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Overview of Egypt's Textile Sector
Egypt is the largest producer in Africa and worldwide of long (LS) and extra long staple (ELS) cotton, accounting for 50 percent of world production in 2008, it has built a brand reputation for its quality of cotton. Furthermore, Egypt has a vertically integrated textile and apparel industry, 90% of spinning and weaving companies are publicly owned. Over the last ten years, there were a growing number of efficient private companies.  However, the private sector dominates downstream industry with over 70 percent of garment production. The Egyptian government is targeting the encouragement of private investments in the up-stream industry, as well as, the down-stream industries. 
In addition, in 2008 the textile and apparel industry contributed 5.6% of the Egyptian GDP, 27% of industrial production, and 18% of total commodity non-oil exports. Egypt's population is one of its other strengths, as 30% of it was employed in 2008. However, the textile and apparel industry work force accounted for 25% of the industrial labour force in 2008. Furthermore, Egypt's labour force is competitively priced to regional countries. 
Over the past 3 years, the US and Europe have been Egypt's textile and clothing exports' primary markets with a market share of 35% and 46%, respectively. The Egyptian textile industry is enhancing its competitive position by new investments adopting the latest technology in all phases of the production process. 
Since 2004 the government has initiated a program of fiscal and regulatory reform:-

· Reduced corporate and income taxes by 50%.

· Doubled the available industrial lands using private capital to build infrastructure, and to attract new industrial investments

· Targeting the attraction of sector specific foreign direct investment.
· Stepped up industrial company capacity building programs for delivering capacity building and training to existing and new investments.
Main Stakeholders identified for this sector are:

· Industrial Development Authority (IDA) – Ministry of Trade & Industry

· Industrial Modernization Centre (IMC) – Ministry of Trade & Industry

· Ministry of Investment – General Authority for Investment (GAFI)
· Ministry of Labour

· Ministry of Higher Education - Universities and Research centers

· Chamber of Textile & Garments

· Textiles Export Council

· Garments Export Council

· Egyptian Chamber of Textile Industries

· Alcotexa

· Holding Company for textiles
Exports Growth
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Egyptian textile exports continued to experience a rapid expansion from 2003 to 2008 increasing by an average of 117% in the following sub-sectors:-

· HS 52 (Cotton, Yarn, Woven Fabrics) increase by nearly 200 percent 
· HS 54 (Man-Made Filaments) almost Increased by  300 percent

· HS 55 (Man-Made Stable Fibers) nearly increased by 600 percent

· HS 57 (Carpets ) increased by 200 percent
· HS 60 (Knitted or Crocheted Fabrics) increased rapidly by 625 percent

· HS 61 (Article of Apparel and Clothing Knitted or Crocheted) approximately increased with 400 percent.
· HS 62 (Article of Apparel and Clothing/R-M-G) amplified by 700 percent

· HS 63 (Made up textile article neosi needle craft sets worn clothing) increased by 254 percent.
Investment
Foreign direct investment (FDI) an important vehicle for economic growth in emerging markets countries. Since 2006/2007, Egypt has become the leading attractor of overall foreign direct investment (FDI) on the African continent. Up till 2008, Egypt has attracted 56 foreign investment companies in the textile sector, employing 14,169 workers with total investment value of $ 172.3 million, and total production value of $ 370.6 million. Furthermore, Egyptian-Foreign joint venture companies totaled 150; employing 30,635 workers; with an investment of $ 515 million, and a total production value of 509.4 million in 2008.
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Annual Investment Growth

Source: Industrial Development Authority (IDA)
During the Period 2004-2009 (Q2), Textile and Garments Investments have increased with a $1.6 billion USD with a 35% 6-year increase. Whilst FDI has grown by $156.2 million USD with a 104% 6-year increase, JV was raised by only $137 million USD. The key message is that the major share of investment growth has come from DDI which grew by $1.3 billion USD with a 33.15% 6-year increase. 
Sector Strategy
Textile and Apparel is an important sector in Egypt. The objective of the 2020 sector strategy is to sustain export growth at 15% (CAGR) to increase from the current level 2.6 billion USD to 10 billion USD in 2020.
IDA's vision for the attraction of new investment to the sector focuses on the following objectives:
· Strengthen the up-stream supply chain
· Increase focus on the fast delivery of apparel to the EU, enabling entry to a higher value market segment
· Focus upon the following diversified sub-sectors:

· Denim mills

· Denim laundries

· Intimate apparels
· Premium Knitters
· Premium fabric, cotton producers
· Spinning and weaving producers

Unified Vision of Stakeholders

VISION 2020 is a policy to grow exports to USD 10 billion, and create over 5 million jobs. In addition to:-

· Establishing a Higher Council for Textile and Apparel Industry

· Developing specialist industrial zones for specific sub-sectors.
· Investment fund to develop or support the infrastructure for specialist industrial zones

· Upgrading existing factories and improving quality standards

· Development of the domestic supply chain
The global financial crisis impact on the textile sector 
· Global fabric producers are shifting productions towards regional markets
· Egypt is attracting spinning, weaving, dyeing, and printing companies that need shorter delivery times to their key markets, both garment producers in Egypt and the region; especially the countries of Agadir, Jordan, Morocco, and Tunisia
· Specialized textile industrial zones with cost share infrastructure
· Vertical integration across the industry
Textile Sectors Value Proposition 

· Value of exports is increasing on a year-to-year basis
· Investment is increasing drastically
· Labor costs relative to productivity remain competitive compared to regional countries of North Africa & Central and Eastern Europe
· Specialized industrial zones 

· Market proximity 

· Preferential market access

· Attractive export support & training grants
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