1in 1 " 1 30 30 117 53 90 Dyed 0.20 0.18 0.210 12.6 8.1 7.3 1.9 9.0 10.5
Apron Cloth 14 14 SO 41 80 Dyed 0.15 0.14 0.160 1.5 4.6 4.9 4.1 6.0 6.5
F1aane1ette K18r 16 10 41 38 70 Printed D._. 0.14 0.160 - - - - 10.0 18.5

0.154 11 -- -- -- -- -- --
0.134 0.153 165.6 157.7 169.9 188.8 236.0 211.0- - - - - -

Source: Market £oopect. of the r-tUe 'tIulu8try in: Il8Wt. BllOSW. Cairo
!I Inc1udiaa capital and financial char.e.

'"Cl
l1li )II, ~

... !'!j
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Textile Quota Agreement Between
The Government of Egypt and

The United states of America

American Embassy

Cairo, EgYl't

December 30, 1975

Excellency:

I have the honor to refer to the Arrangement Regarding

International Trade in Textiles done at Geneva on December 20,

1973, hereinafter referred to as the Arrangement. I also refer
\

to recent discussions between Representatives of our two

Governments concerning exports of cotton textiles and textile

products from the Arab Republic of Egypt to the United states

of America. As a result of these discussions and in conformity

with Articles 2, 4 and 6 of the Arrangement, I wish to propose

the following agreement relating to trade in cotton textiles and

cotton textile products between the Arab Republic of Egypt and

the United states of America, to replace and supersede, effective

January 1, 1975, the Cotton Textile Agreement of May 10, 1974,

as corrected and extended.

His Excellency

Zakaria Tewfik Abdel Fattah,

Minister of Trade,

Cairo.



1. The tenn of this Agreement shall be from January 1, 1975,

2. The aggregate 11Jnit for cotton textiles and cotton textile

_..

ANNEX P
Page 2-2-

t8xtiles and textile prod.nets from Uw-Arab Rt'publi~' of E&y:pt to
--- ... .-"" .

levels specified in the following paragraphs.

the United states of America to aggregate and specific limits at the

ihroUf;h December 31, l'YTT. r\lrill~~ ~~neh tc:'rm, the (',('vernment. of

products for the three years of the Agreement shall be 222,000,000

square yards equivalent. This three year aggregate 11Jnit shall be

limits shall apply:

distributed among the three agreement years as follows:

72,000,000

45,000,000

105,000,000

Limit
Square Yard Equivalent

1st 2nd 3rd
Agreement Agreement Agreement

Year Year Year

Categories 9/26 22,000,000 36,000,000 40,000,000

Category 9
(Sub-ceiling) (19,000,000) (30,000,000 ) (36,000,000 )

Category 26
(Sub-ceiling) (8,000,000) (12,000,000) (15,000,000)

Categories 22/23 6,000,000 12,000,000 14,000,000

Categories 15/16 6,000,000 8,000,000 12,000,000

3rd Agreement year
(January 1- December 31, 1977)

Limit (Square Yards)

2nd Agreement Year
(January l-December 31, 1976)

3. Wi thin the applicable aggregate limit, the following specific

1st Agreement Year
(January l-December 31, 1975)---
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4. (a) In any agreement year, within the aggregate limit, the

specific limits for non-apparel categories may be exceeded by 10

percent, and specific limits for apparel categories, if any are

established by mutual agreement, may be exceeded by 7 percent.

(b) Shortfalls in categories given specific limits may be

used in categories without specific limits in accordance with the

provisions of paragraph 5 (hereof).

5. (a) Categories not given specific limits are subject to annual

consultation levels and to the applicable aggregate limit.

(b) Giving due consideration to the understandings of our two

Governments that there are possibilities to increase exports of cotton

textiles fran the Arab Republic of Egypt to the United States of

America so that the Arab RepUblic of Egypt may enjoy a greater share

of the United States' market, especially in categories other than

those listed in paragraph 3 (above), and that the possibilities for

increased trade represented by the terms of this Agreement will be

enhanced by the continued rendering by both Governments of all appro-

priate facilities to the business communities of both cowltries in

their efforts to identify and explore these possibilities for such

trade, thus contributing to the strengthening of economic ties between

our two countries, and the desire of both of our Governments to maintain

the highest degree of flexibility so that the textile sector's export

plans may develop favorably according to the potential of both

markets, some categories (listed in Annex A, hereto) have been

assigned, within the annual aggregate levels, consultation levels

"Which may be increased by mutual agreement should the trade develop.
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(r:) For categories not enumerated in paragraph 3 (above) or

in Annex A, hereto, and within the applicable aggregate level the

United States of America will not designate an annual level of le~s

than 1,000,000 square yards equivalent for any non-apparel category,

or less than 700,000 square yards equivalent for any apparel

category.

(d) In the event that the Government of the Arab Republic of

Egypt wishes to eA~ort to the United States cotton textile products

in excess of the consultation level, the Government of the Arab

Republic of Egypt shall notify the Government of the United States

of America specifying the category (or categories) and quantity it

desires to export, and the United States will respond to the Govem-

ment of the Arab Republic of Egypt within 7 working days from the

date of receipt of such request by the United States Department of

State at Washington, D.C., through diplomatic channels. If the

Government of the United States of America does not provide a

response to the Government of the Arab Republic of Egypt within the

specified period, such failure to respond shall constitute a

favorable response.

(e) The United states of America will not respond unfavorably

to a request fram the Arab RepUblic of Egypt to increase exports in a

consultation category unless such action is necessary to eliminate real

risks of market disruption. In the event of an unfavorable response,

the United States of America will provide the Arab Republic of Egypt

vith a factual statement of market conditions in the United States of

America which makes the unfavorable response necessary. The statement
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will include datu drnilar to thut contemplat.ed in ral'agraphs 1 u,nd

;' 01' l\ruICX A uf t.he ArrtUlf,t'Jllt'llL. In such l'vent. \ hI' lhlitcct. :~tatl'~;

l'1' I\merica will be prepared to consult promptly wi til the Arab 1\('1'u1'1 i,'

of Egypt to uctennine an appropriate course of actioll.

6. (a) In any agreement year exports may exceed the aggregate

limit and any specific limit by allocation to the limits for that

year an unused portion of the limit for the previous agreement year

(carryover) or a portion of the applicable limit for the succeeding

agreement year (carry forward).

(b) Carryover and carry forward together shall total a

maxirntUn of 11 percent, of which carry forward may be no more than

G percent, and carryover no more than 11 percent. For the first

agreement year only, carryover may total no more than 5 percent. The

levels of carry over and carry forward shall be calculated on the basis

of the limits of the receiring year. Short falls must actually exist

in aggregate and specific ceilings (where appropriate) of the past

year so as to provide the amount being added to the receiving year.

