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SUMILIRY

1. 8ince 1950 a small automotive 18scmbly plant establishod by Ford Motor
Company oxistcd in the Unitod /urnb Republic.  With the oxcception of tircs nnd
battorics, all parts were imported. Because of imnort rcgulations, this plant

has becn rostricted to repalr nctivitics since 1964,

2. Markc: prospects, stratocic factora, the nced to provid. cmployment and the
existence »f som: unuscd milit~ry industrial f-cilitice were the main reasons
which lcd to th: deecisinn t- cstablish a natinal automotive industry in the
United irab Republic.

* This ie a sumnary of o paper issucd und  the sanc title as ID/WG.I}/IB.

y The views and opinions exprcesed in this paper ~rc thase of tho author and
do not ncecossarily rofloct the views of the seeretarint »f UNIDO.
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3. The state firm, Bl Hasr Automotive Manufacturing Company, founded in 1960,
began with the production Of ftrucks and buscs ~ccordins to the contract signed

in 1956=1959 between the Loenl ~uthorities and the Tederal Republic ~f Germany
firn, Kl¥ckner-Humboldi-Dentz, Starting vith assemoly -md production of simplc
portn, Lhe locnl ~onient had to boe inerensed ¢radunlly. Difficultics in reaching
the plonned contont of locally supplicd conponents seceurrad boenusce of the in-
adequacy of the nncillary industirics, Novertncless, in the next fow years 1t

ig cxpected b achicve o lonal nontent of about 79 por ocent,

4. In 1962 E1 Nasr Automotive fTuwfmeturing Company beynn the nraduction of o
trailer licensed by the TFederzl Republic »ff Gormany firm, Plwahardt. At the
moment ~lmost <11 poris of this trailer are iocally produced.

e Aceording t the contract signed with. the Yuoslov firm, Industrijn Motora
Rekovicn, ¥1 Hasr dutlometive Tlanufneturing Company started to asscmble tractors
in 1962, Objccti-ns from major ¢onsumers with respect to the suitability of the
tractor £or 1ocal eonditions led 0 o delay in the projeet and various modifi-

antions in the trotor itsclf.,

£ Tn 1902 Tl Hacr Aubtmotive Manufacturing Company nlso began to nsscmble
Fiat cars, Up & 1967 ~bout 14,000 cars had been nasscmbled. In order to reach
hijher 1oeal content in passenser cars, nroductisn will be concentrated on the
Fisb 1500 engine nd the ~asembling of vohicles irn which this ¢nginc can be

inutalled,

[ The paper indicntes and discusscs the main difficultics which the company

71 Nesr, which now cmploys nbout 4,8C0 workers, had t9 fnce., The most imprrinnt
" thesc problems rosulted trom:  diversity »f projects, continuous modifications
+f mydcls and prts, lack of forciim currcncy nand skilled personncl, and in-

gufficient nnd inndcquntc ancillary industries.
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Introduction

1. 1952 mar:s the year of revolution in Zgypt. It clso mor's the evolution
of modern industry in the country, vhich hns becn so {~r considered ~ purely
pgriculturcl nntion, except for n group of modern textile fnctories ond the
traditionnl sug~r production plonts. The main nationnl income vns from the
export of different ngriculturnl products, u~inly cotton nnd rice  The
Teyptian morket vns vide oper for the importntion of ~ll "inds of industricl

{oods.

2. On top of these roods tere motor cars of all makos and typos. All the
interaationnlly "norn car monufncturers shared in these imports ~nd were

competin; to ~ugment their shore, 'Thus the (yptinn mercet hnd the widest
possible variety of cars and the dealors were quite busy importing the re-

quired spare ports to 'teep these cars poing .

3. Durin: the Second 'orld '~r vhen importrtion to Tioypt became very re-
stricted it s difficult to 'cep the cars running. »Opare paris become more
end more scorce nnd their prices rose quickly. Several smnll wor'-shops stnrted
masing » good business producin; certnin spore parts thot vere easy to imitnte,

despite the very low «u~lity of the production

4. Soon ~fter the or the floo of imported cars rnd spnre parts siarted
g;oin and the crisis vne nearly for otten. However thic crisis becnme the
mein initictive vhich drove ~ number of Lusincss people to establish the
first fnctorics for the production of nutomolile nccessories in TBrypt. Thus
the production of tires vos storted in n modern tire fretory in Alexandria,
and the nonufrcture of botterics uns introduced in angther factory. Pro-

duoction of brn'c¢ linings wnd leaf springs was ~lso planned.

5. In 1920 "he "ord . otor Compcny constructed ~ ne ~esembly plant at
Smouhs~ in .lexsndrics. The pl-ut  as especinlly couippred for the assembly

of nll types of cors rengin. from suall passen.er cars (Ucnsul, Taunus and
Anglin) up to heavy-dutr truc's -~nd tractors for najriculture The productive
copacity of the plont wns tielve vehicles per doy or 3,000 units per year to
be assembled from completely nocked down (CKD) components. The activities
of the plont also included en¢ ine reconditioning and ~ fully equipped service
school.
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6, The plan which had an area of 7.22 acres and a cuvercd floor space of
270,825 m was built 1in o frec zone area. It cuployed nbout 340 workers and
served in the beginning to cover the needs of Sudnn cud Turkoy in addition

tc Egyp*. The ioial number of units assembled in the years 19€2, 1963 and
1964 wevre 1,440, 1,534 mnd 1,347 naving ~ valun ot & 2,812,815 nnd

bE 1,422,725, reonectively . he ccoilivitice of the Toxd lic.or Jompany con-
tinuned until it vas recently stopped by the restriciions put on the importa-
tion of cars and the difficultice in obteining tae foreipn coxchange required
for en iuporiation. Flant activities are at preseatl iestricica to repair work

of Ford cars already on the uarizet,

T. After the revolution, indveirializing tn country hbocwic one of the
main targets of the Government. In 1956 the inistry of ITndustry was cre-
ated and the first five-ycar industrial plen wes cnnounced shortly there-

after.

8. Tue production of automotive eydivment wop ouc of the subjects that
reccived attention from the bepinning. ‘The vprr: parts crisis during the
Second YWorld Jar revealed the imporiance of standoriusction :na the urgent
need of heving local production ct c-rtain imvortany spax. purvs. The idea
was gradually developed c¢o includc the produsvion of viucks, and the first
studies for the execution of this project wer. staited in 1953. As wil) be
explained in delail in the follawing chaptern, Sccious studies and tests were
made, which led to the conclusion of the [irst cortrect m1 the production of
trucks and buses in 1999, Taat year can bc con-idered oo t'iec real date of

birth of +“he automotive industry in the United Arab Republic.
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I. ROAD TRANSPORT COND
ARAB REPUBLIC

Area_and population

>
9. The UAR covers o totnl nrea of 1,002,000 m”, Out of this total area
965,000 m” arc desert, le~ving only 37,000 im® of cultivated land in the
Nile valley and thc Delta, representing oniy about 3.7 per cent of the

total arca of the country.

10, The totel population is at the prescnt 30.05 million, thus giving a
population dencity of 71 irhobitants per kmz, txcluding, the desert area,
the actual population density rclated to cultivated lond is 835 inhabitants
per?ang, which is considered among the highest population densitics in the

world,

11. The rate of population increase (2.53 per cent per year)is also very high.
In the period betwecn 1927 and 1966 the population hcos becn more than doubled,
This extremely high rate of population growth represents one of the major prob-

lems facing the development of the llgyptian cconomy.

12. The two main cities in the UALl nre Cziro, the capital, with 4,196 million
inhabitants, and Alexsndrin, the rain harbour on the iediterranean, with
1.8 million inhabitants. The rest of the population is distributed among the
other 23 states of the UAR in the following way:
(a) 13.398 million people in the northern states including the Nile
Delta, the buew Cancl ond the norhtern cocstg

(v) 10.657 million peopl i the southern =totee including the upper
Nile valley south of Cairo, the Red Sea coast, and the
new valley.