The amount of carry forward must be charged to the levels of the forth-

coming agreement year.

(c) The limits referred to in sub para (b) of this paragraph,

are without any adjustment under paragraph 4 above.

(d) The total adjustment under this paragraph shall be in

addition to the adjustments permitted by paragraph 4 to the limits

for any year.

'7. The Government of the Arab Republic of Egypt shall use its

best efforts to space exports from the Arab Republic of Egypt to the



10. The Government of the United states of America and the
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implementation of this agreement including differences in points or

adjustments may be made to resolve minor problems arising in the

12. If, with regard to the provis ions of the Arrangement, the

t~. 'l'ht' t Wl' l~lW('rlllnelltG re~~oglli7,c that the ..~\h·l·t'Gsful iml'l~lell La-

Government of the Arab Republic of Egypt agree to consult on any

used by the Government of the United states of America shall apply.

11. Mutually satisfactory adm1nistrative arrangements or

affected by whether the weight or chief value criteriqn provided

9. In the implementation of this Agreement, the system of cate-

question arising in the implementation of this agreement.

the determination of an article to be a cotton textile would be

for in Article 12 of the Arrangement is used, the chief value criterion

gories and the rates of conversion into square yards equivalent

listed in the Annex B hereto shall apply. In any situation where

statistical data requested by the other Government.

data on monthly exports of cotton textiles to the United states.

Each Government agrees to supply promptly any other available relevant

promptly supply the Government of the United states of America with

Republic of Egypt. The Government of the Arab Republic of Egypt shall

America shall promptly supply the Government of the Arab Republic of

Egypt with data on monthly imports of cotton textiles from the Arab

on statistical questions. The Government of the United states of

year, takinG into consideration normal seasonal fa~tors.

. procedure or operation.

United States within each category evenly throughout the agreement

U"

/j'
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Government of the Arab Republic of Egy:pt considers that as a result

of limitations specified in this agreement the Aru.b Republic of EQ'1)t

is being placod in an inequitable po:::>ition vis-a-vis a third l~L)tUltl'Y,

l.ltL' CovcrlUucut of the Aru.b Republic of E~L mu.y request cOllsultal.h111

witll the Government of the United States of America with the view to

taking appropriate remedial action such ap a reasonable modification

of this agreement.

13. During the tenD. of this agreement, the Government of the

United States of America will not request restraint on the export of

cotton textiles from the Arab Republic of Egypt to the United States

under the procedures of Article 3 of the Arrangement. The applicability

of the Arrangement to trade in cotton textiles between the Arab

Republic of Egypt and the United States shall otherwise be unaffected

by this Agreement.

14. In conformity with Article 12, paragraph (3) of the

Arrangement, and subject to the establishment of a mutually satisfactory

certification system, exports of handloom fabrics of the cottage

industry of the Arab Republic of Egypt, or handmade cottage industry

products made of such handloom fabrics, or traditional folklore

handicraft textile products shall not be SUbject to the provisions of

this Agreement.

15. Either Government may terminate this Agreement effective at

the end of an agreement year by written notice to the other Government

to be given at least 90 days prior to the end of such agreement year.

Either Government may at any time propose revisions in the terms of

this agreement.

I ;

,.,
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behalf of the Government of the Arab Republic of Egypt shall

constitute an agreement between the Government of the United

states of America and the Government of the Arab Republic of

Egypt.

Accept, Excellency, the renewed assurances of my highest

consideration.

ANNBX :P
page B

..



ANNEX A

(Designated Annual Consultation Levels Pursuant to Paragraph 5(b)
of the Agreement)
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Page 9

Cateejory

18/19/26 (Print Cloth)

21

27

28

29

31

34

35

36

111/42

45

46

56

58

60

Level
(Square Ym'd.::; Equivu.l.ent )

':', OOO,O~)O

6,000,000

3,000,000

3,000,000

2,500,000

2,500,000

5,000,000

3,000,000

3,000,000

3,000,000

2,500,000

2,000,000

1,500,000

2,000,000

2,000,000

3,000,000

)
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ANNEX B

Conversion
Category Descri;ption Unit Factor

4.6
<,.1 Yarn, carded, singles Lb.

2 Yarn, carded, ;plied Lb. 4.6

3 Yarn, combed, singles Lb. 4.6

4 Yarn, combed, ;plied Lb. 4.6

5 Gingham, carded Syd. 1.0

6 Gingham, combed Syd. 1.0

7 Velveteen Syd. 1.0

8 Corduroy Syd. 1.0

9 Sheeting, carded Syd. 1.0

10 Sheeting, combed Syd. 1.0

11 Lawn, carded Syd. 1.0

12 Lawn, combed Syd. 1.0

13 Voile, carded Syd. 1.0

14 Voile, combed Syd. 1.0

15 Fllplin and broadcloth, carded Syd. 1.0

16 Po;plin and broadcloth, canb~d Syd. 1.0

17 Typewriter ribbon cloth Syd. 1.0

18 Print cloth, shirting type, 80 x
80 type, carded Syd. LO

19 Print cloth, shirting type, other
than 80 x 80 type, carded Syd. 1.0

20 Shirting, Jacquard or dobby, carded Syd. 1.0 ..
21 Shirting, Jacquard or dobby, combed Syd. LO

22 Twill and sateen, carded Syd. 1.0

23 Twill and sateen, combed Syd. LO

/i . 24 Woven fabric, n.e.s., yarn dyed,.. carded Syd. LO
I Ii
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33 Table damask and manufactures

31 other towels

35 Sheets, combed

97 Braided and woven elastics

: ~~ l l . I . \'

t~~rd • 1. \1

Syd. 1.0

No. 1.084

No. 1.084

No. 0-348

No. 0.348

IX:>z. 1.66

Lb. 3.17

No. 6.2

No. 6.2

No. 6.9

Lb. 4.6

Lb. 4.6

IX:>z. Prs. 3·527

IX:>z. Prs. 4.6

IX:>z. 7.234

Doz. 7.234

IX:>z. 7.234

IX:>z. 36.8

IX:>z. 22.186

IX:>z. 24.457

Woven fabric, other, carded

Woven fabric, other, combed

Pillowcases, not ornamented, carded

Pillowca.ses, not ornamented, combed

Dish towels

46 Shirt s i sport, not knit, men's and
boys

44 Sweaters and cardigans

\.;"\1'11 t':tl'!'i,. 1l.1'.~~ •• y:t1'll ,i,\"',1.
,',ll1\l'I'd

42 T-shirts, other, knit

45 Shirts, dress, not knit, men's and
boys'

41 T-shirts, 11 white, knit, men's
and boys'

43 Shirts, knit, other than T-shirts
and sweatshirts

39 Gloves and mittens

40 Hose and half hose

38 Fishing nets and fish netting

36 Bedspreads and quilts

34 Sheets, carded

32 Handkerchiefs, whether or not in
the piece

30

29

27

28



Other coats, not knit fuz.
.. -

50.0

4.75

4.6

4.6

4.6

MTNFX P
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51.0

9·2

25.0

51.96

17.797

10.797

14.53

11.25

5.0

16.0

Conversion
Flvl\'!'lllli t

Lb.

Lb.

Lb.

l)c .. z:rlI'tion

Brassieres and other body~

supporting ~ents fuze

Drawers, shorts, and briefs, knit,
n.e.s. fuze

Undershirts, knit, men's and boys' fuze

Briefs and undershorts, men's and
boys' fuz.

Dressing gowns, inc1ud1ng bathrobes,
beach robes, housecoats and
dusters, not knit Doz.

Blouses, n<;>t knit fuz.

Dresses (including unifonn), not
knit fuz.

:;llil'\':, ""'1";" Ih't l\llil. Illl'Il':; :l.l!,j
boy;; ,

Raincoats, 3/4 length or longer, not
knit Doz.

Trousers, slacks and shorts (outer),
not knit, women's, girls' and
infants' fuz.

Trousers, slacks and shorts (puter),
not knit, men's and boys' fuze

Playsuits, washsuit s , sunsuits,
creepers, rompers, etc., not
knit, n.e.s. fuz.

All other underwear, not kn1t Doz.

Pajamas and other n1ghtwear fuz.

All other cotton textiles

Wearing apparel, not kn1t, n. e •s •

Wearing apparel , knit, n. e.. 6 •

50

51

58

52

54

53

5G

55

57

49

48

59

60

61

62

63

64



MAHAL,
Summary Bala!. ~ Sheets

1971-1975
U.S. $ (000)

·.
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1971 1972 1973 1974 1975

ASSETS

CASH

RECEIVABLES

OTHER CURRENT ASSETS

TOTAL CURRENT ASSETS

INVESTMENTS

PLANT AND EQUIPMENT (NET)

$ 10,315 $ 9,666 $ 6.925 $ 14,371 $ 8,588

42,555 27,517 26,080 27,058 30,965

52,870 37,183 33,005 41,429 39,553

49,~ 57,056 57,891 67,544 77,677

I n -,545 94,239 90,896 108,973 117,230

16,774 22,555 23,052 26,612 28,788

52,605 5f+.,343__ 55,240 52,9~ 57,981

TOTAL ASSETS 171,924 171,137 169,188 188,521 203,999

LIABILITIES & EQUITY

CURRENT LIABILITIES

LONG TE~ LIABILITIES

TOTAL LIABILITIES

CAPITAL STOCK

APPROPRIATED RETAINED EARNINGS

rOTAL EQUITY

rOTAL LIABILITIES & EQUITY

~~

39,296 30,771 27,394 40,964 50,5l9

5,525 7,156 6,092 8,28~ 11,256

44,821 37,927 33,486 49,253 61,785

10,256 10,256 10,256 IG,256 1O,25f>

116,847 122,954 125,446 129,012 131,95;J

127,103 133,212 135,702 139,268 142,214

$171,924 $171,137 $169,J.88 $188,521 $203,99~

--a>
Jill Z

~ ~-.0
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ALES

MAHALLA
Summary Inca Statement

1971-19 • ..I

US $ (000)

1971 1972 1973

ANNEX Q-J.

1974 1975

SALES

OTHER INCOME

;ROSS INCOME

~OST OF GOODS SOLD

GROSS PROFIT

OPERATING EXPENSES

INCOME FROM OPERATIONS

~ON OPERATING INCOME

NET INCOME BEFORE TAXES AND EXTRAORDINARY ITEMS

ADJUSTMENT FOR EXPENSE PROVISIONS

INCOME TAXES

JTHER LEGAL REQUIREMENTS

~XTRAORDINARY INCOME

NET INCOME

DIVIDENDS PAYABLETO EMPLOYEES

DIVIDENDS PAYABLE TO GEVERNMENT

$95,681 $100,855 $10~,080 $124,992 $140,715

9.266 ~67~ _ _ 5.564 __5,587 ~859

$104,947 $107,527 $110,644 $130,579 $145,574

83,374 86,746 89,537 91,688 110,731

21,573 20,781 21,107 38,891 34,842

6,351 7,856 6,305 8.892 9,207

15.222 12,925 12,802 29,999 25,635

575 353 2,446 854 397

15,797 13,278 15,248 30,253 26,032

1,646 1,218 1,205 8,443 8,3)'}

1,662 746 1,213 5,708 4,720

1,028 950 1,307 1,785 1,403

218 505 169 239 269

11,679 10,869 11,692 15,156 11,722

977 908 977 1,256 990

8,789 8,166 8,784 11,315 8,914

~Al,ANCE TO APPROPRIATED RETAINED EARNINGS $ 1,913 $ 1,795 $ 1,931 $ 2,585 $ 2,191

~

~
[ll
:.-:

~. .,
/:)



A.... NEK '~-3 ..' .

COST OF SALES 1971 - 1976 (IN £E 1,000)

1971 1972 1973 1974 1976 5-Y••r Totlll
Cost Items Amount '" Amount '" Amount '" Amount '" Amount '" Amount '"
Production Department COlD

1. Cotton 13,326 42.7 13,816 39.9 13,408 39.2 13,265 35.8 13,166 32.4 66,767 37.7
2. Wool and Synthetics 2,347 7.5 3,046 8.9 2,822 8.3 3,870 9.9 3,903 9.6 15,787 8.9
3. _ Chemicals 1,317 4.2 1,451 4.2 1,409 4.1 1,678 4.2 2,424 6.0 8,179 4.8
4. Fuel 72 .2 81 .2 81 .2 95 .2 121 .3 460 .2
5. Sp.... Parts 1,233 4.0 1,267 3.7 1,346 3.9 1,547 4.2 1,914 4.7 7,307 4.1
8. Packing 337 1.1 684 1.7 492 1.5 488 1.3 772 1.9 2,651 1.5