Transport vis roads and railvays

13, Until recently the tronsport of phssengers and goods in the UAR depended
mainly on railuny service. o~ retvor: ot railw.ys covers 211 the main cities
and states of the Uik, The lenpth of the reiluay lines cmounts at present to
4,263 km, The longest line comncctirng Alexandris on the northern coast to
Aswan on the southern bordeyr ic nbout 1,250 km lon;,. The totnl passenger

and goods transport load by railiny in 1965 is notevoriny. The total passenger
trarsport was 5,708 km,and the total freight transport, 3,458 km.
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14, However, 1a tie lae* tor years great offurits vere oxcrted to cstablish
now roads and highwave aud *e improve the condition of the ~xisting roads.

A modern two-luanc lirgawey e opgtructed conncetia Alexandrin to Cairo yia
the Nile Dolte . ow dee v s were also bulit orning Cairo to the Suce
Canal at Iemr1lis ~ad tae e w=11ev te the notly cultivatea area in the new

valloy, Thur ‘ac rood traneport of po.ds arrivain. from harbours to Cairo

(roprescnting the mian certse o coneumption; nu to upper Leypt was preatly

encoura; cd. A nuv cra for wed tronsport hac thus ceen opencd, and represents
a vital factor in tl.c wtaclt hment and growth ot the autcmotive induetry in
tho UAR.

15. The follovin; fipurer give *he length ¢f the rcads in the UAR in 1966
as comparcd to 1952.
“able 1

Longti of eads, 1932 «nd 1966

{in kxilomatros

Agricultural roude 14,395 17,305
Desert ronds _2a610 adad

Total 17,014 22,558
The total length of “he nov rocis built in the period 19952 to 1966 amounts

16, Tablc 2 gives a breek-dcun of the groes tounase of goods unloaded and

shipped from the diffcrent 'cvntiar harbourc,
Tahlin~ 2

Gocds unlogded wr d shipped, 1960
R . + e . B A T 4 - - g g -~
{eu witsions oi tons

Hayoours
Gooles unloadad

Aloxenaric
Sueg
Port &ald

Total

Goods shippeu

Alexandyia
Sues
Port Said

Total
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I1. THE AVTQIOTIVE I

Trucks with payload over three tons

17. The total number of truc s with a payload over three tons running in the

UAR durin;, 190€ was 22,040, This figure includes all types of trucks used for
civil purposers ~hether ecuipped vith normal platforms, tippers, tanks or re-
frigerating units. It excludes all military vehicles (for which no details

are available).

18. These truc:s represent a variety of internationally 'nown makes which -
with the exception of 5,400 truc:s which had been produced locally since 1961 -~
have been all imported. It i: to be noted thst about 9,000 trucks out of the
total number (i.e. about 40 per cert) are over ten years old and thus require

frecuent replacement ol vorn parts.

Truc s with less than three tons payload

19, The total number of irucs havin; a payload of less than three tons that
were running in the Uall during 1966 vas 5,204, These trucks included all types
of light trucks, pick-upr and delivery vans., Since 1960, 1,847 of these have
been imported. They are - variety of makes with the sreatest number representing
Ford, International, Studebaer and Chevrolet. iost of the Ford trucks have been

assembled locally in the Ford plant at Alexandria.

Irailers

20, The total number of truc': trailers runnins in the UAR in 1966 vas 2,194.
This figure includes all types of transport trailers whether with normal plat-
forms, tan"s or refrigerator uwnits. It is to be noted that 1,729 of these
trailers nere licensed since 1960, representin; about {0 per cent of the total.
This can be traced back to the fact that until rccently the use of truck trailers
was very limited, due to inadecuate road conditions and the crowded traffic in
city centres. Hoviever, 'ith the improvement of road conditions and the construc-—

tion of higiays, the use of trailers became more snd more common.

21, This uas further booscted by the establishment of trailer production locally.
The demand for trailers hae increased rapidly durin; the last five years and
nov almost equals that for trucks.
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Buses

- 22, The total number of buses running during 1966 was 6,434. This figure
includes 3,834 public transport buses, 1,815 private buses, 528 school buses
and 257 tourist buses, About one fifth of these buses are over ten years

old and represent immediate replacement needs, They include 2,470 buses locally
made during 1961 to 66 representing about 35 per cent of the total bus fleet,
The rect of the buses are imoorted of different makes, the grectest number be-
ing represented by Bedford -nd Mercedes, Amony the public trinsport buses the
biggest percentage «rc city trinsport buses uscd in the big cities. About

1,200 of these buser :re running in Cairo znd about 500 in Alcxandria,

Pussenger Cars

23, According to statictice (ac of July 1967) the total number of passenger

cars licensed are: 90,913 privete cars, 15,268 taxis and 5,819 microbuses,

24. The total number of pasrenger cars is thus about 112,000. This
figure includes practically all well-known intern tional makes. It includes
also 14,120 locally assembled NuSR cars produced according to the licence of
Fiat of models 1100, 1300 and 2300.

25, The majority of the cars running are continental medium—size cars with
engine capacities of one tc two litres. This size is the most popular and

most adequate to the social conditions in the UAR.

26. The number of cars imported in the years 1952 to 1959 is as followss

Table 3
Mumber of imported cars, 1952 — 1959

No. of cars imported Value in bi

1952 4,575 2,491,586
1953 2,044 1,008,560
1954 3,131 1,577,326
1955 | - 5,722 3,267,563
1956 . F l 1,913 1,860,973
1957 SR 1,049 631,957
1958 L R 3,174 1,477,962

1959 : 5,085 2,319,375
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27. The number of imported cars decreased greatly in the years 1956 to 1958
due to the lack of foreign currency in those years. In the years 1960 and
1961 about 7,000 cars uere imported before restrictions vere placed on the
importation of motor cars in 19(.. Practically ro import licence was granted
for importation of complete cars after 1542. Czis registered in the years
folloving 1962 were either ol .Local production or cars vruught to the UAR by
Dgyptiens returning from their work abroad or fcrei_ners working in the UAR,

28, DNeferring the number of reristered cars to the total number of inhabi-
tante, the ratio iz 283 inhabitunts per registered motor car (1967). This
figure has decreased considerably in the last ten years and ic continuously
decrearin; despite the improvement in the standard of living. There is no
doubt that thic figure is very high if compared vith figures in industrialized
countries as for example 5., cars per inhabitant in tho Federal Republic of
Germany, 0.2 in the United Kingdom, 10.9 in Italy, %0 in Spain, 55 in Japan

and 45 in Brazil.

29, However if we consider the per capita income in the UAR, vhich is still
lov as compared to these countries, this figure nappears to be fairly high.
No doubt the prescent efforts ererted in industrializing the country are re-
sulting in a gradual increase cf the per capita income and will lead to a
gradual increase in the use of motor cars. The average national annual in-
come per person increased from kD 37.1 in 1952/53 to BE 50.2 in 1959/60 and
LE 59.8 in 1964/65.

30, It is expected that by 1975 the figure of inhabitants per car will de-
crease to about 280. Taking into consideration the number of inhabitants by
1975, vhich is expected to be 35 million, the number of cars running in 1975
should be 125,000,

31. From the above suvey of the automobile maritet in the UAR, it can be seen

that the market potential is rather limited. This represented a considerable nandi-
cap against the establishment of an automobile industry which is basically a

mass production industry recuiring a minimum of production capacity to be

economical,

32, However, positive steps vere made towards the establishment of this in-
dustry due to the following factors:

(a) There are now increasing prospects of exportation to Arab and
African countries, stimulated by the prospect of forming the
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common Arab market. The first step tovards that end was the treaty
signed between a number of Arab countries, members of the Arab Lea(ue,
grantin: Aradb productc certain custom exemptions or reductions when ex-
changed from one country to the other, &4lso the African markets nith
their coutinuously increasing potentia. represented good prospects of
no less importance, although more chollen ia .