7. Total Material (1. - 8.) 18,831 69.7 20,023 &8.8 11,668 67.2 20,631 65,4 22,290 54.9 101,131 57.0

8. Wages 5,933 19.0 7,024 20.6 7,633 22.4 8,320 22.4 10,178 25.1 39,088 22.1
9. Misc. Services 120 .4 189 .6 164 .6 208 .5 144 .4 793 .4
10. Depreciation - Building 240 .8 240 .7 241 .7 263 .7 257 .6 1,231 .7
11. Depreciation - Equipment 1,214 3.9 1,271 3.7 1,307 3.8 1,365 3.7 1,273 3.1 6,430 3.6
12. Indirect Tax.. 1,680 6.3 1,868 6.6 1,782 6.2 2,051 6.5 2,436 6.0 9,797 6.6

13. Subtotal (8. - 12.) 9,167 29.4 10,572 31.0 11,117 32.8 12,196 32.8 14,288 35.2 57,339 32.3

14. Total Production Cost (7. + 13.) 27.798 89.1 30,595 89.8 30.673 89.8 32,828 88.2 36,578 90.1 158,470 89.3
15. Leu: Waste Sales (346) (1.1 ) (472) (1.4) (739) (2.2) (706) (1.9) (819) (2.0) (3,081) 11.7)
16. Less: Service Sal.. ( 6" ( .2) ( 83) ( .2) ( 83) ( .3) ( 61) (0.1) (138) ( .3) ( 414) ( .2)
17. Net Departmental Costs (14. - 15. - 16.) 27,391 87.8 30,040 88.0 29,851 87.3 32,070 88.2 35,623 87.7 154,976 87.4

Production Service COSD

18. Chemicals 74 .2 88 .3 103 .3 110 .3 143 .3 518 .3
19. Fuel 857 2.8 924 2.7 981 2.8 986 2.8 1,040 2.6 4,747 2.7
20. Spare Parts 786 2.5 881 2.0 868 2.6 1,196 3.2 1,220 3.0 4,741 2.7
21. Packing 87 .2 37 .1 42 .1 70 .2 82 .2 298 .2

22. Total Material (18. Through 21.) 1,784 6.7 1,730 6.1 1,986 6.7 2,340 8.3 2,485 6.1 10,304 6.9

23. Wages 1,760 6.6 1,982 6.8 2,081 8.0 2,229 6.0 2,667 6.6 10,689 8.0
24. Misc. Services 268 .8 303 .9 263 .8 399 1.1 175 .4 1,408 .8
25. Depreciation - Building 239 .8 247 .7 256 .8 260 .7 265 .7 1,266 .7
26. Depreciation - Equipment 246 .8 240 .7 238 .7 240 .7 239 .6 1,203 .7 ~
27. Depreciation - Transport Equip. 66 .2 125 .4 172 .5 196 .5 192 .5 741 4 z I

• t<:l i
28. Indirect Tax.. 67 .2 62 .1 81 .2 90 .2 94 .2 384 .2 ~

29. Subtotal ( 23. Through 28.) 2,626 8.4 2,949 8.6 3,070 9.0 3,414 9.2 3,632 9.0 15,691
8.8 : I
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ANNe/( Q-4

PROFIT ANALVIIS BV PRODUCT GROUPS - 1974

(IN £E 1.0001

Cotton Cotton Cot1ionl ReMlyn" c.... WontMI Wool
Tcn.I Spinning F*icI WaoI o-ta WooIV.n Wool V_ F.1a

ItM! A_nt " A_nt " A.-nt " A.-nt " A.-nt " A_nt " Amount " Amount "
1. Mat.ill UIed IIncL Spar. PIr1I III PIICk"" 20,831 &&.4 13,598 87.9 2,338 10.3 &32 84.0 186 3.8 496 76.1 3,310 86.2 177 4.1
2. Tr........ in OfP~edMat.i.1 - - - 13,133 &7.8 - - 4,082 78.8 - - - - 3.182 74.3
1 Dapartmental W.... 8.320 22.4 2,797 14.0 3.88& 18.2 130 16.8 877 13.0 114 17.3 383 9.4 ·664 12.9
4. Depertmentll Servic:el 208 .& 12 - 137 .8 16 1.8 28 .& 1 .2 1 - 11 .3
5. Depreci.tion and Indirect Tax. 3.669 9.8 2.400 12.0 828 3.8 64 8.1 61 1.1 30 4.& 227 6.8 74 1.7
6. Allocated Production S8rvic:a ExptInM 6,132 13.8 1,773 8.8 2.614 11.6 100 12.0 1. 3.0 38 6.8 181 4.1 290 8.8
7. Subtotll 11.+2.+3.+4.+6.+6.1 37,968 102.0 20,578 102.7 22,733 100.0 832 100.0 6,183 100.0 879 103.0 4.0&2 104.6 4,288 100.1
8. L_ Sal. of Waste .nd Servic. 766 2.0 649 2.7 6 - - - - - 20 3.0 176 4.& 6 .1
3. Total Production Con 17. - 8.1 37,202 100.0 20,029 100.0 22,727 100.0 832 100.0 6,183 100.0 869 100.0 3.888 100.0 4,283 100.0
10. Transfen to Other Departments - - 13,133 66.6 3,121 13.7 41 4.9 - - 618 86.2 2,&73 86.2 971 22.7
11. Inventory Build-up lDecr_1 2.350 8.3 266 1.3 1,087 4.8 88 10.8 68 1.3 3 .6 172 4.4 866 16.6

12. Net Sel.. 48.749 100.0 12,202 100.0 23,369 100.0 883 100.0 8,580 100.0 108 100.0 1,372 100.0 4,2X1 100.0
13. Cost of Sal. 19.-10.-11.1 34,862 71.6 8,630 64.3 18,619 79.2 703 79.8 &,124 77.7 88 83.0 1,141 83.1 2,647 62.8
14. GrOSI Margin 112. - 13.: 13,897 28.& 6,672 46.7 4,8&0 20.8 180 20.4 1,488 22.3 18 17.0 231 18.9 1,680 37.4

15. Marketing Ex..... 984 2.0 267 2.1 468 2.0 17 1.9 130 2.0 2 1.8 27 2.0 83 2.0
16. Administrativa Expense 2,823 6.8 707 6.8 1,363 &.8 61 6.8 382 6.8 8 6.8 79 6.8 246 6.8
17. Operacing Profit (14.-15.-16.1 10,090 20.7 4.608 37.8 3,029 13.0 112 12.7 964 14.6 10 8.4 126 9.1 1,262 29.6