(b) There wac an urient need for more trucc aud buses, ihich appearec as
a naturcl result of *he inductrializatiorn ¢f the country, and the
numerous constructior., economic and indistrial projects that werce started
after 1952, The projects for land reclqmation from Lhe desert and
for the land refor represented also bi+ future consumert for auto-
motive productc.

(c) There vere factors vhic. favour the av-ilability of a local auto-
mobile factory. The presence of such ¢« iactory yould lead tovards
standardization of the automobiie murict in the country and correspond-
ingly the standardization of its reuirements in cpare parts. The
great variety of cuar mi'ies that were imported into the country has
caused difficulty irn their upkeep. !'zr; e amounts of foreiin currency
are yearly consumed Ly the importation of spare parts vhich are gtill
not enough to leep the cars running. The iieed for gstandardization
was greatly felt, especially during var times when importation re-
strictions had to be faced, resultin; in the complcte stoppase of
large numbers oi cars at a time when they ' ere most reeded.

(d) The Government engerly vished to create industries that could offer
opportunities for vork to the maximum number of people. The vell-
known characteristic of the automotive induutry, ~sith the ancillary
industries thnt it helps create, of reiuirii, large uumbers of labourers
either directly or indirectly, wac an appealing factor in favour of in-
troducing this industry.

(o) There exicsted a number of military factories that had in time of peace
a big production capacity that could be utilized for producing certain
automotive componernts with little extra investment. In fact, makirng
use of these available production capacities vuas the bauis on vhich
the project of automobile production started.

411 these factors together have helpcd in the creation of the automotive in-
dustry in the UAZD.

III. THS SSTABLICHMANT OV THo TRUCK AND BUS IIDUST.YY

33, During the years 1976 and 1957 the first studies and contacts for the
establishment of the truc'- and bus industry in the UAlt were started, OSample
trucks of different makes vere trowht into . ypt and tested under the severest
local conditions. The exact performance of each trucs vas re; istered and
analysed. A complete offer for the establishmen? ~f an automotive industry
vas submitted by Lastern Germany and Czechoslova':ia combined, and was care-

fully studied by different committees. The offer included the production of
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truc':s and traciors and the estavlisament of a number of ancillary industries
needed for that production. The offer was hewever finally discarded due to

the very high invertnent 1. recuired,

3, As o resul. of theso studies and tests it was finally decided in October 1957
to issue an international tender for the establishment of truc' production. The
truc: to be produced was opeciiice 1o have a payloed of about five tons whioch

was adequate at that time for use in Dgypt. Furthermore it vas recuested that

the truc!- factory should be able to produce .rmulks for civil use in a 4 x 2
execution and for military use with o 4 x 4 form for use under cross—-country

conditions.

30. The tender issued recuest:d the submission of orfers for the production of

such a truc et a capacity of 3,500 truciss per year in tivo vorking shifts of

fifteen vorking hours per day. The offer wac to includ: ths granting of the
production licence as vell as all the technical assistance nceded for the establish-
ment of the production locally. Additional optional offers fur the assembly and
part production of tractors, diesel engines and passener carg ware to be includ-

ed it desired,

36, In Hovember 1957 a tecanicol commitice rag formed by the Ministry of Industry
to visit all the automobile companies vhich axpressed a wish to participate in
the tendex, so as to clarify and cxplain to them all arnects of the requested

project,

37. The companieg includ.d Daim)er Berz and Klnecknen-Humboldt-Deutz of the
Federal Fepublic cf Gernany, oacivy of Lusvris, Fiat ot Italy and Praga of
Czechoslovakia. The closing Jatr frr the submiusion of the offers was thc end
of March 1958, Sampls truc:e -ere rvecuesied to bs sent to Leypt and were tho-
rovghly tested 'nder uli lncal counditions., S+adies of the orlers submiited and

testing of the sample iruc'is concinued for ab~ut *en mentir,

38, Finally, in Hovember 1454, the resuit was announced, and it was Kloeckner—
Humbol“t-Deutz of the Ieder:l Iizpublic of Germany that wes selected. The pre-
Mminary contract “or the estavlishment of truc™ producticn i-as thus signed be-
tueen that firm and the Oiranization for the Dxecution of the Five-Year Industrial

Plan on 29 November 195,

39. TFurther negotiations rvollowed to work out the different articles of the final
contract which was signed in Cairo in February 1959. Production of bus bodies
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was added to the contract to bo built on rear engine chassis haviag the same

engine as the trucik and with several other identical components.
40. The production capacity contracted for was:

2900 truc's 4 x 2 and 4 x 4 wvith a payload of rix tone and 112 hp
diesel enginec,

600 buses of 65 passenger Soprity and

500 extra diesel =ngines,

The contract foresaw an increase in that capacity to 3,000 truc':s and buses

. per year.

41. It should be noted here that the truc's selected had an air cooled diesel
engine, It was debated at length whether this type of engine was suitable for
the hot climate. Doubts vere expressed in thet respect, especially concerning
the bus with the engine located in the rear as city buses are subjected to
heavy traffic conditions and overloads. Thorou h tests were therfore performed
before signing the contract, the results of which left no reason for doubt:

the engine proved cuite successful and no trouole was encountered with cooling.

This fact has been proven again and again throuch the millions of “ilometres

that the buses and truc:s have run in the UAR since production was ctarted,

42. This contract signed for the production of trucks and buses can be con-
sidered as the real birth certificate of the automotive industry in Egypt.
Immediately afterwards the El Nasr Automotive ranufacturing Company was founded
as a state company with a capital of eight million L3, and was entrusted with

the execution of the project. In April 1960 the company started its activities,

43. The contract included the ygranting of the production licence and sales
rights in the UAR and certain other Arab and African countries. It included
further the extension of all know-how and technical assistance needed to

build up the new automobile factory and for oryanizing the production, sales

and after-sales service of the products. The contract included also the delivery
of all production eruipment and raw materials needed for the new factory, as

well as all parts finished or semi-finished.

44, 1In July 1962, a supplementary contract wug cired vitn the same firm for
the production of ar ei ht ton nayload truc's. The relectced truc” had the same
air cooled enginc as the original onc but with = higher output (125 Din hp)

The production capacity contracted for was 1,400 trucks per ycar in two shifts

and included the production of toth the 4 x 2 and 4 x 4 versions.
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45. The total production capacity of trucke thus beoame 4,100 poar ycar.
Production of both types - the cix ton and eizht ton payload - was to run
simultaneously. The ori, inal eruipment contracted for as to be modified and

amended so as Lo allo: the produciion of both typec simultaneously.

IV, RISUIE Or' THD PLAIl O PTODUCTLON FOR T..JCKS AllD JUSDS
Ao F'ORSEEN IN THD SIGNDD CONTRACT

46, According to the plunc stipulated in the contract for the production of
truc’- and bue chassic, the production should start and proceed gradually in
eight different ctages of cne year each until the maximum local production
percentage was achieved., '"he contract izas based on attaining local production
of 47 per cent of the toial value of the complete truck (as referred to the
ex-factory price of the supplier) inside the automotive factories, produced
with the equipment provided for in the contract. This percentage included

the value of all partc to Le produced inside the factory plus the added value

of labour in the assembly painting and final testing.

47. About 46 per cent of the total value of the complete truck was to be
produced by different local suppliers representing the ancillary industries.
This percentage included tirves, batteries, window panes, rubber parts, plastic
parts, electirical accessories and other different parts foreseen to be produced
by specialized local suppliers. It further inoluded the value of the semi-
finished castings and forgings planned to be produced in a special independent

forging plant and foundry which was to be built (and has now been completed).