18. Subcidiel 1,268 2.8 847 8.8 422 1.8
19. Operating Profit Ah. Subsldi.. '17.+18.) 11,359 23.3 6,465 44.7 3,451 14.8 112 12.7 964 14.6 10 8.4 126 9.1 1,262 28.6

-.
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PROFIT ANALVSIS BV PRODUCT GROUPS - FIRST SIX MONTHS - 1975

(IN £E 1.0001

·'

I1~NEI Q-S

Cotton Cotton Cotton! Rudy-mach C8rded Wonted Wool
1"ctal S~innine Fllbrica Wool G.menta Wool Vern WooIV.,n Fllbricl

~tem .<OmOiJnt 'l& Amount '!' Amount " AlIIOunt " Amount " Amount " Amount " Amount "
,. MIIt...ia" UIlld IInel. Spare fan. 30 PlICkinel ~O,,'34 04.5 fl,:'S3 <'.5.1 , .:316 10.8 292 65.9 159 5.& 258 73.4 1,826 85.2 123 5.6

2. 7ranste.. In of Proc:-.d Materiel - - - - 7,!l99 sa.1 - - 2.,239 77.& - - - - 1.558 71.&
3. .Jepartmentel WlIQes ~_::28 ~4.4 1,805 ,5.& 2,017 17.0 76 ~6.9 427 14.7 71 20.3 217 10.1 327 15.0

4. ~partmental Serv~ ~~;'3 .5 e ,~ 13' .1 :2 .5 29 1.0 - - 1 - 3 .1
S. ::>epreciatioo ana .odiruct :-axes .:',)7 ~O.l ',415 ',3.6 325 3.2 25 5.D :<7 .9 S 1.7 109 5.1 29 1.3
a. AII0C8tuci ProDuction Sartice Expense ~.480 '12.6 858 0.3 "J,:ao 10.3 49 11.1 74 :1:.8 19 5.4 81 3.8 139 6.4
7. ,,:ubtotalll.+2.+3.+4.+5.+6.1 2'';,:34 ~O2.2 :1),650 ~02.6 12,218 100.1 443 ~00.0 2,955 ~D2.3 352 100.8 2.233 104.2 2.179 100.0
8. leu Sales of Waste and Soc:oocJs 4.31 i.~~ 265 :U 8 . - - ~s; 2.3 3 .3 90 4.2.,
9. : otal Productioo Cost \7. - ~.I ~~.;O3 :00.0 ?0,385 :00.0 12.212 100.0 443 100.0 2.888 100.0 349 100.0 2.143 100.0 2.179 100.0
10. Transfe.. to Other Depanmenb - - 7,099 58.4 1.866 1&.3 18 .4 - - 302 86.5 1,238 57.8 373 17.1
11. lnveotorv Build-up iDecr88S8) -."~ , .41 396 3.3 j5781 14.71 ! 151 '3.4) 18 .6 1 9) 12.6) 163 7.1 1 37) 11.7)~" .. j

'2. Net Sa,es :<6.798 ~:OO.O 6,195 100.0 13.525 100.0 l578 100.0 4.005 100.0 60 100.0 841 100.0 2,594 100.0
13. Cost of Sales i9.-10.-11,; ':i:;\~'75 J3.8 ;;;,390 55.8 10.924 30.8 440 78.1 2,870 71.7 &6 93.3 752 89.4 1,843 71.0
14. Gross Margin 112. - ~3.l 7~':23 ~6.2 2,306 44.4 ~.801 ~9.2 138 ~3.9 1.135 28.3 4 6.7 89 10.6 751 29.0

15. Marketing Expenaes 443 1.6 86 1.6 223 1.6 10 1.7 66 1.6 1 1.6 14 1.7 43 1.7
16. Administrative Expens8li( 1) 1.3!55 6.1 263 5.1 684 5.1 29 5.1 202 5.1 3 5.1 43 5.1 131 5.1
17. Operating Profit i 14. - \5. -16.1 3,:<25 '9.5 1.956 37.7 1,694 12.5 99 17.1 867 21.6 - - 32 3.8 677 22.2

,8. Subsid,. ::':!5 1.~ ~O3 ~.9 ~32 i.O
19. Operatine Profit Aher SubsIdies 117.+18.1 5.560 2;1.7 £,'~69 41.6 1.828 13.5 99 H.1 a67 21.8 - - 32 3.8 577 22.2

---
1) Administrative 8xpellHS used .bovelJ8&ed 00 '/2 <)1 total 1976 adminis1r8tive expeflSell

»
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l/ The existing loan of $14,500,000 is the balance due on a previous loan. The new loan of $95,636,000 to be made
in connection with this project is assumed to be required as follows: 25% in 1977, 65% in 1978, and 10% in 1979.

1/ The new loan of $95,636,000 is scheduled for repayment on an amortizing basis over a lO-year period starting in
1982. Amounts in this column represent approximate annual repayment amounts on an amortizing basis.

11 Interest is applied at 10% of the average of the previous year's and current year's loan balance.
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ESTIMATED SALES INCREASES UNDER PROJECT

1878 VERSUS 1880 UN £E)

PRODUCT CATEGORY - COTTON YARN

,

ANNE¥: 0-1a."

1-

\ ..

Estimated SaI.s Valu. of 1976 Production Projected Sal.. Value with Project Incr....
(At 187& Prices) (At 1876 Prices) (Deer....)

Units Sal. Value Units Sal.. Valu. in Sal. Valu.
Sold Price Total Sal.. Sold Price Total Sal.
(Metric per Valu. in %of (Metric per Valu. in " of

Transaction Tons) Unit 1.()00££ Total Tons) Unit 1,000££ Total Amount "

Export Sal.. 7,000 1,320 8,240 86.3 12,000 1,320 15,840 94.4 8,600 71.4

Domestic Sal.. 1,700 940 1,598 14.7 1,000 840 840 5.6 ( 658) (41.2)

~

Total Sal.. 8,700 1,248 10,838 100.0 13,000 1,291 18,780 100.0 5,942 54.8

Estimated Int.rnal Tramt.n 26,500 28,200

Total Sal. and Transf.n 36,200 42,200

Comm.nts:
:>z

(1) 1976 production units represent present production levels and ..Ies. ~

(2) Projected production levels based on revised demand estimates utilizing equipment that was originally to b. scrapped (projection of 42,200 tons compar.s with x
previous 1980 projection of 38,760 tons of production). .0

I
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PRODUCT CATEGORY - COTTON FABRICS

E.timated s.... V"ue of1976 Production Projected s.t.. V..... with Project Incr....
(At 1975 Prien) (At 1975 Prices) (Decre..)