48. It should be noted that according to the contract, the obligations of

the supplier wer.- limited to the fuarantee of obtaining the 47 per cent produc-
tion content within the nen automobile factory 1'ith the ecuipment to be de-
livered 'rithin the scope of the contract. Though it remained further the
obligatiion of the supplier to help develop the ancillary industries in order
to achieve the 40 per cent local production cntrusted to them, yet the supplier
bore no guarantee for attoining this percentase. The main effort in exploiting

the local ancillary industries remained as the major job of the automotive

company together with the concerned industrial organizations.
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The - .gat_produciivi: sunce

49. Thc three first stages {of onc year cach) included all assemily operatious
of the chassis, cab and main wechenical . roups such as engine, axles and bro'tes.
They included furthermur~ the nrodusti~~ .nside the factery of wll smail and
relaiively simple parts of the chessis either mnchined or pressed, Thesc parts
included fuel taaks, aii tanks, mulguards, pipes, different standard parts,
several lirnks and tie rods. They alco included several car part:s such as the
wooden frane of doors, and other smalil rrts, the cobh itself beinc completely
welded and painted locally. 'Th: production percentase to be achieved by the
factory at the end of thesc thres stacen was aboul 18 per cent of the value

of local production of tne whole *ruck. If the percentage of thc value or

the paris which were to be purchased from diffevent local suppliers vere added

to the tolal local produstion parcentuge “4 would be about 38 per cent,

50. The fourth snd fifth stages (each ot one year) wers mainly restricted to
the produciion of the engine, The fourth siage included the production of
certain nnjor parts of the cngire such as cylinder, cylinder heao snd flywhe~l,
while the fifth stage includcd the production of the rest of the engine parts.
The two stapes included the production of thn fiont and riar axlcs and other
heaviei' parts of ihe chassis and cab, 7Ghe p.oduction percentage .t the end of
these ctages was foreresn tc 30 per cent inside the faclory and about G9 per

cent tcgether with tha value of the locally purch.red parts.

51. The sixth, seventh and eigrth ctares, vhich vere later omal amated into
two staes of onc yesr each, incluced ine production of gear box, cteeiing,
propeller shaft and all heavy precsings of chizieie :nd ¢~ . By the prodi.tion
of “hese perts a votal local production percentage of 47 par cent inside the

fectory and 93 per ceni with the addition of local supnliers vould be attained.
p P

52. The vrlan foresw the continuation of ,urchasing cerbtain parts from foreipn
suprlicrs. These paris, e-i inatad in valuve »f about seven per cent of ihe truclk
value at the end of the project, ircluded all hijhly specialized parts, the
local production of which would cituer requive apecial skill difficult to
attain, or would be uneconomic, The parts included certain roller and ball

bearings, valve seats, injection nyzzles and measuring instruments,

53. Therefcre,the project included the production of 47 per cent of the total

truck value in sevan years time, t. which the time of starting the production
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should be added. Parts for about 46 per cent in value vere anticipated to be
purchased from local suppliers.

54, The equipment needed for the automobile factory vas to be supplied in

six stases correspondin: to the seven production staies, The ecuipment included
the complete assembly ecuipment, the engine production shop, the gear shop, the
heat treztment shop, the press shop, the general machine tool shop, tho tool

room and the geni 'nl maintenance shop.

55« Turth:rmore the ecuipment included o« complete bus body production shop
with all its welding and painting facilities, The production of the bus body
was planned to proceed in two stapes of one year each, The production inside
the factory was to achieve a percentage in value of 57 per cent of the total
bus body value plus parts bearing a value of approximately 39 per cent vere
anticipated for local supply. The factory wouid have no forge or foundries

of its oim but would depend on existing local suppliers in that field.

56. Thus at the beginning of 1960, the Z1 iH-sr Automotive lanufacturing Company
was founded and started the building of their nev factories in a vast area
allocuted to the company in ~adi-Hof, 30 lm south of Cairo. All plans for the
production stages had beec. or'.ed out and agreed upon with the contractor. A
team of cngineers and technicians were seant to the Tederal lLepublic of Germany
for training and the real wor” for establishin; the automobile industry in the

UAR was vell on its wvay.

The execution of the truclk and bus project

57. On 23 July 1960 the first assembly line for trucks was inaugurated :n the i
new factory site in Wadi-Hof. The factory had already a built-up area of 8,000 m2. |
The trucs were assembled out of CKD seis imported from the Federal Republic of
Germany v'ith a local content of about fifteen per cent which included $ires,

batteries, glass panes, paints and certair wooden and plastic parts.

58. local production has continued to progress gradually attaining the produc-

tion percentages shov.n in the following table:
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Iable 4
koeal production rate of truc'
and buses, 1960-1966

Percent of ¢

Pruoks:
January 1960 15
January 1961 20
January 1962 25
January 1963 30
January 1964 32
January 1905 e ‘ 35
January 1966 38

Buses: . =
January 1962 ﬁﬁ?~ i 18
January 1963 e 25
January 1964 ' 32
January 1965 40
January 1966 47

59. During January 19éQ to July 1966 fhé three first planned production stages
were achieved, as well as a good part of the fourth staga. DLquipment having a
value of about LE 1.9 million (equivalent to about 5 million US dollars) was

received, erected and put into operation. Further equipment for the production
of the bus body was received, having a value of about LE 180,000 (equivalent to
about 0.48 million US dollars). The total local production percentage attained

in the bus production is showm in table 4 above.

60, Comparing the actually attained figure with the planned one, it can be
clearly seen that the execution of the project was delayed. The main reason
for this delay, apart from the difficulties emcourtered with the local suppliers
(which will be referred to later in the paper) was the lack of foreign currency

needed for the purchase of the necessary equipment. Great difficulties and

delays were faced in obtaining the required credit; this remained the main
handicap preventing fulfilment of the plans.
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61, A big step toward solving this problem was made in liay 1965, when means
were found to finance the puchase of a good portion of the remaining equipment by
by long term -redit, An agreement was reached with the contractor to buy cer-
tain standard machine tools from eastern European countries whose currencies
were easier to obtain. Thus,means ere made available to purchase most of the
remainin,, necessary equipment, and for a sum of about LE 3.85 million (equ-~
valent to about 1G million US dollars), Immediately thereafter the selection
of the required ecuipment and its order followed. The delivery of thie equip~
ment started at the end of 196¢ and upon receipt vas immediately erected and
put into operation. It ias hoped that by the end of 1967 the fourth, fifth
and part of the sixth stage vould be finished, thus obtaining a local produc-
tion percentage of about 34 per cent inside the factory,

62, Turther efforts ire bein; made to finalize the remaining stages., It was
hoped ‘hat all the rest of the equipme. *. would be ordered by the end of 1967
or during the first months of 1968, The project uould thus be complately
finished (from the point of view of planned production inside the factory)

by the end of 1969, The actuai period of execution would therefore be ten
Years from the date of the gi;med contract,

63. Durin; these years (from 1960) production continued and the following
numter of trucks and buses were produced:

Tablo 5

Nugber of trucis and buges produced, 1999 - 1966

Truc':s Buges
number value LD number value LE
July 1959 - June 1960 273 918,450 114 592,800
July 1960 - June 1961 682 1,896,050 292 1,394,080
July 1961 - June 1962 694 1,897,189 521 2,681,420
July 1962 - June 1963 1,067 4,083,450 396 2,777,508
July 1963 - June 1964 1,328 5,139, 346 53 3,707,686
July 1964 - June 1965 932 3,915,046 421 2,914,714
July 1965 - June 1966 986 3,786,921 281 1,970,250
July 1966 - Dec. 1966 412 1,666,745 80 542, 300

64, Production attained i1ts maximum during 1962/64 and then decreased in the
following years. This vas directly the result of the difficulties encountered
in obtaining the foreign currency needed for the importation of parts. This

difficulty was amplified by the delay in attaining the local production
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percentages planned, thue failing to diminish the value of the recuired im-
‘ported parts.

65. To overcome this difficulty the Company exerted every possible effort to
accelerate the local production as previously evplained, On the other side,
efforts were also made to export the completed buses in order to use the

revenuc to cover the Company's needs. The Company actually succeeded in ex=
porting the following buses:

Table 6
Buges exported, 19064-1767

Buses

Sountry

fumber value LT

1964/65 62 390,049 Irak
1965/66 37 233,615 Irak
1966/61 300 1,700,000 Kuwe1 68/

./ This last order for 300 buses to Kuweit was concluded recenily and is
under execution at present.

66. It is hoped that through the increasing possibilities of exportation to

Arab countries and the expected quick increase in local production, it will

become possible to cover all the production nceds of foreign currency and thus
to increase the factory's production capacity.

3

V. PRODUCTION OF TRAILERS

67. Following the signing of the contract for the production of trucks and
buses the need arose for a trailer that was fit for use with the trucks, the
production of which had just started, The bis economic advantage of trailers
for transport made the production of such trailers the logicnl step to be
taken following the production of trucks. This step was further encouraged

by the similarity in the parts and production methods between the trailer and
the truck,

68. Thus in March 1961 after having contacted a few trailer manufacturers,

a contract was signed with a firm of the Federal Republic of Germany
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(Blumhardt - ''upperthal) for the production of trailers in Egypt. The contract
which was signed 1:ith the Five-Year Industrial Plan Organization concernmed the
licensed production of 1,000 irailers yearly of different types, having a pay-
load of six, eight and telve tons, in one shifit. The execution of the con-
tract nus entrusted to the ©1 lasr Auvomotive .anufacturing Company, and was
planned to run parallel --ith the »rodustion of trucks, mal’in; use of the availw
able production capacity of the equipment included in the truch project, The
investment reruired was thus minimized, improvin¢ greatly the economy of the
project and affectin_ favourably the economy of the nriginal truck project.

A technical study was made directly afier the contract to try to standardize
some components and parts tetireen the produced truchs and the selected trailers.
The study did effectively lead 1o the aduptation of certzin truck parts in the
trailer such a3 the air reservoir and certain brale parts ard rims, vhich sim-

plified the production of the trailers.

69. 1In April 196Z +ihe asgembly of eight and twelve ton trailers was started
locally. The progressive manufacture of trailer parts then followed, so that
today practically all truiler parts are produced locally except for axles and
turntables. The production of axles wae scheduled to start at the end of 1967,
The production of turntables, entrusted to a local supplier, is progressing
successfully. Thus 100 per cent local productior of thes: trailers is anti-
cipated before July 1966, The cowpany has recently started manufacturing
agricultural trailers of four toa payloads to cover the needs in that important
fisld.

70. The tutal number of trailers produced from the start in 1962 until the
end of June 1967 vas 626 v1th = value of LE 1,484,017,

VI. PBODUCTICN OF PASSENGER CARS

the Namses car

T1. The first real attempt to produce a passeager car was made in 1958, when
two young Egyptian engineers were granted permission by the Govermment to
manufacture a small car. The first tvo prototypes were ready for test in
July 1958, They were very similar to the small British car, Frisky, uith‘an

engine of 400 cm3 capacity. They were assembled out of components imported

from different makes and the tody was made locally in fibre glass. The ocare
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were named Ramses, and the Ramses Car lanufacturing Company was established
a8 a small private firm in July 1959, The care iore very simple in design,
having no differential and no reverse sear. They vere driven baclwards by

reversing the engine’s rotating direction.

72, The various testc performed or the cars showed many defects, and basic
wodifications on the deci/n oy o be introduced, A diffirentizl gear and

a reverse gear were introduced and the body was made of sheet metal. Tlost
of the chassis parts were imported from NSU totoren:ere A,G. of the Federal
Republic of Germany; the rear engine, clutch, gearbox differential and rear
axle bein; imported as one integrated unit. To encourage this project, the
Five-Year Plan Organization made a contract with the firm to buy the first
100 cars to be produced in 1960, with modified specifications, at a price of
LE 620 per car.

73. The cars were assembled locally rith certain additions of locally manu-
factured parts. The sheet-metal body was produced manually in the vorkshops
that the firm had built in Cairo (not far from the Guiza pyramids) and accordirg
to a local design that fitted well with the imported chassis.,

T74. Other versions of the car, such as a light pick-up and a convertible model,
were also made. The local production percentage in the cars ranged about
40 per cent of the total car value. Among the parts included in local pro-

duction sere springs, cables, bumpers, seats, tiros and batterics.

75. In December 1963 the company was nationalized and amalgamated with a
factory producing bicycles wid lotor-cycles. The production of the small
cars continued and nev models were brought to the market. However the act-
ivities in that field remained on the small scale in vhich they were started
and most of the work done was manual. These activities were partly affected
by difficulties encountered in obtaining the foreign currency needed for im-
portation of the required parts, and production thus dropped in the last two
Yyears,

76. The following table shows the production figures since the start in 1959:
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Tabdble 7
Numter of Ramses cars produced,
1959 - 1967

No, of ¢
1959 12
1960 138
1961 158
1962 24
1963 | 415
1964 : ) 3 429
1965 o 448
1966 305
1967 92

T77. The selling price of the Ramses car is at present LE 1,070 including
LB 200 production tax.

Contract with Fiat

78. ‘then the second five-year industrial plan vas worked out in 1959, the
question of producing a passenger car arcse and vas debated at length. The

mariiet requirements vere estimated at about 7,000 cars per year, a number be-

lievec to be much too small to allow for economic production. However, due

to several factors a decision vas made in favour of the project. Thus it was
included in the sccond five-y2ar industrial plen vhich was officially announced
at the end of 1959, The project acsumned, as a basis, the production of a
medium size car for four or five persons and i'ith an engine capacity of 1 to

1,5 litres. The production capacity vas determined to be 10,000 cars per

Year in two working shifte. Lxpansion possibilities to a production of 20,000
cars per year wvas foreseen in the project planning, as well as the assembly of a

bigger car in limited quantities.

79. Based on this plan, studies and contacts were started in 1960 with a
number of international car manufacturers. Several offers were received, but

were found to be for assembly only and wvere therefore disqualified. Only three

E* offers conformed with the project requirements; namely the offers submitted
by Fiat of Italy, Renault of France and Borgward of The Federal Republic of
Germany.
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80, The three offers werc thoroughly studied and at last a decision was made
in favour of Fiat. A contrcct was signed on 30 larch 1901 between the Five-
Year Industrial Plan Organization and Iiat based on local production of
10,000 cars of the fodel 1100 in tuo working shifte; 1local assembly of

2,000 cars of the Fodel 2300 and local assembly of 1,000 jecp Compagnola.

8l. Again the execution of the contract raz entrusted to the L1 Fasr Automotive
Manufacturing Company which had just started production of truc':s and buses.

It was believed that execuiing all the automotive projects in one company would
help reduce the overhead charges and improve the economy of the projects by
making use of the equipment of one project in the other, thus reducing the

total investment needed.

VII. RESUME OF THE PLAN OF PRODUCTION OF PASSENGER CARS

Stages of production

82, The contract with Tiat foresav the cstablishment of local automobile
production of the Model 1100 progressively in four independent stages. The
first stage was the car assembly. This stage is in itself divided into

several steps accordine to the form ir which the car parts are delivered fronm
abroad for assembly. In the first step which is called "Standard 2 assembly"
the car body is completely welded and painted, vhile the mechanical groups

are delivered in CKD condition. In the second step called "Standard 4 assembly"
the body is knocked down 1n.o a numter of ma’n parts while in the third and
last step, "Standard 6", the body is completely ':nocked ¢owrn, and is completely
welded and painted locally.

83. The second stage was cngine production; the third, production of the
different mechanical groups including gearbox, transmission and suspension;
and the fourth stage, the production of the hody. This last stage, which re-
quires very high investient in presses and dies, was considered as an optional
stage, the execution of which should bz decided later according to the way the
project progressed and according to the economic siudy to be made in that

respect.