Units W .. V"ue Units SalaV..... in s.t.. V"ue
Sold Price TouI ..... Sold Price TOUIS....
(1,000 p.r V"U8 in %01 (1,000 per V..... in %of

TrenACtion Meten) Unit 1,000 £E To'" Meten) Unit 1,000 £E Toul Amount %

ExportSaln 46,000 218 9,810 32.4 &5,000 248 13,640 36.6 3.830 39.0

Domestic s.Ies 83,500 245 20,467 87.8 86,BOO 27& 23.595 63A 3,138 1&.3

Toul SaIn 128,_ 238 30,267 100.0 14O.eoo 284 37,235 100.0 8,_ 23.0

Estimated ........ T...-.. 20,000 22,BOO

To'" W ...... T,..,.. 148,&09 - 163,800

Comments:

(1) Production quantities .... are ..me • used in originlll projectiorl.

(2) Project8d price incr_ on export end loeeI ..... rep.......t shift to more costly finishes.

...
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PRODUCT CATEGORY - COTTON,wOOL

ANNE;'. Ct-7-:..

TranlllCtion

E,timated Sale, Value of1978 Production Projected S". Value with ProjKt Incr....
(At 1976 Prien) (At 1976 Prices) (Decr....)

Units Sal.. V"ue (1,000',) Units Sal. Value (1,000''- in S.... Value
Sold Price Tobl Sal.. Sold Price Tobi Sale,
(Metric: per V"ue in %01 (Metric: per Value in %of
Tons) Unit 1,000 £E Total Ton,) Unit 1,000 £E Tobl Amount %

Export Sal..

Domestic Sal.

Total Sal.

Estimated Internal T,.,....

Totill 581..... Tr8IIIfen

860

1,000

1,860

691

880

846

384

880

1,084

38.1

83.9

100.0

860

1,000

1,860

691

880

846

384

880

1,084

38.1

83.9

100.0

Comments: No new equipment proposed for c:ottonlNool production.
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,( ( A~NEf.. Q-1d

PRODUCT CATEGORY - WOOL AND WORSTED YARNS

Estimated s.an V"ue of 1978 Production
Projected Un V"ue wi1h Project

Inc.....

(At 1976 Prices)
(At 1976 Prices)

(Dec.....)

Units SllaV.... Units UnV"ue in WnV"ue

SaId Price ToUiUn SaId Price ToUIU8I

(Metric per V"ue in %of (Metric per V"ue in %of

T~
Tons) Unit 1,000 £E Tot.a Tons) Unit 1,000 £E Tot.a Amount %

Domestic 511.

Toul SIIn

Esti............... T.......

ToUi SIIn .... T.......

640 4,320

640 4,320

1,390

1,930

2,332

2.332

100.0

100.0

720 4,320

720 4,320

2,284

2,884

3,110

3,110

100.0

100.0

778

778

33.4

33.4

Comments:
(1) Inte tr....n include blenket y...... of 190 toni in 1978 200 tDnI in ,-'
(2) Incr in units~ (from 1,880 to 1,930) over origi ..arMte r.-m current production tewI.
(3) Incr in Pf'Oiec*d unitslOld (from 2,860 to 2,984) repr ts ....... projected interMI u.. for ....ment production.

,,.
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PRODUCT CATEGORY - WOOL AND WORSTED FABRICS

ANNEX Q"l'e
., (

Estimated Sal.. Vllue of1978 Production Projected u. VII. with Project Increue
(At 1976 Prices) (At 197& Prices) (Decreue)

Units S8ItI Vllue Units 581. VII. in 581. Vllue
Sold Price Totli U. Sold Price Totli SIIes
(1,000 per Vllue in %of (1,000 per Vllue in %of

Tranuction ,...) Unit 1,000 £E Total MetMs) Unit 1,000 £E Total Amount %

Domestic III. - Fllbric

Domestic 581. - Blenketl

Totli 511.

Estimeted InternIII T........

To....... andT........

2,410 1,8&0

150 2.438

2.&60 1,883

780

3,320

4,4&8

386

4,823

92.4

7.6

100.0

2,33& 2.220

320 2,438

2,8&& 2.248

1,77&

4,430

&,184

780

&,964

88.9

13.1

UNtO

728

41&

1.141

18.3

114.0

23.7

,

Comments:

(1) Blankets represent 70,000 units at &.221/unit in 1976 and a projection in 1980 of 150.000 units at &.221/unit.
(2) Increase of 20% in projected price per meter of fabrics reprnentl combination of wider goods and more coatly goods.
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Af'Jft/E'f. Q-7f

PRODUCT CATEGORY - GARMENTS

E.timlted s.tes V"ue of1978 Production Projected ... V..... with Project Incruse

(At 197& Prices. (At 1976 Prices•. (DecnaIe.

Units ".V"ue Units ""V"ue In U .. V"ue

Sold Price Total ... Sold Price ToUI U.

(1,000 per V"ue in %of (1,000 per V"ueln %of

Tr..saction Units. Unit 1,000 £E Total Units. Unit 1,000 £E Total Amount %

Export". 2,283 1,078 2,467 30.0 3,000 1,346 4,036 29.4 1,678 84.2

Domestic .... 4,239 1,364 6,740 70.0 4,772 2,031 1,892 70.8 3,962 88.9

TotJII s.Ies 8,622 1,267 8,117 100.0 7,772 1,7&8 13,727 100.0 5,530 87.5

Estimated In........ Tr.II......

Tot.t ......... T.......

I
--..J
I-tl

>
~
~

.''.

(1. Estimlted 1978 of 8,622,000 units representsllCtUai curr.nt production I..... (thi. compar•• with 8,000,000 used In origin" atlmlte•.
(2. Projected 1980 repr..nt 8,622,000 units plu. pl.nned 760,000 new suits pIu. estimated additional production of 450,000 units _. result of reor..oIization .0

of present plant. The. 460,000 additional units represent 1/2 of Indimed additional potential production. The total projected 7,772,000 units~ with

original projection of J,760,oop units.