84. It vas estimated that at the end of the four stages, the total value
of thc locally produced parts togcther with the added value in asscmbly
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would amount in 88.5 per cent of the total car value. This included the value
of the parts to be purchased from the local ancillary industry.

85. l'o fixed time for the cxecution of every stace was defined, but was left

for the mutual decision of both partners according to progress of the wor',

86, According to the contract, Fiat wzs to srant to the Tgyptian partner the
production licence and the complete documented details nceded for starting
local production, VFiat had also the otligation to assist the Lgyptian partner
in purchasing all the necessary ecuipment as defined by Fiat who bore the
guarantee for their suitabiiity and sufficience to achieve the agreed upon

production capacity.

87. Fiat had also the obligation to relite to the DUgyptian partner all modi-
fications introduced in the selected model all through the period of the con-
tract, as well as to supply all components and partc finished or semi-finished
according to the needs of production. Fiat was also to assist in organizing the

production, inspection, sales and after-sale service of the products of the con-

tract,
The cxccution of the posscnarer car project

(1) Cales and prices
88, A few months after signing the contract, the Fiat Model 130C appeared on
the international market. It was decided to sclect this model as the basis of
the contract in place of the 1100 lModel originally selected, Ho'ever, as sale
of the liodel 1100 was already announced, and about 7,000 cars had been sold
in the few weeks following this announcement, it was decided to start with
the assembly of this model to cover these sales, and simultaneously - tart the

asgembly of the new 1300 lodel,

89, It might be interesting at this point to refer to the big rush encountered
in the sale of tke 1100 car, as soon as its a'ailability was announced. This
can be oasily explained by the very favourable sclling price of BE 736 at the
time when any cther car on the market had a price of at least &I 900. In

less than two wceks, morc than 7,000 cars were sold, with one-third of the
price paid for cach car as an advance payment. This fact, which under normal

conditions would have becen very pleasing, threw a btig obligation on the com-

pany vhich had only limited amounts of foreign currency for the importation of
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parts necessary to cope with this demand., Delivery times of two to four
Years rosulted,

90. The same happened asain vhen the 1300 iodel was launched and its sales

began. The selling price w~s LT 934, a price relatively low and very appealing.

91, It might be argued herr that thc prices should have been fixed at a higher
rate to conform more —ith the prevailing market prices and to limit the consump-
tion, It should however be understood that it us one of the aims of the
Government to make available a car at a reasonatly fair price. The prices
thereforc, as fixed by the linistry of Industry, aimed to fulfill this target
more than to cnsure high profite to the producins company. The persistence

of high demand and the difficulty of increasing production at a time when

most of thc parts required for production were still imported, formed a heavy
load on the foreign currency requirement, This was the reason for increasing
prices in 1963 to LE 837 for the 1100 Model and to ki3 1,035 for the 1300 Model,
In 1965 the prices werc increased again to ki 1,000 for the 1100 and to +E 1,300
for the 1300, later in 1969 the Government placed a production tax on the cars
locally produced, and so thc sclling prices werc increasecd to kE 1,200 for the
1100 and to kD 1,700 for the 1300, This represents the price at present.

92, To overcome thc difficulty of obtaining the required forcign currency and
to ensurc thc continuation of production which suffcred permanently from the
limited amounts of currency allocated to the project (and even stopped production
completely for a timc), the company had to find its orm means for obtaining
foreign currency. The solution wag tound whoun the posability of sclling cars
to be paid in forciin currencv war oxamined and proved cuite successful, The
cars thus sold were delivered in Egypt at a price vhich included all customs
and taxcs, Duc to the high custom tariff on imported cars, which amounts to
about 280 per cent of the car value, this way offers a very appealing solution
and a better alternative to Egyptians abroad than bringing bac: a car for
which they will have to pay such a high custom tariff. It should be noted
that parts importcd in CKD condition are subject to customs of only about

)0 per cent of the imported partc value. Thie solution succceded in bringing

the company an incomc of foreign currency which attained = value of about

800,000 pounds sterling in atout one year's time,
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(i1) Prodvotion developmant
“Standard 2 asscmbly”

93. The equipment nccessary for siartirg the asscmbly according to "Standard 2
asscmbly’ were delivered and crected in the beginning of 1962, The assembly
of the two lodels, 1100 and 1300, started in June 1962, Lrater in October 1962

the assembly of the 2200 .odel vas started and in July 1963, the jeep.

94, The assembly in that form proved to be uncconomic and impractical. The
packing and shipping charges were very high, so that thc saving in the assembly
costs uvere overtalanced by these cxtra costs, and the result vas a higher car
price. The bodiecs were delivered and welded and painted and as they were
subjected to shoolzs ana bumps during transport, it was found that they often
required a lot of repair vor': and paint on arrival, This cxpenee added to

the car cost and : 4o this form of assembly impractical. This stage was there-
fore considered a transition period for training workers before the assembly
started.

"Standard 4 assembly”

95. This stagc was started in January 1964 after all the equipment necessary
was rcccived and crected, Cortain difficultics were met in obtaining paints
and chemicals nceded which caused a delay in ciarting this stage, planned
originally to sturt in July 1963,

96, Loth Modecls, 1100 an? 13°" . were assembled on thc same mechanical line,
whereas the 2300 lodel and the jeeps had independent assembly lines. After
a certain time of training an assembly rate of 2?2 cars per day in one shift

was easily achieved.

97. During this stage all parts were importcd cxcept tires, batteries, glass,
exhaust mufflers, signs and cmblems, scats and trimming materials, paints and
oils. Together with the assembly work the local production percentage can be
cstimated at about 25 per cent of the total car value,

"Standard 6 assembly’

98. The execution of this stagc was postponcd to a later time, giving priority

to the engine production.




ID/+G.13/13
Page 27

Engine production

99. Due to the fact that the 1300 liodel was replaced by Fiat by the 1500 llodel,
it vas dccided to producc.thc engine of this last sodel. This was more favoured
due to the many uscs of the 1506 énfinu, as it is a suitablc cngine for micro-
buses, dclivery vans and licht tructs. In Auzust 1964 a tcchnical delegation
was scnt to T'iat to complote studics of that stase, and order the rcouired
equipment . The couipment was ordered from various western and castern Buropean
countrics and attaincd a value of about LE 960,000, A big part of thc spccial

toolin; was ordcrud from Miat

100. The delivery of the couipment startced at the beginning of 1967 and con-
struction work startcd immediatcly thercafter. DProduction trials were to start
at the end of 1967. The production inside the factory was to includc the
machining of most of the cngine parts. The scmi-finished castings and forgings
would be purchascd from local supplicrs who werc alrcady well on their way with
their production. The accessorics, such as the clectrical components, fuel

systcm components ctc. would be imported until locally supplied.

(iii) Futur. procpects

101. The two remaining stages of this projcct arc being postponed at this time.
This has becn decided, so as to give time for all stages just started, either
in the production of the 1500 cngine or in the truct and bus project, to be

complcted and all difficultics successfully conquered.

102, The 1500 cnginc that will be produced locally will be used in the assembly

of thc 1500 cars, as wcll us for other applications that are under study.

(iv) Number of cars produced

103, The following tablc gives the number and valuc of cars produoced locally
from the beginning of production until thc ond of 1966:

Table 8
Number of Fiat cars produced,1962 - 1966
Number Yalue in LD
1962/63 3,796 3,446,548
1963/64 4,527 4,468,984
1964/65 4,004 3,680,590
1965/66 1,615 2,272,380
July-Dec. 1966 46 87,715

Total 13'988 13'956'217
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VIII. PRODUCTION OF TRACTORS

Dovelopinent of contract with Yugoslavia

104, To ocover thc incrcasing, dcmands for tractors on projccts of agriculture,
land rcform and soil reclamation, the project of production of tractors was
ineluded in the sccond {ive-ycar industrial plan., Thorough investigations

made by compctent cxperts in the Ministrics of Ay riculture and Agrarian Heform
showed that the tractor which is mo=t nceded should have a power of about

50 hp and should be of the wheel type. The yearly reouirements vere cstimated to
be about 1,500 tractors, vith the prospect of being doubled writhin the com%ng

ten ycars, particularly aftcr the termination of the Aswan High Dam project.

105. Iu the beginning of 1960, contacts and studics startcd with several tractor
manufacturers. Jampic trectors werce imported and test were made to determine
fheir suitability under the specific local conditions of agriculture. Different
offers werc also received and studied, among which an offer for the production
of the Yugoslav tractor, Zadrugar 50, was included. This offer was found

quite favourable and the tractor itself proved satisfactory when tested. Thus

in January 1961, and as an annex to thc agreement for technical and cconomic
aid signcd betwcen the TI'ive-Year Industrial Plan Organization and the Republic
of Yugoslavia, thc preliminary contract for the production of tractors in the
UAR was signed. The agrecment was based on the yearly production of 3,000
tractors and 3,000 additional dicsel cugines for industrial and automotive use,

in two working shifts,

106, The tractor sclected was originally produced in Yugoslavia under the licensc
of the Italian firm, Landini, and is basically the IHasscy Fergusson tractor with
the Perkins enginc as produced in Italy. The engine is a four cylinder water
cooled diesel cengine of 50 hp and onc of a series produced in three four and

s8ix cylinders covering a range between 35 and 85 hp. The license obtained

covers the tractor and the complete engine series.

107. The final contract vas cigned in July 1961 and its execution was entrusted
to the @1 Masr Automotive lanufacturing Company, so as to have all the auto-
motive projects cxccuted in onc place. This was belicved best to improve the

cconomy and reducc costs and overhcad in the exccution of the projects. It

did, howover, throw a tremendous load on the management of this company and




Ip/1'6.13/13
Page 29

necessitated the complete rcorganization of the company and thce replanning
of its layout. Thc capital of the company was increascd to LE 14.5 millior,

paid entircly by the Governmcnt,

108, The contract is basically very similar to the two previous contracts
signed with Klocckner-Humboldt-Deutz and Fiat., It foresaw the production
of the tractor in five successive production stascs ctarting with the
assombly of the tractor and cngines and the production of certain small
parts, In the followin; stages the cnginc would then be produccd, whilc
the fifth and last stage was reserved for the production of the gearbox,

steering and transmission parts,

109. At the cnd of the stages the local production percentage was cstimated to
achicve a value of 46.5 per cent of the total tractor valuc. It was further
anticipated to obtain from local supplicrs parts with a value of about 43 per
cont, so that thc total local production percentage would achicve 89.5 per cent

of the total tractor valuc.

110, The time recuired for cxecution was to be harmonized with the other pro-
Jocts and was cxpected to run morc or less parallcl to the stages of the truck
and bus projects.,

Development of production

111, Tho asscmbly of the tractors started in April 1962 and that of engines

in July 1963, The sccond production stage, including thc produotion of scvoral
smell parts and light pressings, was started in February 1967, while the cquip-
ment for the third stage was ordered and was oxpected to start production

at tho cnd of 1967,

112, The cxccution of the projoct was subjected to bi., dclays. The main rcasons
for these delays woere certain objootions that the competent authorities in the
selistry of Agrarian Reform (boing the main consumer) presented with regard

to the performance of the tractor in thce actual local applications. Time con-
suming investigations and ncew tests on the tractor verc performed and have
finally lcd to the introduction of a number of modifications to make it more
suitable for local usc. Duc to the hard soil in .gypt, the tractor weight had
to be increascd and cxtra veight was added to the rcar and front axlcs in order
to improvc its cultivating, abilitics, Production was changed over to the new

modificd tractor and it is hoped progress, so far delayed, will be rosumed in

completing the rest of the stages.

g o S i
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113, Thc local production percentage alrcady achieved in the tractor is about
25 per.cont of the total tractor value inside the factory. To this percentage
about ninc per cent should be added represcnting the volue of parts purchascd
from local supplicrs, including the front tircs, cxhoust mufflors, cxtra weights
and battcerics. The number and value of tractors und cngines produced locally

wore as follows:

Tablo 9
Locally produced tractors and cnpines,
Tractors ; Nno
number valuc number  value
1962/63 605 322,800 173 466,334
1963/64 866 1,177,760 871 540,161
1964/65 286 386,960 - -
1965/%6 1,016 1,361,760 791 540,121
Jan,July66 571 171,331 935 808, 341
Total 3. 344 4,542,591 3,370 2,354,957

IX. 1L NASR AUTOMOTIVE i ANUTACTURING COiPAIY

114, The contract for the production of tractors rcprescnts the last contract
signed in the line of autsmstr.. products. As mentioned, the execution of all
those contracts was cntrurtod to the El Nasr Automotive Manufacturing Company.

Somc rclevant data of the Company are:

Invested capital bE 14.5 million:
Fixcd asscts LE 10 million (including cquipment
ki 4,6 million, constructions and

. service nctvorks B3 3 million);
| Built-up factory aroa in 1967 239,350 m°;

?g:iilb:tigcgp factory arca 260,000 mZ;

Total arca of factory premisecs 1,760,000 m2;

Personnel in 1907 4,825

Total porsonncl (final Bstage) 10,000;

Salarics and allowanccs in 1967 LE 1.3 million; °

Company dcalers in ligypt in 1967 21,
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115. During its development stages, the Company faced many difficultics that
causcd repcated delays in the cxecution of the projects, A brief summary of

these difficultics and their rcasons is given in the following chapter.

X. DIIFICULTIES ENCQUNTLRED Il THE DEVELOPITHT OF THR
AUTOLOTIVE INDUSTRY

Diversity of the projeccts

116. then the Oompany wac founded in 1960, the only project at hand was the
production of trucks and buscs. All thc Company's plans uerc based on that
projeet alone and factory bhuildings were started according to this projecct's
nceds. However, in 1961 and vithin a period of thrce months the Company
signed contracts to cxccute thrce morc projeets, i.c. trailers, passenger
cars and tractore, thc volume of which was in no vay smaller than the original

one.

117. Thus the Company had to be complectely reorganized, and all its plans

and layouts had to be reviscd and rcadjusted, The fact that the same nanagc-
ment had to facce four different partners of threc different nationalitics

and co-ordinatc them, added to the magnitude of difficultics encountercd.
Different systems had to be standardized, such ac, the product numbering
systcem, vhich presented difficult problems to colve.

118. lorcover, the production lines vere already started in 1960. This added
to the wromendous load the Company faced, as the cftorts had to be distributed
betveen planning, building the faetories, ncgotiating new contracts and orders
for ccuipment, training the rcouired personncl, producing and organizing sales

and scrvice - all simultancously.

Lack of foreigm ¢xchange

119. The most important single factor retarding production and progrese of

the projects has been and is still the laek of adecuate foreign exohange for
capital ecuipment and such rau materials and parts as arc nceded for produc-
tion. Diffieultics in obtainin{ import licences for raw materials and parts
causcd delays and madc it difficult to plan in ndvanec., Production continuous-
ly suffered from interruptions and stoppages. The Company had always to de-

cide between using forecirn oxchanic quotas allocatcd to it for thc coninuation
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of the production lines to cover the urgent nceds of the market, or buying

the necessary capital investment to ensurc the planned progress in the pro-

ject staccs. Decisions in favour of nroduction continuation had often to be
talen to avoid stoppagcs and meot urpcnt necds, thus causing further delays

in obtaining the couipment necéésary for the execcution of the projecte. This,

in itsclf, incrcased thc fe: inn wirhange ccquitemenis for parts and raw materials
due to the dclayed local productior of parts, and caused indirectly a continu-

ing drain on forcign exchange.