Comments:



-.::.. ,.
;uL:~: ,.c
rase 1 Q~ 2

1~·,t.,J.la ':'oxt::.le
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, J :; • .Jo :.c.~l~n:. J
2/ ~-

11 N',n,,'l1 A0...:I_~; ·,p.:l ' , 6/ 7/ §J 't/' '
E,tTzr.atcd O).oertlUng 1/ G.eMtillg Ir.,t;reet cdier !':et Frotlt Pu'ch....e o~ Dlvldene. &

~ ~'11~:: Pro~1t. AdJ"" ',ments }-rc..f.i.t ?az=r;r.ts ~ Bet'cre TbJt Ocv't.90nds ':"axes ~It

l-i;~ 147,484 24,186 -no 24,976 1,2'(6 1,200 24,900 747 14,140 9,213
l.1lT 147,4811 24, .86 (2 ,t15) 21,371 2,rJb6 1,229 20,514 615 12 ,308 7,~'}1

1)78 152,71)4 2~,043 (2,481 ) 22, ~54 5,:)31 1,258 17,823 535 10,04 6,~JJ.
1ffj 1n,~84 28,',68 4,i!NJ j3,31" 9,3rI} 1,283 25,2:)1 759 15,17~ ~ ;.-c...,, ..'
1,Y;? 1rJ,£..84 )2,784 5,d.'} 37,833 9,687 1,312' 2Q,458 884 17,675 10,;::11
1j;;1 199,r,84 32 ;,84 5,241 38,033 1,£31 1,355 2'1,749 892 17,?49 il, :...~
~-);:2 1'j') ,'.(;J, j;' ;,P), ~,4"') 38,23) 7,1.4(; 1,3')6 30,105 906 18,1~ ':':',1' oj
:i. ..:;3 1')'1,(,84 32,784 5,64'} 38,433 8,814 1,442 31,OH 932 18,637 11, ... ,2
~ .:;l. 17),684 )2,781. :;,849 38,633 8,141 1,487 31,97') 9~? 19,197 ll/~})
1. ::;~ 1'/),f.t4 ):! ;,CI. C,(JI<') 38,en 7,4C'! 1,533 9,<)(,4 989 19, Tl8 12,l J?
1 J~:: l')'J/J.ll> 3;:>,784 ",?I,,) 39,r'33 6,588 1,580 32,O~ 1,a:!1 20,415 Le, e :~J
1 J;;" l'l),1,84 32 ;(ll4 C"",'j 3~,233 ~,6'iO 1,628 35,171 1,055 21,103 l~J":l;

l/::'~ 1;'),(,84 32,784 (,,('h'j 39,433 ",7CO 1,6TT 36,410 1,0-)2 21,S~6 13,~-c;
:. ," ) l'/),f.ilJ, 3L? , "(P)J 1.,811; 3?,(,33 3,'UJ 1,727 37,751 1,133 22,051 lj,,/t
1 ))'") 17),(.84 32;,84 ., ,Oi'9 J') ,833 2,406 l,TT9 39,~ 1,176 ~3,524 l~,~r..t

·.:.u1 1,/) ,C84 32;'84 7,c49 40,v33 1,078 1,832 40,7117 1,224 24,472 15,::1jl

!/ "::o',1:.'btd "·:&1"c" ..r" base<! ClII app1:1ll1g 10',1; c,f I,rojectcd 1ncre~e ~t52,2f)(),OOO} in 1978, 5~ in 1979, UI4 100'.' in 1960.
::J ":; ,,,,Al (,l..,r"'t1n,~ ~rof1t" il: the "no.-1 opcruttnl~ profit" at 16."~ (b&.:;ed on 1975 rellUl.te). TIlle profit i. betore appUcatian o~ lIRere8t,

•. '..u:.'.:.; .J.t'.' 1 ',:x"'(Jr1, cubaid1t:::J.
~ N,,'1j\;ct.r,".'.!I'.t.~" '4rl.: h,"",,~l:'l on d,...t4 clcvclfJPcd 1n N'I1IQX Q-6. Theoe Q.l".! Q.ppl1ed 0.0 toU.OVD:
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IJf:x,r':c!I..Lt ion

'(')0

1,~'('J

c,372
3,lCl

rl~fJrc':1/~tlon

on Ifev
t'ul,Uitie8

-0

(5,705)
(11,409,)
(11,409)

In 1,0)0 U.:. :>.l1...r.

Personnel
S..v1n'-e

-0
1,226
6,125

.12,251

SpV! Part.
00-
85

423
846

Total
7':iO

(2,&.~)

(2,489)
4,849

i.:'~.u 1';,)0 &dju"u.er.~ io incrcIl.C<1 $200,000 1UIr•....uy to reflect eat1,..ated further reduction. in depreciation an eXlIting equi~nt•
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ANNEX <::-8
Page 2 or2

:/ ";•• ,:":t<,-: .:.;':ro.tir.;! ;.r",1'1t" r'.1.r<:zcnts expecte'l 8llI".uaJ. profits be"'ore interest, taxes and export subsidies. It 18 calculated u
tr. t.: .lr.c.r;....t&l t-:,,(.~1~·' J.1t,,;..::. ·':.a.dju:::tr:ent:::".

f: :1'.~~~~:t ~,~...r·,=.r:.t::: :1: ~~<:vclop-=,j in Annex Q~.

:J. ·....... :.'":r 1!'".,::~'"':'.t'.: 1: r,rll:.~ll.y lr;.tt.:re~t rccclvecl or. Jf.&.nc.atory purchase:; of government bonde.
? / u:;'.t, ~.. '::~'... !"'~ t-:.x j r:O-..I,flt" Ie:: "r"";.~l,,;.:;tcci c.r..crtltln,~ prc.~·l t " pluc "othc.• 1n.caae" leGs "interest ~ent.".
y. !·~~';'<..a.~c.r:t i-Jd~a.:c~ of gr"venu:.ent bonds est1mated at about 3~ ot "net before taJt pr~lts".
7J "~1.·I1'l%u= lol1U ~'""<:~" ..rc incune taxes aDd J<aDda~ory profit distr::but1DD, estimated u 6~ ot "net .Detore tu: prot1t".
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ANNEX Q-9

MEHALLA TEXTILE - NET INCREASE IN OPERATING PROFIT (BEFORE TAXES INTEREST AND EXPORT SUBSIDY)

% Of Net 1976
Sales Estimate

et Sales 100 147484
formal Cost of Sales 77 113562

orma1 Gross Margin 23 33922
elling Expenses 1.7 2508
dmdnistretive Expense 4.9 7228

orma1 Operating Profit 16.4 24186
~justments in Mfg. Cost .0 0

stimated Profit!/ 16.4 24186

19.80 %
Increase

35.394
"

"
"
"

"

"

1980 1980
Projection Increase

199684 52200
153755 40193

45929 12007
3395 887
9787 2559

32747 8561
485ol/ 4850

37597 13411

/ Estimated profit is before interest. taxes and export subsidies.
/ See scheduled "Adjustments to Projected 1980 Operating Profit"
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MEHALLA TEXTILE
ADJUSTMENTS TO PROJECTED 1980 OPERATING PROFIT (EXPENSES)

ANNEX Q-10

000$) -1980- -1980- Over Nonnal
1976 Nonna1 % Normal Projected % Projected (I ncrease)

ost Elements Estimate Change Total Amount Change Total Amount Decrease

epreciation - Present Facilities l! 5707 35.394 7727 (20.0) 4566 3161

epreciation - New Facilities 2/ -0- -0- -0- -0- 11409 (11409)

ota1 Manufacturing Personnel 1/ 34614 35.394 46865 -0- 34614 12251

pare Parts Y 3333 35.394 4513 10.0 3666 847

et Adjustment Applied in IINet Profit" Calculation ~O

lIt is estimated that depreciation on existing equipment will be reduced by about 20% over next five years due to
equipment being fully depreciated or replaced.

'The annual depreciation on new equipment and buildings is calculated in Annex 12 as $11,409,000.

'As discussed in text, the basic ~conomic justification evaluation -is based on the assumption that no personnel in
addition to existing manpowe~~i11 be added to produce additional-volume. The $34,614,000 represent estimated 1~76

labor costs for manufacturing wages including service departments.

'Spare parts are included with the recommended equipment purchases. For this reason and because newer equipment will
require fewer parts replacement, it is estimated that spare parts cost will increase by only about lOr. while sales
are increasing 35%. The estimated $3,333,000 represent estimated 1976 costs for spare parts in process departments
only (service departments excluded).
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ANNEX q-ll

Mehalla Textile
Summary of Capital Expenditures
with Contingency and Escalation

- f.
Foreign Egyptian

(000$) Exchange Pound Total
0. Porti01 Portion Project

Yarn Mill No. 7 25,835 9,983 35,818
Twisting &Sewing Yarn 1,107 151 1,258
Update Winding & Combing 832 108 940
Total Yarn (Cotton) 27,774 10,242 38,016

Cotton Weaving 14,669 2,962 17,631
Warping & Slashing 832 260 1,092
Cotton Finishing 11,583 10,048 21,631
Update Looms 922 120 1,042
Total Cotton Fabrics 28,006 13,390 41,396

Wool Yarn Mills 8,511 2,386 10,867
Wool Weave and Finish 6,804 2,373 9,177
Total Wool Mills 15,315 4,759 20,074

New Sewing Factory 1,710 230 1,940
Sewing Equipment 1,689 -215 1,904
Technical Assistance 789 -0- 789
Total Gannents 4,188 445 4,633

Total Production Areas 75,283 28,836 104,119

Fower Plant Equipment 13,615 8,638 22,253
Fmmdry & Shops 1,111 215 1,326
Materials Handling 3,087 418 3,505
Fire Fighting Equipment 435 57 492
Total Service Equipment 18,248 9,328 27,576

Total Capital Expenditures 93,531 38,164 131,695

Technical Assistance 2,105 -0- 2,105

95,636 38,164 133,880
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ANNEX Q-12

Meha.lla Textile
Iepreciation Schedule for New Facilities

with Contingency and ESFalutioll,
I:epredatiOll Annual

( l)()():t-) Rate Depredat ion c:'

Area and Facility Type Basis (Per cent ) Expense

Production Equipment:
cotton Yarn 31,648 8 2,532
Cotton Fabric 32,205 8 2,576
Wool Mill 17,539 8 1,403
Garments

~ 5 232
Total Production Equipment ,025 6,743

Service Equipment:
Power Plant 17,701 6 1,062
Foundry & Shops 1,325 5 66
Materials Handling 3,505 10 351
Fire Fighting Equipment 492 10 49

Total Service Equipment 23,023 1,528

New Buildings:
cotton Yarn 6,368 3 191
Cotton Fabric 9,190 3 2,757
Wool Mill 2,535 3 76
Power Plant 4,554 2·5 114

Total New Buildings 22,647 3,138

Total Project 131,695 11,409
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ANNEX Q-13

MEHALLA TEXTILE
PROJECTED CASH FLOW (000 US Dollars)

11 y • 'Y Y 5/ 6/
Net After Annual Available Capital Repayment AnnuarCash Cumulative

ear Tax Profit Depreciation Funds Purchases of Debt Availability Cash

976 9213 5707 14920 3816 3479 7625 7625
977 7591 5423 13014 11449 4228 (2663) 4962
978 6594 10842 17436 15266 3787 (1617) 3345
979 9357 16260 25617 7633 1528 16456 19801
~80 10899 16075 26974 -0- 487 26487 46288
981 11008 15875 26883 -0- 487 26396 72684
)82 11168 15675 26843 -0- 6369 20474 93158
~83 11492 15475 26967 -0- 6602 20365 113523
984 11833 15275 27108 7207 19901 133424
985 12197 15075 27272 7946 19326 152750
)86 12589 14875 27464 8760 18704 171454
l87 13013 14675 27688 9658 18030 189484
J88 13472 14475 27947 10648 17299 . 206783
189 13967 14275 28242 11739 16503 223286
190 14506 14075 28581 12942 15639 238925
~91 15091 13875 28966 14270 14696 253621

IIINet after tax profit" (Annex 8) representf profit after interest payments, other income, income t-axes, mandatory
distribution of profits, and mandatory purchases of bonds.
,
Depreciation, as shown in Annex 12, is applied as follows:

(000 US Dollars)
1976 1~77 1978 1979 1980

On Current Equipment ($) 5707 "S423 5138 485T 4666
On New Facilities ($) -0- -0- 5704 11409 11409
Total ($) 5707 5423 10842 16260 16075
In 1981 and after, depreciation is reduced $200.000 per year to reflect reduction in depreciation on existing

....... equipment.
>

"Avai1ab1e funds" are funds available to make capital purchases and repay loans. "Avai1ab1e funds" represent the !.
"after tax profit" plus "depreciation. II >< '

~ D~

"Capita1 purchases" are local expenditures of $38,164,414 paid in H, recorrmended under project. They are apD1 ied as
10% in 1976, 30% in 1977, 40% in 1978, 20% in 1979.
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Annex Q-13
Page 2

if II Repayment of debt" is per Annex 6.
jllCash available for other projects ll are the funds available after local capital purchases in connection with the

project and repayment of debt.
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ANNEX R

Page 1 of 1

Project Performance Tracking (PPT)

A.I.D. plans to finance with the proceeds of this loan a u.s. consulting
firm that will draw up a master plan for equipment and services including
five schedules for ordering. delivery. installation and testing. The
work of the u.s. consultant will be the basis for establishing a Project
Performance Tracking (PPT) system which will be used by Mehalla and
A.I.D. to monitor physical and financial progress •
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