120. This situation has becn solved reccntly and a decision tc give full prior-
ity to completing the trucc and bus project, as well as certain stages of the
other projects, has becn taten. Ways to ootuin fareign currency to cover produc-

tion needs were also found by the company .1tself as has bzen previously discussed.

Lacl:_of skilled personnel

121, The problem of findin; the recuired skilled personnel represented also
on: of the ..fficulties tha* handicapped the Company's progress. The rapid
expansion of the Company and the different projccts that were started at the
same time, requircd laryc rumbers of skilled personnel to cope with all the
functions entailed in gsuch a biy, venturc, Such hizh skille as were recuested
were practically unavailablc, cxpecially considerin,, that the automotive in-
dustry was still in its pioneering xtages in the UAR. Training was the only
solution, and the Company put rcat efforc in or anizing training courses in
differcnt fields. ODeveral enginecrs and technicians were sent for training
abroad in the contractors' factories. A number of crperts were also dele-
gated from thc contractors for short periods to assist in starting production

in the different astarcs.

122, The lack of ckill was mostly felt in the production planning, tool de-
8ign and processins and in the stores. The larse number of parts that were
produced locally or importca, and which had to be moved properly so as to
reach the assembly lines ot the proper %ime, required high skill in planning,
This representcd one of the major difficluties and caused frecquent production
stoppages. The number of different items in the stores are at present about

120,000, a figurc that indicatcs the magnitude of the problem.

123. To face this problem and solve it properly thc Company has recently ine

troduced clectronic data processing machines and is now contracting for a
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computer. Some of the major operations, such as stock control and supply
orders, are already conducted on these machines.

Lac'z of agncillary ~ndustries

124, All the contracts have forcscen the supply of a large variety of parts
from local ancillary industries, the valuc of these parts being anticipated to
be about 43 to 46 per cent of the total product valuc at the end of the various
production stages, These parts included the castings and forgings nceded for
machining in the automotive factory wherce no forsc or foundry vas planned.

Thus the sharc of the ancillary industries uv.g by no means lcse than that of
the automotive factory; in faect it was even biccer.  The importance of this
sharc became even more drastic, nas most of the fast moving parts necded as
gpare parts, were in this ghare, Examples of such parts arc pistons and rings,

electrical accessorics, beuring shells and rubber and plastic parts,

125. In 1961, vhen the automotive industry actually started, thcere were hardly
any automotive ancillary industries, with the exception of a tire factory in

Alexandria and sevcral battery factories. Certain other items such as plastic
parts, straight glass and cxhaust rnufflers were produced irregularly and with-

out adhering to any specifications,

126. The task that the company had to face thercfore was a very hcavy onc, lNew
supplierc had to be creatcd and the existing ones had to be trained to stick
to exact specifications and delivery schedulus, Txisting capacitice had to

be exploited and neu prodoct.oa skills deviloped,

127. A special permancnt cois it4oc vas formed with repres.ntaives from the
company, thc Five-Ycar Industpial Plan Orfanization and the military factories
to deal with thesc tas<s. The company itsclf formed a special tcchnical de-

partment vhich wvas only responsiblc for the purchasc of locally produced parts,

128, Duc to enormous and persistent cfforts tho company sucececded in obtaining
& large number of partc from local supplie¢rs, The total number of parts ob-
tained was 1,907 differcnt items, representing 10 to 25 per cent of the total
value of each prcduct. These items were supplied by 144 different suppliers,
either government companies or private cnterpriscs,
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129, Among the items successfully produced locally today are:

(a) From mctal and engincering industrics - casting (ferrous an? non-
ferrous), foreines, leaf springs, cables, axi ust mi Tlers, btolts sud
nuts, special standard parts, various pressings, emblems, wooden
parts, spar: plu.c, herns, air and oil filtcrs, ras'cts and brake
linings;

(b) From chemicol industrics - differcnt paints and chemicals needed for
for paintir;, rubler parts, plastic parts, tires and glass;

(¢) F'rom textile industrics - all material recuired for the upholstery
and trim;

(d) From petrolcum industrics - oils and lubricants and thinncrs.

130. Several new projects for producing certain avtomotive parts have also
beon established, mostly in *he military factories, ard are expecied to bhe in
production soon, Among thesc projccts arc the production of pistons, gudgeon
pins and rings (cxpected to start in December 19G7): production of clutches
under liccnse of Fichtel and Sachs of the Federal hepublic of Germany; ball
and roller bearinge under licence of TAU of the Federal Republic of Germany;
radiators, hclical springs, pressure diz casted aluminium parts, valves and

bearing wheels.

131, However, it must be noted that the relatively small volume of production
represents a serious handicap towards the cstablishment of new ancillary in-
dustrics., The majority of such industrics arc based strictly on large-scale
production and would be complctely uncconomic if produced on the limited

gcale on which the automotive industry in the UAR is based. This difficulty
is also confronted with crme ~f the oxisting ancillary industrics and causes
the price of the products to be very high, It throws an cxira burden on the
automotive factory and greatly increases the price of the completed local pro-
duot.,

Continuous modifications in parts and models

132. One of the main charactcristics of the automotive industry is the con-
tinuous improvement and modification introduced in the design and specifications
of the different car parts. This is much morc the cesc in passenger car pro-
duction, where the car model itsclf is completcly changed oncc every one or

two years.

133, These continuous changes proved to be a serious difficulty which hampored

the progress of vork in the different staces, ecpecially in those stages where
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parts of a certain group were produced locally, whercas others were imported
from the original supplicr. There was then no altcrnative but to follow the
original manufacturcr's modifications, so that tho different parts would fit
togcther. Thir would often recuire major modifications in the tooling which
would rcsult in great extrs cxpense, copeciaily in relatively small production
volume., This difficulty vi'' "o prrtly overcome then it Yccomes possiblce to
produce the hole group locally, thus making it possible to freezc a zroup

of parts (cexcept for slight modifications ithich do not reaquire major changes

in the couipment) until the tooling is economically depreciated,
XI. CONCL USION

134, From this survey it can be concluded that the automotive industry has
been firmly founded in the UAR. Though this youn; industry is still facing
some difficulties it can be said that most of the varly problems have been over-

come,

135, It might be true that the targeis set werc tono ambitious. Yet the practi-
cal and actual ecxperience reccived so far should make it possible to attain the

majority of the aims sct.

136. In light of the present situation, it can be cxpected that local production
of trucks and buscs will achieve its final stages uithin the next two years. A
local producticn percentage of at least 75 per cent of the total value of the
vehicles should bc then attained. Vithin the samec period, trailcrs arc also
expected to be locally produced in their entircty. The production of these
trucks, buscs and trailcers sinall be enough to cover all local needs, as well

as a 0od percentage of thc nceds of the neighbouring Arab countrices.

137. Production of tractors for agriculturc as tcll as industrial diescl engines
shall closely follow the production of truc'zc and buses. Making use of the avail-

able capacity in the trucl and bus factory, as wecll as of availablie capacities

in existing military factorics, it is belicved that it 1ill bte possible to achieve

a minimum percentage of about 70 per cent of thce total value of the tractor, in
local production within the ncxt two ycars with a minimum ncew investment. The
production of the rear tires, which has rccently started in the tire factory

at Alexandria, will also help to inecrease this percentage.

|
|
|
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138. As for passenger cars, it is expected that production in the next fow years
will be concentrated on the Fiat 1500 cnginc and thc assembly of a car model
where this cnginc can he fitted. Any furthor production of the mechanical

groups or body is, for the time beingz, quitce improbable,

139. On th¢ othir hand therce 1o a strong tondency to assemtble microbuses and
delivery vans locally, The types to be scloctid will allow the usce of the
1500 c¢ngine, produstion of whizh i1s acout to ustart. [t should be also possibla,

without difficultics or oxtra investment, to produce their bodics locally.
4

140. Thus thc Egyptian automotive industry will continue to flourish and will

represent soon, onc of the main industries in the UAR,









